JAMES BRUCE KEQ £l VE D

ATTORNEY AT LAW

POST OFFICE BOX 1056 I8 feB 28 P 12 20

SANTA FE, NEW MEXICO 87504

369 MONTEZUMA, NO. 213
SANTA FE, NEW MEXICO 87501

(505) 982-2043 (Phone)

(505) 660-6612 (Cell)
(505) 982-2151 (Fax)

jamesbruc@aol.com

January 27, 2008

Mark E. Fesmire, P.E.

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

Re:  J. Cleo Thompson & James Cleo Thompson, Jr., L.P. (“Thompson”)/application
for approval of a non-standard gas spacing and proration unit

SEVuNWY, and SY2NEY of -Section 27, Township 21 South, Range 26 East,
'+~ N.M.P.M., Eddy County, New Mexico, containing 120 acres

Dear Mr. FeSmire:

I received the letter which Mr. Herrell of the BLM sent to you, esséntially ‘objecting to
Thompson’s application. As a result of the letter, counsel for the Division has instructed the
matter be set for hearing on April 3™, Let me make three points:

1. Jim Stevens, operations manager for Thompson, and Chris Barnhill, met with Jim
Stovall and Don Peterson of the BLM’s Carlsbad office in mid-November, and were
informed at that time that the BLM no longer wanted to pursue a compensatory
royalty agreement (“CRA”). Hence the non-standard unit application.

Despite point 3 below, if the BLM wants to again pursue the CRA and the
formation of two stand-up 320 acre units, I request Mr. Herrell or another BLM employee
to call Mr. Stevens at (432) 550-8887.

2. As to directional drilling, Messrs. Stevens and Barnhill negotiated in good faith
with Mr. Malley (the surface owner of fee acreage on an adjoining section) for a location
on which to drill the wells directionally, as Mr. Barnhill had originally proposed.
However, the price he wanted was so high that it would make drilling unfeasible. After
striking out with Mr. Malley, then and only then did Thompson pursue drilling the wells
vertically. . ‘



3. The BLM’s objection was not timely filed. Attached as Exhibit A is a copy of my
notice letter to the BLM, with the green and white cards. As stated in my letter, the
objection period expired on February 13", but the BLM’s objection is dated February
19™. Even if the objection period expired 20 days from receipt of notice (January 28"),
the BLM’s letter did not comply with that time frame. Therefore, the objection was not
timely filed, and Thompson requests that the objection be denied.

I would point out that if Thompson is not allowed to drill wells on its acreage, the BLM is
condemning private mineral rights.

Very truly yours,

James Bruce

Attorney for J. Cleo Thompson & James Cleo Thompson, Jr., L.P.

cc: Tony Herrell
Arthur Arguedas
Holly Meyer
Chris Barnhill
Jim Stevens
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January 24, 2007

CERTIFIED MAIL — RETURN RECEIPT REQUESTED

Bureau of Land Management
2909 West Second Street
Roswell, New Mexico 88201

Ladies and gentlemen:

Enclosed is a copy of an application for a non-standard gas well unit and two unorthodox gas
well locations, filed with the New Mexico Oil Conservation Division by J. Cleo Thompson &
James Cleo Thompson, Jr., L.P., regarding the SE4ANW'4 and S/2NE" of Section 27, Township
21 South, Range 26 East, N.M.P.M., Eddy County, New Mexico. If you object to the application,
you must notify the Division in writing by February 13, 2008. The Division’s address is 1220
South St. Francis Drive, Santa Fe, New Mexico 87505. Failure to object will preclude you from
contesting this matter at a later date.

Vet truly yours,
James Bruce

Attorney for J. Cleo Thompson & James Cleo Thompson, Jr.,, L.P.
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