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BEFORE THE
OIL CONSERVATION COMMISSION
HOBBS, NEW MEXICO
APRIL 13, 1961

"IN THE MATTER OF :

CASE 2243 Apvlication of Gulf 01l Corporation for :
sn smendment of Rule 309 (a). Applicent, :
in the above-styled cause, seecks an :
amendment of Rule 309 (a) to permit the
installation of lease automatic custody :
trensfer equipment without the necessity :
of notice and hearing. :

BEFORE:

i
|

A. L. Porter
TRANSCRIPT OF PROCEZEDINGS
MR. PORTER: The hesring will come to order, nlease.
'We will proceed at this time with Case 2243.
Before we set uncderway with the testimony I would like

to call for zppearances.

ME. BUELL: Guy Buell, Pan American Petroleum Corpo-

;ration.

MR. BUSHNELL: H. T. Bushnell, Amerada.

MR. ANDERSCN: R. M. Anderson, Sinclair,

MR. ROBINSON: ¥d Robinson, Texaco Incorvnorated.

MR. Mc GANNON: R. L. McGannon, Standerd 0il Comvany of
Texas.

MR. PORTER: Mr. Kastler 1is the district lawyer for

Gulf 011 Company, Roswell district. Mr. Kastler, the Cormission

|
|
!
|
|

|
i
|
|
I

{
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ér600qnizes you at this time.
| MR. KASTLER: Mr. John H. Hoover.
MR. PORTEX: Mr. Hoover, come forward and be sworn.
(Witness sworn)

DIRECT EXAMINATION

Q Would yvou state your name, whers vcu reside, oy
what comneny you are employed and yovr position.

T T=

A ~Juohn floover, Roswell TFew Mexico, 5ulf Cornorstion

Production Engineer.

Q

v

As Gulf Production Eneineer, Mr. Hoover, have you
‘previously appeared before the New Mexico 0il Commission and
testified particularly in regard to automatic custody transfer
systems?

A Yes, sir.

Q Are you familiar with all of Gulf 0ilts automatic

custody transafers in N:zw Mexico at this time?

A Yes, 3ir,

MR, KATTLOR:  fre the wlitness's gualificstions zccented
by the Jommission?

MR, PORTR:  Yes.

Q MR, XASTL.ZR: Would you cutline what ~ulf 011 is
seekine in Shis aonolicsetion?

Q

A We are gakineg for a considerstion of the revision

of Statewide Rule Ko. 309 to establish a procedure for adminis-
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|
]

trative aporoval of automatic custody transfer systems.

Q Why are you scekines this?

A We feel that in the past there have been numerous
ACT installations that have bheen spproved and installed tha® have
;been gimilier in design to our own case. We had 10 ACT hearincs
in 1960, snd each of the hearinss involved the sarie basic aqulpment

for the ACT. We have #xhibit 1 which 13 a revoresentative sample

of the ACT equipment, and exhibit that we use in each one of these
heerincs. The ACT starts at the outlet of the surge tank where it
is tresnsferred tc pipe lines on this exhibit. We had surge tanks
which were not merely part of the 2T, but we started with that
becauss we had some controls. We had a hich level 2nd a low level

switch to start sndstop the nump, 2nd in some cases we inshtalled

}emersency hizh level switches which would shut in the event of

full storage. 1I- other instances we utilized emergency hizh level

sWwitches but in the alternstive we provided for overflow to addit-

ionel storesce tank.

The next term to be used in #xhibit 1, zoing throush
.basic equioment which I mentioned before and which was similar to
ours - - 1n each one we have a pump strainer, 2 oroportioning type
sampler, & meter with a non-reset counter, safety shutdown switech
and stop counter, lease shut-in valve connector for provins the
meter. We further helieve thet the hearings sre time consumine
and expensive to the producer 2s well as %o the Commission snd we

feel that administrative avnoroval can be siven for sutometic custod:
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 transfer system installations. There is a matser of timine in

jJe
0]

that - - for example you hesve oroceedings on the lease, onc 1t

~desirable if you can out the Tinal battery in initially and we

have found from experience that 1t can take from four to six wesks

| - .
from the time of spplication until apnroval, another month “or

|

rmeiline will elapse, or more, to order the materisl and ~ettine

|

iit installed, sco therefore you have two or two and one h21lf months
1

| .

' from the time thet you make anvlication until the batfery is in-

stalled.,

In our opinion, the asdministrative esonroval £ or ACT
could be given in less time than it tskes to make eoplication =nd
get 1t for hearing.

Q Mr. Hoover, what particular provosal or provnosals

This would be a revision to the Statewide Rule No. 309 bub adding'

a subperagraph C. I might say we have some extra copies of the

proposed rule unon the corner table if anybody would like them.

Q Do you wish to offer #Zxhibit N¥o. 2 in this case?
A Yes.
Q Would you read it, plesse.

"RULE 309 - CENTRAL TANK BATTERIGES

(c) The Secretary-Dirsctor of the Commission shsll have

|

' does Gulf hope to be sdooted for the accomplishment of thls purpose?

A We have our oroposal which is marked Exhibit Yo, 2.

!

authority to grant exceptions to Rule 302 {(e2), to permit

the use of automatic custody transfer equioment without
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notice or hesring, provided spplicetion for adminis-

trative aporoval has been filed In due form and such

applicetion conteins the following:

(1)
(2)

—
o~
—

Lease plat.

Schematic sketch of the proposed avtomatic

custody trensfer system indicating the function
4

of each of the various components.

|
' 1
Application states that the provosed installa-l

i
%
tion is basically similar in design =nd ope?aﬁ

|
tion to one previously snproved by the Com- !
N |

|
|

mission, givinz case, order number and date of
!

t
aoproval for the installation. If one not orek

viously approved, comolete descrintion of the
instsllation should be inecluded.

Apolication evidences that the pive line pur-
chaser has aoproved the installation.
Instsllation would incoroorate the use of
gafety shut down devices to shut-in the lesse
in the event of full storsce; or in the al-
ternative, provide sufficient storaze to hendl%

|
the production during the unattended hours, !

Automatic custody transfer eguipment shall in—i

corporete a safety shut down device to nrevent

the delivervy of unmetered oil,"

2:

!

|

|

k
It was our thought that g gsafe ~usrd ageinst 2 malfuncti?n
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‘of the meter would prevent the delivery of oll 1f the meter is not

i
|
gregistering. %
{7) Installation shall have a set-stop counter to stop
the delivery of oil when 11 legel zallowable for
i the month has been run,

The Secretary-Director may, unon his own motion, after

recelpt of the svplication, set the matier for heesrins if, in his

Ecoinion, conditions should be encountered which will tend to involvé
‘waste or impair correlative rizhts.”

Q In your opinion is this proposal adequate nrotectioh
against waste and does 1t protect correlative rishts?

A Yes, in my opinlon it does,. ;

Q Were Exhibits 1 and 2 prepared by you or at your

direction and under your suvervision?

A Yes, sir.

MR, KASTLER: Mr. Porter, that concludes our direct
fuestimony. I would like to move at thils time for acceptance for
Exhibits 1 and 2 into evidence.

MR, PORTER: Without objection Hxhibits 1L end 2 will be

admitted in the record. i

Does anyone have a question of Mr. Hoover?

CRCSS EXAMINATION
BY MR. MORRIS:
Q Caen you be of any essistance in definine the word

]

"similar" as you have used it in pearsgraph 3?
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A Yes, sir. In my opinion, I would say similar - =~ |
|

if we have a pump or a strainer in the system - - in that order - {
and somebody wented to put the strainer in front of the oumn or

put the aerator to it somewhere else, or if the sampler 1is located

at a different place, 1t is still the same sgquipnpment that 1is used,
althouch maybe not In the same order. I would say it is basicslly
similar.

Q Would you say the element then 1s similar in desieon
in incorvorating all the same basic elements, but permits a re-
arrangement of those elements?

A Yes, sir. In considerin~ one installation assinst

‘the next 1lnstailation we have utilized the same egquioment without

the same order and thst would be basically similer.

Q Would it be possible to leave out one of the ele-
ments and still find that it was basically similar®

il I believe you could leave out a pressure gsaure and

it would still bte basically similar. If you left out a pumo, no,

it would not be.

Q Mr, Hoover, still refering to narasrsnvh 3, the

last sertence where you refer to obtainine sporoval where a system

not previcualy aporoved is beinc vproposed, deo you feel Lnet a rule
as you oronose hers is sufficiently cevtain inr eavirine what must
be submitted when thls svprovsl is being 2sked feor? In other w rds
if vou have a system that you are askin~ aoprovel for this rule

dn=z not specify intec what debail d

@

gcription must be oiven of the

i

i
H
i
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“various componants. Do vou feel some amplificetion should he in-

serted here?

|
|
i

A Well, vossibly so. We feel the whole thing should

I

be left oven end maybe the Commission, maybe the nroducer and

Commission - - think it 13 like the one onreviously avnproved it
could be still set for hearing. The possibility is left omen in

that perasransh 3, bvt each producer may have a2 little different

ides.

