NEW MEXICO ENERGY, MINERALS and
NATURAL RESOURCES DEPARTMENT

BILL RICHARDSON Mark E. Fesmire, P.E.
Governor Director
Joanna Prukop Oil Conservation Division
Cabinet Secretary
January 25, 2005

Yates Petroleum Corporation
c/o Permits West, Inc.

37 Verano Loop

Santa Fe, New Mexico 87505

Attention: Brian Wood

Re:  Administrative application (application reference No. pMESO-501 843249) for a non-standard 90.80-
acre Pictured Cliffs gas spacing unit comprising Lots 3 and 4 and the E/2 SW/4 (SW/4 quarter
equivalent) of Irregular Section 19, Township 30 North, Range 13 West, NMPM, Undesignated
Harper Hill-Fruitland Sand Pictured Cliffs Pool (78160), San Juan County, New Mexico, to be
dedicated Yates Petroleum Corporation’s proposed Vierson Federal Well No. 3 (API No. 30-045-
32462), to be drilled at an unorthodox gas well location 1825 feet from the South line and 1520 feet
Jfrom the West line (Unit K) of Irregular Section 9.

Dear Mr. Wood:

My review of the Division’s records indicate a plugged and abandoned well site approximately 1057
feet southwest of the proposed Vierson Federal Well No. 3, which was the Ladd Petroleum Corporation’s
Butte Well No. 1 (API No. 30-025-09333) located 1060 feet from the South line and 790 feet from the West
line (Unit N) of Irregular Section 9 that was plugged and abandoned in 1987. Why can’t Yates utilize this old
well site and road to drill its proposed well?

Sincerely,

Michael E. Stogner
Chief Hearing Officer/Engineer

cc: New Mexico Oil Conservation Division - Aztec
U. S. Bureau of Land Management - Farmington

Oil Conservation Division * 1220 South St. Francis Drive * Santa Fe, New Mexico 87505
Phone: (505) 476-3440 * Fax (505) 476-3462 * http://www.emnrd.state.nm.us
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37 Verano Loop
Santa Fe, New Mexico 87505

Attention: Brian Wood

Re:  Administrative apphcatwn (application reference No. pMESO~501843249) on behalf of
Yates Petroleum Corporation (“Yates”) for a non-standard 90.80-acre Pictured Cliffs gas spacing
unit comprising Lots 3 and 4 and the E/2 SW/4 (SW/4 quarter equivalent) of Irregular Section 19,

Township 30 North, Range 13 West, NMPM, Undesignated Harper Hill-Fruitland Sand Pictured
Cliffs Pool (78160), San Juan County, New Mexico, to be dedicated Yates’ proposed Vierson Federal
Well No. 3 (API No. 30-045-32462), to be drilled at an unorthodox gas well location 1825 feet from
the South line and 1520 feet from the West line (Unit K) of Irregular Section 9.

Dear Mr. Wood:

This is a follow-up to my letter dated January 25, 2005 (see copy attached) again requesting
information to support this application the Division has determined to be incomplete. So that the
Division can properly proceed with reviewing and issuing an order for the proposed unorthodox
Pictured Cliffs gas' well and resulting non-standard gas spacing unit please provide an adequate
explanation as to why Yates can not utilize the old wellsite for and/or road leading to the plugged and
abandoned Ladd Petroleum Corporation Butte Well No. 1 (API No. 30-025-09333), located 1060 feet
from the South line|and 790 feet from the West line (Unit N) of Irregular Section 19 that was plugged
and abandoned in 1987?

In accordance with Division policy enacted about four years ago, the Division cannot proceed
with your apphcatron until the required information is submitted in a timely manner. Please provide a
satisfactory answer\and if necessary supporting data to complete this application by March 11, 2005,
otherwise your incomplete application” will be denied and returned to you. Thank you for your
assistance in this matter

Your response and additional information can be faxed to (505) 476-3471, or mailed to the
Division in Santa Fe Thank you for your assistance in this matter. :

Should you have any questions conceming this application, please contact Yates’ legal
counsel, Mr. William F. Carr in Santa Fe, at 505-988-4421.

