
O I L C O N S E R V A T I O N C O M M I S S I O N 
P. O . B O X 871 

SANTA F E , NEW MEXICO 

June 15, 1955 

Shell Oil Company 
P.O. Box 1957 
Hobbs, New Mexico 

Attention; vv. E« Owen 

Gentlemen: 

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

Very t r u l y yours, 

W. B. Macey 
Secretary - Director 

WBM:brp 
Enclosure 
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STATE LAND OFHCE 
•k . .•5 j 

LIWAUCH 
COMMNWONM O* PUMJC UNM 

Refer Reply To: 
O i l & Gaa Royalty Div. 

S h e l l O i l Company 
F. 0. Box 1957 
Hobbs, New Mexico 

A t t : Mr. W. E. Owens 
D i v i s i o n Manager-

Gentlemen: 

With regard to your l e t t e r dated February 17th, r ^ - ~ ' 
hereby granted you by t.ne State Land O f f i c e to cg;.Mniigxe l u t u r e 
p r o d u c t i o n from a l l Shell w e l l s to be located on State leases 
NM-1269 and NM-1361, subject to approval by the O i l Conservation 
Commission. The usual procedure i s to request a hearing from 
the O i i Conservation Commission. 

No separate accounting of r o y a l t y by the i n d i v i d u a l lease numbers 
w i l l be r e q u i r e d , however, c o u i u i i a a t e a reports of production ana 
p i p o l i n e runs must i n d i c a t e separately thereon the production and 
p i p e l i n e runs from i n d i v i d u a l w e l l s , as i s done where more than 
one w e l l i s located on the same o r i g i n a l lease. A l l forms and 
rep o r t s should bear both lease numbers. This i s for- your protec­
t i o n as w e l l as f o r the b e n e f i t of our records, so that no lease 
could be cancelled i n e r r o r . 

I t i s understood t h a t tne c e n t r a l tank b a t t e r y w i l l include 
adequate tankage and other equipment so t h a t the product!on.from 
each w e l l can be ac c u r a t e l y determined at reasonable i n t e r v a l s . 
No w e l l on the above described leases s h a l l at any time be 
pe r m i t t e d t o produce at a r a t e i n excess of the ton allowabJe 
as f i x e d by the O i l Conservation Commission. 

Very s i n c e r e l y yours, 

A ' . / E. S. WALKER 
* - '' — Commissioner of Public Lands 



IN V 

February 25, 1955 

Bex 1957 
Hobbs, Hew Mexieo 

Subject} Centralisation of Tankage 
Shell Stata Leases 
and HPt-1361 (l*l©£7),U&ttdill 
Motion 16, T-15-S, ft-j 
Lea County, Nev Mexioo 

New Mexico Oil Conservation Cowaiselon 
P, 0, Box 871 
Santa Fe, Sew Hexico 

Gentlemen: 

Ths shell Oil Company haa initiated development of a State oil 
lease in the Caudill (Devonian) Field, with the n«Bber one well currently 
drilling below 13,000 feet in the 9M/% m/k of Seetlon 16, T-15-S, tt-36-S» 
!JKFK, Lea County, Hew Mexioo* Thle lease la Shell*a State HM-1269 (Wow 
Mexieo Stat© S-1Q4&5, which consists ef an SO-acre tract and a 240-acre 
traet In Action 16, Further aevolojWiarit. Is planned for KM-1269 as well 
aa State leaae iiI4»136l (Hew Kaxico State 3-1667), aa ^G-aere lease con­
sisting of two AO-acre tracts in tke %%fH sf 5eation 16, These lease hold­
ings and tho drilling veil are shorn oa an attached plat* 

