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STATE OF NEW MEXICO
ENERGY. MINERALS AND NATUR.AL RESOURCESDEPT.

0 I'L. CONSERVATION <:CWMI 55ION

IN THE MATTER OF THE HI;ARING
CALLED BY THE Oil CONSERVATION
COMMISSIONOF NEWMEXICOFOR
THE PURPOSEOF CONSIDERING:

CASE NO.9 3 16
Order No. R-111-P

APPLICATION OF THE OIL.'CONSERVATION
DIVISION UPON ITS aNN MOTION TO
REVISE,ORDERR-111, AS:AMENDED, PEFITAINING
TO T}fE POTASHAREAS OF, eODY AND LEJ~
COUNTIES, NEWMEXICO. :

ORDEROF THE Ct\\fAI S5 ION -...-

BY THE COMMISSION:

,,~,'~....
::.-j ''f

This cause came on for hel~ing at 9:00 a.m. on
February 18. 1988, at ',Santa Fe,. Nllw Mexico, before the 011
Conservation Comnlssionof New'Mex:lco,hereinafterreferred to
as the "Comnlsslon."

NOW. on this 21St day of J'prll. 1988, the Cornnlssion.
a quorum being present, having considered the testimony
presented and the exhibits ,eceived at said hearing, and being
fut Iy advised in the preml,es.

FINDS THAT:

(1) DUI public notice having been given as requiredby
law, the Comnlssion has jurisdiction of this cause and the
sub j ec t maUer thereo f:.

(2) Orde,. R-111~A was entered July 1Q, 1955, and since
that time no am.ndm.n~s have been entered, except amendments
to Exhibit "An attach~d thereto, despite significant advances
In dr IIII ng techno logy' and prac t i cln.

(3) Opera t Ion under Order R..11 1-A ha s become v I r tua,11 y
unworkable because af 1) the lack of tolerance on the part 0'
both 01 Ilgls and potash Industries In r.gardlng the activities
~f the other IndustrY'in area. whflre leasthold interests are
overlapping and 2} cD~fusion recording the boundariesof the

"known Patash Leasing Are,a (KPLA) established by th'e U.S.
Bureau of Land Mana9~m.nt (BLM) and, the R-111-A area as
amended by Orders R-11'I-B through O., .
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(4) The then Director of the OJ I Conservation Division
COCO) by memorandum dated Marc!"; 21, 1986 convened a study
commi ttee of volunteer representatives from the oi I and potash
industries and othe~ interested parties.

(S) The conmi t tee met Ma~' 29, September 25-26. and
November 13-14 (fie I'd trip) in 1986 and on March 19,1987.

(6] 'By corrrni ttee agreement a work co","; t tee was formed
from the larger conmittee c:onsi!:ting of three members and one
alternate from each, industry and this work eonrnittee was
chaired by the OeD Chie' Petrol~um Engineer and charged with
the responsibility to develop proposed amendments to Order
R-l11-A. I t met on Apri I 30, May 1, July 23-2~ and
November 23, 1987.

(7) Each meeting of the wc)rk eonmittee was held in the
presence of representatives 'of hoth BLM and oeD; and at its
final meeting November 23, 1987 an agreement was reached and
signed by the committee members present, which agreement is
attached hereto as Exhlbl t I.IB"" for the purpose of providing
background info rma t IJon and acknow Iedg In9 the cancen"sus reached
by representatives of the 01 I a:nd Cas and Potash industries ,,<>:
relating to the mult,iple use of resources in the potash area '",..'

(8) Exhibit liB" is regarcled by the Corrmission as a
report of both the work committee and the ful f study committee
since a drart copy: of a near", Identical agreement was
furnishedto each member of the study committee for comment,
and comnents received thereon were addressed at the final
mee t ing . '

'(9) The agreet!"ent repreStmts a compromise by both
industries, the potash operators relinquishing lower grade

marginal or unecono~ic ore deposits in order to more fully
protect their high.r grade are deposits; and the oil/gas
operators receiving, suc:h lands containing sub-economic ore
deposlts'as prospective dr; II-sites.

(10) The 011 ~nd Cas Act, 70-2-] F NMSA 1978,declares
as waste "drill ing Dr producing operations for 01 I or gas
within any area cont,alning commercial deposi ts of potash where
such operations woufd have the effect unduly to reduce the
to ta I quant I ty 0 f su:ch corrmerc:Ia I depos' LS 0 f potash wh i ch may
reasonably be recoverlitd-.. or ~,here such operations would
Interfere unduly wi ~h the, orderly camnereial development of
such potash depo5it~".

(11) The 011 and Gas Act in 70..2.12 S( !7} empowers tt- ":'~-':
Divis"ion "to regulate and" where necessary. prohibit dri II if,::,":""
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or J:lroducing operations for oil and gas" in areas which would
cause waste as described in 70.2-3 F.

(12) The repar t 0 f the wOll"k cornni t tee presents a
reasonableprocess 'or determiningwhere we I Is for oi , and gas
would cause waste of potash and the pertinent portions of said
report should be contained in the order a's a reasonable
process for prohibiting oi I and gas dri I I in9 in such areas in
the absence of substantial evidence that waste of potash as
described by the stat~te would not result.

(13) Release of methane inta potash mine workin'gs' would
endanger the I ives of 'miners and would render further m,jning
activities uneconomic because of the additional, and more
expensive safety requi.rements which would be imposed by the
Mine Safety and Health Administration (MSHA) of the U.S.
Department of L,bor.

, ..
.'., .. ',",

.;'..,;' ;;/

(14) Salt and potash deposit!5 are essentially non-porous
and Impermeable but ar, Int8r-bedd~d with clay seams which. in
an undisturbed state are porous but of extremely low
permeab I , I ty.

(15) Primary mining activit)' creates minor localized
disturbance but seconqary mining '~ause!l subsidence of the
overburden the effectl of which tend to expand beyond the
mined oot area a distance approxlmntely equal to the depth of
the mined area. '

(16) During the drilling of wells for oil and gas.
measures should b. tak.n to protect the salt.pratection casing
from Intlrnal pressur.s greater than the designed burst
resistan08 plus a safety factor so as to prevent any possible
entry of methane into the salt and potash interval.

(17) A proposed revision of Clrder R-1"-Awas presented
at the htarlng and, cOrm:lents were reeeived thereon both orally
at the hlarlng and In writing sub,e.qulnt to the hearing. the
record being held ope~ for two wueks subsequent to the
hl.ring,as announced by the Chairmin.

(18) Testimony and c:orrments both In support and In
opposition to the proposed revision of the order were received
at thl hearing and subsequent thereto, some pointing out that
the number of oi I or gas wells whll~h 'c,ould be dr" led under
the terms of ~he cOfTlTlj,ttee report would be reduced but no
c:omnents addressed the possible waste of potash as a result of
additional drilling. :

:.,'
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('19) One member of the wcrk conmittee from the potash
industry testified ,the proposed revision of Order R-111-A
failed to prohibit drilling in the contnercial ore areas and
was therefore contrary to the work co","i ttee report and the
0 i I and Gas Ac t .

(20) The Conm:ission cannot abdicate its discretion to
consider appl icatio~s to drl II as exceptions to its rules and
orders but in the :interest of preventing waste of potash
should deny any appl icatlon to dri I I i,n ccrrmercial pota,sh
areas as reconmended in the work COl11'l1lttee report.' unless a
clear demonstration:is made thaI' comnercial potash will not be
wasted unduly as a result of th~ drl I I ing of the wel I.

(21) Confusion can be reduced and efficiencies can be
obtained'bymaking ihe ~rea c:ov~red by Order R-111 coterminous
wi th the KPLA as determined by the BLM, and tl,e area should be
expanded and contrCjcted by the regu'lar pool nomenclature
procedure rather than by sepai"ate hearings and further
revisions of Order R-111.

(22) Expansiq" of the R-111 area to coincide with the ..,~;:,

KPLA wi II bring under the purview of this order areas wher~ %;~
potash Is either a~5ent or. nOf'\,-c:olm1erCial and such areas
should be granted ',less stringl!nt c:asing, cementing and
plugging requirements, at the discretion of the OCD district
supervisor.

