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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 

MICHAEL AND CORINNE GRACE 

1248 EDT 
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PMS DAN NUTTER, DLR 

STATE LAND OFFICE BLDG 

SANTE FE NM 

RE THE MERLAND NUMBER 1 WELL SOUTH HALF SECTION 24, TOWNSHIP 

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

NEGLIGENCE REGARDING THE ABOVE WELL WE HOLD THE NEW MEXICO OIL 

CONSERVATION COMMISSION PERSONALLY RESPONSIBLE FOR ANY DAMAGE 

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

AND SURFACE EQUIPMENT. BEFORE ANY WORK UN THE MERLAND WELL PROGRESSES 

FURTHER I AM REQUESTING THAT YOU SHOW TO ME AND MY ENGINEERS 

THE PROJECTED PLAN AND WELL HEAD EQUIPMEN1 FOR REPAIRING AND 

REWORKING SAID MERLAND WELL. I CAN BE REACHED BUSINESS DAYS, 

SUNDAYS, NIGHTS AND HOLIDAYS AT AREA CODE 6022646556 
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5 Am Jur 2d APPEAL AND E R R O R § 9 1 4 

§ 913. Moot or abstract questions. 
Pursuant to the general rule that review proceedings wil l not be allowed 

for the purpose of settling merely abstract questions,8 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.8 The proceeding will ordi
narily be dismissed if the question presented is fictitious 1 0 or if , without any 
fault of the appellee or defendant in error,1 1 an event has occurred which 
makes a determination of it unnecessary1* or renders it impossible for an ap
pellate court to grant effectual relief.18 

While it has sometimes been suggested that the rule concerning the dismissal 
of moot cases is one of jurisdiction,14 the more common view is that the fact 
that the question directly presented has become moot does not necessarily 
require a dismissal,16 the rule being one of judicial policy which the courts 
have some discretion in applying.16 

§914. Defects in procedure. 
The failure to take the necessary steps to perfect an appeal may be ground 

for its dismissal,17 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, 
411 111 618, 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 V t 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 A M JUR P L & PR FORMS 
2:247. 

10. Muskogee Gas & EI. Co. v Haskell, 38 
Okla 353, 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 Ct 542; Re Scott, 
228 NV 566, 126 NE 717; Overesch v Camp
bell, 95 Ohio App 359, 53 Ohio Ops 317, 
119 NE2d 848; Burnett 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 A L R 508. 

14. I t is the universal rule that courts wil l 
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 K y 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 wil l 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 388, 
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 Hoffman, 28 Wyo 
183, 201 P 1022. 

16. Cases in which court wil l 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 § 9 1 6 

The failure to perfect8 or prosecute the proceeding* or to present it to the 
appellate court, or the bringing of a1 new appeal,11 may be taken as an 
abandonment of the appeal. 

An appeal or error proceeding may be dismissed for failure of the appellant 
or plaintiff in error,12 or of both parties, to appear.13 

A cross appeal or cross writ of error may be dismissed for want of prosecu
tion. 1 1 

2. PRACTICE AND PROCEDURE 

§916. In general; time for motion to dismiss. 
The usual method of obtaining the dismissal of an appeal or of error pro

ceedings is by a motion 1 5 made in the court to which the appeal is taken.18 

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 i t to pass upon the motion, that is, ordinarily riot before 
the proceeding has been perfected or the time for taking the appeal has ex
pired.1 7 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 2d 3. 

8. The prosecution of a writ of error sued 
out apparently on behalf 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. Fieids 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 
abandoned 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. Anastopouks 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 rnd did not de
sire to prosecule her appeals further, and she 
was calk-d 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 
Moyers, 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. 244 111 329, 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 Dressier, 156 App Div 718, 
141 NYS 1102. 

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

17. Stafford v Union Bank, 16 How (US) 
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§916 APPEAL AND ERROR 5 Am Jur 2d 

is before the court,1 8 although a motion to dismiss need not necessarily wait 
until the formal return day.19 Properly, the motion should not be made 
before the proceeding has been reached in its regular turn on the docket.20 

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,1 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.3 

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 mot.iw without doing injustice 
to the parties. Laz^ru- v Prentice, 234 US 
263, 58 L ed 1305, 34 S Ct 851. 

19. A motion to dismiss for \yant 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 wil l 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 
lxxii , 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 Allen, 149 NY 
280, 43 NE 626; Drabant v Cure, 274 Pa 
180, 118 A 30; Curlin v Canadian & A. 
Mortg. & Tr. Co. 90 Tex 3 76, 38 SW 766. 

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

A motion to dismiss the appeal for failure 

to file the transcript should be made at the 
term or call to which the transcript is return
able; 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, 
i t 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 NW2d 237, 15 ALR2d 208. 

2. Wilson v Life & F. Ins. Co. 12 Pet (US) 
140, 9 L ed 1032; Dilworth v Ed R. Steves 
SL 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 until after the appellant 
had expended large sums of money in prepar
ing a voluminous record and brief does not 
preclude dismissal. Craig of California v 
Green, 89 Cal App 2d 829, 202 P2d iQ*. 

The requirement of the Declaratory Judg
ment Act that an appeal be taken wVJKjn a 

stated period limits the jurisdiction of iVie 
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 K y 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. Litt le v Bowers, 134 US 547, 33 L 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 A P I - J L A L AND ERROR 

§ 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,4 or on the court's own motion.6 A mere stranger 
cannot make a motion to dismiss a review proceeding8 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.7 How
ever, where the attorney for the plaintiff in error has a contract for a con
tingent fee,8 or where the litigation is such that it wil l , if the plaintiff in 
error is successful, result in a recovery of property on which his counsel will 
have a lien for his fees,8 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.10 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.11 

| 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 1 8 or that the judgment sought to be reviewed is not final,18 as well as 
for numerous other reasons, even though no objection is raised by the opposite 
party. 1 4 

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 i t 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 Ailing, 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 
SW 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. Piatt 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 
Chappie, 114 Ohio St 155, 151 NE 48; Berry 
v Zahler, 220 SC 86, 66 SE2d 459; C. & L . 
Supply Co. v Kennedy (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 wil l dis
miss upon its own motion an appeal not filed 
within the period prescribed. Ohio-Kentucky 
Coal Co. v Auxier, 239 K y 442, 39 SW2d 
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 
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A & E Form 990 2 A M JUR PL AND PR FORMS 

Notes 

Appellant's lack of right to review as ground for dismissal. 5 Am Jur 2d APPEAL AND ERROR 
§ 909. 

Form 990 Motion—To dismiss appeal—Improper parry appellant—Lack of service 

[Caption, see CAPTIONS, PRAYERS, E T C . ] 

To the i [appellate] Court of the State of —2 
3 , the petitioner and respondent herein, hereby moves this court to 

make and enter its order dismissing the appeal of —4 upon the following 
grounds: 

1. Notice of appeal was not served on s 
2. e is not a party with the right to appeal to this court. 
Said motion wil l be made on the return on appeal filed herein, together with 

the affidavits and brief attached hereto. 
Dated _„r , 19_.s... 

[Signature] 

Notes 
Appellant's lack of right to review as ground for dismissal. 5 Am Jur 2d APPEAL AND ERROR 

§ 909. 

Form 991 Motion—To dismiss appeal—Judgment appealed f rom not final 

[Caption, see CAPTIONS, PRAYERS, E T C . ] 

To the Honorable Chief Justice and the Associate Justices of the 
Court of 2 

The —3 [defendant or plaint iff] 4 moves to dismiss the appeal 
in this action taken to this s by the e [plaintiff or defendant] 
—7 pursuant to notice of appeal served on s , 19_9__, and filed with 
the io [lower] Court on I I , 19_i2... 

The 13 [defendant or plaintiff] 14 so moves for the reason 
that the judgment of the is [lower] Court is not a final judgment. Said 
judgment is printed in Appendix is 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: ..._i7 , 19_is... 
[Signature] 

Notes 
Dismissal of review proceedings based on decision not appealable because not final. 5 Am 

Am Jur 2d APPEAL AND ERROR § 908. 

Form 992 Motion—To dismiss appeal—Issues presently moot 

[Caption, see CAPTIONS, PRAYERS, E T C . ] 

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 the matters in controversy in this action and upon this 
appeal have become abstract or moot, in that —-3 [recite pertinent facts]. 
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APPEAL AND ERROR A & E Form 994 

Said motion wil l be made upon the record in the above-entitled cause together 
wi th the affidavits and brief attached hereto. 

Dated ....A , 19._s._. 
[Signature] 

Notes 
Right to have appeal dismissed on motion 

where substantial questions presented in trial 
court have become moot. 5 Am Jur 2d AP
PEAL AND ERROR § 913. 

The interest which every person has in hav
ing decided every question of law which 
governs individual conduct or interprets con
tracts is not the sort of public interest which 
will prevent dismissal of an appeal when the 
question has, as between the immediate par

ties, become moot. Willis v Buchman, 240 
Ala 386, 199 So 892, 132 ALR 1179. 

Where the question involved is of a pub
lic character, the court will determine it to 
forestall future similar controversies, even 
though events have rendered it moot so far 
as the personal interests of the parties are 
concerned. Pallas v Johnson, "100 Colo 449, 
68 P2d 559, 110 ALR 1403. 

Form 993 Motion—To dismiss appeal—Failure to file undertaking 

[Caption, see CAPTIONS, PRAYERS, E T C . ] 

Comes now i [plaintiff or defendant] for this motion only, and shows 
to the court that plaintiff filed suit in the 2 Court of a County 
against defendant for —4 ; that on —s , 19__e._, the said court rendered 
judgment in favor of — t [plaintiff or defendant] for a ; that there
after on » , 19_io„, — n the [defendant or plaint i f f] filed with the 
said court notice of appeal and said court allowed the appeal and transferred the 
papers to this court. 

12 [defendant or plaint i f f] in filing notice of appeal did not file any 
is [recognizance or bond] with the said court as required by 14 

[cite statute or rule of court] and that said is [statute or rule of court] 
makes it mandatory that such is [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, _._.i7 [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 APPEAL 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 Runkel, 9 Wash 2d 246, 114 P2d 534, 137 

ALR 175. 

Form 994 Motion—To dismiss appeal—Failure to pay filing fee 

[Caption,- see CAPTIONS, PRAYERS, E T C . ] 

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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STATE OF NEW MEXICO COUNTY OF SANTA PE 

IN THE DISTRICT COURT 

MICHAEL P. GRACE and 
CORRINE GRACE, 

P e t i t i o n e r s , 

v. No. 474 06 

NEW MEXICO OIL CONSERVATION 
COMMITS TON, 0. L. HANNIFIN, 
JOE DON COOK, and CACTUS 
DRILLING COMPANY, 

Respondents. 

ORIGINAL ^ j ^ . j j j ^ 

NOTICE OF APPEAL 
TO THE 

bUPREME COURT OP NEV/ MEXICO 

fioUoa i!» u/eu t h a t t i i e Pet i t i o n e r s have appealed t o 

the Suprerce Court :,\ the State o f Hew Mexico from the Judgment 

rendered he-HL February 8, 1974, denying P e t i t i o n e r s ' 

A p p l i c a t i o n f o r a Temporary R e s t r a i n i n g Order and Pre l i m i n a r y 

I n j u n c t i o n . 

UATVO t h i s /?Sth day of February, 1974. 

1 J£\,-VH<L{ A • ̂  -/'-
FARRELL L. LINES 
ATTORNEY FOR PETITIONERS 
L>00 Second 3 t r u e t , LJ.W. 
Albuquerque, New Mexico 87101 

I 'ieroby c>:rv. 1 f tacit a 
copy of cne foregoing 
was mailed to opposing 
jounsel of record t . i i s 
' / t k . of i a r c , 1 - 7 4 . 

VA, JSC. )BERT W. PYAL 
ATTORNEY FOR PLTI'i.10NERS 
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STATE OF HEW MEXICO COUNTY OF SANTA FE 

IN THE DISTRICT COURT 

MICHAEL P. GRACE and 
CORRINE GRACE, 

Petitioners, 

v. No. 47406 

NEW MEXICO OIL CONSERVATIOtf 
COMMISSION, D. L. HANNIFIN, „ v 0 i / 
JOE DON COOK and CACTUS 
DRILLING COM! YTY, 

Respondents. .,1, J r. » H 

PRAECIPE FOR 
RECORD ON APPEAL 

The Clerk w i l l please prepai: a transcript of the 

Record for Appeal to the Supreme Court of the State of New 

Mexico. 

The transcript w i l l include the record of a l l pro

ceedings in connection with the Final Hearing on tiie merits 

on the /vp].. xicat--<ui for a Temporary Restraining Order and 

Preliminary Injunction, and to include a l l pleadings of 

record and a i l Exhibits offered in evidence, and to include 

the Findings o;: Fact and Conclusions of Law of a l l parties 

together with tho »>ecision of the Court and the Judgment 

thereof. 

Dated this 2 5th day of February, 1974. 

FARRELL L. LINES 
ATTORNEY FOR PETITIONERS 
500 Second Street, N.W. 
Albuquerque, New Mexico 87101 

ILLEGIBLE 
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ATTORNEYS AND COUNSELLORS AT LAW 

LARRY L. LAMB 
BERNARD P. METZOAR 

NICK FRANKLIN 
FARRELL L. U N E S 

500 SECOND STREET, NW 
ALBUQUERQUE, NEW MEXICO 87101 

TELEPHONE (505) 247-0107 

November 15, 1974 

Ms. Susie M. Montoya 
D i s t r i c t Court Clerk 
P. 0. Box 2268 
Santa Fe, New Mexico 87501 

RE: Grace v. New Mexico O i l 
Conservation Commission, 
et a l . , #47,406 

Dear Ms. Montoya; 

Enclosed please f i n d a Notice of Appeal and Precipe 
which should be f i l e d i n the above cause. Enclosed please 
f i n d a stamped, self-addressed envelope ta return conformed 
copies. 

FLL:cls 

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

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

I appreciate your assistance. 

Very t r u l y yours, 

F a r r e l l L. Lines 



IN THE DISTRICT COURT OF SANTA FE COUNTY 

STATE OF NEW MEXICO 

MICHAEL P. GRACE, I I , 
and CORRINE GRACE, 

Petitioners, 

v. 

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

Respondents. 

NOTICE OF APPEAL TO THE SUPREME COURT OF NEW MEXICO 

NOTICE i s GIVEN that the Petitioners have appealed 

to the Supreme Court of the State of New Mexico from the 

Order and Judgment rendered herein on November 13, 1974, 

ordering that Petitioners'bond in the sum of $3,000.00 be 

forfeited, and request that the appeal from 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. 

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

By: 
Attorneys for Pe t i t ioners ~ 
500 Second S t r e e t , 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 *%4^ r 

day of 1974. -ct^r ' ' 

No. 47,406 



IN THE DISTRICT COUR? OF SANTA FE COUNTY 

STATE OF NEW MEXICO 

MICHAEL P. GRACE, I I , 
and CORRINE GRACE, 

Peti t i o n e r s , 

v. No. 47,406 

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

Respondents. 

PRECIPE FOR RECORD ON APPEAL 

The Clerk w i l l please prepare a t r a n s c r i p t of the 

record for appeal to the Supreme Court of the State of New 

Mexico. 

The t r a n s c r i p t w i l l include, i n addition t o the 

Precipe that was f i l e d on March 4, 19 74, a l l of the pleadings 

and exhibits and record of proceedings i n connection with 

the hearing on Respondents' Motion to f o r f e i t the $3,000.00 

in j u n c t i o n bond tha t was heard on October 29, 1974. 

LAMB, METZGAR, FRANKLIN & LINES, P.A 

Attorneys f o r Petitioners 
500 Second Street, N.W. 
Albuquerque, New Mexico 87101 
247-0107 

STROUD & SMITH 

By: 
Attorneys f o r Petitioners 
1407 Main Street, Suite 1407 
Dallas, Texas 75202 
214-741-1407 

I hereby c e r t i f y that a true copy 
of the foregoing was mailed to 
opposing counsel of record t h i s 

day of , 1974. 



In The District Court of SANTA FE -Cmmf̂  State of New Mexico 

MICHAEL P. GRACE & CORRINE GRACE 
jj Plaintiff. 

v*. \ yo 47406 

COMMISSION, et a l Cefwdmnt. 

. NOTICE OF HEARING 

KOTICE IS HEREXY GIVEN that the abov* cause of action nil! be e&Ued for hearing before the undersigned 
Judfi tor the time, d*,te, pUee and purpoee indicated. -

q.'̂ n AM • OCTOBER 29, 1974 SANTA FE COUNTY COURTHOUSE 
TIME DATS PLACE 

MOTIONS & COST BILL 2 hrs. 
NATURE OF HEARING TIME RESERVED 

OTHER COMMENTS: 

THIS CASE I S SET ON A TRAILING DOCKET. 

EDWIN L . FELTER 
District Judge 

^ Ani ta M. Aldecoa SECRETARY 

^ " AUGUST 15, 1974 
DATE THIS NOTICE HAILED: . 

Mr. F a r r e l l 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 
O i l Conservation Commission 
Land Office Building 
Santa Fe', New. Mexico 87501 



STATE OF HEW MEXICO COUNTY OF SANTA FE 

IN THE DISTRICT COURT 

MICHAEL P. GRACE and 
CORRINE GRACE, 

Peti t i o n e r s , 

v. 

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

Respondents, 

No. 474OC 

NOTICE OF APPEAL 
TO THE 

SUPREME COURT OF NEW MEXICO 

Notice i s given that tiie Petitioners have appealed to 

the Supreme Court of the State of Nev; Mexico from the Judgment 

rendered herein on February 8, 1974, denying P e t i t i o n e r s ' 

Application f o r a Temporary Restraining Order and Preliminary 

Injun c t i o n . 

DATED t h i s 28th day of February, 1974. 

\>L
/Lt,AAjU<> 

F/fcRRELL L. LINES 
ATTORNEY FOR PETITIONERS 
SOO Second Street, N.W. 
Albuquerque, New Mexico 87101 

I hereby c e r t i f y that a 
copy of the foregoing 
was mailed to opposing 
counsel of record t h i s 
7 u J of March, 1974. 

BOB rAN, JH. )BERT W. RYAN, 
ATTORNEY FOR PETITIONERS 
Stroud & Smith 
Suite 1300, 1407 Main Street 
Dallas, Texas 75202 



^ STATE OP NEW MEXICO COUNTY OP SANTA FE 

IN THE DISTRICT COURT 

MICHAEL P. GRACE and 
CORRINE GRACE, 

Petitioners, 

No. 47406 

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

Respondents. 

NOTICE OF APPEAL 
TO THE 

SUPREME COURT OF NEW MEXICO 

Notice i s 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. 

FARRELL L. LINES 
ATTORNEY FOR PETITIONERS 
SOO Second Street, N.W. 
Albuquerque, New Mexico 87101 

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

2£L 
of March, 1974. 

BERT W. RYAN, JS. 
ATTORNEY FOR PETITIONERS 
Stroud & Smith 
Suite 1300, 1407 Main Street 
Dallas, Texas 75202 



Hi THE DISTRICT COURT OF SANTA F l COUNTY 

STATE OF NEW MEXICO 

No. 47406 

MICHAEL P. GRACE, I I 
and CORRINE GRACE, 

Pecitionars 

vs. 

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

Respondents 

MEMORANDUM BRIEF I® SUPFQRT OF 

RESPONDENTS* MOTIOtt TO FORFEIT BOND 

On January 25, 19 74, toe Petitioners herein obtained 

a Temporary Restraining Order against the Respondents, which 

Order: 

(1) Required the New Mexico O i l Conservation Commission 

to temporarily suspend the d r i l l i n g permit of D.L. Hannifin 

and Joe Don Cook for the d r i l l i n g o f an o i l and gas w e l l 

known as Merland Ho. 1, i n Section 24, Township 22 South, 

Range 26 East, N.M.P.M., Eddy County, Kew Mexico. 

(2) Restrained and enjoined D.L. Hannifin, Joe Don 

Cook ana Cactus D r i l l i n g Company from f u r t h e r d r i l l i n g opera

tions on the Harland ,.o. l.Well, and ordered the immediate 

removal of tha d r i l l i n g r i g and a l l d r i l l i n g equipment from 

tiie Grace-Atlantic Well pad. 

(3) Required the posting of a Three Thousand Dollar 

($3,000.CO) bond by Petitioners as security f o r Respondents' 

costs. 

- 1 -



On January 28, 1974, the Court, upon proper Notice of 

Hearing having been given, and with a l l parties being present 

i n person and represented by counsel, heard a Motion f i l e d 

by Respondents D.L. Hannifin and Joe Don Cook t o quash the 

Temporary Restraining Order or a l t e r n a t i v e l y , t o dissolve 

the same, based upon v i o l a t i o n s alleged by Respondents to 

have been committed by Petitioners i n obtaining tiie Temporary 

Restraining Order. After hearing, the Court, on January 28, 

1974, entered i t s Order f i n d i n g t h a t the Temporary Restraining 

Order had been iraprovidently issued, and the same was quashed 

and dissolved. 

On the satoe date the Court entered i t s Order quashing 

and dissolving the Temporary Restraining order, a Motion to 

f o r f e i t the Petitioners 1 1 Three Thousand Dollar ($3,000.00) 

bond was f i l e d i n open court by the Respondents, D.L. Hannifin 

and Joe Don Cook. 

Rules 65-66(c) of the Rules of C i v i l Procedure f o r the 

D i s t r i c t Courts of the .itate of Hew Mexico (Sec. 21-1-1, 

65-66(c)) TI.M.3.A., 1953 Comp. , state t h a t no preliminary 

i n j u n c t i o n s h a l l issue or occur except upon the givin g of 

security by the applicant i n such sum as the court deems 

proper, for the payment of such costs and damages as may 

be incurred or suffered by any party who i s found to have 

been wrongfully enjoined or restrained. Subsection (d) of 

the saiae Rule and Statute provides that whenever security 

i s given i n the form of a bond, each s u r e t y submits himself 

to the j u r i s d i c t i o n of the court and irrevocably appoints 

the Clerk of the Court as his agent upon whom any papers 

a f f e c t i n g h is l i a b i l i t y on th® bond or undertaking may be 

-2 



erved. The l i a b i l i t y may be enforced on notion without the 

necessity o f independent action. 

Section 65-3-23(b), N.M.S.A., 1953 Comp., provides t h a t 

such a bond as the s tab j ect bond i s given f o r the use and 

benefit of a l l persons who aay s u f f e r damage under a wrong

f u l l y issued temporary r e s t r a i n i n g order, even though the 

bond may be stated on i t s face to ran d i r e c t l y t o another 

party. I n t h i s p a r t i c u l a r matter, the bond was stated to 

be i n favor of the State of New Mexico, however, the Statute 

extends protection to a l l persons s u f f e r i n g damage under a 

wrongfully issued r e s t r a i n i n g order. 

Respondents, D.L. Hannifin and Joe Don Cook seek to 

f o r f e i t the bond submitted by the Petitioners i n obtaining 

the issuance of the Temporary Restraining Order. Respondents 

submit that ths Temporary Restraining Order was wrongfully 

issued, i n v i o l a t i o n of the requirements f o r such an order 

as set f o r t h i n Rules 65-66 of the Rules of C i v i l Procedure 

fo r tha D i s t r i c t Courts of t h * State of Sew Mexico. 

Black's Law Dictionary, 4th Ed. (1957) defines wrong

f u l l y as something having been done " i n a wrong manner" or 

"unjustly". The sat̂ se dictionary source defines improvidently 

as "a judgment, decree, ru l e , i n j u n c t i o n , etc., when given 

or rendered without adequate consideration by the court, or 

without proper information as t o a l l tha circumstances a f f e c t 

ing i t , or based upon a mistaken assumption or misleading 

information or advice, i s sometimes said to have been *improvi-

dently * given or issued. ** 

I n the present instance, the Court was not provided 

proper information as to a l l of the circumstances a f f e c t i n g 

-3-



the Temporary Itestraining Order which was granted on January 

25, 1974, and f u r t h e r , the sane was granted upon misleading 

information. As the Court w i l l r e c a l l from the argument of 

counsel f o r the Respondents on the Motion to Quash the Tempor

ary Restraining Order, the Petitioners f a i l e d t o comply with 

the requirements set f o r t h i n Rule 65-66(b) of the Mew Mexico 

Rules of C i v i l Procedure i n that they almost t o t a l l y f a i l e d 

to follow the requirements of the Rules. The Court w i l l 

r e c a l l the language of Rules $5-66(b) which i n i t i a t e s the 

basis f o r granting a temporary r e s t r a i n i n g order without 

w r i t t e n or o r a l notice t o the adverse party or h i s attorney 

only i f the s p e c i f i c requirements of t h i s Subsection are 

met. Such stringent requirements are understandable, since 

the Court i s dealing with an ex parte order which could cause 

substantial i n j u r y to the enjoined party, as we have i n the 

present instance. 

There do not appear to be any New Mexico cases i n point 

where the f o r f e i t u r e of a bond under the Rules has been con

sidered. However, the New Mexico Rule requiring the giving 

of security (Rule 65(c)) i s derived from Rule 65(c) of the 

Federal Rules, and the same are almost i d e n t i c a l . New Mexico 

Rule 65(d), allowing f o r proceedings against the surety i s 

almost i d e n t i c a l with Federal Rule 65.1. Under the Federal 

Rules of C i v i l Procedure, Rule 65, 28 U.S.C.A., there have 

been numerous decisions involving the f o r f e i t u r e of a bond 

i n temporary r e s t r a i n i n g order and i n j u n c t i v e proceedings. 

I t appears to be reasonably we l l s e t t l e d that damages 

under bond f o r f e i t u r e are recoverable only i f f i n a l judgment 

i s i n favor of the party enjoined. Meeker v. Stuart, 188 

F. Supp. 272, Aff. 289 F.2d 902. I n the present instance, 

~4-



final judgment was rendered in favor of these Respondents, 

the parties enjoined. 

Further, the purpose for the Rule requiring security 

i s well settled, as stated in Onan v. United States, 190 

F.2d 1, at page 7, as follows* 

"The requirement of security as provided by Rule 65(c), 

Federal Rules of Civil Procedure, was intended to protect 

against damage caused by the l«provldent issuance of an in

junction in advance of full hearing." (Emphasis added) 

It i s significant that many cases, in speaking of wrong

fully issued restraining orders and injunction, refer to an 

improvidently issued order. Capital Electric Company y. 

Crlataldi, 157 F. Supp. 64S; and Salvage Process Corporation 

v. Ac»e Tank Cleaning Process Corporation, 104 F.2d 105, Cart. 

Den« 

Thus, assuming the existence of an improvidently issued 

temporary restraining order, the burden rests upon the re

strained parties to prove damages under the bond sought to 

be forfeited. As stated in Monolith Portland Midwest Co. 

V. R.F.C., 12S F. Supp. 824 5 

"The allowance of damages for wrongful issuance of an 

injunction, should rest on equitable principals, and as a 

general rule, should be such damages only as were actual, 

necessary and the proximate result of the injunction during 

the tins i t was operative." 

In viewing the bond, i t i s only necessary that the same 

substantially comply with the statutory requirements for tha 

bond, and in deterraining whether a condition of the bond has 

been broken, i t must be construed according to the substance 

and not according to the letter. 42 Am. Jar. 2d "Injunctions w, 



p.p. 1113-1114. 

Respectfully Submitted, 

HONKER, FSD5IC & SIGGIMBOTHAM, R.A. 

Don M. " Fedrl'c 
Attorneys for Respondents 
D.L. Hannifin and Joe Don Cook 
P.O. Box 183? 
Roswell, New Mexico 83201 
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ATTORNEYS AND COUNSELLORS AT LAW 
500 SECOND STREET. NW 

LARRY L. LAMB ALBUQUERQUE. NEW MEXICO 87101 
B E R N I C K FRPANKL?N * " TELEPHONE (505) 247-0107 

F A R R E L L L. L I N E S 

A p r i l 3, 1974 

Mr. W. A. Gresset 
Supervisor and O i l 
and Gas Inspector 

Drawer D D 
Artesia, New Mexico 88210 

RE: Merland No. 1 Well 

Dear Mr. Gresset: 

I represent Michael P. Grace, who i s the operator of 
the Grace A t l a n t i c No. 1 Well, which i s located a few feet 
from the Merland No. 1 Well located i n Eddy County, New 
Mexico. By t h i s l e t t e r we are informing you that we are 
opposed to your granting any extension allowing f l a r i n g of 
the above w e l l past the 60-day period, ending A p r i l 26,1974. 

We are making application with the O i l Conservation 
Commission f o r a suspension of any fur t h e r authority to 
f l a r e , and t r u s t that i f you receive application f o r such 
authority that you w i l l r e f e r i t to the Commission, rather 
than granting the authorization on the d i s t r i c t l e v e l . 

We appreciate your assistance. 

Very t r u l y yours, 

F a r r e l l L. Lines 

FLL;ml 

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



L A W O F F I C E S O F 

H U N K E H , F E D R I C & HlGGINBOTHAM, P.A. 
2 I O H I N K L E B U I L D I N G 

P O S T O F F I C E B O X 1 8 3 7 

G E O R G E H. H U N K E R , J R . R O S W E L L , N E W M E X I C O 8 8 S Q I 

DON M. FEDRIC March 2 5 , 1974 
R O N A L D M. H l G G I N B O T H A M 

T E L E P H O N E 6 2 2 - 2 7 0 0 
A R E A C O D E 5 0 5 

D i s t r i c t Court Clerk 
D i s t r i c t Court of Santa Fe County 
P. 0. "ox 2263 
Santa " e, New Mexico 87501 

Re: Michael P. Grace, and 
Corrine Grace vs. N.M.O.C.C. 
et a l , No. 47406, D i s t r i c t 
Coufct, Santa Fe County 

Dear Ms. Montoya: 

Enclosed f o r f i l i n g , please f i n d Respondents' Cost B i l l 
and Notice of Hearing i n connection with the above matter. 

Thank you f o r your atte n t i o n . 

Yours very sincerely, 

HUNKER, FEDRIC & HlGGINBOTHAM, P. 

Don M. Fedric 

j 
1 

encls. 
cc: Mr. F a r r e l l L. Lines 
cc: Mr. Robert W. Ryan, Jr. 
cc: Mr. William F. Carr 



IH THE DISTRICT COURT OF SANTA FE COUNTY 

STATE OF NEW MEXICO 

MICHAEL P. GRACE, I I 
and CORRINE GRACE, 

Petitioners 

vs. No. 47406 

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

Respondents 

NOTICE OF HEARING 

Notice i s hereby given by Hunker, Fedric & Higginbotham, 

P.A., attorneys f o r Respondents, D.L. Hannifin and Joe Bon 

Cook, that a hearing w i l l be held on the said Respondents' 

Cost B i l l which has been submitted herein, on Tuesday, A p r i l 

2, 1974, i n the D i s t r i c t Court of Santa Fe County, New Mexico 

i n the County Courthouse at Santa Fe, New Mexico, at 9:30 

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

querque, Nev? Hex ico; Mr. 
Robert W. Pyan, Jr. , 
Attorney at Law, Suite 
1300, 1407 Main St., Dallas, 
Texas, 75202; and Mr. William 
F. Carr, Asst. Atty. Gen., 
O.C.C,, Land Office Bldg., 
Santa Fe, Mew Mexico, 87501, 
t h i s 2 * T day of March, 

HUNKER, FFDRIC & HIGGINBOTHAM, P.A. 

I hereby c e r t i f y that I 
have mailed a true copy 
of the foregoing i n s t r u 
ment to Mr. F a r r e l l L. 

•\ Fedric 

Lines, Attorney at Law, 
500 2nd St., *T.W. , albu-

Attomeys f o r Respondents; 
D.L. Hannifin and Joe Don Cook 
P.O. Box 1837 
Roswell, Nev Mexico 80201 

1974. 



IN THE DISTRICT COURT OF SANTA FE COUNTY 

STATE OF HE;* MEXICO 

MICHAEL P. GnACB, I I 

and cowxv-x SPACE. 
Petitioners 

NEW MFXICO OIL CONSERVATION 
COMMISSION, D.L. HAITCIFIW, 
JOE DON COOK and CACTUS 
PRILLING COMPANY, 

Respondents 

No. 47406 

Ie-35PONDENTS' COST BILL 

The Respondents, D.L. Hannifin and Joe Don Cook, here

with submit t h e i r cost b i l l to ba taxed against and recover

ed from the Petitioners, Michael P. Grace, I I and Corrine 

Grace, as follows. 

1. Witness fees for attending D i s t r i c t Court hearings? 

(a) Witness Ken Hedrick 

1/31/74 
2/1/74 
2/2/74 

(b) witness Ray Warner 

1/31/74 
2/1/74 
2/2/74 

$5.00 
S5.00 

_|5^00_ 
$15.00 

$5.00 
$5.00 
$5.00 
$15.00 

130.00 

2. Travel expense fo r witnesses, Ken Hedrick and Ray 

Warner, from and to Hobbs, New Mexico ( t o t a l 614 miles each) 

at 8* per mile f o r each witness: 

(a) Ken Hedrick $49.12 

(b) Ray Warner $49.12 

$98.24 

- 1 -



3. Expert Witness fee f o r professional engineer witness 

Raymond Lamb, Artesia, New Mexico, f o r preparation, attendance 

and testimony i n D i s t r i c t Court, 1/31/74, 2/1/74 and 2/2/74? 

