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MR. NUTTER: The first case this afternoon

3111 Bz Cacseo Number A385.
MS. TESCHEENDORF: Case 6365. Application of

Michael P. Grace, II, for compulsory pooling, Eddy County,

MR. HARRIS: Mr. Examiner, oy name is Dahl
Harris. I'm with the Albuquerque firm of Harris, Wilkin
and Lee. I'm here on behalf of Mr. Grace this afternoon.
I will have one witness and four exhibits.

T wasn't anticipating thesebgentlemen being
here or I would have had some exhibits prepared for them.

#R. NUTTER: Do you have any exhibits for
them at all?

MR. HARRIS: o, Your Honor. I don't think
that they're probably necessary, anyway.

May I proceed, Mr. Examiner?

MR. NUTTER: We'll call for appearances in

this case.

MR. McCCORMICK: I'm Don G. McCormick, Attorney
of Carlsbad, with the firm of McCormick and Forbes, and I
represent the Riverside Country Club, which is protesting
the applicétion.

T a

[

ao desire to present a letter from Robert
§. Light of carlsbad, who is uwnable to be here, and who I

i1l represent tor what it's worth. He is the owner of

!
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minerals under this half section.
< 2 MR. NUTTER: And vou're representing him as
v \ 3 _ . ) ) o
o ‘ Iar as presenting that letter for him?
-;h . . ot 4 EV L.y WA STV - Y S SR e
:,‘.11 x rine NOCLUWIWLL H 1nac s rignc.
*g} §' 5 MR. NUTTER: What was his name again?
b« n s MR. MCCORMICK: Robert S. Light, I.-I-G-H-T.
> : 7 . A
W : MR. PITTS: And my name is Albert L. Pitts
!
§ ,? ¥ 8 and I'm an Assistant Attorney General, and I'm representing
! ) X e .
i B the interests of the State Game Commission in this matter,
i & 0 : .
gg§= and we also are protesting this application.
# akiZ
5 3 "
g z :i MR. NUTTER: Is your name Alfred or Albert?
Ei g;?_ ,2 -an Ty MmIT 2 A
€ v “'g g MR. PIiTS: Allertc.
j 4 = !: 13
§ P > !. MR. NUTTER: Albert, okay, thank you.
S 3 2538 14
- 3 a3 Would you proceed, Mr. Harris?
. 15
§~ LI ; MK. HARRIS: Yes, sir, by your leave, Mr.
16 )
£ B Examiner.
&
4 : 17 ; . .
B o My witness today is Mr. Bob becker.
§ 18
3 e ROBERT W. BECXER
’ m - - -
E ¥ being called as a witness and having been duly sworn upon
3 P 21 ' .
¢ r P his ocath, testified as follows, to—-wit: ,
= B 2
A & 23 ) :
4 £ o = DIRECT EXAMINATION® - - R
g 2 |
BY MR. HARRIS:
- | |
: ¢ e L o Would you please state your name, your place
i g
e e —— - - - s U R .
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of residence?

A,

in Roswell, New lMexico.

o

0il Conservation Division?

A

Q

cepted?

before.

Q

what is the purvose of this hearing this afternoon?

A

half of Section 25, 21, 26, Eddy County, New Mexico, and

they're trying to geit a half section communitized for this

well.

of that well?

Robert W. Becker. I'm a consulting geologist
And have you previocusly testified before the
Yes, I have.

Have you been qualified as an expert?

Yes, I have.

MR. HARRIS: Will his qualifications be ac-

MR. NUTTER: Yes, Mr. Becker has testified

MR. HARRIS: All right, fine.

(Mr. Harris continuing.) Now, Mr. Becker,

The Graces wish to drill a well in the west

Okay, now are you familiar with the location

Yes.
Where is the standard spacing there?

The standard is 320 acrés.

Okay, and this particular well that they wish
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T ~ 1 to drill, is that in a standard location?

F' -

» ; 2 A Yes, it is for a Morrow-Pennsylvanian test,
E\t ’

J 3 yes.

%,1

E:um 4 Q Now, Exhibit Number One, could you identify

5 that for the Examiner, please?

6 A It's a copy of a letter the Graces sent to

all the mineral owners setting out the percentagzs of

TR et
¥ N e

8 ownership and showing that the Graces own the majority of

TS [ TR AT RS D TN A NN ST A T R T e T e
~

8 the minerals.
g¢§§ 10 MR. NUTTER: Mr. Backer, that's a one-page
§§§§ " letter there, isn't it?
Gggi; 12 A Yes, it is.
; !‘. 13 MR. NUTTER: My copy is being reproduced.
=§§ 4 Would you just read that into the record for us, please?
? 15 A Yes, sir.
16 MR. NUTTER: Since nn one has a copy except
17

you.

18 A Regarding the proposed Burton Flat Undesignated

9 Morrow working interest unit, Eddy County, New Mexico,

Michael P. Grace, as operator, proposed forming a 320-acre

wr«immw R A P T TS AR BT
|
3

T P L

- 2 working interest unit for the drilling of a 12,000 foot )
2 Morrow test weii, located in the west half of Secﬁion 25,

a z3 Township 21 South, Range 26 East, N.M.P.M.. Estim:ted |
: 2 costs are $655,650 for a completed producer and $500,237
% for a dry hole. The unit area consists of the west half
;
¥ - " - - S
|
| |
e e o 2 - ,J
o : L o |




L a
%. ' ~ 1 of Section 25, Tcwnship 21 South, Range 26 East, N.M.P.M.,
E!ﬂ : 2 with the following owners: Michael P. Grace, 38.6 percent;
;ﬂu f 3 Corinne Grace, 21.9 percent: Texas 0il and Gas; 6.25 per-
| 4 cent; Josephine Tracy Trust, and Laura, 1/2 interest each
5 in 40 acres -- Laura Tracy, 1'm sorry. That's Josephine
6 Tracy Trust and Laura Tracy, 6-1/4 percent, and this is
7 i/2 interest each in 40 aures; Cities Service, 12-1/2 per-
8 cent; Presbyterian Church,-3.l parcent; various unleased
o winerai interest owners in the Big Sky Homes Subdivision
ofs.. 10| " in the Country Club area, 11l.4 percent, and that's a total |
ok '
:ggg 1" of 100 percent.
'2&'%;2 12 Your joinder in this proposal is requested
; i; 13 by either of (1) as a party in drilling of the test well,
§§§§ 14 or (2} committing your acreage on a farmout basis.
: 15 Your prompt response to this will be greatly
* 16 appreciated.
17 Sincerely yours, Juanita Jones Weilbaréer (siz),
18 agent for Michael P. Grace.
Yo 19 Q. Okay, Mr. Beccker, referring to our Exhibit

0 Number Two, what is that?

2 : A Exhibit Number Two is a breakdown of the
22 ownership of the 11l.4 percent just -- in the letter just R
f 07 2 previously referred to.
& - 24 Q Now, has this letter been sent out to that p
; »

list of people?
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Page 10
A Yes, a letter was sent to each of: he various

mineral owners.

0 what sort of response hias baén had on that?

A No one has preferred to join.

Q Okay, has everybody, tO YOur knowledge, buon
given a copy of this letter?

A Most have. Certified copies of the letter

were sent out and most of the reccipts have been received.

o Now, wiiat i3 Txhikit Mumber Three?

A Exhibit Three is an AFE, the estimated cost
of a Morrow well at the proposed location.

Q Okay, now have you viewed this AFE?

A Yes, I have.

0 Okay, and do you believe that this is an

accurate summation of what the costs would be at this loca-

tion?

A I believe the total costs are in the ballpark,
yes.

0. How did you arrive at that conclusion?

A i compared tchese costs with the Cities Service

Well that was drilled about a ye2ar and a half ago and lhe
totals come out around 12 percent higher than the Cities

e — 2

Q. Okay, how do you account for that 12 percent




24
Fo

S 25
o€ - —m—— -

é

1"

12

» New Maxioo 87681

13

14

SALLY WALTON BOYD
CEATIARD SHORTMAND REPORTER
3030Psn Blanoa:(808) 4714402

18

18

18

b Y MAATICIN Y Yyt N5 A PN AR, A TR ST

19

r 4

TR
‘;
83

| R K T TR ST

17

Page 11

A I would expect inflation to have been that
much more.

¢ How far away was that Cities Service well
drilled?

A It's avout 3/4 of a mile east.

e Ckay, so you consider the well to be, then,
comparative in cost?

A Relatively the same, yes. Maybe a little
less, but about the same.

0 Now, I notice that the cost on this ATE is

higher than what is shown on Exhibit Number One, the letter

sent out to the people. Why, you know, why is there tiat
difference?

A ‘ VWell, when I went over the AFE, originally
the drilling costs were for 30 days and I figured from
looking at the other well that the -- it would be closer
to 45 days, so I have:increased thg cost of drilling about
$65,000.

Qe I see. So the major difference between this
AFE that's tendered today as Exhibit Number Three and the
letter, Exhibit Number One, is that increasséd time for
drilling the well.

A That's right.

0 Now what are the proposed charges for super-

vision of drilling this well?

.
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N 1 A Company supervision is $2000 per month.

’ | 2 Q Ukay, and how about proposed costs of super-
. |
: . 3 vision for an operating well? How much do you think would
?"% 4 be reasonable for that?
: j 5 A Well, probably $200 to $250 a month.

] Q Okay. Now, referring to Exhibit Number Four,

7 what is thnat?

8 A That's a land plat ot the area of the well,
° ghowing the weost half ¢of Secticn 25 as the communitized
@ gs 0 area.
1 gig.'; n Q I believe on the Commissioner's Exhibit the
g3
1 ::3 g%i& 12 proposed west half site is outlined in orange.
- ;E !uf 3 Okay, have there been other Morrow wellg
§8§i b drilled in this area?
15 | A Yes, to the eas: there are several wells
: 16 drilled, to the east.
; 17 ; a and what type of risk is invoived in drilling
'E 18 a hole of this nature?
19 A &;ell, a Morrow well is always xisky.. This
p L is a step-out, actually, it's two locations from the nearest
t ! well, ané I would consider it quite risky a well. .
2 Q Ckay, do you have an opinion as to what type
: ‘ n of risk factor shoulcd be -- would be appropriate to charge
~ 4 in this particular case?
B A I think +he maximun allowed by the Commission.
s SN ————— ——— . - = -~ .
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1 Q Now, do you have an opinion 2as to whether the l
2 proposed well on this tract at this location would wE in ‘ I
3 the interests of conservaticn =nd prevent drilling of un- I
4 necessary wells, prevent waste, and ~~ ‘ '
5 1.8 ves, 1 do. '
6 o okay, what is that opinion?
7 h 1 pelieve it protects correlative rights.
8 o And would 1t prevent waste?
9 l A Yes. : . ,
e s 10| o 1t would b2 in the interest of conservation?
58 1 ‘
; ',‘::_i " A 1t certainly would, yes- :
03:=d 12 . s
1 ! MR. BARRIS: Mr. Examiner, at thas rime I
3 2
3 would move for the agmission of Applicant's gxhibits One :

sePiss B
Ganta Ve, New

" through Four.
Four will

SALLY
canneo

ts One through

18 wR. NUTTER: Exhibi
%f 16 be aamitted in evidence.
? v MR. HARRIS: 1 have no further guestions of
? e the witness unless the Examiner would care to question
el e | \l
é} » MR. NUTTER: poes anyone have questions?
3 zn MR. MCCORMICK: yes, 1 would.

N

CROSS EXAMIEATION

Tt 2
g BY MR. HCCORKICK?
% » 1) Mr. Becker. are you an indepondent geologist?
R,
- = - B
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A Yes, I am.
e You are nct on the staff of Mr. Grace's or-

ganization, are you?

A No, I am not.
0 Whers does Mr, Grace liva?

A I don't really know. I've talked to him on

the phone.

Q But you don't know where he lives?

A No, sir.

Q Do you know where Corinne Grace lives?

)-8 No, sir,

Q I notice that your Exhibit One was aated the

l1éth of October. That's the first time you've contacted
any ofi the people about joining in this unit?
A To my knowledge, yes.

MR, HARRIS: I would offer a correction on
that. My expert isn't privy to the fact that Corinne Grace
contacted, I believe, Cities Services and Texas Oil and Gas
prior to the sending out of this particular letter.

MR. McCORMICK: Well, I'm speaking of the
unleased interests.

0 Is this the first time any of them were con-
tacted? |

A I'm not familiar with that, really. I can't

answer that.

S N Sa ¥

Y

I R

L iem axis o bec ek i -

L
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-~ ! Q There's actually a well on this Property now,
g 2 isn't there, a drilling rig?
% 3 A I believe g,
é 4 Q Do you know how long it's been thera?
g s A No, sir.
é{ K Q What kind of a rig is jit?
é' ? A I believe jt'g 4 cable torl. ‘
- Q It's a water well rig, isn't it?
A I'm not sure. »I'&e never heen a: the --
2 Do you know who owns it?
A No, sir,
Q Do you know how deep the bresent well ig?
a No, sir,
Q And vou don't know when it startagds?
A No, sir.
Q In essence You're saying that this would be

that ares.

