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OASE 184)1: Application of Sinclair Oil and @as Company
for the creation of a new pool in the Potash-
01l Area and for the promulgation of special
rules and regulations pertaining thereto.
Applicant, in the above-styled cause seeks
an order creating a new pool for Yates pro-
duction in the Potash-0il Area as defined by
Order R-111-A, saild pool to comprise the
SE/4 NW/4 of Seoction 16, Township 20 South,
Range 33 Eaat, Lea County, New Mexico, and
such other acreage as may reasonably be
proven productive from the same common sdource -
of supply. Applicant further seeks the pro-
mulgation of speelal rules and regulations
for said pool as follows:
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A. Cable Tool Casing Program

ve o0

Same as Order R-1078 for Teas
Pool.

B. Rotary Tool Casing Program

Surface casing set at 600 feet and cement
¢irculated. No salt protection string.
Production on casing tc be set through pay
from 3146 feet to 3232 feet (approximately) .
with cement cipculated to at least 50 feet |
into surface casing.

BEFORE
Daniel S, Nutter, Examiner
TRANSCRIPT OF PROCEEDINGS
MR. NUTTER: We will take next Case 1841,

MR. FLINT: Case 1841, Application of Sinclair 0il
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% @&s Company for the creation of a new pool in the Potash-01il
Area and for the promulgation of speclal rules and regulations
pertaining thereto.

Mr. Examiner, we have a telegram from Stagher and Walker
of Carlsbad, attorneys for the U. S. Borax and Chemical Cor-
poration which reads &s follows:

"United States Borax and Chemical Corporation objects to
hearing Chse 1835 by an Examiner on January 6, 1960 and requests
hearing by Commission next regular weeting February 17, 1960.
Formal written objection mailed to you yesterday."

MR, NUTTER: We have received the formal written
objection, and this case will be continued to the regular Commis-
sion hearing on February 17, 1960.

MR, WHITE: 1Is that February 17°?

MR, NUTTER: February 17, yes, sir. Off the record.

(Discussion off the record.)

MR. NUTTER: We will amend the continuation of Case

1841 to the regular Commission hearing on January 1l3th.
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IN THE MATTER OF:

APPLICATION OF SINCLAIR OIL & GAS COMPANY
for the creation of a new pool in the Potash-
0il Area and for the promulgation of special
rules and regulations pertaining thereto.
Applicant, in the above-styled cause, seeks
an order creating a new pool for Yates pro-
duction in the Potash-0il Area as defined by
Order R-111-A, said pool to comprise the
SE/L, NW/lL of Section 16, Township 20 South,
Range 33 East, Lea County, New Mexico, and
such other acreage as may reasonably be
proven productive from the same common source
of supply. Applicant further seeks the pro-
mulgation of special rulés and regulations
for said pool as follows:

A, Cable Tool Casing Program.,

Same as Order R-1078 for Teas Pool,

B. Rotary Tool Casing Program.

Surface casing sct at 600 feet and cement
circulated. No salt protection string. Pro-
duction casing to be set through pay fram
3146 feet te 3232 feet (approximately) with
cement circulated to at least 50 feet into
surface casing.

BEFORE:

Hon. John W. Burroughs
A. L. Porter, Secretary-Director
Murray Morgan, Land Commissioner

TRANSCRIPT OF PROCEEDINGS

MR. PORTER: Case 1841.
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MR.PAYNE: Case 1841. Avpplicationof Sinclair Oil and
Gas Company for the creation of a new pool in the Potash-0Oil Area
and for the promulgation of special rules and regulations per-
taining thereto.

MR, PORTER: Mr. White, you may proceed.

MR. WHITE: Thank you.

MR. PORTER: I am going to call for other appearances
before your introduce your witnesses,

MR. WHITE: Charles White of Gilbert, White and
Gilbert, Santa Fe, New Mexico, appearing on behalf of the appli-~
cant, And, I have also associated with me, Mr. Horace Burton of
Midland, Texas.

MR. PORTER: At this time, I would like to call for
appearances in this case, any intepested Dparties?

MR. WALKER: 1If the Commission, pleage, John B. Walkei
with the fimm, Stagner, Sage and Walker of Carlsbad, New Mexico,
apprearing for the United States Borax and Chemical Company.

MR. PORTER: Anyone else desire to make an abpearance
in this case, 18417

{(No response.)

MR. PORTER: Mr. White,

MR, WHITE: If the Commission, please, at this time
I should like to make a brief opening statement.

Last month, Sinclair made a new discovery on State Lease

886, This lesse is situated approximately midway between the Teac

N
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Pool and the Salt Lake Pool, within the defined limits of the
Potash area., And, it is approximately midway between Hobbs and
Carlsbad.

As the Commission knows, Rule R-111-A has, as its main
purpose, the striet and 3gspingent regulations of the drill-
ing of exploratory test wells within the Potash areaj and particu-
larly is this true as to the provision relating to the relating
to the casing program. The rules as. to the casing program were
drafted and adooted to protect the potash devosits against every
possible unknown hazard that might be encountered in the drilling
of wildcat wells within the areas. However, we believe the rule
does contemplate the multiple use of the iand as between the
potash overators and the oil operators; and the statutory. regula-
tions so specifically provides, that upon the discovery of a new
pool within the potash area, new pool rules will be established
for that new area.

Accordingly, Sunray has made a study - I msan, Sinclair

has made a study, and proposes new rules and regulations. We

adopt and propose Rule R-111-A in its entirety, excepting to cer- |
tain casing program provisions. And as to those proposed changes,%
they were -deéigﬂed to meet the svecific conditions and the pool
characteristics, and to assure both the potash and the oil indus-
try of conservation within the area, I believe you will find
that the rules that we propose are not different in any too much

particular, than those special rules which the Commission has
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already adopted within the areas, such as in the Teéas Pool.

We have two witnesses to be sworn at this time, Mr. Merrill)}

and Mr. Anderson.
(Witnesses sworn.)
MR. WHITE: Will you mark these as Applicantts
Exhibits 1, 2, 3, and L, please?
(Thereupon the documents re-
ferred to above were marked
Applicantts Exhibits 1, 2,
3, and 4, for identification})
MR. WHITE: I might state that Exhibit Number 1 is
passed out, but will not be identified by our first witness. It
will be identified by our second witness, but by doing so at this

time, it might be of some help to the Commission.

He A. MERRILL

a witness, called by and on behalf of the Applicant, having been
duly swofn, testified as follows:

DIRECT EXAMINATION

BY MR, WHITE:

Q Mr. Merrill, will you state your full name, please?

A I am H. A, Merrill, |

Q By whom are you employed, and in what capacity, Mr.
Merrill?

A I am district geologist for the Sinclair 0il Company.

Q Have you made a study of the area concerned in Case

Number 18417

A I have.
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Q Will you refer to what has been marked as Exhibit
Number 2, same being a structural map, and explain that, please?
A Exhibit Number 2 is a structural plat of the area,

- centering around the Sinclair 0il and Gas Number 1, State 886,

B Rt oo gt e

Yates 0il discovery in the Southeast of the Northwest, Section 16,

L
Y
4
EN
|
PHOMNE CH 3-669]

Township 27 North, Range 33 East.
The plat shows the structure on the tov of the Yates for-

mation, contoured in a 50-foot interval,

i

Q " Now, what conclusions do you draw from this exhibit,
Mr. Merrill?

A | This structural map indicates a west flanking dip in
the Teas area, to a point well below the top of the Yates in the

discovery well., We also find an east dip in the Salt Lake area,

also to a point below the Yates in this well. Now, that would
tend to indicate that we have structural separation between these
three areas, and the discovery well would be on a separate structur-

al trap.

Q Separate and apart from the other two pools that you

DEARNLEY-MEIER REPORTING SERVICE, Inc.

S |
% have noted on the plat? !
S :

& A That's correct.

é Q Mr. Merrill, how many wells do you believe will be

g

2

drilled on 4G-acre units, to fully develop this discovery pool?
A With our knowledge of this discovery well, in which
we have an 86 foot gross oil column now open, we would project the

present lower limits of production at approximately a 500-foot
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contour interval, and within this area there are approximately
twenty-five LO-acre tracts.

Q And what is your basis for this conclusion, as to the
number of wells?

A In any structural trap, ordinarily, the limits of
approximate production would be the point where the highest zone
of porosity would,plﬁnge into the zone of o0il contact. And, at
this time, we still have no oil-water contact in this well, but
the present 86-foot column would project it out to the 500-foot
contour interval.

Q When the water-oil contact is determined, is it not
poséible that there may be more wells drilled within the area?

A That's correct. Any additional section would tend
to enlarge the aréa of production.

Q What amount of oil column do you havevin the discover)
well?

A From our uppermost perforation at 3146, to the lower
perforation at 3232, 86 feet,

Q Now, Will you exvlaln whai is noted »by'the iong
broken iine denoted "A"™ and "&—Primeﬁ; What is that?

A That line indicates a cross section that we have mace
through this area, which will be introduced as Exhibit Number 3.

Q Have you personally testified before the Commission,
in your orofessional cavacity as a geologist?

A Yes, I have.
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Q And have your qualifications been accepted?
A I believe they were.

MR. PORTER: Yes, sif..

Q {(By Mr. Whita) Now, will you refer to Exhibit Number
3, and explain that to the Commission, please?

A This is the cross section previously referred to; it
extends from West to East, from the Salt Lake area, through the
discovery well, on to the Teas Pool.

Q Now, will you tie that in with Exhibit Number 2, as

. to A" apd A-Prime?

A A.\”r;Pwlmeg, East to west cross section.
Q A}Y right, ‘Now, continue, please.
A This is an electrolog, sample log cross section,

showing the formations penetrated from the base of the Salt down
into the setimeAtayy formation. We have the base of Salt, top of
Tansill, indicated at this point (indicating). The second line
is the top of the Yates formation, and the lowermost line is the
Seven Rivers top.

Q Does the exhibit show anything else, such as an oil-
water contact in the Salt Lake Pool?

A In the Salt Lake Pool, we have the approximate oil-~
water contact data of +425; to the East in the Teas Pool, the oil-
water contact is approximately +225,

Q Is there any correlation between the Salt Lake Pay,

and the discovery well?

L
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A As indicatéﬁwoﬁ thi; séction, the Salt Lake Pay;-and
the zone we now have oven in the discovery well, appear to be
correlative,

Q And do you have any comment to make as to the pay in
the Teas Pool?

A fhe Teas Pool Pay is slightly thicker, due to the
fact that there is a Seven Rivers Pay open in that area. And, alsg
the uppermost Yates sand pay in this area has not been tested in
the discovery well.

Q Does this exhibit confirmm your conclusion that the
discovery well is in a new discovery pool?

A This cross section also indieates the West flank dip
in the Teas area, down through the oil-water contact at +225. 1In
the Salt Lake area, you have thé East flank dip, also down to
their oil-water contact +425.

The relationship shown here would indicate three separate
structural traps.

Q I believe you stated that the upper zone of the Teas
Pool has not been tested, is that accurate?

A We do have a drill stem test on that zone, which was
present from 3,060 to 3,070. The drill stem tests in some of
these low pressure reservoirs are not conclusive.

Q Now, will you refer to Exhibit Number 4, please, and
state what that is?

A This is a Gamma Ray Sonic Log of the discovery well,

e g

oo ey
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S — -
on which we have indicated the formation tops in a gereralized

S e TR TR T

sample description.

|
-

Q Hold up just a moment, until the Commission gets thei

. } exhibit on that.

i A The first formation top which we have identified on
S % 1this log, is the base of the Chinle and top of the Santa Rosa sand,
2 G
=~ !this is at 570. The next formation, the Dewey Lake, at 735; and

Rustler at 1197; obur toD of Salt at 1337. The base of Salt, and
top of Tansill, at 27763 the top of Yates at 29463 and the Seven

Rivers formation --=

|
|
l
.
|
|
|
|

A
= MR. PORTER: Wwhat was that top of Yates?
o ool
. A 2946.
S ¥y
& . -— Seven Rivers formation at 3235. Now, this well

\ MR. PORTER: Thank you.
Ewas completed in th= Yates formationj four zones Were verforated,

from 31L6 to 31623 from 3168 to 31763 from 3195 to 31983 and from

3220 to 3232.

|
E The well potential Was very dedisive.. From the lowermost
!

|
\
|
-
|
l

DEARNLEYJHHER.REPORTUW}SERVHHE

? . % . set of perforations, after treatment with 500 gallons of mud.acid,
z

E Z averaged a potential of 586 barrels of oil per day by 'swabblng.

; 1 § Q - Now, did you later do additional perforation?

i Y .

F % A ‘ Yes, the upper three sets of verforations were later

tested. The zone from 3195 to 3198 was bested, and 1t swabbed 98

barrels of oil in four hours.

Q Is that new oil?

I
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A New oil,

MR, PORTER ; Ninety-eight barrels in four hours?
A Correct,
; Q (By Mr. White)  Ang then did you do additional per-

fqration work?

| A The upper two sets of performations were tested to-

Q And was that new o0il?
A Yes, it is,
Q Mr, Merrill, do you consider this a5 being what we

consider g good well?

A I believe for this area, in this tepth, it is a
{
f

| very good well,
/ Q How does the productivity of this wel] compare with

lthose in the Teas and Salt Lake Pool?

/the votentia],

| Q And this tested what?
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this area, on this particular well.

We did make a study, however, on the cable tool test in this
area, and tried to project the water in those tests, as to the
sone they would octur in our well.
Q Will you give us those zones, please, ard the depths?\
o

A With one exception, we found that the water formation

occurred above the top of the Dewey Lake formation.

|

\ Q At what depth?level? ‘

| A On our level, 735 feet. \

\ Q Was there any fresh watef within that area? ;
l A I don't believe there is. |

{ Q Any sélt water?

1 A This ordinarilf is salt water, in these beds (indi- |

icating). | %

Q Could yoﬁ be more specific as to where the water- 1

pearing sands are? - 1

& We found that the Santa Rosa formation carried water \

!

l

on a number of the cable tool tests, occurring in our well between |

|

1570 feet and 735 feet. Also, the area at numerous depths shows

i

water formation in a zone which would correspond to the upper

b

|

i
Chinle sands, which in our well would be petween LOO and 500 feeb.
Q Were Exhibits Numbers 2, 3, and L prepared by you, or

under your direction?
A Yes, they were.

1
|
MR. WHITE: At this time we move bto admit'EXhibibs‘i_J

—_

&/
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2, 3, and L.

MR. PORTER: 1Is there any objection to the admission
of those exhibits, Mr. Walker?
MR. WALKER: No objection.

MR. PCRTER: The exhibits will be admitted into the

record.

MR. WHITE: That's all the questions we have on direct
examination. |

MR. PORTER: Does anyone else have a question of the
witness? |

MR. WALKER: If the Commission please, Mr. Walker.

CROSS EXAMINATION

BY MR. WALKER:

Q Mr. Merrill, did I understand you correctly, that youn

company presently proposes the possible drilling of 25 additional
wells in this area?

A I believe I stated that the limits of production,
the areal 1limit, would include 25 to 28 locations.

Q Now, do you definitely know the limits of this pool?
Can you state it with any degree of certainty, the outside limits
of this pool, at this time?

A At this time, we have indications that the 500-fcot
contour is a minimum of the area to be covered.

Q And you do not have any opinion as to the maximum?

A At this time, we have no way.

T - S ST i
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Q Is it possible, Mr. Merrill, that you might be get;:
ting some production from the Seven Rivers formation?

A We have revnorted the Seven Rivers formation at 3235
feet, I believe, and our lowest perforation would be three feet
above that formation.

Q Well, would it be possible, then, that you couid be
getting production from Seven Rivers?

A It is possible, I think.

Q Mr. Merrill, I believe you stated that there are
three separate structural traps in this general area, is that
correct?

A That's correct.

Q Would you normally consider that you might encounter

different problems and different situations in this present pool
that your discovery well - is in? I mean, different problems than
in the others, the Teas Pool and in the Salt Lake Pool?

A I would think so. .

Q Is it possible, Mr. Merrill, that you might get high
pressure oil or gas, or water pressures,that would be in excess

of the hydrostatic weight of your drilling pools in this area?

A We had no indication in this discovery well,

Q Is it vossible &that vou could encounter such a
oroblem?

A I don't think it is probable,

Q Is it possible?

—1
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A It is possible.

Q In drilling a discovery well, Mr. Merrill, what was
the depth of the surface casing string?

A Eleven hundred and ninety-nine feet.,

Q And what was your test as to the depth of the top of
the salt formation?

A I believe it was 1337 feet.

Q Did I understand you correctly then, that your sur-

face casing is not set on the top of the salt formation?

A It is set above it, it is not directly on the top of
it.
Q Was a salt protection string placed in this discovery
well?
| A No, there was not,
Q Could you explain why a salt protection string was

not set, in conformance with R-111-A%?

A I believe the casing prégram on this well was pro-
posed by the production devartment, and T believe our next wituess
will explain that.

Q Well, let me ask you this questions: At the time
you commenced the drilling of this discovery well, did you antici-
pate hitting the Yates formation?

A Ve knew we should drill through it, yes.

G You knew you would drill through it; and at that time

vere you aware that there was production a mile and a half to the

’

ried
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East out of the Teas formation?
A Yes.
MR. WALKER: We have no further questions.

REDIRECT EXAMINATION

BY MR, WHITE:

Q Mr, Merrill, you were asked if it is possible that
the production might be from the Seven Rivers, and you said that
it was possible. From your study and your knowledge of the oper-
ation, is it your ovinion that the production is from the Yates,
or from the Seven Rivers?

A It appears go be entirely from the Yates.

MR. WHITE: That's all we have.
MR. PORTER: Does anyone else have a question?

QUESTICNS BY MR. NUTTER:

Q Mre Merrill, this application is for the cTection of
a pool, and establishment of some pool limits for the pool. What
do you recommend, from a2 geological standpoint at least, as the
horizontal limits of the pool?

A At this time, I Selieve the 500-foot contour line
would be the limits of oroduction.

Q Now, what is that 500-foot contour line actuallv
based on? How many wells do you have for cogtrol, in drawing
that SOO;foot mark?

A The discovery well only, and the thickness of pay in

that well,
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MR. NUTTER: Thank you,.
MR. PORTER: Anyone else have a question of the
witness?
| (No response.)
MR. PORTER: You may be excused.

(Witness excused.)

R, M. ANDERSON

a witness, called by and on behalf of the Applicant, having been
duly sworn, testified as follows:

DIRECT EXAMINATION

BY MR, WHITE:

Q Will you state your full name, please?
A R. M. Anderson. |
Q And by whom are you employed?

A Sinclair Oil and Gas Company;
Q And in what capacity?
A Senior petroleum engineer.

L S X
PR

' U B I . X R s T Uy Vo T W
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&

this Commission?
A Yes, they have,

Q Are you familiar with the subject area, as pertains

to this case?
A I am.
Q Have you made a study of, and have you prepared a

set of proposed pool rules, governing this discovery area?
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A Yes, I have.