(a) Raymond Lamb $308.00 

$308.00 

Total Costs $436.24 

DATED t h i s £ ^ day of March, 1974. 

HUNKER, FEDRIC & HlGGINBOTHAM, P.A, 

Attorneys f o r Respondents, 
D.L. Hannifin and Joe Don Cook 
P.O. Box 1837 
Doswell, New Mexico 88201 

) 

) ss 

COUNTY OF CHAVES ) 

Don ? . Fedric, being f i r s t duly sworn upon his oath, 

deposes and states that he i s one of the attorneys f o r the 

Respondents, D.L. Hannifin and Joe Don Cook i n the above 

e n t i t l e d cause and has knowledge of the costs and disburse

ments? that the items i n the above cost b i l l were actually 

and necessarily incurred i n the defense of said cause and 

that the sen/ices charged have been actually and necessarily 

performed as stated therein. 

Don M. Fedric ' 

SUBSCRIBED AND SWORN TO before me t h i s day of 

March, 1974. 

Horary Public 
My Commission Expires: 



CERTIFICATE OF MAILING 

I hereby certify that I have mailed a true copy o* 

the foregoing Cost B i l l to Mr. F a r r e l l L. Lines, Attorney 

at Law, 500 Second Street, N.W., Albuquerque, New Mexico,* 

M r . Fob a r t r:. pyan, J r . , Attorney at Law, Suite 1300, 

140? r a i n s t r e e t , Dallas, Texas, 75202? and Mr. William 

F. Carr, Assistant Attorney General, O i l Conservation 

Commission, Land Office Building, Santa Fe, Hew Mexico, 

37501, t h i s day of March, 1974. 

Dcn'f. Fedric 
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L A W O F F I C E S O F 

G E O R G E H . H U N K E R , J R . 

D O N M. F E O R I C 

R O N A L D M . H l G G I N B O T H A M 

H U N K E R , F E D R I C 8C H I G G I N B O T H A M , P.A. 
2 I O H I N K L E B U I L D I N G 

P O S T O F F I C E B O X 1 8 3 7 

ROSWELL,NEW MEXICO SBSOI 

March 26, 1974 

T E L E P H O N E 6 2 2 - 2 7 0 0 
A R E A C O D E 5 0 5 

Mr. F a r r e l l L. Lines 
Attorney at Law 
500 Second Street, N.W. 
Albuquerque, New Mexico 

Mr. Robert W. Ryan, Jr. 
Attorney at Law 
Suite 1300 
1407 Main Street 
Dallas, Texas 75202 

Mr. William F. Carr 
Assistant Attorney General 
O i l Conservation Commission 
Land Office Building 
Santa Fe, New Mexico 37501 

Re: Michael P. Grace and 
Corrine Grace vs. 
N.M.O.C.C., et a l 
No. 47406 - Santa Fe 
County 

Gentlemen: 

We have been advised that Judge Felter w i l l hear 
the Motion to F o r f e i t , Respondents' Cost B i l l and 
Supersedeas Bond at the A p r i l 2, 1974 se t t i n g . 

Yours very sincerely, 

HUNKER, FEDRIC & HIGGINBOTHAM, P.A, 

D Don M. Fedric 
M 
F 
* 

j 
1 



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 I I 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. 

Anita M. Aldecoa 



In The District Court of - - . S A N T A FE . County. State of New Mexico 

MICHAEL P. GRACE & CORRINE GRACE 
; " Plaintiff. ' 

V«. No 4740,6 

NEW MEXICO OIL CONSERVATION 
cuMMissiuN, i m r . 5*55557 
HANNIFIN, JOE DON COOK, & 
CACTUS DRILLING COMPANY 

NOTICE OF HEARING 

NOTICE IS HERESY GIVEN thai the abov* cause of action viii be called for hearing before the undesigned 
Judf* (or the time, d*.te, place and purpose indica-ted. 

9:30 AM-
TME 

APRIL 2. 
DATE 

SANTA FE COUNTY COURTHOUSE 
PLACE 

MOTION TO FORFEIT BOND 
NATURE OF HEARING TIMS RESERVED 

OTHER COMMENTS: 

DATE THIS NOTICE HAILED:. 

EDWIN L . FELTER 

Anita M. Aldecoa 
District Judge 

SECRETARY 

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 & HlGGINBOTHAM 
Attorneys at Law 
P. 0. Box 1837 
Roswell, New Mexico 88201 

Mr. William F. Carr 
Assistant Attorney General 
Oil Conservation Commission 
Land Office Building 
Santa Fe, New Mexico 87501 



L A W O F F I C E S O F 

H U N K E R , F E D R I C & H I G G I N B O T H A M , P.A. 

2 \ 0 H I N K L E B U I L D I N G 

P O S T O F F I C E B O X 1 8 3 7 

G E O R G E H . H U N K E R , J R . 

D O N M. F E D R I C 

R O N A L D M . H I G G I N B O T H A M 

R O S W E L L , N E W M E X I C O ssaoi T E L E P H O N E 6 2 2 - 2 7 0 0 
A R E A C O D E 5 0 5 

February 7, 1974 

B i l l Carr, General Counsel 
New Mexico O i l Conservation Commission 
P. 0. Box 2088 
Santa Fe, New Mexico 87501 

Dear B i l l : 

We c e r t a i n l y appreciate the k i n d p r o f e s s i o n a l assistance 
and cooperation shown us by a l l of the s t a f f of the New Mexico 
O i l Conservation Commission i n the recent Santa Fe D i s t r i c t 
Court proceeding. Messrs. P o r t e r , Nutter and Stamets were 
most h e l p f u l , and please express t o them our best wishes and 
thanks. 

Someone once s a i d , " I n the face of a d v e r s i t y , courage, 
f o r t i t u d e and whiskey sometimes helps", and you might pass 
t h a t on t o Tom w i t h our best wishes. 

Again, thank you f o r your enthusiasm and ki n d help. 

Yours very s i n c e r e l y , 

HUNKER, FEDRIC & HIGGINBOTHAM, P. 

Don M. Fedric 

DMF:dd 



827- 2 3 8 5 

POST O F F I C E BOX 2 2 6 6 

February 8, 1974 

Mr. Farrell L. Lines 
Attorney at Law 
500 2nd Street, N.W. 
Albuquerque, New Mexico 87103 

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 S 
Assistant Attorney General 
Oil Conservation Conmiission 
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/ama 

Enclosure 



STATE OF NEW MEXICO COUNTY OF SANTA FE 

IN THE DISTRICT COURT 

MICHAEL P. GRACE and 
CORRINE GRACE, 

P e t i t i o n e r s , 

vs. No. 47406 

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

Respondents. 

DECISION OF THE COURT 

The Court hereby makes the following Decision i n the 

above-entitled case: 

FINDINGS OF FACT 

1. The Court has j u r i s d i c t i o n of the parties and subject 

matter of t h i s action. 

2. The Respondents, D. L. Hannifin and Joe Don Cook, are 

the lessees of record i n and to the o i l 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 i s under lease to or controlled by the Pe t i t i o n e r s . 

3. The P e t i t i o n e r , 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 w e l l , i n accordance with New Mexico O i l 

Conservation Commission Rules and Regulations, has been allocated 

a 320 acre w e l l spacing u n i t for production of gas from the 

Morrow formation at approximately 11,400 feet, which spacing 

u n i t consists of the SE/4 of Section 24, under lease to said 

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

controlled by the Pe t i t i o n e r s . 

4. The Grace-Atlantic Well #1, which i s presently produc

ing and s e l l i n g gas from the Morrow Formation, i s owned F i f t y 

Percent (50%) by Petitioners and F i f t y Percent (50%) by said 

Respondents, subject to r o y a l t y i n t e r e s t s . 

5. On or about December 28, 1973, the New Mexico O i l 

Conservation Commission approved an application f i l e d by the 

said Respondents, to operate and d r i l l a w e l l known as the 

Merland #1, to a depth of approximately 4,550 feet on a 40 acre 

spacing u n i t , located w i t h i n and upon the lease owned by said 

Respondents i n the SE 1/4 of said Section 24, to test the Dela

ware Formation underlying said land f o r the production of o i l . 

6. The Merland #1 Well i s located approximately 144 feet 

Northeast of the Grace-Atlantic #1 gas w e l l . 

7. The Delaware Formation underlying the lease and land 

of said Respondents i n the SE 1/4 of said Section 24 i s solely 

owned by said Respondents, and the Petitioners have no i n t e r e s t 

therein. 

8. On or about January 23, 1974, said Respondents i n i t i a t e d 
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# 4 

d r i l l i n g operations f o r the Merland #1 Well through Respondent 

Cactus D r i l l i n g Company. 

9. The d r i l l i n g operations of Cactus D r i l l i n g Company i n 

d r i l l i n g the Merland i r l Well are being and w i l l be conducted 

w i t h i n the l i m i t s of reasonable and adequate safety precautions 

so as to avoid damage or i n j u r y to the Grace-Atlantic Well #1, 

provided Cactus D r i l l i n g Company s h a l l employ safety devices and 

precautions which Respondents indicated i n open court would be 

employed and observed and provided that there i s obedience to 

such safety requirements as may be prescribed i n the premises 

by the New Mexico O i l Conservation Commission. 

10. The Petitioners have f a i l e d to show the existence of 

irreparable i n j u r y to the Grace-Atlantic #1 Well as the r e s u l t 

of d r i l l i n g of the Merland #1 Well. 

CONCLUSIONS OF LAW 

1. This Court has j u r i s d i c t i o n over the parties and the 

subject matter. 

2. The application to d r i l l the Merland #1 Well f i l e d 

by Respondents D. L. Hannifin and Joe Don Cook, was v a l i d l y and 

properly approved by the New Mexico O i l Conservation Commission. 

3. The Merland (rl Well is being and w i l l be d r i l l e d with 

reasonable and adequate safety precautions provided those.safety 

measures set out i n Finding of Fact #9 hereof are kept performed 

and observed. 
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4. Irreparable i n j u r y to Petitioners w i l l not r e s u l t from 

the d r i l l i n g of the Merland -i-l Ivell to the Delaware Formation 

provided that i t s h a l l be d r i l l e d vvith the safety precautions 

contemplated by Finding of Fact #9 hereof and Conclusions of 

Law 7?3 hereof. 

A l l Requested Findings of Fact and Conclusions of Law 

inconsistent herewith are hereb)' denied. 

LET JUDGMENT EE ENTERED ACCORDINGLY. 

-4-



IN THE DISTRICT COURT CF SANTA FE COUNTY 

STATE OF MEW MEXICO 

Cause No. 47,406 

MICHAEL P. GRACE and 
CORINNE GRACE, 

Petitioners 

vs. 

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

Respondents 

J U D G M E N T 

This cause, having come before the Court f o r hearing 

upon the Petitioners' Application f o r a Temporary Restraining 

Order, and the p a r t i e s , through counsel, having agreed that 

said hearing constituted a f u l l hearing upon Application f o r 

a Temporary Restraining Order and Preliminary Injunction, fl MP 
fl p/h!41- tfffrt A*/ A'<f C>A,' A4£ 

with a l l parties having been present i n person and with 

counsel, the Court, a f t e r having heard a l l the evidence 

presented, and having made and f i l e d herein i t s Findings of 

Fact and Conclusions of Law, finds the issues i n favor of the 

Respondents and tha t the Petitioners' Application should be 

denied. 

IT IS, THEREFORE, ORDERED, ADJUDGED AND DECREED by the 

Court that the Application of the Petitioners f o r a Temporary 

Restraining Order and Preliminary I n j u n c t i o n be, and the same 

hereby i s , denied, with judgment hereby rendered f o r the 

Respondents, w i t h costs. 



DONE a t Santa Fe, New Mexico, t h i s c>(4^' day of 

February, 1974. 

HONORABLE EDWIN L. FELTER, 
D i s t r i c t Judge 

I hereby c e r t i f y t h a t 
a copy of t h i s instrument 
was mailed t o opposing 
counsel of re c o r d , postage 
prepa i d , t h i s 5th day o f 
February, 1974. 

Don M. Fedric 
Hunker, Fedric & Higginbotham, P.A. 
P. 0. Box 1837 
Roswell, New Mexico 88201 
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O I L C O N S E R V A T I O N COMMISSION 
P. O. BOX 2 0 8 8 

SANTA FE, NEW MEXICO 87501 

February 8, 1974 

George Hunker, Esq. 
P. O. Box 1837 
Roswell, New Mexico 88201 

Dear George. 

Enclosed i s the Judgment, Findings of Fact, and 
Conclusions of Law entered by Judge Felter today in 
Santa Fe County Case 47406. 

I am also enclosing, as per your request, a copy 
of the transcript of Case No. 5152. We would appreciate 
your returning i t in two weeks i f possible. 

Will see you on the 13th. 

Very truly yours, 

WILLI Mi F. CARR 
General Counsel 

WFC/dr 
enclosure 



February 8, 1974 

Honorable Edwin L. Felter 
District Court Judge 
Santa Fe District Court Houve 
Santa Fe, tfew Mexico 

KE; Grace v. New Mexico Oil Conservation 
Cause Ho. 47,406 

FLLual 

Enclosure 

amission, et a l . 

Dear Judge Feltert 

Enclosed please find two a^ernative forms of Judg
ment that we would propose Wjith regard to the above captioned 
matter. // ' 

uly yours. 

r r e l l L. Lines 

cci MrL/Bob Ryan,^Jr. 
Newf Mexico Oiil Conservation Commission 
Hrl\ George Hunker 



IN THE DISTRICT COURT OF SANTA FE COUNTY 

STATE OF NEW MEXICO 

MICHAEL P. GRACE, and 
CORINNE GRACE, 

P e t i t i o n e r s , 

vs. 

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

Respondents. 

J U D G M E N T 

This ca.se, having come before the Court f o r 

.hearj :.g upon the P e t i t i o n e r s ' A p p l i c a t i o n f o r a Temporary 

Rest ru i.ning Orde , and the p a r t i e s , through counsel, having : 

agreed t h a t said hearing c o n s t i t u t e d a f u l l hearing upon . 

A p p l i c a t i o n fox a Temporary R e s t r a i n i n g Order and Prelim

i n a r y I n j u n c t i o n , w i t h a l l p a r t i e s having been present 

i n person and w i t h cousel, the Court, a f t e r having heard 

a l l the - vidence presented, and having made and f i l e d h e r e i n 

i t s Findings of Fact and Conclusions o f Law, f i n d s t h a t the 

P e t i t i o n e r s have f a i l e d t o prove t h a t standard d r i l l i n g 

precautions have not or cannot be taken i n connection w i t h 

the d r i l l i n g of the Merland No. 1 Well, t h e r e f o r e , P e t i t i o n e r s ' 

A p p l i c a t i o n i s denied subject to the c o n t i n u i n g good f a i t h 

compliance of the p a r t i e s i n c a r r y i n g out the necessary 

precautions set f o r t h i n P e t i t i o n e r s ' Requested Finding of 

Fact Number 15 and P e t i t i o n e r s ' suggested Conclusions of 

Law Numbers 3 and 4. 

IT IS, THEREFORE, ORDERED, ADJUDGED AND DECREED by 

Cause No. 47,4 06 

ILLEGIBLE: 



the Court that the Application of the Petitioners for a 

Temporary Restraining Order and Preliminary Injunction be, 

and the same hereby i s , denied, with Judgment hereby 

rendered for the Respondents subject to the continuing 

good f a i t h compliance of the parties i n carrying out the 

necessary precautions referred to above, with each party 

to bear i t s own costs. 

I hereby c e r t i f y t h a t 
a copy of t h i s nstrument 
was mailed to opposing 
co ir.se 1 of record t h i s 

day ot February, 
1974 

FARRELL L. LINES 
Lamb, Metzgar, F r a n k l i n & Lines, P.A. 
500 See :nd S t r e e t , N.W. 
Albu'jerque , New Mexico 87101 

HONORABLE EDWIN L. FELTER, 
D i s t r i c t Judge 
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I 

IN THE DISTRICT COURT OF SANTA FE COUNTY 

STATE OF NEW MEXICO I 
MICHAEL P. GRACE and 
CORINNE GRACE, 

P e t i t i o n e r s , 

vs. Cause No. 4 7,4 06 

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

Respondents. 

hearing upon the P e t i t i o n e r s ' A p p l i c a t i o n f o r a Temporary 

Restraining Ord e , and the p a r t i e s , through counsel, having 

agreed t h a t said hearing c o n s t i t u t e d a f u l l hearing upon 

A p p l i c a t i o n fc a Tempjrary Restraining Order, and Prelim

inary I n j u n c t i o n , w i t h a l l p a r t i e s having been present 

i n person and w i t h counsel, the Court, a f t e r having heard 

a l l the evidence presented, and having made and f i l e d herein 

i t s Findings of Fact and Conclusions of Law, f i n d s the 

p r i n c i p l e issues i n favor of the Respondents, the issues 

of safety having been evidenced f o r c o n t i n u i n g good f a i t h 

compliance and t h a t P e t i t i o n e r s ' A p p l i c a t i o n should be 

denied. 

IT IS, THEREFORE, ORDERED, ADJUDGED AND DECREED by 

the Court t h a t the A p p l i c a t i o n of the P e t i t i o n e r s f o r a 

Temporary Restraining Order and Prel i m i n a r y I n j u n c t i o n be, 

and the same hereby i s , denied, w i t h judgment hereby 

rendered f o r the Respondents, w i t h Court costs. 

J U D G M E N T 

Th i s cause, having come before the Court f o r 

ILLEGIBLE 



DONE at Santa Fe, New Mexico, t h i s day of 

February, 1974. 

HONORABLE EDWIN L. FELTER, 
D i s t r i c t Judge 

I hereby c e r t i f y that 
a copy of th i s instrument 
was mailed to opposing 
counsel of record, t h i s 

day of February, 
1974. 

FARRELL L. LINES 
Lamb, Metzgar, Franklin & Lines, P.A. 
5 00 Second Str e e t , N.W. 
Albu'; jerque . New Mexico 87 101 
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February 7, 1974 

Mr, George Hunker, J r . 
Hunker, Fedric & Higgenbotham 
Suite 210, Hinkle Building 
Roswell, New Mexico 38201 

RL: Grace v. New Mexico Oil Conservation 

Dear George: 

ICowmission et a l . 

Findings 
Enclosed please find a copy of ourNtequested 
of Fact and Cone 1 usion£~~©f Law. \> 

I received your proposed Judgment and ara reviewing 
i t with the Graces and M^/Ryah anw hope to be back to 
you very shortly. I wo u l ^ ^ y r e ^ a t e also your sending 
copies of a l l future corres^c^yience to Bob Ryan at the 
address indicated in^ur^pleadinqs. 

^ery ^ u i y yours, 

a r r e l l L. Linea 

ccst Robert Awan, J r . 
Mexico/Oil Conservation Commission 



STATE OF NEW MEXICO COUNTY OF SANTA FE 

IN THE DISTRICT COURT 

MICHAEL P. GRACE, and 
CORRINE GRACE, 

P e t i t i o n e r s , 

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 P e t i t i o n e r s by t h e i r a t t o r n e y s and request t h a t the 

Court make the f o l l o w i n g f i n d i n g s of face and conclusions of law. 

P e t i t i o n e r s on January 25, 1974, f i l e d t h e i r A p p l i c a t i o n f o r Pre

l i m i n a r y I n j u n c t i o n r e s t r a i n i n g and e n j o i n i n g D.L. H a n n i f i n , Joe 

Don Cook and Cactus D r i l l i n g Company from f u r t h e r d r i l l i n g the 

Merland No. 1 Well and orde r i n g said p a r t i e d t o remove the d r i l l i n g 

r i g and a l l d r i l l i n g equipment from the G r a c e - A t l a n t i c Well pad. 

Said p r e l i m i n a r y i n j u n c t i o n was granted on January 25, 1974. The 

p r e l i m i n a r y i n j u n c t i o n was d i s s o l v e d on January 28, 1974 and 

hearing was set f o r January 31, 1974, on the matter of permanent 

i n j u n c t i o n against the Respondent. The p a r t i e s appeared f o r t r i a l 

w i t h o u t j u r y a t 2:00 p.m. on January 31, 1974. 

FINDINGS OF FACT 

1. The Grace-Atlantic Well i s located one and one-half 

(1-1/2) miles south of Carlsbad, New Mexico, i n Eddy County. F i f t y 

percent (50%) of the working i n t e r e s t i n said w e l l i s owned by 

Michael P. Grace and Corrine Grace, t w e n t y - f i v e percent (25%) o f 



the working i n t e r e s t i s owned by Joe Don Cook and t w e n t y - f i v e 

percent (25%) of the working i n t e r e s t i s owned by D.L. H a n n i f i n . 

The w e l l was completed as a producer i n the Morrow Formation and 

the w e l l has a present value of $8,500,000.00. The Grace-Atlantic 

Well i s c u r r e n t l y producing 8.5 mmcf of gas d a i l y and has a f a r 

g r e a t e r p r o d u c t i o n p o t e n t i a l . The cost of d r i l l i n g a replacement 

w e l l f o r the Grace-Atlantic Well would be i n excess of %500,000.00. 

2. The Grace-Atlantic Well was d r i l l e d d uring the p e r i o d 

February 1, 197 3, through March 15, 1973. The Grace-Atlantic Well 

encountered a high pressure gas blowout i n the Delaware Formation 

a t 4,490 f e e t on February 6, 1973, which r e q u i r e d three (3) days 

to b r i n g under c o n t r o l . The d r i l l i n g c o n t r a c t o r on the Grace-

A t l a n t i c Well was Big West D r i l l i n g Company and the supervisor 

was J.E. Wilsher. The d e v i a t i o n of the Grace-Atlantic Well a t 

t o t a l depth i s 1.75° and the d i r e c t i o n of d e v i a t i o n i s not known. 

3. The Merland No. 1 Well i s c u r r e n t l y being d r i l l e d by 

Respondents D.L. H a n n i f i n and Joe Don Cook a t a l o c a t i o n 144.3 

Feet northeast of the Grace-Atlantic Well. The pad f o r the 

Merland No. 1 Well overlaps the pad of the Grace-Atlantic Well. 

The Merland No. 1 Well i s being d r i l l e d t o the Delaware Formation, 

the same formation i n which the blowout occurred on the Grace-

A t l a n t i c Well. 

4. Mike Linder, one of the d r i l l e r s on the Grace-Atlantic 

Well, t e s t i f i e d t h a t he would not work on the r i g being used t o 

d r i l l the Merland No. 1 Well a t any l o c a t i o n i n which i t was being 

d r i l l e d i n t o the Delaware Formation, since i t d i d not have a H i -

D r i l l Blowout Preventer. The Merland No. 1 r i g i s too small t o 

accomodate a H i - D r i l l Blowout Preventer. Linder t e s t i f i e d t h a t 

the Merland No. 1 r i g was capable of d r i l l i n g through the cement 

and casing on the Grace-Atlantic Well. Linder t e s t i f i e d t h a t i t 
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was p o s s i b l e f o r the Merland No. 1 Well t o catch f i r e , topple 

and h i t the Grace-Atlantic Well X-mas t r e e . Linder f u r t h e r 

t e s t i f i e d t h a t he could not be c e r t a i n t h a t even w i t h heavy mud 

being used i n the Merland No. 1 Well t h a t there would not be 

blowout problems. Linder t e s t i f i e d t h a t i n h i s twenty (20) 

years experience i n the o i l f i e l d s he had never seen high pres

sure gas w e l l s d r i l l e d as close as the Merland No. 1 Well i s 

being d r i l l e d t o the Grace-Atlantic Well. Linder t e s t i f i e d t h a t 

the Merland No. 1 Well needs a r o t a t i n g head so t h a t the w e l l can 

be d r i l l e d under pressure. Linder t e s t i f i e d t h a t the formation 

from 4,000 f e e t t o 4,490 f e e t could be charged w i t h high pressure 

gas from the e a r l i e r blowout. He f u r t h e r t e s t i f i e d t h a t there 

could be leakage i n the Merland No. 1 Well i n t o the upper sands 

w h i l e changing pipe. 

5. P h i l l i p Graves, a safety expert w i t h s i x t e e n (16) 

years experience, t e s t i f i e d t h a t the Merland No. 1 Well and 

the Grace-Atlantic Well were located too close together from 

a safety standpoint. Graves had v i s i t e d the Merland No. 1 Well 

f o r f o r t y - f i v e (45) minutes on the day the t r i a l commenced. 

Graves t e s t i f i e d t h a t mobile equipment might run i n t o the Grace-

A t l a n t i c X-mas t r e e d e s t r o y i n g i t , causing a f i r e and perhaps 

de s t r o y i n g the r e s e r v o i r of the Grace-Atlantic Well. Graves 

t e s t i f i e d t h a t the equipment was too close together on the Mer

land No. 1 Well which could cause f i r e and spread t o the Grace-

A t l a n t i c Well. Graves t e s t i f i e d t h a t the p r o x i m i t y of the 

propane tanks t o the Merland No. 1 Well, t o the road and t o the 

Grace-Atlantic Well d i d not meet the 150 f o o t s a f e t y standards 

of the Department of Labor or of the Independent A s s o c i a t i o n of 

D r i l l i n g Contractors. Graves f u r t h e r t e s t i f i e d t h a t there was a 

blowout f i r e p o t e n t i a l where f l y i n g d e b r i s from the Merland No. 1 

Well might f a l l on the Grace-Atlantic Well. He t e s t i f i e d t h a t an 
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explosion i n the Merland No. 1 Well could s h a t t e r the Grace-

A t l a n t i c Well head and burn up the e n t i r e G r ace-Atlantic Reser

v o i r . The same blowout hazard would r e s u l t from equipment being 

too close and not meeting the above standards. Graves t e s t i f i e d 

t h a t even i f a l l standard s a f e t y measures were employed on the 

Merland No. 1 Well, w i t h the exception of use of a H i - D r i l l 

Blowout Preventer, he d i d not recommend d r i l l i n g the Merland No. 

1 Well a t so close a p r o x i m i t y t o the Grace-Atlantic Well. 

6. Jim Johnson, a petroleum engineering expert who 

t e s t i f i e d f o r P e t i t i o n e r s , s t a t e d t h a t given the f a c t s of the 

i n s t a n t case and use of a l l standard s a f e t y p r a c t i c e s , except a 

H i - D r i l l Blowout Preventer, t h a t there was s t i l l the p o s s i b i l i t y 

of a blowout. Jim Johnson t e s t i f i e d t h a t i f a t r i p were made 

out of the w e l l to change pipe t h a t the mud column weight would 

be l i g h t e n e d and t h a t a blowout could be experienced. Jim John

son t e s t i f i e d t h a t a d r i l l e r i s i n a b e t t e r p o s i t i o n when there has 

been a p r i o r w e l l i n a formation due t o increased i n f o r m a t i o n 

a v a i l a b l e , but t h a t one could not be sure of avoiding a blowout 

i n the i n s t a n t case. Jim Johnson t e s t i f i e d t h a t he has never known 

w e l l s t o be d r i l l e d so close under the f a c t s of t h i s case. Jim 

Johnson f u r t h e r t e s t i f i e d t h a t due t o d e v i a t i o n the Merland No. 1 

Well could d r i l l i n t o the Grace-Atlantic Well and collapse the 

Grace-Atlantic casing. Jim Johnson t e s t i f i e d t h a t the d e v i a t i o n 

of the Grace-Atlantic Well a t 4,490 f e e t was 75.5 f e e t . Jim 

Johnson s t a t e s t h a t the Merland No. 1 Well could not be d r i l l e d 

s a f e l y a t i t s present l o c a t i o n . 

7. Ron Johnson, a petroleum engineering expert who t e s t i 

f i e d f o r P e t i t i o n e r s and who consulted on the Grace-Atlantic Well, 

t e s t i f i e d concerning a blowout i n the Powder River Basin i n the 

same formation where another w e l l had blown out. Ron Johnson 
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f u r t h e r t e s t i f i e d t h a t there were hazards t o the Grace-Atlantic 

Well because the p r o x i m i t y of the w e l l s presented problems because 

of moving equipment and n a t u r a l human e r r o r . Ron Johnson t e s t i 

f i e d t h a t i t was poss i b l e t o have gas leakage t o the upper sands 

which might blowout and t h a t the mud column might not have s u f f i 

c i e n t weight c l o s e r t o the surface t o prevent such a blowout i n 

the Merland No. 1 Well. Ron Johnson t e s t i f i e d t h a t the d e v i a t i o n 

i n the Grace-Atlantic Well a t 11,000 t o 12,000 f e e t i n the Morrow 

Formation could be much more than 200 f e e t t o 250 f e e t . 

8. Respondent Joe Don Cook t e s t i f i e d t h a t he c a r r i e d no 

insurance on the Merland No. 1 Well and t h a t h i s d r i l l i n g con

t r a c t o r s c a r r i e d insurance i n the amount of $100,000 per p a r t y 

and $300,000 per occurrance. Respondent Cook i s a j o i n t operator 

of the Merland No. 1 Well w i t h Respondent D.L. H a n n i f i n . Res

pondent Cook t e s t i f i e d t h a t he had a net worth of approximately 

$2,300,000, although his testimony was vague as t o s p e c i f i c s 

other than $100,000 of c e r t i f i c a t e s of d e p o s i t . The engineer f o r 

the Merland No. 1 Well had never been on the w e l l s i t e p r i o r t o 

the commencement of t h i s t r i a l . 

9. Respondent D.L. H a n n i f i n t e s t i f i e d t h a t he ahd a net 

worth of some $5 00,000 t o $7 5 0,000 w i t h outstanding indebtedness 

of approximately $120,000. Both Respondents H a n n i f i n and Cook 

t e s t i f i e d t h a t w h i l e they thought the p r o x i m i t y of the w e l l s 

presented no hazard problem, they would not be w i l l i n g t o post 

a bond i n favor of P e t i t i o n e r s based on the safe d r i l l i n g of the 

Merland No. 1 Well. Respondent H a n n i f i n t e s t i f i e d t h a t he had been 

operator of one marginal w e l l a t Green Way. 

10. Kenneth Hedrick, d r i l l i n g superintendent f o r Cactus 

D r i l l i n g Company, t e s t i f i e d t h a t there was no K e l l y Cock, no 

Geronimo, no H i - D r i l l Blowout Preventer and no r o t a t i n g head on 
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the Merland No. 1 Well. Witness Hedrick t e s t i f i e d t h a t the 

Grace-ATlantic Well might be k i l l e d d u r i n g c r i t i c a l periods on 

the Merland No. 1 Well i n c l u d i n g f r a c i n g and treatment, but he 

could not s t a t e what harm might be done t o the Morrow Formation 

production i n the Grace-Atlantic Well by doing t h i s . Witness 

Hedrick f u r t h e r t e s t i f i e d t h a t when men panic and run they 

sometimes do not stop t o t u r n on blowout preventers. With 

regard t o plugging the Grace-Atlantic Well, witness Hedrick 

t e s t i f i e d t h a t the plugging would not work i n i n t e g r a l j o i n t 

t u b i n g such as the PH 6 H y d r i l i n the Grace-Atlantic Well. Wit

ness Hedrick t e s t i f i e d t h a t he d i d not know of a " t h i e f " zone 

at 2,100 f e e t which might cause loss of mud i n t h a t zone. Witness 

Hedrick t e s t i f i e d t h a t an i g n i t i o n source would s t i l l be running 

on the Merland No, 1 Well even i f the heater t r e a t e r on the 

Grace-Atlantic Well were shut down. He said t h a t t h i s source 

could cause a f i r e i r a blowout s i t u a t i o n . Hedrick t e s t i f i e d 

t h a t he had known blowout preventers t o f a i l . 

11. Ray Warner, an employee of Eastman Whipstock, t e s t i 

f i e d t h a t a magnetic s i n g l e compass was being used t o check d e v i a t i o n 

i n the Merland No, 1 Well. Warner was not p e r s o n a l l y s u p e r v i s i n g 

t h i s instrument. He t e s t i f i e d t h a t h i s company would not gua

rantee r e s u l t s and was not responsible f o r damage r e s u l t i n g from 

the company's work. Eastman was employed by the operators of 

the Merland No. 1 Well a f t e r the commencement of the i n s t a n t 

l i t i g a t i o n . 

12. Raymond Lamb, employed as engineer on the Merland No. 

1 Well, t e s t i f i e d t h a t he had inspected the w e l l s i t e and t h a t 

f i r e e x t i n g u i s h e r s were near the mud pump and southwest corner. 

He t e s t i f i e d t h a t the blowout equipment was being readied f o r use. 

He s t a t e d t h a t there was a k i l l pump and manifold alnd t h a t the f l o w 

l i n e s were i n f a c t being secured down now. He t e s t i f i e d t h a t 
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Eastman equipment was being used. Lamb t e s t i f i e d t h a t there 

was no K e l l y Cock and t h a t the flow l i n e l o c a t i o n on the surface 

presented a hazard. He t e s t i f i e d t h a t he d i d not know whether 

or not J e r r y B u t t s , the Merland No. 1 mud engineer was c e r t i f i e d . 

