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OFFICE OF

®t and Gas Conservation Commisaion
STATE OF ARIZONA
1645 WEST JEFFERSON, SUITE 420
PHOENIX, ARIZONA 85007
PHONE: {602) 271-5161

AGENDA

Meeting

February 17, 1978

Room 800 - Capitol Tower
1700 West Washington Street

Phoenix, Arizona

10:00 a.m. Call to order

1.7

Approval of minutes of meeting of
December 16, 1977

2, Report of Executive Secretary
g .
3y Report of Enforcement Section
4. Report of Geology Section

5. 01d Business
¥? €‘L“’\fv Lk}kl

6. New Bu51ness
' TAMPR A \lex ¥

T Y o i b Sl L MR LS e

7. Adjourn

. IF YOU ‘ARE UNABLE TO ATTEND THIS MEETING, PLEASE VOTIFY
P \\ THIS OFFICE AS SOON AS POSSIBLE.
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OFFICE OF

Ol anh Guz Gongeroation Commission
STATE OF ARIZONA
1645 WEST JEFFERSON, SUITE 420
PHOENIX, ARIZONA 85007
PHONE: (602) 271-5161

ACTIVITY REPORT

February 8, 1978

John Bannister
Executive Secretary

Please note that the meeting of the Commission will be on Febru-
ary 17, 1978 at 10:00 a.m. The only meeting room available at
that time is Room 800 in the Capitol Tower. Arrangements are
being made so that future meetings should be in our office build-
ing. As previously advised, the conference room next to our
office, Room 421, is to be converted into additional office space.

Since the last meeting of the Commission, much of my time has
been involved with the State Legislature. At the time of our
meeting, I hope to have available for you gentlemen copies of
bills in which this Commission is interested.

As you are aware, the Commission is introducing twe housekeeping
measures. One, House Bill 2027, redefines a well under the
jurisdiction of the Commission so as to strengthen and remove
any question as to our authority over wells drilled for storage
purposes, disposal or secondary and tertiary recovery methods.
This bill was unanimously passed out of the House Natural Re-
sources Committee on January 23rd and is now awaiting hearing
before the Commerce Committee.

House Bill 2325 is the Commission's bill to spell out state
policy concerning geothermal operations. This bill has just

been introduced and I do not know to which committees it has
been assigned. ‘

House Bill 2168 is the bill concerning recycling of used oil,
wherein the enforcement authority is assigned to the 0il and Gas
Conservation Commission. This bill has been assigned to the
House Natural Resources Committee and the Appropriations Commit-
tee.. After a meeting with a subcommittee of the Natural Resources
Committee, the legislative staff was instructed to redraft the
bill so that a pilot project would be established within State

£
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Page 2

Enforcement Section
February 8, 1978

Government and its subdivisions. Work is progressing on this
phase and we anticipate that the Natural Resources Committee, as
a whole, will hear the bill around February 20th.

Senate Bill 1183 establishes an Arizona Department of Energy, in-
corporating the functicns of the Department of Mineral Resources,
the Office of Energy Programs, the 0il and Gas Conservation Com-
mission and the Solar Energy Research Commission.

The House has introduced a bill setting up an energy advisory com-
mission type agency. As yet, this bill has not come from the
printers and I do not know the total contents thereof. However,
the 0il and Gas Commission will be involved in such an agency.

Other pertinent bills will be made available for discussion as
soon as possible.

As previously mentioned, this Commission, in conjunction with the
Bureau of Geology and Mineral Technology, Arizona State University,
University of Arizona and Northern Arizona University, is seeking
funds to update the state geological map and to secure a new
gravity anomaly map and a tectonic map. It was originally inten-
ded to introduce legislation for this purpose, however the
Chairman of the House Natural Resources Committee suggested that
we secure an addendum to the Commission budget for this purpose.

In discussing this matter with Mr. Ray Roles of the Governor's
Office, it was requested that we initially seek funds for this

work through Dr. Brent Brown of the Office of Economic Planning
and Development.

At this time, the proposal for funding is ready to be submitted
and the initial funding to be requested is in the amount of
$225,000. This covers the first year's effort, which will result
in the preparation of the gravity and tectonic maps and research
and compilation of available data for the ultimate preparation of
the updated state geological map.

It is our intention to meet as soon as possible with Dr. Brent

Brown, a representative of the Governor's Office, and representa-
tives from the Joint Legislative Budget Office and the Governor's
Budget Office so that we can know how to proceed with the funding;

with the consent of the various sources of funds which may be in-
volved.

In May of 1976, this Commission sought funds in the amount of
$5000 from the Four Corners Regional Commission to participate in
and expand a study being done by GS Laboratories, in conjunction
with the United States Geological Survey, in the northeastern

"
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Page 3
Executive Secretary
February 8, 1978

quarter of Arizona. This project was submitted but at the time

no Four Corners funds were available. Governor Castro's represen-
tative to the Four Corners Regional Commission, Mr. Carr Phalen,
decided to hold the request and resubmit it this year. Since
Governor Bolin has assumed office, Mr. Morris Richards has become
the representative to the Four Corners Regional Commission., We
have contacted Mr. Richards and this proposal is being resubmitted.

I appeared before a subcommittee of the House Appropriations Com-
mittee concerning the Commission's budget for the 1978-79 fiscal
year and they approved the Commission's revised budget in the a-
mount of $160,300. As yet, I have not been called to appear
before the Senate Appropriations Committee, however I anticipate
this revised budget will be approved by them, inasmuch as there
is concurrence by both the Governor's budget people and the Joint
Legislative Budget Committee.

