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° T 7 DEFORE MHE o
\» o : OIL. CONSERVATION COMMISSION
: Santa Fe, New Mexlico
February 15, 1961
O )
$ |IN THE MATTER OF: )
‘:.‘ : Plication of the 0il Conservat! on Commission on its )
: € own motion, at the request of Earl G. Coitom, $o-son- T e I
- é & sider granting permisaion to drill a well in the Case
, potash-o0il area. In the above-styled cause, Earl G. ) 2182
&y Colton seeks permission to drill an exploratory test )
- & well in the NE/4 SE/4 Section 29, Township 20 South, )
. N Range 34 East, adjacent to the Lynch-Yates Pool, Lea )
=< County; New Mexico, which well would be located within .)
I < the potash-oil area as defined by Order No. R-111-A, as )
e w - amended. )
- 2 —---—----—------------—----~----,-§
¥ T
: _ IN THE MATTER OF: )
ind 54
1 2 Aypncation of the 011 Ccmsorvation cOmiuion on 1ts ;
: oun motion, at the request of Cities Service Petroleum -) . . |
. gé Company, to consider granting permission to drill a well) Case
A within the potash-oil area. . In the abeve-styled cause,-) 2183
e - Cities Service Petroleum Company seeks permission to )
' = drill t1ts Jewstt McDonald AA Well No. 3 to be looatedd ') . .
<3 660 feet from the South line and 1980 feet from the East)
= - 2ine of Section 18, Township 20 South, Range 34 East, ) -
. S North Lynch Pool, Lea County, New Mexico, which well ) -
" & wouid be located within the potash-oll ares as definedby)
. g Order R-111-A, as amended. ; ;
» zg o R W G se G e R P wim e ave wae GEn e S wm e mtn w  cin o e e w— ot ame - s e
. c§ “;‘ BRPORE!
e S e Honorabie Edwin L. Mechem
o) § Mr. A. L. Porter
. g . Nr. E. W. Walker
- < TRANSCRIPT OP HEARING
N ‘
- MR, PORTER: Hearing will come to order, please. We will
' get back to the salt mines -~ this time, literally., Case 2182. I
b | . N
: o call for rances in the case s
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ratton; Hervey, Dow & Hinkle,.iﬁ
behalf of Earl @, Colﬁbn.' |

MR. BLACXMAN: FEarl Blackman, Carlsbad, appearing for the
Potash Company of America.

'

MR. LOSEE: A. J. Losee, Losee & Stewart, Artesia, inter-

Development Company of Delaware, wilson‘011 Corpany and Yates Drill
ing Company. ”

MR, PORTER: Anyone else who desires to make an appear-
ance in this Case 21827

MR. KELLAHIN: Jason Kellahin, Kellahin & Fox, Santa Fe,
appearing for the Cities Service Petroleum Company. I would like,
at this time, to move that Case 2183 be consolidated with the hear-
ing on Case 2182 in that substantially the same questions are in-

volved in the case, and if 1t would facilitate the hearings I ask

but would request that separate orders be issued.

MR. PORTER: Does anyone wish to offer an objection or
comment on the motion to consolidate?

MR. BLACKMAN: Potash Company of America would like to
join in the motion. |

MR, BRATTON: Earl G. Colton will Join in the motion.

MR. IOSEE: Intervenors join in the motion,

MR. PORTER: Cases 2182 and 83 will be consolidated for

-lyening on behalf of Carper:Drilling Company. T. J. Silvey, Western |-

they be consolidated solely for the purpose of making the record, {

“$he—purposes—of{taking testimony
™

P
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the applicant in Case 2183,
MR. BRATTON: Howard Bra%ton, appearing on behalf of Earl
G. Colton., I would like to make a preliminary statement as to how

this matter came on %o be heard before the 0il Conservation Commiss

|Barl @, Coiton filcd a motice of intention to drill an oll well in

the NE of the NX of the SE of Section 29, Township 20 South, Range

34 Bast. Notice of intention to drill was dated on December 1Tth,

notice was furnished to the potash operators in the area. By an
objection dated December 29th, 1960, Potash Company of America
entered 1ts objection, stating that the drilling of ﬁhe test well
in the tract specified wil;_resﬁlt in waste of potasﬁ‘deposits of
substantial value. " |

Pursuant to the provisions of R-111-A, this matter came on
for arbitration by the chrctary-nirectﬁr of the 0il Conservation
Commission, and arbitration being unfruiltful, the matter was set
down for hezring before the full commission in accordance with the
r™Mulies.

At thle time I would llke to offer certaln matters as Yo which
I believe there caﬁ be stipulation. The first would be that Earl
G. Colion 18 the owner or.fhe operating rights under an oil and

gas lease from the United States of America, dated May 1, 1950,

(Which was based on a previous oil and le 8

~ 4

Y/

MR, KELLAMIN: 1 would like e enter my appearance for |

1960, That area is within the area covered by Order R-111-A of the|

01l Conservation Commission of New Mexico, Pursuant to that order|

fon.




1
1

4

oo
t

PAGE

$ T e e e e i
T : years old. That lease bears an expi

having been extended ¢wo years pursaant to partlal segregation. ThL
lease covers the S/2 of the SE/A and the NE/U of the SE/4 of Sectiop

- . 29, Township 20 South, Range 34 East, NMPM. Earl G. Colton is the

approved oiner of the operating rights and the right to drill under

that oll .and gas lease.

|
PHONE CH 3.6691

I would alse ask that the Commission take Judicigl notice of
its own Order R-111-A, 1if judicial notice 1s’required of its own
orders. I would like further tc ask the Commisslon take Judiclal
notice of the order of the Secretary of treInterior, dated October
18th, 1951, published in 16 Federal Register 10669.

At this time if the Potash Company of America has any stipu-
lations 1t would like tb offer we’would recelve those.

MR, BLACKMAN: If the Commission please, 1 should like to
request consent of the stipulation of Potash Company of America as:
the owner of a potash lease from the United States government daféa’
June 1st, 1958, carrying Serilal H.M;029233, which covers, among
other property, Section 29, Toﬁnship 20 South, Range 34 East, We

will consent to the stipulation as proposed by Mr. Bratton.

DEARNLEY-MEIER REPORTING SERVICE, Ine.

MR. BRATTON: ‘We would consent to the Potash Cdmpany‘s

ALBUQUERQUE, NEW MEXICO

stipulation and I Aon't believe I gave our serial number. That is
. N.!. 01130.VO

MR. PORTER: Mr. Bratton, the Commission will take adminip

[t

4 »
— * s
A

P , ’strative notice of the subjects that you have mentioned. My attorn?y

advises me that we take administrative notice instead of judicial

- -
“~, 4

NP

ration date of Mafdﬁfél;mig6?j””“””“M“”“”“
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| gas lease and offer for his consent the suggested stipulation that

notice as we don't act in a judicial capacity.

MR. BRATTON: Yes, sir.

MR, KELLAHIN: If the Commissicn pleaée, Cltles Service
Petroleum Company would like to joln in the statements which havé
been made by Mr. Bratton, and the stipulations in regard to the
reccrds and orders. Insofar as Clties Service Petroleum Company is
concerned, tﬁey are the holder of a lease which w;s based on the
prospecting permit dating back more than 20 years which was con-
verted intc an oil and gas lease in September of 1931. This lease
is held by production. On January 13th a notice of intention to
dfill the location, 660 feet from Ehe South line and 1980 feet from
the East line of Sectlon 18, Township 20 South, Range 34 East in
the North Lynch Pool, wa# filed with the Commission, this being |
within the area covered by Order R;lll—A. A copy of the notice “a"
forwarded to Potash Company of America. Pursuant to thaﬁunotice,
Potash Company of America, on January 18th, 1961, filed their ob- |-
Jection to the location with the 0il Conaervatiocn Ccmmissién, and-
pursuant to the regulations of Order‘3~111-A; arbitratioﬁ-was hei&sﬂﬁ
without success, and the matter was then set for hearing tafore the
commission.

MR. BLACKMAN: Potash Company of émefica would join in
7 r"“¥‘qﬁ:tbe cil and

Wb S

rotash Company of Ameriza 1s the owner of a potash lease, b&éring

| serial N M. 029246, shich cover

N

~, 4
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leonduct of these proceedings, and, quite frankly, the burden of

in Section 18, Township 20 South; Range 34 East where Citlea Ser-
vice proposes to drill its well.
MR. PORTER: Do you consent?

MR. KELLAHIN: UYe consen®t to the stilpulation.

MR. BRATTON: If the Commission please, before proceeding

further we would like to state our position with reference to the

proof.

This matter is advertised as the application of the 011 Con-
servation Commission at the request of Earl G. Colton, to consider
granting pefmiasidn to drill a well in the potash-oll area. The
provisions of order R-111-A, Paragraph 7, provide that the operator
of an oil and gas lcase, before it commencei drilling operations,
will furnish tc the potash operators in the area notice, and he |
will fnrnish proef to the Commission he has 80 notified the potash

company, and unless the potash company objects, if no objection to

‘of intention. If the location is objected to by the potash opera-

the locition of the prOposed well is made by a potash operator

within ten days after receipt, the Commission may approve the notio#

|tor, the matier is referred to the Secretary-p;rector for arbitrati%n

and if a settlement cannot be reached, the'Secretarydbirectof of
she Commission shall refer the matter to a hearing before the
Commission after due notice, and a decision either approving or

denying the operator's plans to drill shall be entered by the

Commission,

L
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It is the position of Earl G. Colton that in this matter, at
this posture of it, the burden of going forward and the burden of
proof as to ﬁhy this oil and gas well should not be drilled is on )
the potash company.l We have a legitimate rignt to drill that oil
and gas well, absent of proof by potash company aé to why wg shou14
not drill that well. | |

We bring this matter up at this time because, as I say quite
frankly? wae bhalieve that the burden of proof/in a matter of thii |
type 18 on the potash company. While we have’no objection to pro-
ceeding first we think that in the orderly process the person who
has the burden of proof should open and close, and that is the pre-
cedure we suggest to this Commission.

MR. BLACKMAN: If the Commission please, Potash Company
bt.America accepts the burden of going forward. We reserve theA
right to make fgrther statement on the burden of proof at the eqd
of the case. We do not accept Mr. Bratton's feeling on that
questi&n.‘ We are perfectly willing to proceed first.

MR. PCRTER: Mr. Blackman, would you have your witnesses

v*8 nhave ail the witnasses sworn at this time, please.
(Witnesses sworn, )

EVERETT C. JOURDAN

called as a witness, having been previously dwmly sworn, testified

as follows:

I T T

®
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DIRECT EXAMINATION

BY MR. BLACKMAN:

Q Mr. Jourdan, will you state your rﬁll name please, your
ocoupation, your posiﬁion and how long you have held 167

A Evereit C. Jourdan, Mining Englnecr for Potash Company or
America, employed DY that companJ since 1946 in various engineering
capacities. At the present time I am in charge of the Mine Engin-
eerins Department.

1*4 Mr. Jourdan, have you previously teetified before this

Commission in the capaclty of & mining enginezer 1n other caseS?

A I have.
Would you tell us where you received your education?

Texas College of Mines and Metallurgy, El Paso.

7

Bachelor of Science; Mining Engineering.

Q
A
Q Your degree?
A
Q

Prior to working for Potash Company of America, what

other companies did you woék for?

A Keanecott Copper, Cananea Copsolidated Copper in Mexico.,

-

Q Are you famil
Potash Company of America in Lea gounty,; New Mexico?

»

A 1 am.

Q Would you state for the CQmmiesion the approximate extent
of the leases‘held by Potash Company of America, 1imiting it, to

start with, to thé Federal leases?

