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STATE OF NEW MEXICO 
CNERGY AND MINERALS DEPARTMENT 
OIL CONSERVATION DIVISION 
STATE LAND OFFICE BLDG. 
SANTA FE, NEW MEXICO 

2 A p r i l 1986 

DIVISION HEARING 

IN THE MATTER OF: 

A p p l i c a t i o n o f the o i l Corservat ion 
D i v i s i o n on i t s own motion f o r ex­
ceptions t o the Special Rules f o r 
the Gavilan-Gr eenhorn-Graneros Dakot- a 
and Gavilan-Mancos O i l Pools a,« pro ­
mulgated by D i v i s i o n Orders Nos. K-
7745 and R-7407. 

CASF 
-QAM 

BEFORE: Michael E. Stocmer, Examiner 

TRANSCRIPT OF HEARING 

A P P h » A N C 

For the D i v i s i o n : J e f f Taylor 
At torney at Law 
Legal Counsel to the D i v i s 
State Land Of f i n e B.ldg. 
Santa Fe 5 New Mexico 87-

:.01 

For Amoco Production: W. Perry Pearce 
Attorney at Lav, 
MONTGOMERY 5. ANDREW3 
P. O. Box 2307 
Santa Fe, New Mexico 8 1501 
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A P P E A R A N C E S 

For Jerome P. McHught 

STATEMENT BY MR. EMMENDCP. FE P. 

STATEMENT BY MR. PEARCE 

W. Thomas K e l l a h i n 
A t t o r n e y a t Law 
KELLAHIN & KELLAHIN 
P. O. Pox 2265 
Santa Fe, New Mexico 87501 
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I N D E X 

ERNIE BUSCH 

D i r e c t Examination by Mr. Taylor 

Cross Examination by Mr. Pearce 

Cross Examinat ion by Mr. Ke). >.&hin 

Cross Examination by Mr. Stogner 

Questions by Mr, Chavez 

Recross Examinat. i c n by Mr. Stogner 
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D i v i s i o n E x h i b i t One, Map 

D i v i s i o n E x h i b i t Two, Document 

D i v i s i o n E x h i b i t Three, L e t t e r 
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MR. STOCKEH: Cal) next Case 

8854, w h i c h i s t h e a p p l i c a t i o n a g a i n o f t h e Oi). C o n s e r v a t i o n 

D i v i s i o n on i t s own mo t i o n f o r e x c e p t i o n s t o the S p e c i a l 

Rules f o r t h e Gavilan-Greenhorn-Graneros-Dakota and G a v i l a n -

Mancos O i l Pools i n Rio A r r i b a County, New Mexico. 

The OCD seek?- e x c e p t i o n s t o tht-

sp a c i n g and one w e l l per p r o r a t i o n u n i t l i m i t a t i o n p r o v i ­

s i o n s o f these S p e c i a l -•- S p e c i a l Rules,. 

C a l l f o r a ppe a r a nc es. 

MR. TAYLOR * May it. please t h e 

Examiner, my name i s J e f f T a y l o r , Counsel f o r t he Oil. Con­

s e r v a t i o n D i v i s i o n and I have one w i t n e s s who h** a l r e a d y 

been sworn. 

MR. PEARCE: V.r . Examiner, I am 

W. P e r r y Pearce o f tV..- Santa Fe s.̂w f i r - n o f Montgomery and 

Andrews, a p p e a r i n g i n t h i s m a t t e r on b e h a l f of Amoco Produc­

t i o n Company and I do not have a w i t n e s s t h i s morning. 

MR, STOGNER: Are t h e r e any 

o t h e r appearances? 

MR. KELL AH T b' i Mr, Examiner, 

I'm Tom K e l l a h i n , Santa Fe, New Mexinc s appear ina on b e h a l f 

o f Jerome P. McHugh and A s s o c i a t e s . 

MR. EMMENDORFER; nnd I'm Atari 

Emmendorfer, a g e o l o g i s t c a p p e a r i n g f o r Mesa Grande Resour-
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ces o f T u l s a , Oklahoma. 

MR, STOG^FFs I ' m s>or.ry, s i r . I 

d i d n ' t catch your name. 

MR. EMMEWDORFER: Alan Emmen-

d o r f e r , E-M-M-E-N-D-O-R-F-E-R. 

MR. SrOGNFP. Mr. Pearce, who 

again are you representing? 

MR. PEARCE? A-aoco Production 

Company, Mr. Examiner. 

MR. STOGNER ? Are there any 

other appearances? 

There foein.g -one, le*- the r e ­

cord so show that, the only witness t o appear ir, t h i s case.. 

Mr. Ernie Busch, has p r e v i o u s l y been sworn i n the ororeedino 

two cases. 

Mr. Taylor € 

ERNIE BUSCH # 

being c a l l e d as a witness and having been p r e v i o u s l y sworn 

upon h i s oath, t e s t i f i e d as fol l o w s , t o - w i t ; 

DIRECT EXAMINATION 

BY MR. TAYLOR: 

Q Mr. Busch, f o r the record would you s t a t e 

your name, by whom you're employed and i n what capacity? 
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A Yes. F r r i e Busch. I'm emp' oyes.7 1 .y t he 

New Mexico C i l Conservat ion D i v i s i o n hh <• i.eo.. i ••• t f o r Dis­

t r i c t I I I . 

Q As D i s t r i c t Geologist f o r i he Oi l f'onser-

v a t i o n D i v i s i o n D i s t r i c t I I I , i s one c f your duties t o study 

and make recommendations concerning the watt era involved i n 

Case 8854? 

A Yes ; i t i s . 

Q And are you f a m i l i a r v/ith Ci&e 8854 and 

the matters contained therein? 

A l a m . 

MR. TAYLOF s Mr. Fxamioer, I 

tender the witnes as an expert. 

