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CASE 6753: AMAX CUEMICAL CORPORATION . \ o ’
FOR AMENDMENT OF ORDER NO. R-111-A, EDDY ;
COUNTY, NEW MEXICO .
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b o.. "DIOW & FEEZER, P A.
;‘ FEB 24 1088 ‘“ ATTORNEYS AT LAW
CHARLES A.FEEZ.ER' T e et COW BUILDING
O!L C(\r\:(‘ e '\.:n‘l D!\”g‘oN PO BOX 128
" . CARLSBAD,NEW MEXICD 88220
SANTA L ’

JAMES L.DOW

ass-21868%
AREA CODE 50S

February 20, 1981

0il Conservation Commission
P. 0. Box 2088
Santa Fe, NM 87501

11A - Amax Chemi
, se No. 6753.
ATTN: DIRECTOR. _ ’ T

Re: Lxtension of R-
Corporation - C

11

Dear Sir:

o On December 16, 1980, I filed a Motion to Dismiss with
rrejudice the notice of appeal filed over one year ago on January 7,
1980, and never pursued by the Petroleum Corporation of Delaware.

. I am anxious to close the
appreciate your informing me if the
tion of Delaware have given you any

record on this case and would
attorneys for Petroleum Corpora-
indication they want to proceed

with the appeal; and if not, do you wish me to draw an Order or fix

a time for hearing and have me personally appear in connection with
this Motion?

Very truly yours,

DOW & FEEZER, P. A.

ﬂ/ﬁ%m/u/

CAF:ah C. A. Fecezer”

cc: Mr. Robert D. Brown
cc: Mr. Harold Hensley




STATE OF NEW MEXICO |

ENERGY anp MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

POST OFFICE BOX 2088
STATE LAND OFFICE BUNDING

LARR ' SANTA FE. NEW MEX
sééﬁb°5 February 20, 1981 mme”ezaww1

Re: CASE NO. 6153
ORDER NO. pB_11}1-M-1l

Mr. C. A. Feezer
Dow and Feezer

Attorneys at Law .
P, O, Bzx 128 Applicant:

Carlabad, New Mexico 88220

Amax Chemical Corporation

Dear Sir:

Enclosed herewith are two copies of the above-referenced
Commission order recently entered in the subject case.

(ﬁours very
!

/" JoE D.
C//Director

JDR/fd

Copy of order also sent to:

Hobbs OCC X
Artesia OCC x
Aztec OCC

Other__ y{arold L., Hensleyy Jr.




STATE OF NEW MEXICH
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER CALLED BY THE
OIL CONSERVATION COMMISSION
OF NEW MEXICO FOR THE PURPOSE
‘OF CONSIDERING:

j; CASE NO. 6753
i Order No. R-111-M-1

IMOTION OF AMAX CHEMICAL
'CORPORATION TN DISMISS
hxrn PREJUDICE.

i
i
.
:
'
i
{
;
1

ORDER OF THE COMMISSION

This matter having come on before the Commission for its
conaideration and there being no objection by Petrolsum Corpora-
‘tion of Delaware for dismissal of its Application for De Nevo
zHesring,

. I1_1S THEREFORE ORDERED: | |
I

i That Amax Chemical Corporation's Motion to Disniss is
granted and that the Application of Pstroleum Corporation of
Dolanare for Ds Novo Hearing is dismissed with prejudice.

l?
+
4

s bt e e

STATE OF NEW MEXICO i
OIL CONSERVATION COMMISSION !

ALEX J. ARMIJG, Member

4 ARNOLD mber |
W
Vs GUE D. RAMEY, Me€mber & Secretary

SEAL /

fd/




Law OFFICES F\ e
HINKLE, COX, EATON, COFFIE(D & HENST

LEWIS C COX,uR
PAUL W EATON, R
CONRAD €. COFFIELD
HAROLD L. HENKSLEY, JR
SYUART O. BHANOR

C. D. MARTIN

PAUL J. KELLY, JR.
VAMES H. BOZARTH
DOUGLAS L LUNSFORD
PAUL M. BOHANNON
CANTAT B FINNEY, U 32
J. DOUOLAS FOSTER

X DOUOGLAS PERAIN

C. RAY ALLEN 3
JACQUELINE W. ALLEN K
T. CALDRN E22XLL,UR
WILLIAM B, BURFORD ¥
JOHN 8. NELSON
RCHARD E, OLSON
PHILLIS Y Lafwin i

N

Mr. Ernie Padilla

0il Conservation Commission
P, 0. Box 2088

Santa Fe, New Mexico 87501

Re:

Dear Mr. Padilla:

This will confirm that we are in agreement with Mr. Feezer's
Motion to Dismiss the above captioned matter.

Very truly yours,

HINKLE, COX,

-~

600 HINKLE BUILDIN'CI
POST OFFICE BOX IelL
ROSWELL, NEW MEXICO 88201 : :‘{T[(\\!

(805) 622-€510

February 2,

'rold L. Hensley, Jri

tEB()

‘Ow( ~

N reas OFFICE
AHMERICAN NATIONAL BANK BUILOING
(sce}arz-Bs60

M LICENSED IN
TEXAS ONLY

1981

Application for Appeal De Novo
Extension of R-11i1A-Cause No.
6753. Applicant: Amax Chemical
Corporation

EATON COFFIELD & HENSLEY




DOW aND FEEZER, RP.A.

4

JAMES L DOwW ATTORNEYS ATrLAW T : “‘“ CREEN 885.2185
CHARLES A. FEEZER BUS TERMINAL BUILDING T ClA e AREA CODE 505
P.O.BOX 128 J N")“ ‘ 7
CARLSBAD. NEW MEXICO 88220' < 798,‘ !

{

January 2?“9981 ;jj

Mr. Ernest Padilla

0il Conservation Commission
P. 0. Box 2088

Santa Fe, NM 87501

Re: Eztension of R-111A - Amax Chemical
Corporation - Cause No. 6753.

Dear Mr. Padilla:

I do not want to labor the matter, but another month has
passed since I filed the Motion to Dismiss in the abave captioned
cause as to the de novo hearing. I am wondering if you can tell me

at this time the status of this Motion. Thank you for your past
courtesies.

Very truly yours,

CAF:ah jﬂ\\TZ%—Qiﬁgk\\

- all , e C. A _Feezer
TR T

e me e i Yo a4 P L A i 22 A bor
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DOW & FEEZER, R A.

ATTORNEYS AT LAW

g Y &

JAMES L. OOW OOW BUILOING { ' ~ L) MNies
CHARLES A FEEZER P O BOX 128 { ARE? ORE 505
CARLSBAD.NEW MEXICO 88220! OEC 191660 I‘ (
]
e « RN
STV oo o SION
December 17, 1930 GANTA FE

0il Conservation Commission
P. 0. Box 2088
Santa Fe, MM 87501

Re: Application for Appeal De Novo
Extension of R-111A - Cause No. 6753.
Applicant - Amax Chemical Corporaticn.

Dear Sir:

I enclose herein the original and two copies of the Motion
to Dismiss with Prejudice re the above cantioned cause.

Very truly yours,

DOW & FEEZER, P. A.

CAF:an C. A. Feezer ¥ (:)

cc: Mr. Harold Hensley /Encl. copy of Motion.

ce: Mr. Conrad Coffield /Encl. copy of Motion.
cc: Mr. Robert D. Brown /Encl. copy of Motion.
cc: Mr. Bob Kirby / Encl. copy of Motion.
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BEFORE THE OTL CONSERVATION COMMISSIONZKC, ) 47/80:;vi?
STATE OF NEW MEXICO e
'MFEK”%WW

APPLICATION OF THE PETROLEUM )

CORPORATION OF DELAWARE FOR )

APPEAL DE NOVO TO THE OIL CON- ) CASE NO. 6753
)

SERVATION COMMISSION.

MOTION TO DISMISS WITH PREJUDICE

COMES WOW AMAX CHEMICAL CORPORATION, the Applicant in this cause,
and in support of the hereinafter stated Motion to Dismiss, etates:

1. The Application in this cause was filed on November 7, 1979.
That thereafter a hearing was held after appropriate notice was publish-
ed and served on all parties in interest to the issues described in
the Application and the Examiner, Daniel S. Nutter, heard and considered
the evidence and thereafter on December 14, 1979, the Division Director
entered an Order determining the issues in favor of the Applicant and
against The Petroleum Corporation of Delaware.

2. Subsequently, on or about January 7, 1980, The Petroleum
Corporatlon of Delaware gave notlce of an appeal from the Order hereto-
£ oonan

3. No setting was made before the full Commission following the
Application for De Novo hearing for the reason that the parties notified
the Director that some negotiations would occur. Such negotiations
occurred in the early part of 1980 and the parties failed to achieve
any result by reason of their meeting and negotiation.

4. Thereafter, on June 24, 1980, the attorney for Amax Chemical
Corporation advised Mr. Harold Hensley, attorney for The Petroleum
Corporation of Delaware, that he was forwarding logs of various wells
and would like to have the case set during the first two weeks in
September, 1980. No response was received from The Petroleum Corpora-
tion of Delaware or its attorney re this request.

5. ©On November 20, 1980, the undersigned attorney communicated
with Conrad Coffield regarding his desires to pursue the appeal and
subsequently, the undersigned attorney wrote a letter addressed to
Harold Hensley and Conrad Coffield, both of whom were attorneys for The
Petroleum Corporation of Delaware; a copy of this letter is attached
heretc and incorporated herein as though set forth in full. The sub-
stance of this letter is that after December 15, 1980, a Motion would
be made by Amax Chemical Corporation to dismiss the ;Hpeal for lack of
prosecution of the same by The Petroleum Corporation of Delaware.

WHEREFORE, AMAX CHEMICAL CORPORATION, by and through its attorney



of record, prays that this Commission fix a time and place for a
hearing on the Motion to Dismiss the Application of The Petroleum
Corporation of Delaware for an Appeal De Novo. The basis of the
Order sought is that more than one year has passed since the entry
of the original Order in this cause; that by the conduct of the
party seeking the De Novo hearing, they have failed to diligently
pursue their remedies and this matter should finally be set at rest
by the dismissal of the Application for Appeal De Novo and the
original Order in this cause should become the final Order of the
Commission as to the lands in question.

AMAX CHEMICAL CORPORATION

By&mq—

C. A. Feezer

- Attorneys for Applicant
P. O. Box 128

Carlsbad, NM 88220
885-2185

STATE OF NEW MEXICO )
) ss.
COUNTY oF EDDY )

C. A. FEEZER, attorney for AMAX CHEMICAL CORPORATION, being first
duly sworn upon his oath, states: That the contents in the fore-
going Motion to Dismiss with Prejudice are true and correct to the

best of his knowledge, xnformatlon and be%if
W\\

C A FEE”ER

‘SUBSCRIBED AND SWORN TO BEFORE tais of December, 1980.

oﬂ‘/ ’
D Y PUBLIC /
SifSdibdaneans Y
I HEREBY CERTIFY that I have OFFICIAL SEAL
mailed a true and correct copy
of the foregoing Motion to ANN HOYT

S5 NOTARY PUBLIC - NEW MEXICO
opp 1&“8 Cougsel OEbrecoig ghls NOTARY BOND FILED WITH SECRETARY OF ST
__l__._day oL December 8 My Commission Expires 7[2’. 22" 5!‘22*

— » ]
< M : Qﬂ-qéf*\ <
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DOW & FEEZER, R A,
ATTORNEYS AT LAW
JAMES L. .OOW OOW BUILOING
CHARLES A.FEEZER £.0 BOX 128

CARLSBAD,NEW MEXICO 88220

November 25, 1980

Mr. Harold L. Hensley, Jr.

Hinkle, Cox, Eaton, Coffield & Hensley
P. 0. Box 190

Roswell, NM 83201

8as-2185
AREA CODE 5038

Re: Energy and Minerals Department
0il:Conservation Division

Case No. 6753
Qrder No. R-111-M.

Dear Mr. Hensley:

Based on my telephone conversation with Mr. Coffield
on November 20, 1980, it is my understanding that your client,
The Petroleum Corporation of Delaware, plans to abandon their
Application for an Appeal De Novo to the Commission from the Decis-

ion dated December 14, 1979.

In view of the fact that December 15, 1980, will be one year
from the date of the Order, it is my intention to apply to the Com-
mission for the entry of an Order dismissing the appeal and making
the Order above referred to final. Assuming I do not hear from you
to the contrary prior to December 15th, I will tnen file a Motion
seeking a dismissal attaching thereto a copy of this letter.

If you seriously desire to proceed with the appeal, I would
like to talk with you as to an agreed time for the 0il Conservation
Commission to hear it so that both of us may have adequate time to

confer with out clients and prepare necessary exhibits and testimony .

for the de novo hearing.
Very truly yours,

DOW & FEEZER, P. A.

CAF:ah C. A. Feezer

cc: Mr. Conrad E. Coffield

. Hinkle, Cox, Eaton, Coffield & Hensley
1000 First National Bank Tower
Midland, Texas 79701

cc: Amax Chemical Corporation.

e




BEFORE THE OIL CONSERVATION COMMISSION
STATE OF NEW MEXICO

APPLICATION OF THE PETROLEUM )

CORPORATION OF DELAWARE FOR )

APPEAL DE NOVO TO THE OIL CON- ) CASE NO. 6753
)

SERVATION COMMISSION.

- MOTION TO DISMISS WITH PREJUDICE

COMES NOW AMAX CHEMICAL CORPORATION, the Applicant in this cause,
and in support of the hereinafter stated Motion to Dismiss, states:

1. The Application in this cause was filed on HNovember 7, 1979.
That thereafter a hearing was held after appropriate notice was publish-
ed and served on all parties in interest to the issues described in
the Application and the Examiner, Daniel S. Nutter, heard and considered.
the evidence and thereafter on December 14, 1979, the Division Director
entered an Order determining the issues in favor of the Applicant and
against The Petroleum Corporation of Delaware.

2. Subsequently, on or about January 7, 1980, The Petroleum
Corporation of Delaware gave notice of an appeal from tha Order hexreto-
fore described seeking an Appeal De Novo which is on file in this cause.

3. No setting was made before the full Commission following the
Application for De Novo hearing for the reason that the parties notified
the Director that some negotiations would occur. Such negotiations
occurred in the early part of 1980 and the parties failed to achieve
any result by reason of their meeting and negotiation.

4. Thereafter, on June 24, 1980, the attorney for Amax Chemical
Corporation advised Mr. Harold Hensley, attorney for The Petroleum
Corporation of Delaware, that he was forwarding logs of various wells
and would like to have the case set during the first two weeks in
September, 1980. No response was received from The Petroleum Corpora-
tion of Delaware or its attorney re this request.

5. On November 20, 1980, the undersigned attorney communicated
with Conrad Coffield regarding his desires to pursue the appeal and
subsequently, the undersigned attorney wrote a letter addressed to
Harold Hensley and Conrad Coffield, both of whom were attorneys for The
Petroleum Corporation of Delaware; a copy of this letter is attached
hereto and incorporated herein as though set forth in full. The sub-
stance of this letter is that after December 15, 1980, a Motion would
be made by Amax Chemical Corporation to dismice the appeal for lack of
prosecution of the same by The Petroleum Corporation of Delaware.

WHEREFORE, AMAX CHEMICAL CORPORATION, by and through its attorney

-

Py




of record, prays that this Commission fix a time and place for a
hearing on the Motion to Dismiss the Application of The Petroleum
Corporation of Delaware for an Appeal De Novo. The basis of the
Order sought is that more than one year has passed since the entry
of the original Order in this cause; that by the conduct of the
party seeking the De Novo hearing, they have failed to diligently
pursue their remedies and this matter should finally be set at-rest
by the dismissal of the Application for Appeal De Novo and the
original Order in this cause should become the final Order of the
Commission as to the lands in question.

AMAX CHEMICAL CORPORATION

Bybﬂ&pﬂ&-\

C. A. Feezer

" Attorneys for Applicant
P. O. Box 128

Carlsbad, NM 88220
885-2185

STATE OF NEW MEXICO )
) ss.
COUNTY OF = EDDY )

C. A. FEEZER, attorney for AMAX CHEMICAL CORPORATION, being first
duly sworn upon his oath, states: That the contents in the fore-
going Motion to Dismiss with Prejudice are true and correct to the

best of his knowledge, lnformatlon and be%tf

C A FEEHER

SUBSCRIBED AND SVIORN TO BEFOB%/yé this v of December, 1980.

g Z
2 il
NOZARY PUBI
| . bodihsa it
I HEREBY CERTIFY that I have OFFICIAL SEAL
L mailed a true and correct copy
ANN HOYT

of the foregoing Motion to
NOTARY PUBLIC - NEW MEXICO

opp ng counsel of record this s
_!__"_;_day of December, 1980. ;312: ’:::::;E::: :.: g Saar

. 6>\—_—}— Q)\/z}f\ - o
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DOW & FEEZER, P A,
ATTORNEYS AT LAW
JAMES L, 00W OOW SUILOMWNG 885-2:18% -
CHARLES A FEEZER P.O BOX 128 AREA CODE 508

CARLSBAD.NEW MEXICO 88220

Noveuber 25, 1980

Mr. Harold L. Hensley, Jr.

Hinkle, Cox, Eaton, Coffield & Hensley
P. O. Box 10 -

Roswell, NM 88201

Re: Energy and Minerals Department
0il Conservation Division
Case No. 6753
Order No. R-111-M.

Dear Mr. Hensley:

Based on my telephone conversation with Mr. Coffield
on November 20, 1980, it is my understanding that your client,
The Petroleum Corporation of Delaware, plans to abandon their
Application for an Appeal De Novo to the Commission from the Decid-
ion dated December 14, 1979.

In view of the fact that December 15, 1980, will be one year
from the date of the Order, it is my intention to apply to the Com- -
mission for the entry of an Order dismissing the appeal and making
the Order above referred to final. Assuming I do not hear irom you

to the contrary prior to December 15th, I will then file a Motion

seeking a dismissal attaching thereto a copy of this letter.

If you seriously desire to proceed with the appeal, I would
like to talk with you as to an agreed time for the 0il Conservation
Commission to hear it co that both of us may have adequate time to
confer with out clients and prepare necessary exhibits and testimony
for the de novo hearing.

Very truly yours,

DOW & FEEZER, P. A.

CAF:ah C. A. Feezer

cec: Mr. Conrad E. Coffield

: Hinkle, Cox, Eaton, Coffield & Hensley
1000 First National Bank Tower
Midland, Texas 79701

cc: Amax Chemical Corporation.

A
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BEFORE THE OIL CONSERVATION COMMISSION ™~ = -, -
STATE OF NEW MEXICO

APPLICATION OF THE PETROLEUM )
CORPORATION OF DELAWARE FOR )
APPEAL DE NOVO TO THE OIL CON- )
SERVATION COMMISSION. )

CASE NO. 6753

MOTIOW TO DISMISS WITH PREJUDICE

COMES HOW AMAX CHEMICAL CORPORATION, the Applicant in this cause,
and in support of the hereinafter stated Motion to Dismiss, states:

1. The Application in this cause was filed on Hovember 7, 1979.
That thereafter a hearing was held after appropriate notice was publish-
ed and served on all parties in interest to the issues described in
the Application and the Examiner, Daniel S. Nutter, heard and considered
the evidence and thereafter on December 14, 1979, the Division Director
entered an Order determining the issues in favor of the Applicant and
against The Petroleum Corporation of Delaware.

2. Subsequently, on or about January 7, 1980, The Petroleum

- N » —- Mo 1 . . .
Carnoration of Delaware gave notice of an appezal from the Ovder hereto-

fore described seecking an Appeal De Novo which is on file in this cause.

3. No setting was made before the full Commission following the
Application for De HNovo hearing for the reason that the parties notified
the Director that some negotiations would occur. Such negotiations
occurred in the early part of 1980 and the parties failed to achieve
any result by reason of their meeting and negotiation.

4. Thereafter, on June 24, 1930, the attorney for Amax Chemical
Corporation advised Mr. Harold Hensley, attorney for The Petroleum
Corporation of Delaware, that he was forwarding logs of various wells
and would like to have the case set during the first two weeks in
September, 1980. Ho response was received from The Petroleum Corpora-
tion of Delaware or its attorney re this request.

5. On November 20, 1980, the undersigned attorney communicated
with Conrad Coffield regarding his desires to pursue the appeal and
subsequently, the undersigned attorney wrote a letter addressed to
Harold Hensley and Conrad Coffield, both of whom were attorneys for The
Petroleum Corporation of Delaware; a copy of this letter is attached
hereto and incorporated herein as though set forth in full. The sub-
stance of this letter is that after December 15, 1980, a Motion would
be made by Amax Chemical Corporation to dismiss the appeal for lack of
prosecution of the same by The Petroleum Corporation of Delaware.

WHEREFORE, AMAX CHEMICAL CORPORATION, by and through its attorney
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of record, prays that this Commission fix a time and place for a
hearing on the Motion to Dismiss the Application of The Petroleum
Corporation of Delaware for an Appeal De Novo. The basis of the
Order sought is that more than one vear has passed since the entry
of the original Order in this cause; that by the conduct of the
party seceking the De Nove hearing, they have failed to diligently
pursue their remedies and this matter should finally be set at rest
by the dismissal of the Application for Appeal De Novo and the
original Order in this cause should become the final Order of the
Commission as to the lands in question.

AMAX CHEMICAL CORPORATION

By 62¢n (25 fuij;_

C. A. Feezer

Attorneys for Applicant
P. 0. Box 128

Carlsbad, NM 88220
885-2185

STATE OF NEW MEXICO )
SSs.
COUNTY OF EDDY )

C. A. FEEZER, attorney for AMAX CHEMICAL CORPORATION, being first
duly sworn upon his oath, states: That the contents in the fore-
going Motion to Dismiss with Prejudice are true and correct to the
best of his knowledge, information and beligf.

»

C. A. FEEZER

SUBSCRIBED AND SWORN TO BEFORE™ is | ‘ of December, 1980.

I HEREBY CERTIFY that I have
mailed a true and correct copy
of the foregoing Motion to
opp sing counsel of record this NOTARY PUBLIC - NEW MEXICO

—&::_”5,'1
NOTARY BOND FILED WITH SECRETARY OFST,
{€ ¥ day of December, 1980. My Commission Expires %.,é/,: g‘l!
Q ‘/.\ " »
%

~
\J




DOW & FEEZER, P A,
ATTORNEYS AT LAW
JAMES L.DOW O0OWwW BUILDING 885-2185%
CHARLES A.FEEZER P.O BOX 128 AREA CODE 505

CARLSBAD,NEW MEXICO 88220

November 25, 1980

Mr. Harold L. Hensley, Jr.

Hinkle, Cox, Eaton, Coffield & Hensley
P. 0. Box 10

Roswell, NM 88201

Re: Energy and Minerals Department
0il Conservation Division
Case No. 6753
Order No. R-111-M.

Dear Mr. Hénsley:

Based on my telephone conversation with Mr. Coffield
on November 20, 1980, it is my understanding that your client,
The Petroleum Corporation of Delaware, plans to abandon their
Application for an Appeal De Novo to the Commission from the Decis-
ion dated December 14, 1979.

In view of the fact that December 15, 1980, will be one year
from the date of the Order, it is my intention to apply to the Com-
mission for the entry of an Order dismissing the appeal and waking
the Order above referred to final. Assuming I do not hear from you
to the contrary prior to December 15th, I will then file a Motion
seeking a dismissal attaching thereto a copv of this letter.

If you seriously desire to proceed with the appeal, I would
1ike to talk with you as to an agreed time for the 0il Conservation
Commission to hear it so that both of us may have adequate time to
confer with out clients and prepare necessary exhibits and testimony
for the de rovo hearing.

Very truly yours,

DOW & FEEZER, P. A.

CAF :ah -C. A. Feezer

cc: Mr. Conrad E. Coffield

; Hinkle, Cox, Eaton, Coffield & Hensley
1000 First National Bank Tower
Midland, Texas 79701

cc: Amax Chemical Corporation.
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. ' ez S F0-01 23044

§ . . - . ) .
¢ RS , NEW MEXILLD Qin CURSERVYATUl LMl S alugt Joran G-
r,\m/\lt_ jL——— ' d \‘.—L_)GL"_‘VCDmTlm‘n(s
“l ll;r J' /_ R . . SAL Indieate Pypo ol doane
U.5.G.S. ) 7 'S { Ngv 9 197& aTAYL E_] Fon D
LANU OFI'ICE ’ S R bt ey 3. Tty GIil & Gas Lovio Mo,
OPENATON { D ( 1 5"% __:i;:“:,.._‘ o.C. C. \
e -~ AGIESIA, OFFICE “\
APPLICATION FOR PH\‘MIT 10 DI\IL L, DE ('PCN Ot PLUG BACK
in, Type of Work h uil :\qn unull Nome
Parkway West
<6 ]
b, Type of Wall . DRILL @ D"EP_EN D PLUG BACK D 8. twm of Lease Nume
o 1] @ KR oivin siyeee suLTinLe Parkway West Unit
2. Nome of Operator / ) 9. Well No.
- The P »>tion
- 2, Addrasa nl Operaler . ST N .
;41440 Mi r M3
; 1. Location ol ¥ell UNI? LETTCR B vocareo__ 860 FCCT FAOM THE . north e
N R 1C)80 rl:rr rno\c THE e'[ST LINE OF SEC. 27 Twe, 1_9- NLEBRL
; N
!
2 \ \\‘ 19, Frojosed Uepah 19A. Formalion 20, notey ar GO
?‘ ‘QS$§\ 11,800 ft. | Morrow Rotary
1 L. sievoiions (Shot whether Dl R, ete.) —i 21A, Rind & Switus Pluqg. Bend | 218, Drliling Contractor . 22. Approx. Dato VWork wiil stuart
j 3335.8 GR | Blanket . Warton _12-24-79
% i PROPOSED CASING AND CEMENT PROGRAM
. SIZE OF HOLE SIZE OF CASING |{WEIGHT PER FOOT | SETTING DEPTH {SACKS OF CEMENT EST. TOP T
; 17-1/2" 13-3 /8" 48# 350 ' 600 Cire 4
! 12-1/4%" 8=5/8" 244 & 32# 3100 | 1400 ‘ Cire ;
3 72-7/8" 4-1/2"  [11.6# & 13.54 11,000+ ~ *'| 1000 8500

ZE .
Set surface casing into T/Salt estimated to be!35Q0', circ. cement. Drill 12-1/4"
hole with brine water to prevent washout to 3100', set 8-5/8" casing @ 3100°',
circ. cement. Drili 7-7/8" hole with frech water to 9000'. Add brine water @
9500' to raise mud weight. Drill to TD of 11,800' to test Merrow and interme-

: diate horizons. If commercial, will run casing to TD. Cement with sufficient
cement to bind cement above all prospective zones. Estimated T/cement to be

. 8500'., Perf and stimulate Morrow for productlon

{ NOTE: Gas is not dedicated.

~ MUD PROGRAM: 0-350': spud mud; 350—3100’:-10# brine water; 3100-2000': fresh
water; 9000-10,800': cut brine water gel MW 9.4, vis 35; 10,800-TD: starch,

salt 'gel & Drispac MW 9.7, vis 36-40 @ TD. WL 6 cc thru Morrow. Bot q,pgle
pressure @ TD anticipated to be 4700 psi. No abnormal pressures ed} A sleSS

BOP PROGRAM: BOPs to be installed on 13-3/8" & 8-5/8" ecasing. ?;ﬁ“&%ﬁhed
BOP to be tested daily. Test with yellow jacket prior to dr111QW£ Yo éamp
formation. . RES 2~ /94,

I? ADOVL SPACYE DESCRIDE PROPOSED PROGRAM: IF PROPOSAL 13 YO DLEPEN OR PLUG DACK, LIVE UATA UN FARLILRY . -vu nn. TORE AnD FALFOSTH mar Fabduls
YIYE TOHCL. GIVE OLONWOUT PALYEHICH FROGNAM, IF ANY,

1 hereby ceetify thint the laformat on\ubo‘va I true and ¢complete to the deat of my k;-‘:wlcdgc unt bellef,
Is
\ /) - e ) istrict Engi 11-8-79
SmmdSl;J// o) / r,/«’ rie  Pistrict Engineer _ Dare

( {This apQL'. fut State Use)
N

) . Nov o4 A
. | Hue 4 1378
. APPHOVEO &Y, /L/ﬁ ‘yg/?/‘?m: SUPERYVISOR, DISTRICT 1T oare

CONDITIONS OF APPROYAL, IF ANY

Cement must be o..cuhtcd to

/f._) <

74
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O Sy e e LT i
H ' ! ’
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: A " IL i'f(\ll"lc alig nl A-H oo C - “
b()o -~ l(‘f‘-' ll'um—'.f_::« i\:()*r_tb“ aae g !.98(1 . LL‘ frre :
S T et Vrev, produstng s w Pl Unde51gnated Parkway , R
- _9.3,-’_;?...3. Morrow West (Morrow). . "N /2 320 v
! . Outline the acreage dedicated to the wmabject weil by colored peacil of b hun& .E.,c_.E ‘,v\, E: ) 1
, i
i !f more than one lease in dedicated o the well. outline each and identify the num-:N‘G\vni.. 019790 e v manking - 1
i interest and royalty). ) ;
i
3. If more than one lease of different owneeship is dedicated to the well, have the mw-v--\zun' qrﬂ?"?‘.mﬁ b «ansaly. ! :
¢ dated by communitization, unitization, {occe-panling. etc? , !
i
{(X] Yes [] No If answer is **yesl® type of consolidation Unitization et
i§
i e
' il answer is “*no!’ list the owners and tract descriptions which have actually been cansaluiated {1 se trverse side of » P
! this form if necessar) ) 12
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( : i L DlStI‘lCt Engineer
; ! ! |
| ' . v t
i ! ‘ : { The Petroleum Corporat 10
: } Ty i l‘"'-'_:
1. : = : '
; i : ' , 11-8-79 ;
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Cletiatiuiion . NEW MEXICO OiL CONS!:@YA] 'nOpt WASIOND Form €101
$AN‘I A Vi Revioned 14468
b lLl: . . SA, lndicule ‘'ypo of Luate j l
5.0, DEC 4 - 1979 srare (K] ree ]}
LAND OFI'ICE : . - ) L84 Vtate Ot & Gax Luaso No, !
OPLIRATON a.c.o. K 4169 3
ARTESIA, QFFICK
APPLICATION FOR PERMIT TO DRILL, DEEPEN, OR PLUG BACK \
18, Type of Work « Unit Ayre rement Namw
b. Type of Well - ORILL @ D~EEP.EN D PLUG BACK D 8. butm or Lease Name
LY s 0:nen sieee TX) uuLTIPLC Petco State Comm.
2. Namw of Operator * / . 9. Well Ne.
The Petroleum Corporation 2
3, Addrexa of Opcmlot . . . . 10 1eld and Pool, or \.lld cat
1440 Midland National Bank Tower Midland TX 79701 Y2}~
4. Locatlon of Viell
UNIT u:nu___n_____ ;ocuto_ﬁQ_Q__ FCLT FROM ThE __nﬂr_th_;uu \\ \
AND 660 FCEY FAOM THE LINE OF sSEC. TWP, . MAPN

12, County \_:

N

19, Froposed Lepth 13A. Formmation 2¢, notty or C. 1

11,800 ft. Strawn Rotary
|21, clevatlons (3how whether DF, R, cte.) 2} A. Kind & Stutus Flug. Bond | 218, Drilling Contracter . 22, Approx. Date \Work will start
3336.09 GR Blanket Warton 2-2-80
23, )
PROPOSED CASING AND CEMENT PROGRAM

; SIZE OF HOLE SIZE OF CASING | WEIGHT PER FOOT | SETTING DEPTH SACKS OF CEMENT EST. TOP

l?—l!2" 13~-3/8" 48% 3501 RQ0 Circe

12-1/4" B=5/8" |24# & 32# 3100 1400 Cire

. 7=-7/8" ¢ 4-1/2" dl1.6# & .13.54 11,000 1000 8500

{ Set surface casing into T/salt estimated to be 35C’, circ cement. Drill 12-1/4"

hole with brine water to prevent washout to 3100', set 8-5/8" casing at 3100',
circ cement. Drill 7-7/8" hole with fresh water to 9000'. Add brine water

@ 9500' to raise mud weight. Drill to TD of 11,800' to test Morrow and inter-
mediate horizons. If commercial, will run casing to TD. Cement with sufficient
cement to bring cement above all prospective zones. Estimated T/cement to be

: 8500', Perf and stimulate for production.
: NOTE: Gas and o0il are not dedicated.

: MUD_PROGRAM: 0-350': spud mud; 350-3100': 10# bl:ine water;  3100-9000': fresh

!wqber 9000-10,800': cut brine water gel, MW 9.4, vis 35; 10,800-TD: starch,

! salt gel and Drlspac MW 9.7, vis 36-40 @ TD. WL 6 cc thru Morrow. Bottom hole

: pressure @ TD anticipated to be 4700 psi. No abnormal pressires anticipated.

: BOP PROGRAM: BOPs to be installed on 13-3/8" and 8-5/8".casing. Diagram attached.

: BOP to be tested daily. Test with yellow jacket prior to drilling Wolfcamp
| formation. -

1IN ABOVE SPACH DESCRIDE PROPDSED PROGRAM) If PROPOSAL IS TO DLLPLN CA PLYUG BACK, CIVE DATA OX PACSCHY PAOOUCTIVE LONE AND PAOTI3CO NCW PAODUC.
TIVE TONL, CIVE OLOACUY PALYINTCKR PROGRALS, IF ANY,

1 heredy qenlry ll\ul the/informuidon ﬂ:ovt l’ true and cuinplele to the beat of my kopwiledge snd Yellef,

Signed L&444VV’ Title District Bnglneer _ Dote ___12=-3-79

O {TAis xpuce fu(}irarc Usey

APPROVED BY TITLE . DAYE
CONDITIONS OF APPROYAL, IF ANY

‘ >
- —u" i

NUT APPROU@D ST - ALY wenT oy F‘r, o e e




O0OW & FEEZER, R A,
: ATTORNEYS AT LAW
JAMES L.OOW DOW BUILDING 886-2185
CHARLES A.FEEZER P.O.BOX 128 AREA CODE 505
CARLSBAD,.NEW MEXICO 88220
ek i a e~y r———— e r—————T————

December 11, i9?91?"".‘“"““j”f§}@angtg

taa

O
, . ‘11
0il Conservation Commission e R e
and its Director b €9
P, 0. Box 2088 e e S,

Saiita Fe, New Mexico 87501

Re: Application for Extension of R-111A
et seq. No. 6753 and Application for
Permit to Drill dated November 9,
1979 for Well No. 9, Parkway West Unit,
660 feet from North line and 1980 feet
from East line of Section 27, T19S,
R29E, NMPM, Eddy County, New Mexico.

j Gentlemen:

Pursuant to §70-2-29, NMSA, 1978 Comp., the Amax Chemical
Corporation, through its undersigned attorney, hereby notifies
you that the Application to Extend R-111A, No. 6753, was filed
for record on November 8, 1979, in the offices of the Commission
in Santa Fe, New Mexico and that the hearing on this cause is to
be conducted at 9:00 a.m. on December 12, 1979 at Santa Fe, New
Mexico.

On an Application for Permic to Drill, The Petroleum Corpora-
tion or Petroleum Corporation of Delaware, which the undersigned
believes to be one and the same with offices located at 3303
Lee Parkway No. 505, Dallas, Texas 75219 and/or 1440 Midland
National Bank Tower Bldg. , Midland, Texas 79701, has commenced
to prepare a pad for the drilling of the well pursuant to its
Application dated November 9, 1979, above referred to and which
was one day after the date on which Amax Chemical Corporation filed
its Application with the 0il Conservation Commission in Santa Fe
to extend R~111A.

This letter is to advise you that we believe it is a threat
to Amax Chemical Corporation if The Petroleum Corporation proceeds
with its drilling program and we would, therefore, request the
Commission to sue seeking injunction and such other relief as its
i counsel may deem appropriate to carrv out the Commission's general
; purpose of conservation ¢f natural resouvrces or inn iLhe aliernailve,
immediately upon receipt of this request revoke or issue some stay
order as against The Petroleum Corporation for its Application to
: drill the well location hereinbefore described in the Parkway West
Unit.




0il Conservation Commission
December 11, 1979
page 2

Re: Application for Extension of R-111A, et seq.
Cause No. 6753, et al.

The violation thereof is that Amax Chemical Corporation
recited in its Application the location of an exireinely valuable
potash deposit very close to the proposed well location and in
the event that The Petroleum Corporation proceeds with its
drilling program and the Application or Permit is not stayed or
revoked, it will cause irreparable harm, injury and damage to the
orderly recovery of natural resources, to-wit, potash; and would
be inconsistent with all previous established precedents by this
Commission in its statutory obligation to protect the natural
resources for orderly development within this State.

Your prompt response to this request pursuant to the statute
is urgently requested.

Very truly yours,

DOW & FEEZER, P. A.

C. A Goan

C. A. Feezer [\

Attorneys for Amax Chemical Corp.
P. 0. Box 128

Carlsbad, New Mexico 88220

CAF :ah

THIS LETTER IS HAND DELIVERED TO THE OIL CONSERVATION COMMISSION
OFFICES and to PETROLEUM CORPORATION in Santa Fe, New Mexico on
December 12, 1979.
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DOW & FEEZER, P A.
ATTORNEYS AT LAW
BUS TEAMINAL BUILDING ass-2185
P.O.BOX I28 AREA CODE 508
CARLSBAD,NEW MEXICD 88220

November 7, 1979

0il Conservation Commission
P, O,  Box 2088

.

Santa Fe, New Mexico 87501

Re: Amax Chemical Corporation
Extension of R-111A

Dear Sir:

I enclose the original and three copies of the Applicant's
Application for extension of R-111A.

Very truly yours,

DOW & FEEZER, P. A.

Q (2

CAF:ah C. A. Feezer C) o

Encls.

cc: Mr. Bob Kirby w/copy of Application

=
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Al (oxerVAﬂON DIVISION
wantA FE

. i wCRIVED
\ ECE
\{{Novs-mg m

BEFORE THE NEW MEXICO OIL CONSERVATION
COMMISSION OF THE STATE OF WEW MEXICO

APPLICATION OF AMAX CHEMICAL )
CORPORATION FOR AN ORDER AMEND- ) _
ING R-111A AND SEEKING AN EXTENSION ) No. (753
F THE POTASH-OIL AREA IN EDDY COUNTY,)
E?‘ W MEXICO. )
v\b APPLICATION
\?Y 9 COMES NOW Amax Chemical Corporation, a Delaware corporation,
(\gf\ﬁ# (authorized to do business in the State of New Mexice, and states:
\ ﬁ}» g* SECTION 27 TOWNSHIP 19 SOUTH RANGE 29 EAST
\J. -\ v’ -
(,> i#) & NE/4 NW/4 Containing approximately 40 acres
) RN \
v Qk\ﬂ\h N/2 NE/4&4 " " 80 acres
'l}\f
Q(\\\ SECTION 26 TOWNSHIP 19 SOUTH RANGE 29 EAST
A} (‘&"’( \J N
“f‘§ g} N/2 NW/&4 Containing approximately 80 acres.
ﬁ @\ 1. Amax Chemical Corporation is the owner of State Lease M-19665

and PCA Sub-State Lease M-873 which leases cover, among other property, -

the above described lands. All of the lands embraced in this Appnli-
cation are under the above numbered state leases and consist of 200
acres.

2. Amax Chemical Corporation has heretofore filed its Annual
Mining Survey and Potash Development Plan with the Commission, a copy
of which is attached hereto and marked Exhibit "A".

3. That all of the lands sought to be included in R-11l1lA, et.
seq. boundaries by this Application are believed to contain commerc1a11y
recoverable quantities of potash ore for the reason that the Applicant
is doing exploratory drilling, all of which core tests show commercially
recoverable quantities of potash ore reaching from a low of 48 inches
of 12.4 percent K40 to a high of 48 inches of 20 percent X,0.

4. The name and address of the only known interested party in the
Application as known to the Appllcant is is follows gh/ f

3

) a!_.,
{;MPetroleum Corporation: Of Delaware -7 Y } /wP\FJ s
3303 Lee Farkway #505 . G
Dallas, Texas 75219 ﬂ:i‘ oo @,\” ={R;

Attn: Robert Vick, Engineer B S 3
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page 2
Application for Order Amending R-111A
Amax Chemical Corporation

WHEREFORE, Amax Chemical Corporation requests that the Commission
fix a time and place for hearing before tlie Commission, after proper
notice, to determine the propriety of the request as set forth herein.

Respectfuliy submitted,
AMAX CI CORPORATION

. A. Feezer
Attorneys for Applicant
DOW & FEEZER, P. A.
P. 0. Box 128
: : _ Carlsbad, New Mexico 88220

,.
-
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ECEIVED
NOVB-!Q?Q]

OIL CONSERVATION DIVISION
BEFORE THE NEW MEXICOANORLFECONSLERVATION
COMMISSION OF THE STATE OF NEW MEXICO

APPLICATION OF AMAX CHEMICAL
CORPORATION FOR AN ORDER AMEND-

ING R-111A AND SEEKING AN LEXTENSION
OF THE POTASH-OIL AREA IN EDDY COUNTY,
NEW MEXICO.

No. (753

N Nt Nt N N

APPLICATION

CCMES NOW Amax Chemical Corporation, a Delaware corporation,
authorized to do business in the State of New Mexico, and states:

SECTICN 27 : TOWNSHIP 19 SOUTH RANGE 29 EAST
NE/& NW/4 Containing approximately 40 acres
N/2 NE/&4 " ' " 30 acres
SECTION 26 . TOWNSHIP 19 SOUTH RANGE 29 FAST
N/2 NW/&4 Containing approximately 80 acres.

1. Amax Chemical Corporation is the owner of State Lease M-19665
and PCA Sub-State Lease M-873 which leases cover, among other property,
the above described lands. All of the lands embraced in this Apnli-
cation are under the above numbered state leases and consist of 200
acres.

2. Amax Chemical Corporation has heretofore filed its Annual
Mining Survey and Potash Development Plan with the Commission, a copy
of which is attached hereto and marked Exhibit "A".

3. That all of the lands sought to be included in R-111lA, et.
seq. boundaries by this Application are believed to contain commercially
recoverable quantities of potash ore for the reason that the Applicant
is doing exploratory drilling, all of which core tests show commercially
recoverable quantities of potash ore reaching from a low of 48 inches
of 12.4 percent K,0 to a high of 48 inches of 20 percent X,0.

4. The name and address of the only known interested party in the
Application as known to the Applicant is is follows:

Petroleum Corporation Of Delaware
3303 Lee Parkway #505

Dallas, Texas 75219

Attn: Robert Vick, Engineer

B T T N TS N

Crpeg




page 2
Application for Order Amending R-111A
Amax Chemical Corporation

WHEREFORE, Amax Chemical Corporation requests that the Commission
fix a time and place for hearing before the Commission, after proper
notice, to determine the provriety of the request as set forth herein.

Respectfully submitted,

AMAX CHEM{FAL CORPORATION

Q J¢_~_

" ‘3"_'\"1:_2'_,1“ —
C. A. Feezer \)
Attorneys for Applicant
DOW & FELRZER, P. A.
F. 0. Box 128
Carlsbad, New Mexico 88220

{__
By \
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BEFORE THE NEW MEXICO OIL CONSERVATION
COMMISSION OF THE STATE OF NEW MEXICO

APPLICATION OF AMAX CHEMICAL
CORPORATION FOR AN ORDER AMERD-

ING R-111A AND SEEKING AN EXTENSION
OF THE POTASH-OIL AREA IN EDDY COUNTY,
NEW MEXICO.

No. (753

N S N N N

APPLICATION

COMES NOW Amax Chemical Corporation, a Delaware corporation,
authorized to do business in the State of New Mexico, and states:

SECTION 27 : TOWNSHIP 19 SOUTH _ RANGE 29 EAST
NE/4 NW/4 . Containing approximately 40 acres
N/2 NE/4 " " 30 acres
SECTION 26 TOWNSHIP 19 SOUTH RANGE 29 EAST
N/2 NW/4 Containing approximately 80 acres.

1. Amax Chemical Corporation is the owner of State Lease M-19665
and PCA Sub-State Lease M-873 which leases cover, among other property,
the above described lands. All of the lands embraced in this Apnli-
cation are under the above numbered state leases and consist of 200
acres.

2. Amax Chemical Corporation has heretofore filed its Annual
Mining Survey and Potash Development Plan with the Commission, a copy
of which is attached hereto and marked Exhibit "A".

3. That all of the lands sought to be included in R-111A, et.
seq. boundaries by this Application are believed to contain commercially
recoverable quantities of potash ore for the reason that the Applicant
is doing exploratory drilling, all of which core tests show commercially
recoverable quantities of potash ore reaching from a low of 48 inches
of 12.4 percent K90 to a high of 48 inches of 20 percent X,0.

4. The name and address of the only known interested party in the
Application as known to the Applicant is is follows:

Petroleum Corporation Of Delaware
3303 Lee Parkway #505

Dallas, Texas 75219

Attn: Robert Vick, Engineer
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page 2
Application for Order Amending R-111A
Amax Chemical Corporation

WHEREFORE, Amax Chemical Corporation requests that the Commission
fix a time and place for hearing before the Commission, after proper
notice, to determine the propriety of the request as set forth herein.

- Respectfully submitted,

R

AMAX CHEM%FRE‘CORPORATION

\
By { G ,\R*“'Q‘lh.-———\
C. A. Feezer \)
Attorneys for Applicant
DOW & FELRZER, P. A.
P. 0. Box 128
Carlsbad, New Mexico 88220
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CONSERVATION DiVISION
BLFORE THE NEW MEXICO OIL GONSLRVATIONSANTA FE
COMMISSION OF THE STATE OF NEW MEXICO

APPLICATION OF AMAX CREMICAL
CORPORATION FOR AN-ORDER AMEND-

ING R-111A AND SEEKING AN EXTENSION
OF THE POTASH-OIL AREA IN EDDY COUNTY,
NEW MEXICO.

No. (253

N ot o N N

APPLICATION

COMES NOW Amax Chemical Corporation, a Delaware corporation,
authorized to do business in the State of New Mexico, and states:

SECTION 27 : TOWNSHIP 19 SOUTH _RANGE 29 EAST
NE/4 NW/4 Containing approximately 40 acres
N/2 NE/4 " " 30 acres
SECTION 26 - TOWNSHIP 19 SOUTH RAHCE 29 EAST
N/2 NW/4 Containing approximately 80 acres.

1. Amax Chemical Corporation is the owner of State Lease M-19665
and PCA Sub-State Lease M-873 which leases cover, among other property,
the above described lands. All of the lands embraced in this Apnli-
cation are under the above numbered state leases and consist of 200
acres.

2. Amax Chemical Corporation has heretofore filed its Anuual
Mining Survey and Potash Development Plan with the Commission, a copy
of which is attached hereto and marked Exhibit "A".

3. That all of the lands sought to be included in R-111lA, et.
seq. boundaries by this Application are believed to contain commercially
recoverable quantities of potash ore for the reason that the Applicant
is doing exploratory drilling, all of which core tests show commercially
recoverable quantities of potash ore reaching from a low of 48 inches
of 12.4 percent K,0 to a high of 48 inches of 20 percent X,0.

4. The name and address of the only known interested party in the
Application as known to the Applicant is is follows:

Petroleum Corporation Of Delaware
3303 Lee Parkway #505

Dallas, Texas 75219

Attn: Robert Vick, Engineer

L
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Application for Order Amending R-11l1lA
Amax Chemical Corporation

WHEREFORE, Amax Chemical Corporation requests that the Commission
fix a time and place for hearing before the Commission, after proper
notice, to determine the propriety of the request as set forth herein.

! Respectfully submitted,
AMAX CHEM%Q L CORPCRATION

: <

§ : By y \.‘{,% \Qﬁ&g"r{.'\’“\
: C. A. Feezer

Attorneys for Applicant

DOW & FEEZER, P, A.