®©

i Bt s BT e : o
T i Vg g knB e A el R

i BT Ees L

157 With the potash reserve area held by the!

A Approximately 10,000 acres. 1 dcn'tngxg_gg_g;;gi_iiggxg}

rtnaan
oo et Nl G
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?g' That 18 a rough flgure.
. | .
;;, Q This reserve %o which you refer is situated substantially
4
%f or entirely on the area of the Federal leases, 18 that true?
o - .| A Part of 1t is outside the Federal lease. We have, I
, % |think, two State leases, The rest i8 in the Federal area.
‘1 3 § Q Approximately hou)deep i the potash deposit in this area%'
0 8 ¢ ' '
B A Approximately 2500 feet in depth.
- Eﬂ Q Are you familiar with the location of the well proposed
~ ,
o by Mr. Colton?
- x 7 |
w2 A I am.
-~ &
EE Q And are you familiar with the location of the well pro-
~ S; posed by Citles Service 0il Company?
- - :
o A I am.
—— ‘ﬂ »
- K Q Is this location wlthin the commercial ore limits of pot-
- g :
,,&5 ash cre as delineated by the United States (Geological Survey?
€S
- = A It is.
- 5 ‘
- = (Potash Company's Exhibit 1,
m~ Case 2182, and Rxhibit 2,
e z . Case 2183, Marked for Identi-~
- % g fication.)
S
- Eg ; Q - Mr. Jourdan, I hand you a document marked ior identifi-
- 2 |cation as Potash Corpany of America's Exhibit No. 1, Case No. 2182,
=5 .
— o .
3 and ask you to identify that documeant, please.
‘; This is a letter from R. S. Fulton, the Regional Supervisor
- of the United States Geclogical Survey in Carlsbad, stating that
,. .; the proposed Colton well is 2100 feet inside the potash ore body

= o
s
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sut-off 1inite of

Q Mr. Jourdan, 1 nhand you 8 aopy of a
1dent1fication as Potash Cogpany‘s Exhiblt No
ask you what that document 1i8.

A It is 2 jetter from Mr.
Cities Service petroleum Comp

quality ore, 1t drilled.

Q  Are tnose 12 ceers substantially
A They are.
Q Mr. Jourdan, would you descrive the

the ore body %o which we have peen referring?

A The potash ore body 1n

B ipprazinately three and & half feet commercially,

cive and 2 halr to six feeb,

four ies

Lea County to

pefer are £1atlying deposite 2300 feet in deptn, and vary from

at 1U% KO-
document marked for

. 2, Case No. 2183,

Fulton stating that the-proposed

any well would penetrate cqmmercial

1dentlcal?

general character of

which these jetters

to approximately

The grade of the ore variee anywhere from 1l% to uP to as highl

as 21 or 224 in some holes.

Mr. Jourdan, uill you describe the

A The present

a thousand feet. That would

| five mines in the pasin. They are all mined

same manner, room and pillar method,

656 at that depth 18 recovered on Tirst

aining methods whieh

in the potash mincs now in operatlion in Body and

potash mines are at & o'p

pe the average. I

in which approxinately 60 to

substantially {n the

and the
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pillars are extracted in some mines immediately after, and some
mines at a later date to approximéteiy 85 to 90 extraction.

Q Iet's back up just a little Lit and describe a room and
plllar method of mining. |

A A series of entries, perhaps five, depending on the nctho%,
are driven, with\approximately 65, 75,’80 foot centers, whicﬁcver
mine has determined the method, and break through to what Qé call
rcoms. Some pillars are square and some rectangular, 75 and 80
feet as the case may bg,‘leéving a proportion of the ore in the
pillars on first mining.

Q This method of mining leaves a gridlike appearance when
compleﬁed,‘is that true?

A  That's correct.

Q To repeat a little bit, you stated that at the approxiiifﬁ’
depth of 1,000 feet, which is the average depth in the Eady County
area, approximately 60 to 65%, I believe you said, was recovered on
first mining?

A That's correct.

Q What would you calculate would be a safe percenzageﬁor
recovery on first m;nipg if the area were 2300, if the deposits
were at 2300 feet rather than a thousand feet? B

A I would say 45% on first mining because ot‘the increased
pressures ., |

Q Approximately what additional peroentage on second mining

Lat _the 2300 foot depth?
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|out leaving the pillars to support the roof; is that correct?

{the time second mining takes place?

A You would probably get 30% more for a total extraction

of possibly 5%,

Q On first mining, then, Mr. Jourdan, the rooms arc taken

A That's corre?f,
Q And on second mining a portion of the pillars are removed,
allowing the roof to descend to the floor tothe extent permitted by
the pillars remaining; ‘is thaf correct? .
A That 18 correct.

Q Would you desecribe whether those pillars are crushed at

A The pillars are crushed down. Evehtuaily, as you move
back with your line of retreat your back, or the roof, would settle
until eventually it would touch the floor of the mine. If 1t was |
8ix feet high it would take longer than four feet, but eventually
the two would meet as you retreated backwards on your mining.

| Q Will you explain whether it is necessary to leave a pillap
around any oil and gas wells which may be drilled through the
potash deposit; explain the necessity for that if you will, please?|

A At a thousand foot depth we leave approximately 100 foot
radius pillar. There are several reasons. One is to protect the
well from the slight movements that we have on first mining; two
is because in the surveys of the well, and our mine surveys, there |

18 a possibility of deviation. Three, there is a possibility of




T ] -]

r
Y]

ARNLE

ALBUQUERQUE, NEW MEico

D}

PHONE CH 3.569;

Y-MEIER REPORTING sgp VICE, Inc

Q Is 1t possible, Mp, Jourdan, under the mining methods yug

here to mine that piliar at 2ll on first mining?

A We coula mine it, yes,
Q Why do you not mine 1t?

A Normally I woujq say»not.

Q  Would it pe safe practice to mine 1t a¢ all on fipst
if any o1} or 8as were ever encountereds

A In my opinion, no,

R  Would yoy describe the size of Pillar considereq Neces
at 2300 feet?

Lea County 15 not strong, It is shot through with smal) clay seams| .
We dontt figure 1t 3g &8 strong as the Present 8ylvanite ore bed
in Bddy County, |

Q  What 15 the Binimum pillsr reguizeq to be left;

200 feet in radius,

A
Q At what depth?
A
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Q" Ad 18 that based UPON yOUr calculations of stras

necessary?
A Yes. We used the figures released by the United States

,Geological Survey, and I believe most of the mines in this area,

mining engineers are in zoncurrence With this. As a matter of
one mine in our basin leaves 250 feet at a thousand feet,

(Potash Comnany's Exhin 1t 3

, )
Cases 2182 & 2183, marked for

Identification.)

Q I hand you the document marked for convenience Potash

Company's Exhibit 3 in Case 2183-3, and ask you 1if you will identsi-

fy that document, pPlease?

A It 13 a letter from the same Mr. Fulton of the United
~1States aeologica; Survey evaluating the potash bed as four feet
thiek, 14« K20 at a mining extraction of 454, milling efficiency

of 904 on an average price of 35 cents per unit of Ka0.

QR Would you explain why four feet of 14§ K20 15 used as a

standard in evaluating the value of potash in place?

A That 1s the figure which was used to delineate the R-lll-k

area in 's55, 1 believa, and it is also the agreed-upon comnércial

ore established by the U, S. @edlogical Survey at that time.
Q Why is the mining extraction of 45% used?

A Because of the depth of tn:g pariicuiar deposition,

2300 feet, which I mentioned previously. We would not take oué as

mich as we would at a thousand feet,

N —
wvaa

fact#

Q Do you consider it reasonable that 45¢ extraction would
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be made On first mining at this depth?

A

Q

A

Q
A

Q

A

Q

A

Q

X207

A

thav yow

refinery inefficliency and mechanlcal losses, go we would actually
recover probably go& of the ore. That 1is a generally agreed upon
recovery figuve, I think, in the potash basin; some places a 1ittle

higher, some a 1ittle less.

) mate average price of potash?

varies slightly during different seasons of the year?

slightly lower; 1is that correct?

aine the value of one ton of potash ore of a minimum grades of L

wava speaking of, and you would divide that cuble feet LY

16 subic feet equal one ton, which Mr. Fulton has done here, which

I belleve 1t reasonable.
will you explain gthe use of the milling efficlency of 90%1

Well, there 18 a certaln amoun® of loss in the ore in

T will also ask if 35 cents per unit of KoO 18 the approxi-

That 18 approximately correct. Itbie the average of the

dirrerent products éhat our company has for sale at the present tim*.

1t is also true, 18 1t not, ghat the price of potash

That 18 true.

Sometimes 1t 1is higher than 35 cents, and sometimes it 1is

Inat's sorrect.

Would you 80 through the calculations necessary to deter=i. -

A
you would calculate your cuble feet in the ore bed or lr't

| &)
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| the recoverable tons per acre and you come up with $21,611.10,
1in advanee. the value per zeore of

"{of B854, assuming a mill efficiency of 904, would be approximately

to be the specific weight of the potash ore. Then you would take
45 of that and use your 90% refinery efficiency times your value
per unit %imes 106,'and you would come up with‘$h.ul,.whioh Mr,
fulton has here, as recoveravle value per ton ét kg extraction,

mill efficiency 90% and that is per ton, and then you would take

Q Mr. Jourdan, if I may ask the gquestion which you answered

otash at an average grade of 144

b o]

and an average height of four feet, and a recovery on first mining

$21,000; 18 that correct?

A That's correct.

Q ﬁillfyﬁu then go through the caléulations, Mr.‘Jourdnn,
to determine the number of tons of ore in a pillar 200 feet in
radius, having a thickness of four feet on the average?

A  You would determine the area of a cirele 2(0 feet in
radius, multiply that by four; which would give you the fotal cubic
feet, and you would divide that, then, by 16, wﬁiéh would give you
2 tomnags figure, and Mr. Fulton here has calculated it as 31,416
tons in the 200 foot radius pillar.

Q If you had 31,416 tons, and multiplied that by $4.41 per
ton, would you then testify as to how much the ore in the pillar
would be ﬁorth?

A It would be worth approximately $138,000.

d 4og could red on f‘rst mining, what

s
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Q Mr.

evidence and

Jourdan, will yod'testify, in your opinion, 1f the

1nformatlon gey forth in Exhibits 1, 2 and 3 prevlousl

nanded %o you are reasonable?

A They are very reaeonable.

MR.

BLACKMAN: 1 will of fer in evidence potash company‘s

lxhiblta 1, 2 and 3.

MR.

Yo obsectidn.

*

1 BY MR. BRATTON:

BY MR, 22—

A ¥ would say 12 miles as & guess, probably a 11tt1e nore

it uould requxre & nev ghaft; 18 that correct?
A That'® correct.

Q Mr.

constltutes the evidence of potash company of America en'direct R
exaninaxion.

MR.

q  How #a¥ are the tWo wells, well Jocaticns in question

nhere, from the present PCA ghaft?

PORTER: amy objection'to the Exnibits 1, 2 and 37
The exhiblits wili be admitved to the record.

L ACKMAN? 1f the Commission please, 1 belleve this

PORTER: anyone nave a question of Mr. Jourdan?

any mining opcrations were 1O rake place in this ared

Jourdan, in accordance® with the provisions of Rule
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lcan't answer that question in a broad statement.

leations included in the Secretary of the Interior's area as desig-

nated in his order of October 18th, 1951¢

it .
visiong of Rule R-111-A of this 0il Conservation Commission?

to five-year development plan?
A We have,
Q How recently?
A As of January the 1st; I think it was sent in about the
Bth of January as to my lnmowiedge.

Q Doed thai plan encompass mining dperations in the area of
the two well locations in question in these cases?

A It does not.

Q Mr. Jourdan, if you can state, is it the intention of
Potash Company of America to object tc every location in this area,
every oil and gas location?

A We consider each oll and gas locatlon individually. I

Q Mr. Jourdan, is the area of ﬁhese two proposed well lo-

A i 4o not believe they are,

Q Therefore, the only impediment, if impediment, o the

A To the best of my knowledge that's right.
Q Mr. Jourdan, does your company now have any presently
developed plans to mine in this area?

A  Not to my knowledge.

drilling of an oil and gas well mmé area is contained in the pro-

MR, BRATTON: I have no further questions.
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MR. PORTER: Anyone else?

BY MR, KELLAHIN:

Q Mr. Jourdan, as I understood your testimony yoia said that
Potash Company of Americarwas_miping approximately 12 miles from
thié area?

A - That's correct. _

Q  Where is that location? | :

A  That is 1n”Townsh1p 20 South, Range 30 East, Eddy County.

‘@ Is all of the land within the vicinity of these wells
held<by leases, Potash Company of America?

A I believe there area couple of blanks in there.,

Q You don't have all of the subject area under lease then,
at the present time?

A Not to my knowledze, no.

dence; is that correct?

A Plus a inowledge of the potash industry.
Have you done any d4riiling in this area?
Yeﬁ, sir.

How many cores have you drilled?

> O » ©

Drilled approximately 40 core drill tests at a cost of
about haif a million dollars,

Q How large an area does that cover?

