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F'te)nvoiu under the following three leases, as more fully discusse -
' 1. Thé Pen American Eva Owen B Lease located in the SW/& of Section

/ / V l /o Drinkatd Pool well on tliis lease which roduce at marginal rates.
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PAN AMERICAN PETROLEUM CORPORATION

. Lw ! Toe..n3
UG . 18 ry 7, 1961

Pile: WJS-5111-986.510.1 x 40C

Subject: Exception to Statewide
Rule 303
Various Leases,
Lea County, Mew Mexico

Ht. A Ln beter, Jt. e e e - e e S T

= - - ----ul—u&

¥. 0. Box 871

Dear Sir:

Pan American Petroleum Corporation respectfully requests that you schedule
for an early docket, a hearing to'gonsider its applicatio. for exceptions to
State ¥ide Rule No. 303 to .ermit c ommingling of production from separate

34, T-21-S, R-37-£, Lea County, New Mexico. There are presently

' four ‘'wells producing at marginal rates from the Drinkard Pool and
one well producing at a marginal rate from the Paddock Pool on
this Iesse. It is proposed that this production bé commsingled in
common tankage and that production be allocated to the respective
reservolss on the basis of periodic well tests,

2. Thé'Pan American L. E. Grizzel "B" Lease located in the S$/2 of

© the RB/4 of Section 8, T-22-S, R-37-£, Lea County, New Mexico.
There are presently two marginal wells an this lease producing
from the Dritikard end Paddock Poold. Pan Ameérican proposes that
this production be comingfed in common tankage znd that production
be allocated to the respective reservoirs or the basis of periodic
well tests,

The Pan American J. W. Grizzell Lease, located in the SW/4 of
Section 5, T»22-S, R-37-F, Lea County, New nexicp. There are two
'oroducifig snd'cne shut-in Penrose-shuy Field'wells and one

- pyn American proposes that this productioﬁ be commingled in common
tankage &and that production be allocated to the respective reservoirs
on the basis of periodic well tests.

Yours very truly,

; .
/.
'r'/'_- /\( L ({;- -

: Ipderrieden
) rict Engineer

i
“




FROM THE DRINEARD AND PENROSE SKELLY POULS
FROM ALL VELIS PRESENTLY COMPIETED ON
THE J. V. GRIZZELL LRASE
SW/4 SEC. 5, T-22-8, R-37-K

——

REW OIL COMSERVATION IoR
- EXAMINER HRARING CASE NO. 2204
MARCH 3, 1961
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GENERAL

Pan American Petroleus Corporation respectfully requests that the New
Mexico 0il Conservation Commission grant an sxception to Statewide Rule
303 to permit commingling in common tankage without prior metering of
Drinkard and Penrose Skelly crudes on its J. W. Grizzell Lease located
in the SW/& of Section 5, T-22-S, R-37-E.

There are presently four walls on this lease which are completed as
follows:

Well No. Pool in which Well {5 completed

1 Drinkard

2 Psnross Skally
3 (stutelm) Penxoss Skally
4

Penrosa Skelly

~he purchaser, Shell Pipeline Company, has erbalily agreed to this
proposal.

Production will be allocated to the respective reservoirs on the basis of
periodic well tests. Review of the attsched schematic diagram will indicate
that the Drinkard well Ho. 1, may be tested by diverting its production

into a separats tank., Either of the Penrose Skelly Wells, Nos. 2 and &,

may be tested by shutting in the other Penrose Skelly wells and producing
the test well into a sepsrate tank.

Grauting of this proposal will: (1) Eliminate replacessnt of two stock
tanks wvhich will be required in the near future f storasge of the two
crudes is continued in separate tenk batteries, (2) eliminate a need for

oil meters which would cost approximately $14C0 instzlled, snd (3) eliminate
intangible maintenance and depraciation expense through elimination of

a tank batmry,
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caRMLVOAL 1V CUMMLINGLE OLL PRODUCTION
FROM THE DRINFARD AMD PENROSE SKELLY POOLS
FROM ALL WELLS PRESENTLY COMPLETED ON
THE J. W. GRIZZELL LEASE
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Breposken INsTaLLATION

Qoo Storage for commingled
produchon Dcnrosc Skelly
and Drinkard oil

Separator

% No.2 (Penrose Skeliy)}

No.4d(Penrose Skel lg)

