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ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

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, LEA COUNTY, 
NEW MEXICO. 

CASE NO. 144 04 

REPORTER'S TRANSCRIPT OF PROCEED 

EXAMINER HEARING 

December 17, 2009 
Santa Fe, New Mexico 

o 

r-o 
oo 

> 

CA 

"JD 
c n 
c~:> 
f r i 
r n 
CP 
O 
r—! 

BEFORE WILLIAM P. 
DAVID BROOKS: 

Hea r i n g Examiner 
T e c h n i c a l A d v i s o r 

T h i s m a t t e r came f o r h e a r i n g b e f o r e t h e New Mexico 
O i l C o n s e r v a t i o n D i v i s i o n , W i l l i a m P. Jones H e a r i n g 
Examiner, on December 17, 2009, a t t h e New Mexico Energy, 
M i n e r a l s and N a t u r a l Resources Department, 1220 South S t . 
F r a n c i s D r i v e , Room 102, Santa Fe, New Mexico. 

REPORTED BY: PEGGY A. SEDILLO, NM CCR NO. 88 
Paul Baca Court R e p o r t e r s 
500 F o u r t h S t r e e t , NW, S u i t e 105 
Albuquerque, NM 87102 
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1 HEARING EXAMINER: We'll c a l l Case No. 144 04, 

2 a p p l i c a t i o n of Yates Petroleum Corporation f o r approval of 

3 a u n i t agreement i n Lea County, New Mexico. C a l l f o r 

4 appearances. 

5 MS. MUNDS-DRY: Good morning, Mr. Jones, Ocean 

6 Munds-Dry of the Law Firm Holland and Hart here 

7 representing Yates Petroleum Corporation t h i s morning. 

8 I'm presenting t h i s case by a f f i d a v i t . 

9 HEARING EXAMINER: Any other appearances? 

10 MS. MUNDS-DRY: Mr. Jones, Yates seeks approval 

11 of the Caravan Exploratory U n i t s . I t ' s comprised of 1,600 

12 acres of s t a t e of New Mexico lands, and i s located 

13 approximately 24 miles northwest of J a l . 

14 E x h i b i t No. 1 i s the a f f i d a v i t of D'Nese Fly, 

15 who i s a petroleum g e o l o g i s t employed by Yates who i s 

16 responsible f o r the formation of the proposed u n i t . Yates 
17 i s the designated u n i t operator under the u n i t agreement. j 

18 The i n i t i a l u n i t w e l l w i l l be d r i l l e d at a 

19 standard l o c a t i o n 660 fe e t from the n o r t h l i n e , and 1,980 

20 f e e t from the east l i n e of Section 32 of Township 24 

21 south, Range 33 east, in'Eddy County, New Mexico, w i t h a 

22 proposed t o t a l depth of 14,750 f e e t . 

23 On Attachment A t o t h i s a f f i d a v i t i s a copy of 

24 the u n i t agreement. This agreement i s on the standard 

25 State Land O f f i c e s t a t e fee agreement form. 
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1 Attachment B i s the p l a t t o the u n i t agreement 

2 t h a t shows the boundaries of the Caravan State Exploratory 

3 Uni t , which i s proposed t o consist of the west h a l f of 

4 Section 28, a l l of Section 32, and a l l of Section 33. 

5 Attachment C t o the a f f i d a v i t i s E x h i b i t B t o 

6 the u n i t agreement and shows the working i n t e r e s t s and 

7 r o y a l t y breakdown f o r the u n i t . 

8 A hundred percent of the working i n t e r e s t i s 

9 committed t o the u n i t , and a hundred percent of the 

10 r o y a l t y i s owned by the State. 

11 Yates and the Yates e n t i t i e s hold about 60 

12 percent of the working i n t e r e s t , and the r e s t of the 

13 i n t e r e s t owners have committed t h e i r i n t e r e s t . 

14 Attachment D t o the a f f i d a v i t i s the l e t t e r from 

15 the Commissioner of Public Lands g i v i n g p r e l i m i n a r y 

16 approval f o r the u n i t . 

17 Attachment E t o the a f f i d a v i t i s an Upper 

18 Wolfcamp carbonate isochore map and i t shows a north/south 

19 t r e n d , as Ms. Fly t e s t i f i e s , t h a t i s expected t o be 
20 encountered w i t h i n an approximate 50 fe e t of t h a t I 

21 carbonate. 

