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J u l y 1 9 , 1991 

Robert S t o v a l l 
S t a t e o f New Mexico 
Energy, M i n e r a l s and N a t u r a l Resources 
O i l C o n s e r v a t i o n D i v i s i o n 
P.O. Box 2088 
S t a t e Land O f f i c e B i d s . 
Santa Fe, New Mexico 87504 

Re: Case No. {no i n f o r m a t i o n ) . A p p l i c a t i o n o f Nearburg 
P r o d u c i n g Company f o r Compulsory P o o l i n g and a Non
s t a n d a r d Spacing U n i t , Lea County, New Mexico, h e a r i n g 
set f o r J u l y 25, 1991 

Dear Mr. S t o v a l l : 

Pursuant t o your recommendation o f J u l y 18, 1991, I am 
f o r w a r d i n g t h i s l e t t e r t o the O i l C o n s e r v a t i o n D i v i s i o n 
r a t h e r than a Pre-Hearing Statement. 

I am r e p r e s e n t i n g my w i f e , Sarah L. Grimes, and am 
res p o n d i n g on her b e h a l f w i t h r e s p e c t t o the r e f e r e n c e d 
p r o c e e d i n g s which are s e t f o r h e a r i n g b e f o r e a D i v i s i o n 
Examiner on J u l y 25, 1991. For t h e reasons s e t f o r t h below, 
I am r e q u e s t i n g a two-week c o n t i n u a n c e o f these p r o c e e d i n g s 
so t h a t we might f u l l y e v a l u a t e whether she s h o u l d l e a s e her 
m i n e r a l i n t e r e s t under t h e terms proposed by Nearburg or 
p a r t i c i p a t e w i t h her i n t e r e s t i n t h e proposed d r i l l i n g 
o p e r a t i o n s . 

Sarah L. Grimes owns an u n d i v i d e d 1/12 m i n e r a l i n t e r e s t 
i n t h e NW/4 NE/4 o f S e c t i o n 30, Township 19 South, Range 36 
East, N.M.P.M., Lea County, New Mexico. Mr. Randy V. Watts 
f o r m a l l y r e q u e s t e d t o lease t h i s i n t e r e s t on b e h a l f o f 
Nearburg f o r i t s Morrow t e s t i n S e c t i o n 30 by l e t t e r d a t e d 
June 21, 1991 and postmarked June 24, 1991. I responded by 
l e t t e r dated June 25, 1991, t h a t Mrs. Grimes might be 
i n t e r e s t e d i n j o i n i n g as a n o n - o p e r a t i n g w o r k i n g i n t e r e s t 
p a r t n e r and r e q u e s t e d a copy o f Nearburg's AFE, O p e r a t i n g 
Agreement, p l a n s f o r the w e l l , i n f o r m a t i o n on t h e proposed 
l o c a t i o n and a schedule o f e v e n t s . I noted t h a t pending our 
e x a m i n a t i o n o f t h i s m a t e r i a l , she would make her d e c i s i o n t o 
le a s e or p a r t i c i p a t e "as q u i c k l y as p o s s i b l e " . Mr. Watts 
fo r w a r d e d a cooy o f Nearburg's AFE o n l y , by l e t t e r d a t e d J u l y 
3, 1991 ( r e c e i v e d J u l y 5, 1991). T h i s l e t t e r a d v i s e d "as a 
m a t t e r o f i n f o r m a t i o n " t h a t a f o r c e p o o l h e a r i n g had been 
scheduled i n Santa Fe f o r J u l y 25. Mrs. Grimes a l s o r e c e i v e d 
on J u l y 5, 1991 a l e t t e r dated J u l y 2, 1991 from W i l l i a m F. 
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Carr, a t t o r n e v f o r Nearburg, p r o v i d i n g n o t i c e o f t h e 
r e f e r e n c e d h e a r i n g . S c h e d u l i n g o f t h e r e f e r e n c e d f o r c e p o o l 
h e a r i n g had o c c u r r e d on or b e f o r e J u l y 2, 1991, which i s 
p r i o r t o the t i m e we r e c e i v e d Nearburg's AFE. Nearburg made 
no a t t e m p t t o d i s c u s s Mrs. Grimes' j o i n i n g i n i t s o p e r a t i o n s , 
but r a t h e r s i m p l y i n i t i a t e d f o r c e p o o l i n g p r o c e e d i n g s . I 
c a l l e d and l e f t messages f o r Mr. Watts on J u l y 5 and J u l y 8, 
r e q u e s t i n g the a d d i t i o n a l i n f o r m a t i o n . We r e c e i v e d t h e 
O p e r a t i n g Agreement on J u l y 10, 1991 by l e t t e r d a t e d J u l y 9, 
1991 from Mr. Watts. 

