John W. Tannehill, SSP

P.O. Box 819
Paso Robles, Califonia 93447

(805) 467-2217 Mo oD
oloumaioom

October 17, 2013

CERTIFIED MAIL - RETURN RECEIPT
REQUESTED

Jamie Baliley

New Mexico Oil Conservation Division
1220 South St. Francis Drive

Santa Fe, New Mexico 87505

Dear Ms. Bailey,

Please refer to the attached letters, dated Sept 30, 2013, from James
Bruce, Attorney at Law to you, and his lietter also dated Sept 30, 2013,
addressed to John Tannehill, SSP.

On the behalf of John W. Tannehill, | object to this application for an
unorthodox gas well in the SE 1/4 of Section 32, T5S, R33E, NM.P.M.,
Roosevelt County, New Mexico.

The south end line of the proposed gas pool (unit) would be 1980 feet
from the well location, thus encroaching on Section 6, lots 1,2,3, and
possibly Section 7, lots 1, 2, 3 of T6S, R34E, in which we own mineral
interests. Therefore, we should be entitled to our percentage of Royalty
revenue from this gas pool ( unit). Also, the encroachment of the proposed gas
pool (unit) could possibly inhibit the ability of us to lease the subject mineral
interests in Section 6, lots 1, 2, 3, and Section 7 of lots 1, 2,3 of T6S, R34E,
N M P .M. Roosevelt County, New Mexico

Sincerely,

> PR —
s
John W Tannehill, SSP
P.O. Box 819
Paso Robles, CA 93447
(805) 467-2217

Enn~lAaciirae



JAMES BRUCE
ATTORNEY AT LAW

POST OFFICE BOX 1056
SANTA FE, NEW MEXICO 87504

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

(505) 982-2043 (Phone)
(508) 660-6612 (Cell)
(505) 982-2151 (Fax)

a I l.com

September 30, 2013

Jami Bailey
Oil Conservation Division

1220 South St. Francis Drive

Santa Fe, New Mexico 87505

Dear Ms. Bailey:

Pursuant to Division Rules 19.15.15.11 and NMAC 19.15.15.13, Primero Operating Inc. applies
for approval of a non-standard gas spacing and proration unit and an unorthodox gas well
location in the Pennsylvanian formation for the following weli:

Well:
Location:
Current well unit:

Proposed well unit:

Grover Well No. 1

1930 feet FSL & 660 FEL

NEYSEYs of Section 32, Township 5 South, Range 33 East,
N.M.P.M,, Roosevelt County, New Mexico

SEY of Section 32

The well was originally drilled to test the South Peterson-Fussleman Pool, but was plugged back
and completed in the South Peterson-Pennsylvanian (Associated) Pool. Under Division Order
No. R-5353-1, the South Peterson-Pennsylvanian (Associated) Pool is an associated pool under
which spacing is 40 acres for an oil well (with statewide setbacks) and 320 acres for a gas well.
Under the Division's general rules for associated pools, gas wells must be located no closer than
1980 feet to the end line nor closer than 660 feet to the side boundary of a well unit.

The reasons for the non-standard unit request are as follows:

1.  The well, when originally completed, was an oil well with no gas production, and
40 acres was dedicated to the well. See Exhibit A, the write-up of John C. Maxey,
applicant's engineering consultant. However, the well has started producing gas such that
it has, or will soon, exceed a GOR of 30,000:1, which will make it a gas well under the
Division's general rules for associated pools.



2. The proposed gas well unit, the SE% of Section 32, is comprised of a single fee
tract, with common ownership (royalty, working, and overriding royalty interests). In
addition, the working interest owners in the SE% of Section 32 paid the entire costs of
drilling the well, and the equities in the well should not be changed.

3. The well is not prolific, so the offsetting quarter sections will not be adversely
affected by the non-standard unit or unorthodox location.

Notice of this application has been given to the offset interest owners, and a copy of the notice
letter is attached as Exhibit B.

Please contact me if you need any further information on this application.

Very truly yours,

/(4()’\/
ames Bruce

Attorney for Primero Operating Inc.



JAMES BRUCE
ATTORNEY AT LAW

POST OFFICE BOX 1056
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@gol.com

September 30, 2013

CERTIFIED MAIL — RETURN RECEIPT REQUESTED
To: Persons on Exhibit 1
Ladies and gentlemen:

Primero Operating Inc. has filed an application with the New Mexico Oil Conservation Division
seeking approval of an unorthodox gas well location, ezc., in the SE% of Section 32, Township 5
South, Range 33 East, N.M.P.M,, Roosevelt County, New Mexico. A copy of the application is
enclosed. You are an offset interest owner. If you object to the application, you must notify the
Division in writing within 20 days (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.

