





From Lin, Janet H Date FriJun 29 2012 17:09:46 GMT-0400 (Eastern Daylight Time)

To Hayes, David; Lee-Ashley, Matt; Davis, Laura; Marsters, Lizzie; Farquhar, Ned; Burke, Marcilynn;
Cardinale, Richard; Klein, Elizabeth A; Belin, Letty; Allard, Phil; Stovall, James K; Herrell, Tony J;
Haugrud, Jack; Fugate, Barbara; Hawbecker, Karen; Umshler, Sue; Vogt, Vincent N; Kornze, Neil G; Pool,
Michael J; Nedd, Michael D; Spisak, Timothy; Juen, Jesse J; Fetcher, Adam K; Kelly, Kate P

Cc Rees, Gareth C.; Cousins, Debbie; Sisk, Jennifer R; Lassiter, Tracie L; Ellenburg, Diane M; Luckey,
Lauren; Watkins, Deborah; Brown, Bernadette D; Walker, Claudia B; Harris, Maritiza T; Boddington,
Celia; Black, Steve; Iudicello, Fay; Lawyer, Mark; Sheikh, Usman; OSUAS; Long, Susan; Smith, Erica C;
Dash, Robert C; MacDonell, George H; dailybriefingbinder; Lane, Kenneth

Subject Briefing materials for Departmental Briefing on Potash-OG draft Secretarial Order (VTC w/NM)
Bridge®) () code ®) ()

Potash-OG.doc (schedule, 6-28-12).docx (22 KBHTML )

Potash - O& G NOA .doc (surname version, 6-29-12).docx (39 KB HTML )

Potash - Oil and Gas brf (Briefing paper, with surname package, 6-29-12).docx (28 KBHTML )

Potash-O&G Secretarial Order, (surname version, 2012 6 27).doc (108 KB HTML )

<<Potash-OG.doc (schedule, 6-28-12).docx>> <<Potash - O&G NOA.doc (surname version, 6-29-12).docx>>
<<Potash - Oil and Gas brf (Briefing paper, with surname package, 6-29-12).docx>> <<Potash-O&G Secretarial
Order, (surname version, 2012 6 27).doc>>

From: Walker, Claudia B On Behalf Of Lin, Janet H

Sent: Tuesday, June 26, 2012 10:57 AM

To: Lin, Janet H; Hayes, David; Lee-Ashley, Matt; Davis, Laura; Marsters, Lizzie; Farquhar, Ned; Burke, Marcilynn;
Cardinale, Richard; Klein, Elizabeth A; Belin, Letty; Allard, Phil; Stovall, James K; Herrell, Tony J; Haugrud, Jack;
Fugate, Barbara; Hawbecker, Karen; Umshler, Sue; Vogt, Vincent N; Kornze, Neil G; Pool, Michael J; Nedd, Michael
D; Spisak, Timothy; Juen, Jesse J; Fetcher, Adam K; Kelly, Kate P

Cc: Rees, Gareth C.; Cousins, Debbie; Sisk, Jennifer R; Lassiter, Tracie L; Ellenburg, Diane M; Luckey, Lauren;
Watkins, Deborah; Brown, Bernadette D; Walker, Claudia B; Harris, Maritiza T; Boddington, Celia; Black, Steve;
Iudicello, Fay; Lawyer, Mark; Sheikh, Usman; OSUAS; Long, Susan; Smith, Erica C; Dash, Robert C; MacDonell,
George H

Subject: Departmental Briefing on Potash-OG draft Secretarial Order (VTC w/NM) Bridge#®) () code

(b) (5)

When: Monday, July 02, 2012 1:00 PM-2:00 PM (GMT-05:00) Eastern Time (US & Canada).

Where: BLM_WO_MIB_RM5071_Conference_Room



From Marsters, Lizzie Date SatJun 09 2012 15:31:44 GMT-0400 (Eastern Daylight Time)
To Hayes, David

Cc Klein, Elizabeth A

Subject FW: Potash - O&G - Next Steps

TPotash-O&G (JITC, 6-8-12)20120607155428369.pdf (674 KB HiuL )

Oops! I meant this is the latest from Janet and Jack is still in the loop.

From: Lin, Janet H

Sent: Friday, June 08, 2012 10:51 AM
To: Marsters, Lizzie

Subject: FW: Potash - O&G - Next Steps

The latest!

From: Lin, Janet H

Sent: Friday, June 08, 2012 10:50 AM

To: Juen, Jesse J; Herrell, Tony J; Nedd, Michael D; Vogt, Vincent N; Allard, Phil; Hawbecker, Karen; Blank,
Harvey; Fugate, Barbara; McNeer, Richard; Stovall, James K; Leverette, Mitchell; Senio, Ian J; Cranston, Craig C
Cc: Haugrud, Jack; Iudicello, Fay; Lawyer, Mark; Kornze, Neil G; Pool, Michael J; Velasco, Janine; Farquhar, Ned;
Roberson, Edwin; Boddington, Celia; Cardinale, Richard

Subject: Potash - O&G - Next Steps

Potash-O&G Team (need a name!) -

(b) (5)

We will set up a meeting Monday afternoon.






Surname Version of 06/29/2012 11:00 AM 4310-VC
DEPARTMENT OF THE INTERIOR

Bureau of Land Management

[LLNM910000 L13100000.EJ0000]

Notice of Availability of the Draft Order of the Secretary on Oil and Gas and Potash
Development Within the Designated Potash Area, Eddy and Lea Counties, New Mexico
AGENCY:: Bureau of Land Management, Interior.

ACTION: Notice of Availability.