Q For a moment, will you refer to Exhibit Number 1}, and
explain that to the Commission, vlease?

A Exhibit Number 1 is an area map, reflecting the owner-
ship of the oil and gas leases in about a 10-mile radius of the
discovery well. The discovery well is indicated by a red arrow,
and it is located near a highway, which is shown running diagonally
across the map, and that is the Hobbs-Carlsbad highway, the well
is'approximaﬁely half way between those towns.

The acreage colored in red on the exhibit, is the Sinclair
operated acreage, and indicates our interest in the area..

The orange outline indicates the Potash 0Oil area, as pre-
sently defined by the Commission in their §rder, R-111-A. There
are two Potash 0Oil areas shown on the mav. There is a smaller one
located in the southern portion of the map, in addition to the
large area in the vicinity of our discovery well,

o] Mr. Anderson, do you, by chance, know who holds the
potash under the discovery well?

A Yes, I understand it is the United States Borax and
Chemical Corporation, formerly known as the United States Potash
Comvany.

Q After you drafted your propvosed runles, did you have
an occasion to meet with these operators, with the view of discuss-
ing the proposed rules with them, learning what their problems

viere, and endeavoring to meet on a common ground, or have a meeting
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A Yes.,

Q When did you hold such a meeting?

A December 22nd, we had a meeting iﬁ Carlsbad, in the

offices of the United States Borax and Chemical Company, at Sin-
clair's instigation. And present at that meeting were technical
representatives from The Potash Company of America, The Inter-
national Mine Company, I believe, the United States Geological
Survey, and of course, United States Borax and Chemical Company,
and Sinclair. And, at that meeting, I discussed with those
gentlemen, and fully explained our proposed casing program for the
discovery area.

Q What was the result of the meeting?

A And, I asked them if they had any ;- if any objections
occurred to them at the meeting, that I would like to discuss
them with them, in an effort to possibly medify our problem here
before the Commission, if possible.

They advised me that they would take my recommendation
under consideratién, and that they would advise me if they had
any objections., And, United States Borax and Chemical Company
did subsequently advise me that they objected to our program, but,
however, tnhey did not advise me specificall& why they objected,

Q Now , wili you refer to what has been marked as

Exhibit Number 5,

T T T

s AT N

A Exhibit. Number 5

R 4

vou can see, is a Caliper. Log




B R N I

<i;
:.vk’

DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHONE CH 3.6691

ALBUQUERQUE, NEW MEX'CO

PAGE 21

on our discovery well; and the purpose of Exhibit 5 is to show
the Commission the nature of the bore hole behind the casing, that

being the area where the cement will go, and that being considered

of considerable interest to the Commission.

Q Mr. Anderson, may I interrupt? Do you have a separaté

copy of that exhibit?

A Yes.

3] I would like to turn one over to the State Engineerts
office.

A This caliver log was run after surface casing was

set at about 1200 feet. And,-starting at the too of the exhibit
and coming down, on the well at the top we see the scsale. The
lines to the left of the exhibit are indicated as 10-inch diameter
hole, and all the way across the scale is 20-inch diameter hole.
And, vwe see that as we driiled out below the surface pipe, at
about 1200 feet we had an enlargement of the hole there to about
20 inches, and the vertical lines, each of those scores represents

o £
v s

= - e
22 v

cet, 80 We have about a 3U-toot enlargement there. And then,
the hole narrowed down to about 13 inches, and at this point I
might state that the vertical line, the heavy vertical line on the
left portion there, platted at about twelve and a quarter inches,
is the bit size. That is, just mechanically, that's just the bit
size. That was not measured by this caliper, but that is out

tnere as a reference, so you can see how Lhe hole size compares

with the bit size. 30, at about 1100 feet, the hole is approxi-

I
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mately three-quarters of an iﬁcﬂ-larger than the bit,

We have another enlarged area, down to about 1410 feet, and
then from that voint on down through the Salt section, to the base
of the Salt, at about 2780, we have a remarkably uniform hole,
approximately l4 inches in diameter. We see no washed out areas
down through the Salt section. We are particularly interested in
lthat point at 1850 feet.

It is my understanding from the consultation with the potash
people, that the potash mineral deposit :occurs at 1850 feet in
this well, and it is five and a half feet thick, extending from
1850 to 18554 feet; and we see at that point that we did not have
n washed out condition in the well. In fact, the caliper indicates
the hole size was even smaller in drilling through the five and a
half foot potash depoéit,

Incidentally, that potash deposit is also depicted on our
previous exhibit, Number 4, the Sonic Log on the well, and the
sample log on the well., It is recognized there, I'™n édvised, by

tho wodinontiwvit
cne ragcicaciivac
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on that log to be about five and a half feet thick, also.

That's about 2ll the comments I have on the caliper.

Q Has this exhibit shewn that you can drill a gocd
clean straight hole in this particular area?

A Yes, it does, It indicates tha£ down through the

Salt section, we have a very uniform hole, with no porosity.

Q And does the exhibit help you also in determining

<
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the amount of cement that should be run behind the pipe?

A | Yes, this type of hole lends itself to theoretical
calculatjon§ of cement required, au! I believe it is because of
this the hole is in very good condition.

Q Now, your rotary casing program is set forth on
Exhibit Number 6. Will you refer to that and explain it in detail
to the Commission?

A Exhibit 6 was prepared to illustrate the Sinclair
proposal for the rotary drilling program. And, I have sketched
what the casing program on the well would look like, if it were
drilled in conformance of Order R-111-A, on the left side of the
exhibit. On the right side, I have shown the Sinclair proposal, |

as a matter for comvarative purposes.

Now, the exhibit shows on the lefthand sketch, that R-111-A

1
!

|
would require surface pipe to be set at about 1300 feet in this

area. And I believe that the purpose of Rule R-111-4, which is
an exploratory test rule, is to protect against all eventualities
that you might find in the Potash area, and it is my understanding
that water has been found in the Lynch area; and the Lynch area
is located some eight or ten miles from the discovery well, and isl
on the extreme East side of our Exhibit Number 1.

And so, for wells drilled down in that area, it might be
necessary to have -- to protect against rust or water. And anotherp

reason for requiring the long string of surface pive, I believe,

is that this rule anplies both to cable tool program and to rotary

o
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program. And, if in drilling with cable tools you must case off
all water that you encounter, in order to drill ahead with & reasen
ably dry hole, then our rotary program does not have to protect
against the influx of water into the bore hole, as we are drilling
the well, as we have the bore hole full of salt water much more
saturated than what occursin nature, and such influx would not be
detrimental to the operation in any way.

So, I have recommended surface vive to be set at 500 feet,
as compared to the 1300 feet. The reason for that is that there
is a casing problem above 600 feet, up in the Chinle formation
and above, and we are setting surface pipe there to protect against

any caving or sluffing off in that area during the drilling

operation.

Q Well, why did you dispense with the salt protective
string?

‘A The salt protective string is again, in my opinion,

a cable tool requirement., It is a requirement that is necessary
to cable tool drilling, in the event that you would drill into a
high pressure oll or gas sand and have to shut the well i. at the
surface, you wouid put that high pressure to offset the Potash
section,

However, in drilling a well with rotary tools, we would
have a hydrostatic column in the well of sufficient weight to

offset any expected pressures that might be encountered and drilled

inte. And thus, would confine the 0il and gas to the formation




: that it occurred in, simply by having a higher vpressure in the ]

well bore than what occurred in the formation. So, we have, in

our rotary program, recommended that we don't have to set a salt
protection string on top of the pay, before we dry-drill into the
. Pay.

Q What is the gas-o0il ratio, as to this particﬁlar well?

PHONE CH 3-669]

A Approximately a hundred cubic feet per barrel.

Q And what would your hydrostatic pressure be in your

drill stem?

$i8
A In drilling the well, we would have two different
1 fluids in the well bore; in drilling down through the salt section,

. we would be drilling with a saturated salt solution, and at that

time we would have a hydrostatic head of approximately half a pouni
» g

per‘foot of depth, and, at the base of the salt, that would be
about 1400 pounds hydrostatic head.

At the time we would mud out, after drilling ﬁhrough the
salt, we would mud up with the chemical muds, making a salt mud,
and that would increase the weight of the drilling fluid, and we

would then drill ahead into the pay zone. At the time of encounter-

i

{
ing the pay zone, about 400 feet below the base of the salt, we ‘

DEARNLEY-MEIER REPORTING SERVICE, Inc.

would have a hydrostatic head of some sixteen or seventeen

ALBUQUERQUE, NEW MIEXICO

hundred pounds.‘ fnd the pressure that we measured with a bottom i
hole pressure instrument in the discovery well, was 1170 pounds.
MR. PORTER: Was that in the Yates formation?

N [ Yes, sir, that was thne pressure measured with all of
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the perforations open in the ;ell bore, the present perforations
orven in the well bore.

Q (By Mr. White) Mr. Anderson, is there any likelihood
of encountering any high pressures in this area?

A No, sir, I consider it very unlikely that we would
encounter high pressures in the area; and that is based upon a
study of a considerable number of wells that have been drilled
throughout this area, as reflected by our Exhibit Number 1. In
no instance has high pressure been reported, and in only one or
two instances in the Teas Pool area have wells been completed with
sufficient bottom hole pressure to flow. All of the other wells
have been completed with pumping or swabbing potentials, the same
as our discovery well.,

Q Will you state what you mean by the total well cost
being $41,196.00 against $34,225.007

A On the basis of Exhibiﬂ 6, I have placed the cost of
drilling a well, as shown on the exhibit, and we see that there
is approximately $7,000.00 difference in the two costs. To drill [
a well under Order R-111-4, would require $41,195.00; and to
drill a well under the Sinclair proposal, would cost $34,225.00.
Now, tne difference in those costs is partially accounted for
by the facﬁ that in order to run a salt protection string, larger
surface casing must be.set.

Under R~111-4, we would have to set surface casing of

ten and three-quarters inch, in order to perpit the setting

— e S ——
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of seven and {ive-eighths saiﬁ protectién string, whiéh in turn
would permit the drilling out from under, and the running of four
and a half inch oil production pipe. Ana I have compared these
costs on tn~ basis of both wells being finished with four and a
half inch oil productién pipe. We are permitted to set seven and
five-eighths inch surface pipe under the Sinclair proposal, as we
don't have to set the salt protection stringe.

Q Assuming 25 wells to be the minimum that would be
drilled within this area, what saving would that amount to?

A ?hat would amount to a savings to the operators of
aporoximately $175,000.00. And, if there are more than 25 wells,
as our structure map indicates there is 1likely to be, why the
savings, of course, would be greater.

Q Now, will you again refer to your exhibit and explain
the cementing vrogram that you propose?

A Order R-111-A requires that the cement on the surface
pipe be circulated back to the surface; and our cementing program
for our surface pipe is identical.

R-111-4 requires that the cemenht on the oil string be cir~
culated back to the surface, and in that cementing requirement,
we vary in that we are recommending that the cement only be cir-
culated back up into the surface pipe a distance of 50 feet,

Q Is there anything further you wish to explain as to

Exhibit Number 67

A I would like to say at this time, that we do want
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to get permission to drill through the pay formation, and set pipe

on the tottom, and produce the well through perforations, and
there are many advantages to that type of operation. It results
in economic savings in future workovers and remedial work. it
also permits more effective utilization of the pay zones, in more
effective depletion of them. And, in very many instances, and
possibly in this same area, it is possible that these zones could

be behind the pipe, and prevent waste occurring from that source,
in that we would only perforate and open our known Day ZONES,

Q Will you state some of the advantages of setting the
casing, and then perforating that as you go through the pay?

A Well, there avre five or six main advantages. It
permits selected testing, and therefore better evaluation of yeur
well. It also permits selective treating, and therefore, more
effective tréating of the various zones. Tt permits leaving un-
desirable or questionable thief zones, or water zones, behind the
pipe, and nob turning them into the well bore. It permits:effec-
tive gas or water shut-off operations. Tt is easier to plug basi
more effectively. 1t permits the orderly depletion down the line
of all the zecnes; in other words, vou would start out with your ‘
flush zones, and‘when you have depleted those, you could go back
and deplete the tighter zones, such as this, the zone that wve
nave behind our pipe now, veé jntend to conme back bto that at &

1ater date and deplete it.

..,‘,:-.‘w’i.-y,., Er
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So, it pemsittamore orderly depletion in some areasj =and
in this area,there is a possibility that the open holé completions
might result in some cavings, and of course, our plan would pre-

vent any cavings coming inthe well, and save any workover expense

from that standpoint.

Q And it is your opinicn that the hydrostatic head in
the well bore, will confine the 0il and gas in the gas reservoir?

A Yesy certainly, there is a large difference in hydro-
static heads.

Q &nd also any water that you might encounter in any

~waber zone?

A Yes; I believe there is nohistory of artesian waters
in the area, and I believe that our drilling fluid, being a
heavier salt water than what is in ﬁhe formation, would probably
confine that salt water to the formation during drilling. In any
event, it wouid present no problem, in that we are drilling with
salt water and salt water mud.

Q In your opinion, will the drilling fluid be heavier

‘than the pressure you might be encountcring in the area?

A Yes. Yes, T believe it would. All of the cable tool
wells in the area, I should say, none of the cable tool wells in

this area, and there are many of them, reported artesian water

! flowing at the surface when they drilled into these water zones.

Therefore, it would lead me to believe that pressures in those

zones are less than the hydrostatic head of salt water that we
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would be drilling with, saturated salt water.

Q Would you expect subsequent wells drilled in this
area, to have less pressure upon completion of them, than the
discovery well?

A They certainly would have no higher than the discovery,
well pressure, 1160 or 1170 pounds; and depending upon the stage
. of pressure depletion at the time that subsequent wells are drilled
the pressure would be somewhat less, I would anticipate.

Q Do your proposed rules cover any additional safeguards
than those contained in the present rules, R-111-A?

A Yes, I bélieve that our rules present even greater
safeguards than R—111~A.

< Will you state in what respect?

A I believe- that. if I may answef that question .when
we finish with the next exhibit, the cable tool program, I believe

it is more apparent --

Q ~ A1l rignt.

A -- on that.

@  Refer to Exhibit WNumber 7, and explain that, then,
A Exhibit Nuniber 7 is the same type of exhibit as

Exhibit Number 6, only it is the cable tool .casing  program,
and T have set it up the same way. Drilling under Order R-111-4i,

‘i3 shown on the left of the exhibit, and Sinclairt's proposal is on

the rignt.

Q May I interrupt at this moment, and ask: Is it not

@
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true that under Order R-111-A, the casing program for the rotary

drilling is the same as for the cable tool?

A Yes, that's correct.
Q Now, continue, please.
A I have shown on this Exhibit 5, two additional stringg

of casing, and I have shown --
MR. PORTER: 1 believe you intend to refer to Exhibit

Seven?

| A Exhibit 7, thank you. -- two additional strings of
casing, which are shown dashed on the exhibit. These additional
strings of casings are required in cable tool drilling. The first
string is normally set through the red beds, or to the red beds,
and the‘purpose of that string is to shut off any surface water,
fresh water, that might occur in the area. And the purpose of the
second string is to shut off the upper water which occurs between
four and five hundred feet. Mr, Merrill testified to that on his
Exhibit Number 4, the Sonic Log and the sample log. A&nd also, it
is considered, called a "ca&e" string; in that it protects against
;the cavings, that is the same thing I am trying to protect against
on the rotary program.

Then, the surface casing is {he same as required under the
rotary program, about 1300 feet; and the salt protection string,
likewise, And you are permitted, after setting the salt protectior
string, to cable tool drill into the pay formation and cut your

salt protection string, remove it from the well,
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pulling the two upper strings that are shown dashed on the exhibiti

. Then we would cable tool:ahead down %o the top of the Yates formatioh

production string and égﬁenﬁﬂit then back to the su;faée, under
R-111-A.

And in that regard, if you were to have drilled into the
Sinclair discovery well with cable tools, you would have filled
the hole almost to the surface with oil; and when the salt pro-
tecticn string, if it were cut, and this is under a cable tovol
progran, we drilled our discovery well with a rotary, but under
the cable tool program, if you were to cut the salt protection
string, you would then be placing the oil -on the potash deposit
directly during the time it takes to run your oil string, and I
don't believe that that short contact would be in any way detri-
mental to the potash deposit. Howeer, neither of the Sinclair
proposals would permit that feature to happen, and therefore, I
say our proposals offer even more protection in that respect than
does R-111-A.

To continue, in the Sinclair proposal on the cable tocl
program, we are recommending the same proposal as written for the
Teas Pool. And that would require surface pipe set at about 800
feet, which is through the Santa Rosa, which is the lower water
producing sand in the area, and into the Dewey Lake formation.,

YWe would circulate cement behind that pipe to the surface, after

and we would set our oil string at the top of the Yates,

And T would recommend that we be given the same latitude

é%%g\
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here, that we tack that oil production string until we have drilled

into the Yates and have established the production. And then, at
that time, come back and circulate cement back up into the surface
pipe at least 50 feet. I ask for that option, which is the same
option, I believe, that has been granted in the Teas Pool rules.
And the cement requirement as to the circulating back up 5C-feet
into the surface pipe, is the requirement in the Teas Pool rules,
so we ask for that option. If we were assurred of production,
we would cement the pipe before we drilled -- cement it back up
into the surface pipe before we drilled into it.

Q What savings would be encountered under your proposalf

A Cable tool drilling this well, under Order R-11l-A4,
would cost $43,127.00. Under the Sinclair proposal, uader the
Teas Pool rules, it would cost $33,589.00, which is a savings of
approximately $9,900.00 per well.

Q Now, as to your proposed cable tool program, I take
it from your testimony, that the OCC has granted similar variationé

to the rule?

a Yec, they have granted this exact rule in the Teas
Pool.
Q I believe I fcrgot to ask you earlier in the testi-

mony, is the discovery well a flowing well, or is it on ovump?

A No, it is a punping well. It was tested by swabbing,

and it is completed as a pumping well.

[}

Q Is there any additional information you wish to tell

o
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the Commission in reference to Exhibit Number 77

A No, sir.

Q At this time, will you refer to Exhibit Number 8,
and explain that.

A Exhibit Number 8 is another diagramatic sketch. 4&nd,
I have shown on this sketch what the condition of the well and
the bore hole would be after depletion of a producing well, and
the plugging and abandonment of the well, in accordance with Rule
R-111-A, considering that the wells are drilled under the Sinclair
rotary proposal. ,

The sketch on the left is the producing well, and the sketch
on the right is the dry hole, what it would look like. This sketch
shows, with regard to the producing well, starting at the bottom
of the diagram, that after we have depleted the oil and gas from
all possible zones in this reservoir, including any that might be
behind the pipe, that we would set a cast iron retainer immedi-
ately above those pipés, and we would squeeze cement;-under pres-—
sure down through that retainer and inte the perforations
back into the formation. Thus, effectively sealing off the old
depleted oil and gas zone from this well bore.