He t e s t i f i e d t h a t the Otis plugging t o o l could not be used on 

high pressure f o u r and one-half (4-1/2) inch t u b i n g as located 

i n the Grace-Atlantic Well. He f u r t h e r t e s t i f i e d t h a t he had 

known blowout preventers t o f a i l i n the past. 

13. Daniel S. N u t t e r , engineer f o r the New Mexico O i l 

Conservation Commission, t e s t i f i e d t h a t he was o r i g i n a l l y uncom

f o r t a b l e w i t h the proposed l o c a t i o n of the Merland No. 1 Well 

so near t o the Grace-Atlantic Well and he telephoned Respondent 

Ha n n i f i n t o see i f the l o c a t i o n f o r the Merland No. 1 Well 

could be moved. The l o c a t i o n was not changed. 

14. P e t i t i o n e r Michael Grace t e s t i f i e d t h a t h i s t o t a l 

expenditures, p r o j e c t e d and otherwise, other than a t t o r n e y s ' 

fees i n connection w i t h the i n s t a n t matter had been $13,434.00. 

P e t i t i o n e r Grace t e s - i f i e d t h a t a gas mud d e t e c t o r should be 

used w i t h the Merland No. 1 Well. P e t i t i o n e r Grace f u r t h e r 

t e s t i f i e d as to the extreme hazards of blowouts i n the Carlsbad, 

New Mexico, area where the Merland No. 1 Well i s located due 

to aerated mud column and underestimated mud weight. 

15. At a minimum the f o l l o w i n g s a f e t y precautions, many 

of which have been implemented since t h i s l i t i g a t i o n began, 

should be observed on the Merland No. 1 Well: 

A. The Merland No. 1 Well should have the f o l l o w i n g 

maintained i n good working order: 

(1) adequate f i r e e x t i n g u i s h e r s , placedi p r o p e r l y 

(2) h y d r a u l i c blowout equipment w i t h accumulator 

and manual c o n t r o l s 

(3) pump t o k i l l m a n i f o l d 
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(4) two two-inch f l o w l i n e s secured down w i t h chokes 

from k i l l m a n i fold 

(5) K e l l y Cock 

(6) Eastman d e v i a t i o n equipment 

(7) Geronimo i n s t a l l e d and i n working order 

(8) s t e e l connections t o f i l l u p l i n e s w i t h 3,000 

pounds working pressure i n known danger periods 

(9) r o t a t i n g head should be used 

(10) four (4) inch l i n e anchored from blowout preven

t e r t o p i t through k i l l m a n i fold 

(11) adequate f i r e , blowout and p u b l i c l i a b i l i t y 

insurance i n f o r c e throughout 

(12) gas mud a e r a t i n g equipment should be a v a i l a b l e -

degasser 

(13) s u f f i : i e n t weight mud should be used and a v a i l 

able 

(14) gas d e t e c t o r device should be i n s t a l l e d on fLow 

l i n e s or on mud volume i n d i c a t o r 

(15) p i t l m e r and mud volume d e t e c t o r w i t h alarm 

system 

(16) spark plug a r r e s t o r should be i n s t a l l e d 

(17) engine exhaust should be water copied w i t h water 

tap 

B. The Merland No. 1 Well pad should be enclosed w i t h 

such enclosure to exclude the p o r t i o n of the Grace+Atlantic pad 

which i s overlapped by the Merland No. 1 Well. 

C. Equipment l o c a t i o n s on Merland No. 1 Well should 

meet standards of U.S. Department of Labor and Independent Asso

c i a t i o n of O i l D r i l l i n g Contractors of America. 
i 

D. The operators of the Grace-Atlantic! Well should be 
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n o t i f i e d a t such time as the Delaware Formation i s reached, they 

should be kept advised of d r i l l i n g operations i n the Delaware 

Formation and should be advised as t o any f r a c i n g and treatment 

operations. 

E. A l l moving equipment and personnel working on 

the Merland No. 1 Well should stay w e l l c l e a r of the Grace-Atlantic 

X-mas t r e e and r e l a t e d equipment. 

16. Respondents H a n n i f i n and Cook do not have s u f f i c i e n t 

net worth t o provide a bond t o P e t i t i o n e r s i n the arjiount of $4, 

$4,250,000 conditioned on the Merland No. 1 Well not causing the 

d e s t r u c t i o n of the Grace-Atlantic Reservoir. 

CONCLUSIONS OF LAW 

1. This Court has j u r i s d i c t i o n of the i n s t a n t c o n t r o 

versy. 

2. Upon agreement of p a r t i e s t h i s hearing i s t r e a t e d as 

a hearing on the m e r i t s as w e l l as a hearing on the i n j u n c t i o n . 

3. The Court f i n d s t h a t the P e t i t i o n e r s have f a i l e d t o 

prove t h a t standard d r i l l i n g precautions have not or cannot be 

taken i n connection w i t h the d r i l l i n g of the Merland No. 1 Well. 

4. The judgment entered, t h e r e f o r , h e r e i n i s subject t o 

the c o n t i n u i n g good f a i t h compliance of the p a r t i e s i n 

c a r r y i n g out the necessary precautions set f o r t h i n Finding of 

Fact number 15, as r e f e r r e d t o i n Paragraph 3 of these Conclusions 

of Law. 

AND, THEREFORE, P e t i t i o n e r s request f o r an i n j u n c t i o n and/ 

or a bond t o be f i l e d by Respondents H a n n i f i n and Cook i s denied. 

R e s p e c t f u l l y submitted, 

FARRELL L. LINES 
Attorney f o r P e t i t i o n e r s 
500 Second S t r e e t , N.W. 
Albuquerque, New Mexico 
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ROBERT W. RYAN, J-R. ~ ~ 
Attorneys for Petitioners 
Stroud & Smith 
1407 Main Street* Suite 1300 
Dallas, Texas 75202 

SAMUEL A. FRANCIS 
Attorney f o r P e t i t i o n e r s 
400 7th S t r e e t , N.W;. 
Albuquerque, New Mexico 

CERTIFICATE OF SERVICE 

This i s t o c e r t i f y t h a t a t r u e and c o r r e c t copy of the 

foregoing P e t i t i o n e r s ' Requested Findings of Fact and Conclusions 

of Law was maile, postage prepaid, t h i s / day 6f February, 

1974, t o George H. Hunker, J r . , attorney f o r Respondents, a t 

Hunker, Fedric & Higg.nbotham, Suite 210 Hinkle B u i l d i n g , Roswell, 

New Mexico 88201 

/>. 

•• •? 
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L A W O F F I C E S O F 

H U N K E R , F E D R I C & H I G G I N B O T H A M , P.A. 

2 I O H I N K L E B U I L D I N G 

P O S T O F F I C E B O X I S 3 7 

G E O R G E H. H U N K E R . J R . 

D O N M. F E D R I C 

R O N A L D M. H I G G I N B O T H A M 

R O S W E L L , N E W M E X I C O SSSOI T E L E P H O N E 6 2 2 - 2 7 0 0 

A R E A C O D E 5 0 5 

F e b r u a r y 5 , 1974 

Mr. B i l l Carr 
General Counsel 
New Mexico O.C.C. 
State Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87501 

Dear B i l l : 

Enclosed are the f o l l o w i n g : 

1. O r i g i n a l and one copy of the l e t t e r t o Judge F e l t e r . 
The copy i s f o r you. 

2. O r i g i n a l and one copy of Findings and Conclusions. 
The copy i s f o r you. 

3. O r i g i n a l and one copy of Judgment. The copy i s f o r 
you. 

Please sign the o r i g i n a l Findings and d e l i v e r a l l o r i g i n 
a l s t o Judge F e l t e r on Thursday, the 7th. I f you have any ques
t i o n s , give me a c a l l . 

Thank you f o r your assistance. 

Re: Cause No. 47406 
D i s t r i c t Court, Santa Fe County 

Yours very s i n c e r e l y , 

HUNKER, FEDRIC & HIGGINBOTHAM, P.A. 

Don M. Fedric 

D 
M 
F 
* 

1 
1 
* 

encls. 



L A W O F F I C E S O F 

H U N K E R , F E D R I C & H I G G I N B O T H A M , P.A. 

2 I O H I N K L E B U I L D I N G 

P O S T O F F I C E B O X 1 8 3 7 

G E O R G E H . H U N K E R , J R . 

D O N M. F E D R I C 

R O N A L D M . H I G G I N B O T H A M 

R O S W E L L , N E W M E X I C O SSSOI TELEPHONE 622-2700 

F e b r u a r y 7 , 1974 AREA CODE sos 

Honorable Edwin L. Felter 
District Judge 
County of Santa Fe 
P. 0. Box 2268 
Santa Fe, New Mexico 87501 

Ret Michael P. Grace, et al 
v. Oil Conservation Commission, 
D.L. Hannifin, Joe Don Cook, 
et el, Cause Ho. 47406, 
District Court, Santa Fe County 

Dear Judge Felter: 

Enclosed you will find the requested Findings of Fact 
and Conclusions of Law for the Respondents in the captioned 
matter, along with the proposed Judgment for entry therein. 

Rule 62 of the Rules of Civil Procedure for the District 
Courts of the State of New Mexioo, 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 am 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 during 
the pendency of the appeal upon such terms as to bond or 
otherwise as i t considers proper for the security of the 
rights of the adverse party. 

Xn connection with appeal, we submit, based upon the 
evidence presented to the Court, that the granting of a stay 
or injunction 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 feel that the evidence overwhelmingly estab
lished that irreparable injury will not occur to the Petition
ers under even the worst of circumstances, which was the true 
test in this litigation, and we believe i t i s 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 i t s 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, 

HUNKER, FEDRIC & HIGGINBOTHAM, P.A. 

Don M. Fedric 

D 
M 
F 
* 
j 
1 
* 

ends. 
bcc: D.L. Hannifin 
bcc: Joe Don Cook 
bcc: William F. Carr, Esq. 



IN THB DISTRICT COURT OF SANTA FR COUNTY 

STATE OF NEW MEXICO 

MICHAEL P. GRACE and 
CORRINE GRACE, 

Petitioners 

vs. 

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

Respondents 

No. 47406 

RESPONDENTS * REQUESTED FINDINGS OF FACT 

AND CONCLUSIONS OF LAW 

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 o i l and gas and other min

erals underlying the SEfe of Section 24, Township 22 South, 

Range 26 East, Eddy County, New Mexico. The SW% of the said 

Section 24 i s under lease to 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 Oil 

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 SEh of Section 24, under lease to said 
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Respondents/ and the SWV of said Section 24 under lease to or 

controlled by the Petitioners, 

4. The Grace-Atlantic Well f l , which i s presently produc

ing and selling gas frost the Morrow Formation, i s owned Fifty 

Percent (50%) by Petitioners and Fifty Percent (50%) by said 

Respondents, subject to royalty interests. 

5. On or about December 28, 1973, the Hew Mexico Oil 

Conservation Commission approved an application filed by the 

said Respondents, to operate and d r i l l 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 SEk of said Section 24, to test the Delaware 

Formation underlying said land for the production of o i l . 

6. The Merland #1 Well i s located approximately 144 feet 

Northeast of the Grace-Atlantic #1 gas well. 

7. The Delaware Formation underlying the lease and land 

of said Respondents in the SE% of said Section 24 i s solely 

owned by said Respondents, and the Petitioners have no interest 

therein. 

8. On or about January 23, 1974, said Respondents initiated 

drilling operations for tha 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 so as to avoid 

damage or injury to the Grace-Atlantic Well 11. 

10. The Petitioners hava failed to show the existence of 

irreparable Injury to the Grace-Atlantic #1 Well as the result 

of drilling of the Merland #1 Well. 
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CONCLUSIONS OF LAW 

1. This Court has jurisdiction over the parties and the 

subject matter. 

2. The application to d r i l l the Merland #1 Well filed 

by Respondents D.L. Hannifin and Joe Don Cook, was validly and 

properly approved by the New Mexico Oil Conservation Commission. 

3. The Merland #1 Well i s being drilled with reasonable 

and adequate safety precautions. 

4. Irreparable injury to the Petitioners w i l l not result 

from the drilling of the Merland #1 Well to the Delaware Forma

tion. 

Respectfully submitted, 

HUNKER, FEDRIC ft HIGGINBOTHAM, P.A. 

Bys 
Don K. Fedric 
P. 0. Box 1337 
Roswell, New Mexico 88201 

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

NEW MEXICO OIL CONSERVATION COMMISSION 

Bys 
General Counsel 

CERTIFICATION 

I hereby certify that a copy of the foregoing instrument 

was mailad to opposing counsel of record, postage prepaid, on 

this 5th day of February, 1974. 

Don M. Fedric ' 

-3-



IN THE DISTRICT COURT OF SANTA FE COUNTY 

STATE OF NEW MEXICO 

MICHAEL P. 
CORINNIJ GRACE , 

Petitioners 

vs. 

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

Rcs pendents 

Cause No. 47,406 

J t D G M E N 

This cause, having come before the Court f o r hearing 

upon the Petitioners' Application f o r a Temporary Restraining 

Order, and the p a r t i e s , through counsel, having agreed that, 

said hearing constituted a f u l l hearing upon Application fox-

a Temporary Restraining Order and Preliminary I n j u n c t i o n , 

with a l l parties having been present i n person and with 

counsel, the Court, a f t e r having heard a i l the evidence 

presented, and having made and f i l e d herein i t s Findings of 

Fact and Conclusions of uaw, finds the issues i n favor of the 

Respondents and that the Petitioners' Application should be 

denied. 

IT IS, THEREFORE, ORDERED, iu)JUDGED AND DECREED by the 

Court that the Application of tue Petitioners f o r a Temporary 

Restraining Order and Preliminary Injunction be, and the same 

hereby i s , denied, w i t h judgment hereby rendered for the 

Respondents, with co3ts. 



DONE at Santa Fe, New Mexico, t h i s 

February, 1974. 

day of 

HONORABLE EDWIN L. FELTER, 
D i s t r i c t Judge 

I hereby c e r t i f y that 
a copy of t h i s instrument 
was mailed to opposing 
counsel of record, postage 
prepaid, t h i s 5th day of 
February, 1974, 

Don M. Fedric 
Hunker, Fedric & Higginbotham, P.A. 
P. 0. Box 1337 
Roswell, New Mexico 88201 

-2-



STATE OF NEW MEXICO COUNTY OF SANTA FE 

IN THE DISTRICT COURT 

MICHAEL F. GRACE, and 
CORRINE GRACE, 

Pet i t i o n e r s , 

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 P l a i n t i f f has 

f a i l e d to prove, by a preponderance of evidence, that the 

Merlin No. 1 cannot be d r i l l e d to the Delaware Formation w i t h i n 

l i m i t s of reasonable safety to the Grace A t l a n t i c Well provided 

that standard safet^? precautions are observed, such as the 

Cactus D r i l l i n g Company i s employing and has stated i t w i l l 

employ to the safety requirements as may be prescribed by the 

O i l Conservation Commission pursuant to i t s statutory authority. 

Therefore, the application for a preliminary i n j u n c t i o n w i l l be 

denied, \ 



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 I t will 

employ to the safety requirements as may be prescribed by the 

Oil Conservation Commission pursuant to i t s statutory authority. 

Therefore, the application for a preliminary injunction w i l l be 

denied. 



EXAMINATION OF RICHARD L. STAMETS 

' J i l l vou s t a t e your f u l l name f o r the r e c o r d , please? 

2. By whom are you employed and i n what p o s i t i o n ? 

. How long have you been employed by the O i l Conservation Commission? 

W i l l vou describe your d u t i e s w i t h the O i l Commission (Examiner)? 

W i l l you summarize your p r o f e s s i o n a l background 

^ f . Education 

\6 . Formal degrees 

A d d i t i o n a l jobs and p o s i t i o n s (•WPC) 

Experience^ (i. lurTi-jiu ij )i W T W * * * T ^ ^ * * i i ' ̂  

e. Previous experience t e s t i f y i n g i n court (OCC expert 

witness) K)O Couicr ~E,*Pe^VGK*!€, 

fy". P r o f e s s i o n a l o r g a n i z a t i o n s 

VT5̂ T Before you came t o Santa Fe where were you stationed? 

Does the A r t e s i a d i s t r i c t o f f i c e have r e s p o n s i b i l i t y f o r the 

South Carlsbad Gas Pool? 

Are you f a m i l i a r w i t h the South Carlsbad Gas Pool? 

Are you f a m i l i a r w i t h the Morrow Pool and the Delaware f o r m a t i o n 

i n t h a t area? 

Are you f a m i l i a r w i t h the case before the court? 

TENDER AS AN EXPERT IN GEOLOGY. OR PASS FOR VOIR. DIRE AS TO 

QUALIFICATIONS. 



Are you f a m i l i a r w i t h what has been r e f e r r e d t o as the "Morrow 

Delaware Gas Reservoir" ( o r i g i n a l complaint - Page 3) by the 

P e t i t i o n e r herein? (Answer - no reason - no such t h i n g ) 

Are you f a m i l i a r w i t h the Gra c e - A t l a n t i c No. 1 Wsll? 

^L3< I n what f o r m a t i o n i s i t completed? 

*<L4. What depth? 

Are you f a m i l i a r w i t h the Merland No. 1 Well? 

What fo r m a t i o n i s i t p r o j e c t e d to? 

What depth? 

B r i e f l y describe the c h a r a c t e r i s t i c s of the Morrow formation? 

\^6°>. Describe the characteristics of the Delaware formation (sources 

^of information - widespread - small pockets ~)\ f s 

^fcb. Eased on what you have t o l d us about the Delaware f o r m a t i o n , 

what i n your o p i n i o n would be the consequences o f moving a 

w e l l 500 or 1320 f e e t (could make the d i f f e r e n c e between h i t t i n g 

the p r o d u c t i v e area and a dry hole)? 

Ml. Mr. Stamets, pursuant t o my request, have you reviewed the 

w e l l f i l e s o f the Commission of a l l the o f f s e t t i n g w e l l s t o 

y the Gr a c e - A t l a n t i c No. 1. 

Would you d e f i n e - what you mean by an o f f s e t t i n g w e l l ? 

^Kow close are these w e l l s t o the Gr a c e - A t l a n t i c No. 1? 

•2-



JS-ird"* a l l these w e l l s d r i H t ^ t o the Delaware f o r m a t i o n or deeper? 

Did you review the logs f i l e d w i t h the Commission of these, w e l l s 

I n r e v i e w i n g these l o g s , d i d you f i n d -&gef shows i n any o f these 

o f f s e t t i n g w e l l s i n the Delaware formation? 

Have you examined the l o g of the Gr a c e - A t l a n t i c No. 1 Well? 

Did i t show p r o d u c t i o n i n the Delaware formation? 



r 

-Jo. 

— f t — 

•31 , bfi-^t .M'Hi.. .£.U*>J ,J!--JJJL£ ^ ^ Qrud'• 
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IRECT EXAMINATION OF DANIEL S. NUTTER 

1. ' w i l l you you s t a t e your f u l l name f o r the r e c o r d , please? 

2.^By whom are you employed and i n what p o s i t i o n ? 

3.^How long have you been so employed? 

W i l l you summarize your p r o f e s s i o n a l background? 

a. Education 

Vb. Formal degrees • v 

Vj. Special t r a i n i n g y *\ 

A d d i t i o n a l jobs and p o s i t i o n s (IOCC) ajfc. t4lCtt • 

e. E x p e r i e n c e — • featArl^nJjUL. 

f . Previous c o u r t experience (expert witness ~ c o u r t and OCC) 

g. P r o f e s s i o n a l oi"uaaijLuL.iuus/xt'y] ) 

Are you f a m i l i a r w i t h the South Carlsbad Gas Pool? 

Are you f a m i l i a r w i t h the Delaware and Morrow formations i n t h i s 

general area? 

Are you f a m i l i a r w i t h the case pending before the court? 

TENDER AS EXPERT IN PETROLEUM ENGINEERING^ PASS FOR VOIR DIRE 

AS TO QUALIFICATIONS. 



%~%Jhd L P / V * K > S ^ - Time, "g^r»Vt^TO -
e»snAAO v ^ r V i t x m . 

10. How c l o s e l y have you stayed i n co n t a c t w i t h th<*>* d r i l l i n g t h i s -

w e l l d u r i n g the l a s t few days? 

11. Mr. N u t t e r , you have heard testimony here today i n which i t has 

been a l l e g e d t h a t there w i l l be c a t a ^ L £ the 

present Merland No. 1 Well i s p e r m i t t e d t o j c ^ n ^ i ^ n a e ^ x ^ l l ^ g ^ . 

Would you s t a t e i n your o p i n i o n what are the p o t e n t i a l classes 

of danger t h a t can occur from the d r i l l i n g o f a w e l l by v i r t u e 

of i t s proxijri^vJto^anc^Uje^we^d^which i s producing volumes o f 

o i l or gas (two classes - surface danger - and the subsurface 

danger)? 



12. 

13, 

You hava indicated tha\surfacejdanger could occur to a producing 

w e l l by v i r t u e of i t s proximity to another w e l l . What do you 

mean by this? (Answer 1. The d r i l l i n g r i g on the d r i l l i n g w e l l 

could collapse onto the surface equipment of the producing w e l l 

or 2. there could be a blowout and a r e s u l t i n g f i r e ) ? 

apsxng 
Mr. Nutter, what are the chances of the d r i l l i n g r i g c o l l 

onto the Grace-Atlantic Well i n this, p a r t i c u l a r case? 

14. Mr. Nutter, how l i k e l y are the prospects of a blowout occurring 

i n t h i s p a r t i c u l a r s i t u a t i o n (answer - remote at best - blowout 

preventers - «tetUgp P£evei iiimnn iii 

1 5 • You harm kaaid LLoLliuuuj) the blowout tha t occurred i n 

the d r i l l i n g of the Grace-Atlantic i n the Delaware formation. 

Do you believe 4-hnf t h i n ia -,iJun,u t h a t A f r l i k e l y to blowout 

when they reach the Delaware f i r ^ n i Nr. 1 U _ l l 

(answer: the high pressure i n the Delaware was unexpected when 

the Grace-Atlantic was being d r i l l e d - i t w i l l be no surprise 

i n the Merland No. 1 and they are prepared f o r i t . So the f a c t 

that there was a blowout i n the Grace-Atlantic probably reduces 

the chances t h e r e ^ w i l l be a blowout i n the d r i l l i n g of the 

Merland No. 1) 

It* 

i l 

A > > 

is 
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16. Mr. Nutter, you indicated that there could be (subsurracejdamage — 

by a d r i l l i n g of a w e l l near to a producing w e l l . Could you 

explain what you meant by tha t (answer: bore of d r i l l i n g w e l l — 

^evi^U-n^ from v e r t i c a l and encountering bore of producing w e l l — 

or 2 . -1 -i TT ^ j - f r " m hiigh p r o c i T " ' Q . i , f ,r mfrytgimiirr -Woa ferae wtr) — 

17. Mr. Nutter, what do you believe the chances are of the Merland 

No. 1 Well deviating from the v e r t i c a l and encountering the 

bore of the producing wa l l (none - deviation survey t e s t -

TOTCO conducted during the d r i l l i n g of Grace-Atlantic indicated 
t h a t bore of w e l l had deviated from v e r t i c a l a t o t a l of 75.52 

fe e t at depth of 44 90 f e e t . The anticipated depth of the 

Merland No. 1 Well i f v e r t i c a l would not int e r c e p t the Grace-

A t l a n t i c - Merland No. Well constantly c o n t r o l l e d by deviation 

equipment under supervision of Eastman Whipstock, Inc. 

TfiEJLJK- "TO A t J Q l O t t k Y n f s ^ 

2 i_^_. ._givr 1%^ _ » Awj i ) fL*T»L,At KJ 

~TT> 4rr WO^AT rr <*tk)s*a<* 

T f t I T >— lUiQ ~?VCX****K* 

mjA&sL "TDO%% tr: &mj*l 

S L A . 

~ tOiiV 



Mr. Nutter, supposing t h e W r l a n d No.1 Well tended to^deviate 

from the v e r t i c a l , what d i r e c t i o n do you think i t would deviate 

\ n ? ^Deviation function o f W m a t i o n equals d e v i a t i o n \ n same 

d i r e c t i o n . \ \ 

tr 

20. Mr. Nutter, i n your r o l e as Chief Petroleum Engineer f o r the 

New Mexico O i l Conservation Commission, do you come i n contact 

with d r i l l i n g companies? 

21. Are you f a m i l i a r with Cactus D r i l l i n g Co.? 

22. In your opinion are they a safe competent s a t i s f a c t o r y operator 

for the d r i l l i n g of a w for the drilling of a well of this nature?, „ 0 • n f 

23. Does Cactus D r i l l i n g Company, who i s working on the Merland 

No. 1 Well d i f f e r from Cactus D r i l l i n g Corporation which i s 

_ / named i n the complaint herein? 



^jdjLA*.y ^ 

^JOM^S^ Ui >r**fe vtH-p^tiMpJ 

rr 

' xi^fbk t̂Aut-Ck, , , 

Mr. Nutter i n your r o l e of Chief Petroleum Engineer^have you 

had to come f a m i l i a r with the general statutes under which the 

mm 
CmA^r ^Qufe^ ^ttJ. ~^wt 4 

^ i ^ Q u ^ 

25. Are you f a m i l i a r with the j u r i s d i c t i o n of the O i l Commission i n 

the area of f i r e prevention? 

26. Is this concurrent jurisdiction with the New Mexico State Fire 

Inspector for the National Fire Protective Association Code 

(no - exclusive jurisdiction in oil field operations or in 

New Mixico Oil Conservation Commission) Q. IC^&M. OJ 
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Big West Drilling Company 
\ 7 \ A COMMSRCS BU'.LDiNG 

F O R T W O H T H . T E X A S 7 6 1 0 2 

March 22, 1973 

R E C E I V E D 

TO: MICHAEL P. GRACE 
CORINNE GRACE 

. POST OFFICE BOX l4l3 
•CARLS3AD, MEW MEXICO 88220 

WELL NAME AND LOCATION: Grace Atlantic Wall No. 
1980' FSL 1980! FEL, 
Sec. 24, T-22-S, R-26-E, 
Eddy County, Mew Mexico 

APR 2 1973 

• . C. C. 
A R T E S I A , O F F I C E 

EASTMAN DEVIATION RECORD 

Date 
1973 Depth 

Degree of 
Deviation 

1-28 
1-29 
1-30 
1- 31 
2- 1 
2-2 

2-3 
2-4 
2-5 " 
2-9 
2-13 
2-16 
2-17 
2-19 
2-20 
2-2T 
2-22 
2-23 
2-24 
2-25 
2-27 
2- 28 
3- 1 
3-4 

3-6 
3-10 

1 
1 
2 
2 
3 
3 
4 

JL 
5 
5 
6 
6 
7 
7 
8 
8 
9 
9 
9 
10 
10 
11 
11 
11 
11 

260' 
375' 
660' 
,370' 
860-' 
,300' 
,600' 
,095' 
550' 
125' 
490' 
.396' 
,871' 
,368' 
,860' 
,340' 
,800' 
,290' 
,520' 
,010' 
,510' 
.980' 
450' 
690' 
165' 
260' 
470' 
770' 

1/2 
3/4 
3/4 

1/4 

1/4 

.1/4 
1/4 
1/2 
3/4 
1/2 
1/2 
1/2 
1/2 
1/2 
1/2 

1/2 
1/2 
3/4 
1/2 
3/4 

Cont inued 



Grace Atl a n t i c Well No. 1, Eastman Deviation Record, Page 2 

! I hereby c e r t i f y that ! have personal know!edge, of the data and 
facts placed on this form, and that such information- gi.ven above is true 
and compl ate. 

JCJtfN E. WiLSHER, Tool pusher 
/B-IG WEST DRILLING COMPANY 

Operator A f f i d a v i t : 

Before me, the undersigned authority, on this day personally 
appeared Hicko^A P 9 r a e ^ UX ___> known . to me to be 
the person whose name is subscribed hereto, who, after being duly sworn, 
on oath states that he is the Operator of the wel1 identified in this 
instrument, and that such well was not intentionally deviated from the 
vert i c a l whatsoever. 

Signature.of Aff-i-ant 

T i t l e ' o f Affiant 
V 

Sworn and Subscribed to before me, this 

^ Q j A , y J 1973. 

J 

day of 

—. _—j Nota-î -'' Publ ic in and for 

County, N&w 

Mexi co. 
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STATE OF NEW MEXICO COUNTY OF SANTA FE 

IN THE DISTRICT COURT 

MICHAEL P. GRACE, and 
CORRINE GRACE, 

)-->>!-11. 

P e t i t i o n e r s , 

vs. No. 47406 

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

Respondents. 

SUPPLEMENTAL PETITION 

COME NOW the P e t i t i o n e r s bv t h e i r a ttorneys of 

record and supplement t h e i r o r i g i n a l P e t i t i o n f i l e d h erein 

on January 2 5, 1 "74, by f u r t h e r requesting of the; Court t h a t 

an Order be ente: • r e s t r a i n i n g and o m o i n i n g Respondents D.L. 

Hanni:in, Joe Do :eok, ind Cactus D r i l l i n g Company from 

attempting t o f r a c t u r e the Merland I Well and as grounds 

t h e r e f o r statt.- • hat any said f r a c t u r i n g such a short distance 

of 110 f e e t from • e e x i s t i n g w e l l , can reasonably be expected 

t o damage the casing of the e x i s t i n g Grace-Atlantic Well or 

could c , is dam.:- -e t o the formation which would either' p a r t i a l l y 

or completely destroy the Grace-Atlantic Well. 

Court r e q u i r e Respondents t o post a bond i n an amount s u f f i c i e n t 

to hold harmless P e t i t i o n e r s f o r any and a l l losses they might 

s u s t a i n i n the event of damage or d e s t r u c t i o n t o the Grace 

A t l a n t i c Well, and f o r ^uch other r e l i e f as the Court may deem 

proper. 

I n the a l t e r n a t i v e , P e t i t i o n e r s would eisk t h a t the 

R e s p e c t f u l l y submitted, 

x 
FARRELL L. LINES 
Attorney f o r P e t i t i o n e r s 
500 Second S t r e e t , N.W. 
Albuquerque, New Mexico 

ILLEGIBLE 
SAMUEL A. FRANCIS 
Attorney f o r P e t i t i o n e r s 



IN THE DISTRICT COURT OP SANTA FE COUNTY 

STATE OF NEW MEXICO 

MICHAEL P. GRACE, I I and 
CORINNE GRACE, 

P e t i t i o n e r s 

vs. No. 47406 

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

Respondents 

MEMORANDUM BRIEF 

This Memorandum B r i e f i s submitted by the Respondents, 

D. L. H a n n i f i n and Joe Don Cook, a t the request o f the Court, 

f o r a u t h o r i t y on the f o l l o w i n g q u e s t i o n : 

I s the P e t i t i o n e r e n t i t l e d t o examine the Respondents as t o 

t h e i r f i n a n c i a l net worth i n an i n j u n c t i v e r e l i e f proceeding? 

Counsel f o r the said Respondents were i n c o r r e c t i n s t a t i n g 

i n open c o u r t t h a t New Mexico a u t h o r i t y e x i s t s on t h i s s p e c i f i c 

q u e s t i o n . The a u t h o r i t y which Respondents' counsel had i n mind 

r e l a t e s t o the t a k i n g of de p o s i t i o n s and discovery wherein a 

defendant cannot o r d i n a r i l y be examined upon h i s a b i l i t y t o pay 

a judgment which has not as y e t been rendered. The t e s t i n v o l v e d 

i s relevancy, and although the t e s t may be analogous t o the 

su b j e c t q u e s t i o n , there appear t o be no New Mexico cases e x a c t l y 

on p o i n t . 

I n searching other j u r i s d i c t i o n s , a general r u l e may be sa i d 

t o e x i s t t o the e f f e c t t h a t insolvency of the person agai n s t 

whom i n j u n c t i v e r e l i e f i s sought i s not of i t s e l f a s u f f i c i e n t 

reason f o r g r a n t i n g such r e l i e f , and the suggestion o:: insolvency 



i s not s u f f i c i e n t unless there i s some other e q u i t a b l e ground 

f o r i m p o s i t i o n of the i n j u n c t i v e r e l i e f . 42 AM Jur 2d 

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

Watson, 67 S.W. 391 (Mo.); D i l l s v. Doebler, 26 A. 398 (Conn.); 

60 ALR 2d 337, Sec. 7. 

However, the solvency or insolvency o f a Defendant may be 

a c o n s i d e r a t i o n i n determining whether the P l a i n t i f f has an 

adequate remedy a t law so as t o preclude the g r a n t i n g o f an 

i n j u n c t i o n i n h i s f a v o r , but i t i s o n l y i n cases where the 

i n j u r y may be adequately estimated and compensated i n money t h a t 

i t becomes m a t e r i a l t o i n q u i r e whether the Defendant i s able t o 

respond t o a judgment a t law f o r damages. 42 AM. Jur 2d, Sec. 53, 

p. 796. 

I t has been h e l d t h a t where damages a t law are capable o f 

f u l l y compensating f o r the i n j u r y , the remedy a t law i s not t o 

be deemed inadequate merely because the Defendant appears t o be 

i n s o l v e n t . Bersch v. Rust, 95 A. 10 8. 

