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BEFORE THE OJL CONSERVATION CQUMMISSION
OF THE STATE OF NEW MEXIOD

IN THE MATTER OF TuE HEARING
CALLRD BY THE OIL CONSERVATIUN

CASE Ne. 1815
Order No. R-1101-A

AND lﬁl PERMISSION !B'INSTALL
ABTOMATIC CUSTODY TRANSFER ERUIP-
MENT TO NANDLE THE PRODUCT Fkﬁk
SAID LEASES IN LEA COUNTY,

NEXICO

GRDER OF THE COMMISSION
Y THE COMMISSION:

This ssuss cane on for hearing at 9 e'cleck a.m. on
Nevember 8¢, 1989, at Santa Fe, New Mexice, before Elvis A, Utx,
Exaniner dnly inted by the Oil Conservation Cemmission of
New Mexiecs, hc safter referred to as the "Commissien,” in ac-
cerdance with Iul- 1214 of the Cemmission Rules and Regulstieas,

NOW, on this /¢ day ef December, 1959, the Commission,
a quorum boing preseant, having comsidered the aspplicatioean, ths
evidences sdduced, and the vecommendations of the Examianer, Elvis
A, Utzs, and beilq fully advised in the premises,

FIOS:

(1) That due public netice having been given as required
by law, the Coamis:ion has jurisdiction of this cause and the sub-
ject mattsr therest,

(2) That by Order R-1101 the applicant was authorized to
commingle the production from the Pearl-Queen Fool in Lea County,
New Mexico, from the following-described leases after separately
metering the produciion frowm each leass and to transfer custody of
said production by means of automatic custody transfer equipment:

dcIntosh "&' lease, E/2 5W/4 of Section 21
mcIntosh "D lease, E/2 of section 21

bicintosh "B lease, E/2 N¥/4 and Nw/4 SW/4
of Section 22

melntoshk "A" lease, 5W/4 5W/4 of Section 22
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Case o, 18ie
Grder No. R-1101-A

McIntesh “C" leans, NE/4 end NEL/4 SE/4 of
Seotien 20

Mclatesh leass, W/8 WN/4 and NI/¢ SW/4 of
Seation A7

Kimborlin leese, E/2 3W/4 and W/3 SE/4 of
Section 22 ' o

State "PB" lease, £/2 NW/4 of Seetion 27
" State “PA™ lease, £/2 SW/4 of Sestien 27

Heoper leass, W/2 NE/4 of Section 827

Allen Estate "A" lease, E/2 NE/4 of Sectien 37

Allen Eatate lease, E/8 SE/4 and W/4 S5E/4
of Sectien 27 and 4 NE/4 of Sectien 34

Record "A" leass, SW/& SE/4 of Sactien 27
State "PD" lease, N¥/4 of Joctien 34
State "PC" lease, W/2 NE/4 of Sectiea M

Stats "PE" lease, SE/4 NE/4 ol Sectien Si and
SW/4 NW/4 aud MW/4 SW/4 of 3ection 35

State "PFr" lease, N/2 SE/4 of Sectiom 34

State "PG”’ lease, 3/2 SE/4 of Section 34 and
3/2 5%/4 ef Sectien 38

Record lease, 5/2 SW/4 oi Seciicn 2%, all of
section 26, N/2 N/2 and s%/4 NE/4 and 3E/4 NW/4
and NE/4 S%W/4 and N&¥/4 SE/4 and 5/2 5E/4 of
section 35

State 'P1" lease, 5E/4 NE/4 and NE/4 SE/4 of
Section 35

; Hecord "B" lease, all of Sectisn 265
i State “P3” lsase, N/2 and 5%/4 of Section 36
all in Township 19 South, Range 35 East,

| State VPR lease, all of Sectien 2, Township
20 3outh, Hange 35 East,
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Case Ne. l8lo
Order No, R-11lUl-A

€(3) That by Administrative Order CTB-38, issued April 28,
1969, the espplicent was suthorized to ceommingle the preduction ¢
the Pesari-Queen Poel frem the said State "PA," State "PB,” Stats
"PC," Siate "PD," State "PE," State "PF.," ead Stste "FG” leases
without seperately meteriag the produciion frem cach of said leasep.

(4) That the applicant new prepeses te commingle the Pearl
Queen, San Andres, and Atoks preduction from tke said State "PI”
lease and the said Record lease after soparately meturing the pro-
duction frem cach zone of ecach of said leases,

e

(6) That the applicant further prepeses to salarge the
previcusly authorized amtomatic custedy tramsfer sqguipment te handhc
the Pearl-Quesn preductien from all wells presently drilled eor
hersafter comploted on the lesses deseribed im Finding No. 2 and
alse to handle San Andres and Atoka proeduction frem the said State
"PI" leuss and the said Record leass,

(6) That the previons use of autematic custedy traasier
equipusat, similar te that propossd by the epplicaat, has demeoun-
strated that such egquipment is a reliable and ecomemic neans of
transferring the castedy of oil, and that the uss of such cqnip-nnk
should be permitted.

IT IS THEREPORE ORDERED:

(1) That ths applicant be and the sams is hereby sutherizs
to comminglie the Pearl-Queen, San Andres, and Atoka preduction ir
all wells presently drilled eor hercafter completed on the fellewinj-
described leasos after separately wmetering the preduction frem ea
soue of each lease and te commimgle said production with Pearl-
Queon preductien fram all leases described in this erder:

State "PI" lease, SE/4 NE/4 and NE/4 SE/4
of Section 35

Recerd lease, /2 54/4 of Section 23, all of
Section 26, N/2 N/2 and s5W/4 NE/4 and 3E/4 Nd/4
| and NE/4 SW/4 and N&/4 5E/4 and 3/2 SE/4 of

f Section 35

poth in Township 19 South, Range 35 East, NMPM, Lea County, New
dMexico,

l (2) That the applicant be aund the sawe is hereiy author-
 ized teo commingle tlie production from the Pearl-{ueen Pool from al
i wells presently drilled or hereafter cowplcted on the followimg-

i described leases after separately metering the production frow eac
lease and to commingle said production with the production from al
leases described in this order:

=y

=y
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1816
R-1101-A

Melatosh "E leass, ¥4
£/2 of Sectied 21

E/2 Ni/a and NW/4 S%/A

$w/a of Section 2l

Mclatesh D' leass,

Melatesh "B lease,
of Seetion 28

lesss, SW/4 SW/4 of Sectienr a2
NE/4 eund NR/& SE/a of

McIntosh A"

Melntosh "C' lease,
Soqtion a8

veIntosh leass, W/2 NT/4 and NW/4 sW/4 of

Ssctisn 27
Kimerlin lease, £/2 S%/4 and w/2 SE/4 of
Section 22

Haetian 271

- avxcs /2 2

Hooper lease, /& /e O
Allen Estate “A" leass, £/2 NE/4 of Sectien &7
Allen Estate leass, E/2 SE/4 and wW/4 SE/4 ef
Section 27 sad NE/4 NE/4 of Sectien M4

Recopd "A' lease, S%/a SE/4 of Sestion 27

all of Sectien a5
/2 and SW/4 of Section 36

Record "B’ lease,

State "'PJI" lease,

all in Township 19 Seuth, Range 35 East.

3tate "PH" lease, all of Section 2, Township 20
Savpth, Range 35 East. . |
(3> That the applicant e gnd the sawe 1s hereby author-
oduction frem all wells

jzed to commingle the Pearleyucen Peol p?
prosently completed or hereafter drilled
State leases without separately uetering
lease auu to comusingle said production with
leases described iu this ordor:

B/2 W /é of section 2V

on the followinq—descrihed
the production irow cach
the production from al

and oW/4 WW/4 and Ni/4 5/4 of

state 'PBY lease,
5tate ‘Pa’ lease, E/2 5W/a of Uection 2
state "PD' lease, ME /4 of vection o4, |
State VPO lease, /2 NE/4 of section 34 i
siate “PE' leass, 55/4 WNE/4 of section O%

section 35 \
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Case No., 1816
Order No. R-11G1-4A

State "PF" lease, N/2 SE/4 of sectien 84

State "PG" lease, 3/8 SE/4 of Sectien 34
snd S/2 SW/4 of Section 35

ggg!;ggg_g%g%!g§. That the tetal productiea frem the abeve-
described seven State leases shall not be cemmingled with the pro-
duction from any other leeses until it hes been separately metered

' (4) That the applicant be and the same iz hereiLy author-
: § ized to enlarge the previously autherized autematic custody trans-
fer squipment to handle the Pesgrli-(usen production from the leases
descriked in this order and alse to handle San Andres and Atoks
productien from the above-descriihed State "PI" lease and the locor?
lease, and, if necessary, to transport the oil off of said leases
prior to measurewment,

PROVIDED HOWEVER, That the applicant shall install sdeguate
facilities to permit the testing of all wells on the subject leases
at least once each month to determine the individua! proeductiea
from each well,

PROVIDED FURTHER, That the albove-described system shall be
50 equipped a3 to prevent the undue waste of eil in the event eof
malfunction or flew~line break.