Then, we would have a drilling mud up to the base of the
salt, at which time we would spot a cement plug from the base of

the salt to the top of the salt, in accordance with Rule R-111-A,

ACL S-SR IS I U SO
T wWOulLu uliTIil 11ave
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iua up o a point near the seat of the surface

pipe.
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Now, by ceﬁénting the sdfface pipe, the o0il string up into
the surface pipe only 50 feet, we are able to ;ut the o0il string
and recover it during the plugging operations. We will recover
the top 550 feet of the oil string. And, in obder %0: pre-
tect against that cut, we would spot a 100-foot cement plug 50
feet below the cut and 50 feet above the cut, thus preventing the
possibility of any migration of fluids by virtue of that cut.

Q. Including wateip?

A Including water; And of course, the surface would

have a cement plug at the surface, and steel markers as required

| by the Commission. In the case of a dry hole, we would in that

case, come up to the base of the salt and spot a cement plug all
the way back up, and tie it up into the surface pipe, which would
have been set at 600 feet. Thefefore, effectively shutting off
any water zones that might have been encountered in the drilling.
Q Mr. Anderson, what are Sinclair?s intentions as to

further development in the immediate future, within this area?

A We have a requirement to drill, an obligation to dril%

in this area, and we are very anxious to get approval ¢f this
program so that we can go ahead. W, have been holding up on the
second well, pending the outcome of this hearing; but we intend
to diligently drill ahead and develop all of the acreages as shown
in red on Exhibit 1.

Q Have you tabulated the various instances where the

0il Conservationn Commission has granted variations or exceptions

!
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to the Rule R-111-A within the Potash area?

A Yes. I have made a study of ﬁhe Commission orders
file, and I have found where practically all of the modifications
that we are asking for here today, have been granted by the Com-
mission in several instances before.

Q Do you have sufficient copies that you might pass

| out to the Commission?

A I didn't prepare that in exhibit form, but I believe

1 do.
Q Well, refer to vour own and continue then, nlease,
A Our proposal that varies from Potash 0il Rule R-111-A

with regard to setting only 600 feet of surface casing, instead
of 1300 feet, has been granted in numerous other instances. As
shown on the righthand side of this tabulation, in the Teas Pool,
they require surface casing to be set through the Santa Rosa,
which in this pool would be found at about a thousand feet, it

would require about a thousand feet of surface pipe. A4nd, R-111-4

in the Teas Pool area, would require 1400 feet of surface pipe.
And, over in the uLynch-Yates Pool their rotary rule requires
only 80 to a hundred feet of surface pipe; and the cable tool rule
requires that you set through the Santa Rosa, wnich is the same

as the Teas Pool. Our 968, our 999, and our 1021 are individual
well exceptions, and they don't require any surface pipe to be

permanently installed; they provide for use of several strings of

pipe, in cable tooling the hole, but they permit the pulling of
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imitted the elimination of salt protection string in these known

all other strings, and the ceﬁ;hting of the oil string back to the
surface. So, they dispense with the need of any surface casinz.
And, Order R-1282 is an individual well exception, and requires

70 feet of surface casing.

A1l of the above instances just mentioned, have also per-

drilling areas. The requirement that permits you to bring the

0il strings, cement up into the surface casing 50 feet instead of
circulating to the surface as required by R-111i-A, has been granted
in the Teas Pool rule. And then, to drill into the pay without

first setting a salt protection string, has not previously been

granted; however, as I stated before, R-111l-A does permit the cut&T
ting and the removal of that salt protection string, thereby open- 1
ing the well bore to the o0il and gas zone at the same time as the

Potash zone, which is the same éituation, I feel, as we are asking

3

for here, as we are drilling into a known area where we have

enough information on, !

Q And your rule 1s actually an additional safeguard,

i as o what hazsrds mignt be encountered by cutting and pulling
the casing?

A Yes, sir. As to that, any time that you work on a
well, and cut casing and pull casing and what not, there is an

|
|
[
!
|
i
element of risk involved, and of course, we are saving that much i
i
risk by eliminating the need for all of that well work., (

i

9 Mr. Anderson, where is this closest Potash operationij
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within or near the discovery-aréa?
A I am advised that there is a Potash mine in Section
21, Township 20, Range 32, which is approximately six miles West
of the discovery well, and that this mining operation is by
another company other than the one that has the potash lease under
our discovery area. |
Q Were exhibits 1 and 5 through 8, prepared by you, or
under your supervision?
A They were;
MR, WHITE: We offer Exhibits 1, and 5 through 8,
into evidence at this time,
MR. PORTER: Without objection, Exhibits 1, and 5
through 8, will be admitted into the record.
Mr. Anderson, would it be Sinclair's intention to drill
with cable tools, or rotary tools? |
A We are actively driliing the area with both types of
tools, and the next few wells, at least, we will drill with rotary.
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tools in the area also.

MR, PORTER: You indicated an élément of risk in
cutting and pulling your salt protection string., What are some
of the dangers that you might encounter by doing that?

A One of the things is, in pulling the salt protection
string out of~the well, it is possible for it to part, or to slip

out of the tool, and drov back down into the hole, and it could
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collapse, accordian, in such a manner that it would be impossible
to fish it out., On the other hand, there is an élement of risk,
you could lose the well, and if you did that, it would be practi-
cally impossible to cement that hole back to the éurface, to shut
off the oil and gas at the bottom.

MR. PORTER: 1In other words, it would make plugging
the hole satisfactorily, impossible? |

A Yes, sir. I would 1iké to say that things like that

dont't happen too frequently,“it is a very rare occasion, but there
is an element of risk.

MR. PORTER: Mr. Walker.

CROSS EXAMINATION

BY MR, WALKER:

Q My. Agderson, when Mr, Merrill was testifying, I
asked him a question as to the reason why the salt protection
string was not placed in your discovery well., He advised that
you possibly could give the reasons behind that. Do you know,
and if you know, would you please tell the Commission why that
salt protection string was not placed?

| A Yes, This well was set ﬁp, and as stated on our
notice of intention to drill, we intended to complete this well
in the Mid-Delaware Sand at a depth of 6500 feet, and that was
tée objective of the test. We were required to set a salt protec-
tién string from 100 to £00 feet below the salt section, We

anticipated that we would find porosity in the Yates formation.
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In drilling ahead to 7500 feet, we decided th;f we would
drill through that porosity, if it occurred in this well, within
that 500 foot range, that R-111-A specifies, and we would drill
through it and have the porosity in behind the intermediate pipe.
At the time that we drilled into this pay, and discovered it -as
a new 01l discovery, we were drilling with a twelve and a quarter
inch bit, preparing to set intermediate casing at eight and five-
eighths inch casing, and if I-were the geologist, 1'd say this:
We did not anticipate that we were going to make a well in the
Yates.

I don't know whether we :were 'surprised, but we were pleas-
antly -~ it was very nice that we did; so we changed up our well
right there. We abandoned our deeper objective; and we set five
and a half inch pipe, and at that time we had drilled inteo it,
we didn't know what to do. We considered the problem, we had
already drilled into it, had already done the damage, so we con-
tacte& the 0il Conservation Commission, and asked them if we could

set through it, being as we had already drilled through it and

3

intc it; and they appreved that under the circumstences, and
that's why we didn't set it,
Q At that time that you commenced drilling this dis-

covery well, you were aware ol the fact there was a preduction in
the Teas Pool from the Yates formation a mile and a half to your

Kast?

A Yes, sir.
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| Q@ Now, referring to the provision of R-111-A, as to |
the salt protection string, that portion which states that,"provi-
ded that such string shall not be set below the top ¢f the highest
known oil and gas zone," taking into consideration that require-
ment, do you feel that at the time you hit the Yates formation,
realizing there was production a mile and a half to your East,

that you were in a known oil or gas pay zone?

A No, sir.

Q That was your conctragbien?

& . We considered this a'discéféry well.,

Q I believe, Mr, Anderson, that you stated you might

possibly encounter some salt water in drilling additional wells
out there., Did I understand you correctly on that?

A Yes, sir. |

Q Now, if you encounter the salt water, I believe you
stated that you didn't feel you have any problem in maintaining

your salt saturation in going through the salt bed, is that

correct?
A Yes,sir.
Q@ Would you normally expect to anticipate any problem

of maintaining a potassium saturation, assuming you were getting
salt water by your drilling equipment?

L I don't believe that it is very likely that I would
get salt water in the drilling fluid. However, I believe that

possibly if we got some salt water in the drilling fluid from those

4
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zones, I don't believe that it would be sufficient to dilute the
potassium concentration enough to be affected. '

Q Is it possible that you could bleach the potassium
formation, if you encounter salt water?

A Yes, sir.

Q Mr. Anderson, do you agree that there is a possibilitﬁ
that you might possibly be getting soﬁe production from the Seven
Rivers formation?

A Yes, sir.

Q Mr. Anderson, are you familiar with any of the prob~
lems which were encountered in drilling operations in the Tonto

Field, which lies to the Northeast of your discovery well?

A No, sir, I'™m not aware of any problems.

Q Do you know from what formation the Tonto Field is
produeging?

A | I believe it is producing from the Yates, or the

Seven Rivers,

Q I believe,Mr. Anderson, you stated that, or outlined
to the Commission, some of the advantages in setting your produc-
tion string on the base of your pay gzone?

A Yes, sir.

Q Is it possible that this procedure could be followed,
and still comply with R-111-A, without exceptions?

A R-111-A permits that orocedure, yes,'siro

Q In other words, you could comply with that procedure,
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without any exceptions as to salt protection strings, or surface

casings?
A Yes, sir.
Q Mr. Anderscn, do you agree with Mr. Merrill, that

there is a possibility that you might encounter high pressures,

sufficient to overcome the hydrostatic head of your drilling rig?

A Very unlikely.

Q But possible?

A I believe anfthing is possible.

Q Now, if that situation occurs, what remedies would

Sinclair 0il take to confine that pressure if, assuming that the
drilling fluid was blown out of-the héle?
A In drilling a well, we have on hand weighting materiall

always, and we are prepared for those kind of contingencies. And i

I
|

we always have a lot of circulation material on hand, which before
a well would blow out, you almost have to encounter a thief zone
teo, a zone that is going to take your drilling fluid, to void
your hole. And we have, the industry has developed over the y:ars,
many safeguards to prevent that; and it is very uncommon for that
to nhappen. Even in drilling through high pressure areas, it is
very unusual for a well to blow out. |

Q And let me ask you a question this way: Assuming
that you did hit a high pressure zone in drilling, that was suffi-

cient to overcome the hydrostatic head of your drilling fluid, is

it possible that oil, gas, or water, under pressure, could migrate
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upward into the area in whiéh ggé“ééié S;Awiéﬂlocaééé, aﬁd migrate
into the clay seams found in the salt area?

A Yes, sir.

Q That is possible?

A Yes, sir. !

Q As far as you know, is that the primary, one of the
primary purposes for which the salt protection string provision
is made in R-111l-A, to prevent such a thing from happening?

A Yes, sir. And I might say further, that the is a
self-avowed exploratory test rule, and waS necessarily set up to
protect against that eventuality. I have now recommended a casing
rrogram in an area that we have information on, and it is extremely
unlikely, in my opinion, it is almost impossible, to encounter
high pressure oil or gas sand before we encounter the pay zone
that we are completed in. And in it, which is in the Yates
formation, when we encounter the pay zone in the Yates formation,
if it is the same reservoir as our discovery well, it is certainly
going to have a bottom hole pressure of 1160 pounds or less. é

Q Now, assuming that nhigh pressures were encountered
in drilling, and the salt protection string had been placed in the
hole, would that prevent, or would it be more likely to prevent

this oil, gas, or water from migrating up into the --

A Yes, sir,

MR. WHITE: Just a moment, Along this line of these

|
;

hypothetical questiéns, as to the remote possibilities of there J
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being certain high pressure gas or oil formations in this area,
the testimony up to the present is to the fact that there is no
high pressure gas or oil formations in this area, which has al-
ready been established by the drilling of the discovery well.

Now, on cross examination on these hypothetical questions,
we have no objection to it, if Mr. Walker intends to show and
establish that there are high pressure areas in this area. If he
doesn't, the whole line of testimony ics irrelevant and immaterial.

MR. WALKER: Mr. White, I will connect it upe.
MR. WHITE: Very well, continue.

Q (By Mr. Walker) Mr. inderson, you stated that you,
at the time you started drilling this discovery well, you did not
anticipate encountering production in the Yates formation, although
tﬁere was production in the Teas Pool one and a half miles to the
East, is that correct?

A As T said before, the Yates formation was indicated
to be productive in the area, by the Teas and Salt Lake Pools.
And while we weren't, I'd say, we weren't completely surprised at

f’indipg it, we cortainlyv didnts

oA s siiay Aahwart

o complete ana discover

a new oil field in the Yates formation, in drilling this well,

in that the Yates formation in the Salt Lake and Teas Pools had
been a very marginal fomation, and hadn't nowhere exhibited the
fine productive characteristics that our discovery well has. So,

we were to some extent surprised to discover it.

Q Now, with reference to the exceptions which you have

4
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- . S - —
previously testified to, did I understand you correctly, or incor-

rectly, are you attempting to infer, I mean, or to imply, that
any form of precedent has been set in this area to the casing
requirements?

A fes, I was attempting to show that after notice and
hearing before this Commission, that similar exceptions that I am
asking for, have been shown to be feasible and acceptable, and to
provide adequate protection to tne potash deposits; but T dont't
expect that fact, however, to be the factor that determines whethes
those exceptions are granted in our well. Ours is a separate
case, and I'm attempting to show pertinent facts in our case.

Q Do you know whether or not, Mr. Anderson, any of those
dewere exceptions which you have previously testified to, were on
lands upon which United States Bérax and Chemical has leases?

A No, sir, I don't know. |

MR. WALKER: I have no further questions.
MR. PORTER: Does anyone else have a question of Mr.
Anderson?

QUESTIONS BY MR, PAYNE:

Q Mr. Anderson, are the pressures encountered in the
Teas Pool in excess of those which you encountered in your dis-
covery well here?

A No, sir.

Q Do you know, of your own knowledge, whether a blowout

was encountered in one of the wells in the Teas Pool?
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A No, sir, I know of no blowout.
Q NoW --
A I might add that those wells were drilled with cable

tool, and would have no fluid in the bore hole, air in the bore
hole; and if they encountered a gas or oil zone, it could bliow
to the surface,

Q Now, Mr. Anderson, on your statement here, showing

situation of drilling intc the pay without first setting a salt
protection string, to the provision which allows the cutting and

pulling of the salt protectién string prior to running the oil

string. Now, isn't it true that by the time you are ready to cut

and pull the salt protectien string, you know whether you are

going to have a blowout or not?

A Yes, sir.

Q It will have already nappened?

A Yes sir,

Q Whereas, if you drill into the pay without first

setting the salt protection string, you don't know whether you
are going to have a blowout or not?

A In speaking of our particular discovery area -- are
you speaking of exploratory test wells, or are you speaking of
our discovery area, in asking the question?

Q Well, sir, you propose pool rules for an area

which would include some twenty-five {0-~acre tracts. So, I am

| variations from the Potash-Oil rule, it appears that apalogizel the

|

1
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interested in, is it the area as a whole, rather than just in the
discovery well?

A Iﬂ the -- with regard to the area, I would say that
there is little or not possibility of encountering high pressure

oil or gas zones in drilling into the pay. In my opinion, there

is little or no possibility, and even if that did happen, I beliewv{

that we would be equipped and able to handle the situation, and
that no damage would result to the potash deposit.
Q I see. Now, I believe you propose to set your pro-

tection string at the bottom of the pay zone?

A Yes, sir. Drill through and set it at the bottom,
yes, sir. |
Q Now, the pool rules for . the Middle Lynch Pool which

is in the Potash area, don't allow that, do they?

A No, sir.
Q Do you know why not?
A Now, may -- let me say this, In reading the pool

rules for the Middle Lynch area, and for the Teas area, I have
given a reasonablé interpretation to them; they are not exactly
clear., If I were recommending drilling btnis Sinclair well in
those areas, I would, in attempting to comply with that rule, I
would set pipe on top of the pay, and then drill into it., However
the rule is not specific in that regard. It is just possible to
drill under that rule, and drill through the pay, and set your

pipe through, perforate, and produce, it is possible to do it

W
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that way, I believe, in reading that rule.

Q The rule is somewhat ambiguous?
A Yes, sir.
Q One further question. Mr. Anderscn, is this land

State land?
A Yes,sir.
MR: PORTER: You mean the entire twenty-five 4O-acre
tracts will be an State land? |
A No, sir; Sectioﬁ 16, which would contairn approximately
twelye or thirteen of those 40-acre locations is State land. The
other lccations are on Federal land.
MR. PORTER: About half and half?
A Yes, sir. |
MR. PORTER: Mr., Nutter, do you have any questions?
MR. PAYNE: The discovery well was on State land? |

A Yes, sir.

QUESTIONS BY MR. NUTTER:

Q Mr. Anderson, referring to your caliper log, Exhibit

do you account for that?

A Now, that is an indication that the hole size is
smaller than the bit size, and that could be occasioned by two
different things. What I believe caused that would be the build-
ing up of a mud filter cake opposite a porous zone during the

drilling operations, after the last time the bit nad been run down
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.tion, and reestablished your --

and pulled out; the building up of a mud cake opposite a vorous

formation.
Q This wasn't by any chance a loss circulation?
A No, sir, it was not.
Q In drilling your discovery well, did you encounter

any lost circulation zone at any depth?
a No, we did not lose circulation at any depth; we used

mud returns when we drilled into the tov of the pay zone.

Q Did you use any lost circulation material at all --
A Yes, sir.

Q -- in drilling and completing this well?

A Yes, sir, at that time we immediately —; we had it

on hand and introduced the lost circulation material, recovered
100 percent circulation, and went on. I might say that in future
drilling, we will have the lost circulation material in the mud
prior to encountering that zone, so that there‘will be no returns

lost when we drill into that zone.

Q How long did you lose returns?
A I don't know, a matter of hours. ,
. I
. . . |
Q You did lose the return, and introduced lost circula-

A No, we never lost circulation. We always had some
mud returning to the surface. We always had the hole full of mud;
we never lost circulation in drilling the well,

Q But you were adding mud?
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Yes, W€ were adding mud.

Are there any shows of oil, OF gas anywhere jn this

+ our other witness might pe able

Lo answe that question petter ghan L1 cane

Q And then the only Y
and a half away?

