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David R. Catanach -
Hearing Examiner :;
il Conservation Division on

New Mexico Department of Energy, ro
Minerals and Natural Resources

2040 south Pacheco Street

Santa Fe, New Mexico 87504

Re:  Case 12113 Application of GP II Energy, Inc. for Statutory Unitization of the
North Square Lake Unit Area, Eddy County, New Mexico

Dear Mr. Catanach:

Enclosed for your consideration is GP II Energy, Inc.'s proposed Order of the Division
approving statutory unitization of the North Square Lakes Unit Area. As you will note, this
Order prohibits the commencement of injection in the unit area until the proposed unit
waterflood project has been approved by the Division.

The proposed waterflood project is the subject of Division Case 12112. Pursuant to your
letter of May 17, 1999, GP II Energy, Inc. will request this case be reopened and that the
enhanced oil recovery project in the North Square Lake Unit be approved in specific phases
for defined areas within the Unit. GP II Energy, Inc. will request that injection be permitted
within any phase only after all data required by Division Form C-108 has been supplied, all
Division required remedial work has been performed on all wells within each area of review

for each injection well has been completed and the Division has authorized GP 1I Energy,
Inc. to commence injection.

GP Il Energy, Inc. has advised me that upon receipt of a Division Order approving Statutory
Unitization, funds will be available to it to commence the drilling of new producing wells
in the Unit Area. Ifthis approval is not obtained within the next ten days, funding for this
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project may be lost and the project abandoned. For this reason we request that an Order be
entered at the earliest possible time.

On February 1, 1999 the Bureau of Land Management has designated the proposed unit area
as an area logically suited for development under a unit plan and on May 7, 1999 the

Commissioner of Public lands gave preliminary approval to the unit. Copies of these
approvals are included for your easy reference.

Representatives of GP II Energy, Inc. are available to discuss this matter with you at any
time.

Your attention to this matter is appreciated.

Veg truly yours,

WILLIAM F. CARR
Attorney for GP II Energy, Inc.

WFC:mlh
Enc.

cc: M. A. Sirgo
George Mitchell



STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF

CONSIDERING:
Case No. 12113

Order No. R-

APPLICATION OF GP Il ENERGY, INC.
FOR STATUTORY UNITIZATION OF

THE NORTH SQUARE LAKE UNIT AREA, E
EDDY COUNTY, NEW MEXICO. T

=
GP I1 ENERGY, INC.'S PROPOSED 0 r
ORDER OF THE DIVISION A

BY THE DIVISION:

This cause came on for hearing at 8:15 a.m. on February 4, 1999, at Santa Fe, New
Mexico, before Examiner David R. Catanach.

NOW, on this day of June, 1999, the Division Director, having considered the
testimony, the record, and the recommendations of the Examiner, and being fully advised in
the premises,

FINDS THAT:

(1)  Due public notice having been given as required by law, the Division has
jurisdiction of this cause and the subject matter thereof.

(2)  The applicant, GP II Energy, Inc. ("GP II ENERGY") seeks the statutory
unitization, pursuant to the "Statutory Unitization Act", Sections 70-7-1 through 70-7-21,
N.M.S.A.(1978), 0f6155.96 acres, more or less, of State and Federal lands comprised of the
following described acreage in Eddy County, New Mexico:
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TOWNSHIP 16 SOUTH, RANGE 30 EAST, NMPM

Section 25: E/2
Section 36: N/2

TOWNSHIP 16 SOUTH, RANGE 31 EAST, NMPM

Section 19:  S/2

Section 20: S/2

Section 27: SW/4, S/2 NW/4, NW/4 NW/4, S/2 SE/4,
NW/4 SE/4, SW/4 NE/4

Sections 28 through 34:  All

GP II Energy further seeks approval of the Unit Agreement and the Unit Operating
Agreement for the North Square Lake Unit.

(3)  The proposed unit shall be known as the North Square Lake Unit and the Unit
Area should be designated the North Square Lake Unit Area ("'the Unit Area").

(4)  The vertical limits of the formations to be included within the proposed Unit
Area extends from the top of the Grayburg formation to the base of the San Andres formation
as seen on the Type Log from the Zephyr ZQ State Well No. 1 located 330 feet from the
North line and 2310 feet from the East line (Unit B) of Section 32, Township 16 South,
Range 31 East, N.M.P.M., Eddy County, New Mexico and is the interval from 3050 feet to
4206 feet below the surface measured from the derrick floor which is at an elevation of
3937.5 feet.

(5)  Staples Oil Company and K. M. Jones Oil Company appeared through their
attorney but did not present evidence in opposition to the proposed unitization nor to the
vertical limits of the proposed Unit Area.

(6)  The Unit Area contains 45 separate tracts owned by approximately 28 different
working interest owners.
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(7)  Asofthe date of hearing, the owners of over 80% of the working interest (and
over 45% of the royalty interest) were effectively committed to the unit or have balloted to
support the unit.

(8)  GP Il Energy will seek authority to institute an enhanced recovery project, for
the recovery of oil and associated gas, condensate, and all associated liquefiable
hydrocarbons, within and to be produced from the proposed Unit Area in Case No. 12112.

(9) Enhanced recovery operations by waterflood should result in additional
recovery from the Unit Area of approximately 11.2 million barrels of oil.

(10) The unitized management, operation and further development of the Unit Area,
as proposed, is reasonable and necessary to effectively and efficiently carry on enhanced
recovery operations and will substantially increase the ultimate recovery of oil and gas from
the unitized formation.

(11) The proposed unitized method of operation as applied to the Unit Area is
feasible and will result with reasonable probability in the increased recovery of substantially
more oil from the unitized portion of the pool than would otherwise be recovered without
unitization.

(12) The estimated additional cost of the proposed unitized operations within the
Unit Area will not exceed the estimated value of the additional oil and gas plus a reasonable
profit.

(13) The applicant, designated operator of the Unit Area pursuant to the Unit
Agreement and Unit Operating Agreement, has made a good faith effort to secure voluntary
unitization within the Unit Area.

