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STATE OF NEW MEX ICO 
ENERGY, MINERA~S AND NATURAL RESOURCES DEPT. 

0 t L. CONSERVATION C:c:MA ISS I ON 

IN THE MATTER OF THE H~R I NG 
CALLEO BY THE OIL CONSERVATION 
COMMISSION OF NEW MEXICO FOR 
THE PURPOSE OF CONSIDERING: 

P. 02 

CASE NO. 9 3 t 6 
Order No. R-111-P 

APPLICATION OF THE OIL. ' CONSERVATION 
DIVISION UPON ITS OWN MOTION TO 
REVISE . ORDER R·111 , AS : .AMENDED, PEFtTA IN I NG 
TO THE POTASH AREAS OF. . EOOY AND L.EJ\ 
COUNTIES, NEW MEXICO. : 

ORDER OF niE C~t.i I SS I ON 
-~-----~~~,~~--

BY THE CCJJM I SS I ON: 

This cause came on for hearing at 9:00 a.m. on 
February 18, 1988, at .Santa Ft,. N11W Mexico, before the 01 I 
Conservation CoiTiftlssion of New Mex :r co, hereinafter referred to 
as the "Comnlsslon." 

NOW, on this 21St day of J'prl 1. 1988, the Cornnlssion, 
a quorum being present, having considered the testimony 
presented and the exhibits ~eceived at said hearing, and being 
fully advised In the premises, 

FINDS THAT: 

( t) Due pub I lc n:ot ice having been given as requl red by 
law, the Comnlsslon has jurisdict ion of this cause and the 
subject matter thereof~ 

(2) Order R·111~A was entered July 1q, 1955, and since 
that time no amendments have been entered, except amendments 
t~ Exhibit •A• attach~d thereto, despite significant advances 
In drl fling technology· and pract ic•u. 

(3) Operation under Order R••t11-A has become virtually 
unworkable because of 1) the lack of tolerance on the part of 
both ol IIgas and potash Industries In regarding the activities 
of the other Industry - in area• whore leasthold interests are 
overlapping and 2) confusion recor'dlng the boundaries of the 

· known Potash Leasing Are.a (KPLA) establ fshed by tn·e U.S. 
Bureau of Land Manag~ment (BLM) and. the R-111-A area as 
amended by Orders R-11'1-B through 1J. 
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(q} The then Director of the Oi I Conservation Division 
(OCD) by memorandum dated Maret"; 21, 1986 convened a study 
corrmi ttee of volunteer representatives from the oi I and potash 
industries and ot~e~ interested parties. 

(S) The corrmi t tee met May 29, September 25-26. and 
November 13-14 (field trip) in 1986 and on March 19, 1987. 

{6) ·ey corTI'I'llttee agreement a work conmittee was formed 
from the larger corrmittee consi!: ting of three members and one 
alternate from each· industry and this work corrmittee was 
chaired by the OCO Chief Petrol~um Engineer and charged with 
the responsibility to deve l op proposed amendments to Order 
R·11t-A. It met on 'Apri I 30, May 1, July 2J-21.f and 
November 23, 1987. 

(7) Each meeting of the wClrl< conmlttee wa5 held in the 
presence of representatives ·of hath BL.M and OCO; 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 ·Exhlbi t 1·18 11 , · for the purpose of providing 
background informatPon and acknowledging the c:oncen·sus reached 
by representatives of the o·; I a:nd Gas and Potash industries ,,~~>-. 
relating to the mult.iple use of resources in the potash area · ... '' 

(8) Exhibit 11 8" is regarcled by the Corrmission as a 
report of both the work committee and the ful I study committee 
since a draft copy : of a naarl •t Identical agreement was 
furnished to each mttmber of the study corrmi ttee for coi'I'YT'tent, 
and cornnents received thereon were addressed at the final 
meeting. · 

· ( 9) The agree!"en t represem ts a cornpromi se by both 
industries, the potash operators rei inquishing lower grade 
marginal or uneconomic ore deposl ts in order to more fully 
protect their higher grade ore deposits; and the oil/gas 
operators receiv i ng such lands containing sub-economic ore 
deposits · as prospective dri I 1-sltes. 

(10} The Oil •nd Cas Act, 70-2-3 F NMSA 1978, declares 
as waste "drilling or producing operations for oi I or gas 
within any area cont_alning corrmerclal deposits of potash where 
such operations would have the effect unduly to reduce the 
total quantity of such commercial deposi~s of potash which may 
reasonab I y be recover '!d -- a r v1here such operations wou 1 d 
Interfere unduly with the . orderly comnercial development of 
such potash deposit~". 

( 11 J The Oil and Gas Ac r i n 70-2 ·12 B( ! 7) empowers tr ·.:.; ·. 
Divis-ion "to regulate and .• where necessary, prohibit dri II ir,=-:.:_:: 
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or producing operatior:'s for o i I and gas 11 in areas which wou ld 
cause waste as descr i bed in 70·2-3 F . 

( 12) The report of the WO I"k c:ontni t tee presents a 
reasonable p~ocess for determining where wei Is for ai I and gas 
would cause waste of potash and the pertinent port ions of said 
report shou ld be conta i ned in the order a·s a reasonab le 
process for proh ibit ing oi I and gas dri I I ing in such areas in 
the absence of substantial evidence that waste of potash as 
described by the statute would not result. 

(13) Release of methane into potash mine worki~gs ' would 
endanger the I ives of ·miners and would render further m·ining 
activities uneconomic because of the additional, and more 
expensive safety requLrements which would be imposed by the 
Mine Safety and Health Administration (MSHA) of the U.S. 
Department of Labor. 

(14) Salt and potash deposit~ are essentially non-porous 
and Impermeable but arJ inter-beddt!d with clay seams whlch, in 
an undisturbed state are porous but of extremely low 
permeab i I I ty. 

(15) Primary mining actlvltl' creates minor localized 
disturbance but seconqary mining ·causes subsidence of the 
overburden the effectl of which tend to expand beyond the 
mined out area a distance approxlmcately equal to the depth of 
the mined area . 

{16) Ourlng the .drilling of wells for oil and gas. 
measures should be tak•n to protect the sal~-protection casing 
from Internal pressur•s greater than the designed burst 
resistanoe plus a safety factor so as to prevent any possible 
entry of methane into ~he salt and potash interval. 

{17) A proposed revision of Order R-111-A was presented 
at the hearing and .. coiTITients were received thereon both orally 
at the hearing and In ~ritlng substtQuent to the hearing, the 
record bel ng he I d ope~ for two wueks subsequent to the 
hearing, as announced by the Chairman. 

(18) Testimony and comments both In support and In 
opposition to the proposed revision of the order were received 
at the hearing and subsequent thereto, some pointing out that 
the number of oi I or gas wells whf,:n · c.ould be drll led under 
the terms of ~he commi.ttee report would be reduced but no 
c:ontnents addressed the possible waste of potash as a result of 
additional drl II fng. 
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(·19) One member of the wcrk corTYnittee from the potash 
industry testified -the proposed revision of Order R-111-A 
failed to prohibit .dri II ing in the conmerc:ia I ore areas and 
was therefore contrary to the work corrmi ttee report and the 
o i 1 and Gas Ac t • 

{20) The Conm:ission cannot abdicate its discretion to 
consider appl icat iof.ts to dri I I as exceptions to its rules and 
orders but in the 'intet"est of preventing waste of potash 
should deny any application to dri II in corrmercial pota.sh 
areas as recomnended in the work corrrnfttee report. · unless a 
clear demonstration : is made thai· comnercial potash wi II not be 
wasted unduly as a result of tht dri I 1 i ng of the wei I. 

(21) Confusion can be reduced and efficiencies can be 
obtained·by making ihe ~rea covtred by Order R-111 coterminous 
with the KPLA as determined by t.he 8LM , and tl"'e area should be 
expanded and contr~c ted by the regu·l ar poo I nome.nc I a ture 
procedure rather than by s epa I" ate hearings and further 
revisions of Order R·111. 

(22) Expansiqn of the R-111 area to coincide with the . . ~;:, 
KPL.A wll I bring i.md~r the purview or this order areas wher,. ~;~~>··; 
potash Is either ai;)Sent or. no,•col1'111ercial and such areas 
should be granted ·. less string,tnt casing, cementing and 
plugging requirements. at the discretion of the OCD district 
supervisor. 