Respondents conclude from the a u t h o r i t i e s , t h a t solvency or 

insolvency may be m a t e r i a l f o r examination purposes only where 

damages a t lav? cannot compensate f o r the i n j u r y , and o n l y when 

the i n j u r y may be adequately estimated and the needed compensation 

determined. 

I n t h i s case, the i n j u r y t o the P e t i t i o n e r s , i f any such 

p o s s i b i l i t y e x i s t s , has been shown t o be p u r e l y s p e c u l a t i v e , and 

necessary compensation t o cover i n j u r y i s e q u a l l y questionable. 

A non-licensed petroleum c o n s u l t a n t , w i t h l i m i t e d Eddy County, 

New Mexico experience has t e s t i f i e d f o r the P e t i t i o n e r s t h a t he 

has estimated the value of the G r a c e - A t l a n t i c #1 Well t o be 

approximately 8.5 m i l l i o n d o l l a r s . He d i d not do a r e s e r v o i r 

survey, area w e l l comparative a n a l y s i s , d e f i n i t i v e engineering 

study or f o r m a t i o n a n a l y s i s . I n f a c t , he d i d not t e s t i f y t o a 



basis f o r the f i g u r e s he used i n h i s computations, except t o 

r e l y upon past p r o d u c t i o n and present pressures. We suggest 

t h a t such a value estimate i s i n s u f f i c i e n t t o c o n s t i t u t e an 

adequate e s t i m a t i o n i n determining compensation, should the 

improbable occur and the Gra c e - A t l a n t i c Well be t o t a l l y and f u l l y 

destroyed. 

We submit, t h a t a t l e a s t i n t h i s stage i n the proceedings, 

s u f f i c i e n t evidence doss not e x i s t t o show probable i r r e p a r a b l e 

i n j u r y t o the P e t i t i o n e r s , or the value o f i n j u r y , i f any, so as 

t o make i n q u i r y i n t o the f i n a n c i a l worth of the Respondents 

m a t e r i a l . 

Respectively Submitted 

HUNKER, FEDRIC & HIGGINBOTHAM 

by 
DON M. FEDRIC 
Attorneys f o r Responder.ts, 
D. L. H a n n i f i n and Joe Don Cook 



NEW MEXICO 
OIL CONSERVATION COMMISSION 

FIELD TRIP REPORT 

Name of Employee Gresse t t & Mernu.s 

Time of Departure 9 : 1 Q A - M. T i m e o f R e t - u r n 11:30 A . M. 

Miles Travelled 7 8 

In the space below please indicate purpose of t r i p and duties performed, 
l i s t i n g wells or leases v is i ted . 

F i e l d I n s p e c t i o n : 
D. L . H a n n i f i n & Joe Don Cook Merland # 1 , 2004' FSL & 1870' FEL 
Sec. 24-22-26 W i l d c a t Delaware t e s t . They were TD 400 1 3 - 5 / 8 " -
396-250 sacks Class C 2% CC c i r c u l a t e d t o s u r f a c e . The r i g i s 
s t i l l over the ho le r however . the de r r i ck , was laid.,, dowri, ,§yid /£lje 
mud pump.,., l i g h t p lant . , and water *;ftnk had been, moved ...jto... t h e o ther 
s ide o f the l o c a t i o n . They were i n the process o f n i p p l i n g up 
when they go t o rders t o shut. down. The b.lpyfflut, . pr^e vejaters are 
S h a f f e r 10" Ser ies 900 h y d r u a l i c and manual opera ted , n o t com
p l e t e l y hooked up y e t . The d e r r i c k i s 96' h i g h on about a 10 ' 
s u b s t r u c t u r e . 

Th i s w e l l i s 141 ' + f rom Grace A t l a n t i c , _(I d i d n ' t get_u.nder the 
substructu^re. .„ to„maaauxeu.) The mud pump and l i g h t p l a n t were about 
9(V f rom Grace Wei], and the water tank was _some c l o s e r , and .then 
the r o a d . 

The crew was t he re work ing ou t around the mud pump and wa met the 
pusher Mr. J . E. P r i c h a r d on the way o u t . 

DATE 1-28-74 " \ A ' 

Employee's Signature 
D i s t r i c t #11 



IN THE DISTRICT COURT OF SANTA FE COUNTY 

STATE OF NEW MEXICO 

MICHAEL P. GRACE, I I and 
CORRINE GRACE, 

P e t i t i o n e r s 

vs. 

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

(Hit 

No. 47406 

'ATION FOR PRELIMINARY 
TION AGAINST D.L. HANNIFIN, 

JOE Dt N COOK, and CACTUS DRILLING 
COMPANY 

COME THE APPLICANTS MICHAEL P. GRACE, I I and Corrine Grace 

by t h e i r attorneys and apply t o the Court f o r a Pr e l i m i n a r y I n j u n c 

t i o n r e s t r a i n i n g and e n i o j n i n g D.L. Hannifxn, Joe Don Cook, and 

Cactus Dr i : . :. \ Com; any from f u r t h e r d r i l l i n g the proposed Merland 

•I Well, and ordering said p a r t i e s ^ to^remoye i ithe n i d r i l l i n g ^ r i g and 

a l l the d r i l l i n g equipment from the Grace-Atlantic Wellypad) and as 

grounds t h e r e f o r states as f o l l o w s : 

1. The Court i s r e f e r r e d to the P e t i t i o n f i l e d herein on 

January 25 w i t h a f f i d a v i t s attached, which pleadings are herein 

incorporated by reference^ and show the Court that said P e t i t i o n 

o u t l i n e d to the Court t h a t the Merland I Well i s being d r i l l e d 110 

f e e t from the high pressure Grace-Atlantic Gas Well. 

2. That there are high pressure l i n e s , tanks, and heater 

t r e a t e r s on the Grace-Atlantic W e l l ( j p a d ^ area of 

the w e l l head. 

3. That the dr i 11 ing equipment and._JT i a b_ejLna- us ed t o d r i l l 

the Merland I Well have been placed on the Grace-Atlantic Well pad 



i n such close p r o x i m i t y t h a t there i s danger of immediate and 

i r r e p a r a b l e damage t o the Grace-Atlantic Well and any personnel 

i n the area should any of the d r i l l i n g equipment come i n contact 

w i t h said w e l l or should there be an accident i n v o l v i n g the 

d r i l l i n g equipment or i t s personnel. 

4. That the Merland I Well i s contemplated t o be d r i l l e d 

t o the Deleware Formation. 

5. That the Gra c e - A t l a n t i c ^ J ^ e l l , some 110 f e e t away 

experienced, dur i n g d r i l l i n g i a gas blow-out^in the Deleware 

Formation which took three days to c o n t r o l . ^ 

6. That there i s a'good p r o b a b i l i t y that the Merland I 

Well w i l l also blow out i n the Deleware Formation and such a 

blow-out o c c u r r i n g v i r t u a l l y on top of another wel1 and i t s 

equipment would almost c e r t a i n l y cause t i r e and explosion which 

could destroy the Grace-Atlantic Well and tne e n t i r e Morrow 

Reservoir and would c e r t a i n l y i m p e r i l the l i v e s of any personnel 

i n the area. 

7. That the Grace-Atlantic Well nas an estimated worth 

i n excess of e i g h t m i l l i o n d o l l a r s . 

8. That Applicants would r e f e r the Court t o the a d d i t i o n a l 

a f f i d a v i t s attached hereto as E x h i b i t s A, B, C, D & E which f u r t h e r 

show the Court the extreme danger involved h e r e i n . 

9. That t h i s Court has set a hearing f o r January 31, 

at 2:00 o'clock p.m. on the matter of permanent, i n j u n c t i o n against 

the respondents h e r e i n . 

10. That because of the imminent danger of i r r e p a r a b l e 

harm t o an e x i s t i n g gas w e l l , gas r e s e r v o i r , and a l l personnel i n 

the area t h i s Court should issue a P r e l i m i n a r y I n j u n c t i o n e n j o i n i n g 

D.L. h a n n i f i n , Joe Don Cook, and the Cactus D r i l l i n g Company from 

f u r t h e r d r i l l i n g of the Merland I Well u n t i l t h i s Court has had 

o p p o r t u n i t y t o conduct an e v i d e n t i a r y hearing i n the matter of 

- 2 -
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Permanent I n j u n c t i o n . 

11. That George Hunker and Don M. Fedric who have entered 

an appearance i n open c o u r t as a t t o r n e y s f o r D.L. H a n n i f i n , Joe Don 

Cook, and Cactus D r i l l i n g Company have been given o r a l n o t i c e by 

Ap p l i c a n t s t h a t A p p l i c a n t s i n t e n d t o apply to the Court f o r t h i s 

P r e l i m i n a r y I n j u n c t i o n a t 1:00 o'clock p.m. on January 29, 1974. 

12. That A p p l i c a n t s have already posted w i t h the Court 

a bond i n the amount of $3,000.00, and t h a t the Court should r e q u i r e 

no f u r t h e r bond i n connection w i t h t h i s P r e l i m i n a r y I n j u n c t i o n . 

FARRELL L. LINES 
Attorney f o r Petit- i.oners 
500 Second S t r e e t , N.W. 
Albuquerque, New Mexico 

SAMUEL A. FRANCIS 
Attorney f o r P e t i t i o n e r s 
400 7th S t r e e t , N.W. 
Albuquerque, Nev; Mexico 

- 3 -



A F F I D A V I T 

STATE OF NEW MEXICO ) 
) s s , 
) 

COUNTY OF BERNALILLO ) 

COMES NOW JAMES c- JOHNSON, HAVING BEEN f i r s t duly sworn and 

deposes and sta t e s as f o l l o w s : 

1. That I am a petroleum engineer and have worked i n the 

o i l and ga,s f i e l d s f o r approximately seventeen years. 

2. That during t h i s p e r i o d o f time I have d i r e c t l y or 

i n d i r e c t l y supervised the d r i l l i n g of over 200 gas and o i l w e l l s . 

3. That from my experience as an engineer there^ i s a 

good p r o b a b i l i t y t h a t since the Grace A t l a n t i c Well blew out i n 

the Deleware form a t i o n , t h a t the proposed Merland 1 Well w i l l also 

blow i n the Deleware formation. 

4. That I nave been t o the Grace A t l a n t i c Well s i t e and 

am aware of the high pressure pipes, the tanks, and heater t r e a t e r s 

on the well pad. 

5. That i n my p r o f e s s i o n a l o p i n i o n i f the w e l l should 

blow out there i s a high p r o b a b i l i t y of f i r e and explosion which 

could extend t o the surface area of the Grace A t l a n t i c Well which 

would cause i r r e p a r a b l e damage t o the w e l l and t o the Morrow te^r-

v o i r . 

6. That such a f i r e or explosion would c e r t a i n l y jeopar

dize the l i v e s of a l l personnel i n the area. 

7. That due t o the high pressure and the high volume of 

the Grace A t l a n t i c Well, an explosion i n the area could cause 

phenomenal damage covering a much l a r g e r area than might be 

normally expected from a s i n g l e blow-ou>. 



8. That I have studied the present capacity of the Grace 

A t l a n t i c Well, and have concluded t h a t i t has a net worth of 

somewhere i n excess of e i g h t m i l l i o n d o l l a r s . 

JftiMES P. JOHNSON' 

1/ C.^< 
SUBSCRIBED AND SWORN TO before me t h i s y y day of 

Januarv, 1974, by J j j } n < w C / ' J-JL I L C ^ ' • 

K. 2 4 tw LA- 'Ji±L 
NOTARY PUBLIC 

My roiiu" L s s i o n e x p i r e s : 

- 2 -
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STATE OF WW MEXICO 
EDDY COUETY 

AFFIDAVIT 

The undersigned being Superintendent f o r 3 i g West Dr i l l i n . " ; Company 

being f i r s t duly sworn, deposes and says that on February 6, 1973 

while d r i l l i n g the Grace At l a n t i c #1 we l l , located i n Section 2/.!, 

T22S, E26E, Eddy County, Hew Mexico, |l encountered a blow out of 

three days duration at a depth of luU90'. Thanks to Big West personnel 

and management the f i r e which could have been expected any momont did not 

break out and the well was put back in t o control and further d r i l l in^-

recommenced on February 10, 1973* This well was "blowing fras and I 

would consider t h i s a fas blow-out i n the Deleware zone 

I am aware there i s now a well being d r i l l e d i n t h i s same immediate area 

which i s closer than 15*01 to the above well which I consider a very 

hazardous condition a^t some of the major o i l companies I have d r i l l e d 

f o r require that we must be a minimum of 150' from butane tanks or 

high pressure gas lin e s . 

I n ny experience i n d r i l l i n g i n t h i s area I would recommend that a 

h y d r i l l be used i n addition to regular blow out preventor f o r blow 

out protection. 

/. Is 

/ J : S. WTLSEFR, SUPFHTNTFliOFST 
/ BIG VEST DRILLING COMPACT 

Subscribed and sworn to before me t h i s 28th Jenu.ary, 197̂ -! 

f / Notary Public / 

My commission exprres Sept. 10, 1975« 



STATE OF NFV MEXICO 
COUUTY OF EDDY 

AFFIDAVIT 

The undersigned "being Vice-President o* B^d-eye, Inc. of Midland. Terns 

"being f i r s t duly sworn, deposes and says that- on F^bniag 6, 1°7? 

I was called to the Grace-HI an t i c #1 in Section 2).i. T22S, RP̂ F, Fddy 

County, New Mexico. Upo^ arrival I found this well was blowing gas 

from a denth of lih90' which I would consider the Deleware zone 

We managed to keen this well under control even in this high pressure 

gas f i e l d , with.LL0.4- PPG mud. 

I have had quite a b i t of experience i n this area and I would consider 

i t an extremely high pressure zone and I have worked on wells i n this 

area of we have not been as fortunate i n getting under control as we 

were on this one which was approximately 2100 psi, at this shallow depth 

I also consider i t highly dangerous to have another r i g d r i l l i n g this 

close to any well i n this area. 

v \ 

• —— 
iJoe Eendeison 
V 

Subscribed and sworn to before ne thisj?8th January, 1971; 

•rs 

M.y comm. expires Sept.. 10, 1975 
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A F F I D A V I T 

STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF BERNALILLO ) 

COMES NOW FARRELL L. LINES, ONE OF THE atto r n e y s f o r the 

p e t i t i o n e r s h e r e i n , having been f i r s t duly sworn and deposes and 

sta t e s as f o l l o w s : 

1. That I have been i n communication w i t h the Occupational 

Safety and Health A d m i n i s t r a t i o n of the U.S. Department of Labor. 

2. That a t my request they have sent t o me copies of c i t a t i o n s 

which have been issued by them aga i n s t the Cactus D r i l l i n g Corpora-

i o n , who i s one of the respondants h e r e i n . 

3. That t h i s i n f o r m a t i o n i s important t o the Court i n 

concluding whether or not immediate danger e x i s t s i n the d r i l l i n g 

of a gas w e l l w i t h i n 110 f e e t of a producing high pressure w e l l . 

- ^ . . ^ / ^ L -
FARRELL L. LINES 

SUBSCRIBED AND SWORN TO before me t h i s : . day c f 

. - -<-;X /: v v c ,. , 19 ' J d , by J .v \ : ; -( -': - ' < C "• 
J 

V.; /'... I ^: 7 7. C L. • . 
NOTARY PUBLIC ;7 

My commission e x p i r e s : 

^ Q r>j . U-. >C/ 7 7 r {-



n U.S. DEPARTMENT OF LABOR 
^-cUfiolional Saf»ry onJ Hoalth Administrotiop 

Boos 421 f o ^ r z l Bui. 1 dins 
1205 TOXAS Av3r.ua 

Lubbock,, Texaa .72401 

OSHA-2C 

CSHO N O . 

K-8347 

O S H A - l N O . 

1 
A R E A 

4140 

R E G I O N 
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July 2ft, 197,2 XO: CACTUS DRILLING CORPORATION Date 
P.O. Box 32 

• Midland, Texas 79701 - . • -
ATTN: Mr. L .A. Rogers, Vice-President of D r i l l i n g 

Subject: Ci ta t ion fo r Alleged Occupational Safety and Health Vio la t ion(s ) 

An inspection of a workplace under your operation, ownership, or control has revealed conditions 
which we believe do not comply wi th tha provisions of the Occupational Safety and Health Act of 1970, 
29 U.S.C. 651. The nature of such alleged violat ion(s) i s described i n the enclosed c i t a t ion wi th 
references to applicable standards, rules, regulations, and provisions of the said Act. These condi
t ions must be corrected on or before the date shown to the r ight of each v io la t ion therein. 

The Act requires that a copy of the -enclosed c i ta t ion(s) be prominently posted , f i n a conspicuous 
place upon rece ip t " at or near each place a v iola t ion referred to i n the c i t a t ion occurred. I t must 
remain posted u n t i l a l l violat ions cited therein are corrected, or f o r 3~ working days, whichever 
period i s longer. A s u f f i c i e n t number of copies of the attached c i ta t ion(s) should be prepared to 
permit posting i n accordance wi th the requirements of the A c t . 

I f you contest the c i t a t ion you may post a notice to th i s e f fec t near the c i ta t ion contested. The 
Act contains penalties for v io la t ion of the posting requirements. 

You w i l l soon be n o t i f i e d by c e r t i f i e d mail whether or not a proposed penalty w i l l be assessed as 
a result of the cited v io l a t ion ( s ) . You have the r igh t to contest the c i t a t i on ( s ) , the proposed pen
a l t i e s , or both, before the Occupational Safety and Health Review Commission. The Review Commission 
i s an independent quasi- judicia l agency with authority to issue decisions regarding c i ta t ions and 
proposed penalties. I f you do contest, you must so n o t i f y the Area Director within 15 working days 
a f t e r receipt of the c e r t i f i e d mail notice regarding proposed penalties. I f you f a i l to contest 
wi th in the 15 working day period, the c i ta t ion and the proposed assessment of penalties sha l l be 
deemed to be a f i n a l order not subject to review by any court or agency. 

i 

An employee or representative of employees may f i l e a notice to contest the time stated in the c i 
t a tion for the abatement of the alleged violation(s). 

Alleged violations that are not contested shall be corrected within the abatement period speci
f i e d i n the citation. Failure to correct an alleged violation within the abatement period may result 
i n a further proposed assessment of penalties. 

As to alleged violations with an abatement period of 30 days or less, you are directed to prompt^' 
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. Hie progress report should detail what has been done, what remains to be done, 
and the time needed to f u l l y abate each such violation. Ythen the alleged violation i s f u l l y abated, 
the Area Director shall be so advised. 

A followup inspection may be made for the purpose of ascertaining that you have posted the c i t a 
tions as required by the Act and corrected the alleged violations as you have reported. Tne Act pro
vides that whoever knowingly gives false information is subject to a fine up to S10,000, imprison
ment up to 6 months, or both. 

I f you wish additional information, you may direct such request to the undersigned at the address 
l i s t e d above. 

A copy of a l l pages of 
t h i s c i t a t i o n sent t o : 
Cactus D r i l l i n g Corporation 
P.O. Box 221 
Dallas, Texas 75221 
ATTN: Mr. F.M. Late, President 

U. S. Department of Labor 

By Area Director 
R0BERT B. SIMMONS 



U.S. DEPARTMENT Or l .A&OR x 

-> ecu t io.i ol Sa i^ t / a.. I H'.-.j!:n Adm ii> i sf ra: ion 

ROCS '.--J- r-i-^-J-c- -•uj.-<-.Li.y 
1205 TcOtas A-;anue 

Lubbock, Texas .79401 

C1TATI0K* 

;S.HO NO. 

K-8347 
R E A 

O S H A - 1 N O . 

4140 

Citation Number 

EMPLOYER 

Page 1 o f 6 

C ACT LIS DRILLING CORPORATION 

Date Issued J u l y 28. 1972 

(Street U . S . Highway 80 Whsf: 

ADDRESS ( P.O. Box 32 ) 

(City iHet land Zip 79701 

An inspection of a workplace under your ownership, operation, or control located at 4 rei'le.s w^gt- n f C ^ n d Fa 1 1 w 

T p - w g PTIH i ^ p p ^ P f l nn J u l y 7 2 , 1 1 7 2 f r o r n 1 0 : ? f ) A . M r . n t i l 4:.?Q P . M . and described as fol lows 

Engaged i n d r i l l i n g f n r c^ P g - n d n-M R i g N o . 22 

has been conducted. On the basis of the inspection i t is alleged that you have violated the Occupational Safety and Health 
Act of 1970, 29 U.S.C. 651, in the fol lowing respects: 

Item 
number 

Standard or regulation 
allegedly violated Description of alleged violation 

Date on which 
aliened violation 
must be corrected 

29 CFR 1910.23(c)(l)(i) 

29 CFR 1910.23(d)Cl)(iii) 

The following open sided f l o o r s or 
platforms were not equipped w i t h stan 
dard r a i l i n g s and toeboards on the 
open sides: 
a. The r i g f l o o r did not have a toe-

board on three sides: north,east, 
and south sides t; 

b. Guardrail broken between V door 
and northeast corner; ' •• • 

c. Guardrail broken and not i n holes 
provided to support g u a r d r a i l 
( t i e d together w i t h soft l i n e ) on 
north side of f l o o r by draw works 

d. 2'.wide opening on north side of 
motor f l o o r . 

Stairs less than 44 inches wide l o 
cated i n the fo l l o w i n g places were 
not equipped w i t h standard s t a i r 
r a i l i n g s : 
a. s t a i r s located by V door only one 

handrail (20 steps) 

Septembers'-, 1972 

September 5 , 1972 

(CONTINUED) 

Area Director's Signature •fLc~L.'<-77~7 ^~y<lJ--)-:-^-i 

ROBERT B . SIMMONS 

The issuance of a citation does not constitute a finding tha: a violation of the Act has occurred unless there is a failure to 
contest as provided for in the Act or, i f contested, unless the citation is affirmed by the Occupational Safety and KeaiVu Reviev.-
Cornmission. * 

RIGHTS OF EMPLOYEES 

Any employee or representative of employees who believes that any period of time f ixed in this citation for the correction of 
violation is unreasonable lias the right to contest such time for correction by f i l j n g a notice with tiie U. S. Department of Labor 

at the address shown above within 15 working days of the receipt by the employer of notice of proposed penakv or notice that no 
penalty is being proposed. j 

"No person sliall discharge or in r.ny manner discriminate against any employee because such cntplovee has f i led any corn- j 
plaint or instituted or caused co be instituted any proceeding under or routed to this Act or has test i f ied er is about to test ify 
in such proceeding or because of the exercise by such employee on behalf of himself or others of anv righ: afforded by this 
A c t . " Sec. 11 (c)(1) of the Occupational Safety and Heakh Act of 1970, 29 U.S.C. 651. 

The lav/ requires that a copy of the enclosed citation(s) "shal l be prominently posted" in a conspicuous place "at or near j 
eacli place a viol;.tion rc-fcried to ir. the citation occured." It must remain posted until al l violations cited therein are cor- | 
rected, or for 3 working days, whichever period is longer. „ ' 



'U.S. D E P A R T M E N T O f-" - L A? .0 

c u p i : f ! o ; u i S a f e t v o n d H o a l l U A f r a i d t :,: r c l i o n 

1205 Tsxas Avor.ue 
Lubbock, Texas .79401 

CITATiOH* 

C 5 H O M O . 

K-8347 

OSHA-1 i-iO. 

R E G I O N 

4140 

Citation Number 

EMPLOYER 

Page 2 o f 6 

CACTUS DRILLING CORPORATTDM 

Date Issued J u l y 28, 1972 

(Screec U .S . Highway 80 West: 

ADDRESS ( P.O. Box 32 ) 

(City M i d l a n d -. S:a:e • exas Zir> 73 701 

An inspection of a workplace under your ownership, operation, or control located at A mi Te.q w Q s r n f 0^-?nd K a i l s . , 

T P V A S anH i n s p a r f p r i nn J u l y 1 2 , 1 9 7 2 f r o m 1 0 : 3 0 A . M u n t i l 4 : 3 0 P . M . and described as fol lows 

Engaged in drilling fnr p-^.q ?nH oil R i j r _ N o . 22 

has been conducted. On the basis of the inspection i t is alleged that you have violated the Occupational Safety and Health 

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

Item 
number 

Standard or regulation 
allegedly violated Description of alleged violation 

Date on which 
alleged violation 
must be corrected 

Item 2 
Cont'd 

b. s t a i r s located by V-door no hand-' September 5, 1972 
r a i l s (5 steps); 

c. s t a i r s north side of motor f l o o r 
only' one handraiL(10' high s t a i r s ' 

d. s t a i r s east side of mud p i t no 
handrails (6 steps); 

e. s t a i r s east side of mud p i t no 
handrails (6 steps); 

f . s t a i r s south side of mud p i t - no 
handrails (8 steps); 

g. s t a i r s wast side of mud p i t no hand
r a i l s (4 steps). 

29 CFR 1910.24(b) Stairs had not been provided f o r ac
cess from the following locations: 
a. Door on north side of Mud House, 

unstable wooden .pallets were 
being used; 

b. Water Tank to supply r a d i a t o r 
water. A soap b a r r e l was being 
used on north side of tank t o 
gain access to gauge and hose; 

September 5-, 1972 

(CONTINUED) _ , 
Area Director 's Signature f / ^ 6 ? 7 l ^ 

R0BERT B. SIMMONS 

The issuance of a citation docs not constitute a finding that a violation of the Act has occurred unless there is a failure to 
contest as provided for in the Act or, i f contested, unless the citation is affirmed by the Occupational Safety and Health Review 
Commission. 

RIGHTS OF EMPLOYEES 

Any employee or representative of employees who believes chat any period of time f ixed in this ci tat ion for the correction of 
violation is unreasonable has the right to contest such time for correction by f i l i n g a notice with the U.S. Department of Labor 

.t the address shown above within 15 w orking days of the receipt by the employer of notice of proposed pen.ikv or notice that no 
'enaky is being proposed. 

"Mo person shall discharge or in. any manner discriminate against any employee because such ernplovee has f i l ed anv com
plaint or instituted or caused to be instituted any proceeding under or related to this Act or has tes t i f ied or is about to test ify 
n such proceeding or because of the exercise by such employee on behal: of himself or others of anv right afforded by this 
\ c t . " Sec. 11 (c)(1) of the Occupational Safety and Health Act of 1970, 20 U.S.C. 651. 

The law requires that a copy of the enclosed eita:ion(s) "shal l be prominently posted" in a conspicuous place "at or near 
•ach place a violation referred ro :n the citation occured." I : must remain posted unti l al l violations cited therein are cor-
•ected, or for 3 v, orbing ti.iys, whichever period is longer. 

* Alleged v:.>J;*.tion.% coveted by this citation are those which are nor serious violations within the mcartinr- of the Act bat 



. U.S. DEP Ai? T M'i.'iT Ot" LAGCR 
ccupa"rToiTci Si:;c:>- :..id Huc i t h Ac-run! s t ra t io : 

rice 
O b K A - I (JO. 

Texas .79401 • 

K-8347 1 
." 'clGIQ. ' i 

CITATION* 4140 6 

Creation Number 

EMPLOYER 

Page 3 o f 6 Dace Issued J u l y 28, 1972 

CACTUS DRILLING COEPORATTOM 

(Street U .S . Highway SO West. 

ADDRESS ( P.O. Box 32 ) 

(Citv llxdlzzsl State 

An inspection of a workplace under yout ownership, operation, or control located at .4 TP"? 1 P.S . we?t , of Gr.n'nd. Ff 1 1 ft, 

T p y o g ?nd i n < ; p ° r f K l rtn J u l y 1 2 , 1 9 7 ? Prom 1 0 : 3 0 A . M u n t i l A : 3 0 P . M . and described as fe l lows 

R i g N o . 22 Engaged i n d r i l l i n g fnr- g.-q.q a^rl r.-r l 

has been conducted. On the basis of the inspection i t is alleged that you have violated the Occupational Safety and Health 

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

Item 
number 

Standard or regulation 
allegedly violated 

Description ol alleged violation 
Date on which 

alleged violation 
must be corrected 

Item 3 
Cont'd 

29 CFR 1910.27(b)(l)(ii) 

29 CFR 191.0.27(b)(1) ( i i i ) 

c. Derrick from r i g f l o o r t o bottom 
of f i x e d ladder 141 without ac
cess ( f i x e d ladder acceptable i n 
l i e u of s t a i r s ) . 

The v e r t i c l e distance between the 
rungs on the f o l l o w i n g f i x e d ladders 
exceeded 12": • 
a. Derrick ladder had rungs 16" high 
b. Fixed ladder to No. 1 radiator 

motor had rungs 14" high; 
c. Fixed ladder to No. 2 radi a t o r 

motor had rungs 14" high; 
d. Fixed ladder to No. 3 radi a t o r 

motor had rungs 14" high. 

The minimum clear length of rungs or 
cleats was less than 16 inches on tha 
following f i x e d ladders: 

(CONTINUED) 

September 5, 1972 

September.5, 1972 

September 5, 1972 

Area Director's Signature (/ is —^-7--^-z, 

ROBERT B . SIMEONS 

The issuance of a citation does not constitute a finding that a violation of rhe Act has occurred unless there is a failure ro 
contest as provided for in the Act or, i f contested, unless the citation is affirmed by tiie Occupational Safety and Health Review 
Commission. * 

RIGHTS Or EMPLOYEES 

Any employee or tepresenrati ve of employees who believes thnt any period of rime f ixed in this citation for tiie correction of 
a violation is unreasonsblc- has the right tc contest such time for correction by f i l i n g a notice with the U.S. Dopartrvtnt of Labor i 
at the address shown above within 15 working days of the receipt by the employer of notice of proposed penalty or notice th.it no \ 
penalty is being proposed. ' 

"No person shall discharge or in anv manner discriminate against any employee because such employee has f i led any com- J 
plaint o" instituted or caused to be instituted ar.y proceeding under or related to this Act or has test i f ied or is about to tes t i ly I 
in such proceeding or because ot the exercise by such employee on behalf of himseif nr others of any right uf forded' l-v this | 
A c t . " Sec. 11 (c)(1) of the Occupational Safety and Health Act cf 1070, 29 U.S.C. 651. _ ' j 

The law requires that a copy of th'? enclosed citntiou(s) "shal l be prominently poster!" ;n a conspicuous place "at or near 
each place a violation referred to in the citation occured." It must remain posted unti l all violations cited therein arc cor
rected, cr for 3 working days, whichever period is longer. 

' A l l e g e d violations co'. ert.-d by this citation are those which are not serious violations v. ith in, the meaning, of ihe Act iv. 
I 



U.5. DEPART fi E it T OT- L A I V J H 

.iccupqtioncl Softly ond H..-c!:ii At!::ur. i ' i trctlon 

Hocn 4£I .?eo.Gral -va.'.±LL.LX\(̂  
1205 Texas Avenue 

Luobock,- Texas .79401' 

CITATION* 

CSHO MO. 

K-R347 

4140 

O S H A - l N O . 

HEGIOrl 

C i t ac ion Number 

E M P L O Y E R 

Page 4 o f 6 

CACTUS D R I L L I N G COTtPORATTOtt 

Dace Issued J u l y 28. 1972 

U . S . ..Highway 80 West (Street 

ADDRESS ( P.O. Box 32 ) 

(Cicy H i r i t a n r i i e x g s Z i p 7 9 7 0 1 

A h i n s p e c t i o n o f a workp lace under your ownership , opera t ion , or con t ro l loca ted at 4 m i l e s w^.St, n f G r p n f i . Fa7 1 P., 

T p v a c pr ,H i n s n ^ f c H r m J u l y 1 2 J 1 Q 7 ? f r n m 1 0 : 3 0 A . M u n t i l 4 : 3 0 P . M . 

Engaged i n d r i l l i n g f o r g/iq -nnd o-p ...Rip, No. 22 

. and desc r ibed as f o l l o w s 

has been conduc ted . On the bas i s o f the i n s p e c t i o n i t i s a l l eged tha t you have v i o l a t e d the Occupa t i ona l Safety and H e a l t h 

A c t o f 1970, 29 U.S .C . 6 5 1 , i n the f o l l o w i n g r e spec t s : 

Ite.-n 
number 

Srnr.dard or regulation 
allegedly violated 

Description of alleged violation 
Date en wh ich 

alleged violat ion 
must be corrected 

Item 5 
Cont'd 

a. 
b. 

c. 

d. 

Derrick ladder rungs were 12"; 
Fixed ladder to No. 1 radiator 
motor had rungs 
Fixed ladder to 

September 5, 1972 

14"; 
No. 2 ra d i a t o r 
14"; 

Fixed ladder t o No. 3 radi a t o r 
motor had rungs 

motor had rungs 

14". 

29 CFR 1910.157(d)(3)(iv) Portable f i r e extinguishers located 
as l i s t e d below' did not have a durable 
tag securely attached to show the 
maintenance or recharge date and the 
i n i t i a l s or signature of the person 
who performs '.he service: 
a. 20 i b . portable extinguisher 

northeast corner of Rig Floor; 
b. 20 l b . portable extinguisher 

entrance to Doghouse; 
c. 350 l b . dry chemical extinguisher 

on ground by west side of Doghouse. 

