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ﬂ. Tak Fiiiaidd
Ofiice of the Secrc!ory
EODY AND LEA COUNTIIS, N. MEX.
Qil,
develepment Within Polas'n Arca
3¢ the purposc of :cu:!v-g the rules

Gas, and Potash Llessing and -

for concurrent operations in prospects |

ing for and development and production
of oll and gas and patash deposits owned

by the United Stales within the Potash’

Area and for the purpose of revising the
designated Potash Arca to which the re-
vited provisions are to be applicable, it
is ordercd as {ollows:

. The order of the Sccrét.an- of the In~

terfor dated February 6. 1939 (4 F.R.

. 1012), withheiding cortain lands In New

Mexico from application .or lcase under
the oil and gas provisions of the Mincral

Leasing Act of February 25, 1920 (61 -

" Stat. 437), s amended, which order was
- yevoked by order of the Secrctary of the

Interior dated October 16,1951 (16 F.R.

: 10669), shall contlnue to be revoked.
- The lands Cescribed in sald arder dated
Tebruary 6, 1939 (except the EWSEY.
soe, 24, and the EREY. WILSEY, Siz-

SWis, sec. 25, T. 20 S, R. 29 2., NM.M.,

* which were withdrawn from ail forms of -

b~ s specified heretn. ¢ =

. eriry by Public Land Cider N). 568, 14
" F.R. 1336),- which are orered for eil

and gas lecsing by said order dated Octo-
ber 16, 1851, shall conliniue to te open

" for ofl and gas leasing, This order shall
not affcct the currens status of land with -

respect to its being wiihdr awn from. or .

open for, eniry or leasinz. .

JI. Subject to the- provisions of I -
“*ebove, the piovislons of whe orcer of the

Bacrctary of the Intariar datad Ontoher

16, 1951 (16 F.R 10662), and the Patash -

Arca desiznated thereln are revised td

II1. 1. Oil and pas lcasc;r.. Each suce
cessful applicant for a nan-competitive

oll and gas ivase, and any partr awarded -
2 competitive lease, for iands inciuded in -

"the desiznated Potash Arca wiil be re=-

quired, £s a conditlon to the iiuanee of -
cuach lense, to exceute 2 stipulation azree- . -

{nr that:

(a) No welis will be dru'.cd for ofl or
2as except uprm approval of the Reglonal
Ol and Gas Supervisor of the Geolazical
Survey, i% being undorsiced that drliling
will be permitied only in the event that
‘it is satislactorliy estabiishied that such
arliling wili notb interfere with the mining

ol the Rezionnl OLl and Gas
of the Geolngicas Survey, would result in
undue wasle of polasn deposits or con-

" {stitute a hazard to or uviduly !nterfeve

with mining opcralions being conduzted
for the exiraciion of paiasa dcposm'

(e} When b 1y determined by the
Resional Ol [Aala] Gas Smcr\kor of the
Geoiogicnl Sau.oy aatication =

thay unltization

[

0 e

and recovery of potash Godesits, or the '
JInterest of the United Siates would best
.§be subserved thereby. - B
i {b) No wells will be drilied for oil ~r
ras at a location which, in the opinlen
Supervisor.

‘necessaty for ordcr!y otl and gas develop-
;ment and preper proteciion of potash
deposits, no well sitall be drilled for oll
'\or gas oxeept pursiant to o unit plan
‘approtcd by the Director of the Cco-
~logical Survey.

', (d) The . drilitng or th e nb'mdonm*n'
‘of any well on said lease shall be done in
‘gqeecordance with applicable ol 2nd 28

. ioperating rezulations lncludm-' sucn re~

.qu.r:mmts ‘rs the Regionai Gii or? Gas

. {Supcrvisor of the Geological Survey may

rnrcscribc as nceessary Lo prevent tiae in-
i filtration of oll. zas, or water into lorma-
mcms contalning potash deposits or into
{mines or tworkings belng utilized in lhu
‘;extractmn of such dcposits, | ;

The Reglonal Dl and Gas Sunvisor o(
' the Geolozical Survey in any action
i { taken undex item L (), (b)), (€), and ()
shafl take into enusid'-rauon recoms
; mendations of the Reglonal Miniug Su-
t pervisor of the Geological Survey and
applicable conservation rules and iegu=

*i lations of the-Oll Conservation Commis-

~opeiall o lease g

A oaaudyaslcases. As & con

! 'sion of the Siate of New Mexico.

tion
to the granting oi any renewal or exten-
islon of any existing lease embrazing
jands Included in'the designaied Fotnash
Area, the lessce will be required to exe-
cute a stipulation identleal to that speci-
fied in jtem 1 ), @, (¢}, ond (d)
hercof. -

3. Potash lccses. All potash permits
and leascs hereafler issued or exising

eral Jands within the deslgnated Potash
Area, shail be subject to a requirement
clther to be included in the lease or pes-
I mit or imposcd as a’stipulation, to the
eflect that no mining or exploratory op-
cratizns =4 ha sanduetad that in the
| aminton of the Reziona} Mining Supers

i visor of the Geolosical Survey, would

1 eonstitute a hazard to oil or gas produc-

tlon, or that would unrcaronably inter-
5 ferg with the orderly development and
production under any oll or gas lcase
7 issued for the same land.
4. Meps and surveys.
- ords and survey plats that an ofl and gas
* lessce must file' pursuant to applicable
operating resulations (30 CFR Past 221),
shall be evatlable for inspection b the
oMce of the Regionai Oil and Gas Su-
pervisor by any "art; helding a potash
2 land on which tae
well 18 situated m.sut:u as such recorcs
. are periinent to the mining and protecs
tlon of potash deposlts.
(b} Aiaps oi ming workings and sure

" face Instzliations and records of core
* s~ gnalyses that o potash lessee must fie

- :} L ,,_,._-_..—-—--——
'7.- F 0y 7‘,4.":,‘. S
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pursuant ‘o applicable operating vegula-
* tions (30 CTR Part 231), shall te avalls

able for inspectlon at the office of the

Rarional Mining Sapervisor 4 any party
. holding an oil aid gas leasc on the sam2

tand {nsofar as such maps or records are
+ peortinent to the cdeveloomant ard p.o-
section of oil and gas deposits.

5. Unit plars. .
after epproved or prescribed that in-
ciudes oil and £as leases covered by shis
natlce shall include a provision cmbody-
Ing in subctonce the reguirements ses

cth in items 1 (a), (), and (d), and
" 48, hereof. - -

§. Definition. The werd “polash™ as
uséd hercin shall be docmed to embrace

——

-+-potash Jeases hercalter renewed for Ted- |

(a) well rec-.

Any unit plan nhere-

~

e ——— a0 — —

. H' / PR Saturda, May IS, 195

- date of pubdbiicotion
. Rrcisten,

1T, Do,

FEDZRAL REGISTER
-
asslum and assoclated minecrals as
oacificd in the act of Feoruary 7, 1937
(44 Stat. 1957,

IV. The lessoe of any extsling lenee in
she desinnated Pelash A »a may mzal
such land subjezt to the rules and sesv-
latlons ol Part I above wy fi.as an
elcetion to do 30, In duplicate, with the
Land Office, Bureau of Land ian:
ment, Santa Fe, N, Mex. Exeet to o “"
exte..t herein modiled, the genorii re;ie
lation" contalned In 43 CFR Pare 2190,
and the poeilc regulations in Part 323
(governing the icasing and cevelo: :.r.-..t.
of oll and gas deposits) and Port 3143
(governt™ ¢ the lcasiens and deveiconens
of potach deposits). shall be appileilie

. to the lands covered hereby.
* V. The designated Potash Area xs de~
scribed 33 followa:

New Mrxico Pancexru. Meatotan

‘TR R E.,
Sees.land 2; .
Secs. 11 to 14 inclusive::
" Soes. 23 to 2C Inclusive; - :
- i Secs. 39 and 36. LI
T.208.R.2%E, O .

Sees.1and 2:. KR

Secs. 11 to0 15 inclusive; -
-Secs. 2t0 27 incluslve; - .
" ‘Sees. 3 to 36 incluslve, . tes
T 218, R.29E, : )
< Sees. } to S includive; S e
. Secs. 10 to 16 Incluslve; .
.1 Beca. 22 to 27 Inclustre; -
"+ Secs. 34 20 36 taclusive.
T.22S.R. 3L,
Secs. 1 to 8 Inclustve;
Sees. 8 to 1T tnclusive:
Sees. 20 10 23 inclusive; .
1 Eees. 32 20 36 Inciusive.’ .
T:23S..R.22 E. : .
Scc+. 1 29§ Inclusive: .
.- gecs. 8¢0 15 [nclusiver | .
. 5ees, 22 t0 27 incluaive:
. Secs. 34 to 36 inclustve.
T. 13 S-. FL 30 E
ﬂan nea 2 lnclu:lvc'
Becs. 3210 36 m:luun. T

Bt 1 B3 o 3, B o -

T.208,R.30E, o e

T.2I18,R.30E. Vo
T.22S,.R.20E,
T.CISLRI0Z.
T.19S.R.NE. :
Sec1. 31 Wb inelusdve, -0 .
T.208,R.J1E, :
T.218.,R. T, ,
T.228.R.AE,
.. Sees 1 109 Inclustve:
;. Sees. 10 L0 21 inclusive;
Sece. 20 ¢0 33 inclusive.
T.2)8.,5.31E, N
_5ecs. 4 to 0 1nclusive; .-
"' Sess. 10 to 2! Inzluatre; oL
. Secs. 28 to 32 incluslive. .
T193.R.32E, R
Sccs. 23 to 23 incluaive: - (
~ Secs. 3i to 26 Inclustve.. N,
T.208.R.32E. .
/™. 21 S.R.32E.
ST.193,R.220, -
' Sees. 21 to 25 Irclualve, -‘
T. 228, R, 33 2. T
T.25,R.33E.
T.108,R.3E,
- Sees. 16 and 20;
Secs. 20 t3 32 tnclusive,
T.295.,P.33 2
Secs. 3 to 10 Intiusive:
Sees. 15 to b5 Incluslve. [
T.218,R.04E. N .
Secs. § to 3 inciusive;
.. S=c3. 17 to 30 Inciuxive;
Secs. 22 10 0l inclusive,

_The arca deseribed, inciuding :\,L‘.
and nenpubiis lands, ansresates §o%,
21238 ccres, MOre o7 10835,

VI This order shinil be eective on Lz
In the Feouzan .

" Dated: May 11, 1365,

Strwarr L. Upatt,
Secrcin-vof the Inlerinr,
J3-5HADL 1L Map i el

8:43 .10}
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United States Department of the Interior

GEOLOGICAL SURVEY
12201 SUNRISE VALLEY DRIVE
RESTON, VIRGINIA 22092

FEB 15 1974

Femorandum

To: Secretary of the Interior o f _1\ ( g'a"{"“
%ﬁnouamﬁﬂjssistant Secretary - Energy & Minerals .* 1Y% ¢ {414
AQﬁ :é - ?EB ?, “

NEOE
From: Director, Geological Survey

Subject: Drilling of oil and yas tests in the Secretary's Potash Area,
New liexico

As vou will recall, several recent controversies as to whether to permit
the drilling of certain 0il and gas tests in the Secretary's Potash Area
precipitated a review of Departmental policy with respect to operations
N this muitipie use arca. )

The Conservation Division has now completed its study of the situation.
Items such as (1) the stated position of the potash and oil and Qas
industries; (2) past approval actions; (3) the need to maintair a harme-
nious reiationship with the State of New Mexico; (4) the Mation's reouire-
ments for additional energy sources; and, {5) the conservaitjon of our

wost impoytant domastic potash supply have been considered. Based oii

this study, the Chiaf, Conservation Division balieves that action is
required ¥ we ave to avoid similar conflicts in the future, and the
Bivision has made certain recommendations as set forth in the enclosed
memorandum.

oy

OiL CONSERVATION COMMISSION

Case No.23J7 & Exhibit No. _?_{___

BEFORE THE

Santa Fe, New Maexico

Submitted by ﬁ(?ﬁ g{_ .ﬁ/__“:“Z{_L_
Hearing Date —71 7[/ :/_}é

T L S ECRMREES 4] W7 S I P O e RERT ety i




If you concur in these recormendations, please indicate in the space
provided, and the Conservation Division will prepare the necessary

1mpIQWﬂntat10n papers.
'Lj.q.qzow.,_,a

ActingDirector

Determination is hereby made that
adoption of the recommendations
containad in Chief, Conservation
Division's memorandum of

February 14, 1974, would be in
the public interest and authority
to proceed as recommendsd is
hereby granted.

Date MAR 1 974

aéaﬂ T Az;’/

Ef'} g Secretary of the Interior

/ Encrlncurn
=ne:esure
N

)




United States Department of the Interior

GEOLOGICAL SURVEY
12201 SUXNRISE VALLEY DRIVE
RESTON, VIRGINIA 22092

Memorandum

390 e W » fshe
To: ¥ Director, Geological Survey

From: Chief, Conservation Division

Subject: Drilling of 0il and gas tests in the Secretary's Potash Area,
southeastern HNew lexice

By order of October 16, 1951, the Secretary of the Interior delineated
an area embracing 293,345 acres in southeastern ilew Mexice as a
designated potash area. This order revoked the Secretary's Order of
February 6, 1939, thereby eliminating the ban on o0il and qas leasing
vhich had been 1n effect on 42,Z35 acres of these same lands. Since
that time, trere nave neen perivdic dirrerences of spinion hetueen

th‘_ }luuuoh mu:: ‘c f-cmr\1n ac :nrl fho h'l'! Tndﬂstrv as tO Nhethel“ a Dar-
ticular o0il and gaz well should be drilled in the Area, Secretarial
Order of May 11, 1965, expanded the Secretary's Potash Area to include
420,212 acres and eased some of the restrictions nreviously imposed

on oil and gas drillina in the Area. The discovery and development

of oxtensive and very valuable lannbeinite notash deposits, and the
currently escalating orice of 01l and gas which has given impetus to
exploratory activity in the Area by the 0il and qas industry have
resulted in a situation where conflicts of interest belween the two
industries are inavitable. In each of the several recent controver-
sies, neither side has seemed willing to compromise, and each new
confrantation anpears to magnify the differences of epinioa.

As to Federal lands in the Secretary's Potash Area, the Area 0i1 and
Gas Supervisor, in consultation with the Area Mining Supervisor, is
charged with the resoonsibility of deciding which propesed oil and
gac tests may b2 drilled. These have never been casy decisions, but
with today's eneray shortage and the need to protect our most impor-
tant source of domestic potash, these decisions have become more

. r s
aiEfSonlt
QiTyicutt,

Accordingly, a complete policy review was initiated in April of 1973.
As a part of this study, Assistant Secretary Vakefield and other
Departaental representatives met with celeecations from the How Hexico
0i1 and Ges Association and the seven potash operating companies in




Washington, D.C., on May 8 and August 7, 1973, respectively. The Area
0il and Gas Sunervisor and the Area Minina Supervisor revicwed the
position documants presented by both industries and submitted a joint
report dated Aucust 24, a copy of which is enclosed. Tha Conservation
Manager, Central Region, supplied his comments and recommendations in
a memorandum of Szptember 6, a copy of which is also enclosed.

The results of this study indicated that action should be taken to
assure that the decisions of our Sugervisors reflect Departmental
poticy, are made as fairly as possible, rasult in proper conservation
of both of these important mineral resources, and do not unduly impede
the developmont of either resource. It was concluded (1) that certain
facets of Departmental policy affectinag operations in the Secretary's
Potash Area should be reaffirmad; (2) that more clear-cut procedures
to assist the two Suparvisors in their decision-making processes
should be adopted; and (3) that quidelires to implement the new pro-
cedures should be developed. Based on these conclusions, certain
proposed recormendations were submitted for your consideration by our
memorandum of December 7, 1973, and, upon your concurrence, those
recomr2ndations were forwarded by memorandum of December 10 to tha
Office of the Assistant Secrctary - Eneragy and ilinerals fur further |
consideration. Subsequently, copies of the December 7 memorandum

were furnished to representatives of the New liexico oil and gas and
potash industries for their review. On January 31, Deputy Assistant
Secretary Rina and other Departmental versonnel conducted a meeting

in Albugquerque, New ilexico, to discuss the proposed new procedures.
Approximately 50 people attended the meeiina, of which 35 were repro-
sentatives of the two industri2s. A copy of the attendance list is
enclosed. The discussions at that meeting were very oroductive. They
not only discloscd the need for revision of some segments of the

" proposed procedures but also seemed to promote a spirit of cooperation
between the two industries. As a result of this further review, we
now recommend that:

Part 1. The Denartment reaffirm its position that the Secretarial
Ceder of May, 1985, adequately protects the rights of the oit and gas :
and potash industries. However, the Area tining Supervisor is to {
initiate action to bring about the expansion of Secretary’s Pntash Area :
to inciude those known potash deposits in T. 22 S., R. 31 E., T. 23 §.,
Rs. 29 and 31 E., and T. 24 S., Rs. 30 and 31 E., N.M.P,H,, presently
outside the designated Area.

Part 2. £Each potash lessee will be required by April 15, 1974, to
file with the #iining Supervisor a map or maps on which has been delin-
eated the following information with respect to the Federal potasi
leases which it then holds:




a. The arcas vhere active mining operations are now in
progress on one Or nore or? zones,

b. The areas where mining operations huve been completed
on One or more ore zones.

¢. The presently unmined areas which are considered to
contain a minable reserve in one or more ore zones, i.e., those
arcas (enclaves) vhere potash ore 15 known to exist in sufficient
thickness and quality to be minable under present day technology
and econcm™s.

d. The areas within these enclaves which are believed to
twtus

These maps are to be updated effective January 1, 1975, and thereafter
on an annual basis. The Area Geologist, in ccnsaltat1on with the
Hining Supervisor, will prepare the data reauired in subparts c. and d.
above for unleased Federal lands in the Secrstary's Potash Area.

The potash lessce will be responsible for submitting sufficient data
to justify any area which is pronosed as a minable reserve. The Area
Geologist, in consultation with the Mining Supervisor, will review the
infornation furnished in this regard and make any revision in the
boundarv of a DI‘ODO':.EU minable reserve \uuman u-\,"""‘) which is
considered to be counsistent with the data available at the time of
each such analysis. All maps which are developed pursuant to this
cart will be updated between the reauired revision dates whenever

new information becomes available.

"~ The Area Geologist and the Area Mining Supervisor will complete the
analysis of the initial data supplied by the potash lessees and
commit their total findings to a map or maps of suitable scale by
dune’l, 1974. These maps will be revised as necessary to reflect
the latest available information. Copies of such mao(s) will be

X available to all interested parties through map reproduction con-
-, panies Yocated in Roswell, Hew Mexico.

' Part 3. After April 15, 1974, it will be Departmental policy
to dery approval of most app]1cat1on< for permits to drill oil and
gas tests from surface locations within the potash enclaves estab-
lished in accordance with Fart 2 hereof. Two exceptions to this
policy will be permitted urnder the following conditions:

a. Drilling of vertical or directional holes will be
alloued to take place frem barren areas within the potash enclaves
when Lhe Hinina Suparvisor detormines that such operations will not
adversely affect active or nlanned minine operations in the ismediate
vicinity of the proposed drilisite,




b. Drilline of vertical or dircctional holes will be
peruitted to take place from a drilling island located within a
potash enclave when: (1) there are no barren areas within the
enclave or drillina is not permitted on the established barren area(s)
within the enclave because of interference with mining operations;
and, (2) th2 ohbjective oil and oas formation beneath the lease cannot
be reached by 2 well which is vertically or directionally drilled
from any pernittad location within the barren area(s); or, (3) in the
opinion of the Qil and Gas Sunervisor, the tarcet formation beneath
a remote interior lease cannot be reached by a well directionally
drilled from a surface location outside the potash enclave. Under
these circumstances, the Htining Supervisor will, in consultation with
the 0il and Gas Sunervisor, establish an island within the potash
enclave from which the drilling of that weil and subsequent wells
will be permitted. The Hininag Supervisor in establisning any such
island will, consistent with the data sunplied by the Qil and Gas
Supervisor regardinag prasent directional drilling capabilities,
select a site which will minimize the loss of notash ore. No island
will ba established within one mile of any area where approved mining
operations will be conducted within »hree years. To assist the
Miining Supnervisor in this regard, he may require petash mining oper-
ators to furmish a threz-year mining plan.

Part 4. In order to protect the equities between 0il and gas
lessees while at the same time reducina the number of oil and gas
vells which operators propose to drill in the Potash Area, the 0il
and Gas Supervisor will make oreater use of his preronative to
require unitization. Unitization will be mandatory in those cases
- where completion of the propnsed well as a producer would result
in the drainage of oil and gas from beneath other Federal lands within
a potash enclave. In other words, unitization will be a prerecuisite
to the approval of any well which is (1) located adjacent to an
enclave (within a quarter of a mile if an oil test or one-half mile
if a gas test) and which is to be drilled vertically to the prospective
formation; [2) to be directionally drilled from an adjacant surfarce
location to bottem in a formation beneath an enclave; or (3) to be
vertically or directionally drilled from a barren area or island
within an enclave.

Part 5. The QJepartment reaffirm its intent to ccoperate with the
New lexico 0i1 Conservation Commission (M0CC) in the implementation
of that aaency's rules and r2aulations, In that recard, the notash
lessees shall continue to have the right to protest to tho MACS the
drillina of a nronasad 03l and aas test on Federal lands pr0v1ded
‘_h;\f f}]'x '!(,r .'51:\\ of eaid well \:c within tho State of how P‘ﬂxw‘rr"s

lllbllll! U W

"011-Potash Arce" as that frea is dol1n3atod by 10CC Order tio. 111,
8$ amended.



Part 6. The Department reassert its orerocative to make the
final decision of viether to anorove the drillina of any proposed
well on Federal oil «nd gas leases within the Secretary's Potash Area.

Part 7. Applications for permits to drill vertical tests for

7 oil and ecas at IOCAtiOﬂS that are in the Szacretary's Potash Area but

outside the State of ilew llexico's Qil-Potash Arza and which do not
directly offset an enclave (within a oquarter mile if an o1l test or
within one-h21f mile if a gas test) will be rnutinely approved by the
0il and Gas Supervisor after review by the Mining Supervisor.

rari 8. Fulure controversies as to whether to permit the drilling
of an oil and cas test in the Secretarv's botash Arca which cannnt
be recolved in tne field ara to be referraed to the Chief, Conservation
Division, with a recommendation from the Regional Conservation
Manager. \
If these recommerdations meet with your aporoval, we Suagest that
this memerandum be sent f¢ the Assistant Scerctary - fnergy & Minerals
for review and the subseauent authorization of the Secretary of the
Interior to proceed as recommenued.

\J;LI,/&/@&L @/

\--.Wl
. o Chief, Conservation D1v1s)0n \

.
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CARLSBAD

SASIN TONNAGE AND GRADE
1973

January Februory March _Aprii Moy June July August  Seprember October November December  Totgl
210,334 170, 522 190,105 182,231 181,595 184,949 65,147 196,795 187,103 200.672 199,345 172,248 (2;1412155'
16. 16,45 14,47 J6.14 .79 723 v s e 17,18 16.78 16,49 16.90
235,218 232,800 249,990 245,19 250,000 252,409 255,508 265,290 271,870 270,480 270,310 272,850 3,071,915
2,08 20,44 2.5 0.2 1972 g, 9.82 1901 1.7 .35 19,08 1545 19.6¢
350,319 301,453 355,44 36,352 351,37 359 99 361,647 361,505 369,820 - 305,80, 39,227 368,788 4,301,164
9.82 9. ¢ g 10.03 9.55 9.78 8.3 7.94 g3 8.54 B.68  g.5¢ 9.05
123,388 102,573 118,317 125,217 124,817 99,314 116,023 125,508 127,182 126,038 115,950 127,549 1,428,803
;1820 7~ 70 1590 7, V.00 73 190 17.90 7.5 1640 183 e .
161,051 137,489 165,050 155,447 172,983 47,99 173,066 173,183 150,278 150,526 159,004 170,046 1017, 125
12.98 20,09 197 18.83 1897 19,54 18.52 1660 1891 g o9 2,51 2141 v
189,413 25,107 217,445 241 g0 MU 255,008 27,997 255,59 25,09 242,983 260,112 o
139,408 129,510 125, 45 R N A SO - o
462 15002 544 .67 1399 3.9
ore arada of sylyvinite only |
and grade on sylvinite oniy
i aperaiion; Jonve 13, 1973, S ———
BEFORE THE Ny
on. CONSERVAT N
COMMiss)
Santg Fe N, C
Case No, 3 >~ . Mexio ]
m. , . ' z;is
2 B .
_ “ed by o
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CARLSBAD BASIN TONNAGE AND GRADE
1974

Jenuvory  February March  April May June July  August  September Cctober November December Toto!

% AMAX Chemical Corporatien 204,756 193,445 213,705 208,360 25,397 65,175
: o . ‘9-‘2 ,?.n l7|g ‘5.& ‘6.:0 ‘6"5 -
- Petosh Company of Americe 21,548 248,186 258,539 245,148 254,078 251,557 :

18.25 19,60 19,90 19,97 18,57 18.8

ol Minercls & Chemical 380,289 352,889 374,493 386,812 421,771 376,382
7.80 7.9 7N 8.49 o8  8.08

124,688 116,983 125,944 ' 119,201 122,343 118,465
16.50 16720 16,40 15.60 4.4 1505

FioHonal Potash Company U163, 145,601 163,254 148,889 148,578 48,852 T,
: B 20.00  19.53 20,18 19.61 2092 2.8 ~

245,212 276,350 229,626 259,348 239,199 220,620 | :
15.46  16.40 1542 16,02 1616 15,80

* IMC = Reflects are grade of sylvinite only.
Dusal « Tannnos and arade on sylvinite oaly,
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Statement to be made before the New Mexico Cil & Gas Conservation Commission
July 31, 1974 by D. M. Van Sickle.

Re: Map Showing Distribution of Potash Deposits in the Carlsbad Area,
New Mexico. May 1974,

This map was prepared under my Supervision on orders from Chief Conservation
Division, U.S.G-S. The Director, U.5.G.S. and the Secretary of the Dept. of
the Interior concurred with this order (zopy attdched). The map, as directed
in the memorandum; was rade available teo the public June 3; 1974. Areas
shown as Measured (Minable) potash reserves, and Indicated (Minable) potash
reserves were determined fror core hole and log data om file‘viﬁh U.S.G.S. in

Carlsbad, N. M. in conjunction with reserve maps submitted by potash lessees,

using the following guidelines:

Minable - Potash ore of minimum quality and thickness' greater than 4' of

10% K20/Sylvite or 4' of 4% K20/Langbeinite or equivalent combinations of

aly o oo
LU Lwu,

1. Measured (Minable) Reserves (Potash Enclave).

a. Measured ore will be delineated by data points no more than
1% miles apart if geologic inference shows these projections
to be reasonable.

b. Mecsured ore will not be delineated by less than 3 data points
that meei 211 vilwer distance and thickness and grade criteria.

c¢. Measured ore will not be projected further than % miie from a
data point which meets thickness and quality standards where
no projection or geologic inference data exists

2. Indicated Reserves

That area where spacing of data points does not meet measured Ore
Criteria; yet data points show minerulization higher than minimum
thickness and quality.




% The minimum quality and thickness criteria corresponds tr. the U.S.G.S.
Clagsification standards in use for several years, which identifies those

U.5. lands that must be leased competitively.

Although this map is a composite of all ore zones, these criteria were
confined to each individual ore zone i.e. three data points no morc than
1L milos .anart with pnotagh of greater quality and thickness in separate -

ore zones did not qualify as measu:ed.

Separate overlays werc prepared for each of the major ore zomes, combired

overlays warce prepared for the other ore zones.

TR T
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Definitions:

Measured--Reserves or resources for which tonnage is computed from dimensions

revealed in outcrops, trenches, workings and drill holes and for which
the grace is computed from the results of detailed sampling. The sites
for inspection, sampling, and measurement are spaced so closely and the
geologic charact:r 1s so well defined that size, shape, and mineval
content are we:l established. The computed tonnage and grade are
judged to be accurate within limits which are stated, and no such

limit is judged to be different from the computed tonncge or grade

by more tham 20 percent.

Indicated--Reserves or resources for which tonrage and grade are computed

partly from specific measurements, samples, or production data and partly
from projection for a reasonable rictance on geologic evidence. The sites
available for inspection, measurement, and sampling are too widely or
otherwise inappropriataly spaced to normit the mineral badies to be
outlined completely or the grade established throughout.
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CASE 5276
Page. . .. 4.

MR. PORTER: The Hearing will come to order,
please. The Commission will consider Case 5276.

MR. CARR: Case 5276 aprlication of Leland A.
Hodges, Trustee, for the extension of the Potash-0il Area,
Eddy County, New Mexico. This Case is continued from July
17, 1974 Commission Hearing.

MR. PORTER: Although this is a continued éase, I
think we willrcall for appearances again.

MR. KELLAHIN: If the Commission pleasc, I would
like to enter an additional appearance on behalf of William
&. and Ecward R. Hudson.

MR. PORTER: All right. Mr. Kellahin, who else

et e e ol

are you representing this morning

MR. KELLAHIN: If the Commission please, 1 am
also representing Skelly 0il Company, Phillips Petroleum
Company, Belco Petroleum Corporaticn and Sun 0il Company.

MR. PORTER: Thaank you. Mr. Keﬁdrick?

MR. KENDRICK: El Paso Natural Gas Company repre-
scnted by H. L. Kendrick.

MR. EATON: Paul Eaton for Exxon Corporation.

MR. PORTER: Mr. Blackman.

MR. BLACKMAN: R. H. Blackman appearing for

Hodyes, Trustee, and Potazh Company 92Ff America, a division

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
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of Ideal Basic Industries Incorporated.

MR. CARR: Anyone else?

MR. PORTER: The Case was continued from two
weeks ago. The application as read is: 2 request for thc
2xtension of the Oil-Potash Arez as described in Commission
Order R-111-A, as amended. I believe at the last Hearing
we pretty well laid the ground rules that the evidence must
go toward the proving that commercial potash exists or cdoes
not exist in the area under consideration. The Commission
wants to hear all of the evidence that is relevant to the
Case and proposition. We do want to stress that we would
like to have the evidence presented as expeditiously as
possible without repetition, and on cross examination, pleas%
confine your cross exomination to matters that have been
testified to by the witness. I think if we observe those
rules we will savc some time, and also have a “etter record
¢cf the proceedings.

At this time the Commission will recognize Mr. Blackman,
counsel for the apmlicant.

MR. BL:.C. " AN: Mr. Donegan, will. you resume the
stand, tlease?

MR. DONEGAN: Yes, sir.

(’nh~r ipcon, a ¢iscussion was held off the record.)

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION MOTARIES
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DONEGAN-DIRECT CASE 5276

MR. PORTER: Let the record show that Mr. Donegan
was previously sworn during the proceedings two weeks ago.

BEN DONEGAN

called as a witness, having been first duly sworn, was
examined and testified as follows:

DIRECT EXAMINATION
BY MR. BLACKMAN:

Q Now, Mr. Donegan, I have just distributed to the
parties ané to the Commission a package of exhibits which
begins with Exhibit Number 6 which was identified in the
last session. I will point to it on the wall; is this

Exhibit Number 6?

A Yes, sir.

Q Would you please identifv that and state what it
is?

A Exhibit Number 6 is a cross section of potash—core}

test logs and oili-test logs from the area immediately south-
east of the Hodges lecase area, the Leonard State Well loca-
ted in Section 32. This cross section shows the potash
ore zones in the area of the Hodges leascs and the trunca-
tion of those ore zones along the west side.

Q Next, Mr. Donegan, will vou kindly identify on the
wall, tne Commiss.oner's Bxniblt Numb=r 11, and state what

vvr nenAabTING SFRVICE
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DUNEGAN-DIRECT CASE 527¢%

Page. .. .7 ... .
- that is, just identify it, please?
a Exhibit Number 11 is a mwmap showing the potash
resources in the Hodges area in the 10th ore zone.
; Q Next on tne wall ycu have a document marked for
i
. identification as kxhibit Number 12 in this Case; would you
5 ” identify that, please? |
%: A Exhibit 12 is a map similar to Exhibit 11 showing

the potash resources in the 4th ore zone.

Q And, next, a document which has been distributed
to all parties and has been marked as Exhibit 13. Would you
please identify that?

- A Exhipit Number 13 shows the potash resources in
the 3rd ore czone.

Q And, next please, Exhibit Number 14 ... the same

Vi
)
{
o
£
)
"

‘ A Exhibilit Number 14 zhows the 2nd ore zone.
Q Then Exhibit Nnmber 15 in the same series?
A Exhibit Number 1% shows the 1st ore zone.

Q And, Exhibit Number 162
A Exhibit Number 1€ is a composite of the potash
resources in the five ore zoun2u that we have on these previogs

four exhihits.

z

Q Mr. Donegan, 17 I undorstand vou, all of these maps

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NutrmiES
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A Yes, sir.
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A Yes, sir.

Q Now, Mr. Donegan, you 13ve previously testified
ci1at vou have made an exitended study of ~he potas: deposits
i tails ore zone, and would vou kiandlv ac tois tine please,
tell the Commissio: tie siudy taar vou :ave made in as much

deivail as you can and Lhe resulis ciat you .ave atctained

and how vcu nave identified tiose on eachh of tie maps?

A Ex~ibits 11 througna 15 show on each :ap tae core
Teoke Ly o2 smelill circle, the potasn core tests. Beside eacn

circle, winere the potasn data is available, the first numbers
1ncicate uie potasn ore 40.ues. If we look at, for exanple,

potash test Number 832 in about the center of the map in

Section 2, we will see the 10t» ore zone indicated bv "10";

to tae crigat of tnat is tne tolckness, 5.0 feet, this 1is
irs an example. The yercent of K20 as langoeinive, 9ad

tne percent of KzO0 is sylvite. In acclijion, otaer abbrevia-

THE NYE REPORTING SERVICE
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DONEGAN--DIRECT CASE 5276
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tne apbbreviations for leonite, kainite, and glaserite, and
in thqse holes where the sulphates were not individually
identified, sulphate. Slightly mineralized holes or ore
zones are indicated py “SM", and holes that are not mineral-
ized are indicated by "NM". Holes that do not have informa-
tion or all of the five ore zones indicated on the map,
either have certain of the ore zones truncated, for instance)
this line indicates the truncation of the 10th ore zcae, so
no data wvest of there 1is shown for the 10th ore zone, or in
some cases where we only have information on one or more

OYe ZOnNE3 pEecause Tne zones were not analyzec, tne cores
ware scrambled, or various other reasons that cause the
information not to be available, no information is shown on
the map.

The west s50lid line is the truncation of the 1lst ore
zone, and 1s shown on lhe cross section. The truncaticn of
the 2nd, 3rd and 4th ore zones are between the truncaticn of
the 10th and 1lst. Since the 4th, the 3ré, and 2nd are
immediately above the 1st, the truncation cf those ore zones
is close to the west margin, rather than near the truncation
of the 10th ore zZone.

1
r

Tnhe basis for the color scheme on eacnh of the five

maps 1s shown 1a the leyend, too eresz celled nigh-grade-

iHe NYE REPORTING SERVICE
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DONSGAN-DIRECT CASE 5276
10

Page. .
Ptimes-thickness areas in red, and in yellow, intermediate-
grade-times-thickness areas. Now the criteria for indicating

these particular boundaries are arbitrary. We used a number

Qaking a map, in other words, a preéentation gives a better
ide; of the shape of these potash resource areas'and the
nature of the grades and thickness without having to go
Ithrough each individual hole. We picked these arbitrary
Foundaries, and the arbitrary boundaries in general are
based on an intermediate high boundary at a point of 60 per-
cent K»0 percent feet K70 as sylvite, or 32 percent feet
K70 as langbeinite, or combinations of the two equivalents
in proportion. This is not true in every case, because
there are certain areas whers there are other corsiderations
that have to be taken into account that I will point out,

Now, the yellow area represenis Kz0 equivalents of
sylvite between 16 percent feet and the 60 percent feet line,
or in the ca;e of langbeinite -~ I made an error there I
vould like to ~orrect -- I said 16 for sylvite, the sylvite
cut-off is 40 and the langbeinite cut-oif is lo.

It is important at ihis point tc emphasize and to

remember in any considerations of these maps that when we

—l say lo Kp0 percent feet or 40, that's a cut-oii. We are

THE NYE REPORTING SERVICE
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DONEGAN-DIRECT CASE 5276
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actually talking about an area higher than that intermediate,
between, that's cut--cff{ and 60 rercent.

The areas in red are something greater than 60, or in
the case of langbeinite, 32. Another consideraticn in making
these maps, anc this is albitrary, it is an important thing,
or I should say it is an area of influence decision was
used, and in making a decision about areas influenced or
individual holes, our projection from holes since we are
dealing with highly erratic ores, we have made, in this case7

a determination that an ore hole or a hole of any grade over

the minimum cut-off can be safely be assumed by geological
T‘i‘ inference to represent a half mile-radius circle around that
rarticular hole. That doesn't alwavs work because in an
area like this where we have three non-mineralized holes

less than a half-mile away, we have a cut-off less than a

half-mile from that particulaxr hclce.

I will run through these maps quickly, just in generai.
The 10th ore zone +hat you .an see is dev=lopec up to the
truncation in foux area:.

Q Mr. Donegan, may I interrupt vou here just one
minute? Note also this appears to me, tihe northeast boundary

of vour ore zones has been cut off at the R-111'A boundary

—| so that vou have not botherec¢ to color in either red or

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
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DONEGAN--DIRECT CASE 5276
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o vellow north ana east of that R-111 A boundary just for
convenience.,
: A Yes, sir, Mr. Blackman, and also we have stopped

on some of the maps at the edges of our land where we think
u that pohésh resources continue south of the area, or south-
east of the area that we have asked for extension of Rule
111-A as ame.ded.

These four red areas represent four areas of high—gradeL

times-thickness potash resources in the 10th cre zone, andg
I think to speed things up I'll use the term GT for grade
times thickness instead of going through K,0 percent feet,

. and this is the 4th ore zone.

oA

Q Now, referring to Exhibit 12 as the 4th ore 2zone.

Ve

A The 3rc ore zone map shows a situation that applie#

S S S
1

Lo the othesy mapn that chows it maybe a little more specificgdlly!

IS

-

by geological inference andé projection. It is so important
2 to understand what 1s in the area 'where holes are not as
dcncely located as, say, in this nortn area. This 3rc¢ ore
} zone is a sylvinite ore with minor langbeinite. The A -4
hole has 5.7 feet of 20.& sylvite, or something over 100
percent K,0. The nearesc nole to the sovuin nad 4.3 feao of
13.7 ¥50 sylvite, ano 5.3 feet as langbeinite.

— Now, 1f you will observe on that may, the only areas of

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (S05) 982- 0336




RE YR

Page .. 13 ... ..

3rd ore zone develcpment is in this north south trend,
similar to the trend we showed on our earlier maps of the
major ore bodies of the Carlsbad Potash District. With no

hole in between, or even if there were holes there, 1 belizve

the information we;have indicates that they would be similar
holes to these two.
MR. PORTER: !Mr. Donegan, may I interrupt at this
point? |
MR. DONEGAN: Yes, siri
K MR. PORTER: There is a gentleman in the bacx of
ha ranm mho\cayq it is urgent to see vou.
s {Whereupon, a discussion was held off
the record.)
A {(Continuing) I was pointing out that by geoclogical
projection this area in here between these two areas of
sylvite or sylvinite.
(3thercupon, a discussion was held off

+he record.)

A (Continuing) The 2nd ore zone is shown in yellow

without any areas that we have encountered yet of the bigh -

grade high GT's. As you will note there is a big azrea here

|5
.

that probaply some are to the 3rcé ore zone, prohably containe
—llSome are 2nd ore zone rotash resources.

THE NYE REPORTING SERVICF
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Page. . ..

Q Now, referring to Exhibit Number 14,

A Yes, sir. Exhibit Number 15 shows the area of
tae lst-ore-zone development. Exhibit Number lo is a
composite map showing the data of these iive ore zones, plus
geological projections and inferences similar to what I
was describing in this case to connect areas like this area
in here, three good holes in the 4th ore zome, in the
vicinity of the Skelly well. We infer that high GT potr~<h
in the 4th ore ze®ne is present and that is shown on this
map, and in any individual area we show how we arrived at
that particular projection.

Q Now, Mr. Donegan, would you explain Exhibit 6 and
how it bears out or affects the conclusions you have reachedk

A Exhibit 6 is a cross section from Leonard No. 1
State Well located in the northwest of Section 3Z at cthis
point, through the Skelly Well Forty-Niner, Unit Number 1
iccated at this point, through Potasin Coxe Test Shell No. 1f
at this point, and on to Atlantic Richifield Potash Core Test]
Number 4 at this point, and on into the truncated area ox
4-14 at this point. As you will uote on the cross section,
the potash ore zones occur mainly between the USGS No. 126
bed, pol-4halite mainly, and then the Vacatrieste sandstone.

There are a few other ore zones in this area, but the iive
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that we show on these five exhibits are the princical ones
in this area.

MR. BLACKMAN: If the Commission please, I Lhiik
Mr. Donegan hag explained all of his maps and showed where
he thinks these ore boundaries exist, and I would submit him
at this time for cross examination.

{(Whereupon, a discussion was held off

the record.)

DIRECT EXAMINATION (Continued)

BY MR. BLACKMAN:

aQ Mr. Donegan, I'l1l hand you a document marked for
identification as Exhibit Number 9. I see that it bears
Exhibit Number % on all copies, But it has not heen stamped.

a Tt is stamped insicda, Mr. Blackman, the first
page inside.

Q Would vou please identify that document?

A Exhibit Numbcr 2 is a gamma compensated neutron
formation cdernsity log of the Skelly 0Oil Company Number 1
Forty Niner Ridge Unit Well.

Q Will you please examine that exhibit, Mr. Donegan,
anc¢ tell us what it shows?

2t Exhipit Number 9, I thinx shows what our real
proplem 15 in the Hodges area. The Skell: Forty Niner Ridge

THE NYE REPORTING SERVICE
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Ridge Unit wWell vas orillel o Stave of New Mexico laads,
a0t in the srea of Rule 111 A. Altaough Liere is a potasn
coreriesﬁ, cr actually two botash core iesis ia the section,
bot:1 of w:icn encountered pctash resources in several ore

zoaes, this well svas cdriiled witaout our having a right of

nearing uncéer Rule 111=A. The well was drilled anc encountered, i

as I wouléd like to show ycu on the log, several potash ore

zones . TInfortunately, tais particular log was run inside of
casing. Gamma ray logs which are used to determipe percent
K50. and I mignt point cut tnat 1n our log in drilling we

ran gamma ray logs in practically all of our holes, open

noles, and we found that in open holes using the Schlumbergen

cnarts that we could deteimine the grade with reasonable
a2couracy pefore the chemical analysis, and it gives us a
quick check on what sort of KyO we have. After the analysis
we learn the brealdown of the different K,0 minerals, All
we can tell trom a gamma ray log is that it is ¥,0 in some

form.

