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HEARING EXAMINER: Call Case 9811.
MR. STOVALL: Application of Southland
Royalty Company for seven nonstandard gas proration
units, San Juan County, New Mexico.
HEARING EXAMINER: Appearances 1in this
cese?
MR. KELLAHIN: Mr. Examiner, I'm Ton
Kellahin of the Santa Fe lew firm of Kellahin,
Kellahin & Aubrey, appearinc on behalf of the
Applicant, and I have two witnesses to be sworn.
HEARING EXAMINER: Will the witnesses
please stand to be swornin.
(Witnesces sworn.)
ALAN ALEXANDER,
the witness herein, after having been first duly sworn
upon his ocath, was examined and testified as follows:
DIRECT EXAMINATION
BY MR. KELLAHIN:

0. Mr. Alexander, for the record, would you
pleacse state your name and occupation.

A. My name is Alan Alexander. I'm employed by
Meridian 0il Inc. 25 a senior land adviser in the
Farminoton, New Mexico, office.

Q. Mr. Alexender, have you on prior occasions

testified before the 0il Conservation Division of New
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Mexico and had your qualifications as a petroleum

landmen accepted and made a matter of record?

A. I have.

0. Would you identify for the examiner what
the relationship is between Meridian 0Oil Inc. and
Southland Royalty Company, who is advertised as the
applicaent in this case?

A. The Southland Royalty Company is the legal
entity. It's a wholly-owned subsidiary of Burlinaton
Resources Inc., 3s 1is Meridian 0Oil Inc. Meridian 0il
Inc. works as an agent for Southland Royelty Company.

0. Are you appearinag on behalf of both
Meridian then and Southland Royalty Company in this
application?

A. I am.

0. There is one proposed nonstandard proration

unit which is operated by another company. I believe

it's Northwest Pipeline?
A, That's correct.
0. Do you heve the consent and approval of

Northwest Pipeline to present on behalf of that
company request for that nonstandard proration unit
and its approvael as a Fruitland coal gas proration
unit?

A. I do.

CUMBRE COURT REPORTING
(505) 984-2244




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

MR. KELLAHIN: At this point, Mr. Examiner,
we tender Mr. Alexander as an expert petroleum
landman.

HEARING EXAMINER: He is so quelified.

0. (BY MR. KELLAHIN) Mr. Alexander, would you
take 2 moment and describe for the hearina examiner
how you have oracanized the exhibit book for
presentation at the hearinog?

A. Yes. Ag yvou will see, behind Tab No. 1, we
have included a copy of Mr. Kellahin's letter
transmitting the application. On the application
itself, you will see on page 2 that we have listed all
seven of the nonstandard spacing units.

And the book is organized in the same list
-- in the same consecutive order as the application
list, each of the nonstandard units.

0. Whet information is contained behind
Exhibit Tab No. 27?

A. Behind Exhibit Taeb No. 2, we have provided
the Commission with @ land plat that describes the
existino Mesa Verde or Dakote broration units in the
area of this application.

We've also indicated the prior orders that
establicsh these units both in New Mexico and in

Colorado.
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You will notice that the north side of all
seven of these proration units is the Colorado-New
Mexico state line.

0. Whet information is behind Tab No. 3, Mr.
Alexander?

A. Behind tab 3, we have included 211 of the
current C-102 formg that are on file with the
Commission, which also describe the proration units
and the acreage for each of the units and the well
locations.

0. And behind Taeb 4, what do we find?

A, Behind Tab 4, we have included the
nonstandard proration units or spacing unit offset
operator plats for each of the nonstandard spacing
units, which liste the offset operators or owners.
And they would be the same people we have contacted
either through transmittal from the Farmington office
or through Mr. Kellahin's transmittal of the
application.

0. Finally, behind Teb No. 5, what do we find?

A. Behind Tab No. 5 is a net coal thickness
map thet also describes each of the seven units that
we are hearina this mornina.

0. Let's oo back now, Mr. Alexander, and look

at the first displey behind Exhibit Tab No. 2. What

CUMBRE COURT REPORTING
(505) 984-2244




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

has necessitated the creation for various producinag
horizons of the nonstandard proration units alona the
northern porticn of this particular township?