A I'd prefer to get closer to the Presen pro-

duction, but their lease situation ig such that thig would

be the logical place o drill, yes.

Q Do you know on whose land the present weljl ‘ =
is located?
A I believe jt'g the Bureau of Land ~- Figh and

Game, isn't it?
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Q Have you actually been out to examine this
location?

A No, sir.

4] You dontt know the condition of the nresent
well?

A No, sir,

0 Or how long they've been working on it?

A No, sir.

Q That's all.

MR. PITTS: I have no questions.
CROS3 EXAMINATION

BY MR. NUTTER:

o Mr. Becker, are you proposing to dadicate

the west half of the section? Now, according to your Ex-
hibit Number Four here it would appear from that exhibit
that Cities Service is the owner of the southwest quarter
6f the section, is that corre:t?

A I don't believe so. I believe‘most of the
southwest quarter is owned by Michael P. Grace.

Q What does the Cities Service mean there on

that southwest quarter, then?

Where is their -- do you have a map that shows

the ownership of the various lands and where all these

people's tracts are?

PRSP

N T B

P T S U U T
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MR. HARRIS: Vvell, I -- Mr. Examiner, I
prepared a copy of that at one time.
MR. NUTTER: Apparently from Exhibit Numbcr

Two there must be a lot of town lots included in this ap-

plication.
A Right.
Q So do we have a map that shows the town lots

and where the lands are?

MR. EARRIS: Yeah.

MR. McCORMICK: I have such a plat, Your
Honor.

MR. NUTTER: Are you going to intrcducé that
in the hearing?

MR. McCORMICK: Yes, sir.

MR. HARRIS: Basically I drew this up when

I first got involved, Your Honor, and I think that shows

that this is leased lands that Michael P. Grace has; Corinne

Grace has this. This strip right in here is owned by the
Presbyterian Church. I believe Cities Service and Exxon
is up in the northern portion of it —-- of the section.
And the subdivisions themselves are down in the southeast

cerner of the west half of that section.

MR. NUTTER: That's southeast of the diagonal

line across the scouthwest quarter, then.

~ MR. EARRIS: Yes, sir.

e

TR PP

i

A U i e

e TomR TS e
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MR. NUTTER: And on your witness' Exhibit
Number One that would be what apparently is the city limits
of the town of Carlsbad?

MR. HARRIS: Yes, Your Honor. The proposed
drill site is cutside the city.

MR. NUTTER: And then we would amend this
application, then, so that where it séys Cities Service
would indicate that that would he a Michael P. Grace lease?

MR. HARRIS: Yes, that's co;rect, Your Homnor.

Me, NUTTER: And then the lease that's shown
here on Exhibit One as being Corinne Grace with the State‘
Game and Fish being mentioned, would be the Corinne Grace
lease, and there's a strip of land in between those two?

MR. HARRIS: That's cerrect, Your Honor, a
few acres which belongs to the Presbyterian Church.

MR. NUTTER: What ie that, a roadway or some-

- tiwing through therez

- MR, IARRIS: Well;, T --

MR. NUTTER: It's aw.all

o and narrow.

MR. HARRIS: Yes. Well, T +hin
probably soid out and what was left of what-tj  ;'Tw;s -
is what's shown on the map,_though,I don't é;éaa'f;uﬁi§er-
sonal knowledge.

‘it One, Mr. Becker, how many are committed to

MR. NUTTER: Now, of these pecple zﬁ?it;ié'ffihvvJ.w

il s o
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drill the well at this time?

A I don't --

Q {Mr. Nutter continuing.) Or have agreed to
drill the well?

A No one has joined, or been willing to join.

Q Well, I presume Michael and Coxrinne have
agreed.

A Yes.

o So they're the £irst two persons listed here,

50 we would have a total, then, according to your letter
and your testimony, we would have a total of approximately

60 percent, then —-

A 60 percent.

o -- that has agreed --—

A That's right.

o3 —— and the remaining 43 percent is unleased

or leased that has not agreed to —-

A Yes, Sir.
@ now, the apnlication was for a well to be

drilled at 2 standard location. Do you know what the loca-
tion of the well for =his uanit will he?

A Yes, sir, it's 1980 -- 1980 from the norta,
660 from the west of Section 25, Township 21 South, Range
26 East.

Q Okay, that coincides with a small circle and
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a number one, then, on Exhibit Number Four, is that correct?

That's the location of the well.

A The emall circle., ves, sir.
0. And is that the iocation of this drilling rig,

this water well drilling rig that Mr. McCormick was referrinT

to?
A I'm --
Q@ Is that where they're driiling?
A I'm not certain of the location of the present

well. I'm not aware of that.

Q Do you know if the Graces, eiiner Michanl P.

(e
0
o]

or Corinne has gotteh a permit for a well to be drille
this land from the 0il Division?

A I'm not familiar with the well at all, sir.
I'm SOXry.

c Wwhether it's projected as an oil and gas well
or as a water well?

A No, sir, I don't know.

MR. HARRIS: Your Honor, 1 believe that a
permit has been obtained. i bélieve itvwas'obtaiue& a5 o
gas well.

MR. NUTTER: Ve will take administrative

notice of our fil:s in regard to this.

MR. HARRIS: Yes, I believe it will be in

the files.

YT RN _.....J .
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MR. NUTTER: If a vermit has been issued and
what the acreage dedication would be.
Are there -«ny furtheor o
MR. STAMETS: Yes, sir.

MR. NUTTER: Mr. Stamets.

CROSE EXAMINATION
BY MR. STAMETS:

a Mr. Becker, is Exhibit Number Two a summary
of the ownerchip of all acreage in the proposed proxration
unit?

A, No, sir, this is the summary of the 11l.4 per-
cent of the total acreage, shown in the --

Q Well, page two of Exhibit Two is -~ about
half way down the page it says south half northwest quarter
less the south 165 feet thereof, New Mexico State Game Com-
nission all, lessee Corinne Grace, expiration 5-15-78.

MR. HARRIS: Mr. Examiner, I do Pbelieve that
is a summation of all the owners. It just hapéens that
little over 11 nercent of that acreage has
80-some people on it, and the remaining approximatzly 20
percent is under control of half a cozen people.

0 Okay, so Exhibit Two, then, is the surmary of

all of the ownership, and I leafed through there and the

only two places, thes, that I saw the Graces' name were on
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”~ ! page two with the Corinne Grace lease with the New Mexico
2 State Game Commission, and tnen just the =econd one below
F ot 3 that, the Michael P. Giace lease with the Riverside Country
i 4 Club.
- 5 |
3 | MR. HARRIS: That would be correct.
b . - ! o
] 8 » : 8 MR. STAMETS: Okay, that's all.
. 4 |
PR Y MR. NUTTER: And that would be the land then
£ ¥ :
L4 ! . . .
o s that comprised this 60 percent we were talking about.
9 ’ MR. HARRIS: That is correct.
S w10 '
3; i MR. NUTTER: Mr. Becker, could you prepare
. -
i BN n .
E 8.'33 us a plat tnat as your ciient interprets 1t snowing the
) ¢ ‘. )
% O ?%ii 12 iccation of these tracts that are listed on Exhibit Numker
{" : !£ 13 Two, and the purported ownership of those tracts?
R | 1
t : 2 A Yes, sir, I'll certairly try.
% : ‘s * T 1.1 T 3=
E ' MR. NUTTER: IN Ccase tiere Should D& a diversigy
E. 18 - :
5 of opinion as to how this land lays and who owns it, com-
‘ 17 . - .
: o pared to Mr. McCormick®s exhnibit that he's going to present.
- 18 .
3 A Yes, sir.
1 .
9 MR. NUTTER: Are there any further questions?
- MS. TESCHENDORF: Mr. Harris, are you going
A 1 . : .
2 to have a landman talking about what kind of -- whether ox
3 2 ) _
Es ' not a voluntary agreement has been attempted wiih any of
‘3 ! these unleased interests?
24 N
. MR. HARRIS: No. Wiaat we presented was the
4 3 : i
2 fact that this letter, which is Exhibit One, was sent out

RN e i AR LN i S
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to all the owners that we could identify.

That list that's
shown as Exhibit Two was the rosult of a compilation by an
abstractor that said this is the ownership.

That's what we did to run down who the owners
were, and then certified letters were sent out; the certi-
fied letter, being Exhibit One, was sent cut to all the
people wio are identified as having an ownership interest

in that west half.

CROSS EXAMINATION
BY MS. TESCHENDORF:

0 And I understand, Mv. Becker, that this was

the only offer or contact made to the unleased interests.

A To my knowledge.
Q To your knowledge.
A I'm not familiar with what went on.

MR. HARRIS: Other -- other than contact by
Corinne Grace with Cities Serxrvice and Texas 0il and Gas;,
who also have a major interest. She contacted them per-
conally but o+her than that, the only contact with these
people has been by —-- by letter.
[od ~Mr. Bécker, this letter was mailed out nine
days age to these people. Have you gotten any of the re-

turn receipts back? Do you know?

A Most of the certified receipts are back.

ﬂ
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MR. HARRIS: I you would desire it as an
exhibit, I have a compilation here. There's 80-some of
them and with rare exceptions all of them have received
copies of it.

MR. NUTTER: Vell, now, Mr. Harris, with your
letter of October 11th you enclosed a copy of the letter
dated Cctober 3rd that was sent out by Juanita Jones 'leil-
berger, agent for Michael Grace.

MR, HARRIS: Right.

MR NUTTER: To the interest owners.

MR. HARRIS: Since that time there has bkeen
two changes. The first application I made was in the name
of Corinne Grace. We ;sked that that be changed to the
naie oL Michael F. That was one change.

The other change was that initially when that
letter was drafted it was -- they were contemplating buying
mineral inte:ests. They changed their mind on that awd
the actual letter that wenit out is Exhibit One, which juSt
asks them to join rather than buyving —- purchase of the
mineral interests.

MR. NUTTER: I see, the letter of October 3rd
offered three proposals.

MR. HARRIS: Correct.

MR. NUTTER: As a party in drilling the well,

leasing the mineral interest, or committing the acreage on

Ut e oh e ol s it ridd s i s oy
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2 farmout basis.
The letter

as a party in drilling or

MR. HARRIS:
pated that that October 3
but the one that was in r

l6th letter, only offerin

MR. NUTTER:

L

U tie aifected parties?

L
(™

MR. HARRIS:

care to look at these receipts,

Sent ocut on about the same date.

sent out on like 10-19.

Well, pardon me, that is when they were ac-

tually received, the date

MR. NUTTER:

with the condition of the nails,

that ©o mail something ou
receive it by October the
on October 25th,ipro¢ides
thesé people?

MR. HARRIS:

rules of the oOC Pivision,

this hearing today would

Fage 25

of Octobor 16tk gave two choices,

committing thas acreage on a farm~
That is correct. 1t was antici-
rd letter was going to be sent out
eality sent out was the October

g two choices.

And when was that letter mailed

Well, Mr. Examiner, if you woulg
I believe they were all

I believe it wae actually

of delivery at 10-19.
Well, Mr. Harz.s, do you think
such as they are today,
t on October 16th, for them to
18th, énd then to have a hearing

sufticient time for response from

Well, Mr. Examiner, under the
it provides that the notice of

be published by the Division, and

o~

.

L
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Ei ~ ! according to the rules of procedure for the Division that
?'f : z is suificient notice.
i T 3 ' But in addition to that requirement of the
L , }i 4 administrative procedure rule for the Division we have ailso
: ? 1 5 gone out and actually sent actual notice to each inagividual,
‘;; é R s in addition to .that published notice.
| ; 7 MR. NUTTER: Well, pubiished notice was given
E 8 but it was given before you sent these people an opportunity
g o to join in, apparently.
e EE §§ 10 MR. HARRIS: On the minor ownership that is
g g; n correct. On the probably 80 percent or the 90 percent of
X -
!F Qg%;; 12 the ownership they were verbally contacted because it's
;Ei—; 13 tied up basically either bg lease or by Texas 0il and Gas
- é" i or by Public Service, and their --
15 MR. NUTTER: Cities Service, you mean.
' 18 _ MR. HARRIS: Yes, Cities Service, pardon me.
v They were contacted personally. The rest of them, which
] , 18 comprises about 11.4 percent, were sent this notice, and
g 8 they're basically the people in that subdivision.
E -~ MR. NUTTER: OUkay, well, let'c fake them i i
_, ‘ one at a time, then.
é‘ 2 According to Exhibit One Texas 0il and Gas
E B has a half interest in 40 acres. Vhen were they given an
L o I
H opportunity to join in this unit?
_ » MR. HAPRIS: Pardon me a moment while I pull




i Page 27 j
. > ! out that letter that was sent to them, Your Honor -- or ]
1 2 Mr. Examiner. ;
;. 3 Cities Service was contacted on the 29th of ;

4 September. Texas 0il and Gas werz also contacted on the ;

5 29th of September, and at that time they declined to join ]

s orally.

