® .- *“mm $-381C Bl g2 d Form approved.

i a7 1063) { u Barean No.

A - AITED STATES Budest No- da-Rudzs.
DEPARTMENT OF THE lNTERloE e (Bt oo T ST
H GEOLOGICAL SURVEY Wy DEC 27 40 NM 0532516

APPLICATION FOR PERMIT TO DRILL, DEEPEN, mtte;m T T e o i

1a. TYPE OF WORK

DRILL X] DEEPEN (] PLUG BAGK (] | T O soumwee aaca
‘ ‘ ». TYPR OF WELL ) - —— . . .
,. o W — i Mo [ I awox G
; 2. NAME OF OFEEATOR . | “Dunes~-A
Phillips Petroleum Company ;“ . wEiL v
3. ADDREES OF OPERATOR 1 '

Room 711, Phillips Building, Odessa, Texas 79761 Yo, Fits i¥D FO0L, O% Wilba®
4. x(:c:::&l ceor weLL (Beport location clearly and in accordance with any State requiremen é\v &a Und” ixmted
1980' FW and 660' FS Lines, Section 13. R c 11. ssc, T, 3., M. 08 BLK.
22 ‘\91?’

AND SUAVEY Ok AREA -
At proposed prod. zone
_ N\ AY
J4. DISTANCE IN MILES AND DIRECTION FROM NEAREST TOWN OR POST OFFICE® -

~235~30F
17 miles east of Loving, New Mexico i 5,6@‘9@\@“ Eddy New Mexi co
16. NO. OF A k“‘

m COUNTY OR FABIBH | 15, BTATS
L] s
15. [&f&gg: :.noox\(tx;:(r:;sm 1980' FW Line 306.13 17. ‘N‘()).'(l!:uA(,"l.l:LASBmllD
PROPERTY OR LEASE LINE, FT. Pro SRR
____ (Also to nearest drig. line, if any) ( pertY)

18. DISTANCE FAOM PROPOSED LOCATION® 19. PROPOSED DEPTH 20. noTARY 01. CABLN TOOLS
TO NEAREST WELL. ORILLING, COAMPLETED, — '
OR APPLIED FOR, ON THIS LEABE, FT. 14,300 Rotary
21, ELBVATIONS (Sbow whether DF. RT, GR, etc.) ’ 22, APPROZ. DATE WORK WILL START®

Advise later. - { Upon spproval

23. PROI'OSED CASING AND CEMENTING PROGRAM

NIZE OF CASING WEIGHT FER FOOT BETTING DEPTH - . QUANTITY OF CENENT

13-328" “—“‘E#‘ 5001 600 sx, circ at surface.,

17-i/z | Y A
C12-1/hr 1 10-3/4" A 5 L000" Sufficient to circ at surface.
9-5/8" | 7-5/8" i 26 h# 12,100 .{Sufficient to circ at surface,

6-=3/4" 5-1/2"liner 23# ‘Total Depth Sufficient to cover pﬁdﬁcti\};'
intervals,

Note: Drilling operations, casing program, and completion practices will be conducted
in accordance with NMOCC Rule R-111-A,

Blowout Preventers: See Attached. Ser. 900 to 4000'(Fig. 4} Ser. 1500 to TD (Fig. 2)
Mud Program: See Attached,

This well is located in a defined potash mining area. Potash lease owners are:

1. International Minerals and Chemical Corp., c/o Neal & Matkins, Attorneys, Drawer N,
Carlsbad, New Mexico, & .20

2. U. S, Potash and Chemical Company, Box 101, Carlsbad, New Mexico. 88220

Copies of this filing have been mailed to these operators by certified mail, return
receipt requested, on the date below. (See attached photo copy of mail receipts.).

IN ABOVE APAl 'ESCRIBE PROPOSEL ' tOGRAM -~ 1If propo-il i3 to decpen or plug back, give data on present productive sone and proposed new productive
zone. If prd al i to drill or decqen directtonally, gloe pertivent data on subsurface locations and measured and true vertical depths. - (Give blowout
prevenu-r e if any.