(23) The propo5ed revision of Order R-111-A wi II permit 
the dri I ling of wel)s for. a·; 1 or gas in areas previously not 
available for such drilling and wi If pr~ve.nt waste of potash, 
and further, wi II s.erve to reduce con r"·., ion and uncertainty in 
the conduct of operations by both tt-e potash and oil/gas 
industries, alI to the benefit cf the state and Its citizens. 

I T I S THERE FORE ORDERED TH,A,T: 
~---................ 

This order. shal I be known as The Rules and Regulations 
Governing the Explo-ration and Development of Oi 1 and Gas in 
Certain Areas Herei:n Defined, Which Are Known To Con~aln· 
Potush Reserves. · 

A. OBJECTIVE 
~-.... ---

The objective :of these Rules and Regulations is to 
prevent w.aste, pro~ect correla ,:lve rights, assure maximu.m 
conservation of the oil, gas and potash resources· of New 
Mexico, and permit : the economl•: recovery of oi I, gas and 
pot~sh minerals in the area her~lnafter defined. 

; · ; ·. 
•,: . ' 

; ,,, 



;,:, 

~· - - - - - - - -

SEP-16-2003 TUE 09:41 AM 

-5· 
case No. 9 31 6 
Order No. R-111-P 

a. Tf IE f'OT AS II AREA _...,..... __ _....,.. __ _,.. __ _ 

FAX NO. P. 06 

(1) The Po:tash Area. as described in Exhibit A. 
attached hereto and m~de a part hereof. represents the are~ 1n 
various parts of which potash mirling operations a_re now 1n 
progress. or in which· core tests indicate cornnerc1al potash 
reserves. Such area - is coterminous with the -Known Potash 
Leasing. Area (KPLA) as determined by the U.S. Bureau of ~and 
Management (BUM). 

(2) The Potash 'Area, as described in Exhibit "A 11 

may be revised by the ·Division after due notice and hear-ing at 
the regular pool nom.-nclature heatrlngs, to reflect changes 
made by BWM In its KP~. 

C. DRILLINC IN THE POTASH AREA ... ~-----~---~----·--

(1) AI I dr·tl I lng of oi I and gas wei Is in the Potash 
Area shal I be su~ject · to these Rules and Regulations. 

(2} No w~l~s shall " be drl I ted ror oi I or gas at a 
location which, in the opinion of the Division or its duly 
authorized representabve,· would result in undue waste of 
potash deposits or ~o~stltute a h~zard to or interfere unduly 
with mining of potash :deposlts. 

No mining operations shall be conducted in the 
Potash Area that would, In the op i nion of the Division or its 
duly authorized representative, c~nstitute 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 cf)scovery of ui I or gas in the Potash 
Area, the Oil Conser"v~tion · Dfvisfc,n may promulgate pool rules 
for the affected area ;after due notice and hearing in order to 
address conditions not fully c:overed by these rules ""d the 
gener•l rules. 

(~) The Oi~lslon's · District Supervisor may waive 
t~._ requirements of Sections 0 an,j F which are more rigorous 
th•n _the general rules upon satisfactory showing that a 
locatton Is outside the Ll fe of Mine Reserves (LMR) and 
surrounding buffer zone as defined herernbelow and that no 
conmerclal potash res~urces wi I I be unduly diminished . 

(5) All en~ounters with flarnnable gas. 
~ydrogen sulfide, during dri I ling operations shal 1 

1nmedlately to the appro,.,riate OCC· District office 
a written report of same. 

including 
be report.ed 
fa I I owed by 

· .. 
' 

--
;, 
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D. DRil.L.ING AND CASING PROGRAM __ _...,._~--------··--------
( 1) For : the purpose of the regu I at ions and the 

dri I I ing of wells for oi I and gas. shallow and deep zones are 
defined as follows: ; 

(a) The sha I I ow zone sha I I inc I ude a I I 
formations above the base of the Delaware Mountain Croup or, 
above a depth of s,Ooo feet, whichever is lesser. 

( b) .' The deep zo11e shal I include all forma' tions 
below the base of ~he Delaware Mountain Croup or. below a 
depth of 5,000 feet :. whichever is le5ser. 

(c) : For the purpose of ldenti fication, the 
base of the Delaware Mountain Croup is hereby 1denti fied as 
the geophysical log marker fou11d at a depth of 7'105 feet in 
the Richardson and · Bass No. 1 Radke well in Section 21, 
Township 20 South, · Range 31 E;ut, NMPM, Eddy County, New 
Mexico. 

~·:~ ·~·:~ .. 
(a) : A surface casing string of new or used c ;~.J:y 

field casing in good condition shall be set in the "Red Bed · 
section of the basal Ru5tler formation immediately above the 
salt section, or i'n the anhydrite at the top of the salt 
section, as determined necessary by the rP-gulatory 
representative· app·roving the dri II ing operations, and the 
ciment shal I be ci~culated to the surface. 

(b) · Cement shal I be allowed to stand a minimum 
of twelve (12) hours under prl!!i!llr"e and et total of twenty-four 
(24) hours before dri I I ing the plug or initiating tests. 

(c) Casing and wilter-shut-off tests shall be 
made both before and after dr l I ling the plug and below the 
easing seat as fol1ows: 

(i} If rc•tary tools are used, the mud 
shal I be displaced with water and a 
hydraulic pressure of six hundred (600) 
pounds per square Inch shall be appl led. 
If a drop of one hundred . (100) pounds per 
square inch or more should occur within 
t h i r t y { 3 0 ) rn i nut e s • correct i v e me as u res 
shal I be applied. 

{ i i ) I f c: a b I e t o o I s a r e u s e d • t " e mu ct<. · 
s ha I I be ba i I ed from the hoI e. and i f .. 
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hole does not remain dry for a reriod of 
one h o u r , c o r r e c t i v e me a s u r e s s h a f I be 
applied. 

{ d ) The above r e qu i r eme n t s for the sur face 
casing string shal I be applicable to both the shallow and deep 
zones. 

( 3 ) ~.! ro! eU!,~lr.!.!l9: 
(a) A : salt protection string of new or used 

oi I field ~asing in good conditio~ shal I be set not less than 
one hundred (100) feet nor more than six hundred (600) feet 
below the base of the :salt sectior1; 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 OCO District Supervisor the 
wellbure mely be dt:!via'ted rrum the vertical ufter c:umpletely 
penetrating Marker Seq No. 126 {U$GS) but that section of the,· 
casing set in the de~lated portion of the wei !bore shall be 
centralized at each jqint. 

(b) Tne salt protection string shall be 
cemented, as follows: ! 

{ ~} For we I Is dr i I I ed to the sha I I ow 
zone, the string may be cemented with a 
nqminal volume of cement for testing 
purposes only .. If the exploratory test 
w"ll Is compl ·eted as a productive well. 
t~e string s~1all be re•cemented with 
s&;lfficient cement to fi I I the annular 
space back nf the pipe from the top nf the 
first cementing to the surface or to the 
bqttom of the eel lar. or may be cut and 
pylled if the production string Is 
t:P.mr.ntnrt tu lhr "urf;u:n ,,~ ru·uvidr.d In 
S\iolb•se~tlon 0 (S)(a)(l) below. 

(jt) For wel l s dri I led to the ·deep zone, 
t~e string n~st be cemented with 
sufficient ce1'nent to fill the annular 
space back of the pipe from the casing 
seat to the sur face or to the bot tom of 
the cellar. · 

(c) If the
1cement fai ~~~ to reach the surface or the 

bottom of the cellar, ~ where required, the top of the cement 
shall b~ !ocated by a' temperature, gamna ray or nther survey 
and add1t1ona1 cemenUng shall b•1 done until the cement Is 
brought to the point ~equir~d. 
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The fluid used to mix w i tl1 the cemen~ 
w i t h the sa I t s c orrmo n to the zones 
suitable proportions but not less than 1! 
by weight of cement . 

(e) ~ Cement sha I I be a I I owed to s t a nc.l a min i mum 
of twelve ( 12) houl:s under pre~;sure and a total of twenty-four 
(24) hours before c;frilling the plug or init i ating tests. 