When vou run a log insicde of casing, in the case of the

o

Skelly well, inzide of thick cement, a 17%-inch aole, vou
attenuate the gamma rav curve so that vou only see mlaloum

values, and ¢he minimum values that we see in itnis hole,

o

Jdthont censidering corvections for the casing ana cement,
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and the large ¢iameter 10le, would tell us that *“hese three

zones indicated in rec, and on that log are about 5 percent

K;0 or more, and the probable corrections are in the range ~-
an accurate correction would probably be in the range of

12_or 13 percent. Now, to arrive at that 12 or 13 percent,

and 1 would like to point out tne method that we used that

Chariie Hicks used also when ite studied the 011 tests in

the Permian-potash
and in a hearing I

that Charlie Hicks

2rea,

-

- a~=a
P W R

the langbeinice area east of us,

-

~ ——
-

hac¢ an oppurtunity to see

was doing the same thing there that we

Lo gucss at the X-,0 in an inadequate log.

o rae
(S R W V4

The polyhalite becds, the known marker beds, and there

is a bunch of them in there in this area, typically are

mixed polyhalite, halite and anhydrite. Pure polvhalite

would be 18.9 percent KyQ. From .xperience in tiiz area, 1in

¥

the multiple polyhalite zones present in this hole, and
vould like to glve vou some examples then vou can compare

what yoa might think K,O would come up in these three ore

zones. Under tune 10th ore =one vou sece a thin polynalite
pec. Typically the mixed polyhalite beds in this area wouid
run 12 or 12 pe "‘ceat K20. e have analyzed, we have an
analysia of polvhalice in a nvwber of hoeles ia here and if
T vou look v othat U wxe oz, Looctn At oyvoelvhalite under
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the 10th ore .one, you will see that they are about the sam#.
The zone I am talking about is about 935 feet for the 10th,
and 350 feet ior the polyhaliie. Now, we liave sume other
thin polyhalite, each one of thnse ganma ray kicks, or most
of them are polyhalite. The lithologies in this area, ex-
cept for a few siltstones, veryv few, to give you an example
at 800 feet is the Vacatrieste siltstone. Now that gamna"
ray kick there is a slightly porous siltstone, but there
are very few of those kinds of beds that are porous. There
is practically no porosity in these lower beds so that most
of the gamma ray deflections there are due to polyhalite.
And, look at the polyhalite at 1100 ieet to gét an idea of
one of the richer polyhalite beds in the area, that is ap-
proximately tha 123 bed. Then below look at typical poly-
halite beds at 1240, 1295, and 1425. 1 think you can see
from looking at those beds that we are safe to say that we
nave in these three ore zones Ky0 considerably above 6 per-
cent, but even at o percent these zones would come under
what we call intermediate GT, depending or the thicknzss.It
would certainly be in this classification, and probably wheq
we correct them we are dealing with high-grade potash re-

sources.
Now, I understand that Skelly is -- well, Skelly has

announced a location and they may be drilling now, three-
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quarters of a mile south of this hole, anc I woulc like to
show you where that hole comes out, it is on Uniterd State's
land or Federal lands, and unfortunately Skelly was able to

bofore 1he 1ISGS completed their

pos

-1
P N

get permission LG d

H

potash study of this area for puvpeses of the enclave magp.

The well that I'm talking about is shown on Exhibit
Number 16 as Skelly with a "2" and a double circle. The
Number 1 well three--quarters of 2 mile north is also shown
on the map. You vill note that by our interpretation that
the Skelly well will be drilled in a high GT area of the
1Cth cre zone natash.  The holes immediately sonth and
immediately north hadé high GT pntash in the 4th ore zone.
The 8th ore zone shown on the log is not well developed
in the area, and would not be an important consideration
about the Skelly location. I should say as we get more
holeé we find that there seéms always to be more wvotash taan
we thought there was, and if e drill that area out I
woulén't be surprised if we have an 8th ore zone resource
area there also.

Q Mr. Donegsn, in your references you explainec in
the testimony in the wrevious hearing That you Gre using

the U. 5. Geolosical Survey cesignation for ore zones, the
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first being on the bottom, and running the sutrvey upward.
would you tell us; vlease, the approximate adepth of the
potash bearing zone on these exhibits beginning at the west
side, approximately how deep is the 10th ore zone, for
instance, as shown on Exhibit Number 117

b Mr. Blackman, the shallowest occuxrrences of
potash in the dodges area are near the 3rd ore zZone trunca<
ticn in this area where the 3rd ore zone sylvinite occurs
at a depth just slightly below 300 feet, between 3 and 4
hundred feet. Tnat vould be the shallowest cccucrence,
except, however, much shallower it is as it approaches
truncation. The 10th through the lst ore zone in the centrai
area he:;e are approximatelv 450 to 700 feet deep, anc these
are mainly deevwer -~ I mean, mainly shallower tran the pro-
ducing areas to the north. The farther east, in the extreme

southeast corncr, the ore zones tnat we have been discussing

(9

2

are at their maximum den+th ol approximatcly 15 to 17
hundred feet.
Q Very well.
(‘thereugon, a discussion was held off

the recoré.)

MR. BLACKMAN: Thank you, Mr. Donegan.
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CROSS EXAMINATION

BY MR, PORTER:

Q One question, Mr. Donegan, in connection with that
last question you answered. Is there any mining in the
Carlsbad area now at a depth of 16 to 17 hundred feet?

A Well, the deepest mine is the Kermac Mine, or
the {wo mines in that Kermac area, and they approach that
depth, or are approximately that depth, but I don't remem-
ber the exact depth, it is comparable though.

Q 1 see.

A And I think in answering your question, I should
further state that the drilling that is taklng piacc udw,
and the contemplated new developments in the area by
companies like Noranda, Noranda has announced exercise
of an ontion on the property they have beem drilling on
for sometime. It involves a tremendous expenditure because
they are deep for rhe drilling part; they apparently are
headed for a deep wmine. The Day Mines Company has announced
plans to develop the Permian-pctash ore body which is even
deeper and already in Rule-lll;A. That was this area, and
they are having a rig problem., It seems that they have
already done quite a bit of drilling. All of the available

potash rigs that we know oi in that area are tied up and 1
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understand, I heard today that Mines may start drilling,
may have a rig soon.

MR. PORTER: Thank you.
Mr. Kellahin do you have some questions?

MR. KELLAHIN: Yes, sir, I do.

CROSS _EXAMINATION
BY MR. KELLAHIN:

Q Mr. Donegaa, I wanted to get a few tnings
straight on these exhibits, if I may. This, as I understand)]
1s a composite of all of the other exhibits to show what
you say is a criterion.

A Well, it is a composite of what is shown on those,
plus projections using geologic informaticn and trends
that are not shown on these. For instance this map does nct
show the 3rd ore zone ccnnection batween those as it most
likely does. This map takes that into account.

Q You have nc information that would connect those
zones, c¢o you?

Y we have good geologic reasoning that anticipates
that thev connect.

Q Well, do vou have any solid evidGence thai ilhey &GO
conneci, like cores?

A There are no cere holes located between those two
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areas.

Q Now, on your Exhibit Number 16 within the area
that is supposed to be included, the area there that is
uncolored, does that mean that you do not have sufficient
information to put them in your projection of the potash

area?

A Only on that rarticular map because of the 25-mile}

long trend of ore bodies to the north. I would anticipate
that area not cclored probably has potash resourcas, but I
did not include itjwe were not able to project between ore
holes as we have done 1n the uill€el OIC GTi4s.

Q So, at this time, based on the information you
presently have, you cznnot say there is or is not potash
there, is that correct?

A I canndot say positively that it 1is not there, but
I could say there is a gcod chance that it is there.

Q But, you have no information to show that it 1is?

A No, and on that map I didn't show it; it is
probably there. I think vou might look at the red areas as

nrabahle then unmit get away from wnere we actuallv have core

M

tests, and T would like toc explain that further.
The ore »ones in this area are so coaplicated, can
chanye so fast, that 1t 1s very inportant that you ¢o not
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7‘.. try to consider, or meke company dJdecisions on any cne hole.
& blank hole in the micdle of the ore bouos  doesn't xnock

you out. We know there are blank areas, weak areas in the
mineralized area. Wec have to use an average of a number of
holes. This is one of the dangers in langbeinite of trying
to use engineering methods, say, of a certain.circle or

r certain areas of influence and hetween two holes, say, thc
average grade 1is the average between the grade in one hole
and the grade in the other or GT of one and GT of the other;
it just c¢oesn't work out that wvay. You may have two holes,
ané you may have a barren hole between, or you may havec a
g%, Lhole of much higher grade than you would predict trying to

use arcas of influence.

0 Tn other words, your ore bodies are somewhat
erratic, 1s that correct? Tid ynu kestifuv to that?
A Yes, sir, and when I say erratic, I say erratic

to the extent that when you minc out the whole area you
mine out an ore bodv. In mining that helvs vou take several
kinds of areas out.

Q Mr. Donegan, let's keep in mind what we are trying

to show here today is the presence of commercial deposlits of

L)

votash. To say vou arc going to mine 1t, that

5 pretty far
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‘l take a high-gyrade ore body, how far cen rou project it for

purposes of snowing comnmercial deposits of potash?

A I con't understand your question.

Q Welli, for example, you have got an 2rea right here1

you have got one core hole there, is that correct?

A Yes, sir.

Q I understood YQUIr testimony was to the effect that

from that basis yvou would project a half-a-mile?

A Actually I was trving to be conservative there;

I vould project it a mile.

Q You have projected it more than a mile, haven't

e

a radius: cf a half-a-mile, anc¢ I would

ek o
v
o
o)
"

: A I said
¥ project the radius of a mile. This 1s a conservative --
!
- Q (Interrupting) 1Is that what this is, & mile?
I 3 7 mile in Giameter.
|
! 0} And, von have got anothes <ore hcle nere?
A wo now with Skelly's well.
Q But you have projected -- how far apart are those?

For the purposes cf this Exhibit you have projected clear

acros: that area?

A Right. As I volnted out, the last map shows the

I bhenefits of geclogical trends and projcction: not limited to
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found the boundary of this area, and we don't know if it

DONEGAN-CROSS CASE 5276
o Page. ... .20......

what is in a hole. Actually the only information we have,
ané the only information that IMC has, and the only informa--

tion Duval has where they arc mining is the actual ore they

Everything else between those is speculation, until you
actually mine it.

Mi. Decnegan, if vou are going to mine it, you
don't go un one core hole per section, do you; don't you
use & or 8£?

A No, sir, we would use one hole tc cause us to
thnink incrs ig commercial ore there, and to follow it out
and find the boundary, and that's what we are doing. We
have an area here of extensive development of several ore
zones, and we arc in the process of hunting for the boundary.

We have not fcund the boundary in this area. We haven't

covers a mmenh larger area, but we anticipate that it does
from geoclioyical precjections.
Q You have no information on sny of your zones in

tnis area, right in hrre, dc you?

L)

Well, there i1s a hole there that you passed over,
hole D10 does have rich langhkeinite in that area.
Q2 You c¢icn'i incluce 1t in your -
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-~ A

10th ore

(Interrupting)

4th ore zone.

Q The 4th orz zone,

A That's this exhibit.

talking about.

ot

~ - ~Y - ¢
[¥] Lilad e o U ht thare?

A Yes, sir.

reference to commercial ore, why do
commercial ore?

A I ¢icn't make a reference
adid.

T think von

mone,

what exhibit is that on?

no that is in the

This is the hole we were

Q You don't have anything down in here, nor down
in here on any of those “ones?

A Not in the 4th cre zone.

] NOr 1in any ¢f the cther zonecs?

- A Well, in this hole we have mineralization in the

luth.

Q Do you show it on there?

S Yce, sir, this hole here.

Q One point in your answer to my question you made

you characteriz~ that as

to ccmmercial ore, bhut

Q I thought you used the term ~lso.
A I think commercial i3 a -- well, as a matter of
—|| fact, :hen ¢ had ocur order from Mr. Porter at the lest
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Heor o aj, e las nmeell g we ad, I oougar I woeuld sec weac
Loy G f ¢ ospecialiscs call commercial ore, and 1 looked up

a lo wf vefi . fiouws, and I fouad ou v s kind of like
hese ore bodies, eac:h exper: nas a situvle differcent ides
abolte wa2. 1s commercial, ané I ailak ihe reason for that
is commercial caanges from moment ©o momenc. I¢ is my gue31
vha: what is being develored was nov commercial just a shoxi
.ime ago, and if ihe FPC continues o have to cause ihe
rrices io be low, the gas chat is being sought co be drilled
in cails sy~ way aot be commercial ac & nesr cate in tae
future, butr if we vise ithe term "cormercial', the price of a
produc: today I think an important coansideration, in mv
cpinion, as far as commercial is taken into account, not
only what is taking place today, but wiat we predict for the
future. In other words, when you block out an ore body and
naf+, von are basing 1t on the price cocay, but
you i1ave to look into‘tzc future. Tt vou thought tae price
was going down iu a shov' time in che future, you wouldn't
be projeéted into tne future, so that is wny I tihink t.,ese
areas which are near the —uit-off are importani to consider
because tuese probhably are commercilal Jres, dopanding oo

-
i

121 vou nave come up wieihr for commercial of Lhe very near

future, aaé aére comaercial now 1n scveral lastances.  Let ne
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P~ give somc examples of: If you are mining an area of ideal
grace, and we all nope to ve wining ihe bect grades and

’ making ©nhe best profiis, and we encounter areas like this,
we will certainly take that, and I'm talking about down to
ar the cut-off. When we mix tnuse with very high grades, we

3 may be making commexcial ore out of the two. If we nave

a mill that requires a cevtain intermediate grade,we may
neaed ores like these tc mix to make that other ore feasible
for the mill or for maximum recovery. I would like to
elaborate: This ching about commercial involves a lot cf
other thingz. It is a real problem and worries me that we
e are going to be too restrictive about what we say is com
mercial, because as we all know, Federal and State regula-
tions can make an ore bodv not commercial. Our royalties,

unlike oil royalties, can be changed by the USGS and tne BLM,

and if tney chanyod those up, they could make a mine that 1s
commercial today not commercial tomorrow. Infiation, of
course, may make an ore body that is commercial today not
commercial in tne fulture. I think a good example of the

extreme in whet is commercial is the oil interpretation that

a commercial well is one tunat pays the cost of the electricity

co run the rump.

~

- 9] Mr. Doncgen, I onini there are those whe o not
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agree with you there and I want vou to Lear in minu that we

are dealing with New Mexico Statutes, it is not my terminology

of potash. Now, have you in your study made any analysis
wWwhether or not this area or any portion of it contains com-
mexcial deposits of potasn? (

) Yes, sir, I have. We have, aad when I say we I'm
talking about the Iodges group and the whole trust, we have
had a number of market studies made, we have worked with a
lot of specialists and we have used our own infcrmation and
anr own analysis of the situation and the operations of the
other companies, the information that is available, and we
have made the decision that we have a commercisl deposit, and
that we probably have commercial deposits under a substantial
;art of this area. We have also worked with PCA, fotash
Company of America, for over a vear and they have made de -
tailed studies, three months in market studies, international
studies, months of studies of feasibility and metallurgy of

cur cores, and PCA apparently has made the same determinat_on

we have, that we have a commercial potash area.
Q Is that d¢etailed information available here?
A vell, which part of it, or all cif 1t?
0 Any of it vou eve referring to , either vours orv
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PCA's.

A Well, mine is availeble because I nave been in-
volved in this in every paase, almost every phase, and 1 am
probaply as well acquainted wiin 1t as anviody in tae wnole
Trust, anc I ;oined 1in the decision to continue to develop
thls property because we consicered it commercial.

Q You considere¢ it comme:zcial, but vou don't nhave
tite figures here ©o shrow T:is?

A No, 3 o, because we haven't rfound any boundaries
to tnis taning vet; we c¢on't know how big tnls is goiny to
ce waen we finally get thnrough drilling in there.

Q Let's get nack tnen te your cut-ofi point, vou
say 16 feet of 40 percent ore, ané¢ for what vou call inter-
mediate grade ore, and 32 feet of 50 foot percent; 32 as
langbeinite, anc 60 percenl as sylvite fcr the hydrogens,

1s that correct?

A 20, ves.
Q Now, wnat Lo ohc QCundiiic Basis for this cut-off?
R Tirat's an arbiltrary cut-off fecr the conveanlence of

tils meeting o suow the picture of these ore bocdies. We
could :zwve uzed 50 or we could nave usece 73,

Q Then L haz L0 QConomle pagls?
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Page .32
-~ DLgHer grace L waol L e cave useo oo e mialnuam cud off,
] S vigal, 15 ocour ninimum cun of £, does this have

an ecomnic basis?

Lo . A Yes, oiir, 10 my orvinlon, the cut-off point today,
not necewasarily the cut off in the future; .;e may be lookivg
at lower gracdes than that; the cut-off itoday that we would

anticipate blocking out for future production after wo have

minec out the high-grace areess.

Q Are you awvare that Kerr McGee in a recent case
testifiec thac O3 rercent was the cut-cff point for svivite?

A Kerr McGee has a ceeper mine, they also have an
inrol problem that we c¢on't have here, and, of course, vou
are talking about sylvite. Most of our area is langbeinite,
and I think when we consider svlvite, we have to considex
it in two cases. One, our 3rc¢ ore zone is our rich sylvinit$
ores, anc¢ they are extremely shallow, shallowest in the |
entire district and have low insols. The other s lvite ores
are sylvinite ores that were considerce¢ here, are mainly
mixed langbeinites ancd sylvite.

Q Tn connection with your calculatiocns ¢id vyou take
inte consicderation the vrrice of votasn?

A Yes, sir, .o tried to watch ootasn - - we went

T N N » - ¥ =~y Y p, =1 = ~\yry YT 3
— | throuir: The wolash cernvesnvion b Uac zone time Che dgas comnarnles
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went through it when they weren't drilling in this avres
because the price of gas was lov, and wve sec the price of

potasn accelerating now.

Q For the purpose of this hearing, what price did
vou use?
A Well, the price is changing and I wouldn't De

able to guote any particnlar price today; I would just say
it is higher than it was when we started our drilling in
the area.

8] Mr. Donegan, how can vou calculate a cut -off point
if you don't nave any price to take into consideration?

A well, I think, numbcry one, we can use grades that
are being mineé to the north by IMC, and thicknesses.

Q wWwhat are those grades?

A In the recent hearings, Mr. Childers, I con't
remember what particular hearing, talkec about 4 feet of
6 percent. That was at the time vhen langbeinite was, and
I'm talking about langbeinite, was selliny for consicCerably

less than it is today.

0 That was in an existing mine, was it not?
A Yes, sir, andé we're talking apout tihe same UILNLG
aere. wWe arce talking aboulbt 10w gracde ores that will be

mined after ¢ get tae high grace ore, or Lo grade that will
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be mined as we gc from high-grade to high-grade. I say low-
grace, we don't know what that cut-off is gyoing to be, I
just mean by low-grade, lower ygrade than the higher GT
areas.

Q 4n azriviig at a cut-off point, Mr. Donegan, where
you have no mine, don't vou have to take into consideration
the cost of sinking vour shaft and mining this ore?

A Yes, sir, and we do that in the high -grade areas.
In other words, 'n this are~a that we are drilling here, the
cost of amortizing @ mine is the minimum tonnage. We have
tc Scvelep 2 minimum fonnage to amortize the mine and give
a decent profit. All of the ores in there, whether they are
highexr grade or lower grade -- I shouldn't say all other

ores -- but, the lower grade ores in that area I believe

will be part of the vruiits cut of that mine. They are

)

nes that cause us to sink the shaft and

(

not necessarily the
get those immediate higher grades.

Q What [igures did you wnse in that connection, at
arriving at your cut-off point?

A For most of these maps it is 32 percent feet KjyO.

Q Mr. Doncgan, my auestion is: What figure did vou
use Lo amortize the cost of vour mine?

2 well, the price of a wmine iz cnanging sc [ast that

¢
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whatever figure we were using to figure it certainly would
be substantially more, and I can't give vyou a figure, but
it was a figure that looked like we could make some good
profits.

Q You can't give me a figure on the cost of the
mine, and you can't give me a figure on the ccst of the
ores?

A %o, sir, and I hope, Mr. Kellaﬁin, that you will
remember that I am an exploration geologist. I don't like
to tzlk vague about these things, but these are things that
we have other people, I hope, that are here that will be
ablé to give a satisfactory answer for you. In cther words,
my main job in this was to discover the reserves and
dzvelon them and with a ygeneral «nowledge of our cut-off
and crades that we are looking for, *o present on these
maps, not necessarily the exact cut-offs of ore that we are
yoing te mine, but a general picture to show the patterns
and the location of the potash resources 1in this area.

MR. KELLAHIN: “ould you have unother witness who
coulcé testify on this, Mr; Blackman?

MR. BLACKMAN: VYes, Mr. Kellahin.
B8Y MR. KELLAHIN:

Q ir. bonegan, it haz been callod to my attention,
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thing we were trying to avcid at the last hearing when we

DONEGAN--CROSS CASE 5276
v Page .. . .36 ...

that your Exhibit 16 on the board here diiffers from the
Exhibit 16 which was handed to uc in that there is no
colored area through the center of the exhihit furnished to
us.

A That 1s a mistake. Mr. Kellahin, I apologize for
that error, we gave you a different map. The map that vou
have there now is Exhibit 16.

Q Well, frankly, we prefer this one.

Mr. Donegan, would you tell us just what you found in
some of these gracdes cores 1f you have the information
available, I would like to go through this particular area?
A Yes, sir. If you look at the other map, each hole
has all of the data for all of the ore zones. The particulan

map you are looking at does not show the specific hole data.

Q It i3 shown on the otner tour cr five?
A Yes, sir.
MR, PORTER- 1T think, Mr. Keillahin, this; was the

asked him tc prepare exhibits howing this, and they have done
that.
MR. KELLAHIN: 1f we have the information that is

all T want.
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DONEGAN-~CROSS
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BY MR. KELLAHIN:

Q

Mr, Doncgan, on your Exhibit 16 there appears to

be a contcur running up through Section 28 and running up

rast the Skelly well, there is a contour, what is the signif%—

cance of

A

lines on

that?

You mean the pencil line under the red?

Yes.

Thosetpencil lines are compilations of all of the

the cther five maps made under the red to give you

an idea so that you could look at this composite map and

know where every line that we are looking at up here, or

however,

Q

relates to this map.

Now, cn these various zones vou have shown on the

five exhibits, ané your composite on Number 16, how do you

classifiy

or CGu you
A

are areas

Q

number of

talking a

these =ones; are those zones proven commercial ore,
want to avold that guestion?

No, sir, they are not proven commercial ore, they
of probable commercial ore.

Would vou call them a geological inference?

Nnl in every instance. For instance, we lLave i

holez in the middle of the area that nave high
in khetween the holes with high G?'s we are
bouk geological projections or infierences.
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DONEGAN CROSS CASE 2270
Page..

Q What is vour definivion of peobable ore?
A I did not use that in an engineering sense, or tae

USG5 classification; I'm using that word “probable" as the

likely nature of these ore bodies, or the likely cccurrences

based Oon the data that we have available, our experience in
the area, and comparison of similar arens that hove been
drilled out nore exténsively to the north.

Q In making your nrojections from these core holes,
yvou are talking ubout the probable ore rather than the
proven ora?

A Not in every case, we have areas of close-space
drillina., I wouldn't say there are proven reserves of a
certain tonnage because as I pointed out before :hese thirgs

are complicated enough that you don't actually know that

until you are mininr. You don't know what grade, vou
s~~7~ulate even v 1 engineering methods of close-space
¢rilling, vou arc s5till speculating wha' the grade is. You

hope that you approach it, and if it is a simple blanket-
like bocdy you may approach it very closely; if it is a

complicated body vou can miss it some.

Q Is this @ complicated «r simnle hods: here?
Py we vould apticivate ceomplicated.
0 SO dU Ls o were CalEfiondy Lo Lrojoci any ore reserved
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1n this area, is that correct?
2 I would say that it is no more difficult than the
rrojections that were used by Duval, and T would like to tell

Duval drilled about

o7

rilling.

¥ou about thouse and the IMC ¢
four holes per section in the area that they are mining.

Q Is that in the area we are talking about?

A Immeciately adjacent to it, and it is the same cre
zone that we are talking about inmediately to the south.
They Ffounc¢ ores in some instances were higher than they
anticipate¢ and in other areas lower than anticipated, but
the overall picture, like 1 'm Trylny o siow
out to be --- in other words, the individual holes cidn't
have any influence like they thought they did, but the
average of all that data proved out to what they expected.

Q That was an average of all the holes?

A ight, and that is a generzliration, 1t may not

anply Eo everv acre of potash.

R Pl S

Q Now, does all of your red arec have four noles rer
scection?
R Mo, <iv, and I should rolnt out that a lot of

Duvaill doesn't either, some areas tanat are right next to the

t has sero up to less than four.
9] How far Go you rroieci; you Loy o Ve crovern
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DONEGAN CRQCSS CASE 5276

ore right where the core is, two inches, how far out do
you project yroven ore?

A I used all the available information to arrive at

TN ~ S P I T = - . . - PP | Sasan I v -
wnat I thinrk 15 The bect angswer; woe don't just scrbitrarily

P

take those at a half mile. We consider trends, the presence
of other holes, but we feel like from geological inference
and experience in the area with closer spaced drilling that
it is safe to anticipate the influence of an area of a half-
a-mile to a mile. Also that we are not saving that entire
area is of the same grade as that particular hole; we are
saying +hat hole is provinag an area of that size of probable

potash of similar grade.

Q A core hole in between coulc disprove, could it
net?
A No, sir.

o It couldn't?

A Nc, sir. To give you an examprle,look at this

[l

hole right here, o barren hole, Number 22, if you remember
I taelked to vou aboui salt horses a couple of weeks ago. We
know that 'when we are drilling in the middle of the best

development of potash in that area we are going t< nave eroc

-
holes because they are characteristic of this ares to the

nortn. There are Hodies of almoss barron totacsh ur to 500
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feet in dJiameter, up to 500 feet in diameter.
Q Your probable designation is net an economic
designation is it, as such proven ore?

A Well, again that's a term that depends on what

your definition is. I would say the Potash Company of

American has determined that it is cconomic.

Q That is based on testimony that will be offered
here?

A well, I c¢on't Xnow about that, but I know PCA has
made a contract with us that reguires such a substantial
ivesutent thal Uhey wWouwld bave W Consided Lhal Wi Wave an
economic situation and we are not just speculzating on the
ground without high potentials.

Q Mr. Donegan, could you define specifically the
area where you feel these commercial deposits of potash
exist as opposed to 'our overall interpretation?

MR. RBRLBCKMAN: Mr. Chairman, I think that Mr.
Kellahin has gone quite far afield in this exploration of
commercial. I very carefully ¢idn't ask Mr. Donegan any
ave <tions abonut commercial rotash when I was asking nim on

direct examination. I nave @ vitness who understands tnls

v

cituation who s1l) e able to co it. I c¢on't mind him doing

i all rignt with the Cownitssion.
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DONEGAN CROSS CASE 5276
Page... ... . A2

MR. KpLLAHIN: If the Commission please, I think
we will come back to the reasonsof the Wew Mexlico Statutes
and the Rules and Regulations of this Commission ané the
Order entexed by the Commissicn at the previous Learing. We
are talking about commercial deposits of potash, and clcar
up to the present -L have been trying to help this Witness
to arrive at some conclusion that there is commercial
deposits of potash which he has consistently refused to do.
If there are commercial deposits of votash in any area here
we wo.'1ld like to know it.

MR. PORTER: What 1s your question, Mr. Kellahin?

MR. KELLAHIN: I asked him with reference to
Exhibit 16 to point out on there where, in his opinion,
there are actually commercial deposits of potash as opposed
to his projections of probable ore bodies to which he has
been testifying.

MR. PORTPER: Ry

lahin, we foeerl that this
question should be deferred to the next witness. le feel

this witness tolidé where he feels there are potash -- the

existence of potash is known to be, and the Cormission will

expect the applica.at to show where this commercial potash,

in their opinion, i: located, anc¢ I believe thev intend to

L.

¢o that with the nowo ik

ness.
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MR. KELLAHIN: That's all the questions I have of
this witness.

MR. PORTER: Does anyone else have a question of
Mr. Doregan? Ycu may be eXcused.

(Whereupon, a short recess was taken.)

MR. PORTER: Tine Hearing will come to order pleased.

Mr. Blackma=. would you call your next witness?

MR. BLACKMAN: TIf the Commission please, I have
been infoiwed by the U. 5. Geoluyival Survey that their
Mr. Van Sickle will identifv the potash enclave map that was
prepared¢ by them. He is not my witness, he is not appearing
on behalf of either party, except on behalf of the Geclogical
Survey, and I think that since we are talking about the
location of the ore zones and things of this kind. This is
the‘same map which is identified as Exhibit 6 on the previous

hearing.  Thi

&}

is just prints of it; we had smalier prints
made for convenience. But the Geoiogical survev, Mr. van
Cicklc con come forward just to make it easier for the
record I will ask you to identify the map and make @ state-
rment about 1it, unless you would pfefer to do it.

MR. PORTER: You have ancother witness?

MR. BLACKMAN: I have another witness on the pasis
¢f the comnerclal side ofFf this thing.
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MR. PORTER: VYes, sir.

MR. BLACKMAN: He will be a w’ tness on both of
trose maps, and I thought I wculd prefer to have both of
them in.

MR. PGRTER: You Levi it's in order now that the
f USGS witness be-called at this time?

MR. BLACKMAN: I think it would be more in order
tce do it that way.

MR. PORTER: Yes, sir.

(ihereupon, a discussicn was held

MR. PORTER: Is there any objection to Mr. Van
Zickle being sworn at this time and sppearing in this case?

MR. KELLAHIN: We have no objections.

MR. PORTER: Don, would vou take the stand at the
end of the table, please, and he sworn?

(vThereupon, the witness was sworn.)

MR. PORTER: Mr. Van Sickle, vou have a map in

couy heond, would you like to post that on the wall and tell

{hereuron, a dizcussion was hz2ld off the

rOeCOrG. )

MR. PORTER: The kxhibit has been posted, now

I'HE NYE REPORTING SERVICE
STATE-WIDE CEPOSITION NOTARIES
225 JOHNSON STREET

SANTA FE, NEW MEXICO 87501
TEL. {308) 0B2 0334

o p——— N h

A g et



VAN SICKLE-DIRECT CASE 5276
Page... .. .. 43 .. .

Mr. Blackman, why don't you go ahead and guestion the wit-

MR. BLACKMAN: All right.

D. M. VAN SICKLYE

calle¢ as 2 witness, having been first duly sworn, was
exzained and testified as follows:

DIRECT EXAMINATION

BY MR. BLACKMAN:

Q Would you state your full name, please?

A Donald van Sickle.

0 Your occuvation?

A Area Geologist, Conservation Division, Southern

Rockyv Mountain Arca, U. S. Geological Survey.
Q How long have you'been Area Geologist?
A sSeven Yevais.

MR. BLACKMAN: I don't prescnt Mr. Van Sickle a3
an expert witness. but I think it would be in order that he
be accepted as such.

MR. PORTER: The Commicsion recognizes Mr. Van
Sickle as 2 gualified geologist.
3Y MR. BLACKMAN:

QO Mr. van Sickle, has the Geologlcal Survey under
vour juvisdiction yprepared a map which is now posted on the
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VAN SICKLE -DIRECT CASE 5276
Page.. ... .. 46 .. .

on the boar¢ behind Mr. Porter?

A Yeu.

Q Is that map identified as USGS Exhibit Number 1
in this Case?

A Yes, it is.

Q Do you have a statement that you care to make
concerning that map, Mr. Van Sickle, the auspices under whicH

it was made?

A Yes, I do.
Q The basis unoer which it was made and anything

else yvou might care to addgz
2 The title of the map is, "Map Showing Distributiond
of Potash Derosits in the Carlsbad Arca, New Mexico", dated
May, 1974. This map was prepared under my supervision on
crders from the Chicf Conservation Division, U. S. Geoclogical
Survey. The Divrector of the U. S. Geological Survey and the
Secretary of the Department of Interior concurred with this
order. The map, as céirected in the memorandum was made
available to the public June 3, 1974. Areas shown as
measurec for emphasis"Mineable Potash Reserves" and indicated
caphasis "Mineable Potasn Resexrves'" were Cetermined from
corc hole and log data on file with the U. 5. Geological:
Survew in Carlshad, o Menico, 1n conjuanction ith reserve
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VAN SICKLE-DIRECTY CASE 5276
Page. .. .. .. 47 ...

subnttieu oy potasa lessees, usiag the following guide-
lires: Minegble potas. ore, mininuy qualiiy and thickness
greater taan 4 feet at 10 percent K,0 as sylvice, or 4 feet
of 4 percent K,0 as lonygbeinite or equivalent combinations
of e twc. Tre criteria uvsed for neasured reserves: (a)
Measured ore will Le celiieated by data points no more than
one-nalf mile apart if geologic inference shows these pro-
jections to be reasonable. (b) Measured ore will not he
delineatec by less than thive ¢ata polnts bhat meet all

) a

o~ T P I ey -
CuvIcy oiscanie an

(ness ond grade criteria. (c) Meas-

(o))
s
:,
0

ured ore will not be projected farther than one-nalf mile

from a data volant which meets tnickness and guality stand-
arés where no projection or geologic inference data exists.
Incdicated recerves: That area where spacing of dete points

does not meet measured ore criteria yet data points show

. e .o TR T T T SRSt U S (OO RSRUPUE N O SO S, A IR

minerdirca o rCrr riygiiel gl minlindnl ¢2i08nE33 and QUalicy.

The wminlmum guality and hiaknoan oviterin oorreaopends to
4 B

the U. S. Geological Survev classification stancdard in use
for several vears whicn identifies these U. S. lands that

must be leased competivelvy.

noudgh this mep is @ composite of all ore zones,

~ Yo L,
23 L L~

4

inese criteria were confinen Yo cnch 1adividuel ore zone,

=

tnoc s three Cate rolots e wore than oae--half mile anex
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VAN SICKLE-DIRECT

with potash of greater quality and thickness ir separate

ore zones did noc qualify as measured. Separate overlays
were prepared¢ for each of the major ore zones: combined
overlays were prepared for the other ore zones.

The Geological Survey definitions that are currently
being usec for measured reserves or resources for which
tonnage if computed from dimensions revealed in outctops.
trenches, workings, ané ¢rill holes, and for walch the
grade is computed from the resul:s of detailed sampling.
The sites for imspection, sampling and measurement are
space¢ so closely that the geologic character is so well
deficed that size, shape, and mineral content are well
established. The computed tonnage and grade are judged to
be accurate within limits which are stated, and no such
limit is judged to be different from the computec¢ tonnage
or grade by wore than 20 percent.

naicated reservos or resources for which tonnage ang

)

grade are computed vartially from specific measurements,
samples, ore production data, and partially from projection
for a reascnable uistance on geolegic evidence. The slies
availaple for inspection, neasurement and sampling are too
vicely or otherwise inappropriately spacec to vermil the
wincral bhodies to e oullinec comrlotely or the grace
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VAN SICKLE DIRECT CASE 5276

Page. . .. 49 .

established throughout.

(Whereupon, a discussion was helu off

the record.)

RLACKMAN :

Q If the Commission pleases, Mr. Van Sickle, I hand

you & document which has been marked for convenience,
Exhibit Number 4, and ask you if this is the Interior

Department order under which vou prepared this map? I cub-

mitted that and identified it the last time.

A Yes, sir.

MR. KBLLAHIN: If the Commission please, maybe I

misunderstood Mr. Van Sickle, but I thought he was proposing

tc give just the criteria, 1s that correct, Mr. Van Sickile;

-

the

e}

asis Eor your map rather than this order?

&7

TOAWT W
A el

Fye

AN

g
<

: That is what I just read.

O‘J

P

My KELIAHIN: Yes, sir. DO vou have copies of

MR. VAN SICKLY: Oh, ve

(0]

MR. KELLAHIN: I thought that was what you were
proposing to offer and we would like to have that if we
could.

MR. PORTER: Do vecu have some extra copies?

MR. VAN SICKLE: I have threec extra coploes.
MRLOPORTBR:  Ulve tnosce Lo e, Koellabin.
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VAN SICKLE-CROSS CASE 5276

(Whereupon, & discussion way hela off

the record.)

MR. PORTER: Mr. Kellahin, do vou have some ques-
tions; I believe Mr. Blackman has made the witness available
no0w?

MR. KELLAHIN: Yes, I do.

CROSS EXAMINATION

BY MR. KELLAHIN:

Q Mr. Van Sickle, on vour Exhibit which is the same
as PCA'~ Bxhibit Number 5 offered in this Hearing or Hodges'
Exhibit Number 5, in the area that is proposed to be in-
cludes in the potash area which is down in the lower left-

hand portion, you have an area marked as nc data, is that

correct?
A Yes.
e Now, when vou nrepared this map dié you have

A I'm sure we did.
0 euld that hole show “ore'" or "no oce’?
A I'm not sure; I don't have our individual ore

zone maps nere, and this map, as I gaid, was prepared uncer
my supervision, and I revieved it, but I cicn't prepare the

hole man.
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Page. ... .91
0 Now, the holes are shown on Mr. Doregan's Exhibit,
so they were available, were they rot?
A Yes.
Q Hcw apout nhole Number 5-23 in Section 32?2
A I'm sure that was available. 0f 23, 307
Q 32.

(Whereupon, a discussion was held off
the recoxrd.)

BY MR. KELLAHIN:

Q In 23, 30, yes, sir.

A I believe that those core holes didn't meet our
criteria for"measured"or"”indicated! therefore, we show it
as unmapped Or no data.

Q Well, actually they show "no ore", do they not,
or "barren", or do vou know?

A I don't have our core--hole recoxrds here.

0O But if the cores were available, they would
propvably snhcw no data?

A Wwell, this map just depicis the ”meaéured“ and
"indicated".
0 “eil, then there wa3 no ”measured“.or “indicated”
in those holces, i+ thot what vow are saying?

i Aprarxontls not.
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VAN SICKLE-CROSS

Q would the same be true of hole $-20, Section 30,
as 1n 23, 307

A In Section 307

Q Yes, <ir, in 23, 307 Immediately north of the
other lhioles that we are talking about.

2 Are these holes located on -- they should be an

this map here, right?

Q Yes, sir, they are.
A I would say that would be the case.

Q And the same 1s true of 5-22 in Section 25 in the

29th there, which would be adjacent to that?

A Yes.

Q Your map does nctit show the KPA boundary, does it?

A No.

Q Are you aware of 1it?

et The nonge pohach?

0 Yess sir, the known-psctash arcea?

A Yes.

Q You didn't see fit to include it on this one?

A Ne¢, because this map will ~hange the known-potash
area poundary.

Q ffave vou changed the known-potash arca map as yet?

In effect, this i the kxnown-votash ocrea boundary
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VAN SICKLE-CROSS CABE 5276

Page. ... 53 ......... .
not..
Q This is 1it?
a Yes.
Q Lt followsz around through the vhite area where it
says, "no data"?
A Yos, this wap will essentially become, or delincat#

between those U. S. lancs which riust be leased competively.
Q Now, as I understand your testimony was that you

have, under vour airections, vou had L0 have daté points no
more than a mile-and-a-half apart?
& Right.

Q Is that throunghont the area you have included in

showving mineable or, or indicated mineahle ore?

n ™
i

1

P
~

mincable the data roints had to be ail ileast

three cata peint: no Imare than onc-half mile apart shoving

- ~ - ¢ 3 — e 4 e -1 —
mcre than e minimum in thoe zame ¢ore rmone.
O What 1o the hagsie for youy mile-andg-—-a-ngairl pro-

jeclion,; is that an arbitrarv standard wvou have cstablished?

A Yes, this we discussed with the mining supervisor
and we determined that in this notash area that we coulid

delinecate these areas using this criteria.
2 belineate it "ith vhat degree of certainty?

ell, for the Jogrvece of cevihainty for vhich we
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VAN SICKLE-CROSS CA3E 57276

prevarced the map.

0 Jell, e 'ill cone to that in @ moment. You made
ancther statement about projecting no more than a half-a-
mile where there is no other criteria available?

A That is correct.

Q How many of those do you have within the area you

shov here?

A Viell, it is just how many wells, core hbles, data
points.

0 You projected onlyv a half-a-mile?

A That's all primerily around the outside edge.

0 You projected, in oilher words, < clrcle 1n a dianeger

of one mile, is this what it would amount to?

A Correct.

Q Ncv, you made reference to the Chief of the Con-
servation Division, Wavland's direction for the preparation
Faragrapin C on i¢ 3 vhere vou are directed to delineate
on this map the presently unmined areas which are considered
to contain mineable reserves of one or more ore zones, ie.,
those areas enclaves where potash 1s known tofexist in suf-
ficient thicknes: and quality to be mingable under vresent
day tecanoelogy and ccononics.  DIG you do thaot?
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2 e consluerea that we have done it, ves.
Q what present-day-technolegy considerxaticns did you
have?
A "lell, those were the mining superviscr's input

into this map:; I prepared it in conjunction with the mining

supervisor.

o, Is he present, and will he testity?

A No, he is not present.

Q what economics did you consider?

A There, again, that's in the mining supervisocrs

area of expertise.
Q And, you can't testify as to the econcmics of
mining this area?

A No.

Q Now, the order further directs that the potash
lessee will be responsible for subwitting cufficient data
tc justify anyv area which is proposed as a wmineable reservce;

Ll - -y
Lile L

gecelegist in consultation with the mining supervisor
will review the information furnished in this regard and

make any division in the boundary, and so forth. Dia yov

do that?

Q Dia the weeoash companier, in sour orinion, furnish
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sufficient data?
Yes,
Did all the companies furnish the Gata requestegd?

Yes, they did.

MR. KELLAHIN: Thank you, Mr. Van S5ickie.

MR. PORTER: Any further questions? Mr. Nutter?

CROSS EXAMINATION

BY MR. NUTTER:

Q Mr. Van Sickle, I have heard discussions in this
Hearing and other hearings on the votash area about salt
horeses: T wonlad like to ask vou a couple of qguestions about
salt horses.

Now, 1f you have a salt horse, is that salt horse used -
or let's sav first ot all that we are i1in an area where there
is indicated or proven reserves of ore in several different
zones. Now, if you have a salt horse, will that sali Loise

extend through moxe than one zone, or is it confined to one

zone?
A I think it generally is in alil zones.
Q Tt would come up anc penetrate through the --
2 {Interrupting) No, it doesn't venetrate. & salt

horce iz an area of no potash mineralization. In other

.

oyan, vou arc in ore, then ol of & suaden there is nn oL,

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEY, MEXICO 37501
TEL. (505) 9820386

i R



VAN SICKLE~CROSS CASE 5276
Page........ - A

but the clay beds continue right on through the non-mineralif
non-potosh mineralized halite.

Q If you have mineralization in an off-setting well,
or hole, in the lst ore zcne and mineralizaztion in the 10th

ore zonc, and then you suddenly run into the salt horse in

the lst zone, is it likelv that salt horse will be present

in the 10th zone also?

A Well, I don't think I would want to arswer that

with any good certainty because as Mr. Donegan exolained,
the ore zones are quite -- thev are not all coextensive,
and so it is just d¢ifficult to say that this would happen in
all cases.

Q Now, when you were making your study, I think you

said trat the criteria was 4 feet of 10 percent syivite or

-

4 Feet 0. 4 percent iangbeinite, or a combination of the
equivalcnts; vould this btr nnfe o cay you are in an area of
langbcinite only, vou have this langbeinite, this 4 feet of k

| 4 percent scattercea througl 4 zones, and yow just had one j

foot in each of these vairious Zones, it would come up to the

4 percent, would vou consider that mineable then?
2y No.

Q There woulc have to be 4 feet of 4 wpercent in one

e

o
~
"\
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A Thai's rigr. Ik canr be 3 fre of 16 percen:
K-0 as langtel ‘tue, #ad we would i .en aiv de and briig | e
3 feet up to 4 fcet, 2ud lower t.e perceutage, »u it would
svill be equivaleni io,.
Q But you couldn't rave oie fooi of 4 percen. in o:e
hed, anc ane foo of 4 percent - anctier Led, and so o.
in order o arxr:ve a2t 4 fee" of 4 percent?
A No, sir.
MR. NUTTER: I just wanted to make sure that I
vnders‘nod tnat. Trat's all.
MR, DPCRTER: 2Anvane else ave a quesiior?

Does 3anyore want to formally offer USGS Exhikit Nuaber

MR, BLASKMAN T swonld offer TUEGS Exlbit Number

i

“ime cffer PCA's Ex.ibit

N
ol
]
i
-
m
©
g
ot}
t

1 into ©tne record, ai
Nuuber 5.

MR. PORTER: A1l rigiht, Mr. Kelliacin?

