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EXAMINER STOGNER: The h e a r i n g w i l l 

come t o o r d e r . C a l l n e x t c a s e , No. 10639. 

MR. STOVALL: T h i s i s t h e a p p l i c a t i o n 

o f A m e r i c a n H u n t e r E x p l o r a t i o n f o r a u t h o r i z a t i o n 

t o f l a r e gas as an e x c e p t i o n t o R u l e 306 and f o r 

t h e e s t a b l i s h m e n t o f s p e c i a l a l l o w a b l e r a t e s , R i o 

A r r i b a C o u n t y , New M e x i c o . 

EXAMINER STOGNER: C a l l f o r 

a p p e a r a n c e s . 

MR. CARR: May i t p l e a s e t h e E x a m i n e r , 

my name i s W i l l i a m F. C a r r w i t h t h e S a n t a Fe l a w 

f i r m C a m p b e l l , C a r r , B e r g e & S h e r i d a n . I 

r e p r e s e n t A m e r i c a n H u n t e r E x p l o r a t i o n , L t d . , and 

I have one w i t n e s s . 

EXAMINER STOGNER: O t h e r a p p e a r a n c e s ? 

MR. KELLAHIN: Mr. E x a m i n e r , I'm Tor. 

K e l l a h i n o f t h e S a n t a Fe l a w f i r m o f K e l l a h i n and 

K e l l a h i n , a p p e a r i n g t o d a y on b e h a l f o f 

B e n s o n - M o n t i n - G r e e r D r i l l i n g C o r p o r a t i o n . 

EXAMINER STOGNER: Any o t h e r 

a p p e a r a n c e s o r p e o p l e w i s h i n g t o - -

MR. STOVALL: Mr. E x a m i n e r , 1 b e l i e v e 

t h a t we have a r e p r e s e n t a t i v e f r o m t h e B u r e a u o f 

Land Management F a r m i n g t o n O f f i c e , Mr. B r i a n 

D a v i s , who w i l l e n t e r a s t a t e m e n t o f p o s i t i o n , I 
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g u e s s , f o r t h e BLM. I s t h a t c o r r e c t , B r i a n ? 

MR. DAVIS: Yes. 

MR. STOVALL: And a l s o I w i l l be m a k i n g 

a s t a t e m e n t on b e h a l f o f t h e A z t e c D i s t r i c t 

O f f i c e o f t h e O i l C o n s e r v a t i o n D i v i s i o n . 

EXAMINER STOGNER: Any o t h e r 

a p p e a r a n c e s a t t h i s t i m e ? Mr. C a r r . 

MR. CARR: A t t h i s t i m e we w o u l d c a l l 

Howard A n d e r s o n . 

J. HOWARD ANDERSON 

H a v i n g been f i r s t d u l y s w o r n upon h i s o a t h , was 

e x a m i n e d and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. CARR: 

Q. Would y o u s t a t e y o u r name f o r t h e 

r e c o r d , p l e a s e . 

A. I t ' s Howard A n d e r s o n . 

Q. And w h e r e do y o u r e s i d e ? 

A. I n C a l g a r y , A l b e r t a , Canada. 

Q. By whom a r e y o u e m p l o y e d and i n what 

capac i t y ? 

A. I'm t h e e n g i n e e r i n g manager w i t h 

C a n a d i a n H u n t e r E x p l o r a t i o n , L t d . , w h i c h i s t h e 

p a r e n t company o f A m e r i c a n H u n t e r E x p l o r a t i o n . 

Q. Have y o u p r e v i o u s l y t e s t i f i e d b e f o r e 
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the 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 ? 

A . No . 

Q. Could you b r i e f l y r e v i e w your 

e d u c a t i o n a l background and work e x p e r i e n c e ? 

A. Yes. I have a b a c h e l o r of s c i e n c e i n 

e n g i n e e r i n g p h y s i c s f r o m Queens U n i v e r s i t y , 

K i n g s t o n , O n t a r i o , Canada. 

I have 13 y e a r s of e x p e r i e n c e i n t h e 

p e t r o l e u m i n d u s t r y w i t h S. 0. Resources, Canada, 

L t d . , and Canadian Hunter E x p l o r a t i o n . 

Q. Have you p r e v i o u s l y t e s t i f i e d as ar. 

e x p e r t e n g i n e e r i n g w i t n e s s b e f o r e o t h e r 

r e g u l a t o r y boards? 

A. Yes. Not i n t h e U.S., but t h e Canadian 

N a t i o n a l Energy Board and l e s s f o r m a l p r o c e e d i n g s 

i n f r o n t of p r o v e n c i a l b o a r d s . 

Q. Are you f a m i l i a r w i t h t he a p p l i c a t i o n 

f i l e d i n t h i s case on b e h a l f of American Hunter? 

A. Yes. 

Q. Are you f a m i l i a r w i t h t h e J i c a r i l l a 3F 

w e l l ? 

A. Yes. 

Q. Are you a l s o f a m i l i a r w i t h American 

H u n t e r ' s e f f o r t s t o d e v e l o p t h i s p o r t i o n of the 

Mancos f o r m a t i o n , t h e p o r t i o n w h i c h i s t h e 

RODRIGUEZ REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

16 

17 

1 8 

19 

20 

2 1 

22 

23 

24 

25 

7 

s u b j e c t o f t h i s case? 

A. Yes. 

Q. Are you a r e g i s t e r e d p e t r o l e u m 

e n g i n e e r ? 

A. Yes, i n t h e P r o v i n c e of A l b e r t a . 

MR. CARR: We would t e n d e r Mr. Anderson 

as an e x p e r t w i t n e s s i n p e t r o l e u m e n g i n e e r i n g , 

EXAMINER STOGNER: Mr. Anderson i s so 

q u a l i f i e d . You need t o speak up j u s t a l i t t l e 

b i t . 

THE WITNESS: Okay. 

Q. Would you b r i e f l y s t a t e what American 

Hunter seeks w i t h t h i s a p p l i c a t i o n ? 

A. We're s e e k i n g an o r d e r a u t h o r i z i n g 

American Hunter t o f l a r e gas from i t s J i c a r i l l a 

3F o i l w e l l # 1 . I t ' s l o c a t e d i n the s o u t h e a s t 

q u a r t e r of t h e n o r t h w e s t q u a r t e r of S e c t i o n 3, 

Township 27 N o r t h , Range 1 West, as an e x c e p t i o n 

t o D i v i s i o n Rule 306, f o r a maximum p e r i o d o f s i x 

months, a t a maximum r a t e o f the lower of 800 

b a r r e l s o f o i l per day or 800 Mcf of gas per day, 

up t o a maximum c u m u l a t i v e volume of 146 m i l l i o n 

c u b i c f e e t of gas f l a r e d , or 146,000 b a r r e l s of 

o i l p roduced w h i l e f l a r i n g t h a t gas. 

Q. What was t h e b a s i s f o r th e s e f i g u r e s 
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t h a t y o u ' r e r e q u e s t i n g ? 

A. W e l l , t h e e s t a b l i s h e d a l l o w a b l e i s 800 

b a r r e l s a day i n t h i s area of the West P u e r t o 

C h i q u i t o F i e l d , and t h a t ' s s i m p l y 800 b a r r e l s a 

day t i m e s t h e t i m e p e r i o d t h a t we're s u g g e s t i n g . 

Q. Have you p r e p a r e d e x h i b i t s f o r 

p r e s e n t a t i o n i n t h i s h e a r i n g ? 

A. Yes, I have. 

Q. Could you r e f e r t o what has been marked 

as American Hunter E x h i b i t No. 1 and r e f e r t o t h e 

f i r s t page of t h a t e x h i b i t and r e v i e w i t f o r Mr. 

S t ogner ? 

A. Yes. T h i s i s a s i t u a t i o n map. The 

b l a c k o u t l i n e e n c l o s e s t h e American Hunter 

l a n d s . You can see a number of w e l l s i n t h e area 

n o t marked by b l a c k d o t s . The two American 

Hunter p r o d u c i n g w e l l s are t h e 3F and t h e 2A 

w e l l s w h i c h are marked. 

I n a d d i t i o n t o t h a t , t h e r e are f o u r 

open c i r c l e s on t h e American Hunter acreage w h i c h 

would i n d i c a t e w e l l s c u r r e n t l y i n p r o g r e s s w h i c h 

have not y e t been c o m p l e t e d . 

You a l s o see a dashed l i n e on t h e map 

w h i c h i n d i c a t e s t h e proposed gas s a l e s p i p e l i n e , 

and w e ' l l be t a l k i n g more about t h a t l a t e r , and a 
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p i p e l i n e t i e - i n c o n n e c t i o n p o i n t i n S e c t i o n 16 of 

Township 27, Range 2. And we have been i n 

d i s c u s s i o n w i t h N o r t h w e s t Pipe r e g a r d i n g t h a t 

t i e - i n po i n t . 

Q. What i s t h e c u r r e n t s t a t u s of t h e 

proposed gas s a l e s p i p e l i n e ? 

A. W e l l , t h e a r c h a e o l o g y and t h e s u r f a c e 

s u r v e y work have been c o m p l e t e d . We have T r i b a l 

a p p r o v a l f o r t h e p i p e l i n e . We're e x p e c t i n g 3IA 

a p p r o v a l s h o r t l y . We're c u r r e n t l y d r a f t i n g up a 

c o n t r a c t f o r s a l e s of t h e gas w i t h N o r t h w e s t 

P i p e . The BLM has approved the gas s a l e s p l a n , 

and we have p u r c h a s e d l i n e p i p e f o r t h i s 

p i p e l i n e . 

Q. L e t ' s go t o t h e second page i n E x h i b i t 

No. 1. Could you i d e n t i f y t h a t , p l e a s e ? 

A. Yes. I t ' s a page of t e x t marked 

" J i c a r i l l a 3F-1 Test P r o p o s a l . " 

Q. R e f e r r i n g t o t h i s page of E x h i b i t 1, 

c o u l d you r e v i e w f o r the Examiner the c u r r e n t 

p r o p o s a l f o r t e s t i n g t h e J i c a r i l l a 3F-1 w e l l ? 

A. Yes. We see an o p p o r t u n i t y to t e s t 

t h i s w e l l w h i l e we're w a i t i n g on t h e c o m p l e t i o n 

of p i p e l i n e c o n s t r u c t i o n . We would p l a n t o do a 

f l o w and b u i l d - u p t e s t on t h i s 3F w e l l , i n c l u d i n g 
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p u l s e t e s t i n g , and use the 2A w e l l as an 

o b s e r v a t i o n w e l l . 

The purpose of the t e s t would be t o 

augment p r e v i o u s t e s t i n g t h a t has t a k e n p l a c e 

d u r i n g 1992. 

Q. What does American Hunter propose t o 

a c h i e v e w i t h t h i s t e s t i n g program? 

A. W e l l , some o f t h e o b j e c t i v e s a r e t o 

q u a n t i f y t h e r e l a t i v e c o n t r i b u t i o n s of r a d i a l 

v e r s u s l i n e a r f l o w or f r a c t u r e f l o w a t 3F; t o t r y 

t o q u a n t i f y m a t e r i a l b a l a n c e i n d r a i n a g e areas of 

the 3F w e l l ; t o see i f t h e r e are any boundary 

a f f e c t s p r e s e n t i n the r e s e r v o i r a t 3F; and a l s o 

t o l o o k f o r s u b t l e c o m m u n i c a t i o n between 3F and 

2A, u s i n g 2A as an o b s e r v a t i o n w e l l , w h i c h may 

h e l p q u a n t i f y g r a v i t y d r a i n a g e i n t h e a r e a . 

We do r e c o g n i z e t h a t g r a v i t y d r a i n a g e 

i s f a i r l y w e l l u n d e r s t o o d and w e l l e s t a b l i s h e d i n 

o t h e r p a r t s of t h e B a s i n , b u t we want t o check i t 

on our own l a n d s . 

Q . Are you ready t o go t o the t h i r d page 

of E x h i b i t 1? 

