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MATKINS AND MARTIN
’ ATTORNEYS AT LAW
S0l NORTH CANAL STREET

JEROME D. MATKINS Area Cope 508

P.O.DRANVER N

June 1, 1973

W. T, MARTIN,JUR. 885-2445
CARLSBAD, NEW MEXICO 88220 0 88s5-~2212
’ "%
-‘ a N

Mr, Joe V., Peacock
Attorney at Law
Phillips Building
Odessa, Texas 79760

Mrzr., Jason W, Kellahin

Kellahin and Fox

Attorneys at Law

P. O. Box 1769 ' l
Santa Fe, New Mexico 87501

Mr., William F, Carr
Special Assistant Attorney General . \
State of New Mexico ' |
P. O. Box 2088

Santa - Fe, New Mexico 87501

Re: Phillips Petroleum Company v, Oil Conservation
Commission, #28718, District Court Eddy County, NM

Gentlemen:

Enclosed herewith is a Motion to Intervene and Response of Intervenor
International Minerals & Chemical Corporation to Petition for Review
which we have filed for IMC in the referenced cause.

Although IMC was served with notice of Phillips' appeal as required by
Section 65-3-22, N.M. S. A., 1953 Comp., it was not named as a

re spondent in the petition. For this reason Mr, Morris and I concluded
that our proper prccedure was probably a Motion to Intervene rather
than a mere response. I have enclosed to appropriate parties copies of
a Conseant to Intervention on behalf of Phillips and the Oil Conservation
Comrnission. If there is no objection tc the intervention, I would ap-
praciate the execution of the Consents by Mr, Kellahin for Phillips and
Mr. Carr for the OCC., They may be returned to this office and I will
see to thei~ filing, '
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Mr. Joe V., Peacock
Mr, Jason W, Kellahin
Mr, William F, Carr -2- June 1, 1973

If, on the other hand, there is objection to the intervention, I would ap-
preciate your notifying me as promptly as possible., I will then obtain
a hearing on the motion, Thank you for your attention to this matter.

Yours very truly,

MATKINS AND MARTIN

Jetome D. Matkins

ebg
Encs,
cc w/Encs,
Mr, Richard S. Morris
Montgomery, ¥Federici, Andrews,
Hannahs & Morris
Attorneys and Counselors at Law
“'P, O. Box 2307
Santa Fe, New Mexico 87501

Mr, James E, Wolber
Patent Counsel
IMCC .

" Iibertyville, illinois 60048

Mz. C. E, Childers

IMCC

P. O. Box 71 {‘
‘Carlsbad, New Mexico 88220
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STATE OF NEW MEXICO COUNTY OF EDDY
IN THE DISTRICT COURT

PHILLIFS PETROLEUM COMPARY,
a corporation,

Petitioner,

N

' vs'

OIL CONSERVATION COMMISSICN
OF THE STATE OF NEW MEXICO,

N N N et N N e Nt o o a?

Respondent.

MOTION TO INTERVENE

. Comes now International ilinerals & Chemical Corporation
pursuant to Rule 24 of the Rules of Civil Proccedure and moves
the Court to enter an Order permittirs it to intérvene in this
Review proceeding, and in support of its HMotion states:

1. Movant is the owner of potash mining ieases in the
LA

immediate vicinity of a well which Phillips Petroleum Compani:_wy
has proposed to drill in Section 13, Township 23 South, Range
30 East, Eddy County, New Mexico. Movant participauted as a party
in Case No. 4906 before the New Mexico 01l Conservation Commission
whiéh case resulted in Order No. R-4500 denying Phillips Petroleum
Company permission to drill the saild well.

2. Movant is sa situated that the disposition of this

Review proceeding may as a practical matter impalr or impede its

ability to protect its potash mining leases unless i1t is permitted

to intervene in this proceeding, either as a matter of right or
as a matter of permissive intervention.
3. Attached to this Motion is a copy of the Response to

the Petition for Review for which intervention is sought.

WHEREFORE, movant nrayve the Court tc enter an Crder permit-

-
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ting movant to intervene in this Review proceeding and permitting
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(W KELLAHIN, of KELLAHIN & FOX, P.0. Box 1769, Santa Fe, New
iMexico 8(50L, Attorneys for Petitioner Phillips Petroleum

‘day of C;7 » 1973.
. / .
/AVLM (
{ _

it to file a response in the form of the Response attached to
this Motion.

MONTGONMERY, FEDERICI, ANDREWS,
HANNAHS & IMORRIS

P.0. Box 2307 _

Santa Fe, New Mexico 87501

MATKINS AND »ARTI
Byt (
ry0. Prawer N —

C{rls ad, New Mexico 88220

A e

Attorneys for Internatcional
Minerals & Chemical Corporation.

i

CERTIFICATE OF MAILING

I hereby certify that I caused to be mailed a true and cor-
rect copy of the foregoing Motion to Intervene to IR. JOE V,
PEACOCK, Phillips Building Odessa, Texas 79760, and MR. JASON

Company, and to MR. WILLIAM F. CARR, Special Assistant Attorney
General, P.0..Box 2088, Santa Fe, New Mexico 87501, this _ /$#

é§£4m¢¢
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STATE OF NEW MEXICO COUNTY OF EDDY
IN THE DISTRICT COURT

PHILLIPS PETROLEUM COMPANY,
a Corporavion,
i Pegitioner,

h vs.

No. 28718

OIL CONSERVATION COMHMISSION
OF THE STATE OF NEW ®HIXICO,

Respondent.

RESPONSE OF INTERVENOR INTERNATIONAL MINERALS
& CHEMICAL CORPORATION TO PETITION FOR REVIEY

! Comes now Intervenor International HMinerals & Chemical

Corporation and for its response to the Petition for Review

states:
FIRST DEFENSE

1. Intervenor admits the averments contained in paragraphs
1 through 10 of the Petition for Review.

2. Intervenor denies the averments contained in paragraphns

11 and 12 of the Petition for Review and further denies the
, averments contained in Petitioner's Application for Rehearing
% before the New HMexico 0il Conservation Commission in connection

! with the sazid Order No. R-U500.

| SECOND DEFENSE

The Petition for Review fails to state a claim upon which

relief can be granted.

WHEREFORE, Intervenor prays that the Petition for Review

! be dismissed, that New HMexico O0il Conservation Commission Order

»

i No. R~4500 be affirmed and that the Court grant Intervenor such
ﬁ further relief as may be proper.

X MONTGOMERY, FEDERICI, ANDREWS,
‘ HANMAHS & MORRIS

; P.0. Box 2307

: Santa Fe, M.i. 87501

H S

i MATKINS AND MARTINM

By
; P.0. Drawer N

: Carlsbad, N.M. 88220

Attorneys for International
Minerals & Chemical Corporation.
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CERTIFICATE OF MAILING

I hereby certify that I couczd $¢ Le hiwlied a true and cor-
rect copy of the foregoing Response of Intervenor International

——

Minerals & Chemical Corporation to Petition
No. 28718 Eddy County District Court to MR,
Phillips Building, Odessa, Texas 79760, and

. of KELLAHIN & FNX, P.O. Box 1769, Santa Fe,

Attorneys for Petitioner Phillips Petroleum
WILLIAM F. CARR, Special Assistant Attorney
2088, Santa Fe, New Mexico 87501, this
1973.

for Review in Cause

JOE V. PEACOCK,

MR. JASON W. KELLAHIN,

Hew Mexico 87501,

Company; and to MR.

General, P.0O. Box
day of s




Docket No. 6-73

DOCKET: REGULAR HEARING - WEDNESDAY - FEBRUARY 21, 19373

OIL CONSERVATION COMMISSION - 9 A.M. - STATE I.AND OFFICE
CONFERENCE ROOM, STATE LAND OFL.CL BUILDING,
SANTA FE, NEW MEXICO

é‘ ASE 490(3 Application of Phillips Petrolewm Company for a drilling permit
B in the Potash-0il Area, Eddy County, Wew Mexico. Applicant, in

the zbove-styled cause, seeks authority to drill its proposed
Dunes-A well to test the Morrow formation at a location 460
feet from the South line and 1980 feet from the West line of
Section 13, Township 23 South, Range 30 East, Eddy County, New
Mexico, sald location belng within the boundaries of the Potash-
011 Area as defined by Commission Order No. R-111--A, and having
been objected to by the owners of potash leases in the area.
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QRAFT
DSN/dr ; EEFORE THE CIL CONSERVATION COMMISSION
e OF THE STATE OF NEW MEXICO
- A
;IN THE MATTER OF THE HEARING é;é?}{( jk:::>
CALLED RY THE OIl, CONSERVATION
i COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:
CASE NO. 4906
Order No. R-
APPLICATION OF PHILLIPS PETROLEUM
COMPANY FOR & DRILLING PERMIT IN
THE POTASH-OIL AREA, EDDY COUNTY,
NEW MEXICO.
ORDER OF THE COMMISSION
BY THE COM&I§§ION:
This cause came on for hearing at ¢ a.m. on February 21, 1972,
at Santa Fe, New Mexico, before the 0il Conservation Commission
&‘ of New Mexico, hereinafter referred to as the "Commission."
NOW, 6n this day of . 1973, the Commission,
a quorum being present, having considered the testimony presented,
§ and the exhibits received at said hearing, and being fully
é advised in the premises,
ﬁ FINDS:
(1) 97hat the applicant, Phillips Petroleum Company, is the
owner of cértain 0il and gas leases both withi.. and adjacent to
; EK5 the Potash-0il Area as defined by Commission Order No. R-11l1-A,
it as amended, a portion of which leases cover all of Section 13,
Township 23 South, Range 30 East, Eddy County, New Mexico.
(2) That the applicant proposes to drill a well to test the
é Morrow formation underlying said section, the location for the
ﬁ & E proposed well being 660 feet from the South line and 1380 feet ]
ﬁ from the West line of said Section 13. _{
§ (3) That International Minerals & Chemical Corporation and f
;>%§ETeledyne Potash are the owners of potash mining leases within
S

one mile of the aforesaid proposed well location, and as owners

T

of such leases vere notified by Phillips Petroleum Company of its

intent to drill the proposed well, such notification heirg given

! pursuant to the provisions of Commission Orcder Ho. R-111-1, as

!Eamended.
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:Case No. 4906

‘Order No. R~
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_ (4) That internaticnal minerals and Chemical Cuiplraiiuvin

‘and Teledyne Potash both protested to the Commission the drilling

.of the proposed well at the proposed location, whereupon the

‘Secretary—Director of the Commission, pursuant to the provisions

of Commission Order No. R-11l1-A, as amended, sought a satisfactory

1settlement at an arbitration meeting at the Roswell, New Mexico,

:Area Offices of the Unites States Geological Survey.

, (%) That no satisfactory settlement was forthcoming from

'said arbitr:*ion meeting, and on January 30, 1973, Phillips

;Petroleum Company nade formal applicatién for a hearing by the

Commission of its proposed well at the location described in

Finding No. (2) above.
{£) That due pubkli

e pigpad Gy Loy i tion of thi

hearing 4 thé Commission has jurisdiction of this cause and the

subject matter thereof.

(7) Thét appearances were made at said hearing by the
applicant, Phillips Petroleum Company, and by International Mineral
& Chemical Corporation.

(8) That the proposed location is in an area previously found
by the Commission to contain pqtaéh deposits in commercial quanti-
Eies. (Commission Order No. R-111-G, dated August 1, 1968.)

(9} That the commercial potash deposits underlying Section

13, Township 23 South, Rarge 30 East, NMPM, contain not only the
relatively common form of potash ore known as sylvite but also

the much more rare form of potash ore known as langbeinite,
~
with

e

ey

principal value of the ore being the lan beinite,ﬁﬁ; Ae +#
~being approximatily 1900 fest benentnthe sSurfoce of
(10) That although International Minerals & Chemical Corpora-

tion is not conducting active mining operations in Section 13,

Township 23 South, Range 30 East, NMPM, at the present time, the

evidence indicates that the subject Section 13 lies in the heart

of a substantial ore body which comprises nearly one-half of

International’'s total ore reserves, and that the company definitely

plans to mine said Section 13. 7 I
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iCase No. 4906
Order No. R-
_3..

| (11) That primary mining operations in the oil-potash area
|
of Southeast New Mexico normally recover approximately 50 percent

of ithe ore in place.

i (12) That secondary mining operations in said area normally
n

recover an additional 40 percent of the ore in place, after which

-—— e

the floor and the ceiling of the mine converge as subsidence of

the overburden occurs.

(13) That said subsidence occurs not only immediately above
‘the mined-out afea, but ‘also outward from said area at a 45—deg§€e'
angle to the surface of the ground. -

' (14) That any well drilled within the aforesaid area of

isubsidence would be subjected to severe stresses as said subsidence
occurs and could be sheared
(15) That if such a well were sheared off below the surface‘
%f the ground, and if hydrocarbons were to escape from said well
into the surrounding formations, there would be no practicable
means of reentering said well to shut off said hydrocarbons.
(16) That such hydrocarbons would constitute a hazard to the
safety of any potash~mining operation in the area.
(17) That to avert such hazard, the evidence indicates that
%o primary or secondary mining operations would be conducted
slcloser than 150 feet to any well which produces or has produced

1
hydrocarbons.

- (18) That the evidence further indicates that primary mining

operations would be conducted, but that secondary mining operations

éﬁould not be conducted, in an area outside the 300 foot circle
i
described in Einding No. (17) above, but within a 2800-foot circle
Cl‘fao—Fao'" radivs

iaround any well which produces or has produced hydrocarbons.
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Case No. 4906
.Order No. R-
~-4-

b
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1

; (19) That according to the evidence, approximately 1,480,508
@
;;ons of ore having a value of $9,947,339 would be left in the

Ebround in the areas described in Findings No. (17) and (18) above

if a well encountering hydrocarbons were to be drilled at the
iElocation proposed by the applicant and described in Finding No.
RZ) above.

| (20) That approximately five years after primary and complete

isecondary mining operations have been conducted in a given-area,

|
i

'subsidence in that area as well as outward from that area at a
|
'Zs-degree angle to the surface of the ground will have been

;v1rtually completed, and a well could be s3fely drilled w1thout
‘danger of being subjected to the extreme stresses described in
rlnalng No. (14} above.

d (21) That a well could be locatedw;é at a surface location
Fpproximately 1400 feet southwest of the southwest corner of

;bection 13, Township 23 South, Range 30 East, NMPM, Eddy County.

kew Mexico, and drilled vertically to a point beneath the salt

nme st R 3

isection at which point it could be directionally drilled in a
northeasterly direction to be bottomed in the Morrow formation

at a suitable location underlying said Section 13.

(22) That the directional drilling of & well at the location

e

- - it

‘fnd 1n the manner described in Fiunding No. (21) above would not

|

cause the waste of pctash and would afford the applicant the
opportunity to test the Morrow formation underlying Section 13,
Township 23 South, Range 30 East, NMPM.

(23) That the drilling of a well at the location proposedé by

the applicant or at any alternative location in Section 12

h prior +» Com'plci-mn of all mmmq o'pe.ra-hans nsbné Scc-h on 1%
Townchtp 23 South, Range 30 East, NMPM,Awould result in the waste
_:

‘of potash as defined in Section 65-3-3 F., NMSA 1953 Comp.

(24)  That the application should be denied.

[ ’ IT IS THEREFORE ORDERED:
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I
g'Case No. 4906

‘Oorder No. R-

-5~

i {1} That the application of Phillips Petroleum Company to
1

I
\
i
i
1
4
i

idrill a well to test the Morrow formation, the location of which

i
ﬁwell would be 660 feet from the South line and 1980 feet from

:the West line of Section 13, Township 23 South, Range 30 East,

i
INMPM, Eddy County, New Mexico, be and the same is hereby denie.

! . . . . .
¢ (2) That jurisdiction of this cause is retained for the

|
ientry of such funrther orders as the Commission may deem necessary.
; DONE at Santa Fe, New Mexico, on the day and year hereinabove
designated.
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NEW MEXICO OIL CONSERVATION COMMISSION

REGULAR HEARING
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MR. PORTER: The hearing will come tc order, please.
The case to be heard this morning is the application oy
Phillips Petroleum Company for a location for a gas well,

The proposed gas well is in the described R-1ll1l-A
area, which is generally known as the Oil-Potash Area. R-11ll-A
establishes certain procedures for drilling in the area.

The delineated area also has a described procedure
for objection to locations by potash companies who own leases
within a mile of any proposed lccation. If such an objection
is received, there is procedure for arbitration.

We did receive two objections, I believe, to Phillips
propcsed location, and we held a meeting down in Roswell on
January 26th at 10:30 A.M. with the interested parties present.

Agreement could not be isached at that time, so we
arranged for this hearing at thet time.

I would like to call for appearances in this case.

MR. KELGUAHIN: If the Comnissicn pleage;, Juson
Kellahin, of Kellahin and Fox, Santa Fe, appearing in
association with Mr. Joe V. Peaccck, a member of the Texas bar.

MR. MATKINS: If the Commission please, Jerome D.
Matkins, Carlsbad; Richard Morris, Santa Fe; and Mr. James
Wolder, for International Mineral and Chemical, Libertyville,
Illincois.

MR. PORTER: Arec there other appearances in this case?

{No response)
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dearnley, meier & mc cormick
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MR, PORTER: This proposed location is on Federal

lands, and we have quite a few representatives fiom the United
States Geological Survey present. Mr, Fredericks, I assume
you do not desire to make a formal appearance?

MR. FREDERICKS: That's right.

MR. PORTER: We will start by hearing from the
Applicant. Mr. Kellahin?

MR. KELLAHIN: If the Commission please, we will
have three witnesses I would like to have sworn.

MR. PORTER: Let's have all three witnessee svorn,
please.

MR. MORRIS: If the Commission please, do you want
the I.M.C. witnesses sworn also?

MR. PORTER: We might as well.

(Whereupon the witnesses were sworn en masse.)

MR. KELLAHIN: We will call as our first witness
Mr. E. M. Gorence.

E. M, GORENCE,

was called as a witness, and having been already duly sworn,

testified as follows:

BY MR. KELLAHIN:

Q Would you state your name, please?

E. M. Gorence.

Q By whom are you employed and in what position, Mr.‘Gorenci?
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I am with Phillips Petroleum Company, and I am District
Landman of the Southwestern District, headquartered in

How do you spell yoir last name?
G-o-r-e-n-c-8,
Mr. Gorence, have you ever testified before the 0Oil

Conservation Commission of New Mexico?

No, sir.

For the benefit of the Commission, would you briefly
cutline your education and your experience as a landman?
1 have a B.S. degree in business administration from
Kansas State Cocllege in Pittsburg, Kansas. I have been
employed by Phillips Petroleum Company since 1940,
except for a four-year period with the United States
Navy. I have spent thirxty-three years with Phillips.

I have been the District Landman for eleven years.

In Odessa, Texas?

In Midland and Odessa.

In your duties as District Landman, do you have anything
to do with the area jinvolved in this application?

Yesa,

Do you have anything to do with the particular lease

involved in this application?

Yes.

Are you familiar with it?
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Yes.

Now, are you familiar with the application of Phillips

Petroleum Compnany in ¢he 2252 bilise Lie Commissions

Yes.

What is proposed by the Applicant in this case?

We propose to drill a 14,300 foot Morrow wildcat well
at the location stated in the docket, 660 feet from the

South line and 1980 feet from the West lirne of Sectisan
13, Township 23 South, Range 30 East in Eddy County,
New Mexico.

Now, is that within the area known as the Oil-Potash
Area, as defined by Commission Order Number R-111-A?
Yes.

Arad also in the area i..volved oy the United States
Department of Interior circular defiring the 0il-Potash
Area?

Yes.

0id Phil.ips Petroleum Company appiy for permission to
drill on this location?

Yes.

And your location, as you stated, is 1580 fset Irom the
West line and 660 feet from the Southk line, is that

corre>t?

That is correct.
And a protest was filed to your drilling?
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Yes.
Did you participate in the hearing held in Roswell, the

arbitration hearing before representatives of the Oil

Conservation Commission and the United States Geological

Survey?

Yes, sir.

And were you able to reach any agreement with the potash
company as a result of that hearing?

No, sir. |

Now, Mr. Gorence, referring you to what has been marked
as Phillips Petroleum Company Exhibit One, would you
identify that exhibit?

That exhibit identifies our oil and gas lease on which
the well is to be located. Our oil and gas lease covers
1,000 acres. That is a Federal lease out of Section 13,
23, 24, 23 South, and 30 East.

And your location is shown in Section 13 on thﬁt exhibit? |
Yes, with the circle colored red.

That is your proposed location?

Yes.
Does the exhihit also show the explratiocn date of your
lease?

Yes, it expires on May 1lst, 1974.

And that is a Federal lease?

That's correct.

"y;‘? i
+
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1 Q Have you, or has Phillips Petroleum Company, done any

2 work directed towards determining the proper location

k { ‘f\' a twall $dn th‘a n‘vn-?

4| A Yes, we have done considerable geological work in the

3 area over a period of yeara. We have expended

6 approximately one and a half million dollars for the

7 seismic work in an attempt to find a favcrable location
8 for the drilling of a wildcat well._

9| Q Have you spent a considerable amount of money acquiring
10 leases?

1t | A Yes, we have spent approximataly three hundred thousand

12 dollars for the acquisition of leases.

13! Q As a result of your seismic work, what did ycu determine

dearrley, meier & mc cormick

gg 14 as to a proper well location?
;S 15| A In our seismic work and sub-surface interpretations of
32
gg 16 the area, we have determined the requested location to
?g 17 be the most favorable location for the drilling of the
g; 18 wildcat well.
%g 19| Q {jbt}d there will be further testimony along that line
%% 20 by a geological witness, is that correct?
E% 2t | A That's correct.
é% 2| Q What is the estimated cost to drill this Morrow test?
g% 23| A Our estimate on a well in this area to be drilled at
N a depth of 14,300 feet, is approximately $625,000.

25 Q Is that based on the experiences of other operators in
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the same area?

A I must admit that the figure is less than most of the
other wells in the area coat. We have knowledge that

some of the wells cost in excewns of $900,000, howevear
we feel that we will be benefiting from the'experiences
of the others, and that our well cost could be handled,
Q Now, you have stated that the proposed well location is
1360 feet from the West line and 660 feet irom the South

line. Is Phillips willing to drill elsewhere in Section

13?2
A We would be willing to move thellocation to any location
in the South half, Southwest guarter of Section 13,
provided such a location is acceptable to the 0il
Conservation Commission and the United States Geclogical
survey.
MR. PORTER: What was that location again?
THE WITNESS: We would agree to any location in
the South half, Southwest quarter of Section 13, 23 South,
30 East.

MR, PORTER: Thank you.

)

F -
.

By Mr. Kellahin) Mr. Gorence, was this exhibit prepared

under your supervision?

A Yes.

MR. KELLAHIN: At this time, I would like to cffer
in evidence Exhibit Number One.
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MR. MORRIS: No objection.

MR. PORTER: If there is no objection, Ex%ibit One
Wiii LE aduliieud.

(Whereupon .ipplicant's Exhibit One was adwnitted in
evidencae.)

MR. KELLAHIN: That's all I have on direct
examination of this witness.

MR. PORTER: Are there any quesgions of the witness?

MR. MORRIS: Yes.

® ® * *®

CROSS EXAMINATION

BY MR. MORRIS:

Q Mr. Gorence, is this the first request Phillips has made
for a location in this Section 13? 1Is this the first
time you have ever progposed to drill a well in this
section?

A There was a prelimincsy proposal, I believe, in the year
1969 for a well in this sectinn, yes.

Q was it at the same location?

A i do not recall if it was the evact location.

Q As a matter of fact, it was not at the same location,
was it?

A I do not know.

Q You do not know?

No.
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What were the circumstances surrounding your decision

not to pursue your 1969 drilling program?

I think budgetary limitations would have to be the

prime factor. Our headquarters management in
Bartlesville, Oklahoma, would ncot follow thrcugh on our
recommendation to drill a well, At the time, we were

on a limited wildcat drilling budget.

Had you already accomplished your seismic work at taat
time? |

Yes, we had.

So your investment had already been made in your geismic
work and your lease acquisitions, but your management
determined at that time not to pursue the drilling
program?

That's correct.

Is there a procedure available tc you, Mr. Gorence, for
requesting suspension of this lease from the Uaited
States Geological Survey so it will not expire on May lst,
19742

I understand there is such a procedure, yes.

Do you nave to go through the motions of tryving to get
the location approved by the N.M.0.C.C. and the U.S.G.S.
before you make that request for suspension?

I have not checked inco that, tut I would precume so.

At this point in time, yow have made no such request
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1 for a suspension of your leaser
2| A No, sir.

3| Q Now, this particular lease that you referred to, this

4 1,000 acrez, covers all of Section 13 and part of
s Sections 23 and 24; is that correct?
6 A That's correct.

7| Q And you have stated that you would be willing to drill,

or move your location, anywherc in the South half of

8
° the Southwest quarter of Section 13, is that correct?
10] A That's corxrect.

11, Q Woulé that include, say, one foot out of the Southwest

dearnley, meier & mc cormick

%] A Yes, sir.

) 12 corner of Section 13?7

§§ 3| A Well, I would have to say that would include that figure,
gé 14 but I think I will just state ye#.

§§ 15! Q Would you also be wiiling to drill one foot ocut of the
3%

§§ 16 Northeast corner of Section 23?2

3w

g ;‘, | A No.

%é 18| Q That would be only moving it two more feet.

gg 19| A There has to »< a certain limit, in my opinion, as to
éé 20 how far you car move to determine what is the most

éi a3 favorakle location.

Eé 2! Q if you moved right over in the correr of Section 23,
g% 23 you will be outside of the R-11l1-A area, wouldn't you?
S

25 Q But you are not willing to do that?
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A Not at this time, no.

Q You mentioned that your well cost was estimated to be
$625,000, and that you nave knowledge that other wellis
in the area have cost more than that?

A Yes.

Q Is that due to blow-outs that have occurred in the area
during drilling?

A I feel like I am not qualified to speak on this.

You don't know?

A That's right.

Q You don't know why these other wells cost more?

A I would rather not express my opinion becauge I think
it might be incdrrect in some respects.

MR, MORRIS: I think that is all I have on cross
examiration.

MR. PORTER: Are there any further questions?

MR. KELLAHIN: Yes.

*® ] * ®

REDIRECT EXAMINATION

BY MR, KELLAHIN:

Q

Mr. Gorence, there was scme mention of an application
filed by Phillips Petroleum Company in 1969, and why
the well was not drilled. That well was projected as

an Atoca well, was it not? Or do you recall?

I do not recall, but I'm sure it was approximately
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the same depth,

Subscquent to that time, have there been other wells

drilled in the area?

Yes, there has been considerable drilling activity in
the general area.

Has that drilling in any way affected Phillips'’
determination to drill in Cection 137

Yes, sir.

Mr. Morris referred to the procedure for suspension

which required you to go through the motion of getting
the iocation approved. Is Phillips going through the
motions in that sense?

No. We are prepared to drill this well immediately. It
js inclnded in our current drilling budget, we have the
money, and as soon as the location is approved, we are
ready to commence drilling as soon as possible.

In addition to this well, does Phillips have plans for
other wells in the area?

It will depend on the outcome of the drilling of this
well, which is a wildcat well. |

Would a well in Section 23 fit your plans of development
in that sense?

In that sense, yes. It is very possible we would drill

in Section 23 if the drilling of the weil in Section 13
would so justify it.
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But is Phillips willing to drill that as their first
well?

In Section 23?
Yes.
No.
MR. KELLAHIN: That's all I have.

* * * *

CROSS EXAMINATION

BY MR. STAMETS:

Q

Is there any legal reason or anything in the lease
preventing Phillips from drilling a well in the North

half of the Northeast of Sectlon 23, and drilling
directionally to the appropriate bottomhole location
in Section 13 and producing a well and dedicating
Section 13 to it?
We have not checked into that possibility, and I cannot
answer that question with certainty. I am sure there
would be no objection subject to the approval of the
United States Geological Survey and other regulatory
bodies.

MR. STAMETS: That's all I have.

MR. PORTER: Are there any furtner guestions?

MR. TRAYWICK: May I ask a qguestion?

MR. PORTER: Yes,

* ® * *
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CROSS EXAMINATION

BY MR. TRAYWICK:

0] Mr. Gorence, do you control the North half of Section 23?

A Yes, we own all of Section 22,
MR. TRAYWICK: That's all I have.

* ® *® *

RE-CROSS EXAMINATION

BY MR. MORRIS:

Q I have one guestion prompted by Mr.-Kellahin's redirect,
Mr. Gorence, you said that if you go ahead and proceed
to drill this weil, that you would have plans for
drilling additional wells in the area. Is that correct?

A only if the results of drilling the well in Section 13
would so justify it.

Q So if you get a commercial well here, it is your plan

to embark upon a drilling program on your other leaseholds

in this area?

A If this well so justifies it, that's correct.
Q How many acres of leases do you hold in the area?
A  We have oil and gas leases covering approximately

8,700 acres.
Q How much of that, approximately, would be in the R-1l1l-A
area?

A I would have to check that, I can't say with certainty
at this time.
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Most of 1it?

I would say approximately fifty percent.

So if this well is permitted, and you do obtain
commer:ial production, we can look forward to other
applications by Phillips, and perhaps by others, to drxil]
in the Potash-0il Area?

There is that possibility, yes.

Just one other guestion. I think you said you had a
leagse acquisition cost of some $300;000. This did not
all relate to this 1,000 acres, did it?

No, that is correct.

What was your lease acquisition cost on this one
particular lease?

Thirty-two and a half dollars an acre, which would total
$32,500. That lease was purchased by assignment.

If a well was drilled on this lease in the Northeast
quarter of Section 23, production there would hold the

entire 1,000 acres including Section 13, would it not?

If it was drilled in the North half of the Northeast
quarter of Section 23, yes.

MR. MORRIS: That's all I have.

MR. FORTER: Does anyone else have any questions?

(No response)

* * * *
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CROSS EXAMINATION

BY MR. PORTER:

0

A

Youn indicated that uvan hawva 0 YAA oo=co

Approximately 8,700 acres in the area.

Do you know how many different sections the acreage is
located in?

Approximately thirteen sections.

Would it be your plan to ask for wider spacing than the
320 acres that is prescribed by regﬁlation at the
present time?

Yes, it would be our plan. At this time, it is our

intention, in the event of Morrow gas production, that
we would ~sk for 640-acre spacing.

MR. PORTER: Are there any further questions?
(No response)

MR. PORTER: If not, the witness may be excused.

{Witness excused.)

¥R. KELLAHIN: At this time, we will call Mr.

Joe Woo:ison.

JOE O. WOODSON,

was called as a witness, and having been already duly sworn,

testifled as follows:

DIRECT FXAMINATION

BY MR. KELLAXIN:
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Would you state your name, please?

Joe O. Woodson.

By wiiom are you employed and in what position, Mr.
Woodson?

I am employed by Phillips Petroleum Company as a
Production and Mechanical Engjineering Supervisor in the
Southwest District, Odessa.

Have you ever testified before the 0il Conservation
Commission?

No, sir, I have not.

Would you briefly outline your education and experience
as a Mechanical Production Engineer?

I received my B.S. degree in mechanical engineering

from the University of Tennessee in 1948, and I have

been employed hy Phillips since that date as a Production,
Drilling, and Mechanical Engineer.

In connection with your work as a Production, Drilling
and Mechanical Engineer, do you have anything to do

with the casing and cementing program for wells drilled
by Phillips?

Yes, sir.

Have you had anything to do with the casing and cementing
program as proposed by Phillips on this proposed well

in Section 13?2

Y23, sir.
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1 g Would you briefly outline just what type of caaing
2 and cementing program you plan for this well?
3| A We p.an to dril)l a 17 1/2 inch hole to 500 fteet and
4 set 13 3/8 surface casing. This casing will be cemented
[ 3 to the surface with approximately 600 sacks of cement.
e, » The casing will be tested tc 600 pounds before drilling
é 7 the. shoe. After drilling the¢ shoe, the well will be
§ 8 drilled down to approximately 4,000 feet, or 150 feet.
OEG 9 below the salt section.
§ 10 The drilling fluids will couply with Rule R-11l1-A.
GEJ_ 11 The pipe that would be set at 4,000 feet, approximately,
-CZ; . 12 would be 10 3/4 inch 5l-pound C-55. The hole would be
_ 2
_§ ;:§ 13 calibrated for the cement job, and the casing will be
gé 14 cemented with Class C cement and with two percent
® W
:E 15 calcium chloride and 19 1/2 pounds of salt per sack of
ég 16 cement.
f:;‘;'l 17 The twelve-hour strength of this cement after
%i 18 setting twelve hours will be 2,430 pounds per square
%;: 19 inch. After twenty-four hours, it will be 2,830 pounds
%% 20 per square inch. It will be tested to 1,000 pounds
%g 21 before drilling the shoe, and retested after drilling
5
:; 22 tha shoe.
Sa
gg 23 MR. NUTTER: What is the top of the cement going
L g : 24| to be?
g 25 THE WITNESS: Circulated to the s»=>face.




Yy PrR—
.

dearnley, meier & mc cormick

209 SIMMS BLLOG.a P,.O. BOX 1092 PHONE 243-0691# ALBUQUERQUE, NEW MEXICO 87103

1216 FIRST NATIONAL BANK BLDG., EAZTSALBUQUERQUE, NEW MEXICO 87108

10

11

13

14

1%

16

17

18

19

21

PAGE 2 1

B

(Continuing) Our next string of casing will be at
12,100 feet, and it will be 7 5/8-inch intermediate.

This string will be set in the Wolfcamp prior to
drilling any abnormal pressure gas zcnes. This string
will be cemented to the surface in two stages.

The first stage o cement will be Trinity lightweight
with six pounds of salt in with 300 sacks of cement.

In the second stage, the stage collar will be set
near, or just below, the casing shoe of the 10 3/4.

From that point, it will be cemented to the surface with
Trinity lightweight cement, followed by 300 sacks of
net cement.

In the event the well is a producer from the Morrow,
or in that area, a string of 5 1/2-inch liner will De
set from approximately 11,800 feet to the total depth
of 14,300 faet, and it will be cemented throughout from
the bottom of the liner to the top of the liner.

Now, does the cementing and casing program comply in

all respects with Commission Order R-111-A?

Yes, it does.

In your opinion, is that an adequate caring and cementing
program to protect the potash zone if one is encountered
in the area?

Yes.

Actually, as I understand yocur testimony, there would be
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two thlcknesses of cement throughout the eniire potash

zone, would there not?
A vaa. ajsr
Q And two strings cif casing?

A Two strings of casing and two thicknesses of cement

throughout the entire area.

MR. KELLAHIN: I have nothing further on direct
examination.
MR. PORTER: Mr. Morris, if your client didn't object

to the location, he wouldn't object to the cementing program,
would he? I am just trying to save cross examination.
MR. MORRIS: I am going to have to cross examine.

® * L *

CROSS EXAMINATION

BY MR, MORRIS:

Q Mr. Woodson, is your proposed casing and cementing program
that you have just described the same as was submitted
on the United States Geoclogical Survey form, as part of
your application for a permit to drill?

A I believe so.

Q on your intermediate string of 7 5/8-inch casing, what
is your weight per foot, and what is the grade of pipe?

A From the bottom to the top, we have 4,900 feet at 29.7

pounds of S-95., We have 2,700 feet at 26.4 of §-95,
Seventeen hundred feet at 26.4 pounds of 10-80.
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Twenty-£five hundred feet at 26.4 pounds of K-55.

Three hundred feet at 29.7 pounds of S-95 at the top.

PO you have any estimate as to the total length of tiwe

it would take to Adrill this well?

I would cstimate around ninety days.

How much of that time would be involved in performing
drilling operations within this 4,000-foot casing string,
the casing string set at 4,000 feet, and how much time
would be involved in the casing string at 12,100 feet?

I don't have any figures with me, but going by other
wells, I would estimate that to drill to 4,000 feet,

it would take not more than fifteen days and
approximately twenty days, twenty-five days, let's say.
from 4,000 to 12,000.

Now,your procedure, as I understand it,; would be that
you would set this 4,000 faet of casing, you would
cement it, and then you .orld come baék and actually

be performiig drilling operations through that cemented
string of casing, is that correct?

That's correct.

During this time, do the stresses and strains of drilling
have any effect upon that casing or the cementing?

The only detrimental effect that we would anticipate
would be on the casing from the drill pipe. 1In order

to prevent that, we would install protective rubbsrs
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on each section of drill pipe.

Does this procedure offer one hundred percent protection

from banging against the side of the casing?

I don't know if we could say one hundred percent
protection, but we feel it does adequately protect the
casing, because when these rubbers become worn; we
replace them with new ones.