You have been kept advised of the rigmarole through which this
Commission has gone in arriving at our budget request. Our last
revised budget, as submitted, was $156,300 and the Joint Legisla-
tive Budget Committee added $4000 to this request. This money
will go into our other operating expenses. The budget as approved
by the House subcommittee is made up as follows:

Personal Services $111,200
Employee Related Expenses 20,200
Professional § Qutside Services 3,000
Travel - State 7,500
Travel - Out of State 2,000
Other Operating Expenditures 16,400

$156,300

A meeting of the Executive Committee of the Interstate 0il Compact
Commission has been called for March 3rd in Tampa, Florida. The
chairmen of the various committees of the IOCC have been requested
to meet at the same time. As you are aware, I am Chairman of the
Environmental Protection Committee, as well as a member of the
Executive Committee. This trip has been budgeted in our 1977-78
budget and permission is requested to attend.

There is confusion as to the dates of the Commission meetings. At
one time, to accommodate Commissioner Geoffrey Ballard, the Commis-
sion meeting date was set as of the second Friday of the meeting
month. However, we have been meeting on the more established date
of the third Friday of the month. According to statutes, I have
advised the Secretary of State that the regular Commission meetings
will be the third Friday of the months of February, April, June,
August, October and December. If there is any dissatisfaction with
our meeting date on the third Friday, I feel this question should
be settled during our February meeting.
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OFFICE OF

O and ®as Gonsgerpatinn Commission
STATE OF ARIZONA
1645 WEST JEFFERSON, SUITE 420
PHOENIX, ARI1ZONA 85007
PHONE: [602) 271-5161

ACTIVITY REPORT
February §, 1978

W. E. Allen
Enforcement Section

It now appears that the oil pipeline across the southern part
of the State has gone by the wayside. You will recall that

E1 Paso Natural Gas Company was going to lease one of their

30 inch gas lines, which was no longer needed to transport gas
to the West Coast, to Sohio 0il. Sohio was going to use this
line to transport Alaskan crude to Midland, Texas. From Mid-
land, the crude could then be distributed by pipeline to
wherever needed.

The old Federal Power Commission, now the Federal Energy
Regulatory Agency, had placed such heavy restrictions on El1
Paso taxwise that they could not afford to lease the line

as a crude o0il carrier. I understand that El1 Paso is appeal-
ing FPC's ruling.

Activity has been very slow so far this year. Visitors have
been few and requests for information have been below normal.

We have recently been involved in gathering data and infor-
mation in support of the recycling 0il bill which has been
introduced in the House of Representatives. I'm sure that
John will comment further on this, as well as other pending
legislation affecting this Commission.

Energy Reserves Group's plan to drill a total of fourteen
wells in Teec Nos Pos field has come to a halt, at least
temporarily. This operator has plugged its No. 7 well, tem-
porarily abandoned the Nos. 6 and 9 wells, and is in the
process of recompleting the No. 5 well. This operator has
staked a location in the NE/SW/4 Sec. 19, T41IN, R31E, Apache
County. This is a diagonal offset to the old El1 Paso Bita
Peak well drilled in 1956, which produced 12,531 barrels of
oil and 2,376,743 MCF gas. The well was plugged in 1969.
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Page 2
Enforcement Section
February 8, 1978

Energy Reserves has staked this well location but has not ap-
plied for a permit to drill.

Merrion and Bayless have staked a location to drill a Coconino
test in the East Boundary Butte field., The proposed test is
located in the NE/NW/4 Sec. 4, T41IN, R28E, Apache County. The
East Boundary Butte field has production from the Pennsylvanian,
Hermosa and Paradox sections. Merrion and Bavless have not
filed an application to drill this test,

o mn i'bﬂw )
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OFFICE OF i
Ot anh Gus Conseraation Commisaton ;
STATE OF ARIZONA
1645 WEST JEFFERSON, SUITE 420
PHOENIX, ARIZONA 85007 |
: PHONE: {602) 271-5161 _
} ACTIVITY REPORT
February 7, 1978
J. N. Conley i
Director, Geology Section ?
) PUBLICATIONS :
) = Sales since Jannary 11, 1978, total $90.50. :
3 . w i
New State Map., Our new map showing wells drilled for eil, matural gas, i
helium, and selected wells drilled for stratigraphic information should be avail- 3
able soon. The accompanying tabulation listing well data not shown on the map :
has been printed.
ENERGY RESOURCE & MINERAL EXPLORATION £
0il and Gas. No physical exploration reported.
Uranium. Continued active.

- Geothermal. Exploration program repoftedly still in progress in Mohave County,
ENERGY-RELATED CURRENT PROJECT

Geothermal - ERDA/DGE. Completion of this investigation of the low-to-
moderate geothermal resources of the Basin and Range province, based on well-
temperature data in our files, has been postponed until later this month. The
reason for the postponement was a decision to amplify the scope of the final report.

1 ~: -, “i J:ﬁ "iii‘"‘ﬂﬁ IO EIERTAYRY TN L L
|

LEASING

0il and Gas. None reported,

Geothermal. None reported but we received one phone call from a geologist
in Tulsa, Oklahoma, inquiring as to the procedure to acquire geothermal leases on
state lands in Cochise County.’ '

VISITORS Representing . : Representing
L. V. Robertson Southwest Gas Corp. : S. T. Remeke -Self
A. W, Dames Platte Valley 0il Co, "F. J. Healey _ Self

i G. A,-Miller_ Dept, of Mineral Resources T. A. D, Haddow Self

R J. 5. Calhoun American Petroleum Institute J. M. Chinneck  Self

_¥“ W. L. Hammer Self
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0il § Gas Conservation Commission