© W.J. Yueller ., . Senior Reservoir Engineer .., 12-19-72.

PotNe

FERMIT Mo, - —_ . - e e APPROVAL DATE
. API'ROVED BY - . . R TITLE DATE
L4
caf CONDITIONS OF AP Woaroas .

*ee Instructions On Reverse Side



WEL LOCATION AND ACREAGE DEDiCAT
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. L Al!\dunnce- must be from the outer boundarjes of t\l qubE_C 2 6 ‘
. [ Crone L. L
| PHILLIPS PETROLEUM CO, DUNBFL TONSERVATION Eat: B
- Unit *i,otte'r Section  Pownship Range County Santa Fe o W”*“
' "N 13 ' 23 South 30 East Eddy :
Actugl Footage Location of Well: ‘ ~ _1;:
. 7 660 . lewt from the smth line and ‘980 feet from lhq’ 'HGSt ithe | |
' “Geound L'VQI,EIGV.' Producing rm%ﬂ : Pool Dedrated vArreqqg;; ‘
; ls‘her : o Morrow Unies:Lgna.ted Morrow -Ga.a 329_ '

'dated by communm zaf.‘xou

Yea D No

S I’f ‘ an'awer:. is

‘yes;’ type of consolidation

zahon, force-poohns. etc’ o

-~ 1f answer is *‘no.’ hat t,he ownm and tract descnpnons which have actuaily been t.cmsohdated (Use reverse srdc of
- this. form if necessary. A L

. No allowable will be asugned to tbc well until all mteresw have becn consohdaud (by Commumtwanon, umnzauo
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~ CERTIFICATION -

4 homby certify thet the informetion con- '}

in is frue and complete Yo the
knowledge and belief.

e Je Mueller

Pasition

Senior Reservoir Engineer

Jampimy

Phillips Petroleum Company |-

‘December 18, 1972

Mate

I heraby certify that the well focotion | -
shown on this plar was plotted from finld |
notes of actua! surveys mode by me or
under my supervision, and thot the some
is true and correct to the best of my
know ledge ond beliel.

Date Surveyed

December 14, 1972

D -

Hegistered Prefessional Lagineer
and/or L.and Gurveyor

L3 I A 204 S0 S A 2000 a 28 A 2N 20 AL BAat un 3a X Bu

ticate Na.

676

e
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SUBMIT IN 'P==9PLICATE®* li‘odx-mt agproved N
i May 1963) (Other inst. >n8 on Budge ureau No, 42-R1425.
unITED STATES reverse w....)
DEPARTMENT OF THE lNTERIOR 5. LEABE DOSIGNATIOR AND BERIAL NO.
GEOLOGICAL SURVEY NM 0532516
6. w
APPLICATION FOR PERMIT TO DRILL, DEEPEN, OR PLUG BACK 7 TRPIAT, ALLOTYER OF TRisN Nas
la. TYPE OF WORK . .m‘ . .
DRILL X DEEPEN [] PLUG BACK [] | 7 O scmemMENT NAMM
b. TYPE OF WBLL ' - : : : )
SJ:LL gvAmsLL OTHDR g:)l;'v(::m )ia:}:‘: trLe 8 FAaRM OR ’1‘““ NAMS
2. NAME OF OPERATOR Y D’I_II!QS"A
Phillips Petroleum Company 7o wEL Ve,
3. ADDRESE OF OPERATOR 1 : . .
Room 711, Phillips Building, Odessa, Texas 79761 10. ¥IELD AND POOL, OR WILDCAT
4. ZOCAT:?N oF WELL (Report location clearly and in accordance with any State requirements.*) ! U‘ndes igmted
t surface B :
v . Y w T R, M., .
1980' FW and 660' FS Lines, Section 13. B s M3, OR BIX
At proposed prod. zone ‘ " B'ZBS—BOE
14. DISTANCE IN MILES AND DIRECTION FROM NEAREST TOWN OB POST OFFICE* 12. COUNTY OR PARISH | 13. 8TatE
17 miles east of Loving, New Mexico Eddy New Mexico
15. %%TAAT,?S? ?-'%m‘i‘rs?;%l;(;SED. 1980' FW Line 560.13 16. NO. OF ACRES IN LEASE 17. ;'((’).T(;lruf(‘ivs::l}ssmnnu
R O anr itiz. Iine, it any) _(PTOpErty) 1000+ . 320
18. DISTANCE FROM PROPOSED LOCATION®* 19. PROPOSED DEPTH 20. ROTARY OR CABLX TOOLS
, DRILLING, COMPLETED, -~ .
of APBLIED PO, ON THIS LEASE, FT. 14,300 Rotary

