Y PERMIAN RESOURCES, INC. AN

o o
March 12, 2003 ‘ I MR I 4200: . .
State of New Mexico ST .-?—-?-»_;”“x\\
Energy, Minerals and Natural Resources Department 3
Oil Conservataion Division ( e /27 3 /
1220 South St. Francis /_/’

Santa Fe, New Mexico 87505 :f L

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-11896, 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

. Porter, CPL
Land Manager
WLP:1s
Encl.

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



I PERMIAN RESOURCES, INC. AN

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-11896 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.

Sincerely,

William L. Porter
Land Manager

WLP:Is
Encl.

P. 0. BOX 590 - NIDLAND, 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 MINERALSAND NATURAL RESOURCES DEPARTMENT
 OIL CONSERVATION DIVISION
HECE i v 35

INTEEMA'ITEROFTHEHEARWG |
CALLED BY THE OIL CONSERVATION. - FEB 12 ZUDH'
DIVISION FOR - THE . 'PURPOSE ~OF |
-CONSIDERING- S I M:u.ensmrvsmp.‘

- CASENO. 12953
. ORDERNO. R-11896

'APPLICATION OF PERMIAN RESOURCES INC FOR COI\/IPULSORY
POOLING, UNORTHODOX WELL LOCA.TION DESIGNATION OF A

- SPECIAL- EROJECT AREA, -AND SIMULTANEOUS DEDICATION, -LEA
 COUNTY,NEWMEXICO - - -

. . ORDERO DIVISION
BY THE DIVISION: '

: mscasecamconforhsanngatSISam OnOotobcr24 2002beforeExammu
DaﬁdK.Brooks .

NOW, on thls 10" day of Fcbruary, 2003, thc D1vmnn Director, havmg
" considered the testimony, the record and the recommendations of the Examiner, :

. .
* .
-

(1) "Due pubhc notice has bcen given, and the Division has jurisdiction of this
case and of the. subjoct malter :

(2) Apphcant secks an ordur poohng all. uncomm:tted ineral mteresl:s mthc
Strawn formation only, underlying thé S/2 SE/4 of Section 7, Township 16 South, Range .
36 Bast, NMPM, ImCounxy, New Mexico, forming a standard 80-acre oxlspacmg and
proration umit (tbo “80-Acre Unit” or- "Umt“) asto the Northeast Shoe Bar-Suawn PooL

. 3) I:a add:uon, Applicant seeks apprcval of an unorthodox locatmn, o
establishment. of a special project area for 'a proposed horizontal completxon, and
approval for sxmnlmmous dedmatmnasset forth below, s

: @ ApphcanI Pproposes to dedxcate the 80-Acre Unit to its proposed Chambers
Well No: 2 ("the proposed . well") t6 be drilled in the S/2 SE/4 of Section 7, at an
morthodox 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 dircction to an wmorthodox .
Strawn bottom-hole location approximately 950 feet from- the South lme and 1 500 feet
fromthe Bast line (Umt O) of Section 7. :

A b e e im e g o
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Case No, 12953
Order No. R-11896
Page2 - '

K (S) Apphcantexpectstoencomt&rﬂaesuawnfonnauonmthepmposedwell_‘
atasubsurfacelocauonappmmmatclyl 000 feet from the South line and 1,025 feet from

@oos

the East line of Section 7, andﬂzondrmappronmatclySOO fcethonzontallymtothe." .

Strawn. The proposed lateral will lie entirely outside the producmg area for thz proposed K

Unitin thz Northcast Shoe Bar-Sn'awn Pool.

. (6) In s@port of i m apphcanon for appmval of an unorthodox locanon of the
proposed Well in the Northnast Shoe Bar-Str,awn Pool, Apphcant prwented geologic -

_' tosumonymat

'.(&5 : Applioanfs objécﬁvdin the S!Iawnm .to'looate_ and tap into .

. ’

o (b) thesealgalmoundsaretypmaﬂyofsmallextontbuttendm"
~-bove1yprohﬁcpmducers , '

- (&) 3D seismic and other geologm evidence mdlca;ne the .
) cmstenceofsuchanalgalmmmdmfhesu'awnlmdcrthoNarthpartofthe. ,
© 82 SE/4of Section7;and .
@ awelldﬂledtoﬂuStravmmﬂ:eMSBMofSwnon? orat
a standard location in the S/2 SB/4 of Secuon 7 would most ﬁkoly not .
encountcrﬂ:etargetadalgalmound

()  Applicant prcswied land’ testimony to the e&‘ect that Applinant is the

operator of, and owns the entire working interest in, 'the N/2. SE/4. of Sectioti 7, the only
enctoazh.

Strawn spacing - umt toward wh:ch, the nnorthodox 1ooanon of tho pxoposed well wou1d~

(8) ‘The unorthodox locauon of tho proposed well in the Strawn, mv01vm3 g

. producing interval from a projectéd penétration location approximately- 1,000 fect frem
the South line and 1,025 foet from the Bast 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 fonnauon to consxst

. oftha SR SE/4 of Section 7.

(©) " In addition or as an alternativé to complemon in ) the Strawn. Apphcant R

proposes to complets the' proposed well in the Wolfoamp at a location stated to be 950

feet from the South line and 1,500 feet from the East line of Section 7, alocaﬂonthax .

would bé unorthodox in the North -Shoe Bar-Wolfcamp Pool. . Applicant proposes to

B mmultaneously dedicate the 160-Am:= Wolfcatmp Unit ("thc 160-Acre Umt") otiginally
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‘Onder No, R-11896 -
. PageB

‘ esmbhshcdby OrderNo R—11682 msuedmCasc No 12715 andrmtoredbyOrdctNo

doo9

R-11682-A issued in Case No. 12954, to lts Chnmbcrs Wc]l No. 1 (API No. 30—025— .

4 24617) andto the proposod well,

(10) Apphcant prmented ewdqncc to the offect that all the owners of interests

. in the 80-Acre- Unit and the 160-Acre . Unit ‘are the same pcn'sons although thexr ,
: owncrship percemages mthempecuveunmdiﬂ‘u- '

: (1 1) Although the applicaﬂon seeks appmval of an unorthodox looatlon in the
Wolfcamp 950 feet from ‘the South line and 1,500 feet from: the East line, thctwmony

_concerninig the plan of drilling indicates ﬁ:attthrobablelocauonatwhchtheproposed '
well will encounter the Wolfeamp will more closcly appronmate 1,000 feet from the East
‘hneoftheSecuon,mthetﬂmnISOOfeet. : . :

(12). The probable down-hoic locanon of the p:oposed wcll in: ﬂ:u: Wolfcamp ist

amorthodox féor the North Shoe Bm‘-Wolfcamp Pool. However, it -deviates .from the

standard location towatd the intetior of the spacing unit and. dow not encroach boWa.rd
any adjacent spacmg umt.

(13) The North Shoe Bar-Wolfcmp Pool is a prorated pool w1th a depth ‘

bracket allowable of 560 barrels. There is uo rcsttictxon on the number of wells that may
be drilled on a proration unit, and the 0pcrstor may produce the xmzt anowable from wells
on the unit in anypu:opomon. . .

' (14) In the event that the pctoposed Well proves producmve in thc Wolfcamp, ,
. approval of the proposcd unorﬁlodox Wolfcamp location of the proposed well, which is

driven by the anticipated géology of thie Strawn, will prevent waste by obviating the

nccossxtyofdn]]ing.anaddmonalwe]ltotheWolfoamp andwﬂlnotmmngcupon -

correlative nghts

(15) The mmthodox down-holo loca’aon of the praposed well in 1he Wolfcamp
should ‘be approved. Becauss the number of wells in & spacing unit. in ‘the North Shoe

Bar-Wolfcamp Pool is not restricted; no ‘approval is rcquired ‘for- the simultaneous |

dedication of the 160-A.cre Unit to'the: Chnmbers Well No. 1'and to the pmposed well.
(16) ’I‘wo or Tooré sepm::ely owned tfracts are omb;:aced thhm the 80-Acre

* Unit, and/or there are owners ofroya.hy interests arid/or undivided intérests in oil and gas

minerals in-one or more tracm included in thc 80«Acre Unit that are separately owned

(17) Applicant is.an owner of an 011 aud gas worhngmxaestmthmthe 80-
Acre Unit, Applicant has the right to drill and proposes to drill the proposod well to 2
common source of supply w1thm the SO-Acre Unit, ~ - |
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their mterests

(19) To avoxd ‘the danng of \mnccessaxy wells,. protect cotrelauve nghls

prevontwasteandaﬁordtotheownaofeaohintorestinthc%O—AmUmtheoppommty' .

: ‘torecoverorrocexwwithoutmmooessaxymmemjustandfaushmeofhydrocarbons,r

. this application should be approyed by pooling 2l unoommmed mmsxal mrerests
) Whateverthzym.aybe,mthmtheso-AcreUnit L )

(21) " The Unit should be dodlcated to the proposed Well

(22) Aﬂcr poolmg, uncommlttod working ‘nterest owners are refctred to as
nop-consenting working interest owners.. (“Uncommitted -‘working interest owners” are
-owhers of working interests mﬂnopropenyto be pooled, including wnleased minerdl
. interests, who are not parties to an operating agreement governing tharproperty) Any

_non-consenting working intercst owner sheuld te afforded the oppommny to pay its
+ share of estimated well costs 6f the proposed well to thc operator in heu of paymg its -

share of xeasonable woll cos'cs out of produouom

(23). Any non—conSontmg working interest owner should be afﬁordod the
opportunity to object to the actital well costs, but actual well costs- should be adopted as
thc reasonahlc well costs in the absmcc ofsuch objection. .

(24) Fo}lcwmg dotcminatzon of rcasonablc well costs; any non—oonscnnng

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, 1fany, thatcsnmatedwollcosts
' _paid by :1 exceed its xharo ofreasonablo Well costs. ' .

(25) Any non-consenhng woﬂcmg mtorest owner who docs not: pa.y its share of -
estimated well costs should have withhicld from production its share of reasonable well .
. costs plus an additiénal 200% thereof as a reasonable charge for the risk mvo).ved in -

drilling the well.

(18) Therc are in‘mest owners mthe 80-Acm Umtthathave not agreedtopool .

(20) Applicant should be dcmgnaxed the opera.tor of the proposed we]l and tho
‘ SO-Acrc Umt ‘ . : '

L

P
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(26) Reasonshle charges for supervmmn (oombmed ﬁxcd rates) should be ﬁxed S

"at $6,000 per. month while drilling and $650 per month while producing, provided that
~ these rates should be adjnsted annually prsuant to Section IIL1.A.3. of the COPAS form
. utlcd “dccounting Procedw-e-Jaznt Operatiom " The operator should be amhori.zed to

res v
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Case'No. 12953
- OrderNo. R-11896
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withhold from productlon the propomonate share of both the supetwmon charges a.nd the :
‘actual expenditures required for operating the well,’ notin excess ofwhat are: reasonable

. attribmble to cach non-consenhng w::rlong inierrest.

ISO T"

M Putsuant & the apphcaﬁon of Peaman Resourccs Inc., a11 wncommitied

mineml interests in the Strawn formation nuderlying the S/2.SE/4 of Section 7, Township

. - 16 South, Range 36 East, NMPM,, Lea. County, New Mcxwo ~are hereby pooled,

. forming g standard 80-acre oil spacmg and protatxon mm as to the Northoast Shoe Bar-
.Strawn Poo}. ' _ _

’I‘hz SO-A.arc Unit shall bc dedmated to Apphcant’s proposed Chambers Well No

* 2 to be drilled at an unorthodox well location [surféce location 802 feet from the South
line and 1,038 from the Bast lins, and bottom liole location approximately. 950° from the
Southhnoand 1 SOOﬁomtthasthnﬂ] mthmthe S/2 SE/4 ofScctton7 T

@ The unorthodox locanon of the proposed wcll in the Northmst Shoc 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 Eagt, NMPM,; is hereby created in the Northeast Shoe Bar-
Strawn Pool for the horizontal compleﬁon of the pmposed well. .

(3) The morthodox location of the pmposcd well in thc North Shoc Ba:r- '
. ‘Wolfcamp Pool, appromnatcly 800 feet from the Sonth ]me and 1, 000 feet from the East _

Jine ofSection 7,18 approvcd.

4 The 0pcrator of tha 80—Am:e Uit shall commence dn].hng the proposed

well on or before April 30, 2003, and shallthercaﬁar connnuednmngthe wellmthdne‘

diligence to test thc Strawn fonnauon.

(5) . Inthecventthe opemtor does not commence drilling the proposed well on.

or beforc April 30, 2002, Ordering Peragraph (1) shall be of no effect, unlms the oporator
-obtains 2 txm extension from the Division Dnector for good cause. . .

(6) . Should the proposed well not be drilled:to comple‘non, or be abandoned,

41011

within 120 days: after commencement thereof, the operator shall appear before the

Division Director and show cause why Ozdcnng Pnragraph (1) shnuld not be rescinded..

) APPM is h.ereby dpszgnated the operator of. tho proposed well and of

the SO—AGIG Umt.
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. mn—censenhngwoﬂangmtcrwtowncrs A.ftarmc cft‘ecuvcdatc of this oxder, the .

flo12

{8)' Aﬂcr poohng, mcommrtted workmg interest ‘owpers are referred t0° as.

operator ghall furnish the Division and each known non-consenting working interest

owner in-the Unit an itemized schedule of est:mated costs of ﬁnllmg, completmg and N
K equlpping the pmposed well (“well costs") :

(9) W‘rthmBOdaysﬁomthedatetheschednﬂcofeshmatcdwe]lcomm
" fumished, anynon-consannngwoﬂnnginmstowncrshanhavethgnghtm pay its share

of estimsted well costs to the operator in lieu of paying its share of reasonsble well costs

3 outofpmdncuanashmmaﬁarpmded, aud any such owner who pays its. share of
. estimated well costs as provided- above sha]l remm.n hablc: for operatmg costs but shall
. notbo hable fornak charges : : .

, (10) The opa:a.tor shall ﬁlmrsh the Dmsmn and e,ach known non-consenung
. working interest owner an itemized schedule of actual well ‘costs within 90 days-. '

follomng 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 fol]owing

receipt of the schedulc, the actnal well costs shall be deemed to be thereesonablewen_
costs. If there is'an objection to actnal well costs within the 45-day period, the Division

will determme reasonable well costs after public notice and hcarmg

(1 1). . Within 60 days followmg dctermmatron of reasonablé well cosm any nop-

consenting Workmg ‘interest owner who has paid its share ‘of estimated woll costs in
advance as provided above.shall pey to-the operator its share of the amount: that
reasonable well costs cxceed estimated woll costs and shall receive fom the opmtor its

* share of the amnunt that estimated well costs cxceed reasonablc well. costs '
(12) | The operator is hereby authonzed to mthhold thc fo]lowmg oosts and | |

\ _ chargos ﬁ'omprodncnon.

(a) . the proporﬁonatc share of rczsonahle well costs:

© attribntable o each non-consenting working interest
owner who has not.paid its share of estimated weéll -
'costswrtthOdaysﬁ‘omthedAtethcschaduleof ,
estimated well costs 1s ﬁ:rmshed, and . : :

()  asacharge for the risk mvolvcd in dnl]mg the wcll,
200% of the above costs. . )

PP NP
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(13) In the event that d determmanon 1s madc to complete the proposed we]l in-

the Wolfcamp fo:maﬁon, the operator should apply for an ammdment of Ordcr No. R-
11682-A to provule fm' allocation of costs w:th the 160-Acre Unit. . G

S 4y Theoperatorshaﬂdwm‘butethecostsandchargeswnhhcldﬁ-om'
producuon,proporhonately tothepartzeswhoadvancedﬁzewcllcosts. o

(15) - Reasonsbls charges for supérvision. (combined fxéd rates) aic- hereby
~ fixed at $6, 000 per month-whils drilling and $650 per month while producing, provided -
- thet these rates shall be adjusted ahnually pursuant to Section I, 1.A.3. of the COBAS -

form titled “Accounting ‘Procedurée-Joint Operations.” . The: operaxor is autherized to
withhold from production the proportionate share ofboth the supervision charges and the
actual expenditures: required for opérating the well, not in excess of what are reasanable,
atm'bntable to each non-cansmtmg woa:lung mtmst

_ (16') Exccpt as provided in Ordering Paragtaphs (13) and (16) ahove, all
~proceeds ﬁom prodiction from thé proposed well that are not disbursed for any reason -
. shall be placed ini escrow in Lea County, New Mexico, to be paid to the trie owner

thercof upon demand and proof of owriership, The operator shall notify the Division of
the name and address of the escrow agentwnhm30 daysﬁ'omthe daicofﬁrstdcpomt

. mththemowagcnt.

(17) Any unleased mmeral mtcrcst shall be conmdatad a seven—exghths (7/8) - -

working interest and a one-eighth.(1/8) royaliy.intercst for the purpose of allocating 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 intérests’ share of production, and no

costs or chargcs shall be WIthhcld from production atmbutablc to royalry mi:er&sts

(18) Should all the parucs to this compulsory poolmg order reach vohmxary ’
- agreement subscquent to entry of this order, the forced poohng pmvxsxons of this’ orda :

o ~shaﬂtbmcaﬁerbeofmﬁnﬂ1¢reffcct.

(19) - 'I‘he operator of the wcll md Unit sha]l noufy thc Dmsmn n wnung of

the subsequent volintary agremm of ail parlies subJect to the forced pooling prowmons

'ofthxsordcr
(20) " Turisdiction, of this case is remmed for the entry of such ﬁmhef crders as

the D:vzsion may deem necessary

@do1s
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T | DON]? at Sauta Fc, New Me:dco, on the day and year heremabovc dcmgnated.

 STATE OF NEW MEXICO -
‘OIL CONSERVATION DIVISION - -
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PERMIAN RESOURCES, INC,
DRILL & COMPLETION DETAILED COST ESTIMATE

SHOE BAR, NORTH (WOLFCAMP)
«tase Name: CHAMBERS Well No.t 1 Rleld: SHOE BAR, NE (STRAWN)
Well Loeation: SE/4 SE/4 (APPROX 990' FSL & 1100' FEL) Legal: SECTION 7, T16S, R36E
County: LBA State: NM - Prop Depth: 11,400 feat AFE No.
Obj./ Form, DRILL VERTICAL, KO HORIZONTAL, COMPLETE AND EQUIP 11,400' STRAWN PUMPING OIL WELL, MD 13,200"
RUN CSG
: DRILL VERT DRLG HORIZ
CATEGORY . & TEST COMPLETE TOTAL
INTANGIBLES:
Bulld roads, lacaton, pits & survey $25,000  Damages $5,000 $30,000 $30,000
Contract Drlg - Mobilization $30,000 : $30,000
Contract Drig - Day work 350 days @ $9.200 /day $322,000 §3232,000
Contract Drig - Day work 13.0 days @ $9,200 /day $119,600_ * $119,600
Contract Drig - Foolage feet @ oot $0 $0
Bits $65,000 $45,000 $110,000
Puel & Power $42.300 Water___$15,000 $42,000 $15,300 $57,300
Completion Rig § days @ $2,100 _ /day $12,600 $12,600
Coment Surface $5,500 Cement Intermediate $20,000 $25,800 : 525,500
Coment Production $30,000 $30,000 $30,0600
Casing Tools and Crews 55,500 $7,000 $12,500
P& A ! $8,000 §8,000
Open Hale Logging $18,000 18,000
Mud Logging 316,000 Coring 516,000 $16,000
Cased Hols Logging $10,000 $10,000
Perforating openshole completion $0 $0
DSTTesting . $16,000 $16,000
Stimulation - Acid 515,000 Stimulation - Fracture $0 $15,000 315,000
Speclal Services Directional Services, Motors, MWD $85,000 $65,000 $150,000
Rentals - Surface Rotating Head, Gas Sep., Housing $7,500 $2,500 $10,000
Rentals - BHA Equipment Whipstock, Plas,, X-overs, Valves 55,000 55,000 $10,000
Rentals - Drill Pipe ___$15,000  Tubing BOP/CK ____$3,500 13,500 $12,500
Misceltaneaus Rentals Prac Tanks $2,500 $1,500 55,000
Mud & Chemicals 330,000 310,000 $40,000
Rlig Supervision $300.00 /day 37 _Drill 13 Complete $18,500 36,500 $25,000
Trueking $4,000 34,000 = 38,000
Insurance 39,500 39,500
Qverhead $250.00  /day 37_Drill 19 Complete $9,250 54,750 $14,000
Well Equipment - Intangible Ingtallation $2,500 $4,500 040
Lease Bquipment - Intangible Instaliasion . $7,500 $7,500
Contingencios @ 10.0% of Total 375,200 $38,500 $113,700
TOTAL INTANGIBLES $826,950 $433.780 $1,250.760
TANGIBLES:
Weil Equipment - Non Controllable
Surfuce Casing »
450  frof 13:38LS  OD, 48 #e@ $18.00 /foot $8,100 $8,100
Intermedidte Casing - '
4900 fof 8.578*  OD, UL32 W@ $11.50_/foot $56,350 $36,350
Producting Casing - .
11400 frof $-1/2*  OD, 17&20 #6.@ $9.00 /foot $102,600 $102,600
Liner .«
300 Nof 4" F) oD, 129 #0h@ $6.50 1 foot $1,950 $1,950
Tubing «
11,400 Rof 2-7/8* oD, N-806.5 #,@ $3.85 /foot $43,890 $43,890
Rods -
6,600 fiof 12"FG  OD, $3.00_/foot $19,800 $19,800
4400  frof /8% & 1.8% oD, $2.00 /foot $8,800 $8,800
Pumping Unit / Motor AP1Size 640 Used Motor HP 50 543,000 5§45,000
Subsurface Pumps ' —_— ' $5000 $5,000
Qther Cantrol Subsurface 52,500 ——— 52,500
Wellhead Equipment $7,000  TbgHead __ $10,000 Valves $4,500 §7,000 _$14,800 — 521,500
Leass Bquipment - Non Controllable $1,500 31,500
Separators $2,500 Treatars $3,000 Dehyd _ 35,300 $5,500
Plowlines 1,500 ftof I"Steét OD,@ ____$3.50 /foot . — $s280 — 58280
Tanks 2 - 500 BbI Oft Tanks Used L sa000 $8,000
Sales Equipment/Meter Runs, etc, —_— 85000 — 35000
Comgpressors : S0
Pumps 3
EBlectrioal Sysiems 3 Poles, slack span, meier loop — %00 — S0
Plulngs —_—3480 54300
Other Control Leass Equipment POC 53,500 o o $3.500
TOTAL TANGIBLES $71,450 $280,790 $382,240
TOTAL WELL COST COMPLETED 3898400 5704,540 31,602,940

REMARKS: See Attached Drilling Prognosis For Detalls

Drill 17.1/2* surface hole to 450’ and set 13-3/8" caging. 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 o 11,400' log and evaluate Wolfcamp & Strawn (D&T costs)

PB & et 5-1/2" casing at §1,200'. DO & KO Horizel, Drill to TVD 11,360, MD 13 350" to specific BHL per detail.
Run opitional 4% F] liner, scidize and equip w/ BPU if required.