Separateor

No. I(Dm‘nlcard)

|

Woater
Treater- d)'O‘ Knockout

Facilities proposed for Comminglirsg Prinkard and
RPenrose Skelly Prcduction « mJ W.Grrzzel! [ease
Swrd Sec. 5, 7‘922 ~S,/2°837E Orirlmre’ 2nd Pernrose
Sceliy Pools, Lea counz‘y, New Aiexico
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TRE CCMPANY WILL APPRECIATE SUGGESTIONS FROM ITS PATRONS CONCERNING I'™ smavics. -
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OIL CONSERVATION CO¥MISSION
SANTA FE, NEW MEXICO

Date 3742/4;/'
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CASE NO._2.20¢ HEARING DATE Ffaau 34/41
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My recommendations for an order in the above numbered case(s) are

a8 follows:
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Docket No. 7-61
-a-

CASE 2203: Application of Pan American Petroleum Corporation for per-
mission to commingle the produciion from two separate pools.
Appnlicant, in the above-styled cause, seeks permission to
commingle the o0il production irom the Drinkard and Paddock
Pools from all wells presently completed on the L. E. Grizzel
"B" Lease, comprising the S/2 NE/4 of Section 8, Township 22
South, Range 37 East, Lea County, New Mexico, without sepa-
rately metering the production from each pool.
| e e —— R — . {
CASE 2204: Application of Pan American Petroieum Corporation for per- l
mission to commingle the production from two separate pools.
Lo o Annlisant dmodha ahooe oset o0 oL L, suoas PorWlSsion Lo
commingle the oil production from the Drinkard and Penrose-
Skelly Pools from all wells presently comple ted on the J. W,
Grizzell Lease, comprising the SW/4 of Section 5, Township
22 South, Range 37 East, Lea Courty, New Mexico, without
separately metering the prcduction from each pool.

CASE 2205: Appiication of Tamanaco 0il Corporation for an unorthodox well
location. Applicant, in the above-styled cause, seeks ap- i
proval of an unorthodox well location for its El Poso Ranch §
N-11 Well at a point 175 feet from the South line and 1700 *
feet from the West line of Section 11..Township 28 North, ;
Range 1 East, Rio Arribes County, New Mexico. ;

CASE 2206: Application of The Ohio 0il Company for permission to transfer
allowables. Applicant, in the above-styled cause, seeks
permission to shui-in certain wells in the Lea Unit, both in
the Devonian and Bone Springs formations, and transfer the %
allowable fur such wells, for a limited peiciod of time, to ‘
other welis within said Lea Unit, Township 20 South, Ranges
34 and 35 East, Lea County, New Mexico.

CASE 2207: Application of Honolulu 0il Corpuration for a pressure
maintenan~e project. Applicant, in the above-styled cause,
seeks permission to institute a pressure maintenance project
in ihe Chisum Oil Fool, Chaves County, New Mexico, by the
injection of water into certain wells underlying its State
B Lease, N/2 SE/4 of Section 13, Township 11 South, Range
27 East. Applicant further see:s the promulgation of special

f rules and regulations governing said project.
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BEFORE THE OIL CONSERVATION COMMISSION
L OF THE STATE OF NEW MEXICO
%f IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
| COMMISSION OF NEW MEXICO FOR
2,14 THE PURPOSE OF CONSIDERING:

7[ D
/ ... _CASE No. 2204 -
‘ Order No. R-_ {Z Zﬁ

APPLICATION OF PAN AMERICAN PETROLEUM
CORPORATION FOR PERMISSION TO COMMINGLE
THE PRODUCTION FROM TWC SEPARATE POOILS,
LEA COUNTY, NEW MEXICO.

Wg{s

BY THE COMMISSION:

ORDER OF THE COMMISSION

This cause came on for hearing at 9 o'clork a.m. on
Ma::ch 3, 1961, at Santa Fe, New Mexico, before Daniel S. Nutter,
Examiner duly appointed by the 0il Conservation Commission of New
Mexico, hereinafter rererred to as the "Commission," in accordance

with Rule 1214 of the Commission Rules and Regulations.

NOW, on this day of March , 1961, the Commissinh,
a quorum being present, having considered the application, the
evidence adduced, and the recommendations of the Examiner,
Daniel S. Nutter , and beirg fully advised in the premises,

FINDS:

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

(2) That the applicant, Pan American Petroleum Corporation,

seeks permission to commingle, without separate measurement, the

0il production from the Drinkard and Penrose-Skelly Pools from

all wells preseiitly completed on the J. ‘. Grizzell Lease, compris-
ing the SW/# of Section 5, Township 22 Sot:th, Range 37 East, NMPM,
Lea County, New Mexico. Lw,',*wwxﬂy$4f°
2 R i

(3) That inasmuch as e wellfon the subject leaseAJ:asapa-b}e-
Qualma'nuu%b;NKARA&,
e T IRttt a L lovw apde—fromeither—poel, separate measure-
ment of the nroduction from each pool should not be required.

