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NEW MEXHC@
- Potash

NEW MEXICO FIRST IN POTASH PRO’DUGI‘ION

Potash is of great importance to New Mexico. It is the basis of
a $100,000,000-a-year industry. It provides employment to almost
3,000 New Mexico residents and is one of the state’s biggest tax-
payers.

-New Mexico is the natlon 8 leadmg producer of potash, one of

our most vital minerals. Without potash our modern-day intensive
agriculture would be 1mposs:ble. A strong and wgorous potash in-.
dustry is vital to the economy of tf “United States

But in spite of its great 1mpor&...ce to our state and natlon,

most persons know little about potash.

WHAT IS POTASH’

“Potash” is a word used to denote a chemical combmatxon of
the element potassium with one or more elements. Without potas-
sium compounds you could no more live than you could w1thout
air or water. -

The term “potash” when used in connection with fertilizers

refers to potassium oxide, written chemically as K;O. The element
potassium (K) is what the plant uses. In nature and commerce it is
found combined with other elements, : ‘When combined with' chlo-
rine, for example, it forms potassium . chloride, called muriate of
potash. Due to custom of many years and state and federal laws,
the potash content of fertilizers is given in terms of K;0O, even

"!"‘“g" t..e:'“ is nc ¢Is! z~ 8% Suga prripartsd uuu'vlaul. T 3ER iS Tdchude

anslyzes the fertxllzer he finds out how much K i is present and cal-
culates this amoun: ‘to the equivalent amount of K;O.
In the early co!omal days in tlus country, potash produced
from wood ashes was of major economic importance. The term
potash” is said to*have derived from the manufacture of this pro-
duct by the leachmg of hardwood ashes in large iron pots.

POTASH IN AGRICULTURE
Almost 95 per cent of the potash mined and refined in south-
eastern New Mexico goes to fertilizer factories and farms, for pot-
ash is one of the most important plant foods. Soils in which many
of our basic crops grow must be fed potash, Otherwise they produce
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Typical headframe over hoisting shaft

at New Mexico potash mine.

'poor crops. Potash thus is a vital element in producing food and

fibre for the American pecple. )

~ Many areas, particularly in the eastern and southern states,
can produce only very small yields unless the mineral content of the
soil is increased through the use of potash and other plant foods.
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recent years as a result of intensive farming, and now that section

* has become the largest potash-consuming area in the United States.

Nlinois uses more New Mexico potash than any other state in the
union, followed in order by Indiana, Ohio, Georgia, Florida, and
Virginia,

Muriate of potash is by far the most popular material, com-
prising over 94 per cent of the total K,0O delivered for agricultural
purposes, and sulphate of potash and sulphate of potash magnesia
6 per cent.

The importance of returmng minerals to the soil can readily

"be seen when it is realized that the growth of one acre of the usual

field crops will remove from 30 to 420 pounds of potash from the

2

Loading machine (right) loads ore into shuttlmr

soil. Ten of the largest acreage crops (tobacco, cotton, etc.) average
213 pounds of potash removed per acre per year.

" Although .the use of potash for fertilizer dates back several
hundred years, no one knows just when or where the farmer first
learned that plants grew better when the soil was fertlhzed with
‘materials containing potash. At an early date the American Indians

* were able to produce more and better crops on land where fires had

burned and also by using fish for fertilizer. For many centunes,

wood ashes have been used to improve garden soils in Europe and’

Asia, and this is still a common practice in many of thé rural areas.
The recognized value of wood ashes for fertilizer created a heavy
traffic in this item in this country as-early as 1750,

POTASH IN CHEMISTRY, OTHER USES

Some New Mexico potash goes to the manufacturers of ‘potash
caustic, and this in turn goes into many important industries. Most
of the finer glasses and chinaware require potash. Bohemian, crystal
and optical glasses owe their exceptlonal clarity and brilliance to
potash. .

Specialty soaps,” particularly liquid soaps, are potash products.
Potash replaces soda in many applications where its properties
yield an improved product.

It is used in the manufacture of matches, vat dyes, television
tubes, pharmaceuticals, synthetic rubber, detergents, photographic
film, insecticides and other products. For many years it was a chief
constituent of explosives, and black g’unpdwder was roughly one-

3
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third nitrate of potash. Closely allied to p{bduction of munitions,
the developement of rockets and jet propulsion depend largely on

‘solid fuels, some of which have included potash salts.

‘Potash salts also have been used in the production of special
aviation gasolines, and certain petroleum catalysts have contained
potash salts. Fluorides have been used in petroleum refining for
special qii,@lity gasolines, and these processes have used potassium
compounds, s

The fluorescent lamp required a special quality glass, and pot-
ash is reQuired iti its manufacture. Many experimental incendiary
bombs during \f\{btld‘Wazj'H were based on potassium perchlorate
and potassium chlorate. These potassium types gave extremely high
temperatui'e‘s, and the igniter of many incendiary bombs contained
potash salts. ; - '

The production of magnesium metal, which was tremendously
increased for the war period, requires potash salts as a part of the
flux to protect the molten metal.

“ A large number of potash salts are produced, ranging alpha-
betically from potassium acetate to potassium xanthate. A wide
range of uses are also covered.

' Potassium nitrate, commonly known as niter, is used as a
curing agent for meats, particularly for hams, bacon, beef torgue,
and coined beef. It is also used as a steel tempering compound.
Addition to tobacco leads to uniform burning, and cigarette papers
are also treated. It also contributes to the flavor of cured tobaccos.

Potassium cyanide is another product used in considerable

tonnage. In addition to uses as a fumigant and insecticide, it is used

_ as a reagent in the preparation of metals such as gold, silver, and

copper. Case hardening of steel uses boih this cydnide and the iron
cyanide complexes. The potassium ferrocyanide is the active agent
in blueprint paper. _ _

" Potassium permanganate is used as a bleaching agent although
it itself is a deep purple in color. It is used in uranium processing
in relstively large quantities. It is used in chemical processes for
‘producing other materials, _ : v

Potassium chlorate is also used in match heads and in-various

explosives. It is the material generally used to make oxygen in the
high school laboratories.

- Potassium bitartrate is a salt that is imported quite largely. It
is the crystal that settles out of grape juice and is known as cream
of tartar. As such it is used in the kitchen directly and also in the

4
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_ dustries manufacturing these various potash products.

manufacture of the tartrate baking powders. Some is also used in
beverages and effervescent salts,

Potassium carbonate is used in glass compositions and also as
an intermediate in making other salts.

-Potassium chloride, which is the main material mined at Carls-
bad, is the main constituent of salt substitutes. Use of such salt
substitutes are prescribed for certain types of heart trouble. The

body maintains a ratio of potassium to sodium and other salts in..~

the blood and tissues. In fact, this ratio is quite critical. Dr. Vellaire,
as a result of a recent study concludes that the modern diet is short
of this essential nutrient. “We are operating on a border-lirie potas-
sium deficiency”, he declares. Orange juice has a comparatively
high content of potassium and is one of the richest of the food
sources. ’ ‘
Actually, the uses of potassium are many and varied, but many
are of a technical nature only a chemist can appreciate. It is of in-
terest to note that plants tend to carry high potassium content
whereas the animals have more sodium than potassium. The plants
concentrate potassium to such an extent that animals that eat only
grass and plant products, must get salt from salt blocks or natural
salt “lick_s". As the diet includes more animal products, extra salt
may not be required and extra potassium salt may be needed for
optimum health. . -
Pharmaceutical supply houses have listed sonmie 35 different
potash products. Of these, nine are quoted in carload lots, 21 in
drum, keg or carton lots, and three in pound lots only. Those listed
in carload lots include bichromate, carbonate, caustic, chlorate,
chloride, nitrate, persulphate, silicate and sulphate. Qur crystalli-
zation plants supply chloride raw material of high p:fi-ity for in-
In time of war failui¢ of one material can havé far-reaching
effects, and in the first Werld War failure of potash supply led to
great djfficﬁltie§. In World War II,” we were able to supply the
chemical i_ndus',t’r’ies with all the potash needed and maintained an
output of fertilizer potash a‘dgquate to continue high crop yields.
Demand was greater than the supply, but government allocations
distribpted the available supplies, and no serious shortege develop-
ed anywhere in the U, S.
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NEW MEXICO POTASH PRODUCTION

. From an cutput of 535,000 tons of poi‘ash salts, equivalent to
317000 tons K,O in 1938, the last normal year prior to World
War I, deliveries had increased by 1973 to 3,960,000 tons of salts,
equivalent to 2,250,000 tons of K;0.

The chemical mdustrles, in 1938 consuming some 14,903 tons
- K0 in their niumerous manufacturers, under the impetus of war-
time demands had increased their estimated requirements to
100, 000 tons K.O by the war's end, dropping back to a peace-time
requirement of ‘88,0626 Kzo tons in 1948. But deliveries of potash
for non-agricultural purposes again had risen to 92,000 K;O tons
in 1973.

The American potash industry, having expanded tremendously
since the war, is taking care of the greatly increased demand in this
country for potash at a price which represents the lowest cost to
the farmer of any point in the world.

The price of potash in the United States shot up about 1,000
per cent in World War 1. But the total increase in World War E—
- thanks to increased New Mexico production—was only 0.2 per cent

Unlike g0 many others, which received government aid, the

Interior view of modern potash refinery in éddy County, N. M.
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potash mdustry 8 , wartime expansion was fmanced pnvately. The

_ potash industry, in fact has been developed with private capital

from its beginning.

I)evelopment of the New Mexico potash mduslry drove the
price of world potash down, and made this important fertilizer
material available to the [armers at lower prices!

CREATING WEALTH FROM USELESS ROCK
Like copper, uranium and 011, ‘potash is worthless while locked
deep in the earth. For millions of years potash lay buried hundreds
of feet beneath the New Mexico prairie, undetected and of no value
to anyone. Like the grass on a western mesa or the trees in a
mountain forest, potash is of no real value until it is converted into

_ a product for man’s use. The prairie grass in itself is of no value to

the cattleman, but when that grass goes into a steer to produce beef
for human consumption, it takes on a real commercial value, It is

- the same with other nutural resourres. Potash takes on its real

value when it is mined and coaverted into fertilizer for American
agriculture or refined for one of its many chemical and industrial
uses. . , L
In the process of mining, refining and marketing, wealth is
created — wealth measured not alone in the dollar value of the

finished pioduct, but wealth measured in terms of payrolls, thous-

ands of persons employed, taxes and royalties paid into local, state
and federal treasuries which in turn, build schools and roads and
employ thousands of men and women, The whole process of mining,
refining and marketing potash creates wealth that touches every
segment of local state and national life.

“Ths story of the potash indusiry is a tribute to the Amerlcan

way of life. It is, essentially, the story of the free enterprise system;
of venture capital and the breed of men it produces—~xen who are
willing to take a calculated “risk with their money and who know
how to build & busmess that will return a fair profit on millions of
dollars of investment.

HOW POTASH FORMED
Some 220,000,000 years ago, more or less, in what geologists
call the Permian Age, a vast arm of the sea covered a large portion
of the Sotithwest. This was an irregular shaped area covering thous-

‘ancn of square milés in what today is eastern New Mexico and west-
ern ‘Texas, Oklahoma and Kansas. Various-types of salts crystal-.

llzed on the bottom of the sea ag its waters evaporated, building up

vastilayors during millions of years, Evensually the waters reced- -
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ed ar.d during succeeding years, the layers of salts were buried to
depths of hundreds and thousands of feet by silt; sand and rock.

United States is mined from this rich Permian Basin, until recently
‘ the only such potash mines in the Western Hemisphere. These pro-
! ducing beds of ore are concentrated in a comparatively small area
L in Eddy and Lea counties in New Mexico, as potash has been found
in only a small part of the Permian salt beds.

How these deposits came to be d.7covered and developed is
a story that goes back to Colonial days. When what is now the
eastern United States was a colony of Britain, a sizable industry

developed from the production of potr‘sh from wood ashes; and .

much of it was éxported to England.’As the eastern forests were
cut down, this source of potash supply was reduced. The discovery
and development of the potash mdustry in Germany in 1865 (pro-
ducing from Permian Age mincral deposits similar to those later
discovered in the Carlsbad area) put an end to the wood ash indus-
try as a major enterprise in the United States.

Continuous mining machine chews into potash ore and loads it into shuttle
car (left).
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More than 9C per cent of the potash refined today in the

: WARTIME SHORTAGE

- The German potash industry was the sole source of potash
for American agriculture and industry up to ihe outbreak of World
War 1. Our complete. dependence upon Germany as a source of
potash was brought home in 1910 when, as a result of the organ-
ization of the German potash industry, favorable contracts held by
American companies were suddenly cancelled. The raising .of prices
by the German cartel ¢aused Congress, in 1911, to appropriate
funds for the Agriculture and Interior Departments to explore for
possible potash sources in the United States. We continued to im- -
port most of our potash from Germany during these years of ex- -
ploration until 1914, when the outbreak of war comp!etely cut
off suppl\es

The United States wis forced durmg thé war years to get what
potash it could from a multitude of expensive sources, such as brine
lakes, distillery wastes, flue dust and seaweeds. The price shot up
from $3D5 a ton to almost $500 a ton.

‘When potash imports were resumed after the war only one of
the 128 producing units that had developed durmg the war period
— that of the American Potash & Chemical Corp. — continued
to operate. Today this plant is owned by Kerr-McGee Corporahon
and is one of the largest U. S. producers outside New Mexico, Its -
method of operation involves the recovery of potash from the
brines of Searles Lake, California.

But that war-time potash shortage had been almost.tragic.
Some persons refused to forget the lesson from the war, and they
insisted that safety for this’ country could lie only in discovering
low-cost American suppiies.

POTASH DISCOVERED IN NEW MEXICO

Exploratory core drilling was carried on by the U. S. Geologi-
cal Survey, but the first commercial deposit was located by private
interests. In 1925 the Snowden and McSweeny Company, exploring
for oil east of Carlsbad, discovered potash salts. This proved to be
a find of world-wide importance. The areda was core-drilled, and it
was established that there was, at a depth of about 1,000 feet, a -
deposit of sufficient promise to warrant the sinking of a mine shaft,
The principal potash-bearing material found was sylvinite ore (a
mixture of potassium chloride and sodium chloride, containing
about 21 to 25 per cent-K,0), the raw ore from which finished
potash is produced (KgO 1s a unit or measure used in pricing and




 As a result of thls \\covery, the Umted States Potash Com-
pany was formed to der\q the deposit. Further core drillings
were made, a 1,000-foot mmu N 7 shaft was ‘begun i in the fall of 1930
manure salts (um-euned ‘ore) were shipped’ throughout 1951 and i
the company turned out its flrst refined commercial potash in Sep-
tember, 1932. America was-at last on its way to becoming self-
sufficient for its potash needs!