Very truly yours,

Uy B e

Jﬁmes Bruce

Attorney for Primero Operating Inc.



Grover Family, LP
P.O. Box 3988
Midiand, TX 79702

Albert G. Boyce, Jr., SSP
3181 Nlle Avenue
Mantecs, CA 98337

William Quincy Boyee, lli, SSP
2868 Crestvieow Drive
Woodland, Utah 84038

Michelle Tannehilt Boyce
Mayfleld, 8P o

4088 Highway

Carroliton Vilia Rica Highway
Viils Rica, GA 30180 (1998)

Albert G. Boycs, Jr., as Trustes
of The Albert G. Boyce Trust
3181 Nile Avenue

Manteca, CA 98337

Mitchell Royslty, & Limited
Partnership

Route 2

Box 10-A

Heskell, OK 74436

Happy Hill Northern

Heoldings, L.L.C.

Star Route 88

Box 891

Okanogan, Washington 98840

willlam J. Boyce, SSP
P.O. Box 871
Manteca, CA 95338 (1997}

Q.D. Lambirth, Trustee of the
0.D. and Mlidred P. Lambirth
Trust - Trust "B" - U/T/A dated
September 27, 1989, as
amended

16303 E. Palomino Bivd.
Fountein Hille, AZ 85268

’

s

EXHIBIT 1

Nancy Chappesll-Tobin, S8P
1039 SW 20th Street
Loveland, CO

s053%7

Spur Holdings, L.1.C.
18803 K. Palomine Bivd.
Fountain Hills, AZ 85268

John Tannehlil, SSP
P.0. Box 810
Paso Robles, CA 93447

Lisle Tannehlill, 88P
2611 Garden Road
Sulte A-180
Montersy, CA 93940

Prism Energy, Inc.
P.O. Box 190
Gilenpool, OK 74033

Yates Brothers
P.O. Box 1394
Artesia, New Mexico 88211



CC

James Bruce
Attorney at Law

PO Box 1056

Santa Fe, NM 87504

William J. Boyce Estate
C/O Barry Warner

601 North 39™ Avenue
Yakima, WA 98902

Happy Hill Northern Holdings
C/O Barry Warner

601 North 39" Avenue
Yakima, WA 98902

William Q. Boyce, 111
2666 Crestview Drive
Woodland, UT 84036

Michelle Tannehill Boyce Mayfield
4055 Highway 61

Carrolton Villa Rica Highway
Villa Rica, GA 30180

John Tannehill
PO Box 819
Paso Robles, CA 93447

Lisle Tannehill
2511 Garden Road, Suite A-180
Monterey, CA 93940



Application for a Non-Standard Location
Grover #1
1930’ FSL & 660’ FEL
Sec 32 T5S R33E
Rooseveit Co., NM

South Peterson Pennsylvanian Associated Pool

The subject well was completed in the South Peterson Pennsylvanian Associated Pool as an oil well in
February of 2012 with a test rate of 12 BOPD and gas TSTM. Over the next nine months the well started
to produce quantities of gas and subsequently the well was hooked up to a gas sales line. In November
of 2012 after connecting to the gas sales line, the well tested at 2 rate of 7.5 BOPD and 210 MCFD for a
GOR of 28,000 CF/BO. The pool rules for associated oil and gas pools in Southeast New Mexico and the
South Peterson Penn Assocliated rules state that producing wells with a GOR of less than 30,000 CF/BO
will be classified as oil wells, and producing wells with a GOR of 30,000 CF/BO or more will be classified
as gas. Based upon the November 2012 test, and the increasing GOR evidenced by the monthly
production, the well will most likely be reclassified as gas on the next semiannual test scheduled for May
2013.