A Yeé, gir.
Q 1 mean Seven Rivers, beg Yyour pardomn.
A No, SiT» it 1is Yatess
Q You are producing from the Yates, 1S 1t nob?
A o0l, and the galt Lake Pool

rhe Seven Rivers production is a

1

\ MR, PORTER: wy,. Anderson, 1 believe that thes® pools\
are OpeD to this formation? |

b Yes, SiTe \
|
Q (By Mr. Nutter) NO¥ Mr. Andersof in looking at *

\ your Rotary Program Exhibib Mumber 6, L notice ghat the cost of a

| well under theprov’sionscﬁ‘Order pumoer R-111-A 18 $u1,196.00;

1

and the cosb of the well under the Sinclair proposal is 33&,225.00*
Would you give us & breakdown O 3pcluding the‘
casing, please ~~

Yes, Sire
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Q -- particularly casing.

contractor, and cost of mud material, and perforating charges, and
eiectrolog, surveys, and cementing services, overhead charges,
district overhead, and what not, labor and trucking, and all those,
are about the same. Under the R-111-A, I have estimated those %o
be $27,328.00. Under the Sinclair proposal, $24,921.00.

The tangibles, which are your casing, and your Christmas
tree -- I don't have a subtotal on my tangibles, I will have to
Egive you thosé item Dy item.

| Q What I was particularly interested in, now, this
R-111-A charge, are you including the cost of that salt protection
string there?

A Yes, sir,

@ Are you including the salvage, or deducting a salvag-

ing from that?

A Yes, 5ir.
Q What doeg the string cost?
A Figure I am going to leave about a hundred feet of it

in the hole, and that's full cost, $3.03 a foot, would be $303.00,
I am charging for the use of 2800 feet of it that I do get for
recovery, and I have charged for the use of that pipe, call it
depreciation, if you will, a hundred and fifty dollars.

Q In other words, what you are including at 100 percent

value, and then when you pull it out, what value are you giving it

A The intangibles, which include the cost of the drilling

R Y S R T T
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when you pull itvout?

A Normally, the reduction would be 25 percent; I don't
know that I gave it that much.

Q How long would that pipe be in the hole?

A I did not give it that much of a reduction, I gave
it about a 10 percent reduction.

Q Is it possible to run a four and a half inch pipe
to the top of the pay, and then set a liner of some reasonably

smaller than the four and a half inch, after you drilled,into

your pipe?
A No, sir.
Q Is it possible to set the pive on top of the hole,

and then drill into the pay, and underream and lower your pipe

into the pay?
A Setting it on top of the pay without cementing?

Q Yes, sir, laying it on top of the pay, prior to the
time you drill into iLT

A Well, that is a frequent practice on the cable tool
drilling, when you have set water shut-eff pipe, or something,
and then you drill a little further and find some more water, and
rather than set another pipe, you underream it and lower the pipe
you have already sef° And, of course, you have set that in mud
at this depth, 320C feetj; I believe it would be possible. It
certainly would be more hazardous than, I believe, than the way
I have proposed working with the underreaming tools.

Q What would be the hazard there?

OO s i SR
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A I believe that it might be desirabie on that under-
reaming, to go to cable tool operations, and there you would have
your hole, no fluid in the hole, and you would be underreaming
with cable tool operation, and you would have your pipe set there,
and you would not have it cemented; and the minute that you moved
it, to carry iv on down to the pay, you would be exposing behind
that pipe any pressures, or --

Q Well, is that advisable for rotary drilling, or not?
A I’m.not familiar with that, that is not a usual (
pperation, I don't know of Sinclair in my area, ever having re-
sorted to that opération; I'm totally unfamiliar with it from a
rotary drillingAstandpbinto

From a cable tool drilling standpoint, it would be very un-
desirable. We prcobably wculd rather vroduce the well as an open
hole completion than to do that.

MR. NUTTER: I see. 1T believe that's all. Thank vou.

MR. PORTER: Are there any further questions?

QUESTIONS BY MR. UTZ::

Q Mir. Anderson, I notice you have an area colored here

in the S} of the SY,is that State land?

A South half of the Southwegt quarter?

Q Yes, sir.

A My map indicates that that is State land.

Q Do you enticipate the answer in this area, to be simi-

Lar to the condition encountered in the discovery well?

i
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A I would say that there would not be too much differ-
ence, However, our present structural control and lack of oil-
water contact. does not show our reservoir to extend that far at
this time. So, as far as oil production is concerned from that
tract, I, at this time, I don't anticipate, on the basis of know-
ledge I have now, that that will be included in the reservoir

that we have discovered.

Q In other words, that is going in your drilling
program?
A No, sir. With resvect to my statement on my drilling

program before, we don't simultaneously drill; we will drill out

from the discovery well, and extend the field step by step.

Q Are you asking for this exception to apply te this
acreage?

A I would like it to avply to the reservoir that we
have discovered. And, as that rescrveir is extended; as the

field, the vool is extended by subsequent drilling, why, I would

like these excevtions to apply to the extended area, and to any

well that is drilled within a mile of the defihed field limits,
MR. PORTER: Any further questions of this witness?

QUESTIONS BY MR, PAYNE:

Q Mr. Anderson, isn't it true that the vool rules for
the pool, that have been set uvp in the Potash Oil area, that those
pool rules do not avoly to wells within a mile of the pool, that

they only avply to wells within the pool?
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A Well, sir, I don't know the answer to your question.
Q Rule 3, of the Midd]e Lynch-Yates Pool Rules, Mr.
Anderson?
A Yes, sir, the Middle Lynch-Yates Pool definitely sets

up a large area for thése rules 'té:apply to. I don't believe
that is true in the case of the Teas Pool.
Q That's correct.

MR. UTZ: That!s all.

MR. PORTER: Anyone else have any further questions?

(No response.)

MR. PORTER: The witness may be excused.

(Witness excused, )

MR. PORTER: We will take a very short recess,

(Recess.)

MR, PCRTER: The meeting will come to order. Mu.,

Walker.

MR. WALKER: If it please the Commission, I have one

vitness.

(Witness sworn.)

THOMAS T,. GAMBILL, JUNIOR

a viitness, called by and on behalf of United States Borax and

Chemical Company, having been duly sworn, testified as follows:

» -

DIRECT EXAMINATION

BY MR. WALKER:

Q Please state your name.

&
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in Geology.
Q

!graduation?
A
Q

A
Q

A

A

Q
A

Engineers? office?
supervisor, for the Lea County Basin.

State Engineers' office?

Thomas L. Gambill, Junior.

By whom are you employed?

United States Borax and Chemical Corporation.
And in what capacity?

As a junior'geologist.

What school c¢id you graduate from, and with what degrg

University of New Mexicd, with a Bachelor of Science
And for whom did you first become employed upon

The Office of New Mexico State Engineers.

.
i NN

And for how long a veriod did you ﬁork for the State
I worked approximately six months as ground water
And by whom were you employed after you left the

Guif 0il Corporation.

And in what capacity were you employed by Gulf?
Subsurface geologist. |
And for how long a period of time were you there?
Approximately two and a half years.

By whom were you employed uvor leaving Guif?
United States Borax and Chemical Corporatioﬁ.

And what yeer was that, sir?




R REPORTING SERVICE, Inc.

Al

4

DEARNLEY-MEIE

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE 58

A That was in 1957.
Q Mr. Gambill, vou have heard the testimony of Mr.
Anderson and Mr. Merrill, as to the proposed pool rules in the

Yates formation, upon which , this application for exception to

Rule R-111-A are made. Do you, of your own knowledge, know whether

or not United States Borax and Chemical Corporation has either a
State Lease, or a Federal Permit for potash on land embraged:
within this proposed area?

A Yes, we do. We have State Leases. Our land tenure
is. outlined in red on the map on the board; that consists mostly
of State Leases, with one Federal Potash --

Q You are now referring to Exhibit 9 --

Yes, sir.

Q -- on the board. And who prepared that exhibit?
A I prepared it.
Q Mr., Gambill, do you know, of your own knowledge,

whether or not there is commercial ore under that vortion of the
land which Sinclair provoses to drill in this pool?

A Yes, I do.

Q What is the source of your information that there is
commercial ore in that area?

A My compvany has drilled a potash core test, at a
diagonal offset Nyrth of the Sinclair discovery well. This core

test was drilled some time previous to this,

Q Do you have any other information, other than your
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company's core test? 1

A Yes, we do. We have ascertained from other companies |
which also have operations and leases within this area, just what
their ore -- what ores have been encountered in their core tests
in this area.

Q Do these tests indicate that there is commercial ore
in this area?

A Yes, sir, they do. Our core test in the immediate
area, had five foot five inches of 17.58 percent K,0 silica.

Q And does that meet the standard fixed by the United
States Geological Suevey for the purpose of determining the
presence of commercial ore?

A It is considerably in excess of that. The United
States Geological Survey's minimum is four foot of L.

MR. PORTER: What was this percentage that you had?

A We had 17.58 percent.
I S La o7 R (o s o i i e S . ]
Q \Dy Mr. Walker) Mr. Gambill, had you calculaoted

the approximate value of the commercial ore that would be the
gross recoveravle value of ore under the area proposed and approved
by Sinclair, assuming 90 percent extraction?

A Yes, sir, I have. On 1,000 acres, or 25 locations in
this area, and information we have, 90 percent net recovery on
mining, 90 percent recovery on milling operations, and that value
of the ore would be 378,000,000.00, approximately,

MR. WHITE: 1Is that. the net value --
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A Yes, sir,
MR, WHITE:: -- or gross?
A It is gross.
Q (By Mr. Walker) Now, if 25 wells were drilled in

this area, what vercent extraction would you anticipate the com-
pany could make?

A We could possibly count on making an extraction of
not more than 40 percent recovery. This would be té6eliminate any
suhaineﬁce 55 within the area.

Q Now, there are rules of United States Geological
Survey which require you to stay a certain distance away from
wells, as to the subsidence?.’. .o

A Yes, sir, I believe thére is?

Q Now, in the event that only 40 percent extraction
was obtained on this ore., what would be the gross recoverable
value?

A | Again, assuming a 90 percent mill recovery, it would
reduce the gross value to $28,000,000.00.

Q Mr. Gembill, are you acquainted with the Tonto Field

which lies to the North and Bast of Sinclair's discovery well?

A Yo

[9)]

cir T aom
SArx 2 am,

? >

Q Referring to Exhibit 9, will you indicate the loca-
tion of Sinclair's discovery well?
4 Yes,sir, it is the well circled with the green circle

7

Q And wonld you now indicate the location of the Tonto
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Field?

A Yes, §ir, it is this small one right here.

Q Mr. Gambill, do you know, of your own knowledge,
from information received by you, from what formation they are
producing in the Tonto Field?

A They are producing from the Seven Rivers; the Yates
was very thin in that area.

Q Do you know whether or not there were any high pres-
sure gases encountered?

A Yes, sir, there was.

Q Would you genérally tell the Commission the:procedure
drilling up there, and the various problems encountered by them?

A All right. Generally speaking, there was only oh¢ we
in that Field for some time, a Texas Company well., It had a low
gas-oil ratio, it is my understanding, and finally went to water.
Sometime later -- well, to backtrack, during the time that that
well was prodﬁcing, several offset wells were drilled. All of
these offset tests were dry holes, and they had either no gas, or
a very slight show., They were all drilled with cable tools, I
believe,

Some time after the abandonment of the well, Mr., T, J.
Sivley drilled in that area; he discovered production,evidently
from the same zone as the Texas Company well, in his Number 1
iell, which is located 98 feet from the South, and 495 feet from

the Fast line of Section 22, 9, 33, which is to the North of the

in |
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Texas Company well. In this well, which was drilled wiéh cable
tools, he encountered gas above the normal pay zone. This gas
was cased off and utilized, and between the hole and the casing
was filled with mud. At some time after this casing off, I
didnt't ascertain the exact time lapse but it must have been short,
the gas blew all of the mud out of anular spacing. The gas was
measured at L28 MCF per day. Later, an estimated thirty million
cubic feet of gas was encountered below this zone, between 3472
and 3532, The top of the pay in that well was at 3536; it had an
initial potential flowing of six barrels of oil a day. In subse-
quent tests, there was very little or nc' gas encountered also.

Q Mr. Gambill, what was the smrce of your information
as tothe problems encountered by Mr., Sivley in drilling that well?

& These were from scout check sheets.

Q Mr., Gambill, in your opinion, would you normally en-
counter such high pressure gases as were encountered by Mr. Sivley
in drilling into the Seven Rivers formation?

A I don't believe you normally encounter such high
pressure gases,

Q Mr. Gambill, would you tell the Commission in your
own words, the reasons why United 3States Borax and Chemical Cor-
poration opposes any excevotions to R-111-4 in this area, upon the
application of Sinclair?

[y Well, my comvany believes that Order R-111-A pro-

vides us some measture of protection against contamination of the
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potash bearing ore zones from oil, gas, or water. We feel that
any contamination of our potash zones, or any of the salt bearing
formations immediately above or below, would be -- well, you could
term it disastrous tc the mining within that area.

This ore, even though it is ore, is a very relatively low

| grade. Now, the potash industry has been plagued during the last

few years with rising costs of labor and production, and lowering
costs of our finished product. Therefore, our margin of profit

is quite low. Now, we feel that this area could be mined with a
slight margin of orofit, and with declining ore reserves, it is
possible that it will be mined. However, if there were any addi-
tional hazards, such as, and especially charged with gas, and
possibly oil, we feel that possibly we could not afford to take
the risk of mining it at all. Even though these hazards are very
remote, one in a million or so, we still don't believe that we
could afford to tike the chance on menst! lives, and on our lar
capital investment, of developing the mine in this area if there
vas any remote possibility of this havpening.

Q Mr. Gambill, do vou know, of your own personal know-
ledge, what the position of the other potash companies in Carlsbad
is at the present time, with reference to any exceptions being
made to order R-111-4, in areas where there is commercial ore?

A Yes, 1 do.

MR. WAITE: I object to that question, as calling for

an answer that is wholly hearsay,
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MR. PORTER: What was the question again?

MR, WALKER: If Mr. Gambill knew, of his own knowledge|

the position which the ranking potash companies in the Carlsbad
ir» - . i o area have as to any exceptions being made to Order R-111-A; in

areas where there is commercial ore, or on their potash reserves?

MR. WHITE: Objection was that this is testimony that

¥
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el A

is wholly hearsay, what someone else has told him,
MR, PAYNE: Are you entering this to prove the truth
of the matter asserted? ¥
MR . WALKER: It would be oifered for the purpose of

showing that at this time, that not only United States Borax and

Chemical Corporation feels that there should be no deviation from
R-111~-A, but that the other companies concur in that feeling, for !
the reason that there has been testimony introduced in this case

that other companies have allowed exceptions to be made to Order

R-111-4 in the pnast.

MR. WHITE: Companies? We said the Commission has
allowed it. And I have no objection to him testifying as to what

any other parties of record might feel in the matter, but if they

DEARNLEY-MEIER REPORTING SERVICE, Inc.

were not pvarties to the matter, I think it should be hearsay.

MR+ PORTER: Objection sustained.
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MR. WALKER: I have no further questions.
FR. PORTER: Does anyone have a questicn of the witness?
(No response.)

‘e MR. PORTER: Mr, Walker, before we close the direct
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examination, did you want to enter your exhibit?

MR. WALKER: Yes, I will at this time. We would like
to move for the admission of Exhibit 9.

MR. PORTER: That will be United States Borax and
Chemical Company's Exhibit Number 97

MR. WALKER: It could be our Exhibit Number 1.

MR. PORTER: I believe that would be 1. Let's identifly

that as United States Borax and Chemical Company's Exhibit Number
1. |
Without objection, it will be admitted into the record.
Does anyone else have any questions?

{No response.)

MR. PORTER: You say if thié pool is developed, the
way I understood you, if 25 wells are drilled in there, without
encountering any additiornal damage to the reservoir, that your
gross recoverable reserves would be reduced from severityv-eight
million to twenty-eight million dollars?

A Yes, sir, that's correct.

MR. PORTER: Would there be any vpossibility of re-
covering all of the reserves, or up to 90 percent, say, if after
the oil or gas had been depleted?

K It would depend upon when we initially mined it,
Now, depending again on market conditions, and also on the avail-
ability of ore, up until the time that the field weuld be aban-

doned in other portions of our leases; if the field had been

)
!
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7
abandoned, and if there nadn't been any damaging of the formation

with these contaminating materials, yes, sir, we could. However,
it is very possible that due to the time lapse in between, that

at that time we would either have developed reserves elsewhere,

possibly out of the State, or possibly the price of potash would

be lowered again substantially, to where this would not be con-

sidered ore.
l MR. PORTER: Well, in figuring the case of the develop
ment of this particular area, do you -- ﬁhis would be an entirely
new mining development? You could not mine this as a part of one
of your present operations?
A No, sir, we would not; it would be completely new.
MR. PORTER: Sinking new shafts, and so forth? !
A Yes, sir. |

QUESTIONS BY MR. NUTTER:

‘ Q ir. Gambill, btalking about this area out here in the
Tonto Field, do you have any jdea how much pressure was on that?

I No, sir, I don't., Now, the scout check does not have
that. I‘assume it was in excess of the hydrostatic, since it
blew the mud out of the hole.

Q Do you think there was any possibility that this mud
nad encountered a lost ciréuldtion zone that had drained out of
the well?

A Not -- well, not according to the scout check, but

that is my only source of information.

e L& Bkl At ¢
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Q And this was, this blowout was from ﬁhe Yates or
Seven Rivers formation?

A I can determine that. The top of the Yates was 3403,
the top of the Seven Rivers was 3428, This gas was at 3430, so

it was at the very top of the Seven Rivers,

Q And there was only 25 feet of Yates in that?
A Yes, sir, according to the scout check.
Q Do you know of any-high pressure Yates gas anywhere

in this area?
A Only by hearsay, that a well being drilled right now

by Mr. Sage encountered gas in the Yates, which blew his tools

“tup the hole. This approximate location is fourteen miles North-

west of the Sinclair well in question.

Q Fourteen miles? i
A Yes, sir.
Q Does United States Borax and Chemical have any plans

at the present time for any mining operations on tnese leases that

they control in this area?

4 No, sir, Ve gb on a 5-year mine projection, and
during the next [ive years, we don't plan on mining this. However,
with additional price hikes in potash, or with unfortunate deple-
tion ol ore within our own mine, due to mining problems, it is
possible we would be mining it before that time.

Q Now, if the area had been drilled ocut, prior to the

time you went into it, to do your mining, would your mining recoven
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be reduced to 4O percent, rather than the 90, if the area were
depleted prior to the time that you mined in the area?

A Assuming all oils had been properly drained and pro;
perly plugged, and assume that there hadn't been any contamination
to the potash horizons, and assuming that the timing was correct,
to where we could economically mine the ore at that time, we could

increase our recovery, yes, sir, past 4O percent,
Q To what nparcent?
A Probably ninety.

Mite NUTTER: Tnank you.

QUESTIONS BY GOVERNOR BURROUGHS:

Q You are basing your seventy-eight millions dollars
gross recoverable on only one test, one test hole drilled, or do
you have other tests throughout the entire area?