. In the fall of 1931 Potash Company of America entered the
' Carlsbad area and began exploratory drilling. Its first shaft was
; completed in the spring of 1933, and mine-run‘ore was produced
for shipment to fertilizer-consuming areas. In order to meet Euro-
pean competition, it was necessary to refine thé crude ore to pro-
duce an almost £’ ske potassium chlorlde and to eliminate the’
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common salt. The first unit of the PCA refinery was
in the fall of 1935.

completed

The third firm to enter the Carlsbad potash field was Inter-

national Minerals & Chetnical Corp., which commenced sinking its
first shaft in the fall of 1936, and produced‘ refined potash from
its refinery in October of 1940.

Duval . Corporation drilled its No. 1 test hole in November
of 1947, Test Hole No. 37, in April of 1949, marked the discovery
of the sylvinite deposit, the site of current operations. Sinking of
shafts began in May 1950, and constiuction of plant and ‘surface
facilities proceedéd concurrently, with the overall “installation
completed in March of 1952, Duval Corporation is wholly owned
by the Pennzoil Corporatlon

Amax Chemical Corp. brought its mine - and plant into pro-
duction during August 1952, Ground was broken for construction
in 1950 after an intensive exploration program which started late
in 1948 and included drilling more than 60 core test holes. This
drilling proved a sizeable deposit of sylvinite and plans were made

to bring the property into operation. Amax Chemical Corp. is
“wholly owned by;,Ama:{_Ipcorporated.

At National Potash Company, start of work on the shafts
climaxed some six years of exploration and preparation by Freeport
Minerals Conipany. Exploration in_the atvea straddlmg the Eddy-
Led county line started in 1948, Natlonal Potash is wholly owned
by Freeport, Minerals Company National Potash entered produc-
tion and started shipping in February 195T7. :

Kerr-McGee Chemical Corporation, owned by Kerr-McGee
Corporation, sank its second shaft in 1963 and began production
in 1965.

At pxesent six New Mexico producers, along w1th the Kerr-
McGee operations at Searles ‘Lake, Calif,, -account for about 92
per cent of the domestic production. The remaining 8 per cent
comes from Salduro Marsh in Utah, (Bonnevi/ﬂ_e Ltd.), the wells of
Dow Chemical Company at Midland, Mich. and from the Texas-
Gulf mine near Moab, Utah.

$200,000,000 INVESTMENT

The six potash companies located in southeastem New Mex-
ico have propgrties originally valued at some $200,000,000. Amax
Chemical Corp. announced its original plant investment at more

n ‘
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than $10,0()0,000. Just a few years later it took an investment of

_ almost $20,000,000 for National Potash Company to bring its plant

to production. Such large expenditures are necessary because of the
almost complete mechanization of the industry, and represent an
investment of from $50,000 to $150,000 for each ]Ob produced in

~ the new mines.

Mining and refining techniques and processes are constantly
being improved and are today a miracle of-efficiency. The potash
plant runs full- tilt 24 hours a day, with three shifts of men carry-

ing on the umnterrupted cycle of mining, concentrating, and re-

fining. Deep in the rhines under-cutting machines bite nine feet
into ore.,Electrxc drills ‘bore blasting holes. Loading machines gulp
up quarter-ton fragments of blasted ore st a bite. Shuttle cars carry
ore to mine trains, which dump the ore in gravity chutes that carry
it to crushing and storage bins at the bottom of the mine shaft.
Here, skips, or hoisting buckets, with up to 14-tons capacity pick
up the ore and convey it to the surface where all kinds of conveyors
carry it from crushers to hot process tanks or flotation cells, to
drying equipment, to storage warehouses and finally to the railroad
for shipment.

When ore reaches the surface it is-conveyed either to storage
bins or directly into the processing operation. Throughout milling
and refining processes, the ore is handled humerous times on ‘con-
veyors of various lengths. One of the first refining processes is pri-
mary grinding followed by further grinding of ore in a ball or rod
mill. Many of the treating processes use flotation cells, in which «
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finely crushed mixture of ore and brine combined with certain

“chemical reagents is placed in tanks, agitated’ ‘and caused to froth

by the insertion of air-bubbles at the Lottom of the tank.

After refining, the final product is filtered in a centrifuge, and
then dried in large kilns before being placed in storage or directly
prepared for shipment. A large portxon is shlpped in bulk, by rail
and truck. The rest is bagged

MINING RESEAX\CH

Developments at some of the vast New Mexico potash ‘mines
have been the introduction of continuous mining machines. These
giant machines rip the ore from the mine walls and roof and elimin-
ate several steps in cofiventional mining methods. One of the com-
panies, Potash Company of America, has developed its own con-
tinuous miner.

Mining research in the ' New Mexico potash basin has resulted
in outstanding new methods. An example, in addition to the con-
tinuous mining machine, i is the “freezmg of quicksand and water
in shaft-sinking operations.

Underground drifts and tunnels are wide, high, well-lighted

Mounted electric drills in use in New Mexico potash mine.
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If all tke tunnels, of
‘the seven compstiaies
were in one line,
they would stretch
almost 8,000 miles,
or 8 times the dist-
ance from New York
to San Francisco.

A continucus minln; machine in operation

passageways leading off through a pastel-tinted world with no tim-
bers or dripping water. Since the potash ores are laid down in solid
beds; with no structural faults or intruded boulders to cause slips
or falls, underground rooms are as much as 14 feet high and up
to 40 feet wide without supporting timbers. The room and pillar
method of mining is used. Under this plan, the mining area becomes
a checker-board with vectangular roems mined out and pxllars of
ore left to support the overburden. ‘Abové.the pxllars lies a solid bed
of rock salt 200 to 700 teet thick. This, too, was laid down by the
evaporating seas of the Permian Age in a solid unbroken mass. This
great bed of salt acts as a giant beam to support the ceiling of the
potash mines; 900 to 1,800 feet deep in the New Mexico earth.

" Tremendous blower systems carry fresh air from the susface
to every nook and cranny of the working area of the mines. Pot-
ash mining is free from many hazards customarily encountered in
mines, and there aie no noxious gases, no explosivs dusts, no dan-
ger of silicosis‘. The Potash mines have an outstanding safety record.

JIIIGH WAGES

There are almost 3,000 persons directly employed by the six
operating. potash companies who receive well over $2,000,000 a
month in wages. These wages are mostly retained in Eddy and Lea
“Counties, and zre reflected in the prosperous businesses of Carlsbad
~and the other towns in the area.

Recent studies by the U, S. Department of Labor, Bureau of
Labor Statistics have shown that the level of employee earnings in

16
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A loaded Shuttle Car with trolley pole application in operation

the Carlsbad potash industry is among the highest of any compar-
able industry in the United States. The average earnings of hourly-

paid workers is more than $35 a day. In addition, health and wel-

fare benefits, only recently established 'in many industries, have
been in effect here for years. Group life, accident and disability
insurance policies have been standard in the potash mm{stry, and

-a pension plan, paid- holidays and other benefits are en;oyed by

employees.
New Mexico potash today is in keen competition on the world

: markets with potash produced in Canadian and European potash
mines (including some where the workers are paid in cents-per-

hour rather than dollars). This compeiition iz being met only be-
cause of highly efflcxent production, a tribute to American labor
and industry.

A wide variety of products currently is being produced from
the potash-bearing beds, These include 60% K,O Standard Muriate
of Potash, 62% K,O Standard Muriate of Potash, 609% Coarse
Muriaic of Potash, 60% Granular Muriate of Potash, 62% Liquid
Grade Munate of Potash, 50% K,O Sulphate of Potash in ‘the
standard, coarse and granular sizes; Refined Potassium Chloride,
99.9%, CP grade, indusirial;'22% K;0-—18% MgO Sulphate of
Potash Magnesia; Manure Salts, 20—22%; and Stock Salt,

The only commercial deposits in the United States of the min-

17
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eral'langbeir‘iite are being successfully mined and benefici.ated here
in New Mexico. Langbeinite is the double salt of potassium mag-
nesium sulfate having the chemical fo_rmula,‘ 2MgSO;-IfgsO4T )
The steady work and high earnings of the potash workers have
given Carlsbad a stable class of residents. Most of "g‘hesvg workers
own their own homes, ‘and others have additional investments in
real estate and business property. The sound growth of Carlsbad,

" which showed an increase in populatior; of more than 300 per cent

from 1940 to 1960, is evidence of the importance of potash to the
city. The Carlsbad, Artesia and Loving school districts get a

large percentage of their local revenue from the production taxes

-
H

on potash.

Kerr-McGee acquired an interest in potash reserves near Hobbs, New Mezxico,
in 1955. An advanced recrystallization process was perfected, shaft sin&lnl
was completed in 1863 and the mine and mill was brought “on streunm:
December, 1965. The complex was operated under the name K_ermac P
Company (a partnership with the National Farmers Union) until 1968, when
Kerr-McGee purchased the outstanding ownership Interest.

18

A MAJCR TAXPAYER

The New Mexico potash industry is a major supporter of the

state government by paying a large share of ‘state, federal and local
taxes. In addifjon to paying royalties on potash production, the
industry pays three substantial taxes which are not paid by other
manufacturers outside the extractive industry. The taxes are:
Severance tax, the Resources Excise tax and the Ad Valorem tax
on production,

In 'addition, the potash industry pays all other taxes paid by
the state’s manufacturing industries, such as: Income tax, Ad Valor-
em tax on tangible property, Sales and Compensating Use taxes.

Most potash is mined from lands owned by the‘_ététe or fereral
government. For this privilege a royalty on the p_l"od\'iction is paid.

Of royalties paid to the federal government, 3714 per cent is re-

turned directly to the state, and 521% per cent is allocated to the

Reclamation Bureau, which follows the policy of spending this mon-

ey in the state from which it came. Thus, the state receives 90 per
cent of the federal royalties in addition to all of the states royal-
ties. Obviously, the potash industry makes a direct, and major
contribution t6 state, federal and local gcvernments.

First potash mine in New Mexico (1931) is this one now owned by

~-Peledyne, . The plant closed in June, 1978.




POTASH PRODUCES JOBS

These products from Carlsbad -~ mostly potassium chloride —
are good examples of producmg, refining and processing to an end
prodact from the source “of supply. Agricultural grades of potash

are fully refined end products needing no further processing after
leaving the Carlsbad area. (They are, however, mixed with other
ingredients for commercial agricultural fertilizer.) Chemical grade
potash of slmasy 100 per cent purity is also produced. Thus, New

Mexico labor is utilized in full and the state and its people reap

the benefits. g .

The consumers’ markets produced by the potash mdustry are
of great importance to the southeastern part of New Mexlco The
wages paid constitute a steady source of income to service indus-
tries of all kinds. Purchases of supplies and equipment contrlbute
substantnally to the Carlsbad commumty s favorable economy.
Freight charges paid on shipmente originated from the industry
have been estimated to exceed $178,000 a day — more than
$65,000,000 a year!

EXCESS PRODUC’I'ION

Although Amerlcan agnculture and mdustry are using more
than 21 times the amount of potask that was used before World
War I, the American potash industry has more than kept pace with
that growth. Current supplies of potash are more than enough to
meet current demiand. This is true in the United States but not
in the world due to the population explosion. .

For many years the United States was ihe world’s leading
producer of potash but Canada has overtaken us and is expected
to lead for many years to come.

In addition to this avalance of new Canadian productxon, new
potash mines and refineries afe ¢oming into production or are in
the planning stages m England, Russia, Australia, The Congo and
Ethiopia.

The long-range outlook for the potash industry continues to
be favorable, mainly because a strong demand factor exists. This
‘optimism is not only attésted to by the new production in Canada,
but also by planned production in other parts of the world.

Many potash producers are basing their plans on the simple
fact that fully half of the world's three billion people do not have

20

This Nordberg Hoist' with 11-foot diameter -drums can be operated either’

manually or aufomatically. This modern, 22,000-pound hoist lifts the ‘potash

ore under automatic control to the surface where it is crushed and processed
into finished products,

enough to eat and that there will be six billion people in approx.l-
mately 35 years!

With arable land comprising only three per cent oi the earth’s
surface, it is obvious ‘that food production must be doubled and
redoubled for generations to come.

Although the United States has excess potash production
capacity, imports to this country have increased in recent years.

These imports are facilitated by the high freight rates ‘from New

Mexico to the Eastern Seaboard whick at present enshle the

importers to deliver at a lower price than the delivered price from
Carlsbad

POTASH FOUNDATION

In 1960 a new foundation for international potash research ;

was established and an inteasive campaign was launched for export
sales. Potash exports have increased, but they are hampered be-

" cause American potash deposits are so far from deep water ports.
“"New Mexico producers have the problem of high rail freight rates

to port before domestic potash c¢an be loaded into vessels for the
world market. European producers can deliver their potash to the
East coast of the U. 8. cheaper than American producers can. Cur-
rent freight rates from Europe to an East coast port such as Nor-
iolk, Virginia of around $17 per ton compared with rail ratcs from

Carlsbad of $25.04 a ton!

"
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Twin electric locomotives pulliig a loaded potash ore train of 32 cars,

each holding about 5%, tons. These haulage units are equipped with

trolley-radio phones for two-way communication with other haulage

equipment and with the central office at the dumping station.

Further safety is provided by a complete block-signal system on the

main underground railréad. There are thousands of miles of under-
ground tunnels in the New Mexico potash mines.

New Mexico producers can meet this condition only by a high
level of operating efficiency and productivity, as a large percentage
of the potash tonnage used in the United States is in the coastal area
which can be reached advantageously by European shippers. And
this area is now being expanded greatly by opening of the St.
Lawrence Seaway to low-cost ocean freight.

VA RYAWNE A i OIxw

ununumn l"U lﬂDﬂ N

Vast new deposits of potash in Canada have been brought mto

production. The Canadian potash beds, in the Province of Sas-
katchewan, are regarded as the largest future source of potash in
the world. The vast Canadian deposit is more than 300 miles in
length, and the ore beds are both thick and rich. They are at depths
ranging from 3,300 to more than 7,000 feet. The world’s largest
potash mine has been brought into production recently in Canada
— and is being expanded. The world’s first potash solution mine,
at a depth of more than 5,000 feet, is in Canada. And dozens of
other firms, from several countries, have potash interests in
Canada.