7 MR. NUTTER: And how about Josephine Tracy

s Trust and Laura Tracy?

i MR. HARRIS: Now, Your Honor, maybe verhaps

10

I made an unwarrented presumption, but by -- since Texas

-b
-b

0il and Gas was managing as co-tenant on this trust, that

ey s
-

nnnm*m 98) 47104088
Santa Yo, u-'ﬂ..‘.!. $TS0L

QERTIFGD- SNORTHAND RS PORTER

)
SALLY WALTON HOYD.

were contacted by letter.

1
§ 2 by contacting 0il and Gas we also contacted the trust.
13 .
{ MR. NUTTER: Okay, assuming that's so, then
f 14 .
i we still have the Presbyterian Church. When were they
: 1 s
: 5 given the opportunity to join?
i
e 1
: ¢ MR. HARRIS: I believe, Your Honor, that they
; 7
: were contacted also by letter rather than by orally.
,
: s MR. NUTTER: In other words, they would come
] .
3 in --
m . .
; MR. HARRIS: They would fall in the category
27 . .
b - wE-the Tmwious unl=ased minerals.
2 | |
; MR. NUTTER: -- the il.4 percent then.
T HR. EARRIS: Yes. So that wouléd total up
; 14 percent; 14.5 percent were not orally contacted. They
‘.
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MR. NUTTER: Now how was this oral contact
made with Texag Gil and Gas and Cities Service?

MK. HARRIS: Well, it was actually done two
ways. First a phone call was made by Corinne Grace to
these people and then it was followed up on the 29th by a
letter, so perkaps the telephone call might have beer on
the 28th rather than the 29th, but at any rate, the follow-
up letter was sent to them on the 29th of September.

MR. NUTTER: I see.

Are there any ather guesticns? M.
McCormick?

MR. McCORMICK: Mr. Examiner, I‘'¢é like to
inquire as to where notice of this hearing was published.

MR. HARRIS: Well, under the -- I was assuming
under the terms of the procedu:ral rules for the OC Division
that once a petition is filed, that the 0OC Division itself
publishes notice of that hearing.

MR. NUTTER: Mr, McCormick, we're sending
for the publication notice. We'll have that in just a
minute. I assume pubiication notice was given.

MR. IARRIS: ‘here the Division published,
I'm not sure. That falls under, as I read it, the Division
responsibility.

MR. McCORMICK: Mr. Examiner, I have one

' question here.

SPRERA AL L e
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It appears that some of the land south of
the Pecos River is in the west half of Section 25, and I
don't understand that any of those people were notified.

MR. NUTTER That's one reason I wanted Mr.

Becker to send us a Plat showing where everyone 1is.

Okay, the publication, the service of notice,
the service of the case was given by an advertisement which
was sent to the Santa Fe paper, as required by law, anad
alsov a newspaper of general circulation in the county where
the Piopesty is located, which was the Artesia Daily Press,
or whatever it is, the Artesia Daiiy Press, and it was
published on October the 11th, 1978.

The notice in the Santa Fe paper was ~~ T
don't know if it was vublished iﬁ the Santa Fe paper or not.
It was supposed to have beern.

We'll check and see if we've got publicaﬁion.
If we haven't got publicaﬁion, we might as wel) recess the
hearing.

In the meantime, are there any further ques-
tions of Mr. Becker?

MR. McCORMICK: 1I'd like to ask.

PECROSS EXAMINATION
BY MR. McCORMICK:

Q How long have you been associated with Mr.
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Page 390
Grace?
A I worked off and on for Mr. Grace for pro-
bably the past four vears.
o} Whan did you start working on this particular
matter?
A Just about a week ago. I was asked to exa~

mine the AFE.

MR. NUTTER: We will at this time mention

that we dc have & drilling permit which was approved by
our Artesia office on April the 3rd, 1978 for this Corinne
Well No. 1, located 1980 from the north and 660 from the
west of Section 25, and the acreage dedicated is shown to
be the west half, and it's not all one lease so the ex-
planation is that the lands have not been poocled but that
the pooling clause of the leases will be utilized and un-
leased interests will be force pooled.

MR. McCORMICK: If the Examiner please, as
far as my client is concerned, we obtained actual notice
of this six days agé and we woul? prefer that the hearing
go on. We have gone tc a lot of expense to bring our
witnésées\up here.

MR. NUTTER: Well, I think we'll find the
Ehing was published. Some times the paper is a little
late getting the thing back but they're calling the paper

now to find out.
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MR. HARRIS: Mr. Examiner, could we just pro-
ceed with this and find out at a later time?

MR. NUTTER: Are there any further guestions
of Mr. Becker? He may be excused.

Did you have any further witnesses?

MR. HARRIS: I have no further witnesses, Mr.
Examiner.

MR. NUTTER: Okay. Mr. McCormick, you want

to call your first witness?

MR. MC CORMICK: Yes. Mr. R. C. Roberts.

R. C. ROBERTS
being called as a witness and having been duly sworn upon

his oath, testified as follows, to-wit:

DIRECT EXAMINATION
B;Y MR. McCORMICK:
o State your name, please.
My name is R. C. Roberts.
And where do you live?

A
03
A Migland, Texas.
0 ¥hat is your occupation?
A

I'm an independent landman, petroleum landman.

Q And did you have occasion to make an ownei~

ship plat of Section 25, rownship 21 South, Range 26 East?
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A Yes, I did.

Q. I hand you Protestant’s Exhibit One and ask
you if that is a plat which you prepared?

A Yes, sir, it is.

Q Does that faithfully show the ownership of
the unplatted land to the best of your knowledge at the

date you prepared this plat?

a To the best of my knowledge it shows every-
thing within the secticon as baing correct.

Q Now, is the subdivided portion exactly to
scale?

A There is a little variation because of the

alotted space to put it in. I had to scrounge up some of

the lots, so this map was drawn from many different sources.

Q All right, sir.
A But it is to scale essentially.
0 Now, you show a lease ownershin by Texas 0il

and Gas Company, a half iﬁterest in the northwest quarter
of the northwest quarter.

A That is correct.

Q You show a lease ownership by Cities Service
of the northeast northwest. |

A True, tﬁat is correct.

Q And you show the State Game Commission lease

to Corinne Grace.

A
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Page 33
A Yes, sir.
Q And also the strip of land owned by the
Presbyterian Church.
A That is correct.
Q And the lease from Riverside Country Club to

Michael P. Grace, five-year lease, dated aApril 3rd, 127S.

A That 1is correct.

Q Now, you do not attempt to show the ownership
to the lots and blocks in the platted land, do you?

A No, sir.

MR. McCDRMICK: Will you mark this Exhibit

(The reporter marked Protestant's
Exhibit One for identification.)

Q Cne other guestion, Mr. Roberts. Approxi-
mately how many acres are -- lie in the west half of this
section which are platted into town lots?

A It can be figured exactly. This is 160
down ¢ here --

MR. NUTTER: Well, where would you mean by
that, sir? Define where you're --

A It would be down to here, down to the north-
west quarter is 160: add to that 123-1/2 acres belonging
to the country club, and then take the difference from 320.

o And what would that leave in the unplatted?

4
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- 1 . .
A Well, 1'g have to figure it up.
2 MR. NUTTER: Mr, Roberts, where does the
3 country clup boundary 1je on the south side?
.
3 4 A In the middie of the Pecos River,
AR
L‘é
i § MR. NUTTER: Middle of the river. What abous
2 } ¢ the land southn of the river>
E . ? A Part cf +43¢ is in Section 25, Now that jig
L~ 8 ivided
v divided into town lots also.
o
E.« : ’ MR. NUTTER: 7 see. So in response to hijg
g x gE§= 10 question how much of it is town lots, these little lotg
S | i
| | 5 g;; " Over here in the Southeast quarter where these streets are
. -~ 0f31
S 1
L Egjg 2 and this land south °f the Pecos River would be the town
K =
z id:
i > : lots?
; - j
s 14 . -
S H A, Yes, sir, ang the town lots +has Sorder the
15 s .
Pecos River, of CCUrse, go to the center of the Pecos River.
i 16 . . .
; MR, McCORMICK Their mineral ownerships.
17 : :
a Mineral ownerships, Yes, not surface land.
1 .
s Q It's in the neighkborhood of 35 or so acres
; 19 ,
; in town lots?
20 .
; A Approxlmately.
2 .
Q Is that arez densely settled?
2
A Yes.
23 . . .
' :) Q All rigat, almost alji lots are buile on?
TN 2
{ A Yes, at least 99 percent,
; 25
MR. MCCORMICK: we offer in evidence the Pro-
‘M%» i S et
j
— e 3
oo e e - - ¥ B
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testant's Exnibit One.

MR. NUTTER: Country Club Exhibit One will be

MR. McCORMICK: I have no further guestions

of this witness.

CROSS EXAMINATION
BY MR. NUTTER:

Q Mr. Roberts, on tha socuth side of this tract
labeled State Game Commission of New Mexico I see the east-
side canal. Now who owns the right-of-way for that east-
side canal, or the minerals under that right-of-way?

a The abutting surface owners.

Q I see. So State Game Commission or the Pres-

byterian Church would be the owners cf that.

A Yes, sir.
0 How about West Cherrv Lane, who owns that?
A The adjoining surface owners mineralwise go

to the center of the street.
Q I see, so again it would be the State Game

Commissicn or the country cliub?

A Yes, sir.
Q Or the First Presbyterian Church?
A Weil, whichever adjoins on the two sides.

MR. HNUTTER® Are there any gquestions of Mr.
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Roberts?
MR. HARRIS: Yes.

MR. NUTTER:

Mr. Harris?

CROSS EXAMIRATICH
BY MR. HARRIS:
Q Mr. Roberte, did you happén to add up all the
acreage? The easiest way to de it, I guegs, ig to £ind

out the ownership percentage percentage that®s not tied up

in Texas 0il and Gas, Cities Service, that's tied up in the

hat ~d

bably tc 244 ur the loase acreages and

subtract that from 320 and that would really tell you what

EFEheoa Avrdoada
ool i Nt b i b bm.“‘.-v P i

not correct?

A Probably is.

Q Okay, so is the center

nding ovnerchin ig in the subdivigion.

Te +hat

line of the fection

that dotted line that goes between -- between May, Rayroux,

and Cities Service?

A Wiell, I'd have to look
actly wheore you're talking abhout.

Q This dotted line, sir,

here, is that the --

A Yes.
Q -— center line?
A Yes, of the section.

at the map to see ex-

where it runs down

T

M




TR T R T T e e
: 1]
-

-l

¥

£
[ty 4
193

o

5
T

|
.
3

£
-

Mooyt ey o s e

4
§
|
|
|

0

SALLY WALTON BOYD

OCERTWIRD BHIRYHAND N NORTER. .
RS

mmmﬁz‘f- T s e

p—————— e

1
12
13
14
15
18

17

L

19

2

24

n

Papn 37

Q Okay, fine. Now, I would take it that Texas
0il and Gas would have 40 acres; Cities Service wouid have
40 acres; State Game Commission would have 87 acres.

A Texas Cil and Gas has 20 acres.

Q Okay, I see. Texas Oil and Gas has 20 acres

and the trust would have 20 acres for a total of 40.

A e
- -

ct

Q Okay? And State Game Commission would have
87 acres; 10 acres to the Presbyterif;;ghurch, and --

A No, no. The State Game Commission in that
unit would have 70, because 10 acres comes off of the south
half of the porthwest guarter, waich leaves 70 acres owned
by the State Game Commission and then 17 acres on the east
half of that section.

Q I see. And then 10 acres to the Presbyterian
Church and 123.5 to the Riveréide.Country Club, so that is
where you arrived at your 35 acres approximately;’
ely, just —— I didn't put the pencil
to it, but you can get it.

Q Okay, which would be very close to that 11.4
percent that's shown in Petitioner's Exhibit Number One
as being-outstanding in the subdivision, is that correct?

A I don't kxnow, I haven't figured it up.

I dén't know whether it figures up/}l vercent or not.

Q Okay, but it would have to be close, woulén't

Vs U v e e

TR SR |
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AN 1 it? There's 320 in a half section, and there's 35 there,
2 it would be close to that 11.4.
: 3 MR, HARRIS: I have no further questions.
a MR. PITTS: I have no questions.
5 MR. NUTTER: Mr. Stamets.
]
: e
7 CROSS EXAMINATION
8| BY MR. STAMETS:
FE
' ® Qo Awhile ago Mr. McCormick asked a question
! A
i g 2., 10 about notice and I'm wondering about those lots on the south
i s _
; QOF ~~
.EE" n side of the river in the southwest of the southwest. Do
1 _ ) . ..
: ij ¥ el 12 you know if those lots are in the Big Sky Homes Subdivision?
: <
{v ’ E L] 3 e} B :
> r »3 A They re not.
EHH
3§§ 14 0. So on that basis would it appear that they
;:» 15 have not received notice?
18 A I would think they had not, would be my --
7 Q At least notice as of this letter of October
18 16th?
: 19 A I can just give you my opinion, waich woculd be
-8 20 no. but I have no way of knowing,
2 Q So it may well be that their only notice of
i z this hearing was in the Artesia paper.
i , = A If they read the Artesia paper. That would
- * 24 !  be the only place they could £ind it out.
25 MR. HARRIS: If I may, Mr. Examiner .
R ‘-
__,;_— AAAAA -
¥
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[

RECROSS EXAMINATT ON
BY MR. HARRIS:

Am I correct, Mr, Roberts, in that you don't know
who owns those lcts in the southwest corner?

