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OIL CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE, NEW MEXICO

June 15, 1955

Shell Oil Company
P.C. Box 1957
Hobbs, New lexico

Attention: . E. Owen

Gentlemens:

We enclose a copy of Urder R-644 issued on June 13, 1955, by
the 0il Conservation Commission in Case 878, which was heard
at the April 20th hearing upon your company's application.

Jery truly ydurs,

We Be Macey
Secretary - Director

WBM:brp
Enclosure
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Refer Reply To:
011 & Gas Royalty Div.

Shell Ci11 Company
F. 0. Box 1957
Hobbs, New Mexico

Att: Mr. W. E. Owens
Division Manager

Gentlemen:

~

With regard to your lettcr dated February 17th, r»~m°
hereby granted you by tne State Land Office tc Couuwaing.e ruture
production from all Shell wells to bes iocated on State leases
NM-1269 and NM-1361, subject to arproval by the 01l Conservetion
Commission. The usual procedure is to reguest a hearing from
the 011 Conssrvation Commission.

No separate accounting of royalty by the indivi.ual lease numbers
will be required, however, couiasviiaatea .cports of producilon ana
pipecline runs must indicate separately thereon the production and
pipeline runs from individual wells, as is done where more than
one well is located on the same original lease. All forms =zni
reports should bear both lease nurbers. This is for your vrotec-
tion as well as for the benefit of our records, so that no lease

could be cancelled in error.

It is understood that tne central tank battery will incluae
adequate tankage and other e.ulpment so that the production from
each well can be accurately determined at reasonable Intervals.
No well on the above described leases shall at any time be
permitted to produce at a rate in excess of the ton allowable

as fixed by the 0il Conservation Commission.

Very sincerely yours,
L trachd
o E. S. WALKEH

et i — Commissioner of Public Lands

e
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Box 1957
Hobbs, New Mexico

February 25, 1955

Subjeet: Centrelization of Tankage
Shell State Leases 1iM-1260 (m10Ll )
and NM~1361 (B~1667),(laudil)l Fleid
3ecticn 16, T=l5=3, f=30ek, LIFR
iea County, New Mexico

Hew Mexico Uil Conserwvation Commission
Po Ua Box 871
Santa Fe, lew Hexico

Gentlemen:

Thz Shell Oil Company nas initiated development of a “tate oil
lease in the Caudill (Devonian) F with the number one well currently
drilling below 13,000 feet in the SE/h Nw/L of Seetion 16, Tel5=3, m3bmi,
1P, Lea Uounty, Kew Mexigo, This lesse is Shell's State N1=126G (New
Hexigo “tute i»l04k), which consists of an 80~scre tract and a 240-scre
trast in Jection 16, Further development is planned for NM-1269 as well
as 3tate lesse :M=1361 (New Maxico State ~1667), an S0waere lease con-
sisting of two LO=acre tractas in the N/2 of Sestion 16, Those lesse Loide
ings and the drilling well are showm on an sttached plat,

in view of the attructive saving in initial capital investnent
costs and operational expense over lease life of centralized battery facilie
ties as corpared with a tank battery em each trast, we propose to wtilize
centralized storage facilities for Shell wells drilled in Ssotion 16 (w1269
and HM=1361;, with the facilities to be located at s favorable location in
the N/2 of Seetion 16. As advised by Mr, S. J. “tanley, inzineer District 1,
lew Mexico Uil Conservation Commission, Hobbs, New Yex‘co, and iy, W, B, Hacey,
Seeretary and lirestor, New Hexiso Oil Conservation Comaission, anta Fa,
New Mexicu, the tate Land Office was consulted regarding the subject conw
tralization of tankage by letter dated February 17, 1955, in which permission
was requested to commingle future produstion from all Shell wells to be
located on ‘tate leases NE-1269 and NM~136) and completed in the sume pay
formation., A copy of the affirmative reply by $he State lLand Uffice dated
February 21, 1955 and signed Ly ¥r. Es S. Walker, Commissioner of Fublie
Lands, is atrached, In this letter, perwissicg was granted to comuingle
future production from the Shell 3State leases im Seetion 156, subjeet to
approval by the New Mexico 0il Comservation Commission,

511 Gil Conservation Commission rules and regulations will be com=
plied with in the centralized handling of eil, insluding Rule 309 regarding

ILLEGIBLE



New Mexico Ull Conservation Jommission
Page 2
Febpruaary 25, 1955

central tank batteries, Ko more than eight units will bhe handled in the
same tan: battery without prior spproval from your office. ideruate
tankage and testing facilities will be installed se that the production
from each well can be accurately dstermined at reasonable intervals,