AGENCY -
DIVISION ( : IDENTIFICATION(\.L‘)DE NO
] 2 3 4
CLAIMS PAID OBIECT DISTRIBUTION OF EXPENDITURES CLAIMS PAID
YEAR TO DATE CODE NO. MONTH OF )
CLASSIFICATION Jan 1974
S 70 ool 71140 1 Per Diem: Commission Members L
52 973 12z 71150 2 Salaries: Staff 2 AV
_356l9s] 71510 3 FEmp. Related: Workmens Comp 3 SGlof
347 194 71520 4 Unemployment Insurance 4 AV
2 s/¢ |32} 71530 5 F.I,C.A, ' 3 19571632
3 208,20 71542 6 Retirement 6 5 73174
7 +/ 3 /]ool. 71550 7 Health Insurance 7 243125
" 3 ale0| 71552 8 D & L Insurance 8 36| &0
/34 lwol 71570 9 Personnel Conm. Pro Rata Charges ? -
5954 72169 10 Professional Serv: Cartographic Symbols 10
72169.1 In Cartographic Symbols (U _of A) 1
; 35 6l2sT 72199 142 Cartographer 12 9860
T34 751 72199.1 |43 Cartographer (U of A) 13 187125
07|20 72511 14 Travel-State: Mileage - Private Vehicles 14 7150 §
2, 50671751 12512 15 Mileage - State Vehicles 15 243125
Fe2194) 72520 16 Subsistence 16 solso
s¢leol 72531 17 Air Fare 17
s3lo| 72541 18 Registration Fees 18
_ 7 lony| 72543 19 Parking 19
o} 72549 20 Misc, 20
5e/1957 72560 21 Travel-Out of State: Subsistence 2
26/1e4 72571 22 Air Fare 22
2|50l 72574 23 Taxis 23
rileol 72581 24 Registration. Fees 24
90| 72589 25 Other-Telephone, etc, 25
2 seoloa] 72711 26 Occupancy: Office Rent 26 2, s loo
. 72713 27 Warehouse Rent 27
<3| 72821 28 Mtn. § Repairs: _Furniture 28
72823 29 Adders & Calculators 29
/30| 72824 30 Typewriters 30
768 lenl 72826 31 Copy_Machine, Other 31
_ 72827 32 Mimeo, Reader-Printer, etc. 32
73111 33 Office Supplies: Printed Stationery § Frnvelopes 33
_ 73113 34 Carbon § Ribbons 34
- o7 132l 73117 35 Reproduction Supplies 35
-y 749 1731 73119 36 Misc. & Blue Prints 36 27217/
: /50139 73119.1 |37 Misc. § Blue Prints (U of A) 37 30iys
73259 38 Field Supplies: Logs, etc. ’ 38
73514 39 Printing - Large Maps, etc. 39
73514.1 40 Large Maps, etc. (U of A) 40
/75 1357 73519 4) Misc, 41
e , 53 19/] 73524 42 Legal Advertising 42
73531 43 Subscriptions: Newspaper 43
27|oo} 73533 44 Technical Journals 44
1 3 95|sal 73541 45 Postage Stamps 43
Ca 7@tz 73551 46 Telephone Service: Central System 46 3/1%/
R 523 |est 73552 47 Equipment Rental 47 Folss
PR 168|781 73553 48 Long Distance 48 431727
N i 2462135 73554 49 ATS Service Charge 49 272192
\—J / <950l 73720 50 Organization Dues 50
' " apleo] 73730 51 Technical or Reference Books 51
oolop| 79741 52 Insurance 52
o5deol| 79220 53 Revolving Fund 53
spalacl 74312 54 Capital Outlay: Map Cabinet 24
2871961 74313 55 Lipght Table )
5 TOTAL 1399054
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( AONTHLY FINANCIAL ReporT ()

2

3

4

5

RECEIPTS
MONTH OQF

edan 19

28

RECEIPTS
CLASSIFICATION -

APPROPRIATED
RECEIPTS

UNAPPROPRIATED
RECEIPTS

TOTAL
ALL RECEIPTS
YEAR TO DATE

- -

Permits to Drill

- -

A G |+

LoRla-B N WIS RP R ARLLE o

17

e

TOTAL CURRENT MONTH RECEIFTS

— 0

XXX XXX

TRANSFERS IN

). 9. 9.9.9. ¢

BALANCES BROUGHT FORWARD

3,90/ 183

XXX KK X

I, -

TOTALS — MONTH AND YEAR TO DATE

3. 90/]1F3

Lo00leD

()

7

8

9

10

11

CLAIMS PAID
MONTH OF

Dan 12

7&

EXPENDITURES
FUND TITLES

TOTAL AMOUNT
AVAILABLE
YEAR TO DATE

CLAIMS PAID
YEAR TO DAYE

QUTSTANDING
ENCUMBRANCES

UNENCUMBERED
BALANCE

£,492

/5

1 Perscnal Services

3 45t

33543 85¢

L, 954

o 5]

| 2 Fmp. Related Exp.

1 4, 3f0

& 32742

29 G061/

295

ELN

3 Professional Services

3 275

6,002 58
980138

26/

25

4 Travel - State

5,075

229403
3897/ 2

5 Travel - Out of State

2,000

4962177

222218/

a2, 7Y/

&/

6 Other Operating Txp.

14,473

SREBBRR

298178

oo | 4D

s 3210/

7 Capital Outlay-Fquipment

feo

790123

¢ 075103
vl vl

8

9

10

g

11

12

13

4

15

i6

17

18

19

Do\ o A it A LB VAL LY

20

21

22

23

24

25

26

27

28
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29

30
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R
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13,944

TOTALS

76,288 |£F
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OFFICE OF

O and BGap Conservation Commisston
STATE OF ARIZONA
1645 WEST JEFFERSON, SUNTE 420
PHOENIX, ARIZONA 85007
PHONE: (602) 211.5161

ACTIVITY REPORT

January 11, 1978

John Bannister
Executive Secretary

The Legislature convened on Monday, January 9, 19278. From all
appearances, both houses hope to keep this session compara-
tively short, indicating that they hope to wind up no later
than May. As I have previously indicated, much committee work
has been done prior to the official opening of this session
and things currently seem to be moving rather rapidly.

