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THE MERLAND #1 WELL LOCATED SECTION 25 TOWNSHIP 22 SOUTH RANGE
26 EAST EDDY COUNTY NEW MEXICO THAT WE CONTESTED RE ITS LOCATION
IS BLOWING OUT THE GRANTING OF THE PERMIT HAS ENDANGERED THE
GRACE ATLANTIC WELL AND LOCATION WE DEMAND IMMEDIATE STEPS BE
TAKEN T CONTROL THE BLOW OUT AND TO PREVENT FURTHER DAMAGE TO
THE GRACE ATLANTIC WELL AND SURFACE EQUIPMENT THE LOCATION IS
SATURATED WITH OIL THEREFORE WE HAVE PUT WATCHMEN ON AROUND
THE CLOCK WE HOLD THE NEW MEXICO OIL CONSERVATION COMMISSION
RESPONSIBLE AND DEMAND THE OIL CONSERVATION COMMISSION TAKE
IMMEDIATE CORRECTIVE MEASURES
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RE THE MERLAND NUMBER 1 WELL SOUTH HALF SECTIGN 24, TUWNSHIP

2200# JAANGEAST, EDDY COUNTY, NEW MEXICO IN VIEW OF YOUR

NEGLIGENCE REGARDING THE ABUVE WELL WE HOLD THE NEW MEXICO OIL
CONSERVATION COMMISSION PERSONALLY RESPUNSIBLE FOR ANY DANAGE

TO THE GRACE ALANTIC WELL AT THE ABOVE LOCATION AND ITS RESERVOIR

AND SURFACE EQUIPHENT. BEFGRE ANY WORK UN IHE MERLAND WELL PROGRESSES
FURTHER I AN KEWUESTING THAT YOU SHOW TU ®WE AND MY ENGINEERS

THE PROJECTED PLAN AND WELL HEAD EQUIPMEN] FOR REPAIRING AND
REWORKING SAID MERLAND WELL: I CaAN BE KEACHED BUSINESS DayYs,

SUNDAYS, NIGHTS AND HOLIDAYS AT AREA CODE 6022646556
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5 Am Jur 2d APPEAL AND ERROR §914

§ 913. Moot or abstract questions. '

Pursuant to the general rule that review proceedings will not be allowed
for the purpose of settling merely abstract questions,® when a reviewing court
has notice of facts showing that only moot or abstract propositions are in-
volved or where the substantial questions presented in the trial court no longer
exist, it will dismiss the appeal or writ of error.® The proceeding will ordi-
narily be dismissed if the question presented is fictitious!® or if, without any
fault of the appellee or defendant in error,® an event has occurred which
makes a determination of it unnecessary® or renders it impossible for an ap-
pellate court to grant effectual relief.’®

While it has sometimes been suggested that the rule concerning the dismissal
of moot cases is one of jurisdiction,!* the more common view is that the fact
that the question directly presented has become moot does not necessarily
require a dismissal,'* the rule being one of judicial policy which the courts

have some discretion in applying.’®

§ 914. Defects in procedure.

The failure to take the necessary steps to perfect an appeal may be ground
for its dismissal,’” although appellate courts ordinarily will not dismiss an

8. §§ 760 et seq., supra.

9. Barker Painting Co. v Local No. 734, B.
P. D. P. 281 US 462, 74 L ed 967, 50 S Ct
88; Willis v Buchman, 240 Ala 386, 199 So
892, 132 ALR 1179; McSween v State Live
Stock Sanitary Bd. 97 Fla 749, 122 So 239,
65 ALR 508; Tabor v Hipp, 136 Ga 123, 70
SE 886; Coburn v Thornton, 30 Idaho 347,
164 P 1012; People ex rel. Wallace v Labrenz,
411 11l 618, 104 NE2d 769, 30 ALR2d 1132,
cert den 344 US 824, 97 L ed 642, 73 S Ct
24; Mason v Commonwealth (Ky) 283 SW2d
845, 54 ALR2d 1158; Nestler v Cohen, 265
NY 576, 193 NE 327; Berry v Zahler, 220 SC
86, 66 SE2d 459; McCanless v Klein, 182
Tenn 631, 188 SW2d 745; Mangan’s Admrx.
v Smith, 116 Vt 401, 78 A2d 12; Branscome v
Cunduff, 123 Va 352, 96 SE 770.

An appeal will ordinarily be dismissed when
no useful purpose could be accomplished by
entertaining it, when so far as concerns any
practical ends to be served the decision upon
the legal question involved would be purely
academic. Sartin v Barlow, 196 Miss 159,
16 So 2d 372.

Practice Aids.—Form of motion to dismiss
appeal as moot. 2 Am Jur Pr & Pr Forms
2:247.

10. Muskogee Gas & El. Co. v Haskell, 38
Okla 358, 132 P 1098.

11. See Willis v Buchman, 240 Ala 386, 199
So 892, 132 ALR 1179, holding, as against
contention that the act was one for which
the appellee was at fault, that appellee could
mark judgment in his favor satisfied and have
the appeal dismissed although appellant had
not paid the judgment, and wished to pros-
ecute the appeal.

12. Orgill Bros. & Co. v Roddy, 227 Miss

291, 86 So 2d 37; Brace v Steele County, 77
ND' 276, 42 Nw2d 672.

13. Gulf, C. & S. F. R. Co. v Dennis, 224
US 503, 56 L ed 860, 32 S Gt 542; Re Scott,
228 NY 566, 126 NE 717; Overesch v Camp-
bell, 95 Ohto App 359, 53 Ohio Ops 317,
119 NE2d 848; Burnctt v Tipton (Tex Civ
App) 89 SW2d 440, error dismd.

The change in circumstance rendering it
impossible or unnecessary to determine the
appeal may be shown by extrinsic evidence.
McSween v State Live Stock Sanitary Bd. 97
Fla 749, 122 So 239, 65 ALR 508.

14. It is the universal rule that courts will
not consume their time in deciding abstract
propositions of law or moot cases and have
no jurisdiction to do so. Hudspeth v Com-
monwealth, 204 Ky 606, 265 SW 18.

The existence of an actual controversy be-
tween the parties to the suit is an essential
requisite to appellate jurisdiction; and where
there is no controversy, or where a controver-
sy existing at the time an appeal was taken
has, by reason of matters subsequently tran-
spiring, ceased to exist, the appeal will ordi-
narily be dismissed. Burnett v Tipton, supra.

15. F. Burkart Mfg. Co. v Case (CA8) 39
F2d 5; Harthke v Abbott, 106 Cal App 338,
289 P 206; Moore v Smith, 160 Kan 167, 160
P2d 675; Overesch v Campbell, 95 Ohio App
359, 53 Ohio Ops 317, 119 NE2d 848; Clarke
v Beadle County, 40 SD 597, 169 NW 23;
North Laramie Land Co. v Hoffrman, 28 Wyo
183, 201 P 1022.

16. Cases in which court will decide moot
questions, see §§ 763 et seq., supra.

17. United States v Adams, 6 Wall (US)
101, 18 L ed 792; People v Manriquez, 188
Cal 602, 206 P 63, 20 ALR 1441; Wilkins v
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‘5 Am Jur 2d

APPEAL AND ERROR § 916

The failure to Pcrfcct‘ or prosecute the proceeding,® or to present it to the
appellate court,’ or the bringing of a new appeal,’ may be taken as an
abandonment of the appeal.

An appeal or error proccedmg may be dismissed for failure of the appellant
or plaintiff in error,’* or of both parties, to appear.!®

Alfross appeal or cross writ of error may be dismissed for want of prosecu-
tion.

2. PracTICE AND PROCEDURE

§ 916. In general; time for motion to dismiss.

The usual method of obtamlng the dismissal of an appeal or of error pro-
ceedings is by a motion' made in the court to which the appeal is taken.’®
The motion to dismiss should not be made until the review proceeding has
been sufficiently perfected so that there is before the appellate court a record
sufficient to permit it to pass upon the motion, that is, ordinarily not before
the proceeding has been perfected or the time for taking the appeal has ex-

H
£
i
i

pired.’” Normally, this should not be until the record has been printed and

Where the attorney for appellant, in a let-
ter to the court, stated that he would file no
brief against appellee’s motion to dismiss, it
would be assumed that appellant acquiesced
in the judgment and the appeal would be
dismissed, regardless of the merits. Ricketson
v Girtman, 222 La 576, 63 So 24 3.

8. The prosecution of a writ of error sued
out apparently on bchalf of all the defendants
below will be deemed abandoned by those
who have furnished no bond for costs and
are not represented by counsel, especially
where the bill of exceptions does not contain
the answers of those defendants or the perti-
nent evidence relating to their case. Yates
v Jones Nat. Bank, 206 US 158, 51 L ed 1002,
27 S Ct 638.

9. Schonfield v Turner (Tex) 6 SW 628;
Brandon v Frost (Tex Civ App) 256 SW2d
647.

10. Fields v Sanders, 29 Cal 2d 834, 180
P2d 684, 172 ALR 525; Ingram v Hughes,
170 SC 1, 169 SE 425, 87 ALR 1325,

One who has given notice of appeal from
portions of a decree will be deemed to have
abandoncd his appeal, where he appears in
the appellate court only as a respondent and
in his brief asks for an affirmance. Hilmes
v Moon, 168 Wash 222, 11 P2d 253, 93 ALR
1.

11. Lowe v Turpie, 147 Ind 652, 44 NE
25, 47 NE 150; Reef v Hamblen (Tex Civ
App) 47 SW2d 375, error ref.

12. Anastopoulas v Johnson, 274 US 762, 71
L ed 1314, 47 S Ct 573.

Where the court was advised that the appel-
lant had discharged counsel and did not de-
sire to prosecute her appeals further, and she
was called and defaulted, the appeals must be
dismissed.  Waitt v Badger, 318 Mass 101, 60
NE2d 375.

13. Raskin v Dixon, 260 US 758, 67 L ed
500, 43 S Ct 249; Reeves v Reeves, 104 Ind
App 563, 12 NE2d 372.

Where an appeal has been deserted by
all the original defendants who brought the
appeal except one, it must be dismissed as to
them and retained as to the remaining appel-
lant. Todd v Daniel, 16 Pet (US) 521, 10
L ed 1054.

However, the want of prosecution of an
appeal by one of several joint appellants
should not result in the affirmance of the
judgment below as to such appellant, where
the judgment is reversed on the merits on the
appeal of the other appellants. Newman v
Ngoyers, 253 US 182, 64 L ed 849, 40 S Ct
478.

14. The Tornado (Good Intent Tow-Boat
Co. v Atlantic Mut. Ins. Co.) 109 US 110,
27 L ed 874,3 S Ct 78.

15. Brooks v Norris, 11 How (US) 204,
13 L ed 665; Cincinnati v Cormany, 96 Ohio
St 596, 118’ NE 1082; Murphy v Williams,
103 Tex 155, 124 SW 900.

Under the common-law practice the defense
that the appellate procedure was taken too
late was by plea. Peterson v Manhattan L.
Ins. Co. 244 Ill 329, 91 NE 466.

16. Engleken v Justice Ct. 46 Cal App
512, 189 P 298; Powell v Schenck, 6§ App
Div 130, 39 NYS 877.

The appellate court alone has jurisdic-
tion to dismiss an appeal because the appel-
lant is in default in the service of the printed
papers. Walker v Dressler, 156 App Div 718,
141 NYS 1102.

The trial court is without jurisdiction to
dismiss the appzal. Wilbur v Donohoe Kelly
Banking Co. 10 Cal 2d 473, 75 P2d 514.

17. Staflord v Union Bank, 16 How (US)
347
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§916 APPEAL AND ERROR

5 Am Jur 2d

is before the court,’® although a motion to dismiss need not necessarily wait
until the formal return day.’ Properly, the motion should not be made
before the proceeding has been reached in its regular turn on the docket.*
After the proceeding has become ripe for the motion to dismiss, however,
the motion should be made at the first opportunity, since the right to dis-
missal on many grounds may be lost by laches,! although a motion to dis-
miss for want of jurisdiction of the subject matter may be made at any time
prior to a final determination® Similarly, the fact that there is no controversy
between parties to the record may be shown at any time before the decision

of the case.®

135, 14 L ed 876; Golden Arrow Mines, Inc.
v Hickman, 10 Cal 2d 457, 74 P2d 1043.

Where a case and exceptions are a pre-
requisite to the bringing on of an appeal for
argument, the motion to dismiss should not be
made prior to the expiration of the period for
making a proposed case. Queen v Lewis, 225
App Div 477, 233 NYS 506.

18. St. Louis Nat. Bank v United States
Ins. Co. 100 US 43, 25 L ed 547.

A motion to dismiss an appeal for want
of jurisdiction is not premature because the
record has not been printed, where the ap-
pellate court is sufficiently advised as to the
situation of the case from a printed transcript
of the proceedings in the trial court to dis-
pose of the motivn without doing injustice
to the parties. Lazarus v Prentice, 234 US
263, 58 1. ed 1305, 34 S Ct 851.

19. A motion to dismiss for ivant of juris-
diction may be entertained before the return
day of the writ of error. Clark v Hancock,
94 US 493, 24 L ed 146.

An appellate court will not refuse to hear
a motion to dismiss, before the term in which,
in regular order, the record ought to be re-
turned, if the record was actually brought to
that court and printed. Thomas v Wool-
dridge, 23 Wall (US) 283, 23 L ed 135;
Re Russell, 13 Wall (US) 664, 20 L ed 632.

20. The Eutaw (Wheeler v Harris) 12 Wall
(US) 136, 20 L ed 278.

Counsel cannot be expected to attend in
the court merely to guard against the pos-
sibility of a motion to dismiss, made before
the case is reached in the regular call of
the docket. Davidson v Lanier, 131 US
Ixxii, Appx, 16 L ed 796.

Time for voluntary dismissal, § 921, infra.

1. Deputron v Young, 134 US 241, 33 L ed
923, 10 S Ct 539; Allen v Alien, 149 NY
280, 43 NE 626; Drabant v Cure, 274 Pa
180, 118 A 30; Curlin v Canadian & A.
Mortg. & Tr. Co. 80 Tex 376, 38 SW 766.

A motion to dismiss a writ of error for
defect of attestation comes too late if not
made until after the decfendant in error has
filed a brief taking issue on the assignment
of errors, and within 2 days of the time the
cause 1s set down for hearing. Long v Farm-
ers’ State Bank (CA8) 147 F 360.

A motion to dismiss the appeal for failure
348

to file the transcript should be made at the
term or call to which the transcript is return-
ahle; where it is not made until the next call
after the term or call at which the transcript
was submitted, after an order for certiorari to
perfect the record and to continue the case,
it is too late. Carpenter v Walker, 170 Ala
659, 54 So 60.

Defects in the transcript should be prompt-
ly presented to the appellate court for an
early ruling, and a delay or omission to do so
may in law preclude the movant from assert-
ing the defects of the record as a cause for
dismissal. Cacciatore v State, 147 Fla 758,
3 So 2d 584.

A request for dismissal of an appeal from
an interlocutory order, on the ground that
prior leave of the appellate court was not
obtained, comes too late when made in the
brief instead of by motion to dismiss. Steg-
gles v National Discount Corp. 326 Mich 44,
39 Nwad 237, 15 ALR2d 208.

2. Wilson v Life & F. Ins. Co. 12 Pet (US)
140, 9 L ed 1032; Dilworth v Ed R. Steves
& Son, 107 Tex 73, 174 SW 279.

The fact that the respondent did not make
his motion to dismiss an appeal from a non-
appealable judgment unti! after the appellant
had expended large sums of inoney in prepar-
ing a voluminous record and bricf does not
preclude dismissal. Craig of California v
Green, 89 Cal App 2d 829, 202 P2d i04.

The requirement of the Declararory Judeg-
ment Act that an appeal be taken wichin a
stated period limits the jurisdiction of ihe
appellate court to appeals taken within such
period, and the right to have the appeal
dismissed is not affected by the fact that the
motion to dismiss is not made until after the
appeal has been considered and decided by
the reviewing court. Moore v Lee Court
Realty Co. 240 Ky 835, 43 SW2d 45.

The objection that the judgment or order
appealed from is not appealable may be raised
and decided on the main appeal. McKeown
v Officer, 127 NY 687, 28 NE 401.

3. Little v Bowers, 134 US 547, 33 1. ed
1016, 10 S Ct 620,

The fact that a controversy has become
merely academic when it reaches the appel-
late court must be suggested at the time the
case is called for hearing, at least, to secure
its dismissal. Coker v Richey, 104 Or 14,
202 P 551, 204 P 945, 947, 22 ALR 744.
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5 Am Jur 2d APFrrAL AND ERROR § »18

§ 917. Who may make or oppose motion.

From the nature of the review proceeding, the motion to dismiss is usually
made by the appellee or defendant in error who seeks to sustain the judgment
below, although the motion to dismiss may be made on behalf of either the
appellant or respondent,® or on the court’s own motion.® A mere stranger
cannot make a motion to dismiss a review proceeding® and third persons, as
a general rule, have no such pecuniary interest in an action that the prejudice
resulting to them from a dismissal will be taken into consideration.” How-
ever, where the attorney for the plaintiff in error has a contract for a con-
tingent fee,® or where the litigation is such that it will, if the plaintiff in
error is successful, result in a recovery of property on which his counsel will
have a lien for his fees,’ it has been held that the attorney would be so prej-
udiced by the dismissal that he may successfully resist it. However, the
fact that an attorney of a party to the record has a lien on the judgment
for his costs does not empower him to object to a dismissal of the case.’® And
it appears that an appellant will not be denied permission to withdraw his
appeal because of the objections of an attorney who no longer represents
him in the case.’

§ 918. Dismissal by court on its own motion.

An appellate court may dismiss an appeal or error proceeding on its own
motion where it appears from the record that the court is without jurisdic-
tion'® or that the judgment sought to be reviewed is not final,'® as well as
for numerous other reasons, even though no objection is raised by the opposite

party.*

4. Lanman v Lewiston R. Co. 18 NY 493;
Howard v Malsch, 52 Tex 60.

However, a plaintiff is not entitled to move
for dismissal of an appeal brought by one of
the defendants to modify the judgment inso-
far as it declares appellant’s rights against
the other defendant. Glasscock v Price (Tex
Civ App) 45 SW 415, mod on other grounds
92 Tex 271, 47 SW 965.

Voluntary dismissal, see § 919, infra.
5. See § 918, infra.

6. Denver & R. G. R. Co. v Alling, 99 US
463, 25 L ed 438.

7. Lake’s Appeal, 32 Conn 331.

The fact that the plaintiff in another simi-
lar suit against the same defendant had agreed
to abide by the appeal in the instant case did
not give him sufficient interest to resist a dis-
missal sought by appellant. Tuttle v Omaha,
55 Neb 55, 75 NW 50.

However, appellant’s motion to dismiss on
the ground that the matters have been settled
may be resisted by the assignee of a part of the
cause of action whose written assignment has
been noted on the docket of the court pending
appeal. Seiter v Smith, 105 Tex 205, 147
SwW 226.

8. Richmond County v Richmond County
Reformatory Institute, 141 Ga 457, 81 SE
232.

9. Walker v Equitable Mortg. Co. 114 Ga
862, 40 SE 1010.

Where the attorney has no special contract
or lien upon any of the property in contro-
versy entitling him to continue the prosecu-
tion, a client may dismiss her appeal without
notice to her attorneys. Re Degnan, 132 Cal
260, 64 P 485.

10. Platt v Jerome, 19 How (US) 384, 15
L ed 623.

11. Riney v Hemenway Furniture Co. 119
La 329, 44 So 116.

12. Palmer v Ohio, 248 US 32, 63 L ed
108, 39 S Ct 16; Re More, 143 Cal 493, 77
P 407; People ex rel. Schick v Marvin, 246
App Div 71, 283 NYS 203, revd on other
grounds 271 NY 219, 2 NE2d 634; Tuck v
Chapple, 114 Ohio St 155, 151 NE 48; Berry
v Zahler, 220 SC 86, 66 SE2d 459; C. & L.
Supply Co. v Kennerly (Tex Civ App) 258
SW2d 102; Adamson v Brockbank, 112 Utah
52, 185 P2d 264.

Where the act under which declaratory
judgment is sought makes the time for appeal
jurisdictional, the appellate court will dis-
miss upon its own motion an appeal not filed
within the period prescribed. Ohio-Kentucky
Coal Co. v Auxier, 239 Ky 442, 39 Swad
662.

13. Arnold v United States, 263 US 427,
68 L ed 371, 44 S Ct 144; Berry v Zahler,
220 SC 86, 66 SE2d 459.

14. Arnold v United States, supra; Berry v
349
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A & E Form 990 2 AM Jur P anp Pr Forms

Notes
Appellant’s lack of right to review as ground for dismissal. 5 Am Jur 2d ArpeaL AND ErrOR

Form 990 Motion—To dismiss appeal—Improper party appellant—Lack of service
[Caption, see Caprions, Pravers, Etc.]
To the 1. [appellate] Court of the State of _2_______.

B ., the petitioner and respondent herein, hereby moves this court to
make and enter its order dismissing the appeal of _a______ upon the following
grounds:

1. Notice of appeal was not served on s ______.

2. _e_______1s not a party with the right to appeal to this court.

Said motion will be made on the return on appeal filed herein, together with
the affidavits and brief attached hereto.

Dated 7. , 198,

[Signature]
Notes

g Appellant’s lack of right to review as ground for dismissal. 5 Am Jur 2d AppPEAL AND ERROR
909.

Form 991 Motion—To dismiss appeal—Judgment appealed from not final
[Caption, see CapTiONS, PravERS, ETC.]

To the Honorable Chief Justice and the Associate Justices of the __.1_______
Courtof 2.

The s . [defendant or plaintiff] 4 moves to dismiss the appeal
in this action taken to this .5 by the _e_______ [plaintiff or defendant]
7. pursuant to notice of appeal served on e, 19.9_, and filed with
the 1o [lower] Courton ..n______, 1912,

The .13 [defendant or plaintiff] a4 so moves for the reason
that the judgment of the __1s._______ [lower] Court is not a final judgment. Said
judgment is printed in Appendix 16 attached hereto.

There is annexed to this motion a supporting brief stating the object of the
motion and the facts on which it is based, together with relevant argument.

Dated: 17, 1918,
[Signature]
Notes

Dismissal of review proceedings based on decision not appealable because not final. 5 Am
Am Jur 2d ArreAL AND Error § 908.

Form 992 Motion—To dismiss appeal—Issues presently moot
{Caption, see CapTiONS, PrAYERS, ETC.]

Now comes the above-named __.1__.....__. and respondent and moves the court
for an order dismissing the appeal of the 2 and appellant in the above
cause for the reason that the matters in controversy in this action and upon this
appeal have become abstract or moot, in that _a______ [recite pertinent facts].
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APPEAL AND ERROR A & E Form 994

Said motion will be made upon the record in the above-entitled cause together
with the affidavits and brief attached hereto.
Dated 4. ... , 19.s_.
[Signature]
Notes
Right to have appeal dismissed on motion ties, become moot. Willis v Buchman, 240
where substantial questions presented in trial Ala 386, 199 So 892, 132 ALR 1179.
court have become moot. 5 Am Jur 2d Ap- Where the question involved is of a pub-
pEAL AND Error § 913. lic character, the court will determine it to
The interest which every person has in hav- forestall future similar controversies, even
ing decided every question of law which though events have rendered it moot so far
governs individual conduct or interprets con- as the personal interests of the parties are
tracts is not the sort of public interest which concerned. Pallas v Johnson, 100 Colo 449,

will prevent dismissal of an appeal when the 68 P2d 559, 110 ALR 1403.
question has, as between the immediate par-

Form 993 Motion—To dismiss appeal—Failure to file undertaking
[Caption, see CapTiONs, Pravers, Etc.]

Comes now 1. [plaintiff or defendant] for this motion only, and shows
to the court that plaintiff filed suit in the 2. Court of 3 _ County
against defendant for .4 ;thaton s .., 19 s, the said court rendered
judgment in favor of 7. [plaintiff or defendant] for __a_______ ; that there-
afteron s 19 90, .. the [defendant or plaintiff] filed with the
said court notice of appeal and said court allowed the appeal and transferred the
papers to this court.

N [defendant or plaintiff] in filing notice of appeal did not file any
T —— [recognizance or bond] with the said court as required by __.1a______
[cite statute or rule of court] and that said s [statute or rule of court]
makes it mandatory that such .16 [recognizance or bond] be filed in order
that an appeal may be allowed. That said appeal was allowed contrary to such
statute, and therefore the order allowing appeal is null and void, and this court
has no jurisdiction over said matter except to dismiss the appeal.

Wherefore, _._.17..____. [plaintiff or defendant] moves the court to dismiss the
appeal in said cause.

Notes
Filing of required undertaking on appeal will be dismissed. Re Bernheim, 82 Mont
as jurisdictional. 4 Am Jur 2d ArpeaL AND 198, 266 P 378, 57 ALR 1169.
Error § 323. An appeal will be dismissed where the ap-
The appeal of one not filing an under- pellant fails to file a cost bond. Napier v
taking or depositing money in lieu thereof l;irﬁkel,_; 59 Wash 24 246, 114 P2d 534, 137
175.

Form 994 Motion—To dismiss appeal—Failure to pay filing fee
[Caption, see CaprTiONS, PravErs, Etc.]

Now comes the above-named __.i_______ and respondent and moves the court
for an order dismissing the appeal of the 2. and appellant in the above
cause for the reason that appellant has failed to pay the fee required by law for
filing such appeal within the period of .3 days from the date of notice to
appellant by the clerk of the above-entitled court to do so, and within the
limit of the extension of that time heretofore granted him by the court, and
that appellant’s failure to pay the aforesaid filing fee within the time so extended
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3 ZﬂiléLéf A Ky ey
FARRELL L. LINES

ATTORINEY FOR PLTITIONTRS

560 Second 3truet, G.W.
Albuqueryue, New Mexico 87101

p) , J

ﬁﬁ;‘i:éééiii__._;;§ngaﬁ_m32§;.
BERT W. RYAH, JH.
ATTORNLY ¥OR PEITI1I4LI1IUONERS
Stroud & Smith
Suite 13795, 147 main Stroot
Dallas, Jexas 7234252
taat a

copy of cwne forucoing

was mailed to opy-

counsel of record

ZTA wf ntarc., 1

DR """‘(f ‘?/ZL ( /‘\ A

J8ing
t.is
w14,

o ILLEGIBLE

Y




STATE OF NEW MEXICO COUNTY OF SANTA FE

IN THE DISTRICT COURT

MICHAEL P. GRACE and
CORRINE GRACE,

Petitioners,
v. No. 47406
NEW MEXICO OIL CONSLRVATIOWN ”0/
COMMISSION, D. L. HANNIFIN, G ﬁ//g 7
JOE DON COOK and CACTUS PLERYY, Y
DRILLING COMEMTY, ARIGINA- P ot ¢

st e QfFFIC
Respondents. r_q;iﬁ;/*  N
ML-L‘ ’~(‘

PRAECIPE FOR
RECORD ON APPEAJL

The Clerk will please prepar~ a transcript of the
Record for Appeali to the Supreme Court of the State of New
Mexico,

The transcript will include the record of all pro-
ceedings in connection with the Final Hearing on the marits
on the prilcatiou for a Temporary Restraining Order and
Preliminary Injunction, and to include all pleadings of
record and all bxnivits offered in evidence, and to include
the Findings oif Fact and Conclusions of Law of all parties
together with the Decision of the Court and the Judgment
thereof.

Dated this 25tk day of February, 1974.

'L, L. L
ATTORNEY FOR PETITIONERS

500 Second Street, N.W.
Albuquerque, New Mexico 387101

ILLEGIBLE




I hereby certify that a
copy 2t tne foreqoing was
maiied to opposing counsel
of rucord this A day
of Harch, 12374,

]
// - ‘ !
2 XMl g
ROBERT W. RYAN, T8,/ T F
ATTORNEY 1"'OR PETITIONERS
Stroud & Smitn
Suite 1300, 1407 tain Straet

Dallas, Texas 71202

ILLEGIBLE
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LARRY L.LAMS

BERNARD P-METZGAN
NICK FRANKLIN

FARRELL L. LINES

—~

ATTORNEYS AND COUNSELLORS AT LAW
500 SECOND STREET, NW .
ALBUQUERQUE, NEW MEXICO 87101
TELEPHONE (505) 247-0107

November 15, 1974 -

Ms. Susie M, Montoya
District Court Clerk

P. O, Box 2268

Santa Fe, New Mexico 87501

RE: Grace v, New Mexico 0il
" Conservation Commission,
et al,, #47’406

Dear Ms, Montoya:

Enclosed please find a Notice of Appeal and Precipe
which should be filed in the above cause, Enclosed please
find a stamped, self-addressed envelope to return conformed
copies, o

I appreciate your assistance. -

Very truly yours,

Farrell L. Lines

FLL:cls

cc: Mr. William F, Carr
Asst. Attorney General
0il Conservation Commission
Santa Fe, New Mexico 87501

Hunker, Fedric & Higginbotham, P.A,
P. O. Box 1837
Roswell, New Mexico 88201



-, -~ of the foregoing was mailed to
“ opposing counsel of record this

IN THE DISTRICT COURT OF SANTA FE COUNTY

~ STATE OF NEW MEXICO

MICHAEL P. GRACE, II,
and CORRINE GRACE,

vpetitioﬁeréygiﬁ ‘
V. | ‘No. 47,406
NEW MEXICO OIL CONSERVATION
COMMISSION, D.L. HANNIFIN,

JOE DON COOK and CACTUS
DRILLING COMPANY,

Respondents,

NOTICE OF APPEAL TO THE SUPREME ¢0éRT'oF-NEW'MEXIco

NOTICE IS GIVEN that the Petltloners have appealed
to the Supreme Court of the State of New Mex1co from the
Order and Judgment rendered herein on November 13, 1974,
ordering that Petitioners'bond in the sum of $3,oob.oo be
forfeited, and request that the appeal frbm this Order be
consolidated with the appeal from the Judgment denying
Petitioners application for a Temporary Restraining Order and
Preliminary Injunction in the same captioned and numbered

cause, UL
LAMB, METZGAR, FRANKLIN & LINES, P.A.

By ‘ ] :
©..- Attorneys for Petitioners
© . 500 Second Street, N.W.
'Albuquerque, New Mexlco 87101
247-0107 - = _

STROUD & SMITH

"By
Attorneys for Petitioners
: 1407 Main Street, Suite 1407
—_— S - Dallas, Texas- '25202 S
' : 214-741—146 - .

-I hereby certlfy that a true copy.

day of e 1974.




"IN THE DISTRICT COURT OF SANTA FE COUNTY

 STATE OF NEW MEXICO

MICHAEL P. GRACE, II,
and CORRINE GRACE,

Petitioners,

V. No. 47,406
NEW MEXICO OIL CONSERVATION
COMMISSION, D.L, HANNIFIN,
JOE DON COOK and CACTUS
DRILLING COMPANY,

Respondents.

PRECIPE F?R RECORD ON APPEA%

The Clerk will please prepare a transcript of the
fecord for appeal to the Supreme Court of the Stéte.of New
Mexico,

Thé transcript will include, in addition to the
Precipe that was filed on March 4, 1974, all of the pleadings
and exhibits and record of proceedings in connection with
the hearing on Respondents' Motion to fo;feit the $3,000.00 -

injunction bond that was heard on October 29, 1974.
LAMB, METZGAR, FRANKLIN & LINES, P.A.

By:
Attorneys for Petitioners
500 Second Street, N.W.
Albuquerque, New Mexico 87101
'247-0107 :

STROUD & SMITH

By:
Attorneys for Petitioners
1407 Main Street, Suite 1407
Dallas, Texas 75202
214-741-1407

"I hereby certify that a true copy
of the foregoing was mailed to
opposing counsel of record this

' day of + 1974,




€Cs

In The District Court of SANTA FE

MICHAEL P, GRACE & CORRINE GRACE

_County, State of New Mexico

5 . ‘ Plaintia.,
e | Mo 47406
NEL. MEXICO_0IL. CONSERVATION -,
- COMMISSION, et al Defrudant.

NOTICE OF HEARING

NOTICE IS HERELY GIVEN thst the above cause of action wili ba called for hearing before the undersigned

. Judge for the time, date, place and purpose indizatad,

Q.30 AM - _ OCTORER 29, 1974

' SANTA FE COUNTY COURTHOUSE
TIME - DATE PLACE
MOTIONS & COST BILL 2 hrs.
TIME RESERVED

NATURE OF HEARING

' OTHER COMMENTS:

 DATE THIS NOTICE MAILED:

Mr, Farrell-LﬁfLines-
Attorney at Law
500 2nd Street; NW

N Mr Robert ‘W.- Ryan, Jr , -
';Attorney at Law e -
' Suite 1300, 1407 Main St
'Dallas, Texas 73202

‘ HUNKER FEDRIC & HIGGINBOTHAM

Attorneys at Law
P. 0. Box 1837 ° ‘ '
Roswell, New Mexico 88201

Mr. William F. Carr
Assistant Attorney General
0il Conservation Commission
Land Office Building

Santa Fe, New Mexico 87501l

By:

° THIS CASE IS ‘SET ON A TRAILING DOCKET.

EDWIN L. FELTER

Dlstrict Judge

Anita M. Aldecoa jSECRgTARY

AUGUST 15, 1974

‘_"AleQuerque New Mex1co S]llqiz'



.-STATE OF NEW MEXICO COUNTY OF SANTA FE

IN THE DISTRICT COURT

MICHAEL P. GRACE and
CORRINE GRACE,

Petitioners,
NEW MUEXICO OIL CONSERVATION CAONG |, ./ (97
COMHMISSION, D. L. HANNIFIN, oR\C\”' PLEDY anets
JOE DCii COOK, and CACTUS SILER < ,A?ﬁ e NTY
DRILLING COMPANY, g, 15 R s OFFICE
QURT CL-=

Respondents.  p|STRICT cC

NOTICE OF APPEAL
TO THE
SUPREME COURT OF NEW MEXICO

wotice is given that the Petitioners have appealed to
the Ssupreme Court of the State of New lMexico from the Judgment
rendered herein on February 8, 1974, denying Petitioners'
Application for a Temporary Restralning Order and Preliminary
Injunction.

DATLD this 28th day of February, 1974.

LINES

ATTORNEY FOR PETITIOHILRS

500 Second Street, H.W.
Albuquerque, New lMexico 87101

ATTORHEY FOR PETITIONERS
Stroud & Smith

Suite 1300, 1407 Main Street
Dallas, Texas 75202

I heredy certify that a
copy of the foregoing
was mailed to opposing
counsel of record this

z . of March, 1974.
of Tl L Kes




. STATE OF NEW MEXICO COUNTY OF SANTA PE
| IN THE DISTRICT COURT
MICHAEL P. GRACE and
CORRINE GRACE,
Petitioners,
Ve HNo. 47406
NEW MEXICO OIL CONSERVATION
COMMISSION, D. L. EANNIFIN,

JOE DCii COOK, and CACTUS
DRILLING CCMPANY,

Respondents.

NOTICE OF APPEAL
TO THE
SUPREME COURT OF NEW MEXICO

Wotice is given that the Petitioners have appealed to
the Supreme Court of the State of New Mexico from the Judgment
rendered herein on February 8, 1974, denying Petitioners'
Application for a Temporary Restraining Order and Preliminary
Injunction.

DATED this 28th day of February, 1974.

B L. LINES
ATTORNEY FOR PETITIOHERS

500 Second Street, N.W.
Albugquerque, New Mexico 87101

ATTORNEY FOR PLTITIORERS
Stroud & Smith

Suite 1300, 1407 Main Street
Dallas, Texas 75202

I hereby certify that a
copy of the foregoing
was mailed to opposing

counsel of record this
zzz; of March, 1974.

;///A/mé/ A Kies




I THE DISTRICT COURT OF SANTA FE COUNTY

STATE OF NEW MEXICO

MICHAEL P. GRACE, II
and CORRINE GRACE,

Pecitioners

VE. No. 47406
REW RLXICO OIi, CONSERVATION
COMMISSION, D.L. HANNIFIN,
JOE DON COOK and CaLTUS
DRILLING COMPANY,

Pespondents

et S Nl Yantt Vet Ns® Vil N N Nl i ol ot st Yl e

MEMORANDUM BRIEP IN SUPPORT OF

FESPOUDEITS' MOTION TO FORFEIT BOND

On January 25, 1974, the Petitioners herein obtained
a Temporary hestraining Order agailnst the Resnondents, which
Crder:

(1) Reguirad the Jdew Mexico 01l Conservation Commission
toe teunrorarily suspend the drilling permit of D.IL. Hannifin
and Joe Don Cook for the rilling of an oil and gas well
known as Merland YNo. 1, in Section 24, Township 22 South,
Range 26 Fast, N.M,P.%,.,, Eddy County, New Mexico.