A We have other tests; they might noﬂ influence:’this
specific area we are talking about, tﬁis thousand acres, however,
some of the other companies, National Potash and International
Potasn being the princival ones, have given us information which

indicstes that,

Q That your potash devosits extend throughout the entire
area?

& fes, sir. The United States Geological Survey also
considers that it extends throughout the area, and they have in-

formation from all of the overating companies' holdings.




L pEERL e e e

P N oL T

L |
1.

-

1%

DEARNLEY-MEIER REPORTING SERVICE, Inc.

-

ALBUQUERQUE, NEW MEXICO

PHONE CH 3-669)

PAGE  $9

QUESTIONRS BY MR. UTZ: ':

Q Mr. Gambill, with regard to the Tonto well that you
testified to blowing off, you mentioned that there was mud in the
hole, and ye%, I wasn't quite clear on whether the mud was in

the anulus between the vroduction string and the outer casing?

A Yes, sir, It was in the production string. There
had been 2o stiring cf casing set in there, exoressly to seal off

this gas, I assume.

Q This anulus, that was loaded with mud?

A Yes, sir, that's right. They evidentiy measured the
flow of gas from the anulus.

Q Do you have any idea what the weight of that hydro-
static head was?

A No; sir, T don't., Just assuming that since they.said
it was mud, that it would be in excess of fresh water, is the only

indication T have.

QUESTIONS BY MR. PAYNE:

Q Mr, Gambill, are you and United States Borax and
Chemical Company objecting only to the proposed cable tool program,
or rather to the rotary program, or to both?

A We are objecting to both. Ve are objecting to any
variations from Order R-111-A.

Q Now,do you feel that the Teas Pool Rules have con-
stituted a2 hazard to the potash deposits in that area?

A I feel that at the time that they were made, they
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probably did, yes, sir. I mean, drilling since that time hasn't
proved out the fact, but yet there is still a remote probability,
yes, sir.

Q But you don't know of any instance where wells have
been drilled in the Teas-Pool, and did result in damage to the
potash deposit?

A No, sir, I don't, However, that isn't our lease, and
so I really don't have any knowledge of it. |

MR. PAYNE: Thank you, that's all.
MR: PORTER: Does anybody eise have a question?

- CROSS EXAMINATION

‘BY MR, WHITE:

2 Mr, Gambill, you stated that if there was a well
development program in that area, that verhaps you would lose LO
percent recovery, is that right?

A .~ No, we would reduce our recovery to 4O percent.

Q Well, now, let's assume that this particular new pool

would be developed under Rule R-111-4, as it presently is. Would

you say that your recovefy would only be O percent?

A Yes, sir, that's correct,

Q And so, as far as this hearing is concerned, accord-
ing to your figures, you would have a 4O percent, only a 4O per-
cent recovery, regardless of whether these rule excevtions were

granted or not?

kL Well, it is possible that if these exceptions were
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granted, that we would recover no ore in the area.
Q And what are you basing that on?

A Due to the possibility of contamination of the potash

and in allied salt beds, with 60il or gas.,

Q Do you have any other basis upon which to base that
conclusion?

A What do you mean, sir?

Q On what basis, on what do you base that conclusion?

A I base that conclusion on the fact that there is a

potash horizon,

Q And your conclusion is just based upon your personal

opinion of that Dossibility?

A It is based on that aSsuiption, and my assumption is
based upon the evidence of the Tonto Pool, and that evidence that
actually, other than the three or four producing fields in this

area, the drilling density is quite low, and therefore not enough |

information is known.

Q How many miles aviay are you from the Tonto Field?

A Approximately Seven and a half, it appears, ‘
Q And how many miles away was Mr, Sivley's well? |
A Fourteen miles,

Q And those are the two factors that you are basing that
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conclusion on?

A Those, and the idea that very little information is
known in the area in between,

Q Now, you are objecting only during the drilling
operations, or subsequent operations of the wells?

A Well, we believe that we could live with the subse-
quent operation of the well, if the beds hadn't been damaged with
these contaminating factors. |

Q And there is no evidence that this particular pool

is contaminated at the present time, is that right?

A There is no evidence that the first well contaminated
the salt.

Q Wnen 1t was completed on your own proposed program?

A No, sir, that's right.

Q Now, as 1 undérstood you to say, that in the Tonto

Field the Yates lourmation was approximately 25 feet thick?

A 25 feet thick, yes, sir, according to my information,
that's correct. :

Q dnd in the new discovery pvool it is approximately a

nundred feet thick?

A Well, it is thicker, yes, sir,
Q Do you think you can compare those two wells?
A Yes, sir, I think you can. I think the overations

are quite similar. The formation itself compares, is quite

similar.

R e e T




|
|

e

ot et el

DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE 73

Q Now, as to the gross recoverable oil, I mean, ore,
ninety percent of it could bé recovered:if-the field is not
developed; and you could recover only forty percent if it is,
Isn't it a fact that you folks were notcoontenplating the develop-
ment of this area during any drilling development?

A No, sir, we probably would not while the wells were

being drilled. We would want to be assured that the salt section
hadn't been contaminated before we would initiate a large capital
investment.,

Q In other words, you have nc plans to go in and develop
lthis particular area,.if this o0il pool is further developed, until

the o0il pool has been depleted?

A No, sir, Qe might actually not go in there until after
it appears that it has been drilled up.

Q That is what I mean. }

A Yes, sir, not completed.

Q ind assuming there is no contamination of the potash,

could you get approximately 90 percent recovery?

A No.
Q Approximatély how much?

' '
A Well, now, maybe we are talking abaut two different

things. You mean after the field is depleted?
Q Yes, after it is completed.
A Assuming there nas been no contamination, and assum-

ing that all plugging procedures have been successfully completed,
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it would éppear we might get 90 percent, yes, sir.

Q Now, will you get up and show on that plat, just wherg
the thousand acres are, upon which you base your seventy-eight
million gross, in relation to the subject well?

A All right, sir. I draw that from-previous tests of
this area here, which would be this area here (witness draws, in-
dicating). This will have to be a rough sketch.

Q Now, the lease that you have covering'the subject
pool, was acquired when, in 19367

& I really don't know; sir.

Q This is just -~- before that -- this thousand acres,

does that contain just one lease, or is it a part of a larger

lease?

A - Actually,: the thousand acres;, &s Sinclair: has dnawn,
aren't completely on our lease. However, the land is open in the
area; and if we did mine the area, we would acquire additional
leases. ' ’ \

Q How many acres of the thousand acres, do you actu-
ally own?

A I really could rot tell without drawing it on there.

It appears that it is a majority of it.

Q You do own more than 640 acres?

A Yes, sir, we do.

Q Have you made any effort to acquire the full thousand
acres?
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A Well, no, sir; we were just informed that they have
a thousand acres today.

Q Well, how many acres do you actually own, right in
the pool area?

A in the pool area; I réally don't know; because I
really didA't know what the pool area was until just a few moments
ago. |

Q Well, then, your thousand acres is sort of a false
assumption, isn't it?

A Weil, I can give it to you on that Section 16, if you

would rather,

Q Now, where are your closest operations?

A They are several miles to the West. |

Q Approximately . how many miles?

A - Approximately eighteen,

Q &nd you referred to the gross recoverable ore as

being seventy-eight million dollars; what would your net be?
A I really don't believe I am qualified to answer that,
And I don't know that anyone would be, not knowing what the condi-

tions will be then.

Q You have no idea?
A Mo, sir, I really don't.
Q Well, now, if you went in there to develop that var-

ticular area, you would have to sink a shaft, wouldn't you?

& Yes, sir, we would,
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Oh, approximately three and a half miles, Im just

guessing on that.
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mining machine costs today,

And what type of equipment would you have to use in

order to mine thig?

We would probably usea continuoushﬁning machine,

And would you have to censtruct an underground rail-

No, sir, with this type of machine, we would use

|
I’ ﬂ
/ |

Would you have diese] lQCOmotives, or diesel engines?

No, sir. J
What would you use? !

!
We would use the conveyor from tha continuous mining f
to the shaft prover,

Can you give us any estimate as to the cost of jin-

stalling your equipment?

I can give you an estimate on what the continuous

What is that?
$245,000.,00 apiece; we would hsve more thap one,
Now , aporoximately how many would you need?

That would depend upon the tennage we anticinated

from this mining operation, And, that in tupen vwould de-

pend on whether we woulg continue operations where we are now , J
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or whether we would open up any other operation.

Q Well, how much do you expect you could recover --
A Per day?
Q What I am trying to find out is, how many of these

units you would need.

A Oh, I supvose, it is very possible we would need six
of them.

Q That would be approximately how much?

A Well, six times this quarter oi a millicn ddilars,

a million and a half.
Q Then you would have your continuing costs, such as
overhead, operating costs, and so on, wouldn't you?

& Yes, sir, that's right.

Q And can you give us any estimate of how much that

might amount to?

A No, sir, I certainly can't, it is out of my field.

Q Then it would be a pretty expensive operation, would
it not?

A Yes, sir, ve would have a larée capital investment,

initial capital investment.
Q And this is marginal commercial ore, is it?
A Mo, sir, it isn't marginal it is very much lower grad%
than what we are now mining.,

Q How thick is this potash deposit?

& Aoproximately five and a half feet,




DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, NEW MEXICO

PHORE CH 3.669}

PAGE a9
Q And what percent?
A 17.58 percent K,0.
Q 17.58. Isn't it a fact that according to the United

States Geological Survey, deposits of four and a half feet thick

and only 1L percent, is about the cutoff  --

A Four feet --

Q -- as to the commercial?

A Yes, sir, four feet to 1l4i.

Q And this is not what you wouldbconsider high grade?
A No, sir, it isn't. |

‘Q Now, approximately how many men would you intend to
employ to develop this deposit?

A That again, would depend upon the anticipated pro-
duction, T would just have to make a very rough estimate here.

And, you mean at the actual mine site?

Q Yes, within this potash, within the discovering area.
& Yeg, sir, T wonld inst roughly estimate a hundred men|
Q Is that underground?

A Yes, sir, mostly.

Q At one time?

& No, sir.

Q Well, how many at one time?

A Oh, probably thirty.

Q In other words, you would have to have three shafts

then, is that correct?

i

Al o ey a s o nd s 1 ey

s et as el ik Bl RS AR AR A - ek Sk i e




PAGE 80

? ) A No, sir, thj*‘ B
E Q Two shaftg?
E A Yes, sir,
; - s Q And that woulg be three million dollars apiece, per
; shaft?
P z
R g

the size of our second shaft,

r

H

. . i
recovery in the mill, : !
i

g
~
&y , .
} - Ea Q Now, what do you Say the value of the potash deposit
o 2; is, the Eross valuej just under the Subject o0il discovery?
Lo 5§ | A Just in that 40-acre tract?
e ég Q Yas.
RS
- & 4 Well, the value of that ore is 378,000.00 an acre
;. 5 ’
e ~ So it would be forty times that, Now, that ig assuming 90 percentf
oy ¥ ) % . |
>
-t

= Q What depth are you carrying on your present mining
, §§ ! Oberations?
" b; A Approximatély a thousangd feet, |
Eg | Q x And what grade ore ig thai /
Eg g f A T hesitate to say, I
| ' E§ g / Q Can you give uS any estimate? !
i ' é A Yes, sir, it is in excess of this grade, ﬁ
3
; § Q Would yop Say in excess of 25 percent? {
! A No, sir, it isn'g, Well, not the whole mine, por-

]

!

] tions orf it are, ves  sin», 7 will say it is between 20 and 25 f
J

|

| f
i . bercent,
;

i .

\

\

|

|
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And this was, you say, 17 percent?

Seventeen and a half.

Now, what do you mean by a slight marginal profit?
I mean, we don't make Very much profit right now,
You don't make much profit right now?

Yes, sir.

O » O B O P O

And it will give you less when you undertake to
develoo this?
A Yes, sir, that's correct.
Q And would you deny the statement that you have
had this lease on this particular oil discovery, since 19367
A No, sir, I would not demny it; T don't know.
Q And you have testified that you don't have any plans
to develop it within the next five years?
A Not at the present time, no, sir.
Q Then, we caﬁ conclude from your testimony, that the
net. value of this ore is considerably less than the gross value?
A Yes, sir, that's correct,
M. WHITE: That's all we have.
MR. PORTER: A&re there any further questions of this
witness?

REDIRECT EXAMINATION

BY MR. WALKER:

Q Mr. Gambill, referring to United States Borax and

Chemical Corporation's Exhibit Number 1, assuming that at such
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time as this area is developed, if it is developed, and a shaft

was located at the extreme western portion of the present lease
holding, is it correct that they would probably tunnel off the
shaft and proceed then on up the lease area?

A West, yes, sir, we would extend our development drift

v

to the farthest extent of the ore body of our lease holdings, be-
fore we started serious mining operations.
Q The same would be true if the shaft was located on

the North end of your lease holding?

A Yes, sir; that's correct.
Q Now, assuming that R-111-A was not complied with, as
to the salt protection string, that high pressure gases were ¢on

courntered in drilling, and that the clay seams in the salt forma-
tion were contaminated, is it possible that in the mining oper-
ation of approaching it from either end, it would became impossiblg
to proceed past the contaminated area?

A Yes, sir, thatt's possible.

Q this would result also in naving to leave behind votasn
ores outside of this proposed vcol, is that correct?

A Yes, sir, that is probabiy correct.

Q &nd these other potash ores that might possibly have
to be left behind, are in no way considered in your estiméte of
values?

A No, sir, they are not.

MR. WALKER: Thatts all.
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MR, PORTER: Any further questions?
RECROSS EXAMINATION
BY MR, WHITE:
Q Mr. Gambill, that hypothetical questicn based upon

the fact that there is a high pressure gas or oil zone in that
particular area, do you have any concrete evidence to establish
the fact that there is any high vressure zones?

A No, sir; neither do I have concrege evidence that
there isntt.

Q But you have nothing to establish your conclusion on,

other than the basis upon which the hypothetical question was madeP

A Yes, I have.

Q Within that particular area?

A Within that one thousand acfes.

Q Very well. One other question. Let's assume that a

shaft were sunk on the far western side of your leases, as was

questioned tc you, how many years would it take you to get over

into the o0il pool?

A Less than a year.

Q Less than a year?

A Yes, sir.

Q "~ &nd there is no development at all under it at the

present time?
A No, sir, there isn't,

Q ' Mr, Gambill, have you made a study of the Teas Pool?

vif?)
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A No, sir, I naven't.
Q Have you made a study of the Salt Lake Pool?
A No, sir, I haven't. Yes, well, I will retract that

BN
;

lstatement. I have inspected all of the well locations from the
Salt Lake Pool.
Q Did you find any high pressure areas in that pool?
& I found no information on pressures at ail.

MR. WHITE: That's all.

MR. PORTER: Any further questions?

(No response.)

MR. PORTER: The witness may be excused.

(Witness excused. )

MR. PORTER: Does that conclude your testimony?

MR. WALKER: That concludes our testimony.

MR. PORTER: Does anyoné else desire to.present testi-
mony in this case?

PR WALKER: ir 1t please tne Commission, 1 might add
that in view of the fact that there has been vprevious testimony
entered as to exceptions to R-111-&, on votash holdings held by
other companies, I would like to advise the Commission that there
are representatives of the major portion of the other potash com—.
panies from the Carlsbad area, who are present at this hearing,
and who are available if the Commission desires to question them

as to any matters relating to this hearing.

MR, PORTER: We intend to offer the opvortunity for
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any interested parties to make a statement if they desire.

That concludes the testimony. Does anyone have a statement
that they would like to make?

MR. ANDERSON: Andersdn, John Anderson, of the
Geological Survey. I think in censidering this case, that it
might be well for all of us to go back to about 1955, and consi-
der the circumstances which surrounded the issuance of Order
R~111-A.

Ezrly in 1955, this Commission apvointed a committee, com-
posed of three members of the o0il industry, who were operating in
the 0Oil-Potash area, three members from the potash industry, and
representatives of the Commission aﬁd the Geological Survey. The
committee held several meetings, and reported two times to the
Commission in open hearings. 411 of the matters that we thought
could possibly arise in the drilling of o0il and gas wells in the
votash area, were seriously considered,

The provisions of R-111-4& were arrived at after consider-
able wrangling and threshing around, and they represent the mini-
mum requirements that the potash companies would accept, as being
reasonable protection to their interest. As I recall, the potash
companies insisted upon two things: One was to protect the salt
section from introduction of any fluids from above, oil, gas, or
water; that was to be taken care of by a water string in the top
of the salt. Also, to vrotect the salt section from any possible

introduction of fluids frem below, and that was taken care of by
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___________,________,,,ﬁ“__“___;_________,“_,__“.__f_ﬁ,____ﬂ_,_____w__¢,_____-n“ﬂ“___”__
ithe salt protection string. l

In these committee hearings, and al so before the Commission,

we talked about, nyhy can't we g0 shead and drill into maybe the
Yates,and Seven Rivers, if we drill with rotary tools, with a good
column of mugd, and cement our pipe, selectively perforated, and
produce jt2n There were objections to this on the part of the

ipotash jndustry. The committee considered them, and when the

committeets final recommendation came Up, the provisions of R-111l-

IW‘nich are minimum provisions, are as they are selb forth right to

today, they haven't been changed.

4

|

T think all of it depends, that in mdstxinstances%youﬁdam drill

jnto an oil and gas bearing formation, and you can set pipe, and
you can cement it, and perforate it, and be reasonably sure that
ayou have a good cement job, and that @il and gas is not going to
get out of jts oroductive zone€. At the same time, there are

possibilities which were considered by the commission, and also

1 by the committee, where without a string of pipe, set below the
|

ct

AN O
RO

\pipe, before any productive formation was drilled inbou, ©tha

#accident could happen, the hole might be jammed we vie might not
|be able to set into it to do the remedial work which has to be
done, and that is the reason why that provision is in R-111-4.
Now, probably some of you were around here six or seven

years ago, when aoout every time a well was proposed in the Cil

and Potash area, or near it, there were objections by the potash

veople. e, in the Survey, have a 1ot of them, but since R~111-4

|
|
|
|
|
!
1
|
|
|

|

T |
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has come up, which was agreed upon in committee meetings by repre-
sentatives of the oil industry and the petash industry, and the
regulatory bodies, and was setﬁoub in an order of the Commission,
whenever a well is %o be drilled, the potash companies have not
made objections, except in a few cases. And, in all of those
cases, the objections were found tg be valid.
So, speaking for the Geological Survey, we are reluctant
to see any particular deviations from R-111-A. In some cases,
where we have definitely determined that there is no water, maybe
except for the first three or four huridred feet above the top of
the salt, the expensive requirement of setting maybe an additional
several hundred feet of piveto meet with the provisions of R-~1l1l-A
that provision has been waived by the Commission. And, I think
that that is perfectly justified in those cases, where the potash
companies did not object. But, in the present sense of objections
from the potash company, I don't believe that we should deviate
from the provisions of R-111-A,
. MR, PORTER: Does anyone else wish to make a state-
ment at this time?
MR, WHITE: T would like to make one statement, in
regard to what Mr. Anderson said. I, too, nad a part in the form-
ing of this subject rule. Tt is true that the main purpose of

R-111-i was to set forth stringent rules and regulations for the

T

orotection of the notash deposits, against the drilling of explora

tory test wells., &nd the rule is directed to the drilling of
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wildcat wells within the limits of the potash area. We are not
asking the Commission to deviate from Rule R-111-A as to any wild-
cat or exploratory test wells.