A No, I don't know.

0] Okay, so you haven't been able to examine
Petitioner's Exhibit Number Two to tell if indzza ihey nadq
been given notice, too. As far as you know, everybody has
teen given notice.

A, That's what I just told him. 1 have no way
of knowing. I can only cxpress wmy opinion.

MR. HARRIS: I have no further questions.
MR. NUTTER: Incidentally, the notice was
given in the Santa Fe paper by legal number 17097 on
We just haven't received the affi-

October 12th, 197s.

davit of publication yet.

RECROSS EXAMINATTON
BY MR. NUTTER:
Q Mr. Roberts, I didn't follow you exactly on
this Game Commission lang.
Now it says 87 acres bu: that's the entire
tract of land and 17 of it is over in the east half.

A. Yes, sir.

i
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Q o that leaves 70 acres in the west half of
the section. Now didn't you say something about taking 10
acres off ~f it, also?

A 10 acres, you see, comes off of the sou:h
half of the northwest qQquarter, which belongs to the Pres-
byterian Church. See, it's 165 foot'stripracross the entire
half section. |

o Well then how much Game land is in the north-

west quarter?

A 70 acres.
Q Well, it's 70 acres minus 10.
A No.

MR. McCORMICK: 1If they had the other 10
they would have a full 80.
A Yes, see, if they had 10 they would have the

full half of the full south half of the northwest quarter.

Q Oh, I see, okay.
A I think my. figuring is right on that.
Q Okay. I see.

| MR. McCORMICK: If the Examiner please, I've
just been informed that the Landsun Homes, it's a retirement
home operated by the Methodist Church, owns that -- those
lots south of the river.

MR. NUTTER: Are thev listed on Exhibit Number

Two, Mr. Harris?
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MR. HARRIS: I couldn‘t tell you, Mr. Examiner
Our Exhibit Number Two was prepared by a landman who did
the abstract in Carlsbad and said that is the total owner-
ship of that west half of that section. I was relying on
his expertise in the preparation of that and he said that
was the ownership, I assumed that was the ownsrship.

MR. NUTTER: I think‘it‘s going to be neces-
sary, Mr. Harris, to not only have the plat that Mr. Becker
or someone else will prepare, but also to have a copy of
those certified mail receipts.

MR, HARRIS: Your Honor, I could offer that
as an exhibit at this time. There's B7 letters went out.

MR, NUTTER: Okay, if we could have those
wa'd know who thev went out to.

MR. HARRIS: Right. This is my only copy.

MR. NUTTER: Well, you can make a copy and'
give it to us. |

MR. HARRIS: Yes, sir.

MR. NUTTER: Are tﬁere any further questions
of Mr. Roberts? He may be excused.

MR. McCORMICK: Mr. Stanton Koop, K-0-0O-P.

STANTON L. XOCP
being called as a witness and having been duly sworn upon

his oath, testified as follows, to-wit:

|
|
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DIZRCT EXAMINATION

BY MR. McCORMICKX:

0 State your name, please,

A Stanton L. Konp.

& where do¢ you live?

a Carlsbad, New Mexico.

Q What is yuur occupation?

A I'm president of the Security Savings and

Loan in Carlsbad.
Q Are you aiso president of the Riverside

Country Zlub?

A Yes, sir.
Q Ané that is a New Mexico corporation?
A Yes,‘sir.

(The reporter marked RCC Protestant's
Exhibit Number Two for identification.)

Q I hand you Protestant's Exhibit Two and ask
you if that is a true and correct copy, except for the sig-
natures, of a lease granted by the Riverside Country Club
to M. P. Grace on 3 April 19732

A That's the -- yes, sir.

MR. McCORMICK: We offer i

0il and gas lease, Exhibit Two.

- o~

(The iepoirter marked RCC Protestant's
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Exhibit Three for identification.)

Q Mr. Koop, I hand you Defendant's Exhibit
Three and ask Ycu if you are familiar with that instrument?

A Yes, sir.

Q Is that a true copy of the notice filed in
the Office of the County Clerk by Mr. Grace on the 3rd of
April, 19787

A Yes, sir.

MR. McCORMICK: ‘If the Examiner please, I
wish to point out that thisg declaration of pooled unit was
filed the same day this well was started and covered only
tne two leases that they then claimed to own.

{The reporter marked RCC Protestant's

Exhibits Four, Five, and Six for

identification.)

MR. McCORMICK: 1 bhave no other questions of

Mr. Koop.

CrUSS EXAMINATION
BY MR. NUTTER:
Q Mr. Koop, you're manager of theAcountry club
SO you live pretty close by to where this well is drilling.
A Yes, sir. |
Q Has theie been a rig out the-a S this well

continuously since April the 3rd, 19787

o
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A Been some kind of a rig, yes, sir. It went
on there the night of Anril the 2nd, I believa.
c And do you have any icea how deep that hole
is by now?
A I've heard rumors not very deep, 400 feet,

something like that.

o Have they drilled consistently on the well
or --

A No, sir.

Q The rig has been there, though?

A Yes, sir, sitting there.

o Well, I noticed here in your oil and gas

lease that they've got from the country ciub, it provides
that they'll put a rig on the well to be drilled and dili-
gently prosecute the drilling of the well with no cessation
of more than sixty consecutive days.
Have they always managed to get some driiling

in sometime during a sixty day period?

A Sir, I don't know that, I just == I couldn't
answer that.

Q They did get the rig on before the expiration

date of the lease, though?

A Night before, yes, sir.
0 And it's been on there since then.
A Yes, sir.

—p— , ~ -.- A
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MR. NUTTER: Are th-rge any further gquesticons
of Mr. Koop?
CROSS EXAMINATION

BY MR. STAMETS:

Q Mr. Koop?

A Yes, sir.

0 Do you have any water well on the country
¢lub property?

A Water wells?

o} Yes.

A Yes, sir, we do.

Q Were you familiar with the drilling of those
water wells?w

A No, sir, I was not.

[0} Okay. If you contracted for a water well to

be drilled on the country club property now ard it took
from April the 3rd till today to drill that water well,
would you consider that diligent operation?

A No, sir, I believe 1I'd need water before

) Okay, do you feel that they could have drilled
this well in a much more diligent manner than they have?
A In my opinion, yes, sir.

Q Okay, I have no further guestions.
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MR, NUTTER: Are there further questions for
the witness? He may be excused.
MR. McCORMICK: I now call Mr. Calvin Graef,

G~R-A-E~-F.

CALVIN GRAEF
being called as a witness and having been duly sworn upon

his oath, testified as follows, to-wit:

DIRMCT EXAMINATION

BY MR. McCORMICK:

Q State your name, please.

A My name is Calvin Graef, Carlsbad, New
Mexico.

Q What is your occupation, Mr.'Graef?

A I'm retired.

Q | Do vou live near the country club?

A Yes, sir.

0 Do you also live near £his rig that Mr.

Grace put on this Game Department land?
| A Yes, sir. _
¢ Last Thursday did you aécompany a photographer
to the site of this rig?
A I think it was Friday.

Q Friday? I hand vou Defendant's Exhibic Four

B P T T A T TP TP T
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e 1 and ask you if that is a trye Picture of the drilling rig f
2 as it existed on last Friday?
3 A Yes, s_ir. \
4 Q And in fact You are standing in that Picture,
& i€ you not?
v 8 A Yes, sir.
: ? Q I hand you Exhibit Number Five and ask you j
] what that depicts? i
9 A Wall, it iooked 1like a junkpile. It's sup- :
e» '5: 10 posed to be, they tell e, a water catcher. I gon't know
85;5 " much about o0il but it's supposed to be water -- 3
= ;
-2 gg 3§ 12 ¢ Apite :
31 ] |
>g a8 13 A wWater pit. And one guy wire with a half 5 ;
3 gj 4 garbage can on it,
Boas 5] 0 And this particular Scene in Exhibit Five
k= e is truly depicted by this Picture, is jt>
| u:x 17 A Yes, sir.
7 ‘ o 18 | Q As it existed op last Friday?
g v 19 A It's the identicai Picture to thig but blown .
* peo 2 up; R
t
: E n Q All right. T hang you Defendant's -- pyo- i -}
f 2 testant's Exhibit Six and ask You if that ig still ahoj:h.e.r o
; D ' A Picture of the Scene?
5 b M A The same identica} Picture blown in a differ- .
:
% ent proportion. i
|
- v
M»w&&u‘*nww«r@um fe 1
B A e =
e .
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a All right. ang is that iikewise a true
depiction gz the scene as jt was last Friday?
A Yes, sir.
MR. MC CORMICK: We offer in evidence Pro-
testant's Exhibitsg Four, Five, anc Six.
MR. NUTTER: Country Club Exhibits Four
through Siv will be admitted in evidence.
Mr. Graef, You photograph well,
A Thank you.
MR. NUTTER: Was this rig wo orking the day
that you were out thefe?
A, No, sir.»
MR. NUTTER: You're the only one there.
A The photaaranhar,

MR. NUTTER: And the Photographer.

CROSS EXAMINATION
BY MR. NUTTER:
Q You couldn't tel] by looking at tha rig or

observatlon of the well how deep it was, I guess?

A No, sir.

0. Do you have any idea how deep the well ig?
A Just(hearsay.

Q Khat have you heard? No, don't answer that.
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“N 1
2 REDIRECT EXAMINAT ION
3 BY MR. McCORMICK:
R N 4 Q Mr. Graef, was the well closed irn that day?
. : | : 5 A Yes, sir.
. N :
;‘ 6 o} Was tha casing closed in?
3 é f 7 A, There was a large block of wood about two
] 8 feet square. It sat right over the casing and on top of
! i 9 that waes 2, I think 1t was a 2x12. And on top of that
I!e gggs 10 2x12 was the -- that heavy metal -~
F 2 38 n o From a drill stem?
: Z g2}
J;Ei; 12 A Drill hanging from the cable.
; !‘i' i3 | 4 MR. NUTTER: And the weight of that was
; -éggi b sitting down holding that block of wood on top of the
§ b 15 casing?
; 4 16 A Yes, sir. iIf you look there you can see the
; ' : Y § wood and the block.
b 8 _ MR. NUTTER: Mr. Graef, I was discussing with
¥ 19 Mr. Koop awhile ago whether the well has been in active
' 2 drilling status since 1t started drilling.
i n MR.iibCORM%CKﬁ I have a question on that,
2 which I think --
- . = MR. NUT%ER: Okay, go ahead then.
~ 24 Q (Mr. McCormick continuing.) Will you mark
26

this?

LN
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(The reporter marked RCC Protestant's

Q Mr. Graef, I hand you Riverside Country Club
Exhibit Seven and ask you if that is an original of a

letter which you wrote to me on the 30th of June, 19782

A 20th.

Q 20th of June, 1978.

A Yes, sir, it is.

0 Now from this -- you observed this well for

a period of time commencing April 11, did you not?

A, Yes, sir.
Q. And at what hours did you observe this well?
A Well, due to my health, T jog twice a dav

and I piay golf during the jogging and at all three times
I'm within “wo to three hundred yards of where this well
is.

Q. And you were able to observe it on each of
the days that are mentioned in this exhibit?

A. Yes, sir.

1) And it shows that there was no one around

and no activity on April 1llth.

A That's right.
Q Same on Apxril 14th?
A That's right.
Q Same on April 18th?

D LT
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A That's right,
& April 26th,
A Correct.
Q April 27.
A Right.
Q Was that one hour that somebody was there
then?
A About one hour, ves, sir.
Q APril Z8 no activity?
A About -~ no, no activity on the 28th,
0 Same on the 29th?
2, None.
0. Same on the 30th?
A Nohe.
Q Same on the 1lst of May?
A None.
5 Z2nd of May?
A None,
Q 3rd of May?
A None.
Q 4th of May?
A None.
Q 5th of May?
A None.
Q 6th of May? |
L e N
= - :
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- 1 A None.
2 Q 7th of May?
: 3 A None.
4 o 8th of May?
5 A None.
6 0} 9th of May?
7 A None.
8 0 Now what happeined un the i10th of May? F_ J
o A Approximately two hours.
gggs 10 Q Now who was there for two hours?
S §!§§ n A, I saw two men in a pickup. That's airl I
~ef& .|
B -~ 418
{- , ;215 13 Q Was the rig operating?
3 §i T A The rig was operating.
‘ ‘! 15 0 All right. June 167
E ' R 8 A, No.
' s 0 June 172
! 8 A No.
[ 19 a Juna 187
! e A No.
' 2 [} June 19?
2 A. No.
o z 2 June 20th?
~ 2 A No.
' : 2% ‘
g ’ o Q So of all the days you observed that, com-
- K . ——— - B - T 7 .