A r e v i e w o f t h e O p e r a t i n g Agreement proved i t t o be 
i n c o m p l e t e . For example, no l e a s e form was a t t a c h e d as 
E x h i b i t "B" t h e r e t o . T h i s lease e x h i b i t i s v e r y i m p o r t a n t 
f o r our e v a l u a t i o n o f whether t o p a r t i c i p a t e , as we need t o 
be i n agreement on wThat Mrs. Grimes' r o y a l t y and le a s e terms 
would be sho u l d she go non-consent on any subsequent 
o p e r a t i o n s . We have executed a lease i n f a v o r o f Nearburg on 
an a d j a c e n t u n r e l a t e d t r a c t , t h e form o f which we would 
propose be a t t a c h e d t o the O p e r a t i n g Agreement, but my 
a t t e m p t s t o d i s c u s s t h i s m a t t e r o r secure anyT a d d i t i o n a l 
i n f o r m a t i o n from b o t h Mr. Watts and Mr. Carr were 
u n s u c c e s s f u l . W i t h o u t d i s c u s s i n g t h i s m a t t e r w i t h Nearburg 
or w i t h o u t r e v i e w i n g complete i n f o r m a t i o n r e q u e s t e d , we 
s i m p l y cannot make an i n f o r m e d d e c i s i o n whether t o 
p a r t i c i p a t e o r l e a s e . 

Keeping i n mind t h a t the f o r c e p o o l i n g p r o c e e d i n g s were 
f i l e d even b e f o r e we were g i v e n any i n f o r m a t i o n on j o i n i n g , 
i t appears t h a t Nearburg i s not making an e f f o r t t o d i s c u s s 
Mrs. Grimes 5 a t t e m p t s t o j o i n and i s a t t e m p t i n g t o b u l l y her 
i n t o l e a s i n g w i t h o u t g i v i n g her reasonable t i m e t o make an 
in f o r m e d d e c i s i o n . The time frame o f events has a l s o 
p r e v e n t e d us from making an independent a n a l y s i s o f t h e 
geology o f t h i s p r o s p e c t . 

For the f o r e g o i n g reasons I r e q u e s t a two-week 
c o n t i n u a n c e which w i l l be adequate t i m e f o r us t o e v a l u a t e 
the p r o s p e c t and make a d e t e r m i n a t i o n whether t o p a r t i c i p a t e 
or l e a s e . A c o n t i n u a n c e w i l l a l s o p r o v i d e Nearburg w i t h t i m e 
t o p r e s e n t us w i t h t h a t i n f o r m a t i o n necessary t o make t h e 
in f o r m e d d e c i s i o n . 