21. ELEVATIONS (Show whether DF, RT, GR, etc.) T | 22 4PPROX. DATE WORK WILI BTAKT®
Advise later. - | Upon approval
23. PROPOSED CASING AND CEMENTING PROGRAM
S8IZE OF HOLE ; SIZE OF CASING WEIGHT PER FOOT SETTING DEPTH . QUANTITY OF CEMENT B
17-1/2" 13-3/8" 487 500! 600 sx, circ at surface,
12-1/4n 10-3/L" 51# L000! Sufficient to circ at surface.
9-5/8" 7-5/8n 26 4# 12,100 Sufficient to cirec at surface,.
6=3/4" 5-1/2"liner 23# Total Depth Sufficient to cover product:we
: intervals,

Note: Drilling operations, casing program, and completion practices will be conducted
in accordance with NMOCC Rule R-111-A.

Blowout Preventers: See Attached. Ser, 900 to L000'(Fig. 4} Ser, 1500 to D (Fige 2)
Mud Program: See Attached.

This well is located in a defined potash mining area. Potash lease owners are:
1. International Minerals and Chemical Corp., c/o Neal & Matkins , Attorneys, Drawer N,

Carlsbad, New Mexico, 88220
2. U. S, Potash and Chemical Company, Box 101, Ca.rlsbad New Mexico. 88220

Copies of this filing have been mailed to these operators by certified mail, return
receipt requested, on the date below. (See attached photo copy of mail receipts.).

IN ABOVE SPACE DESCRIBE PROPOSED PROGRAM : If proposal is to deepen or plug back, give data on present productlve gone and proposed ne¢w productive
PYsal is to drill or deepen directionally, give pertinent data on subsurface locations and measured and true vertical depths. Give blowout

ram, if any.
L

zone. If
pruonte jg

24

er ... oenior Reservoir Engineer ... 12-19-72,

FERMIT XNO,

'["\ APPROVAL DATE
e

i
APPROVED BY % TITLE DAPE

CONDITIONS OF AP O“_”C@WEQVAT!ON COMM
Santa Fe

*See Instructions On Reverse Side
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PHILLIPS PETROLEUM COMPANY

Proposed Mud Program - Dunes-A No. 1, 14,300' Morrow "Wildcat".
Section 13, T-23-S, R-30-E, Eddy County, New Mexico.

O - 500!':
Drill out with Flosal" bentonite and lime mixed to a high viscosity. Maintain
sufficient viscosity to assure running of casing.

' = 4000!:
Stay in steel pits and saturate system with potash salt. Keep system super saturated.
Prior to reaching casing point mix Flosal as needed to assure a clean hole for running

of casing.

4000t - 12,100°':
Drill out with fresh water and circulate through the reserve pit. Maintain weight

at 9.2 1lbs. per gal. or less, Viscosity 34 to 36 sec. per full quart out, and Fluid
loss 20 to 30 cc. with Drispac*, Mix ICM as needed. If hole conditions dictate
prior to reaching casing point, raise viscosity as needed to assure running of logs

and casing.

00! - T,D.s
Have steel pits clean and drill out with a "low solids Drispack* Mud". Weight 9 1lbs.
per gal. or less, Viscosity 36 to 38 sec. per full quart out and Fluid loss 20 cc or
less. As hole depth increases or hole conditions dictate, adjust mud properties as
necessary. Should loss occur, mix LCM as needed.