R E—— TGS
g
Page 33 ;
: -~y 1 mencing the 1lth of April up to the 20th of June, you found }
:‘.. 2 workmen on the location one hour one day and twe hours 1}
3 another day. 45
;i : 4 A Yes, sir. That's when I observed the rig. 3
}“i"? . 5 Now if somebody came in when I wasn't there, I can't say- 1}
b;“: b 8 Q Now, we offer in evidence Protestant's Ex- j
i 7 hibit Seven. i
b 8 MR. NUTTER: Country Club Exhibit Seven will
o be admitted in evideince.
g §= 10 Q Now, Mr. Graef, what have you noticed re- ;
3s ;
%%g’i " cently at this well? That is, after the 20th of June?
3 2%°' 12 A Very little activity for abcut -- during
:agz 3 the month of July there was considerable activity.
B8,
§gg' i 0 What were they doing?
8 15 A Well, it would start around noon and all I
ex 18 could notice was that the unit was in operation.
v 7 1) And more recently what has happened? .
8 A Nothing. I've bheen out there twice. At one : _
b 19 rime there was a watchman there. The other time there was
P L nobody there. ;
b 2 o Have you —-- when was the last time you saw %
2 any operations on this rig? : §
- z A I personally would have to say it was within |
E - 24!  .he month of September.
! ® 0 Do you know about what date? J
'
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not?

A

Q

Pope 24

No, sir, I surely don't.

You're a member of the country club, are you

Yes, sir.
Anc¢ you're on the board of directors?
Yes, sir.

And you made these observations and the memo-

randum at my request, did you not?

A

Q

Mr. Graef.

Graef?

Yes, sir.
After this well was commenced?

MR. McCORMICK: I have no other questions of

MR. NUTTER: Are there any questions for Mr.

CROSS EXAMINATION

BY MR. STAMETS:

o

X P

Mr. Graef, looking at the pictures that were

taken, I don't see any lights hanging on the rig or in the

around the rig.

A
a
A
I don't think

the rig.

There are no lights.

Do you ever see any lights on there at night?

Ho, sir. There are no lights there. 1In fact,

there's any electric wires even running to

TN

T T

L a e
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tan | 1 Q. So to your knowledge there has been no acti-
F _ 2 vity, drilling activity, going on at night? i
: 3 A OhL, not a bit, no, sir. :
4 Q The only activity you've observed has been
6 occasionally in the daylight?
: 8 A Yes.
b 7 MR. STAMETS: No other questions. ’
8
l 9 , RECROSS EXAMINATION
| gggg 10 BY MR. NUTTER:
‘ gsiz " Q Mr. Graef, is your land included -- where
; D giii 12 you live included in ths west half here of Section 25?2 ﬁ
i : !: 13 A Yes, sir.
f ggii 14 Q Do you own the minerals there?
: :
i 16 A No, sir.
(* 16 Q I see, so you're not a party to this pooling
! g 17 action --
. 18 A No, sic.
w Q -—~ as a landown=ar.
}
2 MR. NUTTER: Are there any further quest.ons
‘ ' 2 of Mr. Graef? He may be excused. L
2 MR. McCORMICK: If the Commiséion please, I
t -y = now wish to offer in evidence a certifiedvcé‘p’f‘ of the
: ~ M Complaint filed by Riverside Countxry Club aéainSt Michael -
f : ® P. Grace, and others, this past Monday in the District Court
;
e ——— - - = A il
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of Eddy County, New Mexico, th= purpose of which is to
quiet the title to the land which was under lease to Mr. --
to Mr. Grace.

MR. NUTTER: This would be the country club
land of 123.5 acres?

MR. McCORMICK: Yes.
(The reporter marked RCC Exhibit
Number Eight for identification.)
MR. NUTTER: Country Club Exhibit Eight will
(The reporter marked RCC Exhibit
Number Nine for identification.)
MR. McCORMICK: If the Commission please,
I now offer in evidence the Protestant’s Exhibii WNawer
Nine, and we do not have it duplicated because it is of
horrendous size, and this document is in this binding here,
contains a certified copy of every lawsuit filed against

. . . R
Grace and Corinne Cracs in the Digtrict Court

Micnael 7.
of Eddy County between April 26, 1971, and the latter par£
of September, 1978.

Now I do not expect you to read every page
of that. It merely shows the complaints, a copy of each
complaint that was filed.

Now,

I have made myself an analysis.

(The reporter marked Protestant RCC's
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~ 1 Exhibit Ten for identification.)
2 An analysis of those lawsuits and they fall
' 3 into these categories. There are 52 lawsuits that have
4 been filed against Mr. and Mrs. Grace.
L 5 One, a labor claim by the State Labor Com-
£ F missionex.
i ; 7 Sixteen suits to collect unpaid royalties.
: 8 Two labor claims for unpaid wages.
i i 9 One Workmen's Compensation suit.
; g é‘g_ 10 One foreign judgment, meaning a judgment from
2
a gsgz LL another state.
B =4
1 3 . gi; 12 Four actions by drilling contractors for
| " g f 13 unpaid contracts for drilling wells.
3;_1 14 One foreclosure of a lien for unpaid drilling
! 15 costs in a unit.
L 18 Three lien forecloéures by supply companies
b " or service companies.
t i5 One suit by the New fiexico Uil Conservation
¢ 19 Commission for violation of salt water disposal rules.
b LY Sixteen cases by oil field service companies
i T 2 for unpaid bills.

Two suits by working interest owners to

2

. i B collect their share of the gas sold.
24
2%

i One suit for death of cattle due to failure
. to fence location.
)
:_.:L——M“_-—-——.V"'*‘ - .7 - ;_ T o e _ — . N
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One auto accident.

One failure to assign overriding royalty in
a unit.

2nd one for airplane rental.

We offer this for what it is worth to the
Commission as an analysis of the nature of the 52 suits
that nave been filed.

{(The reporter marked RCC Protestant's

Exhibit Eleven for identification.)

If the Court please, Mr. Robert S. Light,
who is president of Barber 0il Company of Carlsbad is the
owner of one of the lots that -- of the platted lots that
fall in this area down here, and which would be force
pooled by this actiéﬁ.

I offer in evidence a letter from Mr. Light.

He was unable to come and I asked him to please write that

letter to the Ccumizsicn

That concludes my evidence. I would like
to have the privilege of making a short summation before

we adjourn.

You didn't have anything further in your
direct case, Mx. McCormick?

MR. McCORMICK: No, sir.

Aaaenai e itaadua e aia e Ay S NN Ailihatdediah
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MR. NUTTER: Does anyone desire to present
anything further in testimony in this case?

MR, PITTS: Yes, sir. New Mexico Department
of Game and Fish wishes to present some evidence, also.

MR. NUTTER: Would you call your witness,
please, Mr. Pitts?

MR, PITTS: If it's possible I would like to
just tender a couple of documents which I thaink are public
records and with public records I don't think there would
be any problem.

If need be, I can call Mr. Jeb Stuart to
verify the validity of the documents.

MR. NUTTER: Well, if you would do that and
he can name the source of the documents and explain what
they are, please.

MR. PITTS: Fine. Then he'll have to be

sworn in, then.

JEB STUART
being called as a witness and having been duly sworn uron

his oath, testified as follows, to-wit:

DIRECT EXAMINATION

BY MR. PITTS:

Y - —

Y SR
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Page GQ
Q Mr. Stuart, would you please state your
occupation?
A I'm a Land Specialist with the New Mexico
Department of Game and Fish.
o} And have you been assigned to oversce the

project involved in a lease with Gracia®

A. Yes, sir.

0 I hand you what has been marked for identifi-
cation as DGF Exhihit One. Can you identify that document?

A Yes, sir, Mr, Pitts, this is the oil and gas
lease that was executed between New Mexico State Game Com-

nission and Corinne Grace, and the date on this is the

=
15¢h of Ma

v. 1873,
Q And was a copy of that found in your cfficial
department files?
A Yes, it is in our officiul files.
MR, PIPTS. T nffer DGF Exhibit Number One
into evidence.
MR. NUTTER: DGF Exhibit Number One will be
admitted in evidence.
0 Now, I tender to you, Mr. Stuart, a letter
which is dated October 25, 1978, which is today, and there’'s
a signature by Mr. Harold F. Olson. Can you identify that

signature?

A Yes, sir, this is the signature of Harold

Y




kit

o THEF ROV
AR MR A s

U

.ALLY\IILTOMIIOND

DRTIHAND AEPONTER-
\nea (B08) 4918407
‘Now Maxioe §1501

CURTINED B
sesuPase BI
Bate

-1

w

10

1"

12

13

19

21

24

i

Poge L1 ——

Olson, wno's the pirector of New Maxico Department of Game
and Fish.

MR. PITTS: I offer DGF Exhibit Number TwO

into evidence.
MR. NUTTER: DGFE gxhibit -~ Mr. Stuart, this
1ast exhibit. Exhibit Number Two, 185 dated today, is that

correct?

A Yes, Sir.

M. NUTTER: And it shows it was sent certi-
fied mail to two addresses, pallas and carlsbad. Was that.
mailed today?

A Yes, sir.

un, pTTTS: I would like o goint out to the
Commigsioney that the reason that a check has not been
returned in the sum of $87.00 as of this time js a result
of the bureaucratic problem of issuing guch warrants, and
that sucii & ~heck is in the process of being issued.

it is the position of the State Game Commisaio:
through the pepartment of Game and rish that the lease which

is referenced is no longer in force and effect.

MR. NUTTER: and the $87.00 would be for one
year rental from May 15th of '78 to May 15th of '792
MR. PITTS: That's correct, sir.
And this really applies to the full 87 acresS.

MR. NUTTER: Okay.

T~
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MR. PITTS: 70 of which we're concerned with
here.

MR. NUTTER: Right. So this applies to the
87 acres, the entire lease.

MR. PITTS: That's correct.

MR. NUTTER: Are there any further questions
of Mr. Stuart? Mr, Kendrick?

MR. XENDRICK: Mr. Stuart, is it your opinion
that the Game and Fish Department objects to being force
pocled in this case?

A. Yes, sir, it is the opinion of the State Game
and Fish Department that we do not want to be force pooled,
in thie situation.

MR. STAMETS: And Mr. Stuart, in case I
missed it, is it your opinion that the Game and Fish Com-
mission has no valid lease with Michael P. Grace on this
acreage?

A Yes, sir.

MR. STAMETS: Or Corinne Grace?

record straight, I don't think it's necessarily an action
to pool the Game and Fish Department here tcday, because

they said in one of thecir cxhibits that they were making a

. ’ T e e TN

T
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:‘j‘, -~ 1 declaration that they were executing the pooling clauée
Eﬁ‘f' 2] in the leases, and they have the lease on this land. It's
. 3 just a matter »f whether the drilling has been diligent
»“, ’ 4 enough to maintain the lease or ngt.
; “ - s | They had the right to pool the lease at the
;__, 8 time they commenced the well, I think.

7 MR. HARRIS: Mr, Examirer, I have really with-

8 held comment on this. I think that a lot of what is going

9 on, if not the majority, is not vreievant at all to this
o2 10 proceeding.
Rl

o i
2 =§ " Now, at an administrative proceeding I

s

Dé o 12 realize that there is wide leeway for the Examiner admitting

11,
> o gk s evidence, buil the provblem here is today the guestion wefore
e
3 > 14 +he Examiner is whether or not Michael P. Grace. or what-

-

15 ever, could become the operator here, whether there should

16 be a penalty attached, and this tvpe of thing. This hearing
17 is not on whether these leases are valid or whether or not
18 there is diligent operation, and basically all the evidence

L 19 admitted today has been towards that.
v - 20 And I think it's for a court of competent

) n jurisdiction rather than administrative procedure to deter

N , T 2 nine the validity of the leases. The question before tﬂe

" a3 board today -- the Examiner today, is really whether or

24 not there‘s to be pooling, and if so --

: : 2% MR. NUTTER: I'm inclined to agree with you

"
!
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to a certain extent, Mr. Harris, that we have a lot of
stuff here that's not really relevant.

MR. HARRIS: Right. Right, and although I
really haven't objected to it because of the leeway of
admitting evidence, I don't believe that it really is rele-
vant to this hearingitoday.

MR. STAMETS: Mr. Harris, doesn't the law
require that the applicant for forced pooling have the right
to drill?
it does, Your Honoxr -- Or
Mr. Examiner.

MR. STAMETS: And if Mr. Grace has no valid
jease in this half section, does he have the right to
Ariiivs

MR. HARRIS: Well, that's really the obvious
questioh, does he have the right; does he have the lease,
and that can't be decided today.

Mp . NUTTER: We can't decide that portion,
anyway.

MR, HARRIS: That's absolutely correct, and
if the board would take it under advisement and then issue
an order stating tha., you know, if he has valid leases,
he can proceed, and taen the question thern goes into a
court to see does he have a valid lease, and I'm certainly

not prepared to defend that today. This isn’t the proper
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place for that.

Basically I was given notice of the complaint
of the Fish and Game and Riverside Country Club, so, you
know, as soon as the hearing was started. That's the first
I knew of the problem.

MR. STAMETS: Well, Mr. Harris, if the law
requires that we make a finding that the applicant hag the
right to drill, then could we under the law enter an order
saying that if the applicant has the right te drill it's

force pooled?

that this board today cannot decide that he doesn't have
the right to drill.

