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GALLEGOS LAW FIRM

A Professional Corporation

460 St. Michael’s Drive

Building 300

Santa Fe, New Mexico 87505

Telephone No. 505-983-6686

Telefax No. 505-986-1367 - August 26, 1998

Telefax No. 505-986-0741 {Our File No. 893-1.62) MICHAEL J. CONDON

VIA JELECOPY

William F. Carr

Paul R. Owen

Campbell, Carr, Berge & Sheridan, P.A.
Post Office Box 2208

Santa Fe, New Mexico 875044-2208

Re: Gruy Applications; NMOCD Case Nos. 12015 and 12017
Dear Bill and Paul:

| am writing with respect to the Motion to Quash in Part the subpoenas we had
issued in these cases. | am hopeful that we can resolve these issues without the need
for a short discovery hearing before the Division prior to the hearing in this matter on
September 3, 1998.

There are two categories of documents which we would ask that you produce.
First, you have objected to producing well files for the Rhodes Federal Unit Well No.
159, the Rhodes Federal Unit Well No. 103, the Gregory “B" Well No. 2, and the
Rhodes State Com Well No. 6. Your stated objection to these requests is that the
documents are irrelevant. To the contrary, the evidence that will develop in this case
clearly shows that Gruy is involved in a pool-wide attempt to impose an infill drilling
program, consistently attempting to drill, operate and get approval for two and
sometimes three wells per 160-acre proration unit. This, as you know, is contrary to
NMOCD rules for the Rhodes Gas Pool. See letter to all operators from William J.
LeMay dated August 3, 1990, as well as the memo dated July 27, 1988, both of which
confirm the general rule that only one well will be allowed per 160-acre proration unit in
the Rhodes Gas Pool.

It is clear that Gruy is embarked on a drilling program which consistently seeks
additional wells on 160-acre proration units in the pool. In fact, Hartman’s initial notice
of Gruy's program involved the filings by Gruy in March, 1998 on the Nos. 103 and 159.
Copies are attached. These proposed wells, in Sections 10 and 15, T-26-S and R-37-
E, Lea County, New Mexico, directly offset acreage owned by Hartman. This acreage
has already been dedicated to the Gregory “B” Federal No. 2 well, as recognized in the
letter from Zeno Farris to Joe Janisa dated April 17, 1988, copy attached.



08/26/98 WED 15:49 FAX 5059861367 vy

William F. Carr
Paul R. Owen
August 26, 1998
Page 2

Gruy has recently given Hartman notice that it intends to proceed with its
application for drilling permits for these wells. See letter dated July 17, 1998 from Zeno
Farris to Mr. Hartman, copy attached. Thus, the issue of the future development of this
acreage is clearly related to the drilling program which Gruy is attempting to implement
in the Rhodes Gas Pool. An application by Gruy on these wells, which will be opposed
by Hartman, is a certainty. The applications in your cases Nos. 12015 and 12017 are
merely the first steps in which Gruy plans as a larger program. The well files for the
additional wells are clearly relevant to the program, which will be at issue at the hearing
on September 3, and may provide other relevant information related to the issues which
will necessarily arise regarding Gruy’s ability or inability to present compelling evidence
to substantiate additional operating wells on proration units for the Rhodes Gas Pool.
There is not reason to delay production of those well files.

Second, we have requested that Gruy produce all documents which describe
how the subject wells were staked. You have contended that all relevant documents
are available in the public records. This is not true. In each well file, there should be
documents that pertain to invoices to Gruy from Merryman Construction Co., and
instructions from Gruy to Merryman, which would identify where Gruy asked that the
well locations be placed and constructed. Documents related to negotiations with
surface owners for surface damages would also describe the well locations Gruy
intended to pursue.

This information is particularly relevant with respect to the Rhodes State No. 5
well at issue in your application in Case No. 12017. Gruy contends in that application
that the well was erroneously built at an unorthodox location. However, documents
which have aiready been produced in response to the subpoena indicate that six days
prior to the spudding of the Rhodes State No. 5 well, a fax memo was sent confirming
approval for the orthodox location. Prior to the time Gruy received approval for an
orthodox location for the Rhodes State Com No. 5, Gruy had staked an unorthodox
location for the No. 5 well. See form attached. Frankly, the evidence indicates that
Gruy intentionally placed the No. 5 well at an unorthodox location with full knowledge
that the only approval that had been given was for an orthodox location.

These are obviously issues which we intend to raise at the hearing on
September 3. We are entitled to all documents in Gruy's possession which relate to the
manner and method by which Gruy attempted to stake wells for which it seeks approval
for unorthodox locations. This is particularly critical with respect to the Rhodes State
Com No. 5 well.
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Please let me know if you will reconsider your Motion and produce the
documents referenced in this letter. If not, by copy of this letter, | would request that the
Division set the matter for a short discovery hearing at the Division's earliest
convenience.

