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STATY OF NEW MEXITO
ENERGY AN MINERALS DEPARTMENT
CIL CONSERVATION DIVISICON
STATE LAND OFFICE BLDC.
SENTA Fr, NEW MEX7i70O

2 April 1986

DIVIVION HEARING

IN THE MATTER OF:

Application of the Ull Corservation CASF
Division on its own meotion for ex- 2554

ceptions to the Special Riles
the Gavilan-Greenhorn-Graneros
and Gavilan-Mancos 011 Pools as
mulgated by Division Orders Nos.
7745 and R-7407.

REFORE: Michael E. Stoganer, Examinoely

Por the Division: Jeff Payiorv
Attorney at l.aw
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MR, STOGNER: a1l next Case
8854, which is the application again of the Oi) Conservaticn
Division on its own motion for exceptions to  the Specilal
Rules for the Gavilan-Greenhorn-Graneros-Dakota and Gavilan-
Mancos ©il Pools in Ric Arriba County, New Mexico.

The OCD sesks exveptlions to the
spacina and one well per proratisn unit
sions of these Special -~ Special Rules.

Call for appearances.

MR. TAYLOR- Maw it please the
Examiner, my name is Je:1f Taylor, Ccounsel fur the il Con-
servaticn Division arnd T have one witness who b=z zlready
been sworn.

MR, PEARCE: r. Ex=miner, am
W. Perry Pearce of the Santas Fe iaw Zirm of Montgomery and

Andrews, appearing in tihis matter on behalflf of Ancceo Producs

tion Company and I do no! have a witness this morping.

MR, STOGKER: Are there «ny
other appearances?
MR. KELLAHTNM: M Fxaminer,

I'm Tom Kellahin, Santa Fe, New Maxicc, aopezring on behalf
of Jerome P. McHugh and Asscciates.
MR, BEMMENDORFEL ¢ Eridd I'm Atan

Emmendorfer, a geologist, appearing for Mega Srande Resour-
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ces of Tulsa, Oklahoma.

MR, STOCKNTR:  T'm worry, =ir, T

didn't catch your name.
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MR. EMMENDOEFEER: Alan Emmen-
dorfer, E-M-M~E-N-D-O-R-7-E-R,.

ME. ESTOGNER. Mr. Pearce, who
again are you representing?

MR. FEARCE Awazo Production
Company, Mr. Examiner.

MR. STOGNER: Are there any
other appearances?

There beirg ione et the re-—
cord so show that the only witness to appear 1in this  case
Mr. Ernie Busch, has previously been sworn ia the ororee=ding

two cases.

Mr.

ERNIE
being

upon his oath, teskified

AT RO
DY REDT

BY MR. TAYLOR:

zs follows,

Tayvlior .

BUSCH,

to=—wil oz

EXAMINATION

called as a witness ard having heen praviously

SWiIrTi

Q Mr. Busch, for the record wouid you state
your name, by whom you're employesd and in what
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A Yes. Trrie Busch, ' emp
New Mexico Cil Conservation Division «e ¢ GeGioyg
trict III.

Q As District Geclogist for 1he
vation Division District III, is one cf your dut
and make recommendations concernling the watters
Case 88547

A Yes, it is.

Q And are you familiar with Ca
the matters contained therein?

A I am,

MR. TAYIOE: Mr,
tender the witnes as an: experct.

MR. STOGNE¥R: Axre t
jections?

Thers heiig -one,
s0 gqualified.

yreiiminary matter, Mr,

£

Q As a

e

lieve that you've made & change in vour raqguest

since it was advertised, is that correct?

A Yes, that's correct,
0 Could you please exwplain that

toved Ly the

tet For Disg-—

NI Tonser-

128 to study

inveived  in

=2 B8RS4

ot
o]
o,

My, Buscn is

Ruzch, T he~

o
r
o2
*-4 -
%]
9]
ot}
n
0]

A Yes . In Exhibit dne of Case $854 §wvsa

illustrated -~ let me start again.