MR. STAMETS: 3But if it is in question-that
he does or Goes not, can we make a finding that he is, and
if we can't make the finding that he is, can we enter an
order pooling this acreage under the law?

MR. HARRIS: I don't know if that question
has been decided and my reaction is on this that there
should be a forced order pooling and then if there are
complaints, like a guiet title action, then Mr. Grace him-
self wbuld be foreclosed from proceeding if he didn't have
the right to drill there,

And so the question then becomes moot as to

the order that's issued Dy the OC Divisicn. And since the

[ :
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Page 66
OC Division doesn't have the ability to decide the guestion
that he doesn't have the right to proceed, then I think
that, you know, under the circumstances, pretty much has

to make the assumption that he does have the right.

-4

sae no other way of getting around that.
MR. PITTS: Mr. Examiner, if I may.

MR. NUTTER: Yes, Mr. Pitts.

MR. PITTS: We would submit that in light of

the fundamental question, or the threshold guestion whether

]

in fact there’s a valié iease, that that guesticon must ke

resolved prior to the exercise of this body's administrative

"discretion, and whether or not forced pooling should in

fact occur, because if there is no such right on the part
of the petitioner in this instance, then the exercise by
this body wouvld be totally meaningliess, and as a practical

matter, and I think also as a matter of law, quasi judicial

MR. NUTTER: We all hope so. Thank you, Mr.
Pitts. |

MR. McCORMICK: May I make a reply?

MR. NUTTER: Yes, sir, Mr. McCormick.

MR. McCORMTICK: If the Examiner please, we
admit on the threshold that this Commission does not.Lzave
jurisdiction to determine the validity of those ieases;

however, it can take notice that the title is in question;

e T T T . . - . )
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that the lessors claim that the leases have expired.

Now, for the Cormission to go ahead and issue
an order saying, well, if you've got a lease you can --
we'll allow you to force pool, that would be very bad, be-
cause suppose he started -- Mr., Grace started a well and
then it was decided that he didn't have aﬁ:ease, I don't
know where we would be except there would probably be about
a thousand liens filed against everybody in that half sec-
tion.

Now, the other thing that I wish to mention

impnlicit in the O

P

is that it is
only a purdent operator will be appointed as the cperator
of a pooled unit.

Now a good bit of our evidence here today was
to cast light on that and to demonstrate to this Commission
that Mr. Grace is not a prudent operator, and even if he
owned two;thirds of the land with unquestioned title, he
should not be named the operator because when you pool
property, you practically confiscate the property of the
unleased owners if they —- if there's a 200 percent penalty
clause they are practically wiped out.

So I would say that in no event should Mr.
Grace bz -- be named as the operator, and i think what
should be done is either this matter shculd be aismissed

or it should be continued indefinitely until all title
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matters are resolved.

MR. NUTTER: Thank you, Mr. McCormick. Are
there any further statements in this case?

We'll take the case under advisement.

Oh, wait a minute, we've got a piece of cox-
respondence here.

We have a letter from Mr. Lloyd R. Jackson
directed to the 0il Conservation Commission, dated October
23rd, 1578, reading as follows:

Gentlemen: I have received a certified
letter from Michael P. Grace, II, on October 18th, 1978,
that seems untimely in that drilling has already started.

In addition 1 feei that an attempt L0 force
pool me is in progress. Therefore 1 pﬁotest the forced
pooling and if the drilling proceeds, I feel I should have
a free ride because of the existing circumstances.

Sincerslvy,; Llovd R. Jackson.

'I don't think there's any further correspon-
dence in this file.

With that we'll take the case under advise-
ment.

MR, McCORMICK: If the Commission please, the
court will také-;dministrative notice of its own files

which show the‘depth to which this well has been drilled ~--

MR. NUTTER: Yes, we will take --

e ——— P —
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”~ ! REPORTER'S CERTIFICATE
2
Fv'_ 3 I, SALLY WALTON BOYD, a Court Reporter, DO HEREBY
4 CERTIFY that the foregoing and attached Transcript of 3
3 i s Hearing before the 011 Conservation Divisior was reported
5 ‘ 6 by me; that said transcript is a full, true, and correct
7 record of the hearing, prepared by me to the best of my
8 ability, knowledge, and skill, from my notes taken at the
8 time of the hearing.
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- STATE OF NEW MEXICO

ENERGY ann MINERALS DEPARTMENT
* OIL CONSERVATION DIVISION

A BYATE LAND GFFCE BURLDING
: SANTA FE, NEW MEXICO B7501
July 12, 1979 o gt
Egl.
Ei."“‘a N Re: CASE NO. 6365
o Mr. Dahl L. Harris TR=605Z
f.o. ! ORDER NO.
g i BEarris, Relkin & Lee
L . Attorneys at Law
s : Suite 418, Two Park Central Top®S1icant:
_a¢; ; Albuquerque, New Mexico 87108
SEEE Michael . Grace Il
: f Dear Sir:
Enclosed herewith are two copies of the above-referenced

Division order recently entered in the subject case.

JOE D.
Direclor

Hobks OCC x
Artesia OCC X
Aztec OCC

Other Don G. McCormick, Robert S. Light, Albert Pitts,
~Doyle Sagw
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|
i
;*
I
i
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FPOR THE PURPOSE OF
CONSBIDERINGS

APFLICATION OF MICHAEL P. GRACE IX
FOR COMPULSORY POOLING, EDDY COUNTY,
{NEW MEXICO.,

ORDER OF THE DIVISION

BY THE DIVISION:
i
This cause came on for hearing at 9 a.m. on October 25,
1978, at Santa Fe, New Mexico, before Examiner Daniel S. Nutter.

{ NOW, on this_10th day of July, 1979; the Division
Dizector, having considered the testimony, the record, and the
ru:r.ndat:lon: of the Examiner, and being fully advised in the
Pr 868,

| rooss

(1) That due public notice having been given as required
by law, the Division has jurisdiction of this cause and the
rubjcct matter thereof,

(2) That the applicant, Michael P. Grace 1II, seeks an
order pooling all minerzl interests in the Wolfcamp and Pennsyl-
vanian formations underiying the W/2 of Section 25, Towaship 21
South, Range 26 East, NMPM, Burton Flat Field, EBddy County, New

o
it

That at the time of the hearing of this case, applicant
Michael P. Grace IXI aid his wife, Corinne Grace, claimed owner-
ship cf 38.6 percent and 21.9 percent, respectively, of the lands
“ included in the proposed 320-acre gas proration unit,

(4) That the 38.6 percent ownership which Michael P. Grace
II claimed was ocontained in ar oil and gas lease covering 123.5
acres held in fee by the Riverside Country Club, a corporation,
and the 21.9 percent ownership which Corinne Grace claimed was
contained in an o0il and gas lease covering 70 acres in the W/2
of the aforesaid Section 25 held by the State Game Commission
of the State of New Mexico.

oy
W
-t

— ot
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|
| |
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Case No, 6365
Order No. R=6052

(5) That at the hearing there was considarabla discussiocn
to the effect that the validity of both of the aforesaid leases
was in question, and that the lesscrs of both leases were seek-
ing to have their respective lesases declared invalid,

{6) That on June 6, 1979, in the District Court of the
United States for the District of New Mexico, Judge EAwin L.
jMechem handed down his Memorandum Opinion and Judgment, holding
that the 0il and Gas Lease between Michael P. Grace I and the
Riverside Country Club is invalid, having expired April 3, 1978.

{(7) That considering the aforesaid determination by the
United States District Court, the applicant is no longer the
owner of any lands in the W/2 of Ssction 25, although his wife,
Corinne Grace, may own some 70 acres in the W/2 of Section 25,
under the contested State Game Commission lea=>.

(8) That the applicant was not the owner of any lands in

ot s & =
e

v/ a ©+ bwution 45 at the time of the hearing of this case
on October 25, 1978. ’

(9) That Section 70-2~17, NMSA 1978, provides that an
"owner® who has the right to drili, and proposes to drill, may

ﬁbring an action before the Division to pool lands to form a

spacing or proration unit.

(10) That inasmuch as the applicant is not an "owner® in
the lands proposed to be pooled, as defined in Section 70-2-33,
Subsection E, NMSA 1978, this case should be dismissed.

IT IS THEREFORE ORDERED:
(1) That Case No. 6365 is hereby dismissed.

{2) That dnrisdistisn of this scauss is retained for the

entry of such further orders as the Division may deem necessary.
DOME at

. »>

Santa Fe, New Mexicc, on the day and vear hnroig-

ted.,

ATE OF NEW MEXICO
DIVISION
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STATE OF NEW MEXICO
ENERGY ano MINERALS DEPARTMENT

- OIL CONSERVATION DIVISION

L RO E 5

June 15, 1979 POST OFRCT BOX 2088
STATE LAND OFFICE BULLOING
SANTA FE, NEW MEXICO 87301
505! 627-2434

RO A e kS

Dan G. McCormick, Esquire

P. 0. Box 1718

Carlsbad, New Masxicoc 88220

Dahl L. Harris, Esquire

Suite 418 - Two Park Central Tower
300 San Mateo, N.E.

Albuquerque, New Mexico 87108

Re: Case No. 6365
Docket No. 34-78

Gentiemen:

We are in receipt of the Memorandum Opinion and Judgment
handed down by Judge Edwin L. Mechem in the United States District
Court on June 6, 1979, holding that the 0il and Gas Lease between

- Michael P. Grace II and the Riverside Country Club is invalid,
having expired April 3, 1978.

Considerable discussion occurred at the hearing of Case
No. 6365 on October 25, 1978, concerning the validity of the
above lease, although at that time no definitive ruling had been
made on the lease. : :

In view of Judge Mechem's ruling it would appear that Michael
; P. Grace II is not an "owner" as defined in Section 70-2-33,
i Subsection E, NMSA 1978, nor was he such an owner at the time of '
the nearing. '

*owner” who has the right to drill, and proposes to drill, may
bring an action before the Division to pool lands to form a spacing
or proration unit.

Considering Judge Mechem's ruling, it is my opinion that
the applicant did not have standing to bring on Case No. 6365 in
October, 1978, and the application should be dismissed. This will
be .my recommendation as the Trial Examiner.
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pan G. McCormick, Esquire ]
pahl L. Harris, gsquire -2- June 15, 1979

You will have ten days to respond pricr to my making this

recormendation.
Very truly yours,
DANIEL S. NUTTER
Chief Engineer and .
Trial Examiner .
DSN/dr

cc: Harold F. Olson, Director
Department of Game and Fish




STATE OF NEW MEXICO

ENERGY ano MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

August 13, 1979 GTATE LAND GPFiCE B BooaiG
SANTA FE. NEW MEXICO 687501
O B27-2434

Mr. Don G. McCormick
McCormick and Forbes

P. 0. Box 1718

Carlsbad, New Mexico 88220

Re: Case 63(5
Order No. R-6052

Dear Mr. McCormick:

Enclosed please find the certified copies of
the documents you requested in your letter of

Anrrncd R 1970 .
sSuaguet T, L2702

Very truly yours,

DANIEL S, NUTTER
Chief Engineer
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STATE OF NEW MEXICO

£ ENERGY AND MINERALS DEPARTMENT
{ : : OIL CONSERVATION DIVISION

%& i : * * * AFFIDAVIT * * «

B

i . Comes now Daniel S. Nutter, who under oath deposes and states
2 ! . that he is Chief kngineer for the Cil Conservation Division of the
b Energy and Minerals Dﬂpartment of the State of New Mexico, and

by < | ; acted as Trial Examiner in the hearing of Case No. 6365, Applica-
S ; tion of Michael P. Grace for Compulsory Pooling, Eddy County, New

Mexico, on October 25, 1978.

3 Further, that Division Order No. R-6052 was entered in said
Case No. 6365 on July 10, 1979, dismissing said case.

Further, that pursuant to Section 70-2-13, NMSA 1978 Comp.,

i any party adversely aifgcted by said order could, within 30 days

after entry of the order, f11e an application with the Division
for a hearing de novo of Case No. 6365, but no such application
was received by the Division within sald 30-day period.

Further affiant sayeth not. -
& ﬂA-)___—-’-
@s.mm

Sworn and subscribed to before me on this 13th day of August,
1979. ’
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DIANA RICHARDSON
NOTARY PUBLIC - NZW MZXICO

NOTARY BOND RLED WITH SECRITAZY OF STATE
" My Commission Expires /2 ~R8 -8/
e ittt sl bt el B st ol by -

N g e T S A i 4
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SECRETARY
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STATE OF NEW MEXICO

ENERGY ano MINERALS DEPARTMENT

OiL CONSERVATION DiVISION

~ R om -
LI §

I 0

TO WHOM IT MAY CONCERN:

I, JOE D. RAMEY, Director of

August 13, 1979

DIANA RICHARDSON

NOTARY PUBLIC . NEW Mz xico

i NOTARY BOND FILED WiTH SECR:TARY OF STATE
-

My Commission Expires 7@ -

~ P

€d belore me this 13th

cmaans VY
-

POST OFFICE 80X 2088
STATE LAND OFFICE BUILDING
SANTA FE, NEW MEXICO 87301

BSOS 827-2434

the 0il Conservation Division of
the New Mexico Energy and Minerals Department, do hereby certify
that the attached is 2 true and correct

copy of the 0il Conservation
Division Order No. R-6052 in Case No.