Prepared By! M, Stewast Initiais: Title: Engineer Datet
Approval

Company: By: Title: Date:
Share % 100,0000%

Net § Amount: $1,602,940




I PERMIAN RESOURCES, INC. AN

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-11896 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.

Sincerely,

W1111am L. Porter,
Land Manager

WLP:Is
Encl.

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

Yes, /we elect to participate.

No, I/we elect not to participate.

Sotirios Rallis
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. STATE OF NEW MEXICO
ENERGY MI.'NERALSAND NATURAL RESQURCES DEPARTMENT
 OIL CONSERVATION DIVISION
HECE N D
"IN THE MATTER OF THE HEARING . |
CALLED BY THE OIL CONSERVATION. = FEB.1 2 *2003'
DIVISION FOR - THE - PURPOSE ' OF - |

?CONSIDERING- R , | I WU-ERSTHATVERTF-.

. CASENO. 12953
- ORPERNO. R-11896

AP].’LICATION OF PERMAN RESOURCES, INC FOR COMPULSORY
POOLING, UNORTHODOX WELL LOCATION, DESIGNATION OF A
- SPECIAL PROJECT AREA, AND SIMULTANEOUS DEDICATION LEA '
COUNTY NEW MEXICO : '

| ORDEB OE THE D!Z!SION
B IVISION: | | |
.' . This case came on for hearmg at 8:15. am, on Octobcr 24, 2002 before Examiner

. Dav1dK. Brooks. - , :

. NOW, on this 10® day of Febmary, 2003, the Division Director, having
- considered the testimony, the record and the recommendations of the Examiner,

(1) Due pubhc notice has been given, and the Division has jurisdiction of this
caseandofthe subjectmatter .

(2) Apphcznt secks an ordcr poolmg all. uncomnnttcd mineral mxeresus in thc

Strawn formation enly, underlying the S2 SE/4 of Section 7, Township 16 South, Range
36 East, NMPM, Lea County New Mexico, forming a standard 80-acre oﬂspacmg and -
proration unit (tho “80-Acre Umt” or- "Umt“) asto the Northeast Shoe Bar-Strawn Pool.

. 3) In addxton, Apphcant seeks approval of an unorthodox locatxon, o
establishment. of a special project area for :a proposed horizontal compleuon, and
approval for snmnltaneous dedlcanonas set forth below. o

Lo @) Apphcant proposes to de(hcate the 80-Acre Unit to its proposed Chambms
Well No: 2 ("the proposed well") 16 be drilled in the S/2 SE/4 of Section 7, at an
unorthodox surface location 1,038 feet fiom the South line and 802 feot 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 westetly direction to an umorthodox .
Strawn bottom-hole location approximately 950 feet from- the South hne and 1 500 feet
ﬁomtheBasthne (Umt O) of Section 7. ‘

e o A e
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Case No, 12953
Order No. R-11896
Page2 -

) Apphcanxcxpectsto encomuerthesuawnfonnauonmthepmpoaedwell ’
ata subsurﬁcc location approximately 1,000 feet from the South line and 1,025 feet from - -
the Bast line of Section 7, and then driil approximately 500 feet horizontally into the *
Strawn. The proposed lateral will lic entirely outside the producmg area for t’nc proposed :

Unitin the Northeast Shoe Bar-Strawn Pool.

(6) In suppon of i ns apphcauon for appmval of an lmorthodox locanon of the

. proposed well in the Northmst Shoe Bar-Strawn Pool, Apphcant pmsenbd geologic -
tcsnmonyﬂmt:

;(a)' - 'Appligant's obj‘ecﬁvdin the Su'awnls ‘to‘lopatqand mp into .

: (b) thesealgalmomdsmtypwaﬂyofsmaﬂextcntbuttendto"
- be verypmhﬂcpmducexs '

, (¢) 3-D seismic ‘and other geologxc ewdeuce indicate the .
mstenceofsuchanalgalmmmdmmesmnundcrtthorthpartofthe. _
S/28E/4ofSecnon7 and ‘

@ aweﬂdnﬂedtoﬂlesuawninﬂ:eNIZSEM ofSecuon7 orat
a standard location in the S/2 SE/4 of Secuon 7 would most lJ‘.ker Dot
encounter the targeted algal mound. '

() Applicant presmted land’ testimony to the eﬁt‘ect that Apphcant is the

opexator of, and owns the entire working interest in, ‘the N/2 SE/4. of Section 7, the only

Strawn spacmg umt toward whlch the unorﬂ:odox locanon of thc pmposed wr:ll would-

encroach.

(8) ‘The unnrthodox Iocanon of thc proposed well in the Stram mvolvmg a
. producing interval from a projected penétration location approximately- 1,000 feet from
the South line and 1,025 feet from the East line to a projected bottom-hole location 950 .

fectfromtheSothhneandl,SOO feetﬁomtheEastlmeofSecuon7 should be
approved, and a special project area should be crcated m the Strawn fomanon to consxst

of thc S22 SE/4 of Section 7.

9 " In addition of as an a]Iematxvc 10 compleuon in the Strawn, Apphcant '

proposes to complete the proposed well in the Wolfcamp af a location stated to be 950
feet from the South line and 1,500 feet from fhie Rast line of Section 7, 2 location that

. would bé unorthodox in the North Shoe Bar-Wolfcamp Pool: . Applicant proposes to
‘ sxmultaneously dedicate the 160-Am:= Wolfcamp Unit (“the 160-Acre Unit") originally

doos
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- Case.No. 12953 ,
*Order No. R-11896
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eslabhshodbyOrderNo R—11682 msuedmCasc No 12715 mdrcstoredbyOrdcrNo

R-11682-A issued in Case No. 12954, to 1ts Chambers Wcll No. 1 (API No. 30-025-
. 24617) andto thcproposed well. . . , '

(10) Apphcant presmted emdence to the effect that all the owners of interests

. in the 80-Acre Unit and the 160-Acre Unit are the same pm'sons althnugh their
: owncrshxp pa'cenmgesmthzrwpecuw tnits: d:ﬂ'er '

- (11) Althoughthe apphcanonseeks appmval of anunorthodox 1ocatummthe
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 Wolfeamp will mote closcly appronmate 1,000 feet from the East

_hneofthc Secuou,ratherﬂml SOOfeet.

(12) The probable down-hoie location of the proposed Well in- the Wolfcamp is -
morthodox for the North Shoe Bar-Wolfcamp Pool. However, it -deviates .from the

standard location toward the interior of the spacmg unit a.nd dow not enm'oach towzu'd
any adjacmt spaomg umt. '

(13) The North Shoc Bar-Wo]fcamp Pool is a proraied pool thh a depth ‘

bracket allowable of 560 barrels. There is no rcsmcuon on the number of wells that may

- be drilled on a proration unit, aund the operator may prodiice the umt allowable from wells '

on the unit in anyproporﬁon.

(14) In the event that the pmposcd Well provos producuve in the Wolfcamp, ,
 approval of the. proposcd unor&:odox ‘Wolfcamp location of the proposed well, which is

driven by the anticipated goology of thie Strawn, will prevent waste by -obviating the

necessity of drilling an 2 add.monal well to the Wolfcamp and wﬂl not mfnnge upon .

correlative nghts

(15) The lmorthodox down-hole locatlon of the proposed well in ﬂle Wolfcmp
should ‘be approved. Because the number of wells in a spacing unit. in - the North Shoe

Bar-Wolfcamp Pool is not testricted, no approval is required ‘for the simultaneous .

dedication of the 160-Am‘e Unit tothe: Chambm's Well No. 1'and to the pmposed well.

Qe6) Two or muore sepmxely owned tracts are embraced w1thm the 80-Acre
Unit, and/or there are owners of royalty interests and/or undmded ntérests in oil and gas
minerals in-one or more ttacts included in the 80- Acre Unit that are separately owned.

(17) Applicant is -an owner of an 011 and gas working interest mthm the 80-
Acre Unit, Applicant has the right to drill and proposes to drill the proposed well to a
common. source of supply Withm tbe SO-Acre Unit, ~ - ,

@009
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| (18) Therc are mtcrest owners m ﬂ:e 80-Am Umt that have not agreedto pool :

their mterests

(19) To avold ‘the dn]]mg of unnccessary wells,. protect cotrelauve nghis

prevent waste and afford to the owner.of each intorest in the 80-Acre Unit the opportunity

‘to recover or receive without uhnecessary expense its just-and fair share of hydrocarbons,

~ this application should be approved by pooling all’ 1mcomm1tted mmexal mierests
' whatevorthoymaybe,mthmthe 80—AcreUmt L . _

21 " Thie Unit shou]d be dadlcatcd to the pmposed well

(22) After poohng, unoomrmtted working ‘nterest owners are referred to as
non-consenting working interest owners.. (“Uncommitied working interest owners” are
-owners of working interests in the property to be pooled, including urleased mineral
. interests, who are not partics to an operating agreement governing that property.) Any
‘non-consenting working intercst owner should be afforded the oppoztunny td pay its
- share of estimated well costs of the proposed - well to the oporator in Lien of paymg its -

share of reasonable well costs out of product:on.

(23). Any non- consenung working interest owneér shoula be afﬁordeq me
opportunity to object to the actital well costs, but actual well costs- should be adopted as
thc reasonahlc well costs in the absence of such objection. .

(24) Follomng dcterm:mtxon of reasonable well costs; any non—consmmng
working interest owner who has paid: its share: of estimated costs should pay to the

- operator its share of the amount, if any, that reasonsble well costs exceed estimated well -

oostsandshonldrecerveﬁ:omtheopmatortheamoum,ﬁmy,matesnmatedwellcosts

: _pald by 1t exceed its share ofreasonable mll costs

(25) Any non—consenhng woﬂnng intmst owner who does not pay its share of

estimated well costs should have withhield from production its share of reasonable well .
. costs plus an additional 200% thereof &s a reasonable charge for thie risk mvolved in -

drilling the well.

(20) Apphcaﬂshouldbedmgnatedtheoperatorofthemposedweumdthe.
‘SO-AcreUnn ' o )

L lgeio

(26) Reasonsable charges for slrpervmon (combmed ﬁxcd rates) should be fxxed o

“at $6,000 per. month while drilling and ‘$650 per month while producing, provided that
these rates should be adjnsted ammually prirsuant to Section IIL1.A.3. of the COPAS form -

titled “decounting Procedure-Joint Operations.” The operator should be authorized to

P
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Case'No. 12953
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withhold from productwn the propomonate share of both the supa'vmon charges and the -
‘actual expenditures required for operating the well, not in excess of what are: reasonable,

. amibutableto cachnon-consenhng WOrkmg mj:erest.

o Pursuant o thc apphcatlon of Pemnan Resourcos, Inc all unoomm;ttcd
mincral interests in the Strawn formation mnderlying the S/2.SE/4 of Sectton 7, Township

16 South, Range 36 East, NM.PM.,, Lea County, New Mcmo, are hareby pooled,

forming a standard 80-a::re oil spacmg and proratxon mnt as to the Northoast Shee Bar-
.Suawn PooL : .

2 to be drilled at an unorthodox Well location [surfice location 802 feet from the South
line and 1,038 from the East line, and bottom hole location apprommatcly 950 from the
South lme and 1,500 from the East Iine] vmhm the S/Z SE/4 of Section. 7. o

2 The unorthodox looauon of thie proposed wcll in the Northmst 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 Bast, NMPM, is hereby created in. the Northeast Shoe Bar-

Strawn Pool for the horizontal compleﬁon of the pmposcd well.

(3) The unorthodox location of the proposed well in the North Shoc Bar- '

Wolfcamp Pool, approximately 800 feet from the Sonth hne and 1, 000 feet from the East
.hneofSectlon7 mapproved. - . .

(4 The operator of the 80-Acre Umt shall commence dnﬂmg the proposed

well on or before April 30, 2003, and shall thereaﬁar continue drxlhng the well w1th dne

diligence to test tho Strawn fomztmn.

(5) . Inthe cventthe opetator does not commence drilling the proposed well on:

The 80—Acrc Unit shaﬂ be dedicated to Apphcanx s proposed Chamba‘s Well No '

4011

or beforc Apri) 30, 2002, Ordering Paragraph (1) shall be of no effect, unlcss the opcraxor

-obtains a t:mc extension fmm the Division Dxrcctor for good cause.

(6) . Shbuld the proposed well not be drilled to completmn, or be abandoned,

within 120 days- after commencement thereof, the operator shall appear before the .

Division Director and show cause why Ordenng Paragraph @ should not be rescinded..

)] Apphcanx is hereby demgnated the opcrator of the proposed well and of

the SO-Acre Unit,
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: ~ 8) ' After pooling, uncominitted working interest ‘owners are refeired 1o as.
~ non-cemsenting working interest owners. - After the cffective 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 drilling, completing. and

- equipping the proposed well ("well costs™,

(9  Within 30 days from the date the schedule of estimated well  costs is
" fumnished, any nor-couseriting working intérest owner shall have the right to pay its share
of estimated: well costs to the operator in lieu of paying its share of reasonsble well costs
. out of production as hercinaftér provided, and any such owner who pays its. share of
- estimated well costs as provided above, shall remiain lisble for operating costs but shall
~ notbe liable forrisk charges. . . .- - . - - - D -

. (10)  The operator shall fumish 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-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 decmed 1o be the reasonable well
costs. If there i an objection to actual well costs within the 45-day period, the Division
will determine reasonable well costs after public notice and hearing. . s

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

 share of the amount that estimated well costs exceed reasonable well costs.

- (12) " The oporstor is hereby ‘anthorized 1 withhold the following costs and
chzrges'ﬁ;i;nprodlwﬁon;-.,.." e B = g S

(& . the proportionate share of reasonable well costs-
* attributable to 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
estimated well costs is firnished; and . ; :

(b)  asacharge for the risk favolved in drilling the well,
200% of the above costs, . _— .

Ve st mAtyman e ek o 8 s gk e e e
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(13) In the event that d detennmanon 1s made to complete the proposed we]l in-

the Wolfcamp formauon, the operator should apply for an amendmcnx of Ordcr No R-
11682-A to prowde for allocauon of costs w1thm the 160 -Acre Umt. AR

| (14) - “The operator shall distribute the costs and charges vmhheld ﬁom' -
producnnn, propomonaiely,to thepartteswho advanced the well costs. - '

as) . R::asonable cha.tges for supemsmn (GOmbmed ﬁxed raxes) arc hercby
fixed at $6, 000 per month-while drilling and $650 per month while producing, provided

that these rates shall be adjusted ahnually pursuant to Section ITL.1.A.3. of the COPAS

form titled “Accounting ‘Procedure-Joint Operations,” .The operator is autherized to
withhold from production the proportionate share of both the supervision charges and the
actual expenditures- required for opérating the well, not in excess of what are reasonahle,
am:ibutable to each nnn-consentmg workmg mtex:cst ' .

| (16) Exoept as provided in Ordermg Paragraphs (13) and (16) above, all
~ proceeds from firoditction from thé 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 owrership, The operator shal] notify the Division of
the name and address of the csntow agem within 30 days from the date of ﬁrst dcposﬂ:

. w1th the escrow agent.

(17) Any unleascd mmeral mtercst shall be cons1dered a seven—elghths 7/8) -

working interest and a one-eighth. (1/8).royalty interest for the purpose of allocating: costs
and charges under this order.. Any well costs or charges thataretobepazd out. of

- production shall be withheld only from the working interests’ share of production, and* no

costs or chargos shall be withheld from production attnbutablc to royalty mter&sts
(18) "Should alt the parﬂes to this compulsory poolmg order reach vohmtary

' .agreement subscquent to entry of this order, the forced poolmg provxsxons of this’ orda o
' -shaﬂthma.ﬁerbeofnoﬂnﬂaeref&ct : _ : ’

(19) - The opcrator of the well zmd Umt shall notxfy the Dnnsxon s wntmg of

the subsequent voluntary agreement of all parlies sub_] ect to the forced pooling provxsmns

'ofthmordcr
(20) Imsdmtmn of this case is retamcd for the eniry of sach furrhet orders as

the Dzv:sion may deem necessary.

@o1s3
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DONE at Santa Fe, New Mcxmo, on thc day and year heremabove dcsxgnated. |

STATE OF NEW MEXICO .
OIL CONSER.VATION DIVISION

e he ene et o taa e pas s meeiise = e N



PERMIAN RESOURCES, INC,
DRILL & COMPLETION DETAILED COST ESTIMATE

Well No.: 2 Fleld: SHOE BAR, NE {(STRAWN)
Well Lacations SE/4 SB/4 (APPROX 990’ FSL & 1100' FEL) Legal: SECTION 7 T16S, RI6E
County: LEA State; NM - Prop Depth: 11,400 feet AFE No.t
0Ob)./ Form, DRILL VERTICAL, KO HORIZONTAL, COMPLETE AND EQUIP 11,400' STRAWN PUMPING OIL WELL, MD 13,200*
RUNCSG  _
DRILL VERT DRLG HORIZ
CATEGORY & TRST COMPLETE TOTAL
INTANGIBLES:
Bulld roads, locaton, pits & survey $25,000  Damages §5,000 $30,000 $30,000
Coniract Drig - Mobilization $30,000 $30,000
Contract Drig - Day work 350 days @ $9,200 _ /day $322,000 5322,000
Contract Drlg - Day work 13.0 days @ $9,200  /day $119,600 $119,600
Contract Drig - Footage feet @ Hoot $0 $0
Bits $65,000 345,000 $110,000
Fue! & Power $42,300 Water __ $15,000 $42,000 $15,300 $67,300
Completion Rig 6 dayz @ 52,100 /day $12,600 $12,600
Cement Surface $5,500 Cement Intermediate $20,000 $25,500 - $25,500
Cement Production $30,000 $30,000 $30,000
Casing Tools and Crews $5,500 $7,000 $12,500
B&A ' 38,000 38,000
Open Hole Logging $18,000 $18,000
Mud Logging 516,000 Coring $16,000 $16,000
Cased Hole Logging $10,000 $10,000
Perforating open-hole completion $0 50
DST/Testing . $16,000 $16,000
Stimulation » Acid $15,000 Stimulation - Fracture $0 $15,000 515,000
Speciol Services Directional Services, Motors, MWD $85,000 365,000 $150,000
Rentals - Surface Rotating Head, Gas Sep., Houslng $7,500 $2,500 $10,000
Rentals - BHA Bquipment Whipstoek, Plos., X-overs, Valves 55,000 35,000 $10,000
Renais - Drill Pipe 315,000 Tubing BOP/CK $3,500 $18,500 $18,500
Miscellancous Rentals Frac Tanks $2,500 $2,500 $5,000
Mud & Chemicals $30,000 310,000 §40,000
Rig Supervision $500.00 /day 37 Drill 13 Complete $18,500 $6,500 $15,000
Trucking 34,000 54,000 ~ 38,000
Insurance $9,500 59,500
Overhead $250.00  /day 37 Drill 19 _Complete $9,250 $4,750 $14,000
Well Equipment - lntangible Instailation $2,500 $4,500 $7,000
Lease Equipment - Intangtbls Ingtaliation $7,500 $7,500
Contingencies @ 10.0%_ of Total $75,200 $38,500 $113,700
TOTAL INTANGIBLES $826,950 $423,750 $1,250,700
TANGIBLES:
Well Bquipment - Non Controllable
Surface Casing -
450 frof 13.3/8LS  OD, 48 #h@ $18.00_/foot 58,100 58,100
latermediste Casing - i
4900 flof 8.5/8" oD, 34432 W@ $11.50_/foot 356,350 356,350
Producting Casing -
11,400 ftof $-1/2% oD, 17&20 #f.@ $9.00 /foot $102.600 $102,600
Liner -
300 fiof 4* RJ oD, 129 #8,@ $6.50_ / foot $1,950 31,950
Tubing -
11,400  fiof 2-7/8" oD, N-8065 #f,@ 33.85 /foot $43,890 $43,890
Rods -
§,600  fiaf L2"FG 0D, $3.00_/foot $19,800 $19,800
4400  fof /8" & 1s* oD, 32.00 _/foot $8,800 $8,800
Pumping Unit/ Motor APl Size 640 Used Motor HP 50 $45,000 $45,000
Subsurface Pumps ’ : $5,000 $5,000
Other Control Subsurface $2,500 — 52,500
Wellhead Equipment $7000  TbgHead _ $10,000 Valves $4,500 $7,000 $14,500 $21,500
Lease Bquipment - Non Controliable $1,500_ 51,500
Separators 32,500 Treaters $3,000 Dehyd 35,800 $3,500
Flowlines 1,500 frof 3" Steél OD, @ $3.50 /foot 35,250 $8,250
Tanks 2 - 500 Bbl Ofl Tanks Used $8,000 $8,000
Sales Equipment/Meter Runs, ete, $5,000 _$5,000
Compressors S0
Pumps 30
Electrical Systems 3 Poles, slack span, meter loop — 53,300 —_— 535800
Fittings 34,500 $4,500
Other Control Lease Equipment POC $3500 o __ ____ $3,500
TOTAL TANGIBLES $71,450 $180,790 $352,240
TOTAL WELL COST COMPLETED $898.400 $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" casing, Drill 11" intermediate hols 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 casts).