(2) Restrained and enjoined D.L., Jannifin, Joe Don
Cook and Cactus Drilling Company from further drilling opera-
tions on the serland “o. l.¥Well, andéd ordsred the immediate
removal of the drilling rig and all drilling eguipment from
the Grace~Atlantic Well pad.

(3) ERequired the posting of a Three Thousand Dollar
(33,000.60) hond by Potitioners as security for Respondents’

costs,



On January 28, 1974, the Court, upon proper Notice of
Hearing having been given, and with all parties being present
in person and rapresented by counsel, heard a Motion filed
by Raspondents D.L. Pannifin and Joe Don Cook to gquash the
Temporarv Restraining Order or alternatively, to dissolve
the sare, based upon violations alleged by Respondents to
have bean committed by Petitioners in obtaining the Temporary
Restraining Order. After hearing, the Court, on January 2%,
1974, entered its Order finding that the Temporary Restraining
Crdier had been improvidently issued, and the same was guasghed
and dissolvaed.

¢n the same date the Court entared its Ordsay guashing
and dissolving the Temporary Restraining Order, a Motlon to
forfeit the Fatitioners' Three Thousand Dollar ($3,000.00)
rond was filsd in o»an court by the FRespondents, D.L. Hannifin
and Joe Don ook,

fules 63-66(¢) of the Rules of Civil Procedure for the
Tistrict Courta of the Gtate of Hew Meuico (Sec., 21-1-1,
£5-66(c)) WM. 2.A., 1233 Comp., state that no preliminary
injunction zhall issue or occur except upon the giving of
sacurity by the applicant in such sum as the court deerms
proper, for the payment of such €osts and damages as may
ba incurred or suffered by any party who is found to have
heen wrongfully enicined or restrained. Subsection (4) of
the same Rule and Statute provides that whenever security
is given in the form of a bond, @ach surety submits himself
to the jurisdiction of the court and irrevocadly appoints
the Clerk of the Court as his agent upon whom any papers

affecting hig liability on the bond or undertaking may be



erved., The liability may be enforced on motion without the
necassity of independent action.

section 65-3-23(b), N.M.8.A., 1953 Comp., provides that
such a bond as the subject bond is given for the use and
benefit of all persons who may suffer damage under a wrong-
fully issued temporary rsstraining order, even though the
bond may be stated on its face to run directly to another
party. In this particular matter, the bond was stated to
be in favor of the State of Wew Mexico, however, the Statute
extends protection to all persons suffering damage under~a
wrongfally iasuad rastraining order.

Respondents, .5, Hannifin and Joe Don Cock seek to
forfait the bond submitted by the Petitioners in obtaininy
the issuance of the "emporary Restraining Order. FRespondents
submit that the Temporary Restraining Order was wrongfully
issued, in vinlation of the requirements for such an order
as set forth in Rules 53-68 of the Rules of Civil Procedure
for tha nistrict Courts of the State of lew Mexico.

slack's Law Dictionary, 4th Xd. (1937) defines wrong-
fully as something having been dJdone "in a wrong manner" or
*anjustly”. The sare dJdictionary source defines improvidently
as “"a judgment, decree, rule, injunction, etc., when given
or renderead without adeguate consideration by the court, or
without oroper information as to all the circumstances affect-
ing it, oy based upon a mistaken assumption or misleading
information or advice, is sometimes said to have been ‘'improvi-
dently' given or issued.”

In the present instance, the Court was not provided

proper information as to all of the cirxcumstances affecting



the Temporary Rastraining Order which was granted on January
25, 1974, and further, the same was granted upon misleading
information. As the Court will recall from the argumant of
counsel for the Respondents on ghe Motion to Quash the Tempor-
ary Restraining Order, the Petitioners failed to comply with
tha reguirsments set forth in Rule 65-66(b) of the New Mexico
Rules of Civil Procedure in that they almost totally failed
to follow the regquirements of the Rules, The Court will
recall the lanquage of Rules 65~66(b) which initiates the
basis for granting a temporary restraining order without
written or oral notice to the adverse party or his attorney
only if the specific requirements of this Subsectlion are

net. 3Such stringent reguirements are understandable, since
the Court iz dealing with an ex parte order which could cause
substantial injury to the enjoined party, as we hava in the
present instance,

Thore do not appsar to be any New Mexico cases in point
where the forfeiture of a bond under the Rules has baen con-~
sidered. lHowever, the Yew HMexico Rule reguiring the giving
of security (Rule €5(c)) is derived from Rule 65(c) of the
Federal PRules, and the same are almcst identical., New Mexico
Rule 65(43), allowing for proceedings against the surety is
almosgt identical with PFederal Rule 65.1. Under the Federal
Rules of Civil Procedurs, Rule 63, 28 U.S.C.A., there have
baen numerous decisions involving the forfeiture of a bond
in temporary restraining order and injunctive proceedings.

It sppears to be reasonably well settled that damages
under bond forfeiture ars recoverable only if final judgment

is in favor of the party enjoined., Meeker v. Stuart, 188

P. Supp. 272, Aff, 289 F.2d 902. In the present instance,



final judgment was rendered in favor of these Respondents,
the parties enjoined.
Further, the purpose for the Rule requiring security

is well settled, as stated in Onan v. United States, 13%0

F.2d 1, at nage 7, as follows:
"The requirement of securlity as provided by Rule 65(¢),
Federal Rules of Civil Procedure, was intended to protect

against damage caused by the improvident issuance of an in-

junction in advance of full hearina.”™ (Emphasis added)
Tt is significant that many cases, in speaking of wrong-
fully issued restraining orders and injunction, refer to an

imprevidently issued order. Capital Electric Company v.

Cristaldi, 157 F. Supp. 646; and Salvage Process Corpeoraticn

(TSR

v. Acme Tank Cleanino Process Corporation, 104 F.248 1908, Cart,

Dend-

Thus, assuming tine cexistence of an improvidently issued
tenporary restraining order, the burden rests upon the re-
strained parties to prove damages under the bond sought to

be forfeited., As stated in Eonclith Portland Hidwest Co.

v. R.F.C,, 125 F. Supp. B824:

"The allowance of damages for wrongful igsuance of an
injunction, should rest on eguitable primeipals, and as a
general rule, should be such damages only as were actual,
neceasary and the proximate result of the injunction during
the time it was operative.”

In viewing the bond, it is only necessary that the sane
substantially comply with the statutory regquirements for the
bond, and in determining whether a condition of the bond Has
been brokan, it must be construad acceording to the substance

and not according to the letter. 42 Am. Jur. 2¢& "Injunctions”,




po 9. 1113"“‘1114 .

Respectfully Submitted,

HUNKER, FEDRIC & HIGGINBOTIAM, P.A,

By:

Don M, Fedric

Attorneys for Respondents

D.5,. Hannifin and Joe Don Cook
P.0. BDox 1837

Roswell, New Mexico 83201



Laml! g//éﬁfax Frranklin & Jﬁm PA

ATTORNEYS AND COUNSELLORS AT LAW
500 SECOND STREET. NW

senARRYL.LAMB ALBUQUERQUE. NEW MEXICO 87101
o e AL TELEPHONE (505) 247-0107

FARRELL L. LINES

April 3, 1974

Mr. W. A. Gresset
Supervisor and 0Oil
and Gas Inspector
Drawer D D
Artesia, New Mexico 88210

RE Merland No. 1 Well

Dear Mr. Gresset:

I represent Michael P. Grace, who is the operator of
the Grace Atlantic No. 1 Well, which is located a few feet
from the Merland No. 1 Well located in Eddy County, New
Mexico. By this letter we are informing you that we are
opposed to your granting any extension allowing flaring of
the above well past the 60-day period, ending April 26,1974.

We are making application with the 0il Conservation
Commission for a suspension of any further authority to
flare, and trust that if you receive application for such
authority that you will refer it to the Commission, rather
than granting the authorization on the district level.

We appreciate your assistance.

Very truly yours,

Farrell L. Lines

FLL:ml

cc: Mr. George Hunker
Mr. Robert Ryan, Jr.
01l Conservation Commission
Mr. Michael P, Grace




LAW OFFICES OF

HunkER, FEDRIC & HIGGINBOTHAM, P.A.
210 HINKLE BUILDING

POST OFFICE BOX {837

GEORGE H. HUNKER, JR. RosweLL,NEw MEXICO 88201 TELEPHONE 622-2700
DON M. FEDRIC March 25, 1974 AREA CODE 505

RONALD M. HIGGINBOTHAM

District Court Clerk

District Court of Santa Fe County
P. O. Tox 2262

Santa Te, MNew Mexico 87501

Re: Michael P. Grace, and
Corrine Grace vs. N.M.0.C.C.,
et al, No. 47406, District
Coutt, Santa Fe County

Dear X¥s. Montova:

Enclosed for filing, please find Respondents' Cost Bill
and Notice of Hearing in connection with the above matter.

Thank you for your attention.

Yours very sincerely,

HUNKER, FEDRIC & HIGGINBOTHAM, P.A.

Don M. Fedric

J

1l

%

encls.

cc: Mr. Farrell L. Lines
cc: Mr. Robert W. Ryan, Jr.
¢cc: Mr. William F. Carr



IN THE CISTRICT COURT OF SANTA FE COUNTY

STATE OF NEW MEXICO

MICHAEL P. GRACE, II
and CORRINE GRACE,

Petitiznexs
ve. No. 47408
NFW MEXICOC CIL CONSERVATION
COMMISSION, D.L. HAMNIFIN,
JOE DON COOR, and CACTUS
DRILLING COMPANY,

Raspondents

Tt i Nt Sostl St kP gl sl Vsl Suut? gt Vout Vogph gt “wuth

NOTICE OF HEARING

Notice is hereby given by Hunker, Fedric & Higginbotham,
P.A., attornevs for Respondents, D.L. Hannifin and Joe Don
Cook, that a hearing will be held on the said Respondents'
Cost Bill which has been submitted herein, on Tuesday, Aprril
2, 1974, in the District Court of Santa Fe County, New Mexico
in the County Courthouse at Santa Fe, MNew Mexico, at 92:30

A.M., or as soon thereafter as counsel may be heard.

HUNKFR, FFDRIC & HIGGINRBOTHEAM, P.A,

I herebv certify that T QAM 'y
have mailed a true copvy M., Fedri

of the foregoing instru- Attornevs for Respondents,
ment to My, Farrell 7. D.L. Hannifin and Joa Don Cook
Lines, Attorney =2t Law, P.0. Box 1837

500 2nd St., ¥M,%7., albu- Roswell, ¥ew Maxico 22201

quercue, New Mexico: Mr.
Robert W. Ryan, Jr.,

Attorney at Law, Suite

1300, 1407 Main 2t., Dallas,
Texas, 753202: and Mr., William
F. Carr, Aast. Atty. Gen.,
0.C.C,, Land Office Rldg.,
Santa Fe, MNew Mexico, 87501,

this 25~ day of March,

1974.

‘=é%é;£agv~1~|.iaa4‘; .
n M, Fedric




IM THE DISTRICT COURT OF SANTA FE COUNTY

STATE OF NES MFXICO

No. 47406

NEY UHICO OIL CONSH
COMMTOSION, D.L. HANNIFIN,
JOE DON COOK and CACTUS
DRILLIVE COMPRNY,

Regspondents

L O i i L WO N S A NP I NP Y P e ]

REICPONDENTS' OOST BILL

The Respondents, D.L. Hannifin and Joe Don Cook, here-
with submit their cost 1ill to be taxed against and recover-—
2d fror the retitionors, Michacl P. Srace, II1I and Corrine
Cracy, as follows.

1. Witness fees for attending District Court hearings:

{(a) Witneass en Hedrick

1/31/74 $5.490
2/1/74 55,00
2/2/74 $5.00

v o s s

(p) Witness Rav Warner

1/31/74 $5.10
2/1/74 £5.90
2/2/74 $5.00

$15.90

$30.00

2. Travel expense for witnesses, Ken Hedrick and Ray
Warner, from and to Ilobbs, New Mexico (total 614 miles each)

at 8¢ vper mile for each witness:

(a) RXen Hedrick $49,.12
{b} Ray Warner $49,12
I-‘u4



3. Expert Witness fee for professional engineer witness
Raymond Lamb, Artesia, Mew Mexico, for preparation, attendance
and testimony in District Court, 1/31/74, 2/1/74 and 2/2/74;

(2} Raymond Lamb $308.00
£308.90

Total Costs £436,24

SATFD this 25 day of arch, 1974.

HUNKER, 7FDRIC & HIGGINBCOTHAM, PLA,

gy;w*~15§§;§z;a:2!
Don " Fedric

Attorneys for ?ﬁfnonuents,
oL, Hannifin and Joe Don Cook
P.O. Rox 1837

“orwall, New Mexico 82201

o A e 1-—--~ :ro-—-v-rrva
STATT oF R A S

5

n

)

)
COUNTY NF CHAVRS )

Don M. TFedric, heing first daly sworn apon his oath,
deposes and states that he is one of the attornevs for the
Respondents, D.T. Yannifin and Joe Don Cook in the above
antitled cause and has knowlaedge of the costs and dishurse-
ments: that the itews in the above cost bill were actually
and necessarily incurred in the defense of said cause and
that the services charged have heen actually and necessarily
performed as stated therein,

Don M, Fedric

SUBSCRIPED AND SWORN TO before me this 03 day of

March, 1974.

Notary Public
My Commission Expires:

s/

/




CERTIFICATE OF MAILING

I nereby certify that I have mailed a true copy of
the foregoing Cost Bill to Mr., Farrell L. Lines, Attorney
at Law, 300 Second Street, H.W., Albugquerque, MNew Mexico:
Yy, Tobnert 7, Bvan, Jr,, Rttorney at Law, Suite 1300,
1447 tain Street, Dallas, Texas, 75202; and Mr. William
F. Carr, Assistanit Attorney General, Oil Congervation
Commission, Land Office Ruilding, Santa Te, Yew Mexico,

87501, this 2% day of March, 1974,

Ebn;%. Fedric



LAW OFFICES OF
HuUNKER, FEDRIC & HIGGINBOTHAM, P.A.
210 HINKLE BUILDING

POST OFFICE BOX 1837

GEORGE H. HUNKER, JR. RosweLL,NEw MEXICO 88201 TELEPHONE 622-2700
DON M. FEDRIC AREA CODE 505
RONALD M. HIGGINBOTHAM March 26 , 1974

Mr. Parrell I. Lines
Attornay at Law

500 S=cond Street, N.W.
Albucquerque, New Mexico

Mr. Robert W. Ryan, Jr.
Attorney at Law

Suite 1300

1407 Main Street
Dallas, Texas 75202

¥y, William F. Carr
Asgistant Attorney General
0il Conservation Commission
Land Cffice Building

Santa T2, Yew Mexico 87501

Re: Michael P. Grace and
" Corrine Grace vs,
N.M.0.C.C., et al
No. 47406 - Santa Fe
County

Gentlemen:

We have been advised that Judge Felter will hear
the Motion to Forfeit, Respondents' Cost Bill and
Supersedeas Bond at the April 2, 1974 setting.

Yours very sincerely,

HUNKER, FEDRIC & HIGGINBOTHAM, P.A.

o dai e

et % 2O



STATE OF NEW MEXICO COUNTY OF SANTA FE

IN THE DISTRICT COURT

MICHAEL P. GRACE & CORRINE GRACE,

Plaintiffs,

vs. No. 47406

NEW MEXICO OIL CONSERVATION
COMMISSION, D. L. HANNIFIN,
JOE DON COOK, & CACTUS DRILLING
COMPANY,

Defendants.

CERTIFICATE

I, Anita M. Aldecoa, Secretary to Edwin L. Felter,
District Judge, Division II of the First Judicial District of
the State of New Mexico do hereby certify that I mailed a
copy of the attached notice of hearing this 22nd day of March,
1974, to the surety upon the bond furnished by the plaintiffs
herein addressed to Robert S. Hoog, Agent, Safeco Insurance
Company of America, 7901 Mountain Road, N.E., Albuquerque,”

New Mexico 87101.

7%@@_@_

Anita M. Aldecoa




In The District Court of....... _SANTA_FE

County, State of New Mexico

MICHAEL P. GRACE & CORRINE GRACE
: Plaintis.

NEW MEXICO OIL CONSERVATION
COMMISSION; D L. Detrodant. |
HANNIFIN, JOE DON COOK, &

CACTUS DRILLING COMPANY

'NOTICE OF HEARING

NOTICE IS HEREBY GIVEN thst the above cause of action will bs called for hearing before the underaigned

. Judge for the time, date, place and purpee indicsted,

9:30 AM
TIME

—APRIL 2, 1974

DATE

SANTA FE COUNTY COURTHOUSE
PLACE

MOTION TO FORFEIT BOND
NATURE OF HEARING

TIME RESERVED

OTHER COMMENTS:

EDWIN L, FELTER

¢C

. District Judge
By Anita M. Aldecoa 'SECR§IARY
DATE THIS NOTICE MAILED: MARCH 12, 1974 |
Mr. Farrell L. Lines
Attorney at Law
- 500 2nd Street, NW
.Albuquerque, New Mexico 87110

Mr. Robert W. Ryan, Jr.

" Attorney at Law

Suite 1300, 1407 Main St.
‘Dallas, Texas 75202

HUNKER, FEDRIC & HIGGINBOTHAM
Attorneys at Law

P. 0. Box 1837

Roswell, New Mexico 88201

Mr. William F. Carr
Assistant Attorney General
0il Conservation Commission
Land Office Building

Santa Fe, New Mexico 87501

. \‘\ \\



LAW OFFICES OF
HuNkER, FEDRIC & HIGGINBOTHAM, P.A.

210 HINKLE BUILDING

POST QFFICE BOX 1837

GEORGE H. HUNKER, JR. RosweLL, NEw MEXICO 88201 TELEPHONE 622-2700
DON M. FEDRIC AREA CODE 505
RONALD M. HIGGINBOTHAM

February 7, 1974

Bill Carr, General Counsel

New Mexico 0il Conservation Commission
P. O. Box 2088

Santa Fe, New Mexico 87501

Dear Bill:

We certainly appreciate the kind professional assistance
and cooperation shown us by all of the staff of the New Mexico
0il Conservation Commission in the recent Santa Fe District
Court proceeding. Messrs. Porter, Nutter and Stamets were
most helpful, and please express to them our best wishes and
thanks.

Someone once said, "In the face of adversity, courage,
fortitude and whiskey sometimes helps", and you might pass
that on to Tom with our best wishes.
Again, thank you for your enthusiasm and kind help.
Yours very sincerely,
HUNKER, FEDRIC & HIGGINBOTHAM, P.A.
cii;;i;iihrv:7~7.;;ZQ‘AL';.

st .
Don M. Fedric

DMF :dd



State of New Mexico
Ti..MiENS OF Itfst gmgmw 827-2385

POST OFFICE BOX 2268
SO LT ELTER

JUDGE,DIV. IT 5&“’33’

February 8, 1974

Mr. Farrell L. Lines HUNKER, FEDRIC & HIGGINBOTHAM
Attorney at Law Attorneys at Law

500 2nd Street, N.W, P. O. Box 1837

Albuquerque, New Mexico 87103 Roswell, New Mexico 88201
Mr. Robert W. Ryan, Jr. Mr. William F. Carr v~
Attorney at Law Assistant Attormey General
Suite 1300, 1407 Main St. 0il Conservation Commission
Dallas, Texas 75202 Land Office Building

Santa Fe, New Mexico 87501
RE: GRACE, et al -v- OIL CONSERVATION
COMMISSION, et al
Santa Fe County #47406
Dear sirs:
Herewith enclosed is a copy of the Court's Decision together
with a copy of the Judgment both which were filed this date
with the Clerk of the District Court.

Very truly yours,

EDWIN L. FELTER
DISTRICT JUDGE

ELF/ana

Enclosure



STATE OF NEW MEXICG COUNTY OF SANTA FE
IN TdE DISTRICT COURT

MICHAEL P. GRACE and

CORRINE GRACE,
Petitioners,

Vs, No. 47406

NEW MEXICO OIL CONSERVATICN

COMMISSION, D. L, HANNIFIN,

JOE DON COOK, and CACTUS

DRILLING COMPANY,

Respondents.

DECISICN OF THE COURT

The Court hereby makes the following Decision in the

above-entitled case:

FINDINGS OF FACT

1. The Court has jurisdiction of the parties and subject
matter of this action.

2. The Respondents, D. L. Hannifin and Joe Don Cook, are
the lessees of record in and to the o0il and gas and other min-
erals underlying the SE/4 of Section 24, Township 22 South,
Range 26 East, Eddy County, New Mexico. The SW/4 of the said
Section 24 is under lease fo or controlled by the Petitioners.

3. The Petitioner, Michael P. Grace, is the operator of
a gas well known as the Grace-Atlantic #1, located on the

leased premises owned by Respondents, D. L. Hannifin and Joe

|



Don Cook, and said gas well, in accordance with New Mexico 0il

Conservation Commission Rules and Regulations, has been allocated

a 320 acre well spacing unit for production of gas from the
Morrow formation at approximately 11,400 feet, which spacing

unit consists of the SE/4 of Section 24, under lease to said

Respondents, and the S¥ 1/4 of said Section 24 under lease to or

controlled by the Petltioners.

4. The Grace-Atlantic Well #1, which is presently produc-
ing and selling gas from the Morrow Formation, is owned Fifty
Percent (50%) by Petitioners and Fifty Percent (507%) by said
Respondents, subject to royalty interests.

5. On or about December 28, 1973, the New Mexico 0il
Conservation Commission approved an application filed by the
said Respondents, to opsrate and dri;i a well known as the
Merland #1, to a depth of approximately 4,550 feet on a 40 acre
spacing unit, located within and upon the lease owned by said
Respondents in the SE 1/4 of said Section 24, to test the Dela-
ware Formation underlying said land for the production of oil.

6. The Merlanc #1 Well is located approximately 144 feet
Northeast of the Grace-Atlantic #1 gas well,

7. The PDelaware Formation underlying the lease and land
of said Respondents in the SE 1/4 of said Section 24 is solely
owned by said Respondents, and the Petitioners have no interest

therein.

8. On or about January 23, 1974, said Respondents initiated
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drilling operations for the Merland #1 Well through Respondent
Cactus Drilling Compsany.

G. The drilling cperations of Cactus Drilling Company in
drilling the Marland #1 Well are being and will be conducted
within the limits of reascnable and adequate safety precautions
so as to avoid damase or injury to the Grace-Atlantic Well #1,
provided Cactus Drilling Company shall employ safety devices and
precautions which Resrondents indicated in open court would be
enployed and observed and provided that there is obedience to
such safety requirements as may be prescribed in the premises
by the New Mexicoc 0il Conservation Commission.

10. The Petitioners have failed to show the existence of
irreparable injury to the Grace-Atlantic #1 Well as the result

of drilling of the Merland #1 Well,

CONCLUSICONS OF LAW

1. This Court has jurisdiction over the parties and the
subicct matter.

2. The application to drill the Merland #1 Well filed
by Respondents D. L. Hannifin and Joe Don Cook, was validly and
properly aprroved by the New Mexico 0il Conservation Commission.

3. The Merland #1 Well is being and will be drilled with
reasonable and acdequate safety precautions provided those safety
measures set out in Tinding of Fact #9 hereof are kept performed

and observed.




4, Irreparable injury to Petitioners will not result from
the drilling of the Merland #1 Well to the Delaware Formation
crovided that it shail be drilled with the safety precautions
contemplated by Finding of Fact #% hz2reof and Conclusions of
Law #3 hereof.

All Requested Findings of Fact and Conclusions of Law

inconsistent herewith are hereby denied.

LET JUDGMENT BLZ ENTERED ACCORDINGLY.

DISTRICT JUDGE

vy
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IN THE DISTRICT COURT CFF SANTA FE COUNTY
STATE OF NEW MEXICO
MICHAEL P. GRACE and
CORINNE GRACE,
Petitioners
vSs. Cause No. 47,406
NEW MEXICO OIL CONSERVATICN
COMMISSION, D. L. HANNIFIN,

JOE DON COOK and CACTUS
DRILLING COMEANY,

. Nt e N et s Sl et NP

Respondents

JUDGMENT

This cause, having come before the Court for hearing
upon the Petitioners' Application for a Temporary Restraining
Order, and the parties, through ccunsel, having agreed that

said hearing constituted a full hearing upon Application for

?{a Temporary Restraining Order and Preliminary Injunction,,gﬁ/p
NAEMNH L HEFRARIAVE CA TAHE AFE LTS,

with all parties having been present in pef%on and with
counsel, the Court, after having heard all the evidence
presented, and having made and filed herein its Findings of
Fact and Conclusions cf Law, finds the issues in favor of the
Respondents and that the Petitioners' Application should be
denied.

IT IS, THEREFORE, CRDERED, ADJUDGED AND DECREED by the
Court that the Application of the Petitioners for a Temporary
Restraining Order and Preliminary Injunction be, and the same
hereby is, denied, with judament hereby rendered for the

Respondents, with costs.

Padmy



DONE at Santa Fe, New Mexico, this Szgzéé—Aay of

February, 1974.

T

HONORABLE EDWIN L. FELTER,
District Judge

I hereby certify that

a copy of this instrument
was mailed to opposing
counsel of record, postage
prepaid, this 5th day of
February, 1974.

Don M. Fedric

Hunker, Fedric & Higginbotham, P.A.
P. O. Box 1837

Roswell, New Mexico 88201
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OIlL. CONSERVATION COMMISSION
P. O. BOX 2088

c¢ANTA FE, NEW MEXICO 87501

February 8, 1974

George lunker, Esq.
P. 0. Box 1837
Roswell, New Mexico 88201

Dear George.

¥nclosed is the Judgment, Findings of Fact, and
Conclusions of Law entered by Judge Felter today in
ganta Fe County Case 47406.

I am also enclosing, as per your request, a copy
of the transcript of Case No. 5152. We would appreclate
your returning it in two weeks if possible.

Will see you on the 1l3th.

Very truly yours,

wILriaM P, CARR
General Counsel

wrc/dr
enclosure



February 8, 1974

Honorable Edwin L. Felter
District Court Judge

Santa Fe District Court Houie
Santa Fe, New Hexico

RE: Grace v, New Mexico 0il Conservation| Commission, et al,
Cause No. 47,406 é::::::i\

Dear Judge Felter: \Q¥>
rnative forms of Judg-

d to the above captioned

Enclosed please find,§;6
ment that we would propose
matter,

uly yours,

7 Jr\\
[/ ’1::@11 L. Lines
FLiaanl \ /
Enclosure N
o
ccs  Mr;,




IN THE DISTRICT COURT OF SANTA FE COUNTY
STATE OF NEW MEXICO
MICHAEL P. GRACE, and
CORINNE GRACE,
Petitioners,
vSs. Cause No. 47,406
NEW MEXICO OIL CONSERVATION -
COMMISSION, D.L. HANNIFIN,
JOE DON COOK and CACTUS
DRILLING COMPANY,

Respondents.

S et Yt e’ i e N N Y e e’ et Sl s

JUDGMENT

Thi= ca.se, having come before the Court for
heari:.g upon the PPetitioners' Application for a Temporary
Restruining Orde , and the parties, through counsel, having
agreed that sald hearing constituted a full hearing uéonx
Application fc: a Temporary Restraining Orderband Prelim-
inary Injunction, with all parties having been present
ih persor and -with cousel, the Court, after havind heard
all the - vidence presented, and having ﬁade and filed herein‘
its Findings of Fact and Conclusions qf'law, findé that the
Pétitioners have failed to prove that stéhdard drilliné
precautions have not dr cannot be taken‘iﬁ connecﬁioﬁ witﬁ7
the dril]inq of the Merland No. 1 well, theréforék Petitioners’
Application is denied subject to the continuinq”gqod faith- |

compliiance of the part:es in carrying out the necessary

precautions set forth in Petitioners' Requesfed Finding of

Fact Number 15 and Petitioners' suggested Conclusions of

‘Law Numbers 3 and 4. L

IT IS, THEREFORE, ORDERED, ADJUDGED ANﬁ DECREED by

ILLEGIBLE
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the Court that the Application of the Petitioners for a

Temporary Restraining Order and Preliminary Injunction be,

and the same hereby is, denied, with Judgment hereby
rendered for the Respondents subject to the continuing
good faith compliance of the parties in carrying out the
necessary precautions referred to above, with each party

to bear its own costs.

HONORABLE EDWIN L. FELTER,
District Judge

I hereby certit. that

a copy of this nstrument

was mailed to o) posing

coinsel of reconrd this
day ot February,

1974.

FARRELL L. LINES
Lamb, Metzgar, Franklin & Lines, P.A.
500 Sec:nd Street, N.W.

Albupiergque, New Mexico 87101
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IN THE DISTRICT COURT OF SANTA FE COUNTY
STATE OF NEW MEXICO
MICHAEL P. GRACE and
CORINNE GRACE,
Petitioners,

vVS. Cause No. 47,406

NEW MEXICO OIL CONSERVATION
COMMISSION, D.L. HANNIFIN,
JOE DON COOK and CACTUS
DRILLING COMPANY,

Respondents.

' N R e S’ e’ e Nt e’ e . e e St

JUDGMENT

This cause, having come before the Court for

hearing upon the ?Petitioners' Application for a Tempcrary

Restraining Ords:, and the parties, through counsel, having

agreed that sa.id hearing constituted a full hearing upc:
Application fco a Temporary Restraining Order and Prelim-
inary JInjunctiorn, with all parties having been present

in person and with counsel, the Court, after having heard

all the evidence presented, and having made and filed herein

its Findings of Fact and Conclusions of Law, finds the
principle issues in favor of the Respondents, the issues
of safetyv having been evidenced for continuing good faith
compliance and that Petitioners' Application shbuld be

denied.

IT IS, THEREF(CRE, ORDERED, ADJUDGED AND DECREED by

the Court that the Application of the Petitioners for a

Temporary Restraining Order and Preliminary Injunction be,

and the same hereby is, denied, with judgment ﬁereby

rendered for the Respondents, with Court costs.

ILLEGIBLE

t

oo RISl




DONE at Santa Fe, New Mexico, this day of

February,

1974.

HONORABLE EDWIN L. FELTER,
District Judge

I hereby certify that
a copy of this instrument
was mailed to opposing
counsel of record, this

- day of February,

——

1974.

FARRELL L. LINES

Lamb, Metzgar, Fr.inklin & Lines, P.A.
500 Second Street, N.W.

Alburiaerque. New Mexico 87101

ILLEGIBLE




February 7, 1974

Mr. George Hunker, Jr,
Hunker, Fedric & Higgenbotham
Suite 210, iinkle Building
Roswell, Mew Mexico 88201

Ri: Grace v. New Mexico 0il Conservation |Cormission et al,
Dear Georges

Inclosed please find a copy of our
Findings of Fact and Conclusig 3§ Law.

uested

I received your prepdsed Jpdgment and an reviewing
‘ Ryan a hope to be bLack to

rarrell L. Lines




STATE OF NEW MEXICO COUNTY OF SANTA FE
IN THE DISTRICT COURT

MICHAEL P. GRACE, and

CORRINE GRACE,
Petitioners,

vs. No. 47406

NEW MEXICO OIL CONSERVATION

COMMISSION, D.L. HANNIFIN, JOE

DON COOK, and CACTUS DRILLING

COMPANY,

Respondents.

PETITIONERS' REQUESTED FINDINGS OF FACT
AND CONCLUSIONS OF LAW

COME NOW Petitioners by their attorneys and request that the
Court make the folliowing findings of face and conclusions of law.
Petitioners on January 25, 1974, filed their Application for Pre-
liminary Injunction restraining and enjoining D.L. Hannifin, Joe
Don Cook and Cactus Drilling Company from further drilling the
Merland No. 1 Well and ordering said partied to remove the drilling
rig and all drilling equipment from the Grace-Atlantic Well pad.
Said preliminary injunction was granted on January 25, 1974. The
preliminary injunction was dissolved on January 28, 1974 and
hearing was set for January 31, 1974, on the matter of permanent
injunction against the Respondent. The parties appeared for trial

without jury at 2:00 p.m. on January 31, 1974.

FINDINGS OF FACT

1. The Grace-Atlantic Well is located one and one-half
(1—1/2) miles south of Carlsbad, New Mexico, in Eddy County. Fifty
percent (50%) of the working interest in said well is owned by

Michael P. Grace and Corrine Grace, twenty-five percent (25%) of




the working interest is owned by Joe Don Cook and twenty-five
percent (25%) of the working interest is owned by D.L. Hannifin.
The well was completed as a producer in the Morrow Formation and
the well has a present value of $8,500,000;OO. The Grace-Atlantic
Well is currently producing 8.5 mmcf of gas daily and has a far
greater production potential. The cost of drilling a replacement
well for the Grace-Atlantic Wéll would be in excess of %500,000.00.

2. The Grace-Atlantic Well was drilled during the period
February 1, 1973, through March 15, 1973. The Grace-Atlantic Well
encountered a high pressure gas blowout in the Delaware Formation
at 4,490 feet on February 6, 1973, which required three (3) days
to bring under control; The drilling contractor on the Grace-
Atlantic Well was Big West Drilling Company and the supervisor
was J.E. Wilsher, The deviation of the Grace-Atlantic Well at
total depth is l.§5° and the direction of deviation is not known.

3. The Merland No. 1 Well is currently being drilled by
Respondents D.L. Hannifin and Joe Don Cook at a location 144.3
Feet northeast of the Grace-Atlantic Well. The pad for the
Merland No. 1 Well overlaps the pad of the Grace-Atlantic Well.
The Merland No. 1 Well is being drilled to the Delaware Formation,
the same formation in which the blowout occurred oﬁ the Grace-
Atlantic Well.

4, Mike Linder, one of the drillers on the Grace-Atlantic
Well, testified that he would not work on the rig being used to
drill the Merland No. 1 Well at any location in which it was being
drilled into the Delaware Formation, since i£ did not have a Hi-
Drill Blowout Preventer. The Merland No. 1 rié is too small to
accomodate a Hi~-Drill Blowout Preventer. Linder testified that
the Merland No. 1 rig was capable of drilling through the cement

and casing on the Grace-Atlantic Well. Linder testified that it



was possible for the Merland No. 1 Well to catch fire, topple
and hit the Grace-Atlantic Well X-mas tree. Linder further
testified that he could not be certain that even with heavy mud
being used in the Merland No. 1 Well that there would not be
blowout problems. Linder testified that in his twenty (20)
years experience in the o0il fields he had never seen high pres-
sure gas wells drilled as close as the Merland No. 1 Well is
being drilled to the Grace~Atlantic Well. Linder testified that
the Merland No. 1 Well needs a rotating head so that the well can
be drilled under pressure. Linder testified that the formation
from 4,000 feet to 4,490 feet could be charged with high pressure
gas from the earlier blowout. He further testified that there
could be leakage in the Merland No. 1 Well into the upper sands
while changing pipe.

5. Phillip Graves, a safety expert with sixteen (16)
vears experience, testified that the Merland No. 1 Well and
the Grace-Atlantic Well were located too close together from
a safety standpoint. Graves had visited the Merland No. 1 Well
for forty-five (45) minutes on the day the trial commenced.
Graves testified that mobile equipment might run into the Grace-
Atlantic X-mas tree destroying it, causing a fire and perhaps
destroying the reservoir of the Grace-Atlantic Well. Graves
testified that the equipment was too close together on the Mer-
land No. 1 Well which could cause fire and spread to the Grace-
Atlantic Well. Graves testified that the proximity of the
propane tanks to the Merland No. 1 Well, to the road and to the
Grace-Atlantic Well did not meet the 150 foot safety standards
of the Department of Labor or of the Independent Association of
Drilling Contractors. Graves further testified that there was a
blowout fire potential where flying debris from the Merland No. 1

Well might fall on the Grace-Atlantic Well. He testified that an
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explosion in the Merland No. 1 Well could shatter the Grace-

Atlantic Well head and burn up the entire_Grace-Atlantic Reser-

voir. The same blowout hazard would result from equipment being

Pt et B

too close and not meeting the above standards. Graves testified
that even if all standard safety measures were employed on the
Merland No. 1 Well, with the exception of use of a Hi-Drill
Blowout Preventer, he did not recommend drilling the Merland No.
1 Well at so close a proximity to the Grace-Atlantic Well.

