
BEFORE THE OIL CONSERVATION COMMISSION 
OF THE STATE OF NEW MEXICO 

APPLICATION OF UNITED STATES 
BORAX & CHEMICAL CORPORATION 
FOR THE INCLUSION QF CERTAIN 
ACREAGE IN THE POTASH-OIL 
AREA DEFINED IN ORDER NO. R - l l l - A . 

A P P L I C A T I O N 

UNITED STATES BORAX & CHEMICAL CORPORATION of 101 North 

Halagueno Street, Carlsbad, New Mexico, makes application to the 

Oi l Conservation Commission of the State of New Mexico, f o r the 

inclusion of certain acreage described i n th i s application i n 

the potash-oil area as defined and covered by the Commission1s 

Order No. R- l l l - A , and i n support of i t s application states: 

1. Applicant i s the owner of Federal potash leases and 

State potash leases covering portions of the land hereinafter de

scribed and covering lands l y i n g contiguous to lands hereinafter 

described. Core tests d r i l l e d on the said lands and mining work 

done upon a po r t i o n of said lands disclose that a substantial part 

of said lands contain commercial potash reserves. 

2. Applicant i s engaged i n the mining and r e f i n i n g of 

potash on leases held by i t i n Eddy County, New Mexico, and the 

lands sought to be included w i t h i n the potash-oil area are 

situated adjacent to or covered by present mine workings of the 

applicant. I n order to prevent waste, protect correlative r i g h t s 

and assure maximum conservation of the o i l , gas and potash r e 

sources of New Mexico, and i n order to permit the economic r e 

covery of o i l , gas and potash minerals i n the lands hereafter 

described, i t i s necessary and advisable that such lands be i n 

cluded w i t h i n the exterior boundaries of the area described as 

the potash-oil area i n the above numbered order,, Provision f o r 

the inclusion of such acreage is made i n paragraph I I (2) of the 

above numbered order«, 

3« The description of lands which applicant desires to 
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T'**. 
1 BEFORE THE OIL CONSERVATION COMMISSION OF THE 

' '* 1 STATE OF NEW MEXICO. 

IN THE MATTER OF THE APPLICATION ) 
OF NATIONAL POTASH COMPANY FOR ) 
THE INCLUSION OF ADDITIONAL ) 
ACREAGE IN THE POTASH-OIL AREA ) 
DEFINED IN ORDER NO. R - l l l - A . ) 

A P P L I C A T I O N 

COMES NOW National Potash Company, Box 731, Carlsbad, 

New Mexico, by i t s attorneys, Neal & Neal, Box 278, Hobbs, New 

Mexico, and makes application to the Oil Conservation Commission 

of the State of New Mexico, for the inclusion of the acreage 

hereinafter described in the Potash-Oil Area as defined and 

covered by the Commission's Order No. R-lll-A, and in support 

of said Application states: 

1. Applicant is the owner of Federal Potassium Leases 

and State Potash Leases covering the lands hereinafter described 

and covering other lands contiguous to the lands hereinafter 

described. 

2. Applicant presently is operating a potash mine and 

refinery at a location in Section 18, Township 20 South, Range 

32 East upon potash leases which are adjacent to the lands herein

after described located in Townships 19 South, Ranges 31 and 32 

East and in Township 20 South, Ranges 31 and 32 East. Applicant 

has core tested the lands hereinafter described in said townships 

and ranges, the inclusion of which is sought by this Application 

in the Potash-Oil Area as defined by Commission's Order No. 

R-lll-A, and has ascertained by such core tests that such area 

is productive of potash and proposes to engage in the mining and 



refining of said potash from such lands. 

3. That applicant i s presently engaged in the 

construction of potash mining fa c i l i t i e s in Section 25, Township 

20 South, Range 29 East, upon potash leases owned by applicant 

adjacent to the lands hereinafter described in Township 20 

South, Range 29 East, the inclusion of which in the Potash-Oil 

Area as defined and covered by Commission's Order No. R-lll-A, 

is sought by this applicant in this application. Applicant 

has core tested the lands in said township and range, the 

inclusion of which in the Potash-Oil Area is sought by this 

Application, and has determined that said lands are productive 

of potash, and proposes to mine the potash therefrom. 