PB & set S-172" casing a1 11,200, DO & KO Horiztl. Drill 1o TVD 11,360, MD 13,350’ 10 specific BHL per detail,
i ired.

Run opitional 4" P} liner, acidize and equip w/ BPU if required

Prepared By: M. Stewart Initials: Title: Engineer Date:
Approval

Company: By: Title: Date:
Share % 100.0000% Net § Amount:

$1,602,940




Y PERMIAN RESOURCES, INC. AN

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-11896 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.
Sincerely,

William L. Porter, CPL
Land Manager

WLP:1s
Encl.

P. 0. BOX 590 + MIDLAND, TEXAS 79702-0590
PHONE* (G15) £85-0113 + FAX: /915) 685-3621
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Chambers #2
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Yes, I/we elect to participate.

No, I/we elect not to participate.

Andrei Rallis
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. STATE OF NEW MEXICO
ENERGY MINERALS AND NATURAL RESOURCES DEPARTMENT .
- OIL CONSERVATION DIVISION |
HECEN”
mmmmnormmmc .
CALLED BY THE OIL CONSERVATION. - FEB,1 2 vzggg-
DIVISION _FOR - THE - PURPOSE " OF |

7CONSIDERING. SR , ' I WLLERSTHATVERTF-

- CASENO. 12953
- ORPERNO. R-11896

'APPLICATION OF PERMAN RESOURCES, INC. FOR comnnsony
POOLING, UNORTHODOX WELL LOCATION, DESIGNATION OF A

- SPECIAL - PROJECT AREA, AND SIMULTANEOUS DEDICATION LEA
‘ COUNTY NEW MEXICO :

. o . gmox_rmnmsmbt'
BY THE DIVISION: | | |
: 'I‘h:scasecameonforheaxmgats ISa.m onOctober24 2002beforeExammm
N Dav1dK. Brooks. . , :

: NOW, on thls .LO_“_‘ day of Fcbruary, 2003, thc Dmsmn Director, havmg
" considered the testimony, the record and the recommendations of theBxann'ncr.

[FINDS THAT:
(1) Due pubhc notice has been given, and the Division has jurisdiction of this
case and of the. subject matter, :

@ - Apphcan:t sceks an ordcr poolmg all. uncommxtted ineral mxcrests in thc
Strawn formation enly, 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 (tbc “80-Acre Umt" or: "Umt“) as to the Northeast Shoe Bar-Su'awn Pool.

- (3) In addltlon, Apphcant seeks appmval of an unorthodox locauon, o
establishment. of a special project area for ‘a proposed horizontal compleuon, and
approval for s:mnlimeous dedmanonas set forth below, o

- ) A.pphcant proposes to ded1cate the 80-Acre Unit to its proposed Chambens
‘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 Rast-
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 westetly direction to an umorthodox .
Strawn bottom-hole location approximately 950 feet from: the South lms and 1 500 feet
ﬁom the Bast line (Umt O) of Section 7. <
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®). Apphcant expects to enootmter tb.e Strawn formauon in. the pmposed well

st & subsurface location approxiniately 1,000 feet from the South line and 1,025 fect from - -
the East line of Section 7, and then drill approximately 500 feet horizontally into the
Strawn. The proposed lateral will lie entively outside the producmg area for the propOSed -,

Unitin the Northoast Shoe Bar-Sh‘awn Pool.

: (6) In mppoﬂ: of 1ts apphcauon for approval of an unorthodox locanon of the
. proposed well in the Northoast Shoe Bar-Stram Pool, Apphcant prmented geologic -
‘ twumonyﬂ:at: -

(@) ‘Appﬁganfs objECtch"inthe suawn'is.to'locateandwp into .
algalmo : o o

- (b) thesealgﬁlmoundsarotyplcallyofs:nallextentbuttendto"
- ‘be velypmhﬁcpmducexs , '

- () 3D seismic ‘and  other geologzc ewdence indicate the :
_ cxistence ofmwhanalgalmoundmtheStmwmmdortthorthpartofthe .
+ S/2SE/4of Section7;and _
@ awelldn]ledtoﬂmStrawnmtheN/ZSEMofSwuon? orat
a standard location in the §/2 SE/4 of Socnon 7 would maost likely not .
encounter the targeted algalmound

(7)  Applicant presonted land' testimony to the effeot that Apphcant is the

operator of, and owns the entire working ‘interest in, the N/2. SE/4 of Section 7, the only

Strawn’ spacmg umt toward w]nch the unorthodox locanon of tho proposed we]l would '

encroach.

(8) ‘The unorthodox locauon of the proposed well in the Sn-awn, mvolvmg a
. producing interval from a projected penétration location approxijmately- 1,000 fect 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 Bast kine of Section 7, should be
approved, and a special project area should be crcated m the Strawn fomauon to oonmst
of tb.o S/2 SE/4 of Section 7. .

(9)  In addition of as an | alternative to oompleuon in the Strawn, Apphcant

proposes to complete the proposed well in the Wolfcamp af a location stated to be 950
feet from the South line and 1,500 feet from thie East line of Section 7, & location that
. would bé unorthodox in the North -Shoe Bar-Wolfcamp Pool: . Applicant proposes tor

‘ s:multanoously dedicate the 160-Am:= Wolfcamp Unit ("thc 160-Acre Umt") originally

i@oos
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" established by Order No R—11682 lssued in Case No 12715 and r&xtored by Order No. -
R-11682-A 1ssuod in Case No. 12954, to 1ts Chambers We]l No 1 (API No. 30-025-

‘ 24617) andto thcproposodwell. o

(10) Apphoant prwmated emdence 1o the effect that all’ the Owners of interests

. in the 80-Acre: Unit and the 160-Acre Unit are the- same porsons although their
: ownorshxp percenuges mtherespecuveumm drﬂ‘m-

c (1 - Although tb.e apphcanon seeks approval of an unorthodox looatum in the
Wolfcamp ‘950 feet from the South line and 1,500 feetﬁomtheBasthns,thetwumony

,conoemmgtbeplanofdnllmgmdmatwtbnttheprobable Iocanona.twhtchmeproposed |

well will encounter the Wolfcamp will more closoly approximate 1,000 feet from the East
_hneoftheSecuon,rathm‘thanl SOOfeet. . . )

igjoo9

(12). The probable down-hoie locat.\on of the proposed well m- ﬂm Wolfcmnp is'

wmorthodox for the North Shos Bar-Wolfcamp Pool. However, it -deviates .from the
standard location toward the interior of the spaomg vmit a.nd dow not . em:roach toward
any adjacent spaomg umt. ‘

(13) Thie North Shoe Bar-Wolfcamp Pool isa prorated pool vmth a depth '

bracket allowable of 560 barrels. There is no restriction on the aumber of wells that may

- be drilled on a proration unit, and the opcrator may produco the nmt allowable from wells

on the unit in any proportion.

(14) In the event that the pmposed well proves producuve in the Wolfcamp, ,

- approval of the proposed unorthodox Wolfcamyp location of the proposed well, which is
driven by the anticipated geology of tlie Strawn, will prevent waste by -obviating the

necessity of drilling an 2 a.ddmonal well to the Wolfcamp and wﬂl not mﬁmge upon '

correlative nghzs

(15) The unorthodox down-hole locatlon of the 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 of the 160-A.cro Unit to"the- Chnmbets Well No. 1'and to the proposed well.

(16) T WO OF T0Oré separa;tely owned tracts are embraced mthm 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-Aore Unit that are separately ownod.

(17) Applicant is anownorofan oxl and gasworkmgmterestmthmﬂm 80-
Acre Unit. Applicant has the right to drill and propases to drill the- proposed well to a
common source of supply w1thm the SO-Acre Unit, ™~ -
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their mterosts

| '(1'8) Thgrc are mtcrest owners in the 80-Am Umt thathave not agreedto pool .
(19) To avo1d ‘the dnllmg of unnecessazy “wells,. protect coirelanve nghts, '

prevent waste and ‘afford to the owner of each interest in the 80-Acre Unit the opportunity
'to recover or receive without uimecessary expense its just and fair share of hydmcarbons,

this application should be approved by pooling all’ uncommﬂted mmzral mtcrests

o whatevm-thcymaybe witkin tho 80-Acte Uit

(20) Apphcant should be dmguahed the opemtor of thc proposed well md the
. 80-Acre Umt ‘ '

(21) The Unit shmﬂdbe dndlcatcd to the pmposed well

(22) Aﬁcr poolmg, uucommtted working fnterest owners ‘are rcfen:ed to as .
non-consenting working interest owners.. (“Uncommitted ‘working interest owners” are
-owners of working intetests in the property to be pooled, including tmleased minersl

_ interests, who are not pazues to an operating agreement governing that property.) Any

non-consenting working interest owner should be afforded the oppomzmxy to pay its

-~ share of estimated well costs of the proposed well to the opcrator in lien of pay:ng its -

share of reasonable we]l costs out of productton.

(23). Any non-conscnung working interest owner shoula ‘be a.ffordcd the
opportunity to object to the actital well costs, but actual well costs- should be adopted as
thc reasonahlc well costs in the absencc of such objection. .

(24) Fonowmg detcmnmatlon of reasonable well costs; any non—consennng

working interest owner who has paid: its share: of estimated casts should pay to the

operator its share of the amount, if any, that reasonsble well costs exceed estimated 'well -

costs and should receive from the operator the amowmit, 1fany, that csumatedwell costs

' _paid by 1t excced its share ofreasonable Wan costs

(25) Any non-consennng workmg mxerest 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  § asa reasonablc chﬂrge for thie risk mvolved in -

drilling the well.

} (26) Reasonable charges for superwmon (comhmed ﬁxcd rates) should be ﬁxed
at $6,000 per. month while drilling and $650 per month while producing, provided that
 these rates should be adjnsted annually pursuzant to Section IL1.A.3. of the COPAS form
- utlcd “Aocounung Procedure-.foznt Operanons * The operator should be a.uthonzed to

e
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withhold from productron the proportronate ‘share ofboth the supervlsron charges and the -
‘actual expenditures required for operating the well, Dot in excess of tht are: reasonablc,

: amibutable to each non-conscnnng worlcmginterest.
(1’) Pursuant to the apphcamn of Pemnan Resources, Inc all uncomrmttcd
mmeral m’nerests in the Strawn formation underlying the $/2.SE/4 of Secuon 7, Township
. 16 South, Range 36 Bast, NM.PM,, Lea County, New Mc:mo are hereby pooled,

forming a standard SO-acre oil spacmg and promuon umt as to the Northeast Shoe Bar-
.Suawn Pook ’ ‘

2 to be drilled at an ynorthodox well location [surfice location 802 feet from the South
line and 1,038 from the East line, and bottom hiole location approximately 950-from the
South line and 1,500 from the East line] vmbm the S/2 SE/4 ofSecnon 7.

2 The unorthodox locauon of the proposed We]l in the Northwst 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 Bast, NMPM,; is hereby created in the Northeast Shoe Bar-
Strawn Pool for the horizontal compleﬁon of the proposod well. :

(3) The mmorthodox, location of the proposed well in the North Shoc Bar- ‘
. Wolfcamp Pool, zpprox:matcly 800 feet from thé South lme and 1, 000 feet from the East _

line of Soctlon 7,18 approvcd.
4) 'I'he opcrator of the 80-Amre Umt shall commencc dnllmg the proposed

well on or before April 30, 2003, and shall thercefter continue dnllmg the well w1th duc

diligence: to test the Strawn fonnatron.

.(5) . Inthe oventthe opwtator does not commence drilling the proposed well on
or befora April 30, 2002, Ordering Paragraph (1) shall be of no effect, unless the 0perator

.obtains a tmc extension ﬁ:om the Divigion Dueotor for good cause.

(6) Should the proposed well not be drilled to oompleuom, or be abandoned,

The 80—Acrc Unit shall be dedlcated to Apphcanx s proposed Chambm's Well No ‘

@o11

within 120 days- after commencement thereof, the operator shall appear before the

Division Director and show cause why Ondenng Para.gmph (1) should not be rescinded..

)] Applrmm: is hereby demgnaxed the operai;or of the proposed well and of

the 80~Acrc Umt
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’ “(8) Aﬁ:r poo]mg, uncommltted workmg mraest Oan's are referred to- as.
_ non-censenting 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 en itemized schedule of estxmated costs of dnlhng. completmg and

| ~equipping the pmposcd well ("well costs")

(9) Within 30 days from tbn date the sohedulc of esmmated well costs is

" farnished, any non-consenting wo:hng intérest owner shall have the right to pay its share

of estimgtied well costs to the operator in lieu of paying its share of reasonable well costs

- out ofpmducuonashercmafm'prowded, and any such owner who pays its share of
. estimated well costs as provided. abovc. sha]l remam hablc for operatmg costs but sha]l

N notbehzblefornskcharges

(10) The oparator shall ﬁ:m:sh the Dmsmn and each known non-consennng

worhng interest- owner an itemized schedule of actual well costs within 90 days-. '

followmg completion of the proposed well: " If no objection to the aqtual ‘well costs is

. received by the Division, and' the Division has not objected within 45 ddys following
receipt of the schodulc, the actual well costs shall be deemed to be the reasonable ws]l.
costs. If there is an objection to actual well costs within the 45-day period, the vaxsxon

wﬂl detamme reasonable well costs after public notice a.nd hcanng

(11) Within 60 days fo]lowmg dcte:mmatron of reasonable well costs, any non-
consenting workmg interest owner who has paid its share of estimated well costs in
advancé as provided above shall pey to-the operator its sharc of the amount: that
reasonable well costs cxceed estimated woll costs and shall receive from the opu‘ator its

. share of the amount that estimated well costs cxceed reasonablc well costs

(12) " The opcrator is hcrcby anthonzed to thhhold thc fo]lowmg oosts and
_ charges ﬁom prodncuon. ' . :

(3 . the proportlonate share of msonahlc well costs:
© attributable to each non-cobsenting working interest
owner who has not.paid its share of estimated well -
 costs within 30 days fromthe dite the schedule of
estimated well costs 1s ﬁzm:shed, and . - :

(b)  asacharge for the risk mvoIvedm dnllmg the wcl],
200% of tbe above costs, | . )

igo12
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(13) In the event that d detennmatzon 1s made to’ completz the proposed well in-

the Wolfcamp formation, the operator should apgly for an amendmenz of Oxdcr No R—
11682-A to pro‘nde for a]locauon of costs w1thm the 160-Acre Umt. G

4y The operator chall distribute the costs and chargcs wn:hheld fmm' |
production, PI’OPOT&OMGIY hthcpmteswho advanced the well costs. - . o

as) . Rcasonable charges for superwmon (wmbmed ﬁxed rates) arc hercby
fixed at $6, 000 per month-while drilling and $650 per month while producing, provided

that these rates shall be adjusted ahnually parsuant to Section IIL1.A.3. of the COPAS -

form titled “Accounting Proceduré-Joint Operations.” The: opm:axor is autherized 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,
atm‘bumble to each nnn-consanung woﬂnng mtm:st ‘ .

. (16) oncpt as provided in Ordenng Paragraphs (13) and (16) above all -
~_ proceeds from prodiction from thé proposed well that arc not disbursed for any reason -
- shall be placed in escrow in Lea County, NewMemco,tobepmdmtheuueowncr

thereof upon demand and proof of ownership, The operator shall notify the Division of
the name and address of the cscmw ageni within 30 days from the date of ﬁrst depoent

' thhthccscrowagcnt.

a7n . Any unleascd mmeral mtercst shall be consxdered "4 seven—ezghths /8) -

working interest and a one-eighth. (1/8).royalty interest for the. purpose of allocating 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 ohargcs shall be mthhcld ﬁ:om production attubutablc to royalty mterests
(18) Should il the paztes to this compulsory poolmg order reach vohmtary

~ .agreement subsequent 1o entry of this order, the forced poohng prows:ons of this ordea‘ K
- <sha11thmaﬁerbeofnofm:t11¢reffect. : . '

a9 - The 0perator of fho wcll and Uit shall mufy the Dmsmn in wrm.ng of

the subsequent vohimtary agreemmai of all parﬁes Sllb_]ect to the forced pooling provmons

of thls order.
(20)  Jurisdiction of this case is retamed for the entry of such furthm‘ orders as

the Dmsion may deem nacwsary

@o1s3
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. | D_ON? at Sauta Fc, New Mexiéo, on the day and year heremabove dcsxguated. |

 STATE OF NEW MEXICO - L
"OIL CONSERVATION DIVISION - -




PERMIAN RESOURCES, INC,

DRILL & COMPLETION DETAILED COST RSTIMATR

~tase Names CHAMBERS

Well No.:

Well Locations

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

SHOE BAR, NORTH (WOLFCAMP)

Pield: SHOE BAR, NE (STRAWN)

Legal: SECTION 7, T16S, R36E

County: LEBA States NM - Prop Depth: 11,400 feet AFE Nou
Ob}.J Form. DRILL VERTICAL, KO HORIZONTAL, COMPLETE AND EQUIP 11,400' STRAWN PUMPING OIL WELL, MD 13,200
RUN CSG
DRILL VERT DRLG HORIZ
CATEGORY & TEST COMPLEI'E TOTAL
INTANGIBLES:
Buiid roads, locaton, pits & survey $25,000 Damages $5,000 $30,000 $30,000
Contract Drig - Mobilization $30,000 $30,000
Cantract Drlg - Day work 150 days @ $9,200  /day $322,000 $322,000
Contraet Drig » Day work 130 days @ $9,200  /day $119,600 $119,600
Contract Drig - Footage feet @ Hoot $0 30
Bits $65,000 $45,000 $110,000
Fuel & Power $42,300 Water ___$15,000 $42,000 $15,300 $57,300
Completion Rig 6 days @ $2100  /day $12,600 $12,600
Cement Surface $S 500 Cement Intermediate $20,000 $15,500 : $25,500
Cement Production $30,000 $30,000 $30,000
Casing Taols and Crews $5,500 57,000 $12,500
P& A $8,000 $8,000
QOpen Hale Logging $18,000 $18,000
Mud Logging $16,000 Coring $16,000 516,000
Casged Hole Logging $10,000 $10,000
Perforating open-hole completion $0 $0
DST/Testing . $16,000 $16,000
Stimulation - Acid $15,000 Stimulation - Fracture $0 $15,000 315,000
Special Services Directional Services, Motors, MWD 385,000 368,000 $150,000
Rentals - Surface Rotating Head, Gas Sep,, Houslng $7,500 $3,500 $10,000
Rentals - BHA Bquipment Whipstock, Pkrs,, X-overs, Valves $5,000 $5,000 $10,000
Rentals - Dril] Pipe ___$15,000 Tubing BOP/CK 53,500 $18,500 $18,500
Miscellaneous Rentals Prac Tanks $2 $2,500 $5,000
Mud & Chemicals $30,000 $10,000 $40,000
Rig Supervision $500.00_ /day 37_Drill 13_Complete $18,500 56,500 525,000
Trucking $4,000 54,000 $8,000
Insurance $9,500 $9,500
Overhend $250.00 /day 37_Drill 19 Complete $9,250 $4,750 $14,000
Well Equipment - Inangible Instaliation 52,500 $4,500 $7,000
Lease Bquipment - Intangible Installation 57,500 $7,500
Contingencics @ 10.0% of Total $75,200 338,500 $113,700
TOTAL INTANGIBLES $826,950 $423,750 $1,250,700
TANGIBLES:
Well Bquipment - Non Controllable
Surface Casing -
450 frof 13-3/8LS  OD, 48 #HR@ $18.00 / foot $8,100 58,100
internmediate Casing - '
4,900 fiof 8-5/8* QD 24&32 #0,@ $11.50 /foot $56,350 $56,350
Producting Casing »
11400 fiof s-12* 0D, 174£20 #6,@ $9.00 /foot $102,600 $102,600
Liner -
300 fof 4*F)  OD, 129 #t.@ $6.50_ / foot $1,950 $1,950
Tubing -
11,400  fof 2-7/8" oD, N-806.5 #0t.@ $3.85 /foot $43,890 $43,890
Rods «
§,600  fof 12"FG  OD, $3.00_/foot $19,800 $19,800
4400 Rof 7/8"&).5" oD, $2.00_/ foot 58,800 $8,800
Pumping Unit/ Motor APISlze 640 Used Motor HP 50 $45,000 $45,000
Subsurface Pumps : ' 55,000 $5,000
Other Control Subsurface $1,500 —— 52,500
Welihead Equipment $7,000 TbgHead __$10,000 Valves $4,500 $7,000 514,500 $21,500
Lease Equipment - Non Controllable 51,500 1,500
Separators $2,500  Treaters $3,000 Dehyd ;500 — §53500
Flowlines 1,500 frof 3"Steel OD, @ $3.50 _/foot $5,250 §5,250
Tunks 2 - 500 Bb! Oi! Tanks Used $8,000 $8,000
Sajes Equipment/Meter Rum. eic, — 85,000 $5,000
Compressors $0
Pumps $0
Blectrical Systems 3 Poles, slack span, meter loop — 3500 —— 83,500
Pinings 00 — 84,500
Other Control Lease Equipment POC 53800 o o _$3,500
TOTAL TANGIBLES $71.450 $280,790 $352,240
TOTAL WELL COST COMPLETED $898,400 $704,540 51,602,940

REMARKS: See Attached Drilling Prognosis For Details

Drill 17-172* surface hole to 450" and set 13-3/8" casing. Drill 11" intermediate hola ta 4,900" and set 8-5/8" casing.
Drill 7-7/8* groducdon hole t0 10,000', KO build angle and drill to 11,400 jog and evaluate Wolfcamp & Strawn (D&T costs).