6. Jim Johnson, a petroleum engineering expert who
testified for Petitioners, stated that given the facts of the
instant case and use of all standard safety practices, except a
Hi-Drill Blowout Preventer, that there was still the possibility
of a blowout. Jim Johnson testified that if a trip ﬁere made
out of the well to change pipe that the mud column weight would
be lightened and that a blowout could be experienced. Jim John-
son testified that a diriller is in a better position when there has
been a prior well in a formation due to increased information
available, but that »ne could not be sure of avoiding a blowout
in the instant case. Jim Johnson testified that he has never known
wells to be drilled so close under the facts of this case. Jim
Johnson further testified that due to deviation the Merland No. 1
Well could drill into the Grace-Atlantic Well and collapse the
Grace-Atlantic casing. Jim Johnson testified that the deviation
of the Grace-Atlantic Well at 4,490 feet was 75.5 feet. Jim
Johnson states that the Merland No. 1 Well could not be drilled
safely at its present location.

7. Ron Johnson, a petroleum éngineering expert who testi-
fied for Petitioners and who consulted on the Grace-~Atlantic Well,
testified concerning a blowout in the Powder River Basin in the

same formation where another well had blown out. Ron Johnson



further testified that there were hazards to the Grace—-Atlantic

Well because the proximity of the wells presented problems because i
of moving equipment and natural human error. Ron Johnson testi-
fied that it was possible to have gas leakage to the upper sands
which might blowout and that the mud column might not have suffi-
cient weight closer to the surface to prevent such a blowout in
the Merland No. 1 Well. Ron Johnson testified that the deviation
in the Grace-Atlantic Well at 11,000 to 12,000 feet in the Morrow
Formation could be much more than 200 feet to 250 feet.

8. Respondent Joe Don Cook testified that he carried no
insurance on the Merland No. 1 Well and that his drilling con-
tractors carried insurance in the amount of $100,000 per party
and $300,000 per occurrance. Respondent Cook is a joint operator
of the Merland No. 1 Well with Respondent D.L. Hannifin. Res-
pondent Cook testified that he had a net worth of approximately
$2,300,000, although '.is testimony was vague as to specifics
other than $100,000 of certificates of deposit. The engineer for
the Merland No. 1 Well had never been on the well site prior to
the commencement of this trial.

9. Respondent D.L. Hannifin testified that he ahd a net
worth of some $500,000 to $750,000 with outstanding indebtedness
of approximately $120,000. Both Respondents Hannifin and Cook
testified that while they thought the proximity of the wells
presented no hazard problem, they would not be willing to post
a bond in favor of Petitioners based on the safe drilling of the
Merland No. 1 Well. Respondent Hannifin testified that he had been
operator of one marginal well at Green Way.

10. Kenneth Hedrick, drilling superintendent for Cactus
Drilling Company, testified that there was no Kelly Cock, no

Geronimo, no Hi-Drill Blowout Preventer and no rotating head on




the Merland No. 1 Well. Witness Hedrick testified that the
Grace-ATlantic Well might be killed during critical periods on
the Merland No. 1 Well including fracing and treatment, but he
could not state what harm might be done to the Morrow Formation
production in the Grace-Atlantic Well by doing this. Witness
Hedrick further testified that when men panic and run they
sometimes do not stop to turn on blowout preventers. With
regard to plugging the Grace-Atlantic Well, witness Hedrick
testified that the plugging would not work in integral joint
tubing such as the PH 6 Hydril in the Grace-Atlantic Well. Wit-
ness Hedrick testified that he did not know of a "thief" zone

at 2,100 feet which might cause loss of mud in that zone. Witness
Hedrick testified that an ignition source would still be running
on the Merland No, 1 Well even if the heater treater on the
Grace-Atlantic Well were shut down., He said that this source
could cause a fire ir 4 blowout situation. Hedrick testified
that he had known blowout preventers to fail.

11. Ray Warner, an employee of Eastman Whipstock, testi-
fied that a magnetic single compass was being used to check deviation
in the Merland No. 1 Well. Warner was not personally supervising
this instrument. He testified that his company would not gua-
rantee results and was not responsible for damage resulting from
the company's work. Eastman was employed by the operators of
the Merland No, 1 Well after the commencement of the instant
litigation.

12. Raymond Lamb, employed as engineer on the Merland No.
1 Well, testified that he had inspected the well site and that
fire extinguishers were near the mud pump and southwest corner.

He testified that the blowout equipment was being readied for use.
He stated that there was a kill pump and manifold %ndrthat the flow

lines were in fact being secured down now. He tesﬁified that

t
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Eastman equipment was being used. Lamb testified that there

was no Kelly Cock and that the flow line location on the surface
presented a hazard. He testified that he did not know whether
or not Jerry Butts, the Merland No. 1 mud engineer was certified.
He testified that the Otis plugging tool could not be used on
high pressure four and one-half (4-1/2) inch tubing as located
in the Grace-Atlantic Well. He further testified thét he had
known blowout preventers to fail in the past.

13. Daniel S. Nutter, engineer for the New Mexico 0il
Conservation Commission, testified that he was originally uncom-
fortable with the proposed location of the Merland No. 1 Well
sO near to the Grace-Atlantic Well and he telephoned Respondent
Hannifin to see if the location for the Merland No. 1 Well
could be moved. The iocation was not changed.

14, Petitioner Michael Grace testified that his total
expenditures, projected and otherwise, other than attorneys'
fees in connection with the instant matter had been $13,434.00.
Petitioner Grace tes-ified that a gas mud detector should be
used with the Merland No. 1 Well. Petitioner Gracelfurther
testified as to the extreme hazards of blowouts in the Carlsbad,
- New Mexico, area where the Merland No. 1 Well is located due
to aerated mud column and underestimated mud weight;

| 15, At a minimum the following safety precadtions, many
-0of which have been implemented since this 1itigatioﬂ began,
should be observed on the Merland No. 1 Well: ,

A. The Merland No. 1 Well should have ﬂhevfollowing
maintained in good working order:
(1) adequate fire.extinguishers, placed properly
(2) hydraulic blowout equipment with adcumulator
and manual controls |

(3) pump to kill manifold

oy
A



(4) two two-inch flow lines secured down with chokes

from kill manifold

(5) Kelly Cock

(6) Eastman deviation equipmént

(7) Geronimo installed and in working order

(8) steel connections to fillup lines with 3,000
pounds working pressure in known danger periods

(9) rotating head should be used

(10) four (4) inch line anchored from blowout preven-

ter to pit through kill manifold

(11) adequate fire, blowout and pUblicfliability

insurance in force throughout '

(12) gas mud aerating equipment should be available -

degasser

(13) suffi-:ient weight mud should be used and avail-

able

(14) gas detector device should be installed on flow

lines or on mud volume indicator

(15) pit liner and mud volume detector with alarm

system

il6) spark plug arrestor should be installed

(17) engine exhaust should be water cooled with water

tap ;

B. The Merland No. 1 Well pad should bg enclosed with
such enclosure to exclude the portion of the GracefAtlantic pad
which is overlapped by the Merland No. 1 Well. v

C. Equipment locations on Merland No. 1 Well should
" meet standards of U.S. Department of Labor and Indépendent Asso-
ciation of 0il Drilling Contractors of America. .

D. The operators of the Grace—Atlantic?Well should be



notified at such time as the Delaware Formation is ﬁeached, they
should be kept advised of drilling operations in thé Delaware
Formation and should be advised as to any fracing aﬁd treatment
operations.

E. All moving equipment and personnel erking on
the Merland No. 1 Well should stay well clear of th¢ Grace-Atlantic

X-mas tree and related equipment.

16. Respondents Hannifin and Cook do not have sufficient
net worth to provide a bond to Petitioners in the aﬁount of $4,
$4,250.000 conditioned on the Merland No. 1 Well not causing the

destruction of the Grace-Atlantic Reservoir.

CONCLUSIONS OF LAW

1. This Court has jurisdiction of the instant contro-
versy. ‘

2. Upon agreement of parties this hearing is treated as
a hearing on the merits as well as a hearing on the injunction.

3. The Court finds that the Petitioners haée failed to
prove that standard drilling precautions have not oﬁ cannot be
taken in connection with the drilling of the Merlanq No. 1 Well.

4. The judgment entered, therefor, herein is subject to
the continuing good faith compliance of thg partiesiin
,carrying out the necessary precautions set forth in;Finding of
Fact number 15, as referred to in Paragraph 3 of thése Conclusions
of Law. |

AND, THEREFORE, Petitioners request fér an injunction and/
or a bond to be filed by Respondents Hannifin and quk is denied.

Respectfully submitﬁed,

FARRELL L. LINES
Attorney for Petitidners
500 Second Street, N.W.
Albuquerque, New Mexico
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ROBERT W. RYAN, JR.. = )
Attorneys for Petitioners

Stroud & Smith

1407 Main Street; Suite 1300
Dallas, Texas 75202

R A T s /A 7
SAMUEL A. FRANCIS ' i
Attorney for Petitioners
400 7th Street, N.W.
Albuquerque, New Mexico

CERTIFICATE OF SERVICE

This is to certify that a true and correct copy of the
foregoing Petitioners' Requested Findings of Fact and Conclusions
of Law was maile, postage prepaid, this /?é’ day éf February,
1974, to George H. Hunker, Jr., attorney for Respondents, at
Hunker, Fedric & Higg.nbotham, Suite 210 Hinkle Building, Roswell,

New Mexico 88201

-10-



LAW OFFICES OF
HuNKER, FEDRIC & HIGGINBOTHAM, P.A.
210 HINKLE BUILDING

PCST OFFICE 80X 1837

GECRGE H. HUNKER, JR. RosweLL, NEwW MEXICo 88201 TELEPHONE 622-2700
DON M. FEDRIC AREA CODE 505
RONALD M. HIGGINBOTHAM

February 5, 1974

Mr. Bill Carr

General Counsel

New Mexico O.C.C.

State Land Office Building
Santa Fe, New Mexico 87501

Re: Cause No. 47406

District Court, Santa Fe County

Dear Bill:
Enclosed are the following:

1. Original and one copy of the letter to Judge Felter.
The copy is for you.

2. Original and one copy of Findings and Conclusions.
The copy is for you.

3. Original and one copy of Judgment. The copy is for
you.

Please sign the original Findings and deliver all origin-
als to Judge Felter on Thursday, the 7th. If you have any ques-
tions, give me a call.

Thank you for your assistance.

Yours very sincerely,
HUNKER, FEDRIC & HIGGINBOTHAM, P.A.

Fedric

* W %M 2O

encls.



LAW OFFICES OF

HuNkER, FEDRIC & HIGGINBOTHAM, P.A.
210 HINKLE BUILDING

POST OFFICE BOX 1837

GEORGE H. HUNKER, JR. ROSWELL New b%EXI(‘i) $201 TELEPHONE 622-2700
DON M. FEDRIC Feb ruary AREA CODE 505

RONALD M. HIGGINBOTHAM

Honorable Edwin L. Felter
District Judge

County of Santa Pe

P. O. Box 2268

Santa Fe, New Mexico 87501

Re: Michael P. Grace, et al
v. 0il Conservation Commission,
D.L. Hannifin, Joe Don Cook,
et al, Cause No. 47406,
District Court, Santa Fe County

Dear Judge Felter:

BEnclosed you will find the requested Pindings of Fact
and Conclusions of Law for the Respondents in the captioned
matter, alcong with the proposed Judgment for entry therein.

Rule 62 of the Rules of Civil Procedure for the Distriot
Courts of the State of New Mexico, with specific reference to
subsections (a) and (c), governs the situation where an appeal
is taken from a final judgment denying an injunction. Sub-~
section (a) of the Rule states that unless otherwise ordered
by the Court, a final judgment in an action for an injunction
shall not be stayed during the period of its entry and until
an appeal is taken or during the pendency of an appeal.
Subdivision (c) provides that the Court, in its discretion,
may suspend, modify, restore or grant an injunction AQuring
the pendency of the appeal upon such terms as to bond or
otherwise as it considers proper for the security of the
rights of the adverse party.

In connection with appeal, we submit, based upon the
evidence presented to the Court, that the granting of a stay
or ingunction during the pendency of an appeal would be con-
trary to the Court's basic findings upon the evidence present-~
ed. A supersedeas bond of $100,000.00 or more would not be
sufficient to mitigate the injury which could be done to the
Respondents, resulting from the ordinary passage of time which



Honorable Edwin L. Felter
Page 2

occurs on appeal. The use of the drilling rig would be lost,
and the acquisition of another rig suitably equiped with the
special safety precautions, supervision and controls presently
existing, would be most difficult to reacquire at a later date.
In any event, we faeél that the evidence overwhelmingly estab-
lished that irreparable injury will not ocecur to the Petition-
ers under even the worst of circumstances, which was the true
test in this litigation, and we believe it is perfectly clear
that the well will be drilled under utmost safety precautions.
Therefore, we strenuously oppose the granting of a stay or in-
junction during the pendency of any appeal which might be
filed, and respectfully request that the Court adopt such a
position in exercise of its discretion.

Due to the shortness of time in providing the Court with
the proposed Judgment, we have not submitted the same to oppos-
ing counsel for approval as to form, but rather, have provided
them with a copy, along with a request that they signify their
form approval or disapproval directly to you.

Thank you for your kind attention.

Yours very sincerely,

HUNRER, PFEDRIC & HIGGINBOTHAM, P.A.

Don M, Fedric

Bk # R D

encls,

bece: D.L. Hannifin
bece: Joe Don Cook
bece: William ¥, Carr, Esq.



IN THE DISTRICT COURT OF SANTA FE COUNTY

STATE OF NEW MEXICO

MICHAFL P. GRACE and
CORRINE GRACE,

Petitioners

vs. No, 47406
HEW MEXICO OIL CONSERVATIOHN
COMMISSION, D.L. RARNIFIN,
JOE DON COOK and CACTUSB
DRILLING COMPANY,

Respondents

Yl Sl st S P Nl N Yt Vsl i Y’ St P il St

RESPONDENTS' PREQUESTED FINDINGS OF FACT

AND CONCLUSIONS OF LAW

FINDINGS OF PACT

1. The Court has jurisdiction of the parties and subject
matter of this actiocn.

2. The Respondents, D.L. Hannifin and Joe Don Cook, are
tha lessees of recorxrd in and to the o0il and gas and other min-
erals underlying the SEk of Section 24, Township 22 South,
Range 26 East, EAddy County, New Mexico. The 8Wk of the said
Section 24 is under lease to orxr controlled by the Petiticners.

3. The Petitioner, Michael P. Grace, is the operater of
a gas well known as the Grace-Atlantic #1, located on the
leased premisss owned by Bespondents, D.L. Hannifin and Joe
pon Cook, and asald jas well, in accordance with New Mexico 0il
Conservation Commission Rules and Regulations, has been allocated
a 320 acre well spacing unit for production of gas from the
Morrow Formation at approximately 11,400 feet, which spacing

unit consists of the SEk of Section 24, under lease to sald



Respondents, and the 5Wk of said Section 24 under lease to or
controlled Ly the Petitioners.

4. The Grace-Atlantic Well 41, which is presently produc-
ing and selling gas from the Morrow Formation, is owned Fifty
Parcent (50%) by Petitioners and Fifty Percent (50%) by said
Respondents, subject to royalty intereats.

5. On or about December 28, 1373, the New Mexico 0il
Conservation Commission approved an application filed by the
sald Respondents, to operate and drill a well known as the
Merland #1, to a depth of approximately 4,550 feet on a 40 acre
spacing unit, located within and upon the lease owned by said
Respondents in the SEY of said Section 24, to teat the Delaware
Formation underlying said land for the production of oil.

€. The Merland §1 Well is located approximately 144 feet
Northeast of the Grace-Atlantic #1 gas well.

7. The Delaware Formation underlying the laase and land
of said Respondents in the Sty of said Bection 24 is solely
owned by said Respondents, and the Petitioners have no interest
therein.

€. On or about January 23, 1974, said Respondents initiated
drilling operations for the Merland #1 Well through Respondent
Cactus Drilling Company,

9. The drilling operations of Cactus Drilling Company in
drilling the Merland #1 Well are being conducted within the limits
of reasonable and adequate safety precautions sc as to aveid
damage or injury to the Grace-~Atlantic Well $1.

10. The Petitioners have failed to ghow the existence of
irreparable injury to the Grace~Atlantic §#l Well as the rssult
of drilling of the Merland #1 Well.



CONCLUSIONS OF LAW

1. This Court has jurisdiction over the parties and the
subject matter.

2. The application to drill the Merland 41 Well filed
by Respondents D.L. BEannifin and Joa Don Cook, was validly and
properly approved by the New Mexico 0il Conservation Commission.

3. The Merland 21 Well is being drilled with reasonable
and adequate safety precautions.

4. Irreparable injury to the Petitioners will not result
from the drilling of the Merland #l1 Well to the Delaware orma-

tion.

Respectfully submitted,

HUNRKER, FEDRIC & HIGGINBOTHAM, P.A.

By:

“"Don M, Fedric
P. O. Box 1837
Roswell, New Mexicc 28201

Attorneys for Respondeats,
D.L. Hannifin, Joe Don Cook
and Cactus Drilling Company

NEW MEXICO OIL CONSERVATIOR COMMISSION

By:

General Counsel

CERTIFICATION

1 hereby certify that a copy of the foregoing instrument
was nailsd to opposing counsel of record, postage prevaild, on

this 5th day of Pebruary, 1974.

Don ¥, Pedric



IN THE DISTRICY COURT OF SANTA FE COUNTY

STATE OF WEW MEXICO

MICHALL P. GRACEL anc
CORINHI: GRACE,

Petitioners

Vs,
Cauge MNo. 47,406
NEW MEXICD £IL CONSERVATION
COMMIESIONW, D. L. HANNIFIN,
JOE DO COOX and CACTUS
DRILLIKG COMFANY,

it Nt gt Ve Vet Vait? mt? vt Nt N’ st Nma® wms?

i

1y
Te

D G BENT

H

This czuse, having come before the Court for hearing
upon the Petitioners' Application for a Temporary Restraining
Ordex, and the parties, through counsel, having agreed that

said hearing coustituted a full hearing upon Application for
a Tempocrary Restraining COrder and Preliminarxry Injunction,
with all partizs having been present in person and with
counsel, tihe Court, after haviag neerd all the evidence
presented, and having made and filed herein its Findings of
Fact anc Ceonclusions of waw, finds thie issues in favor of the
rResponacnts and that the Petitioners' Application shoula be
denied.

IT I3, THERSFORL, ORDERED, HDJUDGLD AND DECRBELD by the
Court that the Applicaticn of tihe Petitioners for a Temporary
Restraining Order and Preliminary Injunction be, and the same

hereby iz, denied, with juagment hereby rendered for the

Respondents, with costs.



DONE at Santa Fe, New Mexico, this day of

February, 1974,

HONORABLE EDWIN L. FELTER,
District Judge

I hereby certify that
a copy of this instrument
was mailed to opposing
counsel of record, postage

prepaid, this 5th day of
February, 1374,

Don M. Fedric

Hunker, Fedric & Higginbotham, P.a.
P. O. bBox 1337

Roswell, New HMexico 885201



STATE OF NEW MEXICO COUNTY OF SANTA FE
IN THE DISTRICT COURT

MICHAEL P. GRACE, and

CORRINE GRACE,
Petitioners,

vS. No. 47406

NEW MEXICO OIL CONSERVATION

COMMISSION, D. L. HANNIFIN,

JOZ DON COOK, and CACTUS

DRILLING COMPANY,

Respondents.

THE COURT: The Court finds that the Plain:iff has
failed to prove, by a preponderance of evidence, that the
Merlin No., 1 cannot be drilled to the Delaware Formation within
limits of reasonable safety to the Grace Atlantic Well provided
that standard safety precautions are observed, such as the
Cactus Drilling Company is employing and has stated it will
enploy to the safety requirements as may be prescribed by the
0il Conservation Commission pursuant to its statutory authority.
Therefore, the application for a preliminary injunction will be

denied,

»My;&’
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STATE OF NEW MEXICO COUNTY OF SANTA FE
IN THE DISTRICT COURT

MICHAEL P. GRACE, and

CORRINE GRACE,
Petitioners,

Vs, No. 47406

NEW MEXICO OIL CONSERVATION

COMMISSION, D. L. HANNIFIN,

JOE DON COOK, and CACTUS

DRILLING COMPANY,

Respondents.

THE COURT: The Court finds that the Plaintiff has
failed to prove, by a preponderance of evidence, that the
Merlin No. 1 cannot be drilled to the Delaware Formation within
limits of reasonable safety to the Grace Atlantic Well provided
that standard safety precautions are observed, such as the
Cactus Drilling Company is employing and has stated it will
employ to the safety requirements as may be prescribed by the
0il Conservation Commission pursuant to its statutory authority.
Therefore, the application for a preliminary injunction will be

deniad.




DXAMINATION OF RICHARD L. STAMETS

S

. Will vou state your full name for the record, please?

N\

. By whom are you employsd and in what position?

.

How long have you been emploved by the 0il Conservation Commission?

X

Will you describe your duties with the 0il Commission (Examiner)?
]

byl
=
e
=
—

vou summarize your professional background

V{. Education

¥. Formal degrees

W~ Additional jobs and positions (OCC)

v Experience—LM WM.‘HW)

e. Previous experience testifying in court (OCC exvert

witness) }Jo Covr TAPERIEIE

¥ professional organizations

N

: Before you came to Santa Fe where were you stationed?

V4{ Doe

South Carlsbad Gas Pool?

the Art

0
o

sia district office have responsibility for the

VG(/VAre rou familiar with th

o

South Carlsbad Gas Pool?

hﬂ//ére you familiar with the Morrow Pool and the Delaware formation

in that area?
56{//%re you familiar with the case before the court?
A 0CcC PRocebured

TENDER A5 AN LXPERT IN GEOLOGYAOR PASS FOR VOIR DIRE AS TO

QUALIFPTICATIONS.



~

oS ®RO VoL - WMA 4 ﬁil/ ’uf C .
2 .
are A — 5 Voo Lol
fffir Are you familiar with what has been referred to as the "Morrow

Delaware Gas Reservoir" (original complaint - Page 3) by the

Petitioner herein? (Answer - no reason - no such thing)

* camimiax W BNOoe, PROCERDEES -

R~ Tl | 9/ — L

\».a
"f;. Are you familiar with the Grace-Atlantic No. 1 Well?

‘_}3( In what formation is it completed?

[

¥4, What depth?
tﬂ!f/’Are vou familiar with the Merland No. 1 Well?

V. What formation is it projected to?
\z/ What depth?

h?gf/‘Briefly describe the characteristics of the Morrow formation?

y/f/. Degcribe the characteristics of the Delaware formation (sources

of information - widespread - small pockets -)73 ..
Q. \kn~ Aoxd W tf~d~ﬁu0b ;%/ e lowsara ‘§n4u¢£un~ . a
Ot a0 ?5231 0 Lomwiorn OtetNbdeca,
. ased on wnhnat you have told us about the Delaware formation,

what in your opinion would be the consequences of moving a
well 600 or 1320 feet (could make the difference between hitting

the productive area and a dry hole)?

\5(. Mr. Stamets, pursuant to my request, have you reviewed the
well files of the Commission of all the offsetting wells to
the CGrace-Atlantic No. 1.
Vét Hews g PV VTP
\é&. Would vyou define - what vou mean by an offsetting well?
]

y?gi Aow close are these wells to the Grace-aAtlantic No. 1?

e et diachons



Wewre
4, Dédrall these wells drillejto the Delaware formation or deeper?

Did you review the logs filed with the Commission of these wells?

\26{//In reviewing these logs, did vou find &% shows in aay of these
~Z

offsetting wells in the Delaware formation?
'5;. Have you examined the log of the CGrace-Atlantic No. 1 Well?

‘58. Did it show production in the Delaware formation?
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‘széECT DXAMINATION OF DANIEL S. NUTTER

. /Will you state your full name for the record, please?
2. VBy whom are you employed and in what position?

3.VHOW long have you been so employed?

V Will you summarize your professional background?

Ya. Education
T T T ———
vhb. Formal degrees l ::
¥. Special training —_
By )

uhdﬂ 100 WoRLED 6N A DRiwing
\é. Additional jobs and positions (IOCC) % Mieo . -

e. Experience — BEyAMINEYZ.

—_ Y2ZotgOorRs ot Ol
Kuwes N R O ELATE To ol TS + FiEeS

*
— f. Previous court experience (expert witness ~ court and OCC)

— | Rea$TRETIoN

e

g. Professional ewms(z.'g’])

5. Are you familiar with the South Carlsbad Gas Pool?

6. Are you familiar with the Delaware and Morrow formations in this

general area?

7. Are you familiar with the case pending before the court?

MDD  eroPERATG PROEDIRES .
TENDER AS EXPZRT IN PETROLEUM ENGINEERING,OR PASS FOR VOIR DIRE

AS TO QUALIFICATIONS.
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o, WEERE  DoES T &R

%dﬂuﬁﬁb«:?
Modand® | awetl? |

Q n\i ‘W\L)AIMM -

EASTINAL WWMPHTOe &, .

10.

11.

How closely have you stayed in contact with th@we drilling this

well during the last few days?

Mr. Nutter, you have heard testimony here today in which it has

peen alleged that there will be catastrophic consequences the

present Merland No. 1 Well is pexrmitted to Jcontinue drilling.
Would you state in your opinion what are the potential classes
L

of danger that can occur from the drilling of a well by virtue
A ]

of its Eroximitz Lo another well which is producing volumes of

0il or gas (two classes - surface danger - and the subsurface
o $ $ 2090909090 SRR Ry

danger)?




13.

14.

You have indicated thadanger could occur to a producing

well by virtue of its proximity to another well. What do- you

mean by this? (Answer 1. The drilling rig on the drilling well

could collapse onto the surface equipment of the producing well
b ]

Or 2. there could be a blowout and a resulting fire)?
]

s

Mr. Nutter, what are the chances of the drilling rig collapsing

]

onto the Grac%—Atlantic Well in thishparticular case?
{Morawr o Ria) auvie

Mr. Nutter, how likely are the prospects of a blowout occurring

in this particular situation {(answer - remote at best - blowout

preventers -

o Ava  Awaveg o& _
You baan-haes&-testimuuj erw==ewe the blowout that occurred in

the drilling of the Grace-Atlantic in the Delaware, formation.

Do you believe that—this—is—evidonee that, ¥ is likely to blowout

when they reach the Delaware formation , ietiedladl it diommdeediet 1

(answer: the high pressure in the Delaware was unexpected when

the Grace-Atlantic was being drilled -~ it will be no surprise

in the Merland No. 1 and they are prepared for it. So the fact
D

that there was a blowout in the Grace-Atlantic probably reduces
]

the chances there will be a blowout in the drilling of the
S s e

ommp——

Merland No. 1) °

| L.

\7,




L.

17.

My. Nutter, you indicated that there could be damage

by a drilling of a well near to a producing well. Could you
explain what you meant by that (answer: bore of drilling well
deviatinﬁ from vertical and encountering bore of producing well

or 2.

Mr. Nutter, what do you believe the chances are of the Merland
No. 1 Well deviating from the vertical and encountering the
bore of the producing well (none ~ deviation survey test -

TOTCO conducted during the drilling of Grace-Atlantic indicated

that bore of well had deviated from vertical a total of 75.52

feet at depth of 4490 feet. The anticipated depth of the

‘Merland No. 1 Well if vertical would not intercept the Grace-~

Atlantic - Merland No. Well constantlz controlled bz deviation

-eguipment under superv151on OI Eastman Whlpstock Inc.,
R |
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F

from the verticél,

{n? (Deviation function of ormation equals deviation

diﬁiction.

Mr. Nutter, supposing the erland No.1Well tended to\deviate

what didection do you think it woul deviate

in same

\, <E~A?ma9 - :‘uu&'\am_) oF
\ \

— 23.

for the drilling of a well of this nature?, . ) ‘ e
Q “Telon o Complooly OsHA — what kaﬁﬂég )

Does Cactus Drilling ComBany, who is working on the Merland

No. 1 Well differ from Cactus Drilling CorEoration which is

¢ named in the complaint herein?

20. Mr. Nutter, in your role as Chief Petroleum Engineer for the
New Mexico 0il Conservation Commission, do you come in contact
with drilling companies?

21. Are you familiar with Cactus Drilling Co.?

——

22,

In your opinion are they a safe competent satisfactory operator
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zd.

Mr. Nutter in your role of Chief Petroleum Engineerhhave you -

had to come familiar with the general statutes under which the

25.

26.

Are you familiar with the jurisdiction of the 0il Cormission in

the area of fire prevention?

—
‘Is this concurrent jurisdiction with the New Mexico State Fire
Inspector for the National Fire Protective Association Code

(nro - exglusive jurisdiction in oil field operations or in
P
W

$ .
‘Q\\ . . o 7
New México Oil Conservation Commission) Q. Ldes o “‘é‘- weld ! -
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TO:

e e oy L e N .

Bw \‘/est Drilling Co*wmany

1714 CORPDMIRCE BUILDING
FORT WORTH. TEXAS 76102

| : March 22, 1973 ‘ 7 -
| | 55-R£caivaﬁ

i
¢
i
i

MICHAEL P. GRACE . R ,
CORINNE GRACE | : AFF’Z 1973

. POST OFFICE BOX 1418 : : .
TARLSBAD, HEW MEXICO 88220 : . 0.c.0.

ARTESIA, OFFICE

- WELL NAME AND LOCATION: Grace Atlantic vell No. 1,
Date e Ch .o .. 1980 FSL 1980' FEL,

Sec. 24, T-22-5, R-26-E, - :'f'f‘””‘fii”jf - ,E,’jpia;;.n
Eddy County, MNew Mexico 7 : : .

ASTMAN DEVIATIOM RECORD

Date Degree of
1973 Denth " Deviation
1-28 2607 : 1/2
1-29 375" o 3/h
1-30 6601 : 3/4
1-31 1,370" i
2~1 1,860 1 1/4
2-2 2,300 1
2,690" 1
2-3 3,095 1 1/4
2=k Lot 3,550 R B .
2-5 TN T VTR sAL A mT 4 125° o
2-9 . . 490" i 1 -
T2-13 5,3386! . : G '
2-16 5,8711 o7 1 1/h
2-17 6,368’ ) IR B 2
2-19 6,850" - .12
2-20 7,340° : : 3/4
2-21 7,800" : 11/2
2-22 8,290" 1 1/2
2-23 8,520 11/2
2-24 9,010’ 11/2
2-25 9,510" 1 1/2
2-27 9,980" 1 1/2
2-28 10,450" 2 :
3-1 10,650 11/2
3-4 11,165 11/2
11,260 1 3/4
3-6 11, 470¢ 11/2
3-10 11,770 1 3/4

Continued
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Grace Atﬂantic Well No. 1, Eastman Deviation Record,; Page 2

_% . ,
l ] hereby certify that | have pe.sonal know]edgéAof the data and
facts p]aped on tHls form, and that SLcH'xnformatiow-given above 1s true

and c0ﬂpl te.

- . | ‘\JL,C: %ﬁ/ //”//C

JOHV E. WILSHER Toolpusher
2 ifv?»”u!;::; N LﬁiG WEST DR!LL!NG COHPANY
A S _.._/_.7::_ D T o D £ :} ce g PR

Operator Affidavit:

Before me, the undersigned authority, on this day personally
appeared ;§4lckﬂjgk P Yraen , known . to me to be
the person whose name is subscribed hereto, who, after being duly swora,
on oath states that he is the Oparator of the well identified in this
instrumsnt, and that such well was not intentionally deviated from the .
vertical whatsoever.

i ;\ Cf\(?LLm/\ §:Z§(3(32, O

Signature of Affiant

Title %/ Arfnant

Sworn and Subscribed to before me, this ;;Z”L4JZ, day of

| \,\‘(’%47: /.'ﬁ_/ - 1973. - m
| d L ' _ ' // db@QQ/Q//’\ \NKQ”CQL///
' A ' : totaE? Public in and for 7 :
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STATE OF NEW MEXICO COUNTY OF SANTA FE
IN THE DISTRICT COURT

MICHAEL P. GRACE, and B J
CORRINE GRACE, :

)50
Petitioners,

vs. No. 47406
NEW MEXICO OIL CONSERVATION
COMMISSION, D.L. HANMNIFIN,
JOE DON COOK, and CACTUS
DRILLING COMPANY,

Respondents.

SUPPLEMENTAL PETITION

COME NOW the Petitioners bv their attornevs of
record and supplement their original Petition filed herein
on Januarv 25, ' +74, by further requesting of the Court that
an Order bhe ente: | restraining and enjoining Respondonts D.L.
Hanni: .n, Joe Do ‘cok, aind Jactus [rilling Company from
attempting to fracture the Merland I Well and as grounds
therefor stat.¢ rhat anv said fracturing such a short distance
of 110 feet from - 2 existing well, can reasonably he expected
to damage the casinog of the existing Grace-Atlantic Well or
could o .11 dam.. e to the formation which would either partially
or completely destroy the Grace-Atlantic Well.

In the alternative, Petitioners would ask that the
Court reqguire Respondents to post a bond in an arount sufficient
to hold harmless Petitioners for an. and all losses thev might
sustain in the ovent of damage or destruction to the Grace
Atlantic Well, and for -uch other relief as the Court may deem
proper.

Respectfully submitted,

I wemaly coerwio ot C\v)ﬂzi"j'w' A

copy o aa FARRELL L. LINES

deliver. | to TR = o= Attorney for Petitioners

oyposin»Ezfnygl +ii o ,3#4 500 Second Street, N.W.
L4

day of P ot oy 7-5., Albuquerque, New Mexico

SAMUEL A. FRANCIS

'LLEG l B LE Attorney for Petitioners
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;¢ COMMISSION, D. L. HANNIFIN,
! JOE DON COOX, and CACTUS

IN THE DISTRICT COURT OF SANTA FE COUNTY
STATE OF NEW MEXICO
MICHAEL P. GRACE, II and
: CORINNE GRACE,
Petitilioners

i Vs, No. 47406

; NEW MEXICO OIL CONSERVATION

: DRILLING COMPANY,

Nt Nt Nt et Mt et e Nt N s el Nt o

Respondants

1 MEMORALNDUM BRIEF

This Memorandum Brief is submitted by the Respondents,

éD. L. Hannifin and Joe Don Cook, at the request of thz Court,

' for authority on the following question:

Is the Petitioner entitled to examine the Respondents as to
their financial net worth in an injunctive relief proceeding?
Counsel for the said Respondents were incorrect in stating

'in open court that New Mexico authority exists on this specific

. gquestion. The authority which Respondents' counsel had in mind

“ relates to the taking of depositions and discovery wherein a

. defendant cannot ordinarily bes examined upon his ability to pay

~a judgment which has not as yvet been rendered. The test involved
juag

is relevancy, and although the test may be analogous <o the

< subject question, there appear to be no New Mexico cases exactly

on point.

In searching other jurisdictions, a general rule may be said

fto exist to the effect that insolvency of the person against

cwhom injunctive relief is sought is not of itself a sufficient

‘‘reason for granting such relief, and the suggestion o insolvency
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unless there is some other equitable ground

i

is not sufficien
for imposition of the injunctive relief. 42 AM Jur 24

Sec. 53, p. 795; Kellogg v. King, 46 P, 166 (Cal.); Marx v.

Watson, 67 S.W. 391 (Mo.); Dills v. Doebler, 26 A. 398 (Conn.);

60 ALR 2d 337, Sec. 7.

However, the solvency or insclvency of a Defendant may be
a consideration in determining whether the Plaintiff has an
adequate remedy at law so as to preclude the granting of an
injunction in his favor, but it is only in cases where the
injury may be adequately estimated and compensated in money that

it becomes material to inguire whether the Defendant is able to

Ga i A Ve A D Mk R

P

respond to a judgment at law for damages. 42 AM. Jur 2d, Sec. 53,°

p. 796.

It has been held that where damages at law are capable of
fully compensating for the injury, the remedy at law is not to
be deemed inadequate merely because the Defendant apprears to be

insolvent. Bersch v. Rust, 95 A. 108.

Respondents conclude from the authorities, that solvency oxr
insolvency may be material for examinatiocn purposes only where

damages at law cannot compensate for the injury, and only when

the injury may be adequately estimated and the needed compensationi

determined.
In this case, the injury to the Petitioners, if any such
possibility exists, has been shown to be purely speculative, and

necessary compansation to cover injury is equally gquestionable.

;- A non-licensed petroleum consultant, with limited Eddy County,

New Mexico experience has testified for the Petitiqners that he
has estimated the value of the Grace-Atlantic #1 Well to be
approximately 8.5 million dollars. He did not do a reservoir
survey, area well comparative analysis, definitive engineering

study or formation analysis. In fact, he did not testify to a

Bttt
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i that such a value estimate

destroyed.

