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STATE OF NEW MEXICO 

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: 

CASE NO. 14 5 94 

APPLICATION OF KEYSTONE PETROLEUM NM LLC 
FOR APPROVAL OF A UNIT AGREEMENT,. 
CHAVES COUNTY, NEW MEXICO, ORIGINAL 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 
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BEFORE: RICHARD EZEANYIM, Hearing Examiner f | p-H 
13 DAVID K. BROOKS, Legal Examiner i 
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15 February 17, 2011 

16 Santa Fe, New Mexico 

17 

18 This matter came on f o r hearing before the 
New Mexico O i l Conservation D i v i s i o n , RICHARD EZEANYIM, 

19 Hearing Examiner, and DAVID K. BROOKS, Legal Examiner, 
on Thursday, February 17, 2011, at the New Mexico 

2 0 Energy, Minerals and Nat u r a l Resources Department, 122 0 
South Str e e t Francis Drive, Room 102, Santa Fe, 

21 New Mexico. 

22 REPORTED BY: Lisa Reinicke 
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1 EXAMINER EZEANYIM: Let me go back t o 

2 page 1. I c a l l case number 14594. This i s the 

3 a p p l i c a t i o n of Keystone Petroleum New Mexico LLC f o r 

4 approval of a Unit Agreement, Chaves County. C a l l f o r 

5 appearances. 

6 MS. MUNDS-DRY: Good morning, Mr. Hearing 

7 Examiner. My name i s Ocean Munds-Dry w i t h the law f i r m 

8 Holland & Hart, LLC. I'm here rep r e s e n t i n g Keystone 

9 Petroleum New Mexico LLC t h i s morning, and I'm 

10 pres e n t i n g t h i s case by a f f i d a v i t . 

11 EXAMINER EZEANYIM: Any other appearances? 

12 MS. MUNDS-DRY: Mr. Hearing Examiner, t h i s 

13 morning I'm here presenting t o you the a p p l i c a t i o n of 

14 Keystone Petroleum New Mexico LLC f o r the approval of 

15 the West Newmill 4-26 e x p l o r a t o r y u n i t . The u n i t i s 

16 supposed t o be comprised of 4,960 acres of s t a t e and fee 

17 lands, and i t ' s located approximately 45 miles 

18 south-southeast of E l k i n s , New Mexico. 

19 Before you, Mr. Examiner, E x h i b i t Number 1 i s the 

20 a f f i d a v i t of Louis Mazzullo. He i s the co n t r a c t 

21 petroleum g e o l o g i s t from Keystone responsible f o r the 

22 u n i t . He i d e n t i f i e s the p r o j e c t i n h i s a f f i d a v i t . 

23 Attachment A t o the a f f i d a v i t i s a copy of the standard 

24 State/Fee Exploratory U n i t Agreement. The proposed 

25 t e s t i n g formation i s from the surface t o the top of the 
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1 Fusselman-Montoya formation. The i n i t i a l t e s t w e l l i s 

2 proposed t o be loc a t e d at a standard l o c a t i o n 760 f e e t 

3 from the south l i n e and 1980 f e e t from the west l i n e of 

4 Section 15, Township 4 South, Range 26 East t o t e s t a l l 

5 formations from the surface t o an approximate t o t a l 

6 depth of 6800 f e e t . 

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

8 p l a t , which i s the p l a t t h a t i s p a r t of the u n i t 

9 agreement which i d e n t i f i e s the u n i t boundaries. 

10 Attachment C t o the a f f i d a v i t shows you a copy of 

11 the ownership breakdown, approximately, and r e a l l y over 

12 96 percent of the working i n t e r e s t i s committed t o the 

13 u n i t . 

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

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

16 approval t o the formation of the u n i t . 

17 Attachment E t o the a f f i d a v i t i s Mr. Mazzullo's 

18 Fusselman-Montoya s t r u c t u r e map. I t shows a s t r u c t u r e 

19 on top of the Abo formation and also shows you -- and 

2 0 you can see the key here. I t shows you -- the c i r c l e s 

21 show you the p o t e n t i a l l o c a t i o n s f o r not only the Abo 

22 but f o r some secondary t a r g e t s i n the Strawn. 

23 Attachment F t o the a f f i d a v i t i s cross s e c t i o n A, 

24 A prime. This cross s e c t i o n shows the two deepest 

25 o b j e c t i v e s and the s t r u c t u r e s a f f e c t i n g the d i s t r i b u t i o n 

PAUL BACA PROFESSIONAL COURT REPORTERS 
3ddb14a8-104e-45c7-a9f7-f52da010f49f 



Page 5 

1 and d i s p o s i t i o n of p o t e n t i a l r e s e r v o i r s i n the 

2 Fusselman-Montoya and i n the Strawn. 

3 E x h i b i t 2 i s a copy of the AFE, which shows the 

4 dry hole and completed w e l l costs f o r the i n i t i a l t e s t 

5 w e l l . 

6 And, f i n a l l y , i n Mr. Mazzullo's a f f i d a v i t he 

7 t e s t i f i e s t h a t the development of t h i s gated area i s 

8 pursuant t o a u n i t p l a n . I t ' s i n the best i n t e r e s t of 

9 conservation, the pr e v e n t i o n of waste, and the 

10 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 . 

11 With t h a t , Mr. Examiner, I move t o admit 

12 E x h i b i t Number 1, i t s attachments, and E x h i b i t Number 2. 

13 EXAMINER EZEANYIM: E x h i b i t Number 1 and i t s 

14 attachments and E x h i b i t Number 2 w i l l be admitted. 

15 Do you have any questions? 

16 [ E x h i b i t s 1 and 2 admitted.] 

17 EXAMINER BROOKS: I s t h i s a l l s t a t e land? 

18 MS. MUNDS-DRY: No. There's some fee lands 

19 i n the u n i t w e l l . 

2 0 EXAMINER EZEANYIM: What i s the depth? 

21 MS. MUNDS-DRY: The t o t a l depth i s proposed 

22 t o be at 6800 f e e t . 

23 EXAMINER EZEANYIM: On the Fusselman? 

24 MS. MUNDS-DRY: Uh-huh, yes. 

2 5 EXAMINER EZEANYIM: And 96 percent of owners 
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have committed? 

MS. MUNDS-DRY: Yeah, i t ' s a l i t t l e over 

96 percent. 

EXAMINER EZEANYIM: Anything f u r t h e r ? 

MS. MUNDS-DRY: Nothing f u r t h e r . 

EXAMINER EZEANYIM: Okay. At t h i s p o i n t 

case number 14594 w i l l be taken under advisement. 

MS. MUNDS-DRY: Thank you, Mr. Examiner. 

[Case 14594 taken under advisement.] 

. . . . . . . . . i i , , v . i Q r i - ' i ' Q i i l i i t * 
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3 I , L i s a R e i n i c k e , New Mexico P r o v i s i o n a l 

4 R e p o r t e r , L i c e n s e #P-405, w o r k i n g under t h e d i r e c t i o n 

5 and d i r e c t s u p e r v i s i o n o f Paul Baca, New Mexico CCR 

6 L i c e n s e #112, O f f i c i a l Court R e p o r t e r f o r t h e US 

7 D i s t r i c t C o u r t , D i s t r i c t o f New Mexico, do hereby 

8 c e r t i f y t h a t I r e p o r t e d t h e f o r e g o i n g p r o c e e d i n g s i n 

9 s t e n o g r a p h i c s h o r t h a n d and t h a t t h e f o r e g o i n g pages are 
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