What do these rubbers consist of? They are just
over-sized rubber bands around the tubing string to keep
it from banging agcolinst the side, isn't that correct?
There are different types. Yes, they are good quality
hard rubber that are installed by stretching them and
putting them over the drill pipe.

How many of those go on each joint of drill pipe?

One.

Just one?

One on each joint, yes.

And would the same be true as to your casing set at
12,106 feet? It would be set, cement would be circulated

on it, then, during the twenty days that you would be
drilling within that the same situation that you have
described would be the case, as on the 4,000-foot casing?
Yes, we would have protectors.

Now, these casing stringé get smaller as you go down,

80 on the 12,100-foot string, you are operating within
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a 7 5/8-inch casing size, is that correct?
That's correct.
Do ycu use the same size rubber protectors on your

drilling string?

No, the rubber protectors will be-- well, let me back up.

The rubber protectors are slightly larger than the

tool joints on the drill pipe, so I would anticipate
the drilling contractor would be using smaller dxill
pipe inside the 7 5/8-inch casing, and therefore, he
would have protectors on this particular string.

Are you familiar-- first, let me ask this question.

In cementing your 1,100-foot casing string, are there
any problems in obtaining circulation of your cement?
Yes, there would be if the entire string were cemented
in one stage because of loss of circulation below 4,000
feet.

How many stages would you anticipate using to cemcnt
this string?

Two stages.

Is there any way to check to determine whether you have
continuity of cement between your stages?

Yese, sir.

How do you do that?

If you can run a tenperature survey within twenty--four

hours, you can pick the top of the cement.
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1 Q Are you familiar with the other wells that have been
2 drilled in this area?

3| A In this area?

4| Q Yes, sir.

5| A Not really, except for some wells we have drilled
3 several years ago in this area.

7{ Q Are you familiar with any abnormally high pressuraz zones

8 that have been eacountered during the drilling of wells
9 in this area?
10| A No, sir, I am not.

11 Q Are you familiar with the fact that there have been

dearnley, meier & mc cormick

21 towvnship.
22 Q (By Mr. Morris) Are you familiar with the drilling of

23 the Belco Petroleum Well in Section 1 of that same

s 12 blow-outs in this area?

gg 13| A No, sir.

g% 14 ‘Q You are not?

@ W

;% 15 A I am not familiar with that, I must say.

gg 16 Q Which wells in this area are you familiar with?

S

%g 17 A The James Ranch Well.

%é 18 Q Are you talking about the well in Section 36 in the
g; 19 township to the north?

§ 20 MR. GORENCE: No, it's in Section 2 in that same
:

24 township?

25 A No, sir. 1Is that a recently-drilled well?
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1 Q Let me see, and I will give you an answer in just a
2 minute.

a| A I am not familiar with it.

4] Q You are nct?

s| A No, sir.

ZRI.T.A
o

5 LAEAN O & . Sk dledk & lgIN = Te

gave time, we 4c have 2 witness
7 here who is familiar with it,
8 MR. MORRIS: I was under the impression that Mr.

9| wWoodson was being offered as a drilling expert.
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10 MR. KELLAHIN: He is the casing and cementing expert,
1| q (By Mr. Morris) Mi. Woodson, should I talk to you or

12 your next witness about directional drilling problems

13 and the feasibility of difectional drilling?

14 A I will be glad to answer ;ny questions I can.

15, @ Has yoar company considered the feasibility of

16 directional drilling in this area?

17 a Not to my knowledge.

18 ¢ Is there any reason to your knowledge that ii would not
19‘ be feasible?

20 A It may not be economical, however it is possible that

21 a well could be directionally drilled.

22 Q Approximately how much more would it add to your well

23 cost for directional drilling?

1216 FIRET NATIONAL BANK BLDG., EASTOALBUQUERGUE, NEW MEXICO 87108

24| a That would depend on the number of times you had to

& - 25 | run whip-stock to turn the holie back to the direction
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you want to go in. So it's almost impossible to
estimate what it might cost,

It wouldn't run over a couple a hundred thousand dollars
extra, would it?

I don't know, but that might be a fair estimate.

But that couple of hundred thousand dollars would be

the differance, as far as you can see, in whether this
would be an economic venture or not?

I would have to say it would Ls just an estimate because
of the problems you might encounter in keeping the hole
going in tha direction you want it to go in.

Have you ever participated in the drilling of whip-stock
wells?

Yes, sir.

When Phillips would piug the well, whether it be
immediately as a result of an uncommercial well oxr after
production, are you prepared to say at this time what
plugging program would be followed?

We follow the program as outiined by the Ccmmission,

and I understand we would have a solid column of cement

throughout the salt section.
When you say throughout the salt section, you don't mean
however solidly to the total depth, do you?

Not unless it was required. However, if it was required,
we would do it, but normelly we would not need to
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do that. \
Even if a well is cemented solidly to the total depth.
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there would not be the escape of gas from the reservoir,
either through the casing or up around the cement
outside of the casing?

With this particular casing program that we have in
this area, I feel like there is a perfect guarantee
that we would not have this problem.

Would Phillips be willing to make a perfect guarantee
to I.M.C. that in the ~vent of the plugginc Orf this
well that no gas would ever escape into its mine?

I don't think I am qualified to answer that.

Have you ever had any experience, Mr. Woodson, with

wells that have been subjected to the zhearing forca

conrected with subsidence as a result of mining operation*?

No, 10t 23 a result of mining oparations.
As a result of any other oparations?

I have had somc experience with shallow subsidence due

to the withdrawal of water from water-sand, and in this

case, the casing in most cases was not damaged. Of

course, this was shallow.

ER.
How;y )llow?

Thrée or four hurndr=3 feet.

I see. What forces were at work there? Were there

P I
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shearing forces at work?

A Yes, there were shearing forces, but due to the

g W I

G iUwWLees, 2 iUGl Liw IGasUn Was that there was not
encugh load imposed on the casing.

Q Was thivre any ccmont{nq involved in this situation?

A Yes.

Q Was the cementing cracked?

a I don't know. The earth simply subsided at the surface,
end left the casing sticking up in its existing position.

Q How deep was the sub-surface subsidence in this case?

A Three or four hundred feet.

Q Was it just that one instance that you are referring to?

A That's one instance I am familiar with.

Q Well, are you saying, Mr., Woodson, that if a well, say,

at the 1,400-foot level, was subiected to shearing

forces that your cementing program would provide a
one hundred percent guarantece that thexe would not be
such a disruption of the casing and cement that would

enable hydrocarbons to escape?

A No, I couldn't say that.

MR. MORRIS: That's all I have.

MR. PORTER: Mr. Kellahin, do you have anything
on redirect?

MR. KELLAHIN: No, sir.
MR. PORTER: Are there any further questions?
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MR. TRAYWICK: Yes.

® * * ]

CROSS EXAMINATION

BY MR. TRAYWICK:

Q Mr. Woodson, are you going to take-- make any effort
in your casing program design in the 10 3/4-inch casing
to remove the bulkheads f£rom the potash zorne before
you submit the 10 3/42

A Yes, we will run centralizers to insure that, and wo
will have cement completely around the pipe.

Q You also mentioned a temperature survey as a supplement

to that. Would you also run a bond load to ascertain
good cement bond to the critical areas, or is that
includad?

A I don't know for sure if that's included as a definite
proposal, but we feel that if the cement is circulated
to the surxface, and if we get good cement return, then
we will already be insured of good bond throughout the

areaea.

MR. TRAYWICK: That's all I have.

MR, PORTER: Thank you, Mx. Woodson.

(Witness excused.)

B. C. LARGENT,
was called as a witness, and having been already duly sworn,
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testified as follows:

DIRECT EXAMINATION

Q

A

Will you state your name, please?

R. C. Largent,

By whom are yoa employed and in what position, Mr.
Larqgent?

I am a geologist with Phillips Petroleum Company in
Odessa, Texas.

Is that L-a-r-g-e-n-t?

Yes, sir.

Mr. Largent, have you ever testified before the 0il
Conservation Commission?

No, I have not.

For the benefit of the Commission, would you briefly
outline your education and experience as a geologist?
I received a bachelor's degree in 1956 from Midwestern
University, and I have been employed by Phillipsa since
that time; seventeen years,

Where have you worked?

I worked in Bartlesville; our main office, for twelve

years, and was associated with outside areas including

Alaska, California, Rocky Mounta’'n, the Amarille

District, and the Mid-Continent District.

How long were you in Bartlesville?

2 .



‘vﬂ'}'wv Tr—

dearnley, meier & mc cormick

209 SIMMS BLDG .6 P.Q, BOX 1082« PHONE 243-86910 ALBUQUERQUE, NEW MEXICO 87103
1216 FIRST NATIONAL BANK BLDG, EASTeALBLQUERQUE, NEW MEXICO 87108

10

11

12

13

14

18

16

17

18

19

23

24

25

PAGE 33

e

&
L4

0

>

0

Tvelvse years.

How long have you been in Odessa?

Fany and a half vears.

In connection with your work in the Odessa District,
have you had anything to do with the area invoived in
this application?

Yes.

Did you have anything to do with the study of the
geological information in the area?

Yes, sir.

You did not supervise any seisnic work, or anything of
that nature, did you?

No, that was before I arrived hsare.

But was that information made available to you?

Yes, it was availablé and incorporated in the sub-surface

studies.

Dié¢ you supervise those sub-surface studies?

Yes.

what type of work was done in the area to determine

the well location?

We used the sub-surface control that we had, and have
continued to add to as subsequent wells were drilled,
and this was incorporated with our seismic control where

we did not have well control. We also made a regional

stratographic study of the entire north part of tne
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Delaware Basin, which included this area.

Q Have you prepared a map showing the surface information?
A Yes, 1 have.

MR. MORRIS: If the Commission please, before the
witness testifies with respect to this exhibit, thore may be
some question as to ite admissibility into evidence, and we
would like to have an opportunity to interpose an okjection
+5 the exhihit before he proceeds to testify to it.

MR. PORTER: How are you going to determine that,
Mr. Morris?

MR. MORRIS: Well, ordinarily, Mr. Porter, Mr.
Kellahin would offer the exhibit in evidence, and I wouid
object to its admissibility, and would ask the permission
of the Commission to ask a few questions just to determine
its admissibility into evidence.

MR. PORTEK: Prior to his testimony?

MR. MORRIS: Yes, sir. I am objecting to his
testimony on the exhibit at this time on the grounds that
insufficient foundation nas been laid for the introduction
of the exhibit or his testimony.

MR. KELLAHIN: We haven't laid any foundaiion yet,
Mr. Morris.

MR. MORRIS: Mr. Kellahin has adwitted my objection.

MR. KELLAHIN: We haven't had the opportunity to

lay any foundation. I have no objection, however, to his
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asking questions on voir dire, however, to expedite the
matter,

MR. PORTER: Why don't you go ahead, Mr. Morris?
* *® L *

CROSS EXAMINATION

BY MR. MORRIS:

Q Mr. Largent, does the interpretation shown on Phillips'
Exhibit Number Two include geophysical interpretation?

A Yes,. it does.

Q And you have not made this geophysical interpretation?

A No, I did not make the original interpretation, however
that has been incorporated and tied into the sub-surface
control that we have, and I did supervise that.

Q You supervised the preparation of this map, using

geophysical information prepared by others?
A That's correct.

MR. MORRIS: If the Commission please, to the
extent that this witness has admitted that he has based ﬁis
opinion in part on information supplied by others, geophysical
data that was not his work, and that he did not participate
in it, we, of course, are put in the pcsition of not being
able to cross examine the witness on the gecphysical data

that forms the basis for the exhibit, and we object to it

on the grounds previously stated, and we will object to its
admigsibility, and we will object to any testimony based
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on the exhibit.

MR. KELLAHIN: In response to that objection, the

witness has tesvified that he prepared the exhibit based on

geophysical data he examined and correlated to the sub-surface
information available to him.
Now, historically, before the Oil Conservation
Commission, geophysical work based upon such things as
seismic surveys has uniformly been admitted by this Commission|
I have yet to see a seismic survey expert ever appear before
the Commission to support the underlying data. It has never
been done, to my knowledge. It is a tool uniformly used
by the oil industry that you accept the data available and
put your interpretaticn on it, and we submit that the
exhibit is admissible, as that is what this witness has done.
MR. PORTER: Mr. Morris, the Commission will
overrule your cbjection.
o} (By Mr. Kellahin) Mr. Largent, referring to what has
been marked as Phillips' Exhibit Two, would you identify
that exhibit?

A Yes, sir. This is a plat outlining the area of the

propecsed well, including the sub—surface control within
seven miles of the proposed location.
Q Now, by sub-surface control, are you referxving tec wells

that have been drilled in tiils area?

A Yes.
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Oon the basis of that information, did you correlate
that with any other information you examined?

I correlated this with the seismic ianformation that we
had, and as wells are drilled, we have made what
corrections are necessary in our seismic information.
Now, what controls did you have for the preparation of

this exhibit?

We have had seven wells drilled in the area, and we

have electric logs and sub-surface stratographic data
on each of these wells.

And you examined the sub-surface data on each of these
wells?

Yes, sir.

On the basis of this information, did you make any

determination as to what areas were the most favorable
for drilling a well on the Phillips leases?

Yes, I did. We have outlined a broad stratographic

area where we would anticipate seeing better development
of carbonates, and this, incorporated with our seismic
data, has brought us to tue location that we are
proposing in this application.

What makes this location more favorable than any other?
Well, it's the proper location with respect to what we

think may be the back bank limits correlated to the
two wells to the north, and the high seismic area as
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indicated.
That then makes this the ideal location for Phillips?

Yes, we feel it does at this time.
From a geological point of view, what type of reservoir
is this?
Our primary objective is the Atoca section, which is
a carbonate reservoir. We do have a secondary objactive
which is the Morrow, which is a sand reservoir.
Is this reservoir sinilar to any other reservoir in
Southeastern New Mexico?
Yes, the carbonate that we have found in our two key
wellg, the Texas American Well and the El Paso Well to
the north, the Texas American Well being five and 2
half miles to the east--
Give the locations of those wells.
Section 26, 23 South, 31 East; that's the Texas American
Number 26 Todd, which is five and a half miles to the
east.

In the E1 Paso Number 1 James Ranch, which is

~ee miles to the north, we have seen a carbonate

development in the area that is called Ivanovia, which
is similar to the development we see in the Lusk area,

which is approximately twenty-five miles north.

Because of this development, we feel that this is

the proper envi:cnment for development of Ivanovia.
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Would you explain what Ivanovia 1is?

Yas. That is a green algae which is gquite well-known

in our business as heing guite a good porosity-producing
animal. The Four Corners area is another type of this

development.

Has this developmant been found in other wells in

the vicinity of the Phillips location?

Yes, the Texas American Well has eighty-five feet of
this development that is porous. We have seen this
development in several other wells, but not with the
perosity of this well.

What type of porosity do you find in the other wells?
What degree of perosity?

The porosity in this section averages from five to
seven percent.

And do you have good permeability?

Yes, you do, in the two better wells we referred to.
Do you have any idea what the permeability is in those
wells?

No, I do not. There have been no cores, and our logs
are not capable of that measurecment.

What roughly is the thickness of the producing formation
here?

The Texas American Well has approximately eighty-Zfive

feet; the El Pasoc Well, which we consider near the up
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Q

bank limits, has nine feet of pay. The recently
completed Belcc Well has approximately thirteen feet.

We are talking about net pay?

Yes, as interpreted from the electric logs.

Have you made an cstimate of the reserves you would
encounter in a welil in Section 137

Yes, when we released our proposed well to management,
we assigned ten billion cubic feet of reserves to this
well based on 640 acres. That estimate is based on

the averages of the wells in the area and volumetrics.
The volumetrics are based on information available from

other wells also, is that correct?

VYoe ad»r
Yae sir,

L4
Do you anticipate encountering a typical well here?

Of course, you always hope to get a Utopian kind of well,
but based on this average, we anticipate ten billion

cubic feet.

Would that all be producible reserves?

The ten billion is what we consider producible reserves.
what deliverability do these wells have?

They are quite variable. Of course, the poorer wells

have poorer deliverability, but the wells nearest our

location, which would be the two wells to the north,

the El1 Paso James Ranch and the Belco-~--
That is the Shell James Ranch, is it not?
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The Shell Number 1 James Ranch is in Section 36, three
miles north, and the recently completed Belco Well,

which was completed in the Atoca section and has not
produced., was completad for thirty-nine million, and
we anticipate similar development.

Is there a ready gas market avallable in the area?
Yes, sir.

How many pipe lines are taere in the area?

I believe there are three pipe lines available, at least
two, and perhaps three.

Assuning deliverability you are discussing and the ten
billion in reserves, what would be the life of a well
in Section 137

If we had ten billion recoverable reserves and a well
capable of dejivering ten million feet a day, I would
anticipate a life of five and a half to six years.

If we go up to fifteen million a day, we anticipate

a life of four years. Of course, this is something
that certainly cannot be predicted, but we anticipate
at least the deliverability of the Belco Well north,
and obviously the Belco Well to the north would be
capable of delivering considerably more, and in that
case, we would anticipate a comparakle deliverability,

and we would anticipate a life as short as three years.

When you say a life of three years, do you mean you
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will have produced the reserves, and would be ready
to plug and abandon that well?

Yes, that's possibla.

And you would be through with that area then?

Yes, this spacing unit, that's correct.

This spacing unit?

Yes.

Now, you are talking about a three to five-year life
span. The James Ranch Number 1 Shell Well has been
produc.ng for a great deal longer, has it not?

Yes, but there is a reason associated with that. 1In
the gas business, as most ¢f you know, there is
conaidarahle change in the martkst, and I have an

exhibit that will indicate what may have transpirea.

>Referring you to what has bz2en mirked as Phillips’

Exhibit Three, would you identify that exhibit?

Yes, sir. This is the gas sales compiled from the

New Mexico Production Bulletin, indicating the producticzsn
found in the Shell Number 1 James Ranch Well. This

well is three miles north of the proposed location.

It was connected in May, 1958, and in the firat ten
vearz, accumulated slightly over four bi’’‘oun eubié'
feet of gas. In the last four years, it has acéﬁﬁﬁlﬁted

slightly over eight billion, which would indicate the

change in the market si*uation, and what we could

S R T o T I TR TR ARE IR e ——r
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anticipate in our area if we drill at this time.
Q You attribute this production history solely to market
capability?

A Yes, sir.

Q The well has been capable of producing the gas?

A That's correct.
0 Hae +he wsll reached its peak of production?
A The indication from this curve would say yes. It

started on a decline, rnd we anticipate it will be
depleted within a few years.

MR. PORTER: W%While you are on that point, providing
the market stays as it is, or improves, would you anticipate
a decline as steep as the one shown in 19712

THE WITNESS: I would show a decline from 1972, yes.
Perhaps with the deliverability, I think we could actually
anticipate a sharper decline, Mr. Porter.
Q (By Mr. Kellahin) H~c che market demand, in your opiniez,

affected the production in Southeastern New Mexico

generally?
A Yes.
Q Have you had experience in this elsewhere also?
A Yes, we are developing at this time an area known as

the South Carlsbad Pield, and on the re¢lease of our

wells in thiat avea, we give those wells a three-year

life.
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Now, we are anticipating a total reserve of
approximately five billion, and +his would be
approximately seven million cubic feet a day.

Are the wells capable of producing at that rate?

Yes, they are-- some of them are, all of the Phillips
wells to date are.

Now, going back to your Exhipbit humber Two, would you
take the completed wells there-- do you have deliverabili

information on each of those wells?

Do you mean today or initially?

Initially or today, whatever information you have on
chem.

The El Paso Number 1 Janes Ranch at this time iz capable
of producing approximately four and a half to five
million per day.

Is that the Shell James Ranch?

Exéuse me, the Shell James Rarch.

In Section 36, Township 30, Rangye 22?

Yes, that's correct. The Belco Well, which was just
recently completed, had a calculated openflow of
thirty-nine million, and we don't know at this time
what it will produce, but certainly, it should be
capable of a deliverability of tweaty million, I would

think.
That is the well in Section 1}, 30 East, 23 South?

) 4
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A Yes, sir, that's correct; two miles north.

The Texas American Well, which I referred to in

Section 26, five miles to the east, has an indicated

openflow of seventy-five million, and that well produced

for some time at approximately twenty to twenty-three
aillion per day. However, it has some water problemrs
at this time, and they are producing at aromnd five
miliion, I believe.

The other wells, although completed in the Atoca
sectiuvii, are not in the same formation or the same
sti'atographic zone as this, and they have a production
capability of from one to three million per day.

- T o o e L eeman o~ Treole 2 1.2
A o QLY TIIYg WELCT DAIMLUVA

@)

you or under your supervision?

A Yes, sir.
MR. KELLAVIN: I would like to offer in eviderce

Exhibits Twovand Three.

MR. PORTER: Is there any objection?

MR. MOBRIS: We renew our objection to Exhibit
Number Two, if the Commission please, on the grounds as
stated previously.

MR. PORTER: The Coummission will overrule your

objection, Mr. Morris, and admit all three exhibits into

the record.
(Wwhereupon Applicant's Exhibits Two and Three
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respectively were admitted in evidence.)

MR. PORTER: The witness is now available for

cross examination, but before we begin. we will take a short
recess.

(Whereupon a recess was taken.)

(Hearing continues.)

MR. PORTER: The hearing will come to order, ples<ae.

MR. KELLAHIN: Mr. Porter, could I ask a couple of
more questions on direct before cross examination beginsg?

“R. PORTER: Yes, sir.

Q (By Mr. Kellahin) In connection with the testliony
offered by Mr. Woodson, there was some question raised
about drilling in Section 23, and drilling directionally
to the bottomhole in Section 13. Have you had any
experience with directional drilling?

A No, I have not, other than the results of what we have
done, but not directly wuith the drilling part of it.

Q You are familiar with the results of Phillips' operations
in the field?

A Yes, at least on two occasions.
Have you any estimate as to what the cost of directional
drilling would be in the fashion proposed?

A 4ell, as was earlier testified to by Mr. Wocdson, this

is very difficult to project, but I would probably

estimate in the range of thirty-five percent of
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1 add:;.tional cost.

2| Q But that is an estimate?

3| A Yes, 1t is.

4! Q Ts there any certainty that you can control the direction
5 that you are drilling wells in in this arsa?
~ 6| A We had an occasion last year over on the eastern shelf
'gé y to drill approximately a 9,000-foot well, which we
EE 8 attempted to do directional drilling in, and we were
EE 9 unsuccessful in this, due to the shortcomings of the
% 10 service company invcived in it,
Ei 11 So it is not a surety by any means that you can
é% 12 arrive at your lccation.
ég 13 Q Was that proklem with that particuiar service company,
14 or is +hai common to all service companies?

18 A I think this is an additional risk that you take, and

16 you expect in directional drilling.
17 MR. KELLAHIN: That's all I have.
18 MR. PORTER: I understand *hat directional drilling

19 is quite successful over in East Texas, according to rumor.

20 Mr. Mooris, do you have some guestions?
21 MR, MORRIS: Yes, I do.

22 | ] [ *® *

23 CROSS EXAMINATION
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That's correct.

Have you testified here today as a rzservoir engineer?
No, sir.

Or as a production specialist?

No, sir.

wWho made the reserve calculations? I think you gave a
fiqure of some ten billion cubic feet.

We have a reserve group who are specialists in the

field, and to give us the reserve estimates in our

Odessa office.

So you didn't do that yourself?

That's correct.

It's pretty hard for me to cross examine on tkis point,
Mr. Largent, but as I understood your testimony, I have
to ask you this. What is the basis for your statement
that there are ten billion in reserves here?

As I earlier testified, our reserve estimates were
based on the average of the wells in the area and the
volumetric calculations.

You don't have any exhibit to present to the Commission
with respect to how those reserves were calculated?

No, I do not.

I believe you stated that if you achieved a certain

deliverability in this well, that you could deplete

its recoverable reserves in some five and a half to
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six years. What assumed deliverability were you

referring to?

1 believe I gave the number ten million deliverability
per day, based on ten billion in reserves, and that this
would give a life of approximately five and a half to
six years.

So your statement in connection with the depletion and
the time frame of the depletion is all ba. ed upon the
assumption that you have made that there are ten billion
in reservas here?

That's correct, and the deliverability of that figure.
When you say deliierability, you actuall; mean producing
rate, do you not?

Yes, that's correct.

Does a well's producing rate, deliverability, remain
constant over its life?

Well, certainly not. As your pressure depletes, your
deliverability goes down.

But for the purpose of your assumpticn, you have assumed
a continious rate?

No, I aave not.

You have not?

Qur reserveir people made the estimate, and they

projected it with regular decline.

Yuur reservoir people did itz You didn't yourself?
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That's correct.
ir. Largent, my copy of Exhibit Two is colored, but I
don't have a color code shown on my oxhibit. Can you
help me out a little bit on that?
T believe you will find it just above the legend.
It's not on mine.
Yes, it is.
oh, I'm sorry. What is the significance of the big
red and blue contours across the page? Does the red
there-- that doesn't refer to a particular-- I mean,
;hat is the significance of the red, as comparec to
the blue?
If you will note the arrows,and those colored lines
outline the area I referred to earlier, and the
stratographic position within the basin that we feel
is most likely to have this carkonate build-up, and
as we get ‘nto the back bank area, we wotld anticipate
a different facies within this zone than we would in
the Atoca carbonate bank.

As you ¢get to the fore bank area, we anticipate
a different facles. This is taken from the original
stratographic study that was made.
Now, in Section 12, what formation would ;. . expect

to find and complete?

and complete in?
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Yes.

Our primary objective is the Atoca carbonate area I
discussed, and which Us outlined on here. However,

we hopefully will have Morrow sand capable of producing
in this area also. That is our secondary objective.
Your principal objective is the Atocea, is that the
formation upon which the reserve calculations were
based?

That's correct.

Did that reserve calculation take into consideration
any contribution from the Morrow?

No, it dia not.

Just the Atoca?

Yes. We would anticipate producing those simultaneously
if we did have Morrow production.

where is the best Atoca production in this whole area?

- Is that the Texas American Well that you referred to

over here in Secti . 267

Based on production history, and we have a considerable
longer history on the Shell James Ranch in Section 26,

I would say that that is probably the best total
reserve well. ¥z 3¢ not know at this time about the
Belco Well, but it appears to be a good section.

What interval is the Belco Well completed in?

The Belco Well in Section 26 is completed from the

&
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Atoca carbonate zone that 1 referred to.

Q Can you give me the perforations?

A Yes, I can.,

MR. KELLAHIN: I think Mr. Morris referred to tie
Belco Well in Section 26. I don't balieve there is a Belco
Well in Section 26,

MR. MORRIS: Excuse ne, I was referring to the
Texas American Well ovar in Section 26. Now we are talking
about the Belco Well in Section 1 of this same township.

THE WITNESS: I do not have perforations on that

well. To my knowledge, it has not been officially completed.

Q (By Mr. Morris) M- . Laxgent, you have stated here to
the Comanission thai: you believe it is completed in the
Atoca, and frankly, we don’t think it is, and we want
to know what you base your opinion on.

A The Belco Well in Section 1 was completed earlier,
approximately three to five months ago, in the Morrow
section. That well =ince has been re-entered and
perforated to the Atoca section and the Strawn section.

Q What information do you have upon which you are basing
this? I want to know your current information that
you are relying on.

A This completicn, or this test, was listed in the Midland

paper just last week, and I have talked to personnel

with Belco. I do not have the exact perforations
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down, but I think I can give them to you within ten

feet 0f where they are.

Give me the information upon which you are relying in
making your statement that you believe it is comp-leted
in the Atoca.

I talked 3irectly with personnel with Belco, and they
have to)d me they perforated their Atoca section.

To the best of your information, what is the interval
which they perforated?

Approximately 12,996 to approximately thirxteen thousand
nine.

Thirteer thousand nine?

Yes, =ir.

And how has that been openad up? Has that entire
section been opened up?

Yes, sir.

Do you have the test on that zone?

Yes. That test was first reported at thirty-six million,
and the newspaper report was at thirty-nine amillion per
day calculated openflow.

And how long a test was that?

I can't answer that, Mr. Morris. That was a four-point

test, I believe, and it was taken and calculated from

that.

Are the Strawn perforationa still open in this well?
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A Yes, they have been parforated, but I do not know

Q Has the well been placed on production?

A Not to my knowledge., The well was on production in

what they are doing with them. They had a calculated
openflow from that zone of approximately sixteen million,
but I do not know if they are producing. I do not

think they are producing either zune at this time.

the Morrow zone, but not the Atoca and the Strawn 2zones,
to my knowledge.

MR. NUTTER: Mr. Pcrter, I believe that well, and
we have Belco personnel present in the room, I believe that
well was recently authorized for a dual completion after a
hearing, and I think we have the file with us now for the
dual completion for the well in another zone. So maybe the
representatives of Belco cuuld tell us what formation was
recently spproved, and what formation the present application
is for.

MR. MORRIS: We might be able %0 keep this going
in an orderly procedure if we know who the Belco representativ%
is present, and perhaps he can be presented as a witness.

MR. KELLAHIN: If the Commission please, I think
the Commission can take notice of its own file, and there
is an application pending before the Ccmmission at this time

to complete the subject well in undesignated Strawn and

Atoca pools, It was originally appiove
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in the Morrow, and,l believe, the Strawn,
MR. NUTTER: But the Morrow has now been abandoned.
uMn weryaurn: I don't think it has been abiandoned.
They propose to temporarily abandon it, yes.

MR. NUTTER: And coOmplete it in the Atoca and the

Strawn?

MR. KELLAHIN: Yes. I filed the application; and
it's in the Commission file.
MR. MORRIS: Mr. Kellahin, would it be possible

for you to provide me with a copy of the application that

I can look at at this time?

MR. KSLLAHIN: It makes no menticn of the completionj

Q (By Mr. Morris) Has it been possible for you, Mr.

Largent, tc make any material calculations, or any othex

accurate reseive calculations, with respect to the
Atoca reserves in the Belco ilell?

A No, our reservoir people have not really looked at that
well. They will not d¢ that until after the well is
officially completed and on production.

Q So we still i.zed quite a bit more iniormation on the
Belco Well before we can evaluate its reserves?

A That's probably true.
All right. I would refer you to the El raso-Mcbdil

Federal Well located in Section 29 of the adjoining

tounship to tha easzt; are you familiar with that well?
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Yes, I am, to a degree.

Was that well teated in the Atoca?

Yes, there was a drill stem test on that we}l, and it
did not recover a significent amount of gaé;

Was that well completed .n the Atoca?

No, it was not. It is not completed officially at this
time, it's on a testing program in the Morrow sections.
It Goes not appear that the well will be completed in
the Atoca, does it?

That's correct.

Section 26, of that same township, does it not?
That's correct.

So it would appear that the Atoca formation would be,
as well as the Morrow formation, would be highly
erratic in this area, would it not?

Yes, that's a fact, I believe.

I a. somewhat at a loss to understand from your map
why your particular location in Section 13 is such

an optimum location, and why you wouldn't have just as
good a location in Section 23 or Section 24. Can you
explain that?

Yes, I think I can. As I testified earlier, this well

is approximately the same distance and in the same
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14

relationship to the wells to the north. We feel that
it actually will be approximately flat to those wells.

We do indicate a slight build-up on our seismic
in that area, and we have chosen the place which
indicates the highest shot area. Whether or not this
is the build-up, we can't be sure, but that is the
hypothesis we are going on.

The other thing is that it would appear it's in
the same relationship to the back bank as the two wells
to the north.

If YOu shifted your location down into the Mortheast
quarter of Section 23, you could be at the same
structural location as depicted on your plat, could
you not?

That's true, based on a one hundred foot contour. If
you contour this at a fifty-foot interval, it would not
be as high, and we would not have-- it would be
crowding what we consider to bé the back bank area
gsomewhat, and as you can see from the map, we céuld
have slight faulting through there. That'r what we
wo'1ld be contending with if we went Iarther to the wvest,
and that's the reason we are staying farther ocut to

the east. There are enough hazards involved in drilling

expensive wells without picking what we consider a

secondary location.
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It's also closer to the wells to the north than

Seccion 23 would be.

I believe yocu gave a calculated absolute openflow on
the Balco Well of some th.rty-nine million?

Yes, sir.

Is that based on a drill stem test?

No, that's based on the perforated interval as reported

in the newspaper, and from the personnel of Belco.

MR. MORRIS: That's all I have.

* * *® 1 &

CFOSS EXAMINATICN

BY MR. PORTER:

Q

A

Mr. Largent, what price did you assign to the gas?

What price?

Yes.

I believe that was 27.9~- just a moment, I trink I have
it here. Twentf-saven point 219,

what would be the valus ¢cf ths gas under that section,
assuming that there is ten billion cubic feet of gas?
The value of the gas, based on that price, would be
$421,000-~- excuse me, I stand corrected. Pardon me,
the tctal value that we have, based on that price,
wouia be $<,833,300.

MR. PORTER: Does anyone else have any guestions?

e - 3 &




CROSS EXAMINATION

2| BY MR. NUTTER:

3| Q Mr. Largent, we are ‘naking a lot of assumptions here
4 today. You were assuming a while ago that ywu would have
S 640-acre spacing, which is an assumption. So going one
R 6 further, assuming the Commission would approve 640-acre
'gg 7 spacing, and assuminy the Ccumission would approve a
E% 8 location that would be in the Southwest quarter of
EE 9 Section 13, and assuming further that the Southwest
% 10 quarter of Section 13 and the Southwest quarter of
Eé 11 Section 14 and the Northeast guarter of Section 23 and
i% 12 the Northwest quarter of Section 24 were dedicated to
é§ 13 r.he well, that's all Phillips' acreage, is it not?
B 14 a I believe that's correct.

15! o Assuming further that the U.S.G.J. would approve

16 communitization, you would have - well located right in
17 the center of a 640-acre unit, is this correct?
18| a Yes, that's correct.

19| Q Are you in agreement with Mr. Gorence that you would be
20 willing to drill a well anywhere in the South half of

21 the Southwest quarter of Section 13?2

2| a Reluctantly, yes.

23 | : MR. NUTTER: Thank you.
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o _ - »s | the witness?
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MR. KELLAHIN: Yes,

* L ® *

REDIRECT EXAMINATION

BY . KELLAHIN:
Q Mr. Largent, you said that you based your estimate on

twenty-seven and a half cents per thousand, is that

right?
A Yes, sir.
Q Is gas selling at that rate down there now?
A No, it is not. We anticipate getting considerably more,

This was an analysis made in the middle of 1972.

Q This is a wildcat well, is it not?
A Yes, sir.
0 It's more than two miles from the nearest producing well?
A Yes, sir.
Q Jnder those circumstances, is it possible to do more
than just make an estimate of what the reserves are?
A No, it's not.

Q And until you drill the well, you will not know what the
reserves are, or the deliverability, is that correct?

A That's correct.

MR, KELLAHIN: That's all.

MR. PORTER: Right now, without further action by

the 0il Conservation Commission, what would be the highest
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shipment of gas?
THE WITNESS: I am not qualified to answer that,

I'm just not that well up to date on gas prices. I would
anticipate something in the range of thirvs-five cents.

MR, PORTER: I know that the Examiner in the Perméan‘
case recommended prices that high, but I haven't seen any
action taken by the Federal Power Commission, so I assume
it would still be sixteen and a half cents. Are there any
further questions?

(No response)

MR. PORTER: The witness may be excused.

(Witness excused.)

M.X. KELLAHIN: That's all we have, Mr. Porter.

MR. PORTER: Mr. Morris, woulé you call yovr first

witness, please?

MR. MORRIS: If “nhe Cormission please, I will call

- Dr. Lindsay I. Brown.

DR. LINDSAY I. BF.OWN,

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

DIRECT EXAMINATION

ar ) wem MM AT

- YT TR =
24 Tif\e FIALNDANDS

Q Will you state your name and where you reside?
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A

Wwhat is your occupatlion?

I am in the International ilarketing Department of

International Mineral and Cliemical.

Have you appearsd before the Oil Conservation Commission
befo:; -?
No .

Would you briefly outline your education and experience

in marketing?

I have a bachelor's degree in biology, and a master's
degree in agriculture from Virginia Polytech, and a

Ph. degree also in agriculture from Michigan State

| University. My area of experience has been in soil

and fertilizer, and I have been actively engaged in
fertilizer marketing for the last six years.

Does that include marketing in the potassium areas?
Yes, sir.

Are you familiar with langbeinite and sylvite?

Yes, sir.

In your marketing activities with I.M.C., do you‘market
a product which is in fact langbeinite?

Yes, we do.

Showing you what has been marked zs I.M.C. Exhibit One,

PR 2. I SO W T T R R I BC R T S R .
§ Taat 111 racdcoc e proauct upcc;f;cacions on your

[

pure langbeinite?