22

This man-trip jeep is used to transport men s.nd materials from the bottom of
the shaft out to the mi

The world’s first langbemite ﬂotatlon system at International Minerals &
Chemical Corporation’s surface plant.

23
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d a Ram Car and is used to transport
faces to belis where it unloads itsell automatically.

-

This huge battery-operated vehicle is calle
ore from the mining

the lobster-like
car in the rear.

The loading ‘machine in foreground loads itself by means of
claws, then aansports the ore backwards to the waiting shuttle

24
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CASE 5497
Page.......... 2 .................
COMMISSIONER RAMEY: Case 5497. L

_MR._CARR: Case 5497, Application of Mesa
Petroleum Comeany for creatibniof two gas pools and specia1>
rules, Eddy County, New Mexico., - _

MR, HINKLE: Clarence Hinkle, Hinkle, Bondurant
Cﬁk“and;Eaton abpearing on behalf of Mesa. If the

Commission please, in view of your ruling on the other case,

“_‘ we' believe that this case ought to be continued until the

vsgme_time; The Application originally included both of
these cases. The Commissipn‘splic'it into two cases due
'tb'tne fact that the prdtest{only~related to the"drtlling
or the location of the well but 1 sée no reason why we
can't take it all up at the same time, If we can' t drill
a wellvbetween now and then, the‘rulés are ;mmatefiéi
enyway,, so we might as well continue the whole thinﬁ,

COMMISSIONER RAMEY: Are you going to make an

{lappearance, Mr, Blackman, in this case?

MR, BLAGKMAN: Under the circumstances, no, I

didn't have any objection anyway, but I will just leave my -

‘appearance out of it,

COMMISSIONER LUCERO: 1In other words, Mr. Blackman;

{you will Join in the request for continuance of this other

case?

- THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501

TEL. (505) $82-0386
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CASE 5497

MR, BLACKMAN: Yes. The only objection that I
would possibl, have is if we heard thdt other case, the
implication might be that we were allowing them to drill,

but that isn t in there and there is no ‘reason. why it can't

come out at another time, ‘ - =

If it please the Commission, I would like to make

A

a ré%ﬁestﬁwhich I neglected to do. I would like to ask

the Commission to accépt Mr, Cummings as an expert witnessni

"2in this case. He has already been qualified in other

cases before the Commission as an expert,»but I neglected
to esk»the Commission at the startfof his,teetimony.

A;QOMMIS§TONER‘ﬁAMEY: I think the witness 1is
qaalified - |

EERT S
{0

" Case 5497 will be continued to September 3rd.
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CASE 5497

Page......... .. 4.
STATE OF NEW MEXICO )
- ) Ss.
_COUNTY OF SANTA FE )
I, RICHARD L. NYE, Court Reporter, do hereby certify
that'the‘fOrégoithand attached Transcript of Hearing
"before the Néw beiéo Oil’Conservation Commissibn was
reported by me, and the game is a true and correct recotd
Offﬁhe_§aidiproceedings, to';he_best of my knowledge,
skill and ability. | |
V24 “’
. THENYEREPOKNNGSERVKI
a ) STATE-WIDE D:POS!TION NOTARIES
225 JOHNSON STREET
SANTA FE NEW MEXICO 87501
TEL. (505) 982-0386
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Page 3

MR. STAMETS: The Hearing will come to order,

please. We will call.the next case, 5496.
MR. CARR: Case 5496, application of Mesa Petroleum
Company for\anfﬂﬁorthbdox gas well_location, Eddy County,
New Mexico. | |

MR. STAMETS: Call for appearances in this case.

MR. HINKLE: Clarencé Hinkle of Hinkle, Bondurant,
Cox #nd“Eaton‘appééring éh‘behalf of Mesa Petroleum Company,
and “we élso have aséociated with us Déh Dent, general attorney
from Amarillo with.Mesa.

iz/ﬁouid like“fof fou‘also to cai}Tthe next case as
 I would like to make a motion that these £wo cases be con<
séiidaﬁédfforitbe purpose of this Hearing.

MR. STAME&S; I présuﬁe‘You"haVe all of your .

iteStiﬁony, |

, ﬁR"HiﬁkLE: Well, our exhibits cover both and it

will»save time and save the record to‘have'them as one.

‘ , MR. STAMETS: Let's call then, Case 549%7.
MR. CARR: Case 5427; application of Mesa Petroléum

Company for creation of twofgasfpools ané special rules, Eddy

County, New Mexico.

I!hould like-to'move'that these two

MR. HINKLE:
. cases be consolidated for the purpose of takihq_testimqny.

MR. STAMETS: - Case 5496 and 5497 will be consolidate

)l for that purpose.

al
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< 1 »Mk. HINKLE: We have two witness’es and several
2 || exhibits, but before proceeding I would like to. point out
R 3| that this application was originally filed for hearing before

-8

;| BY MR. HINKLE:

Lo

23 || examined and testified as follows:

~ DIRECT EXAMINATION

4 the full Comm;f.ssion due to the fact that the propo{sed location
5 ’is in the potash area, coming under R-1ll1l, and the heafing
il e was héd and the Potash Company of P;raer’ica ptotested.threﬁ(
| 7 ’Jﬁi’)it;iica‘tion“ahd then (a‘skéhd for a cortinuarice of the case to

’cjiVe“them permission to drill three core tests around the

,.; g o pr‘op‘osgd well, which they did, and it turned out, appar.ehtl&,
ffwgfll qu‘ 2 0l that they aidn;t, gét any potash in a’p’préciab*;l.e:ﬂ guantities so
:71.7 @.ggi§§§[ ol e - \ = . o '
: i | %;a 1" tne‘y. w1tha§:'ew the pr?test, so consequgntly there is no
) ﬁ agi% 24 protest as far as the 'Po'tﬂésh. Com_pany- is concerned in Case
.' “’i,_h E%ié‘: 13| 5496 as to the location in the potash area.
: S g : . : _ . .
EE; ;é%éég g 'vaaVe télked with‘Carl Traywick!with“ghe USGS and
m, s m,gﬁg i ”151:' he t}”as;.autho'rizéd me io- sté_te_ that as far as the UsSGS is '
": ' :é 16 qon’cérned they are williﬁg to approve the io‘caéién if o,
“ , ' 17 ‘apprb,jved'by' the OCC. |
‘ S [13 T We-Ahé\}e{ two witnesses we \;iou;’c'i'iike to have sworn.
,»- o 19 ° . MR. STAMETS: Will you stand and be sworn, p‘leas’e?f
| 20 | o (THEREUPON, the witnesses were duly sworn. ’
f o . JOSEPH W. JEPFERS

22 || called as a witness, having been first”duly sworn, was
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Q State your name, residence and by whom you are

employed? » ' .

A, Joseph W. Jeffers, Midland, Texés and I'm employed

‘by’Mesa'Petrolgum"Company.
0 ,What is your position with thé Company?
A Geologist. = ' "

Have you previously téétified pefore the Commi.ssion?

0
A I have.
Q And yoﬁr qualifications as‘a_geéiqgist is a'&;tter
of record with the Commission? |

A It is. B ' . _ - ©

0. 'HaVe'youjprepared‘Or has there been preparéd undéf E‘v
Fyou£ ﬁirécﬁion'bertain exhibits for intrdductién:in’this, 'é
case? | ‘
A ﬁ §es,.§ir} '5‘%
\Q And they are the:exﬂibits which'ha?é*beeniéérked' é

“one through foﬁr, 1 believe? | % .
i anat b astrest:

0 Have: you mgde‘a study!of<the area that'Ié'ihvoiVéd '?'

"in this case? ' ' ‘ ' .

2

Yes, I have, sir. v o o
Are you familiar with both applications? ¢
Yes, sir.

The one 5496 and 54972

_I am.
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Page 6
0 What is Mesa seeking to accomplish?
A, Mesa is trying to get a location to drill a Morrow l

test approximately fourteen thousand feet at -a location

nineteen eighty from the west line and thirteen fifty from

the north line of Section 18§, Township 23 South, Range 30
| East. -

"MR. STAMETS: If I may ask & question at this point?

I take it £rom your testimony then what has been advértised
és the alternafive location is the preferred location?

a That is correct.

0. (Mr. Hinkle continuing.) gou‘désirevtOAabandohﬁthe
originalilocation'and,go to the»alternétiverlocation?

‘A ;That:is'borrect. |

o What eléé‘are you asking for 54972

| AWe-areuasziﬁqifor‘six hundred,ana fOrty;acre
sbaéipg for ihe Morrow ‘and the Strawn formations.

0 Now, réfer'to'Ekhibit One and explain what‘this
‘is and what it shows? o o |
| A Exhibit One ié.algeﬂeial plat in then&ash'ﬁﬁit
Afea. _it is on a séélé of one inch equals £wo thousand
feét, covering primarily a portion of-To%nship 23 South;
Ranges 29 and 30 Ea;t, Ed&y County, New Mexidb. 'It shows
the Nash Unit outlined in‘fed.w Is it oﬁtlined in red On.
 yours?.‘i£'is 6ut1ined in a hatcheréd‘lihe and is designated

as the Nash Unit Area.
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’ Page 7

In addition, it shows the owneréhip»of the oil and
gas leases within the Unit Area and the surrounding area,

the location of the initial\Nash Unit Numbexr 1 Qell ccmpleted
in the Strawn and Morrow‘fofmations; also, the location of
othér wells in the surro&hding area which have been completed
in tbe‘WoIfcamp énd Morrow formation§. The plat also shows
thé proposed development(iocatibn of the Numbef 2 well on a
Stéte lease thirteen fifty from the north and thirteen
ﬁéfhredlfrdm the west line 6f Section 18, 23, 30 and the.more

desirable alternate location for the Number 2 well located
thirteen fifty from the north and riheteen eighty from the

S

west line of the same section. ‘The exhibit also shows the
pétash leases owﬁed by Duval, Incoxrporated, Hodges—PCAfand

the area which is unleased for potash, these are indicated

the tliree potash core tests are indicated'in'Sectionvf8.

These are the three core tests that were drilied by PCACto

determine if there was any potash ore under the northwest

19 || quarter of Sgctibnyls;

0. _ 0 Do'§6u-have’any’EUrthercommeqté with respéct:tOv
21 || Exhibit one? S “ &
22 i' ~ No, sii.v
3| Q Refer to Exhibit Two and éxplain Qhat'thiﬁ is and

what-it ghows? i
25 A Exhibit Two is a. geologic structure’ﬁab\contoured
T s B T

in the legend by various codes. In addition,. the location of

I
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1mmediate area of the Nash Unit. The elsmlc control is

datum of the:DeVOﬁian’byfeach shot point. The welljcoutrol

hundred feet reglonally and flfty feet in the Nash Unit

»1ndlcated by the dashed contours.

23 Southy Range 22 East, and has two color rlngs 1nd1cat1ng

Page 8
on tcp of the pevonian formation. The scale of the‘map is
one inch equals two thousand feet. The map covers a portion
of southeastern New Me#ico in Eddy County. primarily Township
23 South, Ranges 29 and 30 East. The Nash Unit Area is
outlined in red and the Mesa lease position is colored yellow.

The map was contoured utlllzing regional’sub—

surface 1nformatlon from well control overx the Delaware Ba31n

and TransitiOn Zone of southeastern New Mexico in: conjunctlon

with the reglonal seismic 1nformatlon owned by Mesa Petroleum

Company and addltxonal seismic control shot by Mesa in the
depicted on the map by numbered shot 901nts w1th the interpret
is indicated by well symbols"With the_correlatiVe»Devoﬁian-

datum by each well symbol. 'he COntOur interval is one

The producing formatlons are colox coded to

correspond with the production legend on the m

iv

The Mesa Number 1 well is located inﬁSection 13,
a dual completion from the StraWn,and Morrow formations.

The proposed location and alternate location in
Sectdon 18, ToWnshlp 23 South, Range 30 East are 1nd1cated

by the arrows on the map.
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'weil on a ver;ical scale of two and a half inches equals
~ohe hunéféd'feet.

'potentlal zones not completed at this time.

“?Bf%iﬁféefpoine‘ulne one- nlne mxlllon cublc feet of: gas per

‘day on Januaxry 20th, 1975 from perforatlons thlrteen one

'fltty feet.
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The potash core tests in Section 18 are also
indicated on this map.

Q Does this indicate that the alternate location is

‘at a more‘strategic peint as far as the,geology is concerned?

A Wwe feel that it is probably structurally as good

s ‘the originally proposed location and pfobablywbefiei

istfatigfaphically.

Q Refer to Exhibit Three and explain'thét; pleaée?

A Exhibit Three is a portlon of the Number 1 Nash
it shows the productive zones and those

ha

The Mesa Number 1 Nash well was spudded June 25£ﬁ;

&

seventy—-five feet tO thirteen six oh nine feet overall The;

total depth drilled was thlrteen thouSand eight hundred and

| The initial flow from the Str;wn-was one poiﬁﬁ
geven million cublc feet of gas per day from perforatlons
twelve thousand one hundred and thirty elght to: twelve
thousand one fifty feet, June 3rd, 1975.

The perforations for these formations are‘indiCated

on Exhibit Number Three.

iy
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Additional potential pay zones are indicated on
Exhibit Number Threg in the Wolfcamp formation shown by
DST Number 3, eleven thousand thfee forty three to eleven
thousand five tﬁirty—five, and the Delaware Cherry Canyon
formation indicated by DST Number 1, four thousand and

seventy-two feet to four thousand eight hundred and sixrtyrw

feet. Additiohal péy in the Cherry Canyon is»indiCated by
log analysis at an intérvai below the zone tested in this
well. )

Both of fﬁes% zones are indicative of commercial
production, the Cherry!Canyon by oil and fhe‘Wolfcémp by-f
iga% production. '

0 Refer to Exhibit Number Four and expiéin what this

i

shows?

