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Yates Petroleum Corporation 
c/o Holland & Hart LLP 
P. O. Box 2208 
Santa Fe, New Mexico 87504-2208 

Attention: Ocean Munds-Dry 
Legal Counsel for Yates Petroleum Corporation 

Re: Application on behalf of Yates Petroleum Corporation ("Yates ") submitted on July 5, 2006 
(administrative application reference No. pTDSO-618659927) for administrative review by the 
Division for an unorthodox deep gas well location in the Atoka, Morrow, and Austin formations for 
Yates's proposed Merle State Unit Well No. 8 to be drilled 330feet from the North and West lines 
(UnitD) of Section 23, Township 10 South, Range 34 East, NMPM, Lea County, New Mexico. 

Dear Ms. Munds-Dry, 

In commencing my review of your application for Yates, I discovered that on July 19, 
2006 Yates electronically filed an Application for Permit to Drill ("APD") for this well to a depth 
of 12,300 feet in the Mississippian limestone at a standard deep gas well location 660 feet from 
the North and West lines (Unit D) of Section 23 (see paper copy attached). Since this APD 
negates your request for an unorthodox location, I am withdrawing your application and returning 
your filing at this time. 

It was a good thing I caught this before anymore time was wasted on it. 

Sincerely, 

Staff Engineer 

cc: New Mexico Oil Conservation Division - Hobbs 
New Mexico State Land Office - 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 



SUSPENSE ENGNEER L0GGEDIN ' f TYPE 

ABOVE THIS UNE FOR DIVISION USE ONLY 

NEW MEXICO OIL CONSERVATION DIVISION 
- Engineering Bureau -

1220 South St. Francis Drive, Santa Fe, NM 87505 

ADMINISTRATIVE APPLICATION CHECKLIST 
THIS CHECKLIST IS MANDATORY FOR ALL ADMINISTRATIVE APPLICATIONS FOR EXCEPTIONS TO DIVISION RULES AND REGULATIONS 

WHICH REQUIRE PROCESSING AT THE DIVISION LEVEL IN SANTA FE 

Application Acronyms: 
[NSL-Non-Standard Location] [NSP-Non-Standard Proration Unit] [SD-Slmultaneous Dedication] 

[DHC-Downhole Commingling] [CTB-Lease Commingling] [PLC-Pool/Lease Comminglfcig] 
[PC-Pool Commingling] [OLS - Off-Lease Storage] [OLM-Off-Lease Measurement] 

[WFX-Waterflood Expansion] [PMX-Pressure Maintenance Expansion] 
[SWD-Salt Water Disposal] [IPI-lnjection Pressure Increase] 

[EOR-Qualifled Enhanced Oil Recovery Certification] [PPR-Positive Production Response] 

[ 1 ] TYPE OF APPLICATION - Check Those Which Apply for [A] 
[A] Location - Spacing Unit - Simultaneous Dedication £g 

,0/NSL • NSP • SD m 

Check One Only for [B] or [C] ^ 
[B] Commingling - Storage - Measurement 

• DHC • CTB • PLC • PC • OLS • OLM 

[C] Injection - Disposal - Pressure Increase - Enhanced Oil Recovery —§ 
• WFX • PMX • SWD • IPI • EOR • PPR 

[2] 

[D] Other: Specify 

[A] • 

[B] • 

[C] • 

[D] • 

[E] • 

[F] • 

U.S. Bureau of Land Management - Commissioner of Public Lands, Slate Land Office 

[3] SUBMIT ACCURATE AND COMPLETE INFORMATION REQUIRED TO PROCESS THE TYPE 
OF APPLICATION INDICATED ABOVE. 

[4] CERTIFICATION: I hereby certify that the information submitted with this application for administrative 
approval is accurate and complete to the best of my knowledge. I also understand that no action will be taken on this 
application until the required information and notifications are submitted to the Division. 

&<an lift UJW&-fry £WJ7Li.^ 4rW«7 7--S -o(* 
Print or Type Name Signature Tide Date 

e-mail Address y ^ 



HO L L A N D & HART ^1 Ocean Munds-Dry 
Associate 
omundsdry@hollandhart.com 

July 5, 2006 

HAND D E L I V E R Y 

Mr. Mark Fesmire, Director 
Oil Conservation Division 
New Mexico Department of Energy, 

Minerals and Natural Resources 
1220 South Saint Francis Drive 
Santa Fe, New Mexico 87505 

Re: Application of Yates Petroleum Corporation, for administrative approval 
of an unorthodox well location for its Merle State Unit Well No. 5, to be 
drilled at a surface location 330 feet from the North line and 330 feet from 
the East line of Section 23, Township 10 South, Range 34 East, N.M.P.M., 
Lea County, New Mexico. 