A. All of the sections, each of the Sections 7
throuoh 12 are nonstandard sections in that they do
not contain 640 acres.

You will see from the plats that the north
half of the gsection is truncated in most instances.
There is a full, or close to 2 full south half in all
instances.

0. In lookinao at the various possibilities for
the conficguration of nonstandard proration units for
the Fruitland ccal gas production, can you find any
alternative conficuration for the seven nonstandard
proration units that's, in your opinion, any more
suitable than the one you've selected?

A, I do not believe there are any more
suitable than the ones we have selected. And we
believe they lend further credence because they do
follow existina revenue patterns that were established
for the Mesa Verde and/or Dakota units.

As the field rules provide, we believe that
the acreage is sufficient for each of the wells, and
that they can drain these size and shape units

adequately.
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Q. Let's start with the first nonstandard

proration unit in the west, which is Section 7. That

proposged nonstandard unit is all of Section 77?

that

pece

A. Thet 1is correct.

0. How many acregs are contained then within
nonstandard proration unit?

A. Section 7 contains 314.78 acres.

0. And you have taken that acreaage number from
2 of the application?

A. That 1is correct. We heve listed the

acreace for each of the nonstandard spacing units on

pace

2 of the application.

0. Have you independently verified to the best

of your ability that thaet proposed acreage dedication

ie accurate?

in.

drilled prior to obtaining approval of the nonstandard

proration unit?

A, Yes, I have.

Q. That is for the Trail Canyon No. 100 Well?

A. That is correct.

0. Whaet is the status of that well?

A. That well is drilled and completed and shut

It has not been tied into a pipeline.

0. What 1is the basis by which the well was

A. These wells were all permitted and the
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permite approved before the Basin Fruitland Coal Pool
wae established.

Most of these wells that are drilled were
drilled in mid-1988 or third guarter 1988, before the
field rules were established.

Q. These are orandfathered well locations then
pursuant to the Basin-Fruitland Coal Gas rules?

A. That's correct.

Q. And there are a number of these well

locations then that will be at unorthodox locations?

A. That is correct.

0 Under the current rules?

A. Under the current rules.

0 But they have been grandfathered?
A. That is correct.

O. Let's look at No. 7 now. That is a

completed well, the Trail Canyon No. 1002

A. Yes, sir.

0. What other formations or pools have the
same nonstandard proration unit configured for that
acreace?

A, All of Section 7 is the proration unit for
the Dakota well that is shown on the plat, which is
located riocht next to the Trail Canyocn No. 100 well.

0. The Trail Canyon No. 100 Well is identified

CUMBRE COURT REPORTING
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by the cas well symbol within the trianale?

A. That is correct.

0. And just below the triangle are the letters
"FC" which stands for?

A. Fruitland Coal, thet is correct.

Q. Let's to go Section 8, which is the next
section to the east. What is the acreage for that
nonstandard proration unit?

A. The acreacge contained in Section 8 is
375.07 acres.

Q. Has that nonstanderd proration unit been
used as a nonstaendard proration unit for any other
pool or formation?

A. Yes, it haes. It's used for the No. 1 Trail
Canyon Mesa Verde Well, which you will see is located
directly north of the Trail Canyon No. 101 Well. It's
the round symbol.

0. What is status of the Trail Canyon 101
Well?

A. It is drilled and completed and also shut
in. It is not tied into a pipeline.

0. What type of leases are we lookinag at when
we look at the leasehold interests in Sections 7 and
87

A, They are both federal leases.

CUMBRE COURT REPORTING
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0. Are they separate federal leases?
A, They are.
Q. Section 7 then igs one geparate federal

lease, and Section 8 is another separate federal

leacse?
A. That's correct.
0. As we move into Section 9, what is the name

of the well proposed for that spacing unit?

A. We have a proposed well in that Section 9
spacinag unit, and it's the San Juan 32-8 Unit No. 201
Well. This is the well that would be located upon
acreaace that is technically operated by Northwest
Pipeline Corporation.

However, it is located on & lease that's
100 percent owned by Meridien 0il Inc.