I have already been scheduled to appear before the House Ap-
propriations Committee on Thursday, January 12th at 8:30 a.m.

concerning the Commission's budget. This is our record for early

appearance on our budget. We have not as yet been scheduled to
appear before the Senate Appropriations Committee, however I

anticipate this will probably be accomplished before our next
Commission meeting.

As previously advised, the Commission will be directly inter-
ested in three bills which will be introduced. There are two
housekeeping bills, one concerning a change of the well defi-
nition as appearing in the statutes. This is the outgrowth of
an Attorney General opinion that we should straighten and make
more clear the Commission's jurisdiction as to injection wells
for secondary and tertiary purposes, as well as injection wells
used in connection with the storage of product.

The second bill merely inserts a policy statement in our exist-
ing geothermal laws.

The remaining bill would grant the Commission new authority in
the area of recycling of used oil. ~Should this bill pass, it
will be necessary that some new personnel be engaged and new
programs outlined. This bill, as it will be introduced, will
carry an appropriation to accomplish this purpose. This ap-
proiation would be above and beyond the budget we have adopted.
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Page 2
Executive Secretary
January 11, 1978

In all liklihood, an effort will be made to again create some
sort of joint energy agency. In the past, all bills entered
for this purpose have involved the 0il and Gas Commission and

I am sure we will be involved in any bill which may be intro-
duced.

In addition to these as I have briefly reported, the Commission,

~in conjunction with our three universities and the Bureau of

Geology and Mineral Technology, will seek funds for a geologi-
cal mapping project of our state, as well as conducting certain
geophysical operations.

'I have contacted the Attorney General, asking the question as

to whether or not this Commission has authority to enter a
proposed project wherein several of our state agencies will
join in studying state-owned acreage for geothermal purposes,
with the conclusion being the actual drilling of a geothermal
well. The Attorney General advised me that since the questions
I asked him would pertain to other agencies concerned with this
project, he will take the time to issue a formal opinion. 1
will keep you advised as to these results,

For your information, I am enclosing copy of a page from the
Rocky Mountain Region Report of Petroleum Information. I
particularly invite your attention to the second paragraph,
wherein it is indicated the possibility that states may lose

their authority to tax production generated on Indian reserva-
tions.

I would like to remind you that the next regular Commission
meeting will be Friday, February 17th. It is likely that the
meeting room we have been using will be converted to other of-
fices. I am unable to tell you at this time in what room our
meeting will actually be held, - Indicatiéns are:that ‘the-.con-
ference rooms within our own'building will not be:available for
our February meeting and we have tentatively made arrangements
to meet in Room 800 in the Capitol Tower. Should there be any
change, I will certainly advise you.

———— i
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Qb This Week

PROPOSED CHANGES IN REGULATIONS covering rights of way on public lands will be
discussed at a public meeting to be chaired jointly by the Bureau of Land Management and the
U. 5. Forest Service at the Salt Palace in Salt Lake City January 11. Rights of way must be
obtained for roads, railroads, communications, water development, electric power and pipelines,
other than oil and gas...which are covered under another law. The two agencies now have
basically the same authorities for granting rights of way, but regulations differ. A change
required by the Federal Land Policy and Management Act of 1976 is that communities, counties
and state and federal agencies now must obtain right of way permits for public roads on BLM-
administered lands. These are already required on National Forest lands. Further information is
available from the BLM Utah State Office, 136 East South Temple, Salt Lake City, §4111; the
Regional Forest Service Office, Federal Building, Ogden, Utah, or from the BLM or Forest

‘Service in Washington, D. C. Written comments should be submitted before February 1, 1978 to
the Chief of the Forest Serivice (5400), Box 2417, Washington, D. C. 20013, or the Director,
(321), Bureau of Land Management, Washington, D. C. 20240.

WESTERN STATES STAND TO LOSE REVENUES from Indian land mineral taxes under a \
ruling by a Department of the Interior solicitor, and the oil industry may also be affected. The
opinion could result in putting an end to millions of dollars in tax revenue now going to the
states. According to the Interior message to the Assistant Secretary for Indian Affairs,
Montana has no authority "to apply its producticen tax to il and gas produced from mineral

- leasing of tribal lands on the Fort Peck Indian reservation.” About $3 million in taxes now being
paid to Montana are at stake under the specific ruling. The indication is that any leases made

under the 1938 Indian Minerals Leasing Act are not taxable by the states. The opinion

presumably will apply to minerals on all reservations in the western states. For instance, it is
estimated that in New Mexico such a ruling would deprive the state of about $5 million in

currently generated revenues. Since the question of tribal sovereignty has been raised, there is
corollary speculation that the tribes may also Ievy their own tazes on minerals. /
T e

ENERGY RESQURCES CORP has signed a joint venture agreement with Hunt Oil for
exploration and development of uranium and vanadium mineralization oa about 5000 acres
northeast of Blanding, Utah. The companies have also agreed to joint ventures on Energy
Resources' Black Mesa property. Preliminary exploration of the latter indicates depusits of both
uranium and vanadium. Funding from Hunt is to permit further exploration and construction of
an in situ pilot leaching plant on the property. Energy Resources owns approximately 42,000
acres of federal and state mining claims and has options to purchase an additional 38,000 acres
of claims southwest of Blanding. ) :