P. 0. Box 128

Carlsbad, New Mexico 88220

&
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DOW & FEEZER, R A,

ATTORNEYS AT LAW

> pow DOW SUILDING sas-2185
CHARLES A FEEZER P.O BOX 128 AREA CODE 505

CARLSBAD,NEW MEXICO 88220

December 11, 1979

0il Conservation Commission
and its Director

P. 0. Box 2088

Santa Fe, New Mexico 87501

Re: Application for Extension of R-111A
et seq. No. 6753 and Application for
Permit to Drill dated November 9,
1979 for Well No. 9, Parkway West Unit,
660 feet from North line and 1980 feet
from East line of Section 27, TI19S,
R29E, NMPM, Eddy County, New Mexico.

Gentlemen:

Pursuant to §70-2-29, NMSA, 1978 Comp., the Amax Chemical
Corporation, through its undersigned attorney, hereby notifies
you that the Application to Extend R-111A, No. 6753, was filed
for record on November 8, 1979, in the offices of the Commission
in Santa Fe, New Mexico and that the hearing on this cause is to
be conducted at 9:00 a.m. on December 12, 1979 at Santa Fe, New
Mexico.

On an Application for Permit to Drill, The Petroleum Corpora-
tion or Petroleum Corporation of Delaware, which the undersigned
believes to be one and the same with offices located at 3303
Lee Parkway No. 505, Dallas, Texas 75219 and/or 1440 Midland
National Bank Tower Bldg. , Midland, Texas 79701, has commenced
to prepare a pad for the drilling of the well pursuant to its
Application dated Hovember 9, 1979, above referred to and which
was one day after the date on which Amax Chemical Corporation filed
its Application with the 0il Conservation Commission in Santa Fe
to extend R-111A.

This letter is to advise you that we believe it is a threat
to Amax Chemical Corporation if The Petroleum Corporation proceeds
with its drilling program and we would, therefore, request the
Commission to sue seeking injunction and such other relief as its
counsel may deem appropriate to carry out the Commission's general
purpose of couservation of natural resources or in the alternative,
immediately upon receipt of this request revoke or issue some stay
order as against The Petroleum Corporation for its Application to
drill the well location hereinbefore described in the Parkway West
Unit.




0il Conservation Commission
December 11, 1979
page 2

Re: Application for Extension of R-111A, et seq.
Cause No. 6753, et al.

The violation thereof is that Amax Chemical Corporation
recited in its Application the lccation of an extremely valuable
potash deposit very close to the prcposed well location and in
the event that The Petrcleum Corporation proceeds with its
drilling program and the Application or Permit is not stayed or

; revoked, it will cause irreparable harm, injury and damage to the
i orderly recovery of natural resourcec, to-wit, potash; and would
be inconsistent with all previous established precedents by this
Commission in its statutory obligation to protect the natural
resources for orderly development within this State.

Your prompt response to this request pursuant to the statute
is urgently requested.

M AN TR A F iy Wit

e SR

% Very truly yours,

DOW & FEEZER, P. A.

C '}YQ}LQ//M

C. A. Feezer

Attorneys for Amax Chemical Corp.
P. 0. Box 128

Carlsbad, New Mexico 88220
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% THIS LETTER IS HAND DELIVERED TO THE OIL CONSERVATION COMMISSIOW
; OFFICES and to PETROLEUM CORPORATION in Santa Fe, New Mexico on
December 12, 1979.




STATE OF NEW MEXICO

- ENERGY anp MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

BRUCE KING . Jdanuary 1 2 ’ POST OFFICE DOX 2008
GOVtANOR anuary 17, 1980 STATE LAND Of SICE BUILDING
LARRY KEHOE BANTA FE, NEW MEXICO 07501 |

SLORETARY : 15050 827-2434

Convad E. Coffield, Esq.

Hinkle, Cox, Eaton, Coffield
& Hensley

P. 0. Box 3580 - : .

Midland, Texas 79702 i

Charles A. Feezer, Esq.

P. 0. Box 128 . }

Carlsbad, New Mexico 88220 ]
| ‘ ¢7S> ;
! Re: De Novo Hearing Case 6342y
i Application of Amax Chemical
{ Corporation for Amendment of 5
! _ : - Order No. R-111-A, Eddy County :

Gentlemen: :

Recently I have had telephone conversations with
each of you regarding a proposed setting of February 5
as a date for a de novo hearing of Case 6742.

Having been advised by eacihh of you of.a possible |
settlement of the case, we will not set the case for a E

ﬁ hearing de novo until we receive further word from you
} g requesting a setting. ‘
§ Yery truly yours,
? ERNEST L. PADILLA |
General Counsel
ELP/dr




LEWIS C.COX,JR.
PAUL W. EATON, R,
CONRAD E.COFFIELD

HARQLD L.HENSLEY,JR.

STUART D.SHANOR
C.D. MARTIN

PAUL V. KELLY, JR.
JAMES H, BOZARTH

OQUALAR L.LUNSFORD
PAUL M. BOHANNON
J.DOUDLAS FOSTER
K.DOUGLAS PERRIN
C.RAY ALLEN

Law OFFICES

—

HINKLE, COX,EATON, COFFIELD & HENSLEY

1000 FIRST NATIONAL BANK TOWER
POST OFFICE BOX 3580
MIDLAND, TEXAS 79702

(815) 683-469)

January 7, 1980

OF COUNSEL
CLARENCE E£.HINKLE

W, E.BONOURANT,JUR. (19i4-1973)

ROSWELL ,NEW MEXICO OFFICE
G600 HINKLE BUNDING
(608 622-8%10

ONLY ATTYS. COFFIELD, MARTIN, BOZARTH,
BOHANNON, FOSTER,ALLEN, ALLEN £ BURFORD

LICENSED IN TEXA
JACQUEUNE W ALLEN ®

T. CALDER EZZE(L ,UR.
WHLIAM B.BURFORD
JOHN S.NELSON
RICHARD £.0LSON

Mr. Dan Nutter

0il Conservation Division
Post Office Box 2088

Santa Fe, New Mexico 87501

Re: Appeal De Novo, Amax
Chemical Corporation Case
No. 6753, Order R~111-M

Dear Dan:

The Petroleum Corporation has decided to appeal de novo the
Order which was entered in the above referenced Case. Accordingly
transmitted herewith you will find multiple copies of an Application
for Appeal De Novo and by copy of this letter I am also trans-
mitting to Chuck Feezer, Attorney for Amax, a copy of the
Application.

As soon as you have some idea as to when the full Commission
will be able to sit for a hearing on this particular case, please
let me know so that we may line up our witnesses etc. just as
quickly as possible. Also if any additional data or information
is nceded in order that you may put this appeal de novo on the
docket, please call.

f Thank you.
Very truly yours,
HINKLE, COX, EATON,

COFFIELD & HENSLEY N

Conrad E. Coffield \:\"f& T

M

SRR
*\‘
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Mr. Dan Nutter

CEC:cl

xc: Mr. C. A. Feezer
post Office Box 128
Carlsbad, New Mexico 88220

Mr. Larry Shannon

The Petroleum Corporation
3303 Lee Parkway

Dallas, Texas 75219

Mr. Hal Dear
Midland National Bank Tower
Midland, Texas 79702 ‘

Mr. Harold L. Hensley
Post Office Box 10
Roswell, New Mexico
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BEFORE THE OIL CONSERVATION COMMISSION 47214?

,. Q.
STATE OF NEW MEXICO i s
O/, _". "/,(’}’ , iy
APPLICATION OF THE PETROLEUM ) O, VD
CORPORATION OF DELAWARE ) Y- T T SN
FOR APPEAL DE NOVO TO THE ) CASE NO. 6753 ‘541,/:1170"\_ //
OIL CONSERVATION COMMISSION ) 4 Qf"%\ 7
N
The Petroleum Corporation of Delaware, by its undersigned 43&

attorneys, hereby makes application for an Appeal De Novo to
the 0il Conservation Commission for the State of New Mexico in
connection with Order No. R-111-M, and in support thereof would
show:

1. 0il Conservation Division Order No. R-111-M, was entered
in Case No. 6753 on Décembér 14, 1979, following a hearing before
an examiner of the 0Oil Conservation Division on December 12,
1979. Said Order adopted and approved the application of Amax
Chemical Corporation requesting an expansion of the area embraced
within the 0Oil Conservation Division's Order R-111-A, as amended,
and revoked the previously issued Drilling Permit for The Petroleum
Corporation of Deiaware Parkway West Unit Well No. 9.

2. The Petroleum Corporation of Delaware is adversely
affected by said Order R-111-M and accordingly, pursuant to
Rule 1220, is entitled to have the matters formerly considered by
the examiner in Case No. 6753 to be heard de novo before the full
0il Counservation Commission.

WHEREFORE, applicant respectfully requests the Commission to
arant this application for appeal de novo and set this matter
for hearing before the full 0il Conservation Commission at the

first available hearing date next following the expiration of

fifteen (15) days from the date this application is filed pur-

suant to Rule 1220. Upon such hearing applicant further requests
an order be entered denying the application of Amax Chemical

Corporation for an expansion of Qrder R-111-3

>i

as amended; Aas
more particularly sought in the application filed by Amax
Chemical Corporation in Case No. 6753 and also requests that the

Order for the revocation of the above mentioned drilling permit




be rescinded and said drilling permit be reissued and approved
by the Commission as quickly as possible in order to prevent

waste, promote conservation and protect correlative rights.

HINKLE, COX, EATON,
COFFIELD & HENSLEY

By: . N L SR
Attorneys for The
Petroleum Corporation
Post Office Box 3580
Midland, Texas 79702




/wa

'BEFORE THE OIL CONSERVATION COMMISSION, ///
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STATE OF NEW MEXICO 0/1 J K &
APPLICATION OF THE PETROLEUM ) »é\
CORPORATION OF DELAWARE ) Y o, A
FOR APPEAL DE NOVO TO THE ) CASE NO. 6753 /p
OIL CONSERVATION COMMISSION ) /o,V

The Petroleum Corporation of Delaware, by its undersigned
attorneys, hereby makes application for an Appeal De Novo to
the 0il Conservation Commission for the State of New Mexico in
connection with Order No. R—lil-M, and in support thereof would

! show:

1. o0il Con;ervation Division Order No. R-111-M, was entered
in Case No. 6753 on December 14, 1979, following a hearing before
an examiner of the 0il Conservation Division on December 12,
1979, Said Order adopted and approved the application of Amax
Chemical Corporation requesting an expansion of the area embraced
within the 0il Conservation Division's Order R-11l1-3A, as amended,
and revoked the previously issued Drilling Permit for The Petroleum
Co:po?ation of Delaware Parkway West Unit Well No. 9.

2. The Petroleum Corporation of Delaware is adversely
affected by said Order R-111-M and accordingly, pursuant to
Rule 1220, is entitied to have the matters formerly considered by
the examiner in Case No. §753 to be heard de novo befoée the full

0il Conservation Commission.

WHEREFORE, applicant respectfully requests the Commission to

grant this application for appeal de novo and set this matter

for hearing before the full 0il Conservation Commission at the
first available hearing date next following the expiration of
fifteen (15) days from the date this application is filed pur-
suant to Rule 1220, Upon such hearing applicant further requests
an order be entered denying the appliéation of Amax Chemical

Corporation for an expansion of Order R-111-A, as amended, as

more particularly sought in the application filed by Amax
Chemical Corporation in Case No. 6753 and also requests that the

Order for the revocation of the above mentioned drilling permit




be rescinded and said drilling permit be reissued and approved
by the Commission as quickly as possible in order to prevent

waste, promote conservation and protect correlative rights.

HINELE, COX, EATON,
COFFIELD & HENSLEY

By: (\‘.N._MQ,N oy

Attorneys for The ,
Petroleum Corporation
Post Office Box 3580
Midland, Texas 79702
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STATE OF NEW MEXICO
APPLICATION OF THE PETROLEUM )
CORPORATION OF DELAWARE )
FOR APPEAL DE NOVO TO THE ) CASE NO. 6753
OIL CONSERVATION COMMISSION )

The Petroleum Corporation of Delaware, by its undersigned
attorneys, hereby makes.application for an Appeal De Novd to
the 0il Conservation Commission for the State of New Mexico in
connection with Order No. R-111-M, and in support thereof would
show;

1. O0il Conservation Division Order No. erll—u, was entered
in Case No. 6753 on December 13, 1979, following a hearing before
an examiner of the 0il Conservation Division on December lé,
1979. Said Order adopted and approved the application of Amax
Chemical Corporation requesting an expansion of the area embraced
within the 0il Conservation Division's Order R-11l1-A, as amended, .
and revoked the previously issued Drilling Permit for The Petroleum
Cbrporation of Delaware Parkway West Unit Well No. 9.

2. The Petroleum Corporation of Delaware is adversely
affected by said Order R-111-M and accordingly, pursuant to
Rule 1220, is entitled to have the matters formerly considered by
the examiner in Case No. 6753 to be heard de novo before the full
0il Conservation Commission.

WHEREFORE, applicant respectfully requests the Commission to
grant this application for appeal de novo and set this matter
for hearing before the full 0il Conservation Commission at the
first available hearing date next following the expiration of
fifteen (15) days from the date this application is filed pur-
suant to Rule 1220, Upon such hearing applicant further requests
an order be entered denying the application of Amax Chemical
Ccrporation for an expansion of Order R-11l1-A, as amended, as
more particularly sought in the application filed by Amax
Chemical Corporation in Case No. 6753 and also requests that the

Order for the revocation of the above mentioned drilling permit




be rescinded and said drilling permit be reissued and approved
‘by the Commission as quickly as possible in orderx to prevent
waste, promote conservation and protect correlative rights.

HINKLE, COX, EATON,
COFFIELD & HENSLEY

Attorneys for The
Petroleum Corporation
Post Office Box 3580
Midland, Texas 79702

ot by
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APPLICATION OF THE PETROLEUM ) C‘"~‘”%y ‘
CORPORATION OF DELAWARE O

)
FOR APPEAL DE NOVO TQC THE ) CASE NO. 6753
OIL CONSERVATION COMMISSION )

The Petroleum Corporation of Delaware, by its undersigned
attorneys, hereby makes application for an Appeal De Novo to
the 0Oil Consefvatibn Commission for the State of New Mexico in
connection with Order No. R-111-M, and in support thereof would
show:

1. Oil Conservation Division Order No. R-111-M, was entered
in Case No. 6753 on December 14, 1979, follbwing a hearing before
an examiner of the 0il Conservation Division on December 12,
$. BSaid Order adopted and appioved t
Chemical Corporation requesting an expansion of the area embraced
within the 0il Conservation Division's Order R-111-A, as amended,
and revoked the previously issued Drilling Permit for The Petroleum
Corporation of Delaware Parkway West Unit Well No. 9.

2. The Petroleum Corporation of Delaware is adversely

- affected by said Order R-111-M and accordingly, pursuant to

Rule 1220, is entitled to have the matters formerly considered by
the examiner in Case No. 6753 to be heard de novo befo;e the full
0il Conservation Commission.

WHEREFORE, applicant respectfully requests the Commiséion to
grant this application for appeal de novo and set this matter
for hearing before the full 0il Conservation Commission at the
first available hearing date next following the expiration of
fifteen (15) days from the date this application is filed pur-
suant to Rule 1220, Upon such hearing applicant further requests
an order be entered denying the application of Amax Chemical
Corporation for an expansion of Order R-111-A, as amended, as
more particularly sought in the application filed by Amax
Chemical Corporation in Case No. 6753 and also reguests that the

Order for the revocation of the above mentioned drilling permit




be rescinded and said drilling permit be reissued and approved
by the Commission as quickly as possible in order to prevent
waste, promote conservation and protect correlative rights.

HINKLE, COX, EATON,
COFFIELD & HENSLEY

By :CQ . =
Attorneys for The‘\/‘
Petroleum Corporatibn
Post Office Box 3580
Midland, Texas 79702




STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

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

i CASE NO. 6753
f; Order No. R-11ll-M

(APPLICATION OF AMAX CHEMICAL
CORPORATION FOR THE AMENDMENT
'OF ORDER NO. R~-111-A, EDDY
‘COUNTY, NEW MEXICO.

f ORDER OF TdE DIVISION

iBY THE DIVISION:

f This cause came on for hearing at 9 a.m. on December 12,
j&979, at Santa Fe, New Mexico, before Examiner Daniel S. Nutter.

NOW, on this +n day of December, 1979, the Division
loirector, having consiaered the testimony, the record, and the
’reconwendations of the Examiner, and being fully advised in the
prenlses,

FINDS:

(1) That due public notice having been given as required
wby law, the Division has juriadiction of this cause and the
_subject matter thereof.

; (2) That the applicant herein, Amax Chemical Corporation,
i'seeks the expansion of the Potash~0il Area as defined by Division
Order No. R-11l1-A, as amended by Orders Nos. R-111l~B through
iR=111-L, inclusive, by the inclusion therein of the following
debcribbd lands in Eddy County, New Mexico:
: TOWNSHIP 19 SOUTH, RANGE 29 EAST, NMPM

Section 263 N/2 NW/4

Section 27: N/2 NE/4 and NE/4 Nv/4

, {3) That sgection 70-2~12 B(17) NMSA 1978 Comp. enpowers

the bivision "....t0 regulate and where necessary prohibit
drilling or producing operations for oil or gas within any area
containing comwercial deposits of potash where such operations
would nave the effect unduly to reduce the total quantity of such
‘commarcial deposits of potash which may reasonably be recovered
in commercial quantities or where such operations would interfere
unduly with the oxderly commercial development of such petash
‘dGPOSlto;
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‘Order NoO. R=11l1-M

(4) That in order to carry out its statutory mandate to
prevent the waste of potash and to regulate and where necessary
'prevent drilling operations within any area containing commer-
‘cial deposits of potash, the Division by its Order No. R-1ll-a,
;as amended, has promulgated the "Potash-0il Area" wherein it
‘has found to exist such commercial deposits of potash and has
iprescribed special casing and cementing rules as well as
rcertain procedures for issuance of drilling permits.

: {5) That pursuant to Order No. R-11ll-A and the Rules and
*Regulations of the Division, Amax Chemic&al Coxporation did on
‘November 8, 1979, file its application for hearing to consider
“the expansion of the Potash~0il Area as described in Finding
Vo. (2) above, allegxng that the lands sought to be included
“in the Potash=0il Area ",...are helieved to contain commercially
‘recoverable cuantities of potash orc for the reason that appli-
~cant is doing exploratory drilling, all of which core tests show
commercially recoverable quantities of potash ore reaching from

ja low of 48 inches of 12.4 percent K,0 to a high of 48 inches

lof 20 percent K,0."

i

K (6) That the presently defined Potash-0il Area in the
‘wicinity of the lands under consideration in this case includes
ithe E/2 of Section 22 and all of Section 23, Township 19 South,
‘‘Range 29 East, NMPM, Eddy County, New Mexico, and the proposed
ﬁextension is contiguous thereto.

i (7) That the applicant has drilled its Core Hole No. l46-A
;at a point approximately 1520 feet from the North line and 500
Ifeet from the West line of Section 26, Township 19 South, Range
129 East, NMPM, and said core hole indicates a 3rd ore zone
jaccumulation of 48 inches of 12.4 percent K0 ore.

. (8) That the applicant has drilled its Core llole No, 156
approximately 700 feet from the North line and 2500 feet from
the East line of Section 27, Township 19 South, Range 29 Last,

Y\IMDM and =2id core hele indicates a 3xd ore Zona accumuliation

‘of 48 inches of 21.) percent K,0 ore.

_ (9) That the grades of potash encountercd in the above-
described core holes constitute commercially recoverable potash
reserves, particularly in view of Amax Chemical Corporation's
method of blending the higher grade ores and lower grade ores
together for processing.

(1L0) 7That it is reasonable to extrapolate the commercial
deposite of potash in the /2 of Section 22 and in Section 23,
Township 19 South, Range 29 Ilast, NMPM, and which are already

o
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included in R-111-A, across the lands sought to be included in
R-111~A to the core holes described in Findings Nos. (7) and
i(8) above, and to thereby determine that said lands sought to
be included in the Potash-0il Area do contain commercial deposits
.0of potash.

: (11) That the N/2 NW/4 of Section 26 and the NE/4 NW/4 and
W/Z NE/4 of Section 27, all in Township 19 Scuth, Range 29 East,
"NMPM, contain commercial deposits of potash, and that gaid lands
ishould be included in the Potash-0Oil Area as defined by Orxder
No. R-111~A, as amended.

< (12) That The Petroleum Corporation of Delaware proposes
to drill a Morrow test well at a point 660 feet from the North
Iline and 1980 feet from the East line of Section 27, Township
}9 South, Range 29 East, MPM, and that said location is within
;the proposed extension to the Potash-0il Area described in
”1nding No. (11) acove.

ﬁ (13) That the drilling of said well, if completed as a
high-pressure natural gas well at the location proposed, would
‘require applicant Amax Chemical Corporation to forego primary
hininq operations anywhere within a 200 foot radius of the well
‘bore where it penetrates the potash beds, and to foregc secondary
mininq operations anywhere within a 750 foot radius of the well
bore where it penetrates the potash beds, in order to avoid the
ihazard of the shear forces which would be exerted on the well
‘during subsidence following secondary mining, and the possible
entry of natural gas inteo the potash mine.

H (14) That assuming an average K50 content of 21.1 percent
‘in the 200 foot radius of no mining and 15 percent in the 750
?foot radius of no secondary mining, it is estimated that 34,844
tons of finished potash product would Le lost if the well des—
_‘ribed in Finding No. (12) above were to be drilled at the
'proposed location.

(15) That at the current market price of $60.00 per ton for
the finished product, the lost potash described in Finding No.
(14) above would have a value in excess of $2 million.

: (16) That the casing and cementing program for The Petroleun
Corporation of Delaware well described in finding No., (12) above
does not comply with the casing and cementing program for deep
walls prescribed by Order o, R~111l-A.
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| (17) That in the interest of mine safety and the protec-
‘tion of human life, and in the interest of the protection of
“comnercial ceposits of potash and the prevention of waste
thereof, the aforesaid well should not be drilled at the above~.
described location.

ﬂ (18) That in order to afford The Petroleum Corporation of |
"Delaware the opportunity to produce its just and equitable
ishare of the gas in the reservoir underlying the subject lands,
and to protect correlative rights, said company ashould be
permitted to drill at a standard location in the N/2 of Section
w27 other than in the NE/4 NW/4 or the MNW/4 NE/4, or should
‘request an unorthodox location in the S/2 NE/4 of said Section
27-

i

1 IT IS THEREFORE ORDERED3

‘ (1) That the application of Amax Chemical Corporation

!for the extension of the Potash-Oil Area, as defined by Division
fOrder No. R-1ll-A, as amended, is hereby approved, and said
iPotash-0il Area is extended ¢ include thercin the following
‘described lands, all in Eddy County, New Mexicos

i
l

% TOWNSHIP 19 SOUTH RANGE 29 EAST, NMPM
; Sectior 26t N/2 NW

Section 27: NE/4 W/ll and N/2 NE/4

4
1
i (2) That no well not already drilled in the above-described
ilands shall be drilled unless a permit therefor has been obtained
,;n accordance with the provisions of Order No. R-1ll-A and/or

‘unless the casing-cementing program for such well complieg with

the casing-cementing program prescribed by Order No. R~1ll-A,
l

| (3) That the Drilling Permit for The Petroleum Corporation
bf Delaware Parkway West Unit Well No. 9, proposed to be drilled

ito the Morrow formation at a point 660 feet from the North line i
anﬂ 1980 feot from the Dast line of Section 27, Township 19
-South, Range 29 Ebast, NMPM, Eddy County, MNew Mexico, is hereby
revoked,

(4) That jurisdiction of this cause i8 ratained for the
entry of such further orders as the Division may deem necessavy.

g i Al aaml. v,
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?; DONE at Santa Fe, New Mexico, on the day and year herein-
, abova designated.

~&TATE OF NEW MEXICO
OYL CONSERVA DIVISION

£a/
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STATE OF NEW MEXICO

ENERGY ano MINERALS DEPARTMENT

Ol CONSERVATION DIVISION

BRUCE KING ‘ POST OFFICE BOX 2088
GOvERNOA STATE LAND OfFICE BUILDING

LARAY K e SANTA FE, NEW MEXICO 87501
ummﬁvo ‘ December 14, 1979 ] {505) 827-2434

Re: CASE NO. 6753
Mr, Charles A. Feezer ORDER NO_ R=IXI=M

Dow & Feezer
Attorneys at Law

Po O. wx 128 A l‘ca t:
Carlsbad, New Mexico 88220 pplican

Amax Chemical Corporation

Dear Sir:

Enclosed herewith are two copies 0f the above-referenced
Division order recently entered in the subject case.

Director

JDR/fd
Copy of order also sent to:

Hobbs OCD X
Artesia OCD X

AzZtec GCD

Other Harold Hensley, Conrad Coffield
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MRLOUUTTET: Wetll call next Casce Humber
6753.

MR, PADILVA: Application of Amox Chemical
Corporation for amendment of Order No. R-111--A, Didy (founty,
New Mexico.

MR. MNUTTLR: We'}l call for appearances in
Case Number 6753, |

MR. FLRCER: My name is Charles A. Feezer,
of the firm of Dow and Feezer in Carlsbad, New Mexico, and
I'm éppearing on behalf of Amax Chemical Corporation,

MR. COFFIDLD: Conrad Coffield and Harold
Hensley, of the Hinkle Law Fire, appearing on behalf of the
Petroleum Corporation.

We will have two witnesses.

MR. NUTTER: Other appearances? Would you,

proceed, Mr. Feezer?

MR. FEEZER: Yes., I have four witnesses,
Mr . Examiner, Mr. Bob Kirby, Mr. Bob Brown, Mr. Everett
Jourdan, and while not a witness, Mr. Joinn Burleson of the
USGS will be makino a statement..

ould those three that I first named step
forward and raise your right hands and be sworn, please?

MR, MUTTER: My. Coffield, would you have
your witnesses also stand and be sworn?

MR, COFFIFLD: Mr. Hal Dean and Mr. Larry

|




)

AN reporting service

Court Reporting Service
al r“- Mexico 87501

10

11

12

13
14
15
16"
17
18
19
20
21
22
23
24

25

Shannon.

witness.

6

Page

{(Uitnogsos sworn.)

MR, FORZER: NMr, Bob Kirby is my first

BOB KIRBY

being called as a witness and having been duly sworn upon his

cath, testified as follows, to-wit:

BY MR, FEEZER:
o
and occupation?

A

=

)

0

DIRECT EXAMINATION

Would you please state your name, address,

Robert Kirbv, 1504 Jefferscon, Carlsbaq..
And --

I'm a Minc Superintendent.

Are you also a mining engineer by training?
Yes, I am .

Have you previously testified before the

0il Conservation Conmiission in other matters relating to

the extension of R-111-2 and cil and gas in the votash in-

terests?

e

Sl i

i b

T~y
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M, Phnuln: NMr, Lxaminer, de you care to

go further into his cualifications?

R IR REL CIA AR A Y~
Bt HRUTTH R 1Ly,

<]

iz . Mrn  Kirby is guali-
fied . We're acquainted with him from previous cases.

Q Mr . Kirby, in'your capacity as !ine Super-
intendent and as a miningrengineer, has there been prepared

what has been marked here in this case Exhibit HNumber One

under your direction and supervision, which discloses the

- area of interest which is set forth in the application of

120 acres in Secticns 26 and 27 cof 19 South, 29 East?

A Yes.,

0. And would you briefly take a copy which
vou have before you while 1 hand this to the Examiner sco
that he may follow it, and referring éo Exhibit Cne, would
vou outline first in reference to the scale at the top lefé-
hand corner, what the heavy dashed blue line in Sections 26
and 27 indicates?

A The heavy dashed blue line indicates the
area applied for as extension tc the R-111-A,

o And in connection Qith the land sought to
be included, has drilling been done of a core test nature
to determine whether or not commercially recoverable deposits
of potash ore exist in this area?

a, Yes, they nave

0. referring first to the north half of the
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o 1 northwest quarter of featien 26, would yeu tell the Uxaminer
2|l what information you have touchino upon this tract?

3 A, ‘e have drilled Hole MNo. 146-A. Our core

4l results show a 48-inch thickness of 12.4 percent X_0,

5 0 Ts this 146-~2 actually within the north

TP SN

6l half of the northwest or slichtly below the --

7 A, It's slichtlv helow. It's in the south

88 half of the northwest quarter

g 8 Q. Pnd what distance is there, if you can tell }

3 ,

g 0F me, from theré to the north half of the northwest cuarter? j

g, i A Approximately 200 feet ?

- g 12 0 Now, referring to the exhibit, Hole No. 142;

13 above, in Section 23, does that indicate a comercially re-
14 coverable quantity’of potash ore 48 inches thick? £

15 N Yes, it does.

.m—npor&ngnwico
nersl

16 Q Has this whele area where core tests have

17 been run in the past, does it represent,at least in the

B ) shaded area, en exploration program and development program

1 | that 2amax is undertaking at this time?

20 A Yes, it dces. "
21 Q Is it your opinion that based upon Hole

2 Mo. 146-A and Hole Mo. 142 above in the adjoining Section 23,
23 that commercially reccoverable cuantities of potash exist

24 within the area souaght to ba included within P~111-2a7

26 A, Yes, they do .
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0 Y5 othncre anychdng Further that you can tell
the Exariner about yowr - the irnfornetion you have regarding
thig provesed tract of Joand in Cection 2672
A No, there's no -~ that's all the informa-
tion we have.
0 Yesterday did you discover, or within the

last 4f hcurs, the possilile existence of a previous plugged
and abandoned well that was not known to you much before 48
hours ago, in Section 26, in this area?

A Yes,'that Union State Mo. 1.

Q Vhat can vou tell the Fxaminer about that
Union State Ho. 1 Viell?

A It's plugged and abandoned. I think the
date of abandonment was 1962. The lecation that is plotted
on here is from the records.

Q Anc the TR, if you know?

MR. FEEZER: Does that show on your map,
Mr. Examiner?

MR NUITER: Mo, it doesn't.

B, 4622 feet. |

MR. FEEZER: YWe have penciled in on the
exhibit I have before me., Perhaps we had better substitute
this one for the one vou're looking at, and would you mark it
Yxhinit Cne for ne, Mr, mitter, oleasae?

o Assumine there is a plucged and abandoned
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Page
h ! well there, do vou lnow aaythine about vhat sort of a plugging
2 program ccourred? o ven baze eny inteornakion at all about
3 it
4 A T have no information or the nlugging of

5 thiis well,

6 0 In spite of the fact that there may be a
plugged and abandencd well within the area undar discussion,

8 what would be the process utilized by Amax to recover com-—

g gﬂ mercially valuable ore with that well in that place at this
8 @
% 10 time?
%:
j?ii " A As our mining progressed nearer that well,
S i 12 . . . s
‘ - E‘g we would leave a 1l00-foot radius pillar, scolid pillar, around
? ]
‘ 13 i the well, and nct seceond mine for a radius of approximately
: 41 750 feet frem that well.
o ; 15 o For the record, why would the company not
: 16 second mine in the avea around the well?
7 A The second mining opc~aiion causes subsi-

i8 dence of the overlying ground to the surface and this subsi-~

19 dence would disturb the well section.
20 0. Tould it present a potential hazard to tne
2 entire mine operation if there shcould be any sour residGual
2 gas that would escape into tha nine ver se?
23 A, A disturbance would open up possibilities
24 : . NSV s yad s L syeres

of this gas gebtbing into sur PLIC WOrZings.
25 N . I T STy g e SR TR § 1

Q Ts there anythlng further about the north
[
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half of the northwost of Scction 26 that you can advise the
Cormission abont at his tire?

A. Yo, sii,

Q Peforriya novw to the north half of the
northeast of Coctien 27, will veu tell the Exarminer about your§
test linle MNo. 156, as shiown on Exhibit ne?

A llole Mo, 156 intercepted a thixd ore zone
assaying 21.1 percent sylvite, or KZO as sylvite, of 48-inch
thickness.

Q Is that thickness and grade of potash ore
commercially recoverable at this time?

W Yes, it is.

0 Can you tell us a little more about how
good this ccre test appears to be in reference to some of the
other core tests on the map above it in Section 22, for
exarple?

R vWell, in Section 22 we are -- our core tests
show anywhere from 11! to 15 percent X_0. mhis well down here

2

in Section 27 assayed 21.1 percent 850, so it's extremely
good well, tcday's economics.
0 Have you done a calculaticen of the economics
of what would occur if, with this value of X C at this thick-
2
ness, would do if a well were Irilled within the norith half

Pe

of the northeast cuerier of fSection 272

joc'd
R

Yoo, T have.
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! i T hand you what has hecen marked FPyhiibit Two.f
2 || what ceoes txhibit Meeber Twe in this case reflect?

3 M Caleuwlation as reflects the tonmage of pro-
4 duct which would be lost, first, in the 200-foot radius pil-
5h lar. 1 assume that we would loave & 200-foot radius pillar

8 in this area in Section 27 hecause of the possibility of a

7 deep cas well with high pressure,

8 Q. Tet's run down Fxhibit Number Two at this

8 time so there;s a full understanding of the material on the

10§ exhibit.

n First of all, is it prepared in your own

Fe ﬁv Moxico 87501

2} handwriting?

Reporting Bervice

13” A Yes, it is.
14 0 Wlould vou start at the top of the page and

16 briefly give the anzlysis of how you reached your conclusions ]

S reporting service

16 translated to dollars on the righthand column?

17" : A The area of a solid 200~foot radius pillar

B is 125,600 square feet times the 4-foot thickness, which is

19 our mining thickness, results in a cubic foot loss of 502,400
20 sc are feet -~ cuble feet, multiplied times our tonnage factody,

21§ which is .064 tons per cubic feet, gives us 32,153 tons in

22 place, which would be lost in the solid pillar.

23 Qur mining extraction 90 percent, which we
24 would then lose 28,9232 tons, nineable tong, times our ove

2 grade of 21,1 »nercent, vhich is in the lole o, 156 -

-
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0 Let re ston o yvou and ash you if in using the
21,1 percent, is 1t o reasonalle asswaniion on your part as
a mining engincer that that is the proper factor to utilize
in view of a proposod Parkway Vest Unit o, ¢ within a short

distance fronm tlole o, 15¢7?

Y I think so; it's reasonable.
Q Carry on with your testimony, please.
A This would result in Gl0€ tons of KZO mine-

able, which we would lose. Our mill recovery is 85 percent,
and that would leave us 5180 tons of K,0, Our product grade

is 61 percent K,0, so that results in a net loss of product

in the solid pillar of 8508 tons.

Now I went down to the area of second mining

which we would not do, 750-foot radius around that --

G Iet me stop and ask you -- yes, tell us
about the 750-foot radius.

A e would not seccondé mine within an area of
750 -~ described by an area within the 750-foot radiuvs, This
is due to the subsidence picture we described before.

Q Ali rignt.

A This area in total would be 1,766,250 square
feet times a 4-foot thickness, would result in a cubic footage

of 7,065,000, 1 deducted tuen the 502,400 scuare feet, or

! cubic feet from the solid pillar, which I'¢ accounted for a-

bove, leaving us a cubic foot facstor of 6,562,600, Converting
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this to tons in pleace, we reszult - we have 420,000 -

0 Aud 6 toas in place?
A I Lelieve that's zero-zero-six tons in
place.

Low, in our second mininu we extract 30 per-|}
cent of the total area, and this leaves uvs 126,002 tons mine-
able, and in this case, 1 dropped back off the 21 percent ore
grade and assumed an average of 15 percent, and leaving us
18,500 tons of mineable K70, which would be lost in this area.ﬂi

Multiplying by our mill recovery factor, we'd have then 16,065}

tons of recoverable K,0 155t times -- or divided by our 61
percent product grade, this gives us 26,336 tons of product
lost in the second mining area.

Added together with the so0lid pillar, we
have lost, then, a total of 34,844 tons of product.

i That is, if a well 1s drilled there and you
have to tzke the precautions you've discussed to support that':
and avoid subsidence?

A Yes,

Q All richt. You multiply that tines a factof
of $60 per ton, is that the present marketplace at this time
for potash from the Carlsbad Basin?

A, Yeg, it is.

QO and your f£inal figure in estimated lost pro-

duct wvalue ?
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Y £2,000,5¢9 sales value.

o oview of youy extensions of figures on
Exhibit Number %wo, and in view of the fact that the Petro-
leun Corporaticn of Delavare has bkeen granted and application
and/or perimit, or both, I bLelieve now, to drill a well within
a short, relatively short distance from Kole No. 156, do you
believe these figures on Ixhibit Mumber Two fairly represent
what would be lest in the wvay of dollars to the company if
the well was permitted to go ahead? |

A Yaes, I really do.

d Do you know what the status of that well is

A, My information is that the location was
prepared. The preparation was completed on Monday of this
week. .

Q and have ynu been monitoring it on an everyf
day or two basis?

A This week we have, yes.

Q and did you discover yesterday that a pad
or other preparatory groundéwork had been done for this well?

A, Yes, we did.

) Is it your opinien that with these two hole&
within Sections 26 and 27, that the north half of the north-
ezst of 27 and the north half of t+he northwest, contain

commercially recoverable potash ore?
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A Yeasg, L6 ois,

n Al Fo ovou Jael taey should be included
within R-111-A to promota the conservation of natural resource
and the orderly development of those resources in this arsa?

- ¥Yos T Co.

Q There was aﬁother test hole on the west edge
of the propecsed included area, MNo. 169. Will you tell -the
Examiner about that?

A That was essentially a barren hole. The
reason we have included that particular 40-acre tract is be-
cause of the strength of the Hole 156 and that ore running
over into that quarter -~ that 40-acre tract, tlhie northeast
of the northwest of Section 27.

Q And is it a reasonable mining engineering
assumption that the gquality of the ore shown in Hole No. 156
would extend into at least the east half of the 40 in the wes
half of 27?2

A Yes,

MR, PEEZER: %We would move the admission of
Exhibits One and Two into the record.

MR. NUTTER: Applicant's Exhibits One and
Two will be admitted in evidence,

Are there any gusstions of the witness?

MR, HUHNELEY: Yes, Your IHonor.

MR, NUTTER: Mr. Hensley.
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CROFS WHEMIINATION
BY MR. HENSILEY:
o Mr. Xirby, as I understand it, vou're a
mining engineer, is that corrsct?
A Yes, sir,
Q " And it's your opinion from my interpretation

of your direct testirmony, that commercial deposits of potash
exist in all of the area which Amax proposes to be included
in the extension of R~111-A.

A A commercial deposit of potash exists in

each of the 40-acre tracts we nave acsked for.

Q Would you say that the deposits are marginaj
at best?

A No, I would not.

Q Ts nmineable ore normally determined and

discuszsed in terms of foot percent?

A Yes, we have to relate it to thickness,

o . And would it be accurate, Mr. Kirby, to say
that if you had 4 feet of 12 percent ore that you would have
43-foot percent?

A Yes.,

0 nnd, for example, some of these holes that

you've got, these core holes, indicate less than 50-foot per-
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cent, do they not?

A
0
&

a

Yoo,
Foe exarnle, Mo,

Yes

.

You testificed on direct examlnation that

Hole MNo. 142 in the southwest corner of Section 23 was a com-

mercial hole.

A

it not?

cutoff?

&l

Q

Yes.

And that's less than 50-foot percent, is

Yes, it is,

Is 50-foot porcent considerad an economic

No, it isn't.
It's not?
No. ;

Does anyone in the industry, other than

Amax, consider that commercial?

to the test hole which is in the northwest quarter of Section
26, north half northwest guarter, labeled 14G-2A, this hole,

as I undersitand it, had 4 feet of 12.4 percent K?G, ie +hat

correct?

I can't speak for the others in the indust

Now, directing your attention, Mr., Kirby,
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1 A Yeu, d0 15,

2 Q. Vit poveentage of this K,0 in this area

is sylvite?

A These figures on here are sylvite KZO, We

have deducted any carnallite :\'.?0 from it. These are sylvite

e

Q These are not gross ore assays, then. You
have chemically assayed them and broken down the sylvite con-

tent.

P P T g O N T N

A Yes, sir.

Mexico 87501

Sorvice

Q Is it correct that none of these ore grades

4

@I reporting service

represented on this exhibit contain any carnallite value?

t Reporting

TV P

A The ore ~- the Lkeds themselves did contain
carnallite. Ve have deducted the carnallite Kzo from the i
15
analysis to put on these maps. |
g -
‘ Q You deducted it from your analysis on Hecle
17
146-A, and my question is, has it also been deducted, sir, on
18 ;
the rest of these holes in the area where you show a percentagpe?
19
“ A I believe s6. We pnt these mans toagsther :
20 :‘
over a period of years, and I believe they're all sylvite
21
K»0.
22
0. that was the percent carnallite in 146-A3,
23
in that core test?
24
A T don't know right offhand, sir. Ny recclj
25
lection is it was guite low.
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Q. LV, as aokatoer of fact, and T believe you

2 . o " .
i made this clear on your direct examiaation, the core hole

designated 146-A i outside the bowundary of Lhe proposed ex-
tension.

h It is,

0 The only other core hole in the inmediate
proximity is 147, which ig inrediately to the east of the
proposed inclusior of the north half nortihwest quarter, and
that purports to be, on Exhibit A, a barren hole, is that
right?

A That's right, sir.

Q So there has been no core drilling at all

. . , . e S T S S ALy F . - P
in the area proposed to Le included, which lies in the north

!..

half northwest quarter of 27.

A No, sir.

Q and yet, as I understand your testimony,
you are testifying before this Examiner Hearing that in your
opinion, that all of the arca contained in that proposed ex-~
tension contains commercial! deposits of X,C.

A From our mining experience in this particul
ore zone, the consistency of the bed from the edge ~-~ from
the edge of the ore outlined, throughout the interior is very
good, and we can project across a short distance like this
between two comercially recoverapble well tests, we can pro-

ject ore in there very confidently.

]
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1 AR T T S O W | . LR ~ -
0 aodily n i Laard ore rone?t
2 , v o4 ERN P AN P T | ~
I, aluoanoan e thoed ore zone,
3 B LI PR S : "
Q Uhich lice shove the first ore zone?
4 A Yos. Yos, gir,
5 I‘ B .s . f
) hrd the fivst ore zone is the main ore body,
8l .
is it not?
? 2 It has Leen the main ore producer in this
848 area, sir.
. = e .- .o . -
; 2 Q tiow you indicated that there is some type
' % 0§ of continuity to this straticraphic laydown of these deposits,
1 TEY | |
: "*i at least insofar as the percentage ore grade is concerned.
v . ,
" "Eﬁ“ 12 . .
S §§3 Let me call your attention, Mr. Kirby, to the hole which you
1 . . '
: 3 testified about in Section 27, No. 156, showed a 21.1 percent
: 4 assay content. The hole immediately adjacent to it on the
15{ west showed .3 of a percent. The hole immediatelyv scuth
f 1 . . . .
60 showea 1.3 percent. The hole inmediately north and east
71 showed 11.3 percent, Isn't it a fact, sir, that there is no
18 continuity at all in that bed in thig area, on these marginal
¥l 1imits of this intercept extension?
20 A There is continuity within the ore body.
21 You're talking about betwaen the ore -- the ore body and the
22 .. Cea . ] . . i
edge -- and the outside of the cre body. There is no contlnulry
4
23 L | 1 H . 3 3 1
there. It goes -- it's berren, yes, that's richt., We've
24 N - ' P ¢, . . i . 4 N
ceen Grilling guite consistently over the past yeary trying
25 2 1 k] 3 =] y 3 4
to find the edge of this ore body. %e think we've got it
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narrowed down right how.

) Now, wita redpoect to the proposed extension
in Secction 26, if Y may direct your attention to that area
again, pleasc, you indicated on direct cxawmination that you
had just discovered a day or so ago that there was a well
which had been drilled in that area back in 1961 or 1962, is

that correct?

A Yes.

Q The Union State Ho. 1, total depth of 4622
feet,

A Yes.

Q And that would ~- that would have gone

completely through the potash zones, would it not, at that
depth?

A VYes,

0 Do you know anything about the casing pro-

gram on that well or whether it was pluggeu or how it was

plugged?

A I don't, Ve don't have the records on that
well,

Q. And you indicated that by virtue of the
fact that this -~ this hole ~- this Union State No. 1 Well

had intersected a geologic depth below the votash salt beds,
that iv would b necessarxy dor you to leave a 130-foot pillar

around the well, is that correci?
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\ Yes, slt.
Q For saivly owposes?

MR, FITLZER: A 100-foct radius, Counsel,

ol A 1006~fcot radius pillar around the well?
M Yes, sir.
0. How, do you know anything about the appli-

cétion of Fetroleum Corporation to drill a well in the north
half northwest quarter of Section 26, Mr, Kirby?

A I do.

0 You are aware, are you not, sir, that that
application has been filed with thic Commission?

A Yes.

o And are you aware, sir, that the applicati-f

proposed to twin the Union State MNe. 1?

A Would you repeat that, please?

Q Yes, sir.

A I don't understand the question,

Q The proposed location for the No. 3 -- for

the No. 3 Petco State Com Vell in the north half northwest
quarter of Section 26, proposes tc drill a test well in that

location in the same geographical location as the Union State

Well which 1is plugged,; is that correct?
A Yes, sir.
Q Aand isn't it a fact, Mr. Kirby, that the

only reason that you as a mining engineer arxe concerned about

Y A
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the loss of potash by virtue of having to leave this vroposed
pillar there, is because of thoe angle of incidence which
mining engineers have testificed about many times in this Com-
mission, for safety factors, 45 degree angle of incidence
around the hole?

A Yes.
new wells with the high pressure gas you're cetting.

Q But the fact of the matter is, is it not,
sixr, that the drilling of the Petco State Com No. 3 Well at
that location will not cause the loss or interference with
any additional potash, other than what has already been lost
py virtue of the fact that this well was drilled and plugged
back in 19627

A No, you're ~- I can't agree with that. If
you drill this ¥ec. 3 Well, cocmplete 1&, we would leoave a 200-
foot radius around that well, but there's another factor here
We have an option which we would investigate as we are mining
in that area. We could apply to re-open that present plugged
and abandoned well and cement it to the surface, depending on
conditions when we get in that area.

0 You mean you would consider it safe for
mining purposes if you put a cement plug from the total depth
to the suviface?

L e have done tals in the past in another

area. cemented, and *hen we would still leave ithe 1C00-foot

u

I'm also concerned about drilling any

por
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radius pillar, but we would e able to second wine it.

Q. ft wouldn't have any effect on the leaving
of the pillar, thougi?

he Ho, not the solid pillar, no.

Q Because the same yisk with respect to the g

possibility of shearing would be present, notwithstanding the

placement of cement in the hole?
- Well, there wouldn't be the same case be-

cause if we cemented that hole solid from the bottom of the

well to the surface, we would be very confident of not having
any gas coming from the underlving formations.

Q. Is that -~

A Then your subsidence wouldn't have that mu
effect on the upper part of the‘well, you see, These old
wells, the casing, the akandconment program they have on those
is certainly not acceptable to the potash industry.

Q But as I understand it, you, speaking for
Amax, would have no difficulty at all with later coming in
and leaving only 100-foot pillar and doing your second mining
if this casing string was cemented all the way through the
potash section,

hY Well, this is a -~ this is a =-- we would
want the casing removed, if it was possible, below the salt
section, orn pelow our mining lovel. <the hole cemented com-

pletely, no casing. If there was casing in below oux mining
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level, no, we would not scocend mino,

{0\ flow why vonld vouw leave a 260-foot radius

pillar if this HNo. ¥ Well 1s drilled as proposed in the appli-
: !
cation now filed with this Comwmission, rather than 100-foot?
R, Racausr of the wnrogssures encountered in
that deepcr formation. We have evidence that the pressures
on these wells up in Section 23 ~-- we're very concerned with
that.