Run opitional 4* FJ liner, aci

uired.

PB & set 5-1/2" casingat 11 2\)0‘ DO & KO Horiztl. Drill to TVD 11,360, MD 13,350" 10 specific BHL per detail,
and equip w/ BPU if r

Prepared Byt M, Stewart Initlals:
Approval

Company: By:
Share %: 100.0000%

Net $ Amount:

Titlet Engineer

Date:

Date:

81,602,940




Y PERMIAN RESOURCES, INC. AN

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-11896 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.
Sincerely,

‘.

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



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 OFNEW MEXICO .
ENERGY, MINERALS.AND NATURAL RESOURCES DEPARTMENT
 OIL CONSERVATION DIVISION -
RECEN”

INTHEMA'ITEROF_'THEHEARING |
CALLED BY THE OIL CONSERVATION. FEB.12 2003
DIVISION FOR - THE - 'PURPOSE  OF |

»‘consmERme. SR | L M'LLERSTHATVERT;:.t

- CASENO. 12953
- ORDERNO. R-11896

VAPPLICATION OF PERMIAN RESOURCES, INC FOR COIVLPULSORY
POOLING, UNORTHODOX WELL LOCATION, DESIGNATION OF A
SPECIAL PROJECT AREA, .AND SIMULTANEOUS DEDICATION LEA

| ' COUNTY, NEW MEX[CO ’ _
. N ER O 1?. SION
BY THYE m 2. ISION: . | .. | | ‘
: | ' This case came on for hean.ug at 8:15. am, on Octobe.r 24, 2002 before Examiner
. Dav1dK. Brooks. . :

. NOW, on this Lcﬂ‘ day of February, 2003, the Division Director, having
" considered the testimony, the record and the recommendations of the Examiner,

(1) ‘Due pubhc notice has been given, and the Dmsmn has jurisdiction of this
case and of the. subject matter. :

(2) Apphcant secks an order poohng all. uncommxttcd mineral mxerests in thc
Strawn, formation enly, underlying the S/2 SE/4 of Section 7, Township 16 Sourh, Range .
36 East, NMPM, ImCounty New Mexico, forming a standard 80-acre oﬂspacmg and -
proration unit (thc “80-Acre Umt” or: "Umt") asto the Northeast Shoe Bar—Suawn Pool.

3) In addluon, Apphcant seeks approval of an unorthodox locatxon, .
establishment. of a special project area for ‘a proposed horizontal completlon, and
approval for s:mnlmneous dodlcauonasset forthbclow s

- @) Apphcant proposes to dedxcate the 80-Acre Unit to its proposed Chambers
‘Well No: 2 ("the proposed well") 16 be drilled in the S/2 SE/4 of Section 7, at an
wnorthodox surface location 1,038 feet from the South: line and 802 feet fiom 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 direction to an umorthodox .
Strawn bottom-hole location approximately 950 feet from: the Sduth hns and 1 500 feet
ﬁ:om the Bast line (Umt O) of Section 7. -

R
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() Apphcant expects to enoounter tb.e Strawn fonnanon in- thc pmposed weﬂ ,
ata subsurﬁcc location approximately 1,000 feet from the South line and 1,025 feet. from v
the Rast line of Section 7, and then drill approximately 500 feet honzontally into the'
Strawn. The proposed lateral will lie entirely outside the proctucmg area for thc proposed R

Unitin the Northcast Shoe Bar-Su'awn Pool.

(6) In support of i m apphcanom for approval of an unorthodox locaimn -of the

. proposed well in the Northzast Shos Bat-Stra.wn Pool, Apphcanx pmenmd geologic -
twumony&mt:

(a) Apphcant's obJeGchmtthtrawnmtolocateandmmeo .
algalmomds S , ,

) theseatgatmomdsmtypmauyofsmanextamm:mm-’
: -bevcrypmh.ﬁcpmducas . ‘

A () 3-D: seismic ‘amd other geologlc ewdeuce indicate the = .
existence ofmmhmalgalmomdmtheStawnlmderﬂicNorthpartofthe o
S/2 SE/4ofSect|on7 and

@ awelld:ﬂledtoﬂleSt:awnmtheN&SEM ofSec:uon7 orat
a standard location in the S/2 SE/4 of Seouon 7 would maost Ekcly not
encounter the targeted algal taound. '

(7)  Applicant presc:nted land' testimony to the effect that Apphcant is the

operator of, and owns the entire working interest in, the N/2. SE/4 of Section 7, the only

Strawn spacing - umt toward w]nch the lmorthodox locanon of the proposed wcll wouldA

ennroach.

(8) ‘The morﬂmdox locanon of the pmposed well in the Strawn, mvolvmg a
. producing interval from a projected penétration location approximately- 1,000 fect 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 ares should be cnmd m the Strawn fonnauon to consxst

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

(9 In addition of as an a.ltema.uvc to complenon in the Strawnz, A;:phcant

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 thie Rast line of Section 7, 2 location that

would bé unorthodox in the North -Shoe Bar-Wolfcamp Pool. - Applicant proposes to

R sxmnltaneously dedicate the 160 ~Acre Wolfcamp Unit (“the 160-Acre Umt") originally

f@oos
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" established byOrdm'No R—11682 lssuedmCasc No 12715 andr&storedbyOrderNo

14009

R-11682-A issued in Case No. 12954, to lts Chambers Wcﬂ No. 1 (API No. 30—025- '

‘ 24617)andtotheproposodweE o

(10) Apphcant pmented ewdence to the offect that afl’ the owners of interests

. in the 80-Acre Unit and the 160-Acre - Unit ‘are the- same pm:sons although then'
: owncrsh1p percmmges mthempecuve units- diﬂ‘u '

- (1 1)~ Although the apphcahon seeks approval of an ynorthodox locatlon in the
Wolfcamp ‘950 feet from the South line and -1 SOOfeetfromtheEasthnc, thetwumony

_concerning the plan of drilling indicates that the probable location at which the proposed '

well will encounter the Wolfcamp will more closely approxrmate 1,000 feet from the East

| line oftheSecuon,rathm‘ﬂm 1,500 feet.

(12) The pmbable down-hoie location of the proposed well in: the Wolfcamp is -
morthodox for the Nerth Shos Bar-Wolfoamp Pool. However, it deviates .from the

standard location towatd the interior of the spacmg unit and dow not ena'oach towud
any adgacent spacmg umt. '

(13) Thc North Shoe Bar-Wolfcamp Pool is a prorated pool Wlth a depth '

bracket allowable of 560 barrels. There is no rcstnctmn on the number of wells that may

be drilled on a proration unit, and the opcrator may produce the umt allowable from wells '

on the unit in anypropomon.

. (14) In the event that the pmposed well provw producuve in thc Wolfcamp, ‘
- approval of the proposed unorthodox Wolfcamp location of the proposed well, which is

driven by the anticipated géology of tlie Strawn, will prevent waste by -obviating the

ncc&smtyofdrﬂ]mg'anadmuonalweﬂtotheWolfcamy andwﬂ]notmﬁmgeupon .

corrclative nghts

(15) The tmarthodox down-holc locatxon of the proposed well in ﬂae Wolfcmp
should be approved. . Because the number of wells in 2 spacing wnit. in the North, Shoe

Bar-Wolfcamp Pool is not restricted, no approval is required ‘for the simulidneous

dedication of the 160-A.cre Unit to'the Chambers Well No. 1'and to the pmposed well. .

(16) Two or more sepmxely owned tracts are embraced mthm the 80-Acre
Unit, and/or there are owners of royalty iterests anid/or undivided interests in oil and gas
minetals in-one or more tracm included in thc SO-Acre Unit that are separately owncd.

(17) Applicant is.an owner of an oﬂ and gas working interest within the 80-
Acre Unit, Applicant has the right to drill and proposes 1o drill the proposed well to a
common source of supply mthm the SO-Acre Unit, -
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| '(18) 'I'here are mterest owners m the SO-Acre Umt that ha.ve not agreed to pool :

their mxerests

(3 9) To avold ‘the dn]hng of unneeessary wells,. protect eorrelatIve nghts
prevent waste and afford to the owner.of each interest in the 80-Acre Unit the Opportumty

: ‘to recover orreeezvewzthoutmneoessaryexpense 1ts_)usta.ndfan'shareofhydroca:’oons,
- this application should be approved by pooling all uneommmed mmeral mterests
whatovertheymaybe within the 80—AereUnit L : .

(21) The Unit should be dedlcated to the proposed well

(22) Aﬂer poo]mg, uneom:mtted working interest owners ‘are refetred to as"

nop-consenting working interest owners.. (“Uncommitied working interest owners” are
owners of working interests in ths property to be pooled, including urleased minersl

. interests, who are not pattiw to an operating agresment governing that property.) Any
_non-consenting working intercst owner should be afforded the oppoxtumly to pay its
- share of estimated well costs of the proposed well to the operator in lien of paymg its -

share of reasonable we]l costs out of productr.on.

(23). Any non-consennng working interest owner shoula ‘be aﬂ'ozdeu the
opportunity to object to the actiial well costs, but actual well costs: should be adopted as
the reasonahle well cosm in the abse.noe of sueh objection.

(24) Follomng detemnatxon of reasonable well costs; any non—oonsenhng
working interest owner who has paid: its share: of estimated costs should pay to the

operator its share of the amount, if any, that reasonsble well costs exceed estimated well -

costs and should receive from the operator the amount, 1fany, thatesnmatedwell cosm

: .pa:ld by 1t exceed its sbare ofreasonablewe]l eosts

(25) Any non-consennng wox:lcmg mterest owner who does not pay its share of
estimated well costs should have withhield from production its share of reasonable well

. costs plus an additional 200% thereof as a reasonable oharge for the risk mvolved in -

drilling the well,

(20) Apphcant should be desxgnated the operator of the proposed well and the_
_ SO-Acre Umt ‘ .

Ldoie

(26) Reasonsble charges for supervmon (combmed ﬁxed rates) should be ﬁxed S

'at $6,000 per month while drilling and $650 per month while producing, provided that
~ these rates should be adjnsted ammially pursuant to Section IIL1.A.3. of the COPAS form
. titled “Aecounting Procedure-Joint Operations.” The operator should be authorized to

B X e T
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withbold from productlon the propomonate share ofboth the superwsmn charges and the -

‘actual expenditures required for operating the well," not in excess of what are reasonablc,
. attn'butable to w:h non-consenhng woﬂnng mmtest. S _ o

‘ (1’) Pursuant to thz apphcanon of Pemuan Resoutces, Inc all uncomzmttcd
mmeral interests in the Strawn formation nuderlying the S/2 SR/4 of Secuon 7, Township
.16 South, Range 36 Bast, NM.P:M,, Lea County, New Mcxmo, are hzreby pooled,

forming a standard 80—acre oil spacmg and proratxon umt as to the Northcast Shoe Bar-
,Su-awn Pook - , v

Thc 80—Acre Unit shall be dedmated to Apphcant’s proposed Chambm.‘s Well No

2 to be drilled at an unorthodox well location [surfice location 802 feet from the South
line and 1,038 from the East line, and bottom hole location approximately 950 from the
SouthlmeandlSOOﬁ'om&zcEasthne]mthmtheS/ZSEMofSccuon? c

2 The unorthodox locauon of the proposed well in the Northwst Shoc 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 Northcast Shoe Bar-
Strawn Pool for the horizontal compleﬁon of the pmposed well. :

(3) The unorthodox location of the propos«l well in the North Shoo Bar- '

‘Wolfeamp Pool, approximately 800 feet from the South hne and 1, 000 feet from the Easr
.1meofSect10n7 xsappmved, - : : _

(4)  The opcrator of thn SO-Ame Umt shall commzncc dnl]mg the proposed

well on or before April 30, 2003, and shall thercaﬁer continue dnlhng the well w1ﬂ1 dne

diligence: ’ao test thc Strawn fom:.auon. :

.(5) . Inthe eventthe operator does not commence dn]]mg the pmposed well on-

a011

or before April 30, 2002, Ordering Paragraph (1) shall be of no effect, unless the 0perator

-obtaips a tmw extension from the Division D:rcctor for good cause. -
(6) Should the pmposed well not be drilled to completmn, or be abandoned,

within 120 days' after commencement thereof, the operator shall appear before: the

Division Director and show cause why Ordermg Pa::a.gtaph 1) should not be rescinded..

N () Apphcant is hereby dwgnaxed the opcrator of the proposed well and of
the SO—Acre Umt v
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: (8) Aftct poohng, uncommlttcd workmg mmest ownca:s are referred to as.
. non-cansmnngwoﬂungmtcrwtowners Aiberthecft‘ectlvedatcofthlsordcr the .

ope.rator ghall furnish the Division and each known non-copsenting working interest

owner in-the Unit an itemized schedule of est!maied costs of ﬂnlhng, completmg and
K eqmppmg the pmposcd we]l (“well costs") '

(9) Wrthm 30 days ﬁ:om thc da:te the schcdulc of estlmated well costs is

" fumished, any nori-cousenting worhng interest owner shall have the right to pay its share

of estimsted well costs to the operator in lien of paying its share of reasonsble well costs

. out of praduction as hercinafter provided, and any such owner who payz its. share of
. estimated well costs as provided. above sha]l remam hablc for operaung costs but shall '

- not be hable fornsk charges

(10) The oporator shaﬂ fuxmsh the Dlvmon and cach known non-oonsnmmg

working interest- owner am itemized schedule of actual well costs within 50 days .

following completion of the proposed well.” If no objection to the atztual well costs is
received by the Division, and the Division has not objected within 45 days followmg

receipt of the schodulc, the actual well costs shall be decmed to be the reasonable well

costs, If there is an objection to actual well costs within the 45-day period, the D1v1s1cm'

wﬂl determmc reasonable Well costs after public notice and hwmg

(11) Within, 60 days followmg dctermmatmn of reasonable well costs any non-
consenting working interest owner who has paid its share of estimated well costs in
advancé as provided above.shall pay to-the operator its share of the amount: that
reasonsble well costs exceed estimated woll costs and shall receive from the opuator its

" share of the amonnt that estimated well costs wcceed reasunahlc well. costs

(12) " The operator 1s hcrcby authonzed to thhhold thc followmg costs and ‘
_ charges ﬁomprodnctlon. A . .

(a . the pmporuonate share of msonahle well costs.-
- attributable to each non-con.sennng working interest
owner who . has not.paid its share of estimated well -
costs within 30daysﬂ'omﬂ1edatetheschcdule of
mmmd well costs 1s ﬁnmshed, and . : :

(b)  asacharge for the risk mvolvcd in dnllmg the wcll,
200% of the above costs, . )

go12
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(13) In the event that a determmmon 1s madc to complete the proposed well m. :

the Wolfcamp formaton, the operator should apply for an amendment of Ordc.r No R-
11682-A to provxdc for allocanon of costs w1th1n the 160-Acre Umt. AR

(14) - The operator ghail dxsb:ibuxe the costs and charges wﬁhheld ﬁ-omr

' prbductmn, proporhonately to thc paattes who advanced the well costs. -

(15) . Rcasonable cha:ges for supervmon (combmcd ﬁxed ra.tes) are hereby »-

fixed at $6, 000 per month-while drilling and $650 per month while producing, provided

that these rates shall be adjusted. atnually pursuant to Section II.1.A.3. of the COPAS

form titled “Accounting Proceduré-Joint Operations.” -The opaator 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 rcasonable,
atm‘bumble to each non-oonsentmg worhng mtcrcst ' .

‘ (16) Exocpt as provided in Ordenng Paragraphs (13) and (16) above all
_ proceeds from prodirction from the proposed well that are not disbursed for any reason
- shall be placed in escrow in Lea County, Nemeco,tobepaldtothemxeowncr

thereof upon demand and proof of ownership, The operator shall notify the Divisian of
the name and address of the cscrow agcnt within 30 days from the date of ﬁrst dcpos:lt

, wu:h the escrow agent.

(17) Any unleased mmeral mtcrcst sha]l be oons1dered a seven—exghths (/8) - -

working interest aud a one-eighth. (1/8) royalty interest for the purpose of allocating 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 intérests’ share of production, and’ no

costs or chargos shall be withheld from production atlnbutablc to royalty mﬁerects

(1 8) Should all the partxes to this compulsory poo]mg ordcr ‘reach vohmtary

- agreement subsequent to entry of this order, the forced poolmg prowsxons of this ordm- o

o -shaﬂtbmea.ﬁcrbeofnoﬁmhemef&ct.

19) - The operator of the well and Umt sha]l not:fy the- vamon in wntmg of

the subsequent vohmtary agremnm:t of all parlies subject to the forced pooling pmvmons
of this order. - .

20) Imsdmtmn of this case is retamcd for the entry of such ﬁn'ther orders as

the vaxsxon may deem necessary

@o13
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i | DON? 'a; Santa Fe, New Mcxiéo, on the day and year heremabovc dcmgnated. -

" STATE OF NEW MEXICO )
‘OIL CONSERVATION DIVISION - -




PERMIAN RESOURCES, INC,
DRILL & COMPLETION DETAILED COST ESTIMATE

SHOE BAR, NORTH (WOLFCAMP)
wtase Name: CHAMBERS Well Not 2 Pleld: SHOE BAR, NE (STRAWN)
Waell Loeation: SB/4 SE/4 (APPROX 990" FSL & 1100* FEL) Legal: SECTION 7, T16S, R36E
County: LEA State: NM - Prop Depth: 11,400 feet AFE Noot
0Ob)./ Form, DRILL VERTICAL, KO HORIZONTAL, COMPLETE AND EQUIP 11,400' STRAWN PUMPING OIL WELL, MD 13,20¢' :
RUN CSG
' DRILL VERT DRLG HOR1Z
CATEGORY & TEST COMPLRETE TOTAL
INTANGIBLES:
Build roads, locaton, pits & survey $25,000  Damages  $5,000 $30,000 ' $30,000
Contract Drig - Mobilization $30,000 $30,000
Contract Drlg » Day work 150 days @ $9,200  /day $322,000 $322,000
Contract Drig - Day work 130 days @ $95,200  /day $119,600 * $119,600
Contract Drlg - Footage feet @ oot s0 50
Bits $65,000 $45,000 $110,000
Fuel & Power 542,300 Water ___ $15,000 $42,000 $15,300 357,300
Completion Rig 6 days @ $2,100 _ /day $12,600 $12,600
Cament Surface $5.500 Cement Intermediate $20,000 $25,500 : $25,500
Coment Production 530,000 $30,000 530,000
Casing Tools and Crews $5,500 $7,000 $12,500
P&A ! $8,000 $8,000
Open Hole Logging $18,000 $18,000
Mud Logging 316,000 Coring 516,000 $16,000
Cased Hole Logging $10,000 $10,000
Perforating open-hole completion $0 30
DST/Testing . $16,000 316,000
Stimulation - Acid $15,000 Stimulation - Fracture $0 $15,000 $15,000
Specinl Services Directiona! Services, Motors, MWD $85,000 $65,000 $150,000
Rentals - Surface Rotating Head, Gas Sep., Housing 37,500 $2,500 510,000
Rentals - BHA Equipment Whipstock, Pkrs., X-overs, Valves $5,000 35,000 $10,000
Rentals - Drill Pipe __$15,000 Tubing BOP/CK ___ $3,500 $18,500 18,500
Miscellancous Rentals Frac Tanks 52,500 00 $5,000
Mud & Chemicals _$30,000 310,000 540,000
Rig Supervision $500,00 /day 37 _Drilt 13 Complete $18,500 36,500 $28,000
Trucking $4,000 $4,000 =~ 38,000
Insurance 59,500 $9,500
Overhead $250.00 /day 37 _Drill 19_Complete §9,250 $4.750 $14,000
Well Equipment - Intangible Installation 52,500 $4,500 $7,000
Lease BEquipment - Intangible Instatlation . $7,500 37,500
Contingencies @ 10.0% of Total $75,200 $33,500 $113,700
TOTAL INTANGIBLES $826,950 $423,750 - $1,250,700
TANGIBLES:
Well Equipment - Non Controliable
Surface Casing -
450 frof 13-38LS  OD, 48 W@ $18.00 /oot $8,100 $8,100
Imenmediate Casing - ’
4900  frof 8-5/8"  OD, 24832 #h@ $11.50_/foot $56,350 $56,350
Praducting Casing « :
11400 fiof 5.1 0D, 17&20 #0,@ $9.00 /oot $102,600 $102,600
Liver -
300 fRof 4* 1 oD, 12 #0h@ $6.50_{ foot $1,950 $1,950
Tubing -
11,400  Rofl 2-7/8" oD, N-8063 ¥ @ $3.85 7 foot $43,890 $43,890
Rods -
§600  fof \2"EG 0D, $3.00 /oot $19,800 $19,800
4400 fof 2/8"& 1.5 oD, $2.00 / foot $8,800 $8,800
Pumping Unit/ Motor APl Size 640 Used Motor HP 50 345,000 $45,000
Subsurface Pumps ) ! $5,000 $5,000
Other Control Subsurface —_— 52,800 — . 52,500
Wellhead Equipment $7,000  TbgHead __ $10000  Valves ___$4500_ $7,000 $14,500_ $21,500
Lease Equipment - Non Coatrollable $1,500 31,500
Separators $2,500  Treaters $3,000 Dehyd ____ —35800 85500
Plowlines 1,500 frof 3"Swél OD,@ $3.50_ / foot : o ssas - ssast
Tanks 2 -'500 Bbl Oit Tanks Used _ __ss000_ $8,000
Sales Equipment/Meter Runs, ete, — 85000 —_— 55000
Compressors $0
Pumps M
Blactrical Systems 3 Poles, slack span, meter loop — 53,500 — 83,800
Fiuings —_— 4800 54,500
Other Contro! Lease Equipment POC __ 53,500 . ______ $3,500
TOTAL TANGIBLES $71.450 $280,750 $352,240
TOTAL WELL COST COMPLETED $898,400 $704,540 $1,602,940

REMARNKS: See Attached Drilling Prognosis For Details

Drill 17:1/2" surface hole 10 450' and set 13-3/8" casing. Drill 11" intermediate hole to 4,300" 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 st 11,200, DO & KO Horiztl. Drill to TVD 11,360 MD 13,350' to specific BHL per detail.
Run opltional 4* FJ liner, acidize and equip w/ BPU {f required.