Sincerely

Michael E. Stogner ~
Chief Hearing Officer/Engineer

cc: New Mexico Qil Conservation Division — Aztec
U.S. Bureau of Land Management - Farmington
William F! Carr, Legal Counsel for Yates Petroleum Corporation — Santa Fe

Oil Conservation Division * 1220 South St. Francis Drive * Santa Fe, New Mexico 87505
Phone: (505) 476-3440 * Fax (505) 476-3462 * http://www.emnrd.state.nm.us
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Yates Petroleum Corporation
c/o Permits West, Inc.

37 Verano Loop

Santa Fe, New Mexico 87505

Attention: Brian Wood

Re:  Administrative application (application reference No. pMES0-501843249) for a non-standard 90.80-
acre Pictured Cliffs gas spacing unit comprising Lots 3 and 4 and the E/2 SW/4 (SW/4 quarter
equivalent) of Irregular Section 19, Township 30 North, Range 13 West, NMPM, Undesignated
Harper Hill-Fruitiand Sand Pictured Cliffs Pool (78160), San Juan County, New Mexico, to be
dedicated Yates Petroleum Corporation’s proposed Vierson Federal Well No. 3 (API No. 30-045-
32462), to be drilled at an unorthodox gas well location 1825 feet from the South line and 1520 feet
Jrom the West line (Unit K) of Irregular Section 9.

Dear Mr. Wood:

My review of the Division’s records indicate a plugged and abandoned well site approximately 1057
feet southwest of the proposed Vierson Federal Well No. 3, which was the Ladd Petroleum Corporation’s
Butte Well No. 1 (API No. 30-025-09333) located 1060 feet from the South line and 790 feet from the West
line (Unit N) of Irregular Section 9 that was plugged and abandoned in 1987. Why can’t Yates utilize this old
well site and road to drill its proposed well?

Sincerely,

Michael E. Stogner
Chief Hearing Officer/Engineer

cc: New Mexico Oil Conservation Division - Aztec
U. S. Bureau of Land Management - Farmington

Oil Conservation Division * 1220 South St. Francis Drive * Santa Fe, New Mexico 87505
Phone: (505) 476-3440 * Fax (505) 476-3462 * http://www.emnrd.state,.nm.us




PROVIDING PERMITS for LAND USERS
37 Verano Loop, Santa Fe, New Mexico 87508—; ., (505).466-8120
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Michael Stogner

NM Oil Conservation Div.
1220 South St. Francis Dr.
Santa Fe, NM 87505

& via FAX 476-3471

Dear Mr. Stogner:

| am replying to your March 2 letter regarding Yates’ Vierson Federal 3 (API
30-045-32462) NSL and NSP application. Rain and snow over the past month
has made access via dirt roads to the P & A well impassable. Now that the
roads are drying, | plan to visit the P & A well next week.

Sincerely, - /

Brian Wood

cc: May




Stogner, Michael

From: Stogner Michael

Sent: Wednesday, March 09, 2005 8:02 AM

To: Bnan Wood (E-mail)

Cc: Hayden Steven; Perrin, Charlie; William F. Carr (E-mail)
Subject: . Pending NSL application.

Re: Administrative applzcatzon (application reference No. pMESO0-501843249) on behalf of Yates Petroleum Corporation
(“Yates”) for a non-standard 90. 80—acre Pictured Cliffs gas spacing unit comprising Lots 3 and 4 and the E/2 SW/4 (SW/4
quarter equivalent) of Irregular Sectzon 19, Township 30 North, Range 13 West, NMPM, Undesignated Harper Hill-Fruitland
Sand Pictured Cliffs Pool (781 60) San Juan County, New Mexico, to be dedicated Yates * proposed Vierson Federal Well No.
3 (API No. 30-045-32462), to beldrilled at an unorthodox gas well location 1825 feet from the South line and 1520 feet from
the West line (Unit K) of Irregular Section 9.