SUMMARY : Under the authority of the Mineral Leasing Act, as amended, the Bureau of
Land Management (BLM) has prepared a draft Order of the Secretary of the Interior
(Secretary’s Order) to address oil, gas, and potash leasing and development within the
Designated Potash Area in Eddy and Lea counties in New Mexico. The draft Secretary’s
Order would supersede the current Secretary’s Order that addresses those issues. By this
notice, the BLM announces the opening of a 30-day public comment period regarding the
draft Secretary’s Order. The revised guidelines in the draft Secretary’s Order are designed to
further promote the efficient development of potash, oil, and gas resources, while minimizing
conflict between the industries and ensuring the safety of operations. Among other benefits,
the revised guidelines are expected to enhance the safety of underground potash miners and
allow for full development of oil and gas leaseholds with fewer environmental impacts.
DATES: To ensure that comments will be considered, the BLM must receive written
comments on the draft Secretary’s Order within 30 days following the date this Notice of
Availability is published in the Federal Register.

ADDRESSES: You may submit comments related to the draft Secretary’s Order by any of

the following methods:



-~ E-mail: therrell@blm.gov;

Fax: 505-954-2115; or

Mail: Bureau of Land Management, New Mexico State Office, 301 Dinosaur Trail

Santa Fe, NM 87508.
The draft Secretary’s Order is available at the following website:
http//:www.blm.gov/NM/SecretaryPotashOrder/html [REPLACE WITH REAL INTERNET
ADDRESS]
FOR FURTHER INFORMATION CONTACT: Tony Herrell, Deputy State Director,
Mineral Resources; telephone 505-954-2222; address 301 Dinosaur Trail,
Santa Fe, NM 87508; e-mail: therrell@blm.gov. Persons who use a telecommunications
device for the deaf (TDD) may call the Federal Information Relay Service (FIRS) at 1-800-
877-8339 to contact the above individual during normal business hours. The FIRS is
available 24 hours a day, 7 days a week, to leave a message or question with the above
individual. You will receive a reply during normal business hours.
SUPPLEMENTARY INFORMATION: An area near the town of Carlshad in
southeastern New Mexico has large deposits of potash, oil, and gas. QOil and gas have been
produced from this area since the early twentieth century. Potash (potassium bearing salts
primarily used for fertilizer) was discovered in this area in 1925 and has been mined since

1930.

The Secretarial Potash Order was first issued by the Department of the Interior (Department)
in 1939 (4 FR 1012, February 25, 1939). That Order withdrew 43,000 acres of public land
from oil and gas leasing in order to protect potash deposits. The Order was amended in 1951

(16 FR 10699, October 18, 1951) to allow for multiple mineral development in a larger area



and established special lease terms for use in both potash leases and oil and gas leases. Such
lease terms were designed to facilitate the protection of mineral resources and the safety of
miners. The Order was also amended in 1965 (30 FR 6692, May 15, 1965), 1975 (40 FR
51486, November 5, 1975), and 1986 (51 FR 39425, October 28, 1986). A correction to the
1986 Order was issued in 1987 (52 FR 32171, August 26, 1987). The potash area designated
by the corrected 1986 Order comprises approximately 497,000 acres, and the draft Order

would not alter the boundaries of the area..

The potash deposits in this area occur from 800 feet to over 2,000 feet beneath the surface
and are mined by both conventional and solution mining methods; conventional methods
require miners to be underground. The oil and gas in the area is found in formations below
the potash bearing formations, so oil and gas wells must extend through potash formations.

If potash mining breached a well casing, or if a well casing near a potash mine failed for
other reasons, gas could enter the mine workings, thus endangering the miners. Additionally,
such a breach would raise the costs of potash mining due to the need for enhanced ventilation
techniques and specialized equipment needed to mine in a gassy environment. Accordingly,
given these safety risks, while potash and oil and gas are found in the same area, they cannot
readily be produced at the same time. Thus, there has been a long history of conflict between

the potash and the oil and gas industries.

This conflict has resulted in a great deal of litigation in this area regarding decisions made by
the BLM on a variety of development applications. Nevertheless, over the past several years,
the two industries have initiated efforts to work together. There have been productive

meetings and discussions between many of the parties involved in these previous disputes.



Additionally, there have been significant advances in the technology of oil and gas drilling
that could be used to reduce the conflict between such drilling and the extraction of potash.
Further, the economic outlook for both the oil and gas industry and the potash industry has
recently improved. All of these factors have combined to encourage coordination between
these two industries. The BLM has also worked with Sandia National Laboratories to
investigate well logging technology, gas migration in the potash formations, and standards to
use for estimating the mineability of potash and potash cutoff grades. These circumstances

have led to this current review of the 1986 Secretary’s Order.

The draft Secretary’s Order differs from the 1986 Order in several important ways.
First, the formatting is modified to be consistent with the Department’s style requirements for
Secretary’s Orders. These requirements were changed in 1992. See 012 DM 1 in the

Departmental Manual.

Next, the draft Secretary’s Order is built on a foundation of “co-development.” This new
term is used to describe concurrent development of potash and oil and gas from the
Designated Potash Area through a cooperative effort between the industries under this draft

Secretary’s Order.

Next, the draft Secretary’s Order authorizes the BLM to establish “Development Areas.”
Development Areas are blocks of Federal oil and gas leases, to be identified by the BLM,
that could be developed as a unit from one or more “Drilling Islands.” The draft Secretary’s
Order envisions that the oil and gas leases in a Development Area would be unitized under

the regulations found at 43 CFR subpart 3180, and developed by a unit operator or operated



under a communitization agreement as authorized under 43 CFR subpart 3105. This would
lead to more orderly development of the oil and gas resources in the Development Area and

minimize impacts to surface resources and potash resources.