Q Now, the valuation of the ore, as I understand your telfi

mony, is based solely upon the letters that were submitted in evi~f
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B Q  Huvé you &ny core holes within the immediate vieinitv of [
the Lynch Fool?
A I can't answer that question for sure. I haQen't ohecked
that.
Q You don't know of youb»own knowledge whether there 1; any

PHONE CH 3-669)

comnercial ore there or not?

A Only from a broad knowledge of the characteristics of the
deposit.

Q How do you arrive at this 14% figure?- | _

A I think I answered that previously in that the 14% 4is of
cores, projected from drill hole to drill hole, and it is an ayeragﬁ.
This U4 feet at 14 actually is rather conservative. I think the
ovcrali average of that ore_body would run much higher than that.

Q Is there good continuity of the ore body showa in the
coree drilled?

A A Reasonably, yes.

2 What do you mzan by reasonably? Do you have variations?® {

A You have variaticnes within the thickness and the grade.

i
' DEARNLEY-MEIER REPORTING SERVICE, Inc.

8
S You don't have an even four foot deposit, nor do you have an even
§' 20%. Some holes may be 23%, some may be six feet in chicknaaa, buﬁ,c
g in general, you can reach an average for determining the ﬁinins.
- 1 Q Did you encounter any of less than four feet?
- ot A Certalinly. We had a cut off in the ore in salt beds,

gome more narrow, outside the limits of our leases.

L Q Did you encounter any ore of less than 14%?

LT @

e
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A It depends on how you project your ore figures, You can

get six feet at esy 124, or if you are going to mine seven feet high

you would probably get 1t down to around five or six; depends cnv
what you use for a cut off and method of calculation.

- Q Under the methods of calculation which appear to have been
used by the U.S.G.S. 41d you encounter any less than 1u4%? |

A We had saltholes outside the ores which we did ndtvg§ to o
lglse on.
Q  How larges were those salt holes?
A How large were the corea?
Q I am talking aboﬁt the area covered.
A A3 I recall we drilled most of that portion in New Mexico
in Lea County along with other mines in the area.‘
Q That would lie a long way from the acreage which is the -
subject of this heariﬁg?
“A  That's correct.
Q Would that have any bearing on this at all? Did ybu
encounter salt holes in this area?

A Not to my dnowledge, in this one particular deposit. Wse
take leases on the area we feel has ore in it. By our core drill-
ing and projection of those thickness and grade analyses we deter-
mined acut off which we felt was commercial and took leaseson that
area.

MR. KELLAHIN: That i3 all the questions I have.

MR S BADIOYEY) o Mrn Tageo '
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BY MR. LOSEE:

AR Y,
e

Q Mr. Jourdan, you testified that these exhibits of the
Potash Company, in additlon to representing what they state, were
correct, in your opinion?

A That's right.

|
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] I refer you to Exhibit 1, which is the'statement that the
Colton well would penetrate the commercial potash ore if drilled,
and that the proposed test 18 approximately 2100 feet inside of the
potash ore body. Would you tell me in which direction the exterlor
of tha€ ore body is?

A | I am not prepared for that information right off. I can
explain that by saying that this area is -- the geology 1s within | .
our geology department and I have locked at it but I could not
testify factually as to %ne exact location of that line. I think
the four feet at 14 map which is on file with'the COmmission'nould:
show that.

Q  You don't know whether the exterior body that Mr. Fulton
is referving to, exterior line, runs east from this location or

yest or south?

1,

DEARNLEY-MEIER REPORTING .SERVICE, Inc.

A I_qoul&n't say right offhand. I would rather not. it

‘wouldxﬁi only a guess,

ALDUQUERQUE, NE'Y MEXICO

Q You mentioned thsat one’of the potash companies in Eddy
- County made it a practice, st a thousand feet, of leaving pillars

of 200 to 250 feet; is that Southwest Potash Company?

L A I velieve that's right.
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Q Do you kndﬁ whether or not southwasy P-za_h Company is |
sonducting mining operations at present surrounding an avandoned

oil well?

A Not to my knowledge. 1 don't know.

are rather ¢close aboub 1nterchange of information, put the testimo

They told me

PHONE CH 3-6691

which I gave preViouzly was true apout a year ago.

You ¥now, our compani s

;boutfa year ago. They were 1éav1ng approximately 250¢foot barrile
i pelieve that 18 the*Benson Pool they are mining there.

Q  Did they state to you at the time they were mining around|
an dbandoned’well?

A No.

Q  If they were mining around any apandoned WeiliS; would

[ ]

™

they have to leave 8 larger pillar, in your oplnion, than what thgy
| presently leave?
A 1 can't answer for Southwest. It depends on the poliey ©
management . |
Q 1 asked, in your opinion, from a safety factor?
3 A When you get into safetly that is a hard question to an- ‘
—2 gswer. We feel our hundred-foot radiue barrier at a thousand feet
'% 1s sdequate.
g Q Then, would it ve your testimony that 1:~Southu§it wuas
<

mining afound a well and was isaving a 200-foot plllar around it

that nould be adequate for this abandonzd well?

A 1 would say offhand at that depth 1t would be adesguais
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at the preseﬁfmfiﬁé4§f6uh&”iﬁé'ﬁ&iis"in“eur“area;~~~wWWMwﬂu““,

Q I belleve yoh stated on cross examination by Mr. Bratton
that it was not the protash companyis position to protest eaoh lo-
cation ﬁadevunder R~111~A, and thai you would consider each location
as it came up; 1is that correc:?

A That 18 the way we have been handling it in the past.

Q Has your company protested any locationa of wells which
were to be drilled in full compliance'with Order R-ill-A prior to
these two applications?

A Yes, we have,

Q How many?

A Four wells in the Velma case that I recaii.

Q  How far were those welle located from your present mining
operations?

A Cne well was within the actual mining qperations,'and the
other wells at the present time would have been mined out by prclcnk

Q Have you protested any locations of wells drilled under
this order in which the location was ten miles8 or more from your
present mine?

A I don't recall any vrotest that We made.

Q th,Air you know, Mr, Joutdan, did your company protest
these two applicaticns in which the wells are located a mile and

a half apart?

®

TR
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to Mr. Plackaan.

Q In view of thelr protest of these two wells which are

jocated a mile and a half apart, would you axpect your company to

protest any other ﬁells drilled in cither of these pools?

. % A I would assune thaﬁ we would.
S % Q On what do you basé that assumption?
- 2 ‘ : .
— .
v A We protestod these two. This 18 not a personal thing with
53]
—_ N |

14hs @Allers or the wells. 1t 1s a problem we are trying bto call
%o the attention of the Commission. | |
MR. LOSEE: I have no further questlons.‘

BY MR, PORTER: |

Q Mr. Jourdnn, in the case which was= haard August 16th,
1956 in which you testified we were dealing with potash ore bodies
in th§ neighborhood of 750 to 800 feet I velieve?

A That'a correct.

Q At that time you testlfied that at that d@pth you would
taxpoct about 65F primary recovery and possibly 25¢ on secondary?

A That's correct.

Q And I believe you alsc mentioned at that time that there

DEARNLEY-MEIER REPORTING SERVI(
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{uas being worked on a technique which might allow the removal of
up to 85 or 90% under primary recovery. Do you recall that testimo*y?
A Yes, sir, 1 do. Tnat was the Velma case as 1 recall.

- Q what progress has been made on that?

A ~ We have not started our secondary recovery in our exist-




sidee by ore. If ne started our recovery 8t the present time we
would preclude the possibility of getting the ore on the other side

of our existing work. In other words, our mine 18 not worked out 1$

- all directions, so 1f we began to subside the ground ve wou]lendang*r

the rest of the ore body, so the decision has been -- ve stlil have

t
PHONE CH 3-6691

lplans and are continually working on it at the present time. We haye

noﬁ pulled any pillars, |
Q Do you think at any time in the future you might be able

to rogover a greate* percentage or; primary mdovery than you are now

recovering?

DEARNLEY-MEIER REPORTING SERVICE, Inc.

A That is one possidility we have considered., You can in-
#rcasc your extraction on first mining in areas where pillar recovefy
would probably be uneconomical. We could take, say T5% rather than
65, but it would also make your pillar recovery a little more expent
give, 80 it i a matter of economics as to what you would take and
let the ground subside,
BY MR, PAYNE:

Q - Mr. Jourdan, when you go back in and do yoﬁr sécondary
mining operation do you pull all the pillars?

A Qur company doesn't pull any of them at the present time.

Q Hhat are y;u doing on secondary mining? A

ALBUQUERQUE, NEW MIXICO

A As T made ths statement a minute ago, we have not started
- our secondary mining at the present time.
Q When you do your secondary mining, do you contemplate alll

| the pillars will be pulled?
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A No. Approximetely ten percent of the plllars will be
remaining in the mine after we have gone in and recovered the ones

available, not 1in the middle of an oil field.

, /
Q Do you leave pillars around your core holes?
A Yes, a hundred-foot radius, same as an oil well.

Q Whether any oil or gas wells are drilled there will still
be pillars left after secondary mining operations?

A That;# correct. | |

Q Ndﬁ, Mr. Jourdan, do you feel that the casing program set
forth in R~111-A protects the‘potash deposit while the oil and gas
wells are being drilleds

A I would hate to get in that argument with a bunch of 01l

|and gas peocple. I am no authority on césing. I will have to rely

on the judgment of the people that set forth R-111-A, because I
understand it took about two or three years to get the casing pro-
gram established.

- Q ﬁhat I am trying to get at,\khere your objection lies,
whether 1t lies at the time the well is Seing drilled, or nhetﬁer
what you are worried about 1s that ultimately the well might be
sheared?

A Probably in the ultimate would be the principal obJjection
MR. PAYNE: Thank you. |
MR, BLACKMAN: If the Commission please, I would like to

#kate, as far as the Potash Company of America 1s concerned in this

= B eud b - A




cular pillar; we are not concerned and not objecting on-the_basis of
secondary mining, which ls lost in this area inasmuch as these two

holes are both in areas which have already been denied to secondary

mining by reason of oil and gas wells already érilled. The area of

effect, a particular cll and gas well at 2300 feet extends approxi-

PHONE CH 3-6891

mately 2300 fegt out in advance. A4S long as you only step out a
quarter or haif a mile at a time you are always within the arsa of
the previously drilled well. That 1s the situation in both of
hese cases, No argument can be nade or will be made before the |
Commiesion in these two cases on the basis of secondary mining
‘{losses. It i primary mining only, only in the pillar necessary o
be left for the protection of the oil wéll.

MR. PORTER: Even if one of the locations offsets an
existing well? One of the proposed offsets an existing well,
doesn't 1t? |

MR. BLACKMAN: I think both of them do., I thought both
of them Aid. I am not sure what you mean by offset, but they are
quite close,

MA. PORTER: In the next 40-acre unit?

DEARNLEY-MEIER REPORTING SERVICE, Inc.

L

MR. BLACKMAN: T think that 18 true; close to other exist

ing wells.

ALBUQUERQUE, NIW MIEXICO

- BY . PAYNE:
L Q In view of the fact there are existing wells, can you conr

duct primary mining operations even if these two wells aren't drillyd?

. . | A That 18 a question I can't wer bacaus
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"Tto primary recovery, what size pillars did you say you left on your

“el b3 Ao

the economics at the time and the cost involved. I couldn't say
ye3 or no without an intent study of 1t, The prlce of potash at
the time of mining, the cost of the shafss, labor -~ it 18 really
a difflcult one to say one way or the other,

< Let's assume there was an oll well on every 40 acres.
Could ycu conduct any primary mining?
N A I would say no.

MR, FORTER: Anyone ¢lse have a auestion?

BY MR, KELLAHIN:

Q In view of the statement made by Mr. Blackman in regavd:

primary recovery?
A " At the Edady County mine?
:é I mean, what you contemplaée at the 2300-foot level in
this area? |

A We would leave approximately a 200-foot radius around the

Q Without regard to the well, assume there was no well in
there, you have to have plllars for support? |

A Take a room 20 feet wide and probably an 80-foot center,
that would probaviy nave a pillar left of 40 by 40, betweenTBS by
35 and‘ho by 40, however it calculates out.

Q How would that compare with your 200-foot pillar in re-

gard to tonnage?

A WO ]




S
of the 500-{00b padlude.
there would .

o secondary recovery?

