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1 STATE OF NEW MEXICO 
ENERGY, MINERALS, AND NATURAL RESOURCES DEPARTMENT 

2 OIL CONSERVATION DIVISION 

3 
IN THE MATTER OF THE HEARING CALLED 

4 BY THE OIL CONSERVATION DIVISION FOR 
THE PURPOSE OF CONSIDERING: 

5 CASE 15342 

14 

15 

ORIGINAL 

6 APPLICATION OF YATES PETROLEUM CORPORATION 
FOR APPROVAL OF AN EXPLORATORY UNIT 

7 AGREEMENT, LEA COUNTY, NEW MEXICO. 

9 

10 REPORTER'S TRANSCRIPT OF PROCEEDINGS 

11 EXAMINER HEARING 

12 July 9, 2015 

13 Santa Fe, New Mexico ^ r n 
fe: C.J 
O m 

BEFORE: WILLIAM V. JONES, CHIEF EXAMINER P Q 

16 GABRIEL WADE, LEGAL EXAMINER . ' W? : ^ 

17 'i'i, ^-h 
This matter came on f o r hearing before.,>£-he 

18 New Mexico O i l Conservation D i v i s i o n , Williaitr'-V. Jones, 
Chief Examiner and Gabriel Wade, Legal Examiner, on July 

19 9, 2015, at the New Mexico Energy, Minerals, and Natural 
Resources Department, Wendell Chino B u i l d i n g , 1220 South 

20 St. Francis Drive, Porter H a l l , Room 102, Santa Fe, New 
Mexico. 

21 
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1 (Time noted 9:19 a.m.) 

2 EXAMINER JONES: I t h i n k we have one more 

3 case today. I f you guys are ready, we w i l l c a l l case 

4 15342, which i s A p p l i c a t i o n of Yates Petroleum 

5 Corporation f o r approval of an ex p l o r a t o r y u n i t 

6 agreement, Lea County, New Mexico. Just l i k e the o l d 

7 days. 

8 C a l l f o r appearances. 

'9 MR. LARSON: Good morning, Mr. Examiner. 

10 Gary Larson of Hinkle Shanor on behalf of Applicant 

11 Yates Petroleum Corporation. 

12 I do not have any witnesses. 

13 EXAMINER JONES: Any other appearances? 

14 (No response.) 

15 MR. LARSON: May I approach. 

16 EXAMINER JONES: Yes, s i r . 

17 MR. LARSON: This case involves an 

18 a p p l i c a t i o n by Yates f o r approval of i t s Tomorrow State 

19 Exploratory U n i t . The proposed u n i t which comprises a 

20' t o t a l of 1,920.76 acres, more or les s , i s located i n a l l 

21 of sections 35, township 2 3 south, range 35 east, and 

22 a l l of se c t i o n 2, township 24 south, range 35 east i n 

23 Lea County approximately ten miles northwest of J a l . 

24 The proposed u n i t i s e n t i r e l y on s t a t e land. 

25 And Yates i s proposing t o t e s t a l l formations from the 
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1 surface t o the base of the Wolfcamp. I t ' s i n i t i a l t e s t 

2 w e l l , a h o r i z o n t a l p i l o t w e l l c a l l e d the Tomorrow State 

3 Unit No. 1, w i l l be d r i l l e d t o a depth of 11,900 f e e t , 

4 which w i l l allow Yates t o evaluate the e n t i r e T h i r d Bone 

5 Spring Sandstone. 

6 The primary o b j e c t i v e f o r the i n i t i a l t e s t 

7 w e l l i s the Basal Lower Brushy Canyon. And under i t s 

8 plan Yates intends t o extend Lower Brushy Canyon o i l and 

9 gas production i n t o an area where c u r r e n t l y there i s no 

10 production. 

11 And on the document marked as Yates 

12 E x h i b i t 1 i s the s e l f - a f f i r m e d statement of S t e r l i n g Fly 

13 I I I , who i s the Yates g e o l o g i s t responsible f o r the 

14 e x p l o r a t o r y u n i t . And i n a s e l f - a f f i r m e d statement, 

15 Mr. Fly describes the h o r i z o n t a l and v e r t i c a l l i m i t s of 

16 the proposed u n i t area. And he has attached seven 

17 e x h i b i t s t o the statement, a l l • of which are t r u e and 

18 c o r r e c t copies as he a t t e s t s . 

19 E x h i b i t A i s a copy of a u n i t agreement. 

2 0 E x h i b i t B i s a p l a t d e p i c t i n g the u n i t area. E x h i b i t C 

21 i s Yates' AFE f o r the i n i t i a l t e s t w e l l . The AFE 

22 i d e n t i f i e s the dry hole cost of $2,791,000 and a 

23 completed w e l l cost of $7,517,000. 