Yes, it is.
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Do you also have, besides the standard, another
product?
Yes, we make a grade called granular, which varies only

in ovarticles.

What is the significance of the chemical specifications
in langbeinite, as distinguished from other potash
products?

The thing that makss langbeinite unique is the source
of water soluble magnesium for fertilizers. It happens
that magnesium is one of the sixteen elements required
by plants fcr growth, and it happens that langbeinite
is the only domestic source of water scluble magnesium
for fertilizers.

why is langbeinite used?

The need for the product would vary with the part of
the country because there are certain natural magnesium
levels in soil. There is a magnesium requirement all
over the country, and the intensity varies from one

part of the country to another.

To your knowledge then, is the langbeinite <lat is

Leing p’oduced in Southeastern New Mexico the primary

souszce of water solulle magnesiumf

Yes.

Do you have personal knaowledge of how many companies
t,

have access to this particular -produc and who are
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marketing it at the present time?
Yea, there are two.

Can you name tham?

International Mineral and Chemical and Duval Sales
Cerporation.

And both »f their sources are down in Southeastern
New Mexico?

Yes, sir,

I hand you what will be marked, or identified, as

I.M.C. Exhibit Two. Would you tell us if you prepared

this informatica, and if so, the source of the

information, and what the information reveals?

I have participated in the preparation of the information,

Most of it came from an ocutfit called the Potash

Institute of North America, which is essentially an

association of the potash producers in North America.
The figures are documented by tonnage, and the

figures are furnished by member companies.

Does it contain actual figqures as well as projected

figures?

Yes, it does.

I take it that the figures for 1969-°70, 1970-~'71, and

1971-'72 are actual reported tonnage?

~ Yes, that's right.

And the following four yesars are projsctions?
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&)

That's right,

Can you tell us how those projections were arrived at?
Essentially, they are linear projections from historic
usage of the product.

What has been your experience, or your company's
experience, in the growth of the use of the product?
Over the period of the previous ten years, and this
particular chart doesn't go back that far, growth has

averaged nine percent a year,

Do you have any reason to believe chat that growth
will not continue?

No, I do not.
I assume that since you are in marketing, you are

familiar with the current prices being cobtained for

standard and granular langbe

Would you tell the Commission what th2 prices are?

The quoted F.0.B. price of prriessed langbeinite is

seventeen and a half dollars; granular is twenty dollars
and fifty cents,.

Has that price been stable for the past number of ye;rs?
That’c right, with a slight increase, the maximum that

the p.ice board would aliow us over the last year.

MR. MATKINS: Pass the witness.

® = *® *
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1 CRGS3 EXAMINATION

2| BY MR. KELLAHIN:

3| Q Dr. Brown, on your Exhibit Number Two, I take it that

4 "Ind" means industry, total for the entire industry?
x| A Yes, eir,
_ N 6| Q You gave us the price on langbeinite. 1s there a
'Eé 7 different price for potash?
-
EE g8 A Yes, there is. May I qualify your ,uestion?
EE 9 Q You may.
9;: to] A The point is that langbeinite is from a potach source,
Ei 1 but its place in the market is not determined by the
f% 12 potash company, its p? in the market is determined
ég 13 by its magnesium content.

4] Q Are lanjbeinite and sylvite competitive in any sense?

- W] A No, sir.
16| Q In other words, you are telling us they wre different
17 products?

18 A Yes, sir.

19 2 Aren't they used for the same purpose?

2 A They are both used for fertilizer.

209 SIMMS E1.D0G.# P.O, BOX 10929 PHONE 243-6621¢ ALBUQUERQUE, NEW MEXICO 8710~
1216 FIRN3T NATIONAL BANK BLDG. EASTeALBUQUERQUE, NEW MEXICO 87108

21 ] >ould you give me the price of sylvite now?
2 A I can't give you the exact figure. Can I give you
23 an approximate figure?
24 Q If that's all you can give me, yes.
— 25 A The price for sylvite right now is about thirty-five

B
;
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cents per unit of K20, which is the standard way of

pricing potash.
But you don't price langbeirite that way, do you?

No.

Can you give me the price per ton of sylvite of the

type used in the fertilizing product?

It would be sixty times thirty-five cents; twenty-some
dollars.

Actually, it runs a bit higher than langbeinite?

It might at this time, I haven‘t done my arithmetic.
Well, langbeinite is not found in this area alone, is it?
Yes, sir.

Isn't there a percentage of langbeinite ore and a
percentage of sylvite ore in the same area?

This is really out of my area of expertise.

You don't know whether you uine langbeinite and sylvite
in the same mine? _ R
Sayiny the same mine, I can't say correctly. But the |
same area, yes.

Let's say your mine is open in Section 13. Would you
principally mine langbeinite or langbeinite and sylvite?

I Gon't know.

1=
4y

ac ohnave &k
w  AraanrYE

~Aars aosmnt
CLIT winpas

=
-

percentage of syivite and a rather low percentage of
langbeinite, your answer would be yes, vou mine them
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1 both, isn't that correct? )
2 A I can't answer that.
3 MR, KEILLAHIN: That's all I have,
4 MR. MATKINS: I move to introduce I.M.C. Exhibits
€| One and Two. |
N 6 MR. PORTER: Without objection, the exhibits will
E 7| be admitted.
§ 8 (Whereupon I.M.C. Exhibits One and Two respectively
0E6 9! were admitted in evidence.)
g 10 MR. MATRKINS: This witness needs to catch an
E_ 11 | airplane. May he be excused?
>
- E 2 12 MR. PORTER: Are there any other gquestions?
0“3 E«E 13 (No response)
© ok
"’Z Eg 14 MR. PORTER: The witness ray be excused. |
. %l_f‘ 1% MR. MATRINS: I will call Mr. Charles Childers. ]
o 2 °
s w5 * #* * *
DR
30w CHARLES E. CHILDERS, ‘
Eé 18| was called as a witness, and having been already duly sworn, i
g; 19 testified as follows:
g% 20 DIRECT EXAMINATION
E 'g’ 21 | BY MR. MATKINS:
) ;:z‘—‘: 22 Q Wil'. you state your name and where you reside, Mr.
;g 23 Childers?
: ;‘g 24| A Charles Childers, Carlsbad, New Mexico.
i x| Q What is your occupation?
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General Superintendent in charge of mining and

engineering for I.M.C.

and how long have you been employed by I.M.C.?

Ten years.

Have you appeared before the New Mexico 0il Conservation
Commission prior to today?

For an Examiner ‘learing, but not refore the Commission.
Would you give us your education and training background

and experienca?

I graduated from the University of Illino.!s in 1955
with a B.S. degree in mining engineering. I came to
work for Duval Corporation in Carlsbad, New Mexico, and

worked there for seven years. I worked for about one

year for Southwesterrn Potash, and then went to work
for I.M.C. on February lst; 1963.

what positions and jobs have you held with I.M.C.?

T came with them as an Assistant Production Engineer; .

I was General Mine Foreman; Acting Mining Production

Superintendent; Mine Mantenance Superintendent;

Chief Mining Engineer; and Generai Superintendent in
charge of engineering and maintenance.

So you have worked both underground and above the ground
in tne o

Yes, sir.

Briefly describe what operations I.M.C. are in in Eddy
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A

County, New Mexico.
I.M.C. has nulti-level potash ore being mined on three

different levels. We mine sylvice and langbeinite ores
primarily. We produce muriate «f potash, langbeinite,
which is known as sulpha-mag at I.M.C., and sulpha of
potash.

How long has I.M.C. been producing?

Since 1940. At the present time, we have some 450
employees and an annual payroll of something over

five million dollars.

I assume that the continuation of your operations
depends on how nuch ore reserve the company has?

Yes, sir.

Mr. Childers, have you prepared an exhibit in colored
form showing I.M.C. leases in the vicinity of Section 13,
and the Thillips' leases?

Yes, I have.

This will be marked as I.M.C. Exhibit Three. Was this
exhibit prepared under your direction and supervision?
Yes, it was.

And I believe that probably can be read in connection
with Phillips' Exhibit One as far as the relationship
to che section is concerned?

Yes, I believe it is the same scale,

Now, the code is on the exhibit, but would you briefly
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explain to the Commission what you have done here?

A Yes, sir. The general area around the proposed well

location, I have colored with the color blue. The

I.M.C. leases are cross-hatched with red. The Phillips'
leages, oil and gas leases in the same area, are shown,
and the outlines of the P '111-A area is in yellow.

MR. MATKINS: I nove for the introduction of

Exhibit Three.
MR. KELLAHIN: 1I{ the Commission please, we have

no objection to the admission of the exhibit, other than the

right to correct it insofar as the Phillips' leases are
incorrect.
MR. PORTER: Why don't we wait until the witness
has been cross exanined?
MR, MATKINS: Yes, sir.
Q (By Mr. Matkins) Now, Mx. Childers, what type of ore
exists in the areas of Sections 13, i4, 15, 24, 18,
and 257
A You are covering quite a bit of territory. We have
langbeinite ore and on the outskirts of the area, we
have some mixed ore, as we refer to it.
Q Mr. Kellahin was inquiring earlier as to whether I.M.C.
at the present time was mining mixed ore.

A Yes, they do.

Q You have a process by which you break down the sylvite
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from the langbeinite, do you not?
Yes, we do,.

In your judgment, is the value of this ore deposit

T ——— s —— T — L —_— — e T

principallgﬂ%ﬁggﬁ@}gitgﬂnggggggégiiiy sylvite?

e e ———— JR—

Principally langbeinite.

e e -

Have you, Mr. Childers, in your capacity with I.M.C.,
made some evaluations of the ore body in question here,
utilizing accepted methods by which such ore bodies

are evaluated and delineated?

Yes, sir.

Have you used more than one method?

Yes, sir.

what methods have you used?

Well, from the beginning, using a rough method of taking
the holes in the general area and averaging those holes,
just arithmetically, to using the polygon method, which
is an accepted method of geologic evaluation of this
type of ore. We went from that to a method known as
the X20 foot method, where you take into consideration

" not only the value of the ore as far as the percent of

K20 is concerned, but also the thickness of the bed.

Is the last method soincetines referred to as the contour

Now, have you prepared exhibits demonstrating the
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polygon method first of all?
Yes, sar.
Do you have those here?
Yes, sir.
I will hand you what has been marked as I.M.C. Exhibit
Four, and ask you which method that-- first of all,
T will ask you whether that was prepared under your
direction and supervision.
Yes, it was.
And now I will ask you which method that particular
diagram demonstrates.
It's the volygon method.
Would you explain to the Commission how the polygon
method is used?
Yes, sir. You begin by selecting two core well
locations, and draw a line between %the two, and
intersect that line half-way between the two, and that
becomes a polygon side. Using each of the core holes,
you do the same thing drawing a line betwesr each core
hole and intersecting that line with a line
perpendicular to it half-way between the two holes to
form anothker side of your polygon.

As vou work around the hole, you form a polygon

around the core hole, which c¢ives the area of influence

you can give to that particular core.
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Is the proposed location of the Phillips well indicated
on the map?
Yes, it is. There is a small circle, which is the

proposed location. It is surrounded by a larger circle
with a radius line indicating a 1,400-foot radius.

Do you have core test information on that exhibit?

Yes, sir.

Can you explain tc the Commission the meaning of those
symbols by the cores?

‘7es, sir. If you will look in Section 13 on the west
side, you see the numbexr 370. That is an I.M.C. core
hole number. The circle indicates the location of

that hole, and the numbers immediately below the circle
indicate, first, the bed thickness, and second, the
percentage of K20 as langbeinite.

Below that figure is the percent of K2Q as
sylvite. So in that example, core hole 370 would read
8.4 feat =f 11.2 percent K20 as langbeinite, and 0.2
percent K20 as sylvite.

And the same information folluws for each hole?
Yes.
Now, you have tecicified that you set up your polygon

half-way beliween thne various core

)
b
fde

by drawing
tests, 1s that correct?

Yes, sir.
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what data or information did you use from that point

in evaluating the ore body?

As you put down the perimeter of your polygon by
drawing these normal lines to the lines in between the
core holes, then the area that is includea inside the
perimeter of that polygon is given the influence of
that hole, so you calculate the reserve information

of that area, using that information.

Now, have you calculated these figures in these various
polygons, and can you give us that information as to
what your calculations are?

Yes, sir. 1In Section 13, we have evaluated Section 13,
using the polygon method, and it is calculated to be
19,116,880 tons of ore.

That is in the entire section?

Yes, sir.

How do you arrive at that figure? Is that the average

of the polygons that exist within the section?

Yes, sir. There were four polygons involved.

What do you mean by tons of ore?

Those are tons of mineable economic ore that are lying

in the ground under Section 13.

Am I correct in saying that whether you have sylvite
or you have langbeinite, they are in salt, are they not?

Yes, sir.
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Q And you must refine it out of that? —]

A Yes, sir.

Then in order to determine the amount of langbeinite,
for example, in that tonnage, how do you proceed?

A By using ihe percent of langbeinite that is in each
one of these core holes. That volume in that polygon
is applied to the value of the langbeinite that is in
that ore. For example, in the polygon for 370, which
we have discussed, the ore grade K20 langbeinite is
11.3 percent. So our product grade is twenty-two

percent K20 as langbeinite. So that's just roughly

over fifty percent of the ore in that polygen is
langbeinite ore.
MR, PORTER: Does that conclude your answer to
that gquestion?
THE WITNESS: Yes.
MR. PORTER: I think we will take a recess for

lunch at this time. The Legislature is in session, and

places to eat are at a premium, so we will take a break at
this time and come back at one a'clock.

(Whereuvpor a luncheon recess was taken.)

AFTERNOON SESSION

MR. PORTER: The hearing will come to order, please.
Ask the witness to please take the stand and resume his
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testimony.
(Whereupon Charles E. Childers resumed the stand,

and testified as follows:)

Q (By Mr. Matkins) You have demonstrated the polygon
method, and you have mentioned also a contour method,
which is in common nse.

A Yes, sir.

Q Have you prepared an exhibit demonstrating the contour
methsd?

A Yes, sir,

G Do you have that with you?

A Yes, sir.

MR. MATKINS: Can we identify this as I.M.C.

Exhibit Five, please?

Q (By Mr. Matkins) Mr. Childers, the exhibit that you have
just distributed has been identified as I.M.C. Exhibit
Five. I wish you would explain toc the Commission what
the markings on that exhibit mean in terms of
identifying the ore body. Did you prepare this exhibit?

A It was prepared under my direction.

Q All right, sir.

A This is a method used to evaluate a body of ore in

which you take inﬁo consideration the two most important

features of that ore body. One of them is the percent
of mineral, and the other is the bed thickness. So
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1 you multiply the thickness of the bed by the K20

2 percentage, and in this case, this is a K20 foot

3 contour with the K20 as langbeinite.

4 So using the same hcle, hole 370, where we see

5 8.4 feat of 11.3 K20 as langbeinite, you multiply the
6 8.4 by the 11.3 and come up with K20 feet. Each core
y hole is done the same way, and the contour map is

8 plotted using that information.

9 Q What do the numbers on the contour map, that you placed
10 on the contours, what do they represent?

1 A The contour line number, let's pick the one here by

dearnley, meier & mc cormick

) 2 12 anumber 370, right above it, we see the contour that

gg 13 has a value of 90. This means that the depth thickness
; gé 14 of the ore bed times the K20 as langbeinite in that

@

;% 15 bed will result in a figure of 90.

3z

%% 16 You multiply those two figures.

Su

%3 17 Q In using this contour method, can you likewise make

%é 18 a projection as to the ore content under Section 13

%; 19 as you did uncder the polygon method?

éé 20 A Yes, you can.

é; 21 Q Did you make such & computation using this method?

§§ 2| A. No, sir,

o -

gg 23 Q What then is the significance of this contour map?

55 24| B It just shows the value of the ore that is in Section 13.

) ’ It shows what we would 2xpect to reach. Obviously,
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i{f it is thicker ore and has a higher grade value,
it is going to be of higher quality, and of more

importance to us when we mine it.

Por example, with the number 100 along that contour,
we would expect ten feet of ten percent K20, or the
equivalent. if you had five percent of twenty percent
K20, it would result in the same thing. The higher
the number, the more valuable the ore.

You can make a roucgh estimate of any area you
would like tc pick by just multiplying the area times
the area of influence.

Does the method delineate “he possible boundaries of
commercial ore?

Yes, sir. You get a !'etter feel for what vou might
expect in this method beiween the two ho;es than you
would in the polvgon method. The polygon method
assumes one area of influence around that particular
hole to have the same value.

When you go from one polygon to the next, when
you move from one line over into another polygon, you
may be moving to something vexy much richer, or
something very much poorer in .alue.

As a mining enginsex, 40 you have an Opiaidn as Lo
wbich of these coantours define the possible limits of

commercial ore?
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The value set by the United States Geological Survey

for non-potash areas for langbeinite values is four
feet of four percent K22 as langbeinite. Using those
values, four times four is sixteen, so the contour
line would indicate where the cut-off would be.

For that reason, a value of sixteen was placed
on the contour line on this map.
Would you please tell the Commission what is meant
in the potash industry by first miuniang and second mining?
Yes, sir. When you mir‘ a bedded deposit, it is
obvious that you canrot go in and take one hundred
percent of that bed out in first mining. You go through
and mine what you can safely mine and recover, leaving
enough of the ore to support the overlying strate.

When you second mine, you are making the decision
that the area will n¢t be-- you will not go back into

it. In the room and pillar method of sscond mining,

1406
1474
you go in and rock the pillars and--
Lot
What is meant by rock the pillars?

po
To rock the pillars means to mine the ore that was left

in the pillar room. The rocms indicate the area that

you have mined out, and in mining terms, it is more

commonly <alied a drift. 1In the pillar method, for
example, in our mines, all drifts run north aud south,

and the rooms run east and west, and are called
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breakthroughs. The area we leave to support the

back is called the pillar. When you second mine, you
go back into an area and you mine the ore that is in
that piilar and remove as much of that pillar as your
mining plan calls for,

What are the sizes of your rooms as you first mine?
In our mines, we have a standard of twenty-eight feet.
Now, this is not standard for all room and pillar
mining, but in our mines, we follow the twenty-eight
foot rule.

What size pillars are left after first mining?

This depends also on the awvount of ore that you pilan
to extract on first mining.

what do you commonly extract on first mining, percentage-~

wise?

Herxre again, i! depends on the bed depth, and whether or
not you are mining in an ore bed that happens to lian

above the one you are mining right now. 1In this area

down here (indicating), at this depth, we would plan

on fifty percent extraction on first mining.

/‘—\\.__.
When you say this area, are you talking about Section 13,
the area in controversy here?
Yes, sir.

And if you did second mine in this area, how much

additional ore would you expect to recover?
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Forty percent additional ore for a total ~f ninety

percent extraction.

Have you actually, in your duties as minirg engineer,

or while you have worked with I.M.C., have you actually

engaged or been present during the second mining
withdrawal of pit pillars?
ves, sir, not only at I.M.C., but with Southwest Potash

and Duval.
Let me 18k you this at this stage. In using these

various methods, what is the significance to your in

your experience of a dry lole or a hole that shows
almost no commercial langoeinite or sylvite?

You will have to qualify that. Of course, by taking
a look at the information in your surrounding core
holes, generally we can say that a barren hole cannot
be reiied upon -0 be barren.

If a bed has had other ore deposits with the
langbeinite or sylvite, for example, then they will
replace the langbeinite so you may find a place where
the langbeinite or sylvite you see in the area-- there
may be a smaller area where it didn't occur, and these
are called salt horses. They may be large cr small
so that you can hit one of these salt horses with a

core test which would indicate just from that that

there is no ore there, However, if there are good
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holes around it, it hecomes suspicious, and you may
or may nhot have ore there.

If there is a core well hole that shows to have
potash, sylvite, or langbeinite, then you can be
pretty well assured t:at it is there.

As far as we know, there are no such things as
ore horsges.

During your actual mining development, do you mine
through areas containing these so-called salt horses?
Yes, sir.

Have you, on several occasions?

Yes.

Have you ever mined through an area that actually
contains a blank hole, and yet you mine through the
entire area?

Yes.

Now, when you ars ronducting second mining, you, of
course, are withdrawing the suppor. strength of the

roof of the mine, are you not?

Ye=2, sir.

And somsthing occurs in that process which is caliled
subsidence, is that correct?

Yes, seir.

Mr. Childers, we have distributed what has been marked

as I.M.C. Exhibit Six for identification. I ask you




race 84

1 if that is a drawing prepared under your direction and
2 supervision.

3] A Yes, it is.

4| Q Is it drawn to scale?

B 5| A No, sir.
6| Q Is there a reason why it is not drawn to scale?
Tl A Because it is a diagramatic drawing showing only a
8 general section. It is not meant to show the geology
9 of the area specifically, but just in general.

10/ Q In addition, you wouldn't have a large enough piece
11 of paper to put in 1,400 feet, would you?
12 A The bed would appear rather small.

i3 Q On the left-hand corner, the left-hand portion, you

dearnley, meier & mc comick
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14 have indicated an area which would be classified as

15 hzving been first mined, is that corrent?

16 A Yes, these are supposed to be drawings of pillars

17 starting from the left.

18 Q And then you have smaller pillars, is that an indication

19 of second mining™

20 A Yes. You can see the size of the first two pillars,

1216 FIRST NATIONAL BANK BLDG., EASTeALBUQUERQUE, NEW MEXICO 87108

21 and you can see the size of what would be the third
e 22 pillar, and that has been mined through and left as

~a twrn amnll sdishe Av Fandawes Amemmm AL v commmen  csmenee

25 A e e — - -~ -~ e e W ® \‘vrﬂlu&‘&’ “y\l&l 1\4“

24 terminology.

s Q Then on past those smaller pillars, you have shown a
- 2

-\vw?
‘
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collapsing of the mine area, is that corxrect? To the
right of the drawing?

veg, sir. The drawing indicates pillars that have been
crushed by the weight of the overlying rock.

And is this what j5s referred to as convergence?

Yes, underground.

Subsidence is on the top and convergence is down below?
Yes, sir.

Roughly, what type of material lies immediately above

your ore bodies?

Salt, with some stringers of polyhalite and hydride.

Then what is on above the salt and the othex two?
Limestone and dclomite and shales.

on this drawing, you have indicated a forty-~five degree
angle from a vertical position. What is the

~

gsignificance of that?

That line is drawn in to show the subsidence angle,
which is the angle that the subsidence will take. 1In
other words, if you pull pillars up to th~ point as

shown here in this diagramatic drawing, subsidence will

then occur at an angle of forty-five degrees to the
surface.

. i R
Have von actually cohsarved SORVCIGENSSs in RaLsSs

Yes, I have.
MR. MATKINS: If the Commission please, we want

"‘““”‘“‘“““‘“““““‘“““‘““‘““‘*““——“***—~—“4—————————————————————————————————————____________---x----.-‘
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to put this exhibit in now, as it wiili we used by a later

2| witness. We want to put it in now because Mr. Childers

3| has prepared it.

4| Q (By Mr. Matkins) Mr. Childers, do you have in your
[3 possession some photographs taken at I1.M.C., evidencing
6 convergence and subsidence in your mine?

7 A Yes, 1 do.

- 8 Q Do you want tiis whole group? Maybe you can select a
9 few of them and tell us what they demonstrate. Mr.
10 Childers, I show you a picture identified as I.HM.C.
11 Exhibit Seven, and if you would tell the Commission
12 what that picture demonstrates?

dearnley, meier & mc cormick

13 A This is a pillar that has been left in the mine. As

gg 14 you can see, the pillar did go from here on over to
i% 15 the original dimensions which would take us cutside
%g 16 ' of the picture. This pillar is being robbed, and you
y gg 17 can see we have excavated some 2f the ore as we were
_ %E 18 driving through the pillar.
;: gg 19 This pillar has been crushed from the weight
;- ég 20 above it, and you can see it's beginning to fail along
S =z
’ ! §§ 21 these shearing iines. These things normally would
P 65
e EE 22 assume the position of a sort of hour glass as the
8+
= gg 23 pillar is crushed from the weight of the rock comihg
X i
gﬁ 24 down on it.

25 | R Showing you what has been identified as I.M.C. Exhibit




o~y

ick

y, meier & mc corm

dearnle

209 SIMMS BLDG.e P.O., BOX 1002« PHONE 243-66912 ALBUQUERQUE, NEW MEXICO 87103

12716 FIRST NATIONAL BANK BLDG. EASTSeALBUQUERQUE, NEW MEXICO 87108

10

11

13

14

15

16

17

18

19

PAGE 87

@]

Eight, I ask you to tell us what that picture
demonstrates.

This is the floor here, and it shows the forces at
work that are being transmitted through the pillars
into the floor area, causing the upheaval of the floor.
Is there anything further significant about that
photograph?

No, sir.

And picture number nine. Would you tell us what that

shows?

This picture illustrates the forces moving in what is
referred to as convergence. A while ago, these timber
posts that were located in the mine-- thase were not
there to support the back, they were there for some
other reason, but as the back and the flcor have

converged, begin to converge, they ..ave broken out

these timbers.

Some mines, a lot of mines, use timber for roof
suppcert, and this picture only illustrates the fact
that no amount of timber we could put in here, no
reasonable amount, is going to support the weight of

the overlying strata.

vy

Going back to Bxhibits Four and Five, on each exiizbic,

you have indicated the location of the proposed
Phillips well, have you not?
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Yes, sir.

And on Exhibit Fowr, you indicated an additional circle

having a 1,400 foot radius from the hole, which I
believe is also shown on Exhibit Five.

Yes, sir.

You have two circles, but in each case, I assume, the
circles are egual in size.

Yes.

You have indicated on Exhipit Four a 1,400 foot radius

to the outer ciccle, would you tell the Coummission

the significance of that radius and why it is there?

Yes, sir. That is the circle radiating from tae

proposed location of the Phillips well. If we follow,

. ; .
which we would have to do, tne forty-five degree

0

subsidence angle, we would not be able to pull pillars
within that circle for fear of causing failure of

the well.

In other words, within that entire circle, your second
mining would be precluded?

Yes, sir.

How is the 1,400 feet arrived at?

The Jdepth of the bed in this area is 1,400 feet
approximateiy.

and so within that area, you lose approximately forty

percent of your orer
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Yes, sir.

You heard thke teztimony earlier, did you not, Mr.
Cchilders, particularly in questioning, I believe, by
Mr. Morris,relating to suspended leases?

Yes, sir.

Have you made an investigation into lease suspensions
in this immediate area?

Yes, sir.

Did y»u prepare what has now been marked as Exhibit Ten?
Yes, sir.

And was it prepared under your supervision?

Yes, it was.

Where did you obtain the information relative to this
exhibit that was put om the exhibit?

The information on Federal leases that have been
suspended was received from the U.S.G.S. office in
Artesia. The information on State leases suspended
was received from Mr. Ray Graham.

You have indicated those areas that have been suspended
by shading them in, is that :orrect?

Yes, sir.

Are any of those shaded areas in the vicinity of
fection 13 and the other leases in connection with the

langbeinite body?

Yes, six.

e
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1/ o Would you indicate which those are?
- 2| A Unfortunately, this map does not have section numbers
- 3 on it, but you can follow the road map. You can follow

4 State Road 126, and as we follow that road along, we
- s see the turn-off going north up to the Duval shaft,
. 6 and there is a cross-hatched area around there.

y The section right here is Section 3, and the one
- 8 to the left of it is Section 4, and the one south of

9 Section 4 is Section 9. These are all in Township 23,

10 Range 30.

11 Q Is the Duval Mine not adiacent to the ore pody in which

12 Section 13 is locar2d?

dearnley, meier & mc cormick
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13| A Yes, it is.
14 Q Mr. childers, can you tell us whether the products
15 known as sylvite and langbeinite have the same physical

16 characteristics insofar as support strength is concerned?

17 A You are talking about the mineral sylvite and the

18 mineral langbeinite?
19 Q Yes, sir.

3 20 A Sylvite has greater strength, langbeinite is comewhat
21 weaker and is much more brittle.

22 Q What activities, if any, are in progress at I.M.C.

1216 FIRST NATIONAL BANK BLDG. EASTeALBUQUERQUE, NEW MEXICO 87108

23 with relation to the production of langbeinite?
24| A Well, as you noted from Mr. Brown's projections, the
25 langbeinite, or our product sulpha-mag, made from

??Y?Tﬁu-
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langbeinite, has very good growth potential.

At the present time, we are in the process of

building a system which will enable us to handle more
langbeinite, and the value of the capital invested in
the project is $800,000. It is due to be completed
April 1lst.

The present growth of this market indicates that

three years from now, we will be at capacity again,

and we will have to make another capital investment
in order to prccess the amount of langbeinite that it
is projected we are going to need.

You have heard testimony tiiat we are now producing

langbeinite. Do you have any-- does the company have

\
¥
)
]
(424
T
tlg

»"
-

X
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required to be mining this ore in order to meet market
requirements?

2t this time, our plans are not definite as to the

exact time that we will move into this area. This area
is part of a package that contains rearly half of cur
total ore reserves, and we definitely plan to mine
Section 13, which is the heart of this ore body.

We cannot say exactly at what date we will be
mining, but our plans indicate that wé will ha?e to

be in there before a fifteen-year period is up. We

think we probably are going tc be in there within
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ten ‘sears, and there is a good possibility that we

wil] be there within five years.
There are two methods by which you can get in’o that
area, are there not?

Yes.

Would you explain that to the Commission?

Yes, sir. We can develop from our present mine down
toward these ore reserves and process the ore through
our present mine and hoist the ore through our present
shaft, or we could choosc to sink a new shaft and have

a separate mine just to handie the high c¢rade

langbeinite ore in this area.

Has the decision been made at this time as te¢ the
method which will be employed?

No, it has not.

But you do consider this particular deposit to be
really the life blood of your continued mining in the
basin, do you not?

Yes, sir.

Mr. Childers, has there ever been,to your knowledge,
any experience with gas in the I.M.C. Mine?

No, sir, there has not-- if by gas, you mean methane?
Yes, si..

No, sir.

Is I.M.C. equipped presently to work that mine, if it
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1 contained a methane gas?
2) A No, sir.
3. Q Would you tell the Commission what changes would be
4 required if methane were discovered in your mine?
gl 2 Yes, sir. The basic difference between a mine that
¢ 6 is classified a gaseous mine containing methane, as
'Eé 7 all of the coal mines are now considered in the United
Eg 8 States, is in your equipment and in your ventilation
£ .
od 9 requirements.
% 10 For example, all equipment must be what is
. a Ei 11 considered by the Bureau of Mines to be permissible,
- é% o 12 permissible meaning that it is permissible to be used
ég gé 13 in a nmine that has gas.
- gg 14 Tt is much more expensive and much more difficult
W
. ;% 18 to keep up. The reasoning is that you have to be
§§ 16 able to have the utmost confidence in your equipnent
S G
gg 17 that you are not going to have a spark or a flare that
s gé 18 might ignite the gas. So our equipment is non-
b %; 19 permissibie. When you buy equipment, you have to
Zi %% 20 specify if you want it to be permissible. All our
" - ég 21 distribution equipment would have to be permissible,
e é% 22 and our equipment is not. And your ventilation
i; éi 23 requirements are more rigid.
22 24 Q Are you saying then that as far as your mining equipment
" 25 is concerned that you would have to completely
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re-equip?

Yes, sir.

Do you have any notion of what this might cost?

In preparation for that question, I asked our mining
superintendent,who made the rough estimate of three

to four million dollars, in trying to get the egquipment
that we have nov brought up to some sort of standard.
You have previously testitied based upon your various
methods of identifying this ore body and the amount

of core present, have you prepared reserve calculations
in that areca, and also a calculation of the value of
the ore that might be lost as a result of this well?

I wonder if you would ask me that question again?

You made calcuiations of ore reserves, and also the
amount that would be lost by the forty percent--
In Section 13?2

Yes.

And the area influenced by the proposed location?

Yes.

Yes, sir.

Al: right. Did you make the calculations contained in
Exhibit Eleven that is now being distributed?

They were made under my direction, yes.

Would you tell the Commission what you believe to be

the s.gnificant data as a result of your calculations
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as they appear on that exhibit?
If you refer back to our map showing the polygon

method, you can gee the various areas of the section,
and of the circle around the proposed location.

These calculations take that part of each polygon
which is included in the two areas. For example, when
you look at Section 13, ycu will see the area arcund
number 369 having an area of 8,580,000 square feet,
with‘a bed thickness of 11.8 percent, with K20 as
langbeinite at 9.0 percent.

The sylvite is 4.8 percent K20. The tons of ore
in the polygon would be 7,499,550 with product tons

of 3,089,000 of langbeinite, with product tons of

Now, this is done for each segment of the polygon
in Section 13, and the totals are listed. The same
things were done for the area in the 1,400 foot radius
circle around the propossed location.

You heard the testimony of Dr. Brown this morning,
did you not?

Yes, sir.

Relative to market prices on langbeinite?

Yes, sir,

And did you. independent of that information, calculate

the value as to the loss of ore in the 1,400 foot
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radius area if you don't have second mining?

Yes, I have the calculations where we used an average

figura, which is not included in the polygon method.
If you prefer to discuss that, we can, or if you would
like to use the information which is calculated using

the polygon method, we can use that.

I would like for you to give us your calculations.

This calculation was made some time ago, and we just
rounded off the area and said we will use a bed thickness
of eight feet and percent K20 of 9.4--

Just a moment. Let's identify this as Exhibit Twelve.
Now, you have the tonnage and the calculation as to

the value of the tonnage here. Would you explain to

the Commission how you calculated the value of lost
tonnage?
Yes, sir.

The second heading says “one hundred fifty foot radius

. circle". This is the circle which would have to be

left around the hole, arcund the well, without any
mining. |

So this calculates the tonnage of ore that would
be in that circle.

The next section shows the 1,400 foot radius

circle, and it shows the area and volume, assuming

the eight-foot thick bed, and then the tons of ore.
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The tons that would be lost, since we are going to
use forty percent of the large circle, that forty
percent of the small circle will be included in that,

snd then we would also lose f£ifty percent of the small

circle,for a total of ninety percent of the small circle.

We consider ninety percent the amount we can
recover, ten percent is a loss at any rate. So within
that circle, we will lose an additional fifty percent.

In the large radius circle; we are going to lose
forty percent. We multiply that by a factor of .85,
taking into consideratiovn that recovery is nct one
hundred percent. We figure the ore grade over the
product grade, and in this case, we usé 9.4, and the
product gxade is 22.C.

Carrying that out, we are going to lose 537,694
tons, and for this calculation, the average figure
of $18.50 per ton was used, and total amount would be
$9,947,339.

Mr. Childers, have you ever had an explosion, other
than dynamiting, in your mine?

No, sir.

And in spite of whatsver new equipment that you might
acquire, it is fairly common knowledge among miners

that the presence of methane does create the hazard

of explosion, does it not?
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Yes, sir.

MR. MATKINS: I think that's all I have for now.

MR, PORTER: You may cross examine, Mr. Kellahin.

® L] * *

CROSS EXAMINATION

Q

Mr. Childers, on your Exhibit Number Four, the polygon
method of computing reserves, actually the only
information you are using on that is information from

the various cores shown on the exhlbit, is that correct?

Pardon me?

The only information you have to prepare that exhibit
is from the cores, isn't that correct?

Yes, sir.

You have no other information-- how many cores did
you have?

Would vou like for me to count them?

If you need to.

In the entire map, Mr. Kellahin, or just in Section 13?7
How many in Section 132

tne hole.

And how many on the entire map?

Nine.
That's the same number of core holes that you had

available to you when you testified before the
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Commission or one of its examiners on July 23rd, 1969,
isn't it?
Yes, sir.
And you prepared an Exhibit Humber Seven, which listed

all those core holes, is that correct? Do you recall
that exhibit?

Yes, sir.

Have you assigned the same values to those core holes
today that you assigned to them when you testified in
19692

I would have to check. I think there was one hole,
371, that we used a different value. Without having
that exhibit in front of me, there is no way I can check
it.

jere it is.

With the exception of two holes, they are all the same.
What two holes are they?

Hoie number 369, which is in the middle of the section

on the west side of Section 18 on this exhibit that you
have from 1969, we show 11.3 feet, and the langbeinite
grade was 9.2 on this exhibit that we have presented
today. Bed thiékness is 11.8, and the langybeinite is

9.0 for hole number 371. This exhibit showed a

thickness of 4.3, with 7.7 of langbeinite, and a sylvite -

arade of 2.1. We have shown on the exhibit presented
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today 7.3 of 6.3 percent langbeinite and 5.4 percent
as sylvite. The other holes that we have used are the
same,

So on the 371 core, you have increased the thickness
and increased both the langbeinite and sylvite percentages
Ho, sir.

