NHC  Y/iafee
PRIMERQ

OPERATING, I NC.
PoOST OFFICE Box 1433 March 20, 2000

RoswelLL, NEW Mexico 88202
(505) 622-1001 Fax (505) 625-0227

David R. Catanach '

NMOCD District IV T ——
2040 Pacheco Street ASe "”"rm’AWO«% mvsmm
Santa Fe, NM 87505 - e

Tilley #1, Unit N, Sec. 16, T16S, R35E
Lea Countv NM J/‘

Re: Application for Downhole Comingling /l

Dear Mr. Catanach:

Please find the enclosed items pertaining to the subject Application for Downhole Comingling:
Form C-107-AApplication for Downhole Comingling
2 C-102 forms, one for each zone to be downhole commingled

Production curve showing monthly production for the Atoka gas zone while it was produced by
itself

Production curve showing daily production for the well as it produces today

This well originally produced from the Devonian formation but was plugged by the previous operator.
Primero Operating, Inc. re-entered the well in May of 1998 in order to test the Atoka formation. After the
plugs were drilled out and the Atoka formation was perforated from 11,430’ to 11,448’ and we swabbed the
well to test for natural entry of gas from the Atoka formation. While swabbing the well, we started
swabbing un-cured cement then oil. A RA-Tracer/Temperature survey was run which indicated that the oil
being swabbed was from the Devonian open hole section from 12,508’ to 12,558°, the original producing
zone.

We set a retrievable bridge plug over the Devonian formation and subsequently tested the Atoka formation.
Treating pressures on the Atoka formation were very high (> 10,000 psi). Production from the Atoka
formation was very disappointing, initially the well produced 100 mcfd and over the next 16 months,
production fell to below 10 mcfd. Several attempts to swab the well but it did not help production. The
original SIBHP for the Atoka was 4694 psi (.41 psi/ft), after 16 months of production, the SIBHP was 3584
psi (.313 psi/ft).

In January 2000, Primero pulled the production packer and retrievable bridge plug from the well and ran a
packer, tubing and rods in order to rod pump the well. The seating nipple is set at 9314°, above both the
Atoka perforations and the Devonian open hole. We did not know if the Devonian production would stay
at a commercial rate or if it would water out as it did originally, and by pumping from a higher position in
the well we figured that we had less chance of watering out the zone and also kept the costs lower by being
able to use a smaller pumping unit and less tubing and rods. Since we did not know how long the
Devonian production would last or if it even last more than a few days, we did not squeeze off the Atoka
perforations. It is also possible that by keeping the fluid pumped off the Atoka, that it may give up some
gas. According to the Roswell Geological Society Oil and Gas Field Symposium, the original SIBHP in
the East Shoebar Devonian field was 5017 psi. Based on static fluid readings, the current SIBHP for the
Devonian formation is 4377 psi (.349 psi/ft).

Luckily, the well seems to be holding steady and it appears that it will have a long life. I submitted the
appropriate paperwork to the NMOCD in Hobbs but they said that I need to apply for downhole comingling
since the Atoka perforations are still open.




Since we are not able to get a production rate for the Devonian formation only the production shown in the
“Lower Zone” section of the Application for Downhole Comingling form is the total the total current
production from both zones. For the “Fixed Percentage Allocation Formula”, I used the last full monthly
production from the Atoka by itself, September 1999 (14.2 mcfd) and assumed that this is the gas
production from the Atoka formation. I divided the 14.2 mcfd from the Atoka into the total current gas
production (19.34 mcfd) to get a factor of 73% of the gas allocated to the Atoka Formation leaving 27% of
the total gas to the Devonian formation.

We hereby request administrative approval to downhole commingle production in this well based on the

following:
@) Commingling is necessary in order to allow the recovery of gas reserves from a marginally
producing formation (Atoka)

(ii) The bottom-hole pressure of the highest pressured commingled zone does not exceed the original
reservoir pressure of any other commingled zone in the wellbore adjusted to a common datum.
(Current Devonian pressure gradient is .349 psi/ft while the original Atoka formation gradient was
.41 psi/ft)

(iii) The commingling will not result in the permanent loss of reserves due to cross flow in the
wellbore (Based on bottom hole pressures for both the Atoka and Devonian formations and the
extremely high pump in pressure required for the Atoka formation, cross flow will not occur)

(iv) That based on the high pump in pressures witnessed on the Atoka formation, fluids from the
Devonian formation will not be able to enter the Atoka and cause any more damage than may
already be present.