(14) The participation formulas contained in the Unitization Agreement, allocate
the produced and saved unitized substances to the separately owned tracts in the Unit Area,
on a fair, reasonable and equitable basis.
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(15) Unitization and the adoption of the proposed unitized methods of operation will
benefit the working interest owners and the royalty interest owners of the oil and gas rights
within the Unit Area.

(16) The North Square Lake Unit Agreement and Unit Operating Agreement, as
applied to the Unit Area, provide for unitization and unit operation of the Unit Area upon
terms and conditions that are fair, reasonable and equitable and which include:

(a)  Anallocation to the separately owned tracts in the
Unit Area of all oil and gas that is produced from
the Unit Area and which is saved, being the
production that is not used in the conduct of unit
operations or not unavoidably lost;

(b)  Aprovision for the credits and charges to be made
and the adjustment among the owners in the Unit
Area for their respective investments in wells,
tanks, pumps, machinery, materials and
equipment contributed to the unit operations;

(c) A provision governing how the costs of unit
operations, including capital investments, shall be
determined and charged to the separately owned
tracts and how said costs shall be paid, including
a provision providing when, how, and by whom
the unit production allocated to an owner who
does not pay his share of the costs of unit
operations shall be charged to such owners, of the
interest of such owners, and how his interest may
be sold and the proceeds applied to the payment
of his costs;

(d) A provision designating the unit operator and
providing for the supervision and conduct of the
unit operations, including the selection, removal
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(17)  The statutory unitization of the North Square Lake Unit Area is in conformity
with the above findings, and will prevent waste and will protect the correlative rights of all
owners of interest within the proposed Unit Area, and should be approved.

(e)

ey

or substitution of an operator from among the
working interest owners to conduct the unit
operations;

A provision for a voting procedure for the
decision of matters to be decided by the working
interest owners in respect to which each working
interest owner shall have a voting interest equal to
his unit participation; and

The time when the unit operations shall
commence and the manner in which, and the
circumstances under which, the unit operations
shall terminate and for the settlement of accounts
upon such termination.

IT IS THEREFORE ORDERED THAT:

(D

The North Square Lake Unit Area comprising 6155.96 acres, more or less, of
Sate and Federal lands in Eddy County, New Mexico, is hereby approved for statutory
unitization pursuant to the Statutory Unitization Act, Sections 70-7-1 through 70-7-21,

NMSA, (1978).

)

The lands included within the North Square Lake Unit shall comprise:

TOWNSHIP 16 SOUTH, RANGE 30 EAST, NMPM

Section 25: E/2
Section 36:  N/2



Case No. 12113
Order No. R-
Page 6

TOWNSHIP 16 SOUTH, RANGE 31 EAST, NMPM

Section 19: S/2

Section 20: S/2

Section 27: SW/4,S/2 NW/4, NW/4 NW/4, S/2 SE/4,
NW/4 SE/4, SW/4 NE/4

Sections 28 through 34:  All

(3)  The vertical limits of the formations to be included within the proposed Unit
Area extends from the top of the Grayburg formation to the base of the San Andres formation
as seen on the Type Log from the Zephyr ZQ State Well No. 1 located 330 feet from the
North line and 2310 feet from the East line (Unit B) of Section 32, Township 16 South,
Range 31 East, N.M.P.M., Eddy County, New Mexico and is the interval from 3050 feet to
4206 feet below the surface measured from the derrick floor which is at an elevation of
3937.5 feet.

(4)  Theapplicant shall not institute a waterflood project for the secondary recovery
of oil, gas and all associated liquefiable hydrocarbons within and produced from the Unit
Area, until the enhanced recovery project, which is currently the subject of Case No. 12112,
has been approved by the Division.

(5)  The Unit Agreement and the Unit Operating Agreement for the North Square
Lake Unit, presented as evidence in this case, are hereby incorporated by reference into this
Order.

(6)  The Unit Agreement and the Unit Operating Agreement for the North Square
Lake Unit provide for unitization and unit operation of the Unit Area upon terms and
conditions that are fair, reasonable and equitable and include:

(a)  Anallocation to the separately owned tracts in the
Unit Area of all oil and gas that is produced from
the Unit Area and which is saved, being the
production that is not used in the conduct of unit
operations or not unavoidably lost;
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(b)

(©

(d)

(e)

()

A provision for the credits and charges to be made
and the adjustment among the owners in the Unit
Area for their respective investments in wells,
tanks, pumps, machinery, materials and
equipment contributed to the unit operations;

A provision governing how the costs of unit
operations, including capital investments, shall be
determined and charged to the separately owned
tracts and how said costs shall be paid, including
a provision providing when, how, and by whom
the unit production allocated to an owner who
does not pay his share of the costs of unit
operations shall be charged to such owners, of the
interest of such owners, and how his interest may
be sold and the proceeds applied to the payment
of his costs;

A provision designating the unit operator and
providing for the supervision and conduct of the
unit operations, including the selection, removal
or substitution of an operator from among the
working interest owners to conduct the unit
operations;

A provision for a voting procedure for the
decision of matters to be decided by the working
interest owners in respect to which each working
interest owner shall have a voting interest equal to
his unit participation; and

The time when the unit operations shall
commence and the manner in which, and the
circumstances under which, the unit operations
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shall terminate and for the settlement of accounts
upon such termination.

(7)  This Order shall not become effective unless and until the owners of seventy-
five (75) percent of the working interest and seventy-five (75) percent of the royalty interest
in the Unit Area have approved the plan for unit operations as required by Section 70-7-8
NMSA, (1978) Comp.

(8)  Ifthe persons owning the required percentage of interest in the Unit Area as
set out in Section 70-7-8 NMSA, (1978) Comp., do not approve the plan for unit operations
within a period of six (6) months from the date of entry of this Order, this Order shall cease
to be of further force and effect and shall be revoked by the Division, unless the Division
shall extend the time for ratification for good cause shown.

(9)  When the persons owning the required percentage of interest in the Unit Area
have approved the plan for unit operations, the interests of all persons in the Unit Area are

unitized whether or not such persons have approved the plan of unitization in writing.

(10) Jurisdiction of this cause is retained for the entry of such further orders as the
Division may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year herein above designated.