MR, STOGNER; Are there any ob­

j e c t i o n s ? 

There bei sg --one, Mr. Buscn i f i 

so q u a l i f i e d . 

Q As a p r e l i m i n a r y matter, Mr. Busch, I be­

l i e v e t h a t you've made a change i n your request i n t h i s case 

since i t was a d v e r t i s e d , ia that, c o r r e c t ? 

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

Q Could you please e x p l a i n that t c ur.? 

A Yes» I n E x h i b i t One o f Case P854 I've 

i l l u s t r a t e d — l e t me s t a r t again. 

I have decided t o eiimj.nat e f rom my ap-
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p l i c a t i o n those p o r t i o n s o t Township 2 b Nortn, Range 2 West, 

Rio A r r i b a County, New Mexico, o f Section 20 — excuse me, 

of Section — a l l o f Section 19, t h a t p o r t i o n of Section 20, 

that p o r t i o n o f Section. ?9 and a l l of Sect ion 31 from my ap­

p l i c a t i o n . 

And, Mr. Examiner, Section 30, not 31? 31 

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

MR. STOGNERf Let's see i f I 

can get t h a t s t r a i g h t . 

I n the docket today those are 

described as p a r t 4) and 5)? 

A That i s c o r r e c t , 

MR. STOGNER: Okay, and part 6) 

also. 

A And part 6 ) . 

MR. STOGNER ? So there's three 

p o r t i o n s i n the docket t o be removed, those being 4 ) , 5 ) , 

and 6) t h a t deal w i t h Sections 19, 20, 29, and 30. 

A That 's r i g h t . 

MR. STOGNKiS S OK ay,, 

Q Your E x h i b i t s One and Two do r e f l e c t the 

curr e n t status of the case. You have already eliminated 

those p o r t i o n s t h a t you are seeking t o eli m i n a t e now from 

the e x h i b i t s . 

A Yes, t h a t ' s r i g h t . 
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Q Okay, Mr, Busch, would yon ploaso explain 

t o us what you are seeking i n Case 9854? 

A Yes,. the formation of four nonstandard 

p r o r a t i o n u n i t s broken down i n t o t r a c t s A through i> i r Town­

ship 29 North, Range 2 West, Rio A r r i b a County, New Mexico, 

t o address those short, sections on the western boundary of 

th a t township. 

Q I n other words, because o f the i r r e g u l a r 

sections on the west p o r t i o n o f t h a t township, Township 25 

North, Range 2 West, you want t o e s t a b l i s h before too much 

development occurs, p r o r a t i o n u n i t s ir? t h a t are:? . 

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

Q I s there anything you wish t o o b t a i n i n 

t h i s case? 

A Yes. I f u r t h e r wish t o ask f o r an excep­

t i o n t o the Special Pool Rules of the CaviIsn-Mancos and the 

Gavilan-Greenhorn-Graneros-Bakota o i l Pools t o allow for a 

second w e l l , i f reasonable, or i f the operator so d e s i r e s . 

Q And could you explain why you're seekinc 

t h i s ? 

A Yes, There's an on-going stoch r i c h t now 

being conducted i n behalf of the Gavilan area and i t may 

t u r n out t h a t the spacing u n i t s -- that the d r i l l i n g may 

need t o be denser or g r e a t e r . I t ' s hard t o s t y at t h i s 

p o i n t . The o p p o r t u n i t y t o d r i l l the second w e l l would give 
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the operator more o f an opt J on i n t. ne area. Ais;; beraa?e 

the p r o r a t i o n u n i t s are larger f o r -.he nest cart: than stand­

ard 320-acre s e c t i o n s . 

0 Are our proposals shown in the forr, of zn 

e x h i b i t ? 

A Yes, they are. 

Q Would you please i d e n t i f y t h i s e x h i b i t , 

or e x h i b i t s , and e x p l a i n what they show? 

A Yes. E x h i b i t Number One, Case R9h4, i s a 

copy o f the United Stated Public Survey f o r Township 25 

North, Range 2 West, c a l l i n g f o r nonstandard p r o r a t i o n u n i t s 

f o r the Gavilan-Mancos and Greenhotn-Graneros-*:-akot a O i l 

Pools, and they are i l l u s t r a t e d i n the form o f Tracts A 

through D. 

Exh i b i t Number Two, Case F.BS4, i x r t d 

those t r a c t s , the acreage contained i n those t r a c t s , sec­

t i o n s , and the d e s c r i p t i o n c f the acreage i n those t r a c t s . 

Q Do you propose any r u l e on the l o c a t i o n 

o f the second w e l l i n these p r o r a t i o n u n i t s ? 

A No, I do not.. 

Q What are the producing formations i n t h i s 

area, Mr. Busch? 

A Again we have Picture"; C l i f f s , Mesaverde, 

Mancos, Dakota — excuse me-, Mancos „ Gallup, and Dakota. 

There's also Greenhorn and Graneros, Graneros and Greenhorn 
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being p a r t o f the Dakota i n t h i s area. 

Q And what spacing, i f any. his been esta­

b l i s h e d i n t h i s area p r i o r t o the hearing tod,ny? 

A Yes, there i s spacing estahl ishu^i i n t bh; 

area by the v i r t u e o f the Gavilan Pool Rules, and that would 

be 320 acres, a l l o w i n g one w e l l per 320, 

Q Would t h i s proposal t h a t you're making — 

t h i s , e s s e n t i a l l y , i s — i s the same propose*! that vou made 

in Case 8852 and 8853, which i s tha because of the irregular 

sections on the west h a l f of t h i s township you prefer to es­

t a b l i s h proration units at. t h i s time prior to hiavy develop­

ment in the area? 

