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MEXICO FOR THE PURPOSE OF CON--

BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF THE STATE OF NEW

SIDERING:

CASE NO, 758
Ordexr No. R-837

THE APPLICATION OF J. W, PEERY
FOR PERMISSION TO PRODUCEKE OIL
INTO A COMMON TANK BATTERY
FROM TWO WELLS ON HIS HARDY
(FEDERAL) LEASE, 8/2 8X/4 BECTION
19, TOWNSHIP 2] SOUTH, RANGE 37
EAST, NMPM, IN EXCEPTION TO
ARULE 303.

' ORDER OF THE COMMISSION

BY THE COMMBSION:

This cause came on for hearing at 9 o'clock 2. m, on September 16,

954, at 3aata Fe, New Mexico, before the Oil Conservation Commiuion.
i reinafier refeired to 25 the "Commisaton".

NOW, on thh / 7[ day of October, 1954, the Commission, a quorum
img present, haviag considered the records and tastimony addnccd. and
ing fully advised in the premises; ;

FINDS:

(1) That due netice of the time and place of hearing and the purpose

{*hornl having been given as requived by law, the Cosamission has juisdiction
of this case and the subject matter thctcci.

{2) That applicant, J. W. Peery, is the owner of an oil and gas lesse in
L.ea County, New Mexico, comsisting of the following described acreage:

4 Township 21 Seuth, Range 37 East
S/2 gf/& of Section 1

hmevm as the Hardy (Federal) lease,

?‘ (3) That in Novembar, 1937 the Hardy No. 1 well was drilled in the
§E/4 of S£/4, of Section 19, Township 21 South, Range 37 East, the well being
tompleted at a total depth of 3778 in the Grayburg Formation of the Penrose~
ﬁkeuy Pool. Subsequently the well was temporarily abandoned in 1947 because
pf low productivity., Recently production tests on this well indicate that it

{# capable of producing approximately 3 BOPD,

{4) That in July 1953 the Hardy No. 2 well was drilled in the SE/4
§E/4 of section 19, the well being completed in the Drinkard Pool. Production
from this well has decreased to approximately 14 BOPD.




| preduced frem the Penrose-Ekslly Oil Peel.

No, 1 Hardy (Pearose-Shally Posl) and {ts No. 2, Nardy (Drinkard Pesl) inte

(3) That there is no division of royalty interest on the above de-
scribad lease and the United States Geological Survey has offered no ebjec-
tion to the proposed commingling of eil produced frem weélls No. | and No. 2.

(6) That installatien of additicnsl tankage and lense squipment to
previde separats tankage for the Nol 1 well is net economically foasible, and
that approevil of this application would be in the lnterests of conservation,
would prevent waste, and would yesult in a greater ultimate mcnry of ol

IT I8 THEREFORE ORDERED:

() That the spplication of J. W, Peery for permiision to produce I

2 commen tank batiery leeated in the §/2 SE/4 of Sectien 19, Towaskip 21
South, Rn.c 37 East, MMPM, be and the sams nuby is mnvod

(2) Thet peviedic tests shall be made in order to ascertain the prod| -
uetisn frem sssh well and separate pMuﬁn m«u (Form cdu) .un be
submitied en ea¢h well.

DONE ttlm ¥e, New Mexico, M day snd yut hereinnbove
dc-tp‘ud : o

STATE OF NEW HSXBO
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OIL. CONSERVATION COMMISSION |

P. O. BOX 871
SANTA FE, NEW MEXICO
j

Octover 25, 1954

ars d. W, Peery :
P. 0. Bax 655 | -

NIRRT s

Oetomu,msa,nmponofpurponmanutromm o
Cuo'lismmon&Mrlb 1954 . . s

CDESSA, TEXAS :

Dear 8ir: %

We enclose Order R~537 1ssued by the Commission mdor date of
i
?r/ Yery truly yonrl,
IE »
4
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RESIDENCE YELZPHONE 2-2672 . D/ﬁ jzf:/&:jjmnnz 2-2011