0. This is a spacino unit amona the seven that
does not have an existina Basin-Fruitland Coal Gas
well?

A. Thaet's correct.

0. Where is that well proposed to be located,
do you know?

A. At the current time, we simply have a
location somewhere in the southwest guarter.

Q. What is the acreadge to be dedicated to the

nonstandard unit in Section 9°?

CUMBRE COURT REPORTING
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A. Section 9, which is to be dedicated to the
proposed well, contains 382.84 acres.

Q. As we move into Section 10, the next
nonstandard proration unit does not contain all of
Section 10, does it?

A. No, eir, it does not. It contains the
western three/fourths of the section.

0. How many acres would be contained within
the next proposed nonstandard unit that includes part
of Section 1072

A. That would contain 290.69 net acres.

0. Is there en existing Basin-Fruitland Coal
Gas Well on that spaecing unit?

A. Yes, =gir, there is. It's the Reese Mesa
No. 102 Well.

Q. And the acreaage for that spascing unit is

what, Mr. Alexander?

A. It consists of the 290.69 acres.
Q. And the status of the well is what?
A, It is drilled, completed, and shut in. It

is not tied into & pipeline.

0. When we move to the next proposed
nonstandard unit to the east, it contains part of
Section 11 and then the balance of Section 107?

A. Yes, eir, that is correct.

CUMBRE COURT REPORTING
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0. That nonstandard unit is proposed for what
well?

A. That unit would be proposed for our -- that
unit, we do not have a well selection named for that
unit a2t the proposed time. It's listed as an
undesionated well in the application, which the
proration unit for that undesionated well would
congist of 293.65 acres.

0. Has that proposed nonstandard proration
unit for the undesicnated Basin-Fruitland Coal Gas
Well been utilized for other pools or other
formations?

A. Yes, it has. It has been utilized for the
Reege Mesa No. 4 Dakote Well, which yvou will see
located up in the north right-hand guadrant of the
section.

0. Let's move then to the next one to the
east, and how is that nonstandard proration unit
known?

A. That is the nonstandard proration unit that
we have desianated at this point in time for the Reese
Mesa No. 103 Well, which has not been drilled. And it
congists of 299.89 acres.

0. Has that well been staked or located?

A. It has been staked.

CUMBRE COURT REPORTING
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0. And the well location information is on o
subseguent display in the exhibit book?

A. Yes, sir, that's correct.

0. Has the proration unit you propose for the
Reese Mesa 103 Well been utilized for any other
formation or pool?

A. Yes, gir. It's been utilized for both the
No. 280 Reese Mesa~Mesa Verde Well which is located up
in the northwest gquadrant of the proration unit,
actually. It's over in the east half of Section 11.

It's also been utilized for the Reese Mesa
No. 2 Dekota Well, which you will see located up in
the north part of Section 12.

0. The last of the seven nonstandard proration
units that's proposed is for the balance of Section 12
then. How is that nonstandard unit identified?

A. It consists of the eastern three/fourths of
Section 12, and it ies listed as the Reese Mesa No. 104
Well, and it contains 322.34 net acres.

Q. What is the status of the Reese Mesa 104
Well?

A. The Reese Mesa No. 104 Well has been
drilled and completed. It ig currently shut in and
awaiting pipeline connection.

0. When we look at the individual information,

CUMBRE COURT REPORTING
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the C-102's, I believe they are filed behind Tab No.
37

A. Yes, sir.

0. Have you caused to be located on each of
those C-102's either the existino or proposed well
location for the Basin-Fruitland Coal Well?

A. That is correct.

Q. Mr. Alexander, let me show you what is
marked as Southland Exhibit No. 6, which is a
Certificate of Mailing. Attached to it are return
receipt cards.

If veu'll examine that for 2 moment and let
me know if we have identified and sent notice to all
of the offsgsettino operators, to each and every of the
seven nonstandard proration units (indicated)?

A. Yes, sir, I believe that we have notified
each of the parties that we have listed on our
nonstandard plats.

0. Have you received any objection from any of
those parties?

A. No, sir, we have not.

0. Have you received objection from anyone
with regards to the a2pproval of the seven nonstandard
proration units for the Fruitland Coal Gas production?