Special Production Practices.
Good samples surface to TD. Possible DST's in Strawn - 1, Atoka - 1, and Morrow =~ 2.

Mud logging unit from approximately 12,000' to total depth.

Any deviations from this program uust be approved by Phillips Area Superintendent
and Drilling Specialties Company with a note advising the District Manager of any
changes.

3% A Trademark



Phillips Petroleum Company - Dunes-A No.l = 1980' FW and 660' FS3,
13, 23-8, 3C-E, Eddy County

Attachment to
DEVELOPMENT PLAN FOR SURFACE USE Form 9-331-C

1. Existing roads on lease: None
(See attached sketch.)

2. Planned access roads: Commence at existing paved road west of well, construct
80601 east & 660! north to Well No, 1 (20' wide roadway X 8720') Sce sketcn

3. Location of wells: Well No. 1--1980'FW & 660t FS lines, Secs 13, T-23-5,
R~30-E, Eddy County, New Mexice

4. Lateral roads to well locations: The Jal/Loving Hwy~# 128 is approximately
two miles north of wellsite, There is no access road from wellsite to Lhat
highway.

5. Tank battery and production facilities as reguired will be contained
within drill site pad upon well completion.

6. Water supply undetermined at this time., Water storage tarks will be set
on perimeter of pad,

7. k11 waste disposal will be put in pits and covered.
8. No camps will be located on the lease.
9. No eirstrips will be located on the lease.

10. Drill site location will be an area 300' E-W x 4OO' N-5, cleared and
leveled with reserve pits dug in the northern 200' portion. Rig, racks,
pumps, steel pits, water tanks and portable cffice to be located on the
southern 200! of the pad. The drill site proper (contained within the
pad) will be permanently caliched in an approximate area of 265' E-W x
200t K-S. :

11. Restoration of surface: Dug pits within the cleared area will be back-
filled and leveled. The caliched pad of the cleared area is a permanent
type emplacement .

12. This land use plan is essentially the same as that used on other wells of
like depth in Eddy County.

HM:rm
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BEFORE THE OIL CONSERVATION COMMISSION

oF 0 5}'@.,}5}’
- " VI
THE STATE OF NEW MEXICO {Lﬁ PR 16 1973

nta Fe

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

CASE NO. 4906
Order No. R-4500

APPLICATION OF PHILLIPS PETROLEUM
COMPANY FOR A DRILLING PERMIT IN

THE POTASH-OIL AREA, EDDY COUNTY,
NEW MEXICO

APPLICATION FOR REHEARING

COMES NOW Phillips Petroleum Company, applicant in the
above captioned case, and pursuant to the provisions of
Section 65-3-22, New Mexico Statutes, Annotated, 1953 Com-
pilation, as amended, applies to the 0il Conservation Commis-
sion of New Mexico for rehearing of the above captioned Case
No. 4306, Order No. R-U4500 issued pursuant thereto, and in

support thereof would show the Commission:

I.

Applicant owns the right to drill for, develop and pro-
duce the oil and gas hydrocarbons underlying Section 13, Town-
ship 23 South, Range 30 East, N.M.P.M., Eddy County, New
Mexico, and is affected by Order No. R-4500, which was entered

by the Commission under date of March 27, 1973.

I11.
Order No. R-4500 is unlawful, arbitrary and capricious,

is unsupported by substantial evidence, and lacks the basic



findings necessary to, and upon which the Commission's

Jurisdiction depends for the entry of such order.

III.
The findings of the Commission upon which Order No.
R-4500 depends for its valldity are arbitrary, capricious
and not supported by substantial evidence in the following

respects:

1. Finding (2) is erroneocus in that the Morrow forma-
tion underlying the section was a secondary obJjective of
applicant, whose primary objective is the Atoka formation,
as shown by the evidence.