The rule itself, as I said in my opening statement, it con-
templates that upon the discovery of a new pool, that the land can
then be put to multiple use, and it so reads, that, "Upon the dis-
covery of oil or gas in the Potash area, the 01l Conservation
Commission shall promulgate rules for tﬁe affected area, after
due notice and thearing". And we respvectfully submit that our pro-
posed rules in no way would cause waste, and would éonserve not
only the potash interest, but also the o0il and gas interest in the

Same area.

MR. WALKER: 1If the Commission please, with reference !

to just one portion of Mr. White's statement.

&s I understood the portion of R-111-A that he read, I can-
not infer, or see how it could be reasonably inferred that more
lax rules are to be applied in these field rules. It can equally
be argued ;hat more strict rules should be applied.

MR. WHITE: The rule shauld be drafted to fit the
pool conditions, and the pool characteristics, which we think we
have done.

MR. PORTER: Anyone else have a statement to make?

MR. KELLY: William B. Kelly, apvearing for Texaco and
Comnpany.

MR. PORTER: William B, Kelly,.

B - - -
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R S
‘ MR. KELLY: I, William g. Kelly, would like to read

|
|
|
|

’:\.
|
l
|

|

e e e b

the folluwing into the racord, on behalf of the Texaco Company:

nPexaco concurs in Sinclair's application, insofar as
it is a reasonable recommendation that any prudent
operator would make, in that the proposed rules
protect all interested parties."

MR. PORTER: Anyone else have 2 statement?

MR. PAYNE: Mr. Commissioner, we received communica- |
l

tions from the Atlantic Refining Company, Cities Service 0Oil |

Company, and Richardson and Bass, urging approval of Sinclair?'s

application.

Also, we received communications from Potash Company of

e s et

tmerica, Southwest Potash Corporation, National Potash Company,
and Farm Chemical Resources Development Corporation, urging the
denial of Sinclair's application.

i
1
|

These statements will be put in the record in their entiret#:

TUE ATLANTIC REFINING COMPANY: Midland, Texas,
January 12, 1960:
wRegard Case 1841: It is the recommendation of the l
Atlantic Refining Company that the casing program ‘
proposed by ginclair 0il and Gas Company for the E
Potash 0il area be adooted. It is our opinion that !
3inclair's proposed program will as adequately pro- §
tect the potasn deposits as do the rules orovided L
for in R-111-A. ]
The Atlantic Refining Co., Re B Howard, \
Regional Petroleum Engineer." ]
|
l
!
\

]

CITIES SERVICE OIL COMPANY: HobDbs, New Mexico,
January 11, 1960:

ucities Service Oil Company urges amendment of order
n.111-4 as proposed DY 3inclair 0il and Gas Company l

T T T
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in Case 1841. It is our opinion that the proposed
Rotary Tools Casing Program will not constitute a
hazard in the production of oil, gas or potash but
will prevent waste, assure maximum conservation,
promote economy and permit the recovery of all
oil, gas and potash deposits in the area.

D. D. Bodie, Division Superintendent,

Cities Service Oil Company.™

RICHARDSON AND BASS, Fort Worth National Bank Building,

Fort Worth, Texas, January 8, 1960:

"Re: New Mexico Case No. 1841, Scheduled January
13, 1960:

"W¥ith reference to the subject Case concerning
Sinclair 0il & Gas Company's application for cas-
ing rules in their o0il field discovery in the
Potash Qil Area, Lee County, New Mexico, Richard-
son & Bass, as an oil operator in the State of
New Mexico and lease-holder of tracts in the
vicinity of the subject area, concurs with Sinclair
in their proposal.

"We have examined thoroughly the proposed rules to
be offered by Sinclair and the current statewide
Rule R-111-A., 1In our opinion, the proposed rules
offer as adequate protection of the Potash forma-
tion as the existing state rule mentioned above,
and we recommend that the Sinclair proposal be
adopted.

Richardson & Bass, J. R. Vann."

POTASH COMPANY OF AMERICA, Santa Fe, New Mexico,

January 1h, 1960

"Potash Company of America concurs with US Borax
and Chemical Company in OCC Case 1841 that 0OCC
order R111A should be strictly adhered to in
drilling oil wells in the 0il-Potash Area, and
that no exceptions should be allowed in Sinclair
0il Co anplication.

Potash Co of America, Everitt C. Jourdan."

SOUTHWEST POTASH CORPORATION, Santa Fe, MNew Mexico,

Janmuary 14, 19603
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"Gentlemen: This shall advise the Commission that
undersigned company is opposed to any exceptions
being made to Order R-111-4 in connection with

_ Sinclairs application Case 1841 heard this date,

Southwest Potash Corporation, By Iva A Herbert,

Chief Mine Engineer.n

————

NATIONAL POTASH COMPANY, Santa Fe, New Mexico,
January 14, 1960;

PHONE CH 3-6691

' "Gentlemen: The undersigned company respectfully

! adwises that they are opposed to any exceptions

| being allowed as to Order R-111-4 in Case No. 1841
f and that Sinclairs aoplication should be denied,

| National Potash Go., R, E, Billman,

i  Chief Mine Engineer.n

”‘“"MTH'F"“"““
P

- -
0 FARM CHEMICAL RESOURCES DEVELOPMENT CORPORATION,
= Santa Fe, New Mexico, January 14, 1960:
- "Re: Case #1841 - Sinclaif applications - Hearing
T this date, Wwe respectfully request no exceptions
P -be allowed Sinclair to Order R-111-4A.
- Farm Chemical Resources Development Corp.

PR

MR. PORTER: TIf nothihg further to be argued in this

M e

case, we will take the ¢ase under advisement,

Y-MEIER REPORTING SERVICE, Inc.

|
; ‘ Charles W, Hicks, Geologist,.m
l
!
!
|
|
|
J
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STATE OF NEW MEXICO )
COUNTY OF BERNALILLO ; >

I, THOMAS T. TOMKO, Court Reporter, do hereby certify that
the foregoing and attached Transcript of Proceedings before the
New Mexico 0il Conservation Commission was reported by me in
Stenotype and reduced to typewritten ﬁranscript under my personal
supervision, and that the same is a true and correct record to
the best of my knowledge, skill and ability.

WITNESS my hand this 23rd day of January, 1960, in the City

of Albuquerque, County of Bernalillo, State of New Mexico.

R A e ;//,é/ |

Thomas T. Tomko, Court Reporter.




BEFORE THE OIL CONSERVATION COMNISSION
OF THE STATE OF MEW MEXICO

OF THE HEARING
OIL COMBBRVATION
NEW MEXICO POR
CONBIDERING

:
a

i
g8

CASE NMo. 1841
m m‘ l.lm

APPLICATION OF SINCIAIR OIL &
GAS COMMANY FOR THE CREATION OF
A MEW OIL YOOL IN THE POTASH-OIL
ARRA AND FOR THR PROMULGATION OF
SPECIAL XULES ARD REGULATIONS
FERTAINING THERETO, INCIUDING A
DRILLING, CABING, AND CRMENTING
FROGRANM WHICH DFVIATRS FROM THAT
PRESCRIBED FOR THR POTASH-OIL
AREA IN ORDER R-111-A

ORDER OF THE COMNISSTOM
TOM$

This cause cams on for hearing at 9 o'clock a.m. on
January 13, 1960, at Santa Fe, New Mexico, befors the 041 Con-
servation Commission of New Mexico, hereinafter referred to as
the “"Commission.”

NOW, on this_7 7./ day of January, 1960, the Cosmissioa,
a quorum being « having considered the testimony y ed
and the sxhibits received at said hearing, and being fully ad-
vised in the premimes, _

FINDS:

(l\ That dus public notice having Deen given as raguired

by law, tiss Commission has jurisdiction of this cause and the sub-
Ject matter thexeof.

(2) That the applicant, Sinclair Oil & Gas Company, has
completad a discovexy well in the Potash-0il Area as defined in
Order No. R-11ll and subsequant amendments thereto. Saild well is
located 1980 feet from the North line and 1980 feet from thea West
line of Section 16, Township 20 South, Range 33 East, MMPM, lea
County, New Mexico.

(3) That the applicant proposes the establishmen’: of a new
©il pool in the area of gald discovery well and further proposes
the promulgation of special rules and regulations governing the
drilling, casing, cementing, and plugging of wells in said pool,
inoluding a provision which allows the drilling of wells in said
pool without utilizing a salt-protection string,
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Case No. 1841
Ordexr Ro. R-15886

(4) That a new oil pool for Yates production should be
created consisting of the E/2 WW/4 and the W/2 MB/4 of Bestion 16,
Township 20 South, Range 33 Rast, MM, lea County, New Maxico,
said pool to be desi gnntod as the West Teas-Yates Oil Pool.

(3) That the casing and cementing program propoged by the
applicant would comstitute a hasard to the potash deposits im the
area of the discovery well.

(6) That the savings tc the oil operators which would
result from the proposed casing program would be at the risk of
contaminating substantial potash deposits.

(7) That after weighing the savings to be achievod as a
result of the proposed casing pxograa agalinst the possible loss
of potash deposits due to contamination, the Commission feels that
it should deny the application and that the drilling, casing,
cemanting, and plugging of wells in the Weat Teas-Yates 01l Pool
should continue to be governad by the provizions of Oxdser Mo. R-
111‘10

18 RE ORDERRED: _
(1) That a new oil pool designated as the West Teas-Yates

04l Pool be and the same is heredy created consisting of the E/2

MW/4 and the W/2 ME/4 of Section 16, Township 20 South, Range
33 EBast, NMPM, Lea County, New Maxico.

(2) That the application for special rules and regulations

governing the drilling, casing, cementing, and plugging of wells
in said Vest Teas-Yates 0il Pool should be denied.

(3) That the drilling, casing, cementing, and plquinq of
wells in s3dd Waat Toas-Vatss CiAl rool ahiculd continus to Le

governed by the provisions of Oxder No. R-11ll-A.

DUBIE at danta re, NewW MExiCO, On The day and yea:r hnerein-

abova designated,

STATE OF HEW MEXJCO
OIL CONSERVATION COMMISSION

7 Y,

JOHN BURROUGHS, Chai
H;;RRAY E. mn@wm

/-‘»;,

A; L. PORTER,/Jr., Member & Secretary
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ptoper symbol.

r’ SYMBOLS Y

DL =Day Letter

NL=Night Letter

lm rnational
LT= Letter Telegram

The filing time shown in the date line on domestic telegrams is STANDARD TIME it point of otigin. Time of receipt (s STANDARD TIME at point of destination

L U I

1960 JAN 14
SNAT16 PD=SANTA FE NMEX 14 105PMi= T
NEW MEXTCO O1L CONSERVATION COMM1SSTON=

STATE CAP1TOL SANTA FE NMEX=

RE: CASE # 1841 = STNCLAIR APPLTCATIONS — HEARING THTS

DATE.. WE RESPECTFULLY REQUEST NO EXCEPTIONS BE ALLOWED

STNCLATR TO ORDER R=111-A=
FARM CHEMTCAL RESOURCES DEVELOPMENT CORP
CHARLES W HTCKS GEOLOGIST=

THE COMPANY WILL APPRECIATE SUGGESTIONS FROM ITS PATRONS CONCERNING ITS SERVICE

Ctrass OF SErvICE

WESTERN UNION

TELEGRAM

W. P. MARSHALL. PresioeNy

This is a fast w.essage
unless its deferred char-
acter is indicared by the
proper symbol.

’ SYMBOLS

DL =Day Letter

NL=Night Leerer

LT =Internadonal
Letter Telegeam

The filing time shown in the date lincon domadc (elqnms is STANDARD TIME at point of otigin. Time of receipt is STANDARD TIME at polnt of destinarion

TA019 DAtES ¢ ]

D #1DAO13 PD=! IDLAND TEX: 12,83 1AHG=
A L PORTER=
NEY HEXICO OIL CONSERVATION COMAISSION

:REGARD CASE 18413 IT IS THE RECOMENDATION CF
ATLANTIC REFINING COMPANY THAT THE CASING PROGRAM
PROPOSED BY SINCLAIR OIL AD GAS COLPANY FOR THE

BTN iE W T 43
SANTA FE WHMEX

THE

POTASH O1L AREA BE ADOPTEDe IT 1S OUR OP [NION THAT

STHCLAIR'S PROPOSED PROGRAI WiLL AS ADEQUATELY PROTECT

TYE POTASH DEPOSITS AS DO THE RULES PROVIDED FOR i R=111-=A=
THE ATLAHTIC REFG O K E HUWARD REGIUHAL
PETROLEU. ENGINEER=

1851 R=111=fo ...

WILL APPRECIATE SUGGESTIONS FROM TS PATRONS CONCERNING [TS SERVICE
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= T o

o ersmma WESTERN UNION s

unless its deferred char- NL=Night Lerter
S TELEGRAM S
proper symbol. L=l

W. P. MARSHALL, Prasingnt Letter T

The filing time shown in the dare Kne on domestic telegrams is STANDARD TIME at roint of otigin. 'ﬁneof recdpt is STANDARD TIME at point of destination

' LA157 SSB364 - T |

L HBAOBS PD=HOBBS WMEX 11 IR TS o

M 2 FQ
:0JL CONSERVATIOHN COMIA1SSION ATTM A L PORTE?“U&““
STATE OF MEY MEXICO BOX 871 SANTA FE MNMEX= '

CITIES SERVICE OJL COMPANY URGES AMENDWMENT OF ORDER
R=111=A AS PROPOSED BY SINCLAIR OIlL AHND GAS COMPANY 1N
CASE 1841e 1T IS OUR OPINION THAT THE PROPOSED ROTARY
TOOLS CASING PROGRAM WILL WOT COMSLLIUTE A HAZARD il THE
PRODUCTION OF OlLsy GAS OR POTASH BUT W ILL PREVENT WASTEs
ASSURE MAXIfiuUll CONSERVATIOH, PROHOTE ECONORY AND PERMIT
THE RECOVERY OF ALL OlLs GAS AND POTASH DEPOSITS I1H THE

AREA=
I D D BODIE DIVH SUPT CITIES SERVICE OlIL LO””

R“ 1 1 1 A 'IUZI‘ 10 ‘e. OM ITS PATRONS CONCERNING ITS SERVICE
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RICHARDSON 8 BASS
FT. WORTH NATL BANK BLDG
FORT WORTH,TE)(AS .

January 8, 1960

Re: New Mexico Case No. 1841,

Scheduled January 13, 1960.

New Mexico 0il Conserbation Commission
ganta Fe, New Mexico

Gentlemen:

Wwith reference to the subject Case concerning ginclair oil
& Gas Company's application for casing rules in their oil field dis-
covery in the Potash Oil Area, Lee County, New MexicoO, Richardson &
Bass, as an oil operator in the State of New Mexico and 1ease-holder
of tracts in the vicinity of the subject area, concurs with ginclair

in their propcsal.

We have examined thoroughly the proposed rules to be offered
by ginclair and the current statewide Rule r-111-A. 1In our opinion,
the proposed rules offer as adequate protection of the potash formation
as the existing state rule mentioned above , aund We recommend that the

ginclalrx ptoposal be adopted.

Yours very tyuly,

HARDSON & BASS

g_Q_zJW,

», Vann

o7
Qo
A

Jjayv:vs

cc - ginclair oil & Gas Company




OlL. CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE, NEW MEXICO

February 8, 1960

Simclair Oil1 & Gas Company
P. 0. Box 1470

:« Toxas
Ateation: Mr. NHorace N. Burtoa

Re: Case Yo. 1841
Order Mo. R-1588

Gontlemen:

Msfereace is made to your letter of Fedruary 1, 1960, where-
ia you peoint ocut that the subject order referred to the
Tecently designated West Teas 011 Pool erromeously in the
finding o8 page i as the East 8alt Lake 0il Pool.

This was of course uniatentional and hag been corrected,

Veory truly yours.

DANIEL S, NUTTER,
Chief Engineer

DSN/4ir

cc: L. C. ¥White, Pox 787 - Santa Fe, N.M.
011 Conservation Commission:
Artesia
Hobbs
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SINGLAIR O, & Gas Commpaxy

.« 0. 'Box 1470
kmawmxmnm

K

LEGAL DEPAF'TMENT

February 1, 1960

Mr, a, L, Porter, Jr,
0i1 Conservation Commission of

the State of New Mexico
Santg Fe, New Mexico

Re: (ase No. 181y
Order No. R-1586
Dear Sir:

of January 27, 1960
&Zraph, bage 2, ¢

Lake 0317 Poo1l, but 1
X 1S ordereg the poo3 b
West Tegs 011 Pool,

Very truly yours,

Horace N. Burton

Division Attorney
HNB:my




STAGNER, SAGE AND WALKER
3 JAMES W. STAGNER ATTORNEYS AT LAW

i RAY O. SAGE CARLSBAD, NEW MEXICO

JOHN B. WALKER

TN

December 29, 1959 o I o

k T e sl oW '
E s e e New Mexico 031l Conservation Commission (:ajby/

. . P. 0. Box 871
- : S Santa Fe, New Mexlco

3 | o Re: Case No. 1841 - Order No. R-111-4
-~ ‘ Application of Sinclair 01l and
: R s Gas Co. for the creation of a new
pool In the potash-o0ill area

': o : Dear Sirs:

We enclose, pursuant to Rules 1209 and 1216 of the 0il
Conservation Commission, written objection of United
States Borax & Chemical Corporstion to the hearing of
T sub ject application by an examiner,

. ”g; ‘ , We understand that this application will now be set
A for the next hearing by the full commission and we
would appreclate your advising us of ..s date.
Thanking you for your assistance, we are
Very truly yours,
STAGi;;éjéﬁGE AND WALKER
By:

Ray O. Sage“ i

ROS/m

Encls
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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. 1841
ORDER NO. R-111-A
APPLICATION OF SINCLAIR OIL AND GAS
COMPANY FOR AN ORDER CREATING A NEW
POOL, FOR YATES PRODUCTION IN THE
PODSH-0IL AREA AS DEFINED BY ORDER
R-111-A

OBJECTION TO HERING BEING HELD
BEFORE AN EXAMINER

Comcs now UNITED STATES BOhAX & CHEMICAL CORPORATION
and objects to a he ... _ on the subject application being held
before an examiner on January 6, 1960, for the reason that:

1. United States Borax & Chemical Corporation will be
affected by any order entered by the Commission in connection with
subject hearing.