MR. KELLA4IN: If the Commission pleases, we would
objecy to Ve 1itroduccios of ne Exnibit for tThe reoscn
Lnay 1o purporits Y0 500w easured, buit mineable potashn

reserve: in oNe Or wOrc ore zo:es or i..aicaled miaecaple

LOLas T £escrves Lo one Or ncre areé zotes, and il Lurpor s
Lo ave Seos jrersrcd 1o aueorcaace vl U0 Glreciiens
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contalaed Lo Bxoibil Nuvmoer 4, Mr. Williams lelver, woere Lo
sSnow woeere potasin ore is krown (o exXist in sufficlient talck-
€88 and gquallity to be mineable under present day techiuology
and economics, and tue witness supporiing ¢nis Exaibit has
testified tuat e is unable Lo testify eitiher as to the
cohneloay used or tae econromics used. There -as been no
sufficient foundation made for the Exnibit, and we would
object to ite introduccion.

MR. BLACKMAN: If the Commission pleases, iﬁ seems
to me that this Exhibit having been prepared under some
ciLrcums tallces il which rhe Commlssion is familiar, that is

tial conflict between tne 01l and

ct
o
o

that there 1g 3 subs

Gas Assoclation and the so-callec pctash group which enced

-

ur in hearings 1n Washington and Albuguergue and eventnally
this order was entered. Now, we cre in & real peculiar
position here in Neuw Mexico, sometining thai I can't reall
ideatify exactly as the problem of jurisdiction of the 0Oil
Conservation over Federal langs, and it seews to me under
finese circumstonces when the Geological Survey, as was

trestified 1o, has reguested information from all of tne

a

4]

vounoh companies, and, of cour vou well koo, they

i

I
~

already had 2Ll of the basic informaticon alrendy because

(e
)

fhe cors holes are aloavs filled iita wao Geoloyicol

N
"
et
o]
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Survey, but they have delineated an area here "which Mr.
Van wickle testified to os te what it is supposed to be and

that then it is entitled to be accepted into evidence as

thelr orinlon, and “ou can give ii viail velgl you wisii to.
3
It does seem to me that it should be accepted into evidence,

and based on the fact that they have more information than
all the potash companies rut together, I think it would have
substantial weight.

MR. KELLAHIN: If the Commission eoleasc, I quite
agree they have more information than anvbody else, and

~ e~ aalandk A v v
Al Whes VT aZe LI

Iy

e A o Tha witnoace tactified
ny o S e Atn

U2

that the criteria used on this map I undcictand is by Mr.

Fulton and not by nimself. Ve could defer admission of the
exhibit until they vrroduce Mr. Fulton for a cross examina-
tior as to exactly what criteria was used, but we are still

back to the same gnestion we started with: we're talking

about commercial deposits of potashn, ond there is no evi-

U
s

|

¢ence here to show conmercial ceposits of potash. Certainly'
to offer this exhibit @s some indication that nart of this
area is commercial denies us the right of cress examination,
anG e object to it.

MR. PORTIR:  The Commission wiil sustain the ob-

jection and cen. adwaisvior of  ULGh Braibic Number L oand
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excusce the YWithess.
Call your next witness, Mr. Blackman.

MR. BLACKMAN: If the Commission glease, I would
like to make a regquest here, and it is a bit unusual. In
the preporatioi of all of these exhibits Mr. Donegan was
17 with hic assistants and people in Albuquerque; thejy
were operating down in Carlsbad and it wasn't possible for
wir. Rice to be the next witness and testiry from these, he
éidn't see them at all excevt for the first time here this
morning. I would like to request, even if it is a little
LIL ewrly, ii ¢ Tould rook for lunch now 7 think it
would save time. We could come back in a few minutes to
put together the tectimony, and I think it would go a lot
faster.

MR PORTER: Do vou think vou can be back by one
o'clock, Mr. Blackman?

MR, BLACKMAN: Oh, ves, easilvy.

MR. PORTEK: The Coiwaission will recess thne
dearing until ocne P.Ii.

(Whereupon, a recess was taken fox

Junch. )
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Page. ... . Da.. .. .
(Afternoon Session)
MR. PORTER: The Hcaring will <ome to order pleasc
Mr. Blackmer, do you have another witness to come rforwvarg?
MR. BLACKMAN: Yes, sir. Mr. Rice will vou take
the stand, vlease?
(Whereupon, the witness was sworn.)

DAVID RICE

calisé as a witness, having been first culy sworn, was

examined and tectified as follows:

DIRECT EXAMIMATION

Q Would you please state your name for the record,

your full name?

D David Rice.
< Mr. Rice, what ic your cccupation?
a By profession I am a mining engineer; I'm Vice

President of Potash Company of america.

Q lir. Rice, would vou vlease give us an outline of
youur ecducation an  wrerience?
A I hol¢ a degree in mining enaineering from the

<

University of California, Berrxelev, Class of 1940; gold

mining for Dunont Mining in California, Beauwette Mining

in tho Pnilipeine Isiancs; Consolidated Copper Mianas in

'
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America since 1350.
Q Since 1950 what positions have vou held with Potash
Company of America?
A I joined-the Potash Company of American as a mine

engineer, subsequently, into various mining supervision ;obs
a3 face boss, mine foreman, mine superintendent, operations

manager, and Vice President of the Companr since November of

1973.

0 How long bave vou been orevations Manager, Mr.
Rice?

A Since December, 1960.

Q In the course of your dutles as operations manager,

and since then as Vice President, you would have participated

in marketing conierences and¢ declslons on a regular basis?

A Yes, I have.
MR. BLACKMAN.  Will +he Commiceion accept Mr. Rice's
gualifications as an exgpert in this arca? !
MR. PORTIR: Yco, sir.
2Y MR. BLACIGiAN:
Q Mr. Rice, a2re you familiar with the current prices
at which yotash iz being sola?
2 Yes, I am
> coulc vou tentilv for Lnhe rocove o Lo whac thoze
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vrices are, and how they comrare with prices, say a vear

Now, vou are talking about

U (Interrfupting)  Lot'c ol about wuriaio,
A Muriate of potash?
9] Yes.

A Well, T should, Mr. Blackman, go back to pe.rharps
1969, 1970 which “as a terribly depressel period in our
industry, and potash was selling in this country, as well as
in Canada at lows ranging from $10 tc $12.50 a ton. Since
+hen, hemrinning abeocut two vears ago, the situation has re-
versed. Potash is in an extremely low supply koth in Canada

and in the United states. Polash prices have answered the

supply and ¢emand ane prices, fortunately, have increased

vhere instead of selling for $12.50 a short toun, it graduallg

movas up into the $27 to $39 range, depending on the type cof

potash v01d. This ic for the mariate of potash.
Q In scwveral gracdes, and vhat rac the highest grade
vrice of the muriate of potash accoréing to current price

lista?

A On the agricultural grade, the soluanlio muriate of

cotncoh, the hite crvstalline matexial, whrlch sells on the

~

cyrico Lise closc oo $350a ton.
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- Q How about the granular grades?
A Granular grades have also mnoved up. Of course,

the standard continues tc b& the lowest price, and that is
s2liing for around $25 a shurt tone with the course and
f granular porhaps in the $27 to $28 range.

Q The average prices at which wuriate of jotash

would be sold then would depend upon the weighted average

of the several products making up the muriate grades?

A Of the three major grades, ves.

Q Are yvou familiar, Mr. Rice, with the market for
sulvhate of notash?

A Sulphate of potash has been in even shorter supply.
As vou Know, there ere cnly two wvorld producers of sulphate
of potash, the Sulpha-Mag ancd the High-K, Duval and Interna-
tional Minerales.

9] You are nov referring to suphate of potash
ragnesia?

A Cerrect.

Q “hich we have called here variously SPM, and IK,
and Suvha-May, and as we have referred to it here, langbeinite.

at Langoneinite, that i1s correct. It has a certain

cumber of trade names and generic names.  That matevial rhich

— iz wolely producce in the Cavlisbhd: o ares, anc thoe entirce rorld
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at the present time by two producers, Duval  and Inte:nation#l
Minerals, and I thiank they have been out of inventory for a
lony time. As a result the market price of thuse materials

hoe climbad azteronomicalle in the last fouw voars from

perhaps in the $17 range and now selling $27 to $:29; 1
believe the standarc grade sells for $27 and the granular at
$29.

Q I think the record will show that Mr. Elders, an

emplayee of puval who do make and sell this vroduct: lie

f testified two veeks ago that the current price was $27 for
standarc and $29 for the granular grade.

Do vou have an opinion as tc whether substantial :

addicional quantities of langbeinite could be sold at the

At e

S

current spot price?

Pt I have no question in my mind, knowing the general

: shortage throughout the world for the pctaszsiuvm sulphate
in various forms.

Q Would vou ~xplain, if vou can, why it is that the

demand for sulphate potash materials has accelerated faster
that it has for muriate?

A Firat, the supply is very limited, and limlted to
1 the two Carlsbad vproducers nentioned. To date thecre have
been po dlscoverics of langkeinite in Concca oo oy major
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GoROsh.on anvihiere S o wordd, wa oo osunte b
€ Ccrpael v ool Duval aau I oter o Lo ol Miaerals (o produce.
T ¢ aced fur yotass am sulv-ate 13 o© ‘¢ focredde as e

1Y v cernea wn Cea e lori1des v tie s are somev atd

Lgunersal Lo cexrtair. crops. Toe (radi:ional crops, of

course, are ctohacco, potartoes, acd a umber of crops thal

cannot tolerate a 1gh level of c:lorice, so tuese crops

conti.ve "0 cxpandé a:id requ.re a greater awou:t of potassium

sulghae. In acdii.c ., ra:v farmers lean Lowards usinyg
O auslue sulpaale  racher (eas polasziuvm ¢olor.ce since
all ylanvs nceo pocasswum, but wo all planes eed cualoride,
- auG 1 tlune te s0il hecones saturaived ~ich ¢cailoxr.de ansd

aev sywive s Lo she langoel Lite-iype waterials.  In acdivion,
the magaesium and toe sulpnur plav an imrortany role in &ae
fervilizavion of ihe plant, botu tic macacocium 2nd the sulpadr

~

are Lmportant plant autrients. So (i1e demand for these

tMings Keer on increasing wikh Lite quantitv that is being
procduced at ihe vresent ime rather fivec.
1
1

Q Do vou know of anv other deposits of langbeinite

Lo 10¢ cortaern, or vestern aemisphere?

& I X ov of ro deposits ctner than 1o e Carlsnad
avea, Mv. 3lacikoan.
- 2] Tos s Lo Lo iorasa vnat o is s g ooriiea oo
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expiolted, but one vhich 1s known geoltegicaily Lo exist, is
tnalt correct?

A That is coxrect.

0 Mr. Rice, arc wou generally familior with the
grades and ihickaesses of ore wialca are curreatly beiag

mined 1n tae Carlsbad vasi  ?

A Yes; Mr. Blackman.
Q 3v several companies?
[ . -

A Right, I do.

Q Are vyou generallv familiar witn the processes
which are in use by the several conpanties to beneficiate
the ores that they have?

A 1Mr. Blackman, as vou know, a lot of this informa-
tion its proprietary ¢ud held pretty tightlvy by mest companies
as their private process, but on a general basis I think all
of the preduded: imve & general igea of what itnhe cther
fellow is coing. Yes, 1 have a general knowledge.

0 YWell, let me put ic a little rore specificalls .
Let us say that you know, for instance, that Amax Cranical
Corporation uses the flotation process?

A Tnat 1s cor—ect.

Q AnG - ou Know vhal they usc & mesn a:x a reagent

— || for Lne pureosce of tonaraiing (e yolash frolw fne ool
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Tnat 1uv a facek.

Q ANAQ, you Know tnat tney use other reagents for the

purpose of blinding the clay in order Lo keep from wasting

The nedn G Une
Tnat is correct.

Q Now, what cpecific information -- you saicd
genefully you know -- specifically do you know now wmuch of
each reagent and possibly the exact kind or combination of
reagents those companies ar. 1»sing?

A I have coine knowledge of the reagyents that tacy
use. I don't really know specificallv about nov much of
erach reagent.

Q I think the patentsz generally describe it as a
usalle amount?

& That is correct.

Q Whatever that mcanc. Mr. Rice, I will hand you
a cocument wnich has becin warked f£or convenience as PCA's
Exhibit 18, and ask vou 1f you will describe this Gocument?

A You have handed me Lwo sneets of tabulationg,
Carlsbad Besin Tonnaygye, and Grade for the Years 1973 1nad
1374, Listing the then wroducers i qocacn in Carlsbad ont-

1

lininy their ore tonnage holsted and ihe ore grace of the

tonnags Dy omenths,
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Q Now, would vou explain how this report came into

being; is this report mode on a regular monthly basis?
is made on a regular monthly basis.
it made?
a Cuarrently JZmax Chewmlcal has volunteered to tabulat%

the informaticn for us and at the end of the month each

company calls to the Chief Clerk at Amax and we provide the

informacion,

the tonnage,

and

the ore grade hoisted, and

his has heen dene for guite a

few years.

Q You note on there, Mr. Rice, that in the case of
International Minerals and Chemicals and Duval Corporation

thev rervort only the tonnage of sylvinite?

A That iy correct.

Q They do net report their tonnage and grade of
lanugbeinite?

A That 1s correct.

C Anc, the other comganies on the list do not mine

or process langbeinite, so the report covers their sylvinite
onlv, also?

A That 1is correct.

Q S0 that the note on the report heve,

and Duval  oniv rerort syilvinite” really ourliecs to cvory-

L

. : : L7 N
bods, Lh o apyplies only Lo ovlvinite?
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A That is correct. ‘“That was at the request of the
other companies, Mr. Blackman, that ¢id not procduce lang-
beinite. At that time we vere only interesced in sylvinite
and both IMC and buval averaged out the langbeinite and the

sylvinite and came up ~ith one single value which meant

nothing to the rest cf us, and so at the reguest of one

company we asxked them Lo oniy i sylvinite grade.

c Mr. Rice, is this report part of the ordinary
business record of the Potash Companv of America?

A Yes, 1t is.

Q Mr. Rice, vou heard the testimony given today by
Mr. Donegan, and also by Mr. Van Sickle regarding the
geology of the area that 1s in question in this Hearing and
is sought to be brought within the boundaries of our 111-3;
wvill you please comment on the viability of the mineralized
zonie in the area as thev have described it, and refer as
vou wish to any 0ofF the exhibiks that you f£in¢ on the wall;
make what general comments that vou can with respect to the
gecrogy as it is within your experience aand the commercial

naturc of the deresits as 1t 1s within vour experience?
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out the word "wviable".

MR. KELLAHIN: If the Conmission please, unless

the ‘.ltness is testifying to studies ané information that
he has wude ©F his own or b;sed on information that hes been
suppliec bhim when he came in here today, on the commercial-
ability of this cre then wve object to hio vestimony on it.

I don't *hink the witness is gualiificd.

MR. BLACKMAN: Well, Mr. Porter, the Commission,
the best evidence that can be obLtuined wilh respect to what
constitutes a commercial body of ore is by somebody who is
at the present time in charge of mining a commercial bodv
of ore and who is familiar with the general operations in

the Carlsbac district. This is the type of testimony which

:J‘
B}
»

onmission should have on which to base its decision as
to vhat constitutes a commercisal  deposit of ore. Now,

Mr. Ricc concurred in the ctestimony as to grades and thick-
nesses of ore within the area that we are talking abouc,
andg I am now asking him, based upon his experience which is
manv an¢ varied in the potash business and in the marketing
enc of it and in the mining end of it ~here ne has had the

job of meeting rayrolls, to comment upon hat he consicers

to be veasonable cut-nIif Cracces as to the obach coposits
N Lo wlrorice, ana RSP SEO O B Coomaoancs Lo Uil sart
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' not auiiing him to comment about, or to tewtify os to
what yraces and thickanevseszs are profitable +o International
or some other company:; I'tn asking him for his opinion with
respect to this particular property. I don't know where I
rould get anyhody with any better information on which to do
it.

MR. PORTER: Objection overruled, Mr. Kell=hin.

MR. RICE: ‘Jould vou like to repeat that question,

Mr . Rlackman, I lost it in this discussion?

.

BY MR. BLACKMAN:

Q /1ll you please comment on the non-commercial
nature of the ore boales that have been delineated on the
maps nere by Mr. Donegan and Mr. Van Sickle? First of all
background, and as you are going into it tell us all the

details.

Jomt
J=

4 Well, 1° tell von what  innw anonn th

< Wy

1)

ject and T have been at the inception, and where we finally
vent to our Boérd of Directors and reguestec ypermission to

go aneaé. If I may Olgress, Potash Compauny of America has

been in the rotash business since 1420 which gives us about
44 vears experience in the mining, processing anc macv<etiag
of potaszh. e don't sov we are any bilgger or any umdrter

than anvhnagy olse; each comrany b2s 1ts own techniagaes, hoth
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in mining and in processes, but v have been deczirous of
entering into the langbeinite business for many vears, and
we have watched the development of the various lands that
becane ayailable in Carlsbad; and e have watched the world-
growing shortage for the langbeinite material, and we have
worked very clesely with our sales department ac to the
warketability of langbeinite and in what tonnages could they
sell initially and finally as the opveration grew. So the
desire to enter the langyheinite business is not the whim of
the moment, it was the result of considerable research both
in marketing and 1n mining and processing.

Tinea Lie Hocdges Trust area became available or became
known to us that perhaps it could be obtained, we again
recdouvbled our resecarch 1in this matter. QOur sales department
assured us that they were mpost anxious to enter .into the

business just 1s rapidly as they could; that our customers

)

vere wanting to

tnow why PCR owas so large in the muriate

bes

business, Dut was ot in the langbelnite. We explained to
them that the only known-langbeirite reserves to date in the
worlé were in the Carlsbad area, and we were investigating
and when we found a block of tand ply enough to sustaln a
minlng crevation ¢ vonl) enter i1t. And, so alfter many

' - S e e . S e I — e O TP, - s
months of negoilations betveen our legad Jeportnoni anc Lho
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Hodges veople e entered into an agreerent to explore the

possibility of developling a langbeinite operation on the

Hodges ground.
The question has come up time and time again as to the

viability or the commercialability of the operation. FPCA

has not been kncwn to be easv with the dollar, wve are investt

ing a considerable sum currently in a drilling operation to
Gelineate the ore body as completely as we can; we are
following the known geoloyical and wining proceduvrces with
our cérilling yprocram. e have found some very encouraging
results from the seven holeé that we have now drilled in

addition to the 75 that have alreacy been on the property;

some Grilled by the Hodges pecople and others drilled by

other pecople. e are awaiting the results from our seventh

hole, still in the laboratory, and we are now drilling ocur
eighth nuvie, and it our intention to concinue drilling the
entire yvorerty until vur information of the ocutlines oI the
ore hody 1s as complete as it is humanly possible. The
indications of the holes that are on the property, and also
those that we have drilled so far, is that we do have a
commercial langbeinite ore body. e believe a goou part of
that is commercial, we have gone to our directors and Lhey

howve aubthori-od us o spenc ©hat monilos ars neete lary once
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we have finished our drilling vrogram, to sink two zhafts

which would be necessar, to develon the operation. to build

a railroad to that location to transpoewt that ore to our

existing rlant which voula have to be enlarged and modified
to treat the langbeinite ore. Therefore, I feel that with
the authority given us by our directors we arc well on the

way to developing a third langbeinite creration in the United

States.

The hcoles which we have d¢rilled, which are on the naps,
shcw langbeinite of excellent quality. Some holes are
marainal: one of the few we have drilled, but we have
enough indication now to encourage us to rroceed with a

dgrilling camiaign as actively as possible. We would employ

~

more drill I‘igS, 1T we Coulrd

<

a
-

have v
VO ar

Fennsvlvania Jrilling whe has done most of

the pota

Ly

-

Pl

~
L&)

h

drilling in

the basin, and we have urqged them to bring

another riu in, but those of —cu in the netroleum business
realize the scarcity of rigs. ‘e are very impatient to get

aheaé if this develovment and we are coing it as rapidly as
possible in the belief that we have a viabkle langbeinite
crecveiion, and we hope to be the third producer of lang-
beinite in the entive worid ag s00n as we can gelb our busi-

Catln .

%

noL.s Joinyg anc as crearly o Dashion oy
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Is there anything c¢l=e vou ncec, Mr, Blackman?

Q Would the crilling of indiscriminate oil and gas
heles throughout this avea interfere with that orderly
development, Mr. Rice?

p-\ The answer, of course, 1is a very definite "yes."
wWe have had to live with a number of ¢il and gas wells in
our existing potash opecration which pre-dateé the potash
mine, and they continue to present a cont’auwous hazard; we
leave valuable potach around it to yprotect the mine from
any possible incursion of gas, oil, or water. I will recall
to von, My Rlackman  +that not varu long acn we aave nn
10 thousanc acres of poctash leases in Lea County that we
have held for many a yecar, and have made a number of economig
studies, and just a very short while ago decidec yecause of
the great number of wells existing in that property from our
standards vas no longer economical, and we surrendered those

122

(SR

]

v
P
I
(@]

Q Do yvou have any figure on the amount or the val
of the potash which was lost out there in gecond mining

because of the nrecence of those oil wells?

MR. XKELLLIIIN: If UThe Commission pleasce, I don't

tnink 1t has anv bHearing on the gue. tion. We don't know
now many velle there aroe oo o seciion wn thot rarticular
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arca; we don't know any oif the other focts. I don't think
it has any bearing on this guestion.

MR. BLACKMAN: It 1is extremely important anq very
relevant vo this caze. The guestion as to what happens here
when oil wells are drilled, I intend to ask Mr. Rice about
the potash loss to second mining and the details of that,
perhaps in reverse order as to what happens when an oil
well is drilled, a substantial amount of potash is lost.
Vhether the 01l Conservation Commission -- let's put it
this way: The Oil Conservaition Commission has the obliga-
ticn heore of malkinag a decisioa.  We have two eople who
are on owposite sides ol Lhe fonce, and it szeems to me that
you n¢ed all the information that you can possibly get with
resnect to t-hat.

Now, here is an actual incidence in which a very large
amount of money has bgen lost to the State of New Mexicou by
reason of the fact that Fhe il weilo Lave been drilled
threugh rotash deposits, causing us to abandon the petash
deppsits. It seems to me that the cetaills of that are
vecrtinent.

MR. L”OR'L‘}.‘,‘R: Mr. Placliman, arc vou csking the
guestion as to the value of the votash that hes been lost
of the survencoeviag ol tho oo Count laodson?
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&

MR, BLaCi®MalN: It is not exactly thot way, it
rretky clouse to that.

MR. PORTER: 4as I uscer-tand it you surrendered
the lcages.

MR. BLACKMAN: e didn't surrender the leases, no.
someboty clse has fhe leases now, but we decided to pass
them up, because we didn't think they were worth carrving
anymore.

t{R. FORTER: .nd that was because of the presence
of il and gas development on them?

MR. BLACKMAN: Yes. Vell, I vould rather asik M.
Rice that question. In mv opinion it is "yes'", but --

FR. PORTER: (Interrupting) I thought you had.

¥MR. XKELLAHIN: If the Commission please, my

objecticon 1& simply thls: e are talking apout potash
3 3 g

[yee

fteases that have een Lulned ©C somcbedy else: theyv haven't
veen abandonea appareantly, so the gtate hasn't lost anyiiing
vet. The question is yredicated on his evaluation of ore

reservves uncerlving an area remote from this, over in Lea

Countv rhich nasn't been ceveloreo By the totash company,

. e - . .. - - . PSRN ~ P - P P P N LA
Doy v SyYoen oaun g Ve ¢y o anresd, can L@ \Ja‘s.‘t tne ¢ Nparde, Nr.
IR NP T et [ Sy e ey e P TN ’ R T T PR N
Bopneaan, Lo on o oortnooss stone oo vostrioy oo e vatuae

N 3 ; e - 1 - v vye Lo Vs
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Page. . ... 89
oo bnan't tl o1y objectionablo.
MR, PORTER: Objection sustaincu.
B3Y MR. BLACKMAN:
¢ Mr. Rice, arc vou tamiliar with other -- wou 5aid

vou vere {awmiliar with other cperations in thw area, the
potash arca, arc vou familiar with the rew onerations in
the potash area; what i1s going on down there with cespect
to ne. cevelopments, pesides this Potash Company ¢f America
develorment?

A As I mentioned egarlier, Mr. Blackman, there has
been a tremendous turnaiout in the affairs of the potash
industry in Carlsbad, where in a few vears various experts
predicted the demise of the Carlsbad-potuash industry in
face of Qanaéian comietition because of their higher-grade

ores, thicker ceposits. The potash business in Carlsbad

. . 4 e v e v o
12 1n 2 remay G

-~ 1+ = L1l o L -
ke gl , QiU g AP LR ULU?JC,'.LLXE’

(o))

ca

Cu

in Lie race oi Canauran cowvetition. The old existing
operations are indeed verv healthy, making a little money,
and in addition to the opecrations of two companies, have
announced entry intc the Carlsbad area. Announced just
50 cays ago in ktne Caerlisbad vapers and in technicsal
icurnals, Misoisoivpi Chaemicsl heo snnouncoc a rostible
invesltaent of 50 millicn <ollore ints the cennbiilitotion,
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the construction of a new refinery, a plant, and they have
purchasec lock, rtock,and barrel the Telocyne Potash wvhich
was the old U. 3. Borax, which was the old U. S. Potach.
Missilssippl Chemical is one of the large farm co=-ops that
we have in this country.; they operate in the southecastern
states with thelr headquarters in Yazoo, Mississippi. They
are interestec in the potash business as they, themselves,
are users and very good customers of the Potash Company of
America of up to 4 hundred thuusdnd‘tons of potash a vear.
They have been having wroblems in meeting thelir demands ana
neecs from their regular suppliers, including our company,
and in order to insure a steadyv source of supply of one of
their basic materials they will spend in the area of 50
million dollars, so they have announced, they are righ: now,
in just a bear 30 days since acguiring the property, begin-
ing the rehapilitation of the wmine, and they have ampleye
varicus consultants and experts to assist them in their

venture.

A seconé announcement, which was only last week, in

the Carlspad current Argus, our leocal naper, Noranda of
Canada, one of the great nining compranies of the world,
Canaca’s large:.t ulnlng comeany, - no aloo minocs o
avhatonesan . Onnaoaas, e

Lahe bProvinio oo s
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RICE-DIRECT CASE 5276

have excrcised their option to take wi: the ledses in Lea
County just ewst of Naotional Fotash, anc tovards Kerr-teGee
How much they will spend, and whether they will go into
operation, I don't know, but they have exercised their
option, they have bought up the leases from the present
owvners for an unknown sum of cash.

I should go back to Mississippi Chemical, in addition
to the 50 million dollars that they have announced as a
piant invesitment, it is our educated yuvess, although they
have not announced, that they paid in the area of 20 to 22
million dollurs for the old U. S. Potash prorerties.

I believe those are two companies that have-announced

entry into the potash business 1n addition to the six of

us that are now operating.
Q Do vou have any iniormation about the operations
SE Do Mingo or Peymian Potach?

. P i -
A bay mincs, ik sorry

digress « little bit, Carlsbac, we had many, many, nany

dirc precdictions a few vears ago as to the continued health

of the cormmunity, not only of the industry, no. e are
concerned about the lack of housing, with the oll auv yas,

3ecker Industries have moved in, Hissisusippl Chemical,

Noranc s, and Day Mines have annouucoc.
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RVLLAJIN: 1f ¢ Comiy =0 o please, qas v o alt
viery oo res owng, ou o Lodo T odn ik L o S YRR
Jivoa o wae er o oicrce are comwercial deposiis of revasy ou doeg-
1w g ¢ arves proposed te be breouyg ©oiocie R-lll=-A. 7o
Dav Mi.es, I do.'t k.ow wrere @ ev are, coriait 1 Teled se
ang cow Mississipr | s a wav or . of aere; it aas .ebii g
L0 do withi wnat wo are talki g apont, and I thi.k i tine
itteces: of time we srould svick tc tie subject.

MR, RLACKMAN: Gentlemen, I tiink teat the
general sitnatio wili: respect o tae potasi aduasicy Ly
certai 1 pertiden?.' If we are go::g to nave to go ow the

)
Qa

mn

is of what 1s brougnt fortii 1 - nis Commission W2 shculd
have a general rpiciure.
MR. PORTER: pr. Blackman?

MR. BLACKMAN: I would like to make 2. adaitio-al

statomerd, if vouw mnleasce. I pelleve vnai ihe questio: of
what L$ Ccomierclar, at aoy particular tine --

MR. FORTER: ({(Interrupting) Mr. Blackmwan, 1
nelieve i are worki:g in ine cark.
(:hiereupon, a discussion was neld off
ine record.)
MR, PORPER: Go ancad.,
CMR. BLACKMAN. I catak Loe cueszilion of waethex
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4 par.cicvlor ore depocit 15 commercial or ot depends upon

priacivally tarce ihings: <conomics, politics, and technoldyy.

I'm here to attemnl to show sowetiiing of the economic
situation. 1 can show vou something through ithis witness,
againu, about a political situation which has an effect ou
the potash industry, andé Mr. Rice is familiay with the
technology, and I believe this is what the basic ques- ion
is, so I think that the economics of an area 6r something
of this kind are quite important to the¢ consideration. You
just can't decice that "X" feet of "Y" percent 1s com-
marcial: T dgon't think you can draw a positive line of that
kind. You are in a2n area, vyou can say that something

below this is probably not commercial at this time, and
something above this certainly is; then you have a gray
area.

MR. PORTER: Tioe Commission will sustain .
Kellahin's objecition. Ve recoynizc that charging conditions
have stimulated inkterest in the area, but we have to get
back to the guestion. This decision is going to have to be
macde on evidence concerning the rarticular ares in question
here as to whether or noi audéiticral acreage is to be in-

cluded in R-1L1-2, =0 the obiection is susiained.
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Page. . .
BY MR. BLACKMAN:

Q I will tinen be able to, since I need to put in
other evidence, what cther people are able to do, since
whether something is commerciel or not depends upon the
available techniques -- what people can do -- not neces-
sarily what we're doing; what other people can do is im-
portant. For instance, I'll ask Mr.Rice to refer to PCA
Exhibit Number 18, and if he will nocte thereon and verify
for me the fact that the highest ore grade noted in that
period of time which is 18 months, is 10.03 percent, and
the lowest is 7.71 percent. Would you verify that ior me,
Mr. Rice, from that Exhibit?

A Will you repeat that again, Mr. Blackman?

Q I asked you to refer to Exhibit 18 with respect
{0 tonnage and grades mined by International Minerals during
the 18-month period, and veriiy that the highest was 12.03,
and the lowest was 7.717

A That is correct.

Q Those, Mr. Rice, are average grades represented
by that reoort, is that correct?

A That is correct,

Q Now referring to Mr. Donegan's testimony with

respect to the exhibits on the board, particularly
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Exhibit 16, the perimeter lines surrounding the colored aread
on that may are cut-off lines, are they not, and not avarage
grade lines?

2 That is correct.

[
-

Q The proposed operation ¢f PCa in this garea you
testified was principally valuable for its langbeinite
deposit, ére there also valuable deposits of sylvinite core
in that area?

A Yes, Mr. Blackman, we are very much interested in
the sylvinite horizons, especially in the 10th ore zone that
shows considerable thicknesses of sylvinite, some running in
the area of 10 percent K,O0.

Q Mr. Rice, bhased on your studyv of this area, and thd
evidence Mr. Donegan and Mr. Van Sickle have put in this
morning, c¢o yom consider that the_cut-off nointe that were

reparation of Exhibit Number 16

o +hno
JSF OS5

used by Mr. Dunegan in
are reasonable?

A Very reasonable.

Q Are you familiar in general terms with the politicy

situwation in Saskatchewan, andg in Ottawa as it affects the

votash industry and as it might affect the potasn industry

5 Yes, I anm, Mr. Slackasn, only in general terms
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in what 1s aveiluble Lo the public media.
Q <ill ovou juct explain a little bit about what you
know 1z goinyg on there as of now?
A T'11 try to tecepy 1t as brieflv as possible, Mr.

Blackman. A baslis for considerable interest in thz Carlsbad-
potash industry by Noranda and others, including companies
operating in Carlcbad and in Canada is due to the very un-
certain political situation now existing in the Saskatchewan
Province as exhibited bv the Saskatchewan Provincial Govern-
ment.

MR. PORTER: Mr. Blackman, I don't believe the
Commission would consider this testimony pertinent to a
determination concerning this particular area.

MR. BLACKMAN: 7You are making a ruling to that
eififect?

}R. PORTB

A XS o~ .
13954 res, Oir.

MR. BLACKMAN: fThen I will offer, as an offer ot
vrool, 1¢ the Commission please, that the peolitical situa-
tion in Canada is extremely important with respect to the
rotash situation in New Mexico, and in particular tc this
area as Lo et constitates a cormercial bhody of petash.
fhe Poderal government in Canada, snG § nrouose Lo | Tove
s owitnesa, @nd horebw ofder i os balling the
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pogition that the Frovince of oiskatolw win Cocs not have the

n

authority to tax Dboth votash and oil, as & watter of fack,
on an income tax basis. The Saskatchewan governtient, on the
other hono, has taken the rositiun that they ¢o, anc they
have als0 t3ken the position that boeth uotash companies and
oil companies up there are entitlacd only to a reasonable
rate of return on their investment. and, therefore, the
governmaent will tax them the difference between what consti-
tutes a reasonablec rate of return and what they sell it for.
The Fedecal government has taXen the vosition that that

tax which Saskatchewan has vroposed will not be alloved as a
c¢eduction. Therefore, the potash companies in Canada ~ill -4
they are threatenec :with a tax of gubstantially more than
100 vercent of the profits. The ¢il companies have published
something that they csiimated wouldé be in the neighborhood
of 130 percent of clheir profit. Now the ohviouns result of
seicething of this kind is an increase of value to potash in
Yers Mcxico. The political situation is extremely important
and 1 intenc¢ to argue in my closing that we chould have,

in the Unites sStates, control of our potash sources. W
should control cur ferbliil@er sources te the extent rossibled
D, thovodore, tac Conislion should take into consideration
Lo Uha econonics and chady

R yio b uor i e ulon
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RICE-DIRECT CASE 527€
Mow, that iz the extent of mv offer with respect to that
particular thing.
BY MR. BLACKMAN:
\

9] Mr. Rice, do you know the approximate value of the
total potash production up to approximately the present time,

since the beginning of time in New Mexico?

A In the area of one and oue-half billion dollars.

o} Do vou have an estimate of what vou feel we might

expect as an -- I <on'‘t know 1t vou do or nrot, but if you

dgon't just say, "nc" -- estimate of what the gross sales
value on the present nrices might be on potash contained in

Exhibit 16, that might be mined within, let's say a period of

A The figures we have worke¢ up for a 20-year opera-
tion @t the rate of nroduction that we had estimatea would

bring in & yross return in the area oi about 30 million

MR. PORTER: I rould like to ask Mr. Rice a gues-
tion. I think I miszsed¢ the guestion. Now, you were testi-

fying as to the exvected value of potash in this particular

aroa’r

MR, RUCL:  Yeou, sir.
L. SORTEIRG. Tatrity million collase?
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Kellahin?

-CROSS

Page........ 90 ...

MR. RICE: Thirty million dollers for a 20-vear

MR. BLACKMAN: That's all I have.

MR. PORTER: Any guestions of the witness? Mr.

CRQSS EXAMINATION

BY MR. KELLAHIN:

Q

Mr. Rice, at the beginning of your cestimony you

testified as to some prices for muriate of potash ana

yranular graces, and sulphate of potash, those are all

refined products, are they not?

them

list

for?

A Yes, that is correct.

Q 1t hacs nothing to do with what it cost to get
there?

k3 That 1is corvect

Q Are those spot prices. or contract prices., or

are thev?
¥

- M~y
ALl Nowaa

Those are Llist prices, sir, as publisne

crice.

b
o

Are those prices which your company sells potash

Very close to that, sir.

o cloze?
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A Oh, I would ray i the list rice Ffor o produoct

was in the arca of $2u, prorhaps $25 woule not be a bao

figure.
v, You would e selling it at
Yes, 3ir.
Is that a spot uale?
We sell very little potash on spot sa’zs, we have

to anticipate production ovexr a year basis and some over

|t e

long periods of time. Seo, if a customer calls up and says,
"I need a carloacd of potash right away," and he is not a

contract customer the chances are that he woulé not get a

spot purchase; we do not have that kind of inventorv on

hand.
Q Your product then is cold on a long-term contract?
A On an annual contract, sir.
Q yThat are the prices on those contracts?
A That 1is proprietary information, I'm sorry Mr.
Kellahin.
Q You are testifying as to the value of the potash,

Mr. Rice, wou are not willing co give us the information of

€~

what vou are selling it for?
& No, sir, f'm not. I look in this reoom and I see
A cownebitors here, and this inforaatlon 1o of geners)
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Krnovieoye, sir, and the information that I have, I must
grologire, nas to remoin praprictary.

MR. KELLAIIInN: If the Commission please, I move
that Mr. Rice's testimony as to the rrice of potash, and his
testimony as to the value of the potash in this area he
stricken from the record.

MR. BLACKMAN: Mr. Chairman, I think Mr. Rice
answered the question when he said that if the price list
showed $28, the $25 would be in the park as to the amount
of realization that vou could get.

MR. KELLAHIN: If thc Comnmiscsion nleases, he
testified that is not what he is sell:ing it for, though.

MR. BLACKMAN: He testified that was what he was
getting.

MR. RICE: I saia that if the price list stated

Te.

[o

$27, $25 woulc uot be far from the figure that we sol
Nows, the éelling of potash, as vou well knew, 1s a very
complicated business. The guantiiv that vou buy, the
length of the contract, and so it varies from customer to
customer depending upon the quantity that he purchases, ox
the time that he purchases 1L, -0 4 <anneil yive 224 50y ano
figure as a price for any single quality.

MR. KBLLAIIN:  Can vou ylve us an average figure?
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. MR. RICE: I would say the $25 is not far.

MR. KELLAHIN: Nct far, is it the average?

MR. RICE: It could well be, sir.

MR. PORTER: Incidentally, Mr. Kellahin, the
Commission will deny your motion to strike the testimonv.

BY MR. KELLAHIN:

Q Then the best price you could give us is §25? :
A I would say that would be in the ball park, sir. yg
0 That is not necessarilv what vou are seliing it

for?
A Not necessarilv so, it 1s a good average figure.

Q Now, vou testified that the gross revenuss in
this area, in your estimation, will amount to 30 million

dollars; what do you base that on?

A The e€X1sting core-~hole 1lnIormation itidt we have,

the rate of production that we might perhaps be contemplating,

_ L AN b S S 2 1- . H . - ) Y e
and again thac would dependé on narkel conditicns =2nd the

existing price of potash, of langbeinite. ow, what it will
be 10 vcears from now, Ifive vears, two years, or even next

vear, I have no knowledge, sir.

Q flow much portash is there in this arca?
B o oare lesiking for about ~-- 1 Lha area on apout
—| L5 willion ton initiall-.
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Q Uhat yrade oi potasi?

O The Dest possible.

Q What 1'm asking in connection with your 30—mi11ion+
dollar Ifigure, what grade c¢id you use in making this esti-
nate?

2 I would say that about a 6 percent would be in

the ball r

would certainly hope to

on the core information

exhibits that vou have?

the sinking of two shatits,

ark. We woulcd mine some lower than that, and we

mine some higher than that.

-

P -
£0casint gnu yraue

th

The amount g

are pasec solely

which appears on these various

That is all we have, Sir.

That's all you have?

Yes, sir.

Tuu ere SLLLI COLLGG?

'£= are silil ceoring s rapicly as we can.

Now, vou testified that yvour Board has authorized

13 that correct?

If the drilling justifies the expenditure.

And, vou con't know vet whether it 7i)1 or not?

No, sir, I con't.

dave vou vxelClsed yOoul OpCion on thi. proverty vet
ooare cxerxcising tho o tion In stop:

V)
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Q A plece ab a time?
A Yes, sir.
Q Have vou exercised it on any portion cf this
property «n youll
A Je arc in the first part of our contract which is

to drill 15 hcles, and we are required to drill 15 holes,
and if those warrant ifurther capital expenditure we wili
procecd. _ -
MR, PORTER: Fifteen holes in the area on Exhibit
1672
MR. RICE: Thet it correct, sir.

BY MR. KELLAHIN:

0] And if the 15 holes don't show proven reserves

vou won't exercise vour option?

A NOo, Siy.

Q Then it is vyeur testimony, as of today?

A That 1s correcti.

Q You don't know whether you have got commercial

rotashn here or not?

i e nave 1n a conciderable area in which our first
L holer along with the information ¢f ihe /5 pre-owicting
o 1o considerable delinecatec area that we
o cace connerelial langbeilnite does exist.
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Do vou consicer that proven commercial orc?

Yes, =ir.

How many cores to .. section?

Right now we are spot moving along; we've got 8,

I think within a 4-zection area, and as you know tie wav

these things are done, I'm not an exploration geologist who

will step out in the areas where most favorable holes are

anc¢ eventually cover most of that area.
Q viell, if this 1g a cormercial ore body, are vou

preparcc tocay to go aheacd and sink a shaft and build your

railroad?

A Absolutely.

Q But vou haven't elected to do it vet?

A Ve haven't finished our drilling program, sir.
if "¢ kncw cxactly where the ore neay was, and the exact

guantiilies and position ther we woulcd be foolish ftc drill
40 »~v 50 more holes. |

O Wiell, let's talk about the 52 sections that are
nroposed to be Lacluded in this area. You don't know whethe*
that overlavs coamercial ceposits of potash througﬁout the

cntive avec Oy not, do vou?

5 I srecty Jure 1t Joes noulL Cover LN entire
Suod, bhuo Lfhieroe QYo many pronnsing onclove ine e nus b
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€¢rill further to fully delineate the ore body, sir.

Q On vour ixhibit 18 vou vere asked as te the highecst
and lowest percentage of ore shipped bv IMC, and you gave
the figures 10.} percent and 7.71 percent, what iz that
figure?

A That is the K,C or the potash content vl Llheir

svlvinite ore.

Q In other wcrds, a ton of ore would contain that

percentaye ol potash?
I That is correct.
o] No'*, in the mining operation itsel:f, co you know

wvhat foot percent they were mining?

U .
A Mo, the information I have coes not provide the
~ Lhhiickness of their ore bBody, but having visitcd their minc,
] T hove r . visiteo T o area speciiically, in gonoral they

are ;ining in a height ¢of ¢ix to seven foot thickness.

a0y

el d he o verv determinative

factor as tc othiey @ deposit is commercial or not, would

4

A Very Gefinitely.

G You <on'ié have ony figures?
L I con'e nove e Jox IMC, n9, v,
- P, SGILLEIIXN: Thank cou, Mr. Rico, thot 1z all
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MR. BLACKMAN: Lo Mr, huw e

NUTTER:

Mr. R

RTUR:

CROSS EXAMINATION

ce, ven rou mentic.ecd

ER R Faas g

CASE 5276
3

o
Page....... 38

r a5k e guestions.

«rat vou felt like

minec 2J million to~s i 20 vears, wiat perceat

cepletvioa weuld vou have 1. this area at "hat point, de vou

have anv

&

LGea?

weooave nc wcea, or I do'te

T v em o~
4 A .

MR. NUTTER:

MR. PORTER: Mr. Blackran,

RoOre gues: fons.

BY MKR.

0

vou wvere talki

MR. BLACKHAN: 1 wanted tc clarify that same thingld

BLACKMAN

~E ocroduct out

NAavVe any 1ced, sir.

Taanlt vow, that's all I have.

I believe vou had scue

RUEDIRECT EXAMIMATION

A I vaderstooc it, per aps I uaaerstesd Ll wWicag,
g aboul two-hundred-thousand tons per vear
~f thls area, were you not?
1 2n “2L1KLing amouv jrocuc., ves, sidl.
Load s vl red-rhousand tonn eer veer over N
cf 70 vear: orld apouvnt o b it lion tons, coulds 'y
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Page. 99 o

0f product?

Of product.

- P« B <

Yes, sir.

Q And, the four million tons of product would be
multiplied by a price of product using Mr. Elder's‘figure
of 27 to 29, taking an average of 28 you would have four
miilion tons times $287

A That is correct,

Q It would be something over a hundred million
dollars, rather than the 32 million dollars, as 1 believe

you used? .

A I used-that figure erroneously, Mr. Blackman.