(23) The proposed revision of Order R-11'-A wi II permi t
the drilling of wel;ts for o'il or gas in areas previously not
avai lable for such drl I I In9 and wi I I pr,v&nt waste of potash,
and further, wi II s.erve to reduc:e c:onr"' ,ion and uncertainty in
the c:onduc:t of operations by both tt'-e potash and oi IIgas
industries, all to the benefit clf the state and Its citizens.

I TIS THEREFORE ORDERED TH,'.T:. , ---
This orde~ sha1 I be known as The Rules and Regulations

Coverning the Explo,rat ion alld Development of Oi I arid Gas in
Certain Areas Heretn Defined, Which Are Known To Con~aln,
Potash Reserves. '

A. OBJECTIVE-----
The objective :of these Rules and Regulations is to

prevent waste, prot,ect correlal:lve r'ights, assure maximU,m
conserva t ion 0 f the' 0 ii, gas and po tash resources' 0 f New
Mexico, and permi t : the economic: recovery of oi I, gas and
pot~sh minerals in the area her~lnafter defin~~.

i',<,"
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B. THE f"OTASIIAREA-----....------
(1) The PQtash Area. c15 described in Exhibi t A

attachedhereto and m~de a part h~reof. represents the area in
various parts of which potash mining operations are now in
progress. or in which' core tests indicate corrmercial potash
reserves. Such a rea, i 5 co term I nnus with t he ,Known Po t ash
~ea5in9,Area (KPLA) as determined by the U.S. Bureau of Land
Management (BLM). '

( 2 ) The Pot ash. Are a, a 5 d8SCrib edin Exh ibit IIA"
may be revised by the 'Division after due notice and hear,ing at
the regular pool nom~nclatu,.e hei!lrlngs. to reflect changes
made by BUM In its KP~.

c. DRILLINCIN THE POTA.SHAREA--~--------_._----

;'~:;~t:~)

(1) AI r dr,tl r In9 of 01 I and gas wet Is in the Potash
Area shall be su~ject 'to these Rules and Regulations.

(2) No w~1 ~5 shall'be dril fed ror oi 1 or gas at a
IDca t Ion wh Ich, In the op in i on 0 f the DIvis i on 0 r its du Iy
authorized representa~ive.' would result in undue waste of
potash deposit. or ~o~stltute a h~zard to Dr interfere unduly
with mining of potash;deposlts.

No mining operations shall be conducted in the
Potash Area that would, In the api'nion of the Division or its
duly authorized representative. constitute a hazard to oi I or
gas production, or that would unrnasonably Interfere wl,th the
orderly development and production from any oi I or gas pool.

(3) Upon cnscovery of oil or gas in the Potash
Area. the Oil Conservatlon'DlvislCln may promulgate pool rules
for the a"ected area ;after due natice and hearing in order to
addr... cond I t i on. no t fu II y covered hy lhese ru Ios Zlnd the
gen.r.' rule..

;,:,

(II) The Oivlslon's. District Supervisor may waive
th., requlr.",.nts of Sltctlons D and F which are more rigorous
than the general rules upon satisfactory showing that a
locltion Is outside the Life of Mine Reserves (LMR) and
surrounding buffer zo~e as defined hereinbelow and that no
comnerclal potash resqurces wi II be unduly diminished.

(5) All en~ounters wi th flanmable gas, i"eludlng
hydrogen sulfide,during drl I 1,lng operationsshal I be reported
inmedlately to the appropriate oce. District office followed by
a written report of s~m..

:,
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D. DRIL~ING AND CASING PROGRAM~-------_.._------
(1 J For ;the purpose of the regulations and the

dr; I I ing of we I Is fpr oi I and gas. shal low and deep zones are
defined as follows:;

( a) The sha I low zone sha I line I ude aI I

formations above the base of the Delaware Mountain Group or,
above a depth of 5,000 feet, whichever is lesser.

(b) :The deep ZOl1e shall include al I rorma'tions
below the base of ~he Delaware Mountain Group or, below a
depth of 5,000 feet~ whichever is lesser.

(c) : For the purpose of Identification, the
base of the Delaware Mountain Croup is hereby 1dentified as
the geophysical log marker found at a depth of 7'105 feet in
the Richardson and' Bass No.1 Radke well in Section 27,
TownshIp 20 South,' Range 31 Eiut, NMPM, Eddy County, New
Mexico. :

( 2) ~!~e~Cas!ns~t~ins:
rX'\,.,

(a): A surface casing string of new or used c :~~":,~:
field casing in go()d condition shall be set in the "Red Bed'
section of the basal Rustler formation immediately above the
salt section. or i:n the anhydrite at the top of the salt
section, as determined necessary by the r~gu'atory
representa t ive. approv in9 the dr ill i n9 opera t ions, and the
cement ihal I be circulated to the surface.

(b). Cement shal I be al lowed to stand a minimum
of twelve (12) hours under prl!!i!llre and a total of twenty-four
(24) hours before ~ri I I ing the plug or initiatingtests.

(c)' Casing and w~~er-shut-off tests shal I be
mode both before and after dri Iling the plug and below the
casing seat as foltows:

( i ) If rc'tary too I s are used, the mud
shall be :::tisplaced with water and a
hydrau lie pressure of 51 x hundred (600)

. pounds per square Inch shal' be applied.
If a drop of one hundred, (100) pounds per
square inch or more should occur within
thirty (30) minutes. corrective measures
shal I be appl ied.

(ii) If c:able tools are used, Ule mud":..."
sha II be ba i I ad (rom the 110Ie, and if;'"
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hole does not remain dry for a reriod of
one hour, corree t ive measures sMa II be
app lied.

(d) The above requirements for the surface
casing string shal I be appl icable to both the sMa I tow and deep
iones.

( 3 ) ~.! r.a! elli~l!:l!li:
(a) A: salt protection string of new or used

01 I fle'd casing in good conditlo~ shal I be set not les5 than
one hundred (100) feet nor more than six hundred (600) feet
below the base of the:salt sectiofl; provided that'such string
shal I not be set belo~ the top of the highest known oi I or gas
zone. With prIor approval of the OCD District Supervisor the
well bore may be deviiHed rrum the vertical ~fter cumpletely
penetrating Marker Beq No. 126 (U$CiSJ but that section of the:,
casing set in the de~lated portion of the wel Ibore shall be
centralized at each iqint.

'~~'~;,:r::~

(b) T;he salt protection string shall
cemented, as follows::

be

( , ) For we II 5 dr i II ed to the sha I low
zone. the string may be cemented with a
nqmlnal volume of cement for testing
purposes only,. If the exploratory test
w.11 Is compl'l!ted as a productive well,
tt:le string stlal I be re-cemented wi th
sijfficient celnent to fill the annular
space back nf the pipe from the top of the
first cementlr'g to the surface or to the
bqttom of the cellar, or may be cut and
pulled If the production string Is
~';ltIcmtnd tn fhr ~ltrrf1c:n i1!,; r,,'uvirlccl In
st;.Ib-sectlon U (S)(a)(l)below.

e j I) , For wells dri lied to the 'deep zone,
l~e string n~st be cemented wi th
sufficient cel'nent to fill the annular
space back of the pipe from the casing
sea t to the sur face or to the bo t tom 0 r
the cellar. '

( c ) 'f the: cement fa i '.~ tor each the sur faceo r the
bottom of the cellar,; where required, the top of the cement
shall be located by ai temperature, g8nm. ray or nther survey
and addi tional c:ement,ing sh.all b.1 done unti I the cement is

brought to the point tequired.
. ,
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(d) ;
shall be saturated
penetrated and witM
of calcium chlorjd~

The fluid used to mix with the cemen~
wit h the 5a Its Corrmon tot he z 0ne s
suitable proportions but not less than 1%
by weight of cement. , (

(e) i Cement shal I be al lowed to stand a minimum
of twelve (12) hour:s under pre~isure and a total of twer'lty-four
(21J) hours before drilling the plug or initiating tests.

(f)iCasing test~ shal I be made both before and
after drilling the':plug and below the casing seat, qS follows:

: (i) I fro tar y too I s are use d , the mud
i shall be displaced with water and a
! hydraul ie pressure of one thousand (1000)
i pounds per square inch shal I be appl led.

I f a d~op of one hundred (100) pounds per
s qua rei nc h a r mo res h 0 u Idoc cur wit h i n
t h i r t y (3 0) mi nut e 5, cor r e c t i ve me a 5Ures
ShDI I be appl ied.