I thave decided to eiiminate

from my  ap-

&
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plication those portions of Towaship 23 North, Range ¢ West,

Rio Arriba County, New Mexico, of Secticn 20 -«

exiuse mne,

cf Secticon -- all of Section 19, tnat portion »f Section 20,

e’
(@]
s
Y
9]
-4
bd
O
3

that portion of Section 29 and aill
plication.
And, Mr. Examiner, Section 33,

is still in the application.

can get that straight.

described as part 4) and 8$)7
A That 1is correct,
MR. STOGNFER: Okay. a
also.
A And part &).
MR. STOCGNER: So the
portions in the docket t¢ be removed, those beinug

and 6) that deal with Sections 19, 20, 29, and 20.

A That 's riahkt,
MR. STOGHEE: Tkav.
Q Your Exhibits COne and Two do
current status of the case. You hawvi: asiready

those portions that you are seeking to zlirznats
the exhibits.

A Yes, that's right.

31 from my ap-

noatt 31 3

b

those are

nd part 6)

re's tnree

\ v
4/: «c"."':

»flect the
siiminated

anow  from
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Q Okay, Mr., Busch, would vou plcase explain
to us what vou are seeking in Casz2 823547
A Yes, the formation of four norstandard

proration units broken dcwn into tracts A throuah ¥ ir Town-
ship 29 North, Range 2 West, Rio Arriba County. New Mexico,
to address those short sections on the westerrn houndary of
that township.

C In other words, heceuss of rhe irregular
sections on the west portion of that township, Township 2%
North, Range 2 West, vou want to establish before too much
development occurs, proration units in that ares.

A That 's ccrrect.,

Q0 Is tirere anything you wish o cbtain  in
this case?

A Yes. I further wish o ask for an aexocen-
tion ko the Special Pocl Rules cof the Cavilan-Mancos and the

Gavilan~-Greenhorn~Granercos—-3akota 01) Pools to allow for  a

second well, if reasonable, «ar if the cperator so desiress.

Q And could vyou ezziair why you're zeexinc
this?

A Yes. There's ar on-aoing stody sicht now

being conducted in behalf of the SGavilian area and 1t ray
turn out that the spacing units -- trat the drilling may
need to be denser or greater, It's hard £~ sey  at  this

oint. The opportunity to drill the second well would give
p
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the operatcr more of an o

Wiomn in the arca. Al

the proration units are (arger for ~ane nosb rart

ard 320-acre
o
exhibit?
A
Q
or exhibits,

A

copy o©of the

North, Range

sections.

Are ouar croposals shown in the

and explain what they show?

Yes. Exh:iblt Nurber One, ({aseg

g

593 Liecauce

tian abtand-
. -
forn ot 2an

tUnited &Stated Publinc Survey for  Town

2 West, calling for nonstandard oveorab w

for the Gavilan-Manccs and Greenhorn-traneros-

Pools, and

through D.

those tracts,

tions, and the description o

Q

af

=

they are 1llustrated in thne forr

Exhibit Number Two. Casa &
the acreace containsd in those tr

in thos

1)
T
g
[}
o
H
A
D
o
]
iy

Do you propase any rvale on th

of the second well in ttrese proration units?

A

Q

No, I do not.

What are the producing formatiang

area, Mr. Busch?

A

Mancos, Dakota -- excuse mé, Mancos,

There's also

A
9
et
b

=
H
"

Again we have Picturesd

Greenhorn and Graneros, Granerogs an

Gakota D1l

nEa, iivt s
acts, sac-
¢ tracts.

¢ location

Megaverde,
sndd dakoeta,

B U V-
S reenhorh
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being part of the Dakota in this ares.
Q And what =pacing, if auy. has been esta-

blished in this area prior to> the hearing today?

A Yes, there is spaoing estaniished in this
area by the virtue of the Gavilan Pool Rules, and that would
be 320 acres, allowing cne weli per 320,

Q Would this proposal thabk vou're wmaking -
this, essentially, is -~ is the same prozcssl that vou made
in Case 8852 and 8853, wnich is tha because ~fF the irragular
sections on the west half of this township you prefer to es-
tablish proration units at this time prior to haavy develop-

ment in the area?

A Yes, 'hat is correct,
Q And is it your testimony that the esta-

blishment of these proration units will preavenii waste and
protect correlative riagbtse?