In ocur own case, all of our 2CT installations are
similar and if we devliate from it, why then we would exvect to
explain it.

Q Mr., Hoover, in the event the Commission should

adopt the rule &s you heve »nronosed it and Tulf was makine an ap-

- olicaticn for an automatic custody transfer system not exactly

similar to one already approved, would it be Gulf's interpretation
of this rule thet the complete description cof the instsllstion

would be submitted to L he Commission fillinz out each detail every

~facet of the installation or just what would be Gulf's intervreta-

tion of what information would be submitted, cenerally snezking?

A It would ve our opinlon that we would make maps of

what we prepared to submit at a hearins,
Q You would submit full information?

A Yes, and we have tezken the attitude that we enre

trying to glve the Commission by application the same information

that we have time after time ziven them at g hearine,
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Q According to your rule it's somewhat indefinite,
18 1t not, just what constitutes a complete description of the
‘installatlon? In otﬁer words, that would be left to everyone's
vardstlick as to what they considered a ¢ ompnlete descrintion of the
installation?

A We are speskinz of the ACT existins in this case.

MR. MORRIS: No further guestions.:

MR. PORTHR: Does anyone =slse heve a question of Ur,

Hoover?
EXAMINATION

3Y MR, PAYNE:

Q Mr, Hoover, refering to varasrssh 5, I notice that
?you would include the use ¢t a safety shutdown device to shut the
lesse In the event of full stors~e. Would this shut in the lease
in 8 well head or header?

A It might% do both.

Q Then, sir, do you propose to pressure test vour

:flow line in the event that you're zoing to shut it in =2t the head-

.er?
A I our case whnere we have the lease ghut-irn valve

we hrve slso.instelled 2 shut-in valve 2t the well., T Shink that

=

nsofar as testins the full line it wouldn't be necessary to test
2ll flow lines. Some mavy hsve hizher pressures than others. It
been our experience in checkins back over s period of shout

4

2 1/2 vears where We have verr accurate records of flow line breaks
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we fond that over thst 2 1/2 year period we only lost 77 barrels
?of 0il in five instances of flow line breaks. And In one of them

:a truck ren over the line.

Q Would you show on your maps, Mr. Hoover, whet the
maximum well hesd shut-in pressure would be?
A It certainly would be done. I don't think that

based on our passed experience thast it's absolutly necessary to go

into the flow line business end of it because we have noworry sbout
the flow line ard we have had no breaks up to this time on ACT

batteries.
Q Refering to the alternative here that you'd have

enough s torage to handle production during the unattended hours,

would —Fou show on your applicabtion what the maximum unathendad

meriod would be? 3

A Yes, sir, theb could be shown. ;
4
i

- . ' |

@ tnd all the meximum throush vut on the system?

A It could »e shown on there. I don't think thst it's

! ) ) :
necessary. It szems like 1f the producer hes an aporoved operator

that should be left to his discretion.
Q It isn't going to do the Commission much good to

know the unattended hours unless they know the cavacity of the

'system, how much c¢il it's going to be pnroducine.
A Yes, sir. TIf the rule - - say vou have that sti-
pulated in the rules, that you comnly with that, it certainly could;

‘be done. I jus: think that it's not necesserv. In other words,
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on & conventional battery we could tell them to vut in 5, 6 or 7 ta

tanks. We put Iin the tanks necessery 5o overate 1t and there's

no difficulty on an ACT battery. If we oput anythineg in - - if we

lose the dollar, we have lost the bisrest vnart of that dollsr. I’di
;like to emphesize that point; if there is any loss, the oroducer
in certsinly the bigzest loser.

Q Comparineg this with a conventional battery, do you

propose to limit this administrative anorovael to a situstion where
no more than 16 proration units are goine to he vproducing throucgh
the system?

r, it's not our intention to limit the well., |

il

A No, s
Q Rule 309 preferably does 1limit it to 16 proration §
%units‘in one bettery. :
! A Yes, sir. We would not make sny chanse there. ‘
| Q Mr. Hoover, as you well know, the Commission ordin-
jarily reoulires meter tests on an ACT. I see nothing in your fule 1
; ‘
%ronosinc that be changed.
| A No, sir. It was our thouscht under onresent nrocedurd
ﬁhen the approval 1s given by order thet meters would he tested
once & month snd reported to the Commission. Under administrative

approval there would be no change in that., Testingwonld still be

éet forth.

Q Under your provosed rule, would aporoval be limited
to situations where only one lease was Iinvolved?
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|
|
i

‘more than one pool were involved? |

“handle this commincled production. Now, are vou coins to show in

Q Administrative spproval coulc also be zrented if

A T was talking sbout gettinege into comminsling, where

I
'

two pools go through the same ACT system.

i
t

Q Yes.

A T believe comminglinq is taken care of by another
order., The commineling part shouldn't even enter into the ACT.

Q Do you think there is a connection in this respect?
Let's assume commingling has besn spproved administratively and it

requirss seperste measurement of the production from esch pool.

Then you come in for administrative s»Horoval of an ACT systism to |

either apolicetion whether your bed oil 1s rerouted baclk throuch
the orocduction meter?

Ja I don't believe that that was intent of our rule. :
We feel that when the oil gets into our ACT unit it is = production

matter and 1t's not in the ACT.

Q How could the Commission determine 1f the bed oil

' was being rerun throusgh a production meter and treated? You

wouldn't show in your commincling applicsation because 1t woulédn't b?
pertinent. Now if you didn't show in the ACT avplication, then
the Commission would never know.

A T believe the order says on comminglins that o
schedule be ~iven of the installastion.

Q Do you provecse to show 1it?
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A Thst !s on the commingling.

Q Wren vou use commineling and not usine ACT, you

. dor't have this problem, so woulé you show then where the bad oil

line coes on your ACT sonlicetion?

A It's nect necessary in my opinion.

Q Now, I noticed that ycu don't have any monitcr on

your diasremmatic sketch., Do you fsel it should be shown when it'sg

fused?

A ‘On an ACT installation a monitor is reauired by
the purchsser.

Q All purchassrs?

A I believe 1t is. There may be some isolated cases;

. however, I believe in the majority of ceses it would be required,

so therefore when you

)

et approvel the purchsser evidences thet

<

he spproves the instsllation #snd it would take care of the mornitor
and so forth.

Q If they don't require g monitor at what filsure do

"you vlace your sset stop counter? At whst fiesure do yovu place your

, set stop counter to prevent over rmninc the allowable?

A That is set at the monthly alloweble.

Q 3o that if & monitor was not reauired =2nd you were

cellverine some ted o©il, you wouldn't sctually be runnine your

allowsble, would you?

A It would be corrected by the sampler, accordins to

‘the sampler, that's richt., You would be a bit less.
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MR, PAYKE: Thank you.

MR. PORT®R: Mr. Hoover, do you know whet the current

practices are by the purchasers of vipe lines conserninz whether

:
i

they set the actusl sllowable fisure in there or whether they allow?

'

e factor for BF&W?

I
TH: WITNESS: No, sir, T dor't know.
MR, PCRTHER: Does snvene else hsve any questions of the
i
witness?
EXAMINATICON
Y MR. MORRIS:

Q Mr. Hoover, these parsgraphs 1 through 7 in vour

Exhibit No. 2 are intended to be zenersl requirements, ere they
1 t

1 i

not? |
A Yes, I would say meinly that would be richt.
Q They were not intended to be svecific and you would%
not contemvlate, would you, that each comvnany would always suEmit

the seme informetion to the Cormissicn on a request for adminis-

 tretive approval?

A It would be very similer, I think.
Q Non't wou feel, Mr. Hoover, thst in some cases the

soplication would have to he sent bsck for rmore snd further state-

ments on some or another particular part of the A4CT that mevbe the

Cormission would reauire, whereas the operaftor in his ocwn mind
imicht have felt the Commiscion would not reguire certein information

"in this regard?
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A Pogsibly. 1
f MR. MCRRIS: Thank you.