PROVIDED FURTHER, That all metsrs used in the above-

: descriled system shall be operat. d and maintained in such a manner
& as to smnswre an accurate measurec.ent of the liquid hydrecarbon pro1
2 duction at all times,

4+

PROVIDED FURTHER, That all meters :hall be checked for
accuracy at lsast once each menth until further direction by the
Secretary-Direcier, wmeiers shsll be calibrsicu ayaiusi & wasiod
meter or against a test tamk of measured volume and the results of
such calibration filed with the Commission on the Commission form
entitled "Meter Tast Report.’

(3) That Order No, R-11u1 and Administrative Grder Nos.
CIB-2u and CTB-38 ~e and the sauwe are herely superseded,

DONE at Santa Fe, New lexico, on the day snd year herein-
esignated,

STATE OF NES MEXLCU

?Ol% CONSERVATION CUnMISsJON

JOHN BUKRY

UGtis, Ch

A I I I

LORILAY Y, 8OHGAN, liember
/ L/‘v“ xj(f ;'(f, o

A, L. PORTER, Jr., liember ¢ 3ecretary
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DEARNLEY-MEIER REPORTING SERVICE,

ALBUQUERQUE, NEW MEXICO

PHONE CH 3-669)
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IN THZ MATTZ1 OrF:
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BerFORe THE
CIL CONSZRVATION COLLISSICH
Santa Fe, New Mexico
November 24, 165¢
EXAMINER HEALING

- - - - - - - - e e e e mr ew me W e e

Application of Shell 0Oil Company for per-
missiun to commingle thz production from
several separate pocls from several separ-
ate leases. Applicant, in the above-
styled cause, seeks parnission to
cemmingle the production from an undesig-
nated Atoka pool and ar undesignated San
Andres pool from two separate leases in
Sections 23, 25, and 3%, Township 19
South, Range 35 East, Lea County, New
Mexico, and to transport said productinn
from said leases prior to measurement and
to commingla such production with the com-
mingled Pearl-GQueen production authorized
by Order No. R-1101. Applicant further
seeks authorization to expand the automa-
tic custody transfer system authorized by
said Crder No. R-1101.

- e e w = - e e e mm am e em ws o wm e o = =

Zlvis A, Utz, Examiner

TANSCRIPT CF HZARING

3 UTZ: The next case will be 18106,

v
p
.

£)

permission to commingle the nroduction from several

sne wilniss, Mo, rlkins.

Y. CoTH: Oliver Soth for Shell Cil Company.

et et e e e N e S Ve N Mo N et N W st St Vgt N St

Case 1816

PAYRE: Application of Shell Oil Company for

separate ©00

I have
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PHONE CH B-889)

, Inc.

MEIER REPORTING SERVICE

DEARNLEY-

ALBUQUERQUE, NEW MEXICO

b
G

called as 8 witness, naving he

as follows:

Company.

\Commission genara

K. L. ELKINS

en first duly sworn <t oath, testifi

DIRECT EXAMINATION

Q Just state your name and position with Shell 0il

A My name je Re L& Elkins.

Engineer in Roswell, Naw Mexico.

How long have you heen in that position?

2

A Approximately thres ye2ars.
Q Are YOu familiar with the application in this case?
A

Yes, 1 ame
e the Commission?

G Have You restifiad previously befor
A Yes, 1 have.
', SETH: May he tastify as an axpert witness, MI.
utz?
o, UTZ: Yes, SiTe
¥ (py Mir. Sotn) Would yoY ctate, picese, 'O the
Yication Se@Xe £0 accomplish?

11y what the anpil
~aquesting O

d 3an Andres and the

5 vI and yhe Zocord, with e commingled 09 t3

Itm the Divisional achanic 1




PAGE 3

. ~A + 3 ' - . P .
production nas been separately metered with pesitive displacement

maters f{rom zach zoneg fronm each lease, and to» use the facilities

located in the Pearl-Queen Field as authorized in (rder e R-11C1

We are also requesting authority to +ransport from

roduction from the above two leases

the San Andres and Atoka, p

produce more than eight wells from the

PHONE CH 3-669%

prior to measurement, and

+he common storage.

ey A T T 4T

San Andres and Atoka into

& Would you just describe priefly this Order a-1101

which was the FPearl-wueen order? dhat digd that covert

A Crder 1101 authorized Shell to install automatic

testing and production facilities and automatic custody transfer

swenty-thres leases in :
A ;

andle the production from

aquipment to h
the Pearl-Queen Pool, provided that production from each lease ,
i
i

It also

~acorded prior +n being comminaled.

~asn wells on the twenty- v

well shall be a+ least once 3 monthe

provided that cach
\ ) < Trat oxrder Lertained to the Fearl-wiezu production,
~ N

DEARNLEY-

ALBUQUERQUE, NEW MEXICO




DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHONE CH 3-549

ALBUQUERQUE, NEW MEXICO

producticn {rom the Atoka and San Andres?

A

Yes, sir,

Q Have you prepared a plat showing the area which is
the csubject of the application?

A Yes, 1 have.

(Applicant's Exhibit No. 1
marked for identification.)

Q Jould you please state to the Commission what that
plat shows?

A This plat shows the Shell leases in the Pearl Field.
The leases that are outlined in red show the two leases in question
on which we wish to commingles the Atoka and éan Andres productio;
with the Queen production from the octher leases. In the.center
on the State PB is shown the central facility that is now installed

and operating.

Q Is that indicated by a letter “Cr"%
A Indicated by letter "Cr",that's correct. R-1 in the

vpper left-hand corner shows the first remota facility which
serves the Gueen production in that area, and R-2 below the central

facility showse the remote facility number tw~ which sarves ine

State loases in the southern end and transporis the production to
the coentral facility. #-3 in tho lower lefti-hand corner shows the

provnsad lacatinn for this p ooosed romota facility nunber threo,

which will e used Lo
San Andres and transport it to the central facility fno troaating

and sale to tne wipe line cuinpany, .
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SERVICE, Inc.
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IER REPORTING

DEARNLEY-ME

ALBUQUERQUE, NEW MEXICO

PHONE CH 3-489)

PAGE 7,

Q This exhibit which has been marked for identification
Exhihit 1 showe the two leases which ars the subject of this
application, is that right?

A Yes, it does. It shows the Record and the State PI
outlined in red.
Q And it shows the particular area with which we are

concerned, is that correct?

A Yes, sir.
3 Referring again to Exhibit 1, what is the number Two
that appears near your R-3 facility?
A Number Two is our Record No. 2 Well which we are now
attempting tc complete in the Atoka zone.
G Now have you prepared a diagram of the mechénical
facilities proposed?
A Yes, sir, we have.
(Aoplicant's Exhibite Nos, 2 R 3
marked for identification.)
W] NMow referring teo what has been marked as Exhibit No.

2 is the San Andros?
A Exhibit dNo. 2 shows sur proposed installation o

handle the San Andras production foom the ecord and State Fl

~ . : b ardae oA P -
loascs., The oroduction comes in through our header fron thasca two
2350 > productic g i $
3 ; . 1 PR I O Ty Fa o
loaagasac and tho oraduction i nocmaliy Hdhdluh, cay [or thg Lan
loasac, and thoe or % :

~

i ho lecnrd lene i i
Andres production {rom the lecord l2aee, tnhat 1o

+he uooey gortion of the diagram fiorey Jirc




DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, NEW MEXICO

PAGE
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PHONE CH 3-5691

through the water knockout %o knnck out free water, and then go
through an 2il and gas separator to separate the 7as, and then
go through a strainer and P. D. meter sampler flow controller a
dump valve which is this equipment, and its use is identical to
what we have used in the Pearl-Cuzen automatic facilities.

The State PI San Andres production would flow thro

25
e

nd

ugh

the bottom portion of the graph here, through the water knockout

separator and identical equipment that's contained above.

Both of that production after metering then would

be

piaced in the 500 barrel surge tank, and from there would be pumped

to our central battery for iTrealing and Lranspori Lo the pipe lins
companies. In the center of the diagram, back on the left-hand
side, we have a three phase metering test separator to tést the
wells from either one of these tweo leases at any time they want to.
I+t contains a sampler to sample production, 2 samnle of the cil to
determine the water that is emulsified in the cil that wouldn't be
knocked out in tﬁe three phase metering separator.

Q Cn Exhibit No, 2, it shows the facilitiecs for the San
Andres. Do yon have Exhibit Mo, 37

A “xhikbit HNo. 3 shows the facilitios for the Record and
PI leiscs which weould handle the Atoka oroduction; ac you can soz,
it's identical.

Q2 And you have separate facilities for sach zone?

A
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PAGE 7

handling of the 2il from gach of the two leases?

A That is correct.

Q #ith testing and sampling facilities that can be used
j; for either lease, is that correct?
1% A That's correct.
: { L
? Q How frequently do you contemplate testing the welle?
A With the facilities that we have orcposed here, we

can test the wells at least once a month.

Q Is that adequate, in your opinion?
A Yes, sir, I think it is adequate.
Q You stated, I believe, that the mechanical devices

here are the same as ars in us2 in the Pearl=Queen. Wha* has been

your experience in the Pearl-Qusen with this type of equipment?

