
BEFORE T H E 
O I L CONSERVATION COMMISSION 

SANTA F E , NEW M E X I C O 

I N THE M A T T E R OF: 

A p p l i c a t i o n of Pan A m e r i c a n P e t r o l e u m 
Corpo ra t i on f o r p e r m i s s i o n to d r i l l i n 
the Po t a sh -Oi l A r e a , Eddy County, New-
Mexico . Appl ican t , i"n the above-styled 
cause, seeks au thor i ty to d r i l l a w e l l to 
the M i s s i s s i p p i a n f o r m a t i o n at an ap­
p rox ima te depth of 12, 600 feet , said w e l l 
to be located 660 feet f r o m the South l ine 
and 660 feet f r o m the East l ine of Section 
17, Township 20 South, Range 30 East , 
Eddy County, New Mexico , or to d r i l l said 
w e l l at an al ternate loca t ion anywhere w i t h ­
i n a c i r c l e of 100 feet radius around the 
B a r b e r W e l l No. 4 -A , located 1639. 2 feet 
f r o m the South l ine and 2304. 5 feet f r o m 
the East l ine of said Section 17. The above 
loca t ion and the al ternate loca t ion are i n the 
Po t a sh -Oi l A r e a as defined by the C o m m i s ­
sion i n Order No. R - l l l - A as amended. 

CASE 3029 

REQUESTED FINDINGS O F F A C T AND 
' CONCLUSIONS OF L A W OF A P P L I C A N T 
P A N A M E R I C A N P E T R O L E U M CORPORATION 

COMES now App l i can t Pan A m e r i c a n Pe t ro l eum Corpo ra t i on 

and r e s p e c t f u l l y requests the O i l Conservat ion C o m m i s s i o n to adopt 

the fo l l owing 

FINDINGS OF F A C T 

1. App l i can t Pan A m e r i c a n Pe t ro l eum Corpora t ion , he re in 

r e f e r r e d to as "Pan A m e r i c a n " , is the owner and operator of o i l 

and gas p rope r t i e s i n the'State of New Mexico and is the owner of 

the o i l and gas leasehold estate created by the State of New Mexico 

O i l and Gas Lease B-2386, dated January 10, 1934, as to a l l r ights 



below a depth of 2500 feet beneath the surface of the ground i n the 

SE4 Section 17, Township 20 South, Range 30 East, N . M . P . M . , 

Eddy County, New Mex ico . Pan A m e r i c a n also is the owner of 

s i m i l a r deep r igh t s i n addi t ional t rac ts located i n the immedia te 

v i c i n i t y of the SE4 of said Section 17 as m o r e f u l l y shown on Pan 

A m e r i c a n ' s E x h i b i t 1, i n evidence he re in . These t r ac t s include 

a l l of Section 9, a l l of Section 15, a l l of Section 16, a l l of Section 

17 except the N^NE? , a l l of Section 18 except the S W i N W ? and 

N W i s w i , a l l of Section 19, the w i of Section 20, the NE4 of Sec­

t ion 21, the NW4NW4 of Section 28, the W ^ N W i of Section 29, the 

N2 of Section 30, a l l i n Township 20 South, Range 30 East , and 

a l l of Section 11, the Wz and the SE4 of Section 12, the w i S E : ! and 

S W i N S i o f S e c t i o n 13, Township 20 South, Range 29 East , N . M . P . M . , 

Eddy County, New M e x i c o . 

2. Pro tes tan t Potash Company of A m e r i c a , here in r e f e r r e d 

to as " P C A " , i s the owner of State of New Mexico Potash Min ing 

Lease No. M-873 issued by the Commiss ione r of Publ ic Lands on 

A p r i l 24, 1939, and of the r igh t s created thereby to explore f o r , 

develop and produce potass ium, sodium, phosphorus and other m i n ­

e ra l s of s i m i l a r occurrence and t h e i r salts and compounds f r o m the 

S E i of Section 17, Township 20 South, Range 30 East, and other 

lands i n the v i c i n i t y thereof . 