|

Mr. Wood,

Yesterday | received your letter dated March 4th informing me that you would be visiting the sites of Yates'
proposed Vierson Federal Well No 3 and the old P & A'ed Ladd Petroleum Corporation's Butte Well No. 1 (30-045-
09333), located 1060' FSL & 790' FWL (N) Sec. 19. If you haven't all ready none the site visit, please contact the Acting
Supervisor of the Aztec District Ofﬂce Mr. Charlie Perrin, offering his staff the opportunity to accompany you and the BLM
(I'm assuming you contacted the BLM) on your site visit.

Thank you.
M.S.




PERMITS WEST .

PROVIDING PERMITS for LAND USERS

37 Verano Lo?)p, §ar>1tva'?e,'New Mexico 87508 (505) 466-8120

RECEEVED March 11, 2005
NM OQil Conservation Division |

1220 South St. Francis Dr. MAR 12 2003
Santa Fe, NM 87505 Oil Conservation Division
1220 S. St. Francis Drive
Subject:  Yates Petroleum Corporaticii$ViefS¥¥ F8Yeral #3 (19-30n-13w)
Application Reference # pMES0-501843249

Mike Stogner

Dear Mr. Stogner:

As requested, | inspected Ladd’s P&A Butte Well #1 on March 7, 2005. The
well was plugged in 1987 and the 1/4 mile long road is blocked. The well site
is 100’ x 150’ and located on a tear drop shaped badland hill. This is smaller
than Yates’ staked location of 130’ x 170’.

Yates’ NSL application is due to topography. The Ladd well site is in the
Badland - Rock Land soil association which has the following limitations:
Road Fill = Very Poor
Foundation Support = Poor Bearing Capacity
Highway Location = Very Poor
Embankment = Poor Stability, Erodible

These limitations have led to a pseudo-karst environment (see pictures).
There are numerous sinkholes in the road, one of which is 6’ deep. There are
more sinkholes on the pad, the two largest of which are 5’ deep and 5’ to 10’
wide. Both of these are within 60’ of the P&A marker.

To further complicate matters, Ladd plugged through Yates’ target zone of
the Pictured Cliffs. Thus, to avoid any possible formation damage, Yates
would have to move away from the Ladd well bore. This would require >10’
cuts and fills on unstable slopes. BLM is already sufficiently concerned about
erosion to require Yates to mulch the staked well site when it is reclaimed.

Thus, Yates’ NSL application is due to the following topographic constraints:

1) Using the Ladd site would result in an unsafe well site

2) Using the Ladd site would create more erosion in an erodible environment
due to expanding the pad onto steep unstable slopes, laying an extra 1/4 mile
of pipeline, and opening an extra 1/4 mile of road



Therefore, | am asking that Yates NSL and NSP application be approved.

Please call me if you have any questions. | thank you for your patience during
the recent inclement weather.

Sincerely,
o

Brian Wood

cc: Aztec OCD
Bill Carr
Clifton May
Jim Lovato

PROVIDING PERMITS for LAND USERS



TOP LEFT - Six foot high
marker at sink hole.

MIDDLE LEFT - Six foot
marker in sink hole in road.

LOWER LEFT - Looking W at
P&A marker from old
reserve pit. Edge of pit is
20’ from marker & 6’ lower.

PER S WEST ...

PROVIDING PERMITS for LAND USERS
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TOP LEFT - Looking North.
From left to right are 5’
deep x 10’ wide sink hole, 5’
deep x 5’ wide sink hole, and
P&A marker.

MIDDLE LEFT - Man in 5’
deep sink hole 50’ from P&A
marker.

LOWER LEFT - Close up of 5’
deep x 10’ wide sink hole

and 6’ long marker. Hole is
60’ from P&A marker.

EERﬂE‘S WEST .
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