4. That in order to prevent waste, protect correlative 

rights, and assure the maximum conservation and production of 

the o i l , gas and potash resources of New Mexico, and in order 

to permit the economic recovery of such o i l , gas and potash 

minerals in the lands hereinafter described, i t i s necessary, 

advisable and to the best interest of the state and a l l parties 

involved that the lands hereinafter described be included 

within the exterior boundaries of the Potash-Oil Area defined 

in Commission's Order No. R-lll-A and subjected to the rules 

and regulations provided for such area. Provision for the 

inclusion of such acreage i s made in Paragraph I I (2) of the 

above described Order. 

5. That applicant applies for the inclusion in the 

Potash-Oil Area as defined and covered by Commission's Order 

No. R-lll-A, of the following described lands, to-wit: 



TOWNSHIP 19 SOUTH - RANGE 31 EAST 
SECTION 36 - N%, SW%; 

< 

Section 1 - W% W% 
Section 2 - A l l 1 

Section 3 - A l l w' 

TOWNSHIP 20 SOUTH - RANGE 31 EAST t-' 

Section 11 - N%, W% SW% ^ 
Section 14 - W% m\... 

'TOWNSHIP 20 SOUTH - RANGE 32 EAST 
Section 4 - W% NW% ^ 

^Section 5 - N%, SW%, N%SE% ^ 
Section 6 - NE%, N%SE%, SE% SE% 

TOWNSHIP 20 SOUTH, RANGE 29 EAST 
Section 25 - S% S%. 

TOWNSHIP 19 SOUTH, RANGE 32,-EAST 
Section 33 - N%, W% SW% 
Section 34 - N% 

V 

6. That a l i s t of the persons and corporations who own 

existing o i l and gas leases involved in the lands hereinabove 

described, application for the inclusion of which in the Potash-

Oil Area i s hereby made, so far as the same can be ascertained 

by applicant and so far as i s known to applicant are shown in 

Exhibit nA" hereto attached and made a part hereof, the same as 

i f set out in f u l l herein, and such persons so far as known to 

applicant are the only parties interested in this Application 

other than the State of New Mexico and the United States of 

America. 

7. That application has been made by Farm Chemical 

Resources Development Corporation, of Carlsbad, New Mexico, for 

inclusion in the area defined as the Potash-Oil Area by 

Commission Order No. R-lll-A of certain lands located in 

Township 21 South, Range 31 East, N.M.P.M., Eddy County, New 

Mexico, and applicant requests that the application of National 

Potash Company and Farm Chemical Resources Development Corporation 



be consolidated for hearing before the Commission, and that 

applicant be granted a hearing before the Commission upon this 

Application after due notice thereof, as provided by the rules 

and regulations of the Oil Conservation Commission. 

WHEREFORE, applicant prays that the Commission set this 

matter for hearing before the Commission, and that the Commission 

give appropriate notice of such hearing as provided by i t s 

rules and regulations, and that upon a hearing hereof, the lands 

herein described be included in the Potash-Oil Area as defined 

and covered by Commission's Order No. R-lll-A and subjected 

to the rules and regulations made applicable to the Potash-Oil 

Area by said Order. 

NATIONAL POTASH COMPANY, 

C. M. Neal, 6f 
NEAL & NEAL, 
BOX 278, 
HOBBS, NEW MEXICO. 

(Attorneys for Applicant). 



EXHIBIT ';A 

NAME AND ADDRESS OF OIL AND GAS OWNERS 
AND LESSEES OF LANDS SOUGHT TO BE INCLUDED 
IN THE POTASH-OIL AREA DEFINED BY ORDER NO. 
R-lll-A OF THE NEW MEXICO OIL CONSERVATION 
COMMISSION: 

FEE OWNERS: State of New Mexico: 
Section 2, Township 20 South, Range 
31 East; 
W%, NE% of Section 36, Township 
19 South, Range 31 East. 

United States of America: 

A l l lands described i n the Application 
except those belonging to the State 
of New Mexico, supra. 