A. Yes. 

Q. Could you i d e n t i f y t h a t and r e v i e w I t 

f o r Mr. Stogner? 
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A. I t ' s a page of t e x t e n t i t l e d , 

" J i c a r i l l a 2A-1 H i s t o r y . " What we have here i s 

a summary of t h e d a t a t h a t ' s been ta k e n f r o m t he 

2A w e l l . A f l o w and b u i l d - u p t e s t was r u n i n 

November of 1991 and an e x t r a p o l a t e d p r e s s u r e of 

621 p s i a was measured a t t h e m i d p o i n t o f 

p e r f o r a t i o n s , and a kh or p e r m e a b i l i t y t h i c k n e s s 

of 482 m i l l i d a r c y f e e t was d e t e r m i n e d . 

We t h e n produced 3174 b a r r e l s of l o a d 

o i l , 1219 b a r r e l s o f new o i l , and 6948 Mcf o f gas 

between t h e p e r i o d o f November t h r o u g h J u l y 

1992. 

We t h e n p e r f o r m e d a b u i l d - u p t e s t w h i c h 

was of l o n g e r d u r a t i o n , J u l y 3 1 s t t h r o u g h October 

1 2 t h , and we measured an e x t r a p o l a t e d p r e s s u r e of 

581 p s i a and a v e r y low kh t h i s t i m e , 20 

m i l l i d a r c y f e e t . We a l s o saw r a d i a l f l o w on t h e 

bu i 1 d - u p . 

Q. Based on t h e t e s t t h a t you co n d u c t e d on 

th e 2A w e l l , what c o n c l u s i o n s were you a b l e t o 

reach? 

A. W e l l , t h e f i r s t t e s t we f e e l now was 

too s h o r t t o see beyond the near w e l l b o r e 

f r a c t u r e s w h i c h we f e e l were p r e s e n t . 

The second t e s t was l o n g enough f o r 
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r a d i a l f l o w i n t h e f a r t h e r reaches o f the 

r e s e r v o i r t o be e s t a b l i s h e d , and we were a b l e t o 

c a l c u l a t e an i n j e c t i v i t y of 200 Mcf per day a t a 

1200 p s i a w e l l h e a d p r e s s u r e . 

The w e l l was assumed t o be a t or near 

t h e g a s / o i l c o n t a c t , and t h e gas cap volume from 

th e P/2 a n a l y s i s was c a l c u l a t e d a t 0.1 Bcf. 

Because of t h e s e two p i e c e s of 

i n f o r m a t i o n , t h e gas i n j e c t i o n program w h i c h we 

had p u t f o r w a r d was c a n c e l e d , because t h a t 

program r e q u i r e d i n j e c t i v i t y of 800 Mcf a day and 

we needed t o i n j e c t .3 Bcf per year of s t o r a g e . 

So t h a t program was c a n c e l e d , and a t t h a t time we 

proceeded w i t h a gas s a l e s program. 

Q. Mr. Anderson, l e t ' s now go to the 

p r e s s u r e b u i l d - u p d a t a on t h e 2A w e l l , w h i c h i s 

on t h e n e x t page o f E x h i b i t No. 1, page 4, and I 

would ask you t o r e v i e w t h a t f o r Mr. St o g n e r . 

A. T h i s i s a graph of t h e raw d a t a f r o m 

the 2A b u i l d - u p . P r e s s u r e i s shown on t h e Y a x i s 

i n k i l o p a s c a l s , and t h e d a t e s or the time i s 

shown on t h e X a x i s . 

T h i s i s t h e raw d a t a f r o m t h a t t e s t . I 

a p o l o g i z e f o r " k i l o p a s c a l s . " I f you would l i k e a 

c o n v e r s i o n , I can p r o v i d e t h a t l a t e r . 

RODRIGUEZ REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

14 

15 

16 

17 

1 8 

19 

20 

2 1 

22 

23 

24 

25 

EXAMINER STOGNER: Oh, I t h i n k we have 

one somewhere around here and 1 can blow dust o f f 

of i t . 

A. The a c t u a l numbers a r e n ' t as i m p o r t a n t 

as t h e shape o f t h e b u i l d - u p c u r v e . You can see 

t h a t b u i l d - u p i s v e r y s l u g g i s h , w h i c h i n t u i t i v e l y 

i n d i c a t e s a poor w e l l . The o t h e r i m p o r t a n t p a r t 

on here i s I ' v e put a bar a l o n g t h e t o p t h a t 

i n d i c a t e s when t h e 3F w e l l was produced a t r a t e s 

of a p p r o x i m a t e l y 600 b a r r e l s per day d u r i n g t h a t 

e n t i r e p e r i o d . And t h e n t h e 3F w e l l was sh u t i n 

around about September 1 1 t h . 

What you don't see, and t h i s i s the 

s i g n i f i c a n t p a r t , i s any u p - t u r n on t h a t b u i l d - u p 

c u r v e a f t e r t h e sh u t i n , w h i c h i n d i c a t e s l a c k of 

any good c o n n e c t i o n between th o s e two w e l l s . 

Q. L e t ' s now move t o t h e n e x t page, a 

s u p e r p o s i t i o n p r e s s u r e b u i l d - u p p l o t , and I would 

ask you t o e x p l a i n t o Mr. Stogner what t h i s p l o t 

shows you? 

A. T h i s i s a p l o t t h a t ' s used i n 

e x t r a p o l a t i n g t o a f i n a l r e s e r v o i r p r e s s u r e . The 

p o i n t s a r e shown as l i t t l e t r i a n g l e s . The ones 

t h a t a r e on t h e r i g h t - h a n d p a r t of the graph l i e 

a l o n g a s t r a i g h t l i n e . That s t r a i g h t l i n e would 
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i n d i c a t e r a d i a l f l o w , w h i c h i s t o say t h a t we're 

n o t s e e i n g s i g n i f i c a n t f r a c t u r e f l o w i n t h i s 

we 11 . 

Q. L e t ' s move now t o t h e n e x t page, w h i c h 

i s t h e h i s t o r y on t h e J i c a r i l l a 3F. 

A. Okay. The f i r s t p a r t of t h i s page i s 

th e d a t a t h a t ' s been c o l l e c t e d on 3F, 

summar i zed. 

We r a n a b u i l d - u p t e s t i n January t o 

F e b r u a r y of 92, and e x t r a p o l a t e d the p r e s s u r e of 

1360 p s i a a t t h e m i d - p o i n t of p e r f o r a t i o n s , and a 

v e r y h i g h p e r m e a b i l i t y t h i c k n e s s , 14,891 

m i l l i d a r c y f e e t . And we i n d i c a t e d f r a c t u r e f l o w 

f r o m t h a t b u i l d - u p as w e l l . 

We t h e n produced 1870 b a r r e l s of l o a d 

o i l , 88,686 b a r r e l s of new o i l , and 65,241,000 

c u b i c f e e t of gas between F e b r u a r y 2nd and 

September 1 2 t h . 

We t h e n r a n a b u i l d - u p t e s t a g a i n w h i c h 

was o f l o n g e r d u r a t i o n , f r o m September 1 2 t h to 

October 1 2 t h , and saw a ?*, an e x t r a p o l a t e d 

p r e s s u r e , t h a t i s , of 1186 p s i a a t the m i d - p o i n t 

of p e r f o r a t i o n s . A l t h o u g h a lower kh, we a l s o 

see a v e r y f a v o r a b l e number t h e r e , 7100 

m i l l i d a r c y f e e t . 
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However, t h e p r e s s u r e gauge t h a t was 

used a t t h a t t i m e showed e r r a t i c b e h a v i o r i n t h e 

e a r l y p a r t of t h e t e s t and i t made us q u e s t i o n 

whether t h e r e s u l t s were r e a s o n a b l e . 

A s t a t i c g r a d i a n t t a k e n l a t e r was t i e d 

t o t h e b u i l d - u p c u r v e t o g i v e a p r e s s u r e 

e x t r a p o l a t i o n , b u t i t ' s t h e e a r l y p a r t of the 

b u i l d - u p t h a t we c a l l i n t o q u e s t i o n . 

The a n a l y s i s f r o m t h i s d a t a i s t h a t we 

do have a v e r y good w e l l . I t ' s a h i g h 

p r o d u c t i v i t y w e l l , c a p a b l e of r a t e s of a t l e a s t 

800 b a r r e l s per day. I t does have an u n u s u a l l y 

h i g h g a s / o i l r a t i o o f 1,000 c u b i c f e e t per 

b a r r e 1 . 

So q u e s t i o n s do remain on t h e 

r e l i a b i l i t y , f i r s t of a l l , of the p r e s s u r e d a t a , 

and t h a t p u t s i n t o q u e s t i o n some of t h e i m p o r t a n t 

i n f o r m a t i o n such as d r a i n a g e a r e a , f r a c t u r e f l o w , 

boundary e f f e c t s , and g r a v i t y d r a i n a g e . 

Q. L e t ' s go t o the n e x t page, t h e p r e s s u r e 

p l o t on t h e 3F, and 1 would ask you t o r e v i e w i t 

and e x p l a i n t h e e r r a t i c b e h a v i o r of the w e l l t o 

the e x t e n t you can. 

A. Yes. A g a i n , t h i s g raph shows p r e s s u r e 

on t h e Y a x i s and t i m e on t h e X a x i s . The f i r s t 
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p a r t o f t h e d a t a shows t h e p r e s s u r e measured a t 

the b o t t o m of t h e h o l e when t h e w e l l was i n t h e 

f l o w i n g c o n d i t i o n . Those l i t t l e j a g g e d bumps 

would i n d i c a t e p u l s i n g or s l u g g i n g f l o w . 

And t h e n t h e w e l l was sh u t i n . You can 

see t h e l a b e l o f " s h u t - i n " on t h e m i d d l e o f t h e 

gr a p h , and t h e p r e s s u r e bounced up and then i t 

went down and t h e b u i l d - u p c u r v e s t a r t e d . 

N o r m a l l y one would expect the b u i l d - u p 

c u r v e t o s t a r t a t t h e same p r e s s u r e as t h e l a s t 

f l o w i n g p r e s s u r e ; i n s t e a d , we see a b u i l d i n g up 

p r e s s u r e w h i c h i s much lowe r t h a n t h e f i n a l 

f l o w i n g p r e s s u r e , w h i c h i s t h e reason f o r our 

u n c e r t a i n t y about t h e r e s u l t s t h a t were r e c e i v e d 

f r o m t h i s b u i l d - u p . 

Q. What are American H u n t e r ' s p l a n s f o r 

t h i s w e l l ? 

A. We want t o get i t back o n t o p r o d u c t i o n 

as soon as p o s s i b l e . We're w a i t i n g on h a v i n g 

t h a t gas s a l e s l i n e t i e d i n t o t h e w e l l , and so we 

do see an o p p o r t u n i t y t o g a t h e r a d d i t i o n a l t e s t 

d a t a w h i l e we're w a i t i n g f o r t h a t p i p e l i n e . 

Q. Why a r e you i n t e r e s t e d i n p u r s u i n g the 

t e s t i n g of t h e w e l l a t t h i s t i m e? 

A. W e l l , t h a t a l l o w s us t o a c c e l e r a t e our 
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p l a n s f o r development i n t h e n e i g h b o r i n g l a n d s . 

We do want t o c o n t i n u e o p e r a t i n g i n t h i s a r e a . 

We would l i k e t o c o n t i n u e d r i l l i n g , and t h i s 

w o uld a s s i s t us i n our f u t u r e p l a n s i n t h e a r e a . 

Q. I f t h e r e q u e s t e d r e l i e f i s n ' t g r a n t e d , 

do you b e l i e v e y o u ' l l be a b l e t o go f o r w a r d w i t h 

t h i s t e s t i n g p r o p o s a l ? 

A . No . 

Q. F i r s t o f a l l , you w o u l d n ' t have 

a n y t h i n g t o do w i t h t h e gas, i s t h a t r i g h t ? 

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

Q. A f t e r t h e l i n e i s i n p l a c e , would the 

t e s t i n g program go f o r w a r d ? 

A. We would p l a n on d o i n g p e r i o d i c t e s t s 

as a m a t t e r o f good e n g i n e e r i n g p r a c t i c e , b ut 

commercial r e a l i t i e s a r e i t ' s n o t as easy to t e s t 

a w e l l t h a t ' s on p r o d u c t i o n and t i e d i n t o a gas 

s a l e s l i n e . 

Q. Okay. L e t ' s go t o what's been marked 

as American Hunter E x h i b i t No. 2. Would you 

i d e n t i f y t h a t , p l e a s e , t h e f i r s t l e t t e r ? 

A. That's t h e l e t t e r t o Mr. LeMay from 

Nordhaus , e t a l . 

