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BEFORE THE 
OIL CONSERVATION COMMISSION 

HOBBS, NEV/ MEXICO 
APRIL 13, 1961 

IN THE MATTER OP 

CASE 22i+3 Apolication of Gulf O i l Corporation f o r 
an amendment of Rule 309 ( a ) . Applicant, 
i n the above-styled cause, seeks an 
amendment of Rule 309 (a) to permit the 
i n s t a l l a t i o n of lease automatic custody 
transfer equipment without the necessity 
of notice and hearing. 

BEFORE: 

A. L. Porter 

I S ^ I S C R I P T OF P R O C E E D I N G S 

MR. PORTER: The hear ins? w i l l come to order, please. 

We w i l l proceed at t h i s time with Case 22^3. 

Before we fret underway with the testimony I would l i k e 

to c a l l f o r appearances. 

MR. BUELL: Guy Buell, Pan American Petroleum Corpo

r a t i o n . 

MR. BUSHNELL: H. T. Busline 11, Amerada. 

MR. ANDERSON: R. M. Anderson, S i n c l a i r . 

MR. ROBINSON: Ed Robinson, Texaco Incorporated. 

MR. Mc GANNON: R. L. McGannon, Standard Oil Comoany of 

Texas. 

MR. PORTER: Mr. Kastler i s the d i s t r i c t lawyer f o r 

Gulf O i l Company, Roswell d i s t r i c t . Mr. Kastler, the Commission 
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recognizes you a t t h i s t i m e . 

MR. K.ASTLER: Mr. John H. Hoover. 

MR. PORTER: Mr. Hoover, come forward and be sworn. 

(Witness sworn) 

DIRECT EXAMINATION 

BY MR. KASTLER: 

j 

Q, Would you s t a t e your name, where you r e s i d e , by 

what comoany you are employed and your p o s i t i o n . 

A ••John Hoover, Roswell Eew Mexico, Gulf Corporation 

Production Engineer. 

Q As Gulf Production Engineer, Mr. Hoover, have you 

pr e v i o u s l y appeared before the New Mexico O i l Commission and 

t e s t i f i e d p a r t i c u l a r l y i n regard t o automatic custody t r a n s f e r 

sy s t ems ? 

A Yes, s i r . 

Q, Are you f a m i l i a r w i t h a l l of Gulf O i l ' s automatic 

custody t r a n s f e r s i n N3W Mexico at t h i s time? 

A Yes, s i r . 
'L̂ R: Are the witness f s Q u a l i f i c a t i o n s ac ceo ted 

bv the Commission? 

MR . ? 0 R71 

es 

Q MR. KASTLER: Would you o u t l i n e what - u l f O i l i s 

seeking i n t h i s a o p l i c a t i o n ? 

A We are askine - f o r a c o n s i d e r a t i o n of the r e v i s i o n 

of Statewide Rule No. 309 t o e s t a b l i s h a procedure f o r adminis-
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t r a t i v e aooroval of automatic custody t r a n s f e r systems. \ 

Q Why are you seeking t h i s ? ; 

A We f e e l t h a t i n the past there have been numerous 

ACT i n s t a l l a t i o n s t h a t have been approved and i n s t a l l e d t h a t have 

been s i m i l i s r i n design t o our own case. We had 10 ACT hearings 

I n I960, and each of the hearings involved the same basic equipment 

f o r the ACT. We have E x h i b i t 1 which i s a r e o r e s e n t a t i v e samole 

of the ACT equipment, and e x h i b i t t h a t we use i n each one of these 

hearings. The ACT s t a r t s at the o u t l e t of the surge tank where I t 

i s t r a n s f e r r e d to pipe l i n e s on t h i s e x h i b i t . We had surge tanks 

which were not merely p a r t of the ACT, but we s t a r t e d w i t h t h a t j 
i 

because we had some c o n t r o l s . We had a hifirh l e v e l and a low l e v e l j 
1 

s w i t c h t o s t a r t and stop the pump, and i n some cases we i n s t a l l e d j 
i 

emergency h i g h l e v e l switches which would shut i n the event of 

f u l l storage. I - other instances we u t i l i z e d emergency hisrh l e v e l 

switches but i n the a l t e r n a t i v e we provided f o r overflow t o a d d i t 

i o n a l storage tank. 