Joupuny:;xl:isnv MAN OFFior 0ce

ODESSA, TEXAS

i AU MY
August 17, 1954 o8 44
m‘ u' M. Macay
011 Conservetion Commission
P.0. Box 871 ) _
Santa Fe, New Mexico Reguest Hear

Dear Mr. Macey:

' Application 18 horﬁwith suhnittod for a hearing covering the
J. W, Peery Hardy lease, USGS, File 032591 (c) Las Cruces, located in S/2 of
SE/4, Sect. 19, T21S, R3ITE, RMPM, Léa County, New Mexico. An exception is
requested to Rule 303 which prohibits the cammingling of oil, so that operator

may cammingle oil produced fram the Penrose-Skelly pool by his Fo. 1 well with
oil produced from the Drinkard pool from his Ko, 2 well,

) The No.-1 Hardy was completed in Noveirber 1937, at a total depth
of 3778 feet, producing from the Grayburg. The well was acidized with 2000 galloms
-and reacidized with 3000 gallons. It was then deepened to 3821 and the interval
3725-3821 shot with 300 quarts. The well flowed 57 BOFD, but steadily decreased
to below the limits of econamic operation and in 1947 was temporarily abandoned.

We recently tested the well for 3 BOPD and an estmated 40 Mcf ges per dsy.

We acquired this leéase in July 1953, and shortly thereafter drilled
our No. 2 well to the Drinksrd. Prodiuction fram this well decrcased to about 1, BOPD
and- 80 Mcf gas per day. We then drilled this well into water and plugged it off.

We don't anticipate being able to increase production in any manner,

There is no horizontal division of the lease and both wells are
located on the same 40 acre tract, so that inaccuracies of measurement would not
result in unfair royalty or override payments, -

We -cannot justify installing a sepsrate tank battery, separator
and fiow line for the shallow well; however; if we can comingle oil frum these
and recover additional quantities of 0il and gas that otherwise would never be
recovered,

In event this permission is granted, we will make periodic tests
to ascertain production from each well and divide said production for proration

purposas,

Very truly yours,

2

J. W. Peer'g:(7

OFH/h

ce- Mr H.A, Dupont, District Engineer
U,S,.Department of the Interior
P.0.Box 1838, Hobbs, New Mexico
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N REPLY REFER TO:

UNiTED STATES
DEPARTMENT OF THE iNTERIOR

GEOLOGICAL SURVEY :
P.‘Oo BOX 1838
Hobbs s New Memco

Septémbei‘ 7, 1954

Mr, J.« We Peery

P. 0. Box 655 S o
Odessa, Texas 7 *  Reé: lease Las Cruces 032591(c)

Dear Mr, Peery:

Reference is made to your: ai:phcatlon of August. 17 y 195h,
the 0il Conservation Commission-of the State of New Menco, copy of
which was furnished this office, requestﬁa permission to comingle
oil produced from the Penrose-Skelly Pool by your well No, 1 Hardy
with oil produced from the Drlnkard Pool by your well No. 2 Hardy.
Both wells-are on the subject Federal leasehold in the SEJSE}
section 19, T. 21 S., R. 37 E.,: N M, ..'4., Lea County, New Mexico.

It is noted that your appllcatlon has’ béen designated as Case 758

on the 0il Conservation Comm.ss:.oh docket. scheduled to be heard at
the September 16, 195k regular hearing.