MR. PORTER: Any further questions? No further
questions, the Witness may be excused. Do you have any
mare witnegses, Mr. Blackman?

MR. BLACKMAN: No, that's all I have, Mr. Porter,
with‘the possible excepiivu vi something in rcbuttal, but
that's all.

MK. PORTER: Mr. Kellahin, are you ready to call
your first witness? |

MR. KELLAHIN: 1 would like to cail ﬁr. rdmonson.

(Whereupon, the witness was sworn.)

{Whereupon, a short recess was taken.)
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MR PORTL: The teecdng i1l cone to order,
Lo Mov. Ldnicinson corn oo the Lirst vitness, I
rlieve, but 1L coveloy s thet Mr, Blackman has not offered
hic cxhinito, o at thi. {iae you may do vo, Mr. Blackman.

MR. RLACKMAN:  Mr. Chairman, at this point I would

offer in evidence exhibit 1 vhich i+ 2 leave map, put in

two weeks ago; Exhibit 2 which is the R-111-A map, it shows

the two zecondary areas in the R-111-A map, Exhibhit 3 which

is the 1965 order of the Department of the Interior; Exhibit

4 which 1s the 1974 orxrder of the Department of the Intericr.
1 mignt ask 1T dr. Kellehla has eny objeciion Lo Lhose

- four exhibits.

MR. KELLAHIN: If the Commission please, I don't

g feel that either Exhibit 2 oxr 4 has any bearing on the Case

hefnara +the Commic=inn, and the Commission, of conrse, is
already familiar witﬁ it, 40 we won't make an opjection.
i MR. PORTER: The Commission will admit Exhibits 1,
Z, 3, and 4.

(“Thereupon, ILxhibits i, Z, 3, and 4 were acmitted
into evidence.)

MR. BLACKMAN: Next I would offer Exhibit 5 which
is the U, o. Grolioygleal survey wawe.  You hove olroady rulaed
on thot that vow 0i1) not 2ccent it, I il offcr it agailn
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so that you will again turn me Jdown.

MR. PORTER: Yes, sir.

which is & cross section of a map on which several potash
area holes vhich apgpears on the wall.

MR. PCRTER: Yes, sir.

MR. BLACKMAN: Then I w’1ll cffer again, ¥xhibit 7
which is a report on the 5th ore zone, and a map prepared
by the U. S. Geologic«l Zurvey which I introcduced twe weeks
ago, offered two ieeks ago, and was objected to; you ruled
that it was not accertable. and T fdmn't have an
you would change your ruling right at this minut=. I will
off=zr Exhibit 9 which was identifi=d this morning as a
gamma neutron log of the Skelly well. I have one which 1is

Tlasta = fa < 3 (83 - Ry | - - -2
[ R R B A s R

oAy nave not 14cnTified

oy}
=y
1

¥

[€
(4
o]

ol
1t yet, but I Lwvill. Then I will offer Exhibits 11, 12, 13,

1

W

, 15, anc Lb which are the large maps appearing on the
«all, prepared and identifiec by Mr. Donegan; and Exhibit 18
which is the Carlsbad basin tcnnages and grades which was

identifiec recentlv bv Mr. Rice.

T &Y

One exhiblit, Exhibit Number ¢ 13 a Pernian Besin fotach
c¢ercziit reyrori hich iz annther Geological Surxvey report

cropared hy Mr. Charles Jones, and I woula aaticipate  vou
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would make the same ruling on that as vou c¢ia with the other
since Mr. Jones 1s not here. I c¢ic hand it around, I'il
simply offer it in evidence and you will rule against it,
and that will complete the record at that point.

MR. KELLAHIN: %as there an Exhibit 102

MR. BLAéKMAN: There is not an Exhibit 10.

MR. PORTER: I don't recall a 10.

MR. ELACKMAN: No, I had an Exhibit 10 thet I
decided not to put in. Thank you.

MR. PORTER: &1l right, Mr. Kellahin, do you have

]

obiections to any of these exhiilbits?
MR. KELLAHIN: Yes, we renew our objection to I
5 and 7, and we would objert to the most recent one, 8.

MR. PORTER: Anv objection to the other exhibits?

MR. KBELLARIW. NC.

(iThereuron, =oxhibits 5, 7 and & were
admitted into evidence.)
MR. FORTER: Mr. Kellahin, would you proceed with

vour Citness?

MR. KibLbodin:  I4otho Commicsion nlease, ve had

£ oitn Mr. dmenson to
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+how the precence of o 01l reservoir in the potash area
which has been developec anu is being developed by Skelly
Oil Company. In view of the objections which I have made
and the rulings that the Commission hés mace, verhaps you
would crefer we confine our testimony to matters bearing on
the presence of potash and nothing else, in which case we
can modify our testimony at this point and confine it simply
tc potash.

MR. PORTER: I believe the Commission would direct
you to place that‘lim‘taticn upon your testincny, Mr. Kellahi

MR. KELLAHIN: Thank you.

JON T. EDMONSON

callea as a witness, having been first cduly sworn, was

examined and testified ao follows:

DIZECT SHAMINATION
BY MR, KETLITZHTN
L would youu siale your name, please?
B My name is Jon T. BEdmonson.
G By whom are you employed and what position, Mr.
| E¢monson?
A 1'm a technical specialist for Skelly Oil Comrany.
O Yhiece nre vou Located?
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Pag». . .. 104 ...
Q Ao o technical specialist whot ore your outies?
& My Lrimary tleld of endeavor iu geoloyy, but I
am utiliczec in other fields.
Q Have you ever testified boefore the Cil Consevrvation

Commission or one of its examiners and made your qualifica-
tions as a geclogist made a matter of record?
A I have.
Q In connection with the case presently before this
Commission have vou made a study of the area included within
réer Numier R-111-47?

£ Ye

, Sil.

{1

Q aAnd all of the various extensions that have been
made to that Order?

A Yes, sir.
0 Have vou also made an investigation to determine
the location of potash mines within that area?

A Yes, sir.

Q Now, referring to what has been marked as Skelly's

Exhibit Number ? which is the first exhibit tc the right on

the board, would you discuss that exhibit, wvlease?

8 Yes, sir. I'll reacd from a short yaragrapn here.
(Rueading)  Uxhihis Number v 19 2 map depicting ¢ll of the
enlavyemonts of the criginel R-111-/ boundery au shovn by
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Lxhibit Number 2. Thousand: of acres have been ilncluded
in R=111-a hy amencmeants R through H hﬁ{}inn‘ing in 1959,

15 years ago, anc the vast majority of the acrcsge has not
been mined at precent. Some of it is even no: around

presently abandoned mines. (End of reading.)

Q How are those extensions shown on the exhibit?

A They are color coded, beginning in 1959 with B,
down through B which I think is in around '70. They began
in '5% here, which is purple; that was the B amencdment. C
was also in '59, shown here, also B, a little part of it is
aveyr hero: N is the green: R is the bhrowm: F. wvhich was in
‘61, is aun orange; G is here in '69; and H was in '70 herec.
The only two areas that have been adeguately ¢r even touched

with a mine is t ‘s area here, that was D. the area in 1959,

and an arca up in this .rea here in 1500,

G Now, your arca € anc H lies immediately north of
the oren provesced o be included in this Case, does 1t not?

A Yes, sir.

Q Has there been any mining there?

A No, vir,

Q I there any anywhere near tihcre?

L The closest mine 1o o Duwil mine, zay o nile to
cho octh,s a wile-ond-o-half U2 the aorth of &
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Q Mr. Edmonscn, “a:z kxhibit Number 2 prepared by
YOU Or UNGEer your supervision?
KA It vas prepared unger my supervision.
Q Is the information c¢epicted on it derived from

orcéers entered by the 0il Conservation Commission of New
Mexico?
DY Yes, sir, directly.

MR. KELLAHIN: At this time I wvould like to cfter
Exhibit Numwber 2.
MR. PORTER: Are there any cbjections to the
admission of Exhibit Numpber 27
MR. BLACKMAN: No objection.
MR. PORTER: Ye will admit it.
(“hereupon, Skelly's Exhibit Number 2

itted intn euvidence.

~es ~ vy
Vel N

MR. XFLLAHIN: That is ali I have of tils

vitness.

MR. PURTEP: 2nv questions, Mr. Blackman?

MR. BLACKMAN: No guestions.

MR. PORTER: The witness may be excused.
M

R, HALLAUIN: I -ould like te call My, llarnock.

] T RNt FUL P .. Yy TN .
Chiercunon, the witneas wns su0rn.)
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GEORGE,_VARNOCK

vitnes:, having been first c¢uly sworn, wvas
nd testified as follows:

DIRECT EXAMINATION

BY MR. KELLAHIN:

A

Q
geologlist
generally?

£

o

i

Q
made vour

£y

)

Would you ctate your name, please
George Warnock.

'hat business are you engaged¢ =a, Mr. Warnock?
1 am a consulting geologist.

“her e are you lovated?

Albuaueraue.

In connection with your work as a consulting

have vou macde an investigation of the potash areas

testified in a previous case invoelwving

Have you cver testified before this Cowmission anc

qualifications & matter of recorsa?

B In connection ith the Case bhefore the Commission
have wvou maae a ciucy of the dovgoe. lo2rc cres prdaosce Lo
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be included within R-111-A in this case?

A Yes, sir.

MR. KELLAHIN: Are the witness' qualifications
acceptable?

MR. PORTER: Yes.
RY MR, kELLAHIN:

Q You have heard the testimony of the witnesses
that haS been offered bv Mr. Hodges and the'Pota;h Company
of America; do you have any comments on their testimony or
would you rather proceed to your exhibit first?

A Well, I think we will just proceed and we will see
the differences as we go on,

Q Would you then reier to what has been marked as
Skelly's Exhibit Number 3; define that exhibit and discuss
the information shown on it? As you go along youu wignt
perhaps cowpare it to the information shown on the other
exhibits.

A Fine. Exhibit Number 3 is an attempt al a
polygonal-type blocking of existing commercial potach reser-
ves in the Salt Lake area, the Leland Hodges Trust ¢ a,

a blocking of a probable area under the technical de-
finition of the problem, and then fo Know, you wmighi

want to before 1 started, to take testimony irom
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Mr. bencgon rrinciryolly bout the corratic or comv:lox nature

of the sulvhete-tyoe votesh derocite, and in gencral I

cencur oncé hundreco percent with thet.  The much woire wifficulg

problem than the northern =ylvite aressic even starting with
the interyretation of the logs. I vill briefly take Mr.
Donegan's base mayr and this ma: and with a brief lock at
the basic hole information vhich appear to be in agrecement,
so we are starting off on the same base and the whole debate
or the rect of the debate is going tc revolve around how
far zhould thege things be vrojected, and vhat is commercial
ore under the R-111 definition.
Just a cuick explanation on the two maps: Exhibit Numbef
3 purports to show, as I would block them, & probable cre
reserve, not proven. The criteria that we have projected
rrobable ore, 15 hundred feet from a Gata point, andé just
for the Commission's benefit I would compare that with the
similar mavr they 22w in the Kerr-McGee case where e proijected
zvivite ore, provon ore 15 hundred feet, and probable ore for
7 thovsané feel. Here ve would project groven ore a thousand
feet and probable ore 15 hundred feet, and this is simply a
rationaliration that tne langbeinite-iyoo mwincralincéion
tends to Be more eorratic nrincivally.

The numocrs of the ore Zones, the hole nunboers arae on
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LWARNOCK-DIRECT CLEE 5276
Page..... 110

the way, generally to the utiper right. The explanatien
houle o relotively ctraightfor.:o., the {irst number on
a1l of theve rovws is the ore zone. Now another big differean
“ith Mr. Donegen's rresentztion is that wve tried to put it
all on one mayp, all of the various zones from the 1lst
through the 10th that are mineralized in the aresz.

Any given hole, if you will take A-15 in the Section
5, for instance, it says the 3ré ore zone, 10th ore zone,
4th ore zone, moving left to raight. As the explanation
indicetes, the first number ic thickness, the 3.1 Lo in this
cauve is the vercent ,0 as langbeinite, the 12.2 is the fect
percent which is just the thickness times the perxcent K,0 as
langbeinite; the 2.4 SY is the percent K-0 as sylvite; the
©.7 1s the reet percent K-0 as sylvite; and the 16.2 E is
the total foct rercent eguivolent measured in langheinite,

iand varticularly in the 4th ore zone, princirally iangbeinite

[ Yes, the cclere -~ 2o I 5aid, we made the attempt of

§

»

butting these all ¢n one piece of mar. The purple represents

intercepts in the 10th ore zone; the orange in the 4th ore

-

zone; and the yellow in the 1lst, 2ndé, end 3xd ore zuncs.
T ~houlc point cut in the cawse where ve also concentrated on

the Ath ore one, :hic contour way vhen ve gat to it is alao
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4th ore zone, and in nany cases there are stecks, as 1is
common in the cistrict. You have to go to the number to
know whether in this case, for instance, the second ore zone
is underneath the 4th ore zone so that you didn'tc have a
confusion of ccoclors. Some of these -- this one here ~~ 89,
for examrle, has what I am going to later argue is a modest
intercept in the 4th ore zone, has aisc o gocd intercent in
the 3rd ore zone and has a fair intercept in the 2nd vre
zone. Wwe could only color it one color so we chose to use
the color pattern of the 4th ore zone, but the point that

'

Lhiia isn't ycollow Soecon'l mean there isn't a 2nd ore zone

-+

underneath it. The same thing in the case of purrnle for the
10th.
Q The fact that this Znd uvie Zoind 15 pIocont is

shown in the figures?

)

v et
TXeCT

A That isc ¢

{

. -

e have put on heve, the Secretary's oill-potasnh area
which we ere all familiar with. The heavy, solic¢ dash, the
R-111-A 2s a limited area,., the -slanted Jdash anc the USGS
KPA arca,. wnhnich I think are all on Mr. Donegan's map with
the escepcion of the KPiv arca which 1w lnprortsant to us

because it very clearly elites cerbtain areas in pero.

Jhat s Kuell?

THE NYE REPORTING SERVICE
STATE-WIDE DEPOS!TION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505) 982-0386

P TR PN W LTI

e




5276
Page. . . 1ld.. ...

LERNOCK-DIRECT CASE

A Known potash area as defined by Mr. Van sickle,

16 feet pcrcent, langbeinite 40 percent, 3 .orcent sylvinite

Q that doos KPA mean, though?

A Kndﬁn potash area.

Q What is the significance of it?

A That the USGS has determined that the foot percent

cut-off which I just quoted, Mr. Van Sickle quote, exists
inside of it and doesn't outside of it.

Q Does that have anything to do with the leasing
operations?

R Yes, right. The known potash area, I have been

tolé, was, is =-- I heard testimony this morning that changes

principally vromulgated to make a decision on
Federal lands, vould have to go to competitive

1 anc wiial

be administratively awarded

to an applicant without bids. This guestion came up, as a

matter of fact, at the debate last year on what the feet

rercent, economic feet percent cut-off in any part of the

Gistrict should be. In several discussions and I c¢an quote

them, two which I can guote, representing what the USGS tolcd

i~ .

o

me, thazt the KpPh was not promulgated to show curread

mercial outlines, bul dn=t thaet arca that containe enough

- v : ‘.

the goveunnent foii the adminictrative
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ZARNOCK-DIRECT CASE 5276

mettoer should go to wid rather than be awarcved without bid.
Nowv, Mr. vVan sickle testified this morning that by inference,
that is the Secretary's new rulina which he read, says it
must be currently commercial under tocday's technelogy and
economics, and My. Van Sickle, I think, testified that the
map which wasn't allowed is going to be the new KPA, and they
are going to usc the 16 feet percent as langbeinite and 40
foot percent cut-off as sylvinite. While I thought that was
straightened out, we are no- back onto that debate: What
should the cut-off e in the known potach areas? A&And, it

is the same cdebate obviously that we are going to have here,
where should be the cut-off from ain economic point of view?

That is the significance of the KPA.

n Y311 ven coantinue with the exhibits then, please?
A vkav. 1 think we cent jJusi gu LhLuudll Lixs DGSISAL |

[

v fairly quickly, because I'm sure there will be lots of
debate on it.
First of all, the explanation of "probable orec". Now,

Mr. Donegan vhen asked what prokable ore was,testified he

[4)]

was using as a general term ané not in a technical sense,

Mr. Van Sickle read us & cefinition of "indicated ore'" hich

MR [N 1 - oo ey y I T U L L T - P L ML C I SRR " P TN
La UnNe e LEriinoLeygy iRl TO ou LR WS SR . PR NI VI I G
N . 1 pme gy e B [ LS o Ao T L N o e e T C N “ 3= N
voon Thgasurel’, indicoted, infevreo”, some other 1ol
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" 1

use "proven”, "probable", "tossible" as analogous, so this
iz the indiczted ore classification that Mr. van sickle was
talking about. Therefore, it is projected 15 hunéred feet
from a data point, and not a thousand.

Now, the guestion of projected. Mr. Donegan testified
that he is willing to project a half-a-mile radius or a
four-mile diameter. In other words, this hole here in the
middle would cover the whole section in essence, that is

D-10 on 20 for the record.

I cay, and testifiec before the Commission before to

tnls eflfeci, tihac thc R Ll ferminniouwv savs, "Commercial
indiceted reserves." Now, commercial indicated reserves are

not & hypothetical outline that the USGS would put up which

TN —n s = - =3 —~ : it N "t
wourd puk formuard savingo. Yes,

over the next 20 year:z as

tiie economics change, this may be about the low side. These

Uk

take as mismanagement, with a

[eh

blockings are what oune WO
recommendation tc spend major amounts of money. You hezrd
Mr. Rice, for instance, testify that the ¢rilling in thls
area, this iz the ore block they are drilling out, that they
don’t vet have enough data to -call that proven ancé to now
zay to thely managoment --

MR. KOLLATWIN: (interxrurting)  IL the Commizsion

1 e

Licoses g oould ik o have thoe exbhibluor ifoft uwr 4. e
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Page........ ALl3
are o golng to make refevence to them,
{(’hereuion, » d¢iscussion as held
off the record.)
A (Continuing) Firzt cf all, I am the first one to

admit that there arve variancez in this, there are variances

0]

in how far you can vroject the geological inference, as Mr.
Donegan mentioned with regard tc his maypy, but the real crux
of this thing is that at what point you have encugh data

o go to your managemeit anuv sayv, "I lay my repatation on
the block, I rccommencd that vou spenc 40 to 50 million
Jdollars for a complete new mine, new plant, whatever the
case may »ne." I say, I advocate that you cannot yu iu wilh

holes one mile apart, az these three roughly are, and say
“his is now ready for that decision, sign the check, and I
am willing to submit that i Mr. Rlce' s geoluyisi Caic Lo
him and seid, "This block hers is now "X" tongs of proven

" -

orc, give me thce moncy,” he would fire him. I am villing to!

suggest that.
In this area, based on what information we have, there
iz & good ore bhodyv starting to develop, anc it is too bac

for sxelly, bul ithat is the wey Lb 150 Now, incicdentally

n the detailrof this blocking, e had just this 8.2 to

the knoon hole cince this yolygonal syctem of nplocking hac
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included the PCA holes vhich I <o not have the data on, but
on the basis of all of theve other holec that were in here
good, there is a pretty good bet thot the fill-in drilling
would hold an, ane I wanted to be preparea to calculete i
any way they came with their data, and it is not the least
bit surprising to me that Mr. Rice testified {hat the drill-
ing ¢id, I think he said with one exception, helé up, and
this now is drilleg cown tu about cnc thousand to 15 hundred
foot centers, as you can see, and can take the category of
proven cre. They have & small proven ore body here and they
Keep ¢rilling anag stepring outbt from it and trving to
enlarge 1t as he testified.

Now, the wroblem ic: what about these areas? Here is
2 hcle a mile-and-a-half apart. Ve saw later testimony that
the USGH Was DLU jeuliny Livm tnfoc faka nointse 3 mile-and-a-
nalf apart, and that is just at a mile-—-and-&-halfi cpart.

For measured ore, the technical cefinition ic that is

proven orc that you would recommend vour management spenc

their money on. Now, there are no holes in between there,

2o way of knowing vvhether this thing +ill hold up or not.
I think ir. Rige mace the Llatzanent thav il os 2all crilied
cut, ans G

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOYARIES
225 JOHNSON STREEY
SANTA FE, HEW MEXICO £7503
TE'L. (508) 982-0386

AN

7 thousan< feet langbeinite, erratic minerals, there is just

cubl i, ooy ouldn't ¢rill anymorce

o DR L

e mi

Cogdlo g




-,

USEs has used a mile-and-a-half between data points in the

v, RNQCK-DIRLCT CiBE 5276

holes, vhy would they it they were reudy to reccamenc to
nake a management cdecicion. This must be drilled to see

what is there, and I was shocked to hear today that the

langbeinite area. 1t is sufficient for weasured ore with a
techniczl deposition, but if they were working for most
mining companieé they would be fired.

No ', okay, there is the debate on how far you can
project from @ hole, how many holes do you nceced per section,
ané so forth? Now, we have put on these mals, we didn't
cclor them because we didn't want to confuse them with all
the other colors, the open mines, openings of IMC and Duval.
I believe I heard testimony from someone this morning that
Duval was mining out an area with verv little data, ckay,
very little Gata reloatively spuoziing.  ¥You oco thoe dencity
of arilling here, we put every hole that we had on it; I don'it
have the data on it, of courcze, so they are just locatiouns,
but there are up to 12 holes per section nere in places.
Specifically in Duval's case they are starting out here in
an area that they don't particularly have a lot of holes,
not this density, but, look, there are 1, 2, 3, 4 holces
vithin o radius of 264C. T Leg your p£arcOn, idsoc Liw radius

1

Fromn cach 08 these holes o abouit 1D hundyves Teol, 1o it noit
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I'm sorry, I'm not supposcd to ask yuestionzs, The polnt is,
with thelr experience uncergrounu theot thousand to 12
hundred foot projection out from a given heole is probably
valid, after they startec on the tighter drilling and found
out what thelr problems were. Now, this rouyhly follows the
12 hundred foot radius 1s vhat we are working with here, we
are working with a 15 hundred foot for probable, and one
thousa2nd foot proven. I havn'ttried to show exactly whit is
proven, but again to just stay with one category of ore.
Now, the other thing is: How many holes anc so forth to

block proven and probable we undeyr the set cefiniticon. Thesog

(@]

things out here which I have circled an¢ used the same color
on because they are lone holes vould not really be probable
ore, but we want to show them as well mineralized holes,
incralized kn enme degree. Tnoidentallv. 1 should
h-ve said that everything that 1s colorec¢ has an economic
intercept in one zone oxr another. The white noles that are
not colored, in our orinion, do not have an economic inter-
cept in any zone. So anyway, these are colored to show that
they're contained in an economic intercept in one or more
mincrel zones, the 4th in this case, ih's oranyge. The polnt

e, you ronlly wonlan't o eall b rvobable ore with orly one

nole te go oon: L0 vou hed L or thoeo In hera, such as
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sopckhing like this, yoeu can then sturt to form a block out
nf 1t. Now, these arc the IMC holes, incidentally, out here
to the east and there<has been made a record in front of the
Commission. 1 don't have the logs on them, they go stlictly
on the -- well, I beg your pardon, we do have the logs on
the ones that have the c¢etails; we don't on the ones that
just have the langbeinite feet percent. Ve put them on
principally for use on this map, ané now we are going to get
over to geological inferepce. Now on, let me summarize this
map by simply saying that on a calculation where I have to
go to management, W. R. Grace, if you like, andé say, "“Now,
my peoyple have drilled this, it looks like this now, the
orange areas vhere there are two or more holes, I coulé call

rrobable ore.” If I came in and told them that this area

-~ - - P S R O S .- LA A AN AT T T T T L2 aa N
[RA S0 By - A A o4 S L N R N L 111 [P B =4 v, i LA LS PR v o A O S

also, 1n my crinion. A hard, economic, commercial ore that
I can calculate for this area is indicated on the map. how,
it comes out into the arca unde. discussion, it covers about

vo sections of it, roughlv, and we will get to the trend

map with fill-iu drilling, it +iill probably be expanced

because ~e've goi oo holes rougnly all the way arounc it,

. . . N . . .
R e e R A S Y o S e N A P L B B I e R N o s D el o
e AN et e a e e e A PR R PR (A G Aaang P P RN VI L) PPN W

3 $- 1 : Py S T SO -~ LS J D e [
orc pocy thero In o wth o ore sone. 3ud, Ll oot TN
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exactly iz vhat you could calculote ae probable commercial

v

orie recerves in this arca.  There i: enother small block herd
Mr. Donegan mentioned this erea, they have got a problem,
they have @ high hele, they £illed in four holes around it
and everyone of them ere very low. The best you can give it
is the c¢ne hele, in my opinion, is the one-hole designation
as you see it there, and it is disconnected, it will rrobably
never me minec¢ as it too cmall an area to get at, devending
on vwhether they should cevelor some more over in here some-
where or not.

One other point, in nreparing the red arcas over there,
to these areas here, more specifically to this area, this
map iz o comperison of Lthese, and nol Lhis one. This is a
restricted-formal-cre~reserve=-calculation-type development

for what 1« nar ~namm

arcisal +hat wveyy AAn 12
arcaal i TCU L

-
2 \ e e v
L R N A G O Tt aR o )

tion to make 4 gwdjur iuvesument on. In any case, in
evaluating the hole w2 have used¢ the ztraight polygonal
svstem, cut the distance in half between the holes, and so
forth, vwe went into some cetail of how it works. That then

resuits in couai welght in terms of spacing to o negative

hole, warineralirec  hole, as it gives to a positive hole.

I v PO T P e~ o~ e ~ s L N M TR S -
N thice wamincralicsd holo inohoro, A DG, cuno o tho dictoneoo

PR . . 1 . | 1 . ] 4
in el aobbe iy ] Looning 5o LR CE S 1 FIATS
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chese maps over hero that this particular lov hole, A-Z8,

bas just o little bit of an arca right around it, and he

meke:s the potential in betveen. We don't have so much of

an argument nere when ve 4get over in to this map, but

certainly for an oil recerve calculation, I think any enyi-

neer in

the room woulc agree, you have to cut the difference

between the holes for a formal ore reserve calculation.

tiell we go back and forth between the tio, let me move to --

Q (Intcrrus ting) Go right ahead, zir, with Exhibit
Numbe - 4.

A Exhibit 4 is the same base, and ve left on it the
ore reserves calculations on it. so the contours you see
here are simply acded to tnis one. This is5 the foot-percent
contour method used to try tc determine geclogical trends
to the mineralizaticn. 1In other words, vve are no longet
restricted by geometric guldelines; we can jvst go so far,
the geometric guidellne: beinyg guided by cconomics as ve
kno - tacwm, of cource.

Now, the foot-percent method, I think, there is no
doubt thaot the methed is accerpted. vell, briefly vhat this

i, vou can cee 1t 1o @ contour cf the fech yercent on the

o

Ath ove rone only . Te puvae not Lried To Conlwse L nay
contouring, overy <one, @ niove incieaioc, o the pun Lo,
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the minerali.ceo arecas on the 10Ln ore cone, dnd over nherco,
one herc, one here, ane they dyrcoe ecccentially cith Mr.
Donegan's cicept for how far you project them.

Generalized trends In the one, tvo anc three, all put

together az vellow, end when putting them together they make

guit: & body running alony, cut cut to the west, the ycllow

dashes in this case. They are not contours, they are just

generalized areasz covering mineralizecd holes.
Okav, now, I nave already had scme comments about the
s ’ Z

geometrical mcthod of yrojecting foot percent versus just

saying, basecd on the fact that we know the ore, the big ore

zone 1s trending north, and northwest, which is guite true,

an¢ I basiically agree witn it. Therefvre, it is going to
generally run down through here. I agree with that also,
with tho ocugontion 1‘7"\ thiz case, we navc cncugh holee ont
in here. rouullly uinds $oY cooction, with a few excertions.
This one. and this one in here 1s a problem just for a lac
of c¢ata. Ve know this thing is alreaady fr;qmenting anc
preaking up, and Mr. Donegan wointec out the salt hourses
are occurring here as they occur throughout the dictrict,
very true, I egrce - ith it. Anyway may interjproetation orf

hie hvoa | an o vou kKnow, has beenn cubl out py croslon al;

scrons the bottem, o0 one of Mr.o Donegan's vrevious cxhibitd
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that shuwed that. This then is the lower termination of
this mineralization, apart from the fact that it definitely
goes over here, and ve know there is some in the Permian-
Potash grounds, so essentially what you have, in my opinion,
is a termination, a fingering or an ending out of the potash
contents’of these salt beds chemically to some degree on the
south.along with some eroded holes. Okay, so the geological
inference that this is a continuaticn of the big, northwest
trending zZone that all the potash mines are in, ancd while
true, also it is, I tiink most people would agree, the
termination of it, it is whesre it is running out.

So, the idea to say, "Well, it is coming through, and
we will ignore the bad hole or put a very Low area of
influence on them." It is just ot valid, it would be more
valld up in the center ¢f the mineralisad zome as opposed
tc down here. Now, anyway Lo just Juickly review this, thessg
2re just conto-s on the foot rercent equivalént, Loth
langbeinite and sylvite in thesze holes. I don't think there
iz tco much to be said about it, this is the wuay it looks,
vlius 30 feet vercent we have contoured in the brown, plus
40 in the light green, plas 50 in the blue, plﬁs 60 in the
oink, and o forth vy 1n the very nigh: Juoe ycecont helo of
I¥C over on the ifar cast.
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Now wve haven't zaild anything yet about herc the foot
rercent cutoff is. Let's leave that for the mement and
talk about trenas. I would agree 'ith Mr. DPonegan that the
genefal trencd of mineralization throuyh the area iz north to
northwest and we see vhen we contour this thing, it takes
that shape, roughly.

This right here is a problem of cdata, I think as much
as anything, "¢ do not have these IMC 336 or 17 or 415 holesg,
and this would probably shcv a variance in here a.little
Cifferent if e had that data. e also don't have the D-I5
or gdidn't have it, we haven't calculated it, so we didn't
try because vwe con't have the 388, so ve didn't try to run
these lines any furiher. Kov, what cdoes this show, assuming
that this is all ore or principally ore that IMC is working
on, then the contours, of course, vould run on in and be a
part of that ore body and probhably evolive over here, ds 2
guess. S0, a2gain, this shovs the northern trend, north to
northwect trenc¢ of this mineraslization coming ¢own in here,
bending cut to the southeast, coming dovn in here and essen-
tially terminating with the exception that there are zome

higihs in beth the 4th and 10th in this, 2na then ¢ have the

T N e = N I I S N N i N S A B A Fhhraoo crve samcist v roah e
SoTSTn oxTen cTon o cnrongn DN B

> 1ons Fle v eyl b R LT Yt T e I R T T E N L T

D lona Tre Vol oorn U U aaamen O RS T ERAR A GRS R
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interpretation of the geological trend tn the mineralization
in this area.

Now, what's 'ore", what is '"commercial''? Mr. Keliahin
has tried to draw this out of the other witnesses, there is
the usual continuing probiem here that the data is basically
propriatary, everybudy recognizes that, there is no doubt
about it. There is some general informat’-a available by
heiesay among the industry, there is some general of these
average figures that the U. S. Bureau of Mines puts out.

They take the whole area, average them so that any given

mine cannot be identified and then publish it. So, this then
is really the source of the information, it is complicated in
the case of langbeinite, because as Mr. Rice pointed out in
his testimony, these people have a unique situation there:and

they are very guarded with the information as to operating

costs caused Dy itbe eivatic nature of the langbeinite,zrades,

variarces along headings and so forth., This data is not avafl-

able, at least it is not available to me, so we have, again,

as we did previously, attempted a pro forma type calculationp,

we used the published-av ~age-cperating costs, I increased

them modestly I thirk about 10 percent, 15 percent, to

take in the faci tiiat it ig lansheinite, I increased them

7 percent over last year in terms of inflation, it came out
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of an oyrerating cost, pro forma, vhviocusly cetimatec operat-

e

ny costs for langbeinite ceyousits ¢own in Chis area. e
then, of cource, with that c¢ata and assuming ayain a four-
foot thickness, not a 4f5 necessary for the bigger ccntin-
wous miners, assuming a 4 percent thickness we could calcu-
late whet e think is a cut-off value in terms of feet
percent if we, of course, stairt with thes prodact price.
This is again what Mr. Rice testified about this morning.
Mr. Elders testified two weeks ago, and until scmetime late
last year it was fairly steady in the 1850 range for
atandard gradesz. I took this in preparation of these maps,
I took this and acceleratea it 20 percent to 2230, I think
it was. This 1is iIn recogniticn that I have no rJirm Cata;
this is in recognition of the fact, as Mr. Rice testified
that the pctash industry along with the gas indusiiy and

s forin are gonerally or better duys these days than it was
a vear a2go, and it is an accepted fact, I have contacted
potash consumers that they are paying higher prices for
lists. Scome of them are living on long-term contracts, but
the contracts will run out, some of them are two-year con-
tracts, acle oné—ycar, some, rarely, five-year contracts.

., - . SRR [ - S - - . LI
Thav are golng Lo run oul and oo jrice trenc poowr o 1oron't

(9]

nove seecifico, bubt 1 ocoulea't Srgue Uith the contentlion

I
)
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that the price trendg is obviously up. Now, using the 2230=
averagce=product price for langbeinite, I came out to approxi-
mately a 25 foot percert cut-cff. As a comparison Mr. Rice
testifiec¢ that in the case of sylvite they arxe running about
a 25 dollar average. (e weren't guite successful in knowing
the average of what exactly, but the sylvite increased over
the 22, the 2074, 21 of the <ame price period, then is
roughly about 25 or 30C percent, so this tells me that I am
at least in the ball pnark, 1if conceivably a hajr low. Maybe
if PCA made this calculation they would calculate ocut to 22,
23, 24  in this range .

Now this map is contoured cn the 30, but keep in mind
that it is not an ore reserve map, it is a genlogical trend
map. What this says is: e can expect bhigh grade, bigher
gracde plus 30, plus 40, »2lvs 50 in this area; but 1in this
area, ihis area. some in here, some in here, and a bit out
here. A& pius 30, it was put onec way that if I were forced
to -- one way to put it is: If you are going in here to
Grill vou obviously c¢rill in the brighter colors, in this
caze if you would ¢rill the pink in preference tc the blue,
in vreference to the green, in preference to the brown. so
this then would bhe my interpretation by inicrence here onc

mighi oxieocl that future ore roeservas

rright be develor ed ovor
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in here, ond certainly in here, and, of course, PCA mean-
while 1¢ ¢rilling that area. o don't have the PCa cata so
this 15 contoured on the c¢ata we had prior to PCA's drill-
ing, and what that tells the geolegist is: "Yes, I want to
drill it in here." That is where they drilled end they
tostified that they got -- that they tightened up the ores -
rrobably moved it to the proven category over in an acea
something like that. Okay, now, using the same concert,
there is some hope for a smaller ore body down here and in
the 40-foot-percent range. Now, prior to thosece four holes
this would have looked like a good area to drill, the
obvious place to go in there ané try to fill it out, and in
this case, as can happren in this business, thiey weire just
unlucky, the ore wasn't there. Here, brown only, it only
yelo up Lo, well, wais is &1
of the green there, it is above 40, I notice, but it happens
that the 30, plusz 30 zone where one can arjue that after

he has tried all of these and developed what ore there is,
he might teke a2 high-risk-drilling program down in here.
That is ny inter;retotion, of course. I am so far talking
only about the 4AtP oxe zone. Incidentally, I =hould say I

Fald oo oy T oarrivec att oy 25 -foor veveont for thoe lang-
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' which 1o 4 2.4 ratio Letween the two then, and I vsed it on
the basis of there i1s testimony before the Commisuion that
Kermac uses 53 for ore reserves, I calculated 70 using 3
pro forma average data. Again, prices are increasing, I
think that 60, which percent is probably a pretty valid
cut-off. Of course, it is interesting to note that on Mr.
Donegan's maps that what he has colored zed, and what I haveT’tiﬁ

1 colored at all here are the same foot-percent criteria, 30-

g foot percent, I think he saicd 32, and langheinite at 60=-foot

3 percent of sylvite. Ilc then goes aheac¢ anc¢ has the yellow

L ares wvhich he says 1s Intermediate grade I think, going

> cdown the UsSGS cut-offs, and 1 am saying that based on the

prohforma tyie valeulations, the USGS calculations,cut-offs

E at 16 ana 40 as commercial,mineable ore 1s unfounded. That

? iz the argument we have aningy here tocay appurently, So oyou

i car. Sxav a Clupasisun beitveen what's colored here and what's

on Mr. Donegan's maps.
The fact that the color here is much more restricted
again 1is the facti that we have not painted with quite as

brosd of a prush, ~e have contoured again using a stancard

contour method peotgoern varinus heles, and, for instance, the
70 wmust fall, the 30 nust fall in herse jusit on & calculation

IR}

sl

~
-

—|l heteen the e holen. o oypozZed to o caviong, s l, Dasod
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'

geelogical knowledyc, A-U8 thould not toake the same weight
ae a=-18 and A-17 because of gooe trenags and so forth, e

-

tically in that ccnse by simply con-

boe

hatvo iarme + wmadrhAamn
navaoe cne T omatTasna

touring beftween them, ar®, of course, vwhcre there is a value
in the lowver-grade holes that value has been used to s2t the

con

T

MY S 3C Ao sl crevivva v e e e
v - ~r p ~ ~ Nt ~ ~

white, what we call probable ore except that you can't have
probable ore rith one hele autside of the colored area.
This, then, are the hecles that bhave less than 30, but more

than 25 percent feet.

Q thet hole 1is that, Mr. Warnock?
A This one I'm looking at is A-3 which I have 28.8,

there is langbeinite in it in the 4th ore zone. The same

thing nere, -4, 1L YJel oucv tu Z27.4 equivalent. 1ncildentally

that is the basis [or iniornation that Mr. Elder gave us
ks ago, I ¢o nol have that log, Lul 1t Comes out 27.4

so 1t's above the 25 at the circle arourd it on this map, bu¢
it is outside the 30. That question, of course, being vhere
exactly will this foot percent cut-cif fall?

I think I rouyghly suvmmarizaed other than I wwould be
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ig cifficult to start vith. There are variances between
logy caleulations between peorle. It is known to be more

erratic. Any mathematical or geoluyical inference is on

shakier ground than with purce cylvite, I feel, but this is

what the data would lcok like properly calculated, in my

'.4d
[

.
cckions

tr:
$

opinion. There 1s ¢ good orée body uy herc in
3, probably going to extend into 10, we don't know that yd;
though, 11 may extend, it probably will 2xtend into 12. Thi%
area har an ore body iu the 4th o¢2 zone, and it has multipl¢
zones as incdicated here, some zmall hope cown in here, lesser
hope in this areca, and to my opinion, that is the only
material hope for the district.

I shouldn't, but I glossed over the 10th ore zZone over
here in Section 13, &, 17, 18 anc 30 end 13, 29. The purple
outline is, to my mind, is a falrly marginal dred wilndrlal ey
in the 10th ore zZone. Aga2in this is not zn attempi Lo Ton-
tour tcot pcrecent, I'w vzt cutlining four holes, each a
mile apart, or a litile wove or & littie less, that do con-

tain mineraiization. I'm not sure how seriouas this 10th

ore zone is nere: cvery hole we have iz fairly marginal,

o

agein using my coleulations, cutting off sylvite , this igu

COeL L iwibe, SU 00, Lhiio lo b1, tnis i B CUtTIng oLl
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Certainly therc is no -~y to block anything in the way of

vroven ore anong thosce holes; they arve too far apart,

hether you would <¢rill in there for the 10th ore zZone, I

have very uverious coubt: on that sata, but, you know, these
things cre continuing irojects, [{ive yours from now it
could look different.

Q Mr. Warnock, based on the information that 1is
presently aveailable, in your opinion is the entire area that
ic sought to be included in R-111-A underlayed by commercial

depoasit. of potash?

a You saidé the whole area?
0 Yes, zir, the whole area?
A No, z2ir, cven on the comrosite wap of Mr. Doncgon

ther» are blank areas not purported to have commercial

reservey on thew, énc there a lot of fhem on my map.

Q2 Yes. On the basis of vour interpretotion  you
roforred o rossible ore, or vrobahle ore in dectieons 11, 3,

n rszsuming that theo PCh noleu are gcow, as they say

they are, most of this would now be in o prroven category,
in wmy opinion.

Q Jouls vor coldloLhane proven COmmRrcLal 0o cerdsity
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Q Lo yeu find proven cenmercial ore dgeponits »lse~

vhere con vour oxhibit?

A rroven?

Q Yoo, oir.,

2 dere is ..me, these three IMC hole. .

¢  I'm talking cbout within the --

A (Interrupting) ithin the area?

Q Yes, usir.

A Proven, no.

Q Novhere eclse?

4 No proven as oprnosed to vrobable. Frovable, vou

have o good cdevelopment of a quarter of o gecticon of rrobabld
here, and this is & trend developing here in the yroboble, an

I think you cculd say these holes here are -- they are stretd

Larg Ll 10 -Badrod Foot radiuc 2 o bhit
Iary Ll racdiuc 2 kit

0 Vould you give the usections you are talking asout,
rlease?

A Sections 76, 7 and 35. There is certainly still

)

lot of hove of develored cre there.

Q That rould be probable?
& Probhable clacs ore now, sné hore to cdovelop it,

1

wen, bazed o this contour here, @ I montioned, an srca
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Page........ .
Q Now, on the bauis of your exporience and your
study of this area, is it valid to project geological trenas
over an area as wide as this as has been done on the Exhibit
16 that hec been offered bv Potash Companies of America?
a Well, keep in rind that thot is a composite of

all of the zoncs.

A To compare them you have to compare the ypurple
areac ang the yellow areas to get a closer comparison. The
area running uv in here, for instance, is a low-grade area
which doez incluce, which runs up to about herec,in my
opinion, comes right on ur as you sec it here about like
that, so speaking cxsctly to ansiver your question: no. 1
think that there are area:z of rec¢ on Mr. Donegan's map thac

gon't jusciry the red color, if thet is your quesiion.

o That is the obvious debalte 7e have going here
today. This is a vpretty typicsl one, this is in part & lack
cf ¢ata, but on the other hand c¢rilling ayound the area with
a f¢ cxeeptions 1s auite low grade, $o you can understand
that thoy <dice't Cvill in thers. Of courcce, the same prob-

lom ovor hero, Mr. Doncgan has thic loo hore o “e are

‘
)

oo v through
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here because that is here 1t plots, bhaged on the data 1

h

N

Tero
v o~

, and Mr. Donegon has closed that up there, just a
difference of opinion obviocusly.
0 iere Exhibit: 3 ond 4 prepared by you or under
your directicva?
A Yes, oiw.
MR. KELLAHIN. At this time I wou}d like to offer
into evicence Exhibits 3 anc 4.
MR. PORTER: Any objection?
MR. BLACKMAN: No objection.
MR. PORTER: No obijection to Commis.ion Exhibitg,
Lxhibits 3 andé 4 «ill be admitted.

(Wberewon, Cummission Exhibkits

¢

in
L2
o
3
o
~
re

wore admitted into evidence.)

11 02 have on direct

=
x=
4
o
e
L—t
El
-
v
i
“y
’-.a
2
ct
’-l
0
<)

CROSS FXAMINATION

RV MR. BLACKMAN:
0 Mr. Warnock, vou testified to esuzentially two
Gifferent arcas here vhich you denominated proven comercial

orc, and probable commercial ore, vould you nay that the

j]

<. wikhin oithex

. . .. . L. . : . L L,
Lo Looriminats Sritling of 1l ano gl oo

oo of thooo sreas Joule interfiore ~ith the ordecls Gevelop -
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ment of those commercial potash areau?

A Any -~

Q (Interrupting) I caid indiscriminate drilling
within those areas.

5 ¥hich areas?

G t'ell, within the proven areas?

A The proven areas to start with -

MR. KELLAHIN: If the Conmission pleaces, I would
like a definition of vhat ”ihdiscriminate ¢rilling" as.
That's a cdrilling that I c¢on't understand.