The next term t o be used, i n E x h i b i t 1, srolng through : 

basic equipment which I mentioned before and which was s i m i l a r to 

ours - - i n each one we have a pump s t r a i n e r , a p r o p o r t i o n i n g type ; 

sampler, a meter w i t h a non-reset counter, s a f e t y shutdown switch 
j 

and stop counter, lease s h u t - i n valve connector f o r proving the 

meter. We f u r t h e r b e l i e v e that the hearings are time consuming 

and expensive t o t h e producer as w e l l as to the Commission and we 

f e e l t h a t a d m i n i s t r a t i v e approval can be --riven f o r automatic custody 
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t r a n s f e r system i n s t a l l a t i o n s . There i s a matter of t i m i n g i n 

t h a t - - f o r example you have proceedings on the lease, and i t Is 

des i r a b l e I f you can out the f i n a l b a t t e r y i n i n i t i a l l y and we 

have found from experience that i t can take from f o u r t o si x weeks ; 

from the time of a p p l i c a t i o n u n t i l approval, another month 'or 

mailin=? w i l l elapse, or more, t o order the m a t e r i a l and •-'ettincr 

I t i n s t a l l e d , so t h e r e f o r e you have two or two and one h a l f months 

from the time t h a t you make a p p l i c a t i o n u n t i l the b a t t e r y I s i n 

s t a l l e d . 

I n our o p i n i o n , the a d m i n i s t r a t i v e a p p r o v a l f or ACT 

could be driven i n less t i m e than i t takes t o make a p p l i c a t i o n and : 

set i t f o r hearing. ; 

Q Mr. Hoover, what p a r t i c u l a r proposal or proposals j 

does Gulf hope to be adopted f o r the accomplishment of t h i s purpose? 

A We have our proposal which i s marked E x h i b i t No. 2.i 

This would be a r e v i s i o n t o the Statewide Rule No. 309 but adding | 

a subparagraph C. I might sa;/ we have some extra copies of the 

proposed r u l e upon the corner t a b l e i f anybody would l i k e them. 

Q Do you wish to o f f e r E x h i b i t No. 2 i n t h i s case? 

A Yes. 

Q Would you read i t , please. 

" RULE 309 - CENTRAL TANK BATTERIES j 

(c) The Se c r e t a r y - D i r e c t o r of the Commission s h a l l have : 

a u t h o r i t y to errant exceptions t o Rule 309 ( a ) , to permit 

the use of automatic custody t r a n s f e r equioment without ; 
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notice or hearing, provided application f o r adminis- ; 

t r a t i v e aporoval has been f i l e d i n due form and such : 

application contains the following: ! 

(1) Lease p l a t . 

(2) Schematic sketch of the proposed automatic 

custody transfer system ind i c a t i n g the function 
i 

of each of the varioiis components. 

(3) Application states that the proposed i n s t a l l a - j 

t i o n i s basically s i m i l a r i n design and opera-j 
j 

t i o n to one previously approved bv the Com- j 

mission, giving case, order number and date of 

approval f o r the i n s t a l l a t i o n . I f one not orej-

viously approved, complete description of the ; 

i n s t a l l a t i o n should be Included. 

(L.) Apolication evidences that the pipe l i n e pur

chaser has approved the i n s t a l l a t i o n . 

(5) I n s t a l l a t i o n would Incorporate the use of 

safety shut down devices to shut-in the lease 

i n the event of f u l l storage; or i n the a l 

te r n a t i v e , provide s u f f i c i e n t storage to handle 
I 

the production during the unattended hours. 
(6) Automatic custody transfer equipment s h a l l i n - I 

l 

corporate a safety shut down device to prevent! 
| 

the delivery of unmetered o i l . " ! 
! 