A Yes.

Q Have vyou receilved anv susnport for  tiig
proposal and have you met with operators in the area that
talked to them?

A Yezx, I have. I havs received sunport and
I've also accommodated ancther operator here Oy leaving thiis

portion that's in the derket 4), 58}, and 6), out of the ap-

plication.
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bkl

sources in support cf this -~ of tha formation of therse por-
standard spacing units.

Q ok=zy .

A I'd like to enter that letter as an Exhi-
bit Three.

MR TAYIOR: Mr, Examiner,

MR. STQOCNER: Yeas, T owonld
O D2 vou want to Suet brisfty gummarize

wrat's in the letter for us, Mr. BRuzch, and peesibly any
conversations you may have had with Mersz firande Bssources?

A "Frorm a geclogical standpoint, " ard r'rm
quoting from the letter. "from a geclegical ctandpoint Mean
Grande Dbelieves that the yrropose creaticn of the S08+  acre
nonstandard proration units and the allowance for the driil-
ing £ the second well on those unite, will ocanre a  §more
togical drilling pattern, rvesult in an arderlv development
program, insure better reserveir manacement, and prevent the
waste of reservoir energv.”

Se hasically that's what rhe lerter con-
tains.

0] Mr, Buvach, would vou degcrit=e anv other
conversations you've had with other woperatcrs wvor've had in
the area and what their fcncerns may e rovaridiecrs rpiag nase?

<\ Again with Johr Roe of DMugan it was felt
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that the area needed to v zddressed because aof  tha  sho
sections, oOr irregular =-- trregulas se.t ione, 301 Lhen,
course, Mesa Grande.

Mc#ug™ felb the sase wayv; howevso, I

already have a couple <7 wells in the aven trat 7'y led
out. of my application and they feib that ab this ima  ths

it would be better that thzy proposed their oo oot sndad

pror=ztion units.

0 And it was ag o rassit o oa Pl o= S O S ¥

McHugh has brought that you have delete? st iso-w 4Y, 0
and 6) from this applicat iurn.

A That i1z <oerrect.,

o So essent tally Yt 's vour rastimony  th
the reason for forming those proratiorn un:ts .3 0 hat order

develoynment can take piacve and thaet portlooe =7 1118 Aacread

will not be left out dus to movement of Jeveispment that
not planned beforehand.
N That. '~ r.orect,

Y Do i TG A Vt}.\ % ga);_’g ‘::':-, rEher to add

- i

T
oz
o
4]

case?

kA Not at this time, Sh, T ey

say for the record, end I didn't bring Lhem Al aes Ui me,
did prepare letters or i send them to tne maicr  ilaters
nholders 1in the area. The letters wares in tne form of ot

advertisement that the Division pubiiishea and many of then

S

oy

ot
£

1
e

T

-~
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didn't get any responss froo.

Q Mr, ZDusch,
and Three either prepered oy you
or received in the normal course

A Yes.

the admission of Exhibits

Exhih

be admitted into evidence at this

vMr. P

CrOES EXAMIRA

RY MPR. PEARCE:

C Mr. Busar

I'd like to focus on what

Exhibit Number One.
A Yes.

Q2 Befora we beagin

-

tract, I understand from the adver

were seeking exceptions to

Gavilan-Graneros—-Greenhorn-akota
oorract?

cos 0il Pool, is that

A That ' rorreat,

wer e

the Spaeciai

bher Twxbiziltb s

Tt
WO,

nrounder your

oo
SLUDEIVISION

of husiness?

TAYLGE TP 2ive to

Ve

itbks re rhnrounr Three

v

YT
& i

-
S5 s eyt y o i ez
[ar I Ay ;y e © Rl L S e
TR e
P3O
. - £ - .
w2 may Tor jusi oa owomernt,
2 i = = Lk -~ @ bl =
2 labeled Traci A& It your
N T o L [ L R Y LR
Look L @l L. sl {0
8. = g g $ 7T ¥
Pogamant a0 Dons Jase tneys

e TO N1 g

Poct and the

Mr. Faarce.
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0 Can

where the pool boundaries of those ol

A 23,

yocu on Exhibkit Orne indicate to me
S arve logcated?
I can. The =- on Oxhibis 9ne the

north boundary, the northern boundary of Sectisn 17 is  the
furthest extent of the Gavilan Pocls at tnis @ iman

Q I'm sorry, the tor »f the ma- -1 Fxhibit
Number One is the northern boundary of ths JSavilan?