(CONTINUED) 

August 14, 1972 

Area Director's Signature y^^-V^-- s d f ^ - r J -

R0BERT B . SIMMONS 

The i ssuance of a c i t a t i o n does nor cons t i t u t e a f i n d i n g that a v i o l a t i o n of the Ac t has occucrcd unless there i s a f a i l u r e co i 
con tes t as provided for. in the Act or, i f contes ted, unless the c i t a t i o n i s a f f i r m e d by the Occupa t iona l Safety and Hea l t l i R e v i e w 
C o m m i s s i o n . 

RIGHTS OF E M P L O Y E E S 

Any employee or representa t ive of employees who be l ieves that any period of time f i x e d in th i s c i t a t i o n for the c o r r e c t i o n c f ; 
a v i o l a t i o n i s unreasonable has the r igh t co contest such time for cor rec t ion by f i l i n g a no t i ce w i t h the U . S . Department of L a b o r j 
at the address shown above w i t h i n 15 w o r k i n g days of the receipt by the employer of n o t i c e of proposed pena l ty or n o t i c e that no 
pena l ty is be ing proposed. ! 

"A'o person sha l l d i scharge cr in any manner d i scr imina te against any employee because such employee has f i l e d any com- | 
p l a i n t or i n s t i t u t e d or caused to be i n s t i t u t e d any proceeding under cr re la ted to th is Act or has t e s t i f i e d or i s about to t e s t i f y j 
i n such proceeding or because of the exerc ise bv such employee on behalf of hints e l f or others of any r ight a f to rded by t h i s j 
A c t . " Sec. U ( c ) ( 1 ) of the Occupa t i ona l Safety and Hea l th Act of 1970, 29 U.S .C. 6 5 1 . 

t 

T h e l aw requires that a copy of the enclosed c i t a t i o n ( s ) " s h a l l be prominent ly p o s t e d " i n a conspicuous p lace " a t or near 
each place a v i o l a t i o n re fe r red to in the c i t a t i o n o c c u r e d . " It must remain posted u n t i l a i l v i o l a t i o n s c i t ed there in are cor
r e c t e d , or for 3 work ing days , wh icheve r per iod is longer. 

-Alleged v i o l a t i o n s covered bv t h i s c i tacion are those which are not seri-nis v i o l a t i o n s w i t h i n the meaning of the Act 
S i f , - ' - . ' 



" • U.S. D E P A R T M E N T C*r L A 6 C 3 

J c C o j j q t i o f i o I S a f e t y e n d H e a l t h A d m i n i s t r a t i o , . 

Eoon 421 Federal Building 
1205 Ts>:as Avenue 

Lubbock,- Texau .73401' 

CITATION* 

Citation Number 

EMPLOYER 

1 Page 5 of 6 

CACTUS, D R I L L I N G CORPORATION 

Date Issued J u l y 28 , 197? 

(Street U . S . H i g h w a y SO West: 

ADDRESS ( P . O . Box 32 ) 

(City _ _ _ J l L L d J ^ J i d lex as 

An inspection of a workplace under your ownership, operation, or control located at A m i l e . ^ F f S h n r G^and F a l l s ^ 

T^t.-pq f i nd i n f i p p p t A d on Jr. l y 1 2 , 1 9 7 2 f r o m 1 0 : 3 0 A . M ' ' u n t i l 4 : 3 0 P . M . and described as fo l lows 

Engaged i n d r i l l i n g f o r ar,rf o-ri Rig No. 22 . ^ 

has been conducted. On the basis of the inspection i t is alleged that you have violated the Occupational Safety and Health 
Act of 1970, 29 U.S.C. 651, in the fol lowing respects: 

Item 
number 

Standard or regulation 
allegedly violated Description of alleged violation 

Date on which 
alleged violation 
nest be corrected 

10 

29 CFR 19l0.219(c)(2)(i) 

29 CFR 19l0.219(e)(3)(i) 

29 CFR 1 9 1 0 . 2 1 9 ( f ) ( l ) ( i ) 

29 CFR 1910.23(c)(3) 

Horizontal shafting having exposed 
moving part was noted i n the f o l 
lowing place without proper guarding: 
a. East side of a u x i l i a r y pump 2" 

x 8" shaft;, 
b. Mud pump 3" x 8" shaft; 
c. Motor f l o o r 8" ,x 18" shaft. 

V e r t i c l e and inclined b e l t drives" l o 
cated as l i s t e d below were not proper 
guarded: 
a. Thirteen (13) v b e l t s I n 3 1 x 12 

spacing by mud pump (ground l e v e l 
to-Rig Eloor); 

b. V be l t s on shale shaker. 

Gears were noted to be improperly 
guarded (2"x 18" hole worn i n c l u t c h 
housing, northside of motor f l o o r ) . 

The following platforms/walkways over 
the mud p i t s were not equipped wi t h 

September 5, 1972 

September 5, 1972 

TCONTINUED) 

September 5, 1972 

September 5-, 1972 

Area Director's Signature Y^/^7^\^ ^/<~.-~> 

ROBERT B . SIMMONS 

The issuance of a citation does not constitute a finding thnt a violation of the Act has occutred unless there is a failure ro 
contest as provided for in the Act or, i f contested, unless the citation is affirmed by the Occupational Safety and Health Review 
Commission. * 

RIGHTS OF EMPLOYEES 

Any employee or representative of employees v.-ho believes that any period of time f ixed in this citation for th 
a violation is unreasonable has the right to contest such time for correction by f i l i n g a notice with the U. 
at the address shown above within 15 working days of the receipt by the employer of notice of proposed per 

pe s being proposed. 

"No person shall discharge or in any manner discriminate against anv employee because such employe 
plaint or instituted or caused ro be instituted any proceeding under or related to this Act or lias test i f ied < 
in such proceeding or because of the exercise by such employee cn behalf of himself or others of any righ 
A c t . " Sec. I I ( c ) ( i ) of the Occupational Safety and Health Act of 1970, 29 U.S.C. 651. 

correction or 
Department of Labor 

alty or notice that r.o 

: has f i led any corn-
is about ro tes t i fy 

afforded bv this 

Ihe law requites that a copy of the enclosed cnation(s) "shall be prominently posted" in a conspicuous place "at or r.e: 
each, place a violation referred to in the citation occured." It must remain posted unti l a l l violations cited therein are cor
rected, or for 3 working days, whichever period is longer. 

Alleged violations covered by tins citation are those which are not serious violations within the mean-
which h..---:- direr.; u ; immediate relatiaashin r i occupational safetv and health. 

a- of t h ; Act 



O c c u p y t i o n n l S a f e t y e n d H o u l i K A d r.un i c - l r o l i o n 

Boor. <£L I'VIai-a] Bui ld ing 
1205 Texas A\;c;ru;a 

Lubbock, Texas .79401 • 

CITATiCi-5* 

K - S 3 4 7 

! O i r l A - i N O . 

1_ 

f ! 4 0 

R E G I O N 

Citation Number" 

EMPLOYER 

1 

CACTUS DRILLING CORPORATION 

Date Issued J u l y 2 3 , 1972 

(Street 

ADDRESS ( 

( C i t y _ 

U.S. Highway 80 Went 

P.O. Box 32 ) 
Statt i e xa s Zip 79701 

An inspection of a workplace under your ownership, operation, or control located at A I P I I P S W P S T o f O r p n r l 1 1 c; j 

' T P V P S And • inqpa r f -gd on .h ;1y 1 0 , 797? f r o m 1 0 : 3 0 A . M n n t i l A:3Q P . M . and described as fol lows 

Engaged i n d r i l l i n g f o r a P R ^nrl. rWl Rig Nn . ,22 : ; 

has been conducted. On the basis of the inspection i t is alleged that you have violated the Occupational Safety aad Health 
Act of 1970, 29 U.S.C. 651, in the fol lowing respects: 

Item 
number 

Standard or regulation 
allegedly violated Description ot alleged violation 

Date on which 
alleged violation 
rr.usc be corrected 

Item 10 standard r a i l i n g s : 
a. About the middle of the Shale 

Shaker P i t to gain access to j e t 
gun; 

b. West end of Shale Shaker P i t t o g£.in 
access t o j e t gun. 

September % 1972 

Area Director's Signature -../j/ / l ^ f / r^, , 
c 

ROBERT B . SIMMONS 

The issuance of a ciration does not constitute a finding that a violation of the Act has occurred unless there is a fodlure to 
contcsc as provided for in the Act or, i f contested, unless the citation is affirmed by the Occupational Safety and Health Review 
Commission. 

RIGHTS OF EMPLOYEES 

Any employee or representative of employees who believes that any period of time fixes! in this citation for the correction c: 
i violation is unreasonable has the right to contest sue!) time for correction by f i l i ng a notice with the U.S. Department of Labor 
it the address shown above within 15 working days of the receipt by the employer of notice of proposed penalty or notice that no 
acna'ty is being propose*.!. 

"No person snail discharge or in any manner discriminate against any employee because such employee has f i led any com
plaint or instituted or caused to be instituted any proceeding under or related to this Act or has tes t i f ied or is about to tes t i fy 
in such proceeding or because of the exercise by such employee on behalf of himself or others cf any rie.hr afforded be this 
A c t . " Sec. I I (c)(1) of the Occupational Safety and Health Act of 1970, 29 U.S.C. 651. 

The law requires that a copy of the enclosed citation(s) "shall be prominently posted" ir. a conspicuous place "at or near 
each place a violation referred to in the citation occured." Ic must remain posted unti l a i l violations cited therein are cor
rected, or for 3 working days, whichever period is longer. 

"Alleged vnil.-tic:;:. coveted by this citation ate those which ate net seriee s violations within the mean in,; a: the Act ha: 



. . > " ' * U.S. D ~ ? A f ..ST Or LABOR 

O c c u p a t i o n a l Sorafy end Hea l th A d m i n i stf aticxi 

CSMO N j . 

K-8347 

G 3 H A - 1 N O . j 

1 | 

Lubbock, Texas 79401 A R E A R E G I O N ' 

NOTIFICATION OF PROPOSED PENALTY 4140 « i " ! 

TO: CACTUS DRILLING CORPORATION 
P.O. Box 3? 
Midland, Texas 79701 

On the _22 d a / o t " -hI f y > ^ 72 a Citation (s) was (w^g) issued to 
you in accordance with the provisions of sectioa 9(a) of the Occupational Safety and Health. Acr of 1970 (84 Stat. 
1601; 29 U.S.C. 651, et se<£.) hereinafter referred to as the Act. You were thus notified of certain alleged viola
tions ol the Act, as specified iu that Citacion(s). 

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

SERIOUS VIOLATIONS 

Citation No. Proposed Penalty 

1NONE1 

OTHER VIOLATIONS* . 

Citation No. Item No. Proposed Penalty 

1 1 . Open s ided f l o o r not equipped w i t h s tandard 
g u a r d r a i l s 

$ 40.00 

1 2 . S t a i r s no t equipped w i t h p roper h a n d r a i l s 40.00 

1 3 . S t a i r s no t p r o v i d e d f o r access .- 25.00 

1 4 . F ixed l adders w i t h improper spacing o f rungs 
g r e a t e r than 12" 

45.00 

1 5 . F ixed l adder s w i t h c l e a r l e n g t h o f rungs l e s s 
than 16" 

45.00 

1 6. P o r t a b l e f i r e e x t i n g u i s h e r s no t p r o p e r l y 
tagged 

- 0 -

1 7 . H o r i z o n t a l s h a f t i n g n o t guarded - 0 -
* 

1 8. V e r t i c l e and i n c l i n e d b e l t s not guarded 25.00 

I 9 . Gears no t p r o p e r l y guarded 25.00 

1 10. P l a t fo rms /wa lkways w i t h o u t s tandard g u a r d r a i l 25-00 

Total for AU Alleged Violations $270 • 00 

* In che case of each "other v io la t ion , " tae proposed penalty reflects a 50 percent adjustment factor for corrective action taken within 
th - period prescribed in che ci tat ion. It a particular alleged violation is no: corrected within this period, an automatic add i t i o i . i l penalty 
of 50 percent w i l l be proposer! for each violat ion. However, if you contest »n alleged violation ; n £ood faith before che Review Commis
sion, the period for correction does noc begin to run until the entry of a f inal order by the Review Commission a£;irmi:i» the c i ta t ion. 
The proposed penalty is exclusive of such other additional penalty as may subsequently be proposed foe f - i lu re :o correct a violat ion 
within the abatement period. 



The payment of penalcies is to be made by certified check or money order, payable to the order of "Occupa
tional Safety and Health-Labor." Remit to the Area Director whose address appears below. 

YOU ARE FURTHER NOTIFIED that the aforesaid Citation(s), this Notification, and the proposed assess
ment shall be deemed co be che f inal order of the Occupational Safety and Health Review Coiurnission and not 
subject ro review by any court or agency, unless, within 15 working days from the date of receipt of eras notice, 
you notify the o f f i c i a l named1 below in writing that you intend to contest the Citation or this Notification of Pro
posed Penalty before the Review Commission. The Review Commission is an independent quasi-judicial agency 
with authority to issue decisions regarding citations and proposed penalties. 

There is no requirement that this Notification be posted. 

Dated at _JLuhhack » Texa s this 28 day 

of J u l y , 19 72 .. 

.Area Director ROBERT B . SIMMONS 
Occupational Safety-and Health Administration 
U.S. Department of Labor 

Sicca 421 Federal Building 
1205 Texas Avenue 

Lubbock, Texas ,7.94011 



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, 

P l a i n t i f f s 

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. N u t t e r , Chief Engineer 

of the New Mexico O i l Conservation Commission, r e s i d e n t of Santa 

Fe County, New Mexico, over the age of twenty-one (21) years, after 

f i r s t being sworn upon h i s oath, and s t a t e s : 

1. I have been a li c e n s e d petroleum engineer f o r eighteen 

years and am a r e g i s t e r e d p r o f e s s i o n a l petroleum engineer i n the 

State of New Mexico and am f a m i l i a r w i t h the Grace-Atlantic Com 

Well No. 1 and the D.L. Ha n n i f i n and Joe Don Cook Merland Well 

No. 1, which w e l l s are the s u b j e c t of t h i s s u i t . 

2. The Merland w e l l i s lo c a t e d a distance of a t l e a s t 141 

f e e t from the Grace-Atlantic w e l l . 

3. There are two classes of danger which a d r i l l i n g w e l l may 

pose t o a producing w e l l by v i r t u e of i t s p r o x i m i t y t o t h a t w e l l : 

A. Surface danger. This could occur by means of the d r i l l 

i n g r i g on the d r i l l i n g w e l l c o l l a p s i n g onto the surface equip

ment of the producing w e l l or by means o f a blowout and a r e s u l t 

i n g f i r e on the d r i l l i n g w e l l which spreads t o the producing w e l l , 

To begin w i t h , the t o p p l i n g of a d r i l l i n g r i g i s a remote p o s s i b i l 

i t y . Even i f the r i g d i d t o p p l e , the distance between the two 

we l l s would prevent any surface equipment on the Grace-Atlantic welll 

from being damaged. A blowout i s also u n l i k e l y t o occur because t i e 



Merland we l l i s equipped with blowout preventers and the operator 

w i l l be d r i l l i n g under the d i r e c t i o n of a mud engineer with heavy 

d r i l l i n g f l u i d s which w i l l contain the reservoir energy encountere<. 

i n the anticipated productive zone i n the Delaware formation. 

B. Subsurface damage. This could occur by means; of the bore 

of the d r i l l i n g well deviating from the v e r t i c a l and encountering 

the bore of the producing we l l or by means of a high pressure 

f r a c t u r i n g treatment i n the d r i l l i n g w e l l collapsing the casing i n 

the producing w e l l . A deviation survey (TOTCO test) conducted 

during the d r i l l i n g of the Grace-Atlantic indicated that the bore 

of that w e l l had deviated from the v e r t i c a l a t o t a l of 75.52 feet 

at a depth of 4490 fe e t , the anticipated t o t a l depth of the 

Merland No. 1 w e l l . Assuming such deviation was e n t i r e l y i n the 

d i r e c t i o n of the Merland No. 1 w e l l , that well's bore,, i f v e r t i c a l 

would not intercept the Grace-Atlantic bore. The Merland No. 1 

well bore w i l l be constantly controlled by deviation equipment 

under the supervision of Eastman Whipstock, Inc. to ensure that i t 

i s v e r t i c a l . Even i f the bore deviated from the v e r t i c a l , i t most 

l i k e l y would deviate i n the same d i r e c t i o n that the Grace-Atlantic 

well deviated. There i s l i t t l e l i k e l i h o o d that a f r a c t u r i n g 

treatment would be carried out on the Merland No. 1 w e l l . Fractur

ing i s a remedial treatment for wells which produce at rates which 

are too low to be economical. The blowout i n the Delaware zone i n 

the Grace-Atlantic w e l l indicates that the Merland No. 1 we l l w i l l 

not suffer from t h i s problem, however, i f f r a c t u r i n g i s necessary, 

pressure can be controlled as to avoid any p o t e n t i a l casing damage 

to the Grace-Atlantic w e l l . 

4. That there i s no p o s s i b i l i t y of danger to the "Morrow-

Delaware" reservoir because there i s no such thing as the "Morrow-

Delaware" reservoir. The Morrow reservoir i s i n a deep sandstone 

formation, the top of which i s approximately 11,128 feet i n the 

v i c i n i t y of the subject wells. The Delaware i s a much shallower 



f o r m a t i o n , the base of which i s approximately 5225 f e e t . There i s 

t h e r e f o r e a separation of these zones of approximately 5903 f e e t , 

d u r i n g which i n t e r v a l occur many layers of impermeable shale which 

t o t a l l y i s o l a t e the two r e s e r v o i r s . 

5. That I have contacted Mr. Ted K. Hudson, New Mexico State 

F i r e I nspector, and he has informed me t h a t the New Mexico F i r e 

Code adopts the N a t i o n a l F i r e P r o t e c t i v e A s s o c i a t i o n Code i n i t s 

e n t i r e t y and t h a t said code contains no p r o v i s i o n s r e l a t i n g t o o i l 

f i e l d o perations. Mr. Hudson also s t a t e d t h a t the F i r e Marshalls' 

O f f i c e has no j u r i s d i c t i o n over o i l f i e l d o p e rations. 

6. To my knowledge, the O i l Conservation Commission has 

received no i n f o r m a t i o n i n d i c a t i n g t h a t Cactus D r i l l i n g Company 

has conducted any of i t s operations i n an unsafe or u n s a t i s f a c t o r y 

manner. 

7. I n my o p i n i o n , the Merland No. 1 w e l l , i f d r i l l e d by the 

respondents under the safeguards t h a t the respondents have i n 

d i c a t e d t h a t they w i l l f o l l o w , w i l l not impose any danger t o the 

Grace-Atlantic Com Well No. 1. 

DATED t h i s 29th day of January, 1974 

SUBSCRIBED AND SWORN TO before me t h i s 
29th day of January, 1974, by Daniel S. 
Nu t t e r . 

Notary Public 

My Commission Expires: 



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. 

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 Oil Conservation Commission, resident of Santa 

Fe County, New Mexico, over the age of twenty-one (21) years, after 

f i r s t 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-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 i s 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 i t s proximity to that well: 

A. Surface danger. This could occur by means of the d r i l l 

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 i s a remote possibil

ity. Even i f 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 i s also unlikely to occur because the 



Mar land w e l l i s equipped with blowout preventers and tiie operator 

w i l l be d r i l l i n g under tiie d i r e c t i o n of a mud engineer with heavy 

d r i l l i n g f l u i d s which w i l l contain the reservoir energy encountered 

i n the anticipated productive zone i n the Delaware forraation. 

B. Subsurface damage. This could occur by means of tiie bore 

of ths d r i l l i n g wall deviating from the v e r t i c a l and encountering 

the bore of the producing w e l l or by means of a nigh pressure 

f r a c t u r i n g treatment i n the d r i l l i n g w e l l collapsing the casing i n 

th© producing w e l l , ft deviation survey (TOTCO test) conducted 

during tho d r i l l i n g of the Grace-Atlantic indicated that tiie bore 

of t h a t w e l l had deviated from trie v e r t i c a l a t o t a l of 75.52 feet 

at a depth of 4490 feet , the anticipated t o t a l depth of the 

Merland Ko. 1 w e l l . Assuming such deviation was e n t i r e l y i n the 

d i r e c t i o n of the Merland No. 1 w e l l , t h a t well's bore, i f v e r t i c a l , 

would not intercept the Grace-Atlantic bore, The Merland Mo. 1 

wel l bora w i l l be constantly controlled by deviation equipment 

under the supervision of Eastman Whipstook, Inc. t o ensure that i t 

i s v e r t i c a l . Even i f tha bore deviated from the v e r t i c a l , i t most 

l i k e l y would deviate i n th® same d i r e c t i o n that tiie Grace-Atlantic 

well deviated. There i s l i t t l e l i k e l i h o o d that a f r a c t u r i n g 

treatment vould be carried out on the Merland Ho. 1 w ^ l i . Fractur

ing i s a remedial treatment f o r wells which produce at rates which 

are too low to be economical. The blowout i n the Delaware sone i n 

tiie Grace-Atlantic w a l l indicates that the Merland ito. 1 w e l l w i l l 

not suffer from t h i s problem, however, i f f r a c t u r i n g i s necessary, 

pressure can be controlled as to avoid any p o t e n t i a l casing damage 

to the Grace-Atlantic w e l l . 

4. That there i s no p o s s i b i l i t y of danger to the ''Morrow-

Delaware" reservoir because there i s no such thing as the "Morrow-

Delaware' reservoir. The Morrow reservoir i s i n a deep sandstone 

formation, the top of which i s approximately 11,123 f <set i n tiie 

v i c i n i t y of the subject wells. The Delaware i s a rauch shallower 



formation, the base of which i s approximately 5225 feet. There i s 

therefore a separation of these zones of approximately 5903 feet, 

during which interval occur many layers of impermeable shale which 

t o t a l l y isolate the two reservoirs. 

5. That I have contacted Mr. Ted K. Hudson, Hew Mexico State 

Fire Inspector, and he has informed me that the New Mexico Fire 

Code adopts the National Fire Protective Association Code i n i t s 

entirety and that said code contains no provisions relating to o i l 

f i e l d operations. Mr. Hudson also stated that the Fire Marshalls' 

Office has no ju r i s d i c t i o n over o i l f i e l d Operations. 

6. To my knowledge, the Oil Conservation Commission has 

received no information indicating that Cactus D r i l l i n g Company 

has conducted any of i t s operations i n an unsafe or unsatisfactory 

manner. 

7. In my opinion, the Merland No. 1 well, i f d r i l l e d by the 

respondents under the safeguards that the respondents have i n 

dicated that they w i l l follow, w i l l 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. 

My Commission Expires: 

act. sn', ni7 
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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 TQ INTERVENE 

Comes now The O i l Conservation Commission of the State o f 

New Mexico, and r e s p e c t f u l l y moves the Court f o r leave t o intervene 

i n the a b o v e - e n t i t l e d cause, and i n support t h e r e o f s t a t e s : 

1. The O i l Conservation Commission i s a duly c o n s t i t u t e d 

agency of the State of New Mexico whose p r i n c i p a l o f f i c e s are i n 

the State Land O f f i c e B u i l d i n g , Santa Fe, New Mexico. 

2. That the a b o v e - e n t i t l e d cause involves the same sub j e c t 

matter as Santa Fe County D i s t r i c t Court Case No. 4740(5 i n which 

the O i l Conservation Commission was named as a Respondent. 

3. That P e t i t i o n e r s h e r e i n seek a remedy i n t h i s proceeding 

which w i l l have the same e f f e c t on the O i l Conservation Commission 

as a d e c i s i o n i n said Case No. 47406. 

4. That pursuant t o p r o v i s i o n s of Rules and Regulations 

adopted by the O i l Conservation Commission i n i t s Order 850, the 

O i l Conservation Commission approved the d r i l l i n g a p p l i c a t i o n of 

D. L. H a n n i f i n and Joe Don Cook f o r the Merland Well No. 1, i n 

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



New Mexico, a f t e r due c o n s i d e r a t i o n on December 28, 19 73, since 

the w e l l was t o be d r i l l e d a t a standard l o c a t i o n and 40 acres of 

land, a l l o f which i s leased by Mr. H a n n i f i n and Mr. Cook, was 

to be dedicated to said w e l l . 

5. That such approval of said d r i l l i n g p ermit was given only 

a f t e r due c o n s i d e r a t i o n t o the p o s s i b i l i t y of damage tD surrounding 

p r o p e r t i e s and such approval i n f a c t r e q u i r e d t h a t "...blowout 

preventers w i l l be i n s t a l l e d and t e s t e d d a i l y d u r i n g d r i l l i n g . " 

6. That r e s t r a i n i n g the d r i l l i n g of a w e l l subsequent t o 

approval of the d r i l l i n g permit by the O i l Conservation Commission 

s e r i o u s l y a f f e c t s the a b i l i t y of the O i l Conservation Commission 

to c a r r y out i t s s t a t u t o r y r e s p o n s i b i l i t i e s t o prevent waste and 

p r o t e c t c o r r e l a t i v e r i g h t s i n the o i l and gas producing areas i n 

New Mexico. 

WHEREFORE, Movant seeks leave t o inte r v e n e i n the above-

e n t i t l e d cause and f o r such other and f u r t h e r r e l i e f as the Court 

may deem proper i n the premises. 

DAVID L. NORVELL 
Attorney General 

Special A s s i s t a n t Attorneys General 
O i l Conservation Commission, P. 0. 
Box 2088, Santa Fe, New Mexico 87501 



IN THE DISTRICT COURT OF TIIE FIRST JUDICIAL DISTRICT 
FOR THE COUNTY OF SANTA FE, STATE OF NEW MEXICO 
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'if 
MOTION TO INTERVENE 

Comes now The Oi l Conservation Commission of the State of 

New Mexico, and re s p e c t f u l l y moves the Court f o r leave to intervene 

i n tiie above-entitled cause, and i n support thereof states: 

1 - The O i l Conservation Commission i s a duly constituted 

agency of the State of New Mexico whose p r i n c i p a l o f f i c e s are i n 

the State Land Office Building, Santa Fe, New Mexico, 

2. That the above-entitled cause involves the same subject 

matter as Santa Fe County D i s t r i c t Court Case No. 47406 i n which 

the O i l Conservation Commission was named as a Respondent. 

3. That Petitioners herein seek a remedy i n t h i s proceeding 

which w i l l have the same e f f e c t on the O i l Conservation Commission 

as a decision i n said Case No, 47406. 

4. That pursuant to provisions of Rules and Regulations 

adopted by the O i l Conservation Commission i n i t s Order 850, the 

Oil Conservation Commission approved the d r i l l i n g a pplication of 

D. L, Hannifin and Joe Don Cock f o r the Merland Well No.. 1, i n 

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



New Mexico, a f t e r due consideration on December 28* 1S73, since 

the w e l l was to be d r i l l e d at a standard l o c a t i o n and 40 acres of 

land, a l l of which i s leased by Mr. Hannifin and Mr. Cook, was 

to be dedicated to said w e l l , 

5. That such approval of said d r i l l i n g permit was given only 

aft e r due consideration to the p o s s i b i l i t y of damage to surrounding 

properties and such approval i n f a c t required that ", ..blowout 

preventers w i l l be i n s t a l l e d and tested d a i l y during d r i l l i n g . " 

6., That r e s t r a i n i n g the d r i l l i n g of a w e l l subsequent to 

approval of tiie d r i l l i n g permit by the O i l Conservation Commission 

seriously affects the a b i l i t y of the O i l Conservation Commission 

to carry out i t s statutory r e s p o n s i b i l i t i e s to prevent waste and 

protect c o r r e l a t i v e r i g h t s i n the o i l and gas producing areas i n 

New Mexico.. 

WHEREFORE , Movant seeks leave to intervene i n the above-

e n t i t l e d cause and f o r such other and further r e l i e f as tiie Court 

may deem proper i n the premises. 

DAVID L« NORVELL 
Attorney General 

WILLIAM F. CARR 

TllOMAS W T DERRYBERRY 

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



IN THE DISTRICT COURT OF SANTA FE COUNTY'""' 

STATE OF NEW MEXICO yM^^/W 

MICHAEL P. GRACE, I I and 
CORRINE GRACE, 

P e t i t i o n e r s 

vs. No. 47406 

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

Respondents 

MOTION TO FORFEIT BOND 

Come now the Respondents, D.L. H a n n i f i n and Joe Don 

Cook, pursuant t o Rules 65-66(c) and (d) (Section, 21-1-1, 

65-66(c) ( d ) , N.M.S.A., 1953 Comp.) and move the Court f o r 

an Order agai n s t the surety which gave a $3,000.00 bond here

i n f o r the P e t i t i o n e r s , f o r f e i t i n g s a i d bond i n the f u l l 

amount t h e r e o f t o s a i d Respondents, and as grounds t h e r e f o r , 

s t a t e : 

1. Said Respondents were w r o n g f u l l y r e s t r a i n e d h e r e i n 

from c o n t i n u i n g the d r i l l i n g operations on the Merland #1 

Well, SE%, Section 24, Township 22 South, Range 26 East, 

Eddy County, New Mexico, by P e t i t i o n e r s . 

2. Said Respondents have been w r o n g f u l l y r e s t r a i n e d by 

P e t i t i o n e r s from s a i d d r i l l i n g operations f o r the days of 

January 26, 27 and 28, 1974, a l l t o sa i d Respondents' damage 

i n the amount of a t l e a s t $3,600.00, which sum represents 

Respondents' d a i l y stand-by costs f o r three (3) days, owed 

by Respondents t o Cactus D r i l l i n g Company under a d r i l l i n g 

c o n t r a c t f o r the Merland #1 Well. A copy of s a i d d r i l l i n g 

c o n t r a c t has been p r e v i o u s l y submitted t o t h i s Court. 

- 1 -



3. Section 65-3-23(b), N.M.S.A., 1953 Comp. provides 

t h a t such a bond as the sub j e c t bond i s given f o r the use and 

b e n e f i t of a l l persons who may s u f f e r damage under a wrong

f u l l y issued Temporary R e s t r a i n i n g Order. 

4. Said Respondents have s u f f e r e d a c t u a l monetary damage 

i n excess o f the s a i d bond l i a b i l i t y . 

WHEREFORE, s a i d Respondents move t h a t Notice o f Hearing 

upon t h i s Motion, as the Court may p r e s c r i b e , be served by the 

Clerk o f t h i s Court, as provided by law, and t h a t a f t e r hear

i n g , the Court issue an Order f o r f e i t i n g s a i d bond. 

DATED t h i s 28th day of January, 1974. 

HUNKER, FEDRIC & HIGGINBOTHAM, P.A. 

Don M. Fedric 
Attorneys f o r Respondents, 
D.L. H a n n i f i n and Joe Don Cook 
P. 0. Box 1837 
Roswell, New Mexico 88201 
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IN THE DISTRICT COURT OF SANTA FE COUNTY 

STATE OF NEW MEXICO 

MICHAEL P. GRACE, I I and 
CORRINE GRACE, 

P e t i t i o n e r s 

vs . 

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

Respondents 

No. 47406 

O R D E R 

This matter having come before the Court on January 28, 

1974 f o r hearing upon the Motion o f the Respondents, D.L. 

Ha n n i f i n and Joe Don Cook, t o quash and d i s s o l v e the Temporary 

R e s t r a i n i n g Order entered h e r e i n by the Court on January 25, 1974, 

w i t h counsel f o r both p a r t i e s being present, and the Court, being 

f u l l y advised i n the premises, f i n d s i premises, r i n d s : - / / 

) n ^#5hat the Court O ^ ^ E ^ ^ f & r i ^ d i r e t i u t i - W = \ j r HU L 

t h e r e f o r e , the Respondents' M o t i o r r s h o u l d be granted 

IT I S , THEREFORE, ORDERED, t h a t s a i d Temporary R e s t r a i n i n g 

Order be, and the same, hereby i s quashed and d i s s o l v e d . , 

" "tl 
DATED t h i s ay o f January, 1974. 

D i s t r i c t Judge 

irf ( j ^ M J b j ^ ^ ^ _ 



D A V I D L. N O R V E L L 

D E P A R T M E N T O F J U S T I C E 

S T A T E OF NEW M E X I C O 

January 28, 1974 

P. O. B O X 2 2 4 6 

A T T O R N E Y G E N E R A L D E P U T Y A T T O R N E Y G E N E R A L 

Judge Edwin L. Felter 
District Court Judge 
District Court House 
Santa Fe, New Mexico 

5 

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 ro l l 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' f rom 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 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 f rom 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. 

I hope this wi l l he]p clarify the matter for your consideration, i f in 
fact the dispute sti l l exists. 

Sincerely yours, 

DLN:lg 
DAVID L. NORVELL 
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 ga9 
well. Therefore, we saw no way that anyone could be injured by a 
delay of three day3 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. 



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. 

I hope this will help clarify the matter for your consideration, if in 
fact the dispute still exists. 

Sincerely yours, 

DLN:lg 
DAVID L. NORVELL 
Attorney General 



IN THE DISTRICT COURT OF SANTA FE COUNTY 

STATE OF NEW MEXICO 

MICHAEL P. GRACE, I I and 
CORRINE GRACE, 

Petitioners 

vs. 

