BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION

APPLICATION OF CELERO ENERGY I1, LP

TO APPROVE THE EXPANSION OF THE

DRICKEY QUEEN SAND UNIT AREA AND

TO CONSOLIDATE SECONDARY RECOVERY

PROJECTS WITHIN THE EXPANDED UNIT

AREA, CHAVES COUNTY, NEW MEXICO. Case No. 14,675

AFFIDAVIT OF JAMES C. GRESHAM, JR.

COUNTY OF TARRANT )

) ss.
STATE OF TEXAS )

James C. Gresham, Jr., being duly sworn upon his oath, deposes and states:

1. I am a Certified Petroleum Landman, and 1 am Land Director of Celero Energy 11,
LP. p) o
2. I have personal knowledge of the facts regarding formation and expansion of the

Drickey Queen Sand Unit (the "Unit Area”), and related waterflood projects.

3. The Unit Agreement for the Unit Area, dated February 16, 1959, is recorded in
Book 70, Page 455 of the Oil and Gas Records of Chaves County. Cities Service Oil Company
was the original Unit Operator.

4, The current Unit Operator is Celero Energy II, LP.
S. The Unit Agreement was approved by the following governmental agencies:

(a) The Commissioner of the Public Lands of the State of New Mexico (the
"Commissioner") approved the Unit Agreement on August 20, 1959;

(b) The United States Geological Survey (the "USGS") approved the Unit Agreement
on September 22, 1959, designating it as Unit Agreement No. 14-08-001-6399; and

(c) The Oil Conservation Commission of the State of New Mexico (the
"Commission") approved the Unit Agreement on September 8, 1959 by Order No. R-
1477, entered in Case No. 1744.

6. The lands originally within the Unit Area are described as follows:

Qii Conservation Division

Case No. [HLT 6/'
Exhibit No.




Township 13 South, Range 31 East, N.M.P.M.

Section 33: EWNEY, SWWUNEY4, NEVASWYi, SY.SWYa, and SEVa
Section 34: SWY%

Section 35:  SY%

Township 14 South, Range 31 East, N.M.P.M.

Section I: Lots 3, 4, and SW/%NWYa

Section2: - Lots 2-4, SEV4NEY4, SY.NW Y4, and S¥%

Section 3: Lots 1-4, S¥42N'%, and S’z (All)

Section 10:  All

Section 11: NY%NEY:, SWYiNEYL, WY, WYSEY4, and SEVSEY4
Section 14: NWUYNEY, NWYa, NY.SWYa, and SWYISWVYa
Section 15:  All

Section 16: N, N%aSWV, SEVSW'4, and SEY

Section22:  E%NEY, NWYi, and NWYaSEY4

Containing 5241.59 acres, more or less, of federal, state, and fee lands. A plat of the Unit Area
as originally submitted to the Commission is attached hereto as Exhibit A, and a plat of the Unit
Area as originally approved by the Commission is attached hereto as Exhibit B.

7. The initial proposed unit area contained several tracts of land that, by virtue of not
meeting specific criteria, were deemed “Areas Not Deemed Qualifying For Participation.”

These tracts included:

(a) Tract No. 4, comprising the SEY of Section 34, Township 13 South, Range 31
East, N M.P.M,;

(b) Tract No. 5, comprising the N'2, E%SWY, and SE' of Section 4 and all of
Section 9, Township 14 South, Range 31 East, NNM.P.M.;

(c) Tract No. 35, comprising the NE/4NEY: of Section 2, Township 14 South, Range
31 East, NNM.P.M_;

(d) Tract No. 37, comprising the NEY4 and S¥2NW¥% of Section 35, Township 13
South, Range 31 East, NM.P.M;

(e) Tract No. 39, comprising SWYNEY of Section 2, Township 14 South, Range 31
East, NNM.P.M.; and

3] Tract No. 46, comprising the W/2NEY of Section 22, Township 14 South,‘Range
31 East, NM.P.M.

Consequently, these tracts were not included in the approved unit area by Order No. R-1477.

8. The Unit Area was subsequently expanded several times from its originally
approved boundaries, as follows:



(a) By instrument entitled Second Amendment to Declaration, dated March 31, 1960,
recorded in Book 74, Page 467 of the Oil and Gas Records of Chaves County, Cities
Service Oil Company, as 100% record title owner of Tract No. 37 (State Oil and Gas
Lease E-5988), incorporated and joined the tract and lease into the Unit Area.

(b) By instrument entitled Fourth Amendment to Declaration, dated October 2, 1961,
is recorded in Book 81, Page 32 of the Oil and Gas Records of Chaves County, Cities
Service Oil Company, as 100% record title owner of Tract No. 35 (State Oil and Gas
lease E-5665), incorporated and joined the tract and lease into Unit Area.