I t was our thought t h a t a safe .cruard aga ins t a m a l f u n c t i d 



PAGE 7 

z 
u 
z 

. o 

I 

aC 
o 
fed 
3* 

QC 

ac § 

3 

a 

3 

of the meter would prevent the d e l i v e r y of o i l i f the meter i s not 

r e g i s t e r i n g . j 

(7) I n s t a l l a t i o n s h a l l have a set-stop counter t o stop I 

the d e l i v e r y of o i l when a l l l e g a l allowable f o r i 

the month has been run. 

The S e c r e t a r y - D i r e c t o r may, upon h i s own motion, a f t e r i 

r e c e i p t of the a p p l i c a t i o n , set the matter f o r hearing i f , i n h i s 

o p i n i o n , c o n d i t i o n s should be encountered which w i l l tend t o in v o l v e 

SC waste or impair c o r r e l a t i v e r i g h t s . " 

^ Q I n your opin i o n i s t h i s proposal adequate p r o t e c t i o n 
>- k 

< against waste and does i t p r o t e c t c o r r e l a t i v e r i g h t s ? 

A Yes, i n my opinion i t does. 

Q Were E x h i b i t s 1 and 2 prepared by you or at your 

d i r e c t i o n and under your supervision? 

A Yes, s i r . 

MR. KASTLER: Mr. Po r t e r , t h a t concludes our d i r e c t 

testimony. I would l i k e t o move at t h i s time f o r acceptance f o r 

^ E x h i b i t s 1 and 2 i n t o evidence. 

MR. PORTER: Without o b j e c t i o n E x h i b i t s 1 and 2 w i l l be 

admitted i n t h e record. 

Does anyone have a question of Mr. Hoover? 

CROSS EXAMINATION 

BY MR. MORRIS: 

Q Can you be of any assistance i n d e f i n i n g the word 

" s i m i l a r " as you have used i t i n paragraph 3? 
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A Yes, s i r . I n my o p i n i o n , I would say s i m i l a r - - ! 

i f we have a pump or a s t r a i n e r i n the system - - i n t h a t order - -

and somebody wanted t o put the s t r a i n e r i n f r o n t of the oumo or 

put the aer a t o r t o i t somewhere else, or i f the sampler i s located ! 

at a d i f f e r e n t place, i t I s s t i l l the same equipment t h a t Is used, ; 

although maybe not i n the same order. I would say i t i s b a s i c a l l y j 

s i m i l a r . j 

Q Would you say the element then I s s i m i l a r I n design 

i n i n c o r p o r a t i n g a l l the same basic elements, but permits a r e 

arrangement of those elements? 

A Yes, s i r . I n considering one i n s t a l l a t i o n against J 

the next i n s t a l l a t i o n we have u t i l i z e d the same equipment w i t h o u t 1 

the same order and t h a t would be b a s i c a l l y s i m i l a r . ; 

Q Would i t be possible to leave out one of the ele

ments and s t i l l f i n d t h a t i t was b a s i c a l l y s i m i l a r ? 

A I b e l i e v e you could leave out a pressure gauge and 
i 

I t would s t i l l be b a s i c a l l y s i m i l a r . I f you l e f t out a pumo, no, 

i t would not be. 

Q Mr. Hoover, s t i l l r e f e r i n g t o paragraph 3, the 

l a s t sentence where you r e f e r t o o b t a i n i n g approval where a system ; 

not p r e v i o u s l y approved i s being proposed, do you f e e l t h a t a r u l e j 
i 
i 

as you prooose here Is s u f f i c i e n t l y c e r t a i n i n r e q u i r i n g what must j 

be submitted when t h i s approval i s being asked f o r ? I n other K>rdsj 

i 
i f you have a system t h a t you are a skin-- approval f or t h i s r u l e j 

I 
does not specify i n t o what d e t a i l d e s c r i p t i o n must be given of the I 



PAGE 9 

x 
v 
w 
z 

. o 

5 

y s 

fc * 
3 

c 
3 

various components. Do you f e e l some a m p l i f i c a t i o n should he i n 

serted here? 