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

Respondents 

No. 47406 

M O T I O N 

Come now the Respondents, D.L. Hannifin and Joe Don Cook, 

by and through t h e i r attorneys, Hunker, Fedric & Higginbotham, 

P.A., Roswell, New Mexico and move the Court t o quash i t s 

Temporary Restraining Order entered i n the above st y l e d and 

numbered Cause on January 25, 1974, or a l t e r n a t i v e l y , to 

dissolve said Temporary Restraining Order, and as grounds 

therefore, state: 

1. The Petitioner's have v i o l a t e d the provisions of Sec

t i o n 65-3-23(a) N.M.S.A., 1953, by applying f o r a Temporary 

Restraining Order against the O i l Conservation Commission 

without notice or hearing wherein said Commission and other 

defendants (respondents) might be heard, and therefore, the 

Court lacked j u r i s d i c t i o n to grant the Temporary Restraining 

Order. 

2. Petitioners have f a i l e d to comply w i t h the requirements 

set f o r t h i n Rules 65-66(b) of the New Mexico Rules of C i v i l 

Procedure (Sec. 21-1-1, 65-66(b), N.M.S.A., 1953 Comp.) i n the 

following regard: 

- 1 -



a. That Petitioner's have f a i l e d to cause an attorney's 

c e r t i f i c a t e to be f i l e d , c e r t i f y i n g to the Court i n w r i t i n g , the 

e f f o r t s , i f any, which were made to give notice of Pet i t i o n e r s ' 

application f o r 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 f a i l s to state upon i t s face, the hour of i t s issuance. 

c. That said Order f a i l s to define the i n j u r y which 

Petitioners w i l l allegedly s u f f e r . 

d. That said Order f a i l s to state why said i n j u r y w i l l 

r e s u l t i n irreparable damage to the P e t i t i o n e r s . t 

e. That said Order f a i l s to state why the Order was 

entered without notice to the Respondents, D.L. Hannifin and 

Joe Don Cook. 

f. That the Petitioners have f a i l e d t o f i l e a Motion 

seeking a preliminary i n j u n c t i o n based on the Temporary Restrain

ing Order as contemplated by the s p e c i f i c language of said Rules 

65-66(b), nor does the P e t i t i o n contain a prayer f o r preliminary 

i n j u n c t i o n r e l i e f . Failure to make said application should re

s u l t i n diss o l u t i o n of the Temporary Restraining Order. 

3. That the P e t i t i o n upon which the Order was based f a l s e l y 

avers that due notice was given to the Commissioners of the O i l 

Conservation Commission as required by Section 65-3-23(a), 

N.M.S.A., 1953 Comp.; and that said Order f a l s e l y states t h a t 

the New Mexico O i l Conservation Commission had had notice as 

required by law as fu r t h e r described i n the A f f i d a v i t ( s ) annexed 

hereto and i d e n t i f i e d as Exhibit "A" to t h i s Motion; and therefore, 

the Court lacked j u r i s d i c t i o n 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 b e l i e f , the 
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Respondent, Cactus D r i l l i n g Company, as r e q u i r e d by Section 

65-3-23(a), N.M.S.A., 1953 Comp., and t h e r e f o r e , the Court lacked 

j u r i s d i c t i o n t o grant the Temporary R e s t r a i n i n g Order. 

5. That the Respondents have f a i l e d t o provide s e c u r i t y , 

as r e q u i r e d i n Rules 65-66(c) i n fa v o r o f the Respondents, D.L. 

Ha n n i f i n and Joe Don Cook. 

6. The Respondents, H a n n i f i n and Cook are the leasehold 

owners of record o f s a i d Lease covering the SEh o f Section 24, 

Township 22 South, Range 26 East, N.M.P.M., Eddy County, New 

Mexico, wherein they are engaged i n the d r i l l i n g o f the Merland 

#1 Well. That s a i d Respondents are the owners o f a F i f t y Percent 

(50%) i n t e r e s t i n the Grace - A t l a n t i c Well #1, the a l l e g e d l y 

threatened w e l l described i n P e t i t i o n e r s ' pleadings and attached 

A f f i d a v i t s , as set f o r t h f u r t h e r i n the A f f i d a v i t annexed here

t o and i d e n t i f i e d as E x h i b i t "B" t o t h i s Motion. 

7. That continued existence o f the Temporary R e s t r a i n i n g 

Order w i l l r e s u l t i n i r r e p a r a b l e harm and i n j u r y t o the Respon

dents, D.L. H a n n i f i n and Joe Don Cook as f u r t h e r set f o r t h i n 

the A f f i d a v i t annexed hereto and i d e n t i f i e d as E x h i b i t "B" t o 

t h i s Motion. 

D.L. H a n n i f i n and Joe Don Cook, being f i r s t duly sworn, 

st-ate t h a t they have read the fo r e g o i n g Motion, know the contents 

HUNKER, FEDRIC & HIGGINBOTHAM, P.A. 

"Don M. Fedric 
Attorneys f o r Respondents, 
D.L. H a n n i f i n and Joe Don Cook 
P. 0. Box 1837 
Roswell, New Mexico 88201 

STATE OF NEW MEXICO ) 
) ss 

COUNTY OF CHAVES 
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thereof and that the matters contained therein are true and 

correct to the best of h t e i r knowledge, information and b e l i e f . 

SUBSCRIBED AND SWORN TO before me t h i s ^ day of 

January, 1974. 
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IN THE DISTRICT COURT OF SANTA FE COUNTY 

STATE OF NEW MEXICO 

No. 47406 

MICHAEL P. GRACE, I I and 
CORINNE GRACE, 

P e t i t i o n e r s 

vs. 

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

Respondents 

AFFIDAVIT 

Comes now the undersigned, A. L. P o r t e r , J r . , Secretary-

D i r e c t o r of The New Mexico O i l Conservation Commission, r e s i d e n t 

of Santa Fe, Santa Fe County, New Mexico, over the age o f twenty-

one (21) years, a f t e r being f i r s t duly sworn upon h i s oath, and 

s t a t e s : 

1. Cause No. 47406 was f i l e d ' i n Santa Fe County D i s t r i c t 

Court on January 25, 1974, wherein Michael P. Grace and Corinne 

Grace are named as P e t i t i o n e r s and Nev; Mexico O i l Conservation 

Commission, D. L. H a n n i f i n , Joe Don Cook and Cactus D r i l l i n g 

Company are named as Respondents. 

2. That i n said Cause, the P e t i t i o n e r s sought a Temporary 

Restraining' Order a g a i n s t a l l of the Respondents. 

3. That a t approximately 4:45 p.m. on January 25, 1974, a 

P e t i t i o n and e x h i b i t s , c o n s i s t i n g of 17 pages, was hand d e l i v e r e d 

by Michael P. Grace I I t o the Santa Fe o f f i c e o f . t h e Commission. 

Mr. Thomas W. Derryberry, an a t t o r n e y f o r the Commission, immedi

a t e l y contacted the Santa Fe County D i s t r i c t Court and. was 



informed t h a t no hearing time had been set on said P e t i t i o n . 

Before Mr. Derryberry had f i n i s h e d reading the P e t i t i o n , a t 

approximately 4:55 p.m., a copy of a Temporary R e s t r a i n i n g Order 

against the O i l Conservation Commission was hand d e l i v e r e d t o 

the Commission's Santa Fe o f f i c e by F a r r e l l L. Lines,, A t t o r n e y 

f o r Mr. Grace. I had not read the P e t i t i o n a t the time the 

Temporary R e s t r a i n i n g Order was rec e i v e d . 

4. The Temporary R e s t r a i n i n g Order d i r e c t e d me t o 

t e m p o r a r i l y suspend the d r i l l i n g p ermit f o r the. Merland Well No. 

i n Section 24, Township 22 South, Range 26 East, NMPM, Eddy 

County, New Mexico, which had been p r e v i o u s l y approved pursuant 

t o the p r o v i s i o n s o f r u l e s and r e g u l a t i o n s adopted by O i l Conser 

v a t i o n Commission Order 8 50 as amended. I complied w i t h the 

Temporary R e s t r a i n i n g Order and canc e l l e d the d r i l l i n g p e r m i t 

on January 25, 1974, by telephone and by t e l e g r a p h i n g D. L. 

H a n n i f i n and Joe Don Cook. 

5. Since t h a t time, I have contacted Alex J. Armijo and 

I . R. T r u j i l l o , the other members of the O i l Conservation Com

mission, and of my personal knowledge can s t a t e t h a t n e i t h e r 

o f them received n o t i c e o f the P e t i t i o n f i l e d i n t h i s cause on 

January 25, 1974, u n t i l contacted by me a f t e r r e c e i v i n g the 

Temporary R e s t r a i n i n g Order. 

6. At approximately 7:55 a.m. on January 28, 1974, Mr. 

N o r v e l l c a l l e d me and I got the d e f i n i t e impression t h a t he had 

not consented t o the o r d e r . I asked him t o give me a w r i t t e n 

statement a t which- time he s a i d he would c a l l the judge. 

7. That w i t h o u t due n o t i c e t o the O i l Conservation Com

mission, and w i t h o u t h e a r i n g , the s a i d D i s t r i c t Court on 

January 25, 19 74, issued a Temporary R e s t r a i n i n g Order d i r e c t e d 



to and against the O i l Conservation Commission and other Respon

dents . 

DATED t h i s 23th day of January, 1974. 

?/// -.y / jgz 

A . L . PORTER, J r 

SUBSCRIBED AND SWORN TO before me t h i s 2 8th dav of 

January, 19 74, by A. L. Porter, J r . 

My Commission Expires 

Notary Public 

EXHIBIT "A" 



A F F I D A V I T 

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 f i r s t duly sworn upon t h e i r 

oath, and state: 

1. That they are the Lessees of record under Lease dated 

July 10, 1972 from Merland, Inc., a New Mexico corporation, i n 

and to the o i l and gas and other minerals underlying the SE%, 

Section 24, Township 22 South, Range 2 6 East, Eddy County, New 

Mexico. A copy of said Lease i s attached hereto as Exhibit " 1 " . 

2. That on September 27, 1972, the New Mexico O i l Conser

vation Commission, pursuant to i t s Order No. R-4432, force pooled 

the Morrow Formation of the Ŝ , Section 24, Township 22 South, 

Range 2 6 East, f o r the d r i l l i n g of a Morrow Formation t e s t w e l l 

f o r o i l and gas. Said forced pooling created a 320 acre w e l l 

spacing u n i t , consisting of the SEh 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, I I . The said 

Michael P. Grace, I I was designated by the Commission as the 

Operator to d r i l l the proposed t e s t w e l l upon said spacing u n i t , 

w i t h the actual w e l l location being upon the land leased by the 

undersigned. 

3. That on or about January 28, 1973, Michael P. Grace, I I , 

as said Operator, commenced the d r i l l i n g of a we l l i n the SE% of 

Section 24 to t e s t the Morrow Formation at a proposed depth of 

approximately 12,100 feet f o r o i l and gas. On March 15, 1973, 

said w e l l , being designated as the Grace-Atlantic Well #1, was 



completed i n the Morrow Formation at perforations from 11,424 

feet to 11,44 4 feet as a gas w e l l , and the same i s presently 

producing gas, under pipeline connection to the El Paso Natural 

Gas Company. 

4. That the said Grace-Atlantic Well #1, subject to royalty 

i n t e r e s t s , i s owned F i f t y Percent (50%) by Michael P. Grace, I I 

and F i f t y Percent (50%) by the undersigned. 

5. That on or about November 21, 1973, D.L. Hannifin, 

made application with the New Mexico O i l Conservation Commission, 

'pursuant to the rules and regulations of said Commission, f o r 

the d r i l l i n g of a Deleware Formation t e s t w e l l , to be known as 

the Merland #1, to a depth of approximately 4,550 feet on a 

4 0-acre spacing u n i t , located w i t h i n and upon the Lease owned by 

the undersigned i n the SE% of said Section 24. On or about 

December 10, 1973, said application was approved by the New Mexico 

O i l Conservation Commission. On or about December 27, 1973, an 

amended application was f i l e d , so as to designate D.L. Hannifin 

and Joe Don Cook as the Operator to d r i l l the said Merland #1 

w e l l , which application was approved by the New Mexico O i l Conser

vation Commission on or about December 28, 1973. A copy of each 

of said applications with O.C.C. approval r e f l e c t e d thereon i s 

attached hereto as Exhibit "2" to t h i s A f f i d a v i t . 

6. That the said Deleware Formation underlying the Lease 

and land of the undersigned, has not been force pooled with any 

adjoining Leases or lands, and the said Michael P. Grace, I I has 

no ownership or other i n t e r e s t of any nature i n and to the Deleware 

Formation underlying the Lease of the undersigned, nor has the 

said Michael P. Grace, I I any i n t e r e s t i n the said Merland #1 

w e l l . 
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7. That the New Mexico O i l Conservation Commission i n 

exercise of i t s administrative function, approved the applica

t i o n of the undersigned to d r i l l the Merland #1 Well, with such 

approval being made by said Commission wi t h f u l l knowledge of 

the location of said w e l l , w ith reference to the location of the 

Grace-Atlantic Well #1. Further, the undeisigned, i n making 

said application, and i n proposing to d r i l l 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 a l l actions taken by the undersigned, and intended t o be 

taken i n the futu r e , were and w i l l be prosecuted i n a prudent 

fashion, so as to t o t a l l y avoid any p o s s i b i l i t y of the said 

Merland #1 Well causing damage of any nature to the said Grace-

A t l a n t i c Well #1, under which w e l l , the undersigned have a 

F i f t y Percent (50%) ownership. 

8. That on or about January 22, 1974, the undersigned 

entered i n t o a d r i l l i n g contract with Cactus D r i l l i n g Company 

for the d r i l l i n g of the Merland #1 Well, t o a depth of approxi

mately 4,550 f e e t , and at a cost of Six Dollars Five Cents ($6.05) 

per foo t , w ith a commitment by the undersigned to cause the d r i l 

l i n g of said w e l l to a minimum depth of 3,680 f e e t , or i n the 

event of a premature stoppage of work, t o pay to Cactus D r i l l i n g 

Company, a l l 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 i s attached hereto and made a part hereof 

as Exhibit "3" to t h i s A f f i d a v i t . 

9. That on or about January 23, 1974, the undersigned, 

through Cactus D r i l l i n g Company, commenced operations t o d r i l l 

the Merland #1 Well, and as of t h i s date, i n addition to w e l l 

s i t e preparation and d r i l l i n g r i g i n s t a l l a t i o n , Cactus D r i l l i n g 
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Company has d r i l l e d t o a depth o f approximately 375 f e e t , and 

has set 8-5/8 inch surface casing, t o s a i d depth i n concrete, 

at a t o t a l estimated cost t o date t o the undersigned o f approx

i m a t e l y Nine Thousand D o l l a r s ($9,000.00) and w i t h c o n t i n u i n g 

d a i l y stand-by costs, when Cactus D r i l l i n g Company i s not i n 

op e r a t i o n d r i l l i n g s a i d w e l l , o f One Thousand Two Hundred D o l l a r s 

($1,200.00) per day, f o r which the undersigned are o b l i g a t e d by 

c o n t r a c t . 

10. That due t o the present s t a t e of increased a c t i v i t y 

i n the o i l and gas i n d u s t r y i n New Mexico, i t i s extremely d i f f i 

c u l t t o o b t a i n a d r i l l i n g r i g f o r o i l and gas development opera

t i o n s , and i f the undersigned are prevented from comtinuing w i t h 

d r i l l i n g operations a t the Merland #1 Well s i t e , i n a d d i t i o n t o 

the s u b s t a n t i a l economic loss r e s u l t i n g t o the undersigned, i t 

i s probable t h a t they w i l l lose the use and services o f the Cactus 

D r i l l i n g Company d r i l l i n g r i g , w i t h r e s u l t i n g i r r e p a r a b l e harm 

t o the undersigned. 

11. That i t i s not g e o l o g i c a l l y f e a s i b l e t o move the s a i d 

Cactus D r i l l i n g Company r i g t o a s i t e proposed f o r the Merland 

#2 W e l l , f o r the geology i n f o r m a t i o n possessed by the undersigned 

i n d i c a t e s the p r o b a b i l i t y of completing a p r o d u c i b l e Deleware 

Formation o i l w e l l a t the Merland #1 Well s i t e , w i t h a c t u a l w e l l 

p r o d u c t i o n i n f o r m a t i o n t o determine whether or not the Merland 

#2 Well w i l l , i n f a c t , be d r i l l e d . 

12. That the undersigned, i n connection w i t h t h e i r d r i l l i n g 

o perations of the Merland #1 W e l l , are and w i l l be s u b j e c t t o 

a l l r u l e s and r e g u l a t i o n s o f the New Mexico O i l Conservation 

Commission f o r prudent and safe o p e r a t i o n s , and f u r t h e r , the 

undersigned, as F i f t y Percent (50%) i n t e r e s t owners i n and under 

the G r a c e - A t l a n t i c #1 W e l l , have no i n t e n t i o n whatsoever i n 
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connection with t h e i r Merland #1 Well operations of jeopardizing, 

damaging or otherwise i n t e r f e r i n g w i t h the operations and gas 

production from the said Grace-Atlantic #1 Well, i n i t s produc

t i o n of gas from the Morrow Formation. 

13. That with reference to the d r i l l s i t e f o r the Merland 

#1 Well, the undersigned and Cactus D r i l l i n g Company prepared 

a d r i l l i n g pad for the same, wi t h the d r i l l i n g r i g and other 

d r i l l i n g equipment having been placed thereon. The undersigned 

acknowledge that said d r i l l i n g pad adjoins and overlaps the 

Grace-Atlantic Well #1 pad, and a portion of equipment may i n 

' f a c t , be located upon the Grace-Atlantic Well #1 pad, however, 

the same i s not hazardous or dangerous to the Grace-Atlantic 

Well #1, and a l l such d r i l l s i t e 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, I I does not hold such an easement. A copy of the ease

ment held by the undersigned i s attached hereto and made a part 

hereof as Exhibit "4" to t h i s A f f i d a v i t . 

14. That the Merland #1 Well i s located 144 feet from the 

Grace-Atlantic Well #1. Further, i n connection w i t h the d r i l l i n g 

operations by the undersigned on the Merland #1 Well, the under

signed have employed Eastman Whipstock, Inc., a company special

i z i n g i n w e l l d r i l l i n g deviation c o n t r o l , to assist i n and cont r o l 

d r i f t and d i r e c t i o n of d r i f t i n d r i l l i n g operations t o insure 

th a t said w e l l does not cause hole damage to the Grace-Atlantic 

Well #1. Also, Cactus D r i l l i n g Company, i n connection with 

d r i l l i n g operations upon the Merland #1 Well, have i n s t a l l e d as 

a safety measure, a blow-out prevention device upon the d r i l l i n g 

r i g , under supervision of experienced Cactus D r i l l i n g Company 

personnel. 
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DATED t h i s 26th day of January, 1974. 

Ar Joe Don Cook 

SUBSCRIBED AND SWORN TO before me t h i s 26th day of 

January, 1974, by D.L. Hannifin and Joe Don Cook. 

Notary Public 

My Commission Expires: 
" " / 
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Producer'! 88—(Producer*! Revised 1967) INC saieol Form 3M-U Printed f w tola by Hoil-Poorbough Pren, Inc., Roiwell, N. M. 

OIL b GAS LEASE 
T H I S A G R K K M E N T made t h U - A P " ^ day o f J U l V — » . f * lween 

Mcrlar.d, Inc. 

-of 
(Post O f f i c e A d d r e w ) 

D. L . Hannifin 
heroin called lessor twhether one or more) and . - — - • — — . leasee: 

1 l c i ~ . r in consideration o f T K N A N D O T H K R D O L L A R S i n h i n d p»id . receipt of which ia here acknowledged, and o f the royalties herein provided and 
of the agm-menta of the le«srr herein contained, hereby i t rants , Iraara and lets excluaively un to leaar* fo r the purpose of invea t l i a t inK, e x p l o r i n g proepretinK. 
d r i l l i n * ami operat ing fo r and producing o i l and gas. i n j e c t i n g gas, water*, other f lu ids , and a i r i n to aubsurface s t rata , l a y i n g pipe lines, a l o r i n g o i l , bu i ld ing 
tanks, roadways, telephone lines, and oihcr structures and things thereon to produce, save, take ear* o f , t reat , procesa. store anal t r anspor t aaM mlnerata. the 

Eddy 
following dteenbed land in = County, New Mexieo. to-wit: 

Township 22 South, Range 26 East. N.M.P.M. 

Section 241 SE1* 

herein contained, this lease shall remain in force fo r a te rm or m ^ > ^ l j r r i u f f r o m this date (called " p r i m a r y t e r m " , , « n d 
iuced f r o m said land or land w i t h which said land ia pooled. ^ X J t p J i O G 

For the purpose of ca lcula t ing the ren ta l payments here inaf ter provided f o r , said land Is estimated to c o m w i i - i acres, whether i t ac tual ly 
comprises more or lest. QJlf-t-m \**»# A 

2. Subject to the other provisions he 
as lonjf thereafter as oi l or gas, ia produced 

3. The royalties to be paid by lessee a r e : l a ) on o i l , and on other l i qu id hydrocarbons saved at the wel l , oV*#M*«i«h of tha t produced and saved f r o m said land, 
name to be delivered at the wella or to the credit o f lessor in the pipe line to which the wells may be connected; <b> on gas, inc lud ing casinghead gas and a l l gas-

y ^ / T e o u s substances, produced f r o m sniil land and sold or used o f f the premises or i n the manufac ture o f gasoline or other product the re f rom, the market value at #* 
W«f t i V t i ^ e mouth ofi the well of WiT^rTk'nVTf of the Has so sold o r used, provided that on (fas sold at the wells the roya l l y shall b»T^fm'tT-TPrTfri of the amount realized f r o m « # / 

such snle : i c ) and at any t ime when this lease is not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled 
therewi th , but gas and/or condensate U not being so sold or used and such wel l is shut i n , ei ther before or a f t e r product ion the re f rom, then on or before 90 day* 
a f t e r said well is shut i n , and thereaf ter at annual intervals , lessee may pay or tender an sdvmnce annual shut- in roya l ty (equal to the amount o f delay rentals 
provided for in this lease f o r the acreage then held under this lease by the pa r ty m a k i n g such payment or tender, and so long as said shut- in roya l ty is paid or 
tendered this lease shall not terminate and i t w i l l be considered under a l l clauses hereof tha t gas ia being: produced f r o m the leased premises in pay ing quant i t ies . 
Each such payment shall be paid or tendered to the pa r ty or parties who at the t ime of such payment would be ent i t led to receive the royalties which would be 
paid under this lease i f the well were in fac t producing, or be paid or tendered to the credi t of such par ty or parties i n the depository bank and i n the manner 
hereinafter provided for the payment of rentals. 

• i . I f operations f o r d r i l l i n g are not commenced on said land or on land pooled the rewi th on or before one i l ) year f r o m this date, th is lease shal l te rminate 

as to both pa r t ies^TTirtT--ff TTII— rrr ^i»rtn ' t '^>Tnr" '( ' t i"yrar* f r o m tin's- dnt-e "fewer fHrarH—pay QT^cnder'"t<r "the- IcHJor" W rerrttrf T f f — — T T.-TT -— — — — - — TTTcTT ~~ 
Fh i r r l - c t r r tTThr -prn.-rh'Tri'—tjf- Th-r>i r i i t v c u m n i c n u ' i n e n f erf ̂ irrl^opeTaTtSpmr for— aT~prrnjd"ijf~twvHe™ f t ? T ~nrmrtfi'ST—.Tr "tt)cp TmnrrfeT" 'H'trrt • n r ^ i ^ frWr" T^Tr^rrt jT^oT TVTTuTVST 
"-rJUiaJlx th r r . a f f i . t i ^ m - f f l f f ^ - - • f 'said vjyvvatTVHv ' m a y ' b f f m t h r r d e re r v wi ^ wr-street as ive p t i iexhr o f ' t w e l v e f inonthTJ^sxh^r^r t r r j r • , thT 1 T>l TIMBJ y teTfrr .~r , iYTfrPfrt 
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f y f r t r t y ^ ^ r^r»- ; rwt 'nr--f - r ' rHf>*;-r t twrMi-rOwiSf '» -ott(kw»!r^TWir- -tf •T>wl>-l»t>irkHfrrr-ttrW-saiif fjWnOr" rmTrk^ r r ^ r r i K W r T r ^ w r i w f f , ^ r * > r y • rTOTTitH" try - a n w t i r r "13mirr 
oy - f m - -grry -fv-r^rH^-*mrH -f«-H - r > r - r r f w , i - f o neccTrt—rents f r 4^••free- Himt—be- 4rc4d^n- de fa^ t r - imH4 ^ I r i T t r - ^ W - f+n7^*^Hrr *+irrsf7r"T!rTrirr* ^ t r r r w i ^ r r * tPST\T^ T -nTtiTnTrtitT'"~ 
myH-rrnrrrr* i - j i m f i r ytni-wn f**r»— fr'r—smrMr^r—iH-'ort^NiMc— mc±ki»i-*o4- f « y w f M -TH*- te^r t»,^mHn-wyn>epT3et*oi y • tihn'i'ge -TB ^ - f i r r h f H t y ^ f ^ h ^ ^ f j.-nTT r* *PYn? "paT'Tn'TifDr" TTrrtrr 
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— W X + * i - * * # - s W ^ — a ' l M ^ r w t - 4srMMH>. ^ ^ ^ ^ s>«M+4 r t - a H « e > ^ - r n a ^ I M M U e H e W e W H W O W | a y . . » 0 - - W a ^ 4 « S » ^ e * > t jO W W ^ a a ^ r ^ ^ j r f r r W f . " 

5. Lessee is hereby granted the r i g h t and power, f r o m t ime to t ime, to pool or combine this lease, the land covered by i t or any pa r t or hor izon thereof 
w i t h any other land, lease, leases, mineral estates or parts thereof for the production of o i l or gas. U n i t s pooled hereunder shall not exceed the s tandard pro
ra t ion u n i t f ixed by law or by the New Mexico Oi l Conservation Commission or by other l a w f u l au thor i ty f o r the pool or area in which said land is s i tuated, plus 
a tolerance of 10 'v . Lessee shall f i l e w r i t t e n u n i t designations i n the county in which the premises are located and such units may be designated f r o m t ime to 
t ime and cither before or a f t e r the completion of wells. D r i l l i n g operations on or product ion f r o m any par t o f any such u n i t shall be considered fo r a l l pur
poses, except the payment of royal ty , ns operations conducted upon or product ion f r o m the land described in this lease. There shall be allocated to the land 
covered by this lease included in any such u n i t tha t por t ion of the to ta l product ion of pooled minerals f r o m wells in the un i t , a f t e r deducting any used in lease 
or un i t operations, which the number of surfoce acres in the land covered by this lease included i n the u n i t bears to the to ta l number of surface acres i n the 
u n i t . The product ion so allocated shall be considered f o r a l l purposes, inc lud ing the payment or delivery of roya l ty , to be the en t i re product ion of pooled minerals 
f r o m the por t ion of said land covered hereby and included in said u n i t in the same manner as though produced f r o m said land under the terms of th is lease. 
A n y pooled un i t designated by lessee, as provided herein, may be dissolved by lessee by recording an appropriate ins t rument in the County where the land is si t
uated at any t ime a l te r the completion of a dry hole or the cessation of product ion on said u n i t . Lessee is f u r t h e r granted the r i gh t and power to commit this 
lease as to a l l or any por t ion of the above described lands or horizons thereof to any u n i t agreement f o r the purpose o f conserving the na tura l resources of any 
oil or >ras pool, f ie ld or area covered thereby; provided, such un i t agreement contains usual and customary provisions f o r the al location of o i l and gas produced 
f r o m the uni t area and Ruch u n i t agreement embraces lands of either the U n i t e d States or State of New Mexico or both, and the f o r m of u n i t agreement has 
been approved by either the Uni ted States Geological Survey or Commissioner of Public Lands or both and the New Mexico O i l Conservation Commission, and 
upon such commitment the provisions of this lease shall be conformed to the u n i t agreement. 

6. I f p r io r to the discovery of oi l or gas hereunder, lessee should d r i l l and abandon a dry hole or holes hereunder, or i f a f t e r discovery of o i l or gas the 
Production thereof should cease f o r any cause, this lease Bhall not terminate i f lessee commences r e w o r k i n g or addi t ional d r i l l i n g operations w i t h i n 60 days 
thereaf ter and d i l igent ly prosecutes the same, or ( i f i t be w i t h i n the p r i m a r y t e r m ) commences or resumes the payment or tender o f rentals or commences 
operations f o r d r i l l i n g or r ework ing on or before the renta l paying date next ensuing a f t e r the expi ra t ion of three months f r o m date o f abandonment of said 
dry hole or holes or the cessation of product ion. I f at the expi ra t ion of the p r i m a r y t e rm o i l or gas is not being produced but lessee is then engaged i n operations 
fo r d r i l l i n g or r ework ing of any wel l , this lease shall remain in force so long as such operations are d i l igen t ly prosecuted w i t h no cessation of more than 60 
Consecutive days. I f du r ing the d r i l l i n g or r ework ing of any well under this paragraph, lessee loses or j unks the hole or wel l and a f t e r di l igent e f f o r t s i n good 
f a i t h is unable to complete s»id operations then w i t h i n 30 days a f t e r the abandonment of said operations lessee may commence another well and d r i l l the same 
w i t h due diligence. I f any d r i l l i n g , addit ional d r i l l i n g , or r ework ing operations hereunder result in product ion, then thia lease shall remain i n f u l l force so long 
thereaf ter as oi l or gas is produced hereunder. 

7. Lessee shall have free use of o i l , gas and water f r o m said land, except water f r o m lessor's wella and tanks, fo r a l l operations hereunder, and the royal ty 
shall be computed a f te r deducting any so used. Lessee shall have the r i g h t at any t ime d u r i n g or a f t e r the expi ra t ion o f this lease to remove a l l property and 
f i x t u r * * placed by leasee on said land, inc lud ing the r i gh t to draw and remove a l l casing. When required by lessor, lessee w i l l bury al l pipe lines on cul t ivated 
lands below ord inary plow depth, and no well shall be dr i l led w i t h i n t w o hundred feet (200 f t . ) o f any residence or barn now on said land wi thou t lessor's con
sent. Lessor Khali have the privi lege, at his r isk and expense, of using gas f r o m any gas well on said land f o r stoves and inside l ights in the p r inc ipa l dwe l l i ng 
thereon, out of any Burplus gas not needed fo r operations hereunder. 

8. The rights of either par ty hereunder may be assigned i n whole or in p a r t and the provisions hereof shall extend to the heirs, executors, adminis t ra tors , 
successors and assigns ; but no change or divis ion in the ownership of the land, or in the ownership o f or r i gh t to receive rentals, royalt ies or payments, however 
accomplished shall operate to enlarge the obligations or d imin ish the r ights of lessee; and no such change or divis ion shal l be b inding upon lessee fo r any pur
pose u n t i l 30 days a f t e r lessee has been furnished by cer t i f ied ma i l at lessee's p r inc ipa l place o f business w^th acceptable ins t ruments or ce r t i f i ed copies 
thereof cons t i tu t ing the chain of t i t l e f r o m the o r ig ina l lessor. I f any such change in ownership occurs th rough the death of the owner, lessee may pay or 
tender any rentals, royallien or payments to the credit of the deceased or his estate in the depository bank u n t i l such t ime as lessee has been furnished w i t h 
evidence satisfactory to lensee an to the persons enti t led to such sums. I n the event of an assignment o f this lease as to a segregated por t ion of said land, the 
rental* payable hereunder H hit 11 be apportioned na between the neveral lenschold owners ra tably according to the surface area o f each, and defaul t in rental 
i jnyment hy one nliall not n/Yect the r ight* o f other leaHchoM owners hereunder. A n assignment o f this lease, (n whole or in par t , shal l , to the extent o f such 
HMsitfnrr.erit, relieve and dmchnrge h-Hsee of any obligations hereunder, and, If lessee or assignee of par t or parts hereof shall f a i l or make default in the payment 
ut the proport ionate part of the rentals due f r o m such lessee or assignee or f a i l to comply w i t h any other provision o f the lease, such defaul t shall not a f fec t this 
lease in MO f u r as i t covers a pur t of said lands upon which lessee or any assignee thereof shall ao comply or make such payments. Rentals as used in thia 
paragraph bhall also include shut- in roya l ty . 

