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BEFORE THE OIL CONSERVATION COMMISSION 
ENERGY AND MINERAL DEPARTMENT OF THE 

STATE OF NEW MEXICO 

IN THE MATTER OF THE HEARING CALLED 
BY THE OIL CONSERVATION COMMISSION FOR 
THE PURPOSE OF CONSIDERING: 

CASE NO. 8400 
Order No. R-68 7 3-A 

THE APPLICATION OF JACK J. GRYNBERG TO : 
AMEND COMMISSION ORDER NO. R-6 873 TO 
PROVIDE FOR THE DRILLING OF A SECOND : 
WELL AT AN UNORTHODOX LOCATION ON THE : 
3 20-ACRE PROPATION UNIT, CHAVES COUNTY, : 
NEW MEXICO. : 

ORDER OF THE COMMISSION 

BY THE COMMISSION 

THIS CAUSE came on f o r hearing a t 9:00 A.M. on September 
18, 1985 and was continued and r e a d v e r t i s e d f o r f u r t h e r hearing on 
October 17, 1985, a t Santa Fe, New Mexico before the O i l Conserva­
t i o n Commission of New Mexico ( h e r e i n a f t e r r e f e r r e d t o as the "Com­
mission" ) , 

NOW, on t h i s day o f November, 1985 , the Commission, 
having considered the testimony and the e x h i b i t s , and being f u l l y 
advised i n the premises, 

FINDS: 

(1) That on January 7 , 1982 the Commission entered i t s 
Order No. R-6873 g r a n t i n g the a p p l i c a t i o n of Harvey E. Yates Com­
pany ( h e r e i n a f t e r r e f e r r e d t o as "HEYCO") t o pool a l l mine r a l 
i n t e r e s t s through the Ordovician f o r m a t i o n u n d e r l y i n g the W/2 of 
Section 18, Township 9 South, Range 27 East, N.M.P.M., Chaves 
County, New Mexico. 

(2) Pursuant t o Order R-6873, HEYCO d r i l l e d and d u a l l y 
completed i t s Seymour State No. 1 Well i n the Abo and lower Pre­
permian formations i n the SW/4 NW/4 o f sa i d Section 18. 

(3) That a p p l i c a n t Jack J. Grynberg ( h e r e i n a f t e r r e ­
f e r r e d t o as "Grynberg") d i d not p a r t i c i p a t e i n d r i l l i n g the Sey­
mour State No. 1 We l l . 
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(4) That Grynberg seeks an amendment to Order R-6873 to 
permit the d r i l l i n g of a second Prepermian and Abo wel l (the "Sec­
ond Well") at an unorthodox loca t i o n i n the SW/4 SW/4 of said Sec­
t i o n 18. 

(5) That a reasonable production l i m i t i n g factor to com­
pensate f o r such lo c a t i o n i s 79% of d e l i v e r a b i l i t y . 

(6) That Grynberg i s the owner of the W/2 NW/4 of said 
Section 18 and has the r i g h t to d r i l l the Second Well i n the 
SW/4 SW/4 of said Section 18 and to complete the w e l l i n the Pre­
permian formation. 

(7) That Grynberg does not have the r i g h t to complete 
the Second Well as a gas w e l l i n the Abo formation i n the SW/4 of 
said Section 18. 

(8) That t o protect c o r r e l a t i v e r i g h t s and to a f f o r d to 
Grynberg the opportunity to recover or receive his j u s t and f a i r 
share of gas i n the Prepermian formation, the subject application 
should be approved only to permit the d r i l l i n g of the Second Well 
to the Prepermian formation w i t h i n said u n i t . 

(9) That Grynberg f i l e d a voluntary p e t i t i o n under Chap­
t e r XI of the Bankruptcy Code on February 20, 1981 and the second 
modified j o i n t plan of reorganization has been approved and con­
firmed but the case has not been closed. 

flO) That Grynberg should be designated as operator of 
the Second Well on said u n i t and HEYCO should continue as operator 
of the Seymour State Com. No. 1 Well. 

'11) That any non-consenting working i n t e r e s t owner i n 
the Prepermian formation should be afforded the opportunity to pay 
his share of estimated Second Well costs to Grynberg i n l i e u of 
paying his share of reasonable w e l l costs out of production. 

(12) That any non-consenting working i n t e r e s t owner i n 
the Prepermian formation who does not pay his share of estimated 
Second Well costs should have withheld from production his share of 
the reasonable Second Well costs plus an a d d i t i o n a l 200% thereof as 
a reasonable charge f o r the r i s k involved i n the d r i l l i n g of the 
Second Well. 

(13) That any non-consenting i n t e r e s t owner i n the Pre­
permian formation should be afforded the opportunity to object to 
the actual Second Well costs but tha t actual Second Well costs 
should, be adopted as the reasonable w e l l costs i n the absence of 
such objection. 