MR. BLACKMAN. ‘t/ell, drilling wvithout regard to

the location of the potash majors. In other words, drill-

ing solely upon the criteria of the most advantageous drill-

ing location for oil and gas possibilities. In other vords,

€T 310

that is vhat

b}

otach,

sithout regard to wvhethes Ul

-

I mean by indiscriminate drilling.
BY MR. BLACKMAN:

Q “lould you fecl --

(Interrupting) Ye:z, I ~would say the petroleum

i3

‘0]l ould coviously cut the potach zection.

PG

o Right.
o ihe in wonstarvy or cthervire of the
SIERHTEREE O L, 0 o't Tesl Vike 1 oo compotonl booony
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Q How ubout in the probable yotash area, do you

think that such ¢rilling could interfere -:ith the orderly
developrnent of the probable areas tnut you have testified to
as a probable into proven asreas, by your cefinition?

& I don't beliove that I have testified that the
drilling of petroleum 'ells would interfere in the commercia1

Q Ne, I'm not asking you that. You testified that
on your probable areas, i1f I understood you correctl: .-
correct me if I didn't=~-but in the probable areas that more
¢rilling shows good youcinilitica of developing into what

you clasg az G proven area?

A That is correct. Fill-in drilling in the case of

Q Richt. Now, what T am asking yvou is: If oil and

gas welle are cGrilled in that area withouvt regard to the

Fa

poscibilities o

%

vetash, without ony consideration to it,
just using ovii aad gaz locaticons, an oll and gas criteria,
would that interfere with the orderly commercial development

of that?

A ell, again I tant to ask you --
MR. KELLOIIN: (Interrupiliaoyy I the Commicsion
pleaser, this is imvroror ccoss esaninstion.  The litness
Sivntt o ocovos Lho cue bios o the offoct of il dvilling in
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a cotash ores, and at the outset of this Hearing
o my understanding we were restricted on Crosi

to matters raised on direct examination.

MR. BLACKMAN: I think the Vitneso has
indicdated thet he {feels it weould so 1 will rithdér
question.

a {Continuing) The distinction of interf

would intercept or cut potash reserves, yes.

0] Ve, 1t would.
i Hovw much the interference 1is, it's o --
0O Now, 3just to mak2 sure that it is rerfe

here, your Exhibit Number --

n {(Interrupting) Three on the left, four
right.

Q Four?

A Yoo, gir.

2 Our contonr is on the 4th ore zZone?

A Correct.

Q Tiould the contours on the 10th ore zone

in yurcple?

A They arce nci contour:y,

S} e oy

L) Nuey .

i They auooe net fool oveont eontours, oo
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4 for just ¢ few duestion.
E T et tecintn) ~ ol : :
MR. PORTER: ©Oh, you have some additional teoti
mony?
3
] MR. BLACKMAN: A few guestions on rebuttal.
i
MR. FORTER: All right.
X MR. BLACKMAN: Mr. Rice, will you take the stand
again?
DAVID RICH
called 2z 4 Jidnes., hoving boen vroviou=ly svorn, «Jos
S e e Loovil e 1 :
o
k2 i ) i
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general outlines shoving vhere the area iy mineroliced.
MR. BIL.ACKMAN. That's all.

MR. PORTLR: Docs anyone clse have a Juestion of

H Mr. “:arnock?  You may De excused.

Mr. Kellahin, do you have anymore witheszes?

MR. KELLAHIN: Nco, we don ¢, Mr. Porter.

MR. PCRTER: Doec anyone else desire to present
testimony in the Catze? Don Allen? Mr. Allen, we will call
on all those present in o noment for shatements.

Mr. Blackman, would you like to go aread with your
closing statement, 2nd then I would like Mr. Keliahin to
proceed.

MR. BLACKMAN: I would like to call Mr. Rice back




RICE-FURTHER DIRECT Caull 5276
Page.....140.. ...

s

BY MR. BLACKMAN:

Q Mr. Rice, vyou have been sworn before anc I wenteo
to ask you to testify concerning the possibilities of mining
more than one ore zone through one shaft. ‘ioulc¢ you explain
how that is cone and how it woulc affect, in your opinion,
with respect to this particular series of ore bodies or just
this cre body in this territory?

A. Th= nining of multiple seams, or veins, or beds
through one shaft is a well-known fact, Mr. Blackman, it is
certainly possible, it has been done; International Minerals
and Chemicals, I believe, does it in the Carlsbad area. hat
coes it do to the econcmic picture? Certainly if you have mg
than one bed and they are all economic, certainly it answers
the economic picture.

MR. BLACKMAN: I think that's all.
MR. PCRTER: Any questions, mr. Kcllahin?

19.5¢

’
i\ @ 4N

LLAHIN: No qgquestions.

3

MR. PORTEKR: The witness may be excused. Thank
you. At this time e will ask for closing statements.

e will take a wvery short recess, maybe ten minutec.
{(“hereuwcon, a short recess vas taken.)
FR.LORTER:  Tne Heerlilhg 7111 Come Lo order,

viease,  heo couls Like e ogo filr.t? Do ovewn ant thet
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privilege, Mr. Blackman?

MR. BLACKMAN: Do vou suppose Mr. Kellahin would
consicder going firs# this time?

MR. PORTER: I think he would.

MR, KELLAHIN: If the Commission please, I Jdo want
e be as pbrief as possible. At the outset I entered an
appearance for Skelly 0il Company, Phillips Petroleum
Company, Belco Petroleum Corporation, Sun 0il Company, and
today I entered an appearance for William 2. and Edward R.
Hudson all of whom have interest in these area proposedé to
be include¢ in the R-111-A Order.

Now, we have been wrangling somewhat really over what

we are tryving 1t prove here, and as I pointed out when I
okjected to the original testimony offered by Mr. Blackman,

what we are really here for is to determine the area which

‘A
ct

contains commerciai 4epssits of potash, that's vhat the

1Y

Statute says. It savs: The drilling and producing opera-
tions of o0il and g2: in an area contalning coamercial deposify
of potasuvwhere such oyerations would have the affect of
unduly reducing the total quantity of such commercial Ceposidy
711 the way through e are talking abowt commercial
cervosito. 4 thiak 1t 1o highly significeni thel in
vorontation thol he heen oo on el ool Tho L Troronend
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of this Case. Nobody has testifiec that here are commercial
deposits ol potash. They painted the whole area red and

aia, "Well, we thirk maybe there are commercial deposits

(&}

of potash here: han(s off until we can drill it out and find
out.” 7vhey‘re taiking apout 5S0-some-odd cections of land
here when the evidencc offered, and I think Skelly was

guite kind in offering this evidence. The evidence offered
by Mi. warnock shows there is probable ore in a small
portion of this area, ancd that being *he case that i:c really
all the Commission can consider. There is nothing else,
nothing has been offered in the wav of nroiection of ore
bodies, nothing in the way of analyzing the commercial
ceyosits 1n any particular area here oxcept by Mr. Warnock,
and nobody else, anc under those circumstances we don't
feel that the Cuwnission anything, anvthing at all, on

which they can make a cetermination thet there are possible,
nrobable, or proven commercial cepcsitc cf gotach underlying
these 50 sectiona. The only evidence, as I saia, was that

v

. S B T IR - T
Larnock, and certainly e tould have e

}

cfferea by Mr.

concece theve 1r rrobable ore in the little rortion whicn 1is

hoonoon als rhibits 3 oono 4
Unoor thoos oircunsiances ve fecl that thoe apylication
Dol e el JRCEERE anooCNemn e, DRd ooooocohruan
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approach that huo beep followed by these jotash people.

.

nave te remember that Mesa got the permit to crill on

I
LR,

ectiors 13 and 23, 29 right in the mic¢dle of their red areal

%

Now, if they're correct, Mesa shoulan't be Qrilling there,
but the ovner 2f the potash leose aprarently had no object-
icn, and the well is brese;tly orilling.

The Commission's duty is, I think, gquite ciear, ana if

it follows the Statute and its Order R-111-) then it wiil

1

ias chown tc be

[

consicer only the area vhich Mr. iornock
possibly [ roductive of potash. Certainly they should have

see 1f

o

tho rioht +o cantinue their checking of that ares an
it is uwroductive. Now, as to the balance of the tract, they
haven't made any core holes anc they heve included in the
area,areas where core holes are more than a mile apart and
which shovw thev are not proouctive of potasn, aprarently, as
Mr. ‘Jarnock testified. They have aliemgpied to rroject in-

terocotations of a2 mile 2nd @ mile-and-2-half 1n orcexr to

)

say that thilis area i possibly procuctive of gpotash, anc

U

thot 1v not o valic orojection as Mr. Jarnock testifiec.
17 the Commission incluces rnore then the -mall area in the

northera yortion of tne (roworsc sren, 1 fecl thoy —sould

have o0 order thelh Lo a0t cuy: orted Hy Ghe svidenaes ond we
CCComInond Jvha L Bl Lo b Liony ol Ui LS R Qong Dnlo s ane
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the lease owmners be deniced.

MR. BLACKMAN: Mr. Chdirman ano gentlemen, the
law, it seemc to me, provides that no drilling should be
concucted which would interfere ':ith th: orderly commercial
development of potash deposits, and I would like here to
state that we have gresented, in this Case, the best type of
information that is available. There is a difference of
opinion on geological projections between Mr. Donegan and
Mr. Warnock, and Mr. Rice 1ig in contravention to what Mr.
Kellahin was saying and ¢id testify that in his opinion the
cut-offs as stated¢ by Mr. Donegan wvere valid cut-offs, anc
the testimony is, without okjection in many places here,
that the cut-off point utilized by Mr. Donegan constitutes

commercial potash,

M
]
[0}
jJ)
o]

Nobody can stand up h state that in any certain

area commercial potusch exists and in any other area it
Goesn't. We're dealing in inferences and the guestion is:
How far are you going to follow your inference? I think

the Commission has been dealing with this particular problem
long cnouch that it hes macde up ite mind about what rules

ic is going to follow in ceeling with those inferences. It

werfactly clear from Mr. tfarnock’'s testimony that all of

the crvens that cven ae antroducad has ryobable rotash arcan,
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would e interfering with, as far av their commercial
development is concerned, by -- the worw I used was "in-
discriminate oil and gas drilling® -- that may not be the
best words that could be found in there, but it points up
the problem of the difficulty in vhich the Commission faces
in a situation of this kind. Here v.e have, ané this are
body anc the one immediately to the east, the only known
langbeinite deposits in the, the testimony is the world,

I don't know of any others, but the testimony is the world.
This is it. The enormous ¢rilling activity in the salt
sections, which is where these things occur, and nobody else
has brought up anything, so we are dealing with something
that is a wasting asset, and it 1is the only one that is
left. Thbe basis of that which I think the Commission should

take into consideration is not the short view, but the long

6]

o~ 3
(R

(&2

or
¥

o8

v, hecance e have thac

ility here of developing a

e

very substantial addition to the votash industry, and I
call your attention to Mr. Rice's testimony which Kind of
shocked me when I lookcd it up tc verify it that over a
billion-ané—a—half ¢ollars in potash has been procduced from

this ares since the early L0's. It is ansolutely fantastic

L oL ayinon L ith other wmining areas. 1T 1 an coolimousd
3

R T P [N S A R JR A T v LN

SCCItIon o Wew Mellltco'ts cCononny anan ULl Curnac oG 1N
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‘.‘ comparizon 'rith just almost any industry. There hos been a
geod ceal of time in which the potash industry has been
barely akle to kecer 1ts nese above water, and all of the
money that has cowme in has gone out in terms of wayes and
expenses for salaries and utilities and supplies, so that

an enormcus amount of this money has gone into New Mexico's

economny .

I don't downgracde the oil and gas proposition at allg
we stand on the samc basis. Some party has an 0il and gas
lease and another party has a potash lease; the government
has causecd this difficultyv; whether it is the Feceral govern-
‘ ment or the State government, they are both guilty, ané they
both say, "Her2 1s o lease and you take cut the gpotash, ang
the other fclleow, you take out the oil and gas, and the

devil take the hindmost." That is about the weay it is, becaygse

e

sonebody is going to gel hurt; there isn't any way out of it,
and this Commission is in a3 position of being the body that
is going to have to make the decision.

Now, one of the things that kind cf disturbs me 2bout
the general trend, and the general view of this thing, from
the point of view of the oll and gas industry, ic that il
thiz ore bocy, this area 1= nplaced wWithin ous
— on't be anv further cxilling, thot onds L. Jiopn that iz

THE NYE REPORTING SERVICE
STATE-WIDE DEPCSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MERICU 37503
TEL. (505) 982-0286




h |

ChsE 5270
Page ... 147 ...

not the casve 2t all. There have been many, many wells arill-
¢G¢ 1n R-111, and to my versonal kinowledge a large number of
them in the area we haven't objectec to. Out to the east,

:r. Porter, this has been the situation.

as vou
This is Giéturbing to me because it seems to me that there
should not be that misuncerstanding about the effect of
k-111; it doesn't say vou can't drill in the area, it just
simply savs: If you have a lease in this area you have to
give the pétash levsee notice o he can wrotest and then you

have an arbitration meeting and 1f you can't get it settled

3y
jois

swA n hhanas
ZVe o nneal

o

ycu ! ne . I think tn require a rotash lessee to
first prove commercial ore before being entitled to notice
places an extremely unfair burden upon the potash industry.
In other words, I don't have any quarrel with the proposi-
tion that when you twian. tc have & hearing ard controversy
ebout whether or not vou should ¢rill that particular well,
that there is no ceryument abpout the fuct thal the Statute
rrovides that you haove to have commercial ore to protect.
That is what it is saving, it says 1t in so many vorcg that
vou have to rrove commercial ore or prove an interference
Iwith the ceveloument. “hot I am saying is:  Thaot in the
situaticn in chich we find ourselves, with our R-111-74 not
vroviding, o ¢ are nob srguing Vhothow vouw oan arill oony ccellc
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out there or not. vhot I think ¢ ave talking about is
vhether incdiacriminate ¢rilling will be ;ermitted, because
if you are going to 6rill} on the sole criteria of vhat is
best indicated, most indicated, most favorably indicated

for oil and gas without regard to any ci the testimony which
has been presented on both sides here &s to the substantial
petash deposits the o exist in this area, you are placing a
very uncomfortable burcen, and unfair and an inequitable
burcden on the potash lessce, because he doesn't get any
notice of it, he cCoesn't get any opportunity to do it. In

vyou are placing an unreasonable rectraint

<

aCdilion Lu thakt,
on the 01l Conscrvation Cormission itself. /e have intro-

-
i

ducec

-2

substantial testimony and Mr. Warnock has stated it
himself that this is a constantly changing proposition.
tThat is ccmmercial today snight not be commercial tomorrow,
or vice versa, what is not commerciai today might be com-
wereial fomorrov: 3T cernends Upon sdopomics, Lechnology,
and politicus.

vie are now looking at a ¢ifficult situation in which
thege things ere hauppening so fast that it just isn't even
funny. Mr. Larnock Zicn't 2gree that nce should take ur the
langbeinite price:, up to & ¢ollars on the average. but

- : - id P Y.y . e e 3 i PPETRE ]
Mi. Rice's testinnny oowm, Diico on Hlo ONperionoo, 1t CouLd
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a1l be solc ot that vrice Lf you coulc get it nut. /¢ have
& worlelae [ooe chortage ang a fertilirexr shortage that is
Lubstantial in this country. This is costly, theve increaseg
in prices. Lt looks like we are geoing to be the bread
bacsket, at lecast in part of the world, and we need the
fertiliZer, particularly '« necd the potash, particularly we
need potassiuwm sulphate. These Lhingslshculd be considered
by the Commiccion at the same time.

Tecihnoloygy is another one that bringsu it down here.
T ¢on't believe that the averages that are utilized by,
reported by the Bureau of Mines are the figurcs that ghould
be consicdered in here. You cshoulc consicer the best evidenca
of the best technology that is available.. International
has becn in here to testify in one of their Phillip's céses,
and I cdon’t have thet cvidenge Lo rut in here, but I think

the Commizsion might =11 itazke judicial rotice of it as to

=
&]

tn= lov grades they fve able to hendle in the mired ore.

IT it is exyected that anyboeay, whether it is FCA, or Day

.

Miners, or anybody else, or Noranca, or anytody cCecides tco

open a nel nroject srount hore, they will do just that

cverypocy eloe has Jone os fay as ne overators coming in,

Litery I Lsite wowvintnoe ol thoe voery Dot o coonnmalasy that
3 A .. : M P I T e e e Lo R N

y SV il W the L1 beot ot hinoo o oul ol wne ol
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Lol los bechuwre they alway s ool They toke coventagoe of
cverypody ' mictaken .

I think the very best evidence ot ctated by Mr. Rice
vith recpect to this political situcticn.  The one that
conw:: uionyg rfrom €imade 1o Norenda coming into this country
te get ¢ pociticn when they have an enormous vosition in
Canaca. I may be repeatiny here a2 little bit, but 1 say
that I think that the 0il Conservation Comﬁission shoulea
thanage it rules, if necestary, to yprovide that some Fforie
of notification is given to & ratath lercce 1f the potash

~E s
[OPOIIN

r hros, let's sav,

[

lewsee hat a Lledse withiu aa orcs vk

good commercial pdssibilities pecauce if ells are just
¢rilled in the area,they arc cobviously going to intersect
volash majore ané lesses =~re going to occur. This can
result in the difference between @ commercial ore body and
& non-comrercizl orce body. It can be rendered noON-COMNErciuy
oy ocrxiiling within Lt. I Son'i think that vhere the Cil
Conservation Commission nekes a decision granting the right

to drill it should be on the bect prosuible information

that iz available -t that time. That 1s te say, let's

surpose hore thot the 011 Conservatlion Copgedse o @alios an
Graer hece climinnting o oubotentisl roriion of {hic ore
patetan el s heop coa cuted e Moo D ssnocl, sac o1 nentow
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down the road, or a year down the road somebody applies for

permission to drill, that is routinely approved, and if in

the meantime, the economic situation or the political situa-

tion or the techuology situatfon has changed, and we haven't
had time to come ir and re-apply on the basis of new evi-

dence, a substantial awount of very valuablc miacral is

going to be lost, and it seems to me the 0il Conservation

Commission here is in a position of representing the State.

Ttiey are representing tne people of the State, not the potash

companies, and not the o0il companies; you sit in judgment
on the economy of the State, and a viable addition to the
potash industry would be a tremendous asset as far as the
State of New Mexico is concerned. As you well know, the
OCC dcesn't have the facilities to keep up with this, you
don't have the staff to do it, and don't have the budget if
you could hire any additional staif, so you are dependent
upo: today the best information that is available today and
six months from now in this particular case you probably
won't have any better information than you have today, even
though it may change. I think that that is the situation
which, and 1 appreciate your rules are different in rhis
case, put 1 inink they should be changed.

Let's look at this for a moment: Does a nctice to a
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potach lescce constituts: o burcen on an oll and gas lessee?
well, an oil anc gan lescoe Can say in juu§ificatiun that
this means that we have te take time out for notice, this
means we have to toke time out for a hearing before the
Commission if the potash lessee objects. 1 c¢con't feel in
today's market and today's economy that the mere fact that
holding a hearing or giving notice is a burden vaich ought
to be recognized as being unconscionable; I ¢éon't think it
ic unconscionaple at all; I don't think it is unreascnable.
I don't think it is unreasonable at all to ask them to give
notice, and give notice in all cases vhere a potash lessee
has a lease. 1In all cases where a potash lessec does have a

lease, he has paia, he has cGrilled a hoie, or if it has gone

&7

on 3 known-potash area and somebody else Lac illad =2 hole,

a lot of work has gone i.itto the thing before he ever gels a
1ease.~ It is valuable rropverty and the delay, a little bit
of Jdelay oin the rart of the ©il ano 333 lessee 1z iLhe only
burden I can think of that is involved in the thing, because
for everything else they can come before the OCC and ask to
have it changed to fit the particular sicuation.
Lr. Kellahin made sn slluszron Lo the ieca Petreleuwn

nole «hich sas rermitoed. 1 Joa't

RO -3 R e e o, gy d I obe e E J A T A,
cvidonce anye here olong Lhe Lune, Suh 1b oo o Loaewns wnabt it
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) wan rermitted. I bey your gparcon, Mr. Kellahin, it was in
there that it was yermitteu. This happened to be a compromise
S Brroposition, and I prefer to think about itras in evidence on

our behalf as we weren't trying to be dogs in the manger.

The situaticr with recspect to tha*+ was this, Mr. Kellahin,

that Mezsa on the basis ©

LN

chicir initial, original location,

Fh

felt Lhat they might have severe aifficulties in proving it

since it vwas coming up for a tested location. V.e have

previously incicate¢ that we would be willing to compromise
? the matter, ang the matter was compromised on the basis of
the hole, I think about prrobably a half or three-quarters-of-
a=mile to the south, I am nol exactly positive of that, but
that is the basis upon which i1t was. Now, had we not compro-

= mised there, had we not been willing to take a chance on

loszing some potash in the bargain, in the 10th ore zone b:cau?e
it is mineralizec¢ there. They might well have lost their
lease bkecsuse it was running ur on the f£irst of August and
there was not time to odvertise & new unconventional location)

1

I have said that I cdon't think that it constitutes an

unreasonable burden on the cil and yas incustry to give

J
|

notice, ana I feel that is truce, but alzo in zcodition to thyg
vossipilities of just sinvle misuncerstindinge on the wart of

- . : E. 3 P . v . O s B T .o .2
tne ol and gas rnoustry, Loogn uncevstand why ghoey, gty ool
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0il and gas industry;

instance for *hat ang

working out that way,

back to 1965 with our

1955,

changes 1in the cules;

circums tances, ang I «©

thet in some instances, I con't know of any inctances, it
nay have constituted an unconsionable burden, and I say
at this gpoint that that should not be.

utilized in such a fashion that it would be a burzden on the

and we don't so intend it to work out- that wvay.

think it wouldé be in order, very much in order; «ve haven't

hac any meetings on this proposition since, we could go cleax
It goeg clear back there and there haven't been any

stand ready to get together with the o0il and gas industry

and try and work it out. It th -XK it is reallyv en~

feel very stronalu that the denial of notice under these
rac cvexr this in Je.ell before, coes
constitute a deniul o’

in the cvent 2 well lccation is avwproved witrout @ hearing,

and if wve would like ©o have & hearing, ve got no notice of

it, o there iz no coubt in ny mind Lthat it ir & ¢eaial of

Gu SO of law. Mo o, hnit 2on e o abownih 1R Lerl, it
TH

3TA

CASE 5276

It should not bpbe

it wasn't intended in the first
it shoulc¢ ‘not be solely intended now,
If it is

in any way working out in that area, I

R-111-A -- 1955 ~- I meant to =ay

it might be in order. We certainly

O
¢bt.:uu_ Utk

and work out this dilemma because I

Lue process Qi law. 1 wmean, we are,
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~ 13 pretty cifficult to figure out hos to get any recomp oo
if that sort of thing has¢ happeneu to you, andé I thiank the

only answer to it is to give notice, and if necesszry, chunge

the rules of the Commission around to the point vhere you 3

e can assure that nobooy is going to be unreasonably diu- 3

agvantaged.

I believe that I would like tn have the Commission

give very careful consideration to the proposition of

changing its rules to, in some fashion, give notice to the
potash lessee, because if you <o, you will transfex frow
the Comnmission to the Cil and gas lescee the obligation to’
give some Kinc¢ of a notice because I think the Cormmission

under cue proces: of law probably has that obligation before

it makes a decision. But it will also transzfer from the

-~ Y ornice s caea

Commission to ithe golich louvee  the burden of proving evi-

dence, or the burden of proving the existence of potash at 3
that time, becau;e it maey e guitc difficult and down the
road a little bit. Both the potash lessee anc¢ the oii and
gas lessee will have Jue process of law under that soxt of
circumstencs, and the Commission will have absolveo itzelf

3

from any posusibility of their conduck having beon crbiltrary
NYocarriciont.

SuE O J\ﬂ\’;., CITL \:\:(J}_U!,jl(f E RS R A A G O A I VS ST

-
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rrovis tons tor making any of these hearings, and over a period
of years it has been customary to hold them hoefore the OCC,
anag I can see no reascn for not doing that. I do think that
the Commission ought to give very careful cunaiderution to
that part of it. I realize that we have here an excellent
possibility for a very good potash mine which could ke sub-
stantially injurec if we don't get any notice. Thank vou.

MR. PORTER: aAanyone else have a comnent to make on
the Hearing?

MR. BEATON: #r. Chairman, members of the Commission|
Pauk Eaton. I would like to read a statement preypared bx
Exxon Corporaticn. I have furnished the Commission with
coples of the statement. I might say before reading the
statement that Exxon would have bkeen an active participan* in
this Heering, but for some strange reascon because oi the
Coapany bureaucracy they were totally unavare of this appli-
the potash arca until scmetine
last eek.

3 -

(Reading) The Applicapt has requested that the presently

ceslgnatec potash area be extended to include additicnal

B .

Loends 1n Bacy County, New MoxlcCo. sSince becenboer, 1964 paxon

Cor;ocation nss acguives ond jrc.ontly poles sprroxinctely

: v e - . N . P S ! DR [N PR T Lo . - 3 N B RN
Sl Lhousance aeves of rocersl oanc Neso Moxwaooo oihelo ol o Jdine
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~ leases, half of which lie within the area of the proposed
potash extensioni. As of this date, Exxon has expended in

access of five hundred thousand dollars in the acquisition

e B

and evaluation of said leases and considers them a valuable
and irreplaceable assest and plans to proceed with the develqp-
ment of said leases toward the uifimate production of oil
and gas or both.

Exxon cpposes the granting of said gpplication and in
support of such opposition, we respectfully ask the COmmissiJn
to consider the following: Exxon considers the area included
within its referenced o0il and gas leases to be geologically
attractive and potentially productive. In order to fully
develop the area, including the operations, it requires the
area bea considered as an entirety with freedom to explore,
drili and conduct lease operations at geographical locatiomns
calculated to produce the more accurate geological data and
hopefully the greatest amounts of oil and gas. This cannot

be done on a piecemeal basis. Granting of the application

will have a substantial impact on Exxon's ability to study
and develop the area in a manner most likely to obtain oil

and gas production.

Mist of Exxon's leases were taken prior to the date of

—|| the application and were bought and paid for in good faith
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cith o the bhelief that tue rights thereln acguired could be

fully exerciced.  The grenting of the application could reculg
1n material loss of the-e rights and even in o counplete
denial of the <rilling cpcerotions could be prchibitecd.

In cither cvent, the attractiveness of the area insofar
2s potential procuctiver~.c 1s concerned, will be greatly
diminished by the granting of the aprlica*icn by the reason
Exxon vill not be able to knov where in the area it can
rlan to ¢rill or cven if it could ¢rill. Exxon submits such
is not in keeping with the terms anc considerations of the
lease contracts. If the area 1s not properly studied anc
developed, both the state of hew Mexics and the United States
could be deprived of valuable royalty income. In adcdition,
it is possible that valuable and much-needed oil ané 3Jas
reservez coulé be left in the ground undiscoverec or un-
produced.

Bxxon is iilling te cooperate wwith both State and
Federal agencies in ceveloping its leases in such a manner
that the ovner: of the poitesh rights sre not deyprived of

nEobe vroducoe thely minerals andg submit the rightso

of Al rertics wey boe »yesvrved without the granting of
suabject erylication.  Phis 1z in keepliag cith thoe rrincipals

ol multiple woo.  Loecordingly Riaon cubmilito thet the popbosnoc
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rotash extention is unneceo ary onc conotitutec o deprivation

¢f 1t. rights anc woulce arbitrarily grant once nineral owner

suUperior riyhisr uvvel auctner. Thorefo

b

o, Exxon respectfully
submit:i that the applicaticn be dentco, (End of reading.)
Mr. Chairman, A courlc of remarks which I would like to
make, aside from this statement. 5S¢ I unaderstand it the
Commizsion by Stotute hos the pover to deterrm ine the limits
of any areas contzining commercial potash deposits and froﬁ
time to time re-determines such limits. 2lso, the Commiszion
has the wvover by statute to regulate ana where neces..ary
rrohibit drilling or producing operations for oil or gau

within any arez containing commercial ceposits of potash

where such operations would have the eifect to unduly reduce

8}

the totzl quantity of such commercial deposits of polasn

A
which mav reasonably be recovered in commercial guantities
or where such operations would interfere unduly with the
orderiyv commcscinl duvelepment of such wotesh deposits.

It cvrpears to me that with respect to cetting the limits

of the crea containing commercial potash cdepocuits, the Com-

Bed

nizoion must et those limits on the basis of zatisfactory

ovicence of the exizleonce of cormerciznl deposits and in the

future o0 subsocuent Gevelornwent. are cither broughlt Lo the
attontion o Uhe Comuad Slon Lo couroh corn onios or by ooll
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companicer through loge and ite drilling activities woul

suggest the existence of commercial rotash depeosits elsevhere

then the Commission must re-define the limits of the ypotasn
area. Certainly here, observing this hearing, it appears to
Hme that the applicant has not established that the entire

proprosecd-extenced aren does contain commercial poidsih Cepusiiy

area contain commercial deposits, and I should think that the
Commission, as it 1s reguired to do, would have to extend the
rotash area to include those portions, and as the future goes
by yerhars continue to re-cefine anc extend the boundaries of

the potash area to iuclude possiblyv much of the ared? cclored

in red on the Applicanil's Dxhibits and zhown in vhite on the

¢ aa M

Jete

¢

Protestant's Exhibit 3. Jith respect tc the"notice"argument
mace bv Mr. Blackman, he asked what can the potash cumpanies

do. Tt aprears to me thel Cesiaiunly they L roccive notige

locations, they can receive notice of 21l notices of intentioi
tc €rill either bv maybe requesting the Commission to send thg

copics of those notices or by mcnitoring the OCC records or

the records in the OCC'z office n Artezia. 1hat I am £hying

~ 1

Lo Lhiav if “ho potach companies are intoercestod in receiving

)
¢

IRETEE RO N S 1
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to get that notice and if they feel thoet o proposed well out-
v1ce uf 2 yotash area will Grill throuygh CUmmcfcial ceposits,
at that time they can institute o proceeding before this Com-
mission to ogpyose the drilling of that well. 1In any event, I

cdo feel that the potash comganiev do have the neans available

D

to them o:r being noitiificd of 21l peotential arilling withan
and outside of the preéent existing pota<h area. Thank you.
MR.>PORTER: Mr. Allen, did¢ you have a statement?
MR. ALLEN. Mr. Chairman, you have in your hand a
statement of Mr. Peter Hanagan of the Neuw Mexlco Oll and Gas
Association; he couldn't be here this afternoon. My name is
Don Allen and I am Associate Executive Director of the New
! 2nd Gas Asscciation. I would like to just reac
the brief statement you have befcre you, plus a couple of
other points, Mr. Chairman.

{(Reacing) The Mew Mexico 0il and Gas Association
respectfully reguests the Commission to scrutinize this
application with great care, and¢ to ascertain if it does 1in
fact warrant extension of the potash area, &nd in view of
the neec to balance the competing interest of the ypotash and
the oil and gas 1ndustric. the petition should nolbt pe grantec
chere 1t is clearly shown that the coerlsting o1
nduntrics Are Solrly croboscbes o Thio Cchooing oo
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CASE 5276

. proven propositions thot thore are lncece commercial ceposits
in all of the requested areown. after all, the oill and gasu

e Joverators have made large inves*tments on the leases in the

5‘ area with the expectation of peiry allowed to develop them
concurrently ip harmony ith potash operations. (En¢ of

reading.)

1

Mr. Chairman, I would like to stress that point because

Sty o

most of these large investments I just referred to vere made

in good faith and were made cutside the then existing areas with

boundaries as tney existec at that time. Tnis 1z a very
- importanrt point. There exists a natural need to explore for

and develcy all the varicus natural resources, not just potas},

but alsc this Commission knows thet that oil and gas today arg

furnishing somewhere in the neighborhood of 7& percent of the
total energy of thic country and there is certainly a neec to

lceveloy and expicrc 21l possihle new supplies in existence as

fzr as whet we knuv ahout. Inn « wWord, potash evploraticn and
cdevelrrment ghould not be affuided prcicreontinl fveatment s0

2z to amount to in effect dis-enfranchising the oll and gas
industry.

There s once cloving aote, Mr. Chaivmen, trat 1z not in
the writheon ctotement hore, hut I mignht Just cess along the
Plen that e o3d noedive, Tl in owie S Ve, Slachig
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" Comment:. thot hoo very casy it 1o to obtoin jeemit. frow ;
the officer-type of leaseholder, I wight ju.t pass on one '
e suggestion and that is that 1f the desiynotion of the area is §

né to be mace that perhaps the Commission thoule consider design-
ting it an o0il and gas area.

MR. PORTER: Does anyone eiuve hvve o stotement &2
make? Mr. Kendrick?

. MR. KENDRICK: H. L. Kendrick of El Paso Natuial

Gas Comrany. El P2co Natural Gas Company orroses the ex-
tenion of tne potash-oil areas os asked for in thie applica-

tion and recommends that the extension as asked Lfor be denie

C

MR

PORTER: Mr

. Carr, T believe, has some conments

he would¢ like to have read.

MR. CARR: Mr. Chairman, e have receivec letters
in opposition to the extension of the potash-oil area from
Bass Entervrises Producticon Company mnd Perrvy R. Bass, from

~143 L.
Phiiliyus

%

"1

ctroloum end fxom 2elco Petroleun Corporastion.

MR. PORTHER: Dnoes anyone ¢lse have a statement?

If there arc no further statements the Commission 0ill take
the Cese under advisement anc the Heariny 1s acjourned.
{ horcuyorn the Hearing was adjocurnad

b AL sB PLUML)
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I, RICIZRD L. NYE, Conrt Rej orter, co horowy coertify

that the foregoinyg and attuched Transevi) v of Hearing belore

the New Mexivo COil Concorvatian Jommiusion vas rzported by

the same 1s 2 tyue and coryrect record of the =aid

mne, and

proceedings, tc the best of my knowledge, skill and ability.

eporter
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’ , BEFORE THE
NEW MEXICC OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
July 17, 1974

COMMISSION HEARING

— s mam e e e mem e wme A e mae  em mem G e e v o —

IN THE MATTER OF:
Application of Leland A. Hodges, Trustee CASE

)
)

for the extension of the Potash-0il Area, ) 5276
Eddy County, New Mexico. )
)

BEFORE: A. L. Porter, Secretary-Director

I. R. Trujillo, Chairman

E‘ Alex J. Armijo, Member.
TRANSCRIPT OF HEARING

APPEARANCE

&
]

For the New Mexico 0il 11
Conservation Commission: Legal tCournsel for the Commissioh
. State Land COffice Building
Santa Fe, Wew Mexico

iam Carr, FEsq.

For Skelly 0il Company: Jason W. Kellahin, Esqg.
KELLAHIN & FOX
500 Don Gaspar
Santa Fe, New Mexico 87501
and
Chiesier E. Blodgec,Dsg.

Tulszsa, Oklahoma
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APPEARANCES (Continued)

For Phillips Petroleum Co.: Jason W. Kellahin, Esq.
Belco Petroleum Corp. KELLAHIN & FOX
Sun Cil Co. 500 Don Gaspar

Santa Fe, New Mexico
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Direct Examination by Mr. Blackman

KARL ELERS

Direct Examination by Mx. Blackman
Cross Examination by Mr. Kellahin
Redirect Examination by Mr. Blackman
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MR. PORTER: We'll take up Cuse .27v.

MR. CARR: Case 5270. Application o. Leland A.
Hod_es, Trustee, for tne extension of the Potasi-0il Area,
Eddy County, New Mexico.

MR, PORTER: 1 would like to call lor appearances
at this time.

MR. BLACKMAN: My name is R.H. Blackman, 1'm an
Artorney in Carlsbad, New Mexico. I wish to enter my
appearance on pehalf of Leland A. Hodges, Trustee oi the
Hall Trust, and also as counsel for Ideal Basic Industries,
Inc., Potash Cumpany of America Division. Ideal Basic
Industries, Inc. 1is a Colorado Corporation autiorized to
do business in New Mexico, and does so in this instance
throughits Potash Company of America Divisiocon.

MR, PORTER: Mr, Kellahin, do you desire to enter

MR, KELLAHIN: 1I{ tne Commission please, Jason
ellahin irom Santa Fe, New Mexico, appearing on behal:
of Skelly 0il Company in association with Chester E.
Blodzet, & member o ihe Oklahoma and Texas Bars. I'm
alsy appearing on venhalf o! Phillips Peteoleum cvowpany,
Belco Petvolean Corveration,and Sun Oil'Comaany, in con-

T e (> .
T Lase.,

nocirLon Wil
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MR,

MR,

MR,
with --

MR.

MR.
at this time

recommend -~

MR,

Ben Donagan.

MR,
Blackman?

MR.
with. I don'
or not.

MR,
you koow how

—— MR,

CASE 5276
Pag«-.

PORTER: That's Skelly, Pnillips, Belcc --

KELLAHIN: (Interrupting) And Sun,

PORTER: (Continuing) And Sun, and associated

KELLAHIN: (Interruptiug) Chester E. Blodget,

Tulsa 3 Oklalioma.

PORTER: (Continuing) Mr. Blodget of Tulsa.
KELLAHIN: Right, he is here with me.
PORTER: Anv other appearances? The Commission

will recommend that Mr. Btiackwman -- not
recognize.
{Whereupon, a discussion was held
the record.)
BLACKMAN: I'll call my first witness, Mr.

PORTEK: How nmany witnesses do you have, Mr.

BLACKMAN: So far 1'll have only one to start

t know whether I'll have any further witnesses

It will vepend ou the course the Case takes.

POQTER: ALl cisht., Now, pdr. Keilaaus, 4o
many witnesses you'll nave?

LT Y ATYITN . ia T P ".‘lw v e

R LI LN G ISR § Px.JJaJ ; (3AAVe LWO,
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L MR. PORTER: Thank :ou, Will the Witnesses stand

anc pbe sworn, please.

(Witnesseg gwozn.)

MR, PORTER: Tne .ccord will show that Mr.

Kellahin's Witnesses have beern sworn.

BEN DONEGAN
i called as a witness, aaving been {ixst duly sworn, was é
examined and testi. ied as .ollows: !
DIRECT EXAMINATION
BY MR. BLACKMAN:
i Q Mr. Donegan, will you state your name olease,
» your occupation and your name?
; A I'm Ben Donegan, a consulting geologist with ;
' Donezan and Donegan of Albuquerque, j
; b
! Q0 Ave vou a agarticinatin: owner in the Hall Trust, %
- the Applicant in thes Casa? a

A Yes, I amn. I aw here today as a geolo.,ist
repregenting Leland A, Hodjes, Trustee, and also as an
inceresr owner in tine Hall Trust, owner 0i the »ofasn

leases Hewn: considered nere Toda/.

J My. Donezan for the record, fnis 25 du appiica-
con ade b Leland AL Hodoes cox extrusion oo DD DOURUAY LIS

e Quder n- LA, as amended, 9 ancluue Lae Dooperl; o ag
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COu o nade

advertised .n the novice Jor tnis Hearing. Have
a s=udy or the geoloy, ou that area?

A Yes, I hLave.

J-  Wiil you kindly explawn o tie Comwis¢ion voug
qualiiications as a consulting :zologist and whai experiencd
cou've anad, and education.

A 1'm a Certiiied Proilessional Geologist and nhave
been engaged in exploration and developueni of natural
resources. :ncluding oil and zas in New Mexico, tfor 20
sears. My academ.c ftrainin; in zeology was QL Texas Teon,
the University or Texas at Austin, Staniord Universiiy,
aud tne University oi New Mexico. I have previously .esgtui-
fied as a witness pefore the 0Oil Conservatvion Commission.

My experience in povash exploration has been over tne
past ten jyears in several arcas ¢:i Azrizona and Ney Mexicc,
= the Carlenad Parash Dhsarrvict. This work was ior

and in conjunction wifihh a nUmOEr UL pulasit dud Jil COmpaiiias,

rnclading Tenmag Cul., Pnillips Petroleum, Shell Oil Coudany,

I

Kern County Land Comvauy. now Teneco, Southern Union
Production Comvany, Atlantic Richiield, Leonard Entecprises,
and the Potash Company o0+ America. I conduc.ea iae snitial
evaluation or the Hodses-Garlsbad Poiasn Afea caat led oo
che acquigiilon or -ae fod es leascs, ana I pariic.paced in
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DONEGAN-LIRECT CASE .27,

O
Fage

practically all puascs o the esplorat.on of hig avea b~
Leland 4. Hodjges 1o date,

MR. BLACKMAN: Mu. Coacimari, will the Commission

accept Mr. Domesan's qualitica ions?

MR. POKTER: Tue Commission considers Mz, Lenegan
qualified to testisy.
MR, BLACKMAN: Tnank you.
BY MR. BLACKMAN:
Q Mr. Donejan, [ hand you the document marked for

identification as Exhibit 1.

MR. BLACKMAN: This has not been markad as
Lrhibit 1 in this Cace
with respect to this? We have stamped these but have not
marked them as Exhibits. Would you like to have us mark
them as Exhibits beifore discussing tnem?

MK. PORTER: Could you nut them on the wall over
there?

MR, BLACKMAN: Yes.

MR, DONEGAN: Mr. Porter, we hnave small coples orf

5 EATA

several o7 These Expiolts, a rumber ox swmall copiles with

the sinsle lavie oo, ©nag we puc on ine wall.
MR. PORTER: all cizint.

ik, LONEGAN: and a cew oo Them, like <ans

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JONSON STRZET
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CONEGAN-DIRECT CASE 5275
Page..... .. . 9 ........... :

particular Exhibit, we don't have the swall copies; we can
put it on the wall, but I'm not sure that you will be able

to tell much about it from the distance.

i
|
|
;

MR, PORTER: You oaly have the one cop;?

MR. DCMEGAN: No, we have numerous copies oi this

%
Exhibit. |
MR. .PORTER: Oi that one. All right.
3 MR. DONEGAN: We'll put it on the wall.

; BY MR. SLACKMAN: i
E Q Mr. Donesan, would yvou kindly explain to tne é
Commission who prepared Exhibif No. 17 ;
;'f\ A i prepdaied Exnibiv No. L. §
f Q What does Exhibit No. 1 show? _
A Exhibit No. 1 is the lease map showin; the Hodges %
poash leases in the avea »sropused ior extension oi Rule ;
111-A as amended. The Hodges Federal loases in rhis area :

cre indicatad b tae rine wols on the wap and applied Tor

g Federal prospecting permit is shown by the square-rule

i %

va’tern. The Hooses State potash leases are shown on the
map b’ ihe alasonal-rulea lines. Potaga core cests are ‘

v

shown oa the map o, small sivcles with accompauy g uaila ‘

SANTA FE, NEw MEXICO 8750¢%
TEL. {505) 982-0386

sauicating fae wLoLe nuwnpey 2na afn avdilecwafion Loy Diae
|
i sowpdn; Ltual dosbliow cacn c0rae oS T Tz 4
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vudtary 0w RKule 1lI-4 as awmended. Tue ,ellow line which
follows the short-dashed line is the outline of the proposed

extension oi Rule lil-A as amended.

Q Who owns thece leases?
A Leland A Hodges, Trustee for Hall Trusis, 1s the

owner oi the leases shown on the map py the symbols that

1 have cescriped. Leland a. Hodges, Trustee, 1S a group

oif individuals ~-- or [ should say Hall Trusts -- s a oroup
o individuals xrom Fort Worta, Texas, tha: .ormeu ihe

Trust to explore and develop mineral resources.

A S e AR e

Q What s the interest of Ideal Basic Industries, or

¢
{

what we'll call Potasn Company of America, in this property?

A Leland A Houges, Trustee, has = joilnt venture
1 contract with Toiash Cowmpany of Ameriza. This contract
1
- -

providzs f[or a considerable amount of drilling and c;glneeripg

T

4

s:.i. . prelialansy, fo (e conglyuciion oL a miil and the

sinking of snaivs to iniviate langbeinite production on tie

i dodzes leases. PCA, or Potasn Company of America, 1is
currentlv drillinsg on the property in accoxcance with the

Towny-venture arrangenent.

) Mr, Done:an, 1 don't vecall that jyou wdentisica
00 Fias Lan -ne ew paccels nat alve wadloel e ans Jonse
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narcels?

