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STATE OF NEW MEXICQO

ENERGY, MINERALS ANO NATURAL RESOURCES DEPARTMENT
OlL CONSERVATION OIVISION

GARREY CARRUTHERS POST OFF1CE 90X 3089

ERNOR
= S
150S) 227-5800
MEMORANDUM
. TO: ALL OPERATORS
FROM : WILLIAM J. LEMAY, DIRECTOR L}fii//

SUBJECT: RULE 104 C || OF THE CENERAL RULES AND RECULATIONS

DATE: JULY 27, 1988

There has been some confusion about Interpretation of the
subject rule. In each paragraph of sections (a), (b) and (c)
the rule states:

"Unless otherwise provided in special pool
rules, each development well for a defined ¢as pool
shall be located on a tract...”

My interpretation of this sentence is that each well is to be
located on 1ts own individual specified unit and an additional
well is not authorized simply by meeting the set back

requirements of the rule.

This interpretation is necessary to prevent waste from the
drilling of unnecessary wells and to protect correlative rights

of all parties in the pool. Since the prorated pools have
special poo! rules the subject rules have greater Impact on
unprorated gas. Unprorated does not mean unregulatad.
Allowables are not issued In unprorated pools and the only -
method available to protect correlative rights is the control

of well density and locations. Added well density required
becsuse of special geological situations can be addressed by
special pool rules after notice and hearing.

Applications for additlional! wells on existing proration units

will be approved only on the understanding that upon comgzietion
or the wel] the operator shall elect which well will be
produced and which wil| be 3abandoned. Application to produce
both weils will be approved only after notice and hearing and
upon compelling evidence that the gagpplicant's corraelative
rights will be impaired unless both wells are produced.
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MEMORANDUM

TO: ALl OPERATORS VJW

FROM: WILLIAM J. LEMAY, DIRECTOR

SUBJECT: RULE 104 C [I OF TEE GENERAL RULES AND

REGULATIONS
DATE: AUGUST 3, 1330

On July 27, 1388, we sent a memorandum to all operators to explain thae
Divigion's procedures for ensuring complisance with tha above rals in handling
spplications for sdditional wells on exiating proration umita. The procedures
are primarily applicable {n unpromated gas pocis.

The final paragraph of the July 27 Demo reads as follows:

"Applicaticns for sdditional wells on existing promation units will be
approved only on the understazding that upon ccopletion of the
well the operator shall elect which well will be produced and which
will be abandoned. Application to produce both wells will be
approved caly after notics and hearing and upon

eviderca that ths applimant's correlstive rights will be irrpaired
unless bath wells are produced.”

Additiczal explaration of ths intant of tha above parwgraph Is set qut below:

Applcation to producs both wells continuously and concurrently will be
approved only aftar notice azd hearing and upcn compeiling evidence that
the applicant‘s correlative rights will be {mpaired unisss both wells are
Produced.

Requests to producse the wells altsrnataly (cna well shut-in while the
cther produces) may be submitted for sdministrative handling. The
request should gat cut tha length of tha producing and shut-in cycles for
each well (a ons month minimum is suggested), ths proposed method for
eZzuring compliance with the proposed producing and shut-ir zchedules,
and the reasons for ths mequmst. Ncotice should be providad to offset
operawors (n the ugual manner, allowing a 20-dxy waiting pariod. Ths
B};flicnt‘.cn thould be sant 0 Santa Pe with a copy o tha appropriatas
rict offcs.
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