. GFIYNBEFIG PETROLEUM co MPANY

5000 SOUTH QUEBEC

SA e PHONE 303 - 850-7490

- -TELEX: 45-4497 ENERGYDVR -~ -
CTELECOPIER: 303 - 753-9997 .. .

Octcber 18, 1984 EXPRESS MAIL

0il Conservation Commission

P. O. Box 2088

Santa Fe, New Mexico 82724-34
RE

ATTENTION: Mr. R. L. Stamets CEIVED

Acting Director

OCT 2 1984

RE: Amendatory letter to the Application OlL Co
of Jack J. Grynberg to Amend NMRWWmNDNmmN
Commission Order No. R-6873
Dated October 5, 1984

Gentlemen:

The purpose of this letter 1is to further clarify
Applicant's intentions in the filing of the above referenced
application.

Applicant requests that the following provision be
incorporated into his October 5, 1984 Application:

If, in the drilling of the second Prepermian Well on the
previously established 320 acre standard spacing and
proration unit, Applicant encounters shows of production
at a shallower horizon Applicant will make every attempt
as a prudent Operator to complete said zone and establish
production.

Applicant will participate for his 24.6123554% working
interest in any well drilled on the previously establish-~
ed 320 acre spacing and proration unit in accordance

with Commission Order No. R-6873 and as outlined in

in Exhibit "A" to the October 5, 1984 Application.

iéQK J. GRYNB :
S/1Sau >t e

Susan Stone
Senior Petroleum Landman

SSs/pjr
Enclosures as stated



Amendatory Letter of Jack J. Grynberg, No. R-6873
October 18, 1984

cc: To the following CERTIFIED MAIL, RETURN RECEIPT REQUESTED

Harvey E. Yates Company

Explorers Petroleum Corp.

Spiral, Inc.

Securityv National Bank Bldg., Suite 300
Roswell, NM 88201

Yates Energy Corp.
Fred G. Yates, Inc.
Security National Bank Bldg., Suite 919
Roswell, NM 88201

Seymour Smith

David Smith

#7 So., Dearborn Street, Suite 803
Chicago, IL 60602

Cibola Energy Corp.
1005 Marquette
Albugquerque, NM 87103

Fred Pool Drilling Company
114 East 4th Street
Roswell, NM 88201

McClellan 0il Corporation

500 North Main

Sunwest Bank Bldg., Suite 1000
Roswell, NM 88201

Plains Radio & Broadcasting Co., Inc.
6th and Tyler, Texas American Bank Bldg.
Amarillo, TX 79105

Bearing Services
701 East Main
Artesia, NM 88210

Connie Energy
1012 East Lincoln Road
Hobbs, NM 88240

XY, Ltd., a Limited Partnership

James T. Jennings

500 North Main Southwest Bank Bldg., #1012
Roswell, NM 88201



' BRYNBERG PETROLEUM COMPANY

5000 SOUTH QUEBEC e SUITE 500 e DENVER, COLORADO 80237 USA @ PHONE 303 - 850-7490

TELEX: 45-4497 ENERGY DVR
TELECOPIER: 303 - 753-9997

October 18, 1984

0il Conservation Commission EXPRESS MAIL
P, O, 2088
Santa Fe, New Mexico 87501-34

RECEIVED
ATTENTION: Ms. Floreen Davidson :

— OCT 2~ 1984
RE: Amendment Letter to the Application '

of Jack J. Grynberg to Amend

OiL ¢
Commission Order No. R-6873 ON&RWWWNWW&WV

Dear Ms. Davidson:

Enclosed please find one original and two copies of the
above referenced Amendatory Letter.

Also, enclosed is a request to continue the hearing on the
above referenced matter to a date subsequent to December 3,
1984.

If you require further information, please advise.
Sincerely,
<E}RYNBERG PET _@UM COMPANY
OhSau £ o

Susan Stone
Senior Petroleum Landman

SS/pir
Enclosures as stated

NOTE: Please refer to page two of this letter for all persons
receiving a copy of same, being sent CERTIFIED MAIL-
RETURN RECEIPT REQUESTED.



Amendatory Letter of Jack J. Grynberg, No. R-6873
October 18, 1984

cc: To the following CERTIFIED MAIL, RETURN RECEIPT REQUESTED

Harvey E. Yates Company

Explorers Petroleum Corp.

Spiral, Inc.

Securitv National Bank Bldg., Suite 300
Roswell, NM 88201

Yates Energy Corp.
Fred G. Yates, Inc.
Security National Bank Bldg., Suite 919
Roswell, NM 88201

Seymour Smith

David Smith -

#7 So. Dearborn Street, Suite 803
Chicago, IL 60602

Cibola Energy Corp.
1005 Marquette
Albuquerque, NM 87103

Fred Pool Drilling Company
114 East 4th Street
Roswell, NM 88201

McClellan 0il Corporation

500 North Main

Sunwest Bank Bldg., Suite 1000
Roswell, NM 88201

Plains Radio & Broadcasting Co., Inc.
6th and Tyler, Texas American Bank Bldg.
Amarilleo, TX 79105

Bearing Services
701 East Main
Artesia, NM 88210

Connie Energv
1012 East Lincoln Road
Hobbs, NM 88240

XY, Ltd., a Limited Partnership

James T, Jennings

500 North Main Southwest Bank Bldg., #1012
Roswell, NM 88201



BEFORE THE OIL CONSERVATION COMMISSION
ENERGY AND MINERAL DEPARTMENT

OF THE 0
STATE OF NEW MEXICO aviilag
o
Y S
‘B Q“W
IN THE MATTER OF THE APPLICATION OF NN
JACK J. GRYNBERG TO AMEND COMMISSION oW

ORDER NO. R-6873 TO PROVIDE FOR THE
DRILLING OF A SECOND WELL AT AN
UNORTHODOX LOCATION ON THE 320-ACRE
PRORATION UNIT, TO CHANGE THE
OPERATOR AND TO DETERMINE THE RISK
FACTOR AND OVERHEAD CHARGES, CHAVES
COUNTY, NEW MEXICO.

Case No. 8400

N N Nt N N S N Nt N ot

APPLICATION FOR REHEARING

The applicant, Jack J. Grynberg ("Grynberg"), hereby
applies for rehearing of the Order entered herein on December
6, 1985, pursuant to Section 70-2-25, NMSA 1978, and Rule 1222
of the 0.C.C., and as grounds herefor states:

POINT 1
ORDER NO. R-6873-A IS ERRONEOUS AS A
MATTER OF LAW BECAUSE GRYNBERG HAS AN

UNDIVIDED FRACTIONAL INTEREST IN ALL
PRODUCTION UNDERLYING THE POOLED 320-ACRE UNIT

The Order of the Commission entered herein on December
6, 1985 (attached hereto as Exhibit "A"), is believed by the

applicant to be erroneous insofar as the Commission determined

0




(27) The W/2 of said Section 18 is a spacing

or proration unit in Pre Permian gas zones

only.

(28) The provisions of said Order No. R-6873

do not confer any interest in the SW/4 of

said Section 18 to Grynberg in any formation

or interval other than Pre Permian gas zones.

(29) Any order entered in this case granting

Grynberg's application should be limited to

Pre Permian gas zones.

Order (Exhibit "A"), pages 3-4.

Grynberg submits that these findings by the Commission
and the Order entered thereon are erroneous as a matter of law
and that, by virtue of Order R-6873, Grynberg owns an
undividied 24.6% proportional interest in all production from
the pooled formations underlying the previously established
320-acre unit.

The effect of compulsory pooling upon the ownership of

production obtained from the spacing or proration unit created

by a pooling order is specified in Section 70-2-17(C), NMSA

1978, which provides in pertinent part as follows:

All operations for the pooled oil or gas, or
both, which are conducted on any portion of
the unit shall be deemed for all purposes to
have been conducted upon each tract within
the unit by the owner or owners of such
tract. For the purpose of determining the
portions of production owned by the persons
owning interest in the pooled oil or gas, or
both, such production shall be allocated to
the respective tracts within the unit in the
proportion that the number of surface acres

Application for Rehearing - Page 2



included within each tract bears to the
number of surface acres included in the
entire unit. The portion of the production
allocated to the owner or owners of each
tract or interest included in a well spacing
or proration unit formed by a pooling order
shall, when produced, be considered as if
produced from the separately owned tract or
interest by a well drilled thereon.

(Emphasis supplied).

The courts have commonly described the effect of
voluntary and compulsory pooling as a form of consolidation or
merger of all the interests in the pooled formations. See,

Parkin v. State Corp. Com'n of Kansas, 234 Kan. 994, 677 P.2d

991, 1002, (1984). Owners of the mineral rights and interests
in a particular tract of land surrender all right to conduct
individual drilling operations on that particular tract, and in
lieu thereof, they become entitled to a proportional share in

the total unit production. Young v. West Edmond Hunton Lime

Unit, 275 P.2d 304, 308 (Okla. 1954). Separate interests
within the unit are converted into a common interest as far as
the development of the unit is concerned, regardless of where
the well or the production is located within the unit. Mire v.
Hawkins, 186 So.2d 591, 596 (La. 1966). |If the drilling effort
is successful, the resulting production, to which all tracts
are deemed to contribute, is distributed to all interests in
the proportion to which their acreage in the unit bears to the

entire acreage. Section 70-2-17(C), supra; Mire, supra, 186

Application for Rehearing - Page 3



So.2d at 596; Ragsdale v. Superior 0Oil Co., 237 N.E.2d 492, 494

(111. 1968).
In this case, Order R-6873 provides unequivocally that

all mineral interests, whatever they may be, down through the

Ordovician formation underliying the W/2 of Section 18 are

pooled to form a standard 320-acre gas spacing and proration
unit. The "pooled" mineral interests include, among others,
the Fusselman and Abo formations, which are objective
formations for the proposed second well.' Grynberg owns the
working interest in approximately 80 acres, or 24.6% of the
320-acre unit, from the surface to the Ordovician formation.
Heyco and others own the working interest in the remainder of
the pooled wunit. Consequently, by operation of Section
70-2-17(C), supra, and Order R-6873, the various interests in
the separate tracts comprising the 320-acre unit have been

consol idated as a matter of law into an undivided ownership of

"It must be recognized that the compulsory pooling of all
formations underlying the W/2 of Section 18, from the surface
to the Ordovician, was specifically requested by HEYCO in its
Amended Application filed October 21, 1981, in Case No. 7390.
Indeed, the fact that all formations were pooled into a single
320-acre unit was clearly HEYCO's purpose. In its original
Application in Case No. 7390, filed September 29, 1981, HEYCO
sought to pool only the mineral interests in the Mississippian
formation. By its first amended application filed October 13,
1981, the request for compulsory pooling was modified to "cover
all formations from the surface through the Mississippian
formation.” Finally, in HEYCO's second amended application,
filed October 21, 1981, the request for compulsory pooling was
modified to "cover from the surface to all depths."

Application for Rehearing - Page 4



the entire unit. Grynberg, as a result, owns an undivided
24 .67% fractional interest in all production from the pooled
mineral interests, whatever they may be, from the surface to
the Ordovician formation underlying the 320-acre unit.

Because the statute mandates that all operations for
the pooled gas conducted on any portion of the unit are to be
deemed for all purposes to have been conducted upon each tract
within the unit, Grynberg is entitled under Order R-6873 to his
proportional share of the production from each of the pooled
formations in the unit, irrespective of the location of the

well or the actual location of the production. See, Ragsdale

v. Superior Oil Company, supra at 494, ("The oil produced is

pooled, regardless of the separate tract or tracts upon which
the wells are located and from which the oil is produced.").

This principle is illustrated in Texas Oil and Gas

Corporation v. Rein, 534 P.2d 1277 (Okla. 1975), a case having

facts similar to those presented here. In Rein, the Oklahoma

Corporation Commission granted an application to amend a prior

drilling and spacing order so as to permit the drilling of a
second well within a previously established 640-acre unit.
Evidence was introduced that the well which was originally

authorized and drilled could not compete for hydrocarbons
underlying the unit and that a second well at the proposed

location would arrest uncompensated drainage.

Application for Rehearing - Page 5



The application was opposed on the basis that the

applicant did not own any interest in the S/2 of the S/2 of the

unit where the proposed well was to be located. In affirming
the Commission's order granting authority to drill the second
well at the proposed location, the Oklahoma Supreme Court

observed that the previous order had pooled the formations

underlying the entire 640-acre unit, and that the applicant

owned the leasehold interest in the north 480 acres of the
unit. Relying on certain provisions of the Oklahoma statutes
on compulsory pooling which are in substance the same as the
statutes and regulations applicable in New Mexico, the Court

held:

We have previously held that the Commission
has considerable discretion in determining
which owner is entitled to drill and operate
the unit well. [Citation omitted.] We
conc lude that §87.1(b) authorizes the
Commission to establish the well location at
any location upon the spacing unit and that
§87.1(d) authorizes the Commission to pool
the working interest within the spacing unit
and designate an operator to drill and
operate the well at the designated well
location. To hold otherwise would frustrate
the intent of the Act because the owner
desiring to drill would not be entitled to
do so unless he held a lease covering the
well location designated by the Commission.

534 P.2d at 1279 (Emphasis supplied).
It is clear from the foregoing that Grynberg owns an

undivided 24.6% interest in all production from the pooled

Application for Rehearing - Page 6



formations within the 320-acre unit, irrespective of where the

well producing the pooled formations may be located on the
unit. Accordingly, should the proposed second well be drilled,
as authorized by the Commission, and ultimately found to be
productive in both the Fusselman and Abo formations at the
proposed location, Grynberg's interest in that production would
be 24.6% of the total production.

POINT |1

THE ORDER IS NOT BASED ON COMPETENT LEGAL EVIDENCE

This case was principally heard on September 18,
1985. At that time Harvey E. Yates Company ("HEYCO") made a
"statement"” by attorney William F. Carr. (9-18-85 TR. 5-7)
Competent and qualified expert evidence was presented by
applicant through the sworn testimony of Professor Bruce Kramer
on the effect of pooling Order R-6873 issued pursuant to
§70-2-17(c), NMSA 1978. Essentially he stated that the Order
accomplished a "unification of ownership, whether it be royalty
or operating interest . . . and essentially you erase all
internal boundary lines and the boundary lines of the new
ownership criteria are those which are set forth in the
compulsory order." (9-18-85 TR. 35-36). Instead of Grynberg
having a specified 80 acres in the 320 acre unit (approximately

24 .6%) he has 24.6% in each acre in the unit.

Application for Rehearing - Page 7



Because of certain technical defects in the notice,
the case was readvertised for the Commission docket of October
17, 1985. Again HEYCO did not present a single witness to be
placed under oath and cross-examined. This time it was
represented by attorney A. J. Losee who presented unsworn
argument and offered two exhibits (10-17-85 TR. 4-19). In an
informal exchange the Chairman remarked that he would "like to
know how or who HEYCO is paying in the Abo formation
(10-17-85 TR. 17) . . . something showing the ownership in that
half section --" (10-17-85 TR. 18). At the close of the
hearing the parties were allowed ten (10) days to file
"whatever other submittals there are, to submit proposed orders
in this case." (10-17-85 TR. 28). The applicant submitted a
proposed form of order in a timely manner

On November 13, 1985, over three weeks after the
hearing was closed, HEYCO filed with the Commission (1) a
letter from Attorney A. J. Losee dated November 11, 1985, (2) a
proposed form of order, (3) a brief, (4) a copy of a document
styled Harvey E. Yates Company Amended Gas Division Order,
(Seymour State #1 Abo Zone Only), (5) a copy of a document
styled Harvey E. Yates Company Amended Gas Division Order
(Seymour State #1 Atoka Zone Only), (6) First Supplemental
Opinion of Title, December 13, 1983 by S. B. Christy, 1V,

related to the subject one-half section, and (7) Opinion of

Application for Rehearing - Page 8



Title, April 12, 1983, by S. B. Christy, 1V, likewise on the
subject land. Items (4) through (7) purport to state legal
opinions as to title to leases and the mineral estate for
Section 18. Mr. Losee's letter, item (1) relies on these for
meaning on the issue of the affect on pooling of the 320 acre
unit by Order R-6873.

There is no attributable source of the division
orders. They track, however, the title opinions. The title
opinions are by an attorney who has a fractional interest in
the property as does his law partner, James T. Jennings. On
their face the opinions were issued to HEYCO for its use. To
the self-interest of the Yates group the opinions attribute a
43% interest in Grynberg in the Abo formation and 21.5% in the
Atoka (Pre Permian) . Since Grynberg is non-consent in the
Seymour State #1 this works to apply more of his share to
drilling costs on a well that will never pay-out. The authors
of all of the title papers (items (4) through (7)) were never
present at the hearing to be sworn, to be qualified as experts,
to confront the applicant and to be cross-examined. Besides
the objections and deficiencies that would have emerged from
that process this non-hearing evidence is subject to fatal
competence and relevance objections. Yet, it necessarily
follows from the content of the order in this case that those

materials form the sole basis for the decision.
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Rule 1212 of this Commission requires that its Order
be supported by "competent legal evidence." Such is required

by law aside from the rule. Duke City Lumber Co. v. New Mexico

Environmental Improvement Board, 101 N.M. 291, 681 P.2d 717

(1984). Mere uncorroborated hearsay or rumor does not
constitute substantial evidence upon which an administrative

decision must be Dbased. McWood Corporation V. State

Corporation Commission, 78 N.M. 319, 431 P.2d 52 (1967);

Ferguson - Steere Motor Co. v. State Corporation Commission, 63

N.M. 137, 314 P.2d 894 (1957). The "evidence" submitted by
HEYCO was pure hearsay and cannot, as a matter of law, serve as
any support for the Commission's Order. The contents of the
written materials submitted were from a unsworn witnesses who
was not subject to cross-examination and whose testimony was
not provided at or prior to the hearing so that Grynberg could
prepare to meet it.

Compounding the defect in the quality of the evidence
was the timing of it.

Hearings before administrative bodies need

not be conducted generally with the

formality of a court hearing or trial, but

the procedure before such bodies must be
consistent with the essentials of a fair

trial.

Fergqguson - Steere Motor Co. v. State
Corporation Commission, supra, 314 P.2d at
898.

Application for Rehearing - Page 10



In Transcontinental Bus System, Inc. v. State Corporation

Commission, 56 N.M. 158, 241 P.2d 829 (1952), an administrative
order of the State Corporation Commission was reversed on the
grounds that the Commission considered one of its own rulings
in another case which it had rendered two days after the

hearing on the case before it. The court held as follows:

The Commission is authorized only to make
its decision upon the evidence adduced at
the hearing and made a part of the record.
. The appellant was entitled to a
hearing as provided by law, conducted fairly
and impartially, with an opportunity to
introduce evidence to refute or modify any
matters or facts which the Commission might
take into consideration in reaching its
decision.