Very truly yours,

GALLEGOS LAW FIRM, P.C.

~

By /M/

MICHAEL J. CONDON

MJC:sa
Enclosures
fxc:  Doyle Hartman
Rand Carroll (w/enclosures)
ioc. J. E. Gallegos
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Gruy Petrolenum Management Co.
600 East Las Calinas Bivd. « Suite 1200 « [rving, TX 75039 « (972) 401-3111 » Fax (572) 4436450
Mailing Address: P,Q. Bax 140907 e lrving. TX 750140907

A whally-owned substdiary af Magrum Hunter Resources, Irc., an American Stock Exchange company

Tierra Exploration Inc. Date: April 17,1998
726 East Michigan Suite 188

Hobbs New Mexico 88240

Attn: Mr, Joe Janica

Dear Mr. Janica:

Enclosed are the following:

1. Copies of Lease Responsibility Statements for our three locations in sections 4, 10 and 15.

2. Copies of the C-102 for the Gregory “B” Federal No. 2 well, now the Rhodes Federal Unit No.
153. The plat for this well shows a 160 acre non-standard unit comptising the SE/4SE/4 of sec. 10,
and the NE/4NE/4 & S/2NE/4 of sec. 15. This is the same dedication that our new Rhodes Federal
UnitNo. 103 and 159 wells have. I think we need a new plat for our 103 and 159 wells, and may
need to file an amended C-102. What do you think?

3. Copies of the 3160-3"s, and C-102’s for the above wells. I've writtenin the unit agreement name,
and the acres assigned to the wells where applicable.

4. Statement Accepting Respousibility for Operations for the NW/4 of sec. 8, 26S-37E, and a
penciled in 3160-3 for our proposed re entry of the Texaco H. G. Moberly Federal (a) No.2. Qur
well will be called the Rhodes Federal Unit No. 86. Also enclosedis a copy of the Texaco C-102.

It is my understanding that we can modify the Texaco plat and use their archaeologicalclearance,
and file this well for permitting without to much delay.

Joe, the Rhodes Federal Unit No. 86 is the next well we want to permit. I seem to recall talking to
Mike Stogner at the N.M.O.C.C. and he said they may be able to streamline this permit, and get it
through quicker than normal. If that's possible, please let me know. Also please let me know when

you have filed the permit on the RFU No. 86. We want to send 2 copy of the permit and a letter to
owner of the borehole explaining our intentiops.

‘Stncerely,

Zeno Fais

GRUY-0000340
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Gruy Petroleum Management Co.
600 East Las Colinas Blvd, » Suite 1200 « Irving, TX 75039 = (972) 401-31 1] » Fax (972) 4436450
Mailing Address; P.O. Box 140907 e Irving, TX 75014-0907

A wholly-owned subsidiary of Magnum Munter Resources, Inc., an American Stock Exchange company

Doyle Hartman
500 North Main
Midland, TX 79702

Re: Sections 10(P), 15(H) T26S, R37E Date: July 17, 1998
Lea County New Mexico
Rhodes Yates 7Rivers Gas Pool

Dear Mr. Hartman:

This letter shall serve as notice that Gruy Petroleum Management Co. has applied for drilling permits
at unorthodox locations, for a second and third well in an existing 160.00 acre unit, on the referenced
- leasehold. Enclosed, are copies of the C-102’s showing these locations.

If you have any questions please feel free to call me at (972-443-6489).

Sincerely,

) \
Zeno Farris
Manager, Operations Administration

-~

)

) OOYLE HARTMAN
SN OILQPERATQR

P =¥
LECGEIVE

ot 211998
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WELL LOCATION AND ACREAGE DEDICATION PLAT

[FarpvEv

) Form ¢c-y¢u
Revizad februqq 10, 199«

o Appragriate Disteice Offinc
State Leaae — 4 Cépies

Fee Lease - 3 Coplea

X AMENDED REPORT

160

APl Number TFool Code Pool Nume
30-e2S-34193"%949 83810 RHODES-YATES-7 RIVERS
Property Code Preperty Nwmc ¥ell Number
22321 RFY 103
OGRID Ne, Operstor Name Elevatian
162683 GRUY PETROLZUM MANAGEMENT CO. 2984
Surface Lecation
UL or lot No. Sastion Townshtp Ragge Lot 1dn Feel from the ! North/South line Feet from the East/Test tioe P -
P 10 25 S 37 £ £22 ! SCUTH 780 FAST (T
Vo=
Bottom Hote Loczation {f Different From Surface
L ¢r lat Na. | Section | Township Racge Lot ldn Feet from the | North/South linc | Feet from the Easy/Weat line County
Dedicated Acfec2 Joipt or Infill Conaclidation Code Ordcr No.