9. Should le»»ee be prevented f r o m comply ing w i t h any express or impl ied covenant of this lease, or f r o m conduct ing d r i l l i n g o r r e w o r k i n g operations here
under, or f r o m producing oi l or gas hereunder by reason of scarcity or Inab i l i t y to obtain or use equipment or mater ia l , or by operation o f force majeure or 
hy sny f ede ra l or state law or any order, rule or regulat ion of governmental au thor i ty , then whi l e so prevented, lessee's duty shal l be suspended, and lessee 
nhali not he liable fo r f a i lu re to comply t h e r e w i t h ; ond this lease shall be extended whi le and so long as lessee Is prevented by any such cause f r o m conduct ing 
d r i l l i n g or r ework ing operations on or f r o m producing oi l or gas hereunder; and the t ime whi le lessee Is ao prevented shall not be counted against lesaee 
any th ing in this lease to the contrary no twi ths tanding , 

10. I>*sor hereby warrants and agrees to defend the t i t l e to said land, and agrees that lessee, at Its opt ion , may discharge any tax , mortgage or other 
lien upon a&id land, and in the event leasee does so, i t shall be subrogated to such lien w i t h the r i g h t to enforce same and apply rentals and royalties accruing 
hereunder toward sa t i s fy ing same. Wi thou t impa i rmen t o f lessee's r ights under the w a r r a n t y . I f th is lease covers a less interest in the o i l or gas in a l l or anv 
par t of *aid land ' i n a n the ent i re and undivided fee simple estate (whether lessor's interest is herein specified or not ) then the royal tic*, shut- in royal ty renta l 
and other paymenU, i f any, accruing f r o m any pa r t aa to which this lease covers less than such f u l l interest, shall be paid only in the propor t ion which the 
i n t e r e u therein, i f any, covered by this lease, bears to the whole and undivided fee simple estate there in . Should any one or more ot the partiea named above aa 
lessors f a i l to execute this lease, i t shall nevertheless be b inding upon the pa r ty or parties executing the same. 

11. L*<wtee, iut /his successors, heirs and assigns, shall have the r i g h t at any t ime to surrender this lease, tn whole or In par t , to lessor o r his heir* succea-
aora, and anxigna by del iver ing or m a i l i n g a release thereof to the lessor, or by placing a release thereof o f record In the county In which said land is si tuated 
thereupon ics«ee shall be relieved f r o m a l l obligations, expressed or Impl ied, o f thia agreement aa t o acreage ao surrendered, end thereaf ter the rentals and 
ahut-m royal ty payable hereunder shall be reduced i n the p ropor t ion tha t too o e r e a w covered hereby la reduced by M i d role*** or reWaaea. 

Merland* Inc. - > '1 • •WOT OTwaM**! «a»a«j-w w 

Executed the day and year : t*Tsr t t jboW w r i t t e n . 

attest* f ' y j y ^ Y- rAsj^. , c ds*<> Byt \ W « t ^ A 
Secretary p r e s i d e n t v 





STATE OF NEW MEXICO, 
INDIVIDUAL ACKNOWLEDGMENT (Ne* Mexico Short Form) 

County of : 
The foregoing instrument was Acknowledged before me thiB day of_ 

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 -. 

My Commission expires , 19 

STATE OF NEW MEXICO, 

County of 

The foregoing instrument was acknowledged before me this 

19 by \ 

Notary. Public 

INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form) 

day of , , 

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 expirea_ 19_ Notary Public 
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STATE OF NEW MEXICO 

County of. 

The foregoing instrument was acknowledged before me this— —day of—..s)\<L±£<f , . i a 

CORPORATION ACKNOWLEDGMENT (New Mexico Short Form) 

by Merland. I n c . /<-. , ; , President 

of S / n s d t t t . £ t t ~ A t i t . a «y' ̂ t ? c , / > « 4 - t _corporation 
on behalf of said corporation. X 

My Commission E x p i r e s : — f ' ^ S ^ C * * - ^ «*-<_^.*s-_„ Notary Public 

STATE OF 

CORPORATION ACKNOWLEDGMENT (Now Mexico Short Form) 

County of 

The foregoing instrument was acknowledged before m» thU i n . .n., n I.I , . i .day at* . „. ,, , , ,..„,._ , , y— _ 

l>y , President 
o t . , . — • corporotion 
on bcnalf of said corporation. 
My Commission Expires: Notary Public 



NO. or COPIES nccmvco 

D I S T R I B U T I O N 

S A N T A F E 

F I L E 

U . S . G . S . 

L A N D O F F I C E 

O P E R A T O R 

NEW MEXICO OIL CONSERVATION COMMISSION 

R E C E I V E D 

NOV 2 11973 
r\ G.. 

Fbtm C-101 
Hovinqd l - l - f i ' i 

APPLICATION FOR PERMIT TO DRILL, DEfj&WniQB RkMGS&CK 
La, Type o( Work 

b . Type of Well 
OIL \TT] 

DRILL [±J 

CAS [ — 1 
W E L I . I I 

DEEPEN l~~) 

• INSLC 
ZONE 

PLUG BACK O 

• M U L T I P L E 
ZONE 

JsMr-ie ot Operator 

D. I 

5A# IndlratT Tyt>« of Leane 

S T A T E r e t 

S. Hlato Oi l fp G'm L*><Jne No. 

7. Unit Acjreomcnt Name 

8, Farm or Leaso Name 

norland 
9 . W o l l M o . 

J. Aci.-iress ot CY l 'rator 

P. 0 . Ecc: 0 i 5 , n o c v c l l , Kow Mexico B8201 
1 0 . r i c l d a n d P o o l , o r . V / l H c a l 

V/ilUcat Dclawcro 

;1. ;.ievauons(A/ioui whether Oi-', RT, etc.) 21 A. Kind & Status Plug. Bond 2 I B . Dr i l l ing Contractor 

Cactus D r i l l i n g Co. 
2 2 . A p p r o x . D a t a W o r k w i l l a t a r i 

Fob. 1 , 1974 
23. 

PROPOSED CASING AND CEMENT PROGRAM 

SIZE O F HOUE S IZE O f CASING WEIGHT PER FOOT S E T T I N G ' D E P T H SACKS OF CEMENT EST. T O P 

20 37 i> 200 t iur i 'aco 
:>*.- 15.5 1>U0 approve, xauu 

* 

Surface casing wil l bo cot at approx. 37S and ceoent circulated to our face 

w o e tiaa wil l bo 18 hrs. thaa blowout provoatara wi l l be installed and 

tested daily during d r i l l i n g 

BtrlKES 

i A B O V E S P A C E D E S C R I B E P R O P O S E D P R O G R A M l t r PROPOSAL 19 TO OCEPCN OR PLUG B A C K , B I V E D A T A ON P R E S E N T PRODUCTIVE XONE ANO PROPOSED N E U P R O D U O 
IVC Z O N E . GIVE BLOWOUT PREVENTER P R O G R A M , IF A N Y . 

hereby cer t i fy that the information sbova l i true and complete to the beat of my knowledge and bel ief . 

\gned_ 

(This space for State Use) 

Title_ 

/ j / f t j l ^ ^ J ^ TITLE _ 
OIL AND GAS INSPECTOR 

P P H O V E O a v 

D N O I T I O N * OP" A P P R O V A L , IP* A N V l 

Cement must bo circulated to 

-rnrfacc behind. casing 

Date / / A- / ~ ' y 

....DEC 1 01S73 

&ktet "2" 



N E W M E X I C O O I L C O N S E R V A T I O N C O M M I S S I O N 

L LOCATION AND ACREAGE DEDICA^N PLAT 
Fbrro C-102 
Superiedci C-128 
Effective 1-I-C5 

All distances muat be from the outer boundaries of the Section. 

Opetotcr 
D. L . Hannifin 
^ L^^^i-^^ff. 

Unlt LcncY V « H t , J r f -
J 24 

Least* 
Merland 

Townshl 
'& S 26 E 

Woll N| . 

County 
Eddy 

Actuo] Footage Location ol Woll: 

1S70 , ,, ,. cast 
" feet from the 

line and 
2004 loot from the 

S»uth 
line 

Ground Lyvel £ l e v . j Producing Formation Pool Dedicated Acreage: 

J Deleware wildcot 40- Acres 

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 working 
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
daled by communitization, unitization, force-pooling, etc? 

[ 1 Yes No If answer is "yes" type of consolidation 

If answer is "no" list the owners and tract descriptions whioh have actually been consolidated. (Use reverse side of 
this form if "^'''•gg"ry ^ -
No .allowable will be assigned to the well until all interests have been consolidated (by communitization, unitization, 
forced-pooling, or otherwise) or until a non-standard unit, eliminating such interests, has been approved by the Commis
sion. 4 

4-
i 

4.v 

<4 

./870 

330 «00 *9 0 1320 1060 1SBO 2810 Z«40 1000 1800 1000 »0Q 

C E R T I F I C A T I O N 

I hereby cert/fy that fhe /nformafion con

tained herein fs frue anof comp/efe to the 

best of my knowledge ond be//ef. 

mie ^ r Name 

Position 

Company 

Da l * 

I hereby certify fhat the we// location 

shown on this plot was p/otteof from fit Id 

notes of ocfuo' surwys made by me or 

under my supervision, end thot fhe same 

It frue ond correct fo the best of my 

/know/edge ond be/fef. 

Nev. 9 , 1973 

1 stored Prolessiorujil/tjiglneet 
^or Land Surveyor!* •*' Q i : '' 

N . K . ? 2 2 0 ' 
Certificate No,- v 



DICK A. BLENDKN I 
MICHAEL F. XSCCOUMCK 1 

Burow U Kouua 

I 

BLENDEN, McCORMICK AND NORRID, P. A. 
A r n i M r a A T LAW 
P. O. DKAWM (Tt 

U l WEST K I W N 

C A U U A S , Naw Muios M U t 

December 7, 1973 

T i u r x o H i SIT-Utl 
A B A COOS ( t t 

Ia fan* B a m Tai 

Mr. W. A. Gressett, Supervisor & 
Oil & Gas Inspector 

Oil Conservation Commission 
Drawer DD 
Artesia, New Mexico 88210 

R E C E I V E D 

DEC 1 0 1 9 7 3 

o. c. c. 
*rr=BiA. orricE 

Dear Mr . Gressett: 

This letter is to inform you that the City of Carlsbad has no objection 
to the following proposed location of a Hannifin well in the Sec. 24, T 22 S, 
R 26 E, N. M. P. M. : 

i . 
A well site lying 2, 004 • f rom the South line 
and 1, 8701 f rom the East line of said section. 

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 t ruly yours, 

MICHAEL P. McCORMICK 
City Attorney 

MFMcC:br 



NO. O f COPIES RCCEIVCO 

D I S T R I B U T I O N 

S A N T A F E 

F I L E 

U . S . G . S . 

L A N D O F F I C E 

O P E R A T O R 

R r«l^r^l(?oYlL^OTSERVATION COMMISSION 

DEC 2 7 1373 

Fbrm C-101 
Rovlned 1-1-65 

a. c 
ARTESIA, a m c 

l a . T y p e o f W o r k 

b. Type of Well 

APPLICATION FOR PERMIT TO DRILL, DEEPEN, OR PLUG BACK , 

DRILL ED 

OIL V ~ 7 CAS I I 
WCLL L»»J WELL I I 

DEEPEN 

S I N G L E 
ZON 

PLUG BACK C ] 

I g] • 

5A. Indicate Typo ol Leano 

STATE | | ret j"» [ 

. 5 . S t a t e O i l & G a s L e u o o N o . 

7. Unit Agreement Name 

8. Farm or Lease Name 

norland 
2. Non-.e oi Operator 

D. L« L'annif in & Joe Don Cook 
9. Well No. 

1 
3. Address ot Operator 

P. p. 2o:z S45 Reswoll, Kcw Mexico 8 8 2 0 1 
South 

F E E T r n o M T H E L I N E 

10. Field and Pool, or Wildcat 

Wildcat Dalav/aro 

21. ovations (Show whether UF, RT, etc.) 21 A. Kind & Status Plug. Bond 21B. Dr i l l i ng Contractor 

Cactus D r i l l i n g Co. 
22. Approx. Date Work w i l l start 

Feb. 1, 1974 
2 3 . 

PROPOSED CASING AND CEMENT PROGRAM 

SIZE OF H O L E S IZE OF CASING WEIGHT PER FOOT SETT ING D E P T H SACKS OF CEMENT EST. T O P 

a 5 / 8 - 20 375 200 Surfaco 
7 7 / 8 " 15.5 4550 500 Approx. 1800 

Surfsco casing w i l l ba sot at approx. 375 and ccaaeat c irculated to surface 

w o e tiEQ w i l l bo 18 hro. thou blowout provontare w i l l ba insta l lod and 

tested daily during d r i l l i n g . 

APPROVAL VALID 
refl-$0-&AYS UNLESS 

DRILLING COMMENCED, 

EXPIRES 3-/Q'7cs 
I N A B O V E S P A C E D E S C R I B E P R O P O S E D P R O G R A M ! I F PROPOSAL IS TO DEEPEN OR P L U S B A C K , S I V E DATA ON PRESENT PRODUCTIVE ZONE ANO PROPOSED NEW PRODUC
T I V E Z O N E . C IVE BLOWOUT PREVENTER P R O G R A M , IF A N Y . 

I hereby certify that the informallon above is true and complete to the beat of my knowledge and belief. 

s j e n e d _ Z 2 Z S \ < ^ ~ ~ 7 ; - ^ ' r t W a , Oporator 0 a ( e_12>21 r73 
(This space for State Use) 

A P P R O V E D B Y 

C O N D I T I O N S O F A P P R O V A L . , I F A N V l 

Cement must Lo circulated to 
surface behind ft" 

casing 



INTERNATIONAL ASSOCIATION OF DRILLING CONTRACTORS 

ROTARY DRILLING BIO PROPOSAL ANO CONTRACT 

TO: Cactus Dri11 ing Company 
P.O. Box 2068, 

Rev. Fr-b. 1972 
7M 2-72 

Contract Owner's 
Numben 

Contractor'* 

Hobbs, New Mexico 68240 

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. I . Hannifin V J** .PPM <?<*((' 
this instrument will constitute a contract between us. Your bid should be mailed or delivered not later than — - — P.M. on 

. T a r . i i n r y 2 5 , , 19JZ4— to the following address: 

P.O. Box 132, ROSWP.U, New Mexico 88201 i '5 S^a//,. fite^c' 

DRILLING CONTRACT entered into between the parties designated aa follows: 

OWNER: D. L. Hannifin J"Q<? Uo* C^^jc 

P.O. Box 182, 

Address:_ Roswell. New Mexico 88201 RpswrlL /Veto /^er[Qa$r^o( 
y 

CONTRACTOR: Cactus D r i l l i n g Company 

P.O. 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: 

Well Name 
and Number: 

KSCfiQK 
.County:. Eddy •StaterNew Mexico 

Field Name: 
Well location and. . . , „ _ _ , _ .land H»»rrintion; NW of SE, Sec. 24, T-22S, B-26E 

2. TIME ELEMENT: Subject to Rig ava i l ab i l i t y 
Contractor agrees to commence operations for the drilling of well by the 2 5 t h day of J a n u a r y , 

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, arid 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: 

4600 3.1 Contract Footage Depth: The well shall be drilled to. .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 4 6 0 0 feet 

A. FOOTAGE RATE, PAY 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 per 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. 

L man crew shall be: 42 For work performed on a day work basis the day work rate per twenty-four hour day with. 

Without Drill Pipe With Drill Pipe 

From Surface To Depth Of 4600 .ft. 

Per Day Per Hour Per Day Per Hour 

% 1,350*00 $ 5&*25 $ 1,450*00* 60,417 

From. .ft. To. 

From. .ft. To. 

From. -ft. To. 

.ft. 

.ft. 

.ft. 
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Stand Ry Time Hate: ? 1 2 0 0 . 0 0 p C r Day $ 5 0 > 0 Q Per Hour 

Tf under the above column "With Drill Pipe" no day work rate is specified, then the day work rate per 24-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 — — — inch drill pipe, and 
(bi ~ ** ~ 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 
pan hereof, the same shall be considered in use at all times when on location or until released by Owner. I f Contractor is 
drilling with Owner's tubing, or drill pipe, the charge on the day work rate basis shall be construed as without drill 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 fu l l hour and less 
than thirty minutes not to be counted. 

4.3 Work Stoppage Kate: $ J iA Per Day $ - - - 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 duo 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/or maintain adequate roadway and/or 
canal to location and/or location and/or weather prevents positioning the rig on a water location drill site. 

(c) 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. 

4.4 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 such shut down time up to 
a maximum of _ _ _ 4 _ _ _ h o u r s for any one repair or maintenance job. 2 4 HOUFS p e l * m o n t h 

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 In 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 norma) 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 I f 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 I f 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 completi<. 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 Owner 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 3 0 days after the due date hereinabove specified shall bear interest at the rate of 
1 percent ffiQCabOVe p r i m e f r o m 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 seeking adjustment of Owner's debts, under any bankruptcy or debtor's relief 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 0.3 hereof. In addition to Contractor's right to terminate performance hereunder. Owner hereby expressly 
agrees to protect, indemnify and save Contractor harmless 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, farmout agreement or other agreement, which may be affected by such termination of peformance hereunder. 

C.3 fa) I f such work stoppage occurs prior to the spudding of the well. Owner shnll pay to Contractor the sum of the 
following: (1) all 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 nnd supervision; (2) ten 
percent (10%) of the amount of such reimbursable expenses; and (3) a sum calculated at the standby rate for nil time from the 
date upon which Contractor commences any operations herunder down to such date subsequent tn the date of work stoppage as 
will afford Contractor reasonable time to dismantle his rig and equipment. 
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(b) I f 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 3 6 o O feet regardless of whether or not the well has been 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 tbe premature stoppage of work plus the sum of ? 

3,339.60 . 
7. OPTIONAL. RIGHT OF OWNER IN THE EVENT OF DEFAULT BY CONTRACTOR: 

In the event Owner is dissatisfied with the performance of Contractor hereunder 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 written notice in which Owner shall specify in detail the cause of his dissatisfaction. Should Contractor 
fail or refuse to remedv 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: 

5.1 The casing program to be followed in the drilling of said well is set forth in Exhibit "A", and the Contractor shall 
drill a 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. 

5.2 Tho 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. I f , 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 hole 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 i t 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 r ig time for 
performing cement squeezing jobs as required by Owner. 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. 

TO. 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 workmanlike 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 is 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'bwner, 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. I f , in the opinion of the owner, i t 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 drif t , 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. CORING AND CUTTINGS: 

12.1 As directed by Owner and utilizing the type of coring equipment specified and furnished as shown in Exhibit " A " 
Contractor agrees at any time to take either rat-hole or ful l 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 footage charge if the well is being drilled on footage basis at that depth. Reaming of the rat-hole shall 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. 
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13. FORMATIONS DIFFICULT OR HAZARDOUS TO DRILL: 

13.1 In the event chort, pyrito, quartzito, granite, igneous rook or other impenetrable substance, is encountered while drilling 
on tho footage basis and tho footage drilled during each twenty-four (24) hour period multiplied by the footage rate does not equal 
tho applicable dav work rate plus cost of bits, all drilling operations shall be conducted on a day work basis at the applicable day 
work rate, with Owner furnishing tho 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 tho event water (low, 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 day work rate until such conditions have 
boon overcome and normal drilling operations can be resumed. Owner shall assume the risk of loss 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. 

13.3. 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 difficulty. 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 o f _ 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 CONTRACTOR: 

14.1 Contractor shall keep and furnish to Owner an accurate record of the work performed and formations drilled on the 
IADC-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. 1 

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 
agrees to allow no lien 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 wil lful 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 damago 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 E<juipment-Knvironmental 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 difference 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 but not limited to casing, tubing, well head equipment, and tankage, and Contractor shall be under no liability to reimburse 
Owner for any such loss or damage except that due to negligence of Contractor, his agents, servants and employees. 

18.0 The Hole—Footage Basis: Subject to the provisions of Par. 13 hereof (relating to formations difficult or hazardous to 
drill and to JOSH of circulation) should a fire or blow-out occur or should the hole for any cause attributable to Contractor's opera
tions be lost or damaged while Contractor is engaged in the performance of work hereunder on a footage basis, nil such loss of 
or damage to the hole shall be borne by the Contractor; and if the hole is not in condition to l>e carried to the contract depth as 
herein provided, Contractor shall, if requested by Owner, commence a new hole without delay ut 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 ns though it wore tho first 
hole. In such ca.se Contractor shall not be entitled to any payment or compensation for expenditures made or incurred by Contrac
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 tho foregoing provisions, if the hole is lost or damaged without negligence on the part of the Contractor but 
as a result of the failure of Owner's casing or equipment either during or after the running and setting of such rasing, or as a 
result of subsequent failure of the cementing job resulting in parted casing, such loss shall be borne by the Owner and Contractor 
shall nevertheless bo paid: (a) For all footage drilled and other work performed by Contractor prior thereto; (b) ror work 
performed in an effort to restore tho hole to such condition as that further drilling or other operations may be conducted at the 
applicable dav work rate; and (c) The cost of dismantling the rig and moving to and rigging up Contractor's equipment prior to 
starting tho drilling of a now hole at a location designated by Owner if such be required. The work of drilling the new hole shall 
be performed by the Contractor under the terms and conditions of this contract. 

IS.7 The Hole—Day Work Ha.sis: In the event the hole should be lost or damaged while Contractor is working on a day work 
basis or as a result of work performed on a day work basis unless such loss or damage is caused by negligence of Contractor, his 
agents, servants, or employees, Owner shall be responsible for any such loss of or damage to the hole. 

1S.S Underground Damage: Owner agrees to indemnify Contractor for any and all sums which Contractor shall become liable 
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 of the art or omission 
causing such injury, destruction, loss, or impairment, said substance had not been reduced to physical possession above the surface 
of the earth, and for any loss or damage to any formation, strata, or reservoir beneath the surface of the earth. 

15.0 Inspection of .Materials Furnished by Owner: Contractor agrees to inspect all materials furnished by Owner before 
using same and to notify 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 appa7-ent defects. Contractor shall not be liable for any loss or 
damage resulting from the use of materials furnished by Owner containing latent defects. 

15.10 Indemnity 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 thei-ewith and resulting from the negligent acts or omissions of such. Owner, Owner's agents, 
employees, contractors or subcontractors. K 

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 be 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 ami 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 oil, 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 ravings, lost circulation 
and fish recovery materials and fluids. 

(c) In the event a third party commits an act or omission which results in pollution or contamination for which either the 
Contractor or Owner, for whom such party is performing work, is held to be legally liable, the responsibility therefor shali 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 of responsibility and 
liability, as set forth in (a) and (b) above, shall be specifically applied. 

19. INDEPENDENT CONTRACTOR RELATIONSHIP: 

19.1 In the perfonnance of tbe 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 unreasonably 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 personnel engaged in operations covered by this contract or accruing out of the performance of such operations; 
provided, however, as between the Owner and Contractor specific provisions herein contained respecting the risk and responsibility 
for such compliance shall be controlling. 

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 EXCEPT IN WRITING: 

I t 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 authorized 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 failure to act due, occasioned or 
caused by reason of federal or state laws or tiie 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 delav 
due to the above 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 pav Contractor the "Work 
Stoppage" rates as set forth in Paragraph 4.3 above. 

22. INFORMATION CONFIDENTIAL: 

All information obtained by the Contractor in the conduct of drilling operations on this well, including, but not limited to, 
depth, formations penetrated, the results of coring, testing, and surveying, shall he considered confidential and shall not bo 
divulged by Contractor, or his employees, to any person, firm, or corporation other than Owner's designated representatives. 

23. ASSIGNMENT Of CONTRACT: 

Contractor agrees not to sublet or assign this contract except for work normally performed by subcontractors without the 
written consent of the Owner. 
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24. NOTICES ANO PLACE OF PAYMENT: 

All notice, to be given with respect to this contract unless otherwise provided for shall be giver.to the Contractor and to the 
Ownev̂  roSecttvclv ^ t r a d l l r c s s e s hereinabove shown. All sums payable hereunder to Contractor shall be payable at h,s address 
hereinabove shown unless otherwise specified herein. 

25. ARBITRATION: 

lAvrv controvert or claim arising out of or relating to this Contract, or thr alleged breach thereof, will be settled by arbi-
tr uion V c o o r S « 7 t L bw pursuant to the rules then obtaining of the American A r b i t r a t e Associate, and judgment upon the 
award so rendered 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 f well is unproductive, casing is not run, and Owner elects to P & A, 
Contractor wi l l furnish eight (8) hours r ig time to P & A. 

Contractor to pay 4$ New Mexico School Tax applicable to Footage Rates. 

27. ACCEPTANCE OF CONTRACT: 

This instrument shali not become a binding contract until Owner has noted its acceptance and Owner shall be under no obligation 
to Contractor until such acceptance has been noted and a fully executed copy of this agreement sent to Contractor. Contractor will 
sign all copies of this instrument and return all but one signed copy to Owner. 

Owner D. L. Hannifin V OK. 'Votf 

The foregoing contract is accepted by the undersigned as Contractor t h i s 2 2 n d day of J a n u a r y | ia 7 4 , subject 
to rig availability, and subject to all of its terms and provisions, with the understanding that it will not be binding upon Owner 
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 D r i l l i n g Company 

Ronald R. Anderson 
T i t j e Contact Representative 

Accepted this 2 2nd day of January 
-, 19 74- , which is effective date of this agreement. 

Owner D. L. Hannifin 

Title. 

Printed in U.S.A. S M . t t a c h ^ Exhibit "A" 
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EXHIBIT "A" 

To Drilling Contract dated January 22, , ta 74 . 

owner D ._H.annl£ in . Contractor Ca.ctus_J)rilling-Xoinpany 

Well Name and Number • 

SPECIFICATIONS AND SPECIAL PROVISIONS 

1. CASING PROGRAM {$ • • Par. «) 

Approx. To Be Allowed 
Size Weight Setting Depth Set By ^ O O t ^ " e 

Conductor in. . Ibs./ft. - f t . „ IWurs 
Surface &> 5 / 3 in lbs./ft. 3 7 5 — f t . - C o n t r a c t o r - 1 2 _ houra 
Protection . . in. lbs./ft. f t . - ... -1 houra 
Oil String 5 1 / 2 in. lbs./ft. 4 6 0 0 f t . - C o n t r a c t o r _ . 0 — hours 
Liner in. - lbs./ft. f t . 
Tubing in. - lbs./ft. _ f t . 

2. MUD CONTROL PROGRAM ( S M Par. 10.3) 

Depth Interval Type Mud Weight Viscosity Water Loss 
( f t ) (Ibs./gal.) (Sees) (cc) 

From To 

0 • • _4600j_ For Hole Control Only 

I t is understood that in the event it becomes necessary to discontinue drilling operations and to suddenly raise the mud 
wei g ht 1 . 0 _ lb. per gallon above the weight currently being used OR to raise the mud weight at any time to 1 1, . 0 Ihs. 
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 been overcome; the 
well is under control and the mud system stabilized at a weight less than. .lbs. per gallon, so as to permit normal drilling 
operations to be resumed. 

Other mud specifications: 

3. STRAIGHT HOLE SPECIFICATIONS ($• • Par. 10.5) 

Well Depth Maximum Distance Maximum Deviation Maximum Change of Angle 
Between Surveys, from Vertical, (or Over-All Angle Between) 

From To Feet Degrees Any Two Surveys, Degrees"* 

0 4600T 500' • 5 _ . 1 per 100! 

Location of well bore at . feet shall be 

(1) a. Reduce proportionately for survey intervals less than 100 feet, but do not use intervals shorter than SO feet. 
b. I f 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. I f such intermediate surveys show that above limits for any Interval have been exceeded. Contractor shall correct hole deviation to within limits 
of above specifications. 

e. When directional surveys are required, the change of angle shall be the change of over-all angle. 

4. INSURANCE (Sa* 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 Public Liability Insurance with limits not less than $ 1 0 0 , 0 0 0 . 0 0 for 
the death or injury of any one person and ?3QQ » 0 0 0 « 0 0 , for each accident. 

4.3 Comprehensive Public Liability Property Damage Insurance or Public Liability Property Damage Insurance with limits of 
not less than 4 0 0 , 0 0 0 . 0 0 for each accident and $3O0_,OQ0.00— aggregate per policy. 

4.4 Automobile Public Liability Insurance with limits of $ I Q Q . O O Q . J D Q _ for the death or injury of each person and 
s3CO>O0O...0Q_ for each accident; and Automobile Public Liability Property Damage Insurance with limits of 
$ 1 0 0 , 0 Q Q . Q _ C L for each accident. 

4.5 _ _ 

4.6 
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EXHIBIT "A" (Continued) 

S. EQUIPMENT, MATERIALS ANO 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 unless otherwise noted hereon and 
otherwise provided for in Par. 7 hereof. 

5.1 Drilling Rig. 
Complete drilling rig, designated by Contractor as his rig No 6 0 , 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 st** 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 N_A 
Derrick or Mast: Make, Size, and Capacity. 97* Lee C. Moore 3g6,OQO# 
Substructure: Size and Capacity 7* KB B f . 
Drill Pipe: Size 4 " F u l l Jjfole G r a d e f f f Size i n . _ _ f t ; Size HI _ft. 
Drill Collars: Number and Size O 1 / 4 " X 3 1 1 ' 
Blowout Preventers: : 

Size Series or Test Pr. Make & Model Number 

10" 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 dr i f t indicator. 
5.8 JSiHSDGSC 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, shall 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. 

6.2 Stake location, clear and grade location, and provide turnaround, including surfacing when necessary. 
6.3 Test tanks with pipe and fittings. 
6.4 Mud storage tanks with pipe and fittings. 
6.5 Separator with pipe and fittings. 
6.6 Labor to connect and disconnect mud tank, test tank, and separator. 
6.7 Labor to disconnect and clean test tanks and separator. 
6.8 Drilling mud, chemicals, lost circulation materials and other additives. 
6.9 Pipe and connections for oil circulating lines. 
6.10 Labor to lay, bury and recover oil circulating.ilines. 
6.11 Drilling bits, reamers, reamer cutters, stabilizers and special tools while operating on day work basis. 
6.12 Contract fishing tool services and tool rental while operating on a day work basis. 
6.13 Wire line core bits or heads and wire line core catchers i f required. 
6.14 Conventional core bits and core catchers. 
6.15 Diamond core barrel with head. 
6.16 Cement and cementing service. 
6.17 Electrical and Gamma-Neutron logging services. 
6.18 Directional, caliper, or other special services. 
CA'.i Gun or jet perforating services. 
6.20 Explosives and shooting devices. 
6.21 Formation testing, hydraulic 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. 
(3.27 Casing _scratchers and centralizers. 
{5.28 Well head connections and all equipment to be installed in or on well or on the premises for use in connection with 

testing, completion and operation of well. 
6.29 Special or added storage for mud and chemicals. 
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EXHIBIT "A" (Continued) 

7.1 
<7.5 

7. EQUIPMENT, MATERIALS ANO SERVICES TO BE FURNISHED BY DESIGNATED PARTY 

The machinery, equipment, tools, materials, supplies, instruments, services, and labor listed as 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 B E PROVIDED BY AND 
ITEM AT E X P E N S E OF 

Owner Contractor 

Cellar and runways X 

Fuel (located at ) X 

7.3 Fuel Lines (length ) X 
7.4 Water at source.. $l>O.O.Q.*.O.O....Limit....tiQ....C.Qn.tr.ac.tQr. X 
7.5 Water well ~ *~ ~ - - -
7.6 Water lines ~ — — ~—™—~ 

7.7 Water storage tanks capacity — 
7.S Labor to operate water well or water pump *" *" "* ~"— 
7.9 Maintenance of water well, if required '. — «. ~ *" ~ *" 
7.10 Mats for engines and boilers, or motors and mud pumps X 
7.11 Transportation of Contractor's property: 

Move in 
Move out ' 

7.12 Materials for "boxing in" rig and derrick 
7.13 Special strings of drill pipe and drill collars as follows: 

X 
T 

7.14 Kelley joints, subs, elevators and slips for use with special drill pipe 
7.15 Dri l l pipe protectors for Kelly joint and each joint of drill pipe running inside of 

casing for use with normal strings of drill pipe 
7.16 Drill pipe protectors for Kelly joint and each joint of drill pipe running inside of 

casing for use with special strings of dril l pipe 
7.17 Coring reel with wire line of sufficient length for coring at maximum depth 

specified in contract 
Wire line core barrel 
Conventional core barrel 
Rate of penetration recording device 
Extra labor for running and cementing casing 
Casing tools , '. 

Running of casing-conductor .' 

Running of casing-surface 
Running of casing protection ; 
Running of casing production 
Running of casing liner 
Power casing tongs....J.... l/2?....C.asing 
Tubing tools 
Power tubing tong 
Swabbing unit with swabbing line 
Swab 

Swab lubricator .*. 
Swab rubbers 

7.18 
7.19 
7.20 
7.21 
7,22 
7.23 
7,24 
7.25 
7.26 
7.27 
7.28 
7.29 
7.30 
7.31 
7.32 
7.33 
7.34 

7.35 
7.36 
7.37 
7.38 
7.39 
7.40 

8. OTHcR PROVISIONS: 

Operator to pay for any extra equipment i f required: Pit level indicator 
hydril, rotating head, flow rate indicator, etc., and any related trans
portation. 

Initialed by the For Owner 'j. For Contractor. 

Parti ca as correct: 

Printed in U.S.A. 
(Exhibit Page 3) 



SURFACE DAMAGE RELEASE AND EASEMENT 

In consideration of the sum of Ten Dollars and other 
valuable consideration, the receipt of which i s acknowledged 
by Merland Inc., a New Mexico Corporation, hereinafter c a l l e d 
"Surface Owner," hereby releases D. L. Hannifin, hereinafter 
ca l l e d Lessee, and/or his assigns, from a l l claims f o r surface 
damages r e s u l t i n g from the d r i l l i n g of a w e l l located i n the 
NW-4SE% 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 i n s t a l l a t i o n and 
operation of tanks and associated f a c i l i t i e s f o r the treatment 
and storage of production from said w e l l . 