A Our experisnce to date with our facilities to handle
the Pearl-Queen production indicate that it's been very satisfactory

from an operating standpoint. e have had very little difficulities

e

with it and our accuracies have bean extremely good, too, in

metering production and allncating production,
o
2 - 3 ~1 Az 2wy T Atire o vale axecoriancss in Hha
X L Joovau hawve any Tigures on vou Xperience in th
w -
b 3
3 n , , sy s g ) o~ . . o
¥ Poarl-Luoren as far as how thoeo fTacilitlies 2ifect contervatlinn?
w
g A oy~ v Yy in }qf\mi‘;‘xﬁl the ¢ racuction from sovaral
& A {<,;;, EFECIER R0 BN o 3 V1A L8 e Oraguc L3107 O Ga T
g
2 N . . . E 1

. : [ N 3 - ~ 3 3 -y o IR e ~

3 leases in the Pearl-Queen Field in convantionzl tanx watteries

e H ey Tl s et ey de L PR ]
vofore we ont nur central facility 1n, ang aitl2 2 put the central :
¢
. e ey I
facility in we compared crude oll gravities in hana.ling inenm in 1
L€ A - . - - e L - e e . . & :
Py i
: b M r . L I T I . 3. L ! ) 3 1l ) o
tn ennventional and cenioal facility. All our datn, 1t Tonkod likp § #
T d b s N - L . 1
¥
- K
]

Eaaitied o AR S o T SaEn




DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHONE CH 3-669)

ALBUQUERQUE, NEW MEXICO

PAGE ¢

we had effected a one degree increase in crude oil gravity with
our central facility; assuming that we have effected this one
degree increase in crude oil gravity, that effects actuvally a two-
fold increase for Shell and the royalty owners.

First of all, we get a higher price for the crude
oil; dus to increase in gravity, and it's estimated that this highe
price in crude oil effects about a $300.00 par month sdded revenue

from that loan, and also since we do not lose this one degree gravi
that we would have in the conventi&nal tankage, we 2ffect about

a 450 barrel per month savings in crude oil that would normally be
lost ott the ronventional lines.

Q Then the use of these facilities has demonstrated that

they do result in a substantial savings?

A From the data we hava, it does indicate that.
Q You contemplate 2 comparable saving if they are per-

mitted to be installed in accordance with the application?

A Yes, sir.
G Do you have any oxperiesnce with the accuracles of
meters that are used in this Pearl-Queen facilitias?

A Yes, on2 experience that we ¢o have, w2 ar: maiering

T3
]
<-'J
[

¥9]
|
"
W
=

. b r b v
14 leasoq, and eacn of the ieases,
the crude »il from cach of the leaces is measured separately before

3 - [P - i P R Lo -
i1's comminglad, and we also sasple tne crude and determine tne

. . - . . i N L

natar cuil and adiust {ov clean o1l going Lo thio coniral valilroy, an
r ic ~il1 from b hattoey Lo b

than we measure all of this =il from the central kpatlercy Lo Tz

-5 e
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pipe line through another F. U. mater.During the past seven months
we correlated the volume of o0il run to the pipe line, and that was

163,510 barrels of oil, and wie compared that with what our lease

meters showed that we had run from each of the leases, and those

two figures differed by only 112 barrels, which gives us a vercent

PHONE CH 3-6691

difference of ,069 percent, or sixty-nine thousandths of one per-
cent difference.
.l Do you consider that to be an indication of a high

degree of accuracy?

A Yes, 1 do, a very high aegrese of cccuracys
] What about the capacity of the Pearl-Queen facilities,

viill this ihtroduction of this Atoka-San Andres oil into the

facilities result in overloading?

A No, sir, it will not.
G Is there anything unusual about the mechanical facll-

ities here that you would like to comment on? You might tell in

that connaction just where in the zutomatic custody facilities

this cil is introduced.
A The oil from the San Andraec and Atoxka production

torad first before it left the leases, and they would bg

b

wounld ho me

L.

(

DEARNLEY-MEIER REPORTING SERVICE, Inc.

transgorted to the central facility, and it would be introduced

into the flow line immediately before going into the wash tank

ALBUQUERQUE, NEW MEXiICO

whors Lthe oil would he treatod, and then {rom there on into ithe

(J ow do ysu have, do you contemplate inc
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PAGE 1(;

high-low gressure meters or anything on the flow line?

A He will have a high-low pressure shutin switch on
this transfer line from the remote facility to the central battery,
so that if we got the line plugged or-the line broke, either con-
dition would shut our pump in, we wouldn't pump oil through it.

Q These are pumping, you contemplate that the wells
will be pumping wells, is that right? |

A I'm afraid I can't answer that right now, since we
haven't completed any wells,

Q Is there anything further you would like to mention?

A No, sir, I believe that's all.

MR. ScZTH: That's all that we have, Mr. Utz.

hR.lUTZ: Do you want to enter the exhibits.now?

MR. SETH: Yes, we would like to offer our cSxhibits
1 through 3.

MR. UTZ: Without objection Exhibkits 1 through 2 will

be accepted in the record. Any questions of the witness?”
LY.

YR. PAYNE: Yes, sir.

CR0S5 EXAMINATICIN

BY H. FAYLC:

& Dn you anticipat: any corvonsinn nv parailin problaoms
from the San Andres or the Atoka?

A It isn'd characteristic of olther =ne of those zones
to nave nuch parafiin or to

(&)

, 5. e 3 ey 3 ]~y ] 3 -
any wells completed, I can't ansuwer the quosiion specifically in




DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHONE CH 3-669)

ALBUQUERQUE, NEW MEXICO

PAGE 1,
this field,
w Do you propose to plastic line your positiva displace-
ment meter, or do you think that will be necessary?
A raraffin doesn't affect P. D. meters; as far as the

corrosion, we will use corrcsion resistanca trim such as we did
in the Pearl-Queen field.
« You say you do have a high pressure and low pressure
cutoff switch on the line that goes to the central facilities?

A Yes, sir.

Z Now your application asks to produce more than eight
wells from the Atoka and San Andres into common facilities. I

presume you want more than sixtesn, since the rule now allows up

to sixtean?

MA. SETH: Yes.
A That is correct, vyes.
“R. PAYNZ: Thank you.

A I might add in that respect, it's very unlikely that

we'tll t 35 many as sixteen wells developed, but since wa do have

[\

ge

T

morz2 than asing into the central facility right now, wa

thounant

Elkins, 1 don't quite uvadarstand what the situatic

“ T
~d to your State PI and the royalty

the same under btoth of thinss leases?

0
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ALBUQUIRQUE, NEW MEXICO

PHONE CH 3.669!

PAGE 12
A No, sir, it is not.
2 You will mefer the oil from the PI lease.if it is
developed,before it's commingled?
A That's correct, the 5il from both zones, from both

leases will be metered individually.
M3. SETH: The Record lease is a fee lease, is it not?
!R. SETH: The other is a State lease?
A That's right,
MR. UTZ: Any other questions?
M. PAYN:Z: Ong more question, Mr. Utz.

BY M3. PAYNE:

Q “r. Elkins, you intend to transport the production

from the leases prior *o measuring, is that correct?

A Ya2s, sir.
Q Where does this measurement take placa before it

goes into the central facility?
A It will take place a2t the remote facility, the remote

A

Facility's groposed location is on hiocerd ls2ase, Th2 praduction

Trom the Pacord leass would be measured from the izase before
it goes into th2 central facility.

9 It's the State PI hat would be transported before it
wanld kLo meterods

A Yoo, tho State PI would be cpansgortad befors it would

i R PP
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Mo UTZ: Any furthor grectionsy
Wie JUADAN:  William C. Jordan, general counsel for
the New Mexico State Land Uffice.

BY MR. JOADAN:

~

Q As 1 understand it, Mr. Elkins, this Crder 1101 which
has already been approved sometimz prior --

A Yes.

2 -- that covoers the State land located in the Southeast
Northeast Southeast Section 35, 1¢ -- 3% Southeast?

A I'm not familiar with that. I would have to look at
the order. I'm not certain about that.

Q I don't know vhat exhibit this is.

te SETH:  =Zxhibit 1.
A Yes.
& (By #r. Jordan) It shows that the Southeast of the

Northeast of the Southeast of Saction 35 --

A Is that the one wa're calling our PI?

Q Yes.

A Yoe air,

& -~ is State land. As I understood your earliier testi-

many that Order 1101 permitted pooling, not pooling, commingling

a

3

of all »f the peooduction fram the State land with the land in

SN
307

AV]

25 anc

A Tho Zuzen oroduction.

v Tha Luo2an production
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A Yes, sir.
< das that application filed under Hule 333 or 349 of

the (il Conservation Commission rulesy

A It was filed under both rules, I believe.

& And you had permission from the State Land Office on
that?

A Yes, we did, to commingle Statas leases,

¥R+ PAYNE: That would just be Rule 309, Mr. Jordan.

