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1 HEARING EXAMINER: I ' l l c a l l the next case, 

2 1 No. 9750, which i s the a p p l i c a t i o n of M e r i d i a n O i l , 

3 I n c . , f o r compulsory p o o l i n g , San Juan County, New 

4 Mexico. 

5 , At t h i s time I ' l l c a l l f o r appearances. 

6 i MR. KELLAHIN: Mr. Examiner I'm Tom 

7 K e l l a h i n of the Santa Fe law f i r m of K e l l a h i n , 

8 K e l l a h i n & Aubrey, appearing on b e h a l f of the 

9 A p p l i c a n t . 

10 ; HEARING EXAMINER: Are t h e r e any ot h e r 

11 • appearances i n t h i s m a t t e r ? 

12 MR. LOPEZ: Mr. Examiner, my name i s Owen 

13 Lopez w i t h the H i n k l e law f i r m i n Santa Fe , New 

14 Mexico, appearina on b e h a l f of Richmond Petroleum, 

15 I n c . , and we're appearing i n support of Me r i d i a n ' s 

16 a p p l i c a t i o n . 

17 HEARING EXAMINER: Do you have any 

18 w i t n e s s e s , Mr. Lopez? 

19 MR. LOPEZ: No, we do n ' t . 

20 j HEARING EXAMINER: Thank you, Mr. Lopez. 

21 ; Are t h e r e any ot h e r appearances i n t h i s 

22 \ matter? 

23 Mr. K e l l a h i n , was t h i s case heard once 

24 before? 

25 MR. KELLAHIN: Mr. Examiner, t h i s case was 
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1 ; heard as o r i g i n a l l y f i l e d under the Case No. 9750. I t 
I 

2 ! was heard on September 6. This was one of the 
j 

3 I c o n s o l i d a t e d cases i n o p p o s i t i o n t o Richmond 

4 Petroleum. 

5 At the time the case was o r i g i n a l l y 

6 ; p r e s e n t e d , we proposed the same w e l l l o c a t i o n as we're 

7 , p r o p o s i n g today, but the c o n f i g u r a t i o n of the 

8 F r u i t l a n d c o a l gas p r o r a t i o n u n i t was a nonstandard 

9 p r o r a t i o n u n i t i n s o f a r as i t i n c l u d e d p o r t i o n s of 

10 S e c t i o n 9 as w e l l as Se c t i o n 8. 

11 Subsequent t o the h e a r i n g t h e n , on 

12 September 13, we have amended our a p p l i c a t i o n , 

13 : r e t a i n e d the same case number. The amended 

14 a p p l i c a t i o n sought t o a l t e r the spacing u n i t so t h a t , 

15 as i t now i s proposed t o you, i t c o n s i s t s of what i s 

16 the e q u i v a l e n t of the west h a l f of Se c t i o n 9. 

17 Pursuant t o t h a t amendment, Mr. Alan 

18 Alexander of M e r i d i a n , as t h e i r landman, has 

19 c i r c u l a t e d new n o t i f i c a t i o n s t o a l l p a r t i e s . And t o 

20 the best of our knowledge, we have no o b j e c t i o n t o the 

21 amended spacing u n i t t o be d e d i c a t e d t o the A l l i s o n 

22 No. 5 W e l l . 

23 HEARING EXAMINER: Mr. K e l l a h i n , t h e r e i s a 

24 s p e c i f i c w e l l l o c a t i o n . Was the w e l l l o c a t i o n 
25 presented or proposed at the September 6 h e a r i n g the 
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1 same as the one a d v e r t i s e d today? 

2 MR. KELLAHIN: Yes, Mr. Examiner. The w e l l 

3 l o c a t i o n i s t o be 900 f e e t from the south l i n e and 

4 1490 f e e t from the west l i n e o f S e c t i o n 9. I t i s my 

5 ' u n d e r s t a n d i n g t h a t i s s t i l l a standard w e l l l o c a t i o n . 

6 : HEARING EXAMINER: So the o n l y d i f f e r e n c e 

7 i s the p r o r a t i o n u n i t i s now w i t h i n a s i n g l e s e c t i o n , 

8 being S e c t i o n 9, being the west h a l f e q u i v a l e n t ; i s 

9 t h a t c o r r e c t ? 

10 MR. KELLAHIN: Yes, s i r . And we s t i l l need 

11 | the compulsory p o o l i n g p r o v i s i o n s w i t h regard t o the 

12 agents i n the west h a l f of S e c t i o n 9. 