(4} 1hat approval of the subject application will neither%A)\YE

cause waste nor impair correlative rights.
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CASE No. 2204

IT IS THEREFORE ORDERED:

That the applicant, Pan American Petroleum Ccrporation, is
jhereby authorized to commingle, without separate measurement, the

Hoil production from the Drinkard and Penrose-Skelly Pools from all

| l j
i
*WQ'I la PY'Q!IQ“Q"‘Y nnm:\_'l otrad nn +ha T W Avdoenll ronoo, :::;:i:‘*; £
“ i L?a

the SW/4 of Section 5, Township 22 South, Range 37 East, IMPM,
Lea County, New Mexico.

PROVIDED HOWEVER, That should any well on the subject lease
become capable of producing a top unit allowable from either pool,

ethe applicant shall

S ——— -

hd-notifzithe Commissio bs Santa Fe Office of such acwhwmm: ﬁa.J‘AJQ

Ceac s
PROVIDED FURTHER That the applicant shall install adequate

z
}facilities to permit the testing of all wells on the said J. W.
{
|

liGrizzell Lease at least once each month to determine the individual
)production from each well.

DONE at Santa Fe, New Mexico, on the day and year herein-
labove designated. ’
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SOVERNOR
EDWIN L. MECHENW
CHAIRMAN

Statz of Nelw Wexieo
@ il Conservation Commission

LAND COMMISSION LR
K. 5. JOMNNY WALKER

STATR CEOLOSISY
4. L. PORTAR, IR,

MEMeER SECRETARY - mﬁiﬁfﬁki
lAthii
mron ¥, iAvei

- Be: Case No. 3304
. Eirk Nowman Order No. R-1899
m.,‘ Mlone - Applicant: (
Mogwell, New Mexioce e Americaz Petrolowm Ourp.
Dear Sir:

Enclosed herevith are two copies of the above-referenced
Commission order recently entered in the subject case.

Very truly fours s

A L PORTER Jr
Secretary-nirector

ir/
Carbon copy of order also sent to:

Hobbs OCC x
Aritesia OCC
Aztec OCC ~— —

—

OTHER Mr. Guy Buell - Fort Worth, Texas




ESTORE THR OIL CORSERVATION COMMISSION
OF THR STATR OF NEW NEXICO |
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, This coune Gane oa for heariag at 9 o’clock a.m. om
Ms. 1951, at Samka Fo, v Mexiso, hefole Damiel B. Mktar,
m mnmoucmumngdm
referred to as tha "Commisaion, * uuemi
‘nvum-uuotmmxummw i

;i ~ WOW, om this day of Maruh, 1961, the Commission,
:;mmm,mmzmmm the
:;mm.udmmzmumm.

!
!
t
i
(1) That cue public motice having beex given as rqnuodagf

'law, the Comeission has jurisdiction of this cause and the nhjmi
matter thereof. 2
l

|

I

{2) That the applicant, Pan American Petroleun Corporstion,
'seekn permission to commingle, without sqparate msasurssent, tla
‘04l production frow the Drinkard and mzm—ahm Pools Zxrom
‘mlY aelle sresssily Soapletsd Ca e U, W. SEizzali ieess, gom-
‘prising the 3W/4 of Section 5, Township 22 South, Range 37 Bast,
KMPM, lea Courty, Hew Maxico.

(3} That inasmuch as all wells on the subject lease praduc-»
ing €from the subject pools are low marginaZl welils, separate

weasurament of the production f£rom each pool should not be req'aired. l
i

(4) That approval of the subject application will neithex
cause waste nor impair correlative rights.
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_ Wmtcmammnmthmjmlm
become producing a top wait allowable from aither pool, |
mamc-mzmsymmuowsmnmo{
suck fact and the case shall be reopemed.

: POVIDER FORTEER, That the applicant shall install adequite
facilities to permit the testing of all wells om the said J. W.

‘uuuumuxmtmmmmmmmuu#
pwoduction Isca each well.

DOEE st Santa Fe, Nev Maxico, on the day amd ysar barein-

STATE OF NEW KEXICO
OIL CONBERVATICHN COMMISSION




DEARNLEY-MEIER REPORTING SERVICE, Inc.