Q Fas thcre ever been an instance where you've§ .

left more than 100-foot pillar?

A There's never keen an instance where we'wve
had a high pressure gas well in the mining area.

Q Do you know anything about the geclogical
strata of tre -- of the stratigraphié section which is pro-
ductive of o0il or gas in this area?

A Not very much, no.

0 When did vou become -aware of the applicati
for the Petco State Com Mo. 3 ¥ell, Mr. Xirby?

A My -- one of ny engineers was doing some
surveying out in that area anéd found the location staked:
It's been several weeks ago, or a month, mavbe.

ped

4 Ts there any publication or engineering

manual which would prescribe a 200-foot radius in this in-~
stance as opvosed to 2 102 foot, which is the standard pillar

size around casing?
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Y e, 1ocon’t think so.

2 .. Ve . \ .
O Lo, Srvecting youy attention, 1f I onay, !

3 , . . . . \ . ;
giy, to the areso in tbhoe rorth half north half of Section 27,

4 ] L Yy 4 3 [y
which Amax propoges to include in this extension of the R-111
6 arca, you've already discussed your core llole 156 as being
] .
commercial,
7# A Yos, sir.
8 Q ‘te other three holes drilled in Section
3 9 . . .
2 27 are noncommercial, is that accurate?
-
10 . :
A Right, yes, sir. :
B |
%?85 + and based on this sub-surface control, Mr. |
_ g; 12 s c . . . i
‘ Kirby, I assume it is your belief as an engineer, sir, that |
L |
13 . - . .
, the potash deposit would extend throughout this entire avrea,
; 14‘ s ?
: even though on the west we have a2 barren hole; on the south i
15 . { '
i we have, for all practical purposes, a barren hole; and to
. : 6 .
the southwest we have a completely barren hole, is that
17 ,
correct?
t A Yes. We -- our judgument is, as 18 sihown
19 . - . .
on the map, the limits of our mining —- mineable ore.
20 s .
Q I assume you are aware, if I understood
2 . .
your direct testimony properly, that Petroleum Corporation
22 . R , ‘- . .
1as filed an application to dri what it designates a
1 filed epl t to drill what it d gnates as the
23 ‘ . ; : . ’ at *
Parkway West Unit No. 2 Well in the area shown on the plat?
24 .
M Yas, sir.
25 . . .
0 Are vou aware, sir, vhen that application




1l was filed withh the Commission?

2 A, Yes, sir.
3 0 When vas 1t filed?
4 A, November 9th,
5 Q. And are you also aware, sir, that that ap-
68 plication has been appfoved by this Commission?
7 A Yes, sir.
8 o And do vou propose by this application to
g 8 § extend the R-111 area to have the Commission withdraw its
'E % 10 | approval, or perhaps some other action, to interfere with the
) g; M § orderly development of this pool?

- ggg 12 A I would hope so, yes, sir.

ES 13 Q Is that the purpose of the application?

? 14 A I believe ocur application was filed prior

Bl to yvours,

16

.
o)

Now, in testifying as to what economic loss
17 | would be sustained, I suppose, by Amax, do you have potash

8 | leases, sir, on this property?

19 A Yes, sir.
20 Q On all the property --
2 A Section -- Amax has a lease on Section 27;

22 || section 26 is subleased from Potash Company of America.

23 Q. Subleased to Amax?
24 8. To Amax, ves, siv.
25 0. And does your lcase on Section 27 cover all
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of the arca proposed te be iancluded in the extension in Sectiof
277

A Yes, it does,

0 How, you testified with respect to this

economic loss, as evidenced by Applicant'’s Exhibit Number Two,
that by leaving a 750-foot radius on your sécond rmining, that
you would sustain a loss in sales value based on today's price
of $2,090,669, is that correct, sir?

A Yes, sir.

0. Before I get into the details of these cal-
culations with you, I would like to ask you if there's any
reason why there's been no cost allocation inclucded in this
economic survey.

MR. NUTTER: Wnat do you mean by a cost al-

location, Mr. Hensley?

MR. IEWSLEY: As I uncderstand the éxhibit,
Mr, Examiner, this is nothing but just his gross sales value
product. I would assume that -~

A, Yes, we would have mining -- we would have

production costs.

MR. HENSLEY: -- he would have mining costs
production costs, refining costs, none ot whicil 1s shown bn
the cconomic exhibit,

Q Is that correct, sir?

3 That's correct, yes, sir.
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n Have you also prepared an economic survey,
Mr. Kirby, to deternine what the cost of recovering this ore
would be and what the cost of refining the ore would be?

A No, T haven't, We do this continually in
our daily operation, but I have not prepared one for this.
We testified that this was economically recoverable ore.

Q. Yes, sir, T understand that.

MR. NUTTER: In other words, Mr. Hensley,
I think I understand. This would be the gross value of the
potash when it -- after it has been mined, lifted, refined,
and put in a sack and sent out.

A That's right.

MR. RUTTER: And this does not reflect net
profit at all.

A It does not reflect net profit, no, sir.

MR, NUTTER: Okay, just gross profit.

A Just gross --

rRL MUTER: Gross value.,
A, Just gross value,
MR, NUTTER: Okay.

0. When speaking in terms of economic loss,
with this particular grade ore in the third ore zone, you're
talking about just a very marginal operation, are you nnt,
sir? You're not talking akeout o 2,000,000 loss,

A, TE's & $2,000,000 loss in sales. It's not
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a $2,000,000 loss in net nrofit, no. .
0. - Bul you have not prepared any of the calcu-

lations on cost?

A No, I haven't.

¢ Now, have you any idea, sir, as to what the
nroposed economic loss would be if Petroleum Corporation were
not permitted to drill its development well, designated the
Parkway West Unit No. 9°?

A No, it would be very Aifficult for me to

do it, and I'm sure, others.

Q Have you made any attempt to determine what
the economic loss to Petroleum Corporation would be if they
were not permitted to drill a well for which they already havej
an approved application?

A No, sir.

0. Mr. Kirby, are you familiar with the propose

the area under consideration; or is that -~-
MR. HENSLEY: TIf I may addfess this to you,
Mr., Feeger, ao you have another witness who's going to dis-
cuss the plan of --
| ik, FELGBER: You may take 1t up witit thils
witness, if you like. He knows.

” B oen s ey me P-4 a2 - PP S . I 1. - B |
¢ Ada ¥ou ramiliarn, sin, with thae proposed

plan of development?
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i A Yes, sir,

0, Where 15 Amax mining at the present time?

A Our mining, our open mining, working faces
are in Section 23, in that cross-hatched area.

0. What -- what ore zone, sir?

q A That's third ore zore.

Q. And what has been the rate of prooress, say,
in the past six months?

R, We have temporarily discontinued mining that
particular area prcbably-in the pas£ four months; however, our
plans are to be back in there probably in February.

1) Why was the operation abandoned, or tempo-

blrarily abandoned, excuse me.
C A Because of operational difficulties in Other;
parts of the mine.

0 Did it have anything to do with the unecon-

“omic recovery of ore?

A Mo, sir.

Q Now, do you propose tc extend this area of
mining in a straight 1line?

A Yes, sir.

el And 30 1¥ you lay a sencil or a straightedge

on that propesed mining face, as shown by your Exhibit OCne,
you would not intergect any of the area proposed to be in-

cluded in this extension of R-111, would you?




R Not on that straiqght line, vou wouldn't,

2| no, sir. We would intersect a producing gyas well in Section

3| 23,

4 Q rmad you would leave a pillar there.

5 A. Leave a pillar, yes, sir.

8 ' MR. HENSLEY: We pass the witness.

7 MR. NUTTER: Are there any further questionsz

8§ of the witness?

10 REDIRECT EXAMINATION

Mexico 87501

11§ BY MR. FEEZER:

12 Q. Isn't it a fact that you don't stop your

)

SERERNY reporting service

13 mining after you go out in a straight line from the projection :

neval Court Reporting Service

41 you go out in all directions to recover the total ore bocdy

B to its extreme limits throughout the shaded area?

' 16 A Right.

| 7 u MR. FEEZER: That's all.
18 ﬁﬁ. NUTTER: The witness may be excused.
19 MR, FEEZER: The next wiltness is Mr. Bob

20 i Brown.

21
2 BOB BROWH
23 being called as a witness and having been duly sworn upon his

24 oath, testified as feollows, to-wii:

25
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DIRECT  RE¥AMTINIATION
EY MR. FEEZER:
0 Hould vyou please state your name, address,
and occupation?
A Robert D, Brown, 610 West Riverside Drive,

Carlsbad, lew Mexico; Vice President ~ General Manager of

Anax Chemical Corporation.

Q How long have you been connected with Amax
Chemical Corporation, Mr. Brown?
A Over twenty-six ysars.

QO And are you, as General Manager, fully

familiar with all of the aspects of the operation at this timef .

A Yes, I am,
0 Have vo

#R. NMUTTER: Mr. Brown is gualified.

0. You've previously testified here before the
Commission, all right.

In connection with the hearing today, have
you been present in the room and heard the examination and
cross examination of your Chief Mine Engineer, Mr. Kirby?

A Yes, 1 have.
t! First of all, in cennection with the 2ppli-
cant's Lxhibit Number Two, in reference to the economic data,

is there any information vou can give the Commission about

Fr P
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‘” that document?
2 A Vell, nothing except there was an allegation
3 that this was marginal orc. It's very high grade ore; very
4
good ore, and it would bLc¢ very cconomical ore that we're
6 talking about right here; not marginal ore at all.
6 0 I would like you to tell the Examiner what
7l the cutoff point is now inscfar as 2nax' operations are con-
8 . \
cerned as to percantage of Kzo within a given footage.
-y 9 \ .
§ h A We're looking at 9 percent at 48 inches at
10 . .
é § the present time as our economic cutoff.
x
1" . '
ii Q Would there be an economic loss to your sub-§
; i"‘ 12 : _ . ‘
'“‘ 3 lessee, PCA, if you were unable to mine the commercially re-
- 13
‘ coverable ore that you believe to exist in 267
14 1 ,
: A Yes, sir, there would.
f 15
: - Q And you pay thom a royalty, do you not?
i' I 16
g A Yes.
17 s . s :
0 In reference to the current market condition
18 . . .
for potash, and demand, can you tell the Commission what is
19 .
happening in the potash markets?
20 .
A The potash market is very strong. We are
ral
almost to the floor in inventories. We have strong demand.
22
Vie're doing everything that we can io produce as much potash
23 .
as we can to supply our customers. We think the market is
24
going to e very strong for the foreseecable future and we ave
25 . . ) .
loocking at expansion possibilities to wine this ore faster to
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"I take care of our customers at the present time. “he nrice of
2 potash 1s high, at the hichest i+'s ever been in its history,
3 - . . .

and a new price list is out that's going to bring it even
4

higher in the coming year.

0 In an crxamination of Apvlicant's DExhibit

NMumber Onz, the shaded area on the map, has 1t been -- has
7 it been and is it now thie practice of your mining engineers

s under your direction to located the core tests in a somewhat

2 9% random fashion to outline ore bodies?
«w
10 A Very definitely.
-
E " Q Are all of the core tests as shown on this
L e g 12 map at this time commercially recoverable bodies of ore?
: o
'31 A Very definitely.
4 0 Can you recall when you last testified be-
. l 15 fore this Commission on exteénsion of R-11li-A?
o : 16 A Yo, T really don't.
17( Q Was it within this calendar year?
!
18 A I believe so.
19 ] Eas the price of potash risen since your
20 last testimony within this year?
21 A I believe it has. I'm not sure, but I be~
22 .
lieve so.
23 0 Rid it rise from $50 a ton, fnrom yvour last
24 . . ,
testimony nere, to its vresent price?
2
5 A, That scunds reasonable, yes,
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o At your direction was the application in
6753 filed on HMoverber 8th before this Commission for this
extension?

A Yes, sir, it was.

Q And what has been your policy in reference
to seeking extensions as core tests were developéd?

A Well, as we -~ as we have been able to f£find
economic ore, we've been trying to protect that ore as best
we can, to try to avoid loss of -- therxe's only a small amoun
of potash reserves in southeastern New Mexico. We think it's
in the best interest of the people of New Mexico and the
United States to conserve those potash reserves, and we feel
within a reasonable period of time.we will be out of there.
We’will havea minea and abandoned those, and then the oil and
gas will still be there and can be recovered.

If you go the other way, there's a certain
amount of potash that will never be recovered.

0 In view of the hazard explained by your
mining engineer, whait process are you following, and what is
your desire, in reference to safety factors for men under~

around in these opcorations?

A e have over 200 men working every day
underaround in o mine and walve aoing o fake ecvary anfetye
precaution that we possilbily can, and we certainly think it's

prudent to follow the zafety precautions as outlined by Mr.
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Kirby, and we're goine to do it,

Ve think it would be ridiculous to do other-

0 llas Amax had any experience drilling in and
around high pressure gas wells up to now?

A No, sir.

0 And is this a source of concern to the in-
dustry? Potash industry?

A It certainly is.

0. Do you know of any way to avoid it other
than to either not allow the drilling or to allow the very

large pillars which are now under discussion?

A Na, sir, I do not.

Qo Is there anything further you can advise
the Commission about the appnlication on filc by Amax®

A No, sir, except to say that we have tried

in our last application to work with the oil and gas company,
and it's our desire, where possible, to allow lc_acions whora
when we can, even thouch it's within the R-111--a area, and we
have done it recently, where it will not interfere or will

not intersect commercial potash, where it will not be harmful
to tho safety of our employees. We have tried to work with

the various oil combanies and we intend to continue to do so,
LnER Ve'd ask the lHearing Examiner

to take notice of Case Huwmber 6495 and the stipulations on
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- 1 file reflecting that, and iy which an order is now pending,
2 ML DT We’' 11 take admindistrative

3l notice of that,

4 MR, PENZIR:  Thank you, sir. Pass the witc-
5 ness.
Gﬂ MR, NUYTER: Are there questions of Mr.

7§ Brown?

8 MR. HENSLEY: Yes, sir, Mr, Examiner.

10 CROSS EXAMIHATION

New Mexico 87501

1] BY MR. HENSLEY:

12 0 Mr. Brown, on Applicant's Exhibit Two, the

e

@EENERE reporting service
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Bl price used for the conomic sales projections is $60 per ton.

4l Is the price of potash at the present time less than that?

— 1 ~—

15 B A 5 not. The price of potash is

A o, 1t
8 || about that to 2max. It might not be to any other producer
17 || because we sell primarily premium products at Amax.

18 But at Amax right now the average price is
19 |l approximately $60. e expect it to be higher very quickly.

20 Q Do you know what the average price is to the

21 | other producers --

22 A Mo, I don't. 1
23 o You indicated that vou expactad that the i

¥ : j
24

demand for potash would continua?

25 A,

Yes, siy.,
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1 / v it H [ ’ . .
i Waat 1s thie anterraelation of your vroduction
2 . . . . .
with the Canadian production?
3
A, llone.
4 - : -
a Does Ammax operate 1in Canada, too?
5 . .
A Hlo. Woe did at one time but we do not now.
8 . . R
Q So you have no mines at all in that area?
7 8
A, Ho. 3
8 \ :
Q Is yvour only production from the Carlsbad E
S ]
a area?
8 L ]
10 :
T 0% A That's correct.
i,
%;3 0 Now, you indicated that the policy of Amax
t BRI o the o .
- Eﬂ was to work with the o0il companies and to permit the drilling
- &
. . 13 ‘ .
of 0il and gas wells where possible?
14
A Absolutely.
‘5 e . N . - » .. - » - - -
¢ is thnat only 1in situations wnhere Amax nhas
16 [} > » »
determined that there is not -+~ does not exist any commercial
17 .
deposit of ore?
18
A Absolutely.
19 . . . . ,
Q Well, in those situations it shouldn't have
20 . . . ;
been included in R-111 anyway, should it? Because it only
21 . . \ . s
contemplatas an area which is wnderliined with commercial de-
22 )
posite of ore.
23 .
o I determining R-111--2 +hay didn't always
24 , , . , : .
Find every little spot that contained potash or didn't contain
26
f‘ potasi,
¢
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1 .
QO You arc awarc, in conncection with yvour testi
2
mony, are you not, sir, o¥ the full contents of R--111 as it
3!4 .
exists on the records of the Cormigsion?
4
A I'm fairly familiar with it, yes.
5 . » - 1] ]
Q. md you indicated that in your opinion
8
potash cught to be recovered first, where there are both
7
!potash and oil and gas reserves.
8 . -
A That's my opinion, yes.
s 8
o Q You are aware, are you not, sir, that the
8 @
3 10 . . . ,
Egs express provisions of R-111 provide that no mining operation
2 1 :
%‘Eé FI will be conducted which would reasonably interfere with the
38
12
- g§ orderly development of an oil and gas pool?
£x 13
. A And you're aware that they also state that
14
E there will be no o0il and gas opaeraticns that will botbherxr the
of o
' " orderiy mining of potash, also.
18 .
Q Well, I'm asking you if you're aware of the
17
provision which I made reference to?
18 N .
A I've read the whole thing, ves, sir.
19 . .
Q. I assume, Mr. Brown, as vice president, you
20 , \ o X
are intimately familiar with your company's proposed plan of
21 . .
developrment in this area.
22 .
A, Yes . sir.
23 .
0. Wnen Co vou prorxose o bhegin operationg
24 )
again in Section 237
25 .
3 A in January or Febyruary: by February at the
.
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latest, bubt probably in January.

! AL rivht, sir, and what area do you pro-
pose to extend that work?

A We will be extending the 13 West entry,
where the arrow is there,ﬁwhere the cutoff is. We'll be

extending that in a southwesterly direction.

Q Is it your belief that Amax will eventually»‘

mine the potash in the area which is included in the proposed

extension?

A I sure -- certainly do; every bit of it.

0. llow many years hence are we talking about
if that occurs? |

A I really can't answer that. I will say
this, that we are looking at an expansion program where we
think we will mine all of our o}e reserves within the next
twenty years; about nineteen and half years,

Now, that depends on many things, but that'

our plans as best as we can formulate them at the present

time.

o You indicated that in your experience with
[0 2 . RPN ) e e e b . T 1 -2 e Ve e e e = wa —— o A et . |
LALAD JULHL LCBOUULUG URVELOINCIIL D2 LA LLUID BULWCESl puLtastt anw

oil and gas, that Amax had not had coccasion in the past, to

- P . L 4.1 P .

your k’l’luiflt’;(:g{:; O MG 1 L arca Ol oa A1Ldin pressuie gas
; .
well, is that right?

.
H Yes, sivy.
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Q lave otheuw otasih companies in the area had
that experience, to vour knowledge?
A I don't know, I really don't.
Q Is the pillar size which is recommended

around abandoned holes, or producing noles, as a matter of
fact, 100 feet in the literature? The radius of a pillar?

A It's a practice. I don't know whether the
is any literature on it or not, but we want to be as ~--~ we
want to be very careful about the safety of our employees -~

Q I understand.

A ~-- and we're certainly going to take at
least that amount ard leave it, to insure safety of our em-
ployees.

o - And the same would be true, I presume, if
your operations extend, as you indicate you hope they will,

into the southwest quarter of Section 23, where there --

A That's correct.
0 -~ is an existing well.

a. That's correct.
MR. BENSLEY: We pass the witness.

MR. NUTTER: BAre there any further guestion

of the witness? He may be excused,

Let's take a fifteen ninute recess,

(Thereunon a recess was taken.)
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2 MR. WUTTER: The hearing will come to order.)
3 Mr. Feezecr, would you call your next witness, please?
4 MR. FERZER: Mr. Everett Jourdan is in the
5% witness chair, Mr. ' xaminer. May 1 proceed?
8 MR. NUTTER: Yes, sir.
7
8 EVERETT C. JOURDAN
§ ® being called as a witness and having been duly sworn upon his:
S _
'g g Vi cath, testified as follows, to-wit:
% 11
_— g 12 DIRECT EXAMIVATION
a 13 .
. ; BY MR. FEEZER:
? " 0. Please state your name, address, and cccu-
| 18 pation?
16 A Everett C. Jourdan, 1106 Tracy Place,
7 Carlsbad, New Mexico. I am Staff Assistant for Mining and
18 Lands for Fotash Company of America.
19 Q. Are you a mining engineer?
20 A Yes.
2 Q liow long have you been connected with PCA
as a minling enginecy?
23 \ e |
A hpproximately 35 years. q
i
24 no llave you previously testified before this ;
26 L j
Commission -~
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A, Yas,
O - oas an expert witness i{n that capacity?
A, T have.

MR. FEE?ER:; TIs the Cormission satisfied
with the -~
| MR. MUTTER: Yes, sir, Mr. Jourdan is gual-
ified.
o Mr. Jourdan, you've been present during the
hearing so far this morning, have you not? |
A I have.
Q >Calling your attention to the applicant’s
Exhibit Number One, in reference to the lower portion of 26
and 27, does PCA, your employer corporation, have an interest
in either of those sesctions?
A Section 26 we have a State leuase, which is
now subleased to Amax.
Q And in view of the testimony here today,
can vou tell the Examiner about the commercially recoverable

guality of ore that is shown by this exhibit, in vour opinion

A 48 inches at 12 percent, is that right?
Q Uh-~huh,

A 26?2

0 2.4,

a That ls conmercial ore,

Q in reference to that section and 142 Core
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lHole above that in the southwest of 23, is the fact that therel
is no core test in the north half of the northwest of Section
26 disturbing to you in any way as to whether or not there

is or is not commercially recoverable ore between those two
holes? |

A No. I would say there is probably -- there
is ore. That's just probably a low grade hole within the ore
body itself.

Q The 10.1, you say?

A Yes. That would be the way I would inter-
pret it, since it's surrounded by good ore. You'd probablyv
go, oh, 5 feet from there and you may find a different grade
of ore.

0 Has it been the practice of PCA and other
minés within the industry to Adrill core tests in a random
fashion, somewhat similar to that shown on Applicant's Exhibit%

Cne?

Q. Is there anything unusual abouit the core
patterns as shown on this exhibit?

A ot that I notice.

¢ Are you familiar with the cutoff grades that
are applicable in the potash basin at this time?

A they vary with different companies, depending

on e¢fficiency, mining costs, and types of mining, and of coursﬁ,
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your price of potash chonges every day, every three or four
months.

Q. Mnd consequently, it is not exact for the
entire industry?

A o, I wouldn't say that.

0 Now, in reference to the existence or anti-
cipated existence of a well in Section 26, to achleve the
largest possible amount of recovery of a natural resource,
you have heard the testimony so far today in reference»to what
is done around a plugged and abkandoned hole, have you not?

A Yes, I have.

0 Have you had experience and been familiar
with the process in the potash basin as to what's done in
these cases?

A We leave -- the normal procedure is to leave;
100-foot radius solid barrier, and then we expect in an active;
well or one that's poorly plugged, a subsidence angle of 45
degrees. We do not second mine within that area.

Q low big a radius wouid you leave where you
would not second mine?

R That would be the depth of the -- a re-
flection of the depth oif the potash bed from the surface.

) e have heard testimony today that in this
instance it would be 730 feet, In your judgment as a rining

engineer, would that be <consistent with what is known to be
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‘[4 the practice or antic{pate vractice around high pressure welld|
24 at this time?

31* A, That would be, if that's the depth of the

41l ore, vhich I don't have the information that that is the

5 depth from the surface, that would be proper. { :

6 0. In reference to the north half of the north
71l east of 27, what comment do you have for the Examiner witi -

81 reference to Hole No. 156 and the proposed Parkway West Unit

g 84 as shown on Exhibit One? =
.§~§ 10 I I would say that that drill hole there is
§i "NH a very good drill hole, 21 percent.
- gé‘é 12 ) Md what recommendation would you make in
» 13 the event that a well was drilled, an oil or gas well, to :
¢ 1 11,000 plus feet, as close as it is apparently shown on this i ;
181 exhibit, to Core Test Hole 1562 3
16 % If that hole was drilled there, I would ;

7 probably agree that a soiid karrier of 200 to 250 feet shoulé

18 Le left around it.

19 Q Vhat would you say in yeference to second

2 mining?

A A There would be no second mining.

22 Q would you have any controversy with the

23 figures that you n2avrd testified to by Mr. Xirby on Tzhibit

24 Namber Pwo in yvaference to values of lost product if such an

2

event occurrede Do they secem reasonable to you?
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potash varics from company to combany, dependinag on the pro-

R
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ducts they make, chomical standeyd; that's a reasonable price.f
Q Insofar as a mining plan is concerned, are
you in PCA involved with the mining plan for that company?
A Yes, T am,
n, You heard the testimony of Mr., Brown and Mri

Kirby in reference to the proijected plans to mine within the
shaded area on thls exhibit. ™ould this be, in vour judgmentf
a reasonable plan of development for a potash mine?
A Yes,
MR, FEEZER: Pass the witness.

MR. NUPTER: Are there any questions of Mr.§ 3

Jourdan?

MR. HENMSLEY: Yes. Mr. Examiner.

CROSS EXAMINATION

BY MR. HENSLEY:

Q. The only interest that PCA has, Mr. Jourdan

is in the north half northwest quarter of Section 26?

A That's right. We have a sublease. We're

interested only in the rovalties.
0 ansd vou're awvare, are you not, from this

plat, that there avan't any core holes at all in the proposed

projected limits for R-111 in the north half north half --
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S
north half northwest?
IR T am now.
3 You weren't avare of that before?
A Mo, 1 haven't studied this map.
0 And you ware asked quastions about whether

or not this ore was commexcial, have you ever scen any of the
data which is represented on this map before?

A We - I've seen some of it but not all of
it. The recent holes, we have not received the analysis from
Amax yet,

a, Have you -- have you seen the chemical ana-

lysis of Hole 146-A%

A No, I édon't believe so.
0 What percent carnallite is in these holes,

in this area?

A I'm not interested in carnallite, only
sylvite.

o I understand.

A We don't ~~ we don't -~

Q. hat percent sylvite?

A Ithether we get a royalty out of is really

what we're interested in. If Mnmax is willing to pay it, why,
ve will accept it.
Tnoother words, [ can't tall you what their

cutoff is, 1 don't know.

u
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]
, Well, as farv as PCA is concaerned, being : !
your employer, 48 inches at 12,4 porcent is not econonic, is '
te2 |
A Lot me qualify that., If we had another =---
we use:mining machines. If we had onre machine that was mining‘
say, 235 percent ore, then we would probably take that to get |
a blend while the »rice is high, so that isn‘£ 3 -~ when you
say a cutoff, that's not quite true; becausce if you blend it
with a higher grade ore, then vou will mine it,
0 Wiell, let me restate the question, then, Mr.|
Jourdan. %
You testified in these proceedings before
that - that that would not be an economic limit, have you
not?
A That depends on what time; how far past.

I mean when the price of potash changes your economic limit

changes.

o I see. Isn't it a fact that under no cir-
cumstances would this crade ore of that thickness be commer-
cial unless you were able to blend it with a higher grade ore
from some other source?

A As far as my company is concerned, probably
true. I can't answver foxy Amax.

ML MueTRER: Mhat grade ore arve you talking

about, Mr. Hensley?
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MRL,OHERESTLEY: I'm o talking about 12.4 percent
A 12.4 percent,

MR, NUPTER: At 48 inches?

MR. HEMSLEY: At 48 ianches.

Q. ow, do you know anything about the sub-

surface geological characteristics of the oil and gas horizons|

in the Strawn-Morrow?

A Absolutely very little; only what I read
in the paper.

Q Would vou have to make a detailed studyv of

those characteristics, the life of those wells, the decline

engineer you could ever make a projection as to the radius
of a pillar to be left around an abandoned casing?

A I'd have to think about that guestion. I
wouldn't try to do it, first of all. 1I'd probably go to
petroleum engineers for consultation and read past -~ other
literature. This is merely practice in the basin and it
woxrks so far.

0 You've made no sutdy at all of this area,
have you, as far as hydrocarbons are concerned?

h. Yo, I haven't. Absolutely not. No, I'm
not familiar with this arca because i%'s three miles from our
mine,

0, ¢ your estimate of 200 to 250 feet which

R

U T U S
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you gave on direct s just a gucns, is 1L not?
A That's probably what we would do, flguring

we had encugh information on the gas and the pressures and

everything. It's a gencrality. Ve may want to make a study,
but T doubt it.

0 How you indicated that on this plugged and
abandoned hole, which is the Union State No. 1, if you'll
lock at the plat, Exhibit Number One, in the north half
northwest of Section 26, Mr. Jourdaﬁ, that your company, if
it was mining this, would leave 100~foot radius for first
mining; a pillar 100-foot rédius.

A If .t was an o0il ~- if it was a deep gas

test, we would probably lecave a bigger one.

Q Did yeoa testify earlier that you would lea
100~-foot? ﬂ

A I may have said that. I mean I just took i¥
as an oil well, I agree with the -~ with a deep gas test and

with high pressure we would leave a larger barrier. I correc$
my previous testimony if I said 100-~fcot automatically.
0 And your 45 degree angle of incidence, whiclf |

Aan vya
2 —m——

has heen ngad throuchont theaaee notash nroceedings for
bhefore the Commission, has only application insofar as second
nining is concerncd.

A That's right.

Q vould a prudent potash operator even con8i-

i
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der second nmining of this tyne crade?

)

you?

Tt depands on what his costs were,

You don't know what theilr costs are, do

They wouldn't tell me.

a

A,

of Mr. Jourdan?

tion, please.

I don't know what Amax's costs are, no.
They wouldn't tell you?

Huh~uh.

MR. HENSLEY: We pass the witness.

MR, NUTTER: RAre there any further guestion
MR, FER?ZER: Mo, Mr. Buaminer.

MR. MNUTTER: He may be erycused.

Mr, Rirby, I would like to ask you a gques-

Mr. Jourdan referred to the angle of incidence

there being 45 degrees, and also, you had referred to a 700

or 750-foot radius on secondary mining.

this ~- in this

info, I believe

my answer.

that it was

but

That 1s the depth of the third ore zZone at
area?
MR,

KIPBY: I believe, T don't have that

it's right at 750 feet, and I used that in

MR,

et

NUTPEBR:  Okay, thank vou. I1'ad assumed

T wanted it in ths reocord.

Ar o

Yr, Feezer, 4did yvou have another witness?

Yo

A
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SLLOPTLOAR: vy Darleson, Mr. Bxaminer, is

with the USGH and would not Lo aworn as a witness, but I

understand that he has sone comrmentary that he may wish to

make in view of what testiwmony has come in today.

MR HUPTER:  Will you state your full name,

please, Mr., Burleson?

Mining Supervisor

MR, BURLEZESON: Jolin B. Burleson. I'm the

for the U. 5. Ceological Survey in New

Mexico, and I would appreciate the opportunity to make a

statement.,

nct feel that oil

MR, NUTTER: Please do.
MR. BURLESON: The Geological Survey does

and gas production and potash mining is

compatible, and we arc very concerned wvhen there is gas or

oil wells this near to a producing mine.

say over what has
place on one part

mine in that they

mines could cause

safety but to the

equipmnont with permissible eguipment, such as is used in the

Trona Mines in Uyoming, or tho

Granted, this is State land. We have no

- what takes place on it, but what takes

of the mine affects the other parts of the

are connectced. n

The presence of gas in any of the potash

enormous repercussions, not only to the

cconomics if they had to replace the present
ho conld mines,

NRoNUTTER: tlow, vou're talking akout
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cguiprent thet would be safe in a gas atnosphere,

DRt rytenyg 4 T, AT N 3 - - ~
hLonynrueor: vhat ie troe, siv,

mmcoan for loaving orxe in place of pillars,

which has to be done whewe there are oil or gas wells, we
nust remember that that is ore th&t will be lost forever.
That will affect our balance of payments in that each ton
lost will have to boe replaced by Canadian potash, and I'm sure
they would be very willing to get the business if we cannhot
satisfy it, the potash producers' customers.

For the pillar to piotect, whether it be a

¢

shaft or an oil and gas well, it was referred to that maybe
there was publication on juét what was the ricght size of i
pillar. Unfortunately, there is none. |

Sincn the first shafts were sunk, we have,
the U. S. Geological Survey, on Federal lands ha; insisted
upon this 45 degrees of no second mining., It has varied as
to the solid pillar left around a shaft, depending upon geo-
logic conditions proesent, but abpillar nust be left. There's
no denying that. The inteyrity of the shaft or the oil and
gas well string has to be protected. It varies with each co
pany because therc is no way to calculate to the exact foot
winat would be necessary to be leit.

Fach company determines what size of pillar

=

AT

¥

11 bhe left to protcect theilr employees and their investment.

‘s no way to say whether vou are under

To my Xnowledge, thare
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in the sizo of your »illsr or vou are ovor., o cartainly
agree that a ninipun ¢ice of nillar around a oas well should
be 200--foot radius. There acain, i1 £he notash contailned
clay.seams through which # lcak in the vas string could trans-
mit, it might be wise to leave a larger size pillar. That
wiil vary from condition to condition,

T'm very nuch in favor of this (,‘ommi.*ssion‘s‘E
procedure and the R-111.-A, and I respectuflly request that
considerate consideration be given to the inclusion of these
lands applied for to bhe encompassed in the R-111-A boundary.

Thank vou.

MR, NUTTER: hank you.
Toes that conGlude your direct testimony?
MR, PECZER: Yes, sir. I would like thiis

record to include copies of the applications of the Petroleum
Corporation in reference to the Parkway West Unit Well No. 9
and Petco's -- I think it's Parkway Strawn Well No. 3, the
two wells under discussion in Section -- or proposed wells,
in Sections 26 and 27, and TI'd like to offer this in exhibit,
part of the record.

MR, NUTTER: Okay. Is that all one exhibit
there?

¥R, TYNrRR: Yes, three pages, Mr. Ixaminery

T haven't warked it wvoi, hut T will,

MR, UATIRP: That will be your Exhibit
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Humber Three I assuwae.
e rhnzURe Yes, sir.  And that concludes
our live testimony.

MK, JUTPER:  HMr. Hensley, would you call

your witness, please?

MR. HBHSLEY: Mr. Coffield will call our
witnesses, tir. Examiner.

MR. NUOTTER: Mr. Coffield.

MR, COFFIELD: Yes, sir. Mr. lial Dean will
be our first witness. ‘

MR. NUTTER: Amax Exhibit Number Three will}

be admitted in evidence.

HAI, DEAI
being called as a witness and having been duly sworn upon

his oath, testified as follows, to-wit:

DIRSCY BXAHMINATION

BY MR, COFFIELD:

Qo Mr. Dean, would you please state your name
for the recorad? u

A, My name is Hal Dean.

QO And where do you live?

A, Ioiive 1a Hidland, Yexas.

) And your occupaition is what?

"
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1 . . : .
. Voo aeolocist for the Potroleum Corporatiof

2 of Delawavro.

A Jave you previously tustified before this
41 011 conservation Division?
i
5 A Yes, sir, T havae.
6 0. Are you fauniliar with the geology of the
3 71 area affected by the application of Amax?
k- 8 A ves. I'wve made a study of this area for
' 3 9
a over ten years.
&
é 10 n and are you fariliar with Petrocleum Corporx-
$x
4 . . ) - : o .
g; "I ation's drilling and developrent program and activities in
-
R ¢ -
., this area?
11

13

SRR reporting service

A Yes. I an in charge of the exploration and

14l . ot

developrent activities.
15 MR, CCFFIELD: HMr. Examiner, do you have
6 |

any other questions of !ir. Dean?
17 MR, NUTTER: Mr. Dean is qualified.
18

0 v, Dean, plecase refer to what we've narked

19 as Exhibit One and cxplain to the Ixaminer what this reflects"

and what it shows.

21

A Okay. Exhibit One is a land map showing

22 i . : , 1
the acrecage which is under leasc or held by production by tnei
23

The Petrolcoum Corveration in this spcecific Parkway area.
24 M 1

To the norhh we hove the Taviey Track arca; to the south we

25 . ' , , '
have the Durton I'lats arca; Lo the west we have the Uinchestej

.y
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! areet.
2 i Tan? ron sheove the wells wvhich we have
31 @rilled in the Parkway Vost Unit; alee illustrates the wells
1 that we have drillce in Section 26, Tt alse shows the offsete
51 to the unit as drilled by other operators.
s In tler east holf of Foction 22 is a cross
7

hatched area which shows the area which has heen previously

Bl Geleted this year undey this R-111-2,

N E 9 Q Does the erhibit show when the wells were
- S o
2 § 00 arilied, Mr. Dean?
g
a3 n A o, it --
£ 12 |
-~ %éa Q Could you explain when the wells were
’ T
Bl arillea» i
14 A Okay. The first well we drilled in this
18 area was in 1970. It's the No. 1 Petco State in the southeas
18 southeasgt of Section 26. That well was completed as a Strawn
7 discovery.
8 After doing acdditional exploration work “

19 we put together a six-section unit, which is called Parkway

West Unit. This wnit inveolves the puktiting together of 12

2 vinra ivan a Asnairmatrian ae +he

diffarent on

3
o]
P
]
e
D
A
L
3
2
D
, i

22

23 o Arilled the Mo, 1 Parkway ¥Yest in the

24 1 : £ et o) 3 e 4 I =
northeast northwest of Section 28, which was a discovery of
2Aioka and Strawn. Mhat wag done in 1972, We also have Morro

~w
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™ ' gas behind pipe.
2 We have since that date submitted a plan of

3 developwent to the State vearly, and we are now drilling on

;
1
;

o L.‘..‘ .
e 4 our Well No. 8, which is located in the northeast of the

5§ southwest of Section 22. That well is drilling now at a depth]
6" of 11;338 feet, and we plan to continue this orderly develop-
7F ment until we have completely exploited the entire Pennsyl-

8l vanian section. That includes the Strawn, Atoka, and Morrow

9" Sand.

10 Q. My. Dean, I believe you stated earlier that

service

M1 this plat reflects also the locations of wells yet to be

12 grilled?

K

LS

SN reporting

7t Keporting Service
w Mexico 87501

'3“ A Yes sir,

14 0 And have permits been filed in connection
51 with each of those wells?

16 A Yes, sir, they have. We have filed permits
171 for -~ in Section -~ No. 10 in Section 27; No. 11 in the nor 3

i half of Section 21: Mo. 3.2 in the south half of 28: No. 3 in

iy the south half of 29; and then over in Section 26 we've ap-
2| plied for a -~ the Petco State Ne. 3 in the rorthwest north-
21 west.
n Q and which of those permits which you've
23 filed have actually been approved by the 0il Conservation 1
24 Division? | l
L e A, The well in Section 27, lio. 9. i
3 |
i
-f -
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1!
o Are you familiar with what the pool rules
21 are in connection with this particular - these particular
3 areas?
‘ n 1w -« —_ -~ -~ . . a2 . e . PR T —-—
A Yes, I am. In Section 286 is the Parkway
8 strawn discovery, and we were given 160-acre spacing on the
sd Strawn reservoir.
Y The Morrow is on statewide 320-acre spacing,}
88 at the present time.
2 gd a ~All right. %What about the Parkway West
o«
10 . ,
% g Unit itself?
8 §’ 1
| %{is A That is the -- the Morrow Well was in the
E; 12
- §. statewide rules.
. . 83
) : " - T 13
- § | MR, COFFIELD: Mr. Examiner, Orders -- 0il
. i . . - ‘
§ 14 Conservation Division Orders R-4093 and R-4638 established
§ 15 pool rules in connection with these areas, and we would re-
1 . .
& spectfully request that the Examiner take administrative
" notice of those orders.
18 MR, NUTTER: That's administrative notice
19
of Orders Nos., --
2 MR. COFFIELD: E-4093 and R-3638.
? MR. HUPTTER: We will take notice of those
22
orders.
23 . . .
0. Did yoeu have anything further to add, Mr.
24 . , o L. .
Dean,in connection with this exhibit?
25 , .
A I would just like to point out that the
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offset operators have done thisg development, primarily South-
land Royalty, in 1978 and 1979, and are continuing as to this
date, ‘They have completed their well, Southland Royalty No,
125, in the cast of Section 26,

Q. So you're saying not only is Petroleum Cor-

poration active in the davelopment of this pool but there are
other operators as well?

A | That is correct.

0. All right., Let's go to what we've marked
as Exhibit Number Two, and would you please explain that ex~
hibit to the Examiner?

A Okay.

MR. NUTTER: Mr, Dean, before you get on

that, what well were you talking about that's just now being

completed?
A Southland Royalty No. 125 in Section 25.
MR. NUTTER: Oh, I thought you said Section |
26,
MR. FEEZER: Do you have that located, sir?
A. It's an offset to Section 26.
MR. NUTTER: Okay.
2 Okay. Exhibit Number %wo is a structure

contour map drawn on the Morrow formation, This is a marker
within the Morrow which is commoniy used by all the geologistg

in this area, and accurately reflects ithe struciture of the
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producing Horrow zone.
As you can see, it is a ~-- the highest part

of the structure is over there in the southwest portien of

Section 29, and we have a terracing and a monoclinal dip to
the east and south.

The Morrow formation, from our drilling and
from our subsurface control, the zones appear contiﬁuous with }
individual members interfingering across this entire six
sections. There -~ to date there has been no specific gas/
water contact established, but all of our productive area is
up-dip from production established by Southland Royalty in
Section 24 and Section 25,

This map shows, in my opinion, that we have }
a continuous development program here over the Parkway West
Unit until we have completely developed it as to the State
rules,

0 Mr. Dean, in the event that vou were not
nermitted to drill the two wells which are located within the
proposed expansion of R-111-A, what would be that result .
from a geological standpoint?

A I think that we would result in losing
drainage and production from the Southland Royalty establishe?
in Section 23, Section 24, and now they're in Section 25,
¢ fn other words, it would result in a viola-

tion of your correlative rights as wellas prospective waste?

T

.v),.‘|
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A Yas, sir.

0 Do you have any further features of this

particular exhibit that you want to bring out?

A No, sir. 1 might poeint out that in these
wells that we have completed in the Strawn, we still have
Morrow Sand behind pipe, which is productive.

Q Al right. Relative to the --

MR. NUTTER: While you're on that one, Mr.
Dean, what is the color code here? Are the red wells Morrow

and the green wells Strawn?

A Yes, sir. Those are the -~ the color code
that we have. The Strawn wells are in the southeast southeas
of 26, that's green; and then the Strawn well is in Section
28, the northeast of the northwest.

MR. NUTTER: Thank you.

0. Is that color code consistent throughout
your exhibits, Mr. Dean?

h% Yes, sir.

~

& All right. Going now to what we’ve marked

|

as Exhibit Number Three, would you please similarly explain
that to the Examiner?

A Exhibit Number Three is a gtructure map
based on the top of the Strawn formation. This formation is
found at approximately 10,500 feet and is a coniinuous markerx

throughoat the area.
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We have to drill, of course, to get to our
Moxrrow zones, The Key well in this is our Strawn well in
Section 26, which completed ayg an oll well about 1971 and is
8till producing as of this date. This well was cored, indi-
cated excellent reservoir possibilities, similar to the type
of Strawn over in Lusk Field to the east here, and the problef
was we produced considerable amount of water.

Cur second Strawn well was over in Section
28 and that well tested gas with a high content of liquids,
water-free,

This Strawn formation, as vou know, is not
connected 100 percent with water or structure. It is the
porosity developed as what we call an algal bank, and it can
go acrouss strike, and we project that the Strawn production
there will contgin ~- continue out of the north half of 28,
north half of 27, north half of 26, and it's excellently -~
we'll go to a cross section later -~ it's excellently deve-~

loped in Section 23 in the Southland Royalty No. 1-23 Well. ‘

e

0. anything further on this? “
A No.
o A1) right, then, Mz, Dean, ieil's uo to what

has been marked Exhibit Four and explain this to the Examiner
A, Section Four is a stratigraphic cross sec-
tion of the Parkway Wost Unit, tying in to our Petroleun

Corpe.air o o, 1206 Ln Section 26 “his cross section is
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| indicated on your map, starting on the west from A to A',

This map shows in -the Strawn horizon where
we expoect the core of the thick, clean, algal bank of lime-
stone to be maximumly developed and be productive.

The Morrow Sands, which are indicated in

red, are shown to be also consistently across from the -~ goin

from the west to the east across the entire unit. Although
we know from experience that the zones are present, the pro-
duction varies within the members of the Morrow. This indi-
cates tc me that there is an excellent possibility for this
Morrow and Strawn to be present over the areas which are re-

quested be placed within this R-111-A.

0 All right, Mr, Dean, let's now go to Exhibiyf

Five and explain it.

A Ckay. Five is a cross sectioﬁ of two wells,|

showing the productive Strawn zone. It goes frow A to C,
A' to C, I'm sorry, on your map In other words, from the
Petco State No. 1-26 to the 23-1 of Southland Royalty.

As you can see, this Petco State Well was
completed for 49 barrels of oil and 289 barrels of salt

water; aas rate of 650,000 with initial gas ratin nf 13,965~

to-1l. The cumulated production of this to November 1, 1979,

N

ic 33,464 barrels of oil, 228,000 icf of gas, and over

P

300,000 barrels of salt water. This well is presently pro-

ducing at a rate of 4.4 barrels of day, 62,000 of ¢as, and

I
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60 barrels of salt water.

2 This indicates to me as a geoloyist that
3|Ithis is a tremendous water-drive reservoir, and being able to
;% ' 4 produce these marginal amounts over a 9-year period,

5 Well No, -~ Southland Royalty No. 1-23-1,

86l which is indicated No. C, as you can look at the dual lateral
7“ misro-log, in correlating between the Strawn and Atoka, that

8 | this zone fits, correlates, as being a part of the same zone.

g 9 and as you can see, from our structural point, the Well State
&
% 10" Com 23-1, is approximately 100 feet high structurally. This
é’ 1§ well was not cored or tested cduring the drilling of this thingf
- § 2§ pecause they were primarily looking for Morrow Sand, dbut

Bl electric log analysis indicates it has excellent porosity and

14" low water saturations and Should be productive.

15 our location in Section 3 -- I mean Well

G reporting service

¥l No. 3 in Section 26, is located on our Strawn map to obtain
7 the highest structural position on our lease, which we hope
Bl will then permit us to develop on the 160-acre spacing of the
91 strawn Parkway Field that entire section.

20 0 Mr Dean, in that connection, and in the

2 event it were to be suggested by someone that you could as

2 well locate your No. 3 Well at an unorthodox location in the
23 40-acre tract souvth of the tract where you nropoge to locate

2 it, what would your answer be to that?

% A, 2s a geologist I would want to obtain the
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highest structural position and minimize our risk of drilling
21 a dry hole.

3 Q Do you have anything further to add, Mr.

4 | pean, in connection with matters that have been discussed by
;t 5 you and the exhibits which you have presented?

, 6 A No, sir.

7 0 Were these Exhibits One through Five pre-

8§ pared by you or under your direction?

there and --

g 9H A They were all prepared by me or under my
G
'E § 0l direction. The large cross section, which is Exhibit Number
igi "1 rour, was prepared by Martin Vernon.
- gg ‘2r Q Have you reviewed the matters reflected
. I!g 13

14 B Yes, sir, it was under my direct supervisior)
151 0. Mr. Dean, if the ﬁmax application is ap-
lsr proved, is it your opinion that this will result in waste

17| and the violation of correlative rights as far as Petroleum
18 corporation is concerned?

19 A Yes, sir, from a geological standpoint, it

2 ) certainly is.

2 MR. COFFIELD: Mr. Examiner, I move the

2 admission of Exhibits One through Five.

23 MR, NUTTER: Petco Exhibits One through
24 Five will be admitted in evidence,
% MR. COFFIELD: T have nothing further on
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direct examination.

MR, RUTTER: Are there any questions of
this witness?

MR. FPLEZER: Yes, sir.

CROSS EXAMINATION

0 Mr. Dean, your proposed Pitco ﬁarkway West
Unit No. 9 is how close, if you have a scale, I don't only
mean offhand, to the test Illole No. 156 in the north half of
the northeast of 277

)R I don't -- do you have a survey plat on

that hole that you're talking about, or is that scaled on

your map?
0. It's not scaled. I wonder if you know.
A No, I don't know.
Q All righﬁ. Well, I need to move on. I

really don't ~- unless you can do it, I don't want to delay‘
the hearing here.