Id., 241 P.2d at 841. (Emphasis added).
The court concluded that the Commission's action violated not
only the statute requiring a hearing but the state and federal
constitutions as well. 1Id., 241 P.2d at 843. See also, First

National Bank v. Bernalillo County Valuation Protest Board, 90

N.M. 110, 560 P.2d 174, 180 (Ct.App. 1977) (Hernandez, J.,

concurring).
Accordingly, the unsworn hearsay belatedly submitted
by HEYCO cannot be considered by the Commission and cannot

support its Order.
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CONCLUSION

Accordingly, Grynberg respectfully applies for
rehearing of the Order of December 6, 1985, and that upon such
rehearing the Commission modify that Order to provide that
Grynberg owns an undivided 24.6% proportional interest in all
production from the pooled formations underlying the previously

established 320-acre unit.

Respectfully submitted,

JONES, GALLEGOS, SNEAD & WERTHEIM, P.A.
Attorneys for Applicant Jack J. Grynberg

By Q? %
. E. GALLEGOS Sg
ost Office Box 227228
Santa Fe, New Mexico 87504-2228
(505) 982-2691

CERTIFICATE OF MAILING

It is hereby certified that on the 26th day of
December, 1985, a true and correct copy of the foregoing
Application for Rehearing was mailed to counsel of record, A.
J. Losee, Esq., Post Office Drawer 239, Artesia, New Mexico

88211, by first-class mail, postage prepaid.

J. €. GALLEGOS P/

7930A
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BY TEZ CCMMISSICN:

This cause came on for hearing at 9:00 a.m. on October 17,
1985, at Santa Fe, New Mexico, before the 0il Conservation
Commigsion of New Mexico, hereinafter referred to as the
*"Commission." _ S

*XCW, on this Qay of December, 1985, the
Commission, a guoraR® Deing presext, having consildered the
testimony presented and the exhibits received at said hearing,
and being fully advised in the premises, :

FINDS THAT:

(1) Due public notice having been given as required by
law, the Commission has jurisdiction of this cause and the
subject matter thereof. o

(2) The applicant, Cack J. Grynberg, (Grynberg) seeks the
amendment of Commission Order No. R-6873 to: 1) allow for the
€rilling of a second Pre Permian and Abo gas well at an
unorthodox gas well location in the SW/4 SW/4 of Section 18,
Township 9 South, Range 27 East, on an established 320-acre
proration .unit; 2) declare the applicant to be the operator of
the second well or, in the alternative, to be the operator of
the unit; and 3) establish a risk factor and overhead charges

for the new well. )

{3) Commission Order No. R-6873, entered January 17,
1982, pooled "all mineral interests, whatever they may be, down
through the Ordovician formation underlying the W/2 of Section
18, Township 9 South, Range 27 East, NMPM, Chaves County, New

EXHIBIT “A"
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Order No. R-6873-A : : .

Hexico,® "to form a standard 3Z0-acre gas spacing and proration
unit to .be dedicated to a well to be drilled at a standard
location on said 320-acrxe tracet.”

{3} Seld orfar fuxiliar dasignoied Zozwesr I. U3tss Coopenr”
{ZZICC) as the operatcr of the "sub‘ect -vell and unis”,

i3 Said sociiag and opsrater designacticn zcck zlasa
-c--ct‘.g ice and hearing ané under provisions cf cSection
T0=2=17 C ?ﬁS;, {1272},

{g) =ZICC ;*~=eq"e tly érilled ané ccmpleted its Sevmour

State Com Well ¥o, 1 in the SW,4 N¥W/4 cf zaié Sscticn 13.

b

{7) Said well was completed as a dual gas wel’
production from =he Abo Tormaticn ané the Pre Permian

formaticn.

LY o

i
i
[~

a

&'
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(8) The records of the Cil Conservation Divisicn
(Division) reflect that the operator filed acreage dedication
plats for the KW/4 and W/2 of said Section 18 for the Abo
fo:mation and the Prc Pcrnian, rospoet;vcly.

(2) Tke ,edica icns described in ‘ina;ng Paracraph No.
(8) above represent standard spacing or proration units for
each of the formations’ in said dually completed well.

(10) While said well now continues to prcduce frem the Abo

formation it has not produced from the Pre Pe:m;an since
November 1984.

(11) Said well is not a commercial well in the Pre
Per@ian. C

: {(12) nynbcrg is the owner of d lease consisting of the
E/2 NW/4 of said Section 18 which was pooled under said Order
No. R-6873.

(13{ Grynberg chose not to participate in the drilling of
thq Seymour State Com Will FNo. 1.

(14) Grynberg hns rcqnaatod that HEYCO 4rill a second well

on the W/2 of said s.ctian 18 in ordor to better drain reserves
thereunder.

(15) Grynberg'l proposcd well is at an unorthodox gas well
location in thn swll sw14 of said SQetion 18.

: (16) !ates ha: ehos.a not to drill thc well proposed by
Grynberg. .
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(17) The location proposed by Grynberg is hicher

s#mcbuv:‘?w and ehenlAd Q-l”e anw wall A»illad a2+ &£has 1—-~=4-~n-

- eeln iy e - -

a better onnortunitv to recover the reserves under the snacine
unit thereoy dbetter preventing waste aré vrotectinc corrsla<cive

IRE-3) Mg mwpavigimrnzs AS Cambedam TA_T_TI7 £~ Tmiga 1570
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the overator of a new weil to be drililed on the com oul
pocled unit in quaestion would result in designation oi two
vieLialusld wii Sasd unit and suouid thereriore pe denieaq,

(20) EEICC, as current operator of the compulsorilv pooled
unit, saocu.d Le given a reasonabie opportunicv to Griii the
second well on said unit as proposed by Grrnberao.

- (21) Should HEYCO choose'not to drill the proposed second
well and should Grynberg elect to drill said well, EBEYCO should
be replaced as operator of the affected rooled unit.

{Z2) Should@ Grynberg become cperatcr of the preopesed
second well and unit,. he wonld seek tc complete said well as a
dual gas‘wull in the Abo ard Pre Permian formations.

(23) The stanﬂard spacing unit for the Abo formation would
be the SW/4 of said Section 18.

(24) Grynberg holds no leasehold interest under the SW/4
of said Section 18.

{25) thnberg attemptcd to show that by virtue of the
provisicns of said Division Crder No. R-6873, he had acguired
an interest in the SW/4 of said Section 18 giv1ng him the righ
to drill and cemplete a well above the Pre Permian.

(26) The provisions of Section 70-2-17 C NMSA (1978)
permit the Commission to pool lands within a spacing or
proration unit.

(27) The W/2 of said Section 18 is a spacing or proration
unit in Pre Pernian gas zones only.

{28) -The provisions of said Order No. R-6873 do not confer
any interest in the SW/4 of said Section 18 to Grynberg in any
formation or interval other than Pre Permian gas gones.
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(29) Any order entered in this case granting Gvnberg's
applicaticn skeuld be limitad £o5 Pra2 Permian gas zcaes.

{307 Azl participants in the hearing in this maczer
sTc3cssd that tne well & 2szirnmel 2 groducsien limitazicoa
”

» Ad N T30 sn Adfzas anw afvantama thish —4,—-- a2 ,--,4-,,3

gcwar anvy ciizet Smersscr as a rzsult of the -***e*eﬁ 1::;:;::o"

locz2ticon,

{31} in the abserce of anv svecial rules and veculaticns

Q“Q""“c'\ ing AP nvnﬁﬁsn&inn 3-‘\” -lnmy Dva Ja’m-aq Gﬂ——-_--nu

ctnoow —eo - i o ss

aiorasaid c;oauc ion iimitation factor shculd be appiied
aiast said we¢l's ability to prodice into the pipeline as
sia

dliubaca uv geb..w.u.. wW8ili CAsSTS.
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v 69 ¢F 4,

n' tn [ ]

e

(22 Should Grynkerg subsequently drill and ccmplete a Pre
S3rmi3d G853 WE€ad «d Coé sWse CF said Secticn ié, cae
autnorization of production for the EEYCO Sevmcur State Com
Well No. 1 from the Pre Permian should be suspended until such
time as the parties agree to des*gnate a single operator for
toth wells.

(22) Tha na-bw vv‘h#n‘» rhences l-a ﬁ—l11 g camnand 2211 an &L%o

—— - - N eme wes Soecw

unit pooled under Order Nc. R-6873.should be designated the
operator of such well and the Pre Permian portion of the unit.

(34) Any non-consenting working interest owner should be
afforded the opportunity to pay his share of estimated second
well costs to the operator in lieu of paying his share of
reascnable well costs out of production.

(35) Any non-consenting working interest owner who doces
rot pay his share of estimated second well costs should have
withheld from production his share of the reasconable well costs
plus an additional 200 percent thereof as a reasonable charge
for the risk involved in the drilling of the well.

(36) Any non-consenting interest owner should be afforded
the opportunity to object to the actual second well costs but
that actual well costs should be adopted as the reasonablc well
costs in the absence of such cbjection. )

(37) Following determination of reasonahle second well
costs, any non-consenting working interest owner who has paid
his share of estimated costs should pay to the operator any
amount that reasonable well costs exceed estimated well costs
and should receive from the operator any amount that paid
estimated well costs exceed reasonable well costs.
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{38) $3,550.00 per month while drilling and $355.00 per
month while producing should be fixed as reasonable charges for
supervision (combined Ifixed rates); the operator should be
autiacrizad ot wWilhwoald Irsm priculiica cae picporftlilinéte saacs

2 ; bl s ol h . :
- LR K 3 sSham, asey @ - MmN e e e - A e S SRS ae &= e - - e -~ - ---‘g‘-. -
¢Z cush super—izion charges astrilwuezizle =5 2ach ncn-consanzing

working interest, ané in additicn theretos. the operater shculd
Le zusheorize€ o witilisld Zrom procducTica the prozerticnats
sharz ¢ 3ush suzervisicn charges sTitrilutadle e sach
non-consenting werking interest, an

SC2T8Ter siaculd L& autihicrized to W
procortionate share of actual exo v
cperzting tihe sudsject well, nct in excess ©of wh
reascrable, atiributabls to each non-consenting.

interast,

R O o

[ ]

(29) All proceeds from producticn from the subiect well
which are net distbursed Zor any reascn shculd e pliaced in
escrow to be paid to the true cwner therecf upcn derand and
prcof cf cwnership.

(40) Upon the failure of either HEYCO or Grynberg +to
commence drilling of the second well on said unit on or before
May 1, 1986, this crder should become null and wcid 2rnd cf nc

eiZzsct whatscever.

(41) Sheculd all the parties to this force pooling reach
voluntary agreement subsequent to entry of this order, this
order should thereafter be of no further effect except those
portions dealing with the unorthodox location and production
limitation. ' _— o :

(42) H!YCO and Grynberg should notify the Director of the
Cil Conservation Division in writing of the subseguent
voluntary agreemexnt of all parties subject to the provisions of

this order. =

(43) An order entered in accordance with the above
findings wiil serve to prevent waste and protect correlative
rightl. - ’

IT IS.THEREFORE ORDERED THAT:

{1) Pollowing entry of this order, Jack J. Grynberg
(Grynberg). shall have 30 days in which to request that the
operator of the unit pooled under provisions of Order No.
R-6873 drill a second well to the Pre Permian on said unit as
hereinafter provided. L
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(2) The current unit operator, Harvey E. Yates Ccmpany

(BEYCO), shall hava 29 2ays f2llcowing sucsh sagusst iz whick

0 make a devarminarion €0 Avill ench wall ~r noe

- -——p - - e N - - - e ] - . - “ .
(37 FZIC0 s3hall made such a dexarmainasion in wriiting zetx
- - = - -t -0 - 2 s ~a el - im S - ey ma
.‘.0 J:J.r.‘n::; edws boaé -..-.:‘.:3: C- \-:oa  do s \.v...’.érva-*c; ua.’v;ﬂbcn
/" ™\ doed wmd am
Ler v aveian wéa, o
b oo - E i 2T L el . P g . T - gl
{=) Tgea Zallur2 of HIUCT sither to slect =0 4rxrill such
com T Y , 2 [ 2 i ~ - s pray |
gacend vell cn %the uvalt cor &2 zaka 2 rriitian detarminztica,
= e T - el aemdd Vmmmms =T v e e = e PP
SITNIATT 3l34L, &t i3 cpticn, sseccme tiia cgergtor of a2 unics
- . - e~ - = : b ] e » & 2o A =
and shall €xill z sazconé P-2 Permizn well on the wnit 2t an

unorthodox location, hereby approved, not closer than 660 feet
te the South and West lires of Secticn 18, Tcownship 9 Scuth,
Range 27 Zast, Chaves County, New Mexico.

PROVIDED HUCWEVER TUAT, the overator chall ccrmmence *“he
'@rilling oFf 3213 well on or kefora +he 13t day of May 1925, a=
shall thereaZter continue the drilling of said well with due
diligence to a depth sufficient to test the Pre Permian

formation; =

FRUVIUDL FUNLOBLA 1LAl, Ln the event that neither HEYCO ror
Grynberg @.ects to Giilili such well or commences the drilling of
the well cn cr Lefcre the 1st day of iay, 1536, this order
shall be null and veid and cf ro effect whatscever, unless the.
operator cbtains a time extension frcm the Division for good
cause shown. R S :

' PROVIDED FUREgE; THAT, should said well not be drilled to
completion, or abandonment, within 120 days after commencement
thereof, the operator shall appear before the LCivision Director
and show cause why this order should not be rescinded.

{5) The operdtor of thevsecond Pre Permian well on the
subject unit shall be deterxined in accordance with Crcéering
Paragraphs (1) through (4) above.

(6) After the effective date of this order and within 90
days prior to commencing ‘said well, the operator shall furnish
the Division and each known wodrking interest owner in the
subject unit an itemized schedule of estimated well costs.

(7) Within 30 days from. the date the schedule of
estimated well costs is furnished to him, any non-consenting
vorking interest owner shall have the right to pay his share of
estimated well costs to the operator in lieu of paying his
share of reasonable well costs out of production, and any such
owner who pays his share of estimated well costs as provided
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aktcve shall remain liatle fcr cperating costs but shall not be
lizble for risk charges.

- “.v" =& 2o Ln_ =
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Di-izion ;:: Th2 Tivizizsn has net ciiacted with
1icwing receips ci saié scredule, <he acinal well co
<he reascnablie wesll costs; Dreovidad hewever, toatl
A% CIjecticn e &ectual weélli Sostas wituin said ad-day ©
Sivis:zon wilili ceterxmine raasonabie well costs aiter pusl
actice ancé kearizg.

{2) Within 60 days foilowing determination of reascnakble
well costs, any ncn-consenting working interest cwner who has
naid hie ghare of estimated ccste in acdwvance as providad akcve

oy - a 2 - “a £ Lhp Ammes e =
shall zay 4o the cperatcs his pre rata shess ©f the amcunt Thazt

reasonabie well costs exceed estimated well costs and shall
receive from the operator his pro rata share of the amcunt that
estimated well costs exceed reascnable well costs.

(10) The operator is hereby authorized to withhold the
following costs and charges from production:

{2) The pro-rata share of reasonable well
- costs aetributable to each non-consenting
working interest owner who has not paid
his share of estimated well costs within
30 days from the date the schedule of
estimated well costs is furnished to him.

. (B) As a charge for the risk involved in the
' drilling of the well, 200 percent of the
_pro rata share of reasonable well costs

- attributable to each non-consenting
working interest owner who has not paid
his share cf estimated well costs within
30 days from the date the schedule of
estimated well costs is furnished to him.

(11) The operator shall dist:ibnte said costs and charges

.withheld from production to the parties who advanced the well

costs.

(12) 63,550.00 per month while drilling and $355.00 per
month while producing are hereby fixed as reasonable charges
for supervision (combined fixed rates); the operator is hereby
authorized to withhold from production the proportionate share
of such supervision charges attributable to each non-consenting
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working interest, and in addition thereto, the operator is
herebv authorized to withhold from nroduction the vrovortionate
share of actual expenditures required for overatinag such well.
30T in axXc=ess of wnat are reascnabie, aciributabie tTo =2acn

o2 . P
- o PR B MW A S e Ceman s v e - -
SLN=CTNINTIOG WCIALAG Lntalest.

{13) EAny vnseverzd mineral interes+c shall L2 consideraed 2
saven-elghths (7,8} werking interest anc a cnhe=eigntll (1/9)
rovalty interest for the zurzcse of allccating coszts and
charges under tae terms of this crierx,

{12} Anyv well costs or charges which are to e raid cut of
prcduction shalil be witinneld only from the working iaterest's
share of productionrn, and no costs cr charges ghall he withhelsd
from production attributable to rovalty interests.

(13) Ail prsceeds from production from the subiect well
which are not disbursed for any reason shall irmmediately be
placed in escrow in Chaves County, New Mexico, to be paid to
the true owner thereof upon demand and proof of ownership; the
operator shall notify the Division of the name and address of
said escrow agent within 30 days frcm the date of f£irst deposit
with said escrow agent.

(16) Should all the parties subject tc this order reach
voluntary agreement subsequent to entry thereof, this order
shall thereafter be of no further effect except as to those
provisions relative to the unorthodox well location and
production limitation factor.

{(17) HEYCO and Grynberg shall notify the Director of the
Division in writing of the subsequent voluntary agreement of
‘all parties subject to the provisions of this order.

(18) If Grynberg drills and completes said second Pre
Permian well, the HEYCO Seymour State Com Well No. 1 in Unit E
of said Section 18 shall not be produced from the Pre Permian
unless HEYCO and Grynberg agree to a common operator for all
Pre Permian wells on the unit and so notify the Division
Director in writing.

(19) Upon thc‘caﬁpletion of such second Pre Permian well
it shall be assigned a Production Limitation Pactor of 0.79.

(20) In the absence of any Special Rules and Regulations
- prorating gas production in said Pre Permian formation in which
applicant's well is completed, the Special rules hereinafter
promulgated shall apply.

u
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.. (21), The following Special Rules and Regulations for a
non-prorated agas well at an unorthodox location shall aovly to
the sgubiect well:

L P TNETT M AWV BTRATYY NP AR
- mrw AN AERIer e e o e W et

POR THE
APPLICATION CF A "PRCDUCTICF LIMITATICN FACTCR"

e a crme s s e mm g
20 A LHCOR=FRCFZATZD @28 V=ElL

~ACLE l.. These rules shalil. apply to a Pre Permian
formaticn 3a3 well loczizd €52 fest or mere Srom the- Scuth and

West lines of Section 18, Township 19 South, Range 27 East,
yHPH, - Chaves County, New Mexico, whick welli's Production
Linmiszsicn Pogiosr o 2.7% shall e apzliad to the well's
édeiiverability (as cdatermined by the procedure hereinalter set
forth) to determinre its maximum allowable rate of prcéuction.