Am I wrong?

Yes, sir.

What did you do to it, then? I must have misunderstoocd
you.

We increased the bea thickness and decreased the
percentage of langbeinite and increased the percentage

of sylvite.

Thanl Noaw . voan had an
—anx Yo naa or

. - Lt
you, Now, u ther core on there on

which you gave information, the D-5-A core. But on your
Exhibit M¥mber Four, you &id not use that firure.
Yes, sir, there is a little circ}e on the map which

would indicate the location of that hole, but it was

not used in making these calculations.

But in your exhibit presented in 1969, you showed an
8.4 foot thickness-- I'm sorry, 5.9 foot thickness,

with twelve percent sylvite and 2.9 percent langbeinite.
Would you agree to that?

Yes, sir.

Had those figures been used, it would have -materially

? I
l
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changed the figures given in your polygon, would it not?
It would have changed the figure, yes.

Now, in connection with that same well, did you not
testify in response to a question in the 1969 hearing
thet there could be considerable variation across
Section 13?7

What was the question?

pid you not testify that there could be considerable
variation in ore crntent across Section 13?

I don't know for sure. Have you got a transcript?

Yes, sir, I do. Reading from page 48 of the transcript
in Case Number 4175, heard on July 23rd, 1969, do you
recall that you were asked this question: "There could
be quite a bit of variation acreosa that area, could
there not?" Answer: "Across this area?" Question:

"The area you propose to include in the potash zcne.
For example, I call your attention to the cores drilied,
I don't have the number of the cores, but the ones

in Section 11 and Section 13." You had two cores, as

I understand your testimony, your number 370 and your
D-5-A, one of which, according to your testimony, would
be commercial, and one which would not. Answer:"This

is partially correct and partially incorrect. There

are two holes, but they are both commercial." Was

that your testimony then?

T
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Part of it.

I don't want to read all of it. You used the same
figures, of course, in making your reserve calculations
in this area, did you not, just the information from
the core holes, both on your polvgon computations and
on your contour mcthod computations?

Was the question I used the same information, or did

I uss the same core hcles?

You used the information from the cores?

Yes, sir.

You had no other information available to you, did you?
No, sir.

You had not taken any cores since 19697

NO, sir.

Now, is it common practice, Mr. Childers, before you
mine, to drill core samples on a much more dense basis
than you have done here?

Would you give me a definitiorn for "common", s8ir?
Let's word it this w

to go in and dig a shaft or extend their existing

shaft to this area in Section 12 on the basis of two

cores?

Is the questior would we be willing to do it on the

basis of two cores, or would we be willing to do it
on the basis of the information we have?
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wWell, let's put it both ways. You say you have two

cores in Section 13-- you have one core in Section 13.
We have one, yes.

You are not using the other one?

We have one cbre inside Section 13, and we have two
cores right adjacent to Section 13.

Would you mine on the basis of that information?

Tf wa had no other information exiepl that?

Yes, sir.

I would say we would want another hole or two.

On the basis of the eight core bnles, still disregarding

the one core hole which you seem to just want to

disregard, would you mine or dig a shaft or extend your

existing shaft on the basis of that information?

Yes, sir.

You would?

Yes.
On your Extibit Number Five, I don’t quite understand

your cut-off. Are you using the U.S5.G.S. cut-ofif?
The four feet times four percent K20, the product of
those numbers being sixteen. The sixteen line is shown

on there, and you can get whatever infcrmation you

would like from it.

Actually, the thickness of the ore body has a great

deal to do with it, regardless of value, does it not?
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1 Would you mine one foot if it were a high enough value?
2| A You mean if it were twenty-two percent?

3] Q Yes, would you mine one foot of it?

4| A Yes, we probably would take a lot of overbreak, but we
[ would take it.

6| Q But in general. wouldn't you say that the actual thicknes#

7 of the ore is a governing factor in the value of the ore?

. -1
ACDB,; DLl

-1}
1

9| Q Now, getting to this ore value which you have given on

10 this 1,400 foot radius. Do you recall giving testimony
- 11 in the 1969 hearing of Case 4175 that the ore value
i 12 in the 6,800 acres you proposed be included under Order
13 R-111-A was $25C,000,000?

dearniey, meier & mc cor:nick
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14| A i remember that figure.

15] Q Do you agree with it now?

16| A I agree that it was used, I'm not sure it was used in
17 exactly the way you are saying.

18 Q If you have a different version, 1 would be interested

1216 FIRST NATIONAL BANK BLDG. EASTOALBUQUERQUE, NEW MEXICO 87108

19 in hearing it.

20 A There was a value, I don't remember exactly what was
21 said leading up to that, but I do remember a figure.

2| Q You will agree that you had no different information

23 then than you have now?

24 A Yes.

_ 25 Q And would you agree if that was your testimony which
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1 is set out in page thirty-two of the transcript that
) 2 $250, 000,000 would figure out to $37,700 per acre. If
3 that was a correct calculation, would you accept it?

4| A If it's correct, I will ac~ept it.
s| Q On that basis, then, what figures have you used to
6 determine you are going to lose $9%,000,000?

7! A Whatever the exhibit was that was marked, those

] calculations.
9| Q How many acres gross are you going to leave around that
10 well if it is drilled?

11| A Forty percent of the acres that are involved in the

12 1,400 foot radius.

i3] Q And you 2re using an eight-foot ore thickness, is that

dearnley, meier & me cormick
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14 right?
15| A Are you talking about acres?
16| Q Acre feet.

17| A You have to multiply that by eight.

18| Q I understood you to testify a moment ago that you are

19 in the prccess of building a system at a cost of
20 $800,000, the purpose of which is to enable you to
21 process both langbeinite and sylvite.

21 A No, sir.

23| Q What did you say then?

IT16 FIRST NATIONAL BANK BLOG, EASTeALBUQUERGQUE, NEW MEXICO 87108

24! A It's a system that will handle only langbeinite ore,
the sylvite values would be lost.

2%
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1 g So if you are utilizing this system and you are

2 mining in the area, wouldn't you lose all of the value
3 of the sylvite ore?

4] A Yes, sir.

5| Q So on your gross figure on this $9,000,000, were you

2| a The Lang-leach process is in addition to the plant we

23 already have. Any high grade langbeinite ore, if there

24 is a low sylvite value, would be put through the

v 6 calculating both langbeinite and sylvite?
L
= 7| A No, sir.
S
:3 5| @ You are just talking about langbeinite?
E
- od 9( a Yes.
Tae
;12; 10} Q No sylvite values whatever?
' E% 11{ A No, sir.
&
< = - 12| Q Didn't you not testify in 1969 that you had a new
_— 2
@ s,
{g 92 13 system that would enable you to refine both products
- X
I 14 at the same time without losing e:lther?
W w
zz
is 18| A Yes, sir.
o2
X«
52 16| Q But you are not utilizing that aystem?
2
@ D
<3 17| A Yes.
- 4
R
i, 181 Q But you don't propose to use it here?
§§ 197 a don't think that can be answered with a yss or uno,
Lo
gz Mi. Kellahin.
x @O
35 21| Q Are your present plans to use it if you mine Section 13?2
S0
ez
o Fr
22
$e
3z

Lang-leach system.

i
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What do you call low sylvite value?
Zero point one, 0.2.

I£ you have ¢.4 feet with 4.8 percent sylvite, as was

shown in your core in number 384, would that he a 1ow
sylvite value?

"Low" is a difficult texm.

It's not as low as what you said was low a moment ago.
It's not as low as 0.1, no.

Would you call 5.9 feet at 12 percent sylvite low?
No, sir.

But you are going to lose the sylvite under your

present plans?

I beg your pardon, sir?

You are going to lose the sylvite out of this area if

you follew your present plans?
I don't believe I testified tha: all of this ore is
going through the Lang-leach system. I merely testified

that we were adding the Lang-leach system.

T

& il i as to what your pians are,

I am asking you to testil)
if you know.
with the Lang-leach project, we have that much more

flexibility. Any ore coming from the mine that is
high langbeinite and low sylvite will be handled

through the Lang-leach process, any ore that i3 mixed
ore, that has a value of both sylvite and langbeinite
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will go through the present plant, and we will attempt

to recover both values.

Now, in connection with your Exhibit Number Ten, which
purports to show the leases that have been suspended.
and I assume they have heen, those leases are actually
in close proximity or directly over existing mining
operations, are they not?

No, sir.

Th:y are not?

Not all of them.

let's take the area closest to Section 13, which would
be the Duval shaft as shown right in the middle there.
That is their mine there, ig it not?

To my knowledge, yes.

Are you mining in the area south of that where the
lease has been suspended?

That's our lease.

Are you mining in thaere?
No, gir, no one ie minin
But they are within a half a mile of the Duval Mine,
or a mile?

I don't know where the Duval Mine is located.

But you will agree that they are immediately north of

that acreage?

They are north of that acreage, yes.
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1l q Mow, in connection with this time schedule you

N

discussed, you say your plans are not definite, but

3 you are talking about probably fifteen years, is that
4 right?

5| A I think I used probably in terms of ten years, and for
6 sure, within fifteen years.

7| Q Certainly within fifteen years, probably within ten

8 years; and how about five years?

9| A Possibly, I think we used posaibly.

1| Q You hzve filed no five-year plan which would include

dearnley, meier & me cor iick

22 of the five-year plan filed by International Mining and

23 Chamical.

24| MR. PORTER: We will take notice.

1 this, have you?
. s 12| A Yes, sir.
E s 13| @ You have filed one?
o
iy M| A Yes, sir.
23
) g§ 15| Q What does it say?
g .
o W
¢ 16 A To the affect-- can I say what it says to the ef . ect?
25
3 ) Q Yes.
Eﬁ 3| A I'm not surse I am quoting, but it says to the effect
gg 19 that we will be doing developing work from our present
$r 20 working ore well by mining within Section 13.
3x 2 MR. KELLAHIN: I ask the Commission to take notice
X
ez
9%

MR. KELLAHIN: In that connection, the map filed

25

w.'w,—j
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1| does not even show Section 13.

2| Q (By Mr. Kellahin) When you testified in 1969, I believe

3 this same question came up, and do you recall testifying,
4 and this is on pagc 47 of the transcript. You were

b 5 asked that if you are mining in routine fashion, how

6 long would it take you to get to Section 13, and you |
24 :

7 answered: "Well, let's say maybe un to three years.”
b 8 Do you recall saying that?

9! A If I can go back, I don't think we were talking about
10 Section 13 at that time. You added Section 13, hLut

1 I don't believe we were talking about Section 13.

12 Q The record will speak for itself.

dearnley, meier & mc cormick
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13 MR. MATKINS: I will stipulate that Section 13
14 waes in the arez, but what was brought into R-111-A at that
15 time was five or s8ix miles from Section 13.

16 Q (By Mr. Kellahinj iIn ar,/ event, o you recall saying
17 three years?

18 A I recall it, ves.

19 Q Are you in the area at this time?

20 A Wo, sir.

21 Q So four years later, you are still not there?

22 A No, sir.

23 Q Is that any indication of the accuracy of vour information

1216 FIRST NATIONAL BANK BLDG. EASTeALBUQUERQUE, NEW MEX!CO 87108

24 in the case here today?

25 A I don’t believe I was saying-- I think if you read
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1 the rest of the transcript, you would see that we
2 had no plans a%t that time either.
3 MR. KELLAHIN: If the Commission please, I think

4| page 47 of the transcript will speak for itself.

s MR. MATKINS: I believe the Commission should take
61 adminisirative notice of the entire transcript in Case 4175,
7y | and make it part of the record, and the order entered in

8| the case as well.

9 MR. KELLAHIN: We will agree to that.

10 MR. PORTER: The Commission will take administrative
11 notice of Case 4175,

12} Q (By Mr. Kellahin) On this subsidence, if Phillips were

dearnley, meier & mc cormick
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13 permitted to drill its well in there, is it still your
‘ 14 testimony that you are going tc lose the 300-fcot

15 pillar plus forty percent of what is left in that

16 1,400 square foot radius?

17 A If the well is drilled?
18 Q Yes, and produced to abandonment before you get there.

19 A Yes, sir.

20 Q You still will leave those pillars in the 1,400 foot

1216 FIRST NATIONAL BANK BLDG, EASTSALBUQUERQUE, NEW MEXICO 87108

21 A radius, is that right?

2] A Yes, sir.

23| Q Have you mined around oili wells or well shafts before?
24 A Personally?

25 Q Yes, your company, under your supervision.

¥ v-?rg-—n
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No, sir,

So you have had no experience at all with tkis, have you?

No, sir.

Well, let's assume on the other hand that Phillips
Petroleum Company had its lease suspended, and comes
back some time later. How much later would it be before
they could come in and drill after you finished miaing?
1 don't know, sir.

You can't give us even an estimate?

No, I'm not a petroleum engineer.

I am not talking about petroleum, I am talking about
your mining operations. When would they be ccmpleted

in such a fashion that Phillips could then move in and
drill?

I'm sorry, but I can't aaswer that.

vYou don't know how long it is going “o take you to

mine it then, is this your testimony?

Not without more qualifications.

Now, Order R-111-A, you are familiar with it, are you not}
Yos, sir.

It makes a provision that oil and gas wells must be
plugged in a specific manner in order to protect the

potash. 1s there any such proviaion in there requiring

the potash miners to protect the oil reservoir or

permit it tc be produced?
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Not to my knowledge.
There is not, is there?

Not to my knowledge.
Under those circumstances, would I.M.C. be willing to

guarantee Phillips that it will encounter no problem
on account of your operations if it came in after you?
I am not qualified to answer that question either, Mr.
Kellahin.

How long does the subsidence continue after you pull
out of an area?

That's an answer that needs some qualification also.
Do you mean after you pull thes pillars?

Yes. Mr. Childers, you are a mining engineer, and
let's assume you have mined an area, and have done
everything you wanted to do, and you are getting out.
How long before all the problems in the strata stop?

I can't tesatify from actual knowledge as to when

subsidence stops. Within a few months, you have six
to eight-tenths of your subsidence, and I have no

records that I have kept personally that showed how
many years movement continued, so I can't give you a

ruch better answer than that.

So this business of saying that Phillips could get

their lease suspended doesn't really mean anything,
does it? You don't know when they could go in there,
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and you don't know when you are going to get out, and
after you do get out, you don't know how long it will
take the ground to settle down before it can be drilled.
All I know is they can have their lesase suspended,and

a potash company cannct.

You heard testimony this morning that Phillips can
produce this gas in five years, and you are talking
about coming in in fifteen years. Certainly you are
not prohibited from mining the area as Phillips is
prohibited from drilling it, are you?

Mining around a gas well?

Yes, sir.

The area not influenced by the hole, we can mine, yes.
On your exhibits, you show a core to the south of
Section 13, number 386. That area is actually barren,
as far as commercial ore is concerned, ais it not?

It is 8.7 feet thick and has a value of 0.2 percent

as langbeinite and 0.1 percent as sylvite.

You wouldn't call that commercial ore then, would you?
No, sir.

Now, on this $3,000,000, you said that you will lose.
If you will agree that you did testify that the entire
area, some 6,800 acres included in R-111-A, had an ore

value of $250,000,000, that would figure out to be

$37,700 per acre. How many acres are you going to
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leave in this 1,400 square foot area, can you tell me?
A If soneone can divide 6,157,536 square feet in the
circle by 43,580--

MR. WILLIAMSON: One hundred forty-oine point

thirty-six.

A Assuming the calculator is right-- /

Q Can you multiply that then by $37,7G0~-~ $36,760, I'm
sorry.

MR. MATKINS: I think we need to object at this
time because the questioning is based on false assumptions.
The figure used by Mr. Kellahin is a figure for the entire
body, and there are varying values within that large body
of acreage. We are now restricting ourselves to values

placed on one portion of one section, which does contain
one of the hottest holes in the entire section, and I am
certain that any calculations that Mr. Childers made in
1969 were based on averaging across the entire section.
There is not a hotter hole in the acreage than in 3ection 13,
so you can't expect this to average out to the aveiage you
are going to have across your entire leasehold area.

MR. KELLAHIN: If the Commission please, Mr. Matkine

objection assumes that the whole area is not of equal value,

wiih which we agree. On the other hand, the witness has

attempted to give a value to Section 13 based on one core

hole. Sure, therz is one in the offsetting section, but he

ek e
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1| has one in the south that has no value at all down in
2| section 24, which has not been taken into consideration.
3| He has another core hole, D-5-A, which he has ignored

4| compiztely, and it shows 5.2 percent of sylvite and 2.9

5| percent of langbeinite, and that has been ignored.

6 So I think it's perfectly proper to take his own
v | figures.
8 MR. PORTER: The Commission would like to know

9 if the witness can give us an answer,
10 THE WITNESS: Yes, to the best of my ability.
11 | Any figures that were given in the hearing Mr. Kellahin 1s

12| referring to were based on the entire area we were trying

t 3

dearnley, meier & mc cormick

§§ 13| to bring into R-111-A at that time.

, x @

J §§ 14 MR. PORTER: Do you recall how much that was at
;% 15 that time, or approximately? Did it consist of a number
§§ 16 | of sections or townships or a considerably larger area than
gg 7 you are talking about in Section 132
%S 18 THE WITNESS: VYes, sir. The information we are
%g 19| talking about today is based not on what Mr. Kellahin would

‘ ;% 20 suggest, one hole, but on th2 polygon method, which gives
§§ 21 an area of influence to each hole.
§§ 2 I believe there were four hcles that influenced
A
g% 23 the area, and that was the method vsed,as Mr. Matkins has
I3

24 pointed out. As I stated before, Section 13 Is the heart

of this ore body and has the highest grazde ore running

25

e o
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through it, and it's going to be of a much greater value

than the average for the entire area.

Q

(By Mr. Kellahin) In response to that, Mr. Childers,

the D-5-A core is the closest one to the propused

'Phillips well, is it not?

It's a toss-up, I haven't measured them,

Well, it's just as close as any other core you have,
is it not?

It's just as close, yes.

But you have seen fit to ignore it because the figures
do not jive with the rest of the cores, isn't that
correct?

No, it is not correct.

Why did you ignore it?

Because the information from that hole-- D-5-A stands
for the Duval 5-hole. This hole was drilled in the
area and was ccred long tefore Duval ever got into the
potash business. The information we have on that hole
from buval and from the U.S.G.S. and from the file I

used to compile the data showed the values for all the

holes in that area. We had valiues for D-5-A from the
U.5.G.S. of 10.1 feet of 15.5 percent K20, which I
would be more than happy to make a polygon for, but

the information is not valid because we got information

from two or three different places, and we have two

4N
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or three different values. It is not our hole, and

the hole information is not good, so it was left out,
Was the same method of core analysis used on that core
as was used on all the other cores?

I can't answer that.

Did you inguire into it and txy to find out?

Yes, sir.

But you didn't see fit to drill another hole when you
saw this was invalid?

We had our drill spacing, you will notice our drill
spacing is the same all over, so we just ignored that
hole from the beginning.

You didn't ignore it when you asked this area be brought
into the potash area, did you?

I listed the information we had.

But you didn’'t list it today?

Because it's not valid.

MR. RELLAHIN: That's all I have.

MR. PORTER: Does anyone else have any questions?
MR. TRAYWICK: Yes,

* % » *

CROSS EXAMINATION

BY MR, TRAYWICK:

Q

Mr. Childers, I am Carl Traywick from the U.S.G.S. in

Roswell. We aré somewhat involved here because this
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is a Federal lease, and without the benefit of your

exhibits, there are things I didn't understand, which
may be pretty obvious, but I need to know, because
there is a question involved.

You are going to gect to Section 13 either by
drilling a shaft or by drilling down from your present
mine?

Yes,

Do you own all the pctash leases between where you are
mining now and Section 13?

Yes.

Are there some unleased areas?

No, they are continuous.

So you have the leases which will allow you to get to
Section 137

Yes.

When you are first mining, about what size pillars do
you use-- what size pillars do you leave?

(No response)

What I am trying to say is how do your pillars compare
in size to the pillar you are going to leave around
this well,if there is in fact a well drilled there,
and if there is in facﬁ langbeinite there?

Mr. Traywick, as you know, you have to have a mining
plan laid out, and we do not.
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1! Q T am not a wining engineer.
2/ A Yes, you have to have a mining plan made out. What
3 we arce saying is that the pillars that we leave would
4 consist of fifty poarcent of the bed, and what we would
s mine would be fifty percent of the bed.
6 There are any number of configurations that you
9 could have for your pillars. The dimen<ion of the
8 pillars depend on many things, but it would be fifty
9 percent of the area.
10| G Now, y»nu computed this $3%,000,000 loss, and I don't
1 know where the economic limit is. May I ask,in your
12 present mining operation, if your economic limit
13 agrees pretty well with the U.S.G.S. limit of four feet
14 at four percent langbeinite or four feet at eight
15 percent sylvite?
16| A Could you ask the question again?
171 Q I will rephrase it, if it will be clearer.
A Okay, would you please?
19 0 In your mining operations, do you conduct first mining
20 to a cut-off point, a point where economics versus
21 recovery,preclude youkfrom going into any leaner ore,
22 and then do you retreat back? Do you conduct second
23 mining on a retreat method?
24 A We have. We are not at this present time,in any of
25 our panels,working on the retreat method, but we have
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in the past.
Second mining then does not have to be rutreating back
from the eccnomic limits?

No, you could mine to the lease line.
This $9,000,000 worth of ore is based on the 1,400

foot radius figure, and the second mining pillar radius

of 150 feet. I don't know where your economic limits

are shown on your exhibits, but they obviously occur

to the south of the proposed Phillips location, is that
right?

Yes.

And obviously, it's not far enough south that that
circle would be appropriate. Wouldn't it be more like
a half-circle or three-quarters of a circle? You are
not going past the economic limits or the ore cut-off,
are you?

You are assuming that the line does not go south of

the 1,400 foot circle?

Yyes.

I can caly answer you by saying that if you are right,
and it didn't, then we wouldn't mine it.

I just wondered, not having the benefit of the exhibits,
if it's appropriate to use a full circle.

I think I can answer your question in the polygon

method. Part of that circle was given the influence
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of a hole that had very little in it, and no value

was given for that part of the polygon.

Q one more quick que. tion. If the well is there when

you conduct first mining, and it was a producing gas
well, but it's properly plugged and abandoned before
you are in this area second mining, will your loss be
decreased from the $9,000,0007?

A I would have to say no, right now. As long as there
is the danger of our getting gas into the mine by

rupturing that casing, it would be the same.

Q What you are saying is that whether it's a high pressure

producing well, or whether it is a properly plugged
dryhole, you are not going to approach any closer on
second mining than 1,400 feet?

A I don't feel right now that I am in a position to speak

for my company on that.

MR. TRAY"ICK: That's all I have.

ME. PORTER: Mr. Childers, I have a questionyfhat
you might give me your opinion on. Do you think you cculd
ever safely drill a gas well to an area that had been mined
out?

THE WITNESS: I feel that my opinion would not be
very valid because I don't really know. I think there are

people ‘here that can answer that question for you.
MR. PORTER: All right, another quegtion. Could
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you give me the extent of your mining operations in the
last five years?

THE WITNESS: Do vou mean right now, or could I
prepare the information for you?

MR. PORTER: Well, does anyone here feel they are
able to answer that question as to how much you have mined
out in the last five years?

THE WITNESS: I can give it to you in tonnage
roughly. Roughly, twenty million tons. We don't keep our

records that way, sir, and I can only compute it from
informaticn I have in the office.

* * * *

CROSS EXAMINATION

BY MR. NUTTER:

Q You have revised your open mining coperations on plats

submitted to the Commission each year to show your

open mining at the end of each year, is that correct?

A Yes.

Loy}

So a comparison of the map five years ago with the map
recently submitted would show where you have minc2 ia
the last five years?

A Yes.

MR. PORTER: Does anyone else have any guestions

of this witness?

(No response)
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MR. PORTER: I bhelieve you haven't offered your
exhibits.

MR. MATKINS: No, sir. T would like to offer
Exhibits Three through Twelve.

MR. PORTER: There was some question as to one of

{4R. KELLAHLIN: If the Ccmmission please, in
connection with Exhibit Three, which shows the potash
company's leases and the Phillips Petroleun Company leasges,
there have been several areas omitted that should be on
there.

MR. PORTER: Is this the exhibit you are talking
about (indicating)?

MR. KELLAHIN: Yes. In addition to those shown,
Phillips holds all of Section 24, all of Section 25, all of
Section 19, except for the north half of the northeast.

MR. PORTER: All of Sections 24 and 25?2

MR. KELLAHIN: Yes, sir. All except for the north
half of the northeast of Section 19, which Phillips holds
jointly with El Paso Natural Gas. All of Section 30, which

is also jointly owned with El1 Paso. The West half of

Section 29 is jointly owned with El Paso, and all of Section

31.

MR. PORTER: The Commission will accept Exhibits

Three through Twelve with the corrections roted by Mr.
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Kellahin.

MR, KELLANIN: If the Commission please, I do
think the witness did not answer a question posed by Mr.
Traywick. iir. TraywicCk asked if ne used the same cut-off
as the U,.S5.G.S., 4.4 perceut langbeinite, and I don't believe
I heard an answer.

THE WiTNBSS: 0o we uile the same cut-off as they do?
MR. XBELLAHIN: Yes, sir.

THE WITNESS: What do you mean by cut-off?

MR, KELLAHIN: I mean just what Mr. Traywick meant,

what 1s commercial ore and what is not. Do you use the same

figure as the U.S.G.S5.7
THE WITNEZSS: 4
MR, KELLAHIN: Thank you.
MR, PORTER: If there are no further gquestions,
the witness may be excused.
(Witness excused.)
(Whereupon I.M.C. Exhibits Three through Twelve

were admitted into evidence.)

JOHN BOYD,

was called as a witness, and having been already duly sworn,
testified as follows: .

DIRECT EXAMINATION

BY MR. MATKINS:
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Mr. Boyd, please state your full name and where you
reside.

John T. Boyd. Pittsburgh, Pennsylvania.

what is your occupation?

I am a Consulting Mining Engineer.

Do you have ycur own consulting company, of which you
are Presicent?

Yes,

That is John T. Boyd Company in Pittsburgh?

Yes, sir.

Have you appeared before this Commission previously?
No, sir.
Would you please then give your background as a mining
engineer and your experience over the years as a mining
engineer?
Yas, sir. In 1935, I graduated with a B.S. degree in
mining from Ohio State Universgzity. I then spent nine
months in Canada in gold mining in Southwestern Quebec.
From there, I went to Pittsburgh, and went to work
with the Pittsburgh Coal Company for three years. I
then moved on to Ohio and worked fur Anaco Company of
Ohio for three years.

In 1943, I joined the firm of J. W. Womer and

Associates, and from 1943 to 1964, I worked as Senior

Associate. At that time, I took over the company and
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it became John T. Boyd and Associates. In 1967, Mr.
Womer retired, and in 1968, I made it John T. Boyd

Company.

Today I have twelve engineers and five draftsmen,
a group of about twenty-five people altogether working

for me.

What types of ore bodies, and what parts of the world
do you have experience in mining, Mr. Boyd?

Wwell, I worked in most all of the states of the United

States; I worked in Australia in coal; Canada and Chile

in coal and iron ore and limestone; France in iron ore;
Greece in iron; Israel in copper; Mexico in coal and
iron ore; the Philippines in coal; and the United
Kingdom in coal; and Ethiopia in potash.

Now, you have had experience with potash, I believe you
mentioned Ethiopia?

Right. I have also had experience in potash here in
the Carlsbad area of New Mexico. I have worked with
Southwest potash operations since the beginning. I
have worked for Freeport Sulphur Reserves in both Eddy
and Lea Counties.

Do you also have experience in Canada in potash?

Yes, in Canada in potash work there. I wvorked

feasibility studies for Continental Minerals, evaluations
for I.M.C. reserves, and the Consolidated Mining

g
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Company of Canada. I made feasibility studies for

them, as well as for Canberry Reserves of Saskatchewan.

In these feasibility studies, would they include such
activities as defining ore bodies and determining the

proper mining processes to be employed?

Underground mining method«. ﬁes, sir.

Mr. Boyd, are the polygon and contour methods two
accepted methods of defining ore bodies in the mining
industry?

Yes, sir.

Specifically, when was your experience with Southwest
potash in Eddy County, New Mexico? What years were
you there?

Well, I have been in and out of the operations since
ther started with ccre drilling and the work with the
mining plans, shaft locations, all the way through,
and we still work on an assignment basis for them.
Were you called in early in the development of that
particular ore body to assist in developing a pillar
mining plan?

Yes, sir, and I was project engineer on developing the
pillar mining method in conjunction with W. R. Herbert

of their engineering department. I did much research

before the project was really started, because when

you go into pillar mining, you have to take two things
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into consideration.

You have to know the strength of your ore, and
how much you can mine on your first mining, because
if you are going to pull pillars, you have got to
keep your mine stability before you start retreating
with your plllar work.

The second thing is in pulling pillars in the
Carlsbad area, there has to be four to five hundred
feet of salt let down subsequently so it would bend
and flow and eventually hit the floor. By doing that,
the mize of the pillars had to be detexmined.

The experimental work started way back in 1336
or 1937 when the Bureau of Mines worked with United
States Potash in Carlsbad, and they did a lot in
compressive strength, both 2f potash and also the roof
salt, roof material, which sort of gave the quidelines
cf just how to go about it, because in your first
mining, if you take too much ore, too high a perceniage
of ore, and load your pillars too high, they will
compress, and before you get back out, chances are
your equipment will be too high for your mining
operation.

So the main thing we did was to more or less

determine about fifty-eight percent on first mining.
) ke e dlo
The rule of thumb is for every “oot of overburn, you
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1 have a pound of PSI pressure. The overburn lies
2 anywhere between 144 and 150 pounds per cubic foot,
%/A-f-‘z/é»a/ccgeco
3 In this case, you have 1,400 feet of overburn,
4 or 2,800 PSI on your pillars. Then your salt roof will
s run roughly 4,000 PSI, and if you have K20, it's down
& 6 around 28, but most of your ore is a combination of
'Eg y your salt plus your mineral, and 34 or 35 hundred PSI
§§ 8 is a good operating range for the ore.
N EE 9 Then another thing that works with you in your
_gg 10 first mining is, say, you leave a fifty by fifty pillar,
- 5% ii I'm talking about feet, and say, you're mining a ten-
s 'ég a 12 foot ore body, the Bureau of Mines found that in their
Eg §§ 13 work, they used L over D, that'’s the shortest leagth
H gg 14 of any pillar divided by the height of the ore vein,
4 ;% 15 and it would give you a ratio to work with iastead.
%é 16 Say, like, you have fifty feet divided by ten,
;g 17 which will give you five. Then if you take the square
%é i8 root of five, which would be two-plus, your twenty-eight
g; 19 would go up to as much as 6,000 pounds that your pillar
é% 20 would hold without any subsidence.
ég 21 @ Are these some of the factors that you take into
;% 22 consideration in your developing a pillar mining plan?
2% 23| A That's right.
gg 24 Q And did you, subsequently throughout the following
2% years, periodically return to observe the result of
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1 your mining plan?
2| A Yes, sir.

3] Q And to observe the results of the pillar pulling and

4 the subsidence that thereby occurred?

1 a ¥ss, sir.

6 Q And were you there in the mines of the Southwest ana
7 on the surface in 1957, in the spring of 19572

8§, A Yes. I can't give you the specific date, but I was
9 in and out during that period.

10 Q And ycu observad both underground and surface subsidence?

i) a Right.

dearnley, meier & mc cormick

209 SIMMS BLDG,.eP.O. BOX 10929 PHONE 243-86218 ALBUQUERQUE, NEW MEXICO 87103

. 12| Q I hand you what has been marked as Exhibit Thirteen,

a 13 and ask you if that is a typical portrayal of the type

:j 14 of surface cracking that occurred at Southwest during
15 1957.

6] A Yes, that's very typical. Not only that, but potash

17 mining results in the pulling apart of water pipe line=z
18 and the subsidence of roads, good subsidence, which is
19 the result of good cover mining.

20 MR. MATKINS: I might point out that the nuxbers

21 appearing on the front of the two previous exhibits are not

22 tc be used. It should be the numbers on the back.

23 ’ . THE WITNESS: I would like to stipulate that I

1218 FIRST NATIONAL BANK BLDG. EASTeALBUQUERQUE, NEW MEXICO 87108

24 did not take these pictures.
MR. MATKINS: I understand that, but you noted
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1! the date thereon and you did observe those types of

2] conditions in 19577

3 THE WITNESS: Right.
A 4! Q (By Mr. Matkins) Would you, in the course of your
e 5 inspection of the mine, return to the same spot in
- 6 the mine from time to time to observe the amount of
7 subsidrnce and the rate of subsidence that was occurring?
8 Perhaps 1 should say convergence?

9 A Yes. In pillar mining, you alsc develop up to the

dearn'ey, meier & mc cormick

24 MR, MATKINS: Well, the exhibits are identified

10 edge of your ore zone, or to a stipuiated line, and
11 start retreating, and from time to time as you retreat,
. i2 you doa't get back in to see the pillars that have
;§ 13 been brought down %o a stipulated size because it's
gé 14 a little bit too dangerous.
w
;% 151 Q I am going to show you some other pictures made in
§§ 16 1957,which reflect subsidence, and ask you if you did
é% 17 not observe this subsidence taking place at this rate
,gé 18 and in this manner in 1957 at Southwest's mine. The
%; 19 first picture being Exhibit Fourteen.
%% 20 MR. KELLARIN: If the Commission please, the
ég 2t | question states “at this rate”, and I haven't heard any
G5
EE 22| testimony as to any rate. I would like to have ideatified
-
;% 23| what rates we are talking about.
23

by pictures.

25

[ o] e
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MR. KELLAHIN: As compared to what?

MR. MATKINS: To subsequent pictures that have

been taken.

(By Mr. Matkins) Will you note the date on that picture?

February 21st, 1857.

And I will hand yvu Exhibit Fifteen-- first of all,

in Exhibit Pourteen, does there appear to have heen any
subsidence that had taken place?

I would say no. There shows some flaking of the ribs,
but I would say the convergence would be minimal.

Now, Exhibit Fifteen, which is dated February 28th,
1957, and I believe indicates a 5.2 foot height, can
you observe signs of subsidence in that picture?

Yes, sir.

You will note there is a marking on that pillar
(indicating).

Right.

And there is a number appearing there, is there not?
Yes, 558 is still visible.

Now, I hand you Exhibit Sixteen, dated Muxch 7th, 1957,
which shows a height of 4.4 feet.

Yes,

Can you see additional signs of cracking and convergerice

in that picture?
Yes, sir. 1In this picture, the 558 number has gone
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from the pillar, however it's marked on the bottom of

the exhibit, and there is some spalling of the ribs,
and some flaking of the roof.

Now, as to Exhibit Seventeen, the date thereon appears

to be Marchk l4th, 1957, and that shows a height of
3.2 feet, and it also has a box with a number on it.
I believe the number is on the left-hand corner.
Right.

Can you see additional signs of convergence in that
picture?

Right.

Do these pictures typically represent the type of
subsidence that you cbserved within the Southwest mine?
Yes.

Did the subsidence, or convergence, often appear in
the rapid period of time indicated by the dates
appearing on the pictures?

Yeg, I would say that this 1s more or less the normal
sequence of subsidence.

Now, I would like to refer you to what was previously
introduced as Exhibit Six, which is a diagramatic
drawing prepared by Mr. Childexrs. I believe you have
a copy there?

Yes, sir.

You heard his testimony, of course, that this is not
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- Yes, sir.

to scale?

Right.

But do you agree that it fairly depicts the methods

in which the subsidence occurs as you withdraw your
pillars insofar as there is a forty-five degree angle
running out from your pillar-pulling activities?

Right, this is just a picture drawing, it's not drawn

to scale, and it shows the salt zone and also the shales
and limestone and the dolomite that are above the salt
zone, and it shows that the dolomite and limestones

up a5 subsi
yvour salt, you get a bending action.

Again, will you clarify where the salt section is?

Right next to the ore zone, and it extends approximately--
this picture is nct to scale, but it is my understanding
that the salt zone is about 450 feet thick.

Were ysu present during all of the testimony at this
hearing?

Yes, sir.

And you heard the testimony relative to the casing to

be employed by Phillips in the event they are granted

permissisn to drill?

