BEFORE EXAMINER CATANACH
OlL CONSERVATION DIVISION

/
April 17, 1986 MEXH‘M NO'XXJ?
CASE NO.__&&S-

1Y 1936
CERTIFIED - Return Receipt Requested ‘::E :/;A.;X

Addressees
{(See attached list)

Re: Case 8839
Secs. 19 and 30-T25N-R2W
Rio Arriba County, New Mexico

Gentlemen:

On February 10, 1986, Mr. Tom Kellahin of Santa Fe, acting on our
behalf, filed an application with the New Mexico O0il Conservation
Division for two non-standard proration units in Sections 19 and 30,
Township 25 North, Range 2 West.

Our case was continued until yesterday, April 16, 1986, at which time
the hearing was held before Mr. David Catanach.

This letter is to inform you that the case will again be readvertised
until the next hearing scheduled for May 14, 1986.

The purpose for the readvertisement is due to the fact that we are
proposing to move the requested location in Section 30 from 660' FSL
and FEL to 1,420' FSL and 660' FEL inasmuch as our original location
was in Gavilan Lake. We did not discover this oversight until
recently, and requested in our presentation yesterday that the loca-
tion be moved. Mr. Catanach advised that he had no objection to said
revised location but under New Mexico statute he must ask us to read-
vertise the case with the new location.

Please let this letter serve as formal notice that the previous ap-
plication stands as presented with the exception of the Section 30
location being moved to 1,420 FSL and 660" FEL.

Jerome P. McHugh & Associates
Operating Affiliate: Nassau Resources, Inc.
650 South Cherry, Suite 1225

Denver, Colorado 80222

{303) 321-2111



Addressees
April 17, 1986
Page Two

Each of you will have the right to comment on said relocation at the
May l4th hearing if you so desire.

Very Truly Yours,

i Zfﬂf
%/%
Kefit C. Craig

KCé/rm

cc: Karen Aubrey



ADDRESSEES

Dugan Production Corp.
P. 0. Box 208
Farmington, New Mexico 87499

Mountain States Natural Gas Corp.
P. 0. Box 35426
Tulsa, Oklahoma 74135

Reading & Bates Petroleum Co.
3200 Mid-Continent Tower
Tulsa, Oklahoma 74103

Kenai 0il1 and Gas Inc.

One Barclay Plaza

1675 Larimer Street, Suite 500
Denver, Colorado 80202

E. Alex Phillips
1200 Philtower Building
Tulsa, Oklahoma 74103

Tenneco 0il Company

P. 0. Box 3245 .
Englewood, Colorado 80155
Attention: Millard Carr

Conoco Inc.

P. 0. Box 460

Hobbs, New Mexico 88240
Attention: Hugh Ingram

Mobil Producing Texas and New Mexico Inc.
9 Greenway Plaza, Suite 2700
Houston, Texas 77046
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o SENDER: tems 1,2, 3, and 4.
mmﬁdmmﬂl **RETURN TO"'
$pacs on reverse.

(CONSULT POSTMASTER FOR FEES)
1. The foflowing sarvice s requested (check one).

[ show o whom, date, and sddressof dolivery.. ¢

TOTAL §__.70

3. ARTICLE ADDRESSED TO:
Kenai 0il and Gas Inc.

1675 Larimer St., Suite 500
Denver, CO 80202

4. TYPE OF SERVICE: ARTICLE NUMBER
Dresistered DOivsunen
XN camren Oco |P121800538

DOexrress uan

(Alwrays obtain signsture of addresses or agest)
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© SENDER: Compiets flems 1, 2, 3, and 4.
Add your address in the “*RETURN 10"
$pace on reversa.

{CONSULT POSTMASTER FOR FEES)
j 1. The following service is requested (check ane).

ADDRESSED TO
Readmg & Bates Petroleum Co.
3200 Mid-Continent Tower
Tulsa, Oklahoma 74103

4. TYPE OF SERVICE:
Olreaistenen

ARTICLE NUMBER

Dinsure |1 51800537

Klcermeien Oeoo
Oorress man
(Avays obtale signzture of addressee o 3gent)
T have received the article described above.’