2 No, the top of Section 217 or the top of
Tract C.

Q The top of Tract .

A ves,

Q All right. and can you delinestz for rme,
please, the eastern or wastern boundary 2f the Ta-ijan?

A Yes. The westzarn boundarv of ths Gaviian
is the western boundary of the township lins for  “he npos
part. I believe ~- Mr. DPearce, I don't rescail vhether or
not.  Section 31 and 32 =« ves, S&ection 31 and 37 are  a
portion of the Gavilan Pmal at this tire.

Q All right, let me, 1f T may iust look

over vyour shoulder and

just pointed out to me.
beoundary of Tract C and

A The
boundary, and Tract C,

at this time.

show me where -- th2 cormar bthat wou

We're talking ahout
the western boundary i3 Jhot
wagtarn boundary is this ~-- ls  this
the

this is

= .
\~‘\3-‘
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¢ Okay, =s¢
Gavilan is the left, the far 21
tween Tracts B and C, xg rthat <

A No. L.ots 1
in the Gavilan at this time,

G Would yor ta
my copy of Exhibit Nurmber Tne
me, please?

A As %

rocalli,

Yes, an:d tha
it is.

Q
A Yes,
Q Thank you, s

collection here. We may want

I'm not sure,

As I recall

pool rules are applicable to
boundary of the pool itsalf,
Pool rules?
A Yes, it is.
»: Ans  is Tra
boundary of the Gavilan Pocl?
A No, no, it i
Q Thaa hths Spe

2

seek an exception are not awvpil

A I might say,

the nortlyvsest coraer of the
afthard rargin, the line he-

and 2 of Section 2 are not
ke my pen, pieass, 2ir, and

oy
.
et
>

i

Vs
uﬁ
by
i
o

-
-
1
-

and ske2kaoh

t's subkjecr o

L L = 3
1. LeN 5

Lo omark

the rulises, Mr.
areas withln oo
it that

true ¢f the Cavilan

2t A with' i ore mite of  the
s not.
otal Puol rales (o whlch vou

cablie b Tracn &, ava they?

that

s o rm o o
TGO O
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b
e

the administrative ease tiric it 2restes ia eliminating the
administrative burden, we& rave conventionally in cur  dis-
trict for many years now extended opodls bevond tha sne mile
limit, mnot by officizl romenclature but by ves o Glstrict
provision.

. e - PO EE B M 3
noEoanywhere 10 o bne rulsz, 1s o if,

bote
Wi

o That
Mr. Busch?
lh\ NG' 1?: f ':-' Z—ll-t L]

b

¢ So ttere is no rule which woaid czke  an
cperater in Tract A suirject to the Faviiar rola:.

A No, oriy =~ only throuvah tho Tistrict --

QO All right, sir. Yoeu wmentioned in your
testimony that there was an on-guing study i1n srocress  in
the Gavilan area, is khat ~orrect

A Yes, that is correci,

Q Who's conducting that atuady

A A numper cof opuratcrs trhat arz ia the
Cavilan are getting togethor a study coomittes Leaied out by
Jerome P, McEugh and Associates. That conrirsee will Te
headed by Gary Johnson of Jerome F, McFuan,

o] What 's the purpose of vhat srudy, sir, iF
vyou know?

A To deiermine whether or act waste is  oc-

curring in the Gavilan and whethar oy not a reservoir main-

i

tenance should be undertaken.
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rrhat the

z2ither

i

propriate for

A

o

contained the

application,

iic
A

0
eliminated

tion to an

presently

joae

ceeding?
A
Q
on

ot.her

rules

were desired,

Conservation Division,

A

denger

advertisement .

.

And I woaderstond yvour testlimoay to
results of t*.t study wight me an  iatication
-- mwore darnse o7 lesa dense spacing Loing  a
Gavilan, is that correct?
That ‘s correct, Mr, 2anyog.