Can you take into account those details and indicate

your opinion and why you reached that opinion as to
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the effact, particularly of the shifting salt, upon

such casing, should an oil well be in existence, or
a gas well be in existence on the left-hand side of
this diagram. I think first you should tell us what
might happen if it is a producing well, and what you
heliave mig
If you had an oil or gas well on the extreme left-hand
side of the diagram, and you quit mining at this
particular spct (indicating), your oil and gas well

should be stable,because the forces lie anywhere between

forty-five and forty-eight degrees, depending on the

That is what Mr. Childers referred to that required
a 1,400 foot radius to create that condition. However,
if you said, "Well, we're going to mine nearer to the

oil or gas well"”, this zone here moves toward your

oil and gas well, and especially, if you =zy maybe a

© 700 foot radius, yocu would be in a position where your

casing would be indisturbable, and if you went nearer
than a 700 foot radius, you would have your casing
down into the salt material that would be flowing, and
this salt, say, if you're mining a ten-foot section,
is sort or .omogeneous material, where it doesn't

break, but it will flow, and it will elongate or move

for as much as four or five feet, and if you have a
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sasing in that zone, it will take-- well, something

has to give, and it will take the casing with it.

Have you seen, in your experience, examples of

material placed in the earth by man?

No, sir.

You haven't observed that personally?

The only places I have observed casings sheared was
around strip coal mining, where the whole hillside is
biue, and the casing and gas well is taken right with it.
But it is your opinion that the force of the salt with
lateral movement would take the casing right out?

Yes, s8ir. You could depict it as more or less a slide,
which is just going to move, and if you have some

hard materizl-~- well, the forces are just tremendous.

I would like to ask you whether your answer to that
question is taking into consideration the type of casing
and cementing described this morning.

Yes. I am no expert cn the strength of steel and
concrete that gces in, but I know that, for example,
that underground, you have places where the salt is
twenty-eight feet wide, and they act as beams, and if

you have salt flowing against a fixed object, you rould

have a lateral beam as much as twenty-eight foot wide,

and you could have forces building up on the casing
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that would go anywhere from six to nine hundred tons.

Based upon the testimony you have heard, and upon your
experience, and you have worked coal mines and other

mines which contain gas, can you conceive of problems

caused by subsidence which might allow gas into the
potash mins?
Yes. Even if the well was plugged, you could shear

the well, and then you would have to depend on how

good the well was plugged. Or if you sheared an active
well, you could get migrating gas. Just this past y=sar,
the United States Bureau of Mines put out regulations
for non-metallic mines, and they stipulate in this

that underground mines are comprised of metallic and

non-metallic mines, and they stipulate under Section 57-

21, gasecus mines are classified as containing two
percent methane with a safety lamp, or if they find

.S percent in any return airway, the mine is comnsidered
gaseous.

The Health and Safety Act of 1969, whick went into
effect March 30th, 1970, classified all non-gaseous
coal mines as gaseous, and the net result has been
that the provisions specified the equipment to be used,
and this has cut their production anywhere from twenty

to thirty percent,and their overall mining costs have

gone up anywhere from one dollar to two dollars and a
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half a ton.
Mr. Boyd, based on your experience in the Carlsbad

potash basin, can you briefly tell us what precautions

and what additional things would be required in order
to continue min
appear?

Well, this is guite lengthy.

I think that you could perhaps just go over the major
requirements.

There are about fifty-eight different items. Number
one, they cut out smoking by the men in the mine.

Two, there would be no cutting with open torches
unless it is in a fresh air current, and there is no
evidence of methane. The mine intake and return would
have to be located in a separate shaft.

Booster fans would operate with permissible
molders, and not be anymore than one percent of methane.
They would put on so-called fire bosses to examine

the mines three hours prior to the men going to work.

Their cross-cuts would have to be made every one
hundred feet. And the big thing that would really
hamper production would be, taking the last open

cross—-cut where you have six thousand feet of air

going through, you would have to hang curtains along

one rib and take your air tool within thirty feet of
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the face, and that means that your shuttle cars have

to travel through these canvas curtains, and it would

really hamper production.

Then it goes on to say that any piece of equipment

that you work beyond the last open cross-cut has to

be permissible and maintained permissible, which adds
to your maintenance and operating cost.

Mr. Boyd, baéed upon your experience in subsidence

and convergence, can you tell us approximately how

long it would be before a gas well could be drilled
through a worked-out mine area?

In my opinion, I would say that eighty-five percent

of your subsidence takes place within a year and a half,

two year period, and you have got to say that ninety-

s8ix, ninety-eight percent, is done within five years.
If you were drilling a well in an area that was

completely pillared, the settlement should be such that

you shouldn't have any trouble in five years.

In five years?

Yes. I would have to stipulate that that would be in

an area that was completely pillared.

MR. MATKIN5: I believe that's all I have now, Mr.

Porter.

I would like to offer these exhibits.
MR. KELLAHIN: No objection.
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1 MR. PORTER: Exhibits Thirteen through Seventeen
2| will be placed in the record.
3 {(Whereupon I.M.C. Exhibits Thirteen through
Eaanei'}
é| Seventeen, respectively, were entered in evidence.)
P 3 * L * *
Y 6 CROSS EXAMINATION
&
&= 7| BY MR. KELLAHIN:
.
8 8 Q Your last question and answer was based on the assumption i
(&)
o—
= 9 that the mine had been completely pillared. Do you
0 I
D 10 mean by that the type of pillarage that is common I
b}
= ii practice in the Carlsbad area?
>
Q
= - 12| A Yes, sir.
-
Q@ .
S8z 13 Q Do you mean also that the pillars are then removed on
zx 14 second mining?
z Zz
.2
TR LA Yes.
£y
EX: 16| Q No pillars are left?
oW
oD
i; 17 A No. My stipulation there is that say they had a set
2
i 18 of mine entries that they did not pillar. Well, I
Eg- 19 would advise not to put a well down thrcugh those
L3
e . .
8§ 20 entries because they would probabkly still be subsiding
S 2 21 or compressing.
s
a
2z 22 Q What size openings would those be?
Q- -
Eg 23 A Well, I would say they would be twenty-eight to thirty
s -
§— 24 A feet wide, and they would be cross-cut on eighty-foot
25 centers, which would be twenty-eight foot wide.
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1l g About how high?
2| A Well, as high as the ore body, anywhere from eight to
3 ten or eieven feet.
[
N
: 4| Q Are the mine openings in the area generally the same
; 5 size as the ore bodies?
v 6! A Yes, except if it's not practical.
(&
e 71 @ It might not be practical to mine just four Icet, in
| -
o
o 8 other words?
-
0E6 9| A oh, yes, they have equipment that will work with four
a_3 10 feet, but if they are using mining cars, they might
b
= 1 want additicnal heignht which would permit them to use
)
= . 12 higher mine cars.
5
[+ ¥] §§ 13 Q Are any of the potash mines in Southeastern New Mexico
=] 55
i 14 classified as gaseous?
u 15{ A No, sir.
32
o W
58 i6f Q Do you know of any o0il or gas wells that have been
[ 4
oW
o D
<3 17 drilled close to potash mines?
g3
ah 18| a Not to my knowledge, no,
o €
20‘ 19 Q You don'‘t know of any?
o
33
gz 20| A No, sir.
o
2 < 21| Q Now, at the outset of your testimony, you testified
¥
z% 22 that the polygon and contour methods were accnpted
Q +
Z,E 23 methods for determining reserves?
24
3 24| A Right.
25 Q How much information is required to come up with
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an actual determination of reserves?

Well, number one, you drill what we call a primary
grade, and you evaluate what you have there, and ther
you go to your second grade, where you put holes in
200 to 2.500 foot centers.

That would give you enough information to evaluate
your reserves?

Either that or the polygon method would tell you,.

But could you make an accurate determination on one
core hole?

That's more or less your primary grade, and if you had
your holes drilled, I would call your reserve
calculation partially prowven.

But it wouldn'. be a complete determination?

No.

In your opinion?

No.

Now, you also mentioned in connection with the contour

method that you used a foot percentage cut-off. What
percentage cut-off are you talking about?

The rules say you establish either a four-foot cut-off
or a five-foot cut-off, devending cn the overall nature

of your ore body and what equipment you want to use.

Say your interval between your four and five foot

cut-off line would be maybe three or four percent of
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the total reserve, You would evaluate whether orx not
to cut off at five feet where you could use larger
equipment, and consequently have larger tonnage.

With a smaller percentage overall?

Yes.

What percentage would normally be used in a situation
like that?

Well, I would say it would have to be under five percent.
In other words, you would have over five percent
before you mine it?

Wwha & difference beiween tile four-foot
cut-off and your total reserves,

You may go down to four feet, and then you may mine
a little bit more?

Right.

So your settling or convergence is at about five feet?
Well, just to correct you, in the Ca:rlsbad area, the
method is they may have four feet, but to make sure
they get the ore bed, they always send up overbreak
that will go anywhere from three to six inches.

So they would be mining five feet or six feet?

Yes.

And this is the subsidence that would occur, five or

six feet?

Yes, that's the area that would converge where the salt
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top would hit the salt floor.

I believe you testified that subsidence would be

completed, would be ninety-seven percent complete, in

five years.

Right.

Ir. your opinion, would it be safe to drill within five
years, assuming you stay away from the open mine?

Yes, sir.

Just as an example, Mr. Boyd, assume that Phillips
Petroleum Company drilled their well in the south part
of Section 13, and the potash company had completed
their mining in the south part of the section, but they
were still mining up in the north part. Would that
pose any problems?

It would depend on the pillaring.

Let's assume they were done pillaring within the whole

are3a.

I see no problem,

How far away would the pillars have to be pulled before
it would be safe to drill a well in there?

Well, ¥ think the five-year lapse in time would nmore
or less take care of that.

Well, that would also acsume that the pillars had been

pulled for a distarce back to the well site.

Right.
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Q What distance?

A Well, I would say, just offhand, fifteen hundred or
two thousand feet.

Q You were talking avbout tie ‘‘langer of gas in the wine,

Actually, do you agree with Mr, Childers that they

could leave the normal pillars in, taking fifty percent

of the ore in a 1,400 foot radius?

A Yes, if the fifty percent mining is done on an orderly
basig, you would have stability.
MR. KELLAHIN: That's all I have.
MR. PORTER: Are there any further questions?
MR, TRAYWICK: Yes.

x * * *

CROSS EXAMINATION

BY MR. TRAYWICK:

Q Mr . Boyd, in your opinion, subsidence is virtually
complete in five years, based on leaving ten percent
of the ore in place?

A That's based on ten percent left in and crushed down
from your top.

Q If you were mining at two different levels underneath
or within 1,400 feet of the well location, would that
affect your opinion as to that time period?

A Well, you would have to scrutinize both levels, and

both levels would have to be completely mined out.
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Q sut it wouldn't compound it any if it were
simultaneously done?
A NO.

#AR. TRAYWICK: “4hat's all I have,

MR. FORTER: Are there any further questions?

(¥o response)

HR. PORTER: The witness may be excused.

MR. MATKINS: At this time, I will defer to my
more learned associats, Mr. Moxris, for the rest of our
evidence.

MR. MCRRIS: I will call ir. Hickman.

* * * *

TROY SCOTT HICKMAN,

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

DIRECT EXAMINATION

BY MR. MORRIS:

Q Mr. Hickman, will you please state your name and where

you reside?

A Troy Scott Hickman, I live in iidland, Texas.
Q How are you employed, Mr. Hickaan?
A I am an engineer for the coansulting firm of Sipes,

Williamson, Runyan, and Aycock.

Q Wiat position do you hold in that firm?
A Senior Evaluation Engineer.

Y




10

11

12

13

dearniey, meier & mc cormick

209 SIMMS BLDG.e PO, BOX 1092ePHONE 243-0€6010 ALBUQUERQUE, NEW MEXICO 87103

14

15

16

17

18

19

21

22

23

26 FIRST NATIONAL BANK BLDS. EASTeALBUQUERQUE, NEvW MEXICO 87108

24

25

!

race 148

Would you bricfly state your education and experience

in the petroleum industry?

I received a B.S. degree from Texas Tech in petroleum

engincering in 1957. I recceived an M.S. degree in

petroleum engineering from Louisiana Tech in 1968,
Upon graduation in 1957, I was employed as an

engineer by Texaco. I worked approximately four years

as a field engineer, and sev:a and a half years as a

reservoir engineer for Texaco.

In December, 1968, I resigned my position with
Texaco and moved to Midland with my present firm.
What have been your duties with your present firm since
that time?
Principally, the evaluation of oil and gas reserves,
and the determination of fair market values, and the
evaluation of development programs.
As part of your duties, do you advise clients as to
whether to drill or not to drill particular locations?
Yes, I do.
Have you been retained by I.M.C. to make a study in
connection with the present application hefore the
Commission?
Yes, I have.

Specifically what have you been asked to study?

To study the occurrence of hydrocarbons in the vicinity
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of the subject acreage as related to the Pennsylvanian

Age rock, particularly the Atoca and Morrow as they

are commonlv called.

ilave you bean asked to determine the magritude of

reserves and the life of reserves that might be expected

in the vicinity of the proposed location?

Yes, J have evaluated all the existing wells in this
area for that purpose.
Generally, what source material have you used in making

this study?

I have used material taken from the Commission files

Office and the Santa Fe Office. 1 have

o

in the Distric
used data that we have in our own files in Midland,
which is fairly extensive. I have utilized information
from commercial data services. These are primarily

our sources.

I will refer you first to Exhibit Number Eighteen,

will you discuss the information shown on that exhibit?
This shows a generalized geolcgical section of the

Delaware Basin area in the vicinity of the proposed

location, and parallel to that section is an acoustic

log taken from the El Paso Number 1 Arco State, a well

wiiwhich is nearby this proposed location. Marked on

‘sre are the picks that I make for the Pennsylvanian

e rock, the top of the Strawn, which is carbonate
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in this area, and the top of the Atoca, which is
pillar.
A witness discussed this as being a carbonate bank.

I went down and chose the pick where I feel like the

Morrow sand begins, and the actual interval between

the Atoca and the Morrow lncludes what would be
considered by most people as Upper Morrow, which is
usually a carbonate, but it is sometimes difficult

to pick, and I saw no reason to spend more time deoing it.
Please refer to the next exhibit, Exhibit llineteen,

which is identified as a structure map on the top of

the Strawn line,

This is a large scale copy of what was furnished to

the Commissioners. Some of this data is a little hard
to see.

Go ahead, Mr. Hickman, if you will, with your description
of the information shown on this exhibit. What exhibit
is it, and what does it show?

This exhibit covers an area of Southeast Eddy County

and Southwest Lea County, with the acreage in gquestion
about centered in the middle of this map. There are
imposed on this map contour lines which are contoured

to the top ©f the Strawn line.

There is also my method of a coding system and

a legend is included on the map showing!the Atoca and
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3

Morrow compresses, or attempted compresses, within

this area.

And you have Section 13 and the proposed location
colored in yellow with a green dot, respectively, is
that right?

Yes, sir. 1It's not on mine, but I hope it's on everybody

else's. Imposed on thie also are two cross sections
with lines labeled A to A Prime and B to 2 Prime.

Now, does this exhibit show all of the walls completed
in the Fennsylvanian formation, the Pennsylvanian
section?

No, in this regard, that the Strawn is also a
Pennsylvanian Age, and there are some Strawn completions
particularly in the South Carlsbad area, which are not
shown on this. Mainly because I did not judge it to
be germane to the probiem at hand,

Just for identification, where is your South Carlsbad
area on the map?

On the zxtreme left-hand side of the map, a little
above the center of the map.

And while we are talking about it, how dces it relate

geologically to the area under consideration?

It has, as you can see, a considerably higher structural

position. Actually, at this point, I would say you
are going up on your northwest shelf out of the




dearnley, meiur & me cormick

209 SINMS BLDG.e P.O. BOX 1092¢ PHONE 243-06910 ALBUQUERQUE. NEW MEXICO 87103

12'6 FIRST NATIONAL BANK BLDG. EASTSALBUQUERQUE, NEW MEXICO 87108

10

11

12

13

14

18

16

17

18

19

21

22

23

24

25

pace 1352

Delaware Basin area.

You have some lines shown on this erhibit connecting

wells, the lines being marked as A A Prime and B B
Prime. What does that signify?

Those are the structural cross sections which I have
prepared, and which will be subsequent exhibits.
Wwhile we are talking about this exhibit, I note that
the Belco in Section 1 of the township under consideratiop
has been marked M.S. What does that signify?

That's the index code for a Morrow sand completion.
However, it was brought out in Mr. Gorence's testimony
this morning, and in your cross examination of him,
that subsequent to the knowledge that we had, and we
tried to acquire the latest data available, but Belco
is making application for a dual completion, and
apparently have perforated up in the Strawn and up in
the Atoca in addition to the Morrow sand completion.
So that designation should be changed accordingly, if
that information is correct?

Yes, it should be.

Would you move on now to your next exhibit, Exhibit
Twenty, being the cross section A A Prime. Mr. Hickman,
I would like for you to explain the exhibit, first,

general;y what it shows, and then, if you would please.

point out the pertinent information with respect to
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each well on this exhibit insofar as it is pertinent

to show the nature of the various reservoirs that these
wells seem to be completed in.

We'll start-- first, let me say thesc are log sections,
either gamma ray zcoustic logs or gamma ray neutron
lags. Throughout tha Pennsyvlvanian Age rock, they are
long structurally on a 10,000 foot reference line
which appears a little bit above the middle of the
cross section, and we have tied in with the correlation

lines for the pcsitions of the Strawn, the Atoca, and

the Morrow sands, and the top of the Barnett shelf,
which marks the beginning of the Mississippian Age
rock.

On the left-hand side of the cross section is the

Shell James Ranch United Number 1, and we have imposed

on these log cross sections information concerning
drill stem tests which were taken during the course
of drilling and completion of the wells.

We have shown intervals which were perforatzd
and either completions or attempted completions with
the resulting test results,

Where we have the data available, we have imposed
the =nud weight used in the well at that particular

depth.

Starting with the Shell James Ranch United Number 1,
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starting at the bottom on this one, if you will look

down almost above your Barnett shelf, there are 2
series of perforations indicated in the margin in the
center of the log, and these are marked out, and this
indicates that these perforations are no longer open.

On the very bottom set of paerforations, we have
used brackets to try and enclose the various perforations,
and we have attempted to delineate from the use of the
brackets the procedure followed in this case.

The only interval at the bottom of the Morrow
tested at a non-commercial gas rate of 100 MCF  per
day. They then opened three additional zones and got
a total test rate of 175 MCF per day.

They have moved up their hole and opened up quite
a large interval in the Morrow sand up through the
Atoca-Morrow section. Here, they got a very low fluid
recovery with no cas show.

They then movad up above the tOp of the Atoca
carbonate bank, and completed a little stringer around

12,920 feet.

For those of you who have real good eyes, you can
perhaps make out that depth. They tested this zone
on a four point teat and got a calculated openflow of

9,000,000, with an actual test rate of 7.4 million.
The well currently is producing at around 4.6
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million average per day.

It went on production in February, 1958, and
accumulated almost twelve billion cubic feet of gas
through November, 1972. 1In 1272, however, the bottom
hole shut in pressure at the time the well was tested
on the four point test was 8,230 pounds, this being
abnormal pressure,

This is a grading of .64 per foot, and in oil
field terminology, your normal grading is considered
to be .46 PSI per foot.

What does the abnormal pressure indicate?

Of course, you can get real technical here about

deposition, but to a reservoir engineer, this quite

often indicates a closed type of reserveir, one in which

you would not expect to have water drive,or support,
or drive mechanism, other than sclution gas.

It is also usualiy the type of reservoir that is
fairly limited.

Moving on to the recently drilled Belco Number 3
Well, here is a situation wherxe I do not have the
latest perforations, and it is my undexstanding that

the well is perforated both in the Strawn, I would

assume in and around the interval of the drill stem

test, which is 4.4 miilion feet per day, and then in
the top of the Atoca. I do not know if the stringer
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which (s productive in the Shell James Ranch Number 1,
and which does not appear to be anywhere near as deep

in this weil, 13 the stringer which has been perforated

or not.

The only drill stem test was the one up in the
Strawn in the Pennsylvanian Age. They moved down for
the completion test, moved down into the Morrow sand,
and first opened a little stringer about in the middle
of the interval, and got a fairly low gas rate, and
then they opened up an additional interval and had a
calculated openflow of 6.5 million and an actual test
rate of 5.7 million.

The reported shut in bottom hole pressure there
on seventy-two hours appears to be a little bit

sub-normal, a little bit low. This could be an

incomplete build-up or scmething of that nature, and

I don't know how significant that {s.

This well is still making application for
completion, and it is not connected to the market, and
there is no way to know, although they have apparently
gotten some good initial rates on testing there.

There is no way of knowing the actual quality of
this well in terms of reserves.

Moving on to the El1 Paso Number 1 Arco State 16,

there were three drill stem tests conducted on this
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well, Starting with the top one, there was a gas

flow of 6.4 million per day with an abnormally high

shut in pressure given at 66 PSI per foot. This abnormal
pressure, you will f£ind, is common throughout the

Strawn and Atoca and on to the Upper Morrow.

The actual Morrow sands themselves seam to be
normally pressured with one or two exceptions.

The second drill stem test was expanded to the
Upper Morrow and the Morrow sand, and they got a
non-commercial gas flow rate. They then tested the
bottom of the Morrow and got about 4,000 feet of gas
cut drilling mud and 540 feet of salt water, and got a
normal pressure grading on their bottom hole pressure.

They then came up to around 14,100 feet and
perforated and ran a drill stem test in that little
interval, and that shows .21 MCF per day-- thit should
be 21 MCF per day, and a non-coumercial gas flow rate.

They then opened up an additional interval around
14,000 feet-- well, around 13,900 feet, and made a
completion at this point, with a calculated openflow
of 3.8 million and an actual tedtxﬁé rate of 2.2 million.
The bottom hole pressure gives a grading of .64, which
we see quite often in thse_gbnormally pressgred zones.

This well went on production in December, 1971,
and through November, 1972, it produced only 183 million
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feat of gas. It's current producing rate is 200 MCF

...per day.

ﬁxs We might note here a trend which you will see

1‘”:‘throughout this particular area of interest. You get

a fairly decent flow in the drill stem test, in this
case, they got 6.4 million feet per day indicated
flow, and they came back on the subsequent completion,

and they got an actual test rate of 2.2 million per day.
Then when they actually put the well on the delivery
iine, the well was down and averaging around 200 MCF
per day in less than a year's time.

This occurred in several other instances in this
area.

The next well is the El Paso Mobll Federal Number
1, and this is a recently drilled well which officially
has not been completed. There were four drill stem
tests conducted throughout the Pennsylvanian,as shown
on the right-hand margin.

The upper test was through the Atoca carbonate
bank, and this was a dry test. They just got their
water blanket back with a slight gas cut to it.

This well, I think, is somewhat significant in

that it lies betwcen the Texas American Todd Federal

26, which is a gc~d producer in the Atoca, and has a
good Atoca sectic. in it, I think the Phillips
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geologist tewtified as to zome 85 feet of net pay,

and the proposed Phillips location. This well is

situated about half-way in between there, and it was

dry on the drill stem test,

They got down lower in the Atoca and ran a ccouple
of more drill stem tests, and one of them had 4.5
million per day indicated flow with the same abnormal

pressure,

The last drill stem test was down in the Morrow
sand, and they recovered 9,000 feet of gas and some
gas cut water blanket with abnormally indicated pressure
wnich is a little unusual normally in the Morrow.

I think this points out the very limited extent of
any reservoir in the Morrow. They come and go and are
quite erratic, and the completion of thie well was
down in the Morrow sand, and at the time I prepared
this data, the four point openflow test had not yet
been filed, but there was a reported test rate of 1.2
million over a three-hour period.

This well, as I say, at last check was still
testing, and had a reported shut in bottom hole pressure
of 6,461, which would be nocrmal at this depth.

The last well on the cross section is the El Paso

Number 1 Sundance Federal. There were three drill

stem tests conducted on this well in the Pennsylvanian
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Age rock.

The upper test which straddles the Strawn-Atoca,

and which really is a test of the Atoca core, would

indicate about 900 MCF per day, once again getting

abnormal pressure and giving about a .65 grade.

N

The sacond drill stem test was down in the U
Morrow interval, and recovered 5.5 million per day--
or produced at 5.5 million per day with the same
abnormal pressure.

They made one other test down: in the Morrow sand
and it was a dry test,and they got back water bracket.
and ten feet of mud.

This well is closest to the E1l Paso Mobil Federal,

which was completed in the Morrow sand, or at least,

is testing at what appears to be a commercial rate,
whereas this well in the Morrow sand had no recovery
on the drill stem test. |
I think this is common throughout the area, there
is little correlation of the actual producing zones.
This well was cbmpleted throughout the Atoca and
Upper Morrow interval, actually they first perforated
a little interval right in the Atoca itself and got
a half a million per day test rate. They then dropped

down to the lower part of that zone and opened up a
larger interval. 1It's an interesting situation in
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this well where the four point pressure test which

was filed-- let's back up. These perforations covered
two drill stem tests. They took the total flow from
the two drill stem tests, which was 6.4 million if

you add those two together,

They went in and perforated both intervals and
tested, and submitted a four point openflow potential
and a calculated openflow of 3.3 million. So the
openflow was actually less, about half of what the
drill stem test indicated.

Before this well was ever pgroduced into the line,

an adjusted openflow was submitted, the calculated

openflow was only 449 MCF, down from 3,376 MCF per day.
This well went on production in November of 1972,

and in November, 1972, it produced at an average rate

of 386 MCF per day, which is quite a low rate for

deep wells.

In December of 1972, it produced st an average
rate of 174 MCF per day. It looks like we are having
instant depletion of this well, and it must have a
very limited reservoir.

I believe that covers everything.

If you will just go right on into your next cross

section, B B Prime.

These well locations are marked on thke map, and we uscd
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the same symbols and what-not.

The first well is the Texas American Todd Federal
14. This well had four drill stem tests, indicated in
the Pennsylvanian Age series. The first test was in
this Atoca carbonate bank, and this got a fittle gas
to the surface, but it was too small a rate to measure.

They dropped down a little bit lower in the Atoca
and they got a 1.2 million per day flow, with the

abnormal pressure again.

They dropped down and ran two tests in the Morrow
sand. The upper test was about the best drill stem

test I have seen out of the Pennsylvanian rock, 14

million per day indicated flow cn the drill stem test.
They dropped down a little bit lower and got
virtually a dry recovery, just a water blanket and some
mud. They naturally came in and tried a completion
opposite their best drill stem test, and opened up an
intexval actually in the Morrow sand and the Itoca and
submitted a calculated openflow of 6.7 million, and
an actual test rate of 4.3 million.
This well went on production in March, i971, and
as of November, 1972, had accumulated 87 million feet.

The well currently will not produce into the gathering

line system, so for all practical purposes, the well

is depleted after only making 87 million feet, and
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~ 1 having a drill stem test indication of 14 million
- 2 feet per day.
’ﬂ 3 The center well, the Texas American Todd Federal
- 4 Number 26, had no drill stem tests run, and Phillips
§ testified it was perforatea in the Atoca and they got
& 6 an openflow of 75 million, with an actual test rate
.Eg v of nearly 1l million.
EE 8 The well went on production in March, 1970, and
EE 9 is currently averaging better than 5 million feet a day.
,EE 10 It had accumulated through November, 1972, almost
E% 11 9 million feet. This, in comparison to the otner
%E~g 12 completions in the area, shows it is a very good well.
_ °
ég ;E 13 The last well on the cross sectiuvn, which you
- g% 14 will probably be glad to hear, is the Texas American
. W
- ;% 15 Todd State Numbexr 36-- let me back up to the Todd 26.
3%
%g 16 These wells are located fairly close together, as you
gg 17 can see from your mep, and as you can see, I forgot
E; 18 to add on these cross sections a hourizontal scale,
gg 19 however, we did place the wells in their relatively
%% 20 proportional distances from each other. So it bears
L a
ié 21 some mentioning.
EE 2 The Texas American Todd 14 and the Number 26 are
3w
g% 23 located fairly close together. There is just one
EE 24 section between them.
. 25 The last well is the Number 36, and they ran four
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drill stem tests. All of them were, with the exception
of the last one, all of them were either dry or had

low gas rates. The last one had an indicated rate of

4 miilion, with abaormally high pressure down into the

Morrow sand, as compared to some areas where the pressure
was normal, which indicates the definite lack of
communication between these sands. This well had a
calculated openflow of 2.5 million, and an actual test
rate of 2.1 million.

The well has never been connected with the market,
even though this gas was contracted for. However, the
original contractor has, I guess the right word is,
determined that the well was not commercial enough
to warrant a pipe line connection, so the contract was
broken.

As I understand it, Texas American 1s now
negotiating for another contract on this well. They
had a test rate of 2.1 million per day, and additionally,
this well has abnormal pressure, although it's down
in the Morrow sand where we usually have normal pressure.

I would tend to agree with the pipe line company,

I doubt the commerciability of this well, once it's

put in the gathering system.

~Mr. Hickman, what concluszions can vou draw from the

information shown on &thes2 cross sections and the




dearnley, meier & mc cormick

209 SIMMS BLDG.#P.0, BOX 10928~ HONE 243-66010ALBUQUERQUE, NEW MEXICO 87103

1216 FIRST NATIONAL BANK BLDG. EASTeALBUGQUERQUE, NEW MEXICO 87108

10

11

iz

13

14

15

16

17

18

19

21

22

PAGE 165

completion and testing procedures and production data

that you have already referred to.

I believe the princicipal conclusion is that I agree

with Phillips that their pfoposed location is a wildcat.

We see here an area with problems, problems both as
to drilling the well due to the many, many abnormal
pressure zones which tend to cut your drilling mud
and cause problems, potential blow-outs.

The problem of not having any idea of what you are
going to encounter in the way of reserves is more
significant to me. There is hardly any correlation
between producing intervals, and from a reservoir
standpoint, thecre seems to be no correlation. Even
when you make a good drill stem test, it doesn't seem

you are going to make-- well, even when you make a

completion and a good initial test, it doesn't mean
you are going to have something in the area for any

period of time. 1It's a very chancy area, and out of

the eight wells in the immediate area which we have
covered by cruss sections, the Shell Well is a good
well. TIt's producing what I call out of an abnormally
developed stringer, and 1 would hate to bank on finding
that again.

I do not agree with the Phillips geologist who
indicated in Fris teatimcny th2t this was the Atoca
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carbonate bank. I disagree with that.

But regardless of where it is, it is a yood well.
The Texas American Todd Federal 26 in the Atoca
carbonate bank is a good well. The El Paso Sundance
Well was depleted before it ever produced in every
sense oi the word. The Texas American Todd Federal
14 depleted before it did anything. The Texas American

Todd 36 is an extremely doubtful well, and the pipe
line company felt it was ncn-commercial.

In my opinion, the well will be non-commercial.
The Belco Well, we don't know about yet, but it looks
good at this time. We like Belco, and we hope they
make a darn good well.

The other well, the El Paso Mobil Federal, is still
testing, and we don't know what kind of guality well
it is.

So this is a very chancy, risky area, an area of
drilling problems and high costs.
Mr. Hickman, we have grouped together as Exhibit
Twenty-two a series of accumulative plats followed by
production history plats with respect to the area wells,

and Exhibit Number Twenty-Three is a summary sheet.

Would you, in the interest of time, summarize this

Exhibit Twenty-Two and point out, if you will, without
going through every well, well by well, the type of
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information that you have developed in the course of
your study of this area?

This composite exhibit contains three different types
of data, one being bottom hole pressure divided by

deliverability factors. This is used in a depletion

type gas reservoir,as we are dealing with here, to

indicate both the original gas that is in communication

with the well bore, and alao to determine recovery,

what part of this gas will be recovered. Marked on
each of these particular graphs is the original gas
in place, my determination of the original gas in
place for the various wells. The pressure points
which were used in the determinations are shown on

these graphs. The pressure pcint information comes

from the Commission Form C-122, and the other points
come from the annual shut in pressure forms, Commission
Form C-125,

The second piece of data shown is the production
graphs of the gas rate in millions cf feet per month
versus time as delineated in years and months. We
have shown in the early years just the average rate
for the years, and then in 1972, and in some cases 1971,

wﬁgﬁa?é“xaéjilly plotted the individual months and

z<impoaed th#ﬁ En these graphs. We have also shown a

vrojection Tire which is our projection of future
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1 performance on these wells,
) 2 There is one other piece of data which is presant
. 3 only on one well, the El Paso Arco State Well. We

4 have, in addition to the rate times production graph,

5 platted a rate-accumulative production graph. A rate-

6 accumulative production graph can often be used to

7 project the wells' performance.

8 Q Have you prepared the information here on all of the

9 wells shown on the cross sections for which data was

10 available?

11 A Yes, I have,
12 Q And in addition, have yocu presented some data on

13 additional wells?

dearnley, meier & mc cormick
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14 A Yes, I have. In addition, I have moved a little bit

15 to the south of this immediate area in an effort to

16 learn as much about the Atoca and Morrow as we could.

17 We picked up three wells operated by Texaco in the

18 Paduca Field. These three wells are all completed

19 down in what I pick as the Morrow sand interval, and

20 | I have alsc included the producing curves, or producing
21 history curves, on these three wells.

22 Q Would you go to =xhibit Twenty-Three, it being your

23 summary sheet, and point out the information shown

1218 FIRST NATIONAL BANK BLDG. EASTSALBUQUERQUE, NEW MEXICO 87108

24 on there?

25 A We have listed by field,and then by operator, and then
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by well, the well which I have included in my study
of reserves and future performance,

Next to that, I have the date of initial production,

and as you can see, some of these wells are not yet

connected.

Then we have accumulated production as of December
1st. WNext tc that, we have reserves as of December 1lst.

Now, these reserves being what, in my professional
judgment, remains to be produced by these various
wells., The next column is ultimate reserves, or
ultimate recovery. This is simply a summation of
accumulative production plus reserves to give .hat in
my opinion would be the ultimate recovery of the
various wells included in this study.

Then the last column is my calculations of what
the total producing life of these various wells will be.
This includes their remaining life plus the amount of
time they have produced to date.

Can you summarize the situation as to what is shiown

on this exhibit, and how it relates to the proposed

Phillips well?
Yes, sir. I think we would have to do this kind of
semi-statistically. ©On the Belco Well{ we do not kncﬁgﬁﬁ”{

the quality of it. It may turn out to be an excelleat
well. The El Paso Mobil Federal, we do not know §£§
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quality of. So excluding t¢hose two wells, we have

nine wells, and out of those nine wells, turee of

them are economic successes, the Shell James Ranch,

the Texaco well, and the Todd Federal 26. There is

one well which came part-way toward returning the

cost money, and that was the Texaco 67 Cotten Draw.

You certainly wouldn't drill for this amount of reserves,
but at least in comparison to the other wells, it made

a few dollars. The rest of the wells were economic
busts.

You can see we are producing out of, even in our
good wells, a low porosity, fairly tight, either
carbonate or sand, and I think, in my capacity of
experience, you would expect long life out of these

wells, and my subseguent calculations indicate that

you will have long producing lives out of some, and
the remainder of the wells will have very short 1lives,
on the order of what Phillips testified to.

So in summary, we have a situation here where it
is either feast or famine. There are a few good wells

that have been made, and which will give a good return

on the money, however, these wells do have long

producing lives. There are others where you will not

-make good completions, you will make non-economic

wells, and consequently, you won't have long producing




F 2
P“

s

10

11

13

dearnley, meier & mc cormick

209 SIMMS BLDG.#P.O. BOX 10920 PHONE 243-66918 ALBUQUERQUE, NEW MEXICO 87103

14

15

16

17

18

19

2t

22

23

1216 FIRST NATIONAL BANK BLDG, EASTOALBUQUERQUE, NEW MEX!ICO 87108

24

25

8 Snee

race 171

lives, simply because there is nothing there worth
producing .

MR. MORRIS: If the Commission please, we offer
into evidence at this time I.M.C. Exhibits Eighteen through
Twenty-Three.

MR. PORTER: WitlLout objection, the exhibits will
be admitted.

MR. KELLAHIN: No objection,

(Wwhereupon I.M.C. Exhibits Eighteen through
Twenty-three, respectively, were admitted in evidence.)

MR. MORRIS: That's all we have on direct
examnination.

MR. PORTER: Did you say you had no objection, or

no questions?

MR, KELLAHIN: I said that we have no objection,

I'm sorry I do have a guestion or two.

* * * *

CROSS EXAMINATION

BY MR. KELLAHIN:

Q Admittedly, there is not too much information available

to determine just what is under Section 13, is there?

A That's right, I agrez.

Q The closest well is something over two miles away?
A I believe that's approximately right.
Q And I believe you were making some ccmparison to the
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E) Paso Sundance Number 1., That is more than six

miles from the proposed Phillips location, is it not?
Well, it's not quite six miles, but it's in that range.