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

LORI WROTENBERY
Director

SEAL
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GP 1l Energy. lnc.
P O. Box $0682
Midland, Texas 29710

Attention Mr M. A Sirgo. Il

Re North Square Lake Unit
Eddy County, New Mexico

This office has reviewed the unexecuted Copy of unit agreement, which you huve submiticd for o
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(D03 )827-370

LEOAL
{303)-827.3713

nLAn
‘;gosnzgzﬁasa

Cn O

S O
§
o

AN

\

25107

proposed North Square Lake Unit Ares, Fddy County, New Mexico. This agreement meets the gencral
requircments of the Commissioner of Public Land, and has this datc granted you preliminary approval as o

form and content.

Our pretimimary approval is guven subject 10 4 stipulation to be made a pant of vur final approval reyuiring

that the Operator shsil, within four y2ars following the ¢ffective dwic of the North Square L.ake Unit, subma
for the Commuissioner's review the fresh water requirements for this unit. A review of the unit’s fresh
water requirement will continue o be submitted for the Commissioner’s review every three years

thereafter.

Preliminary approvai shall not be construcd to mean final approval of tiis agreement in any way and wis)
not extend any short term leases, until final approval aad an effective date have been given

When submitt'ng your agreement for final appraval, please submit the foliowing,

1 Application for final approval by the Commissioner serting forth the tracis that have been
commiticd and the tacts tha have not been commined.

2. Aflraufications from the Lessees of Record and Working Interest Owners  All signatures
should he acknowledped by 2 natary and one set must contair ofignal signatures

3 Order of the New Mexico Oil Cunservation Division and approval by the 3ureau of Land
Management. Our approval will be conditioned upon subscquent favorable approval by the
New Mexico Oil Conservation Division and the Bureau of Land Managcment,

4. A copy of the Unit Operating Agrecment.

S. A copy of your initial Plan of Opcration,

6. A re-designation of well namgs and numbers.

7. The filing fre for a unit ugreement is $30.00 dollars for every secuion of partial section
thercof. Please submit an additional $300 filing fee.

“"WE WORK FOR EDUCATION
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8. On page 16. Effcctive Date and Term, the second paragraph states the fullowing 11 this
agreement does not hevume effcctive on or before January 1, 1999, it shall ipso facte expire

on suid datc (herinafier calleq “Expiration Date™). Since this date has alrcady passec. & more
appropriate date is recommendcd

On Extubit “B”. Tract Number 29A, the correct section number 15 36-168-30F. S/2NF/4
Also, the correct lessee of revord is Cities Service Ol and Gas Corp. and Coll Brothers

If you have any qucstions or if we raav be of further help, please contact Pete Martinez at (505, 8275791
Very truly yours.

RAY POWELL, M S, D V.M
COMMISSIONER OF PUBLIC LANDS

. < P ﬁx,ﬁ)

LS

—
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JAMI BAILEY, Director “

0it, Gas and Minerals Division Vo

(505) 827-5744 =

RP/JB/pn =

pc: Reader File w0

OCD-Attention: Roy Johnson (:,_‘
BLM-Roswcil, Attention Mr. Armando Loper
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Gont Leamen 1

i of Decenber 18, 1999 tiled with the BLA veguests the
:::rxg:gzit:‘:‘?:h- nosth dquare Lake Imu avea, embracing €125.30 acres, wvore
or lams, TAdy County, Naw wexico, as legically subject t¢ socOoRdary rmcovery
operations under the unitiszetien provisiens of the nineral Leating Act as

ansnded -

t to umit plan ulations 43 CPR 3180, the iand reguested as outlised
::.r % .l.:c mkzd u:gu A, G@ 1I Rnargy, l':ne., Nortk squsre fake Unit,
Sddy County, Wew Maxice, ie hereby desiguated as & logical unit area and hag
bawr sssigned Mo. ENERI01IEOX. This dessignstion is valid for a period from
sna year ,m the date of this letter.

waterfloeding will be limited to the following interval: Thet interval
underlying the Umit Azea, the Verticel limits of which extend from the top of
the Graybury ferwation to the hass of ths Zan Andres formatinn as sesn on the
Type Log fzam the Bephyr 30 State # lecated at 310°'YNL and 2310° w¥EL,
sSaction 32, T. 16 8., A, 31 B, and 19 that 1-tm.1"hi.eh ie corrslative to
the intervsl from J050° to 4206’ below the surface mtssured from the derrick
floos. The dagzick floox slevation is 3937.5°.

Your Basis for allooation of unitised substances and your proposed fora ot
ouit egreement are acceptable, Nowsver, the total ocmgo showm on page 2,
seotion 3 (a) of the sgzeement should be changed to 6133.30 acres.
Correationa that mead to Be made to the sneloped Rxhidita “A° and °8° are
mecked in red. IExhibits *"B«3‘ and °c” alse need t. ba revised to reflact the
tracts that have changed numbete and the correet unit acreage.

1¢ conditiens ars much tha: madification of said standaxd form ia deemed
necessary, tun copiss of the proposed sodifications with appropriacs
Juscifiqation muat bs schmitted ta this office fer preliminary approval.

In the absence of any type of land zeguir speoial provisions or any
objsctions Bot Row apparent, s doly axecu agresmont idemntioal with seid
form, modified as cutline above, vill be approved Lf submitted iz spprovadle
svarus within a reasonabie period of tims. Mowever, fotice is hatedy given
that the right ia resarved to deny approeval of any axecuted sgraement
submitted whish in our epinion, dues set have the full commitmest of
sufficient lands co aflfasd effective ooutral of osperations in ths unit ares.

When the exscwted agreehent is Tiansalitted to the LM for final approval,
include the latest stasus of all aarsage. In pr ration of Bxhibita "A”" end
sgv, follow elossly the format of tha sample eadibits attichad te the reprivt
of the sforsmentioned form. You will alse need to submit an ipitiel Plan of
Operations and & list ahowing ths old well nakes and AURDETS 4Bd the nev well
napee and numbders.