In the event that six wells are campleted as producers on the
subjeet leases, it 1s estimated that the initial capital investment for
surface equipment utilising commem, centralized storage will be approxi-
rately 32,000 less than the total eost which would be requirsd with a
tank batiery on eash producing trest, An advantege of a central tank
battery in addition to the monetary seving in investment and normal orers~
ting expense is the faet thal centralised storege is more roadily adapted
to automatic or semi~sutomatic aomtrel,

Shell's first well in the Caudill Field is nearinz completion,
The aforementioned investment saving is partially dependent upon knowing
at the iire of thls initial well completion that the centralized tan!: bate
tery to serve the subjest leases meets with the Commiseion's approval,
Iherefore, 1f this plan meets with your approval, an early reuly is
rﬂq&estédo

Yours very truly,

Jiiaial. SIGNES
BY W, E. owew

é& e Eo Owen
OC:FPD Division #anaper
%tﬁachmmﬁ;s

ec: lew rexico 0il Conservation Comadesion (w/attach.)
ﬁl"q {.; g‘)f‘i 2@1;5
Hdobbs, ew Fexleo

bece: Production lanager - ¥idland

ILLEGIBLE
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Box 1957
Hobbs, New Mexico

February 25, 1955

subjects Centralizaticn of Tankage
Shell State Leases [1%=-1269 (H-1044)
and ~1361 (&-1667), Caudill Field
Section 16, T-15-3, H=36-i, WilPH
Lea County, New Mexico

New Mexico Uil Conservation Commission
P, 0. Box 871
Senta Fe, Hew Eexico

Gentlemen:

The 5Shell 0il Company has initiated development of a State oi
lease in the Cauadill (Devenicsn) Fleld, with the number one well currently
drilling below 13,000 feet in the SZ/L Ni/L of Section 16, T-15-3, [-34-E,
WP, Lea County, New Mexico. This lease is Shell's State ili~1269 (New
Mexico 3tate (3-104LY, which consists of an 80-scre tract and a 240-acre
tract in Section 16. Further developmen%:iswpignned for NMi-1269 as well

i,

SR v -~ - 1 . ' — ‘
as State lease 11-1361 (New Mexico State(E~1057), an 80-acre lease con-
sisting of two LO-acre tracts in the N/2 ofSection 16, These leace hold-

irgs and tine arilling well are shown on an attached plat.

In view of the atiractive saving in initial capital investnent
costs and operstional expense over lease life of centralized battery faciii-
ties as coupared with a tank battery on each tract, we provose to ubtilize
centralized storage facilities for Shell wells drilled in Section 16 (iM=1269
ard NM-1301), with the facilities to be located at a favorazodle location in
the N/2 of Section 16, 4s awvised by kr. 3. J. Stanley, Zngineer District 1,
Hew Mexico Uil Conservation Commission, Hobbs, New Mexico, and ir. W. B. Llacey,
Secretary and Director, New liexico (il Conservation Commnission, 35aznte Fe,

New llexicu, the State Land Gffice was consulted regarding the subject cen-
tralization of tankaze oy lelter dated February 17, 1955, in which permnission
wes recuested to commingle future production from all Shell wells to be
located on State leases NI=-1:69 and NM-1361 and completed in the same pay
formation. 4 copy of the afiirmative reply Ly the State Land Office dated
February 21, 1955 and signed by . H. 5. Walker, Commissioner of Public
Lends, is attached. In this letter, permission was granted to commingle
frture production from the Shell State leases in Section 16, subject to
approval by the New lMexico (il Conservation Commission.

411 Cil Conservation Commission rules and regulatlons will be com—
rlied with in the centralizec handling of oil, including Rule 309 regarding



New Mexico 01l Conservation Jonmission
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central tank batteries., No nore than eight units will be hancdled in the
seme tanik battery without prior approval from your office. Adequate
tankage and testing facilities will be installed so that the production
from each well can be accurately determined at reasonable intervals,

In the event that six wells are completed as preducers on the
stbject leases, it is estimated that the initial capital investment for
surface equipment utilizing comson, centralized storage will be approxi-
mebely 332,000 less than the total cost which would be required with a
tank battery on each producing tract, An advantage of a central tank
bettery in addition to the monetary saving in investment and normal opera-
ting exvense is the fact that centralized storage is more readily adapted
to automatic or semi-automatic control.