13 HEARING EXAMINER: Would the w i t n e s s please 

14 stand and be sworn? 

15 MR. KELLAHIN: Mr. Alexander i s sworn from 

16 the p r i o r case, and i f i t ' s a c c e p t a b l e t o the 

17 Examiner, may the r e c o r d r e f l e c t he i s s t i l l under 

18 oath and has been q u a l i f i e d on p r e v i o u s occasions as a 

19 pet r o l e u m landman? 

20 ; HEARING EXAMINER: Let the r e c o r d so show. 

21 Mr. K e l l a h i n , you may c o n t i n e . What's the 

22 witnesses name a g a i n , Mr. K e l l a h i n ? 

23 ; MR. KELLAHIN: Alan Alexander. 

24 ALAN ALEXANDER, 

25 ; the wit n e s s h e r e i n , a f t e r h a ving been f i r s t d u l y sworn 
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1 upon h i s o a t h , was examined and t e s t f i e d as f o l l o w s : 

2 DIRECT EXAMINATION 

3 j BY MR. KELLAHIN: 

4 Q. Mr. Alexander, f o r the r e c o r d , would you 

5 j please s t a t e your name and o c c u p a t i o n . 

6 A. My name i s Alan Alexander. I'm employed by 

7 M e r i d i a n O i l , I n c . , i n the Farmington o f f i c e as a 

8 ; Senior Landman. 
i 

9 : Q. Subsequent t o the h e a r i n g of t h i s case as 

10 j c o n s o l i d a t e d w i t h c e r t a i n Richmond Petroleum cases at 
j 

11 the h e a r i n g on September 6, d i d you pursue d i s c u s s i o n s 

12 w i t h Richmond Petroleum w i t h regards t o a proposed 

13 ; s e t t l e m e n t of the d i s p u t e between the companies? 

14 A. I d i d . 

15 Q. As p a r t of t h a t s e t t l e m e n t , have you 

16 pursued the c o n s o l i d a t i o n of acreage t o reform the 

17 spacing u n i t f o r the A l l i s o n 135 w e l l so t h a t i t 

18 c o n s i s t e d of the e q u i v a l e n t of the west h a l f of 

19 S e c t i o n 9 of the s u b j e c t township and range? 

20 A. I d i d . 

21 Q. Let me have you t u r n t o the package of 

22 i n f o r m a t i o n shown f o r today's h e a r i n g . I t ' s an 

23 e x h i b i t book marked as "October 4 Hearing." 

24 Would you t u r n t o the i n f o r m a t i o n shown 

25 behind what i s marked as E x h i b i t No. 1? What i s t h a t , 
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1 s i r ? 

2 A. This i s the a p p l i c a t i o n of the M e r i d i a n O i l 

3 f o r compulsory p o o l i n g f o r the A l l i s o n U n i t Com No • 

4 135 Well . 

5 Q. This w i l l be the amended a p p l i c a t i o n ? 

6 A. That i s c o r r e c t . 

7 Q. Pursuant t o the p r e p a r a t i o n of t h a t 

8 : a p p l i c a t i o n , d i d you s a t i s f y y o u r s e l f t h a t t h a t 

9 a p p l i c a t i o n c o n t a i n e d an ac c u r a t e e x h i b i t t h a t set 

10 f o r t h the i n t e r e s t and the i d e n t i t y of the p a r t i e s 

11 which had a working i n t e r e s t i n the west h a l f of 

12 , S e c t i o n 9? 

13 A. I have s a t i s f i e d myself t o t h a t e x t e n t . 

14 Q. Can you i d e n t i f y f o r us on E x h i b i t No. 2 

15 the amended p r o r a t i o n u n i t t h a t w i l l be d e d i c a t e d t o 

16 the A l l i s o n 135 Well? 

17 A. Yes, I can. I t i s shown as c o n s i s t i n g of 

18 the west h a l f of S e c t i o n 9, 32 n o r t h , 6 west, and a s 

19 you w i l l see on the legend, the markings were 

20 i n d i cated by the proposed F r u i t l a n d c o a l u n i t . 

21 Q. Once the d e c i s i o n was made t o pursue the 

22 r e f o r m a t i o n of the spacing u n i t t o c o n s i s t of the west 

23 h a l f of S e c t i o n 9, d i d you undertake the 

24 ' r e s p o n s i b i l i t y of n o t i f y i n g a l l w o r k i n g i n t e r e s t 

25 owners of the proposed amendment t o the spacing u n i t ? 
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1 A. Yes, I d i d . 