¢S WY g-pnp &6




Inassuch a¢ this unit agreement involves State land. ve axe sending s copy of
the letter tO the Commissioner Of Public Lands. Please centact the Stace of
Wew Mexico before sulicitisg Joinders cegerdleas ot prior comeacets o

cloarances from the egtage.
sincerely, .
ey [ i,
Ga A St

. Stepheae
Act Assistant Pigld Office Manayer,
Landa and Minerals

Tnclosuzes
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United States Department of the Interior

BUREAU OF LAND MANAGEMENT
ROSWELL FIELD OFFICE
2909 West Sccond Sircet
Roswell, New Mexico 88201-2019

IN REPLY REFER
NMNM101360X
3180 (06200)

FEB 01 8%

GP II Energy, Inc.

Attention: M. A. (Manny) Sirgoe IIl
P. O. Box 50682

Midland, TX 79710

Gentlemen:

Your application of December 18, 1998, filed with the BLM requests the
designation of the North Square Lake Unit area, embracing 6125.30 acres, more
or less, Eddy County, New Mexice, as logically subject to secondary recovery
operations under the unitization provisions of the Mineral Leasing Act as
amended .

Pursuant tc unit plan regulations 43 CFR 3180, the land requested as outlined
on your plat marked Exhibit A, GP II Energy, Inc., North Square Lake Unit,
Eddy County, New Mexico, is hereby designated as a logical unit area and has
been assigned No. NMNM101360X. This designation is valid for a period from
one year from the date of this letter.

Waterflooding will be limited to the following interval: That interval
underlying the Unit Area, the vertical limits of which extend from the top of
the Grayburg formation to the hase of the San Andres formation as seen on the
Type Log from the Zephyr ZQ State #1 located at 330°'FNL and 2310' FEL,
Section 32, T. 16 5., R. 31 E., and is that interval which is correlative to
the interval from 3050‘ to 4206°' below the surface measured from the derrick
fleor. Tha derrick floor elevation is 3937.5'.

Your basis for allocation of unitized substances and your proposed form of
unit agreement are acceptable, however, the total acreage shown on page 2,
gsection 2 (a) of the agreement should be changed to 6125.30 acres.
Corrections that need to be made to the enclosed Exhibits "A” and “B" are
marked in red. Exhibits “B-2" and “c” alsoc need t. be revised to reflect the
tracts that have changed numbers and the correct unit acreage.

Tf conditions are such that modification of said standard form is deemed
necessary, two copies of the proposed modifications with appropriate
justification must be submitted to this office for preliminary approval.

In the absence of any type of land reguiring special provisions or any
objections not now apparent, a duly executed agreement identical with said
form, modified as outline above, will be approved if submitted in approvable
status within a reasonable period of time. However, notice is hereby given
that the right is reserved to deny approval of any executed agreement
submitted which in our opinion, does not have the full commitment of
sufficient lands to afford effective control of operations in the unit area.

when the executed agreement is transmitted to the BLM for final approval,
include the latest status of all acreage. In preparation of Exhibits “A” and
»B”, follow closely the format of the sample exhibits attached to the reprint
of the aforementioned form. You will also need to submit an initial Plan of
Operations and a list showing the old well names and numbers and the new well
names and numbers.
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Inasmuch as this unit agreement involves State land, we are gending a copy of
the letter to the Commissioner of Public Lands. Please contact the State of
New Mexico before socliciting joinders regardless of prior contacts or

clearances from the state.
Sincerely,

Gary A. Stephens
Acting Assistant Field Office Manager,

Lands and Minerals

Enclosures

BEFORE THE
OIL CONSERVATION DIVISION
Santa Fe, New Mexico

Case Nos. 12112 and 12113 Exhibit No.

Submitted by:__ GP II Energy, Inc.

3

Hearing Date:____February 4, 1999
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PLEASE DELIVER THE FOLLOWING PAGE(5) TO: .
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TOTAL NUMBER OF PAGES (INCLUDING THIS SHEET):

IF ¥YOU DO NOT RECEXVE ALL THR PAGES INDICATED ABOVE, PLEASE CALL
: A8 BOON AS POBSBIBLE AT (505)746-3505
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privileged and confidential information iatended anly for unog‘ by the .x’nd.tv!éuu or
entity named above. If the reader of this massage is not the intendad recipient, or
the employee or agent responsible for delivery to the intended recipient, you are
heroby notified that any dissemination, diseribution or copying of thia commwunication
is fn error. I€ you have received this facsimile in oerror, please immediately notify
us by collect telephone call and return the original message to us at the above address
via the U. 8. Poatal Service.
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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION

OF GP H ENERGY, INC. FOR APPROVAL OF

A WATERFLOOD PROJECT, EDDY COUNTY,

NEW MEXICO CASE NO. 12112

ENT ¥ PE E
COMES NOW Ernest L. Carroll, Losee, Carson, Haas & Carroll, P. A., and enters his
appearance in the captioned cause of action on behalf of STAPLES OIL COMPANY. and K. M.

JONES OIL COMPANY.

LOSEE, CARSON, HAAS & CARROLL, P.A.

By: e rd p@r/

rest L. Carroll
P.O. Box 1720
Artesia, NM 88211-1720
(505)746-3505

Attornieys for Staples Oil Co. And K. M. Jones Oil Co.

I hereby certify that I caused a true and
correct copy of the foregoing pleading to be
faxed to counsel of record this February 3, 1999.

P LEN%

Ernest L. Carroll
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STATE OF NEW MEXICO

DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION
OF GP II ENERGY, INC. FOR STATUTORY
UNITIZATION, EDDY COUNTY, NEW MEXICO CASE NO. 12113

ENTRY OF APPEARANCE
COMES NOW Erest L. Carroll, Losee, Carson, Haas & Carroll, P. A., and enters his

appearance in the captioned cause of action on behalf of STAPLES OIL. COMPANY. and K. M.

JONES OIL COMPANY.

LOSEE, CARSON, HAAS & CARROLL, P.A.

vy ot 2 Cveds

Efnest L. Carroll

P.O. Box 1720

Artesia, NM 88211-1720
(505)746-3505

Attorneys for Staples Oil Co. And K. M. Jones Oil Co.

I hereby certify that I caused a true and
correct copy of the foregoing pleading to be
faxed to counsel of record this February 3, 1999.

(oo tp L Couct

TOTAL P.G3



6P IT Exerey, Ixc.