2. Findings (8) and (9) are not supported by substan-
tial evidence in that there is no definition of what con-
stitutes potash 1n commercial quantities and no evidence was
offered in thils hearing to show what constitutes commercial
quantities of potash ore. On the contrary, the evidence
introduced by International Minerals and Chemical Corporation
and the Duval core show that ore underlying Section 13 is non-
commercial. A finding that Phillips' proposed well "location
is in an area previously found by the Commission to contain
potash deposits in commercial quantities" is not the equiva-
lent of a finding that the proposed location is underlaid by
ore in commercial quantities, and 1s contrary to the evidence
in this case.

3. Finding (10) is correct in stating that International
Minerals & Chemical Corporation is not conducting active mining
operations in Section 13, Township 23 South, Range 30 East,
N.M.P.M., at the present time, but its finding that "the subject
section 13 1lies in the heart of a substantial ore body which

comprises nearly one-half of International's total ore reserves"



is wholly unsupported by the evidence in that the "substan-
tial ore body" was never defined by International; no com-
putations were given on reserves underlying Section 13,

or on the reserves of any other portion of International's
properties; and no evidence was given as to what relation-
ship there was between the total reserves, or the reserves
in the "substantial ore body" and the reserves underiying
Section 13. International gave no evidence of what reserves
it owns, or where they are located.

4, Finding (10) is unsupported by evidence, and is in
fact contrary to the evidence in the record, when it states
that '""the company definitely plans to mine said Section 13."
No evidence was given as to any definite plans to mine the
section, and the company's witnesses refused to testify as
to when any mining in the section would take place, and the
finding is arbitrary and capricious.

5. PFinding (14) is immaterial and applicant has never
proposed to drill in an area of subsidence. The finding
is speculative in that it assumes that there would be mining
operations underway at the time applicant would drill its
well. There is no evidence as to when, if ever, any mining
operations would commence. By thelr own testimony, Inter-
national would leave pillars in a 1400 foot radius around
the well to prevent subsidence, 1f they mine while the well
is being produced.

6. Findings (16) and (17) are conjectural and unsupported
by the evidence. The findings assume that any well drilled
would not be properly plugged and not be properly protected.
The finding is contrary to Commission Order No. R-111-A which
specifies the casing, cementing and plugging program to be
followed to prevent the danger pointed out in Findings (16)

and (17).



7. PFinding (18) is unsupported by the evidence, and
assumes there will be no compllance with the provisions of Order
No. R-111-A, contrary to the evidence in thls case. It further
assumes there can be no secondary mining within 1400 feet of
the well bore after abandonment, which 1s contrary to the
evidence. It was the purpose of Order No. R-111-A to permit
the drilling of o0il and gas wells in potash areas, and the
Commission in this case has disregarded its own order. The
Commission is attempting to enforce Order R-111-A by denying
the right to drill in a potash area.

8. Finding (19) is based upon scanty information, from
one core in the Section ignoring the information obtained from
another core nearer to Phillips' proposed location which showed
non-commercial deposits. The finding, further, is capricious
in that it is a gross figure, based on International's cal-
culation of ore to be left in pillars, based upon insufficient
information, and a gross figure with no information offered
as to whether the ore could be economically mined' nor as to
its value, if mined. Where costs of mining and processing
and preparing for market are not included, the figure of
the gross value of the ore in the ground is not a measure of
the damages that would be suffered by International, nor of
the value of the ore involved. The finding further presupposes
there could be no secondary mining in the area, which is con-
trary to the evidence, and that all of the ore would be left
in the ground after the oil and gas reserves had been depleted,
which is also contrary to the evidence.

9. Finding (20) would purport to show that Phillips could
safely drill after primary and secondary mining has been com-
pleted, but there is nothing in the record to show when, if

ever, the lands underlying the Phillips proposed location will
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be mined, or when the subsidence will commence. Further there
is nothing to show that subsidence will be completed by five
years after secondary mining, and on the contrary the evi-
dence shows residual subsidence will continue after that time
and no witness testified it would be safe to drill under these
circumstances. The one witness who expressed an opinion ad-
mitted he was not qualified to pass on the question.