In view of th© attractive awing in Initial capital investment 
costs and operational expense over laaaa l i f » of centralized battery faci l i ­
ties aa co.:;pared with a tank battery ea each traet, we propose to utilize 
centralised storage facilities for Shall wells drilled in Section 16 (NH-1269 
and MM»136l), with the facilities to be located at a favorable location in 
the N/2 of Section 16, As advised by Hr, 8, J . Stanley, Sigineer Dis trio t 1, 
Mew Mexico Oil Conservation Coanlsalaft» Hobbs, Sew Mexico, and Kr, rf. B« Macey, 
Secretary and Director, New Mexieo Oil Coneervatioa Cosodsslon, 3anta Fe, 
Hew Mexico, the state Land Office was consulted regarding the subject cen­
tralisation of tankage by letter dated February 17, 1955, ln which permission 
was requested to ooasingle future production from al l Shell wells to be 
located on State leases NB-1269 and »l«136l and coopleted in the same pay 
formation. A copy of the affirmative reply by the State Land Office dated 
February 21, 1955 and signed by Mr. S* 3* walkar, Coamissioner of Public 
lands, is at ached. In thia letter, paradesloa was granted to commingle 
future production froa the Shell Stata leases la Section 16, subject to 
approval by the New Mexico Oil Conservation Coaaission, 

411 Oii Conservation Ceaalssioa rules and regulations will be com­
plied with in the centralized handling of ail* Including Rule 309 regarding 

ILLEGIBLE 



Haw Mexico Oil Conservation lofjsoieslon 
Page 2 
February 25, 1955 

central tank batteries* Ho nor* than eight units will be handled in tbe 
same tank battery without prior approval froa your office* Meouate 
tankage and testing facilities will ba installed sa that the production 
froa each well can be accurately datarmlaad at reasonable intervals. 

In the event that six walls are coaplsted as producers on the 
subject leases, i t is estimated that th* initial capital investment for 
surface equipment utilising coanon, centralised storage will be approxi­
mately a32,0G0 leas thaa the total cost which would be required with a 
tank battery on each producing tract, Aa advantage of a central tank 
battery in addition to the aonetaiy eaviag In investment and normal orcra­
ting expense is the fact that centralised storage is aore readily adapted 
to automatic or sejai-autoraatic control* 

Shell's first well in the Caudill Field is nearing completion* 
The aforementioned investment saving la partially dependent upon knowing 
at the i i m of thia initial well completion that th* cantrallaod tank bat­
tery to serv® the subject leases seats with the Commission's approval. 
Therefore, i f this plan meets with your approval, an early reply is 
requested. 

Yours very truly, 

SY w. e. cm* 

W, E, Owen 
;OC:PD Division Manager 

Attachments 

cc t Mew ; exico Oil Conservation CosadLsaion (w/attach.) 
V, G. Box 2045 
Hobbs, hew t-exico 

bcc: Production Manager - Midland 

ILLEGIBLE 



Hobbs, New Mexico 

February 25, 1955 

Subject: Centralization of Tankage 
Shell State Leases Nit-1269 (E-1044) 
and Kl-1361 (3-1667), Caudill Field 
Section 16, T-15-S, R-36-S, HMPM 
Lea County, New Mexico 

New Hexico Oil Conservation Commission 
P. 0. Box 871 
Santa Fe, New Mexico 

Gentlemen: 

The Shell Oii Conpany has i n i t i a t e d development of a State o i l 
leiase i n the Caudill (Devonian) Field, with the number one well currently 
d r i l l i n g below 13,000 feet in the SE/U IM/k of Section 16, T-1S-S, R-36-E, 
Nl-iPIC, Lea County^New Mexico. This lease i s Shell's State NM-1269 (New 
Mexico State(S-IO/S.^, which consists of an 80-acre tract and a 240-acre 
tract i n .Section 1~5. Further development is-.-^lanned for MM-1269 as well 
as State lease NM-136I (New Mexico State(E-166?), an 80-acre lease con­
sisting of two 40-acre tracts i n the N/2 of~SelStion 16. These lease hold­
ings and the d r i l l i n g well are shown on an attached plat. 