Okay. ™2  adverticosmast i thiia oa
three tracts “hat vou 2riwinat 3 from
which were Tractrs Neos, 4. 7, and % in Yie po

Yes,
I heilieve v teostl ! st s W=
from considerzticon in this caar 07 oy 3700
coperator, ic that oorrect?
Yes, t*har’s Loryecs
And that was Decause that  operat
has its own nonstanlard prorsl on onlt Tass o

That.'s riaht.

And brefore the

werul o it nob T

That.'s

£

Correct

S¢ that when you

say

e PP T
aever

PRI B PR M
i

than statewide spacing if there sre no s.&c
applicable, it spacing othery thar =balewid
a case would have bto be bhroaght holove

'1.}3,17?
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spane these tracts at tnis time ip order to Fasd

derly development, wouldn’t that ordsrly Yavalopme

A\l
\

provided Dby the normal! pras

4
{

to develop those tracts aggraachineg the Divisio

he believed was the appracpriate spacing?

A I think that from the stan’ocd

particular operator, vyes, but in terws af the

operater and protecting that -- the -~orrelativ

those offsetting operatcr: being protectes, we nae

need to look at that aspect as well, Mr. Prarce.
Q wWitr regsrd bto the spacing

the rules of the 0il Consevvatoin Divieicn is »

plicable to Tract A, what would che sta*swidc

that tract be?

Y

258 of +he orerator «hn intended

n owith what

which under

resently ap-

A 40 acres for <il, LEC fnr e
Q Are you familiar with the o3

numbered 8822, previcusly naard by one of the ©

tion Divisicn's Examirers? That was ar appliact
Production Company for the formation of 2 spaci
the Ojito area?

A I'm -= I'm somewhnat fomilinr

#

Q wrd are you aware that bhat

>

sought 16C-acre spacins in the tract imrediztels

to the northwest of this Tract A and was denicd

Conservation Division?

s wnich was
iY Conservo-
ion by Amoro

By
L

al  poo in
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A

Q

tract
acres,
A

Q
that

believe

which 1is

rules which calls for 4G

spacing and 160-acre gas spacing.

have
acre spacing,
for Tract A,
tor desires.

9]
has
references

A

0

A

8]
please, sir?

A

Pearce?

cornering to the

That

My summary of th

and this applicati

with the

Mr.

previously been

Case Number

Yes.

We 2re here deal

Yes,

is that correct?

spaced on 40 =acres.

-

a pool that has special

-

oot

oan

Busch,

g corvect.,

s oy T
SWI LR

the beogsis of that  “enial that
vest iz presently spnoed on 40
g, s v, would caad me bo

W TAaTTe doreagje

=

spacine

s A0-acre oil

ore & omile away we

pocl ruoles vhich ¢all for 220-
non seske EN%-mors rspacing

of a2 second well i the opera-
I nctice that the lettsr which

irtroduced as  Exhi-it

36138.

that's correct, My

v —
Itng with

Could you explair v4vs& 2

Yes,

i

P

thartar Three

2

"
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20
A Was dismissed because the Division did
not notify the operators, interest owners ~- oh, excuse me.
The Division didn't file an application to be put in the
file for 8838 to inform the public of what -- of what was

taking place,

Q That was the 10-day rule, Mr. Busch?
A That was the 10~day rule, Mr. Pearce.
Q The letter from Mesa Grande Resources

does not appear to me to specify what acreage Mesa Grande
has an interest in. Do you know which of the tracts they
hold an interest in?

A Yes, for the most part. Let me clarify
that by saying I know where they have drilled wells.

There are two wells currently, one 1in

Section 8 of 25 North, 2 West, and one in Section 17, and
I'm not real sure what other acreage they do have.

Q So far as you know does Mesa Grande Re-

sources hold any interest in Tract A?

A So far as I know, no.
Q Thank you, Mr. Busch.
MR. PEARCE: I have nothing

further at this time, Mr. Examiner.

MR. STOGNER: Mr. Kellahin,

{ your witness.
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21

CROSS EXAMINATION
BY MR. KELLAHIN:

Q Mr. Busch, 1I'd like to take your plat,
which is Exhibit Number One --

A Yes.