2. United States Borax & Chemical Corporation desires te
protest the subject application and to appear and present evi-
dence at the hearing on said applicaticn.

3. The importance of said application and any order entered
thereon reguires that said application and all protests thereto be
hesrd and determined by the full commission rather than by an
examlner,

Respectfully submitted,
STAGNER, SAGE AND VA LKER
Attorneys for United States

Borax & Chemical Corporation
Carter Building, Carlsbad, N. M,

D

By [ Joegf o g,

S




Copy Cop.
STAGNER, BAGE AND WALKER

ATTURNEVE AT LAW R
& k<
CARLBBAD, NEW MEXICO
JAMES W. BTAGNER (1959)

RAY Q. SABE

JOHN B. WALKER

Dece bor 30, 1059

Sinclair Uil axd ‘jas Coopany,
: ) Box 1470,
h T Yidlend, Verss

Atterclon, tre. s e UBPEUN, i
Fetrolew: wnvineer:

ie1 Case Yo, L8j1
. : Orasr e H=lllen
W¥ow .exlco il Jonservation Commission
3 Applicstion of oineclalr G11 and
o ttag fompany fer an Jrder (reating a
' new pcol for Taies isroduction in
g the notash o1l area,

Dear ‘irs:

e represent United States Borax = Ciemleal Cerporsticn aund i.ave iled
L on our elient's behall an objection to the hearing of your subject

e applicstion before nr exsminer on Jarusry 5, 1950, e sncloss a eopy
‘ Qs our aujectlon,
g were luloraed todsy by ir, Danlel 3, Butter thst the apnslication
would by sct Ffor knoarinz at the uext remular sweebine of tha Comnlszsion
al Sarbta re on veseesry3iT, 19540,
;3?V“J‘ '3, Vary truly yours,
g
STAEIR, SATT L WAl R,
t dy .
| ) HAT7 e obee
| a8/l
Eﬁ»]ﬂClo
1, GGy Tom Gembil]
| LU e 01 Conssrevabion Donn (
| L0t ., Allen
i L1 Youl opoer
1 Gar Toleran eunald
| (gt o.eprl aillor

(wlth conivs of eoeleonnegs)




BEFORE THE OIL CCHSERVATION COILIISSION
OF THE STATE OF NE FEXICO

N THE MATTER OF THE HE/RTNG
CALLED BY THE OIL CONSERVATION
COIZIISSION OF THE STATE OF NEW
MEXICO FOR THE EURPOSE OF
COUSIDERILG

-~

CASE NO, 278
. Order Mo, Rel11-A

THE FPPLIC/TION OF THE OIL
COUSERVATION COMMISSION UPON
ITS O\ LOTION FOR AN ORDER
REVISING ORDIR R-111 ISSUED IN
CISE 278, PERTAINING TO THE
POTASH-OIL AREAS OF EDDY AND
LEA COUNTIES, NEU MEXICO, -

ORDER OF THE COMi'S5T0M

BY THiS COITIISSIONs

This causs came on for hearing at 9 o'clock a, m, on July 1k, 1955, August
17, 1955 and Scptember 15, 1955, at Santa Fe, New M=xico, before the 0il Conservation
Commission, hercinafter referred to as the "Commission®,

NOiI, on this 13th day of October, 1955, the Commission, m quorum being
present, having considered the records and testimony adduced, and being fully advised
in the premises;

FINDS:

(1) That due notice of the time and place of hearing and ths purposo
thercof having been given as required by law, the Commission has jurisdiction of thin
case and the subject matter thereof,

(2) That the delineation of sn araa inelunding and containing motonti

P |
oll snd gas reserves, within which ars commareiasl potach dsposits, and Lﬁcrpromulgﬁ-
tion of rules and regulations for the orderly development of oil and gas resources in
such arca known to be productive of potash is within tho authority of the Cormission
for the protection of correlative rights, the promotion of conscrvation, and th> proven-

tion of waste,

IT IS THEREFORE ORDEREDg

That this order shall be known as The Rules and Regulations Governing
the "zploration of 0il and Gas in Certain Arcas Herein Dafinczd, vhich are Knowm to
contain Potnch Reserves,

I.
OBJECTIVE

Thz objrclive of these Rules and Rognlations iz %o pravint i
protuel corpalabive rishiz, assura moxdmun conssrvabion of th: (1ML pro sa
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resources of New Mexico, and permit the economic recovery of oil, gas and potash
minerals in the area hereinafter defined,
IX,
THE POTASH-OIL AREA

(1) The Potash-0il Area, as outlined in Exhibit A attached hereto and
made a part hereof, represents the area in various part of which potash mining operations
are now in progress, or in which core tests indicate commercial potash reserves,

(2) The Potash-0il Area, as outlined herein, may be revised by the Com-
mission after due notice and hearing,

II1,
DRILLING IN THE POTASH AREA

(1) All drilling of oil and gas wells in the Potash Area shall be subject
to these Rules and Regulations,

(2} No wells will be drilled for oil or ga3 at & location which, in the
opinion of the Commission or its duly authorized representative, would result in undue
waste of potash deposits or constitute a hazard to or interfere unduly with potash
deposits,

No mining oparations will be conducted in the Potash Area that would, in
tha opinion of the Commission or its duly authorized representative, constitute a
hazard to 0il or gas production, or that would unreasonably interfere with the orderly
development and production from any oil or gas pool,

(3) Upon discovery of oil or gas in the Potash Area, the 0il Conser-
vation Commission shall promulgate pool rules for the affected area aftsr due notice and
hearing,

Iv.

DRILLING AND CASING PROCRAM

(1) For the purpose of the regulations and the drillins of oil and gas
exploratory test wells, shallow and deep zones are defined, as follows:

(2) The shallow zone shall include all formations above the base of
the Dolaware sand or above a depth of 5,000 feet, whichever is the lesser.

(b) The deep zone shall include all formations below the base of the
Delaware sand or below a depth of 5,000 feet, whichever is the lesser,

(2) Surface Casing String:

(a) A surface casing string of new or used o0il ficld casing in good
condition shall best in the "Red Bed” scction of the basal Rustler formation immed-
iately above the salt section; or in the anhydrite at the top of the salt section, as
determinzd necessary by the regulatory representative approving the drilling opcrations,
and zhall be corinted with not less than on: hundred and fifty percent (150) percent of
calenlatnd volums noceusary to ¢ireulate cemant to the ground surface,
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(b) Cement shall be allowad to stand a minimum of twslve (12) hours
und:r prasours sind a total of twsnty-four (2L) hours before drilling the plug or initiot-
ing Leoots, A

() Casing and water-shut-off tests shall bo made both before and |
aftor drilling the plug and below the casing seat as followss 8

(L) If rotary tools are used, the mud shall
be displaced with water and a hydraulic
pressure of six hundred (600) pounds per
square inch shall be applied, If & drop of
one hundred (100) pounds par square inch

or more should occur within thirty (30)
minutes, corrective measures shall bo
applied,

(11) If cable tools are used, tho mud shall
be bailed from the hole, and if tho hols docs
not remain dry for a period of omo hour,
corrective mcasures shall be applied,

(d) Tha above requirements for the surface casing string shall bo
npplicable to both tha phallow and deep zones,

(3) S8olt Protection String:

(a) A salt protection string of new or used oil field casing in good
condition shall be set net less than one hundred (100) feet nor more than six hundred
{609) frot below the base of the salt section; provided thet such string shall not bo
=t below the top of the highest knowm oil or gas zone, -

(b) Ths salt prbtection string shall be cemented, as follows:

(1) For wells drilled to the shallow zone, tho
string may be cemented with a nominal volum:

- of cement for testing purposes only, If tho
exploratory test well is completed as a productive
well, the string shall be re-ccmented with suffic-
ient cement vo Fill the annular space back of tha
pipe from the top of the firct cementing to the
surface or to the bottom of the ccllar, or may bo
cut and pulled if the production string is cemented
to the surface as provided in sube-scction IV (5), (i)
below,

{ii) For wells drilled to the decep zone, the string
must be cemented with sufficient cement to £ill tha
annular space back of the pipe from the casing scct
to the surface or to the bottom of the cellar; howover,
vhere the base of the Delaware Mountcin Group is
definable the casing rules in (IV) (3b) (i) sanll
apply ecven if the depth of the bobtom of the
L>laware Mountain Group is greater than 5,000 feet,
For the purpose of identificention, the baso of the
Dalavare Mountain Group is horcby identificd as the
equivalent of the base of such form~tien as found :b
a dupkih of 7U85 fo0f dn Lhe Richavdson snd Rovy 1o, 3

~
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Rodiz: 111 in S:ction 27; Towmehip 20 South. Rongo
31 East, TP, Lea County, ilew ilixico,; immadintcly
overlying the Bone Srrings formation,

(c) 1If the comont fails to i .-ch the curfacs or the bottom of the
¢ 11f1, sere required, tha top of the cuu:ut £hall be leexted by a temperature or
st roy survey and additional ccn*ntlng shall be dono until the coment is brought
to th- point required,

(d) The fluid used to mix with the cement shall be saturated with
the «+1ts common to the zones penctrated and with suitcble proportions but not less
thon 1% of caleium chloride by weight of cemant,

(o) Cement shall b: ~llowed to sinnd a minimum of twelve (12)
sure and a total of tuunty-four (21i) hours before drilling the plug
sts,

hours undar pres
ov initiating te

(£f) Casing tests shall be made both before and after drilling tho
plug and below the casing soat, as follows:

(L) If rotary tools are used, the mud shall

be displaced with water and a hydraulic prossurc
of onc thousand (1000) pounds per square inch
shall be applicd., If a drop of one hundred (200)
pounds per squarc inch or more should occur
within thirty (30) minutes, correcctive E3asuros
shall be applied,

(11) If cable tools are used, the mud shall be
bailed from the hole and if the hole does not
remain dry for a period of one hour, corrective
measures shall be applied,

(g) The Commission, or its duly authorized representative, may
require thoe use of centralizers on the salt protection string when in their judgment
the use of such centralizers would offer further protection to the salt section,

{(h) The above requirements for the salt nrotaction string shall ha
applicable to both the shallow and deep zonas except for sub=section IV (3), (b), (1)
and (ii) above,

(4) Intermediate String:

(a) In the drilling of oil and gas exploratory test wells to the deep
zonc, the operator shall have the option of running an intermediate string of pipe,
unlegs the Commission requires an intermediate string,

{b) Cemonting procedures and casing tests for the intormrdiato
string shall be the same as provided under subescctions IV (3), (¢), (e) and (f) for
the salt protection string,

(5) Procduction Strings

{a) A production string shall be set on top or through the oil or
gas pay zonz and shall be cemznted as follows:

(1) For wells drilled to tha shallow zon:» thz
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production string shall be cemanted to the

surface if the salt protection string was

cemented only with a neminal volume for test-

ing purposes, in vhich cose the salt protection
string can b cut and pulled before the prode
uction string is cemented; provided, that if the
salt protoction string was cemanted to the surface,
tha production string shall be cemented with =
volume ad:quate to protect the pay zone and the
casing above such zone,

(ii) TFor wells drilled to tha deep zone, tho
production string shall be comented withia
volume adcquate to protect the pay zono and
the casing above such zone; provided, that if
no intermsdiate string shall have been run and
cemantod to tha surfacc, the production string
shall be ccmantod to the surfaco,

(b) Cemonting prodedurcs and casing tosts for the production string
.hall be the sams as provided undor sub-section IV (3); (¢) (o) and(f) for the salt
protiction string; hownvor if high pressuro oil or gas production is discovered in aony

arca, the Commigsion ahall promulgate the necessary rules to provont the charging of
tho galt section,

Vs
DRILLING FLUID FOR SALT SECTION

Tho fluid uazed while drilling the salt section shall eonsist of water, to
thich has been added suffieient selts of a character common to the some pomdytrated to
completely saturate tho mixture, Othar admixtures may be added to the fluid by the
operator in overcoming any apecific problom, This requirement is spaeifically intondad

to prevent enlarged drill holsz,
v-!'

PLUGOING AND ABANDONMENT OF WELLS

(1) A1l wells horatofore and haraafter drilled within the Potash Area shall
ba plugged in a manner and in ageordanse with field rules established by the Commission
that will provide a solid ecement plug through the salt scotion and any water bearing

horizon and praovent llquids or gases from entering the hole above or balow the salt
socthion,

(2) The fluid used Yo mix the coment shall bo saturated with the salts

comnon to the salt section penctrated and with suitable proportiens but not more thon

three (3) percent of caleium ehlorido by weight of cemont being sensidered the desired
mixture whencver possible,

VII,

LOC/TION FOR VELLS

Before comrancing drilling operations for oil or ~35 on any lands within
ths Potash freo, the w21l operator shall prepare a map or plat showing the location of
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th: proposed well, said map or plat to accompony each copy of the Notice of Intcntion

to Drill, In additiin to the number of copies required by the Commission, the well

opurator shall send one copy by registered msil to all potash operators holding potash
lences within a radius of one mile of th: proposcd well, as reflected by the plats submitted
und.r paragreph IX (2),

The w31l operator shall furnish proof of the faet that said potash operators
1.re notified by registered mail of his intent by attaching return receipt to the copics
of the Hotice of Intention to Drill and plats furnished the Commission,

1

The Commission, or its authorized reprocsentative, may approve such Notice
of Intention to Drill if no objection to the location of the proposed well is made by
a potash operator vwithin ten days after receipt., If the location of the proposed w21l
is objected to by the potash operator, thc maticr shall be referred to the Sccrotary-
Dirccior of the Commission for arbitration, If a satisfactory settlemont cannot be
1reachzd, tho Saceretary-Director of the Commission shall refor the matter to a hearing
vofore the Commission aftor due notice and a docision eithor approving or denying the
operator's plans to drill shall be entored by the Commission,

VIII,

INSPECTION OF DRILLING AND MINING OPERATIONS

& ropresontative of the potash operator may be prosent dwring drilling,
comenting, casing, and plugging of all oil or gas wolls within a radius of onz milc of
thy w2ll location to observe conformance with these regulations, Likowise, a repro-
genbtativo of the oil and gas lesscc may inspect mine workings on his lease to observe
conformonce with these regulations,

X,

FILING OF WELL SURVEYS, MINE SURVEYS
AND POTASH D EVELOPMENT PLANS

(1) Directional Surveys:

The Commission may require an operator to file a certified directional
survey from the surface to a point below the lowest known potash bearing horizon on all
wells Grilied within ihe Potash Area, These surveys may be roquired wherc, in the
Commission's judgment, the exact location of the well-bore must be determined in order
to 2id mining operations,

(2) Mine Surveys:

' Within 30 days after the adoption of this order, and thercafter on or
bafore January 31st of cach year, cach potash coperator shall furnish two copies of a
plat of a survey of the location of his leascholdings and all of his open mine workings,
uwnich plat shall be avallable for public inspeetion,

(3) Potash Doveloprent Plang

Within 30 days after adoption of this order ond thercafter on or baforo
January 3lst of cach year; sach potush operator shall furnish tuc copies of a projection
of érvelopment plans in the form of a plat, which plat shall be for thz confid:ntal usc of
the Commission and for inspection by any affected il or gas operator. The projection
shell cover not less than 3 nor more than a § year developinen® progronm,
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APPLICABILITY CF STATEUIDS RULES [ND REGULATICHS

M1 ganoral statewide rules and regulations of the 0il Conservation Com-
niscion governing the development, operation, and production of oil and gas in th»
State of MNev Mexico not inconsistent or in conflict hesrewith, are hereby adopted and
mady cpplicable to the areas dsoscribed herein,

EXHIBIT "AR

POTASH~OIL ARTA

TOWRISHIP 18 SOUTH, RANGE 30 EAST
Scetion 13: SW/L

Section 1k: S/2, NW/L, W/2 NE/Y
Saction 15: SE

Section 22: E/2, E/2 W/2
Saction 23: ALl

Soction 24t Nw/L

Section 26: N/2

Saction 27: N/2 NE/L

TOUNSHIP 19 SOUTH, RANGE 29 EAST
Scction 11: SE/L

Seetion 12: §/2, S§/2 NE/L

Section 13: N/2, N/2 s/2, S/2 SW/k
Section 14: E/2, E/2 W/2

Section 23: N/2 NE/L -

TOWNSHIP 19 SOUTH, RANGE 30 EAST
Section 3: S/2

Section Lh: S/2, W/h, SW/4 NE/u
Section 5: E/2, E/2 W/2, SW/L Su/h
Section 7: S/2, S/2 N/2, N/2 NE/L
Section 8: Al

Section 9: A1l

Section 10: A1l

Section 11: SW/k, V/2 SE/L

Section 1ls W/2, W/2 SE/h

Section 15: All

Section 163 All

Section 17: Al |
Section 18: E/2, NW/L |
Section 19: NE |
Saction 20: N/2, SE/L SE/L

Section 21¢ All

Saction 22¢ A))

Scction 23 VI/2

Scetion 265 VW/2, SE/L

Scetion 27: All

Scction 28¢ A1l

Szetion 29: B/2

Szction 32: SE/L, NE/L WE/L

Svetion 33: &1
C.ction 3L 710
Sretion 35 1
s
<

chien Cho i vy,

s/2 oo/
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TOWNSHIP 19

SOUTH, RANGE 31 EAST

Sxction 303

TOWNSHIP 19

SE/L

SOUTH, RANGE 32 EAST

Saction 31:
Scection 33:
Saction i
Czotion 35
& chion 36:

TOVASHIP 19

vi/2 Su/h
s=/h, E/2 SW/h
s/2

/2
si4/h, SE/L SE/L

SOUTH, R..*% 33 EAST

Zoetion 223
Szetion 233
action 25:
Saction 26:
Saxction 27:
S2ction 31
Saction 323
Sacbion 3he
Scctvion 353
Scction 363

TOLNSHIP 19

S/l SE/i

51i/L

sw/h

A1

/2

s/2

s/l

rs/h NE/L

AL

s/2, N/l vi/2 NE/L

SOUTH, RANGE 3L EAST

Scetion 31:

TOUNSHIP 20

Sw/l SW/h
SOUTH, RANGE 29 EAST

Saction 13
Saction 1l
Soction 223
Section 23:
Scction 24
Scction 25¢
Scction 263

>ction 27
Sacticon 3.