The proposed comingling of 011 descrz.bed above was discussed

- with your representatives a few months ago. This letter will confirm

our oral statement to the effect sthat we offer no ‘objection to such
comingling: of oil, provided, however, tha’c approval of such operations
for proration purposes is obt.amed from the 0il Conservation Commission
of the State of New Mexico. «

In view of the marginal sta‘bus of the two wells, your proposed
procedure may economically afford opportunlty at the present time for

additional recovery of oil and gas from tho Penrose-Skelly Pool and
in the future for poss:.ble additional recovery from the Drinkard Pool,

Very truly yocrs;

Ho A, DuPént
District Engineer

Copy to: Mr. J. W. Peery

7

“




BEFORE THE

®il Congervation Commission

SANTA FE, NeEw MEXICO

September 16, 195k

IN THE MATTER OF:
Regular Hearing

cAse No. 758

TRANSCRIPT OF PROCEEDINGS

ADA DEARNLEY AND ASSOCIATES
COURT REPORTERS

RqoMs 105, 106, 107 EL CORTEZ BUILDING

TELEPHONE 7-9546

ALBUQUERQUE, NEW MEXICO
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BEFORE THE
OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
September 16, 1954

- am es e A eE e am e W ws e @y a8 e A ww S e w e e

- IN THE MATTER OF:

Application of J. W. Peery for permission
to produce oil into a common tank battery
from two wells on his Hardy (Federal)
Lease, S/2 SE/L Section 19, Township 21 .
South, Range 37 East, in exception to Rule
303. The wells concerned gre the Hardy No.
1, producing oil from theé Grayburg forma-
tion of the Penrose-Skelly Pool, and the
Hardy No. 2, producing oil from the Drinkard
zone of the Drinkard 0il Pool.

Case No. 758

e Nl Nt st N gt St S sl s Vet et S i 28 Nat?

BEFORE:
'Honorable Edwin L. Mechem

Mr. E. S. {Johnny) Walker
Mr. William B. Macey

TRANSCRIPT OF HEARING

MR. MACEY: The next case on the docket is Case 758.

S N L

Is %heré anyoﬁe here representing J. W. Peery?.
MR. HEDRICK: Yes, sir.
MR. MACEY: Step forward, please.'
MR. MACEY: Do you have any witness ér will you put

the testimony on yourself?

0. F. HEDRICK, JR.,

having been first duly sworn, testified as follows:

ADA DEARNLEY & ASSOCIATES

COURT REFPORTERS
ROOM 105-106, EL. CORTEZ BLDG.
PHONES 7-964% AND 5.-9546
ALBUQUERQUE. NEW MEXICO
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the Commission?

MR. MACEY S Will you state your name btO

A 0. F. Hedrick, Jre

. H MR. MACEY: Do you have & statement you wish to make and
o~ | gestimony ghat you wish to offer?
s . . A Yes, Sire |

-~
<3

¥R. MACEY: Proceed.

A 1 would 1ike bo give 2 history of this lease SO the'

Commission will be more,familiar with our situation. The Number

o oA 3

TR

1 Hardy:well was completed in November, 1937 at a total depth of

S sagecin . bt

3,778 feéb,~producing from the Grayburges The well was acidized

-GN

with‘z;UOO gallons and re-acidized with 3,000 gallons. It was
- the ;
then geepened tO 3,821, and/interval, 3,725 to 3,821, shot with

e Y

300 quarts. The well flowed 57 parrels of oil per day, but

b X
T

steadily jecreased tO the 1imits of economic operation and in
1947 was temporarily.abandoned.
We recently tested the well for three parrels of oil per day and

an4?éstimated 1,0,000 cubic feetb of gas per day. Ve acquired this

. ":'ﬁ"‘*""*"ﬁ‘.w’}ﬂb\i“’.‘-“ﬂ:m-j g T

lease in July, 1953 and shortly thereafter drillea our Number 2

well to thevDrinkard. pProduction from this well-has decfeased

\ 'Aix;:««ﬁ«-:z!f.wﬂ',»iza."7 '

to avbout 1k parrels of soll per day and 8G,000 cubic feet of gas

@r daye We jater drilled'this well into the water and'plugged it

vt

of f and now we don't anticipate peing able to increase production

in any manner. There is 1O norizontal division of the lease.