22 Attachment F t o the a f f i d a v i t i s a Lower 

23 Wolfcamp carbonate isochore map, and t h a t shows the 

24 channel d i v e r g i n g toward the eastward channel of the 

25 Johnson Ranch f i e l d , which i s f u r t h e r discussed i n her 
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1 a f f i d a v i t . 

2 Attachment G t o the a f f i d a v i t i s a combination 

3 of the Upper and Lower Wolfcamp zones showing the 

4 d i s t r i b u t i o n of carbonates i n the proposed u n i t . 

5 Yates E x h i b i t No. 2 i s the a u t h o r i t y f o r 

6 expenditure. As you can see on the AFE, the proposed 

7 completed w e l l costs w i l l be $3,597,800. 

8 And E x h i b i t 3 i s the a f f i d a v i t of p u b l i c a t i o n . 

9 One matter t o b r i n g t o your a t t e n t i o n , 

10 Mr. Jones, y o u ' l l see i n Ms. Fly's a f f i d a v i t t h a t she 

11 discusses t h a t they.plan t o d r i l l t o the Atoka. We 

12 advertised t h a t we would be going t o the base of the 

13 Wolfcamp. 

14 So at the conclusion of my testimony here, I ' l l 

15 ask t h a t t h i s matter be continued so t h a t we can 

16 re a d v e r t i s e t o c o r r e c t t h a t l i s t t o the Atoka and not the 

17 Wolfcamp. 

18 F i n a l l y , Ms. F l y t e s t i f i e s t h a t the development 

19 of t h i s u n i t area pursuant t o a u n i t plan i s i n the best 

20 i n t e r e s t of conservation, prevention of waste, and the 

21 p r o t e c t i o n of c o r r e l a t i v e r i g h t s . 

22 And w i t h t h a t , Mr. Jones, I ' d ask t h a t Yates 

23 E x h i b i t s 1, along w i t h i t s attachments, and E x h i b i t s 2 and 

24 3 be admitted i n t o evidence. 
25 HEARING EXAMINER: Yates E x h i b i t 1 and a l l i t s 
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1 attachments, and E x h i b i t s 2 and 3 are admitted. 

2 MS. MUNDS-DRY: And Mr. Jones, we would ask t h a t 

3 t h i s matter be continued u n t i l the January 7th docket so 

4 t h a t we can rea d v e r t i s e t h i s . 

5 HEARING EXAMINER: Okay. This Wolfcamp i s -- I 

6 never heard of an isochore map. 

7 MS. MUNDS-DRY: Neither have I , Mr. Jones. That 

8 makes two of us. 

9 MR. BROOKS: A c t u a l l y , I guess i f you're going 

10 t o r e a d v e r t i s e , you need t o continue i t t o the 21st 

11 because i t ' s not 20 days between now and January 7th. 

12 MS. MUNDS-DRY: So t o the 21st. Thank you, 

13 Mr. Brooks. 

14 HEARING EXAMINER: Okay, so the 21st, which 

15 i s -- I s t h a t going t o be a f u l l docket? 

16 MR. BROOKS: That's going t o be a consent 

17 docket. This i s a consent case. Uncontested, seems l i k e . 

18 HEARING EXAMINER: The only other t h i n g i s 

19 whether the Wolfcamp i s p r o j e c t e d t o be gas or o i l , and 

20 t h i s would be f o r my own in f o r m a t i o n , and they're probably 

21 j u s t going t o f i n d whatever they f i n d . 

22 MS. MUNDS-DRY: That's probably r i g h t . 

23 HEARING EXAMINER: Whatever they f i n d t h e y ' l l 

24 produce. Okay. Well, w i t h t h a t , w e ' l l j u s t continue Case 

25 14404 t o January 21st. 
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1 MS. MUNDS-DRY: Thank y o u , Mr . Examiner . 
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7 I , PEGGY A. SEDILLO, C e r t i f i e d Court 
7 
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9 Court R e p o r t e r s do hereby c e r t i f y t h a t t h e 
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10 f o r e g o i n g t r a n s c r i p t i s a complete and a c c u r a t e 
10 
11 r e c o r d o f s a i d p r o c e e d i n g s as t h e same were 
11 
12 r e c o r d e d by me o r under my s u p e r v i s i o n . 
12 
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