REDIRECT RXAMINATION
ZBY MR. KASTLER: -
% ] In peregraph LI you have saldé that the 2onlication
!evidences that the »nipe line »nurchaser hss zoproved the instellstion.
%I quote, "pipe line™ do you mean the pive lire company that is
%connected with the well or parts for whose eccount it's beinz pur-
chased, the oill is being purchased?
A The nipe line company.
MR, X£5TLuR: Thank you.
MR, PORTER: At this time, we are goine to recess the

heering until 1:3C, I will ask tThsat you remove a2ll of your vnapers

t

lend briaf cases “rom the cafeteria becruse it ig bein~ used for the
lunech hour.

(Whereupon recess was takenat 11:25 a.m,)

(Hesring reconveined at 1:30 p,m.)

MR, PORTZR: The hearinz will come to order, nlerse.

We have Mr. Hoover gtill on the witness stsﬁd.

Does 2nyone have a guestion, now? The witness mey be i
excused. C21l Mr. Nutter to the stand.

MR, MORRIS: Let the records show the witness was sworn
in the previous csse.

DIRECT EXAMINATION

BY MR. MORRIS:
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Q Will the witness please stete his name end ~ositio

A Dan Nutter, Chief Engineer for the New Mexico 011l

Conservation Commission.

Q Mr. Nutter in your official capecity have you made

s study of Rule 309 [e¢)?

A Yes, s8ir, I have.

Q As & result of your study, do vou fzel thet

vision of that rule 18 necessery at this time?
A Yes, sir, I believe thet it is. Mr. Hoover
tified this mornine that his comvany zlcne had had 1C cases

volvins automatic custody transfers which involved hearines

tes-

in-

SRS . S0

duvring |

the last year and multinly the number of cases cof thst one major

comovany has hzd by the number of compenies and number of zpplica-

tions that have beer get for hearing snd it does become quite a

financial as well as time consuming burder to both the operators

and Commission.

L

of Rule 3C9 which you could offer as an alternstive to that offered

by Gulf?

o/

Q Mr. Nutter, have you prepared s provosed revision

A Yes, sir.
Q Would you explain in detsil ycur oronosed rule?
A Yes, sir, I will. We started out with Rule

300 -

A. CENTRAL TANK EBATTERIES and used the identical sentence which

is used in the first parrgraph of the existine rule with the ex-

"centicn that where 1t reads "shall not be trenavorted from the
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ileese until received and measured Iin tarks - - " we have sub- i
?stituted it "in s fecility of 2n aporoved desicn located on the |
:1ease. Such facilities shall pgrmit the testin~ of esch well at
reasonable intervals end may be comprised of menually eeuced closed;
%stock tanks for which proper strenning tebles have bheen prepared, ]
iwith a maximum of sixteen proration unit*s producine into said tanksE
ior of sutomatic custody tresnsfer (ACT) equivment, The use of such
iautomatic custodyv “ransfer equipment shall be permitted only after

. . |
complisnce with the following:" i

In the rule we set forth certain orocedures that the

cperator will follow in order to obtein avproval of ACT esuipment

i
i

withous the necessity of e hearing. }
. i
| i

=

Q Mr. Nutter ss I understand 1t, the bassic reaguirement

i
|

of Rule 209 (e) will remsin the same, thet oil must be meesured on
the lesse, but under the present rule it's recuired to be measired
in tenks whereas under the proposed rule it would either he mesgured

9 v

in tenks or In an sutometic custody btrensfer system, is that cor-

rect? .
A Correct.
Q And the sixteen-unit limitstion that 1s now placed
on 309 (a), how will that be chanzed under your pronosed rule?
| A You will notice in the construetion of this para-
ograph you can Insert vnsrenthesis 2round the words startine with !

"menually caused clossd stock tenks™. We heve htwo systems which can

be used to mesgure oll on this lesase, manuslly gesuced closed stock




RVICE, Inc.

'R REPORTING SE

4

DEARNLEY-MEIF.

PHONE CH 3-669)

ALBUQUERQUE, NEW MEXICO

PAGE 19

ftanks with a maximum of sixteen tanks or we heve ACT snd I want to
‘mske that clear, that the sixteen proration units is not intended
{
i
|
i

. to moply to ACT.

Q Why did vou anply the sixteen units limitation when

tenkeze is used rsther than when an ACT is to be used?
A Becauvge of the ACT normally is hendline cil “aster.

You car permit oil to be produced by a sincle facility then by »

'conventlonal tank battery. There 1s e tendercy when you are

‘usinc g conventional tank battery on 2 very large lease to have
.quite g number of lsrgze tenks and there 1s considerable evsnorative:
loss. We feel that there is also a fire hezard when large tank
batteries are constructed which handle more than sixteen wells,

“but with the use of #CT system, 2 lot of this hazard is eliminated.:

Q Mr. Nutter, would you now go into the various pro-

visions and requirements for the use of ACT equipment under your

nroposed rule?

A Yes, sir. P®irat of all, I would like to menticn
thet we prevsred cepies of this chenge sttached to which is o form
106 which we have drswn up for use today in this cese. By reading

Rule No. 309 {(e2) parsoravh 1; i

"l. The operator shsll file with the Commission Form C-106, Notice

of Intention to Utilize Automatic Custody Transfer Bauiomant, and
shall receive aporoveal thereof prior to transferrins oil throuvgh
the *"CT system. The carrier shall not asccent delivery of oil

‘through the ACT system until Form C-10% has been soproved.




PHONE CH 3-669)

R REPORTING SERVICE, Inc.

Al

DEARNLEY-MEIE

ALBUQUERQUE, NEW MEXICO

PAGE 20

§2. Form C-106 sha2ll be submitted 1n quadruvlicete to the e-pro-

!priate District CGffice of the Commission snd shall be zsccompenied

1

{in guadruplicate) by the following:"

I would like to point out that with each one of these

forms, coples of this application don't heve *o be accompanied by
coples of attachment number 1 to each application. The reason for '

coplies, I micht point out, is thst we wruld contemnlate that one

approved copy would be required for the producer, one for the
‘transporter and -one would remein in the District 0ffice flles and
‘one would o o the Senta Te office file.

Ané now reeding subvarscravh (z) ir peragraph 2,
"(a) Plat of the lesse showinz thereon all wells which will be
produced into the ACT system.

(b) Schematic diacrem of the ACT eguipment, showine thereor all

J

major components such nss surge tenks and their capeacity, extrs i
by oy

storsze tanks and thelr capscity, transfer oumns, monitors, re-

[

rovte valves, treaters, ssmplers, strsiners, =ir and zes elimina-

i tors, back pressure valves, meterinc device (indiecatins 57ne and

“capacity, 1l.e., whether automatlc messvrine tsnk, vositive volume

metering chamber, weir-type measurine vessel, or positive displace-

ment meter). Schematic diagram shall also show means emplayed to

prove accuracy of messurine device.

(c) Letter from transnorter acreeing to utilization of ACT system

. as showr on schematic diasram."
{

Those gre the three attschments that would come in with




RVICE, Inc.

SE

DEARNLEY-MEIER REPORTING

ALBUQUERQUE, NEW MEXICO

PHONE CH 3-669)

PAGE 21

ieach aovnlication.
1 Q Mr. Nutter, this attachment that will come in with

‘the epvlications are designed, 2 re they noft, to =ive the Commissionj

211l the information that they would ordinarilvy resuire =2t o hearinq;

l
las we have held in the past on ACT systems?
i

A We feel that the attschments nlus the information

‘that is filed in form No. C-106 would give gufficient informstion.

| Q You have detailed the informestion under verscravnh
3, have you not, =23 to what provisions must be made and that these
provisions must be shown on the form ard these sre explesired under

narasravh 37

A Yes, sir., The provisions that you ineclude in peres-

;
grech 3 (a) throush (h) would be shown either in the schematic

disgrem or in the form C-106 itself.
Q Would vou now go through parassraph 3 coverinc the
individusl orovisions thereunder and explein where necescsary?

A Yes, sir. Parascraph 3 stsrts:

"3, Form C-105 will not be a:roved by the Commission unless the

EACT system is to be instelled and overated in comnlisnce with bthe
following:
fa) Provision must be made Tor accurste determination and
recording cf uncorrected volume snd s»oplicable temnerature
corrected volume. The overall accuracy of the svystem shall
ecual or suroass manvel methods."

I might point out that guite a nvmber of these srs APT

1
{

'
i
{
|

!
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stendards. As g metier of fact, we have geveral publicstions by

|
|
!
%the fmericen Petroleum Institute which we anticipste we will offer

%as exhibits in this case, “he first bein~ API Rulletin 2509 (2)

‘deted Aucust 1956. In this bulletin the API mekes it clear that ]
this is not a stendard but is to be considered as a progress re-
port. ACT was new at this time but this was a progress report on

what has been sccomplished to date in workin~ cut standards for

1 . .
- ACT systers. We also had here a copy of 2 preliminary proof of

jAPI Bulletin 2502 which will when accompsnied bv the API in 211
iQrobebility be recommended vprsctice rather than a2 orocress renort,
New, Bulletin 2502 is expected *o be released sometime this vear.
A lot of lancuage in 2502 is the same as 1in the old 2509 {(a); how-
ever, there have been some chances. This is not to be construed
as a final copy of 2PIT standerds that will come out.