Ot/ & Gas Exploration & Production

December 16, 1999

Commissioner of Public Lands
Mr. Pete Martinez

310 Old Santa Fe Trail

Santa Fe, New Mexico 87501

NM Qil Conservation Division
Ms. Lori Wrotenbery

2040 South Pacheco Street
Santa Fe, New Mexico 87505

Ladies and Gentlemen:

P.O. BOX 50682 » MIDLAND, TEXAS 79710 » PHONE 915-684-4748 *« FAX 915-570-4748

MY B & ooy

ii\‘ e o

BEC 1 71999

E i:ﬁ_ b, :"“ .',.;; (."’\‘. &\,‘- 7- " - ’A-J
Bureau of Land Management
Mr. Armando Lopez

2909 West 2nd Street
Roswell, New Mexico 88201

Re: Request for Final Approval
Statutory Unitization
North Square Lake Unit
Eddy County, New Mexico

NMOCD C 0. 12113
NMOCD Order¥No. R-11207

GP 1I Energy, Inc. hereby requests final approval of the statutory unitization of the North
Square Lake Unit, located in Eddy County, New Mexico. GP II Energy’s request for
approval is based on the following facts:

¢ The agreement will tend to promote the conservation of oil and gas and better utilize

reservoir energy;

e  Under the proposed unit operation, the State of New Mexico will receive its fair and
equitable share of the recoverable oil and gas in place under its lands within the unit

area;

o Each beneficiary institution of the State of New Mexico will receive its fair and
equitable share of the recoverable oil and gas in place under its lands within the unit

area; and

o The unit agreement is in other respects for the best interest of the trust.



As per your written request of May 7, 1999, and subsequent phone communications,
enclosed are the following:

1. One copy of the Unit Agreement with original signed and notarized ratifications
representing approval by the unit royalty and working interest owners in excess of the
required 75% approval needed for statutory unitization. The Unit Agreement now calls
for an effective date of January 1, 2000.

2. One copy of the Unit Operating Agreement to reflect consistency with corrections in
the Unit Agreement.

3. A check in the amount of $300.00 representing the balance of the filing fee.

4. A copy of our Initial Plan of Operation.

5. A redesignation of well names and numbers.

6. Noted corrections to Exhibit B-1 Tract 29A, as well as other corrections identified.
Pursuant to the Statutory Unitization Act, Sections 70-7-1 through 70-7-21, NMSA 1978,
GP 1I Energy, Inc. has met all the requirements in said act, as evidenced by the
information contained herein, and therefore respectfully requests final approval for
statutory unitization of the North Square Lake Unit, consisting of 6155.96 acres, more or
less, and being a portion of the Grayburg Jackson Seven Rivers-Queen-Grayburg-San
Andres pool in Eddy County, New Mexico.

Thank all of you for your assistance in this matter. If you have any additional questions,

please contact me at 915/685.0878.
i |
Sincerely, / & <5

M. A. Sirgo, IIT
MAS/pr

Enclosures



6P It ExERrCY, INC.

Oi! & Gas Exploration & Production

December 16, 1999

Commissioner of Public Lands
Mr. Pete Martinez

310 Old Santa Fe Trail

Santa Fe, New Mexico 87501

NM Oil Conservation Division
Ms. Lori Wrotenbery

2040 South Pacheco Street
Santa Fe, New Mexico 87505

Ladies and Gentlemen:

P.O. BOX 50682 » MIDLAND, TEXAS 79710 « PHONE 915-684-4748 « FAX 915-570-4748

Bureau of Land Management
Mr. Armando Lopez

2909 West 2nd Street
Roswell, New Mexico 88201

Re: Plan of Development
North Square Lake Unit

The following is GP II Energy’s initial plan of operation for the North Square Lake Unit.

INITIAL PLAN OF DEVELOPMENT

The project, to fully develop the North Square Lake Unit for enhanced oil recovery,
requires the possible drilling of 100+ new 20-acre infill producing wells to improve the
efficiency to be realized by waterflooding on reduced well spacing.

Phase I of the project, to commence immediately, will be the drilling of 10 new 20-acre
infill producing wells located strategically throughout the unit, which locations are
designed to yield the most representative cross section of reservoir conditions in the unit
today. Upon evaluation of the data obtained in these 10 wells, development of the unit

will progress on a phase basis.



Initial Plan of Development
December 16, 1999
Page 2

Injection work for each phase will be determined and presented to the Oil Conservation
Commission for review and comments prior to any injection work and or new water
injection commencing for the newly developed 20-acre infill producers.

If you have any questions, please call me at 915/685.0878.

Lo Ao

M. A. Sirgo, III

MAS/pr



NSLUREDES

NORTH SQUARE LAKE UNIT

WELL REDESIGNATION
WELL{ API # S-T-R LOC'N. CURRENT | PROPOSED | PROPOSED

LEASE NAME # |30-015 STATUS STATUS WELL #

A.N.Eurz 2 03922 25A-16-30 810' FNL P&A Injector 17
510' FEL

A N.Ewz 3 03923| 25G-16-30 2130' FNL P&A Injector 30
1650' FEL

A.N.Ewz 1 03921 25-H-16-30 1980 FNL P&A Injector 32
510" FEL

LOE 4 10571] 25H-16-30 1650' FNL | Active Prod. | Active Prod. 31
990' FEL

EizE (Walnut) 4 03927| 25I-16-30 1980' FSL | Active Prod. Injector 52
660" FEL

EtzE (Walnut) 3 03926] 25]-16-30 1980' FSL | Active WIW | Active WIW 51
1980' FEL

EwzE (Walnur) 2 03925 250-16-30 660" FSL Active WIW | Active WIW 69
1980' FEL

Ewz E 1 03924| 25P-16-30 660' FSL  {InActive Prod. Injector 71
660' FEL

Etz (Walnur) 6 20316] 25P-16-30 1315 FSL  |InActive Prod.| Active Prod. 70
1315' FEL

State "H" 3 04031 36A-16-30 810' FNL Active Prod. Injector 96
600' FEL

State "H" 4 10863| 36A-16-30 10" FNL Active WIW | Active Prod. 97

10' FEL

State H 2 04030{ 36B-16-30 660' FNL Active Prod. Injector 95
1980' FEL

Continental State 3 04020 36C-16-30 660" FNL P&A Injector 94
1980" FWL




WELL| API # S-T-R LOC'N. CURRENT PROPOSED PROPOSED

LEASE NAME # |30-015 STATUS STATUS WELL #

Continental State 4 04021 36D-16-30 660" FNL P&A Injector 93
660" FWL

Continental State 2 04019] 36E-16-30 1980' FNL | Active Prod. Injector 117
660' FWL