ST SEDER: Complte Rams 1, 2, 3, and 4.

9 Add your address in the **RETURN TO”’

2 Spacs on feverss,

24 (CONSULT POSTMASTER FOR FEES)

£ 1 1. The tolowing sanvics ts raquested (check one).

‘é KK show 1o whom and date deiversd.............. 70 ¢

[ show o whom, date, andaddress of delivery .. . ¢

Conocsu?ﬁsmTo Hugh Ingram

P. 0. Box 460

Hobbs, NM 88240
4. TYPE OF SERVICE:

Dreaisteren Cliwsuren
Klcemne Ocoo
Doraess wan

(Always obtain signature of addresses or agent)
I have recetved the articie described abave.

eo  [Jaunorized agent

ARTICLE NUMBER
P121800541
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Addyouraddrasslnﬂn ‘RETURN 10"’
$pace on reverss.

(CONSULT POSTMASTER FOR FEES)
1. The folowing service is requested (check one).

zeeL AINr L 19¢ WIod 8d

DHMMh.!".
= o s .70
3. ARTICLE ADDRESSED 10: ’
Mountain States Natura1 Gas Corg
P. Box 35426

Pal

0. Box
Tulsa, Oklahoma 74135
4, lT:Y]PEOFSEMCE. D ARNCLE RUMBER
oo SR 9121800536
O express man ‘
{Always obtala signaturp of addresses or agest)
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(CONSULT POSTMASTER FOR FEES)
1. The following senvice Is requestod (check one).

T
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(The restricted ceivery fes is charged In acktion
© ¥ return receipt fee.)
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Alex Phillips
1200 Philtower Building
Tulsa, Oklahoma 74103

4. TYPE OF SERVICE:

ARTICLE NUMBER
P121800539

Oinsureo
Ocop

Oresistered
[Rceanrien
Dexpress man.
(Always obtzia signature of addrsssee or ageat)
I have recetved the articie described abave.

6. ADDRESSEE'S ADDRESS (On¥ ¥ req

¥ 7. UNABLE TO DELIVER BECAUSE:

dr30FY NUNLTY
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(CONSULT POSTMASTER FOR FEES)
1. The following sarvice Is requestad (check one).
(X] Show 1 whom and date JoVEreG ..........c.. YA
[ show o whom, date, and address of defivery .. —— ¢
?"D%m-um-m _—
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NTCLE ADORESSED T0: Millard Larr

EenBecg 01% ﬁgmpany

Englewood, CO 80155

4. TYPE OF SERVICE:
Olrestsrered Dixsuren
(% cermpen Ocoo

Dlexeress wan
(Always sbtsin sigusture of addrosses o agest)

T have received the article described above.

sigHATURE  [Jaddresses Qmwm
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ARTICLE NUMBER
P121800540
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o SENDER: Compiete Hems 1, 2, 3, and 4.
Mdyowaddmshthe *RETURN TO"’
$pace on reverse.

- (CONSULT POSTMASTER FIR FEES)
1. The following service is requested {chack one).
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D3 show to whom, date, and address of detivery..  ____~ ¢

(The rasticadt dsivery 19e is charged i agdttion
& the retarn fecoipt fee.)
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ARTICLE ADDRESSED
ARCO 0il and eas‘EgﬁEaﬁﬁ‘”gm
P. 0. Box 1610
Midland, TX 79702
4. TYPE OF SERVICE:
Dlresistenen D insuren
RBeernae Ocoo
O express ua
Mwmmuwm.vm)
1 have received the article described sbove,
SIGNATURE [ adaresses DWW
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ARTICLE NUMBER

£121800543
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DER: Complete ttems 1, 2, 3, andd
o BN e vour acdreas in the RETURN T0"
8pc8 0N reverse.