(ii) If. (:able tools
shal I be bailed from
hole does not remain
one hour, corrective
a pp lied.

(9); The C"ivision. or its duly authorized
representative. mijiV require the use of central izcrs 0" the
sa I t protectionsCring when in their judgment the use of such
centrali~ers woul~ offer further protection to the salt
section. ;

are used, the mud
the hole and i f th~,-
dry for a pe r i ad ri<-;~~',,~:~
measures sha II b.

(h' Befor$ dri I I ing the plug a dri I I ing spool
instal led below the bottom blowout preventer or the we I Ihead
casing outlet shaf I be equipp,ed wi th " rupture disc t'lr other

. automatic pressur,-rel ief device set at 80% of the API-rated
,burst pressure of: new cas'ing 01" 6°' of the API-rated burst
pressure of used casing. The disc or rei ief.device should be
connected to the jrig chokfl! rnt1ni fold systp.m 50 thltt any flow
can be controlleq away from the rig. The di~r: or rei ief
device shall rema:in installed as long as drilling activities
continue in the ~ell until the intermediate or produc.tion
casing is run and: cemented.

(i) The abov,e requirements for the salt
protection string! shall be applicable to both tf1e sl1f.1llow and
deep zones excep- for sub-section 0 {3J (b) (i) and (ii)
above. ; ".

";.:'.'"
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( 4) In~!rm~9 L!1!2.!!.~5!:

ea} / ~ dr III i ng we II s to the deep zone for 0 i I
or gas, the oper.a tor; sha II ha"e the opt ion 0 f runn ing an
intermediate string of pipe. unle15 the Division requires an
Intermediate string b~ run.

(b) C~mentin9 procedures and casing tests for
the intermediate stri~g shal I be the same as provided under
sub-sections D (3) (e), (8) and (f) for the salt protection
string. ! '

(5 ) ProdY~~12n Strlns:

(a) Aiproduction string shal I be set on top or
through the a i I or 9Q5 pay zone and sha II be cemented as
fof lows:

.
(i) For we I 15 drilled to the aha I low zone
t~e production string shal I be cemented to
the surface If' the salt protection string

w.s cemented "n/v wi th a nominal volume
(qr tel t i n9 purposes, In wh i ch case the
5ciI t pro t ec t fCJn 5 t r In9 can be cut and
P4/1ed before the production string is
c~mented; pro./lded, that I f the sa I t
pr,otection stl-Ing was cemented to the,
""r face, the "roduc tion 5tring sha I I be
c~mented with a volume adequate to protect
Hie pay zone and the ca 5 j ng above sueh
zone.

, ".~~~,\
~.':':' 'J!L"

(I,i) For wells dri lIed to the deep lUrlC,
the product/orl string shall be cemented
wlith a volume adequate to protect the pay
zQne and the cas ing above sl.lch zone:
p~ovided, that I f no inter",edlate string
5",a II have be«m run and cemen ted to the
syrface. the ')roduction string shall be
c,.mented to the surface.

(b) C~menting procedures and casing tests f~r
the production string: shal t be the same as provided under
sub-section D (3) (e!!, (f!) Dnd en tor the salt protection
string: however if high pressure oil or gas production is
discovered In an are,. the Olvi~llon may promulgate the
necessary rules to pr_vftnt the charging of the salt section.

,,'.
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e. DRILLIN.G FLUID FOR SALT SECTION~------------------------
The fluid Jsed whi Ie dr; Iring the s~1t section shal I

consist of water. to,which has b~en added sufficient salts of
a character cornnon ~o the zone penetrated to completely
saturate the mixture~ Other admixtures may be added to the
fluid by the operatqr in overcoming any speci fie: problem.
This requirement is spee:i fical Iy intended to prevent enlargp.d
d r i I I ho I es . '

F. PI.UCGINGAND ABANOCiNMENT OF WELLS---r '-----------
(1) All wells heretofore and hereafter drilled

within the Potash Ar~a shal I be plugged in a manner and in
accordance with the 'general rules or field rules pstabl ished
by the Division that;wi II p,.ovidl~ a sol id .cement plug through
the salt section an~ any water-bearing horizon and prevent
'iquids or gases fro,m enter.ing the hole above or below the
salt section. :

(2) The fluid used to mix the cement shal I be
.saturated with the 5~rts COrT1T10nto the stilt section penetrated,..
and with suitable p~oportions but not more than three (3) t.:{)
percent of calcium !chloride by weight of cement being ~'~:-'

considered the desir~d mixture whenever possible.

C. DESIGNATION OF DRILLABLE LOCATION FOR WEllS---~------_._------------------------
( a) : Wit h inn i n j~ty ( 90 ) day 5 f0 Ilow ing

effective date of this Order and annually thereafter by.
January 31 if ,.evls~d, each poti!lsh lessEllp.. without reg..rc1 to

'whether the lease covers State ':2r Federal lands, shaJ I fi Ie
with the District Menage", BLM, and the State Land' Office
(SLO), a designiltior; of the ponsh deposits considered by the
potash lesse. to be: its life-of-mlne reserves ("LMR"), For
pu-r,pose, 0' this "~reement, "Iife-of-mine reserves" means
those potash deposi~ts within the Potash Area reasonably
bel'eved by the potash lessee to contain potash ore in
sufficient thickness ~nd grade to be mineable using current
day mining methods,! equipment <Ind techn~logy. Information
used bV the potash;lessee in identifying'its L\U~ shall be
filed wfth the BUM ~nrl SLO but wi II be considered privi leged
and c:onfidenti;tl nitritcil! ,:pc:rets and cnnmftrcial. . .
.informatiun" within the meal1il'lg of 113 C.F.R.§2.I.3(c)tI,)
(1986), Section 19.'-2.1 NMSA n178, and not subject to public
disclosure.

(b) :ALltl1"rized officers of tile 8LM and SLO ,"<':",

shall review the iniformutio"submi tted by each I'ntCl~h lesset:: ,""

,
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. .
in support of its ~ designation on their respecti~e lands
and verify upon ,request, that the data used by the potash
lessee in establ ishi;ng the boundaries of its LMR is consistent
wi th data avai lab Ie: to the BLM clnd SLO. Any disputes between
the BLM and potash: lessee con(:erning the boundary of a
des igna ted LMR sha iii be reso Ived In accordance with the
Department of Inter)or's Hearings and Appeals Procedures. q3
C.F.R. Part 4 (1986}.

(c) :A potash le:ssee may amend its designated
~R by filing a revised deslgn'i.tion with the BLM and SLO
accompanied by the i:nfo"matfon referred to in Section A above.
Such amendments must be 'iled by January 31 next fol lowing the
da te the add i t i ana I ,:da ta becomes ava i ,Iab Ie.

:;~~~/ ' ..~!t

Cd) :Authorlzed 4,rficer~ nf tho RLM and SLO
shall conmlt the cle~lgnated LMlt uf each polenh lessee tu a.
map(s) of suitable .cale and thqreafter revise the map(sJ as
necessary to reflec~ the latest amendments to any designated
LMRs. Thes.~ maps ishalf be c!)nsldered prrvileged and
confidential', and exempt from disclosure under q3 C.F.R. Part 2
and '19..1-2.1 NMSA;1978, and will be used only for the
purposes set -'forth I:n thil Order.

(e) ;1he foregoing 'procedure can be modified by
pol icy changes wi thl:n the BLM and State Land Office.

(2) Be fo~e conmenc i n9 dr'lll i ng opera t Inns for 0 i I
or gas on any land.!within the Potash Area. the wel I operator
shall prepare a map or plat showing the location of the
proposed well. Si.11d imap, or pia t to accompany eaeh copy 0 f the
Not ice of 'ntent Ion i to D"I". In addl t fon to the nwnber of
copies required by the Division, the well operator shal I send
one copy by registeredmall to each potash operator holding
potash leases wi thi(, a radius 0" one mi Ie of the p'roposed
well, 'al reflected ~y the plats subrnl tted under paragraph I
(2). The wel I oper~ tor sha,ll furn Ish proo f a f the fae t tha t
said potash operator,s were notifiedby registered mail of his
Intent by attachl.ng :return receipt to the copies. of the Notice
of Intention to Drl'il and plats furnished the Division.