 ALLCWABLE PERIOD

PULE 2. The allowable rericd for the subject well shall
be six menths. - P .

.~ RULE 3. The year shall be divided into two allowable
periods commencing at 7:00 o'clock a.m. on January 1 and July
- 1. N . AN

. DETERMINATION OF DELIVERY CAPACITY

RULE 4. Immediately upon connection of the well the
operator shall determine the open flow capacity of the well in
accordance with the Division "Manual for Back-Pressure Testing
- of Natural Gas ¥ells"™ ther current, and the well's initial
deliverability shall be calculated against average pipeline
pressure in the manner described in the last paragraph on Page
I-6 of said test manual.

RULE S. The well's "subsequent deliverability"™ shall be
determined twice a year, and shall be equal to its highest
single day's production during the months of April and May or
October and November, whichever is applicable. Said subsequent
deliverability, certified by the pipeline, shall be submitted
to the appropriate District Office of the Division not later
than June 15 and December 15 of sach year.

. RULE 6. - The Division Director may authorize special
deliverability tests to be conducted upon a showing that the
well has been worked over or that the subsequent deliverability

ey =%
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Cetarmined under Rule 5 akove is errcneocus. -any such special
test shall be conducted in accordance with Rule 4 above.

T v THa ~Arararar ghhall cb‘w’" tha anwmranviae-a
.2 . 12 Arnaratoy ghal : annrovriace

gistrict o=fice of tha Liviszion and all ofiset cverators oI the
date andéd tize of ixitial or speciail aliverability tests Zia
sxdaxy shat <he Divizican o anv such cperzctcr =& at thair
crsicsn witnmesz such tasts. ’
CALCTLATICH AND ASSIGHHEZNT OF ALLCWA3LZIS

LI 3. Tha wall's allcwabla shall ccrmence uzcn the

date Oi ccnanectica £o a pipeiine and when the operator nas
corplied with all the aprropriate £ilinc reguirements of the
[Auies and sKeguiations and anv special ruies and reguiations.

,e:;ed s“al- ce dJdater=mined >y multipliyizg its ‘aet‘ae
deliverability by its production l*mitation factor.

DULE 9, The <rell's allcwable ‘""*g itg f£iz3t allcwatle

RULE 10. The well's allowable during all ensuing
allowable periods shall be determined by multiplying its latest
subsequent deliverability, as determined under vrovisions of
Rule §, bv its mroduction limitation factor, If the well shall
not have been prcducing for at least 60 days prior to the end
of its first allowable period, the allowable for the second
allowable period shall be determined in acccréance wzth Rule 9.

RULE 11. Revision of allowahle besed upon special well
tests shall become effective upon the date of such test
provided the results of such test are filed with the Division's
district office within 30 days after the date of the test;
otherwise the date shall be the date the test report is
received in said office. ‘

RULB 12. Revised allavablee based on special well tests
shall remain effective nntil the beqinninq of the next
allowable period.

RULE 13. There 1- no rule 13.

RULE 14. January 1 and July 1 of each year shall be known
as the balancing dates. :

RULE 15. If the well hee an nnderproduced status at the
end of a six-month allowable period, it shall be allowed to
carry such underproduction forward into the next period and may
produce such underproduction in addition to its regqularly
assigned allowable. Any underproduction carried forward into
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any allowable period which remains unproduced at the end of the
vericd sball be cancelled,
'RULE 15. 2zzductica duriag anv one mcnth of an ellowasl:s

The n z

L4 p
< 13 elcess O°

seric 1@ meniihly ailowalle assicned tTo tihe el
ehall be applied s2cainst the undarproductizn carrieé intc tha
ssricd iz determini=zg the a2mcunt of allcwaezle, if an-, +tc se
cancellec.

RULE 17, I£ +ha well ha:z zn crerproduced status a2t ke
n& =% a2 six-month allcuakls serizé, it shzll e shut-l: until

and
such overproducticn is made ug.

- e - s —

- g —————————— a - .
well is overproduced in an amount exceeding three times its
average monthly ailowabie, it shall be shut-in during that
month and during each succeeding wenth until ie ig cversraducad

ROLE 18. TS, Aurirg any menth, it is Aiecoverad that 4he

'in an amcunt three times cr less its monthly allcwatle, az

determined@ hereinabove.

RULE 19. The Director of the Division shall have
autherity to perm¢ the we¢¢, if it is subject to shut-in
pursuant to Ruies 17 and i3 above, to produce up to 500 #CF of
gas per month-uron prcocper showing tc the Directer that ccmplete
shut-in would cause undue hardship, prcvided Lowever, such
permission shall be rescinded for the well if it has produced
in excess of the monthly rate authorized by the Pirector.

RULE 20. The Division may allow overproduction to be made
up at a lesser rate than permitted under Rules 17 ‘or 18 above
upon a showing that the same is necessary to avoid material
damage to the well.

GENERAL |

RULE 21. Failure to comply with the provisions of this
order or the rules contained herein or the Rules and
Regulations of the Division shall result in the cancellation of
allowable assigned to the well. No further allowable shall be
assigned to the well until all rules and regulations are
complied with. The Division shall notify the operator of the

well and the purchaser, in writing, cf the date of allowable
cancellation and the reason therefor.

IT IS FURTHER ORDERED THAT:

(22) Jurisdiction of this cause is retained for the entry
of such further orders as the Commission may deem necessary.

e am A B e g g AT s Y - - s - BT L
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UCNE at Santa Te,
hereinabove designated.

New Mexico, on the day and year-
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LAW OFFICES

LOSEE & CARSON, P A.

A.J.LOSEE 300 AMERICAN HOME BUILDING AREA CODE 508
JOEL M. CARSON P. O.DRAWER 239 746-3508
ELIZABETH LOSEE ARTESIA, NEW MEXICO 88211-0239
JAMES E. HAAS*
ERNEST L. CARROLL

26 December 1985

*LICENSED IN TEXAS ONLY

VIA PUROLATOR

R. I.. Stamets, Director

0il Conservation Commission
State Land Office Building

01d Santa Fe Trail

Santa Fe, New Mexico 87501

Re: Application of Jack J. Grynberg for
Amendment of Order No. R-~6873,
Chaves County, New Mexico,

Case No. 8400, Order No. R-6873-A

Dear Mr. Stamets:

This acknowledges receipt on December 11, 1985 of the subject
order. Our copy did not bear the date the order was entered, but
you advised in our telephone conversation that such date was Decem-
ber 6, 1985,

In accordance with our telephone conversation of December 23, I
understand that the subject order was intended to provide that if
Grynberg drilled a second Pre Permian well on the unit Grynberg
would be operator of the Pre Permian unit and HEYCO would remain as
operator of the Seymour No. 1 Well in the NW/4 of said Section 18,
insofar as it applied to the Abo formation. Although the Findings
of the Commission seem clear on this point, I had some question as
to the ordering provisions.

After our conversation, I reached Mr. Gallegos, attorney for the
applicant, on the telephone. He will contact his client to obtain
concurrence to the construction of the order.

In order that the rights of my client will be protected, if I do
not secure Mr. Grynberg's concurrence in the above construction of
this order, you will please consider this an application for re-
hearing pursuant to § 7-2-25 N.M.S.A. 1978. The grounds for re-
hearing are that the order is invalid if in fact it removes HEYCO



Mr. R. L. Stamets, Director 26 December 1985
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as operator of the Seymour No. 1 Well insofar only as said well is
producing from the Abo unit in the NW/4 of said Section 18.
Respectfully submitted,

SEE & CARSON, P.A.

2 ) o

A JV L.osee

AJL:jcb

cc: Mr. George Yates
Mr. Gene Gallegos



JONES, GALLEGOS, SN EAD & WERTHEIM

December 27, 1985

Mr. A. J. Losee
Attorney at Law
P. O. Drawer 239
Artesia, New Mexico 88211-0239

RE: Application of Jack J. Grynberg for Amendment
of Order No. R-6873, Chaves County, New Mexico,
Case No. 8400, Order No. R-6873-A

Dear Mr. Losee:

After our telephone conversation I re-read the order
in the above-referenced case. I do not find any
ambiguity that even calls for interpretation. It-
provides that if Heyco refuses to drill the second
well and Grynberg drills it, then Grynberg becomes
operator of the entire unit inclusive of the Seymour
No. 1. .

As you know by prior transmittal, we have filed a
motion for rehearing in this case in behalf of the
applicant.

Very truly yours,

JONES, G LE?QOS, SNEAD & WERTHEIM, P.A.
By é?EHLZQZZfEY\‘
J.¥. GALLEGOS

JEG/eg

cc: R. L. Stamets
Jack J. Grynberg

s oS ETTORNEYS ATl

215 LINCOLN AVENUE SANTA Fz NEW MEXICO B7504-2226 PO BL»x 2226 (502 982-269° 75 FCOPIER (505 984-084¢ A PROFESSIONAL ASSOCIATION



GRYNBERG PETROLEUM COMPANY

5000 SOUTH QUEBEC e SUITE 500 e DENVER, COLORADO 80237 USA @ PHONE 303 - 850-7490

TELEX: 45-4497 ENERGY DVR
TELECOPIER: 303 - 753-9997

October 18, 1984

0il Conservation Commission EXPRESS MAIL
P. O. Box 2088
Santa Fe, New Mexico 87501-34

ATTENTION: R. L. Stamets SECE
Acting Director o
RE: Application of Jack J. Grynberg to it
Amend Commission Order No. R-6873 OMC&3”~

Dear Mr. Stamets:

It is my understanding that the hearing on the above
Application has been set for November 9, 1984, Jack J. Grynberg
hereby respectfully requests that this hearing be continued
until a date subsequent to December 3, 1984, when Grynberg's
attorney, Mr. J. E. Gallegos can be present. Mr. Gallego's is
presently out of the country and is not expected to return until
December 1, 1984.

Please advise us of your decision as soon as possible.
Thank you for your cooperation in this matter.

Sincerely,
GRYNBERG PETROLEUM COMPANY

CZ)/’t i 91 (e

Susan Stone
Senior Petroleum Landman

SS/pir
NOTE: Please refer to page two of this letter for all persons

receiving a copy of same, being sent CERTIFIED MAIL-
RETURN RECEIPT REQUESTED.



Amendatory Letter of Jack J. Grynberg, No. R-6373
October 18, 1984

cc: To the following CERTIFIED MAIL, RETURN RECEIPT REQUESTED

Harvey E. Yates Company

Explorers Petroleum Corp.

Spiral, Inc.

Securityv National Bank Bldg., Suite 300
Roswell, NM 88201

Yates Energy Corp.
Fred G. Yates, Inc.
Security National Bank Bldg., Suite 919
Roswell, NM 88201

Seymour Smith

David Smith -

#7 So. Dearborn Street, Suite 803
Chicago, IL 60602

Cibola Energy Corp.
1005 Marquette
Albuguerque, NM 87103

Fred Pool Drilling Company
114 East 4th Street
Roswell, NM 88201

McClellan 0il Corporation

500 North Main

Sunwest Bank Bldg., Suite 1000
Roswell, NM 88201

Plains Radio & Broadcasting Co., Inc.
6th and Tyler, Texas American Bank Bldg.
Amarillo, TX 79105

Bearing Services
701 East Main
Artesia, NM 88210

Connie Energy
1012 East Lincoln Road
Hobks, NM 88240

XY, Ltd., a Limited Partnership

James T. Jennings

500 North Main Southwest Bank Bldg., #1012
Roswell, NM 88201



5000 SOUTH QUEBEC e SUITE'S00 e DENVER, COLORADO 80237 USA e PHONE@PE- T .
SANTA e

TELEX: 45-4497 ENERGY DVR

TELECOPIER: 303 - 753-9997

November 27, 1984

A - . )
(7 ge K Yco

0il Conservation Commission
P. O. Box 2088
Santa Fe, New Mexico 82724-34

Attention: Ms. Florence Davidson

Re: Continuance of Hearing on the Application
of Jack J. Grynberg to Amend Commission
Order No. R-6873

Dear Ms. Davidson:

This will confirm our telephone conversation of today in
which I requested, on behalf of Jack J. Grynberg, that the
hearing on the above application set for December 12, 1984 be
continued until a date subsequent to December 24, 1984, so that
our attorney, Mr. J. E. Gallegos can be present. Mr, Gallegos
is presently out of the country and is now not expected to
return until the week of December 12, 1984. It 1is my
understanding that this request will be granted and you will
advise the parties of the rescheduled hearing date.

Thank you for your cooperation in this matter.
Sincerely,
GRYNBERG PETROLEUM COMPANY

i)ﬂéﬁm 5;%@ut

Susan Stone
Senior Petroleum Landman

SS/pir

cc: See attached list



0il Conservation Commission _
Attention: Ms. Florence Davidson
Re: Continuance of Hearing on Order NoO. R-6873

November 27, 1984

cc: Harvey E. Yates Company
Explorers Petroleum Corp.
Spiral, Inc.
Security National Bank Bldg., Suite 300
Roswell, NM 88201

Yates Energy Corp.

Fred G. Yates, Inc. :
Security National Bank Bldg., Suite 919
Roswell, NM 88201

Seymour Smith

David Smith .

#7 So. Dearborn St., Suite 803
Chicago, IL 60602

Cibola Energy Corp.
1005 Marquette
Albuguerque, NM 87103 ~

Fred Pool Drilling Company
114 E. 4th Street
Roswell, NM 88201

Mc Clellan 0il Corporation

500 N. Main

Sunwest Bank Bldg., Suite 1000
Roswell, NM 88201

Plains Radio & Broadcasting Co., Inc.
6th and Tyler, Texas American Bank
Amarillo, TX 79105

Bearing Services
701 E. Main
Artesia, NM 88210

Connie Energy
1012 E. Lincoln Road
Hobbs, NM 88240

XY, Ltd., a Limited Partnership

James T. Jennings

500 N. Main Southwest Bank Bldg.,#lOlZ
Roswell, NM 88201



. TELECOPIER: 303 - 753-9997 ~ 77

October 18, 1984 EXPRESS MAIL
0il Conservation Commission

P. O. Box 2088

Santa Fe, New Mexico 82724-34

ATTENTION: Mr. R, L. Stamets

Acting Director ﬂwHWm
RE: Amendatory letter to the Application ocT o .,
of Jack J. Grynberg to Amend 1984
Commission Order No. R-6873 OIL CONSr,
Dated October 5, 1984 ”&NmnowowmmN

Gentlemen:

The purpose of this letter is to further «clarify
Applicant's intentions in the filing of the above referenced
application.

Applicant requests that the following provision be
incorporated into his October 5, 1984 Application:

If, in the drilling of the second Prepermian Well on the
previously established 320 acre standard spacing and
proration unit, Applicant encounters shows of production
at a shallower horizon Applicant will make every attempt
as a prudent Operator to complete said zone and establish
production.

Applicant will participate for his 24.6123554% working
interest in any well drilled on the previously establish-
ed 320 acre spacing and proration unit in accordance

with Commission Order No. R-6873 and as outlined in

in Exhibit "A" to the October 5, 1984 Application.

iéQK J. GRYNBEXG,
SJ1Sdu St e

Susan Stone
Senior Petroleum Landman

SS/pir
Enclosures as stated



Amendatory Letter of Jack J. Grynberg, No. R-6873
October 18, 1984

cc: To the following CERTIFIED MAIL, RETURN RECEIPT REQUESTED

Harvey E. Yates Company

Explorers Petroleum Corp.

Spiral, Inc.

Security National Bank Bldg., Suite 300
Roswell, NM 88201

Yates Energy Corp.
Fred G. Yates, Inc.
Security National Bank Bldg., Suite 919
Roswell, NM 88201

Seymour Smith

David Smith

#7 So. Dearborn Street, Suite 803
Chicago, IL 60602

Cibola Energy Corp.
1005 Marquette
Albugquerque, NM 87103

Fred Pool Drilling Company
114 East 4th Street
Roswell, NM 88201

McClellan 0il Corporation

500 North Main

Sunwest Bank Bldg., Suite 1000
Roswell, NM 88201

Plains Radio & Broadcasting Co., Inc.
6th and Tyler, Texas American Bank Bldg.
Amarillo, TX 79105

Bearing Services
701 East Main
Artesia, NM 88210

Cecnnie Energyv
1012 East Linceln Road
Hobbs, NM 88240

XY, Ltd., a Limited Partnership

James T. Jennings

500 North Main Southwest Bank Bldg., #1012
Roswell, NM 88201



LAW OFFICES

A.J. LOSEE LOSEE, CARSON & DICKERSON, P A.

JOEL M. CARSON 300 AMERICAN HOME BUILDING AREA CODE 505

CHAD DICKERSON P. O. DRAWER 239 746 -3508

DAVID R. VANDIVER ARTESIA, NEW MEXICO 88211-0239

ELIZABETH ILOSEE

REBECCA DICKERSON 9 January 1985

Mr. Richard L. Stamets, Director
Energy and Minerals Department
0il Conservation Division

P. 0. Box 2088

Santa Fe, New Mexico 87501

Re: Case No. 8400, Application of Jack J. Grynberg

for Amendment of Divisjion Order R-6873,

Chaves County, New Mexico
Dear Mr. Stamets:
This will confirm our telephone conversation of January 8, in which
the setting on January 10 was vacated; and if the parties are not
able to settle the problem it will be reset.

Respectfully submitted,

LOSEE, CARSON & BICKERSON, P.A.

AJL: j cb

cc: Mr. Gene Gallegos
Mr. James T. Jennings
Mr. George Yates



JONES, GALLEGOS, SNEAD g WERTHEIM

September 18, 1985

0il Conservation Commission
Post Office Box 2088
Santa Fe, New Mexico 87502-2088

ATTENTION: R. L. Stamets, Director

RE: Amendment to the Application of
Jack G. Grynberg to Amend Commission
Order R-6873; Commission Case No. 8400

Dear Mr. Stamets:

At the Commission hearing on this case Sept-
ember 18, 1985 it developed that republication would
be necessary because of the failure of the notice to
mention the unorthodox location and possible involve~
ment of production from the Abo formation. In light
of that republication we request that the application
be considered as providing the following:

1. Jack G. Grynberg requests designation by
the Commission as operator of the second well to be
drilled on the established 320 acre proration unit.

