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1 HEARING EXAMINER: At t h i s time I c a l l Case 

2 No. 14495, A p p l i c a t i o n of Torch Energy Services, Inc. f o r 

3 Approval of a Unit Agreement, Roosevelt County, New 

4 Mexico. C a l l f o r appearances. 

5 MS. MUNDS-DRY: Good morning, Mr. Examiner. 

6 Ocean Munds-Dry w i t h the law f i r m of Holland and Hart, 

7 here rep r e s e n t i n g Torch Energy Services t h i s morning. And 

8 I am presen t i n g t h i s case by a f f i d a v i t . 

9 HEARING EXAMINER: Any other appearances? Okay. 

10 MS. MUNDS-DRY: Mr. Examiner, Torch seeks 

11 approval of the San Juan Mesa 4-30 Explo r a t o r y U n i t . 

12 This u n i t i s proposed t o be comprised of 9,160 

13 acres of State of New Mexico and fee lands, and i t i s 

14 lo c a t e d approximately 12 miles west of E l i d a , New Mexico. 

15 I f you look at your e x h i b i t packet, Torch 

16 E x h i b i t No. 1 i s the a f f i d a v i t of Louis Mazzullo, who i s 

17 the co n t r a c t petroleum g e o l o g i s t i d e n t i f y i n g the p r o j e c t . 

18 You w i l l see Attachment A t o the a f f i d a v i t i s a 

19 copy of the u n i t agreement. I t conforms t o the State Fee 

20 Land O f f i c e Form. 

21 I n the Unit Agreement, Torch proposes t o t e s t 

22 a l l formations from the surface t o the top of the 

23 Fusselman-Montoya Formation. This i s i n Roosevelt County. 

24 The i n i t i a l t e s t w e l l i s t o be loca t e d at a 

25 standard l o c a t i o n 660 f e e t from the n o r t h l i n e , and 660 
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1 f e e t from the east l i n e of Section 16, Township 4 South, 

2 Range 30 East t o t e s t a l l formations from the surface t o 

3 an approximate t o t a l depth of 8,600 f e e t . 

4 Attachment B t o the a f f i d a v i t i s a copy of the 

5 p l a t t o the Unit Agreement which i d e n t i f i e s the u n i t 

6 boundary. You also see i t denotes s t a t e and fee lands. 

7 Attachment C t o the a f f i d a v i t i s a copy of the 

8 ownership breakdown t h a t i s also E x h i b i t B t o the Unit 

9 Agreement. 

10 One hundred percent of the working i n t e r e s t i s 

11 committed t o the u n i t , and one hundred percent of the 

12 r o y a l t y i s made up of fee and State of New Mexico 

13 i n t e r e s t s . 

14 Attachment D t o the a f f i d a v i t , we continue t o go 

15 through the packet, i s a l e t t e r from the Commissioner of 

16 Public Lands g i v i n g p r e l i m i n a r y approval t o the formation 

17 of t h i s u n i t . 

18 Attachment E t o the a f f i d a v i t i s an isopach map 

19 of the Fusselman-Montoya Formation. I t shows poss i b l e o i l 

20 and gas traps i n the red shading, and poss i b l e l o c a t i o n s 

21 are shown by the yell o w s t a r s on the isopach. 

22 Attachment F t o the a f f i d a v i t i s a cros s - s e c t i o n 

23 AA Prime. I t shows three deep w e l l s i n the area. The 

24 primary t a r g e t s are carbonates i n the Fusselman-Montoya 

25 where they e i t h e r b u i l d up p o s i t i o n a l l y or tr u n c a t e 
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1 a g a i n s t s e v e r a l f a u l t s t h a t p u n c t u a t e t h e area. 

2 And f i n a l l y , Torch E x h i b i t No. 2 i s t h e AFE f o r 

3 t h e i n i t i a l t e s t w e l l showing d r y h o l e c o s t s o f $748,240, 

4 and a c o m p l e t i o n w e l l c o s t o f an a d d i t i o n a l $580,320. 

5 Mr. M a z z u l l o t e s t i f i e s t h a t t h e development o f 

6 t h i s u n i t area i s p u r s u a n t t o t h e u n i t p l a n , i s i n t h e 

7 be s t i n t e r e s t o f c o n s e r v a t i o n , t h e p r e v e n t i o n o f waste, 

8 and t h e p r o t e c t i o n o f c o r r e l a t i v e r i g h t s . 

9 And w i t h t h a t , Mr. Examiner, I would ask t h a t 

10 Torch E x h i b i t No. 1 and a l l o f i t s a t t a c h m e n t s , and 

11 E x h i b i t No. 2 be a d m i t t e d i n t o e v i d e n c e . 

12 HEARING EXAMINER: E x h i b i t 1 and a l l t h e 

13 a t t a c h m e n t s , and E x h i b i t No. 2 are a d m i t t e d . 