(f) ; casing test$ shal I be made both before and 
after dri I ling the ·i plug and be !ow the casing seat, as follows: 

( i ) I f r o tar y too I s a r e used , t he mud 
shall be •displaced with water and a 
hydraulic pressure of one thousand (1 000) 
pounds per square inch shall be app l ied. 
If a d~op of one hundred (100) pounds per 
square inch or more should occur w i thin 
t h i r t y ( 3 0 ) m i n u t e s , co r r e c t i v e me a sure s 
shal I be applied. 

( i i) I~ c:able tools are used, the mud 
shal I be bailed from the hole and if th~_ ..... 
hole does not remain dry for a period r--<t·<" 
one hour, corrective measures shall b. 
app I i ed. 

(g); The o ·ivision, or its duly authorizf!d 
representative. m~y require t i le use of centralizers on the 
salt protection s~ring when ir1 t11eir judgment the use of such 
centralizers woula offer fur t her protection to the salt 
section. ' 

(h) Befor~ dri II ing the plug a dri I I ing spool 
installed below the bottom bf ,Jwout preventer or the we i lhead 
casing outlet shaf I be equipp·!d with " rupture elise nr other 
automatic pressur,-rel ief dev i ce set at 80i of the API-rated 

. burst pressure of~ new cas ·ing or 60~ of the API-rated burst 
pressure of used ~asing . The disc or rei ief . device should be 
connected to the !r ig chokP. rnt~f\i fold systP.m so then <lrlY flow 
can be control le~ away from the rig. The 'fi!iic or rei ief 
device shall rema ~in installed as long as drilling acti'lities 
c:ont inue in the ~ell unt I I the intermetlia te or produc·t ion 
casing Is run and fcemented. 

protection 
deep zones 
above. 

(j) The abov·e requirements for the salt 
str i ng~ shall be applicable to both tile siHJIIow and 
excep~ for sub-sect i on 0 (3} (b) (i} and (i i l 

: 

··:.:····· 



SEP-16-2003 TUE 09:45 AM 

-9-
Ca s e No. 9 3 1 6 
Order No. R-111-P 

FAX NO. P. 10/32 

[ 4 ) I n t e r~B.ll..i.!!~5~ : 
; 

(a) I~ drf II ing wells to the deep zone for oi I 
or gas, the oper·ator ; shall have the option of r unning an 
intermediate string of pipe, unle1s the Division requires an 
Intermediate string be run. 

• ' 

(b) Cementing procedures and casing tests for 
the intermediate string shal I be the same as provided under 
sub-sections 0 (3) (c), (e) and (f) for the salt protection 
5trlng. i 

(51 Production Strlns: 

(a) A ~ productlon string shal I be set on top or 
through the o I I or g~s pay 1one and sha I I be cemented as 
follows: 

• 

(i) For wei Is drl lied to the shallow zone 
t~e production string shal I be cemented to 
tHe surface if the salt protection string 
w.~s cemented un I y with a nomina I vo I ume 
fqr testing purposes, In which case the 
salt protection string can be cut and 
P411 ed be fore the produc t1 on string i s 
Ctlmented; pro'llded, that If the salt 
pr.otection stl"lng was cemented to the 
s4r facP., the production string sha I I be 
cemented with a volume adequate to protect 
tt; e pay zone and the casing above such 
zane. 

( 1: i) For we II s dr i II ed to the deep zor1c , 
the productforl string shall be cemented 
wlith a volume adequate to protect the pay 
zqne and the casIng above such zone; 
p~ovided, that If no inter~edlate string 
s~~ll have bevn run and cemented to the 
syrface. the production string shall be 
c:,mented to the surface. 

(b) C~menting procedures and casing tests for 
the production string: shall be the same as provided under· 
SUb-sectfon 0 (3) (c);. (f!} Dnd ( f') for the salt protection 
string~ however if tllgh pressure oil or g&Js production Is 
d r scovered In an are~. the 01 vi sll on may promulgate the 
necessary rules to pr-vftnt the charging of the salt section. 
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E. DRILLING FLUID FOR SALT SECTION 
------~------------------------

The fluid u:sed while drilling the s<Jit section shall 
consist of water , to -which has bE·en added sufficient salts of 
a character cornnon to 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 specifically intended to prevent enlargP.d 
d r i I I ho I es. 

F. Pt..UGG I NG AND ABAND<.:tr-L'.IENT OF WELLS --...--r---·--------·-----------·-
(l) All ~ells heretofore and hereafter drilled 

within the Potash Ar~a shal I be plugged in a manner and i n 
accordance with the ·general rules or field rules Pstablished 
by the Division that : wi I I providl! a solid .cement plug t11rough 
the salt section an~ any water-~earing horizon and prevent 
I iquids or gases frqm enter ·ing t: he hole above or below the 
salt section. 

[2} The fluid used to mix the cement shal I be 
saturated with the s~fts corTJTion to the stilt section penetrated ,. 
and with suitable proportions but not more than three (3) (:>::) 
percent of calcium ; chloride by weight of cement being ··~:· 
considered the desir•d mixture whenever possible . 

C. DESIGNATION OF ORil~BLE LOCATION FOR WELLS 
-------~·--------·-------------------------

(a} : Within nint~ty (90) days following 
effective data of this Order and annually thereafter by 
January 31 If revts~d, each potc:,sh lessP.P., without regnrc1 to 

·whether the lease covers State ·Jr Federal lands, sllall file 
with the Olstrfct M~nager, SLM, and the State Land· Office 
(51..0), a designatiorj of the pota:sh derosits considered by the 
potash lessee to be : its life-of-mine reserves ("LMR"). For 
purposes or this A9reement, "life-of-mir,e reserves" means 
thos• potash deposrts within the Potash Area reasonably 
bel feved by the po~ash I essee to contain potash ore in 
sufficient thickness <Jnd grade to be mineable using current 
day mining methods,] equlpmer"'t <tnd techn~logy. Information 
used by the potash ; lessee in identifying · its L\IR shall be 
filed with the BLM ~nd SLO but wi I I be considered privileged 
and c:onfidentifll ":trrtcit! $"c:re t s and cnnmercial .•. 
• information" within the meani ''l9 of Ill C.F.R.§2.1J(c)l4) 
(1986), Section 19·f-2.1 NMSA Hl78, and not sllbject to public 
disclosure. 

(b) ; ALithnri zec..l officers of tile 81.).,1 and SL.O .··_;"'··, 
shal I review the in; formil~ ion submi ttec.l by each r'nte~~h I esse~ , ,· ... 

. ; 
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in support of its ~R designation on their respective lands 
and verify upon . request, that t he. data ~sed by .the pot.ash 
lessee in establ ishi:ng the boundar1es of 1 ts LMR IS consistent 
with data available : to the BLM etnd SLO . Any disputes between 
the BLM and (')Otash : lessee cont:erning the boundary of a 
designated LMR shaU be resolved I n accordance with the 
Department of Interior's Hearin~JS and Appeals Procedures, 143 
C.F.R. Part 4 (1986 ) . 

(c} ~ A potash le1see may amend its designated 
U4R by filing a revised deslgn;ttion with the BLM and SLO 
accompanied by the information referred to in Section A above. 
Such amendments mus~ be filed by January 31 next following the 
date the add It i ona I .:data becomes ava i ·I ab I e. 

(d) ~ Authorized •1fficer!t nf tht"? RLM nnd SLO 
shalf conmlt the cle~ignated LMit uf each putcnh lessee tu a · 
map(s) of sui table •cale and thttreafter revise the map(s} as 
necessary to reflec~ the latest amendments to any designated 
LMRs. Thes.e maps :shall be Cl)ntldered privileged and 
confldentia(and exempt from disclosure under qJ C.F.R. Part 2 
and 119-1-2.1 NMSA ;1978 , and wi II be used only for the 
purposes set '·forth l;n this Order. 

(e) ;The foregoing ·procedure can be modified by 
policy changes wi thl·n the BLM and State Land Office . 

