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MEMORANDUM
.J0: ALL OPERATORS
FROM: WILLIAM J. LEMAY, DIRECTOR Lpffi//

SUBJECT: RULE 104 C (I 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 (3), (b} and (c)
the rule states:

"Unless otherwise previded in specfal peool
rules, each development well for a defined gas pool
shall be located on 3 tract..."

My interpretation of this sentence is that each well is to be
located on [ts 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 unnecesssry 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 unregulatad.
Allowables 3re not issued In unprorated pocls 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 addrassed by
special pool rules after notice and hearing.

Applications for addlitiona! wells on existing proration units

will be approved only on the understanding that upon comzietiun

of the well the operator shall elect which well will be
procduced and which wil| be abandoned. Appiication to produce
both wells will be approved cnly after notice and hearing and
upen compelling evidence that the applicant's correlative
rights will be impaired unless both wells are produced.
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MEMORANDUHM

TO: ALL CPERATORS VJ{L/

FROM: WILLIAM J. LEMAY, DIRECTOR

SUBJECT: RULE 104 C II OF TEE GENERAL RULES AND

REGULATIONS
DATE: AUGUST 3, 1530

Cn July 27, 1388, we sent a memorazndum to all cperators to explain the
Divigion's procedures for ensuring complisacce with the above ru's in handling
spplications for additiopal wells on exiating proration unita. Ths procedures
are primarily applicahbls {3 unprorated ges poais.

The firal paragraph of tha July 27 memo resds as follows:

"Applicaticrns for additional wells on existing proration units will be
apEroved only on the understanding that upen ccoplation of the
well the operator skhall alect wiich well will be produced and whick
will be abandoned. Application to produce both wells will be
approved anly after notice and hemrizg and upon coxpelling
evidarce that thg applicant's correistive rights will be impaired
unless both wells ars produced.”

Additicnal exylaration of tha intant of the above parzgrsph is set cut below:

Arplication to produce both wells continuously and concureently will be
appreved ocnly aftar notice and hearing and upcn compailing evidencs that

tha applicant’'s correlative rights will be {mpeired unises both walls ara -
Produced.

Requests to producs the wells altarmataly (cza weall shgt-in whila the
other produces) mey be submittad for adminigtrative harndling., The
request should gat cut the langth of ths producing and shut-{n cycles for
sac: well (a ons month minimum i{s suggestad), the proposed methad for
ensuring compliance with the proposed producing apnd shut-ir zcheduios,
and tha remsons for ths request. Notice should be provided to cifset
operators (n tha ugual rmrnar, allowing a 20-dxy waiting period. Thks
aprlicaticn ahould be sent o Santa Pe with a copy to ths appropriata
District oftca.
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