Both wells are 1ocated on the same L, 0-acre tract 8O that any in-
geouracies of measurementwill not result in unfair royalty,payment

or unfair over-riding payment. We cannob justify jnstalling 2

ADA DEARNLEY & ASSOCIATES

COURY REFPORTERS

ROOM 105-106. EL CORTEZ BLOG.
PHONES 7.9645 AND 6.9546
ALBUQUERQUE. NEW MEXICO
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a separate tank battery, separator and flow lire for the shallow
weli; however, if we can comingle oil from these two wells we will
. recover additional quantities of oil and gas that otherwise wguld
never be recovered.

In the event this permission is granted'we will make periodic
tests to ascertain production in each well and divide said produc-

tion for proration purposes.

I have, also, a letter from Mr. H. A. DuPont, District

~| Engineer with the United States Department of tne Interior, which
— I would like to reéd to you.

"Dear Mr. Peery, Reference.is made to your application of
‘Auguét}iY,‘IQSL, to the .0il Conservation Commission of the State of
NéW’México; copy of which was furnished this office, fequesting
permission to cpmingle oil produced from the Penfose-Skelly Pool

;he Drinkard Pqol.

2
NUFIRY
¥

ay by your well No. 1 Hardy with the oil produced from

by your well No. 2 Hardy. Both wells are on the su ject Federal

b
leasehold in the -SEiSE: Section 19, T. 21 S., R. 37

]

., MMPL,

Lea County, New México. It is also noted thatkyOUr application
has been{designated as Case 753 oﬁ the‘Oil;éonservation Cosmission
docket schednled to be-heard at the September 16, 1954 regular -
hearing. “ |

The proposed comingling of o0il described above was dis-~

cussed with your representatives a few months ago. This letter

Y

will confirm our oral statement to thne effect that we offer no

lad

objection to such comingling of oil, provided, however, thav

)

approval of such operations for proration purposes is cbtainec
from the 0il Conservation Conmmission of the State o YNew Maviro.

el In view of the marginal status of the two wells, your pro-

ADA DEARNLEY & ASSOCIATES
STENOYYPE REPORYERS
ALBUQUERQUE, NEW MEXICO

; TELEPHONE 3-6691
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posed procedure may economically afford opportunity at the present
time for ad&itional vecovery of oil and gas from the Penrose~
Skelly Pool and in the future for possible recovery from the
Drinkard Pool. Signed H. A. DuPont, District Engineer."
MR.?F.CEY: Do you have anything further?

A No,;sir, I dontt.

MR. MACEY: Any questions?

MR.?KELLAHIN: Jason Kellahin, representing Continental
0il Company; What provision do you intend to make for meeting
the oil froﬁ the two horizons?

A We éan periddically test each weli, say, once every three
mnths or six months, or any interval which the Commission would
so recommen%, and in that manner keep the production accurate, I
feel, to wiihin three percent or at the most five percent.

MR.iKELLAHIN: Is that the only provision you plan to
make? "

A Yes, sir.-

MR. KELLAHIN: Do you have any objection to using an orifi
meter or oﬁher system? 7

A Itfis doubtful either well will flow continually. At
-presenp our Drinkard is on an intermitter and I don't believe it
noukihavp.gﬁod results with orifice meters on intermitent flow.

| MRE,KELLAHIN: I would like to state the position of the
Continentai. We realize this is in the nature of a hardship case
and we certainly have no objection to co-mingling. We would like
some assuréhce on the order that neither well would exceed the top

allowavle in any case, and there should be some provision in the

ADA DEARNLEY & ASSOCIATES

COURY REPORTERS
ROOM 105-106. EL CORTEZ BLDG.
PHRONES 7-9645 AND 5.9546
ALBUQUERQUE. NEW MEXICO
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three barrels per day, and I belicve the top unit allowable there
A}

‘lengthy pay-out if vou ever get a. pay-out.

if we set a separator and flow lines the pay=-out would be increased

order to assure the Commisgion to constantly know, such as a period
test. That is our objection we have to the application.