Q Mr, Nutter, would you, in gzoines through these basic

regulrements point out where they do or do not conform to the

specifications of the API? You don't intend that your provisions

. should necessarily be revised 1f the 2°I chances its svecificationsf?
‘We are oproposing this as a rule change in finel form, are we not?
A Yes, sir., If enythine, these narticular chances

should ccme out of the A°I then 1% would be certainly enoronriate

for the Commission tc consider amendine the rile toc onformw ith

H

those,

Q It wouldn't be amended avtomaticslly toc onform?

A No, sir. In paragreph 3, subvaracrsoh (a) it calls:
|
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for either the uncorrected volume and the temperature or the tem-

nerature corrected volume. In the o0ld bulletin that the A?I »nut

. out in '56, they said the sverage temwerature.
Now, reading subparagranh (b):

"(b) Provision must be made for revresentative sampling of the

That is the exact wordins of the 0ld bulletin and slso
the exscs wordine of the new bulletin.

Subparagraph (c¢) reads:
"(c) Provision must be made if required by either the producer or
the transporter of the oil tc =ive adequate ascurance that only

merchantsble 0il is run by the ACT system."

The o0ld bulletin vprovided that a monitor woculd be in-
stallad 1f required by mutusl agreement. The new bulletin resds
that the monitor will be installed if required by either narty in-
stead of either the pnroducer or transvorter of the oil. |

Paragravh (d) 1is worded differently from the API. FHow-

ever, essentially it's the same thine. It reads as follows:

"(d) Provision must be made for set-stop counters Lo stop the
flow of 01l throuc® the ACT system at or nrior to the time the a2l-
lowable has been run. 211 counters shall onrovide non-reset totsl-
‘izers which shsll be visible for inspection st #11 times."

Under naragraph (e), it reads =8 foll ows:
"(e) A1l necessary controls 2nd equipment must he enclosed and

‘sesled, or otherwlse be so srransed as to provide assurance 2cainst

oil transferred for determination of API gravity and BS&W content."

|

|
i
!
I

t
|
i

i
i
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ior evidence of, sccidental or purvoseful mismeasurement resulting
{from tempering.”
i

Q What do vou understand the words "sll necesssry

%
t

controls" to mean?
A Ornly the API cen answer thet. I would say "all
necessary controls" meens all the imoortsnt controls. There are

gsome controls on ACT systems that are certainly necessary, but T

gon't think theret's ary need for 211 this safe cgnardine on them,
so this is the importsnt control, subject to tempering,

Readirng suboaragraoch (f):
_"(f) A1l components of the ACT system shall be vroverly sized to
jensure operation within the range of théir established ratines,

l
*A11l comoponents of the system which reguire periodic celibration

|
|

and/or inspection for oroof of continued accurecy must be readily

accessible. The frequency and methods of such calibration ard/or

inspection shell he &s set forth in Rule BOO—A; =g

!

.celibrastion that would be set forth in Rule 309-2, hL-c.

Under subvarscravh {g) provides:
""{2) The control snd recordins system rmust include adequate fail-
.safe features which will provide assurance scainst mismezsurement
Ein the event of power failure, or the “s3ilure of the ACT system's
component parts.”

That's £#PI. Subparacra»nh (h) - 1 is not 4?7T.

(h) - 1. The 22T system and sllied facilities shall in-

We have inserted this part about the frequency ané methog

e e i i e e e o
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case", thet is where the flowine wells sre roineg %o be shut-in st

clude such fail-safe eavipment a2s may be necessarﬁ,

including hish levelswibohes in thae surece tank
or overflow storage tank which, in the event of
power failure or malfunction of the ACT or other
equioment, will shut down all artifically 1lifted
wells connected to the ACT system and will shut-
in 11 flowine wells at the well-head or at the
hesder manifold, in which lattesr cose all flowlinak
shall be vressurs

ested Lto ot lecet 1 1/2 tinmes

the maximun well-head shut-in pressure »rior to

s

initial use of the *CT system 2nd once esch yesr

thereafter.”

Q There, where you used the words "in which lstter

the hesder manifold?

“the

A That 1s correct.

Peragrepn 2 of section (h) reads:

"2. fs an alternative to the reauirements of psragraph é

{h) 1 above, the producer shell provide snd shell at

all times maintain a minimum of sveileble storare capaci#y
1

above the normal hich workinz level of the surge tank to'

receive and hold the amount of o0il which may be vroduced

during maximum unattended time of lease operstion.”

AV

Q “xplain thers, plesse, what you mean bv the above,

"hish workine level of the sursce tank',
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!
{
i
i
i
¢

trensfersd from the lease to the pipe line. The reason i1t is colled

that is becouse 1t surces up and down to the nins line, comes on

|

éand ~oes off. Ordinarily there is s& hizh workins level =nd a low
workine level on a surge tank with the rance of drainace from that
tank between those two levels, It comes on when the level recches
a hich workine level and soes off and disconnects the “low of oil

from the vipe line when the oil resches the low lsvel. Ordinarily

?there is a variable canacity for storing the oil, 1f the opower
‘should fail, for examole., Now, you can have a high level float
switeh up in the upper vart of that tank whieh will shut-in the
élease in paregraph (h) - 1 sgbove or in your meximum vnattended

|
‘time of lesse operations -~ - that's the time the pumper isn't out

there. Tn case of power fellure, if vour cas»nacity in the surce
tank »lus yourflow capescity in the other tenks thet srs conrected
to the surge tank, 1if that amount of cepacity is sufficient *o

store the cil while power is of* or while the svstem 1s shut down

for mechenical feilure, then the shuttine off of the well isn't

!
necessary because you wouldrn't have sny waste of o0il. There is no

one out there, the well just overflows the tank. Thatt's the rsason

for sections 1 snd 2 in subperagraoh (h). This is rot sn A®T,

i

This is, however, 2 provision that has hsen entered in every single

|
20T gsystem order in one form or the other.

; Q You refer to the fall-gafe features in narseranh

i

(n), =ni vou also refsr to fril-s=fs festures in narscranh (o)

A The sures tank is the tank from which 1t ectually’is
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" The first part is devoted to the ACT system that employs meiers.

L. (eg) In all ACT systems employine sutomatic measurine tanks,

?ment of these vessels. It resds ss follows:

above Would vou exnlain the difference between the fall-safe

iy }

festurss between the two paragraphs? |
A Ir pnaracraph (g) it only coes to prevent oil from

goine into *the pine line without beins metered in the even®t of 2

failure. In parsgranh (h) 1t prevents the waste of oil in case
there is a failure of some sort or other, They are two sepernte |
fail-sefe systems.

Q Would you »nroceed, now, with maragrsnh li, nvlesse. |

A 'Yes, sir. Parseranh i is divided inbso t wo sectionsg
Subparagraph (a) is for the vessel type system. It reads:

welr-type messurino vessels, posifive volume meterinc chembers,

or sny other volume measurineg contairer, the container snd 5

allied comnonents shall be propverly calibrated »Hrlor to initial
use and shgll he oversted, maintalned, and inspected as neces-
sery to ensure 27ainst incrustetion, chenses in clingase factor

valve leakage or other leakage, and irproper sction of flosts, |
j

level detectors, etc.

(b) 1In 211 ACT systems employing positive displacement metersﬁ

i
i

the meter(s) and allied components shall be properly cslibrated
prior to initial use and shall be overated, mainteined, snd
inspected as necessary tc snsure sgainst mismeasvrement of oil.

Subparagraph (c) goes into the deteils of the measure-

5,
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"(¢) The nmessurine and recordine devices of all ACT systems shell

be checked for asccuracy et lesst once each month unless excention |
|
{
. to such determination has been obtasined from the Secretary«Directoq

f the Commission. API Standard 1101, "Messurement of Petroleum |
Liguld Hydrocarbons by Positive Displacement Meter," shall be used |

where spolicable. Determinstions - -" now, what we mean by "deter-

minastions' is the determinstion thst the svstem is aceurate.

"Determinatlions mry be made scainst Master Meters, Portable Prover

Teonks, or Prover Tanks permanently installed ont he leage, If

-permenently installed Prover Tenks -~re used, the distance between .
the opening and closing levels =nd the »revision for determarine

' the ovenine 2-d closine resdings shgll be suffizient to

£

etect

led on

¥
(=

varistions of .05%. Reoports of determinstions shallbe

the Commission Form entitled "Meter Test Report," or on zrother
acceptable form 2nd shallb e submitted in cdunlicate to the aporo-
oriste District Office of the Commission.”