2. In the alternative, should the Commission
policy and judgment so dictate, Grynberg will accept
designation as the operator of the unit in place of
Harvey E. Yates Company.

Very truly yours,

JONES, GALLEGOS, SNEAD
j?fEHE , P.A.

By 5:2 : A
. E. GALLEGOS ’

cc: A. J. Losee, Esq. O RUSSE L JONES 130 1978,
Bill Carr, Esdqg.

JEG:evm

£ GALLEGCS ¢ HERRERS,

Sa PURDY

Jack G. Grynberg CHAMES SNEAD Crean

215 LINCOLN AVENUE SANTA FE. NEW MEXICO 87504-2228 PO. BOX 2228

JERRY WERTHEIM
I RO0RIGLEZ
=N WENTWOR™H
N L TUCKER

JARAMILLO
=y CULBERT
HITLEY
MATHEW
ROBERT W ALLEN

MARTRAVAZQUEZ

LELAND ARES

ASENATH M KEPLER

VolHALL BAIRD
CY R LONG
L COUCH
2 MOQRES

ATTORNEYS AT LAW

(505)982-2691 TELECOPIER (505) 984-0846 A PROFESSIONAL ASSOCIATION



0il Conservation Commission
September 18, 1985
Page Two

cc: To the following by CERTIFIED MAIL,

RETURN RECEIPT REQUESTED

Harvey E. Yates Company
Explorers Petroleum Corp.
Spiral, Inc.

Security National Bank Bldg., Suite 300

Roswell, New Mexico 88201

Yates Energy Corp.
Fred G. Yates, Inc.

Security National Bank Bldg., Suite 919

Roswell, New Mexico 88201

Seymour Smith

David Smith

#7 So. Dearborn Street, Suite 803
Chicago, Illinois 60602

Cibola Energy Corp.
1005 Marquette
Albuquerque, New Mexico 87103

Fred Pool Drilling Company
114 East 4th Street
Roswell, New Mexico 88201

McClellan 0il Corporation

500 North Main

Sunwest Bank Bldg., Suite 1000
Roswell, New Mexico 88201

Plains Radio & Broadcasting Co., Inc.

6th & Tyler, Texas American Bank Bldg.

Amarillo, Texas 79105

Bearing Services
701 East Main
Artesia, New Mexico 88210

Connie Energy
1012 East Lincoln Road
Hobbs, New Mexico 88240

XY, Ltd., a Limited Partnership
James T. Jennings

500 North Main Southwest Bank Bldg.,

Roswell, New Mexico 88201

#1012
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BEFORE THE OIL CONSERVATION COMMISSION
ENERGY AND MINERAL DEPARTMENT -
OF THE
STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION OF
JACK J. GRYNBERG TO AMEND COMMISSION
ORDER NO. R-6873 TO PROVIDE FOR THE
DRILLING OF A SECOND WELL AT AN
UNORTHODOX LOCATION ON THE 320-ACRE
PRORATION UNIT, TO CHANGE THE
OPERATOR AND TO DETERMINE THE RISK
FACTOR AND OVERHEAD CHARGES, CHAVES
COUNTY, NEW MEXICO.

Case No. 8400
Order No.

Amending Order
No. R-6873

N St Nt Nt gt Nt Nt Nu St N

PROPOSED ORDER OF THE COMMISSION
SUBMITTED BY THE APPLICANT

BY THE COMMISSION:

This cause came on for hearing at 9:00 a.m. on
September 18, 1985, and was continued and readvertised for
further hearing on October 17, 1985, at Santa Fe, New Mexico
before the O0il Conservation Commission of New Mexico (the
"Commission').

Heretofore on January 7, 1982, by Order No. R-6873,
the Commission had granted the application of Harvey E. Yates
Company to pool all the mineral interests down through the
Ordovician formation underlying the W/2 of Section 18, Township
9 South, Range 27 East, NMPM, Chaves County, New Mexico, had

declared that applicant the operator of a well to be drilled on
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the 320 acre tract and established a risk factor and overhead
charges for the well; jurisdiction of the matter w;s expressly
reserved for the entry of further orders as necessary.

Having now heard the evidence and recei;ed the
exhibits introduced in this case by the applicant Jack J.

Grynberg ("Grynberg") and by Harvey E. Yates Company ('Yates")

the Commission FINDS AS FOLLOWS:

1. The current operator, Yates, drilled and completed
a well in the SW/4 NW/4 of the 320 acre unit designated the
Seymour State Comm. No. 1. The well was completed in the Abo
formation and a lower Prepermian formation. The Prepermian

formation is and has been nonproductive since 1984.

2. The existing circumstances are that the 320 unit
contains one producing Abo well on a 160 acre spacing and no
producing Prepermian well on the 320 acre spacing. Grynberg's
evidence establishes that a second well at an wunorthodox
location in the SW/4 SW/4 of Section 18 is situated higher
structurally; that the proposed location presents a probability
of obtaining commercial production from the Abo and from the
Fusselman; that the Fusselman is a separate Prepermian
formation from that which was tested by the Seymour State well.

3. Although requested by Grynberg to do so, Yates
has refused to undertake further development of the unit by

drilling a second well.

Order of the Commission - Page 2
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4. The drilling of the second proposed well s
necessary for the unit to be effectively and prudently
developed and to prevent waste and protect correlative rights.

5. The effect of a pooling order, and sped}fically
in this instance Order R-6873, is to convert separate interests
into common interests in the whole unit. Grynberg's 24.6%
interest in the property is an undivided fractional interest in
all the production from the pooled mineral interests underlying
the 320 acre interest, from the surface to the Ordovician
formation. Accordingly, Grynberg has a right to drill a well
on the proposed location.

6. The second well is proposed for the SW/4 SW/4 and
constitutes an unorthodox Ilocation. A reasonable production
limiting factor to compensate for such location is 79%.

7. The risk factor of 200 percent and overhead
charges of $3,550.00 per month while drilling and $355.00 per
month while producing and other related terms and conditions,
as established by Order R-6873 are reasonable for the second
well on the unit.

8. The applicant Grynberg is fit and competent to be
designated operator of the second well or of the unit.

IT IS THEREFORE ORDERED:

1. That except as hereafter specifically provided,

Order R-6873 remains in force and effect.

Order of the Commission - Page 3
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2. That the unit is dedicated to the drilling of a
second well at an unorthodox location in the SW/; SW/4 to a
depth sufficient to test the Prepermian formation and to
produce shallower formations, such as the Abo, if production is
encountered.

3. That Jack J. Grynberg is hereby designated the
operator of the subject second well.

[3. That Jack J. Grynberg is hereby designated the
operator of the unit, inclusive of the Seymour State well and
the subject second well.]

4. That all production proceeds, charges,
non-consent costs and other accountings shall be entirely
separate and distinct as 'between the Seymour State and the
second well to be drilled.

5. That within 20 days after the effective date of
this order, the operator shall furnish the Commission and each
known working interest owner in the unit an itemized schedule

of estimated weil costs.

6. That the procedures for participation, the risk
factor and overhead charges and the operators drilling and
accounting responsibilities for this second well are the same

as provided in Order R-6873 for the first well.

7. That the Commission retains jurisdiction of this
cause for the entry of such further orders as it may deem
necessary.

Order of the Commission - Page 4
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Respectfully submitted,

JONES, GALLEGOS, SNEAD & WERTHEIM, P.A.
Attorneys for Applicant

By

E GALLEGOS
Post Office Box 2228
Santa Fe, New Mexico 87504-2228
(505) 982-2691

CERTIFICATE OF MAILING

It is hereby «certified that on the Zﬁ#\day

of QM&]_, 1985, a true and correct copy of the

foregoing Proposed Order Of The Commission Submitted By The
Applicant was mailed to counsel of record, A. J. Losee, Post
QOffice Drawer 239, Artesia, New Mexico 88211, by first-class

mail, postage prepaid.

. H GALLEGES

7580A

Order of the Commission - Page 5
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BEFORE THE OIL CONSERVATION COMMISSION
ENERGY AND MINERAL DEPARTMENT
OF THE
STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION OF
JACK J. GRYNBERG TO AMEND COMMISSION
ORDER NO. R-6873 TO PROVIDE FOR THE
DRILLING OF A SECOND WELL AT AN
UNORTHODOX LOCATION ON THE 320-ACRE
PRORATION UNIT, TO CHANGE THE
OPERATOR AND TO DETERMINE THE RISK
FACTOR AND OVERHEAD CHARGES, CHAVES
COUNTY, NEW MEXICO.

Case No. 8400

N Nt S at Nt st Nt Nt Nt b

THE STATUTORY AUTHORITY OF THE OlL CONSERVATION
COMMISSION IMPLIES THE POWER TO APPOINT A SECOND
OPERATOR OF A SECOND WELL ON A SINGLE POOLED UNIT

Jurisdiction and authority over all matters relating
to conservation of oil and gas under the New Mexico Oil and Gas
Act are delegated by statute to the 0il Conservation
Commission. Section 70-2-6(A)(B) NMSA 1978. The basis of the
Commission's statutory powers is founded on the duty to prevent
waste and protect the correlative rights of mineral interest

owners. Sims v. Mechem, 72 N.M. 186, 382 P.2d 183 (1963).

The correlative rights of each mineral interest owner
in a pooled unit consist of the opportunity to produce without
waste, and so far as it is practicable, his just and equitable
share of the natural gas underlying the pooled reservoir.

Section 70-2-33(H), NMSA 1978.
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As fully set forth in the applicant's Substantive
Legal Issues Hearing Brief No. 1 (submitted September 16,
1985), Grynberg is the owner of an undivided fractional
interest in the pooled mineral formations underlying the
320-acre unit in the W/2 of Section 18, T9S, R27E, N.M.P.M.,
Chaves County, New Mexico. Therefore, he has correlative
rights in the pooled resources, and the right to drill the
proposed second well pursuant to §70-2-17(C) NMSA 1978. The
fact that Grynberg is not the owner or lessee of the particular
tract within the unit upon which the proposed second well is to
be located is immaterial to his correlative rights in the
potential wunit production and his right to drill at any
location within the wunit that may be approved by the

Commission. Texas Oil and Gas Corporation v. Rein, 534 P.2d

1277, 1278 (Okla. 1975).

Production records from the original wunit well
{Seymour State Com. #1) have established that it is not
commerically productive in the Atoka formation. Geologic
evidence developed by Grynberg and presented to the Commission
on September 16, 1985, indicates that commercial production
could be obtained from a separate pre-permian formation, the
Fusselman, as well as from the shallower Abo formation, by a
dual completion well at the proposed unorthodox location in the

SW1/4 of the SW1/4 of Section 18. The Seymour State Com. #1

-2 -
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well cannot produce from the separate Fusselman formation, and
will not effectively drain gas reserves in the Abo formation
throughout the entire 320-acre unit.

Unless drilling and operating of the proposed second
well at the unorthodox location is permitted by the Commission,
all of the wunit interest owners will be denied their

correlative rights to their equitable shares of the natural gas

underlying the pooled reservoir. The current unit operator,
HEYCO, has refused Grynberg's demand to drill and operate the
second proposed  well; therefore, in order to protect

correlative rights, Grynberg should be designated by the

Commission as operator of this well.

By definition, '"underground waste" includes "[t]he
locating, spacing, drilling, equipping, operating or producing,
of any well or wells in a manner to reduce or tend to reduce
the total quantity of . . . natural gas ultimately recovered
from any pool . . ." §20-2-38(A) NMSA 1978.

HEYCO's failure to locate, drill and operate a well

capable of producing the natural gas reserves of the Abo
formation underiying the south half of the 320-acre unit, and
the reserves of the separate Fusselman formation clearly
constitutes a ‘"waste” of resources under the statutory
definition.

Prevention of waste and protection of correlative
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rights have been described by the New Mexico Supreme Court as

"fundamental powers and duties"” of the Commission. Continental

Oil Co. v. Qil Conservation Commission, 70 N.M. 310, 373 P.2d

809, 817 (1962). Wide discretion has been conferred upon the
Commission by the New Mexico Legislature to enable it to carry

out these duties:

* X %

To that end, the [Commission] is empowered
to make and enforce rules, regulations and
orders, and to do whatever may be reasonably
necessary to carry out the purpose of this
act, whether or not indicated or specified
in any section hereof.

70-2-11(A), (B) NMSA 1978 (Emphasis added).
Accordingly, wide discretion is given to a Commission
determination of which unit interest owner has the right to
drill and operate a pooled unit well. Rein, 534 P.2d at 1279.
Under these circumstances, designation of Grynberg as
the operator of the second proposed well while leaving Heyco as
operator of the first well can be an appropriate remedy within
the statutory authority of the Commission to do "whatever may
be reasonably necessary" to carry out the purpose of the 0il
and Gas Act.
Respectfully submitted,
JONES, GALLEGOS, SNEAD & WERTHEIM, P.A.

Attorne 2;0 plicant

. E. GALLEGOS k)
Post Office Box 2228
Santa Fe, New Mexico 87504-2228
(505) 982-2691

7484A
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UNITED STATES BANKRUPTCY jCOURT

FOR THE DISTRICT OF COLiRADO i b |

} {

Case No. 81 B 00821 M § - i

JACK J. GRYNBERG, a/k/a JACK JAKOB GRYNBERG,
a/k/a JACK GRYNBERG, d/b/a JACK GRYNBERG
AND ASSOCIATES, d/b/a/ JACK GRYNBERG & ASSOCIATES,

Debtor.

-
t CERTIFICATE

It is certified by the United States Bankruptcy Court for
the District of Colorado that this backruptcy action has not
been closed and is presently pending before this Court.

Dated at Denver, Colorado this 15th day of October, 1985.

F‘O 128
B THE COURT:

/\

(Court Seal)



TAX SMELTER — Rejected an ap-
pesl ¥ Denver couple Jack and Ce-
leste Grynberg to avoid paying $6.7
million in damages in an oil and gas
drilling tax shelter program they
tmu(}ulently induced 58 people to in-
vest in.

Compiled by Leonard
Bruzzese, Lomie Lynch and
-Richard Benedetto ‘;

US4 T
jo/2] €5
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STATE OF NEW MEXICO

ENERGY avo MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

TONEY ANAYA POST OFFICE BOX 2088
covmor S e
(505) 827-5800
g{0C
MEMORANDUM <:?,UA}2'
o
TO: R. L. STAMETS, ACTING DIRECTOR
FROM: MICHAEL E. STOGNER, ACTING CHIEF ENGINEER M{-

SUBJECT: APPLICATION OF JACK J. GRYNBERG TO AMEND
COMMISSION ORDER NO. R-6873

As per your instructions I have reviewed the subject matter
and propose that the subject application be split into two
separate cases, one requesting that said Order No. R-6873
be amended to designate Jack J. Grynberg the operator of
the well and its 320-acre spacing and proration unit that
was the subject of said Order No. R-6873, and the second
application seeking to force pool a second well on the

same proration unit at an unorthodox location.

This would make for simpler orders and both cases could
be consolidated for purposes of testimony. However, T
suggest that our attorney look into this matter to see if
their proposals are even lawful.

October 12, 1984
fa/



EFFORE THE OIL CONSERVATION COMMISSION
ENERGY AND MINERAL DEPARTMENT OF THE
STATE OF NEW MEXICO

IM THE MATTER CF THE APPLICATION OF :
JACK J. GRYNBERG TO AMEND COMMISSIOMN
ORDER NO. R-6873 TO PROVIDE FOR THE
DRILLING OF A SECOND WELL AT AN
UNORTHODOX LOCATION CON THE 320-ACRE
PRORATION UNIT, TO CHANGE THE OPERATOR
AND TO DETERMINE THE RISK FACTOR AND
OVERHEAD CHARGES, CHAVES COUNTY, NEW
MEXICO. :

CASE NO. 8400

.o

BRIEF ON BEHALF OF HARVEY E. YATES COMPANY

There is before this Commissicn an application by Jack J.
Grynberg for modification and amendment of Commission Order No.
R-6873 dated January 1, 1982, wherein the Commission ordered that
all formations from the surface down through the Ordovician forma-
tion, underlyiﬁg the W/2 Section 18, Township 9 South, Range 27
East, N.M.P.M., Chaves County, New Mexico, be pooled in a standard
320-acre gas spacing and proration unit. This unit is dedicated to
a well drilled at a standard location on said unit of which appli-
cant, Harvey E. Yates Company ("HEYCO"! is the operator. With the
proposed amendment, Jack J. Grynberg seeks the Commission's per-
mission to drill a second well on said spacing and proration unit
at an unorthodox location in the SW/4 SW/4 of Section 18 to test
the Fusselman and Abo formations. Grynberg seeks to be appointed
as operator of the proposed second well or, in the alternative, to
have HEYCO removed as the cperator of the first well (the Seymour

State NMo. 1) and be designated as operator of the entire unit.



The central thesis of Crynberg's application is that by
cperation of the pooling order described above, Grynberg became
vested with an undivided 24.6% interest in all lands and formations
and leases appurtenant thereto covered by said pooling order and,
therefore as such an owner, Crynbkberg has the right to drill a well
to any pooled formation at any location on the pooled unit. This
position is a gross misinterpretation of New Mexico Pooling Statute
70-2-17, N.M.S.A. (1978), and extant court decisions interpreting
the same or similar pooling statutes. HEYCO asserts that even if
the Commission should grant Grynberg's request to drill a second
well, Grynberg would not be entitled to a pro rata share of any gas
production from the Abo formation due to his lack cof ownership of a
leasehold interest in the 160-acre Abo spacing unit covering the
SW/4 of Section 18.

A, GRYNBERG WOULD NOT BE ENTITLED T0O A PRO RATA

SHARE OF ARBRO GAS PRODUCTION FRCM THE PROPOSED

WELL DUE TO HIS LACK OF OWNERSHIP OF A LEASE-

HOLD INTEREST 1IN LANDS LOCATED WITHIN THE

BOUNDARIES OF THE REQUISITE SPACIY UONIT FOR

ABO GAS PRODUCTION IN THE SW/4 OF SECTION 18.