W) The fluids from the two zones are compatible and comingling the fluids will not result in the
formation of precipitates which might damage any of the reservoirs. (As evidenced by the steady
production trends witnessed since the well was put on pump)

The ownership of the two zones is the same and all owners are anxious to see the well produce in the most
economic fashion. If you have any questions regarding this request, please do not hesitate to call me.

Thank you,

pEm—

Phelps White
President




DISTRICT | State of New Mexico Form C-107-A

DTRIGE o fedd Energy, Minerals and Natural Resources Department Revised August 1999
DISTRICTU oo OIL CONSERVATION DIVISION APPROVAL PROCESS:
1000 Rio Brazos Rd, Aztec, NM 87410 2040 S. P ___Administrative __ Hearing
DISTRICT IV . Pacheco
2040 S. Pacheco, Santa Fe, NM 87505 Santa Fe, New Mexico 87505-6429 EXISTING WELLBORE
APPLICATION FOR DOWNHOLE COMMINGLING X_YES ___NO

Primero Operating Inc PO Box 1433, Roswell, NM 88202
"Operalor Address

Tilley 1 N-16-165-35E Lea
Tease Well No. Unit Ltr. - Sec - Twp - Rge County

Spacing Unit Lease Types: (check 1 or more)

OGRIDNO.__ 018100 Property Code__ 22180 AP NO.___ 30-025 27891 Federal ____, State __, (andor)Fee X

Q‘ X ) )“ '.
e and 1L

" Pltames
o0 Shoebar, Atoka Shoebar, D
2. T d Bott f
Pay Section " (Perforations) 11,430 = 11,488 Open Hole
12,508 - 12,558
T f producti
BiorGas) o Gas 0i1
4. Meft:?od.of Pro/s‘drl_t:g%tic;onI Lift
r clal Li
(Flawing or Artif Flowing until 11/99 Pumping
5. Bottomhole Pressure a. (Current) 3584 9/99 a. a. 4377 6/98
Oil Zones - Artiﬁcllazl L‘ift:t 4e ¢
Gas & Oil - stimate urren b. (Original) b. b.

Flowing:
laeasured Current

Al Gl?sstiéz?gg.br Measured Original 4694 7/98 5017 9/68

6. Oié3 Gravity (°API) or

as BTU Content 1,253 BTU 60.8 api
7. Producing or Shut-Iin? Producing Producing
Yes No
Production Marginal? (yes or no) Daté: 9/99 Date: Date:
*f ;Shut-tln, gifv'e dtateo%nd tpil/gas/ Rates: g hopd Rates: Rates:
o rodu
water rates of last p ction 14.2 mcfd
Dopncant Shal e, roquired o Snadn. BrodLoton
fmates ana suppor(t‘mg data P Date: Date: Date:  3-1 to 3215-2000
* If Producing, give date andoil/gas/ Rates: Rates: Rates: 29 bopd
water rates of recent test
(within 60 days) 19.34 mcfgd
8. Fixed Percentage Allocation Oil: Gas: Qil: Gas: Oil: Gas:
Formula <95 for 6ach z0ne 0 % 73 % % % 100 % 27 %

(total of %'s to equal 100%)

9. If allocation formula is based upon something other than current or past production, or is based upon some other method, submit
attachments with supporting data and/or explaining method and providing rate projections or other required data.

10. Are all working, overriding, and royalty interests identical in all commingled zones? X Yes ___No
If not, have all working, overriding, and royalty interests been notified by certified mail? __Yes — No
11. Will cross-flow occur? ____Yes _X No Ifyes, are fluids compatible, will the formations not be damaged, will any cross-
flowed production be recovered, and will the allocation formula be reliable. ___ Yes ___No (If No, attach explanation)
12. Are all produced fluids from all commingled zones compatible with each other? X _Yes ___No
13. Will the value of production be decreased by commingling? __Yes X _No (If Yes, attach explanation)

14. If this well is on, or communitized with, state or federal lands, either the Commissioner of Public Lands or the
United States Bureau of Land Management has been notified in writing of this application. ___Yes __ No

15. NMOCD Reference Cases for Rule 303(D) Exceptions: ORDER NO(S).

16. ATTACHMENTS: . L . . .
» C-102 for each zone to be commingled showing its spacing unit and acreage dedication.
» Production curve for each zone for at least one year. (If not available, attach explanation.)
* For zones with no production history, estimated production rates and supporting data.
* Data to support allocation method or formula. .
* Notification list of workqu, overrldlng, and royalty interests for uncommon interest cases.
* Any additional statements, data, or documents required to support commingling.