A Okay.

Q Does it appear to you from what evidence
you've seen so far that it's within 200 feet more or less of
your proposed location?

A, Sir, ¥ really haven't secn that wmap., May

I examine it, please?

I
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0 Cortainly,
B Owr location i1s 1980 and 660, which is a
atandard location.
0. I don't see a scale on here. That appears

to be¢ substantially more than 200 feet.

A You have 1t located here at 650 feet, 660
feet.

Q Thank you. Is it then your geological
estimate that Parkway Viest Unit No. 9 would be a high pres-

sured gas well, if it 15 completed?

A Yes} I do.

Q 26 you have any idea wihat pressures would
be?

A Do you mean bottom hole pressure?

Q. Yes.

A Bottom hole pressure?

Q Yes.

A Ir excess of 3000 pounds; probably 3500

pounds, from the Morrow.
Q You made your application ~- did you have
anything to do with making the application in this case for

this well in 27?2

A The well in 277
¢ Yes.
2. It was done by our Dallas Engineering/pro-

2

RO A P e T UL
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Auction Office. 7T made the location.

Q. But you did not handle the anplication?

n I did not make the casing desion or things
like that. I'm a ygeologist.

0 You know nothing about that, then.

A I just know tﬁat we foliowed the Statewide
rules.

Q Have you ever seen it, handled it, or looked

at it, the application to drill) this well?
A I lcoked at the location plat, that is, and
the geclogy.

Q ¥ell, let’s put it another way. This is
Exhibit Number Three in this case, I hand you a copy of it.

Have you ever seen that before today?

A I have this right here.

) A1l right. You have seen it.

A Yes. |

Q and this was filed on November the 9th, is

that right? According to the filing stamp of the OCC?
A November 9th.

0. All right. How. did von have anv knowladge

of the fact that Ama:. was pursuing a core drilling program

in the north half of the northeast in Section 27 before you

prepared this data which is present on Applicant's Lxhibit

Y¥umber Three?
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A I had no knowledge. T had no knowledge of

any core drilling, cither, in Secetion 22.

¢ You mean 267

A 22, up here.

0 22.

A Up higher, in here.ﬂ We were not notified

of any core drilling up there., either.
Qo Okay. Now, in reference to the Petco Well
No. 1 in the southeast of the southeast of 26, 19, 29, is

that a producing well at this time?

A Yes, sir, it is.
o 2nd Petco Mo. 2. is this a producing well?
A No, that is a dry hole. It was originally

corpleted in the Wolfcamp and was plugged and abandoned.

Q And that's in the northwest of the north-
west, is that right? In 267

AR ~No, sir, that is in the southeast of the
southwest.

Q Southeast of the southwest, okay.

On Exhibit MHumber Three, you saild the key

well in Section 26, how do you designate that again, as

§~7067? Exhibit Number Three?

A Exhibit Number Three?
Q. Yes, sir.
A I have i% richt here. Now, what do you want
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to know about that?

0.

You say the kxey well, if T understood vour

testimony correctly, in that seciion 2z £€-7067, is that

right?

o

datum point. The
datum,

0

exhibit, sir?

5~7067.

The bottom of 267

Key well, no, I said the key well was No. 1.?

All right, and where is that located in 267
That's in the southeast of the southeast.
Is it designated as S-71467

Sir, those are structure markers at the

S stands for Strawn, 7146 1s the subsea

All right, and A-1 designates what on your

e

A That is A', which is a cross section, which
is on -~

Q okay.

A -- what, Exhibits Four and Five.

0. And it's your projection that there is re-
coverable oil and gas, and is it on a line -- or vou estimate

a line over into Section 28, which appears to be Petroleunm

Corpcration -—- and here I again use the Strawn designation,

A

6881, a green circle?

Yes, T feel that it is between there, and

A
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probably more. Our best subsm:face control is, oh, un there
to Section 23, which is located vell No. €, Southland Rovalty,

NO. l"'23-

Q AlY right. Are you familiar with the

economics to any extent at all, of what would allegedly be

lost if the 129 acres sought in this application were include{
and you could not drill it and produce, at least at this
time?

A Sir, we have a reservoir engineer who will

testify as to those conditions.

Q All right. It's out of your expertise?
A Yes, sir.
Q buring the course of your study of this

area do you know whether or not any core or log tests showed
the presence of sylvite or other recoverable type of potash
ore, langbeinite, or otherwise?

A Ho.

Q Do you even examine your core logs from
the first 1000 feet for such mineralization?

A No. We don't have the rights to those, sir
I juet want to know

0. I understand that.

if yvou examine themn.

A No., No.
) ALY right.
A Tne only thing, we do run a log up through
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0. Well, do you know anything about those logs,
what they reflect?

A Yes, sir,

0 Po they reflect anything in reference to
potash ore?

A ‘ Ho, not the logs we run. There are logs

that do, that -- but not the logs that we run.

Q All right. They're not designed to test
for that.

A Yes, sir.

Q Tn your Exhibhit Number Fiwe, de you have

that in front of you?

A Yes, sir.

2 All riocht. This is the cross section where
you're testifying about two wells. Do I understand that
Parkway West Unit wants to go in again on the approximate
location of the plugged anéd abandoned Union State llo., 1? Or
very close to it?

A That's correct.

0 Do you know anything about the status of

that well, as to how it was plugged?

;) Yes, sir, I do.
Q. Would vou vell the Commisaion about that?
A, Thig well, which has been drilled and
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plugged in 1961, 20 sacks at 4622 to 4571; 20 sacks, 1913 to
1780; 20 sacks, 1332 to 1300; 20 sacks, 283 to 250; laft
9-5/8ths at 260 feet; cemented with 30 sacks.

Q Would that indicate to you that that is

cemented to the bottom?

A Mo, it's not cemented to the hotton.

Q No way. Mo way, is it?

A No, sir.

Q How much do yvou think is uncemented of that
A Sir, I have no way of telling. This was

not done under my supervision, but I understand it was done
under the supervision of the New Mewice ¢il and Gas Conser-
vation Commission,

0 All right. And does the document, what-
ever it may be, that you have in your hand reflect whether
or not the casing or string was left in the hole?

A Yes, sir, it said they left 250 -~ 268 feet,
9-5/8ths.

MR, NUTTER: Was there any cther pipe left
in the hole or run in the hole? Do you know?

A No, sir, not according to the records we
have here, sir.

0 What document are you referring to?

A This document we have in the files in the

New Mexico 0i. and Gas Commission, and it was ~—- here it is.

e i S e s
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Vant to look at it?
0. Please,
T T may, I'd like to copy some data off
that without delaying the hearing.
MR. NUTTER: ¥es, sir. And I'd presume
it would be satisfactory with all parties that we will take
administrative notice of the well file that we have on that

Union State No. 1 Well.

MR. FEEZER: I was about to ask you to do
that.
Q What is the status of the activity in Sec~

tion 27 at Parkway ¥West Unit No. 9 right now?

A No. 9, we have a location cleared, made,
and you'll have to -- as I understand, we have a cohducﬁor
pipe set.
Q. And are you ready to proceed with the drill;eﬁ

as soon as yoﬁ can get a rig on the site?
A We have a rig, sir, that is drilling at
11,400, approximately, and will be through in about two days
and we intend to move it immediately down to that location.
0. Are vou tellino the Commission vou intend

to start drilling within -- or set the rig within two days?

A, If at all possible.

Q Okay. Aad in reference to your well in the

north half of the northwest of Section 26, what's your proposTd
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drilling program for that well?

A Well, we have to yget approval. We would
confinue to drill that immediately after we've completed
Well No. 9 in Section 27.

0 Do you have any time frame in which you
think you would start that, assuning you got a permit issued
to drill that well?

A I imagine in ~- the 10 will take about 30
days.

Q In’view of the testimony here today in
reference to the well in Section 27, Parkway Unit ~-- Parkway
West Unit No. 9, would you procced without a casing program,

in view of the evidence of commercially recoverable potash

ore in that area?

A Sir, this is not a geologic consideration.

0 What do you mean it's not a geologic con-
sideration?

‘A That's what I mean. I'm testifying as to

geology but I am not a casing man. What you're talking
about is ~-

Q You know nothing about the protective --

A 7 know that it has to be, but I am a gaolo-
gist, and we'll have engineers to testify as to that, sir.

o and the guestion is out of your expertise,

ig that what you're saving?
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i That's right,
Q hll right.
MR, FLLZER: And I belleve that's all.
Pass the witness,
MR. NUTTER: Are there any further ques-

tions of Mr. Dean?

REDIRECT EXAMINATION
BY MR. COFFIELD:

0 Mr., Dean, in Petroleum Corporation's de-
velopment of this pool and area, have any of these wells
been planned and proposed in reference to potash activities?
As far as you know, were your plans predicated on ~-

A Well, we had planned to drill Well No. 8,
as you know, that these are ~- 320~acre units have south “
half and north half, and we haéd planned to move over 1320
feet east of our Section 8 in the east half of Section 22,
to protect our drainage better from the Southland Royalty
23-12A, but when we were informed that we could not get a
permit there, we moved 8 over there as close as we could to
that 1-A,

Q. Has your activity in the area and your
drilling of the wells, at any rate, been generated by the
potash matters or has it keen generated by economic matters

relative o the oil and gas recoveries?

“ ,_A._..M
Sl oy

g
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A, 1t has been entirely generated by economic
matters as related to the oil and gas activity and the mar-
ketability of our gas,

MR. COFFILLD: I have no other guestions.

CROSS EXAMINATION

BY MR. NUTTER:

Q Mr. vean, with respect to your structure
map, Exhibit Number Three, on the Strawn --

A Yes, sir.

0 -~ you mentioned that you had located this
Well No. 3 in such a position as to be structurally as high
as possible, and anticipating my question, you stated that
to move the well to a location directly south of that yéu
would lone somé of that structural position. Now, what is

the top of the Strawn there on your location?

A The top of the Strawn, we anticipate hittin:

at approximately 10,375 feet.

Q Well, on your subsea structure map here -~
A Oh, we would --- it would be a -7015.

Q Wait minute,

A Strawn.

0. Your first line there that runs to the

right of Well No. 9 is & ~7000.

A Yes, sir.
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0. Or the well that's to the -~ the line that's

to the right of your location No. 3 is a ~7050, isn't it?

A Yce, sir, sco -7015, and that would be mid-
way between -7000 -~ wait a minute --

Q ~7025.

A 7000, it's 50+foot contours.

0 Right.

A So it would be -7015, similar to 1-A,

basically, maybe a little over.
Q I would interpiret it as being about a
~7025 there.

7025, well --

EIJ

Q About halfway between ---

A Yes. sir,

o -~ the two contour lines.

A That's about it, ves, sir.

0 And then how much structural position would

you lose by moving just one location south?

A Well, probably, from this mapping, you
wouldn't lose any structural, hardly at all.

Q Now, the Southland Rovalty well that vou
consider pertinent to the Stravn development in this area,
being the north end of your C-to-2' cross section, --

hY Uh- huh.

Q -~ it has a good developrent in the Strawn.

o Lt
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a. Gh-huh,
0. But no tests were made, is that 1it?
A, That is correct. I have visited with South-

land Royalty and they feel that they'll plug back to that

zone,
Q They think they eventually --
A Yes, 3sir.
Q -~ will produce that.
A They are producing out of the Morrow at

this particular time.

Q I see. Okay.

MR, NUTTER: Are there any further questions

for Mr. Dean?

MR, FEEZER: May I ask one or two further

gquestions?

RECROSS EXAMINATION

8Y MR. FEEZER:

0. You just informed the Examiner, if I under-
stand you correctly, that you could move south from the
present -- former location of Union State No. 1, plugged and
abandoned, to a location which would be unorthodox but not

lose much of your structural position, is that correct?

A Other than - that is basically correct,

but also we would like to protect ourselves against drainage,

t
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and this is a 660 deal that Southland Royalty could come down
there and out a well right therce in the southwast of southwest
and drain our oil.

Q Do you understand that that's within the
R-111-A and they would have to get -- qo through processes
to obtain a new well?

A If it was economically possible, they
probably would do that. They are doing that right now, as
I understand it.

Q Well, could you do the same on the Parkway -
West Unit No. 9, move south and not lose structural strength?é

A ¥No, we would not lose structure; however,
we —-- one thing that we're doing here, we're staying as close
as we can to known well control, plus protecting our corre-
lative rights, and we would be moving farther away from
known well control. These are stratigraphic, not entirely
structural traps. |

0. Assurme you move to the approximate mid-line
of the northwest of the northeast of the northeast in 27, is
there any reason why, if the Commission granted it, you
could slant drill to the same location, at least eleven eight
in Unit 9?2

MR, HUTTER: Vhers was the location, Mr.

Peazer?

MR. FEEZER: At the same location and slant
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Arill to that presuncd recovery zone.
A Aything is possible, though it might not

be economically possible. '"his is what Southland Royalty is

contemplating, and we don't feel that that might be a com-
mercial way to do things.
MR. COFFIELD: 1If the Examiner please, our

petroleum engineer witness is more gqualified to answer ques-

0 Do you feel you're not qualified, then, to

pursue that line of questioninc?

A On the —-
Q. Yes. Slant drilling?
% Yo, I'm not qualified to do that.

MR. FEEZER: Pass the witness.
MR HNUTTER: If there are no further ques-
tions, the witness may be excused.

MR. COFFIELD: Our second witness is Mr.

LARRY SHAMNON
being called as a witness and naving been duly sworn unon

his oath, testified as follows, to-wit:

DIRECT BXEAMIMATION

BY MR, COFFIELD:
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0 Mr. Shannon, for the record would you please

state your name?

A, Larry Shannon,

Q And where do you live?

A I live in Dallas, Texas.

Q And what is your occupation and who is your
employer?

A I'm a Senior Vice President of the Petroleumj,

Corporation. I have an engineering degree, a petroleum en~

gineering degree professionally.

Q And you are -- you work with Petroleum Cor-
poration as -- in your capacity as --

A I manage the operations andvengineering
ﬂm'aﬁzohann -

0 Have you previously testified before the
Division?

A Yes, sir, I have.

o Are you familiar with the petroleum en-

gineering factors which are pertinent to this area covered
by the application in question?

A Yes, sir.

0 Are vou familiar with Petroleum Corporation'
drilling and developrent program and activities in this area?

A, Yes, sirv.

!
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MR, COFFIELD: Mr. Examiner, do you have

any other questions of lMr. Shannon?

HR. RUTTER: o, Mr., Shannon is qualified,

0 Mr. Shannon, I assume you were in the room

and heard the testimony of Mr. Brown of Amax that it would be

their proposal that we first mine the potash and then the

oil companles could come in and recover oil and gas. Did

you not hear that testrimony?

A Yes.

0 And if that procedure were followed, how

would you propose that an oil or gas well would be drilled

through an abandoned open mine shaft?

A I have no way of knowing how we'd do this,

because we have to circulate drilling fluids, and once you

drill into the open mine shaft, I don't know what you'd do.

It would be a nightmare and extremely expensive
try to encounter. I don't know of anyone who's

1

this. There may be technigues, but they'd have

operation to
ever done

tc bo developqd.

I don't know of any proven technigues to do this.

0 So would it be your opinion that it would

be extremely, much more expensive, and --

a, Ané much nore hazardous, as well, becausc
you'd have to run pipe through it. You'd have to cement it.

All the evaporite section has to bhe cemnented off, and I don't

know how vou'd do it.
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0 fould 3t raise a serlons question in your
mind as to the ability to recover the oil and gas deposits
at allz

A Yas, We think we confine

sir, it would.

any pressures that we have with the casing programs that

«

we're utilizing, but we'd have to change it completely, and
I'm not sure how we'd do this.

Q Mr. Shannon, you may have also heard testi-
mony and remarks by Mr. Feezer with respect to questions of
gas pressure in the wells that you have drilled and the wells
that are proposed to be drilled. Can you give us some idea
as to precisely what those pressures would be initially and
what they would be later in the life of the well?

A Yes, sir. Bottom hole pressures in the
Morrow zone initially are normally in the range of 4500
pounds. You'll see surface pressures of 3000-3300 pounds

initially, and as you produce tne wells, the pressures de-

crease and decline, and that's part of the completion mechanisf
we use in recovering the hydrocarbons,

I have pressures of the flowing wells in

the mining area right now, those of Southland Royalty's.
There's one well that's fleowing on 2000 pressure; one at 500
there's one at 800 pounds; there's two at 1000; one

poundgs;

at 1200, you know, so it's in that range. Normally we're

restricted to the pressure we can lower the pressure of a
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wellhead, to that of vhat we sell our gas to the gas buyer,
and bk}l Paso, Llano, and others, are in thi@ area, ané most of
their line pressures now are in the 800 pound range. So,
until we put compression in, which is a subsequent operation,
normally, in the depletion of the gas reservoirs, the pres-
sures will be probably no lower than 800 poundé. 500, I don’

know how -~ Southland must have a little bit lower 1linz pres-

sure there that must have occurred at that time. 1It's kind off
unusual.
Qo Is it yvour opinion that after a certain

period of time, six months or so after the well is put on

production, that the well ~- the well pressures do drop sig-
nificantly?
A Oh, yes, and they centinuve to drop through-

out the life of the well.

Q Relative to the life of the well, what woul?
you say would the life of the well be?

A Arywhere from ten to fifteen years under
normal completion technigues. It's what we've seen in this
area, and depending upon-the reservolr characteristics, it
seems to be in that 1life span.

Q Now, in this particular instance, Mr.
Shannon, it has been indicated earlier by Mr., Dean that the
plan is to develop this areca, the Parkway VWest arca, and the

Petco Com area, in a rather rapid fashion, as I understood
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. 1
the testinmony.
2
A Yas., bBack in Auvugust we comnenced the Parkwa
3 ;
Vest Unit No. 6 Well, and we put a drilling rig in the aresa ;
4
at that time, and our plans were to continue drilling and
5
keep the rig there as leng as we continued to drill and com-
6
nlete successful wells. UWe're now drilling the third well
7 ,
and the location and all is prepared for the -- for the
ol
fourth development well under this continuous program, the
3 9
g S No. 9 location in question, that we talked about earlier, but
= 8 10 . .
E&.; our vlans were, and we didn't really realize that the east
ts 1 :
%;3 half of Section 22 was going to come under R-111-A, and so
12
- §§ we feel that the Wo. 9 location is very important where it's
' & 13‘
1 gpaced to adequately drain the reservolr to protect our cor-
' 14
relative rights from existing wells to the east of us, those
15 '
drilled by Southland Rovalty. And if we have to move it,
16
then we'll not be able to recovexr the reserves that we feel
17 |
is our -~ our share of the rescrves in the reservoir. They “
18
will drain them from us, and their wells are there, and in
19
essence, they could get our reserxrves without adeguate
20
spacing of the wells.
. . W
FR. WUTTER whiere are you drilling ndw,
22
Mr. Shannon?
23
A The No. 8, which is the southwest quarter
24
of Section 22. That well will be down in about two days,
26
Mr, Nutter.
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1 MR, OHUETPER: Thank you.

2 n A1) ricoht, My, Shannon, let's oo to what

3| we've marked as Lxhibit Six and would you please cxplain that

s B v 4 | exhibit and why we tendered it as an exhibit?

5 A A1l right. Exhibit Six is a key well and N
81 probably our most disappointing well that we've driiled in

7§ this area, and it was the fifst well that we drilled. 1It's
88 the production history of the well that, what we think it's
88 told us all along is that there are significant reserves in

10 :'the area and we had to move out and find them.

Mexico 87501

n This well is probably the poorest perfor-

12l mance well that we have, economically speaking, and yet we

Reporting Scrvice
ta P

)

AN reporting service

13 think that it ~-- because of this performance, it indicates
Ml that we're definitely on the edge of a larger reservoir, and

15 all we need to do is get up-dip structurally.

é 18 0 Okay, let's go on now to Evhibit Number
171 seven. Would yon please explain that exhibit?
18 A Yes, sir. Exhibit Seven really covers the
1l economics, as we see them, for three wells in the area.
20 The first two pages shows the economics of
2 the Parkway West Unit No. 6§ Well, which we have recently
2 completed but not yet put on production. This shows the
23 econonics of our working interest, which is 38.314 percent,
24 and you can find this on iha second page. All the input
% data is there. I{ does show what we believe the gross re-
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serves will he, the net reserves 4o us, the expenses necces-

sary for us to get those reserves out of the ground, and the

future incorme before Federal income taxes, and a cumulative
present werth ~- value of this cash flow, dlscounted at 10
percent, and we ali know that money has value, and that's the
idea of showing that.

Now, tha Parkway No. 6 Well is the one

that -- if I may look at a map here a second -- it's in the ~-?
it's in 21. It's in the southeast gquarter of Section 21.
That was the first well we drilled in this current develop-
ment program that we started in August.

Now, the next one is the Parkway West Unit
No. 9 Well, the location in the northeast of Section 27.
This we believe is a reasonable conservative éstimate of what |
we think the reserves will mean to us. In this economic fore-|
cast we show not only the operating costs necessary to lift
the hydrocarbons tc the surface and sell them, but also the
costs to drill the well. In other wordé, it's net. 1It's
cash. It's our sales less any costs that we anticipate, for
just the Petroleum Corporation's interest, which we say is
worth $2,219,000., Now. if vou gross that number up from:
our 38.5 percent working interest to the full 100 percent
working interest, which is the value of cverxyone that we
represent in this well, that comes ont to $5,762,030 in value

net of all cosis,.
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Bo we think it's significant, and 1'd like
to also point out in this @conomics, that 1 think the reserves
are very consexvative. Ve've seen some areas we can get
¢-billion cuble feet of gas, double what I'm showing right
here. 2 is just something that we used because it's an un-
developed location, and it is risk adjusted.

Mow, the next two pages, or the last two
pages of this exhibit, Petco State MNo. 3, and this shows what
we think the economics are for the location int the northwest
quarter of Section 26. Here again, it's for only our interest)
but in this area Petroleum Corporation owns 51.6 percent,
and you can gross that out tc something over $4,000,000 in
future net revenue for that well, looking at the Strawn zone
only, the sconomics of the Strawn, not the Morrow zones.

0. Do you have any further details on this
exhibit that you'd like to discuss?

A Mo, other than I'd like to qualify it in
the fact that --- that reserves, and the stimation of reserves,
and cash flows in the oil buginess, is still difficult to do,
and of course, the more production history you have, the more
accurate you can be, and all three of these locations we
don't have any production history, and in two of then we
haven't drilled the well yci, so, you know, it's rwuch more
difficult to do, put ii's something that we use as economic

outlines.
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0. Mr. Shannon, if Amax' application is granted
what would bc the impact on the Petrolews Corporation's de-
veloprent of the oil and gas pool in this particular area?

A ell, to begin with --

4 irst Of all, let's assume two different
things could occur. First of all, if the well were not
drilled; that is, by virtue of the expansion of the area, if
in effect, it can't be drilled, number one.

And number two, if the wells are allowed
but with restrictive casing procedures as are outlined in
R-111-A.

A Well, if we're not allowed to drill there,
wve will lose our correlative rights because of the drainage
pattern, I believe, because we've already given up the east
half of Section 22, and we feel in fairness to everyone, that
we've got to have a well somewhere to drain part of the re-
serves, and it's partly Statc reserves, too, State land, in
Section ~~ and by placing a well where we have positioned it,
we beliave we've optimized the drainage patter:n.

Now, we of course have a drilling rig, and

that dArilling rig cosis us someihing like $3500 ¢ day, and if
we don't have another location to go. to, we'il p2 penalized
$5000 a day, plug we've spent another $15,00¢ »repaving <~ in

preparation of (e location, and to build anoichece location

takes five days, so that weuld be another $15,000, $20,000
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Yl for the dirt work, plus the $25,000 standby on the drilling
21 rig. That's the economics we're talking about short term.
3 Row, the other cuestion, the second part of
4“ that, I'm not sure.
0 The restrictive casing procedures which can

8 pe imposed, or would be imposed, pursuant to the provisions

71 of R~111-A.

5 -
T S T P O o

8 A, Oh, right. The way we look at R-111-A,
g 9" where we have to run 20-inch casing to about 400 feet,
t
%é 10l 13-3/8ths casing down to about 1500 feet, and 8-5/8ths inch
§§ " casing then down to 3000 feet, adds épproximately $70,000
- &g 121 to the cost of our drilling this well. That's in additional |

2 ’3" cementing, the additional casing that we have to buy, the 5 i
14 additional rig time that's involved in this. That's give, %
15 +hen, two cemented zones of pipe to ptotect the potash, as E
161 well as our production stying of pipe that would later be
7 || placed there, or cement inside the casing if the well is
8 1 plugged and abandoned. ; i
19 ) Okay. In the cross examination of Mr. Dean, |
2} Mr. Feezer had indicated an interest in knowing about the
21 feasibility of whipstocking or élant hole drilling, and you i
2 would be our witness who can testizy to that matter., Would

3 you pleasec expound on that nossibility?
24 hY Ckay. In Section 9, to bogin with --
28 Me, PERZER:  1In Section 972
i
{ 1
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M Or excuse me, our location ¢ in Scction 27,
to build ancther location, Jjust in the next week or so, we
would have tc spend another -- we've already said we spent

$15,000 now. We move down here, we'll spend $20,000 building
another location, $25,000 for the standbyv of the rig, plus
for directional control, at least $50,000, to try to get the

directionally controlled well up-dip underneath that acreage.

It's a considerable amount of money, and we don't own all the

interest in the well. We'd have to get zll of our partners'
approval, and it may take time, which may even delay, and .
with that $5000 a day in the rig, if we lose the rig we may
not get it back for six months. The rig availability is

terrible right now, I mean there's such a demand for drilling

rigs, and we talk about economics, and you know, with 8~millio;,s

barrels a day that we're import. iy of oil in the United Statesi
ii's ~- it's quite a burden on us.

G Mr. Shannoﬁ, do you have any further com-
ments to make with respect to the engineering and economic
aspects in this particular project?

A No, sir.

Q. Were these Exnibits Six and Seven prepared
by you or under your supervision?

A Yesg, siy, they were,

Q. and again to reiterate, if Amax' application

is approved, is it your opinion that this will result in wastg
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and the violation of correlative rights?
h Definitely,

R, COFPFIELD: My, Dxaminer, I nove the
admission of Exhibits Six and Seven.

MR. NUTTER: Petco Exhibits Six and Seven
will be admitted in evidence,

MR. COPFIELD: And I have no other question
of Mr. Shannon on direct examination.

MR. WUTTER: Are there questions of Mr.

Shannon?

MR. FEEZER: Yes, sir,

CROSS EXAMINATION
BY MR. FEEZER:
Q. Mr. Shannon, your Exhibit Six reflects a
well located in Section 21, as I understood your testimony?
A 26. It's this well in Section 26. Down

here. It's not on your map, but it's -~

0 In the southeast quarter of Section 26?
A Yeg, sir.
0 and your geologist testified that he though

the best well, or key well, was up here in the northeast
corner, running on a line up here into the ~- through the
northwest quarter of 26 aud maybe touching the northeast

quarter of 272

i
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- 1 A L'm not a geologist and maybe we should ask
2 Hal this, but my understanding is, and let's look at our map
3 because these are core holes, and I —--
“f 0 Well, let's rephrase the question. These
5 19¢apions which you've applied for, in the engineers and
8 geologists judgment are the ideal locations.
7 A The optimum locations, that's correct.
aq Q All right., And --
§ ® A For not only structure, geologically, but
g 10 also engineeringwise for drainage.

11 ’ ,
Q All right, and you offer Exhibit Six becausej

12 :
" you think a projection of what you're getting here in the

' 13 1
f poorest well of the bunch, in the southeast guarter of Sectio 3
i , 14 ) . : :
: s 26, will greatly improve as you drill these wells going in
15 . . ' )
i the northwesterly direction from that point. -
16
i A Yes, sir, and it also tries to show the
‘ 17 H .
fortitude of our staying in there with marginally an unattracy
18 .
well to begin with.
19 -
0 All richt.
20 ) R
A The first one we drilled.
21 .
Q And you offered and received Exhibit Seven,
22
shwoing Parkway West 6, plus 2, ané Petco State 3, are pure
23 '
projections. computer projections, arxe they not?
24
M Well, when vou figure the mathematlcs, that
25 .
right, and I ~~ I tried to qualify that, and I think we're
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conservative in this, thouch, too. Wo try to be.

(¢ And in your Exbiibit Seven, you showed or
testified to a 2,219,000 dollar future net income after in-
vestment, but I did not sce the 5,000,000 you spoke of.

A bo, sir, 1 did -- I did a mathematical cal- }
culation on it.

o] All right, that 5,000,000 does not show<on

the Parkway West exhibit, does it at all?

A No. Let me tell you the method that -- .
0 If you would, please.
A I took the 2, 219,388 and divided it by

.385140. That's our working interest in the well, so that
grosses it up into 100 percent of the working interest.
these cash flows apply to only our interest:
and this, you know, there are twelve of u3 that own this.
Q And. at what price rate do you calculate

this gas being sold to make these projections?

A, All right, on the second page, if you'll
look.

Q Parkway West 9?

A Uh~huh, look at the second page, input data

it shows that by vear, oil and gas price. We show the percen
of escalation by year.
0 Projected to Y242

IN Yes, sir.

L
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A, The vrice is up to $6.00 and oil up to
$50 a barrel in 1994,

0 And you're telling the Cormmission and those
here that these are conservative estimates.

A vYie think they are.

Q Okay. Do you have the expertise to give

answers in connection with the encvineering or drilling of a

slant well to reach the structure you want to reach in 26’and_f

272

A I thought we di:cuséed that a few minutes
ago.

Q Well, do you feel that you can answer
questlions about it?

A Yes, sir.

Q All right. Assuming that the potash com-
pany in some attempt to work out a solution to the problem,
agreed to leave a column, mine around it but without a well
going through it, would that make you alarmed if -- less
alarmed, so that you could live with it, if you knew that
there was a colurn with 1060-foot radius at the location where
you want to drill Parkway West Wo. 9 and get it at a future
time? I'm talking dust about the risk of drilling, the
hazard, et cetera,

A Forgettineg the time value of our product?
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0 Yeg, forgotting the Uime value, Lor -

A Tt certainly has a tine value,

0 Ch, it has, okay, T understand,

A 100 or 200--foot radius? I thought it was
originally 200.

0. Well, depending on if it's second mined or
not. Starting with a 100-foot radius, 200-foot diameter.

MR. NUTTER: HNow, Mr. Feezer, as I under-

stand what you're talking about here, would be that --

MR. FERZER: The mine would proceed but V
leave the column and no well there.

MR, NUTTER: And you would leave a column.
Then this would remove his doubts akout drilling through a

mined area.

MR, FEEZER: Yes, sir.
MR, NUTTER: Is that what you're talking
about?
MR. FERZBER: VYes, sir.
¥R, NUTTER: I sce,
0 that's your reaction to that thought?
A We're talking about --- what is your mining
level, from 700 to 10007
Q. 750 to 950, mavbe 1005, And you're opening

up about four faet of open cround.

A, Four fect, is that the mazimum height?
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o Pifty inches, naybe a little bit more. Bob

Brovm can

MR, DROWI':  Chuck, after you sccond mine,

We take %0 percent cxtraction. You don't have ovey that much.

0. ieh the subsidence.
L. Uh-huh,
0 But I'm not --- I haven't asked the subsi-

dence question yet.

A Uh-huh.
Q. I'm talking about just the first mininé.
hS It's theoretical. TI've never tried.
o I understand that. Neither have we, under-
stand.
M Yes, sir.
MR, NUTTER: Well, Mr. Shannon, if you were

drilling a hole through the midédle of 100-foot column of
salt that's only just sﬁrrounded by-a 4-foot cavern around
that, I don't think it would disturb your drilling operations.

A Probably not, you know, it would certainly

be a lot better --
MR. VUTTER:

As long as you wera coing thrngh

the middle of that column of salt or potash.

i T3 rathory do that than to drill into the
mine shafi, bocausce that's vhat, yvou kuow, I suppose there is

a chance that you could do iv,

o




reporting service

Reporting Service

Now Mexico 87501

10

"

12

13

14

15

17

18

19

20

21

22

23

24

25

i

<D
w

Page 1

n Phat'e vhst T wanted to kKnow.
vewr, vhen A3C veun first Yoarn that Amax was

pursuine a core crildling yrogram in 26 and 277

e

Ve didn't know that, and as far as I know,
we were never notificd of the ceore érilling prouram.

The first we knew was the hearinc on your
extension of the east half of Section 22, and we thought that
was all you wanted, because that was just a few months ago
that the half of Section 22 was added into R-111,

0. Nié vou attend that hearing or one of your
representatives?

e had a representative attend but we

didn't try tc contest it or anything at that time. Ve thought

we coald still live with that, but we didn't know that there
were others coming subseqguent to that,

Q. Were vou infaormed by vour representative
that we were pursuing an active core drilling program, both
to the south and east at that time?

A I personally was not informed. There may
have been scmeone in our crganization that was.

Q Pid vou obtain a copy of the recoxrd of that
hearing and review it after it was over?

A, T Aid last week, but T did not before that
tino,

0. rid thot reflect in the record? Did you
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pick that up?
A, Yous, F noticeed 4 then, but, you know -
Q.- DL you roceive a letter from me dated

Movenber 26th?

A Yes, sirv, I dia.
Q And was that the first notice you had that

we had a problem?
A Yes, it is. 1It's the first I knew that

this was even docketed.

Q and you yctl your mail at 13 whatever it is
A 3303 Lee Parkway.
Q And wiat's tae correct nawme of your cor-

poration, Petroleun Corporation, or Petroleum Corporation of
Delaware?
A Tae Petroleum Corporation of Delaware.

Now, we're bonded in Hew Mexico under just The Petroleum

Corporation.
0 2rc there {wo different companies?
A Well, there's a Petroleum Corporation of

Texas in Texas, and because of that we added the Delaware
because that's the state we incorporated; not wnere the cor-
porate neadauarters are,

Q How are you redgistered o Go business in

the S5{ate of lew ilexico?

(o

=

' nolt positive on that. I1'd have to

&
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double chicck that, * 2on't know,

0 tew, who 3o youwr statutory agent here, then,
do you know {hat?

A Coan you ~--

MRL O COPTIETD: I'm advisced it's ¢. T. Cor-

pordation,
MR. FELZER: C, T. Corporation, thank-vou.
MR, COFFILLD: Yes.
0 Do you know anything about potash or potash
mining?
2. No, T really don't. I'm not an expert in-~
that.
0 Are vou aware of the fact that your appli-

cation, as shown by Applicant's Exhibit Nurmber Three, was
one day after Amax filed its application to extend P-111-A?

Do you understand that we filed on the 8th

of November?
A Which well are we talking about now?

0. We're talking about the one in Section 27.

A No, I knew nothing about that at all. You

know, the first I knew that ~- was a letter I received from
you scirtine aftex the 26+th of tovenver.
n ¢ you werc not aware of the fact that

we filed our applicaition one day prior to the time you filed

(A

your application?
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A. Sir?
0, You vere net aware of the fact that we filed
our application on the f2th and vours, of course, vas filed on

the 9th, until later on?
2. Yas, sir, of courge, you know, it took a

few days before that. We had to stake the well and it was

probably two weeks involved before that was filed, vou know,
the time you send a surveyor, and --

o And your --

A I mean that's not an instanrtaneous type re-

{ quest. It takes one to two weeks to -- |

o ¥Ynen you filed this, it was handled in the
Artesia Office, was it not?

A Yes, sir., it was.

0. and yvou did not have any communiceation with

h the office here in Santa Fe for the application to drill

Parkway West No. 2.

A ' Mo. I had no communications with them, no.

We did in dr’1lling Mo. 8 Well.

0. Yas, sir, I understand that.
A e werc concerned about that; even 7 and 8.
o Yow, vou're concerncd about the economic

impact of the --- whatever this Commission may do about this
location, 1Is there anv way that vou can deflect this rig to

gome other location to miticate your costs until this issue

!
|

oA

e ki
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is decicded?
A Tt wovld e very acuvensive., I Jdon't have
the authority to dc it, because, vouw know, we don't have

another location to rove the rig., It takes weeks to get a

permit, get the location kuilt., We don't have our partnershipi
approval and that takes thirty days. Va'd lose the rig. We
would really have a difficult time with our current develop- -
ment program, because we have approval fror all the other
interest owners. Like I've said all aleng, that we own about

38 percent of the il and gas lease there and we went to all

624

the other ﬁwelve interest owners with what we call an author-
ity for expenditure, AFL, and they had thirty days in which
to reply, and they all approved of our drilling this well,
and that was all taken carxe of before we spotitcd the well an

everythinag, and we've workinc on it for --

Q Before you made your application on the
9th?
a, Yes, sir, it was two months hefore that,

before the application. %hat's just kind of behind the fact,
I've got correspondence in ry file that shows we tvere working
on it two months before that, I'm sure.

168 o

4]

suming the Commission, or the Fxaminer,
could expedite a decision in thils matter, could you obtain
within a five-day poricd authorization to drill a slant well

from sone place below +the north nhalf of the northeast of 27

*
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- | to reach your oil ox ¢as hoaring strata? "
2 A Voo pays for ¢hoe oxtra cost?
3 0 ? haven't rcached that question yek. We
4 1will 1atexr on.
5 A ¥Well, I deon't have the authority myself to
e"move a location. iny the presicdent of our corporation hés
71 that authority.
8 0 All right, at least at this time it's not
. g 9" a possibility.
s 4 10 MR, FEEZER: I believe that's all,
8§= 11
g.
- %éa 12 L' CROSS DBRAMINATION
13 BY MR. NUTTER:
1 Q ¢ir. Shannon, on your ell No. 6, your pro-
18 jections here‘for future performance.
18! A Yes, sir.
1 143 Ii. looks as though you've just arbitrarily
18 for some reason selected 3-billion cubic feet as the ultimate
19 reserves for this well and then the computer backed up from
2 there with all the interests and costs, and so forth, allo-
2 cated.
22 L. Itfs really not avhitrary.
23 i o, L
2 i e have production nistory in the area.
% We think this well is better than our o, 2 Well. The No. 2
/ 4
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VeI haS already produced over Z-Lijilon cubic Tect.  We
think that really 1 probably s rore in the 4-Biliion range,
but since {t's carly, I don't vy to round then off any
closer than to try to yct them in a billion or a billion and

a half range, becausce T can't actually estimate it any closer

than that.
0 Rut everything -~
A That's our bhest cestimate st this tirme.
Q0 Everything is based on backing up from a

preselected ultimate reserwve of cas for the well of 3-billion
feet, right?

A Issentially that's the way the computer
program works. That's the nechanics of the computer program,
but that is not the mechanics of how we actually arrived at
the numbers, Mr. Hutter.

) Mo, probably a rescrvoir engineer with a
little Texas Instrument calculator selected 2-billion feet
on his desk and then cave it to the computer to figure out,
isn't that right?

hY That's a lot of it, ves, sir. And we have
we have an excellent well. %his -~ this well Qill produce
about 4-million cubic feet and we haven't cven acidized it,
and we have probably feur other zonas to perforate, so we
felt comfortable

0 Uith 3-Lillion?

¢

T A U T ULy W S RN T S
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0 ST on the o, v, you took

iz,

a 2-billion cublc foct Zigura and backed ap -

B Risk adjusted, Mr., Hutter.
n, And thon on your costs yvou decided somehow

or other that by 1224 cas wonld be 36.00 a bkarrel.

A It's 10 percent a ycar escalation is where

we got that.

mean gas would be $6.00 an Mcf and the

0. T

&

Ayatollah would be charging us $50 a barrel for oil.

A I*ve soen major oil cowpanies use higher
numbers than that.
I'm

Q Ch, sure that the 2Ayatollah would agree

with you that $50 is consorvative here.

A Well, we're: -receiving $34.50.
) He's going to want $150 by then.
A Mr. Nutter, we're receilving $34.50 for those

four barrels a day we're producing i thiat Petco State dWo. 1

right now. UNow, how leng it will stay there, I don't Know.

Q and then with respect to Well Ho. 3, it

looks like the basic ficgure that was backed -
selected and then cverything bachked ont of it,

barrels of oil from that wail.

h Fl ey b ¥ P RN ENTH .
B That's the SiLrawn sons.

P Y. SO B s, AT . PR ]
0 Ant that'es a Shrawiy waell.

I P e
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We'lve,

1t“

you know, theot's

o

Page 1121

rnd we anticivate nitY in a different ratio.

in that arcs nexrally come out arcand 7000-¢o--1,

it'e dust the vay that we look at

UVell, vour verforinance on thc No. 1 Well

has becen approximately 7000-to~1, hssn't it?

A

0.

has, too,.

0il well,

[N
4}

R

Yes, sir,
Over the life of the well.,

Net, it has, and Lhe No. 1 Parkway West uni

Now, the MNo. 1 Parkway West, it's not an

o
o

It's classified as a gas well, but it has

a high GOR, and we --

also?

)

And it's run in the neighborhood of 7000,

Yes, sir, it does. We have special pool

rules for that, My. Mutitcr. o came up right after we dis-

covered that and asked for the special rul

Q

o
o

Well, now this calculation for the Well No.

3, that's not a 7000~to-1 ratio you've got there.

e

servative.

o, T xnow. Sc tihat's why I'm saying con-

well, yveou'rs figuring you'lre goino to yet

o0il) well righil in the niddle of these two gas

b

-
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W&ilis, is that 1i, O nign ratio oll wells, whatever they
ara?
i te're lookiing al onky the rescrves from the

Strawn, which we taink have the lowest risk to develop. 1If
we can get the Morrow gas and the others, that's gravy to us,
an additional incone.

0 fiell, now what about Morrow development in
Section 267 Have you given any thought to Morrow wells in
Section 267

A Yes. Well, we -~ we want to drill the pro-

posed location to the Morrow.

0 The Wo. 3 is projected to the Morrow?

A Yes, sir,

0. Well, it's a non-standard location for the
Morrow.

A That's right., We couldn't produce from it

without a special application, no. Of course, we don't have
a drilling permit there, either.

4} Well, you haven‘t even filed for a Morrow
well there, have you?

A Yes, sir, we did, but only to drill and
expose it, and if we nave adequate zone, tihen we would cone
to the Commission again and ask Jor approval to maybe dual
complaote or produce that zoue as well,

Qo Well, your ¥Form C~101, which is part of
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Amax’s bBxhlbit Yhoee, states 1U's projected to the Strawn

formation, althouch it coes ¢ive the depth as being 11,800,

&

P4, 600, see, it '2 to the «-- to the Morrow.

Lutl you haven't said that you were going

to the Morrow herxe, nor that you're et an unorthodox location

for the Morrow.

Q
comp lete it
318

_Q

We are that, an unorthodox location.

Ckay. How, the No., 9, do you intend teo

as a Strawn well if it's productive ‘n the Strawn?§

e would dullay covplete it.

Gh~huh, so it's heen projected to Morrow,

which would take care of the Styrawn, subject to the approval

of a dual completion.

A

A

on the Morrow there.

Yes, sirvr,

And it is a standard location --
Standard location in the Morrow.
~— in the Morraow.

We'rve nmore worried about correlative rights

jopefully, serendipity will come in and

we'll have them boti, so --

xD

cbhijective.

you an additional

1 see.

Lut we have to identifly which is the primary

Low, wheo yvou meationed that it would cost

57G,000 to comply with the casing and cement
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Progran in R-11ii-a, wihai were vou talking about? You daid

yoeu'd neve to yun 20 inch to 40U yeetg?

A Ahat's our understanding,

W ana 13-3/dths to what dopth?

a 1500 feet.,

Qo And then you nienticned 8—5/8£hs.

A 8-5/6ths to 3000 feet. Now, we run 8-5/8ths

tuo the 3000; that's not an added expense.
0 Right, so that's not an additional cost.
A, Md we normally run 13-3/8ths to 400 feet

and then circulate cement to the surface, so we would have:

S to add the 1100 feet of 13-3/8ths, plus the 400 feet of 20~
inch.
Q ang that, andé the cementing thereof.
A And the cementing ~-~ cementing and drilling
time.
&  MWould cost an additional $70,000.
A, That's wnet we're estimating. Ve've not

done this, so, yvou know, we don't have the actual cost behind
us, but that's a reasonable estimate, we believe.

0. tlow, in the event that the Commission should
allow the continued effectiveness of your drilling permit
for Well Ho. 2, wouid Petce be arenable to altering the
casing--cenenting prograr to couply with L-11l-A, if the area

wera extended? Mo include that 40--avre tract?
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hY I, you ¥now, that's up to our --
0 You'd ba drilling in R-111.
A, ¥You know, but I think we would. We've

always tried to get along with everyone, Mr. Mutter. I
don't have the authority to say that, but I can anticipat~>
that we probably would.

¢ A solution like thai, I realize wouldn't
make anybody happy.

A, Ho, sir.

0. We'd be extending the area and altering
your casing program.

A Yes, 8ir.

Q But we would also be permitting a well
in R~111-A terxitory.

Sometimes that's our best solutions, the
ones that don't make anybody happy.

.3 Yeg, sir. ell, at lcast we could still
drill,

0 Now, you mentioned that the ric on No. 8
would be through in about twe days. What was the drilling
depth this morning?

B Well, 4t will he at total depth in two
daya, I¢'s really coing o Lo four ox ¥ive days boeforc
ve can log it, and then if we are ‘ortunate, to run plipe

and be in a position to wove.
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If 1t reaches T in 46 hours there would

be another 72 hours in which --

A
Q
A

pipe, and ~--

well?
A
0.

A

I think in either vlugging or --
Before you could rove the rig off.

Yes, 3ir, before you plug the well or run

You know, did you test the Strawn in that

No, sir, we did not drill stem test it.

How did it look? Have you gotten --

We had a drilling break. Hal's -~ we'd

have to go back to Hal on that. He's more up-to-date on

that.

MR. DEAN: We had a drillinc¢ break but

-

we did not open hele test it.

on it yet.
A

o

S¥rawn,. then.

U

MR. HUTTER: And vou don't have any logs

HR. DEAM: 1o, sir.

No, sir. We do not.

So that well may have a potential in the’

MR, DEAN: Yeas,.
We hope so.

and you'lre not deep enough to really

know if you've got anything in the Hoxrrow or not.

P
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MR. DEAN:  No, s8ir, WwWo have this hotton

400 feet where our pay's coming in,

A

out we've made good --~ the No, 6 is an

aexcellent well >nd thas Mo, 7, we've just flowed gas out of

ié at rataeg from 2 ¢o 3-1/2-million cubic feet. It's not

as good a well, we don't believe, as the Yo. 6 Well, but

it's certainly an economically attractive venturs for us

to drill the No. 7.

Q

Now, X presume tihe No. 7 has the north

half of Section 22 dedicated to it and the No. 8 has the

south half of the sectlon dedicated to it. -

to this No. 9?

A

half.

of them, there,

What are you proposing tc dedicate here

The north half,
So there would be another location.
Yes.

Then the No. 10 would have the aouth

I think lial shows that.

The WHo. —~-

If vou'll notice in Exhibit One, or any

MR, HUTTER: Y balieve that's all I

have., Doos anyone have any further ¢uestions of My,

Sthannon?

ot

g b
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77777 MR, COFFIFID: Yes, ‘
|
MR, NUTTER: Mr. Coffield. i
REDIRECT EXAMINATION
BY MR, COFFIELD:
e On these economic analyses, Mr. Shannon,
were these prepared specifically for this hearing?
A No, they were not. That's just an in-
house type work that we do, and it wasn't -~ |
Y B work plan? Is that the reason they
é are a conservative --
} ’f} A Sure. It has nothing to do with the
; hearing at all. We just brought all the data we could.
g Q And in view of the urgency of Petroleum
: Corporation's proposed developrent in this area, which has
been alluded to many times, I trust that you are formally
requesting that the Examincr expedite this matter.
A It certainly would help us.
MR, COFFIELD: Thank you.
MR. NUTTER: Are there any further ques-
tiona of My, Shannon? He mav ha avemsod,
Okay, I'1ll call {or closing statements.
Mr. Faezer, as Applicant, you're entitled to go last.
MR, COFFIETD: Mr. Hensley is prepared
I /

%




b

L

119

to make a cloning statenent.