(]) D"i II:ing appf icatlons on federal lands will be
processed for appro,~al by SLM. Appl ications on state or
patented landS wi r 1 :be processed by the Division and, in the
case of state landt:, In collab4)rat ion wi th the SLOe The
Oivision will first'! ascertain from the BLM or SL.O that the
location Is not within the LMR area. Act,ive mine workings and
mlned"out areas shaf:! also be treated as !..MR. Any application
to d,,111 In the LMR area, IncludIng buffer zones. may be
~pproved only by mu~ual agreement of lessor and lessees of
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both potash and oi I .!and gas intE'rests. Appl ;c'ations to ciri II
outside the l.MR wi I'; be approved as indicated below; provided.
there i$ no protest :from potash lessee within 20 days of his
receipt of a copy oF; the notice:

( a )
,

a sha!llow well shall be dri lied no cl"ser
tot hie UJR t h an CIn e -f n u r t h rt / L1} mil eo,. 1 10~
of tl1:e depth of t;H! C'rt'!, wtlichever is UI'P,i1ter.

A deep we I I shal I be d~i I led no closer than
one"'h~ If (1/2) mi Ie from the IJ"IR.

(b)

H. INSPECfl,ON OF DRILI_INC AND MININC OPEPATIONS----....------_._----------------------
A representat Ive of any potash lessee wi thin a

radius of one mile ifrom the well location may be present
during drl I I lng, cem~ntin9, casing,and pl~g~ing nf any oi I or
gas wells, to observ:e conformance with thp.se regulations.
Likewise, a represe'1tative of the oj I and gas lessee may.,,,.
Inspect mir.te workin9~ On his leane to observe conformance with:,,~'::.:~h
these regurations. j ~,

I . FILING;QF WELL. SURVEYS. MINE SURVEYS
~N~-'CTA~H-D~V~L(ipM~Nf-PLANS------r '------

(1) Q.!..!:.!£.t.!.£!!!.l._~!:!!~!t!:

The D~vlsiunmay requirean operatorto fi IA a
certi fied dl,.ection~'survey front the surface to a roint below
the lowest known po.t;ash..bearing hor-izon on any well dri lied
within the Potash Ar,a.

( 2 )
M.!.!.!!..~!:!!:l:!:
Within 30 days after the adoption of this order

and thereafter on or; bp.fore January 31st of each year. each
potash operutor shal~ furnish the Division two copies of a
plat of a su~vey of ~he locatio~ of his leaseholdings and al I
of his open mine wor~lngs. which plat shall be avai lable for
public inspection anq nn a scale acceptable to the Division.

J . APPL' CAB' L ITV OF STl\TEWIDE RULES AND RECUlI\T IONS~-----------------------------------------
1\11 ge"ct';!' ~til't\widt! 1"11105 ,Ilit 1 r('tI"I"tifll'~ tlr tile ",:-:.'

Oil C(,"'servation Ui\visicm guverning tl1n uevp.IIII'fllent, '

operation, and produqtion of nil ~nd gas in tt,e St:lt~ (If ~li:I','.
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Mexico not inconsistent or in corlff iet herewi th, are hp.reby
ado'pted and made appl icable to thE: areas described herein.

IT IS FURTHER ORDEREDTHAT:- ----------
( 1 ) Orde r R-111 and amendlT..ent s through R- t 11 -0 are

hereby rescinded.

. (2) Jurisdiction of this cause is retained for the entry
of such further orders as the Conl'l1ission may cJeem necessary.

Oone a t San t a Fe, New Mexi co on the day and yea r
hereinabove designated.

STATE OF NEW MEXICO

Oil CON51E0:: ca.r.U55 ION~Q.l l ..
, WILLIMt R. HUvtPHRIES, Member

.~d;. £:~~~

ERLING~21'R. Member
r ~~ ..~ --~ --

WILLIAMJ. L~Y, Chairman
, and Sedretary

.
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CONSOLI DATED LAND DESC:R'f'T: ON OF THE Kt"0WN' POTASH
.LEASINC AREA, AS OF FEBRUARY 3. 1988

EDDY COUNTY, NEW MEXI,CO

TOWNSHI P 18 SOUTH, RANCE 30 EAST t N~'PM
SectToii-To:---~E71i-sETLj-------------
5 ec t ion 11: 5 12 5WI'I
Section 13: W/2 SWIll and SE/II SW/4
Section 111: W/2 NEIll, NW/4 and 512
Section 15: E/2 NEill, SE/4 SW/q and SE/4
Section 22:, N/2, N/J SW/q, 5E/4 SW/4 and SE/q
See t ion 2J : AI I '

Section 24: NIl NW/Q, SWIll NW/4 and NWlq SWIll
See t i on 26 : NE I ~, N,I2 NWI Q and 5 E 14 NWIlf
Section 27: N/2 NEill and NE/4 NW/4

; ":::,:': ")

TOWNSHIP 19 SOUTH, RANCE 29 EAST, NMPM
~icTTon-Tr:---~f:Tq-s~~rii-------------
Section 12: SE/IJ NE,14 and 5/2
Section 13: All
Section 14: NE/IJ. SI:/4 NW/4 and 512
Section 15: SE/q SE,/II
Section 22: NE/4, E!2 W/2 and SE/4
5 ec t i on 23: AI I
5 ec t i on 2q : AI I
5 ec ti 0n 25 : NW/ q NW.rq
Section 26: N/2 NE/~ and NW/IJ
Section 27: NE/4 and E/2 NW/4

TOWNSHI P 19 SOUTH t RANGE' 30 EAST, N~1rM
~ectTaii-r:---~WT1f---'--------------
Section J: W/2 SW/~. 5E/4 SW/4, 512 5E/q and

NEILl SE/4
~ats 3 nnd 4, SW/q NE/4, 512 NW'IJ

and S/2
Lo t s 1, 2, and 3, 5 I 2 N,E14 ,

S/2 NW/4 and S/2
5/2 SE/,~ and NE/If SE/4

10 inclusive
512 NE/~, NW/4 NW/4 and 512
NE/ij, 5/2 NW/q and 512
NE/q, W/2, N/2 SE/Q and SWill SE/lf

to 18 incl'JSlve ,

La t s " 2, and 3, NE/ 4, E / 2 NWI 4 ,
NEf4 5W/Q, E/2 SE/q and
NW1 q SE / q

Sect ion S 20 to 23 i" c , ;.J 5 i ve
See t i of\2~: NW/4, NWI q SWI q and 512 t?WI LI

See t i on 4 :

See t i on 5 :

','

Section 6:
Sections 7 to
See t i on 11:
Section 12:
Section 13:
Sections ,q
Sec t i on 19:
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Section 25:
Section 26:

Section
Section
Sec ti on
See ti on
See ti on
Section

27:
28:
29:
32:
33 to
36:

---
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NW / II NW1 '.

NE/~ NE/~, W/2 NE/q. W/2. W/2 SE/4
and SE/II SE/14

All
All
e I 2, E/2 NWI II a nd I~W14 NWIII
E/2 and SE/tI SW/4
3S Inclusive.

NWltI NW/4, S/2 NW/4 and 5/2

TOWNSHIP 19 SOUTH, RANGE 31 EAST. NMPM
SectTon--77 Lo1s-T7-2:-i"a-3-ana-~72NW/4
Section 18: Lots 1, 2. and 3 and SWIll NE/q,

'," E/2 NWIII and NE/4 SWIq
Lo t q
SElf' SE/4
512 SW/~ and SW/4 SE/4
512 SEftl

Section 31:
Sec t Ion 34:
Section 35:
Section 36:

":'..~
J'..; ...;
-'.~ ./

_J

I.EA COUNTY, NI;W MEXICO

TOWNSHI P I 9 SOUTH, RANI~E 32 EAST, NMPM
SectTon-jr:---rot-ii--'-----------
Section 33: Lots 1 to q Inclusive and N/2 5/2
Section 34: I.ots 1 to II Inclusive and N/2 5/2
Section 35: Lots 1 to If inclusive and N/2 5/2
Section 36: Lots 1 to If Inclusive. SE/II NEIll,

NW/II SWIll and NE/4 SE/II

TOWNSHIP 19 SOUTH, RANGE 33 EAST, NMPM
~ictToii-12:--~E7ii-N~7ii'7-ET2-~W7li-a;;a SE/4
Section 23: 5/2 NW/q. 5W/4, W/2 SE/~ and