I hereby certify that the information above is true and complete to the best of my knowledge and belief.

SIGNATURE L// TITLE President DATE 3-20-00

TYPE OR PRINT NAME Phelps White TELEPHONE NO.(_ 505 ) 622-1001




PO Drawer DD. mmmx

Districe 11

1000 Rio Brams Rd.. Axtee, NM!‘"I’

Distrier TV

PO Box 2088, Santa Fe, NM §7504-2082

WELL LOCATION AND ACREAGE DEDICATION PLAT

OIL CONS
PO Box

ERVATION DWI.;[JN

20838

Santa Fe, NM 87504-2088

S

. bdadbh DWW AW MAnd WL W

Submit to Appropriate District OsT

wate Lease - 4 Cog:
Fee Lease -3 Cop:

] AMENDED REPOF

“AP! Number 3 Pook Code * Pool Name
30-025-27891 8 g 7\@ . ShoeBar, Atoka |
¢ Property Cade o * Property Name * Wel Numoer
2280 Tilley o 1
' OGRID No. ' Operstor Name ¢ Elevation
<oatan | 5100 Primero Operating, Inc. 3965.2
19 Surface Location
ULorlot 0o, | Section | Townstip | Range Lot Ida Fom {rom the Nonh/Sosth kas Feet from e EasuWent Ene Coanty
N 26 16S . 35E 330 South 1815 West Lea
' 't Bottom Hoie Locaton If Different From Surface
UL or io¢ 20. Sextion | Towusaip | Range Lat Ida Foat from the Norw/South e Foxt from the Eas/Went line Councy
¥ Dedicated Acresy * Joimg or Infill | ** Consolidation Code | * Order No.
320 N C/F

[

18

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

' OPERATOR CERTIFICATION|

1 hereby cerafy that the informagon comained heren }
true and compieie © the bext of My owistge and bedier |

i
¢
i
¢

Segaswire

Phelps White
Priated Name

President
Title

12/4/97

Dats

\\\ N

I BSURVEYOR CERTIFICATION]

| hereiry cerafy has the weil loczgdon showm am this pias |
was pioded from fleid nows of actaal surveys made v !_
me oF under my supervision, and thas e same i3 Tue
and correet o the besz of my beiief.

N\

1815"

N\

1330’

—

6-14-82 }
Date of Survey "
4 Signamure 1nd Seal of Profcasional Surveyer:
Surveyed by
John West 676

Patrick Romerc 6663
Ronald Eidson 3239

Certificaws Nuznibder




Distrs State of New Mexico Form C-102

PO Bn:xll”. Hobba, NM $3241-1580 Eneryy, Minerais & Natmrsl Resoarees Department Revised February 10, 199+
District O Instructions oan back
PO Drawer DD, Artsia. NM 82114719 OIL CONSERVATION DIVISION Submit to Appropriate District Office
Districs 1 PO Box 2088 State Lease - 4 Copies
1000 Rio Brasos Rd.. Aztee. NM 37410 Santa Fe, NM 87504-2088 Fee Lease - 3 Capies
District [V
PO Box 2083, Saata Fe. NM §7504-2088 ] AMENDED REPORT
WELL LOCATION AND ACREAGE DEDICATION PLAT
"AF1 Number * Pook Code T Poot Name
East Shoebar, Devonian
* Property Code . * Property Name * Well Number
Tilley 1
' OGRID No. ' Operstor Name ! Elevation
018100 Primero Operating, Inc. 3965 GL
' Surface Location
UL orlot no. | Section | Township | Range Lot lda Feet from the North/Soath ine Femt from the East/Went loe Coanty
N 16 16S 35E 330 South 1815 West Lea
1 Bottom Hole Location If Different From Surface .
UL orlot no. | Section | Township | Raage Lot [da Feet from the North/South ine Fert from the Esst/Wemt line County
** Dedicated Acres} * oiat oe fnfill | * Consolidation Code | * Order No.
40 N C/F

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

‘7 OPERATOR CERTIFICATION
1 hereby certify that the informadon conigined heren is
irue and complese 0 the best of my inowiadge and beliey

——
—

18

17//’/

Sigaature

Phelps White
Pristed Name
President

Title
3-20-2000

Date

"SURVEYOR CERTIFICATION

1 hereby certify thas ihe weil locagon showw am s plas
was ploted from fleld noces of actual surveys made by
me or under my supervision, and ihal ihe same is rue
and correct (o the best of my belief.