This position reflects the current status cf the law as

demonstrated in the decision of Marathon 0il Co. vs. Corporation

Comm'n., 651 P.2d4 1051, 70 O.& G.R. 80 {Okla. 1982}, wherein the
court held that the Oklahoma Corporation Commission has the au-
thority to issue a pooling order only as to the deepest drilling
unit when more than one common source of supply is located under a
drilling unit and to allocate the costs of drilling on the unit on
the basis of ownership in the deepest unit. In this instance,

drilling units of 640 acres existed as to deeper horizons and 160



acres for a shallower horizon. Marathon Cil was the owner of lease-
hold rights in portions of the section, but held no interests in
the quarter section chosen as the drilling location. The court
found that the Corporation Commission had the power to allocate
costs on the basis of the ownership of the leasehold in the deepest
formation subject to the pooling order, notwithstanding that the
well bore would pass through the shallower formation in which Mara-
thon held no interest in drilling to the deeper formations. The
court found further that Marathon would not be entitled to a pro
rata share of production obtained from the shallower formation due
to the fact that Marathon owned no leasehold interests in the 160-
acre spacing unit required for producticn from the shallow depths,
notwithstanding that the shallower formation was also subject to
the pooling order.

This is clearly analcgous to the present situation where
Grynberg has stated that the Abo formation is & secondary goal in
the drilling of the proposed well. Spacing for a gas well com-
pleted in the Abo formation is 160 acres. Comm. Rule 104 C.II(a).
The Marathon decision clearly dictates that if Grynberg completes a
gas well in the Abo in the SW/4 of Section 18, he wculd not be en-
titled to a pro rata share of production, irregardless of the pool-
ing order, due to his lack of ownership of a leasehold interest in
the required spacing unit for Abo production i.e. 160 acres, or in
this case the SW/4 of Section 18, This wculd be the same result if
Grynberg had applied to drill a well on the SW/4 of Section 18 suf-
ficient to test only the Abo formation. Grynberg would have no

standing to seek a pooling order as he would not be an owner of an

-3~



interest with the right to drill in the SW/4 of Section 18, the
requisite spacing unit for a well drilled to the Abo formation.

B. THE NEW MEXICO POOLING STATUTE, 70-2-17,
N.M.S.A., DOES NOT AFFECT A CONVEYANCE OF AN
INTEREST TO A POOLED PARTY SUFFICIENT TO GIVE
THAT PARTY THE RIGHT TO DRILL A WELL AT ANY
LOCATION ON THE POOLED UNIT.

Under New Mexico Pcoling Statute 70-2-17, the situations
requiring the applicaticn of the statute are described as follows:

Where, however, such owner or owners have not agreed
to pool their interests, and where one such separate
owner, or owners, who has the right to drill has
drilled or proposes to drill a well on said unit to
a common source of supply, the division, to avoid
the drilling of unnecessary wells or to protect cor-
relative rights, or to prevent waste, shall pool all
or any part of such lands or interests or both in
the spacing or proration unit as a unit. (Emphasis
added) .

The statute then goes on to describe the effect of pooling and how
it is treated as to the individual tracts within the pooling unit.

All operations for the pooled oil or gas, or both,
which are conducted on any portion of the unit shall
be deemed for all purposes to have been conducted
upon each tract within the unit by the owner or own-
ers of such tract. For the purpose of determining
the portions of production owned by the persons own-
ing interests in the pooled o0il or gas, or bocth,
such production shall be allocated to the respective
tracts within the unit in the proportion that the
number of surface acres included within each tract
bears to the number of surface acres included in the
entire unit. The portion of the production allo-
cated to the owner or owners of each tract or inter-
est included in a well spacing or proration unit
formed by a pooling order shall, when produced, be
considered as 1f produced from the separatelyv owned
tract or interest by a well drilled thereon.
(Emphasis added).

The language denoted above indicates that the Legislature

quite purposefully determined that the ownership of each individual



tract in the pooled unit wculd not be altered by the act of pool-
ing. It was recognized, however, that unless production obtained
from a well on a pooled unit was attributable on a pro rata basis
to the various tracts in the unit, the owner of a lease of a tract
on which the unit well was not located could lose his lease for
lack of production upon expiration of the primary term of his
lease. This would place such owners in an unterable position. By
crafting the statute as set out above, the Legislature insured that
each owner of a lease covering an undivided interest in the unit or
a separate tract therein would receive not only their pro rata
share of the monetary benefit of any production from the pooled
unit but also the legal benefits which flow from production, in-
cluding the -maintenance of a lease beyond its primarv term. Gryn-
berg is urging the Commission to erase the internal boundary lines
in the W/2 of Section 18. As stated by Grynberg's expert witness,
Bruce Xramer, "Essentially you erase all internal boundary lines
. . ." HEYCO urges the Commission that such an interpretation

flies in the face of the language of the pooling statute.

HEYCO further asserts that Grynberg's position 1is
grounded on the proposition that the pooling order effectuates a
cross conveyance of ownership throughout the pooled unit and such a
position is in contraposition to the available legal authority on
the question. As stated by Williams and Meyers in their treatise
on o0il and gas law:

The statutes and judicial opinions which have dealt

with this matter (i.e. the effect of pooling and

unitization upon titles and whether a cross convev-

ance 1is brought about by the agreement), declare
that title is unaffected by the compulsory order

-5~



which relates to drilling, production and the allo-

cation of production to particular premises, but not

to the title to the premises or ownership of the

production once it has been allocated to a particu-

lar premises. Williams and Meyers, OIL AND GAS LAW,

§ 941.3, p. 650.
As stated, the compulsory pooling order relates to the drilling,
production and allocation of production to a particular premises.
It does not effect a change in ownership of the leasehcld interests
in the tract pooled.

This statement has been supported by the Oklahoma Supreme
Court in their interpretation of a pooling statute which is all but

identical to the New Mexico statute. In the decision of Southern

Union Prcduction Co. v. Eason 0il Co., 540 P.2d 603, 53 0.& G.R. 64

(Ckla. 1975), the court defined the interest obtained under a pool-
ing order by Southern Union from a pooled lessee who elected not to
participate in the drilling of the well, as a "right to participate
in the working interest in the unit well." Southern Union Produc-
tion Company obtained a pooling order covering a 640-acre drilling
unit for the Cherokee formation, force pooling Eason who owned an
80-acre lease in said section. Southern Union drilled a well which
proved to be noncommercial and was later abandoned. The Oklahcoma
Commission reduced the size of Cherckee drilling units from 640 to
80 acres. Thereafter Eason drilled an oil‘well on the 80-acre unit
covered by his lease. Southern Union brought suit claiming owner-
ship of a percentage of Eason's lease equal to that which it owned
in the 640-acre unit. The court denied this claim, stating that
Eason had conveyed only iﬁs right to participate in the wcrking

interest in the unit well, and upon abandonment of the well the



pooling order expired and all parties were returned to their orig-
inal positions.
cC. GRYNBERG SEEKS TO HAVE THE COMMISSION ACT BE-
YOND THE SCOPE OF ITS LEGISLATIVELY PRESCRIBED
POWERS BY VESTINC IN HIM AN UNDIVIDED INTEREST
IN ALL LANDS AND FORMATIOMS POOLED UNDER THE
W/2 OF SECTION 18.
The Commission derives its powers from the statutory au-

thority granted by the Legislature. La Jara Land Developers, Inc.

v. Bernalillo County Assessor, 639 P.2d 605, 97 N.M. 318 (1¢82)

.
14

Garcia v. Health & Social Services Dept., 540 P.2d 1308, 88 N.M.

419 (1975), rev'd 545 P.2d 1018, 88 N.M. 640 (1976). These powers
cannot -extend beyond the boundaries set out by the specific lan-

guage of the particular statute. New Mexico Board of Pharmacy v.

New Mexico Board of Osteopathic Medical Examiners, 626 P.2d 554, 95

N.M, 98C (1981); La Jara Land Developers, Inc., supra. In this

instance, Grynberg is asking the Commission to take upon itself
authority which has not been granted. Grynberg seeks, as described
in the language of his brief:
As discussed more fully herein, Grynberg seeks
a key legal determination by the Commission that by
reason of Order R-6873, Grynberg ocwns a 24.6% un-
divided interest in all production from the pooled
formations underlying the 320-acre unit. . . .
(Hearing Brief in behalf of applicant Grynbera Petro-
leum Company, p. 3, n. 1}.
Subsequently, Grynberg attempts to transform ownership in an un-
divided interest "in production" created under the pooling order
into ownership of an undivided "leasehold interest" under the en-
tire 320-acre pooled unit. The transformation of an undivided

interest in production into a real property interest possessing

legally defined attributes, including the right to drill, is an

-7=



attempt to use the Commission to administratively vest title of an
undivided interest in all pooled lands and formaticons in Grynberg
even though such a vesting is outside of the statutorily defined
powers of the Commission. If Mr. Grynberg wished to sell his
interest in the unit covering the W/2 of Section 18, all that he
could sell would be his ownership in his 1lease covering the
E/2 NW/4 which 1is subiject to the Commission's pcoling order.
Grynberg is surreptitiously seeking to have the Commission vest him
with title to an undivided wcrking interest throughout the W/2Z of
Section 18. It is quite clear such an act lies outside the statu-
torf boundaries of the authority granted to the 0il Conservaticn

Division. Southern Union Prcduction Co. v. Corporation Comm'n.,

465 pP.2d 454, 36 0O0.& G.R. 97 (Okla. 1970); McDaniel v. Moyer, 662
P.2d4 309, 77 O0.& G.R. 335 (Okla. 1983).

-~ D. THE DECISION OF TEXAS OIL & GAS CORP. V. REIN
TS NWOT AUTHORITY FCOR GRYNBERG'S POSITION.

In his brief, Grynberg cites the decision in Texas Qil &

Gas Corp. v. Rein, 534 P.2d 1277, 51 O.& G.R. 64 (Okla. 1975), as

supporting the proposition advanced by the applicant that Gryvnberg
owns an undivided 24.6% interest in the formations pooled under the
order. However, applicant's reliance upcn this decision is mis-

rlaced.

In this case, Rein was the owner of an unleased undivided
120 mineral acres under the S/2 S/2 of a "drilling unit" consisting
cf the entire section of 640 acres. One well had been drilled in

the center of the section at a normal location and Texas 0il & Gas



Corp. was seeking to modify the spacing order for certain forma-
tions to allow the drilling of a second well on the S/2 S/2. The
court found that it was apparent from the evidence that Texas 0il &
Gas owned leases covering the majority of the common source of sup-
vly and that, therefore, under the Oklahoma pooling statute, Texas
0il & Gas, as an owner possessing the right to drill a well on the
unit to the commen source of supply, had the right to request the
Commission to pcol the interests located within the drilling unit.
Grvnberg cites this case as authority for his preposition that the
pooling order vests him with an undivided 24.6% c¢f all pooled
depths with a corresponding right to drill anywhere thereon. How-
ever, as stated in the comment by Eugene O. XKuntz following the
decision in the 0il & Gas Reporter, "The question presented in-
volves the authority by which an unleased owner can be required to
vermit drilling on his lands if his land should fall within the
boundaries of a drilling unit." 51 0.& G.R. 73.

Although the opinion is silent as to the formations in-
cluded in the spacing order, it seems clear that the spacing for
such formations was 640 acres. It is also clear that Prepermian
gas well spacing is 320 acres and Abo gas well spacing is 160
acres. Order R-6873 did not even purport tc enlarge Abc gas well

spacing.



CONCLUSION

For the foregoing reasons, Order R-6873 should not be
amended to pool the Abo formation for the production of gas from
the sW/4 Section 18.

LOSEE & CARSOM, P.A.

)
Nl
By: [N

A. 7. LgSee~ '

P. 0. Drawer 239

Artesia, New Mexico 88210

505/746-3508

Attorneys for Harvey FE. Yates Company
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LAW OFFICES OF
JENNINGS & CHRISTY

JAMES T. JENNINGS 1012 SECURITY NATIONAL BANK BUILOING TeLrPnoNne 622-84032
SiM B.CHRISTY IV ' P.O.80X IIBO B Anca Coot 508
% DOUGLAS PLRAIN ROSWELL.NEW MEXICO 882021180

PHIL T. BREWER

December 13, 1983

IN RE: FIRST SUPPLEMENTAL OPINION OF TITLE TO:

State of New Mexico Lease L-6775,
insofar as the same embraces

lots 1, 2, 3, 4, EkSWY Section
18, containing 245.04 acres,

more or less; and,

State of New Mexico Lease L-6907,
insofar as the same embraces
EXNW) Section 18, containing NO. 4527-A
80 acres, more or less; : '

~ -

collectively covering the

Wi Section 18, Township 9 South,
Range 27 East, N.M.P.M., Chaves
County, New Mexico, containing
325.04 acres, more or less.

HEYCO No. 9142

Seymour Smith State No. 1 Well

Harvey E. Yates Company
P. O. Box 1933 '
Roswell, New Mexico 88201

Attention: Mr, J. E. Cieszinski
Gentlemen:

On April 12, 1983 we advised you the status of title to the
captioned leases in the oil and gas mineral estate underlying the
captioned lands based upon an examination of prior opinions and
abstracts collectively certifying title from inception of records
to March 25, 1983 at 8:00 a.m. as to the State records and from
inception of records to April 7, 1983 at 8:00 a.m. as to the
County records. We have not been furnished a supplemental abstract
but we have been furnished certain documents and other curative
material which are the basis of this opinion.

. From our' examination of the foregoing, and supplementing our
original opinion of April 12, 1983, for division order purposes,
we now advise the status of title to the captioned leases and the
0oil and gas mineral estate underlying the captioned lands as follows:
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OFFICIAL TITLE TO STATE LEASES
L=6775 —ewmccca-- ~==« Harvey E. Yates Company e====ee---s ALL
L6907 ~eweca~-wc-=-= Jack J. Grynberg —=e-e-cecccnccccce- ALL

TITLE TO OIL AND GAS

A. As to Production from the Abo formation (NW% - 18 = 162.70 acres)

NAME BPO
State of New Mexico’ v .12500000
Douglas B. Bickerstaff .00381223
Melvin A. Brown : .00381223
David A. Smith .01779041
W. T. Wynn .00381223
Andrew C. Lattu .00190612
David A, Smith .05309907
Seymour Smith ‘ .05309907
McClellan 0il Corporation .09557833
James T. Jennings 00530991
Xy Ltd., a limited partnership .00530991
Explorers Petroleum Corp. .01864049
Fred G. Yates, Inc. .03157353
Spiral, Inc. .00932024
Connie Energy Corp. .00932024
Cibola Enexrgy Corp. .,08035736
Bearing Service Co. .03695152
Fred Pool .04926869
Plains Broadcasting Company .09853740
Yates Energy Corp. «09777047
Harvey E., Yates Co. «19973055
Viking Petroleum, Inc. and ~0-

its associates (see below)

TOTAL 1.00000000

RI
ORR
ORR
ORR
ORR
ORR
WI
WI
Wl
WI
WI
WI
WI
WI
WI
WI
WI
WI
WI
WI
WI

APO

.12500000
.00381223
.00381223
.0177904)
.00381223
.00190612
.02620909
.02620909
.04717636
.00262091
.00262091
.01003570
.01543954
.00501785
.00501785
.03929496
.01543954
02058604
.04117209
.05152639
.10526075
.43023971

1.00000000

B. As to Production from the Atoka formation (W% - 18 = 325.04

NAME | BPO
State of New Mexico .12500000
Douglas B. Bickerstaff -~ .,00565407
Melvin A, Brown = = ) © +00565407
David A. Smith ' .02638568
W. T. Wynn ‘ .00565407
Andrew C. Lattu .00282704
David A. Smith .05233163
Seymour Smith . +05233163
McClellan Oil Corporation 009419695
James T. Jennings 00523317
Xy Ltd., a limited partnership .00523317
Explorers Petroleum Corp. " 01919151
Fred G. Yates, Inc. .03097493
Spiral, Inc. + 00959575
Connie Energy Corp. .00959575
Cibola Energy Corp. .07883388
Bearing Service Co. 203366691

Fred Pool - , ,04488921

RI
ORR
ORR
ORR
ORR
ORR
WI
WI
Wl
Wl
WI
WI
WI
w1
WI
WI
WI
W1

APO

.12500000
.00565407
- .00565407
.02638568
.00565407
.00282704
.03887175
.03887175
006996916
,00388718
,00388718
,01488435
.02289900
.00744217
.00744217
.05827994
,02289900
+03033200

RI
ORR
ORR
ORR
ORR
ORR
WI
WI1
WI
WI
WI
WI
WI
WI
WI
WI
Wl
WI
WI
WI
WI
WI

acres)
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NAME . . BPO APO
Plains Broadcasting Company .08977842 WI .06106400 WI
Yates Energy Corp. .09956850 W1 .07642086 WI1
Harvey E. Yates Co. .20340366 WI .15611645 WI
Viking Petroleum, Inc. and -0~ .,21535811 WI

its associates (see below)
| TOTAL  1.00000000 1.00000000

BPO -~ .Before "Pay-out” (defined below)

APO -- After "Pay-out" (defined below)

C. As to all other Production
{Unreported)

FORCE POOLING

Please refer to page 3, etc. of our original opinion concerning
Case 7390, Order R-6873 of the 0il Conservation Commission of Energy
and Management Department of the State of New Mexico issued January 7,
1982, which Order compulsorarily pools all mineral interests down
through the Ordovician formation underlying the W) Section 18 of
the captioned, and providing:

*That any non-consenting working interest
owner who does not pay his share of
estimated well costs should have
withheld from production his share of
the reasonable well costs plus an
additional 200% thereof as a reasonable
charge for the risk involved in drilling
of the well." ’

In that Case, the non-consenting working interest owner was Viking
Petroleum, Inc. and its associates.

Viking appealed the matter to the District Court of Chaves
County in Cause No. CV-82-77, which resulted in a Decision by the
District Court, entered September 30, 1982, that the above Order was |
arbitrary and capricious and contrary to law. From this Decision
the operator: Harvey E. Yates Company, appealed to the Supreme Court
of the State of New Mexico in Case No. 14632. By a Decision entered
November 17, 1983, the New Mexico Supreme Court held:

*Based upon the record in this Case, we find
that there was substantial evidence to support
the findings made and the conclusions reached
by the Commission, and that the Commissioner's
Order, is not arbitrary, capricious or contrary
to law.

*The judgment of the District Court is reversed.
The Order of the Commission is affirmed.”
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Under TITLE TO OIL AND GAS we have now taken into consideration

the above Decision by the New Mexico Supreme Court which in effect
invokes the 200% penalty clause, and when the consenting working
interests have recouped their actual and reasonable well costs plus
an additional 200% thereof as a risk factor, then "pay-out” will have
occurred; it is our understanding that pay-out has not occurred at
the date of this opinion. ,

As an addendum, the above Commission Order does provide that
the 1/8 royalty under the non-consenting owners property shall not
be held in suspense and we have given effect to this portion of the
Order under TITLE TO OIL AND GAS above.