Mrs. Grimes has p a r t i c i p a t e d w i t h her m i n e r a l i n t e r e s t s 
i n d e a l s s i m i l a r t o t h i s i n t h e p a s t and she wants t o see 
t h i s w e l l d r i l l e d . She a l s o wants t o have a good w o r k i n g 
r e l a t i o n s h i p w i t h Nearburg and we are r e q u e s t i n g t h i s 
c o n t i n u a n c e i n good f a i t h and b e l i e v e t he r e q u e s t i s 
reasonable under t h e c i r c u m s t a n c e s . I t i s Mrs. Grimes' i n t e n t 
t o j o i n i n the o p e r a t i o n s i f an e v a l u a t i o n o f t h e r e q u e s t e d 
i n f o r m a t i o n proves t h i s d e s i r a b l e . To t h i s d a t e , Mrs. Grimes 
has n o t "not agreed t o p o o l her i n t e r e s t " . To be f o r c e 
pooled w i t h o u t even g e t t i n g t h e chance t o make an i n f o r m e d 
d e c i s i o n on the m a t t e r i s p a t e n t l y u n f a i r and I b e l i e v e t he 



f o r c e p o o l i n g s t a t u t e s c o u l d n o t have been designed 
a c h i e v e t h i s r e s u l t . 

Thank vou f o r your c o n s i d e r a t i o n i n t h i s m a t t e r . 

DNG/jb 

Copies Sent: 

Fax and M a i l on 7-19-91 
Robert S t o v a l l , C o n s e r v a t i o n D i v i s i o n , Sante 
Nearburg Pro d u c i n g Company, M i d l a n d . 
W i l l i a m F. C a r r , A t t o r n e y , Santa Fe. 

S i n c e r e l y , 

David N. Grimes 

M a i l 7-19-91 
Randy V. Watts. Landman, Roswell. 
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J u l y -L9 1 9 9 1 

Robert 5 t o v a 1-1 
S t a t e " o f New Mex 
Energy, 
-Oil- Con 
P.-Q," "Box 
Statue. 
Santa 

Re: 

Resources Dept, 

r o t a t i o n ) . A p p l i c a t i o n -of- Nearburg 
Compulsory P o o l i n g and a- Non-
Lea County, New Mexico, h e a r i n g 

Dear Mr-. 

Pursuant t o your recommendation o f J u l y 13,._ 1991,- I am 
fo r w a r d i n g ^ t h i s l e t t e r / t o the. O i l . C o n s e r v a t i o n D i v i s i o n : 
r a t h e r t h a n a Pre-Hearin? Statement . .". :~"."... - . - - -

- I a.pi_ r e p r e s e n t i n g my- wife-. Sarah L . Grimes. .• end :am 
responding, . "- .on- h e r b e h a l f v i t H res-pec-t- t o " ^ - f h ^ ./ r e f s r e n c e d ' 
proceedings- w h i c h are s e t f o r - h e a r i n g , befb.re "I a. D i v i s i o n . 
Examiner - on J u l y 25, 19.91- For the- .reasons s e t f o r t h b e l o w 
I - . am _ r e q u e s t i n g • _:a : t w a ^ e e k c o n t i n u a n c e of.-' thesis p r o c e e d i n g s 
so t h a t we might, f u l l y e v a l u a t e w h e t h e r 7 she ••should l e a s e her 
•mineral- i n t f e r - e s t • under t h e -ter-Bs proposed •'by -.^Ne&rburg" or-
p a r t i c i p a t e - ' w i t i i her- - i n t e r e s t . , i n t h e - proposed / d r i i l i n g -
- o p e r a t I o n s . . " " . -.."-• - ... _ i " ".: 