A Exhibit Number Four is a stratigraphic cross

‘section from the Skelly Number 1 Forty Niner wéll located

ih‘Séctiéﬁ 16, Township é3 South} Rapge\BQ.East;sthrough the -

in“Se¢tion 24, wansﬁip 23 South,fRangef29‘EaSt. The cross
séctiop is on a vertical scale of two and one half inches
equals one hundred feet, thé horiééht@l scale repfesents

the relative distances between the wells, tﬂe distance between
the wells is noted on the cross section. The por£ions'of

the logs pf the wells shown are those stratigraphic sections

_producing or completed in the Number 1 Nash well. The

Number l"Nééh‘Wéii“td”the”Tekaéd”Numbér“l_Remuda*BaSinflccated:»~~;

R R

i
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d‘ perForated units are ihdicated in red. on the depth scale. The
2 purpose of the cross{sectlon is to show the relatiOnshap of
3[ the produc1ng zohes in the Number 1 Nash well with the
4|l correlative zones in rearby wells.
5 Q. .ﬁo'YOu have a pipeiine connection at the present
6 time on ‘the Nash Number 1? . L
7 A Yes, the first gas was sold June 5th, 1975 to- | b i‘
_‘8 Transwestern Pipellne~Company at a prlce of‘;lfty‘one cents ;
';5 '-per MCF plus a BTU adjusﬁment.y Tha- combined rate of gas )
710 sold was four p01nt three million cublc feet of gas per day.
‘if Q - Mesa is the unit operator of the Nash Unlt? e ' »3
12 h. That 1s_correct. %
A;jéi 0. Has Mesa as the unit ope:ator filed a;ﬁiaﬁdwithdf-‘ %
14 ivthe Comm1531oner and the USGS of developnment? | é
i% g&,'d’Tuisuclan was dated April 21st, 1975 and was flled g
isv 'on ot about that date with the Superéasor and Comm1s31oner f"’. %
17 of Publlc Lands. ) N é
1#1 _ »Q - Has thls been approved by the Commissioner and the é
| vses? | .
fﬁd A The plan of development was approved by Ray D. Graha ’ 'Lh !
‘2f " pirector of the Oil and Gas DiVlSlon for the CommlsSLOner of
é2 Phhlic Lands.oh ApriiTBOth; 15 5L~~;t-hasdalsg-been Ap,poved .
‘23| by the USGS.
Y 0. Is the Nash Number 2 well projected to be completed; |
25| dually completed, in both the Morrow and the Strawn formations -.é
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'ﬁriliing of uﬁhecessary wells Eb'the,Strawh‘éhd'Mdrrbw i
.fofmatiOns; | | | l: %
“It‘is my ﬁndefstanding'that ordinarily when speéial’ %
ruleé;ate'adobted,.including six hundred énd‘fdfﬁY’acre (g
fsﬁaéinq;proviSi;n_ig:gade_thag;gach well shall be located ﬁ¢<' é
"neérerxfhén gixteen hﬁndred aﬁd fift§Ifeet tO“tﬁé 9§te;f ] %

.affected area after due notice and hearing.

Commission as to the adoptioh'of these rules?

“  Page 12

A Yes, sir.
0. Now, Order R-111-A of the Commission provides that

upon the discovery of oil or_gaé in the potash area, the 0il

=

Conservation Commission shall promulgate poo1 rules for the ”
Do you have any recommendations to maké‘to the

" A We believe that under the circumstances, six hundred

and forty acre - spacing should be adopted to. prevent the

bOundafy of the section and no nearer thén‘three*hundréd énd‘f* 

thirty feet to any governmental quafter-qdaréér section

ing that this wéil be located at an unorthodox location
'thitteen hundred and fifty'feet from the north line and
ﬁiheféen‘hundred-and;eighty feétvfrbh the west 1iné of
Section 18: This will locate the well at the optimuﬁ
stxuctural and stratigraphic‘locatipn in Section'18 for
production'ahd’resérvpir drainage from the>Strawn and

Morrow formations.

line. 1In the case of the Number 2<Nash well, we‘are‘réduESt—’Wﬁ“é

ﬁ e H L
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Q- Are you seeking- an exception as to unorthodox
location for both the Number 1 and the Number 2 well?

A That is correct.

Q Do you propose to dedicate all of Section 13 to the-

Number 1 well and all of Section 18 to the Number 2 well?
A That is correct.
0 Were copies of the application filed in this case

méiled to all of the owners of offset oil and gas leases?

A Yes, sir.
0 . Have you had any objections from offset owners?

A No.

N

Skelly, Texaco, Perxy R. Bass and Pauley Petroleum.

tion be in the inferest of conservation, the prevention of
waste and tﬁg protection”’of correlative righte?

e

to the Commission?
A No.
MR. HINKLE: I would like to offer into eviaence
Exhibits One through Four.

MR. STAMETS: Exhibits One through Four will be

adﬁitted.

0 In your opinion will the approval of this applica-

0 Do you have anything else you would like to submit’

0 : Have you obtained waivers frqmvthe offset operato:s?wl

A Yes. Roy G. Bar£6ﬁ,'Hannagan and Hannagan, Phiilipé:f

!
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e ,‘f - 1 " MR. HINKLE: That's all we have, Mr. Examiner.
» . ) - ..
. B 2
. Y R - " CROSS_EXAMINATION
a| BY MR. STAMETS:
. 5 ¢  Mr. Jeffers, in Sections 16 and 21 and 23 South,
:M y 6 [ Range 30 East, find the two Skelly Forty Niner Ridge Unit;'
7 "Wells; do you know what the spacing is for those Morrow wells? .
4 8 A'  Six hundred and forty acres, I believe, I don't <
L s o | know whether they have gone before a Commission hearingto « | -1 = =
'é 8 10| get it, I don't know.
,.; » r{;g» . V - ’ - o “ . :
B i:‘é’;“ 1nl]lT @ You don't know? Ia the absence of special pool
= ) so’ N . ) ) S ‘ . ‘ . g :
i, §§§§ 12-3. rules what would the spacing be?
R a"gg% 3k A.  Three hundred and twenty:acres.  ° ' o B EE
e £ 358 R o : - R : |
L : 2 . O : : : - . R 3
E 2 14 Q And the Commission's records would reflect whether
R e & . S s : :
S BeE L - . rg
BT ST, ,%f =45 or not there were special pool rules?
S s ~ 8 16 A That is correct. .
IR 2]l @ Do you have any knowledge as to whether or not |
- : 18 ‘ “¢he c:omplet_ions of these two wells indicates inter-connection ‘
ST - g . . . JRO T . FENT e e B ;L
. : X . 4
19 || of the Morrow producing sands between the two wells? ¢ ot
A M 2" '~ A-  The correlation indicates that the two wells could
Q"l_,--.? : ,:-;f. v : "2,, be draining the same resé:voir, however, the engineers that
‘ 22 || I have talked to at Skelly don't feel that they have got
‘ 23 || good communication between the two wells.
24 ” Q. This would be typical of Morrow sands? B |
{_g——i' : 25 ‘ A That is correct.
g -t ) . §
! 3
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1 ) 1 Q Referring to your cross section which is Exhibit
) 2 | Number Four, looking at the Morrow sands across there it
. '3 would app,ear as though the general ‘zones are correlatlve, but ‘
4 || the production is not continuous across there, is that '
. ‘M | correct? ‘
. s s ‘
- sl A  That's the way I feel. | ﬂ
‘ EUR 7“ ) Q. 4 I'Again‘t_his is a typica'l Morrow situation? a - ' v .
g .-'8‘ ' A~ Yes, sir. | U
‘1 g g 0 Now, what about- the Strawn, I notice on»-'the cross
@ i
;‘i’_;‘f" ?é E 10 "Séctron you have three wells and ‘only one of them is producing
2 : iié‘: oo | A The Strawn in the Skelly Forty Nlner was not tested,
—_ E§§§ :_ 11’2’ nor was 1t tested 1n “the Texaco Remuda Ba51n. The Forty Nlner
;% ~ %gg% 13 ‘-wellj uhlch is on the right side of the cross section doesh't
2 : EE%E » 14:_ indicate any reservoir potentlal in the Stra_Wn. The ‘?exaco
_,.,} :; 2‘%‘ 15 ‘A Remuda ‘Basin indicates a poss:.b:.llty of Strawn product:.on.
< ’;4 8 ?15» o Do you have any evidence whatsoever in this area
‘f__. i.h; Y “r"t indicates that this well is capable of or is d’rainlng
& i - 18 a slx hundred .and forty acre tract? ‘ ‘
%} " éo »Qt Refer’ring back to ~Exhib'i‘t ﬁumber oOne, it would
2 _‘;‘ m ) 21 -appear there ‘is quite a blt of the acreage 1nside the unit
3% “ - ) ‘2‘2 houndarvy, is there any reason why Mesa couldn't go ahead and
- ﬂ 23| develop this acreage on a six hundred ‘and forty acre spac1ng
o '24 pattern regardless of what the Ccommission's regulations are?
g ~‘; : _' 26 A It is possnale that we could develop the acreage
» P
;,h - ' %._;,w:‘“%%m o . o . X
;
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1l on six hundred and forty acres without a special six hundred
and forty acre spacing, however,

which in all

fsectlons and if we had to fight ever
peoole in three twenty S,
»to drlll and this is in R-

’,to the drllllng in the area,

16

17

;_tis? : |
\14“ A I-don'tthelieve'there are, but I'm not sure‘ththatz
‘ “answer. - |
‘ | B Now, I belleve you also made a statement that w1th
usixwhundred'and forty acre spac1ng unnecessary wells wouldfbev

18

-t
P

20

a1

22

23
24

. 28

h Page.— 16

we are in a potash area

likelihood we would be able to get a six hundred

and forty acre spacing and drain the best we could the

Yy locatlon with the potash

that would be twice as many wells
11l-A and we have had objectlonsf
so we think that the development

on le hundred and forty acres is the most fea51b1e<way £0 9o+

0 Is there any rnason under. unit operatxons that Mesa

couldn t go ahead and develop this on six hundred and forty

spacing regardless of what the standard spaclng in the area

if these wells aren't capable of dralnlng a full

“eliminated.
could we then refer

hundred and forty acre spacing tht,

mA
2 Ve e =

to the second well on the six forty.as an unnecessary well? -

A H" Well, it is hlghly unllkely ‘that we would get to
acres based

drill the second well on the six hundred and forty

on the potash problem.

0 f Nonetheless, though, would that affect‘whetherﬁor

not the well would be necessary in order to drain the three

fombmeretenr— ]

el el

et i s,
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s 1§ twenty? |
’ 2 A Can you rephrase that?

Q " you refer to in essence the second well on the

put if a second well is

six forty as being unnecessary,
required to drain the six hundred and forty acres, could you

as .an unnecessary well?

then refer to that

ime refer to it as an-unnecessal
i ’

b

A, quI'wouldfnot‘qt that t
well, however; the economics of the drilling in the area
would in 1ikelihood precludé a second well’in each section tp_'

i
87501 .

10 || the Morrow formation.

tically with |

\
service

ct which could change drama

g Service

0 That ;sﬁa*fa

8
g
=
S wads
~ . 83s% the price?
0 %éi@' o L
o §§¥§ A Right, and the developmént of the field. ‘
R S8 - . ,
It . -3 . - T a - K i .
I Egz; : MR. STAMETS: AnY other queistions of this witness?
s MR. HINKLE: I have.
TR .8 ‘ | | :
AJ EET & %
| - REDIRECT EXAMINATION 3 |
BT '\\ “BY MR+ HINKLE:
B | : o et :
ol @ Mr. Jefiexs; referrigq,to'gxbiﬁit ﬁumberfoﬁe;”thES'?

plat indicates that the west half of -the ndrthwest"qﬁarter

t half of the ndftheast quarter of 13 are

R - 21 || of 18 and the eas
- 2 || state lahd?' - :
; 531 _ & That is correct. é
R . 24 i) It wdﬁld'make a difference, would it not, in the . E
- 26 allocaﬁion of that producgion as to whethex you went on a
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Page 18
three h#ndred and twenty'acres or six hundred and forty acre
spacing unit?
A That is correct.
0. Aé”far a8 the State intereét js concerned? But

outside:of that there is no reason why Yyou cah'tedevelbp>ig,

Leitherfoﬁ,three twenty -or six forty as far as the Unit is

Il concerned, is that correct?

'a  That is correct.
 MR{JéTAMET§=~ In that reqard‘thén-cpuld Paf€ici§agi§'
areas be estébiished=which.wou1d have the same effedé’aé A
Bpacing_uhits? | , |
A Yes.

MR. STAﬂgTSEV‘AnY"fufthér_questioﬁs? The withess .

i || may be excused.

" MR. HINKLE: I have one othex witness, Mr. carnes.

"1, M. CARNES

called as a witness, having beegﬁfitst,duly sworn, was

~examined and testified as follows:

- DIRECT EXAMINATION

| BY MR, HINKLE:

o Staté y6ur'name, ybur.reSidence and by whom you

~ are employed?

A ';La M. Cafnes, I'm employed bvaesé Petroleum in

Amarillo, Texas.
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0. what is your position with Mesa?

A Manager of Resevoir Engineering.
0 ~Have you made a study of the Nash Unit area, as far
as reservoir is concerned, based upon the discovery wells?

“A Yes, I have. -
Q ‘Have you’previouelyuteetified pefore the Ceommission?
A Yes, sir. ' . _ ','& |

Q. - And quallfled as a petroleum engineer? | , b ;
A ;Yesi;sir. o |

¢
: v
i
,
-
0
@ i
[+
. 4
, ‘
R RS o ‘ e B |
) ~ H :
A "
: . P, . .
, 3 , ,

0 Are your qualifications a matter of record with

”11»'the‘Commiseion?

;421 . A 1‘ Yes, sir. ‘

jé» ﬁﬁ.fﬁiﬁ#LE; “Are‘his;gualifications accebtable?
S el | MR. STAMETS : They are. |

15“ bQ! | (Mr.. Hrnkle contlnulng ) Have-you prepared‘or
S8 bas7there’been<prepared under your directien 1nstruments

v17] which have been marked Ex”{blts Flve ana-S;x°'
F‘rjé1ﬂ ’E: Yes, sir.’
;.];;hr bat Refer to Exh?git F1ve and explaln what" t'i

'ivsﬁbva? | |
-A Exhlblt Flve 1s a tabulation of completron,;eurrent R

| 10cated in the n

produotion and pressure hlstory data on Nash Unit Number One,

ortheast quarter of Section 13, 23 South,
29 East, Eddy Coun£Y, NeﬁtMexico.

éome of the information shown here under -the

[
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Jeffers as

general category has already been covered by Mr.