A NO.
Q That would pe a 1088 then?
A 1t would b€ a loss, Y&
Q Theniﬁhe calculation anich appears o0 your Exhibib No.
would not—ﬁe éﬁéﬁ?éﬁéwiﬂﬁafarwas recoygrable ore, would 1%
value of the ©re 15 -- the tola

he recoverable value would D€

$138,000. T
way 1t 18 put ynere is correct.
Q Are YOu stiil talking about prlmary recovery?
A usg, 1 believé; a W5% extraction:
MR. ?ORTEﬁ: Anyone else have 2 qpeetlon° witness may
ade your evidence, W& Biackman?ww
h cases.

-} that concl

dence in bot

ve excused. Doe
MR. PLACKMAN: That concludes the_evi
MR. BRATTOR: 1 know 1t 3% the customary practice of thie
Lers under advisement, and I reallize i
1

yidence in the | .
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‘ e are prep
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the case callt
d that this within thel
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‘Thave cbjected ho ﬁhese applications is o ¢all the problem to the

pace o1

plans to mine in thls area. He has

attentlon of the Commission. T think he has done that. I think he
has calied the problem to the attentlion of the Commission. However|,
I think that at this point 1%t 1s in ordser for tﬁe Commission to
grant the application of Colton and Cities Service to drill these
wells, |

As Mr. Jourdan pointed out, Crder R-111-A was in the making
-£or two ar three_years,‘ 1t invqlved a great deal of effort, work
and compromise on the part of all concerned, I beiléiethe‘objéé?‘.»
tions filed in these cases are completely outside of the scope of,m
.oP the intent of, or the spirit of Order R-111-A.

It has further been stated that there i8 no impediment to the
drilling of these wells other than such as might exist in Order
R-111~-A, and I submit there has been presented to this chmission

no reason under Ofder R-111-A why these should not be granted,

by Mr. Bratton, and I would like to further point out in connection

with the values of the ore testiflied to here, the valuation is bas
solely-on a letter from the Department of the iﬁterior of the Unit
Stgtes Geological Survey aé to the Colton well. It states 1t is |
witnin the potash ore body as delineated by the geological survey,
Ah to the Cities Service well, it doesn't even go that far, and

s

merely says that the well dri;led there would encounter commercial

ore, There is nothing further in the record to substantiate eithen

®

stated that Uit reason they |

MR. KELLAHIN: We would like to Jjoin in the motion made -§. ...




o

,_______,._.__________________—______—————

_lone of. those statements.

VOn cross examinatlion the witness zeghifled he did not know how
many cores, 1f any, were d»illed iun the Norith Lynch rool. ‘There 1s

- no teatimony-showing that %there 18 any ore under the North Lynch

pvol whatsoever in the record 48 1t now stands. The witneés further

PHONE CH 3-6691

testified, as Mr. Bratton pointed out, they have no plans for m1n1n+

, Inc.

in that area at the present time, and he further testifled on cross
examination by Mr. Payne that he could not gay at the present time
whether m{ning would be economical in this apea, wnehncor or ﬁgt
these wells are drilled.

Certainly I don't tnink they made any case which would support

a denial of our permit %o drill.

MR, LOSEE: If the Commission please, we would, as lnter-

enora, join in Mr. Bratton's motion for a granting of the appll-

cation at this time and I won't elaborate any further on the lack

of substantial evidence to support the protest of the Fotash Comp ’

J
y.MEIER REPORTING SER VICE

{

unlaess they are taking a position that the order which was P& repared

over this 1ong period of time, and after thelr consent is not now

equitable and needs changing, and if so, the protesting of any \

DEARNLE
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v_applications 18 obviously a0t the place to change the order.

MR. BLACKMAN: If the Commission please, 1in the first
instance, with respect to the character of the proof orferéd as to

i —-— the existence of a commercial ore body 1in this area, 1 call your

attention to the atatemenps of the commission in the ri at instancei,

L;na;_;g_ggggg_ggg;nlstrative notize of its own order. Order R-111-




defines and delineates an are=a in'whiéh 1t 1s presumed commerclal
potaéh exists. The United States GJeological Survey filed with the
Commission at the time Order R-111-A was promulgated, a map and

supﬁorting data which shows the existence Qf the presumed potash ore

1bodles in this area. 1I% 1s qulte true, as brought out by cross

!
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.examinatioﬁ; that the character of the evidence whlch 1s present, a+“
avallable at the present time, 1s rather sketchy. As Mr. Jourdan
bélﬁ%;&médﬁ;“P6£§ih'Compah&'bf America has spent something over half
.ﬁ‘gﬁllion dollars in gathering information as to the location'of'th§;5
potash ore body, but we would not state here we have sufficlient
information to know the exact location of the pabticular thicknesses_
and grades in ore in particular places. 3Some of:these inter?olatious
are between wells that are quite widely sepafated. Nonethéless, as
stated by the U.S.G.S., presented ’,by them to the Commission in the

*]tfr#t instance, this is an area in which the pctash ore body is -
presumed to:extend. Beyond that we cannot go. The’information is‘
timply not available.

I think this is a problem 1in conservation, really,

because we don't get into the big problem here of secondary mining

i
DEARNLEY-MEIER REPORTING SERVICE, Inc.

because this particular ore body, as it 1s affected by'theae two

A o g A e

iwells, has already been denied the secondary mining because of the

ALBUQUERQUE, NEW MIXICO

existence of the wells already there. I say that for the reasonab1+

- future, down the road far enough, if the wells are completely pumpe

T ~lcut and it is possible to go in and replug all of those wells, J

leclean them out and plug them so you are assured of getting a cut-~
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off of both o¢il and gas beiow all the potasi benches, 8o you safely
can take out tne ore, it wmight be possible. Mr. Jourdan 1ls correct
when he says e can't say whether it will be commerclal cr not. Thi
18 an economics problem. To try to project ten or fifteen years in
advance would be guesswork. As of now, we do not know.

We have presented a case in which we have stated’a positive,

definite loss which we can show on first mining of approximately

$65,000 on the pillars necessary to protect eifher one of these

lwells. No evidence ".as8 been presented whatever on behalf of the

"|persons who are requesting permission to drill the well as to the

value or the hopéd-for value of the oll well they propose to drill.

Rather than make a complete and final argument now I think we
have made a prima facle case which is entitled to consideration by
the Commission.

MR. BRATTON: I would like to 3ay just one further word,

“I{f the Commission piease. I ihink this thing boils down simply to |

this: This Commission determined, in Order R-111-A, that these are
prospective commercial potash areas. Ndw, 1f the Potash Company of

America has made a case here today, by what they have stated, 1f

|this Commisaion should deny our applications on the baslis of the

gvidencé presented here today, it would be, in effect, a determin-

ation that the entire potash area determined by Order R-11i-A 15 a

prohibited area insofar as oll and gas drilling is concerned. It‘

Just boils down as simply as that to me. I don*t think that was

.8

Llever the intention of Order V-101-

®
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lealled as a witness, having been previously sworn, testified as

jfolivws:
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intention or understanding of the oil and gas industry when we
cooperated in working out Order R-111-A, and I don't think it was
the intention or understanding of fthis Commission. On that basis
we ask our application be granted at this time.

MR, PORTER: Mr. Bratton, the Commission rules it would
like to continue withlthe case and hear the testimony of the
applicant at this time.

| MR. BRATTON: If the Commission please, we request about
a five-minute récesé to put exhibits bn the board.
ji“i(Short recess, )
MR. PORTER: Meeting come to order, please., Mr, Bratton.

RANDALL MONTGOMERY

DIRECT EXAMINATION

BY MR, BRATTON:

Q  Will you staée yvyour name, address and occupation?
A ~ Randall Montgomery, Geologist,xnobbs, New Mexico.i
Q Have you previcusly testified before this Commission as ah
expert-uitness and are your qualifications a matter of public recorg?
A They are. |
Q Have you made a study of the subject area involved in

Case No. 2182, the application of Earl G. Cclton?

A Yes, I have,

MR. BRATTON: Are the witness's qualifications acceptablep
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‘~pﬁopoéed well in the NE/4 of the SE/4 of Section 29, Township 20

~ Servieé wall with a dark blue dot.

Tber 18,1951, is that correct?

MR. PORTER: Yes, sir, they are,
Q (By Mr. Bratton) Mr. Mcntgomery, have you bheen employed

by Mr. Colton tc make a study of the area in connection with his

South, Range 34 East?
A I have.
Q Will you please refer to what has been marked as Colton's

Exhibit No. 1 and explain to'the”Coﬁmisaion what it snowsa?

A  Exhibit No. 1 is a map outlining the areas of Order R-1ll
ang the area of the Secretar& of the Interior's order of Octpber,
1951. In this exhibit the Secretary of the Ihterior‘s area is out-
lined in a heaQy,line, and Order R-11ll-A is in a lighter 11ngv
colqréd in yellow. On this map I have indicated the shatta_ﬁf the

various operating mines in the area. I have also located the

Q Both the Colton well and the Cities Service well are outé

slde of the Secretary of the Interior's‘potaah area order of Octo- |

A That's correct, yes, sir,

Q They gre within the area covered by Order R-111-A as

A That's correct.
> } .
Q How close are these proposed locations to the present PCA

[ shaft?

S

position of the Colton well with a dark blue dot, and also the 01t1¥id'
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Q As a matter of fact, 1t 1s the férthest Wes
potash minesd, 15_1t not?

A Yes, sir, that's correct.

plan of National's, jocated at the upper center dot.
Q Is there anything else you care to explain
with your Exhibit No. 1, Mr. Montgomery?
A No. That 1s ali.

Q Refer to your Exhibit No. 2 and explain wha

leases. in the various colors I have depicted the se

of Section 30, all being in Township 20 South, Range

block around thelr present shaft, that block covers

area in order R-111-A and some outside, does 1t not?

L A Ingglgfcorrect.

A To the present PCA shaft it 1s about 25 miles.

% of the prese*t

Q There 18 not a shaft within what, ten miles?
.A Approximately eleven miles, in the five-year development
in connection

t it reflects.

A Exhibit No. 2 18 an ownership map of the various potash

ven major

1easeholders of potash leases in the oll-potash area. The protest-
ant, veing PCA, {s colored in yelilow. The vellow color 1ndicates\;
their various jeaseholdings in the oil and gas»potash area. I
would like to point out on Exhibit 2, the N/2 of Section 28, whioch
imaediately cffsets our oll and gas lease, 933 feet to our proposed
well 1is hnleased as far as potash is concerned, and also, all of

Section 31, which {s less than a mile away, and the S/2 of the s/2

34 RBast.

Q Referring to the easteriy block of PCA leases, not the

some of the
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Q and 1t covers some that 18 witnin the Secretary's area
and some that 18 not? |

A  That'® correct.

Q Actually, vhe yarge D1OCK of that ,egsenolding 18 to the
soq'ch of either of these pr-oposed. 1ocations?

A yes, 8irs 1t 1is. 1 have again 1ndicated the 1ocation of

the two wells, and ghey are in the northern portion of this block

Q Al80, that exhiDiT reflects the present o1l and gas wei;l; .‘
does 1t not, 1n‘the' 1mmediate area, Mr. Montsomery? |
A Yes, 8iT, 3¢ doeB. All oill and gas wells and 4ry noles
‘tha.t nave peen drilled up to Janary 1, 1961, ave shown.

Q Those are gurther reflected in your Exhibits 3 and L, are

' they not?
] A They are., yes, sir.
- 9..} 1s there anytningd you further“care Lo point out in eon~<
- E hection with YoUr Exhibit No. 22
.7 E o o That is all in Exhibit 2. ' a
, E % Q please rele’s; then, Yo your Exhiblt No. 3 Mr. Montgomeri
= ; and explain what 1t 18?

. % A Exhibit No. 3 1s the yates contour maP, contour ;nterval,‘ '

- : 50 feet. on this dase map 1 have indlcated t.he outlines of Order

.
" - R-111-A that cover the area of this map. TheY are outlmed with

1a red line running in & d:l.rection such as 1 am jpdicating pight now

-
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‘provious cases heard bvefore this Commission, the mining witnesses

it appears thet no secondary mining operations can be performed in

has been struck with a radius of 2300 feet. The small red circle
deplcts an area with a radlius of 200 feet. The purpose for doing
this is, as Mr. Jourden testiflied earlier, this ore occurs in this

area at about a depth of 2300 feet. Based on previous testimony in

have iestiried that they can do no secondary mining around a well
beyond an area equal to the radius of the depth of the potash.