And the Ll Paso Mcbil nNumber 1 Federal is about four

Well, it's a little closer than that. I will contest
you on that. It's more like two miles, sir, two and a
half miles, maybe.

A VOICE: Three miles.
Okay, I'll go with the compromise figure of three miles,
it's getting late.
Well, the important thing is there are no wells closer
than two miles, is that a correct statement?
That's a correct statement, yes.
So we are comparing the strata underlying Section 13,
the South section of 13, tc really an unknown factor,
are we not?
I would qualify that if I might, sir?
Yes, sir?

We know it's an extremely rocky area, and we know that

sand and carbonate reservoirs come and go, and nost of

them are very small. This much we know about the area,

but I agree with you, specifically, what is under this

one section, no.

If you will accept the fact that the Belco Well is a
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1 good producer, then two out of the three of the
2 closest wells are good producing wells, arc they not?
» 3| A I don't follow you on that statement.
\ 4 Q Two out of the three closest wells are good producers,
- 5 isn't that correct?
~ & §] A Well, I couldn't concur on that. The Belco Well, which
'Eé y I hope docs make a good well, based on other information,
| —
§§ 8 even these extremely good tests are not a guarantee
EE 9 that it will be a commercial success. The Shell Well,
_§§ 16 which is undoubtedly a commercial success, is out of
=k
’ E% 11 this one little stringer, and this stringer does not
. 'é; 2 12 appear to be developed in the Belco fJell, and the
-
$§ gg 13 Belco Well lies directly between the Shell Well and
’ §§ 14 the proposed well.
;g 15 Q By the same token, the Texas American Todd Federal and
2=
gg 16 the other wells you are comparing are in a different
Su
gg 17 stringer tco, are they not, tharn say the Beico Well?
p!
gé 18 a No, sir.
o
83 19| @ They are in the same stringer?
I3
ég 20, A Well, whether the Belco Well is perforated in the Atoca
20
Eé 21 carbonate bank, I could not testify to at this time,
E; 22 and this is the prime target for the Phillips well,
o
gé 23 and this is the zone that the Todd Federal 26, which
gs 24 Phillips testified to as being a significant well, is
25 in. So the Belco Well would be in that zone, and so
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wonld the Todd Federal 26.
But the Todd 14 and the Todd 36 are not in that zone,

are they?

They are in the Atoca Upper Morrow, however, they might
be perforated below.

A VOICE: They are,.
Then no, sir.

In your Exhibit Number Twenty-two, I only had a rather

hazy lcok at it, but as I understocd it, you are
projecting a producing life of seventy-two years on
the Shell James Ranch Number 1 Well?

Yes, sir.

But your exhibit only shows production from 1966, is
that correct?

The exhibit, plus my other data on the cross section,
indicates this well went on production in Februazy,

1953.

Are you basing that on total production or are ycu
basing it on the exhibit, this seventy-two year life?
That's on total production.

Over and above the fourteen years it has been on the
line?

Yes, sir.

Did you take into consideration the fact tkat in the

past four years that well accumulated 8 billion cubic
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fact of gas as compared to 4 billion in the preceding

ten years?

Yes.

Did you give any weight to that in projecting this
seventy-two year life?

I believe in the last couple of years-- I agree with
the testimony that Phillips put on that in the last

couple of years, or the last year and a half or so,

that this well has established a capacity decline.

We could knock out the first fourteen years of it being
under-produced due to proration, and this would knock
it down to fifty-eight years.

Due to proration or due to pipe line takes?

Well, pipe line, yes.

It isn't even a defined pool, is it?

It carries a field name. There is information filed
which shows when they moved in in 1959, they moved
it from an undesignated field to a designated field.
But it is not a prorated pool?

No, it is not.

On your reserve calculations, I bellieve you gave

31 billion cubic faet to that well.
Somewhere in that neighborhood.

My Exhibit Number Twenty-three has come apart, and I

don't have that‘information.
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Yes, that's corvect, 31.5 billion.
If it produced.duiing the last four years at & rate

~f &€ biliion, that would mean about a fifteen-year
lapse,>would it not?

If it held steady. These wells do not hold steady.
As Phillips testified to this morning, their pressure
depletes, and they drop off in deliverability. If
you refer to tne production graph there, you can see

a decline in the last few years.

What reservoir pressure are you using?

Around 1,000 pounds.

What well head pressure are you using?

Maybe six hundred pounds.

Do you know what pipe line is taking that gas?

I looked that up, and knew it. El1 Paso Natural Gas
pipe line is in there, but I'm not sure whether they
are tvaking it. I just don't recall.

Do you know what pressure that pipe line is being

operated at?
We contacted Shell, and they indicated that there was

a 1,000 pound gathering pressure.

You are familiar with the energy crisis, are you not?
You have at least read about it?

Yes, sir.

Would that affect the taking of gas in the State of
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New Mexico?

It Las affected the takes in New Meilco.
That could account for the production from this well

in the past four years, could it not?

I don't follow your question.

Admittedly, the takes were increased from the Shell
James Ranch Number 1 in the last four years.

Yes.

Was energy storage a factor in this increase, in your
opinion?

I would say quite probably.

Could you not anticipate further demand on a greater
scale in the future which would result in lower pipe
line pressure?

Actually, increased demand loads your pipe line and
runs your gathering preasure up.

They do use compressors in pipe lines, do they not?

Once a particular well gets down to where they can't
prcduce at a satisfactory rate, they will use compressors

And that could shorten the producing life of this well,

could it not?

It could have some effect on the prcducing life, but
not significant.

MR. KELLAHIN: I have no further questions.
MR. PORTER: Are there any further questions?
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(No response}

MR. PORTER: The witness may be excused.
(Witness excused.)

® L » »

ROY C. WILLIAMSON, JR.,

was called as a witness, and having been already duly sworn,

testified as follows:

DIRECT EXAMINATION

BY MR. MORRIS:

Q Mr. Williamson, will you state your name and where you
reside?

A My name is Roy C. Williamson, Jr.. and I live in
Midland. Texas.

Q How ¢re you employed, Mr., Williamson?

A I am President of the consulting firm of Sipes,
Williamson, Runyan and Aycock.

Q Is that the firm that Mr. Hickman is assctialed with?

A That's correct.

Q Would you bkriefly outline your education and experience
in the petroleum industry?

A I was graduated from the University of Oklahoma in
1956 with a degree in petroleum engineering and

geological engineering. I was in the Air Force for a

couple of years, and then joined Gulf 0il Corporation
in West Texas in 1959. I remained with Gulf for

-
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approximately nine years, at which time I left and
joined the predecessor firm to our current firm.
Since that time, I have been actively engaged in
evaluation work, primarily in the West Texas and New
Mexico area.

Mr. Williamson, have you made a study concerning the
drilling and cementing and other operating problens
in connection with the proposed Phillips well?

Yes, I have.

First, concerning the drilling problems in connecticn
with this proposed well, would you outline some of
the problems that you have studied and give us the

conclusions that you have ieached in that connection?

Yes. I think we have had testimony already presented
that we are dealing with some abnormally high preséure
zones in the Strawn, Atoca, and Upper Morrow zones.

This fact in itself requires abnormal mud weight
to hold these pressures. This problem is further
compounded by the fact that Morrow sand is provean to
be very susceptible to damage, and it's common practice
for operators to try and drill in an underba’ anced

cendition. This underbalanced condition will then

allow the formation to flow, and will not allow any

filtrate to enter the formation and possibly damage it.

So you can see by drilling on the razor's edge,
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so to speak, that it is possible for a potential

blow-out toc occur, or for the hole to unload, requiring
the bringing in of surface equipment. High mud waeights
could cause loss of circulation problems also.

This is further complicated by the fact if the
well does begin to get out of control, and by that, I
mean if the pressures encountered in the reservoir
begin to unload, the column of mud in the hole would
require shutting in at the surface. A high pressure
gas bubble at the bottom of the well due to density
difficulties could rise through the mud coluwmn and
indeed impart the high pressure on the surface
equipment.

of course, these can be designed for this, and I
am sure all prudent operators would take this into
account, but these are problems unique to this area,
and they do show the need for special programs to
control them.

Have there been blow-out problems in the immediate area?
I would not say that any well has lost control and

blown wild to the atmosphere, but I do know several
cases where wells had to be shut in to balance this

lost circulation.

Snould a bpiow-out occur, what could happen-- what does

happen in a typical situation that could pose a
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1 continuing hazard to the potash mining opcrations,
- 2 should that happen to the Phillips well in this case? 3

3| A Well, just for an example, we all know wells do get

| 25 —
' 4 loose, and they could catch on fire. I realize this 1
e 3 is an extreme case, but it could happen. The well j
v 6 could unload the surface equipment that is trying to {
[X]
E v maintain control of the well, and which could be I
P
EB 8 adequate, or might not be adequate, to maintain this
&)
EE 9 pressure. The well could catch on fire in such a
> 10 case and damage the hole or the casing in the hole,
‘®
£ 1 and it's possible the hole could be lost by that.
>
{g 12 I mean lost where it could not be properly plugged or
o
D
-

13 controlled for any future pressure leak from the well.

14 Q Is blow-out danger a significant factor in this

18 immediate area?

16 A It's more likely to occur in this area than you might

17 have in other areas because of these abnormal pressure
15 zones that you do incur.

19 Q Were pressure control problems present to some extent
20 in the drilling of the Belco Well immediately north

21 of the proposed location?

2 A We understand that this was the case.

23 G Ha ¢ you analyzed the casing and cementing and drilling
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Yes, 1 have.

And were you present here today when the Phillips'
witnesses gave their estimates of well costs?

Yes,

Do you have any coument to make concerning that program,
or those costs?

Well, I think that certainly the program as presented,

although I have not won out the calculations, is very

adequate for the pressures that are aaticipated being
encountered.

In our experience with well costs, I would expect
the well cost presented by Phillips to be somewhat low,
and that would indicate no problems would occur and
no expensive mud prcblems would be anticipated, nor
would any blow-out problems occur.

I will agree that later operators do have an
advantage, and they might be able to control this, but
there are some additiocnal hazards because of the
pressure zoneg,

Would you comment concerninrng the problems of adequately
cementing the well for drilling and production purpcses
and also for plugging purposes?

As Phillips has indicated, because of the depth, you

are going to have to stage your cement job. You would

net be 2ble to move a complete columin of cement from
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the deep string to the surface. You would have to

have a second stage procedure.
When you do have a deep hole, you have to stage

your cementing, and you have a chance for additional

" problems as to effective cementing jobs. I have an

example of this,

In visiting with two companies, Burton and Western,
who have been quite active in cementing and treating
these wells in this area, one of their main problems
has been communication between perforations. They have
treated one set of perforations, and they do have
adjacent problems to ancther set. So even in the area

of the producing zone, there have been cases where

the best cement jobs have not been achieved.
I believe you asked me to discuss the plugging
of the well?

Yes.

Of course, plugging could naturally occur when the well
is depleted, and plugging could occur if an uneconomical
well is obtained. We all know there are recommended
teclinigques and procedures fcor adequately plugging wells.
We know they have been approved by the Commission,

and supposedly, this does prevent any escape of

hydrocarbon to the surface, but I will say this, thaﬁ

any time a man-made hole ig made to some depth,




dearnley, meier & mc cormick

209 SIMMS BLDG,e P, O. BOX 10928 PHONE 243-66019 ALBUQUERQUE, NEW MEXICO 87102

1216 FIRST NATIONAL BANK BLDG. EASTeALRUQUERQUE, NEW MEXICO 37108

10

11

12

13

14

15

16

17

18

19

21

22

23

24

25

race 184

naturally the chance of communicaticn from some deeperx
formation to the surface is mucin greatexr than if that

hole was not there,
So even though we do have accepted risks that we

take in petroleum industry, in my opinion, we are
dealing with a situation here in this case of a potash
mine where we cannot stand any contamination from gas.
We dv have the chance for some contamination with
a well there than if we didn't have a well there. With
a well there, gas could in some manner escape from
the lower formation and find its way to the mine.
Would you comment concerning the feasibility of
drilling at the proposed location at such time as the
potash has been mined’from the area and subsidence and
convergence has ceased?
In my opinion, after the subsidence has ceased as you
have stipulated, the hazard of drilling a well through
the zone would not be any greater, and we have seen
this overcome by the drilling industry in other areas
of the country. HNaturally, you would have some void
space in the mine, but at the same time, there are
many examples of wells that are drilled in caverns,
Pecos County being the prime example, and there are

methods where this can be controlled, and succesgsful

drilling operations can ba conducted.
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Would you please comment on the engineering and cost

feasibility of drilling directionally from somewhere

in the Northeast guarter of Section 23 into the

Southwest quarter of Section 132
Of course, I have not made a specific cost study, and

as pointed out by one of the Phillips' witneases, the

problems of cost would be rather dependent upon how
many times you had to set a whipstock, and how much
you did whipstock the hole.

But in my opinion, I would estimate the cost
should not be more than fifteen percent over the normal
well cost.

As to feasibility, there have been many cases
ir the industry where the bottom of a hole has been
moved much more than we are locking at here. Here,
we are locking at a long section where you have fourteen
thousand feet in which to connect, and I cannot see
where this would be an operaticnal impossibility.

Mr, Williemson, one more question. If shearing of
the casing or damage to the casing should occur after

the well is plugged, would there be any way of

re-plugging the well once that had occurred and problems
then developed?

In my opinion, there would not be. This would be a

casge wiere you would have a deep plug if you have a
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competent casing program to the surface, and if that

plug leaked, or if you wanted to enter the well, of
course, you cculd always do that. If you change or
shear or move the casing near the top of the hole,

of course, you destroy the ability to re-enter the
same well bore, and there would be no way to go in and

seal off any zone that was found to be leaking.
MR. MORRIS: That's all we have on diract.
MR. PORTER: Are there any questions?
MR. TRAYWICK: Yes.

* * * *

CROSS EXAMINATION

BY MR. TRAYWICK:

Q

Mr. Williamson, do you expect pressure above or below
the ten thousand foot casing?

I think normally we expect them below it.

I don't know what you mean by abnormal pressure.

As we talked about a little while age, we are locking

at a normal grade of .42. Here we are looking at .65.
Mr. Hickman pointed this out, and he pointed out we
have pressures lower in the deep zones, which is not

normal.

What would it take to control these abnormal pressures?

I have not made that calculation.

MR. TRAYWICK: That's all.
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CROSS EXAMINATION

BY MR. KELLAHIN:

Q

Mr. Williamscn, you encounter a similar situation in
the South Carlsbad pool, do you not?

Yes.

They do have a similar situation?

Yes.

po you know of any blow-outs that have occurred over
there?

Not to my knowledge.

And I understand that you don't know of any blow-outs

in this area?

No, if you define a blow-out as a wild well blowing
te the atmosphere without control.

You have been talking about blow-outs. The term was
your choice, you define it,

I would say loss of control is where you have shut in

surrace eguipment to maintain control of the well,

and if the well vents to the atmosphere uncontrelled,

then that is a blow-ocut.
Is that the type of blow-out that you say would cause
possible damage to the potash zone?

Yes.

The type you are talking about?

The one where it is vented to the atmosphere, this

e e .
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would create hole damage.

That's the type of blow-out you wecre talking about, and

you don't know of any here?

That's right.

Now, you said you understand that Belco had some
problemg. What is your source of information on that?
We have done consulting work for Belco, and we do have
information on their wells from time to time.

Did they have a blow-out?

No.

Did they have anything that occurred which would be

a potential danger to the potash?

As the situation occurred, no.

Now, you have testified that you could see no reason
Phillips couldn't drill after subsidence had occurred.
That's correct.

You are not prepared to say what date that might be,
are you?

No, sir.

Have you ever had any experience in drilling over an
abandoned potash mine, or any other kind of mine?

Neo, sir.

So you don't know from your own experience what problems
might be encountered?

No, other than the cavern type of problem you have
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1 here dril)ling through and embedded formation.

2 Q That would be the same as a lost circulation zone?

3| A Yes.
4| Q You don't think there \vould be any other problem if

H 5 overburden has occurred?
R 6| A If we make the assumption that subsidence has terminated,
T
= 7 no,
-
o=
8 8 @ When would ycu say subsidence would have terminated?
=
od 9, A I'm not gqualified to comment on that. I would have to
e
% 10 take the word of the mine expert.
i 1/ q You are talking about drilling a well now.
QQ
= - 12( A I didn't say when.
— 2
@ 5,
.uc’ 92 131 @ You don't know at what stage of subsidence you could
%o
;% 14 drill a well?
W 15 A No, sir.
2z
:
38 i Q You just assume there has pbeen complete subsidence?
o w
o >
3 1| A Right.
g 3
iy 18 One hundred percent?
e
o8 19 A No. If you are talking about ninety-five percent
? a Y
oo
§§ 20 completion of subsidence, and if we can define the
x o
35 21 motion, whether it's vertical motion or shearing
60
E; 22 motion, ¥ think that would have to be a factor.
a -
R
Z.g 23 Q So there is more than just the fact of subsidence
z 3
g 24 involved here?

25 A You have circulation problems and potential subsidence.
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And also shearing action?

If there is any remining.

So you could have five percent that could cause damage,
is that right?

I don't know.

Now, in connection with directional drilling, have you
had any experience with that yourself?

I have not had direct control in setting up a directional
drilling program, no.

You are a reservoir engineer?

Yes,

You are not a drilling engineer.

No, sir.

Are you at all familiar with directional drilling
problems?

Generally. yes.

Do you encounter any damage to the casing when you are

directionally drilling?

Certainly, you are drilling a hole at an angle,

Could that be a potential danger to the potash zone?
Not if it were dicectionally drilled outside of the
potash zone.

But you are drilling into the potash area.

No, my assumption was the well would be set out of the

area of potash mining.
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1l @ But you are drilling into Section 13, which is in the
2 potash zone.
3 A You are driliing under Section 13, below the potash zone.

4| Q And you say damage to the casing above that point would

- [ cause no damage to the potash zone?
v 6 A If it were well outside of the potash zone, no.
.Eg 7 Q How would you define the potash area?
8 8 A I am not qualified to describe the presence of ore, I
ES 9 have not made a study of it.
.gg 10 Q Then you do not know whether they could economically
Ei 11 directionally drill the well or not.
é% 12 A What I am going on is what has been testified ¢to here
§ 13 today.

14 Q You are talking about directionally drilling outside
15 of the mine now?

16 A Yes.

17 Q Not ocutside of the potash zone.

18 A Well, I would presume the mine and the potash zone are
19 coincidental.

20 Q Is there anything in the record to support that?

21 MR. MORRIS: If the Commission please, I think

22 counsel is badgering the wiiness.

23 MR. KELLAHIN: I certainly am. He said we can

12176 FIRST NATIONAL BANK BLDG. EASTSOALBUQUERQUE, NEW MEXICO 87108

24 directionally drill the well, and I am trying to find out
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guestion to the witness was clearly limited to the
assumption I asked him to make, and that was that he was

drilling in the Northeast quarter of Section 23 into Section
13.

MR. MORRIS: I think there has been evidence
presented here as to where the lines are, and Phillips could
go over to Section 23, and we would have no stand to object
to their drilling the well over there. It certainly seems
that would be the most feasible thing to do from both their

standpoint and our standpoint.
Now, I don't know what counsel can hope to

accomplish by continuing this line of gquestioning.

MR. PORTER: Let's ask tle witness. Do you thi 'k
you could successfully directionally drill to a location,
a bottom location, as requested by Phillips?

THE WITNESS: In my opinion, yes.

MR. PORTER: Without danger to the potash?

THE WITNESS: Yes, sir, sticking to the assumption
that the well bore went through the mine level outside of
the potash zcne, outside of the mining zone.

MR. PORTER: Does that answer your question?

MR. RELLAHIN: ©No, because he keeps referring to
the potash zone, and I want to know where it is.

THE WITNESS: I don't know.

Q (By Mr., -Keilahin) Let's assume for a moment that there




2
3
-
4
ba) 5
. hy 6
‘ L
e 7
| -
©
© 8
=
9
od
| V.
D 10
D
E 11
-
>
= = 12
|
= o; 18
59
:Y 14
w W
z 3z

. yu 1S
2 2
[4 N
T W
“3 16
[e N 4
D W

% © D
<3 17

3 o B
- A
g«

, 20 18
S«
mul
zZ, 19
[e]
gz 20

!-'. ;’D

L 3 % 21
. Z
20

v Qa
: s 22
o+
R
- 23
z o
F g
2 24

- 25

race 193

is potash under Section 23, ¢nd we are drilling
through that. Ily question is would damage to the casing

in that zone be a potential hazard to the mine in
Section 137
As you ask that question, I can say yes.
It would be?
Yes.
On the same assumption, would there be a danger of
getting a bad cement job?
Under what condition?
On whipstocking, on directional drilling.
Through the mine?
I am talking about drilling in Section 23 through the
potash ore under Section 13.
Under those conditions, a bad cement job could present
a hazard to the potash mine.
MR. KELLAHIN: That's all I have.
MR. PORTER: Are there any further questiony?
(No response)
MPE. PORTER: The witness may be excused.
(Witness excused.)
MR. PORTER: Does that conclude all the testimony?
MR, MORRIS: Yes.

MR. KELLAHIN: Yes.

MR, POr..R: Gentlemen, in the interest of time,
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I have another meeting, the Commission will allow you
fifteen days to file your closing arguments, if you sc¢
desire.

The Commission will take this case under

advisement. This hearing is adjourned.

(Hearing adjourned.)
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preduct specifications
Standard
SUL-PO-MAG

21T

chemical spacifications

RANGE TYPICAL GUARANTEE
K0, % 2206 —22.9 22.3 22.0
MgO, % 180 —18.8 18.5 18.0
S\ % 22.3 —22.6 224
Cl, % 10 — 23 15 maximum 2.5 %
H.0, % 0.12— 0.15 0.14 :!

.

physical specifications, % cumuiative A
(Tyler standard sieve sizes)
+ 8 Mesh 0—3 2
+10 Mesh 3-—-16 10
+14 Mesh 16—38 27
+20Mesh 39-63 51
+28Mesh : 60—83 ' 71 1
+35Mesh 7592 : 83 i
+48 Mesh : 85—96 90 i
+65 Mesh 94—-100 97

Typical bulk density, 88-92 |bs/ft3
Angle of repose, 32-34 degrees

typical chemical analysis  Percent

K 18.5
Mg 11.1
Ca 0.05
Na 0.76
S0, 67.4
Br T 0.005
Insol. 0.33

5255 8/68

I + ] ‘/7:,@,4 ?/2%’(:3,\

E. ) ) INTERNATIOMAL MINERALS & CHEMICAL CORPORATION !ME %

e - : PRINTED IN U.S.A.




NORTH AMERICAN POTASSIUM MAGNESIUM SULTFATE SHIPMENTS TRENDS
(Thousand Short Tons of Product, 22% K90 and 18.5% Mg0 Content)

Shipments to U,S. & Canada Overseas Exports Total Shipments
Fiscal 1 Imc 2 INC - IMC
Year Ind.,— Duval IMC Share Ind.— Duval IMC Share Ing. Duval INMC Share
tons) (tons) (tons) (%) (tons) (tons) (tons) (%) (tons) (tons) (tons) (%)
1969/70 3G0 170 1980 53% 35 10 25 71% 395 180 215 54%
1970/71 354 171 183 52% 49 6 43 88% 403 177 226 56%
1971,/72 391 185 206 53% 66 18 48 7% 457 203 254 56%
1972/73e§ 430 179 251 58% 70 19 51 73% 500 198 302 60%
1973/74fi 470 205 265 56% 80 25 55 69% 550 230 320 @ 59%
4 .
1974/75%— 510 226 284 56% . 80 19 61 76% 590 245 345 58%
1975/76f2 550 244 306 56% 80 16 64 80% 630 260 370 59%

fieat

Domestic wholesale demand has grown at a rate of 8,0% per year from 63/64 to 71/72. 1If
stimulated by IMC's feed grade S-P-M and agronomic programs, the growth rate should be about
9% per year from 1971/72 %o 1975/76.

Exports have responded to IMC promotional programs in the past and now Duval is aggressive in
the Singapore area. The Texada venture in Australia, will, however, reduce U.S. exports to
the Asia/Pacific area. ‘
Based on D. Teleki market estimate and sales divisional IMC tonnage estimates as of 12-12-72.
Based on D. Teleki markt estimate and preliminary Three Year Plan IMC sales estimates. as of
12-12-72.

N

I eo

S.urce: Historical data based on IMC sales records and
PINA potash shipments reports.

DT e HF

12-13-72 | o Y0 &
2/24/73

-
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RESERVE CALCULATIONS

USGS 4in ORE ZONE (NO. 3 BED)

oL

Yo % Prod Tons Prod Tons
Arca * Thickness Lang Syl. Tons Ore Lang Syl.
Section 13

Polygon around #369 8.58 11.8 2.0 4.8 uri 7,499,550 3,068,000 600,000

#370 15.18 8.4 1.3 0.2 *1ueiia 9,445,330 4,851,450 31,500

4371 3.86 7.3 6.3 5.4 20902< 2,087,260 597,730 18,800

4384 0.26 4,4 8.8 4.8 &y 84,740 33,910 6,800

Toial 27.88 19,116,880 8,551,090 657,100
1400 Ft. Radius Circle Around Proposed Location of Phillips Well 1
|
Segment around #369 0.05 11,8 9.0 4.8 g0 43,700 17,860 3,500 5
#370 3.80 8.4 11.3 0.2 25c0wie 2,364,440 1,214,450 7,880 ‘
#371 1.75 7.3 6.3 5.4 Y& 2T 946,300 270,990 85,170 |
#3864 0.56 8.7 0.2 0.1 3¢e3m 360,900 3,280 600 |
Total 6.16 3,715,340 1,506,580 97,150 l

/1 2wl

Note {* ) Area x ]06 S

'!"F""'" ———




TONNAGE & VALUE CALCULATIONS

SECTION 13

Area = 640 acres = 27,878,400 ft° (one acre = 43,560 ft?)
Volume = Area x Thickness = 223,027,200 3 (for 8' thickness)

Tons Ore = Volume = 13.5 = 16,520,533 tons

150' RADIUS CIRCLE

Area = 70,686 ft2
Volume = 565,488 f° (for 8" thick bed)

Tons Ore = 41,888 tons

1400' RADIUS CIRCLE

Area = 6,157,536 ft2
Volume = 49,260,288 ft> (for 8' thick bed)

Tons Ote = 3,648,910 tons

TONS LOST = (50% Small Circle + 40% Large Circle) .85 x _2re Grade

Prod. Grade
TONS LOST = {20,944 + 1,459,564) .85 x -7;-'-3- = 537,694 Tons
VALUE = 537,694 x $18.50 = $9 947,339.00

IMC (2~
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FIELD (RESERVOIR)

OPERATOR
Lease Name - Well No. & (Location)

-

Y4
EXHIBIT

TARULATION OF PRODUCTIOR AND RESERVE DATA
CEKTA'N PENNSYLVANIAN AGE FIELDS
RIOY COUNTY, NEW MEXICQ

LOS MEDANCS FIELD

BELCO

James Ranch No, 3 ( 1-235-3G%)

LOS MEDANOS (ATOKA) FIELD

SHELL OIl, COMPANY
James Ranch Unit 18 (36-225-30E)

PADUCA (MORROW) FIELD

TEXACO INC,
Cotton Draw Unit 656 ( 2-255-31E)

67L  (35-245-31F)
68F (12-255-31E)

SAND DUNES (ATOKA) WEST FIELD

EL_PASO RATURAL GAS CO.
Atrco State 1K (16-23S-31E)

GAND DUNES FIELD

EL_PASO NATURAL GAS
Mobil-Federal 1 (29-235-31E)

SAND DINES (LOWER PENN) FIELD

EL PASO NATURAL GAS CO.
Sundance rederal IF ( 4-245-31E)

TEXAS AMERICAN OIL CORPORATION
Todd Federal 14-1 1K {14-235-3%E)

SAND DUNES SA'IOKA! FIELD

TEXAS AMERICAN OlL CORPORATION
Todd Federal 26-1 16 (26-23S-31E)

SAND DUNES FIELD

TEXAS AMERICAN OIi, CORPORATION
Todd Federal 36 1 (36-235-31B)
s—

T e A R oA S P AN | S S e e e

Date ~f Cumulative
Initial Productfion
Production Q_12/1/72
BCF
not
connected 0.006G
2/58 11.872
™
6/67 22.677
8/69 4,690
6/170 0.319
12/71 0.183
not 0.000
connected
11/72 0.012
3/71 0.087
3/70 8.978
not
connected 0.000

OIL CCtint o va s

"

o _— EEAY
Pooliae D

Case f‘!:_\.“f‘_/f_q,éﬁ;fil;.lf: THRY 2’3_

Submiv:i u S AL }
Hearing Daic_ X -2/~ /3
Tatal
Reserves Ultimate Producing
@ 12/1/72 Reserves Life
BCF BCF Years
0,000 0.00Q G
19.684 31.556 12
17.353 40,030 46
0.955 4,745 6
0.645 0.364 4.5
0.057 0,240 3
0.000 0.000 , Q
0.000 0.087 2
16.654 25.632 50
0.000 0.000 0

SIPES, WILLIAMSON, RUMYAN & AYCOCK, INC.
1100 GIHLS TOWER WEST MIDLAND, TEXAS 79701
ROY C, WILLIAMSON, JR.,, P. E./pw 2/19/13
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Docket No. 6-73

DOCKET: REGULAR HEARING - WEDMNESDAY - FEBRUARY 21, 1973

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

Y

CASE 4906: Application of Phillips Petroleum Company for a drilling permit
in the Potash-0il Area, Eddy County, tlew Mexico. Applicant, in
the above-styled cause, sveks authority to drill its proposed
Dunes—-A well to test the Morrow formation at a location 660
feet from the South line and 1980 feet from the West line of
Section 13, Township 23 South, Range 30 East, Eddy County, New
Mexico, said lccation being within the boundaries of the Potash-
011 Area as defined by Commission Order No. R-111-A, and having
been objected to by the owners of potash leases in the area.
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BEFORE Tl 0l COHGERVATLION COMMLSSION

OF 7;]( NEPSianiviotatelamne

“7rj 'fﬂ - ‘-./ :l.'

4

1
THE STATE ORF HEW MeEXICO £y 1 . Y. !
APR 16 1973 ”

OfL CQN&ERVANON CO;VsM
Santa Fo

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-4%00

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 Mexlco Statutes, Annotated. 1953 Com-
pllation, as amended, applies to the 0il Conservation Commis-
sion of New Mexico for rehearing of the above captioned Case
No. 4906, Order Ho. R-U500 issued pursuant thereto, and in

support thereof would show the Commission:

I.

Applicant owns the right to drill for, develop and pro-
duce the o0il and gas hydrocarbons uvunderlying Szaction 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.

IT.
Order Ho. R-4500 is unlawful, arbitrary and capricious,

is unsupported by substantial evidence, and lacks the basic



-
3

findings necessary to, and upon which the Commlission's

jJurisdiction depends for the entry of such order.

11T,
The findings of the Commission upon which Order No.
R-4500 depends for its validity are arbitrary, capricious
and not supported by substantial evidence in the following

respects:

1. Finding (2) 1s erroneous in that the Morrow forma-
tion underlying the section was a secondary objective 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 wo definition of what con-
stitutes potash in commercial quantit¢ies and no evidence was
offered in this hearing to show what constitutes commercial
guantities of potash ore. On the contrary, the evidence
and the Duval core show that ore underlying Section 13 is non-
commercial. A finding that Phillips'® proposed well "Mlocation
is in an area previously found by the Commission to contain
potash deposits in commercial quantities” is not the equiva-
ient of a finding that the proposed location is underlaid by
ore in commercial guantities, and is contrary to the evidence
in this case.

3. Finding {(10) is correct in stating that International
Minerals & Chemical Corporation is not conducting active mining
6perations 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 lies in the heart of a substantial ore body which

comprises nearly one-half of International's total ore reserves"
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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 Internatlional's
properties; and nc evidence was glven as to what relation-
ship there was between the total reserves, or the reserves
in the "substantial ore body" and the reserves underlying
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. Finding (14) is immaterial and applicant has never
proposed to drill in an area of subsidence. The finding
is speculatlive in ithat i1¥ assumes that there would be mining
operatlions underway at the time applicant would drill its
well. There is no evidence as to when, if ever, any mining
operations would zommence. By their owin testimony, Inter-
national would ieave pillars in a 1400 foot radius around
the well to prevent subsidence, if 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 1s 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. Finding (18) is unsupported by the evidence, and
assumes there will be no compliance with the provisions of Order
No. R-111-A, contrary to the evidence in this case. 1t further
assumes there can be no secondary mining within 1400 feet of
the well bore after abandonment, which is contrary to the
evidence. 1t was the purpose of Order No. R-~111-A to permit
the drilling of oil and gas wells in potash areas, and the
fommission in this case has disregarded its own order, The
Commission is attempting to enforce Order R-111-A by denying
the right t¢ drill in a potash area.

8. Finding (19) is based upon scanty information, from
one core in the Section igaoring the information obtained from
another core nearer to Phillips' proposed location which showed
non-commercial deposits. The finding, further, is capricious
in that it 1s a gross figure, based on Internationai's cal-
culation of ore to be left in plllars, based upon insufficient
information, and a gross figure with no information offered
as to whetheyr 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 1ncluded, 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-
tréry to the evidence, and that all of the ore would be left
ir the ground after the oll 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 notning in the record to show when, if

ever, the lands underlying the Phillips proposed locatisn will

-
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be mined, or when the subsldence will commence. Further there
is nothing to show that subsidence wlll be completed by five
years after secondary mining, and on the contrary the evi-
dence shows residuval subsldence will continue after that time
and no witness testifled 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) 1s arbitrary and capricious and unsup-
ported by any evidence in the record, and drilling as proposed
bv the finding is contrary tc¢ the orders and the rules and
regulations of the Commission, and was not a subject matter
of thls hearing. Tnere 1s no evidence to support a finding
that directional drilling can be successfully conducted in
this area, and the only competent evidence in the record on
the question indicated that it could not.‘

11. Finding (22) is speculative, assumes that a well
could be directionally drilled, whlch is not supported by
evidence, and the findirng 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 20 East, N M.P .M,

On the contrary the evidence shcews there would probably be
waste of potash if Findings (17), (18), and (19) are correct,
which i1s not admitted.

12, PFinding (23) is arbitrary and capricious and not sup-

ported by substantial evlidence.

Iv.
As shown by the evidence in this case, Balco Petroleum

Corporation has a well north of Phillips' proposed location,

rommliatred far
completeld 10T

rom the HMorrow, Atoka and Strawn

formations, and is draining reserves from the reservoir sought

-5~
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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 o0il and gas in the pool. 1f 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 quantities of producible oil
and gas 1in the reservoirs that could otherwise be produced,

all contrary to the provisions of law.

Vc

Commission Order No., R-4500 ignores substantial testi-

Section 13, Township 23 South, Range 30 East, N.M.P.M., could
be produced, and the well plugged and abandoned before any
mining comnences in the area, and lgnores substantial increases
in costs that would resuit from a delay of an unknown number
of years before any well could be drilled, thus effectively
Cenying Phillips the right to drill and’produce its reserves

under any circumstances.

VI.

Commission Order No. R-L4500 is invalid, arbitrary and
discriminatory and deprives this applicant of its property
without due process of law in violation of the 14th Amendmen;
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 it deprives applicant of the right to
recover the oll and gas hydrocarbons underlying the lands
held by it under a valid oil and gas mineral lease.

Cemmission 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,

-6-
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1963 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 Lo act to prevent the waste of
potash.

VIITI.

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 0Oil 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 te 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-4500,

WHEREFORE Applicani respectfully prays the Commisslon 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 ralsed by
the Commission's findings, and that after such rehearing, the
Commlission enter its order granting applicant permission to drill

as applied for.
Respectfully suvbmitted,

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

Bﬁfif&ALanbe,IXKJIL~L~;
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United States Department of the Interior

GEROLOGICAL SURVEY

Jraver 1557
Roswell, New Mexico 53201

- . rebruary 2, 1973

1

Mevorandom
T rile
Frow Carl C, iraywick

Sut ject: Jlotes ou N.}M,0.L.C, arbitration reetiag, R-111-A Procedurs,
held by Mr, A, L. Porter, .Jr., Secretary uUfrector, H.¥.2,C.C.
L the koswell U, 4. G, S. Aves Office et 10:30 a.w., Jeomary 25,
1973

ihe sub ject weetin; was occaslioned by Philitps filling & ~otice of intention
to drill & Pennsylvanian (Horxrow) well Ln the SEASKEk sec. 13, T. 23 5.,

R. X E,, iddy County, Hew Mgxico, Federal lease New Mexico 053251¢ located
within the Secretary's OL1/Potash Ares of southeastern New Mexico and the
State ofil potash area cowered iy N.M.3.C.C. Order Mo, i-111-A which provides
for an arbitration heariag whan a: ohjection is received to the drilling

of an oll or gss well {n such ares to atteupt to resolwve the objection to
the mutusl scceptance of roth parties involved., Lo this cose, Iaternatiocual
tiining and Chemical Corporation filed an ob jection to the drilliag of the
propused ofl and zas test well. An attendance list is attached. Also
attached is a map showing the location uoder consideration with vespect

e other Pemmsylwvsaisn wells drilied in the area. The following notes swre
s csaual susmary of the sdiscussion ax’ resvlits of the weeting.