2 | to the spud date, the total depth reached, the perforations

the AOF of the Moxrow, and

: - 3 ‘of poth the Morrow and the Strawn;
‘ the date of first production, and the purchaser, Transwestexn

5 | pipeline.’

However, the information under the topic of current

‘ dproductlon and pressure data on the lower half of»the'page

€%¥’ *nas not been covered, so I w11l get lnto that in a llttle

ﬁ;b d¢5“§ | 9pdt more_detail. -

H ‘Efﬂ% | ‘The current production £rom the” Morrow zone is |
‘»{31 igt%gge t‘ftwentY+eight hundred MCF per»day at a flowxng tublng pressure é
<f*ﬁ:p‘f€;§§§'; of twenty—flve seventy-five psxg. Thls was based on a test on %
T 2%?;% 1 August the elghth, 1975.
S DR, - X124 1 : o
Egz;’ﬁ | At the same date the Strawn was not flowing, due
_;6% I to problems of 1iqu1d accumulatlon in the well bore and | j
pf?;%p :f',;g’ low flowing pressures. The sixteen flfty psrg pressure ; 7
. iﬁﬁ }, - .{i. shown for~ the Strawn really represents a shut—ln casing :

‘"ﬁtf_ 18- »pres_u rathex than a flowxng tubing pressure and that'

- -ff”fi 15“ is’ noted on thls exhibit. | o
nz'f} § éo | The or1g1na1 bottom—hole pressure in the Strawn

1 ‘-f'd 21 gwasiseventy-flve elghteen psia.» This was taken on Ontober 11t 1
'“:?f ‘ 25“‘1974 and was based on extrapolated drill stem tests.

if %l;‘;” » 23 S A reCent'pressure ‘on May 23rd, 1975 was only

:fv'g!. 24 f;fty-four twenty~n1ne ‘psia. This was taken after several
‘fdiji vk monthe of problems in segregating ‘the production from the
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P {' * : . 1 || Morrow ana Strawn zones through a cross-over assemnbly which
< 3 2 || malfunctioned. We were attempting to take the lower Morrow
s - : '3 dry gas and bring it up through the cross-over assembly and
; 4] into the tubing casing annulus.  when this was not achieved, #
? ? 6 || due to the malfunction’of"the éross—over assembly, we then
S | 6 shgtfin‘the ﬁpﬁér z§ne, the Strawn, ghd flowed tﬁé Mérrow
E j  ‘%‘ ”" | "7 ,diré¢t1§fup through the tubing,vfrém the bqttOm'right“thrOugh ’
-%é f i | j - Bb ihe tubing and to the~purchéser'shline. v V
i; | 3 9 © So this is the reason then that the Strawn is shthi;;
; g .
;-J .% fg_ 10 because it did not flow at a desirable rate up the tubing
; e :; | agéﬁ , 11 cas:mg an.nulu;; It is also the reason, be’ca_use of the -~
i-*, ‘E§§§ 12° ~VII.;‘:i;"‘quids in the Strawn, that we wanted to put it into the tubin
Efj  §§§§%: "-jg_ and bring the>MorroQ’into the tubing casing annﬁfﬁs}“ |
: : o Eé%ﬁ wll - e Do you have ‘anyth'ing further with respect to
. 50% \v 16 || Exhibit Number Five?
SRR R . .
. : & < el A No, I do not.
j;';t . a7 . 0. Refer to Exhibit $ix and eXplain’that?'“
;T: »L' - _,H1§! © A -f Exhibit éix is a tabulation of the volumetric
iafﬁ  \“‘A - »}gﬂj?éger§e-déta,-the resérQe détérmined from these dééé ana’
# éf? | . Ta,jé ‘the economics fo: both a three ﬁuﬂdred and twenty acre and’
%iz ' | BPIE a Six-hundred andrféity acre Morrow'gdsvwell.
‘téi A‘ 22 S It-indicates that the Morrow.gas recovery based
g%i -v_ 23 || on SeventYefiVe pe;cgﬁt of the ga§'in place would be four
: é‘H v 24 || hundred and eigh%y4tﬁrée MC?Vper acre foot. Tﬁe_gro#s,gas

;§~J t reserves, then, based on this recovery of four eighty-three
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B R » Page

}
pre

MCF per acre foot, the twenty-six feet of net pay in the well

P i . 2 bore of Nash Unit Number 1 in-the three hundred and twenty ©
C ‘ ; = 3 [lacres would result in a little over four billion cubic feét
' 4 llof gas. Likewise on six hundred and forty acres you would
] ,‘: 5 double the gas reéerves if you had a continuous Mo‘r'row sand
ﬁ 6 section of tliﬁs thickness and a little over éight billion
” 7| cubic feet.
H 8 Getting down to the economics on the lower poxtion of.
.8 s ﬁ F!}é.;ﬁi??ggiz,_,wg»,,,liafi?fe,,:_sl,lqw.n,Lthe.,,,,e'conomic_s; for. ,a,_,Mdr‘rd'w;_gas___Wejl1_;"i,;.,};: S EE
B @ ' . _ : : - C :
E .,-%% 10 [ ang its reserves only because we do not know the extent of 1l ;
;ggg " the ;Stxicawn”at'thi's‘fime because of those test problems I o ]
. - . : . :
- gég% "E2L C;ij:ed before} ‘The cost of a Morroyw well is es‘timat’g@ to be !
; ;ggg 13 a million one hundréd thousand dollars. The operating
# :".g;géﬂ " e#pensé,' .ihclud‘ing’ ‘prodﬁéﬁion--sevéfance té‘xesT,- for a
—1 Eg 15| three hundred and tyenty ac;e reserve is estimated tq"be. | i
= | 8 18 “ one hundred and é_ighty4tv}o _thousand dollars, resulting in a “
5 17 votal operating and w.eil cost for a three hundred and twenty |
% "‘8_ acre spaced Morrow well of. a million two eight th-sdoilars. ,
- : 19 ThlS is eqﬁivaler;ﬁ to- £hirty=-nine ‘cents per net MCF of 'reser§e
: 26' 'deVéIOpgd. The uh_discéunted net revenue for aﬁ thr;e“hundréd‘
E] S 21 ;_anq_twegty acre Morrow well would be about a million seVen_
22 || hundred thousand dollars. T}h“e"t.er; ée‘r"cent di‘éc'ountéd het \
/; F ‘}Vrev;;:e is a million threé,"-‘i'resiilting in an annual rate of
~ . ?4 return of only e;‘.’ghteerf percent for three ‘hundred and twenty
25‘ acres. Your het profitiis about six hundred thousand dollars.
i e e bt S 5 P e
[ .
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half years

spaced Mox

"thousand,

"a million

proflt is

Q .

A

economics,

Compare

is somewhat over double the thr

that for the three h

thousand dullars for the

million thre
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Ccompare this to your original cost to dril

of about a million one. The productive

row well, the cost to drill and eq

fivg or twenty-three cents per MCF reserve

1ife 1s seven and a

this then to the six hundred and forty

be the same. The operating cost pecause of a longer life
ee hundred and ninety-one

'resu}txng in a total operatlng and well COSt of

;" :

1 and equip a well

uip the well will

million dollars. .That is somewhat over

80 therefore, your economlcs

two peint four million Versus

The undiscounted'net"reVenue is three and a half

, Or just about double

undred and twenty acre well.
are much better. vou ||

i;,have a thirty percent average rate of return and your;net

the six hundred

three’ hundred and twenty acre well.

The actual cost of Nash' Unlt Number One was @

the reason for thxs hldher expenditure

to complete in the Morrow and Strawn an

e hundred and fifty-two thousand dollare, ‘and

is, we were trylng ,

d make a dual well.

Do you have anythlng further with respect to -

Exhibit $ix?

we prefer the six hundred an

No, I do not. T might say. therefore,~based on

4 forty acre spacing
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in lieu of three hundred ‘and twenty standard'spacihg for a
2 lgas well in this area, and also it would ninimize the nunber

3 ofipenetrations in the potash area.

MR. HINKLE: We would like to offer Exhibits Five

R. STAMETS: Exhibits Five and Six will be

MR. HINKLE:  That's all we have on direct.

. ‘CROSS EXAMINATION

service

y Service

ral Cour":lRep‘o’ribik

No.'1

1" BY MR.’ STAMET

Fe. New Mexico 8

279212

’Q Mr. Carnes, are all of your calculatlons .on reserves

).98

22, ‘Santa Fey

on Exhlblt Six based on a blanket gsand w1th the characterlstles

" Phone (505

: set out, oh, net pay. por031ty, water saturation and so on

“Gene

SRS
825 Calle Mejia,

-
- E
8
‘-"5

15 |on the top of the sheet? .
. "§£- Yes; tbey are.‘
g -Is this 51tuatlon very often foﬁnd‘in the*MefreWUﬁ?
'**-fgrmaéighs?‘ |
| uLA - No, it ienit. This is the only'thihgéyeu“haveeéo'
go in the early production 1ife of the well is just to ..
'f assume this. This is frequently done on spaclng cases where
l we ask for somethlng other than the standard SpaClng earlyA‘

23 in the 1ife of the well and w1thout addltlonal control 1n

24 || the area except those Forty Niner Unit wells which I'm not

26 | that familiar with. Two to two ‘and a half miles away, I belie
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is where they are located.

i Q So the reserves you have calculated here may or may
g ey not be the reserves of that particuiar well?
A That is true.

s T i . - . 0 And they may or may not extend over three hundred

R - 6/l and twenty or six hundred and forty acres? | .- - §
2, . Pty - > . - . H
: FRR e ) BRI |
& S o A, Exactly. P
2 ‘ ’ g
: it e B ARd T Believe you-heard the testimony of Mr. Jeffersl i s
- g» 9 that inside the unit area that spacing could be controlled
; Q. ® - ‘
st | %] ' O3 ) ’ o o ot S S B B
g .”fE -% 1°’vby the operator regardless of the pool rules? . S
: L 083 | A Right. .
ST ' .g waldl. S ' :
a3 - g§§§ 12 @  You have asked for two pool creations and I don't :
S L - I | R Iy L
g L .:_‘,gﬁg 131 see that there is a recommended name. What would you propose, %
o 238 0 o
T L ; §an 141 the Nash Morrow.
I "‘J s G{g : . . %
Z ¥ ‘I ) . B he z . e . . o ' . P : i
: E-'; ' g -] 18 MR. HINKLE: In connection with the Strawn, of cours :
: S g 6]l 1 don't think that should be designated now because that has ,
Yt b 8 17 peen shut in and we have no information on it, but any f
'Q‘f?fl;j-?'s‘~ - M| reasonable area, six hundred and forty acres or so, would be §
% s . . M) gatisfactory as far as the Morrow formation.
159 &l - ‘ g o ‘ ‘ ’ . .
= g 20. . MR. STAMETS: Is the name Nash Morrow or Nash

Strawn acceptable?

T S <2 ' MR. HINKLE: I guess so.

ij 2B - MR. STAMETS; ‘Are there any other questions of
. g , S ,

§¢§ 24 1 this witness?
T , .

~?5 MR, HINKLE: I would like to make one comment.
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MR. STAMETS: The witness may be excused.

MR. HINKLE: Due to the fact that the Examiner has
broﬁght up the fact that we may go ahead and develop this on
six hundred and forty‘acreé because of the unit, I would'iike
“to call the a;teﬁtion5qf the Commission to this: Order
RaiLléAjpfovideé upon'thelaisc§vefy of 0il or éas in thé
_ppfasﬁﬂéréaf the 0?1 Cbnservation Commission shailzprdmulgatg
pagl rules for the affected area after due ngﬁice and hearing.
Now, it was because of this provieion that Qé*requésted the
.éix hundred‘and‘fortykacrés.' And it Sa§§: They shall
ptbﬁﬁlg&te the rglés, so'thét is up to the Commiséidn.'

“ MR. STAMETS: 'An’jth’i“ng ‘fui'thér ixft_hié case? | %

'MR. HINKLE: That's all. ‘~ —m~w~"wh;;.,"n_A -

e »k ﬁR.vSTAMETS: We<wiil take the Casé“unéerfadViééf |

meﬁt.

o




State of New Mexico )
o i ) ss.
County of Santa Fe )
, SIDNEY F. MORRISH, a court reporter, do hereby
ertlfy that the: foregomng and attached Transcrlpt of Hearlng

’before the New Mexlco 0il Conservatlon Comm1581on ‘was reported

f:hby me, ‘and the same 1s a true and correct record of the sald

;proceedlngs to the best of ny knowledge, Sklll and ablllty.

J

h reporting

No. 122, Saita Fe. New Mexico' 87501

© Phone (505) 9829212

&
:
3
£
§
;
g
S

g

sid.
825 Calle Mejia,

{ do hereby certify that the foregoing 1.
a complete record _of the proceedings. i

the Examiner hearing of Lase No-5*27

. o ‘Examiner.
Nev Nexico 011 Conservation Commissioﬁ
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; PR BEFORE THE OIL CONSERVATION COMMISSION ‘
T o OF THE STATE OF NEW MEXICO : '

B

IN THE MATTER OF THE APPLICATION

OF MESA-PETROLEUM COMPANY FOR

PERMISSION TO DRILL AN OIL AND GAS

TEST WELL 1,350' FROM NORTH AND .
1, 300' FROM WEST BOUNDARIES OF CASE NO. 5496
SECTION 18, T. 23S., R, 30E, : i

MOTION TO QUASH SURPOENA DUCES TECUM SR

~ Come now Ideal Basic Industries, Inc. and J B Cummings and
move that the Subpoena Duces Tecum heretofore entered in the above
captioned matter be quashed for the followmg reasons :

1. . The material r'equested in said Suppoena Duces . ;
Tecum is not pertinent at this time to the issue ‘
before the Commission. -

2. . Until more core test welle have been dmlled
_analyzed and evaluated geologically,: it cannot
‘be ascertained whether any of such material
will ever become perti inent to an issue before

the Commission, o

3. In the event that 3 core test wells to be drilled
at locations northeast, northwest and south of
the proposed location,  should be barren of potash,
none of the material subpoenaed will ever be
pertinent to the question before the Commission.

i

4, Production of the coré test information sought
would cause 1rreparab1e injury to Ideal Basic
Industries, Inc. since such information is ,
secret proprietary infomation obtamed at . ' .

- substantial expense and the pubhcatmn of such o :
information would place Ideal Basic Industries, Inc. .