. PHONE CH 3.669)

NEW MEXICO

ALBUQUERQUE,
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SEFORE THE
CI1 CONSERVATION COMMISSION
Sants Fe, New Mexlico
March 3, 1961

IN THE MATTER OF:

Application of Pan american Petroleum Coruvoration far
permission to commingle the production from two sepa-
rata nenle - AnsYdoooe T LLuve-Ruyied cause,
scclee pormission Yo commlngle tne oll production tf'rom
the Drinkard and Penrose-Skelly rools from all wells
presently completed on the J. W. Grizzell lLease, com-
prising the SW/4 of Section 5, Township 22 South,
Range 37 East, lLea County, New Mexico, without sepa-
rately metering the producti~n from each pool.

Cage

2204 |
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Daniel S. Nutter, Examiner.

TRANSCRIPT OF PROCEEDINGS

k. NUTTER: Case 2204,

MR. MCRRIS: Application of Pan Americun Petroleum Corpor+-§
tion for permission to commingle the production from twc separate :
pools.

MR. NEWMAN: Kirk Newman, Atwood & Malone, Roswell, New
Mexico. |

MR, PAYNE: Let the record show the Wltness has been
sworn Dreviously.

S AWDIDGE, JK.

calied as a witness, naving been previously duly sworn, testified

as follovs:




DEARNLEY-MEIER REPORTING SERVICE, I.c.

ALBUQUERQUE, Niiw MEXICO

PHOHE CH 3-3691

PAGE <
DIRECT EXAMINATION
2Y MR, NEWMAN:
o Wili you state your name, please?
A William James Sandidge, Jr.
Q Are you the same Mr., Sandidge who testified in the next

lpreceding case?

A I aii.

Q Will you state briefly what you intend to do by this
application?

A Tt requests an exception to statewide Rule 330 to permit
commingling in common tankage without prior cosmingling the pro-
ducticn in the SW/4 of Section 5, Townshlp 22 Scutn, Range 37 East,
Lea County.

Q@  Would you refer to the plat, the first attachmeut in the
exhiLiu ald state what that plat shows, please?

A There are four wells located‘on this lease. One well 1s
completed in the Drinkard reservoir. That is Well No. 1, located
in the southeast portion of the lease and indicated by a green
symbol. The other three wells are completed in the Penrose-Skelly
reservoir. They are indicated by vlue symbols. Wells No. 2and 4
are productive; wel: No. 1 is now shut in.

_____

v s Al 2Vl o EoR e e BV P .t - 8
o What 1o the prcoduc e Wel1id WIlch ate sLill

ct

VP msm mmab o~ O
LWl Lt auvc Ul

producing and the produccion irom wiich is to be commningled?

A During Drcember of 1960 each well averaged two barrels of

oli per day. ]

I IO T T S Lk N




DEARNLEY-MEIER REPORTING SERVICE, Irc.

PHOME CH 3-669)

ALBUQUERQUE, NEW MEXICO

PAGE 3
) In your opiniocn 1g uvhere aay possivliity chat tne weli.s
lwill ever uecome ton sliounile welia?
A I don't foresee that.
Q Would you refer o the second attachment in the exhibig

and state wnat that avtachment snhows, please?

‘ A This attachment shows a schematic diagram of the lease
lfacilitips which will ne in use afier the comnlngiing is accomplis

Well No. 1, the Drinkard well, will be produced through a separate

separator, and reference to the dlagram wiil show it will be diver

desired, provided you have a tank available from the pipeline. The
other twe wells are %tied together pefore they enter the separator.
Their production is from the separator through a water knockout,
through a treater and into the stock tanks. It will be necessary t
shut in one well to test the other well. Howevrr, experiénce has
indicated that these wells will make their production on an alter-
nate day basis.

Q What is the ownership of the workir~ interests, royalty
and overrides under this particular lease?

A All of the royalty interests are identicai in both reser-
voirs. Pan American owns a 7/8 net interest in the Penrose-Skelly

r. In the Drinkavd reservoic 1L owns a 7/8 net interest .ie

MAC ~rvrad
L YA

a 1/5 of 7/8 interest owned by the Landreth Company.

Q@ Has the Landreth C mgany consentea to this application=?

! A By a letier; we nave requested a waiver, and we understai

I

into either of the two stock tanks and tested separatel on any day|

Bs

d
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DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHOMNE Ci4 3-669:

ALBUQUERQUE, ME'Y MEXICO

v was submitted Lo Lne Coamiaslon,
MR. NEWMAN: The sawstance of wias s, "We nereby waive
any ovjection to Fau Aunerlica: Petrolecuan Coruoration's applicavion

tu commingle production from tne Grizze. lease, In Case 2204,

ILandreth Company. by A. N. Hendrickson." We will reauest admission
of this telegram into this case.
Q Has an agreement been made wlth Landreth Company tc

allccate production to their various interests?