5.E:/q SE/ii
SW/4 NW/4. W/2 SW/~ and SE/Q SW/4
All .
All

.5/2 SE/4 and NE/4 SE/4
Lots 2 to q Inclusive, 512 NE/4,

SIE/ 4 NWI q, EI 2 SWI q and SEI 4

Section 25:
Section 26:
Section 27:
Section 28:
Section 30:

Section 31: All
Section 32: NE/4, 512 NW/4 and 512
Sections 33 to 35 inclusive

. Section 36: W/2 NS/Q, SE/4 NE/4, NW/4 and Sl2

TOWNSI'I P t 9 SOUTH. RANCE 34 EAST. N~n'M
~i~iT~~-JT~ Cii;-J-i~a-i '-

:.~::.
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EDDY COUNTY. NEW MEXICO

TOWNSH I.P20 SOUTH. RANGE :z9 EAST. t~\IPM .
~ectro;;-T:--~E71i-NE71r-:iiia:-E7 2-5 E7ii-
Section 13: SW/4 NW/~, W/2 SW/4 and SE/q SW/q
Section 1q: NW/4 NE/4, 512 NE/4, NW/Q and 512
Section 15: Ell E/2, SEIQ SW/4 ijnd W/2 SE/~
Section 22: E/2 and E/2 NW/4
Sect Ion 23: AI I
Section 24: SW/4

TOWNSHIP 20 SOUTH, RANGE 30 EAST. NMPM
~ecTTonSTtoii-TiicTjjsjv;!.. .~---
Ser;tion 5: Lots 1 to 3 inclusive, S/2 N/2

and :)/2
Lots 5, 6, and 7, 5/2 NE/4, E/2 SW/q

and 5E/IJ
Lots 1 and 2, E/2 and E/2 NW/Q

17 Inclusive
E/2
E/2.and SE/4 SW/~

to 29 inclusive
lots 1 to 3 inclusive, E/2 and

E/2 W/2
Section 31: NE/4 and E/2 SE/4
Sections 32 to 36 inclu~lve

.Section' 25:
Section 26:
Section 27:
Section 34:
See t Ion 3S:
Sec t ion 36:

i:' ~~
. ',.', }'.,:.~

5 ee t I on 6 :

See t Ion 7 :

Sections 8 to
Section 18:
5 ec t i on 19 :
Sections 20
Section 30:

NE/4, W/2, W/2 SE/4 and
SE/,. SE/Q
SW/4, W/2 SE/4 and NEIll SE/4N/2,

All
E/2
NEIll
N/2
WIZ NEJ 4 clnd NWIII

."
~

:.
':

>
~.

y

~:

~

TOWNSHI P 20 SOUTH, RANCE: 3 1 EAST, NMPM
S"iCTIon-T7---[oti-T-t'c)-3-TncTLiiTve-;-S 12 N12

and S/2
Sec t Ion
See ti on
Section

2:

J:

6 :

. '.
Section
Section
Section

7 =
8 :
9 :

5 ec t i on '0:
See.ticns 11

All
Lots 1 and 2, 5/2 NE/4 and S~/q
Lots Q to 7 inclusive. SE/4 NW/II,

E/2 SW/q, W/2 SE/q and
SE/4 SE/4

All
512 N/2 and S/2
5 IZ NWI 4, SW, 4 ,

SF./LI SE/II

E/2 ~n('t SWIll
to 36 Inchlsive

W/2 SE/Q ann
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LEA GOUNTY, NEW MEXICO

TOWNSHI P 20 SOUTH, RANGI: 32 EAST, NMPM
SectTons-r-to-q-TncTusT:;e-------------
Section 5: 5/2 SE/4
Section 6: . Lots If to 1 inclusive, SE/4 NWltI,

E/2 SW/q and 5W/4 ~~!q
Sections 7 to 36 inclusive

TOWNSHIP 20 SOUTH, RANGE 3.JEAST, NMPM
'~ecTTons-r-to-36-TncTusTvi------------

TOWNSHIP 20 SOUTH, RANCE 31.1 EAST, NrAPM
S'ectTo;;--67~-ro1s-j'-To-7-TncTusTve:--SE/4NW/Q,

E/2 SW/4, W/2 SE/4 and
SE/q SE/If

eDOY COUNTY, NEW MEXICO

TOWNSHIP 21 SOUTH, RANGE 29 EAST, NMPM
~iCTToiisT-to-j'-TncTu5'Tvi--------
Se'ction 1.1: Lots 1 through 16, NEill SW/q and

SEU II
Lot 1
N/2 NEIQ, SE/4 NE/4 and SE/4 SE/4

to 111 inclusivf!
E/2 NEill and NEltI SE/q
N/2 NElli
E;2, NI2 NW/Q a'..i SE/4' NW!IJ
NE/q NE/q and Si~ SE/4
Lots 2 to 4 Inclusive, S/2 NE/4,

NE/q SW/q and N/2 ~E/q
Lots 1 to II Inclusive, t-4E/4.

Ell NW/q and N/2 5/2

Sec t i on
See: t I on

Sec t ion 16:

SectIons 17
See t ion 22:

See t ion 26:
5 ec t Ions 27
5 ec t Ion 36:

Section 5:
Section 10:
See t Ions 11
5 ec t Ion I 5 :
5 ec t Ion 23:
See t Ion 21&:
See t Ion 25:
Sec t ion 35:

Section 36;

7: All
SW 14, S (2 NW I II, W /2 SE /q and

SE/II SE/q
\V/2 NW/II, SE/4 NW/'II,SW/ij and

S t:! SE I 4

to 21 inclusive
N/2 NW/~. SWIll NWILI, SW/4, W/2 SE/4.

afld SE/q SE/LI
SWIll, W/2 SE/q and SE/q SE/II

to 35 inclusive
SW/4 NW/4 and W/2 SW/~

;:<:..::8 :

. - ."

TOWNSHI P . 2 1 SOUTf I, RANGE J 0 EAST, NMPM
~-~--~~-1"::= i~~=T~;~ '---
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TOWNSHIP 21 SOUTH, RANGE 31 EAST, NMPM
~ictTons1-to-!6IiicTusT~ii-------

LEA COUNTY. NEWMEXICO

TOWNSHIP2' SOUTH, RANGE32 EAST. NMPM
SectTonS1t'.g-2'7-TiicTusTvi--------
Section 28: N/2 and N/Z S/2
Sections 29 to 31 inclusive
Section 32: NW/~ NE/Q, NW/~ and NW/II SW/~
Section 3~: N/2 NE/~
Section 35:. N/2 N/2
Section 36: Ell, N/2 NW/q, SE/" NW/q and

NEIll SWIll

TOWNSHIP21 SOUTH, RANGE33 EAST. NMPM
Sec tTg.n-T7---rCit"s-rtc:-'-TncTuiTve:'-Lo t s

Iq Inclusive, N/2 SW/q
SW/q. SWI q

Sections 2 to 11 inclusive
Sect ion 12: NWI II NWII;) and S\VI II SWI II

Se~tion 13: N/2 NW/Q, S/2 N/2 and S/2
Sections 111 to 211 jnelun/ve
Section 25: N/2, SW/q and W/2 SE/q
Sections 26 to 30 Inclu~ive
Section 31: Lots 1 to II inclusive, NE/4,

E/2 W/2, N/2 SE/4 and
SWII~ SE / II

and NW/II SWill

1n to
and

Section 32:.

S ec ti on 33:

Section 311:
Section 35:
Section 36:

N/2
NIl
NEIll, N/2 NW/Q and E/2 SE/II
AI I .

W/2 NEill, NW/q and S/2

TOWNSHIP 21 SOUTH. RANGE3q EAST, NMPM
!ectTon-T': w72 ~ ~- ---------
Section 18: All
Section 19: Lots 1 to La Inclusive. NE/4.

E/2 W/2, N/2 SE/4 and
SWILl SElLa

NW I II NWI q
Lots 1 and 2 and NE/~ NW/LI
Lots 3 clnd II

See t Ion 20:

Section 30:
Section 31':

EDDY COUNTY, ~~EWMEXI CO

TOWNSH I P 22 SOUTH, RANGE 28 EAST. Nt.IJ.'fvI
Suc"Tlo;;-jc,: f: TI-f! j 2' ~---7'"." --.
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TOWNSHIP 22 SOUTH. RANGE 29 EAST, NMPM
,'SectToni-T-iiia-2'-TncTi:i';Tve------------
Section 3; Se/q SW/q ~nd SE/4
Section 9: 512 NE/q and S/2
Sections 10 to 16 Inclusive
Section 17: 5/2 SE/Q
Section 19: SE/II NE/~ and E/2 SE/4
Sections 20 to 28 inclu~ive
Section 29: N/2 N/2. S/2 NEIll and SE/Q
Section 30: NE/4 NE/"
Section 31: Lots 1 tel II inclusive. 512 NEIll.