The draft Secretary’s Order also defines new terms for classifying lands with regard to their
potash values. “Barren Areas” are defined as lands within the designated Potash Area where
sufficient data is available to establish that the area lacks mineable potash resources.
“Unknown Areas” are areas within the Designated Potash Area where there is an absence of
data to classify the potash mineralization of the lands. While Barren Areas may be preferred
locations for Drilling Islands, Unknown Areas may warrant protection from oil and gas

drilling until such time as data is available to properly classify the potash mineralization.

It is envisioned that the majority of the Designated Potash Area will eventually be divided
into Development Areas designed to minimize the impacts to potash mining while allowing
for the development of oil and gas resources. It is intended that Development Areas will be
developed with extended reach horizontal wells using the most current technology, consistent

with applicable laws and regulations.

As described in the draft Secretary’s Order, wells would be drilled from a Drilling Island
established within the Development Area. In most cases, a single Drilling Island would be
established for each Development Area. However, when circumstances dictate, BLM could
establish additional Drilling Islands. Drilling Islands would be situated in such a manner that
extended-reach horizontal wells could access oil and gas within the associated Development

Areas. Under the draft Secretary’s Order, in areas leased for potash or containing “Measured



Reserves” (i.e., areas where potash is known to exist in sufficient thickness and quality to be
mineable), the Development Areas would generally be larger, potentially requiring the most
aggressive use of extended-reach horizontal wells. In other areas, Development Areas could

be smaller, and the use of extended-reach horizontal wells would likely be less.

By further utilizing a drilling island concept for oil and gas development that was first
introduced in the 1986 Secretary’s Order, full development of oil and gas leaseholds would
occur with less impact to the environment because of the reduction in the number of drill
pads and associated roads, power lines, and other ancillary facilities required to develop the
oil and gas resource. The safety of the underground potash miners would also be enhanced
by a reduction in the number and spacing of oil and gas drilling locations where wells

penetrate the potash formation.

The draft Secretary’s Order retains several important features of the 1986 Order, including
the boundaries of the Designated Potash Area established in the 1986 Order, as corrected in
1987. The draft Secretary’s Order also retains language of the 1986 Order for special terms
and conditions for oil and gas leases and potash leases issued, readjusted, or reinstated in the
Designated Potash Area. The draft Secretary’s Order seeks to retain the wording of the 1986

Order to the extent practicable.

The provisions in this draft Secretary’s Order are consistent with the Department’s
regulations, onshore orders, and the oil and gas lease form. The Department’s existing
regulations and onshore orders allow the BLM to impose conditions of approval on permits

to drill and require protection of other mineral resources, other natural resources,



(b) (5)
environmental quality, life, health, safety, and property. [See \43 CFR subparts 3162.1,

3164.1, and 3165.1. The oil and gas lease form (BLM form 3100-11) provides that the rights
granted in the lease are subject to the Secretary’s subsequent formal orders when not
inconsistent with the lease rights. The lease form also provides that lessees will take
reasonable measures that BLM deems necessary to minimize adverse impacts to other
resources and to other land uses or users. The provisions in the draft Secretary’s Order are
also consistent with the regulations governing potash leasing, exploration, and development.

See 43 CFR part 3500 and subpart 3190.

Before including your phone number, email address, or other personal identifying
information with the submission of your comments, you should be aware that your entire
submission — including your personal identifying information — may be made publicly
available at any time. While you may ask us to withhold your personal identifying

information from public review, we cannot guarantee that we will be able to do so.

Jesse Juen
New Mexico State Director

AUTHORITY: 43 CFR 3164.1, 43 CFR 3590.2



INFORMATION MEMORANDUM
FROM: Mike Pool, Acting Director, Bureau of Land Management

CC: Marcilynn Burke, Acting Assistant Secretary, Land and Minerals Management
Jack Haugrud, Deputy Solicitor

SUBJECT:  Draft Secretarial Order on Oil and Gas and Potash Development Within the
Designated Potash Area, Eddy and Lea Counties, New Mexico

DATE: June 29, 2012

l. INTRODUCTION

(b) (5)

Brief Summary Of Draft Order

(b) (5)



(b) (5)

Il. BACKGROUND

(b) (5)



(b) (5)

Il POSITION of INTERESTED PARTIES

(b) (5)






DEPARTMENT OF THE INTERIOR
Office of the Secretary

Qil, Gas and Potash Leasing and Development Within the Designated Potash Area of Eddy and Lea
Counties, New Mexico

Order

Section 1. Purpose and Effect. This Order revises and supersedes the Order of the Secretary of the
Interior dated October 28, 1986 (51 FR 39425), corrected Angust 6, 1987 (52 FR 32171), and provides
procedures and guidelines for fostering more orderly co-development through safe, concurrent operations
in prospecting for, developing, and producing oil and gas and potash deposits owned by the United States
within the Designated Potash Area.

Section 2. Authority. This Order is issued in accordance with the authority vested in the Secretary of
the Interior in the Mineral Leasing Act of 1920, as amended and supplemnented (30 U.S.C. 181 ef seq.);
the Mineral Leasing Act for Acquired Lands of 1947, as amended (30 U.S.C. 351-359); the Federal Land
Policy and Management Act of 1976, as amended (43 U.S.C. 1701 ef seq.), and regulations and onshore
orders implementing these statutes.

Section 3. Order Revised and Superseded. The Order of the Secretary of the Interior of October 28,
1986 (51 FR 39425), corrected August 6, 1987 (52 FR 32171), is hereby superseded and the following
provisions will apply to concurrent operations in prospecting for, developing, and producing oil and gas
and potash deposits owned by the United States within the Designated Potash Area.

1. Definitions
Authorized Officer - Any employee of the Bureau of Land Management (BLM) authorized to

perform duties described in 43 CFR Parts 3000, 3100, and 3500, as delegated in the BLM
Manual.