3. The t i t l e of PCA to the potash min ing lease embrac ing the 

SS4 of Section 17, Township 20 South, Range 30 East , was acquired 

by assignment of the r igh t s of Homer H . H a r r i s , the o r i g i n a l lessee 
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EXIIIBIT "D" 



of Potash Min ing Lease M-873 . The said Homer H . H a r r i s , by-

assignment f r o m M . A . Lewis and Doro thy F . L e w i s , his w i f e , 

dated M a r c h 14, 1939, acquired t i t l e to Potash M i n i n g Lease 

M-274 , dated June 30, 1931, w h i c h embraced the SE4 of Section 

17, Township 20 South, Range 30 East , and other lands i n the 

v i c i n i t y thereof . Under date of A p r i l 20, 1939, the said Homer 

H . H a r r i s and wi fe re l inquished and released unto the State of New 

Mexico a l l of t he i r r i gh t s , t i t l e and in t e res t i n and to said Potash 

M i n i n g Lease No. M-274 , as to a l l lands embraced the re in , r e c i t ­

ing i n said release that i t was made f o r the sole purpose of conso l i ­

dating said lease w i t h three other leases held by Homer H . H a r r i s , 

t o - w i t : Potash M i n i n g Leases M-306 , M-275 and M - 3 4 8 . A t the 

t ime of the re l inqu ishment of Lease M-274 there remained unexpired, 

of the p r i m a r y t e r m thereof , only the pe r iod f r o m M a r c h 14, 1939 to 

June 3 0, 1941, on which date said lease would expi re by i t s t e rms i n 

the absence of p roduc t ion i n paying quanti t ies f r o m lands included 

i n said lease. 

4. The re l inquishment of Lease M-274 so made was f i l e d 

i n the o f f i ce of the Commiss ione r of Publ ic Lands on A p r i l 24, 1939, 

and approved by the Commiss ione r of Publ ic Lands on said date. On 

the same date, t o - w i t , A p r i l 24, 1939, the Commiss ione r of Publ ic 

Lands issued to the said Homer H . H a r r i s Potash M i n i n g Lease 

M - 8 7 3 , dated A p r i l 24, 1939, wh ich embraced a l l lands included i n 

Lease M-274 , and other lands, and provided f o r a p r i m a r y t e r m of 

ten (10) years f r o m i t s date and as long the rea f t e r as said m i n e r a l s 
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should be produced i n paying quanti t ies f r o m the leased lands. 

5. A t the t ime v of the re l inquishment of Potash Min ine Lease 

M-274 , and the issuance of Potash M i n i n g Lease M-873 , the statutes 

of New Mexico , N . M . S . A . , 1929 Comp. , p rov ided , i n pa r t , as 

f o l l o w s : 

"§111-501. The Commiss ione r Publ ic Lands is hereby 
author ized to issue leases f o r the development, ex­
p l o r a t i o n and product ion of potass ium, sodium, phos­
phorus and other m i n e r a l s of s i m i l a r occurrence , and 
the i r salts and compounds inc luding ch lo r ide , sulphates, 
carbonates, borates , s i l i ca tes , n i t ra tes and any and a l l 
other salts and compounds of the said m i n e r a l s , on any 
lands of the State of New Mexico upon such t e r m s and 
condit ions as he may deem to be f o r the best i n t e re s t of 
the State and conformable to th is A c t . * * * 

" §111-502. Leases under this A c t may be made f o r a 
t e r m of ten (10) years or less and as long a f t e r as said 
m i n e r a l s , or any of them, i n paying quanti t ies shal l be 
produced f r o m the leased lands. " 