In view of the attractive saving i n i n i t i a l capital investment 
costs and operational expense over lease l i f e of centralized battery f a c i l i ­
ties as coapared with a tank battery on each tract, we propose to u t i l i z e 
centralized storage f a c i l i t i e s for Shell wells d r i l l e d i n Section 16 (NM-1269 
ard NM-I36I), with the f a c i l i t i e s to be located at a favorable location i n 
the N/2 of Section 16. As aavised by Mr. S. J. Stanley, Engineer Di s t r i c t 1, 
New Mexico Oil Conservation Commission, Hobbs, New Mexico, and Mr. W. 3. Macey, 
Secretary and Director, New Mexico Oil Conservation Commission, Santa Fe, 
New Mexico, the State Land Office was consulted regarding the subject cen­
tra l i z a t i o n of tankage by l e t t e r dated February 17, 1955, i n which permission 
was requested to commingle future production from a l l Shell wells to be 
located on State leases NM-I269 and NM-13&1 and completed i n the same pay 
formation. A copy of the affirmative reply by the State Land Office dated 
February 21, 1955 and signed by Mr. S. S. Walker, Commissioner of Public 
Lands, is attached. In this l e t t e r , permission was granted to commingle 
future production from the Shell State leases i n Section 16, subject to 
approval by the New Mexico Oil Conservation Commission. 

A l l O i l Conservation Commission rules and regulations w i l l be com­
plied with i n the centralized handling of o i l , including Rule 309 regarding 



New Mexieo Oil Conservation Commission 
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February 25, 1955 

central tank batteries. No more than eight units w i l l be handled in the 
same tank battery without prior approval from your office. Adequate 
tankage and testing f a c i l i t i e s w i l l be installed so that the production 
from each v/ell can be accurately determined at reasonable intervals. 

In the event that six 'wells are completed as producers on the 
subject leases, i t i s estimated that the i n i t i a l capital investment for 
surface equipment u t i l i z i n g common, centralized storage w i l l be approxi­
mately • 32,300 less than the t o t a l cost which would be required with a 
tank battery on each producing tra c t . An advantage of a central tank 
battery i n addition to the monetary saving i n investment and normal opera­
ti n g expense is the fact that centralized storage i s more readily adapted 
to automatic or semi->automatic control. 

Shell's f i r s t well i n the Caudill Field is Hearing completion. 
The aforementioned investment saving is pa r t i a l l y dependent upon knowing 
at the time of this i n i t i a l well completion that the centralized tank bat­
tery to serve the subject leases meets with the Commission's approval. 
Therefore, i f this plan meets with your approval, an early reply is 
requested. 

Yours very t r u l y , 

;J. E. Owen 
Division Manager 

Attachments 

cc: New Mexico Oil Conservation Commission (w/attach.) 
P. 0. Box 2045 
Hobbs, New Mexico 



STATE LAND OFFICE 

LlWAUCOt 
OP PUMJC LAMM 

Refer Reply To: 
O i l 5c Gas Royal ty Div 

S h e l l O i l Company 
P. 0. Box 1957 
lobbs , New Mexico 

February 2 1 , 1955 

5 

A t t : 

•lent lemen: 

Mr. V. E. Owens 
D i v i s i o n Manager 

With regard to your l e t t e r dated February 17th, — • 
hereby granted yo-u by tne State Land O f f i c e to <.^.iiL±n^±e l u t u r e 
•production f r o m / a l l Shell w e l l s to be located on State leases 
AtM-1269 _and^ NM.-I361 * subject to approval by the O i l Conservation 
Corrmission. The usual procedure i s to request a hearing from 
"she O i l Conservation Commission. 