ATLANTIC RICHFIELD'S BLACK THUNDER MINE, expected to become the largest coal
operation in the United States, started production with an 11,000 ton shipment from the Enine
_site about 50 miles south of the town of Giilette. The 110-car upit train was headed for
Amarillo, Texas for generation of electricity by Southwestern Public Ser?ir::e. Initial output
capability of more than five million tons a year is planned, rising to 20 million tons y.early by
the early 1980's. Controlled surface mining processes are to be used to remove coal lying from
10 to 200 ft below surface in seams up to 70 ft thick. Shovels taking 40 cubic yard bites load
the coal into 170 ton trucks for transfer to a processing area where sizes are reduced
progressively and unit trains can be loaded continuously. From 150 to 200 acres will be mined
annually at full capacity. The mine area covers more than 7000 acres of federal and state
jeases. Continuous restoration to original or better condition is planned, according to a
spokesman for the operator, Thunder Basin Coal, an Atlaatic Richfield sub§idiary. Originally,
production was scheduled to start in 1975, but litigation between the Sierra Club and .the
Secretary of the Interior brought long delays before final permits were approv‘g.:d. Preparatxpns
for production from a second surface mine, Coal Creek, have started. This is about 15_m11es
north of Black Thunder. Coal Creek mining is expected to start as early as 1980, depending on
necessary permits.
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OFFICE OF

®il anh Gus @anseroation Emnmisston
STATE OF ARIZONA
1645 WEST JEFFERSON, SUITE 420
PHOENIX, ARIZONA 85007
PHONE: {602} 271-5161

ACTIVITY REPORT

January 11, 1978

W. E. Allen

Enforcement Section

My last report mentioned the Sierra Club has filed a protest
with the Forest Service requesting suspension of all ¢il and
gas leases on huge sections of land in the West., Attached to
this report is a copy of an editorial from the 0il and Gas
Journal commenting on this matter.

It never rains but it pours - now a Department of the Iaterior
solicitor has found that the State of Montana has no authority
to apply its production tax to oil and gas produced from min-
eral leasing on tribal lands. This ruling, in all probability,
will be tested in the courts. If upheld by the courts, all
other tribes will soon follow the Fort Peck Indian reservatiom
lead. In effect, this will mean the State of Arizomna will
have no oil or gas production.

Pyramid Oil Company has suspended operations on its Federal

No. 1 well located in the NE/SE/4 Sec. 28, T41N, ROW, Mohave
County. Total depth reached when operations were halted was
4145 feet. Operations will be resumed in the Spring.

Energy Reserves Group is encountering considerable difficulty
in completing its Navajo "0" No. 6 and No. 9 wells. Both of
these wells are in the Teec Nos Pos field of Apache County.

During 1977, the Commission issued 17 drilling permits. Ten
of these permits were issued. for the drilling of oil test,.
Seven were issued for strat test. The drillers of these strat
test were seeking potash in Apache County. Of the ten oil and
gas permits, seven have been drilled:or are drilling, three
wells have yet to be spudded. Of the seven oil test drilled,
three will probably be producers of some kind.

S il




C T

Page 2
Enforcement Section
January 11, 1978

1977 saw the plugging and abandonment of twenty wells which had
originally been completed as helium producers. Ten of these

holes were plugged by Kerr-McGee Corporation and the remainder
plugged by Eastern Petroleum Company.

While neot exactly a best seller, we had forty-five requests for
copies of our rules and regulations during the year.
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EDITORIAL

Winning Overthrust Belt suit
vital for U.S. energy future

THE SIERRA CLUB has lost the first round
in its battle to suspend oil and gas leases
“issued since 1970 in a large portion of the
Rocky Mountains,

But it is only the first round. Rejection of
the petition filed with the U.S. Forest Service
was on technical grounds that had nothing to
do with the substance of the issue. A cor-
rected petition will be filed and the case will
be heard.

The outcome is of utmost importance to
the U.S. energy future.

There is much more at stake than the
simple issue of whether the Forest Service
must file lengthy environmental-impact
statements before permitting leasing in areas
considered for wilderness designation. The
clear objective of the Sierra Club is to ban
drilling from still more millions of acres in
the Overthrust Belt which contains some of
the best unexplored prospects in the country.

SHOULD anyone doubt this, it is worth
tecalling the woeful history of the trans-
Alaska crude line. There are disquieting
parallels between the Forest Service petition
and the swit which blocked construction of
the Alyeska project for 4 years.

Both alleged violation of the National En-
vironmental Policy Act, which went into ef-
fect on Jan. 1, 1970. Even after the Depart-
ment of Interior filed the required impact
statement for the pipeline, it remained hope-
lessly tied up in litigation. An angry Con-
gress, at the end of its patience over the use
of NEPA to lock up the largest oil field ever
discovered in the U.S., had to intervene di-
rectly in order to rescue the project.

Before Congress acted, one of the Alaska
pipeline litigants was honest enough to state
its real purpose. It supported a Canadian
overland alternative to the Alyeska pipeline,
he admitted, not because that route might be
environmentally superior, but in order to
prevent development and production of the

Prudhoe Bay oil and gas reserve. The U.S.,
he said, could always go back and tap the
field “'if we ever needed the oil and gas™!

What is sought in the new Sierra Club re-
view is not just compliance with NEPA
machinery as the group interprets it. At the
very least the action is aimed at blocking
leasing, exploration, or drilling in national
forest areas which may be added to the
wilderness system. .

As such it is part of a broader attack on
the principle of multiple use under which
public-land resources are administered for
the benefit of all citizens—not just a select
few.

If environmental protection is the concern,
the Forest Service has that problem well in
hand. The agency has set up and enforced
strict regulations to guard against undue im-
pact from petroleum development or any
other activity.

SOME 47% of the federal lands in the
Overthrust Belt already are effectively closed
to petroleum exploration and development,
or have been restricted in other ways, ac-
cording to the American Petroleum Institute.
And Congress is considering withdrawing
many more millions of acres from develop-
ment in the Rockies and Alaska.