-/._.._ Sarah L-,-" Grimes owns an u n d i v i d e d IV12. m l i i e r a l I n t e r e s t : 
i n t h e NW/4 .-NE/4-;- of• ..Section "30 .'.To-wnsh-ip Ll9".South'," Range. 3 6 
East, N.M.P.M.",; Lea. County,. New Mexico'. Mr..- Randy V. Watts, 
f o r m a l l y r e q u e s t e d t o l e a s e t h i s i n t e r e s t - o n :. b e l i a l f o f 
N"ear-burg- ."for : i t s ; Morrow- t e s t - i n S e c t i o n 30 by " l e t t e r , "dated 
June 21', 1991 and. postmarked June 24,- 1991-/ 1 I - responded by' 
l e t t e r d a t e d June 25." "1991. t h a t Mrs. Qiii'es'. Inight. ' be 
i n t e r e s t e d i n j o i n i n g , as a non - o p e r a t i n g , -working i n t e r e s t ^ 
.partner" and ' r e q u e s t e d a copy "of Nearburgs"s.'. AFE,, -.Operating 
Agreement, .plans f o r -the w e l l , , i n f o r m a t i o n - o n - -the .proposed 
l o c a t i o n and a-schedule o f ev-ents. I n o t e d t h a t p e n d i n g our-' 
exam-inatioLn. o f . t-Ms m a t e r i a l , she would" make' her d e c i s i o n to. 
le a s e -or • p a r t i c i p a t e "as . " q u i c k l y as possibler"," ,/itfr"7;./Watts 
forwarded; • a-copy., of. Nearburg ' s AFE o n l y , by . l e t t e r ' d a t e d J u l y 
3 , 1991 - ! re c e i v e d " J u l y 5 . 1391 } . T h i s l e t t e r "advised "as -a' 
m a t t e r o f -info-rsiat i o n " t h a t a f o r c e p o o l h e a r i n g -"Had" been 
sche d u l e d - i n Santa Fe f o r J u l y 25. Mrs-. -'Grimjss also;--re:ceivied;'' 
on .July o, 1991 :a l e t t e r d a t e d j u v "9 1991 -from.-William F-s 

•? 1 b 6 8 5 3 1 4 6 P . 8 1 
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Carr.,-.. a t t o r n e y f o r Nearburg, p r o v i d i n g . . n o t i c e .of- .the 
' r e f e r e n c e d hearing". S c h e d u l i n g o f the r e f e r e n c e d f o r c e , p o o l ' 
__h'e"aring had" o c c u r r e d on o r b e f o r e J u l y 2.-, 199.1. w h i c h , i s 
" p r i o r - - t o the-.time we r e c e i v e d -Nearburg ' s- AFE. Nearburg-made -
"no attempt: t o d i s c u s s Mrs". Grimes' j o i n i n g i n r t s o p e r a t i o n s ^ . 
"but r a t h e r s i m p l y i n i t i a t e d ' . f o r c e p o o l i n g . proceeding's."" 
c a l l e d and l e f t " messages- f o r Mr.. Watts on July. 5 and- J u l y 8, 
- r e q u e s t i n g t h e a d d i t i o n a l i n f o r m a t i o n . We - r e c e i v e d " t h e 
O p e r a t i n g Agreement-on J u l y 10, 1991 by l e t t e r d a t e d July-9,--
.1991. f r o m Mr.. Watts. - - _. - " ~- "•' 

"- -- A r e v i e w ..of t h e . O p e r a t i n g Agreement proved i t t o - be _ 
i n c o m p l e t e . For. .example, .no ...lease f o r m was a t t a c h e d as 
E x h i b i t "B" t h e r e t o - This' l e a s e e x h i b i t i s "very i m p o r t a n t " 
f o r our e v a l u a t i o n o f ' whether t o pa r t i c i p a t e , - - a s - - w e need t o 
-be.in agreement on - what Mrs. Grimes' r o y a l t y and l e a s e t e r n -
-:would be. ahoulci " she go - non-consent on any "' subsequ'er; t 
o p e r a t i o n s . - ive have executed" a lease- i n f a v o r - o f Nearburg on 

" an a d j a c e n t - u n r e l a t e d t r a c t , t h e f o r m of" w h i c h we wouJ'd -
propose be "attached to" t h e O p e r a t i n g ' -"Agreement, but. my-
a t t e s p f a "to d i s c u s s , t h i s " m a t t e r o r secure any . . a d d i t i o n a l " 
i n f o r m a t i o n from, b o t h Mr. Watts and Mr. Carr -were., 
unsuccessful.. : w i t h o u t , d i s c u s s i n g t h i s m a t t e r w i t h Nearburg 

.or- w i t h o u t r e v i e w i n g - c omplete i n f o r m a t i o n " requested., we 
s i m p l y cannot "- make: an ' i n f o r m e d - d e c i s i o n . - . .whether' to--
- p a r t i c i p a t e o r l e a s e . - . -. .. .. 