(CONSULT POSTMASTER FOR FEES)
1. The folowing senvics Is requesied (check one).
LR show to whom and date GeNVered ...............
T sShow o whom, date, and address ol deftvery .. ¢
2. ] RESTRICTED DELIVERY .......oconvonevsernenens

DELIVERY
{The restricted delvary See i3 cherged b scdition
© e ronum rwosit tee.)

oo 8270

ﬁugan Eroguctwn Corp.
P."0. Box 208
Farmington, NM 87499

ARTICLE NUMBER
P121800535

4. TYPE OF SERVICE:
Oresistenen Oinsuren
Leesmne Ocoo
DOorresswan
(Always obtsio signsture of addressse of ageat)
| have received the article described above.
SIGNATURE 0 "Dnmtmw
: 7 )
oroeuvaw df mm;
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8. ADORESSEE'S ADDRESS (Ouy ¥ N

7. UNABLE TO DELIVER BECAUSE:

QSENDER Onrromltm1 2,3, and 4,
Add your address in the **RETURN TO*’
$pace on reverse.

(CONSULT POSTMASTER FOR FEES)
1. The toliowing service Is requested (check one).

...............

...............

1 the retum receiot fee.)

3. ARTICLE ADDRESSED TO:
Mobil Texas & New Mexico Inc.

Greenwa¥ Plaza Suite 2700
Houston, TX 6

4. TYPE OF SERVICE:
Dreisteren Dinsuren
Rcernpen eoo
Oerress uan

ARTICLE NUMBER

P121800542

(Nlways obtais signature of addresses of agent) »

| have received the articie described above.
SIGNATY Dlacoressee  [lauthorized agent

6. ADDRESSEE'S ADORESS gy ¥ raquesiedl]

7. UNABLE TO DELIVER BECAUSE:

Ta. EMPLOYEE'S
INTIALS
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iseuoen: Cc L3snd4.

delivery. For additionsi fess the following services sre

Put your addres ETURAN TO” space on the
reverss side. Failure tu .. this will prevent this card trom
being returned to you. m will

you the neme of the person delivered to and the dste ot

sveilable. Consuit postnasser for fess end check box(es)
for servicels) requested. ’ :

1. Show to whom, dets and addvess of delivery.
2. [J Restrictad Detivery.

QVB'LYY €BBL AP ‘LLGE W03 8d

D Greenway Plaza, Suite 2700
Houston, Texas 77046

3. Article Addressed to:
Mobil Producing Texas & NM Inft.

4. Type of Service: Article Number

w 0 insured
Certified  []COD
0 Express Mail P131072078

Always obtain signature of addvesses Of sgent and
DATE DELIVERED.

5. Signeture — Addressse
X . . . . e el

6. Signature —

BEFORE EXAMINER CATANACH

OIL. CONSERVATION DIVISION
rene P ‘

EXHIBIT. NO. - ‘
ease no: _E839
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I‘SENDER: Complets items 1, 2, 3and 4. T

Put your sddress in tre “RETURN TO" spece on the i
roverss side. Feilure %o do this wilt prévent this card from ,
being returned to you. The return receipt fee will provide

mwmmmmm boxles)
for service(s) requested.

Show 10 whom, dete and sddwes-of daliuery.
2. U Aestricted Oslivery.

3. Article Addrewmed to: ]

Kenai 0il & Gas Inc. ;
1675 Larimare St., Suite 500
Denver, Colorado 80202

4. Type of Service: mmm
g""""‘ B trmured| 5131072074
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Always obtain signature of addressee Or agent and
DATE DELIVERED. «

BEFORE EXAMINER CATANACH -
OlL CONSERVATION DIVISION
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m EXHIBIT, NO. L ———
CASE NO: _&ﬁi
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(@ SENDER: Complote ieme 1, 2.3 mmd 4.
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reverss side. Failure 1o do this will prevent this
ing returned 0 you. raturn receipt fee wilt
ou the name of the delivered to and the date of
Gelivery. For sdditional fess the foilowing s
. Consuit postmaster for fess and check box(es)
for swrvice(s) requested.

1. Mﬂ“uﬁm““

o8]
2. O Pestricssd Dulivery. g
0
3. Article Addvessed w: g
Conoco Inc.