2 Q. How d i d you accomplish t h a t ? 

3 I A. I accomplished t h a t t h r o u g h the l e t t e r s 

4 | t h a t are shown behind E x h i b i t No. 3, dated September 

5 | 12, 1989 . We sent a l e t t e r t o each of the 

6 p a r t i c i p a n t s , s e t t i n g f o r t h the c o n d i t i o n o f the 

7 n e g o t i a t e d s e t t l e m e n t f o r the r e f o r m a t i o n of the u n i t , 

8 as w e l l as the percentage of each i n t e r e s t owner i n 

9 ; the w e l l . 

10 I Q. Can you p r o v i d e f o r us a t a b u l a t i o n or a 

11 1 summary t h a t shows the s t a t u s of the p a r t i c i p a t i o n of 

12 the v a r i o u s working i n t e r e s t owners i n the w e l l ? 

13 A. Yes, I can. You w i l l f i n d t h a t behind 

14 E x h i b i t No. 4. I t i s the l a s t e n t r y i n E x h i b i t No. 4, 

15 immediately behind the J o i n t O p e r a t i n g Agreement. I t 

16 i i s l a b e l e d E x h i b i t A, and i t i s the most recent 

17 l i s t i n g of those p a r t i e s t h a t would p a r t i c i p a t e i n 

18 ; t h i s proposed u n i t . 

19 Q. Let me have you go down th r o u g h the l i s t . 

20 The f i r s t page of the l i s t i d e n t i f i e s v a r i o u s M e r i d i a n 

21 operated i n t e r e s t s . Would you s t a r t w i t h the top and 

22 g i v e us the c u r r e n t s t a t u s of p a r t i c i p a t i o n on a 

23 v o l u n t a r y b a s i s of the v a r i o u s i n t e r e s t owners? 

24 A. Yes. As you w i l l n o t e , El Paso N a t u r a l Gas 

25 Company i s the u n i t o p e r a t o r f o r the A l l i s o n U n i t . 
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1 'That i s the land t h i s w e l l i s l o c a t e d on, and th e y 

2 j w i l l serve as the u n i t o p e r a t o r f o r t h i s w e l l . 

3 The A l l i s o n U n i t working i n t e r e s t owners 

4 own a p p r o x i m a t e l y 25 percent of the d r i l l i n g and 

5 spacing u n i t . Southland R o y a l t y Company owns 

6 a p p r o x i m a t e l y 3-1/2 p e r c e n t . And T.H. McElvain, i n 

7 a s s o c i a t i o n w i t h Richmond Petroleum, Richmond 

8 ! Petroleum took the farmout from the McElvain group. 

9 \ They own a p p r o x i m a t e l y 56 pe r c e n t of the u n i t . 

10 \ The remainder of the u n i t i s owned by 

11 i n d i v i d u a l unleased m i n e r a l owners, and they comprise 

12 the l i s t of the p a r t i e s t h a t have not yet committed t o 

13 t h i s d r i l l i n g v e n t u r e , and they t o t a l a p p r o x i m a t e l y 15 

14 ; percent of the u n i t . 
i 

15 Q. Were these p a r t i e s i n d i v i d u a l s t h a t were 

16 o r i g i n a l l y n o t i f i e d e i t h e r by n o t i c e or by Mr. 

17 F u l l e r t o n of Richmond Petroleum w i t h regards t o the 

18 ; f o r m a t i o n of spacing u n i t s as o r i g i n a l l y proposed, 

19 which would have been a n o r t h h a l f , f o r one case, and 

20 a south h a l f , f o r the ot h e r case, i n S e c t i o n 9? 

21 A. That i s c o r r e c t . 

22 Q. These same p a r t i e s t h e n , under your 

23 j d i r e c t i o n , were n o t i f i e d subsequent t o the September 6 

24 ; h e a r i n g of the p r o p o s a l t o reform the spacing u n i t s t o 

25 ! the west h a l f o r i e n t a t i o n ? 
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1 A. That's c o r r e c t . 

2 Q. Having sent those n o t i c e s o u t , d i d you 

3 r e c e i v e any o b j e c t i o n from any of these p a r t i e s ? 

4 j A. I have not r e c e i v e d any o b j e c t i o n t o d a t e . 

5 ! Q. When we look at the mechanics by which the 

6 j w e l l w i l l be o p e r a t e d , i s i t c o r r e c t t o have the 

7 p o o l i n g order r e f l e c t M e r i d i a n O i l , I n c . , as agent f o r 

8 El Paso N a t u r a l Gas Company? 

9 i A. That would be c o r r e c t . 