API Standard 1101 is, or course, entitled "Messurement

:of Petroleum Lignid Hydrocsrbons by Positive Displacement Meter",

. This book hss a section on installine meter provers and their

;callibration, meter orovine procedure, performence overation »nd
ymaintenance of meterinz svstems, particularity on meter vroving
;procedures. Now, I think most of the pive lines and most of the

4

‘oroducers sre using the API standsrds asnd specificstions for

foroving these meters. This rule would require thet thev do it ;
!

| . . .
‘where sonnlicsble. Now, this is on positive displscement meters.
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| . 1
However, these provisions esre in manyc ases ap-~licsble in chamber
!

|

lvolume cases also. This vart sgbouvt the permenently installed o»r-
i , !

i

i

‘over tank has in mind the system where you use the surge taznk or in

P
b

~other large diameter storage tenks for provine s meter. You can't

‘gauge the oll by a tape with enoush accurscy to determine if the
meter is functioning correctly in a2 larger tank of that sort, so

sctually what this provides for 1s measuring the openinas and closing
|

‘level and readins and keeping within a tolerance of .05%, which
would probably c¢all “or psych classes. I don't know how you't get

that scecurecy if you didn't have a psych class, Whet we mean by

"another accentable form" is that many of the ensineerins companries

provide a service in having a very excellent “orm which they 2re in

"the habit of usine. If they do have =11 of the detalls in the
information, we would certsinly not bhe adverse in accentineg such
8 revnort =s that.
Q Would you continue with paragranh (4d) =nd number SQ
nlease. §
A Subparsgraph (d) outlines the orocedure in order i

to obtein acceptancs to that provision of subnaragraph (c) which

requires that the meters be checked once a2 month, However, the

£PT in its section on proving frequency, rz=fers to nositive place~
‘ment meters and says the cslibratior should be determined by *the
?degree of accuracy regquired and 1t recommended that meters shall
;be calibrated st least oncs 2 month. Subpsrssrevh (d) resds ss

i

5follows:
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|
!
|

"5, Teilure to operate an eutomatic custody transfer system in

;comoliance with this rule shzll subject the anproval t hereof to

"3} To obtain excepticn to the reaulrement of paragravh (c) above
thet 211 measurine and recordine devices be checked for scecurecy
once each month, either the producer or trensnorter mey file such

a request with the Secretesry-Director of the Commission setting

'

b
?

forth 21l facts nertinent to such excevtion., The sovllication shalli

include 2 history of the aversge fesctors previounsly obtained, both ;

tabulsted and plotted on a graph of factors versus time, showing

thet the particular installation has experienced no erratic drift.

party hass sgrsed to such exception,

ot the intervsl which he deems prudent.”

Now, in ftheres you

or the trargporter cen ssk for the excention., Tf the producer asks
for the excention, then he has got to furnish evidence to the trans

norter ard show that the transporter is setisfied with it and vice

verss.

All that ig left is number 5.

revocation by the Cormisslon.

I think that's self explenatory.

' then set the frequency for determination of the system's aceuracy

The a-plicent shall =1lgo furnish eviderce that the other interested

The Secretery-Director may

will notice that either the producer

Q Before we @0 into the propossd “orm C-106, let me

ask yvou how you think this prososed Rule 309-2 will overate in con-:

“Jjunction with Rule 309-B,

{
i
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" standerd tank battery, then (b) is identicrlly the same in e fect

and operation. i

1

A This will in no way affect the overstion of 309-8.
There is one provision in pararraoh (b) thet is moot, however.
That's the provision where it permits the Secretsry-Director of
the Commiscion to euthorize the commireline of o1l from two senrat%

leases under certain conditions. Section 3 prohiblts any of these |
commincline batteries from havine more than 15 units oroducins into

it. Now we take away the 16 unit limitation from the ACT gsystem

and 309-%, then, thst nortion of (b) is moot. If +o1 heve =

Q 3o, you are proposing no chanese in 300-1 st the

present time?

a No, sir, on.y to recognize that the 1% unit portion
1
|
|
is not =2-plicable to ACT commineline installations.

Q Mr. Nutter, let's mark for identificstion the rule !

that you went through Commission's Ixhikit No. 1, ,
(The: su:pon, Commission's Txhibit
No, 1 was merked for 1denti-
ficetion).

Q Do I understand, Mr., Nutiter, thet you will wish to

offer these API bulletins as exhlblits?

]
i
!
|

A Yes, sir. 1 wish to thank Al Carpenter of Humble.
MR, MORRIZS: We will merk API Bulletin 1101 ss Com-

|
!
mission's HExhibit Mo, 3, API Bulletin 2509-A gs Commission's Exhibik

(Thereuvon, Commission's =xhibits

;No. 5. ;
‘ |
|
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No. 3, No. li 2nd No. 5 were
marked for identification).

Q If you will refsr to what we have marked es Com-

mission's Hxhibit No. 2, that being your proposed form C-106 as

refered to in your provosed Rule 309-A., Would you go throuch thsat

' form and explain where you feel necessary any particulrr part of 1t?

A Yes, sir. 106 1s the number that we have had §

gittine there. They heven't been able to use it for a lone time.

'In the uvper richt hsnd corner it has the 2CT vermit number =nd a

blank snece. We thoueht thet it would probably in the interest of

smoother operation 1f we'd number each of these permits and then

i
gset up 8 file for it end then the meter tests ss they come in would

!

be filed in that permit number file. That's the resson for the

permit number there,

Next we have the operator's name and field in which the
instsllation is loceted, the asddress and the county. It has the

snaces for the names of the lease or leases to be served by this

*CT unit; the neme of the pool or pools to be served by the ACT

unit and the locztion of the 2CT unlt by the unit, szction, town-

shiv and range. It slso has spsce for the operstor to furnish the

order number suthorizine comnineling between the lesses if more

than one lesse is to be served by this system, =2nd the dste: it

2lso hes 2 gpaca “or order numnder authorizine commin~linc between
pools if more than one pool is to be s erved by this system; the

nsme of the suthorized transcorter of oll from the svstem and his

)
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tavailable in an extra overflow storage tenk; that's all that pro-

‘maximum attended time" - - there's an error there; it should be un

!
H
i

i

attencded time of lesse oneration rather than sttended time - - "in

sddress to be provided on the form. It has 2 gpace for the maximu@
exnected deily through-out for the system in barrels ver d=y %o be
inserted on the form. Then there is a snace for the onerator to ’
check ones of two boxes indiceting the type of fall safe festure
thet would be utilized "if system falls to tresnsfer oil due to i
malfunction or otherwise, waste by overflow will be svert=d by
either A or B."

A reads "Automatic shut-down facilities as required by
Section (l1) h-1 of Rule 309-2." I want to correet that. It should
be corrscted to 3 (h)-1.

Just across from that is alternative B. I wish also to

correct that., It shoild be Alternstive (3) h-2 rather than (}j) h-2

and 1t provides adeguate evaileble cepaclty to receive nroduction
durinc meximum unesttended time of lease overation.

"If A sbove is checked, will flowinz well be shut-in st

the hesder manifold cr

N

2t the well-head?" You ingert which ever
it is end then fill In the maximum well-head shut-in opressure.

Thern it says if B above 1s checked, how much storage
capacity 1s avallable ebove the normal hish workin~s level of the
surze tsnk in berrels. Now that includes the capacity open ~nd

{
vides. Then in the next paragraph it says "What is the normsl

¥

N

hours”. The next parssraph 1s; "What device will be used for
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. does

befere it's eligible for sdministrative spprovel?

M m

measuring oll in this ACT Unit and 1t seys to check one: either

nositive displecement meter, weir-type measuring vessel, vositive

volume metzrine chamber, and the spsce for some other type. And

then below thst there is a space for remerks. And the certi-

"I hereby certify thet the information civen

above 1s true and complete to the best of my knowledee 2nd thet
the subject ACT system will be installed and overated in sccordsnce

with Rule 209-A. This is sicned by the individusl, his title and

date =nd there is a space for aoprovael by therepresentastive of the .
Commission, his title and daze of aoproval.
And then finally "Approval of Form £-106 does not elim-

inate the necessity of an approved C-1iC prior to runnine any oil

'

or sasfrom this system." i

Q I ‘

thourht that only the operator need sion the form
C-1C6, that the signature or spproval of the pipe line is no% re-
quired on the form,

A Thet'!s correct. It is contemnlated thast the nro-

ducer will in all cases make application for the 2CT system. Ve

wil? send in a plat of the lease 2nd =2 letter from the transnorter

Q Mr, Nutter, this rule chenre with the sccomvanyine

form that you are proposing spells out guite s bit more detail,

i% not, the regiirements thsit an (7T

(o]

system will hsve to meet

2 This roes into some detall ss to the basic re-




R REPORTING SERVICE, Inc.