Attn: Hugh Ingram 9
P. 0. Box 460 =
-jHobbs, New-Mexico 88240 ~ %
4. Tyve of Service: Articie Number 5
Registered ingured =y
ified coD w
0 Express Mait P131072077 3
Always obtain signature of addressee and ~
DATE DELIVERED. gopmend |

8. Signaglre T CalBE]
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iSENDER: Completsitens 1, 2, I and 4.
Put your sddress in the “RETURN TO” spece on the

1 Reg O neured} P131072073
m D cop
O Express Mait

Always obtain signature of addressee of agent and
DATE DELIVERED. « .

6. Som-mn Agent
ﬁ tr\mttﬂ/'it@{ﬁ el

8. Addr-fsm(o and fee paid) |
/) 700 [ . Jfouoe,

reverse side. Fellure to do this will prevent this card from % .
being returned 1o you. The return receipt fee will provide |
ou the neme of the person delivered to and the date of (e

Gelivery. For additional fess the fotiowing services are 2
available. Consuit postmasser for fess and check box(es) o
for sesvjcois) requested. ™ - N
Show t0 whom, dess and address of delivery. "

2. O Restricesd Dstivery. gl
o

3. Article Addressed 1 5
PReading & Bates Petroleum Co. |~
3200 Mid Continent Tower w
Tulsa, Oklahoma 74103 >
S~

4. Type of Service: Article Number 8'1
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QiL CONSERVATION DWRSION
I&mu‘ P. '

“L&H,L. EXHIBIT NO, |
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ﬁnos_n: Compiets itams 1,2, 3and 4.

Put your address in the **RETURN TO" space on the
reverss side. Failure to do this will prevent this card from
being returned to you. The retum receipt fee will provide

You the neme of the person delivered to and the date of
delivery. For additions! fess the following services sre

avaitable. Consult postmasser for fess and check box{es)
for service(s) requenssed.

2. O Restricted Detivery.

1. B Show 10 whom, dew enc sdress of delivery.

3. Article Addressed to:
Alex E. Phillips

1200 Phil Tower Building
Tulsa, Oklahoma 74103

4. Type of Service: Article Number

w,rﬂlw I
B Copred it ) 0P P131072075

Always obtain signsture of addressse Qr agent and
DATE DELIVERED.
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i?snoea: Complesws items 1, 2, 3 and 4.

Put your addres in the *“RETURN TO" spece on the

reve 2 side. Sailore 10 do this witl prevent this card from

beids, returned t0 you. The return receipt fes will provide

you the name of the person deliversd to end the date of
delivery. For additionsl fest the following services are

mlthwfwh-meox(d.

for servicels) requested.
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3. Article Addressed to:

Mountain States Natural Gas
P. O. Box 35426
Tulsa, Oklahoma 74135

f.f’!’ypo of Service: Articie Number

O Reg o
E{cem""‘u""' B teured] 5531072072
Express Mait
N

98/G/€ UbnHOW ‘g swoaap

Always obtain signature of addressee Or - N
DATE DELIVERED. Q

Box. 35434
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iSENDER Completsitams 1,2, 3 and 4.

Put your address in the “RETURN TO" spece on the—

reverses side. Failure to do this will prevent this card from.
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for servies(s) requested.
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2. O Restrictsd Detivery.
3. Article Addressed to: ¢ , _

Dugan Production Corporatlon
P. O. Box 208.

Farmington, NM- 874'9[9’ ' ' r '
4. Type of Service: Arﬂd.Numb.

O trsured .
' 2d

e B&5| 4151072 7/
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CASE No, _&&ﬁ\

EXHIBIT No, k



TION DIVISION

April 9, 1986

OIL CONSERVA

Jirome P.

BEFORE EXAMINER CATANACH

i&ﬁi;_mmmrna_

ARCG 0il1 and Gas Co.

CASE NoO. _883(?

P. 0. Box 1610
Midland, Texas 79702

Attention: Ginger Bergin

Re: Non-Standard Proration Units
Secs. 19 & 30-T25N-R2W
Rio Arriba County, New Mexico

Gentlemen:

In speaking with Jerome P. McHugh Jr. yesterday, he informed me that
ARCO had not received notification of our application for non-standard
proration units as to Sections 19 and 30, Township 25 North, Range 2

West.