10 Q. We have o r i g i n a l l y f i l e d t h i s case under 

11 ! M e r i d i a n O i l , I n c . I s t h a t s t i l l a p p r o p r i a t e ? 

12 A. I t i s , and they would be a c t i n g as agent 

I 
13 ; f o r El Paso N a t u r a l Gas Company, the u n i t o p e r a t o r . 

i 
; i 

14 Q. And t h a t ' s c o n s i s t e n t w i t h o t h e r type of ! 
i 

l 
15 p o o l i n g o r d e r s t h a t your company has o b t a i n e d as agent i 

I 
16 f o r El Paso N a t u r a l Gas Company? 

17 A. Yes, s i r , i t i s . 

18 Q. When you i n d i c a t e f o r us the s t a t u s of 

19 e i t h e r j o i n d e r of an AFE or a s s i g n i n g the j o i n t 

20 o p e r a t i n g agreement, i s the t a b u l a t i o n as shown on 

21 E x h i b i t A, which i s at the end of the o p e r a t i n g 

22 agreement -- i s t h a t t a b u l a t i o n c o r r e c t as of today? 

23 A. That i s c u r r e n t as of today. 

24 ; HEARING EXAMINER: Mr. K e l l a h i n , b e f o r e we 

25 go any f u r t h e r , w e ' l l go o f f the r e c o r d f o r a moment. 
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1 (Thereupon, a d i s c u s s i o n was hel d 

2 o f f the r e c o r d . ) 

3 HEARING EXAMINER: Thank you, Mr. 

4 K e l l a h i n . You may c o n t i n u e . 

5 Q. (BY MR. KELLAHIN) Mr. Alexander, l e t ' s 

6 t u r n t o the e x h i b i t and look at the i n f o r m a t i o n shown 

7 | behind E x h i b i t No. 5. That p u r p o r t s t o be an AFE f o r 

8 | the w e l l ? 

9 A. That i s c o r r e c t . 

10 Q. I s i t s t i l l a c o r r e c t , c u r r e n t AFE f o r the 
i 

11 ! w e l l ? | 

12 ; A. Yes, s i r , i t i s . j 

13 Q. That r e p r e s e n t s the same AFE t h a t was j 
: i 

14 ; u t i l i z e d by your company i n i t s p r e s e n t a t i o n b e f o r e j 

15 t h i s h e a r i n g examiner on September 6? j 
j 

16 A. That's c o r r e c t . 

17 ! Q. Let's t u r n t o E x h i b i t 6. 

18 Mr. Examiner, f o r your i n f o r m a t i o n , t h i s 

19 simply i s a c o n t i n u a t i o n of the same e x h i b i t book from 

20 the p r i o r h e a r i n g . I have prepared a proposed order 

21 ' f o r e n t r y i n t h i s case, and we have proposed t o adopt 

22 ' what t h i s h e a r i n g examiner has u t i l i z e d f o r s i m i l a r 

23 1 c o a l gas f o r c e d p o o l i n g cases and p r i o r cases brought 

24 : by my c l i e n t , and t h a t ' s 156 p e r c e n t . 

25 The proposed e x h i b i t here documents a r i s k 
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1 : f a c t o r of 200 p e r c e n t , b u t , as we have discussed i n 

2 i n f i n i t e d e t a i l on p r i o r o c c a s i o n s , t h e r e are reasons 

3 t o reduce t h a t r i s k f a c t o r . I f you do so i n t h i s 

4 case, we have proposed 156 p e r c e n t , which i s 

5 c o n s i s t e n t w i t h what you have done i n past cases. 

6 HEARING EXAMINER: For the r e c o r d , what 

7 ; were the overhead charges at your September 6 

8 \ hearing? 

9 ' MR. KELLAHIN: Yes, s i r . My r e c o l l e c t i o n 

10 i s they were $3,500 per month d r i l l i n g r a t e , and t h a t 

11 ; Mr. Alexander t e s t i f i e d t h a t the monthly p r o d u c i n g 

12 ; r a t e was $350. 

13 ; Q. Was t h a t not your t e s t i m o n y , Mr. Alexander? 

14 A. That's c o r r e c t . 

15 Q. I s i t s t i l l a c o r r e c t r e p r e s e n t a t i o n of the 

16 overhead r a t e s t o apply i n t h i s case? 