14 MS. MUNDS-DRY: And t h a t concludes my 

15 p r e s e n t a t i o n t h i s morning. 

16 HEARING EXAMINER: Mr. Brooks? 

17 MR. BROOKS: You s a i d t h a t one hundred p e r c e n t 

18 o f t h e w o r k i n g i n t e r e s t was committed and a l l o f t h e 

19 r o y a l t y was e i t h e r s t a t e o r f e e . You d i d n ' t say i f a l l 

20 t h e r o y a l t y i n t e r e s t s a re committed. 

21 MS. MUNDS-DRY: Yes, t h e y are committed. 

22 MR. BROOKS: Okay. Of course, t h e s t a t e would 

23 be, because t h e y would -- t h e s t a t e ' s g o i n g t o comit t o 

24 t h e i r -- t h e s t a t e i s g i v i n g p r e l i m i n a r y a p p r o v a l . But 

25 t h e one hundred p e r c e n t o f t h e f e e r o y a l t i e s are committed 
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1 t o o . 

2 MS. MUNDS-DRY: Excuse me, Mr. Brooks, I s h o u l d 

3 have s a i d t h a t t h e y a re a l l committed, yes. 

4 MR. BROOKS: Okay. F i n e . That's a l l I have. 

5 HEARING EXAMINER: So one hundred p e r c e n t o f t h e 

6 w o r k i n g i n t e r e s t and hundred p e r c e n t o f r o y a l t i e s a re 

7 committed, r i g h t ? 

8 MS. MUNDS-DRY: Yes, s i r . 

9 HEARING EXAMINER: W e l l , we s h o u l d n ' t be here i n 

10 t h e f i r s t p l a c e . Because t h a t ' s why we're here, t o make 

11 sure t h a t everybody i s t a k e n care o f . 

12 MS. MUNDS-DRY: Yes. We go t h r o u g h t h e 

13 f o r m a l i t i e s , don't we, Mr. Ezeanyim? 

14 HEARING EXAMINER: Yeah. L e t ' s go back t o t h a t 

15 attachment t o E x h i b i t 1, which i s t h e -- I don't remember 

16 what you c a l l e d i t . Where you had those s t a r s and you r 

17 r a t e . 

18 MS. MUNDS-DRY: Yes. 

19 HEARING EXAMINER: What i s t h a t ? 

20 MS. MUNDS-DRY: T h i s i s j u s t s i m p l y showing 

21 you -- t h e o i l and gas t r a p s are shown i n r e d . 

2 2 HEARING EXAMINER: Okay. 

23 MS. MUNDS-DRY: So t h i s i s showing s o r t o f where 

24 t h e y ' r e t a r g e t i n g . 

2 5 HEARING EXAMINER: Okay. And what i s t h e 
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1 f o r m a t i o n t h a t y ou're t a r g e t i n g ? j 

2 MS. MUNDS-DRY: I t ' s t h e Fusselman-Montoya i 

3 Form a t i o n • 

4 HEARING EXAMINER: Okay. I s t h i s o i l o r gas o r 

5 both? 

6 MS. MUNDS-DRY: That's what t h e y ' r e g o i n g t o 

7 f i n d o u t . 
j 

i 
8 HEARING EXAMINER: Okay. 

9 MS. MUNDS-DRY: And Mr. Ezeanyiam, I n o t i c e d j 

10 t h a t t h i s cross-section is sort of hard to read the well \ 

11 names, so i t may be b e s t t o send you an e l e c t r o n i c copy o f 

12 t h a t , b u t I showed you t h a t so you c o u l d r e a d i t w h i l e --

13 HEARING EXAMINER: I t ' s n o t necessary. 

14 MS. MUNDS-DRY: Okay. j 

15 HEARING EXAMINER: I f t h e r e i s n o t h i n g f u r t h e r , j 

16 Case No. 14495 w i l l be t a k e n under advisement. j 

17 MS. MUNDS-DRY: Thank you Mr. Examiner. j 

18 MS. MUNDS-DRY: Mr. Ezeanyim, I'm s o r r y , I know 

19 you t o o k t h e case under advisement, b u t my c l i e n t s j 

20 reminded me t h a t we would a p p r e c i a t e an e x p e d i t e d o r d e r i n 

21 t h i s m a t t e r . We do have some l e a s e s e x p i r i n g . j 

22 HEARING EXAMINER: When? j 

23 MS. MUNDS-DRY: August 1 0 t h . So i t ' s n o t a 

24 super r u s h j o b , b u t we do have some t i m i n g i s s u e s . 

25 HEARING EXAMINER: Okay, so August 1 0 t h . Okay. ! 
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1 MS. MUNDS-DRY: Thank you, Mr. Ezeanyim. j 

2 HEARING EXAMINER: Okay. j 

3 (Whereupon, the proceedings concluded.) I 

4 J 
5 ! 

6 1 
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