Enclosed is a copy of the docket from the NMOCD for a hearing
originally set for March 19, 1986.

Note, under Case 8854, the (il Conservation Commission under {its own
fnitiative proposed that the Sections 6, 7, 18, 19, 30, and 31,
Township 25 North, Range 2 West be combined with the W/2 of each
respective east offset, being the W/2 of Sections 5, 8, 17, 20, 29,
and 32, for a 500 acre unit, more or less, with a two well allowable.

In 1ight of the fact that we have a producing well in the W/2 of Sec-
tion 20 and two wells in Section 29, spaced in the N/2 and S/2, we

find that the Commission proposal fs unacceptable.

The Commission {s attempting to combine non-producing, undeveloped
acreage with three producing wells which we currently have. The
owners of the producing leases would come under our wells risk free.

Note on page 2 of the docket where our Case 8839 is proposed. We are
asking the Commission to leave our producing wells as 1s and space
Sections 19 and 30, being 186 acres each, more or less, by themselves.
McHugh having an 1interest in both Sections 19 and 30 would agree to
reduce our allowables, if drilled and productive, by a factor of 186

acres/320 acres.

Jerome P. McHugh & Associates
Operating Affiliate: Nassau Resources. Inc
650 South Cherry, Suite 1225

Denver, Colorado 80222

(303) 321-2111




ARCO 0il and Gas Co.
April 9, 1986
Page Two

We feel our proposal is equitable and just inasmuch as the current
owners of the producing wells are not penalized by dilution of their
interests while the parties owning the undeveloped acreage are free to
drill their own wells and produce on a reduced allowable basis.

We would certainly appreciate ARCO's support in the form of a letter
to the Commission agreeing to our proposal.

Please feel free to call me at (303) 321-2111 should you have any

questions. Our case is scheduled to be heard next Wednesday, April
16th in Santa Fe.

Very Truly Yours, .
%f//%

Kent C. Craig
KCC/rm

enclosure



HUNT WALKER
P. O. BOX 2409 ' o

DENVER. COLORADO 80201-2409 _ o ﬁq;

(303) 2981156 S
April 8, 1986 T

New Mexico Energy and Minerals Department
0il Conservation Division

P. 0. Box 2088

Santa Fe, NM 87501-2088

st :
N e

P
cHugh

E¥T0~£ -

~_ 88

Lt
2

&

RE: Case #8854, #8839
Non-Standard Spacing Proposals
Rio Arriba County, New Mexico
Gavilan Mancos Field
Loddy #1 Well

Gentlemen:

I am the owner of Walker Energy Company, which owns a working
interest in the Loddy #1 well referenced above. I am writing you
to let you know how strongly 1 disapprove of your non-standard
spacing proposal (Case #8854) that is comming up for a hearing on
April 16th. The Loddy #1 was spudded in July of 1985 by Jerome
P. McHugh as operator. I am a small operator and participeted in
the well for a 17.71% working interest, which at the time it was
drilled, was the furthest west Gallup Mancos test in the Gavilan
area (25K-2W) We drilled the well based on the 320 acre well
spacing in force at the time and approved by the New Mexico 0il
Conservation Division. The well has been completed as a dis-
covery, and will produce o0il and gas.

If I understand your proposal (case #8854), you are going to
space in the four lota in section 19 comprising 186.76 acres into
our well, creating a 506.76 acre spacing unit, and allowing for
two wells. This would reduce my working interest in the Loddy #1
to 11.18%. I'’d like you to know that I took a tremendous riak in
drilling the Loddy well, and I drilled it under the field rules
that were in force at that time. Now that the Loddy well 1is a
producer, you are comming to me and propoasing that I have to
reduce my interest by 37%, and let another company, that took
abasolutely no risk in the well, come in for a 37% interest?
Somehow that doesn’t seem very fair to me. If we had drilled a
dry hole instead of a producer, and you approved these special
field rulea, would I be able to go to the working interest owners
of section 19 and ask for 37% of my money back?