() By instrument entitled Fifth Amendment to Declaration, dated September 3, 1964,
recorded in Book 92, Page 455 of the Oil and Gas Records of Chaves County, Cities
Service Oil Company, as 100% record title owner of Tract No. 46 of the Drickey Queen
Sand Unit (Fee Oil and Gas Lease), incorporated and joined the tract and lease into the
Unit Area.

The foregoing expansions were approved by the Commissioner, the USGS, and the Commission.

9. More recently the Unit Area was expanded by instrument entitled Sixth
Amendment to Declaration, dated February 25, 2011, by which Celero Energy II, LP, as 100%
record title owner of Tract No. 4 (Federal Oil and Gas Lease NM 120355), Tract No. 5 (a
portion of Federal Oil and Gas Lease LC 062486), and Tract No. 39 (State Oil and Gas Lease
VB-1613-1) incorporated and joined such tracts into the Drickey Queen Sand Unit. The
expansion was approved as follows:

(a) By letter dated March 21, 2011, the Commissioner granted his approval of the
joinder of Tract Nos. 4, 5, and 39 into the Unit Area; and

(b) By letter dated April 18, 2011, the Bureau of Land Management of the United
States of America (the "BLM") granted its approval of the joinder of Tract Nos. 4, 5, and
39 into the Unit Area.

The leases covering Tract Nos. 4 and 39 when the Unit Area was originally formed subsequently
expired, and the leases now covering Tract Nos. 4 and 39 are recently issued leases.

10. Celero Energy II, LP, owns 100% of the working interest in the Unit Area, as
expanded, and seeks Division approval to expand the Unit Area to include the aforementioned
Tracts Nos. 4, 5, 35, 37, 39, and 46. The lands within the Unit Area, as expanded, are described
as follows:

Township 13 South, Range 31 East, N.M.P.M.

Section 33:  EXNEY, SWYNEY4, NELWSWYa, SY.SWYi, and SEY
Section 34: SY

Section 35:  NEY%, SYaNWY4, and SY,




Township 14 South, Range 31 East, N.M.P.M.

Section 1: Lots 3, 4, and SWY“NWY4,

Section 2: Lots 1-4, S%2N'2, and S% (All)

Section 3: Lots 1-4, S¥AN'., and S% (All)

Section 4: NY2, EY2SWVa, and SEY4

Section 9: All

Section 10:  All

Section 11: NY%NEY, SWYNEY:, W2, WYSEY:, and SEVASEYa
Section 14: NWUYNEYs, NWVa, NVASSWY, and SWY%SWYa
Section 15:  All

Section 16: NV, N¥4SWY, SEY4SWY4, and SEV4

Section 22: NY% and NWY%SEY4

Containing 7002.52 acres, more or less, of federal, state, and fee lands. Plats of the Unit Area, as
expanded, are attached heréto as Exhibits C-1 and C-2.

11.  The revised Exhibit B to the Unit Agreement is attached hereto as Exhibit D. The
allocation of production to all of the tracts within the Drickey Queen Sand Unit Area, including
the added tracts, are subject to a production allocation formula contained within the Unit
Agreement.

12. Tract Nos. 31 and 44 of the originally proposed Unit Area were never
incorporated into the Unit Area, and are now part of the Rock Queen Unit Area.

13.  All of the tracts in the Unit Area, as expanded, have either been previously subject
to Division approved secondary recovery operations in the Caprock-Queen Pool, or have been
offset by tracts that have been subject to waterflood operations, as follows:

(a) The Drickey Queen Sand Unit was originally approved for secondary recovery
operations within the Caprock-Queen Pool by Commission Order No. R-1128, as
amended, entered in Case No. 1356;

(b) The Trigg Federal Waterflood Project covering Unit Tract No. 5 (expansion
acreage) was approved for secondary recovery operations within the Caprock-Queen Pool
by Commission Order No. R-1456, entered in Case No. 1714, and Order No. R-12912, as
amended, entered in Case No. 14047; and

(c) Administrative Orders WFX-79 and WFX-89 approved waterflood expansion in
the Unit Area and waterflood operations in Tract No. 4.

14.  Celero Energy II, LP seeks Division approval to expand the Drickey Queen Sand
Unit Waterflood Project to include the additional tracts that are to be incorporated into the Unit
Area, including their waterflood approvals.



15.  Incorporating the additional tracts into the Drickey Queen Sand Unit Waterflood
Project, and issuing one order covering all waterflood projects, will allow Celero Energy II, LP
to conduct secondary recovery operations in a more efficient and effective method.

fﬁ'sc Gfeshgm, Jr.,, CPL_

SUBSCRIBED AND SWORN TO before me this O day of June, 2011 by James C

Gresham, Jr.

My Commission Expires: 71 Jel)
Notary Public

HEATHER L. WILLIAMSON

S%"%  Notary Public, State of Texas
1:;4-.';‘ 0;.\\5 My Commission Expires
AR July 27, 2011
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