Ad
4

DEARNLEY-MEIFE

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE 35

quirements of ths system, correct.

Q Do you feel that the requirements of the rule and

detells of the form will be an undue burden unon any overstor thst
.desires to ob%tain an sdministrative approval for his system? i

|
A No, I think these are the minimmm requirements that!

should be zone into srd soproved prior to the use of a svstem. I

think that everything in here 1s either information thst haes been

!submitted in the rule or form or basic regulrements of the rule;

it is the seme information that hes bes=n s reguirement wher an

overstor has come in for a hearing on one of these instellstions
iand I thirk thet the information 1s the same informetion, the bazic

regulrements =ares the ¢ ~me regulrements thest =2re contemvnletfed by

- Mr, Hoover in the »ronosed rule of Gulf Cil, However, Gulf hes not

gone into the detsil thet we have. Some of thess would be incorvorb-

(ST

ted into the orders andé certeinly a lot of this informstion would

have to be lncorvorated into this snplication, We have attermpted
to spell it out in the ruls and aspnlication so She system would

comply.

Q Your proposal is also different from that nronosed

by Mr. Hoover in that he has provosed 2 rule requlirine adminis-
itrative avproval whereas your propossl reaslly doesn't reaquire
1administrative anproval other than sporoval of o form submitted by
the overator, is thst correct?

A That'!'s correct. Now, we =21sc contemnlate on some

' of these svstems where the District Cffice of the Commiscion is
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' rized in the District Cffice of ths Commissior, the thing can be

'That's cne of the points, that & field inspection, plus the ep-

from API throush various chsnnels.

"1

familiar with the package unit that can be installed and is beilng

installed by 2r opershor or omerstors usgsirg the seme tvoe of nack-

age or MCT unit. It is contemnlat:d that the District Office would

m

f
H
i

be 2ble to soprove this thine without even goire out to look at it.
|

In other ceses we heve contemplated sr insvection before an»roval,
but essentislly these 2re all basic reqguiremerts.

o Mr, Nufter, do you have sny fuvrther comments that
you would like te offer on your rule chenge or nroposed Torm?

A Mo, sir, I didn't finish whet T wes sayino., As T

Fal

seic, nome of these sre goins to nave - - we feel I 1it's ausho-

{

speeded up rather then being handled through the fanta Te of“ice.

provsl in the distriet, will expedite hendling.

[))

Q There is no renuirement reletive to & waitine verio

or a waiver from off set overators? ‘

A No, sir.

Q And that will speed up the nrocess?

A Yes, sir.

Q Did you prepere #xhibits Nos., 1 2rd 2 and were

Exhibits Nos. 3, 4 and § suoolied to you by the API?

A I prepsred 1 and 2, and 3, L, snd § come to me

MR, MOXIIS: At this time, Mr. Commissioner, I would

(=

ke tc offer Commission's Ixhibits Nos. 1 through 5 into evidence.'
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Q

; A

Q

A

Q

actually cut

| A
|
lowners stend

basic rezuirements of

Q

MRB. PCRTER: Are there sny objections to the sdmiss

ibits? They

BY Mr. KASTLER:

Di¢ wyou

tode

on

may be so admitted.

1
}
!

{
(Therevpon Exhibits Fos. 1 throueH
5 were esdmitted into the record).

indicabte that = hearing would be held for

the spproval of any provosed ACT trasnsfer equio-ments?

Vesg, there woulc be 1f an operator did not meet the

! M3, KASTLER:

Mr. Nutst

heve this rieht?

No, not

In &rn or

the rules.

Thatts all.

MR, PO0RTER: Does enyvone else have s question?

BXAMINATION

er, I noticed thst your vroposed rule hss

no provisions for notice to or objection by royelty owners. Do

you feel there may be 2zny good reascn why royelty owners should

under normal operation,

dinery case the installation of ACT would

down on leskage?

Yes, one
to henefit
T think

device be

of the features of the ACT is that royalty
by prudenrt overation of the "CT unit.
thet the rule renuires that a messurine

checked for accuraecy at least once a month.

i

1

'
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A Yes, sir,

Q When this test 1s taken and you et your fasctors,
ie thet to be incorporated each month sglso?

A Ves, sir.

Q In other words, you don't just teke the test ard

keev using the old fectors?

A No, sir.

Q Some ovperetors have been doine thaet in the n=st,.
; A We heve known of csses like thst, yes.
| Q Do you feel that the requirement that flow lines

!
'be tested once each year in the event they use h-l is an undue
5

1

' burden?

A No, sir, I don't think so.

o

Do you think flow lines deteriorste like cesing?
A Probebly more so.
MR, PAYNE: Thank you.
M=, PORTER: Does anyone heve = auestion of Mr. Nutter?
You may be excused,
{Witness excused)
Does anyone desire to present testimony in this case?

MR. RBUEK: Sinclair hass one witness.

R. M., ANDERSONMN

called as s witness, heving been first duly sworn, testified ss

i

. follows:
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BY ¥R. BURK:
Q Will you statle your name and employment.

A R. M. Anderson, mngineer, Sinclsir 011 and Gas

Company in the Midland Division Office.

Q Have you previously offered testimony before the
Commission in your capacity ss an Encineer?
A I have.

Q Hzve you previously testified before the Commiscion:

recerding the ACT units Instelled in New Mexico on Sinmcleir leasgses?

A ‘ I have,
Q How many such units has Sinclair instslled in New |
|
Mexico® ,
A £ total of four units in overatirn. g
Q These units which Sinclair has, sre they similar or

dissimiler to the unite described by the Gulf witness snd shown on
the dlegrammatic exhiblt introduced in their case?
A They are dissimilar.
| Q Is the unit or system which Sirclair hes installed
- - 1s this a unit thet 1s more or less standsrd within the Sirclain

Company?

A Yes, 1t 1s. It is s shop~fabricated unit that was

desiened by Sinclair personnel, built in Sinclair shops and is used |

company-wide.

Q It is used in other nlaces then New Mexico?

A Yes, sir.
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Q Under the rule nrovosed by Gulf for administretive
approvel, could the Sirclelir unit receive administrative snoroval?

A HNo, sir,

Q I would like to ask you to explsin in whet sub- |

il
|

stentiel way the Sinclelr unit would differ from the unit described

by Gulf,

A The maln thing thet I would like to point out in
this testimony 1is certeinly not the superiority of the Sineclair
units over any other unit that may be iIn operstion. The point T
would like to make 1is that there l1s more than one way to skin the
cat and we have come up with a way which we consider to be the besti
way in so far as our operatlions are concerned, We heve a svstem
which essentially complies with 811 the metter that hes besn pointeé
out here with one exception, but I would like to comment hriefly
on soma of the many ways thal our system grossly varies from the
Oulf system just to show that spproved systems do vary. I am doine
this in on effort so that no stenderd uris will be adopted as =
result of the hesrine here. 1 would like to see the Commission
leave here with sufficient flexibilifty 25 indicated by Mr, Nutter's
proonoged rule to permit the aoprovel of both Sincleir type units
and Gulif tyve urits and other ty»e units that may be proposed to
the Cormission, Practically ell ssvects of the Culf sketch, which

they have I believe identified as Zxhibit 2, vary ir some respects

‘to Sinclair units. For instance, starting with the surce tank

where the oll sterts intc the TLACT system, thev have both 2 hish
!
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|

‘switch and we do not Incorporate that on the meter., We get around

and low level switch tos top and start the pump. Sinclair does

not have either hizh or a low level switeh in its surese tanks to

control the pump. Our pump 1s sterted bty 2 clock mechanism and

the pumper sets the number of starts a dey that best sults his
cperation in the lesse up to 96 starts & day. As for thes top
level switch, we have two. The pressure is controled by Murphy
switches installad ir the LACT units. It's not on this surre tank
and one switeh will ston the delivery from the surce tank st 20
inches above the outlet and the other will stoo it at 2L inches
above the outlet, so the surge tank is not controlled by float
level switches. There is a hich level emergency switch shuttine

the lease 1In cese of full storage. We do have an emercency shut-in

switch at the top of the tenk which does shut-in the facility if
the surge tank fills un. The next i1tem In which we have dilffered

is that we don't instell the zir-eliminating device. We hsasve in %

its pl-ce a feature where we have a 3-way valve and when our timer |

turns on the unit, the unit initiaslly circulated for some 15 minuteé

1
{

out of the sur~e tank to the LACT systen 2ncd back in the surge i
tenk and that 15 minute cycle enables the meter, the tempsrature
bulh on our meter, Lo come up to temmeraturs. It purses the line
of air and gas and 1% flushes out any sediment that misht have

occurred durine the shut down period and trarsfer. Therefore, the

air eliminstor is not a necssssry device on ovr unit, we feel. The

next item 1s the meter itself and they s»necify a gafety shut down
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|
!
i

that f=cility by hevine two basic designs which we use slternatively

Ir case of low production where the lease is heine mostly vproduced

by low cenacity wells, where we have sm=ll =mounts of oroduction,
we set just one tempersture comnonent meter on our LACT unit and

we Teel by having the pumver personnel on the l2ase producine his

o

| |
wells we hsve nobt gone to sutomation out here on these installetions.