We submit, that at least in this stage in the proceedings,

material.

4
&
1

basis for the figures he used in his computations, except to

rely upon past production and present pressures. We suggest
Y

is insufficient to constitute an

adequate estimation in determining compensation, should the

improbable occur and the Grace-Atlantic Well be totally and fully

sufficient evidence doss not exist to show probable irreparable
injury to the Petitioners, or the value of injury, if any, so as

to make inguiry into the financial worth of the Respondents

Respectively Submitted

HUNKER, FEDRIC & HIGGINBOTHAM

by

DON M. FEDRI
Attorneys for Respondents,
D. L. Hannifin and Jce Don Cook
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NEW MEXICO
OIL CONSERVATION COMMISSION

FIELD TRIP REPORT

DATE 1-28-74 7ﬂ5”*i

n

Name of Employee Gressett & Mermis

Time of DEParture 9:10 A. M. Time of Return 11:30 A. M.

Miles Travelled 78

In the space below please indicate purpose of trip and duties rexformed,
listing wells or leases visited.

Field Inspection:

D. L. Hannifin & Joe Don Cook Merland #1, 2004' FSL & 1870' FEL
Sec. 24-22-26 Wildcat Delaware test. They were TD 400' 3-5/8"-
396-250 sacks Class C 2% CC circulated to surface. The rig is
still over the hole: however, the derrick was laid down and the
mud pump, light plant and water tank had been moved to_ the other
side of the location. They were il the process of nippling up
when they got orders to shut down. The blowout preventers are
Shaffer 10" Series 900 hydrualic and manual operated, not com-
pletely hooked up yet. The derrick is 96' high on about a 10°
substructure.

This well is 141' + from Grace Atlantic, (I didn't get uader the
substructure to measure.) The mud pump and light plant were about
90' from Grace Well and the water tank was some closer, and then

- the road.

The crew was there working out around the mud pump and wa met the
pusher Mr. J. E. Prichard on the way out.

/61/ ij/aﬁ%ﬁﬂzzdifé

Employee's Signature
District #1I

AM,
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IN THE DISTRICT COURT OF SANTA FE COUNTY

STATE OF NEW MEXICO

MICHAEL P. GRACE, II and
CORRINE GRACE,

Petitioners

VS. No. 47406
NEW MEXICO OIL CONSERVATION
COMMISSION, D.L. HANNIFIN,
JOE DON COOK, and CACTUS
DRILLING COMPANY,

Reﬁpond Iy 5*)

e

APPL ICATION FOR PRELIMINARY .

INJUNCTION AGAINST D.L. HANNIFIN,

JOE Di'N COOK, and CACTUS DRILLING ‘
\C@ COMPANY

o/

LOME THE APPLICANTS MICHAEL P. GRACE, II and Corrine Grace
bv their attorneys and apply to the Court for a Preliminary Injunc-

tion rebtxalnlna and enwo'nlng D.L. Hannifin, Joe Don Cook, and

s AT o

sl 2

Cactus Dri'i . :.g Com,any from further drllllng the proposed Merland
oI Well and vrderinj sald partles to remove the drllllnq rlq and
3 e s SRRSO O

all the drilling equipment from the Grace-Atlantic Well‘pad and as
s crerms =,

grounds therefor states as follows:
1. The Court is referred to the Petition filed herein on

January 25 with affidavits attached, which pleadings are herein

incorporated by referepcel and show the Court that said Petition

outlined to the Court that the Merland I Well is be ng drllled 110

feet from the hlgh ;ressure Grace Atlantlc Gas Well.

2. That there are hlgh preeeurewllnes, tanks,»and heater

treaters on the Grace-Atlantic Well ﬁadbin the immediate area of

the well head,

3. That the drilling equipment and rig being. used to drill

the Merland I Well have been placed on the Grace~Atlantic Well p3d




in such close prox1m1ty that there is danger of 1mmed1ate and

e S o S e

irreparable damage to the Grace-Atlantic Well and any personnel

i

in the area should any of the drilling equipment come in contact
with said well or should there be an accident involving the
drilling equipment or its personnel.

4, That the Merland I Well 1s contemplated to be drilled
to the Deleware Formation.

5. That the Grace-Atlantic Well, some 110 feet away

experienced, during drllllngéa gas blow—out Jn the Deleware
Formation which took three days to controlE

6. That there is a good probablllt” thaf fbe Merland I

J T T s 1 g TR R s i

Well will dlSO blow out in the Delpware Formatlor and such a

L NP S

blow-out occurring virtually on top of another wel!l and its
equipment would almost certainly cause tire and explosion which

could destroy the Grace-Atlantic Well and tnhe entire Morrow

PR S B o . - . o - e EET 4z

Reservoir and would certainly imperil the lives of any persornel
‘in the area.

7. That the Grace-Atlantic Well nas an estimated worth
in excess of eight million dollars.

8. That Applicants would refer the Court to the additional
affidavits attached hereto as Exhibits A, B, C, D & E which further
show the Court the extreme danger involved herein.

9. That this Court has set a hearing for January 31,
at 2:00 o'clock p.m. on the matter of permanent injunction against
the respondents herein.

10. That because of the imminent danger of irreparable
harm to an existing gas well, gas reservoir, and all personnel in
the area this Court should issue a Preliminary Injunction enjoining
D.L. hannifin, Joe Don Cook, and the Cactus Drilling Company from

further drilling of the Merland I Well until this Court has had

opportunity to conduct an evidentiary hearing in the matter of



Permanent Injunction.

11. That Gecrge Hunker and Don M. Fedric who have entered
an appearance in open court as attorneys for D.L. Hannifin, Joe Don
Cook, and Cactus Drilling Company have been given oral notice by
Applicants that Applicants intend to apply to the Court Zor this
Preliminary Injunction at 1:00 o'clock p.m. on January 293, 1974.

12. That Applicants have already posted with the Court
a bond in the amount of $3,000.00, and that the Court should require

no further bond in connection with this Preliminary Injunction.

FARRELL L. LINES
Attorney for Petitiocners
500 Second Street, N.W.
Slhugueraue, MNMew MieXico

SAMUEL A. FRANCIS
Attorney for Pe*itioners
400 7th Street, N.W.
Albugquerque, New Mexico



AFFIDAVIT

STATE OF NEW MEXICO
SS.

L

COUNTY OF BERNALILLO

COMES NOW JAMES C. JOHNSON, HAVING BEEN first duly sworn and
deposes and states as follows:

1, That I am a petroleum engineer and have worked in the
0il and gas fields for approximately seventeen years.

2. That during this period of time I have directly or
indirectly supervised the drilling of over‘200 gas and oil wells.

3. That from my experience as an engineer there is a

i S AN GRE

good probablllty that since the GraCe Atlantlc Well ‘blew out. 1n

tbe Dpleware Lormat\Jx, that the proposed Merland 1 Well will also

e i Sty "

blow ln the Deleware formdtlon.

SN - N

4. That I have been to the Grace Atlantic Well site and
am aware of the high pressure pipes, the tanks, and heater treaters
on the well pad.

5. That in my professional opinion if the well should

blow out there is a high probability of fire and explosion which

could extend to the surface area of the Grace Atlantic Well which

would cause irreparable damage to the well and to the Morr

s e e R

voir.,

o~

6. That ~uch a fire or explosion would certainly jeopar-
dize the lives of all personnel in the area,

7. That due to the high pressure and the high volume of
the Grace Atlantic Well, an explosion in the area could cause

phenomenal damage covering a much larger area than might be

normally expected from a single bhlow-cui,



8. That I have studied the present capacity of the Grace
Atlantic Well, and have concluded that it has a net worth of

somewhere in excess of eight million dollars.

AR ) o g
FeEhpmia g

2 T it DY

Z

JAMES P. JOHNSON~

) ) LA
SUBSCRIBED AND SWORN TO before me this % day of

Januarv, 1974, by ‘lz”],;u'ug L/
7

I

T ,/' N
Jddewan’ :

o/
Sy
k424gtg, Lk- L7(;¢4“¢/““
NOTARY PUBLIC

My conmission expires:

Exhibit A



STATE OF N¥W MEXICO
EDDY COUNTY

ANFIDAVIT

The undersisned heins Superintendent for Bi~ West Drilline Comoany

being first dvlv sworm, deposes and says that on Febrmarv 6, 1973

while drilling the Grace Atlantic #lAwell, located in Section 2,

T22S, H26F, Fddy County, Wew Mexioo,\; encountered a blow out of

three dayvs duration at a depth of JUJi90'. Thanks to Biz West pérsornel

and management the fire which could have been expected any momont ¢id not
bresk out and the well was put back into conirol and further drillin~
recommenced on February 10, 1973. This w21l was Dlowing gas and T

wonld consider this a sas blow-out in the Deleware zone

p—

I am aware there is now a well beines drilled in this same immediate area
which is closer than 150' to the above well which I consider a very
hazardous condition ay some of the major Qil companies I have dr lled
for require that we must be a minimum of iSO' from butare tanks or

hirh pressure gas 1ines£>>

In rny experience in drillins in this area I would recormmend that a
hydrill be used in addition to regular blow out preventor for blow

out protection.

s 4

3. B WILSEFR, SUPTRTNTTIDINY
/ BIG WRST DRILIING COMPANY

-

Subscribed and sworn to before me this 28th Jenmary, 1974

’ —
%

7
_ /J,,:/;;/ /,//Ju/f:,/,/r\ .\?*;5.;' LA
e Notary Public

My commission expites Sept. 10, 1975.



STATE OF NTW MEXTCO
COUNTY OF FEDDY

AFTIDAVIT

The undersisned beins Vice-Pregident of Bunlave, Tnc. of Midland. Texas

beins first d»ly sworr, deposes and savs that on Fohrnary 6, 1073

T was called to the Grace-*tlantic #1 in Section 2, T22S, R2AR, Tdady

Covnty, New Mexico. Upo» arrival I found tris well was hlowirn~ s~as

from a denth of LL90' which T wonld consider the Dealeware zone.

| —

We manased to keep this well under control even in this high pressure

sas field, with{10.4 PPG mud.

I have had quite a bit of experience in this ares and I would consider
it an extremely high pressure zone and I have worked on wells in this
area of we have not been as fortunate in getting under control as we

£

were on this one which was approximd%ély 2100 psi at this shallow depth.

I also consider it highly dangerous to have another rig drilling this
close to any well in thig area.

-
i~ N
™ — )
O 3'\"'&"')\““““" 7 N e

Joe Hendedson

Subscribed and sworn to before me this 28th January, 197L

Nrea

ﬁ;‘ - ,//‘
!qu 4&@425;;_i?5m3cv
;' Ve Y adle

My comm. expires Sept. 10. 1975
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AFFIDAVIT

STATE OF NEW MEXICO )
) ss.
COUNTY OF BERNALILLO )

COMES NOW FARRELL L. LINES, ONE OF THE attorneys for the
petitioners herein, having been first duly sworn and deposes and

states as follows:

1. That I have been in communication with the Occupational

Safety and Health Administration of the U.S. Department of Labor.
2. That at my request they have sent to me copies of citations

which have been issued by them against the Cactus Drilling Corpora-
2

ion, who is one of the respondants herein.
3. That this information is important to the Court in
concluding whether or not immediate danger exists in the drilling

of a gas well within 110 feet of a producing high pressure well.

Vo,

< /

A .

:: L7 // /)"
g 7. L ped
.41./’»’/ 7 i

FARRELL L. LINES

SUBSCRIBED AND SWORN TO before me this -~ ‘A day cf

v o4k ,/" € ’ 19 /,/'/(l/ 17 bY A Tl ’\

%

!

S D LTA /\ L
NOTARY PUBLIC

\

.
A

)

My commission expires:

NI )T

Ephld A £
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N U.S. DEPARTMENT OF LABOR VT
w.-cupational Soiety ond Health Administration

.
P 4

Jooq AZLl Paderz) Building
120 5 Tec;s.Avenua .
L bb Te.cas 79401 CSHO NO. OSHA-1 NO.
K-8347 1
AREA REGION
OsHA-2C - 4140 6
TQ: CACTUS DRILLING CORPORATION Date Iuiw‘zaJ 1972

P.0. Box 32
- Midland, Texas 79701 ' _ -
ATTN: Mr. L.A. Rogers, Vice-President of Drilling

Subject: Citation for Alleged Occupational Safety and Health Violation(s)

An inspection of a workplace under ycur operation, ownership, or control has revealed conditions
_ which we believe do not comply with the provisions of the Gccupational Safety and Health Act of 1970,
29 U.S.C. 651. The nature of such alleged violation(s) is described in the enclosed citation with
references to applicable standards, rules, regulations, and provisions of the said Act. These condi-
tions must be corrected on or before the date shown to the right of each violation therein.

The Act requires that a copy of the .enclosed citation(s) be prominently posted ‘‘in a conspicuous
place upon receipt’’ at or near each place a violation referred to in the citation occurred. Itmust
remain posted until all violations cited therein are corrected, or for 3 working days, whichever
period is longer. A sufficient number of copxes of the attac hed citation(s) snould be prepared to
permit posting in accordance with the requirements of the Act.

If you contest the citation you may post a notice to this effect near the citation contested. The
Act contains penalties for violation of the posting requirements.

You will soon be notified by certified mail whether or not a proposed penalty will be assessed as
a result of the cited violation(s). You have the right to contest the citation(s), the proposed pen-
alties, or both, before the Occupational Safety and Health Review Commission. The Review Commission
is an 1ndependent quasi-judicial agency with authority to issue decisions regarding citations and
proposed penalties. If you do contest, you must so notify the Area Dlrector w1tH1n 15 working days
after receipt of the certified mail notice regarding proposed penalties. If you fail to contest
within the 15 vorking day period, the citation and the proposed assessment of penalties shall be
deemed to be a flnal order not subject to review by any court or agency.

An employee or representative of employees may flle.a notice to contest the time stated in the ci-
tation for the abatement of the alleged violation(s). ’

Alleged violations that are not contested shall be corrected within the abatement period speci-
fied in the citation. [ailure to correct an alleged v1olat10n within the abatement period may result
.in a further proposed assessment of penalties.

As to alleged violations with an abatement perlod of 30 days or less, you are directed to prompt E}
advise the Area Director as to the specific corrective action on each such violation and the date of
such action.

Alleged violations having a longer abatement period will require a progress report at the end of
each 30- day period. The progress report should detail what has been done, what remains to be done,
and the time needed to fully abate each such violation. Vhen the alleged violation is fully abated,
the Area Director shall be so advised. . : : o

A followup inspection may be made for the purpose of ascertaining that you have posted the cita-
tions as required by the Act and corrected the alleged violations as you have reported. The Act pro-
vides that wHoever knowirgly gives false 1nformat10n is suhject to a fine up to 510,000, imprison-
ment up to 6 months, or both. e

"

¥
If you wish additional information, you may direct such request to the undersigned at the address
listed above. :
A copy of all pages of
this citation sent to:
Cactus Drilling Covporation

P.O. Box 221 U. S. Department of Labor ’ .

Dallas, Texas 75221 : . e /f (//

ATTN: Mr. F.M. Late, President By Area Director FEL7 ctloz vpmmer, :
‘ ROEBERT B. SI:MMONS -
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T U.S. DEPARTHENT ©F LABOR T
) ! i Admipistralion 4
Bocm 421 Federsl Duilding
1205 Tadxes avenug C540 NO. GHHA-T NO.
Tauvoosk, Texas 7940%
K-8347 1
AREA [2Ars 1032
. - el t bk
CtlAHOt‘\ 4140 6
Cization Number 1 Page 1 of 6 Date Issued July 28, 1972
EMPLOYER . CACTUS DRILLING CORPORATION i
(Street U.S. Highway 80 VWest : ) ’
ADDRESS  ( P.O. Box 32 ) .
(City Midland State Teyag Zip 29701

An inspection of a workplace under your ownership, operation, or control located 2t & _miles wast of Cweand Falls,

Texas and inspected on July 12,1972 from 10:30 AM unti] £:30 P

and described as follows
Engaged in drilling for cas_znd oil Rig No, 22

has been conducted. On the basis of the inspection it is alleged that yvo

u have violated the Occupational Szfety and Health
Ace of 1970, 29 U.S.C. 651, in the following respects:

. —
Item Standacd or regulation D o ¢ allexed violaci ‘D':'-':L oa which

. escris a I violac PR

number allegedly violated escription of alleged vislation alleged violation

musi be corrected

1 29 CFR 1910.23(e)(1)(i) The following open sided floors or
platforms were not equipped with stan
dard railings and toeboards on the
open sides:

a. The rig floor did not have a toe-
board on three sides: north,east,
and south sides;

b. Cuardrail broken batween V door
and northeast corner;

{c. Cuardrail broken and not in holes
provided to support guardrail
(tied together with softline) on
north side of flioor by draw works)

d. 2'.wide opening on north side ofl
motor floor.

September 5, 1972

2 29 CFR 1910.23(aX(1)(iii) Stairs less than 44 inches wide lo~

: cated in the following places were
not equipped with standard stair
railings:
a. stairs located by VvV door only one
handrail (20 steps)

September 5, 1972

(CONTINUED)
_ —
Aréa Director’s Signature Lv/J“LL/\I» PR F ey

ROBERT B. SIMMONS

The issuance of a citacion does not constitute a f"lk.l. o that

s 2 failure to
contest as p vided for in the Act or, if contested, unless the citation is a urmcd by thc_Occc.pu.mo“a S;-fe:y and Health Review
Commission.
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RIGHTS OF EMPLOYELES
Any employee or represeatative of employees whe believes that any period of time fixed in this clration for the correction of
@ violatien (s unrezsonuble has the right to contest such time for correction by filing a2 notice with the U.S. D& p:x—tmenc of Labor
zt the address shown above within 15 working days of the receipt by the employer of notice of proposed penalty or notice that no
penaley is being proposed.
l(

No person shall discharge or in any manncer discriminate against any employee because such emplovee has {iled 2ay com-
plai.‘t or instituced or causwed o be insawured any procccf‘mv ander ot AU’:cH to this Act or has testiiied or is ;;bom to teseify
in such procceding or because of the exercise by such employce on behal

f of himself ar others of any righ: afforded by this
Act.” Scc. 11 (c)(i)of the Cecupaiicanl Safery and Health Acc of 1970, 29 1.8

The law requires that a copy of the enclosed citacion(s)
each place a viokution refenied to in the citation occured.”’
szcted, of for 3 warkiag doys, whichever period 15 longer.

‘shall be prominently posted’ in o coaspicucus place “at or:
[t must remain posted until ¢l violatioas cited th

Iea by ofars cralion are those which are not serious violations within e
medinte telarinashin to aocunaricnal sufety and healdh

RS eAe) NER




. : R V.5, DEPARTHMENT OF-LAR T

cupaticnsi Sefety ond Health Administcatisn

Roc= 421 Faderal Dullding
205 Texas Avenue ' ST S
Lubbock, Texas F9401
K-B347 1
AREA 2EGION
CITATION* 100 ]
Cication Number L Page 2 of 6 Datc Issued July 28, 1972
EMPLOYER CACTUS DRILLING CORPORATION
(S'.TCCC U. S. }1) Ohgaav 80 ‘eqt
ADDRESS ( P.0. Box 32 ) |
(City: Midiand A State Taxng , Zis 79701

An inspection of a workplace under your ownership, operation, or control located at & _miles vwagt of Grand ¥Fal ls,

Tevas anpd inspected on July 12,1972 from 10:30 AM until 4:30 P.M,

and described as follows

Engoged in driliing for cas and ojil Rig No, 22

has been conducted. On the basis of the inspection it is alleged that you have violated the Occupartional Safery and Hezlth
Act of 1970, 29 U.S.C. 651, in the following respects:

ftem Standard or regulation ’ L X ) . Date on which
. . Description of alleged violation alicged violation
number allegedly violated st be corcaceod
Item 2 b. stairs located by V-door no hand-  September 5, 1972
Cont'd rails (5 steps); ’

c. stairs north side of motor floor
only one handrail(10' high stairs])

. d. stairs east side of mud pit no
handrails (6 steps);

e. stairs east side of mud pit no
handrails (6 SLEPS)

f. stairs south side of mud p1t no
handrails (8 steps);

g. stairs west side of mud pit no hand-
rails (4 steps).

3 29 CFR 1910.24(b) ] Stairs had not been provided for ae- September 5., 1972

cess from the following locations:
a. Door on north side of Mud House,
unstable woodan ballets were
being used;

b. Water Tank to supply radlator
water. A soap barrel was being
used on north side of tank to
gain access to gauge and hose;

(CONTINUED) p —
Aréa Director’s Signature ;’/{;ZJ;‘?’CL_/,WW,QL

ROBERT B. SIMMONS

fhc tssvance of a citation does not ceastituie a fiading rhat a violation of the Act has occurred ualess there 1s a fail w
conrese us provided for in the Act or, if contested, unless :hc citation is aflirmed by the Oa cupacional Safety and Healdh I eview
Comm:ssion.

RIGHTS OF EMPLOYEE
Any employce or representative of employees who believes that any peried of time fixed in this citating for the correction of
violution is unreasonable has che cight to contest such time for correction by filing 2 notice wi

th the U.S. Deparument of Labor
t the address shown above within 13 working days of the receipt by the employer of notice of proposed penaliy ¢r notice chat no
waalty is heing proposcd.

Y*No person shall discharge or 1 any manner discriminate agams: any C"‘} sloyee because such employee has filed any con
slaint or iastituted or causcd to be instituted any g m\cccmb under or related to this Acc or has testificd or Is ahott to testity
n such p.oL(Ldiq" or hecause of the exercise by such e iployee on behall of biinself or others of any righe afforded by tiis

fce.” Sec. 11 (¢)(1) of the Gecupational Safety and Health Act of 1970, 29 [1.S.C. 651.

The taw regeires that a copy ¢ x'thc el
rach pluce a violatien referred to in the cla

X . .
ected, or for 3 working d

] . - -
wed clrarion(s) “shall be prominendy posied® o 2 cen spicuous rlac
1 . - . .
ion occured.”’ I: must remein posted vneil all vio!
‘5, whichover peciod is loager.

oS e
e zUioax cited thercin are cor-

r

* .'\Iw‘:;cc. violations conlu‘. by chis citation are those which are nor serious violatlons within the meaning of the Ace bot
diied haes odirect or fmumedivee elatinaahin o Lereearionn ! sofers s hesian '
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Citation Number 1 Paze 3 of 6 Date Issued _Ju_b/ 28, 1972
EMPLOYER CACTUS DRILLTMG CORVORATION

(Street U.S, Highway 82 West:

ADDRESS (¢ P.0. Box 32 )
(City Midland Stace Taxas Zip 1970]

T

————— s

An inspcction of 2 workplace uader your ownership, operation, or conirol located at 4 mileg west of Giapnd Talls

Teyaq and_inspected pn July 12,1972 from 10:30 ALM unizil £:30 P.M, and described as fcllows
Ensaced dn driliiro for gas and ail Rig No, 22

has been conducted. Cn the basis of the inspection it is alleged that you have vielated the Okm_p tional Salety and Health
Act of 1970, 29 US.C. 651, in the following respects: : :

H Date on which
Item Standard or cegulation

escriptina of alle tolarior: alleged violation
e » allegedly viotated Descriptina of alleged violation J:; ;i! c::[ XCIOCd
Item 3 c¢. Derrick from rig floor to bottom September 5, 1972
Cont'd : B of fixed ladder 14 without ac-

cess (fixed ladder acceptable in :
iieu of stairs).

4 29 CFR 1910.27(b)(1)(ii) IThe verticle distance between the - September 5, 1972
' . rungs on the follow1ng fixed ledders
exceeded 12'":

a. Derrick ladder had rungs 16" high;
b. Fixed ladder to No. 1 radiator

motor had rungs 14" high; - -
c. TFixed ladder to No. 2 radiator v
motor had rungs 14" high; . ¢

d. Fixed ladder to No. 3 radiator
motor had rungs 14" high

5 29 CFR 1910.27(b)(1)(iii) {The minimum clear length of rungs or September 5, 1972
cleats was less than 16 inches on the ’

following fixed ladders:

(CONTINUED) - :

7 // ’
Azéa Director’s Signature &4 //j(;’,- O i P e d

The issuance of 2 citation does not conszitute » fnding that a viclation of the Act has accucred valess there is a fajlure to
contest as vrovided for in the Act of, if contested, unless che cltation is affirmed by the Occupationzl Saleary and Health Review
¥

Commission. -

RIGHTS OF EMPLOYEE

Any employee or repre s rative of employccs who believes that any | veried of time fixed i this Ec;z:ion for the cocrection o
.S, Deparemsnt o

&)

a viclation is unreasonsble has the right to contest such time for cozrection by {iling a notice wich the U

@

. t
at the address shown ‘.bovc within 15 working days of the receipt by the employer of notice of pmpc.\cd penalty or potice that no !

18]
]

‘o .
penzity s being p:oposcd.
“'No person shall discharge or in ony masner discruninace

{ siituted eny procecdis

any emplovee becavse such caployee has filed any com-
pl"'un or instituted or causced w be in d to this Act or has tescified or Is abou o testily
in such procecding oz bc ausc of the czercise by such employee on behalf of himself or others of any righe wiiosded by this
Ace.” Sec. 11 (€)(1) of the Occuputicnal Safery and Health Acc of 1970, 29 U.S.C. 651,

1 ; : 1 £t U H - N . !

he law tequires that a copy of the enclosed ciration(s) “shall be premin u‘tl) posted s s : ;

. . y - . . - . - . . i

cach place a violation referrvd to ta the citition ocvured.” It must reman posted unal all vieladons cited theretn ase cor- 1
rected, or for 3 working days, whichever pecicd is longer. :

rious viowtians vathin the meaning of the At b

* Alicged violrtions con cre d by shis ciention are those which are not

".‘}ti-‘.'h have u :

to eoveranionn! safeiy ondd

Crelnriane!
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Citation Number 1 Page 4 of 6 Daie Issucd July 28, 1972
EMPLOYER C4ACTUS DRILLING CORPORATION
(Sirece U.S. Hiehwav 80 West
ADDRESS ( P.O. Box 32 )
(Cicy Midland Siace Texag Zip 79701
Ah inspection of a werkplace under your ownership, operation, or control located at & miles west of Grand Falls,
Texas and_inspected on July 12,1072 from 10:30 A M uptil 4:30 PLM. and described as follows |
= ) - H
Fneaged in dxilling for gas and oil Rig Mo, 22 i
has been conducted. Oa the basis of the inspection it is alleged that you have violated the Occupational Sefety 2aad Healch i
- . . : ]
Act of 1970, 29 U.S.C. 651, in the following respects: ;'
o o i
Item Standard ot regulazion L. . . . ate en whieh
. - s Description of alleged violarion alleged violation P
number allegedly violated : :
nust be corrected 3
L3
TN et ", ’
Item 5 a. Derrick ladder rungs were ;2 5 September 5, 1972 |
Cont'd b. Fixed ladder to No. 1 radidtor !
motor had rungs 14" 4 .
c. Fixed ladder to No. 2 radiator i
: motor had rungs 14"; ‘
d, TFixed ladder to lNo. 3 radiator :
motor had rungs 14". :
. . . i} ..
6 29 CFR 1910.157(d)(3)(iv) |Portable fire extinguishers located bugust 14, 1972
{as listed below did not have a durable ;
tag securely attached to show the :
maintenance or recharge date and the :
initials or signature of the person : :
who performs “he service:
a. 20 1b. portable extinjuisher
. northeast corner of Rig Floor; 5
b. 20 1b. poriable extinguisher
entrance to Doghouse;
c. 350 1b. dry chemical extinguishern
on ground by west side of Doghousk.
(CONTINUED) .
] Y /
, {
. . Z
Aréa Direcror’s Signature 4%4 B e e O
. ROBERT B. SIHON
The issuaace of a citation dues not consticute a fiading that a violation of the Act has accurred unless there is a fadluce to
contest as provided for.in the Act or, if contested, unless the citation is afiirmed Ly the ()cuz'w.u fonal Safery and Healdh Review |
Commission.
RIGHTS OF EMPLOYEES
Any employee or representative of employces who belicves that any pcr'NJ of time fixed in this citation for the correction of
a violation is unzeasonable has the right to cenrest such time for correction o, filing a rotice with the U.S. Depantment of Labor
at the address shown above wichin 15 ~orkiag davs of the receipt by the employer of notice of proposed penalty or notice that vo
peaaley is being proposcd.
**No peeson shall discharge or in any manner diser Ir.:_-'.-mz:: ;:3“:‘:‘:5: any employee beeause s
plaint or instituted or cauzed 1o be Instituted any proce or relat 1s Act or has t
in such prozeeding or because of the exercise by such en pm\ ce un behal selt or others of any nigh
Acc.” Sec. 11 (e){1) of the Gocupational Safery and Health Acc of 1970, f
i
The law requires that 2 copy of the exclosed citation{s) “‘shall be prominendy posted” in 2 conspicuous plﬁcc “at or near |
each :)'.ILQ a \;\‘:).-L}D'l referred to 1a the citation occured.” It must remain posted until all vielations cit;d therein are cor- i
rected, or for 3 working duys, whichever period is l(m;,-,cr :
* Alleged vinlations covere ation are these which are not serivus violntions within the meaniaz of the Act bus

T - :
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he I U.S. DEPARRMENT OF LABGR N
’ Jecupational Safety end Heolih Administratio.

Roon €21 Fedorald Bullding
1205 Teyas Avenus CSHO KRG, BIHA-T 1O,
Lubvack, Texas 7940%
K-8347 1
AREA KREGION
- CITATIONY 4120 . 6
Citazion Number 1 Page 5 of 6 Date Issued July 28, 1972
EVPLOYER CACTUS, DRILLING CORPORATION
(Street U.S. Highway 8Q West
ADDRESS  ( P.0. Box 32 )
(Ciey tidland Scate Tevas , Zip 79707

. ; . - .
An inspection of a werkplace under your ownership, operation, or control located at & miles wagt 0Ff Grand Falls

Texsag and irnspectad on Jily 12,1972 from 10:30 ALY uptil 4:30 P.M. and described as follows
- . g . = \
Fngaged in driliinc for gas and nil Rig No. 22

has been conducted. On the basis of the inspecrion it is alleged that you have violated the Occupatioaal Safety and Healin
Act of 1970, 29 U.S.C. 651, in the following respects:

. ) Date on which
Item Standa:d or regulation L. . . ) ¢ on X
. Description of alleged violatien alleged violation
number allegedly violated :

must be corrected

7 29 CFR 1910.219(c)(2)(i) |Horizontal shafting having exposed Se
moving part was noted in the fol-
lowing place without proper guarding:
a. East side of auxiliary pump 2"

x 8" shaft;
b. Mud pump 3" x 8" shaft;
c. Motor floor 8" x 18" shaft.

tember 5, 1972

8 29 CFR 1910.219(e)(3)(i) |Verticle and inclined belt drives’ lo-

.jcated as listed below were not properly
guarded:
a. Thirteen (13; v belts in 3f x 12}

spacing by mud pump (ground level :
‘ . to-Rig Floor);

b. V belts on shale shzker.

September 5, 1972

9 29 CFR 1910.219(£)(1)(i) |Gears wetfe noted to be improperly

guarded {(2"x 18" hole wora in clutch
housing, northside of motor floor).

September 5, 1972

10 29 CFR 1910.23{(c3(3) The

following pletforms/walkways over
th

mud pits ware not equipped with
{CONTINUED)

Septembar 5, 1972

(D

2 {
: 7
Aréa Director’s Signature @/‘7”}/{‘ /,4427'7147»,,
ROBERT B. SIMMON

The issueance of a citation does not constitute a finding that a violation of the Act has occurred unless there is a failure to
contest a5 provided for in the Act or, il contested, unless the citation is affirmed by thé Ogcup.moqal Safety and Health Review
Comuaission,

RIGHTS OF EMPLOYEES

Any :_x“'~fo)cc or represenintive of employees w ho believes that any pe“od of cime fixed 1n this citocion for the correccion of

a violution is unceasonoble hes the right to contest such tuime for correction by filing 2 notice with the U.S. Department of Labor-
at the address shown above wichin 15 warking days of the receipt by the employer of notice of proposed Dun.llt‘ or notice thar o
penalty is being proposed.
*“No person shall discharge or n aay manaec disceriminare against any e \plO),c( because such employes
Any [umeuom g u'h]u or related to this Act or has testified o :
1a such procceding or because of the excrcise by such employec en behalf of himself or others of any right afforded by this
Acc.” Scc. 11 {c)(i) of the Occupztional Safery and Heakh Ace of 1970, 29 U.S.C..651.

plaint or institeied or caused fo be instituied

e - LR
The law requites that a copy of the enclosed citution(s) “shall be pr o'mnmu) posted” In a conspicusus place “fat
each place u vielarion referced o in the citetion occured.”’ I: must rema

N
in posted wnzil all viotations clted therein are cor-
rected, or for 3 working days, whichever period is longer. S

*Alleged \':ul fens covernd by this citation are tho\L \\"-'CH are not serious violations within the menn:
which b e .

) oo LS [
nod e Lloul ““"“’-. .2.‘.7(‘ [ SIS I;‘Il Y EY oo up-n L ool Lo 0y anes ?:f" LN

iouly

)




LT = . ; P
- ) 5.5, DEPARTHMING OF LABGR
Qccupationol Safety an Heoolth Adminis on
Rioen 451 Feiomal Bullding
~an e va s AT OTUS -
1205 Tauts Auenu RTTNTTon SIaRTTE
okt .
Lubbock, Texas 6401
1
TEGION
- CITATICN®" 4140 6 :
Citation Number 1 Page 6 _af © Date Issued July 28, 1972 H

EMPLOYER CACTUS DRILLING_COAPORATION
(Screet U.S. Highway 80 West
ADDRESS ( P.O. Box 32 )
(City Midland Stace Texas Zip 793701
An inspection of a warkplace under your ownership, oprration, or control located at & -mi les wost of Grand Tallg

Texes and inspactad on July P M. and described as follows

Engsged din drilliipne for cag and oil Rioc No. 22

as been conducted. On the basis of the inspection it is alleged thar you have violated the Occupational Safety and Health
s P g P Y

Act of 1970, 29 U.S.C. 651, in the following respects:

Seandard or regulation
allegedly violated

Lrem

ber Descript
numbe

ioa of alieged violation

Daze on which
alleged violation ;
must be corrected

<

Item 10 standard railings:

Cont'd a.
Shaker Pit to gain access to jet
gun;
’ b. West end of Shale Shaker Plt to ga

access to jet gun.

[y

About the middle of the Shale

September 5, 1972

in

LT

. . ' e o P // ¢
Aréa Director’s Signature LT TS e

ROBERT B. SIMNMONS
f

The issuaace of a ciration does not coastitute a finding that a violation of the Act hus occurred ualtess chere is a fxilure to
contest as provided for in the Act oz, if contested, unlcss the citation is affirmed by the Cecuputional Safery and Healch Review
ro..znxs.uoq

RIGHTS OF EMPILOYEES
Any employce or representative of « ""\’71\))-’0(.3 who believes any pcrmﬂ of time fixed In this citaclon for the correction of
is unreasonable has the right to contest such diice for correction by liling a notice with the U.S. Department of Labor;
Be address shown above within 15 working duvs of the receipt by the employer of rotice of propoased penulty or notice that oo

senalty is beisg proposcd.

vee

Ye
U.l&](n ar relaced o this

il C:l\fh .l"L Of IN any Manfiel WSCIImMINAie 2u1asg any C[m,lo

plaine ar inseioeed orf « used to be instituted any proceeding
in such procn.dirw or b ecause of the exercrse by such -..“‘plo\ cc on behalf of himselt
Act.” Scc. 11 {¢3{l) of the Ccecupauonal Safery and Healch Acc of 1970, 29 U.s.C. 651.

becauvse such

Acz or has tes
or others ef ¢

IEE)

> *fat or nea

The law reg: Sir hat a copy of the enclosed citation(s) “'shall be prominencly Pl')\xuu o2 cunspicuors place
.. - ‘~v\\~ \‘,, M R \rr~ ~) M ey oy
cach plice a viola r«-;crrui to in the cltacion occuie I: o n posted uncil il vi 15 cized therein 2ce cos-
ver pectod 1y longes.
ol thie Ace b




/

: 5 ey i L~ CSUG M, O3HA-1 BO.
ST U.S. DEPAT  .NT OF LABOR
Occupational Sofaty end Haaith Administeation K-834 1
Lubbock, Texzas 79401 AREA REGION
MOTIFICATION OF PROPOSED PENALTY : 4140 6
TO: caCTUS DRILLING CORPORATION
P.0. Box 32
Midland, Texas 79701
On the Py day of Tulw , 19 73 a Citation(3) was (wgzg) issned to

you in accordance with the provisions of section 9(a) of the Occupational Safety aad Health Acr of 1970 (84 Stac.
1601; 20 U.S.C. 651, et seq.) herciaafter referred to as the Act. You were thus notified of certair alleged viola-
tions of the Act, as speciiied iu that Citatioa(s).