6365 on file in this office.

NOTARY PUBLIC
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McCORMICK axp FORBES

DON G. MSCORMICK ATTORNEYS AT LAW

JAY W. FORBES .
THOMAS L. MAREX SUJAC BUILDING

ROGER £. YARBRO P, O. BOX 1718 TELEPHONE 888 -4171

JOHN M. CARAWAY CARLSBAD, NEW MEXICO 88220 Ancs Copt S0OS

JAMES W, KLIPSTINE, JR.
8 August 1979

PERRY C.ABERNETHY

0il1 Conservation Division
Energy and Minerals Department
P. 0. Box 2088

Santa Fe, New Mexico 87501

Attention: Mr., Daniel S. Nutter

Re: Case 6365
Order No. R-6052

Dear Mr. Nutter:

On 10 July 1979, an Order was entered dismissing the Petition of

i M. P. Grace for pooiing of the ws of Section 25, Township 21 Scuth,
Range 26 East. Please advise if Mr. Grace filed an Application for
Re-Hearing within twenty days after that date. If so, will you

please furnish me with a copy of the application.

If he did not file an application for re-hearing, will you blease
furnish me with a certified copy of the Order of 10 Ju]y 1972

i bugcbht:l with a further certificate thay ne appli cation for re-hearing
‘ was filed within the twenty day period prescribed by Section 65-3-22

N.M.S.A. 1953.

Please send me a statement for any charges for the certified copies.

Very truly yours,

S —— 2T e
S TERT . T e
yd
Don G. McCormick
DGM:cy

s g et B i Lo fie
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. CoeTTT : STATE OF NEW MEXIL0)
. ; C. . . -
oo ENERGY ano MINERALS DEPARTMENT
¢ o .
- ; L OIL CONSFRVATION UIVISION
3 R e
E
. : JE KING S . . ST O o s
T CEPTITICATION
8 xE LARAY KCHOC GANTA FE NEW I XN 0 8250
ek LRE T (00} BR7-2434

f TO WHOM IT MAY CONCLRII:

I, JOE D. RAMLY, Dircctor of the 0il Consecrvation Division of
the New Mexico Energy and liinerals Department, do hercby certify
that the attached is a true and corxcct copy of the 0il Conservation
Division Order No. PR-6052 in Casc No. 6365 on file in this office.

i
! JOL D. RMILY, Director
i August 13, 1979
STATE OF NEW MEXICO) |
)SS.
COUNTY OF SANTA FE )} {
The foregoing instrument was acknowledged before me this 13th g
day of August. 1979. E
i
i NOTARY PUBLIC
E
v% E
|
|
3
|
e - & — - -~ :




_ STATE O' NI'W MLIXICO
. : ENERCGY ZAND MINERALS DIPARTMENT
& i OIL CONSERVATION DIVISION

* % * AFFPIDAVIT % % =*

Comes now baniel S. Nutter, who under oath deposes and states
that he is Chief Engincer for the 01l Conservation Division of the
Energy and Minerals Departirent of the State of New Mexico, and
acted as Trial Examiner in the hearirg of Case No. 6365, Applica-
tion of Michael P. Grace for Compulsory Pooling, Eddy County, New
Mexico, c¢cn October 25, 1978.

i Further, that Division Order Nc. R-06053Z was entered in said
Case No. 6365 on July 10, 1979, dismissing said case.

Further, that pursuant to Section 70-2-13, NMSA 1978 Comp.,
any party adversely affected by said order could, within 30 days
after entry of the order, file an application with the Division
for a hearing de nocve of Case No. 6365, but no such applicaticn
was received by the Division within said 30-day period.

Further affiant sayeth not.

DANTET, . MNITTRR

AFLAR de Ssdd W &

Sworn and subscribed to before me on this 13th day cf August,
1979. )

NOTARY PUBLIC
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DamL L. MARRIS
Harry N. RELKIN
Eowano D. L&k

HARRIS, RELKIN & LEE

ATTORNEYS AT LAW
SUITE 418 - TWO PARK CENTRAL TOWER
300 SAN MATED, N.E
ALBUGUECROUE, MEW MEXIOD 7108

November 9, 1978

TeLerwonz (E08) 256-3833

Ms. Lyna Teschendorf

New Mexico 0il Conservation Division

P.0. Box 2088
Santa Fe, NM 87501

c}é@%fﬂ“”

Re: agplicaticn of Michael P. Grace II, for Compulsory Pooling,

Section 25, Township 21 §, R 26 E, Eddy County,

Case No. 6365 -

Dear Ms. Teschendori:

New Mexico,

Mr. McCormick raised several points concerning the above referenced

forced pooling
ingly, I would
were raised.

application in his October 27,
like to respond to his points

1978 letter. Accord-
in the order which they

was legally sufficient for forced

pooling hearing and raised no questions concerning operator

POINT 1
a. Mr. Becker's_testimony
prudence.

e

rig to deepen a Morrow

c. Mr. Light's protest begs the _
the grounds that Mr. Crace is not a prudent

appointment on

.

There is nothing imprudent.about using a cable tool for
setting shallow casing, prior to employing a large rotary

test.

question. He objects to Mr. Grace's

operator, without showiag that Mr. Crace is not a prudent

operator.

Crace has been sued,
1f Mr. McCormick had
against operators in
to the October 25,
to carry the copies by
a litigious business.

Exhibit 8 of the Riverside Country Club
i. not that he 1is &iu
broughi copies of
the Carlsbad area between
1978 hearing;,

shows only that Mr.
imprudent operator.
1aw cuite filed
1971 and 1978,
he would have not been able
himself. The oil and gas business is
1f operators were not prudent because

all

they were sued, there would be no prudent operators.

POINT 2

The Riverside Country
validity of the Grace

RPN B T

Club is estopped from denying the
lease.

s s vaiaton ¥
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Enclosed please find a copg of the rental check for the 1978 rental
on the Riverside Country Club lease, which was cashed by the Riverside
Country Club in April of 1978.

One point on which I do agree with Mr. McCormick, is that if the 0il
Conservation Division does not issue a forced poolinf order out right,

it should defer action on the Crace application until any title quest-
ions are resolved.

Dahlt L, Harris
DLH/sb

Encl.
cc: ‘McCormick
Corinne Grace
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tARRY KEHOE
SECRETARY

STATE OF NEW MEXICD

ENERGY anp MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

POST OFFICE BOX 2088
STATE LAND OFFICE 8UN DING
SANTA FE. NEW MEXICO 87501

I505) 827.2434

March 21, 1979

Ltz
4

Mr. Don G. McCormick
McCormick and Forbes

P, 0. Box .

Carlsbad, New Mexico 88220 - i ‘N
//' i
Re: ~Case wﬁ,}ssmm_ﬂ)

Dear Mr. McCormick:

Enclosed please find the following items from the above-
referenced case file:

1. Copy of Roberts map, RCC Exhibit 1

2. Certified copy of the application filed in this
case.

3. Certified copy of the C-101 for the well in
question.

Unfortunately, since the other documents yYou requested
are the only ones on file, we are unable to check them out.
If you would like us to copy them and certify them at your
expense, we would be glad to do so.

Very truly yours,

LYNN TESCHENDORF
General Counsel

LT/dr

enc.

u
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STATE QF NEW MEXICD

-

ENERGY anp MINERALS DLEPARTMENT

OlL CONSERVATION DIVISION

SRUCE KING .
- GOVERNOR CERTIFICATION STATE LAND OFFICE BU'LDING
L : SANTA FE, NTW MEXSCO 87501
59' LARS’;‘J‘E’T(E;"OE 1505) 827-2434

POST OFFICE BOX 2088

TO WHOM IT MAY CONCERN:

I, JOE D. RAMEY, Director of the 0il Conservation Division of
the New Mexico Energy and Minerals Department, do hereby certify
that the attached is a true and correct copy of the Application
in Case No. 6365 received October 6, 1978, on file in this office.

JOE D. RAMEY, Director

March 21, 1979

e e e WU e e

STATE OF NEW MEXICO)
iss.

COUNTY OF SANTA FE )

The féregoing instrument was acknowledged before me this 21lst
day of March. 1979.

NOTARY PUBLIC

My Commission Expires:




St ng 26 Fh St P B SV R Sl wvacdioed S AR
TRLTETR . v N TR

STATE OF NEW MEXICQ

ENERGY ano MINERALS DCRPARTMENT

Oit. CONSERVATION DIVISION

2 ICF KING POST OFFICE 80X 2068
GOVERNOR i STATE LANDO OFFICE BLRLOING
E.
LARRY KEHOE CERTIFICATION A on a7 caza

TO WHOM IT MAY CONCERN:

I, JOE D. RAMEY, Director of the 0il Conservation Division of
the New Mexico Energy and Minerals Department, do hereby certify
that the attached is a true and correct copy of the Form C-101,
Application for Permit to Drill the Michael P. Grace II Corinne
Well No. 1 on file in thisg orffice.

JOE D. RAMEY, Director
March 21, 197¢9

COUNTY OF SANTA FE

The foregoing instrument was acknowledged before me this 21st ' 12
day of March, 1979. o

NOTARY PUBLIC o
My Commission Expires: »

. ‘ B . . <
b“_— . . -— ‘; - . N Lo e .
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* “\HARRIS, RELKIN & LEE

ATTORNEYS AT LAW

8 ! BUITE 418 - TWO PARK CENTRAL TOWER
Haney N. RELKIN U (=1 ‘ 300 BAN MATED, N.C.
Eowaro D. Lex g ’ ALBUDUERQUE, NEW MEXICO #7108 Toorwows (3081 256-3833

o

e October 30, 1978
Mr. Daniel S. Nutter

0il Conservation Division

Energy & Minerals Dept.

P.O. Box 2088

Santa Fe, NM 87501

Rc: Forced pooling of Wk of 825, T21S, R26E
Dear Mr. Nutter:

Pursuant to your request, I am enclosing xerox copies of the receipts
that were received as a result of the notification letters that were
sent to mineral interest owners in the above referenced case. At this
time, a land man is prepaiing a piat of the above referenced sectionm,
which will show mineral interest owners.

At this time, I should point out that I don't believe that there is a
legal requirement that the petitioner in a forced pooling case has

to contact the mineral owners. Rule 1204 of the OCD's ru%eS»on pro-
cedure specifies that publication is an approved method of giving legal
notice of a hearing. By sending out letters to mineral owners, petit-
ioner was merely making doubly sure that all mineral owners would

have notice.

Sincerley,

(AL A~
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JOHN M. CARAWAY RLSBAD, NEW MEX saz
JAMES W. KLIPSTINE, JR. ca » N MEXICO 20

PERRY C.ABERNETHY

McCORMICK anp FORBE

DON G. MECORMICK ATTORNEYS AT LAW ’
JAY W. FORBES )
BUJAC BUILDING
THOMAS L. MAREK OiL con
ROGER E.YARBRO P. 0. BOX 1718 L SEWATIONMSBNM-W.

11 June 1979

Energy and Minerals Department
011 Couservation Division

P.0. dox 2088

Santa Fe, New Mexico 87503

Attention: Mr. Joe D. Raney
Divisfon Director

Re: Case No. 6365
Docket No. 34-78

Dear Mr. Raney:

As I previously advised you, Riverside Country Ciub as a corporation of
Carlsbad, New Mexico, had filed a quiet title suit against Michael P.
Grace and Corinne Grace, involving lands in the W' of Section 25, Town-
ship 21 South, Range 26 East. The above cited cace number in your
Adeizdon Livolved aun accempt by Mr. and Mrs. Grace to force-pool the
320 acres in the Ws of said Section.

Mr. and Mrs. Grace removed the case from the District Court to the U.S.
District Court and a trial was held in Roswell on 1 May. On 6 June 1979,
Judge Edwin L. Mechem handed down his Memorandum Opinion and Judgment,
coples of which are enclosed herewith. You will see from the Memorandwm
Opinion that the Judge held that the attempted volumtary pooling by Mr.
and Mrs. Grace was a nullity, and that the lease on tke lands of the
Riverside Comtry Clith had expired on 3 April 1578. Therefore, 1 pre-
sume that the 0il1 Conservation Division can now dismiss the pending
Petition of Mr. and Mrs. Grace. If you do so, I would like to have a
copy of the Order of Dismissal.

I am sending a copy of this letter to Dahl L. Harris, Esquire, who was
attorney for Mr. and Mrs. Grace before the 0il1 Conservation Division
and alsc in Federal Court. 1 also am sending a copy of this letter and
enclosures to Harold F. Olson, Director of the Department of Game and
Fish, who have land in the same half Section which had been leased

to Mrs. Grace.