Continental St. 1 04018| 36F-16-30 1980' FNL P&A WIW Injector 118
1980' FWL

Desa 1 21747 36G-16-30 1650' FNL | Active Prod. Injector 120
1650' FEL

State H (Witch) 1 36G-16-30 1980' FNL P&A Injector 119
1980' FEL

State ] 1 04028| 36H-16-30 1330' FNL | Active Prod. | Active Prod. 121
1310' FEL

Tellyer State 1 NA| 36H-16-30 1980' FNL P&A Injector 122
660' FEL

Etz 3 20127 19I-16-31 1650' FSL | Inactive WIW Injector 4
990' FEL

Ewz 4 20183] 19]-16-31 1980" FSL Active Prod. Injector 3
1980'FEL

Carper 2 04855] 19K-16-31 1980' FSL P&A Injector 2
1660 FWL

Carper 1 04854| 19L-16-31 1980' FSL Active Prod. Injector 1
500' FWL

Etz 1 04852 19M-16-31 660" FSL P&A Injector 9
504' FWL

Etz 2 04853] 19N-16-31 660" FSL Active Prod. Injector 10
1668' FWL

Vickers 6 04857] 190-16-31 660" FSL Active Prod. Injector 11
1980' FEL

Vickers 5 04856 19P-16-31 660' FSL  [InActive Prod. Injector 12

660' FEL




WELL| API# S-T-R LOC'N. CURRENT | PROPOSED | PROPOSED

LEASE NAME # |30-015 STATUS STATUS WELL #

Grier 14 04864| 20I-16-31 1980' FSL | Inactive WIW Injector 8
660’ FEL

Grier 13 04863 20J-16-31 1980' FSL | Active Prod. Injector 7
1980' FEL

Rowley Federal 1 10206| 20K-16-31 1650" FSL P&A Injector 6
1980 FWL

Rowley Federal 2 10322| 20L-16-31 1650' FSL | Active Prod. Injector 5
990' FNL

Grier 3 04858] 20M-16-31 330' FSL P&A WIW Injector 13
510' FWL

Grier 4 10343 20N-16-31 990" FSL Active Prod. Injector 14
1980' FWL

Baxter "A" 1 04859} 200-16-31 660" FSL P&A Injector 15
1980" FEL

Baxter "A" 2 04860| 20P-16-31 660" FSL P&A Injector 16
660' FEL

Federal 4 048831 27D-16-31 990' FNL P&A Injector 29
990' FWL

Federal 1 04878| 27E-16-31 1980' FNL P&A Injector 48
660" FWL

Trust 1 04882| 27F-16-31 1980' FNL P&A Injector 49
1650' FWL

Federal 2 04880] 27G-16-31 1980' FNL P&A Injector 50
1980' FEL

Federal J-27 1 10530 27]-16-31 1650" FSL P&A Injector 68
2310' FEL

Federal Trust K-27 1 10121] 27K-16-31 1980' FSL Active Prod. Injector 67

1980' FWL




WELL| API# S-T-R LOC'N. CURRENT | PROPOSED | PROPOSED
LEASE NAME # ]30-015 STATUS STATUS WELL #
Valentine 2 10284] 27L-16-31 1650" FSL Active Prod. Injector 66
990' FWL
Valentine 1 04881] 27M-16-31 660" FSL P&A Injector 88
660" FWL
Jeffers Federal 1 NA| 27N-16-31 660" FSL P&A Injector 90
1980' FWL
Jeffers Federal 2 22003f 27N-16-31 990' FSL  |InActive Prod.| Active Prod. 89
1650' FWL
Riley 27 1 10270} 270-16-31 990" FSL Active Prod. Injector 91
2310' FEL
Featherstone 1 04887| 27P-16-31 330' FSL Active Prod. Injector 92
330" FEL
Kennedy 4 04889 28A-16-31 660" FNL P&A Injector 28
660' FEL
Kennedy 3 10549] 28C-16-31 660" FNL P&A Injector 27
1650' FWL
Johnson B 4 04897| 28D-16-31 660' FNL P&A Injector 26
660" FWL
Sheldon 3 04896 28E-16-31 1980' FNL P&A Injector 44
660" FWL
Kennedy A 2 10321] 28F-16-31 1650' FNL | Active Prod. Injector 45
2310' FWL
Sheldon 4 04899| 28G-16-31 1980' FNL | Active Prod. Injector 46
1650' FEL
Kennedy 1 10149 28H-16-31 1980' FNL P&A Injector 47
660’ FEL
Sheldon 5o0r2 04900} 28I-16-31 2310' FSL P&A Injector 65
660' FEL
Kennedy 3 04890 28]-16-31 2310" FSL P& A Injecror 64