A Tue pagcels tuago ave nac sanwn o citners wols
~ . : - N P o
SyudaL .. © o .0 sy, anoovchier words the white oros
P LA NACEE RSO FE -t T I S - hed 0

Hou ,es. Sowe o: tuese lands are unleased Fedecal lands

; others

held under:tne KPA, or knowu potasia rejulations
are owned by other potash companies in the area.

Q Mr. Donegan, I nhand you iche document marked forxr
identiiication as Hocgges Exhibit No. 2 andrask you 1I you
woula please put a copy of tnat on tie wall. Wwould you
please explain what Exnibit No. 2 .s?

A Exhibit No. 2 is a copy of the US geolosical sur-
vey map,made avaxlavle to the public in June, showing
boundaries oi various [ -ash areas. Fer insvance, Lie
ved cutlined area, winic.a ~ollows & cashed line is the oil
sotasa area cover2e oy itne Uil Counservai.on Coasission's
Rule 1l1-A as amenda2d. Tie Ledvacér casncd Line, whicn =8
not colored on the wap, =s tne o:l potasn area desiunatea
by ©h2 Secretary of Interior of May 11, 195>, The area

h] 1

colored ,ellow ws the Leland A Hodses, Trustee, prcndseu

W easion 2. rhe polasit vil area. Inciuveniall,; cae swail
Cop.es are ¢Xaclh TepyaGae”™ Lors V. e va . eaal aEp . fae
U.5. Geolozical Surve, sad sue ool acditaoas o Thig wap
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are red lines «n he .ellyu-colored agea, aud ou tue swall
cop.es, small ‘1ile blocks. Olberwise., U & Do exaot
copy o: the U.S. Gecloypical Survey Mup.

¥ Mr. Donegan, I hand  ou a copy o Lue document
marked :or idemrilicatiun as Hudges' Exhipit Nu. 3 and ask
you i you will kindly identiry “hat cocument?

A Exunibit No. 3 is a <opy or the Secretar  of the
Inteirioxr's Order of May 11 1935, designating the potash-
oil area as shown on the map. You might note that the
Secretarv's area includes praciicall. ~'l o. Hodges' potash
leases and that :he Hodges' po-asn leases are joined 0 tne
noxrtix and east oy Rule 111-A boundary as it is today.

(Whereupou, a discussion was held
oLf the record.)
BY MR, BLACKMAN:

Q My. Donegan, I was walk.ng around; did you :deunti-
iy that documen*?

A Yes, I did, wnile you were walk ny around, Mr.
Blackman.

Q That Order is the Order which establisihes the
dashrad line on the Hodpes Exhibit do. 2, fhe dasheu olue
line around the outside?

A Yos, §.%

THE NYE REPORTING SERVICE
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Page o "'3 .

Q Mr. Done:an, I hand you a docawent marked -or

idenviiicarion as Hud_es'

Exhiibo No. 4 and ask ou 1L: you
will kaundly identify vhat document?

A Exhipii No. % is a copy ol the Memorandum . the
Chief of the Conservation Division of the U.S. Geological
Surve, ot Februar; tne lbdtn, 1974. This Meworandum provided

(1) the expansion or the potash area t> include areas not

now in the Secretary's area -- 1 should say to .uclude

several potash ¢ "eas not ndw included in “he Secietary ' S .

area -- but which would include ihe Hodges' area -- and I
suess I should corxrect that to say which should include ihne
Hodges' area -- and (2) to compile and wmake nublic by
June, 1974, waos showinz sotash encluves .n the potash-oil
area.
B. tne st¥ructure oi that order, Mr. Donegan, as
you understand it., were all the potash companies instructed
tc submit ihiormation o the Geolojical Survey by a date
certain, 1 pelieve April, 19747

MR, KELLAHIN: We object to tnis line o:i ques-

1

tioninz, Lo tne discussion oif these Exnibits relatiny to

the Secrotagy's avea and e Memoranuuw .3Saca 0, tag Chies

G

ol Guolosical Surve; .0r tne ¥cason .. aas ad Sy On

h
1¢5]

S I N SR

this Casc.  wWaat we've coacoraed waoh
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autnority vesced in ihils Commission and the extension oif
the poatash area under R-11li-#., Taere is a deyree of
covperation, that is true,between the Cil Comnission

and tie Unized States Geoloical survey,but their rules and

regula "ions have no pearing on anythin; chis Commission does
or can the younission rely on thewm ior any purpose nvoived
in this Hearinz; we object tc this line of questioning.

MR. BLACKMAN: Ii the Coamission please, I suppose

ne at tha
H . raea

AAAAA + i
Lilc sy -

P I S B R Pt s ey - B ¥
aac QS LT GLidcrence wn Dh;l?

4]
7

e}
w

o

conduct 2i tnis parcicular Case beroie the Comaission.

As I view this particular Case, the Commission has oeen
mandated by the Legislature of the T-ate of New Mexico %o
protect potasnh. By rhe State Legislature the Commission
hae been _iven the autnority and duty to make reasonable

e |

and fair vezulatione concorning ithe petacsh

Anmavrat
~ e

e

ome
particularly in connection with oil and gzas operations.
Thus, at this particular point and in thie Hearing, tne

0il Conservation Commission 1s aciing in a legislative
capacity; the, are here making rules. An excellent cxample
of the other side oi tue case is the case whichh was just
aismissed this morning, which is he Mesa Petroleuan Case,
thai it tnvoluves an a»plica lon b Mesa Peaosoleun cordorat . m

v odr 11 one nole o oone partocolar locatioa. i al Kied
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DONEGAN-DIRECT CASE .27»5
Page.... .. . =& Do

argue that matter fully because I think this is the crux

of the case, in as to whether this document, whether i
I propose to enter, @re pertinent. May I continue sitting

S0 you can near me?

Donegan.

proceeding, wihlch is a judicial or adiudicator, proceed-
tne Commission would oe limited to some desree by the
ary rules 0f evidence. It would be reguired to nave
cient evidence of record upon which Lo base its decua-

Hovever, in the case of tne (omeission acting in its
lative capacity, the Coma.ssion is not so bound.

I presume that now 1s tne appropriate time to

his

of questioning, whether the additional exnibits which

where it may be a little easier if I speak loud enough

MR. PORTER: Sure.

MR. BLACKMAN: We have in (liis particular citua-

wiwi I consider Lo be a unigue situation. 1 don't

whether it ex.sts anywhere e¢lse in the Lountry or no’.
the Department of the Interior, through the U.S5. G
Survey, has in eifeci delegated some aurhority to tae

Mexico Oil Conservation Commission. They pave aone

s ) - I I DU PR F R Wy Pt S ) T T N
DY tne Bxiivil Wiila L nave just Deea cn@alTaicoacl O .
i STRY MRS v s ey e e e T I .0
MR, PORTwi: YOou S8 Fo 00 s L slhnannl N,
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MR, BLACKMAN: I'm recerving to No. 4. I think
that it would be well :or those who are not familiar with
1t to w0 back and ;0 over tihe history of why we happen to
be in the position that we are witin oil and po:ash.

There were many withdrawals made of land in the
United States from oil and gas entry. The i{irst one 1
know anything about was signed by President Wilson. Later
there were withdrawals in particular by the Secretary ol
Interior along through the 30's and 40's. Early in 1951
the Secretary let it be known that the so-called potash areaT
which had been withheld from entry lor oil and gas leasing,
by an order dated February o, 1938, would be revoked, and
those lands would be thrown open t oil and gas leasing.
That Secretary's order opening the area was dated Octooer
15, 1971, 1It's in 17 Federal Regulationms at 10,559. I
have a copy of it which I can submit later. The details
are not important at this time.

In July of 1931 there were many nearings neld
before tre New Mexico bil Conservation Commigsion concern-
iny oil and zas drillinz on potash land in Eddy and Lea
Counties and Order do. K-1il, o ifs Ciagaual ~0ove, was dag
result ol those initial heevings. That Orday provided

{or two areas; -ney called fhem arca VAT and acea 307 1
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my nmemory serves me correctly, Area '"A'" was supposed tc be
the area in which potash reserves existed, and Area ''B"

-was supposed to be the area in which a potash potential
existed, or a potential for poiasn reserves existed. During
the next three or rour yvears there were many meetings held
between representatives o:r the potash industry and repre-
sentatives of the 2:1 and gas industry. The situarion was
recognized b, both the porash industry and the oil and gas
industry that tney must hsve, they nust work out some kind

0f a system to administer tae problems that were pound teo

»)

arise when potasnh leases and o:l and sas leasc

{r:
-
4
i

ISTERNCNTE DL ciofthie gane tise, with the asv oo pro-
DLoin Lo e LT o iosooiere Loiny O Loy and

operai~ at the same time and sowme kind of rules had to be
established.

Now, the Order R-111-A came alongz in 1S.5,
Octoveyr 13, 1925 was the orisinal Order R-11i-A. At that
point tuey vonsolidated the two Areas "A" and "3," and

that Order, so far as L1'm advised, nas not been amended

o this polnt, exceot :for ihe addition or acres. Acreajne
Gas oocn added from tame o fime and 30¢s 0W  CildOusil

R-111-G, 1 bslieve, oul vastically tne Ocder nas not osecn
cnanzes at aill cwcepi oy scacute.  how o LY ibe Now
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Mexico Lugislature came along and passed House Bill No. 2435,
and House Bill No. 245 cast upon the Conmission the duty

to juriséiction of authority over all matters celating to
the conscervation ci oil and was and the prevention o. wasie

of poitasi: 4s a result o O L snn Lo LoLla.s0nE u Bl

Stace. I. sa.d mao the Commieslon sinail oave | Zoouwllon
0. . ... . cud control above and over all persons, wmatters

and things necessary or proper to eniorce effeciivel; the
provisions of this Act or anr other law orf this State re-
lating te rhe conservation of oil and gas and the prever-
tion oi waste oL potash as a result oi oil and gas opera-
tions.

Now, up until that law was pasced, rhe 0il Consex-
vation Commission's jurisdiction to limit oil and gas
operations in potash areas and to limit potash mining
cpcrations, was dependent upon ©wo sentences in R-111-A.

One of those sentences said in efrfect that no operations
will be conducted :ior oil and gas drilling which will
interiere with the mininz -- or something -- the cecovery

of poiash or someining of that kind. The other one said
just the opposite; {hat no wining operac.ons will oc |
conducied which will intecsere with oil and sas. RNow, Loc
‘hat pevioaq, belween the orisinal vider back w 191 and
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Lthe passane or rhat law wn 1Yoy, the jurisdiction of tae
Cil conservation Commission to do this regulating really
depended upcn an agreement betweeu the two parties. It
was never challenged, so ‘ar as 1 know, that order was never
challenzed in court; there were & gredal wan  nearings and

a jreat many orders saying, ''Yes, ou can drill,"

and "No,
you can't drill," and tnings of this kind, none of which
were ever challepged in court so faf as I know. But, as
of now, the jurisdiction oi this Commission and that par-
ticular section of R-111-A, has, in my opinion, been
superseded by the law and the Commission now rests its
jurisdiction upon the law. Now, during all oi this :ime
ciiere has been certainly an unwritten agieement or some
kind of an understanding -- I don't know whether it has
ever been reduced to writing veifore -- but in the case of
Federal o0il and gas leases and Fea.ial notash leases a
rotice of intention to drill would be filed, a protest would
be entered proceedings would be ihad rfollewiny Rule 111-4,
hearinzs would pe had be®ore this Commission and orders
would be entered and all with this very very nebulous
Jurisdiction on the part o:f the COMULS510il, Nas€d (xSl

upon the agscecument beiween tue LWo pacties -- wikon never

was reduced o wriling -- aod gecond uapon rae cachi permission
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UL tne United States Geolojlcal Sucvey that the 0:1 Conser-
vation Comwuission snould make tne decision., Now, I remem-
ber many times at the end o. thase hearings when the then
Area Superintendent ox District or Region Superintendént --
whatever nis title is -- John Aaderson ase to stand up at
tiie end of one Of tuose hearings and statce that iLhe posi
tion of tie United States Geological Surxvey. he would state
that they -- .n eiiect he would say, '"We do nat recognize
that the 0i1 Comservation Commission has sovereignty over
this question, but we nave uever yet come up azainst a
situation where we or tihne Unitea States Geological Survey
have disagreed with tie New Mexico 0il Conservation
Commissior,' and thegfeiore, a whole series of decisions
running over a great manv years, I do not recall -~ I was
not in all of them so I don't know that it never has oc-

curred -- I know of no instance in which the decisious oi

T

e Oil Conservation Commission was ot iLollowed b, the

rr
-

United Srates Geological Survey, insisting all the time
that they had exclusive jurisdiciion. I think you will
vecognize, that under inls police power, New Mexico has

some jurisuicilon to pravent tie wasle oi potasn. L

Snink nder fine police poweor we do nave son2 jurisdiciion,
Pub, in addailon ©o tual, s does grder, oufd Exninil No. <,
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‘0 Pures o and 7 of that Ouder, the Secretac: ol tic
Interior nas, =n eillecl, delegaied power o tuc New Moxico
Oil Couscrvation Cowaission to over-hear 1% and make some

xind o detecmination. Tney have said that tae potash
lessec still has the risht to protest to the 0Oil ConserQa—
tion Commission and they've iecégnized that the 0il Conser-
vation Commission is yoing to hold some hearinzs and make
some kind of jurisaictional ruling on 1i:.

Tnis orings us down to the situation in wnlch here
we are coday. [ might reier also {rom tne Titles ol the
1905 Act which includes the :ollowing: Providing fo¥r ihe
prevention by the 0il Conservarion Commission of waste
oi potasn as a result of cil and gas operartlons and pro-
tection oif potash deposits. It seems to me that it would
be diirficult to draii & ncw nonredundant
enjoining upon the Commission's broader duties to preserve
and protect the potash deposits, or stronger and mc-e
complete authority over all phases orf prouvection process.
The 0:i] Conservatrion Commission is there.ore tne key ajency;
in fact it is the only azency in the State of New Mexlco

wvhich has the duty, power, and authoritr L0 prevent tne

vasie of potasn, in €0 many WOrds,
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I will read irom part o. Exhibit No. 4 the lanjuage
which (s approved by vhe Secrerary ol the Interior. This
is in the {orm ol a memorandum directed to the Secretar;
of the Interior which the Sccretar; was called upon to
approve and whicih he did approve. The Department recommends
that: The Department reasiinas .75 intent ¢o cooperare
with tine New Mexico 0il Conservation Commission in the
implementation o{ that Aéency's Rules and Regulations.
In that rejard, tne potasir lessee shall continue to have
th righc to protest to the New Mexico Oil‘Conservation
Commission tie drilling of a proposea oil and gas test on
Federal lands provided that tihe location of said well is
within tiie State of New Mexico's oil-potash area as that
area is delineated by New Mexico 0il Conservation Commission
Order No. 111 as amended.

And then Part 7 20es on to séy: Applications
for permic ©o drill vertical tests [or oil and zas at lo-
cavions that are in the Secretar, 's potash area but outside
the Stare oi New Mexico oil-potash area. and which do not

divectly nivi-gei an enclave, which is deiined as within a

<
quactecr mile o7 an oil test and within a hal: mile ol a

as rtesi, will be rouetinel; approved b the Oil ana Gas

Supervisor a’lier vevisw oy the Mining Supeiw s0r.
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I ciiink that this action by the Feueral Government
invests the 0Ll vonservation Comamission with tuae cbligation
to prevent potasin wastes on Federal lands. Since the
Department oi Interior does not spell out in its regulations
a system ror resolution of oil-potrash dirterences upon
not.ce 0L hearing, the quotations in Parts > and / of iis
recent action can reasonably be comstrued as an invitation
to the New Mexico 0Ll Consevvation to provide the means

i

vnereby autually antagonistic rishis of oil and gas lessees
and potash lessees may ve resolved with due process o.
law.

It is my view that the Secretary of the Interior's
action in stating chat he will routinely approve drilling
nexmits outside R-111-A as ameunded, without the unotice,
any notice, or any opportunitfy rfor hearing, clearly denies
to the potash lessee due process oi Jaw. We fecl it is
incumbent upon New Mexico 0il Conservation Commission to
provide the notice and aearing spportunitices fo correct
this ovarsight.

Basically, the problems that we iace here, arise
out of tpne fac: fnat o1l and zas and potasi cannot de
contemporancously produced .rom the sawe praperty without

- i LT " LA Sy ey an ey R . R— T
§aMC Uamaxe 8 Ong or he Doacer, Coe a2maze g, consigi
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of anything from a short delay through increasing siages io
the substantial loss of recoverable winerals, which may be
permanent, but when an oil and gas lease or potash lease is
issued, the lessee receives valuable property rights. When
both 0il and gas and potash leases are issued to the same
property, a conflict of interest is inevitable and the
rights of one, or perhaps both lessees, may be adversely
affected by the exercise of the rights given to one of the
parties. 1 think it is undeniable that the rights granted
by either the State or the Federal Govermment, or as far

as that's concerned, by a private individual, in giving

an o0il and gas or a potash lease on the property, is a
valuable property right; otherwise you wouldn't see all
these peoéle assembled in this room contesting about this
particular problem. This is a valuable property right; an
0oil and gas lease is an extremely valuable property righi.
So is a potash lease. The pioblem that we have is that both
the Scate and the Federal Government have provided their
prescribed terms and conditions concerning the exercise of
rights of 0il and gas lessees and potash lessees, but the
rules are set forth in general terms, and sometimes con-
flicting terms.

hat you can see with respect to the
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potash lease witiyin the boundaries of Order R-111-A we have

Gefinitive procedures because within tie boundaries of R-111+A .

we do ‘ave a provision for notice and we do :ave a provisicn
for ‘earing. Due process of law is afforded. But when we
get outside R-111-A, we do not have anv such procedure. The

U. 5. Gecolcgical Survey has stated tnat they're going Lo

routinely approve it, and the rules of the Oil Conservation

Commission do not provide that there is any notice entitled
to be giveu.

Now this raises a wvery serious constitutional
gquestion. The Constitution of New Mexico provides that
no person shall be deprived of life, liberty, or property
without due process of law. To restate that and shorten
it, no person shall be deprived of property without due
process of law.

Now substantially the same language appears in
the 5th and 1l4th Amencdments of the Unlted States Constitu-
tion. 1In this consideration of value of proporty rignts
it is my opirion that oil and gas leises and potash leases
stand on equal footing. It is equally obvious to me that
anv action, that the action of any goverumental 3authority
cdenving a right to proceeé under such a lease constitutes
a taking of propertv. T.e Gil Conservation Commission says
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one party can or cannot move, they automatically take the
property of the other one. It is taking a valuable and sub-
stantial property right. The taking or dznring the permit
of one lussee which may have the effect of deminishing or
delaying the exercise of anv relevant rivht by the other
lessee of the same property constitutes a deprivatidh of a
valuable, substantial property right and I believe it is
second to the constitutional prohibition.

Now the 0il Conservation Commission, under the
laws that we have, under the regulations that the 0il Con-
servation Commission has, does have the power to deprive
one or the other of those parties of that valuable property
right. There is no doubt about that; the Oil Conservation
Commission does have that power. But, to do so they must
act within the constitutional limitation. What is due pro-
cess of law? That is what they have to give, due process of
law., V¥here proceedings are taken before an administrative
agency,such as the New Mexico 0il Conservation Commission,
a distinction is generally made whether the Commission is
acting in a legislative capacity or judicial capacity.

73 Corpus Jur's Secundum states that notice and hearing
are require where an administrative body acts in a quasi-

judicial wanner but not when its actioms are executive,
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administrative, or legislative. That general rule was
quoted with approval in Stauffer vs Weedlun 155 Northwestern
2nd at 218, The appeal was dismissed by the United States
Supreme Court at 93 Supreme Court, 307. The rule was recog-
nized in New Mexico where the Court states in Phillips Mer-
cantile Cbmpany vs. The City of Albuquerque, 60 New Mexico,
page 1, where Justice Compton stated at page 12 (Reading)
We believe the best statement of general principles is
found in one Merrill on Notice, 1952 Editiorn 543, where it
is said, 'A common test for the implication of right to
notification in administrative proceedings has been the
nature of the action to be taken. If it is judicial in
nature, the necessity of hearing upon notification is
implied; if on the other hand it is legislative in nature,
involving a determination of pclicy rather than an adjudi-
cation of rights, the courts decline to imply a rignt to
notification in the absence of tlie statutory command.

(End of Reading.) Now in the question of what constitutes
judicial action, Merrill on Notice states at Section

517 (Reading) If an administrative body acts judicially,
notice and opportunity for hearing are indispensable to due
process. When does the administrative proceed judicially?

The familiar test is that adjudication involves the
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investigation and determination of the rights of parties
under existing legal rules. Examples based upon judgment
of the constitutional necessity of notification and hearing
include proceedings to award or cancel water rights or to
grant or revoke licenses. (End of reading.)

Later in the same Section 517 Merrill continues:
(Reading) There is a tacit assumption fhat the rule imposew
upon specific persons must be on proper hearing ihvolving
due notification. The latest pronouncement of the Supreme
Court of the United States definitely establishes this as
essential to due process of law. (End of reading.)

Now the Tenth Circuit ot the Court of Appeals,
which has jurisdiction over the State of New Mexico, held
that the cancellacion of a certificate of purchase of
minerals is quasi-judicial in character, requiring notice,
citing Merrili. That's Magnolia Petroleum vs. Carter Oil
at 218 Federal Second, 1. It is our view that the issuance
of a permit to drill on property held under a potash lease
or permit constitutes the taking nf a substantial property
rigiht without due process of law and is thus improper,
unconstituitional actiocn and I believe it would be enjoined
by the courts.

Now the problem at this point is a practical
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problem. Tf the potash lessee does not receive actual

knowledge of the intention of an oil and gas lessee to drill}

or the igsuance of the permit to drill, in sufficient time
to get to the courthouse to get an injunction, the damage
is done, since it is drilling through the potash measures
that causes the waste since the potash lessee will leave
some subgtantial amounts of potash in place to protect the
well.

As Mr. Donegan has testified, the Potash Company
of America has an exploration contract on this property.
Since we began our exploration operation on the property
we realized the difficulty and the problems connected with
it,since it 1is outside of R-111-A, and we have employed
an agent in Artesia who checks a time or two every day
the Artesia offices of the U.S. Geological Survey and of
the 0il Conservation Commission for applications, notices,
rulings, and I suppose rumors too, to see if we cau {iud
out anything.

Back to the point on the appropriateness of the
evidence that we are looking at in this Case, the H.F.

Wilcex 0il and Gas Company vs. i n 162 Qklahoma,

e 3tate in
89, at 19 Pacific Second, 347, there is a head-note by

Andrews whicn states -- it happens to be quoted from the
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.’ case iiself -- (Reading) When the Corporation Commission

acts in a legislative capacity for the purpose of making
rules, it may ascertain in any manner it sees fit what

rules should be made and may make such rules without the

hearing of evidence or without regard to the evidence
heard. But when it attempts to apply those rules in order
to prevent wagte or to reguiate production, it acts in a
capacity at least quasi-judicial and it must act either
under rules of procedure and evidence provided by the
| legislature or under rules of procedure and evidence pro-
vided by itself, and it may not then act without evidence
o~ or upon incompetent, irrelevant, or immaterial evidence.
(End of reading.)

Again, I would like to pcint to the distinction
Letween this proceeding in which we are asking for the
extension of a rule; we are asking that the Commission
make a rule,which is applicable already to a substantial
territory in New Mexico, to include additiomal territory.

In that capacity, when the Commission is acting in its

P

egislative capacity, it's entitled, and it should consider
all kinds of evidence, whether it be arguments, the pecu-
liar knowledge of its staff, the opinilon of experts, any

kind of evidence that it can obtain because in the
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legislative capacity it is not bound by the rules of evi-
dence as it is kound in the judicial capacity. Now, were
we hearing the Mesa Case I should agree with Mr. Kellahin,
that the probability is that the evidence that we seek to
introduce would be guestionakle mavbe. I think that even
then it would still be admissible before this Commission
because you are asking to make an administrative decision
on a very broad basis and you should have all the knowledge
that you can get, and what we are really interested in
this time is getting before the Commission all of the
information that is pertinent to this question. Now, the
Conservation Commission itself, having been charged

by the legislature with the duty of protecting potash,

is none the less severelyv handicapped. The Conservation

-~ e $mh deimm e
LU L L uUCD v

t have facilities for determining whether

Ui
[/}

potasn 1s present ¢r whetier the potash is of commer-
cial value; it has no budget to provide such tacilities.
In comparison, the United States Geological Survey has

a substantial organization to do that work on a contin-
uing dasis. The analysis of all potash-drill cores

are reported to the United States Geological Survey, and
they are entitled to the core itself if they desire. It

i

b : . Sy X - e . .
imaintalns detalled records of all drilling and »nroduction
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activities, including activity on State and private lands.
The 0il Conservation Cowmission has no such informatiom,
does not have official access to the Geological Survey's
records, and it is doubtful if the Survey would respond to
& subpoena. 1 say doubtful they would respond -- I don't
think they have ever responded to a snbpoeha -~ 80 you
would probably have to take them to court to see whether
you could get the infoimation. As to how much information
they are willing to give on an informal basis, I am not
advised as to that, but the 0il Conservation Commission

is placed in the position of having the duty to protect
potash, as commanded by the New Mexico laws and as delegated
by the Secretary of Interior, without having the means

o keep itself Ilaformed of the facts necessary to carry
out that obligation. I think that the Commission should
avail itself of the best evidence iiai can be obtained
when they are called upon to make any kind of a decision.

In this Case, when you are called upon here to alter or

to make a rule or to make a regulation, you should have

axravryw
- -y

J

it of information that you can think of or that any

of the parties caii taink of, Yeou ghould have it as up-to-
date as possible because this changes, changes very much,

very capidly. The economics of the potasn industry have
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changed fantastically over the past few years.

I think we should not confuse, at this point, the

character of this proceeding with a proceeding, for instance|

to decide whether Skelly should be permitted to drill a
particular well, or whether Mesa should drill a particular
well,

I would like at this point to just elude to that
ﬁe;d Case for a minute because it illustrates a real pro-
blem. Mesa Petroleum Corporatiom is the operator, desig-
nated operator, in a unit which I believe they call the
Mash Unit. That unit consists of eight sections in 3 by 3
configuration, leaving out the section in the noxthwest
corner. At least two Federal oil and gas leases in the
unit will expire on August lst, 1974, Mesa Petroleum Cor-
poration applied to the Geological Survey for locations on
Federal potash leases which they desire to drill. I mean
they applied for but they were not approved by the Geologi-
cal Survey. They later filed an application for a permit,
the one that was just dismissed this morning before the New
Mexico 0il Conservation Commission, asking fcr permission
to drill on a State lease, a 40-acre State lease, 1i they
were permitted to drill on this 40-acre State lease they

could hold the entire unit ovar the two-year period because
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they would be drilling over the end of that period. Now,
this was outside R-111-A but we were apprised and had known

of Mesa's activity for a long time, and in fact we had

conferred with the Mesa people prior to the time that they
filed their application with the New Mexico 0il Conserva-
tion Commission. We were in a pcsition -- we objected to
the first hole that they drilled. There were three 40-acre
tracts in a north and south configuration; their applica-
tion was to drill near the north boundary of the northern-
most 40-acre tract. To that location we objected. A
hearing was set for today; we were able to reach a com-
promise in which Mesa withdrew their application and we
permitted them to drill -- I should restate tI t -- we
stated that if they applied for permission to drill in a
location near the norih boundary of the southerimost 40-
acre tract we would not object and we have not so objected.
But, if we had desired to object, we could have objected
to a new location. They figured, obviously, that they
couldn't win a case on their northernmost location because
we had excellent evidence of good potash there. We have
good cvidence of potash in the lower section but it is in
4 different horizon and we're not real sure about it; we
ware willing to compromise on the lower basin.
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Think a minute where Mesa would be had we decided
to object; if they had come to the hearing today and lost
the Case, which was an excellent possibility, and filed a
new application on any other location within the Statc; we
could have objected to it. In fact, we had a general
cbjaction on file in advance to any locations anywhere
since they are outside R-111-A. A hearing would have taken
them much beyoné‘the first of August and Mesa would not
bave been able to continue their unit by that type of
action. They would have had to use some other means to
see if they could get the unit extended. There is some
barren acreage in there probably,which they said they didn't
wish to drill om; they might have had to drill anyway there.
I mention that simply to say that being outside
of R-111-A does not render the potash lessee helpless., I
might put it a different way-- and this was recognizei way
back in the early 1950's when the original orders were
made -- that if you have a possibility of an administrative
decision before a group such as the New Mexico Oil Conser-
understanding what the problems are, you have a chance of
getting a decision in a hurry, you get a decision made by
people having expertise in the area, whereas if you take
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it to court you're liable to be tied up for many years,
and in that connection, a potash lease and an oil and gas
lease are different. Let's take the Federal situation. A
Federal oil and gas lease lasts for ten years; you can get
a two-year extension of it by drilling over the end, but
you have to have production to continue it beyord that
date. A potash léase is a different proposition. You do
your drilling in the first instance to prove the existence
of ore on the lease when you get it and you don't have to
do anything more but pay the rent from there in. One
dollar an acre and you continue to use your potash lease
as long as you want it continued. Now, if you get in a
situation where you are in court, time is on the side of thq
pctash lessee, not on the oil and gas lessee. I baliave
that the oil industr& should recognize this matter and
should be in favor of putting this jurisdiction within
R-111-A before the 0il Conservation Commission,

‘MR, KELLAHIN: If you please, I think this has
certainly gone far enough. We're raising matters that
have absolutz2ly no bearing on this Case before the Commis-
sion in terms of potash leases or oil leases and everything
else., We've been patient and listened for some 40 mirnutes

of this. 1 think it has zone quite far enough and think
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the Commission should stop it.

MR, PORTER: Mr. Blackman, I assume, or I believe
i you said, that you felt that the 0il Conservation Commission
could or should -- I believe if you put it correct -- Paft
7 of Exhibit 4 by extending the limits of R-111-A?

MR, BLACKMAN: I believe that they could correct
it

I believe they couid help us substantially. I think --
MR, PORTER: (Interrupting) All right. Woul&

you like for this to apply to the entire area as described
now ir Exhibit A -- I don't believe there is a description
in there .- the most recent outline of the oil-potash area
by the Secretary; you feel that all of that area should be
included in R-111-A so as to make this Part 7 here actually
inoperative? |

MR. BLACKMAN: Yes, I think that's cur position,
I think that's a fair posi* nn. I have --

MR, PORTER: (Interrupting) You're approving
all of R-111-A should exclude all of the area that has
presently been designated by the Secretary in the new map?

MR. BLACKMAN: Yes, and 1 {eel that is a fair
position.

MR, PORTER: You didn't read Part 5. Do you have
a suggestion as to how that might be corrected?
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MR. BLACKMAN: I'm sorry, I didn't nhave enough
copies of that but I can keep one for myself.

MR. PORTER: 1I see.

MR. BLACKMAN: AI have one in here but I don't hav#
it immediately available. Part 6 reads: (Reading) The
Departmenti reasserts its prerogative to make the final
decision of whether to approve the drillings of any pro-
posed well on Federal oil and gas leases within the
Secretary's notash area. (End of reading.) How would

you correct that?

MR. PORTER: That's what I asked you to decide, if
you haé any suggestions on Part 6.

MR. BLACKMAN: I don't have any suggestions.

MR. PORTER: Mr. Kellahin, do you have any furthed
response to Mr. Blackman?

MR. KELLAHIN: Yes, sir, I nhave some considerably
additional material I would like to present rigit here;
it's pertinent to this matter.

MR. PORTER: Well, the guestion I asked you, of
Eourse, was facetious as far as Part 6 was concerned.

MR. XELLAHIN: Could I get a ruling on my objectio

MR. PORTER: You mean as to tie further presentatil
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of this?

MR, KELLAHIN: Yes.

MR. PORTER: Well.now your position and your
objeciion was on the point, Mr. Kellahin, I believe, that
the Exhibit 4 and the material in Exhibit 4 --

MR, KELLAHIN: (Interxupting) You misundexrstand
me, Mr. Porter, I -- Mr. Blackman has been talking for
some 40 minutes and he is covering matters which have not
been presented in the testimony. He is in effect making
his clesing statement, and I think he is imposing on the
Commission, he is imposing on us, in making this type of
presentation at tuis point in this hearing, and properly
everything he has said which is not directed directly to
my objection should be stricken from the record.

MR, BLACKMAN: Mr. Ccmmissioner, in response to
that I wonld like to say this. We have in this particular
case, if the Commission rules that I think ic should, that
this is a legislative matter, and that very broad latitudes
may be exercised in the admission of all kinds of evidence,
then I would proceed along the lines that I have;if the
Commission should take the other view, that this is a narrow
case and that we should be limited to the macters of now

much potash there is in each particular section here, we're
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liable to be here for three weeks because this is not just

like a -- 1f you proceed in that direction then we're going

to have to take just about as much time for each one of
these little sections that we have in here, maybe each 40
or each 160 or maybe each 320, as was taken in the recent
case of Phillips Petroleum and the recent case of Belco
with Kerr McGee. Wc can get into all of those things and
we can battle about them, but my feeling is that we have
in this hearing a very general proposition of whether --
very simply this -- R-111-A only in its essential provides
for notice. The other provisions of R-111-A have either
been superseded by statute, provisions that say that you
can't mine and interfere with oil and gas and those that
say you can't drill to interfere with mining. Those have
all been superseded by statute. R-111~-A, therefore, is
reduced in its essentials to only the question of notice.
it has, in addiiion, a casing program in it, but the
Commission stands ready, and has modified that casing
program very many times. There is, as I understand it --
I could be wrong on this -~ but it is my understanding
that before the 0il Conservatior Commisgion there is a

casing program prescribed for every location in the State

of New Mexico, 1Ii is either under a general rule that says
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you'll do it this way or under a particular rule for a

particular pool. Now, under those circumstances we'’'re
talking about a very broad proposition and I consider this
to be under the rule-making power of the Commission.
Therefore, the evidence submitted can be completely broad anf
I think the Commission is in a difficult position if they
don't take that pogition. I was just about to offer you a
solution to a lot of these problems, which I think is a
‘solution to a lot of these problems.

MR. PORTER: Mr. Kellahin.

MR, KELLAHIN: Mr. Porter, I feel somewhat like
the old cowpuncher who told the country preacher,when he
hauled a load of hay out into the field and only one cow
showed up, he didn't give him the whole load. I feel like

this is what we've got here. I raised a very simple

objection to a bit of evidence and we got thc entire
presentation in the response.

Now, Mr. Blackman has raised many questions which
1 won't even attempt to answer, nor do I think it is
necessary. He did not pay any attention to Part 6, and 1
think it is a significant provision in this memorandum if
the Commission pay any attention to anything here. The

part reasserts its preroguative to make the final decision
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of whether to approve the drilling of any proposed well on
Federal oil and gas leases within the Secretary's potash

area. 1 think that's nothing more than the lasson of the

statement of the law. As a matter of fact, the goerd of
Land Appeals in a recent case involving an Oklahoma COXpoL-
ation in its decision said exactly thaz: He said that the
powers of the State of Oklahoma do not supersede the powers
of the Secretary of the Interior and held a forced pooling

order entered by the Oklahoma Commission was invalid.

Now, Mr. Blackman's objection to leaving this:
area under the Secretary's area and not in R-111-A appears
to be based primarily on the lack of notice in case some~
body wants to drill in here. He has already taken steps

to remedy that himself by having someone check the records

at ihe Artesia office and if he wants notice and hearing

before rhe pepartment of interior, if he doesn't feel he

-

\
is getting due process, then he should have resort tc the \
Civil procedures Act and made some demands on the Depaxt-
‘ment of the Interior and not on this Commission because it
is not this Commission's doing, if that is his complaint.

Now, when you get into this question of whetherx \

this is a legislative OT a judicial function, that raises \

an age-old dispute of what 1s legislative and what 1is

1
THE NYE REPORTING SCRVICE \
STATE-WIDE DEPOSITION NOT ARIES \

\

225 JOHNSON STREET
SANTA FE, NEu MEXICO 87501
TEL. (505) 982-0386




CASE 5276
DONEGAN-DIRECT Page. ... 43
judicial. I would say in this particular instance we are
in effect -~ Mr. Blackiran's clients in effect =-- are asking
that nobody be pernitted to drill in here except after
approval of this Commission under the special procedures

of BR-111-A, That certainly is an extension of the provi-

sions of the Act to affect others is at best a quasi-judicial

function; you are affecting valuable prowexty rights of the
people, Just as an example, in the Belco Case and the
Phillips Case we had to go through this procedure and scme
two years passed in each instance at the expense of
thousands of doliars, then we got our permits.

But, whether it is legislative or judicial -- and
the cases quoted by Mr. Blackman had nothing to do with
the law in the State of New Mexice, I might add ~- T call
your attention to Section ©5.320 of the New Mexico Statutes:
eading) Except as provided for nerein, before any rule,
reguiaction or ordei, iancluding revecziion nf change. renewal
or extension thereof, shall be uwade under the provisions
of this Act. A public hearing shall be held at such time,
or place, and manner as may be prescribed by the Commission.

ve recascnable naotice of such

e

The Commission shail iirsi z
hearing, in no case to be less than ten days except in an

energency, and at such hearing any person having an intevest
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in the subject matter of the hearing shall be entitled to be
heard. (End of reading.) Now, a nearing contemplates the
presentation of evidence and argument and, as the statute
says, these hearings will be conducted under rules prescribeL
by the Commission. The rules prescribed by the Commission,
bearing on the rules of evidence provide: (Reading)

Full opportunity shall be afforded all interested parties
at a hearing to present evidence and to cross examine
witnesses. In general the rules of evidence applicable to
a trial before a court without a jury shall be applicable
provided that such rules may be relaxed where by so doing

the ends of justice will be better served. (End of reading.

oo’/

Now here is the key to it: (Continue reading.) No order
shall be made which is not supported by common legal evidende.

reading.) That's what we are asking for.

Fh

{(Ena o
Now, coming down to the basis of this case, Mr.
Blackman has certainly put his finger directly on some very
serious problems involved here: In the first place, Order
R-111-A was adopted in 1955; the authority of this Commis-
sion to regulate o0il and gas diilling to pretect potrash 1
was passed by statute in 1965. Mr. Blackman says that in
effect then superseded the part of R-111-A, 1I'm not at

all sure, and I think there is a serious question, whether
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a later.statute can breathe life into an order entered
without statutory authority. 1 think the Commission would
have to rely solely on its right to prevent waste in adoptin
R-111-A, but certainlv it has no statutory authority over
potash at that point when it adopted the order. The real
auestion we are faced with here, amd uvne which Mr. Blackman,
in his very last statement to be made, indicated they very
definitely want to avoid, is the question of commercial
deposits of potash. Now, the authority of this Commission,
its powers'and duties as Mr. Blackman stated, relates to
the prevention of waste of potash as a result of oil and
gas operations. Now, waste is defined by statute, and
in Section 65, 34, Paragraph F, the statute says: (Reading)
The drilling or producing operations for oil or gas in
any area containiuy comwnercial deposits of potash, when
such operations would have the effect unduly to reduce the
total quantity of such commercial deposits of potash,
which may be reasonably recovered in commercial quantities,
or where such operations would incerfere unduly with the
orderly commercial development of such potash deposits --
(End of resding.) Now, there ycu are, tour times in that
one paragraph the New Mexico Legislature has pointed out

that this Commission's authority relates to protection of
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commercial deposits of potash. If the Potash Company of
America has a case and Mr. Hodges lLias a case, it is a case
to show where the commercial deposits of potash are in
here, which this Commission has the authority to protect.
If they can't show that there are commercial deposits of
potash, commercial certainly means potash that can be mined
at a profit, then this Commigssion has no jurisdiction or
authority to act nor should it act. I believe that the
other matters raised by Mr. Blackman are really immaterial
to this case. Thank you.

MR. BLACKMAN: Gentlemen, I agree with Mr,
Kellahin that there is a very good argument on this
question of commercial. The statute, however, is not that
narrow. The statute says 'prevention of waeste of potash,”
and it defines waste as being commercial. But let's
assume {or the moment that it does limit it to commercial,
and what is commercial. Well, I have listed a few here
of the elements bearing on something as to whether it is
commercial: You have industry economics, you have company
economics, you have governmental action, Washington is
liable to do something, Canada is liable to do something;
the situvation in Canada is absolutely fabulous if you

haven't heard. The situatiou in Canada is such that it has
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changed the economics of the'potash industry fantastically.

Up there, in both o0il and gas and potash, between the
Federal Government and the Province of Saskatchewan, I be-
lieve the tax figures out to something like 130 percent
because the Federal Government says we don't recognize the
right of a province to tax, but the province taxes anyway.
It's something like 80 -- everytbing over what they consider
to be a reasonable profit, You have technology; technology
changes. Very different and new methods are coming in. The
locaticn of a particular core that you have with respect

to other ore bodies, the location of the core body with
respect to transportation, the location within a particular
ore body. If you have a core that indicates the presence
of potach, which everybody in the room would agree be

below margin, it might nonetheless bc commercial in the
narticular gitwetinan hecause it was jn an area which vou
were about to drive entry ways. 1t might be very much
nicer to drive it through 47 material than to drive it
through salt., The size of the ore body is very pertinent.
When vou have a core hole, you don't know much about the
size of the ore body; you have iots of tiew. The cowmplex-
iry of the ore iiseil; foxr exawple, herc in the recent Kerr

McGee Case it was assured, and in testimony concerning
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whether a particular core gshowed commercial potash, that
| carallite could not be recovered, but Kerr McGee turns out
to be recovering it, so --

MR. PORTER: Mr. Blackman, I want to interrupt
you at this point. I think the Commission has probably
enough information to rule on the objection. We recognize
that commercial potash can be a flexible term, considering
the degree of economics involved, and so forth, so we're
going to recess the Hearing for a few moments while we
make a decision on the motion.

(Whereupon, a short recess was

had.)

MR, PORTER: The Hearing will come to order,
please. The Commission will sustain the objection, and
in order ito sa.c iime I want to make this statement: That

is the Commission will decide the case upon the sworn

testimony of the witnesses in thie Hsaring relative to the

4]

presence or absence of commercial potash in the area under
consideration. Now ,1f you desire to offer information

that has been developed by the USGS, then a proper founda-
tion will have to be laid by the witnesses who participated
in the preparation cf that information. I think we can

save time if we observe those ground rules and proceed
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with the Hearing.

MR, BLACKMAN: I1f tbe Commission please, I would
- make an exception to that ruling of the Commission.

MR, PORTER: Your exception will be noted in the
record, Mr. Blackman.

MR. BLACKMAN: At the appropriate time, if I am
not able to comply with the rules, I will make an offer

of proof.

BY MR, BLACKMAN:

Q Mr. Donegan, I hand you a document which has been
marked for identification as Exhibit No. 5. Mr. Donegan,
will you explain what chat Exhibit 5 is?