MR HUWTER: #r. hensley.

HR. HEHS1LEY: If the Cormigsion nlease --

HR. NUTTHR: Just a second. I forgot to
ask if anyone aelse has anything to offer in this case. -

Proceed, Mr. Hensley.

MR. HENSLEY: I'll make this wvery brief,
Mr., Examiner.

First of all, I would like to say tha£
I think that there is a serious question ir this record
as to whether or not there's been a prima facie showing
in the R~111 that any commercial deposit of ore exists.

I think the only thing that can be sald is that if this

ore is in fact ultimately mined, whish might occur, X be-
lieve, aé Mr. Brown has indicated, somewhare betwaen the
nexc few years and nineteen and a half years, that it could
not be commerceial unless it were blended with a higher grade
ore.

In addition, thore's been no core drilling
at all in the aresa in the north half of the northwest quarter
of‘Section 26, and I don't see how a reasonable projection
of rineable oxe can be made in the absence of aven one core
hole being sunk in the proposed area to be extended.

in addéition, T think -- and by the way,

in connection with this blending, I holieve Mr. Peezer ro-
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quested that the transcript in Case Nunbor 6495 bLe incor-
porated, and that transcript is replete with ovidence fron
Amax as to the necessity to blend this low grade ore in orderx
for it to be commercial at all.

Secondly, I think:this case cah be ana-
logized to some extent to a cormpanien case back in 1978
that I participated in on behalf of Rass Enterprises Pro-
duction Company, Case 6077. That case, as 1is true in this
case, involves the provisions of Article II of R-11l1, and
that is that under the express provigions of the order it-
self there can be no mining operations wihich would unreason-
ably interfere with tha orderly development and pro@uction
from any oil or gas pool.

‘Now, I don't think there's any evidence
in thie record to the contraiy excéept tiie evidence to tie
effect that Petroleum Corporation is involved in the develop~
ment of an aexisting pool, both in the stratigrapl:ic Lori-
zons of the Strawn and the Horrow, and I believe it would
be a violation of the intent and purpose of R-11l1l tc cause
an extension of this area to be nrade if the effect of the
extensién would be to deny to Patrolsum Corporation, or
any other oll and gas operator, tha right to proceed with
tha orderly developizent of an oxisting pool,

1 think the recoxd g uncontroverted,

likewiso, that the -~ o extond this area and not oormit
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Petroleun Corporation to drill the proposed wells, ow. 3
and 9, would rosult in a lose of correlative rights to thew
and would constitute economic waste.

If the Corumission feels that the houndarles
for R-111 should be oxtdnded to inqorporate the proposed
area ragquested, I would respoctfully submit that under no
circurstances should the existing permit for the No. 9 Well

be changed. The permit has beer granted. There has bean

‘reliance upon the application. The location has been built.

The rig has been contracted for, and I certainly don't necd
to state into this record for this Cormission, because you
can take administrative notice as to the éffect of a gelay
on that drilling activity, or the imposition of an addi-
tional casing progran. I think it would, in effect, te an
expos facto effect of R-1ll, if it were in fact extended.
And finally, with resgpect to nurber three,
I think that the record, likewisze, with respect to that ares,
is uncdntroverted, and that is that the Union State No. 1
Well was drilled to a depth below 4000 feet; was plugged

and abandoned back in 1961; and that no additional loss

of notash could nogsihly socur from the dwinning 2t that
location, unless the radius proposed to be left for a pil-
Jar around air erigiing wellbore was lncreased avhitracily

o morve than 100 feet.

Thank vou, @ir.




122

MR, HUTTER: Mr. Feczor?

MR, FEEZER:  The cconorics of oil vis-a-~
vis potash is getting worse all the tine., And we understand
it and the oil people understand it, and assuming first of

all, that you talk about the casing program and allow the

well in 27, our projected econonic loss 18 2-millicn (lus,
and the o0il company's is the 70,000 pluas for a differential
casing program to comply with potash bed casing regulations.
So when you talk about the equities of that alone, there's
a substantial difference.

The point made by Mr. Hensley in regard
to the o0ld Union State No. 1 has considerable merit. I
don't think that the safety factor is such that ho matter
what happens here today, Amax is going/fo leave & pillar
around there in view of the fact that it's not cemented to
the bottom; it's an old hole; the risk of endangering $120-
million investment in the mine, plus millions of dollars
of votential further production over the next 19 to 20
years, lg such that they wouldn't take the risk of turning

it into a gassy operation.

fo. T aan't aroua atrenuonelyv +hat at

least as to that o0ld Unton State Ho. 1, that we won't Leave

v en fn da o vl S orven A d Am S
it Do AT Wilde YOU GRCLOE 5

R-111-A, as wa've asked for, we still feel that ve musat -

and T feal, I don't make technical docisiens, but T feel




that that's probably the safcest process, which they will
pursue.

We are coacerned, extremely concerned,
with Unit Ho. 9 in 27, We've bheen pursuinc a good faith
process of expioratory drilling; coning up here when we
had 80 or 100 acres of new core drilling, and advanced our
known geological area of recoverable ore, and we made our
application in a timely fashion: we've been coming here on
a regular basis; the witness knew of the previous case
numbers; knew that we were going ahead with the program;
had access to the record of that fact; and they sat back
assuming we weren't moving, too. We've pade our move and
we made it on—the 8th. They made theixs on the 9th, and
without being critical of anybody, the communication be-
tween the Artesia office and the Santa Fe office as to what
was happening, brought about a proislem that is now here in
front of us. |

the application on the 8th by Amax was
probably wnknown in thc Artesia office. o, in the regular
course of business, you subgequently authorized and entered
into the vormit with Petco to go ahead and drill. Then it
bocvame anpavent to both of us tnat there was & conflict,

andé Lo osets unr the problem of, o o, now cuickly do owa o

ES

[}

4
a decision, because a large nwr oo o7 coliars aro Avees

T4 oy degm i P . ' . . )
GrAveLY 4% 8 fake, aad in thai oo i ileogeling to

¢
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offer, if I mnay, a letter atyled lxhibit Nurber Four, addressed

to the 0Ll Conservation Corvidssion, and Y dellver, hand-ie~
livor, a copy to the birector's office, Mr. Ramey. I think
it should be made a vart of this record for what probitive
value it may hawve, incdicating that under Section 70-2-23 “
we are concerned about the economic threat, and we have to
pursue this process, as I read the statute.

S0 I would move to offer this at this

‘time as part of the record.

I would hope that whichever way you deem
is the appropriate way to go, that you can, in the words
of a former judge in the Fifth District, give us justice
or if you don't, make it damned sure swift. We need a quick
angwer., I think both of us do under these c¢cirxcumstances.

MR. LiwyTER: oOkay. gentlemen. I'm oning
to -~ thank you, Mr, Feezer.

MR, FEEZER: Yesz, sir.

MR. NUTTEL: I'm going to read a portien
of the statvte here, concerning hearings before the Examiner.
Among other things it says, "In the absence of any limiting
ordsy, an DRaminst appointed Lo h€ar auwy parilcular vas:
shall have the power to regulate all proceedings bpefore him
and to perform all acts and take all measuras nacesgary or

proper for the efficiont and orderly conduct of such hearingo,

including the sweavxing of wvitnesses, receiving of testimony,




and exhibits offered in evidence, subject to such exhibits

that may "o imposed, and shall cause a complote record of

the proceedings to Le made and transcribed, and shall cartify
the same to the Commission"-~ that has been changed to Divi-
sion, now -- *for consideration together therewitn® --
"together with the report of the Examiner ané his recormenda-
tions in connection therewith.

The Commission shall base its decision
rendered in any matter or proceeding heard by an Exaniner
upon the transcript of testimony and recofd made by or under
the supervision of the Examiner in connection with such pro-
ceeding, and such decision shall have the same force and effect -
as if said hearing had been conducted before the membera of
said Commission.”

in the interest of expediting it, I wonder
if the parties to this hearing would waive the requirement
that I wait untll I've got a cumplete record, a transcript
of the hearing, before making a recommendation to the Diwvi-
sion for disposition of the case, because X think Sally's
going to -~ this has been a lengthy hearing, and she's not
going to be able to get a transcript to us for a few days
at the bast.

MR, COFFIBELD: VYes, sir, I would.

MR, PELZER: Yes, sir, we will,

MR, NUTTER: You would waive the regulre-
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ment that T wait for a transcript?

MR.

MR.

FLLEER: Yes, sir.

NUTTER: Thank you, gentlemen. I think

with that, if there is nothing further in Case Number 6733,

we will take the case

MR,
Pour, sir?

MR,
admitted.

MR,

MR,
until 2:15.

under advisenent.

FEEZER: And will you receive Exhibit
NUTTER: And Bxhibit Four will be

FEEZER: Thank you.

NUTTER: And we'll recess the hearing

(Hearing concluded.)

&




REPORTER'SE CHRTIFICATE

I, SALLY ¥. BOYD, a Certified Shorthand Reporter,
DO HEREBY CERTIFY that the foregoing and attached Transcript
of Hearing before the 0il Conservation Division wés reported
by me; that the maid hearing transcript is a full, true,
and correct record of the hearing, prepared by me to the
best of my ability from my notes taken at the time of the

hearing.,

£} Dt

tae Exaniiner hearing ogfluse o azZs3
by iie on

__» Examinar

Oil Censervalton Jivitibn




Page 1
N 1 STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
2 OIL CONSERVATION DIVISION
STATE LAND OFFICE BLDG.
3 SANTA FE, NEW MEXICO
- 12 December 1979
4
EXAMINER HEARING
5
) . )
IN THE MATTER OF: )
7 )

Application of Amax Chemical Corporation ) CASE
8 for the amendment of Order R-111-A, Eddy ) 6753
County, New Mexico.

g 8 )
8 8 0000 | e e —————
'E 8 10
35; BEFCRE: Daniel S. Nutter
2 "
322
it
%?gﬁ 12
~ 32 ,
§-‘i R TRANSCRIPT OF HEARING
1
H 14
APPEARANCES
16 ~
: ‘ 16
For the 0il Conservation Ernest L. Padilla, Esq. ;
17 Division: Legal Counsel for the Division %
’ State land Office Bldg. ;
18 Santa Fe, New Mexico 87501 {
19 2
i
20 For the Applicant: Charles A. Feezer, Esg.. ?
DOW & FEEZER }
2 305 McKay Street i
Carlisbad, New Mexico 88220 3
22
23 For Petroleum Corp. of Harold Hensley, Esqg.
Delaware: HDMKLE LAW FIRM
24 Roswell, New Mexico
25




)

G/ reporting service

Mexico 87501

Reporting Service

10

1

12

13

14

15

16

17

i8

19

21

22

23

24

26

Page 2

APPEARBAMNCES

For Petroleum Corp. of
Delaware:

Conrad Coffield, I&sq.
HINKLE LAW FIRM

P. 0. Box 3580
Midlan3, Texas 79701

INDEX

BOB KIRBY
Direct Exawination by Mr. Feezer
Cross Examination by Mr. Hensley

Redirect Examination by Mr. Feezer

BOB D. BROWHN
Direct Examination by Mr. Feezer

Cross Examination by Mr Hensley

" EVERETT C. JOURDAN

Direcl Examinalion Dy o, Feezer

Cross Examination by Mr. Hensley

STATEMENMT OF MR. JOHN BURLESOH

17

33

34

39

44

49

P——



)

AualiENA repoiting service
Geneval

Mexico 87501

Reporting Service
Sauta Fi

10

13

12

13

14

15

16

17

18

19

21

22

23

24

26

Page

INDDLD X

HAL DEAN
Direct Examination by Mr. Coffield
Cross Examination by Mr. Feezer
Redirect Examination by Mr. Coffield
Cross Examination by Mr  Nutter

Recross Examination by Mr. Feezer

LARRY SHANNON
Direct Examination by Mr. Coffield
Cross Examination by Mr. Feezer
Cross Examination by Mr. Nutter

Redirect Examination by Mr. Coffield

STATEMENT COF MR. HENSLEY

STATEMENT OF MR. PEEZER

85

97

108

118




Page 4

2 EXHIBIT™TS
3
4 Amax Exhibit One, Map 7
5 Amax Exhibit Two, Document ' 12
8 | Amax Exhibit Three, Document 58
7# Amax Exhibit Four, Letter 124
8
'9': 9
g & L
-§ % 10 Petroleum Eghlblt One, Map 59
ugl 11§ Petroleum Exhibit Two, Structure Map 63
€§ 12|l Petroleum Exhibit Three, Structure Map 65
— 8
§~ 13 Petroleum Exhibit Four, Cross Section 66
l ‘ié{é Petroleum Exhibit Five, Cross Section 67
; | 18 Petroleum Exhibit €ix, Tabulation 91
. ﬁ 16 Petroleum Exhibit Seven, Tabulation 91
17
18
19
20
21
22
23
24
25




Fe, New Mexico 87501

t Reporting Service

)
reporting service

10

1n

12

13

14

15

16

1?7

18

19

20

21

22

23

24

25

Page 5

MR, NUTTER: We'll call next Case Number
6753.

MR. PADILLA: Application of Amax Chemical
Corporation for amendment of Order No. R-111-A, Eddy County,
New Mexico.

MR. NUTTER: We'll call for appearances in
Case Number 6753.

MR. FEEZER: My name is Charles A. Feezer,
of the firm of Dow and Feezer in Carlsbad, New Mexico, and
I'm appearing on behalf of Amax Chemical Corporation.

MR. COFFIELD: Conrad Cecffield and Harold
Hensley, of the Hinkle Law Firm, appearing on behalf of the
Petroleum Corporation.

e will have two witnesses.

MR. NUTTER: Other appearances? Would you

proceed, Mr. Feezer?
| MR, FEEZER: VYes. I have four witnesses,
Mr. Examiner, Mr. Bob Kirby, Mr. Bob Brown, Mr. Everett
Jourdan, and while not a witness, Mr. John Burleson of the
USGS will be making a statement.
Would those three that I first named step
forward and raise your right hands and be sworn, please?
MR. NUTTER: Mr. Coffield, would you have
your witnesses also stand and be sworn?

MR. COFFIELD: Mr. Hal Dean and Mr. Larry

L]
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Shannon.

witness.

(Witnesses sworn.)

MR. FEEZER: Mr. Bob Kirby is my first

BOBR KIRBY

being called as a witness and having been duly sworn upon his }

ocath, testified

BY MR, FEEZER:
0.
and occupation?

A

o)

=3

0}

as follows, to-wit:

DIRECT EXAMINATION

Would you please state your name, address,

Robert Kirby, 1504 Jeffersoi, Carlsbad..
And --

I'm a Mine Superintendent.

Are you also a mining engineer by training?
Yes, I am ,

Have you previously testified before -the

0il Conservation Commission in other matters relating to

the extension of R-111-A and oil and gas in the potash in-

terests?

Yes, I have.
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-t

MR, FEEZER: Mr. Examiner, db yoﬁ"céféwfdw
go further into his qualifications?

MR. NUTTER: ©No, sir , Mr. ,Kirby is quali-

4 . . . . .
l fied . We're acquainted with him from previous cases.

6 Q Mr .Kirby, in your capacity as Mine Super-
8| intendent and as a mining engineer, has there been prepared
7

what has been marked here in this case Exhibit Nunber One

8‘ under your direction and supervision, which discloses the

g 9 area of interest which is set forth in the application of
8 L]
'g % 0 120 acres in Sections 26 and 27 of 19 South, 29 East?
L]
b
3 n A Yes..
[}
i \ .
- g 0 And would you briefly take a copy which
o«
t
13 you have before you while I hand this to the Examiner so
§ 14 that he may follow it, and referring to Exhibit One, would
15 you outline first in reference to the scale at the top left-

16‘, hand corner, what the heavy dashed blue line in Sections 26

71l and 27 indicates?

18 A The’heavy dashed blue line indicates the

19 area applied for as extension to the R-111-A,

2 0 And in connection with thelland sought to

21 be included, has drilling been done of a core test nat&re "
2 to detexmine whether or not commercially recoverable deposits
s of potash ore exist in this area?

24 A Yes, they nave .

3 0. Referring first to the north half of the
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nerthwest guarter of Section 26, would you tell the BExaminer
what information you have touching upon this tract?

A We have drilled Hole No. 146-A, Our core
results show a 48-inch thickness of 12.4 percent KZO'

0 Is this 146-A actually within the north
half of the northwest or slightly below the --

A It's slightly below. It's in the south
half of the northwest quarter .

0. And what distance is there, if you can tell §

me, from there to the north half of the northwest quarter?

A. Approximately 200 feet/.

0. Now, referring to’the exhibit, Hole No. 142?
above, in Section 23, does that indicate a commercially re-
coverable quantity of potash ore 48 inches thick?

A, Ves, it does.

0 Has this whole area where core tests have
been run in the past, does it represent,at least in the
shaded area, en exploration program and development program
that Amax is undertaking at this time?

A Yes, it does.

0. Is it your opinion that based upon Hole
No. 146-A and Hole No. 142 above in tne adjoining Section 23,
that commercially recoverable quantities of potash exist
within the area sought to be included within R-111-A?

A Yes, they dq .
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0. Is there anything further that you can tell
2 the Examiner about your -- the informatior you have regarding
3 this proposed tract of 1and in Section 267?
4 A No, there's no -~ that's all the informa-
5 tion we have.
6 0 Yesterday did you discover, or within the

last 48 hours, the possible existence of a previous plugged

8 and abandoned well that was not known to you much before 48

g 9 hours ago, in Section 26, in this area?
[ ]

g 8 10 . .

'E 2 A Yes, that Union State No. 1.

g i

ao-ii " 0. What can you tell the Examiner about that

iii“ 12 Uni

— nion State No. 1 Well?

g
13 A It's plugged and abandoned. I think the
4 date of abandonment was 1962, The location that is plotted
15 on here is from the records.
16 Q. And the TD, if you know?
7 MR. FEEZER: Does that show on your map,
18 Mr. Examiner?
19 MR .NUTTER: No, it doesn't.
20 A. 4622 feet.
2 MR. FEEZER: We have penciled in on the
2 exhibit I have before me. Perhaps we had better substitute
23 this one for the one you're looking at, and would you mark it
24 Exhibit One for me, Mr. Nutter, please?
26 0. Assuming there is a plugged and abandoned
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well there, do you know anything about what sort of a plugging
program occurred? Dc you have any information at all about
it?

A I have no information on thg plugging of
this well.

0 In spite of the fact that there may be a
plugged and abandoned well within the area under discussion,
what would be the process utilized by Amax to reco§er com-~
mercially valuable ore with that well in that place at this
time?

A As our mining progressed nearer that well,
we would leave a 100-foot radius pillar, solid pillar, around E
the well, and not second mine for a radius of approximately
750 feet from that well.

Q. ‘ For the record, why would the company not
second mine in the area around the well?

A The second miring operation causes subsi-
dence of the overlying ground to the surface and this subsi-
dence would disturb the well section.

0. Would it present a potential hazard to the
entire mine operation if there should be any sour residual W
gas that would escape into the mine per se?

A A disturbance would open up poésibilities
of this gas getting into our mine workings,

0 Is there anything further about the north

L
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half of the northwest of Section 26 that you can advise

the
Commission about at this time?
A No, sir.
Q Referring now to the north half of the

northeast of Section 27, will you tell the Examiner about ycuri
test Hole No. 156, as shown on Exhibit One?

A Hole No. 156 interceoted a third ore zone
assaying 21.1 percent sylvite, or K,0 as sylvite, of 48-inch
thickness.

"0 Is that thickness and grade of potash ore
commercially recoverable at this time?

A Yes, it is.

0. Can yocu tell us a little more about how
good this core test appears to be in reference to some of the
other core tests on the map above it in Section 22, for
example?

| A ' Well, in Section 22 we are -- .our core tests

show anywhere from 11 to 15 percent K_O.

2 This well down here

in Section 27 assayed 21.1 percent K50, so it's extremely

good well, today's economics.

) Have vou done a calcunlation of the sconomics!

with this value of K_C at this thick-

of what would occur if, 5

ness, would do if a well were drilled within the north half
of the northeast quarter of Section 272

a. Yes, 1 have.
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0 I hand you what has been marked Exhibit Two.
What does Exhibit Number Two in this case reflect?

A, Calculation as reflects the tonnage of pro-
duct which would be lost, first, in the 200-foot radius pil-
lar. I assume that we would leave a 200~foot radius pillar
in this area in Section 27 because of the possibility of a
deep gas weli with high pressure.

Q let's run down Exhibit Number Two at this

time so there's a full understanding of the material on the

exhibit.
First of all, is it prepared in your own
handwriting?
A. Yes, it is.
Q. Would you start at the top of the page and

briefly give the analysis of how you reached your conclusions, |

translated to dollars on the righthand colvmn?

A The area of a solid 200-foot radius pillar
is 125,600 square feet times the 4-~foot thickness, which is
our mining thickness,; results in a cubic foot loss of 502,400
square feet -- cubic feet, multiplied times our tonnage factor
which is .064 tons per cubic feet, gives us 32,153 tons in
place, which would be lost in the solid pillar.

Our mining extraction 90 percent, which we
would then lose 28,938 tons, mineable tons, times our ore

grade of 21.1 percent, wvhich is in the Hole lNo., 156 --

o e

BT L P LA

T e
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! Q. Let me stop you and ask you if in using the
2l21.1 percent, is it a reasonable assumption on your part as
31a mining engineer that that is the proper factor to utilize
4

in view of a proposed Parkway West Unit No. 9 within a short

5l distance from Hole No. 1562

6 A I think so; it's reasonable.
7 0 Carry on with your testimony, please.
8 A This would result in 6106 tons of K,O mine-

8§ able, which we would lose. Our mill recovery is 85 percent,

‘Ol‘and that would leave us 5190 tons of K,0, our product grade

Mexico 87501

Mlis 61 percent K,0, so that results in a net loss of product

reporting service
Court Reporting Service

o 12 in the solid pillar of 8508 tons.
. 13 Now I went down to the area of second mining‘

; 14pwhich we would not do, 750-foot radius around that --

t -

% 15 Q et me stop and ask_&ou -- yes, tell us
16 ahout the 750-foot radius.
7 A We would not second mine within an area of
8l 750 —- described by an area within the 750-foot radius. This
¥l is due to the subsidence picture we described before.,
20 0 All right.
z A This area in total wounld be 1,76¢,280 sguarce
2 feet times a 4-foot thickness, would result in a cubic footage ‘
2 of 7,065,000. I deducted then the 502,400 square feet, orx !
24

cubic feet from the solid pillar, which I'd accounted for a-

bove, leaving us a cubic foot factor of 6,562,600, Converting
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this to tons in place, we result -- we have 420,000 --
0. And 6 tons in place?
A I believe that's zero-zero-six tons in
place.

Now, in our second mining we extract 30 per-:
cent of the total area, and this leaves us 126,002 tons mine- i
able, and in this case, I dropped back off the 21 percent ore
grade and assumed an average of 15 percent, and leaving us

18,900 tons of mineable K,0, which would be lost in this area.§

tons of recoverable K,0 1lost times -~ or divided by our 61
percent product grade, this gives us 26,336 tons of product
lost in the second mining area.

Added together with the solid pillar, we
have lost, then, a total of 34,844 tons of product.

QO That is, if a well is drilled there and you
have to take the precautions you've discussed to support that
and avoid subsidence?

A Yes.

0. All right. You multiply that times a factor

P N B BT | - o= B -2 F O e e Ko

LN POU l:) L Lttt , A D LitcA L Lilc pILCOCi L

for potash from the Carlsbad Basin?
A Yes, it is.

C And youvur final figure in estimated lost pro-

duct value 2
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. $2,090,669 sales value. ' “‘
0. In view of your extensions of figures on

Exhibit Number Two, and in view of the fact that the Petro-

leum Corporatioun of Delaware has been granted and application

and/or permit, or both, I believe now, to drill a well within
a short, relatively short distance frcm Hole No. 156, do you
believe these figures on Exhibit Number Two fairly represent
what would be lost in the way of dollars to the company if
the well was permitted to go ahead? |

A Yes, I really do.

0. Do you know what the status of that well is!
at this time?

A My information is that the location was
prepared. The preparation was completed on Monday of this
week.

Q And have you been monitoring it on an every}
day or two basis?

A, This week we have, yes.

0. and did you discover yesterday that a pad
or other preparatory groundwork had been done for this well?

A, Yes, we did.

0. Is it vour opinion that with these two holed
within Sections 26 and 27, that the north half of the north-
east of 27 and the north half of the northwest, contain

commercially reccverable potash ore?
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A Yes, it is,

0. And do you feel they should be included
within R-111-A to promote the conservation of natural resource
and the orderly development of those resources in this area?

A Yes. I do.

Q There was another test hole on the west edge §
of the proposed included area, No. 169. Will you tell the
Examiner about that?

A, That was essentially a barren hole. The
reason we have included that particular 40-acre tract is be-
cause of the strength of the Hole 156 and that ore running

over into that quarter -- that 40-acre tract, the northeast

‘of the northwest of Section 27.

Q. and is it a reasonable mining engineering
assumption that the quality of the ore shown in Hole No, 156
would extend into at least the east half of the 40 in the west?
half of 272

A Yes.

MR. FEEZER: We would move the admission of
Exhibits One and Two into the record.

MR, NUTTER: Applicant's Exhibits One and
Two will be admitted in evidence.

Are there any questions of the witness?

MR. HENSLEY: Yes, Your Honor.

TER: Mr., Hensley.
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CROSS EXAMINATION
BY MR. HENSLEY:
0. Mr. Kirby, as I understand it; you're a
mining engineer, is that correct?

A Yes, sir.

141 Ané it's your opinion from my interpretatiory A
of your direct testimony, that commercialldeposits of potash
exist in all of the area which Amax proéoses to be included
in the extension of R-111-A,

A A commercial deposit of potash exists in

each of the 40-acre tracts we have asked for,

Q. Would you say that the deposits are marginag
at best?

A No, I would not.

0 Is mineable ore normally determined and

discussed .n terms of foot percent?

A Yes, we have to relate it to thickness.

0 And would it be accurate, Mr. Kirby, to say

that if you had 4 feet of 12 percent ore that you would have

48~-foot percent?
A Yes.
0. And, for example, some of these holes that

you've got, these core holes, indicate less than 50-foot perx-
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cent, do they not?

A, Yes.

0. For example, No, --

A Yes,

0 You testified on direct examination that

Hole No. 142 in the southwest corner of Section 23 was a com—

mercial hole.

A Yes,
- Q And that's less than 50-foot percent, is
it not?
A Yes, it is,.
o Is 50-foot percent considered an economic
cutoff?
A No, it isn't.
o It's not?
A No.
0. Does anyone in the industry, other than

Amax, consider that commercial?

A, I can't speak for the others in the indust

0. Now, directing your attention, Mr. Kirby,
to the test hole which is in the northwest guarter of Section
26, north half northwest gquarter, labeled 146-2, this hole,

as I understand it, had 4 feet of 12.4 percent Kzo, is that

correct?
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A Yes, it is,

0. What percentage of this Kzo in this area
is sylvite?

A These figures on here are sylvite KZO' We
have deducted any carnallite K20 from it. These are sylvite
K50,

0 These are not gross ore assays, then. You
have chemically assayed them and broken down the sylvite con-
tent.

A Yes, sir.

Q Is it correct that none of these ore grades
represented on this exhibit contain any carhaliite value?

A The ore -- the beds themselves did contain
carnallite. We have deducted the carnallite K50 from the
analysis to put on these maps. )

0 You deducted it from your analysis on Hole

146-A, and my guestion is, has it also been deducted, sir, on §

the rest of these holes in the area where you show a percentagg

A, I believe so. We put these maps together
over a period of years, and I believe they're all sylvite
K50,

0. what was the percent carnallite in 146-A,
in that core test?

A I don't know right offhand, sir. My recol-

lection is it was guite low.
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‘h Q. Now, as a matter of fact, and I believe you
2} made this clear on your direct examination, the core hole
3

designated 146-A is outside the boundary of the proposea ex-
e 4l tension.

5 A It is.
6 0. The only other core hole in the immediate
7l proximity is 147, which is immediately to the east of the

8 | proposed inclusion of the north half northwest quarter, and

g 8} that purports to be, on Exhibit A, a barren hole, is that
s _
% 5 1o| right? f i
§: .
» .o.gg 1 A. That's right, sir. .é
o~ gg} 12 Q ' So there has been no core drilling at all ‘
% § ‘3h in the area proposed to be included, which lies in the north ;
f E ] 4 half northwest éuarter of 27. i
18 A No, sir. ]
16 Q. And vet, as I understand your testimony,

17 you are testifying before this Examiner Hearing that in your
18" opinion, that all of the area contained in that proposed ex- %
"9} tension contains commercial. deposits of K,O0.

20 A From our mining experience in this particula
21 | ore zone, the consistency of the bed from the edge -~ from

the edge of Lhe ore outlined, throughout the interior 1is very
23 good, and we can project across a short distance like this

24 between two commercially recoverable vell tests, we can pro-

25 ject ore in there very confidently.
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o ! 0 Is this in the third ore zone?
2 A This is in the third ore zone. |
3 Q Which lies above the first ore zone? j j
4 | A Yes. Yes, sir. : g
5“ o And the first ore zone is the main ore body 'i
6 is it not? | ‘
7y A, It has been the main ore producer in this
80 area, sir.
g 9 ‘ | 0. Now you indicated that there is some type
‘g g 10 of continuity to this stratigraphic laydown of these depositsj
§ E n at least insofar as the percentage ore grade is concerned.
~~ gg} 12 Let me call your attention, Mr. Kirby, to the hole which you
% 13 testified about in Section 27; No. 156, showed a 21.1 percent;"
E 14 assay content. The hole immediately adjacent to it on the
% 15” west showed .3 of a percent. The hole immediately south {

18 showed 1.3 percent. The hole immediately north and east

, 3
17 showed 11.3 percent. Isn't it a fact, sir, that there is no
18 continuity at all in that bed in this area, on. these inarginal 3
191 1imits of this intercept extension? j
D 2 There is conﬁinuity within the ore body. j
2 You're talking about between the ore -—-the ore body and the i
22 edge -- and the outside of the ore body. There is no continu#ty
3 there. It goes -~ it's barren, yes, that's right. We've
24 been drilling guite consistently over the past year trying
% to find the edge of this ore body. We think we've got it

-~
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narrowed down right now.

Q Now, with respect to the proposed extension
in Section 26, if I may direct your attention to that area
again, please, you indicated on direct examination that you
had just discovered a day or so ago that there was a well
which had been drilled in that area back in 1961 or 1962, is

that correct?

A Yes.

0 The Union State No. 1, total depth cf 4622
feet.

A Yes.

0 And that would -- that would have gone

completely through the potash zones, would it not, at that
depth?

A Yes.

0. Do you know anything about the casing pro-

gram on that well or whether it was plugged or how it was

plugged?

A I don't. We don't have the records on that
well.

0. And you indicated that by virtue of the
fact that this -- this hole -- this Union State No. 1 Well

had intersected a geologic depth below the potash salt beds,

that it would be necessary for you to ieave a 100-foot pillar

" around the well, 1s that correct?
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i J A Yes, sir,
2’ 0. For safety purposes?
3 MR. FEEZER: A 109-foot radius, Counsel.
4 0. A 100-foot radius pillar around the well?
5“ A Yes, sir.
8 0. Now, do you know anything about the appli- |

7} cation of Petroleum Corporation to drill a well in the north

half northwest quarter of Section 26, Mr. Kirby?

3 9 A I do.

b

®

% 1OJ 0. You are aware, are you not, sir, that that

] J

$ :
: g; 11{ application has been filed with this Commission?
§ o E: 12 A Yes. :
; 13 Q And are you aware, sir, that the applicationf

14 proposed to twin the Union State No. 1?

SN reporting service

16 A Would you repeat that, please?

16 0. Yes, sir.

17 A I don't understand the gquestion. |
18 0. The proposed location for the No. 3 -- for |

19 the No. 3 Petco State Com Well in the north half northwest
20 || qguarter of Section 26, proposes to drill a test well in that
7 1 he same Jgeographical location as the Union state
22 | Well which is plugged, is that correct?

23 . Yes, sir.

24 0. And isn't it a fact, Mr. Kirby, that the

25 only reason that you as a mining engineer are concerned about
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! the loss of potash by virtue of having to leave this proposed
2 pillar there, is because of the angle of incidence which
3 mining engineers have testified about many times in this Com-
4' mission, for safety factors, 45 degree angle of incidence
8 ' around the hole?
8 A Yes. I'm also concerned about.drilling any |
7 new wells with the high pressure gas you're getting.
BFI Q But the fact of the matter is, is it not,
" g ® sir, that the drilling of the Petco State Com No. 3 Well at
.§°§ 10 that location will not cause the loss or interference with
an§§ 11P any additional potash, other than what has already been lost
£f | |
Eig 12 ,_ by virtue of the fact that this well was drilled and plugged
13 back in 19627
" A No, you‘re -- I can't agree with that. If
15" you drill this No. 3 Well, complete it, we would leave a 200- |

16 . . -

foot radius arcund that well, but there's another factor here
17 . . . . c s

We have an option which we would investigate as we are mining
1 .
8 in that area. We could apply to re-open that present plugged
t . .
° and abandoned well and cement it to the surface, depending on
20 c s .

conditions when we get in that area.
21 ‘ . )

0. You mean you would consider it safe for

22 .. .

mining purposes if you put a cement plug from the total depth
23

to the surface?
24 . . , .

A Vle have done this in the past in another

25 i

area, cemented, and then we would still leave the 100-foot
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radius pillar, but we would be able £o second mine it.

0. It wouldn't have any effect on the leaving
of the pillar, though?

A No, not the solid pillar, no.

0. Because the same risk with respect to the

" possibility of shearing would be present, notwithstanding the|

placement of cement in the hole?

A Well, there wouldn't be £he same case be-
cause if we cemented that hole solid from the bottom of the
well te the surface, we would be very confident of not having
any gas coming from the underlying formations.

0. Is that --

A Then your subsidence_wouldn't have that mucf
effect on the upper part of the well, you see; These old
wells, the casing, the abandonment program they have on those
is certainly not acceptable to the potash industry.

0 But as I understand it, you, speaking for

Amax, would have no difficulty at all with later coming in

and leaving only 100-foot pillar and doing your second mining
if this casing string was cemented all the wav through the
pctash section.

A Well, this is a -~ this is a -- we wouid
want the casing removed, if it was possible, below the salt
section, or below our mining level. The hole cemented com-

pletely, no casing. If there was casing in below our mining
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level, no, we would not second mine.

) Now why would you leave a 200-foot radius
pillar if this No. 3 Well is drilled as proposed in the appli-
cation now filed with this Commission, rather than 100-foot? g

A Because of the pressures encountered in

that deeper formation. We have evidence that the pressures

on these wells up in Section 23 -- we're very concerned with
that.

0. Has there ever been an instance where you'v
left more than 100-foot pillar?

A There's never been an instance where we've
had a high pressure gas well in the mining area.

Q Do you know anything about the geological
strata of the -- of the stratigraphic section which is pro- .
ductive of oil or gaé in this area?

A Not very much, no.

0 When did you become aware of the applicatio
for the Petco State Com No. 3 W=211, Mr. Kirby?

A My -- one of my engineers was doing some
surveying out in that area and found the location staked.
It's been several weeks ago, or a month,»maybe.

0. Is there any publication or engineering
manual which would prescribe a 200-foot radius in this in-

stance as opposed to a 100-foot, which is the standard pillar

size around casing?

i g
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2. No, I don't think so.
0. Now, directing your attention, if I may,

sir, to the area in the north half north half of Section 27,

which Amax proposes to include in this extension of the R-111l

area, you've already discussed your core Hole’156 as being
commercial.

A Yes, sir.

Q. The other three holes drilled in Section
27 are noncommercial, is that accurate?

A Right, yes, sir.

+ And based on this sub-surface control, Mr.
Kirby, I assume it is your belief as an engineer, sir, that
the potash deposit would extend throughout this entire area,
even though on the west we have a harren hole; on the south

we haée, for all practical purposes, a barren hole; and to

the southwest we have a completely barren hole, is that

correct?

A, Yes. We -- our judgment is, as is shown
on the map, the limits of our mining -- mineable ore.

e I assume you are‘aware, if I understood

vour direct testimony properly, that Petr§leum Corporation

has filed an application to drill what it designates as the

Parkway West Unit No. 9 Well in the area shown on the plat?
A Yes, sir.

0. Are you aware, sir, when that application

T D g TP T W T S G T T TV
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was filed with the Commission?

A Yes, sir.

0. When was it filed?

A November 9th.

0. And are you also aware, sir, that that ap-

plication has been avproved by this Commission?

A Y=s, sir.

0. And do you propose by this application to
extend the R-111 area to have the Commission withdraw its
approval, or perhaps some other action, to interfere with the

orderly development of this pool?

A I would hope so, yes, sir.
13 Is that the purpose of the application?
A, I believe our application was filed prior

to yours,’ sir.
0. Now, in testifying as to what economic loss
would be sustained, I suppose, by Amax, do you have potash

leases, sir, on this property?

A, Yes, sir.
0. On all the property --
A Section -- Amax has a lease on Section 27;

Section 26 is subleased from Potash Company of America.

Q. Subleased to Amax?
A To Amax, yes, sir.
0. And does your lease on Section 27 cover all
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cf the area proposed to be included in the extension in Sectio
27?2
A Yes, it does.

0. Now, you testified with respect to this

economic loss, as evidenc¢ed by Applicant's Exhibit Number Two,l

that by leaving a 750-foot radius on your second mining, that

you would sustain a loss in sales value based on today's price5

of $2,090,669, is that correct, sir?

A- Yes, sir.

0. Before I get into the details of these cal-
culations with you, I would like to ask you if there's any
reason why there's beeﬁ no cost allocation included in this
economic survey.

MR. NUTTER: What do you mean by a cost al- |
location, Mr. Hensley?

MR. HENSLEY: As I understand the exhibit,
Mr. Examiner, this is nothing but just his gross sales value
product. I would assume that --

A Yes, we would have mining -- we would have

production costs.
MR. HENSLEY: -- he would have nmining costs#

production costs, refining costs, none of which is shown on

the economic exhibit.

0. Is that correct, sir?

A. That's correct, yes, sir.

T W
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! 0 Have you also prepared an economic survey,
2 Mr. Kirby, to determine what the cost of recovering this ore
3 would be and what the cost of refining the ore would be?

4 A No, I haven't, e do this contirually in
& our daily operation, but I have not prepared one for this.

8{, We testified that this was economically recoverable ore.

7 , 0. Yes, sir, I understand that.
8 MR. NUTTER: In other words, Mr. Hensley,
g 9 I think I understand. This would be the gross value of the
S ,
'gﬁ% 10h potash when it -~ after it has been mined, lifted, refined,
5%2 " and put in a sack and sent out.
g: 12 A That's right.
g
’ 13 MR. NUTTER: And this does not reflect net
14| profit at all.
16 A It does not reflect net profit, no, sif.
16 MR. NUTTER: Okay, just gross profit.
7 A, Just gross --
18 MR. NUTTER: Gross value,
19 A, Just gross value.
2 MR. NUTTER: Okay.
2 0 When speaking in terms of economic loss,
2 with this particular grade ore in the third ore zone, you're
23 talking about just a very marginal operation, are you not,
24 sir? You're not talking about a $2,000,000 loss.
25 A It's a $2,000,000 loss in sales. It's not




@R reporting service

Mexico 87501

ours Reporting Service

10

1

12

13

14

15

16

17

18

19

21

22

23

24

25

_ Page 31

a $2,000,000 loss in net profit, no.
0. But you have not prepared any of the calcu-
lations on cost?

A. No, I haven't,

0. Now, have you any idea, sir, as to what the |
proposed economic loss would be if Petroleum Corporation were
not permitted to drill its development well, designated the
Parkway West Unit No. 97

A No, it would be very difficult for me to
do it, and I'm sure, others.

Q Have you made any attempt to determine what

the economic loss to Petroleum Corporation would be if they

were not permitted to drill a well for which they already have|
an approved application?
A No, sir.

0. Mr., Kirby, are you familiar with the proposef
plan of Amax to extend your drilling and mining operations in
the area under consideration, or is that ~--

MR, HENSLEY: If I may address this to you,
Mr. Feezer, do you have another witness who‘s going to dis-
cuss the plan of --

MR. FEEZER: You may take it up with this
witness, if you like. He knows.

0. Are you familiar, sir, with the proposed

plan of development?
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A Yes, sir.
0 Where 1is Amax mining at the present time?
A Our mining, our open mining, working faces

are in Section 23, in that cross-~hatched area.

0. What -~ what ore zone, sir?
A That's third ore zone.
0. And what has been the rate of progress, say, §

in the past six months?

A We have temporarily discontinued mining that
particular area probably in the past four months; however, our
plans are to be back in there prcbably in February.

0 Why Qas the operation abandoned, 'or tempo-
rarily abandoned, excuse me.

A Because of operational difficulties in other
parts of the mine. |

Q Did it have anything to do with the unecon-
omic recovery of ore?

A No, sir.

0. Now, do you propose to extend this area of
mining in a straight line?

A, Yes, sir.

0. And so if you lay a pencil or a straightedge
on that proposed mining face, as shown by your Exhibit One,
you would not intersect any of the area proposed to be in-

cluded in this extension of R-111, would you?
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A Not on that straight line, you wouldn't,
no, sir, Uie would intersect a producing gas well in Section
23. j
;
0. And you would leave a pillar there. g
A Leave a pillar, yes, sir. !

MR. HENSLEY: We pass the witness,

MR. NUTTER: Are there any further questionsj

of the witness?

REDIRECT EXAMINATION
BY MR. FEEZER:

0. Isn't it a fact that you don't stop your
mining after you go out in a straight line from the projectionj
you go out in all directions to recover the total ore body
to its extreme limits throughout the shaded area?

A ' Right.

MR. FEEZER: That's all.
MR, MUTTER: The witness may be excused.
MR. FEEZER: The next witness is Mr. Bob

Brown.

BOB BROWH
being called as a witness and having been duly sworn upon his

oath, tectified as follows, to-wit:
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2 DIRECT EXAMINATION

3 BY MR. FEEZER:

4 0. Would you please state your name, address,
& and occupation?

6 A Robert D. Brown, 610 West Riverside Drive,

? Carlsbad, New MexXico; Vice President - General Manager of

8 Amax Chemical Corporation.

-

g 8 0 How long have you been connected with Amax
[ ]
Q 10 Chemical Corporation, Mr, Brown?

§§

i' n A Over twenty-six years.

= § 12" 0 And are you, as General Manager, fully
-4
:

13 familiar with all of the aspects of the operation at this timg?

GERNERN reporting service

" A Yes, I am.

15“ . 0 Have you previously --

16 MR. NMUTTER: Mr. Brown is qualified.

17 0 You've previously testified here before the
18 Commission, all right.

19 In connection with the hearing today, have
20 you been present in the room and heard the examination and

2 cross examination of your Chief Mine Engineer, Mr, Kirby?

ff 22 3 Yes, I have.

4?‘ 23 0 FPirst of all, in connection with the Appli-|f|
;?« 24 cant's Exhibit Nuwber Two, in reference to the economic data,
:5 25 is there any information vou can give the Commission about
-

-h'
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that document?
A, ¥ell, nothing except there was an allegation
that this was marginal ore. 1It's very high gréde ore; very “

good ore, and it would be very economical ore that we're

talking about right here; not marginal ore at all.

0. I would like you to tell the Examiner what
the cutoff point is now insofar as Amax' operations are con-
cerned as to percentage of Kzo within a given footage.

A We're looking at 9 percent at 48 inches at
the present time as our economic cutoff.

0. Would there be an economic loss to your sub-
lessee, PCA, if you were unable to mine the commercially re-

coverable ore that you believe to exist in 26?

A Yes, sir, there would.

0 And you pay them a royalty, do you not?

A Yes.

0 In reference tc the current market conditio

for potash, and demand, can you tell the Commission what is
happening in the potash markets?

A The potash market is very strong. We are
almost to the floor in inventories. We have strong demand.
We're doing everything that we can to produce as much potash
as we can to supply our customers, We think the market is
going to be very strong for the foreseeable future and we are

looking at expansion possibilitieg to mine this ore faster to
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take care ol our customers at the present time. The price of

potash is high, at the highest it's ever been in its history,
and a new price list is out that's going to bring it even
higher in the coming year.
0. In an examination of Applicant's Exhibit
Humber One, the shaded area on the map, has it been -- has
it been and is it now the practice of your mining engineers
under your direction to locéted the core tests in a somewhat
random fashion to outline ore bodies?

A Very definitely.

Q. Are all of the core tests as shown on this
map at this time commercially recoverable hodies of ore?

A Very definitely.

0 Can you recall when you last testified be-

fore this Commission on extension of R-111-A?

A Mo, I really don't.

o Was it within this calendar year?

A I believe so-

0 Has the price of potash risen since your

last testimony within this year?

A I believe it has. I'm not sure, but I be-

lieve so.

0 Pid it rise from $50 a ton, from your last

testimony here, to its present price?

A That sounds reasonable, yes.
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o At your direction was the application in
6753 filed on November 8th before this Commission for this
extension?

A Yes, sir, it Qas.

0} And what has been your policy in reference
to seeking extensions as core tests were developed?

a. Well, as we -- as we have been able to find:
economic ore, we've been trying to protect that ore as best
we can, to try to avoid loss of -- there's only a small amountf
of potash reserves in southeastern New Mexico. We think it's §
in the best interest of the people of New Mexico and the
United States to conserve those potash reserveé, and we feel
within a reasonable period of time we will be out of there.
We will have mined and abandoned those, and then the o0il and
gas will still be there and can be recovered.

If you go £he other way, there's a certain
amount of potash that will never be recovered,

0. In view of the hazard explained hy your
mining engineer, what process are you following, and what is
your desire, in reference to safety factors for men under-
around in these operations?

A We have over 300 men working every day
underground in our mine and we're going to take every safety
precaution that we possibly can, and we certainly think 1it's

prudent to follow the safety precautions as outlined by Mr.
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Kirby, and we're going to do it.
We think it would be ridiculous to do other-
wise.

) Has Amax had any experience drilling in and
around high pressure gas wells up to now?

A “No, sir,

o | And is this a source of concern to the in-
dustry? Potash industry?

A It certainly is.

0. Do you know of any way to avoid it other
than to either not allow the drilling or to allow the very
large pillars which are now under discussion?

A No, sir, I do not.

Q. Is there anything further you can advise
the Commission about the application on file by Amax?

A No, sir, except to say that we have tried
in our last application to work with the oil and gas company,
and it's our desire, where possible, to allow locations where
when we can, even though it's within the R-111-A area, and we
have done it recently, where it will not interfere or will
not intersect commercial potash, where it will not be harmful
to the safety cf our employees. We have tried to work with
the various oil companies and we intend to continue to do so.

IR. FEEZER: We'd ask the Hearing Examiner

to take notice of Case Number 6495 and the stipulations on
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file reflectiny that, and in which an order is now pending.

MR. NUTTER: We'll take administrative
notice of that.

MR. FEEZER: Thank you, sir. Pass the wit-
ness.

MR. NUTTEﬁ: Are there questions of Mr.
Brown?

MR. HENSLEY: Yes, sir, Mr. Examiner.

CROSS EXAMINATION
BY MR. HENSLEY:

0. Mr. Brown, on Applicant's Exhibit Two, the
price used for the conomic sales projections is $60 per ton.
Is the price of potash at the present time less than that?