A Yes, sir. Production to the wells in question will be
allocated on the basis of periodic well tests which have been ex-
plained to Landreth, and they are in agreement.

Q Has the pipeline purchaser consented to take the comminglLd
production ?

A Here, again, Shell Pipeline is the purchaser, and they
verbally agreed to this proposal. |

Q Will the granting of this application prevent waste?

A We think it will. Here, again, i{ will extend the econo-
mic iife. Actually, we are {aced with replacement of a tank batter¥
if this application is not apprceved; in view of the very marginal
nature of these wells it 1s questionable whether you could justify
replacing the two tanks in vad shape.

3 ~ 3 T S T 4 P | -3 .
4] is econditions ceict now wvovr " 13 cithe C Cormmingie

v
e

v e
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th~ production, replace the tank vatteries, or shut the wells in?

A N A
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Loo worth of meters, whicno
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jWwe would not want to do.

R Lfi. | T T R
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DEARNLEY-VMEIER REPORTING SERVICE,

ALBUQUERQUE, HEW MEXICO

PHONHE CH 3-6691

1

PAGE 5

Will corrve.atlive rights in any w@wa, ve affected by itne
sranting ol tnls appellcation?

A We think that by =zllocating productlicen to the wells on tn

[

W

vasis of pericdic well tests that correlatlive rignis will Le pro-
teated.
Q Will the commingling of this production affect the value
of the commingled nroducticn? |
A I estimate that it wiil reduce the value by approximatelJ{

124 per day.

Q Were the exhivits and attachments tTherein prepared by you?

A They were,
MR. NEWMAN: We would like to offer that exhibit.
MR. NUTTER: Pan American's Exnibit No. 1 in Case 2204
will be admitte”.
MR. NEWMAN: Tnat is all the .direct.
MR. NUTTER: Any gquestions?

BY MR. PAYNE:

Q What is the producing czpacity of the well which is shut
in?

A As far as I know 1t is zero, or below ifts economic limit.
That was a number of yeors ago.

0 A thn

~
Ry reew)

Yy
ct

agc o reis of uwli per day [or tne

otner wells is based on whaiu?

A December, 1960, oroduction.

Q Is this aiso g fee lease®

o TR
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DEARNLEY-MEIER REPORTING SERVICE, Inc.

I HONE CH '-6691

ALBUQUERQUE, NEV/ MEXICO

Therefore, the pool in question would be separated from the other

A Mhisis a fee Lease, yes, sir.

M TY. o sen
o PRV IS

fan Amerlcin nave any proposed plans to waterfiood
elther zoue?

A There are no plans at present. 1 antic.pate that that wi

be studied very intensively in the future.
l Q Assumine . von dn watraneland ~d bl e >

cecome capable of producing 42 barrels of oil per day, you would

then be willing to separately meter the production from each pool?

as you can see, I imagine any secondary recovery project would be

on a cooperative basis or unitization vasis in all probavility.

one, which would remain under Pan American's operation.

BY MR. NUTTER:

Q You stated there was a 1/8 royalty interest on tnis lease]

1/8 of T/8 owned by landreth?

owns 1,8 of 7/3 undera net profit account..

Q Pan American will notify the Sanuta Fe Office of the

Tr3 e o P O T -
rid v adLauwdule!
A If you so direct.

MR, NUPTER: Any further gquestions of pir. Sandidge? He

R

- P L RO 3 SAraw viAL ML L LAW H

A This area is pretty well split up among various operatorsp

Par. Anmerican owns T7/8 of Penrose-Skelly, 7/8 of Drinkard lease 1e87~,

A Pan American owns 7/8 of 7/8 of the Drinkard, and Landreth

Commaission in the event either one of these zZones become capable of

s

-3

Lmay ve exesed. Do jou nave anything further in whis case  Me.
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DEARNLEY-MEIER REPORTING SERVICE, In

t{ HONE CH 3.669!

ALBUQUERQUE, NEW MEXICO

L

Newnan?
MR, NEMAN: Thav is aol.

MR. NUTTER: Take the case under aadse.aent.

STATE OF NEW MEXTCO )
COUNTY OF BERNALLLLO )

1, JUNE PAIGE, Court Reporter, do herevby certify that the
foregoing and attached transcript of proceedings before the New
Mexico 0il Conservation Commission at Santa Fe, New Mexico, i8 a
true and correct record to the best of my knowledge, skill and
avility.

IN WITNESS WHEREOF I have affixed i:; hand and notarial seal

this 9th day of March, 1961.

My Commission exgires:

iy

May 11, 1964,
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