A Yes, tha t i s c o r r e c t , 

Q And i s i t your testimony that the esta­

blishment o f these p r o r a t i o n u n i t s w i l l prevent wn?te and 

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

A Yes. 

Q Have you received any support f o r t h i s 

proposal and have you. met w i t h operators i n the area that-

t a l k e d t o them? 

A Yey ? I have. I have received support and 

I've a l s o accommodated another operate-" here oy .eavj.-g t h i s 

p o r t i o n t h a t ' s i n the docket 4 ) , 5 ) , and 6 ) , out of the ap-

p l i c a t i o n . 

I received a l e t t e r from Mss;i -rarsde Re-
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sources i n support c f t h i s — o f the formation of these non­

standard spacing u n i t s . 

Q Okay. 

A I'd l i k e t o enter that l e t t e r as an Exhi­

b i t Three. 

MR,= TAYLOP? Mr, Examiner , 

would you p r e f e r t h a t we mark t h i s an e x h i b i t ? 

MR. STOGNER; Yes, I v-ould, 

Q Do vou want t o hint hr~ e f * " summarize 

what ' s i n the l e t t e r f o r us, Mr. Bu?oh, and p e r e i b l y any 

conversations you may have had v/ith Men? Grande Resources? 

A " Prom a g e o l o g i c a l standpo:* nt, " ard r' m 

quoting from the l e t t e r ? "from a g e o l o g i c a l «?t and point Mesa 

Grande believes t h a t the propose c r e a t i o n of the f.-VS*- acre 

nonstandard p r o r a t i o n u n i t s and the allowance f o r the d r i l l ­

ing o f the second w e l l on those u n i t s , w i l l canne a more 

l o g i c a l d r i l l i n g p a t t e r n . r e s u l t i n an o r d e r l v development 

program, insure b e t t e r r e s e r v o i r management. , and prevent the 

waste o f r e s e r v o i r energv," 

So b a s i c a l l y t h a t ' s wh-̂ t the l e t t e r con­

t a i n s . 

Q Mr, Bunch, would yor deecrVh<v any other 

conversations you've had v? t h other operators vor'vo had i n 

the area and what t h e i r concerns may be rorra^dino •h is case? 

A Aaa i n w i t h John Roe of Puqan i t was f e l t 
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t h a t the area needed to o. -addressed because of the short, 

sections, or i r r e g u l a r Ix regular se..! i o s ^ , ^od then, of 

course, Mesa Grande. 

McHugh Felt the saute way- however, tney 

already have a couple of well? i n tho aooa t • '' <o- l e f t 

out of my a p p l i c a t i o n and they f e l t tha' ah » hi * '. Ime rhat 

i t would be b e t t e r t h a t t h ^ y proponed l- he i r o • - .andrrd 

pror".t ion u n i t s . 

Q And i t was as a i-e«'.;It of a orit,-? that 

McHugh has brought th a t you have deleted «^:-th—~ 4 ) , " < . 

and 6) from t h i s a p p l i c a t i o n 

A That .is c o r r e c t . 

Q So e s s e n t i a l l y i t ' s you.r r.-?.-»{. i mony thai 

the reason f o r forming these pror at ion un <>. s? ..5 ' hat. o r d e r l y 

development can take place and t h a t -•• •< V..,> ; r - his acreag • 

w i l l not be l e f t out due t o movement of development, t h a t i s 

not planned beforehand, 

A That.e ~ r e e t . 

0 Do you have anythino further to add i •<;. 

t h i s case? 

A Not at t h i s time. Oh. T would l i k e t o 

say f o r the record, arr' 7, d i d n ' t b r i n g thorn olo-o-; .-•;. h sue, T 

d i d prepare l e t t e r s vol send them t o th** m3 i c r i n t e r e s t 

holders i n the area. The l e t t e r s were In the tor n of the 

advertisement t h a t the D i v i s i o n published and rumy of them I 
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13 

didn't get any response fvc.o. 

Q Mr. Busch.' were the Fxha^t t. 0.», Two, 

and Three e i t h e r prepared by you or under your super vision, 

or received i n the normal course o f business? 

A Yes=, 

MR. TAYLORt I'd Jjhe t o Dove 

the admission o f E x h i b i t s One through Three. 

MP. STOGNERs Aro there any ob­

je c t i o n s ? 

E x h i b i t s o-£ through: Three w i l l 

be admitted i n t o evidence at t h i s t i n e . 

Mr. Pea res, ,'ou? v ih •.•:•=•= =•. 

Chosr; EXAMINATION 

BY MR. PEARCE: 

Q M r . Busch. i f w 3 mriy f o r j v d l a iroir.er.t , 

I ' d l i k e to focus on whe-.t you have l a b e l e d T r a c t A i n your 

E x h i b i t Number One. 

A Yes , 

Q Before we begin loohi.no at the; ^.peoif'ic 

t r a c t , I understand from the advert A sclent, o 1 - hio; case they 

were seeking exceptions t o the Specia;. Pool R;i!«?s of the 

Gavilan-Graneros-Greenhorrv-Oakota Pool and the Gaviian-Man-

cos O i l Pool, i s t h a t correct? 

A That.';-: c o r r e c t , Mr. ?<*-.->roe. 
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Q Can yen on E x h i b i t One i n d i c a t e t o me 

where the pool boundaries c f those pools are located? 

A Yes, I can. The — on Exhibit. One the 

north boundary, the northern boundary of Sect icr. I " 7 i s the 

f u r t h e s t extent o f the Gavilan Pools at th i s t into;'., 

Q I'm s o r r y , the top of the m.-ro 01 E x h i b i t 

Number One i s the northern boundary o f the Gavi 1 -tn? 

A No, the top of Secticn 1"' or the top of 

Tract C. 

Q The top o f Tract C. 

