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A t t n : Mr. W i l l i a m F. Carr 

Re: O i l Conservation D i v i s i o n Case No. 11322 
A p p l i c a t i o n of Yates Petroleum Corporation f o r Underground Gas Storage 
Chaves County, New Mexico 

Dear Mr. Carr: 

The Commissioner of P u b l i c Lands has reviewed your a p p l i c a t i o n , on b e h a l f 
of Yates Petroleum C o r p o r a t i o n , t o t e m p o r a r i l y i n j e c t and s t o r e casinghead gas 
which i s a t t r i b u t a b l e t o p r o d u c t i o n from the Quincy AMQ State w e l l s , i n t o the 
e x i s t i n g T r a i l b l a z e r ANL State Well No. 2. 

I t i s understood t h a t a l l casinghead gas from the Quincy AMQ lease w e l l s 
w i l l be metered i n accordance w i t h OCD r u l e s and t h a t r o y a l t y w i l l be p a i d t o the 
State Land O f f i c e based upon these metered volumes and under the a p p r o p r i a t e 
s t a t e lease p e r t i n e n t t o the Quincy AMQ w e l l ( s ) . I t i s also understood t h a t upon 
completion of a gas (sales) t i e - i n , t h a t the i n j e c t e d volume w i l l be recovered, 
metered and s o l d , and t h a t once the cumulative i n j e c t e d volume i s recovered, 
r o y a l t y w i l l commence and be p a i d on the metered volume of gas a t t r i b u t a b l e t o 
the T r a i l b l a z e r w e l l under i t s a p p r o p r i a t e s t a t e lease. I n a d d i t i o n , upon 
connection of a gas (sales) t i e - i n , casinghead gas a t t r i b u t a b l e t o the Quincy AMQ 
w e l l s w i l l be metered, as befo r e , and s o l d v i a t h e i r gas (sales) t i e - i n s . 

Also, i t should be understood by the p a r t i e s i n v o l v e d t h a t the i n j e c t e d gas 
volume/production from t h e T r a i l b l a z e r w e l l w i l l not c a t e g o r i z e the w e l l as 
producing or c l a s s i f y i t s lease as h e l d by p r o d u c t i o n (HBP) w h i l e the volume of 
i n j e c t e d gas from the Quincy AMQ w e l l s i s being recovered, regardless i f n a t i v e 
f o r m a t i o n gas i s a c t u a l l y accounting f o r a p o r t i o n of the t o t a l volume. This 
c o n d i t i o n w i l l e x i s t u n t i l the e n t i r e i n j e c t e d volume from the Quincy AMQ w e l l s 
has been recovered. 

I n order t o m a i n t a i n an accurate volume assessment of the i n j e c t e d gas, 
copies of NMOCD form C-115 f o r the Quincy AMQ w e l l s must be f i l e d w i t h the 
Commissioner of P u b l i c Lands throughout the i n j e c t i o n phase of t h i s p r o p o s a l . 
Upon completion of a gas (sales) t i e - i n t o the T r a i l b l a z e r ANL w e l l , copies of 
i t s C-115 must be f i l e d w i t h the Commissioner u n t i l the t o t a l i n j e c t e d volume has 
been recovered. 

Contingent upon the a p p l i c a n t meeting the c o n d i t i o n s and c r i t e r i a as s e t -
out above, the Commissioner of Pub l i c Lands has no o b j e c t i o n t o t h i s p r o p o s a l . 



I f we may be o f f u r t h e r s e r v i c e , please c o n t a c t J e f f Albers a t (505) 827-

5759. 

S i n c e r e l y , 

Ray Powell, M.S., D.V.M. 
Commissioner of P u b l i c Lands 

O i l , Gas & Minerals D i v i s i o n 
(505) 827-5745 
RP/jb/ja 

cc: Yates Petroleum C o r p o r a t i o n 
New Mexico O i l Conservation D i v i s i o n 
R o y a l t y Management D i v i s i o n 