: in a disadvantageous nos1t10n with its competitors : c

= . in the potash industry, both in opera'uons and jn | Hos C f LA

compet1t1ve b1dd1ng for federal leases of the nearby RN

Known Potash Area.

St e B




AR : In the alternative, that the return day of the Subpoena Duces . _ '

Tecum be advanced to the day set by the Commission for continuation

ST of the hearing commenced June 12, 1975,

Respectfully submitted,

IDEAL BASIC INDUSTRIES, INC.

-

N

o=

(\
\

R. H. -Blackmaﬁ, Attqrney
P. O. Box 31 Y _
Carlsbad, New Mexico 88220
Dated: June12, 1975
: L L -
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Docket No, 20-75

Dockets Nos, 21-75 and 22-75 are tentatively set for hearing on September 10
and September 24, 1975, “Applications for hearing must be filed at least 22
days in advance of hearing date.

DOCKET: EXAMINER HEARING - WEDNESDAY - AUGUST 27, 1975

9 A.M, - OIL CONSERVATION COMMISSION CONFERENCE ROOM,
<. STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

The foilowing cases will be heafd before Richard L, Stamets, Examiner, or Daniel
S. Nutter, Alternate Examiner:

:;CASE 5536: (Continued from tﬁe August 13, 1975 Examiner Hearing)

‘Application of Petroleum Developmént Corporation for a dual com-
pletion, Lea County, New Mexico. Applicant, in the ‘above-styled
‘-cause, seeks approval of -the dual completion (conventional) of

its McKay—West Fed"al Well No. 1, located in Unit F of Section
34, Township 18 Sou h,. Range 32 East Lea County, New Mexico, to
produce ‘011 from the Bone Spring formation and gas from the Morrow
formation through parallel strings of tubing.

CASE 5540: Application of CleVeﬂock Energy Corporation ‘for a non-standard gas

‘spacing unit, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks approval for a 320-acre non-standard gas spacing
unit comprising the S/2 of Section 16,  Township 19 South, Range 32
East Lusk—Morrow Gas Pool, Lea County, New Mexico, to be dedicated
‘te-dts-Superior”State "C" "ell No." 1, “Located in Unit K of said
Sectian 16.

CASE 5551: Application of Amoco Production Company for a unit agreement, Eddy

County, New Mexico. Applicant, in the above-styled cause, seeks

approval for the Horseshoe Lake Unit Area comprising 2569 acres,

more or less, “of ‘State, Federal and fee lands in Townships .24 and
25 50uth "Range 28 East, Eddy County, New Merico.

RN SRR S T

_CASE 5534 (Continued & Readvertieed)

Application of Texaco Inc. for three unorthodox oil well 1ocations,
Lea County, New Mexico., .Applicant, in the above-styled cause, seeks
approval for the-unorthodox locations for its West Vacuum Unit Wells
Nos. 51, 52, and 33 to be located, respectively, 1360 feet' from the
South-line and 150 feet:from the Rast line of Section 33; 1466 feet
from the South line and 1375 feet from the West 1line of Section 34;
‘and 1410 feet from the South 1ine and 2600 feet. from the East line
of Section 34, all in Township 17 South, Range 34 East, Vacuum Gray~
~burg-San Andres Field, Lea County, New Mexico.

" CASE 5542: 'Applicaéion,pfyMesa Petroleum Co. for a unit agreement, Lea County,

New Mexico. VApplicent, in the above-styled cause, seeks approval
for the Merritt Unit Area comprising 2546 acres, more or less, of
State lands in Township 18 South, Ranges 34 and 35 Rast, Lea County,
New Mexico.
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Examiner learing - Wednesday - August 27, 1975

CASE 5496:

\CASE 5497 :

CASE 5544:

CASE 5545

‘CASE 5546
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Docket No, 20-75
-

(Continued & Readvertised)

Application of ‘desa Petroleum Co. for an unorthodox gas well location,
Eddy County, New Mexico. Applicant, in the above-styled cause, seeks
approval for an unorthodox location to test the Pennsylvanian forma-
tion for its Nash Unit Well Yo. 2, to be located 1350 feet from the
North line and 1300 feet from the West line, or in the alternative,
1350 feet from_the North line and 1980 feet from the West line of
Section 18, 'Tounship 23 South, Range 30 East, Eddy County; :New Mexico,

~ (Continued-.& Readvertised)

Application of Mesa Petroleum Co. for creation of two gas pocls and
speclal rules, Eddy County, New Mexico. Applicant, in the above-
styled cause, seeks the creation of a new Strawn gas pool and a

- fiew-Morrow.-gas: ngol for’ if_‘g Nagh Unit Well: NO.A 1 located :ln Unit

H of Section 13, Township 23 South, Range 29 Bast, Eddy County, New
Mexico, and the promulgation of special pool rules therefor, includ-
ing a provision for 640-acre spacing units, :

Application of Continental 0il Company for an unorthodox oil well
location, Lea: County, New Mexico. Applicant, in the above—styled
cause, secks’ approval ‘for the unorthodox location of. its Southeast
-Monument Unit Well No. 96 to be located 1650 feet from the South

line and 990 feet from the East line of Section 23<‘Township 20

South, Range 37 East, Cass—Pennsylvanian Pool, Lea County, New Mexico.

Application of Continental Oil Company for downhole commingling, Lea
County, New Mexico,, Applicant, in the above-styled cause, seeks
authority to commingle Drinkard and. Penrose Skelly production in the
wellbhora of {te Léckhart A<17 Well No. 3, located in Unit H of ;
-Secfion 17 Township 21 South, Range 37 East Lea County, New Mexico.

Application of NavaJo Refining Company for compulsory pooling and

an unorthodox gas well location, Eddy County, New Mexico,: Applicant,
in the-above-styled cause," ‘seeks an order pooling all mineral interests
in the Pennsylvanian formation underlying the S/2 of Section 30, Town-

~ship 17 South, Range 26 East, Eddy County, New Mexico, to be dedicated

to a well to be drilled ‘4t an unorthodox gas well location either 660
feet from the South and West lines, or 1980 feet from the South line

and 660 feet from the West line of said Section 30, Also to be con-

sidered will be the cost of drilling and: completing said well and”™

_the allocation of the cost thereof, as well as actual ope1ating costs

and .charges for supervision., Also to be considered will be the desig-
nation of the-applicant as the operator of the well and a charge for
the risk involved in drilling said well.
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“ Examiner Hearing- Wednesday - August 27, 1975

CASE 5543:

Ere T

- New Mexico,

Docket No, 20-75
-3

Application of Exxon Corporation for compulsory pooling, Eddy County,
Applicant, in the above-styled cause, seeks an order
pooling all mineral interests in the Penmnsylvanian formation under-
lying the E/2 of Section 16, Township 21 South, Range 27 East,

Burton Flats Field, Eddy County, New Mexico, to be dedicated to a
well to be drilled at a standard location for said unit.” Also to

be considered will be the cost of drilling and completing said well

“and the 2llocation of the cost thereof, as well as actual operating
‘costs and charges for supervision,

Also to be considered will be
the désignation of the applicant as the operator of the well and a
charge for the risk involved in drilling said well,

Application ot Cities Service Oil Company for compulsory pooling,
Eddy County, New Mexico.. Applicant, in the above-styled cause,
seeks an order pooling a2ll mineral interests in the Pennsylvanian

‘formation underlying the N/Z .of -Section 16 Township 21 South,

Range 27 East, ‘Burton Flats lLeld,'udu] Cvuuu;, Mew Mewico; -to-be
dedicated to a well to be drilled at an orthodoyx, location for said
unit. Also to be. considered will be the cost of drilling and complet-
iiig said well and the allocation of the cost therecf, as well as
actual operating costs and charges for supetvision. Also to be
considered will be the designation of the applicant as the operator

of the well and a charge for the risk involved-in drilling saild well,
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EXHIBIT NO. (o
MESA PETROLEUM CO,
NASH UNIT NO. 1. - RESERVES AND ECONOMICS

POTASH AREA - NE SECTION 13-235-29E
EDDY COUNTY, NEW MEXICO

Volumetric Reserves

Net Pay - Feet | 26

g-% | - 13
Sw = %, 30
BHT - “F. 209
BHP -:psia . 5,9‘0

Z Factor , 1.08
Recovery Factor - % 75

Morrow Gas Recovery = 1541 {.073) (1 - .3} (5910) (.75
' (460 + 209) (i.08)

4,019 MMCF
3,296 MMCF

(.483 x 26) 320
(4,019) (.82)

(.583 x 26) 64O

Gress 320%Acre Reserves.
NRI Reserves =

Gross 640-Acre Reserves 8,038 MMCF

]
o

NR! Reserves = {(8,038) (.82) 6,591 MMCF
" Econdmics. 7 320~Acre
. Spacin
Completed Well Cost-- M$ (1) 1,
Operating Expense - M$ (2) 182
. Total Operating & Well Cost - M$ ° 1,282
. Total Operating & Well Cost -$/MCF ~ 0.39
Undiscounted Net Revenue =-M§ (3) 1,697
10% Discounted Net. Revenue - M$ 1,320
Annual Rate of Return = % . S 18
Undiscounted Net Profit
M$ ' 597
$/MCF 0.18,
Productive Llfe - Yrs. » ‘7.5

" = U483 MCF/AF

6&0 Acre

Spacin
1,150
391 o
1,491
0.23
3,513
2,262

30

2,413 .
0.37
4.5

() Represents completed well'cqst fof‘single‘ﬁorrow producer., Actual
Strawn-Morrow cost for Nash Unit No. 1 was $1,352,000 including dual equip-

ment problems.

2) Includes direct expenses plus rodudtion-severance taxes.
D

(3) After operatang expenses and based on initial gas, price of 52¢/MCF

‘escalated 1¢/MCF per year.

LMC: dm
8/25/75
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NIV, ST

BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

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

CASE NO. 5497
" Orxder No. R-5095

APPLICATION OF MESA PETROLEUM NOMENCLATURE
CO. FOR CREATION OF TWO GAS :

POOLS AND SPECIAL RULES,

EDDY COUNTY, NEW MEXICO.

BY THE COMMISSION:

“This cause came on for hearing at 9 a.m. on August 27, 1975,
at Santa Fe, New Mexico, before Examiner Richard L. Stamets.

NOW, on this' _ 23rg: day of September, 1975, the Commission,
a quorum being present, having considered the testimony, .the
record, and the recommendations of the Examiner, and being fully"
advised in the premises,

FINDS:

(1) That due public notice having been given as required ‘
by 1law, the Commission has jurisdiction of thia ‘cause ana ths
subject matter thereof. :

(2) That the applicant, Mesa Petroleum Co., seeks the
creation of a new Strawn gas pool and a new Morrow gas pool
for its Nash Unit Well No. 1 located in Unit H of Section 13,
Township 23 South, Range 29 East, Eddy County, New Mexico.

(3) That the applicant further seeks the promulgation of
special pool rules for said gas pools inciuding provisions for
640-acre spacing units.

(4) That in said Nash Unit Well No. 1, applicant has ais-
covered separate common sources of gas supply in the Strawn and
Morrow formations. 4

(5) That at the present time saigd Nash Unit Well No. 1 is
the only well completed in the Strawn and Morrow formations in
said sources of gas supply.

(6) That said Nash Unit Well No. 1 is located within the
Potgsh-Oil Area as defined by Commission Order R-11l-A as amended.

(7) That the evidence presently available does not estab-
1ish that one well can efficiently and economically drain 640
acres within said sources of gas supply.
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Cagse No. 5497
Order No. R-5095

(8) That the evidence presently available does not estab-
lish that the proposed special pool rules are necessary for the
orderly development of said common sources of supply nor for the

protection of potash resources from undue wagte or hazard from
such development. ~

(9) - That néw pools for the production of gas from the Strawn
formation and the Morrow formation should be created and designated
as the Nash Draw-Strawn Gas Pool and Nash Draw-Morrow Gas Pool,

|{respectively, with both pools having as horizontal limits the

E/2 of Section 13, Township 23 South, Range 29 East, NMPM, Eddy
COunty, New Mexico.

(10) That in order to prevent the reduced recovery occasion-
ed by the drilling of an insufficient number of wells and to
otherwise prevent waste and protect correlative rights, the app-

iication for special pool rules for the pools set out in Finding
(9) above should be denied.

(11) That the pools set out in Pinding (9)_ above should be
governed by Commission Rules and Regulations for gas pools of
Pernsylvanian age or older in Southeastern New Mexico.

IT IS THEREFORE ORDERED:

(1) That effective October 1, 1975, a new pool for the

| ptoduction of gas from the Strawn formation is hereby created

and designated as the Nasgh Draw-Strawn Gas Pool with horizontal
limits comp¥ising the following described area: o

.[‘
LN
A

EDDY COUNTY, NEW MEXICO

TOWNSHIP 23 SOUTH, - RANGE 29 EAST, NMPM
Section 13: E/2

(2) That effective October 1, 1975 a new pool for the
production of gas from the Morrow formation is hereby created
and designated as the Nash Draw-Morrow Gas Pcol with horizontal
limits comprising the following described area:

EDDY COUNTY, NEW MEXICO
TOWNSHIP 23 SOUTH, RANGE 29 EAST, NMPM
Section 13: E/2

(3) That the application of Mesa Petroleum Co. for special
pool rules for said Nash Draw~Strawn and Nash Draw-Morrow Gas
Pools is hereby denied.

(4) That jurisdiction of this cause is hereby retained for
the entry of such further orders as the Commission may deem
necessary.
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Case No. 5497 .
Order No. R-5095

DONE at Santa Fe, New Mexico, on the day and year herein~
above- designated.

STATE OF NEW MEXICO
OolL CONSERVATION COMMISSION

PHIL R. LUCERO, Chairman

5@//
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O1L. CONSERVATION COMMISSION

STATE OF NEW MEXICO
P. 0. BOX 2088 - SANTA FE
87501
DIRECTOR - LAND COMMISSIONER STATE GEOLOGIST
JOE D. RAMEY PHIL R. LUCERO EMERY C. ARNOLD
September 23, 1975 '

‘Re: CASE NO.
ORDER NO.

Clarence Hinkle
Hinkle, Bondurant, Cox
- & Eaton . _
‘Attorneys at Law Appllcant_
_ post Office Box 10
Roswell New Mexico 88201 . Mesa Petroleum Ccmp
eny.

s et b bl 8

‘fvgbéar Sir:

EnclOsed hetrewith are two copies of the above-referenced
Comm1331on order recently entered in the subject case.