YOUJ ARE HEREBY NOTIFIED that pursuant to the-provisions of section 10 (a) of thé Act, the penalty(ies)
set forth below is/are being proposed, based on the above Citation(s):

SERIOUS VIOLATIONS

Citation No. Proposed Penalty
INONE'
OTHER VIOLATIONS* o S |
Citation No. ' Item No. Proposed Penaly
1 1. Open sided floor not equipped with standazd $ 40.00
guardrails - ; ’
1 2. Stairs not equipped with proper handrails £0.00
1 3. Stairs not provided for access : 25.00
1 4. Fixed ladders with improper spacing of rungs 45.00

greater than 12"

1 " 5. TFixed ladders with clear length of rungs less 45.00
than 16"
1 6. Portable fire extinguishers not properly - -0-
tagged
1 7. Horizontal shafting not guarded . =0~ C o -
1 8. Verticle and inclined belts not guarded 25.00
i 9. Gears not properly guarded 25.00
1 10. Platforms/walkways without standard guardraii 25.00

Total for All Alleged Violations ___$270.00

* In the case of each **ocher violation,” the proposed penaliy reflects a 50 pezceat adjustmen: fuctor for corrective action taken within
th: period prescribed in the citation. if a parricular alleged violation is not corrected wichin this period, an awsmatic addizio.nal penaley
of 50 percent will be proposed for each violation. However, if you coatest un alleged violation ‘n good faith before the Review Commis®
sian, the periocd for corzection does not begin to run uatil the entry of a final order by the Review Commission af{irming the citation.
The proposed penalty is exclusive of such other additional peaalty as may subsequently be proposed for fuiluce 10 coirace a violation
within the abatement period.

-




The payment of penaliies is to be made by certified check or money order, payable to the ordec of *“‘Occupa-
tional Safety and Healch-Labor.”” Remit to the Area Director whose address appears below,

YOU ARE FURTHER NOTIFIED that the aforesaid Citation(s), this Notification, aad the proposed assess-
ment shall be deemed o bo the final order of the Occupational Safety and Health Review Commission aad aot
subject ro review by any court ot agency, unless, within 15 working days from the date of receipt of this notice,
vou notify the official named below in writing that you intend to contest the Citation or this Z\oufxcauon of Pro-
posed Penalty before the Review Commxssxon. The Review Commission 1s an mdependenc quasx -judicial agency
with auchority to issue decisioas regardiag citations and proposed penalties.

Thece is no requirement that this Notification be posted.

13

Dated at __1yhhack , Texas this 28 day

of - July ' ' 19 g0

S Y e

; o e _Area Director ROBERT B. SIMMONS
‘ J . o Occupational Safety-and Health Administration
U. S. Department of Labor

1203 Texas 1V€nda
Tuobock, Texas 3401




IN THE DISTRICT COURT OF THE FIRST JUDICIAL DISTRICT
FOR THE COUNTY OF SANTA FE, STATE OF NEW MEXICO

MICHAEL P. GRACE AND
CORINNE GRACE,

Plaintiffs
vs. No.
NEW MEXICO STATE OIL CONSERVATION
COMMISSION, D.L. HANNIFIN, JOE DON
COOK, AND CACTUS DRILLING COMPANY,

Respondents.

AFFIDAVIT

Comes now the undersigned, Daniel S. Nutter, Chief Engineer
of the New Mexico 0il Conservation Commission, resident of Santa
Fe County, New Mexico, over the age of twenty-one (21) years, aftey
first being sworn upon his oath, and states:

1. I have been a licensed petroleum engineer for eighteen
years and am a registered professional petroleum engineer in the
State of New Mexico and am familiar with the Grace-Atliantic Com
Well No. 1 and the D.L. Hannifin and Joe Don Cook Merliand Well
No. 1, which wells are the subject of this suit.

2. The Merland well is located a distance of at least 141
feet from the Grace-Atlantic well.

3. There are two classes of danger which a drilling well may
pose to a producing well by virtue of its proximity to that well:

A. Surface danger. This could occur by means oI the drill-
ing rig on the drilling well collapsing onto the surface equip-
ment of the producing well or by means of a blowout and a result-
ing fire on the drilling well which spreads to the producing well.
To begin with, the toppling of a drilling rig is a remote possibil

ity. Even if the rig did topple, the distance between the two

wells would prevent any surface equipment on the Grace-Atlantic well

from being damaged. A blowout is also unlikely to occur because t]

1




Merland well 1is equipped with blowout preventers and the operator
will be drilling under the direction of a mud engineer with heavy
drilling fluids which will contain the reservoir enercy encountereq
in the anticipated productive zone in the Delaware formation.

B. Subsurface damage. This could occur by means of the bore
of the drilling well deviating from the vertical and encountering
the bore of the producing well or by means of a high pressure
fracturing treatment in the drilling well collapsing the casing in
the producing well. A deviation survey (TOTCO test) conducted
during the drilling of the Grace-Atlantic indicated that the bore
of that well had deviated from the vertical a total of 75.52 feet
at a depth of 4490 feet, the anticipated total depth of the
Merland No. 1 well. Assuming such deviation was entirely in the
direction of the Merland No. 1 well, that well's bore, if vertical
would not intercept the Grace—Atléntic bore. The Meriand No. 1
well bore will be constantly controlled by deviation equipment
under the supervision of Eastman Whipstock, Inc. to ensure that it
is vertical. Even if the bore deviated frdﬁ the vertical, it most
likely would deviate in the same direction that the Grace-Atlantic
well deviated. There is little likelihood that a fracturing
treatment would be carried out on the Merland No. 1 well. Fractur
ing is a remedial treatment for wells which produce at rates which
are too low to be economical. The blowout in the Delaware zone in
the Grace-Atlantic well indicates that the Merland No. 1 well will
not suffer from this problem, however, if fracturing is necessary,
pressure can be controlled as to avoid any potential casing damage
to the Grace-Atlantic well.

4, That there is no possibility of danger to tha "Morrow-
Delaware"” reservoir because there is no such thing as the "Morrow-
Delaware" reservoir. The Morrow reservoir is in a desp sandstone
formation, the top of which is approximately 11,128 feet in the

vicinity of the subject wells. The Delaware is a much shallower




formation, the base of which is approximately 5225 feet. There is
therefore a separation of these zones of approximately 5903 feet,
during which interval occur many layers of impermeable shale which
totally isolate the two reservoirs.

5. That I have contacted Mr. Ted K. Hudson, New Mexico State
Fire Inspector, and he has informed me that the New Mexico Fire
Code adopts the National Fire Protective Association Code in its
entirety and that said code contains no provisions relating to oil
field operations. Mr. Hudson also stated that the Fire Marshalls'
Office has no jurisdiction over o0il field operations.

6. To my knowledge, the 0il Conservation Commission has
received no information indicating that Cactus Drilling Company
has conducted any of its operations in an unsafe or unsatisfactory
manner.

7. In my opinion, the Merland No. 1 well, if drilled by the
respondents under the safeguards that the respondents have in-
dicated that they will follow, will not impose any danger to the

Grace-Atlantic Com Well No. 1.

DATED this 29th day of January, 1974

SUBSCRIBED AND SWORN TO before me this
29th day of January, 1974, by Daniel S.
Nutter.

,\;:"i (‘,4/;( <& %xj(‘/é,&zijz%\_/

Notary Public

My Commission Expires:

Tast 2 1977




IN THE DISTRICT COURT OF THE FIRST JUDICIAL DISTRICT
FOR THE COUNTY OF SANTA FE, STATE OF NEW MEXICO

MICHAEL P. GRACE AND 3* l1~l
CORINNE GRACE, ‘\1:\

Plaintiffs
o

v8s. W 0
NEW MEXICO STATE OIL CONSERVATION
COMMISSION, D.L. BANNIFIN, JOE DON
COOK, AND CACTUS DRILLING COMPANY, “%\

Respondents.

AFPFIDAVIT

Comes now the undersigned, Daniel §. Nutter, Chief Engineer
of the New Mexico Oil Conservation Commission, resident of Santa
Fe County, New Mexico, over the age of twenty-one (21) years, after
first being sworn upon his ocath, and states:

1. I have been a licensed petroleum engineer for eighteen
years and am a registered professional petroleum engineer in the
State of New Mexico and am familiar with the Grace-Atlantic Com
Well No. 1 and the D.L. Hannifin and Joe Don Cook Merland Well
No. 1, which wells are the subject of this suit.

2. The Merland well is located a distance of at least 141
feet from the Grace-Atlantic well.

3. There are two classes of danger which a drilling well may
pose to a producing well by virtue of its proximity to that well:

A. Surface danger. This could occur by means of the drill-
ing rig on the drillihg well collapsing onto the surface equip-
ment of the producing well or by means of a blowout and a result-
ing fire on the drilling well which spreads to the producing well.
To begin with, the toppling of a drilling rig is a remote possibil-
ity. Even if the rig did topple, the distance between the two
wells would prevent any surface equipment on the Grace-Atlantic well

from being damaged. A blowout is also unlikely to occur because the



Herland well is equipped with hlowout preventers and kha operator
will be drilling under the direction of a mud enginear witih heavy
drilling fluids which will contain the reservolr enerjgy encountered
in the anticipated productiva zone in thre Delaware formation.

B. Subsurface damage. This could occur by means of the bore
of the drilling well deviating from the vertical and encountering
the hore of the producing well or by means of a hign pressure
fracturing treatment in the drilling well collapsing the casing in
the producing well. A deviation survaey (TOTCO test) conducted
during the drilling of the CGrace-Atlantic indicated taat the bore
of that well had deviated from tne vertical'a total of 75.52 feet
at a depth of 4490 feat, the anticipated total deptin of the
Merland o. 1 wall. Assuming such deviation was entirely in the
direction of the derland No. 1 well, that well's bore, if verticall
would not intercept the Grace-Atlantic bore. The Merland Ho. 1
well Lore will be constantly controlled by deviation asguipment
under the supervision of Eastman Whipstock, Inc. to easure that it
is vertical. Even if the bore deviated from the vertical, it most
likely would deviate in the same direction that the Grace-Atlantic

well deviated. There is little likelihood that a fracturing

treatment would be carried out on the Merland No. 1 well. Practur
ing is a remedial treatment for wells which produce at rates which
ars too low te be economical. The blowout in the Delaware zone in
the Gracce-Atlantic well indicates that the Merland #Ho. 1 well will
not gsuffer from this problem, however, if fracturing is necessary,
pressure can he controlled as to avoid any potential casing dawage
to the Grace-Atlantic well.

4, That there is no possibility of danger to the “sorrow-
Delaware” reservoir because there is no such thing as the “Morrow-
Delawvare” reservoir. The Morrow reservoir is in a deep sandstone
formation, the top of which is approximately 11,128 feet in the

vicinity of the subject wells. The Delaware is a much shallower




formation, the base of which is approximately 5225 feet. There is
therefore a separation of these zones of approximately 5903 feet,
during which interval occur many layers of impermeable shale which
totally isolate the two reservoirs.

5. That I have contacted Mr. Ted K. Hudson, New Mexico State
Fire Inspector, and he has informed me that the New Mexico Fire
Code adopts the National Fire Protective Association Code in its
entirety and that said code contains no provisions relating to oil
field operations. Mr. Hudson also stated that the Fire Marshalls'
Office has no jurisdiction over oil field éperations.

6. To my knowledge, the Oil Conservation Commission has
received no information indicating that Cactus Drilling Company
has conducted any of its operations in an unsafe or unsatisfactory
manner. ‘

7. In'my opinion, the Merland No. 1l well, if drilled by the
respondents under the safegquards that the respondents have in-~
dicated that they will follow, will not impose any danger to the

Grace~-Atlantic Com Well No. 1.

DATED this 29th day of January, 1974

DANIEL 8. NUTTER

SUBSCRIBED AND SWORN TO before me this
29th day of January, 1974, by Daniel S.
Nutter.

Wln
Notary P c

My Commission Expires:

oct. 28, (927
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IN THE DISTRICT COURT OF THE FIRST JUDICIAL DISTRICT
FOR THE COUNTY OF SANTA FE, STATE OF NEW MEXICO

No.

MOTION TO INTERVENE

Comes now The 0il Conservation Commission of the State of
New Mexico, and respectfully moves the Court for leave to intervene
in the above-entitled cause, and in support thereof states:

1. The 0il Conservation Commission is a duly constituted
agency of the State of New Mexico whose principal offices are in
the State Land Office Building, Santa Fe, New Mexico.

2. That the above-entitled cause involves the same subject
matter as Santa Fe County District Court Case No. 47406 in which
the 0il Conservation Commission was named as a Respondent.

3. That Petitioners herein seek a remedy in this proceeding
which will have the same effect on the 0il Conservation Commission
as a decision in said Case No. 47406.

4. That pursuant to provisions of Rules and Regulations
adopted by the 0Oil Conservation Commission in its Order 850, the
0il Conservation Commission approved the drilling application of
D. L. Hannifin and Joe Don Cook for the Merland Well No. 1, in

Section 24, Township 22 South, Range 26 East, NMPM, Eddy County,




New Mexico, after due consideration on December 28, 1973, since
the well was to be drilled at a standard location and 40 acres of
land, all of which is leased by Mr. Hannifin and Mr. Cook, was

to be dedicated to said well.

5. That such approval of said drilling permit was given only
after due consideration to the possibility of damage t> surrounding
properties and such approval in fact required that "...blowout
preventers will be installed and tested daily during drilling."

6. That restraining the drilling of a well subs=quent to
approval of the drilling permit by the 0il Conservation Commission
seriously affects the ability of the 0il Conservation Commissioﬁ
to carry out its statutory responsibilities to prevent waste and
protect correlative rights in the o0il and gas produciny areas in
New Mexico.

WHEREFORE, Movant seeks leave to intervene in the above-
entitled cause and for such other and further relief as the Court

may deem proper in the premises.

DAVID L. NORVELL
Attorney General

THOMAS W.

Special Assistant Attorneys General
0il Conservation Commission, P. O.
Box 2088, Santa Fe, New Mexico 87501




IN THE DISTRICT COURT OF THE FIRST JUDICIAL DISTRICT
FOR THE COUNTY GOF SANTA FE, STATE OF NEW MEXICO

NO.
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MOTION TO INTERVENE

Comes now The 0il Conservation Commission c¢f the State of
New Mexico, and respectfully moves the Court for leave to intervene
in the above-entitled cause, and in support therecof states:

1. The 0il Conservation Commission is a duly constituted
agency of tihe State of New Mexicc whose principal offices are in
the State Land Office Building, Santa Fe, New Mexico.

2. That the above-entitled cause involves the same subject
matter as Santa Fe County District Court Case No. 47406 in which
the 0il Conservation Commission was named as a Respondent.

3. That Petitioners herein seek a remedy in this proceeding
which will have the same effect on the 0il Conservation Commission
as a decisicn in saild Case No. 47406.

4. That pursuant to provisions of Rules and Regulations
Edopted by the €il Conservation Commission in its Order 850, the
0il Conservation Commission approved the drilling application of
D. L. Hannifin and Joe Don Cock for the Merland Well No. 1, in

Section 24, Township 22 Scuth, Range 26 East, NMPM, Eddy County,




New #“axico, after dus consideration on December 28, 1573, since
the well was to be drilled at a standard location and 40 acres of
land. all of which is leased by Mr. Hannifin and Mr. Ccok, was

to ba dedicated to said well.

3. That sucn approval cof said drilling permit was given only
after due consideraticon to the possibility of damage to surrounding
properties and such approval in fact required that “...blowout
prevaenters will be installed and tested daily during drilling.”

5. That restraining the drilling of a well subsecuent to
approval of the drilling permit by the 0il Conservation Commission
sericusly affects the ability of the 0il Conservaticn Commission
to carry out its statutory responsibilities to prevent waste and
protect correlative rights in the cil and gas producing areas in
New Mexico.

WHEREFORE, Movant seeks leave to intervene in the above-
entitiad cause and for such other and further relief as the Court
may desm proper in the premises.

DAVID L. NWNORVELL
Attorney General

e

TIOMASE W. DERRYBERRY

Special Assistant Attorneys General
0il Conservation Commission, P. O.
Box 2088, Santa Fe, New Mexico 87501
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IN THE DISTRICT COURT OF SANTA FE COUNTY

STATE OF NEW MEXICO /¢LQ;;§Z'i£(?/fi//c&zia

MICHAEL P. GRACE, II and
CORRINE GRACE,

Petitioners

vs. No. 47406
NEW MEXICO OIL CONSERVATION
COMMISSION, D.L. HANNIFIN,
JOE DON COOK, and CACTUS
DRILLING COMPANY,

Respondents

et N e et et St N S et it et Nt el s

MOTION TO FORFEIT BOND

Come‘now the Respondents, D.L. Hannifin and Joe Don
Cook, pursuant to Rules 65-66(c) and (d) (Section, 21-1-1,
65~-66(c) (d), N.M.S.A., 1953 Comp.) and move the Court for
an Order against the surety which gave a $3,000.00 bond here-
in for the Petitioners, forfeiting said bond in the full
amount thereof to said Respondents, and as grounds therefor,
state:

1. Said Respondents were wrongfully restrained herein
from continuing the drilling operations on the Merland #1
Well, SE%, Section 24, Township 22 South, Range 26 East,

Eddy County, New Mexico, by Petitioners. -

2. Said Respondents have been wrongfully restrained by
Petitioners from said drilling operations for the days of
January 26, 27 and 28, 1974, all to said Respondents' damage
in the amount of at least $3,600.00, which sum represents
Respondents' daily stand-by costs for three (3) days, owed
by Respondents to Cactus Drilling Company under a drilling
contract for the Merland #1 Well. A copy of said drilling

contract has been previously submitted to this Court.



3. Section 65-3-23(b), N.M.S.A., 1953 Comp. provides
that such a bond as the subject bond is given for the use and
benefit of all persons who may suffer damage under a wrong-
fully issued Temporary Restraining Order..

4. Said Respondents have suffered actual monetary damage
in excess of the said bond liability.

WHEREFORE, said Respondents move that Notice of Hearing
upon this Motion, as the Court may prescribe, be served by the
Clerk of this Court, as provided by law, and that after hear-
ing, the Court issue an Order forfeiting said bond.

DATED this 28th day of January, 1974.

HUNKER, FEDRIC & HIGGINBOTHAM, P.A.

~N — ,
Bijwlygﬁq-3$qf ”ﬁﬁfﬁa‘g
« - Don M. Fedric
Attorneys for Respondents,
D.L. Hannifin and Joe Don Cook
P. O. Box 1837
Roswell, New Mexico 88201

—
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IN THE DISTRICT COURT OF SANTA FE COUNTY

T - ‘,. /o -
STATE OF NEW MEXICO 4272 Q%{/ldjjf//g

MICHAEL P. GRACE, II and
CORRINE GRACE,

Petitioners
vSs.
NEW MEXICO OIL CONSERVATION
COMMISSION, D.L. HANNIFIN,
JOE DON COOK, and CACTUS
DRILLING COMPANY,

Respondents

P R L SR WP P W R R S

This matter having come before
1974 for hearing upon the Motion of
Hannifin and Joe Don Cook, to quash
Restraining Order entered herein by
with counsel for both parties being

fully advised in the premises,

/ka hat the_ Court 3
»cf,v//tc (»/L{%L/L Iy

therefore, the Respondents' MOth

finds:

the
the
and
the

pre

M/; £ ,(,cc/z(, & M P

shou

No. 47406

Court on January 28,
Respondents, D.L.

dissolve the Temporary
Court on January 25, 1974,

sent, and the Court, being

1d be granted.

IT IS, THEREFORE, ORDERED, that said Temporary Restraining

Order be, and the same, hereby is quashed and dissolved.

DATED this zgg; &ey of January, 1974. ;

4&4/&( / ﬁ

District Judge V4 CZWQ

R TN A

P % R ()L}bLAZQz Lo e -
ey g}gﬁ/ﬂbéC%th/ égjiMN;'-



STATE OF NEW MEXICO

Office of the Aftorney General

DEPARTMENT OF JUSTICE
P. O. BOX 2246

Santa Je, W M. 87501

DAVID L. NORVELL OLIVER E. PAYN
ATTORNEY GENERAL ]anuary 28, 1974 DEPUTY ATYORNEY GENERAL

Judge Edwin L. Felter e~ 4 M
District Court Judge 5 F C& /
District Court House ‘ 17;/ 6
Santa Fe, New Mexico

Dear Judge Felter:

I have been unable to reach you by telephone today, and am out of
town, and for that reason, unable to appear at the Grace hearing
at 5:00 p. m.

However, I understand some misunderstanding has arisen concerning
the roll of the Attorney General's office in the granting of the tempor -
ary restraining order last Friday.

Neither Mr. Payne nor myself had an opportunity to see the pleadings
prior to the entry of the order. However, both Mr. Payne, who knows
a considerable amount about petroleum engineering, and myself, were
apprehensive about initiation of drilling 110" from the Grace - Atlantic
well for a number of reasons.

Mr. Payne and I had general knowledge of the facts concerning the con-
troversy and we felt jointly that human lives are worth mor<e than a gas
well. Therefore, we saw no way that anyone could be injured by a
delay of three days in drilling this well until your honor had time to
determine the controversy.

As a result, both Mr. Payne and I agreed in principal to the entry of a
temporary restraining order on Friday evening until the hearing of
today before you, as we could envision no serious detrimental harm
occurring to anyone for that short a period of time, while on the other
hand, the serious consequences which could possibly result from the
new drilling were paramount in our minds.

B R s Tk T I RV T



Judge Edwin L. Felter
Page #2
January 28, 1974

Therefore, Mr. Payne, at my direction, talked with you expressing
these general principles, and [ trust you were at least, in part,
guided thereby.

I hope this will help clarify the matter for your consideration, if in
fact the dispute still exists.

Sincerely yours,

DAVID L. NORVELL
DLN:1g Attorney General



January 28, 1974

Judge Edwin L. Felter
District Court Judge
District Court House
Santa Fe, New Mexico

Dear Judge Felter:

I have been unable to reach you by telephone today, and am out of
town, and for that reason, unable to appear at the Grace hearing
at 5:00 p. m.

However, I understand some misunderstanding has arisen concerning
the roll of the Attorney General's office in the granting of the tempor-
ary restraining order last Friday.

Neither Mr. Payne nor myself had an opportunity to see the pleadings
prior to the entry of the order. However, both Mr. Payne, who knows
a considerable amount about petroleum engineering, and myself, were
apprehensive about initiation of drilling 110’ from the Grace - Atlantic
well for a number of reasons.

Mr. Payne and I had general knowledge of the facts concerning the con-
troversy and we felt jointly that human lives are worth more than a gas
well. Therefore, we saw no way that anyone could be injured by a
delay of three days in drilling this well untl your honor had time to
determine the conirovarsy. .

As a result, both Mr. Payne and I agreed in principal to the entry of a
temporary restraining order on Friday evening until the hearing of
today before you, as we could envision no serious detrimental harm
occurring to anyone for that short a period of time, while on the other
hand, the serious consequences which could possibly result from the
new drilling were paramount in our minds.




Judge Edwin L. Felter
Page #2
January 28, 1974

Therefore, Mr. Payne, at my direction, talked with you expressing
these general principles, and I trust you were at least, in part,
guided thereby.

1 hope this will help clarify the matter for your consideration, if in
fact the dispute still exists.

Sincerely yours,

DAVID L. NORVELL
DL N:1g Attorney General



IN THE DISTRICT COURT OF SANTA FE COUNTY

STATE OF NEW MEXICO

MICHAEL P. GRACE, II and
CORRINE GRACE,

Petitioners

vSs. No. 47406
NEW MEXICO OIL CONSERVATION
COMMISSION, D.L. HANNIFIN,
JOE DON COOK, and CACTUS
DRILLING COMPANY,

Respondents

Come now the Respondents, D.L. Hannifin and Joe Don Cook,
by and through their attorneys, Hunker, Fedric & Higginbotham,
P.A., Roswell, New Mexico and move the Court to quash its
Temporary Restraining Order entered in the above styled and
numbered Cause on January 25, 1974, or alternatively, to
dissolve said Temporary Restraining Order, and as grounds
therefore, state:

1. The Petitioner's have violated the provisions of Sec-
tion 65-3-23(a) N.M.S.A., 1953, by applying for a Temporary
Restraining Order against the 0il Conservation Commission
without notice or hearing wherein said Commission and other
defendants (respondents) might be heard, and therefore, the
Court lacked jurisdiction to grant the Temporary Restraining
Order. '

2. Petitioners have failed to comply with the requirements
set forth in Rules 65-66(b) of the New Mexico Rules of Civil

Procedure (Sec. 21-1-1, 65-66(b), N.M.S.A., 1953 Comp.) in the

following regard:



a. That Petitioner's have failed to cause an attorney's
certifiéate to be filed, certifying to the Court in writing, the
efforts, if any, which were made to give notice of Petitioners'
application for a Temporary Restraining Order and the reason
supporting the claim that the notice should not be required.

b. That the Temporary Restraining Order issued by the
Court fails to state upon its face, the hour of its issuance.

c. That said Order fails to define the injury which
Petitioners will allegedly suffer.

d. That said Order fails to state why said injury will
result in irreparable damage to the Petitioners. .

e. That said Order fails to state why the Order was
entered without notice to the Respondents, D.L. Hannifin and
Joe Don Cook.

f. That the Petitioners have failed to file a Motion
seeking a preliminary injunction based on the Temporary Restrain-
ing Order as contemplated by the specific language of said Rules
65-66 (b), nor does the Petition contain a prayer for preliminary
injunction relief. Failure to make said application should re-
sult in dissolution of the Temporary Restraining Order.

3. That the Petition upon which the Order was based falsely
avers that due notice was given to the Commissioners of the 0il
Conservation Commission as required by Section 65-3-23(a),
N.M.S.A., 1953 Comp.; and that said Order falsely states that
the New Mexico 0il Conservation Commission had had notice as
required by law as further described in the Affidavit(s) annexed
hereto and identified as Exhibit "A" to this Motion; and therefore,
the Court lacked jurisdiction to grant the Temporary Restraining
Order.

4. That no formal notice was given to the Respondents,

D.L. Hannifin and Joe Don Cook, nor to Movent's belief, the

-



Respondent, Cactus Drilling Company, as required by Section
65-3-23(a), N.M.S.A., 1953 Comp., and therefore, the Court lacked
jurisdiction to grant the Temporary Restraining Order.

5. That the Respondents Have failed to provide security,
as required in Rules 65-66(c) in favor of the Respondents, D.L;
Hannifin and Joe Don Cook.

6. The Respondents, Hannifin and Cook are the leasehold
owners of record of said Lease covering the SE4% of Section 24,
Township 22 South, Range 26 East, N.M.P.M., Eddy County, New
Mexico, wherein they are engaged in the drilling of the Merland
#1 Well. That said Respondents are the owners of a Fifty Percent
(50%) interest in the Grace-Atlantic Well #1, the allegedly
threatened well described in Petitioners' pleadings and attached
Affidavits, as set forth further in the Affidavit annexed here-
to and identified as Exhibit "B" to this Motion.

7. That continued existence of the Temporary Restraining
Order will result in irreparable harm and injury to the Respon-
dents, D.L. Hannifin and Joe Don Cook as further set forth in
the Affidavit annexed hereto and identified as Exhibit "B" to

this Motion.

HUNKER, FEDRIC & HIGGINBOTHAM, P.A.

Bxs——11—¢?b;1791.;;Z;%z‘:'L

on M. Fedric'®

Attorneys for Respondents,
D.L. Hannifin and Joe Don Cook
P. O. Box 1837 )
Roswell, New Mexico 88201

STATE OF NEW MEXICO )
) ss
COUNTY OF CHAVES )
D.L. Hannifin and Joe Don Cook, being‘first duly sworn,

state that they have read the foregoing Motion, know the contents



thereof and that the matters contained therein are true and

correct to the best of hteir knowledge, information and belief.

7W/

D.L. Hannifin

VAN

5” A‘dcl_

/fﬁbe Don Cook*‘

SUBSCRIBED AND SWORN TO before me this 9&2 day of

January, 1974.

'f :j ..... .f. , <i;é§g 442 /§£;/

Nota%y Public

" --My Commissjion, Expires:
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L IN THE DISTRICT COURT OF SANTA FE COUNTY
H

3 STATE OF NEW MEXICO

/' MICHAEL P. GRACE, II and )

:: CORINNE GRACE, )

)

' Petitioners )

¥ )

Svs. ) No. 47406
; )

; NEW MEXICO OIL CONSERVATION )

;' COMMISSION, D. L. HANNIFIN, )

.\ JOE DON COOK, and CACTUS )

' DRILLING COMPANY, )

)

I Respondents )

It AFFIDAVIT

Comes now the undersigned, A. L. Porter, Jr., Secretary-

;Director of The New Mexico 01l Conservation Commission, resident

:fof Santa Fe, Santa Fe County, New Mexico, over the age of twenty-

‘one (21) vears, after being first duly sworn upon his oath, and

~

states:

1. Cause No. 47406 was filed in Santa Fe County District

E_Court on January 25, 1974, wherein Michael P. Grace and Corinne

" Grace are named as Petitioners and New Mexico Oil Ccnservation

B

., Commission, D. L. Hannifin, Joe Don Cook and Cactus Drilling

‘Company are named as Respondents.

2. That in said Cause, the Petitioners sought a Temporary

‘Restraining Order against all of the Respondents.

3. That at approximately 4:45 p.m. on January 25, 1974, a

. Petition and exhibits, consisting of 17 pages, was hand delivered

. by Michael P. Grace II to the Santa Fe office of the Commission.

P T

‘Mr. Thomas W. Derryberry, an attorney for the Commission, immedi-

ately contacted the Santa Fe County District Court and was
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Aot

;' informed that no hearing time had been set on said Petition.
! Before Mr. Derryberry had finished reading the Petition, at

approximately 4:55 p.m., a copy of a Temporary Restraining Order

B Bl ik = e Tode Pyt b i+

against the 0il Conservation Commission was hand delivered to
¢ the Commission's Santa Fe office by Farrell L. Lines, Attorney

i for Mr. Grace. I had not read the Petition at the time the i

Temporary Restraining Order was received. i

3 4, The Temporary Restraining Oxrder directed me to

e w

temporarily suspend the drilling permit for the Merland Well No. 1:

1

in Section 24, Township 22 South, Range 26 East, NMPM, Eddy

H

by
1
,,;

E T R e

County, New Mexico, which had been previously approved pursuant

G miBaes

to the provisions of rules and regulations adopted by 0il Conser-
vation Commission Order 850 as amended. I complied with the E
Temporary Restraining Order and cancelled the drilling permit
on January 25, 1974, by telephone and by telegraphing D. L.
Hannifin and Joe Don Cook.

5. Since that time, I have gontacted Alex J. Armijo and
I. R. Truijillo, the other members of theboil Conservation Com-—
g mission, and of my percsonal knowledge can state that neither
't of them received notice of the Petition filed in this cause on
January 25, 1974, until contacted by me after receiving the

Temporary Restraining Order.
]

6. At approximately 7:55 a.m. on January 28, 1974, Mr.

Norvell called me and I got the definite impression that he had
not consented to the order. I asked him to give me a written
statement at which time he said he would call the judge. ;

7. That without due notice to the 0il Conservation Com-
; mission, and without hearing, the said District Court on

January 25, 1974, issued a Temporary Restraining Order directed



L o A A 98 T 2N

PSP PR Y

i : . . L !
i, to and against the 01l Conservation Commission and other Respon- ;
ik ’
i 4
b :

i 3
? 5 i

, 7 : ; o B s !
i’ ; et e ;
. . AT PORTER . ao E |
3 SUBSCRIBED AND SWORN TO before me this 28th day of ?

i January, 1974, by A. L. Porter, Jr.
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AFFIDAVIT

STATE OF NEW MEXICO )
) ss
COUNTY OF CHAVES )

Come now the undersigned, D.L. Hannifin and Joe Don Cook,
residents of Roswell, Chaves County, New Mexico, being over the
age of twenty-one (21) years, being first duly sworn upon their
oath, and state:

1. That they are the Lessees of record under Lease dated
July 10, 1972 from Merland, Inc., a New Mexico corporaticn, in
"and to the oil and gas and other minerals underlying‘the SEX%,
Section 24, Township 22 South, Range 26 East, Eddy County, New
Mexico. A copy of said Lease is attached hereto as Exhibit "1".

2. That on September 27, 1972, the New Mexico Oil Conser-
vation Commission, pursuant to its Order No. R-4432, force pooled
the Morrow Formation of the S%, Section 24, Township 22 South,
Range 26 East, for the drilling of a Morrow Formation test well
for o0il and gas. Said forced pooling created a 320 acre well
spacing unit, consisting of the SE% of the said Section 24, under
Lease to the undersigned, and the SW% of the said Section 24
under Lease to or controlled by Michael P. Grace, II. The said
Michael P. Grace, II was designated by the Commission as the
Operator. to drill the proposed test well upon said spacing unit,
with the actual well location being upon the land leased by the
undersigned.

3. That on or abouE January 28, 1973, Michael P. Grace, II,
as said Operator, commenced the drilling of a well in the SE% of
Section 24 to test the Morrow Formation at a proposed depth of
approximately 12,100 feet for oil and gas. On March 15, 1973,

said well, being designated as the Grace-Atlantic Well #1, was

EX‘:’bi'f' ”B-



completed in the Morrow Formation at perforations from 11,424
feet to 11,444 feet as a gas well, and the same is presently
producing gas, under pipeline connection to the El Paso Natural
Gas Company.

4. That the said Grace-Atlantic Well #1, subject to royalty
interests, is owned Fifty Percent (50%) by Michael P. Grace, Ii
and Fifty Percent (50%) by the undersigned.

5. That on or about November 21, 1973, D.L. Hannifin,
made application with the New Mexico 0il Conservation Commission,
‘pursuant to the rules and regulations of said Commission, for
the drilling of a Deleware Formation test well, to bé known as
the Merland #1, to a depth of approximately 4,550 feet on a
40-acre spacing unit, located within and upon the Lease owned by
the undersigned in the SE% of said Section 24. On or about
December 10, 1973, said application was approved by the New Mexico
0il Conservation Commission. On or about Decémber 27, 1973, an
amended application was filed, so as to designate D.L. Hannifin
and Joe Don Cook as the Operator to drill the said Merland #1
well, which application was approved by the New Mexico 0il Conser-
vation Commission on or abbut December 28, 1973. A copy of each
of said applications with 0.C.C. approval reflected thereon is
attached hereto as Exhibit "2" to this Affidavit.

6. That the said Deleware Formation underlying the Lease
and land of the undersigned, has not been force pooled with any
adjoining Leases or 1andé, and the said Michael P. Grace, II has
no ownership or other interest of any nature in and to the Deleware
Formation underlying the Lease of the undersigned, nor has the

said Michael P. Grace, II any interest in the said Merland #1

well.



7. That the New Mexico 0il Conservation Commission in
exercise of its administrative function, approved the applica-
tion of the undersigned to drill the Merland #1 Well, with such
approval being made by said Commission with full knowledge of
the location of said well, with reference to the location of the
Grace-Atlantic Well #1. Further, theundersigned, in making
said application, and in proposing to drill said Merland #1 Well,
were knowledgeable of the location of said Merland #1 Well with
reference to the location of the said Grace-Atlantic Well #1,
and all actions taken by the undersigned, and intended to be
taken in the future, were and will be prosecuted in a prudent
fashion, so as to totally avoid any possibility of the said
Merland #1 Well causing damage of any nature to the said Grace-
Atlantic Well #1, under which well, the undersigned have a
Fifty Percent (50%) ownership.

8. That on or about January 22, 1974, the undersigned
entered into a drilling contract with Cactus Drilling Company
for the drilling of the Merland #1 Well, to a depth of approxi-
mately 4,550 feet, and at a cost of Six Dollars Five Cents ($6.05)
per foot, with a commitment by the undersigned to cause the dril-
ling of said well to a minimum depth of 3,680 feet, or in the
event of a premature stoppage of work, to pay to Cactus Drilling
Company, all costs actually incurred, plus a stated sum of Three
Thousand, Three Hundred Thirty-Nine Dollars Sixty Cents ($3,339.60).
A copy of said Contract jis attached hereto and made a part hereof
as Exhibit "3" to this Affidavit.