Mr, VanSickle discussed the classification standards for langbainite and
sylvite ore. Mr, Childers with Inleruational stated that tia svesence of

= high pressure gas wall {2 seetlon 13 would prevent second mining within
1400 fest of the well a:d prevent the recowery of langbeinite ore with &
gross value of about 39,000,000, The presence 3f langbeinite ore in commsr-
cisl gquantitias underlying section 13 (s estatlished by two core hwles pro-
vided that the mmber and locatisci is sdequats £o justify this concluslon,
¥r, Childers mede the definits point that the langbeinfite ore is a tanglble
portion of International’s reserves and thst it wouid be ained, however, he
was vasble to predict the zonroaximats time that setwal mianin: csevetisce oF
the ore body underiylng section 13 would be comaenced, whether a sepsrate
shaft vould be required, or if such ore would he mined from Lrternstienal's
preseat wining operations iocated spproximately sewe: wmiles north and north-
westerly from sectiosm i3.




Lf tha proposed well vere drilled, campleted, produced to depletion and
plugped before the potash sinlng operstions veeched the wicinity of the
drilisite, a'd Internationsl stated the losa womid be less Hwt were rsthar
indefinite as to how much less,

Tha proposed Penusylvanian test would look at the Morrow at about 14,000
fest. The cost of the well is estimated at adout 31,000,000, Project life
of wall sporoximately & yaars with 2004 market facilitles. Spactng sntici-
pated ty Le 40 scres. Reserves in the order of 10 tillion cudic feet. The
sucives rstio of Penngylventis: wells in this aresa has been exceptionally good
(report srepared Ly Agullar, November 1972). The Federal iease irwolwed

has an expivetion dete of May 1, 1974,

Falllips’ stiorney asked if the 9,000,000 loss estiseie would be reduced

Mr. Forter asked Area Kiuniig Superviner Mr. Yulton ag to his opiniov as te

uhather sectien 13 was underlain by comsercial ore, snd Mr. Fulton's oplaion

was that euwch deterwinstiou is adequately estabiished by the core analysias
svailable frow the three test wells in section 13 end 1= the adjoiniuyg

ares. Millipa indicated that it was amenadble to considering a compromise

location in sectien 13 but that the proposed location was the optismmm

saologic selection. I[nternstional advised that {t would not azres te any

location f{a section 13.

The dates irwolved as to the prospectias perait and subsequent potesh lease
versus the date of the ol! and ges lease wes discussed 23 to whateves legsal
effect might ba establlished by prior rights. It wes brought out that thie
is the ounly lanzbeinite deposit in the United Ststes and the walue of th:
Lengdeialte iy steble snd excesds that of srlvite ore.

Hr. Porter asked the U.5.G.5. reprosentetives L{f we had anythi'g else to
contribute or say further queations of Phillinss or Iateroational and after
receiving a negative snswer summed up with the followinz couclusions:

1. The presence of potash ore underlyiog section 13 has begr established.

2. Phillips has indicated a willingness to discuse a coupromise location
agteelly scceptadle to both sartiec ewan thaueh this waeld frscanes tha
visk factor of the oroposed Penusylvanias oll and ges test,

3. Internatioenal is sdamsot &8 to its objection to auy location in sectien 13,

4, It aprears the 1ifz of the proposed well, if completed as a produclag
Merrow gas well, would be {:: the arder of 3 to ¥ yeavrs,

5. The time iowolwed for the potagh company to initisate aad conplete miaing
overations usder section 13 weuld be in the order of AL years, and that we
sre leokiong at perhaps 20U years sast such point faor subsurfsce sffect caveed
ry the mining operations to schiswe equilibriwmm to the peint thet a well
could be drilled throauzh such area,

he
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Under the circumstances, the adjudication meeting required by R-111-4
the next step in the yrocedure and this will be set as a full Comission
in; rather thax o trisl ezaminer hearing -~ Mr, Porter ssked Phillips
1f 1t o0 desired. Ansver - Affirmative, ¥r. Porter concluded the mmeting
by sdwising that the next mesting would be set and advertised in dus cowrae.

H

He have been subsagquently advised that the useting wiil be set for Febreary
21 in Senta Fe, vhich was previcusly cleared sx acceptsdle with the U.5.G.8.
reprasentatives ivwolwed.

(ORIG. 5GD) CARL C. TRAYWICK

CARL C. TRAYWICK

€c:
VanS ickle

Fulton

Rag. Mgr,, Denver
Washington

084D

Artesia /
WK, 0.C.C. - Santa Fe V

CCTraywick: lh
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GOVERNOR
N -~ BRUCE KING
OIL ( 'NSERVATION COMMI{ ,ION CHAIRMAN
STATE OF NEW MEXICO LAND COMMISSIONER

ALEX J. ARMUO

P. 0. BOX 2088 - SANTA FE MEMBER

87501
STATE GEOLOGIST

A.L.PCRTER, JR.
January 29, 1973 SECRETARY - DIRECTOR

Mr., E. M. Gorence

Phillips Petroleum Company
Room 711 - Phillips Building
Odessa, Texas 79761

Dear Mr. Gorence:

Pursuant to our discussion in Roswell last Friday, we will
advertise a hearing to be held in the Conference Room of the
State Land Office at 9 a.m. on February 21, 1873. The case
to be docketed will concern the disputed location of your
proposed well in Section 13, Township 23 South, Range 30 East,
Eddy County, New Mexico.

Vv trul- ours,
U e
P ;
I Cotidan” s A
%‘;_{ A o Zar (PRI IF /_"

A. L. PORTER, Jr.
Secretary-Director

ALP/ir

cc: Mr. C. E. Childers - Carlsbad, New Mexico

U. S. Geological Survey - Roswell, New Mexico

U. S. Geological Survey - Artesia, New Mexico

Mr. Jason Kellahin ~ Attorney at Law, Santa Fe, N.M.

Mr. Bill Gressett, 0il Conservation Commission, Artesia

Mr. W. N. Stanlcy, Vice President of Operations - Teledyne
Potash - Box 101, Carlsbad, New Mexico 88220

Mr. Robert S. Fulton - U. S. Geological Survey, Carlsbad,
New Mexico
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S e - ‘ GOYERNOR

AR L BRUCE KING
o ‘ = O11. CONSERVATION COMMISSION CHAIRMAN
e \5‘ STATE OF NEW MEXICO LAND COMMISSIONER

ALEX ). ARMIIO

IR P. 0. EOX 2088 - SANTA FE MEMBER

87501 )
STATE GEOQLOGIST

A.L.PORTER, JR.

January 15, 1973 SECRETARY - DIRECTOR

Phillips Petroleum Company
Room 711 - Phillips Building
Odessa, Texas 79761

Attention: Mr. Gorens
Gentlemen:

With further reference to my letter of January 8, 1973, I have
contacted Mr. Carl Traywick of the U. S. Geoclogical Survey in
Roswell and have decided to have an arbitration meeting, having
to do with your proposed well location, in Roswell at the U. S.
Geological Survey offices at 10:30 a.m. on Friday, January 26,
1973.

By copies of this letter the other interested parties are being
notified of the meeting.

Verx \;ZE}Y yours,
A,
,:%
ﬁ. /] /:////;;j—— v

A. L. PORTER, Jr.
Secretary-Director

ALP/ir

cc: Mr, C. E. Childers
U. S. Geological Survey - Roswell, New Mexico
U, 8. Geeclogical Survey - Artesia, New Mexico
Mr. Jason Kellahin - Attorney at Law, Santa Fe, N. M.
Mr. Bill Gressett, 0il Conservation Commission, Artesia, N.M.
Mr. W. N. Stanley, Vice President of Operations - Teledyne
Potash - Box 101, Carlsbad, New Mexico 88220




AGRICULTURAL CHEMICALS DIVISION - A

TELEPHONE: AREA CODE 505« TUXEDO 7-2871
JAN - 1973

OIL CONSERVATION citin,
Santa Fe

INTERNATIONAL MINERALS & CHEMICAL CORPORATION

January 3, 1973

Mr. A. L. Porter, Jr.

Secretary, NM Oil Conservation Commission
P. O. Box 2088

Santa Fe, NM 87501

Dear Mr. Porter:

This is to confirm my telephone conversation with Mr. Nutter on this date
concerning the Phillips Petroleum Company application for permission to
drill a gas well in Section 13, Township 23 South, Range 30 East.

Internationa!l Minerals & Chemical Corporation does hereby file an
objection to the drilling of said well.

Mr. Nutter informed me he would request that you telephone me upon your
return to your office on Thursday, January 4, so we will probably have had
o conversation by the time you receive this letter. In the interest of time,
however, | felt written confirmation of my verbal protest to Mr. Nuiter
should be mailed today.

Yours very truly,

EC L vl

C. E. Childers
General Superintendent
Engineering & Mainiciance

CEC:jw

cc: R. W. Hougland
J. D. Matkins
Phillips Petroleum Company
Regional Oil and Gas Supervisor, USGS

N
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BOX 101
0 @Fﬁ?\??@ CARLSBAD, NEW MEXICO 55220
7 LRV A MINE & OFFICE
(503) $87.5501
TWX (010} 986-0048
JAN ¢ - 1973

REFINERY
{505) 745-3541

OIL CONSERVATION COMM
Santa Fe January 8, 1973

Mr. A. L. Porter, Secretary-Director
New Mexico 0il Conservation Commission
P. 0. Box 2088

Santa Fe, New Mexico 87501

Dear Mr. Porter:

This is to advise you that Teledyne Potash wishes
to protest the application for the permit to drill which
has been filed by Phillips Petroleum Company, and was
received in our office on January 3, 1973. The proposed
drill location is in Section 13, Township 23 South,

Wriisssa

Kange 30 East. This area is covered by Rule R-111A.
Very truly yours,

7

W. N. Stanley
Vice President of Operations

WNS :ns

c.c., Mr, R. S. Fulton, U.S.G.S.
Phillips Petroleum Company

o e
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0 v, - pro GOVERNOR

S ’ ‘ BRUCE KING
I AT O11. CONSERVATION COMMISSION CHAIRMAN
v, "1;‘.'_,"',",-' = e Ak AYES s e LAND COMMISSIONE R
oy ¥ S STATFE, OF NEW MEXICO ALEX ] ARMLIO
" P. 0. BOX 2088 - SANTA FE

MEMBFR

87501 - .
STATE GEOLOGIST

A.L.PORTER, JR.

SECRETARY - DIRFCTOR
January 8, 1973

Phillips Petroleum Company
Room 711, Phillips Building
Odessa, Texas 79761

Gentlemen:

This is to advise that Mr. C. E. Childers of International Minerals

& Chemical Corporation has filed an objection to the drilling of a
well as you propose in the SE/4 SW/4 of Section 13, Township 23 South,
Range 30 East, NMPM, Eddy County, New Mexico.

If it is your desire to pursue the matter, I will be happy to pro-
ceed in accordance with the provisicns of Commission Orsder No. R-111-A
to set up an arbitration meeting between the parties at a time that
will be convenient for all concerned.

Since the acreage involved is under the jurisdiction of the United
States Geological Survey, I believe it would be appropriate to hold
the meeting in the offices of that agency in Roswell.

Further action in this matter will be delayed until I have receivad
your reply.

A truly yours,

-

A. L.  PORTER; Jr. =
Secretary-Director
3 ALP/ir
~ge: Mr, C. E. Childers
U, S. Geological Survey -~ Roswell, New Mexico
U. S. Geological Survey - Artesia, New Mexico : ,
Mr. Bill Gressett, 0il Conservation Commission, Artesia, N.M.'—%Lﬁ
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wNITED STATES O vorve o™ "
DEPARTMENT OF THE INTERIOR

GEOLOGICAL SURVEY

o~ Pocm 9-331C
T IMay 1963)

7777 oce

LICATE®

Form approved,
Budget Bureau No. 43-Ri425.

5. LBARE £ 3410NATION aND BBAIAL MO,

NM 0532516

APPLICATION FOR PERMIT TO DRILL, DEEPEN, OR PLUG BACK

la. TYPE OF WORK

DRILL K] DEEPEN (J PLUG BACK (]
b. TYPR: GF WELL
oL GAB NINGLE MULTIPLE D .
WELL WELL OTHER ZONE ZONE

6. IF INDIAN, ALLOTTEE OR TRIBE NAMS
-

7. ONIY AGRBEMEBNT NAMR

8. F4RM OB LEAOE NaMB

2. XAME OF OPERATOR " Dunes-4A
Phillips Petroleum Company 0. WLl N,
3. ADDRESH OF OPERATOR - 1
Room 711, Phillips Bullding, Odessa, Texas 79761 10. *@LD AND POOL, OK WILOCaT
4. ‘lﬁocn#)w oF WrLL (Report location clearly and in accordance with any Btate rcquirements.s) Undes igmted_
surface
1980t FW and 660' FS Lines, Section 13. 11. s5c. T 0. M. 08 BLX.
At propowed prod. zone ’
-235~30E
N _ . L
4. DISTANCE IN MILES AND DIRECTION FROM NEAREST TOWN OR POST OFFICE® 12, COUNTY OR PARISH | 18. aTaTE
17 miles east of Loving, New Mexico Eddy New Mexico
15 DISTAN 3 RO * s 16. No. or S IN . No, TRT T
xlzx,-r&\lsf. l;l:)os\(‘rlﬁglsgssn 1980' FW Line Sec.13 6. NO. OF ACRES IN LEABE 17 ;grr:‘ruu"'n::l.ass:cn:o
PRO OR LEASE L°NE, ¥T. d
Xt ﬁ?g n»eares:drlg line, It any) (Pr°Per‘bY) _ lOOOi _
18. LISTANCE FROM PROPOSED LOCATION® ) 19 TROFOSED DEPTH "20. ROTARY OR CABLE TOOIK T
TO NUAREST WELL, DRILLING, COMPLETED, -
OF APPLIED FOR, ON THIS LEASE, FT. £ ll;, 300! Rotary
21. ElevaTIONS (Show whether DF, RT, GR, ete.) 22. APTEOX. DATE WORK WILL BTART®
Advise 1ater. Upon approval

A PROPOSED CASING AND CEMENTING PROGRAM

SETTING DEPTH

QUANTITY lll' C! IIIVT

QITE‘ Ol- HOLE ; i SIZE OF CASING WEIGHT PER FOOT

intervals.

17-1/2 ~13-3/8" | Lg# i 500! 600 ax, circ at surface.,
C12-1/in 10-3/4 514 L000! Sufficient to circ at surface.
9-5/8n l 7-5/8" 26.4# 12,100 Sufficient to circ at surface.
6=3/L" 5-1/2"liner 23# Total Depth Sufficient to cover productive
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 LOCO!'(Fig. 4} Sér-. 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 {hemical Corp., c/o Neal & m:.tkins , Attorneys, Drawer N,
Carlsbad, New Mexico, 83220

2, U. S. Potash and Chemical Company, Box 101, Ca.rlsbad New Mexico. 58220

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 rsceipts.).

IN AROVE S7ACE DESCRIRF PRAPASER TRISRAN D I proposal iy (o Geepen or piug dack, give data on present productive zove and propesed ngw productive
zone. I sal is to drill or deepen directlonally, give pertinent data on subaurface locations and measured ang true vertical deptis. Give blowout
prevente ram, if any .

e _Senior Reservoir Engineer 12-19-72.
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DATE

A
a7
IS

PERMIT NoO.

APPROVAL DATE

i
e

ADFROVED BY L ._':

TITLE

DATE

CONIITUSNE OF AF c“_\{b WNOEAVA “Ol! CONM.
Saanta Fe

*See Instructions On Reverse Side
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' Nangg Me X Vit CONSERVATION vumr - sde T E
' WEL LOCATION AND ACREAGE oeolcmg. lu.t‘

I rorm C -3y -
{ Supersedes (,..';u
i

|

I Ellective - .p%
All distsnces must by from the outer boundaries of I“ !ﬂhﬁ Lo J! jJ
Cperaton Lecase \/‘“ zp’jl e, o
 PHILLIPS PETROLEUM CO. OUNEE -@NSthm <L P
Uast Let.er Seciion Townshlp Fange County Santa fo ‘*-»f.
N 13 23 South 30 East ] Eddy

Aciuel Foolage Location of Well: e

660 leet trom the Swth line and 1980 loel frur. the west iine
Geound Lgvel Elev. Producing Formatior Pro! Dedy atedt Acreage:
Morrow Undesignated - Morrow -Gas 320

4 e N an & a o

RSV U e

l Outline lbe acreage iednceted to the svbject well by colored pencxl ot hachure macks on the plat below,

dnted by communitization, unitization, force-pooling. ete?

'] Yes [] No If answer is "‘yes!' type of consolidation

If answer is “no!’ list the owners and tract deacriptions which haye actually been conaolidated. (1'se reverae sldf ofw

this form if receuary )

No nllowable will be assigned to the well until all interents have been consolidaud (by gommunitiu!ion. un’itiut.bn.
forced-pooling, or otherwise)or until a non-standard unit, eliminating such mterents haa been approved b) the CuMu.
sion.

CERTIFICATION

| hereby curtify thot the infarmetion con !

1n is true and complate To the

knowledge ond belief.

o

o Jo Mueller |

fasitien

Senior Reservoir Engineer

Jaorgmy .
Phillips Petroleum Company |«
[Mate

December 18, 1972

} heraby certify that the welf locotion

shown on thie alor wns alessad from £133d
notes of acluo! surveys mode by me 9r
under my supervision, and thot the .qn-. E
is true and correct to the best of my ] . .
knowledge ond befiaf.

Date Surveyed

L December b, 1972

Registered Frefessiona: Lagineer
and/or L and Surveyor

LO 330 40 i 1] 1320 1880 19080 231C 2840 20900 1800 1000 nCQ Q




-

-y

i —CLIND RAMS-—

PRI IR, i

SR

v
R e

————— e

R S :

L

. R
X PALTERNATE  LOOSUD -

e {FeR :
! DOUBLE PREVINTERS:

SERIES 1500 vaLvE
SZRIES 15CO VALVE

SURE GAUGE 0 37X 37X 7

¥}
STeel TEE

olole

3"
2“
27w
Sy

Rt

wn O

PRES
1500

m <
oo

w

1500 X 2
RO3S

[%)]

®

SEMES 1500

)

N
37 GERIL
-
C

STEEL

¢

2" SERIES IS5C0 PIS!ITIVE CnlAZ

2" SERIES 1500 ADJUSTABLE CROKE

cla

(SERIES 1500 FLANGES OR BETTER)

. . S~
REV. 2/4/59

L e . e e -

FiIGLRE NG 2




s o

1
PROR) &5 1R
SERIES
900

RAN-TYPF RAODP SERIES 90C
(BLinL ~AMS)

—T

RAM-TYPE BOP SFRIES 900
 (PIPE RANS)

O

B e

RLTERNATE HOOKUP FOR DOUBLE PREVENTEKS

o v ————

1’—!
g

B R AP

=

T

S 4

- PIPC %ANS

—=BLIND RAMY—

! DALSE.

IPOOL

D

Mydril 6K Acceptabic Ia Ploce
Of Upper Rom -Tyoe Pracenter =~

CROKE MANIFOLD

(D) 2" semes 900 vaLvE
(® 2° mup PRESSURE cAusE

(® 2 semes 900 cHoxe

PHILLIPS PETROLEUM COMFANY

PRODUCTION DEPARTMENT

3000 PSI WORKING PRESSURL
BLOWOUT PREVENTER HOOK-UF

(SERIES 900 FLANGES OR DEYTTYER)

FINURN NC. 4




i

a s Tt

PHILLIPS PETROLEUM COMPANY

Proposed Mud Program ~ Dunes-A No, 1, 14,300! Morrev "Wildcat".
Section 13, T-23-5, R-30-E, Eddy County, New Mexico.

Q_=_500!:
Drill out with Flosal" bentonite and lime mixed to a high viscosity. Maintain
sufficient viscosity to assure running of casing.

500! = 40001 :

Stay in steel pits and saturate system with potash salt., Kcop system super saturated.
Prior to reaching casing point mix Flosal as needed to assure a clean hole for running
of casing,

4000 - 12,100':

Drill out with fresh water and circulate through the reserve pit., Maintain weignt
at 9.2 1bs. per gal., or less, Viscosity 34 to 36 sec. per full quart out, and Fluid
loss 20 to 30 cc. with Drispac¥, Mix LCM as needed. If hole conditions dictate
prior to reaching casing poinit, raise viscosity as needed to assure running of logs
and casing.

12,100' - T,D,:

Have steel pits clean and drill out with a "low solids Drispac®* Mud", Weight 9 lbs.
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 ICM 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!' Lo 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 Nc.l = 1930 FW and 660% FS,

13, 23-5, 30-E, kddy County

Attachment to

DEVELOPMENT PLAN FOR SURFaOL U3 Form $-331-C

1. bkxisting roads on Jease: None
{See attached sketch.)

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

3. Location of wells: well No. 1-~1980' W & 660t ©5 iines, Sec. 13, T-23-S,

R=30-E, Iddy County, liew kuxice

h. Lateral roads to well locations: The Jal/Loving iiwy—# 128 is approxizately
tyo miles north of wellsite, There is no access road from wellsite to Lhat
highvay,

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

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

. A1l waste disposal will be put in pits and covered.

8. Lo camps will be located on the lease.

9. ©No &irstrips will be located on the lease.

10. Drill site location will be an area 300! bE-d x 400" N-S, cleared and
leveled with reserve pits dug in the northern 230' portion. hig, 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
200" K-S,

11. Restcration of surface: Dug pits within the clezred area will be back-
filYed arnd leveled. The caliched pad of the cleared area is & permarent
tyvpe emplacement.

12. This land use plan is essentially the same as that used on other wells of
1iKS acpuin in SZAdy Svuiivye

Hirm
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PHILLIPS PETROLEUM COMPANY
EXPLORATION & PRODUCTION DEPARTMENT
PHILLIPS BUILDING. FOURTH & WASHINGTON

ODLSSA, TEXAS 79760

'SR CERTIFIED

&
co7 g
A\ :
e, o

muwrt) PHILLIPS PETROLEUM COMPANY

EXPLORATICN & PRODUCTION DEPALTMENT
PHILLIPS BUILDING. FOURTH & WASHINGTON
ODESSA. TEXAS 79760

CERTIFIED

¥
A,
)

5 MAM

A e T e et e T R

el s e e

Us S. Potash & Chemical Company
Box 101,
Carlsbad, iew Mexieco

86220

P C e e A TR BN T R RO . g

International Minerals & Ciemical Cou;ary
C/0 Heal & Matkins, Attnys.
Drawer N,
Carlsbad, MNew Mexico
88220

e
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u\zgn. e sure to noaot :::..»:!: o &-2 .E.

(Addional charges required for these ser Znn-v

!..m)mm HURNISH SERVICE(S) INDICATED BY _.Imoxmb wronxawu

Show to whom, date and eddress . Un=<2 oz_.<
wiere dalivered - to addressee

RECEIPT

»an»_:m the numbered orticle aunnz! d below

REGISTERED MO,

" SERTED MO,

" INSURED NO.

SIGNATURE .OR 2>2m OF Ecxm iSEE CSE .:Sne- be .a:& Tv

79,

SICRATURE GF ADDRESSEE'S AGENT, 17 ANY

DATE DELIVERED . SHOW WHERE DELIVERED ASF f requeated, and include LIP noa

FLiTe-FUEL @h Trop-Artic

 SENDER: wu -Eo 3 follow ?&Enzoa- on other side

2.m>m mcxz.mI wm}SomAmv INDICATED BY

Show to whom, d
where ao__<e3 ate and-address

feea)

_Hu .Uc=<mw m02_.<

tc addressoe

S&;ﬂ:& cherges requird for those QQMEMORNQ BL onxnmv

xmom.v._.

»»no...an :n num

REGISTERED WO,

CERTIFIED NO.

W(IAY, 7

bered articte deseribed below

SiE € OF ADDRESSLE (A i
NATURE OR NAWE OF Szﬂmmn (Mwat aliaja b Rlled tn)

f

INSURED RO,

DAZE DELIVERED

Sk
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United States Department o

GEOLOGICAIL. SURVEY

P, O. Drawer U olL CONSgR‘{AT*;
nia
Artesia, New Mexico 88210 3

December 26, 1972

Mr. A. L. Porter, Jr,.

New Mexico (il Conservation Commission
Post Office Box 2088

Santa Fe, New Mexico 87501

Re: 0il-Potash Area
Dear Mr. Porter:

Attached is an "Information Copy"™ cf a Notice of Intention to Drill
a well to a depth of 14,300 feet to test the Morrow formatiocn in
the aE—Sw sec. 13, T. 23 S., R. 30 E., N.M.,P.M,, Eddy County, New
Mex1co, flled by Phillips Petroleum Company, Room 711, Phillips
Building, Cdessa, Texas 79761. The location is on Federal oil and
gas lease New Mexico 0532516.

Siacerely yours,

ames A. Knauf
District Engineer

Attachment

Copy w/notice to: N.M.0.C.C., Artesia
U.S5.G.8., Reswell
U.8.G.S., Carlsbad
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A =381 C E B ; : Form s
(May 1983) - o ,,,) T Y1) Bedgw \
' ITED STATES el R ane.
DEPARTMENT OF THE INTERIOR L [T e O LT
GEOLOGICAL SURVEY RIS . NM 0532516 ;
APPLICATION FOR PERMIT TO DRILL, DEEPEN, OR PLUG, BACK S I WOLT, SLLOTISS ¥ TeRee waie
1a. TYPR OF WORK : ' .
R DRILL g D ePEN D PLUG BA« D 1. ONIR AcABBMINT ln@
TYFR OF WELL - B .
_ ?:l-l- waLL ornEa :‘I,Y;O‘Ll :ou'b: . T |3 T oR Laad WA
3. WaME OF OPBRATOR . - o "} Dunes=A
~ Phillips Petroleum Company AL
3. A00ARSS OF GFESATOR T T d 1 .
Room 711, Phillips Building, Odessa, Texas 79761 - 10” Fmi> a¥> ¥o0L, 0% witecar
4. Am‘c::rt;).l”or WBLL (Report iocation clearly aud In accordance with any State requ!remuné\V@ Uw“igmt,gd
1980 FW and 660' FS Lines, Section 13. REC e i e
At preposed prod. zone

=235-30E

m COUNTY OW FARISHE | i3, 8TaTs

14. DISTAUCE IN WILES AND DIRECTIGN PROM NEARTET TOWN Ok POST CorricRY

T TrRIY 1980+ FW Line Sec,13 | 18

17. NO, OF sCRES s8SIORED

17 miles east of Loving, New Mexico SO R B Bday New Maxico
ai‘\ﬁﬁﬁ

TO TMIS WALI.

(Also to :‘nﬁ:‘dl}ll: llue if any) \P'{‘Op_ﬁrty) L A 320
18, v1sTANCE rno‘uulro‘l:(ﬁzlrl\mr:r \1: ‘o _— 19. 'ROPOSED DEITH 20. BOTARY OR CABLE TOOLE
on APPLIED FOm, ON THIS RS, 7o 14,300 | Rotary
217 fvATIONS (Show whether DF. RT. GR, ete) 77 T T 2T ATPROZ. DATE WORK WILL WTART®
Advise later. - { Upon spproval
23T . IR(H ()RFD (‘\‘;[\T AND CEMENTING PROGRAM T
o 7_811: u) I;OI E » i ‘A 77 NEFE 4 ) CASING ] :'_ “leiln lii!l“o?}:_:’_ BETTING DIP‘I':! - . QUAle‘l‘I OF CBMENT ST
17-1/2 ! 13-3/8" | w8 | 500! 600 ax, circ at surface.
1.1/ 10-3/4" T L0C0? ufficient to circ at surface.
9-5/8" | 7=5/30 26,44 l 12,100'  .|Sufficient to circ at surface,
( { b
6-=3/4" 5-1/2"1iner 23# Total Depth Sufficient to cover productive

intervals

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

Blowout Preventers: Oee Attached, Ser, 900 to 40CO'(Fig. 4} Ser, 1500 to TD (Fig. 2)
Mud Program: See /4ttiched.

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

1. International Minerals ani Chemical Corp., ¢/o Neal & Hatkino, Attorneys, Drawer N,
Carlsbad, Now 1'ex1 o,  &l220

2. U. S. Potashr ani ‘nemical Company, Pox 101, Carlsbad, New Mexice. 88220

Copies of this fili:: have been mailed to these operators by certified mail, return
receipt requested, :u the dnte below. (See attached photo copy of mail receipts.).

iX ABOVE BEA WFECRIRE PROPONE.  OGRAY  Uf propooal i3 to deepen or plug back, give data on present productive sone apd proposed tew productive
zone. It pr Al is to drdl s e on dire tha 2y, glhe pertiaent data oo subsurface tocations and measured and true vertical depths. - (Hve blowount
if rney

CW.d. lueller .. ‘beruor Reservoir Engineer .. 12-19-72,

FERMIT Ny |

e e APPROVAL DATE

AFEROVED HY - Trvie . DATE

CONDITEONS 0 A 0, o)

"iee Instructions On Reverse Side
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NLEW MEXICO

IN THE MATTEP OF THE HLCARING
CALLED BY THE OIL CONSERVATION

¢ COMMISSION OrF NEW MEXICO FOR

THE PURPOSE OF CONSIDERING:

CASE HNO. 4906
Order No. R-=-4500

APPLICATION OF PHILLIPS PETROLLUM
COMPANY FOR A DRILLING PERMIT IN

THE POTASH-OIL AREA, EDDY COUNTY,
NEW MEXICO.

ORBE® OF THL COMMISSION

. BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on February 21,
1973, at Santa Fe, New Mexico, before the 0il Conservation
Commission of New Mexico, hereinafter referred to as the
"Commission."

NOW, on this 27th day of March, 1973, the Commission,
a quorum being present, having considered the testimony
presented, and the exhibits received at said hearing, and

being fully advised in the premises,
FINDS:

(1) That the applicant, Phillips Petroleum Company, is
the owner of certain oil and gas leases both within and
adjacent to the Potash-0il Area as defined by Commission
Order No. R-111-A, as amended, a pocrtion of which leases cover
ail of Section 13, Township Z3 South, Range 30 East, NMPM,
Eddy County, iew Mexico.

(2) That the applicant proposes to drill a well to test
the Morrow formation underlying said section, the location
for the proposed well being 660 feet from the South line and
1980 feet from the West line of said Section 13.

(3) That International Minerals & Chemical Corporation
and Teledyne Potash are the owners of potash mining leases
within one mile of the aforesaid proposed well location, and
as owners of such leases were notified by Phillips Petroleum
Company of its intent to drill the proposed well, such notifi-
cation being given pursuant to the provisions of Commission
Order YMo. R-111-A, as amended.

(4) That International Minerals and Chemical Corporation
and Teledyne Potash both protested to the Ccmmissioa the
drilling of the proposed well at the proposed location, where-
upon the Secretary-Director of the Commission, pursuant to the
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- provisions of Commission Order Wo. R-111-A, as amended,

« sought a satisfactory settlement at an arbitration meeting
i at the Roswell, New Mexico, Area Offices of the United States
" Geological Survey.

(5) That no satisfactory settlement was forthcoming from

1 said arbitration meeting, and on January 30, 1973, Phillips
¢ Petroleum Company made formal application for a hearing by the

Cormmission of its proposed well at the location described in
Finding No. (2) above.

{(6) That due public notice having been given of said
hearing, as required by law, the Commission has jurisdiction
of this cause and the subject matter thereof.

{7) That appearances were made at said hearing by the

! applicant, Phillips Petroleum Company, and by International

Minerals & Chemical Corporation.

(8) That the proposed location is in an area previously
found by the Commission to contain potash deposits in commercial
quantities. (Commission Order No. R-111-G, dated August 1,
1969.)

{(9) That the cormercial potash deposits underlying Section
13, Township 23 South, Range 30 East, NMPM, contain not only
the relatively cormon form of potash ore known as sylvite but
also the much mocre rare form of potash cre known as langbeinite,
with the principal value of the ore being the langbeinite, the
depth cf the deposits being approximately 1400 feet beneath
the surface of the ground.

(10) That although Internatinnal Minerale £ Chemical Corpora-

¢\ tion is not conducting active mining operations in Section 13,

Township 23 South, Range 30 Fast, NMPM, at the present time,

! the evidence indicates that the subject Section 13 lies in the

heart of a substantial ore body which comprises nearly one-half
of International's total ore reserves, and that the company
definitely plans to mine said Section 13.

(11) That primary mining operations in the oil-potash area

| of Southeast New Mexico normally recover approximately 5 per-

cent of the ore in place.

(12) That secondary mining operations in said area normally
recover an additional 40 percent of the ore in place, after
which the floor and the ceiling of the mine converge as
subsidence of the overburden occurs.

(13} That said subsidence occurs not only immediately above
the mined-out area, but also outward from said area at a 45-
degree angle to the surface of the ground.
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{14) That any well drilled witihin the aforesaid area of
subsidence would be subjected to scvere stresses as said
subsidence occurs and could be sheared in two.

(15) That if such a well wer= sheared off below the
surface of the ground, and if hydrocarbons were to escape
from saild well into the surrounding formations, there would
be no practicable means of reentering sald well to shut off said
hydrocarbons.,

{16) That such hydrocarbons would constitute a hazard
to the safety of any potash-mining operation in the area.

(17) That to avert such hazard, the evidence indicates
that no primary or secondary mining operations would be con-
ducted closer than 150 feet to any well which produces or has
produced hydrocarbons.

(18) That the evidence further indicates that primary
mining operations would be conducted, but that secondary mining
operations would not be conducted, in an ar<ea outside the 300
foot circle described in Finding No. (17) above, but within a
2800~-foot circle (1400-foot radius) around any well which
produces or has produced hydrocarbons.

(19) That according to the evidence, approximately
1,480,508 tons of ore having a value of $9,947,33% would be
left in the ground in the areas described in Findings No. (17)
and (18) above if a well encountering hydrocarbons were toc be
drilled at the location proposed by the applicant and described
in Finding No. (2) above.

(20) That approximately five years after primarxy and
complete secondary mining operations have been conducted in a
given area, subsidence in that area as well as ou~ward from
that area at a 45-degree angle to the surface ot the ground
will have keen virtually completad, and a well could be safely
drilled without danger of being subjected to the extreme stresses
described in Finding No. (14) above.

(21) That a well could be located at a surface location
approximately 1400 fecet southwest of the southwest corner of
Section 13, Township 23 South, Range 30 East, NMPM, Eddy County,
New Mexico, and drilled vertically to a point beneath the salt
section at which point it could be directionally drilled in a
northeasterly direction to be bottomed in the Morrcrow formation
at a suitable location underlying said Section 13.

(22) That the directional drilling of a well at the
location and in the manner described in Finding HNo. (21) above
would not cause the waste cf potash and would afford the appli-
cant the opportunity to test the Morrow formation underlying
Section 13, Township 23 South, Range 30 East, NMPM.
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(23) That the drilling of a well at the location proposed
by the applicant or at any alternative location in Secticn 13,

- Township 23 South, Range 30 East, UMPM, prior to completion of

. all mining operations in said Section 13, would result in the

" waste of potash as defined in Section 65-3-3 F., NMSA 1953
Conp.

(24) That the application should ke denied.

IT IS THERFFORE ORDERED:

(1) That the application of Phillips Petroleum Company to

" drill a well to test the Morrow formation, the location of which
¢ well would be 560 feet from the South line and 1930 feet from

the West line of Section 13, Township 23 South, Range 30 Cast,

! NMPM, Eddy County, New Mexicc, be and the same is hereby denied.

(2) That jurisdiction of this cause is retained for the
entry of such further orders as the Cormmission may deem neces-
sary.

DONE at Santa Fe, Hew Mexico, on thz day and year herein-
above designated.