( 2) Be fo~e conmenc i ncr dr·l IIi ng opera t Inns for o i I 
or gas on any land• !within the ~otash Area. the wei I operator 
sha II prepare a map or pI at showIng the I oca t 1 on of the 
proposed we I I, saId :map. or pI at to accompany each copy of the 
Notice of lntentlon ~ to Drill . In addit i on to the nwnber nf 
copies required by ~he Division, the well operator shal I send 
one copy by registered mal I to each potash operator holding 
potash. leases withi11 a radius o•f one mile of the p·roposed 
well. as reflected ~Y the plats subml tted under paragraph I 
(2). The well oper~tor sha.ll furnish proof of the fact that 
said potash operator,s were notified by registered mai I o f his 
Intent by attachl.ng :return receipt to the copies. of the Notice 
of Intention to Drlli l and plats furnished the Division. 

(3) Or'i I tiing appl icatldns on federal lands will be 
processed for appro.~al by SLM. Applications on state or 
patented lands will :be processed by the Division and, in the 
case of state lands:, In collab~lratiori with the SLO. The 
0 i v i s i on w i I I f I r s t ·! a s c e i" t a i n f rom the 8 UA o r s L.O t h a t the 
location Is not within t he L.MR area . Act .ive mine workings and 
mlned·out areas shal;l also be treated as ~JAR. Any application 
to d r I I I I n the LMR a rea , I n c l1.1d I ng bu f fer zones • may be 
~pproved only by mu~ ual agreement of lessor and lessees of 
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both potash and oi l·~ and gas intE·rests. Appl ic'ations to ciri I I 
o u t s i de t he LMR w i I r be a p p roved a s i n d i c a t e d be I ow ; p r o v i de d 
there i$ no protest i from potash lessee within 20 days of his 
r e c e i p t o f a copy a f; the no t f c e : 

(a) a shah low well shall be drilleci no cl,ser 
to the LMR than c1ne-fnurth [t/UJ mile or- 110~ 
o f t11:e de p t h o f t ;H! n r t'! • wt1 i c II ever i s u r· P. ,, t e r . 

(b) A deep wei I shal I be dri I led no closer than 
one·h~lf (1/l} mile from the LMR. 

H. INSPEC1f'I.QN OF DRIL'-ING AND MINING OPEP.ATIONS ---.... ~--------··---·------------·---------

A represer;tat ive of any potash lessee within a 
radius of one mile ifrom the well location may be present 
durtng drilling, cemt!nting. casing. and plug~ing nf any oi I or 
gas we I Is. to observ~e con fnrmi:lnc e with tllr.se regu I Cl t ions. 
Likewise, a representative of the oi I and gas I essee may . 
Inspect mir.1e wor.l<ing~ on his lea!ie to observe conformance with: ... ~:,:.:~_:] 
these regufations. 1 ~· 

I • F I L INC : OF WEl.L. SURVEYS, MINE SURVEYS 
ANfS-J.O'fA~R-iSE'v~Cc;pM~Nf-f!CANs _____ _ 
---~-------··-------

( 1 ) Ql.!:~£.!..!.£!!!L~!!!:~!~:! : 

The D~vlsion may ~equire an operator to fil~ a 
certified direction~! survey front the surface to a roint below 
the lowest known pot;ash•bearing hori:zon on any well dri fled 
within the Potash Ar.a. 

£2 > ~~!_~!:~!l1: 

Within 30 days after the adoption of this order 
and thereafter on or! bf!fore January 31st of each year. each 
potash oper~tor shal~ fL1rnish the Division twn copies of a 
plat of a survey of ~he location. or his leaseholdings and all 
of his open mine wor~lngs. ~hich plat shall be avai fable for 
publ lc inspection ancf nn a scale acceptable to the Division. 

. ~ 
J. APPLICABILITY OF STATEWIDE RULES AND REGUL/\TIONS 

-------l~----------~--~-----~~~---------------
l\11 9f111Ct';tf. !oltillt•widn r·ulns '""' r('qrrl;l!inrt" o( tltc .... .. 

Oil <.:c:mservation Ui~visicm governing tlln tJevP.IIlf'tllent. . ... · 
operatron, ar1d produqtion of nil rlnd gas in the St:1t1'! of tle~·,., 
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Mexico not inconsistent or in conflict herewith, are htH·eby 
ado'pted and made applicable to thE: areas described herein. 

IT IS FURTHER ORDERED THAT: - ___ ...,._,... ____ _ 
{1) Order R-111 and amendrr..ents through R-111-0 are 

hereby rescinded. 

(2) Jurisdiction of this cause is retained ftlr the entry 
of suc:h further orders as the Conl'nission may c.Jeem necessary . 

Done at Santa Fe, New Mexico on the day and year 
hereinabove designated . 

STATE OF NEW MEXICO 

0 I L CONSI:s: C(J.I\11 SS I ON 

~Q.l L-

\VI LLIAM J. Chairman 
and Se 
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EXHIBIT "A" 
CA~E \l:J16 

ORDER R- ·; 1 I -P 

CONSOLI DATED LAND DESC:R I t"T :ON OF THE Kf"f'IWN· POTASH 
LEASINC AREA, AS OF FEBRUARY 3, 1988 

EDDY COUNTY , NEW MEX I·CO 

TOWNSH I P 1 B SOUTH, RANCE 3 0 EAST, N~tPM 
sec"FTon-To:--~E71i-seTii ___________ _ 
Section 1 1 : S /2 SW /IS 
Sect l on 1 3 : W /2 SW /II and SE /14 SW /4 
Section 1 4 : W 12 NE/ll, NW/ q and S/2 
Section 1 s : E/2 NE/11, SE/ II SW I q and SE/4 
Section 2 2 : . N I 2 , N I :! SW I q • SE/4 SW/4 and 
Section 23: AI I 
Section 2 4: N/2 NW/11. SW/4 NW /4 and NW/ q 

Sec tl on 2 6: NE/4, N/2 NW/'- and SE/4 NW/4 
Section 27: N/2 NE/1' and NE/4 NW/4 

TOWNSHIP 19 SOUTH, RANGE 29 EAST, NMPM 
~eC1Ton-rr:--s£ra--s~::n;---------

section 12: SE/4 NE/'1 and S/2 
Section 1 3 : A I I 
Section 14: NE/If, 51!/!J NW/4 and S/2 
Section 15: SE/4 SE / 4 
Section 22: NE/4, E/2 W/2 and SE/4 
Section 23: All 
Sect I on 21f : A 1 I 
Section 25: NW/4 NW!4 
Section 26: N/2 NE/~ and NW/4 
Section 27: NE/4 and E/2 NW/4 

TOWNSHIP 1 9 SOUTH, RANGE · 30 -~~!.!. ~trM 
~ectloii-2: SWT{-- -

SE/4 

SW/4 

Section 3 : W/2 SWtr~. SE/4 SW/ q, S/2 SE/4 and 
NEfll SE/4 

Section 4 : Lots 3 ::md ~ , SW/ q NE/If, S/2 NW/4 
and 5/2 

Sect I on 5 : Lots 1 , 2 ' and 3, S /2 N.E/4, 
S/2 NW/4 and S/2 

Section 6 : S/2 SE/ ·~ and NEJq SE/4 
SectIons 7 to 1 0 inc I us i ve 
Section 1 1 : S/2 NE/ ·~, NW/4 NW/4 and S/2 
Sect I on 1 2 : NE/11, S/2 NW/Q and S/2 
Sec tl on 1 J : NE/4, w /2, N/2 SE/'t and SW/ If SE/'t 
Section5 1 " to 1 8 inc I•Js I ve 
Section 1 9 : Lots I ' 2 , and 3, NE/11, E/2 NW I II, 

NE/14 SW/ q, E/2 SE/11 ancJ 
N\V I q SE/4 

Sections 20 to 2 3 inci;Jsive 
Section 2" : NW/11, NW/ q SW/ II an <.I ~/2 ~w 1 LJ 



SEP-16-2003 TUE 09:46 AM 
FAX NO. P. 16/32 

Section 25: 
Sect ion 26: 

Section 27: 
Sect ion 28: 
Section 2 9: 
Sect ion 32: 
Section 33 to 
Section 3 6: 

-2-
EXH I 8 I T '1 A 11 con • d 

NW I 4 NW I'' 
NE/q NEI~. Wl2 NEI4, Wl2, W/2 SEI4 

and SE/11 SE/Q 
AI I 
AI I 
E I 2 , E 12 NW I 4 and I ~WI 4 NW I 4 
E/2 and SE/4 SW/4 