Q@ That ia generally in accord with the testimony of Mr.
‘3ourdan and Mr. Blackman in this case this morning?

A Yes, sir, exactly.

Q The red circlea,~having a radius of 200 feet, that 1s again

in accordance with the testimpny we have heard this morning, and

.|what size pillar they felt they had to leave around each well dril;%#v

in the area, and core tests? R

A Yes, sir.

Q  Go ahead and explain the significance of this and the
conclusions you draw from it.

A The conclusions I draw indicate that in Section 28 and

in Section 29, where we are particularly concerned about our well,

there at the present time, which, again, was corroborated by Mr.
Jourdan's and Mr. Blackman's testimony this morning. Therefore, th*

question of secondary mining is a moot question and I come back

to the area of the pillars, and the testimony we heard this morning

5 -
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pillare. in the area anyway, and 1%t 18 not Jjust partly because it is
=N ' around an oll well they need the plllar. I there weren't any ofl

- wells they would need the pillars.

Q On that exhibit you have denoted the producing wells by

|
PHONE CH 3-6691

A I have, and the dry holes by a conventional dry hole

symbol.

-uQ - ¥ou have drawn your radlus, 2300-root radius, around both
the producing wells and dry holes 1ln thils 1mmed1ate area. would
‘lyou explain to the Comlission why you did that?

A We heard this morning that they stated they could not m1n+~:
any secondary mining within the radius of a pilliar that is egual to
the depth of the ore body, and they could only perform primary min-
ing in that area. They did not pull the pillars.

Q And actually, the dry holes in this area are old dry holes,
ie that correct? | |

A Some of them are plugged, and ail of them that have a dry

DEARNLEY-MEIER REPORTING SERVICE, Inc.

3
; E hole symbol are plugged anﬂ abandoned. I have checked all avail-
- ; able records on fileﬁ;n the New Mexico 01l Conservatioﬁ Commission,!
: % and certain information came to light that waes notlbn file with
™ < the 011 COnse?vation Commission, and that was the oill in the NE/4

; - of Section 30. That particular well was drilled back in the 30's,

and when the well was cable-tooled oil rolled some 700 feet in the

2N
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accordance with Order R-111-A, but none of the other wells in the

|area were. Those three wells were drilled during the time Order

ﬁ'thc gropoaed primary or secondary mining in this area, partieularly'

ever, the well was plugged and abandoned due to economic reasons at
that time, cheap price of oll and other commitments.
Q Are the plugging practices indlcated in these old or dry

holes susch that, in your opinion, they were plugged so that mining

-Q They were wells drilled and plugged before that order?
A Yeg, sir, that is, with the exception of one well in

Section 28. The three dry holes in Section 28 were plugged in

R-111-A was in effect.

Q Is there anything further you would care toc point 6ut in
connection with that exhibit, Mr. Montgomery? -

A That 18 all I'have.

 ’Q Before proceeding to your Exhibit No. L, what uould you

say with reference to the value of the potash in the piilars or 1n
with rercrence to Mr. Jourdan's testimony of this morning?

A Mr. Jourdan's teatimony indicated the pillars had a '{ralﬁé
in potash of about $62,000.

Q And you are using that comyutation in connection with youp

computation as to the prospective value of the o0il in the same sige

plllare?

v_,{ =g
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A Yes, sir, I will.

Q Now, before going on to Exhibls No. 4, are you familiar

with the notice of intention to drill filed by Mr. Colton in this

case?
| A 1 am.
Q That states he will comply with all of the provisléns of
order R-111-A?

A 14 dcee.

Q you are familiar with Mr. Colton's jease and the term of
that lease?

A I am.

Q  That lease verminates March 31s%, 19627

A That's correct.

Q That lease encompasses what area, Mr. Montgomery?

A

It 1s the u/2 of the SR/4 and the N/2 of the SE/4 of

section 29.

Q 120 acres, including the propossd location?

A Yes, sir.

< Ia there any production on that lease?

A No, sir, there is not.

Q In the absence of production that lease will terminate a

year from nou?
A That's correct.

Q " Refer to your Rxhibit b, now. Mr. Montgomery.

A Exhibit 4 is a Yates structure contour map on which 1 hgxi

<&
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contoured'the top of the Yates formation and 1ndicated my 1nterpr€1
tation of what the structure in thls area indlcates. You will
notice in Sectlon 29,'at(the loca%sion of the proposed Colton well,

1t is our interpretation that we expect %o encounter olil reserves

of a considerable magnitude.. This 18 the old Lynch Fool over in

thc center right-hand portion. The North Lynch is up in the norﬁi-

~0l1 on down

- -

Regionaliy, we have a ridge that runs from the test
{nto the Lynch Pool area. The Lynch Pool was discovered back in th
late 20's, it was developed; for all practical purpASes, in the
36': antil about 1958, operators began to drill on the margins of

this pool and as of January 1, 1958, there were 32 wells in the

pool. As of January 1, 1960, there were 54 wells 1in the pool.
Q The proposed Colton location 18 a half mile step out from
the Lyneh Pool; is that correct?

A Yes. sir, it 1s.

Q  There is one well located 2 nalf mile directly east of tr.T
groposed losation?

A That is an abahdoned iocasicn, and T have entered a con-
ventional abandoned aymbol there. Houevér; I understand the people

are interested in developing the‘acreage.

There 18 a well to the scutheast, 18 that right?
That!s correct.

Approximately one-half mile away?

= O » P

Yes, sir.

T T T LT T N U T g ~

Fult portion/of the map, and the test pool 1is continuous‘in this arej,
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’ oar1y 20's, Some of the 1ater‘devélopments have been drilled in

Q What computations have you made as to the estimated value
of the preoduction from the proposed location, and particularly with
reference to the pillar which might be required to be lefﬁ to suppofpt!
this well location?

A To be redundant, the piliar is wbrth about $52,000 as
testified earlier.. The Lynéh Pool, gccurate’reservoir data is

dAirficult to accumulate because of the wells drilled back in the

recent iimea under modern tachnology. However; this pool 1is so
prolifi;'most of the operators drill to the top of the pay and
barely scratch it, don't go on and drill all the way through the par.
Calculating the reserves on the pool with normal engineering data :
is not particularly valid. However, I think the acid test 1s what
has the field done in thepast 30 years. Actuaily, it is one of the
most prolific fields in New Mexico, 1f I might throw out the Hobbs
pool. There are only four wells in New México that have produced
over a million barrels of oil. Three happen to be in this Lynch
pool. There are only three wells in New Mexico that have produced
over two million barrels. All three happen to be in this Lynch
pocl., It is a Seven Rivers reef, encountered at avbout 37CC faat.;'”i , L
The discovery of this pool focused the interest on the potentials
of New quico dnd is, in my opinion, one of the major reasoﬁs why
the operators began to move into New Mexico. Prior to that time

discoveries in this par: of the Permian Basin had been relatively

insignificant as far as productivity is concerned, just as it was

©
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half or three-quarters of their reserves. Taking oil at $3.00 a

ALBUQUERQUE, NEW MIXICO

the drilling of an 0il well whilch caused the discovery of the
potash in the potash area. Perhaps that is thilosophical, but
interesting.

Up until Januvary 1, 1958, this pool had reco&ered almost ten
million Sarrel;'bf oil, and that made an average, per well, ﬁaking,
the poor ard good together, of about ;86,000 barrels of oil per welfll.

Many of these wells are still producing, and probhably have produceﬁ

barrel, in presuming that we just get an average well for the pool,
and not an above-average well, we expéct an income from this well
of $553,300,

Q Based on an estimate of $62,000 worth of potash in the
pillar uhich’yould be required, thatﬁis}approximately 20,000 barrclL
of oil? G

A That's correct.

Q And in drilling this well you would hope to be talking
about obtaining in the neighborhood of 200,000 barrels of 6il?

A That's correct.

Q Ha;;vyou calculated it down to the pillar, to the value
of the oil in that pillar, Kr. Montgomery?

A It would be equivalent to about 20,000 barrels of oil.

Q Actually, the pillar itself would have as much value in
oil as 1% would have in potaéh?

A Many times more. Actually, we are talking about the valug

of the pillar, Presume th -

P




N s e ey

DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHONE CH 3.6691

ALBUQUERQUE, NEW MIXICO

ace 46

|recoveries in the neighborhood of 200,000 oarrels of o©1l?

‘Iis & reasonable probadbllity of obtalning an oll well in this lo-

they Btate they wouldn't anyway -- presume they %took it all out,
We are tallting about an average well; we are talking about tliree to
four times return.

Q In the locabtion itself it 1s hoped thaf you wauld obtain

A Or more. We have the potential. The vest well in the
field produced 2,700,000-odd barrels of oll. At present day valué;‘Vﬁf
if we are fortunete enough to get a well of that character, that
would be an income of excess of $8,000,000. |

Q Based upon your geolegic interpretation you think there

cation?

A | Yes, As previously testified, indicated, the well in the
NE/4 of the NE/4 of Section 30 actually, under present day con-
ditions, would be a producer. This well 1s on trend with the
Lynch pool and there is adequate structure control in there that
Mr. Colton 18 willing %o gamble a sizeable investment to drill the
well, | |

Q In the absence of drillingva well, that«location would
terminate March 31st, 15627

A Yes, sir, that's correct.

Q In the drilling of ﬁhat'uell, Mr. Colton has agreed to
abide by 2ll the prﬁvisions of R-111-A; that would include plugging

in the c¢ircumatances that it should be a non~-commercial wel} or a

ldry hole?
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That's correct, We .jus’c want 'so drill the wells )
o 1Is there anything further you care to state with refer-
) | ence to any of your exnhibits, M. M. atgomery?
- _ A  That is all I have.
g
z Q Were Exhibits 1 through -4 prepared by you?
£ (Y]
S % A mney were.
- s " , '
! =~ M. BRATTON: We offer Earl Colton's Exhibits 1 through
. 3 |
v & 4 in evidence.
E ,
‘ A MR. PORTER: Without odjection Exhibits 1 through B will
- «n be admitted into the record.
- . QO '
e E Just one Qquestion, Mr. Montgomery. ‘I‘hen we will recess for
B~
- << junch. What 18 the projected depth of this well?
) 8 A 3750
- Fﬂ * |
- = ¥R. PORTER: Thank you. Hearing will recess until 1:30
- '+
: E at which time the witness will be recall for cross exanmination.
- = tr -
- - (Whereupon, the hearing was adjourned until 1:30 P.M.)
- E *u¥ ’ -
- , ) ,
- E o MR. PORTER: Hearing come %O order. We ask Mr. :-‘.ontgomr*
-~ < :
'_‘ ‘é 2: to take the stand, please.
= _ ; wo  pORTER: Does anyone nave any questions of the sitnzs*?
3 CROSS EXAMINATION
- * |BY MR, BLACKMAN:
". . ’ e
. _ Q You testified that in your opinion the pool there that I
think is named the Yates Pool would probably Jjoln up or connect
v n
jWwitn_wize w.,t vool, T vome!wmwmm’

i
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;} ' A I was speaking more on regional tectonies, actually, than

physically connecting up by actual production. i meant that the
test pool and she Lynch Pool were on the same poslitive geologilc
— trend. That was what I meant to convey.

MR. BLACKMAN: That 1s all.

i
PHONE CH 3.6691

MR, PORTER: Anyone else have a quéétioh of the witness?

BY MR. PAYNE:

Q Mr. Montgomery, what is the drive mechanlism in the Lynch
Pool?

A It is water drive, most of the wells water drive mechanish. ,

Q The area we are discussing here today, is that aléo water‘ N
drive? j

A In our opinion it probably will be. There are a few wells
in the Lynch area that are proba?ly gas sclution drive. There are
some stringer sands that produce around the Lynch from the reef
proper. Of course, we are hoping to hit the reef. |

Q If oll and gas wells were drilled in here, and if they
were plugged in accordance with the provisions of R-111-A, is it

your feeling that from a safety standpoint, at least, the potash

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, NEW MEXICO

depoiita would be brotedtéd, leaving aside tnis fastscr of having
to leave pillars which might hurt economically?

. A I don't believe there has ever been anypast history to
P base an answer on such a thing.

v Q In your opinion, if you plug a hole from top to bottom

4

with cement, one of these special kinds of cement such as Dow Chemi

- ‘ } >
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Jaad gas escaping-ous-of-that plucging job if any oil and ges re- o

cal Company puts out, do you Ceel there is much likelihood of oil
main after the well is abandoned?