Section 35

TOUNSAIP 20

su/ly s/l

se/ly SE/N
SE/h, S/2 NE/4
5/2, N5/h
Y/2, W/2 SE/}
N/2, N/2 8/2

A1

E/?

we /. v/ en /)
R A T I VG A
Nvl/l

SQUTH, RANGE 30 EAST

Soction 1
Saction 2
Scction 3
Scetion L
Szction 53
Szetion 6
Section 7
Scetion 8
Section 9
Saction 10:
Scetion 11
Scetion 123
Scetion 13:
Szetion 1h:
S-etion 152
Saciion 16;
Scetion 17:
Szction 18:
Szcbion 19:

11

AL

M1

AL

S/2, NE/L
/2. s/2 NE/L
M/, B/2
A1l

A1l

11,

£13

Al

£11

21

IR

et

)

E/2

/2

T R e AT Tow o




():"tf N, R-111..%

LIHIBIT wnrn gContinuch

TCHUSHIP 20
Eiction :
Seetion 21:
Seetion 22;
Section 23;
Seetion 2j,
Seetion 2g,
Section 26,
Scetion 27:
Section 28,
Section 29;
Seetion 30:
Soection 31:
Section 32:
Section 33;
Section 3,
Section 35,
Section 36;

&n

44

411
411
£11
All
All
411
All
Al1
A1l
All
E/?
A1l
a1
A1]
A1]
A1

TOWNSHIP 20 SOUTH, RANGE 31 EAST

§ZE%TBH‘I&““"E72; E/2 W3

Section 6. Si/t., sfo NW/l, nzﬁ SE/,
NE

Soction 7s

Saction 8,

Section Q.

Soction 11
Section 12;
Section 13
Section 1k
Saction 16:
Section 17
Section 18,
Section 19,
Soction 20;

Seation 21:

% SOl RAIITE 29

W/2, SE/L, w/e
S/2, 5/7 N/2
S/, S/2 Ny
SE/L, E/2 S/l
A1l

All
E/2, SW/l, E/2 n/y
W/2

ALl
N/, s/0
5/2, s/2 NE/L
A1l

A1l
A11
411
A1l
Al
A1l
£11
Al],
£11
211
211
£11
21

T‘-‘"'?)
S

SCUTH, RANGE 30 EAsT (continu:d)

Wi



<10 . >
Ord 1 lio, R=111-4

EXHIBIT "Ab (continucd)

TC.IISHIP 20 SOUTH, RANGE 32 EAST, (continuad)
Szction 5: S/2 SE/L
Scction 62 W/2, SW/L SE/L
Szction 7: All
Section 8: A1l
Section 9: Al
Section 10: All
Scction 11: A1l
e Section 12: All
: Section 13: A1l
Section 1h: All
Soction 15: 11
Section 16: A1l
- L Section 17: All
' Section 18: K11
i " Section 19: All
o i Saction 20: Al
Section 21: All
Soction 22: All
Section 23: All
Section 24s K11
Ssction 25: All
: Section 26: A1l
. ; Section 27: All
{ . g : Section 28: All
2 : Section 29: All
: _ Section 30: All
i : Section 31: A1l
; Section 32: K1l
Section 33: 411
? Section 3h: A11
| Section 35: A1l
| Section 36: ‘All

TOINSHIP 20 SOUTH, RANGE 33 EAST
Section 1¢ All
L . Saction 2.  E/2. E/2 W/2
~ Section 55 W/2
Section 6 All
Scction 73
Section 8: w/z sw/l NE/h, SE/L
Saction 9: s/2 s/2, Nw/h si/L
Saction 10g
Soction 11: E/2 E/2 Nu/ly, Su/L
Section 12:
Soction 13 All
Saction 13 ALl
Saction 15: All
Saction 16: A1l
Sz2etion 173 All
Saction 18: pll
S~clion 19 A11
S~ction 20 M1l

Cootion 2i: w2 S/l W/, N/2 TR/




217

Cooon iloe R-111-2

EXHIBIT ' (Continued)

TO.LSHIP 20

SOUTH, RANGE 33 EST, (Continued)

Szciuicn 22¢
Saction 23:
Ssction 2h3
Section 29
Ssction 30:
Section 31

TC TSI 20
Section 6z
Saection 7:

Section 8:

Section 16:
Saction 17:
Saction 18:
Saction 19
Section 20z
Section 21:
Section 22:
Section 27
Saction 28:
Section 29
Szction g
Section 32:

(v
o

RV

N/2 /2, SE/L NE/L

/2, /2 82/l, st/k ST/b

W/2, ¥E/h, W/2 SE/h, SI/4 SE/
m

N/2, /2 s/l

SOUTH, RANGD 34 EAST

E W

1
su/l;
s/, su/h wi/h, su/h SE/L
211
Nl
A1l
Al
K1
su/k
/2

Al

N/2, SB/L, NE/h SU/L

we/h /b, N/2 NB/k, SE/L NE/
w/2 13/l SE/l NE/h

Section 33: /2, u3/L, N/2 Si/k, SB/4 SW/L
Sschion 3hs V/2

TONSHIP 2) SOUTH, RANGE 29 EAST

Seceion 1: A1l

Sechion 23 Lobs 1 - 16, incls., SE/L, NE/L SU/L
Section 32  Iois 1 = 9, inel, _

Section L ILots 1 - 8, incl,, Lots 10 and 11
Section 11: E/2, B/2 Sti/k

Section 12: 211

Section 13 M1

Section 1h: B/2, B/2 w/2, s/l wi/h, Wi/h SU/lL
Section 15: &z/h NE/L, NE/L SE/L .

Sesction 23
Section 2b:
Section 35:
Section 36:

TOWNSHIP 21

N/2 NE/),

V&/L, ¥e/l SE/L, N/2 Ni/h, SE/L Mi/k
s/2 ¥&/l, SE/h, Ef2 S/l

s/2 sufh, SE/L, s/2 YE/L, NE/L NE/L

SOUTH, RANGE 30 EAST

Szction 1:
Section 2:
Section 3:
Ssction b
Section 5
Section 6
Section 7
Section 8
Eection ¢
S2¢tion 10:
Section 11:
Section 12:
Section 13:

ALY

Al

ALY

AL

A1l

ALY

ALl

P

N2, s/l
N/2, se/hy N/2 sv/l, SE/L S/l
A1

HOW




~12-
Ovder Mo, R-111-2

EXHIBIT 0 (continued)

TCISHIP 21 SOUTH, RIZGE 30 EAST (continued)

Sacvion lh: 11 !
Swetion 153 NZ/L, ME/L NI/L, W/2 sE/L, SE/L SE/L ,
Szction 26: N./L NI/L

Szction 17 A2

S:etion 16s 21

- - Section 19: 11 * ;
‘ ‘ Section 20: KiJ/L,. N/2 NE/Y a

P e &action 22: E/2 £/2 : f
3 : Section 23: 11

Section 2l ALl
Szetion 25: /2, St/L, N/2 si/h, SE/L SW/L

r . Section 26: W/2, N/2 S/2
‘ Section 27: MNE/L, N/2 SE/h, SE/4 SE/N
= ’ Section 29: Wi/h, N/2 su/h
‘ Section 30: E/2, E/2 W/2
< | Section 31: 21

Section 32: §/2, wi/L, NW/L NE/L, S/2 NE/L
Section 36: E/2

TOLMSHIP 21 SOUTH, RANGE 31 EAST
Section 1: M1
Section 2 Al
Section 3: {1
1 . Section bh:  Al1
g ) T ; Section 5: {11
‘ ) o Section 6:;  £11
» Section 7: All
Section 8; A1l
Section 9: ALY
Section 10: V/2
Section 12: N/2, SE/L, N/2 si/L, SE/L Sy/l
Section 13: N/2 NE/h
Section 153 /2
Section 16s E/2, Ni/l, E/2 s/l
. Section 18: Ni/l, /2 NE/h, NE/Y NE/h, W/2 SW/L
L ' _ NE/ls Sul/l
Section 21: E/2, NE/L N/l
Section 223 /2
Section 27: /2, s/ NE/L, /2 SE/Y
Section 28: E/2
Section 30: SW/lL, W/2 w/h, SE/L Wi/k
Section 313 /2
Section 33: NE/L NE/L
Section 3l /L, N/l NE/L

TCOLRISHIP 21 SOUTH, RANGE 32 EAST

Section 6: Lobs 1 = 7 incls,, Lots 10 - 15, inclus., Si/h
Section 7: W2

Saclion 223 E/2

Sz2ction 22: p1%

Section 2Lz £




Pl

~Loe

r Oeuor Ho, R-111-1

TOVISMIP 21

Sreuien 3

Szection 17
Sacticn 18:
Ezcticn 192
Section 20¢
Saction 21¢
Saction 22¢
Saction 23
Saction 2k
Section 25¢
Saction 26
Section 272
Section 28:
Section 29:
Section 30
Saction 33:
Section 3l

TOWNSHIP 21

ot feontinnid)

1/2. se/k, S/2 FE/L
S/2, 8f2 N/2
x/> s/2 N/2, 1E/L VE/L

i 'm u/2 we/h, sU/h NE/L, N/2 S8i/h
€2, 1Bk, N/2 sBE/L, si/b SE/).;

1

f;r

N/2, st/h, ME/h s/l

N/? /L, sE/L NE/L

N/e /2 .

N/2 N/2

SOUTH, RANGE 3L EfST

Section 193

TOURSHIP 22

W/

SOUTH, RANGE 29 EAST

Section 1

Section 2:

Saction 3:

Section 10:
Section 11
Szeiion 172
Coction 13:
S:ction 1l
Sretion 153
S~ction 163
Sezetion 203
S8ection 21
8action 22:
Saction 23;
Sectiacn Z2h:
Secticn 25;
Ssction 263
Section 27;
Saction 28;
Saction 333
Saction 33
Soction 35;
Section 36:

TO.NSHIP 22

Al

E/2, E/2 N/l “’I/h

s/2 St/h, N/

£/2, E/? u/z su/h Sii/k
q\?

ﬂl!

A

M

P | 1

S0, si/ly Nefl, 8E/L S/l
E/2 Ef2

L

faN)

L

naRY

AL

AL

tis/hy W/2 wi/h, SE/L Ni/L, SE/L
re/h NE/l

¥y, w/e B/2, N/2 su/l, SE/N Si/h
E/2, S4/L, sz:/h W/

AL

SOUmH RANGE 30 EAST

Section 1:
Section S
Saction 6

action 73
Sactien 8
Cacktion 12
S2ction 13
Saction 1l
S2ction 17:
Srchion 18-

Eaclhion 19

1 /2 N/2 s/2, su/h si/h

1;/4, /e B/2, Si/l SE/l

8/2 5/u

/s NE/1

Iv '/l-_,, n/2 siufly, s/L s/l

It 8/2 1E/M, E/2 su/l, sW/h Si/h




R

o. it-111-4

SEAL

da

FXHIBIT "At (continued)

TOLNSHIP 22

SOUTH, RANGE 30 EAST (continued)

2ction 20:
Section 21:
Section 223
Sa2ction 23
Section 26:
Section 27:
Section 28:
Section 29:
Section 30:
Section 31:
Section 32:
Section 33:
Section 3k:
Section 35:

TOWNSHIP 22

ALY

s/2, si/h NI/L

8/2, s/2 N/2, NE/L NE/Y
/2, vi/2 Ne/k, No/h NE/L
/e /2

211

ALl

1

211

N1

M1

21

Al

W/2

SOUTH, RANGE 31 EAST

Section 6:
Section 7:

TOWNSHIP 2

/2, Vi/2 NE/L, Na/Lh SE/h
N/2 wi/h

SOUTH, RANGE 29 EAST

Section 1:
Section 2:
Section 11:
Section 12

TOYMNSHIP 23

A1l
E/2, Wi/, NB/b S/l
NE/L NE/N

N/2 N/2

SOUTH, RANGE 30 EAST

Section 23 NH/L
S=ction 3 All
Section Lz All
Section 53 A%l

Section 6;
Section 7
Section 8
Section 9
Section 1

3
2
A
2

H
0
g

z"‘ljl.

HE/L, N2 N/l SE/L WL
n/2 N/2, 8/2 Ma/h

N/2, NE/b SH/h, W/2 SE/)
H/2, si/h

DO at Santa Fe, New laxico on the day and year hereinabove designated,

STI/TE OF g7 MEXICO
OTL COUSERVATION COMMISSION

JOHIl ¥, SI11173, Chairman
E, S, W LXER, Vember
W. B. MNCCY

; Verber & ESccretary
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WEILATIONS FRON THE POTATN-OIL RULE R-1lll-A

2,) Klimimation of
Salt Proteetion String

3.) Bring oil siring cesent
0 ft. up inte surfacs
casing instead of te surface.

he) ™rdll into pay
without first
sotting malt protection
string

Instange in Generul Ares Where OCC has

Oremted Similar Variatioa

1.) Teas Peal~-R-1078 requires surface to be
st thru Santa Rosa (about 1000') Top Rustler
about 1300 £2.(R=111-A would require about
1400 f4. surfage in Teas area)

1.) Middle Lynch Yates, R=1039, Rotary Rule
requires only 50.100 ft. surface.
Cable tocl rule requires set thru Santa Rosa
which is sams as Teas rule.

1.) B=963, R-999, R<1021 are individual
well exesptisns and do net require
surface pipe to be permanantly ingtalled.

any
(M) strine is only requiremsnt)

1l.) R=1282 is an imdividual well exeception
requiring 70 f%t, of surface casing.

2.) A1l of above instances have
elirinated the salt protection strine,

3.) Teas Pool Ruls R-1078

he) Not previously granted. Bowever,
Rel1ll-A permits cutting and pulling salt
protestion string prio» to runninz 11
string.




DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

Stipulations to be executed and made part of any oil and gas
lease involving lands described in the Deparimental Notice of October 16,

1951.

The lessee further agrees that:

(1)

(2)

{3)

(4)

No wells will be drilled for oil or gas in formations
above the base of the Delaware sand, or above a depth
of 5,000 feet, whichever is the lesser, except upon
approval of the Director of the Geological Survey, it
being understood that drilling for production to these
formations will be permitted only in the event that it
is satisfactorily established that such drilling will
not interfere with the mining and recovery of potash
deposits or the interest of the United States would best
be subserved thereby.

No wells will be drilled for oil or gas in formations
below the base of the Delaware sand, or below a depth

of 5,000 feet, whichever is the lesser, except pursuant
to a unit plan approved by the Director of the Geological
Survey, unless drilling is otherwise required or ap-

proved by the Director to grotect the lease from drainage.

No wells will be drilled for oil or gas at a location
which, in the opinion of the 0il and Gas Supervisor of
the Geological Survey, would result in undue waste of
potash deposits or constitute a hazard to or unduly
interfere with mining operations being conducted for the
extraction of potash deposits.

The drilling or the abandonment of any well on said lease
shall be done in accordance with epplicable o0il and gas
operating regulations including such requirements as the
0il and Gas Supervisor of the Geological Survey may pre-
scribe as necessary to prevent the infiltration of oil,
gas, or water into formations containing potash deposits
or into mines or workings being utilized in the extrac-
tion of such deposits.

Signature of Offeror or Lessee

Interior--Duplicating Section, Fashington, D. C.

7417




BEFORE THE OIL CONSERVATION COMMISSIOM OXF

3 PHis STATE OF NEW MEXICO

IN THE MATTER OF THE APFLICATION OF
SINCLAIR OIL & GAS COMPAKY FOR AN

ORDER PROMULGATING SPECIAL RULES
; AND REGULATIONS FOR THE AREA AFFECTED CASE NO ;5%2?‘
; BY DISCOVERY OF OLL AND GAs IN ITS *
: STATE LEA 886 WELL NO, 1, LOCATED ORDER NO
. ; 1980t FROM THE NORTH AND WEST LINES S ——
& . =7 OF SECTION 16, TWP, 20 SOUTH, RGE. 33
s P EAST, LEA COUNTY, NEW MEXICO, WHICH
‘ “'“f; IS LOCATED WITHIN THE POTASH-OLL AREA
}
! | APPLICATTIOH
- . i
) i Sinclair 0il & Gas Company, a iaine corporation with
é an operating office in Midland, Texas, hereby files its appli-
» !
%_ i cation herein, in triplicate, and represents the following:

3 I.

Applicant is the owner and operator of 1its State Lea

- - 386 Lease consisting of State land and described as the S/2 of

the NW/L and the N/2 of the NE/4, Sectlon 16, ‘Twp. 20 South,
———

Rge. 33 Hast, Lea County, New Mexico, containing 160 acres,
/—'—w/ -
which ig located entirely within fthe boundaries of the Potash-

Cil Area as established oy Commission Order No., R-111-A, On

December 9, 1958 Applicant completed its State Lea 385 Well

No, 1 as a new discovepry and producer of oll in The Yates for-
matlon encountered from 3140' to 3232', said well being located
1030!' from the MNorth and West lines of said Section 16, Prior
to commerncing drilling cperations for oil and zas on sald land,

the applicant notified all potash operators holdiny potash leases

within a radius of one mile of the well by rezistered mail of its

AV intent to drill, as required ny Commission Order Mo, R-1il-A, and
received Commission approval of its Notice of Intention to Drill

without objection f'rom any potasn operavor so far as knovin to
Q\\?pplicant.

\{\ Applicant seeks arn order promulizatling special rules

IL,

o& and re;ulations fopr the areo affected ny discovery of oll in its

‘ Q4- - 2T S H i P A4 - 3 s e - P vy
\Q§ |  State Lee 305 Well lio. 1, as conbtemplated oy said Order Ho.
7@ \\: Rl -4, and proooses Chae bne Jollowils oncndisonits o Order o,

R-11li-4& CO apply to vhe affecied area: -




A, cCable 'l'ools Casing Progran

Applicant proposes the same cable Lools casing
: program as was adopted in tne Teas Pool vy
3 Order No. R-1078 dated October 29, 1957,

B, Rotary Tools Casing Program

Applicant proposes the followln: casing pro-
gram for cotary drilled wells:

; (1) surface casing to be set at approxi-
i mately 000 feet and cement circulated
‘ to surface. -

ir_ ’ " % (2) No salt protection casing to be required. ‘\\

, : R L A b '

> . (3) Production casing to be set through the - .~
pay formation found from 3146' to 3232t ¢
in the discovery well and cemented with |
sufficient cement to fill the annular
space behind the casing to a polnt at

= least 50' upinto the surface plpe. =

&‘ - Applicant further proposes that all other special

o ' » rules appnlicable to the affected area shall e in conformity

% R with Order No, R-111-A and the zeneral statewide Rules and Regu-

: : lations of the 0il Conservation Commlssion,

R e - III.

Applicant believes and, therefore, alleges that the

special rules herein orovosed wlll prevent waste, protect cor-

relative rights, assure maximum conservation and permit the
economic recovery of oil, gas and potash minerals in the area.

WHEREFORE, applicant requests that this application

-

Yo - P LN

or nheaving velovre an Bramlner al Santa Fe, New Mexico,

~

~ e~
pa for 3

at the earliest convenience; that notlice ve given hereon and

that upon such nearirs speclilal Rules and Regulations be promul-

sated by Order of the Commission as herein proposed,

HORACE N, BURTON
P, 0. Box 1470
Midland, Texas

] GILBERT, WHITE AND GILEERT

ozﬁ 3%
B:\,’ 3 /. _

Tisnoo Building
Santa Pe, HNew Mexico

ATTORNEYS IFOR APPLICANT
SINCLAIR OIL & GAS COMPANY