(14) That $3 ,550 per month while d r i l l i n g and S355 per 
month while producing should be f i x e d as reasonable charges f o r 
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sup e r v i s i o n (combined f i x e d r a t e ) ; t h a t Grynberg should be au­
t h o r i z e d t o w i t h h o l d from p r o d u c t i o n the p r o p o r t i o n a t e share of 
such s u p e r v i s i o n charges a t t r i b u t a b l e t o each non-consenting work­
ing i n t e r e s t , and i n a d d i t i o n t h e r e t o , Grynberg should be autho­
r i z e d t o w i t h h o l d from p r o d u c t i o n the p r o p o r t i o n a t e share o f a c t u a l 
expenditures r e q u i r e d f o r o p e r a t i n g the Second W e l l , not i n excess 
of what are reasonable, a t t r i b u t a b l e t o each non-consenting working 
i n t e r e s t . 

(15) That upon the f a i l u r e o f Grynberg t o commence d r i l l ­
i n g of the Second Well on or before February 1, 1986, t h i s amended 
order s h a l l become n u l l and v o i d and of no e f f e c t whatsoever. 

IT I S , THEREFORE, ORDERED: 

(1) That Order R-6 8 73 i s hereby amended t o permit the 
d r i l l i n g of the Second Well t o the Prepermian f o r m a t i o n a t an un­
orthodox l o c a t i o n i n the SW/4 SW/4 Section 18, and t o simultane­
ously dedicate the W/2 o f s a i d Section 18 t o the Second Wel l . 

PROVIDED, HOWEVER, the Second Well s h a l l net be completed 
by Grynberg as a gas w e l l i n the Abo f o r m a t i o n ; 

PROVIDED, FURTHER, t h a t Grynberg s h a l l commence the d r i l l ­
i n g o f the Second Well on or before the 1st day of February, 1986 
and s h a l l t h e r e a f t e r continue the d r i l l i n g of s a i d w e l l w i t h due 
d i l i g e n c e t o a depth s u f f i c i e n t t o t e s t the Prepermian f o r m a t i o n ; 

PROVIDED, FURTHER, t h a t i n the event Grynberg does not 
commence the d r i l l i n g o f s a i d w e l l on or before the 1st day of Feb­
r u a r y , 1986, Order (1) o f t h i s order s h a l l be n u l l and v o i d and of 
no e f f e c t whatsoever unless Grynberg o b t a i n s a time extension from 
the O i l Conservation D i v i s i o n f o r good cause shown; 

PROVIDED, FURTHER, should s a i d second w e l l not be d r i l l e d 
t o completion, or abandoned, w i t h i n 120 days a f t e r commencement 
t h e r e o f , Grynberg s h a l l appear before the D i r e c t o r and show why 
Order (1) o f t h i s order should not be rescinded. 

(2) Grynberg i s hereby designated the operator of the 
Second W e l l , and HEYCO s h a l l remain as operator of the Seymour 
State Com. No. 1 Well . 

(3) That w i t h i n 20 days a f t e r the e f f e c t i v e date o f t h i s 
o rder, Grynberg s h a l l f u r n i s h the Commission and each known working 
i n t e r e s t owner i n the Prepermian f o r m a t i o n o f the sub j e c t u n i t an 
it e m i z e d schedule of estimated Second Well costs. 

(4) That w i t h i n 15 days from the date the schedule o f 
estimated Second Well costs i s f u r n i s h e d t o him, any non-consenting 
Prepermian working i n t e r e s t owner s h a l l have the r i g h t t o pay h i s 
share o f estimated Second Well costs out o f p r o d u c t i o n , and t h a t 
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anv such owner who pays h i s share of estimated w e l l costs as pro­
vide d above s h a l l remain l i a b l e f o r o p e r a t i n g costs but s h a l l not 
be l i a b l e f o r r i s k charge. 

(5) That $3,550 per month w h i l e d r i l l i n g and $355 per 
month w h i l e producing are hereby f i x e d as reasonable chargse f o r 
s u p e r v i s i o n (combined f i x e d r a t e s ) ; t h a t Grynberg i s hereby 
a u t h o r i z e d t o w i t h h o l d from p r o d u c t i o n the p r o p o r t i o n a t e share of 
such s u p e r v i s i o n charges a t t r i b u t a b l e t o each non-consenting 
working i n t e r e s t , and i n a d d i t i o n t h e r e t o , Grynberg i s hereby 
a u t h o r i z e d t o w i t h h o l d from p r o d u c t i o n the p r o p o r t i o n a t e share of 
a c t u a l expenditures r e q u i r e d f o r o p e r a t i n g the Second W e l l , not i n 
excess of what are reasonable, a t t r i b u t a b l e t o each non-consenting 
working i n t e r e s t . 

(6) Order Nos. ( 5 ) , ( 6 ) , ( 7 ) , ( 8 ) , (10), (11) and (12) 
of Order No. 6873 are by reference made a p p l i c a b l e t o the Second 
Well i n the Prepermian f o r m a t i o n . 

(7) Except as h e r e i n amended, Order R-6873 remains i n 
f o r c e . 

(8) That j u r i s d i c t i o n o f t h i s cause i s r e t a i n e d f o r the 
e n t r y o f such f u r t h e r orders as the Commission may deem necessary. 

DONE a t Santa Fe, New Mexico, on the day and year h e r e i n ­
above designated. 

STATE OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

, Member 

, Member 

, Chairman 

S E A L 


