
STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DIVISION  

OIL CONSERVATION DIVISION 

APPLICATIONS OF SPUR ENERGY PARTNERS, LLC  
FOR COMPULSORY POOLING, EDDY COUNTY,  
NEW MEXICO. 

Case Nos. 21882, 21883 

MOTION TO DISMISS FORCE POOLING APPLICATIONS AS TO PETRO-YATES 
INC. AND JALAPENO CORPORATION 

  Petro-Yates, Inc. (Petro-Yates) and Jalapeno Corporation (Jalapeno) (collectively 

movants), respectfully move the Division for its Order dismissing these force pooling 

applications as to them.  The applications are set for hearing May 6, 2021.  Movants will 

demonstrate that they have agreed to pool their interests and participate in the drilling 

and operation of the wells at issue in the applications.  Consequently, they are not subject 

to force pooling pursuant to NMSA 1978 § 70-2-17(C).  Moreover, the applicant Spur 

Energy Partners, LLC (Spur) initially advised movants they would not be subject to force 

pooling because they have agreed to participate, only to change its position on May 4, 

2021 when it advised that movants would be subject to the force pooling proceedings. 

Because movants relied on Spur’s earlier representation, they did not previously enter an 

appearance or file a pre-hearing statement.  Spur’s belated change of position would 

cause a violation of movants’ due process and correlative rights if these proceedings 

move forward on May 6, 2021 as to Petro-Yates and Jalapeno. 

As grounds for this Motion, movants state as follows: 

1. In these force pooling proceedings, Spur seeks an order force pooling all

uncommitted mineral interests in two units covering acreage in Township 17 South, 
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Range 28 East, Eddy County, New Mexico.  Case 21882 seeks approval of a 320-acre 

unit to be dedicated to the following wells:  Halberd C 27 State 52H, Halberd C 27 State 

92H, Halberd D 27 State 72H, and Halberd D 27 State 53H.  Case 21883 seeks approval 

of a 160-acre unit to be dedicated to the Halberd C 27 State 11H well. 

2. On March 2, 2021, Spur sent movants proposed Joint Operating 

Agreements (JOAs) for the acreage at issue and well proposals (AFEs) for the wells at 

issue.1  On April 2, 2021, Jalapeno responded by letter and indicated its willingness to 

participate in the wells.  It included with the letter signed AFEs for each well at issue in 

these applications. However, Jalapeno stated it was not agreeable to the non-consent 

risk penalty provisions of the JOAs.  Jalapeno offered alternatives that have been 

satisfactory to other operators in the Permian Basin.  It indicated non-consent terms it 

would accept.  It also offered to sign a JOA with a “farmout in lieu” of a non-consent 

penalty.  It finally proposed a letter agreement to resolve the issue if Spur would not agree 

to negotiate the JOA.  A copy of that letter is attached as Exhibit A. 

3. Spur filed these force pooling applications on April 6, 2021.  Upon receipt, 

Jalapeno sent an email to Spur Senior Landman Morgan Landry asking him to confirm 

receipt of movants’ signed AFEs for the wells and asked that Spur confirm it would not 

force pool Petro-Yates or Jalapeno in light of their election to participate.   

4. Mr. Landry replied by email dated April 15, 2021: “Yes we do not intend to 

force pool either Jalapeno or PetroYates interest.  These [force pooling applications] were 

prepared prior to receiving your election.  Sorry for any confusion this may have caused.”  

 
1 Due to a clerical error, Petro-Yates was shown as a record working interest owner when the proposals 
were sent.  Jalapeno has corrected the error.  Jalapeno has acquired all of Petro-Yates’ working interest in 
the acreage. 
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The email said nothing about the need for movants to execute a JOA.  A copy of the email 

string is attached as Exhibit B. 

5. Based on Spur’s assurance, movants did not enter an appearance or file a 

pre-hearing statement in these cases.  These cases are set for hearing on May 6. 

6. Undersigned counsel contacted Spur’s counsel on May 5, 2021 to confirm 

that Spur would not seek to force pool Petro-Yates or Jalapeno in these applications.  

Spur counsel then advised that the communication from Mr. Landry was in anticipation of 

movants signing the JOA, and because that had not happened, “Spur is planning to pool 

Jalapeno and PetroYates . . .”.  A copy of that email is attached as Exhibit C. 

7. These cases should be dismissed as to movants for two reasons.  First, the 

statutory force pooling authorization applies only to owners who “have not agreed to pool 

their interests.”  § 70-2-17(C).  Because Jalapeno has agreed to pool their interests, they 

are not subject to these force pooling proceedings. 

8. Spur’s actions have denied movants’ due process rights to fully and 

meaningfully participate in these proceedings.  See Uhden v. New Mexico Oil 

Conservation Commission, 1991-NMSC-089, 112 N.M. 528, 817 P.2d 721.  Movants 

were entitled to rely on the representation of the Spur landman that Spur would not force 

pool movants given their election to participate.  Movants’ due process and correlative 

rights would be violated if they are not allowed to fully participate, including filing a pre-

hearing statement and having ample time to prepare for a hearing on the merits.   

9. Due to the late timing of Spur’s change of position, undersigned counsel is 

not available to attend the May 6 hearing on these applications.  Consequently, movants 

ask the Division to decide this Motion on the pleadings. 
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WHEREFORE, movants request that the Division dismiss these force pooling 

applications as to Petro-Yates and Jalapeno, and for such further relief as the Division 

deems appropriate. 

 Respectfully submitted, 

GALLEGOS LAW FIRM, P.C. 

By__ /s/ J.E. Gallegos     _______ 
J.E. GALLEGOS 
MICHAEL J. CONDON 

460 St. Michael’s Drive, Bldg. 300 
Santa Fe, New Mexico  87505 
(505) 983-6686
jeg@gallegoslawfirm.net
mjc@gallegoslawfirm.net

Attorneys for Petro-Yates and Jalapeno  

CERTIFICATE OF SERVICE 

I hereby certify that a true and correct copy of the foregoing was served on the 

following counsel of record by electronic mail this 5th day of May, 2021. 

Dana S. Hardy 
Michael Rodriguez 
P.O. Box 2068 
Santa Fe, NM  87504-2068 
(505) 982-4554
dhardy@hinklelawfirm.com
mrodriguez@hinklelawfirm.com

Attorneys for Spur Energy 

___/s/ J.E. Gallegos____________ 
J.E. Gallegos 
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