. (By Mr. Jordan) Are there any wells on the -- I guess
you call that State F whats

A PI.

& That would be th2 Southeast Northeast Southeast of

Section 357

A No.

- You would contemplate comningling the oil in the avent
you do drill wells on this?'

A After metering, ves.

2 After matering?

A Yes.

e Ic *hovre any variangs in *he amavity

the cravity of the oil ia thoso farmatinnsy

A Yos, thovea'le o Jif

Fty

. ¢ . D oee o
gravity averages arouad 20 degrans; and tha San Al
agravity avarage Ak C

~ 1 . 8 ) 3
fav teste that we have oubt thore, it Jonks like i
! frerva Adrillstom tost in the Atoks
G2aTang . anag Traty d drli s L5 [ ERIR 818 L,

B

}
3
{
¥

DS
. vy
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gravity might be 41 degrees.

s 1 *
> Would that vary in tha future, ov ie it contemplated

that it would vary from time to time?

A

have any Atoka or San Andres wells producing, I coculdn't say.

Q I would like to explain our position here, if 1 may,

land what we are concerned with, what our problem is in the State

¥

Land Cffica. e have

1,

some 1C saparate trusts and the produc tion

from any one of these particular lands, the production which goes

It

t-e

to the particular trust must be kepi absolutely saparate. s

a trust, we are dealing with that type of a proposition. I assume
that this application is made under 309. You are going toc request
the State's permission; in fact, 1 think you have asked, but we

have not given it as y2t.

A No, I don't think --
MR, ScTH:  To commingle the State production.
M. PAYNE: This application, v, Jordan, 1is seeking
an excapticn to poth 309 and 303.
v . JOR’DAN: I was under the impression 1t was under

arior case, commingle the

RN f\‘?‘: T‘ .
pAYIizr  1n2

Tiis ie to cormingle the ¥Poa

Pearl-Luaan prodil

the Atokaz and San And~es productlion,

to both aulae

ey JORDAN: 8 raalize

R

WS-t e R g 4 S A A e e s E g TR

I don't know whether I can answer that, since we don’y

s
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of the Cil Conservation Commission is on» thina, and commingling
the State production is annther.

Ma. PAYNZ: Yes.

M. JORDAN: ihile we are not primarily voicing any
objection to the Cil Conservation Commission granting this per-
mission, we are seeking informatiosn to give our consent to the
commingling »f the State production with private preoduction, as
in this case. I do want teApoint out we have that problem. e
came down more for information. Even though you have the Conservao
tion Commission's permission to commingle 1%, you would still need
+the Commissinner's permission. ‘e have this problem. We want to
work it out if we can. I understand it's an 2conomic probiem
vith the oil company in doing this. It woulcd mean more to us.

Wa do have certain limitations, even though it might cost us. We
were trying +o get information whether we could keep the oil if

it wer2 produced from th

4]

State land, if we could make certeln

that the State wnuld recsive its sharz and not commingle trust

A}
~ T , 3 1. %, £3 1 - ~ WO St AnG matar ang
A T'1) go back to figures betweon nur lease meters and
-
J 3 ; ikt (e - ArteanAtne AT A s ren + >
metors tn oige Yino, which vas 7o woousanatns of one o carcs . If
. y y . 2 P 1) 4 we ~ e ey
N 4 anAd Y aaly cauos ) > Lo wAan Mo To
yvou check fans trappings and tanx gauge line, that was g

' +
ACCUTAaTe,
IS - - vy et ure ™
Thot ' £ ouT ) (8 R ER IS TS ORI LRIV bale i L LY
TAat was 2 of osur protlans, tnot Ih :
P . [ e anvt T o Y RS
PG S o~ s oy N g SRS ECIN] il Lhirivs . [ 1 TR L PR
accurato. S0 a DRI SPHATACE P IR ¢ any 10 g

i =0 otr yity nf thoe oil 17 vou comninglad
have the cusstisn o0 fho gravity oo Ine 2ii. £y inglac

LA S i e
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high gravity
may be produ

land and the

time here to

w2 ara2

say,
approval at

far as your

]

we had high

“
gt

of making certain,

gravities of

'

A

from low land and high aravity from State land, you

cing from two formations, ths San Andres in the State

Atnka nn the private land: and then you put the two

ar2 commingling property,we have that problem; and
if we should take the 0il Conservation Commission

explain this in kicking this arcund or not, but as I

not veicing any objection to their approval or dis-
this time, but we still think we have the problem, as
and the State.

company is concernad,

Mr. Jordan) So under thnse circumstances, if

P S -
t1av

ailty vway

G}

you explained earlier that you mix these varying
01l and you get a higher price for it?
Yes.

think it's orimarily an accounting problem,

I
-
@]

~

- 3 ’ fa - ~
gravity of the ka.

sampling system

3 1 3 A a3 A~
s thz strain from the l2ase and from that varticular
35 1t i rascurized vassal,in axactly the same -
G5 LT 1N o a pA.',»i\),n_‘ l1zeda CodhT by pll T AdC ,’ il Jid

H ! ~ N ot ey e s 12 R -
11 sample and determine the samo to fhe plpe tinoe a3t
samplo : ¢
- LY e y
P omanth, It wonld be oan acconnting sroblem at the oo

.

, we could take the sample, for iastance, of the
P - - B [ R N PP S a2 3

ho PI lzass and deternine tnx oxact Jravity,

internnlate that

R R ;.ua ; ’

e

NRIRr 1 LA IR 5. S 37
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A It would b2 an accounting problem again, but I think

that we could.
Q That was our problem, could tha%t be worked out. I
think rather than taka the (il Conservation Commission's time here,

I think we would like to sit down with you and dr. Seth and see

PHONE CH 3-6691

what we could work out in that capacity.
M3. SETH: Thare is n3 quastinn, is there, MNr. Elkins,

but what the exact arount of oil is measured from the State lease

(=3

n this instance, and it is sampled {51 basic sadimant, water, and
gravity, is that right?

A well, Cyom ths information we have to date, I don't
think thara is. I think the measuraments would be more accurate
than conventional measursments that we accept as being standard.

d (Ry Mr. Jordan) Heretofore we have never a provad,

-3

with the exception of mayba twe cases, w2 nave naves approved
commingling of State production with private oroduction, or

commingling of one peneficiary's oroductisn with thea production

from another.

DEARNLEY-MEIER REPORTING SERVICE, Inc.

v JORDAM:T It'm o aware of that.
L U ETH: It's after nzasurarient., Ao bhaoliave that

ALBUQUERQUE, NEW MEXICO

3t ie pobtiar than fank meacurensnt, €0 there i oao morz oooninaling
b oie potior than fany m2acuy -
. , .
than if thoro wora fanxk batteries noere
- s ; c [y - s
R, JUARA T4 wiould make a diffarence 3f the gravity
: : : [ P | i~ £ 43 AN b [
S the o1l owvariza in one all Ay ~ne Tovmation, onz hootne
L ame e e Lo VL Uy e R SO GRS B
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by T A Aot : : < 1oe ’ . . «
thaorl. tnan 1t might to mixing nigh gravity State o1l with Low

gravity other oil, and averaye out, and wi ara pald »n an average
price rather than the other. The cpoousite would not hust it.

But we don't think we would want to go on2 way without going the
other. We do have that problem, than the other problem after it
goes into the tank, you can very well figure the percentage of
each sale based on the production from the particular well., I
think those are very important problems, that variance in the
gravity.

Assuming that we ara satisfied that the metering is
accurate enough and provably more accurate than we are getting,
then we do have the gravity problem. ‘le ar2 going to have to
have some way of working that cut. You have increased tﬁat one

percent. You anticipate increasing --

A What's this now?
Q $500,.200 & montn?

. SATH: Would you axplain the incraase in gravity
ragults from the fact that the facilities arez clnsed?

A T don't increasas, we marely éliminated that loss of

sne nagcent.

. \ . .
G (By ¥Mr. Jovdan) I was uader the impression fhat Iin
: ~ . N iy P T R 3 -
uoarading your lower crmudes, you 9ol 8 DoRIAr 0Ticoy
i WA rln
A W2 GO,
3 - -~ L +} 4 o~y
= That woints up thr problen I'o speaxang o0, waih Bl
- ~ PRI .
gravity oil {rom one worl oand 1w ogravity i anothar,
3
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the two together, you get somewhat of an averags?

A That's correct.

Q Yet the high gravity, you would be able to pay on
the high and the low, and you would have to interpret that and it

would be an accounting problem there. I think we have no more

PHONE CH §-8691

quastions, and w2 would like to discuss this with you and Mr. Seth.

M. PAYNE: ¥r. cElkins, it would be possible to pay

DEARNLEY-MEIER REPORTING SERVICE, Inc.

the rovalty on the basis of the gravity in each one of these pools
prior to commingling, would it not?

A I think that it would. I don't see why it woculdn't be

Q (By #r. Jordan) Normally, you pay after sale?
A We pay after sale.
MR, JORDAN: See, they would have”to pay before they
sold in that particular instance, or they can sell and then --

V2. PAYNE: Calculats on the bacis of the gravity

%)

¥3. SETH: We have the devices here to axactly deter-

rine the cuantities and the qaravity and water and basic sedimants

s it's just a mathematical problem, is that correct?