. If and when "pay-out" occuirs, you should resubmit to us Schutz
Abstract Company abstract 3097 and Gessert-Sanders abstract 52011 in
order that we may delineate for you the breakdown of ownership after
pay-out of the .43023971 for the Abo formation and the .21535811 for

the Atoka formation credited to Viking Petroleum Inc. and its associates.

OIL AND GAS LEASES

Same as original opinion.

EXCEPTIONS TO TITLE AND REMARKS

1. Well Information: Same as original opinion except the
SUSPEND interest has now been credited in conformlty with the above
New Mexico Supreme Court case.

2. Lots: Same as original opinion.

3. Burden of ORRs -~ L-~6775: Same as original opinion.

4. Miscellaneous Defects under L-6907: Same as original opinion
and after "pay-out®, the matter should be resubmitted before runs are
released to Viking Petroleum, Inc. and its associates.,

5. Limitation of Opinion: Same as original opinion.

6. Interest of Members of this Firm: Same as original opinion.

CONCLUSION

Subject to the above comments, title is approved for division \
order purposes in the parties noted hereinabove as of the final ‘
certificate dates of the abstracts examined in our original opinion
as extended by the above Naw Msxico Supreme Court case,

Respectfully submitted,

SBC/vs

All copies of ‘this
opinion returned herewith

to Heyco 8 Roswell office. - | S B. ¢h51styc7y‘z;/v
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JAMES T. JENNINGS ’ 1012 SECURITY NATIONAL BANK BUILOING TELLPHONE 622-8432
SiIM B.CHRISTY I . P.O.BOX 1180 ARta Coot 50%
K. DOUGLAS PERRIN ROSWELL, NEW MEXICO 88202-180
PMHIL T. BREWER
DAMON RICHARDS .

April 12, 1983

IN RE: OPINION OF TITLE TO:

State of New Mexico Lease L-6775,

insofar as the same embraces

Lots 1, 2, 3, 4, EXSW% Section QQ“

18, containing 245.04 acres, \

more or less; and, I{E{CO No. et

State of New Mexico lLease L-6907,
insofar as the same embraces
EXNW% Section 18, containing

80 acres, more or less; :
‘ " , NO. 4527
collectively covering the z

W) Section 18, Township 9 South,

Range 27 East, N.M.P.M., Chaves

County, New Mexico, containing

325.04 acres, more or less,

HEYCO No. 9142

Seymour Smith State No. 1 Well

Harvey E. Yates Company
P. O. Box 1933
Roswell, New Mexico 88201

Attention: Mr. J. E. Cieszinski

Gentlemen:

On October 7, 1981, under our Title Opinion 4327, we advised
you the status of title to the captioned leases and lands (and
other lands), based upon an examination of abstracts collectively
certifying title from inception of records to September 28, 1981
at 8:00 a.m. as to the state records, and from inception of records
to September 29, 1981 at 8:00 a.m. as to the county records. 1In
supplement thereof we have today examined: -

(a) Schutz Abstract Co., Inc. abstract 3097 of 66 pages,
which purports to be a true and correct abstract of all instruments
noted of record and on file in the Office of the Commissioner of
Public Lands of the State of New Mexico affecting the oil and gas
rights to the captioned lands under the terms of the captioned
leases, and certified to for the time period from the date of closing
of the state abstracts examined in connection with our aforementioned
opinion down to March 25, 1983 at 8:00 a.m. This abstract is satis-
factory to us in scope and content, and we believe reliance thereon
is justified.
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(b) Lawyers Title Insurance Corporation (Gessert-Sanders
Division) abstract 52011 of 102 pages, which purports to reflect
all instruments filed or recorded in the Office of the Chaves
County Clerk, New Mexico, including Probate and District Court
proceedings (but excepting Uniform Commercial Code filings),
affecting title to the mineral estate only of the captioned
lands, and certified to for the time period from the date of
closing of the county abstracts examined in connection with
our aforementioned opinion down to April 7, 1983 at 8:00 a.m.
This abstract contains a satisfactory judgment and lien search
against all necessary parties in the chain of title to producticon
from the captioned lands. This abstract is satisfactory to us
in scope and content, and we believe reliance thereon is justified.

From our examination of the foregoing and based solely thereon,
cumulatively supplementing the prior opinion, for division order
purposes we now advise the status of title to the captioned leases
and lands as of the final certificate dates of the abstracts now
under examination, as follows:

OFFICIAL TITLE TO STATE LEASES

L=6775 ====emrccas--- Harvey E. Yates Company ======-=- ALL
L-6907 ~=====cewew-w- Jack J. Grynberg ~~----ewe-cc—coo- ALL

TITLE TO OIL AND GAS

A. As to production from the Abo formation (NW% Sec. 18 = 162.70 acres)

State of New Mexico --==--~-mcrrccmccr e .12500000
Subtotal RI .12500000

Douglas B. Bickerstaff =—-———=mmeemmcemcme e .00381223
Melvin A. BrowWn =====e-emcmcc o e e e e e .00381223
David A. Smith ===eccmccemccc e e »01779041
W, T. Wynn ====ccesmc e e e e e e e e e ,00381223
Andrew C. Lattu ——===——m=m— e .00190612
Subtotal ORR ©.03113322

SUSPEND (see below) ======mcccc—mme e e .43023971
David A. Smith ~==--cecccm e .02620909
Seymour Smith —==--cccemcm e e el .02620909
McClellan 0il Corporation ==-—--ecccorcccccccaaeno .04717636
James T. Jennings ==e-=cemcccremcmcc e e e e e e .00262091
S, B. Christy IV ====—mcmcmm e .00262091
 "Heyco Group" (see below) ==--==-ec——cooomomoiomnooo .30879071
S Subtotal WI .84386678

TOTAL 1.00000000

RI

ORR
ORR
ORR
ORR
ORR

WI
WI
WI
WI
WI
WI
WI
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B. As to production from the Atoka formation (W% Sec. 18 = 325.04 acre:

State of New Mexico -—----=--c--s-crmem—mccmmmememmoe - .12500000 RI
Subtotal RI .12500000
Douglas B. Bickerstaff --~===--ecevcccecccrcnoneo— .00565407 ORR
Melvin A. Brown ==e-=-srmerccamcmcm e ce e e a s e .00565407 ORR
David A, SMith =mememece e oo e .02638568 ORR
W. Te WYNN =~==emmeem e e e m e m e e e e e —— - —— .00565407 ORR
Andrew C. Lattu =—=—===s-c oo e e e .00282704 ORR
Subtotal ORR .04617493
SUSPEND (see below) =w=m=m=m==== S .21535811 WI
David A. Smith mmmmmmsesmmmmmmeoooooooooomooooooooo .03887175 WI
Seymour Smith =+=eeceeccc-- e e —— ., ——————— .03887175 WI
McClellan 0Oil Corporation -------------------------- .06996916 WI
James T. Jenningg =-w=ec-crccceccccrrrnrrnncncrne e .00388718 WI
S, B. Christy IV ~e==e-e=--- e .00388718 WI
"Heyco Group" (see below) ===----c-eccnccceneccncnwe .45797994 WI
h Subtotal WI .82882507
TOTAL 1.00000000

c. As to all other production:

(Unreported)

FORCE POOLING =-- SUSPEND

On January 7, 1982, Case 7390, Order R-6873, the 0il Conservation
Commission of Energy and Management Department of the State of New
Mexico issued an Order compulsory pooling all mineral interests down
through the Ordovician formation underlying the Wk Section 18 of the
captioned, and providing for a 200% "reasonable charge for risk involved
in the drilling of the well” which would be paid by the non-consenting
working interest owners to the consenting working interest owners.

We have not tried to calculate this "risk factor" under TITLE TO OIL
AND GAS above in view of the pending appeal mentioned below since we
do not know whether or not the Commission's Order with respect to the
"risk factor" is valid. From that decision Viking Petroleum, Inc.,
alleged oil and gas lessee in the EXNWY% Section 18, filed an application
for review of the Commission's Order in the District Court of Chaves
County, New Mexico in Cause No. CV-82-77, which resulted in a decision
by the District Court of Chaves County, New Mexico, entered September
30, 1982, that the Order of the 0il Conservation Commission "shall be
set aside on the grounds that it is not supported by substantial
evidence,~is arbitrary and capricious, and is contrary to law."

It is our understandlng, not reflected from the material under
examination, that:the District Court's decision has been appealed

to the New Mexico Supreme Court, and is currently pending therein.
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Under the 0il Conservation Commission decision, the royalty
interest (1/8) is to continue to be paid to the royalty owner,
and as a consequence we have not placed in SUSPENSE the state
royalty involved. However, we have placed in SUSPENSE the
remaining interest under the "force pooled" lease and lands
which is described as State Lease L-6907 as to the EiNWk
Section 18, containing 80 acres, more or less. The exact
ownership of this interest is contained in our base opinion,
and is readily retrieveable when it is determined whether or
not the Commission's Order is correct or the District Court Order
is correct. Meanwhile, the pipeline purchaser should not pay
runs on the SUSPEND interest as to a .43023971 interest in the
Abo formation and as to a .21535811 interest in the Atoka formation.
When the case has finally been decided by the New Mexico Supreme
Court, and all other appeals have been exhausted, we will write
a supplemental opinion directing the pipeline purchaser with
respect to payment of this SUSPEND interest. Meanwhile, runs
may be released to the remaining interests shown under TITLE TO
OIL AND GAS above, subject to the other comments and requirements
herein contained.

"HEYCO GROUP"

Under TITLE TO OIL AND GAS we have credited the "Heyco Group"
with a .30879071 WI (net revenue) in the Abo formation, and with
a .45797994 WI (net revenue) in the Atoka formation. The breakdown
of this ownership is:

A. As to the Abo formation -- total .30879071:

Name Interest
Explorers Petroleum Corporation .01003570
Fred G. Yates, Inc. .01543954
Spiral, Inc. .00501785
Connie Energy Corporation .00501785
Cibola Energy Corporation .0392949¢6
Bearing Service Company .01543954
Fred Pool .02058604
Plains Broadcasting Company " .02058604
Howard Federer .02058605
Harvey E. Yates Company .10526076
Yates Energy Corporation .05152638
TOTAL .30879071
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B. As to the Atoka formation -- total .45797994:

Name Interest
Explorers Petroleum Corporation .01488435
Fred G. Yates, Inc. " .02289900
Spiral, Inc. ’ .00744217
Connie Energy Corporation .00744217
Cibola Energy Corporation .05827994
Bearing Service Company .02289900
Fred Pool : .03053200
Plains Broadcasting Company .03053200
Howard Federer , .03053200
Harvey E. Yates Company .15611645
Yates Energy Corporation .07642086

TOTAL : ’ .45797994

We would call your attention to the fact that there is no formal
assignment from Heyco to Fred G. Yates, Inc., Spiral, Inc.,

Fred Pool, Plains Broadcasting Company, and Howard Federer, and

‘we assume that there is some internal assignments or agreements
réflecting this ownership. Technically, they should be recorded

in the county records, but since you furnished us the information
with respect to ownership inter se among the "Heyco Group", we

are not making a formal requirement on the point for present purposes.

OIL AND GAS LEASES

The above o0il and gas ownership arises under the following
0il and Gas Leases:

FEATURES OF LEASE L-6775

Form: ‘ '67

Original Lessee: Seymour S. Smith

Date: December 1, 1971

Recording Data: The lease is unrecorded in the county records;
however, there is no necessity to record the
lease.

Lands: Lots 1, 2, 3, 4, EkSW% Section 18 of the

captioned, together with other lands,
containing a total of 765.04 acres, more
or less; all lands are "Wat. Res." lands.

vpl
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Term:

Rental:

Royalty:

Other Features:

Form:
Original Lessee:
Date:

Recording Data:

Lands:

Term:

JENNINGS & CHRISTY

For an initial period of five years and a
secondary period of an additional five years,
and so long thereafter as oil or gas is pro-
duced in paying quantities. If you are
drilling over the expiration of the fixed
term of the lease, then please note paragraph
16 of the lease with respect to notifying

the Commissioner of drilling operations
together with 30-day periodic reports of
progress, and payment of eleventh year rental.

Paid to and including the rental due

December 1, 1982. If the lease is extended
beyond its present fixed term, then a rental

of $382.52 is due and payable to the Commissione:r
of Public Lands, State Land Office Building,
Santa Fe, New Mexico on or before December 1,
1983, and annually thereafter throughout the
lifetime of the lease. Rentals continue

despite production.

Fixed 12k% with shut-in gas well provision.

See page 12, abstract 2433.

FEATURES OF LEASE L-6907

'67
Jack L. Grynberg
February 1, 1972

The lease is unrecorded in the county records;
however, there is no necessity to record the
lease.

EXNWY% Section 18 of the captioned, and other
lands, containing 480 acres, more or less.

For an initial period of five years and a
secondary period of an additional five years,
and so long thereafter as 0il or gas is produced
in paying quantities. If you are drilling over
the expiration of the fixed term of the lease,
then please note paragraph 16 of the lease

with respect to notifying the Commissioner of
drilling operations together with 30-day periodi
reports of progress, and payment of eleventh
year rental,.
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Rental: Paid to and including the rental due February
1, 1983, If the lease is extended beyond its
present fixed term, then a rental of $240.00
is due and payable to the Commissioner of
Public Lands, State Land Office Building,
Santa Fe, New Mexico on or before February 1,
1984, and annually thereafter throughout the
lifetime of the lease. Rentals continue
despite production.

Royalty: Fixed 12%% with shut-in gas well provision.

Other Features: See page 36, abstract 2433.

EXCEPTIONS TO TITLE AND REMARKS

1. Well Information: It appears that the Seymour State Com.
No. 1 Well located 1,980 feet from the North line and 660 feet
from the West line of Section 18 of the captioned was spudded
November 30, 1981, and drilled to a total depth of 6,385 feet
subgurface. '

The well was completed in the Atoka formation on May 22,
1982, with producing interval of 6,008'-6,048', with initial
production of 1,722,000 cubic feet of gas, and no water.

The well was also completed May 28, 1982 in the Abo formation
with producing interval of 4,912'-4,929', with initial production
of 1,646,000 cubic feet of gas, and no water.

In connection with the foregoing, the pipeline purchaser
is advised that, except as stated above with respect to SUSPEND
interest, there has been no change in the ownership of production
from the original completion date of the well down through the
close of the abstracts now under examination. As a consequence,
all impounded runs, except SUSPEND, should be paid in accordance
with this opinion.

2. Lots: All of the captioned lands contaiﬁ regular 40-acre
subdivisions, except:

Section 18: Lot 1 (NWXNWk)
Lot 2 (SWhNWk)

Lot 3 (NWk%Swk)

Lot 4 (Swkswk)

-=- 41.40 acres
-~ 41.30 acres
-- 41.22 acres
~=- 41.12 acres

Under present conservation practices in New Mexico, your allowable
for any wells drilled on or allocated to the above lots will be
proportionately increased as the respective lot acreages bear to
the normal 40-acre drillsite. The information is advisory only.
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3. Burden of ORRs -~ L-6775: Harvey E. Yates Company acquired
official title to this lease on May 2, 1977; then on January 1, 1978,
Heyco entered into a Declaration of Interest with Seymour Smith and
David A. Smith under the terms of which it was agreed that beneficial
interest under the lease would be owned 75% by Heyco, 12k%% by Seymour
Smith, and 12%% by David A. Smith, subject to royalties under the
terms of the lease and to overriding royalties of record.

On May 4, 1977, Book 171 at page 440, Heyco and Seymour Smith
conveyed David A. Smith a 5% ORR under L-6775, and we have construed
this instrument to be a burden on all working interest under this
lease in view of the fact that it was of record at the time of the
Declaration of Interest mentioned above.

On May 31, 1978, Book 174 at page 146, Heyco, et al, conveyed
W. T. Wynn a 1% ORR under this lease; and on May 31, 1978, Book 174
at page 149, Heyco, et al, conveyed Andrew C. Lattu a 1/2% ORR on
this lease. We have construed these overriding royalties to be
borne solely by Heyco and its successors in title and not by Seymour
Smith nor David A. Smith.

_ On November 8, 1978, Book 176 at page 164, Heyco, et al, con-
veyed Harvey E. Yates, et al, an 1ll%% operating rights on this
lease, and the instrument does not contain a lesser interest clause.
Pursuant to your instructions we have construed this instrument

to convey a full 1ll1%% operating rights not reduced to Heyco's 75%
WI under the Declaration of Interest mentioned above.

On October 5, 1978, Book 176 at page 392, Heyco conveyed
Coronado a 14.9711% operating rights with a lesser interest clause,
and we have construed this instrument to convey Coronado (now
Cibola) a 14.9711% x 75% WI, which Heyco owned under the Declaration
of Interest mentioned above.

If we have misconstrued your intention on any of the above
constructions, kindly advise.

4. Miscellaneous Defects under L-6907: There are several
miscellaneous defects and requirements in connection with the
working interest ownership and certain overriding royalty
ownerships under State Lease L-6907, covering EX%NW)% Section 18.
Because these interests have been placed under SUSPENSE, we are
not delineating the exceptions and requirements in full, but are
prepared to do so when it is finally determined whether or not
these interests should be paid to the consenting working interest
owners or to the non-consenting working interest owners. We reserve
the right to make requirements on the ownership of overriding
royalty and working interest under the E%NW)% Section 18 at the
time the matter is finally determined.
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5. Limitation of Opinion: We would call your attention to the
fact that under TITLE TO OIL AND GAS above, we are only reporting
the ownership of production for the Abo formation in the NW¥k
Section 18, and for the Atoka formation in the Wk Section 18,
and to this extent the present opinion is limited. If you need
further information as to ownership of other production, please
refer the matter to us for further opinion.

6. Interest of Members of this Firm: We would call your
attention to the fact that James T. Jennings and S. B, Christy IV,
who appear to own working interest in the captioned lands, are
members of this firm, and as a consequence you may wish to have
our report as to ownership of these interests reviewed by other
competent counsel.

CONCLUSION

Subject to the above comments, title is approved for division
order purposes in the parties noted hereinabove as of the final
certificate dates of the abstracts now under examination.

Respectfully submitted,

JENNINGS & CHRISTY
. Ve

By_ 4%52;&/%

SBC/Jjy %+ B. Christy v =

All abstracts and other material
examined, and all copies of this
opinion, returned herewith to
Heyco's Roswell office.