35 Inclusive 
NW/4 NW/4, 512 NW/4 and 5/2 

TOWNSHIP 19 SOUTH, RANGE Jt EAST. NMPM sectTon--7:----[ots-r:-2:-a;;a-3-ana-E/2 NW/4 
Section 18: Lots 1, 2, and 3 and SWI4 NE/4, 

Section 
Sect ion 
Section 
Sect ion 

3 1 : 
34: 
3 s : 
3 6: 

~ E/2 NWI4 and NEI4 SW/4 
Lot 4 
SE/4 SE/4 
5/2 SWIU and SW/4 SE/4 
S I 2 SE I,, 

LEA COUNTY, NEW MEXICO 

TOWNSH I P l 9 SOUTH, RANI~E 3 2 EAST, NMPM sec1"Ton-3r:---rot--q--·------------
section 33: Lots 1 to q Inclusive and Nl2 512 
Section 34: Lots 1 to 4 Inclusive and N/2 S/2 
Section 35: Lots 1 to q inclusive and Nl2 Sl2 
Section 35: Lots 1 to q Inclusive, SE/4 NE/4, 

NW/4 SW/4 and NE/4 SE/4 

TOWNSHIP 19 SOUTH, RANGE 33 EAST , NMPM 
Sec1Ton-12:----~E7q-N~7q~-~7!-SW7~-and SE/4 
Section 23: S/2 NW/4. SW/4, W/2 SE/~ and 

Section 
Sect I on 
Sect I on 
Sec tl on 
Sect I on 

2 5 : 
26; 
2 7 : 
28: 
30: 

Section 31: 
Section 32: 
Sections 33 to 
Sec: tl on 3 6: 

SE: 14 SE /4 
SW/ 4 NYI/ 4, Wl2 SW/4 and SE/4 SW/ 'I 
AI I . 
All 
S/2 SE ! If and NE/q SE/4 
Lots 2 to 14 Inclusive, S/2 NE/If, 

5~14 NW/4, E/2 SW/~ and SEI4 
All 
NE I 4 , ·s 12 NW I q 
35 inclusive 
W/2 NE/4, SE/4 

and S/2 

~ . .{... . 
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EDDY COUNTY. NEW MEXICO 

TOWNSH I.P 2 0 SOUTH, RI\NGE :z 9 EAST. t~\IPM · 
~ictTon--r:----sE74-N~7q-ina~!7i-~erq-
sectlon 13: SW/~ NW/If, W/2 SW/4 and SE/q SWJq 
Section 1q: NW/4 NE/4, S/2 NE/4, NW/4 and S/2 
Section 15: E/2 E/2, SE/4 SW/4 and W/2 SE/~ 
Section 22: E/2 and E/2 NW/4 
Sec t I on 2 3 : A I I 
Section 21f: SW/4 

·Sect i on· 2 5 : 
Sect I on 2 6 : 
Sect I on 2 7: 
Section 31f: 
Sect I on 3 5 : 

N/ 2, 
AI I 
E/2 
NE/11 
Nl2 

NE/4 , W/2, W/2 SE/4 and 
SE/4 SE/q 
SW/4, W/2 SEI4 and NE/4 SE/4 

Section 36: W/2 NE/4 c!nd NW/4 

TOWNSHIP 20 SOUTH, RANGE 30 EAST, NMPM 
~ection51toii-TncTusivit 
Section 5: l.ots 1 to 3 inclusive, S/2 N/2 

and :i/2 

P. 17/32 

Sect I on 6 : Lots 5, 6, and 7, S/2 NE/4, E/2 SW/4 
and SE/4 

Section 7 : 
Sections 8 to 
Section 18: 

Lots 1 and 2, E/2 and E/2 NW/4 
17 lnclusl'lle 
E/2 

Section 1 9 : 
SectIons 2 o 
Section 30: 

E/2 · and SE/4 SW/q 
to 29 inclusive 

l.ots 1 to 3 inclusive, E/2 and 
E/2 W/2 

Section 31 : NE/4 and E/2 SE/'1 
Sections 32 to 36 inclu~lve 

TOWNSH I P 2 0 SOUTH, RANGE: 3 1 EAST, NMPM 
s-;cn;;;;-r:---rars-r-Tci'-3-TncTLisTve-:-s 12 N' 2 

Sect I on 2: 
Sect l on 3: 
Section 6: 

Section 7: 
Section 8 : 
Section 9: 

Section 1 o: 
Sec.t ions 1 1 to 

and S/2 
AI I 
Lots 1 and 2, S/2 NE/4 and S~/4 
~ots Q to 7 inclusive, SE/lf NW/Q, 

E/2 SW/q, W/2 SE/4 and 
SE/q SE/11 

All 
S/2 N/2 ancf S/2 
s I z NW I q I S\V f q , 

SF./4 SE/4 
Ef2 nnd SW/'1 
36 lnclliSive 

W/2 SE / ~ ann 

. 
~ 
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LEA .COUNTY I NEW MEX I co 

TOWNSHIP 2 0 SOUTH, MNGI~ 3 2 EAST, NMPM 
secTions-r-To-~-riicTusrve ____________ _ 
Section 5: S/2 SE/~ 
Section 6: ·Lots II to 7 inclusive, SE/4 NW/1.4 , 

E/2 SW/4 and SW/4 ~ E ! Q 

Sections 7 to 36 inclus i ve 

TOWNSHIP 20 SOUTH, RANGE J.J EAST, NMPM 
· ~ecTToni-r-To-36-TncTusTve------------

TOWNSHIP 2 0 SOUTH, RANCE 3 4 EAST, NrAPM · SectT'on--r:-:--roTs-3-To-7-TncTusTve:--se'" NWtlf, 
E/2 SW/4, W/2 SE/4 and 

Section 7: 
Sect I on 8: 

Section 1 6: 

Sections 17 to 
Section 22: 

Section 2 G : 
Sect Ions 2 7 to 
Section 36: 

SE/4 SE/4 
All 
SW/4, Sd NW/14, W/2 SE/4 and 

SE / ~ SE/11 
W/2 NW/4, SE/4 NWII&, SW/4 and 

S/ :! SE/4 
21 inclusive 
N/2 NW/~. SW/4 NW/11, SW/4, W/2 SE/4, 

and SE/4 SE/4 
SW/4, W/2 SE/4 and SE/4 SE/4 
35 inclusive 
SW/4 NW/4 and W/2 SW/4 

EDDY COUNTY, NEW MEXICO 

TOWNSHIP 21 SOUTH, RANGE 29 EAST, NMPM 
~icTToiisT-To-J-riicTus·Tve _______ _ 
se·ction 4: Lots 1 through 16, NE/11 SW/4 and 

Sect ion 5: 
Section 10: 
Sect Ions 11 
Sect I on 1 5: 
Sect I on 2 3: 
5 ec t I on 2" : 
Sect I on 2 S : 
Section J 5: 

Section 36: 

SE:/If 
Lot 1 
N/2 NE / 4, SE/4 NE/4 and SE/4 SE/4 

to 14 inc l usivP. 
E/2 NE / 4 and NE/~ SE/IJ 
N/2 NE / Lf 
E!2, Nl2 NW/q a, .. i SEf4 · NW!IJ 
NE/q NE!Lf and S 1 ~ SE/4 
Lots 2 to q Inclusive. S/2 NE / Lf, 

NE/Q SW/~ and N/2 SE/4 
Lots 1 to 4 lncl.ltsive, f'JE/4, 

E/2 NW/4 and N/2 S/2 

TOWNSHIP . 2 1 SOUTI I, r<ANGE 3 0 EAST. NMPM 
---------~---:----~~---r~:: r:-:: ; :;-;---------··--
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TOWNSHIP 21 SOUTH, RANCE 31 EAST, NMPM 
~ecTTons-r-To-J&IiicTusT~ie ______ _ 

LEA COUNTY. NEW MEXICO 

TOWNSHIP 21 SOUTH, RANCE 32 EAST. NMPM sectTonsTt·o-27-Tnciusrve _______ _ 
Section 28: N/2 and N/2 S/2 
Sections 29 to 31 inclusive 
Section 32: NW/4 NEILl, NW/4 and NW/LI SWJq 
Section 34: N/2 NE/11 
Section 35: N/2 N/2 
Section 36: E/2, N/2 NW/If, SE/q NW/q and 