I That's corcect, vas.

ALBUQUERQUE, NEW MEXICO

RY Lii. Ul
V] Dn you know the price of 35 gravity o0il?
A Yo, sir, I don't Ynow the axact oolce.
- You don't know the orice af{ 41 gravity oil¥
I
U
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<

to the State on lower gravity?

e}

the overall gravity of the crude 0il sold to the

<

would also get more money for the crude oil.

was about ten cenis a parrel higher than 35 gravity?

ER REPORTING SERVICE, Ine.

recC

A - h - h o vt b Ty
A From the Atoka crude, wa wounld, DuL TTom

DEARNLEY-MEI

ALBUQUERQUE, NEW MEXICO

crude w2 weuld qet nors mONCY For it. A

o

4311 aravity stay constani
il gr

I rian't koowv.

111 - T T
A At any vate, we cruld pocsibily get more monvy

wo could toy L0

. . .
aixog il tnan we

1 hd . P v -
thie casn wx Wil

e

A I didn't understand the question. Yo would increase

ipe line, but we

A I halieve that's correct, in that neighborhoed.
d $o that by commingling, you lowerad the gravity to

37 gravity, that would be the gravity that you sold 1it, you vould

fonen tha (neen
rne a matter of fact,

above 40 degrees, or 1s

PAGE )
A There should be aboﬁt ton cents dif ference in the
two, if I'm not mistaken.
Q Is the 41 higher?
g A The 41 is higher. It should be about ten cents higher
% Q@ And do I understand that in commingling this oil,
§ you would end up, say 1if you commingled equal parts cof 35 and 41
aravity, you would end up with somewhere around 37 gravity, and

take a lower price when you sold it and pay a3 lower oarcant royalty

Q ‘Well, I thought I understocd you to say that 4] gravit

e,

eive 2 littla bit less for i+ than you would if 1t was 41 gravity

dnes

[

it 417

B A

el i .
o e e . ~
G AR b i - 1 il

N

),
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than we would seoparately.

FAYNE:

£
s
L 4

Tha+t's nct the problem that dr. Jordan

has.

A No.

YR. PAYNE: The problem>he has, if the 41 gravity

which draws the highest price is

peing producad frem the State

| land,

4y
L
W

and tha 3% norcant gravity is beina produced fronm the

lands, then the State's rvoyalty would bz less from the commingl

production.

| A That's correct.

MR. JORDAN: In

say for the 35 you get $1.05:

$1.10. V=2 would be said on the basis

3,

instead of $1.10. It may ke in the average it

wa would be making axtra MONAY.

States has held we can't do that, the example L2lng

Legislature DPTOPNS20

DEARNLEY-MEIER REPORTING SERVICE, Inc. o

3 M S P I P N -
and commingle 37 witl, woncy from otner State aganclas
(=]
= 3 ki I + ! T+
x o relation to 02 Feveroand iRO1S AT tho State as
-l . S < [P S ) PP B - o~ - .
£
g 1A ) R ) 1 PN o - 1y oyt N
z Phoae alrsct pmoved LLAN e ld ingrozce L ST
[P A l Th A sew? o - \ - o Lo g
s
i £y N
g lang and thoreby o Jtyipo tholo mony Ty . The
£ ang anid Th2ToE
>
o
g R 2 O ¢ et ~m oy s e ey oemiat
2 Wi, yon o at2 dnalinn with trusth Brogesso 7o sl
17 wo can woTE pnom oty wie cortainly
M PR . P
alnng with 2 © ringlod propositione e dontt wans
] L W Lo A b Pl r iAN t B

: 3 PR RN O TN JURt Loyt e
chance of gatting 1n benpnle o with Lhe nimee AN
e

other words, setting up this example,

3
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that you would have to COﬂStTUCt‘;;Uld reflect back in
the price we will receiva?
A The Atoka production is always pretty questionable,

You never know what you have until you ornduce it four a year, and
by commingling instead of building separate facilities, we can
save 3about $37,00C.00 and at the same time evaluate Atoka.:

M. JCRDAN: e realize that will reflect rack in our
ledger, our ona-2ighth. e certainly want té let you do that, kut

we have this practical proplem.

IR. UIZ: Any other questions of the witness? If not

I
o)

ha axcuand.

«
-
&
—

(Witness excused. )
M 'z + statements to be d=2 in this
MR. UTZ: Any other statements to be mades 1
case? If not, the case will be taken under advisemant.

Kk ¥

3

——————————

L e
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I, ADA DEARKLEY, Notary Public in and for the County of

Bernalille, State of New Mexico, do hereby certify that the fore-
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and ability,
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rb\ BEFORE THE OlL CONSERVATION COMMISSTON
OF THE STATE OF NEW MENLCO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MENICO FOR
THE PURPOSE OF CONSIDERING:

CASE No. 1816

APPLICATION OF SHELL QIL COMPANY Order No. R- 2/O0/- A
FOR PERMISSION TO COMMINGLE THE I —
PRODUCTION FROM SEVERAL SEPARATE

POOLS FROM SEVERAL SEPARATE LEASES

AND FOR PERMISSION TO INSTALL

AUTOMATIC CUSTODY TRANSFER EQUIP-

MENT TO HANDLE THE PRODUCTION FROM

SAID LEASES IN LEA COUNTY, NEW

MEX 1CO :

ORDER OF THE COMMISSION

BY THE COMMISSION:

the "Commission."

NOW, on this ay of , 1959, the Com-
Being present, having considered the testimony

- 3 This cause came on for hearing ail_9 ofclock a.m. ou
g : November 24 , 1959, at Saata Fe, New Mexico, before
o : Slyis A Utz , Examiner duly appointed by the 0il Conservation
Commission of New Mexico, hereinafter referred to as the "Conmis-
sion," in accordance with Rule 1214 of the Commission Rules and
Regulations, -
NOW, on this day of December , 1959, the Com-

mission, a quorum being present, having considered the application
the evidence adduced, and the recommendations of the Examiner,
Elyis A, Utz , and being fully advised in the premises,

FINDS:

(1) That due public notice having heen given as required
by law, the Commission has jurisdiction of this cause and the
subject matter thereof,

(2) That by Order R-1101 the applicant was authorized to

commingle the production from the Pearl Queen-Pool in Lea County,

New Mexico, from the following-described leases after separately

metering the production from each leasenu~4.4§45;4“41&¢’4“44%J% ﬁ;
,4(«’46 . %W%Wﬂ“{a&o’w
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McIntosh "E" lease, E/2 SW/4 of Section 21 v/

—

McIntosh "D" lease, E/2 of Section 21 s

-—

McIntosh "B" lease, E/2 NW/4 and NW/4 SW/4

of Section 22
—

McIntosh "A" lease, SW/4 SW/4 of Section 22 7
McIntosh "C" lease, N§Z4 and NE/4 SE/4 of

Section 28

McIntosh lease, W/2 NW/4 and NW/4 SW/4 of

Section 27

Kimberlin lease, E/2 SW/4 and W/2 SE/4 of

Section 22

State "PB' lease, Q[g NW/4 of Section 27

State "PA" lease, E/2 SW/4 of Section 27 7

Hooper lease, W/2 NEég of Section 27
Allen Estate "A" lease, E NE/4 of Section 217 T

Allen Estate lease, E/21and NW/4 SE/4 of
Section 27 @<l gt ug/q Né/ll oA Sec

>

Record "A" lease, SW/4 b@ég of Section 27

State "PD" lease, NW/4 of Section 34

/

State "PC" lease, W/2 NE/4 of Section 34 4

State "PE" lease, SE/4 NE/4 of Section 24 sud
5W/4 NW/4 and NW/d QW/Q o1 Section 35 -

State "PF" lease, Nég SE/g of Section %&

State "PG" lease, 5/2 SE/4 of Section 34 and

s/2 SW/4 of Section™38

Record lease, S/2 SW/4 of Section 23,

Section 2§, N/2 “N/2 “and SW/a NE/4 and SE/a Nw/4a v

all of

and NE/4 bW/4 and NW/a4 SE/4 and S/2 SE/d of

Section 35

State "PI" leassz, SE/4 NE/4 and NE/4
Section 35

Record "B lease, all of Section 25

bE/d of

State "PJ" lease, N/2 and SW/4 of Section 36

all in Township 19 South, Range 35 East.

State "PH' lease, all of Section 2,
20 bouth Range 35 East,

ik

Township

v

v

'

o

4

'ﬁhu-%ﬁf v

»r

e

+

v/

»
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| (3) That by Administrative Order qu—%g, issued Apri{_28.
1959, the applicant was authorized to commingle the production
té;; the Pearl-Queen Pool from the said State “gﬁ,“ State “Eg,"
State "gg," State “g?," State "gg," State "PF," and State "E?"
leases without separately metering the prod;;tion from each of

said leases.
| (4) That the applicant now proposes to commingle the Pear
Queen, San Andres, and Atoka production from the said State "PI"

lease and the said Record lease after separately metering the 5
production from each zone of each of said leases. b\g

(5) That the anplicant furth roposes to auto—

‘matic custody transfer equipment%to handle the Pearl-Queen,—ﬁ,lL

mproductlon from all wells presently drllled

hereafter completed on the leases descrlbed in Finding_No.
M‘MMM”M e Sud St
(6) That the previous ¥dse of auitomatic custody transfef‘

equipment, similar to that proposed by the applicant, has demon-
strated that such equipment is a reliable and economic means of

transferring the custody of oil, and that the use of such equip-
ment should be permitted.