A ye s „ 

Q A l l r i g h t , and can yoo de l i n e a t e f o r ne, 

please, the eastern or western boundary of thp On-'.Man? 

A Yes. The western boundary of th5? Gavilan 

i s the western boundary of the township l i n e for tho nn?t 

p a r t . I b e l i e v e — Mr. Pearce, I don't r e c a l l whether or 

not. Section 31 and 32 yes, Section 31 and 32. are a 

p o r t i o n o f the Gavilan Pooh st t h i s time* 

Q A l l r i g h t , l e t me, A I may . ju.3t look 

over your shoulder and show me where tha corner th a t you 

j u s t pointed out t o me. We're t a l k i n g shout tht- northern 

boundary o f Tract C and the western boundary .is wb.>t s i r ? 

A The western boundary i s t h i s i s t h i s 

boundary, and Tract C, t h i s i s the top of the haviian Pool 

at t h i s time. 
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0 Okay, HO the northwest corner of the 

Gavilan i s the l e f t , the f a r i e f t h a n d margin, the l i n e be­

tween Tracts B and C, i s th.->? c o r r e c t ? 

A No, Lots 1 and 2 of Section 16 are not 

i n the Gavilan at t h i s time. 

Q Would ycr take my pen,- please, s i r , and 

my copy of E x h i b i t Number one and sketch t h a t boundary for 

me, please? 

A As r e c a l l . 

Q Yes, and t h a t ' s subject- to ob^ok. 

A Yes- i t i s . 

Q Thank you, s i r . Let's o"h=o- thcut our r e ­

c o l l e c t i o n here. We may want t o mark t h i s .i.? an e x h i b i t , 

I'm not sure. 

As T. r e c a l l the r u l e s , Mr, Busch, s p e c i a l 

pool r u l e s are a p p l i c a b l e t o areas w i t h i r . o~o: mile of the 

boundary o f the pool i t s e l f . I t that t r u e o f the Cavilan 

Pool rules? 

A Yes, i t i s . 

Q And i s Tract A wi Lh ; n ont m;'": & of the 

boundary o f the Gavilan Pool? 

A No,- no, i t i s not:., 

Q Then the Special Pool r u l e s 'or which you 

seek an exception are not a p p l i c a b l e t o Tract A, ,-oo> they? 

A I ni g h t say, Mr. P-aroe,. tho!' bee rt use of 
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the a d m i n i s t r a t i v e ease t >• .vc i t creates i n e l i m i n a t i n g the 

a d m i n i s t r a t i v e burden, ve have co n v e n t i o n a l l y ir. our d i s ­

t r i c t f o r many years now extended pools beyond the ovse* mile 

l i m i t , not by o f f i c i a l nomenclature but by yc. •: d i s t r i c t 

p r o v i s i o n . 

Q That i s not anywhere i o tne r u l e s , i s i t , 

Mr, Busch? 

A No, i t is. not . 

G So there i s no r o l e which «<ou»d -r-ike ao 

operator i n Tract A subject t o the C a v i l a r. r o - ? o 

A No, only ~- only through tho h i s f c r i c t — 

Q A l l r i g h t , s i r . You oerh'ioned i n your 

testimony t h a t there was an on-going study i r progress in 

the Gavilan area, i s that c o r r e c t ? 

A Yes, that i s c o r r e c t . 

Q Who's conducting that -study? 

A A number of operators that ao - s in the 

Gavilan are g e t t i n g together a study commit t e<~- healed out by 

Jerome P. McHugh and Associates. That commit toe v, i l l be 

headed by Gary Johnson o f Jerome P. MeFuuh, 

Q What's the purpose of that stuoyo s i r , i f 

you know? 

A To determine whether or not va-jte i s oc­

c u r r i n g i n the Gavilan and whether o t not a r e s e r v o i r main­

tenance should be undertaken. 
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0. And i understood your test;otony t o U; 

th a t the r e s u l t s o f • ' , t ?it udy might he an i nd l e n t i on of 

e i t h e r denser — more dev.se or lesn dense spacing ho lng ap­

p r o p r i a t e f o r Gavilan, i;? t h a t correct? 

A That 5 ~ c o r r e c t , Mr, 

Q Okay, The adver* ir.em^ot of thi..^ caso 

contained the three t r a c t s t h a t you ha ?.- e? i mi t od f ~om f'ho 

a p p l i c a t i o n , which were Tracts No-. 4- y

e and ' in - he pub-

l i e advertisement. . 

A Ye s« 

Q I believe you f >otd.i.- . t.-ia< t.t»o.:,.; -,J~?O 

e l i m i n a t e d from c o n s i d e r a t i o n i n t h i ? n- ,m a-conned,?«•-

t i o n t o an operator, i<- that c o r r e c t ? 

A Yes, t ha t ' * c o r r e o .. 

Q And t h a t was because t h a t operator 

p r e s e n t l y has i t s own nonstandard pn.rs' ion . re'd ois-; pro­

ceeding? 

A That's r i g h t , 

Q And b e f o r e t h e deved oo^ i . t o f any t r a c t 

on o t h e r t h a n s t a t e w i d e s p a c i n g i f t h e r e i r e no ••••, ••:o'• ) i pooo. 

r u l e s a p p l i c a b l e , i t s p a c i n g ot her t han ••••«• at e v i d<~ s p a c i n g 

were d e s i r e d , a case w o u l d have t o be bro-tight b* ~o>-«» t he O i l 

C o n s e r v a t i o n D i v i s i o n , w o u l d i t n o t ? 

A T h a t ' s c o r r e c t . 

Q So t h f i t when you t h a t i t -.i.-ce-j .-.;ar'y t o 
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space these t r a c t s at th.1 r» ! ime i n order t o f a o i j . i t ate o r ­

d e r l y development, wouldn't that o r d e r l y development not be 

provided by the norma) process o f the operator oho intended 

t o develop those t r a c t s approaching the D i v i s i o n w i t h what 

he believed was the appropriate spacing? 