No separate accounting of r o y a l t v by the i n d i v i d u a l lease numbers 
w i l l be r e q u i r e d , however, con^oxiaaiea reports of production ana 
p i p e l i n e runs must i n d i c a t e separately thereon the production and 
p i p e l i n e runs from i n d i v i d u a l w e i l s , as i s done where more than 
one w e l l i s located on the same o r i g i n a l lease. A l l forms ana 
repo r t s should bear- both lease numbers. This i s f o r your protec­
t i o n as w e l l as f o r the b e n e f i t of our records, so tha t no lease 
could be cancelled i n e r r o r . 

I t i s understood t h a t tne c e n t r a l tank b a t t e r y w i l l i n d u c e 
adequate tankage and other equipment so t h a t the production from 
each w e l l can be ac c u r a t e l y determined at reasonable i n t e r v a l s . 
No w e l l on the above described leases s h a l l at any time be 
permi t t e d t o produce at a r a t e i n excess of the ton allowable 
as f i x e d by the O i l Conservation Commission. 

Very s i n c e r e l y yours, 

E. S. WALKEh 

Commissioner of Public Lands 

IC:ESW:ocdb 



3ox 1957 
Hobbs, Um Mexico 

February 17, 1955 

p.-—-; n-r ubjsct: Centralization of Tankage 
CIL 0 'i :•' ' .." SSICN "hell Leases NIWL269 (h-1044) 

•• : - ••- _̂ and KJ-1361 (i->l667) 
••_ f DCIwoif -; Caudill Field, :Motion 16, 1-15-3, 

/ ^- j R-36-E, ift-'PU, Lea County, ?'ew Mexico 

>T. . . '.'.aiiier 
Coaaissioner of Public Lands 
S^nta re, New Mexico 

ss.r i r ; 

we h.-.tvs in i t i a ted devalopaent of a Mtate o i l lease in the Caudill 
(' evonian; ris^-a, with the Ho. 1 well currently d r i l l i n g below 12,700 feet 
i n tha :.2fu h:-/U of .-'action i o , X-15-^, B~3o-ii, NXFK, lea County, hew Mexico. 
This well i s cn : nel l ' r . '-tate leaee NM-1269 (New Mexico .'-tate M-1044), which 
consists of an 10-acre t ract **nd a 2iG-acre t ract i n Section 16. i-urther 
development ia planned f o r this lease as well as -tate lease f M-1361 (iiew 
Mexico :5tate ::~1667), an ^o-aere le ise consisting of two 40-acre tracts i n 
the M/2 of '>ecti'jn 16. "ioese lease holdings and the d r i l l i n g weU are shown 
on an attached pla t . 

e propose to u t i l i z e centralised o i l treating and storage f a c i l i ­
t ies for 'he l l weils d r i l l ed i n Section 16 (NW-1269 and hV—1361;, with the 
f a c i l i t i e s to be located at a favorable location in the %/2 of ection 16. 
In view of the attractive saving i n i n i t i a l capital investment cost and 
operational ax£«nse over l i f e of centralized battery f a c i l i t i e s as compared 
with a tan-: battery on each t rac t , we reouest tha permission of your o f f i c e 
to coBBJin*;ie future production from a l l . 'hell wells to be located on i tate 
leases -1269 and fM-1361 and completed in the sarao pay f o r r ^ t i o n . a f t e r 
your permission has mm obtained, the Mew Mexico Oi l Conservation Coaais­
sion w i l l be consulted on their requirements regarding com- on storage for 
the subject t racts . 

•'.n advantage cf centralised storage i n addition to tne afore-saen-
tioned monstary savins i t i investment for lease f a c i l i t i e s and r.orsaal onerating 
expense is the fact that centraliaed storage is more readily adapted to auto­
matic or 3es.i-a-.ttorotic control. 

ILLEGIBLE 



r. ..... . 'aiker - 2 - .February 17, 1955 

'•'lace our f i r s t wall w i l l be completed i n the near future, an 
early reply i'n'Sx your office w i l l be appreciated, 

yours very t r u l y , 

ev 
"•!, Owen 
i i vision hana^er 

attachment 

BQG:FD 

J^cc: Production Manager - Midland 