IT IS THEREFQRE OROERED:

(1) That the applicant be and the same is hereby authorized
to commingle the Pearl-Queen, San Andres, and Atoka production from
all wells presently drilled or hereafter completed on the
following-described leases after separately wmetering the production
from each zone of each lease and to commingle said production with
Pearl—Queen production from all leases described in this order:

State "PL' jease, SE/4 NE/4 and NE/4 SE/4 of
Section 35

Record lease, S/2 SW/4 of Section 23, all of
Section 26, N/2N/2 and SW/4 NE/4 and SE/4 NW/4
and VE/4 5319 and NW/4 SE/4 and S/2 SE/4 of
Section 35

both in Township 19 South, Kange 35 East, NMPM, Lea County, New

————

Mexico,

W%M
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Order No. R-

(2) That the applicant be and the same is hereby author-

ized to commingle the production from the Peari<~Queen Pool from

‘111 wells presently drilled or hereafter completed on the following-
. described leases after separately metering the production from
ﬂeach lease and to commingle said production with the production

" from all leases described in this order:

McIntosh "E" lease, E/2 SW/4 of Section 21
McIntosh "D" lease, E/2 of Section 21

McIntosh "B" lease, E/2 NW/4 and NW/4 SW/4
of Section 22 - - - ”

McIntosh "A" lease, SW/4 SW/4 of Section 22

McIntosh "C'" lease, NE/4 and NE/4 SE/4 of
Section 28 - -

McIntosh lease, W/2 NW/4 and NW/4 SW/4 of
Section 27 - -

Kimberlin lease, E/2 SW/4 and W/2 SE/4 of
Section 22

Hooper lease, W/2 NE/4 of Section 27
Allen Estate "A" lease, E/2 NE/4 of Section 27

SE/S
, Allen Estate lease, E/24and NW/4 SE/4 of
Section 27 and NE/4 NE/4 of Section 34

Record "A" lease, SW/4 S§[4 of Section 27

Record "B" lease, all of Section 25

State "PJ" lease, N/2 and SWL4 of Section,%é
all in Township lg_South, RangefSS East.

State "PH'" lease, all of Section 2 Township 20
South Range 35 East.

(3) That the applicant be and the same is hereby author-
ized to commingle the Pearl—Queen Pool production from all wells
presently completed or hereafter drilled on the following-described
State leases without separately metering the production from each
lease and to commingle said production with the production from all

leases described in this order:
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State "PB" lease, E/2 NW/4 of Section 27

—

State "g&" lease, E/2 SW/4 of Section 27

State “PD" lease, NW/4 of Section 34
- —_ -
State "PC" lease, W/2 NE/4 of Section 34

State "PE" lease, SE/4 NE/4 of Section 34
and SW/2 NW/4 and NW/4 SW/4 of Section 35

2 DR g :
?///,¢M.€§tate PF" lease, N/2 SE/4 of bec;xon 34
e State "PG!' lease, S/2 SE/4 of Section 34 i

and S/2 SW/4 of Section 35

- the £
PROVIDED HOWEVER, Thagiprgégttion from the above-described

4;6¥2p'72[1154n4»A«uCJZZZ MecarR Lesce

seven State leases shall not be commingled with the produetion

has been separately metered.

P S L e ~
LUl Guny vueae

(4) That the applicapt be and the same is here

. author-
" ized to i automatic custody transfer equipment

o handle the

~described in this ordersand, if necessary, to tramsport the oil

off of said leases prior to measurement.

PROVIDED HOWEVER, That the applicant shall install adequate

facilities to permit the testing of all wells on the subject leases
at least once each month to determine the individual production
from each woll.

PROVIDED FURTHER, That the above-described system shall be

so equipped as to prevent the undue waste of oil in the event of
malfunction or flow-line break.

PROVIDED FURTHER, That all meters used in the above-described

system shall be operated and maintained in such a manner as to
ensure an accurate measurenent of the liquid hydrocarbon production
at all times.

PROVIDED FURTHER, That all meters shall be checked for

accuracy at least once each month until further direction by the

Secretary-Director. Meters shall be calibrated against a master

meter or against a test tank of measured volume and the results of
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such calibration filed with the Commission on the Commission form

entitled "Meter Test Report."

(5) That Order No, R-1101 angd Administrative Order Nos.
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONRSERVATION
COMMISSION OF THE STATE OF REY
MEXICO FOR THE PURPOSE OF
CONSIDERING: ,

CASE NO. 1342
Order Re. R~-1101

APPLICATION OF SHELL OIL COMPANY FOR
PERMISSION TO INSTALL CENTRALIZED
AUTOMATIC PRODUCTION FACILITIES AND
LEASE CUSTODY TRANSFER SYSTEM OX
CERTAIN OF ITS LEASES IN THE PEARL
QUEEN POOL, LEA COUNTY, NEW MEXICO,
AND FOR PERMISSION TO PRODUCE MORE
THAN EIGHT WELLS INTO COMMON STORAGE
-AND TO TRANSPORT OIL FROM THE LEASES
PRIOR TO MEASUREMEYF'’,

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 o'clack a.m. sn Novemher 20,
1957, at Santa Fe, New Mexiceo, befere Elvis A. Uiz, Examiner duly appeint-
ed by the New Mexice 01l Conservatien Cesmission, hereinafter referred to
as the "Commissien,™ in accerdance with Rule 1214 of the Commission Ruyles
and Regulations.

T B

NOW, on this . ds; o: Bacwnbar, 1857, the Commission, a
quorum being prasemt, " the application, the evidence
adduced and the recn-landatisns of thes Examiner, Elvis A. Utz, and heing
fully advised in the prclilal,

FINDS:

(1) That due public notice having been given as required by
law, the Commimsion has jurisdictien of this cause and the subject matter
thereof.

(2) That the applicant, Shell 0il Company, is the operator of
23 0il and gas leasss in the Pearl Queen Pool located in Sections 21, 22,
23, 25, 26, 27, 28, 34, 35, and 36 in Township 18 South, Range 35 East,
and Section 2 in Township 20 South, Range 35 East, NMPM, all in Lea
County, New Mexico.

(3) That the applicant proposes tc install automatic testing
and production facilities and autematic lease cuatody transfer equipment
to handle the o0il production from said leases from the Pearl Queen Pool.
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(4) That the applicant prepeses to measure and record the
production frem each lease prior to hkeing commingled in cammon storage
with the preduction frem other leases.

(5) That the applicant also propodes ts transfer custady of
the production from all of said leases to the purchassr thereef by means
of positive displacement meters.

(6) That the applicant seeks permission to preduce more than
eight wells inte the above-described central productien and test facilities
and to transport the ¢0il off of said leases prior to measurement,

(7) That the applicant should be permitted to install automatic
testing and productien facilities and autematic leame custedy transfer
equipment on the abeve-referenced lessmes in the Pearl Queen Poocl, provided
the pireduction frem each lease is measured and recorded prior to heing
commingled in common storage with the preduction from ether leases.

(R) That the applicant should he permitted te produce all wells
conpleted in the Pearl Queen Pool on ihe abeove-reisronced leocamam inte said
central productien and testing facilities and to transpert the oil off of
said leases prier te measurement if necessary.

(9) That pesitive displacement meters will provide an accurate
and reliable means fer measuring the amount of oil produced frem each
lease and that their use should he permitted provided said meters are
periedicaily checked fer accuracy.

(10) That the previous use of automatic custody transfer equip-
ment, similar to that proposed by the applicant, has ghown that such equip-
ment is a reliable and economic means of transferring the custeody of eil
and that the use of such equipment should be permitted.

(11) That each of the several systems should be so equipped as to
prevent the undue waste of 01l or gas iii the &vent of melfunction or liine

breasl

IT IS THEREFORE ORDERED:

(1) That the applicent, Shell 0Oil Company, he and the same is
hereby authorized te install automatic testing and production facilities
and automatic custody transfer equipment to handle the production from the
following described leases in the Pearl Queen Pool:

Sheil's Mcintosh "E'" lease consisting of 80 acres in the
E/2 SW/4, Section 21, Township 19 South, Range 35 East.

Shell's McIntosh "D' lease consisting of 320 acres in the
E/2, Section 21, Township 19 South, Range 35 East.

