STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING:

APPLICATION OF YATES PETROLEUM

CORPORATION FOR APPROVAL OF A

UNIT AGREEMENT, EDDY COUNTY,

NEW MEXICO. Case No. 14473

SUPPLEMENTAL AFFIDAVIT OF D’NESE FLY

STATE OF NEW MEXICO )
) ss.
COUNTY OF EDDY )
| I, D’nese Fly, being first duly sworn, state as follows:

1. I am the Yates Petroleum Corporation (“Yates”) geologist responsible for the
Herradura Unit. I am submitting this affidavit in support of Yates’ motion to reopen the case and
its request that the Division issue an amended order recognizing that thé unitized interval of the
Herradura Unit includes all formations from the surface to the base of the Precambrian
formation.

2. I am the same D’nese Fly who previously submitted an affidavit supporting
Yates’ application for approval of the Herradura Exploratory Unit Agreement. That affidavit
was admitted as Yates Exhibit No. 1 at the hearing in this case conducted on May 27, 2010.

Following the uncontested hearing, the Division Director issued Order No. R-12370 approving

Yates’ application.
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3. In my initial affidavit, I stated that Yates proposed the formation of the Herradura
Unit “to test all formations from the surface to the Bone Spring formation,” and that Yates’
“primary target is the Bone Spring formation”. Affidavit of D’nese Fly at 1-2, 9 2; id. at 3, 12
(emphasis added). 1 also identified Yates’ initial unit well, the Herradura Unit #1H horizontal
well, which will be drilled to an approximate depth of 6,500 feet to test all formations from the
surface into the Bone Spring formation. /d. at 2, g 3.

4, Typically, Yates drills the initial test well required by a unit agreement to a depth
that is shallower than the full vertical extent of the unit.

5. In this instance, the BLM Unit Agreement for the Herradura Unit requires that,
within six (6) months, Yates must drill an adequate test well until the Bone Spring formation has
been tested. The Unit Agreement provides that Yates shall not be required to drill the initial test
well to a depth in excess of 6,500 feet.

6. When [ prepared my initial affidavit, I was aware that Yates’ application for
approval of the Herradura Explorz}tory Unit Agreement requested the Division to approve the
unit agreement for all formations from the surface to the base of the Precambrian formation. See
Application at 1, § 1. By identifying the anticipated depth of the initial test well required by the
Unit Agreement, [ did not intend to alter the unitized interval identified in Yates” application, or
in any way give the Division the impression that Yates sought to reduce the unitized interval.

7. | Order No. R-13270 approves the Herradura Exploratory Unit Agreement for all
oil and gas in all formations from the surface to the base of the Bone Spring formation (rather
than the base of the Precambrian formation, as requested in Yates’ application). An amended

order recognizing that the unitized interval includes all formations from the surface to the base of

[\



the Precambrian formation will afford Yates the opportunity to potentially recover hydrocarbons
at depths below the base of the Bone Spring formation

3. Amending Order No. R-12370 to recognize that the unitized interval of the
Herradura Unit includes all formations from the surface-to the base of the Precambrian formation
will enable Yates to more effectively recover hydrocarbons in the unit area and will serve to
prevent waste and protect correlative rights within the lands assigned to the unit area.

FURTHER AFFIANT SAYETH NAUGHT.

\J\e S 1 /s/

D’nese Fly /

SUBSCRIBED AND SWORN before me on this SCSW‘ day of October 2010.
2y OFFICIAL SEAL.
A Nancy Elrod

NOTARY PUBLIC-STATE OF NEW MEXICO
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My commission expires:—-—em=mmsSZ= Notary Public

My Commission Expires:
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