A I t h i n k that from the standpoir t of t h a t 

p a r t i c u l a r operator, yes, but i n term? of th-? o f f s e t t i n g 

operator and p r o t e c t i n g t h a t — the o o r r e l a t i v e r i g h t s of 

those o f f s e t t i n g operater= being p r o t e c t e d , ve need t o — 

need t o look at t h a t aspect, as w e l l , Mr. P rarce, 

Q With regard t o the spacing vhi ch «nf:?r 

the r u l e s o f the O i l Conservatoin D i v i s i o n i s p r e s e n t l y ap­

p l i c a b l e t o Tract A, what would the stat r v i d s spacing on 

that t r a c t be? 

A 40 acres f o r o i l , 1€C f o r r? <; „ 

Q Are you f a m i l i a r w i t h the case which was 

numbered 8822, p r e v i o u s l y heard by- one of the O i l Conserva­

t i o n D i v i s i o n ' s Examiners? That was an a p p l i c e t i o n by Amoco 

Production Company f o r the formation o f n s p e c i a l pool i n 

the O j i t o area? 

A I'm — I'm somewhat f - j m i l i a r v i t h i t . 

Q Ard are you aware t h a t that -pp-? i c a t ion 

sought 160-acre spacing i n the t r a c t inur.ed l a t e l y corner ing 

t o the northwest o f t h i s Tract A end was denied by th.e O i l 

Conservation D i v i s i o n ? 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A I aso., 

Q And nt ; the b r s i s of t h a t d e n i a l thst. 

t r a c t cornering t o the northwest ir? present! v spaced on 40 

acres, i s t h a t c o r r e c t ? 

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

0 My Fummary of t h i s , s i r > would end me t o 

b e l i e v e t h a t cornering t o the northwest we hroo oorearie 

which i s spaced on 40 acres. V7e have s-tatsv: de spaaing 

r u i e s which c a l l s f o r 40 i n Tract A " d h ; do: 40-ncrn o i l 

spacing and 160-acre gas spacing. More than t. mi l e sway we 

have a pool t h a t has special pocl r u l e s which c a l l f o r 320-

acre spacing, and this; a p p l i c a t i o n seeVs acrn rpacino 

f o r Tract. A, w i t h the option o f a second v e i 1 : f the opera­

t o r d e s i r e s . 

Q Mr. Busch, I n o t i c e t h a t the l e t t e r which 

has p r e v i o u s l y been introduced as Exhibit hhnntor Three 

references Case Number B838. 

A Yes. 

0 We are here dea l i n g wit'- Case PR54. 

A Yes, t h a t ' s c o r r e c t , Mr. P a a r r o uh-huh. 

0 Could you explain tv.«» di ?f~-.-n'c t o me, 

please, s i r ? 

A Yes, That 88 — Casa 8838, was i t , Mr. 

Pearce? 

0 Yes, - i r . 
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A Was dismissed because the D i v i s i o n d i d 

not n o t i f y the operators, i n t e r e s t owners — oh, excuse me. 

The D i v i s i o n d i d n ' t f i l e an a p p l i c a t i o n t o be put i n the 

f i l e f o r 8838 t o inform the p u b l i c o f what — of what was 

t a k i n g place. 

Q That was the 10-day r u l e , Mr. Busch? 

A That was the 10-day r u l e , Mr. Pearce. 

Q The l e t t e r from Mesa Grande Resources 

does not appear t o me t o s p e c i f y what acreage Mesa Grande 

has an i n t e r e s t i n . Do you know which o f the t r a c t s they 

hold an i n t e r e s t in? 

A Yes, f o r the most p a r t . Let me c l a r i f y 

t h a t by saying I know where they have d r i l l e d w e l l s . 

There are two w e l l s c u r r e n t l y , one i n 

Section 8 o f 25 North, 2 West, and one i n Section 17, and 

I'm not r e a l sure what other acreage they do have. 

Q So f a r as you know does Mesa Grande Re­

sources hold any i n t e r e s t i n Tract A? 

A So f a r as I know, no. 

Q Thank you, Mr. Busch. 

MR. PEARCE: I have nothing 

f u r t h e r at t h i s time, Mr. Examiner. 

MR. STOGNER: Mr. K e l l a h i n , 

your witness. 
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CROSS EXAMINATION 

BY MR. KELLAHIN: 

Q Mr. Busch, I' d l i k e t o take your p l a t , 

which i s E x h i b i t Number One — 

A Yes. 

Q — and have you help me update i t i n 

terras o f where you understand w e l l s t o have been d r i l l e d i n 

the Gavilan-Mancos Pool. 

Let's s t a r t w i t h your proposed nonstand­

ard U n i t A. W i t h i n the short s e c t i o n , which I t h i n k i s 6 — 

A Uh-huh. 

Q — a n d immediately t o the east i n the f u l l 

Section 5, ara I c o r r e c t i n understanding t h a t there are no 

Gavilan-Mancos w e l l s i n e i t h e r o f those two sections? 

A You are c o r r e c t , Mr. K e l l a h i n . 

Q When we go down t o your proposed B — 

A Yes. 

Q — i n short Section 7 there are no w e l l s 

but over i n Section 8 there i s a Mesa Grande well? 

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

Q And t h a t i s a Gavilan-Mancos well? 

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

Q Do you know, s i r , what the p r o r a t i o n u n i t 

Mesa Grande has assigned t o t h a t w e l l f o r th a t pool? 
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A Yes. They — they have taken a stand-up 

320-acre, the west h a l f o f Section 8, p r o r a t i o n u n i t . 