0 -- and have you help me update it in
terms of where you understand wells to have been drilled in
the Gavilan-Mancos Pool.

Let's start with your proposed nonstand-
ard Unit A. Within the short section, which I think is 6 --
| A Uh-huh.

Q --and immediately to the east in the ful}
Section 5, am I correct in understanding that there are no

Gavilan~Mancos wells in either of those two sections?

A You are correct, Mr. Kellahin.

Q When we go down to your proposed B --

A Yes.

Q -- in short Section 7 there are no wells

but over in Section 8 there is a Mesa Grande well?

A That is correct,

Q And that is a Gavilan-Mancos well?

A That is correct.

Q Do you know, sir, what the proration unit

Mesa Grande has assigned to that well for that pool?
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22
A Yes. They —-- they have taken a stand-up
320-acre, the west half of Section 8, proration unit.
Q Let's drop down into the nekt tier. In
short Section 18 there's no well but in 17, the adjoining
full section to the east, there is a Mesa Gfande Gavilan-

Mancos well?

A That is correct.

Q And in what orientation is that proration
unit?

A That's also a stand-up.

Q Will that be an east half or a west half

for that well?

A It will be a west half.

Q The next tier down is -~ 19 is the shcrt
section, no well for that pool in that section, is that cor-
rect?

A That's correct.

Q Moving to the east, then, Section 17 is
the full section. I'm sorry, that would be Section 20.

A Uh-~huh.

Q Section 20, are there any Gavilan-Mancos
wells in 20?

A Yes.

Q All right, and what is the proration

unit?
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320 acres.

And the orientation?

It's a stand-up, Mr. Kellahin.
And that would be a west half.

West half, uh-huh.

>0 ¥ O O » O >

That's correct.
Q Then we get down below that,

short section is 30. No Gavilan-Mancos well.

Okay, and that's Mr. McBugh's well?

the next

Then we 1look to the east into Section 29.

A Yes.

Q Are there Gavilan-Mancos wells? If so,
what 's the orientation of the proration units?

A Those are currently standing up, Mr.
Kellahin. Section 29, east and west half.

Q All right, those are both Mr. McHugh's
wells in that section?

A That 's correct.

Q And that section, then, is fully developed

in the Mancos.

A Yes.

Q It's got two wells in the section.
A Yes.

Q Both stand-up.

A Yes.
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Q All right, we get down into the last pro-
posed nonstandard unit D, the short section is 31, there's
no Gavilan-Mancos well?

A No.

Q And immediately to the east in Section 32
is there a Gavilan-Mancos well in that section?

A No.

Q Okay. Let me go back to the beginning,
Mr. Busch, and have you explain to me again what the basis
is for having the Division establish a pattern for solving
the short section problem that appearas in here because of
the governmental surveys. What's the basis upon which
you're doing this?

A To insure an orderly development, protec-
tion of correlative rights.

Q The proposed method to insure the orderly
development, the proper location of wells and the protection
of correlative rights, the choice of solutions that you have
chosen for some of these sections is to combine the short
secton with acreage out of the standard section immediately

to the east.

A Yes, that's right.
Q As part of that solution, then, you come
up with a total acreage for the nonstandard unit. How do

you propose to handle the allowable for the well that's in
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that nonstandard unit in relation to a standard 320-acre al-
lowable in the Gavilan-Mancos?

A For the top allowable for my proposed
nonstandard proration units would be in the proportion that
the number of acres in the tract bears to a standard unit in
the pool.

Q All right, so that there will be an ac-
reage factor applied to the nonstandard unit --

A Yes, sir.

Q -~ rather than simply giving them a requ-
lar 320~acre allowable, that allowable for your nonstandard

would be greater --

A Because it has --

Q -- because it has more acreage.

A Yes, sir.

0 That is at least one choice in your opin-

ion, I understand, that you think would be adequate to pro-
tect the correlative rights.
A Yes, sir.
Q All right, let's look at another choice
or solution.
When we look at the McHugh acreage in 20
and 29 in the adjoining short section, another choice, as
Mr. McHugh has proposed, would be to simply create a non-

standard proration unit consisting of simply Section 19.