A | I would say probablyrnot. I think it would be a very
speculative answer for anyone to make,; bui I believe probably not.

Q  The wells that have been drilled in this area, I belleve
you testified some Qere rather 0149

A Yes, sir,

Q These wells wWeren't drilled in accordance with the casing
program set forth in R-111-A?

A No, sir, they were not.

Q | Do you, of your own knowledge, have any evidence that the
potash deposit itself was damaged by the drilling of these wella?

A No.

BY MR, BLACKMAN:

QJ I would like to ask Just4one question. Would you care to
duglify your ansver any about the qualify of the seal job in an oil
well using all the newest techniques on condition that you got a
good céﬁent Job and lmew you had good contact with the cement, boih
inside the pipe and outside the pipe

A ;I would say it woul& be perfectly safe,

Q If you got that kihd of contact you would be‘berfectly
safe, but if you didntt you probably woﬁldn't?

A Pogsibly not,

MR. PORTER: Anyone else have a question. Witnees may be
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excused.
MR, BRATTON: I belleve that conecludes our cassa.
MR. PORTER: Mr. Kollahin.,
MR, KELLAHIN: I would Jike to call Mr. Motter.
MR. PAYNE: Were you sworn this morning, ¥Mr. Motter?

THE WITNESS: Yes, sir, I was,

called as 2 witnees, having been previousaly duly sworn, testifled
as follows:

DIRECT EXAMINATICH

BY MR, KELLAHIN:
Q Would you state/your r.ame, please?

A" En Fo &otter.

Q by wiom &ifé you omployed and in what position?
A Citles Service Petroleum Company, Division Engineer,

Hobbs Divistion,

Q That 1s the same as Cities Servide €11 Company?

A Yes, sir. we-had an official name change the first of
this year,

Q Have you testified before the 01l Conservation Commission
as a petroleum engineer and made your qualifications a matter of
record?

A Yes, I have.

MR. KELLAHIN: Are the .witness's qualifications a*eepﬁabl#

MR. PORTER: They are.

®

n
H



Q (By Mr. Bratton) Mr. Motier, are you familliar with the
application which was filed 1In bchalf of Citles Service Peﬁroleum
Company in Case 2183°?

- A Yes, sir, I an.
Q WOuld}you outline for the Commission the steps which led

to the filing of this application?

)
PHONE CH 3.6691

A Yes; I think as you pointed out earlier this morning, we
ifiled an intent to drill January 13th. Copy of that application, |
along with the letter and a location plat, was submitted to the
Potash Company of America, the holdér of the potash lease, on the
'118th of January. ﬁe received a copy of 2 protest which had been
filed by the Potash Company of America with the 011 Conservation
Commission and on January 27¢th, after unsuccessful arbitration, we
filed an appliéétion for'hearingik | | |

Q Mr. Motter, you heard the testimony which was presented
thié morning by Mr. Montgomery in behalf of both Cities Service and
the Earl G. Colton applications, did you not?

A Yes, I did.

DEARNLEY-MEIER KEPORTING SERVICE’, Inc.

- :
- § Q  Are you in agreement with the testimony which was presentrd
- ; by Mr. Montgomery?
; g A Yes, I an.
~ : Q Referring to what has been marked as Exhibit No. 1, would
f F you outline the situation as 1t exists in regard to the Cltles Serv

L

ice nells?

®©
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1 I would 1like to explaiit that that 1s 2 direct offget to a well whie

| within the oil-potaah area as defined by Order R-111-A?7
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cation 12 right here at this blue dot in Section 18 South, 34 East,

Referring to Fxhibit 2, if I may go on, thie agaln points 1t out;WV%

we have had producing ior ﬁ number of vears. It is offset to the
2gst by this older Qell, offset to the noerth by a well which has
been produciﬁg_abproximately three years, There 18 a d4dry hole to
the south of 1t, and we have one additional well about two diagonal
locations northwest, We have drllléd several wells in the test
nool. gll thie 1is undér leages held by Potash Company of America.
This 1is our first pfotest to any of these wellé.

Q The area involved on the Cities Service application is

A Yes, it is.

Q@  Is it in the area set out by the Secretary?

A No. It is approximately one and é half miles from the
eastern edge of the Department of Interior area.

Q What is the locatlion of the proposed well?

A The proposed location for the Jewett McDonald AA No. 3
18 660 feet from the South line and 1980 feet from the East line of
Section 18, Townskip 20 South, Range 34 East.

Q Is that a standard location under the rules and regulatio#s
of the 01l Conservation Commission?

A Yes, sir. It is being drilled in the center of a 4J.

Q Dc you have any other comment to make on any of the

Lexhibits which have heretofore been offered?

®
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A Yes, I think 1t would.
3 Q Have you prepared a Structure?map of the area involved in

~ this application?

A Under my supervision our geologist péepared this map.

PHONE CH 3-6691

Q Is that exhibit marked as Exhibit No, 67

A Yeé. We have a red circle there indicating the proposed
location. This structure naplis made on top of the Yates and has
a contour interval of 50 feet.

Q Does that substantlally coincide with the contours as de-
plcted by Mr. Montgomery?

A Yes, substantially. Of course, there is always probably
a little difference of opinion on geology, but this agrees very wclh,

I believe. ’

| Q Have you made any study of the upper Yates formations and
prepared an exhibit markec as Exhibit No. T?

A I have. This particular area we have been able to define|

two pays in there, the upper and lower Yates. The upper Yates is

DEARNLEY-MEIER REPORTING SERVICE, Inc.

5
L g found productive in the Cities Service Jewett McDonald No. 1, the
i ; east offset. It %= also productive in our No. 1-C, Jewett McDonald
. g No. 1-C, two dlagonal locations to the northwest. This map indica
T ';« that at this particular interval we can probably expect some 30 re:L.
e of nat pay at this location. I have calibrated that in this parti-

cular 40 in the upper Yates and we anticipate approximately 1,025

r
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Yasci formation for the moment?

we have sample logs on our 0ld well, Jewett mMcDoON naia—

u.
)
-

M ~i7w~Hewha
checked the electric logs aczainst the core and found very close
relationship from which we went ahead and made our caleculations as
to oil in place. On the .upper pay this was broken down into about
four dif:erent porosity and permeability streaks along with a 1ittl
variance:in water_saturation, and I came up with 1100 barrele cof
oil in place per acre foot.
Q That was in the upper zone?
A That's correct.

'Q  Does that complete your testimony, then, as to the upper ) .

A Yes, 1t does, for the moment.
Q Referring to what has peen marked as Exhibit No. 8, will:

you discuss that exhibit?

on qhieh ihe well is to be located I have estimated 925 acre feet

barrols per acre toot; applyins those figures, if I may go on a

A Nc. 8 is the jower Yates pay, and agsin, in the 40 acres

of pay, with the pay at the well jocation belng approxima&ely 25
reet of net. Again, this was interpreted from electric logs and

core analysis. The oil in plece on this lover pay calibrates 975

littlcjturther -- the old Jewett McDonald Well which has been there

quite sometime has 2,021,000 varrels of oil in place under that

lease. We do not have the exact formation volume factor, 80 I have

jused one that is acceptable in this pay of 1.25, giving 1 610,700
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|come up with about 23% of oil in place. Using the lowering value of

|Jenuary 1, 1961, hae produced 178,858 barrels of 0il. At the declihe

it is eétimated there is 2 remaining primary down to an e¢onomic

1imit of some 90 barrels of oll per month, of 64,400, which, added

rate, which has been fairly constant for the last four to five yearp,

together, indicatea that we should recover a total of 243,258 barrels

stoek tank oil from this well. Dividing that by the nil in place w
come up with primary recovery factor of slightly over 15%. I have
applied some of these figures to a couple of other wells in the

area, for instance, the Hutchins well, taking the accumulated pro-

duction and what we anticipate 1t will produce, we have actually

primary recovery, I havn calculated that the proposed location, thei

Jewett MecDonald AA No, 3, we should reccver some 244,000 barrels
primary oil ét a coat of about $3.00. This indicates #733,006.
'Q  Is that the return, then, you would anticipate on the

proposed well? |

A That would be the gross return, yes.

Q Have you any other production history figures you would
gare to give?

A I éﬁink I have pretty well discussed all the production
mitory we have ueed on this. Like I say, this well is an offset
to these two wells, and I feel that is fairly reliable information.

Q Do you have a per acre valuation?

A Well, ves, At this proposed locatlon that calculates out

®
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_[to $18,300 per acre gross value,

NN
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14n this area?

I think we could safely expect another 15%, which,fagain, 18 a

Q That 18 related to primary recovery, is 1t not?

A That's correct.

Q In your opinion is there any chance for secondary recovexy

A Well, yes. From our experience in the Permian Basin and
looking the thing‘over as'a whole, I find'no blace where we cén say
there has been a tgilure in secondary recovery in this type of for-
mation, Although thié is a somewhat smaller area there may be sub-
stantial development. I shouldn't say substantial, enough, another
three or four wells in the future, so that it would quite nmolﬁ

pay us to go with a sesondary recovery program. If that were true

minimum figure in my estimation.
Q. What would the gross values be on the acreage involved?
A Well, that would be primary and secondary, considering
secondary equal to primary, that would be some $1,466,000 or a
little over $36,000 per acre.

Q Do you have any rurther information on valuations?’

A I believe th&t I all. I have made numerous other valuations

in the area, but I think these are the most pertinent to this partih

cular well.

Q Were Exhibits §,

6..7 and 8 prepared by you or under your

supervision?

A }Yeu, they were,

i o
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T

MR. KELLAHIN: At this btime we would 1ike to offer in

| eyidense Exhibits 3, 6, 7 and 8.
wp, PORTER: If there 18 A0 objection the exhiblts will
be admitted to the record.

o  (By ir. Kellahin) Mr. Wotber, what is tne situation as
to the lease held by Cities Service petrolewn Company ab the
present time? ’

A IG is peing held by production.

Q Is that a new jease or old lease?

A That lease was faken as a prospecting permit, I think in
1926 or 1927. 1t was converted to an oil and gas lease in Septein-
h§r, 1931.

Q and 1t 1s presently an oll and gas lecase?

A Yes, 8ir, it 1s8.

Q Do you have anything else to add, Ur. Motter?

A Nothing pertinent, I don't bvelieve.

MR, KELLAHINt That 1is all the quecstions I have, Hr.“
| ,

porter.

MR. PCRTER: poes anyone have any questions of Mr. Motter

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALSUQUERQUE, NEW MEXICO

BY MR. PAYNE:

Q Mr. Motter, do you pelieve there 18 commanication petween
the upper Yates and the lower Yates 1n this area?

A No. I have the jogs herc. They are some 35 to 4O feel ‘

apart. I don't pelieve there 18 any commanication, not the type
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fracture a zone. You could, oftontimes, fracture into communicatioh
but I frankly doubt 1%,

Q' Cities Service doesan't have any present plan to dually
compiete any wells?

A No, sir. This production is all permissible under the
North Lynech rules to produce rrbm'all the Yates,

Q  What do you consider to be the drive mechanifm in this
areat | ‘

A Doﬁn in the Lynch Pool.ue have evidenée of a fairly
active water drive. In our particular area, the North Lynch, I
don't bolieve.we have a very active water drive. We 4o produce
some small amouﬁts of water, but due to tha fact that the Jewett
MeDonald No. 1 has produced such a long time at fairly low rates, I

don't think we oan 3ay there 1s a real active water drive in this

o~

area,

Q If you 414 waterfiood in this area and at the end of your|
secondary recovery operations you plugged the wells in accord with
R~111l-A, could &ou shut off this water effectively?

A I think you could wit: vour current cements. I think you
could get an adequate bonding to shut off this bottom water,

Q  This designation of the potash area by the Secretary of
the Interior, what date was that that this area was delineated?

A I think Mr. Bratton :cinted out, I think it is 1951.

Q  As you are undoubtedly aware the 0il Conservation Com-

~a

)
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1930!'s, I assume 1t contains no potash-oil Stipulations?

mission has, from time tu time, extended the potach-oil area upon

request of the poiasn companies. Do you kmow if the Secretary of | .

the Interior has ever extended his oriéinal-delineation?

A I do not know of any eitén81on. I have been told this 1is
a deletion rignt in here. |

Q Do &ou know 1f he has ever been requested to make an
rextehaion? | (.
A I have been advised there would probably be a ;hyision

made sometime. When, I do not know, am not able to tell you.