9. That on or about January 23, 1974, the undersigned,
through Cactus Drilling Company, commenced operations to drill
the Merland #1 Well, and as of this date, in addition to well

site preparation and drilling rig installation, Cactus Drilling



Company has drilled to a depth of approximately 375 feet, and
has set 8-5/8 inch surface casing, to said depth in concrete,
at a total estimated cost to date to the undersigned of approx-
imately Nine Thousand Dollars ($9,000.00) and with continuing
déily stand-by costs, when Cactus Drilling Company is not in
operation drilling said well, of One Thousand Two Hundred Dollars
($1,200.00) per day, for which the undersigned are obligated by
contract.

10. That due to the present state of increased activity
’ in the o0il and gas industry in New Mexico, it is extremely diffi-
cult to obtain a drilling rig for oil and gas development opera-
tions, and if the undersigned are prevented from comtinuing with
drilling operations at the Merland #1 Well site, in addition to
the substantial economic loss resulting to the undersigned, it
is probable that they will lose the use and services of the Cactus
Drilling Company drilling rig, with resulting irreparable harm
to the undersigned.

11. That it is not geologically feasible to move the said
Cactus Drilling Company rig to a site proposed for the Merland
#2 Well, for the geology information possessed by the undersigned
indicates the probability of completing a producible Deleware
Formation oil well at the Merland #1 Well site, with actual well
production information to determine whether or not the Merland
#2 Well will, in fact, be drilled.

12. That the undersigned, in connection with their drilling
operations of the Merland #1 Well, are and will be subject to
all rules and regulations of the New Mexico 0il Conservation
Commission for prudent and safe operations, and further, the
undersigned, as Fifty Percent (50%) interest owners in and under

the Grace-Atlantic #1 Well, have no intention whatsoever in



connection with their Merland #1 Well operations of jeopardizing,
damaging or otherwise interfering with the operations and gas
production from the said Grace-Atlantic #1 Well, in its produc-
tion of gas from the Morrow Formation.

13. That with reference-to the drill site for the Merland
#1 Well, the undersigned and Cactus Drilling Company prepared
a drilling pad for the same, with the drilling rig and other |
drilling equipment having been placed thereon. The undersigned
acknowledge that said drilling pad adjoins and overlaps the
Grace-Atlantic Well #1 pad, and a portion of equipment may in
fact, be located upon the Grace-Atlantic Well #1 pad, however,
the same is not hazardous or dangerous to the Grace-Atlantic
Well #1, and all such drill site operations of the undersogned
have been performed by the undersigned pursuant to a surface
easement held by the undersigned, while the said Michael P.
Grace, II does not hold such an easement. A copy of the ease-
ment held by the undersigned is attached hereto and made a part
hereof as Exhibit "4" to this Affidavit.

14. That the Merland #1 Well is located 144 feet from the
Grace-Atlantic Well #l1. Further, in connection with the drilling
operations by the undersighed on the Merland #1 Well, the under-
signed have employed Eastman Whipstock, Inc., a company special-
izing in well drilling deviation control, to assist in and control
drift and direction of drift in drilling operations to insure
that said well does not cause hole damage to the Grace-Atlantic
Well #1. Also, Cactus Dfilling Company, in connection with
drilling operations upon the Merland #1 Well, have installed as
a safety measure, a blow-out prevention device upon the drilling
rig, under supervision of experienced Cactus Drilling Company

personnel.



DATED this 26th day of January, 1974.

///j;Z// 4225;m~322>

D.L. Hannifin

' Joe Don Cook ;:

SUBSCRIBED AND SWORN TO before me this 26th day of

January, 1974, by D.L. Hannifin and Joe Don Cook.

Notary Public

L )

iifMy Comm1551on Expires:
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Producer’s 88--(Producer’s Revised 1967) (N¢ wico) Form 342-V Printed ¢ ' sale by Holi-Poorbough Press, Inc., Roswell, N. M.
OIL & GAS LEASE

73
THIS AGREEMENT made this IOth day of July 19, between
Merland, Ince.

{Post Office Address)

.
D, L. Ifannifin
herein called lessor (whether one or more) and . lranee:

1. Lessor, in consideration of TEN AND OTHER DOLLARS in hand psid, receipt of which is here acknowledged, and of the royalties herein provided snd
of the agrevments of the lessee herein contained, hercby granta, leases and fets exclunively unto lessee for the purpose of investigating, explorink, prospeeting,
drilling. and operating for and producing oil and gas, injecting gas, waters, other fluids, and ajir into subsurface sirsta, laying pipe lines, storing oil, building
tanks, roadways, telephone lines, and other structures and things thereon to produce, save, take care of, treat, process, store and transport said minerals, the

rad
following dvecribed land in Y County, New Mexico, to-wit:

Townshin 22 South, Ranqe 26 East, N .M.P.M, .

Scction 24s SE%

160 —— acres, whether it actually

comprises more or less. O

2, Subject to the other provisions herein contained, this lease shall remain in force for a term of tehee ¥} yengf from this date fcalled “primary term™), and
as long thereafter as ail or gas, is produced from said land or iand with which said land is pooled. / "'.t(‘iﬂ

3. The rovalties 1o be paid by lessec are: (a) on oil, and on other liquid hydrocarbons saved at the well, ofewsawith of that produced and saved from said Jand,
same to be delivered at the wells or to the credit of lessor in the pipe line to which the wells may be connected; (b} on gas, including casinghead gas and ail gas-
eous substances, produced from sniil land and sold or used off the premises or in the manufacture of gasoline or other product therefrom, the market velue at 3
the mouth of the well of ThTXININT® of the gas 8o sold or used, provided that on gas soid at the wells the royalty shall b®MTMENth of the amount realized from
such sale; ic) and at any time when this lease is not valideted by other provisiona hereof ln_d there is a gas and/or com!enante well on said land, or land pooled
therewith, butl gas and/or condensate is not being 30 sold or used and such well is shut in, either before or after production therefrom, then on or before 90 days
after said well is shut in, and thereafter at annual intervals, lessee may pay or tender an advance annual shut-in royalty wedual to the amount of delay rentals
provided for in this lease for the acreage then held under this lease by the party making such payment or tender, and so long a8 said shut-in royalty is paid or
tendered this lease shall not terminate and it will be considered under all clauses hereof that gas isa being produced from the leased premises in paying quantities.
Each such payment shall be paid or tendered to the party or parties who at the time of such payment would be entitled to receive the royalties which would be
paid under thia lease if the well were in fact producing, or be pmid or tendered to the credit of such party or parties in the depository bank and in the manner
hereinafter provided for the payment of rentals.

4. 1f operations for drilling are not commenced on said land or on land pooled therewith on or before one (1) year from this date, this lease shall terminate

For the purpose of ¢alculating the rental payments hercinafter provided for, said land is estimated to comyt-i}
e
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5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof

with any other land, lease, leases, mineral estates or parts thereof for the production of oil or gas, Units pooled hereunder shall not exceed the standard pro-
ration unit fixed by law or by the New Mexico Oil Conservation Commission or by other lawful authority for the pool or area in which said land is situated, plus
a tolerance of 10’/. Lessee shall file written unit designations in the county in which the premiscs are located and such units may be designated from time to
time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all pur-
Doses, except the payment of royalty, ns operations conducted upon or production from the land described in this lease. There shall be allocated to the land
covered by this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease
or unit operations, which the number of surface acres in the land covered by this lease included in the unit bears to the total number of surface mcres in the
unit. The production so allocated shall be considered for ali purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals
from the portion of said land covered hereby and included in said unit in the same manner as though produced from said land under the terms of this lease.
Any pooled unit designated by lessee, as provided herein, may be dissolved by lessee by recording an appropriate instrument in the County where the land is sit-
uated at any time after the completion of a dry hole or the cessation of production on said unit. Lessee is further granted the rigzht and power to commit this
lease as to all or any portion of the above described lands or horizons thereof to any unit agreement for the purpose of conserving the natural resources of any
0il or yas pool, field or area covered thereby; provided, such unit agrcement contains usual and customary provisions for the allocation of oil and gas produced
from the unit area and such unit agreement embraces lands of either the United States or State of New Mexico or both, and the form of unit agreement has
been approved by either the United States Geological Survey or Commissioner of Public Landa or both and the New Mexico Oil Conservation Commission. and
upon such commitment the provisions of this lease shall be confarmed to the unit agreement.

6. If prior to the discovery of oil ar gas hereunder, lessee should drill and abandon a dry hole or holes hereunder, or if after discovery of oil or gas the
nroduction thereof should cease for any cause, this lease shall not terminate if lessee commences reworking or additional drilling operations within 60 days
thereafter and diligently prosecutes the same, or (if it be within the primary term) commences or resumes the payment or tender of rentals or commences
operations for driiling or reworking on or before the rental paying date next ensuing after the expiration of three months from date of abandonment of said
dry hole or holes or the cessation of production. If at the expiration of the primary term oil or gas is not being produced but lessee is then engaged in operations
for drilling or reworking of any well, this lease shall remain in force so Jong as such operations mre diligently prosecuted with no cessation of more than &0
consecutive days. If during the drilling or reworking of any well under this paragraph, lessee loses or junks the hole or well and after diligent efforts in gucd
faith is unable 1o complete said operations then within 30 days after the abandonment of said operations lessee may commence another well and drill the same
with due diligence. If any driiling, additional drilling, or reworking operations hereunder result in production, then this lease shall remain in full force so lung
thereafter as oil or gas is produced hereunder.

7. Lensee shall have free use of oil, gas and water from said land, except water from lessor’s wells and tanks, for all operaticns hereunder, and the royalty
shall be computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and
fixtures placed by lessee on said land, including the right to draw and remove all casing. When required by lessor, leasee will bury all pipe lines on cultivated
lands below ordinary plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or barn now on said land without lessor's con-
sent. Lessor shall have the privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling
thereon, out of any surplus xas not needed for operations hereunder.

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to the heirs, executors, administrators.
Buccessors and assigns; but no change or division in the ownership of the land, or in the ownership of or right to receive rentals, royalties or payments, however
accomplished shall operate to enlarge the oblikations or diminish the rights of lessee; and no such change or division shall be binding upon lessee for any pur-
pose until 30 days after lessee has been furnished by certified mail at lessee's principal place of business with acceptable instruments or certified copivs
thercof constituting the chain of title from the original lessor. If any such change in ownership occurs through the death of the owner, lessee may pay or
tender any rentals, royalties or payments to the credit of the decensed or his estate in the depository bank until such time As lexsce has been furnished with
evidence satinfactory tao lewsee am to the persons entitled to such suma. In the event of an assignment of this lease as to a segregated portion of said land, the
rentuls puysble hereunder shall be apportioned an between the several leaschold owners ratably according to the surface area of each, and default in rental
bayment by one whall not sffeet the rightn of other leanchold owners hereunder. An assignment of this lease, in whole or in part, ahall, to the extent of such
unsignment, relieve and discharge lowsce of any obligationa hercunder, and, if lesace or assignee of part or parts hercof ahall fail or make default in the paymwent
of the proportionute part of the rentals due from such lesaee or aasignee or fail to comply with any other provision of the lcase, such default shall not affect this
lease in 80 fur an it covers & purt of said lands upon which lessee or any sssignee thereof shall so comply or make such payments. Rentals as used in this
paragraph shall slso include shut-in royalty.

9. Should lessce be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations here
under, or from producing oil or gas hereunder by resson of scarcily or inability te obtain or use equipment or material, or by operation of force majeure. or
hy any Federal or state law or any order, rule or regulation of governmentai authority, then while so prevented, lessee’s duty shall be suspended. and lemsee
shall not be liable for failure to comply therewith: and this lease shail be extended while and so long as lessee is prevented by any such cause from conducting
drilling or reworking operations on or from producing oil or gas hereunder: and the time while lessee s 30 prevented shall not be counted against lessve
anything in this Jease to the contrary notwithstanding. '

10. Lansor herchy warrants and agrees to defend the title to said land, and agrees that lessee, at its option. may discharge any tax, mortgage. or other
lien upon said land, and in the event lensce does mo, it shall be subrogated to such lien with the right to enforce same and apply rentals and ruyalties accruing
hereunder toward satinfying sume. Without impairment of leasce's rights under the warranty, if this lease covera m less intereat in the oil or gas in all or any
burt of said land than the entire and undivided fee simple eatate (whether lessor's interest is herein specificd or not) then the royaltice. shut-in royalty, rental
and other puyments, if any, aceruing from any part as to which this lease covers Jeas than such full intercat, shall be paid only in the proportion which the
interest therein, if &ny, covered by this Jesse, beara to the whole and undivided fee simple estate therein, Should any one or more of the partice named abave as
lessors fail to execute this lease, it shall nevertheless be binding upon the party or parties executing the same.

11, Lendsve, ilu/his succesnors, heirs and assigne, shall have the right at any time to surrender this lease, in whole or in part, to lessor or his heirs, succes.
sors, and mssizns Ly delivering or mailing a release thereof to the lessor, or by placing a relcase thereof of record in the county in which said land is situated ;
thereuyon iessve aheil be relieved from wll obligations, expressed or implied, 1 agreement a8 to acreage 20 aurrendered, and thereafter the rentale an
shut-m royaity payabie hereundey shall be reduced in the proportion t:-t the aereage covered horeby is reduced by eaid rel or rel

' o . Merland, Inc.
Executed u?a day apd ynr;tm!‘)bov ,wrmnl.
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STATE OF NEW MEXICO, INDIVIDUAL ACKNOWLEDGMENT (New Mexico S8hort Form)

County of 7
The foregoing instrument was acknowledged before me this ' day of
19 by - Y
hY
My Commission expires. 19 Notary Public

NEW MEXICO,
. STATE OF INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)

County of
The foregoing instrument was acknowledged before me this . day of.
1]
19 by
My Commission expires , 19 Notary, Public

STATE OF NEW MEXICO, '
INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)

‘ County of.

The foregoing instrument was acknowledged before me this day of.

19 by
(S }
My Commission expires. , 19 . Notary Public
STATE OF .
INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)

County of :

The foregoing instrument was acknowledged before me this . day of
19 by
My Commission expires. , 19 ’ o Notary Public
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STATE OF NEW MEXICO CORPORATION ACKNOWLEDNRG
< . " C M g 3
County of é Cles I:?NT (New Mexico Short Form)
A . . / % b / S
The foregoing instrument was acknowledged before me this : day of A C , 197
by Merla‘nd, IncC,. , /( . %9/)4:( 0‘4‘ < President
T g . 7 ) - .
of ,/;/‘L; 04/51;/(/_, ’74( (e a ):/Cdu' /)/’(L{//(( corporation
on behalf of said corporation. A’// - }
L. . / 7“)/ P £ :;: -é(( Cet € gz o
My Commission Expires: : ity LT TS _ ’ Notary Public
STATE OF
CORPORATION ACKNOWLEDGMENT (New Mexico Short Form)
County of.
The forcgoing instrument wus ucknowledgdd before me this e day ot . 0
by ' President

a corporation

of
on benalf of said corporation,

My Coraraission Expires: Notary Public
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NO. OF COPILS RECLIVED

OISTRIBUTION NEW MEXICO Oil. CONSERYATION COMMISSION Form (:-llm .
— Y Ravinnd 1-1-6%
SANTA FE
R E C h ' V E D 5A. Indirate Type of Leane
FILE
U,.5.G.S. ‘ sSTATCL ree
LAND OFFICE _ NOV 2 1 1973 .5, State O1l 4 Gan Leagse No.

1
orERATOR =" |
APPLICATION FOR PERMIT TO DRILL, DE&FM'&EX]Q@ACK . \\\\\\\\\\\\\\\

. Unit Aqrenmenl Mame

ia. Type of Work

DRILL peePeN [ PLUG BACK [ ] -
b. Type of Well 8., Farm or Lease Name
~ sINGLE MULTIPLE
\c\'lI:LLL E evA:su. D OTHER ZONE ZONE l‘mrlﬂnd
9, Well No,

o Nume 0: Qperator

e L. Lonniflin
3, Address ot Qperator 10. Firld and Pool, or V/ildcat
P. O. Dox 245, Roswell, Row chico 68201 Wildcat Dclawcro

1. Location of Well
UNIT LETTER

FOET FROM THE

_T_aTI \\\\\\

o8]

[ 2% ]

AND

9, Proposed Depth 19A. Formatlon 20 Rotary or C.T.

4550 Dolavara ., Rotary

%/
/

ol wlevations (Show whether D, R, ete. ) 21A. Kind & Status Plug. Bond | 21B. Drilling Contrdctor 22. Approx. Date Work will start
Caa=lloll Cactus Drilling Co. rebe. 1, 1974
13,
PROPOSED CASING AND CEMENT PROGRAM
Slzg OF HOLE SIZE OF CASING | WEIGHT PER FOOT SETTING DEPTH |SACKS OF CEMENT EST. TOP
S ¢ —5/C~ 20 375 200 . Guriaca
= 'y aine 53 dded 3314 ' 200 APPXOX. 4300

Surizca casing will bo set at approx. 375 and cement oirculated to gurface
WO C time will Do 18 hrs. then blowout preventexs will be installed and
testod daily during dxilling

APPROVAL VANLESS

.. g0 DAYS U
J ;gfum; COMMENCED:

340 24—
EXPIRES - ‘

i\ ABOVE SPACE DESCRIBE PROPOSED PROGRAM! IF PROPOSAL IS TO DEEPEN OR PLUG BACK, GIVE DATA ON PRESENT PRODUCTIVE IONE AND PROPOSED MEW PRODUCe
VE ZONE. GIVE BLOWOUT PREVENTER PROGRAM, IF ANY.

hereby certify that the information sbove ls true and complete to the best of my knowledge and bellef,
— “»

gned O/ AA"/'»-—-;*" Title__» //‘:MM Date ///" /Z/' - o

(This space for State Use)

reROVED By > riree Ol ARD 648 INSPECTOR oare DEC 101573

ONDITIONS OF APPROVAL, IF ANYY

Cement must bo circulated to
. S/t .
aurface hehind_& yd i casing

5{‘ iéi?‘ :2 "



NEW MEXICO OIL. CONSERVATION COMMISSION Form C-102
Supersedes C-128

" L LOCATION AND ACREAGE DEDICA™ N PLAT puperacdes ok
All distances must be from the outer boundaries of the Section.
eratct eose ell No.
PID . L. Hannifin - Merland Mot

b rsd A - -
Unit Lefic? ™ soxivrtine s odd Townshi | Rotwpe e s County
J 22 8 26 E Eddy
Actucl Feotage Location of Wells
(0,07 Seuth
1870 feet from the cs'St line and 2 {eet from the line
Gtounc.l' Level Elev, Producing Formation Pool Dedicated Acreage;
Deleware wildcat 40—2c=e
o bt i b Yor

1. Outline the acreage dedicated to the subject well by colored pencil or hachure marks on the plat below.

2. If more than one lease is dedicated to the well, outline each and identify the ownership thereof (both as to workiﬁg
interest and royalty).

3. If more than one lease of different ownership is dedicated to the well, have the interests of all owners been consoli-
dated by communitization, unitization, force-pooling. etc?

(] Yes [ No If answer is *‘yes;’ type of consolidation

If answer is ‘‘no;’ list the owners and tract descriptions which have actually been consolidated. (Use reverse side of

this form if necessary.)

No allowable will be assigned to the well until all interests have been consolidated (by communitization, unitization,
forced-poolmg. or otherwise) or until a non-standard unit, eliminating such interests, has been approved by the Commis-
sion.

CERTLFICATION

talned herein Is trve and complete to the
best of my knowledge ond belief.

Name

[

i

r , |

| ’ | hereby certify that the Information con-
!

|

’ . Position

- Company

|

|

' .

}', . Date
i

Sr~2) - T Z

I87D . S ! hereby certify thot the well location
' shown on this plot wos plotted from field

/\

notes of octual surveys made by me or
under my supervision, and thot the some
is true and correct to the best of my
knowledge ond belief.

i A G al S pE— — ——— . —— m—— — —— - el —— D G e e e

Nev. 9’ 1973
Date Surveyed s 72 S
: -"- ST
j;/“_ —'Z“.{* i -‘/L' T o

|
f -
| . Mlstored Ptolesslen.gn’l/tnqineet o
J
i
|

200¥

&/or Land Surveyq:.\
et

:Lo,,;;-.:.. =

v~ - . . ‘ “e o .:
Mo 220 _l" - ::c N
eSS pras o~ M:_—_'_:M:::l::‘ C’"m‘-“"' N?‘.‘_ s }-. el ‘_.-‘ ‘\

R LTI

~ -~
[} 330 600 ‘90 1320 1680 1980 2810 2040 2000 1800 - 1000 80Q -, /! (AR n\‘
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| BLENDEN, McCORMICK ano NORRID, P. A.

Dick A. BLENDEN | Arronnsya AT Law Tawzrnons 887-2303
Miciast F. McCORMKK | P o;vb";"" 370 Azna Coos 506
Buroad (. Nornio 211l Wear Meauod
" ° . ; CanLEBAD, Naw Muxico 88230 In Rarvy ."? To:
j .
P December 7, 1973
1 REC eIV ED
Mr. W. A. Gressett, Supervisor & DEC1 01973
_ Oil & Gas Inspector ' '
Oil Conservation Commission . o.c.C.
Drawer DD - ARTESIA, pFrick

Artesia, New Mexico 88210

- Dear Mr. Gressett:

' This letter is to inform you that the City of Carlsbad has no dbjection
to the following proposed location of a Hannifin well in the Sec. 24, T 22 §,
R26E} NoMoPoMn: Ps

|
: A well site lying 2, 004 ' from the South line
; and 1, 870" from the East line of said sectioq. .

' I am informed that that location will not interfere with the operations
of the Cavern City Air Terminal. As long as the well is drilled at the above
location, the City of Carlsbad has no objection to drilling permits being issued.

! Very truly yours,

: " MICHAEL F. McCORMICK

City Attorney

MFMecC:br
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Form C-101
Revined i-1-65

SA. Indicate Type of Leano

rEC E]

STATE

.5, State Oll & Gas L.ease No.

APPLICATION FOR PERMIT TO DRILL, DEEPEN, OR PLUG BACK

la. Type of Work

orILL F¢]

b. Type of Well

peePEN [

PLUG BACK [

7. Unit Agreemenl Name

AT

8, Farm or LLeuse Name

o S R - orun st (%] Moo Morland
2. Name ol Operator 9. Well No,
D. L. Eannifin & Joe Don Cook 1
3. Address ot Operator 10. Field ond Pool, or Wildcat
P. O, Jcit 94 Reowoll, Now Meotico 88201 Wi 1dCut Dolawara
1. Locatien of Well UNIT LETTER J LOCATED 2004 FEET FROM THE &Lm: \
AND 1:7 :"‘:\ 2, RGE . NMPM

\\\\\\\\\\\\\\\\\\\\\\\\\\'\\\\\\\\\\\\\\\\\

12. Counly

NN

\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\

9, Proposed . Formation 20. Rotary or C.T,
\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\ 4550 polavsra | motary
. L.evations (Show whether DF, RT, 21A. Kind & Status Plug. Bond | 21B. Drilling Centractor 22. Approx. Date Work will start

nlaniioe Cactus Drilling Co.| Peb. 1, 1974
2 - PROPOSED CASING AND CEMENT PROGRAM
SIZE OF ‘HOL.E SIZE OF CASING | WEIGHT PER FOOT | SETTING DEPTH |SACKS OF CEMENT EST. TOP
12 8 5/8% 20 375 200 Surfaca
7 7/8*% 53 15.5 4559 500 Approx. 1800

surfaco cosing will be sot at approx. 375 and cement cirxculated to surface

W O C tima will be 18 hrs. than blowout preventers will be installod and

tested daily during drilling.

APPROVAL YALID
FOR=RO=DAYS UNLESS
DRILLING COMMENCED,

EXPIRES 2.l O 7

IN ABOVE SPACE DESCRIBE PROPOSED PROGRAM! IF PROPOSAL IS YO DEEPEN OR PLUG BACK, GIVE DATA ON PRESENT PRODUCTIVE ZONE AND PROPOSED NEW PRODUCe
TIVE ZONE. GIVE BLOWOUT PREVENTER PROGRAM, IF ANY.

I hereby cenify/:hal the inf

cfm)xlun above is true and complete to the best of my knowledge and belief,
)

Liv~—~ @,
Slgned @ i ) — "”- P S il Tiele « oporator Date 12-21-73
7
(This space for State Use)
APPROVED BY // ﬂ TTLe QUL AND GAS ISPECTOR DATE DEC 2R 1973

CONDOITIONS OF APPROVAL, IF ANY}

Cement must bo

circulated to

surface behind__&_mcasing




Rev. Feb. 1972

™ 2-72
INTERNATIONAL ASSOCIATION OF DRILLING CONTRACTORS
ROTARY DRILLING BID PROPOSAL AND CONTRACT Contract Owners
Numbers
Contractor’s

ro: _Cactus Drilling Company
P.O. BO.‘C 206‘8,

Hobbs, New Mexico 88240

Please submit bid on this drilling contract form for performing the work outlined below, upon the terms and for the consid-
eration set forth, with the understanding that if the bid is accepted by

__D. L. Hannifin & Je< Oow Cesl”

this instrument will constitute a contract between us, Your bid should be mailed or delivered not iater than _ = = = P.M. on

Japvary 25, 1974  to the following address: ' ’
- [ vl il e [TCXI<e
el el

DRILLING CONTRACT entered into between the parties designated as follows:

OWNER: D. L. Hannifin Joe  Pon (unk
P.0. Box 182, PO Bex |59
Address: Roswell, New Mexico 88201 R Sl /é Zkeg) M ex gg:‘ o §&2¢
CONTRACTOR: Cactus Drilling Company

P.0. Box 2068,

Address: ___Hobbs, New Mexico 88240

IN CONSIDERATION OF the mutual promises and agreements herein contained and the specifications and special provisions
set forth in EXHIBIT “A” attached hereto and made a part hereof, Owner engages Contractor as an independent contractor to
drill the hereinafter designated well in search of oil or gas, in conformity therewith.

1. LOCATION OF WELL:

Weil Name RaED .
and Number: County:__Lddy State:New Mexico

Well location and .
Field Name: land description: -2 -

2. TIME EEMENT:  Subject to Rig availability
Contractor agrees to commence operations for the drilling of well by the zm__day of _d anuary , 1924,
or within days from the date of completion of roadway and other ingress or egress facilities, and the clearing

and grading of location, whichever is the later date, and to thereafter prosecute operations hereunder with due diligence and
without undue delays or interruptions. It is agreed by both parties that time is of the essence of this contract.

3. DEPTH:

Subject to the right of Owner to direct the stoppage of work at any time (as provided in Par. 6), the well shall be drilled to .
the depth as specified below: )

3.1 Contract Footage Depth: The well shall be drilled to 14'600 feet or Delaware

formation, or to the depth at which the__________inch casing
(oil string) is set, whichever depth is first reached, on a footage basis and Contractor is to be paid for such drilling at the
footage rate specified below, which depth is hereinafter referred to as the contract footage depth.

3.2 Day Work Basis Drilling: All drilling below the above specified contract footage depth shall be on a day work basis and
Contractor shall be paid for such drilling at the applicable day work rate specified below.

3.3 Complete Day Work Basis Drilling: If all operations hereunder are performed at applicable day work rates, provisions
of this contract applicable to drilling on a “footage basis” shall not apply.

3.4 Maximum Depth: Contractor shall not be required to drill said well under the terms of this contract below a maximum
depth of 4600 feet.

4. FOOTAGE RATE, DAY WORK RATES, BASIS OF DETERMINING AMOUNTS PAYABLE TO CONTRACTOR:

Owner agrees to pay Contractor for the work performed, services rendered, and material, equipment, and supplies furnished
by Contractor a sum computed on the following rates:

4.1 For work performed on a footage basis the rate will be $§LQL%.])&' linear foot of hole drilled determined by
steel line measurement from the surface of the ground if Contractor digs cellar, or from the bottom of the cellar if Owner digs
cellar, less footage made in regular size hole while working on day work basis.

4.2 For work performed on a day work basis the day work rate per twenty-four hour day with____ 4 man crew shall be:

- - __Without Drill Pipe With Drill Pipe
Per Day Per Hour Per Day Per Hour
From Surface To Depth Of ___lkéQ.Q__.ft. $ l.,.}jQ_A_Q.Q_S .5.6.;.2.5___3.1.,.‘0.5.0...0.0_5 ﬁﬂ.m___
From ft. To _fe. $ $ $ $
From ft. To ft. $ $ $ $
From ft. To ft. $ $ $ $

(Contract Page 1)



Stand By Time Rate: Slz,QQgQQl’er Day $__5_O_oO_Q____Per Hour

If under the above column “With Drill Pipe” no day work rate is specified, then the day wm:k rate per g4-hour day when
drill pipe is in use shall be the applicable day work rate specified above under the column “Without Drill Pipe” plus compen-

sation for additional expense in an amount equal to (a)__=_ = = cents per foot per day on_= e = jnch drill pipe, and

(b~ =~ = cents per foot per day on_=_ = = inch drill pipe, computed on the basis of the maximum drill pipe in use
at any time during each 24-hour day.

Drill pipe shall be considered in use not only when in actual use but also while it is being picked up or laid down, When drill
pipe is standing in the derrick it shall not be considered in use, provided, however, that if Contractor furnishes special strings
of drill pipe, drill collars, and handling tools as provided for in Par. 7.13 and 7.14 of Exhibit “A”, attached hereto and made a
part hereof, the same shall be considered in use at all times when on location or until released by Owner. If Contractor is
drilling with Owner's tubing, or drill pipe, the charge on the day work rate basis shall be construed as without drili pipe unless
otherwise specified in Par. 25. In no event shall fractions of an hour be considered in computing the amount of time drill pipe
is in use but such time shall be computed to the nearest hour, with thirty minutes or more being considered a full hour and less

than thirty minutes not to be counted.
4.3 Work Stoppage Rate: $l\lA___Per Day § = e e  Per Hour

" The above rate shall apply under the following circumstances: _

(a) During any continuous period that normal operations are suspended or cannot be carried on due to weather, water
conditions, or due to Federal, State or Local governmental action. It is understood, however, that Owner shall have the right
to release the rig in accordance with Owner's right to direct stoppage of the work (See Par. 6), effective when conditions will
permit the rig to be moved from the location,

{b} During any period when Contractor has notified Owner that the rig is available for movement to the drilling site and
movement cannot be accomplished because of Owner's failure or inability to furnish and/er maintain adequate roadway and/or
canal to location and/or location and/or weather prevents positioning the rig on a water location drill site.

{¢) During any period after operations under this Contract have been completed and Owner has released the rig and the
same cannot be dismantled and/or transported from the location due to inadequate roadway or canal or weather or water con-
ditions which will not allow such activity to be conducted with reasonable safety.

44 In the event it is necessary to shut down Contractor’s rig for repairs or maintenance while Contractor is performing
day work hereunder, Contractor shall be allowed compensation at the applicable day work rate for sach shut down time up to

a maximum of ____ &  hours for any one repair or maintenance job. 214. Hours per month

4.5 Standby time shall be defined as the time when the rig is shut down although in readiness to begin or resume opera-
tions but Contractor is waiting on orders of Owner or on materials, services or other items to be furnished by Owner.

4.6 Owner shall reimburse Contractor for the costs of material, equipment, work, or services which are to be furnished by
Owner as provided for herein but which for convenience are actually furnished by Contractor at Owner’s request.

4.7 The term day work shall apply to the work performed by the Contractor at a stipulated sum per day as distinguished
from work for which the Contractor is compensated at a stipulated price per foot of hole drilled. Unless otherwise provided
herein, the term day work shall include the following work performed by the Contractor: (a) All drilling below the contract
footage depth as provided in Par. 3.1, including the setting of any string of casing below such depth; (b) All work performed
by the Contractor, whether or not prior to reaching the contract footage depth, in an effort to restore the hole to such con-
dition that further drilling or other operations may be conducted, in the event of loss of or damage to the hole as a result of
the failure of Owner's casing or equipment either during or after the running and setting of such casing or as a result of
the subsequent failure of the cementing job resulting in parted casing; (c) All other work performed by Contractor at the re-
quest of Owner, regardless of depth, which is not within the scope of the work to be performed on a footage basis, including
all coring, drill stem testing, bailing, gun or jet perforating, electric logging, acid treatment, shooting, cleaning out, hydraulic
fracturing, plugging, running tubing, setting liners, squeeze cementing, abandoning well and installation of well head equipment.

4.8 1In determining the amount of day work time for which the Contractor is to be compensated at the applicable day work
rate, it is agreed that such day work time shall begin when Contractor at the request of Owner suspends normal drilling opera-
tions being conducted on a footage basis for the purpose of conducting operations to be performed hereunder on a day work
basis. There shall be included in day work time any time required to condition the hole preparatory to performing such day
work and also the time required to restore the hole to the same drilling conditions which existed when operations were suspended
for the purpose of beginning day work, in order to again resume normal drilling operations.

5. TIME OF PAYMENT:

Subject to Owner’s right to require that Contractor furnish him with satisfactory evidence that Contractor has paid all labor
and material claims chargeable to Contractor, payment becomes due by Owner to Contractor as follows:

5.1 If the well is drilled to total depth on a footage basis, payment becomes due for all services (footage and day work)
when Contractor completes the performance of the services which he agrees to perform under this contract and the acceptance -
thereof by the Owner; provided, however, if Contractor prior to the completion of the contract performs a substantial amount
of day work, payment for such day work shall be due and payable upon presentation of invoice therefor at the end of the
month in which such day work was performed.

5.2 If the entire hole or the bottom section of the hole is drilled on a day work basis, payment shall become due as follows:
Upon Contractor’s completic.  of the footage basis drilling to the depth specified above and upon acceptance by the Owner of
the hole as drilled to such depth in accordance with this agreement, payment becomes due for all footage drilled and for all
work performed on a day work basis to the date of completion of the footage drilled. Payment for drilling and other work
performed at day work rates below the depth specified at which day work basis drilling commences shall become due upon
acceptance by Owmner of the work performed in accordance with this contract upon presentation of invoice therefor upon

. completion of the well or at the end of the month in which such day work was performed, whichever shall first occur.

5.3 Any sum or sums not paid within_lgL__days after the due date hereinabove specified shall bear interest at the rate of

__l___percent »¥xabove i rom such date until paid.

6. STOPPAGE OF WORK BY OWNER OR CONTRACTOR:

6.1 OWNER'S RIGHT: Notwithstanding the provisions of Paragraph 3 with respect to the depth to be drilled, the Owner
shall have the right to direct the stoppage of the work to be performed by the Contractor hereunder at any time prior to reaching
the specified depth, and even though Contractor has made no default hereunder, and in such event Owner shall be under no
obligation to Contractor except as set forth in subparagraph 6.3 hereof.

6.2 CONTRACTOR’S RIGHT: Notwithstanding the provision of Paragraph 3 with respect to the depth to be drilled,
in the event the Owner shall become insolvent, or be adjuticated a bankrupt, or file, by way of petition or answer, a debtor’s
petition or other pleading sceking adjustment of Owner’s debts, under any bankruptey or debtor’s rclief laws now or herafter
prevailing, or if any such be filed against the Owner, or in case a receiver be appointed of the Owner or Owner's property, or
any part thereof, or the Owner’s affairs be placed in the hands of a Creditor’s Committee, Contractor may, at his option. elect
to terminate further performance of any work under this contract and Contractor’s right to compensation shall be as set
forth in subparagraph 6.3 hereof. In addition to Contractor's right to terminate performance hereunder, Owner hereby expressly
agrees to protect, indemnify and save Contractor harmiess from any claims, demands and causes of action, including all costs
of defense, in favor of Owner, Owner's joint venturers, or other parties arising out of any drilling commitments or obligations
contained in any lease, furmout agreement or other agreement, which may bhe affected by such termination of peformance hereunder.