E/2 W/2 and SE/4
Sections 32 to 36 inclusive

TOWNSHI P 'Z2 SOUTH. RANGEE30 EAST, NMPM
Sectio;;s-n;-36-T;;cTusi"vi----------
TOWNSHI P 2 2 SOUTH, RANGI: 3 1 EAST. NMPM------..--------------
SectIons 1 to 11 inclusive
Section 12: NW/Q NEil.. NW/4 and NW/~ SWIll
Section 13: 5/2 NW/4 and SW/4
Sections 111 to 23 inclu:sive
Section 211: W/2
Section 25: NW/q
Section 26: NEIll and N/2 NW/4
Sections 27 to 311 inclusive

(;~t~;'

LEA COUNTY, NEW MEXICO

TOWNSHIP 22 SOUTH, RANCE 32 EAST. NMrM
SectTon--1T Lot-r------------------
Sectlen 6: Lots 2 to 7 inclusive and 5E/q NW/Q

TOWNSHI P 2 2 SOUTII. RANGE 3 3 EAST. NMPM
sectTon--T7 toti-'-ta-Q-TncTuiTve7-S/2N/2 and

"'''25/2
Section 2:
Sec t .1on 3 ':
Sect ion 6:
See t ion 10:
Section 11:

All
Lot 1. SE/q NE/q and SE/q
Lot !J
NE/fJ
NW/4 NE/4 and NW/4

TOWNSHIP 22 SOUTH, RANce 3ft EAST. NMPM
SectTon-6T-,---[oti-ii-1'o-W-TncTLiiTvi--

""""..
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EDDY COUNTY,' NEW MEXICO

TOWNSHIP 23 SOUTH, RANCE 28 EAST, NMPM
~eetTon--T:--[ot-T--------------------

TOWNSHI P 23 SOUTH, RANCE 29 EAST, N.~1F'''''
~iCtions-T~o-5-incTuiTvi-------------
Section 6: L.ats 1 to 6 Inclusive, 5/2 NEIl.!,

SE/II NW/Q, E/2 SWIll and SE/q
NEIll and NEIll NW/q
N/2, N/2 SWill, SE/II SW/q and SEll.!
16 Incluslvc
NEill and E/2 SE/II

to 23 Inclusive
N/2, SWill and N/2 SE/II
W/2 NWIII clnd NW{t1 SW/I;
All
AI I
N/2, N/2 SW/q, SE/q SWill and SE/II
N I 2 NEIII imd NE I II NWI /J
NE/Q, E/2 NW/II, NW/II NW/4;

NEIll SWIll and SE/4

:~.,
"-', :.,". "

Section 7:
Section 8:
Sec tI ons 9 to
5 ec t Ion 11 :
See t Ions 21
5 ec t i on 2II:
Section 25:
Sec t Ian 26:
See t ion 27:
Section 28:
5 ec t Ion 33:
Section 34:

Section 3S:
Sec t i an 36:

.

All
W/2 NEIll, NW/q and N/2 SW/~

TOWNSHIP 23 SOUTH, RANGE 30 EAST, NMPM
~ectToni-r~o-Ti-TncTusTve------------
Section 19: N/2, N/2 SWill, SE/II SWIll and SE/II
Sec t Ion 20: AII
See t, Ion 21: Ar I
Section 22: N/2. 5/2 SWIll. N/2 5/2 and SE/II SE/II
Sections 23 to 2S inclusive .

SectIon 26: E/2, SE/Q NW/~ and SW/q
Section 27: N/2 NW/q. SW/q NW/U. SE/Q SW/q.

S/2 SE/q and NE/~ 5E/q
N12 and S,WIII
NIl and ~;E/q
N/2 NEIll '

N/2 NEIll
SE/q NE/~, N/2 NW/q, NE/q SE/q

and 512 SE/q
Sec~lons 3~ to 36 inclu~lve

Section 28:
Sec t I on 29 =
Section 30:
Section 32 ~

Section 33~

, ,

TOWNSHIP 23 SOUTH, RANGI:. 3 1 EAST. NMPM '

~ectTon2":---[oT-ii7-~iN7ii-NW7ii'-aiia-w72 SE / II
Sections 3 to 7 Incltlsi~e
Section 8: NE/q NE/Q, W/2 NE/q and W/2
Section 9: N/2 N/2
Section 10: NW/q NW/4 ~nd S~/q SF/4
Section 11: 512 NE/u. 512 5W/Q illt~1 ~I-!LI

'"
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Secti"on 12:
5 ec t i on 1 3 :

Section 11J:
Sec tIon 15:
Section 16:
S ec t I on 1 7 :

See t ions 18

S ec t Ion 2 q :

Section 25:

Sect ions 26
, Sec t ion' 35 :

FAX NO. P. 22/32

:;:l~:t~ '
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EXHIRIT nAil C'on'rf

SWIll NW/q and SWIll
SWIll NEIll, W/2 and W/2 SF./4
All
E/2. SE/q NW/q and SW/4
SWIIJ ~nd 5/2 SE/4
NW111 and S/2

to 23 ,Inclusive
W/2 NE I II and W12
W/2 NE/4, NW/II, N/2 SW/4 and

NW/~ SE/II
to 311 Incll.:!sive

N/2 NW/Q and SW/q NW/4

TOWNSHIP 211 SOUTH, RANCE 29 EAST, NMPM
~ecTIon~-2: [oti-2-ro-ii-TnclusTve--
Section 3: ~ot I

TOWNSHIP 211 SOUTH, RANCE 30 EAST, NMPM
~ictTon--T:--r:ots-r-Yo-1i-TiicTjjsTve:--S/2 N/2.

SW(4 and NW/4 SE/4
Section
Set t ion

Sec t ion

S ec t ion 9 :

Section 10:
5 ec t i on 11:
Sec t i on 12 :
Sect i on 'If:
S ec t jon'S:

'~!~~?;

2:

3:

All
AI I

. Lots 1 ~nd 2, 5/2 NEIll, SE/4 NW/q,
SWf4 SW/If,E/2 SW/4 and 5E/4
NIl SW/II, SE/4 SW/~ and SE/q

If :

N/2,
All
All
WI 2 NW / !I

W/ 2 NE/ "
NE/4 and

and NW/q SW/4
and NW/4
N/2 NW/4

TOWNSHIP 24 SOUTH. RANGE 31 EAST, NMPM
SiCtTon--3: [oTi~-to-1i-TncTusTve~SW/q NE/q,

512 NW/q. SW/q and W/2 SE/q
Sec t Ion
Section

Sec t I on

Section 9:
Section 10:
Section 35:

Section 36:

II:
5 :

All
La t 5 1 t a It In c Ius i ve, 5 I 2 N12 ,

N/2 S/2 and SE/4 SE/4.
Lots 1 to 6 inclusive, 512 NE/q.

SE/q NW/~. NE/q SW/4 and
N/2 SE/q

E/2 arid NWIq
W/2 NE/q and W/2
Lots 1 to q inclusive.S/2 N/2 and

N/2 S/2
Lot~ I and 2. SW/q NW/q and N/2 SW

" "

6 :

"

TOWNSHIP 25 SOUTH. RANGE 31' EAST. Nt-.WM
SectToi1--r: [ors-J'-ana-ii-ana-sT~'-NWI ,.