'Q Inasmuch as your lease was executed back in the early

A There 18 no potash stipulation on our lease.
MR. PORTER: Anyone else have a questicn?
BY MR, NUTTER:

Q@ Do you believe the drilling and casing program as out-
iinad in Rule 1iiéA'éoﬁteﬁplatea the*use-af & string of pipe set atl
3300 feet and then a liner installed in that, or would it require a
full length of productlion pipe?

A Frankly, my interpretation is that this particular pro-
posal fulfills the obligation. It i3 my understanding that the oil
sone shall be cemented off with casing to the surface. The type of
1iners which we use are completely packed off in this 7-inch pipe

80, a8 far as I am concerned, you might consider that one continuouF

string of pipe.
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& Probably about 50 fest,

MR, PORTER: Anyone ¢lse have a question? ﬁitncaa may be

sxocused. Does that conclude your testimony?

| MR. KELLAHIN: That concludes our testimony, Mr. Porter.

MR, PORTER: Does anyone else desire to present testimony

PHONE CH 3-669)

in the case? ‘

MR, BRATTON: I would like just to state for the record,

our lease does not have a potash stipulation elther as it was also
executed prior to the potash area designation of the Secretary.
/ MR. BLACKMAN: If the Commission please, I would like to
| 8tate also that the two potash leases involved in his area d6 not
contain the ao-called oll ciause since all of them are outside of
the»Federai designated area. | o

MR. PORTER: Anyone have any statements to make in the

case?

IER REPORTING SERVICE, Inc.

)

’j5§ A MR, LOSEE: I would like to read a statement in the rﬁcpﬂp‘
},Eg which is made in support of the application of these two o1l 6§0r&~ ~
| E g |tors in Case 2182 and 83, to drill wells in complliance with Order
;g g R-111-A of the Commission. The statement represents the positions
o Fl ; of my clients with reference to the matter.
‘g The Order R-1l1l1-A was adopted by thsgConmisnion in 1t5 present
]

form on October 15, 1955, after voluminous records and 1cngthy'
testimony from both industrieag At that time both of thes industiies

voiced satisfaction with the order, and although the drilling pro-

| gram provided for by the order required additional expenditures by |

®
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’EEZ”SIE*ZSiiiibrs, the oil industiy has"aompliedmwith»thiswordngWw
from the date of its promulgation. A largze nunmber of wells have
peen drilled and completed within the potash oil area since 1955
and as long as no exception was requested under R-111-A, and as long

as the lccation was not’withln'an active withdrawal area, the potash

PHOME CH 3-6691

1ndnstry had not protested the drilling of any of these wells.

“

, Inc.

It now appears that at least one potash ccmpany will object to

the drilling of any wells in the potash-oll area, ever though full

MEIER REPORTING SERVICE

oomgliance with R-111-A is proposed, and require the matter to be

heard before thz 09mmission. his seemingly arbitrary position of

X

the potash company;{§r companies, will 1mposé~add1tional expense:

and delay in the drilling of wells in the area. From this position
By cliénxa‘wondef Af they ape to zssume, whether this potash comp
now desives to repudiate Order R-11l-A. If these arbitrary ob-

Jections t§ the drillirg of wells a greab aistance away, in this

case some 15 miles from the closest potash mine operation; is con<

tinued by the potash industry, then 1t seems there will be no altcr*
native other than request an smendment to Order R-111-A whiech would

dslete the right of proteat by the potash company unless the pro-

DEARNLEY-

ALBUQUERQUE, NIW MIXICO

‘posed location was within a reasonable distance of actual mine’
operation.
In view of the long-standing satisfactory prelationship of the

two industries, 1t 4= hoped that this alternative will not have to

ve resorted to. I think, as Mr. Bratton sald earlier, the oil

_npgnaznnn_J3nu3ﬂuﬂua5LjnLjgQg_g&g&gggni_n9pg_ihg_pniaan_indnn;zz__

®
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i _ will see fit in the future to comdly with the intent and spirit of
;{A ' Order R-111-A by not msking arbitrary objections to all proposed

locations in thepotzsh-0il area.

- = MR, XELLAHIN: If the Commission please, without repeat-
4 ) : |ing the matters which were raised in our motion to dismiss the
: 3 | , 3
§ protest of the Potash Company a Tew moments ago, I would like to ‘

point out that whatawe are really deaiing with here is the efforts
{on the part ¢f one potash company,‘which is nining some 23 miles

away from the present site, to block any further development in a 1

pocl which has already been developed on the basis of the highly

[S——

speculative and conjectural proposition they may, at some future
date, want to develop_iﬁ. They have admitted by their own witness S ]
they have no development program outlined for ﬁhe area involved herL. |
They have admitted by their own witngss,fas of this date they do

not even know if 1t would be economic to mihe'thia area under its
| present condition with the oil wells which have already been drillefl
in the area.

Therefore, they are asking the oil companies to wait on a spech-

4
DEARNLEY-MEIER REPORTING SERVICE, Inc.

e
i g lative basis, for an indefinite length of time, uniil they finally
e ; determine what they want to do. Meanwhile the owners of the oil
i g leases are ready and willing and anxious to go ahead with develop-
~ : ment.
L ) , MR, BRATTON: If the Commission please, as Mr. Kellahin

has said, we will not go into our motion in detaill. I would like ¢

: point out very briefly one or two salient facts, What has been |

O
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|Exhibit No. 1, was withdrawn entirely from 5il and gas leasing in

|ber 18th, 1951, which started off that the purpose of the order is

referred to as the Secretary's area, the area outlined in black on

1939 by the Secretary of the‘Interior. That was a complete with-
drawal for the setting aside for the purpose of potash development.

That order was revoked by the ordar’previously referred to of Octo-

to provide for concurrent operations in the prospecting for and the
development and production of 01l and gas and potash deposits owned
by the United States within the area herein designated. That was
the Secretary's uolution in that area. He abandoned the complete
withdrawal and went to the concurrent development.

" fThere are, of course, areas of State lands and fee lands in
addition, and, as has Deen pointed out, oveé mény, many months and
mich blood, sweat, toil and tears, Order R-111-A was hammered out.;
As this Commission is well aware, it was stated in Order R-1ll-A
that the object of these rules and regulations is to prevent waste,
protect correlative rights, assure maximum conservation of dl, gas
and potash resources of New Mexico, and permit the economic'recovery
of 0il, gas and potash minerals in the area hereinafter defined.

A8 has been pinted out, the denial of our applications and the
granting of Potash Company of America's application in this instancp
in effect makes Order R-1lll-A a cbmplete withdrawal of something
over 200,000 acres for speculative future potash developnnnt.

'widi;wiﬁibrar'as my client is concerned, we are talking about

protecting his correlative rights, If we are denied indefinitely hb

e s SR L Segdo Tt gl o
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_{this be gurned into 2 comﬁlete.potash reserve.

won't have

out a year from NOW. As a matt

Commission vO act a8 speedily as 4t can in this matter as the opera

tine agreemant under which ny client 18 operating would have term-

inated goday, other than for a short extension granted. We believe

that, clearly, it névpr was t!e intention of this Commissibn or the

po%aSh/indn;try, and certainly*not of the oil and gas 1ndustry, that

MR, BLACKMAN: If the Comaissicn please, this seems to me

¢o be & proulien in con:ervation that, on acoount of the past actio

voth of theﬂSecretary of the Interior and of the 011 Conservation

commission, gertain rulings and regulations nave been set up, and

we feel that this Srotest is made within ThS ourview of the rules
and regulations, particularly'n-lll-A. in ordsr %° zive the

Commission an opportu unity to see just what the problem i, and just

. |vhat 18 nappening, and what has nappened in the past.

1 don't want to EB° pack over the argumenx 1 made 1in oﬁpositlon
to thelir motion for adismissal in the middle, vut I would like to
point out that an effort has been made to make ghis appear that thif
is & potash pillar valued at sonmeé 365,000 related to an oll and gas
well of some 5250, 000 barrels, OF ‘maybe even 4n exce - Of that. I
wanted to point out to the Commisslon that we hzre have evidence

the record which indlcates that 1f the value of potash, pased on

\ths minimums , I ma¥y say, are something 1n excess of 420,000 per
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e8t1TTed to be Two-thirds of tﬁat amount or;313"300 valuation per |

that hss been shown up there ‘on Exhibit No. 3, you take in some

abproximately 600 acres of area which is denied to secondary mining

on the basis of the drilling, the actual drilling of the well., We

are not talking about the small values here, gentlemen, we ar: talkr

{
PHONE CH 3-6691

irig about the valuation in the entire area in the nelghborhood of
/412,000,000 on first mining and an a ditional $8,000,000. We are npt
here today making an argument on second’ary mining, ®cause it hap-
|pens these leases are within an area to‘which secondary nining has
already been denled. It is verydoubtful if this area is drilled
out and we get a well on each 40-acre tract in here, whether there
will be any economic value left in the potash, andéd this, from the
ﬁoint of view of the State of New Mexicec, it would be a very sad
situatien.

We are not able to state now -- I wish it were possible -- but
we are not able now to state when this will be mined and developed,
or whether it will ever be mined and developed. It is probably now

marginal. Nobody can tell you as of now what it is, but the overall

}
DEARNLEY-MEIER REPORTING SERVICE, Inc.

vnlu;tion ol 1%, based on e previous testimony of the approximate

area of 10,000 acres, with an approximate valuation of $20,000 per

ALBUQUIRQUE, NEW MEXICO

acre on first mining, is some $200,000,000, and on first and second!
mining together is some $333,000,000. So it is not just a small

problem. It 18 a very real problem, a very real problem for the

 solution of the Commission, and we suimit it to you gentlemen hoping

. ; >

——

acre. If you project on the basis of the °300-foot radius oirele |

I I e
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you will see the problem Potash Company of America is faced with

and the Statg of New Mexlico 1s faced with 1if the reserves in this

particular area are completely denled.
MR. PCRTER: Anyone else have anything to say in this

case, either one of the cases?

MR. PAYNE: We received a communication from John Trigg,

in both cases, concurring with the application of the oill operators

to drill these wells,

MR.PORTER: If there 1s nothing further to be offered in

the case we will take it under advisement and take up next Czse
2184,

STATE OF ’mzw MEXICO )
COUNTY OF BERNALILLO ;

I, JUNE FAIGE, Court Reporter, do hereby certify that the
foregoing and attached transeript of proceedings before the New
Mexico 01l Conservation Commission at Santa Fe,_ﬁew Mexico, 18 a
true and correct record to the best of my knowledge, skill and
abllity.

IN WITNESS WHEREOF I have affixed my hand ahdrnotarial seal
%his #3rd day of February, 1961.

-

zfjkéﬁﬁz faegl —

Notar§<?hblic - COEf% Reporter
(Y4 .
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e : . IN REPLY REFER TO:

UNITED STATES
DEPARTMENT OF THE INTERIOR
GEOLOGICAL SURVEY

P. 0. Box 829
Carlsbad, New Mexico

January 31, 1961

Mr. k. H. Blackman, Jr. :
Residant Counsel \
Potash Company of America

P. Q. Box 31

‘ Carlsbad, Bev Bexico

Dear Mr. Blackman?

Bacently. you requested the opinion of this office as to whether or
not an oil test ptopmd to be drilled by Barl G. Colton in the
EEASEL Sactiom 29, T. 20 8., B. 14 K., BM.P.M., New Mexico, would
penstrate commarcial quality potash ore i€ drilled.

The records of this office show that the proposed oil test is

iocated j§ roximately 2,100 feet inside the potash orebody as delin-
eated by the oglca Tvey to cutoff limits of 4 feet of 14%

K0 for minisus commercial mineralirzation.

Plesss feel froe to use this opiniomn concerning the proposed oil
test location in any manney yov wish. ’

Very truly yours,

2. S. Rulton
Regional Mining Supervisor

5P 10d

“




GOVERNOR

2OHN BURMOUGHS
- - CHAIRM AN i

™~

Strte of Netw Bexicn
® il Gongerbation Commigsion

LAND COMMISSIONER - - \ ' STATE GEOLOGIST
MuRRARAY E. MORG AN ‘ i A, L. PORTER, JR.
MEMBER ‘ICRITAR' DIHICYOR
., 0. VIOX 871
‘ SANTA FE
February i8, 1961
. Jusea Esllahia
geilakis & You Re: (Case *-__’}_';m—
‘Pom 1713 ' Crder No. M

vll‘k; Yo, Wow Mexico

Cities Service

Dear Sir: o
Enclosed herewith dre two copies of the ahove-referenced
Commission order recently entered in the subject case.