Q Let's drop down into the next t i e r . In 

short Section 18 there's no w e l l but i n 17, the a d j o i n i n g 

f u l l s e c t i o n t o the east, there i s a Mesa Grande Gavilan-

Mancos we l l ? 

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

Q And i n what o r i e n t a t i o n i s t h a t p r o r a t i o n 

u n i t ? 

A 

Q 

That's also a stand-up. 

W i l l t h a t be an east h a l f or a west h a l f 

for that well? 

A I t w i l l be a west h a l f . 

Q The next t i e r down i s — 19 i s the short 

s e c t i o n , no w e l l f o r t h a t pool i n t h a t s e c t i o n , i s t h a t cor­

rec t ? 

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

Q Moving t o the east, then, Section 17 i s 

the f u l l s e c t i o n . I'm s o r r y , t h a t would be Section 20. 

A 

Q 

w e l l s i n 20? 

A 

Q 

u n i t ? 

Uh-huh. 

Section 20, are there any Gavilan-Mancos 

Yes. 

A l l r i g h t , and what i s the p r o r a t i o n 
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A 320 acres . 

Q And the o r i e n t a t i o n ? 

A I t ' s a stand-up, Mr. K e l l a h i n . 

Q And t h a t would be a west h a l f . 

A West h a l f , uh-huh. 

Q Okay, and t h a t ' s Mr. McHugh's well? 

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

Q Then we get down below t h a t , the next 

short s e c t i o n i s 30. No Gavilan-Mancos w e l l . 

Then we look t o the east i n t o Section 29. 

A Yes. 

Q Are there Gavilan-Mancos wells? I f so, 

what's the o r i e n t a t i o n o f the p r o r a t i o n u n i t s ? 

A Those are c u r r e n t l y standing up, Mr. 

K e l l a h i n . Section 29, east and west h a l f . 

Q A l l r i g h t , those are both Mr. McHugh's 

w e l l s i n t h a t section? 

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

Q And t h a t s e c t i o n , then, i s f u l l y developed 

i n the Mancos. 

A Yes. 

Q I t ' s got two w e l l s i n the s e c t i o n . 

A Yes. 

Q Both stand-up. 

A Yes. 
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Q A l l r i g h t , we get down i n t o the l a s t pro­

posed nonstandard u n i t D, the short s e c t i o n i s 31, there's 

no Gavilan-Mancos w e l l ? 

A No. 

Q And immediately t o the east i n Section 32 

i s there a Gavilan-Mancos w e l l i n t h a t section? 

A No. 

Q Okay. Let me go back t o the beginning, 

Mr. Busch, and have you e x p l a i n t o me again what the basis 

i s f o r having the D i v i s i o n e s t a b l i s h a p a t t e r n f o r s o l v i n g 

the short s e c t i o n problem t h a t appearas i n here because o f 

the governmental surveys. What's the basis upon which 

you're doing t h i s ? 

A To insure an o r d e r l y development, protec­

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

Q The proposed method t o insure the o r d e r l y 

development, the proper l o c a t i o n o f w e l l s and the 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 , the choice o f s o l u t i o n s t h a t you have 

chosen f o r some o f these sections i s t o combine the short 

secton w i t h acreage out o f the standard s e c t i o n immediately 

t o the east. 

A Yes, t h a t ' s r i g h t . 

Q As pa r t o f t h a t s o l u t i o n , then, you come 

up w i t h a t o t a l acreage f o r the nonstandard u n i t . How do 

you propose t o handle the allowable f o r the w e l l t h a t ' s i n 
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t h a t nonstandard u n i t i n r e l a t i o n t o a standard 320-acre a l ­

lowable i n the Gavilan-Mancos? 

A For the top allowable f o r my proposed 

nonstandard p r o r a t i o n u n i t s would be i n the p r o p o r t i o n t h a t 

the number o f acres i n the t r a c t bears t o a standard u n i t i n 

the p o o l . 

Q A l l r i g h t , so t h a t there w i l l be an ac­

reage f a c t o r a p p l i e d t o the nonstandard u n i t — 

A Yes, s i r . 

Q — r a t h e r than simply g i v i n g them a regu­

l a r 320-acre allowable, t h a t allowable f o r your nonstandard 

would be greater — 

A Because i t has — 

Q — because i t has more acreage. 

A Yes, s i r . 

Q That i s at l e a s t one choice i n your o p i n ­

i o n , I understand, t h a t you t h i n k would be adeguate t o pro­

t e c t the c o r r e l a t i v e r i g h t s . 

A Yes, s i r . 

Q A l l r i g h t , l e t ' s look at another choice 

or s o l u t i o n . 

When we look a t the McHugh acreage i n 20 

and 29 i n the a d j o i n i n g short s e c t i o n , another choice, as 

Mr. McHugh has proposed, would be t o simply create a non­

standard p r o r a t i o n u n i t c o n s i s t i n g o f simply Section 19. 
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A That's c o r r e c t . 

Q And then another one c o n s i s t i n g o f simply 

Section 30. 

A Yes. 

Q A l l r i g h t . The allowable f o r w e l l s 

d r i l l e d i n each o f those undersized u n i t s would also be an 

acreage f a c t o r allowable and i t would be less than the 

standard 320-acre allowable, would i t not? 

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

Q I n your o p i n i o n , Mr. Busch, would t h a t 

also provide a d i f f e r e n t s o l u t i o n t o the same problem and 

r e s u l t i n o r d e r l y development? 

A I n — i n t h e i r p a r t i c u l a r s i t u a t i o n , be­

cause o f the acreage being d i l u t e d by the w e l l s t h a t they've 

already d r i l l e d , i t would probably be a reasonable s o l u t i o n 

t o t h e i r p a r t i c u l a r problem. 