Q. Could you e x p l a i n what t h i s l e t t e r i s 

and why i t ' s i n c l u d e d i n t h e e x h i b i t package? 
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A. Yes. T h i s i s a l e t t e r from the 

a t t o r n e y s of t h e J i c a r i l l a Apache T r i b e . I t 

e s s e n t i a l l y says t h a t t h e J i c a r i l l a a r e i n f a v o r 

of our a p p l i c a t i o n t o f l a r e gas from t h e 

J i c a r i l l a 3F-1 w e l l . 

Q. And t h e n t h e r e ' s a n o t h e r l e t t e r i n t h a t 

p a c k e t of m a t e r i a l . Would you i d e n t i f y t h a t , 

p l e a s e ? 

A. Yes. Tha t ' s a l e t t e r f r o m t h e BLM 

F a r m i n g t o n Resource Area t o Mr. Jim L i s t e r o f 

American H u n t e r . 

Q. What does t h i s l e t t e r a c t u a l l y do? 

A. T h i s l e t t e r g i v e s c o n d i t i o n a l a p p r o v a l 

or i t s e t s c o n d i t i o n s under w h i c h the BLM would 

c o n s i d e r a d d i t i o n a l p r o d u c t i o n w i t h o u t v e n t i n g 

r e s t r i c t i o n s from t he w e l l . 

Q. Does i t s t a t e t h a t t h e 30 Mcf per day 

r a t e w i l l r e m a i n i n e f f e c t u n t i l a l t e r n a t i v e 

r a t e s are approved by t h a t agency? 

A. Yes. 

Q. Was t h i s l e t t e r t h e r e s u l t of 

c o n v e r s a t i o n s between American Hunter and the 

BLM? 

A. Tha t ' s c o r r e c t . 

Q. Mr. Anderson, s h o u l d a p p r o v a l o f t h i s 
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a p p l i c a t i o n maximize r e c o v e r y and p r e v e n t waste 

of I n d i a n m i n e r a l s ? 

A. Yes, we b e l i e v e so. I t w i l l p r o v i d e 

d a t a t h a t c o u l d l e a d t o b e t t e r d r i l l i n g and 

p r o d u c t i o n p r a c t i c e s i n t h e a r e a . 

Q. I n f a c t , t h e J i c a r i l l a t r i b e has 

s u p p o r t e d t h e a p p l i c a t i o n ? 

A. Yes, t h a t ' s c o r r e c t . 

Q. I n your o p i n i o n , w i l l the c o r r e l a t i v e 

r i g h t s o f o f f s e t t i n g o p e r a t o r s be i m p a i r e d i f 

t h i s a p p l i c a t i o n i s approved? 

A. No, we don't t h i n k so. We're o f f s e t by 

Benson-Montin-Greer on the s o u t h . T h i s w e l l i s 

w e l l away from t h e common l e a s e l i n e between 

Benson-Montin-Greer and American H u n t e r . I n 

f a c t , t h e 3F w e l l i s s e t back some 3594 f e e t f r o m 

t h a t l e a s e l i n e . 

We s h o u l d p o i n t o u t , t o o , t h a t 

Benson-Montin-Greer has proposed d r i l l i n g a w e l l 

on t h e i r l a n d , o n l y 1,650 f e e t f r o m t h e common 

l e a s e 1 i n e . 

Q. So, y o u ' r e a c t u a l l y f a r t h e r away from 

t h e common l e a s e l i n e t h a n t h e y would be a b l e to 

d r i l 1? 

A. Yes. We're as f a r n o r t h i n t h e s e c t i o n 
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as we c o u l d p o s s i b l y go. 

Q. And t h e Benson-Montin-Greer w e l l has 

not been d r i l l e d a t t h i s time? 

A. No. Tha t ' s c o r r e c t . 

Q. Now, n o r t h o f you, who owns the acreage 

t o t h e n o r t h o f you? 

A. That's t h e J i c a r i l l a T r i b e . 

Q. What i s t h e i r r e l a t i o n s h i p w i t h 

American Hunter? 

A. We're i n a j o i n t v e n t u r e w i t h t h e 

J i c a r i l l a T r i b e , and t h e y have n o t opposed our 

p r o p o s a l t o t e s t t h i s w e l l . 

Q. I n your o p i n i o n , w i l l a p p r o v a l o f the 

a p p l i c a t i o n r e s u l t i n p r e m a t u r e d e p l e t i o n o f t h e 

r e s e r v o i r d r i v e mechanism? 

A. No, because t h e gas w i l l be produced 

anyway, whether i t goes i n t o t h e p i p e l i n e or 

whether i t ' s f l a r e d . The i s s u e r e a l l y i s t h e 

d i s p o s i t i o n o f t h e gas on t h e s u r f a c e , n o t 

r e s e r v o i r d e p l e t i o n . 

Q. What i s t h e c u r r e n t s t a t u s of American 

H u n t e r ' s e f f o r t s t o o b t a i n government, T r i b a l and 

agency a p p r o v a l f o r c o n s t r u c t i o n of t h i s 

p i p e l i n e ? 

A. We have T r i b a l C o u n c i l a p p r o v a l now. 
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We have s u b m i t t e d t o t h e BIA and we do expec t 

a p p r o v a l soon. The BLM has approved t h e s a l e s 

d i s p o s i t i o n as w e l l . 

Q. The s t a t u s o f t h e c o n t r a c t f o r t h e 

a c t u a l c o n s t r u c t i o n of t h i s p i p e l i n e , what i s 

t h a t a t t h i s t i me? 

A. W e l l , we're p u t t i n g o ut b i d packages 

now. We would p l a n t o s t a r t c o n s t r u c t i o n i n 

e a r l y January and expec t t o be co m p l e t e d as e a r l y 

as March, i f weather p e r m i t s , b u t i t c o u l d be as 

l a t e as June. 

Q. W i l l American Hunter s u b m i t d e t a i l e d 

t e s t p l a n s t o a l l a f f e c t e d a g e n c i e s , i n c l u d i n g 

t e s t r a t e s , d u r a t i o n of t e s t s , and t o f i n d t h e 

o b j e c t i v e s and g o a l s f o r each o f the t e s t 

p e r i o d s ? 

A. Yes. We're d o i n g e n g i n e e r i n g work on 

th e t e s t program r i g h t now, and we w i l l s u b m i t i t 

as needed. 

Q. W i l l t h i s t e s t i n g be c o n t i n u e d when t h e 

o b j e c t i v e s or g o a l s of t h e s t a t e d t e s t p r o c e d u r e 

a r e , i n f a c t , a c h i e v e d or met? 

A. Yes, we w i l l . 

Q. And i s i t a g r e e a b l e t o American Hunter 

t h a t t h e t e s t n o t be commenced u n t i l a c t u a l 
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p i p e l i n e c o n s t r u c t i o n has begun? 

A. Yes, we c a n w a i t f o r t h e s t a r t o f 

p i p e l i n e c o n s t r u c t i o n . 

Q. I t h i n k y o u i n d i c a t e d , y o u w o u l d have 

t h e p i p e l i n e i n p l a c e by wh a t d a t e ? 

A. W e l l , we w o u l d l i k e t o have i t p r i o r t o 

t h e 1 s t o f M a r c h , b u t a g a i n i t ' s v e r y much 

d e p e n d e n t on w e a t h e r c o n d i t i o n s a t t h e s i t e . 

Q. I s A m e r i c a n H u n t e r E x h i b i t No. 3 a c o p y 

o f an a f f i d a v i t c o n f i r m i n g t h a t n o t i c e o f t h i s 

h e a r i n g has been p r o v i d e d as r e q u i r e d by D i v i s i o n 

r u l e s ? 

A. Yes. 

Q. I n y o u r o p i n i o n , w i l l a p p r o v a l o f t h i s 

a p p l i c a t i o n be i n t h e b e 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 w a s t e 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 ? 

A. Yes, we b e l i e v e s o . 

Q. Were E x h i b i t s 1 t h r o u g h 3 e i t h e r 

p r e p a r e d by y o u o r c o m p i l e d a t y o u r d i r e c t i o n ? 

A. Yes, t h e y w e r e . 

MR. CARR: A t t h i s t i m e , Mr. S t o g n e r , 

we w o u l d move t h e a d m i s s i o n o f A m e r i c a n H u n t e r 

E x h i b i t s 1 t h r o u g h 3. 

EXAMINER STOGNER: A r e t h e r e any 
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o b j e c t i o n s ? 

MR. KELLAHIN: No o b j e c t i o n s . 

EXAMINER STOGNER: E x h i b i t s 1 t h r o u g h 3 

w i l l be a d m i t t e d i n t o e v i d e n c e . 

MR. CARR: That c o n c l u d e s my d i r e c t 

e x a m i n a t i o n of Mr. Anderson. 

MR. STOVALL: Mr. St o g n e r , b e f o r e we 

s t a r t c r o s s - e x a m i n a t i o n , a r e you f a m i l i a r w i t h 

t h e p r e v i o u s case of American H u n t e r , the r e q u e s t 

f o r i n j e c t i o n i n t o t h e 2A and t h e r e q u e s t f o r t h e 

f l a r i n g l a s t summer? 

THE WITNESS: Yes, a l t h o u g h I d i d n ' t 

p a r t i c i p a t e i n i t . 

MR. STOVALL: Mr. Examiner, a t t h i s 

t i m e I b e l i e v e those cases s h o u l d be i n c o r p o r a t e d 

i n t o t h e r e c o r d o f t h i s case, because t h i s i s not 

a s h o r t - t e r m h i s t o r y case. T h i s has been g o i n g 

on e s s e n t i a l l y s i n c e t h e 3F was d r i l l e d , and 

we've had two o t h e r cases d e a l i n g w i t h the same 

i s s u e of t h e d i s p o s i t i o n o f gas. I t h i n k t h e 

h i s t o r y b u i l t i n th o s e cases i s i n t e g r a l t o a 

d e c i s i o n i n t h i s case? 

EXAMINER STOGNER: Mr. C a r r , do you 

remember o f f h a n d what t h o s e case numbers were? 

MR. CARR: No, s i r , I do n o t . But we 
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w o u l d c e r t a i n l y a g r e e t h a t t h e y s h o u l d be 

i n c o r p o r a t e d i n t o t h e r e c o r d o f t h i s p r o c e e d i n g . 

EXAMINER STOGNER: The two p r e v i o u s 

c a s e s a t l e a s t , and I b e l i e v e t h e r e m i g h t have 

been more a l l u d e d t o i n t h e h o r i z o n t a l 

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

MR. KELLAHIN: I have t h o s e f o r y o u , 

Mr. E x a m i n e r . Case No. 10560. 

MR. STOVALL: W h i c h one was t h a t , Tom? 

MR. KELLAHIN: T h a t i s t h e e x c e p t i o n t o 

t h e n o - f l a r e a p p l i c a t i o n . T h a t ' s t h e one t h a t 

Mr. S t o g n e r h e a r d i n J u l y . I t ' s O r d e r No. 

R-9766. 

And t h e o t h e r c a s e i s 10534. I t ' s 

O r d e r No. R-9735. And t h a t was t h e o r d e r t h a t 

a p p r o v e d t h e r e i n j e c t i o n o f gas p r o d u c e d f r o m t h e 

3F i n t o t h e 2A w e l l i n S e p t e m b e r o f 92. 

EXAMINER STOGNER: A t t h i s t i m e I ' l l 

t a k e a d m i n i s t r a t i v e n o t i c e o f b o t h Cases 10534 

and 10567. 

Do y o u have a n y t h i n g e l s e a t t h i s 

t i m e ? 

MR. STOVALL: No. W e ' l l l e t t h e 

p a r t i e s p r o c e e d a nd t h e n I do have some q u e s t i o n s 

a f t e r t h a t , b u t I w a n t e d t o g e t t h a t i n b e f o r e we 
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s t a r t e d c r o s s - e x a m i n a t i o n . 

EXAMINER STOGNER: Mr. K e l l a h i n . 

MR. KELLAHIN: Thank you, Mr. Examiner 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Anderson, g i v e me some of your 

p e r s o n a l i n v o l v e m e n t i n t h e p r o j e c t so t h a t I 

u n d e r s t a n d when you became p e r s o n a l l y i n v o l v e d i 

t h e management o f t h i s w e l l , p a r t i c u l a r l y i n 

r e l a t i o n s h i p t o Mr. A r t e n d a l e whom we've had 

t e s t i f y on p r e v i o u s o c c a s i o n s b e f o r e the 

D i v i s i o n ? 