24 E x h i b i t D i d e n t i f i e s the leases i n working 

25 i n t e r e s t s i n the u n i t area. E x h i b i t E includes copies 
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1 of the t i m e l y hearing n o t i c e l e t t e r s sent t o the st a t e 

2 land o f f i c e and to Devon Energy Production Company, and 

3 the associated U.S.P.S. green cards. 

4 E x h i b i t F i s comprised of the hearing n o t i c e 

5 l e t t e r t h a t Yates sent t o Oxy Y-l Company and a l e t t e r 

6 from Oxy Y-l waiving i t s r i g h t t o receive n o t i c e of 

7 20 days p r i o r t o today's hearing and s t a t i n g t h a t Oxy 

8 Y-l does not oppose Yates' a p p l i c a t i o n . 

9 E x h i b i t G i s a l e t t e r from a commissioner of 

10 p u b l i c lands g r a n t i n g p r e l i m i n a r y approval of the 

11 proposed Tomorrow State Exploratory Un i t . 

12 E x h i b i t H i s an isopach map, showing the 

13 thickness of the primary o b j e c t i v e i n the Lower Brushy 

14 Canyon. Mr. Fly notes t h a t Yates' i n i t i a l t e s t w i l l be 

15 centered on the t h i c k area t o the east and o f f e r s h i s 

16 o p i n i o n t h a t the prospects f o r t h a t area are very good. 

17 The f i n a l e x h i b i t , E x h i b i t I , i s an east t o 

18 west cross s e c t i o n which h i g h l i g h t s the t a r g e t i n t e r v a l 

19 i n the Lower Brushy Canyon. 

20 And Mr. Fly also o f f e r s h i s o p i n i o n t h a t the 

21 approval of Yates' a p p l i c a t i o n w i l l r e s u l t i n the 

22 e f f i c i e n t recovery of hydrocarbons, prevent waste, and 

23 p r o t e c t c o r r e l a t i v e r i g h t s . 

24 And, f i n a l l y , Mr. Fly requests, because 

25 Yates i s fa c i n g an August 1 lease t e r m i n a t i o n date, t h a t 

PAUL BACA PROFESSIONAL COURT REPORTERS 
500 FOURTH STREET NW - SUITE 105, ALBUQUERQUE NM 87102 



Page 6 

1 the a p p l i c a t i o n be given expedited c o n s i d e r a t i o n . 

2 And w i t h t h a t I move the admission of Yates 

3 E x h i b i t 1. 

4 EXAMINER JONES: Yates E x h i b i t 1 i s 

5 admitted. 

6 (Yates Petroleum Corporation E x h i b i t 1 was 

7 o f f e r e d and admitted.) 

8 EXAMINER JONES: So d i d you say you had 

9 p r e l i m i n a r y approval from the s t a t e land o f f i c e ? 

10 MR. LARSON: Yes. 

11 EXAMINER JONES: And t h a t i s p a r t of t h i s 

12 e x h i b i t ? 

13 THE WITNESS: I t i s e x h i b i t — 

14 EXAMINER JONES: I must have went t o sleep 

15 there. 

16 MR. LARSON: I wasn't e n t h r a l l i n g you? 

17 EXAMINER JONES: A c t u a l l y , I enjoy i t --

18 'MR. LARSON: I t ' s E x h i b i t G. 

19 EXAMINER JONES: Okay. I t looks l i k e you 

20 got your p r o j e c t area there. 

21 We don't have any questions. We 

22 appreciate -- t e l l Mr. Moran we w i l l see him next time. 

23 MR. LARSON: I w i l l do t h a t . Thank you. 

24 EXAMINER JONES: Thank you. We w i l l take 

25 case 15342 under advisement. And the hearing i s 
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1 a d j o u r n e d . 

2 (Time n o t e d 9:30 a .m. ) 
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1 STATE OF NEW MEXICO ) 

2 ) SS . 

3 

4 

n 

COUNTY OF BERNALILLO ) 

O 

6 

7 REPORTER'S CERTIFICATE 

8 
I , ELLEN H. ALLANIC, New Mexico Reporter CCR 

9 No. 100, DO HEREBY CERTIFY t h a t on Thursday, July 9, 
2015, the proceedings i n the above-captioned matter were 

10 taken before me, t h a t I d i d r e p o r t i n stenographic 
shorthand the proceedings set f o r t h herein, and the 

11 foregoing pages are a t r u e and c o r r e c t t r a n s c r i p t i o n t o 
the best of my a b i l i t y and c o n t r o l . 

12 

13 
I FURTHER CERTIFY t h a t I am n e i t h e r employed by 

14 nor r e l a t e d t o nor contracted w i t h (unless excepted by 
the r u l e s ) any of the p a r t i e s or attorneys i n t h i s case, 

15 and t h a t I have no i n t e r e s t whatsoever i n the f i n a l 
d i s p o s i t i o n of t h i s case i n any co u r t . 
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