OIL AND GAS LESSEES: Howard W. Jennings, 
Box 450, Roswell, New Mexico: 

W%NW%, Section 4, Township 20 South, 
Range 32 East. 

M e r r i l l L. Conally, 
Route 3, Florevi l l e , Texas: 

W%NE%, NW%SE%, Section 6, Township 
20 South, Range 32 East. 

BERTIE NOLAND Price, 
Stratford, Texas: 

N%SW% of Section 5; E%E% of Section 
6, Township 20 South, Range 32 East. 

Argo Oil Corporation, 
1700 Broadway, Denver, Colorado: 

N%SE%, NE%SŴ , Section 5, Township 
20 South, Range 32 East. 

Leonard Oil Company, 
Roswell, New Mexico: 

N%, W%SW% of Section 33; N% Section 
34, Township 19 South, Range 32 
East. 

Malco Refineries, Inc., 
Box 1071, Midland, Texas: 

NW% of Section 11; SE% of Section 3, 
Township 20 South, Range 31 East. 



EXHIBIT "A" (Page 2) 

OIL AND GAS LESSEES: Culbertson & Irwin, 
Midland, Texas: 

W%NE% of Section 3; NE%, W%SW£ of 
Section 11; S%SW% of Section 2, 
Township 20 South, Range 31 East. 

Southern California Petroleum 
Corporation, 
612 South Flower Street, 
Los Angeles, California: 

W%W% of Section 30, Township 20 
South, Range 31 East. 

Richardson & Bass, 
C/O Hervey, Dow & Hinkle, 
Roswell, New Mexico, 
and/or: Sid W. 
Richardson and Perry R. Bass, 
Fort Worth National Bank Building, 
Fort Worth, Texas: 

W%W% of Section 3; W% NW% of Section 
14; NW%, W%NE%, S%SE% of Section 2, 
Township 20 South, Range 31 East; 
N%, NE% SW% of Section 36, Township 
19 South, Range 31 East. 

Charles B. Gonzales, 
Box 993, Santa Fe, New Mexico: 

W%W% of Section 1, Township 20 South, 
Range 31 East. 

United States Smelting,Refining & 
Mining Company, 
Midland, Texas: 

S%SW%, NW%SW% of Section 36, Township 
19 South, Range 31 East. 

Skelly Oil Company, 
Tulsa, Oklahoma: 

N%S% of Section 2, Township 20 
South, Range 31 East. 

Pan American Petroleum Company, 
Hobbs, New Mexico: 

W%NE% of Section 2, Township 20 
South, Range 31 East. 



BEFORE T H E O I L COMMISSION 
S T A T E OF NEW M E X I C O , SANTA F E , NEW MEXICO 

I N R E : A P P L I C A T I O N OF GUY SHEPARD, 
COMMISSIONER OF P U B L I C LANDS, 
FOR AN ORDER ESTABLISHING AND 
SETTING UP A CASING PROGRAM 
AND OTHER PROCEDURAL R E Q U I R E 
MENTS FOR T H E D R I L L I N G OF O I L CASE NO. 278 
WELLS I N T H E POTASH A R E A I N 
EDDY COUNTY COMPRISING STATE ORDER NO. 
OWNED LANDS I N TRACTS 0-2, 0-3, 
0-4, 0-5 and 0-6 AS SET F O R T H I N 
T H E M A Y 10, 1951 NOTICE OF P U B L I C 
S A L E , COPY OF WHICH IS HERETO 
A T T A C H E D . 

A P P L I C A T I O N 

Comes now Guy Shepard as Commiss ioner of Publ ic Lands f o r 

the State of New Mexico and makes appl icat ion f o r the establishment of 

a casing p r o g r a m f o r o i l wel l s w i t h i n the here tofore established potash 

area i n Eddy County, New Mexico and f o r other special p rocedura l r e g u 

la t ions i n such area as may be proper f o r the development of said area, 

both f o r potash and o i l . 

That the applicant he re in requests the O i l Commiss ion to set a 

date f o r a hear ing and a f te r such tes t imony as may be adduced, issue i t s 

proper o rder as a fo resa id . 