Prepared By: M, Stewart Initials: Titte: Engineer Date:
Approval

Company: By: Title: Date:
Shave % 100.0000%

Net § Amount: $1,602,940




I PERMIAN RESOURCES, INC. AN

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-11896 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.

Sincerely,

W1111am L. Porter,
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.

Nancy Fox
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. STATE OF NEW MEXICO |
ENERGY MINERALS AND NATURAL RESQURCES DEPARTMENT .
 OIL CONSERVATIONDIVISION - |
F\’ECEN”
]NTHEMA’I'I'EROETHEEEARDIG |
CALLED BY THE OIL CONSERVATION. FEB.12 -2003
DIVISION FOR ° THE - 'PURPOSE OF - |

-CONSIDERING. SR , | I M’“-ERSTHATVERT;:_

. CASENO. 12953
- ORDPERNO. R-11896

'APPLICATION OF PERMIAN RESOURCES, INC. FOR COMPULSORY
POOLING, UNORTHODOX WELL LOCATION, DESIGNATION OF A

 SPECIAL PROJECT AREA, AND SIMULTANEOUS DEDICATION LEA '
‘ COU'NTY NEW MEX[CO : E

o _ ER OF DIVISION
: Thmcasecame on forhsarmgats 15. am, on Octobm-24 2002 before Examiner
. DavidK. Brooks. . .

NOW, on this ,],_t')il day of February, 2003, thc Dmsmn Director, havmg
" considered the testimony, the record and the recommendations of theExammcr :

(1) Due pubhc notice has been given, and the Dmsmn has jurisdiction of this
case and of the. subject matter. :

(2) Apphcant secks an order poohng all. uncommxtted tineral mxeresus in thc

Strawn formation enly, underlying the S/2 SE/4 of Section 7, Township 16 Sonth, Range
36 East, NMPM, Lea County New Mexico, forming a standard 80-acre oil spacmg and
proration mit (ﬂw “80-Acre Umt" or: "Umt“) asto the Northeast Shoe Bar-Strawn Pool..

‘ 3) In addiuon, Apphcant seeks approval of an unon‘hodox locatxon, o
establishment. of a special project area for ‘a proposed horizontal completlon, and
approval for snmnlmneous dedlcauonasset forth below. e

: “4) Apphcant proposes to de(hcate the 80-Acre Unit to its proposed Chambers
Well No: 2 ("the proposed well") 16 be drilled in the S/2 SE/4 of Section 7, at an
unorthodox surface location 1,038 feet fiom 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 umorthodox .
Strawn bottom-hole location approximately 950 feet from- the South lme and 1 500 feet
fromthe Bast line (Umt O) of Section 7. '

e e
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- (5) Apphoant oxpects to encomter the Strawn fonnauon in. tho proposed well
ata subsurﬁcc 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 honzontally into the’

Strawn. The proposed lateral will lie entively outside the producmg area for the proposed -,

Umt n thr. Northoast Shoe Bar-Strawn Pool.

. (6) In support of 1ts apphoaﬁon for appmval of an unorthodox loca:uon of the
. proposed well in the Northcast Shoe Bar-Stmwn Pool, Apphcant pmenned geologic -
. tesumony!hat:

: (a.) Apphcant's objeouve mﬂmo Su'awnls to locate and mp into .
algalmounds S ‘ .

- (b) thesealgalmoundsarctypmﬂyofsma]lextembuttendto"
: -boverypmhﬁcproducers ‘ '

A () 3-D' scismic ‘and other geologlc ewdance indicate the = .
existence ofsuchanalgalmoundmthe Strzwnundortthorthpartofthe o
S/2$E/4ofSocuon7 and

@ aweﬂdrﬂlodtoﬂ:osuawnmthom SE/4 ofSocuon7 orat
a standard location in the S/2 SE/4 of Socuon 7 would most likel'y not
encounter the targeted algal ound. '

() Applicant prosontod land: testimony to the effect that Apphcant is the

operator of, and owns the entire working interest in, 'the N/2. SE/4. of Section 7, the only

Strawn spacing - umt towzrd whxch the unorthodox locanon of tho proposed wcll would -

encroach.

@008

(8) ‘The unorthodox locauon of the proposod well in the Strawn, mvolvmg a

. producing interval from a projected penétration location apprommately 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 ne of Section 7, should be
approved, and a special project area should be crmed in the Strawn fonnanon ho conmst

- of the:S/2 SE/4 of Section 7.

9 In addition or as an , altemative to oompleuon in 2 the Strawn, Apphcanx _

pmposes to complete the proposed well in the Wolfoamp af a location stated to be 950

feet from the South line and 1,500 fect from the East line of Section 7, a location that
. would bé unorthodox in the North -Shoe Bar-Wolfeamp Pool. . Applicant proposes to
' sxmultanoously dedicate the 160-Acre Wolfcamp Unit (“the 160-Acre Umt“) originally
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" established by Order No R—l 1682, 1ssued in Case No 127 15 and r&stored by Order No. -

141009

R-11682-A issued in Case No. 12954, to 1ts Chambers Wc]l No. 1 (API No. 30—025- '

, 24617)andtothepmposodweu, L

(10) Apphcam pr&imtod ewdencc to the offect that ajl’ the owners of interests

i the 80-Acre Ugit and the 160-Acre Unit ‘are the' same persons, although their
: owncrshp percemnges mtherwpecuve Units diﬂ‘cr '

= (1 - A]Ihough the application seeks approval of an unorthodox looatum in the
Wolfcamp '950 feet from the South kine 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 mote. closely appro:nmate 1,000 feet from the East

| hneoftthecuon,ratha‘ﬂmnl SOOfeet.

(12) The probable down-hoie locauon of the proposed we]l in: the Wolfca:np ig -
umorthodox for the North Shoe Bar-Wolfcamp Pool. However, it -deviates .from the

standard Jocation toward the interior of the spacmg umit and dow not cmaoach toward
any adjacent spacmg umt. ‘

(13) The North Shoe Ba:-Wolfcamp Pool isa prorated pool Wlth a depth
bracket allowable of 560 barrels. There is no rcstnctxon on the number of wells that may

* be drilled on a proration unit, and the 0pcra1m' may produce the nmt allowable from wells

on the umt n anypropomon.

(14) In the event that the pmposod well provw producuve in the Wolfcamp, ,
- approval of the proposed unorthodox Wolfcamp location of the proposed well, which is

driven by the anticipated geology of thie Strawn, will prevent waste by obviating the

necessity of drilling ana addmon,al well to the Wolfoa.mp and wﬂl not mfrmge upon .

correlative nghts

(15) The unmthodox down-hole locatl.on of the proposed well in ﬁac Wolfcunp
should be approved. . Because the number of wells in 2 spacing unit. in the North. Shoe

Bar-Wolfcamp Pool is not restricted, no approval is required ‘for- the simultaneous |

dedication of the 160 -Acre Unit to"the: Chﬂmbors Well No.1 and to the pmposed well.

(16) Two or more separaxely owned tracts are embraced thhm the 80-Acre
Unit, and/or there are owners ofroyaltymtotests and/or undivided intérests in oil and gas
minerals in-one or more tracts included in the 80-Aore Unit that are separately owned.

(17) Applicant is.an owner of an 011 and gas working interest within the 80-
Acre Unit, Applicant has the right to drill and proposes to drill the- pxoposed well 10 2
common source of snpply w1thm th,, 80-. Acre Unit, - - |
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their mterests

(19) To avoxd ‘the dn]lmg of unnmessary “wells,. protect con'elauve nghts

preventwastzandaﬁordtotheownerofeachintorestmthc*so -Acre Unit the opportunity

‘to recover or receive without unnecessary cxpense its Justandfaxrshareof bydrocarbons,

. this application should be approved by pooling all meommmed mmeral mtcrests
‘ whatevcrtheymaybe,mthmthcso-AcreUnit L ) .

(21) Thc Unit should be dedlcated to the pmposed We]l

(22) After poohng, uncoramitted working interest owmers ‘are referred to as

nop-consenting working interest owners.. (“Uncommitted -‘working interest owners” are
owiers of working interests in the property to be pooled, including ugleased minersl

non-consenting working interest owner shenld be afforded the oppoztunny to pay its

- share of estimated well costs of the proposed well to the operabor in lieu of paymg its -

share of reasonable Wcll costs out of productton

(23). Any non-conscntlng working interest owner shoula ‘be aﬁordea the
opportunity to object to the actiial well costs, but actual well casts- shnuld be adopted as
thc reasonahlc well costs in the absencc of such objection. .

(24) Followmg detennmatzon of reasonablc well costs; any non-consmnng

working interest owner who has paid: its share of estimated .costs shoald pay to the

operator its share of the amnunt, if any, that reasonsble well costs exceed cstimated -well -
" codts and should receive from the operator the amount, 1fany, that csnmatedwell cos'w
' ‘paad by 1t exceed its share ofreasomble Well costs :

(25) Any non-conscnhng wo:kmg mterest owner who does not pay its share of
estimatéd well costs should have withheld from production its share of reasonable well .
. costs plus an additional 200% thereof &s a reasonable charge for the risk mvolved in -

drilling the well.

(18) 'I'h.cm are mtcrest owners m the SO-Am Umt that ha.ve not agreedto pool :

(20) Apphcant should be dcmgnated the aperaior of the pmposed well and thc}
_ 80-Acre Umt ‘ N -

. interests, whoarenotpatuwtoanoperanngagreemmtgovemmgthatpmperty)Any ,, |

(26) Reasongble charges for supervxmon (comhmed fixed rates) should be ﬁxed S

‘at $6,000 per month while drilling and ‘$650 per month while producing, provided that
~ these rates should be adjnsted annially pursuant to Section IIL1.A 3. of the COPAS form -
- titled “decounting Procedure-Joint Operations.” The operator should be authorized to

e e v
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withhold from producuon the proportlonate share ofboth the supmon charges and the
‘actual expenditures required for operating the well, not in excess of what are reasonablc,
: am'butable to cach non-conscnnng wo;lcmg mMest. - o .

(1') Pui'suant to tho apphcamon of Pemnan Rsomcos, Inc all unoommxttcd
mmemlmterests in the Strawn formation underlying the $/2.SE/4 of Sectzon? ‘Township

.16 South, Range 36 East, NM.PM., Lea County, New Mexice, are hereby pooled,

forming a standard 80—acre oil spacmg and proranon umt as to the Noxthcast Shoe Bar-

. Strawn Pool.

The SO-Aare Unit shall be dedlcated to Apphcam; s proposed Chambars Well No '

2 to be drilled at an unorthodox well location fsurfice location 802 feet from the South
line and 1,038 from the East line, and bottom hiole location approximately. 950 from the
South Ime and 1,500 from the East lme] mthm the S/2 SE/4 of Secnon 7. o

2 The unorthodox looa.uon of the proposed Woll in the Northwst Shoc 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 Rast, NMPM,; is hereby created in the Norl:heast Shoe Bar-
Strawn Pool for the horizontal completion of the pmposed well. :

(3) The unorthodox location of the pmposed well in the North Shoc Bar-

. Wolfcamp Pool, approximately 800 feet from thé South ]me and 1 000 foet from the East '
.hneofSoctmn? xsapprovod. ' ,

(4)  The 0perator of the 80-Acro Umt sha,u commenoo dn]]mg the proposed

well on ar before April 30, 2003, and shall thereaﬁer continue dnllmg the well mth dne ‘

diligence: to test thc Strawn fonnatlon.

.(5) . Inthe cvent the operator does not commence drilling the proposed well on
or beforc April 30, 2002, Ordering Paragraph (1) shall be of no effect, unless the operaxor
.Obtains a mno extension from the Division Duoctor for good cause: : :

(6) Should the pmposed well not be drilled to comple‘uon, or be abandoned,

11011

within 120 days: after commencement thereof, the aperator shall appear before the

Division Director and show cause why Ordenng Pamgraph (1) should not be rescinded.

R () Apphcant is heroby deslgna.ted the operator of. thc proposed well and of
the SO—Acre Umt B
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{8) Afccr poohng, uncomnntted woﬂcmg mterest OWners are referrod o as.

non-censenting working interest owners. - After the cffective daxc of this order, the .
operator shall furnish the Division and each known non-consenting working interest
owner in-the Unit an itemized schedule of estxmated costs of dnﬂmg, compleung and
: eqmppmg the pmposed We]l ("well costs") '

(9) Withm 30 days ﬁ.‘om thc date the schedulc of esmma:ted wcll costs is
" furnished, any non-consenting workmginxemst owner shall have the right to pay its share
of estimated' well costs to the operater in lien of paying its share of reasonsble well costs
- out of production as hercinafter provided, and any such owner who pays its. share of

- estimated well costs as provided. above sha.ll remam hablc for operatuag costs but shall

 notbe lisble forrisk charges.

, (10) The opcmtor shall ﬁmsh the Dmsxon and each known non-consennng
- working interest owner m itemized schedule of actnal well costs within 90° days-. '
followmg completion of the proposed well: " If no objection to the aatual ‘well costs is
- received by the Division, and the Division has not objected within 45" days followmg
recaipt of the sahedulc, the actual well costs shall be deemed to be the reasonable wen_
costs. If there is an objection to actual well costs within the 45-day period, the Dmmon
wxn datermme reasonable well costs after public notice and hmmg '

( 11). . Within 60 days followmg dctermmatron of reasonable well costs any non-
consenting workmg interest owner who has paid its share of cstimated well costs in
advancé as provided above.shall pay to-the operator its share of the amount: that
reasonable well costs exceed estimated woll costs and shall receive from the opq.'ator its
" share of the amount tb,at estimated Well costs cxceed reasonablc well costs :

. (12) ' The operator is hcrcby authonzed t mthhold the followmg costs and f
_ cbargos from prodnchon. ' ‘ ‘ » .

(@) . the propomonate share of rmsonzhle well costs:
+ attributable fo each non-cohsenting working interest
owner who has not paid its share of estimated well -
costs within 30 days from the date the schoduls of
wumatod well costs 1s ﬁx:mshed, and . ;

(b)  asacharge for the risk mvolvcd in dnllmg thc weIl,
200% of the above costs, | . )

J P O N P
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- '(13) Inthe event that a,detgg'miﬁaﬁdn is madc tb"complete.the pmposed‘wijﬂ m
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. * SR

.t

(14 The operator shall dismibute. the costs and chages’ withheld from
p;qdpcﬁnn,p;apgrﬁonaiﬂy,totheparﬁeswhp_advancedme'weucosts;-.4 L

(15) * Reasonable charges for supervision (combined fixed rates) aic hersby
fixed at $6,000 per month-while drilling and $650 per month while producing, provided

that these rates shall be adjusted abnually pursuant to Section IL1.A.3. of the COPAS -

form titled “dccounting Proceduré-Joint Operations.” . The' operator is authorized to
withhold from production the proportionate share of both the supervision charges and the
actual expendirures required for operating the well, not in excess of what are reasonable,

attributable to each non-consentmg working interest.

(16) .. Bxcopt as provided in Ordering Paragraphis (13) and (16) above, all

~ proceeds from ;irodiiction_ﬁ'om 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 owriership, The operator shal] 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. o K

(17). Any unleased mineral interest shall be considered-a seven-eighths (7/8)
working interest and a one-eighth. (1/8).royalty interest for the. purpose of allocating costs
and charges under this order.. Any well costs or charges that are to- be paid out. of

- production shall be withheld only frorn 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 vohmtary

' agreement subsequent to entry of this order, the forced pooling provisions of this order -
- shall thereafter be of no further effect: . , . T

(19) - The dperator of the well'snd Unit shall notify the Division in writing of

the subsequent voluntary agreement of all parties subject to the forced pooling provisions

ofthisorder. .
(20) ' Turisdiction of this case is retained for the entry of such furthet orders as

the Division may deem necessary.

@o13
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DONE at Santa Fc New Memco, on the day and year heremabove dcsxgnated. K |

'STATE OF NEWMEXICO ©
‘OIL CONSERVATION DIVISION




PERMIAN RESOURCES, INC.
DRILL & COMPLETION DETAILED COST ESTIMATE

SHOE BAR, NORTH (WOLFCAMP)
~0ase Name; CHAMBERS Well No.: 2 Fleld: SHOE BAR, NE (STRAWN)
Well Loeation: SB/4 SB/4 (ARPPROX 990" FSL & 1100' FEL) Legals SECTION 7, T16S, RIGE
County: LEA State: NM - Prop Depth: 11,400 feet AFE No.:
ObJ./ Form. DRILL VERTICAL, KO HORIZONTAL, COMPLETE AND EQUIP 11,400' STRAWN PUMPING OIL WELL, MD 13,200
RUN CSG -
' DRILL VERT DRLG HORIZ
CATEGORY & TEST COMPLETE TOTAL
INTANGIBLES:
Build roads, locaton, pits & survey $25,000 Damages $5,000 $30,000 $30,000
Contract Drig - Mobilizatlon $30,000 $30,000
Cantract Drig - Day work 35.0 days @ $9,200 /day $322,000 $322,000
Contract Drlg » Day work 130 days @ $9,200  /day $119,600 * $119,600
Contract Drlg - Footage feet @ ffoot $0 30
Bits $65,000 345,000 $110,000
Fuel & Power 342,300 Water __ 815,000 $42,000 315,200 $57,300
Completion Rig 5 days @ 32,100 /day

Cement Surface

$12,600 $12,600
$5,500 Cement Intermediate $20,000 $25,500 : 525,500
Cement Production $30,000

$30,000 $30,000
Casing Taols and Crews $5,500 $7,000 $12,500
P&A ' 38,000 58,000
Open Hole Logging $18,000 518,000
Mud Logging $16,000 Coring 516,000 $16,000
Cased Hole Logging $10,000 $10,000
Perforating open-hole completion S0 $0
DST/Testing . $16,000 $16,000
Stinmwlation » Acld $15,000 Stimulation - Fracture $0 $15,000 515,000
Specinl Services Directional Services, Motors, MWD $85,000 365,000 $150,000
Rentals - Surface Rotating Head, Gas Sep., Housing $7,500 $2,500 $10,000
Rentals - BHA Equipment Whipstock, Pkrs., X-overs, Valves 55,000 $5,000 $10,000
Rentals - Drill Pipe ___$15,000 Tubing BOP/CK __$3,500 $18,500 518,500
Miscellaneous Rentals Frac Tanks $2,500 §2,500 $5,000
Mud & Chemicals 530,000 $10,000 §40,000
Rig Supervision $500.00 /day 37 Drill 13 Complete $18,500 $6,500 $25,000
Trueking $4,000 $4,000 - $3,000
Insurance 39,500 59,500
Overhead $250.00  /day 37 _Drill 19_Complete $9,250 $4,750 $14,000
Well Equipment - Inangible fnstallation ‘ 52,500 54,500 57,000
Lease Equipment « Intangible Instaliation . $7,500 57,500
Contingencics @ 10.0% of Total $75,200 $38,500 $113,700
TOTAL INTANGIBLES $826,950 5423750 $1,250,700
TANGIBLES:
Well Equipment - Non Controllable
Surface Casing «
450 ftof 13.38LS  OD, 48 #It@ $18.00 / foot $8,100 $8,100
intermediate Casing - ’
4900 fiof 8-5/8% oD, U&32 #HNL@ $11.50_/foot 556,350 $56,350
Producting Casing - :
11400  ftof 3-12* 0D, 17&20 #0,.@ $9.00_/foot $102:600 $102,600
Liner -
300 flof 4* R} QD, 129  #R@ $6.50_ / foot $1,050 $1,950
Tubing -
11,400 Rof 2-7/8% oD, N-806.5 #@ $3.85 /foot 343,890 $43,890
Rods »
§,600 fiof 12"FG OD, $3.00 /foot $19,800 $19,800
4400 fof 7/8%& Ls* oD, $2.00_ / foot $8,800 $8,800
Pumping Unit / Motor APISlze 640 Used Motor HP 50 $45,000 $45,000
Subsurface Pumps ’ ' $5,000 $5,000
Other Control Subsurface —_— 32,500 — 52,500
Wellthead Equipment 37000 TbgHead _ $10,000 Valves $4,500 $7,000 $14,500 $21,500
Lease Equipment - Non Controllabie 31,500 — 31,500
Separators $2300  Treaters ___ $3,000  Dehyd _ — 550 $§5500
Flowlines 1,500 ft of JvSwel OD,@ ____ $3.50_/foot — 55250 — 85250
Tanks 2 - 500 Bbl Ol Tanks Used $8,000 $8,000
Sales Equipment/Meter Runs, ete. $5.,000 $5,000
Compressors 50
Pumps 30
Blectrical Sysiems 3 Poles, siack span, meter loop — 53,500 $3,500
Fitings —___sAS0. T s4snn
Other Control Lease Equipment POC 83,500 o ______ $3,500
TOTAL TANGIBLES $71,450 $280,790 $352,240
TOTAL WELL COST COMPLETED 3898,400 $704,540 $1,602,940
REMARKS: _____ See Attsched Drilling Prognosis For Detals
Drill 17-1/2* surface hole to 450' and set 13.3/8" casing. Drill 11" intermediate hols to 4,900' and set 8-5/8" casing.
—Drili7-7/8" production hole 10 10,000, KO bulld angle and drill o 11,400 log snd evaluate Wolfoamp & Strawn (D&T costs).
____PB&setS5-1/2" casing at 11,200, DO & KO Horiztl. Drill to TVD 11,360, MD 13350’ 10 specific BHL per detail.
Run opitional 4 FJ liner, acidize and equip w/ BPU if required.
Prepared By: M. Stswart Initals: Title: Engineer Date:
Approval
Company: By: Title: Date:
Share Ye: 100.0000%

Net § Amount: $1,602,940




I PERMIAN RESOURCES, INC. AN

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-11896 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.
Sipcerely,

William L. Porter, CPL

Land Manager

WLP:1s
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, Uwe elect not to participate.