HARVEY E. YATES COMPANY
AMENDED GAS DIVISION ORDER

To: Harvey E. Yates Company Effective: Date of First Runs
Post Office Box 1933 Seymour State #1
Roswell, New Mexico 88201 Abo Zone Only

Our #78200-01-0

The undersigned hereby certify and warrant that the interest set out
opposite the undersigned's name on the Division of Interest Schedule annexed
hereto and made part hereof, is the correct and entire ownership and interest,
whether royalty, mineral or otherwise, of the undersigned, in the gas produced
from the following lands:

Township 9 South, Range 27 East, N.M.P.M,

Section 18: NW/4
Chaves County, New Mexico

The following covenants are also made part of this division order and
shall be pending ,upon the undersigned .and. the undersigned s heirs, legal
representatives, successors, and assigns.

Until further written notice, either from you to the undersigned or from
the undersigned to you, you are hereby authorized to receive such gas into
your possession, or the possession of any person or company designated by
you, the same to be run and measured in accordance with the customary pipeline
rules and regulations including adjustments and deductions provided for by law
and by rules of applicable regulatory authority, and to account for the pro-
ceeds received by you from the sale of such gas according to the aforesaid
Division of Interest Schedule. The term "gas" as used herein includes liquid
or liquefiable hydrocarbons produced with gas. After metering at the wells,
the gas may be commingled with gas produced from other properties, and any
1iquid or liquefiable hydrocarbons produced with the gas shall , in the case
of such commingling, be determined and allocated to the above described property
by calculations based upon results of periodic tests, taken not less often
than each calendar quarter, to determine the quantity of such hydrocarbons
contained in the well stream. You are authorized to receive 100% payment from
the purchasing company for such gas, and the undersigned agree to look to
you for payment in accordance herewith. '

In consideration of your agreements and the mutual benefits hereunder,
each of the undersigned ratifies, confirms and adopts the following gas pur-
chase agreement and agrees that the price paid for gas delivered thereunder
shall be and is accepted by each of the undersigned and the respective heirs,
successors and/or assigns thereof, as the market price for gas during the
entire term of such contract:

Gas Purchase Agreement dated December 17, 1982 by and
between TRANSWESTERN PIPELINE, Buyer, and HARVEY E.
YATES COMPANY, Seller. (Abo Zone Only)

The price to be paid for gas received hereunder shall be based on the amount



HARVEY E. YATES COMPANT
AMENDED GAS DIVISION ORDER

Seymour State #1
Ref #78200-01-0
Division Order - Abo Zone Only Page 2

realized from such sales: provided, however, you may withhold such portion of the
price that may be subject to refund under any provision of the above described
contract with any purchaser of such gas, any regulation, rule or order of the
Federal Energy Regulatory Commission or any successor agency having rulemaking
authority under the provisions of the Natural Gas Policy Act of 1978. Upon
final determinatfon of the ceiling price payable for such gas pursuant to Section
503 of the Natural Gas Policy Act of 1978, and subject to the terms of said
contracts, you shall pay to the undersigned that portion of the price that is not
actually refunded by you. Also, any portion of the price actually paid by you to
the undersigned which is finally determined to be subject to refund under any
said contractual provisfon or under any said regulation, rule or order, shall be
promptly refunded by the undersigned together with any interest which you are
required to pay under such final determination. In the absence of such prompt
refund, you shall have the right to offset the total amount of any such refund
against any other funds coming into your possession and payable to the undersigned.

Amounts payable to the undersigned on gas produced and marketed from said
lands during any month shall be payable on or before the last day of the month
following the month in which you receive payment from the purchaser or purchasers
thereof. Meters and measurements by the purchaser or purchasers shall control all
settlements. Prior to computing any royalties or other interest hereunder, you are
authorized to deduct any and all federal, state or local taxes imposed on or
incident to the severance, production, gathering, processing and marketing of gas,
all costs of treating such gas to make it merchantable and all costs which you have
incurred in transporting such to any purchaser., If any of the gas is processed
through a gasoline plant, each of the undersigned operating interest owners shall
bear a proportionate part of any excess government royalty, if any, thereon.

The undersigned agree that you may hold, without interests, the proceeds
accruing to the undersigned's finterest until there has accrued to such interest
the sum of $5.00.

The undersigned hereby warrant and guarantee the title to the interest
credited to the undersigned herein. In the event there is any adverse claim of
title to the production affected hereby or any part thereof or to the interest
of the undersigned in the lands from which such production is obtained, the
undersigned agree that you may hold the proceeds of such production attributable
to such fnterests, without interest, until evidence of good title satisfactory
to you has been furnished, or such dispute as to the ownership has been settled.
In the event any action or suit is filed in any court affecting title to the
interest of any owner herein, or to the gas run credited to such interest,
written notice of the filing of owner of such interest stating the court in
which the same is filed and the title of such suit or action.

Any of the undersigned executing this division order as a lienholder agree
that you are authorized to make payment direct to the owner of the royalty or other
interest subject to the 1ien of all proceeds accruing to such owner's interest and
waives any rights thereto until you are furnished written notice to the contrary.

Until you actually receive notice in writing at the above address of any
change in ownership or transfer or any increase or decrease in the amount or
character of any owner's interest (whether or not provided for in any recorded
fnstrument, theretofore furnished to you), together with certified copies of
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proper recorded instruments evidence thereof, you may continue to make payments for
gas sold on the basis of the ownership set forth in said Division of Interest
Schedule, and you shall be held harmless from any loss arising out of any overpayment
as a result of failure to receive written notice of any such change in ownership,
transfer or difference in interest.

Any such change in ownership or transfer or any increase or decrease in the amount
or character of any owner's interest shall be made subject to this division order
and shall be effective (insofar as payments made hereunder are concerned) as to gas
runs at 7:00 a.m. on the first day of the calendar month, and shall not, as to you
be effective as to runs made earlier than 7:00 a.m., on the first day of the calendar
month immediately succeeding the month in which you receive notice of such change,
transfer or difference.

Each of the undersigned agrees that the interest of the undersigned in the gas
produced from said well is as set forth herein and hereby releases you from any and
all damages and claims by reason of making payment in accordance with said Division
of Interest as herein set forth., Each of the undersigned hereby ratifies, confirms
and adopts the lease(s) as so amended, and amendments, if any, thereof, covering
the above described lands under which such owner holds an interest, and does hereby
grant, lease and let to the present owners of said lease(s) as so amended, as the
interest of such owners appears of record, and the respective heirs, successors and
assigns of such owners, the lands covered by such lease(s) and amendments, if any.

This division order may be terminated by you or by any one or more of the
undersigned (as to the 1interest of such undersigned) as to any future sales or
deliveries of gas from said lands provided that no such termination shall affect
any rights given you or any of the undersigned under the terms hereof as to sales
or deliveries of gas theretofore made, or as to sums theretofore paid hereunder, and
provided further, that no such termination by any of the undersigned shall be effec-
tive as to you until 30 days after written notice thereof has been received by you at
the above address. Consent is hereby given to you and/or any pipeline company which
you may cause to connect with said well, to disconnect and remove such pipelines
in case of termination by either you or us of purchase under this division order,

A1l of the provisions herein contained shall apply to each of the undersigned
separately and not jointly, This division order may be signed 'in multiple counter-
part and shall be binding upon each party as soon as signed by each party regardless
of whether or not same is signed by any other party.

!
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Amendea Gas Division Order

Seymour State #1
(Our #78200-01-0)

Abo Zone Only

Owner
Number

72080
09430
11120
96260
51596
79950
79950
80090
55530
46105
96532
26620
96865
80700
15333
15725
08610
71330
71000
99980
96824
90551

Page 1

Effective: Nate of First Sale

DIVISION OF INTERESTS SCHEDULE

Name

State of New Mexico

Douglas B. Bickerstaff

Melvin A, Brown

W. T. Wynn

Andrew C. Lattu

David A, Smith

David A. Smith

Seymour Smith

McClellan 011 Corporation
James T. Jennings

XY Ltd., a limited partnership
Explorers Petroleum Corporation
Fred G. Yates, Inc.

Spiral, Inc.

Connie Energy Corporation
Cibola Energy Corporation
Bearing Service

Fred Pool Drilling Company
Plains Broadcasting Company
Harvey E. Yates Company

Yates Energy Corporation
Viking Petroleum, Inc.

Total

* Legend of Interests:

01 = Working Interest
02 = Royalty Interest

03
04

LRI AP RN e o

BPO APO
* Decimal Decimal
Type Interest Interest
02 .12500000 .12500000
03 .00381223 .00381223
03 .00381223 .00381223
03 .00381223 .n0381223
03 .00190612 .00190612
03 .01779041 .01779041
01 .05309907 .02620909
01 .05309907 .02620909
01 .09557833  .04717636
01 .00530991 .N0262091
01 .00530991 .00262091
01 .01864049 .01003570
01 .03157353 .01543954
01 .00932024 .00501785
01 .00932024 .00501785
01 .08035736 .03929496
01 .03695152 .01543954
01 .04926869 .02058604
01 .09853740 .04117209
01 .19973055 .10526075%
01 .09777047 .05152639
01 -0- .43023971

1.00000000 1.00000000

Overriding Royalty
Production Payment



HARVEY E. YATES COMPANY
Amended Gas Division Order

Seymour State #1
(Our #78200-01-0)
Abo Zone Only

Effective: Date of First Sale

DIVISION OF INTEREST SCHEDULE

Owner
Number Name

NOTE: This Page 2 is for the below named interest owners only

06190 Rosemary T.vAvery
14160 J. E. Cieszinski
17861 A. J. Deans
33962 Thomas J. Hall
34571 Peck Hardee
61070 Ray Nokes
75976 Arlene T. Rowland
97650 Micky Young
Sub Total
99980 Harvey E. Yates Company
96824 ' Yates Energy Corporation
Total

SR

*Legend of Interest:

01 = Working Interest
02 = Royalty Interest

*

Type

01
01
01
01
01
01
01
01

01
01

03 = Overriding Royalty
04 = Production Payment

BPO APO
Decimal Decimal
Interest Interest
.00176812 .00086461
.00265217  .00129691
.00315736  .00154396
.00133030 .00065052
.00265217 .00129692
.00126294 .00061758
.00158289 .00077404
.00138923  .00067934
.01579518  ,00772388
.18912628 .10007524
.09257956  .04898802
.29750102 .15678714




JONES, GALLEGOS, SN EAD{? WERTHEIM

HAND-DELIVERED

Mr. R. L. Stamets,

‘October 30, 1985

Director

0il Conservation Division
Energy and Minerals Department
New Mexico State Land Office

Santa Fe,

RE: Application of Jack Grynberg
OCC Case No.

Dear Mr. Stamets:

New Mexico

87501

8400

RECEIVED
0CT 3 J 1985

OIL CONSERVATION DIVISION

Prior to our filing in this case yesterday
we had expected an Affidavit from Ernest W. Lohf,
attorney for Jack Grynberg in the Colorado bankruptcy

proceeding.

The necessity of this affidavit was

created by the exhibits introduced by Yates Company
at the continued hearing casting doubt upon Mr.
Grynberg's financial soundness.

The affidavit just arrived and we are sub-
mitting it for inclusion in the record of this case.
Sufficient copies for all members of the Commission
and the reporter are enclosed.

JEG:evm

Enclosures

cc: A. J. Losee, Esq.

Jack Grynberg

Very truly youfs,

JONES, GALLEGOS, SNEAD

& WERTHEIM, P.A.
By g
. E. GALLEGOS

(w/enclosure)

Morris Ettinger

0. RUSSELL JONES (1912-1978)

JE GALLEGOS
JAMES SNEAD
JERRY WERTHEIM

M J RODRIGUEZ
JOHN WENTWORTH
STEVEN L. TUCKER
ARTURC L JARAMILLO
PETERYV CULBERT
JAMES G. WHITLEY #I
FRANCIS J MATHEW
ROBERT W ALLEN

JUDITH C. HERRERA
CHARLES A PURDY
MARTHA VAZQUEZ
LELAND ARES
ASENATHM KEPLER
MICHAEL BAIRD
NANCY R LONG
CAROL L COUCH
STEVEN B MOORES

ATTORNEYS AT LAW

215 LINCOLN AVENUE SANTA FE, NEW MEXICO 87504-2228 PQO. BOX 2228 (505)982-2691 TELECCPIER (505)984-0846 A PROFESSIONAL ASSOCIATICN



BEFORE THE OIL CONSERVATION COMMISSION
ENERGY AND MINERAL DEPARTMENT
OF THE
STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION OF
JACK J. GRYNBERG TO AMEND COMMISSION
ORDER NO. R-6873 TO PROVIDE FOR THE
DRILLING OF A SECOND WELL AT AN
UNORTHODOX LOCATION ON THE 320-ACRE
PRORATION UNIT, TO CHANGE THE
OPERATOR AND TO DETERMINE THE RISK
FACTOR AND OVERHEAD CHARGES, CHAVES
COUNTY, NEW MEXICO

Case No. 8400

et N st St Sl Nl il NP st

AFFIDAVIT OF ERNEST W. LOHF

CITY AND COUNTY OF DENVER )
) ss.
STATE OF COLORADO )

Ernest W. Lohf, having been first duly sworn, upon oath
states as follows:
1. I am a citizen of the United States and a resident of
Denver, Colorado. I am an attorney at law and duly admitted to
practice béfore the Colorado Supreme Court, other Colorado
o courts, the United States District Court for the District of
—-— -~Colorado, the United States Court of Appeals for the Tenth
Circuit and the United States Supreme Court. I have practiced
‘law full-time since 1956, primarily in regard to matters arising
under federal and state securities laws, the federal bankruptcy
laws and related litigation. I am a senior member of Lohf &

Barnhill, P.C., Attorneys at Law, which has its office at 950

South Cherry Street, Suite 900, Denver, Colorado.



2. I acted as counsel to Jack J. Grynberg, the above-named
applicant, in connection with certain litigation and other
matters since 1976. My representation included acting as his
primary counsel in connection with his filing of a voluntary
petition under Chapter 11 of the Bankruptcy Code, 11 U.S.C. §§101
et seq. on February 20, 1981. His wife, Celeste C. Grynberg,
also filed a voluntary petition under Chapter 11 of the Bank-
ruptcy Code on the same date. The two cases, Nos. 81 B 00821M
and 81 B 00825M, respectively, were filed and administered in the
United States Bankruptcy Court for the District of Colorado.
Although not consolidated, for most purposes the two cases were
administered jointly; and 1 have detailed familiarity with most
proceedings in both cases.

3. Mr. and Mrs. Grynberg filed a Second Modified Joint
Plan of Reorganization (the "Plan") in their respective Chapter
11 cases. ‘ﬁhe Plan generally provides, subject to resolution of
disputes in;olving certain of the claims against their respective
estates, that all claims which have been or which hereafter may
be allowed and ordered:paid by the United States Bankruptcy Court
for the District of Colorado shall be paid in cash and in full
with all interest properly due and payable. After notice and
hearing, the Honorable John P. Moore, then United States Bank-
ruptcy Judge, entered his order on April 21, 1982, approving and
confirming the Plan in the two Chapter 11 cases. The two cases

have not been closed and formally are still pending in the United



States District Court for the District of Colorado. Closing of
cases cannot occur until all disputes arising out of objections
to proofs of claim filed against the Chapter 11 estates of Mr.
and Mrs. Grynberg have been resolved in bankruptcy or other judi-
cial proceedings. Significant such disputes have not yet been
resolved, and proceedings in respect thereto are or will be pend-
ing. Until resolution of all such disputes and final allowance
or disallowance of all related claims against the Chapter 11
estates, the cases cannot be closed.

4. Confirmation of the Plan operated, in accordance with
the provisions of Section 1141 of the Bankruptcy Code, 11 U.S.C.
§1141, to revest in the Chapter 11 debtors, after confirmation of
the Plan, all property of their respective estates free and clear
of all claims and interest of creditors, equity security holders
and other persons except as provided in Section 1141, in the Plan
or in the order confirming the Plan. To the best of my knowl-
edge, infofﬁation and belief, none such exception is presently
applicable, otherwise material or inhibits Mr. or Mrs. Grynberg
. from dealing in or with their property and estate to the extent
possible had the Chapter 11 cases not been filed, except that the
Plan continues in effect a deposit, presently aggregating approx-
imately $9.5 million, by Jack J. Grynberg made with the Clerk of
the United States Bankruptcy Court in September 1981 as substi-
tute collateral for certain disputed claims which have not been

finally allowed (with the exception of one claim for approximate-



ly $126,000). Proceedings in respect to remaining claims so
collateralized are still in progress.
5. Except as otherwise stated herein, the statements here-

in are made as of my knowledge.

- . —
7 ’ ’ e
. / 7 I

SR P IR APV

Ernest W. Lohf 7

Subscribed and sworn to before me this &04/ day of October,
1985, by Ernest W. Lohf.

Witness my hand and official seal.

My commission expires:

<::;K£nyé 74- QQ}w/LJYAL .

'.GLDNAA. 0 Notary Public

BOROWSKI




BEFORE THE OIL CONSERVATION COMMISSION
ENERGY AND MINERAL DEPARTMENT
OF THE
STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION OF
JACK J. GRYNBERG TO AMEND COMMISSION
ORDER NO. R-6873 TO PROVIDE FOR THE
DRILLING OF A SECOND WELL AT AN
UNORTHODOX LOCATION ON THE 320-ACRE
PRORATION UNIT, TO CHANGE THE
OPERATOR AND TO DETERMINE THE RISK
FACTOR AND OVERHEAD CHARGES, CHAVES
COUNTY, NEW MEXICO

Case No. 8400
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AFFIDAVIT OF ERNEST W. LOHF

CITY AND COUNTY OF DENVER )
) ss.
STATE OF COLORADO )

Ernest W. Lohf, having been first duly sworn, upon oath
states as follows:

1. I am a citizen of the United States and a resident of
Denver, Colorado. I am an attorney at law and duly admitted to
practice béfore the Coloradoc Supreme Court, other Colorado
courts, the United States District Court for the District of
- Colorado, the United States Court of Appeals for the Tenth
Circuit and the United States Supreme Court. I have practiced
law full-time since 1956, primarily in regard to matters arising
under federal and state securities laws, the federal bankruptcy
laws and related litigation. I am a senior member of Lohf &

Barnhill, P.C., Attorneys at Law, which has its office at 950

South Cherry Street, Suite 900, Denver, Colorado.



2. I acted as counsel to Jack J. Grynberg, the above-named
applicant, in connection with certain litigation and other
matters since 1976. My representation included acting as his
primary counsel in connection with his filing of a voluntary
petition under Chapter 11 of the Bankruptcy Code, 11 U.S.C. §§101
et seq. on February 20, 1981. His wife, Celeste C. Grynberg,
also filed a voluntary petition under Chapter 11 of the Bank-
ruptcy Code on the same date. The two cases, Nos. 81 B 00821M
and 81 B 00825M, respectively, were filed and administered in the
United States Bankruptcy Court for the District of Colorado.
Although not consolidated, for most purposes the two cases were
administered jointly; and I have detailed familiarity with most
proceedings in both cases.