10
n
12
13
14
15
16
17
18
19
20

21

23
24
25

26

A That's correct.

Q And then another one consisting of simply
Section 30.

A Yes.

Q All right. The allowable for wells
drilled in each of those undersized units would also be an
acreage factor allowable and it would be 1less than the
standard 320-acre allowable, would it not?

A That 's correct.

Q In your opinion, Mr. Busch, would that
also provide a different solution to the same problem and
result in orderly development?

A In -- in their particular situation, be-
cause of the acreage being diluted by the wells that they've
already drilled, it would probably be a reasonable solution
to their particular problem.

Q You don't have any objecton, then, I
guess, to Mr. McHugh's proposed solution for the short sec-
tions, at least those that are involved in this case?

A Not. on that basis.

Q All right, do you have any objection to
it on any other basis?

A I think that it could create problems in
terms of correlative rights if it were extended beyond that

area.
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Q And that's why you have sought, then,

to

have the balance of the short sections included in a solu-

tion as you've proposed in this case that we're talking

about now.

A Yes, that's correct.

Q And I guess the only other operator then

that's affected in this immediate area that has a Gavilan-

Mancos well is Mesa Grande.

A That 's correct.

Q And at least for that company and their

position for their section, they support your solution.
A That's right.

Q All right. Thank you, Mr. Busch.

MR. KELLAHIN: I have no fur-

ther guestions.

MR. STOGNER: Thank you,
Kellahin.

Mr. Taylor, any redirect?

MR. TAYLOR: No, sir.

CROSS EXAMINATION
BY MR. STOGNER:
Q Mr. Busch, s0 I can understand here,
Section Number 8 there is a well in the west half?

A Yes, Mr. Stogner, that's correct.

Mr.

in
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And whose well is that one?
That belongs to Mesa Grande.

And it's producing from what formation?

OO P 0

From the Gavilan-Mancos and the Gavilan-

Greenhorn-Graneros-Dakota.

Q Immediately to the west --
A Yes.
Q ~- in Lots 1, 2, 3, and 4, who are the

leagsehold operators there?

A That is, for the most part, Mesa Grande,
that's only belief, I don't know.

Q Is it foreseeable that there could be
some other leasehold operators or leaseholders?

A Yes, it's -- it's possible.

Q Now do these leaseholders, as it is now,
are they allowed to develop that acreage, being all of Sec-
tion in this case?

A They would need a nonstandard proration
unit, wouldn't they, Mr. Stogner?

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

A Yes, they would need a nonstandard prora-
tion unit.

Q Okay. If they obtained a nonstandard

proration unit would they be allowed to develop their ac-
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reage?
A Yes.
Q Okay. If they did not wish to be joined
in, would they have to be force pooled?

A You mean if we form these nonstandard

proration units as they are as 500-acre jobs and --

Q Yes, sir.

A Yes, that's conceivable.

Q Let's drop down to Section 17.

A Okay.

Q You said there was a well in the west

half there, is that correct?

A Yes.

Q And whose well is that?

A That belongs to Mesa Grande.

Q And it is producing from what formation?
A From the Gavilan-Mancos and the Gavilan-

Greenhorn-Graneros-Dakota.

Q Over in Section 18, who are the leasehol-
ders over there?

A I don't know, Mr. Stogner.

Q . Again I'm going to ask the question, were
all leaseholders in this proposed areas notified pursuant to

A I don't have a lease map. I'm not a
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landman so I notify operators of record.

MR. STOGNER: I have no further
questions of Mr. Busch.

Are there any other questions
of this witness.

MR. CHAVEZ: Mr. Stogner?

MR. STOGNER: Mr, Chavez, would
you please stand and identify yourself?

MR. CHAVEZ: Frank Chavez, Dis-

trict Supervisor, Aztec, for the 0OCD.

QUESTIONS BY MR. CHAVEZ:

Q Mr. Busch, in the past has the 0il Con-
servation Division or Commission presented cases to consoli-
date acreage and form nonstandard proration units where
there are short sections because of government land surveys?

A Yes, Mr. Chavez, a number of times.