Q You don't have any objecton, then, I 

guess, t o Mr. McHugh's proposed s o l u t i o n f o r the short sec­

t i o n s , at l e a s t those t h a t are involved i n t h i s case? 

A Not on t h a t b a s i s . 

Q A l l r i g h t , do you have any o b j e c t i o n t o 

i t on any other basis? 

A I t h i n k t h a t i t could create problems i n 

terms o f c o r r e l a t i v e r i g h t s i f i t were extended beyond t h a t 

area. 
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Q And t h a t ' s why you have sought, then, t o 

have the balance o f the short sections included i n a s o l u ­

t i o n as you've proposed i n t h i s case t h a t we're t a l k i n g 

about now. 

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

Q And I guess the only other operator then 

t h a t ' s a f f e c t e d i n t h i s immediate area t h a t has a Gavilan-

Mancos w e l l i s Mesa Grande. 

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

Q And at l e a s t f o r t h a t company and t h e i r 

p o s i t i o n f o r t h e i r s e c t i o n , they support your s o l u t i o n . 

A That's r i g h t . 

Q A l l r i g h t . Thank you, Mr. Busch. 

MR. KELLAHIN: I have no f u r ­

t her questions. 

K e l l a h i n . 

MR. STOGNER: Thank you, Mr, 

Mr. Taylor, any r e d i r e c t ? 

MR. TAYLOR: No, s i r . 

CROSS EXAMINATION 

BY MR. STOGNER: 

Q Mr. Busch, so I can understand here, i n 

Section Number 8 there i s a w e l l i n the west h a l f ? 

A Yes, Mr. Stogner, t h a t ' s c o r r e c t . 
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Q And whose w e l l i s t h a t one? 

A That belongs t o Mesa Grande. 

Q And i t ' s producing from what formation? 

A From the Gavilan-Mancos and the Gavilan-

Greenhorn-Graneros-Dakota. 

Q Immediately t o the west — 

A Yes. 

Q — i n Lots 1, 2, 3, and 4, who are the 

leasehold operators there? 

A That i s , f o r the most p a r t , Mesa Grande, 

t h a t ' s o n l y b e l i e f , I don't know. 

Q I s i t foreseeable t h a t there could be 

some other leasehold operators or leaseholders? 

A Yes, i t ' s — i t ' s p o s s i b l e . 

Q Now do these leaseholders, as i t i s now, 

are they allowed t o develop t h a t acreage, being a l l o f Sec­

t i o n i n t h i s case? 

A They would need a nonstandard p r o r a t i o n 

u n i t , wouldn't they, Mr. Stogner? 

Q I don't know, Mr. Busch, you answer the 

question. 

A Yes, they would need a nonstandard p r o r a ­

t i o n u n i t . 

Q Okay. I f they obtained a nonstandard 

p r o r a t i o n u n i t would they be allowed t o develop t h e i r ac-
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reage? 

A Yes. 

Q Okay. I f they d i d not wish t o be joi n e d 

i n , would they have t o be forc e pooled? 

A You mean i f we form these nonstandard 

p r o r a t i o n u n i t s as they are as 500-acre jobs and — 

Q Yes, s i r . 

A Yes, t h a t ' s conceivable. 

Q Let's drop down t o Section 17. 

A Okay. 

Q You said there was a w e l l i n the west 

h a l f t h e r e , i s t h a t c o r r e c t ? 

A Yes. 

Q And whose w e l l i s that? 

A That belongs t o Mesa Grande. 

Q And i t i s producing from what formation? 

A From the Gavilan-Mancos and the Gavilan-

Greenhorn-Graneros-Dakota. 

Q Over i n Section 18, who are the leasehol­

ders over there? 

A I don't know, Mr. Stogner. 

Q Again I'm going t o ask the guestion, were 

a l l leaseholders i n t h i s proposed areas n o t i f i e d pursuant t o 

A I don't have a lease map. I'm not a 
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landman so I n o t i f y operators o f record. 

MR. STOGNER: I have no f u r t h e r 

questions o f Mr. Busch. 

Are there any other questions 

o f t h i s witness. 

MR. CHAVEZ: Mr. Stogner? 

MR. STOGNER: Mr. Chavez, would 

you please stand and i d e n t i f y y o u r s e l f ? 

MR. CHAVEZ: Frank Chavez, Dis­

t r i c t Supervisor, Aztec, f o r the OCD. 

QUESTIONS BY MR. CHAVEZ: 

Q Mr. Busch, i n the past has the O i l Con­

se r v a t i o n D i v i s i o n or Commission presented cases t o c o n s o l i ­

date acreage and form nonstandard p r o r a t i o n u n i t s where 

there are short sections because o f government land surveys? 

A Yes, Mr. Chavez, a number o f times. 

Q Did, i n p r e p a r a t i o n o f t h i s — these non­

standard p r o r a t i o n u n i t s , d i d you discuss, or t r y t o come up 

w i t h several d i f f e r e n t a l t e r n a t i v e s besides the one t h a t you 

d i d present today? 

A Every conceivable a l t e r n a t i v e t h a t I 

could t h i n k o f , yes. 

Q Were those also discussed w i t h the 

operators o f record i n the area? 
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A Yes, they were. 

Q I s the one you've presented the most ac­

ceptable t o the operators you discussed the a l t e r n a t i v e s 

with? 

A Yes, I b e l i e v e i t i s , Mr. Chavez. 

Q I n your proposal f o r D r i l l Tract A, which 

i s not w i t h i n a m i l e o f the present pool boundaries o f the 

Gavilan-Mancos or Gavilan-Greenhorn-Graneros-Dakota, w i l l 

t h a t apply o n l y i f a w e l l d r i l l e d i n t h a t area i s determined 

t o be w i t h i n t h a t pool? 

A Yes. 