Location requirements for Southeast New Mexico under the Associated Qil and Gas Pools field rules
state that any oil well on a standard 40 acre proration unit will be no closer than 330 feet to the
boundary of the tract. As classified the subject well is at a standard location. Under the South Peterson
field rules any gas wel! will be on a standard 320 acre spacing unit and the Associated Qil and Gas Pools
field rules for Southeast New Mexico state that any gas well on a3 320 acre proration unit will be no
closer than 660 feet to the nearest side boundary nor closer than 1980 feet to the nearest end boundary
of the spacing unit, nor closer than 330 feet to any quarter-quarter section or subdivision inner
boundary. Therefore when this well is reclassified as gas it will be at an unorthodox location by virtue of
being 1930 feet from the south line rather than 1980 feet from the south line. Attached is the originai
€102 illustrating the current location of the subject well. '

EXHIBIT A,.
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JAMES BRUCE
ATTORNEY AT LAW

FOST OFFICE HOX 1056
SANTA FE, NEW MEXICO 57504

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

(SUS) 982-2043 (Phone)
{505) 660-6612 (Call)
{S08) 982-2151 (Fax)

luoiesbrucimaalion

September 30, 2013

Via fax and .. Maj Clise /5062

David Brooks

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

Re:  Primero Operating, Inc.
Grover Well No. 1

Dear David:

The above well involved a joint NSP/NSL application. The first two pages of the application are
attached (Attachment 1). You had approved the NSP, but after the application was approved an
objection wes rececived (Attachment 2). The objecting parties have now waived their objection
(Attachment 3). Therefore, the NSP approval should remain in effect.

You had also requested additional notice for the NSL. Ihad previously notified all offset interest
owners in Section 32. I have now notified all offset interest owners in Section 33, as well as
Sections 5 and 6, Township 6 South, Range 34 East, NMPM (Attachment 4). (The townships
"jog' here, so that is why it is 6S-34E).

fruly yours

es Bruce
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JAMES BRUCE
ATTORNEY AT LAW

POST OFFICE BOX 1086
SANTA FE, NEW MEXICO 87804 l-,

it Y, - .',' ") 1
369 MONTEZUMA, NO, 213 Tl
SANTA FE, NEW MEXICO 87501

(30%) 953-204) (‘P:IIDM) —
(505) 660-6611 (Ceil) ~ o

(50%) 982.21%) (Fax) (A,Q/,g /5 CG -2
lamesbeuepol.ouim

May 7, 2013

Jami Bailey

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

Dear Ms. Bailey:

Pursuant to Division Rules 19.15,15.11 and NMAC 19.15.15.13, Primero Operating Inc. applies
for approval of a non-standard gas spacing and proration unit and an unorthodox gas well
location in the Pennsylvanian formation for the following well:

Well: Grover Well No, |

Location: 1930 feet FSL & 660 FEL

Current well unit:  NEYSEY% of Section 32, Township 5 South, Range 33 East,
N.M.P.M., Roosevelt County, New Mexico

Proposed well unit: SEY of Section 32

The well was originally drilled to test the South Peterson-Fussleman Pool, but was plugged back
and compicted in the South Peterson-Pennsylvanian (Associated) Pool. Under Division Order
No. R-5353-], the South Peterson-Pennsylvanian (Associated) Pool is an associated poal under
which spacing is 40 acres for an oil well (with statewide setbacks) and 320 acres for a gas well.
Under the Division's general rules for associated pools, gas wells must be located no closer than
1980 feet to the end line nor closer than 660 feet to the side boundary of a well unit.

The reasons for the non-standard unit request are as follows:

I The well, when origigally completed, was an oil well with no gas production, and
40 acres was dedicated to the well, See Exhibit A, the write-up of John C. Maxey,
applicant's engineering consultant. However, the well has started producing gas such that
it hes, or will soon, exceed a GOR of 30,000:1, which will make it a gas well under the
Division's general rules for associated pools.

Aftachment ‘
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2 The proposed gas well unit, the SE% of Section 32, is comprizsd of » single fee
tract, with common ownarship (royalty, working, and overriding royalty interests). In
addition, the working interest owners {n the SE% of Section 12 paid the entive costs of
drilling the well, and the equities in the well should not be changed,

3. The well is not prolific, so the offsetting quarter sections will not be adversely
affected by the non-standard unit or unorthodox lacation.

The NE% or the SW¥ of Section 32 will be cxcluded from a 320 acre gas well unit, Attached as
Exhibit B is a listing of all mineral interest and leasshold owners in those two quarter sections.
The well is unorthodox as to the NEY of Section 32 Notice of this application has been given to
the offset interest owners, and a copy of the notice letter is attached as Exhibit C.

Please contact me if you need any further information on this application.