Very truly yours,

A. L. PORTER, Jr.,
secretary-Director

ir/

4

carbon copy of order also sent to:

Hobbs OCC =
Arj:esi.a oCT —
Aztec OCC

e ————————
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N REPLY REFER YO

UNITED STATES
NEPBARTMENT OF THE INTERIOR
GEOLOGICAL SURVEY

P. 0. Box 829
Carlsbad, New Mexico

January 31, 1961

Mr. R. H. Blackman, Jr.
Resident Counsel

Potash Company of America
P. O, Box 3l

Carlsbad, New Mexico

Dear Mr. Blacikmean:

Recently you requested the opinion of this office as to whether or
pot an oil test proposed to be drilled by Cities Service Petroleum
Company in the SWASRL Section 18, T. 20 S., R. 34 E., N M.P.M,, New
Mexico, would penetrate commercial quality potash ore if drilled.

e s T AR T T

The records of this office show that the proposed oil test is located
wvell within the potash orebody as delineated by the Geological Survey

to cutoff limits of 4-feet of 14% KZO for minimum commercial mineral-
ization.

[avene"

Please feel free to use this opinion concerning the proposed oil \
test location in any manner you wish.

Very truly yours,

B Fst

R. S. Fulton : ]
Regional Mining Supervisor R

RSP:nb

BEFURE THE
OIL CONS: .V 1UR COMMISSION

/'//’ SANTA Fi, HEW LEXICO

CASE
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 ﬁﬂ KEEPING WITH THE PROVISIONS OF ORDER NO n—111a WE
‘sraaueLv URGE THAT THE RTGHTS OF OTL AND GAS OPERATORS
'ﬁaaaorecren BY YOUR COMWMiSSION AS THEY HAVE ‘BEEN IN THE
,?ﬁsr ARD’THAT THEIR LOCATIONS 70 DRILL IN. THE POTASH
;AREA BE APPROVED WETH THE SAME REGULARITY AS THEY HAVE

~ BEEN HERETOFORE=

OHN H TRIGGe

THE COMPANY WILL APPRECIATE SUGGESTIONS FROM ITS PATRONRS CONCERNING ITS SERVICE

2




IN REPLY REFER TO:

DEPARTMENT OF THE INTERIOR

GEOLOGICAL SURVEY .

P. O, Box 829
Carlsbad, New Mexico

January 31, 1961

Mr. R. H. Blackman, Jr.
Resident Couisel

Potash Company of America
P. 0. Box 31

Carlsbad, New Mexico

7 Dear Mr. Blackman:

Recently you requested the opinion of this office as to whether or
not an c¢il test proposed to be drilled by Cities Service Petroleum
Compeny in the SWASEX Section 18, T. 20 S., R. 34 E., R.M.P. M., New
Mexico, would pemetrate commercial qualify potash ore if drilled.

The records of this office show that the proposed oil test is located
well within the potash orebody as delineated by the Geological Survey
to cutoff limits of 4-feet of 14% KZO for minimum commercial mineral-
ization. '

?ieese feoal

£
test location

very truly yours,

B FreZm

R. S. Fulton
~ Regional Mining Supervisor

RSF:nb
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 POTASH COMPANY OF AMERICA [,

GENERAL SALES OFF!CES 1837 :-g "“‘-TJN \V—.\IIASNINGTON &:0-C-

SOUTHERN - SALES OFFICE 40& ¢ CANDLER BLDG - ATLANTA - GA
MIUWESTERN' SALES O?HCE FlRﬂ NA!IONAK BANK BLDG:PEORIA: LL-

EXFCUTIVE OFFICES
MINES AND REFINERY

CARLSBAD - NEW MEXICO
January 18, 1961

REPLY TO:

R.H. BLACKMAN,JR.

samey

RESICENT COUNSEL

0il Cox»\rvat1on Commission

Po Oo aOX 871
Santa“Fe, New Mexico

Gentlemen:

Enclosed find three copies of our protest to the
drilling of Jewett - McDonald AA No. 3 in SW SE-18-20-3h.

; » Very truly yours,
. L ’/J// )/ = o

/ /6/ ’(\/ // P
/ / Blackman /
Re;ident Counsel :
RHB:es
Enc. (3)

G ] T [ —— .
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

-
b
[
—
5

(i‘L.;

IN THE MATTER OF THE NOTICE

OF INTENTION TODRILL A TEST

WELL IN THE SW 1/4 SE 1/4 OF

SECTION 18, T. 20S., R. 34E., CASE NO. .2 /%3
LEA COUNTY, NEW MEXICO

FILED BY CITIES SERVICE

PETROLEUM COMPANY

OBJECTION OF POTASH COMPANY OF AMERICA

Potash Company of America, a Colorado Corporation, authorized
“to do business in the State of New Mexico hereby objects to the drilling
of an exploratory test well in the SW 1/4 SE 1/4 of Section 18, T. 20S.,
R. 34E., Lea County, New Mexico and hereby states: [

: 1. The land described above is within the oil-potash
1 area as set forth in Order No. R-111-A, as
amended in Case No. 278 before the Q. C. C.

2. Potash Cbmpé.ny of America is the owner and
{ holder of a U. S. Government potash Iease
covering said land.

N

; 3. Drilling of a test well in the tract specified
i will result in waste of potash deposits of
{ substantial value.

Respectfully submitted

Dated: January 18, 1961 Potash Compé]iy\of America

g
K. H. Blackman, Resident
“ : - Counsel




BEFORR THR OIL CONSERVATION coMMISSION

OF THE STATE OF NEW MEXICO
1M THR MATTER OF THE EEARING
/CALLED BY THE OIL COMSERVATION
|COMMISSION OF K¥M MEXICO FOR
/THE PURPOSE OF CONSIDERING:
! | CASE No. 2183

g , Ordex Ne. R-1883

APPLICATION OF THR OIL CONSERVATION
CONMIBSION ON ITS ONN MOTION, AT THN .
(RBQURSY OF CITIRS SERVICR FRYROLESM ' ;
IN THRE POYASN-OIL ANER, LEA COUNTY, g

" .

num“ummnt_s”o"qm:.n.u
Pebeuary 18, 1961, at Santa re, New Mexico, befoke the 011 Comsex-
me:nmo!lum. hereimafter referred to as the

WOM, om this 22nd_ day of rehwwswy, 1961, the Commission,
ptmmmumxmuuuman.mm ly advised :

, {
£1) Mummum‘gm von 23 required b
i=zw, the Commission has Jwrisdietien of this ‘:t“. and the abjnt.’

i
1

(3) That the applicamt's proposed is %o

b Witk ihe requirements of said Oxder Be. R-11i-A.
{4) That the Potash Compenme of rociics cnjedied €0 the
woposed location, arbitration umSworessful, and, as i
nmgmu.n-m-mtummmm

WY the 011l Comservation Cosmission.

(5) That the proposed o1l well location is approximately
twelve (12) miles from the nearest active potash operatioms, asd,
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| 1490" Top Rustler (Anhydrite) :
9% Csg. Set at 1500 |
| 159C" Top Salt
, 3190' Base Salt
" . i : g
7" Csg. Set at 3300 \g : 3290 Top Tansiil (Dolomite)
|
!
!
!
|
! £Tins WE
{ CiL 7o -
" ‘ S
5%" Liner ' . MIPREEE e o

Cities Service Petroleum Company
North Lynch Pool, Lea County, N.M.
Proposed Casing Program
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BEFORE THE OIL CONSERVATION COMMISSION

OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION
OF CITIES SERVICE PETROLEUM
COMPANY FOR PERMISSION TO DRILL
A WELL IN SECTION 18, TOWNSHIP
20 SOUTH, RANGE 34 EAST, NORTH
LYNCH POOL WITHIN THE POTASH-
OIL AREA.

L

"APPLICATION

AN A N

Comes now Cities Service Petroleum Company and

A T

applies to the 0il Conservation Commission of New Mexico

for permission to drill a well to be designated as its - AN

Jewett McDonald AA No. 3 to be located 1980 feet from

the East line and 660 feet from the South line of Section

18, Township 20 South, Range 34 East, in the North Lynch

Pool within the potash-oil area as defined by Commissicn

£
% vOrder No. R-111-A, as amended; and in support thereof
g would show: i
§ 1. ‘That notice of intention to drill was heretofore ”
? filed with the Commission.
’ %; ‘ 2. Objection to said well locatiawias filed with said
% ‘Commission by Potash Company of America.

3. Arbitration has been had with the Commission as

required by the provisions of Order No. R-1lll-A, as amended,

¥ " without success.




WHEREFORE, applicant prays that this application be
set for hearing as provided by the rules, regulations and
orders of the Commission and that after notice and hearing
as provided by law, the Commission enter its order approvind
the well location as applied for.
Respectfully submitted,

CITIES SERVICE PETROLEUM COMPANY

so. Nallodo

LILAHIN & FOX
. 0. Box 1713
santa Fe, New Mexico

" ATPTORNEYS FOR APPLICANT
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L BEFORE THE OIL CONSERVATION COMMISSION
D OF THE STATE OF NEW MEXICO
/,;‘;"j;:. v:il """ T ) R T -
iz i IN THE MATTER OF THE HEARING
i CALLED BY THE OIL CONSERVATION
! COMMISSION OF NEW MEXICO FOR | P 5
| THE PURPOSE OF CONSIDERING: }/

o
ITRTVIN o
vl S

l\(\f’ (“/ CASE No. 240 .
/ L 7// g Order No. R- ALE

APPLICATION OF THE OIL CONSERVATION
'}/‘ COMMISSION OM ITS OWN MOTION, AT THE

BY THE COMMISSION:

This cause came on for hearing at 9 o'clock a.m. on

. 1961, at Santa Fe, New Mexico, before the 0Oil Conser-
vation Commission of New Mexico, hereinafter referred to as the

"Commission.*®
’ NOW, on this________ day of _FeBFWATY , 1961, the Commission, ' N
a quorum being present, having considered the testimony presented
and the exhibits received at said hearing, and being fully advised
3 in the premises, ST R :
" FINDS:
(1) That due public notice having been given as required by
S law, the Commission has jurisdiction of this ;91153 and the subject
15,& matter thereof. . . bty /: A

LW

2) That the ncut./Pom. "?f iom
@ e 11 £60 te/- g m av?
N te Zent Lin. ) Sectiree 135,

;/75‘0 g} 4 Township 20 South, Ramge 34 Rast, m.‘mm.um.

wvhich acreage is included withim the potash-oil area as delime-
5 ated by Commission Order No. R-111-A and subsequent amsndmants
(3) That the applicant's proposed casing program is to
be ummmvzmmwumdomn. R-111-A.
(4) That the Potash Company of America cbjected to the
proposed locatiom, arbitration proved unsuccessful, and, a3
provided Dy said Order No. R-111-A, the matter was then heard
by the 0il Comservatioa Commissionm. »
(3) That the proposed oil well locatiom is approximately

RO



= , : '
CASE Ro. 2182 g
f:orddr No. R~

twelve (12) miles from the mearsst sctive potash operations, amd, =
i - ‘furthcr, it is speculative and conjectural as to when, if ever,
@ ( i the area in which tho location is proposed wil]. be mined for ?
§ potash, and, inasmuch as there are ub present plams for such :
| z;n.txu.nq the oil and gas lessee should e allowed to drill the
subject well and produce it to depletion, at which time, as
raflected by the evidence, said well could be plugged in such
a manner as to protect the potash reserves.
(6) That in view of the circumstances set forth ia the
] preceding finding, denial of the right to drill the subject
.f' exploratory test well would result in an impairment of the o&i’
and gas lessee‘s correlative rights, particularly since a number
Of o1l wells have long since beea drilled ia the gemeral area.
(7) That the applicest should be permitted to drill the
subject well. N
%/ﬁoﬁ/ﬂ# mup 50 abatn Hompe 54 Bast, moem, Lea County, New Mexico,
H FROVIDED HOWRVER, That the subject well shall be compisted o
% and plugged in full complisncs with the requirements set forth
; mr‘;:;dmn.mmo.mm&yuwum
: i
A :
it i