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED
OR A& NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

! | -
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STRICT 1 State of New Mexico a

Form C—po0
2. flan 1060, Ruhbe, NW AhZ41-10R0

Heviged fehruurg LG, 199y

. wet: 1 Revources D 4 - .
Baccer. Winerals wnd Helurd " " Peparuusa Submit to Arpropriate Matricy Difice

. lSTRtCT i1 ) Statle Leaye = 3 Copies
Q. Dr=wcr DO, Artevia, NU 88211-0719 Fee Leave » 3 Cepien
ISTRICT 1 Qll. CONSERVATION DIVISION
100 Rio Rrazos Rd. Azler, NW 07«14 P.O0. Box 2088
lsﬁfi 'SL,. R Santa Fe, New Mexico 87504-2088 © AMENDED REPORT
0. A FE. N B w2p28

WELL LOCATION AND ACREAGE DEDICATION PLAT
APl Number Poal Code . . Poel Name —'
30~0a5-743% % §3s|C RHCDES - VATE S~ 7RI vE LS !
Property Code Property Neme Yell Number |
223214 RFU 139 B
QCRID No. Operater Namc Elcoation I
-1426%3 GRUY PETROLEUM MANAGEMENT CO. 2981 ]

Surface Location
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H 15 26 S 37 E 2110 NORTH 460 FAST LEA

Bottom Hole Location If Different From Surface

UL or lot No. SecUsn Tewnship Reange Lot fdn Feet from the Narth/Seuth line Feet from the East/West line Coun(’j
- {
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|

16> ?

S

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED
OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION
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Revized February 1g

Submit to Appropriate Digeriet
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P.0. Box 2088
Fe, New Mexico 87504--2088

WELL. LOCATION AND ACREAGE DEDICATION PLAT
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e 51605 st(rgx:rr ™ TRIPLICATE® FORM APPROVED
. e etme e ther-ingtrucs!
(Tuiy 1992) UNITED STATES oo v P Febraans 1 1

Expires: February 28, 1095

DEPARTMENT OF THE INTERIOR

BUREAU OF LAND MANAGEMENT . NM—90795
NBIAN, alloc— s
APPLICATION FOR PERMIT TO DRILL OR DEEPEN & "_’_i N aeTIE Sy R TS
wiecorvorne T T T T
DR“—L E DEEPEN D EXIT ACRIEMENT NainE
b, TTPEOF WELL e e e
weee [ vty (X otz Zaxe @ ”“'-m'x E 8. #ARMOR LEASE port, WLl g
2. XAME OF OFIZATOR H D F SO
. #
GRUY PETROLEUM MANAGEMENT COMPANY (ZENO FARRIS) 972-443-6489 '0DES FEDERAL UNIT
3. ADDRESE AND TELEPMOME NG, T - ‘,, = -~
P.0..BOX 140907 IRVING, TEXAS 75014 -Q%07 10 FI15 275 ¥o6L or PSS
4. ‘lﬁc’:‘lr;?:;eor wELL (Report lesntion clearly and 12 accordance wirh asy Stafe requiremente.”) RHODES~YATES—7 RIV ERS
2110" FNL & 460" FEL SEC. 15 T26S-R37E LEA CO. NM TR ESRRASSIE
At proposed prod, zone SAME
SEC. 1§ T265-R37%

14 DIRTANCE IN MILES AND DIRECTION FROM NELiRP3T TOWX OB POYT OFricE* 110, COUNTT o PaRisH Ty

Approximately 5 miles South of Jal New Mexico {LEA Co. NEW MEXI

1. DIITANCE PROM PROPUSLD"®

{8, N0, OF ACRZS IN LIakE 7. Nao. 5
LOCATION TO NLAREST v * b 10 :‘35;‘%‘:‘&"”““’
PROPEATY OR LEAXK LINE, FT. 990
(Alte o0 Sesrest drlg. Uzit line, If any) 320 120
13. DISTANCE FYOM PROrQYLDd LOCATION® 1 18, TROrOSED DEPTH 20, ROTARY c =
YO N¥EAREST WELL, DRILLING. COMPLETID. oy o:_ ABLE ZouLs
R APPLIPD FOR ON TRIN LEAYL. rT. 1980" 1380" ROTARY

o=y

21. 2rzv¥ATiaNa (Show whether DF, RT, GR etq)"'/ ﬂgu SI. APIROX, DATY WORK ¥ILL HATART’

Fay i"

PROPOSED CASING AND CEMENTING PROGRAM

AS sJuon as aporoved

SIZE Of HOLE ‘ GRAIE, 2172 OF CASING WEICHT I'ER FOOT SETTING DCP;'H“,w‘-‘ n e QUANTITY OF CEMENT
- L2 AYT R o -
1910 | ®_55 8 5/8" 24 750° 600 Sx. circulate ty syrface
7.7/8" | K=35 4 11.6 3380 ' =IN00 Sk, civculatg to surface

| l |

1. Drill 12%" hole to 750'. Run and set 750" of 8 5/8" J-55 24# ST&C casing. Cement wirh
400 Sx. of Haleo Light + addirives, tail in with 200 Sx. of Class "C" + X flocele/Sx
+ 2% CaCl, circulate cement to surface.