Q So conceivably a w e l l d r i l l e d i n there 

may be determined t o not be w i t h i n the pool and t h e r e f o r e 

t h i s d r i l l t r a c t would not apply t o i t ? 

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

MR. CHAVEZ: That's a l l the 

questions I have. 

MR. STOGNER: Thank you, Mr. 

Chavez. 

Any other questions? 

BY MR. STOGNER: 

Q 

RECROSS EXAMINATION 

That b r i n g s up an i n t e r e s t i n g p o i n t . 

Mr. Busch, when was the l a s t time the 
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D i v i s i o n d i d t h i s ? 

A Extended the — 

Q No, the nonstandard p r o r a t i o n u n i t be­

cause o f — 

A The nonstandard p r o r a t i o n u n i t — I t h i n k 

Mr. Chavez d i d i t i n 1979. 

Q And you said i t had been done several 

times previous t o t h a t . 

A Yes. Mr. Kendrick, Al Kendrick, D i s t r i c t 

Supervisor, and I b e l i e v e he was i n the capacity o f D i s t r i c t 

Engineer, presented some a p p l i c a t i o n s f o r nonstandard p r o r a ­

t i o n u n i t s . 

MR. STOGNER: Are there any 

other questions o f Mr. Busch? 

There being none, he may be ex­

cused . 

MR. EMMENDORFER: Mr. Examiner, 

i f I may say something on behalf o f Mesa Grande Resources. 

MR. STOGNER: Please step f o r ­

ward . 

MR. EMMENDORFER: As noted on 

E x h i b i t Number Three, which i s our l e t t e r o f support, i t was 

i n i t i a l l y f o r Case Number 8838 and as i t was not advertised 

p r o p e r l y , I b e l i e v e i t s t i l l stands f o r Case 8854, as was 

adv e r t i s e d , since they both were the same seven p a r c e l s . 
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Also may I say that. Case 8854 

was advertised and i t was discussed with personnal at Mesa 

Grande Resources by Mr. Busch, and we were under the impres­

sion that — u n t i l t h i s morning, that that case was going to 

be heard in i t s entirety with a l l seven, and we were not, 

u n t i l 8:00 o'clock t h i s morning before t h i s hearing took 

place, that portions fo the o r i g i n a l case were going to be 

asked to be excluded. 

I may also state Mesa Grande's 

acreage position to some extent, I'm just a geologist and I 

don't know the true land picture, but I do know that Mesa 

Grande does contain acreage within Parcel A. Mesa Grande 

Resources owns a l l the acreage in B and in C, as far as I'm 

aware of, and I might also say that we own acreage in the 

north h a l f of Section 19, which t h i s morning i s going to be 

excluded from Case Number 8854, but i s going to be affected 

by McHugh's case to be held i n a few weeks, and i t ' s under 

our impression that the north h a l f of Section 19 i s a part 

of the same lease as in the part of the Section 18, and i t ' s 

the same lease. I believe i t ' s Federal and i t i s adjoining, 

and we fe e l that since i t was within the one mile l i m i t of 

the Gavilan-Mancos and the Gavilan-Greenhorn-Graneros-Dako-

ta, that i t would not be l o g i c a l that t h i s one lease be sub­

ject to two different nonstandard proration units within the 

Gavilan-Mancos or the Gavilan-Greenhorn-Graneros-Dakota. 
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So we'd just l i k e to go on re­

cord to say that we are a major leaseholder in the area and 

that we do support the State's case as o r i g i n a l l y proposed 

in the advertisement. 

Thank you. 

MR. STOGNER: Thank you, Mr. 

Emmendorfer. 

I b e l i e v e we're now ready f o r 

c l o s i n g statements. Mr. K e l l a h i n , I ' l l l e t you go f i r s t . 

Mr. Pearce, you may f o l l o w , and then, Mr. Taylor, I ' l l l e t 

you go — come i n l a s t . 

MR. KELLAHIN: Thank you, Mr. 

Stogner. I ' l l waive a c l o s i n g statement. 

MR. STOGNER: Thank you, Mr. 

K e l l a h i n . Mr. Pearce. 

MR. PEARCE: Thank you, Mr. 

Stogner, j u s t very b r i e f l y . 

We have two concerns about the 

case as i t r e l a t e s t o Tract A. The f i r s t i s a procedural 

concern. The case i s ad v e r t i s e d as being an exception t o 

sp e c i a l pool r u l e s , which under the r u l e s o f the O i l Conser­

v a t i o n D i v i s i o n are not a p p l i c a b l e t o the t r a c t i n question. 

Our second concern i s substan­

t i v e and t h a t i s t h a t the witness has t e s t i f i e d t h a t there 

i s on-going study, t h a t t h e r e i s (not understood) acreage 
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w i t h d i f f e r e n t , spacing, and t h a t they are not sure what the 

spacing ought t o be, and i t sounds t o us t h a t , a t le a s t as 

t o Tract A, t h i s case i s t h e r e f o r e premature. 

Thank you, Mr. Examiner. 

MR. STOGNER: Thank you, Mr. 

Pearce. 

Mr. Taylor. 

MR. TAYLOR: Mr. Examiner, I ' l l 

waive a c l o s i n g statement. 

MR. STOGNER: Thank you, Mr. 

Taylor. 

Does anybody else have anything 

i n Case 8854? 

I f not, t h i s case w i l l be taken 

under advisement. 

(Hearing concluded.) 
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C E R T I F I C A T E 

I , SALLY W. BOYD, C.S.R., DO HEREBY 

CERTIFY the foregoing Transcript of Hearing before the O i l 

Conservation Division (Commission) was reported by me; that 

the said t r a n s c r i p t i s a f u l l , true, and correct record of 

the hearing, prepared by me to the best of my a b i l i t y . 
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