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1 EXAMINER JONES: Let's c a l l the f i r s t case 

2 today, Case Number 14473, a p p l i c a t i o n of Yates Petroleum 

3 Corporation f o r approval of a u n i t agreement i n Eddy 

4 County, New Mexico. 

5 MS. MUNDS-DRY: Good morning, Mr. Hearing 

6 Examiner. Ocean Munds-Dry w i t h the l a w f i r m of Holland & 

7 Hart here representing Yates Petroleum Corporation t h i s 

8 morning, and I am pre s e n t i n g t h i s case by a f f i d a v i t . 

9 Mr. Jones, Yates seeks approval of the 

10 Herradura E x p l o r a t o r y U n i t t h i s morning. I t ' s a l i t t l e 

11 e a r l y f o r i t , but w e ' l l press on anyway. Yates seeks 

12 approval of t h i s proposed u n i t , which c o n s i s t s of 

13 7,681.37 acres of f e d e r a l and State of New Mexico lands, 

14 and i s lo c a t e d approximately 15 miles southwest of 

15 Carlsbad. 

16 Yates E x h i b i t Number 1 i s the a f f i d a v i t of 

17 D'nese Fly , who i s the petroleum g e o l o g i s t f o r Yates who 

18 i s responsible f o r t h i s u n i t . I n her a f f i d a v i t she 

19 describes the h o r i z o n t a l l i m i t s of the u n i t area which I 

20 mentioned c o n s i s t of 7,681.37 acres. 

21 Attachment A t o the a f f i d a v i t i s the standard 

22 State Land O f f i c e form of a u n i t agreement. Attachment B 

23 t o the a f f i d a v i t i s a copy of the p l a t f o r the u n i t , 

24 which shows the u n i t boundaries and also i d e n t i f i e s the 

25 t r a c t numbers. 
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1 Yates proposes t o t e s t a l l formations from the 

2 surface i n t o the Bone Spring formation. And the i n i t i a l 

3 t e s t w e l l w i l l be loc a t e d at a standard l o c a t i o n 330 f e e t 

4 from the n o r t h l i n e and 660 f e e t from the east l i n e of 

5 Section 16, Township 24 South, Range 25 East, t o t e s t a l l 

6 formations from the surface t o an proximate t o t a l depth 

7 of 6,500 f e e t . 

8 Attachment C t o the a f f i d a v i t i s a copy of the 

9 ownership breakdown. 100 percent of the working i n t e r e s t 

10 i s committed t o the u n i t , and 100 percent of the r o y a l t y 

11 i s also committed t o the u n i t . 

12 Attachment D t o the a f f i d a v i t i s a l e t t e r from 

13 the BLM determining t h a t the u n i t i s proper and l o g i c a l 

14 f o r u n i t development. 

15 Attachment E t o the a f f i d a v i t i s the 

16 p r e l i m i n a r y approval l e t t e r from the Commissioner of 

17 Public Lands f o r the formation of t h i s u n i t . 

18 Attachment F t o the a f f i d a v i t i s an Avalon 

19 Shale Isochore Map. As Ms. F l y discusses i n her 

20 a f f i d a v i t , the i n i t i a l u n i t t e s t w e l l w i l l evaluate the 

21 sand and shales located below t o Bone Spring lime. 

22 And Attachment G t o the a f f i d a v i t i s 

23 a s t r a t i g r a p h i c c r oss-section i n which, again, Ms. F l y 

24 discusses i n her a f f i d a v i t t h a t t h i s c r oss-section shows 

25 the Avalon shale w i t h the p o t e n t i a l shale zones hatched 

PAUL BACA PROFESSIONAL COURT REPORTERS 
0234cc55-bfd0-4fc2-957c-310e459ee398 



Page 5 

1 i n gray. I t looks r e a l l y more blue, I t h i n k , on t h i s 

2 cro s s - s e c t i o n . 

3 Yates E x h i b i t Number 2 i s the AFE f o r the 

4 w e l l , showing the completed w e l l cost t o be $4,001,500. 

5 And Ms. F l y t e s t i f i e s t h a t the development of t h i s u n i t 

6 area i s pursuant t o a u n i t plan and i s i n the best 

7 i n t e r e s t of conservation, the preve n t i o n of waste and the 

8 p r o t e c t i o n of c o r r e l a t i v e r i g h t s . 

9 With t h a t , Mr. Hearing Examiner, we ask t h a t 

10 Yates E x h i b i t Number 1 and a l l of i t s attachments and 

11 E x h i b i t Number 2 be admitted i n t o evidence. 

12 EXAMINER JONES: E x h i b i t s 1 and a l l 

13 attachments and E x h i b i t 2 w i l l be admitted. 

14 David, do you have questions? 

15 ( E x h i b i t s 1 and 2 were admitted.) 

16 EXAMINER BROOKS: You sa i d surface t o the 

17 base of the Bone Spring? 

18 MS. MUNDS-DRY: They're going t o get i n t o 

19 the top of the Bone Spring t o a depth of 6,500 f e e t , so 

2 0 they may not go t o the base. 

21 EXAMINER BROOKS: The v e r t i c a l l i m i t s , 

22 though, of the u n i t are going t o be t o the base of the 

23 Bone Springs? 

24 MS. MUNDS-DRY: To the base. 
25 EXAMINER JONES: So i t ' s not a l l the way 
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1 t o gra n i t e ? I t ' s j u s t --

2 MS. MUNDS-DRY: Yeah. Like some Yates 

3 u n i t s are; r i g h t . 

4 EXAMINER JONES: So i t ' s j u s t through the 

5 Permian Basin. Okay. Let's take Case Number 14473 under 

6 advisement. 

7 MS. MUNDS-DRY: Thank you, Mr. Examiner. 

8 EXAMINER JONES: Are they i n a r e a l hurry? 

9 MS. MUNDS-DRY: Not a r e a l hurry. I t h i n k 

10 t h e i r f i r s t lease expires i n August. 

11 EXAMINER JONES: All right. 

2_2 * * * 
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1 REPORTER'S CERTIFICATE 

2 

3 

4 I , JACQUELINE R. LUJAN, New Mexico CCR #91, DO 

5 HEREBY CERTIFY t h a t on May 27, 2010, p r o c e e d i n g s i n t h e 

6 above c a p t i o n e d case were t a k e n b e f o r e me and t h a t I d i d 

7 r e p o r t i n s t e n o g r a p h i c s h o r t h a n d t h e p r o c e e d i n g s s e t 

8 f o r t h h e r e i n , and t h e f o r e g o i n g pages are a t r u e and 

9 c o r r e c t t r a n s c r i p t i o n t o t h e b e s t o f my a b i l i t y . 

10 I FURTHER CERTIFY t h a t I am n e i t h e r employed by 

11 n o r r e l a t e d t o nor c o n t r a c t e d w i t h any o f t h e p a r t i e s o r 

12 a t t o r n e y s i n t h i s case and t h a t I have no i n t e r e s t 

13 whatsoever i n t h e f i n a l d i s p o s i t i o n o f t h i s case i n any 

14 c o u r t . 

15 WITNESS MY HAND t h i s 7 t h day o f June, 2010. 
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