Shell's McIntosh "B'' lease consisting of 120 acres ir the
E/2 NW/4 and NW/4 SW/4, Section 22, Township 19 South,
Range 35 East,
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CASE 1811-

CASE 18122

CASE 18133

CASE 18l4:

CASE 2815:

CASE 181€:

NO. 40-59

DOCKETs EXAMINER HEARING NOVEMBER 24, 1959

011 Congervation Cummission ~ 3 a.m., Mabry Hall, State Capitel, Santa Fe, New Mexico
The following cases will be heard before Elvis A. Utz, Examiner, or A. L. Porter, Jr.,

Applization of The Atlapiic Refining Company for permission to commingle
the produciior from ithree separatie pools from three separate leases.
Applizant, in the akove=styled cause, seeks an order authorizing it to
commingle the Tubb, Blineory, and Drinkard production {rom three Federal
leazes in Soction 14, Township 25 South, Range 37 East, Lea County, New
Mav1 20,

Application of Gulf Oil Corpcration for permission to commingle the
p:odusttor from two separate leases. Applicant; in the above~styled cause,
seeks permission to sommingie the production from the Eumont Pool

from i*s Rameav (NCT«D} Lease consisting of the NE/4 of Section 3% ana

from its Hamsay (NCT<J) Lease consisting of the SW/4 SW/4 of Section 25,
both in Township 20 South Range 37 East, Lea County, New Mexico.

Application of Guif Qil Corporation for 3 gas-o0il dual completion and for
permistion *o rommingle the production from two separate pools. Applicant,
in the above-styled zause, seeks an order authorizing the dual completion
of i*s Travisz Wel: No. 1, located 1980 feet from the South line and 647
teer from *he Fas* line of Section 21, Iownship 23 South, Range 37 Exst,
Les Countv, New Mexito, in suzh 3 manner as te pexmit the produstion of gas
fzom an undesignated Abe gas pool and the production of oil from the Teague

sol. Applicant further seeks permission to commingle the oil produced
from the Te2ague Pool from sald well with the distiilate produced from an
undesignated Abo gas peool from said well. '

Applization of leonard Latch for two water £lood projects. Applicant; in
the abave-atyled uje; seeks an order authorizing it to institute two
water flood projests 10 *ne Empire Pool in ©ddy County, New Mexico. In

cne project. applicant proposes *to inject wuater into the Seven Rivers
formation through iten well: located in the N/2 of Section 19; Township 17
Snuth, Raage 28 East. Ti the other project; applicant proposes to inject
witer 15379 the Ssven Rivars formatiorn through seven wells located in the
3/2 SE/* of fe nvoe 12 aund the NE/4 of Section 13; Township 17 South, Range
27 BEante

Applization or Leonsrd O1l Company for an unorthodox gus well location.
Applizani, in the above-styled cause; seeks an order avthorizing an
yaovihndox gas well loc3tion in the Jalmat Gas Pool at a point 2310 feet
from ‘ra North and Fazs lines of Section 21, Township 25 South, Range 37
Easc, les Crouinty, New Mexico. Applicant proposes that said well serve as
“he vt - wel, 4o a nons=ztandiard gas proration unit in the Jalmat Gas Pool
rocsisiox of cne BSY MN/4 and W2 NE/4 of 3:id Section 21

fppiiostion o4 Tretl O3t Corpany for permission o ¢ommirgle the production
Tam o ielets: rvarate poels trom seversnl separate iesses:  Applicant, in

Pe snove-rtyien Ciefe, seeks permission to commingle the production from

20 agmiezigazced A'oka pool and an undesignated Sap &ndres pool from two

sepat te destes o Tacisens 23, 26 and 35, Town:zbip 19 Sovth, Range 35 East,
Lew Coonro o Maw Mead ~0 a0 to Lransport szid prodastion fron siig Jeases



i o

-2

Docket No. 40=59

CASE 1817:

CASE 1818:

CASE 1819:

CASE 18203
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WwAOL 10/l

CASE 1822:

ig/

prior to measurement and to commingle such production with the commingled
Pear1-Queen production authorized by Order No. R-110l. Appiicant further
seeks authorization to expand the automatic custody transfer system authore
ized by sald Order No. R-11Q1.

Application of Sunray Mid-Gontinent Oil Company for an automatic custody
transfer system and for permission to produce more than sixteen wells into
a common tank battery. Applicant, in the above=styled cause, seeks an order
authorizing it to install an automatic custody transfer system to handle the
production from all Bigti-Lower Gallup Oil Pool wells on its Central Bisti
Unit comprising certain acreage in Townships 25 snd 26 North, Range 12 West,
San Juap County, New Mexico. :

Application of Texaco Inc., for a gas=0il dual completion. Applicant, in
the above-gtyled cause, seeks an order auwthorizing the dual completion of
its State "BN" Well No. 1, located in the NW/4 SW/4 of Section 25, Township
11 South, Range 32 East, Lea County, New Mexicec, in such a manner as to
preduce gas from the Moore~Wolfcamp Gas Pool aind to produce oll from the
Moore-Pennsylvanian Pool through the casing-tubing annulus and tubing
respectively.

Application of Hamilton Dome Qil Company. Ltd., for an order authorizing
the commingling of production from two separate pools. Applicant, in the
above-atyled cause, seeks permission to commingle the Blinebry and Tubb
production i..- . lease consisting of the S/2 SE/4 of Section 25, Township
25 South; Range “.7 East; Lea County, New Mexico.

Application r¢ Catper Drilling Company, Inc., and T. J. Sivley for permission
to commingle the production from two separate leages. Applicant, in the
above-styled cause, seeks permission to commingle the Empire=Abo Pool proe
duction from that portion of State Lease B=-1483 consisting of lot 2 of
Section 2 and that portion of State lease 2029 consisting of lot 3 of said
Section 2, Township 18 South, Range 27 East, Eddy County, New Mexico.

Application of Cities Service Gil Company for establishmernt of a water flood 3
project allowable. Applicant, in the above-styled cause, seeks an order

establishing a project allowable for its Drickey Queen Sand Unit in Chaves

County, New Mexico, and providing for the conversion of wells to water

injection at the operatoxr's election.

Application of Cities Service Oil Company for approval of automatic custody
transgfer facilities. Applicant, in the above-styled cause, seeks an order
authorizing the installation of automatic custody transfer facilities to
handle the Caprock-Queen Pool production from the Drickey Queen Sand Unit
in Chaves County, New Mexicoo.
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OIL CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE. NEW MEXICO

December 11, 1999

Shell Oii Company .
Pes O« Box 345

Roswell, New Mexico
Attention: &’o P+ Ae Deninie

Re: Meter Calidration Tests
Peax 1=Queen Pc.l
Lea County, New Mexico

Gentlemen:

Reference is mede to your letter of November 17, 1959, wherein you
have requested that the meter calibration interval for your positive dis~
placement meters in the Pearl-Cueen Pool be sxtended from one month to
six months.

While it would sppear from the dats submitted tlutﬂu meters have
performed adequately and relisbly, we note that in most of the meters there
has been an apparent trend downwerd going from summer months to winter

_months and an upward trend in going from the wiater months to the summer

sonths.

Whether this 1s coincidental or whether the meters do react in some
ssnner to changes in seasons we do not know. We do feel, however, that
until such time as it has been definitely establighed that some positive
trend can be depended upon, that six~month intervals between tests is too
IOMQ g

Shell Oil Company is hereby authorized to conduct meter calibration
tests at three-month intervals. #We will be most happy to agsin review the
mater teate in apnroximately one vear. at which time more data should be
available.

The authority granted herein shall apply only to those meters which
are presently in operation. Any nNew meters which are installed shall be
tested monthly for st least three months and may then be placed on a three-
month schedule.

Very truly yours,

’ A. L. PORTER, Jr.
ALPi1DSNiig Secretary-Director
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION OF
LL CIL COMPANY FOR EXCEPTIONS TO
303 AND 309 OF THE COMMISSION

FROM THE PEARL QUEEN FIELD, TO TRANS- . ?///(;
PORT PRODUCTION FROM LEASES PRIOR TO CASE NO. -
MEASUREMENT, AND TO PRODUCE MORE THAN
EIGHT (8) WELLS IN THE SAN ANDRES OR
THE ATOKA ZONES INTO COMMON FACILITIES,
THE LEASES AND PROPERTY IN QUESTION
BEING IN SECTION 35, TOWNSHIP 19 SOUTH,
RANGE 35 EAST, LEA 7OUNTY, NEW MEXICO.

APPLICATION

Comes now Shell 0il Company and requests an exception to

Rules 303 and Section (a) of Rule 309 of the Rules of the New Mexico

—————— e ___,.._4——-”-“

011 Conservation Commission.

1. The applicant requests authority to commingle oil

produced Trom the San Andres formation and the Atoka formation on

| e ——

the two Shell leaseS_described as follows:

// Shell's State "PI" lease consisting of 80 acres in the

SEINE! and NELSEL, Section 35, ‘fownship 19 South, Range

35 East. —

Shell's Record lease consisting of 1120 acres in the

Siswi, Section 23, all Section 20, and N~N—~ and SWiNE}
N\ and SELINWE and NEiSW! and NWLSEL and S3 SE;, Sectlon 35,

Townshlp 19 South, Range 35 East

2. After the production therefrom lms been separately

metered from each zone from each lease, to commingle such commingled
productlion with the commingled Queen Production, and using the
facilities located in the Pearl Queen Field, as authorized in Order
Number R-1101.

with the a

3. Applicant further requests authority, in connesction
bhove, to transport San Andres and Atoka production from

(/ﬂf /&

S -
I
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the above described lease prior to the measurement thereof and
further, to produce more than eight (8) wells from either the San .
Andres or the Atoka zones into common storage and facllities of the
applicant in the Pearl Queen Field, as authorized by Order Number
R-1101.