GUY SMEPAREK 
commiss ioner of Publ ic Lands 
Stare of New Mexico 
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j :' BEFORE THE OIL CONSERVATION COMMISSION 

OF THE STATE OF NEW MEXICO 

APPLICATION OF FARM CHEMICAL 
RESOURCES DEVELOPMENT CORPORATION 
FOR THE INCLUSION OF CERTAIN CASE NO. 
ACREAGE IN THE POTASH-OIL AREA 
AS DEFINED IN ORDER NO. R-l l l - A 

A P P L I C A T I O N 

Farm Chemical Resources Development Corporation of" Box 87O, 

Carlsbad, New Mexico, by i t s attorneys, Reese, McCormick, Lusk and 

Paine of Bujac Building, Carlsbad, New Mexico, makes application 

to the above named Commission for the inclusion of cert a i n acreage 

hereinafter described i n the potash-oil area as defined and covered 

by the Commission1s Order No. R - l l l - A and i n support of i t s a p p l i 

cation states: 

1. Applicant i s the owner of Federal potassium leases and 

State potash leases covering portions of the lands hereinafter 

described and covering lands l y i n g contiguous to other portions of 

the lands hereinafter described and core tests d r i l l e d on or adjacent 

to the lands hereinafter described indicate that a l l of said lands 

contain commercial potash reserves. 

2. Applicant i s engaged i n construction work, experimental 

work and other a c t i v i t i e s on i t s potash leases preparatory to engag:. 

i n the mining and r e f i n i n g of potassium and related minerals and 

i n order to prevent waste, protect c o r r e l a t i v e r i g h t s and assure 

maximum conservation of the o i l , gas and potash resources of New 

Mexico and i n order to permit the economic recovery of o i l , gas and 

potash minerals i n the lands hereinafter described i t i s necessary 

and advisable that said hereinafter described lands be included w i t h 

the ex t e r i o r boundaries of the area described as the potash-oil 

area i n the above numbered order. Provision f o r the inclusion of 

such acreage i s made i n paragraph 11(2) of the above numbered order. 

3. The description of the lands which applicant desires to have 

included i n said potash-oil area i s as follows: 
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T 21 S, R 31 B N.M.P.M. Eddy County 

Sec t ion 10 

it 
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11 
12 
13 
14 
i t 
16 
17 
18 

19 
20: 
21 
22 
23 
2 i | 
27 
3k 

I! 

II 

II 
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NWl-NW-l, S|NWf,SW-|- 280 acres -
E-h- 320 acres 
N} 320 acres 
NWi 180 acres vs\ 
EiB*. NWiNEj 200 acres^ 
E!NE>, SWiNEi 120 acre3 ^ 

59LLO acres ^ / 

A l i s t of the persons and corporations who own ex i s t i n g 

o i l and gas leases covering portions of the lands l a s t above de

scribed as set opposite t h e i r names and the addresses of such 

persons or corporations so f a r as the same are known to the applican 

i s attached to t h i s application marked Exhibit A. Said l i s t include 

the names and addresses of a l l parties known to applicant who are 

interested i n thi s application. 

5. There i s attached to t h i s application and marked Exhibit B 

a p l a t showing the present boundaries of the potash-oil area which 

w i l l be affected by th i s application. Said p l a t shows the Federal 

and State potassium and potash leases owned by applicant, the l o 

cation of core tests d r i l l e d on or i n the v i c i n i t y of the described 

lands which applicant desires to have included i n the potash-oil 

area and the lands sought to be included are designated by appro

priate legend. 

6, Applicant i s informed and believes that other potash 

companies i n Eddy and Lea Counties, New Mexico, contemplate the 

f i l i n g of applications simi l a r to t h i s application concerning other 

lands which the respective companies may desire to have included 

i n the potash-oil area and i f t h i s be done applicant requests that 

a l l of said applications be consolidated f o r hearing before the 
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Commission and i n any event applicant desires a hearing before 

the Commission„ 

WHEREFORE APPLICANT PRAYS that the Commission set t h i s matter 

f o r hearing before the Commission and that the Commission give 

appropriate notice of such hearing as provided by i t s rules and 

regulations. 