David Marshall
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. STATE OF NEW MEXICO
ENERGY MINERALS AND NATURAL RESOURCES DEPARTMENT .
- OIL CONSERVATION DIVISION -
HECE VED
IN THE MATTER OF THE HEARING | |
CALLED BY THE OIL CONSERVATION. = FEB.12 2003
DIVISION _FOR 'mm PURPOSE OF: |

~CONSIDERING- | AP M"-LERSTFIATVERT 25

L CASE NO. 12953
: ORDERNO R-11896 '

AP].’LICATION OF PERMIAN RESOURCES, INC FOR COMPULSORY
POOLING, UNORTHODOX WELL LOCATION, . DESIGNATION OF A |

- SPECIAL  PROJECT AREA, AN]) SINIULTANEOUS DEDICATION LEA
COUNTY,NEWI\IEXICO :

. . o . OBDERO SION
.‘ . This case came on forhza.n.ngats 15. 2m, on Octobm-24 2002 before Examiner
. Dav1dK. Brooks. .

NOW, on this 10% day of Febmary; 2003, the Division Director, having
 considered the testimony, the record and the recommendations of the Examiner,

(1) Due pubhc notice has been given, and the Division has jurisdiction of this
caseandofthe subjectmaixer .

(2) Apphcam seeks an order poohng all. unoommxtted mineral mxerests in thc

Strawn. fozmanon only, underlying the S/2 SE/A of Section 7, Township 16 South, Range
36 East,NMPMI.naCounxy New Mexico, formmgastandard 80-acre oil spacing and
proration unit (thc “80-Acre Umt” or: "Umt“) agto the Northeast Shoe Bar-Stawn Pool.

. @) In addmon, Apphcam seeks approval of "an unorthodox locatmn, o
establishment. of a special project area for ‘a proposed horizontal completton, and
q:proval for s:mnlmneous dedmanonas set forthbclow o

Lo @) Apphcant proposes to dedxcate the 80-Acre Unit to its proposed Chambers
Well No: 2 ("the proposed well") t6 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 Rast-
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 morthodox .
Strawn bottom-hole location approximately 950 feet from: the South hn5 and 1 500 feet
fromthe Bast Line (Umt O) of Section 7, ‘
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. (5) Apphcant expects to emcow.mwr tb.e Strawn fonnauon n- the pmposed well
ata subsurfacc location approximately 1,000 feet from the Scuth line and 1,025 fect. ﬁom o
the RBast line of Section 7, and then driil approximately 500 feet honzomally into the
Strawn. The proposed lateral will lie entirely outside the producmg area for the proposed -_

Unitin the Northcast Shoe Bar-Sttawn Pool.

(6) In support of its apphmnou for approval of an unorthodox locannn of the

- proposed well in the Norfheast Shoe Bar-Su-awn Pool, Apphcant prcsemed geologic -
testxmonythat:

: : (a) Apphcant'sobjecnwmtheStawnlstolocaxemdmpmto .
algalmomds . .

: (b) thcsealgalmoundsaretyplcallyofsmallmctenibuttendto"
- -beveryproh.ﬁcpmduccrs , '

A () 3-D: seismic "and other geologlc ewdence indicate the .
] c:astenccofsuchanalgalmoundmrhesu'awmmdcrtthorthpartofthe. _
: S/25E/4ofSecnon7and ‘ .
@ awelldnﬂndtoﬂleStrawnmtheN/ZSEM ofSecuon7 orat
a standard location in the S/2 SE/4 of Seouon 7 ‘would most likely not
encountctthetargetedalgalmound.

(7  Applicant prescmed land' testimony to the effect that Apphcant is the

operator of, and owns the entire working interest in, the N/2 SE/4 of Section 7, the only

Strawn spacing - umt toward whmh the morthodox locanon of the pmposed wcll would-

encroach,

(8) ‘The tmorthodox locanon of thc proposed well in the Strawn, mvolvmg a
- producmg interval from & projectéd penétration location - appmmatcly 1,000 feet from
the South line and 1,025 feet from the East line to a projected bottom-hole location 950 .

feetfromtthothhneandl,SOO feet from the Eest line of Section 7, should be
approved, and a special project area should be maued m the Strawn fonnamon to conmst

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

" (9)  In addition ot as an aJImJanve 1o complemon in the Strawn, Apphcant a
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 flie East line of Section 7, 2 location that .
_ would bé unorthodox in the North -Shoe Bar-Wolfecamp Pool. . Applicant proposes to

' snnultaneously dedicate the 160-Acm Wolfcamp Unit ("thc 160-Acre Umt") originally

o008
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" established by OrderNo R-11682 msuedmCasc No 12715 andrcstored by OrderNo

ig1009

R-11682-A issued in Case No. 12954, to lts Chambers Wcll No. 1 (API No. 30—025— '

. 24617) and to thcproposod well. |

(10) Apphcant presented evldenoe to the effect that all the OWDEES of interests

. in the 80-Acre Unit and the 160-Acre Unit ‘are the- same persons, although their
: owncrsh1p percenmgesmthemspecuve tnits dlﬂ‘or

- (11) Althoughthe apphcauon seeks approval of anunozthodox locatlon in the
Wolfcamp 950fectfromtheSouthhneandISOOfwt&ommeBasthns,thetwmnony

.concerning the plan of drilling indicates that the probable location at which the proposed

well will encounter the Wolfeamp will more closely appronmale 1,000 feet from the East

_hneoftheSecnon,mthmﬂml SOOfeet.

(12). The probable down-hoie locatxon of the proposed well n- thf. Wolfcmnp is
northodox for the North Shoo Bar-Wolfcamp Pool. However, it -deviates .from the

standard location towatrd the interior of the spacmg umit and does not- enmach toward
any adjacent spaomg umt '

(13) The North Shoe Bm‘-Wolfca:np PooI is a prorated pool thh a depth '

bracket allowable of 560 barrels. There is no restriction on the number of wells that may

- be drilled on a proration unit, and the oPeMor may produce the nmt auowable from wells

on the ugit in anypropomon.

(14) In the event that the pmposod well proves p:oducuve in the Wolfcamp, ,
, approval of the proposcd unorthodox Wolfcamp location of the proposed well, which is

driven, by the anticipated geclogy of thie Strawn, will prevent waste by -obviating the

nccwmtyofdn]]mg‘an addmonalwelltotheWolfcamp andwﬂlnotmﬁ'mgeupon .

correlative ngh:s

(15) The moﬂhodox down-holc locatton of the proposed well in ﬂw Wolfcamp
should be approved. Because the mumber of wells in a spacing unit.in the North, Shoe

Bar-Wolfcamp Pool is not restricted, no ‘approval is' required ‘for- the simultaneous |

dedication of the 160-Acro Unit to"the: Chambets Well No. 1'and to the pmposed well.

6) Two or more separately owned tracts are embraced wnhm 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 SO-Aacre Unit that are separately own.cd-.

(17) Applicant is an owner of an 011 aud 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 mthm the SO-A.ue Unit, - |
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their mterosts

(19) To avo1d ‘the dn]lmg of unneoeasary wells,. protect cotrclauve rights,

preventwasteandaﬁordtotheownerofeachintorestmtheBO—AcreUnntheOppommty .

‘to recover or receive without ubnecessary cxpense its just and fafr share of hydrocarbons,
 this application should be approved by pooling all’ 1mcomm1ttod mmezal mxcrests
' whatevorthzyma‘ybe, within the 80-AcreUnit. L . :

(20) Apphcant should be dmngnared the operator of the prOposed well and the‘
‘ SO-Acre Umt '

(21) " “The Unit should be dedlcated to the proposed well

(22) Aﬁcr poo]mg, uncommtted workmg mxercst owm:rs ‘are rcfe.tred to as‘

non-consenting working interest owners.. (“Uncommitted working interest owners™ are

-owners of working interests in the property to be pooled, including ualessed mineral
_ interests, who are not partics to an operating agreement governing that property.) Any

non-consenting working intercst owner should be afforded the opportumty t0 pay its

- share of estimated well costs of the proposed well to the operator in Lien of paymg its -

share of reasonablz we]l costs out of productton.

(23). Any non-consennng working interest ownér shoula ‘be affordoa the
opportunity to object io the actiial well costs, but actual well costs- should be adopted as
thc reasonahlc well costs in the abscncc of such objection.

(24) Followmg detemmatxon of masonable well costs, any non-consmnng
working interost 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’ ftomtheopﬁatorthe ‘amount, ﬁany,thatcsumatedwencosts

‘ .pald by 1t exceed its sharc ofrmomble we]l costs

(25) Any non-oonsannng workmg mterest owner who does pot pay 1ts share of

estimated well costs should have withheld from production its share of reasonable well
. costs plus an additional 200% thereof &s 2 reasonable ch,arge for the risk mvolved in

drilting the well.

‘ (26) Reasonable charges for superwsmn (combmed ﬁxed rates) should be ﬁxed :
‘at $6,000 per. month ‘while drilling and $650 per month while producing, provided that
 these rates should be adjnsted annually pursuant to Section IIL1.A.3. of the COPAS form
_ txtlcd “Accawztzng Procedure-Jamt Operatzons * The operator should be amhonzed to

(1 8) Therc are mtcrest owners m ﬂze SO-Acrc Umt that have not agreed to pool .

P -
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withhold from productlon the propomonata share of both the supa'vmon chm'ges and the -

‘actual expenditures required for operating the well, not in excess of what are: reasonablc,
, attributable to cach non-consennng workmg mterest, C . ‘

IS ’ .F ) ;_-. . :

(1’) Pummt to tho apphoanon of Pemnan Rsources, Inc all unoonnmtted
miueral mtorests in the Strawn formation mnderlying the S/2.SE/4 of Section 7, Township
.16 South, Range 36 Bast, NM.PM., Lea County, New Mcxmo, are hereby pooled,

forming a standard 80-a¢n‘e oil spaomg and proratxon umt as to the Northoast Shoe Bar-
,Strawn Poagk ' ,

The SO—Aarc Unit shall be dedicated to Apphcanx’s proposed Chambers Well No

2 to be drilled at an unorthodox well location [surfice location 802 feet from the South
line and 1,038 from the Bast line, and bottom hiole location approximately 950 from the
South line and 1,500 from the East lme] mthm the S/2 SE/4 of Socuon 7. N

) The uno:thodox locauon of the proposed well in the Northwst Shoc 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 Esst, NMPM,; is hereby created in the Northeast Shoe Bar-
Strawn Pool for the horizontal complet.ion of the pmposed well. :

(3) The unorthodox location of the proposed well in the North Shoc Bar- '

_ Wolfcamp Pool, approximately 800 feet from the Sonth hne and 1, 000 feet from the East
.hneofSecuon7 xsapprovcd. - .

(4  The operator of the SO-Am'c Umt shall commenco dn]lmg the proposed

well on or before April 30, 2003, and shall thorcaﬁer continue dnlhng the well mthdne ‘

diligence to test tho Strawn fonnahon.

(5) = Inthe event the operator doos not commence drilling the pmposed well on

of before April 30, 2002, Ordering Paragraph (1) shall be of no effect, unloss the opcra.tOr
.obtains a tzmo extension from the Division Dn'ector for good cause. '

(6) Should the pmposod well not be drilled to comple‘aon, or be abandoned,

igol11

within 120 days' after commencement thereof, the operator shall appear before: the

Division Director and show cause Why Ordenng Para,gmph (1) should not be rescinded.

N ()| Apphcan‘t is heteby desxgnar.ed the operator of. the proposed well and of
the 80-Acre Umt _ -
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(8) Afccr poohng, uncommltted worhng mterest OW!chS are referred to as.

operator shall furnish the Division and each known non-consenting working interest

owner in-the Unit an itemized schedule of esumated costs of dnl]mg, completmg and
k eqmppmg the pmposed well (“wall costs") '

(9) Wxthm30daysfmmthndatetheschedulcofesumatedwe11coswls

" furnished, any non-consenting woﬂnng intérest owner shall have the right to pay its share

of estimsted well costs to the operator in lieu of paying its share of reasonsble well costs

- out of production as hereinafier provided, and any such owner who pays its share of
. estimated well costs as provided. abovc shaJl remmn hable for operatmg costs but shall ’
 not bc hable for risk charges.

(10) The operator shan furmish the Dmszon and each known non-consenung

 working interest owner am itemized schedule of actual well costs within 90 days.'

following completion of the proposed well. If no objection to the m:tua.l ‘well costs is

. received by the Division, and the Division has not objected within 45 days fol]nwmg
receipt of the schedulc, 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 Dmsxon |

wﬂl detmmne reasonable Well costs after public notice a.nd hcanng

(11). . Within 60 days folldwmg dctermnat[on of reasonable well cosm zmy 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
reasonsble well costs exceed estimated well costs and shalt receive from the opcrator its

" share of the ammmt tb.at estimated well costs cxceed reasmablc weil costs

(12) " The opcrator is hercby authonzed to thhhold thc fo]lowmg oosts and

| _ charges ﬁomprodlwhon.

(a)  the propoﬂ:mnate share of reasonahle well costs :
‘ attributable to each nnn-consmtmg working interest
owner who has not paid its share of estimsted well -
costs within 30 days from the date the schedule of
estimated well costs 1s ﬁxmmhcd, and . :

(b)  asacharge for the risk mvolvcdm dnlhng the wcll,
200% of the above costs, . _

e e Ar— S A S e g e
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~_'(13) Inthe event that 4 determination is made to'complete the proposed well in
the Wolfoamp 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 chatges withheld from
production, proportionately, to the parties who advanced the well costs... T
(15) ~Reasonable charges for supervision. (combined fixed rates) arc 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 ITL1.A.3. of the COPAS
form titled “Accounting Procedurs-Joint Operations.” - The operator is authorized -to
withhold from production the proportionate share of both thie supervision charges and the
actual expenditures required for operating the well, not in excess of what. are reasonable,

attributable to each non-cansenting working interest. B : o

| (16) .. Bxcept a8 proyided in Ordering Paragraphs (13) and (16) above, all

. proceeds from prodiction from thé 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
thercof upon demand and proof of owriership, The operator shall notify the Division of
the name and address of the escrow agent within 30 days from the date of first deposit

(17) . Any unleased mineral interest shall be considersd-a seven-eighths (7/8) -
working interest and a one-eighth. (1/8).royalty.interest for the purpose of allocating 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 intérests’ share of production, and no
costs or charges shall be withheld from production attributable to royalty interests. -

(18) Should gl the patties to this compulsory pooling order reach voluntary |
. agreement subsequent to entry of this order, the forced pooling provisious of this order
- shall thereaftir bo of no further offbct. A A

" (19) - The dperator of the well dnd Unit shall notify the Division in writing of
the subsequent voluntary agreement of all parties subject to the forced pooling provisions
‘of this order. - : SR » L , :

(20)  Turisdiction of this case

 is retained for the entry of such further orders as
the Division may deem necessary. ' o S : :
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" DONE at Sania Fe, New Mexico, o on tho day and year heremabove dcsxgnated. o

'STATE OF NEW MEXICO -
“OIL CONSERVATION DIVISION - -




PERMIAN RESOURCES, INC.
DRILL & COMPLETION DETAILED COST ESTIMATE

~tase Name: CHAMBERS

Well No.:

SHOE BAR, NORTH (WOLFCAMP)

Field: SHOE BAR, NE {STRAWN)

Well Loeation: SB/4 SB/4 (APPROX 990' FSL & 1100' FEL) Legal: SECTION 7, T16S, RI6E
County: LEA State: NM _- Prop Depth: 11,400 feet AFE No.:
Qbl/ Form, DRILL VERTICAL, KO HORIZONTAL, COMPLETE AND EQUIP 11.400' STRAWN PUMPING OIL WELL, MD 13,200"
RUNCSG .
DRILL VERT DRLG HORIZ
CATEGORY & TEST COMPLETE TOTAL
INTANGIBLES:
Build roads, locaton, pits & survey $25,000  Damages $5,000 $30,000 $30,000
Contract Drig - Mobllization $30,000 $30,000
Contract Drig - Day work 35.0 days @ $9,200 /day $322,000 $322,000
Contract Drlg « Day work 13.0 days @ $9.200_ /day $119,600 « $115,600
Contrac1 Drig - Footage fet @ Hoot $0 30
Bits $65,000 $45,000 $110,000
Puel & Power $42,300 Water ___$15,000 $42,000 $15,300 357,300
Completion Rig 6 days @ $2,100  /day $12,600 512,600
Coment Surface 500 Cement Intermediate $20,000 $125,500 : 325,500
Coment Production $30,000 $30,000 530,000
Casing Taols and Crews $5,500 $7,000 $12,500
P&A ' 58,000 33,000
Open Hole Logging $18,000 $18,000
Mud Logging $16,000 Coring $16,000 $16,000
Caged Hale Logging $10,000 $10,000
Perforating open-hole completion $0 §0
DST/Testing . $16,000 $16,000
Stinulation - Acid $15,000 Stimulation - Fracture 30 $15.000 315,000
Special Services Directionat Services, Motors, MWD $85,000 $65,000 $150,000
Rentals - Surface Rotating Head, Gas Sep., Housling $7,500 $3,500 $10,000
Rentals - BHA Equipment Whipstock, Pls,, X-overs, Valves $5,000 $5,000 510,000
Rentals - Drill Pipe ___$15,000 Tubing BOP/CK $3,500 $18,500 $18,500
Miscellaneous Rentals Prac Tanks $2,500 $2,500 $5,000
Mud & Chemicals 530,000 $10,000 $40,000
Rig Supervision $500.00  /day 37_Drill 13_Complete $18,500 $6,500 $15,000
Trucking $4,000 $4,000 ~ $8,000
Insurance $9,500 39,500
Overhead $250.00 /day 37 Drill 19 _Complete $9,250 $4,750 314,000
Well Equipment - Intangible Installation $2,500 $4,500 $7,000
Lease Equipment - Intangible Instaliation $7.500 57,500
Contingencics @ 10.0% of Total $75,200 $18,500 $113,700
TOTAL INTANGIBLES $826,950 $423,750 $1,250,700
TANGIBLES:
Well Equipment - Non Controllable
Surface Casing -
450 fof 13.3/8 LS o, 48 #h@ $18.00 /foat $8,100 $8,100
Intermediate Casing - '
4900  ftof 8.5/8" 0D, 48&32 W@ $11.50_/foot $56,350 $56,350
Producting Casing -
11,400 ftof $-172% oD, 17&20 #8,@ $9.00 /foot $102:600 $102,600
Liner
300 fof 4*"F] 0D, 129 #1@ $6.50_/ foot $1,950 $1,950
Tubing -
11,400 fiof 2-7/8% oD, N-806S #f,@ $3.85 /foot 343,890 $43,890
Rods -
6,600  fiof 12*FG  OD, $3.00 /foot $19,800 $19,800
4400 fof 7/8*&l.5" Qb, $2.00_/ foot $8,800 $8,800
Pumping Unit / Motor APl Size 640 Used Motor HP 50 $45,000 $45,000
Subsurface Pumps ’ > $3,000 $5,000
QOther Control Subsurface — 82,500 — 52,500
Wellhead Equipment $7,000  TogHead __ $10,000  Valves ___$4,500 $7,000 $14,800_ $21,500
Lease Equipmens - Non Controllable $1,500 $1,500
Separators $2,500  Tresters ___$3,000 Dehyd ____ 35800 _ $5,800
Flowlines 1,300 ftof ___3"Steet OD,@ ___ $3.30 /foot — 582%0 $3,250
Tanks 2 - 500 Bbl Ojl Tanks Used $8,000 $8,000
Sajes Equipment/Meter Runs, ete, — 5000 —— 35,000
Compressors $0
Pumps 50
Blectrical Sysiems 3 Poles, slack span, meter loop — 53,500 — 53,500
Pitings S0 T Ts4s00-
Other Contro! Lease Equipment POC $3,800 o . 53,800
TOTAL TANGIBLES $71,450 $280,790 $352,240
TOTAL WELL COST COMPLETED $898,400 $704,540 $1,602,940
REMARKS: See Autached 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' snd set 8-5/8" casing,
Drill 7-7/8" production hole 10 10,000%, KO build angle snd drill to 11,400' og snd evaluate Wolfeamp & Strsvn (DET costs).
PB & set 5-1/2" casing at 11,200". DO & KO Horiztl. Drill to TVD 11,360, MD 13,350° to specific BHL per detail.
Run opitional 4* B} liner, acidize and equip w/ BPU if required.
Prepared By: M, Stewart Initials: Titler Engineer Date:
Approval
Company: By: Date:
Shave %: 100.0000% Net § Amount:

$1,602,940




Y PERMIAN RESOURCES, INC. AN

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-11896 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.

Sincerely,

William L. Porter, C
Land Manager

WLP:Is
Encl.