4. Anpliecant further requests authority to expand auto-
matic custody transfer facilities, as authorized by Crder Number

R-1101, tc accomplish the above ends.

Respectfully submitted,
SETH, MONTGOMERY, FEDERICI & ANDREWS
By: ‘

Santa Fe, New Mexico




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
MEXICO FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 1342
Order No. R-1101

APPLICATIOR OF SHELL OIL COMPANY FOR
PERMISSION TO INSTALL CENTRALIZED
AUTOMATIC PRODUCTION FACILITIES AND
LEASE CUSTODY TRANSFER SYSTEM ON
CERTAIN OF ITS LEASES INK THE PEARL
QUEEXN POOL, LEA COUNTY, NEW MEXICO,
AND FOR PERMISSION TO PRODUCE MNORE
THAN EIGHT WELLS INTO COMMON STORAGE
ANP TO TRANSPORT OIL FROM THE LEASES
PRIOR TO MEASUREMENT.

ORDER OF THE COMMISSION
BY THE COMMISSION:

This cause came on for hearing at 9 o'clock a.m. on November 20,
1957, at Santa Fe, New Mexice, before Elvis A. Utz, Examiner duly appeint-
ed by the New Mexice 0il Conservatien Cemmission, hereinafter referres to
as the "Commission,” in accerdance with Rule 1214 of the Commission RByles
and Regulations.

NO¥, en thxl‘lg;h. day of Decambar, 19567, the Commission, a
quorum beliig prsscnt, heving censidered the application, the evidence
sdduced and the recommendatiens ef the Examiner, Elvis A, Uiz, aud Leing
fully advised in the premises,

(1) That due public notice having been given as required by
law, the Commission has jurisdiction of this cause and the subject matter
thereof.

(2) That the applicant, Shell 0il Company, is the operator of
23 o0il and gas leases 1in the Pearl Queen Pool located in Sections 21, 22,
23, 25, 26, 27, 28, 34, 35, «nd 36 in Township 19 South, Range 35 East,
and Section 2 in Township 20 South, Range 35 East, NMPM, all in Lea
County, New Mexico.

(3) That the applicant proposes to install automatic testing
and production facilities and automatic lease custody transfer equipment
to handle the oil production from said leases from the Pearl Queen Pool.




-2
Case No. 1342
Order No. R-1101

(4) That the applicant prepeses to measure and record the
preduction frem each lease prior te keing commingled in ceammon storage
with the preduction frem other leases.

(5) That the applicant alse propeses to transfer custedy of
the production from all of said lemses to the purchaser thereef by means
of positive displacement meters.

(6) That the applicant seeks permission to produce more than
eight wells into the above-described central production and test facilities
and to transport the oil off of said leases prior to measurement.

(7) That the applicant should he permitted to install autematic
testing and preductien facilities and automatic lease custedy transfer
equipment on the above-referenced leases in the Pearl Queen Pool, provided
the preduction from each lease is measured and recorded prior to being
cemmingled in cemmon storage with the preduction from other leases.

(8) That the applicant should he permitted to produce all wells
completed in the Pearl Queen Pool on the abeve-referenced leases inte said
central production and testing facilities and to transpert the eil off of
srid leases prier teo measurement if necessary.

(9) That positive displacement meters will provide an accurate
and reliable means fer measuring the amount of oil produced frem each
lease and that their use should be permitied provided gsaid meters are
periodically checked for accuracy.

(10) That the previous use of automatic custody transfer equip-
ment, similar te that proposed by the applicant, has shown that such equip-
ment is a reliable and economic means of transferring the custody of eil
and that the use of such equipment should be permitted.

(11) That each of the several systems should be so equivped as to
prevent the undue waste of o0il or gas in the event of malfunction or line
break.

IT IS THEREFORE ORDERED:

(1) That the applicant, Shell 0il Company, be and the same is
hereby authorized to install automatic testing and production facilities
and automatic custody transfer equipment to handle the production from the
following described leases in the Pearl Queen Pool:

Shell's McIntosh "E'" lease consisting of 80 acres in the
E/2 SW/4, Section 21, Township 19 South, Range 35 East.
Shell's McIntosh "D' lease consisting of 320 acxes in the
E/2, Section 21, Township 19 South, Range 35 East.

Shell's McIntoesh "B'' lease consisting of 120 acres in the
E/2 NW/4 and NW/4 SW/4, Section 22, Township 19 South,
Range 35 East.

i
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Shell's McIntosh "A" lease consisting of 40 acres in
the SW/4 SW/4, Section 22, Township 19 South, Range
35 Eust

Shell's McIntosh "C" lease consisting of 200 acres in

the NE/4 and NE/4 SE/4, Section 28, Towaship 19 South,

Range 35 East.

Shell's Mcintosh lease consisting of 120 acres in the

W/2 NW/4 and NW/4 SW/4, Section 27, Township ‘9 South,

Range 35 East.

Shell's Kimberlin lease consisting of 120 acres in the
E/2 SW/4 and W/2 SE/4, Section 22, Township 19 South,

Range 35 East.

Shell's State "PB" lease consisting of 80 acres in the
E/2 NW/4, Section 27, Township 19 South, Range 35 East.

Shell's State "PA" lease consisting of 80 acres in the
E/2 SW/4, Section 27, Township 19 South, Range 35 East.

Shell's Hooper lease consisting of 80 acres in the W/2
NE/4, Section 27, Township 19 South, Range 35 East.

Shell's Allen Estate "A" lease consisting of 80 acres
in the E/2 NE/4, Section 27, Township 19 South, Range
35 East. e

Shell's Allen Estate lease consisting of 160 acres in
the E/2 and NW/4 SE/4, Section 27 and NE/4 NE/4, Section
34, Township 19 South, Rungg“§5 East.

Shell's Record "A' lease consisting of 40 acres in the
SW/4 SE/4, Section 27, Township 19 South, Range 35 East.

Shell's State "PD" lease consisting of 160 acres in the
NW/4, Section 34, Township 19 South, Range 35 East.

Shell's State "PC" lease consisting of 80 acres in the
W/2 NE/4, Section 34, Township 19 South, Range 35 East,

Shell's State "PE" lease consisting of 120 arcres in the
SE/4 NE/4, Section 34, and SW/4 NW/4 and NW/4 SW/4,
Section 35, Township l9 South, Range 35 East.

Shell's State "PF'" lease consisting of 80 acres in the
N/2 SE/4, Section 34, Township 19 South, Range 35 East.

Shell's State "PG" lease con51sting of 160 acres in the
S/2 SE/4, Section 34 and S/2 SW/4, Section 35, Township
19 SOuth, Range 35 East.

- ——




D 4

-l
Case No. 1342

Order No. R-1101 ‘____g-——*’

Lo Shell's Record lease consisting of 1120 acres in the

. S/2 SW/4, Section 23, all Sectien 26, and N/2 N/2 and
SW/4 NE/4 and SE/4 NW/4 and NE/4 SW/4 and NW/4 SE/4
and S/2 SE/4, Section 35, Township 19 South, Range 35
East. ' - -

Shell's State "PI1" lease consisting of 80 acres in the
SE/4 NE/4 and NE/4 SE/4, Section 35, Township 18 South,
Range 35 East. : -
Shell's State PH" ¢ consigsting of 640 acres in
Section 2, Township outh, Range 35 East.

Shell's Record '"B” lease consisting of 640 acres in
Section 25, Township 19 South, Range 35 East. .

Shell's State "PJ" lease consisting of 4B0 acres in N/2
and SW/4, Section 36, Township }2*South, Range §§_Enst,

all in Lea County, New Mexico, provided the preduction from each lease is
measured and recorded prior to being commingled in common storage with the
production from octher leases.

(2) That the applicant be and the same is hereby authorized to
produce all wells completed in the Pearl Queen Pool on the abeve-referenc-
ed leases inte said central production and testing facilities and to
transport the 0il off of said leases prior to measurement if necessary;
provided however, that each well connected to each of the above~described
systems shall be individually tested at least once a wanth,

(3) That evach of the positive displacement meters in the above-
described systems shall be checked for accuracy at intervals and in a
manner satisfactory to the Commission.

(4) That each of the above~described systems shall be so
equipped s to prevent the undue waste of o0il or gas in the event of
melfunction or line break,

DONE at Santa Fe, New Mexico, on the day and year hereinabove
designated,

STATE OF NEW MEXICO
OTL CONSERVATION COMMISSION

EDWIN L. MECHEM, Chairman
MURRAY E. MORGAN, Member

A. L. PORTER, Jr., Member & Secretary
SEAL

ir/