-~ Eeepirtg- -in--mind- t h a t the. f o r c e p o o l i n g p r o c e e d i n g s .-were 
— f i l e d even-, b e f o r e - we were, g i v e n any i n f o r m a t i o n ~on joi n i n g - , - -
" i t -appears .that Nearburg " i s not- making an e f f o r t - t o - d i s c u s s ' 
Mrs". - Grimes' a t t e m p t s t o . j o i n and i s a t t e m p t i n g t o bul-Iy h er 

"" I n t o ...leasi-ng - w i t h o u t g i v i n g ""her r e a s o n a b l e t i m e _to make ah 
in f o r m e d - d e c i s i o n - The t i m e frame - o f ev e n t s has .also. 

-'prevented us . f r o m making .an independent a n a l y s i s . , o f t h e " 
geology o f t h i s - p r o s p e c t - _ . l r " : " ' " - . . 

"- t h e . -fo_regoing reasons -j-- .request- a two-week 
-coBti-B;, ice which " w i l l -be adequate t i m e for. -us. to- e v a l u a t e -
t h e p r o s p e c t - and make a d e t e r m i n a t i o n whether ~t.o -..part l e i pate' 

-.or lease./ .A c o n t i n u a n c e v i l 1. a l so p r o v i d e .Nearburg w i t h t i m e "" 
t o " p r e s e n t us w:ith t h a t ' information".'-necessary--- t o make the-"-
I n f o r m e d deci'sionV". .... ~ " "' - - .. ..""'"" "' ~" ...... 

"Mrs. Grimes, has p a r t i c i p a t e d w i t h h er marierai.- -interest's 
- i n d e a l s r s i m i l a r , t o t h i s i n - t h e - p a s t and. she wants t o see-
t h i s V \ v e l t " d r i l l e d . . " . 'She a l s o " wants to" have a good "working 

- r e l a t i o n s h i p w i t h -- Nearburg and - we--- a r e " r e q u e s t i n g t h i s 
coutiniiance.. . . i i i - --gffod " f a i t h and believe... t h e — r e q u e s t - i s -

'"" r e a s o n a b l e .under t h e circumstances.- I t i s Mrs . -Grimes r i n t e n t 
t d . j o i n -In "the . o p e r a t i o n s i f an. e v a l u a t i o n o f t h e r-eque'sted-
x n f o r m a t i o n - proves t h i s d e s i r a b l e . -To t h i s d a t e , Mrs. Grimes 
has - not " n o t agreed t o p o o l h er i n t e r e s t " , - To be fo.r-ce 
pooled.-without- even g e t t i n g t h e chance to--make an i n f o r m e d 
d e c i s i o n - on- the- m a t t e r i s - p a t e n t l y - u n f a i r : .and T~ b e l i e v e .the-

.T 111 - 1 9 - 9 1 FR! 1 ? : 4 ? 9 i •=; f , ft 5 ?. 1 4 t , P . 0 2 



07.-19.'91 13:03 ®915 6$." 314fi REYNOLDS BROS ©003 

f o r c e p o o l i n t s t a t u t e s c o u l d c o t . have• been d e s i g n e d 
a c h i e v e r. h ;» « r e s u l t . - -

Thank yoa f o r .your c o n s i d e r a t i o n i n t h i s m a t t e r . 

- S i n c e r e l y , " -. . . 

Fax .and M •. ' • on 7-19-9.1 •- "" 
Ro be r t S t o v a l l , C o n s e r v a t i o n D i v i s i o n ^ _ Sa. 

- N ' s a w i r ? P r o d u c i n g Company, M i d l a n d . 
W i l l i a m ~. C a r r , A t t o r n e y . Santa- Fe. - ~ 

Har.-.iy V. W a t t s . Lar/dman. Re-swe 1J . 

1 2 : 4 3 P . 8 3 


