STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

OIL CONSERVATION DIVISION u_n....////
==DRUG FREE=
W
BRUCE KING POST OFFICE BOX 2088
GOVERNGR October 15, 1992 STATE LAND OFFICE BUILDING
ANITA LOCKWOOD SANTA fgg@%;"_ggg B7s0e

CABINET SECRETARY

BTA Qil Producers
104 South Pecos
Midland, TX 79701

Attention: Dorothy Houghton

Administrative Order NSL-3177

Dear Ms. Houghton:

Reference is made to your application dated September 20, 1992 for a non-standard gas well
location for your State "2", 8016 JV-P Well No. 2 located 1980 feet from the South iine and
990 feet from the West line (Unit L) of Section 2, Township 23 South, Range 34 East,
Undesignated Antelope Ridge-Morrow Gas Pool, NMPM, Lea County, New Mexico. The
S/2 of said Section 2 shall be dedicated to the well forming a standard 320-acre gas spacing
and proration unit for said pool.

By the authority granted me under the provisions of General Rule 104.F(2) the above-
described unorthodox gas well location is hereby approved.

Sincerely,

William J. LeMay
Director

WIL/MES/amg

cc: Oil Conservation Division - Hobbs
New Mexico State Land Office - Santa Fe
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MEMORANDUM

TO: ALL OPERATORS \/ﬂ"/
FROM: WILLIAM J. LEMAY, DIRECTOR

SUBJECT: RULE 104 C II OF THE GENERAL RULES AND
REGULATIONS

DATE: AUGUST 3, 1990

On July 27, 1988, we sent a memorandum to all operators to explain the
Division's procedures for ensuring compliance with the above rule in handling
applications for additional wells on existing proration units. The procedures
are primarily applicable in unprorated gas pools.

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

"Applications for additional wells on existing proration units will be
approved only on the understanding that upon completion 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 only after notice and hearing and upon compelling
evidence that the applicant's correlative rights will be impaired
unless both wells are produced."

Additional explanation of the intent of the above paragraph is set out beiow:

Application to produce both wells continuously and concurrently will be
approved only after notice and hearing and upon compelling evidence that
the applicant's correlative rights will be impaired uniess both wells are
produced.

Requests to produce the wells alternately (one well shut-in while the
other produces) may be submitted for administrative handling. The
request should set out the length of the producing and shut-in cycles for
each well (a one month minimum is suggested), the proposed method for
ensuring compliance with the proposed producing and shut-in schedules,
and the reasons for the request. Notice should be provided to offset
operators in the usual manner, allowing a 20-day waiting period. The
application should be sent to Santa Fe with a copy to the appropriate
District office.
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MEMORANDUM

. TO: ALL OPERATORS
FROM: WILLIAM J. LEMAY, DIRECTOR

SUBJECT: RULE 104 C Il OF THE GENERAL RULES AND REGULATIONS

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 gas pool
shall be located on a tract..."
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 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 pool rules the subject rules have greater impact on
unprorated gas. Unprorated does not mean unregulated.
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
because of special geological situations can be addressed by
special pool rules after notice and hearing.

Applications for additional wells on existing proration units
will be approved only on the understanding that upon completion
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 only after notice and hearing and
upon compelling evidence that the applicant's correlative

rights will be impaired unless both wells are produced.

dr/