A Exhibit 5 is a base map prepared by U.S. Geologi~-
cal Survey io which we have added certain features and
show certain geclogical conditions that exist in the
Carlsbad potash district. The original USCS map has been
reduced to one-half scale for the purpose of convenience
of the Commission. We have a larger copy of the original
that we can put on the wall,

This map shows in red the mined-out areas in the
Carlsbad pwotash district. This includes the areas of

first mining and second mining both colored red, but the
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second-mined area, but the second-mined arca is to be
identified by the diagonal-ruled lines and dots assembled
from the USGS. The prcpo#ed Hodges area, or the Hodges
area proposed for extension in this Rule 111-A as amended
is coleored yellow on the map. The green line is the

west truncatiuvn of the ore zones in the Hodges area. This
line could be extended along the margin of the ore bodies
to the north; they are also truncated to the west. The
blue line to the south is the north border of an area
leaching and subsidence of the potash ore zones. This area
extends on into Texas and is apparently due to the presence
of permeable sand zones in the lower 8alado that permitted
an influx of ground water and tauseéd S0iluiiciis L0 open up
and subsequent collapse or subsidence of the ore zones

and leaching of the ore zones. This trend or fairway

of ore bodies through here is the high-grade deposits of
the Carlsbad district. These are the great producers of
Carlsbad and some of the greatest mines of the world; they
nade Carlsbad one of the great potash districts of the
world. The mines to the east are deeper and were
developed later. The significance of this trend is
related to this subsidence area that the trend is cut-oif
only by that subsiience area. Perhaps this trend ore body
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was continued on into Texas if it hadn't been for the
leaching in the subsidence area. The drilling that has
been done to date to the south on the Hodges area confirms
conditions similar to the area to the north in this trend
of great ore bodies. I will show you later on anothei
map and as you can see on this map there are areas indicatefi
by the symbols of equal signs are random equal signs

¢f no data and by crosses barren areas. You can

atea
see in the area of these ore bodies there are a number of
barren areas. For instance here, and insia= thbse mines
axe the mined-nut areas; there are numercus local barren
ureas or salt horses. The point of this is that any
individual hole drilled in cthere woulda't tell the story,
or six or eight holes. The regional picture is the only
way we can evaluate the Hodges area. We have some great
potash holes in the Hodges area and some locally weakly
mineralized holes. Those don't tell the picture except
in a general way. They show that we're in this treand of
major ore bodies and we likaly have similar ore bodies
to the south and we 1likly have local poor areas that would
be ideal drill sites.

This map alsc shows the USGS area of mineable

reserves. There are two symbols showing that; one is the
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diagonal l.ne which shows the measured mineable potash
xeserves in one or more zones. The broken-dashed line.
shows indicated mineable reserves. I think it is extremely
important to consider, and perhaps this is somewhat out of

order from what we've just said, but when you consider

that the mining companies in this area work in a confidential

manner; no one person kmows everything about this district;

very ifew know much mure than avsul onc mine, Rut on

{4

organization knows everything , that is the USGS. They
are the only ones that can actually see the whole picture
in there, and that's why a map of this kind is cxtremely
important, because we are able to see from information of
this kind data that wouldn't be available any other way to
the Commission. TIf we consider only the data in the area

that we're involved in then we're in a very small part of

I

the picture and we're 1ot going to get the true story.

I should point out that the Hodges leases in the
proposed areas for extension of Rule 111-A as amended is
pretty well defined by geological and other bou.daries to
where it is a discreet and definite thing. It's not just
a lot of land that somebody's trying to get withdrawn. We
have a west truncation and south subsidence. The east Rule

111~A area has been withdrawn -- or not witbdrawn -- but

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOKNSON STREET
SANTA FE, NEW MEXICO 8750)

TEL. (505} 932-0386

B T e - o R e R A

T A T T T T T




CASE 5276
DONEGAN-DIRECT Page. . . 23....

has been placed under Rule 111-A as the IMC and Permian
potash langbeinite area, and we're bounded on the north
by Rule 111-A.

Incidentally, the Hodges' leases and permits Coverjd
quite a large area when we first made our play there. What
you see now is kind of the guts of the potash that we de-
cided to maintain. We drilled several holes outside this
area, confirmed they weren't in this fairway of ore bodies,
and abandoned those potash permits. We narrowed our block
down to the area that we <onsidered, based on our drilling on
regional considerations, probably have potash under sub-
stantial part of the block. When I say substantial part
we haven’'t done enough drilling to say that there's potash
under every location. We have enough information to show
there is a number of potash ore bodies there, prowbavly a numw
er of potash ore bodies, and until we Jo niwore drilling
wve're not going to know the boundaries of those ore bodies.
But if we should use one or two barren holes, or several
barren holes to call some of this area not te be under
Rule 111-A, we may be withdrawing our ~- I shouldn't say
withdrawing ~- we may be ruling out areas very similar
to the salt-horses right in the middle of these cre hodies
te the north. Thai's why the entire area zhoulc be placed
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in Rule 111-A, and then give us the chance when someone
wants to drill, to discuss hole-by-hole basis.

I would like, Mr, Blackman, to further show this
idea here of the 12th ore zone.

(Whereupon, a discussion was held
off the recoxd.)
BY MR, BLACKMAN:

0 Mr. Donegan, I'll hand you a document marked
for identification as Exhibit 7, Hodges' Exhibit No. 7,
and ask you to identify that document.

A This is 2 study of the fifth ore zone by Charles
Young, one of the great potash experts in the USGS, and
the value or purpose of submitting this particular Exhibit
and a particular map out of this Exhibit is that it will
show the characteristics ot one ore zone in such detail
it involves about a thousand holes.

MR. KELLAHIN: 1If the Commission please, in view
of the Commission's ruling on our objection and its state-
ment as to what would be admitted, we object to this
Exhibit unless it is shown that the Witness participated
in the preparation of information contained im 1t.

MR, PORTER: Objection sustained.

MR, BLACKMAN: I think that you have made a ruling
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all right that material cannot be put in unless you can
show who prepared it.

MR, PORTER: 1 believe my ruling, Mr. Blackman,
was that the proper foundation would have to be laid by
someone who participated in the preparation. In view of
that --

MR, BLACKMAN: (Interrupting} ..s you well know,
in dealing with the United States Geological Survey, they
have been forbidden to testify. I’can call them up and
have them refuse to testiiy if you think you would like
that, but I cannot produce anybody from the United States
Geological Survey to identify anything. Now, Mr. Donegan
here is testifying as an expert geologist in the field
He has referred unquestionably and studied many, many, many
different sources of information and authorities on
geclogy and the like. This is a study that has been made
in that particular instance and I would offer this for
the limited purpose ot simply showing how, from a map
that this thing contains, what a potash deposit looks like,
as it is outlined on the map. I think that thes Commission
has placed an impossible barrier upon proceediang in this
monner wnen we are not peixmitted to utilize the best
information that is available., 1 féel that the Commission
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is denying itself at its peril the ugse of large amounts of
information available in the field. I realize you ruled
against me and I don't want to belab;r the point, but I
would offer this particular evidence simply to show that
in that limited purpose.

e - i e g
. RELIAHRIN: With the limitstion nlacad on the

- L R L -

"

Q Mr. Donegan, would you explain that map, bearing
in mind the limitations which I have placed upon you and
which the Commission has ruled.

A This is a map showing details of the fifth ore
zone from -- what were the limitations, Mr. Blackman?

Q Show what an ore zcne looks like, |

A Mr. Jones in this bulletin -~ and incidentally
this is a public bulletin, it costs a dollar from the
U.S. Geological Survey -- Mr. Jones used 350 cores, cores
frem 350 holes, and about 700 logs to prepare this map.
The map shows by color the changes in minerality of the
fifth ore zone. The area to the north, shown in blue, is
an area predominately carnallite in the fifth ore zone.

Q Mr. Donegan, let's lay a little different prelimia-

ary on that. Explnin what you mean by a f£ifth ore zone.
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HOv nany ore zones are there in the potash producing area?
I The Carvlsbad potash district has several kinds of
occurrence:s of potash minerals. Jones classifies them in
two mott gqrouns:  the massive ceposits and the dissuminated
deposits. In addition there are other mipor cccurrences
2ven as veins. ‘The disseminated deposits are not of
economic significance. They are of scientific interest
in understanding the massive deposits. The deposits that
we are concerned with here are massive deposits and those
massive deposits have been named by each company in their
own mine with separate names. The USGS has a standard of
their own which is convenient to use because it would apply
over the entire district. When you talk about the number
3 bed in one mine or Abel bed or Fox bed in another mine,
it gets kiné of confusing, so the reason that I was

talking about the fifth ore zone, that's one of the 12 ore

zones that is nanmed by the USGS by their standards. These ore

zones occur in the upper Salado formation in a zZone approxi-

mately equivilent to the old McNutt potash zone. Eleven of

the ore zones were in McNutt potash zone, and the 12th is high

up in the sectiown and 12 never amounces to very wmuch and is
@ ComueLCial oxrce zonc. The fith is 2 commercial ore zone;
it is minec in the MC mine. The wost significant
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thing that this map shows is that these ore bodies are not
simple blanket deposits. As Charles Jones has said, the

ore zones in ore bodies of the Carlsbad potash district

are labyrinthi¢ complexes. And you can imagine when we're
dealing with eleven ore zoues and maybe four or five of

them are significant and will be significant production

in the pasi and in the future, what a complex of ore bodies
we would have in any given drill site if we superimposed
five or ten of these kind of patterns. In other words, a
drill hole here in one zone could miss all of the zones, and
there seems to be some relationship to some of these islands.
If you can imagine this has been precipitatea in a late

Permiam Sea over an irregular surface that has brief mounds

of concerted areas, then this irregular surface would have
local highs and that has some control over the thickness

of the ore zones and the location or absence of potash.

Also, it's important in this area to remember we have some-

thing else to make it very complicated. I don't want to

|belabor the geology here, but I think it will bhelp to

rcblerﬂs tn the SO‘.!th. Origi na'!]y pnrassium

Fmrmm Ay Aanmathay mnrmnhahly evluite anmnd Fravrnallire
foro o ocr a2 gy vite ancd cavynal 1aLeé

B R G - =

was precipitated as the first development of these ore
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bodies. Then later a very complex metamorphism took place,
Solutions moved vertically and horizontally and that's what
changed these ores from the original sylvite and carnallite,
That's why, as 1 started to say, we have this uausual
situation the colors are showing. We could ignore this

map as a USGS map and just say that -~ wcll we can't do that
== but this might be typical of any ore zcne, it's just

a selected ore zone that they had a lot of data on.

Anyway, the blue area is principally carnallite, the purple

area is principally syivite . This color here, the reddish

3 orange, is principally langbeinite, and various areas we

have a different combination of minerals btetween the two.

For instance, in some areas we have mixed stvlvite and lang-

beinite., We have similar conditions in our area to the
‘south. Now, the fifth ore zone does not completely apply to
our area except as an example of the characteriétics cf just
nne ore zone. The ore zones that we're dealing with to the
south, there are several of them, and we only have minor

' mineralization in the fifth, so what we're trying to imply,

anvthing about our area, about the fifth ore zone specifically,

.,.,,__,“_,

but just give an example of one ore horizoa,

-~

Q Mr. Donegan, would you give us your opirion con-

i cerning the possibilities and probabilities of cowmercial
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Page
depogits of langbeinite or» in this area down here which is
colored yellow?

A This area or this map?

Q Yes, the area tha; is colored yellow is the same
on Exhibits S and also on Exhibit 1 and I believe 2.

MR, KELLAKIN: If the Comnission please, we obiect
to the question as no foundation has been laid for it. The
only testimony so far in regard to presence of any kind of
pbtash ore is Exhibit No. 5 which obviously shows the area
involved does not contain ore in its entirety.

I think Mr. Blackman's question is proper if he lays a
foundation for it and shows that this Witness has actually
made a study of the area colored in yellow for the purpose
of determining the presence i oie.

MR, BLACKMAN: 1 beg your pardon, I think he did
that to start with, Mr. Kellahiin. 1'11 a2k him again.

I'm sure he testifieé to it previously, but I'll ask him
again,
BY MR, BLACKMAN:

Q Mc Decnegan, have you amade a study ¢f the ore
zones, all of the ore zones in the yellow area on Exhibit
5, and particularly in the fourth ore zone? Can you
kindly testify as to what you believe the possibilities are
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wiih respect to the existence of commercial ore bodies
within that area iﬁ the fourth ore zone and then continue
your testimony with respect to the other ore zones
insofar as you can.

A I have examined --

MR, KELLAHIN: (Interrupting) If the Commission
please, Mr. Blackman misses the pcint of my objection.
1f this Witness has made a study, he should first produce
the results of this study, show how it was made, and the
basis of the information on which he bases this. Certainly
he's an expert and he can make conclusions, but we have a
right to know what he basis those conclusions on. 1If Mr.
Blackman is prepared to present this testimony later, it
should come before this question,

MR, BLACKMAN: I will ask that the Commission rule
on that guestion because 1 think Mr. Donegau, having made
a study of it, is entitled at this point to state the re-
sults of his study, and he has the background area oi the
study, which I will present at a later date if the
Commission so desires.

MR. PORTER: Mr. Blackman, the Commission feels
that he should give us the results of his study and then

draw his conclusions from that study after you put that in
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the record.

Now, at this point we will recess the Hearing
until 1:00 P.M.

(Whereupon ﬁhe noon recess was

held.)

MR. PORTER: The Hearing will come to order, glease
The Commission will recognize Mr. Blackman who will continue
examination of his Witness.
BY MR. BLACKMAN:

Q Mr. Donegan, you testified that you have made a
study of the potash and lLagbeinite possibilities and
nrohabhilities in the area designated in yellow on several
of these Bxhibits. I would like you to reter specifically
to Hodges' Exhibit No. 1, where you will note many drill
holes are identified and testifying for a while from that
Exhibit. which will make locations of the holes easy,
would you kindly tell us what your investigation indicated
with respect to hole A-10? What was the log in each of
the ore zones which shows any mineralization?

A Mr. Blackman, A-10, encountered in the fourth
orc zone, 5.2 feet of 9.1 percent langbeinite, 4.8 percent
syl vite, and these are, of course, equivalent K20

MR, PORTER: What was the first figure you gave?
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MR, DONEGAN: 5.2 feet of 9.1 percent K20 as
langbeinite.
MR, PORTER: Thank you.

MR,

é

I think I can shorten these since
there is sc many of them; if you like I won't say X20 each
time, just the mineral, if that's agreed.

MR, PORTER: Yes.

MR, BLACKMAN: May I interrupt just one minute.
I would like the record to show here, that in response to
a request, copies of all of these logs have been furnished
to Mr. Kellahin -~ or rather to Mr. Warnock on behalf of
Mr. Kellahin ~-- unless we testify to the contrary.

MR. PORTER: 1 see.

MR, BLACKMAN: We gave him all we had; we didn't
include everything but we don't have everything.
RY MR. RTACKMAN:

0 Were there any other mineralizations in that?

Any other ore zones?

A Yes, sir. Once we get these folded out here it
won't take so long. The sawe Lules have quite a bit of
mineralization in other ore zones. In the fourth ore
zone -- I've given that -- in the first ore zonc, Hole

A-10 had 5.3 feet of 10.1 langbeinite,
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Q Repeat that please, 5.3 feet?

A 0f 10.1 percent 1nngbe1nite,v2.1 percent sylvite.
In the 10th ore zome in Hole A-10 we cored 4.1 feet of
8.5 percent sylvite and 3.0 percent langbeinite.

Q That's in the 4th zonme, the 1lst zone and the 10zh

zone?
A Right,
Q Is there any other mineralization in there?
A There was slight mineralization in other zomes,

the 2nd and 3rd ore Zzonmes,
Q All right. Move over now to page 4 which is
along the lower boundary, I believe, of Section 2.

A Yes. H-4 encountered 5.9 feet of 8.6 percent

largpeinite.
Q Which ore zone are you in?
A Pardon me, 4th ore zomne, |
Q 4th ore zone. Repeat the figures pleage.

A 5.5 feet nf 8.6 percent langbeinite.
MR, PORTER: 1 believe your first figure was 5.9

MR. DONEGAN: 1'm sorry, it is 5.9 feet.

famve L

MR, PORTER: Thank you.

BY MR, BLACKMAN:

[

A (Continuing) 3.6 percent langbeinite and 8.0
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percent sylvite. In the lst ore zone, in Hole H-4, we
cored 10.4 feet of 12.0 percent sylvite and 4.4 feet lang-
beinite.

Q And what percentage of langbeinite?
4.4 percent lamgbeinite.
4.4 percent langbeinite?
Yes.

That would be 10.4 feet of 4.4 percent langbeinite

L P - R B -

Yes, sir. Now, the feet, these are K20 values;
not percent of langbeinite but percent K20 equivalent.

Q Any other zones?

A Yes, sir. In the 10th ore zcne in Hole H-4 we
cored 6.6 feet of 20.1 pexcent sylvite and 2,3 percent
langbeinita, The 2nd and 3rd ore zones were slightly
mineralized in Hole H-4.

Q Second and third slight. Now nearby, a half a
mile to the west, H-2.

A H-2 in the 4th ore zone had 5.5 feet of 9.3 percen
langbeinite X20.

0 Repeat those please?

A 5.5 feet of 9.3 percent K20 langpeinite. In the
1st ore zone in Hole H-2 we encountered 6,7 feet or 3.2

percent sylvite and 6.7 percent langbeinite. It is
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unfortunate that we
holes next to land that we don't have leased.
| Q Any other mineralizations in any other zones?

A Yes, sir. In the 2rd ore zome in H-2 wé have
3.5 feet of 6.9 percent sylvite, 3.5 percent langbeinite
and 1.6 percent leonite; 3rd ore zone sglightly mineral-
ized; 10th ore zome 6.8 feer, 1I.2 percent sylvite, 3.7
percent langbeinite and 0.8 percent leonite all K20,
of course.

Q Now, there are several holes around there numbered
PCA 1 through 5, %Would you explain the situation with
respect to those holes?

A PUA 1s drilling in this area at the present
time. They're on Hole 5 and may be on Hole 7, which is
not shown on the map. We do not yet have the analysis of
the PCA noles. The PCA people have seen the cores and
tnink they look goeod, but until we actually have the
chemical analysis we can't give yonu the exact figures. I
might say that we do know one thing has been proven in
there; that we have apparently continuity of the ore body
with some minor exceptions.

Q Now, with respect to the next hole to the south-
east, H-3?
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A H=3 in the 4th ore =zone at 4.5 feet of 10.3
percent langbeinite. In the lat ore zone, Hole 3 at 6.4
feet sylvite -- excuse me -~ 6.4 feet of 8 percent sylvite.
MR. PORTEM: Which zone is that?
MR, DONEGAN: First ore zone.
MR, PORTER: Thank you.

BY MR, BLACKMAN:

A (Continuing; 2.8 feet of langbeinite and 1.1 foot
of 6.4 percent glaserite. The significance of glaserite
in this area -- this is my opinion, the reason we have the
glaserite figures here -- glaserite is a potassium sodium
sulfate not being mined to my knowledge anywhere, but I
understand that some companies have tried (o make it axti-
ficial, and we've discovered glaserite in some of our holes,
especially tco the south, and we have a very exciting pos-
sibility in the central part of our block there, that we
might develop a glaserite ore body, a product that we could
mine that apparently would make a valuable fertilizer. This
is all something that would have to be determined when we

MR, NUTTER: Mzr. Donegan, you did not give the
percentage of that laagbeinite at 2.8 feet,
MR. DONEGAN: 1t was 6.4 feet of 2.8 percent
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MR, RUTTER:" Thank you. And what was the percen-
tage of the glaserice?

MR, DOREGAN: Well, what I have here is -- I don't
have an average for the entire zone. I might have confuszed
you there. Out of that interval there is a zone of glaseri#e
and it's 1.1 foot thick of 6.4 percent K20 glﬁ:erite.
BY MR, BLACKMAN:

Q Any other mineralization in H-37

A Yes, sir. In the 2nd ore zone we have a thin
zone; 2.4 feat 6.7 percent sylvite, 3.9 percent 1angbeiniteﬁ
and 0.8 percent leonite; 3rd ore zone only slightly miner-
alized; 10th ore zone of H-3, 11.2 feet of 9.0 sylvite and
3.5 langbeinite. Now I have a couple of other breakdowns
on that ore zone because we had some high-grade streaks;
first 1 gave you the average of the entire 11.2 feet.
We have in that interval 5.4 feet of 8,9 parcent langbeinitd
and we have in another i .erval in that ore zome of 11.2
feet 3.2 feet of 16.9 sylvite. That is the only minerali-
zation of significance in that Hole 3.

Q Now, moving to the east --

MR. KELLAHIN: If the Commission please, in the
interests of time it would seem to me that all of the
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figures that have been reaa, as far as we're concerned

we can vead them, I'm sure we can sift through them. If
the Applicant here wishes to submit an exhibit showing these
figures 1 see no r2ason to take these one by one and go over
the whole area. Their duty is to show commercial ore de-
posits. We've got no interpretation on the basis of

tiese figures yet, I'm sure we will come to it, I don't
see the necessity to read all those figures into the
record if we have some Exhibit that shows us. We've got
58 core holes and we've got a iong way to go.

MR, PORTER: Do you have an Exhibit prepared that
would show those thicknesses and percentages.

MR, DONEGAN: No, sir. I have my work maps --
coﬁing by bus -~ I guess we were too optimistic. We never
dreamed that 2 were going to have to reveal every hole
that we were talking about a hole to-bole bagis. Now I
have one work sheet drafted of everything 1 am giving
you, with the exception nf about 10 holes. If this thing
goes into tomovrow I will certainly have all of this in
the morning. I have oxdered 6 copies oi these maps. 1
also have here a stack of 58 logs that have all of this
data -- it's more than 58 -- and all of that data is
right here; we can cffer that, which is the same thing
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that Mr. Kellahin has.
(Whereupon, a discussion was held

off the record.)

MR, TRUJILLO: Mr. Donegan, can the information
be put on these maps that you will give by tomorrow?

MR, DOMEGAN: It is already on the map.

MR, TlUJIiLDz It is just 2z matter of .aving them
ready not sooner than tomorrow, is that it?

MR, DONEGAN: My daughter put them on a bus to
go to Albuguerque to get a blueprint and ship them back.
Now, whenever the bus gets here, at the latest tonight I
would think.

MR. PORTER: Would that be satisfactory?

MR, KELLAHIN: If the Commigsion please, mine was
not an objection, they have a perfect right to put this in,
but it seems to me that it would be rather burdensome to
g0 in this fasnion thxough all these core holes and still
have nothing which shows where the projections of this
information --

MR, TRUJILLO: (Interrxupting) Mr. Kellahin, are

you willing to stipulate that if they provide us with maps |

with the required information shown on these maps, would

you stipulate to that?
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MR, KELLAHIN: Subject to our checking them
against the information which we have, yes.

MR, BLACKMAN: I'm not sure --

MR, KELLAHIN: Subject to checking them against
the information which you have furnished us, to be sure
they are correct.

MR, BLACFMAN: You mean the exhibits that we are
going to furmish will be essentially correct or will
reveal the core hole information as it is as we know it?

Mr, KELLAHIN: That is correct.

MR, BLACKMAN: Well I think I have to proceed
around the perimeter of this area anyway to show you
what's in there. Otherwise you will object again and Mr.
Donegan has not told you what studies he has made. I'm
reading into the record what studies he has made, what he
has examined, and what is revealed by it. I asked him in
the first instance what his conclusion was and you objected
to that and the Commission ruled that I had to show what
studies he has made. I can't show that by one exhibit until

= Sem wmIAAA
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today, unless you are also willing to go ahead and say
that I can ask him what his opinion with respect to the

trends, the existence of potash, particularly langbeinite
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within this area and let him testify with respect to that.
I1'm willing to go ahead on that but I don't see how I can
go ahead both ways.

MR, PORTER: When you come to a fork in the road
you cnn‘t go down both roads.

MR. KELLAHIN: If the Commission please, this
Commission has heard many, many potash cases, and never in
the history of this Qrder has a case becu presented in
such a fashion as this, with core hole, core hole, core
hole. In every instance they've had an exhibit with ihe
core hcles on it, the information on the exhibit, their
interpretation and prejectiom of that information to ghow
where the ore body lies, and that is iie basis of their
presentation. Now, to say he can go ahead now and ask
him to say whether this 1s productive commercial quantities
or not leaves us in the dark. I have nothing to cross
examine him on until the exhibit is produced. There is
still nothing, and if he goes down through here and gives
us the information on every single solitary core, we still
don't know he's done. All he has done is determine that at
that one point this situation existed. We don't know what
he did with it. I'm at a loss to krow how we can possibly

proceed at this point.
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MR, BLACKMAN: Well, I don't see what other way
we can proceed; you want to know how he did it; when I
get the information in the record I'll ask him how he did
it.

MR, KELLAHIN: 1've made my objection. If the
Commission wants to let him proceed in this fashiun, that
is fine.

(Whereupon, a discussion was held

off the record.)

MR, PORTER: Mr. Blackman, is it your intention to
discuss each one of these core holes separately anyway,
regardless of whether you have them tabulated or with
these results on tnem?

MR, BLACKMAN: 1 would discuss them by groups, but
I might suggest something like this. I have no desire to
take the Commission's time up by going into ail this detail
which obviously will take a lcng, long, long time to put
in there and give all the details of all the projections.
My feeling about this particular case is that it is quite
different from the cases that have come along before. We
have here a substantial area which has high probabilities
of potash wineralization. As to whether needs -- we really
do not have very much information about it at the present
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time, Thie ies the reason why we are drilling rhese holes
PCA 1 through 6 up there. We're trying to get that infor-
mation and this is a method of tryimg to establish the
size of the ore body, to see if it's sufficient. This
means that we will be looking around in difierent places
within here based on rather sketchy information., It is
not easy to say whether there is, u;t easy to establish
positively that you can say that as of here we have an
ore body that goes from here to here because the infcrmation
that we have is not sufficiently detailed to do very much
of that. We can do it up there at the north where PCA
is but the only thing that I can suggest is that we
might proceed in this fashion it the Commission would pre-
fer the information put in the form of a map with projec-
tion lines on it indicating where the ore bodies are
projected to be. We could prepare such an exhibit, the
trouble is that it would take a little more time than
just drawing a few lines because of the fact of these
multiple ore zomes.

MR, PORTER: You say you are now in the process
of drilling additional core holes in the area?

MR, BLACKMAN: Yes. As Mr. Donegan said, we've

drilled 5, we've completed 5 holes, PCA 6 is located on
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hgre. 1I'm nat sure at this moment whether PCA 6 has been
completed and PCA 7 is started or not. The process of
analysis of the cores in these instances is quite difficult.
It is very easy to run an ore in, take a particular section
of potash and hand it over‘to the laboratory and run the
K20 on it to find out how much potash is actually present.
But to try to find out what the makeup of that potash is
requires a large amount of detailed engineering and ana-
lytical work, ending up with a material balance, and our
chemists won't release the work until they got their
mwaterial all in balance and they are willing to say
positively that this has so many feet of this percentage
of sylvite and so many feet of this percentage of langbeini
and so many feet of something else, so we don't have that
information., All we can say is that it looks good, but
that's all at thisz point. HNow ithai's only -- that only
applies to that area up there. With Mr. Kellahin's
permission, what we have dome that Mr. Donegan has testified
to is we entered into a contract and we are obligated to
keep on drilling until we either do something with it or
give it up. If we decide to do something om it we'll
end up in a joint venture with them as to wnat it is. We

have spotiy areas around here and we could draw such a map
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and I can gat gsomething like that ready so you might
suggest one thing, that within the areas with which we

are proceeding or in this area we might prepare such a map
for the Commission. We can't do it by tomorrow; w= would
have to say that we would get it as soon a8 we could in
some continuing basgis, but otherwise ---

" MR, TRUJILLO: (Interrupting) Mr. Blackman,
wotld you have the information for all the holes you have
listed on your Exhibit 1?

MR, BLACKMAN: Do we have information for all
these holes? Let me ask Mr. Donegan that, a few we do
not have, for instance, D~32 in there that I was going,

and D-4 ¥ helieve which I ua

MR, TRUJILLO: (Interrupting) 1If you do have the

data for this, is it possible te provide the Commission
withh a4 wap indicating ali that data on the map with the
holes that are presently shown here, by say tomorrow?

MR. BLACKMAN: 1Is that what you have,Ben?

MR, DONEGAN: No, sir. 1T would like to point

out that this is what Mr, Kellahin wouldn't let us --

stopped us from talking about earlier. We don't have

the cdgesof these ore bodies, We have a lot of infoxmation

to show that theye is probably a number of ore bodies in
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there and we have some beautiful holes scattered out by
themselves and there's no holes near them. We have some
blank holes. Jur contention of what we were trying to
show earlier is that a substaantial part of this land pro-
bably had potash ore in it and some parts of it doesn't
have potash ore. The map you are talking about, Mr, Black-
man, I would be hard pressed to see where the edge of any
of these ore bodies are. We haven't done enough drilling
to any more than generalize. We can show what may be a
square mile here that is all ore, or an area down here
that looks real good, but we're too early in the development
of this thing to say any part of it doesn't have ore other
than in the two-inch diameter cf say a barren hole.

MR. KELLAHIN: If the Commision please. Based
on what the Counsel and the Witness have both stated,
it would appear that this Appilicaticn is whclily promature.
They 2dmit they don't have avidence available to them to
support their burden under the statvte which would be to
show thce commercial deposits of potash in this area,
We're not talking about indicated potash or some other

terminology, we're talking about commercial deposits of

potash, and if they aren't prepared to go forward with
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that taen the case should be dismissed.

MR, BLACKMAN: We're prepared to go forward on
a hole-by-hole basis, Mr. Kellahin, but you don't want to
do it that way. We can show you rhere we are and show you
what the possibilities are because I strongly feel that
this is an ideal example of a situation in which we have
possibilities of very valuable potash measures in this
very area here., This area and the ome immediately to the
east, which is known as Permian potash area, are the last
known langbeinite possibility deposits in the Western
Hemisphere. There aren't any anyplace else that are
known. The Commission needs the individual lnforxztiecn
we are talking about. It needs exactly tnai infoimation
that we're talking about to make decisions on whather a
particular well should be drilled or should not be
drilled, whether a particular oil wcll should be drilled
or should not be drilled. I don't know a way to put the
evidence before the Commission as to what it is except to
go through and do it and give it to you hole by hole. Mr.
Donegan says it is a difficult thing to tell how far you
should go. 1If you have a hole out in the middle -- a mile
around you in all directions -- it's a good hole, how much
potaslh do you have? Goodness knows, nobody knows because

T ot oestsirion norames -
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you only know when you come up with & core hole that you
found let's sa, 3 inches of potash at a depth of 650 feet
and it was 10 feet thick., If you go ten feet awgy from that
you do not know anything; you haven't provem it. !ow, when
you come to try to prove that it is a verv difficult thing.
It seems to me that when we're only asking for notice in

a case of this kind of intention to drill so the Commigsion
can detide in a particular instance that the character of
the proof that Mr. Kellahin is requesting that we have is
asking too much. We're thinking that we're not only talking
about the Hodges Trust here and PCA, we're talking about

the State of New Mexico. We're talking about a very valu-

hle niece of property here. This is of extreme value to
the Commission. I can cite a case back years ago that Mr.
Porter would remember in which we lost the case before tue
Commisgion and many wcllz were drillad in an area out in
Lea County. That land was eventually given up by PCA and
1'11 be switched if the potash that has been permanently
lost in thexe isn't worth $100,000,000 right now.

MR. KELLAHIN: 1If the Commission please, if Mr.
Blackman wishes to testify, let nim get on tnie witaess
stand and be sworn. We don't know anything about any
case they iost. What we are talking about is what
THE NYE REPORTING SERVICE
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requirements of the New Maxico statutes are in this Case.
At best, if the Commission doesn't see fit to dismiss the
éaue, I think it ought to be continued and give PCA a
chance to prepare an adequate case. They're certainly not
prepared to go forward with the Case today, obviously, and
I think both the Counsel and the Witnesa have adaitted
that they camn't say what is commercial dnpo.lgu in this
area since they're talking about ‘

MR. PORTER: Mr. Blackman, you say you have active
coring going on in that area right now?

MR, BLACKMAN: Yes, sir.

MR, PORTER: What time dc you think it would take
you to c~mplete that coring.

MR. BLACKMAN: To complete this coring in this
area?

‘MK. FORTER: In the axea that you are asking for.

MR, BLACKMAN: It will take a long time, Mr.
Porter. We have been at it now -- a core hole down there
is about 650 feet. It tahkes somewhere between three days
and four weeks to drill a hole, depending on how much
trouble they get into, We are obligated to drill a minimum
of 15 core holes and as many more as we feel is necessary
to determine the existence of ore bodies., Now there isn't

AL ALIORTING SR
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any way to tell that because each ccre hcle gives you a
little more information.

MR, PORTER: How many rigs do you have?

MR, BLACKMAN: We only have one. We could only
get one. There ii a repregsentative of Norandex here, they
are drilling; there is not a representative of Day Mines
here, they're trying to find a rig. Pennsylvania Drilling
Compary has been operating in tha* area for a long time;
they haven't been able to get crews. I would say that we
hope to be finished with this within possibly a year
from now, maybe a year and a half, to get the holes drilled
and to get the evaluation made,

¥R, PORTER: Would vou like to continue the Case
for a year and a haif?

MR. BLACKMAN: No, sir, I would not. I would be
willing to prepare such an Exhibit as the Commission indi-
catous it wants. We will do our best to put the information
that is necessary on such an Exhibit and submit it to the
Commission to see what you feel, to see what you think
about it. At that point I would -- I also feel very strongiy
that this is a situation in which the Commission should
take a different view. I'm asking the Commission to change

its rule, the basis on which it has been operating.
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MR. PORTER: Well we've already ruled on that.

MR. BLACKMAN: Yes you have, you have already
ruled that you're not going to do that today. I think
you haven't ruled that twe weeks in advarce.

MR, DONEGAN: Mx. Porter, while you're considering

that decision, I wonder if I could make a statement on -

would like you to be aware of in consideration of that
decision. We have the current situation, Skelly drilled
a No.l 49er ridge well, we understand they are planning
a No. 2 well in this area. The No. 1 well, and we have
evidence that we have already seen that they ercountered
valuablie poiash in their hole. It was not in Rule 111 [
although it was near an old hole that did have potash.

We didn't receive notice or have right of hearing. There
is other drilling going on, we're being crowded by dcilliing.
UL course that'z the primary reason we cane in; we're
trying to show with evidence we have nmow that if we don't
take action right now we're going to lose a lot of potash
in there. This idea of waiting until there is more drillitﬁ,
this drilling in the contract with PCA provides ior con-

tinuous drilling. Tkey may have to drill 5 years or 3

years. There is no point that we can wait to finish their
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drilling. Meanwhile, all the other oil and gas well
activities are going on. The potash situation is changing
from day to day. 1It's just been a matter of the last few
waeks the economics have completely cﬁ;nggdrand I don't
see how we can wait for another map or another --

MR, KELLAHIN: 1f the Commission please, I want
to correct just one stateme~t made. He said he had no
notice of this Skelly well, Well, if he had no notice it
is because he didn't pay any attention to the official
notification by this Commission. That well was within a
unit and was approved after a hearing; the well location
was approved after a hearing and certainly they had ade-
quate notice, the same notice of any other operator gets
in the o0il business. If they didn't see it, well that's
unfortunate, but just to say that we got to put this im an
area now so we can gei notice when the statute says the
purpose of it is to protect commercial deposits of potash.

MR. DONEGAN: When I said'notice,'I said notice
and right of hearing. We knew abcut the well; we came to
- we didn't have right under anything except
theough the courts to protest the well, We didn't have
the right of Rule 111-A to ask for opportunity to discuss

the potash in the holes iu that area.
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MR, KELLAHIN: You did have notice?

CoowigEteg ey L w v p

MR, DONEGAN: Well we had the notice that there
was going to be a hearing about a unit.
MR, BLACKMAN: 1 think that sort of illustrates

the point in here. If the Commission is disposed to con-

N R

tinuc the case, I would like to think about it just a little
bit, but I would like to request two things: I have one

witness here to testify to some particular problem who

1
E
'ii

would not be able to coue back probably at any other time,
F and I would like to put that little bit of evidence in.

Another one is that we would like to put in the evidence

T N R 7oy I

: ‘bﬁ particularly about this area around the Skelly hole and
about some of these other areas where we show good potash

holes and we'll just leave out all of the bum ones and

say here is where we indicate the potash is and where the f
ore zone is and then see what informatlon we cainn get with
respect to projections and tnings of this kind, I say
to you now when you start to try to determine what consti-
tutes something that is commercial you have a real job on
your hands and it is 5 very difficult thing tc do,

I would like to cooperate with the Commission by
having a cortinuance in preparing such an exhibit because

I probably would illustrate the matter and it would
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certainly tighten up the argument quite a bit.

MR. PORTER: 1Is it your planm to try to correlnte
these varioua core holes? You're not yet talking about
the evidence that you are planniny right in the core holes,
how one relates to the cther. and so forth?

MR. BLACRMAN: We would give what evidence we can
as to what one relateg to the other. 1 just had an offer
from one of my colleagues from another company down there
that they would be glad to take a look at this thing this
evening and see what we can put down on the map witk
respect to making correlations which might be helpful
to the Commission if we simply recess the hearing until
tomorrow. Mr. Doncgan has indicated that he didn't think
he would be able tc do that hy himself; perhaps two ox
three of us could do it.

MR, PORTER: The Comm:ssion is considering
continuing this case for a couple of weeks until about
July 31st, which would be two weeks from today, to allow
time for scmc exhibits to be prepared. I feel that in so
doing we could probably shorten this proceeding. Now,
what do the interested parties, how do you (ecl gbout tae
date of the 31st?

MR, KELLAHIN: That date would be satisfactory
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with us.

MR, BLACKMAN: It sounds all right to me. What
day of the week is that?

MR. PORTER: 1It's on Wednesday.

MR, BLACKMAN: That will be fine.

MR. PORTER: All right, July 31st would be on
Wednesday, two weeks from today.

So, the Commission will continue the case until
that time. It should give ample time to prepare fhe
exhibits and come forward with testimony.

MR. BLACKMAN: Very good.

(Whereupon a discussion was heid
off the record.)

MR. BLACKMAN: I would explain to the Commission

T

he reacon for putting this, notwithstanding the exhibit

«

2¢ intend to prepare, we've had difficulty in gettiag

4

the information on twu hole tr . Elers' old Duval holes

w
-’

’
that they've drilied, »nd we were able to get the informa-
tion on them and I jret wanted to put those --

MR. PORTER: (Interrupting) He has that informa-
tion and you weuld like to get that in the record while
he is here.

MR. BLACKMAN: Yes, some information with respect

to the price of potash.

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505) 982-0356




ELERS-DIRECT CASE 5276

Page.
MR, PORTER: Let the record show that the Casel
is being reopened for the purpose of questioning one
Witness.
(Witness sworn.)
KARL E, ELERS
called as a witness, having been first duly sworn, was
examined and testified as follows:
DIRECT EXAMINATION
BY MR, BLACKMAN:

Q Mr. Elers, will you state your name?

A Karl E. Elers.

Q Your positiom, please.

A Resident Manager, osuval {orporation; Carlsbad
Properties,.

Q Ir that position do you have official custody of
the records and material of that sort concerning drill
holes drilled by Duval Corporation in the past?

A That is correct.

Q Based on that information, can you testify as to
the loz information, core information on the drill hole
D-4 which is in the -- I can tell you in a minute if I
can figure it out -- in Section 238, the southwest corner,
23 South, 30 East?
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A I can,

Q Would you so testify as to what that core infor-
mation shows according to your records?

A Our regords on Duval's No. 4 core test show a
total of 5 feet 1l inches of 11.1 percent K20 sylvite. %

Q 11 point what?

A 11.1 percent K20 as sylvite.

Q Are there any other mineralizations in that hole?
A We show very minor langbeinite mineralization which F
at that time was not analyzed. ?
Q Can you give the same testimony with respect to
; o hole No. D-32 which is in the Northeast quarter of Section
v 14, Township 23 South, Range 30 East -~ Range 29 East.
A Yes, I can.

Q Will you testify please?

A D-32, which was drilled in 1948, was not agsayed.
An estimate was made ci the core that was recovered, the
estimate being 4 feet 4 inches of 5 percemt K20 as

langbeinite, 3 percent K20 as sylvite.

0 You said that is not based on analysis?
A That is correct.
Q It is based on an estimate?
T A It is based on a visual estimste by the geologist
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on the hole.
Q Now, Mr. Elers, would you kindly testify wha* is

the current price per ton of ore of the product known as

Kaymag sold by your Company, which is sulfate of potash

magnesia.
A Kaymag's current price for the standard grade

material is $26 per ton. For the granular material it is

$29 per tom,
Q Now this is the commercial product made from the
ore beinite, is that correct?

A That's right.

Q Can you tell us what the price was a year and
a half, two years ago?

A Approximatelf $18 per ton.

Q Is that for standara or granular?

o
I3

A Well, that would be an average. I believe i
16 for standard and 19 for granular.
MR. BLACKMAN: That's all Mxr. Elers.
CROSS EXAMINATION

BY MR, KELLAHIN:

Q Mr, Elers, on your core D-4, what is your

estimate based on? How did you arrive at those tfigures?

A D-4, Mr, Kellahin, it was based on analytical
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assays from chloraplatinate analysis.
Q From what?
A It is a type of potash analysis that is conducted

¢n core tests.

o

Did you utiiize a log on the analysis?
Yes.

Would you make that log available to us?
The log could be made available, yes, sir.
We would like to havc a copy.

I don't have it in Santa Fe with me.
We're recessing for two weeks.

I will make it.

o OO > o >G>

The Commission will appreciate it, Now, on your

D-32 vou say that is based on estimates.

A That is coxrect.
Q Who made the estimate?
A Mr. Kellahin, I found no names ca the log. 1 can

only give you the name of the two individuals who did all

of Duval's logging at that time.

Q I wiit ask you this, are they present here?
A No, sir.
Q Is the estimate the visual estimate that you were

talking about?
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= A That's correct.
Q How reliable is that?
A I would say the reliability is generally within
10 percent on a visual estimate by an experienced geologist.
Q Do ycu have any records to supgort this 10 perxcent
accuraéy?
A I think we could furnish them, yes, sir.
Q Where you have a visual estimate and' then an
analyais?
A Correct.
Q Now, on your price, is that a spot price?
A No, sir, that's published list price.
Q From what is it taken?
A From our published list price to our customers.
Q That i=® a spot price,is it not?
A Well, it's our price in effect for the product
fob plant for the period I believe July lst through Febru-
ary 28th.
Q Do you have any long-iterm contracts at those pricesﬂ
, A This I could not tell you, M:. Kellahin.
Q Do you know what your long-term contract price is?
A At the present time?
. — Q That's right.
|
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A I don't believe we have any in Kaymag.

Q Do you know what 1973 long-term contract price

Q You don't make any long-term contracts?

A Our Company may make them but fhey are made out-
side af my realm of activity.

Q Now, that brings us back to the question, you
say this is Kerr Mac products?

A No, sir, this is Duval products.

Q You know what your posted price is but you don't
know what your contract price is, is this what you are
saying?

A Well, we're kind -- our list price is the
going rate of the material we're selling. Whether we're
contracting over long periods of time, I'm mot qualified
to answer that.

q If is the price, if I drove up in a truck
you would sell it to me wouldn't you?

A Correct.

Q But if I wanted to buy in volume over a period of

years | would negotiate with a different party?

A Whether or not we're doing long-term contract work
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in Houston at this time I coulédn't say.
Q You don't know?
A No.
Q You don't know what price it is?
A No.
MR, KELILAHIN: Thank you.
REDIRECT EXAMINATION
BY MR, BLACKMAN:

Q Mr. Elers, does this price that you testified to,
was that a new increase price as of January lst, 19747

A No, sir. The $26, $29 price I believe was effec-
tive July lst, 1974,

Q July 1lst, 1274, intendad to say

A Yes.

MR, PORTER: Any furthetr guesticns?

MR, BLACKMAN: 1 would like to make one statement
not directed to mr. Elers, it is very short.

Earlier in the Hearing, Mr. Porter, you asked me
if it wure my position that the R-111-A boundary should be '
made coextensive with the Secretary's area boundaries and
I said 1 thought that was the proper position. I did not
want to leave the impression that I was advocating that
at this hearing because it is not in the notice.

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JCHHSON STREET
SANTA FE, NEW MEXICO 8750
TEL. 1505) 982-0286




CASE 5276
Page. ... 95 .. ..

g

[ ) : STATE OF NEW MEXICO )
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- MR. PORTER: 1 realize that Mr. Blackman. The

reason for my question was that you felt that that would
-- then the whole area would make Section 7 more or less

moot .