The American Association of Petroleum
Geologists points out that of some 877 million
acres in the federal domain, 546 million or
62% are either closed to, or so burdened by
restrictions as to preclude, energy-minerals
exploration and development. “Federal
lands,” AAPG Pres. Edd Turner declared
recently, “benefit no one uniess they are
used.” To that we say amen,

If there is to be any hope of reducing
reliance on imported energy, the U.S. must
call a halt to this tuck-it-away mania. The
job is difficult enough under the best of cir-
cumstances. Without access to acreage over-
lying the best prospects, it will be impossible.
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OFFICE OF

®il and Gas Gonservatinn Gommission
STATE OF ARIZONA
1645 WEST JEFFERSON, SUITE 420
PHOENIX, ARIZONA B5007
PHONE: (602) 271-5161
January 11, 1978

ACTIVITY REPORT

J. N. Conley
Director, Geology Section

PUBLICATIONS

Sales since December 7, 1977, total $77.53.

"0IL & GAS LEASING ACTIVITY

The State Land Department reports that Sanchez-0'Brien Corp. is taking assign-

ments on the State o0il and gas leases in Cochise County acquired by P. J. Farrelly
and others.

ENERGY RESOURCE & MINERAL EXPLORATION

0il and Gas. No on-~the-ground exploration reported.

Uranium. Active

Geothermal. Exploration programs in progress in Mohave County.,

ENERGY-RELATED PROJECTS

GEOTHERMAL - ERDA/DGE Project.- Evaluation of Arizona's Non-Electrical Geo-
thermal Energy Potential. As previously reported, the Department of Energy (DOE),
Division of Geothermal Energy (DGE), has charged the Bureau of Geology and Mineral
Technology, Geological Survey Branch, with the development of a cost-effective
exploration program for low- to moderate-temperature geothermal resources. Hot-
water systems (from 194° to 302°F) potentially have great usefulness for non-
electrical purposes such as space heating, agribusiness, and industrial processes.

One phase of the project involves the compilation of published and unpublished
temperature data available from wells (principally water) drilled in Arizoma. Our
Commission is one of the principal contributors of this information. The compila-
tion, including the computation of the thermal gradients, has been completed but
not checked for final typing. An analysis of the data assembled has been completed.
Numerous geothermal anomalies have been identified in all of the Basin and Range
counties, excepting Mohave, where we have very little well information., A first

draft of a report has been written. Drafting of the accompanying maps and illus-
trations will be completed soon.

Federal -~ _Supreme Court OK's U.S. Mineral Rights. On October 31, 1977, the
U.S. Supreme Court cleared the way for the Federal Government to assert ownership
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- ownership., The 1916 law opened 35-million acres in the West to catktle raising.

ragencies. If the results of such investigations confirmed the anomaly, DGE would

- sirable for the prospect to be tested to be situated on State lands. John Bannister 3
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of peothermal reserves under some private lands at The Geysers (steam field with
electricity generation plants north of San Francisco) and elsewhere in the West.

At issue was an interpretation of the 1916 Homestead Act which made it possible
for affected lands in The Geysers area to pass from the federal domain to private

Individuals could gain title to 640 acres for this purpose. However, in drafting

the statute, Congress reserved for the Faderal Government the title to coal and
"other minerals'" under these lands.,

In 1965 the deputy solicitor for the Department of the Interior stated that
geothermal steam was not a mineral and the government thus could not claim title 3
to it. 1In 1972 the department sued the private owners of The Geysers for recovery s
of damages - namely the royalties. After extensive litigation the U.S. Ninth ;
Circuit Court of Appeals held that the Congress back im 1916 intended to give up 3
only surface rights to encourage agriculture,. 3

This decision will further the Federal Government's countrcl of lands in
Arizona,

ki

Department of Energy Funds Possibly Available for Geothermal Exploration and
Site Testing in Arizona. Mike Castro, Remote Sensing Specialist, Arizona Resources
Information System, Department of Revenue, has informed us that the Division of
Geothermal Energy (DGE), Department of Energy, may be interested in funding remote
sensing investigations of a prospective geothermal anomaly developed by State

-
)

fund the drilling of a test hole. From the State's standpoint, it would be de-

will discuss this phase of the project.

Geological/Geophysical Mapping Project - Arizoma. This proposed program was
discussed in last month's activity report. As a result of a meeting December 20,
1977, with U,S. Geological Survey personnel representing the Branch of Western
Mineral Resources, Office of Geochemistry and Geophysics, and Office of Environmental
Geology of the Geology Division, it appears that the cost of producing the envisioned
high-quality geologic map is prohibitively high for a State undertaking. An attempt
will be made to obtain State fuading for a portiom of the proposed mapping program.

GENERAL

U.S. Department of Energy Adequately Staffed and Funded! The new U.S. Depart-

~ment of Energy has 20,000 employees and a yearly budget of $10.6 billion. C. W.
McCoy of the L0u151ana National Bank has

placed this expenditure in perspective.
The nation's seven largest oil companies required a work force of l.7-million
employees last year to turn a collective profit of $10-billiom, but only 20,000
government employees are needed to spend that amount,

The 15 people helding the major policy- maklng positions, including the Secretary,
have accrued governmental service of some 187% years. Exactly two have made their

principal livings over the years working for profit-making organizations, one in
aerospace and one im law.

Leasing/Divestiture Bill Approvpd The House Interior Subcommittee on Energy
and Environment has approved a bill barring the eight largest U.S. integrated oil
companies from obtaining future federal energy leases. If approved, legislation
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would not allow Exxon, Shell, Gulf, Mobil, Socol, and Amoco to obtain leases unless
they divest horizontally and vertically. Further, no other company seeking leases
could enter into joint ventures with any of the eight companies.

Most of the nation's undiscovered energy resources, such as oil, gas, coal,
uranium; and thermal occur in the Western States, with vast areas of federal lands
in the western states and on the Quter Continental Shelf (0CS). The General
Accounting Office says production and import projections of the President's National
Energy Plan need revising and that the program developing in Congress is not likely
to achieve Carter's goals. Historically, the major companies have discovered most

of ‘the giant and major oil fields throughout the world. Banning the major companies

from exploratién on federal lands, singly or jointly with smaller companies or
independents, will severely curtail development of domestic crude oil and other
energy resources. Lt could very seriocusly affect exploration in Arizoma.