P. 0. BOX 590 - WIDLAND, 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.

Mary Van Wyk
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STATE OF NEW MEXICO |
ENERGY M]NERALSAND NATURAL RESOURCES DEPARTMENT .
OIL CONSERVATION DIVISION ' ‘
FiECEN”
IN THE MA’ITER OF. THE EEAR'[NG T .
CALLED BY THE OIL CONSERVATION. FEB 1 2 2003
DIVISION .FOR THE PURPOSE OF '

-'CONSIDERING- SR . | I MMEHSTHATVERTF-‘

. CASENO. 12953
. ORPERNO. R-11896

APPLICATION OF I’ERMIAN RESOURCES, INC FOR COM'PULSORY

POOLING, UNORTHODOX WELL LOCATION, DESIGNATION OF. A
~ SPECIAL PROJECT AREA, AND SIMULTANEOUS DEDICATION LEA

COUNTY, NEW I\IEX[CO : K

o . | ORDEB 01_r THE D_I_X[SION |
.' T‘l:mcasecamsonforhaaxmgats 15a.m onOctober24 2002beforeExammer
L Dav1dK. Brooks. - . :

NOW, on this .1_0_"; day of February, 2003, thc Dlvxsmn Director, havmg
" considered the testimony, the record and the recommendations of the Examiner,

(1) Due pubhc notice has been given, and the Division has jurisdiction of this
case aml of the. sub_)cct matter, :

(2) Apphcant secks an order poolmg all uncommxtted mineral mxaests in thc
Strawn formation enly, underlying thé S/2 SE/4 of Section 7, Township 16 Som:h, Range .
~36 East,NMPIM.LcaCounty New Mexico, forming a standard 80-acre oxlspacmg and -
proration unit (tbs “80-Acre Umt” or "Unit“) asto the Northeast Shoc Bar-Sttawn PooL

, 3) In addtﬁon, Apphcant seeks approval of an unorthodox locanon, o
establishment. of a special project arta for ‘a proposed horizontal complet:on, and
approval for mmnlmneous dodmauonas set forthbclow o

: @ Apphcant proposes to ded:cate the 80-Acre Unit to its proposed Chambers
Well No: 2 ("the proposed .well") 16 be drilled in the S/2 SE/4 of Section 7, at an -
unorthodox surface location 1,038 feet fiom the South line and 802 fect from the Bast"
line (Unit P) of Section 7, The proposed well will be drilled vertically to 2 depth’ of

_ approximately 10,200 feet, then kicked off in a westerly direction to an mmorthodox .
Strawn bottom-hole location approximately 950 feet from- the South lme and 1 500 feet
ﬁom the Bast lins (Umt O) of Section 7. : :

r e b e m e e m e i b - .
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- (5) Apphcant expects to encounter tb.e Sb:awn fOImahon in- the proposed well _
‘ata snbsurﬁce location approximiately 1,000 feet from the South line and 1,025 feet ﬁom o

the East line of Section 7, and then driil appmmmatcly 500 feet honzonxally into the '

Strawn. The proposed lateral will le entirely outside the producmg area for thc proposed :

Unitin the Northcast Shoe Bar-Snawn Pool.

(6) In support of m apphcaﬂou for appmval of an 1morthodox locauon of the

- proposed well in the Notthcast Shoe Bat-Strawn Pool, Apphcant prcsented geologic -
. tcshmonyﬁzat:

; (a) Apphcanfsobjectxvcmﬂlesu'awnmtolocateandmpmto .
algalmounds S

: (b) * thiese algal mmmds are typxcally of small extent but tend to
. ‘be very prolific preducexs :

‘ (¢) 3-D' seismic and other geologtc ewdence indicate the = .
cmstenceofsuchanalgalmoundmtheStr&wnundcrtheNorﬂ:partofthz o
S/25E/4ofSecnon7 and - _

@ awelldnlledtoﬂleStrawnmtthﬂSB/4ofSecnon7 orat
a standard location in the S/2 SE/4 of Secnon 7 ‘would most ﬁkcly not
encountcrthetargetedalgalmound

() Applicant prcscmed land’ testimony to the eﬁ'cct that Apphcant is the

operator of, and owns the entire working interest in, ‘the N/2. SE/4. of Section 7, the only

Strawn spacing - umt toward w}nch the lmorthodox locanon of the pmposed wcll would '

em:roach.

(8) ‘The Lmorthodox locanon of the proposed Well in the Sh'awn, mvolvmg a
: producmg interval from a projectéd penétration location appm:nmately 1,000 feet from
the South line and 1,025 feet from the East line to a projected botmm-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 cr:ated in the Strawn formauon to oons:st
of the S/2 SE/4 of Section 7.

" (9)  In addition of as an ) alternative to compleﬂon in thc Strawn, Apphcant B

proposes to complete the pmposed well in the Wolfcamp at a location stated to be 950

feet from the South line and 1,500 fect from thie East line of Section 7, 2 location that
_ would be unorthodox in the North -Shoe Bar-Wolfcamp Pool. . Apphcant proposes tor
' s:multaneously dedicate the 160 -Acre Wolfcamp Unit ("the 160-Acre Unit") originally

@oos
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" established by Order No B-1 1682, 1ssucd in Case No 127 15 and rwtored by Order No. -

gj008

R-11682-A issued in Case No. 12954, to lts Chambers Wc]l No. 1 (API No. 30-025- '

, 24617) and. to thc.proposed well,

(10) Apphcant presented ewdence 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
: ownersh:p percenmges mthsrwpecuVeumta diﬂ'm-

- (1 - Although the ayphcatxon seeks approval of an unorthodox Iooauon in the
Wolfoamp '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 motre: closcly appronmate 1,000 fect from the East

’hneoftheSecuon,raﬂm‘ﬂml 500feet.

(12). The probable down-hole locatxon of the proposed well in: the Wolfcamp is
anorthodox for the North Shoe Bar-Wolfcamp Pool. However, it -deviates from the

standard location toward the interior of the spacmg umnit and dow not emn'oach toward
any adjacmt spacmg umt. '

(13) The North Shnc Bar-Wolfcmnp Pool is a proraxed ppol thh a depth
bracket allowable of 560 barrels. There is no rcstnctxon on the number of Wwells that may

- be drilled on a proration unit, and the opemm- may produce the mnt allowable from wells

on the unit in anypropomon.

(14) In the event that the pmposed well proves productzve in thc Wolfcamp, _
. approval of the proposed unorthodox Wolfcamp location of the proposed well, which is

driven by the anticipated geology of tlie Strawn, will prevent waste by -obviating the

necessxtyofdrﬂlmganaddmonalwelltotheWolfcamp andwﬂlnotm.&mgeupon .

corrclative nghts

(15) The unmthodox down-hole locauon of the proposed well in ﬂae 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 simmliineous |

dedication of the 160—Acm Unit to"the- Chnmbers Well No l'and to the proposed well.

(16) Two or Taore sepuately ownsd fracts are embraced thhm 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 SO-Acre Unit that are separately owned

(17) Applicant is-an owner of an oﬂ and gas working interest within the 80-
Acre Unit, Applicant has the right to drill and proposes to drill the pxoposed well to a
common source of supply wﬁhm the SO-Ame Unit, - -
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| '(1'3) Thgrcaremestownersmmeso-AmUmtthathavenotagreedtopool.»

their mterests

(19) To avcud ‘the dnllmg of unnecessary wells,. protect correlauve nghrs

| preventwasteandaffordtotheownerofeachmterestmthem -Acre Unit the opportunity
'to recover or receive without uimnecessary cxpense its just-and fair share of hydrocarbons,-

. this applcation should be approved by pooling all’ uncommnted m.meral mterests
' whateverthzymaybe,mthmthc so-AzreUmt S . .

(20) Apphcant should be dmgnated the operator of the proposed well and the

' 80-Acze Umt

(21) " Thie Unit should be dedlcatcd to the pzoposed We]l

(2) Afm poohng, unoommxtted working interest owners are refetred to as
nop-consenting working interest owners.. (“Uncommitted working interest owners” are

-owners of working interests in the property to be pooled, including imleased minerdl

 interests, who mnotp@estoanoperaungagreememgovemmgthatproperty)Any ) |

non-consenting working interest owner should be afforded the opporttmn:y td pay its

~ share of estimated well costs of the proposed well to the opcrator in lien of paymg its -

share of reasonable well costs out of product:on

(23). Any non- consenung working interest owneér shoula e aﬁordcu me
opportunity to object to the actiial well costs, but actual well costs- should be adopted as
thc reasonahlc well costs in the absmcc of suc.h objection. .

(24) Follomng dotemnauon of reasonable well costs, any non—consmmng

working interest owner who has paid: its share: of estimated .costs :should pay to the

operator its share of the amount, if any, that reasonsble well costs exceed cstimated well -

' oostsandshouldrecelvcfromthec:peraxortheamomrt,lfany,thatwtmatedwellcosts
;pa:.dbynexeced:tsshareofreasonablemllcosts R

(25) Any non-consenhng wo:kmg mterest owner who does pot 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 mvolved in

. drilling the well.

(26) Reasonable charges for supernsmn (combmed fixed rates). should be ﬁxed

“at $6,000 per. month while drilling and $650 per month while producing, provided that

these rates should be adjnsted annually pursuant to Section IIL1.A.3. of the COPAS form -

- titled “decounting Procedure-Joint Operations.” The operator should be authorized to

A S A e S e e patis g T
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withhold from productlon the proportlonate ‘share of both the supmon chm‘ges and the :
‘actual expenditures required for operating the well, not in excess of what are: reasonable,

: am'butableto oachnon-consennng worhng mterest.
TS .‘F'” E"" AT:

M Pumxant t6 the apphoatxon of Pemnan Resoxnces Inc all uncomm:tted
mineral mterem in the Strawn formation underlying the S/2.SE/4 of Section 7, Township
.16 South, Range 36 East, NM.PM.,, Lea County, New Mem:o, arc hereby pooled,
. forming a standard 80-acre oil spaemg and proa:atxon umt as to the Northeast Shoe Bar-

Sttawn Pook ' , .

2 to be drilled at an unorthodox well location [surfice location 802 feet from the South
line and 1,038 from the East line, and bottom hole location approximately 950 from the
SourhlmeandlSOOﬁommeEasthne] mthmtheS/2 SE/4ofSectmn7 c

2) The unorthodox Iocanon 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 compleﬁon of the proposed well.

(3) The unorthodox location of the pmposed well in the North Shoe Bar- '

~ Wolfcamap Pool, approximately 800 feet from thé South ime and 1, 000 feet from the East
AhneofSecnon7 mapproved. - _

4) The operator of the 80-Acte Umt shan commencc drﬂhng the proposed

well on or before April 30, 2003, and shall thereaﬁm' continue dnlhng the well w1th dne

diligence totest the Suawn fo::matmn.

(5) . Inthe cventthe operator does not commence dn]lmgtheproposedwell on
or before April 30, 2002, Ordering Paragraph (1) shall be of no effect, unless the operator

-obtaips a tlmc extension from the Division Du'ector for good cause. -

(6) Should the proposed well not be drilled to completxon, or be abandoned,

Thz 80—A.crc Unit shall be dedicated to Apphcam:’s proposed Chambecs Well No '

o1l

within 120 days: after commencement thereof, the operator shall appear before the

Division Director a;nd show cause why Ozdenng Paxa.gtaph M should not be rescinded..

S ) Apphcant is hereby deelgna.ted the operator of the proposed well and of
the 80-Acre Umt N
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' mnon-censenting working interest owners. - After the ‘cffective datc of this order, the .

go12

8) . Aﬁcr poolmg, uncomnntted workmg mtcrest ownms are referred t0'as.

operator ghall furnish the Division and each known non-consenting working interest
owner in-the Unit an itemized schedule of esumated costs of dnllmg, compleung and

: 'eqmppmg the pmposed well (“we]l costs")

(9) Withm30daysﬂ:omthcdamtheschednlcofesmmatedwellcostsls

" furnished, any non-consenting workmg intérest owner shall have the right to pay its share

of estimstied well costs to the operater in lieu of paying its share of reasonable well costs

- out ofpmdnctxonashercmaﬁerpmwded, and any such owner who pays its. share of
- estimated well costs as provided- abow shall remmn hablc for operatmg costs but shall '

N notbe hable fornsk charges

(10) The opaator shall ﬁ:mlsh the Dmsmn and each known. non-consennng

_ working interest owner am jtemized schedule of actual well cogts within 90 days-.'

followmg completion of the proposed well. ' If no objection to the actual ‘well costs is
received by the Division, and the Division bas not objected within 45° days followmg

receipt of the sdwdulc, the actual well costs shall be deemed to. be thercasonablewell.
costs. If there is'an objection to actual well costs within the 45-day period, ths Dmsxon

wﬂl dctc:umne reasonable well costs after public notice and hcarmg

( 11). . Within 60 days, followmg dctennmatxon of reasonablé well costs any non-
consenting workmg interest owner who has paid its share of ¢stimated well costs in
advancé as provided above.shall pay to-the operator its share of the amount: that
reasonsble well costs cxceed estimated well costs and shall receive fom the opcrator its

" share of the amoum tb.at estimated well costs exceed :l.‘eaSonablc well. costs

(12) " The OPcrator is hercby auihonzed to mthhold the followmg oosts and
_ chzrges ﬁnm produchon. ‘ . v :

(@ . the pmpmuomtc gshare of rmsonable well costs.

© attributable to each non-consentmg waorking interest
owner who has not paid its share of estimated well -
'costsmﬂ:mSOdays ﬁ‘omthedﬁtethescheduleof .
estsmatcd well costs 1s ﬁ:rmshcd, and . : :

(b)  asacharge for the risk mvnlvcd in dnllmg the wcll,
200% of the above costs, . )

SO VAP

[ U R T T
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(13) In the event that a determmanon is made to- complete the proposed wcll in -

the Wolfcamp fonnaiwn, the operator should apply for an amendment of Ordt:r No R—
11682-A to prowdc for allocauon of oosts thhm the 160-Acre Unit. *. A

(14) - Theoperatorshalldlsuibmthecostsandchargeswmhheldﬁom
production, pmpornonately,tothepmneswho advanced the well costs. . _

(15) Reasonable charges for supervmon (comhmcd ﬁxed ra.‘l:es) arc hsreby
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 IL1.A.3. of the CORAS -

form titled “Accounting Proceduré-Joint Operations.” The: opera.’cor is authorized to
withhold from production the proportionats share ofboth thie supervision charges and the
actual expenditures- required for opérating the well, not in excess of what are reasonable,
am:ﬂ:utable to each non-oonsmtmg woﬂcmg mtmcst ' :

a16) . Exccpt as provided in Ordenng Paragraphs (13) and (16) above, all

' proceeds from proditction from the proposed well that are not disbursed for any reason
- shall be placed ini escrow in Lea County, New Mexico, to be paid to the trus owner

thercof upon demand and proof of owriership, The operator shal] notify the Division of
the name and address of the escmow agent within 30 days from the datc of ﬁrst deposlt

, Mththemowzgcnt. .

an. Any unleascd mmeral finterest shall be conszderad ‘a seven—aghths @8 -

working interest and a one-eighth. (1/8) royalty-interest for the purpose of allocating: 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 intérests’ share of production, and no

costs or charg&s shall be W1thhc1d from. prodaction attnbutablc to royalty mter%ts

(18) "Should ait the partxes to this compulsory poolmg order reach vohmxary '
~ .agreement subsequent o entry of this order, the forced poohng provmoms Ofﬂlls order o
' -shallthm‘eaﬁerbeofnoﬁnthzreﬁct. : . : :

(19) - The operator of the well md Umt shall nottfy the. D1v1sxon n wnung of

the subsequent voluntary agreement of all parlies sub;ect to the forced pooling provxsmns

of this order.
(20)  Furisdiction, of this case is retamed for the entry of such ﬁthher ordcrs as

thc D1v1smn may deem neccssary

@o13
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DONE at Santa Fc, New Mcmco, on the day and year heremabovc desxgnated.

STATE OF NEW MEXICO ¥
OIL CONSERVATION DIVISION

Che ket e e v Phee f s e e e e N i e aemna



PERMIAN RESOURCES, INC.
DRILL & COMPLETION DETAILED COST ESTIMATE

M

SHOE BAR, NORTH (WOLFCAMP)
«0ase Names CHAMBERS Well No,: 2 Field: SHOE BAR, NE (STRAWN)
Well Location: SB/4 SB/4 (APPROX 990' FSL & 1100' FEL) Legal: SECTION 7, T16S, R36E
Caunty: LEA State: NM - Prop Depth: 11,400 feet AFE No.t
Ob)./ Form, DRILL VERTICAL, KO HORIZONTAL, COMPLETE AND EQUIP 11,400' STRAWN PUMPING OIL WELL, MD 13,200
RUN CSG -
' DRILL VERT DRLG HORIZ
CATEGORY & TEST COMPLRTE TOTAL
I
INTANGIBLES:
Build roads, Jocaton, pits & survey $25,000  Damages $5,000 $30,000 $30,000
Contract Drig - Mobilization $30,000 $30,000
Contract Drlg » Day work 350 deys @ $9,200_ /day $322,000 $322,000
Contract Drig - Day work 130 days @ $9,200  /day $119.600 - $119,600
Contract Drig - Foolage feet @ oot 30 $0
Bits $65,000 345,000 $110,000
Fuel & Power 342,300 Water __ $15,000 $42,000 $15,300 $57,300
Completion Rig 6 days @ 52,100  /day 312,600 $12,600
Cement Surface 35,500 Cement Intermediate $20,000 $25,500 : $25,500
Cement Production $30,000 $30,000 $30,000
Casing Tools and Crews 35,500 $7,000 $12,500
P&A : $8,000 58,000
Open Hole Logging $18,000 $18,000
Mud Logging $16,000 Coring $16,000 $16,000
Cased Hole Logging $10,000 $10,000
Perfornting open-hole completion $0 $0
DST/Testing . $16,000 $16,000
Stimulation - Acld $15,000 Stimulation - Fracture 50 $15,000 $15,000
Special Services Directional Services, Motors, MWD $85,000 $65,000 $150,000
Rentals - Surface Rotating Head, Gas Sep., Hou:ing $7,500 $1,300 $10,000
Rentals - BHA Equipment Whipstock, Pkss., X-overs, Valves $5,000 $5,000 310,000
Rentals - Drill Pipe $15,000 Tubing BOP/CK $3,500 518,500 $18,500
Miscellaneous Rentals Frac Tanks $2,500 $2.500 §5,000
Mud & Chemieals $30,000 $10,000 $40,000
Rig Supervision $500.00 /day 37 _Drill 13 Complete $18,500 36,800 $25,000
Trucking $4,000 54000 ~ $8,000
Insurance $9,500 $9,500
Overhead $250.00 /day 37 _Drif 19_Complete $9,250 $4,730 $14,000
Well Equipment - Intangible Installation $2,500 $4,500 $7,000
Lease Equipment - lntangtble [nstaliation ) §7,500 37,500
Contingencies @ 10.0% of Total $75,200 $38,500 $113,700
TOTAL INTANGIBLES $826,950 $423,750 $1,250,700
TANGIBLES:
Well Equipment - Non Controllable
Surface Caslng -
450 frof 13-3/8LS 0D, 48 HRL@ $18. 00 { foot $8,100 58,100
Intermediate Casing -
4900 fof 8-§/8* QD 24&32 #HM@ $11,50 /foot $56,350 $56,350
Producting Casing - .
11,400 ftof 3.12*  OD, 17420 #.@ $9,00_/foot $102,600 $102,600
Liner -
300 flof 4*F] OD, 128 #0v@ $6.50_ / foot $1,950 $1,950
Tubing -
11,400 frof 2-7/8" oD, N-806.5 #0t,.@ $3.85 /foot $43,890 $43,890
Rods «
6,600  fiof 12"FRG  OD, $3.00_/foot 319,800 519,800
4400 flof /8% & 18" oD, $2.00_/ foot $8,800 $8,800
Pumping Unit/ Mator APl Size 640 Used Motor HP 50 $45,000 $45,000
Subsurface Pumps ‘ : $5,000 $5,000
Other Control Subsurface — 352,500 —_— 52,500
Wellhead Equipment $7,000  Tbg Head ___$10,000 Valves $4,500 $7,000 $14,500 $21,500
Lease Equipment - Non Controllable $1,500 31,500
Sepasators 32,500 Treaters $3,000 Dehyd _ 35,800 _ $8,500
Flowlines 1,500 frof 3Seel OD,@ ____$3.50_ /foot — 83280 $5,280
Tanks 2 - $0Q Bb! Qil Tanks Used $8,000 $8.000
Sales Equipment/Meter Runs, eic, — 55000 —_— 55,000
Compressors M)
Pumps $0
Blectrical Systems 3 Poles, slack span, meter loop —_— 53500 —_— 83500
Fittings __sas0 T s4s00
Other Control Lease Equipment POC 53,500 —— 83,500
TOTAL TANGIBLES £71.450 $280,790 $382,240
TOTAL WELL COST COMPLETED $898,400 ST04540  ___ $§1.602940
REMARKS: See Attached Drilling Prognasis For Details
Drill 17:1/2* surface hole 10 450' and et 13-3/8" ca asing. Drill 11" intermediate hole to 4, 300" and set 8-5/8" casing,
Brill 7.3/8* production hole o 10,000, KO bulld angle snd dill to 11 400" log and evaluste Wolfeamp & Strawn (D&T costs)
PB & got 5-1/2" caging at | 1,200'. DO & KO HOM!]_!_O TVD 11,360, MD 13,350' 10 specific BHL per detail.
Run opitionl 4" FJ liner, acidize and equip w/ BPU if required.
Prepared By: M, Stewart Inidals: Title: Engineer Date: ______
Approval
Company: By: Title: Date:
Shave %! 100,0000%

Net § Amount: $1,602,940




I PERMIAN RESOURCES, INC. AN

March 12, 2003

CERTIFIED RETURN RECEIPT REQUESTED
7001 1140 0002 8314 6169

James [. 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-11896 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.