A. Yes, Mr. A r t e n d a l e h a n d l e d t h e case up 

t h r o u g h or around t h e b e g i n n i n g of September, a t 

w h i c h t i m e he was a s s i g n e d t o o t h e r d u t i e s and 

t h i s p a r t i c u l a r p r o j e c t came i n t o one o f our 

p r o d u c t i o n b u s i n e s s u n i t s and I was handed 

r e s e r v o i r r e s p o n s i b i l i t y . 

The e n g i n e e r i n g had a l r e a d y been done 

on t h e gas i n j e c t i o n a t t h a t p o i n t , a l t h o u g h t h e 

summer t e s t had not been c o m p l e t e d and I was t h e 

one who d i d t h e e n g i n e e r i n g on t h e summer t e s t . 

Q. P r i o r t o t h e t i m e you were i n v o l v e d , 

d i d you have any o t h e r i n v o l v e m e n t w i t h the 

p r o j e c t , or was t h a t Mr. A r t e n d a l e 1 s 
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r e s p o n s i b i l i t y ? 

A. I t was Mr. A r t e n d a l e 1 s r e s p o n s i b i l i t y . 

Q. I n r e v i e w i n g the i n f o r m a t i o n and the 

a c t i v i t i e s o f your company c o n c e r n i n g t h i s 

f l a r i n g i s s u e , have you r e v i e w e d the t r a n s c r i p t s 

and t h e e x h i b i t s and t h e o r d e r s f r o m t h e s e o t h e r 

two cases? 

A. Yes, b u t I don't t h i n k I c o u l d r e c i t e 

them . 

Q. I was h o p e f u l t h a t you perhaps c o u l d 

t a k e me t h r o u g h t h e s e i n sequence w i t h r e g a r d s to 

th e o r d e r Mr. Stogner e n t e r e d t h a t a p p r oved, on a 

s h o r t - t i m e i n t e r v a l , t h e f l a r i n g of gas from the 

3F w e l l . 

Let me show t h i s one t o you. I t ' s 

Order No. R-9766, and l e t me ask you i f y o u ' r e 

f a m i l i a r w i t h t h a t o r d e r ? 

A. Yes. T h i s i s t h e one t h a t gave 

a p p r o v a l t o f l a r e between J u l y 9 t h and November 

7 t h , a 120-day t e s t p e r i o d . 

Q. I n o p e r a t i n g t h e w e l l d u r i n g t h a t 

a l l o w e d f l a r i n g i n t e r v a l , d i d you a c t u a l l y 

p roduce t h e w e l l and f l a r e t h e gas? 

A. Yes, we d i d , f o r t h e p e r i o d J u l y 9 t h 

t h r o u g h September 1 1 t h or 1 2 t h . We d i d n ' t use 
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t h e e n t i r e p e r i o d , b u t we used p a r t o f i t . 

Q. I n f l a r i n g t h e gas and p r o d u c i n g t h e 

w e l l , do you t r a c k your p r o d u c t i o n on a d a i l y 

b a s i s ? 

A. Yes, we do. 

Q. Do you propose t o c o n t i n u e t o t r a c k 

p r o d u c t i o n d u r i n g a t e s t p e r i o d on a d a i l y b a s i s ? 

A. A b s o l u t e l y . Yes. 

Q. I n t h e p a s t , American Hunter has had a 

good w o r k i n g r e l a t i o n s h i p w i t h Mr. Greer and h i s 

company t o share and exchange d a t a and 

equipment. Do you see any reason not t o c o n t i n u e 

t o s hare d a t a w i t h Mr. Greer w i t h r e g a r d s to the 

t e s t or t h e p r o d u c t i o n i n f o r m a t i o n ? 

A. No. I n t h i s p r oposed t e s t , we would be 

happy t o share t h e r e s u l t s . 

Q. D u r i n g t h e f i r s t f l a r e p e r i o d , 120-day 

a u t h o r i z e d p e r i o d , can you t e l l me what was t h e 

average g a s / o i l r a t i o f o r t h e w e l l d u r i n g t h a t 

p e r i o d of t ime? 

A. I c a n ' t . We c o u l d go back and l o o k a t 

our r e c o r d s and t e l l you. I know t h a t i t was 

r u n n i n g a t about 1,000 c u b i c f e e t per b a r r e l a t 

t h e end o f t h e t e s t , b ut I'm n o t su r e what i t was 

at t h e b e g i n n i n g . 
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Q. The b a s i s f o r your r e q u e s t today i s n o t 

t i e d back i n t o t h e a c t u a l g a s / o i l r a t i o o f t h e 

w e l l , b u t r a t h e r t i e d t o t h e gas volume w h i c h you 

r e a l i z e d from u s i n g t h e 2 , 0 0 0 - t o - l g a s / o i l r a t i o ? 

A. No. The proposed volumes here a re 

based on t h a t f i n a l t h o u s a nd GOR, not t h e 2,000. 

Q. Okay. I ' v e c o n f u s e d m y s e l f , t h e n . For 

t h i s proposed f l a r i n g p e r i o d t h e n , what would be 

the l i m i t i n g f a c t o r t o t h e amount of gas you can 

f l a r e f r o m t h e w e l l ? 

A. The a c t u a l d a i l y gas volume. We've 

su g g e s t e d c a p p i n g i t a t 800 Mcf per day. 

Q. A l l r i g h t . What i s t h e a b i l i t y o f the 

w e l l t o produce i t s a l l o w a b l e d u r i n g t h e f i r s t 

f l a r i n g e x c e p t i o n p e r i o d ? 

A. I t was produced a t about 600 b a r r e l s 

per day d u r i n g t h a t p e r i o d . The a l l o w a b l e was 

800. I t h i n k t h e r e were m e c h a n i c a l reasons f o r 

not g o i n g p a s t 600 a t t h e t i m e , b u t we have p u t 

new equipment on t h e w e l l s i t e and we're l o o k i n g 

a t 800 b a r r e l s per day. 

Q. You've d e m o n s t r a t e d c u r r e n t l y t h a t t h e 

w e l l has t h e c a p a c i t y t o produce 800 b a r r e l s of 

o i l a day? 

A. Oh, yes. 
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Q. The p e r i o d o f t i m e t h a t y o u ' r e 

p r o p o s i n g t o be exempted from t h e n o - f l a r e r u l e 

i s a s i x - m o n t h p e r i o d ? 

A. A s i x - m o n t h maximum, b u t we wo u l d s t o p 

f l a r i n g n a t u r a l l y as soon as t h e p i p e l i n e was 

a v a i l a b l e f o r t a k i n g gas. 

Q. What date do you want a p p r o v a l t o 

commence ? 

A. January 1 s t . Or, I suppose, e i t h e r 

J anuary 1 s t or whenever c o n s t r u c t i o n s t a r t s on 

t h e p i p e l i n e . 

Q. T e l l me how t h i s f i t s i n w i t h what t h e 

BLM has r e q u i r e d of you i n one o f these l e t t e r s 

a t t a c h e d t o E x h i b i t No. 2. 

I f y o u ' l l f i n d a copy o f t h a t f o r me, 

i t ' s t h e second l e t t e r i n t h e package. I'm 

l o o k i n g f o r a d a t e on i t and I c a n ' t seem t o f i n d 

a d a t e on i t . I t ' s t r a n s m i t t e d by f a c s i m i l e . I t 

shows a f a c s i m i l e d a t e o f December 15, 1992. 

MR. DAVIS: I ' l l c l a r i f y t h a t . I t went 

out r i g h t a f t e r I f a x e d i t . I t went out 

c e r t i f i e d m a i l on t h e same d a t e . The s e c r e t a r y 

stamps i t and she m a i l s i t o u t . I d i d n ' t r e a l i z e 

she hadn't stamped i t when I f a x e d i t . 

MR. STOVALL: Mr. D a v i s , l e t me ask you 
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t h i s , t o o , t o make sure t h a t we're up t o d a t e and 

c u r r e n t as we go i n t o t h i s . I s t h i s t h e same 

l e t t e r w h i c h you proposed t o subm i t t o d a y - - o r a t 

l e a s t on t h e c o n d i t i o n s and i s s u e s - -

MR. DAVIS: The c o n d i t i o n s and i s s u e s 

are t h e same as what I would l i k e t o s u b m i t . I 

have j u s t a s t a t e m e n t . 

MR. STOVALL: So, i f we ask q u e s t i o n s 

based upon t h i s , we are a s k i n g q u e s t i o n s based 

upon t h e c u r r e n t BLM p o s i t i o n w i t h r e s p e c t t o 

t h i s l e t t e r ? 

MR. DAVIS: E x a c t l y , and I have a 

s t a t e m e n t t h a t c o v e r s t h e same i s s u e s . I t ' s n o t 

th e same l e t t e r , i t ' s j u s t a h e a r i n g s t a t e m e n t 

c o v e r i n g t h i s case. 

MR. STOVALL: When Mr. K e l l a h i n 

f i n i s h e s , I would l i k e f o r you to make some 

c o p i e s so we can g e t everybody a copy of t h a t , 

t o o . You can use our c o p i e r . 

MR. DAVIS: Okay. That's f i n e . 

Q. (BY MR. KELLAHIN) Mr. Anderson, have 

you got a copy o f t h e l e t t e r t h a t i s e x e c u t e d by 

Mike Pool as Area Manager, t h a t has a f a c s i m i l e 

d a t e o f December 15, 1992? 

A. Yes. 
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Q . Has your company c o m m i t t e d i t s e l f t o 

a t t e m p t t o comply w i t h t h e c o n d i t i o n s of a p p r o v a l 

f r o m t h e Bureau o f Land Management f o r t h e 

f l a r i n g p r o c e d u r e ? 

A. Yes. 

Q. Let me ask you t o go down t h r o u g h t h i s 

w i t h me and have you g i v e me an update on where 

we s t a n d i n terms o f t h e c o n d i t i o n s of a p p r o v a l . 

The f i r s t one i s a t t h e b o t t o m of the 

p a r a g r a p h w i t h No. 1. What's t h e s t a t u s of 

s a t i s f y i n g t h a t c o n d i t i o n ? 

A. I t h i n k we've spoken about t h a t 

a l r e a d y . We do have T r i b a l C o u n c i l a p p r o v a l , and 

we have r e c e i v e d a l e t t e r f r o m t h e T r i b e as of 

tod a y i n our Denver o f f i c e . 

We a r e a p p l y i n g t o t h e BIA. We do have 

BLM a p p r o v a l , by way of t h i s l e t t e r i n f a c t , i f 

gas s a l e s are approved. 

Q. The o n l y o t h e r a p p r o v a l n e c e s s a r y as 

you would u n d e r s t a n d i t would be one from t h e O i l 

C o n s e r v a t i o n D i v i s i o n ? 

A. Yes, a l t h o u g h I'm n o t aware t h e y 

approve gas s a l e s . I f so, t h e n we would 

c e r t a i n l y a p p l y f o r i t . 

MR. STOVALL: Mr. K e l l a h i n , l e t ' s make 
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su r e were l o o k i n g a t t h e same t h i n g h e r e . I t 

sounds t o me l i k e he's t a l k i n g about No. 1, i s 

t h a t c o r r e c t , t h e p i p e l i n e c o n s t r u c t i o n ? I s t h a t 

what y o u ' r e t a l k i n g about? 

THE WITNESS: Yes. 

MR. STOVALL: There are two s e t s of 

pa r a g r a p h s i d e n t i f i e d l i k e t h a t . 

Q. I had m i s r e a d t h i s , Mr. Anderson. I'm 

l o o k i n g a t numbered p a r a g r a p h one and, yo u ' r e 

r i g h t , i t ' s a p p r o v a l s w i t h r e g a r d s t o t h e 

c o n s t r u c t i o n o f p i p e l i n e . The D i v i s i o n here i s 

no t g o i n g t o a c t on t h a t . 

A. R i g h t . 

Q. So, y o u ' r e t e l l i n g me we've got our 

a p p r o v a l s f o r c o n s t r u c t i o n ? 

A. Yes, or t h e y ' r e underway. 

Q. Except f o r t h e BIA? 

A. Yes. 

Q. Are t h e r e any c o n d i t i o n s l e f t t o be 

s a t i s f i e d w i t h BIA? 