Dear Mr. Fesmire: 

Yates Petroleum Corporation ("Yates") hereby seeks administrative approval pursuant 
to the provisions of Division Rule 104 F (2)-(4), of an unorthodox well location for its 
Merlse State Unit Well No. 5 located 330 feet from the North line and 330 feet from the 
East line of Section 23 (Unit A), Township 10 South, Range 34 East, N.M.P.M., Lea 
County, New Mexico. 

This well is currently permitted as a 9,200 feet basal Abo test and is at a legal location 
for an Abo oil well. This location was picked using 3-D seismic and is offsetting the 
Merle State Unit Well No. 3 in Section 14 to the north. Moving the location to a legal 
gas well location moves out of the prospective basal Abo trend. I f the proposed well is 
successful as a basal Abo well, Yates requests permission to deepen the well to 
approximately 12,400 feet to test the Atoka, Morrow, and Austin gas zones. Having this 
secondary target ready would be the most efficient and reasonable way to develop these 
potential deeper reserves. This proposed location is unorthodox because it is governed 
by the Division's Statewide Rules which provides for gas wells on 320-acre spacing 
units to be located no closer than 660 feet to the outer boundary of the quarter section 
on which the well is located and no closer than 10 feet to any quarter-quarter section 
line or subdivision inner boundary. The proposed unorthodox well location is only 330 
feet from the north and east boundaries of the spacing unit. Should Yates proceed with 
the secondary targets, a standard 320-acre spacing unit and proration unit comprised of 
the E/2 of Section 23 will be dedicated to the well. 

H o l l a n d & H a r t LLP 

Phone (505] 988-4421 Fax (505] 983-6043 www.hol landhart .com 

110 North Guadalupe Suite) Santa Fe, NM 87501 Mai l ing Address P.O.Box 2208 Santa Fe, NM 87504-2208 

Aspen Billings Boise Boulder Cheyenne Colorado Springs Denver Denver Tech Center Jackson Hole Salt Lake City Santa Fe Washington, D.C. "j 
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The non-standard location is required by geologic conditions. As shown on the 
attached Exhibit A, there is potential for deep gas sand development at the proposed 
well location. The Austin isopach map shows the thickness of the Austin limestone in 
the Merle Unit and surrounding area. Exhibit B is Cross-Section A-A' and shows how 
the Austin limestone (in blue) thins in the Merle State Unit Well No. 1. Often these 
Austin limestone thins indicate structural lows where sand deposition occurs. The 
overlying Atoka and Morrow sands are more prevalent in these Austin lows. The thin 
Austin limestones can occur from non-deposition or erosion. The second best Atoka-
Morrow production on the Austin map is the Merle State Unit Well No. 1 which had a 
cumulative production of 17 MBO and 696 MMCFG. The best Atoka Morrow well on 
the map is the Hytech well located northwest of the proposed well in Section 2. This 
well has an intermediate thickness of Austin lime. The offsetting well to the proposed 
well is the Merle State Unit Well No. 3, which tested the Austin for 1 BO and 1914 
MCF/D. This well is currently producing from the Abo formation. Exhibit C is a 
prospective Abo trend map which was generated from 3-D seismic. The Merle State 
Unit Well No. 3 is located in the SE/4 of Section 14 and is a 300 barrel per day well in 
the basal Abo. Yates' seismic interpretation indicates in green the prospective trend. 
Yates is attempting to stay in the center of the green color and extend this narrow trend 
through the NE/4 of Section 23. 

Exhibit D is a plat that shows the unit boundaries and the proposed unorthodox well 
location. 

The proposed well location is within the boundaries of the Merle State Unit and the 
ownership is common in the offsetting spacing units towards which the proposed well 
encroaches in Section 14, Section 13 and Section 24. Therefore there are no affected 
parties to notify of this application as defined in Division Rule 1210. 

Also enclosed is a proposed administrative order prepared by Yates on behalf of the 
Division. 

Your attention to this application is appreciated. 