REESE, McCORMICK, LUSK and PAINE 

/ 

Attorneys for Applicant 
Bujac Building 
Carlsbad, New Mexico 

-3-



B E F O R E THE OIL. COMMISSION 
S T A T E O F NEW MEXICO, SANTA F E , NEW MEXICO 

IN R E : APPLICATION OF GUY SHE PAR D, 
COMMISSIONER OF PUBLIC LANDS, 
FOR AN ORDER ESTABLISHING AND 
SETTING UP A CASING PROGRAM 
AND OTHER PROCEDURAL R E Q U I R E 
MENTS FOR THE DRILLING OF OIL CASE NO. 
W E L L S IN THE POTASH AREA IN 
EDDY COUNTY COMPRISING S T A T E ORDER NO. 
OWNED LANDS IN TRACTS 0-2, 0-3, 
0*4, 0-5 aad 0-6 AS S E T FORTH IN 
T H E MAY 10, 1951 NOTICE OF PUBLIC 
S A L E , COPY OF WHICH IS H E R E T O 
ATTACHED. 

Comes now Guy Shepard as Commissioner of Public Lands Cor 

the State of New Mexico and makes application for the establishment of 

a casing program for oil wells within the heretofore established potash 

area in Eddy County, New Mexico and for other special procedural regu

lations in such area as may be proper for the development of said area, 

both for potash and oil. 

That the applicant herein requests the OU Commission to set a 

date for a hearing and after such testimony as may be adduced, issue its 

proper order as aforesaid. 

A P P L I C A T I O N 



BEFORE THE 

NEW MEXICO OIL CONSERVATION COMMIf?S50J9'-.- •••• .„ . 

DEPARTMENT OF ENERGY AND MINERALS 

IN RE: APPLICATION OF THF 
NEW MEXICO OIL CONSERVATION 
DIVISION TO REVISE, AMEND, Case No. 9 316 
AND RECODIFY ORDER NO. R- U l , 
AS AMENDED 

COMMENTS OF TEXACO, INC. 

At the request of the Commission, Texaco, Inc. submits these 

comments on the nrcoosed amendments t o Rule R - l l l i n c o n j u n c t i o n 

w i t h the hearing held on the matter on February 18, 1988. 

TEXACO'S POSITION 

At t h e February 18, 1988 Commission hearing, Texaco had i t s 

f i r s t o p p o r t u n i t y t o review proposed Order R - l l l - P . While we 

b e l i e v e t h a t t h e p r e s e n t procedures under Order R - l l l - A (as 

amended) are s u f f i c i e n t t o prevent waste of hvdrocarbon reserves 

and guard a g a i n s t t h e undue waste of p o t a s h , Texaco g e n e r a l l y 

s u p p o r t s proposed Order R - l l l - P . However, Texaco s t r o n g l y 

opposes t h e a d o p t i o n , i n whole or i n p a r t , of the November 23, 

1987 agreement among the members of the P o t a s h - O i l and Gas WorV 

Committee. The reasons f o r our o p p o s i t i o n t o t h e committee 

agreement are stated below. 

By our o p p o s i t i o n t o t h e committee agreement, Texaco does 

not advocate a wholesale abandonment of the e f f o r t between t h e 

two i n d u s t r i e s . To the c o n t r a r y , Texaco commends the e f f o r t s of 

the D i v i s i o n and the committee members. However, Texaco urges 
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t h a t t h e matt e r be f u r t h e r c o n s i d e r e d by tbe two i n d u s t r i e s 

according t o concrete p r o c e d u r a l and o r g a n i z a t i o n a l q u i d e l i n e s 

e s t a b l i s h e d by the Commission. 

PROPOSED ORDER R - l l l - P 

While g e n e r a l l y supportive of Proposed Order R - l l l - P , Texaco 

o f f e r s the f o l l o w i n a comments on these sections o f the order: 

111(4) The wording "and t h a t no potash resources w i l l be 

endangered" i s new, vague and not d e f i n e d . This language 

should be changed or deleted. 