3. Mr. and Mrs. Grynberg filed a Second Modified Joint
Plan cof Reorganization (the "Plan®™) in their respective Chapter
11 cases. .?he Plan generally provides, subject to resolution of
disputes ih&olving certain of the claims against their respective
estates, that all claims which have been or which hereafter may
be allowed and ordered paid by the United States Bankruptcy Court -
for the District of Colorado shall be paid in cash and in full
with all interest properly due and payable. After notice and
hearing, the Honorable John P. Moore, then United States Bank-
ruptcy Judge, entered his order on April 21, 1982, approving and
confirming the Plan in the two Chapter 11 cases. The two cases

have not been closed and formally are still pending in the United



States District Court for the District of Colorado. Closing of
cases cannot occur until all disputes arising out of objections
to proofs of claim filed against the Chapter 11 estates of Mr.
and Mrs. Grynberg have been resolved in bankruptcy or other judi-
cial proceedings. Significant such disputes have not yet been
resolved, and proceedings in respect thereto are or will be pend-
ing. Until resolution of all such disputes and final allowance
or disallowance of all related claims against the Chapter 11
estates, the cases cannot be closed.

4. Confirmation of the Plan operated, in accordance with
the provisions of Section 1141 of the Bankruptcy Code, 11 U.S.C.
§1141, to revest in the Chapter 11 debtors, after confirmation of
the Plan, all property of their respective estates free and clear
of all claims and interest of creditors, equity security holders
and other persons except as provided in Section 1141, in the Plan
or in the order confirming the Plan. To the best of my knowl-"
edge, infofaation and belief, none such exception is presently
applicable, otherwise material or inhibits Mr. or Mrs. Grynberg
. from dealing in or with their property and estate to the extent
possible had the Chapter 11 cases not been filed, except that the
Plan continues in effect a deposit, presently aggregating approx-
imately $9.5 million, by Jack J. Grynberg made with the Clerk of
the United States Bankruptcy Court in September 1981 as substi-
tute collateral for certain disputed claims which have not been

finally allowed (with the exception of one claim for approximate-



ly $§126,000). Proceedings in respect to remaining claims so

collateralized are still in progress.

5. Except as otherwise stated herein, the statements here-

in are made as of my knowledge.
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Ernest W Tohf Kd

Subscribed and sworn to before me thlsc]g day of October,
1985, by Ernest W. Lohf.

Witness my hand and official seal.

My commission expires:

_____

i A+ S s/ﬁ '

Notary Public
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BEFORE THE OIL CONSERVATION COMMISSION
ENERGY AND MINERAL DEPARTMENT
OF THE
STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION OF
JACK J. GRYNBERG TO AMEND COMMISSION
ORDER NO. R-6873 TO PROVIDE FOR THE
DRILLING OF A SECOND WELL AT AN
UNORTHODOX LOCATION ON THE 320-ACRE
PRORATION UNIT, TO CHANGE THE
OPERATOR AND TO DETERMINE THE RISK
FACTOR AND OVERHEAD CHARGES, CHAVES
COUNTY, NEW MEXICO

Case No. 8400

Ve s Vs Y V' Nt s Nl St

AFFIDAVIT OF ERNEST W. LOHF

CITY AND COUNTY OF DENVER )
) ss.
STATE OF COLORADO )

Ernest W. Lohf, having been first duly sworn, upon oath
states as follows:

1. I am a citizen of the United States and a resident of
Denver, Colorado. I am én attorney at law and duly admitted to
practice b;éore the Colorado Supreme Court, other Colorado
courts, the United States District Court for the District of
Colorado, the United States Court of Appeals for the Tenth
Circuit and the United States Supreme Court. I have practiced
law full-time since 1956, primarily in regard to matters arising
under federal and state securities laws, the federal bankruptcy
laws and related litigation. I am a senior member of Lohf &

Barnhill, P.C., Attorneys at Law, which has its office at 950

South Cherry Street, Suite 900, Denver, Colorado.



2. I acted as counsel to Jack J. Grynberg, the above-named
applicant, in connection with certain litigation and other
matters since 1976. My representation included acting as his
primary counsel in connection with his filing of a voluntary
petition under Chapter 11 of the Bankruptcy Code, 11 U.S.C. §§101
et seq. on February 20, 1981. His wife, Celeste C. Grynberg,
also filed a voluntary petition under Chapter 11 of the Bank-
ruptcy Code on the same date. The two cases, Nos. 81 B 00821M
and 81 B 00825M, respectively, were filed and administered in the
United States Bankruptcy Court for the District of Colorado.
Although not consolidated, for most purposes the two cases were
administered jointly; and I have detailed familiarity with most
proceedings in both cases.

3. Mr. and Mrs. Grynberg filed a Second Modified Joint
Plan of Reorganization (the "Plan") in their respective Chapter
11 cases. 'ﬁhe Plan generally provides, subject to resolution of
disputes in&olving certain of the claims against their respective
estates, that all claims which have been or which hereafter may
be allowed and ordered paid by the United States Bankruptcy .Court
for the District of Colorado shall be paid in cash and in full
with all interest properly due and payable. After notice and
hearing, the Honorable John P. Moore, then United States Bank-
ruptcy Judge, entered his order on April 21, 1982, approving and
confirming the Plan in the two Chapter 11 cases. The two cases

have not been closed and formally are still pending in the United



States District Court for the District of Colorado. Closing of
cases cannot occur until all disputes arising out of objections
to proofs of claim filed against the Chapter 11 estates of Mr.
and Mrs. Grynberg have been resolved in bankruptcy or other judi-
cial proceedings. Significant such disputes have not yet been
resolved, and proceedings in respect thereto are or will be pend-
ing. Until resolution of all such disputes and final allowance
or disallowance of all related claims against the Chapter 11
estates, the cases cannot be closed.

4. Confirmation of the Plan operated, in accordance with
the provisions of Section 1141 of the Bankruptcy Code, 11 U.S.C.
§1141, to revest in the Chapter 11 debtors, after confirmation of
the Plan, all property of their respective estates free and clear
of all claims and interest of creditors, equity security holders
and other persons except as provided in Section 1141, in the Plan
or in the order confirming the Plan. To the best of my knowl-
edge, infofﬁation and belief, none such exception is presently
applicable, otherwise material or inhibits Mr. or Mrs. Grynberg
. from dealing in or with their property and estate to the extent
possible had the Chapter 11 cases not been filed, except that the
Plan continues in effect a deposit, presently aggregating approx-
imately $9.5 million, by Jack J. Grynberg made with the Clerk of
the United States Bankruptcy Court in September 1981 as substi-
tute collateral for certain disputed claims which have not been

finally allowed (with the exception of one claim for approximate-



ly $126,000). Proceedings in respect to remaining claims so

collateralized are still in progress.

5. Except as otherwise stated herein, the statements here-

in are made as of my knowledge.

s 4

-
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Ernest W. Toht 7

Subscribed and sworn to before me thiscgg*ﬁj day of October,
1985, by Ernest W. Lohf.

Witness my hand and official seal.

My commission expires:

%4 A \szﬁv'UY/C\ '

Notary Public




JONES, GALLEGOS, SN EAD{,:‘) WERTHEIM

October 29, 1985

HAND-DELIVERED

Mr. R. L. Stamets, Director

0il1l Conservation Division

RECEIVED
OCT 29 1985

Energy and Minerals Department

New Mexico State Land Offi
Santa Fe, New Mexico 87501

RE: Application o

OCC Case No.
Dear Mr. Stamets:

In accordance with
at the close of the hearin

ce

i
f Jack Grynberg
8400

the Commission's request
g in this matter, in behalf

of the applicant we are submitting a Proposed Form

of Decision Order.

In light of the exhibits introduced in behalf
of Yates Company at the continued hearing which
questioned the financial responsibility of Jack J.

Grynberg, we submit as a 1
of the enclosed financial

It is requested that it be
as Applicant's Exhibit No.
tributed to other members

reporter.

Very
JONES
By
J
JEG:hvm
Enclosures
cc: A. J. Losee, Esq.

Jack Grynberg
Morris Ettinger

215 LINCOLN AVENUE SANTA FE, NEW MEXICO 87504-2228 PO. BOX 2228

ate-filed exhibit five copies
statement of the applicant.
admitted into the record
17, with copies being dis-
of the Commission and to the

truly yours,

, GALLEGOS, SNEAD

& <§?HE , P.A.
{E. GALLEGOS

L FTRE

OIL CONSERVATION DIVISION

LETE T

O. RUSSELL JONES (1912-1978)

JE.GALLEGOS
JAMES SNEAD
JERRY WERTHEIM

M J. RODRIGUEZ
JOHN WENTWORTH
STEVEN L. TUCKER
ARTURQ L JARAMILLO
PETERV CULBEAT
JAMES G WHITLEY tii
FRANCIS J. MATHEW
ROBERT W ALLEN

JUDITH C. HERRERA
CHARLES A PURDY
MARTHA VAZQUEZ
LELAND ARES
ASENATHM KEPLER
MICHAEL BAIRD
NANCY R. LONG
CAROL L COUCH
STEVEN B MOORES

ATTORNEYS AT LAW

(505)982-2691 TELECOPIER (505) 984-0846 A PROFESSIONAL ASSOCIATION
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BEFORE THE OIL CONSERVATION COMMISSION
ENERGY AND MINERAL DEPARTMENT
OF THE
STATE OF NEW MEXICO

-

IN THE MATTER OF THE APPLICATION OF
JACK J. GRYNBERG TO AMEND COMMISSION
ORDER NO. R-6873 TO PROVIDE FOR THE
DRILLING OF A SECOND WELL AT AN
UNORTHODOX LOCATION ON THE 320-ACRE
PRORATION UNIT, TO CHANGE THE
OPERATOR AND TO DETERMINE THE RISK
FACTOR AND OVERHEAD CHARGES, CHAVES
COUNTY, NEW MEXICO.

Case No. 8400
Order No.

Amending Order
No. R-6873

N e N Nt N Nt N N Mg g

PROPOSED ORDER OF THE COMMISSION
SUBMITTED BY THE APPLICANT

BY THE COMMISSION:

This cause came on for hearing at 9:00 a.m. on
September 18, 1985, and was continued and readvertised for
further hearing on October 17, 1985, at Santa Fe, New Mexico
before the O0il Conservation Commission of New Mexico (the
"Commission").

Heretofore on January 7, 1982, by Order No. R-6873,
the Commission had granted the application of Harvey E. Yates
Company to pool all the mineral interests down through the
Ordovician formation underlying the W/2 of Section 18, Township
9 South, Range 27 East, NMPM, Chaves County, New Mexico, had

declared that applicant the operator of a well to be drillied on
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the 320 acre tract and established a risk factor and overhead
charges for the well; jurisdiction of the matter w;s expressly
reserved for the entry of further orders as necessary.

Having now heard the evidence and receiQed the
exhibits introduced in this case by the applicant Jack J.

Grynberg ("Grynberg") and by Harvey E. Yates Company ('Yates")

the Commission FINDS AS FOLLOWS:

1. The current operator, Yates, drilled and completed
a well in the SW/4 NW/4 of the 320 acre unit designated the
Seymour State Comm. No. 1. The well was completed in the Abo
formation and a lower Prepermian formation. The Prepermian

formation is and has been nonproductive since 1984.

2. The existing circumstances are that the 320 unit
contains one producing Abo well on a 160 acre spacing and no
producing Prepermian well on the 320 acre spacing. Grynberg's
evidence establishes that a second well at an unorthodox
location in the SW/4 SW/4 of Section 18 is situated higher
structurally; that the proposed location presents a probability
of obtaining commercial production from the Abo and from the
Fusselman; that the Fusselman is a separate Prepermian
formation from that which was tested by the Seymour State well.

3. Although requested by Grynberg to do so, Yates
has refused to wundertake further development of the unit by

drilling a second well.

Order of the Commission - Page 2
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4. The drilling of the second proposed well s
necessary for the unit to be effectively ana prudently
developed and to prevent waste and protect correlative rights.

5. The effect of a pooling order, and spee}fically
in this instance Order R-6873, is to convert separate interests
into common interests in the whole unit. Grynberg's 24.6%
interest in the property is an undivided fractional interest in
all the production from the pooled mineral interests underlying
the 320 acre interest, from the surface to the Ordovician
formation. Accordingly, Grynberg has a right to drill a well
on the proposed location.

6. The second well is proposed for the SW/4 SW/4 and
constitutes an unorthodox Ilocation. A reasonable production
limiting factor to compensate for such location is 79%. |

7. The risk factor of 200 percent and overhead
charges of $3,550.00 per month while drilling and $355.00 per
month while producing and other related terms and conditions,
as established by Order R-6873 are reasonable for the second
well on the unit.

8. The applicant Grynberg is fit and competent to be
designated operator of the second well or of the unit.

IT 1S THEREFORE ORDERED:

1. That except as hereafter specifically provided,

Order R-6873 remains in force and effect.

Order of the Commission - Page 3
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2. That the unit is dedicated to the drilling of a
second well at an unorthodox location in the SW/4 SW/4 to a
depth sufficient to test the Prepermian formation, and to
produce shallower formations, such as the Abo, if production is
encountered.

3. That Jack J. Grynberg is hereby designated the
operator of the subject second well.

[3. That Jack J. Grynberg is hereby designated the
operator of the unit, inclusive of the Seymour State well and
the subject second well.]

4. That all production proceeds, charges,
non-consent costs and other accountings shall be entirely
separate and distinct as between the Seymour State and the
second well to be drilled.

5. That within 20 days after the effective date of
this order, the operator shall furnish the Commission and each
known working interest owner in the unit an itemized schedule

of estimated well costs.

6. That the procedures for participation, the risk
factor and overhead charges and the operators drilling and
accounting responsibilities for this second well are the same

as provided in Order R-6873 for the first well.

7. That the Commission retains jurisdiction of this
cause for the entry of such further orders as it may deem
necessary.

Order of the Commission - Page 4
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Respectfully submitted,

JONES, GALLEGOS, SNEAD & WERTHEIM, P.A.
Attorneys for Applicant

By

J/ E. GALLEGOS

Post Office Box 2228

Santa Fe, New Mexico 87504-2228
(505) 982-2691

CERTIFICATE OF MAILING

It is hereby certified that on the ZiMday

'ofm , 1985, a true and correct copy of the

foregoing Proposed Order Of The Commission Submitted By The

Applicant was mailed to counsel of record, A. J. Losee, Post
Office Drawer 239, Artesia, New Mexico 88211, by first-class

mail, postage prepaid.

H. GALLEGOS

7580A

Order of the Commission - Page 5




JACK J. GRYNBERG

d/b/a

GRYNBERG PETROLEUM COMPANY

FINANCIAL STATEMENT
DECEMBER 31,

ASSETS

Cash

Certificates of Deposit &
Other Marketable Services

Accounts & Notes Receivable

Total Current Assets

0il & Gas Properties, Net of
Depletion & Depreciation
Office Furniture & Equipment,
Net of Depreciation
Automobiles, Net of Depreciation
Other Long Term Investments

Total Assets

LIABILITIES & NET WORTH

Federal & State Income Taxes Payable
Accounts Payable

Total Current Liabilities
Deferred Credit
Net Worth

Total Liabilities & Net Worth

APPLICANT'S EXHIBIT NO.

1984

$

744,209

14,391,569

1,

869,997

$17,

3,

2,

006,175

142,609

264,621
38,344
677,403

$§23,

129,152

328,501
356,174

$22,

684,675
282,357

162,120

$23,

129,152

17



JACK J. GRYNBERG

d/b/a

GRYNBERG PETROLEUM COMPANY

FINANCIAL STATEMENT
DECEMBER 31,

ASSETS

Cash

Certificates of Deposit &
Other Marketable Services

Accounts & Notes Receivable

Total Current Assets

0il & Gas Properties, Net of
Depletion & Depreciation
Office Furniture & Equipment,
Net of Depreciation
Automobiles, Net of Depreciation
Other Long Term Investments

Total Assets

LIABILITIES & NET WORTH

Federal & State Income Taxes Payable
Accounts Payable

Total Current Liabjilities
Deferred Credit
Net Worth

Total Liabilities & Net Worth

1984

$ 744,208

14,391,9¢9
1,869,897

$17,006,175

3,142,609

264,621
38,344
2,677,403

$23,129,152

$ 328,501
356,174

$ 684,675
282,357

$22,162,120

$23,129,152

APPLICANT'S EXHIBIT NO. 17



JACK J. GRYNBERG

d/b/a

GRYNBERG PETROLEUM COMPANY

FINANCIAL STATEMENT
DECEMBER 31,

ASSETS

Cash

Certificates of Deposit &
Other Marketable Services

Accounts & Notes Receivable

Total Current Assets

Oil & Gas Properties, Net of
Depletion & Depreciation
Office Furniture & Equipment,
Net of Depreciation
Automobiles, Net of Depreciation
Other Long Term Investments

Total Assets

LIABILITIES & NET WORTH

Federal & State Income Taxes Payable
Accounts Payable

Total Current Liabilities
Deferred Credit
Net Worth

Total Liabilities & Net Worth

1984

$ 744,209

14,391,569
1,869,997

$17,006,175

3,142,609

264,621
38,344
2,677,403

$23,129,152

$ 328,501
356,174

$ 684,675
282,357

$22,162,120

$23,129,152

APPLICANT'S EXHIBIT NO. 17



JACK J. GRYNBERG

d/k/a

GRYNBERG PETROLEUM COMPANY

FINANCIAL STATEMENT
DECEMBER 31,

ASSETS

Cash

Certificates of Deposit &
Other Marketable Services

Accounts & Notes Receivable

Total Current Assets

0il & Gas Properties, Net of
Depletion & Depreciation
Office Furniture & Equipment,
Net of Depreciation
Automobiles, Net of Depreciation
Other Long Term Investments

Total Assets

LIABILITIES & NET WORTH

Federal & State Income Taxes Payable
Accounts Payable

Total Current Liabilities
Deferred Credit
Net Worth

Total Liabilities & Net Worth

APPLICANT'S EXHIBIT NO.

1984

$

14,
1,

744,209

391,963
869,997

§17,

3,

2,

006,175

142,609

264,621
38,344
677,403

$23,

129,152

328,501
356,174

$22,

684,675
282,357

162,120

$23,

129,152

17