NE/ II SW/ 4 

TOWNSHIP 21 SOUTH, RANGE 33 EAST. NMPM 
~ect•on--r:----toti-2~~-,-,ncTuiTve:-Lots 10 to 

1q Inclusive, N/2 SW/11 and 
SW/ ~ SW/ If 

Sections 2 to 11 Inclusive 
Section 12: NW/4 NW/'l and SW/'t SW/4 
Sec:tion 13: N/2 NW/11, S/2 N/2 and S/2 
5 e c t i o n s 1 Ll t o 2 If i n c I u !I I v e 
Section 25: N/2, SW/q and W/2 SE/4 
Sections 26 to 30 lnclu~lve 
Section 31: Lots 1 to 4 inclusive, NE/4, 

E/2 W/2, N/2 SE/4 and 
sw , ,. se 111 

Section 32:· N/2 and I~W/11 SW/4 
Section 33: N/2 
Section 311: NE/4. N/Z NW/4 and E/2 SE/If 
Section 35: All 
Section 36: W/2 NE/11, NW/LI and S/2 

TOWNSHIP 21 SOUTH, RANGE 
~ectTan-r,:----w72 _____ _ 
Section 18: All 
Section 19: Lots 

Section 20: 
Section 30: 
Section 31· : 

NW/ q 
Lots 
Lots 

1 t o 4 I n c I us i v e , NE I 4 • 
E/2 W/2, N/2 SE/4 and 
SWfq SE/4 
NW/ q 
1 and 2 and NE/U NW/LI 
3 c1nd 4 

EDDY COUNTY, NEW MEXICO 

TOWNSH I P 2 2 SOUTH . . RANCE 2 8 EAST. Nt.IJ·'fvl 
sucT1oii-3fi:----r: T2-~ i r·-----":"'---:-·-· --· 
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TOWNSHIP 22 SOUTH, RANGE 29 EAST, NMPM ·secTTans-T-ana-2-rncTusive------------
section 3: 
Section 9: 
Sections 10 
Sect ian 1 7: 

SE/q SW/4 <:~nd SE/4 
S/2 NE/4 and S/2 

to 16 Inclusive 
S/2 SE/4 

Section 19: SE/4 NE/~ and E/2 SE/~ 
to 28 inclu!: ive S~ct ion5 20 

Section 29: 
Section 30: 

N/2 N/2, S/2 NE/4 and SE/4 
NE I 4 NE I u; 

Sect I on 31 : Lots 1 t(r 4 inclusive. S/2 NE/'1. 

Sect ions 32 to 
E/2 W/2 and SE/4 

3 6 i n c I u ~; I v e 

TOWNSHIP 22 SOUTH, RANGE 30 EAST, NMF'M 
sect'Toni-no-36-in~Tusrve-----------

TOWNSHIP 22 SOUTH, RANGE 31 EAST, NMPM 
~i~TToni_T_T;-rr-T~~T~iTvi------------

Section 12: NW{q NE/U, NW/4 and NW/4 SWI4 
Section 13: S/2 NW/4 and SW/4 
Sections 14 to 23 inclu:sive 
Section 24: W/2 
Section 25: NW/4 
Section 26: NE/4 and N/2 NW/4 
Sections 27 to 34 inclusive 

LEA COUNTY, NEW MEXICO 

TOWNSHIP 22 SOUTH, RANGE 32 EAST, NMrM 
~ecTTon--r:----caT-r------------------

sectlon 6: Lots 2 to 7 inclusive and SE/4 NW/4 

TOWNSH I P 2 2 SOUTII , RANGE 3 3 EAST . NMPM 
5ectTon--T:----Loti-T-ta-~-TncTusTve7-S/2 N/2 and 

""2 s /2 
Sect ion 2 : All 
Sect .f on 3 ·: Lot 1 • SE/11 NE/11 and SE/11 
Sect ion 6: Lot 4 
Section 1 0 : NF./4 
Section 1 1 : NW/4 NE/4 and NW/4 

TOWNSHIP 22 SOUTH, RANCE 34 EAST. NMPM 5ec1Ton-r:-.---[ot5_ij_To-s-TncTusTve-- , .:. .-~· · 
.· . 
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EDDY COUNTY, · NEW MEXICO 

TOWNSHIP 23 SOUTH, RANGE 28 EAST, NMPM 
~e~TTon--r:--car-r--------------------

TOWNSHIP 2 3 SOUTH. RANCE 2 9 EAST, N.I\1P'v' 
~iCTTons-r~o-s-TncTuiTvi ____________ _ 
Section 6: Lots 1 to 6 Inclusive, S/2 NE/1.1, 

Section 7: 
Section 8: 
Sections 9 to 
Section 17: 

SE/4 NW/~, E/2 SW/Lf and SE/1.1 
NE/1.1 and Ne/4 NWfq 
N/2, N/2 SW/4, SE/4 SW/4 and SE/4 

16 Inclusive 
NE/4 and E/2 SE/4 

Sections 21 
Sect ion 24: 

to 23 Inclusive 

Section 25: 
Sect I on 2 6 : 
Section 27: 
Sect I on 2 8: 
Sect I on 3 3 : 
Section 34: 

Section 35: 
Sect ion 36: 

N/2, SW/4 a~d N/2 SE/Q 
\V/2 NW/4 ctnd NW/~ SW/1; 
AI I 
AI I 
N/2, N/2 SW/4, SE/4 SW/4 and SE/4 
N/2 NE/'1 and NE/4 NW/U 
NE/4, E/2 NW/4, NW/~ NW/4; 

NE/4 SW/4 and SE/4 
All 
W/2 NE/4, NW/4 and N/2 SW/4 

TOWNSHIP 23 SOUTH, RANGE 30 EAST, NMPM 
~ectTons-r~;-ra-TncTusTve ___________ _ 
Sect I on 19: N/2, N/2 SW/4, SE/4 SW/4 and SE/4 
Sect I on 2 0: All 
Sect.lon21: All 

P. 21/32 

Sect I on 2 2: N/2, S/2 SW/4, N/2 S/2 and SE/Lf SE/Lf 
Sect Ions 23 to 25 inclusive 
Section 26: E/2, SE/4 NW/4 and SW/4 
Section 27: N/2 NW/4, SW/4 NW/U, SE/11 SW/4, 

S/2 SE/q and NE/4 SE/11 
Sec:tion 28: N /2 and s.w/ q 
Section 2 9: N/2 and $E/q 
Sect I on 3 0 : N /2 NE/11 
Sec t1 on 3 2 : N/2 NE/If 
Sec:t I on 3 3: SE/4 NE/Q, N/2 NW/q, NE/If SE/lf 

Sections 34 to 36 
and S/2 SE/lf 

inc I U!i I ve 

TOWNSH I P 2 3 SOUTH , RANG!~ 3 1 EAST , NMPI'.1 · 
~ect'Ton-r:---rc;T-ii:-~'N7ii-NWTii'-ana-wr 2 s e , q 
Sections 3 to 7 Inclusive 
Section 8: NE/4 NE/~. W/2 NE/4 and W/2 
Section 9: N/2 N/2 
Section 10: NW/q NW/If nnd S~/Q SF/« 
Section 11: S/2 NF./11, S/2 SW/11 mt~l ~1-/4 
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Sect ron 1 2 : 5\V /4 NW/4 and SW/ 4 
Section 1 3 ! SW/ ~ NE I 4, WI 2 and WI 2 SF./4 
Section I 4 : All 
Sect I on 1 5 : E/2, SE/4 NW/4 and 5\V/ 4 
Section 1 6 : SW/4 <H"'d S 12 SE/4 
Sect I on 1 7 : NW14 and S/2 
Sections 1 8 to 23 . Inclusive 
Sect I on 2 4: W/2 NE/4 and W/2 
Section 25: W/2 NE/4, NW/4 I N /2 SW/ 4 and 

NW I 4 SE/4 
Sect ions 26 to 311 lnclt:tsive 
Section · Js: N/2 NW/ q and SW/4 NW/4 