6T e, P

William L. Porter,
Land Manager

WLP:1s
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, Jwe elect {o participate.
No, Vwe elect not 10 participate.

1. Holden, Ir.

James
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. STATE OF NEW MEX[CO
ENERGY MINERALS.AND NATURAL RESOURCES DEPARTMENT
_ OIL CONSERVATION DIVISION
HECE i v”
INTBEMATTEROETHEEEARWG .
CALLED BY THE OIL CONSERVATION. - FEB 1 2 znng
DIVISION FOR ' THE - PURPOSE OF |

~CONSIDERING- SR , | L Mlumsrmwsmp_(

- CASENO. 12953
- ORDERNO. R-11896

APPLICATION OF PERM.'[AN RESOURCES, INC FOR COIWPULSORY

POOLING, UNORTHODOX WELL LOCATION, DESIGNATION OF A
- SPECIAL  PROJECT AREA, AND SIMULTANEOUS DEDICATION LEA

COUNTY, NEW MEX[CO : E

o , | ORDEI_{ OF THE D! YESION
BYTHE DI' !. ISION: '. |

' ThmcasecameonforheaxmgatSlSa.m.onOctoberZzt 2002befor=ExamJner
Dade.Bmoks .

NOW, on thls 10" day of Fcbruary, 2003, thc Dmsmn Director, havmg
" considered the testimony, the record and the recommendations of the Examiner, :

: (1) Due pubhc notice has been given, and the vamon has jurisdiction of this
caseandofthe sub_)ectmatter :

(2) Apphcant socks an ordat poohng all. uncommxtted tineral mteresbs in thc
Strawn formation enly, underlying the S/2 SE/4 of Section 7, Township 16 South, Range .
36 Bast, NMPM, Lea County, New Mexico, fomngastandaxd 80-acre oil spacing and
proration unit (ths “80—Am:e Umt” or. "Umt“) asto the Northeast Shoe Bar-Strawn Pool.

_ )] In add:uon, Apphcant seek:s approval of an unorthodox locatxon, o
establishment. of a special project area for ‘a proposed horizontal completxon, and
approval for snmnlmneous dodmauonasset forth below. e

L @) Apphcant proposes to dedxcate the 80-Acre 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 Rast-
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 wmorthodox .
Strawn bottom-hole location approximately 950 feet from- the Scuth lms and 1 500 feet
ﬁom the Bast line (Umt O) of Section 7. :

e i e e e e s pan e S
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4 (5) Apphcant expects to encounter ﬂa.e Strawn fonnauon in- the proposed well, _
' atasnbsurﬁcclocatxonappmmatclyl 000 feet from the South line and 1,025 fcctfrom o
the Rast line of Section 7, and then drill approximately 500 feet ‘horizontally into the
Strawn. The proposed lateral will lie entirely outside the producmg area for ﬂm proposed -

Unitin the Northcast Shoe Bar-Sn-awn Pool.

(6) In support of us apphcauou for appmval of an unorthodox loca:non of the

proposed well in the Northzast Shoe Bar-Strawn Pool, Apphcant pmen]:ad geologic -

tmumony ﬂ:at:

¢(a)' ~ ’Appnganfs obj'ecﬁvdin the St:awnls .to‘locan; and tap_ into .
. . ‘. . A l’

.7.

: (b) thesealgalmormdsmtypmﬂyofsmanextembmtmdto‘
- ‘be veryprohﬂcpmdnoexs v '

. (c) 3-D' seismic and other geologlc ewdeuce indicate the .
) cx:stenceofsuchanalgalmoundmtheStawnxmdcrtthorthpartofthe. ,
' S/28E/4ofSecnon7and ‘ .
@ aweﬂdnﬂedtomzsu'awnmthoMZSEM ofSocuon7 orat
a standard location in the §/2 SE/4 of Secﬁon 7 would most likcly not
encountcrthetargetedalgalmound

(7)  Applicant presanted land’ testimony to the e&"ect that Apphcant is the

operator of, and owns the entire working intercst in, the N/2. SE/4. of Section 7, the only

Strawn spacing - umt toward Wlnch the lmorthodox Iocanon of thc proposed We]l would- =

encroach.

(8) ‘The umrﬂlodox Iocanon of the pr0posed Well in the Strawn, mvolvmg a
. producing interval from a projectéd penétration location appro:nmately 1,000 feet from
the South line and 1,025 feet from the East line to a projected bottoin-hole Jocation 950

feet from the South line and 1,500 feet from the Bast line of Section 7, should be
approved, and a special project area should be cmued in the Sn'awn fomanon to oonmst

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

" (9) * In addition of as an ) alternative to complenon in the Strawn, Apphcant |

proposes to complets the proposed well in the Wolfcamp af 2 location stated to be 950

feet from the South line and 1,500 feet from fhie Bast line of Section 7, a location that
 would bé unorthodox in the North Shoe Bar-Wolfeamp Pool. . Applicant proposes tor
‘ almultaneously dedicate the 160-Acre Wolfcamp Unit ("the 160-Acre Umt") originally

@doos
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' csmbhshedby OrderNo R—11682 1ssuodmCasc No 12715 andrmhoredbyOrdctNo

41009

R-11682-A 1ssuod in Case No. 12954, to 1ts Chmnbers We.ll No 1 (API No. 30—025— '

. 24617) and.to thoproposod well.

(10) Apphcanx pmented ewdoncc to the offect that afl’ ﬂle owners of interests

in the 80-Acre: Unit and the 160-Acre  Unit “ate the: sarme porsons although then'
: ownersh:p percenmges mtherospecuVe tnitg dlﬁ'cr

e (1 1) Although the apphcauon seeks approval of an ynorthodox Iocauon in ‘the
Wolfcamp 950 feet from the South line and 1,500 feetﬁromthoBasthno,thetosmnony

_concerning the plan of drilling indicates that the probable location at which the proposed

well will encounter the Wolfcamp will more closely apprommate 1,000 feet fromi the East

'lmeoftthecuon, mthotthanl SOOfwt.

(12). The probable down-hoio locauon of the proposed well in the Wolfcamp is

amorthodox for the North ‘Shoe Bar-Wolfcamp' Pool However, it -deviates .from the

standard location toward the mtenor of the spacmg unit and dooa not zmcroach toward
any adjacmt spaomg umt. ‘

(13) The North Shoe Bar-Wolfcamp Pool is a prorated pool w1th a depth
bracket allowable of 560 barrels. There is no rcstncuon on the number of wells that may

- be drilled on a proration unit, and the 0pemr may produce the mnt allowable from wells

on the umit in any proportion.

(14) In the event that the pmposod well proves producEVe in the Wolﬁ:amp, _
. approval of the proposod unorthodox Wolfcamp location of the proposed well, which is

driven by the anticipated geology of thie Strawn, will prevent waste by -obviating the

nocesmtyofdrﬂlmglanaddltmnalwelltotheWolfoamp andwﬂlnotmfrmgeupon -

correlative nghis

(15) The morthodox down-hole locatwn of the 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 of the 160—Acne Unit tothe Chnmhers Well No. l'and to the pmposed well.

Qe) Two or more sepm:tely owned tracts are embraced w1thm the 80-Acre
Unit, and/or there are owners of royalty interesis and/or undivided intérests in oil and gas

" minerals in one or more ﬁ'acts included in thc 80~Aore Unit that are separately oWned-

(17) Applicant is-an owner of an oﬂ and gas working interest within the 80-
Acre Unit, Applicant has the right to drill and proposes 10 drill the proposed well to a
common source of supply mthm the SO-Aore Unit, -
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| '(1'8) There are mtcrest owners m the SO-Aere Umt th.at have not agreed to pool :

their mterests

(19) To avcud ‘the dn]lmg of unneeessary “wells,. protect cotrelauve nghxs

preventwasteandanrdtotheownerofeachinterestmtheBO-AcreUmttheOppormmty _
'to recover or receive without uimecessary expense its just -and’ fair share of hydrocarbons,

. this applcation should be approved by pooling all’ uncommmed mmmal mterests
" Whateverﬂxeymaybe,mthmtheso-AmUnit. L . v

(21) The Unit should be dedmated to the proposed well

(22) After poo]mg, uncomrmtted working interest owners ‘are mfctred to as .
nop-consenting working interest owners.. (“Uncommitted working interest owners™ are
-owners of working interests in the property to be poaled, including unleased minersl

. interests, whoarenotp@esmanoperaungagreemmtgovmnmg &tatproperty)Any ., |

non-consenting working interest owner should be afforded the opportunny ta pay its

~ share of estimated well costs of the proposed well to the operator in tien of paymg its -

share of reasonable wva]l costs out of produetxon

23). Any non- consentmg working interest owner shoula ‘be affordea me
opportunity to object to the actiial well costs, but actual well costs: should be adopted as
the reasonable well costs in the absence of suoh objection. ‘

(24) Followmg dete:mmatxon of masonable well costs; any non-consantmg

working interest owner who has paid: its share- of estimated costs :should pay to the

operator its shate of the amount, if any, that reasonable well costs exceed estimated well -
* costy and should receive fiom the operator the amount, if any; that csnmatedwellcosts
: 'pa.ld by 1t exceed its share of: reasonable we]l costs ' , . ,

25) Any non-consennng work:mg mterest owner who docs not pay 1ts share of

estimated well costs should have, withhield from production its share of reasonable well .
. costs plus an additional 200% thereof &s a reasonable charge for the risk mvolved in -

drilling the well.

_ (26) Reasonable charges for superwmon (combmed ﬁxed rates) should be ﬁxed ,
‘at $6,000 per. month while drilling and ‘$650 per month while producing, provided that
~ these rates should be adjnsted anmially pursuant to Section IL1.A.3. of the COPAS form

titled “Aocounting Procedure-Joint Operations.” The operator should be authorized to

(20) Apphcant should be demgnaxed the operator of the prOposed we]l and the.
_ SO-Acre Umt ‘ N _

i =y .
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withhold from. productlon the propomonate share ofboth the supcmsion charges and the -

‘actual expenditures required for operating the well, not in excess of What are: reasonablc,
, attributable to each non-consennng Workmg mmt'est. S ,. ,

Ny ' 'Pmuaht 1 the apphoanon of Pezxman 'Resomccs', Inc a.ll unoomm:ttcd
mmeral interests in the Strawn formation underlying the S/2.SE/4 of Section 7, Township

" . 16 South, Range 36 Bast, NM.PM., Lea County, NeWMcxmo archzrebypoolod,'

. forming a standard 80-acre oil spaomg and proratxon umt as to the Northoast Shoe Bar-
,Suawn Poolk _

The SO-Actc Unit shall be dedmated to Apphcam: s proposed Chambers Well No ‘

2 to be drilled at an wnorthodox well location [surfice location 802 feet from the South
line and 1,038 from the East line, and bottom iole location approximately. 950 from the
South lmc and 1,500 from the East Ime] mthm the S/2 SE/4 of Sectmn 7. C

2 The unorthodox locauon of the proposed wcll in the Northeast Shoc 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 Rast, NMPM,; is hereby created in the Norl:heast Shoe Bar-
Strawn Pool for the horizontal compleﬁon of the proposed well. \

(3) The mnorthodox location of the pmposed well in the North Shoc Bar- '
. 'Wolfcamp Pool, appro:mnately 800 feet from thé South lme and 1, 000 feet from the East _

Jline ofSecnon 7,18 appmved.
4 'I‘he opcra.tor of thn 80—Acro Umt sha.u commencc dnJlmg the proposed

well on or before April 30, 2003, and sha]l thercaﬁer continue dnllmg the well mthduc ‘

diligence: to test the Strawn fonnatmn.

. (5) . Inthe cvent the operator does not commence drilling the proposed well on
or before Apnl 30, 2002, Ordering Paragraph (1) shall be of no effect, u:nlws the oPorator

-Obtaips a txmo extension ﬁ:om the Division Duoctor for good cause. -

(6) Should the proposed well not be drilled to compleuon, or be abandoned,

o1l

within 120 days: after commencement thereof, the operator shall appear before the

Division Director and show cause why Ordcnng Pamgraph (1) should not be rescmdod

Q) Apphcant 1s hsreby dwgnaxed the operai'or af. tho proposed well and of

the SO-Acrs Umt
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: A8) . Aﬂ:cr poolmg, uncommltted woﬂnng mterest ovmm's are refm‘rod 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 estnnated costs of dnllmg, compleung and
: equxppmg the pmposed we]l ("well costs") '

(9) W‘Itlnn30daysﬁ:omthedmtheschﬁdulcofemmatedwe]lcosts1s
" furnished, any non-conseriting worlcmg intérest owner shall have the right to pay its share
of estimated well costs to the operator in lien of paying its share of reasonable well costs
- out ofproductmnashercmaﬁerpmded, and any such owner who pays its. share of
. estimated well costs as provided. above shall remam hable for operatmg costs but sha]l ’
, notbc lxable fornsk charges . , v

‘ (10) The opemtor shall fumsh thn Dmsmn and each known non—oonsar.mng
. working interest owner am itemized schedule of actual well costs within 90 days L
following completion of the proposed well. If no objection to the aqtual ‘well costs is
- received by the Division, and' the Division has not objected within 45 days following
receipt of the schedulc, 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 Dmswn '
wﬂl detcrmme reasonable well costs after public notics and hcanng

(11). . Within 60 days followmg dctermmatron of reasonable well costs, any nop-
consenting workmg interest owner who has paid its sharc of ¢éstimated well costs in
advancé as provided above.shall pay to-the operator its share of the amount. that
reasonable well costs exceed estimated woll costs and shall receive from the opctator its

" share of the amonm that estimated well costs exceed reasonablc well costs : :

‘ (12) " The opcrator is hcrcby authonzed to thhhold the fo]lowmg oosw and
v charges from prodnchon. ' ‘ . ' ‘

(3 = the proporl:ionate share of rmsonzble well costs:

© atiributable to each non-cobsenting working interest
owner who has not.paid its share of estimated well -
‘costsw1ﬂ:m30daysfmmthe date the schedulé of |
esumatod well costs 1s fmmmhed, and . : ;

(b)  asacharge for the risk mvolved in dnllmg the wen,
200% of the above costs, | _

B A ke Arh v ane s L mavecam e Ay
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(13) In the event that 8 determmanon is made to- complete the proposed we]l in -

the Wolfcamp fomanon, the operator should apply for an amendment of Ordcr No R—
11682-Ato prov:dc for a.!locatl.on of costs thhmihe 160 Acre Umt. G

_ (14) - 'I‘he opcrator shail dwtn'bute the costs and charges w1thhe1d ﬁ:om
producnon, pmporhonately tothepamaswho advanced the wellcosts o .

(1s5) Rcasonable charges for supervmon (oombmed ﬁxcd rates) are hereby
fixed at $6, 000 per month-while drilling and $650 per month while producing, provided

- thet these rates shall be adjusted ahnually pursuant to Section IL.1.A.3. of the COPAS

form titled “Accounting ‘Proceduré-Joint Operations,” The. operaxor is autherized 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,
atm"bumble to each non-consenhng woﬂnng mtacst ' ,

(16) Bxccpt as provided in Ordmng Paragraphs (13) and (16) above, all

. proceeds from prodiiction from the proposed well that are not disbursed for amy reason |
- shall be placed ini escrow in Lea County, New Mexico, to be paid to the trus owner

thereof upon demand and proof of owriership, The operator shall notify the Division of
the name and address of the cscrow ageni within 30 days from the date of ﬁrst depo:«nt

, mththcescrowagcnt.

an. Any unleascd mmeral mtercst sb.a!l be conmdered ‘a seven—exghths (7/8)

working interest aud a one-eighth. (1/8).royalty interest for the. purpose of allocating 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 chargos shall be withheld from production attubutablc to royalty mtexests

(18) Should all the parhes to this compulsory poolmg order reach vohmtary '
" .agreement subsequent to entry of this order, the forced poolmg prowsxons of this’ order :

o -shaﬂthmaﬁerbeofnofurtheref&ct.

(19) - The OPGraior of the well and Umt shall notlfy the- Dmsxon in wntmg of

the subsequent voluntary agreemfmt of all parﬁes sub_}ect to the forced pooling pmvxsmns

~of this order.
(20) J'unsdlcuon of this case is retamed for the entry of such ﬁ:rther ordcrs as

the Dzwsion may deem necessary

@o13
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) | DO.N? at Santa F"c,. New Mcxiéo, on thz day and year heremabovc dcsxgnated. -

STATB OF NEW MEXICO .
OIL CONSER.VATION DIVISION




PERMIAN RESOURCES, INC,
DRILL & COMPLETION DETAILED COST ESTIMATE

Jease Name:

Well Lacation:

CHAMBERS Well No 2

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

SHOE BAR, NORTH (WOLFCAMP)

Field: SHOE BAR, NE {STRAWN)

Legal: SECTION 7, T16S, R36E

Caunty: LEA State: NM - Prop Depth: 11,400 feet AFE No.
Ob)./ Form, DRILL VERTICAL, KO HORIZONTAL, COMPLETE AND EQUIP 11,400' STRAWN PUMPING OIL WELL, MD 13,20¢'
RUN CSG -
DRILL YERT DRLG HORIZ
CATEGORY & TEST COMPLETE TOTAL
INTANGIBLES:
Build roads, locaton, pits & survey $25,000  Damages $5,000 $30,000 $30,000
Contract Drlg - Mobilization $30,000 $30,000
Contract Drig - Day work 350 days @ $9.200 /day $322,000 $322,000
Contract Drig - Day work 130 days @ $9,200  /day $119,600 * $119,600
Coniract Drig - Footage feet @ oot $0 30
Bits 565,000 345,000 $110,000
Fuel & Power 342,300 Water 315,000 $42,000 515,300 $57,300
Completion Rig § diys @ 52,100 /day $12,600 $12,600
Cement Surface $5,500 Cement Intermediate $20,000 $25,500 525,500
Cement Production 330,000 $30,000 $30,000
Casing Tools and Crews $5,500 $7,000 $12,500
P&A $8.000 $8,000
Open Hole Logging $18,000 318,000
Mud Logging 316,000 Coring $16,000 $16,000
Cased Hole Logging $10,000 $10,000
Perforating open-hole completion 50 30
DST/Mesting . $16,000 $16,000
Stimulation - Acid $15,000 Stimulation - Fracture 30 $15,000 $15,000
Speciat Services Directional Services, Motors, MWD $85,000 $65,000 $150,000
Rentals - Surface Rotating Head, Gas Sep., Housing $7,500 $2,500 $10,000
Rentals - BHA Equipment Whipstock, Pkrs., X-overs, Valves §8,000 55,000 $10,000
Rentals - Drifl Pipe ___$15,000 Tubing BOP/CK $3,500 $18,300 $18,500
Miscellaneous Rentals Frac Tanks $2,500 52,500 $5,000
Mud & Chemicals $30,000 $10,000 $40,000
Rig Supervision $500.00 /day 37 Drill 13_Complete $18,500 $6,800 $25,000
Trucking $4,000 $4,000 ~ $8,000
nsurance $9,500 $9,500
Overhead $250.00 /day 37_Drill 19 Complete $9,250 $4,750 $14,000
Well Equipment - Intangible Installation 52,500 $4,500 $7,000
Lease Equipment - Intangible Installation $7,300 37,500
Contingencies @ 10,0% of Total $75,200 338,500 $113,700
TOTAL INTANGIBLES $826,950 $423,750 $1,250,700
TANGIBLES:
Well Equipment - Non Controllable
Surface Casing -
450 frof 13-38LS  OD, 43 #Hh@ $18. 00 / foat $8,100 58,100
Intermediate Casing »
4900 fiof §.5/8" oD, 24&32 #,@ $11.50 /foot $56,350 $56,350
Praducting Casing «
11,400 frof $-172¢ oD, 17820 #0,@ $9.00 /foot $102,600 $102,600
Liner -
300 fiof 4" ¥l QD, 129 #0,@ $6.50_ / foot $1,950 $1,950
Tubing «
11,400 fof 2-7/8% oD, N-806.5 #, @ $3.85 /foot $43,890 $43,890
Raods -
§600 Rof 1.2* FG oD, $3.00 /foot $19,800 $19,800
4400  Rof 7/8"&1.5" oD, $2.00_/ foat $3,800 $8,800
Pumping Unit / Motor APISize 640 Used Motor HP 50 $45,000 $45,000
Subsurface Pumps : | §5,000 $5,000
Other Control Subsurface

Wellthead Equipment

s

$2,500
rr————— .
$7,000  TbgHead __ $10,000 Valves $4,500 $7,000 514,500 $21,500
Lense Equipment - Non Controllable 51,500 $1,500
Separators $2,500  Treaters __$3.000  Dehyd ss.500 §5,500
Flowlines 1,500 ftof 3" Sieel OD, @ $3.50 /foot 55,250 $5,250
Tanks 2 - 500 Bb] Oil Tanks Used $8,000 $8,000
Sales Equipment/Meter Runs, etc. $5,000 35,000
Compressors $0
Pumps 30
Bleciricat Systems 3 Poles, slack span, meter loop $3,500 $3,500
Fittings 34,500 $4,500
Other Control Lease Equipment POC 53,800 53,500
TOTAL TANGIBLES $71,450 $280,790 $352,240
TOTAL WELL COST COMPLETED $898,400 $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" 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 & get S-1/2" casing at 11,200". DO & KO Horiztl. Drill to TVD 11,360', MD 13,350' 10 specific BHL per detail.
Run opitional 4* FJ liner, acidize and equip w/ BPU if required.
Prepared By: M. Stewart Initials: Title: Engineer Date:
Approval
Company: By: Date:
Share %: 100.0000% Net $ Amount:

$1,602,940