/Yqurs very truly,

i
- ‘/
Javu.

/]JOED RAMEY /

i 7
V,Dlrecco

JDR/ £d

‘Copy of order also sent ‘to:

' Hobbs 0CC___ ¥
, Arte31a ocC_X% x
AzteP OCC

'Other' Don Dent

k“wk. M‘i\ru“-‘”“"‘ soommmene ol - - ook s 2 s i e . e s
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ce: ., Chief, Con‘servation Division‘ ' - BEFORE THE : ‘
3 e .l ol CONSERVATION comwsslorq RENEE - S
; " B o ~ Santa Fe, New Mexnco S E
G ‘ Coh LT - ' _ , { Case No. .ﬂ% xhlblt No. Z o ‘ ,\
AR N & Ear ) ' B Submitted by . ; . B
N e b, 8L VAR 51T T : e — ' 3
: : N e 0 T E N Hearing Date e
TOTFR N APR 11 1974 |
PR 111974 e ¢, st ] =

Umted States Department of the Interior

GEOLOGICAL SURVEY
Denver Federal Center .
Denver, Colorado 80225

April 2, 1974
RSt S

g

. 1]
' H ey Ty ,
Memorandum : B 1l 1974 ¥ ]
‘k«.'\ !}:}j

To: -> Area Geologist Roswell, New Mexico V. S. 0% QLOGICAL SURVEG

Area Mining Supervisor, Carlsbad, New Mexipwiuak, NEW MEXI(CO J
Area 011 & Gas Supervisor, Roswell, New Mexico -

- From: | Conservation Manager, Central Region

Subject: Drilling oil and gas “tests .in the Secretary s
Potash Area, New Mexico -

um dated March 22 1974, the Chief, Conservation » " : T
iged that the recommendations in his February 14 R _
jons should be

- By. memorand
‘Division adv
memorandum concerning the. subject operat

jmplemented.

Coples of that memorandum and approved srdnsmitting memorandum N 3

are attached. - These revised operating instructions should be o _ E <
adopted {mmediately. Copies of thése instructions are. also '
being sent to the New ‘Mexico Oil Conservation ‘Commi.ssion, che
New Mexico Mining Associati.on, and the New Mexi.co 0il and Gas

’ Association. » , el

P ﬁ/%

George H. Horn

Attachmenta. )
Memos of Feb. 14 & 15, 1974
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12201 SUNRISE VALLEY DRIVE
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Tos Sccretary of tha In“*“lcr T “ néll*
. Throunﬁ(ﬁﬁﬁss1stant Sccreta*y - Enﬂrgy & hzn;ra\ 1iam 7A
- From: Director. Gcoiogfca? Survay L8 | ,? | A
_Subject. Dr11ling of oi) a1d g osts in tha Sééretaﬁy’s Potash Arca, )
As ‘you, ui?l recall, several recent conurovgr51cs as to whe thbr to pérﬁit E
~ the drilling of certain 0il -and gas tests i the Sccratany's Potash Arca .
. precipitated a'review of Departriontal po?qu with respect uo operatious N
“4n this nultiple use area, , N
~The ‘Consorvation: "*"€§ié”55“s*3”z comple "‘f' Cstitdy_of th- sftuutlon.~ ’ o

D “has:
Itens such as (1) the state dipc

sition of.the e sh and oi1 and gas
industries; (2) past arp“cv..'l ns3 (3) tha nee od ..o mmta.n a havra-
* nfous relatfonship #ith the ato of Haw e & reauire-
 ments for addftional eneray sources; and, (r\ thﬂ couqarva.inn 31 our
rost important domestic potash qt-ppl,/ Favs baen considered. Dasad on ) o .
this study the Chief, Conservaticn Division believes that actichiis j TR A
reauiréd i we are to avoid similad conflicts fn the fuiure, and the B St I
Divisicn has made certain recc..mkndauo..s as th for..h 1n tie crc‘!n.m.' 4 aol
IeMOTandunle o L P - . e ST :
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implementation papers.
!

Determtnation 1s hereby made ‘that
‘adoption of the recommendations
contained in Chief, Conservation
Division's memorandum of

February 14, 1974, would be ‘in
“the public 1nterest and zitthority
. to proceed as recommended is

~ hereby granted :

/)
sagletl

Enclosure

'MAR 1

(974

Secretary of'the lnterwor

0

If you concur in these recommendations, please indicate in the space
provided, and the Conservation Division w111 prepare the necessary

(S-a. Qoa'

AotinsDirector
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United -5:ates Department of the Interior

GEOLOGICAL SURVEY
12201 SUNRISE VALLEY DRIVE
RESTON, VIRGINIA 22092

FEB 1 4 1974

-~ !.-'»f et

°;Wﬂgmorandum v
To: e::'-Dwrector, Geo]og1ca1 Survey,jh;~»f~*"wxglg
‘},“;,) - - -
From: Chief Conservat1on D1vision

southeastern New Mexico

Subject: Dr1]11ng of 0il and gas tests in the Secretary's Potash Area,; -

By order” u|\nct0berw16 1QRl,dthe Secretary of the Inter10r de11neat°d

an area embracing 298, 345 acres in southeastern New Mexico as a
designated potash area. This order revoked the Secretary's Order of
February 6, 1939, thereby e]1m1nat1nq the ban on ¢il and ‘gas leasing
vhich had been in effect on 42,285 acres: of these same. lands._ Since
that time, there have been per10d1c differences of opinion betwaen
the potash mining 'companies apd the o1l 1ndustry as to whether a par-

“ticular oil and gas well shoqu be'drilled in the Area. Secretarial

Order of Hay 11, 1965, ‘expanded -the Secretary's. ‘Potash Area to “include
420,212 acres and eased some of the restrictions: previously imposed
on 011 and ‘gas drilling“in the Area. = The dlscovery and ‘development
of extensive and very valuable 1gnohe1n1te ‘potash’ depos1ts and the
currently escalating prlce of 01l and-gas which has given “imoétus to

' exploratory act1v1ty in the Area by the oil and gas industry have

resulted in a situation where conf11cts of interest ‘between the two

1ndustr1es arerinevitable. In each of the severa) recent controver-
sies, neither side has seemed willing to compromise, and éach new

confrontation appears to magn1fy the’ d1fferences of opinion. }_

charged with .the respons1b111ty of dec1d1ng uhtch proposed 0il and
gas tests may be drilled. These have naver been ecasy dec1s1ons, but

with today's energy shortage and the need to protect our most impor-
tant sogrce of domest1c potash, these decvszons have become more
d}ff1cu t

’According1y, a complete policy review was initiated in April of 1973.

As a part of this study, Assistant Secretary Wakefield and other -
Departmental representatives met with delegations from the Hew Mexico.
0i1 and Gas Association and the seven potash operatiiig companies in

.t

pres
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N 1eases which it then.holds.
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Nash1ngton b.C., on vay 8 and Auqust 7, 1973, respectively. The Area
0i1 and Gas Supervisor and the Area M1n1nq Superv1sor reviewed the

position documents presented by both industries and submitted a joint
report dated August 24, a copy of which:is enclosed. The Conservation
Manager, Central Reglon supplied his ‘Comments and reconmendations 1n,
a memorandum of September 6, a copy of wh1ch is also enclosed. ;

The resu]ts of this study indicated that action should be taken to
assure that the decisions of our Supervisors reflect Departmental
policy; are made as fairly as ‘possible, result in proper consérvation
of both of these 1mportant ‘minéral resources, and do not unduly impede
the development of either resource. It was conc.uded (1) that certain

- facets of Departmental po11cy affecting operat’ons\an\the Secretary's
_4_Potash Area shmx]d bha_ Y‘oaf‘F'nrmnrl f2‘~that more c]eare
to assist the tvo Superv1§ors in the1r décision= making ‘processes

cut _procedures

should be adopted; and (3) that quidelines to implement the new pro-
cedures should be developed. Based on these conclusions, ceértain:
proposed recommendations were stbmitted for your consideration by our
memorandum of December 7, 1973, and, upon your concurrence, those

- recommendations were forwarded by memorandum of December 10 to the

Office of the Assistant Secretary - Eneray and° Minerals for further

~ consideration. Subsequently, copies of the December 7 memorandum

were furnished to representat1ves of the New Mexico 0il ‘and ‘ods and
potash. industries for their review. On January 31, “Deputy Ass1stant
Secretary Rigg and other Departmental’ personnel conducted a meeting
in Albuquerque, Hew ‘Hexico, to discuss the proposed new procedures. '
Approximately 50" people ‘attended the meeting, of which 35 were repre-

~ sentatives of the two industries. A copy ‘of the attendance 1ist is

enclosed. The discussions at that meetTng were very productive. They
not only disclosed the need for revision of some segments of the -

_ proposed procedures but also seemed to promote a-spirit of cooneration

between the two industries. As a result of this. further review, ve

":now recommend that:

‘ Part 3 PR The Department reaff1rm 1ts posit1on that the Secretar1a1
Order of May, 1965; adequately protects the rights of the 011 and’ gas
and potash 1ndustr1es., Hovever, the Area Mining Supervxsor is“to
initiate action to bring about the expans1on of Secretary's Potash Area
to include those known potash deposits in T. 22 S., R. 31 E., T. 23 S.,
Rs. 29 and 31 E., and T. 24 S., Rs. 30 and 31 E., N. M P. M., presentiy
outside the designated Area. . i

H

Part 2, Each potash lessee will be required by Apri1 15, 1974, to

file with the M1n1ng Supervisor a map or maps.on which has been de]wn—

eated the following 1nfbrmat1on with respect to the Federal potash e
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a. The areas vhere active mining operations are now. in
progress on one or more ore-zones. ‘ . .-

A dpt 90 1 PAR e ey, Ve mamarat 1ty
. B

b. The areas where m1n1ng operations have been comp]eted
on one Oor more ore zones.

SLI - . €. The present]y unmined areas which are cons1dered to
oy contain a minable reserve in one or more ore zones, i.e.;, those

g areas (enclaves) where potash ore is known to exist in sufficient = SRR
‘thickness and quality to be minable under present day technology IR Y
and econommcs. s .

N d. The areas w1th1n these enclaves which are believed to o
[T be barren «of commercial ore. ' B

!
e

These maps are to be updated effective January 1, 1975, and thereafter

information furnished in this regard and'make any revision in the o
- boundary of a proposed minable reserve (potash.enclave) which is ¢ = . L
.. considered to be consistent with the data available at the time of - IS
i each such analysis. A1l maps which are developed pursuant-to this CoEy
s . Part w11 be updated between the .required revision dates whenever o : g
S ' new information becomes available. - o e

S R on-an annual basis. The Area Geologist, in consultat1on with the ] P
R [ . Wining Supefvisor, will prepare the data ‘reauired in subparts c. and d. ' N
P above fbr un]eased Federa] lands 1n the Secretary s Potash Area. - i 5
2 PN ‘-—
N TR The potash lessee w111 ‘be respons1b1e for subm1tt1nq suff1c1ent data ;
o o7 7 to Justify any area vhich is proposed as'a minable reserve. The Area SR N
:ggAQ“ : Geologist, in consultation with the Wining Superv1sor, will review the F
i

e e
-

—

ERRR The Area Geo1oq1st ‘and the Area M1n1nq Supervisor w111 comp]ete the 'a"figﬁ
T R _ana]ys1s of the 1n1t1a1 data suppl1ed by the potash 1essees and s e

0 - Jdune 1, 1974. These maps w111 be rev:sed as necessary to ref]ect ' .
RS the latest available information. Copies of such map(s) will be

E available to all, intenested parties through map reproduct1on com-
R B panies 1ocated in Roswe]] New Mexico. , -

Part 3. After April 15, 1974, it will be Departmenta] p011cy
to deny approval of most app11cat1ons ‘for permits to drill oil and
gas tests from surface locations within: the “potash enclaves estab-
lished in accordance with -Part 2 hereof. Two exceptions to this
poticy will be permitted under the following conditions:

na'sf a3 Vo A Y ok v

: Dri]13ng of vert1ca1 or d1rect10na1 ho1es will be
allowed to take place from barren areas within the potash enclaves . i
. when the Hining Suparvisor determines that such operations will not : S
.adversely affect active or planned mining operatzons 1n the 1mmediate . P
vicinity of the proposed dril]sxte. o ) L

- ,......_... .
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-b. Drilling of vertical or directional holes will be
permitted to take place from a drilling island located within a .
potash enclave-when: (1) there are no barren areas within the
enclave or drilling is not permitted on the established barren area(s)
within the enclave because of interference with mining operations;
and, (2) the objective 011 and gas formation beneath the lease cannot
be reached by a well which is vert1ca1]y or directionally drilled

. from any permitted location within the barren area(s); or, (3) in the

opinion of the 0i1 and Gas Supervisor, the target formation beneath
a remote ifiterior lease cannot be reached by a well d1rect10na1]y

~drilled from a surface location ‘outside the potash enclave. Under

these circumstances, the Hining Supprv1sor wWill, “in-consultatioh with
the 0i1 and Gas- Supervzsor, ‘establish:-an istand within the potash -
enclave from which the drilling of that well and subsequent wells
will be permitted. The Mining’ Supervisor in estab11sh1nq any such
island will, consistéent with the data supplied by the 0il ‘and ‘Gas

' Supervisor regarding present directional drilling capabilities,

select a site which will minimize the loss of potash ore. No 1s1and
will be established within one m11e of any area where approved mining
operations will be conducted within three years. To assist the

“Wining Supervisor in this régard he may require potash mining oper~

ators to furnlsh a three~year mining plan.

Part 4. In order to protect the equities between o011 and das

- Jessees ‘while at the same time reducing the numper of oil and gas

wells which operators propose to drill in ‘the Potash Area, the 011
and Gas Supervisor will make qreater use of his preroqat1ve to
require unjtization,. Unitization will be mandatory in those cases
vhere conipletion of the proposed well as a producer would result -

: in" the drainage of oil and gas from beneath other Federal lands u;th1h

a potash enclave. - In other words ‘unitization will be'a prerequ1$1te

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 m11e

if a gas test; and which is to be drilled vertically to the prospective .
formation; (2) to be directionally drilled from an adjacent surface ’
locag1on to bottom in a formation beneath an enclave; or (3) to be
vertically or directionally drilled from a barren area or island

with1n an enclave. .