Section 2: Lots 1 to If inclusive and 5/2 N/2
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Inl:roducti9n

This Sta ternent; 0 f Aq reemen t seta f() r th the joint 'ag reemen t

of the Potash Industry arid Oil and GilS Industry on important

issues concerning ~he concurrent devel~pment: of potash and oil

and gas reserves in Eddy and Lea Counties, New MeJtico. It

represents t:he efforts o~ numerous rElpresenta 1:1ves from each

Industry over many months and is Int:nndecJ to resolve many of

the disputes that: have arisen as a res1J.ll: of concurrent oil and

gas drilling. activities in the vicinity of underground pot:ash

m1ninqo

The par!:ies recoq~ize thaI: this J\1~reelnenl: will not resolve

all dispul:es or disagreements thai: may arise and that:

. ". ..¥.~
/~ J regulatory

instances.

intervention may still be necessary in some

By enterinq into this j\greement, . however, each

industry

mineral

recognizes the right of tile other 1:0 develop its

resources in a safe and economical manner and

aCknowledges that: concur rent development of multiple mine r a 1

resources places eer I:ain 11roi ts on E!8Ch indus t ry. Each also

agrees that these limits can be bel:ter defined through goad

fai.!:h discussions among industry repl:esentatives familiar with

industry technology and practices tllan repeated and proionged

litigation or administrative proceedinqs.
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In attempting 1:0 accomplish I:hig, eacn lnau:S.~Ll
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concessions on issues considered cril:ical 1:0 it: in a good fai!:h

effort: to obl:ain concessions from the other. For this reason,.
..,,;':'?'i-:

both Industries agree that: t:he terms of t:his Stat:ernent: a "i3~'

Agreement are subje1:t1:0 the followinq conditions:

2.

J.

4.

1. Upon approval' by representatives of each
Industry, the terms of the Agreement will be
submitted to and mus~ be adopted without
substantial change, by the New Me~ico Oil
Conservation Commission ("()CC") in lieu of the
current Order R-lllA, as am~nded;

The terms of the !\\jreemenl: wi 11 be submi I:ted to
and must be adopted without substantial change by
the U. S. Department: of Interior, Bureau of. Land
Management ("8LM") in lieu of Section III (E) of
the Secret:ar", of the Interior's Order of October
21~ 1986 [51 'w. R.e.9.. 3942!;]; .

Each Industry will use its best efforts to secure
appr:ovalof the terms of the Agreement from the
ace and BLM;.and

In the event ~he terms in the Agreement are not.
adopted without subst:ant!!lchange by both the
OCC and the BLM, this Statement of Agreement will
become null and void and will not be referred to
by any Industry representative on the Study
Conunittee in any future pr'Jceeding before the ace
or 8LM.

. <:~~~

( 1)

It is the intention of the parties to this Aq(eement that:

certain areas of potash. deposits, called "life-of-mine-

reserves" or "LMR's," be permanentlJ! protected from oil and gas

drilling activities;and (2) to malee availablefor oil and gas

d~illin9 activities, ce~tain areas lIIith!nthe Potash Ar~a.

acea

TI1e

of depositspol:ash will determinedprotected inbe

accordance with this Agreement bu/:, generally speaking, will

encompass the yellow" a (ange and iii rnaj or par I:ion of the blue

- z -
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Octobef 1, 1984. Areas in the pot:nsh Area that:
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wi 11 be

available for oil an cJ gas d r i 11 i 119 ac ~i v i t ie s wi 11 be t:h0 Se

-,:"'; areas out:side the designated LMR's Wh:LCh, generally speaking,
,

will be the red, green, grey and a minor portion of the blue

areas shown on the eLM potash ResourclU Map as it; exisl:ed on

October 1, 1984, less a reas des i gna ted as buf fer zones by I:his

Agreement.

I. Ttle Potash I\r U

A. The Area covered by this Agrf!ement shall be known as

the "Potash Area". .

. B. ,The "Potash Area" includes
.

t;hose tracts' of. land in

Southeastern New Mexico, from the surface downward, which -are

designated as a .potash area" by the Secretary of the

",'(~~

,<.i ;

Department of Interior in Section V of the Order dated October

21, 1986 and published in the [ederq t Reaist:.er on October 2B,

1986 '[51 .EG. IWLa. 39426J. It shall also include any

subsequent revisions to such designations. The terms "potash-

and -conunerc:ial deposits of potash- shall have the same meaninq

as assigned by the U. S. Department of Interior.

c. I~ is tbe intent of' the 'parties to this Agreement ~hat
~ the -Potash Area" de~iqnated by the state of New Mexico be

identical

Interior.

to that designated by t:/1e lI. s. Department: of

Accordinqly, if the .potash area- designated in the
. ,

Secretarial Order of October 21, 1981; (51 .ud. bg. 39425) is

revised, the ace, on its own motion after notice and hearing as

.. J -
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provided by applicable laws and reg.Jlat:ions, will adot't: the

same revision.

II. Uesigna~ion of Hj~e Re~erves (z~
A. within ninety (90) days fOllowing adoption of this

Agreement by the ace and BLM and annu~lly thereaf~er by January

31 if revised, each potash lessee, without; regard to whet:her

the lease covers Sta te or Federa 1 lelnd!, shall file with the

District: Manager, BLM, a desiqnation of I:he potash deposits

considered by the potash lessee to be its life-of-mine reserves

("LMR") . For purposes of this Agreement, "life-of-mine

reserves " Ineans those pot ash depos i ts wi thin the Po t:ash Area

reasonably believed by the potash lessee to contain potash ore' .

in sufficient:thickness and qrade to be mineable using current

day ~inin9 methods, equi~ment: and technology. Informat:ion used

by the potash lessee in identifying its LMR shall be filed with

the eLM but wi11 be considered privileged and confidentia :~il

-trade secrets and commercial. . . information" within the

meaning of 43 e.F.R.

public disclosure.

§2.13(c)(4) (1986) and not subject to

B. An authorized officer of the BLM shall review the

i-nformation submi I:t:ed by each pota!:h lessee in support of it:s

LMR designation and verify, upon request, that the data used by

the potash lessee in establishing the boundaries of its LMR is

consistent. with data available t:o'the BLM. 1\111' disputes

between the BtoM and potash lesGee c:oncer:ning the bounda ry of a

designated LMR shall be resolved in accordance with the

.I
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Hearings and Appeals Proc:eduC'es, 43

C.F.R. Part 4 (1986).

;~
c. A potash lessee may amend ~ts designated LMR by filing

a revised designation wi I:h the 8LM accompanied by the

information referred to in Section A above. Such amendments

mus~ be filed by .January 31 ne%t: fOllowing the date the.

additional data becomes available.

D. An authorized officer of t.he 8LM shall cOrN"i t: t:he

designated LMR of each potash lessee to a map(s) of suitable

scale and theLeafter revise the map(9) as necessary to reflect

. the latest amendments to any des1gnal:ed LMRs. These maps shall

be considered privileged and ~onfident:ial and exeff)p t: from

disc losute under 43 C. F. R. Part 2 and will be used only for

the purposes set forth in this Agreeme~1t.

III. Qril1ina in the fol:ash Are.).
.~
-::;:~: . '.~ A. All oil and gas wells drilled In the Potash Area after

. approval of this Agreement by the ace and BLM, including ~hose
. . "

5.

currently pending before the ace amI/or BLM, shall be subject ~

to the terms of this Agreement.

8. It is the pOlicy of the ace and eLM to approveor deny ,

applications for permi~s to deill (APD'S) in the Potash Area in

accordance with the followinq:

'.".

~:

(~

1. ~~8-11.nL.»_u.fLer ~.q~Et. No oil or gas well shall be
allowed from a surface 10cal:lon: '(a) within the LMR of
any potash lessee; (b) within one-fourth (1/4) mile,
or a dis tanes equa 1 to the depth of the 0re plus ten
percent (10\), whichever is greater, of the LMRof any
potash lessee; or (c) where the well casing will pass
within one-fourth (1/4) mile, or a distance equal to

;-
~.

. !~

;.;
,.

.,
~
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the depth of the are pl~s ten percent (10\), whichever
is greater, of the LMR of any potash less'S'3.

4.

5.

6.

2. D1LtUsie...Jiv{~t_Z.Ql1e_8.l.!L}ii.t.lJ.i IL..QrJe::lU lLJJ/.2J_'QiJ.'L-Q {
~M.ij. J\n "I'D for an oi 1 or gas well at: a location mor~t:.;,
t:hanon e - f 0ur I:h (1/4)mil e ,or a d i s t:a (Ic e e q\Ja 1 to!: b".:~{

dep~h of the ore plus ~en percent (10\), whichev~r i
greater, but less than one~-half (1/2) mile from the
LMR of any pol:ash lessee may be approved only if:
(a) the bottom hole Location does nol: ext:end below the
base of the. DelawareMountEtin Group, and (b) the well
is drilled in accordance with the cementingand casing
requirements set forth in Section V.