We hsve personnel on the lezse, they are inspectineg these meters

geveral times a day, they actually record the meter readinegs every

morning and check them several times throughont the day, and we
feel in the event the meters were to fail to function proverly,
the personnel would be aware of it in s matter of hours. In low

oroductivity wells, we feel thet it would be a very simple metter

'

to estimete within 2 few barrels exectly the nroduction thet oassedf
]

the meter and wzs not metered =nd we heve worked this festure out

with several pipe lines and under those concitions, they hsve

connected and hove been agreeable to them. It 1s what we consider

a ressongble ferture in the event we a2re ridinc a considersbhble amoun

of oil., We olace no meters in the LACT unit. One is checking the

other and in the event one were to fail, we would hsve the othser
meter 23 a check.

Now, & more common failure of it besldes a breskdown
that could cause the meter not Yo measure o0il would te a ghaft
shesrinz in the meter or some major thing which i1s very unusval,

it does not hepven frequently at all. A major meter fallure, wWe

i
!

believe, 1s a fallure cof the tempersiure calibrastion erd if it's

b E
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] . K3 1
no longser operating, it throws & slich®t smount of air into the i
|

0il ~oing throuch the meter which you agsume is beins corrected for

y

P

temperature, and that fsilure in one meter installstion, such as

Gulf oronoses, 1s rot detectable until the rnext calibrestion, once 3
a month, which has been mentioned. However, in the casse of large é
volumes of oill where we have the two meters In %the line, we have
one meter to check acainst the other a2t 31l times and each has »
separate temperature compoensatino device and therefore we feel
thet when the meters are not agreeing a calibration is immedistely
called for. The incorrect meter is determined and we have g a2ccu-
rate measurement of oil f rom the other meter so thet's how we cet

asround in not instelling the gafety shut down switch. We don't

consider it necessarv, considerineg the other wev we do it.

Q. Have you comoleted your znswer to that guestion?
a I belileve I have with the one excention that this
sketch does shcew = master meter prover connection system. We use

alternative methods like prover tanks.

Q The Sinclair unit is substantially different from
the Gulf, I assume. Probably other compsnies may have units still
different from Sincleir units?

A That's correct.

Q 211 of them hsve vossibly received avprovsl by the
Commission 2t hearincs in the past?

A Yes, sir.

Q Mr, Nutter hes provecsed 2 rule which would in-




DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE N1y

corporete & minimum stendard for eporovel of these units by =2d-
ministretive sction without 2 heering. T will ssk you to state

whether you're in sgrsement with the rules provosed by him and if

you are not in aegresment vpoin®t out in which resnects and wvour %
reascns as bto whebher any of these minimum requirements may be ;
dropvned?
A I am in azrreement with Mr. Nuttsrts rule comnletelf
except for cne or two items. On his parsrcraoh 3, section (o), T
am not in asreement with that orovision insofsar ss it annlies to
what 1 heve Jjust beer talkinsg about., I believe I have explzined
thet ooint sufficientiy. C(ne ofther vrovision that I am not in
aegreement with is thet paregrash (d} of that same psracranh 3,
subperacraph (¢) where he has reauired thet set-ston counters be
instslled to ston the "low of 0il throush the system at the time
the allowsble hes been run. I believe that this is a stevo towards
autcmetion rather than transfer provision. I believe if vou are

coine to have an automatic fleet that you wonld certainliyv need

§ e

thet sutomatic feature in your LACT system. Fowever, 1% is my
opinion that you do not need ar sutomestic shut off device on vour
meter 1f you haven't put in en auvutometic lease becavse vou will
have versonnel on the lesse - - I know Sinclair does - - opersting

the lease, flowing the wells, precducing the well, and et the szame

time keepine up with their production throu-h resding the meters

or raveing the tanks; so we have been successful in somethins i
{

over 20 installations in the southwest. Now, we have been successful
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in shuttineg off the leases at the end of the month at the oroner

time srd not »nroduvcinz to en exbent wrnere ! ecomes arny Wino of

[l

T
5

[

a oroblem. It is not en undue herdship to manuslly close the

lease in when you are using an L'CT system. So I do not concur with

paragraph (d).

Q What would be your recommendation, ther, as to the

£

adontion of this orovision of Hule 309-27

A T would recommend that 1t just be deleted © rom this
nrovigion,
Q You favor the romainder cf the orbnosed revision?
A Tes.
2 To you heve antibhilrs Turther ke =387
2 Lo, eslr.
YR. PUiTwdr Joes anyone heve s gquesbion of Mr., fAnderson?
i
LT |
3¥Y MR, PAYNZ:
Q Mr. fncerson, 1ls it your understendine that most

pipe lines reguire the set stop counters to ston the flow of oil %
throuzh the system when the allowable hes been run? f
A No, sir, it's not my belief. We are connected to
three different nive lines in the Midlancd Division =2nd none of
them reguires this sllowabls festure to shut-in the LACT unis.
None of them have 1it.
Q If this were & requirement, then none of vour units

would have been eligible for gworoval by *the District Suvervisor?
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A By the Commission, yes, that i
Q None of yours would have been

A That's right.

Q That is solely because of vars

also because of paragraph ()7
A It's certeinly because of psra
gard to paragrsvh (g), it says "adequate fail-

1

whether doing it in the menner I exvlained is

by the Commission when they aoprove these

New Mexico - - 1 would say that it's only with

{d) thet our installation would fall to gualif
CROSS HXAMITATION

2YOMR, MORRIS:

Q Mr. Anderson, how much exnense

one of these automatlic cut off equipment on as

creph (d) on your system?

neishbortiocod of $100. I do not know the cost
would you feel thst 1t was orohibitive in cost
have personrel on our leases, oumpers servine

noid to do that and to »ut this added feabure

would bs undesiretle from severel standpoints,

feature - = if it were to be decided to be snuch an

i I don't know, but I wculd astimase somewhat in the

] If 1% were made a requirement by the Commission,

A I believe thet 1t would certainly be one voint. Ve

s correct.

eligible?

e
145}

[
of

sraph (d) or

graph (d). With re-

gafe features." Now,'
an adequate T all-safe,

it undoubtedly E

[oF

for installation in
resard to peracoraph

"\‘T.

I8 involved »nutting

set forth in vnara-

of thast item.

?

our leases who are

on there we feel ]

It mi~ht »nromote
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. : . 14 s 1
subconscious laxity. T would not recommend that we insbtall it.

-

%
Q Other than where vyou heave pointed out that vou i
i
disagree with thils proovosal, I take it you =re supvortineg the Com- |

missiont's proposed rule, is that correct?

MR. MCRRIS: Thenk you.

(Guestions by Mr. Porter): Mr. Anderson, exnlain a
1ittle bit further the festurs that you have which orevaenis oil
from peesing throush the ploe line In the event the meter feils.

A Itt's been our experience whenever we have 2 fallureg
where 0il has gone throuzh the pipe line - - end T understand that

this is 2 very rars situnation, its very infreqguert because it is =

matter of negotiation based upon past history, past, recent history

Now, 1n the event of = power fsilure where =211 of the oil 1lg beins

discharced by a delinquent pump the valve returns to the closed

nogltion automatically so in case of power failure there 1s no
trouble. The only way thet oil c=n be deliversd that is not being
measured 1s in the meter itself, if 8 shaft were to shesr off the

meter, wnich 2rain is a most uncommon occurrance. You car't ssy it

is impossible because sometimes 1t's known to hapnen but that's thd
only way. In cesse of large cepacity leases we do have the two
meters checkine one aeeinst the other., In the csse of smrll co-
pacity leases, why, we have them all on 2l hovrs a day. Their
allowable 1s 211 thev can taske. We knou just about what those

wells are making and we feel we cen raceive fair treatment from
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these pipe lines in tha®t unlikely event that it happoens. It
doesn't hanpen often enough to Justify incorvorotins the sutomatic
shut down switch on the meter.