1650' FEL




WELL| API# S-T-R LOC'N. CURRENT | PROPOSED | PROPOSED |

LEASE NAME # 30015 STATUS STATUS WELL #

Sheldon 1 04894| 28K-16-31 1980' FSL P&A Injector 63
1980' FWL

Johnson 4 04892| 28L-16-31 1980" FSL P&A Injector 62
660' FWL

Johnson 2 04891} 28M-16-31 660" FSL P&A Injector 84
660" FWL

Sheldon 2 NA| 28N-16-31 560' FSL  |InActive Prod. Injector 85
1880' FWL

Johnson B 7 280-16-31 660" FSL P&A Injector 86
1980" FEL

Sheldon 3 10078| 28P-16-31 330' FSL P&A Injector 87
626' FEL

J. N. Fidel "A" 4 04913 29A-16-31 810'FNL | Active Prod. Injector 25
990' FEL

J. N. Fidel "A" 3 04912] 29B-16-31 660" FNL Active Prod. Injector 24
1980' FEL

Grier 2 04906{ 29C-16-31 810' FNL P& A WIW Injector 23
1980 FWL

Grier 1 04905| 29D-16-31 760" FNL  ]InActive Prod. Injector 22
560" FWL

Bruning 1 04911] 29E-16-31 1980' FNL P& A WIW Injector 40
660" FWL

Bruning 2 04907| 29F-16-31 1980 FNL | Active Prod. Injector 41
1980° FWL

Bruning 3 04908 29G-16-31 1980 FNL P& A WIW Injector 42
1980 FEL

Bruning 4 04909 29H-16-31 1980' FNL Active Prod. Injector 43
660" FEL

Bruning 5 04903 291-16-31 1980" FSL P&A Injector 61

660" FEL




WELL| API# S-T-R LOC'N. CURRENT | PROPOSED | PROPOSED

LEASE NAME # |30-015 STATUS STATUS WELL #

Carper "G" 3 04914 29]-16-31 1980' FSL Active Prod. Injector 60
1880' FEL

Texas Trading "A" 4 04919] 29K-16-31 1880' FSL Actuve WIW Injector 59
1980' FWL

Texas Trading "A" 3 04918] 29L-16-31 1980' FSL | Active Prod. Injector 58
660" FWL

Texas Trading A 1 04916 29M-16-31 660" FSL P&A Injector 80
660' FWL

Texas Trading "A" 2 04917f 29N-16-31 660 FSL.  {InActive Prod. Injector 81
1980' FWL