A No, it is not. The price of potash is
about that to Amax. It‘might not be to any other producerx
because we sell primarily premium products at Amax.

But at Amax right now the average price is

approximately $60. We evpect it to be higher very qguickly.

0 Do you know what the average price is to the

other producers --

A No, I don't.

0 You indicated that ycu expected that the
demand for potash would continue?

A Yes, sir.
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0. What is the interrelation of your production

with the Canadian production?

A None.

0 Does Amax operate in Canada, too?

A No. We did at one time but we do not now.

) So you have no mines at all_in that area?

A, No.

0 Is your only production from the Carlsbad
area? |

A That's correct.

0 Now, you indicated that the policy of Amax

was to work with the oil companies and to permit the drilling

of oil and gas wells where possible?

A Absolutely,
Q. Is that only in situations where Amax has
determined that there is not -- does not exist any commercial

deposit of ore?
A Absolutely.
e Well, in those situations it shouldn't have

been included in R-111 anyway, should it? Because it only

contemplates an area which is underlined with commercial de-
posits of ore.

A In determining R-111-A they didn't always
find every little spot that contained potash or didn't contaiw

potash.
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0. You are aware, in connection with your testi
mony, are you not, sir, of the full contents of R-111 as it

exists on the records of the Commission?

A I'm fairly familiar with it, yes.

0. And you indicated that in your opinion

notash ought to be recovered first, where there are both
potash and oil and gas reserves.

A That's my opinion, yes.

0. You are awaré, are you not, sir, that the
express provisions of R-111 provide that no mining operation
will be conducted which would reascnably interfere with the
orderly development of an oil énd gas pool?

A And you're aware that they also state that
there will be no o0il and gas operations that will bother the
orderly mining of potash, also.

Q Well, I'm asking you if you're aware of the |
provision which I made reference to?

A, I've read the whole thing, yes, sir,

0. I assume, Mr. Brown, as vice president, you

are intimately familiar with your company's proposed plan of
development in this area.
B, Yes, sir.

h

0. When do you propose to begin operations

again in Section 2372

A, In January or February; by February at the
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latest, but probably in January.
Q All right, sir, and what area do you pro-
pose to extend that work? .

A We will be extending the 13 West entry,
where the arrow is there, where the cutoff is. We'll be
extending that in a southwesterly direction.

0. Is it your belief that Amax will eventually

mine the potash in the area which is included in the proposed

X

extension?

g i ey

A. I sure -- certainly do; every bit of it.

0. How many years hence are we talking about

[ R

if that occurs?

A I really can't answer that. I will say

NPT TURNS WLy WU

‘think we will mine all of our ore reserves within the next
twenty years; about nineteen and half years,

Now, that depends on many'things, but that!'
our plans as best as we can formulate them at the present

time.

this, that we are looking at an expansion program where we n

0. You indicated that in vour experience with
this joint resource development situation between potash and
0il and gas, that Amax had not had occasion in the past, to
your knowledge, to mine in the area of a high pressure gas
well, is that right?

A Yes, sir.

i
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r. Have other potash companies in the area had
that experience, to your knowledge?
A I don't know, I really don't. “
0 Is’the pillar size which is recommended
around abandoned holes, ox producing holes., as a matter of

fact, 100 feet in the literature? The radius of a pillar? ﬂ

A It's a practice. 1 don't know whether ﬁhera
is any literature on it or not, but we want to be as -- we
want to be very careful about the safety of our employees --

0 I understand.

A -~ and we're certainly going to take at
least that amount and leave it, to insure safety of our em-
ployees.

0. And the same would be true, I presume, if
your operations extend, as you indicate you hope they will,

into the southwest guarter of Section 23, where there -—-

A That's correct.
0. ~-- is an existing well.
A That's correct.

MR. HENSLEY: We pass the witness.
MR. NUTTER: Are there any further guestion

of the witness? He may be excused.

Let's take a fifteen minute recess.

(Thereupon a recess was taken.)
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MR. NUTTER: The hearing will come to order.
Mr. Feezer, would you call ycur next withess, please?

MR, FEEZER: Mr. Everett Jourdan is in the
witness chair, Mr. Examiner. May I proceed?

MR. NUTTER: Yes, sir.

EVERETT C. JOURDAN
being called as a witness and having been duly sworn upon his

oath, testified as follows, to-wit:

DIRECT EXAMINATION

BY MR. FEEZER:

0. Please state your name, address, and occu-

pation?
A Everett C. Jourdan, 1106 Tracy Place,
Carlsbad, New Mexico. I am Staff Assistant for Mining and

Lands for Potash Company of America.

0 Are you a mining engineer?
A Yes.
0. How long have you been connected with PCA

as a mining engineer?
A Approximately 35 years.

0. Have you previously testified before this

Cormmission --
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A Yes.
0 ~- as an expert witness in that capacity?
A I have.

MR. FEEZER: Is the Commission satisfied
with the ---
MR. HUTTER: Yes, sir, Mr. Jourdan is qual-
ified.
0 Mr. Jourdan, you've been present during the
hearing so far this morning, have you not?
A I have.
Q Calling your attention to the applicant's

Exhibit Number One, in reference to the lower portion of 26

and 27, does PCA, your employer corporation, have an interest

in either of those sections?

A Section 26 we have a State lease, which is
now subleased to Amax.

0 And in view of the testimony.here today,
can you tell the Examiner about the commercially recoverable

quality of ore that is shown by this exhibit, in your o?inion.

A 48 inches at 12 percent, is that right?

0. Uh-huh.

A 267

0. 12.4.

A That is commercial ore.

0. In reference to that section and 142 Core

kA
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Hole above that in the southwest of 23, is the fact that there

is no core test in the north half of the northwest of Section

26 disturbing to you in any way as to whether or not there
is or is not commercially recoverable ore between those two
holes?

A No. I would say_there is probably -- there‘1
is ore. That's just probably a low grade hole within the ore
body itself.

0. The 140.1, you say?

A Yes. That would be the way I would inter-
pret it, since it's surrounded by good ore. You'@ probably

go, oh, 5 feet from there and you may find a different grade

of cre.

0. Has it been the practice of PCA and other
minés within the industry to drill core tests in a random
fashion, somewhat similar to that shown on Applicant's Exhibit
One?

| A Yes, it is.

0 Is there anything unusual about the core

patterns as shown on this exhibit?

A tot that I notice.

0. Are you familiar with the cutoff grades that

are applicable in the potash basin at this time?

A They vary with different companies, depending

on efficiency, mining costs, and types of mining, and of coursﬂ,
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your price of potash changes every day, every three or four
months,

0. And consequently, it is not exact for the
entire industry?

A No, I wouldn't say that.

0. Now, in reference to the existence or anti-
cipated existence of a well in Section 26, to achieve the
largest possible amount of recovery of a natural resource,
you have heard the testimony so far tﬁday in reference to wha
is done around a plugged and abandbned hole, hnave you not?

A Yes, I have.

0 Have you had experience and been familiar

with the process in the potash basin as to what's done in

these cases?

A We leave -- the normal procedure is to leavel
lOO-foot radius solid barrier, and then we expect in an activ i
well or one that's poorly plugged, a subsidence angle of 45
degrees. We do not second mine within that area.

0 How big a radius would you leave where you
would not second mine?

A That would be the devth of the -- a re-
flection of the depth of the potash bed from the surface.

0. We have heard testimony today that in this
instance it would be 750 feet. In youxr judgment as a mining‘

engineer, would that be consistent with what is known to be




VRN reporting service

Reporting Service .

exico 87501

10

11

12

13

14

15

16

17

18

19

21

22

23

24

26

_ reference to Hole No. 156 and the proposed Parkway West Unit

Page 48

the practice or anticipate practice around high pressure well
at this time?

A | That would be, if that's the depth of the
ore, which I don't have the information that that is the
depth from the surface, that would be proper.

o | In reference to the north nalf of the noérth

east of 27, what comment do you have for the Examiner with

as shown on Exhibit One?

A I would say that that drill hole there is
a very good drill hole, 21 percent.

Q And what recommendaticn would you make in
the event that a well was drilled, an oil or gas well, to
11,000 plus feet, as close as it is apparently shown on this
exhibit, to Core Test Hole 156?

A ‘ If that hole was drilled there, I would

be left arcund it.

Q What would you say in reference to second
mining?

A There would be ne sceend mining.

0 Would you have any controversy with the

figures that you heard testified to by Mr. Kirby on Exhibit
Number Two in reference to values of lost product if such an

event occurred? Do they seem reasonable to you?
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A They seem reasonable to me. The price of

potash varies from company to company, depending on the pro-

ducts they make, chemical standard; that's a reasonable price.

Q Insofar as a mining plan is concerned, are
you in PCA involved with théﬂmining plan for that company?

A Yes, I am.

0 You heard the testimony of Mr. Brown and Mrg

Kirby in reference to the projected plans to mine within the

shaded area on this exhibit. Would this be, in your judgment_ -

a reasonhable plan of development for a potash mine?
A Yes.
MR, FEEZER: Pass the witness,
MR. NUTTER: Are there any questions of MI.§

Jourdan?

MR.-  HENSLEY: Yes, Mr. Examiner.

CROSS EXAMINATION

BY MR. HENSLEY:

0. The only interest that PCA has, Mr. Jourda

is in the north half northwest quarter of Section 267

A That's right. We have a sublease. We're
interested only in the royalties.

Q. And you're aware, are you not, from this
plat, that there aren't any core holes at all in the proposeq

projected limits for R-111 in the north half north half --

_'A
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north half northwest?

A I am now.

Q. You weren't aware of that before?

A -No, I haven't studied this map.

Q And you were asked questions about whetherx

or not this ore was commercial, have you ever seen any of the
data which is represented on this map before?

A We -- I've seen some of it but not all of
it. The recent holes, we have not received the analysis from:
Amax yet.

0 - Have you -- have you seen the chemical ana- |
lysis of Hole 146-A?

A No, I don't believe so.

0. What percent carnallite is in these holes,

in this area?

A I'm not interested in carnallite, only
sylvite.

o I understand.

A We don't -- we don't --

0. What percent sylvite?

A, Whether we get a royalty out of is really

what we're interested in. If Amax is willing to pay it, why,

we will accept it.

In other words, I can't tell you what thein

cutoff is. I don't know.
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0. Well, as far as PCA is concerned, being
your employer, 48 inches at 12.4 percent is not economic, is

it?

A Let we gqualify that. If we had another --

we use mining machines. If we had oné:machine that was minin
say, 25 percent ore, then we would probably take that torget §
a blend while the price is high, so that isn't a -- when you
say a cutoff, that's not quite true, because if you blend it

with a higher grade ore, then you will mine it.

0. Well, let me restate the question, then, Mr;
Jourdan. .
You testified in these proceedings before
N
that -- that that would not be an economic limit, have you
not?

A That depends on what time; héﬁ far past.
I mean when the price of potash changes your economic limit
changes.

0 I see. Isn't it a fact that under no cir-

cumstances would this grade ore of that thickness be commer-

cial unless you were able to blend it with a higher grade ore

from some other source?
A As far as my company is concerned, probably
‘true. I can't answer for Amax.
MR. NUTTER: Wﬁat dgrade ore are you_talking

about, Mr. Hensley?




)

SN reporting service

Reporting Service

exico 87501

Santa F

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

52

Page
MR. HENSLEY: I'm talking about 12.4 percen
A, 12.4 percent,.
MR. NUTTER: At 48 inches?
MR, HENSLEY: At 48 inches.
0. Now, do you know anvthing about the sub-

surface geological characteristics of the oil and gas horizon‘
in the Strawn-Morrow?

A Absolutely very little; only what I read
in the paper. |

0. Would you have to make a d2tailed study of
the decline

those characteristics, the life of those wells,

curve analysis, and other such projections, before as a mining
engineer you could ever make a projection as to the radius

of a pillar to be left around an abandoned casing?

A I'd have to think about that question. I
wouldn't try to do it, first of all. 1I'd probably go to
petroleum engineers for consultation and read past ~- other
literature. This is merely practice in the basin and it
works so far.

0. You've made no sutdy at all of this area,
have vou, as far as hydrocarbons are concerned?

I haven't, Absolutely not. No, I'm

A, No,
not familiar with this area because it's three miles from our

mine.

And your estimate of 200 to 250 feet which

12
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you gave on direct is just a guess, is it not?

A That's probably what we would do, figuring
we had enough information on the gas and the pressures and
everything. It's a generality. e may want to make a study,
but I doubt it.

Q. Now you indicated that on this plugged and
abandoned hole, which is the Union State No. 1, if you'll
look at the plat, Exhibit Numbexr One, in the north half
northwest of Section 26, Mr. Jourdan, that your company, if
it was mining this, would leave 100-foot radius for first
mining; a piliar 100-foot radius.

R If it was an o0il -- if it was a deep gas
test, we would probably leave a bigger one.

& Did you testify earlier that you would lea
100jfoot?

I mean I just took ii

I
as an oil well. I agree with the -- with a deep gas test and |j

A I may have said that.
with high pressure we would leave a larger barrier. I correc
my previous testimony if I said 100-foot automatically.

0. And your 45 degree angle of incidence, whic
has been used throughout thesé potash proceedings for years
before the Commission, has only application insofar as second
mining is concerned.

A That's right.

0 Would a prudent potash operator even consi-
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der second mining of this type grade?

A It depends on what his costs were.

0. You don't know what their costs are, do
you?

A I don't know what Amax's costs are, no.
They wouldn't tell me.

Q They wouldn't tell you?

A. Huh-uh,

MR. HENSLEY: We pass the witness.

MR, NUTTER: Are there any further question~{
of Mr., Jourdan?

MR. FEEZER: No, Mr. Examiner.

MR. NUTTER: He may be excused.

Mr. Kirby, I would like to ask you a ques-
tion, please. Mr. Jourdan referred to the angle of incidence;
there being 45 degrees, and also, ycu had referred to a 700
or 750ffcot radius on secondary mining.

What is the depth of the L.ulrd ore zone at
this -- in this area?

MR. KIRBY: I believe, I don't have that
info, I believe it's right at 750 feet, and I used that in
my answer.

MR. NUTTER: Okay, chank you. 1I'd assumed
that 1t was but I wanted it in the record.

Mr. Feezer, did you have another witness?
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MR. FEEZER: Mr. Burleson, Mr. Examiner, is

with the USGS and would not be sworn as a witness, but I

~understand that he has some commentary that he may wish to

make in view of what testimony has come in today.
" MR, NUTTER: Will you state your full name,
please, Mr. Burleson?

MR. BURLESON: John B. Burleson. I'm the
Mining Supervisor for the U. S. Geological Survey in New
Mexico, and I would appreciate the opportunity to make a
statenment.

MR, NUTTER: Pleasc do.

MR. BURLESON: The Geological Survey does
not feel that 0il and gas production and potash mining is
compatible, and we are very concerned when there is gas or
0" wells this near to a producing mine.

Granted, this is State land. We have no
say oveyr what has -- wnhat takes place on it, but what takes
place on one part of the mine affects the other parts of the
mine in that they are connected.

The presence cf gas in any of the potash
mines could cause enormous repercussions, not only to the
safety but to the economics if they had to replace the presen
equipment with permissible equipment, such as is used in the
Trona Mines in Wyoming, or the coal mines.

MR NUTTER: ©Now, you're talking about

ﬁ

i S

b N
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equipment that would be safe in a gas atmosnhere.
2 MR. BURLESON: That is true, sir.

And as for leaving ore in place of pillars,
which has to be done where there are 0il or gas wells, we
51 must remember that that is ore that will be lost forever.
That will affect our balance of payments in that each ton‘

lost will have to be replaced by Canadian potash, and I'm surey

81 they would be very willing to get the business if we cannot

g 9 satisfy it, the potash producers' customers.
3
'g % 10 For the pillar to protect, whether it be a
g4 | | -
% shaft or an oil and gas well, it was ;eferred to that maybe
—_ gg 21 there was publication on just what was the right size of
| x ,
‘ 13" pillar. Unfortunately, there is none.
14 Since the first shafts were sunk, we have, i
15 the U. S. Geological Survey, on Federal lands has insisted
16 upon this 45 degrees of no second mining. It has varied as
17

to the solid pillar left around a shaft, depending upon geo-
18 logic conditions present, but a pillar must be left. There's
19 no denying that. The integrity of the shaft or the oil and

20 gas well string has to be vrotected. It varies with each com

21 pany because there is no way to calculate to the exact foot
2 what would be necessary to be left.

23 Each company determines what size of pillar
2% will be left to protect their employees and their investment.
25 Tc my knowledge, there's no way to say whether you are underv
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in the size of your pillar or you are over. I certainly
agree that a minimum size of pillar around a gas well should
be 200-foot radius. There again, if the potash contained
clay seams through which a leak in the gas string could trans;
mit, it might be wise to leave a larger size pillar. That
will vary from conditicn to condition.

I'm very much in favor of this Commission's §
procedure and the Rflll-A, and I respectuflly request that
considerate consideration be given to the inclusion of these
lands applied for to be encompassed-in the R-111-A boundary.

Thank you.

MR, NUTTER: Thank you.

Does that conclude yocur direct testimony?

MR. FEEZER: Yes, sir. I would like this
record to include cogies of the applications of the Petroleumf
Corporation in reference to the Pgrkway West Unit Well No. 9
and Petco's -- I think it’s Parkway Strawn Well.No. 3, the
two wells under discussion in Section -—- or proposed wells,
in Sections 26 and 27, and I'd like to offer this in exhibit,
part of the record.

MR. NUTTER: Okay. Is that all one exhibi

there?

MR. FEEZER: Yes, three pages, Mr. Examiney

I haven't marked it yet, but T will.

MR. NUTTER: That will be your Exhibit
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Number Three, I assume.

MR, FEEZ2ER: Yes, sir. And that concludes

our live testimony.

MR. WUTTER: Mr. Hensley, would you call
your witness, please?

MR, HENSLEY: Mr. Coffield will call our

witnesses{ Mr. Examiner.

MR. NUTTER; Mr. Coffield.

MR. COFFIELD: ‘?es, sir. Mr. Hal Dean will
be our first witness.

MR. NUTTER: Amax Exhibit Number Three willkfi

be admitted in evidence.

HAL DEAN
being called as a witness and having been duly swern upon

his oath, testified as follows, to-wit:

DIRECT EXAMINATION

BY MR. COFFIELD:

0. Mr. Dean, would you please state youl name

for the reccrd?

A My name is Hal Dean.
0. And where do you live?
A, I live in Midland, Texas.

0 And your occupation is what?
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A I'm a geologist for the Petroleum Corporatioz
of Delaware.
Q Have you previously testified before this
Oil Conservation Division?
A Yes, sir, I have.
0 Are you familjar with the geology of the

area affected by the application of Amax?

A Yes. I've made a study of this area for
over ten years.

o And are you familiar with Petroleum Corpor-
ation's drilling and development program and activities in
this area?

A Yes. I am in charge of the exploration andA
develcpmgnt activities.

MR, COFFIELD: Mr. Examiner,{do you have
any.other gquestions of Mr. Dean?
| MR. NUTTER: Mr. Dean is qualified.

0. Mr. Dean, please refer to what we've marked
as Exhibit One and explain to the Examiner what this reflects
and what it shows.

A, Okay. Exhibit One is a land map cshowing
the acreage which is under lease or held by production by the
The Petroleum Corporation in this specific Parkway area.

To the north we have the Turkey Track area; to the south we

have the Burton Flats area; to the west we have the Winchestey




area.

This land map shows the wells which we have
3| drilled in the Parkway West Unit; also illustrates the wells
that we have drilled in Section 26. Itﬂalso shows the offsets}
51 to the unit as drilled by other operators.

6 In the east half of Section 22 is a cross

7! hatched area which shows the area which has been previously

81 deleted this year under this R-111-A.

9 ) Does the exhibit show when the wells were g

10 drilled, Mr. Dean?

ta Fe, New Mexico 37501

§ n A No, it --
— g 12 Q Could you explain when the wells were
BE ariliea?
14 A Okay. The first well we drilled in this

8l area was in 1970. It's the No. 1 Petco State in the southeas{*

'6“ southeast of Section 26. That well was completed as a Strawn{

‘lllll.lll.'lﬂrﬂﬂhq;sandnq

7 discovery.

18 After doing additional exploration work

19 we put together a six-section unit, which is called Parkway

20” West Unit. This unit involves the putting together of 12

2 different companies and we were given a designation as the
22 s .
Parkway West State Unit.
"
23 We drilled the No. 1 Parkway West in the
- 2 northeast northwest of Section 28, which was a discovery of
2% Atoka and Strawn. That was done in 1972. We also have Morro
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gas behind pipe.

We have since that date submitted a plan of
development to the State yearly, and we are now drilling on
our Well No. 8, which is located in the northeast of the
southwest of Section 22. That well is drilling now at a depth]
of 11,338 feet, and we plan to continue this orderly develop-
ment until we have completely exploited the entire Pennsyl-
vanian section. That includes the Strawn, Atcka, and Morrow
Sand.

0. Mr. Dean, I believe you stated earlier that
this plat reflects alsc the locations of wells yet to be
drilled?

A Yes. sir.

) And have permits been filed in connection
with each of those wells?

A Yes, sir, they have, We have filed permits
fpr -~ in Section -- No. 10 in Section 27; No. 11 in the nor
half of Section 2i; No. 12 in the south half of 28; Mo. 3 in
the south half of 29: and then over in Section 26 we've ap-
plied for a -- the Petco State No. 3 in the northwest north-
west.

0. And which of those permits which you've
filea have actually been approved by the 0il Conservation
Division?

A The well in Section 27, No. 9.
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0 Are you familiar with what the pool rules
are in connection with this particular -- these particular
areas?

A Yes, I am. 1In Section 26 is the Parkway

Strawn discovery, and we were given l160-acre spacing on the
Strawn reservoir.
The Morrow is on statewide 320-acre spacing,}
at the present time.
Q All right. What about the Parkway West
Unit itself?
A That is the -- the Morrow Well was in the
st;tewide rules.
MR. COFFIELD: Mr. Examiner, Orders ~-- O0il
Conservation Division Orders R-4093 and R~4638 established
pool rules in connection with these areas, and we would re-
spectiully request that the Examiner take administrative
notice of those orders.
MR. NUTTER: That's administrative notice
of Orders Nos. --
MR. COFFIELD: R-4093 and R-3638.
MR. NUTTER: We will take notice of those
orders.
0 Did you have anything further to add, Mr.
Dean,in connection with this exhibit?

A, I would just like to point out that the
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offset operators have done this development, primarily South-
land Royalty, in 1978 and 1979, and are continuing as to this
date. They have completed their well, Southland Royalty No.
125, in the east of Section 26.

0. VSo you're saying not only is Petroleum Cor-
poration Active in the development of this pool but there are:
other operators as well?

A That is correct,

Q All right. Let's go to what we've marked
as Exhibit Nuﬁber Two, and would you please explain that ex-
hibit to the Examiner?

A Okay.

MR. NUTTER: Mr. Dean, before you get on

that, what well were you talking about that's just now being

completed?
A Southland Royalty No. 125 in Section 25.
MR. NUTTER: Oh, I thought you said Section
26. |
MR. FEEZER: Do you have that located, sir?
A It's an offset to Section 26.
MR. NUTTER: Okay.
A Okay. Exhibit Number Two is a structure

contour map drawn on the Morrow formation. This is a marker
within the Morrow which is commonly used by all the geologist%

in this area, and accurately reflects the structure of the
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T 1 producing Morrow zone.
2“ As you can s&&, it is a -- the highest part
3 of the structure is over there in the southwest portion of
4 Section 29, and we have a terracing and a monoclinal dip to
5 the east and south.
8

The Morrow formation,ifrom our drilling and
7h from our subsurface control, the zones appear continuous with
individual members interfingering across this entire six
sections. There -- to date there has been no specific gas/

10 - . .
ﬂ water contact established, but all of our productive area is

"

New Mexico 87501

up-dip from production established by Southland Royalty in

chor;h;&nkc

) .
reporting service

‘ 12 Section 24 and Section 25.

5 3 This map shows, in my opinion, that we have

g 1 a continuous development program here over the Parkway West

- % 15 Unit until we have completely developed it as to the State

f 8 rules.
v 0. Mr, Dean, in the event that you were not
18 permitted to cdrill the two wells which are located within the
19 proposed expansion of R-111-A, what would be that result’
2 from a geological standpoint?
2 A I think that we would result in losing
2 drainage and production from the Southland Royalty established
2 in Section 23, Section 24, and now they're in Section 25.
2 0. In other words, it would result in a viola-
% tion of your correlative rights as wellas prospactive waste?
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A Yes, sir.
2' Q. Do you have any further features of this
3 particular exhibit that you want to bring out?
4 A No, sir. I might point out that in these

& wells that we have completed in the Strawn, we still have

8 Morrow Sand behind pipe, which is productive.

7 0 All right. Relative to the --

8 | MR. NUTTER: While you're on that one, Mr.
9 Dean, what is the color code here? Are the red wells Morrow |}
V8 and the green wells Strawn?.

" A Yes, sir. Those are the -- the color code

12 that we have. The Strawn wells are in the southeast southeasj

Santa Fe, New Mexico 87501

7t Reporting Service

)
reporting service

3 of 26, that's green; and then the Strawn well is in Section

e

} 14“ 28, the northeast cof the northwest.

5 MR. NUTTER: Thank you.

16 0 Is that color code consistent *hroughout
" your exhibits, Mr. Dean?

18 A, Yes, sir,

19 0 All right. Going now to what we've marked
20 as Exhibit Number Three, would you please similarly explain
21 that to the Examiner?

n A Exhibit Number Three is a structure map

23 based on the top of the Strawn formation. This formation is
2 found at approximately 10,500 feet and is a continucus marker
® throughout the area.

s
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We have to drill, of course, to get to our
Morrow zones. 'The key well in this is our Strawn well in
Section 26, which completed as an oil well about 1971 and is
still producing as of this d;te. This well was cored, indi-
cated excellent reservoir possibilities, similar to the type
of Strawn over in Lusk Field to the east here, and the probhlem|
was we produced considerable amount of water,

Our second Strawn well was over in Section
28 and that well tésted gas with a high content of liquids,
water-free.

Tﬁis Strawn formation, as you know, is not
connected 100 percent with water or structure. It is the
porosity developed as what we call an algal bank, and it can

gu across strike, and we project that the Strawn production

there will contain -- continue out of the north half of 28,

north half of 27, north half of 26, and it's excellently --
we'll go to a cross section later -- it's excellently deve-

loped in Section 23 in the Southland Royalty No. 1-23 Well.

0. Anything further on this?
A No.
0. All right, then, Mr. Dean, let's go to what

has been marked Exhibit Four and explain this to the Examiner,
A Section Four is a stratigraphic cross sec-
tion of the Parkway West Unit, tying in to our Petroleum

Corporation Mo. 1-26 in Section 26, This cross section is
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indicated on your map, starting on the west from A to A'.

This map shows in the Strawn horizon where
we expect the core of the thick, clean, algal bank of lime-
stone to be maximumly developed and be productive.

The Morrow Sands, which are indicated in
ged, are shown to be also consiétently across from the -- goinfy
from the west to the east across the entire unit. 2lthough
we know from experience that tﬁé zones are present, the pro-
duction varies within the members of the Morrow. This indi-

cates to me that there is an excellent possibility for this

Morrow and Strawn to be present over the areas which are re- .

quested be placed within this R-111-A,
0. All right, Mr. Dean, let's now go to Exhibif

Five and explain it.

A “ oOkay. Five is a cross section of two wells}

D TR A R

showing the productive Strawn zone. It goes from A to C,
A' to C, I'm sofry, on your map. In other words, from the
Petco State No. 1-26 to the 23-1 of Southland Royalty.

As you can see, this Petco State Well was
completed for 49 barrels of.0il and 289 barrels of sait
water; gas rate of 650,000 with initial gas ratio of 13,265~
to-1. The cumulated production of this to November 1, 1979,
is 33,464 barrels of oil, 228,000 Mcf of gas, and over
300,000 barrels of salt water. This well is presently pro-

ducing at a rate of 4.4 barrels of day, 62,000 of gas, and
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60 barrels of salt water.

This indicates to me as a geologist that
this is a tremendous water-drive reservoir, and being able to
produce these marginal amounts over a 9-year period.

Well No. -~ Southland Royalty No. 1-23-1,°
which is indicated No. C, as you can look at the dual lateral

micro-log, in correlating between the Strawn and Atoka, that

this zone fits, correlates, as being a part of the same zone.

And as you can see, from our structural point, the Well State
Com 23-1, is approximately 100 feet high structurally. This
well was not cored or tested during the drilling of this thin-ﬁﬁ
because they were primarily looking for Morrow Sand, but
electric log analysis indicates it has excellent porosity and
low water saturations and should be productive.

Our location in Section 3 -- I mean Well
No. 3 in Section 26, is located on our Strawn map to obtain
the highest structural position on our lease, which we hope
will then permit us to develop on the l1l60-acre spacing of the

Strawn Parkway Field that entire section.

0. Mr, Dean, in that connection, and in the
event it were to be suggested by someone that vou could as
well locate your No. 2 Well at an unorthodox location in the
40-acrc tract south of the tract where voun propose to locate
it, what would your answer be to that?

A, As a geologist I would want to obtain the

L}
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highest structural position and minimize our risk of drilling
a dry hole,

Q Do you have anything further to add, Mr.
Dean, in connection with matters that have been discussed by
you and the exhibits which you have presented?

{ A Mo, sir.

Q Were these Exhibits One through Five pre-
pared by you or under your direction?

A, They were all prepared by me or under my
direction. The large cross section, which is Exhibit Number

Four, was prepared by Martin Vernon.

0. Have you reviewed the matters reflected

there and --

A Yes, sir, it was under my direct supervisio

0 Mr, Dean, if the Amax application is ap-
proved, is it your opinion that this will result in waste
and the vioclation of corxrelative rights as far as Petroleum
Corporation is concerned?

A Yes, sir, from a geological standpoint, it
certainly is.

MR, COFFIELD: Mr. Examiner, I move the
admission of Exhibits One through Five.

MR, NUTTER: Petco Exhibits One through
Five will be admitted in evidence.

MR. COFFIZELD: I have nothing further on
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direct examination.
MR. NUTTER: Are there any questions of
this witness?

MR. FEEZER: Yes, sir.

CROSS EmiNATION
BY MR. FEEZER:
o Mr. Dean, your proposed Petco Parkway West E
Unit No. 9 is how close, if you have a scéle, I don't only *
mean offhand, to the test Hole No. 156 in the north half of
the northeast of 277
A I don't -- do you have a survey plat oﬁ

that hole that you're talking about, or is that scaled on

your map?

0. It's not scaled. I wonder if you know,

A No, I don't know.

0. All‘right. Well, I need to move on. I
really don't -- unless you can do it, I don't want to delay

the hearing here.
A Okay.
n Does it appear to

yeou o wh

you've seen so far that it's within 200 feet more or less of

Vel v Oi Ay

A, Sir, I really haven't seen that map. May

I examine it, please?
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0 Certainly.

A Our location is 1980 and 660, which is a
standard location.

0. I don't see a scale on here. That appears
to be substantially more than 200 feet.

A You have it located here at 650 feet, 660
feet.

0 Thank yon. 1Is it then your geclogical

estimate that Parkway llest Unit No. 9 would be a high pres-

sured gas well, if it is completed?

A Yes, I do.

0 Do you have any idea what pressures woﬁld
be?

A Do you mean bottom hole bressure?

0 Yes.

A Bottom hole pressure?

0. | Yes.

A In excess of 3000 pounds; probably 3500

pounds, from the Morrow.
o You made your application ~-- did you have

anything to do with making the application in this case for

this well in 27?2

A The well in 272
0. Yes.
A It was done by our Dallas Engineering/pro-
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duction Office. I made the location.

0. But you did not handle the application?

A I did not make the casing design or things
like that. I'm a geologist.

Q. You know nothing about that, then.

A I just know that we followed the Statewide
rules.

Q Have you ever seen it, handled it, or 1ooke ;
at it, the application to drill this well?

A I looked at the location plat, that is, and¥
the geolbgy.

Q Well, let's put it another way. This is

Exhibit Number Three in this case, I hand you a copy of it.

Have you ever seen that before today?

A I have this right here.

0 All right. You have seen it.

A Yes.

0. And this wés filed on November the 9th, is

b4

that right? According to the filing stamp of the OCC?
A November %9th.

0. All right. HNow, did you have any knowledge
of the fact that Amax was pursuing a core drilling program

in the north half of the northeast in Section 27 before you

prepared this data which is present on Applicant's Exhibit

Number Tnhree?
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A I had no knowledge. I had no knowledge of

in Section 22.

0 You mean 267

A 22, up here.

0. 22,

A Up higﬁer, in here. We were not notified

of any core drilling up there, either.

n Nlr oy AR 2w wmafasmAanmean boa blha DNadlma WAl
Y LAY » LI VY , Py el LSO [ iAo LC LW LSy
No. 1 in the southeast of the southeast of 26, 19, 29, is

that a producing well at this time?

A Yes, sir, it is,
0. And Petco No. 2, is this a producing well?
A No, that is a dry hole., It was originally

completed in the Wolfcamp and was plugged and abandoned.

0 And that's in the northwest of the north-
west, is that right? In 267

A No, sir, that is in the southeast of the
southwest.

0 Southeast of the southwest, okay.

On Exhibit Number Three, you said the key

well in Section 26, how do yvou designate that again, as

S5-70672 Exhibit Number Three?
A Exhibit Number Three?
Q. Yes, sir.
A I have it right here. ©Now, what do you wank
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to know about that?

0.

You say the key well, if I understood your

testimony correctly, in that section is S-7067, is that

right?

datum point. The
datum.

Q

exhibit, sir?

5-7067.

The. bottom of 262
Key well, no, I said the key wéll was No. 14
All right, and where is that located in 26?;
That's in the southeast of the southeast.
Is it desianated as S-7146?

Sir, those are structure markers at the

S stands for Strawn, 7146 is the subsea

All right, and A-1 designates what on your

A That is A', which is a cross section, which
is on —--

0. Okay.

A -~ what, Exhibits Four and Five,

0. And it's your projection that there is re-
coverable o0il and gas, and is it on a line -- or you estimate

a line over into Section 28, which appears to be Petroleum

Corporation -- and here I again use the Strawn designation,

6881, a green circle?

A

Yes, I feel that it is between there, and
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probably more. Our best subsurface control is, oh, up there
to Section 23, which is located Well No. C, Southland Royalty,
No. 1-23.

Q All right. Are you familiar with the

economics to any extent at all, of what would aliegedly be

iost if the 120 acres sought in this application were included

and you could not drill it and produce, at least at this
time?
A Sir, we have a reservoir engineer who will

testify as to those conditions.

0. All right. 1It's out of your expertise?
A Yes, sir,
113 During the c¢ourse of your study of this

acrea do you know whether or not any core or log tests showed
the presence of sylvite or other recoverable type of potash
ore, langbeinite, or otherwise?

A No.

Q Do you even examine your core logs from
the first 1000 feet for such mineralization?

A No. We don't have the rights to those, sir

0. I understang that. 1 just want to know

if you examine them.

A No. No.
0. 211 right.
. The only thing, we do run a log up through

o
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there.

0. Well, do you know anythiﬁg about those logs,
what they reflect?

A Yes, sir,

0. bo fhey reflect anything in reference to
potash ore?

A No, not the logs we run, There are logs

that do, that -- but not the logs that we run.

0 All right. They're not designed to test
for that.

A Yes, sir.

0. In your Exhibit Number Five, do you have

that in front of you?
A Yes, sir.
0 All right. This is the cross section wherej
you're testifying about two wells. Do I understand that
Parkway West Unit wants to go in again on the approximate
location of the plugged and abandoned Union State No. 1? Or
very close to it?

A That's correct,

0. Do you know anything about tiie status of

that well, as to how it was plugged?

a. Yes, sir, I do.
Q. iould you tell the Commission about that?
A This well, which has been drilled and
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plugged in 1961, 20 sacks at 4622 to 4571; 20 sacks, 1813 to |
1780; 20 sacks, 1332 to 1300; 20 sacks, 283 to 250; left j
9~5/8ths at 260 feet; cemented with 50 sacks.

Q. Would that indicate to you that that is

cemented to the bottom?

A No, it’'s not cemented to the bottom.

Q No way. No way, 1is it?

A - Mo, sir.

Q How much do you think is uncemented of that3#
A Sir, i bave no way of telling. This was

not done under my supervision, but I understand it was done
under the supervision of the New Mexico 0il and Gas Conser-
vation Commission.

0. All right. And does the document, what-
ever it may be, that you have in your hand reflect whether
or not the casing or string was left in the hole?

A Yes, sir, it said they left 250 -- 268 feet
9-5/8ths.

MR. NUTTER: Was there any other pipe left

in the hole or run in the hole? Do vou know?

A No, sir, not according to the records we :
have here, sir.

0 What document are you referring to?

A This document we have in the files in the

New Mexico 0Oil and Gas Commission, and it was -- here it is.
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Want to look at it?
0 Pleas~.
If T may, I'd like to copy some data off
that without delaying the hearing.
MR. NUTTER: Yes, sir. And I'd presume
it would be satisfactory with all marties that we will take
administrative notice of the well file that we have on that
Union State No. 1 Well.
MR. FEEZER: I was about to ask you to do
that.
0 What is the status of the activity in Sec-

tion 27 at Parkway West Unit No. 9 right now?

A No. 9, we have a location cleared, made;
and you'll have to -- as I understand, we have a conductor
pipe set.
0. © And are you ready to proceed with the drilli k

as soon as you can get a rig on the site?
A We have a rig, sir, that is drilling at
11,400, approximately, and will be through in about two days

and we intend to move it immediately down to that location.

0 Are you telling the Commission ycu intend
to start drilling within -- oxr set the rig within two days?

A If at all possible. |

Q. Okay. and in reference to your well in the

north half of the northwest of Section 26, what's your propos&d
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drilling program for that well?
A Well, we have to get approval. We would

continue to drill that immediately after we've completed

Well No. 2 in Section 27,
Q. Do you have any time frame in which you
think you would start that, assuming you got a permit issued

to drill that well?

A I imagine in -- the 10 will take about 30

0 In view of the testimony here today in
reference to the well in Section 27, Parkway Unit -- Parkway
West Unit No. 9, would you proceed without a casing program,
in view of the evidence of commercially recoverable potash

ore in that area?

A " sir, this is not a geologic consideration,
0 What do you mean it's not a geologic con-
sideration?
A, That's what I mean. I'm testifying as to
geology but I am not a casing man. What you're talking

about is -—-

0 You know nothing about the protective --
A I kncw that it has to be, but I am a geolo-
gist, and we'll have engineers to testify as to that, sir.

0. And the gquestion is out of your expertise,

is that what you're saying?
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A _That's right.
0. All right,
MR. FEEZER: And I believe that's all.
Pass the witness.
MR. NUTTER: Are there any further ques-

tions 6f Mr. Dean?

REDIRECT EXAMINATION
ﬁY MR. COFFIELD:

0. Mr. Dean, in Petroleum Corporation's de-
velopment of this pool and area, have any of these wells
heen planned and proposed in reference to potash activities?
As far as you know, were your plans predicated on --

A Well, we had plannea to arill Well No. 8,
as you know, that these are -~ 320-acre units have §outh
half and north half, and we had planned to move over 31320
feet eést of our Section 8 in the east half of Section 22,
to protect our drainage better from the Southland Royalty
23-1A, but when we were informed that we could not get a
permit there, we moved 8 over there as close as we could to
that 1-A.

0 Has yonr activity in the area and your
drilling of the wells, at any rate, been generated by the
potash matters or has it been generated by economic matters

relative to the oil and gas recoveries?
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A, It has been entirely generated by economic
matters as related to the oil and gas activity and the mar-
ketability of our gas.

MR. COFFIELD: I have no other questions.

CROSS EXAMINATION

BY MR. NUTTER:

0 Mr. Dean, with respect to your structure
map, Exhibit Number Three, on the Strawn --

A, Yes, sir.

0 -- you mentioned that you had located this
Well No. 3 in such a posiﬁion as to be structurally as high
as possible, and anticipating my question, you stated that
to move the well to a location directly south of that you
would lose some of that structural position. Now, what is
the top of the Strawn there on your iocation?

A The top of the Strawn, we anticipate hitting

at approximately 10,375 feet,

0. Well, on your subsea structure map here --

A, Oh, we would -~ it would he a -7015. u
0. Waii minute.

A Strawn.

0. Your first line there that runs to the

right of Well No. 9 is a -7000.

A, Yes, sir.
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0. Or the well that's to the -~ the line that'
to the right of your location No. 3 is a -705C, isn't it?
A Yes, sir, so -7015, and that would be mid-

way between -7000 -- wait a minute -~

0 -7025.
A 7000, it's 50-foot contours.
0. - Right.

A So it would be -7015, similar to 1-A,

basically, maybe a little over.

0 Irwduld interpret it as being about a
-7025 there.
A 7025, well --
Q. About halfway between --
A, Yes, sir.
0. -~ the two contour lines.
A That's about it, yes, sir.
4 And then how much structural position would

you lose by moving just one location southé

A Well, probably, from this mapping, you
wouldn't lose any structural, hardly at all.

0. Now, the Southland Royalty well that you
consider pertinent to the Strawn development in this area,
being the north end of your C—tb—A' cross section, --

A Uh~-huh.

0 ~- it has a good development in the Strawn.
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0. But no tests were nade, is that it?
A That is correct. I have visited with South

land Royalty and they feel that they'll plug back to that

zone.
Q They - think they eventually --
A Yes, sir.
Q -~ will produce that.
A They are producing cut of the Morrow at

this particular time.
0 I see. Okay.
MR. NUTTER: Are there any further question{
for Mr. Dean?
MR. FEEZER: Méy I ask one or two further

questions?

RECRQOSS EXAMINATION
BY MR. FEEZER:

0. You just informed the Examiner, if I under-
stand you correctly, that you could move south from the
present -- former location of Union State No. 1, plugged and
abandoned, to a location which wouid be unorthodox but not
lose much of your structural position, is that correct?

A Other than -- that is basically correct,

but also we would like to protect ourselves against drainagel
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and this is a 660 deal that Southland Royalty could come down

there and put a well right there in the southwest of southwesq

and drain our oil.

0 Do you understand that that's within the
R-111-A and they would have to get -- go through processes
to obtain a new well?

A If it was economically possible, they
probably would do that. They are doing that right now, as
I understand it.

Q Well, could you do the same on the Parkway
West Unit No. 3, move south and not lose structural strength? j

A No, we would not lose structure; however,
we -- one thing that we're doing here, we're staying as closeg
as we can to known well control, plus protecting our corre-
lative rights, and we would be moving farther away from
known well control. These are stratigraphic, not entirely
structural traps.

0. Assume you mcve to the approvimate mid-line
of the northwest of the northeast of the northeast in 27, is

there any reason why, if the Commission granted it, you

could slant drill to the same location, at least eleven eight

in Unit 9?

MR. NHUTTER: Where was the location, Mr.

Feezer?

MR. FEEZER: At the same location and slant
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drill to that presumed recovery zone.
A Anything is possible, though it might not

be economically possible. This is what Southland Royalty is

contemplating, and we don't feel that that miyui.. e a com-
nercial way to do things.

MR. COFFIELD: If the Examiner please, our
petroleum engineer witness is more qualified to answer gues-
tions in regard to that.

0 Do vou feel you're not qualified, then, té

pursue that line of questioning?

A On the --
Q Yes. Slant drilling?
A No, I'm not qualified to do that.

MR. FEEZER: Pass the witness.

MR, NUTTER: If there are no further gues-
tions, the witness may be excused.

MR, COFFIELD: Our second witness is Mr.

Larry Shannon.

LARRY SHANNON
being called as a witness and having been duly sworn upon

his cath, testified as follows, to-wit:

DIRECT EXAMINATION

BY MR. COFFIELD:
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i
0. Mr. Shannon, for the record would you please
state your name?
A. Larry Shannon,
0. And where do you live?
A I live in Dallas, Texas.
Q And wiat is your occupation and whe is youré
employer?
A . I'm a Senior Vice President of the Petrole

Corporation. I have an engineering degree, a petroleum en—

gineering degree professionally.

0 And you are =-- you work with Petroleum Cor-;
poration as -- in your capacity as --

[ A I menage the orerations and engineering

ﬁn:Pehxﬂgum

0. Have you previously testified before the
Division?

A, Yes, six, I have.

0 Are you familiar with the petroleum en-

gineering factors which are pertinent to this area covered
by the application in guestion?

2. Yes, sir.

0 Are you familiar with Petroleum Corporation
drilling and development program and activiuvies in this area?

A Yes, sir.
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MR. COFFIELD: Mr. Examiner, do you have

2 any other questions of Mr. Shannon?
3 3 MR. NUTTER: Ne¢, Mr. Shannon is qualified.
5 4 0 Mr. Shannon, I assume you were in the room
E 51 and heard the testimony éf Mr. Brown of Amax that it would be %
6 their proposal that we first mine the potash and then the
7 0il companies could come in and recover oil and gas. Did
8 you not‘hear that testimony?
2 9 A Yes.
8 ©
°§3§ 10 0 And if that procedure were followed, how
uo%; 11IJ would you propose that an oil or gas well would be drilled
£
-~ §§ 12 through an abandoned open mine shaft?
H 13 A I have no way of knowing how we'd do this,
14 because we have to circulate drilling fluids, and once you
157 drill into the open mine shaft, I don't know what you'd do.
16 It would be a nightmare and extremely expensive operation to
17 try to encounter. I don't know of anyone who's ever done
18 this. There may be techniques, but they'd have to be develop .'
19 I don't know of any proven technigques to do this.
20 0 So would it be your opinion that it would
A be extremcly, much mcore cxpensive, and -
22 A, And much more hazardous, as well, because
3 you'd have to run pipe through it. You'd have to cement it.
24 All the evaporite section has to be cemented off, and I don't
2% know how you'd do it.
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) Would it raise a serious question in yocur
mind as to the ability to recover the oil and gas deposits
at allz

A Yes, sir, it would. We think we confine
any pressures that we have with the casing programs that
we're utilizing, but we'd have to change it completely, and
I'm not sure how we'd do this. |

o Mr. Shannon, you may have also heard testi-
mony and remarks by Mr. Feezer with respect to questions of
gas pressure in the wells that you have drilled and the wells
that are proposed to be drilled. Can you give us some idea
as to precisely what those pressures would be initially and
what they would be later in the life of the well?

R Yes, sir. Bottom hole pressures in the
Morrow zone initially are normally in the range of 4500
pounds. You'll see surface pressures of 3000-3300 pounds

initially, and as you produce the wells, the pressures de-

crease and decline, and that's part of the completion mechanidg
we use in recovering the hydrocarbons.

I have pressures of the flowing wells in
the mining area right now, those of Southland Royalty's.
There's one well that's flowing on 2000 pressure; one at 500
pounds; there's one at 800 pounds; there's two at 1000; one

at 1200, you know, so it's in that range. Normally we're

restricted to the pressure we can lower the pressure of a
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L wellhead, to that of what we sell our gas to the gas buyer,

2§ and El Paso, Llano, and others, are in the area, and most of
3 their line pressures now are in the 800 pound range. So,

4 until we put compression in, which is a subsequent operation,
5{ normally, in the depletion of the gas reservoirs, the pres-

61 sures will be probably no lower than 800 pounds. 500, I don'

7§ know how -- Southland must have a little bit lower line pres-

84 sure there that must have occurred at that time. It's kind o

9 unusual.-

10 0 Is it your opinion that after a certain

o

Mexico 87501

1M § period of time, six months or so after the well is put on

12 production, that the well -~ the well pressures do drop sig-

Reporrting Service

reporting service

)

‘3H nificantly?

14 2. Oh, yes, and they continue to drop through-

General

15 out the life of the well. P

16 0. Relative to the life of the well, what woul

%
‘71 you say would the life of the well be?