Barren Area - An area established by BLM within the Designated Potash Area for which
sufficient data is available to establish a lack of potash mineralization in sufficient thickness and
quality to be mineable under existing technology and economics.

Buffer Zone - Areas established by the BLM within the Designated Potash Area (1) extending
outward from the perimeter of existing underground open mine workings within which oil and
gas operations are generally not allowed due to a BLM determination that oil and gas drilling
could constitute a hazard to or interfere with orderly potash mining operations, and (2) extending
outward from operating oil and gas well(s) or operating Drilling Islands within which potash
operations are generally not allowed due to a BLM determination that potash mining or
exploration operations could constitute a hazard to or interfere with orderly oil and gas
operations.

Designated Potash Area - The land area described at Section 3.V. of this Order.

Development Area - An area established by the BLM within the Designated Potash Area in
consideration of appropriate current oil and gas technology such that wells can be drilled from a
Drilling Island capable of effectively extracting oil and gas resources while managing the impact
on commercial potash resources. Each Development Area will typicaltly have only one Drilling
Island, subject to narrow exceptions based on specific facts and circumstances. All new oil and

1




gas drilling that penetrates the potash formations within a Developoment Area will be performed
from its associated Drilling Istand or Islands. Existing wells may be included within the
boundaries of a Development Area. The boundaries of each Development Area will be
determined in conformity with Section 3.1ILE.2,

Drilling Island - An area established by the BLM associated with and usuvally within a
Development Area from which all new drilling of vertical, directional or horizontal wells that
newly penetrate the potash formations can be performed to support the development of oil and
gas resources from the Development Area.

Indicated Resources - as defined by the BLM.

Inferred Resources - as defined by the BLM.

Joint Industry Technical Cominittee - A committee established by, and subject to the management
and control of, the potash mining industry and the oil and gas industry whose role is to study how
concutrent development of potash and oil and gas can be safely performed in proximity to each
other. While the committee may provide input to the BLM on such matters as indicated herein or
otherwise at its discretion, it will not be subject to the BLM's management or control,

Measured Reserves (also known as "Potash Enclaye") - Areas within the Designated Potash Area
where potash is known to exist in sufficient thickness and quality to be mineable under existing
technology and economics.

Potash - Potassium and associated minerals as specified in the Act of February 27, 1927 (30
U.S.C. 281-287).

Unknown Area - An area within the Designated Potash Area where there is an absence of data for
the BLM fto classify the mineralization as Measured Reserves, Indicated Resources, Inferred
Resources or Barren Area.

II. Status of Lands

11

This Order will not affect the current status of lands with respect to their being withdrawn from or
open to entry or leasing.

General Provisions
A, Issuance of Oil and Gas Leases

The Department of the Interior reaffirms its policy that the lease stipulations contained in the Order of
the Secretary of the Interior dated October 28, 1986, corrected August 6, 1987 (52 FR 32171), are
necessary to protect the rights of the oil and gas and potash lessees and operators, Therefore, each
successful applicant for a noncompetitive oil and gas lease, and any party awarded a comnpetitive
lease, for lands included in the Designated Potash Area is required, as a condition to the issuance of
such lease, to execute a stipulation to the lease as follows:

1. Drilling for oil and gas shall be permitted only in the event that the lessee establishes to the
satisfaction of the Authorized Officer, Burcau of Land Management, that such drilling will
not interfere with the mining and recovery of potash deposits, or the interest of the United
States will best be served by permitting such dritling.




2. No wells shall be drilled for oil or gas at a location which, in the opinion of the Authorized
Officer, would result in undue waste of potash deposits or constitute a hazard to or unduly
interfere with mining operations being conducted for the extraction of potash deposits.

3. When the Authorized Officer determines that unitization is necessary for orderly oil and gas
development and proper protection of potash deposits, no well shall be drilled for oil or gas
except pursttant to a unit plan approved by the Authorized Officer.

4. The drilling or the abandoament of any well on said lease shall be done in accordance with
applicable oil and gas operating regulations (43 CFR 3160), including such requirements as
the Authorized Officer may prescribe as necessary to prevent the infiltration of oil, gas or
water into formations containing potash deposits or into mines or workings being utilized in
the extraction of such deposits.

In addition, the Authorized Officer will include a lease provision providing that drilling for and
production of oil and gas will be subject to the terms of this Order, any subsequent revisions, and the
orders of the Authorized Officer thereunder.

B. Reinstatement or Renewal of Oil and Gas Leases

As a condition to the granting of any discretionary reinstatement or renewal of any existing lease
embracing lands included in the Designated Potash Area, the BLM will impose stipulations
identical to those specified in Section 3. IIIL A,

C. Pofash Leases

1. All potash permits, licenses and leases hereafter issued or existing potash leases hereafter
readjusted for Federal lands within the Designated Potash Area, must be subject to a
requirement, either to be included in the lease, license or perimit or imposed as a stipulation,
that no mining or exploration operations may be conducted that, in the opinion of the
Authorized Officer, will constitute a hazard to oil or gas production, or that will unreasonably
interfere with orderly development and production under any oil or gas lease issued for the
same fands.

2, BLM will continue to include applicable due diligence stipulations in all potash leases issued
or readjusted after the date of this Order.

3. Before being allowed to participate in a competitive lease sale, all bidders must certify in
writing that they have an identifiable, substantial and genuine interest in developing the potash
resources and that they intend to develop the potash resource in accordance with the applicable
diligence stipulations. In addition the BLM will be required to make a reasonable
determination, that each bidder's interest is identifiable, substantial and genuine and not
merely speculative or casual.

In addition, the Authorized Officer will include a lease provision providing that potash mining
operations will be subject to the terms of this Order, any subsequent revisions, and the orders of the
Authorized Officer thereunder.