6-14-82

Date of Survey

Signaure and Seal of Profeasional Surveyer:

Surveyed by:
John West 676
Patrick Romero 6663

1815! Ronald Elason 3239
I - @]
!

\

330'

Certificate Number

|
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Tilley #1

Section 26, T16S, R35E

Lea County, NM

19-Jan-00
20-Jan-00
21-Jan-00
22-Jan-00
23-jan-00
24-Jan-00
25-Jan-00
26-Jan-00
27-Jan-00
28-Jan-00
29-Jan-00
30-Jan-00
31-Jan-00
01-Feb-00
02-Feb-00
03-Feb-00
04-Feb-00
05-Feb-00
06-Feb-00
Q7-Feb-00
08-Feb-00
Q9-Feb-00
10-Feb-00
11-Feb-00
12-Feb-00
13-Feb-00
14-Feb-00
15-Feb-00
16-Feb-00
17-Feb-00
18-Feb-00
19-Feb-00
20-Feb-00
21-Feb-00
22-Feb-00
23-Feb-00
24-Feb-00
25-Feb-00
26-Feb-00
27-Feb-Q0
28-Feb-00
29-Feb-00
01-Mar-00
02-Mar-00
03-Mar-00
04-Mar-00
05-Mar-00
06-Mar-00
07-Mar-00
08-Mar-00
08-Mar-00
10-Mar-00
11-Mar-00
12-Mar-00
13-Mar-00
14-Mar-00
15-Mar-00
16-Mar-00
17-Mar-00
18-Mar-00
19-Mar-00
20-Mar-00
21-Mar-00
22-Mar-00
23-Mar-00
24-Mar-00
25-Mar-00
26-Mar-00
27-Mar-00
28-Mar-00
29-Mar-00
30-Mar-00
31-Mar-00

OO~ O A WK =

35.75
35.75
385

19.25
2475

412
385
33
38.5
30

36

33

36

22

33

22
16.75
13.7%
35.75
275
38.2
275
2475
38.5
385
35.75
33
35.75
19.25

Daily Production

61
135
118
145
124
101
120
93
85
71
85
82
55
85
63
8
55
132
74
55
33
69
66
38
66
88
63
69
69
63
82
46
64
76
66
63
81
74
121
7
58
90
77
71
91
91
84
91
105
0
115
83
131
79
68
80
80
80
80
85
96
71

¥ Row Deuou:pP é.A-‘-o‘M

1.39
137
21
13
0.2
0.2

77.16
163.3
1345
145
129.5
109.25
136.5
128.75
131.75
120.5
113.5
123.2

16.75
128.75
118.75
158.5
117.2
9.5
104.75
1185
1185
115.75
118
131.75
90.25

[oN =]

CO0O00OOOOO

20.9%
17.3%
12.3%
0.0%
4.2%
7.6%
12.1%
27.8%
35.5%
41.1%
25.1%
33.4%
37.5%
28.0%
34.4%
50.8%
13.0%
4.0%
12.9%
13.0%
40.0%
19.3%
42.9%
52.1%
32.0%
32.3%
34.4%
35.8%
38.4%
40.6%
34.9%
43.7%
35.8%
33.6%
33.3%
23.4%
23.4%
12.9%
25.4%
35.2%
36.3%
30.0%
28.0%
33.6%
26.6%
28.3%
20.8%
26.6%
17.3%
100.0%
10.7%
30.1%
17.4%
32.6%
28.8%
23.6%
32.5%
32.5%
30.9%
28.0%
27.1%
21.3%
ERR
ERR
ERR
ERR
ERR
ERR
ERR
ERR
ERR
ERR
ERR

86
484
127

ERR
36
24

0
238
257
222
421
316
394
424
388
836
133

o]

91
145

77
127
178
419
287
324

761
845
767
1286
876
1332
1110
58
39
225
243
415
671
756
756
870
645
615
899
ERR
ERR
ERR
ERR
ERR
ERR
ERR
ERR
ERR
ERR
ERR

50% timer

electric failure well
down 12 hrs

increase timer to 75%

100%

80%

down for belt guard



PRIMERO OPERATING, INC.

505-622-1001

6 16 26 36 46 56 66
Day

Tilley #1
Daily Production Devowisr § Aboko
1000
Qil
® 100
X Water
gas
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Day
Tilley #1
Daily Production
1500 2
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