ATTORNEY FOR YATES PETROLE 
C O R P O R A T I O N 

Enclosures 
cc: Rob Bullock (w/o attachments) 

John Amiet (w/o attachments) 
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Yates Petroleum Corporation 

Attention: Robert Bullock 

Administrative Order NSL-

Dear Mr. Bullock: 

Reference is made to your application dated July 5, 2006 for an unorthodox well 
location for Yates Petroleum Corporation's Merle State Unit Well No. 5 to be drilled to 
the Abo formation with a secondary target in the Atoka, Morrow and Austin gas zones. 
Said well wil l be located 330 feet from the North line and 330 feet from the East line of 
Section 23, Township 10 South, Range 34 East, NMPM, Lea County, New Mexico. 

A 320-acre spacing and proration unit comprising the E/2 of said Section 23 is to be 
dedicated to said well. 

This application has been duly filed under the provisions of Rule 104.F of the General 
Rules of the Oil Conservation Division revised by Division Order No. R-l 1231, issued 
by the New Mexico Oil Conservation Commission in Case No. 12119 on August 12, 
1999. 

By authority granted me under the provisions of Rule 104.F(2), the above-described 
unorthodox well location within this 80-acre unit in the Strawn formation is hereby 
approved. 

Sincerely, 

Mark E. Fesmire, P.E. 
Director 

cc: Oil Conservation Division - Hobbs/Artesia 
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30025365810000 
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30025018170001 
YATES PETROLEUM CORP 
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MERLE STATE UNIT # 5 DEEP POTENTIAL 
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VERT. SCALE 1" = 100' 

BY J. AMIET 

HORIZ. SCALE 1" = 1000' 
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fiKSWtJ 
1625 RJtmch Dr.,H«*i,HM 88240 
Vkm»i?QS) J93-6W1 F«c(505) 3934)720 

Fccm C-101 
p«mi. 34528 State of New Mexico 

Energy, Minerals and Natural Resources 

Oil Conservation Division 

1220 S. St Francis Dr. 

Santa Fe, NM 87505 

APPLICATION FOR PERMIT TO DRILL, RE-ENTER, DEEPEN, PLUGBACK, OR ADD A ZONE 
1. Optraor N«m« «nd Addnss 

YATES PETROLEUM CORPORATION 
105S4THST 

ARTESIA, NM 88210 

2. OGRID Kurclw 

25575 

1. Optraor N«m« «nd Addnss 

YATES PETROLEUM CORPORATION 
105S4THST 

ARTESIA, NM 88210 
3. APlNotutxr 

304)25-38017 

4. Prcjxdy Codt 

33444 
5. Property Nans 

MERLE STATE UNIT 
« W«aHo. 

008 

7. Surface Location 
U l - L o l lot. Ha WStfae FtHEram IIWU» 

D 23 IDS 34E D 660 N 660 W LEA 

8. Pool Information 

Additional Well Information 
9. Wo* T?p« 

New Well 
10 Well Type 

OAS 
11. C«bk/RoUry 12. U « t Typ« 

State 
13. QroandLmlEtantfem 

4119 

14, ftfall^lt 

N 

15 Propw«4 D«pth 

12300 

16. y<wrmtfo& 

Mississippi Lmtestoi* 

17. CummLgr 18. SpadlX* 

Ptp&to DtarondwiKr 

45 >1000 
Pfco«c« to M € M L rata wtfsr 

>1000 

Pfc Ltar. Syifltttic 5< 12 mflsthkk O ^ T PS. Votana: 24000 bbls DriD»s Method: 

19. Proposed Casing and Cement Program 
Hob Size Casing Type Casing Weigjit/ft Setting Depth Sacks of Cement Estimated TOC 

Surf 17.5 13375 48 400 450 0 
M i 12.25 91525 40 4150 1400 0 
Prod 8.75 SS 17 12300 925 0 

Casing/Cement Program: Additional Comments 
rates Petroleum Corportalion proposes to drffl and test the Mississrppian/mlennediate formations. Approximately 400* of surface 
jasingwillbe set end cement escalated. Intermediate casing w£Q be set at 4150*. cement circulated to surface If commercial prodction 
sasing will be ran, perforated, aM stimulated esnse<M to gam production. 

Proposed Blowout Prevention Program 
Type Working Pressure Test Pressure Manufacturer 

DoubleRam 5000 5000 

afmykttowitdge (KdWirf. 

NMOCD (KU«Bt> Q t««unlpf l r ja t t5< er <n (attadMd) A m u f e * 
OCB-^mvcdpbra! 

OIL CONSERVATION DIVISION afmykttowitdge (KdWirf. 