Very truly yours,

Atorney for Primero Operating Ine.
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RiECER D 00D
013 WAY 28 (2 7 21

George Williams

9215 Homestead

Lubbock , Texas 70424

May 23,2013 C(;/JQ ) 2DbE=

CERTIFIED MAIL-RETURN RECEIPT REQUESTED
To: State of New Mexico
Oil Conservation Division
1220 South St. Francis Dr.
Santa Fe, NM 87303
Sir or Madam:
Re: Application for Non-Standard Location
I and my husband , as offsct interest owners , object to approval of a non-standard gas spacing and
proration unit and an unorthodox gas wel! loeation in the SE' of Section 32, Township 5 South,

Range 33 Eagt, N.M.P.M . Roosevelt County, New Mexico. Application has been made by Primero
Qpetating loc.

Thank vou for your attention to this matter,

(Jeorge W. Williamsg

ﬂ//{ o™

a.rlotte Williams |

Mzu/. Uil eama)

Attachment v



2013 Sep 30 2:52PHM HP LASERJET FAX p.7

JAMES BRUCE
ATTORNEY AT LAW

POST QFFICE BOX 1046
SANTA FE, NEW MEXICO 87504

369 MONTEEZUMA, NO. 213
SANTA FE,NEW MEXICO 17801

(804) 983-2043 (Phone)
(308) 660-5617 (Cell)
(508) 982-2LS! (Fas)

famesbruc@aotoom

September 30, 2013

CERTIFIED MAIL - RETURN RECEIPT REQUESTED
To: Persons on Exhibit |
Ladies and gentiemen:

Primero Operating Inc. has filed an application with the New Mexico Qil Conservation Division
seeking approval of an unorthodox gas well lpeation, ete., in the SE of Section 32, Township 5
South, Range 33 East, N.M.P.M., Roosevelt County, New Mexico. A copy of the application is
enclosed. You are an offset interest owner. If you object to the application, you must notify the
Division in writing within 20 days (the Division’s address is 1220 South St. Francis Drive, Santa
Fe, New Mexico 87508). Failure to object will preclude you from contesting this matter at a
later date.

Very truly yours,

mees Bruce

ALmrney for Primero Operating Inc.

Attachment (
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Grovar Fapilly, LP
P.O. Rax 3418
Midland, TX 70702

Albert Q, Boyes, Jr, 38P
3191 Nile Avenuw
Manteoa, CA 95137

Witlam Quiney Bayea, 1Il, 88P
1848 Crastviaw Orive
Weodisnd, Utah 34038

Michalle Tannehill Boyee

Mayflald, ar .
4083 Highway

Vil Riea Highway
Careltton (1806

Vil Riax, GA 30180

Albert Q. Boyes, Jr., as Trustes
of Tha Albert . Royos Truwt
3189 Nlla Avenus

Manteca, CA #3337

Mitchell Royalty, s Limited
Vannemhly

Routs

fsx 10-A

Haskel), OK 7443¢

Happy HIll Northamn

Heoldings, L.L.C.

Btar Routs 88

Box 191

Okanagan, Weshington 95540

Wikam J, Boyes, 35P
P.O.Box 871
Mantecw, CA 35338 (1097)

©.0. Lambirth, Trustees of the

©.0. and Mitdred P. Lambirth “*
Trust - Trust *B” . U/T/A dated
Saplomber 27, 1988, s3
amended

16803 E. Palomin® Bivd,
Fountain Hills, A2 53200

’

EXHIBIT 1

Nancy Chappali-Tobin, 2P
1038 AW 200N Straay . -
Laveland, GO JFo>37
Spur Holdings, L.L¢.

18803 &. Palemine Bivd,

Fountain Hilia, AZ 5288

John Tannehitl, g8p
r.0O. Dux 340
Peuc Robles, CA §3447

Lisie Tannenllt, 3P
2541 Qardon Road
Qulte A-1B0
Monteray, CA 93540

Prsm Energy, ina.
£.0. Box 190
Glenpool, OK T4033

Yates Brothers
P.O. Box 1394
Artesia, New Mexico 88211}



State of New Mexico
Energy, Minerals and Natural Resources Department

Susana Martinez

Governor
Dav?d Martin ) Jami Bailey, Division Director
Cabinet Secretary-Designate Oil Conservation Division

Brett F. Woods, Ph.D.
Deputy Cabinet Secretary

May 28, 2013 _

Primero Operating Inc.
c/o Mr. James Bruce, Attorney

ADMINISTRATIVE NON-STANDARD PRORATION UNIT ORDER

Administrative Order NSP-1967
Administrative Application Reference No. pPRG1313330403

Primero Operating Inc.

OGRID 18100
Subject Pool: South Peterson; Pennsylvanian Associated Pool (Pool Code 50360)
Subject Unit: SE/4 of Section 32

Township 5 South, Range 33 East, Roosevelt County, New Mexico
Subject Well: Grover Well No. 1

API No. 30-041-20945
1930 FSL & 660 FEL of Section 32

Reference is made to your application received on May 8, 2013.