A. Not t h a t I'm aware o f . 

Q. Number 2, a c o n t r a c t w i t h a p i p e l i n e 

c o n s t r u c t i o n company has n o t y e t been o b t a i n e d . 

I u n d e r s t o o d you t o have t h o s e o u t f o r b i d ? 

A. Tha t ' s c o r r e c t . 
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Q. What i s t h e t i m i n g f o r o b t a i n i n g an 

a c t u a l c o n t r a c t ? 

A. We're h o p i n g t o have i t by t h e 

b e g i n n i n g of t h e new y e a r . 

Q. Have you s e l e c t e d a c e r t a i n group o f 

c o n s t r u c t i o n companies i n w h i c h t o r e q u e s t b i d s 

from? 

A. I'm n o t s u r e . I t i s i n t h e hands o f 

our p r o j e c t e n g i n e e r i n g group a t C a l g a r y . 

Q. Do you know what t h e t i m e frame i s f o r 

a c t u a l c o n s t r u c t i o n once c o n s t r u c t i o n commences? 

A. W e l l , we t h i n k i t c o u l d be as s h o r t as 

about a month, b u t a g a i n i t depends on how much 

snow or f r e e z i n g t e m p e r a t u r e s we have i n t h e 

area . 

Q. No. 3, have you s a t i s f i e d t h i s 

c ond i t i o n ? 

A. No. We're s p e a k i n g i n g e n e r a l terms a t 

t h i s h e a r i n g o f t h e 800 b a r r e l s , 800 Mcf per 

day. We're s t i l l d o i n g work i n t h e o f f i c e t o 

d e c i d e whether w e ' l l do i t as a s e r i e s o f p u l s e s 

and e x a c t l y how we would measure t h e p r e s s u r e , 

o t h e r t h a n we would p l a n t o use e l e c t r o n i c 

gauges. 

Q. No. 4 says t e s t i n g w i l l be d i s c o n t i n u e d 
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when t h e o b j e c t i v e s or g o a l s have been met. What 

would be t h e o b j e c t i v e s or g o a l s ? 

A. That w o u l d be g e t t i n g good p r e s s u r e 

d a t a from t h e p r e s s u r e r e c o r d e r s a t t h e base of 

t h e we 11. 

Q. A l l r i g h t . No. 5, t h a t ' s s i m p l y a 

c o n d i t i o n t h a t you had accepted? 

A. We've a c c e p t e d t h e c o n d i t i o n t h a t we 

don ' t s t a r t t e s t i n g u n t i l t h e p h y s i c a l p i p e l i n e 

c o n s t r u c t i o n has begun. 

Q. What i s t h e s t a t u s of No. 6? 

A. W e l l , we don't see No. 6 t o be an 

i s s u e . The 640 a c r e s p a c i n g i n t h e area i s 

a c c e p t a b l e t o us. We u n d e r s t a n d t h a t t h a t i s 

s t i l l a c c e p t a b l e t o t h e BLM. We're d r i l l e d on 

t a r g e t w i t h i n a 640-acre s p a c i n g u n i t , so we 

don't see t h a t t h e r e i s a c o r r e l a t i v e r i g h t s 

i s s u e w i t h e i t h e r t h e l a n d h o l d e r s t o t h e n o r t h or 

to t h e s o u t h . 

American Hunter has t h e l a n d s t o t h e 

immediate e a s t and west o f t h i s s e c t i o n . 

Q. One o f t h e o f f s e t l e a s e s i s t h e 

Benson-Montin-Greer l e a s e , i s i t n o t ? 

A. Yes. 

Q. Have you y e t o b t a i n e d t h e a p p r o v a l o f 
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t h a t l e s s e e ? 

A. No, b u t we wer e n ' t aware t h a t we had t o 

ask because we a r e on t h e s t a n d a r d s p a c i n g u n i t . 

Q. How would you pr o p o s e , t h e n , t o r e s o l v e 

t h e c o r r e l a t i v e r i g h t s i s s u e s w i t h o f f s e t 

l e s s e e s ? 

A. W e l l , as I s a i d a moment ago, I do n ' t 

t h i n k t h e r e i s an i s s u e . I f t h e BLM wis h e s t o 

pursue t h i s , w e ' l l c e r t a i n l y have d i s c u s s i o n s 

w i t h them. 

Q. You have n o t f i l e d an a p p e a l f r o m t h i s 

a r e a manager's d e c i s i o n w i t h r e g a r d s t o t h a t 

i t e m , have you? 

A . No . 

Q. Perhaps one o f t h e ways t o r e s o l v e 

c o r r e l a t i v e r i g h t s w i t h o f f s e t t i n g l e s s e e s would 

be t h e a b i l i t y t o share and p a r t i c i p a t e i n t h e 

g a t h e r i n g l i n e when c o n s t r u c t e d . Have you 

c o n s i d e r e d t h a t , and i s American Hunter w i l l i n g 

t o c o n s i d e r p a r t i c i p a t i o n i n t h e g a t h e r i n g l i n e 

so t h a t h i s gas produced f r o m h i s w e l l c o u l d be 

t a k e n t o market? 

A. Yeah, t h a t w o uld be a s e p a r a t e b u s i n e s s 

d e c i s i o n . I do n ' t t h i n k i t would have any e f f e c t 

on whether or n o t we t e s t t h i s w e l l . 
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Q. I s that an opportunity a v a i l a b l e to Mr. 

Greer? 

A. Well, w e ' l l c e r t a i n l y l i s t e n to 

p r o p o s a l s . 

Q. Were there any t e s t s conducted during 

t h i s f i r s t 120-day n o - f l a r e e x c e p t i o n that Mr. 

Stogner approved for you during the summer 

pe r i o d ? Were there any t e s t s conducted on the 

w e l l ? 

A. Yes. That was the t e s t 1 r e v j c w t d i 

my p r e v i o u s testimony. 

Q. The p r e s s u r e maintenance order 

a u t h o r i z e d gas i n j e c t i o n into the 2A w e l l , I 

b e l i e v e i t i s ? 

A. Yes. 

Q. A l l r i g h t . Why have you not proceeded 

with the r e i n j e c t i o n of gas under a p r e s s u r e 

maintenance p r o j e c t ? 

A. Well, as I demonstrated in my 

testimony, the t e s t t hat we ran during the summer 

did give us important information on the 2A that 

i n d i c a t e d t h a t i t was not an a c c e p t a b l e i n j e c t o r , 

and to go ahead with an i n j e c t i o n program would 

not be the prudent way to go. 

Q. The f l a r i n g of gas now a l l o w s you to 
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produce o i l that you would have to postpone 

production on u n t i l you could a c t u a l l y take that 

gas to market, u n l e s s you get a n o - f l a r e 

except ion? 

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

Q. I t ' s not going to have anything to do 

with reducing u l t i m a t e r e c o v e r i e s from t h i s w e l l 

or from the r e s e r v o i r , i s i t ? 

A. No . 

Q. Have you examined to determine the 

r e l a t i o n s h i p between the producer, the 3F--£'m 

s o r r y . The 3P i s the-• 

A. - - i s the producing w e l l . 2A i s the 

o f f s e t t i n g w e l l . 

Q. The r e l a t i o n s h i p between those two 

w e l l s , to see i f there were any l i m i t a t i o n s i n 

the c o n t i n u i t y of the r e s e r v o i r between thoso two 

w e l l s ? 

A. We b e l i e v e that those two w e l l s are not 

i n s u f f i c i e n t communication to allo w a gas 

i n j e c t i o n scheme to go ahead, but that there 

s t i l l may be s u b t l e communication that would 

i n d i c a t e g r a v i t y drainage. 

And t h a t ' s why we wanted to use, during 

t h i s proposed t e s t , the 2A w e l l as an o b s e r v a t i o n 
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w e l l . And i t should be i n a q u i e s c e n t s t a t e now 

so t h a t any p r e s s u r e v a r i a t i o n s i n that w e l l 

could be o b s e r v a b l e . 

Q. Mr. A r t e n d a l e , i n h i s p r i o r testimony, 

had r a t h e r s t r o n g o p i n i o n s about the high 

p r o b a b i l i t y of g r a v i t y drainage between the two 

w e l l s with a 20-percent dip, the c l o s e p r o x i m i t y 

of the w e l l s , and the high-angle of v e r t i c a l 

d i f f e r e n c e between them because of s t r u c t u r a l 

p o s i t i o n . And so he was of a s t r o n g opinion that 

we would have an e f f e c t i v e p r e s s u r e maintenance 

opportunity here. 

A. Yes. 

Q. Has t h e r e been data developed t h a t you 

have looked at to give you an e x p l a n a t i o n as to 

why t h a t communication may not be b e t t e r ? 

A. Yes. The data that Mr. Artendale had 

at h i s d i s p o s a l when he was making t h a t 

s u g g e s t i o n would i n d i c a t e or would suggest to any 

rea s o n a b l e person that the 2A w e l l was a good 

w e l l . We had done a build-up t e s t that i n d i c a t e d 

a f a i r l y high p e r m e a b i l i t y t h i c k n e s s i n t h a t the 

w e l l , on a sh o r t - t e r m b a s i s , would be able to 

accept f i v e m i l l i o n c u b i c f e e t a day, or 

something i n t h a t order. 
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I n a d d i t i o n , we did an o i l i n j e c t i v i t y 

t e s t which was about h a l f a day of d u r a t i o n and 

the w e l l took a l a r g e volume of o i l on vacuum. 

Both of those t h i n g s i n d i c a t e t h a t there was good 

r e s e r v o i r p r o p e r t i e s , at l e a s t i n the immediate 

w e l l b o r e v i c i n i t y . 

We a l s o had e x c e l l e n t w e l l b o r e 

p r o p e r t i e s or r e s e r v o i r p r o p e r t i e s around the 3F 

w e l l , so i t was re a s o n a b l e to assume that good 

r e s e r v o i r or good f r a c t u r e s e x i s t e d between the 

two w e l l s . 

As i t turned out, the t e s t s t h a t we ran 

i n the summer, because i t was of longer d u r a t i o n , 

i n d i c a t e d t h a t t h a t connection i s n ' t as good as 

we had p r e v i o u s l y thought. 

Q. Do you have any g e o p h y s i c a l data to 

i n d i c a t e that there may be an e x p l a n a t i o n as to 

why those connections are not as good as 

ant i c i p a t e d ? 

A. Well, we have run s e i s m i c a c r o s s both 

w e l l s . Both w e l l s do show an anomaly, I b e l i e v e , 

at each w e l l l o c a t i o n , but i n t e r p r e t i n g s e i s m i c 

i n t h i s a r e a i s a s u b t l e a r t and I'm not sure i f 

you can use s e i s m i c to demonstrate c o n t i n u i t y 

between w e l l s . 
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Q. Do you see any i n d i c a t i o n from ths 

g e o p h y s i c a l data there may be any f a u l t i n g or 

displacement that would a f f e c t c o n t i n u i t y ? 

A. No, not t h a t would break the Mancos 

format ion, no. 

Q. The t e s t i n g procedures, a l l the 

t e c h n i c a l l i t t l e goodies that you and Mr. Greer 

do, are the ones t h a t you propose to apply for 

t h i s f l a r e e x c e p t i o n p e r i o d comparable or the 

e q u i v a l e n t for those t h a t were conducted i n the 

September p e r i o d , I b e l i e v e ? 

A. Yes. We'll review what we d i d i n the 

September p e r i o d . We c e r t a i n l y want to do any 

t e s t i n g i n the most c o s t - e f f e c t i v e way p o s s i b l e . 

We want to use the most a c c u r a t e gauges we can 

get, of course, but minimize the amount of time 

you use them. So, w e ' l l do some e n g i n e e r i n g work 

on o p t i m i z i n g those f a c t o r s . 

Q. Can you give us a quick c h e c k l i s t of 

those items w i t h i n that f i r s t t e s t p e r i o d t h a t 

you propose to change or a l t e r the next time 

around? 

A. Yeah. 1 t h i n k the b i g g e s t - - t h e r e ' 1 1 be 

two changes. One i s that we would intend to flow 

the w e l l i n t e r m i t t e n t l y as opposed to 

RODRIGUEZ REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

1 8 

19 

20 

21 

22 

23 

24 

25 

41 

c o n t i n u o u s l y , i n t h e hopes of i m p o s i n g a p r e s s u r e 

p u l s e i n t o t h e r e s e r v o i r t h a t m i ght be 

measureable i n 2A. 