NMOCD (KU«Bt> Q t««unlpf l r ja t t5< er <n (attadMd) A m u f e * 
OCB-^mvcdpbra! Approved By: Paul Kautz 
Printed Name: Electroruca% fifed by dusty bean Title: Geologist 
Title: Regulatory Tech Approved Date: 7/20/2006 | Expiration Dale: 7/20/2007 
Email Address: dustyb@ypcnm.com 
Date: 7/19/2006 Phone: 505-748-4364 Condrtsans of Approval Attacked 



District! State of New Mexico Form C-102 

1625 N. French Dr., Hobbs, NM 8B24D 
Phoiu:(j05) 393-6161 F»x:(505) 393-0720 
District n 

1301 W. d«nd Ave., Artesu.NM 8B210 
Phone :(505) 748-1283 Ftx:(505) 748-9720 

District m 

1000 Rio BTUDS Rd., ABM, NM 87410 
Ehone:(505)334-6178 Fui:(505)334-6170 

District IV 

1220 S. StFnncis Dr., SenttFe.NM87505 
Phone :(5Q5) 476-3470 Fuc:(505; 476-3462 

Permit 34526 

Energy, Minerals and Natural Resources 

Oil Conservation Division 

1220 S. St Francis Dr. 

Santa Fe, N M 87505 

WELL LOCATION AND ACREAGE DEDICATION PLAT 
1. API Number 

30-025-38017 
4. Property Code 

33444 

7. OGRID No. 

25575 

2. Pool Code 3. PoolNime 

Mississippian 

5. Property Ntme 

MERLE STATE UNIT 

8. Operator Name 

YATES PETROLEUM CORPORATION 

6. Well No. 

008 

9. FJevttion 

4119 

10. Surface Location 
UL - Lot 

D 
Section 

23 
Township 

10S 
Range 

34E 
Lot Idn Feet From 

660 
W/S Line 

N 
Feet From 

660 
E/WLine 

W 
County 

LEA 

11. Bottom Hole Location I f Different From Surface 
UL - Lot Section Township Range Lot Idn Feet From N/SLine Feet From EWLine County 

12. Dedictttd Am! 

320.00 
13. Joint or Infill 14. Consolidation Code 15. Order Ho. 

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN 
CONSOLIDATED OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION 

• 

OPERATOR CERTIFICATION 
I hereby certify that the information contained herein is 
true and complete to the best of my knowledge and belief] 
and that this organisation either owns a working interest 
or unleased mineral interest in the land including the 
proposed bottom hole location(s) or has a right to drill 
this well at this location pursuant to a contract with an 
owner of such a mineral or working interest, or to a 
voluntary pooling agreement or a compulsory pooling 
order heretofore entered by the division. 

E-Signed By: dusty bean 
Title: Regulatory Tech 
Date: 7/19/2006 

SURVEYOR CERTIFICATION 
I hereby certify that the wall location shown on this plat 
was plotted from field notes of actual surveys made by 
me or under my supervision, and that the same is true 
and correct to the best of my belief. 

Surveyed By: Hershal Jones 
Date of Survey: 7/18/2006 
Certificate Number: 3640 



Permit Comments 
Operator: YATES PETROLEUM CORPORATION , 25575 
Well: MERLE STATE UNIT #008 
API: 30-025-38017 

Created 
By 

Comment Comment 
Date 

dustyb 
Sources at YPC have relayed information to me that there wil l not be enough H2S found 
from the surface to the Mississippian formation to meet the QCD's minimum requirements for 
the submission of a contingency plan per rule 11B. 

7/19/2008 

dustyb 
BOPE PROGRAM: A 5000*' BOPE will be installed on the B.B2S" casing and tested daily for 
operational. 

7/18/20DB 

dustyb 
MUD PROGRAM: 0-400' Fresh Water Gel; 400'-2150' Fresh Water: 2150'-415Q' Red Bed 
Mud/Oil: 4150'-7650' Cut Brine: 7BS0'-11470' SW/6EL/Starch; 11470'-11046' 
SW/Gel/Starch/4-8% KCL: 11B46'-123DD' SW/GEL/Starch/4-0% KCL. 

7/1B/2QQH 



"Termit Conditions of Approval 
Operator: YATES PETROLEUM CORPORATION, 25575 
Well: MERLE STATE UNIT #008 
API: 30-025-38017 

OCD 
Reviewer Condition 

pkautz 
Pit construction and closure must satisfy all requirements of your approved plan, d.C.D. Rule 1Q.15.2.50, 
and the Pit and Belaui-Grade Tank Guidelines 

pkautz prior to any pit construction notify Gary Wink at 505-383-6191 ext 114 