You have requested an exception pursuant to Rule 19.15.15.11.B(2) NMAC, to approve a
non-standard gas spacing and proration unit comprising 160 acres, described above as the
Subject Unit. The Special Rules applicable to the Subject Pool provide that a standard gas
spacing unit shall consist of 320 acres. The Subject Well was completed as an oil well, but is
apparently now producing as a gas well.

Your application has been duly filed under the provisions of said Rule 19.15.15.11.B and
Rule 19.15.4.12.A(3) NMAC.

We understand that the proposed non-standard gas unit is requested in order to avoid a
change of ownership of production from the Subject Well.

1220 South St. Francis Drive = Santa Fe, New Mexico 87505
Phone (505) 476-3460 « Fax (505) 476-3462 » www.emnrd.state.nm.us/ocd



May 28, 2013
Page 2

It is also understood that you have given due notice of this application to all persons to
whom notice is required by Rule 19.15.4.12.A(3) NMAC.

Pursuant to the authority conferred by Rule 19.15.15.11.B(2), the Subject Unit is hereby
approved.

The Subject Unit shall be dedicated to the Subject Well if and when the Subject Well
produces as a gas well.

This approval is subject to your being in compliance with all other applicable Division
rules, including, but not limited to Division Rule 5.9 [19.15.15.9 NMAC].

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

Sincerely,

Jami Bailey
Director
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ABOVE THIS LINE FOR DIVISION USE ONLY ;%0 ..OL{ l _ Qoq‘-fs
NEW MEXICO OIL CONSERVATION DIVISION 477 ¢ L
Grover ¥V

- Engineering Bureau -

1220 South St. Francis Drive, Santa Fe, NM 87505

ADMINISTRATIVE APPLICATION CHECKLIST

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

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

(1] TYPE OF APPLICATION Check Those Which Apply for [A]
{A] cation - ing Unit - Simultaneous Dedication
ﬁ NSL NsP [ sD

Check One Only for [B] or [C]
[B] Commingling - Storage - Measurement
[] DHC E] ctB [J epc [ pc {7 oLs [J oM

[C] Injection - Disposal - Pressure Increase - Enhanced Oil Recovery

(0 wex [ pmx [ swp [ et [ EOR [ PPR

(D] Other: Specify

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

[B] M/ Offset Operators, Leaseholders or Surface Owner
[C] [ Application is One Which Requires Published Legal Notice o

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

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

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

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

(4] CERTIFICATION: | hereby certify that the information submitted with this application for administrative
approval is accurate and complete to the best of my knowledge. 1 also understand that no action will be taken on this
application until the required information and notifications are submitted to the Division.

) 7
Note: Statement m be completeﬁy an individual with managerial and/or supervisory capacity. / /

F~ e 9 73
James Bruce T fir= I/ Lk - Attorney Y.
Print or Type Name ignature Title Date

jamesbruc@aol .com
c-mail Address




JAMES BRUCE
ATTORNEY AT LAW

POST OFFICE BOX 1056
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

May 7, 2013

Jami Bailey

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

Dear Ms. Bailey:

Pursuant to Division Rules 19.15.15.11 and NMAC 19.15.15.13, Primero Operating Inc. applies
for approval of a non-standard gas spacing and proration unit and an unorthodox gas well
location in the Pennsylvanian formation for the following well:

Well: Grover Well No. 1

Location: 1930 feet FSL & 660 FEL

Current well unit: NEY4SEY: of Section 32, Township 5 South, Range 33 East,
N.M.P.M,, Roosevelt County, New Mexico

Proposed well unit: SEY of Section 32

The well was originally drilled to test the South Peterson-Fussleman Pool, but was plugged back
and completed in the South Peterson-Pennsylvanian (Associated) Pool. Under Division Order
No. R-5353-], the South Peterson-Pennsylvanian (Associated) Pool is an associated pool under
which spacing is 40 acres for an oil well (with statewide setbacks) and 320 acres for a gas well.
Under the Division's general rules for associated pools, gas wells must be located no closer than
1980 feet to the end line nor closer than 660 feet to the side boundary of a well unit.

The reasons for the non-standard unit request are as follows:

1. The well, when originally completed, was an oil well with no gas production, and
40 acres was dedicated to the well. See Exhibit A, the write-up of John C. Maxey,
applicant's engineering consultant. However, the well has started producing gas such that
it has, or will soon, exceed a GOR of 30,000:1, which will make it a gas well under the
Division's general rules for associated pools.