2. Drill 7 7/8" hole to 3380'. Rum and set 3380' of 4&%" J-33 11.6# LT&C casn'.'lg. Cement
in two stages. First stage cement with 400 Sx. vf Class "C" cemenc + 3# of salc/sx.
+ Y4 flocele/Sx. Second stage cement with 600 Sx. of Class "C" Halco Light + 94 salt/Sx
4+ kit Flocele/Sx., circulate cement to surface.

APPROVAL SURIECTTL -
QE'"}L AEQUIRESAENTE Anl
SP PL ‘TIPULWEC?

(S

{N ABCVE SPACE DSCR!BE PROPOSED PROGRAM: 1 proporal is o deenen, gjve dara on present predactive zonc and prepoted sew produetive zone, 1f proposal @5 to 3mil or
desocn direicnally, mnm:dzr_: oa tubsurface focauens and mcasured and e vertical depuns. Give Biowoug proventer progrm ([ any. ’

iy
sxrwvééff Q”M'/ T DSENC oare _ 04/07/98

(‘r\le;((xcn lor Federal aésﬁce ofice use) - - N

TTRIUIT XO. APPROVAL 04T

Assiicanan approval dees nor warmnt of araify tha e spelicant boids leg o smsdanie dde o thote dghns In B sulye= Lese wrich woid e the ApEHEN e S PETUE S
CONDITIONS OF AZPROVAL F ANY:

D3I, $60.) ARMANDO A, LOPEL

APPROVED BY e ﬁ(ﬂ',a-ﬁ.

. 4AY 94 1998

*See Instructions On Reverte Side t
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DISTRICT IV
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Energy, ¥lacrald and Natural Rerourcus Dupariment

v
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Revized Februery 10, 1
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State Jease -~ 4 Con

Fee lagge - 1 Cor

OIl. CONSERVATION DIVISION
P.0. Box 2088
Fe, New Mexico 87504—2088

Santa

0O AMENDED REPC

WELL LOCATION AND ACREAGE DEDICATION PLAT

AP Number Pool Cade Pool Name
o aoe = wssl 83810 RHODES-YATES-7RIVERS
» Property C;de Property Namo Foll Number
22321 RFU 159
OGRID Ne. Opecrator Name Eleeation
162683 GRUY PETROLEUM MANAGEMENT CO. 268
Surface Location
UL or let No. Section Tawnship Range= Lot ldn Feet from the Narth/South line Feet from the En=t/Weat lipe | Coup
H 15 |26 s |37€ 2110 NORTH 460 EAST l LE
Bottorx Hole Lorcation If Different From Surface
UL or lot No. Section Township Range Lat Idn Feet from the North/Seuth line feet from the East/West line Coun

Dedicatcd Acrcs

120

doint ot Iaofil

Consolidation Code

Order No.

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSQLIDATED

OR A NON-STANUDARD UNIT HAS HEEN APPROVED BY THE DIVISION
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DISTRICT I

2.0 Drewvwr DD, Artesia, KK E£8211-0719

DISTRICT II

1000 FSo Brusoe R4, Artee, KX A7410
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State of New Mexico

1a sred N 1B

Depuztmmant

Havised
Sabmit ta Appropriste

OIL CONSERVATION DIVISION
P.0. Box 2088

Santa Fe, New Mexico 87504-—2088

WELL LOCATION AND ACREAGE DEDICATION PILAT

o112

Farm C-102
Fahruary 20, 1904
Offica
Stata Liewe = & Coples

Yo lasow — 3 Coplan

}&Amnm REPQORT

APT Number Pool Code ) Pool Nume
30-625 ~344%/7 83810 RHODES YATES-7RIVERS GAS
Proparty Code Property Name - Well Number
-~ 22874 RHODES STATE COM.: . 5
OGHID Neo. Oparatar Nume Aerution
162683 GRUY PETROLEUM MANAGEMENT CO, 2978
Surface Locaton
UL ox Jot Ne. Saction Touwnship Bange Lot (da Fast from the Rarth/Souath lins Foat from the Best/West Une Coanty
c 16 26 S| 37 E ' 330 NORTH 2310 WEST LEA
Bottorn Hole Location If Different From Surface
UL or iat Ra. Sectian Townsbip Range Tot Wdn | Feet Do tha North/Sawth line Yoot Irom, the Eant/Yost line Counry
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