V I ( l ) ( a ) and (b) The d e f i n i t i o n s of sh a l l o w and deep 

zones should be r e d e f i n e d . Shallow ?one: A l l f o r m a t i o n 

above t h e base of t h e Delaware Mountain group. Deep zone: 

A l l f o r m a t i o n s below the base of t h e Delaware Mountain 

group. 

V I I (1) E x h i b i t "B" i n t h i s referenced s e c t i o n should be 

deleted . The E x h i b i t "R", map of the LMR i s orooosed t o be 

c o n f i d e n t i a l . A f fected o i l and gas lessees should have the 

o p p o r t u n i t y t o view p o r t i o n s of t h i s map a f f e c t i n g t h e i r 

lease along w i t h the data and c r i t e r i a used t o d e l i n e a t e the 

proposed LMR. 

THE NOVEMBER 23, 19 87 AGREEMENT 

Texaco b e l i e v e s t h a t t h e substance of t h e p o t a s h - o i l 

i n d u s t r i e s work committee agreement and the procedures leading up 

t o i t s e x e c u t i o n are i n a p p r o p r i a t e . Indeed, t h e terms of the 

agreement are v i o l a t i v e of t h e New Mexico O i l and Gas Act, t h e 

f e d e r a l r e g u l a t i o n s and a d m i n i s t r a t i v e orders of the Rureau of 

Land Management, and the f e d e r a l and s t a t e s t a t u t e s ( i n c l u d i n a 



t h e C o n s t i t u t i o n of Mew Mexico) governing the a d m i n i s t r a t i o n of 

New Mexico's State Trust Lands. In view of the p o t e n t i a l e f f e c t 

on the owners of diverse o i l and oas pro p e r t y r i g h t s , a l l of whom 

are attempted t o be t r e a t e d as a c l a s s , the procedures f o r 

d e s i g n a t i n g " l i f e of mine reserves" areas (LMR's) where d r i l l i n g 

would be p r o h i b i t e d mav v i o l a t e t h e F i f t h and F o u r t e e n t h 

Amendments t o the United States C o n s t i t u t i o n . 

The a d o p t i o n of t h e work committee agreement as p a r t of 

proposed Order R - l l l - P would a l s o be l e g a l l y d e f i c i e n t f o r the 

reason t h a t the agreement i s r e p l e t e w i t h i n c o n s i s t e n c i e s t h a t 

are d i r e c t l y opposed t o manv of the main p r o v i s i o n s of the order. 

As much of the testimony of the proponent witnesses i r r e f u t a b l y 

e s t a b l i s h e d , the a d o p t i o n of the c o m n i t t e e agreement i s 

unnecessary f o r the accomplishment of the purposes of Order 

R - l l l - P . Indeed, t h e p r o v i s i o n s of the order and the committee 

agreement are so at odds t h a t both would be rendered meaningless 

and wouuld be incapable of being administered. 

On an i t e m by ite m b a s i s , Texaco o f f e r s t h e f o l l o w i n g 

c r i t i c i s m s of the November 23, 1987 committee agreement: 

INTRODUCTION 

The " I n t e n t i o n " of the agreement contravenes The New Mexico 

O i l and Gas Act as i t s g e n e r a l e f f e c t i s t o accord primacy t o 

potash r e s e r v e s i n L M R areas at t h e expense of o i l and gas 

r e s e r v e s . To t h e c o n t r a r y , t h e O i l and Gas Act d i r e c t s t h e 

Commission and D i v i s i o n t o p r o h i b i t any p r a c t i c e s which reduce or 

t e n d t o reduce t h e t o t a l o u a n t i t y of o i l or gas u l t i m a t e l y 

recovered from any pool while at the same t i m e g u a r d i n g a g a i n s t 

o p e r a t i o n s which "unduly" reduce t h e t o t a l q u a n t i t y of 
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r e c o v e r a b l e potash. (See, 7 0 - 2 - 3 [ A ] and [ F ] , N.M.S.A. [1978].) 

Nowhere i n the O i l and Gas Act i s t h e r e any a u t h o r i t y which 

allows the development of potash r e s e r v e s t o the e x c l u s i o n of 

hydrocarbon reserves. The perpetual p r o h i b i t i o n against d r i l l i n g 

i n t h e LMR area would do j u s t t h a t . We would al=o make t h e 

Following p o i n t s : 

Creation of LMR1s removes more lands from d r i l l i n g than 

p r e s e n t l v a v a i l a b l e . 