2. The proposed gas well unit, the SEY4 of Section 32, is comprised of a single fee
tract, with common ownership (royalty, working, and overriding royalty interests). In
addition, the working interest owners in the SE% of Section 32 paid the entire costs of
drilling the well, and the equities in the well should not be changed.

3. The well is not prolific, so the offsetting quarter sections will not be adversely
affected by the non-standard unit or unorthodox location.

The NEY or the SWY4 of Section 32 will be excluded from a 320 acre gas well unit. Attached as
Exhibit B is a listing of all mineral interest and leasehold owners in those two quarter sections.
The well is unorthodox as to the NEY4 of Section 32 Notice of this application has been given to
the offset interest owners, and a copy of the notice letter is attached as Exhibit C.

Please contact me if you need any further information on this application.

Very truly yours,

James Bruce

Attorney for Primero Operating Inc.



Application for a Non-Standard Location
Grover #1
1930’ FSL & 660’ FEL
Sec 32 T5S R33E
Roosevelt Co., NM

South Peterson Pennsylvanian Associated Pool

The subject well was completed in the South Peterson Pennsyivanian Associated Pool as an oil well in
February of 2012 with a test rate of 12 BOPD and gas TSTM. Over the next nine months the well started
to produce quantities of gas and subsequently the well was hooked up to a gas sales line. In November
of 2012 after connecting to the gas sales line, the well tested at a rate of 7.5 BOPD and 210 MCFD for a
GOR of 28,000 CF/BO. The pool rules for associated oil and gas pools in Southeast New Mexico and the
South Peterson Penn Associated rules state that producing wells with a GOR of less than 30,000 CF/BO
will be classified as oil wells, and producing wells with a GOR of 30,000 CF/BO or more will be classified
as gas. Based upon the November 2012 test, and the increasing GOR evidenced by the monthly
production, the well will most likely be reclassified as gas on the next semiannual test scheduled for May
2013.

Location requirements for Southeast New Mexico under the Associated Qil and Gas Pools field rules
state that any oil well on a standard 40 acre proration unit will be no closer than 330 feet to the
boundary of the tract. As classified the subject well is at a standard location. Under the South Peterson
field rules any gas well will be on a standard 320 acre spacing unit and the Associated Oil and Gas Pools
field rules for Southeast New Mexico state that any gas well on a 320 acre proration unit will be no
closer than 660 feet to the nearest side boundary nor closer than 1980 feet to the nearest end boundary
of the spacing unit, nor closer than 330 feet to any quarter-quarter section or subdivision inner
boundary. Therefore when this well is reclassified as gas it will be at an unorthodox location by virtue of
being 1930 feet from the south line rather than 1980 feet from the south line. Attached is the original
C102 illustrating the current location of the subject well.

EXHIBIT A,
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Digtrict | ocoh State of New Mexico Form C-104
1625 N. French Dr., Hobbs, N ms . i
eativhiihdablati W Energy, Minerals & Natural Resources Revised August 1, 2011
811 S. First St., Artesia, NM 88210 A . . .
District Il N(N 2% ) 'I—mz Oil Conservation Division Submit one copy to appropriate District Office
1000 Rio Brazos Rd.. Aztec, NM 87410 1 .
District IV 1220 South St. Francis Dr. [0 AMENDED REPORT
1220 S. St. Francis Dr., Sama Fe, NI“MVED Santa Fe, NM 87505
I.  REQUEST FOR ALLOWABLE AND AUTHORIZATION TO TRANSPORT
' Operator name and Address T OGRID Number
Primero Operating, In¢. o18100
PO Box 1433 3 Reason for Filing Code/ Effective Date
Roswell, NM 88201-1433 Notification of Gas Transporter
* API Number Q041 * Pool Name ¢ Pool Code
30 -0 41-20896 Peterson, Penn, South 50360
* Property Code ! Property Name ® Well Number
perty 38628 perty Grover 1 -~
1. " Surface Location
Ul or lot no. | Section | Township | Range | Lot lda | Feet from the | North/South Line| Feet from the | East/West line County L
! 32 5-8 | 33-E 1930 South 660 E Rooseveit
" Bottom Hole Location
UL or lot no.| Section | Township | Range { Lot 1dn | Feet from the | North/South line | Feet from the | East/West line County
2 Lse Code,] " Producing Method " Gas Connection | 1 C.129 Permit Number | '® C-129 Effective Date 7 C-129 Expiration Date
P f Code P Date
_10/18/2012
1I1. Oil and Gas Transporters
* Transporter " Transporter Name 2 0/IGIW
OGRID and Address
24650 Targa Midstream Services G
R 1000 Louisiana, Suite 4700
Houston, TX 77002
\E
IV. Well Completion Data
2 Spud Date ¥ Ready Date 51D “pPBTD ™ Perforations * DHC, MC
6/13/2011 2/17/2012 7905 7612 7603-7606
" Hole Size ™ Casing & Tubing Size B Depth Set % Sacks Cement
12.25" 8 5/8" 2178 975
77/8" 51/2" 7905 1780
27/18 7587
V. Well Test Data
* Date New Oil | 2 Gas Delivery Date 3 Test Date 3 Test Length ¥ Thg. Pressure 3 Csg. Pressure
1111512012 10/18/2012 11/5/2012 24 40 40
" Choke Size *0il * Water ¥ Gas *! Test Method
NA . 7.8 [ 210 Pump
2 hereby centify that the rules of the Oit Cofiservation Division have OIL CONSERVATION DIVISION
been complied with and that the information given above is true and
complete 1o the bestof my knowledge ief.
Signature: Approved by
Printed name: Title: <
Phelps White e MQ
Title: Approval Date:
President /Z-P b — Z@/ 7
E-mai S:
mail Address pwiv@zianet.com
Date: Phone:
U 13/27/2012 "% 575 626 7660