6. A s a r e su l t of se ismic and geophysical operations recen t ly 

completed, Pan A m e r i c a n has delineated a Devonian s t ruc ture d i s ­

closed by i t s E x h i b i t 1 here in , the c losure of which centers i n the 

S24 of Section 17, Township 20 South, Range 30 East . I n the opinion 

of q u a l i f i e d experts of Pan A m e r i c a n the s t ruc ture so disclosed i n d i ­

cates that approx imate ly 1825 acres center ing i n the SE4 of Section 

17, w i l l be product ive of o i l f r o m the Devonian F o r m a t i o n , that ap­

p r o x i m a t e l y 640 acres would be product ive f r o m the M o r r o w F o r m a ­

t i o n and approx ima te ly 1825 acres w i l l be product ive f r o m the Strawn 

F o r m a t i o n . On the basis of reserves developed i n comparable r e s e r ­

v o i r s i n the area, i t i s the opinion of qua l i f i ed experts of Pan A m e r i -

» 

can that the w o r k i n g in teres t^ income w h i c h migh t be expected to u 

accrue f r o m produc t ion of o i l or gas or bo th f r o m the Devonian 
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F o r m a t i o n would be i n the approximate amount of $5, 590, 000. 00, 

f r o m the Strawn F o r m a t i o n i n the amount of $5,100, 000. 00, and 

f r o m the M o r r o w F o r m a t i o n , $1, 430, 000. 00. I t is f u r t h e r the 

opinion of such experts that roya l ty income to the State of New 

Mexico f r o m such produc t ion would be as f o l l o w s : Devonian, 

$675, 000. 00; Strawn, $630,000. 00; M o r r o w , $169, 000.00; and to 

the United States of A m e r i c a , Devonian, $225,000. 00; Strawn, 

$210, 000. 00; M o r r o w , $56 ,000.00 . 

7. The proposed loca t ion of Pan A m e r i c a n is w i t h i n the 

outer l i m i t s of the Ba rbe r -Ya te s O i l Pool i n wh ich nine we l l s are 

c u r r e n t l y p roduc ing . These we l l s were completed i n the ea r ly 

1940's and are producing f r o m an approximate depth of 1600 feet . 

The B a r b e r 4 -A W e l l wh ich was completed i n July of 1942, i s l o ­

cated i n the SE4 of Section 17, Township 20 South, Range 30 East, 

N . M . P . M . 

8. Pan A m e r i c a n r e g u l a r l y f i l e d w i t h the C o m m i s s i o n i t s 

appl ica t ion to d r i l l a single w e l l f o r o i l or gas to the Mis s i s s i pp i an 

F o r m a t i o n at an approximate depth of 12, 600 feet at a loca t ion 660 

feet f r o m the South l ine and 660 feet f r o m the East l ine of Section 

17, Township 20 South, Range 30 East , Eddy County, New Mexico , 

or i n the a l t e rna t ive , to d r i l l at a loca t ion anywhere w i t h i n a c i r c l e 

of 100 feet radius around the Ba rbe r W e l l No. 4A above r e f e r r e d to . 

I n the event of the grant ing of e i ther of said appl icat ions , Pan 

A m e r i c a n proposes to d r i l l to the Mis s i s s i pp i an F o r m a t i o n and, 

using i t as a m a r k e r to determine whether or not addi t ional d r i l l i n g 
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to the Devonian F o r m a t i o n is j u s t i f i e d , i n which event, addi t ional 

au thor i ty of the C o m m i s s i o n would be requested. In so f i l i n g i t s 

appl ica t ion contemplat ing an u l t ima te comple t ion i n the Devonian, 

Pan A m e r i c a n was f o l l o w i n g a prac t ice which has been used i n 

other cases before the C o m m i s s i o n . Both of the above locat ions 

are i n the so-ca l led Po ta sh -Oi l A r e a as defined i n Order R - l l l - A 

of the O i l Conservat ion C o m m i s s i o n as amended. 

9. The proposed locat ions of Pan A m e r i c a n Pe t ro l eum 

Corpo ra t i on i n the SE^ 'of Section 17 l i e w i t h i n the area embraced 

i n potash reserves of PCA w h i c h aggregate twelve to t h i r t een thou­

sand acres . A t th is t ime the nearest underground workings of 

PCA are located approx imate ly 1200 feet West of the Barber 4 -A 

W e l l wh ich Pan A m e r i c a n proposes to t w i n . No w o r k i n the mine 

has occu r r ed at this point since the year 1957. 