Bruning 6 04910{ 290-16-31 660" FSL P&A Injector 82
1980' FEL

Carper "G" 4 04915 29P-16-31 550 FSL  |InAcuve Prod. Injector 83
550" FEL

Vickers 2 049341 30A-16-31 660' FNL P&A WIW Injector 21
660" FEL

Vickers 4 04936| 30B-16-31 660' FNL [InActive Prod. Injector 20
1980' FEL

LOE 3 10469] 30C-16-31 330' FNL P&A Injector 19
1995' FWL

George Etz 1 04923 30D-16-31 810" FNL P&A Injector 18
503' FWL

LOE 5 NA| 30E-16-31 2630" FNL P&A Active Prod. 53
10' FWL

LOE 10 20701] 30E-16-31 1790 FNL | Active Prod. Acuve Prod. 33
330' FWL

George Etz 1 04904] 30CE-16-31 1980' FNL P&A Injector 34

(Woodward) 503" FWL

George Erz 2 NA| 30F-16-31 1980' FNL P&A Injector 36

(Woodward) 1670' FWL




WELL| API # S-T-R LOC'N. CURRENT PROPOSED PROPOSEDj

LEASE NAME # 130-015 STATUS STATUS WELL #

LOE 2 10416] 30F-16-31 1980' FNL Active Prod. Active Prod. 35
1346' FWL

Vickers W7 04937] 30G-16-31 1345' FNL T&A Active Prod. 38
1345' FEL

Vickers 3 04935 30G-16-31 1980' FNL P&A Injector 37
1980' FEL

Vickers 1 04933| 30H-16-31 1980' FNL | Active Prod. Injector 39
660' FEL

Fidel 2 049251 30I-16-31 1980 FSL P&A Injector 57
660" FEL

Grier 12 04929 30]-16-31 1980' FSL Acuve Prod. Injector 56
1980' FEL

LOE 1 10415] 30K-16-31 1650' FSL Active Prod. Active Prod. 74
1346' FWL

Grier 2 NA| 30K-16-31 1980' FSL P&A Injector 55
1980' FWL

Grier 2 04930] 30L-16-31 1980' FSL P&A Injector 54
506' FWL

LOE 9 20554| 30M-16-31 990' FSL Active Prod. Active Prod. 72
330' FWL

Grier 1 04926 30M-16-31 660' FSL P&A Injector 73
660" FWL

Grier 1 04931 30N-16-31 660" FSL P&A Injector 76
1980' FWL

LOE 11 20839 30N-16-31 660" FSL Active Prod. Active Prod. 75
1346' FWL

Grier 19 244581 300-16-31 990' FSL Active Prod. Active Prod. 78
1650' FWL

Grier 10 049271 300-16-31 660' FSL P&A Injector 77

1980' FEL




WELL| API# S-T-R LOC'N. CURRENT | PROPOSED PROPOSED

LEASE NAME # |30-015 STATUS STATUS WELL #

J. N. Fidel 1 04928} 30P-16-31 660' FSL  jInActive Prod. Injector 79
660" FEL

Grier 9 04940] 31A-16-31 660' FNL P&A Injector 103
660" FEL

Grier 17 20185] 31A-16-31 330' FNL Active WIW Injector 102
660' FEL

Grier 11 04946] 31B-16-31 660' FNL Active Prod. Injector 101
1980' FEL

Grier 15 10752 31B-16-31 10' FNL Active WIW Active Prod. 100
2630' FEL

Grier 3 04944f 31C-16-31 660" FNL Active Prod. Injector 99
1980' FWL

Grier 20 24580| 31C-16-31 1250' FNL Active Prod. Active Prod. 124
1031' FWL

Grier 1 04942 31D-16-31 660" FNL Active Prod. Injector 97
660" FWL

Grier 2 04943] 31E-16-31 1980' FNL | Active Prod. Injector 123
660' FWL

Grier 16 20184| 31E-16-31 2630' FNL Active WIW Injector 142
10' FWL

Grier 4X 04945] 31F-16-31 1980 FNL Active Prod. Injector 125
1950' FWL

Grier 5 049477 31G-16-31 1980"' FNL P&A Injector 126
1980' FEL

Grier 7X 049491 31H-16-31 1980’ FNL | Inactive WIW Injector 127
660' FEL

Grier 6 049481 31]-16-31 1980’ FSL Active WIW Injector 145
1980' FEL

Grier "A" 1 04941| 31K-16-31 1980" FSL Active Prod. Injector 144

1680 FWL




WELL| API# S-T-R LOC'N. CURRENT | PROPOSED | PROPOSED

LEASE NAME # ]30-015 STATUS STATUS WELL #

Grier "B" 2 24706] 31L-16-31 1370'FSL | Active Prod. | Active Prod. 159
977' FWL

Grier A 1 04938f 31L-16-31 1980' FSL P&A Injector 143
511' FWL

H.]J.LOE 5 24920 31M-16-31 660" FSL Active Prod. | Active Prod. 158
330' FWL

H.J. Loe 1 4953] 31N-16-31 330" FSL Active Prod. | Active Prod. 160
1357' FWL

Grier 18 244571 310-16-31 660" FSL Active Prod. Injector 162
1980' FEL

Grier 4 4951f 31N-16-31 660" FSL P&A Injector 161
1980' FWL

State C 2 04961{ 32 A-16-31 660 FNL P&A Injector 108
660" FEL

State C 1 04960| 32B -16-31 660 FNL P&A Injector 107
1980" FEL

Zephyr ZQ 1 25029| 32B-16-31 330' FNL Active Prod. | Active Prod. 106
2310' FEL

State R 3 04966 32C-16-31 660" FNL P&A Injector 105
1980' FWL

State R 1 04964| 32D -16-31 660" FNL P&A Injector 104
660" FWL

State R 2 04965 32 E-16-31 1650' FNL P&A Injector 128
990" FWL

State R 4 04967| 32F-16-31 1980' FNL P&A Injector 129
1980' FWL

State C 4 04963] 32G-16-31 1980' FNL P&A Injector 130
1980' FEL

State C 3 04962| 32H -16-31 1980' FNL P&A Injector 131

660' FEL




WELL} API# S-T-R LOC'N. CURRENT | PROPOSED | PROPOSED

LEASE NAME # 30015 STATUS STATUS WELL #

Tidewater State 1 04956 32I-16-31 1980' FSL. | Active Prod. Injector 148
660' FEL

Western Dev. 2 04959 32]-16-31 1980' FSL Active Prod. Injector 147

"A" State 1980' FEL

Doolin 2 04954| 32L -16-31 1980' FSL P&A Injector 146
660' FWL

Doolin 1 04955] 32 N-16-31 660' FSL P&A Injector 163
1980' FWL

Tidewater State 2 04957] 320-16-31 660" FSL Active Prod. Injector 164
1980' FEL

Western Dev. 1 04958| 32P-16-31 660" FSL Active Prod. | Active Prod. 165

"A" State 660' FEL

Johnson 6 04972} 33A-16-31 660' FNL P&A Injector 112
660" FEL

Texas Trading 3 04979 33B-16-31 660' FNL | Active Prod. Injector 11
1980' FEL

Texas Trading 8 04984] 33B-16-31 1270' FNL | Active Prod. | Active Prod. 135
1650' FEL

Johnson A 1 04976] 33C-16-31 660' FNL P&A Injector 110
1980 FWL

Texas Trading 1 04977] 33D-16-31 660' FNL |InActive Prod. Injector 109
660' FWL

Texas Trading 2 04978 33E-16-31 1880' FNL T&A Injector 132
660' FWL

Johnson "A" 3 04975; 33F-16-31 1980' FNL | Active Prod. Injector 133
1980' FWL

Texas Trading 4 04980| 33G-16-31 1980' FNL P&A Injector 134
1980' FEL

Johnson 13 04970} 33H-16-31 1370' FNL |InActive Prod. 136

990' FEL




660' FWL

WELL| API# S-T-R LOC'N. CURRENT | PROPOSED | PROPOSED
LEASE NAME # 130-015 STATUS STATUS WELL #
Johnson 5 04971| 33H-16-31 1980' FNL P&A Injector 137
660' FEL
Texas Trading 6 04982 33I-16-31 1980" FSL P&A Injector 152
660" FEL
Johnson 15 04973 33]-16-31 2310' FSL P&A Injector 151
1650' FEL
Texas Trading 5-B 04981| 33K-16-31 1980' FSL P&A Injector 150
1980' FWL
Kennedy 5 04969 33L-16-31 1980' FSL | Active Prod. Injector 149
660 FWL
Kennedy 4 04968] 33M-16-31 660" FSL Active Prod. Injector 166
660' FWL
Texas Trading 7 04983] 33N-16-31 810' FSL  |InActive Prod. Injector 167
1980' FWL
Johnson 16 04974] 330-16-31 330'FSL Active Prod. | Active Prod. 168
2310' FEL
Johnson 14 NA] 330-16-31 510" FSL P& A WIW Injector 169
2310' FEL
Texas Trading 9 10345| 33P-16-31 660" FSL Active Prod. Injector 170
660" FEL
Kennedy Federal 2 10272 34A-16-31 990' FNL Active Prod. Injector it6
330' FEL
Kennedy A 1 10273 34B-16-31 660" FNL Active Prod. Injector 115
1980' FEL
Kennedy 1 10271] 34C-16-31 660' FNL Active Prod. Injector 114
1980' FWL
Carper "AB" 4 04990| 34D-16-31 660' FNL Active Prod. Injector 113
660" FWL
Carper AB 3B 04989] 34E -16-31 1980' FNL P&A Injector 138




660" FEL

WELL} API# S-T-R LOC'N. CURRENT | PROPOSED | PROPOSED

LEASE NAME # 130-015 STATUS STATUS WELL #

Kennedy 6 04986] 34F-16-31 2310' FNL | ActiveProd. | Active Prod. 154
1650 FWL

Johnson 9 04994| 34F -16-31 1980' FNL P&A Injector 139
1980' FWL

Johnson 17 04998} 34G-16-31 | 2310'FNL P&A Injector 140
1980' FEL

Kennedy 1 04985| 34H-16-31 1980' FNL | Active Prod. Injector 141
660' FEL

Carper AB 1 04987| 34I-16-31 1980' FSL P&A Injector 157
660' FEL

Johnson 18 21771| 34]-16-31 1980 FNL | Active Prod. Injector 156
2080' FEL

‘Carper 5 04991 34K -16-31 1980" FSL P & A WIW Injector 155
1980' FWL

Johnson 8 04993| 34L-16-31 1980° FSL Active Prod. Injector 153
660" FWL

Johnson 10 04995| 34M-16-31 660" FSL Active Prod. Injector 171
660' FWL

Carper Federal 6 049921 34N-16-31 660" FSL Active Prod. Injector 172
1980' FWL

Johnson 12 04997| 340 -16-31 990" FSL P&A Injector 173
1980' FEL

Carper "AB" 2 04988 34P-16-31 660" FSL Active Prod. Injector 174