I would like to support the proposal by Jerome P. MHcHugh (case
#8839), which seems to treat the spacing problem in a more equit-
able manner. lLet the working interest owners of section 19 drill
their own well, and if they can make a producer out of it,
produce the well at an allowable of 186.76/320th’s. McHugh’s
proposal seems to be much more equitable than giving a total
“free ride"” to the working interest owners of section 19.

I urge you to drop your special field rules proposal (#8854)
regarding sections 19 and 20, and adopt McHugh’s proposed rules
(#8839). I think you have every right to change spacing rules up
until the point a well is spudded; any changes after that point
are unfair and are like changing the rules in the middle of the
game,

If I can give you any more information that would help you decide
these casea, 1 would be happy to do so.

Thank you for this opportunity to express my point of view.

Very truly yours,

Hunt Walker

cc: Mr. Kent Craig
Jerome P. McHugh and Assoc.
600 South Cherry Street
Suite 1225
Denver, C0O 80222
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McHugh
Dugan
Kenai

Royalty Owners
New Roy. Owners

ORR Owners
New ORR Owners

FULL SAIL #1

S/2 of Sec, 29-25N-2W

CURRENT UNITS

NMOCD UNIT

320.00 Ac. 413.73 Ac.

W.1. NRI. W.1. NRI.
87.5% 70.375% 76.170% 71.060%
12.5% 10.594% 12.50% 10.553%

-0- -0- 11.33% 9.550%

-0- 12.75% -0- 9.862%

-0- -0- -0- 2.832%

-0- 5.625% -0- 4.351%

-0- -0- .651%

-
N5



McHugh
Dugan
Kenai

Royalty Owners
New Roy. Owners

ORR Owners
New ORR Owners

FULL SAIL #3

N/2 of Sec. 29-25N-2W

CURRENT UNITS NMOCD UNIT
320.00 Ac. 413.59 Ac.

W.1. NRI. W. 1. NRI.
43.75% 36.766% 45.164% 37.072%
12.50% 10.625% 12.50% 10.685%
43.75% 36.968% 42.336% 38.347%

-0- 13.50% ~0- 10.445%

-0- -0- -0- 2.828%

-0- 1.1406% -0- .882%

-0- -0- -0- .198%

BEFORE EXAMINER CATANACH
OfL CONSERVATION DIVISION

Rowe P-
m‘ ExHipiT No. &

CASE NO. 85’5%




LODDY #1
W/2 of Sec. 20-25N-2W

CURRENT UNITS NMOCD UNIT

320 Ac. 506.76 Ac.
W.I. NRI. W.I. NRI.

McHugh 51.432%  42.275% 39.392% 32.72%

Dugan 10.286% 8.496% 8.800% 7.373%

Kenai 20.573% 16.786% 22.211% 18.541%

Walker Energy 17.708%  14.757% 11.182% 9.318%

, CA. Phillips -0- -0- 17.492% 14.781%
My Arriba Co. -0- -0- .921% .778%

b

v 4 A Royalty Owners -0- 17.274% -0- 10.908%
;wcv New Roy. Owners -0- -0- -0- 2.302%
ORR Royalty QOwners -0- 411% -0- .260%
New ORR QOwners -0- -0- -0- .552%
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JEROME P, McHUGH
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CONTOUR INTERVAL: 50 feet
DATUM: sea level
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| JEROME P, McCHUGH

l

. PROPOSED NON-STANDARD
h PRORATION UNITS

/ GAVILAN POOLS

e \
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| 320-acre radial drainage area
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Existing Proration Unit Boundaries
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Proposed Non-Standard Proration Units:

Total overlap: 28 acres

Total overlap not contributing to
compensatory drainage: 14 acres

Average non-contributory acreage
per non-standard well: 7 acres (4%)

Net uncompensated acreage per

proration unit: Sec. 19: 13 acs. (7%)
Sec. 30: 1 ac., (1%)
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JEROME P. MCcHUGH

PROPOSED NON-STANDARD
PRORATION UNITS

GAVILAN POOLS
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