10. The ore body proposed to be mined by PCA i n the SE? of 

Section 17 is approx imate ly 4 feet i n thickness and is found at a depth 

of 700 feet . A l l ex is t ing we l l s i n the Barbe r -Ya tes Pool produce at 

a depth of approx imate ly 1600 feet so that the w e l l bore and casing of 

a l l ex is t ing we l l s i n that pool , inc luding the Barbe r 4 -A W e l l , pass 

through the potash f o r m a t i o n w h i c h PCA proposes to m i n e . 

11. Under exis t ing prac t ices of PCA i t w i l l be necessary f o r 

PCA to leave a p i l l a r 100 feet i n d iameter around the casing i n the 

Ba rbe r 4 - A W e l l at such t ime as m i n i n g operations are conducted 

at the loca t ion of this w e l l . 

12. The Ba rbe r 4 -A W e l l is an average w e l l i n the poo l . 



Ext rapo la t i on of the p ressure product ion curve of the we l l s i n the 

pool indicates that they w i l l continue to produce u n t i l approximate ly 

1984 so that, i n no event, w i l l i t be possible f o r PCA to mine the 

ore l e f t i n the p i l l a r around the B a r b e r 4 -A W e l l f o r approx imate ly 

twenty yea rs . 

13. M a r k e t value cannot be de termined f o r the potash i n 

place, m i n i n g of wh ich would be prevented by exis t ing or fu tu re o i l 

and gas w e l l s . The economic impac t upon PCA of i n a b i l i t y to r e ­

move spec i f ied quantit ies of ore the re fo re i s measured by p r o f i t 

w h i c h i t would have rea l i zed f r o m the r e m o v a l , r e f i n i n g and sale of 

said ore and not by the gross value of the ore i n place. 

14. The proposed cementing and casing p r o g r a m of Pan 

A m e r i c a n i n the w e l l applied f o r meet a l l requi rements of the O i l 

Conservat ion Commiss ion f o r we l l s d r i l l e d i n the Potash area . 

15. Through the use of casing of grea te r s t rength than r e ­

qu i red , and casing-coat on the e x t e r i o r thereof , the proposed w e l l 

wou ld have casing s t rength and cementing p r o g r a m su f f i c i en t to 

avoid the escape of o i l or na tu ra l gas f r o m said w e l l . 

16. It is in the interest of the people of the State of New 

Mexico that a l l of its natural resources be developed so that the 

maximum benefit from each wi l l be realized by the State of New 

Mexico. While the contemporaneous development of potash depos­

its and oil deposits underlying them results in certain additional 

expense, postponement of profits and loss of revenue to those pro-

ducing each natural resource, it is in the interest of the State of 

New Mexico that such, development go forward simultaneously 



wherever possible 

17. The d r i l l i n g of the proposed w e l l of Pan A m e r i c a n at 

the al ternate loca t ion proposed, which is w i t h i n a radius of 100 feet 

of the Barbe r 4 A W e l l w i l l m i n i m i z e the amount of potash which 

w i l l be r equ i red to be l e f t in place dur ing the l i f e of said wel ls and 

w i l l not unduly p re jud ice PCA in i t s min ing operations through loss 

of p r o f i t or o therwise By reason thereof, the al ternate loca t ion 

proposed by Pan A m e r i c a n is p r e f e r a b l e . 

18 The d r i l l i n g by Pan A m e r i c a n of a w e l l at the al ternate 

locat ion w i l l not resu l t i n undue waste of potash deposits or cons t i ­

tute a hazard to, or i n t e r f e r e unduly w i t h , potash deposits. To p r o ­

h i b i t the d r i l l i n g of the w e l l of Pan A m e r i c a n at the loca t ion proposed 

would unreasonably i n t e r f e r e w i t h the o r d e r l y development and p r o ­

duct ion of o i l and gas f r o m the deposits indicated by the geological 

and geophysical explora t ion conducted by Pan A m e r i c a n . 