We wou l d p l a n t o measure p r e s s u r e a t 

th e 2A w e l l , and because i t ' s been s h u t i n now 

f o r s i x months, i t s p r e s s u r e s h o u l d be f u l l y 

b u i l t up and we s h o u l d be a b l e t o g e t b e t t e r 

q u a l i t y d a t a f r o m t h a t w e l l . 

Q. A g a i n , i s American Hunter w i l l i n g t o 

exchange and share t e s t i n f o r m a t i o n w i t h Mr. 

Greer so t h a t t h e w o r k i n g knowledge of t h e 

t e c h n i c a l p e o p l e i n t h e r e s e r v o i r i s improved? 

A. W e ' l l c e r t a i n l y pass the raw p r e s s u r e 

d a t a t o o t h e r i n t e r e s t o p e r a t o r s . 

Q. T e l l me s o m e t h i n g about what y o u ' r e 

g o i n g t o do w i t h t h e gas when you g e t i t t o 

mar k e t . Where i s i t t o be s o l d ? You s a i d 

N o r t h w e s t system? 

A. Yeah, we would t i e i t i n t o the 

No r t h w e s t P i p e . There's a t i e - i n p o i n t i n 

S e c t i o n 16, Township 27, Range 2. Th a t ' s about 

12 m i l e s f r o m t h e 3F w e l l . 

Once i s goes i n t o t h e N o r t h w e s t system, 

i t ' s t h e n g a t h e r e d t h r o u g h and compressed and i t 

ends up i n t h e I g n a c i o Gas P l a n t . We're 
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c u r r e n t l y t r y i n g to f i n d a gas s a l e s c o n t r a c t at 

the e x i t of t h a t p l a n t , but our marketing people 

suggest that that won't be very d i f f i c u l t . 

Q. Do you have any other options or 

c h o i c e s other than going to the Northwest system? 

A. That seems to be the best one. 

Q. I s t h e r e an option to go to the E l Paso 

system? 

A. I don't t h i n k so. Our marketers have 

looked at the options and f e e l t h i s i s the best 

one . 

Q. Can you r e l a t e to us the pros and cons 

of which system and why you chose, u l t i m a t e l y , 

the Northwest system? 

A. No, I'm a f r a i d I c a n ' t . I'm not a gas 

marketing e x p e r t . 

Q. Do you know anything about the gas 

p r i c i n g w ith regards to where you might a c h i e v e 

the g r e a t e s t p r i c e f o r the gas s o l d ? 

A. No . 

MR. KELLAHIN: Thank you, Mr. 

Anderson. 

EXAMINER STOGNER: Mr. S t o v a l l ? 

MR. STOVALL: A couple of q u e s t i o n s . I 

t h i n k you've answered most of them for Mr. 
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K e 1 l a h i n . 

EXAMINATION 

BY MR. STOVALL: 

Q. Let me understand, because there have 

been some changes of personnel here. What i s the 

h i e r a r c h y of a u t h o r i t y w i t h i n American Hunter, as 

f a r as decision-making? I assume that Mr. L i s t e r 

i s i n the f i e l d , so to speak, i s that c o r r e c t ? 

A. Yes. And he r e p o r t s to Jack Kern, who 

i s the manager of our Denver o f f i c e or American 

Hunter b u s i n e s s u n i t . 

I'm the e n g i n e e r i n g manager w i t h i n a 

u n i t c a l l e d r e g i o n a l p r o p e r t i e s , which i s a 

production b u s i n e s s u n i t t h a t t a k e s care of 

Hunter p r o p e r t i e s i n B r i t i s h Columbia, A l b e r t a , 

and here. 

E s s e n t i a l l y , we provide e n g i n e e r i n g 

s e r v i c e s to Mr. Kern's o f f i c e and we d e a l , more 

or l e s s , on an equal b a s i s with Mr. L i s t e r . 

Q. I t ' s not a h i e r a r c h y but r a t h e r you are 

a s e r v i c e c e n t e r to him, i s that c o r r e c t ? 

A. A member of the team, y es. 

Q. Are the shot s made as f a r as whether to 

do t e s t i n g , whether to apply for f l a r i n g , whether 

to b u i l d p i p e l i n e s , are those be made i n C a l g a r y ? 
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A. That would be on my recommendation, 

yes . 

Q. You make the recommendation to somebody 

higher than you, i s that c o r r e c t ? 

A. Well, I would make i t to Mr. Kern. 

Q. To Mr. Kern? 

A. Yes. 

Q. And he would make that f i n a l d e c i s i o n ? 

A. Yes, but depending on the magnitude, 

n a t u r a l l y . Management always l i k e s to e x e r c i s e 

t h e i r a u t h o r i t y . 

Q. I f we're t a l k i n g a m i l l i o n d o l l a r s or 

so? 

A. T h i s s o r t of an o p e r a t i o n would be 

w i t h i n Mr. Kern's purview. 

Q. L e t ' s use the BLM l e t t e r as a framework 

at the moment. I would kind of l i k e to get t h i s 

down to what i s r e a l l y — w h a t t h i s i s a l l about. 

They have some concerns, again r e f e r r i n g to t h e i r 

l e t t e r , and I'm going to go to the l e t t e r e d 

paragraphs, t h e i r t r u s t o b l i g a t i o n r e g a r d i n g 

I n d i a n m i n e r a l s , and t h e i r o b l i g a t i o n to prevent 

waste. 

J u s t r e a d i n g — a c t u a l l y , j u s t r e a ding 

E x h i b i t 2, i t appears that there may be some 
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i n c o n s i s t e n c y between the p o s i t i o n of the 

J i c a r i l l a Apache T r i b a l C o u n c i l and the Bureau of 

Land Management with r e s p e c t to what i s an 

a p p r o p r i a t e p r o t e c t i o n of I n d i a n T r i b a l 

m i n e r a l s . Would you agree that that i s t r u e , or 

not? 

A. You l o s t me somewhere along the way. 

Q. Well, your f i r s t l e t t e r from Mr. Bladh, 

r e p r e s e n t i n g the J i c a r i l l a T r ibe--and 1 w i l l 

s t a t e t h a t they are not e n t e r i n g an appearance 

and t h i s i s i n f o r m a t i o n only to us, to make sure 

t h a t they don't assume anything, that we take 

anything more than they do--they have s t a t e d t h a t 

they support your a p p l i c a t i o n . 

A. Yes. 

Q. And the BLM, r e f e r r i n g s p e c i f i c a l l y to 

paragraph A of the l e t t e r t h a t ' s part of E x h i b i t 

2 t h a t you answered Mr. K e l l a h i n ' s q u e s t i o n s 

about, sa y s that they have to prevent waste of 

I n d i a n m i n e r a l s . Now, presumably, that means the 

gas, would you assume? 

A. 1 would assume i t would mean a l l 

m i n e r a l s . 

Q. The concern i n t h i s case i s the gas 

because the o i l i s going to be s o l d i f i t ' s 
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produced, i s that c o r r e c t ? 

A. Yes. So i t sounds l i k e the J i c a r i l l a 

have given t h e i r support with fewer c o n d i t i o n s 

than the BLM. I s that the p o i n t ? 

Q. I guess the J i c a r i l l a would l i k e the 

o i l revenue, and the BLM would l i k e to p r o t e c t 

the gas, i t sounds l i k e . I'm a s k i n g what your 

understanding of that i s . You've d e a l t w ith both 

a g e n c i e s or your company has. 

A. I t h i n k the BLM i s more exp e r i e n c e d i n 

d e a l i n g w i t h i s s u e s such as t h i s and are probably 

aware of more of the i n t r i c a c i e s of an 

a p p l i c a t i o n such as t h i s . 

Q. 1 guess i t r a i s e s k i n d of an a u t h o r i t y 

q u e s t i o n , which I don't expect you to answer. 

Who speaks for the J i c a r i l l a Apache T r i b e ? I s i t 

the BLM or i s i t the J i c a r i l l a T r i b a l C o u n c i l and 

through t h e i r a t t o r n e y s ? 

And p l e a s e don't answer that q u e s t i o n . 

I don't even want to know what you t h i n k . 

Now, you have s t a t e d , I think 

s p e c i f i c a l l y you were t a l k i n g about paragraph No. 

6 of th a t l e t t e r , but paragraph B a l s o t a l k s 

about c o r r e l a t i v e r i g h t s . Why do you say t h e r e ' s 

not a c o r r e l a t i v e r i g h t s i s s u e ? 
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A. Well, e a r l i e r t h i s y ear, 

Benson-Montin-Greer a p p l i e d to d r i l l a h o r i z o n t a l 

w e l l i n S e c t i o n 9 and S e c t i o n 10, which are south 

of S e c t i o n 3 t h a t we have our w e l l on. 

At that time, and I'm not sure which 

agency s t a r t e d the b a l l r o l l i n g , but a moratorium 

was p l a c e d on a l l d r i l l i n g w i t h i n that township 

u n t i l the BLM--and i t was the BlA t h a t p l a c e d the 

moratorium, as I understand i t - - u n t i l the BLM had 

performed a r e s e r v o i r study to decide whether or 

not 640-acre s p a c i n g was a p p r o p r i a t e and whether 

or not drainage would occur between the proposed 

w e l l and the Hunter l a n d s . 

The answer, as I understand i t , as i t 

came back from the BLM r e c e n t l y , was that 640 

a c r e s was a p p r o p r i a t e s p a c i n g , that i f 

Benson-Montin-Greer were to d r i l l a w e l l on t h e i r 

lands immediately south of the Hunter lands, that 

c o r r e l a t i v e r i g h t s , from Hunter's p e r s p e c t i v e , 

would not be a d v e r s e l y a f f e c t e d . 

So, i t seems to me that you can't have 

i t both ways. I f you have p e r m i s s i o n to d r i l l a 

w e l l and you won't a f f e c t the s e c t i o n to the 

north, then t h a t w e l l t h a t ' s a l r e a d y there to the 

north won't a f f e c t the s e c t i o n to the south. 
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Q . Now, with r e s p e c t to c o r r e l a t i v e 

r i g h t s , the production l e v e l s which you are 

r e q u e s t i n g f or t h i s w e l l , are w i t h i n the 

a l l o w a b l e s e s t a b l i s h e d by the pool r u l e s , i s that 

c o r r e c t ? 

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

Q. So, i f you were to produce the gas i n t o 

a p i p e l i n e r a t h e r than f l a r e i t , you could 

produce at at l e a s t the r a t e you're a s k i n g f o r , 

i s t h a t c o r r e c t ? 

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

Q. So, i s there any d i f f e r e n c e w ith 

r e s p e c t to c o r r e l a t i v e r i g h t s between whether you 

f l a r e the gas or whether you produce i t i n t o a 

p i p e l i n e ? 

A. There's no d i f f e r e n c e . We're simply 

s u g g e s t i n g doing i t a l i t t l e e a r l i e r than having 

the p i p e l i n e i n p l a c e . 

Q. The other q u e s t i o n i s d e p l e t i o n of the 

d r i v e mechanism. Would the same answer apply to 

t h a t ? 

A. The r e s e r v o i r would be e q u a l l y d epleted 

w i t h a p i p e l i n e or without. 

Q. So, with r e s p e c t to th a t i s s u e , a waste 

i s s u e more has to do wi t h the gas? 
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A. Yes. The i s s u e i s around the 

d i s p o s i t i o n of the gas once i t reaches the 

s u r f a c e ; not what happens to i t i n the r e s e r v o i r . 

Q. You i n d i c a t e d i n , I th i n k , response to 

to Mr. C a r r ' s q u e s t i o n , and I ' l l ask you, could 

you do the same s o r t of t e s t i n g a f t e r you got the 

w e l l connected and gas was flowing i n t o a 

pipe 1ine ? 

A. I t ' s harder to do because you have a 

gas c o n t r a c t t h a t r e q u i r e s that you s e l l gas, 

u s u a l l y on a d a i l y b a s i s . N a t u r a l l y , our 

managers want to maximize cash flow from a w e l l 

l i k e t h i s , and i t ' s d i f f i c u l t f o r an engineer to 

suggest s h u t t i n g i n a w e l l for an extended p e r i o d 

w h i l e a gas p i p e l i n e i s st a n d i n g t h e r e w a i t i n g to 

take the gas. 