C r e a t i o n of " d r i l l i n g areas" o u t s i d e of T,MR ' s but 

w i t h i n potash area i s an i l l u s o r y c o n s i d e r a t i o n : fewer 

lands w i l l a c t u a l l y be a v a i l a b l e f o r p e r m i t t i n g f o r 

d r i l l i n g . 

We b e l i e v e potash mining areas w i t h i n t h e LMR are 

adequately protected by the procedures under R - l l l - A . 

The potash i n d u s t r y gains no a d d i t i o n a l s a f e t y f a c t o r 

under the l e t t e r agreement: d r i l l i n g d i s t a n c e from 

mining a c t i v i t i e s i s i r r e l e v a n t i n terms of subsidence 

and l o s t potash reserves. Notably, when a potash area 

i s primary-mined, no subsidence occurs. Primary mining 

also allows the r e c o v e r y of a p p r o x i m a t e l y 75% of t h e 

potash r e s o u r c e . T h e r e f o r e , t h e l o s s of potash 

resources i s mini m a l as compared t o the t o t a l loss of 

o i l and gas reserves under an absolute d r i l l i n g ban i n 

the LMR areas. 

I . THE POTASH AREA 

This s e c t i o n conforms R - l l l - A area t o PLM d e f i n i t i o n of 

"Potash Area". This s e c t i o n i s appr o p r i a t e . 
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I I . DESIGNATION OF MINE RFSERVES 

A. The LMR d e s i g n a t i o n process i s c o n f i d e n t i a l . What would i n 

e f f e c t be t h e condemnation of o i l and gas p r o p e r t y i n t e r e s t s 

should be s u b j e c t t o a d v e r s a r i a l s c r u t i n y ( n o t n e c e s s a r i l y 

p u b l i c d i s c l o s u r e ) by anyone w i t h an a f f e c t e d property i n t e r e s t . 

O t h e r w i s e , t h e u n i l a t e r a l designation of LMR areas would, l i k e l y 

be a r b i t r a r y and unsupported by s u b s t a n t i a l evidence, both of 

which are unl a w f u l . 

Data on which LMR areas would be based i s o f t e n u n r e l i a b l e : 

We would note t h a t i n OCC Case 9 14 8, a ootash o p e r a t o r , i n 

a t t e m p t i n g t o d e f i n e i t s mineable r e s e r v e s f a i l e d t o honor a 

c r i t i c a l core-log which s i g n i f i c a n t l y a l t e r e d the boundary of the 

barren area. Anyone v?ith an a f f e c t e d p r o o e r t y i n t e r e s t must have 

the o p p o r t u n i t y t o p a r t i c i p a t e i n the c r e a t i o n of an LMR area i f 

they are created at a l l . 

A l l o i l and aas p r o p e r t y i n t e r e s t owners are not s i m i l a r l y 

s i t u a t e d . Their i n t e r e s t s are div e r s e . They cannot be t r e a t e d 

as a c l a s s . Otherwise, due process and equal p r o t e c t i o n problems 

a r i s e . 

I n d e s i g n a t i n g LMP1s, there i s no requirement t h a t a potash 

lessee a c t u a l l y own the potash reserves or have a r i g h t t o mine 

the r e s e r v e s subject- t o t h e LMR area. This i s a h i g h l y 

o b j e c t i o n a b l e p r o v i s i o n . 

f i n a l l y , n e i t h e r the O i l Conservation D i v i s i o n nor the State 

Land Commissioner can l a w f u l l y d e l e g a t e t h e i r r e s p e c t i v e 

a u t h o r i t y t o a process whereby LMR areas are determined s o l e l y bv 

the potash o p e r a t o r s and t h e PLM. Py so d o i n g , those p u b l i c 

o f f i c e r ^ would cede t h e i r s t a t u t o r y r e s p o n s i b i l i t i e s t o ensure 



t h a t hydrocarbon rese r v e s are not wasted and t h a t s t a t e t r u s t 

lands are a d m i n i s t e r e d f o r the o p t i m a l b e n e f i t of t h e s t a t e ' s 

b e n e f i c i a r y i n s t i t u t i o n s . Thus, t h e ver y essence of t h e LMR 

d e s i g n a t i o n process i s u n l a w f u l as these p u b l i c o f f i c e r s are 

concerned. 