D. Delineation of Resource Areas

Each potash lessee must file annually by March 1, with the Authorized Officer, data and a map(s) on
which has been delineated the following information with respect to: (i) the Federal Potash leases
which are then held; and (2) lands on which exploration activities have been conducted.

a. The areas where active mining operations are currently in progress in one or more ore
ZOones;
The area where operations have been completed in one or more ore zones;

c. Those areas that are not presently being mined which are considered to contain Measured
Reserves in one or more ore zones;

d. Those areas that are not presently being mined which are considered to contain Indicated
Resources in one or more ore zones;

e. 'Those areas that are not presently being mined which are considered to contain Inferred
Resources in one or more ore zones;

f. Those areas which are considered to be Barren Areas;

g. Those areas that are Unknown Areas; and

h. Those areas that are planned to be mined as per a three year mine plan.

The Authorized Officer will anmually review the information submitted in this regard and make any
revisions to the boundaries of Measured Reserves, Indicated Resources, Inferred Resources, Barren
Areas and Unknown Areas. The Authorized Officer will commit the initial findings to a map(s) of
suitable scale and will thereafter revise that map(s) as necessary to reflect the latest available
information.

E. Oil and Gas Drilling
1. Drilling within the Designated Potash Area.

It is the intent of the Department of Interior to administer oil and gas operations throughout the
Designated Potash Area in a manner which promotes safe, ordetly co-development of both resources. It
is the policy of the Department of the Interior to deny approval of most applications for permits to drill oil
and gas wells from surface locations within the Designated Potash Area established in Section 3.V. of this
Order, Four exceptions to this policy shall be permitted under the following conditions: (1) if the drilling
will occur from a Drilling Island associated with a Development Area established under this Order; or (2)
if the drilling will occur from a Drilling Island established under a prior Order; or (3) if the drifling wiill
occur from a Barren Area if the Authorized Officer determines that such operations will not adversely
affect active or planned mining operations in the immediate vicinity of the proposed drill-site ; or (4) if
the drilling will occur fromn a Drilling Island or single well site established under this Order by the
authorization of the Authorized Officer, provided that such site was jointly recommended to the
Authorized Officer by the oil and gas lessee(s) and the nearest potash lessee(s) or prescribed by prior
agreement of the oil and gas lessee(s) and the potash lessee(s) in a written contract.

2. Development Areas.

a. When processing an application for permit to drill (APD) an oil or gas well in the Designated
Potash Area that complies with regulatory requirements, the Authorized Officer will determine
whether to establish a Development Area in connection with the proposal, and if so, will
determine the boundaries of the Development Area and the location within the Development
Area of one or more Drilling Islands from which drilling will be permitted. BLM may also
designate a Development Area outside of the APD process based on information in its
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possession, and may modify the boundaries of a Development Area. A Development Area
may include federal oil and gas leases and other federal and non-federal lands.

After designating or modifying a Development Area, the BLM will issue a Notice to Lessees,
consistent with its authorities under 43 CFR subpart 3105 or part 3180, or both, as appropriate.
informing lessees that future drilling on lands under an oil and gas lease within that
Development Area will: (1) occur, under most circumstances, from a Barren Area or a Drilling
Island within the Development Area; and (2) be managed under a unit or communitization
agreement, generally by a single operator, consistent with BLM regulations and this Order.
Unit and communitization agreements will be negotiated among lessees. BLM will consider
whether a specific plan of development is necessary or advisable for a particular Drilling
Island.

The Authorized Officer reserves the right to approve an operator or successor operator of a
Development Area and/or a Drilling Island to ensure that the operator has the resources to
operate and extract the oil and gas resources consistent with the requirements of this Order and
all applicable laws and regulations.

The Authorized Officer will determine the appropriate designation of a Development Area in
terms of location, shape and size. In most cases, a single Drilling Istand will be established for
each Development Area. In establishing the location, shape and size of a Development Area
and an associated Driling Island, the Authorized Officer will consider:

i The appropriate location, shape and size of a Development Area and associated
Drilling Island to allow effective extraction of oil and gas resources while
managing the impact on commercial potash resources;

ii.  The appropriate application of current available oil and gas drilling and production

technology in the Permian Basin;
iii.  The applicable geology of the Designated Potash Area and optiinal locations to
minimize loss of potash ore while considering co-development of both

resources;
tv.  Any long term exploration and/or mining plans provided by the potash
industry;
V. Whether a Barren Area may be the most appropriate area for a Drilling Island;

vi.  The requirements of this Order; and
vii.  Any other relevant factors.

As the Authorized Officer establishes a Development Area, the Authorized Officer will
consider more rigorous application of the factors listed in section 3.IILE.2.d, especially the
appropriate application of the best available oil and gas drilling and production technology in
the Permian Basin when closer to current traditional (non-solution) potash mining operations.
Greater flexibility in the application of the factors listed in section 3.1ILE.2.d will be applied
further from current and near-term traditional potash mining operations. No Drilling Islands
will be established within one mile of any area where approved potash mining operations will
be conducted within three years consistent with the three year mine plan referenced above
(section 3.ITLD.h} without the consent of the nearest affected Potash Lessee.

The Authorized Officer may establish a Development Area associated with a well or wells
drilled from a Barren Area as appropriate and necessary.
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g. As part of the consideration for establishing Development Areas and Drilling Isfands, the
BLM will consider input from all relevant parties as long as that input is received timnely.
Relevant parties are considered to be those parties required to be noticed by the provisions of
section 3.IIL.E.7 of this Order.