Q. Let me stop you r i g h t t h e r e . What 

you're a s k i n g now, i t ' s okay to do that same 

t e s t i n g and send t h a t same gas i n t o the 

atmosphere, i s that c o r r e c t ? 

A. Yes, but the m a j o r i t y of the revenue 

comes from the o i l , so to be shut i n when we're 

unable to produce, e s s e n t i a l l y , u n l i m i t e d l a t e r 

on, i s more d i f f i c u l t . I t ' s perhaps a l i t t l e b i t 

p s y c h o l o g i c a l , but we do see an opportunity here 
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to t e s t the w e l l somewhat u n f e t t e r e d by economic 

concerns, because we don't have that s a l e s 

pipe 1ine. 

Q. You a l s o see an opportunity to have a 

cash flow from the w e l l w h i l e you're b u i l d i n g the 

p i p e l i n e , i s t h a t c o r r e c t ? 

A. Yes, t h a t ' s t r u e . 

EXAMINER STOGNER: L e t ' s take about a 

five - m i n u t e r e c e s s . 

[A r e c e s s was taken.] 

EXAMINER STOGNER: Mr. S t o v a l l ? 

MR. STOVALL: 1 have no f u r t h e r 

q u e s t i o n s , Mr. Examiner. I do want to make a 

statement at the end, but I suppose other people 

might want to ask some q u e s t i o n s . 

EXAMINER STOGNER: Are there any other 

q u e s t i o n s of t h i s w i t n e s s ? 

MR. CARR: I might have one on r e d i r e c t 

i n n a t u r e . And we may be out of order, because 

t h e r e ' s j u s t one t h i n g i n the statement from the 

BLM th a t I think i s important to c l a r i f y . And I 

would have a q u e s t i o n i n response to th a t of Mr. 

Anderson. 

MR. STOVALL: At t h i s time, then, l e t ' s 

i d e n t i f y t h a t there has been handed out to a l l 
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the p a r t i e s i n t h i s case a document from the 

United S t a t e s Department of I n t e r i o r , Bureau of 

Land Management, Farmington Resource Area, dated 

December 16th, t h a t r e f e r s to t h i s case and i s 

i d e n t i f i e d as a h e a r i n g statement. 

Mr. B r i a n Davis with the Bureau of Land 

Management i s here. B r i a n , would you i d e n t i f y 

y o u r s e l f , who you a r e , and your p o s i t i o n ? 

MR. DAVIS: I'm B r i a n D a v i s . I'm a 

petroleum engineer w i t h the r e s e r v o i r management 

group of the Farmington Resource Area of the 

BLM. 

MR. STOVALL: And, Mr. Davis, have you 

been asked by your a r e a manager to come down to 

t h i s h e a r i n g and p r e s e n t t h i s w r i t t e n statement 

to the Examiner and to the p a r t i e s i n t h i s c a s e ? 

MR. DAVIS: Yes, 1 have. 

MR. STOVALL: I t ' s your understanding 

t h a t t h i s does r e p r e s e n t the p o s i t i o n of the BLM 

w i t h r e s p e c t to t h i s a p p l i c a t i o n at t h i s time? 

MR. DAVIS: Yes, i t does. 

MR. STOVALL: Okay. And t h a t w i l l not 

be marked as an e x h i b i t because i t i s a statement 

of p o s i t i o n by one r e g u l a t o r y agency to another 

r a t h e r than a documentation of any s o r t of 
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f a c t u a l I n f o r m a t i o n . 

EXAMINER STOGNER: T h i s document w i l l 

be accepted i n t o the r e c o r d and made a p a r t 

t h e r e o f . 

Mr. C a r r , I b e l i e v e you wanted to make 

or you have a q u e s t i o n on t h i s p a r t i c u l a r 

statement ? 

MR. CARR: I t h i n k 1 can do i t by j u s t 

a s k i n g Mr. Anderson a couple of q u e s t i o n s , with 

your p e r m i s s i o n , j u s t i n the nature of 

c l a r i f i c a t i o n . 

EXAMINER STOGNER: Go ahead, Mr. C a r r . 

FURTHER EXAMINATION 

BY MR. CARR: 

Q. Mr. Anderson, you've reviewed the 

h e a r i n g statement that has j u s t been pre s e n t e d by 

the Bureau of Land Management, have you not? 

A. Yes. 

Q. The second paragraph i n t h a t l e t t e r 

reads, "The s u b j e c t a p p l i c a t i o n seeks p e r m i s s i o n 

to produce without v e n t i n g r e s t r i c t i o n s w h i l e gas 

s a l e s l i n e c o n s t r u c t i o n i s proceeding to 'gather 

data to determine i f g r a v i t y drainage i s an 

e f f e c t i v e d e p l e t i o n mechanism." 

I t then goes on to note t h a t the 
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Farmington BLM O f f i c e granted the six-month 

t e s t i n g p e r i o d w i t h u n r e s t r i c t e d v e n t i n g f o r t h i s 

v e ry reason. 

I s i t your understanding t h a t the 

o r i g i n a l t e s t was to gather data to determine i f 

g r a v i t y drainage was, i n f a c t , an e f f e c t i v e 

d e p l e t i o n mechanism? 

A. No. We weren't r e a l l y c o n s i d e r i n g t h a t 

at the time of the pr e v i o u s t e s t . The BLM 

approved the t e s t back i n J u n e — o r , excuse me, 

J u l y of 92, to gather a d d i t i o n a l data on o i l 

production and corresponding GOR, but r e a l l y no 

mention was made of g r a v i t y drainage back at that 

t ime . 

The statement t h a t Mr. Carr quoted i n 

quotes j u s t now, "to gather data to determine i f 

g r a v i t y drainage i s an e f f e c t i v e d e p l e t i o n 

mechanism," i s but one of s e v e r a l o b j e c t i v e s of 

the t e s t and i t ' s probably a minor p i e c e of the 

data that we expect to get from t h i s . And I 

thin k I've o u t l i n e d the in f o r m a t i o n t h a t we do 

propose to get from t h i s t e s t . 

MR. CARR: That's a l l . 

EXAMINER STOGNER: Are there any other 

q u e s t i o n s of t h i s w i t n e s s ? 
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MR. KELLAHIN: J u s t one point of 

c l a r i f i c a t i o n . 1 b e l i e v e he's a l r e a d y answered 

my q u e s t i o n , but l e t me put i t to him aga i n . 

FURTHER EXAMINATION 

BY MR. KELLAHIN: 

Q. The r e s e r v o i r at t h i s point has one 

producing w e l l ? 

A. Hunter has one producing w e l l on i t s 

land, y e s . 

Q. We're an e x t e n s i o n or s u b j e c t to the 

West Puerto Chiquito-Mancos o i l pool? 

A. Yes. 

Q. We're 640 o i l spacing? 

A. Yes. 

Q. Mr. Greer's S e c t i o n s 9 and 10 to the 

south and west of you, have w e l l s proposed for 

those two s e c t i o n s as you understand i t ? 

A. Yes. 

Q. American Hunter has no o b j e c t i o n to Mr. 

Greer d r i l l i n g those w e l l s ? 

A. Well, we can n e i t h e r o b j e c t nor approve 

so long as Mr. Greer d r i l l s those w e l l s w i t h i n 

the standard s p a c i n g u n i t , a c c o r d i n g to a l l the 

a p p l i c a t i o n r e g u l a t i o n s . 640-acre s p a c i n g i s the 

e s t a b l i s h e d s p a c i n g i n t h a t a r e a , so we, 
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e s s e n t i a l l y , cannot have an o p i n i o n . 

Q. And, as I understand i t , h i s proposal 

would be c o n s i s t e n t w ith those r u l e s ? He's not 

s e e k i n g unorthodox l o c a t i o n s ? He has a standard 

640 s p a c i n g u n i t , so there would be no 

opportunity for you to o b j e c t to h i s w e l l s ? 

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

Q. And i f Mr. Greer has the a u t h o r i t y to 

go ahead and d r i l l h i s w e l l s , complete them and 

produce h i s gas, then t h a t w i l l be h i s e x e r c i s e 

of an opportunity to p r o t e c t h i s c o r r e l a t i v e 

r i g h t s ? 

A. Yes. And we would expect the same 

r i g h t s on our land o f f s e t t i n g him. 

MR. KELLAHIN: A l l r i g h t . Thank you, 

Mr. Stogner. 

EXAMINER STOGNER: I have a few 

quest i o n s . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Without b r i n g i n g economics i n t o the 

p i c t u r e j u s t f or a moment, and j u s t l o o k i n g at 

the s c i e n t i f i c / e n g i n e e r i n g data, would there be 

any harm done to the r e s e r v o i r i t s e l f f o r l e a v i n g 

the w e l l , i n t h i s p a r t i c u l a r case, shut i n u n t i l 
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such time as the p i p e l i n e i s hooked up? I s there 

going to be any p o t e n t i a l drainage or l o s s of 

e i t h e r o i l or gas production? 

A. No. 

Q. But i f the gas i s hooked up, you don't 

see t h a t your t e s t r e s u l t s w i l l be adequate 

u n l e s s the w e l l i s being vented to atmosphere? 

Am I h e a r i n g t h a t r i g h t ? 

A. No. The d i s p o s i t i o n of the gas i s not 

c r i t i c a l to the t e s t . We simply see an 

opportunity to t e s t the w e l l now, get the 

in f o r m a t i o n out as e a r l y as p o s s i b l e , and that 

w i l l l e t us a c c e l e r a t e whatever f u t u r e 

development we may do. 

Q. By s i x months, i n t h i s p a r t i c u l a r 

i n s t a n c e ? 

A. Yes. 

Q. Okay. Now, i n looking at E x h i b i t No. 

1, and I want to make sure I understand American 

Hunter's p o s i t i o n on t h i s , t h i s i s on J i c a r i l l a 

R e s e r v a t i o n land? 

A. Yes. 

Q. And e s s e n t i a l l y the r o y a l t y belongs to 

who? 

A. The J i c a r i l l a , as 1 understand. 
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Q. The J i c a r i l l a T r i b e ? 

A . Yes . 

Q. You have a l e a s e w ith the J i c a r i l l a 

T r i b e ? 

A. Yes . 

Q. You, being "American Hunter. II 

A . Yes . 

Q. So, American Hunter, a c t i n g f o r the 

r o y a l t y i n t h i s p a r t i c u l a r i n s t a n c e , and your 

p o s i t i o n through E x h i b i t No. 2, you f e e l t h a t the 

r o y a l t y i n t e r e s t has given you a u t h o r i z a t i o n to 

vent the gas at t h i s point under these terms? 

owner has given you t h e i r p e r m i s s i o n to put the 

o i l i n t e r e s t , produce i t , s e l l i t now, and l e t 

the gas go at t h i s p a r t i c u l a r p o i n t , one 

p a r t i c u l a r m i n e r a l over another, t h i s being o i l 

and gas? 

A. Yes. 

Q. And you're working through t h i s 

arrangement with the r o y a l t y i n t e r e s t ? 

A. Yes. 

Q. I wish 1 had a p i p e l i n e map out t h e r e , 

but you did a l l u d e to the f a c t that you looked at 

A. Yes. 

Q. So, e s s e n t i a l l y , the r o y a l t y i n t e r e s t 
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a Northwest and an E l Paso p r o p o s a l . Am I to see 

or t h i n k that the E l Paso w e l l i s c l o s e r , j u s t as 

c l o s e , or f u r t h e r than t h i s p a r t i c u l a r - -

A. I t was my understanding that E l Paso 

was much f u r t h e r . They're not on t h i s map that I 

provided, and I'm at a l o s s to t e l l you where 

they a r e , but i t was my understanding that 

t h e y ' r e much f u r t h e r away. 

MR. STOVALL: I have j u s t one q u e s t i o n 

on t h a t . 

EXAMINATION 

BY MR. STOVALL: 

Q. You're t a l k i n g about the p h y s i c a l l i n e 

from where y o u ' l l connect i n 27-2 to get i n t o 

I g n a c i o ? Once you get i n t o I g n a c i o , you have 

a c c e s s to about anybody, don't you? 

