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'is. Karen Aubrey 
k e l l a h i n u K e l l a h i n 
Attorneys at Law 
Post Orifice Box 2265 
Santa l-'e, Nev; iiexico 

Re: CASE NO, 

Dear Madam: 

8339 
ORDER NO. R-74Q7-C 

Applicant: 

Jerone p. McHugh 

Enclosed herewith are two copies of the above-referenced 
Division order recently entered in the subject case. 

R. L. STAMETS 
Director 

RLS/fd 

Copy of order also sent to: 

Hobbs OCD x 
Artesia CCD x 
Aztec OCT x 

Other James Bruce 
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New Mexico Energy and Minerals Department --. r\y 
O i l C o n s e r v a t i o n D i v i s i o n llJ 

P . 0. :3ox 2088 . 
Santa r e , NM 87501-2088 , , t T & j £ 

RE: Case #8854, #8839 
No n - S t a n d a r d S p a c i n g P r o p o s a l s 
RLo A r r i b a C o u n t y , New M e x i c o 
G s v i l a n Mancos F i e l d 
Loddy #1 W e l l 
T ownahig_25_North i_Range_2_West 
S e c t i o n 20: W/2. 

Gen t l e n e n : 

I am t i e owner o f Walker E n e r g y Company, w h i c h owns a w o r k i n g 
i n t e r e s t i n t h e Loddy #1 w e l l r e f e r e n c e d above. I am w r i t i n g you 
t o l e t you know how s t r o n g l y I d i s a p p r o v e o f y o u r n o n - s t a n d a r d 
s p a c i n g p r o p o s a l (Case #8854) t h a t i s comming up f o r a h e a r i n g on 
A p r i l L 6 t h . The Loddy #1 was spudded i n J u l y o f 1985 by Jerome 
P. McHjgh as o p e r a t o r . I am a s m a l l o p e r a t o r and p a r t i c i p a t e d l n 
t h e w e L l f o r a 1 7 . 7 1 * w o r k i n g i n t e r e s t , w h i c h a t t h e t i m e i t was 
d r i l l e d , was t h e f u r t h e s t w e s t G a l l u p Mancos t e s t i n t h e G a v i l a n 
a r e a < 25N-2W) We d r i l l e d t h e w e l l based on t h e 320 a c r e w e l l 
e p a c i r i ' j i n f o r c e a t t h e t i m e and a p p r o v e d by t h e 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 . The w e l l has been c o m p l e t e d as a d i s 
c o v e r y , and w i l l p r o d u c e o i l and gas. 

I f I u n d e r s t a n d y o u r p r o p o s a l ( c a s e # 8 8 5 4 ) , you a r e g o i n g t o 
space Ln t h e f o u r l o t s i n s e c t i o n 19 c o m p r i s i n g 186.76 a c r e s i n t o 
our w e L l , c r e a t i n g a 506.76 a c r e s p a c i n g u n i t , and a l l o w i n g f o r 
two we L i s . T h i s w o u l d r e d u c e my w o r k i n g i n t e r e s t i n t h e Loddy #1 
t o 1 1 . L8*. I ' d l i k e you t o know t h a t I t o o k a t r e m e n d o u s r i s k i n 
d r i l l i n g t h e Loddy w e l l , and 1 d r i l l e d i t u n d e r t h e f i e l d r u l e s 
t h a t w;re i n f o r c e a t t h a t t i m e . Now t h a t t h e Loddy w e l l i s a 
p r o d u c e r , you a r e comming t o me and p r o p o s i n g t h a t I have t o 
r e d u c e my i n t e r e s t by 37*, and l e t a n o t h e r company, t h a t t o o k 
a b s o l u t e l y no r i s k i n t h e w e l l , come i n f o r a 37* I n t e r e s t ? 
Somehow t h a t d o e s n ' t seem v e r y f a i r t o me. I f we had d r i l l e d a 
d'-y h o l e i n s t e a d o f a p r o d u c e r , and you a p p r o v e d t h e s e s p e c i a l 
f i e l d r u l e s , w o u l d I be a b l e t o gc t o t h e w o r k i n g i n t e r e s t owners 
o i s e c : i o ' i 19 and ask f o r 37* o f my money back? 



I w o u l d l i k e t o s u p p o r t t h e p r o p o s a l by Jerome P. McHugh ( c a s e 
#8839) , w h i c h seems t o t r e a t t h e s p a c i n g p r o b l e m i n a more e q u i t 
a b l e m.inner. L e t t h e w o r k i n g i n t e r e s t owners o f s e c t i o n 19 d r i l l 
t h e i r own w e l l , and i f t h e y can make a p r o d u c e r o u t o f i t , 
p r o d u c i ; t h e w e l l a t an a l l o w a b l e o f 136 . 7 6 / 3 2 0 t h ' s . McHugh's 
p r c p o s n l seems t o be much more e q u i t a b l e t h a n g i v i n g a t o t a l 
" f r e e r i d e " t o t h e w o r k i n g i n t e r e s t owners o f s e c t i o n 19. 

I u r g e you t o d r o p y o u r s p e c i a l f i e l d r u l e s p r o p o s a l (#8854) 
r e g a r d i n g s e c t i o n s 19 and 20, and a d o p t McHugh's p r o p o s e d r u l e s 
(#3839 ;. I t h i n k you have e v e r y r i g h t t o change s p a c i n g r u l e s up 
u n t i l t h e p o i n t a w e l l i s s p u d d e d ; any changes a f t e r t h a t p o i n t 
a r e u n r ' a i r and a r e l i k e c h a n g i n g t h e r u l e s i n t h e m i d d l e o f t h e 
game . 

I f I cein g i v e you any more i n f o r m a t i o n t h a t w o u l d h e l p you d e c i d e 
t h e s e c a s e s , I w o u l d be happy t o do so. 

Th^nk you f o r t h i s o p p o r t u n i t y t o e x p r e s s my p o i n t o f v i e w . 

Very t r u l y y o u r s . 

Hunt W s l k e r 

c c : Mr. Kent C r a i g 
Jerome P. McHugh and Assoc. 
60C S o u t h C h e r r y S t r e e t 
S u i t e 1225 
D e r v e r , CO 80222 



Jason Kellahin 
W. Thomas Kellahn 
Karen Aubrey 

KELLAHIN and KELLAHIN 
Attorneys at La<u> 

El Patio - 117 North Guadalupe 
Post Office Box 2265 

Santa Fe, New Mexico 87504-2265 

Telephone 982-4285 
Area Code 505 

March 3, 1986 

Mr. Michael E. Stogner 
O i l Conservation D i v i s i o n 
P. 0. Box 2088 
Santa Fe, New Mexico 87504 

Re: Jerome P. McHugh 
NMOCD Case 8839 

Deai Mr. Stogner: 

This w i l l confirm my telephone request to you t h i s 
morr.ing requesting t h a t OCD Case 8839 be continued t o the 
Exaniner docket of March 19, 1986, so that t h i s case 
would be on the same docket as D i v i s i o n Cases 8836, 8837, 
and 8838, which I understand have been dismissed and re-
f i l o d f o r the March 19, 1986 docket. 

WTK:ca 

cc: Jerome P. McHugh & Associates 
A t t n : Kent Craig 
650 South Cherry, Suite 1225 
Denver, Colorado 80222 


