A

Y S. P. YATES
I E 5 CHAIRMAN OF THE BOARD

MARTIN YATES, 1l

JOHN A. YATES
1912 1985 PETROLEUM PresicenT

FRANK W. YATES / E u RFDR H T l n N PEYTON YATES
1936 - 1986 -1 1AM __LAXE NN EXECUTIVE VICE PRESIDENT

RANDY G. PATTERSON
SECRETARY
105 SOUTH FOURTH STREET DENNIS G. KINSEY
ARTESIA, NEW MEXICO 88210-2118 TREASURER

TELEPHONE (505) 748-1471

March 1, 2004

Lori Wrotenbery, 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 Enhanced Oil Recovery
Project Qualification for the Recovered Oil Tax Rate for the North Dagger
Draw Upper Pennsylvanian Unit Area, Eddy County, New Mexico

Dear Ms. Wrotenbery:

Yates Petroleum Corporation hereby makes application to qualify the North Dagger
Draw Upper Pennsylvanian Unit for the recovered oil tax rate as authorized by the
Enhanced Oil Recovery act. Yates Petroleum Corporation proposes to commence the
recompletion and/or conversion of wells to implement a waterflood project in this unit
and is making application pursuant to the rules promulgated by Commission Order No.
R-9708 entered on August 27, 1992.

In accordance with Order No. R-9708, Yates Petroleum Corporation provides the
following information:

A. Operator’s name and address:

Yates Petroleum Corporation
105 South Fourth Street
Artesia, New Mexico 88210

BEFORE THE OIL CONSERVATION DIVISION
Santa Fe, New Mexico
Case Nos. 13227/13228 Exhibit No. 21
Submitted by:
Yates Petroleum Corporation
Hearing Date: March 4 2004
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B. Description of Project Area:
1. A plat showing the project area is attached hereto as Exhibit “A”.
2. Description of Project Area:

TOWNSHIP 19 SOUTH, RANGE 25 EAST, NMPM

Sections 16 and 17: AllL

Section 18: S/2, S/2 NE/4, SE/4 NW/4,
NE/4 NE/4

Section 19 through 21: All

Sections 28 through 30: All
The proposed project will impact the entire Unit Area and is more accurately identified as
the injection well patterns shown on Exhibit “A” that includes the wells listed on Exhibit
“B,’.
3. Total Acres in project area:
The North Dagger Draw Upper Pennsylvanian Unit contains a total
of 5612.95 acres, more or less, of federal, state and fee lands. The
project area is shown on Exhibit “A”.
4, Name of the subject pool and formation:
The North Dagger Draw Upper Pennsylvanian Unit is within the
North Dagger Draw Upper Pennsylvanian Pool. The unit includes
the Canyon Carbonate formation. Exhibit “C” is the type log
identified in the Unit Agreement.

C. Status of operations in the project area:

1. The area which is the subject of this application is currently being
developed with primary production operations.

D. Method of recovery to be used:
1. Injection fluids: Produced water
E. Description of project:
1. Exhibit “B”, attached hereto, lists all producing wells within the

project area and provides the section, township, range and footage
location of each.



2. Exhibit “B” also identifies all injection wells in the project area.
An application for Authorization to Inject will be filed for each
proposed new injection well on Division Form C-108.

3. Capital costs of additional facilities: Approximately $ 1,340,000.

4. Total project costs: Approximately $ 7,301,200.

5. Estimated total value of additional production that will be recovered
as a result of this project:

An additional 2.2 MMBbls and 4.4 BCF at an average price of
$26.00 per bbl and $4.33 per Mcf = $76 Million.

6. Anticipated date for commencement of injection: July, 2004.

7. Type of fluid to be injected and anticipated volume:

Water will be injected at an anticipated daily rate of 2500 BPD per
injection well in the project area.

Project history and Forecast:

See production curve marked as Exhibit “D” which shows the
production history and forecast, respectively, for the project area.

Yates Petroleum Corporation requests that this application be set for hearing and, if no
objections are received, that it be approved.

Exhibit A:
Exhibit B:
Exhibit C:
Exhibit D:

Very truly yours,

byl R

Yates Pétroleum’ Corporation

Plat of Project Area

Table of Wells in the Project Area

Type Log

Historical Production Curve and Production Forecast



Yates Petroleum Corporation
North Dagger Draw Upper Pennsylvanian Unit
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TYPE LOG- CANYON CARBONATE PAY
NORTH DAGGER DRAW PROPOSED UNIT AREA
EDDY COUNTY, NEW MEXICO

30015284140000

YATES PETROLEUM CORP
VANN "APD" 1
660 FNL/660 FWL
TWP: 19 S - Range: 25 E - Sec. 21
Cum Oil All Zones: 455371 bbls
Cum Gas All Zones: 549296 MCF
Cum Water All Zones: 640689 bbls
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