STATE OF NEW MEXICO
O?//§ONSERVATION COMMISSION

g; g oo/ o

RU E KING,; Cnairman

P
S e /)%7/"//

;ﬁx %Awmz Member

A. L. PORTER, Jr., Member Sacretary

"SEAL

dr/
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BEFORE THE

OIL CONSERVATIOM COMWMISSION OF NEW MEXIéé

IN THE LATTER OF THE APPLICATION

Of PHILLIPS PETROLEUM COMPANY FOR

A DRILLING PERMIT IN THE POTASH-

OIL AREA, EDDY COUNTY, NEW MEXICO CASE No, 4906

CLOSING STATEMENT
OFf PHILLIPS PETROLEUM COMPANY

This case was heard by the 0il Conservation Commission of
Mew Mexico on Feabruary 21, 1973, on the application of Phillips
Petroleum Company for a drilling permit in the Potash-0il Area,
Eddy County, New Illexico. Phillips, as applicant in the above
case, seeks authority to drill its proposed Dunes-A well teo test
the Morrow formation at a location 660 feet from the South line, and
1980 feet from the Wdst line of Section 13, Township 23 South,
Range 30 East, N.M.P.il., Eddy County, New liexico,

Phillips' proposed location is within the limits of the
Potash~0il Area as defined by New Mexico 0il Conservation Commis-
sion Order No., R-111-A, and classified as lands subject to the
potash leasing provisions of the Mineral Leasing Act of 1920, as
amended, vy Secretary’s Urder No. £563, amended by order of the
Director, November 3, 1971.

The application was protested by International Minerals &
Chemical Corporation, and by Teledyne Potash, and pursuant to the
provisions of Order R-111-A, an arbitration meeting was held in
Roswell, New Mexicc, on January 26, 1973. BRBeing unable to resonlve
the matter at the Roswell meeting, the case was set for hearing
before the 0il Conservation Commiszion, and .eatd in Santa Fe,

New Mexico, on February 21, 1973, at which time International
Minerals and Chemical Corporation appeared and presented testimony.

The lands involved in this dispute are federally owned and

are leased fo» both oil and gas, and for potash, being designated




for multivle use. The Federal regulations which govern the
Potash-0il Area generally provide that no potash operations shall
be conducted that would constitute a hazard to o0il or gas pro-
duction, or that would unreasonably interfere with the orderly
development and production unde.:' any oil or pas lease issued for
the same land., (Secretary's Order, liay 11, 1965)., The same

order further provides that no wells will be drilled for oil or
gas at a location which, in the opinion of the Regional 0il and
Gas Supervisor of the Geological Survey, would result in undue
waste of potash deposits or would constitute a hazard to or unduly

interfere with mining operations being conducted for the extrac-~

tion of potash deposits. (Emphasis supplied.) Thus, basically; the
problem is one governed by the regulations of the Department of
the Interior,

The Commission, in cooperation with the United States Geologi-
cal Survey. has adopted its Order No. R-111-A, and it is this order
under which this hearing was conducted,

The problem is gquite a simple one., Phillips Petroleum Com-~
vany, owner of the oil and gas lease covering the lands involved,
wants to drill and develop the acreage for anticipated gas produc-
tion from the Morrow formation at a depth of approximately i%,300
feat, International linerals and Chemical Corporatior., as owner
of the undeveloped potash lease covering the same lands, objects
to the drilling on the grounds that it will intgrfere with its
future mining of the properties.,

Phillips, through its witnesses, E, M. Gorence, B. C.

Largent, and Joe Woodson, showed that it is ready and willing to
immediately commence a well at the proposed location, complying
in all respects with the provisions of Order No, R-111-A as to
the casing and cementing program For the well, which casing and
cementing program was adopted by the Commission as a means of

protecting the potash deposits in the area,

-2




In contrast, International, throush its Ceneral Superin-
tendent in charge of [faintenance and Sunervision, Charles Childers,
strowed that it had no present plans for the development of the
potash reserves underlying the area, When pressed for a date
when operaticns would commence he would only say that certainly
they would be mining within fifteen years, maybe in ten, and as
a possibility, five years, He admitied, however, that the arcea
had not been included in any five year development plan filed
with the 0il Conservation Commission under the provisions of
Order R-111-A,

Considerable doubt is cast on the testimony of Mr. ~hilders
when it is remembered that he testified that, on the basis of the
core information available, eight cores in some seven sections,
and relying on only one core in the subject section although another
was available, he was ready to commence mining either by digging a
shaft or extending present workings., His own witness, John T,
Boyd, a recognized mining engineer, and consultant, stated he would
not consider mining without further information, probably about

eight cores to the section.

Mr. Childers ignored the information on the one core cbtained
closest to the Phillips proposed location, the Duval D-5-4, bte-
cause the core did not agree with his findings on the presence and
quality of langebenite ore, He did offer the information on this

f particular core when he testified before the Commission in Case
No. #4175, and it should be considered by the Commission in this
proceeding,

Mr. Childers also paid little attention to the information
from his core No. 386, taken in Section 24, southwest of the

| proposed Phillips location, but admitted that the core information
obtained there showed the area to be barren, Coupled with the in-
formation from the Dubal core, the situation at least casts doubt

on lir, Childers conclusions.
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His methods of determining reserves, covering such a large
area far removed from any potash development, was based on scant
information and is of questionable value, At a minimum, it
casts considerable doubt on his testimony that his company is
ready to mine the area on the basis of presently available
information -- a conclusion not even agreed to by his own witness,
ilr. Boyd.

The most crucial matter invoeolved in this case, however, 1is
the element of time. Assuming that International will eventually
mine the section involved, they flatly refused to say when, and
their best estimate ranges up to fifteen years from the present
time. The witness dec¢lined to put any date on mining plans for
his company, and said that he could not do so., He said he did
not know how the area would be mined, whether by a new shaft, or
by extension of present workings. He would give no estimate on

haw long it would take to com the area once 1%
was commenced., In other words, we are completely in the dark as to
when International will occupy the area, how long they will be
there, ard when Phillips could come in after them, if ever,

if potash is to be developed first, mining will possibly start
in fifteen years. Some forty years would have to be allowed as
an estimate for mining operations and pulling of the pillars
after first mining., Then, according to the witnesses, another
five years for subsidence to occur before any driiling operations
could be conducted, Phillips, assuming it could get its lease
suspended, would be looking at sixty years before it could develop
the area for gas production, There could well be no market for
gas at that dave.

There is no certainty that the area will ever be mined. The

only thing we could get from International was that they intended

to mine the area, didn't know when, but didn't want Phillips drilling

before they mined it.

il




On the other hand, Phillips states it is ready to commence
drilling operations immediately at the proposed location. In
addition, while Phillips prefers to drill at this proposed loca-
tion as stated in the application, it is willing to drill at a
lecation 330 feet from the South line and 980 feet from the West
line of Section 13, Township 23 South, Range 30 East, N.M.P.M.,

Eddy County, New Mexico. Further, Mr. Largent offcred considerable
testimony, supported by data from existing Morrow wells both in the
vicinity and in the South Carlsbad PPool, to show that the gas reserves
would be depleted within three to five years, or at a maximum, in
eight years.

Some effort was made to discount this testimony, with figures
on the poorer wells in the area. This testimony did not give weight
%0 the history of the Shell No. 1 James Ranch well, Section 36, T. 22 S.,
R. 30 E., which produced in only four years, a total of 8,083,463 MCF,

as cumpared to an accumulated production of 4,051,264 MCF for the pre-

)

In other words, it is necessary Lo give considera-

en years.
tion to the increasing market demand for gas that has occurred in the last
few years, as evidenced by this and other wells. 7This demand will in-

crease in the future, with lower line pressures to be anticipated as

the damand incceases.

] Thiere was also some testimony to the eftfect that drilling in the
area poses a danger of oas entering the potash mine. No instance of
this ever occurring was cited by the witnesses. With a properly plugged
well, such a danger should be minimal. It is also a risk assumed where
there is multiple use of lands, as is the situaticn here, and not a rea-
son for denying the o0il and gas lease owner the right to driil.

3 It should alsoc be pointed out that the time factor has no bearing on

the potash lease, which has no term, although the government reserves

L the right to reconsider it after twenty years.

Phillips has a right to drill for and develop the oil and gas under-

lying its lease. To postpone this right until some indefinite date many

years in the future would effectively deny Phillips its rights under the

lease.



As has been shown Phillips can develop its acreage, produce its
gas, and plug and abandon its well long before International is ready
on tire basis of any testimony heard at this hcaring, to commence
mining operations. Admittedly Phillips bought its lease subject to
the potash stipulations reqguired by the government. International
likewise purchased its lease subject to the rights of the o0il and gas
lessee.

In considering the equities involved in this situation, considera-
tion should be given to the all-important guestion of time. Which owner
can produce its minerals with the least delay and least damage to the
other, where admittedly both have a right to be there.

The gas can be produced with 1liicis damage to the potash owner.
Mining can commence immediately after the well has been plugged and
abandoned. If the potash owner were ready to commence operations, or
had commenced operations, something might be said for requiring the oil
and gas production to wait. But withh no such operations in sight in
the predictable future, Phillips Petroleum Company should be permitted
to immediately commence its well.

The Commission should further bear in mind that this is Federal
land. No objection has been voiced by the U.S.G.S., to the drilling of
the proposed well.

The test that should be applied by the Commission is the same
one laid down by Federal regulations. Will the well "result in undue
waste of potash deposits or censtitute a hazard to or vaduly interfere
withew4.“ y operations being conducted for the extraction of potash
deposits.”

We submit that there will be no undue wast of potash deposits;
no mining operations are being conducted and Phillips operations will
not interfere with or pose any undue interference with any future
operations.

The application of Phillips Petroleum Company for approval cf its

location for the Dunes-A well should be in all respects approved, ard

—-6-




Phillips should be permitted to drill the well at the proposed site,

Respectfully submitted,
JOE V. PEACOCK

KELLAHIN & FOX

ol Ko,

ATTORNEYS FOR PHILLIPS PETROLEUM CO.

KELLAHIN & FOX
P. O. Box 1769
Santa Fe, New Mexico

cc: Mr. Richard Morris and the
U.5.G.S., Roswell
New Mexico

“'W?' jukalantiin
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In the Matter of the Application of

Phillips Petroleum Cimpany for a

drilling permit in the potash-oil

area, Eddy County, New Mexico. Case No. U906

CLOSING STATEMENT OF INTERNATIONAL
MINERALS & CHEMICAL CORPORATION

By Section 65-3-5 NMSA 1953, the Commission is given juris-
diction not only to effect conservation of oil and gas but
also to prevent "waste of potash as a result of oill or gas
operations", such waste being defined in Section 65-3-3F NMSA
1953 as:

"Drilling or producing operations for il or gas
within any area containing commercial deposits of
potash where such operations would have the effect
unduly to reduce the total gquantity of such com-
mercisl deposits of potash which may reasonably

Le recovered in commercial gquantities or where
such operations would interfere unduly with the
orderly commercial developmenft of such potash
deposits." ,

Pursuant to 1ts statutory Jurisdiction to prevent waste of
potash, the Commission has entered Order No. R-111-A which sets
forth those areas containing proven potash deposits of commer-
cial grades and which prescribes procedures for disposition of
applications to drill for oll and gas 1in those areas.

The application of Phillips Petroleum Company in this case
concerns an area which the Commission, over Phjllips' objection,
previously determined to contaln commercial potash reserves
(Order No. R-111-G, dated August 1, 1969). Although Phillips
was a party te the case in which such determination was made, no
appeal was taken and the Commission's order is final. 1In

addition to being governed by Order No. R-111-A, the lands upon

which Phillips proposes to drill also are included in the
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. diately outside the boundary of R-111-A in the extreme corner

manner as to penetrate beneath the potash deposits in Section

“"Secretary's Area" specified by the Secretary of the Interior
and in the "Known Potash Area" specified by the United States
Geologlical Survey.

With the sole exception of the E1 Paso Natural Gas Company's
Mobll Federal Well No. 1 located in Section 29 of the township
to the east of Phillips' proposed well (concerning which peculiar
circumstances relating to lease explration precluded compliance
with the hearing procedures of Order No. R-111-A), no oil and gas
wells have been drilled within thils pertion of the protested
area defined by Order No. R-111-A. The present application of
Phillips is an attempt to "break" the protection of R-111-A in
this area and to establlsh a precedent under which many addl-
tional wells could be drilled through the potash deposits. That
Phillips 1s primarily interested in establishing this well as a

precedent is amply demonstrated by 1ts refusal to locate imme-

of the NE/4 of Section 23 or to drill directionally from that

surface location to the proposed bottom hole location in such

13.

The potash deposits Jeopardized by Phillips' proposed well
contain langbeinite in commercial quantities and constitute the
heart of the ore body 1in this particular area of IMC's leasehold.i
The langbeinite ore in Eddy County, New Mexico, 1is the only
known commercial sourcé of water-soluble magnesium, which'is
particularly useful in fertilizing citrus crops, and 1is not
competitivé with the sylvanite ores which are produced in Canada
as well a2s in the potash mines of New Mexico. Only two potash
companies (IMC and Duval) mine langbeinite ore whereas sylvanite

ore is mined by all potash companies in New Mexlico and Canada.




In contrast to the proven body of commerciszl langbeinite
ore underlying Sectlon 13, the presence of o0il and gas in
commercial quantities 1s unproven and speculative. Insufficient
data exists to classify the proposed Phillips well as anything
other than a "“wildcat", which 1is the characterization imposed
by PLillips' own witnesses. Phillips presented only the most
general evidence concerning the nature of the gas-bearing
formation it hopes to encounter at its proposed location or the
reserves that could be anticlipated if the formatlon should be
present; however, IMC's witness Scott Hickman, based upon a
detalled study of all area wells, concluded that Pnillips has
a poor chance of making a good well at the proposed location.

Drilling of the proposed Phillips well through the potash
deposit, regardless of the success or failure of the well,
would constitute an undue hazard to the IMC mine and would

result in the waste of commercial potash ore. Although the

"well's chances are poor, if a successful well is made it will f

be productive for many years, and IMC would be required to j
leave a protective plllar of commercial ore, having an estimated
value of approximately $10 Million, surrounding the well bore.
Even if the well i1s not commerclal and has been plugged before
this area 1s mined, the protective pillar may be required in

order to provide complete protection against gas seepage into

‘the mine. The safety hazard, as well as the hazard to propsrty,

"obviously would dictate that the most cautious procedures be

followed.

Denial of the Phillips application is the only way to

"prevent waste of potash deposits, yet denial will not preclude

Phillips from pursuing other alternatives to explore for, to




., develop and to produce whatever o0il and gas reserves may be

f present in this area. Preferably, Phillips could defer drilling

"until mining in Section 13 has been completed. Less preferable

. to IMC, although 1t would be without recourse to prevent 1it,

. would be the drilling of a well in Section 23 or in any other

adjoining area lying outside the boundaries of R-111-A, and
IMC could offer no oppositlion to the directional drilling of a

well from such adjoining lands provided the well did not vene-

- trate the potash deposit under Section 13. The additional
, cost of directional drilliing is more than outweighed by the

. waste of potash that otherwise would occur.

IMC respectfully submits that the application in this case

should be denied.

& T Ve -~ P N N |
NespecdiiusLl.y Supmiveedq,

MATKINS AND MARTIN

By CégédenAL/ 52?? 54%5;““Q“j§<’

P r

MONTGOMERY, FEDERICI, ANDREWS,
HANNAHS AND MORRIS

o Midwed I Aol

Attorneys for International
Minerals & Chemical Corporation

CERTIFICATE OF MAILING

This will certify that a true and correct copy of tne
foregoing Closing Statement of International Minerals & Chemical
Corporation was mailed this SA day of March, 1973 to
Kellahin and Fox, P.0O. Box 1769, Santa Fe, New Mexico, 87501.

W/M




.

Tl

BEFORE THE i
VoA .o . L
OIL CONSERVATION COMMISSION OF NEW Msxkgp‘“”& 18
o L. ..
%H.CON5§RVAUUN COA M
IN THE MATTER OF THE APPLICATION Santa Fo
OF PHILLIPS PETROLEUN COMPARY FOR
A DRILLING PERNMIT IN THZ POTASH-
OIL AREA, EDDY COUNTY, NEW MEXICO CASE No, 4906

CLOSING STATEMENT
OF PHILLIPS PETROLEUM COMPANY

This case was heard by the 0il Conservation Commission of
New Mexico on February 2i, 1973, on the application of Phillips
Petroleum Company for a drilling permit in the Potash-0il Area,

Eddy County, New Mexico. Phillips, as applicant in the above

case, seeks authority to drill its proposed Dunes-A well to test

the Morrow formation at a location 660 feet from the South line, and
1980 feet from the Wdst line of Section 13, Township 23 South,

Range 30 Fast, N M, P }M,,

Phillips* proposed location is within the limits of the
Potash-0il Area as defined by New Mexico 0il Conservation Commis-
sion Order No, R-111-A, and classified as lands subject to the
potash leasing provisions of thne Mineral Leasing Act of 1920, as
amended, by Secretary's Order No, 2563, amended by order of the
Director, November 3, 1971.

The application was protested by International Minerais %
Chemical Corporation, and by Teledyne Potash, and pursuant to the
provisions of Order R-111-A, an arbitration meeting was held in
Roswell, New Mexico, on January 26, 1973. Being unable to resolve
the matter at the Roswell meeting, the case was set for hearing
bvefore the 0il Conservation Commission, and heard in Santa Fe,

New Mexico, on February 21, 1973, at which time International
Minerals and Chemical Corporation appeared and presented testimony.

The lands involved in this dispute are federally owned and

are leased for both o0il and gas, and for potash, teing designated




for multiple use, The Federal repgulations which govern the
Potash-0il Area generally provide that no potash operations shall
be conducted that would constitute a hazard to oil or gas pro-
duction, or that would unreasonadbly interfere with the orderly
development and production under any oil or gas lease issusd for
the sama land., (Secretary's Order, May 11, 1965)., The same

order further provides that no wells will be drilled for oil or
gas at a location which, in the opinion of the Regional 0il and
Gas Supervisor of the Geological Survey, would result in undue
waste o{lpotash deposits or would constitute a hazard to or unduly

interfere with mining operations being conducted for Lhe extrac-

tion of potash deposits. (Emphasis supplied,) Thus, basically, the
problem is one governed by the regulations of the Departiment of
the Interior.

The Commission, in cooperation with the United States Geologi-
cal Survey, has adopted its Order No. R-111-A, and it is this order
under which this hearing was conducted,

The problem is quite a simple one, Phillips Petroleum Com-
pany, owner of the oil and gas lease covering the landé involved,
wants to drill ani develop the acreage for anticipated gas produc-
tion from the Morrow formation at a depth of approximately 14,300
feet. International Minerals and Chemical Corporation, as owner
of the undeveloped potash lease covering the same lands, objects
to the drilling on the grounds that it will interfere with its
future mining of the properties,

Phillips, through its witnesses, E, M. Gorence, B, C,

Largent, and Joz Woodson, showed that it is ready and willing to
immediately commence a well at the proposed.location, compiying
in all respects with the provisions of Order No, R-lli—A as to
the casing and cementidg program for the well,’which casing and
cementing program was adopted by the Commission as a means of

protecting the potash deposits in the area,
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In contrast, International, through its General Superin-
tendent in charge of Maintenance and Supervision, Charles Childers,
showed .hat it had no present plans for the development of the
potash reserves underlying the area, When pressed for a date
when operations would commmence he would only say that certainly
they would be mining within fifteen years, maybe in ten, and as
a possibility, five years, He admitted, however, that the area
had not been included in any five year development plan filnrd-
with the 0il Conservation Commission under the provisions of
Order R-111-A,

Considerable doubt is cast on the testimony of Mr. Childers
when it is remembered that he testified that, on the basis of the
core information available, eight cores in some seven sections,
and relying on only one core in the subject section although another
was available, he was ready to commence mining either by digging a
shaft or extending preéent workings, His own witness, John T,
Boyd, ab}ecognized mining engineer, and consultant, stated he would
not consider mining without further information, probably about
eight cores to the section,

Mr. Childers ignored the information on the one core obtained

closest to the Phillips proposed location, the Duval D-5-A, be-

cause the core did not agree with his findings on the presence and
quality of langebenite ore. He did offer the information on this
particular core when he testified before the Commission in Case
No. 4175, and it should be considered by the Commission in this
proceeding.

Mr, Childers also paid little attention to the information
from his core No. 386, taken in Section 24, southwest of the
proposed Phillips location, but admitted that the core information
b : obtained there showed the area to be barren, Coupled with the in-
formation from the Dubal core, the situation at least casts doubt

on ir, Childers conclusions,
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H's methods of determining rescrves, covering such a large
area far removed from any potash development, was based on scant
information and is of questionable value., At a minimum, it
cas.i considerable doubt on his testimony that his company is
ready to mine the area on the basis of presently available
information ~- a conclusion not even agreed to by his own witness,
VMr. Boyd.

The most crucial matter involved in this case, however, is
the element of time. Assuming that International will eventually
mine the section involved, they flatly refused to say when, and
their best estimate ranges up to fifteen years from the present
time. The witness dec¢lined to put any date on mining plans for
his company, and said that he could not do so. He said he did
not know how the area would be mined, whether by a new shaft, or
by extension of present workings. He would give no estimate on
how long it would take to complete mining in the area once it
was commenced. In other words, we are completely in the dark as to
when International will occupy the area, how long they will be!l
there, and wnen Phillips could come in after them, if ever,

If potash is to be developed first, mining will possibly start
in fifteen years., Some forty years would have to be allowed as
an estimate for mining operations and pulling of the pillars
after first mining. Then, éccording to the witnesses, another
five years for subsidence to occur before any drililing operations
could be conducted., Phillips, assuming it could get its lease
suspended, would be looking at sixty years before it could develop
the area for gas production., There could well be no market for
gas at that date,

There is no certainty that the area will ever be mined. The

only thing we could get from International was that they intended

to mine the'area, didn't know when, but didn‘t want Phillips drilling

before they mined it.




On the other hand, Phillips states it is ready to commence
drilling operations immediately at the proposed location. In
addition, while Phillips prefers to drill at this proposed loca-
tion as stated in the application, it is willing to drill at a
location 330 feet from the South line and 980 feet from the West
line of Section 13, Township 23 South, Range 30 East, N.M.P.M.,
Eddy County, New Mexico. Further, Mr. Largent offered considerable
testimony, supported by data from existing Moxrrow wells both in the
vicinity and in the South Carlsbad Pool, to show that the gas reserves
would be depleted within three to five years, or at a maximum, in
eight years.

Some effort was made to discount this testimony, with figures
on the poorer wells in the area. This testimony did not give weight
to the history of the Shell No. 1 James Ranch well, Section 36, T. 22 S.,
R. 3C E., which produced in only four years, a total of 8,083,463 MCF,
as compared to an accumulated production of 4,051,264 MCF for the pre-
ceeding ten years. lIn other words, it is necessary to give considera-
tion to the increasing market demand for gas that has occurred in the last
few years, as evidenced by this and other wells. This demand will in-
crease in the future, with lower line pressures to be anticipated as
the damand increases.

There was also some testimony to the effect that drilling in the
area poses a danger of gas entering the potash mine. No instance of
this ever occurring was cited by the witnesses. With a properly plugged
well, such a danger should be minimal. It is also a risk assumed where
there is multiple use of lands, as is the situation here, and not a rea-

son for denying the oil and gas lease owner the right to drill.

... It should also be pointed out that the time factor has no bearing on

the potash lease, which has no term, although the government reserves
the right to reconsider it after twenty years.

Phillips has a right to drill for and develop the o0il and gas under-
iying its lease. To postpone this right until some indefinite date many
years in the future would effectively deny Phillips its xights under the

lease.
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As has been shown Phillips can develop its acreage, produce its
gas, and plug and abandon its well long before International is ready
on the basis of any testimeny heard at this hearing, to commence
mining opcrations. Admittedly Phillips bought its lease subject to
the potash stipulations required by the government. International
likewise purchased its lease subject to the rights of the oil and gas
lessee.

In considering the equities involved in this situation, considera-
tion should be given to the ali-important question of time. Which owaer
can produce its minerals with the least delay and least damage to the
other, where admittedly both have a right to be there.

The gas can be produced with little damage to the potash owner.
Mining can commence immediately after the well has been plugged and
abandoned. If the pétash owner were ready to commence operations, or
had commenced operations, something might be said for requiring the oil
and gas production to wait. But with no such operations in sight in
the predictable future, Phillips Petroleum Company should be permitted
to immediately commence its well.

The Commission should further bear in mind that this is Federal
land. No objection has been voiced by the U.S5.G.S. to the drilling of
the proposed well.

The test that should he applied by the Commission is the same
one laid down by Federal regulations. Will the well "result in undue
waste of potash deposits or constitute a hazard io or unduly interfere
with mining operations being conducted for the extraction of potash
deposits.”

We submit that there will be no undue wast of potash deposits;
no mining operations are being conducted and Phillips operations will
not interfere with or pose any undue interference with any future
operations.,

The application cf Phillips Petioleum Company for approval of its

location for the Dunes-A well shiould be in all respects approved, and




Phillips should be permitted to drill the well at the proposed zite.

Respectfully subnitted,

JOE V. PEACOCK

KELLAHIN & FOX

v ol JOAW

ATTORNEYS FOR PHILLIPS PETROLEUM CO.

KELLAHIN & FOX
P. O. Box 1769
Santa Fe, New Mexico

cc: Mr. Richard Morris and the
U.5.G.S., Roswell
New Mexico
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i In the Matter of the Application of

i Phillips Petroleum Company for a

i drilling permit in the potash-oil

f area, Eddy County, New Mexico. Case No. k906

CLOSING STATEMENT OF INTERNATIONAL
MINERALS & CHEMICAL CORPORATION

By Section 65-3-5 NMSA 1953, the Commission is given juris-

diction not only to effect conservation of oil and gas but

also to prevent "waste of potash as a result of oil or gas
operations", such waste being defined in Section 65-3-3F NMSA
1953 as:

"Drilling or producing operations for oll or gas
wilthin any area contalning commercial deposits of
potash where such operations would have the effect
unduly to reduce the total quantity of such com-

! mercial deposits of potash which may reasonably

DAL

be recovered in commercial quantities or where
i such operations would interfere unduly with the

; orderly commercial development of such potash
| deposits.” '

l Pursuant to its statutory Jjurisdiction fto prevent waste of
ipctash, the Commlssion has entered Order No. R-111-A which sets
forth those areas containing proven potash denosits of commer-

i cial grades and which prescribes procedures for disposition of

:;applications to drill for oil and gas in those areas.

: The application of Phillips Petroleum Company 1in this case

%Econcerns an area which the Commission, over Phillips' objection,
%Epreviously determined tc contaln commercial potash reserves

| (Order No. R-111-G, dated August 1, 1969). Although Phillips
igwas a party to the case in which such determination was made, no
E;appeal was taken and the Commission's order is final. In

%;addition to being governed by Order No. R-111-A, the lands upon

%which Phillips proposes to drill also are included in the




“"Secretary's Area" specified by the Secretary of the Interior
and in the "Known Potash Area” specifled by the United States
Geological Survey.

With the sole exceptlon of the El Paso Natural Gas Company's

. Mobil Federal Well No. 1 located in Section 29 of the township

to the east of Phillips' proposed well (concerning which peculiar
circumstances relating to lease expliration precluded compliance
with the hearing procedures of Order No. R-111-A), no oil and gas
wells have been drilled within this portion of the protected
area defined by Order No. R-111-A. The present application of
Phillips is an attempt to "break" the protection of R-111-A in
this area and teo establish a precedent under which many addi-
tional wells could be drilled through the potash deposits. That
Phillips is primarily interested in establishing this well as a
precedent 1ls amply demonstrated by 1its refusal to locate imme -~
diately outside the boundary of R-111-A in the extreme corner

of the NE/4 of Section 23 or to drill directionally from that
surface leccation to the proposed bottom hole location in such
ménner as to penetrate beneath the potash deposits 1n Sectlion

13.

The potash deposits Jeopardized by Phillips' proposed well
contain langbeinite in commercial quantities and constitute the
heart of the ore body in this particular area of IMC's leasehold.
The langbeinite ore in Eddy County, New Mexico, is the only
known commercial source of water-soluble magnesium, which is
particularly useful in fertilizing citrus crops, and is not
competitive with the sylvanite ores which are produced in Canada
2s well as in the potash minés of New Mexico. Only two potash
companies (IMC and Duval) mine langbeinite ore whereas sylvanite

ore is mined by all potash companies Ain New Mexico and Canada.
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In contrast to the proven body of commercial langbeinite

ore underlying Sectlon 13, the presence of il and gas in

commercial quantities 1s unproven and speculative. Insufficient
' data exists to classify the proposed Phillips well as anything

t

Eother than a "wildcat", which 1s the characterization imposed
g-by Phillips' own witnesses. Philllps presented only the most
general evidence concerning the nature of the gas~-bearing
formation it hopes to encounter at its r»roposed locaticn or the
reserves that cpuld be anticipated 1f the formation should be
present; however, IMC's witness Scott Hickman, based upon a
detalled study of all area wells, concluded that Phillips has
a poor chance of making a good well at the proposed location.
Drilling of the proposed Phillips well through the potash

{ deposit, regardless of the success or faliure of the well,

would constltute an undue hazard to the IMC mine and would

i result in the waste of commercial potash ore. Although the
‘well's chances are poor, if a successful weil is made it will
be productive for many years, and IMC would be required to

leave a protective pillar of commercial ore, having an estimated

value of approximately $10 Million, surrounding the well bore.

H
i

i Even if the well 1s not commercial and has been plugged before

1
|
1

chis_area 1s mined, the protective pillar may be required in

ciorder to provide complete protebtion againsi gas seepage Into

fthe mine. The safety hazard, as well as the hazard to property,

thviously would dictate that the most cautious procedures be

[t
g?followed.

Denlial of the Phillips application is the only way to
Eprevent waste of potash deposits, yet denial will not preclude

: Phillips from pursuing other alternatives to explore for, to

it
1
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develop and to produce whateyer oll and gas reserves may be
present in this area. Preferably, Phillips could defer drilling
until mining in Sectlon 13 has been completed. Less preferabple
to IMC, although it would be without recourse to prevent 1it,
would be the drilling of a well 1n Section 23 or in any other
adjoining area lylng outside the boundaries of R-111-A, and
IMC could offer nc opposition to the directional drilling of a
well from such adjoining lands provided the well did not pene-
trate the potash deposit under Section 13. The additional
cost of directional drilling is more than outwelghed by the
waste of potash that otherwise would occur.
IMC respectfully submits that the application in this case

should be denled.

Respectfully submitted,

MATKINS AND MARTIN

o o A Dty

MONTGOMERY, FEDERICI, ANDREWS,
HANNAHS AND MORRIS

By%% /wv/// ﬂ/ %""‘4——1

Attorneys for International
Minerals & Chemical Corporatiocn

CERTIFICATE OF MAILING

This will certify that a true and correct copy of the
foregoing Closing Statement of International Minerals & Chemical
Corporation was mailed this S day of March, 1973 to
Kellahin and Fox, P.0. Box 1769, Santa Fe, New Mexico, 87501.
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BEFORE THE NEW MEXICO OIL CONSERVATION COMMINSToN

In the Matter of the Application of

' Phillips Petroleum Company for a

drlilling permit in the potash-oil

. area, Eddy County, New Mexico. Case No. 4906

CLOSING STATEMENT OF INTERNATIONAL
MINERALS & CHEMICAL CORPORATION

By Section 65-3-5 NMSA 1953, the Commission 1s given juris-
dictiosn not only to effect consérvation of oil and gas but
also to prevent "waste of potash as a result of oil or gas
opevations", sueil waste being defined in Section 65-3-3F NMSA
1953 as:

"Drilling or producing operations for oll or gas
within any area containing commercial deposlits of
| potash where such operations would have the effect
; unduly to reduce the total quantlity of such com-
mer¢cial deposits of potash which may reasonably

be recovered in commercial quantities or where
such operations would interfere unduly with the
orderly commercial development of such potash
deposits."” ’

Pursuant to 1tr statutory Jjurisdiction to prevent waste of

‘potash, the Commission has entered Order No. R-111-A which sets

i

{ forth those areas containing proven potash deposits of commer-
i
{ cial grades and which prescribes procedures for disposition of
i
i aprlications to drill for oil and gas in those areas.

The application of Fhillips Petroleum Company in thls case

. concerns an area which the Commission, over Phillips' objecticn,

i

%previously determined to contain commercial potash reserves
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(Order No. R-111-G, dated August 1, 1969). Although Phillips

i was a party to the case in which such determination was made, no
. appeal was taken and the Commission's order is final. In

' addition to being governed by Order No. R-111-A, the lands upon

ﬁwhich Phillips proposes to drill also are included in the
i

i
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; “Secretary's Area" specified by the Secretary of the Interior

and in the "Known Potash Area" specified by the United States
Geological Survey.

With the sole exception of the El Paso Natural Gas Company's
Mobil Federal Well No. 1 located in Sectlon 29 of the township
to the east of Philllips' proposed well (concerning which peculiar
circumstances relating to lease expiration precluded compliance
with the hearing procedures of Order No. R-111-A), no oil and gas
wells have been drilled within this portion of the protected
area defined by Order No. R-111-A. The present apnplication of
Phillips is an attempt to "break" the protection of R-111-A in
this'area and to establish a precedent under which many addi-
tional wells could be drilled through the potash deposits. That
Phillips is primarily interested in establishing this well as a
pPrecedent 1s amply demonstrated by 1ts refusal to locate imme-
diately outside the boundary of R-111-A in the extreme corner
of the NE/4 of Section 23 or to drill directionally from that
surface location to the proposed bottom hole location in such
manner as to penetrate bensath the potash deposits in Section
13.

The potash deposits jJeopardized by Phillips' proposed well
contain langbelnite iIn commercial quantities and constitute the
heart of the ore body in this particular area of IMC's leasehold.
The langbelnite ore in Eddy County, New Mexico, is the only
known commercial source of water-soluble magnesium, which 1s
particularly useful in fertilizing citrus crops, and 1s not
competitive with the sylvanite ores which are produced in Canada
as well as in the potash mines of New Mexico. Only two potash
companies (IMC and Duval) mine langbeinite ore whereas sylvanite

ore 1s mined by all potash companles in New Mexico and Canada.
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In contrast to the proven body of commercial langbeinite
ore underlying Section 13, the presence of 0il and gas 1in
commercial guantities 1is unproven and speculative. Insufficient
data exists to classify the proposed Phillips well as anything
other than a "wildcat", which is the characterization imposed
by Phillips' own witnesses. Phillips presented only the most
general evidence concerning the nature of the gas-bearing
formation it hopes to encounter at its proposed location or the
reserves that could be anticipated if the formation should be
present; however, IMC's witness Scott Hickman, based upon a
detailed study of all area wells, concluded that Phillips has
a poor chance of making a good well at the proposed location.

Drilling of the proposed Phillips well through the potash

! deposit, regardless of the success or failure of the well,
i would constitute an undue hazard to the IMC mline and would

. result in the waste of commercial potash ore. Although the

well's chances are poor, if a successful well 1s made it will
be productive for many years, and IMC would be required to
leave a protective pillar of commerclal ore, having an estimated

value of approximately $10 Million, surrounding the well bore.

1Even if the well is not commercial and has been plugged before

this area is mined, the protective pillar may be required in

torder to provide complete protection agalinst gas seepage into

the mine. The safety nazard, as well as the hazard to property,

obviously would dictate that the mest cautious procedures be

%ifollowed.

Denial of the Phillips applicatlion 1s the only way to

;prevent waste of potash deposits, yet denial will not preclude
|

¢« Pnillips from pursuling other alternatives to explore for, to
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develop and to produce whatever oill and gas reserves may be
present in this area. Preferably, Phillips could defer drilling
until mining in Section 13 has been completed. Less preferable
to IMC, although it would be without recourse to prevent it,
would te the drilling of a well in Section 23 or in any other
adjoining area lylng outside the boundaries of R-111-A, and
IMC could offer no opposition to the directional drilling of a
well from such adjeining lands provided the well dld not pene-
trate the potash deposit under Section 13. The additional
cost of directional dArilling is more than outweighed by the
waste of potash that otherwise would occur.

IMC respectfully submits that the application in this case
should be denied.

Respectfully submitted.

MATKINS AND MARTIN
By £2%Za»oagf &4?? 4?%d5352;g(/
V7 grey .

MONTGOMERY, FEDERICI, ANDREWS,
HANNAHS AND MORRIS

By %%M.//;ﬂ/ //W"L-w

Attorneys for International
Minerals & Chemical Corporation

CERTIFICATE OF MAILING

This will certify that a true and correct copy of the
foregoing Closing Statement of International Minerals & Chemical
Corporation was mailed this S A  day of March, 1973 to
Kellahin and Fox, P.O. Box 1769, Santa Fe, New Mexico, 87501.
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