A. We have not.

CUMBRE COURT REPORTING
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MR. KELLAHIN: That concludes my
examination of Mr. Alexander.

I have an engineering witness to discuss
the information on Exhibit No. 5, Mr. Catanach, but
subject to his testimony, we would at this time move
the introduction of Exhibits 1 throuoch 6.

HEARING EXAMINER: Exhibits 1 throuaoh 6
will be admitted as evidence.

CROSS-EXAMINATION
BY HEARING EXAMINER:
Q. Mr. Alexander, let's go over thig briefly
one more time.

The first proration unit is all of Section

A. Yes, gir, that's correct.
0. 314.7 acres dedicated to the Trail Canyon

No. 100, 2lready drilled and completed?

A. Yes, ecir.

0. Section 7 is currently a Dakota nonstandard
unit?

A. Yes, cir.

Q. Do you know what order of proof that Dakota
needed?

A. I believe the order is described in

Commission Order R-3817 that was dated August 14,
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1969. I believe that particular order described -- it
talks ebout both the Dakota and the Mesa Verde
proration units, which coincide one with another and
cover these same nonstandard units.

0. All of these nonstandard units are covered
by that order?

A. Yes, gir. I have a copy of the order with
me if you would --

Q. Yes, could I 1look at that?

A. Yes.

CROSS-EXAMINATION
BY MR. STOVALL:

0. Mr. Alexander, while you're diocgina throuaoh
that, let me Jjust ask you a cguestion and make sure I
understand your notation on Tab 2.

You reference NSP Order 112-46 COCD? I
assume that's the Colorado 0il and Gas Conservation
Commicgion; is that correct?

A. I'm sorry, Mr. Stovall, I'm not followina

you here.

0. Down on the bottom of the first page behind
Tab 27?

A. Yes, sir.

0. -— Your plat there, you reference NSP Order
112-467

CUMBRE COURT REPORTING
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0. And that says COCD. Is that the Colorado
Commission; is that what that represents?

A. That's correct.

O. I 2ssume that relates to what appear to be
nonstandard units to the north of the state line?

A. Yes, sir, that's correct.

0. While the examiner is lookinag, I'll ask you
another question with relation to the ownership in
these seven nonstandard units you're proposing.

Do you know whether it's the game in all
the affected horizons, the Mesa Verde, Dakota,
Fruitland?

A. Yes, eir, I believe that it is. I haven't
made a2 detailed study of that, but from the records I
have looked at, the ownership is consistent throuagh
211 horizons.

CROSS-EXAMINATION |
-Continued-
BY HEARING EXAMINER:

0. Meridian will be the operator in all of
them except Section 9; is that correct?

A, You will see or should see listed that
since Southland Royalty Company is still a lecal

entity, we list them as the lecal operator. However,
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Meridian 0il Inc. does operate that with its

personnel, and we act as agent for Southland Rovalty.
0. Southland Royalty will operate all of those

except the one that comprises Section 9; is that

correct?

A. That's correct.
0. That's Northwest Pipeline?
A. Yes., sir. And we will probably ask them

for 2 designation of agent, which they have oranted us
in other cases, and we will probably operate that well
ourselves initially and then turn it over to them as
unit operator after it's completed.

0. All of your well locations that are
currently proposed or drilled, they're all
grandfathered in; is that correct? You're not asking
for eany unorthodox locations?

A. No, eir. It's my understanding that they
were all crandfathered in and accepted before the
basin field rules were put into effect.

0. Has Meridian operated the wells in the Mesa
Verde and Dakote on these proration units?

A. We are. Yes, gir, we are currently
operating those, acain on behalf of Southland.

Q. And has Meridian experienced any kind of

problems operatinag these odd-sized proration units?
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A, No, sir, we have not.

HEARING EXAMINER: That's all I have of
this witness.

CROSS-EXAMINATION
-Continued-
BY MR. STOVALL:

Gc. Another question I have is it appears as
you oo from Section 9 over to the unit that starts in
the west portion of Section 10 that your relative
acreage drops significantly because you now are
parcelinag up the section, if you will. The sections
appear to be rouchly the same size, but you're now not
including the whole section.

