wcarr@hollandhart.com

William F. Carr
HOLLAND&HART.
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March 16, 2010 =
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VIA HAND DELIVERY o

Mark E. Fesmire E

Director :

Oil Conservation Division -
New Mexico Department of Energy, > ’/L]\{ (0,2»

Minerals & Natural Resources ( w&.

1220 South Saint Francis Drive
Santa Fe. New Mexico 87505

Re:  Application of Yates Petroleum Corporation to rescind Administrative Order No. SWD-247,
Eddy County, New Mexico.

Dear Mr. Fesmire:

Enclosed is the Application of Yates Petroleum Corporation in the above-referenced
maiter as well as a copy of the proposed legal advertisement. Yates requests that this
matter be placed on the docket for the April };, 2010 Examiner Hearings.

|

Your attention to this matter is appreciated.

William F. Carr

ce: Pinson McWhorter
Yates Petroleum Corporation
105 South Fourth Street
Artesia, New Mexico 88210-2118
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STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION OF YATES PETROLEUM CORPORATION
TO RESCIND ADMINISTRATIVE ORDER SWD-247, EDDY COUNTY, NEW MEXICO.

CASE NO. [ Zﬂéz

APPLICATION

YATES PETROLEUM CORPORATION (“Yates™), by its undersigned‘ attorneys, hereby
seeks an order rescinding Oil Conservation Division Administrative Order SWD-247, and in
support of its application states:

1. In 1982, by Administrative Order SWD-247, the New Mexico Oil Conservation
Division granted the application of Maddox Energy Corp. for permission to complete its Dorstate
Well No. 1 (API No. 30015-36913) located in Unit H, 1980 feet from the North line and 660 feet
from the East line of Section 27, Township 25 South, Range 28 East, NMPM, Eddy County, New
Mexico (the” Dorstate Well™) for salt water disposal into the Delaware formation..

2. Administrative Order SWD-247 was subsequently émended to authorize injection
into the Bone Spring formation at approximately 6376 feet to approximately 6825.

3. The Dorstate Well is currently operated by Clay L. Wilson d/b/a Mesquite Services
as an active injection well in the Bone Spring Formation.

4. Yates Petroleum Corporation is the operator of the Bonbon BNN State Com Well
No. 1H (API No. 30-015-36913) which it drilled in February 2010 as a horizontal well in the Bone
Spring formation from a surface location 660 feet from the South line and 330 from the West line to
a terminus 660 from the South line and 330 feet from the East line of Section 27. The S/2 S/2 of
said Section 27 is dedicated to the well.

5. The Bonbon BNN State Com Well No. 1H has experienced excessive water flows



while drilling this well in the Bone Springs formation and the source of the water appears to be from
the injection into this formation in the Dorstate Well.

6. Yates plans to drill other horizontal wells in the Bone Springs formation in the
immediate future on horizontal well project areas located in close proximity to the Dorstate Well.

7. To prevent the waste of oil and to protect the correlative rights of Yates and other
interest owners in these properties, continued injection for the disposal of salt water in the Dorstate
Well should not be allowed.

WHEREFORE, Yates Petroleum Corporation requests that this application be set for
hearing before an Examiner of the Oil Conservation Division on April 29, 2010, that notice be given
as required by law and the rules of the Division, and that Administrative Order SWD-247 be

rescinded and all injection into the Bone Spring formation in the Dorstate Well cease.

Respectfully submitted,

HOLLAND & HART Lip

William F. Carr
Post Office Box 2208
Santa Fe, New Mexico 87504
Telephone: (505) 988-4421
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CASE / vi ﬂéé Application of Yates Petroleum Corporation to rescind
Administrative Order No. SWD-247, Eddy County, New Mexico. Applicant, in the above-
styled cause seeks an order rescinding SWD-247 that authorizes the injection of produced water
for disposal in the Bone Spring formation in the Dorstate Well No. 1 (API No. 30015-36913)
located in Unit H, 1980 feet from the North line and 660 feet from the East line of Section 27,
Township 25 South, Range 28 East, NMPM, Eddy County, New Mexico. Said well is located
approximately 8 miles South of Malaga, New Mexico.
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