A. J u s t about anybody, yes. We're r e a l l y 

only t a l k i n g about who gat h e r s the gas up to the 

p r o c e s s i n g p l a n t . Where i t ' s s o l d from then on 

i s r e a l l y not an i s s u e . I'm not sure that the 

commercial i s s u e of who we s e l l the gas to and at 

what p r i c e i t i s , i s n ' t - -

Q. I don't t h i n k i t ' s r e l e v a n t here, but 

I t h i n k they're e x p r e s s i n g some concern and i t ' s 

been r a i s e d a couple of times. I j u s t wanted to 
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make i t c l e a r t h a t you're, i n f a c t , j u s t 

g a t h e r i n g through Northwest to I g n a c i o , from 

which point your gas marketing people take over 

and presumably cut the best d e a l they can for 

American Hunter? 

A. That's r i g h t . 

FURTHER EXAMINATION 

BY EXAMINER STOGNER: 

Q. One other q u e s t i o n . I s there any kind 

of o b l i g a t i o n to pay the r o y a l t y f or the gas that 

i s f l a r e d i f the a p p l i c a t i o n was approved, or for 

any gas t h a t was f l a r e d p r e v i o u s l y , f or t h a t 

matter? 

A. I don't know. 

FURTHER EXAMINATION 

BY MR. STOVALL: 

Q. I would l i k e to take that one step 

f u r t h e r , i f 1 might. My understanding, from 

p r e v i o u s testimony, i s that t h i s i s not j u s t a 

s t r a i g h t l e a s e r o y a l t y arrangement w i t h the 

J i c a r i l l a T r i b e . Are you knowledgeable about 

t h a t arrangement? 

A. I n g e n e r a l terms I am. I t ' s not a s e t 

r o y a l t y . I t has b a c k - i n and working i n t e r e s t 

p r o v i s i o n s as w e l l with the J i c a r i l l a , and wi t h 
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two other companies, Richmond and a company 

c a l l e d EnRe. 

Q. I s i t s a f e to say you can speak f o r 

Richmond and EnRe? 

A. Yes. 

Q. They're working p a r t n e r s with you? 

A. Yes. 

Q. The J i c a r i l l a ' s r o y a l t i e s , they are the 

owners of the m i n e r a l s and the people w i t h whom 

you have to de a l i n order to a c q u i r e r i g h t s to 

develop the m i n e r a l s ? 

A. Yes. 

Q. I th i n k i t ' s important, p o s s i b l y more 

for you than f o r us, to understand that the 

J i c a r i l l a s are more than j u s t a r o y a l t y owner on 

these o p e r a t i o n s . 

A. Yes. 

MR. STOVALL: That's a l l . 

EXAMINER STOGNER: That's a l l the 

follow-up q u e s t i o n s I had. 

Are t h e r e any other q u e s t i o n s of t h i s 

w i t n e s s ? 

MR. CARR: No other q u e s t i o n s . 

EXAMINER STOGNER: You may be excused. 

I b e l i e v e we're ready f o r - - w e l l , excuse me, do 
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you have another w i t n e s s ? 

MR. CARR: No, s i r . That concludes our 

p r e s e n t a t i o n . 

EXAMINER STOGNER: Do you have a 

w i t n e s s a t t h i s time, Mr. K e l l a h i n ? 

MR. KELLAHIN: No. 

EXAMINER STOGNER: I b e l i e v e we're 

ready f o r c l o s i n g statements, arguments. Excuse 

me j u s t f or a second. 

[ D i s c u s s i o n o f f the r e c o r d . ] 

EXAMINER STOGNER: S i n c e t h i s i s 

somewhat a unique s i t u a t i o n w ith c l o s i n g 

statements, I ' l l a l l o w Mr. S t o v a l l to go f i r s t , 

Mr. K e l l a h i n may go second, and Mr. Carr you can 

f o i l o w . 

MR. STOVALL: Let me make i t very c l e a r 

t h a t the statements I am making are on b e h a l f of 

the Aztec D i s t r i c t O f f i c e of the OCD as the 

o f f i c e r e s p o n s i b l e f o r r e g u l a t i n g production i n 

t h i s a r e a . I t does not n e c e s s a r i l y r e p r e s e n t the 

o f f i c i a l p o s i t i o n of the OCD, and c e r t a i n l y not 

of the D i r e c t o r , who does not have an o f f i c i a l 

p o s i t i o n at t h i s time. T h i s i s the only way by 

which he w i l l hear anything of what the Aztec 

O f f i c e recommends. 
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E s s e n t i a l l y , i t ' s very s i m p l e . The 

Aztec o f f i c e doesn't d i s a g r e e that t h e r e may be 

some need f o r some a d d i t i o n a l t e s t i n g out t h e r e , 

but they're very concerned that there has been a 

s u b s t a n t i a l amount of gas a l r e a d y wasted by 

f l a r i n g or v e n t i n g i n t o the atmosphere, and at 

t h i s time they cannot support an a p p l i c a t i o n to 

waste a d d i t i o n a l gas at t h i s time, and b e l i e v e 

t h a t the t e s t i n g n e c e s s a r y and the i n f o r m a t i o n to 

be obtained could be best obtained a f t e r the 

p i p e l i n e i s connected and no a d d i t i o n a l gas i s 

wasted or f l a r e d . That's i t . I have nothing 

f u r t h e r . 

EXAMINER STOGNER: Thank you, Mr. 

S t o v a l l . Mr. K e l l a h i n ? 

MR. KELLAHIN: Thank you, Mr. 

Examiner. You may have to draw on some of the 

p r i o r i n f o r m a t i o n from the other t r a n s c r i p t s , but 

l e t me, without a l o t of d e t a i l , summarize for 

you Mr. Greer's predicament. 

He has tremendous sympathy f o r the 

i n c r e d i b l e number of r e g u l a t o r y h u r d l e s t h a t 

American Hunter has had to c r a w l under, jump 

over, and pass through, but he has been faced 

w i t h those same i s s u e s h i m s e l f . 
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We've t a l k e d a l i t t l e b i t about 

c o r r e l a t i v e r i g h t s , and here i n a n u t s h e l l i s the 

problem. Mr. Greer i s ready, w i l l i n g and able to 

commence the d r i l l i n g of h i s w e l l s that w i l l l e t 

him have the opportunity to p r o t e c t h i s 

c o r r e l a t i v e r i g h t s so th a t he can compete f o r the 

o i l to be produced out of t h i s p o r t i o n of the 

r e s e r v o i r w i t h American Hunter. 

You need to understand, though, that 

the J i c a r i l l a T r i b e has p l a c e d Mr. Greer i n the 

p o s i t i o n where, d e s p i t e h i s w i l l i n g n e s s , he i s 

unable to o b t a i n an approved permit to d r i l l 

t hese w e l l s . There are reasons f or t h a t , and 

th e y ' r e e c o n o m i c a l l y advantageous to the T r i b e , 

which has a b e t t e r f i n a n c i a l arrangement with 

American Hunter i n t e r e s t owners than they have 

under t h e i r l e a s e w i t h Mr. Greer. 

Apart from t h a t , though, Mr. Greer has 

supported i n the past the f l a r i n g of gas i n order 

to a r r i v e at n e c e s s a r y r e s e r v o i r i n f o r m a t i o n . 

There i s an oppor t u n i t y to a c h i e v e a d d i t i o n a l 

r e s e r v o i r data with the adoption by t h i s D i v i s i o n 

of a p p r o v a l s c o n s i s t e n t w i t h the BLM l e t t e r , and 

Mr. Greer and h i s company support t h i s D i v i s i o n 

e n t e r i n g an order c o n s i s t e n t w ith the BLM 
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l e t t e r . 

I t p r o v i d e s a t e s t i n g p e r i o d . I t w i l l 

provide the opportunity to f l a r e s m a l l e r volumes 

of gas to ach i e v e the o b j e c t i v e s of a l l of the 

p a r t i e s i n v o l v e d i n the prod u c t i o n . As I 

understand Mr. Anderson's testimony, though, the 

only reason to proceed now i s to improve the cash 

flow of American Hunter. 

I t h i n k the proposal prepared by the 

Bureau of Land Management i s c o n s i s t e n t w ith the 

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

hydrocarbons from being wasted, whether i t ' s o i l 

or gas, and t h i s i s an a p p r o p r i a t e r e s o l u t i o n of 

the i s s u e , and we would support you e n t e r i n g an 

order c o n s i s t e n t w ith the BLM statement. 

EXAMINER STOGNER: Thank you Mr. 

K e l l a h i n . Mr. C a r r ? 

MR. CARR: Mr. Stogner, Canadian Hunter 

formed an American Hunter b u s i n e s s u n i t and 

a r r i v e d i n Northwest New Mexico to d i s c o v e r they 

were confronted w i t h t i e r s and t i e r s of 

r e g u l a t i o n s - -

MR. STOVALL: I s that T-E-A-R-S? 

MR. CARR: Probably both. --and 

con f u s i n g q u e s t i o n s concerning j u r i s d i c t i o n . 
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They've d r i l l e d and expended s u b s t a n t i a l sums, 

and they have one w e l l t h a t i s very good and we 

have been going down a very long road t r y i n g to 

f i g u r e out what we're going to do w i t h the gas. 

As you r e c a l l , t h i s summer we were 

before you and we were able to get your 

p e r m i s s i o n to conduct a t e s t i n g program. We 

s t r u c t u r e d the t e s t s i n v a r i o u s ways to 

accommodate ag e n c i e s and other i n t e r e s t owners, 

and the r e s u l t of t h a t t e s t was no c o n c l u s i v e 

r e s u l t s , and one other r e s u l t of that t e s t was 

r e a l l y d e l a y s . 

I f we had not been making those 

e f f o r t s , we would probably b e - - w e l l , we would be 

much f a r t h e r ahead i n e f f o r t s to c o n s t r u c t a 

p i p e l i n e today. We have l e a r n e d we can't use the 

two-way w e l l for i n j e c t i o n as we had i n i t i a l l y 

hoped, and we are now, t h e r e f o r e , proceeding with 

what we understood was the d e s i r e d next 

a l t e r n a t i v e , and t h a t was to c o n s t r u c t a 

p i p e l i n e . 

What we're doing w h i l e we are going 

forward w i t h t h i s e f f o r t and w h i l e the l i n e i s 

under c o n s t r u c t i o n , i s we're r e q u e s t i n g a u t h o r i t y 

to conduct c e r t a i n a d d i t i o n a l t e s t s t hat w i l l 
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provide i n f o r m a t i o n which i s going to enable us 

to go forward w i t h development p l a n s sooner, data 

which may not otherwise be a v a i l a b l e once there 

i s the p r e s s u r e of a gas c o n t r a c t c a u s i n g us to 

d e l i v e r , not shut w e l l s i n and run t e s t s i n what 

we b e l i e v e to be the most e f f i c i e n t e n g i n e e r i n g 

way, and we b e l i e v e i n view of t h i s i t ' s sound 

from a c o n s e r v a t i o n point of view. 

We r e c o g n i z e that the OCD i s concerned 

about v e n t i n g gas, but 1 don't t h i n k you should 

have tunnel v i s i o n on t h a t s u b j e c t when there i s 

a l s o v a l u a b l e i n f o r m a t i o n t h a t can be a c q u i r e d 

now, shared with other o p e r a t o r s , and we r e a l l y 

b e l i e v e the a c q u i s i t i o n of t h a t data has 

s u b s t a n t i a l v a l u e not only to the i n d i v i d u a l 

o p e r a t o r s but to you, as an agency, t r y i n g to 

a s s u r e that t h i s r e s o u r c e i s developed i n a 

prudent f a s h i o n . 

For t h a t reason, we request that the 

a p p l i c a t i o n be granted. We b e l i e v e t h a t i t would 

be a p p r o p r i a t e to permit the t e s t i n g w h i l e the 

p i p e l i n e i s under c o n s t r u c t i o n , and r e q u i r e t h a t 

the goals and o b j e c t i v e s of the t e s t be c l e a r l y 

d e f i n e d to the agency at the time the t e s t 

commences. 
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EXAMINER STOGNER: Thank you, Mr. C a r r . 

Does anybody e l s e have anything f u r t h e r 

i n Case 10639? 

I f not, t h i s case w i l l taken under 

advisement. 

(And the proceedings concluded.) 

I do hereby cerfify thai the fo 
ci cor,;p!eie r .j of fS P -----
ihe Examiner hearing of Cc;sa 
heard by me on 

— , Examiner 
Conservation Division 
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