Part 5. The Department reaf‘1rm its intent to coonerate ‘with the

.New Mexico 011 COnservatlon ‘Cofimission (NHOCC) in the 1mplementatwon

of that agency's rules and regulations. ' In that regard, the.pntash

Tessees shall continue to have the right to protest to the HMOCC the

drilling of a proposed oil and gas test on Federal lands provvded '
that the locatfon of said well s within the State of New Hexico's
"0il- Poga:h ‘Area" as that Area s delineated by N} OCC Order Ho. 111
as amanded. ; :
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. part 6,
£inal decision of whether to_approve
ithin the secretary's potash Area..

well on Federal oil_and g

within{onesha1f"m1]e“1f‘
041 and Gas supervisor a
part 8.

041 and gas
bevr¢§619ed-1n
pivision,
tManagevrs.
, 1f these recommenda
R K DR this memorandum pe sent to t

RS S for. veview and
: ~ Interior to

Area 08G Supv.,

The Department reaésert s prerogative to make the
‘the drilling of any proposed

as leases v

Applications for permits to-df11l yertical tests for
in the Secretary's potash Area but

s at locations that ave 11 ,. :
the State of Hev Mexico's 011-Potash'Are§nand vhich do not
(within a quarter mile 1f an oi) test or

directly offset an enclave e if
algas;test) will be r0ut1ne1y_approved'by’the

‘by_thejniﬁjng §gperyisor. -“;_-”j_
Cthe driling L

N

fter review
Future controversies 25 to whether to permit
h Area which cannot

to be referred to

the field are B
he Region&I Conservation

vith a- recommendation from t
suggest that
he Assistant gacretary - '

‘the Subsequenttauthorization of the Secretary of the...

proceed as recommended.

chief, Conservation Division .

Enclosures o

cD File

Req. Cons. Mar.,
Area Mining Supv..
‘ Roswell '
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Area Geologist, | ?/a*?f3§§
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BEFORE THE OIL CONSERVATION COMMISSION

STATE OF NEW MEXICO

APPLICATION OF MESA PETROLEUM CO.FOR .
TGNATION OF A NEW POOL BECAUS
-~;ggiiEEEQYEEEEﬁEIﬁE:EEEﬁaiEaxummgayp
'_I,35QH_EQBMAmlous_ni;uuliuﬁaLiEEELJEb

[ WELL LOCATED 1 TION
S

OR_IN_THE ALTERNAL ._nu_a_mgmgggagx‘ -
“ ) OF AL ECTION

Y
i e

i fesmn =t ER]
v .
I ~
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BASIS AND | :
13 TO 7HE WELL. APPLICANT ALSO SEEXE
APPROVAL OF AN UNORTHODOX’LOCATION'FOR ITS

NASH UNIT NO. 2 WELL TO BE LOCATED 1350
FEET FROM THE NORTH LINE AND 1300 FEET FROM
A THE- WEST LINE OF SECTION 18, TOWNSHIP 23
< - SOUTH, FANGE 30 EAST ON LANDS OF THE STATE
OF NEW MEXICO AND THE. DEDICATION OF SECTION
18 TO SAID WELL, WHICH IS WHITHIN THE POTASH

AREA AS DEFINED BY ORDER R-11l1 AS AMENDED.

P

0il Conservation Commission

Box 2088

"santa Fe, New Mexico 87501
the under-

Comes now Mesa Petroleum CO. ., acting by and through
signed attorneys, and hereby makes_application for designation of a
new podl because of the discovery of gas 1ntheStrawnandMorrow 4
formatioggwinmtngwmashMUnitﬂN65217W%1Lm199§tédfinjuhit,ﬂ,NSection 13,
TownShiﬁ 23 gsouth, Range 29 East, Eddy County and for promulgation of o
5pecia;;pool~ruleSfincludingM640;acre$w§pacing“andpproration”units ’
on a permanent basis or in gggﬂgigggngtigg on a tempq;g;y;bagis and
for dedication of all of Section 13.to theiwell. Applicant also seeks
approval of an'unorthOdoxAlocatidn“for-itgmﬂaspwpgithg,,Z}wgll to.. ;
pe located 1350 feet from the north line and 1300 feet from the west ;
e 30 East on jands of the

1ine of Section 18, Township 23 south, Rang t
State of New Mexico and the dedication of Section 18 to said well,
which is within 111 as amended,

the potash area as defined by Order R-—
and in support ’
and Operation of the

thereof respectfully shows:
1. The Unit Agreement for the Development '
Nash Unit Area consisting of both federal and state lands was approved :
by the 0il Conservation Commission on May 28, 1974 under Order R-4794 g
n approval by the United

and became effective shortly thereafter upo
DOCKET MANED

i!i“[ - 1
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‘the-2cmmission on March 11, 1975 said well has .

_ “*:—;34.,,;,‘“,,3,_,,, AR Rt Fad i Fan oSN A
g iy

Crae 57

States Geological Survey. There is attached hereto as Exhibit “A"
a plat showing the outlines of the unit area and all of the wells
which have been drilled within the unit and in the surrounding
area, together with the character of the lands and the ownership

of all 0il and gas leases and potash leases within and surrounding
the unit area.

2. Applicant is the operator designated in the Nash Unit

Agreement and, as such, completed a well in Unit H., Section-13. ___

__Township 23 South, Range 29 East on lands of the State of New Mex1co,
which well Tesulited-in-the discovery of valuable deposits of gas in
the Strawn and Morrow formations and under Order R-4982 issued by

been dually compleﬁed
for ‘production from said formatlons. .

3. Applicant has filéd a Notice of Intention to Drill the
Nash Unit No. 2°well to be located on lands of the State of New
Mexico 1350 feet from the north line and 1300 feet from the west line
of Sec¢tion 18, Township 23 South, Range 30 East. It is anticipated
that this-well will be completéd as a dual gas well producing from
the Strawn and Morrow formations.

4. All of the lands within the Nash Unit Area are w1th1n the

“llmlts of the potash area as defined by. the Secretary of ‘Interior and

by the 0il Conservation Commission under Order R-111 as ‘amended. Said
order prov1des that upon dlscovery of 0il or gas in the potash area
the 0il Conservation Comm1331on shall promulgate pool rules for the
affected area after due not:ce and hearing.

- 5. A new pool ‘for the Strawn -and Morrow formrations due to

the dlscovery of gas in the Nash Unit No. 1 well has not been desig-

nated and in connection with the designation thereof applicant belleves
that it would be in the interests of conservation, the prevention of
waste and the protection of correlative rights to adopt special pool

.rules including 640 acre spacing and pr01atlon units.

6. Both the dlscovery well and the proposed No. 2 well are
at unorthodox locations and it is necessary that the same be approved.

It is proposed to dedicate all of Section 13, Township 23 South, Range

29 East to the No. 1 well and all of Section 18, Township 23 South,
Range 30 East to the No. 2 well.

7. Applicant believes that the proposed unorthodox location
for the No. 2 well will not résult in undue waste of potash deposits
and there are no potash mining operatlons within several miles of the
proposed location and so far as is known to applicant, the owners of
potash leases in the immediate area have not filed pians of projected
development of the area in which the No. 2 well is to be located.
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8. Applféant has mailed to International Minerals & Chemical

Corporation, Leland A. Hodges and Potash Company of America by
registered mail copies of appllcant s Notice of Intention to Drill
the Nash Unit No. 2 well, together with a plat showing the location

of the proposed well in accordance with the rules of Order R-11l1l as
amended. '

9. Appllcant is sendlng coples of this appllcatlon to the
owners of all oil and gas 7leases offsetting Section® 18, Township 23
South, Range 30 East, except those committed to the Nash Unit, and

there is attached hereto a list of said owners, together with their
addresses.

10. Abplicaht requests that this application be included on

the docket for a full Commission hearing at the earliest possible
tlmer

Respectfully submitted,

MESA \PETROLEUM CO.

HINKLE, & EATON
P/O. Box 10

Roswell New Mexico 88201

B i L%




Oowners of oi
Range 30 East:

1 and gas leases offset

ting Section 18, Township 23 South,

R. G. Barton
300 West Taylorxr
Hobbs , New. Mexi

co 88240

Hanagan & Hanagan

Box 1737
Roswell, New Mexico 88201

Perry R. Bass
Fort Worth National Ban

Fort Worth, Texas 76102

Phillips Petroleum Company
Permian Building
Midland, Texas

k Building

hip 23 South, Range 29

77 ‘sKelly 0il Company
e Box 1351 i

7 Midland;~Texas,7970l’ N

o (Skelly is ynit Operator of the
COVerihg,SeCtions , 17 and 20,
Range 30 East) ’
Texaco Inc.

. Box 3109 ,

Midland, Texas 79701 )
(Texaco is Unit opeator of the Remuda
covering gection 24, Towns
All other of fset acreage committed t

J . Mesa Petroleum CoO. is Unit Operator.

psor mawﬂ-ﬂ""-—m"“""“"‘"‘“‘"""' B

r Rid@e Unit

Forty-Nine
3 South,

Township 2

‘@asin Unit
East)

o Nash Unit of which
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-y Dearr 4
: - ax/ BEFORE THE OIL CONSERVATION COMMiSSION |
. : e /, OF THE STATE OF NKEW MEXLCO
o AT
. R j IN THE MATTER OF THE HEARING : |
: CALLED BY THE OXL CONSERVATION

| COMMISSION OF NEW MEXICO FOR

ij THE PURPOSE OF CONSIDERING:
B CASE No. _5497
S oo ' _ S Order No, R- 50725
i R B : : S : : )
5 i -.APPLICATION QF MESA PETROLEUM CO. o o, )
: FOR CREATION:OF TWO:- GAS POOLS A ' . / W Lo
: P -SPECIAL RULES, EDDY COUNTY, A/ oM eV 6 _ ”/?L—,
g; P B o ‘NEW MEXICO. Co o |
b e
| :
e o
3 ’ . . : o
= ORDER OF THE' COMMIESION : S = -
ol oy E
' . BY THE COMMISSION: g
o ' This cause came on for hearlwg at 9 a,.m, oa _August 27 1975§
. - 2 4
; RISt at Santa Fe, New Mexigo, before Examinexr _ Richard L. Stamets R :
:‘: '-;‘ N ' R * ; 4
(3 PR . ° ) o . '
3 E NOW, on this_________day of _September , 195 , the COmmlSSlOﬁ, a
| i quorum being ‘present, having considered the testinony, the record,
%, . and the recommendatlons of the Examznor, and being fally advised
& in the premlses,
2 . 'FIND.S:
. - . . ‘
- S (L) That due pnbllc notice having been given as requxred by .
S avw, the ‘Commission has jurlsdlctlon of this cause and the subject el T :
= matter thereof : . _ _ _ ‘ s
~f '(2) - That the appllcant, Mesa Petroleum Co,, seeks the creatlon
fﬁ _ of a new Strawn gas pool and a new Morrow gas pool for 1ts Nash Unlt
: ,ffv}o%: o [ Well No. 1- located in Unit H of Seotlon 13, Townshlp 23 South,
Range 29 East, Eddy County, New Mexico.: |
(3) That the applicant further seeks the promulgatlon of
E o »'_f ’;m.." .speCLal pool rules for said gas pools 1nclud1ng provisions for k 3
ffgﬁ,,j,zi.. ' §40-acre spa01ng.un1ts.
¢ = -
% N - ".‘,‘““”J e %W};ﬁ;@:‘g;‘mwi"fa’ r"“;’:‘j&‘_“-m';dﬁad':‘ ERERTES :u-—ww.rum-x.;..,u“..,g.-,.:ul..-uv v e N - R R A - """“':E‘,
i T U T PN =
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(4) That 4in said Nash Urit Well No. 1, applicant has discovered
separaté common sources of gas supply in the Strawn and Morrow

{iformations.

(5) That at the present time said Nash Unit Well No. 1 is the

only well completed in the Strawn and Morrow formations in said

newly-diseovsred sources of gas supply. . : T,

gﬁ‘f That the evidence presently available does not establish

that one well can efficiently and economically drain 640 acres

within said sources of ‘gas supply.

’Q?r That the evidence preseﬁély available does not establish »

pool rules are necessary ‘fo”r‘;\“érderiy
development of said common sources of supply nor for’the protec—
tion of potash resources from undue waste or hazard from such
devélopmeﬁt, |

ga That new pools for thé‘productioﬁ of gas from the Strawn
formation and the Morrow formation should be created and deésignated
as the Nash Draw-Strawn Gas Pool and,Nash Draw-Morrow Gas Pool,

Eehpectively, with both pools having as horizontal limits the

E/2 of Sectlon 13, Townshlp 23 South, Range 29 East, NMPM, Eddy

,Q'Countyl New Mex1co.

/Q)g') That in order to prevent the reduced recovery occasioned.
by ¢he drilling of an insufficient number of wells and to other-
wise prevent waste and protect correlative rights, dhemsweiecs

) applmabmm m Con"(m"-ld un der

v

governed-by‘COmm1531on Rules and Regulatlons for gas pools of
PeﬁnsylVanian age or older in Southeastern New Mexico.

IT IS THEREFORE ORDERED:

(1) That effective October 1, 1975, a new pool for the produc-
leion of gas from the Strawn formation is hereby created and

designated as the Nash Draw-Strawn Gas Pool with horizontal limits
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comprising the following described area:

EDDY COUNTY, NEW MEXICO

TOWNSHIP 23 SOUTH, RANGE 29 EAST, NMPM e

Section 13: E/2 : ~
, ’ ,

(2) That effective October 1, 1975 a new pool fov the production

of gas from the Morrow formation is' hereby created and designated

1s the Nash Draw-Morrow Gas Pool with horizontal 1imits comprising

the following described area:

|
EDDY COUNTY, NEW MEXICO § e
TOWNSHIP 23 SOUTH, RANGE 29 EAST, NMPM ; S
Sectlon 13: E/2

g ) (3) That the appllcatlon of Mesa Petréieﬁm”CG.’fGr special pool
Fules for said Nash Draw~-Strawn- ana “Nash Draw—Morrow Gas- Pools
0 : o \lis hereby denled

(4)

That ]urlsdlctlon of thlS cause is hereby retained‘for the

entry’of such further orders as the Commission may deem necessary.

DONE at Santa Fe, New Mexico, on the day and: year herelnabove

designated.