18 B, anywhere from ten to fifteen years under
19 normal completion techniques. 1It's what we've seen in this
20 area, and depending upoﬁ the reservoir characteristics, it
2 seems to be in that life span. |
22 0. Now, in this particular instance, Mr.
23 Shannon, it has been indicated earlier by Mr. Dean that the
24 plan is to develop this area, the Parkway West area, and the
6 Petco Com area, in a rather rapid fashion, as I understood
/ i



3
.

A

)

AN reporting service

RY

New M:xico 87501

Reporting Servic:

10

11

12

13

14

15

16

17

18

19

3|

23

24

25

y

the testimony.

A Yes. Back in August we commenced the Parkway
West Unit No. 6 Well, and we put a drilling rig in the area
at that time, and our plans were to continue drilling and
keep the rig there as long as we continued to drill and com-
plete successful wells, We're now drilling the third weil
and the location and all is prepared for the -~ for the
fourth development well under this continuous program, the
No. 9 location in question, that we talked about earlier, but
our plans were, and we didn't really realize that the east
half of Section 22 was going to come under R-111-A, and so
we feel that the No. 9 location is very important where it's
spaced to adequately drain the reservoir to protect our cor-
relative rights from existing wells to the east of us, those(
drilled by Southland Royalty. And if we have to move it,
then we'll not be able to recover the reserves that we feel
is our -- our share of the reserves in the reservoir. They
will drain tﬁem from us, and their wells are there, and in
essence, they could get our reserves without adequate
spacing of the wells.

MR. NUTTER: Where are you drilling now,

Mr. Shannon?

A, The No. 8, which is the southwest quarter
of Section 22. That well will be down in about two days,

Mr. Nutter.
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MR. NUTTER: Thank you.

0. All right, Mr. Shannon, 1et;s go to what
we've marked as Exhibit Six and would ycu please explain that
exhibit and why we tendered it as an exhibit?

A Al; right. Exhibit Six is a key well and
probably our most disappointing well that we've drilled in
this area, and it was the first well that we drilled. 1It's
the production history of the well that, what we think it's
told us éll along is that there are significant reserves iﬁ
the area and we had to move out and find them.

This well is probably the poorest perfor-
mance well that we have, economically speaking, and yet we
think that it -- because of this performance, it indicates
that we're definitely on the edge of a larger reservoir, and
all weneed to do is get up-dip structurally.

0. Okay, let's go on now to Exhibit Numbér
Seven. Would you please explain that exhibit?

A Ves, sir. Exhibit Seven really covers the
economics, as we see them, for three wells in the area.

The first two pages shows the economics of
the Parkway West Unit No. 6 Well, which we have recently
completed but not yet put on production. This shows the
economics of our working interest, which is 38.514 percent,
and you can find this on the second page. All the input

data is there. It does show what we believe the gross re-
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sary for us to get those reserves out of the ground, and the
future income before Federal income taxes, and a cumulative
present worth -- value of this cash flow, discounted at 10
percent, and we all know that money has value, and that‘s the
idea of showing that.

Now, the Parkway No.‘6 Well is the one
that -- if I may look at a map here a seccend -- it's in the --
it's in 21. 1It's in the southeast guarter of Section 21.

J
Page 92
serves will be, the net reserves to us, the expenses neces-
That was the first well we drilled in this current develop-

No. 9 Well, the location in the northeast of Section 27.
This we believe is a reasonable conservative estimate of what
we think the reserves will mean to us. In this economic fore

cast we show not only the operating costs necessary to lift

ment program that we started in August.

Now, the next one is the Parkway West Unit
the hydrocarbons to the surface and sell them, but alsc the
costs to drili the well. In other words, it's net. 1It's

cash. It's our sales less any costs that we anticipate, for
just the Petroleum Corporation's interest, which we say is
worth $2,219,000. XNow, if you gross:that number up from .
our 38.5 percent working-interest to the full 100 percent
working interest, which is'the value of everyone that we

represent in this well,; that comes out to $5,762,000 in value,

net of all costs. F
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So we think it's significant, and I'd like
to alsc point out in this economics, that I think the reservesy
are very conservative. We've seen some areas we can get
4-billion cubic feet of gas, double what I'm showingrright
here. 2 is just sometﬁing that we used becausg it's an un- -
developed location, and it is risk adjésted.

Now, the next two pages, or the last two
pages of this exhibit, Petco State No. 3, and this shows what

we think the economics are for the location in the northwest

guarter of Section 20. Here again, 1lt's for only our interes’,a
but in this area Petroleum Corporation owns 51.6 percent,
and you can gross that out to something over $4,000,000 in
future net revenue for that well, looking at the Strawn zone
only, the economics of the Strawn, not the Morrow zones.

‘ 0 Do you have any further details on this

exhibit that you'd like to discuss?

A No, other than I'd like to gualify it in

the fact that -- that reserves, and the stimation of reserves

and cash flows in the oil business, is still difficult to do,

S b

and of course, the more production history you have, the more

acourate von can he, and all three of these locations we

don't have any production history, and in two of them we

haven't drilled the well vet so

2 i LA LTS el WL 4 ~ 7 SR IL L

difficult to do, but it's something that we use as economic

outlines.

o
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1] Mr. Shannon, if Amax' application is granted;
what would be the impact on the Petroleum Corporation's de-
velopment of the onil and gas pool in this particular area?

A Well, to begin with --

0. First of all, let's assume two different
things could occur. First of all, if the well were not
drilled; that is, by virtue of the expansion of the area, if
in effect, it can't be drilled, number one.

And ﬁumber two, if the wells are allowed
but with restrictive casing procedures as
R-111-A.

A Well, if we're not allowed to drill. there,
we will lose our correlative rights because of the drainage
pattern, I believe, because we've already given up the east
half of Section 22, and we feel in fairness to everyone, that
we've got to have a well somewhere to drain part of the re-
serves, and it's partly State reserves, too, State land, in
Section -- and by placing a well where we have positioned it,
we believe we've optimized the drainage pattern.

Now, we of course have a drilling rig, and
that drilling rig costs us something like $5000 a day, and if
we don't have another location to go to, we'll be penalized
$5000 a day, plus we've spent another $15,000 preparing -- in
preparation of the location, and to build another location
$20,000

takes five days, so that would be another $15,0040,
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for the dirt work, plus the $25,000 standby on the drilling
rig. That's the economics we're talking about short term.

Now, the other question, the second part of
that, I'm not sure.

Q The restrictive casing nrocedures which can
be imposed, or would be imposed, pursuant te¢ the brovisions
of R-111-aA.

A Oh, right. The way we look at R-111-A,
where we have to run 20—inch.ca$ing to about 400'feet,
13-3/8ths casing down to about 1500 feei, and 8-5/8this inch
casing then down to 3000 feet, adds approximately $70,000
to the cost of our drilling this well. That's in additional
cementing, the additional casing that we have to buy, the
additional rig time that's involved in this. That's give,
then, two cemented zones of pipe to protect the potash, as
well as our production string of pipe that would later be

placed there, or cement inside the casing if the well is

plugged and abandoned.

0. Okay. In the cross examination of Mxr. Dean)

Mr. Feezer had indicated an interest in knowing about the

A elant hala Ax»311
D L L L ™ AL e ~a da hen e

3T A srAn
J—Alv ¥ 4 A b ANA NS A

I
would be our witness who can testifv to that matter. Would
you pilease expound on that possibility?

A, vkay. In Section 9, to begin with --

MR. FEEZER: 1In Section 9?7
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A Or excuse me, our location 9 in Section 27,
to build another location, just in the next week or so, we
would have to spend another -- we've already said we spent‘
$15,000 now. We move down here, we'll spend $20,006 building |
another location, $25,000 for the standby of the rig, plus
for éirectional control, at least $50,000, to try to get the
directionally controlled well up-dip underneath that acreage.
It's a considerable amount of money, and we don't own all theﬁ

interest in the well. We'd have to gét all of our partners'

approval, and it may take time, which may even delay, and
with that $5000 a day in the rig, if we lose the rig we may
not get it back for six months. The rig availability isi
terrible right now, I mean there's such a demand for drilling
rigs, and we talk about economics, and you know, with 8-milli
barréls a day that we're importing of o0il in the United Statesg,
it's -—’it‘s quite a burden on us.

0. Mr. Shannon, do you have any further com-
ments to make with respect to the engineering and economic

aspects in this particular project?

A No, sir.

0 Were these Exhlbits Six and Seven prepared
by you or under your supervision?

A Yes, sir, they were.

0. And again to reiterate, if Amax' applicatiop

is approved, is 1! your opinion that this will result in wast
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and the violation of correlative rights?
A Definitely.
MR. COFFIELD: Mr, Examiner, I move the
admission of Exhibits Six and Seven.

MR. NUTTER: Petco Exhibits Six and Seven

‘will be admitted in evidence.

MR. COFFIELD: And I have no other gquestion

of Mr. Shannon on direct examination.

MR. NUTTER: Are there questions of Mr.

Shannon?

MR. FEEZER: VYes, sir.

CROSS EXAMINATION
BY MR. FEEZER:
0. Mr. Shannon, your Exhibit Six reflects a
well located in Section 21, as I understood your testimony?

A 26. It's this well in Section 26. Down

hhere. It's not on your map, but it's --

0 In the southeast guarter of Section 267
. Yes, sir.
0 And your geologist testified that he thoughg

the best well, or key well, was up here in the northeast
corner, running on a line up here into the -- through the

northwest quarter of 26 and maybe touching the northeast

guarter of 272
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A I'm not a geologist and maybe we should ask 1
Hal this, but my understanding is, and let's look at our map
because these are core holes, and I --

o . Well, let's rephrase the question. These
locations which you'vg applied for, in the engineers and

geologists judgment are the ideal locations.

A The optimum locations, that's correct.
o All right. aAnd --
A For not only structure, geologically, but

also enginzeringwise for drainage.
0 All right, and you offer Exhibit Six becaus

you think a projection of what you're getting here in the

poorest well of the bunch, in the southeast guarter of Sectio
26, will greatly improve as you drill these wells going in
the northwesterly direction from that point.

A Yes, sir, and it also tries to show the
fortitude of our staying in there with marginally an unattrac

well to begin with.

0 All richt.
A The first one we drilled.
o And you offered and received Exhibit Seven,

shwoing Parkway West 6, plus 9, and Petco State 3, are pure
proijections, computer projections, are they not?
A Well, when yvou figure the mathematics, that

right, and I -- I tried to gualify that, and I think we're
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consexvative in thisf £hough, too. We try to be.

0. And in your Exhibit Seven, you showed or
H testified to a 2,219,000 dollar future net income after in-
vestment, but I did not see the 5,000,000'you spoke of.

A No, sir, I did - I did a mathematical cal-

culation on it.

0. All right, that 5,000,000 does not show on

the Parkway West exhibit, does it, at all?

A No. Let me tell you the method that -—-
N T L ermns vrmia1 A m T Ao~
3 L i YN NIANA ), MaANUwN .

A I took the 2, 219,388 and divided it by
.385140. That's our working interest in the well, so that
i grosses it up into 100 percent of the working interest.
These cash flows apply to only our interest
and this,'you knew, there are twelve of us that own this.

| :

this gas being sold to make these projections?

And at what price rate do you calculate

A All right, on the second page, if you'll
look.
il
0. Parkway West 9?
A Uh~huh, look at the second page. input datal

it shows that by year, oil and gos price. We show the percent

of escalation by year.

Xl
>
w

0. Projected to

A Yes, sir.
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Q Okay.

A The price is up to $6.00 and oil up to
$50 a barrel in 1994,

Q And you're telling the Commission and those
here that these are conservative estimates.

A We think they are.

10 Okay. Do youu havé the expertise to give
answers in connectiop with the engineering or drilling of a

slant well to reach the structure you want to reach in 26 and

")

27

A I thought we discussed that a few minutes
ago.

Q Well, do you feel that you can answer
questions about it?

A ’ Yes, sir.

0 All right. Assuming that the potash com-
pany in some attempt to work out a solution to the problem,
agreed to leave a column, mine around it but‘without a well
going through it, would that make you alarmed if -- less
alarmed, so that you could live with it, if you knew that
there was a colum 100-foot radiug at the location where
you want to drill Parkway West No. 3 and get it at a future
time? I'm talking just about the risk of drilling, the
hazard, et cetera.

A, Forgetting the time value of our product?
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0. Yes, forgetting the time value, for -~
A 1t certainly has a time value.
0 ‘ Oh, it bhas, okay, I understand.
A 100 or 200-foot radius? I thought it was
originally 2Q0.
Q. Well, depending on if it's second mined or

not. Starting with a 100~foot radius, 200-foot diameter.
MR, NUTTER: Now, Mr, Feezer, as I under-
stand what you're talking about here, would be that -- .
MR. FEEZER: The mine would proceed but
leave the column ard no well there.
MR. NUTTER: And you would leave a column.
Then this would remove his doubts about drilling through a
minea area.
MR. FEEZER: Yes, sir.
MR. NUTTER: Is that what you're talking
about?
MR, FEEZER: Yes, sir.
MR. NUTTER: I see.
0. What's your reaction to that thought?
A We're talking about -- what is your mining
level, from 700 to 10007
0 750 to 950, maybe 1000. And you're opening
up about four feet of open ground.

A Four feet, is that the maximum height?

A e et el El it L
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! 0. Fifty inches, maybe a little bit more. Bob
21 Brown can -~
3 MR. BROWH: Chuck, after you s=2cond mine.
41 we take 90 percent extraction. You don't have over that much.
5 Q. With the subsidence.
8 A Uh-huh.
7” o But I'm not -~ I haven't aéked the subsi-
81 dence guestion vet.
9 A Uh-huh.
10 Q. I'm talking about just the first mining.
"' A It's theoretical. 1I've never tried.
12 0. I understand that. Neither have we, under-
31 stana.
14 A Yes, sir.
15 MR. NUTTER: Well, Mr. Shannon, if you were
161 drilling a hole through the middle of 100-foot column of
47 salt that's only just surrounded by a 4-foot cavern arow.d
1; that, I don't think it would disturb your drilling operations.
19 A Probably not, you know, it would certainly
2 be a lot better --
2 MR. NUTTER: As long as you were‘going throul
22 the middle of that column of salt or potash.

4 2 Y 1'd rather do that than to drill into the
g# 24 mine shaft, because that's what, you know, I suppose there is
g %1 a chance that you could do it.

-
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That's what I wanted to know.

1o

Now, when did you first learn that Amax was
! pursuing a core drilling program in 26 and 27?

A We didn't know that, and as far as I know,
we were never notified of the core drilling program.

The first we knew was the hearing on your/

ﬂ extension of the east half of Secticn 22, and we thought that

was all you wanted, because that was just a few months ago

that the half of Section 22 was added into R-111.

0. Did you attend that hearing or one of your
representatives?
A We had a representative attend but we

didn't try to contest it or anything at that time. We though!
we could still live with that, but we didn't know that there
were others coming subsequent to that,
0. Were you informed by your representative
that we were pursuing an active core drilling program, both
to the south and east at that time?

A, I personally was not informed. There may
have been someone in our organization that was.

0. Did yvou obtain a copy of the record of that
hearing and review it after it was over?

A I did last week, but I did not before that
time.

0. Did that reflect in the record? Did you
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pick that up?
A Yes, I noticed it then, but, you know --

p 0

November 26th?

Did you receive a letter from me dated

A Yes, sir, I did.
Q A And was that the first notice vou had that
“ we had a problem?
A Yes, it is. It's the first I knew that
this was even docketed.

Q. And you get your mail at 13 whatever it is

| 1

Q. And what's the correct name of your cor-

3303 Lee Parkway.

poration, Petroleum Corporation, or Petroleum Corporation of
Delaware?

A The Petroleum Corporation of Delaware.
" Now, we're bonded in New Mexico under just The Petroleum
Corporation.

0. Are there two different companies?

A Well, there's a Petroleum Corporation of
Texas in Texas, and because of that we added-the Delaware
because that's the state we incorporated; not where the cor-
porate headquarters are.

0. How are you registered to do business in
the State of New Mexico?

A I'm noct positive on that. 1I'd have to
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double check that. I don't know.

0. Now, who is your statutory agent here, then,

do ;ycu know that?
A Can you --

‘MR, COFFIELD: I'm advised it's C. T. Cor-

poration.
MR. FEEZER: C. T. Corporation, thank you.
MR. COFFIELD: Yes.
0. Do you know aﬁything about potash or potash
mining?.
A Ne, I really don’t, I'm not an expert in
that.
0. Are you aware of the fact that yoﬁr appli; 

cation, as shown by Applicant's'Exhibit Number Three,.was-
one day after Amax filéd its applica£ion to extend R-111-A7

Do you understand that we filed on the 8th
of Novemher?

A Which well are we talking about now?

0. We're talking about the one in Section 27.
A Mo, I knew nothing about that at all. You
know, the first I knew that -- was a letter I received from

you scomtime after the 26th of November.

0. Ancd you were not aware of the fact that
we filed our application one day prior to the time you filed

your application?
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A Sir?

0. You were not aware of the fact that we filed

our application on the 8th and yours, of course, was filed on

the 9th, until later on?
A Yes, sir, of course, you know, it took a
few days before that. We had to stake the well and it was
probably two weeks involved before that was filed, you know,
the time you send a surveyor, and --
0 And your -- .
A I mean that's not an instantaneous type re-
quest. It takes one to two weeks to --
0. When you filed this, it was handled in the
Artesia Office, was it not?
A Yes, sir, it was. _
o and you did not have any cormunication with || |
the office here in Santa Fé for the application to drill
Parkway West No. 9.

A No. I had no communications with them, no.

We did in drilling No. 8 Well.

0. Yes, sir, I understand that.

A Ve were concerned about that; even 7 and 8.

0. Now, vou're concerned about the economic
impact of the -- whatever this Commission may do about this

location. Is there any way that you can deflect this rig to

some other lccation to mitigate your costs until this issue
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is decided?

A It would be very expensive. I don't have

the authority to do it, because, you know, we don't have

another location to move the rig. It takes weeks to get a

permit, get *he location built. We don't have our partnership

approval and that takes thirty days. We’'d lose the rig. We

would really have a difficult time with our current develop-

ment program, because we have approval from all the other

’interest owners. Like I've said all along, that we own about
I 38 percent of the 0il and gas lease there and we went to all
the other twelve interest owners with what we call an author-
ity for expenditure, AFE, and they had thirty days in which
to reply, and they all approved of our drilling this well,

I and that was a114taken care of before we spotted the well and
|

everything, and we've working on it for --

0. Before you made your application on the

A Yes, sir, it was two months before that,

before the application. That's just kind of behind the fact.

I've got corresponcdence in my file that shows we were working
. T

on it two months before that, I'm sure.

0. Assuming the Commission, or the Examiner,
could expedite a decision in this matter, could you obtain
within a five-day period authorization to drill a slant well

from some place below the north half of the northeast of 27
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# to reach your oil or gas bearing strata?

A Who pays for the extra cost?

0 I haven't ~eached that question yet. We
will later on,

A Well, I don't have the authority myseif to
move a location. Only the president of our corporation has
that authority.

0 All right, at least at this time it's not
a possibility.

MR. FEEZER: I believe that's all.

CROSS EXAMINATION

BY MR, NUTTER:

0. Mr.. Shannon, on your Well No. 6, ydur pro-
jections here for future performance.

A Yes, sir.

0. ) It looks as though you've just arbitrarily
for some reason selectdd 3-billion cubic feet as the ultimate
reserves for this well and then the computer backed up from

there with all the interests and costs, and so forth, al'o-

cated.
A It's really not arbitrary.
0. No, I —--
A We have production history in the area.

We think this well is better than car No. 2 Well. The No. 2




Mexico 7501

Fi

10

1"

12

13

14

15

16

17

18

18

21

22

23

24

25

Pane 149

Well has already produced over 2-billion cubic feet. We
think that really it probably is more in the 4-billion range,
but since it's early, I don't try to round them off any
closer than to try to get them in a billion or a billion and

a half range, because I can't actually estimate it any closer

than that.
0. Eut everything --
A That's our best estimate at this time.
0 Everything is based on backing uélfrom a

preselected ultimate reserve of gas for the well of 3-billion |
feet, right?

A Essentially that's the way the computer
program works. That's the mechanics cf the computef program,
but that is not the mechanics of how we actually arrived at

~the numbers, Mr. Nutter.

0. No, probably a reservoir engineer with a
little Texas Instrument calculator selected 2-billion feet
on his desk and then gave it to the computer to figure out,
isn't that right?

A That's a lot of it, ves, sir. Ané we have
we have an excellent well. This -- this well will préduce
about 4-million cubic feet and we haven't even acidized it,
and we have probably four othexr zones to perforate, so we
felt comfortable --

0. With 3-billion?
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l A With 3-billion.
F Q And then likewise, on the No., 9, you took
a 2-billion cubic foot figure énd backed up --

A Risk adjusted, Mr. Nutter.

0. And then on your costs you decided somehow
“‘or other that by 1994 gas would be $6.00 a barrel.

A It's 10 percent a yéar escalation is where
we got that. }

0 I mean gés would be $6.00 an Mcf and the
Ayatollah would be charging us $50 a barrel for oil,

A I've seen major oil companies use higher
numbers than that.

13 Oh, I'm sure that the Ayatollah would agree

ﬂ with you that $50 is conservative here.

A Well, “we're~ receiving $34.50.
0. He's going to want $150 by then.
A Mr. Nutter, we're receiving $34.50 for thos

" four barrels a day we're producing in that Petco State No. 1
right now. WNow, how long it will stay there, I don't know.
143 2nd then with respect to Well WNo. 3, it
looks like the basic figure tha* was backed -~ that was
selected and then everything backed out of it, was 140,000
barrels of o0il from that well.
A That's the Strawn zone.

And that's a Strawn well.

o
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— ! A And we anticipate oil in a different ratio.
2l The ratios in that area norrmally come out around 70G0-to-1.
3% we've, you know, that's -~ it's just the way that we look at
Al e,
) 5 | Q. *  Well, your performance on the No. 1 Well

8} has been appioximately 7000-to~1, hasn't it?

7 A Yes, sir.
8f - 0. Over the life of the well.
g 9 A Net, it has, and the No. 1 Parkway West Uni
»
g ‘9 has, too.
3 " Q Now, the No. 1 Parkway West, it's not an ‘g
E 121 531 well, is it?
———— t 4 .
«

13 )R It's classified as a gas well, but it has

w3 high GOR, and we --

G reporting service

s Q. And it's run in the neighborhood of 7004,
Bl also? f
17 A . Yes, sir, it does. We have special pool
18 rules for that, Mr. Nutter. We came up right after we dis-
81 covered that and asked for the special rules.
20 0 Well, now this calculation for the Well No.
z 3, that's not a 7000-to-1 ratio you've got there.
2 A No, I know. So that's why I'm saying con-
3 ser&ative.
;Q - 24 Q0. Well, you're figuring you're going to get
?' % a low ratio 0il well right in the middle of these two gas
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wells, is that it, or high ratio oil wells, whatever they

2 are?

3 A Vle're looking at only tﬂe reserves from the
4 Strawn, which we think have the lowest risk to Jdevelop. 1If

51 we can get the Morrow gas and the others, that's gravy to us,
61 an additional income.

7 0 Well, now what about Morrow develobment in

8l section 262 Have you given any thought to Morrow wells in

g 9% section 262

'g % 10 A Yes., Well, wc -— we want to drill ithe pro-

g

gél n posed location to the Morrow.

N §i§5§ 12“ 0 The Wo. 3 is projected to the Mo;row?

£ 13 A Yes, sir.

14 0 Well, it's a non-standard location for the
3 ’ 51 Morrow.

1| A That's right. We couldn't produce trom it
71 without a special application, no. Of course, we don't have
18 a drilling permit there, either.
19 | 0 Well, you haven't even filed for a Morrow
20 well there, have you?
2 A Yes, siv; we did; but only to drill and
22 expose it, and if we have adeguate zone, then we would come
23 to the Commission again and ask for approval to maybe dual
24 complete or produce that zone as well.
% Q0. Well, your Form C-101, which is part of
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- 1 vy s .
Amax's Exhibit Three, states it's projected to the Strawn
2 . . . .
formation, although it does give the depth as being 11,800.
3 .
A 11,800, see, it's to the -~ to the Morrow.
4 s a .
0 But you haven't said that you were going
51 to the Morrow here, nor that you're at an unorthodox location
8 for the Morrow.
7 A Vle are that, an unorthodox location.
81 0} Ckay. Now, the No. 9, do you intend to
g 9 complete it as a Strawn well if it's productive in the Strawn?j .
o0 .
g 10 A We would dullay corplete it.
§, 1" '
%;ii 0. Gh-huh, so it's been projected to Morrow,
- 1 12
N ‘%gi! “ | which would take care of the Strawn, subject to the approval
I~
' t % 13 .
, é é of a dual completion.
' § 14 A - Yes, sir.
L 15 Q. And it is a standard location ~-
16 A Standard location in the Morrow.
17 .
Q. -- in the Morrow.
18 A e're more worried about correlative rights
’9{ on the Morrow there. Hopefully, serendipity will come in and
20 we'll have them both, so -~
2 03 I see.
{
22 A But we have to identify which is the primarﬂ
3 cbijective.,
2 0. low, when you mentioned that it would cost
. % you an additional $70,000 to comply with the casing and cemenqin
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11 program in R-111-A, what were you talking about? You said

2! you'd have to run 20 inch to 400 feet?

3 A That's cur understanding.
4 0. And 13-3/8ths to what depth?
5 A 1500 feet.
- , 6 Q And then you mentioned 8-5/8ths.
7 A 8-5/8ths to 3000 feet, Now, we run 8—5/8thﬁ

8 | to the 3000; that's not an added expense.

9 Q. Right, so that's not an additional cost.
ggg;ﬁ 10 A And we normally run 13-3/8ths to 400 feet
- %%f;‘g " and then circulate cement to the surface, so we would have
~ 5w |
;géf to add the 1100 feet of 13-3/8ths, plus the 400 feet of 20-
%gég B inch.
©= u Q And that, and the cementing thereof.
o A And the cementing -- cementing and drilling
16 time.
17 o Would cost an additional $70,000.
18 A That's what we're estimating. We've not
b done this, so, you know, we don*t have the actual cost behind
20 us, but that's a reasonable estimate, we believe.
2 0 Now, in the event that the Commission shouﬂi
2 allow the continued effectiveness of your drilling permit
2 for Well No. 9, would Petco be amenable to altering the
24'§ casing-cementing program to comply with R-111-A, if the area
25

were extended? g jpnclude that 40-acre tract?
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A I, you know, that's up to our ~-
0 You'd be drilling in R-111.
A You know, but I think we WOuld. We've

always tried to get along with everyone, Mr. Nutter. I
don't have the authority to say that, but I éan anticipate
that we probably would.

0} A solution like that, I realize wouldn't
make anybody happy.

A No, sir.

0 We'd be extending the area and altering
your casing program.

)% Yes, sir.

Q But we would also be permitting a well
in R-111-A territory.

Sometimes that's our best solutions, the

oneas that doen't make anybody happy.

A Yes, sir. Well, at least we could still
drill,

Qo Now, you mentioned that the rig on No. 8

would be through in about two days. What was the drilling

SO TS N B 10 S A SR A 540 0

depth this morning?

A Well, it will be at total depth in two
days. It's really going to be four or five days before
we can log it, and then if we are fortunate, to run pipe

and be in a position to move.

P P T v o
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Q If it reaches TD in 48 hours there would

be another 72 hours in which --

A I think in either plugging or --
Q. Before you could move the rig off.
A Yes, sir, before you plug the well or run

pipe, and --

Q. Ynou know, did you test the Strawn in that
well? k

A No, sir, we did not drill stem te;t it.

Q How did it look? Have you gotten -~

A We had a drilling break. Hal's -- we'@d

have to go back to Hal on that. He's more up-to-date on
that.
MR. DEAN: We had a drilling break but
we did not open hole test it.
MR. NUTTER: And you don't have any logs
on it yet.
MR. DEAN; No, sir.
A No, sir. We do not.
0 So that well may have a potential in the
Strawn, then.
MR. DEAN: Yes,
A, We hope so.
0. And you're not deep enough to really

know if you've got anything in the Morrow or not.

€

i e o KTt Sl

e

)

E e

R




TN

117

MR. DEAN: No, sir, We have this bottom
400 feet where our pay's coming in.

A But we've made good -- the MNo. 6 is an
excellent well and the No. 7, we've just flowed gas out of
it at rates from 2 to 3-1/2 million cubic feet. 1It's not
as good a well, we don't believe, as the No. 6 Well, but
it's certainly an economically attracti&e venture for us
to drill the No. 7.

Q Now, I presume the No. 7 has the north
half of Section 22 dedicated to it and the:No, 8 has the
south half of the section dediéated to it.

What are you proposing to dedicate here
to this No. 92
A The north half,

So there would be another location.

0

A Yes.

0. Then the Né. 10 would have the south
half.

A I think Hal shows that.

0. The No. —--

A If you'll notice in Exhibit One, ‘or any

of them, there.
MR. NUPTER: I believe that's all I
have. Does anyone have any further questions of Mr.

Snannon?
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MR, COFFIELD: VYes,

MR. NUTTER: Mr. Coffield.

REDIRECT EXAMINATION
BY MR. COFFIELD:

0. On these economic analyses, Mr. Shannon,
were these prepared specifically for this hearing?

A No, they were not. That's just an in-
house type wofk that we do, and it wasn't ==

0 A work plan? Is that the reason they
are a conservative --

A Sure. It has nothing to do with the
hearing at all. We just brought all the data we could.

Q And in view of the urgency of Petroleum
Corporation's proposed development in this area, which has
been alluded to many times, I trust that you are formally
requesting that thevExaminer expedite this matter.

2, It certainly would help us.

MR, COFFIELD: Thank you.

MR. NUTTER: Are there any further ques-
tions of Mr. Shanncn? He may be excused.

Ckay, I'11l call for closing statements.
Mr. Feezer, as Applicant, you're entitled to go last.

MR, COFFIELD: Mr. Hensley is prepared
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to make a closing statement.

MR. NUTTER: Mr. Hensley.

MR. HENSLEY: 1If the Commission please --

MR. NUTTER: Just a second. I forgot to
ask if anyone else has anything to offer in this case.

Proceed, Mr. Hensley.

MR. HENSLEY: 1I'll make this very brief,
Mr. Examiner.

First of all, I would like to Say that
I think that there is a serious queétion in this record
as to whether or not there's been a prima facie showing
in the R-111 that any commercial deposit of ore exists.

I think the only thing that can be said is that if this

ore is in fact ultimately mined, which might occur, I be-
lieve, as Mr. Brown has indicated, somewhere between the
next few years and nineteen and a half years, that it could
not be commercial unless it were blended with a higher grade
ore.

In addition, there's been no core drilling
at all in the area in the north half of the northwest quarter
of Section 26, and I don't see how a reasonable projection
of mineable ore can be made in the absence of even one core
hole being sunk in the proposed area to be extended.

In addition, I think -- and by the way,

in connection with this blending, I believe Mr. Feezexr re-

T
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quested that the transcript in Case Number 6495 be incor-
porated, and that transcript is replete with evidence from
Amax as to the necessity to blend this low grade ore in order
for it to be commercial at all,

Secondly, I thiﬁk this case can be ana-
logized to some extent to a companion case back in 1978
that I participated in on behalf of Bass Enterprises Pro-
duction Company, Case 6077. That case, as is true in this
case, involves the provisions of Article II of R-111, and
that is that under the express provisions of the order it-
self there carn be no mining operations which would unreason-
ably interferxe with the orderly'development and production
from any oil or_gaskpool.

Now, I don't think there's any evidence
in this record to the contrary except the evidence to the
effect that Petroleuwn Corporation is involved in the develop-
ment of an existing pool, both in the stratigraphic hori-
zons of the Strawn and the Morrow, and I believe’ it would
be a violation of the intent and purpose qf R-111 to cause
an extension of this area to be made if the effect of the
extension would be to deny to Petroleum Corporation, or
any other oil and gas operator, the right to proceed with
the orderly deveiopment of an existing poolr

I think the record is uncontroverted, .

likewise, that the -~ to extend this area and not permit
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Petroleum Corporation to drill the proposed wells, Nos. 3
and 9, would result in a loss of correlative rights to them
and would constitute economic waste.

If the Commission feels that the boundaries

for R-111 should be extended to incorporate the proposed

area requested, I would respectfully submit that under no

circumstances should the existing permit for the No. 3 Well
be changed. The permit has been granted. There has been
reliance upon the application. The location h;s been built.
The rig has been contracted for, and I certainly don't need
to state into this record for this Commission, because you
can take administrative notice as to the effect of = delay
on that drilling activity, ox the imposition of an addi-
tional casiny program. I think it would, in effect, be an
expos factc effect of R-11l, if it were in fact extenéed.
And finally, with respect to number three,
I think that the record, likewise, with respect to that area.
is uncontroverted, and that is that the Union State No. 1
Well was drilled to a depth below 4000 feet; was plugged
and abandoned back in 1961; and that no additional loss
cf potash conld possibly occur from the twinning at that
location, unless the radius proposed to be left for a pil-
lar around an existing wellbore was increased arbitrarily

to more than 100 feet.

Thank you, sir.
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MR. NUTTER: ir. Feezer?

MR. FEEZER: The economics of o0il vis-a-
vis potash is getting worse all the time. And we understand
it and the oil people urderstand it, and assuming first of
all,fthat you talk about the casing program and allow the
well in 27, our projected economic loss is 2-million plus,
and the cil company's is the 70,000 plus for a differential
casing program to comply with potash bed ‘casing regulations.
So when you talk about the equities of that alone, there's
a substantial difference.

The point made by Mr. Hensley in regard
to the old Union State No. 1 has considerable merit. I
don't think that the safety factor is such that nC»mafter
what happens here today;lAmax is going to leave a pillar
around there in view of the fact that it's not cemented to
the boitom; it's an old hole; the risk of endangering $120-
million investment in the mine, plus millions o9f dollars
of potential fuither production over the next 139 to 20
years, is such that they wouldn't take the risk of turning
it into a gassy operation.

So, I can't argue strennously that at
least as to that old Union State No. 1, that we won't leave
it no matter what you decide to do. If you include it in
R-111-A, as we've asked for, we still feel that we must --

and I feel, I don't make technical decisions, but I feel
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that that's probably the safest process, which they will
pursue.

We are concerned, extremely concerned,
with Unit No. 9 in 27. We've been pursuing a good faith
process of exploratory drilling; coming up here when we ;
had 80 or 100 acres of new core dr;lling, and advanced our
known geological area of recoverable ore, and we made our
application in a timely fashion; we've been coming here on
a regular basis; the witness knew of the previous case
numbers; knew that we were going ahead with the program;
had access to the record of that fact; and they sat back
assuming we weren't moving, too. We've made ouxr move and
we made it on the 8th. They made theirs on the 9th, and
without being critical of anybody, the communication be-
tween the Artesia office and the Santa Fe office as tp what

was happening, brought about a problem that is now here in

front cof us.
The application on the 8th by Amax was
probakbly unknown in the Artesia office. So, in the regular

course of business, you subsequently authorized and entered

o
3
E
4
;

into the permit with Petco to go ahead and drill. Then it
became apparent to both of us that there was a conflict,
and it sets up the problem of, one, how quicklv do we get

a decision, because a large number of dollars are imme-

diately at s take, and in that connection, I'm going to




e - oz L i R Rl R i
- ’ E ~ v

G R

124

offer, if I may, a letter styled Exhibit Number Four, addressed
to the 0il Conservation Commission, and I deliver, hand-de-
liver, a copy to the Director's office, Mr. Ramey. I think
it should be made a part of this record for what probitive
value it may have, indicating that under Section 70-2-29
we are concerneq about the economic threat, and we have to %
pursue this process, as T read the statute,

‘So I would move to offer this at this

time as part of the record.

T would hope that whichever way you deemn
is the appropriate way to go, that you can, in the words %

of a former judge in the Fifth District, give us justice

or if you don't, make it damned surc swift. We need a quick
answer. T think both of us do under these circumstances.

MR. NUTTER: Okay, gentlemen, I'm going

to -- thank you, Mr. Feezer.

e ey

MR. FEEZER: Yes, sir.

MR. NUTTER: I'm going to read a porfion
of the statute here, concerning hearings before the Examiner.
Among other things it says, "In the absence of any limiting
order, an Examiner appointed to hear any particular case
shall have the power to regulate all proceedings before him
and to perform all acts and take all measures necessary oOr
proper for the efficient and orderly conduét of such hearings,

including the swearing of witnesses, receiving of testimony,.
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and exhibits offered in evidence, subject to such exhibits
that may be imposed, and shall cause a complete record of
the proceedinygs to be made and transcribed, ancd shall certify
the same to the Commission"-- that has been changed to Divi-
sion, now -- *for consideration together therewith" ~-
"together with the report of the Examiner and his recommenda-
tions in connection therewith.

The Commission shall base its decision
rendered in any matter or proceeding heard by an Examiner

upon the transcript of testimony and record made by or under

the supervision of the Examiner in connection with such pro-
- ceeding, and such decision shall have the same force and effect;}
as 1f said hearing had been conducted before the members of §
said Commission." : g
In the interest of expediting it, I wonder
; if the parties to this hearing would waive the requirement
that I wait until I've got a complete record, a trans;ript
of the hearing, before making a recommendation to the Divi-
sion for disposition of the case, because I think Sally's
going to -- this has been a lengthy hearing, and she's not
éoing to be able to get a transcript to us for a few days
at the best.
MR. COFFIELD: Yes, sir, I would.

MR. FEEZER: Yes, sir, we will.

MR. NUTTER: You would waive the require-
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ment that I wait for a transcript?

MR. FEEZER: Yes, sir.

MR. NUTTER: Thank you, gentlemen. I think
with that, if there is nothing further in Case Number 6753,
we will take the case ﬁnder advisement.

MR. FEEZER: And will you receive Exhibit
Four, sir?

MR. NUTTER: And Exhibit Four will be
admitted.

MR. FEEZER: Thank you.

MR. NUTTER: And we'll recess the hearing

until 2:15.

(Hearing concluded.)
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April
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July
August
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January
February
March
April
May

June

July
August
Snptember
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 \ THE PETRiLBUH CORPORATION OF DELAWARE

- \
ool

PARKWAY WEST POOL
EDDY COUNTY, NEW MEXICO
“"MONTHLY PRODUCTION STATISTICS

(1)

(2)

1 Well (Strawn) o
‘Monthly Gas Production

Petco-State Corporation No.
Monthly 0Oil Production

(Bbls./Month) (MCF/Month)
1,431 -
813 -
631 -
595 -
606 -
426 -
561 -
976 -
31 -
22 -
I!?
512 4,099
_.113 8,630
5,93 12,729
733 11,210
629 8,720
463 3,316
4ol 6,900
475 4,800
388 4,800
423 4,810
267 4,226
329 3,797
276 3,360
284 2,910
272 2,970
943 6,818 !
322 2,650
113 826
319 2,594
256 2,113
267 2,759
350 2,800
229 2,063
2490 2,178
219 1,412
291 2,176
248 2,051
235 168
_3,08¢ 23,790
292 1,574
415 1,258
36U 1,547
416 3,276
305 3,978
379 4,215
386 885
409 2,006
503 4,706
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1975
( 54) January 217
( 55) February _ 213
( 56) March 300
( 57) April 109
( 58) May 304
( 59) June 365
( 60) July 384
( 61) August 369
( 62) September 398
( 63) October 497
( 64) November 353
( 65) December 381
( 66) Total 1975 3,89¢C
1976
( 67) January 457
( 68) February 127
( 69) March 567
( 70) April 127
( 71) May 339
( 72) June 203
( 73) July 21
( 7T4) August 505
( 75) September 231
( 7€) October 232
( 77) November 199
( 78) December 149
( 79) Total 1976 3,347
1977
( 80) January 331
( 81) February 271
( 82) March 257
( 83) April 274
( 84) May Zlg
( 85) June 188
( 86) July 100
( 87) August 2Ls
( 88) September 31
( 89) October ' 257
( 90) November 369
( 91) December 297
( 22) Total 1977 2,875
1978
( 93) January 330
( 94) February 125
( 95) March 196
( 96) April 181
( 97) May 182
( 98) June 179
( 99) July 163
(100) August 99
(101) September 83
(102) October 102
(103) November 110
(104) December ___120
(105) Total 1978 1,880
1979
(106) January 134
(107) February 201
(108) March 127
(109) Apnril 173
(110) May 165
(111) June 124
(112) July -
(113) August 201
(114) September 173
(115) October 137
(116) Total 1979 to Date 1,435

(117) Grang Total a5 NEN

408
1,012
1,866
2,021
1,039

922

1,416
1,734
1932

12,350

~ o~ N o e
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THE PETROLEUM CURP
3303 LCE PARKMWAY
UALLAS, YEXAS 75219 X e

ECONONIC ANALYSIS OF PREOICTED FUTURE PERFORMANCE . - -
AS OF JULY 1, 1979 b Cos
% ‘
LEASE 2t PARKWAY WEST NO. 6 j ,
FIELD T PARKWAY {MORROMI) ; < 4 l
STATE : NEN MEXLCO i Lo / |
COUNTY 1 EDOY L !
OPERATUR: TME PETRULEUM CORP L7Y3
YEAR GROSS O1L NET OIL GROSS GAS NET GAS  REVENUE  OPERATING NET FUTURE NET  CUMULATIVE CUNMULATIVE
ENDING  PRODUCTIUN PRODUCTION PRODUCTION PRODUCTION  TO (NET  COSTS PLUS  CAPITAL  INCOME AFTER FUTURE NET PRES WORTH
INTEREST AD VAL TAX INVESTMENT INVESTMENT INCOME  DISC 10.0%
- . - - ——-au‘_---- -—-auL---.— ~-~HCF---- ""MCF""‘" -—--’-—-- ----‘——_—-- --—-‘-——-- ————— - P S T T T ———u‘-'nuuo
CUMULAT IVE ‘
07-01-79 0. . 0. '
06~30-80 5200, 1693. 258200, 8404T, 201546. . 10038, 0. 191508, 191508, 182598,
06~30-81 9caa. 2930, 451900. 147094, 387518. 19664, . 0. 367854, 559362, 501446,
06~30-02 7600, 24T4. 317700, 122945, 356703, 18635, 0. 338068, 897430, 767838,
06~30-8) 6300, 2051. 315700, 102764. 327649, 17698, o, 309951. 1207381, 929872,
06~30-84 5300. 1125. 263800, 85870, 301399, 16896, 0. 284503, 1491884, 1175149,
06-30-85 4400, 1432, 220500, 11775, 276902 16186, Gu . 2607164 1752600, 1329500
06-30-86 3100, 1204, 184300, 59991, 254765, 15267, | 0. 239498, 1992098,  1458399.
C6-30-87 3100. 1009. 154000, 50129. 234242, 14416, 0.  219826. - 2211924. 1585955,
06-30-88 2600, 846, 128700, 41893, 215425, © 13635, 0e 201790. 2413714, 16395711.
06-30-89 2200, 116, 107600, 35025. 1981397, 12928, - 0. 185469, 2599163,  LT730707,
06-30-90 1800. 586, 89900, 29263, 181891. 12243. ‘o, 169s48. 2768331, 1793070,
06-30-91 1500. 488, 75100. 24446, 160576, 11358, 0. 149218, 2910049,  1842936.
06-30-92 1300, 423, 42800, 20442, 136538, 10360. 0. 126178, 3044227, 1881269,
06-30-93 1000, 326, 52500, 17089. 114331, 9438. 0. 104893, 3149120. 1910239,
06-30-94 880. 286, 43900. 14290. 96455, 8696, R 87759, 3236879. 1932273,
SUB TOTAL 55880, 18189, 2786600, 907067, 3444337, 207458, 0. 3236879, 3236879, 1932273,
THEREAFTER 4300, 1400, 213400, - 69464, 469226, 101211, 0. 368015, 3604894. 1972567,
TOTALS 60180, 19589, ° 3000000. 976531. 3913563, 308669, 0. 3604894, 3604894, 1972567,
ULTIMATES 60180. 3000000,
INCOME BEFORE AND AFTER CAPITAL COSTS BEFORE AFTER
DISCOUNTED 12.0 PCT/YEAR - § 1802840, 1802840,
DISCOUNTED 14.0 PCT/YEAR - & 1658949, 1658949,
DISCOUNTED 16.0 PCT/YEAR - $ 1535555, 1535355,
AR . TR o > v e




T it

INPUT DATARA ’ i
. B LT B L LT, G B T § B et oY ) RPN crenflevnonanenlomccaes -
LEASE, FIZLD, OTHER DATA 1 41 |PARKWAY WEST NO. & | PARKWAY {MORROW) | | | LIFE {YRS) 1 32,42
STATE, CUUNTY, UPERATDR ! 4& |NEW MEXICO EDOY | THE PETROLEUM CORP | | PAYOUT (YRS):T 0,00
GAS WELL PROJECTILON t 82 ]0. 10 700, 113,64 ]+385140 ).325510 ) |
- lmmmm—————— [ EEE P 27~enmam B L R 4luemmnn weme§lencmcecenflonmnc—ana
PRUDUCT ION DECL EINE t 64 |0, (0. {0.5 | | | ] |
T 65 45006, { 13600000, |20, 120, | | {
GAS PRICE ESCALATION t 06 |2.20 110, | | | |
TAXES AND PAYDUT : 90 1.0309 1.0369 1.04 | i i |
T cmeam] Tmmer—— redTemmmmcune)locncncvmci Tumccancan R T Y e
CALCULATED AVERAGE ANNUAL DATA USED
PERCENT ESCALATIONS DECL INE
B T T P Tt o : . : RATES
YEAR oI GAS 876 OPRING DIL  GAS '~ OPRTIG  EXPENSE REVENUE 8/8 CAPITAL SEVERANCE  AD VALOPEN  <=acv=ew
ENDING PRICE  PRICE EXPENSES  PRICE PRICE EXPNS  INTEREST INTEREST  INVESTNENT TAX TAX oIL  GAl
mecmmnce $/BBL- —$/MCF~ ===$/H0--~ ~=Fee == cofree —eetem———— - -3 fomme momccfomes  =fa =T
06-30-80 14.306 2,200 362 0.0 0.0 0.0 0.3851400 0.3255100 0. 7571, 0365, 0.0  Oaf
06~30-B1 15.736 2,420 775« 10,0 10.0 114.0 D0.3851400 0.3255100 . O 14561, 16083, ~73,0 -Th,
06-30~82 17.310 2.662 829, 10.0 _10.0 T.0 0.3851400 0.3255100 0. 13400, 14804e 15.6 16
06-30-03 19,041 2.928 887. 10,0 10.0 7.0 .0.3851400 0,3255100 0. 12311, 13598, 17.1 16.
06-30~84 20.945  3.221 949, 10,0 1G.0 T.0 0.3851400 0,3255100 0. 11322, 12509 15.9 16«
06-30~85 23.040  3.543 1016. i0.0 10,0 7.0 0.3851400 0.3255100 . O 10403, 11692, 17.0 16.
06-30~86 25.34%  3.897 1016 10,0 10.0 0.0 0.3851400 0.3255100 O - 9571, 10573, 15.7 16
06-30~87 27.878  4.287 1G16. (0.0 -10.0 0.0 0.3851400 0.3255100 0, 8799, 9722, 1642 18
. 06=30-88 30.666 4.TLl6 1016, 10.0 10.0 0,0 0,3851400 0.3255100 0. 8092. 8941. i6.1 6.
06-30-89 33.73z  5.187 104, 10.0 10.0 0.0° 0.3851400 0.3255100 0. 7450, 8234, 15.4 16,
06-30-90 137,105 5,706 1016+ 10,0 -10.0 0.0 0,3851400 0.3255100 0. 5834, 7549, 18.2 6.
06~30-91 40.816  6.000 1016, 10,0 St 0.0 0.2851400 0.3255100 0. 5027, 6666. 16,7 164!
06-30-92 44,898 6.000 1016. 10,0 0.0 0.0 0.3851400 0.3255100 0. 5113, 56664 13.3 164!
06-30-93 49,387 46,000 1016« 10.0 0.0 0.0 0.3851400 0.3255100 Oe 4281, £T4%. 23.1 16.
D6-30-94 SD.000 6,000 1016, 1.2 0.0 0.0 0.3851400 0.3255100 0. 3604, 4002, 12.0 16.
THERE ,
AFTER 50.000 6,000 1016, 0.3851400 0.3255100 0. 17542, 19471,
I : R



il

TR

TR

THE PETKOLEYM CORe
3303 LEE PARKWAY

OALLAS, TEXAS 75219
LEASE 1 PARKWAY WESY NO. 9
E1ELD  : PARKWAY tMURROM)
STATE t NEW NEX1CO
COUNTY 1t E0OY
OPERATORS YHE PETROLEUM CORP

YEAR GROSS OIL  NEJ OIL

ENDING PRODUCTION PROGUCTION
--------- ~eaBBL-=== ===BBl=~-=
CUMULAT IVE
07-01-79 0.
4~-30-80 0. 0.
06=30-81 6600. 2148,
N6~30-82 5500, 1790,
06-30-82 4600, 1497,
06-30-84 3909, 1269.
06-30-8% 3200. 1042,
06-30-86 2100. 879.
06~30-88 1900, 618,
06"30"39 1600. 52‘.0
06-30-90 1300, 423,
06-30-91 1100. 358,
66-30-92 920. 299,
06-30-93 170. 251.
06-30-94 650. 208.
SUS ‘TOTAL 17030, 12052,
THEREAFTER 3100, 109,
TQTALS 40130. 13061.
ULTINATES 40130,

{

\\

ECONOMIC ANALYSIS OF PREDICTED FUTURE PERFORMANCE

GROSS GAS
PRGOUCTION

~==HCFmmmm
0.