3. Maintenance of Buffer Zones.

Current buffers are: Y4 mile for oil wells and Y% mile for gas wells. These offsets will be
considered Buffer Zones and will stay in effect until such time as revised distances are adopted
by the BLM State Director or other BLM ofticial, as delegated. The State Director will base
revised Buffer Zones on science, engineering and new technology and will consider comments
and reports from the Joint Industry Technical Committee and other interested parties in adopting
any revisions.

4, Unitization and Communitization.

To more properly conserve the potash and oil and gas resources in the Designated Potash Area and to
adequately protect the rights of all parties in interest, including the United States, it is the policy of the
Department of the Interior that all leases within a Developinent Area should be unitized or subject to
an approved cominunitization agreement unless there is a compelling reason for another operating
system. The Authorized Officer will make full use of his/her authorities wherever necessary or
advisable to require unitization and/or communitization pursuant to the regulations in 43 CFR
subparts 3105 or 3180, or both, if appropriate. The BLM will use its discretion to the fullest extent
possible to assure that any communitization agreement and any unit plan of operations hereafter
approved or prescribed within the Desighated Potash Area will adhere to the provisions of this Order.
The BLM will work with Federal lessees, and with the State of New Mexico as provided below, to
include non-Federal mineral rights owners in unit or communitization agreements to the extent
possible.

5. Coordination with the State of New Mexico.

a, If the effective operation of any Development Area requires that the New Mexico Qil
Conservation Division (NMOCD) revise the state's mandatory well spacing requirements,
BLM will participate as needed in such a process. The BLM may adopt the NMOCD spacing
requirements and requite lessees to enter into communitization agreements based on those
requitements,

b. The BLM will cooperate with the NMOCD in the implementation of that ageitcy's rules and
regulations. In that regard, the Federal potash lessees will continue to have the right to protest
to the NMOCD the drilling of a proposed oil and gas well on Federal lands provided that the
location of said well is within the State of New Mexico's "Oil-Potash Area" as that area is
delineated by NMOCD Order No. R-111, as amended. However, the BLM will exercise its
prerogative to make the final decision about whether to approve the drilling of any proposed
well on a Federal oil and gas tease within the Designated Potash Area.

c. In taking any action under Section 3.11LE. of this Order, the Authorized Officer will take into
consideration the applicable rules and regulations of the Oil Conservation Division of the
State of New Mexico.

6. Potash Exploration Licenses and Approvals.
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a. Exploration for potash on lands leased for potash is permitted only with approval by the BLM,

in consultation and coordination of the potash lessee, of an exploration plan in accordance
with 43 CFR subpart 3592.

An oil and gas or potash operator may apply for an exploration license to drill core holes
necessary to define the absence or existence and extent of mineable potash reserves in areas
within the Designated Potash Area. Exploration licenses allow the exploration of known,
unleased mineral deposits to obtain geologic, environmental and other pertinent data
conceriting the deposit. See 43 CFR subpart 3506. These licenses can be obfained from the
BLM at the Carlsbad Field Office. Costs for such exploration may be shared consistent with
the provisions of 43 CFR 3506.14, if applicable.

Should an oil and gas or potash operator desire to attempt to establish a Barren Area in any
part of the Designated Potash Area not defined as Barren, provisions and protocols are
included in this Order for the operator to review relevant data in the area to design a core
acquisition program (see section 3.IILF.2 of this Order) and to obtain access to acquire core
data (subpart b. of this section). The BLM will develop and employ, as appropiiate, 1) cost
sharing guidelines for the acquisition of this new potash core data and 2) data management
protocols to protect the appropriate use of the data so obtained. The BLM will use such
newly acquired data to determine the resulting potash ore quality and make any changes fo

potash reserves and resources maps.

7. Notice to Affected Pariies

An applicant for an APD, or a proponent of a plan of development for a unit or communitization
area or a proposal for a Development Area or a Drilling Island, will provide notice of the
application, plan or proposal to the potash lessees and potash operators in the Designated Potash
Area included on a list maintained by the BLM described hereinbelow, the owners of the oil and gas
rights and surface owners to be determined by an instructional memorandum by the BLM. A list of
current potash lessees and potash operators will be available and maintained by the Carlsbad Field
Office, BLM. This notice should be prior to or concurrent with the submission of the application,
plan or proposal to the BLM. The BLM will not authorize any action prior to this notice.

F. dccess to Maps and Surveys

1.

Well records and survey plats that an oil and gas lessee is required to file pursuant to
applicable operating regulations (43 CFR subpart 3160) will be available for inspection at
the Carlsbad Field Office, BLM, by any party holding a potash permit or lease on the lands
on which the well is situated insofar as such records are pertinent to the mining and
protection of potash deposits.

Maps of mine workings and surface installations and records of core analyses that a potash
lessee is required to file pursuant to applicable operating regulations (43 CFR 3590) will be
available for inspection at the Carlsbad Field Office, BLM. These records are available for
viewing by any party holding an oil and gas lease on the same lands insofar as such records
are pertinent to the development and protection of oil and gas deposifs.

In order for an oil and gas or potash operator to establish and design a core acquisition
program for the purpose of proving a Barren Area, those records of core analysis in the area

7




of the planned program that are necessary to design that program will be provided in a
timely fashion by the BLM, subject to data management protocols as referenced in section
3.1ILE.6.c.

Maps of potash reserves and resources prepared under the provisions of Section 3.IILD. will
be available for inspection in the Carlsbad Field Office, BLM. Digital copies of these maps
will be available by mail or at these offices by May | of each year. Maps of established
Development Areas will be updated as new Development Areas ate established. These maps
of Development Areas will be provided in a timely fashion by the BLM.

IV. Regulatory and Adninistrative Matters

A,

This Order applies to the exercise of all existing leases in the Designated Potash Area in
conformity with lease stipulations and Federal law.