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. , 

M 
• Executed this / 7 day of October, 1972. 

i - / '•/. 

i ^ 3 , t | " - A f V.' MERLAND, INC. 

• President 

STATE OP NEW MEXICO X 

COUNTY OF EDDY X 

I hereby c e r t i f y t h a t on t h i s day of October, 
1972, before me personally appeared '/fy/***- r e ^ p/;'̂  < ^ 
President of Merland, Inc., a New Mexico/corpcation, to me 
known to be theperson described i n and who executed the fore
goinginstrument, and acknowledged that ghe executed the same 
a s free act and deed. 

Notary Public 

My commission •'. 
•expires; . •' 

fib**? y 



IN THE DISTRICT COURT OF SANTA FE COUNTY 

STATE OF NEW MEXICO 

MICHAEL P, GRACE, I I and ) 
CORINNE GRACE, ) 

) 

Petitioners ) 
) 

vs. ) No, 47406 
) 

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

) 

Respondents ) 

AFFIDAVIT 

Comes now the undersigned, A. L. Porter, J r . , Secretary-

Director of The New Mexico O i l Conservation Commission, resident 

of Santa Fe, Santa Fe County, New Mexico, over the age cf twenty-

one (21) years, a f t e r being f i r s t duly sworn upon his oath, and 

states: 

1. Cause No. 47406 was f i l e d i n Santa Fe County D i s t r i c t 

Court on January 25, 1974, wherein Michael P. Grace and Corinne 

Grace are named as Petitioners and New Mexico O i l Conservation 

Commission? D. L. Hannifin, Joe Don Cook and Cactus D r i l l i n g 

Company are named as Respondents. 

2. That i n said Cause, the Petitioners sought a Temporary 

Restraining Order against a l l of the Respondents, 

3» That at approximately 4:45 p.m. on January 25, 1974, a 

P e t i t i o n and e x h i b i t s , consisting of 17 pages, was hand delivered 

by Michael P. Grace I I to the Santa Fe o f f i c e of the Commission. 

Mr. Thomas W. Derryberry, an attorney f o r the Commission, immedi

ately contacted the Santa Fe County D i s t r i c t Court and was 



informed t h a t nc hearing time had been set on said P e t i t i o n . 

Before Hr• Derryberry had finished reading the P e t i t i o n , at 

approximately 4:55 p.nu, a copy of a Temporary Restraining Order 

against the O i l Conservation Commission was hand delivered to 

the Commission's Santa Fe o f f i c e by F a r r e l l L, Lines, Attorney 

for Mr. Grace. I had not read the P e t i t i o n at the t i n e the 

Temporary Restraining Order was received. 

4. The Temporary Restraining Order directed me to 

temporarily suspend the d r i l l i n g permit f o r tiie Merland Well No. 

i n 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 O i l Conser 

vation Commission Order 850 as amended. I complied w i t h the 

Temporary Restraining Order and cancelled the d r i l l i n g permit 

on January 25, 1974, by telephone and by telegraphing D. L, 

Hannifin and Joe Don Cook. 

5, Since that time, I have contacted Alex J. Armijo and 

I . T r u j i l l o , the other members of the O i l Conservation Com

mission, and of my personal knowledge can state t h a t neither 

of them received notice of the P e t i t i o n f i l e d i n t h i s cause on 

January 25, 19 74, u n t i l contacted by me a f t e r receiving the 

Temporary Restraining Order 

S„ At approximately 7*. 55 a .ru on January 28 , 1974 , Mr-

Norvell called me and I got the d e f i n i t e impression that he had 

not consented to the order. I asked him to give me a w r i t t e n 

statement at which time he said he would c a l l the judge-

7. That without due notice to the O i l Conservation Com

mission, and without hearing, the said D i s t r i c t Court on 

January 25, 1974, issued a Temporary Restraining Order directed 



to and against the O i l Conservation Commission and other Respon

dents » 

DATED t h i s 28th day of January, 1974. 

A. L. PORTER, Jr. 

SUBSCRIBED AND SWORN TO before me t h i s 28th day of 

January, 1974, by A. L. Porter, J r . 

Notary Public ™ 

My Commission Expires: 

EXHIBIT "A" 



MGMABQC ABQ U l WkM IMI v j i l r i r o r r * 1 

2-171271U026 01/26/74 western union I V l C l I I M l G l I I „ _ M 

ICS MGMNCSA WUCC * — * 
03320 MLTN VA ***** 

ZIP 87501 " n ^ w - : : -

j>y} 

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 TOWNSHIP 22 SOUTH RANGE 26 EAST NMPM EDDY 
COUNTY NEW MEXICO 
A L PORTER JR SECRETARY DIRECTOR 

THIS IS A CONFIRMATION COPY BY MAILGRAM. 
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western union Mdilgram 
(̂VTES POST; 
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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 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 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 TOWNSHIP 22 SOUTH RANGE 26 EAST NMPM EDDY 
COUNTY NEW MEXICO 
A L PORTER JR SECRETARY DIRECTOR 

THIS IS A CONFIRMATION COPY BY MAILGRAM. 
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Pursuant to the provisions of a temporary r e s t r a i n i n g order signed by 

Judge Edwin L. Felter i n Santa Fe County D i s t r i c t Court Case No. 47406 

on January 25, 1974, the New Mexico O i l Conservation Commission hereby 

temporarily suspends the authority of the d r i l l i n g permit of D. L. 

Hannifin and Joe Don Cook, approved December 28, 1973, which allowed 

the d r i l l i n g of the Merland Well No. 1 i n Section 24, Township 22 

South, Range 26 East, N.M.P.M., Eddy County, New Mexico. 

A. L. PORTER, Jr. 
Seeretary-Direc tor 

Sent to D. L. Hannifin and Joe Don Cook on January 25, 1974 



STATE OF NEW MEXICO COUNTY OF SAKTS FE 

IN THE DISTRICT COURT 

MICHAEL P. GRACE and 
CORRINE GRACE, 

v 

- • ::: 0mk ''*• 

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

Respondents. 

TEMPORARY RESTRAINING ORDER 

THIS MATTER coming on to be heard upon the v e r i f i e d P e t i t i o n 

of the Petitioners, wherein the Petitioners seek i n t e r a l i a a Temporary 

Restraining Order requiring the New Mexico O i l Conservation Commission' 

to temporarily suspend the authority of the d r i l l i n g permit for the 

Merland 1 well i n Eddy County, New Mexico, and to order Respondents, 

D. L. Hannifin, and Joe Don Cook, and Cactus D r i l l i n g Company to 

forthwith remove t h e i r d r i l l i n g r i g and a l l d r i l l i n g equipment from 

the Merland 1 well s i t e , and restraining said respondents from further 

d r i l l i n g operations at the said Merland 1 we l l s i t e , and said Complaint 

being accompanied by appropriate A f f i d a v i t s , and the Court having con

sidered said pleadings and the tendered bond, and finding that notice 

was given to the O i l Conservation Commission of New Mexico that the 

l a t t e r consents to the entry of t h i s Order, 

IT IS, THEREFORE, ORDERED, that the New Mexico O i l Conservation 

Commission temporarily suspend the authority of the d r i l l i n g permit of 

D. L. Hannifin and Joe Don Cook, approved December 28, 1973, which allowed 

the d r i l l i n g of Merland Well No. 1 i n Section 24, T22S, R26E, N.M.P.M.,, 

Eddy County, New Mexico. 

Petitioners, 

vs. 

SKS?!!!? READING 

• — — - ~ COUNTY 
DISTRICT COURT CLERK'S OFFICE 



IT IS FURTHER ORDERED that Respondents D. L. Hannifin, Joe Don 

Cook, and Cactus D r i l l i n g Company be, and are restrained and enjoined from 

further d r i l l i n g operations at the Merland 1 Well s i t e , and are ordered to 

immediately remove the d r i l l i n g r i g and a l l d r i l l i n g 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 i n the amount of $3,000.00 to cover the costs 

of the removal of a l l said d r i l l i n g equipment to the Merland 2 d r i l l i n g s i t 

i n Section 24 above mentioned. 

EDWIN L. FELTER 
DISTRICT JUDGE 

-2-
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STATE OF NEW MEXICO COUNTY OF SANTA FE 

IN THE DISTRICT COURT 

MICHAEL P. GRACE, and 
CORRINE GRACE, 

Petitioners, 

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

-VS- SrSTRICI COURT CLERK'S OFFICE 

Respondents. 

P E T I T I O N 

Comes now the Petitioners by and through t h e i r attorneys, 

FARRELL L. LINES and SAMUEL A. FRANCIS, and for t h e i r P e t i t i o n 

state and allege as follows: 

That the Petitioners are the owners of an in t e r e s t i n , 

and are operators of a certain gas producing well situated 

1980 feet North of South Line and 1980 feet West of East Line, 

of Section 24, Township 22 South, Range 26 East, NMPM, South 

Carlsbad-Morrow Gas Pool, Eddy County, New Mexico. 

That by Order R-443 2, issued on November 8, 1972, by Res

pondent, New Mexico O i l Conservation Commission, a copy of which 

i s attached as Exhibit A, the acreage on which the above men~*l$ 

tioned well i s situated was pooled to form a 320 acre pro

r a t i o n u n i t , w ith Petitioners as operators. 

That the above mentioned we l l i s a high pressure w e l l , main-

tainino an average well pressure of approximately 2000 pounds, 

and presently producing approximately 7MMCF of gas per day, 

with a p o t e n t i a l of 20 MMCF per day. 

That on December 27, 1973, Respondents Hannifin and Cook 

f i l e d an application with Respondent, O i l Conservation Com

mission f o r a permit to d r i l l two (2) additional gas wells, 

I . 

I I . 

I I I . 

IV. 



namely; Merland 1 and Merland 2 i n the Section 24 above 

mentioned. Copies of the sai d a p p l i c a t i o n s are attached 

hereto as E x h i b i t s B and C, but does rotnote the d i s t i n c t i o n 

i n hazardous operations between the two l o c a t i o n s . 

V. 

That i n di s r e g a r d of i t s l e g i s l a t i v e mandates under 

§65-3-5 and §65-3-3(B), N.M.S.A., t o p r o t e c t gas waste 

and provide reasonable spacing and f i r e p r e v e n t i o n , Re

spondent, O i l Conservation Commission r o u t i n e l y granted the 

a f o r e s a i d p e r m i t s , even though the Merland 1 w e l l s i t e i s 

only 110 f e e t from the above mentioned high pressure Grace-

A t l a n t i c w e l l , and the d r i l l i n g equipment might be located 

i n the pad of said Grace-Atlantic w e l l . 

That Respondents, D. L. H a n n i f i n and Joe Don Cork have 

contracted w i t h the Respondent, Cactus D r i l l i n g Company t o 

d r i l l the proposed Merland 1 w e l l and t h a t a d r i l l i n g r i g 

and other d r i l l i n g equipment have been moved onto the pro

posed s i t e , and t h a t s a i d d r i l l i n g equipment are operating 

on the Grace-Atlantic pad. 

V I I . 

That according t o i n f o r m a t i o n and b e l i e f , the d r i l l i n g 

of the said Merland 1 w e l l has commenced and surface casing 

has been set t h i s date, and the w e l l i s w a i t i n g on cement 

(normal o i l f i e l d p e r i o d i s 18 hours). 

V I I I . 

That as evidenced by a f f i d a v i t of Michael P. Grace, which 

fa} 

i s attached hereto as E x h i b i t D, the Carlsbad Zone i s an ex

tremely hazardous zone f o r d r i l l i n g gas w e l l s , and a s i g n i 

f i c a n t percentage of w e l l s i n t h i s zone have experienced loss 

of c o n t r o l and d r i l l i n g stopage s i t u a t i o n s . 

-2-



IX. 

As i s evidenced by the a f f i d a v i t of John Wilsher, who 

was the d r i l l e r of the subject Grace-Atlantic w e l l , a blow

out was experienced during the d r i l l i n g of that w e l l , and 

the f a c t that another high pressure w e l l i s being d r i l l e d 

w i t h i n 110 feet of the present high pressure w e l l , with the 

d r i l l i n g equipment located on the wel l pad and i n the im

mediate proximity to tanks, and heater t r e a t e r s ; that ex

traordinary precautions should be required to protect the 

present Grace-Atlantic w e l l * attached as Exhibit D(k\ 

X. 

That upon information and b e l i e f the actions of Respondents 

D. L. Hannifin and Joe Don Cook are probably i n v i o l a t i o n of 

the New Mexico Fire Code, the National Fire Protective Associa

t i o n 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, i n the placement of a r i g and other d r i l l i n g 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 s i t u a t i o n , and represents im

mediate danger to the Grace-Atlantic w e l l and the en t i r e 

Morrow Deleware Gas Reservoir, and to a l l personnel working i n 

the area. 

X I I . 

That Respondents, D. L. Hannifin and Joe Don Cook have 

been put on notice as to the po s i t i o n of Peti t i o n e r s , and as 

to the p o t e n t i a l l y hazardous s i t u a t i o n that has been created 

through telegram personally sent by P l a i n t i f f s on January 24, 

1974, a copy of which i s attached as Exhibit E. 

-3-



X I I I . 

That the attorneys f o r Petitioners have given due notice 

as required by law to Respondent, New Mexico O i l Conservation 

Commission, and the various commissioners. 

XIV. 

That the Court should enter an Order requiring Respon

dents and/or O i l Conservation Commission to temporarily sus

pend the authority of the d r i l l i n g permit f o r the Merland 1 

w e l l , and r e s t r a i n Respondents, D. L. Hannifin and Joe Don Cook 

and Cactus D r i l l i n g Company from any further d r i l l i n g opera

tions i n the said Merland 1 w e l l s i t e , and should further en

te r an Order requiring the immediate removal of the d r i l l i n g 

r i g and a l l other d r i l l i n g equipment from the close proximity 

of the Grace-Atlantic w e l l and i t s pad. 

XV. 

That Respondents, D. L. Hannifin and Joe Don Cook and 

Cactus D r i l l i n g Company w i l l not experience loss or damage by 

such Order, i n that a permit has been granted as i s evidenced 

by Exhibit D to allow immediate d r i l l i n g of the Merland 2 we l l 

i n the same Section, but at a distance several hundred feet from 

the Grace-Atlantic well and the proposed Merland 1 w e l l s i t e . 

XVI. 

That Petitioners herewith tender to the Court a bond to 

the State i n the amount of $3000.00, which w i l l adequately co

ver a l l reasonable moving expenses of Hannifin and Cook and 

Cactus D r i l l i n g Company i n the moving of the r i g and d r i l l i n g 

equipment at the well s i t e 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 d r i l l i n g s i t e to re-estab-



l i s h d r i l l i n g , t h i s Court should require the Respondents to submit, 

at t h e i r own expense, a comprehensive reservoir report to de

termine the amount of Morrow and Delaware production loss to the 

Grace-Atlantic w e l l and the e n t i r e reservoir should f i r e or de

s t r u c t i o n r e s u l t from the d r i l l i n g or completion operations of 

the proposed Merland 1 w e l l . 

That before Respondents, D. L. Hannifin and Cook be allowed 

to re-enter the Merland 1 d r i l l i n g s i t e , to re-establish d r i l l 

ing operations, t h i s Court should further require that Respon

dents submit to the Court, at t h e i r own expense, a f e a s i b i l i t y 

report from an actuary and engineer as to whether d r i l l i n g could 

be re-established at the Merland 1 w e l l s i t e and e f f e c t i v e l y 

meet safety regulations of the National Fire Code, and a l l 

other a f f i l i a t e d f i r e and safety code and meet reasonable i n 

surance standardjs, and also establishing whether Respondents 

would be able, and be required to obtain adequate reasonable 

insurance that wiould hold Petitioners harmless should damage 

occur to either the w e l l or the Respondents through appropriate 

bonding f o r the safety of the above, under normal insurance 

requirements. 

X V I I I . 

Respectfully submitted, 

FARRELL L. LINES 
Attorney f o r Petitioners 
500 2nd Street, N.W. 
Albuquerque, New Mexico 

SAMUEL A. FRANCIS 
Attorney f o r Petitioners 
400 7th Street, N.W. 
Albuquerque, New Mexico 



STATE OF NEW MEXICO ) 
)SS 

COUNTY OF BERNALILLO ) 

MICHAEL P. GRACE AND CORRINE GRACE, being f i r s t duly 

sworn, depose and state that they are the Petitioners i n the 

foregoing e n t i t l e d cause, that they have read the foregoing 

pleading, and know the contents thereof, and each and every 

alle g a t i o n stated therein i s true and correct according to 

t h e i r best information, knowledge, and b e l i e f . 

MICHAEL P. GRACE 
Petitioner 

CORRINE GRACE 
Petitioner 

SUBSCRIBED AND SWORN TO BEFORE ME t h i s -^-J " day of 
January, 1974. 

NOTARY PUBLIC 7 

MY 0( mmission expires: 



BEFORE THE OIL CONSERVATION COMMISSION 
OF THE STATE OF NEW MEXICO 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
COMMISSION OF NEW MEXICO FOR 
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 I I 
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 Elv i s 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 j u r i s d i c t i o n of t h i s cause and the 
subject matter thereof. 

(2) That in Case No. 4819, the applicant, D. L. Hannifin, 
seeks an order pooling a l l 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 d r i l l e d 
1980 feet from the South line and 1980 feet from the East line 
of said Section 24. 

(3) That in Case No. 4836, the applicants, Michael P. 
Grace I I and Corinne Grace, seek an order pooling a l l 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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(4) That both applicants, D. L. Hannifin and Michael P. 
Grace I I and Corinne Grace, seek to be named operator of the 
u n i t 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 e n t i r e 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 e n t i r e S/2 of 
the above-described Section 24 can be e f f i c i e n t l y and economically 
drained and developed by a well located at a point 1980 feet 
from the South l i n e and 1980 feet from the East l i n e of said 
Section 24. 

(8) That there are i n t e r e s t owners i n the proposed 320-
acre proration u n i t who have not agreed to pool t h e i r i n t e r e s t s . 

(9) That to avoid the d r i l l i n g of unnecessary wells, to 
protect c o r r e l a t i v e r i g h t s , and to a f f o r d to the owner of each 
i n t e r e s t i n the u n i t the opportunity to receive without unneces
sary expense his j u s t and f a i r share of the gas i n the pool, a l l 
mineral interests i n 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 u n i t to be dedicated to a 
we l l to be d r i l l e d at a standard location i n said Section 24. 

(10) That Michael P. Grace I I should be designated the 
operator of the proposed well and u n i t . 

(11) That any non-consenting working i n t e r e s t owner should 
be afforded the opportunity to pay his share of estimated w e l l 
costs to the operator i n l i e u of paying his share of reasonable 
we l l costs out of production. 

(12) That any non-consenting working i n t e r e s t owner that 
does not pay his share of estimated well costs should have 
withheld from production his share of the reasonable w e l l 
costs plus an additional 25% thereof as a reasonable charge 
for the r i s k involved i n the d r i l l i n g of the w e l l . 

(13) That any non-consenting i n t e r e s t owner should be 
afforded the opportunity to object to the actual w e l l costs 
but that said actual w e l l costs should be adopted as the 
reasonable w e l l costs i n the absence of such objection. 

(14) That following determination of reasonable w e l l costs, 
any non-consenting working i n t e r e s t owner that has paid h i s 
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share of estimated costs should pay to the operator any amount 
that reasonable w e l l costs exceed estimated w e l l costs and 
should receive from the operator any amount that paid estimated 
we l l costs exceed reasonable w e l l costs. 

(15) That $135.00 per month should be fi x e d as a reason
able charge for supervision (combined f i x e d rates) f o r the 
subject w e l l ; that the operator should be authorized to w i t h 
hold from production the proportionate share of such supervision 
charge a t t r i b u t a b l e to each non-consenting working i n t e r e s t , 
and i n addition thereto, the operator i s hereby authorized to 
withhold from production the proportionate share of actual 
expenditures required for operating the subject w e l l , not i n 
excess of what are reasonable, a t t r i b u t a b l e to each non-
consenting working i n t e r e s t . 

(16) That a l l proceeds from production from the subject 
we l l which are not disbursed f o r any reason should be placed 
i n escrow to be paid to the true owner thereof upon demand and 
proof of ownership. 

IT IS THEREFORE ORDERED: 

(1) That a l l mineral i n t e r e s t , whatever they may be, i n 
the South Carlsbad-Morrow Gas Pool underlying the S/2 of Sec
t i o n 24, Township 22 South, Range 26 East, NMPM, Eddy County, 
New Mexico, are hereby pooled to form a 320-acre proration u n i t 
to be dedicated to a well to be d r i l l e d at a standard loc a t i o n 
i n Section 24. 

(2) That Michael P. Grace I I i s hereby designated the 
operator of the subject w e l l and u n i t . 

(3) That the operator s h a l l furnish the Commission and 
each known working i n t e r e s t owner i n the subject u n i t an 
itemized schedule of estimated w e l l costs w i t h i n 30 days 
following the date of t h i s order. 

(4) That w i t h i n 30 days from the date the schedule of 
estimated well costs i s furnished to him, any non-consenting 
working i n t e r e s t owner s h a l l have the r i g h t to pay his share 
of estimated w e l l costs to the operator i n l i e u of paying his 
share of reasonable w e l l costs out of production, and that any 
such owner who pays his share of estimated w e l l costs as pro
vided above s h a l l remain l i a b l e f o r operating costs but s h a l l 
not be l i a b l e for r i s k charges. 

(5) That the operator s h a l l furnish the Commission and 
each known working i n t e r e s t owner i n the subject u n i t an 
itemized schedule of actual w e l l costs w i t h i n 60 days following 
completion of the w e l l ; that i f no objection to the actual w e l l 
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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 i f there i s an objection to actual well 
costs within said 60-day period, the Commission w i l l 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 i s hereby authorized 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 i s 
furnished to him. 

(B) As a charge for the risk involved in the d r i l l 
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 i s 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 i s hereby fixed as a reasonable 
charge for supervision (combined fixed rates) for the subject 
well; that the operator i s 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 i s hereby authorized to with
hold from production the proportionate share 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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(11) That any well costs or charges which are to be paid 
out of production s h a l l be withheld only from the working 
in t e r e s t s ' share of production, and no costs or charges s h a l l 
be withheld from production a t t r i b u t a b l e to royalty i n t e r e s t s . 

(12) That a l l proceeds from production from the subject 
wel l which are not disbursed f o r any reason s h a l l be placed i n 
escrow i n Eddy County, New Mexico, to be paid to the true 
owner thereof upon demand and proof of ownership; that the 
operator s h a l l n o t i f y the Commission of the name and address 
of said escrow agent w i t h i n 90 days from the date of t h i s order. 

(13) That j u r i s d i c t i o n of t h i s cause i s retained f o r 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. 

STATE OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

BRUCE KING, Chairman 

ALEX J. ARMIJO, Member 

A. L. PORTER, Jr., Member & Secretary 

S E A L 

dr/ 
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STATE OF NEW MEXICO ) 
) S S : 

COUNTY OF BERNALILLO ) 
A F F I D A V I T 

I , MICHAEL P. GRACE, being f i r s t duly sworn upon oath, 

depose and s t a t e the f o l l o w i n g : 

I . 

That my w i f e , Corrine Grace, and I have operated and d r i l l e d 

w e l l s i n the South Carlsbad or immediate area i n the past f o u r (4) 

years aside from other o i l operations. 

I I . 

y That supplemental t o the f a c t s s t a t e d i n my telegram an

nexed as E x h i b i t E, I would l i k e t o s t a t e t h a t the so - c a l l e d 

South Carlsbad p o o l , Morrow, Strawn, e t c . has a t r a c k record 

high i n hazards. To my personal knowledge, the w e l l s above 

mentioned encounterfedone f i r e , one blowout, and a t l e a s t one 

i n a b i l i t y t o t r i p pipe (choke the w e l l ) f o r prolonged periods. 

To my a t t e n t i o n has come the A n t w e i l l blowout of three (3) 

weeks d u r a t i o n , the Texas I n t e r n a t i o n a l f i v e (5) day d r i l l i n g 

stoppage, and Gulf, Pennzoil e t c . have encountered a t l e a s t an 

a d d i t i o n a l s i x (6) or seven (7) s i m i l a r s i t u a t i o n s . I n the 

immediate area l a s t summer, Moran D r i l l i n g Company l o s t a r i g 

t o f i r e and the famous TP f i r e occurred i n the immediate I n 

dian H i l l s s i m i l a r high pressure area, also the same operator, 

Hannegan l o s t a r i g t o f i r e i n the same p e r i o d . 

I I I . 

To my personal knowledge t h i s Delaware zone blew out 

w h i l e d r i l l i n g , ( w i t h o u t f i r e - t h a n k s t o e x p e r t i s e i n operations) 

f o r t hree (3) days; the H a n n i f i n and Cook combination i s w i t h 

out experience as operators and t h e i r d r i l l i n g r i g i s u n i n 

sured, and Cactus D r i l l i n g Company has been subject t o serious 

a d m i n i s t r a t i v e c i t a t i o n s i n the past. 



IV. 

T o l l i n g these factors, w i t h the prima facie negligence 

of placing the p i t s and r i g draw works i n such a manner as 

to aggravate rather than insulate the f i r e and high pressure 

hazards, a cease and desist order i s i n order here. 

My agents i n Carlsbad report t h a t the above mentioned 

Merland 1 w e l l , Cactus D r i l l i n g r i g pumped the plug down at 

7:00 A.M. today cementing i t s surface casing, and i s now 

inact i v e , waiting on cement fo r the minimum 18 hour standard 

period for cement to set and should be able t o immediately 

move without additional expense. 

V. 

Q/C&. 
MIC IHAEL PV GRACE 

SUBSCRIBED AND SWORN TO BEFORE ME, t h i a -̂3 day of 

January, 1974, by MICHAEL P. GRACE. 

V-/ hci< t-r^ /did, k 
NOTARY PUBLIC 

My Comrission expires: 

-2-



STATE OF NEW MEXICO 
COUHTY OF EDDY 

AFFIDAVIT 

The undersigned being Superintendent for Big West Prilling Company 

being firs t duly wom, deposes and eays that on February 6, 1973 

while drilling the Grace Atlantic #1 veil, located in Section 2h, 

T22S, R26E, Kddy County, New Mexico, I encountered a blow out of 

three days duration at a depth of lil+90'. Thanks to Big West 

personnel and management the fire which could have been expected 

any moment did not break out and the well was put back into control 

and further drilling recommenced on February 10, 1973* I am aware 

that there ia a moving to within a distance of 110' Bast of this 

extremely high pressure well (in this high loss of convrol area). 

In my opinion after 22 years experience in oil field work an event 

such as this requires extraordinary precautions for any future 

drilling in that immediate area. 

I name among these items wrench tightened k i l l valves and manifolds, 

recently tested hydraulic operated blow out preventers, carefully 

checked mad program, access to fire fighting equipment, both local 

and in the operation and easy access to the same for the drilling 

site. Approved insurance, blow out, fire and otherwise, (State, 

Federal and insurance Inspections). Proper installation and safe 

working distance from other high pressure gas facilities and 

operations. 

Any procedure which does not include the above I would consider 

hazardous enough to be negligent in nature. 

Subscribed and sworn to before me this January, 197L. 

My commission expirees September 10, 1975 

Ai^M./ fall) 
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P. O. Box 2246 

&tttta $*, Nfto Mtmo $7501 

Mr. Tom Nutter 
Chief Engineer 
Oil Conservation Commission 
Land Office Building 
Santa Pe, N. M. 87501 



D E P A R T M E N T O F J U S T I C E 

S T A T E OF NEW M E X I C O 

P. O. BOX 22-46 

D A V I D L . N O R V E L L 

A T T O R N E Y G E N E R A L 
January 24, 1974 

D E P U T Y A T T O R N E Y G E N E R A L 

O L I V E I R E . P A Y N E 

Mr. Tom Nutter 
Chief Engineer / 1 / * I 
Oi l Conservation Commission j 
Land Office Building 
Santa Pe, N. M. 87501 

Re: Permit No. 30-015-21036 

Dear Mr. Nutter: 

I understand that W. A. Grussett approved a d r i l l i n g permit 
for D. L. Dannifin and Joe Don Cook. 

Without going i n t o great d e t a i l , the facts which I am sure 
you are f a m i l i a r with by now, I am advised and convinced 
that a dangerous s i t u a t i o n exists with regard to the lo c a t i o n -
ing of t h i s permit i n that i t i s approximately 110 feet from 
the Grace-Atlantic gas wel l which i s a high pressure gas 
well and one that has experienced a blow-out i n the recent 
past and there i s 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 we l l could very 
well r e s u l t i n dire consequences. 

I would therefore suggest that on a temporary basis at least 
the O i l Conservation Commission withdraw permission granted 
under the above-referenced permit and would request that you 
advise t h i s o f f i c e as to your intended course of action by 
5:00 o'clock p.m.,January 24, 1974. 

DLN/gr 



D E P A R T M E N T O F J U S T I C E 

January 24, 1974 

S T A T E O F N E W M E X I C O 

D A V I D L . N O R V E L L O L I V E R E . P A Y N E 

A T T O R N E Y G E N E R A L D E P U T Y A T T O R N E Y G E N E R A L 

Mr. Tom Nutter 
Chief Engineer 
O i l Conservation Commission 
Land Office Building 
Santa Pe, N. M. 87501 

Re: Permit No. 30-015-21036 

Dear Mr. Nutter: 

I understand that W. A. Grussett approved a d r i l l i n g permit 
f o r D. L. Dannifin and Joe Don Cook. 

Without going i n t o great d e t a i l , the facts which I am sure 
you are f a m i l i a r with by now, I am advised and convinced 
that a dangerous s i t u a t i o n exists with regard to the l o c a t i o n -
ing of t h i s permit i n that i t i s approximately 110 feet from 
the Grace-Atlantic gas w e l l which i s a high pressure gas 
well and one that has experienced a blow-out i n the recent 
past and there i s a great deal of expert opinion available 
that the po s i t i o n i n g of the Dannifin-Cook we l l at a distance 
closer than 600 feet to the Grace-Atlantic w e l l could very 
w e l l r e s u l t i n d i r e consequences. 

I would therefore suggest that on a temporary basis at least 
the O i l Conservation Commission withdraw permission granted 
under the above-referenced permit and would request that you 
advise t h i s o f f i c e as to your intended course of action by 
5:00 o'clock p.m.,January 24, 1974. 

DLN/gr 
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Case No. 5053 
Order No. R-4622 

designated as the Carlsbad-Canyon Gas Pool, consisting of the 
follow i n g described area: 

TOWNSHIP 22 SOUTH, RANGE 27 EAST, NMPM 
Section 21: S/2 

i s hereby dismissed. 

(d) That the proposed creation of a new pool i n Eddy County, 
New Mexico, c l a s s i f i e d as a gas pool f o r Morrow production and 
designated as the Happy Valley-Morrow Gas Pool, consisting of 
the foll o w i n g described area: 

TOWNSHIP 21 SOUTH, RANGE 26 EAST, NMPM 
Section 34: W/2 

i s hereby dismissed. 

(e) That the proposed creation of a new pool i n Eddy County, 
New Mexico, c l a s s i f i e d as a gas pool f o r Morrow production and 
designated as the La Huerta-Morrow Gas Pool, consisting of the 
foll o w i n g described area: 

TOWNSHIP 21 SOUTH, RANGE 27 EAST, NMPM 
Section 28: s72 

i s hereby dismissed. 

(f) That the East Empire Yates-Seven Rivers Pool i n Eddy 
County, New Mexico, as heretofore c l a s s i f i e d , defined, and 
described, i s hereby extended to include t h e r e i n : 

TOWNSHIP 17 SOUTH, RANGE 28 EAST, NMPM 
Section 28: NE/4 SE/4 

(g) That the Fowler-Devonian Pool i n Lea County, New Mexico, 
as heretofore c l a s s i f i e d , defined, and described, i s hereby 
extended to include t h e r e i n : 

TOWNSHIP 24 SOUTH, RANGE 37 EAST, NMPM 
Section 10: SE/4 

(h) That the Hat Mesa-Morrow Gas Pool i n Lea County, New 
Mexico, as heretofore c l a s s i f i e d , defined, and described, i s 
hereby extended to include therein: 

TOWNSHIP 21 SOUTH, RANGE 32 EAST, NMPM 
Section 1: S/2 
Section 2: A l l 



W 7f/o *0 8-6 £ 

Oh 





o 
OSHA 



W AGENCY SANA 

107P MDT DVA1 33C I 50 2 X 2-01 50 22E181 >PD 0 6 / 3 0 / 7 4 1455 

ICS IPMBNGZ CSP . / 

5058853243 TDBN CARLSBAD NM 97 06-30 0255P EDT 

PMS B I L L CARR* NEW MEXICO OIL CONSERVATION COMMISSION, DLR 

STATE LAND OFFICE BLDG 

SANTA FE NM 

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 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 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 

MICHAEL AND CORINNE GRACE 