3. t19{e TtLl!D-.Qne-UalLf:1.i te BIL~UIJ.han Orte_'=".tl:e_~t.Qm'
~MR. An APD for an oil or ~as well al: a location m~re
t h a non Q-h a 1f (1/2 ) mi.1e b u I: 1e s s t h a non F.! mil R, fro m
t;he LMR of any potash lessee m,ay be approved
regardless of the depth of the bottom hole lo.cation
provided: (a) wells :.lith bottom hole locations below
~~e base of the Delf ~r~ Mountain Group are drilled in
accordance with the -:ementing and casing r~qui rements
se!: forth in Section V of this AgreementI and
(b) we 11s t:o bot tom hole J.oea tions above t:he base 0 f
the Delaware Mount:ain Group may be. drilled wi~ho!u,t:..
regard to the requirements in Section V of ~his
Agreement: but: must: be drilled in accordance with then
current Industry safety st~ndards. .
Mor$ Thap 91l.'Lltll~ F(om...J..MF!., An APD fo r an 0 i 1 or gas ..
well at a location more I:han one mile from t:he LMR .~.:,/.~
any potash lessee may be approved regardless of b/~;;:.'
depth of the bottom hole location and without regard
to the requirements of Section V of this Agreement.

Oc~n Mine Wo~kl~.. No oil or gas well shall be
. allowed from any location.. where the well casing will
pass within one-fourth (1/4) mile or a distance equal
to the depth of the ote plus ten perc~nt: (1°'),
whichever is greater, of any open mine workings.

~.ns.lIDJea M.lnL Workj.D.9.~.. No oil or gas well shall be
allowed from any location where the well casing will
pass t:hrough or withinone-fourth(1/4) of a mile or a
distance'e'qual to the depth of the ore plus. ten
percent: (10\), whichever is greater, 0 f any abandoned
mine wor kings tha t: a re connected to an ex!!; t i ng mine
by an opening or bi!rrier of one-hundred (100)' feet: or
less unless the APD is a~companiedby ~he sealin~ and
safety plan and certification described in Paragraph C
below. .

- 6 - ';:<.:-:
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7. An APD. for a direct:ionally drilled oil or g;:!s Jell t:o
a bottom hole location underlying the I.fiR of any,..
potash lessee may be approved subjec~ t:o the
limil:at:ions and requi[f~ment:s sPot forth in Pari1Qraphs 1- 6 above. Di.rectionally drilled holes shall be
drilled vertically' until they have completely
penetral:ed Marker: Bed No. 125 (U.S.G.S.) of the Salado
Formation at which time they may be deviated.

An oil and gas operator desiring to drill a well to a

l};
'.f" ,

c.

bottom hole location that does nol: E;ztend below the base of the

Delaware Moun~ain GrQup from a surface location where the well

casing will pass through or within one-fourth (1/4) of a mile

or a dis~ance equal to the depth of th~ are plus ten percent

(10\), whichever is greater, of abandoned mine workings that ".

are connected to an existing mine by any opening or a battler:

of one-hundred (100) feel: or les8 shall prepare and submit to .;

all affected potash lessees a plan and program for sealing off

the area to be penetrated from ot:l1er mine workings. Approval
'.'>''';.~:~
': .,": .r of any such plan shall be in '~he sale discretion of the i

af fected potash lessees. Any.appt'oved plan shall be attached :'1

by the oil and gas operator to the APD for filing with the ace, :

and/or BLM. The oil and qas operator shall also complete a !

certification in t:bs form prescribed by the ace andlor BLMthat'

the drilling of such well will nClt ereat,e a safety hazard to .

affected potash lessees.

D., It is the belief of both parties that the provisions

of this Ag r:eement: el icnina t:e the rleed fo r. dr i I11ng is 1aods and

three-year mining plans ~nd, thElrefore ,. both agree that no

, drilling islands will be established in the Potash Area and the

filing of three-year mining plans will be eliminated.

..
,,'

- 7 -
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IV. Locatio". of' Wells an~Llwtice t:o Pob; '2-~e~

!\. The ELM, upon request, will auvise oil iJnd qa~ lessees

of t:he surface locat:'ions where wells will be allowed 1:0 deve.L'<>J~

the leases. Oil or gas leases covering areas designal:ed a LHR

by a po~ash lessee will be unitized to the extent possible with

other areas where drilling is allowed.

8. An oil or gas operator desiring to drill an oil or gas

well in the Potash Area or withi.n one (1) mile of a pot:ash

lease sha 11 prepa fe and file an I\PD wi th t::he oce and/or BLM

along wil:h a map or plat showing the location of the proposed

well. One coPY' of the APD and map or plat shall be served by

registered mail, re~urn rece i pt; requested, on all potash

leaseholders within one (1) nlile of the proposed well
,

location. However, if the APD i:s fot an oil or gas well that

will penetrate abandoned mine. wor!~in9s, all potash leasehold~:f.~'
in the Potash Area s.hall be notified. Proof of such serv~::'~

shall be attached to the APe and filed with the oce and/or

BLM. 'Within twenty (20) days of serviceof an APD and required

documents, any potash leaseholde t' wi thin one (1) mi Ie of the

proposed well location (or any affected potash lessee if the

proposed well will penetrate abandoned mine workings) may file

an objection with the ace to the proposed we11. If the

objections cannot be resolved by agreement of the parties, thE

matl:er shall be referred for hea.:ing before the acc.

c. The failure of a potalih leaseholder to object: 1:0 j

well location or il:s 89 reelOe::lt to the drilling loc.at ion

. ..'
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refetred to in this Agreement shall not consti~ute a release of

liability. Oil and gas leaseholders and those persons and/or

\i}, entities involved in the development of the lease sha11 be

responsible as provided by law fot any damages caused by t:hem

to, any person by the release of 9 asea or li,quids in~o t:he

strata or atmosphere as a result of dtilling activities.
-

v. D~il~inQ and CasinQ Proaram

(Same as'current R-III-AJ

D(illi~9 Flui4 for Sal~ ~e~tionVI.
.

[Same as current R-1II-A]

PluQqiD9 and ~b,ndclIIlJ)ent:of NeilsVII.

[Same as current It-Ill-A)

VIII. fiJipa.o~ Wel\ ~urveys

<:;, OJ

The ace may require an oil arad gas operator: to file a

certified directional survey from the surface to a point below

the lowest known potash bearinq horizon on all wells drilled in

the Potash Area. All encounters with f lanunable. gases.

including "2S, shall be reported by the operator to the acc.

IX.

A.

Ints and Emergepc~ Acti9n

All oil and gas drillinq ilctivities within the Potash

Area shall be performed using appropriate technology,

equipment, and proced~res to reduce the hazards of such

'activities to unc1er:gr:ouno mines and miners and be conducted 1n

a~cordancewith the prudent operator standard.

B. Only the minimum number of wells necessary to develop

an oil or gas lease will be allowed within the P~tash Area.

'.'

- 9 ..
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c. .to the event: the i n ere 1:1sed oil and gas drilling

activities allowed by this Agreement result in a safety hazard
-i'-',"

or if data 'developed in the course of such increased act:ivU:i'~f>::X:'

make it reasonably appear that SIJch acti v i ties are or wi.LJ.

become a hazard to underground miners or mining activities, t:he

BLM and/or ace wi11, upon reque~1 t: , initial:e pcoceedings in

accordance with NMSA 70-2-23 and/or other applicable laws and
41

regulations 1:0 review such data and take what:ever em,ergency

steps are found. necessary to eliminate such hazard. Potash

lessees may, in ,addit:ion, i nit i itt.e actions for injunctive

relief under,NMSA 70-2-29. The t:aJting or failure to t:ake such

action by the oce or any pot:ash l.essee shall not: relieve the. ,

oil and gas lessee from liability for any damages caused by its

0 i 1 and ,g a sac t-i vi tie S . r)
AGREED TO AND APPROVED TIIIS.~!M DAY OF /.~~1M4 .'.,'

1987, BY THE FOLLOWING RE,aESE:NTATIVES OF EACH INDUS1.~~;~r~:.i.
COMPRISING THE POTASH-OIL AREA SPECIAL RULES STUDY CO~~lTTEE~

/~~o./ r /:1:,O?,.-,.

..

1727L-7

" ':'

':":.'<
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