A 1 pointed out what the production of each well was. The
Drinkard Well is 1L barrels per day. and the top allowables for’

bhe-fjeld is 70 to 80 barrels and the Penrose-Skelly Well will make

is around 28 barrels.
MR, MACEY: You dorn't think there is much chance of making
the top éllowable thenf
A I sure wish there were.
kMR. MACEY: HMr. Hedrick, do you have any idea how much the
instalia%idn of additional‘taﬁkage, assuming youfneed, say, two,
twoififty tanks aqd separator, do vou have any idea what the cost
figure of that wouldbbe, approximately? |
A We wouldn't set the two two fifty, we could set two tweﬁty,
hundred barrel tanks are and the cost there would be $2,800.00 to
$3,000.00 additional. o | |
MR. MACEY: That is for 'the tankage, what about the separat

and flow lines from the separator to the tank? A considerable

A Just running tubing into the well, we estimate it would pay
2 3 pay

out in two to two and a half years. If we are forced to set, or

to six to eizht years, depending on the rate of decline of the
well, ©Now, I would like also to add that in the event we have to
put this well to pumpinz we never would get a pay~-out in either

case.

ic

or

ADA DEARNLEY & ASSOCIATES
STENOTYPE REPORTERS
ALBUQUERQUE, NEW MEXICO
TELEPHONE 3-6691%




MR. MACEY: Any further questions of the witness? If

not the witness may be excused.

. : {(Witness excused.)

™ a . MR, MACEY: The case will be taken under advisement.

MR. WALKER: Don Walker, Gulf 0il. In the opinion of

? Gulf Oil Company, Rule 303 is practical and should be kept in
| force. We realize in some cases a strict enforcement of this
ruling can result»in undue hardship, and only in such cases do we
feel an exception to the rule should be granted.

MR. MANFIELD:& Warren Manfield, Texas Company. The Texas

Company 8s an offset operator, opposes this application in. princi-

pal, for, if granted, it will establish a precedent. Undoubtedly,

: if this application is granted it will be followed by manymmore

Y similar requests for excepticn under Rule 303, some of which

PRENNG

would likely result in gross error and maintenance of production
ecords. Ffrom single sources of supply thus giving erroneous data

o for study of reservoir performance, Texés>Company urges this

e Levaecanes e 1 Sa S b8 AR A RRAA T
'

application be denied.
MR. MACEY: Any further statemenrnts? If not we will take
the ease under advisenment.

STATE OF NEW MEXICO
SS.

—r 0P

COUNTY OF BERNALILLO

I, MARTANNA MEIER, Court Rgporter, do hereby certify that the
foregoing and attached transcript of proceedings before the New
Mexico 0il Conservation Commission at Santa Fe, New Mexico, is a
N true and correct record to the best of my knowledge, skill and
2 ; ability.

: : 7 IN WITNESS WHERZOF I have affixed my hand and notarial seal
. this 23rd day of September, 1954,

My Commission Expiress: 27;k?“’£44”“¢*”/ ;ZZ;QLézyi’

April 8, 1954 ADA DEARNLEY & ASSOCIATES Court Reporter

COURT REPORTERS
ROOM 105-106. EL CORTEZ BLDG.
PHONES 7-9645 AND 5.9545
ALBUQUERQUE. NEW MEXICO
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Legal Notice OCC Hearing

Date:; Sept 16 _1954

CASE | ]75/ X ‘

Publications

In the matter of the application of J. W. Peery for per-

\_s ~ ‘
; W Ap ant the led cause seeks an order
R‘g\ FM%{%%% é‘?ﬂe sdon the J. W. Peery Hardy
BT
\

rom Je W (Lease- (Pederal
located in 8/2 8E/A" Section 19, Tomship 21 South, Range 37 East, NMPM,

Lea County, New fexi

sa G ico, in exception to Rule 303 of the Commission's Fules
and Regulations;

these being applicant's Hardy No. 1 We

! ; , 11, producing
_oil from the Grayburg formation of the Penross-Skelly Oil P

0ol, and his

Hardy No. 2 Well, producing oil from the Prinkard zone of the Drihkard 01l

. Pool, both on the same 4O-acre tracty