pEC 0 6 201



EXHIBIT @

TOWNSHIP 5§ SOUTH, RANGE 33 EAST, N.M.P.M.
Section 32: N2NE4

Peterson Family Revocable Trust
dated 4/16/91, G.E. Peterson,
George Ernest Peterson, Jr.,

Sue Mathis, each dealing in

their respective capacities as
Trustees or Successor
Co-Trustees

Box 128

Elida, NM 88116

ConocoPhillips Company
P.O. Box 2197
Houston, Texas 77251-2197

TOWNSHIP 5§ SOUTH, RANGE 33 EAST, N.M.P.M.
' Section 32: S2NE4

George W. Williams and
Charlotte W. Williams, HW
9215 Homestead Ave.
Lubbock, TX 79424

Armstrong Energy Corporation
P.O. Box 1973
Roswell, NM 88202-1973

TOWNSHIP 5 SOUTH, RANGE 33 EAST, NNM.P.M.
Section 32: N2SW4

Wwilliam W. Luallin and wife,
Nina F. Luallin

408 Lantern Lane

Lebanon, MO 65536

Rex L. Luallin and wife,
Bonnie J. Luallin

510 S. Newport
Conway, MO 65532



John S. Luallin, and wife
Peggy S. Luallin

120 Chancery Lane
Columbus, SC 29223

Robert Vestal and wife,
Juanita Vestal

3531 E. Cherokee, Apt 104
Springfield, MO 65809

Armstrong Energy Corporation
P.O. Box 1973
Roswell, NM 88202-1973

Slash Exploration Limited
Partnership

P.O. Box 1973

Roswell, NM 88202-1973

T.H. McElvain Oil & Gas
1050 17th 1st Ste. 1800
Denver, CO 80265

Verde Vista Energy Company
P.O. Box 310
Roswell, NM 88202

Brazos Limited Partnership
P.O. Box 911
Breckenridge, TX 76424

Robert G. Armstrong
P.O. Box 1973
Roswell, NM 88202

Breckenridge Partnership, Ltd.
P.0. Box 1973
Roswell, NM 88202

Chimney Rock Oil & Gas
P.O. Box 1973
Roswell, NM 88202

Gunsight Limited Partnership
P.0. Box 1973
Roswell, NM 88202

Clarkyle Limited Partnership
P.0. Box 1973
Roswell, NM 88202



J. Theo Thompson and James
Cleo Thompson, Jr., L.P

125 N. Saint Paul. Ste. 4300
Dallas, TX 75201

Campbell Investment Company
P.O. Box 3854
Roswell, NM 88202

Kidd Family Partnership, Ltd.
1838 Oaklawn Ave., Ste. 725
Dallas, TX 75219

The Toles Company
P.O. Box 1300
Roswell, NM 88202

United Drilling, Inc.
P.O. Box 3854
Rosweli, NM 88202

TOWNSHIP 5 SOUTH, RANGE 33 EAST, N.M.P.M.
Section 32: s2SW4

O1l, Gas and Minerals Division
Commissioner of Public Lands
310 Old Santa Fe Trail