Sheil's first well in the Caudill Field is nearing completion.
Tre aforementicned investment saving is partially dependent upon rriowing
at the time of thils initial well completion that the centralized tank balb-
tery to serve the subject leases meets with the Commission's approval.
Trerefore, if this plan meets with your aopvroval, an early reply is
requested,

Yours very truly,

s

W, &, Owen
Division lManager

Attachments

cc: iew iexico Oil Conservation Commission (w/attach.)
P. 0. Box 2045
dobbs, kew kexico
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L 5 WALKER '
COMMENIONSR OF PUBLIC LANDS f
Refer Reply To: , t
011 % Gas Royalty Div. DHT
February 21, 1955 ,/’/& @ﬁﬂ :
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Shell Cil Company Caudill Field
F. 0. Box 1957
Jotbs, New Mexico
Att: Mr. W, E. Owens
Division Manager
Jentlemen: B
J witn regard to youL'TettsL dated February 17th, r~>" e
404- nereby granted you by tne State Land Office te (uiuningie ruture
F o, .

g

- »roduction from/all Shell wells to be located on State leases

AM-1269 and -NM=-1361) subject to approval by the 0il Consecrvetion
Commission. The usual procedure 1s to request a hearing from
she 011 Conssrvation Commission.

No separate accounting of royaltyvy by the indiv..:al lease numbers
will be required, however, cousviigatea .sports of production ana
pipecline runs must indicate separately thereon the production and
pipeline runs from individual wells, as is done where more than
one well is located on the same original lease. All forms =n:
reports should bear both lease numbers. This is for your vrotec-
ttion as well as for the benefit of our records, so that no lease
could be cancelled in error.

It is understood that tne central tank battery will incluac
adequate tankage and other eiuipment so that the production from
each well can be accurately determined at reasonable intervals
No well on the above described leases shall at any time be
permitted to produce at a rate in excess of the ton allowable

¢s fixed by the 0il Conservatlon Commission.

Very sincerely yours,

Eltrachn_
E. S. WALKER
Commissioner of Public Lands

TCFSW*o0ecdb



3ox 1957
HAobbs, He« ¥exico

February 17, 1955

STIani TuE ubJect: Tentrallzation of Tanxage
GIL ¢iov ety “hell Leases Hie1369 (iml04d)
}! S el AL and N6-1361 (1=1667) :
: S N0 i Caudill Field, ‘ection 16, [=-15=3,

CASE S He 6w, HYTH, lea Tounty, Jew exico
Tre e e L@IAET

Commissioner of fublic Lands
Tunta re, dew Pexies

au hoave initiated development of 2 State oil lsase in the audill
(evonianj rieis, with the Xo. 1 well currently drilling veolow 12,700 feet
in the /4 b/l of Jsetion 1o, T=15=3, ie3beh, 34 iea lounty, ew Yexlco,
This well is ¢n hell's tate lesse NM-1267% {Mew Mexiso “tate ==1044 ), wiich
consisnts of an “Jeacrs tract and 2 240-acre tract in “eeticn 16, ‘rurther
development. 18 pilanned for this lease as well as “tate lease 141361 (lew
Yexico itate :=1607), an “Ueacre lese con=zisting of two L0-acre tracts in
the ¥/2 of ecti-n 16, inese leame holdings and the drillin. well are shown
on an attached plat,

e provese Lo ubtilize cenlralized ol tresting and storage facili-
ties for "nell #ells drilled in Recticn 16 (WM=1469 and 1W=l3hl,, with the
faciiities Lo be located at a favorable locaticn in the 5/ of " sciion 16.
In view of tho attractive saving in initial capitsl investmant cost and
operational =xoecse over life of centralizsd battery facilities as compared
with 3 banx batiery on sach tract, we recusst the rermission of your sfrice
to commin.ie future production from ali ‘hell walls to be locaied on tate
leases [ -1.69 and HY=1351 and completed in the sams pay forration., after
gour permission nssd bean ootained, the dew raxico il Conservatiocn ozmise
sion wlil be cunsulted on thelr re iiremenys regarding com on storage for
the subjlzel Lracts,

“n advantage cf centralized storage In addition to the afore-men-
ticned momoatary saving In investment for lasse facilities and rormal onerating
expense is the facht that centralized storage is more readily adarted Lo auto-
zatic or sesxl-a:toratic control.

ILLEGIBLE
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“ince cur first well will be completed in the near future, an
sarly recly irw your office will be appreciated.

Yoeurs very truly,

e e iLMWen

ivision %aﬁéxfer

~ttachment

bcr:: Yproduction Manager - Midlamd