CONCLUSIONS OF L A W 

1. State of New Mexico O i l and Gas Lease B-2386 having 

been issued on January 10, 1934, and been in f u l l f o r ce and ef fec t 

at a l l t imes since that date, r ights and interes ts created thereby are 

paramount and super io r to r igh ts created by Potash M i n i n g Lease 

M-873 which was issued by the Commiss ioner of Publ ic Lands on 

A p r i l 24, 1939. While the State of New Mexico under the police power 

can impose reasonable regulations, and r e s t r i c t i o n s upon the exercise 

of the r igh ts granted by Lease B-2386, subordinat ion of the exercise 



of the r igh ts under said lease to the exercise of r igh ts and in teres ts 

created by the j u n i o r Potash M i n i n g Lease M-87 3 i n order to prevent , 

waste of potash or in te r fe rence w i t h the min ing of potash deposits, 

does not consti tute a reasonable exercise of the pol ice power and i s 

beyond the power of the O i l Conservat ion Commiss ion . 

2. The ef fec t of denying the appl icat ion of Pan A m e r i c a n 

on the basis of the pro tes t of PCA would be to subordinate the r igh ts 

under i t s lease to the r igh ts of PCA under a j u n i o r lease and would 

consti tute the taking of the p rope r ty of Pan A m e r i c a n without due 

process of law. 

3. The State of New Mexico has not authorized the O i l Con­

serva t ion Commiss ion to p roh ib i t o r postpone the exercise of r ights 

created by o i l and gas leases issued by the Commiss ioner of Publ ic 

Lands of the State of New Mexico on the basis of possible in te r fe rence 

w i t h potash m i n i n g operations conducted under a j u n i o r lease and the 

C o m m i s s i o n has no au thor i ty to deny the appl icat ion of Pan A m e r i c a n 

P e t r o l e u m Corpora t ion under the c i rcumstances of this case. 

4. The O i l Conservat ion Commiss ion of the State of New 

Mexico has been given j u r i s d i c t i o n and au thor i ty over a l l ma t te r s 

re la t ing to the conservat ion of o i l and gas i n New Mexico and is charge 

w i t h the r e spons ib i l i t y of prevent ing waste of o i l and gas and of p r o ­

tec t ing the c o r r e l a t i v e r ights of the owners thereof . The l eg i s la tu re 

has granted the O i l Conservat ion Commiss ion no author i ty to conserve 

» 

potash, to prevent the waste thereof , or to prevent in te r fe rence w i t h 

potash min ing opera t ions . To the extent that Order R - l l l - A of the 



O i l Conservat ion Commiss ion of New Mexico purpor t s to p roh ib i t 

the d r i l l i n g of o i l or gas we l l s , or the product ion of o i l and gas be­

cause i t would resu l t i n in te r fe rence w i t h potash min ing operations 

or resu l t i n the waste of potash, said Order is beyond the author i ty 

of the O i l Conservat ion Commiss ion of New Mexico and provides no 

basis f o r denying the appl ica t ion of Pan A m e r i c a n i n this case. 

5. The appl icat ion of Pan A m e r i c a n as elaborated by the 

tes t imony in this case meets a l l v a l i d requi rements of the statutes of 

New Mexico and the Orders of the O i l Conservat ion Commiss ion f o r 

the d r i l l i n g of a w e l l at the al ternate loca t ion proposed by Pan A m e r i c a n 

and said appl ica t ion should be granted. 

Respec t fu l ly submitted, 

ATWOOD & M A L O N E 

By 

P. O. D r a w e r 700 
Roswe l l , New Mexico 
At to rneys f o r Appl ican t 
Pan A m e r i c a n Pe t ro leum Corpora t ion 

-> 10 -