TOWNSHIP 2Q SOUTH, RANC:E 29 EAST, NMPM s--ecTion-:--r:---cot's-2-ro-ii-Tnclusivi!--
sectlon 3: ~ot I 

TOWNSHIP 21f RANCE 30 EAST, NMPM SOUTH, S"iCt'Ton-r:--rots-r-Yo-ii-TiicTu!Tve-:-s ' 2 
SW / 4 and NW/4 SE/4 

Section 2 : All 
See t ion 3 : All 

N/2, 

Section 4 : • Lots 1 and 2 , S/2 NF./4, SE/It NW/4, 
sw ( 4 sw I If , E/2 SW/4 and SE/LI 

Section 9 : N /2 , N/'Z SW/4 I SE/4 SW/ ~ and SE/4 
Sect I on 1 0 : AI I 
Section 11 : All 
Section 1 2 : W/2 NW/ 4 and NWI 4 SW/4 
Sec-tion 1 4 : \V/2 NE/4 and NW/4 
Section 1 s : NE/4 and N/2 NW/4 

TOWNSHIP 24 SOUTH, RANGE 31 EAST, NMPM 
s&C1To;;-r:---coTiz-Toii-TncTusTve-:-swt4 NE/4, 

S/2 NWJq, SW/ q and W/2 SE/4 
Sect I on 4 : All 
Sect I on s : Lots 1 to ll inclusive, S/2 N/2, 

N/2 S/2 and SE/4 SE/4 . 
Section 6 : Lots 1 to 6 Inclusive, S/2 NE/4, 

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

Section 9 : E/2 ar1d NW/ 4 
Section 1 0: W/2 NE/4 and W/2 
Sec:tlon 35: Lots 1 to 4 inclusive, S/2 

N I 2 5/2 
Section 36: Lot~ 1 and 2 • SW I q NW/4 and 

TOW~ISH I P 2 S SOUTH, RANCE 31 ·EAST, N~H"M 
~ecTToii--r:----[o1's-J··ana-ii-ana-s7i"-F.iw '" 

N/ 2 and 

N/2 SW 

Section 2: Lots 1 to 'I inclusive and S/2 N/2 

·~;;~f; 

·: .: 
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This Statement of Agreement sets forth the joint ·agreement 

of the Potash Industry ar1d Oil and Gas Industry on important 

issues concerning the concurrent devel~pment of potash and oil 

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

represents the efforts o~ numerous n:presentatives from each 

Industry over many months and is lntEJnded to resolve many of 

the disputes that: have arisen as a result of concurrent oil and 

gas drilling · activities in the vicinity of underground potash 

mininq. 

The parties recogqize that this /\•1reernent will' not: resolve 

all disputes or disagreements thaL: may arise and that 

regulatory intervention may still be necessary in some 

instances. By enterinq into this 1·\greement, . however, each 

industry recognizes the right of the other to develop its 

mi~eral resources in a safe and economical manner and 

acknowledges that concurrent development of multiple mineral 

resources places certain limits on E!ach industry. Each also 

aqrees that these limits can be be l:ter defined throuqh good 

fai .th discussions amonq industry rep t:esentatives familiar with 

industry technology and practices titan repeated and proionged 

litigation or administrative pcoceeclings . 

EXII!BIT ''0" 
Cl\.SE NO. 9316 

ORDER NO. R-111-P 
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concessions on issues considered critical t:o it:: in a good fait:h 

effort: to obtain concessions from the other. 

both Industries agree that the teems of 

For this reason, 
::,/1:~: 

this Statement o .:v 

Agreement are subject to the following conditions: 

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

2. The terms of the J\~reement will be submitted to 
and must be adopted without substantial change by 
the U. S. Department of Interior, Bureau of. Land 
Management ("BLM") in lieu of Section III (!) of 
the Secretar.,· of the Interior's Order of October 
21~ 1986 [51 ·~. Reg. 3942 !;]; . 

J. Each Industry will use its best efforts to secure 
approval of the terms of the Agreement from the 
OCC and BLM;. and 

4. In the event the terms in the Agreement are not 
adopted without substantial change 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 pttJceeding before the OCC 
or BLM. 

It is the intention of the parties to this Agreement that: 

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

reserves• or "LMR's,• be permanently protected from oil and gas 

drilling activities; and (2) to ma lta available for oil and gas 

d~illing activities, certain areas ~o~ithin the Potash Ar~a. The 

area of potash deposits protected will be determined in 

accordance with this hgreement but:, generally speaking, will 

encompass the yellow, orange and a rnajor portion of the blue 

- 2 -
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October 1, 1984. A r e a s i n the E' o t cl s h A r e a t 11 a t w i l l be 

available for oil ancJ gas drillirHJ activities will be those 

areas outs ide the designated LMR' s wh i ch, generally speaking, 
I 

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

areas shown on the BLM Potash Resou rc•!s Map as it ex is ted on 

October 1, 19 84, less areas designated as buffer zones by this 

Agreement. 

I. Ibe Potash Arr:.~ 

A. The Area covered by this A;ruement shall be known as 

the ~Potash Area". 

B. · The "Potash Area" includes t:hose tracts' of. land in 

Southeastern New Mexico, ~rom the surface downward, which are 

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

Department of Interior in Section V oe the Order dated October 

21, 1986 and published in the [ederal Begistec on October 2B, 

1986 . [51 £G. IWu. 39426]. It shall also include any 

subsequent revisions to such designattons. The terms "potash• 

and •convnercial deposits of potash• shall have the same meaning 

as assigned by the u. s. Department of Interior. 
;. 

c. It is the inte-nt o f · the · p a r t :L e s to this Agreement that 

the "Potash Area" de~ignated by the State of New Mexico be 

identical to that designated by t :he tl. s. Department of 

Inl:erior .. Accordinqly, if the •potash area• designated in the 

Secret a ria 1 0 r de r -o f oct o be r 2 1 , 1 9 a ti [ 5 1 _w . BJig • 3 9 4 2 5 J i s 

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

- J -
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provided by applicable la1.1s and reg .. llations, will adopt the 

same revision. 

II. Qesignation of Hjne Re~erves 

A. Within ninety (90) days following adoption of this 

Agreement by the occ and BLH and annu ;Jlly thereafter by January 

31 if revised, each potash lessee, without regard to whether 

the lease covers State or Federal lcmds, shall file with the 

District Manager, BLM, a designation of the potash deposits 

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

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

reserves" means those potash deposits within the Potash J\rea 

reasonably believed by the potash lE!SSee to contain potash ore · 

in sufficient thickness and grade to be mineable using current 

day mining methods, equipment and technology. Information used 

:"~~ ... ~. 

by the potash lessee in identifying i ts LMR shall be filed with 

the BLM but will be considered privileged and confidentia ;?.fi"L 

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

meaning of 43 c.F,R. §2.13(c)(4) (1986) and not subject to 

public disclosure. 

B. An authorizea officer of the BLM shall review the 

i-nformation submitted by each pota!!:h lessee in support of its 

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 to the BLM. 1\ny disputes 

between the BLM and potash lessee concerning the boundary of a 

designated LMR shall be resolved in accordance with the 

- 4 -
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Department of Interior's Hearings and Appeals P rocedures, 43 

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

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

a revised designation with the BLM accompanied by the 

information referred to in Section A above. Such amendments 

must be filed by January Jl ne.zt following the date the . 

additional data becomes available. 

o. An authorized officer of t.he BLM shall commit: the 

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

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

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

be considered privileged and confidential and exe~pt from 

disclosure under 43 C.E'.R. Part 2 and will be used only for 

the purposes set forth in tbis Agreement. 

III. tzril\ing in the Potash Are_a 

A. All oil and gas wells drilled in the Potash Area after 

approval of this Agreement by the OCC and BLM, including those 

currently pending before the CCC anti/or BLM, shall be subject 

to the terms of this Agreement. 

a. It is the policy of the CCC and BLM to approve or deny 

applications for permits to drill (APD ' s) in the Potash Area in 

accordance with the following: 

1 . ~~8~n~t.Jtu..U..er ~.QQ~. No o i 1 or gas well sha 11 be 
allowed from a surface loca l:ion: (a) within the LMR of 
any potash lessee; (b) wit t1in one-fourth (l/4) mile, 
or a distance equal to the depth of the ore plus ten 
percent (10\), whichever is greater, of thP. LMR of any 
potash lessee; or (c) where the well casing will pass 
within one-fourth (1/4) mile, or a distance equal to 

... 5 -
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the depth of the ore pl\.JS ten percent ( 10\), ;..r h ichevar 
is greater, of the LM.R of any potash less~~ . 