17 A. Yes, i t i s. 

18 HEARING EXAMINER: As I understand i t , Mr. 

19 K e l l a h i n , w i t h t h i s w i t n e s s , the t e s t i m o n y he would 

20 p r e s e n t would be a repeat of what we heard on 

21 September 6 ? 

22 MR. KELLAHIN: E x a c t l y r i g h t . While I have 

23 brought a d r i l l i n g and p r o d u c t i o n engineer w i t h me 

24 today, Mr. Pat Benne t t , I don't propose t o depart from 

25 the t e c h n i c a l p r e s e n t a t i o n t h a t was giv e n t o you back 
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1 on September 6. The w e l l l o c a t i o n i s the same, and 

2 j the mechanics and the t e c h n i c a l data w i t h regards t o 

3 the l o c a t i o n of the w e l l s remains unchanged. 

4 HEARING EXAMINER: Mr. K e l l a h i n , do you see 

5 any reason t o c o n t i n u e w i t h t h i s matter today? 

6 • MR. KELLAHIN: A couple more comments, Mr. 

7 Examine r . 

8 Behind E x h i b i t No. 7, y o u ' l l f i n d the 

9 ! amended Commission forms t h a t show the d e d i c a t i o n of 

10 | the a p p r o p r i a t e spacing u n i t as we propose t o amend 

11 : i t . 

12 ; HEARING EXAMINER: That being the form C-

13 101, and C-102; i s t h a t c o r r e c t ? 

14 ] MR. KELLAHIN: There w i l l a l s o be a C-103 

15 i n the package. 

16 : HEARING EXAMINER: The C-103 j u s t n o t i f y i n g 

17 us of amended a p p l i c a t i o n ? 

18 MR. KELLAHIN: Yes, s i r . 

19 HEARING EXAMINER: A n y t h i n g f u r t h e r , Mr. 

20 K e l l a h i n ? 

21 MR. KELLAHIN: For the r e c o r d , E x h i b i t No. 

22 8 sim p l y r e p r e s e n t s the c o a l t h i c k n e s s map Mr. John 

23 C a l d w e l l u t i l i z e d as an engineer i n the p r i o r case, 

24 and a l l we have done i s r e o u t l i n e d the change i n the 

25 I p r o r a t i o n u n i t . 
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1 ; HEARING EXAMINER: Thank you, Mr. 

2 , K e l l a h i n . A n y t h i n g f u r t h e r ? 

3 MR. KELLAHIN: Mr. Examiner, E x h i b i t No. 9 

4 i r e p r e s e n t s the C e r t i f i c a t e of M a i l i n g t o a l l p a r t i e s , 

5 : showing them the Amended A p p l i c a t i o n f o r which I have 

6 ; a t t a c h e d my cover l e t t e r , the E x h i b i t A which shows 

7 a l l those p a r t i e s , and the r e t u r n r e c e i p t cards by 

8 ; which we have d e l i v e r e d n o t i f i c a t i o n t o a l l the 

9 i p a r t i e s t o be i n c l u d e d i n the p o o l i n g case 

10 j ( i n d i c a t e d ) . 
i 

11 1 HEARING EXAMINER: A n y t h i n g f u r t h e r , Mr. 

12 : K e l l a h i n ? 

13 MR. KELLAHIN: F i n a l l y , Mr. Examiner, 

14 because of our commitment t o Richmond Petroleum t o 

15 commence the w e l l p r i o r t o November 1, we have taken 

16 the o p p o r t u n i t y t o prepare what we hope i s a f i n a l 

17 d r a f t of a proposed order f o r e n t r y i n Case 9750, and 

18 : I present t o you the o r i g i n a l and one copy. 

19 HEARING EXAMINER: Thi s i s not an e x h i b i t ? 

20 This i s j u s t p a r t of the r e c o r d ; i s t h a t c o r r e c t ? 

21 MR. KELLAHIN: Yes, s i r . ' 

22 : HEARING EXAMINER: I guess we ought t o 

23 accept E x h i b i t s 1 th r o u g h 9 on your October 4, 1989, 

24 amended cases. 

25 MR. KELLAHIN: I f you p l e a s e , I so move. 
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1 HEARING EXAMINER: We'll admit those as 

2 evidence at t h i s p o i n t . 

3 1 I s t h e r e a n y t h i n g f u r t h e r ? 

4 MR. KELLAHIN: No, Mr. Examiner. 

5 HEARING EXAMINER: I have no q u e s t i o n s of 

6 : t h i s w i t n e s s . He may be excused. - I f nobody has any 

7 i q u e s t i o n s i n Case 9750, i t w i l l be taken under 

8 advisement, and we w i l l take a recess u n t i l 1:15. 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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