Except to the extent otherwise provided by this Order, the regulations contained in 43 CFR
Parts 3100, 3160 and 3180 (governing the leasing and development of oil and gas) and 43
CFR Group 3500 and 3590 (governing the leasing and development of potash deposits),
retnain applicable to the lands covered by this Order.

In implementing this Order, the BLM is authorized to exetcise its discretion through any and
all appropriate means, including, where necessary or advisable, ruletnaking, notices to
lessees, and orders of the Authorized Officer.

The BLM is authorized to select an outside, unbiased technical institute or organization to
act as a science advisor to the Joint Industry Technical Committee as to the BLM. Sandia
National Laboratories will serve that role initially.

The BLM, in coordination and consultation with the Joint Industry Technical Committee
will develop guidelines consistent with this Order for: establishing Development Areas,
Drilling Islands, and other aspects germain to the effectiveness of this Order.

The BLM will develop appropriate timeframe guidelines and requirements, as appropriate,
to ensure tinely actions pursuant to the execution of this Order. This will include a
timeframe for establishing Development Areas and Duilling Islands and the processing of
APDs, Oil and Gas Leases and Potash Leases within the Designated Potash Area,

V. The designated Potash Area is as follows:

New Mexico Principal Meridian

T 228, R.28 E., Secs. 25 and 36.

T.235.,R.28E., Sec. L

T. 19 8., R. 29 E., Secs. Land 2; Secs 11 to 15 inclusive; Secs. 22 to 27 inclusive; Secs. 34 and 36.
T.208.,R, 29 E., Secs. I and 2; Secs. 11 to 15 inclusive; Secs. 22 to 27 inclusive; Secs. 34 and 36

inclusive.

T2I 8" R, 29 E., Secs. I to 5 inclusive; Secs, 10 to 15 inclusive; Secs. 22 to 27 inclusive; Secs. 34 and 36

inclusive.




T.22S.,R.29E,, Secs
T.23 8., R.29 E., Sees
T.24 S,R.29E,, Seces

T.18 S, R. 30 E., Sees
T.19S.,R.30 E,
T.20S.,R.30E,,
T.218.,R.30E.,
T.22S,R.30E,
T.23S.,R.30E.,

T.24 8,,R.30E,, Sees

T.198,R. 31 E,, Sees
T.208.,R.31E,
T.218,R.31E,
T22S.,R.31E,,

T.24 8., R. 31 E., Sees
T.258.,R.31 E., Sees

T.198.,R. 32 E., Sees
T.208.,R.32E.,
T.218,R.32E,

T.228.,R.32E,, Sees

T. 198, R. 33 E., Sees
T.208,R.33E.,
T.218,R.33E,

T.228.,R. 33 E., Sees
T. 198, R. 34 E,, Sees
T.20 8., R. 34 E,, Sees
T.215,R. 34 E., Sees
T.228,R. 34 E., Sec.
The area described, inc

less.

Section 4. Adwministrative Provisions. The Director, Bureau of Land Management, is authorized to

. Ito 5 inclusive; Sees. 8 to 17 inclusive; Sees. 19 to 36 inclusive.
. 1 to 17 inclusive; Sees. 21 to 28 inclusive; Sees. 33 to 36 inclusive.
. 1 to 4 inclusive,

. 8 to 17 inclusive; Sees 20 to 29 inclusive; Sees. 32 to 36 inclusive.

. Ito 18 inclusive.
. 7, 18; Sees, 31 to 36 inclusive.

. I to 18 inclusive; Sees. 35 and 36.
.1 and 2,

. 25 to 28 inclusive; Sees 31 to 36 inclusive.

. 1 to 12 inclusive.

.21 and 36 inclusive.

. 1 to 12 inclusive,

. 19 and 20; Sees. 29 to 32 inclusive.

. 3 and 10 inclusive; Sees. 15 and 36 inclusive.

. 5 1o 8 inclusive; Sees. 17 to 20 inclusive; Sees. 29 to 32 inclusive.
6.

luding public and non-public lands, aggregates 497,002.03 acres, more or

delegate vesponsibilities herein as are determined appropriate.
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Potash/O& G Draft Secretarial Order Schedule

June 27

June 28

June 29
Or July 2

July 3

July 6

July 12

July 13

August 12

October 20

Surname package begins circulation - Notice of Availability and Draft SO

BLM - Director Briefing

Departmental Briefing

Finalize documents

Send documents to the Federal Register

Rollout/Announcement
Distribution of Draft SO to Tribes
NOA available at the Federal Register inspection desk

(whichever is the day after the announcement) Publication of NOA of
Draft SO, 30 day comment period begins

Tribal Consultation Meetings

July 17 Kiowa Tribe of Oklahoma
July 18 Comanche Indian Tribe
July 19 Apache Tribe of Oklahoma
July 20 Mescalero Apache

July 24 Ysleta del Sur Pueblo

July 25 Pueblo of Isleta

July 26 Hopi Tribe

Comment period closes

Publish final Secretarial Order in Federal Register and make
Environmental Assessment available on BLM website



(b) (6)

From Date ThuJan 26 2012 19:45:47 GMT-0500 (Eastern Standard Time)
To Abbey, Robert V

Cc Davis, Laura; Hayes, David; Lee-Ashley, Matt; Tompkins, Hilary C

Subject Re: Fw:

Bob,

Some direction to guide the discussion follows:
(b) (5)

I hope this is helpful. ®) ) . For my
part, (b) (5)
In so doing, ® )
Thank you.
Ken Salazar
Sent from my iPad

On Jan 22, 2012, at 6:43 PM, "Abbey, Robert V" <RVAbbey@blm.gov> wrote:

Mr. Secretary:
Below is the email traffic that we briefly discussed. FYl and request for further clarification.