Santa Fe, New Mexico 87501



JAMES BRUCE
ATTORNEY AT LAW

POST OFFICE BOX 1056
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

May 7, 2013

CERTIFIED MAIL — RETURN RECEIPT REQUESTED

To: Persons on Exhibit |
Ladies and gentlemen:

Primero Operating Inc. has filed an application with the New Mexico Oil Conservation Division
seeking approval of a non-standard gas spacing and proration unit and an unorthodox gas well
location in the SEY% of Section 32, Township 5 South, Range 33 East, N.M.P.M., Roosevelt
County, New Mexico. A copy of the application is enclosed. You are an offset interest owner. If
you object to the application, you must notify the Division in writing within 20 days of the date
of this letter (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.

fy truly yours,

James Bruce

Attorney for Primero Operating Inc.

EXHIBIT c



EXHIBIT

TOWNSHIP 5§ SOUTH, RANGE 33 EAST, N.M.P.M.

Section 32: N2NE4

Peterson Family Revocable Trust
dated 4/16/91, G.E. Peterson,
George Ernest Peterson, Jr.,

Sue Mathis, each dealing in

their respective capacities as
Trustees or Successor
Co-Trustees

Box 128

Elida, NM 88116

ConocoPhillips Company
P.O. Box 2197
Houston, Texas 77251-2197

TOWNSHIP 5 SOUTH, RANGE 33 EAST, N.M.P.M.

Section 32: S2NE4

George W. Williams and
Charlotte W. Williams, HW
9215 Homestead Ave.
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John S. Luallin, and wife
Peggy S. Luallin

120 Chancery Lane
Columbus, SC 29223

Robert Vestal and wife,
Juanita Vestal

3531 E. Cherokee, Apt 104
Springfield, MO 65809

Armstrong Energy Corporation
P.O. Box 1973
Roswell, NM 88202-1973

Slash Exploration Limited
Partnership

P.O. Box 1973

Roswell, NM 88202-1973

T.H. McElvain Oil & Gas
1050 17th 1st Ste. 1800
Denver, CO 80265

Verde Vista Energy Company
P.O. Box 310
Roswell, NM 88202

Brazos Limited Partnership
P.O. Box 911
Breckenridge, TX 76424

Robert G. Armstrong
P.O. Box 1973
Roswell, NM 88202

Breckenridge Partnership, Ltd.
P.O. Box 1973
Roswell, NM 88202
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P.O. Box 1973
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J. Theo Thompson and James
Cleo Thompson, Jr., L.P

125 N. Saint Paul. Ste. 4300
Dallas, TX 75201

Campbell iInvestment Company
P.0. Box 3854
Roswell, NM 88202
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3838 Oaklawn Ave., Ste. 725
Dallas, TX 75219
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TOWNSHIP 5 SOUTH, RANGE 33 EAST, N.M.P.M.
Section 32: $2SW4

Oil, Gas and Minerals Division
Commissioner of Public Lands
310 Old Santa Fe Trail

Santa Fe, New Mexico 87501
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Brooks, David K., EMNRD

From: Brooks, David K., EMNRD

Sent: Tuesday, May 28, 2013 12:11 PM

To: jamesbruc@aol.com

Subject: Primero Operating - Grover #1 - NSP and NSL Application

Good morning, Jim
I have looked at this application. The NSP portion seems to be in order and ready to write.

It would seem, however, that the necessary notices may not have been given for the NSL portion. This depends on the

interpretation of Rules 1 and 2 of the General Rules for Associated Pools as adopted by Order R-5353. | cannot find any
subsequent order amending these rules, although it is difficult to be certain given the extremely large number of orders
in the R-5353 series.

If the provisions of Rule 2(b) for a 160-acre unit were applied, this well would be at a standard location. However, Rule
2(b) specifies that the setbacks therein provided are for a “Standard Proration Unit.” Application of the location rule for
a 320-acre unit is problematic because it cannot be determined in which direction the location encroaches. Thus, under
the statewide exception rule, notice would be required to owners in the offsetting spacing units in Section 33 and in
Sections 4 and 5 of 65-33E. However, Rule 2(c) contains a special NSL notice provision that requires notice to all

offsets. Statewide Rule 2.9 provides that orders trump rules. There has been some difference of opinion around here as
to whether orders trump subsequently adopted statewide rules. However, that would seem likely to have been the
intent as to special pool orders, if not other orders.

| will proceed to write the NSP order, and await your response before taking further action on the NSL application.
Sincerely

David