Very truly yours,
c::a_____f A %."
Don G. McCormick
DGM: cb
Encls

Copy: Dahl L. Harris, Esquire
Harold F. Olson (w/Enclosures)
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e TR ‘ | " OIL GONSERVATION DIVISION
B SANTA FE
ReLORMIE, ‘m& "rﬁax?: UNITED STATES DISTRICT COURT F I L E D )
FOR THE DISTRICT OF NEW MEXICO UNITED STATES DISTRICI COMT | ’ ’

ALBUQUERQUE, NEW MEXICD
JUN 61973
RIVERSIDE COUNTRY <LYUB, o
a corporation,

Plaintiff,

-

v. No. 78-907-M Civil

MICHAEL P. GRACE and
CORINNE GRACE,

SNTERED ON DOCKEY
AN 7 K0

—

Pt St mt Pt Rt Papl Brs® Pt P Bt S

Defendants,

MEMORANDUM OPINION

Plaintiff files this guiet title action alleging it
~is "owner in fee simple of all the oil, gas and other
minerals lying in and under . . . “the Southwest 1/4

of Seéti

25, Township 21 South, Range 2£ East, Rddy

Ccunty, New Mexico (hercinafter referred to as the SW
1/4 Section 25). Defendants claim to hold valid leasing
agreements o -the SW 1/4 Seciion 25 and thus resist the
pPlaintiff's action. Defendants filed a counterclaim,
but waived that claim at trial. Having heard the case
at“hénch trial, the following will constitute Findings
of Fact and Conclusions of Law. I conclude in favor of
the plaintiff.

Jurisdiction is present. The plaintiff, Riverside
Country Club, is a New Mexico corporation with its glace
of business in New Mexico. The defendants, Michael P.
Grace and Corinne Grace, are citizens of California. The

»~» amount in controversy exceeds $10,000. The action was
brought in New Mexico District Court, Eddy County, and
was removed pursuant to 28 USC 1441.
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On April 3, 1973, plaintiff, as lessor, and defendants,

as lessee, entered into a mineral lease of 123.5 acres of

s e i e ap SO
L]

the SW 1/4 Section 25. The lease provided for a primary

e
A o gt NS

tern of five years and “as long thereafter as oil or gas,

is produced from said land or land with which raid land

- is pooled.™ The lease granted pooling rights. It further

declared:

If at the expiration of the primary
term oil or gas is not being produced
but lessee is then engaged in opera-
. : tions for drilling or reworking of

‘ any well, this lease shall remain in
force so long as such operations are
diligently prosecnted with no cessa-

r
tion of more than 60 consecutive days,

In addition to the lease granted defendants by the

plaintiff, the deféndant Corinne Grace held another lease
of 60 to 70 acres in the SW 1/4 of Section 25 granted her
by the New Mexico Game Commission. The two tracts leaséd
by defendants were not contiguous and together totalled

less than 200 acres. Other interests in the ﬁest half

Section 25 included o0il and gas leases held by Texas 0il . - ’ .
and Gas Company and Cities Service 0il Company, 55 small
tracts subdivided for housing, and a 10-acre unleased

tract owned by the First Presbyterian Church of Carlsbad.

On the morning of april 3, 1978, the defendants filed
a Declaration of Pooling Unit with the County Clerk of

Eddy County. The Declaration purported to pool the defend-

ants' lease from the plaintiff and the defendants' lease

from the State Game Commission into a pooled unit for the

=
=
=
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purposé of drilling a well to the Morrow form:*ion. All
the West half of Section 25 was designated as a 320-acre
unit into which the lesases were pooled.

Also on April 3, 1978, the defendant Michael Grace -
filed for a permit to 4rill a well to a projected depth of

4
U

.

-2- , : .

- T

{

I

|
|

s
+

L e i ok L
R R A PR e 7

|
i



o v R W 1 R

,ﬁlll interest owners, defeadants' attempted pooling left

11,500 feet on the State Game Commission Land. This well
was spudded just prior to midnight on April 3, 1978. Notice
was filed on April 5, 1978, with the New Mexico 0il Conserva-
tion Commissicn stating that the well had been spudded to
a depth of_2 1/2 feet. According to a second notice filed
with the 0il Conservation Commission, the well's depth on
February 2, 1979, was still 403 feet.

By the Declaration of Pooling filed april 3, 1978, and
the drilling of a well spudded prior to midnight April 3,
1978, the defendants argué that the five-year term.of the
lease granted bf piaintiff is extended, making this 1973
lease still in effect. The defendants lose on three points.
The Declaration of Pooling was ineffective and could not
serve to unitize Jefendantis' leaschcld interests or any
other interest in Section 25. The five~year primary term
of the 1973 lease expired April 3, 1978, despite the drill-
ing of 2 1/2 feet on that date. 1In addition, even if the
primary term of the 1573 lease Lad been extended, the
cessation of work on the well begun April 3, 1978, exceeded
60 days and the lease expired by its own terms.

pDefendants' attempted pooling on April 3, 1978, is a

'

nullity. All wells in Lea, Chaves, Eddy and Roosevelt
Counties of New Mexico drilled for gas to the Morrow forma-
+ion must be drilled on units of 320 surface contiguous

acres comprising any two contiguous quarter sections of a

single governmental section. New Mexico 0il Conservation

Commission Rule 104E.I.(a) and C.IXI.(a). Separately owned
tracts are pooled either voluntary, that is by consent of
all parties holding a valid interest in the area to be -

pooled or by force, that is by order of the 0il cOnserva-

tion Connission. 70-2-17 NHSB 19?8. By failing to include

I
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more than 126 acres of the West 1/2 of Section 25 unpooled.

—-—

$Siing zights aranted in Aefendants' lease from plain-

tiff, when exercised, can only be valid if the attempted

pooling compiies with New Mexico pooling and spacing require-
ments. In the present instance pooling must have included
- 320 surface éontiguous acres., Defendants' attempted pooling

fails, then, because it did not include all owners of
interest and did not pool 320 surface coﬁtiguous_acres.

The well drilled April 3, 1978, on the State Game
Commission laﬁd thus could not serve to extend a iease on
other land. In addition to zbsence of lawful pooling, the

opgfations begnun on April 3, 1978, were not bona fide drill-

ing operations. The defendants had made littlé, if any,
plans to drill a well to the projected depth of 11,500 feet.
No financing arrangements had been made.. The cable tool
employed was an unrealistic method for reaching the pro-
jected depth and site preparations for rotary drilling were
nevef made. then junk appea;ed in the hole, defendants made
no attempt to protect or stand watch over the‘hole so as to
. continue their operations unabated. 1In spite of testimony
at trial that 4drilling and work was taking place at the well
site, thc woll zems feet for severai months. No
facts exist to support defendants’ contention that diligeqt.

operations vere taking’place on the site nor even that the

well begun April 3, 1978, was in good faith ever ;ntended to
be more than a pretext for propelling defendants® lease past
its primary term. ’ ' ‘

Defendants’ drilling operations on the State Game
Commission land were sporadic at most. In order for the
PPy POy P T v

- defendants' lease £o Lo presently valid AdAsfendants' pooling

+* need be legal and effective, defendants' well on the State
Game Commission land need hé'a bona fide operation, and
defendants’ continued drilling operations on that well
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need be coatinuous, "with no cessation of more than 60

- vt ~oMVEY s Wﬁ*i‘&‘
*
"

consecutive days." The defendants' did not proceed in a
continuous effort on thé well begun April 3, 1978. The
? rig on the well site remained there inactive for more than
» 60 days at a time. Defendants' agent, or employee, might
-~ * have made brief visits to the site for the appearance of.
activity, but such random and brief visits cannot comnsti-
tute diligent and continuous drilling operations.
The previously granted lease from the plaintiff
claimed here by the defendants Michael P. Grace and Corinne
Grace to the SW 1/4 of Section 25 has expired. Other persons
unknown who might have some claim, title, lien or interest
in the plaintiff's land have not come forward. The plain-

tiff is therefore entitled to a declaration of its estate.

Plaintiff's title to the land made the subject of this
suit is to be forever'quieted and set at rest. Judgment

will be entered accbrdingly.

ST e

UNITED STATES DISTRICT JUDGE.

v
i




)
.
v

Il

|

l

il

. RIVERSIDE COUNTRY CLus,
& corporation,

A

.?
|

L"

Plaintiff,

|

|

78-907-M civi) ==

I

MICHAEL p. GRACE ang

)
)
)
)
)
v. ) No.
; .
CORINNE GRACE, }
)
)

Defendantg,

This case having been heard at bench trial, ang a

Memorandun Opinion having beep entered, and the issues

Country Club ang against the defendants Michael P. Grace ang =
e
Corinne Grace
]
rem—d
IT 18 THEREFORE ORDERED, DECREED AND ADJUDGED that the ==
Plaintiff's title to that land in £ddy County, New Mexico, =
described as: ==
That part of sw 1/4, Section 25, Township 21 éé%é%
South, Range 26 East, N.M.P.NX., described as
follows: Beginning at the center of Section 25;
thence South along the East line of the sw 1/4 of
Section 25, a distance of 595 feet; thence South

Woet 45 ihe center of therﬁed of the Pecos River;

is forever quieted and set to rest. The defenaan:. Hichael

;
g
e
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? ; ' Plaintiff are estopped and forever barred from having
E ; or claiming any lien upon, or any right or title to the
premises here described,
f * IT IS FURTHER ORDERED that the bond deposited by
5 ' the defendhntg with the Clerk of the Court in compliance
f wich 28 usc 1446(d) be ang hereby is exonerated and dis-.
~ charged, the Clerk of the Court to pay' tc the defendants
the amount of $500.00.
UNITE{STATES DISTRICT JUDGE -
- -2-
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Michusl P Grace O

-

N e ; Corinne Grace
- ‘glb l'{ P O.80X 14t8
\\'UV - f/ CARLSEAD , NEW MEXICO 88220

.+ October 23, 1978
NI

S

N J"DL“.A
[
-

Mr. Dahl Barris

Suite 418

2 Park Central Tower

300 San Mateo N.E.
Albuquerque, New Mexico 87108

Dear Mr., Earris: RE: Force Pooling W/2 Sec.25,T21S,R26E
Bddy County, New Mexico

Enclosed you will find a copy of the form letter which was sent out

to each of the mineral interest owners in the ¥W/2 of the above section,
a copy of the certified and return receipts for each of theae letters
(there are a few of the return receipt have not come back in as
yet);: a copy of three letters we have received in response to this and
belovw is listed the names of people who have called.

1. Mr. Christopher Magee . S. Mr. Lewis Thompson

2. Mr. Arlan Fennex Se ¥, O2v]1 Giandrens
3. ¥Mr. Jexrry Siebarg

Each of these peopls said they were not interested in joining in the
drilling of the well or farming out.

I am also enclosing another copy of the mineral interest owners in this
1/2 esection and the receipts are put in the same order as the names appear.

if thers is suything else that ycu need please advise.
erely yours,
! !/
{ I - "' .’, ) ; rs 'o‘ 7 ; -‘
> &a@vza:; «’(f,’zé’;‘-s'-"é:(;,éu
Juanita Jones Wildberger, Agent
for Michael P. Grace II

35w

encl.
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Michael P. Grace II
Corrme Grace

! v.O.mom s
CAMLEBAD, NEW MENICO S8IR0

Ootober 16, 1978

CERTIFIED MATL - RETURN RECEIFT

ey

Wiliiam B. and Barbera B. Dancy

"1415 S. Country Club Circle

Carlsbed, New Mexico 83220

Dear Mr. & Mrs. Dancy:

Regarding the proposed Burton Flat Undesignated Morrow Working Internst
mt. m cm' Nev Mexico. .

Mishaal P. M,umm.mfm;mmwmutmd
mitfortladﬂ.llinso!alz,oommvieiiiinlacata‘.‘.:theﬂlz
Swtignﬁ.mnzﬁl.lm.n.

Estimsted costs are $655,650.00 for a completed producer and $500,237.00
for a d&xy hole. ’

The unit ares consists of the W/2 Sectiom 25, T8, B26E, N.M.P.M. vith
the following owners: _

Michael P. Grace 38.5%
Corinne Grace _ 21.9%
Texas 0il & Gas 6. :
Josephins Tracy Trust & Lsura . 1/2 int es. in
fracy 6.25%) 4O acres
Cities Sexrvice 12.9%
Presbyterian Church 3.1%
Various unisased minszal intevant
ouners in the Big Sky Bomes Subdivision
and the Country Club area 11 .4%
100.

maowum-moﬂhmmdwatmu:- -
1. n;mnmummm
2. cc-i.ttj.ncmmanafmmtm
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VETERANS ADMINISTRATION
: : Dex: October 20, 1978 REcionaL OrFck
- o Reply 200 GOLD Avenue BW,
: e 340/261 ALBUQUERQUE. N. MEX. 87102
i Juanita J. Wildberger
; Agent for Michael P. Grace
: P. 0. Box 1418
Carlsbad, NM 88220
»
With reference to your letter dated October 16, 1978 concerning
the proposed Burton Flat, etc. unit, we cannot idenify thase !
_ properties, in which the VA has an interest, from the description ;
; furnished. , |
, We may consider any joinder in such a proposal only on the basis i
of the individual properties involved. Upon receipt of the
| i{dentification of each such property, i.e., Lot and Block number
{ and street address, we will give further consideration to your
l proposal.
!i / » /‘7 E
‘ o K7 . i
| bl |
é ROBERT C. GROMAN ,
‘; Chiaf. loan Service and Claime .
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