Q Did, in preparation of this -- these non-
standard proration units, did you discuss, or try to come up
with several different alternatives besides the one that you
did present today?

A Every conceivable alternative that I
could think of, yes.

Q Were those also discussed with the

operators of record in the area?
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A Yes, they were.

Q Is the one you've presehted the most ac-
ceptable to the operators you discussed the alternatives
with?

A Yes, I believe it is, Mr. Chavez.

Q In your proposal for Drill Tract A, which
is not within a mile of the present pool boundaries of the
Gavilan-Mancos or Gavilan-Greenhorn-Graneros-Dakota, will
that apply only if a well drilled in that area is determined
to be within that pool?

A Yes.

Q So conceivably a well drilled in there
may be determined to not be within the pool and therefore
this drill tract would not apply to it?

A That's correct.

MR. CHAVEZ: That's all the
questions I have.

MR. STOGNER: Thank you, Mr.
Chavez.

Any other guestions?

RECROSS EXAMINATION
BY MR. STOGNER:
Q That brings up an interesting point.

Mr. Busch, when was the last time the
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Division did this?

A Extended the --

Q No, the nonstandard proration unit be-
cause of -~

A The nonstandard proration unit -- I think

Mr. Chavez did it in 1979.

Q And you said it had been done several
times previous to that.

A Yes. Mr. Kendrick, Al Kendrick, District
Supervisor, and I believe he was in the capacity of District
Engineer, presented some applications for nonstandard prora-
tion units.

MR. STOGNER: Are there any
other questions of Mr. Busch?

There being none, he may be ex-
cused.

MR. EMMENDORFER: Mr. Examiner,
if I may say something on behalf of Mesa Grande Resources.

MR. STOGNER: Please step for-
ward.

MR. EMMENDORFER: As noted on
Exhibit Number Three, which is our letter of support, it was
initially for Case Number 8838 and as it was not advertised
properly, I believe it still stands for Case 8854, as was

advertised, since they both were the same seven parcels.
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Also may 1 say that Case 8854
was advertised and it was discussed with personnal at Mesa
Grande Resources by Mr. Busch, and we were under the impres-
sion that == until this morning, that that case was going to
be heard in its entirety with all seven, and we were not,
until 8:00 o'clock this morning before this hearing took
place, that portions fo the original 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 all 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 half of Section 19, which this morning is going to be
excluded from Case Number 8854, but is going to be affected
by McHugh's case to be held in a few weeks, and it's under
our impression that the north half of Section 19 is a part
of the same lease as in the part of the Section 18, and it's
the same lease. I believe it's Federal and it is adjoining,
and we feel that since it was within the one mile limit of
the Gavilan-Mancos and the Gavilan-Greenhorn-Graneros-Dako-
ta, that it would not be logical that this 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 like 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 originally proposed
in the advertisement,

Thank you.

MR. STOGNER: Thank you, Mr.
Emmendor fer.

I believe we're now ready for
closing statements. Mr. Kellahin, 1I'll let you go first.
Mr. Pearce, you may follow, and then, Mr. Taylor, I'll let
you go -- come in last,.

MR. KELLAHIN: Thank you, Mr.
Stogner. 1I'll waive a closing statement.

MR. STOGNER: Thank you, Mr.
Kellahin. Mr. Pearce.

MR. PEARCE: Thank you, Mr.
Stogner, just very briefly.

We have two concerns about the
case as it relates to Tract A. The first is a procedural
concern. The case is advertised as being an exception to
special pool rules, which under the rules of the 0il Conser-
vation Division are not applicable to the tract in question.

Our second concern is substan-
tive and that is that the witness has testified that there

is on-going study, that there is (not understood) acreage
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with different spacing, and that they are not sure what the

spacing ought to be,

and it sounds to us that, at least as

to Tract A, this case is therefore premature,

Pearce.

Thank you, Mr. Examiner.

MR. STOGNER: Thank you, Mr.

Mr. Taylor.

MR. TAYLOR: Mr. Examiner, I‘'1l1l

waive a closing statement.

Taylor.

in Case B8854?

under advisement.

MR. STOGNER: Thank you, Mr.

Does anybody else have anything

If not, this case will be taken

(Hearing concluded.)
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