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MEMORANDUM 

. TO: 

SUBJECT: 

FROM-

DATE:: JULY 27, 1988 

There has been some confusion about i n t e r p r e t a t i o n of the 
subject r u l e . In each paragraph of sections ( a } , (b) and (c) 
the r u l e s t a tes: 

"Unless otherwise provided in special pool 
r u l e s , each development well for a defined c;as poo I 
s h a l l be located on a t r a c t . . . " 

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

This i n t e r p r e t a t i o n is necessary to prevent waste from the 
d r i l l i n g of unnecessary wells and to p r o t e c t c o r r e l a t i v e r i g h t s 
of a l l p a r t i e s in the pool. Since the prorated pools have 
special pool rules the subject rules have g r e a t e r Impact on 
unprorated gas. Unprorated does not mean unregulated. 
Allowables are not issued in unprorated poofs and the only 
method av a i l a b l e to protect c o r r e l a t i v e r i g h t s is the c o n t r o l 
of well density and loc a t i o n s . Added well density required 
because of special geological s i t u a t i o n s can be addressed by 
special pool rules a f t e r notice and hearing. 

A p p l i c a t i o n s for a d d i t i o n a l wells on e x i s t i n g p r o r a t i o n u n i t s 
wi I i be approved on 1y on the understanding that upon completion 
or the well the operator shall e l e c t which welt w i l l be 
produced and which w i l l be abandoned. A p p l i c a t i o n to produce 
both w e l l s w i l l be approved only a f t e r n o t i c e and hearing and 
upon compelling evidence that the applicant's c o r r e l a t i v e 
r i g h t s w i l l be impa ire d unless both w e l l s a re produced. 
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GIL CONSERVATION QIVlSiGN 

MEMORANDUM 

TO: ALL OPERATORS 

FROM: WILLIAM J . LZMAY, DIRECTOR 

SUBJECT: RULE 104 C II OP THS GENERAL RULES ANTJ 
REGULATIONS 

DATE: AUGUST 3, 19S0 

On July 27, 138ft, we sent a oemoruduia to all operators to explain tha 
DlTiaion'a procedure* for ensuring cnnrplianoe with tha aboTB rule In Vf-w^Ung 
applications for aridltinnnl wells on s ta t in ; proration units. Ths procedures 
are primarily applicable in unprorated gas pools. 

The final paragraph of tha July 27 anno reads as follows: 

"Applications for additional wells on existing proration units will be 
approved only on ths understanding that upon ccarplation. of tha 
well tha operator shall elect which well will ba produced and which 
will be abandoned. Application to produce both wells will be 
appro7vd only after notice and ^wn-ffg and upon ccaapelling 
•Tidenca that ths applicant's correlative rights will be impaired 
unless bath wells are produced. 

Additional explanation cf tha intent of tha above paragraph is set, out below: 

Application to produca both wella continuously and aoncnrrently wiU be 
approved, only altar notice and ^°*ring upon |'' ,' ,wi™n1 ,ng abidance that 
tha applicant's correlstlVB rights will be isrpadred unless both wall* are 
produced. 

Requests to pr^uce ths wells alternately (ana well shut-In whila Xhfi 
other prodscBs) may be submittad for adnanistrative handling. The 
requ«at should sat out tha length of tha producing and ahut-in cycles for 
each well (a one month wriiMwmiw is suggested), ths proposed nsrthod for 
ensuring compliance with tha proposed producing and ahut-in zchsdulaa, 
and tha r-eaaorLs for tha request. Notice ahould ba pro Tided to offset 
operatorB in tha usual manner, allowing a 2&-day waiting period. Tha 
application ahculd ba sent to Santa Fe with a copy to the appropriata 
District office. 
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