Q You wouldn't know despite the fact that it's A°I

recommended practlce?

A They're written by zgrouns of onerators from meny
companies with that idea and they reprresent a necotiated set of :
stendards that they 21l can subscribe tc and they sive and take
all of the way through the instrument. The instrument, too, 1is
designed to be all inclusive and handle every sort of situation,
whereas the specific installation - - I think 1f the operator is |
interested 1n ssving money and economizinz end preducing his oil in
the most economical wav, he wlll devote a 1little versonsl attention
to each 1installation and he will find that some things thet would
be required in one field would not be reaquired in another; due to
the differsnce in crude, the difference in volume nroduction end
denth. API standards, in my ooninion, can 't hope te be the only
way vou can do it. This 1s an excellent culde to cover the =-enersl
cese, but I believe that in thils respect if the API is requiring
something like this, I do not concur with them with recard to this

one recommendation.

Q Now, disregarding the cost of trhese features to

provide assurance against mismeasurement in the case of & vower
1

failure would you say it 1s more desirsble to have that fail safe

feature than to not have 1t?
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A In the case of our LACT unit where we are handling

large volumes, it 1s not desirable to heve it in my opinion, - =

unless I am overloocking sometning here -« - in that we have two
meters in series one checking against the other both of which are
kept in perfect omerastion, so therefore it 1s not desirable %o
have some additlonal mechenical device hune on these meters that
mey tend to fell itself. VWhen those fall safe devices in the
meter stop registering and so forth, they do not vrotect sgainst a
failure In the temperature compensatine device and that does fail
occaslonally on these things and we feel our meter is superior in
that we hsve two meters, two compensating devices, one to check
against the other. In that case I would say it would be beb-er nof
to have the fall safe device to shut the lease in in cese 2 meter
feils because the other meter 1s used as g check.

Q Well now, you ssy that in the event of a nower fail

ure it is automatically taken care of anyway, 1s theat correct?
A Yes.

{

Q Failure on the part of g meter in the csse of a i
severed shaft where you have two meters would probsbly be an assur%
ance acainst mlsmeasuvurement of oil?

A Yes.

Q What is the bresking point at which you decide to
put two in series or just one?

A wWe heve been breakines at sbout 5 to 6 hundred

barrels per day.
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Q tnd you have no assursnce on o lease producing 5
or 6 hundred barrels ver day or less thet yvou wouldn't mismeasure
oil in the event of & faoilure, is that correct?

A We have this assurance; we don't anticivste any

such fallure as closly as we watch and calibrate and with the per-
sonnel on the lease. We dcn't anticipate that we will have very
many failures, and further, we don't znticipate that we will have
a faillure for very long; 1t would be a matter of hours.

Q

)

I realize your assurance that you wouldn't mis-
meesure oll, that you don't anticipste it. What havvens if vou
did have a feilure?

A Itt's only & matter of hours until it's corrected.

Q But the seme oil hes been passed throush the system

that has not been metered.

A Recauses 1t's a2 low-cavaclity system.
Q It could be un in the 5 or 6 hundred barrels?
A Yes.

MR. PORTER: Does snyone have any guestion of the witnes
CROS® BXAMINATION
BY MR. PAYNE:
Q Would you delete all of parasgranh (d) or just the
first sentence?
A I heve no objection to the seeond sentence,.
MR. PRLYNE: Thank vou.

MR.P0RTHR: Are there any further ouestions? The

M =
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witness may be excused.
(Witness excused)
MR, P0ORTER: Does anyone wish to nresent any further
testimony in this case? Would snyone like to make a statement?
M?. KASTLER: I have e stetement I wonuld like to make
for the record.

MR, PORTER: You msy oroceed.

-]

MR. KASTL:

&3

R: Gulf did not and does not now advocate the
typical type of 7CT unit that would be adopted as the only anprov-
able LACT unit withoubt necessitating a2 hearine. We provided in
varegrepn 3 of our proposed rule change Shat anplication for ad-
ministrative aoproval merely state as a feact the oroposed installa-
tion is basically similar in design and operation to one previously
approved by the Commission.

We pnronosed our amendment as a subjective avporoach to

the problem believineg it would orovide the utmost simplicity and
flexibility. We deliberately intended to exclunde from this case
the revorting of facts which were in our opinion concerned with
producing eqguipment rather then dellvery eguioment., We also assumed
as g civen fact thet fthe oll in the surce tank would heve been
already purged of all unsoluble imopurities for the reason that this
involves, in Gulf's system at least, the producsr's fscility locsted
at a2nd opersted in conjunction with the hester treaters.

Firally, I wish tos tate that Gulf is primerily seeking

relief from what we conslder unnecessary hearinos and that we
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appreciete the effort of Mr. Nutter and the Commission staff both
inc allineg this hearine and in their corstructive vroposels; and,
therefore, heve no serious objection to the adoption of the Co-
miésion's provosed rule snd form C-106 in lieu of that proposed
by Gulf.

MR. PORTHER: Does anyone heve anythineg else to say?

MR. BUXELL: I am Guy Buell for Pan American Petroleum

Corporation. Pan &m is in agreement with the objectives of both |
the 5ulf oroposal as well ss Mr, Nutter's nronosal. We would not
object 1if either one were 2dooted. We do lean to Mr, Nutter's
pronosal because of the more detailed reguirements set out in the
Nutter nro»nossl.

MR, BRATTCN: Humble 01l is In support of the alteration
of Rule 309-A 2s vroposed by Mr, Nutter and the Commission staff.
Installations sre proposed which quelify according to the besic
requirements snd reduce additicnal work loads which would be im-
posed upon the Commission. Revetitious hearinss sre not warrsnted.
We would sugrest and recormmend, however, thet further consideration
be civen to the provision in ssction 3 (h) - 1 proposed by Mr,
Nutter relative to the annual flow lines where adequate precsutions
sre exerclsed to maintsin the flow lines In satisfasctory condition.
It is believed that recurring tests 2re not werranted =rd sre an
unnecessary burden or the producer. In addition to the éxnense

incurred, loss of oroduction would likely ensve since & number of

operators probably use cold water or such tests for maximum ssfetv.:
|
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"It is Humble's theory and we honestly suscgest s more flexible pro-

‘vision be drafted, that 1t be drafted and sdopted.

Texsco concurs In thse objectlions oropossd by beth Gulf and Mr.,

cpivine vou this weiver snd often times

MR, RORINSON: I am =Zd Robinson of Texaco Incorporsted.

Nutter. However, Texaco also strives to eliminate any adminis-
trative burden rerardiess 0f how small it 1s 1if we feel that per-
haps it 1s unwarranted. The requirements tc cet a letter from the
pipe line autheorizinsg agreement with the nroposed TACT unit 1s
what we feel tc be an administrative burdern in that even thouch
they do give a letter concurring with your apnlication, before the

unit is complebte you still have to satisfy the »ipe line with your
|

allation and they may regulre some nminor change on it even

e

=3

>}
"

5

thourh vreviously thev had anproved your rescomnmendstion and we
feel that this resguirement, even thoush small, can often result in

a delay. It's kind of like writing to =zn operstor requestins a
welver., He wen®s to do the work first before he ~ets aromd to
tnere 1s a 10-day neriod
before you get the letter.

This might hapnen with the »>ipe line., Maybe the man

that hendles 1t 13 on vacstion and we might hanoen %o be delaved

maybe 30 days and regardless of the installation we are still held
responsible to the pive line company in that we have to ~ et their é
finzl okasy on 1t end we request thet that vart be eliminated.

MR, PORTHR: Would anyone elsgse like Lo make 2 statement?

MR, Mc GAINCL: I am R. ., MMec Gerncn, Standard of Texas.

2
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b

We sre in acreement with the rule chence but believe considera-lon

. shoulsd be ~iven as set fortn by the operators.

MR, PORTYR: Does trat conclude the gtetements?

If there is nothins further, the Commlission will take

thie case under advisement,
We will have a short recess at this

{(Whereunon recess was teken at 2:50

!
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- STATE OF NEW MEXICO ) ;

| ) SS |
COUNTY OF BERNALILLO ) t

I, Thomas F. Horne, Court Reporter, in and for the County of

. Bernalillo, State of New Mexico, do hereby certify that the fore-

. going and attached Transcript of Proceedings before the New Mexico

; 011 Conservation Commission was reported by me in machine short-

- hand and reduced to typwritten transcript under my personal super-
vision, and that the same 1s a true and correct record to the best

of my knowledge, skill and ability.
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