MR. BLACKMAN: I don't know whether it would make

it moot or not but I do think it would answer the question
of due process of law.
MR, PORTER: In that event --
MR, BLACKMAN: (Interrupting) I didn't want to
say I was advocating that, that's all, I'm not trying to --
MR. PORTER: (Interrupting) Well, in that event
MR, BLACKMAN: (Interrupting) I'm not trying
to do that to the extent that I may have inferred that 1
was trying to do that 1 wish to state the contrary.
MR, PORTER: No, I realize you were not trying
to do it, but inasmuch that you thought that the Section 7
should be corrected, and I thought you might have the idea
that that was the way to corxect it.
MR. BLACKMAN: My idea was to get the Secretary
of the Interior L0 Coryect it.
MR, PORTER: The Case will be continued until
9:00 A.M. on July 3lst,
(Whereupon, the Hearing was adjourned at 2:05 p.m.)
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STATE GEOLOGIST

A.L. PORTER. IR.
September 3, 1974 SECRETARY - DIRECTOR

CASE NO. 5276
Mxr. R, H. Blackman ORDER NO. R-1lll-I
Potash Company of America
Poat Office Box 31 Applicant:

Carlstad, New Mexico 88220
Leland A. Hodges, Trustee

Dear Sir:

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

Very truly yours,

Copy of order also sent +o:

Hobbs 0OCC X
Artesia OCC x
Aztec OCC B

Other Jason Kellahin, Chester E. Blodget, H. L. Kendrick,

Paul Eaton, Don Allen, Dcnald Van Sickle




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MCXICO

IN THE MATTER OF THE HEARING

. AmEm e W e e e n —

CALLLDD JY Tiio CIL CONSERVATICHN

COMMISSION OF NMNCW MEXICO FOR

. THE PURPOSE OF COISIDERING:

CASE NO. 5276
Order o. R-111~1

. APPLICATION OF LELAND A. HODGLS,
" TRUSTEE, FOR THE EXTENSION OF

THE POTASH-OIL AREA, IEDDY COUNITY,
NEW MENICO.

ORDEFR OF THE COMMISSION

' BY THE COMMISSION:

This cause came cn for hearing at 9 a.m. on July 17, 1974,
at Santa Fe, Yew 'exico, before the 0il Conservation Commission

"of New Mexico, hereinafter referred to as the “"Commission.”

Mo, on this_ 3rg day of September, 1974, the Cormission, a

. quorum being prasent, having considered the testimcny presented
~and the exhibits received at said Lcariag, and keing fullv advised!
. in the premises,

o~

Ao

{1) That Que public notice having ol Jiver as regulied
Iy law, the Commission has jurisdiction of this cause and the

. subiect matter thereof.

{2) That the applicant, Laland A. lHodges, ‘Trustec, is the
wner of certain potasii lewuses in Townships 22, 23, and 24 South,
Ranges 29 and 30 East, (1w, Iddy County, liew Mexico.

(3) That the aspplicant sceks the amendnient of Order No.
P-111-7, as amended, to orrventd the rotasi-Oul Arca as oot forth
in said crder to incluade the follewing descriled lands in Dddy
Counky, Mlow torico:

TOYISHID 22 RANGE 28 DASY, LMPh

Sectiorn 31

Soction 22

Saciion 32: v oUn/Y, cu/s so/4, and si/4
Saction 34: /4 and L/ /2

Soctilon °5: T4 and L0 /s
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Case

No. 5276

Order No. R-11l1-I

TOWNSHIP 23 SQUTH, RANGE 29 EAST, NMPM
Bection 2: W/2 sSw/4 and St/ SW/4
Sections 3, 4, & 5: All

Section 6: E/2

Section 7: NE/4

Section 8: N/2 and SE/4

Sections 9, 10, and 11: All
Section 12: S/2 N/2 and §/2
Sections 13, 14, and 15: All
Section 21: ©E/2

Sections 22 thru 27: All
Sections 34, 35, and 36: All

TOWNSHIP 23 SOUTH, RANGE 30 EAST, NMPM
Section 7: SwW/4 "W/% and 572
Sections 16 thru 23: All

Section 26: wW/2

Sections 27 thru 32: All

Saction 2] /2

Sections 35 and 36: All

TOWMSHTIE 24 SOUTH,. RANGE 29 BEAST. NMPM

Section 5& N/2

TOINIANTIT 24 SO DAMAE 3N NAQT. NMPM

R e - s e eaa

Section 2: N/2

(4) That the NE/4 NE/4 of Section 11, Township 23 South,

Range 29 East, NMPM, is already included in the Potash-=0il Arza
as defined by Order No. R-111-A, as amended, and the application

for

inclusion of said guarter-guartar section in the area should

. be dismissed.

{(5) That of the remaining lands described in Finding No.

(3) above, and not described in Finding Jo. (4} above, the

~va

2 A v 03 ot ke hoarin AL A trAm Ehadk Anlr Fha £A11Aue

Save e \‘Lv.}\rl“‘\d\.‘ tewits 212 L-MA.-LIA‘D -L‘;s.a.a.vvwvu\o R R b ) — e e o

ing described lands contain potash denosits in conmerCLal quanti-
tjeei

TOWNSHIP 22 SOUTH, RALGD 29 BAST, MPM

Section 31  on/3

Section 32: =u/4 and /2

Section 23: W/2, WwW/4 un/4, &/2 un/4., and S&/4
Secticn 34: 5W/4 Sw/4 and w/2 /2

Section 35: /2 wm1/4 and /1 /4

THRISHIP 27 &Nt BANGT 29 ‘""\""‘ MPI
Scetion 2 W/ G17/% and ST/¢ ¢ 7/@
Sections 3, 4, and 3. All

Ser~tion 6. T/2

Section 7: /2 /4

Section ©: /2 /2 and =0/ T/4
Section 9: W/4 and /2 Un/4
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ﬁ Case Wo. 5276

Order No. R-11ll-~1

TOWNSHIP 23 SOUTH, RANGE 29 EAST, NMPM cont'd

Section 10: &A1l

Section 11: MwW/4, 3/2 su/d, w/2 NE/4, Su/4 SE/4L,
and SE/4

Section 1z: S/z2 /2 and S/2

Section 13: E/2 E/2

Section 15: W/2, W/2 E/2, and WE/4 XE/4

Section 21: SE/4

Section 22: wW/2, W/2 »Mu/4, SL/4 Nt/4, and SE/4

Section 23: §/2

Section 24: ©/2 NE/4

Section 26: 2all

Section 27: N/2 and E/2 SE/4

Secticn 34: E[/2 NE/4 ard NE/4 SE/4

Section 35: NW/4, N/2 SW/4, ¥M/2 NE/4, SE/4 NE/4,
and ™m/4 sn/4

Section 36: S/2 NW/4, SW/4 NT/4, N/2 8W/4,
and N1/4 SE/4

TOWNSHIP 23 SOUTH, RANGE 30 EAST, NMPM
Sectlion 7: Sw/4 NMW/4 and S/2

Sections 16, 17. and 12: A4

Section 19: /2, NE/4 SW/4, and /2 SE/4
Section 20: SF/4 SE/4

Section 21. gw/4 si7/4

Section 28: w/2 w/2

Section 29: L/2 B/2

Section 32: NE/4 NL/4

Section 33: NW/4 NW/4

(€) That to promote the orderly development of the ratural

. resources in the potash-oll area, Order jo. R-11l1-A, as amendecd,
- should be further amended to include in the Potash-0il Area, as
- Qefiped by said order, the lands described in Finding No. (5)

above.

{7) mThat the application of Leland A. ilodges, Trustee, for
the extension of the Potash-0il Area to include those lands
described in Tinding o. (3) ahove but which are not described
in Findings Yos. {(4) and {5) above should be denicd.

IT I8 THTRUTOIG ORUIBLD:

(1) 7That Order !lo. R-111-A, as anended, 1s nereby further
amaended to includa the folliowing descriiped landc within the
Potash-0il Area in Lza and Bddy Countias. lew Mexico:
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SE/4

SE/4 UE/4,

ND/4. SB/4 NE/4,

Range 29

Case No. 5276
Order No. R-1l1-I
TOWNSHIP 22 SOUTH, RANGE 29 EAST, NMPM
action : -
Section 32: NE/4 and S§/2
Section 33: WwW/2, wW/4 NE/4, S/2 NE/4, and
Section 34: SW/4 SW/4 and E/2 E/2
Section 35: N/2 1W/4 and SW/4 NW/4
SQWNSHIP 23 SOUTY, RANGE 22 EAST, NMPM
Section 2: W/i SW?Z and SE?Z SW?Z
Sections 3, 4, and 5: All
Section 6: E/2
Section 7. N/2 NE/4
Section 8: N/2 1/2 and SE/4 HNE/4
Section 9: MNW/4 and ii/2 NE/4
Section 10: All
Section 11: 1N/4, N/2 SW/4, wW/2 A:/4,
and SE/4
Section 12: §S8/2 N/2 and S/2
Section 13: E/2 ©/2
Section 15. /2, W/2 E/2, and NE/4 NE/4
Section 21: SE/4
Section 22: W/2, W/2 np/4, s-/4 Np/4,
Section 23: §s/2
Section 24: E/2 NE/4
Section 26: All
Section 27: W/2 and E/2 st/4
Section 34: ©7/2 WE/4 and NE/4 SE/4
Section 35: iW/4, N/2 SwW/4, w/2
and M/4 SE/4
Section 36: S/2 WwW/4, SW/4 LE/4A, W2 SW/4,
and nW/4 SE/4
TOWASHIP 23 SOUTQL_gANGE 30 LAST, 1P
Section 7: SW/4 NwW/4 and 5/2
Sections 16, 17, and 18: All
Secticon 19: /2, un/A ou/4, and /2 en/4
Sectior 20: u/4 cl /‘1
Section 21: 817/4 S"/*l
Section 23: V/E 1/2
Section 29: %W/2 u/2
Section 32. d /’ /4
Section 33:  w/4 nl/4
{2) That the application of Lelard A. Hodges, Trustee, to
ineclude the /4 /4 of Section 11, ownsihlp 23 South,
Bast, 1mpil, in the Pectosh~-0il Area a3 dofined by QOrder Ho.
as anmended, is nerceby disnisscd.
{3) That the application of Lelznd A. iiodges,

include in the Potash-0il1 Area, as dcfined by Order

as anended,

the 1la

but not descrikhed

denied.

“
nes

(1)

descrilbed in Finding
in Grders llos.

Gl

(2)

Trustee, tc

R"'lll"’A r

do. (3) of this order

above is hareby

R“lll"'A,

IR R T oW AT PITTITS (AR LU

4
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+ Case No. 5276 i
- Order No. R-111-I

(4) That jurisdiction of this cause is hereby retainad for
. the entry of such further orders as the Commission may deem
necessary.

DONE at Santa Fe, New Mexico, on the day and year hereinabove!

. designated.

3 STATE OF NEW MEXICO
' OIL CONSERVATION COMMISSION

X J. MIJ er
\

AT L. ‘PORTER, Jr., Membe Secretary

SEAL

ar/

;
|
{




' OIL CONSERVATION COMMISSION
P. O. BOX 2088
SANTA FE, NEW MEXICO 87501

May 22, 1974

Mr. Roy Blackman
The Potash Company of America

Box 31
Carlsbad, New Mexicoc 88220
Dear Roy:

Ralph and I have agreed on a date of July 17, 1974
for a hearing if you would lika it at that time.

Sincerely,

A. L. PORTER. Jr.
Secretary-Director

nw sy S
fAIE S AL

e & a imd



Docket No. 2)-74

DOCKET: COMMISSION HEARING - WEDNESDAY - JULY 17, 1974

OIL CONSERVATION COMMISSION - 9 A.M. - MORGAN HALL, STATE LAND OFFICE
BUILDING, SANTA FE, NEW MEXICO

CASE 5275: Application of Mesa Petroleum Company for an unorthodox gas well loca-
tion, Eddy County, New Mexico. Applicant, in the above-styled cause,
seeks aspproval for the unorthodox location for its Nash Luit Well
No. 1 to be darilled to the Morrow formation acr an unorthodox location
1300 feet from the South line and 660 feet from the East line of

e Section 12, Township 23 South, Range 29 Fast, Eddy County, New Mexico,

Pl the B/2 of said Section 12 to be dedicated tc the well.
CASE 5276: Application cf Leland A. Hodges, Trustze, for the extension of the
Potash-011 Area, Eddy County, New Mexico. Applicant, in tne above-
’ styled cause, seeks the extension of the Potagsh-0il Area in Eddy
County, New Mexico, as defined by Order No. R~1ll-A, as amended, by
\ the addition of the tollowing~described lands:

\ TOWNSHIP 22 SOUTH, RANGE 29 EAST
; Section 31: SE/4
Section 32: All
Section 33: W/2, W/2 NB/4, SE/4 NE/4, and SE/4
Section 34: SW/4 SW/4 and E/2 E/2
Section 35: W/2 NW/4 and NE/4 NW/4

TOWNSHIP 23 SOUTH, RANGE 29 EAST
Section 2: W/2 SW/4 and SE/4 SW/4
Sections 3, 4, & 5: All

Section 6:
Section 7:
Section B8:
Sections 9,
Section 12:

Sections 13,

Sartion 21:
Sections 22

Sections 34,

TOWNSHIP 23

E/2

NE/4

N/2 and SE/4
10 and 11: All
8/2 N/2 and S/2
14 and 15: All
E/2
thru 27: All

35 and 36: All

SOUTH, RANGE 30 EAST

Section 7:
Sections 16
Section 26:
Sections 27
Section 33:
Sections 35

TOWNSHIP 24

SW/4 NW/4 and S/2
thru 23: All

W2

thru 32: All

N/2
and 36: All

SOUTH, RANGE 29 FAST

Section 2:

TOWNSHIP 24

N/2

SOUTH, RANGE 30 EAST

o

Section 2@

N/2

——

e e e
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TLX GEOTECH GARL _
01 GARLAND TEX 1§ JUL 74
PMS MR A L PORTER, JR SECRETARY-DIRECTOR
0IL. CONSERVATIOXN COMMISSTON
LAND OFFICE BLDA
SANTA FE N MEX
‘SURGENT PLS DEL IMMEDIATLY
SUBJ CASE 5276
IELED¥§E INC., OWNS OIL AND GAS RIGHTS TO APPROXIMATELY .
00 SCRES WHICH PARTIALLY OVERLAPS THE ACREAGE INCLUDED IN THE
PROPOSED EXTENSION OF THE “'lllu\ﬂ-’)ll ARTA Tan EDDY (\O”MTY. .
NFW MEXICO AS DEFINED BY ORDER NO R- 111-u. THESE 0il. A#D GAS
RIGHTS ARE LFASED TO AMOCO AND A WELL IS #OW BEIMR DRILLED ON
THE PROPERTY. WE STRO”GLY PROTESI ANY EXTENSION OF THE R-111A
AREA WHICH WOULD THE ORDERLY DEVELOPMENT OF OUR OIL AND
GAS PROPERTY. IT WCULD BE APPRECTATSD IF YOU WOULD ELTER THIS
INTO REGCORD OF CASE NO 5276, e
G A ROBERTS, DREQJDPPT" S ‘
TELEDYNE y 3 mc BT -

\

1139 EDT DR

'
@
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'® § IPMFEKA SANA

1-012290A197 07/16/74
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IPHFERA SAWA
2-01T356E192 071/17/74
ICS IPMBmGZ CSP
S052433547 TOBN ALBURUERQUE W¢ 53 07-17 12380 EDY
MRS .CHAIRNAN OF THE OIL CONSERVATION CONMISSION, DLR
ny m STATE 1AWD OFFiC: BLDG

" ‘RE.08C CASE WUMBER 5276 APPLICATION OF LELAND N HODGES, TRUSTEE

FOR.INE EXTENSION OF TNE POTASK OIL AREA EDDY COUNTY WEW MEXECO
MR.CHAIRMAN TNE ALBURUERGUE CONSUMER FENERATION 18 DISTURBED
BY TWE POSSIBLZ CURTAILMENTS OF PNESENT AND FUTURE PETR( EUM
TmoomoTraw TR THE-AREA AFFECTED BY TNE APPLICATION

VE WOULD OPPGSE ANY FIRAL ACTION BY THE COMMISSION AT THIS TinS
AD WOULD REQUEST AN- OPPORTUNITY TN -3PACT ON PRESENT AND FUTURE
PETROLEUN PRODUCTION AND SUBMIT A VRITTEN PROVISICE On ﬁiﬁii.
OF THE ALBUQUERQUE CONSUMER FEDERATION

ROBERT H BORKENHAGEN LEGAL ADVISOR TO THE ALBURUERAUE CODSBHER
FEDERATION 1100 ARERITAE BANK OF COMNERCE ALBUGUERQUE #EV MEXICO

1253 DY
IPMETHA SANA
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ge ] TWX AMOCO PROD HKOU P g
== ] 001 HOUSTON, TEXAS JULY 16, 1574 D
5§ ens ’ ’ ’/*/CX'
g MR A L PORTER, R o '
"#R%G | NEV MFEXICO OIL CONSERVATION CONMMISSION ST
e SANTA FE, NEU MEXICO '

RE COMMISSION HEARING JULY 17, 1974 (CASE NO. 5276), EXTENSION OF
Q1L ~POTASH AREA, EDDY COUNTY, NEW MEXICO. - =

AMOCO PRODUCTION COMPANY AS Af OWNER OF LEASES IN THE SUBJECT ARFA
STRENUOUSLY OBJECTS TO THE EXTENSION OF THE OIL-POTASH AREA AS PROPOSED
10 THIS CASE, |

E. E. MORRIS, DIVISION ENGINEER gy e, Y

AMOCO_PRODUCTIGN. CCMPANY . . j S o
. e . Ce e Y :

L S < . \ oo

* . ‘. H : . :

S

IPMFERA SANMA
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STATEMENT OF PETER HANAGAN, EXECUTIVE VICE PRESIDENT OF THE
NEW MEXICO OIL & GAS ASSOCIATION BEFORE_THE OIL CONSERVATION
COMMISSION, CASE 5276 FOR EXTENSION OF POTASH AREA, JULY 31, 1974

THE NEW MEXICO QIL. AND GAS ASSOCIATION RESPECTFULLY REQUESTS THE
i COMMITTEE TO SCRUTINIZE THIS APPLICATION WITH GREAT CARE TO ASCERTAIN
THAT IT DOES IN FACT WARRANT EXTENSION OF THE POTASH AREA,

IN VIEW OF THE NEED TO BALANCE THE COMPETING INTERESTS OF THE POTASH
AND THE OIlL AND GAS INDUSTRIES, THE PETITION SHOULD NOT BE GRANTED

WITHOUT A CLEAR SHOWING THAT THE COEXISTING RIGHTS OF BOTH INDUSTRIES
ARE FAIRLY PROTECTED, THIS SHOWING WOULD INCLUDE PROOF BY PETITIONER

THAT THERE ARE INDEED COMMERCIAL DEPOSITS OF POTASH IN ALL REQUESTED
AREAS,

AFTER ALL, OiL. AND GAS OPERATORS HAVE MADE LARGE INVESTMENTS IN
LEASES IN THE AREA WITH THE EXPECTATION OF BEING ALLOWED TO DEVELOP
THEM CONCURRENTLY AND IN HARMONY WITH POTASH OPERATIONS,

THERE EXISTS A NATIONAL NEED TO EXFLORE FOR AND CEVELGP ALL OF THE
VARIOUS NATURAL RESOURCES, NOT JUST POTASH, IN THE REQUESTEU AREA,
IN A WORD, POTASH EXPLORATION AND DEVEL.OPMENT SHOULD NO7T BE ACCORDED
PREFERENTIAL TREATMENT SO AS TO AMOUNT TO EFFECTING DISENFRANCHISING -
THE OIL AND GAS INDUSTRY,

Lt W IS




BEFORE NEW MEXICO OIL CONSERVATION COMMISESION

IN RE: APPLICATION OF LELAND A. HODGES,
TRUSTEE, FOR Ti{E EXTENSICN OF THE CASE NO. 5276
POTASH-OIL ARSA, EDDY COUNTY, NEW MEXICO.

STATEMENT BY EXXON CORPORATION

Applicant has requested presently designated potash areas be
extended to inciude additional lands in Eddy County, New Mexico.

Since December 1964 Exxon Corporation has acguired and presently
helds approximately 6,000 acres of federal and New Mexico State oil
and gas leases, half of which lie within the area of the proposed
potash extension. As of this date Exxon has expended in excess of
$500,000.00 in the acquisition and evaluation of said leases, con-
siders them a valuable and irreplaceable asset, and plans to proceed
with the development of said leases toward the ultimate production
of 0il or gas or both.

Exxon opposes iihe granting of said Application and in support
of such opposition respectfully asks the Commis<ion to consider the
following:

Exxon considers the area included within its referenced oil
and gas leases to be geologically attractive and potentially productive.

- .. -~
111 Ly

§

tully develep the aves,; prudant operations require the

e I e
aer o

-

area be considered as an entirety with freedom to explore, drill

and conduct lease operations at geographic locations best calculated
to produce the most accurate geological data and, hopefully, the
greatest amounts of oil and gas. This cannot be done on a piccemeal
basis. Granting of the Application will have a substantial impact
on Exxon's ability to study and develop the area in a manner most

likely to obtain o¢il and gas prcduction.




L Bs

Most of Exxon's leases were taken prior to the date of the

belief the rights therein acquir.d could be fully exercised. The
granting of the Application could result in a material loss of these
rights and even in a complete denial if drilling operations should

be prohibited. 1In either event the attractiveness of the area,
insofar as potential productiveness is concerned, will be greatly
diminished by the grarting of the Applicatiun for the reason Exxon
will not be able to know where within the area it could plan to drill,
or even if it could drill. Exxon submits such is not in keeping with
the terms and considerations of the lease contracts.

If the area is not properly studied and developed, both the
State of New Mexico and the United States could be deprived of
valuable royalty income. In addition, it is possible that wvaluable
and much needed o0il and gas reserves could be left in the ground
undiscovered- or unproduced.

Exvon ic willing to cooperate with both state and federal agencies
in developing its leases in such a manner that the owners of potash
rights are not deprived of their right to produce their minerals
and submits the rights of all parties may be preserved without the
granting of the subject Application. This is in keeping with the
principles of multiple use.

Accordingly, Exxon submits the proposed potash extension is
unnecessary, constitutes a deprivatioa of its rights and would
arbitrarily grant one mineral owner superior rights over another.
Therefore, Exxon respectfully submits that the Application be denied.

HINKLE, BONDUKANT,

P. O. Box 10
Roswell, Hew Mexico 88201




Docket No. 2:-74

DOCKET: COMMISSION HEARING - WEDNESDAY ~ JULY 17, 1974

OIL CONSERVATION COMM1SSION - 9 A.M. - MORGAN HALL, STATE LAND OFFICE
BUILDING, SANTA FE, NEW MEXICO

CASE 3275: applicaticn of Meea Petroleum Company for an unorthodox gas well loca-
tion, Eddy County, New Mexico. Applicant, in the above-atyled cause,

. seeks approval for the unorthodox location for its Nash Unit Well
‘ L No. 1 to be drilled to the Morrow formation at an unorthodox location
‘/ Vadl 1300 feet from the South line and 660 feet from the East line of
L Section 12, Township Z3 South, Range 29 East, Eddy County, New Mexico,

the B/Z of said Sectinn 12 to be dedicated to the well.

CASE 5276: Application of Leland A. Hodges, Trustee, for the extension of the
Potagsh-0il Area, Eddy County, New Mexico. Applicant, in the above-
styled cause, seeks the extension of the Potasn-0il Area in Eddy
County, New Mexico, as defined by Order No. R-11l1-A, as amended, by
the addition of the following-described lands:

TOWNSHIP 22 SOUTH, RANGE 29 EASY

Section 31: SE/4

Section 32: All

Section 33: W/2, W/2 NE/4, SEf4 NBE/4, and SE/%
Section 34: SW/4 SW/4 and E/2 E/2

Section 35: W/2 NW/4 and NE/4 NW/4

TOWNSHIP 23 SOUTH, RANGE 29 EAST
Section 2: W/2 SW/4 and SE/4 sW/4
Sections 3, 4, & 5: All

Section 6: E/2

Section 7: NE/4

Section 8: N/2 and SE/4
Sections 9, 10 and 11: All
Section 12: S/2 N/2 and S/2
Sections 13, 14 and 15: All
Section 21: E/2

Sections 22 thru 27: All
Sections 34, 35 and 36: All

TOWNSHIP 23 SOUTH, RANGE 30 EAST
Section 7: SW/4 NW/4 and S/2
Sections 16 thru 23: All
Section 26: W/2

Sectious 27 thru 32: All
Section 33: N/2

Sections 35 and 36: Ail

TOWNSHIP 24 SOUTEJ RANGE 29 EAST
Section 2: Nf2

TOWNSHIP 24 SOUTH, RANGE 30 EAST
Section 2: N/2




P.O. Bok 19234

8707 Katy Freeway
Houston, Texas 77024
Telephone (713) 461-2662
Cable: BELPETEX

Belco Petroleum Corporation

New Mexico 0il Comservation Coﬁmission
P. 0. Box 2088
Santa Fe, New Mexico 87501

Re: Case No. 5276 7/17/74
Application for Extension
of 0il-Potash Area in
T22-24S, R29-30E
Eddy County, New Mexico

Gentlemen:

In the zbove described Case lo. 5276, to be heard before the Commission
on Juiy 17, 1974, Leland A. Hodges, Trustee, has petitioned that the
0il-Potash Area presently existing under New Mexico 0il Conversation
Commission Order Number R111A-H be enlarged to include in excess of
24,000 acres.

Belco Petroleum Corporation holds oil and gas leases, both productive
and non-productive, situated in and adjacent to the nearby Les Medanos Gas
Field and within the immediate vicinity of  he areal extent of the requested
expansicn of the existing Oil-Potash regulated area. Belco is currently
engaged, together with other oil and gas exploration organizations, in
a vigorous program to discover and develop hydrocarhen energy reserves

in southeast New Mexdco.

Belco Petroleum Corporation objects to the application of Leland A.
Hodges, Trustee, not in its entirety but as to its extensive areal extent,

on the grounds that it is detrimental to the welfare of the general




Beico

New Mexico 0il Conservation Commission
Case No. 5276 7/17/74
Page 2

economy of the State of New Mexico an& the Nation as a whole. The re-
quested wholesale implied withdrawal of such a highly potential energy
bearing area is not consisient with good management of our natural resources.
We conterd that this is an arbitrary selection of acreage and that there

is not sufficient incontrovertible evidence to demonstrate that the entire
area contains potash deposits in commercial quantities.

It has been shown in areas of Townships 19 and 20 South, Fange 30
East of Eddy County, New Mexico, that the oil and gas and the potash
industries can successfully co-exist in the recovery and bringing to market
of their respective mineral resources. While it cannot be denied that
there are some impeding factors to both industries in such co-existence,
it also cannct be denied that both industri:'s can and must zccept those
equally onerons factors as being negligible to the end benefits of bringing
both natural resources to use.

Belco Petroleum Corporation herewith respectfully requests that the
0il and Gas Commission reject the Application of Leland A. Hodges. Trustee,
for Extension of the 0Oil-Potash Area in Townships 22, 23 and 24 South,
Ranges 29 and 30 East, Eddy County, New Mexico, on the grounds that the
area covered therehv ig mmijustified and not aenpported by reasnnable fact,
but withcut prejudice to the filing by Leland A. Hodges, Trustee, of a

new Application.
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Belco

New Mexico 011 Conservation Commission
Case No. 5275 7/17/74
Page 3

Belco urges the Commission to critically evaluate any submitted
evidence for realistic and accurately substantiéted economic determination
of commercial potash and to carefully consider in reasonabtle economic
parameters any prxoposals or suggestions that this entire large area will
indeed be developed for potash.

We also urge the Commission to consider oil and gas overators® in-
;estment in leases, and all Royalty and Working Interest correlative
vigiits of the existing oll and gas leases which may be jeopardized. 1In
addition, we ask that the Commission review previous R111lA extension
applications and the actual beneficial results for the State of New Mexico
and the United States of those approved applications for extension of
R111A.

Belco respectfully requests that the Commission favorably consider
Belco's so stated objection.

It is not here requesied that the Commission rule in this matter
to the exclusion of the potash industry from the affected area, but that
the potash industry seek and be granted approval of the expansion of its
development and exploration areas by the Commission on the same basis
and upon the presentation of factual data as is made by the oil and gas
industyy in like ~pplications.

Yours very truly,
BELCO PETROLEUM CORPORATION

/z{ /4?’3///4,/x57//

Lee G. Nering
Administrative Geologist
North American Operations
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Statement of Fhillips Petrolewmm in
Opposition to Extension of R11llA

Wo oppose the extension of RlllA area further into Towmship 233, Range 30E,
Eddy County, New Mexico, beccuse of ths following reasons:

1. No new core tests have been drilled outside the R11IA area since the
1970 "H" Extenaion. It obviocusly was felt at that time that additionsl :
area could not justifiably be added. | f
2. Although thers is a large area listed as "no data" in T23S R3CE (1974 ]
{

USGS Potash Mep), in actuality, there have been 5 potash core tests
drillsd that indisete the avea to be of very low quality er barrea of

potaeh. Three additional core holes were drilled offsetting the west

3. By extending the R1llA imto an area that will probably never be mineable,

the oil companies would be required to spend unnecessary meney to drill

tommship line, in Sec. 26 and Sec. 36 T23S R29R, that are poor or barrea. . 1
|

wils. |

k. Two core holes are considered adequate to call an area in Seecs. 19, 20,
and 29, mineable, yet an entire area called "no data" has 6 core holes.

5. A recent agreement by the potash company to let a well be drilled in Sec.
13, T23S R29E, directly offsetting the township in question, indicates
tne poor quality of nearby potash.

€. In 1970, Sec. 26 T233 R3(E was divided in half for placement into the

T T S

B111H Extension. This was done because of what was considered a hole
barren of potash located near the center of the west line of Sec. 26.
No new information is available.

7. Core holes drilled in the NW NW of Sec. 24 and near the center of ths west
line of Sec. 24 T23S R30E were barren or near barren of potash. Although
this area is called "no datz" on the 1974 WSGS Potash Map, in actuality it
should be considered barren. .

2 \/)
C leigd— 723 7%
B. C. Iargent(/Area Geologisl




CENERAL OFFIiCES-PFPORTY WORTH

PERRY R, BASS

DIVISION CAND & GEOLOGICAL OFFICE
POST OFPFICE ROX 1T}
MIDLANI, TEXAS 7070}

July 29, 1974

New Mexico Qi)
Conservation Commission
Santa Fe, New Mexico
Re: Case #5276
Application of Leland A. Hodges,
Trustee, for the extension of
the Potash 0il1 Area
Eddy County, New Mexico
Gentlemen:

Perry R. Bass and Bass Enterprises Production Co. are the
leasehold owners of 0il and Gas leases in 7,620 gross acres within the
application for enlargement under consideration at this hearing. As a
major owner of 011 and Gas leases within the area, we support and concur
with the position of Skelly 0il Company that urproven comrercial Potash
Ore should not be aliowed to be included in this proposed enlargement of
R-111-A and amendmenis ihereto. Any speculative Potach acreage, without
proven commercial value would be a hindrance in the development of 0il
and Gas lease during this time of an Energy Crisis.

Perry R. Bass and Bass Enterprises Production Co. acquired
their 0i1 and Gas ieasehold prior to any Potash leases being issued in
the area.

We sincerely request the New Mexico 011 Conservation Comrmission

to disallow and reject the request for enlargement of R-111-A and the

e A B s
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New Mexico 0l
Conservation Commission
Page Two

July 29, 1974

amendments thereto, and to support and concur in the position of Skelly
0i1 Company that any enlargement of R-111-A would be a hindrance toward

the development of (il and Gas ieases in the area under consideration.

Yours very truly,

Perry R, Bass

By &dﬁ//%éj’&/
Bass Enizrprises Prgoduction Co.
By 0/ /Z&@/

J




CARLSBAD BASIN TONNAGE AND GRADE

16.40

* [MC = Reflects ore grode of sylvinite only.
Duvel ~ Tonnage und grode on sylvinite only,

L]

!

1974
Jenuory  February March  April May June July  August  September October November Dacember Total
AMAX Chemical Corparation | 24,756 193,465 213,705 208,360 215,397 65,175 )
19,12 17,72 17.57 1533 16,30 16,95 .
Potosh Company of Americo 201,548 248,184 258,539 245,148 254,078 251,557 .
18,25 19.40 19.90 19.97 18.57 18.63
“ntemotional Minerals & Chemical 380,289 252,889 374,493 384,812 421,72t 376,382
7.80  7.96 771 849 8.8  8.08
*Ovval Corporation - 124,688 116,983 125,944 ' 119,201 122,363 118,405
1650 16,70 16,40 1560 14,24 15,05
- Natan! Potash Company " 183, 15,601 163,254 146,889 148,578 48,852 ,
‘ 20,0 19.5 20,08 19.61  20.92 22.18
Kermace 206,212 276,350 229,626 259,368 239,199 220,629
15,45 1542 7 1602 1616  15.60
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Roy H. BrLACKMAN

1009 East RIVERSIDE DRIVE CaRLSBAD NEwW MEXICO 88220

June 19, 1974

ji":}l - : (U 527 6

Mr. Dan Nutter, Chief Engineer

New Mexico Oil Conservation Commission
P, O. Box 2088

Santa Fe, New Mexico 87501

Dear Mr. Nutter:
Enclosed herewith is the petition of Leland A,

Hodges requesting the extension of the boundaries of
the potash-cil area in Eddy County, New Mexico.

truly Q'our s,

/ s
p A /6‘/ é j(/{{(
RHB /Jm R H. Blackman 7
enc. Attorney for
Leland A, Hodges, Trustee

DOCKET MAILED
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BEFORE THE OIL CONSERYATION COMMISSION

OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION
OF LELAND A. IIODCES, TRUSTFFE FOR
EXTENSION OF THE BOUNDARIES OF THE
POTASH-OIL AREA IN EDDY COUNTY,
NEW MEXICO

PETITION OF LELAND A. HODGES, TRUSTEE

Comes now Leland A. Hodges, Trustee, the owner of state and
federal potash leases in the vicinity of the following described lands and
requesis that the following described lands be included within the boundaries
‘of the potash-oil area of the State of New Mexico as delinezied in NMOCC
order No. 111 in Case No. 278, as amended, to the extent that such
properties are not already within such area.

T. 225, R. 29E
Sec. 31 SE4

32 AN
33 Al
34 Al (
35 W2NW, NENW
T. 23S, R. 29E
Ses. 2 W2S8W4, SESW
3 Al
4 An
5 AN
6 X2
7T NE4
8 NW4, E2
9 Al
10 Al
11 All
12  All
13 Al
14 All
15 All
21 2
22 All

B e e v e IR 1 < e e e e




page 2

T. 23S, R. 20E

Sec. 23 All
24 Al
25 Al
26 An
27 Al
34 Al
35 Al
36 All
T. 24S, R. 29E
Sec. 2 All
T. 23S, R. 30E
Sec. 7 All
16 Al
17 Al
18 Al
19 Al
20 Al
21 Al
22 Al
23 Al
26 W2
27 Al
28 Al
29 Al
. 30 AN
31 Al
32 Al
33 N2
35 Al
36 All
Ta245,RK30 E
See 2 Al

Dated: June 15, 1874

Respectfully submitted

LELAND A, HODGES, TRUSTEE

S 7 7//2/ e
vy 1T LA [

R. H. Blackman,

His Attorney

P, G. Box 31

Carlsbad, New Mexico 88220
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NLW MEXICO

TM muxr ll)\m'nr-h AT mrrm
PP ) [y 41l llL.u"Sl\'L‘.V\J

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

CASE NO. 5276
Order No. R-=1}11-7T

APPLICATION OF LELMID A HOOEES
SoR - TRUSTEE, FOR Tre eurgnsda

OF TRE Poi"Aste-~ Ot AREA m~,

co‘_\;}-_ﬂ,l. NYTHW, £x1ed.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on f.r hearing at 9 a.m. on July 17, 1974,
at Santa re, new Mexico, before the 011 Conservation Commission
of Now Mexuice, hercinafter referved to as the "Commission."

NOW, on this day of August, 1974, the Commission, a
quorum being present, having considered the testimony presented
and the exhibits received at said hearing, and being fully advised
in the premises,

FINDS:

(1) That due public notice having been given as required by
law, the Commission has jurisdiction of this cause and the subject
matter thereof.

{2} That the annlicant, Teland A. Hodges, Trustee, is the

owner of certain potash leases in Townships 22, 23, and 24 South,

Ranges 29 and 30 LEast, MMPH, Bddy County, MNew Mexico.

(3) That the applicant seeks the amendment ¢f Crder No. R-1114A,

as amended, to extend the Potash-0il Area as set forth in said
order to include the following described lands in Eddy County,
wew Mexico:

TOWIMSHIP 22 SOUTH, RANGE 29 EAST, NMPI

Section 31: SL/4

Section 32: All

Section 33: WwW/2, w/2 x»n/4, SE/4 VE/4, and SE/4
Section 34: 5%,/ 4 SW/4 and 1/2 1/2

Section 35%: W/2 /4 and NE/4 1Ni/4

AL st Inem bt %
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Case No. 5276
Order No. R-111-1

1 TOWNSHIP 23 SOUTH, RANGE 29 EAST, NMPM
o Section 2: W/2 SW/4 and SE/4 SW/4
Sections 3, 4, & 5: All
Scocticon &: B2
S Section 7: NE/4
a Section 8: N/2 and SE/4
Sections 9, 10 and 11: All
5 Section 12: §5/2 N/2 and S/2
Sections 13, 14, and 15: All
6 |l Section 21: E/2
| Sections 22 thru 27: All
7 Sections 34, 35, and 36: All
8 TOWNSHIP 23 SOUTH, RANGE 30 EAST, NMPM
Section 7: SW/4 NW/4 and S/2
9 Sections 16 thru 23: A1l :
Section 26: W/2 i
10 Sections 27 thru 32: All :
Section 33: N/2 g
11 Sections 35 and 36: All :
5 12 TOWNSHIP 24 SOUTH, RANGE 29 EAST, NMPM f
’ Section 2: N/2
13 TOWNSHIP 24 SOUTH, RANGE 30 EAST, KMPM
Section 2: N/2
14
15 (4} That the NE/4 NE/4 of Section 11, Township 23 South,
18 Range 29 East, NMPM, is already iuncluded 1n the rPoiLash-0il Area
17 as defined by Order No. R-111-A, as amended, and the application
18 for inclusion of said quarter-quarter section in the area should
19 be dismissed.

(5) That of the remaining lands descriced in Finding No.

20 dkodllurf'cﬂzscmwbeci,b,.ﬂUndvny'AAL<&§>42uod¢b

{?) abowve, the evidence presented at the hearing indicates that

21
o only the following described lands contain potash deposits in
commercial guantities:
23
TOWMSHIP 272 SOUTH, RANGE 29 EAST, NMPM
24 Section 31: SIi/4
_ Section 32: NE/4 and §/2
S Sectinsn 23: W/2, NW/4 uB/4, S/2 NE/4, and Sk/4
i Section 34: SW/4 SW/4 and L/2 E/2
<8 Section 35: /2 141/4 and SWU/4 wvW/4
27
28
29
30
31
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11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

28
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Case No. 5276
Order Nc. R-111-1

TOWNSHIP 23 SOUTH, RANGE 29 EAST, NMPM

Section 2: W/2 Sw/d and SE/4 Sw/34

Sections 3, 4, ard 5: All

Section 6: E/2

Section 7: N/2 NE/4

Section 8: N/2 N/2 and SE/4 NE/4

Section 9: NW/4 and N/2 NE/4

Section 10: all

Sesction 11: NW/4, N/2 SW/4, W/2 NE/4, SE/4 NE/4,
and SE/4

Section “2: §/2 N/2 and s/2

Section .3: E/2 E/2

Section 15: W/2, W/2 E/2, and NE/4 NE/A

Section 21: SE/4

Section 22: W/2, wW/2 NE/4, SE/4 NE/4, and SE/4

Section 23: S/2

Section 24: E/2 NE/4

Section 26: All

Section 27: N/2 and E/2 SE/4

Section 34: E/2 NE/4 and NE/4 SE/4

Section 35: NW/4, N/2 SW/4, W/2 NE/4, SE/4 NE/4,
and NW/4 SE/4

Section 36: S/2 NwW/4, SW/4 NE/4, N/2 SW/4,
and NW/4 SE/4

TOWNSHIP 23 SOUTH, RAMGLE 30 EAST, NMPM
Section 7: SW/4 NwW/4 and S/2

Sections 16, 17, and 18: All

Section 19: N/2, NE/4 Ssw/4, and N/2 SE/4
Secticn 22: SE/4 SE/4

Section zi: SW/4 Sw/4

Section 28: W/2 w/2

Section 29: E/2 E/2

Section 32: NE/4 NE/4

Section 33: NW/4 NwW/4

{(6) That to promote the orderly development of the natural
resources in tue potash—oil area, Order No. R-111-A, as amended,
should be further amended to include in the Potash-Oil Area, as
defined by said order)the lands described in Finding to. (5)
above.

(7} That the application of Leland A. Hodges, Trustee, for
the extension of the Potash-0il Area to include those lands

desoribed
described in Finding No. {3} above but which are not dachudedd

in Findings nNos. (4} and (5) abhove should be denied.

IT IS THEREFORE ORDERED:
{1) That Order No. R-1.1.-A, as amended, is hereby further
amended to include the following described lands witihin the

Potash-0il Area in Lca and Eddy Counties, New ilexico:
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(2)

(3)

include 1

o TN »*
Last, MNP,

as amende

5276
R-111~1
TOWNSHIP 22 §QDTH, RANGE 29 EAST, NMPM
Section 31: SE/4 ;
Section 32: NE/4 and S/2 4
Section 33: W/2, NW/4 NE/4, S/2 NE/4, and SE/4 :
Section 34: SW/4 SW/4 and E/2 E/2 g 3
Section 35: N/2 MW/4 and cW/4 NW/4A ?
EQWNSHIP 23 SOUTH, RANGE 29 EAST, NMPM
Section 2: W/2 SW/4 and SE/4 SW/4
Sections 3, 4, and 5: &All
Section 6: E/2 ;
Section 7: N/2 NE/4 ;
Section 8: N/2 N/2 and SE/4 NE/4
Section 9: NW/4 and N/2 NE/4
Section 10: All
Section 11: NW/4, N/2 SW/4., W/2 NE/4, SE/4 NE/4,
and SE/4
Section 12: S/2 N/2 and S/2
Section 13: E/2 E/2
Section 15: W/2, W/2 E/2, and NE/4 NE/4
Section 21: SE/4
Section 22: W/2, W/2 NE/4, SE/4 NE/4, and SE/4
section 23: §/2
Section 24: E/2 NE/4
Section 26: All
Section 27: N/2 and E/2 SE/4
Section 34: E/2 NT/4 and NE/4 SE/4
Secticn 3 NW/4, N/2 SW/4. W/2 NE/4, SE/4 NE/4,
and NW/4 SE/4
Section 36: S/2 NW/4, SW/4 NE/4, N/2 Sw/4,

TOWNSHIP 23 SQUTH,

and NW/4 SE/4

RANGE 30 EAST, NMPM

Section

Sections 16,

Section
Section
Section
Section
Section
Section
Section

That the application of Leland A.

d,

That the application of Leland A.

n

7:

19:
20:
21:
28:
29:
32:
33:

include the NE/4 NE/4 of Section 11,

in the Potash-0il Arvea as defined by Order No.

the Potash-0il

SsWw/4 NW/4 and S/2

17, and 18: All

N/2, NE/4 sW/4, and N/2 SE/4
SE/4 SE/4

SwW/4 SW/4

wW/2 w/2

E/2 E/2

NE/4 NE/4

YW/4 N/ 4

Hodges, Trustees,

Township 23 South,

is hereby dismissed.

licdges, Trustee,

Arca, as defined by Order No. R-11

Range 29

R-111-%,

to

to

1-A,
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Case No. 527€

Drder No. R-111-I

hs amended, the lands described in Finding No. (3)

Lut not described in Orders Nos. (1) and (2) above

Henied.

(4) That 3jurisdiction of this cause is hereby

khe entry of such further orders as  the Commission

Fesignated.

of this order

is hereby

retained for

may deem necessal

DONE at Santa Fe, New Mexico, on the day and year hereinabove

'Y .




A. HODGES, TRUSTEE, FOR THE
EXTENSION OF THE POTASH-OIL AREA.
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