'No Mexican Natural Gas for Arizona? The big packsage deal to import Mexican

- gas is-in. trouble., Some of the gas was to be purchased by El Paso Natural Gas Co.
for distribution in Texas, Arizona, and other western states. The Department of

Energy is insisting that the contract price be reduced to $2.16 from 52,60, The

‘Mexican government is standing firm on the higher price. DOE's proposed national

energy plan specifies a maximum price of $1.75/mcf.

" VISITORS -

Kevin Kelly, NationalIRegulatory Research Institute

Edgar McCullough, Acting State Geologist, Burean of Geology & Mineral Technology
"Ken Schmidt; State Health Department
Mike Castro, -ARIS

Ken Bruno, S.S. Department of Energy
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OIL AND GAS CONSERVATION COMMISSION
1645 West Jefferson Street
Suite 420
Phoenix, Arizona 85007

Minutes of Meeting
December 16, 1977

Present: - Absent:

Mr. Ralph W. Bilby, Chairman
Mr. Hal Butler, Vice Chairman
Mr. Robert A. Gallaher, Member
Mr. Norman D. Levitt, Member

Dr. J. Dale Nations, Member

The regular Commission meeting of December 16, 1977 was called
to order by Chairman Ralph Bilby at 10:00 a.m. in Room 421,
1645 West Jefferson Street, Phoenix, Arizona.

Approval of the minutes of the meeting of October 21, 1977 was
tabled as the transcribed copy of the minutes was not at hand.

Reports of Executive Secretary, Enforcement Section and Geology
Section were accepted. '

Executive Secretary advised that Kerr-McGee Corporation did not
follow through with its tentative request for a hearing to al-
low infill drilling in the Dineh-bi-Keyah field. This was
probably due to inclement winter weather and it is anticipated
that a hearing will be requested at a later date.

Status of the budget requested by the Commission for 1078-1979
was discussed. '

Executive Secretary reviewed several proposed legislative bills
involving the 0il and Gas Comnservation Commission which are

being prepared for introduction at the next session of the Leg-
islature.

Executive Secretary advised that representatives of Arizona
State University, Northern Arizoma University and the University
of Arizona and the Executive Secretary and the Director of the
Geology Section of the 0il and Gas Conservation Commission held
a planning session to formulate plans for a formal request to
the State Legislature for funds for the compilation and acqui-
sition of geologic and other resource information te assess the
natural resources of the State. Arizona Resources Information
Systems of the Department of Revenue, the Department of Mineral
Resources, Department of Transportation, Land Department and
Water Commission have been invited to join in the request for
this project. If the request is granted, a contract will be

Ay
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made with the Board of Regents for the services of the Board
of Geology and Mineral Technology for the work, with the funds
to be controlled by the 0il and Gas Conservation Commission.

Another project has been proposed by Arizona Resources Infor-
mation System for a geothermal development to be made on state
land, the lease to be granted by the State Land Department and
drilling to be under. the direction of the 0il and Gas Conser-
vation Commission. Should the drilling be successful, the

well would revert to the State Land Department and subsequently
be put up for bid. This would serve as a test of the state
laws governing geothermal development.

The next meeting of the Commission will be February 17, 1978.

Meeting adjourned at 11:30 a.m.
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AGENCY 0il § Gas Conservation Commission

, DAVISION C IDENTIFICATION{ )DE NO
’ ] 2 ’ 3 4
CLAIMS PAID OBJECT DISTRIBUTION OF EXPENDITURES CLAIMS PAID
YEAR TO DATE CODE NO. MOMNTR OF
CLASSIFICATION Dec 1977
570}00 71140 1 Per Diem: Commission Members 1 270\ co
g4 25/ g8 71150 2 Salaries: Staff 2 £ 170lon
" 3o 20| T1510 3 Workmens Comp. 3 FTANY
5 o2ignl 71520 4 Unemployment Insurance 4 el
) zaol7al 71530 5 F.I.C.A. 5 169129
4 32772 71542 6 Retirement 5 54 2\£0
/. & 2sT. 71550 7 _Health Insurance 7 2 59 |5
" Jasleol 71570 8 Personnel Comm. Pro Rata Charges 8 75
s9st52] 72169 9 Professional Services: (‘nrtog,,ﬁgmbolq b4
/. a2e2l72s7 72199 10 Professional Services: Cartographer 0|  g79lan
“otpp ool 72511 11_Travel-State: Mileage - Private Vehicles il (2270
9z 7a] 72512 12 Mileage - State Vehicles 12 EYdlyCalt
" gsalyyl 72520 13 Subsistence 13 e/ leo |
¢ lpol 72531 14 Air Fare 14
53 |01 72541 15 Registration Fees 15
21mo| 72543 16 Parking 16 3o
s /lgs| 72560 17 _Travel-Out of State: Subsistence 17 177 ¢
24 /el 12571 18 Air Fare 18 /03|62
~2legl 72574 19 Taxis 19 23 las
s 5 loo| 72581 20 Registration Fees 20 Soloo
g0] 72589 21 Other-Telephone, etc. 21
72711 22 Cccupancy: Office Rent 22|
72713 23 Warehouse Rent 23
- o513 72821 24 Mtn. § Repairs: Furniture 24
72823 25 Adders & Calculators 25
/4 &leo| 12826 26 Copy Machine, Other 26
72827 27 Mimeo, Reader-Printer, etc. 27
73111 28 Office Supplies: Printed Stationery § Envelopes 28
73113 29 Carbon § Ribbons 29
~7 32| 73117 30 Reproduction Supplies 30
22/ l4al 73119 31 pisc. 31 77l2¢
73259 32 Field Supplies: _ lLogs, etc. 32
73514 33 Printing - Larpe Maps, etc. 33
~3lg/] 73524 34 Legal Advertising 34
73531 35 Subscriptions: Newspaper 35
29lbo| 73533 36 Technical Journals 36
25| 73541 37 Postage Stamps 37 / 70| 0
[+ 7126 73551 38 Telephone Service: Central System 38 s6log
4£3130| 73552 39 Fquipment Rental 39 efise
__Ja25los 73553 40 Long Distarce 40 <=8
234143 73554 41 ATS Service Charge 41 /04197
) 549150 13720 42 Orpanization Dues 42 i
" g¢lgel 73730 43 Technical or Reference Books 43
¢ ooloo| 73741 44 Insurance 44
s solop| 79220 45 Revolving Fund 43
soalagl 74312 46 Capital Outlay: Map Cabinet 46
2871941 74313 47 Light Table 47
48 48
2 76100 71552 49 DEL Ins, 49 73 160
| 72549 50 Travel-State: Misc, 30
+/3lon| 72824 51 Mtn, § Repairs: Typewriter o1
/757|351 73519 52 Printing, Misc. 52
20471444 73119.1 |53 Fed. Grant - :i 725 |50
54
55 35
G 7 §YHA34 TOTAL . l, 433108
OFFICE © (DO NOT WRITE DELOW THIS LiInt) -
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RECEIRTS
MONTH OF
Dec 19