Do yvou have any feel, or should I ask your
engineer whether he has any feel on whether that would
heve any impact on correlative rioghts?

A. I do not believe that it has an impact on
correlative riohts. You will notice -- it may be
rather hard to extract that information from the plat
becauce it is small, but, actually, as we cgo to the
east, the sections increase in acres, and I suspect,
althouch the prior orders didn't clearly define the
fact, but since we are increasing in size, they
decided at Section 9 to start splittina up the

sections to not keep ogettina larger and larcer
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proration units because the acreace does increase as
you oo to the east.

0. Do vou heve any sense of the size of the
units on the Colorado side other than just eyeballing
it? Do you have any knowledge of it?

A. No, sir, I did not look up the acreage
specifically for those, but they are designed to be
within the normal rance of 320 acres, probably plus or
minus 25 percent.

HEARING EXAMINER: The witness may be
excused.

MR. KELLAHIN: Mr. Examiner, we would call
at this time Mr. Patrick Bent.

PATRICK BENT,
the witness herein, after having been first duly sworn
upon higs oath, was examined and testified as follows:
DIRECT EXAMINATION

BY MR. KELLAHIN:

Q. Mr. Bent, for the record, would you please
state your name and occupation.

A. My name is Patrick Bent, and I'm employed
by Meridian 0il Inc. a8 @ senior staff reservoir
encineer in Farminocton, New Mexico.

0. Mr. Bent, have you on prior occasions

testified before the Division as a reservoir engineer?

CUMBRE COURT REPORTING
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A. Yes., I have.

0. Have you made a study of the information
available to you in Meridian's files with regards to
the seven nonstendard proration units that are
proposed for approval by the examiner in today's
hearina?

A. Yes, I hoave.

MR. KELLAHIN: We tender Mr. Bent as an
expert reservoir encineer.
HEARING EXAMINER: He ig so gualified.

0. (BY MR. KELLAHIN) Mr. Bent, let's take a
moment, sir, and have you turn to the display that's
shown behind Exhibit Teb No. 5. And before we talk
about your study and your conclusions, would you
simply describe the exhibit for us?

A. The exhibit shows the sections both to the
north of the New Mexico border, the first portion of
Colorado, and the northern portion of New Mexico. It
indicates the seven nonstandard proration units that
we're asking approvael of.

It indicates also the wells and proposed
locations for those units.

0. On this display, someone has drawn some
contour lines. What type of contour lines are these?

A. Those contour lines are net coal thickness
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isopach lines. They indicate net coal thickness of
Fruitlend pay, and rance from 10 to 30 feet.

All seven prcration units are between the
20- and 30-foot rance.

0. Was the information that was utilized to
prepare the contour lines on the display information
that wes derived from the drilling of the wells within
the proration units that we're discussing?

A. Yes. The information was used to more
accurately define the contour lines. Offset well loas
were 2lso used in determinina net coal thickness and
the initial preparation and presentation of the
isopach mep.

C. Were you invelved in the oriaginal selection
and location of the -- I cuess there's five out of the
seven of these specinag units that have wells that have
been drilled on them?

A. Involved, yes. Not directly. It's another
enagineer who could not attend the specific area, but I

wae 1involved.

Q. How meny of these wells have actually been
drilled?

A. Four.

0. Let's identify which four they are.

A, In Section 7 to the west, Trail Canyon
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100. In Section 8, Trail Canyon 101. In Section --
the east quarter of 10 and west half of 11 -- excuse
me; I'm sorry -- the west three-qguarters of Section 10
the Reese Mesa 102. And the eastern three-guarters of

Section 12, the Reese Mesa 104.

0. Has the Reese Mesa 103 been drilled vyet?
A. No, it has nct.

Q. So that's just a location?

A, That is correct.

0. The proposed San Juan 32~-8 Unit 201 is

still @& proposed locaticn?

A. That is correct.

Q. And then we don't have a well yet for the
undecsionated acreace that's shown on the display?

A. That's correct, the well has not yvet been
preposed.

0. Have you reviewed the Meridian files and
discussced with those directly involved to determine in
your opinion the basis by which each of these four

wells was located?