6.3 (a) If such work stoppage occurs prior to the spudding of the well, Owner shall pay to Contractor the sum of the
following: (1) ull expenses reasonably and necessarily incurred and to be incurred by Contractor by reason of the contract and
by reason of the premature stoppage of the work, excluding, however, expenses of normal drilling crew and supervision; (2) ten
percent (10%) of the arnount of such reimbursable expenses; and (3) a sum calculated at the standby rate for all time from the
date upon which Contractor commences any operations herunder down to such date subsequent to the date of work stoppage as
will afford Contractor reasonable time to dismantle his rig and equipment,

(Contract Page 2)



(b) If such work stoppage occurs after the spudding of the well, Owner shall pay the Contractor (1) the amount owing
Contractor at the time of such work stoppage under the footage rate, applicable day work rate, and standby rate; but in such event

Owner shall pay Contractor for a minimum footage of _}__&Q____fect regardless of whether or not the well has heen drilled
to such depth at the time of work stoppage; or (2) at the election of Contractor and in lieu of the foregoing Owner shall pay
Contractor for all expenses reasonable and necessarily incurred and to be incurred by Contractor by reason of this contract and

by reason of the premature stoppage of work plus the sum of § 3;339-60 .

7. OPTIONAL RIGHY OF OWNER IN THE EVENT OF DEFAULT BY CONTRACTOR:

In the event Owner is dissatisfied with the performance of Contractor hercunder on account of unreasonably slow progress
or incompetency in the performance of the contract as a result of causes reasonably within the control of Contractor, Owner
shall give Contractor writlen notice in which Owner shall specify in detail the cause of his dissatisfaction. Should Contractor
fail or refuse to remedy the matters complained of within five days after the written notice is received by Contractor, Owner
shall have the right at his option to take over the operation of Contractor's equipment for the purpose of completing the drill-
ing of the well. Should such drilling operation be taken over by the Owner, the cost of the operations conducted by Owner,
without any allowance to Contractor for the use of drilling tools, machinery, and appliances of Contractor, shall be deducted
from the contract price calculated in accordance with the terms of this contract as though Contractor had completely performed
said contract; and the balance, if any, shall be paid to Contractor. Owner shall return such drilling tools, machinery, and ap-
pliances to Contractor when drilling of said well has been completed in as good condition as when taken over by Owner, normal wear
and tear excepted. In event drilling operations are taken over by Owner as herein provided, all operations thereafter conducted shall
be at risk of Owner and indemnity provisions of this contract shall not apply to such operations by Owner.

8. CASING PROGRAM:

8.1 The casing program to be followed in the drilling of said well is set forth in FExhibit “A", and the Contractor shall
drill & well sufficient in size to set at the approximate depth therein indicated the size of casing so specified. The exact setting
depths for each string of casing shall be specified by the Owner. The Owner may modify said casing program provided any
modification thereof which materially increases the Contractor’s hazards or costs of performing his obligations hereunder
can only be made by mutual consent of Contractor and Owner.

8.2 The setting of any string of casing within the footage contract depth shall be performed by Contractor and the com-
pensation payable to Contractor at the footage rate shall cover such work, which work shall include rig time for cementing
casing, testing cement jobs on each string of casing, and the time required by governmental regulatory authorities having jur-
isdiction thereof or as directed by Owner for allowing cement to set. If, however, time so required is in excess of “allowed cement
time” as specified in Par. 1 of Exhibit “A", all work performed and time consumed in cementing or recementing and for allowing
cement to set shall be paid for at applicable day work rate. Allowed cement time will start at the time the plug hits bottom.

8.3 The setting of any string of casing below the footage contract depth shall be performed by Contractor under the
direction of Owner but Owner shall pay Contractor for all time so consumed at the applicable day work rate.

8.4 Before each string of casing is run, Contractor agrees to condition the walls of the holc if necessary, so that the hole
is free from obstructions which might impede the lowering of the casing. Contractor agrees to keep thread protectors on the casing
until it is run and to grease the threads as it is made up with a suitable pipe lubricant furnished by Owner.

8.5 Owner reserves the right to require Contractor to set strings of casing or liners in addition to those listed (subject to
the limitations upon Owner's right to modify the casing program as provided for in Par. 8.1) and in such event Contractor
agrees to provide rig time for cementing and testing cement on such liners and strings of casing and to provide rig time for
performing cement squeezing jobs as required by Owmer. Owner shall pay Contractor for time consumed by such work at the
applicable day work rate. :

9. LABOR, EQUIPMENT, MATERIALS, SUPPLIES, AND SERVICES:

The furnishing of labor, equipment, appliances, materials, supplies, and services of whatever character necessary or proper
in the drilling and completion of said well and not otherwise specifically provided for herein shall be furnished by Contractor or
Owner as specified in Exhibit “A" attached hereto and made a part hereof.

10. DRILLING METHODS AND PRACTICES:

10.1 Contractor agrees to perform all work to be conducted by him under the terms of this contract with due diligence and
care and in a good and warkmanlike manner and shall provide a competent superintendent to supervise the work.

10.2 Contractor shall maintain well control equipment in good condition at all times and shall use all reasonable means to
control and prevent fires and blow-outs and to protect the hole.

10.3 Subject to the terms hereof, at all times during the drilling of the well, Owner shall have the right to control the mud
program, and the drilling fluid must be of a type and have characteristics acceptable to Owner and be maintained by Contractor in
accordance with the specifications shown in Par. 2 of Exhibit “A”. No change or modification of said specifications which materi-
ally increases the Contractor’s hazards or costs of performing his obligations hereunder shall be made by Owner without consulta-
tion with and consent of the Contractor. Owner shall have the right to make any tests of the drilling fluid which may be necessary.
Should no mud control program be specified by Owner in Exhibit “A”, Contractor shall have the right to determine the mud
program and the type and character of drilling fluid during the time that Contractor ia performing work upon a footage basis
under the terms of this contract.

10.4 Contractor shall measure the total length of drill pipe in service with a steel tape at the point where the contract foot-
age depth has been reached; and when requested by' Owner, before setting casing or liner and after reaching final depth.

10.5 Contractor agrees to furnish equipment, workmen and instruments acceptable to owner and to make slope tests as pro-
vided in the Exhibit “A”. Unless operations are on a day-work basis, all such slope tests shall be made at contractor’s sole risk,
cost and expense. If, in the opinion of the owner, it becomes advisable to obtain the use of an additional slope test instrument and
accessory equipment for the purpose either of checking previous readings or of determining the direction of the drift, the rental
charges therefor shall be paid by owner, and the running of same shall be on a day-work basis. Should the hole at any depth
during the time contractor is performing work on a footage basis, have either a deviation from vertical or a change in over-all
angle in excess of the limits prescribed in Exhibit “A", Contractor agrees to restore the hole to a condition suitable to the owner
either by conventional methods and procedures while drilling ahead or by cementing off and redrilling. While operations are being
performed on a “Day Work Basis”, or during “Complete Day Work Basis Drilling”, contractor agrees to exercise due diligence and
care to maintain the straight hole specifications, if any, set forth in paragraph “3" of Exhibit “A™ but all risk and expense of
maintaining such specifications or restoring the hole to a condition suitable to the Owner shall be assumed by Owner.

11. COMPLETION TESTS AND INSTALLATION OF WELL CONNECTIONS OR ABANDONMENT:

Contractor will either complete the well and install well head equipment and connections or plug and abandon same, in accord-
ance with Owner's instructions, at the applicable rates set forth in Par. 4 above, using equipment, materials and services to be
furnished and paid for by either Owner or Contractor as specified in Exhibit “A”,

12, CCRING AND CUTTINGS:

12.1 As directed by Owner and utilizing the type of coring equipment specified and furnished as shown in FExhibit “A”
gontractor agrees at any time to take either rat-hole or full hole conventional or wire line cores in the manner requested by Owner.
Regardless of depth, all coring shall be paid for at the applicable day work rate. All coring footage shall be deducted from the
total faotage charge if the well is being drilled on footage basis at that depth. Reaming of the rat-hole shail be paid for at the
applicable day work rate.

12.2 When requested by Owner, Contractor shall save and identify the cuttings and cores, free from contamination, and place
them in separate containers which shall be furnished by the Owner; such cuttings and cores shall be made available to a repre-
sentative of Owner at the location.

(Contract Page 3)



13. FORMATIONS DIFFICULT OR HAZARDOUS TO DRILL:

13.1 In the event chert, pyrite, quartzite, granite, igneous rock or other impcpetrnhle'su‘hstance, is encountered while drilling
on the footage basis and the footage drilled during each twenty-fnur (24) hour period multiplied by the foolage rate does not equal
the applicable day work rate plus cost of bits, all drilling operations shall be conducted on a day work basis at the apphrahlo'llay
work rate, with Owner furnishing the bits, until normal drilling operations and procedures can be resumed. The footage drilled

on day work rate shall be deducted from the footage charge.

13.2 In the event water flow, domal formation, abnormal, pressure, underground mine or cavern, heaving shale, or other similar
formation, salt or other similar condition is encountered which makes drilling abnormally difficult or hazardous, causes sticking
of drill pipe or casing, or other similar difficulty which precludes drilling ahead under reasonably normal procedures, Contractor
shall, in all such cases, without undue delay, exert every reasonable effort to overcome such difficulty. When such condition is en-
countered, further operations shall be conducted on a day work basis at the applicable dqy work rate until such conditions have
been overcome and normal drilling operations can be resumed. Owner shall assume the risk of less of or damage to the hole and
to Contractor's equipment in the hole from the time such condition is encountered. The footage drilled while on day work basis

shall be deducted from the footage charge.

13.5. In the event loss of circulation or partial loss of circulation is encountered, Contractor shall, without undue delay, exert
every reasonable effort to overcome such difficuity. When such condition is encountered, Owner shall assume risk of loss of or
damage to the hole and to Contractor’s equipment in the hole. Should such condition persist in spite of Contractor's ‘efforts to

overcome it, then after a period of 12 ____hours time consumed in such efforts, further operations shall be conducted
on a day work basis at the applicable day work rate until such condition has been overcome and normal drilling operations
can be resumed. The total rig time furnished by Contractor under the terms of this paragraph shall be limited to a cumulative

12 hours. The footage drilled while on day work basis shall be deducted from the footage charge.

14. REPORTS TO BE FURNISHED BY CONTRACYOR:

14.1 Contractor shall keep and furnish to Owner an accurate record of the work performed and formations drilled on the
TADC-API Daily Drilling Report Form or other form acceptable to Owner. A legible copy of said form signed by Contractor's
representative shall be furnished by Contractor to Owner.

14.2 Delivery tickets covering any material or supplies furnished by Owner shall be turned in each day with the daily drilling
report. The quantity, description, and condition of materials and supplies so furnished shall be checked by Contractor and such
tickets shall be properly certified by Contractor. '

15. INGRESS AND EGRESS TO LOCATION:

Owner hereby assigns to Contractor Owner’s rights of ingress and egress with respect to the tract of land where the well is
to be located for the performance by Contractor of all work contemplated by this contract. Should the Contractor be denied free
access to the location for any reason not reasonably within the Contractor’s control, any time lost by the Contractor as a result of
such denial shall be paid for at a reasonable rate in keeping with the stage of operations at that time. In the event there are any
restrictions, conditions, or limitations in Owner’s lease which would affect the free right of ingress and egress to be exercised by
Contractor hereunder, its employees, or subcontractors, Owner agrees to timely advise Contractor in writing with respect to such
restrictions, conditions, or limitations, and Contractor agrees to observe same.

16. INSURANCE:

During the life of this contract, Contractor shall at Contractor’s expense maintain, with an insurance company or companies
authorized to do business in the state where the work is to be performed and satisfactory to Owner, insurance coverages of the
kind and in the amounts set forth in Exhibit “A”. Contractor shall, if requested to do so by Owner, procure from the company or
companies writing said insurance a certificate or certificates satisfactory to Owner that said insurance is in full force and effect
and that the same shall not be cancelled or materially changed without Ten (10) days prior written notice to Owner.

17. PAYMENT OF CLAIMS:

Contractor agrees to pay all claims for labor, material, services, and supplies to be furnished by Contractor hereunder, and
agx;iees to allow nodlien or charge to be fixed upon the lease, the well, or other property of the Owner or the land upon which
said well is located.

18. RESPONSIBILITY FOR LOSS OR DAMAGE:

18.1 Contractor’s Surface Equipment: Contractor shall assume liability at all times, regardless of whether the work is being
performed on a footage basis or day work basis, for damage to or destruction of Contractor’s surface equipment, including but
not limited to all drilling tools, machinery, and appliances, for use about the surface, regardless of when or how such damage
or destruction occurs, except for such loss or damage as provided in Paragraph 18.4 herein, and Owner shall be under no liability .
to reimburse Contractor for any such loss except loss or damage thereto caused by gross negligence or willful acts or omissions
of Owner or Owner’s agents, servants, or employees or any loss or damage thereto occurring during the time that the operation
of Contractor’s equipment has been taken over by Owner as provided for in Par. 7 hereof.

18.2 Contractor’s In-Hole Equipment—Footage Basis: Contractor shall assume liability at all times while work is being per-
formed on a footage basis for damage to or destruction of Contractor’s in-hole equipment, including but not limited to, drill pipe,
drill collars, and tool joints, and Owner shall be under no liability to reimburse Contractor for any such loss except loss or damage
thereto caused by gross negligence or willful acts or omissions of Owner or Owner’s agents, servants, or employees or any loss or
damage thereto occurring during the time that the operation of Contractor's equipment has been taken over by Owner as provided
for in Par. 7, and except as provided for in Paragraphs' 13.2 and 18.4.

18.3 Contractor’s In-Hole Equipment—Day Work Basis: Owner shall assume liability at all times while work is on a day work
basis for damage to or destruction of Contractor’s in-hole equipment, including but not limited to, drill pipe, drill collars, and tool
joints, and Owner shall reimburse Contractor for the actual cash value of any such loss or damage provided such loss or damage
is not due to the negligence of Contractor, his agents, servants or employees.

18.4 Contractor’s Equipment-Environmental Loss or Damage: Owner shall assume liability at all times for damage to or
destruction of Contractor’s equipment caused by exposure to unusually corrosive or otherwise destructive elements not normally
encountered which are introduced into the drilling fluid from subsurface formations or the use of corrosive additives in the fluid
due to conditions not normally contemplated at the time this contract was entered into by the parties. In calculating the amount
of the loss caused by such damage or destruction the parties hereby agree that the same shall be determined by the ditfference in
the value of the equipment prior to such damage or destruction and the value immediately thereafter. The value of the equipment
immediately after the damage or destruction shall be determined by a competent independent appraisal or by good faith, arms
length sale of the salvaged equipment. The value of the equipment prior to such damage or destruction shall be that amount
in actual cash required to replace such equipment with that of like, kind, grade quality and quantity or to restore such equipment
to its prior condition. Owner may, at his option, elect to pay such loss by the actual purchase of the replacement equipment and
take the salvage, or in the event of repair or restoration, to pay the actual cost thereof.

. 18.5 Owner%s Equipment: Owner shall assume liability at all times for damage to or destruction of Owner’s equipment, includ-
ing hut not limited to casing, tubing, well head equipment, and tankage, and Contractor shall be under no liability te reimburse
Owner for any such loss or damage except that due to negligence of Contractor, his agents, scrvants and employees.

18.6  The Hole—Foolage Basis: Subject to the provisions of Par. 13 hereof (relating to formations difficult or hazardous to
drill and to loss of circulation) should a fire or blow-out occur or should the hole for any eause attributable to Contractor’s vpera-
tions be lost or damaged while Contractor is engaged in the performance of work hereunder on a footage basis, all such loss of
ar dumage to the hole shall be horne by the Contractor; and if the hole is not in condition to be carrvied to the contract depth as
nerein provided, Contractor shall, if requested by Owner, commence a new hole without delay at Contractor’s cost; and the drilling
of the new hole shall be conducted under the terms and conditions of this contract in the same manner as though it were the first
hele, In such case Contractor shall not he entitled to any payment or compensation for expenditures made or incurred by Contrae-
tor on or in connection with the abandoned hole, except for day work earned in coring, testing, and logging said well for which
Contractor would have been compensated had such hole not been junked and abandoned.
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Notwithstanding the foregoing provisions, if the hole is lost or damaged without negligenee on the part of the Contractor hut
as a vesult of the failure of Owner's casing or equipment cither during or after the running and setting of such casing, or as a
yesult of subsequent failure of the cementing job resulting in parted casing, such loss shall be horne by the Owner and (,:mlrnrlnr
shall nevertheless be paid: (a) For all footage drilled and other work performed by Contractor prior thereto; (b) For work
performed in an effort to restore the hole to such condition as that further drilling or other operations may be conducted at the
applicable day work rate; and (¢) The cost of dismantling the rig and moving to and rigging up Contractor’s equipment prior to
starting the drilling of a new hole at a loeation designated by Owner if such be required. The work of drilling the new hole shall
be performed by the Contractor under the terims and conditions of this contract.

18,7 The Hole—Day Waork Basis: In the event the hole should be lost or damaged while Contractor is working on a day wm:k
basis or as a vesult of work performed on a day work basis unless such loss or damage is caused by negligence of Contractor, hie
agents, servants, or employees, Owner shall be responsible for any such loss of or damage to the hole,

188 Underground Damage: Owner agrees to indemnify Contractor for any and all sums which Contractor shall heecome Lable
by final judgment to pay for damages resulting from operations under this contract on account of injury to, destruction of, or loss
or impairment of any property right in or to oil, gas, or other mineral substance or water, if at .the time nf_ the act or omission
causing such injury, destruction, loss, er impairment, said substance had not been reduced to physical possession ahove the surface
of the carth, and for any loss or damage to any formation, strata, or reservoir beneath the surface of the earth.

18.9 Inspection of Materials Furnished by Owner: Contractor agrees to inspect all materials furnished by Owner before
using same and to netify Owner of any apparent defects therein; and Contractor’s use of such materials without notifying Owner
shall be conclusive evidence that such materials were free from apparent defects. Contractor shall not be liable for any less or
damage resulting from the use of materials furnished by Owner containing latent defects,

18.10 Indemuity by Contractor: Contractor agrees to protect, idemnify, and save harmless the Owner from and against all
claims, demands, and causes of action in favor of Contractor’s employees or third parties on account of personal injuries or death
or on account of property damages (other than property damages as in this Par. 18 specifically provided for) arising out of the
work to be performed by Contractor hereunder and resulting from the negligent acts or omissions of Contractor, Contractor's
agents, employees, and subcontractors.

18.11 Indemnity by Owner: Owner agrees to protect, idemnify, and save harmless, the Contractor from and against all claims,
demands and causes of action in favor of Owner’s employees or third parties on account of personal injuries or death or on account
of property damages (other than property damages as in this Paragraph 18 specifically provided for) arising out of work per-
formed by -Owner, Owner’s agents, employees, and contractors or subcontractors (other than the contractor under this Contract)
or equipment furnished in connection therewith and resulting from the negligent acts or omissions of such Owner, Owner’s agents,
employees, contractors or subcontractors. ' :

18.12 Pollution and Contamination: Notwithstanding anything to the contrary contained herein, it is understood and agreed
by and between the Contractor and Owner that the responsibility for pollution or contamination shall he as follows:

(a) The Contractor shall assume all responsibility for, including control and removal of, and protect, defend and save harm-
less the Owner from and against all claims, demands and causes of action of every kind and character arising from pollution
or contamination, which originates above the surface of the land or water from spills of fuels, lubricants, motor oils, normal water
base drilling fluid and attendant cuttings, pipe dope, paints, solvents, ballast, bilge and garbage wholly in Contractor’s possession
and control and directly associated with Contractor’s equipment and facilities.

(b) The Owner shall assume all responsibility for, including control and removal of, protect, defend and save the Contrac-
tor harmless from and against all claims, demands, and causes of action of every kind and character arising from all other
pollution or contamination which may occur during the conduct of operations hereunder, including but not limited to, that which
may result from fire, blowout, cratering, seepage or any other uncontrolled flow of ¢il, gas, water or other substance, as well as,
the use or disposition of oil emulsion, oil base or chemically treated drilling fluids, contaminated cuttings or cavings, lost circulation
and fish recovery materials and fluids.

(¢) In the event a third party commits an act or omission which results in pollution or contamination for which either the
Contractor or Qwner, for whom such party is performing work, is held to be legally liable, the responsibility therefor shall be
considered, as between the Contractor and the Owner, to the same as if the party for whom the work was performed had per-
formed the same and all of the obligations respecting defense, indemnity, holding harmless and limitation nP responsibility and
liability, as set forth in (a) and (b) above, shall be specifically applied.

19. INDEPENDENT CONTRACTOR RELATIONSHIP:

19.1 In the performance of the work herein contemplated on a “footage basis”, Contractor is an independent contractor, with
the authority to control and direct the performance of the details of the work, Owner being only interested in th. results obtained.
The work on such *“footage basis” shall meet the approval of Owner and be subject to the right of inspection and supervision
herein provided. Owner shall not unrcasonably withhold -approval of all such work, when performed by Contractor in accordance
with the generally accepted practices and methods customary in the industry. Contractor agrees to comply with all laws, rules,
and regulations, federal, state, and local, which are now, or may in the future become applicable to Contractor, Contractor’s business,
equipment, and peisonnel engaged in uperations covered by this contract or accruing out of the performance of such oprrations;
provided, however, as between the Owner and Contractor specific provisions herein contained respecting the risk and responsibility
for such compliance shall be controlling. s

19.2 When operations hereunder are being conducted on a “day work” basis or all the work contemplated is on a “complete ~
day work” basis, the work shall be conducted in accordance with the orders and directions of the Owner. In the event Owner fails
to direct the performance of the work and allows Contractor to perform the same in accordance with the generally accepted
methods and practices customary in the industry, it shall be conclusively presumed that Contractor acted and performed the work
in the same manner as would have been the case had Owner exercised his right to direct and control it. The specific provisions
contained herein with respect to risk of loss and responsibility while on a “day work” basis shall be controlling.

19.3 Owner shall be privileged to designate a representative or representatives who shall at all times have access to the
premises for the purpose of observing tests or inspecting the work of the Contractor. Such representative or representatives shall
be empowered to act for Owner in all matters relating to the work herein undertaken and Contractor shall be entitled to rely on the
orders and directions issued by such representative or representatives as being those of the Owner.

20, NO WAIVER EXCEPY IN WRITING:

It is fully understood and agreed that none of the requirements of this contract shall be considered as waived by either party
unless the same is done in writing, and then only by the persons executing this contract, or other duly authovized agent or repre-
sentative of the party. .

21. FORCE MAJEURE:

Neither Owner nor Contractor shall be liable to the other for any delays or damage or any failuve to act due, occasioned or
cau§ed_by reason of federal or state laws or the rules, regulations, or orders of any public body or official purporting to exercise
authority or control respecting the operations covered hereby, including the procurance or use of tools and equipment, or due,
occasioned or caused by strikes, action of the elements, or causes beyond the control of the party affected thereby; and any delay
due to the ahove causes or any of them shall not be deemed to be a breach of or failure to perform this contract or any part
thereof. Provided, however, nothing herein contained shall abrogate the obligation of Owner to pay Contractor the “Work
Stoppage” rates as set forth in Paragraph 4.3 above. ' )

22, INFORMATION CONFIDENTIAL:

. ’AH information obtained by the Contractor in the conduet of drilling operations on this well, including, but not lmited to,
depth, formations penctrated, the results of coring, testing, and surveying, shall be considered confidential and shall not be
divulged by Contractor, or his employees, to any person, firm, or corporation other than Owner's designuted representatives.
23, ASSICNMENT COF CONTRACT:
Contractor agrees not to sublet or assign this contract except for work normall rformed by a i
. 4 M ubcontractors without th
written consent of the Owner. v pe ¥ hout the
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24. NOVICES AND PLACE OF PAYMENT:

All notices to be given with respect to this contract unless otherwise provided for shall be given to the Contractor ;md tn the
Qwner vespectively at the addresses hereinabove shown. All sums payable hereunder to Contractor shall be payable at his address
hereinabove shown unless otherwise specified herein.

25. ARBITRATION:

Bvery controversy or claim arising out of or relating to this Contract, or the alleged breach thcrpof. will be settied by arbi-
tration according to the law pursuant to the rules then obtaining of the American Arbitration Association, and judgment upon the
award so tetwlered may be entered in any court having jurisdiction thereof.

.26, SPECIAL PROVISIONS:

Any down time due to fuel shortages at the supplier to be at Daywork
rates - standby time w/Crew. Rates subject to change at discretion of
Contractor due to any increases in price of fuel. Current prices are:
$.304 for Diesel, and $.262 for Butane.

I well is unproductive, casing is not run, and Owner elects to P & A,
Contractor will furnish eight %8) hours rig time to P & A.

Contractor to pay 4% New Mexico School Tax applicable to Footage Rates.

(%]

27. ACCEPTANCE OF CONTRACT:

This instrument shall not become a binding contract until Owner has noted it igati

s acceptance and Owner shall be under no obl
to Contractor until sth acceptance has been noted and a fully executed copy of this agreement sent to Contractor. Contract]oﬁawi)ﬂ
sign all copies of this instrument and return all but one signed copy to Owner.

Owner__ Do L. Hannifin V_?%jp/\/ Coo bl
By / > o

The foregoing contract is accepted by the undersigned as Contractor thi%zznd d Ja j

. orego ; ] se2nd _gday of January 1974

to r}lg availability, and subject to all of its terms and provisions, with the understanding ¥h:\t it will not be bin'ding upon B&EJ:::
until Owner has noted its acceptance, and with further understanding that unless said contract is thus executed by Owner within

days of the above date Contractor shall be in no manner bound by its signature thereto.

Contractor__Cactus Drilling Company

e il e

"'Ronald R. Anderson
Tite Contact Representative

Accepted this 22ndday of January

, 19] 4 » Which is effective date of this agreement.
——
owner _ D L. Hannifin F Jo& Don (oK

By

Title

Printed in U.S.A. Soo attached Exhibit “A”
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EXHIBIT “A”

To Drilling Contract dated January 22, , 19 74 .

Owner ___Dx_la e Hannifin. __ . _

Well Name and Number . _

Contracter ___Cactus Drilling Company

SPECIFICATIONS AND SPECIAL PROVISIONS

1. CASING PROGRAM (See Par. 8)

Approx. To Be Allowed
Size Weight Setting Depth Set By ment Time
ootage
Conductor in. lbs./ft. A . ft. e e _._ IOurs
Surface 8 5@ in. e Mbsft. 375 ft. _Contractor.. _-__12'._. hours
Protection ___ in. RS | Y-} { AU § S e oie ._ hours
Oil String __ 5 1/2 in. ws./ft. #0600  ___ ft. _Contractor _.. . O__ hours
Liner — o dme o dbsgft. 1t
Tubing N | VROV ! Y- 1 & { S {
2. MUD CONTROL PROGRAM (See Par. 10.3)
Depth Interval Type Mud Weight Viscosity Water Losa
(ft) (Ibs./gal.) (Secs) (cc)
From To .
O ... _L4600' _For Hole Contrel Only
-

It is understood that in the event it becomes necessary to discontinue drilling operations and to suddenly raise the mud

weight._&_ Ib. per gallon above the weight currently being used OR to raise the mud weight at any time to_11 40 _lbs.
per gallon, it will conclusively constitute “Abnormal Pressure” as that term is employed in Paragraph 13.2 of the Contract.
Operations will thereafter go forward under the terms of such provision (13.2) until such condition has heen overcome; the

well is under control and the mud system stabilized at a weight less than 1140 ibs. per gallon, so as to permit normal drilling
operations to be resumed. .

Other mud specifications: » ———— -

3. STRAIGHT HOLE SPECIFICATIONS (See Par. 10.5)

Well Depth Maximum Distance Maximum Deviation Maximum Change of Angle
~— DBetween Surveys, from Vertical, (or Over-All Angle Between)
Feet Degrees Any Two Surveys, Degrees«n

To
_ 4600  s500%.. 5 . 1per 100 -

From

feet shall be

Location of well bore at

Vs

(1) a. Reduce proportionately for survey intervals less than 100 feet, but do not use intervals shorter than 30 feet.

b. If these limits are exceeded and the distance between surveys is more than 100 feet, Contractor shall take intermediate surveys no more than 100 feet
apart. If such intermediate surveys show that above limits for any interval have been exceeded, Contractor shall correct hole deviation to within limits
of above apecifications,

¢. When directional surveys are required, the change of angle shall be the change of over-all angle.

4. INSURANCE (See Par. 16)
4.1 Adequate Workmen's Compensation Insurance complying with State Laws applicable or Employers’ Liability Insurance
covering all of Contractor’s employees working under this agreement. )
4.2 Comprehensive Public Liability Insurance or Publie Liability Insurance with limits not less than ﬂ__Q_Q,_OQ0.0Q__ for

the death or injury of any one person and $3_O_Q,_QQQLQO_ , for each accident.
4.3 Comprehensive Public Liabhility Property Damage Insurance or Public Liability Property Damage Insurance with limits of

not less than $loo ,OOO-OO for each accident and § 000.00._ aggregate per policy.
4.4 Automobile Public Liability Insurance with limits of 3_19_0_ )a00__ for the death or injury of each person and

53.0,@,,.0,0,OJ.QO_ for each accident; and Automobile Public Liability Property Damage Insurance with limits of
3@;900_'0_0_ for each accident.

4.5

4.6
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EXHIBIT “A" {(Continued)

5. EQUIPMENT, MATERIALS AND SERVICES TO BE FURNISHED BY CONTRACTOR

The machinery, equipment, tools, materials, supplies, instruments, services and labor hereinafter listed, including any trans-
portation required for such items, shall be provided at the location at the expense of Contractor uniess otherwise noted hereon and
otherwise provided for in Par. 7 hereof.

$.1 Drilling Rig.
Complete drilling rig, designated by Contractor as his rig No. 60 , the major items of equipment being:
Drawworks: Bethlehem S=45-E
(Make and Model)

Engines: Make, Model, and H. p._6=71 GM Twin Diesels 454 HP No. on Rig TWQ

Pumps: Make and Size Emsco DB=550 W/D“379 Caterpillar Diesel

Auxiliary Pump: Make, Size, and Power NA

Boilers: Number, Make, H. P. and W. P. NA

Steam Drilling Engine: Make and Size NA

Derrick or Mast: Make, Size, and Capacity_97' Lee C. Moore 386 ;OOO#

Substructure: Size and Capacity 2| KB 8! - -

Drill Pipe: Size&'" Full Hple Grade f@, Size in, .___ft; Size in. -_ft.
Drill Collars: Number and Size 6 1/4" X 31' ‘

Blowout Preventers:

Size Series or Test Pr. Make & Model " Number
10n Shaffer Type B, Series 900 '
Double Hydraulic w/Payne Closing Unit.

5.2  Trucking service and other transportation, hauling, or winching services as required to move Contractor's property to
location, rig up Contractor’s rig, tear down Contractor’s rig, and remove all of Contractor's property from location.

5.3 Drilling bits, reamers, stabilizers, reamer cutters, and other drilling tools or devices (except while on daywork).

5.4 Contract fishing tool services and fishing tool rentals (except while on daywork).

5.5 Derrick timbers.

5.6  Normal strings of drill pipe and drill collars specified above.

5.7 Conventional drift indicator.

5.8 XK earthen mud pits and reserve pits.

5.9 Services in connection with erection and dismantling of Contractor's derrick.

5.10 Necessary pipe racks and rigging up material.

5.11 Normal storage for mud and chemicals. :

5.12 Necessary spools, flanges and fittings to connect blowout preventers to Owner's well head equipment.

‘6. EQUIPMENT, MATERIALS AND SERVICES TO BE FURNISHED BY OWNER

The machinery, equipment, tools, materials, supplies, instruments, services and labor hereinafter listed, including any trans-
portation required for such items, shail be provided at the location at the expense of Owner unless otherwise noted hereon and
otherwise provided for in Par. 7 hereof.

6.1 Furnish and maintain adequate roadway and/or canal to location, right-of-way, including rights-of-way for fuel and
water lines, river crossings, highway crossings, gates and cattle guards.

Stake location, clear and grade location, and provide turnaround, including surfacing when necessary.

Test tanks with pipe and fittings.

Mud storage tanks with pipe and fittings.

Separator with pipe and fittings.

Labor to connect and disconnect mud tank, test tank, and separator.

Labor to disconnect and clean test tanks and separator.

Drilling mud, chemicals, lost circulation materials and other additives.

Pipe and connections for oil circulating lines.

Labor to lay, bury and recover oil circulating.lines. :

Drilling bits, reamers, reamer cutters, stabilizers and special tools while operating on day work basis.

Contract fishing tool services and tool rental while operating on a day work basis.

Wire line core bits or heads and wire line core catchers if required.

Conventional core bits and core catchers.

Diamond core barrel with head.

Cement and cementing service.

Flectrieal and Gamma-Neutron logging services,

Directional, caliper, or other special services.

Gun or jet perforating services.

Explosives and shooting devices.

Formation testing, hydraulie fracturing, acidizing and other related services.

6.22 Equipment for drill stem testing.

6.23 Mud logging services.

6.24 Sidewall coring service.

6.25 Welding service for welding bottom joints of casing, guide shoe, float shoe, float collar and in connection with installing
of well head equipment if required.

6.26 Casing, tubing, liners, screen, float collars, guide and float shoes and associated equipment.

8.27 Casing scratchers and ecentralizers.

6.28 Well hedd connections and all equipment to be installed in or on well or on the premises for use in connection with
testing, completion and oneration of well.

6.29 Special or added storage for mud and chemicals.
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EXHIBIT “A” {Continued)

7. EQUIPMENT, MATERIALS AND SERVICES TO BE FURNISHED BY DESIGNATED PARTY

The machinery, equipment, tools, materials, supplies, instruments, services, and labor Ijsted ag the following numbered items
including any transportation required for such items unless otherwise specified, shall be provided at the location and at the expense
of the party hereto as designated by an X mark in the appropriate column.

TO BE PROVIDED BY AND

ITEM AT EXPENSE OF
. Owner Contractor
Tl Cellar and TUNWAYS. e cerreeetanaesee e et eeerere s e eoe et nsrssar s msssrass s s benassasans X
7.2 Tuel (located at ) JRT X
7.3 Fuel Lines (length ) JO OSSO UUUUOUURTOUONt X
7.4 Water at source....... fﬁl,QQO«QQL;m&toContractor ....... X
Tod WRLEE Welli o erree e ema e et r e r e esme e enroees - hniiieed
T8 W RLer IIMeS oot ceeeee e eme s s e ensenenas hadiihndiied ===
7.7 Water storage tanks_____ __ capacity......... reeerestesaresantenaaesseaannanes X
7.8 Labor to operate water well or water PUMP........c.ccccovemeerrennceerenens - = ===
7.9  Maintenance of water well, if TeqUITed....oooiceieeevecmcreeerereecremeneneens y === ==
7.10 Mats for engines and boilers, or motors and mud pumps X
7.11 Transportation of Contractor’s property:
JLOVE Mottt e e X
MOV Ol reer e ere s s et e et s et e e e eesas araasbeensesaas e snnen L L
7.12 Materials for “boxing in” rig and derrick.....comiioceeiceeieeee s X
7.13 Special strings of drill pipe and drill collars as follows:
- - - - - -
................................................................................................................................. — ——
e e e e - == -- -
7.14 Kelley joints, subs, elevators and slips for use with special drill pipe.................... == - =
7.15 Drill pipe protectors for Kelly joint and each joint of drill pipe running inside of
casing for use with normal strings of drill PiPe.......covvrveimiccireecereeseecrenes S indiiiihe halibadiihnd
7.16 Drill pipe protectors for Kelly joint and each joint of drill pipe running inside of
casing for use with special strings of drill pipe......ccceiviniirrinnnnnnnen. - - = -c=
7.17 Coring reel with wire line of sufficient length for coring at maximum depth
specified IN CONETACE. it ereren st e seesas s ressassasase s saesnnenee -== i - - =
7.18 Wire line core barrel ...ttt ee e -=" - =
7.19 Conventional core barrel. ... - - - ==
7.20 Rate of penetration recording device............ccoiiiiciminieciieereeeereeeeeenee X
7.21 Extra labor for running and cementing CASINE..........ccovieviriiieicieeeeeeeeeeeeeeesesaseneas X
722 Casing t00l8..ooeooeorooceeerrsoen et estees oo er e seeee e X
7.23 Running of casing-CondUCLOT......cociivieieeieeeeeetee e s eeee e et cresaeeeeee e eeeas == - = -
7.24 Running of Casing-sUITace......ccoimiieeiiieiieierie et een e ea e ass s e e sasaasesen X
7.25 Running of €asing ProteCtion......ceccciiieiiieiecieciereeeee e crenec e reeeteeneeeseesseneeasesesanns - = hdiihaiiund
7.26 Running of casing production.....ciiiicieneeireersvererereessaes e enreese s teessneas X
T7.27 Running 0f CASING eI .. ... o eee et e ear e ee e e eee e e e e et e et eemsesentenn o == - - *
7.28 Power casing tongs5l/2nca$ing X
7.29 - e = - " -
7.30 - - - - - -
7.31 - - - - - -
7.32 - - - - --
7.33 - == - -
7.34 ---=- - - -
7.35
7.36
17.37
7.38
7.39
7.40

8. OTHER PROVISIONS:

Cperator to pay for any extra equipment if required: Pit level indicator,
nhydril, rotating head, flow rate indicator, etc., and any related trans-
portation.