Bob

From: Abbey, Robert V

Sent: Saturday, January 21, 2012 08:47 AM
To: Davis, Laura; Lee-Ashley, Matt
Subject: Fw:

Laura/Matt: Reference is made to the email below. Jesse Juen, our State Directorin NM, is
(b) (5)



(b) (3)
Bob

From: Juen, Jesse ]

Sent: Saturday, January 21, 2012 08:22 AM

To: Abbey, Robert V

Cc: Kornze, Neil G; 'john.mansanti@intrepidpotash.com' <john.mansanti@intrepidpotash.com>;
'irsmitherman@BassPet.Com' <jrsmitherman@BassPet.Com>; Stovall, James K; Herrell, Tony J
Subject: Fw:

b) (6
From: Jesse Juen [mailto( ) ©)

Sent: Saturday, January 21, 2012 07:36 AM
To: Juen, Jesse ]
Cc: Herrell, Tony ]

Bob, below are notes between the Chairs on the Technical Steering Committee and a couple of
questions to explore with the Secretary. You will see below a diversity of views from the 3 of us
m terms of our mterpretations of the meeting with the Secretary. If you have an opportunity to
share your perspective or gain clarity from the Secretary on his intent and/or vision prior to our
meeting on the January 31st that would be helpful. I believe the questions center around what
are the sideboards the Secretary had in mind as we consider proposed modifications and if the
group needs more time to work through the modifications is that acceptable. The next key litmus
test for us will be our January 3 st meeting. We have that planned most of the day and Tony will
offer a Potash/Oil and Gas GIS session the following morning for anyone who wishes to attend.
Then the chairs will meet that afternoon to assess where we are at that pont. There was also a
very nice diagram that John Mansanti built but for some reason it will not send to you from within
my email.

Chairpeople include:

John Smitherman, BOPCO

John Mansanti, Intrepid

Jesse Juen, BLM

Also at the meeting was Tony Herrell.

Key points to the meeting;

What each of us heard from the meeting with the Secretary:

Jesse Juen: That the Secretary was asking the Technical Steering Committee to make
recommendations to him regarding the Secretary's Potash Order. I believe he did this primarily
due to the opportunity he saw with both industries at the table using a productive forum to
address a variety of technical issues. From my discussions with you previously, I did not get the
sense that he has something specific in mind for the group to address. As chairs we also
discussed that we were concerned with my appointment to the group in that it may be weak link,
since this is not a FACA chartered group, for any member of the public to potentially
challenge group recommendations. We are exploring what options we have through BLM
channels to avoid pitfalls. For now we believe the meetings will be open to anyone to attend but
we believe we can construct the meeting to focus on the group members for the technical
steering committee.



John Mansanti: That the Secretary was asking the group to recommend a relatively
narrow set of modifications to the Secretary's Potash Area Order. The recommendation would
resolve the data inadequacy issues that were getting in the way of timely co development. The
process modification(s) would include:

Re A process for obtaining data when adequate data is not available, e.g., potash geology

Re Timelines to the process which provide regulatory certainty

Re A possible consideration of some type of risk tool (which may include SNL) (would provide
opportunities for co-development)

‘Re A process for dispute resolution

%Re The process(es) should be robust enough to adapt to future changes in technology

John Smitherman: That the Secretary recognized that the positive atmosphere that exists
today could serve to achieve a multi-industry solution that has eluded us until now. He was
asking the group to recommend modifications to the Secretary's Potash Area Order that would
address how we could operate within the SOPA including the specific procedural issue related
to regulatory certainty and difficulties in obtaining sufficient potash core data to make permitting
decisions in a timely fashion. The Secretary, through his emphasis of regulatory certainty and
consensus-seeking, was asking the entire group for a solution that would serve all interests
without specific limitations on the issues to address. Mr. Smitherman believes that is an important
distinction because there are other issues besides a process for acquiring sufficient core data that
have contributed to the regulatory uncertainty and conflict in the past and that this group can and
should take this historic opportunity to address these especially a method of providing alternate
access via drilling islands (or otherwise) where an APD would be denied. The Secretary
spectfically referred to the application of new technology and leaving flexibility in the
recommended order to apply new technology in the future to improve the functioning of this new
Order. The Committee is well suited for that task.

A good discussion followed these views in that as chairs we believe the the larger group
discussion will yield more diverse mterpretations and differences between the industries therefore
requiring a longer timeframe than prescribed to potentially reach concensus if we can. It will be
critical to hear from the other members of the group on their take of the Secretarya€™s request
and whether they believe there are opportunities that can be achieved on proposed
modifications.

A few agreed to items between us.

1. That whatever modifications might be forwarded to the Secretary's consideration that it
should not take anything away from the existing private agreements that have been
constructed between potash and oil and gas industries.

2. Flexibility through process should be built into proposed modifications as it is difficult at
best to change Secretarial Orders.

3. Should there be recommendations forwarded to the Secretary for modifications to the
Order that it be based upon concensus of the representatives of the Technical Steering
Committee.

4. Sandia National Laboratories should not play an ADR role as they are an active
participant in the Technical Steering Committee. They should however be able to review
technical or scientific data and provide a neutral based opinion upon its adequacy and/or



conduct research on an as needed basis for the group.

5. The Technical Steering Committee was created for critical reasons beyond addressing the
request of the Secretary and should be sustained for long term benefit.

6. There is a concern that if the technical steering committee is to consider any of these issues
within the given timeframe, that it could be too big of a challenge for an young steering
committee which is still in the process of developing its own group dynamics. With the
added stress of the new players and request by the Secretary, we want to be cautious not
to destroy the trust and good will that the committee has developed to date

What we are currently working on for our group meeting January 31 (draft agenda attached):
Acquiring a facilitator for the meeting

Drafting an agenda for the meeting

Acquiring a note taker for the meeting
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