A. Yes, I have.
Q. What did you determine?
A. The original basis for the location of the

wells was done in conjunction with our exploration

department and the reservoir department. It was based
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on primarily surfaced lineaments, structural features,
indicative of subsurface fracturinag, as well as on
partially on net coal thickness.

0. At the time these wells were staked and
drilled, you were operating under 160-acre spacing?

A. I believe thet's correct, yes, sir.

0. Looking at the proposed solution to chanace
or to approve nonstandard proration units that are
more consistent with 320-acre spacing, can you as a
reservoir enaineer reach a conclusion about whether or
not this is a suitable and reasonable solution for the
acreace assigned to eaclh of the wells?

A. We feel that this is the most suitable
resolution. The spacino of the wells that we have
drilled and the proposed locations we intend to drill,
I think will efficiently drain the acreage assigned to
those proposed spacing units.

0. Can you s=see any other reasonable solution
as a reservoir enagineer, Mr. Bent, to how to resolve
the odd-shaped and odd-sized sections, particularly
Section 12 and Section 11, other than what Meridian
and Southland have proposed?

A, No. I believe this is the most suitable
resolution.

Q. What is the current status of the Trail
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Canyvon 100 Well?

A. The Trail Canyon 100 has been drilled and
completed and is currently weiting tie-in to the

pipeline.

0. And the Trail Cenyon 101, what's the status
of that?
A. That well has been drilled and completed

5

and is currently waitino tie-in to the pipeline.
0. The Reese Meca 102, what's the status of

that one?

A. Drilled and completed, currently waitina
tie-in.

0. And the Reese Mesa 104, what's the status
of that?

A. Again, drilled and completed, currently

waitinag tie-in.
MR. KELLAHIN: That concludes any
examination of Mr. Bent, Mr. Catanach.
CROSS-EXAMINATION
BY HEARING EXAMINER:

Q. Mr. Bent, in your experience, have the
nonstandard proration units that yvou're proposing been
adequately drained by existinag Dakota and four Mesa
Verde wells?

A. I believe it has. This, acain, is not
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specifically my area as far as the more traditional
horizons are concerned. But it's our experience that,
ves, the Dakota wells ard the Mesa Verde wells have
sufficiently drained the proration units currently
ascsioned to those welles.

HEARING EXAMINER: I have no other
guestions.

CROSS-EXAMINATION

BY MR. STOVALL:

Q. Recardinag the pipeline connection, is there
goina to have to be a full cgatherina system built out
there, or will vou be able to use the gathering system
that currently exists fcr the Dakota basin?

A. I believe Meridian has plans to construct a
gathering system in the area. We do and are currently
tyinag in wells to other gathering systems in order to
produce the wells as quickly as we possibly can. I
think that eventually we would like to tie those into
our own Fruitland coeal cas cathering system.

0. When I 2sk that question, I'm assuming the
Dakota and Mesa Verde wells are connected to
somebody's gatherinag system at this time?

A. Yes, they are.

Q. Do you know whose that is? If you don't
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A. No, eir, I'm not sure.

Q. But it's not your intention to tie into
those systems, but rather to build a Meridian owned
and operated catherina system?

A. That's my understanding, that's correct.

HEARING EXAMINER: The witness may be
excused. Is there anything further in Case 981172

MR. KELLAHIN: No, sir.

HEARING EXAMINER: If not, it will be taken

under advisement, and let's take a ten-minute break.
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CERTIFICATE OF REPORTER

STATE OF NEW MEXICO )

COUNTY OF SANTA FE )

I, Deborah O'Bine, Certified Shorthand
Reporter and Notery Public, HEREBY CERTIFY that the
forecoina transcript of proceedinas before the 0il
Conservetion Division was reported by me; that I
caused my notes to be transcribed under my personal
supervision; and that the foregoing is a true and
accurate record of the proceedings.

I FURTHER CERTIFY that I am not a relative
or employee of any of the parties or attorneys
invelved in this metter and that I have no personal
interest in the final disposition of this matter.

WITNESS MY HAND AND SEAL November 25, 1989.

DEBORAH O'BINE
CSR No. 127

My commission expires: August 10, 1990
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