I I I . DRILLING IN THF PQTAF.H AREA 

B. As e x p l a i n e d above, n e i t h e r t h e OCC, State Land o f f i c e or 

ELM can delegate t h e i r a u t h o r i t y f o r approving APD's f o a process 

t h a t contravenes t h e O i l and Gas A c t , t h e Arizona-New Mexico 

Fnabling Act or the I n t e r i o r S e c r e t a r i a l Order f o r d r i l l i n g i n 

ootash areas. (See, Section 70-2-?- N.M.S.A. [ 1978], Enabling Act 

§10, I n t e r i o r S e c r e t a r i a l Order of October 28, 1986.) 

1. Buffer Zone 

The c r e a t i o n of t h e b u f f e r zone i s dependent upon the 

process f o r e s t a b l i s h i n g LFR areas and thus has t h e same 

problems. 

Also, i n view of the geoloqic c h a r a c t e r i s t i c s of the potash 

area and pr e s e n t l y a v a i l a b l e and p r a c t i c a b l e technology, problems 

w i t h r e s p e c t t o subsidence, gas m i g r a t i o n , mine s a f e t y and undue 

waste of potash are avo i d a b l e . T h e r e f o r e , the o f f s e t d i s t a n c e s 

are unnecessary and do not achieve t h e p u r p o r t e d goals of the 

agreement. 

6. Abandoned Mine Workings 

The abandonment and sealing plan i s unnecessary. An o i l and 

gas operator cannot accept r e s p o n s i b i l i t y f o r sealing a mine. As 

w e l l , i t i s j u s t as i n a p p r o p r i a t e t o make d r i l l i n g operations 

near abandoned mines subject t o the u n i l a t e r a l v eto of a potash 

1. essee. 

_ f, _ 



The safety c e r t i f i c a t i o n accomplishes no purpose and i s onlv 

provocative. 

D. We d i s a g r e e t h a t t h e need f o r d r i l l i n g i s l a n d s i s 

e l i m i n a t e d . This agreement cannot l a w f u l l y a b o l i s h d r i l l i n g 

areas created by an I n t e r i o r S e c r e t a r i a l Order. 

TV. LOCATION OF WELLS AND NOTICE TO POTASH LESSEES 

A. Requirement f o r u n i t i z a t i o n i s vague, i m p r a c t i c a b l e , 

accomplishes no apparent purpose and i s l i k e l y i m o e r m i s s i b l e 

under State Land O f f i c e and P,LM O i l and Gas Regulations. 

C. This s u b s e c t i o n (as does S e c t i o n TX C of t h e agreement) 

at t e m p t s t o t r a n s f e r l i a b i l i t y bv t h e agreement and i s 

impermissible at law. Moreover, the language p u r p o r t s t o make 

the owner of a lease i n t e r e s t l i a b i l e along with tho^e "persons 

and/or e n t i t i e s i n v o l e d i n t h e development" whether t h e 

leaseholder i s a c t u a l l y involved i n d r i l l i n g operations or not. 

SUMMARY 

While the order proposed by the O i l Conservation D i v i s i o n i s 

a commendable step i n t h e r i o h f d i r e c t i o n , i t should not be 

adopted w i t h any r e f e r e n c e t o t h e November 23, 19B7 Agreement. 

The agreement while w e l l - i n t e n t i o n e d , i s l e g a l l y d e f i c i e n t and i s 

i r r e c o n c i l a b l e w i t h proposed Order R - l l l - P . 

Because of t h a t importance of t h i s m a t t e r , we b e l i e v e t h a t 

f u r t h e r d e l i b e r a t i o n s among the D i v i s i o n , the o i l i n d u s t r y and 

potash i n d u s t r y are i n order b e f o r e a f i n a l amendment t o Order 

R - l l l - A i s proposed. 
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