2. D!LtJti.Q.eJv. (~r_Z.Q!I_e_B_u t.._!ii.t.IJ.i IL..QrJe =ll~ J..L.i.l 1.2) _ntiJ.e_Q { 
~M.~· An 1\PD for an oil or gas ~o~ell at a loc.:~tion mor r:--:-.-. 
than one-fourth ( l/4) mile, or a distance equal to t:h ... ~i< 
depth of the ore plus ten percP.nt ( 10\), whichev~r i 
greater, but less than one~ -ha!f (l/2) mile from the 
LMR of any potash lessee may be approved only if: 
( a) the bottom hole location does not extend below the 
base of the . Delaware Mount~in Group, and (b) the well 
is drilled in accordance with the cementing and casing 
requirements set forth in Section v. 

3 . M9 re Th~e-Ua lLM..i le BILt___w.ft=UL.I.han Orte_rH l:~_L:L~rn · 
~MR. An APD for an oil or ~as well at a location m~re 
than ona-half ( l/2) mile but less than onP. milP.. from 
the LMR of any potash lessee may be approved 
regardless of the depth of the bottom hole lo.cation 
provided: (a) wells :.~ith bottom hole locations below 
tne base of the Oelf . .:Jre M1Juntain Group are drilled in 
accordance with the c ementing and casing r~quitements 
se t forth in Section \' of this Agreement, and 
(b ) wells to bottom hole J.ocations above the base of 
the Delaware Mountain Group may be - drilled witho,u•t .­
regard to the requirements in Section v of this 
Agreement but must be drilled in accordance with then 
current Industry safety st~ndards. 

4. C!lore Than Qrt~ .. ltll~Mn . . An APD for an oi 1 or gas 
well at a location mora than one mile from the LMR -i\~·: 
any potash lessee may be approved reqardless of tt::-:-.· 
depth of the bottom hole location and without regard 
to the requirements of Sec t ion V of this Agreement . 

5. Oc!:n Mine Worki_Q..9.J .• 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 dist ance equal 
to the depth of the o t e plus ten perc ~ nt (10\), 
whichever is greater, of any open mine workings. 

6 . Abs.rul.Qned Mi.nLJ:!Q..t.kJ.og.'$_. No oil or gas well shall be 
allowed from any location where the well casing will 
pass through or within one-fourth (l/4) of a mile or a 
distance · e~ual to the depth of the ore plus ten 
percent ( 10\), whichever is grea-ter, of any aband.oned 
mine workings that are connected to an exi~ting mine 
by an opening or b~rrier of one-hundred (100). feet or 
less unless the APO is a~companied by the sealinq and 
safety plan and certification described in Paragraph c 
below. · 

- 6 .. 
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An APD.for a directionally drilled oil or gas w*ell to 
a bottom hole location underlying the f,M.R of any ... 
potash lessee may be approved subject to the 
limitations and requirP.ments SP.t forth in Pari1qraphs 1 

6 above. Di ·rectionally drilled holes shall be 
drilled vertically · until they have completely 
penetrated Marker Bed No. 126 (U.S.G.S.) of the Salado 
Formation at which time they may be deviated. 

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

bottom hole location that does not E;.ztend below the base of the 

Delaware Mountain Group from a surface location where the well 

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

or a distance equal to the depth "f the. ore plus ten percent 

(lO\), whichever is greater, of abandoned mine workings that 

are connected to an existing mine by any opening or a barrier 

of one-hundred ( 100) feet or less shall prepare and submit to · ~ 

all affected potash lessees a plan and program for sealing off 

the area to be penetrated from ot:t'ler mine wor:kings. Approval 

of any such plan shall be in the sole discretion of the 

affected potash lessees. Any •appt·oved plan shall be attached 

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

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

certification in toe form prescribed by the occ and/or BLM that 

the drilling of such well will n(lt create a safety hazard to 

affected potash lessees. 

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

of this Agreement eliminate the r1eed for . drilling islands and 

three-year mining plans C)nd, thErrefore, . both agree that no 

drilling islands will be established in the Potash Area and the 

filing of three-year mininq plans ·will be eliminated. 

- 7 -
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IV. Location. of·Wells an(J_fu2tice to Potc ' J_ke~ 

/\. The BLM, upon request, will allvise oil and qa5 lessees 
,:::.; .. 

of the surface locations where wells will be allowed to dever\·.:.~~ 

the leases. Oil or qas leases covering areas designated a LMR 

by a potash lessee will be unitized to the extent possible with 

other areas where drilling is allowed. 

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

well in the Potash Area or within one (l) mile of a potash 

lease shall prepare and file an 1\PD with the occ and/or BLM 

along with 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, return receipt: requested, on all potash 

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

location. However, if the APO i :3 for an oil or gas well that 

will penetrate abandoned mine wor )<ings, all potash leaseholder•. 

in the Potash Area S·hall be notified. Proof of such servXi·~ 
shall be attached to the APO and filed with the OCC and/or 

BLM. Within twenty (20) days of service of an APO and required 

documents, any potash leaseholdet' within one (l) mile 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 occ to the proposed well. If the 

objections cannot be resolved by agreement of the parties, thE 

matter· shall be referred for hearing before the occ. 

C. The failure of a potalih leaseholder to object to 

well location or its agreeme :: lt to the drilling loc.ation 

- 8 -
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referred to in this Agreement shall not constitute a release of 

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

entities involved in the development of the lease shall be 

responsible as provided by law fot any damages caused by them 

to . any person by the release of gases or li.quids into the 

strata or atmosphere as a result of dtillinq activities . 
.. 

V. o,illing apd Casing P,ogrqm 

[Same as current R-111-AJ 

VI. o,illipg Fluid for S~lt Section 
. 

[Same as current R-111-Al 

VII. Eluqging and AJzandprunent of Wallm 

[Same as current n-lll-A) 

VIII. filing of Well Su,yeys 

The occ may require an oil and gas operator to file a 

certified directional survey from the surface to a point: below 

the lowest known potash bearing horizon o~ all wells drilled in 

the Potash Area. All encounters with f lamanable. gases, 

including H2s, shall be reported by the operator to the occ. 

IX. A~ditiogal Safetr Regui(em!tnts,and Emergenc~ Action 

A. All oil and gas drilling nctivities within the Potash 

Area shall be performed using appropriate technology, 

equipment, and procedures to reduce the hazards of such 

~ctivities to underground mine~ and miners and be conducted in 

accordance with the pruaent operator standard. 

B. Only the minimum number af wells necessary to develop 

an oil or qas lease will be allowed within the Pdtash Area • 

- 9 .. 
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C. rn the event the increctsed oil and gas drilling 

activities allowed by this Agreement result in a safety hazard 
.:: t:··:~ 

or if data ·developed in the course of such increased activiti ·tk '· 

make it reasonably appear that S IJCll activities are or wiJ.l 

become a hazard to underground miners or mining activities, the 

aLM and/or occ willt upon request, initiate proceedings in 

accordance with
41

NMSA 70-2-23 and/or other applicable laws and 

regulations to review such data and take whatever em.ergency 

steps are found necessary to eliminate such hazard. Potash 

lessees may, in addition, initiate actions for injunctive 

relief under . NMSA 70-2-29. The talting or failure to take such 

.action by the CCC or any potash lessee shall not relieve the 

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

oil and 9as activities. 

AGREED TO AND APPROVED THIS . ~lj,.J DAY 

1987, B! THE FOLLOWING REPRESENTATIVES 

OF?.~~h • 
OF EACH INOUS1. ~r~:~:j 

COMPRISING THE POTASH-OIL AREA SPECIAL RULES STUDY CO~~ITTEE~ 

. .7 ·;) 
L.,./ • -~·· .. .; ~ . ... _ ·;"'' _...,"~ ·-•• .. _ 

l727L-7 
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