77

RECEIPTS
CLASSIFICATION

APPROPRIATED
RECEIPTS

UNAPPROPRIATED
RECEIPTS

TOTAL
ALL RECEIFTS
YEAR TO DATE

25120

Permits to Drill

2 GO oy

O [0 [N O s ) (K =

17

25

[

TOTAL CURRENT MONTH RECEIPTS

250

XX XXX

TRANSFERS IN

XHXHX XA X

BALANCES BROUGHT FORWARD

3, 824183

x

=251

faa)

TOTALS — MONTH AND YEAR TO DATE
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3

-6

7

8

9

10

1

_ CLAIMS PAID
i MONTH OF
Dec 19

?7

EXPENDITURES
FUND TITLES

TOTAL AMOUNT
AVAILABLE
YEAR TO DATE

CLAIMS PAID
YEAR TO DATE

OUTSTANDING
ENCUMBRANCES

UNENCUMBERED
BALANCE

2350

&0

1 Personal Services

¥

& P9g£32

/257
s

22

2 Fmp. Related Exp.

5‘)/{#5—0

5735/

& 923]37

o7 FRE1 63

s o5

o0

3 Professional Services

Z, 722827

CrAEY.

3/217>

394

&5 |

4 Travel - State

3 /35] 7

290|86

23120

34

&5

5 Travel - Out of State

L4729

s3x10/

&37

26

& Other Operating Bxp.

2,/7843 7

7 Capital Outlay-Fgquipment

SRRRBRR

790123

< /0|37
978
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9

0
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11
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14

15

16

17

18

19
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21

22
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24

25
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28

29

30 -
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- office, $4.7. million, ($4.9.million), Eco-

--\b'anment “347:47 mitlior,’ {$434 mlllmn),
o _x Education: I}

A oencws tnm
fund requests

-by $25 nullwn

By whittling $25 million frum thelr
budget requests, most state agencies
have done “a good job* of. eomplying
- with . the” governor's call for economy,
the stale budget manager said . Wednes-
day.

SThere are a few that were nat able
ln " said Budget Manager Donald-Olson. ™
'l he governor has asked us to ﬁnd oul -

we can.” Cterate e |

Olson_ said compliance 'by ap"" i
agency heads has been e\cellent S S

jad

S vOf course, agencies with, mdepend— U

. ently electéd heads could not “helgiven. ™3
_diréct orders to cut their requestsf “and

“mosl did. mot; though- they were: m:v:ted
“to joln m the economy effort‘, ,0[50:1

sald S CSmisle =

“He’ sa:d compllance in agenquasi I{ead Q

".ed by appmnted hoard or comxmssmn LXJ
. .members Serving staggered terms: tang-
_ 'ed Ernm excellent to none. .

: S 4The. umversmes for' exampl,
nol comply,” he said. “Some” agengxes

: felt their ongmal requests already " wére
‘as low as they ¢ould be -without -curtail-
Jng ‘essential services. The budget-office
-wills Iook 1nto the validlty of i,hese feel-
ings,””

/ 2 r?'/!ﬂ@

"We asked -agencies lo cut onIy lhose
expendltures whlch are ‘within-thefr- éori- Q
trol. “Soine “staté . spending . is - “beyond
theis contral- because it is required by

state or federal statutes, g -Olson said.

© A prel.lmmary tahulation by Olsons
office  shows -{hat. agency requests for
“the ‘fiscal year- starting in July, ‘whiich
totaled “'$1,094,288,800, have been- mm—
med {o $1 06& 793 900 :

- ilyear's es unaied expenses The rev;sed"'

- Tequiests are up $1-la 9 mﬂhon from the_’-f-.—__ ;

rurrem year.

Wllh Aheir - ongmal 19:3 79 general.

- fund rEquests follgwed- hy their revised -
:“requests-in- parentheses, the tabulation
for some representah\re ‘agéncies shows

Admmlstratmn Department, $13.1 mil-
= Tion, - ($11.2‘million),. attorney - general’s

r-Tiemic: Securlly Department $112.7. mily;
:liom, ($ll2 witlion), Healtn Services Degd

epa.riment ' 64429 million,
(§442. illmn) “Corporation. - Commis: |-
smnt $5.7 7 m;llon (§5.7- milllon),
Correchons Department . $45 -, Tillion,
(8407, miifion); Public’ Safely Deparl-
me" ; $24 3 m'llmn ($13 7 mllhon)'
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