10. Finding (21) is arbitrary and capricious and unsup-
ported by any evidence in the record, and drilling as proposed
by the finding is contrary to the orders and the rules and
regulations of the Commission, and was not a subject matter
of this hearing. There 1s no evidence to support a finding
that directional drilling c¢an be successfully conducted in
this area, and the only competent evidence in the record on
the question indicated that it could not.

11. PFinding (22) is speculative, assumes that a well
could be directionally drilled, which is not supported by
evidence, and the finding that there would be no waste of
potash is not supported by evidence, there being no evidence
offered as to either the presence or absence of potash ore
in Section 23, Township 23 South, Range 30 East, N.M.P.M.

On the contrary the evidence shows there would probably be
waste of potash if Findings (17), (18), and (19) are correct,
which is not admitted.

12. Finding (23) is arbitrary and capricious and not sup-

ported by substantial evidence.

Iv.
As shown by the evidence in this case, Belco Petroleum
Corporation has a well north of Phillips' proposed location,
completed for production from the Morrow, Atoka and Strawn

formations, and 1s draining reserves from the reservoir sought
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to be developed by Phillips. Commission Order No. R-4500
fails to protect the correlative rights of Phillips Petroleum
Company contrary to the provisions of law, and denles Phillips
the opportunity to produce its just and equitable share of
‘the oil and gas in the pool. If the reservoirs continue to

be drained by only two wells, Order No. R-4500 will result in
waste, making inefficient use of reservoir energy, and will
result in leaving substantial quantitles of producible oil
and gas 1in the reservoirs that could otherwise be produced,

all contrary to the provisions of law.

V.

Commission Order No. R-U4500 ignores substantial testi-
mony offered to show that all of the reserves underlying
Section 13, Township 23 South, Range 30 East, N.M.P.M., could
be produced, and the well plugged and abandoned before any
mining commences in the area, and lgnores substantial increases
in costs that would result from a delay of an unknown number
of years before any well could be drilled, thus effectively
denying Phillips the right to drill and produce its reserves

under any circumstances.

VI.

Commission Order No. R-4500 is invalid, arbitrary and
discriminatory and deprives this applicant of its property
without due process of law in violation of the 1l4th Amendment
to the Constitution of the United States and in violation
of Article II, Section 18, of the Constitution of the State
of New Mexico in that 1t deprives applicant of the right to
recover the oll and gas hydrocarbons underlying the lands
held by 1t under a valid oil and gas mineral lease.

Commission Order No. R-4500 is further invalid, unlawful
and discriminatory in that it does not comply with the pro-

visions of Section 65-3-4, F., New Mexico Statutes Annotated,
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1953 Compilation, as amended, and does not comply with the
provisions of Section 65-3-11 (17), New Mexico Statutes
Annotated, 1953 Compilation, as amended, which are the sole
authority of the Commission o act to prevent the waste of
potash.

VIII.

If granted a rehearing, as prayed for, Applicant will on
such rehearing, offer testimony to show that if permitted to
develop the area fully, the reservoir would be depleted long
in advance of any possible mining operations, and will offer
evidence by a qualified drilling engineer to show that direct-
ional drilling in this area, as proposed by 0il Commission
Finding (21) is impractical in this area. Applicant would
further propose to offer the testimony of a qualified mining

engineer as to the true value of any ore that could possibly

be lost in the event Applicant were permitted to drill as prayed

for; and to show costs of production, construction of shafts,

and exploratory requirements normally required before instituting

mining operations to refute the findings of the Commission in
its Order No. R-U4500,.

WHEREFORE Applicant respectfully prays the Commission that
a re-hearing be granted in the above styled and numbered case
and its Order No. R-4500; that Applicant be permitted to offer
further testimony bearing upon all of the questions raised by

the Commission's findings, and that after such rehearing, the

Commission enter its order granting applicant permission to drill

as applied for.
Respectfully submitted,

PHILLIPS PETROLEUM COMPANY

JOE V. PEACOCK
Phillips Bullding
Odessa, Texas 79760

JASON W. KELLAHIN

Kellahin & Fox

P. O. Box 1769

Santa Fe, New Mexico
ATTORNEYS FOR APPLICANT
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