Q.
329600,

215500, -

2304040,
192600,

15100¢.

134600,

112500,
94100,
16600,

65100,

550004

4600C,

38400, -

32100,
1846100,
153900,
2000000,

2000000,

AS OF JULY 1, 1979

NET GAS

PRODUCTION ' TO NET
INTEREST

cemM{Fmarn mammfm—mn
"0, 0.
107288,  282819..
89678,  25994b.
74998, 239134,
62693, 220253,
52407,  202090.
43014, 106045,
16620,  171429.
10630, 157500,
25505, 144850,
213860 132747
17903. 117618,
‘14973, 99556,
12500. 94226,
10449, 70474,
600924, 2333687,
S0096.  338380.
651020, 2707067,

REVENUE . OPERATING

CasTs PLUS
AD VAL TAX

Ll Ll TR i

0.
15319.
14620,
14025,
13528,

13081.
12415,
11809.
1123t
10706,

10203,
9575,
86825«
ale9.
1618,

161144,

87748,

246892,

NET
CAP1TAL
INVESTNENY

wmmnfoccee

0.
2387181,
C.
0.
0.

Qe
0.
0.
Q.
0.

0.
e
o,
0.
0.
22¢7874
0.

238747,

" FUTURE NETY

INCONE BEFORE AND AFTER CAPIYAL COSTS
OI1SCOUNTED 12.0 PCT/VEAR ~ 3
DISCOUNTED 14,0 PCT/YEAR ~ $
DISCOUNTED 16,0 PCT/YEAR ~ §

PPy S N RN LR A

CUNULAT I VE
INCOME AFTER FUTURE NET
INVESTHENT INCOME
cnsmfemcees | scecefeecnme.
0. 0.
28713, 28713,
2645326, 274039,
225109. A99148.
205725, T0se72,
189009, 894882,
173630, 1068512.
159620, 1228132,
146269, 1374401,
134144, 1508545,
" 122544 1631089,
108043, 1739132,
90731, 1829863,
76037, 1905900,
62856, 1968756,
1968756, 1968156,
250632, 2219388,
2219188, 2219388,
BEFDRE
1177400,
1074254,
9858644

~

CUKULATIVE
PRES NORTH
01sC 10.0Z

———fm———

0.
2408809,
218203,
379480,
5140835,

625983,
T19432.
T97531.
862591,
916834,

961881,
997987,
1025551,
1046551 .
1062333,

1062333,
1092107,
1092107,

AFTER
975943,
878075
794737,



LEASE,
STATE., COUNTY,
GAS WELL PROJECTION

PRODUCT ION DECLINE

CAPITAL EXPENDITURES
GAS PKRICE ESCALAVION
TAXES AND PAYDUY

YEAR

on GAS

ENDING PRICE  PRICE
——ewece= «3/000L~ ~3/HCF~
06~-30-81 15,734 2+.420
. 08-30-82 17.310 2,662
06~-30-83 19.041 2.928
06~30-84 20.945 3. 221
06-30-05 23,040 3.543
04-30-886 25.344 3.0897
06-30-87 27.878 6,287
04~30-86 130,668 4. 716
06~30-89 33,732 S.187
046~30-90 37.105 5.706
06~30-31 40,816 6.000
D6~-30-92 443,098 6. 000
06-30-93 49,307 6.000
06-30-94 50,000 6.000

THERE

AFTER 50.000 6.000

FIELD, OTHER OATA 1
UPERATOR

t
3

INPUT

OAT A
o B e | LY & B O N A T T A B X S R ,
41 }JPARKWAY WEST NO. 9 | PARKKAY (HORRGNW) { { ] LIFE {YRS) 1 30,70
46 |NEW MEXLICO {EDDY I'TUE PETROLEUN CORP | | PAYOUT (YRSI! 0.00
62 |0, 10, {100. (13,64 1385140 |,325510 | |
o S | i SRR EEPHS F R T S Y e Ty LT LR BTy e
64 |0, 10, j1.0 | { | | |
45 |30000, | 2000000, |20, 120, } 1 )
T6 {420000. (1.0 ( | I | | |
86 {2.20 { { 110, { { i |
90 |.0309 1.0369 1.04 . N | | i i
“lommmmmeeen | Ton e ——— 2T memmcnn 37 Y 57- Cemef e —————
\
CALCULATED AVERAGE ANNUAL DATA USED
PERCENT ESCALATIONS  DECLINE
,—eemme— et e ————— ) . ) RATES
878 OPRING  OjL GAS OPRTG  EXPENSE REYENUE 878 CAPITAL SEVERANCE .AD VALOREM ~—c—cveve
EXPENSES PRICE PRICE EXPNS  INTEREST INTEREST  INVESTMENT TAX TAX 0L  GAS
amey/MOmm  mcfee wmFuen mnfe= eccememccse  ccaccemce- -$ s s ~%~ =X-
0. 0.0 0.0 ° 0,0 0.0000000 0.0000Gs3 0. Be 0, 0,0 0.0
175, 10.0 10,0 0.0 0.3851400 0.3255100 620069, 10625, 11738, 0.0 0.0
829, 10,0 10.0 T.0 0,3851400 0.3255100 0. : 9766, 10789, 16.7 16.4
aeT. 10.0 10,0 7.0 0.3851400 0.3255100 0. 2985, 9925, 16.4 18.4
949, 16.0 10.0 TeO . 0.3051400 043255100 0. 8272, 9141, 13,2 164
1016, 10,0 10,0 7.0 0.3851400 0,.3255100 0. 1594, 3387, 1T.9 16.4
1016, 10,0 10.0 0,0 0.3851400 0.3255100 0. 6989, 1721 15.6 18.4
1016, 100 10.0° 0.0 003851400 0,3255100 O 64638, Ti15. 14,8 1644
1016, 10,0 10,0 0,0 0,3851400 - 0,3255100 G 5314, 6537, LTe4 L16.4
1016.  10.0 10.0 0.0 0,3851400 0,3255100 0. 5440, 6012, 15.8 16,3
1016 10.0 10,0 0.0 0.3851400 0,3255100 Oe 4988, 5509, 1848 16.4
1016 10,0~ 5.1 0.0 0,3851400 0,3255100 0. 4416, 40681, 15.4 16.3
1016. 10.0 0.0 0.0 0,3051400 ©0,3255100 0. 3130, 4131, 1644 16.%
10t6. 10.0 0.0 0.0 0,3851400 0.3255100 a,. 3151, 3495, 1643 16,5
1016 1.2 0.J 0.0 0,385i400 0,3255100 0. 2634, . 2924, 1649 1644
1016, 0.3851400 0,3255100 0. 12650, . 14041,



ViiE PETRGILTUN ne
3303 LEE PARKWAY '
DALLAS, TEXAS 75219 |

ECONDNIC ANALYSLS OF PRECICTED FUTURE PERFORMANCE e ‘ 4
AS OF JuLy 1, 1979 '

LEASE 1 PEICO STATE NOD. i’j;
FLELD t PARKHWAY '
STATE t NEW MNEXICO
COUNTY 1 EuDY .
OPERATOR: THE PETROLEUM CORP ,
) !
YEAR GROSS OlL NET OIL GROSS GAS NEY GAS REVENUE OPERAYING NETY FUTURE NET CUMULATIVE CUMULATIVE
€ENO (NG PHACUCT(ON PRODUCTION PROOUCIION PRODUCTION ¥Q NET .. COQSYS PLUS CAPITAL INCOME AFTER FUTURE NEY PRES WORIH i
) INTEREST AD VAL TAX INVESTMENT INVESTYMENT INCOME 015C 10.0%
-—n e - -—-BOL--—-- ---BBL---— ——-HCF-_--- ""-MCF-""- —-u—--‘--—'u --“‘..----- ‘- ; ‘——-—- LYY T T -—--‘--—-— .‘
CURULAT LVE ‘ » . i
0or-01-79 O. T U ! ) ’ ' ' f
| 06-30-30 e . 0. 0. 5. . o. 320001,  -320001. ~32000i.  -320001. 4
~ 06-30-~01 13%00. 5440. 33806, 1366%. ° 193480 . L3133, Ce 180347, ~139485%4, ~163879.
06~-30-82 171300, 6996, 43200, 17471, 270508, -. 18508, Oe 252000, 1123486, 3489).
04~30-32) 15000, 6066, 37600, 152064 256177, . 18429, 0. 237148, 350094%. 20}204.
06-30-84 13000. 5257, 32600, 13184, 242502, 18413, 0. 224089, ST4183, 351137,
. 06-30-85 11300, 4570, 28200. 11405,  .230217, 18494, e 211723, 783906, AT6483.
© 08~30-84 9800, 3963, 24400, 9868, 210422, 178Ts. Q. 192744, 978652. 580220.
06-30-87 8400, 3. 21100, 8533, 1804863, 16455, O 164408, 1143060, 6606461,
06-30-82 1300, 2952. 18300. T401. 157464, 15489, O, . 141915, 1285035, 123811,
06~30-89 6300, 2548, 158040. 6390, 136170, 14610, 0, 121560, 1406595, 172965,
066-30-~-90 5500, 2224, 13700. -5541. 119036, 13902. a. 105138, 151173, . sl16t3.
06-30-91 4100, 1901. 11900, " 4813, 102084, 13202, Je 88884, 1600615, 841316,
06-30-92 4100. 1658, 103040, 41664 891624 12668, 0, 16494, 1677109, 8645355,
06-30-91 3600, 1456, 8900, 3599, 70318, 12221, 0. 66097, 1743206, 882810,
06-30-94 3100. 1254, 7100, 3114, 67604, 11778, 0. 55826. 17199032, 894827,
sus YdYAL 122900. 49702. 307500 124360, 2334011, 214978, 320001, 1799032, 1799032, 896827,
THEREAFTER 17100, 6916, 42%00. 17269, 378499. 138704, O 239715, 2030747, 928150,
TQIALS 140000, 56618, 3sgzo0. 141629, 2712510, 353782, 320001, 20381417, 20138747, 926150,
ULT IMATES 140000, ' 350200,
INCOME BEFORE AND AFTER CAPITAL CNSTS BEFORE AFTER
QISCOUNTED 12,0 PCI/YEAR ~ & 1123225, 809225,
CI1SCQUNTED 14.0 PCT/YEAR ~ % 1028094, 708094,
DISCOUNTED 16.0 PCT/YEAR - % 941211}, 621210,
o ‘\:\m«.ﬂﬁfe% E i A L T - PR N e I
B
1
|
; {




ITNPUY DT ’ .

....... FORS PR X LT T oty | JISVIUPIoIY & PRSPPIy S SUNSUSINUSIUOy | SIS,

!

LEASE, FIELD, OTHER DATA 1 4} |pevco STATE No.,t Z  IPARKHAY ] } | LIFE (YRS} 31 28,71
STATE, COUNTY, OPERATOR 1 46 INEW MEXICO |eDDY {THE PETROLEUM CORP | | PAYOUT (YRS 0,00
DIL WELL PROJECTION . 1 60 }0. {o. 11000, 128,00 1.516130 i 404419 |1, . |
—Jammm—————— 5 EIRTYSPRE 2T mcmm by R Al-meace vl m—a———— 6T=mmmmmeaa
PRODUCT 1ON DECLINE T 84 }0, }o. 1125 | | 11425 ] |
1 85 |1500, 11500, 12.25 12500, 12500, ] ] |
1 66 11500, ) 1140000, { I . | 1 \
CAPITAL EXPENDITURES 1 16 820000, {.01 | | | | | |-
GAS PRICE ESCALATION 1 86 t1.67 e 044 i1.0 | | | | |
TAXES AND PAYDUY - T 90 }.0309 1.0359 1,04 1 } { { }
clecmem—— e ¥ LELBCTEUAT Y SUPEETETES § EERT T PNYY ST TP § PN ~——b - -
CALCULATED AVERAGE ANNUAL DATA USED
PERCENT ESCALATIONS DECLINE
: . ; RATES
YEAR on GAS 8/8 OPRING  OIL GAS OPRIG  EXPENSE REVENUE 8/8 CAPITAL SEVERANCE AD VALOREN <=c=cwcees
ENDING PRICE PRICE EXPENSES PRICE PRICE EXPNS  INVEREST INTEREST  INVESTMENI rAg TAX OIL  GAS
mmecccse ~$/BBL~ =$/MCF= ~==§/HQ=-= ===~ cofe= e==- cocecmcnsme  coneaae von  mmanmg ~l s -3- -~
06-30-8C 29,367 1.670 Oe 0.0 0.0 0.0 0. 5[61300 0.4044190 620000, - 0. 0. 0.0 0.0
G46-30-81 32.303 1.714 e3a. 10.0 2.6 0.0 0.5161300 0.4044190 0. 4315, 7992, 0,0 0.0
06-30-82 235,534 1,758 1184, 10,0 2.6 42,7 G.5161300 0.4044190 0. 8a1s. 11173, -28.0 -27.7
06-30-83 39.087 1.802 1267, 10.0 2.5 7.0 0.5161300 0,.4044190 0. 8337, 10581, 13.3 13.0
06-30-84 42.996  1.846 1356, 10, 2.4 7.0 0.5161300 0.4044190 0. 7682, 10015, 13.3 13,3
06-30-8% 47,295 1.890 1451, 10,0 2.4 Ted 0.5061300 0.4044190 0. 474, 9508. 13.1 13.3
056-30-86 50,000 1.934 1451, 5.7 2.3 0.0 0.5161300 0.4044190 0. 6827, 8690, 13.3 13.5
05-30-87 50,000 1,978 1451, 0.0 2.3 0.0 0,5161300 0.4044190 g, 5871, 7469, l4.3 13.5
04-30-88 50,000 2,022 1458, 0.0 2.2 0.0 0.5161300 0.4044)90 0, 5113, 6503, 13.1 13.)
06-30-89 S0.000 2,066 1451, 0,0 2.2° 0.0 0.5161300 0.4044190 0. h624, 5824. 13.7 13.7
06-30-90 50.000 2.1il0 1451, 0.0 2.1 0,0 0.5161300 0.4044190 0Oa 3867, 4916, 12,7 13.)
06-30-91 50.000 2.154 1451, 0.0 2.1 0.0 0,5161300 0.4044190Q a. 3320. 4216 145 1341
06-30-92 5S0.000 2,198 1451, 0.0 2.0 0.0 0.5161300 0.4044190 0s 2900, 3682, 12,8 13.4
06-30G-93 S0.000 2,242 1451, 0,0 2.0 0.0 0.5161300 0,404419Q 0. 2544, 13235, 12.2 13.%
06-30-94 50,000 2.2006 1451, 0.0 2.0° 0,0 0.5%61300 0,4044190 0. 2200, 2792, 13.9 13.5
THERE . ,
AFTER 50,000 2,610 1451, 045161300 04044190 04 12348, 15634,
I | :
H i :
2 ) - :
! '
g b " —-:.a.(w ;
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FHE PETROLEUN CURP
3303 LCE PARKHAY
UALLAS, TEXAS 75219

LEASE  t PARKWAY WEST NO. 6
FIELD 3 PARKWAY [HORROW)
STATE ¢t NEW MEXICO
COUNTY : EDOY
OPERATUR: THE PETRULEUM CORP

YEAR GROSS OIL  NET OIL

ENDING PRODUCTION PROOUCTION
-------- —==BUlw=mm ===BOL=—=-
runﬂLarlve
07-01-79 0. .
0¢-30-80 5200, 1693,
06-30-81 9C00. 2930,
06-30-32 7600, 2474,
06-30-83 6300, 2051.
06-30-84 5300. 1725.
06~30-85 4400, 1432,
06-30-86 3100, 1204,
06-30-87 3100, 1009.
06-30-88 2600, 846.
06-30-89 2200, TL16.
06-30-90 1800. 586,
06-30-91 1500. 488,
06-30-92 1300, 423,
06-30-93 1000. 326.
06~30-94 880, 206,
SUB TOTAL 55880, 1e1s9.
THEREAFTER 4300, 1400,
TOTALS 60180. 19589.
ULTIMATES 60120,

Bl Fey o 5

ECONOMIC ANALYSIS OF PREDICTED FUTURE PERFORMANCE

GROSS GAS
PRODUCTION

~eeMCFommn

0.

258200.
451900,
3717700,
315700,
263800,

220500,
184300.
154000,
128700.
107600,

89900,
15100,
62800,
52500,
43900.
2786600,
213400,
3000000,

3000000,

AS OF JULY 1, -
g
: .
H -—
b é;;7J 3
NET GAS  REYENUE  OPERATING NET FUTURE NET  CUKULATIVE
PRODUCTION  TO 'NET  COSTS PLUS  CAPITAL  INCOME AFTER FUTURE NET
, INTEREST AD VAL TAX INVESTHENT  INVESTHENT 1NCONE
L T Y Tt s ]
84047.  201546. 10038, 0. 191508, 191508.
147098,  387518. 19664, 0. 367854, $59362.
122945. 358703 18635, 2e 338068, 897430,
102764, 327649, 17698, 0. 309951, 1207361.
85c70.  301399. 168%. 0. 284503, 1491884,
T1T75.  276902. 16186. 0. . 260716, 1752600,
59991,  254765. 15267, | 0. 239498, 1992098.
50129.  234242- 14416, 0. . 219826, 2211924,
41893.  215425. 13635, 0. 201790. 2413714,
35025,  198397. 12923, ° 0. 185469, 2599103,
29263, 181891. 12243. '0. 169648, 2768931, .
24446, 160576, 11358, 0. 149218, 2910049.
20442, 136538, 10360. 0. 126178, 3044227,
17089. 114331, 9438. 0. 104893, 3149120.
14290. 96455, 8696. 0. 81759, 3236879,
907067. 3444337, 207458. 0.  3238879. 3236879,
694640 469226. 101211, 0. 368015, 3604894+
976531, 3913563, 308669, 0. . 3404894, 3604894,
INCONE BEFORS AND AFTER CAPITAL COSTS BEFORE
DISCOUNTED 12,0 PCT/YEAR - § 1802840,
OISCOUNTED 14.0 PCT/YEAR ~ ¢ 165894¢,
DISCOUNTED 16.0 PCT/YEAR - $ 1535555,

L I s TP S

1979

CUMULATIVE °
PRES WORTH
DISC 10.0%

S P,

182596, "
501446,
767838,
98v872.
1175149,

1329500.
1458399,
1545955,
1655711,
1730707,

1793070,
1842936,
1881269,
1910239
1922272,
1932273,
1972567,

19725487,

AFTER
1802840,
16568949,
1535555,
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LEASE, FIELD, OTHER DATA t 41 |PARKWAY KEST NO. & | PARKHAY (MORROW) | B | | LIFE (YRS) 1 32,4
STATE, CUUNTY, OUPERATOR 1 46 |NEW HEXICO EDDY PETROLEUN CONP ~ | { PAYOUT (YRS): 0.0

GAS WELL PROJECTION. r 62 |0, 10. 100, 113,64 $325530 {
S SR UL [ CEEEE LR Py R R L bt L Y T T B N X CL L T e
PRUODUCT ION DECLINE t b4 0. 0. 10.5 | | | |
1 65 }45000, ] |3000000. |20. | i 1
GAS PRICE ESCALATION t 86 |2.20 | | {10, | { {
TAXES AND PAYOUT 1 90 ].0309 |.0369 1,04 | { | i
e A T el b B 3 L e ] et ] ¥ LTSS TRAY'Y |

CALCULATED AYERAGE ANNUAL DATA USED

PERCENT ESCALATIONS . : DECLIN
: - : : , - RATES
YEAR oI GAS  8/8 OPRING OIL  GAS '~ OPRTG  EXPENSE REVENUE  8/8 CAPITAL SEVERANCE AD VALOKEM :
ENDING PRICE PKICE  EXPENSES  PRICE . PRICE EXPNS  INTEREST INTEREST  INVESTNENT  _ TAX . TAX . OIL ©
mmvmmoem =3SUBL= ~3/MCF=  —==$/M0-m= ==Res mmFr= —ofem —mmcemmmee  m—meea s $ $omem = -
06-30-30 14.306  2.200 362, 0.0 0.0 0.0 0.3851400 0.3255100 0. STl 8365, 0.0 @
06-30-81 15.736 2.420 775. 10,0  10.0 114.0 043851400 0.3255100 0. . 1458l 16083, -T3.0 ~T4
06-30-82 17.310 2,662 829, 10.0 .10.0 1.0 0.3851400 0,3255100 0, 13400, 14804, 15.6 16
06-30-83 19.041 2,928 887T. 10.0 10.0 7.0 .0.3851400 0,3255100 0o 12311, 13598, 17.1 16
06-30-84 20.945 3,221 949, 10,0 10,0  T.0 0.3851400  ©0.3255100 0. 11322, 12509,  15.9 16
06-30-B5 23.040  3.543 1016, 10.0 10,0 7.0 0.3851400 0.3255100 . 0. 10403, 11492, 17.0 16
06-30-86 25.34% 3,897 1016. 10,0 10.0 0.0 0.3851400 0.3255100 0. 9571. 10573, 15.9 16
06-30-87 27.878 4,251 1016, 10,0 10.0 0.0 0.3851400 0.3255100 0. 8799, 9722, 16.2 16
. 06-30-88 30.666 4.T16 1016. 10,0 10.¢ 0.0 0.3851400 0.3255100 0. 8¢32. B9%i. 16.1 16
06-30-89 33.73z  5.187 1016. 10,0 10.0  0.0° 0.3851400 0.3255100 a. 1450, B234.  15.4 16
06-30-90 37.105 5,706 1016« 10,0 .10.0 0.0 0.,3851400 0.3255100 0. 6834, 7549. 18.2 16
06-~30-91 40.816  6.000 1016. 10,0 5.1 0.0 0.3851400 0.3255100 0. 5027. 6664. 18.7 16
06-30-92 44.898  6.000 1016, 10.0 0.0 0.0 ©.3851400 0.3255100 0. 5113, 5666. 13.3 16
06-30-93 49.387 6,000 1016, 10,0 0.0 0.0 0.3851400 0.3255100 0. 4281. . AT44, 23.1 16
06-30-94 50.000 6,000 1616, 1.2 0.0 0.0 0.3851400 0.3255100 0. 3606. 4002, 12.0 16
THERE

AFTER 50.000 6.000 1016, 0.385140Q0 0.3255100 0. 17542. 19471,

DL 5§ S SDrrtoae e e e T TR i e 2o B S e Yo st v e SreTh vealal e e e TERIT  T  L  n  a e
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THE PEVROLEUR Cunp
3103 LEE PARKwAY oo
DALLAS, TEXAS 75219

ECONOKIC ANALYSIS OF pPREDICTED FUTURE PERFORMANCE

AS OF JuLY 1, 1979
LEASE 1 PARKWAY WEST ND, 9
FIELD  : PARKHAY (KORROW)
STATE  t New KEX1CO
COUNTY t gpoy -
OPERATOR:T THE PETKULEUM CORP .
f
YEAR GROSS OIL  NET Q1L  GROSS GAS NET GaS . REVERUE _ OpPemraTiNG NET - FUTURE NEY  cuNuLATIVE CUNULATLVE
ENDING PRODUCTION PRODUCTION PROOUCTION PROOUCTION ° Tg NET  COSTS Fius  capltTaL INCOME AFTER FUTURE NET " PRES NORTM
. _ INTEREST AD vAL Tax INVESTMENY INVESTHMENT INCOME O1sC 10.0%
----- - omm ---eug_---- -~-a°L-—-- ---HCF---- _--"CFa--- ----‘---- ----—’-—--- ----‘---—- -..--‘--_-- B _-....‘----- ..-.-‘-----
CUMULAT Ive '
0 7"0 l‘ 7 9 0 * 0.
06-30-80 0. o. 0. , "0, 0. - 0. 0. 0. 0. 0.
06-30-p} 8500, 2148, 329600. 107288, 262819, 15319, 238701, 28713, 28713, 24889,
06-30-82 5500, 1790, 275500. . 85478, 239946, 14620. 0. 245126, 274039, 218203,
046-30-33 4600, 1497, 230400. 14998, 239134, 14025, 0. 225109, 499148, 379440,
06-30-84 31900. 1269, 192400, 82693, 2202s3, 13528, 0. 2061258, T0S873. 514085,
046-3C-853 3200, 1042, 151000, 52407, 202090, 1308), 0. 189009, 894882, 625933,
06~30-86 2100, 879, 134600, 43014, 186045, 12415, 0. 173630, 1068512, 119632,
06-30-07 2300, 149, 112500, 36620, 171429, 11309, " D 159620, 1228132, 797531,
06-30-48 1900, 618, 94100, 30630, 1575¢0, 11234, Oe 146269, 1374401, 652591,
06-30-89 1600, 521, 18600, 25585, 144850, 10706, 0. 134144, 1508545, 916614,
06-30-90 1300, 423, 65709, 21386, 132747, 10203, 0. L 122544, 1631009, 96108].
06-30-9] 1130, 3sa, 55000, 17903, 117618, 9575, R 108043, 1739132, 997947,
06-30-92 920. 299, 46000, 14973, 99556, 0825, 0. 90731, 1829863, . 10255s),
06~30-93 170, 251, 38400, - 12500, 84226, 8189, g. 76037, 1905900.  10465%;.,
06~30-94 640, . 208, 32100, 10449, 10474, 7618, 0. 62856, 1968756, 1062133,
SUB ‘TOTAL 37030, 12052, f8s6100. 800924, 2368687, 161144, 238707, 1968756, 1968756, 1062333,
THEREAFTER 3t00, 1003, 153900, 50096, 338380. 87148, 0.° zsoa;z.' €219308. 1092107,
TOTALS 40130, 13061, 2000000, 651020, 2707067, 248892, ziszg1¢ 22191880, 2219388. 1092107,
ULTIMATES 40130, 2000000,
INCOME BEFORE AND AFTER CAPITAL €OSTS B8EFORE AFTER
OISCOUNTED 12,0 PCT/YEAR ~ § 1177400, 975943,
DISCOUNTED 14,0 PCY/YEAR - 1074254, 878075,
DISCOUNTED 16,0 PCT/YEAR - & 985864, 1947137,
: 7‘2,30
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LEASE, FIELOD, OTHER QOATA t 41 |PARKWAY WEST NO. 9 [ PARKKAY (MOARROMW) ]

STATL . COUNTY, OPERATOR

CAS WELL PROJECTION

PROOUCT {ON DECLINC

CAPITAL EXPENDIVURES
GAS PRICE LSCALATION
TAXES AND PAYOUT

YEAR

L] { N GAS
ENDING PRICE PRICE
wemsseces w3 /80L~ ~$/MCF~
04-30-80 0.000 0.000
06-30-81 15.736 2.420
. 06-30-82 17.310 24662
06-30-83 19.041 2.928
06~30-84 20,945 .22
04~30~0% 23.040 3,543
06~30-86 25.344 3.897
06-30-8T7 27.878 4,287
06-~30-88 30,666 4.716
06~30-89 313,732 5.187
06-30-9Q 37,105 5.706
26-30-91 40,816 $.000
06-30-92 44,096 6.000
06-30-93 47,87 6.000
06-30~94 50,000 6,000
THERE
AFTER $0.000 60000

B
7
?ﬁ
i
"4;‘»5’
g .
Z
5
o
ey’
.

el b e e N0 S A S T 3 by e T 1 e T iAo

// dan'

DATA ‘r

tRNPUT

—7Q~-ﬂ---;ﬂi—-"7-“-5‘—-'-.‘--21-@-“'-“37-“‘-‘-“‘7-‘-‘

t 46 |NEW MEXICO |EDOY TUE PETROLEUN CORP
1 62 |0, 10 700, P13, 64 14305140 | B23510 |
o L 1loveemn- wnldleccnuncan)funcinanorhonanarnacfjennnnanneplacaccanan
1 64 |0, 0. 1.0 | [ { l |
1 65 {30000, | 12000000, . {20, f20. | { |
1 T6 1620000, 1. | ! | - | |
t 86 [2:20 | | {10, | | | i
¢ 90 },0309 1.0369 {e04 . .1 { { i
almec—a————— ' DTy S, SR 3 | PRIIVRSREpY Y, FITOIILIIA 3 NI L SR

CALCULATED AVERAGE ANNUAL OATA USED
PERCENT ESCALATIONS ‘

- -owa

8/8 OPRING OIL GAS  OPRTG EXPENSE REVENUE 8/6 CAPITAL SEVERANCE

o fl W

l LIFE (YRS)

PAYOUT (YRS}

. AD VALOREM

EXPENSES PRICE PRICE EXPNS  INYEREST INTERESY  INVESTMENT TAX TAX
cem /MO mm  ~=fem cwfes  cofee ammmace—- - -~ = 1) ‘ (1 s
0. 0.0 0.0 0.0 o.oooooao 0.0000000 a. Q. 0.
175. 10,0 10,0 " U.0  0,3851400 ©0.3255100 620000, 10625. 11738,
829, 10,0 10.0 7.0 0,3851400 0.3255100 0. i 9766, 10789,
3a7. 10.0 10.0 T«0 0,3851400 0.3255100 Q. 8983, 9925,
949, 10.0 10.0 TeO . 0.3851400 0,3255100 0. 8272, 9141,
10164 10,0 0.0 7.0 0.,3851400 0.3255100 0. 71594 - 8387,
1016, $0.0 10,0 = 0.0 0.3851400 0.3255100 0. 6989, 7121,
1016, 10,0 10,0 0.0 0.3851400 0©0.3255100 0. 6438, 7115,
1016, 10.0 10.0 0.0 0.3851400 0.3255100 0. : 5916, 6537,
1016, 16.0 10.0 0.0 0,3851400 0,3255100 . . 5440, 6012,
1016. 10.0 10.0 D20  0.3851400 043255100 C. %9088, 5509,
1016 10,0 ° 5.1 0.0 0.3851400 0.3255100 0, 4416, 4881,
1016. 10.0 0.0 0.0 0,3851400 ©0,3255100 0, 37130, 4131,
1016, 10.0 0.0 0.0 0,3851400 0.3255100 0. 3151, 3495,
1016, 1.2 0,0 0.0 0,3851400 0.3255100 Q. 2634, . 2924,
101h. 0 353851400 . 0.3255109 O. 12650.. 14041,

30,70
Q.00

DECLINE

ATES

aiL

-‘-
g¢.0
0.0
16.7
16.4
15.2

17.9
15.6
1%.8
1T.4
15.8

18.8
15.4
16.4
16.3
1669

18,
16.



THE PETROLEUN COAP
33U3 LEtE PARRKAY
DALLAS: TEXAS 75219

LEASE 1 PEICO STATE NO. £ 3
FIELO 1 PARKHAY
STATE & NER MEXICD
COUNTY 1 EUDY
OPERATOR: THE PECROLEUH CORP
YEAR GuCess OIL  NET OIL
ENDING  PMOOUCT{ON PROOUCTION
- - - -—-au._-——- ---BDL---—
CUMULAT IVE
07-01-79 0.
06-30-30 0. 0.
06-30-81 13500. 5460,
06-30-82 11300, 6996.
06-30-83 15000, 6066
08-30-84 13000. 5257,
06-30-85 11300, 4570,
06-30-86 9800, 1963,
. 06~30-A7 8400, 1397,
© 06~30-08 11300. 2952.
06-~30-89 6300, 2548,
06~30-90 $500. 2224,
0£~30-91 4700, 1901.
06-~30-92 4100, 1652,
06‘30‘93 3609.. 1456.
06-~30-94 3100. 12544
SUB YOTAL 122900. 49702.
THEREAFTER 17100. 8916,
TOTALS 140000. 56618.
ULT IMATES 140000,

ECONORIC ANALYS1S OF PREDICTED FUTURE PERFORMANCE
AS GF JuLyY L, 1979

GROSS GAS
PRODUCTION

PYY Y
0.

[+
33600,
43200,
31600,
32800,

28200,
24400,
211004
18300.
15800.

13700.
11900,
10300.

8900,
7100.

307500.
42700,

350200.

350204,

NEY GAS
PRODUCTY 10N

-~~NCF--=-

0,
13669,
174711,
15206,
13184,

11403,
9048,
85313,
1401,
6390,

-5541.
T 4813,
4146,
3599,
3114,
124340,
17269,

145629

REVENUE
TQ NET .
INTERESY

R P

0.
193480,
270508,
256177,
242502,

.230217.
210422,
10G063.
157464,

136170,

119038,
102086,
891624
70318,
67604,

2334011,
378499,

2712510,

OPERATING
COSTS PLYUS
AD VAL TAX

-

0.
13133,
. 18508,
18429,
18413,

18494,
17676,
16455,
15489.
14610,

13902.
13202.
12668,
12221,
11778,
214978,
138764,

353162,

NETY
CAPITAL
INVESTMENT

emmfeanaa

32004,
Qe
Qe
0.
0.

'

Q.
0.

320001.
G.

320001.

INCOME BEFORE ANO AFTER CAPITAL COSTS
OISCOUNTED 1240 PCT/YEAR ~ §
OI1SCOUNTED 14,0 PCT/YEAR =~ 3
DISCOUNTED 1640 PCTI/YEAR - §

FUTURE NET  CUMULATIVE
INCOME AFTER FUTURE NEV
INVESTKENT INCOME
-—_—-‘—---- —---‘_Q-_-
~32000]. -320001,
180341, ~139654,
252000, 112346,
237748, 350094,
224089, S$T4103,
211120 785908,
192746, 918652,
164408, 1143060,
141915, 1285035,
121560, 1406595,
1051356, 1511731,
eegs4, 1600615,
16494, 1677109,
66097, 1743206,
55826 1799032,
1799032, 1799032,
239715, 2030747,
2038747, 2038747,
BEFORE
12129225
1026C 4.
941211,

T

CUMULATIVE
PRES MORTH
0I1SC 10.0%

B g Db ad

-320001.
-183479.
3409).
205204.
351137,

AT6483.
$80220.
660661, -
123811,
172965,

sllé13.
8411316,
864555,
882319,
894827,

896827,
‘928150,
928150,

AFYER
809225,
708094,
¢21210.




INPUTY gaqpa

_7----------;7--------_27---_-----37-.----.--47_- ...... ~57--—~~~---67~---—~---

LEASE, FIELD, Ornen OATA 1 4 (PETCO STATE wNoO, ;,g |PARKWAY { | Lire {~asiy 28.71

Stare, COuNTY, OPERATOR ;1 44 INER HEXICO / {€0oY | Pavyour ‘YRS)1 0,00
OIL wWeLL PROJECT 10N ! 60 |o, 0, 11000, 128,00 |
ARt LITECE N 3 LTS, “m=3Temen. 3 ST .
PRODUCY jON DECLINE t &4 |0, {a, f1.25 |
‘ 1 6% |i500,. }1s00., l2.25 f 2500,

1 68 1500, | [140000. !
CAPITAL EXPENDITURE S t 76 |s20000, ].01 | |
GAS PRICE ESCALAT ION 86 11.67 te 044 iteo |
VAXES AND pPavour t 90 }.0309 1.0349 l.04

-1----------‘7---------27-------;-37-----.-~

-

CALCuLa TED Aveg RAGE

Rsidod ot R

PERCENT escaiations ) . ’ DECLINE
----—-----o-n-—-s&-. . . . .‘ . R‘IES
YEAR QL c 8/8 OPRYNG g GAS  agpPrTG EXPENSE REVENUE 8/8 CAPITAL SEVERANCE ap VALOREN  aea 0. _
ENDING  pprjce PRICE EXPENSES  parce PRICE Expns INTEREST INTEREST INRVESTMENT TAN TAX 0It  Gas
had LU T, —,/'lolq —’["CF- -~ ‘[“0--0. —-:.—- --.x—.. --.z-- - e me .- ----—‘----~ -----1--.-- -----‘-—-— -x— “:"
06-30-80 29,347 L8670 0. 0.0 0.0 0.2  0.5161300 044044199 620009, - 0. 0. 0,0 9o.0
06-30-81 32,303 1: 714 830. 0.0 2.6 0.0 0.5181390 0.4044190 0. ‘6315, 7992, 0,0 o.¢
06-30-82 35,53 l.753 1184, 10,0 2s8 42,7 0.5161300 0.4044]199 "0, 8d1s, 11173, <28.0 ~27.7
06-30-83 39,057 i.802 1267, 19.0 2.5 7.0 0.51s1300 0.4044]190 0. 8337, 10581, 13,3 3.
06-30~84 42,994 1.84¢6 1356, 10,0 2.4 7.0  0.5161300 0.4044199 0. 1882, 10015, 13,3 3.,
06-30~95 47,295 1.89¢ 1451, 0,0 F Te0  0.5161300 044044190 0. ’ 1474, 9508. 13,1 3,5
86-30~86 s50.00¢ 1.934 1451, 5.7 2.3 0.0 0.5161300 044044190 0. 6827, 8690, 13.3 3.5
06-30-87 s0.00p 1.978 1451, 0.0 2.3 0.0 0.5161300 044044190 0. 5371, T46%9. 14,3 }3.5
08-30-88 50,999 2.022 1451, 0.0 2.2 0.0 0.5161200 0.4044)9¢ . Sit3, 6503, 13.1 13,3
06-30-89 s0,000 2.068 1451, 0.6 2.2° 0.0 0.5161300 3.404419¢ 0. 4424, 5624, 13,1 13,7
06-30-90 s50.0qg 2.110 1451, 4.0 2.1 0.0 0,5161300 0.4044)199 0. 3887, 49180 12,7 3.3
06~30-91 50,009 2.154 1851, 0.0 2,3 0.0 0.516130q 0.404419¢9 0. 3320, $216. 14,5 3.
06-30-93 30,000 2,198 145), c.0 2.0 0.0 0.5161300 0.404419g 0. 900, . 3682, 12,8 3.4
06~30-93 50,909 2,242 1451, 0.0 2.0 0.0  0.5161300 044044190 0. 2544, 3235, 12,2 13,6
06-30-94 50,000 2. 286 1454, 0.0 2.0°  g.0 0.5'61300 0,4044)99 c. 2200, 2792. 13,9 13,5
THERE : . SO
AFTER 50,000 2,510 145§, 0.5131300 0.404419¢ o, 12348, 15634,
/ ] )
i ;
Nt gt oy OB iy W - ) A % \&‘ﬁ




JAMES L. OOW
CHARLES A.FEE

DOW & FEEZER, P A,
| ATTORNEYS AT LAW

RN

:E' OOW BUILDING 8B88-2185
Z,E,'? { P.O BOX 128 AREA CODE 505
"%‘ A SV 1‘ hFaAo.uzw MEXICO 88220

| ‘ i

1 .

G enna o o Neyember 26, 1976

SANTA [

Mr. Daniel Nutter
0il Conservation Commission
P. O. Box 2088

_Santa Fe, New Mexico 87501

Re: Amax Chemical Corporation
Extension of R-111A
Cause No. 6753.

Dear Mr. Nutter:

Following my conversation with you this date at approxi-
mately 11:15 a.m., I rechecked the lands in Section 27, Township
19 South, Range 29 East, Eddy County, New Mexico, which are
covered in our Application for inclusion in R-111A case 6753
and find that these are State leases, not federal.

Our information is that the Petroleum Corporation of
Delaware, who receives a copy of this letter, has filed an
Application to drill 650 feet from the North line and 1980 feet
from the East line of the above section. This would be within
€00 feet of the test hole described in paragraph 3 of our Appli-
cation now pending with you.

I would, therefore, request that their Application to drill
on this State land be deferred until the Hearing Examiner can

determine the facts as set forth in our pending Application
No. 6753.

Respectfully submitted,
DOW & FEEZER, F. A.

CAF:ah C. A, Fecezer —~J ()

cc: Mr. Bob Rrown
cc: Mr. Bob Kirby
cc: Petroleum Corporation of Delaware



Docket No, 45-79

Dockets Nas. 1-80 and 2-80 are rcontatively set for January 3 and'16, 1380, Applications for hearing must be
filed at least 22 days in advance of hearing date.

DOCKET: EXAMINER HEARING - WEDNESDAY -~ DECEMBER 12, 1979

9 A.M. - 011 CONSERVATION DIVISIOR CONFERENCE ROOM,
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

The following cascs will be hcard before Daniel S. Nutter, Examiner, or Richard L. Stamets, Alternate Examiner:

ALLOVABLE:

CASE 6752:

CASE 6754:
CASE 6755:

CASE 6756:

CASE 6757:
CASE 6758:

CASE 6719:

CASE 6753:

(1) Consideration of the allowable production of gas for January, 1980, from fifteen prorated
pools in Lca, Eddy, and Chaves Counties, New Mexico.

(2) Consideration of the allowable production of gas for January, 1980, from four prorated
pools in San Juan, Rio Arriba, and Sandoval Counties, New Mexico.

Application of Bill Stapler for a unit agreement, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks approval for the Quark Unit Area, comprising 11,200 acres, core or less, of
State and Federal lands in Township 22 South, Range 34 East.

Application of Amax Chemical Corporation for the amendment of Order No. R-111-A, Eddy County, New

.Mexico, Applicant, in the above-styled cause, seeks the amendment of Ord-, No. R-111l-A to extend

the bouncaries of the Potash-0il Area by the inclusion of certainm lands in Sections 26 ard 27, Town-
ship 19 South, Range 29 East.

Application of Petroleum Development Corporation for a non-standard gas proration unit and an unortho-
dox location, Lea County, New Mexico. Applicanc, in the above-styled cause, seeks approval for the
urorthodox location for a well to be drilled 660 feet from the North and West lines of Section 15,
Township 19 South, Range 32 East, Lusk-Morrow Gas Pool, the W/2 of said Section 15 to be dedicated to
the well as a non-standard 320-acre proration unit.

Application of Dome Petroleum Corporation for water disposal, San Juan Connty, New Mexico.
Applicant, in the above-styled cause, seeks authority to extend the previously authorized water dis-
posal interval in its Santa Fe 20 Well No. 2 located in Unit F of Section 20, Township 21 North,
Range 8 West, Snake Eyes-Entrada 0il Pool, to include the perforated interval from 5756 feet to 5790
feet in the Entrada formation,

Application of Amoco Production Company for pool contraction and creatiom, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks the contraction of the vertical limits of the A.r Strip-
Bone Spring Pool to comprise the Middle Bcne Spring formation only, from 9300 feet to 9460 feet, anl
the creation of the Air Strip-Upper Bone Spring Pool to comprise said formation from 9180 feet to
9260 feet and the Air Strip-Lower Bone Spring Pool to comprise said formation from 10,100 feet co
10,400 feet. All cdepths ari from the log of the Amoco State FU Well No. 2 in Unit N of Section 25,
Towaship 18 South, Range 34 East, for which well applicant also seeks 51,310 barrels of discovery
allowvable.

Application of Amoco Production Company for a dual completion, Lea County. New Mexico. :
Applicant, in the above-styled cause, seeks approval for the dual completion (conventional) of its
State FU Well No, 1 located in Unit K of Section 25, Towuship 18 South, Range 34 East, to produce oil
from the Air Strip Upper and Middle Bone Spring Pools thru parallel strings of tubing.

Application of Amoco Production Company for a dual completion, Leaz County, Nes' Mexico,

Applicant, in the above-styled cause, seeks approval for the dual completion of its State "C" Tract
11 Well No. 11 located in Unit X of Section 2, Township 21 South, Range 36 East, to produce oil from
the Hardy-Blinebry Pool aud an undesignated Drinkard pool through parallel strings of tubing.

{Continued and Readvertised)

Application of Sam 4. Snoddy for an amendment to Order No. R-5521, Lea County, New Mexico,
Applicant, in the above~styled cause, seeks the amendment of Order No. R-5521, which authorizes the
directional drilling of the Federal Well No, 2 in Section 25, Township 20 South, Range 32 East, to
peswii the well to be bottomed within 400 feet of a point 1320 feet from the South and West lines of
Section 25,

Application of Sun 041 Company for an unorthodox location, non-standard gas proration unit, iaf{ill
findings, simultaneous dedication, and downhole commingling, Lea County, New Mexico. Applicant, in
the above-styled cause, secks approval for the unorthodox location of its Reeves Well No, 6, 060 feet
from the North line and 610 feet from the East line of Section 29, Township 20 -South, Range 37 East,
Eunont Gas Pool, to be simultaneously dedicated with its Receves Well No, 2 in Unit D of Section 29 to
a l60-acre non-standard pas proration urnit comprising the N/2 N/2 of Section 29, Also sought are
findings that the proposed well is necessary to effectively and efficiently drain that portion of the
prorvation unit which cannot be so drained by the existing unit well, and acthority to commingle Eumont
and Monument production in the wellbore of the proposed well.
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‘BY 'THE DIVISION:

This cause came on for hearing at 9 a.m. on De&ember /2
19 '7ﬂ » at Santa Fe, New Mexico, before Examinerxr Davtiel SMAJL/ ’i

NOW, on this day of December, 1979 ., the 3

Division Director, having considered the testimony, the record, ;

and the recommendations of the Examiner, and being fully advised

in the premises,

i FINDS:
(1) That due public notice having been given as required

by law, the Division has jurisdiction of this cause and the

; subject matter thereof. gi
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STATE OF NEW MCXICO
ENERGY AND MINCRALS DEPARTMENT
OIL CONSERVATION COMMISSION

[AN
)

©IN THE MATTER CALLED BY THE .o/
© OIL CONSERVATION COMMISSION OF ™.}
_ NFW MEXICO FOR THE PURPOSE OF

CONSIDERING:

CASE NO. 6753
Crder No. R-111-M-1

MOTION OF AMAX CHEMICAL RN
CORPORATION TG DISMISS
WITH PREJUDICF.

ORDER OF THE COMMISSION

This matter having come on befeore the Commission for its
consideration and there being no objection amdxkkexrexheimy
by Petroleum Corporation of Delaware for dismissal of its
Application for De Novo Hearing;

IT IS THEREFORE ORDERED, that Amax Chemical Corporation's
Motion to Dismiss is granted and that the Application of
Petroleum Corporation of Delaware for De Novo Hearing is
dismissed with prejudice.

,/// STATE OF NEW MEXICO

0It CONSERVATION COMMISSION

v ALEX J. ARMIJO, Mewmber

EMERY C. ARNOLD, Mewmber

JOE D. RAMEY,; Secretary
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