/ D ﬁ%i__
Initialed by the For Owner ___! For Contractor

Parties as correct:

Printed in U.8.A. (Ezhibit Page 3)



" My comm1551on i .
expires; o

‘/5725?;%;)?75 - .

SURFACE DAMAGE RELEASE AND EASEMENT

In consideration of the sum of Ten Dollars and cother
valuable consideration, the receipt of which is acknowledged
by Merland Inc., a New Mexico Corporation, hereinafter called
"Surface Owner," hereby releases D. L. Hannifin, hereinafter
called Lessee, and/or his assigns, from all claims for surface
damages resulting from the drilling of a well located in the
NWiSEY% of Section 24, Township 22 South, Range 26 East, N.M.P.M.
Eddy County, New Mexico, and the plugging and abandonment or
completion and operation thereof and the installation and
operation of tanks and associated facilities for the treatment
and storage of production from said well.

For the same consideration, Surface Owner hereby
grants to Lessee an easement for the construction of any roads
required for the drilling of additional wells including disposal
and/or water supply wells on the following described land:

SE%, Section 24, Township 22 South, Range 26 East, N.M.P.M.

Eddy County, New Mexico.

W

MERLAND, INC,.

Presjident

STATE OF NEW MEXICO X

COUNTY OF 'EDDY X

I hereby certify that on this /S day of October,
1972, before me personally appeared Zﬁayf T i e Lt i
President of Merland, Inc., a New Mexicqg/corpaation, to me
known to be theperson described in and who executed the fore-
going Anstrument, and acknowledged that she executed the same
as _Z.. free act and deed.

EJLngqf, féjiﬁz;'A;ZQACQﬁAJ

Notary Public

.......

Lkikr 4



IN THE DISTRICT COURT OF SANTA FE COUNTY

STATE OF NEW MEXICO

MICHAEL P. GRACE,; II and
CORINNE GRACE,

Petitioners

vSs. No. 474006
NEW MEXICO OIL CONSERVATION
COMMISSION, D. L. HANNIFIN,
JOE DON CQOOX, and CACTUS
DRILLING COMPANY,

Tt Vst W it Mttt T g ' sl Wt ¥ St Prmpt®

Respondents

AFFIDAVIT

Comes now the undersigned, A. L. Porter, Jr., Secretary-
Director of The New Mexico 0il Conservation Commission,; resident
of Santa Fe, Santa Fe County, New Mexico, over the age cf twenty-
one {2l) years, after being first duly sworn upon his oath, and
states:

1. Cause No. 47406 was filed in Santa Fe County District
Court on January 25, 1974, wherein Michael P. Grace and Corinne
Grace are named as Petitioners and New Mexico 0il Conservation
Commission, D. L. Hannifin, Joe Don Cook and Cactus Drilling
Company are named as Respondents.

2. That in said Cause, the Petitioners scugit a Temporary
Restraining Order against all of the Respondents.

3. That at approximately 4:45 p.m. on January 23, 1974, a
Petition and exhibits, consisting of 17 pages, was hand delivered
by Michael P. Grace II to the Santa Fe office of the Commuission.
Mr. Thomas #W. Dexrryberry, an attorney for the Commission, immedi-

ately contacted the Santa Fe County District Court and was




infermed that nc hearing time had been set on said Petition.
Before Mr., Derryberry had finished reading the Petition, at
approximately 4:55 p.m., a copy of a Temporary Restraining Order
against the 0il Conservation Commission was hand delivered to
the Commission’s Santa Fe office by Farrell L. Lines, Attorney
for Mr. Grace. I had not read the Petition at the timne the
Temporarvy Restraining Order was received.

4. The Temporary Restraining Order directed me to
temporarily suspend the drilling permit for the Merland Well No. 1
in Section 24, Township 22 South, Range 26 East, NMPM, Eddy
County, New Mexico, which had been previously approved pursuant
to the provisions of rules and regulations adopted by Cil Conser-
vaticn Commission Order 850 as amended. I complied with the
Temporary Restraining Order and cancelled the drilling permit
on January 25, 1974, by telephone and by telegraphing D. L.
Hannifin and Jce Don Cook.

5. Since that time, I have contacted Alex J. Armijo and
I. = Trujillo, the other members of the 0il Conservation Com-
mission, and of my personal knowledge can state that neither
of them received notice of the Petition filed in this cause on
January 25, 1974, until contacted by me after receiving the
Temporary Restraining Order.

5. At approximately 7:535 a.m. on January 28, 1974, Mr.
Norvell called me and I got the definite impression that he had
not consented t6 the coxder. I asked him to give me a written
statement at which time he said he would call the judge.

7. That without due notice to the 0il Conservation Com-~
mission, and without hearing, the said District Court on

January 25, 1974, issued a Temporary Restraining Order directed




to and against the 0Oil Conservation Commission and other Respon-
dents.

DATED this 28th day of January, 1974.

A. L. PORTER, Jr.

SUBSCRIBED AND SWORN TO before me this 28th day of

January, 1974, by A. L. Porter, Jr.

Notary Public

My Commission Expires:

EXHIBIT "A"
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NEW MEXICO OIL CONSERVATION COMMISSION WILLIAM F CARR ATTORNEY

PO BOX 2088
SANTA FE NM 87501

THIS MAILGRAM IS A CONFIRMATION COPY OF THE FOLLOWING MESSAGE:

5058272741 TDBN SANTA FE NM 79 01-25 0831P EDT
PMS D L HANNIFIN , DLR
2008 SOUTH PENNSYLVANIA AVE
ROSWELL NM
PURSUANT TO THE PROVISION OF A TEMPORARY RESTRAINING ORDER SIGNED
BY JUDGE EDWIN L FELTER IN SANTA FE COUNTY DISTRICT COURT CASE
NUMBER 47406 ON JANUARY 25 1974 THE NEW MEXICO OIL CONSERVATION
COMMISSION HEREBY TEMPORARILY SUSPENDS THE AUTHORITY OF THE
DRILLING PERMIT OF D L HANNIFIN AND JOE DON COOK APPROVED DECEMBER
28 1973 WHICH ALLOWED THE DRILLING OF THE MERLAND WELL NUMBER
ONE IN SECTION 24 TOWNSHKIP 22 SOUTH RANGE 26 EAST NMPM EDDY
COUNTY NEW MEXICO

A L PORTER JR SECRETARY DIRECTOR

THIS IS A CONFIRMATION COPY BY MAILGRAM.

2311 EDT
MGMABQC ABQ
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NEW MEXICO OIL CONSERVATION COMMISSION WILLIAM F CARR ATTORNEY

PO BOX 2088
SANTA FE NM 8750l

THIS MAILGRAM IS A CONFIRMATION COPY OF THE FOLLOWING MESSAGE:

5058272741 TDBN SANTA FE NM 79 01-25 0830P EDT
PMS JOE DON COOK , DLR
THE OIL DALE BLDG
ROSWELL NM
PURSUANT TO THE PROVISION OF A TEMPORARY RESTRAINING ORDER SIGNED
BY JUDGE EDVWIN L FELTER IN SANTA FE COUNTY DISTRICT COURT CASE
NUMBER 47406 ON JANUARY 25 1974 THE NEW MEXICO OIL CONSERVATION
COMMISSION HEREBY TEMPORARILY SUSPENDS THE AUTHORITY OF THE
DRILLING PERMIT OF D L HANNIFIN AND JOE DON COOK APPROVED DECEMBER
28 1973 WHICH ALLOWED THE DRILLING OF THE MERLAND WELL NUMBER
ONE IN SECTION 24 TOWNSHIP 22 SOUTH RANGE 26 EAST NMPM EDDY
COUNTY NEW MEXICO

A L PORTER JR SECRETARY DIRECTOR

THIS IS A CONFIRMATION COPY BY MAILGRAM,

2309 EDT
MGMABQC ABQ



Pursuant to the provisions of a temporary restraining order signed by
Judge Edwin L. Felter in Santa Fe County District Court Case No. 47406
on January 25, 1974, the New Mexico 0il Conservation Commission hereby
temporarily suspends the authority of the drilling permit of D. L.
Hannifin and Joe Don Cook, approved December 28, 1973, which allowed
the drilling of the Merland Well No. 1 in Section 24, Township 22

South, Range 26 East, N.M.P.M., Eddy County, New Mexico.

A. L. PORTER, Jr.
Secretary~Director

Sent to D. L. Hannifin and Joe Don Cook on January 25, 1974



STATE OF NEW MEXICO : ’ COUNTY OF m
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IN THE DISTRICT COURT

MICHAEL P. GRACE and
CORRINE GRACE,

Petitioners,

R

vsS.
NEW MEXICO STATE OIL CON- gR*GéNAE PLEADING
SERVATION COMMISSION, D. L. N gl — Q5 - 2¢

HANNIFIN, JOE DON COOK, and

e
CACTUS DRILLING COMPANY, DISTRiCTAco

. __COUNTY
URT CLERK'S OFFicE =

Respondents.

TEMPORARY RESTRAINING ORDER

 THIS MATTER coming on to be heard upon the verified Petition'
of the Petitioners, wherein the Petitioners seek interalia a Tempofary »
Restraining Order requiring the New Mexico 0il Conservation Commission?
to temporarily suspend the authority of the drilling permit for the
Merland 1 well in Eddy County, New Mexico, and to 6rder Respondents,
D. L. Hannifin, and Joe Don Cook, and Cactus Drilling Company to
forthwith remove their drilling rig and all drilling equipment from
the Merland 1 well site, and restraining said respondents from furthet‘
drilling operations at'the sald Merland 1 well site, and said Complainé
being accompanied by appropriate Affidavits, and the Court having con-
sidered said pleadings and the tendered bond, and finding that notice
was given to the 0il Conservation Commission of New Mexico that the
latter consents to the entry of this Order,

IT IS, THEREFORE, ORDERED, that the New Mexico 0il Conservatioﬂ'
Commission temporarily suspend the authority of the drilling permit ofl P
D. L. Hannifin and Joe Don Cook, approved December 28, 1973, which alléved '
the drilling of Merland Well No. 1 in Section 24, T22S, R26E, N.M.P.M.;

Eddy County, New Mexico.




IT IS FURTHER ORDERED that Respondents D. L. Hannifin, Joe Don
Cook, and Cactus Drilling Company be, and are restrained and enjoined from
further drilling operations at the Merland 1 Well site, and are ordered to
immediately remove the drilling rig and all drilling equipment from the
Grace-Atlantic well pad.

IT IS FURTHER ORDERED that Petitioners post with the Court a bond
to the State of New Mexico in the amount of $3,000.00 to cover the costsz

of the removal of all said drilling equipment to the Merland 2 drilling site

in Section 24 above mentioned.

EDVWIN L. FELTER
DISTRICT JUDGE
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STATE OF NEW MEXICO COUNTY OF SANTA FE
IN THE DISTRICT COURT

-
MICHAEL P. GRACE, and
CORRINE GRACE,

Petitioners, U Ao COUNTY

-vs- | " 'DISTRICT COURT CLERK'S OFFICE
NEW MEXICO OIL CONSERVATION
COMMISSION, D. L. HANNIFIN,
JOE DON COOK, and CACTUS
DRILLING COMPANY,
Respondents.

PETITTION

Comes now the Petitioners. by and thfough their attorneys,
FARRELL L. LINES and SAMUEL A. FRANCIS, and for their Petition
state and allege as follows:

I.

That the Petitioners are the owners of an interest in,
and are opérators »f a certain gas producing well situated
1980 feet North of South Line and 1980 feet West of East Line,
of Section 24, Tcwnship 22 South, Range 26 East, NMPM, Sopth
Carlsbad-Morrow Gas Pool, Eddy County, New Mexico.

e II.

That by Order R-4432, issued on November 8, 1972, by Res-

pondent, New Mexico Oil Conservation Commission, a copy of which

is attached as Exhibit A, the acreage on which the above men

tioned wgll is situated was pooled to form a 320 acre pro-
ration uﬁit, with Petitioners‘as operators.

III.
That the above mentioned well is a high pressure well, main-
taininu an average well pressure of appfoximately 20Q0 pounds,
and presently producing approximately 7MMCF of gas per day, |
with a potential of 20 MMCF per day.

Iv.
That on December 27, 1973, Respondents Hannifin and Cook

filed an application with Respondent, 0il Conservation Com-

mission for a permit to drill two (2) additional gas wells,

K

. oo



namely; Merland 1 and Merland 2 in the Section 24 above
mentioned. Copies of the said applications are attached
hereto as Exhibits B and C, but does mtnote the distinction
in hazardous operations between the two locations.

V.

That in disregard of its legislative mandates under
§65-3-5 and §65-3-3(B), N.M.S.A., to protect gas waste
and provide reasonable spacing and fire prevention, Re-
spondent, 0il Conservation Commission routinely granted the
aforesaid permits, even though the Merland 1 well site is
only 110 feet from the above mentioned high pressure Grace-
Atlantic well, and the drilling equipment might be located
in the pad of said Grace—Atlantic well.

VI.

That kRespondents, D. L. Hannifin and Joe Don Cock have
contracted with the Respondent, Cactus Drilling Company to
drill the proposed Merland 1 well and that a drilling rig
and other drilling equipment have been moved onto the pro-
posed site, and that said drilling equipment are operating
on the Grace-Atlantic pad.

VII.

That according to information and belief, the drilling
of the said Merland 1 well has commenced and surface casing
has been set this date, and the well is waiting on cement
(normal oil field period is 18 hours).

VIII.

That as evidenced by affidavit of Michael P. Grace, which
is attached hereto as Exhibit ngthe Carlsbad Zone is an ex-—
tremely hazardous zone for drilling gas wells, and a signi-
ficant percentage of wells in this zone have experienced loss

of control and drilling stopage situations.

-



IX.

As is evidenced by the affidavit of John Wilsher, who
was the driller of the subject Grace-Atlantic well, a blow-
out was experienced during the drilling of that well, and
the fact that another high pressure well is being drilled
within 110 feet of the present high pressure well, with the
drilling equipment located on the well pad and in the im-
mediate proximity‘to tanks, and heater treaters; that ex-
traordinary precautions should be required to protect the
present Grace-Atlantic well, attached as Exhibit p{b,

X.

That upon information aad belief the actions of Respondents,
D. L. Hannifin and Joe Don Cook are probably in violation of
the New Mexico Fire Code, the National Fire Protective Associa-
tion Code, and the provisions of the Federal Occupation and
Health Act, and against the common law concepts of a prudent
operation.

XI.

That the actions of Respondents, D. L. Hannifin'and Joe
Don Cook, in the placement of a rig and other drilling equip-
ment on the pad of a high pressure well presently under pro-
duction, amounts to imprudence, gross negligence, and pre-
sents an extremely hazardous situation, and represents im-

mediate danger to the Grace-Atlantic well and the entire

Morrow Deleware Gas Reservoir, and to all personnel working in 7

1

the area.
X1I.

That Respondents, D. L. Hannifin and Joe Don Cook have
been put on notice as to the position of Petitioners, and as
to the potentially hazardous situation that has been created
through telegram personally sent by Plaintiffs on January 24,
1974, a copy of which is attached as Exhibit E.
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XIII.

That the attorneys for Petitioners have given due notice
as required by 1éw to Respondent, New Mexico 0il Conservation
Commission, and the various commissioners.

X1v.

That the Court should enter an Order requiring Respon-
dents and/or 0il Cohservation Commission to temporarily sus-
pend the authority of the drilling permit for the Merland 1
well, and restrain Respondehts, D. L. Hannifin and Joe Don Cook
and Cactus Drilling Company from any further drilling opera-
tions in the said Merland 1 well site, and should further en-
ter an Order requiring the immediate removal of the drilling
rig and all other drilling equipment from the close proximity
of the Grace-Atlantic well and its pad.

XV.

That Respondents, D. L. Hannifin and Joe Don Coock and
Cactus Drilling Company will not experience loss or damage by
such Order, in that a permit has been granted as is evidenced

by Exhibit D to allow immediate drilling of the Merland 2 well

in the same Section, but at a distance several hundred feet from

the Grace-Atlantic well and the proposed Merland 1 well site.
XVI,

That Petitioners herewith tender to the Court a bond to
the State in the amount of $3000.00, which will adequately co-
ver all reasonable moving expenses of Hannifin and Cook ané
Cactus Drilling Company in the moving of the rig and drilling
equipment at the well site from the Merland 1 well location to
the Merland 2 well location.

XVII.
That before Respondents, D. L. Hannifin and Joe Don Cook

be allowed to re-enter the Merland 1 drilling site to re-estab-

-f-
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lish drilling, this Court should require the Respondents to submit,

at their own expense, a comprehensive reservoir report to de-
termine the amount of Morrow and Delaware production loss to the
Grace-Atlantic well and the entire reservoir should fire or de-
struction result from the drilling or completion operations of
the proposed Merland 1 well.

XVIII.

That before Respondents, D. L. Hannifin and Cook be alloWed
to re-enter the Merland 1 drilling site, to re-establish drill-:
ing operations, this Court should further require that Respon-
dents submit to the Court, at their own expense, a feasibility
report from an &ctuary and engineer as to whether drilling could
be re-established at the Merland 1 well site and effectively
meet safety regulations of the National Fire Code, and all
other affiliated fire and safety code and meet reasonable in-
surance standards, and also establishing whether Respondents
would be able, &nd be required to obtain adequate reasonable
insurance that would hold Petitioners harmless should damage _
occur to either the well or the ﬁé%%%%é%ﬁéé through appropriate
bonding for the%safety of the’above, under normal insurance '
:equirements. |

Respectfully submitted,

2 2

| c,L'( i“,:‘ _,/, 7
9(’5}5’-\,,q(_f“ c"( R

FARRELL L. LINES
Attorney for Petitioners
500 2nd Street, N.W.
'Albuquerque;, New Mexico

SAMUEL A. FRANCIS
Attorney for Petitioners
400 7th Street, N.W.
:Albuquerque, New Mexico

A
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STATE OF NEW MEXICO )

COUNTY OF BERNALILLO )

MICHAEL P. GRACE AND CORRINE GRACE, being first duly
sworn, depose and state that they are the Petitioners in the
foregoing entitled cause, that they have read the foregoing
pleading, and know the contents thereof, and each and evefy
allegation stated therein is true and correct according to
their best information, knowledge, and belief.

AT

- o R
AN RS Yol s

MICHAEL P. GRACE
Petitioner

/'{ .

/ b
L - N B
ol YU - s . \QE A,

CORRINE GRACE
Petitioner

SUBSCRIBED AND SWORN TO BEFORE ME this /A%  day of
January, 1974.

. ! - B f 'f, -
\k}/LCL{J’AF/ ALLA L -
NOTARY PUBLIC 7

4

MY .« mmission expires:
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING q
CALLED BY THE OIL CONSERVATION o
COMMISSION OF NEW MEXICO FOR 5
THE PURPOSE OF CONSIDERING:

CASES NOS. 4819 AND 4836
Order No. R~4432

APPLICATION OF D. L. HANNIFIN FOR
COMPULSORY POOLING, EDDY COUNTY,
NEW MEXICO.

APPLICATION OF MICHAEL P. GRACE II

AND CORINNE GRACE FOR COMPULSORY
POOLING, EDDY COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on September 27,
1972, at Santa Fe, New Mexico, before Examiner Elvis A.. Utz.

NOW, on this 8th day of November, 1972, the Commission,
a quorum being present, having considered the testimony, the
record, and the recommendations of the Examiner, and being
fully advised in the premises,

FINDS:

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

(2) That in Case No. 4819, the applicant, D. L. Hannifin,
seeks an order pooling all mineral interests underlying the
S/2 of Section 24, Township 22 South, Range 26 East, NMPM,
South Carlsbad Field, Eddy County, New Mexico, to form a
standard 320-acre unit to be dedicated to a well to be drilled NG
1980 feet from the South line and 1980 feet from the East line o
of said Sectlon 24.

(3) That in Case No. 4836, the applicants, Michael P.
Grace II and Corinne Grace, seek an order pooling all mineral
interests down to and including the Morrow formation underlying
the S/2 of Section 24, Township 22 South, Range 26 East, NMPM, =
South Carlsbad-Morrow Gas Pool, Eddy County, New Mexico, to “
form a standard 320-acre unit to be dedicated to a well to be
drilled at an orthodox location for said unit.
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Cases Nos. 4819 and 4836
Order No. R-4432

(4). That both applicants, D. L. Hannifin and Michael P.
Grace II and Corinne Grace, seek to be named operator of the
unit to be pooled.

(5) That Cases Nos. 4819 and 4836 were consolidated as
both cases involve the same lands.

(6) That the evidence indicates that the entire S/2 of
the above-described Section 24 can reasonably be presumed
productive of gas from the South Carlsbad Gas Pool.

(7) That the evidence indicates that the entire S/2 of
the above-described Section 24 can be efficiently and economically
drained and developed by a well located at a point 1980 feet
from the South line and 1980 feet from the East line of said
Section 24.

(8) That there are interest owners in the proposed 320~
acre proration unit who have not agreed to pool their interests.

(9) That to avoid the drilling of unnecessary wells, to
protect correlative rights, and to afford to the owner of each
interest in the unit the opportunity to receive without unneces-
sary expense his just and fair share of the gas in the pool, all
mineral interests in the Morrow formation underlying the S/2
of Section 24, Township 22 South, Range 26 East, NMPM, South
Carlsbad-Morrow Gas Pool, Eddy County, New Mexico, should be
pooled to form a 320-acre standard unit to be dedicated to a
well to be drilled at a standard location in said Section 24.

(10) That Michael P. Grace II should be designated the
operator of the proposed well and unit.

(11) That any non-consenting working interest owner should
be afforded the opportunity to pay his share of estimated well
costs to the operator in lieu of paylng his share of reasonable
well costs out of production.

(12) That any non-consenting working interest owner that
does not pay his share of estimated well costs should have
withheld from production his share of the reasonable well
costs plus an additional 25% thereof as a reasonable charge
for the risk involved in the drilling of the well.

(13) That any non-consenting interest owner should be
afforded the opportunity to object to the actual well costs
but that said actual well costs should be adopted as the
reasonable well costs in the absence of such objection.

(14) That following determination of reasonable well coéts,
any non-consenting working interest owner that has paid his

e ke e e e e - ey
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Cases Nos. 4819 and 4836
Order No. R-4432

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.

(15) That $135.00 per month should be fixed as a reason-
able charge for supervision (combined fixed rates) for the
subject well; that the operator should be authorized to with-
hold from production the proportionate share of such supervision
charge attributable to each non-consenting working interest,
and in addition thereto, the operator is hereby authorized to
withhold from production the proportionate share of actual
expenditures required for operating the subject well, not in
excess of what are reasonable, attributable to each non-
consenting working interest.

(16) That all proceeds from production from the subject
well which are not disbursed for any reason should be placed
in escrow to be paid to the true owner thereof upon demand and
proof of ownership.

IT IS THEREFORE ORDERED:

(1) That all mineral interest, whatever they may be, in
the South Carlsbad-Morrow Gas Pool underlying the S/2 of Sec~
tion 24, Township 22 South, Range 26 East, NMPM, Eddy County,
New Mexico, are hereby pooled to form a 320-acre proration unit
to be dedicated to a well to be drilled at a standard location
in Section 24.

(2) That Michael P. Grace II is hereby designated the
.operator of the subject well and unit.

(3) That the operator shall furnish the Commission and
each known working interest owner in the subject unit an
itemized schedule of estimated well costs within 30 days
following the date of this order.

(4) That within 30 days from the date the schedule of
estimated well costs is furnished to him, any non-consenting
‘working interest owner shall have the rlght 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 that any
such owner who pays his share of estimated well costs as pro-
vided above shall remain liable for operatlng costs but shall
not be liable for risk charges.

(5) That the operator shall furnish the Commission and
each known working interest owner in the subject unit an
itemized schedule of actual well costs within 60 days following
completion of the well; that if no objection to the actual well

G
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Cases Nos. 4819 and 4836
Order No. R-4432

costs are received by the Commission, and the Commission has
not objected within 60 days following completion of the well,
the actual well costs shall be the reasonable well costs; pro-
vided however, that if there is an objection to actual well
costs within said 60-day period, the Commission will determine
reasonable well costs after public notice and hearing.

(6) That within 60 days following determination of reason-
able well costs, any non-consenting working interest owner that
has paid his share of estimated costs in advance as provided
above shall pay to the operator his pro rata share of the
amount that reasonable well costs exceed estimated well costs
and shall receive from the operator his pro rata share of the
amount that estimated well costs exceed reasonable well costs.

(7) That the operator is hereby'authcrized to withhold
the following costs and charges from production:

(A) The pro rata share of reasonable well costs
attributable to each non-consenting working
interest owner who has not paid his share of
estimated well costs within 60 days from the
date the schedule of estimated well costs is
furnished to him.

(B) As a charge for the risk involved in the drill-
ing of the well, 25% of the pro rata share
of reasonable well costs attributable 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.

(8) That the operator shall distribute said costs and
charges withheld from production to the parties who advanced
the well costs.

(9) That $135.00 per month is hereby fixed as a reasonable
charge for supervision (combined fixed rates) for the subject
well; that the operator is hereby authorized to withhold from
production the proportionate share of such supervision charge
attributable to each non-consenting working interest, and in
addition thereto, the operator is hereby authorized to with-
hold from production the proportionate ghare of actual expendi-
tures required for operating the subject well, not in excess
of what are reasonable, attributable to each non-consenting
working interest.

(10) That any unsevered mineral interest shall be con-
sidered a seven-eighths (7/8) working interest and a one~eighth
(1/8) royalty interest for the purpose of allocating costs and
charges under the terms of this order.
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Cases Nos. 4819 and 4836
Order No. R-4432

(11) That any well costs or charges which are to be paid
out of production shall be withheld only from the working
interests' share of production, and no costs or charges shall
be withheld from production attributable to royalty interests.

(12) That all proceeds from production from the subject
well which are not disbursed for any reason shall be placed in
escrow in Eddy County, New Mexico, to be paid to the true
owner thereof upon demand and proof of ownership; that the
operator shall notify the Commission of the name and address
of said escrow agent within 90 days from the date of this order.

(13) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year herein-
above designated. : o

' STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

BRUCE KING, Chairman

ALEX J. ARMIJO, Member

A. L. PORTER, Jr., Member & Secretary
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STATE OF NEW MEXICO
SS:

'

COUNTY OF BERNALILLO
AFFIDAVIT

I, MICHAEL P. GRACE, being first duly sworn upon oath,
depose and state the following:

I'

That my wife, Corrine Grace, and I have operated and drilled

wells in the South Carlsbad or immediate area in the past four (4)

years aside from other oil operations.
IT.

That supplemental to the facts stated in my telegram an-
nexed as Exhibit E, I would like to state that the so-called
South Carlsbad pool, Morrow, Strawn, etc. has a track record
high in hazards. To my personal knowledge, the wells above
mentioned 2ncounterejone fire, one blowout, and at least one
inability to trip pipe (choke the well) for prolonged periods.
To my attention has come the Antweill blowout of three (3)
weeks duration, the Texas International five (5) day drilling
stoppage, and Gulf, Pennzoil etc. have encountered at least an
additional six (6) or seven (7) similar situations. 1In the
immediate area last summer, Moran Drilling Company lost a rig
to fire and the famous TP fire occurred in the immediate In-
dian Hills similar high pressure area, also the same operator,
Hannegan lost a rig to fire in the same period.

III.

To my personal knowledge this Delaware zone blew out
while drilling, (without fire-thanks to expertise in operations)
for three (3) déys; the Hannifin and Cook combination is witﬁ-
out experience as operators and their drilling rig is unin-
sured, and Cactus brilling Company has been subject to serious.

administrative citations in the past.




Tk

by

Iv.

Tolling these factors, with the prima facie negligence
of placing the pits and rig draw works in such a manner as
to aggravate rather than insulate the fi:e and high pressure
hazards, a cease and desist order is in order here.

V.

My agents in Carlsbad report that the above mentioned
Merland 1 well, Cactus Drilling rig pumped the plug down at
7:00 A.M. today cementing its surface casing, and is now
inactive, waiting on cement for the minimum 18 hour st;ndard’
period for cement to set and should be able to immediately

move without additional expense.

1 ao ! Gy

MIC L P. GRACE

SUBSCRIBED AND SWORN TO BEFORE ME, this #< day of
January, 1974, by MICHAEL P. GRACE. )

i

K ) i !
AL e ;/\J,id_ (.,

NOTARY PUBLIC 7
My Comrmission expires:
- ,-_‘; (; 'L 7 . ”/b‘/ .)ﬁ‘z L]
ey

/@W Ed



STATE OF NEW MEXICO
COUNTY OF EDDY

AFFIDAVIT

The undersigned being Superintendent for Big West Drilling Company
being first duly sworn, deposes aud says that on ‘,Po‘bruary 6, 1973
while drilling the Grace Atlantic #1 well, located in Section 2L,
T22S, R26%, kddy County, New Mexico, I emcountered a blow out of
three days duration at a depth of LL490'. Thgﬁkbrto 3ig Vest
personnel and management the fire which could have been expected
any moment did not break out and the well was put back into comtrol
and further drilling recommenced on beruaxy‘lc. 1973. I am aware
that there is a r:¢ moving to within # distanpe of 110' Bast of ihis
extremely high pressu:e well (in this high loss of comural area).
In my opinion after 22 ysars experience in oil field work an event
such as this requires extraordinary precautiéps;fox any future
4rilling in that immediate area. |

I name among these .tems wrench tightened killrv;lvés and manifolds,
recently tested hydraulic ojerated blow out prgventera, carefully
checked mud vrogram, access to fire fighting oquipment, both local
and in the operation and easy access to the same for the drilling
site. Approved insurance, blow out, fire and otherwise, (state,
Federai and insurance Inspections). Proper installation and safe
working distance from other high pressure zas fﬁcillties and
pperations.

Any procedure which does not include the above I would consider

hazardous enough to be negligent in nature.
VG
H (7‘ B '/_,7," /.!./1 ;o
N\ G AL

~J."E. WILSHER, SUPERINTENDENT
+ /BIG WEST DRILLING COMPANY
4

Subscribed and sworn to before me this 23rd Jamary, 197L.

FEEN

Notasy Public

My commission expires __ September 10, 1975

L hidld [5TL)
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Attarney General

P. O. Box 2246

Sunty Fe, New fMexicn 87501, {

Mr. Tom Nutter

Chief Engineer

0il Conservation Commission
Land Office Buillding

Santa Fe, N. M. 87501



STATE OF NEW MEIXICO

Bffice of the Attorney General

DEPARTMENT OF JUSTICE
P. O. BOX 2246

Santa Fe, . M. s7501

DAVID L. NORVELL January 24 , 1974 OLIVEIR E. PAYNE

ATTORNEY GENERAL DEPUTY ATTORNEY GENERAL

e, Ton Nuster Qze%) # 144

Chlef Engineer {
0il Conservation Commission

Land Office Buillding

Santa Fe, N. M. 87501

Re: Permit No. 30-015-21036

Dear Mr. HNutter:

I understand that W. A. Grussett approved a drilling permit
for D. L. Dannifin and Joe Don Cook.

Without going into great detail, the facts which I am sure

you are familiar with by now, I am advised and convinced

that a dangerous situation exists with regard to the location-
ing of this permit in that it 1s approximately 110 feet from
the Grace-Atlantic gas well which is a high pressure gas

well and one that has experienced a blow-out in the recent
past and there 1s a great deal of expert opinion available
that the positioning of the Dannifin-Cook well at a distance
closer than 600 feet to the Grace-Atlantic well could very
well result in dire consequences.

I would therefore suggest that on a temporary basis at least
the 01l Conservation Commission withdraw permission granted
under the above-referenced permit and would request that you
advise this office as to your intended course of action by
5:00 o'clock p.m.,January 24, 1974.




STATE OF NEW MEXICO

Office of the Attorney General
DEPARTMENT OF JUSTICE
P. O. BOX 2246

Santa Je, . M. 87501

DAVID L. NORVELL ' January 2)4 . 19714 OLIVER E. PAYNE

ATTORNEY GENERAL DEPUTY ATTORNMNEY GENERAL

Mr. Tom Nutter

Chief Engineer

0il Conservation Commission
Land Office Building

Santa Fe, N. M. 87501

Re: Permit No. 30-015-21036
Dear Mr. HNutter:

I understand that W. A. Grussett approved a drilling permit
for D. L. Dannifin and Joe Don Cook.

Without going into great detail, the facts which I am sure

you are familiar with by now, I am advised and convinced

that a dangerous situation exists with regard to the location-
ing of this permit in that it 1is approximately 110 feet from
the Grace-Atlantic gas well which 1s a high pressure gas

well and one that has experienced a blow-out in the recent
past and there is a great deal of expert opinion availlable
that the positioning of the Dannifin-Cook well at a distance
closer than 600 feet to the Grace-Atlantic well could very
well result in dire consequences.

I would therefore suggest that on a temporary basis at least
the 01l Conservation Commission withdraw permission granted
under the above-referenced permit and would request that you
advise this office as to your intended course of action by
5:00 o'clock p.m.,January 24, 1974.
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Case No. 5053
Oxrder No. R-4622

designated as the Carlsbad- Canyon Gas Pool, consisting of the
following described area:

TOWNSHIP 22 SOUTH, RANGE 27 EAST, NMPM
Section 21: S/2

is hereby dismissed.

(d) That the proposed creation of a new pool in Eddy County,
New Mexico, classified as a gas pool for Morrow production and
designated as the Happy Valley-Morrow Gas Pool, consisting of
the following described area:

TOWNSHIP 21 SOUTH, RANGE 26 EAST, NMPM
Section 34: W/2

is hereby dismissed.

(e) That the proposed creation of a new pool in Eddy County,
New Mexico, classified as a gas pool for Morrow production and
designated as the La Huerta-Morrow Gas Pool, consisting of the
following described area:

TOWNSHIP 21 SOUTH, RANGE 27 EAST, NMPM
Section 28: S/2

is hereby dismissed.

(£) That the East Empire Yates-Seven Rivers Pool in Eddy
County, New Mexico, as heretofore classified, defined, and
described, is hereby extended to include therein:

TOWNSHIP 17 SOUTH, RANGE 28 EAST, NMPM
Section 28: NE/4 SE/4

(g) That the Fowler-Devonian Pool in Lea County, New Mexico,
as heretofore classified, defined, and described, is hereby
extended to include therein:

TOWNSHIP 24 SOUTH, RANGE 37 EAST, NMPM
Section 10: SE/4

(h) That the Hat Mesa~-Morrow Gas Pool in Lea County, New
Mexico, as heretofore classified, defined, and described, is
hereby extended to include therein:

TOWNSHIP 21 SOUTH, RANGE 32 EAST, NMPM
Section 1: S/2
Section 2: All
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W AGENCY SANA - S

187P MDT DVA1$3c1502>c2-@15@225181)PD B6/38/74 1455
ICS IPMBNGZ CSP

5058853243 TDEN CARLSBAD NM 97 @6 -390 @255P EDT

PMS BILL CARR, NEW MEXICO OIL CONSERVATION COMMISSION, DLR

. STATE LAND COFFICE BLDG

SANTA FE NM \
THE MERLAND #1 WELL LOCATED SECTION 25 TOWNSHIP 22 SOUTH RANGE
% EAST EDDY COUNTY NEW MEXiCO THAT WE CONTESTED RE ITS LOCATION
IS BLOWING QUT THE GRANTING OF THE PERMIf HAS ENDANGERED THE

GRACE ATLANTIC WELL AND LOCATION AND WE DEMAND IMMEDIATE STEPS

BE TAKEN TO CONTROL THE BLOW OUT AND TO PREVENT FURTHER DAMAGE

TO THE GRACE ATLANTIC WELL AND SURFACE EQUIPMENT THE LOCATION
IS SATURATED WITH OIL THEREFQRE WE HAVE PUT WATCHMEN ON ARCUND
THE CLOCK WE HOLD THE NEW MEXICO OIL CONSERVATION COMMISSION

RESPONSIBLE AND DEMAND THE OIL CONSERVATION COMMISSION TAKE

IMMEDI ATE CORRECTIVE MEASURES

MICHAEL AND CORINNE GRACE