A Well, oossibly so. We f e e l the whole t h i n g should 

be l e f t open and maybe the Commission, maybe the producer and 

Commission - - t h i n k i t Is l i k e the one p r e v i o u s l y approved I t 

could be s t i l l set f o r hearing. The p o s s i b i l i t y i s l e f t ooen i n 

t h a t paragraph 3» but each producer may have a l i t t l e d i f f e r e n t 

i d es. 

fc 
I n our own case, a l l of our A CT i n s t a l l a t i o n s are 

fc 
^ s i m i l a r and i f we deviate f r o m I t , why then we would expect t o 

< e x p l a i n i t . 

fc 

Q Mr. hoover, i n the event the Commission should 

adopt the r u l e as you have proposed i t and Gulf was making an ap-

fc 

| p l i c a t i o n f o r an automatic custody t r a n s f e r system not e x a c t l y 

s i m i l a r t o one already approved, would i t be Gulf's i n t e r p r e t a t i o n 

of t h i s r u l e t h a t the complete d e s c r i p t i o n of the i n s t a l l a t i o n 

would be submitted t o t h e Commission f i l l i n g out each d e t a i l every 

^ f a c e t of the i n s t a l l a t i o n or j u s t what would be Gulf's i n t e r p r e t a 

t i o n of what i n f o r m a t i o n would be submitted, generally speaking? 

A I t would be our o p i n i o n t h a t we would make maps of 

what we prepared t o submit at a hearing. 

0 You would submit f u l l i nformation? 

A Yes, and we have taken the a t t i t u d e t h a t we are 

t r y i n g to give the Commission by a p p l i c a t i o n the same i n f o r m a t i o n 

that we have time a f t e r time given them at a he a r i n g . 
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\ Q According t o your r u l e i t ' s somewhat i n d e f i n i t e , j 

i s i t n o t , j u s t what c o n s t i t u t e s a complete d e s c r i p t i o n of the 

i n s t a l l a t i o n ? I n other words, that would be l e f t t o everyone's j 

y a r d s t i c k as to what they considered a c omolete d e s c r i p t i o n of the 

i n s t a l l a t i o n ? ; 
t 

A We are speaking of the ACT e x i s t i n g I n t h i s case. I 
i 

MR. MORRIS: No f u r t h e r questions.' 

MR. PORTER: Does anyone else have a question of Mr. 

Hoover? 

EXAMINATION 

BY MR. PAYNE: 

Q Mr. Hoover, r e f e r i n g t o paragraph 5, I n o t i c e t h a t j 

you would include the use c f a safety shutdown device t o shut the | 

lease i n the event of f u l l storage. Would t h i s shut i n the lease 

i n a w e l l head or header? 

A I t might do both. 

Q Then, s i r , do you propose to pressure t e s t your 

' f l o w l i n e i n the event t h a t you're going to shut i t i n at the head-, 

er? ; 

A I n our case where we have the lease s h u t - i n valve i 

we have also i n s t a l l e d a s h u t - i n valve at the w e l l . I t h i n k t h a t j 
i 

i n s o f a r as t e s t i n g the f u l l l i n e i t wouldn't be necessary t o t e s t j 
i 

a l l flow l i n e s . Some may have higher pressures than others. I t 

has been our experience i n checking back over a pe r i o d of about 

2 1/2 years where we have vary accurate records of f l o w l i n e breaks 
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jwe found t h a t over t h a t 2 1/2 year p e r i o d we only l o s t 77 b a r r e l s 

!of o i l i n f i v e instances of f l o w l i n e breaks. And i n one of them 

a t r u c k ran over the l i n e . 

Q Would you show on your maps, Mr. Hoover, what the \ 

maximum w e l l head s h u t - i n pressure would be? 

A I t c e r t a i n l y would be done. I don't t h i n k t h a t 

based on our passed experience t h a t I t ' s a b s o l u t l y necessary t o so 

! i n t o the flo w l i n e business end of i t because we have no worry about 

the f l o w l i n e ard we have had no breaks up t o t h i s time on ACT 

b a t t e r i e s . 

Q Refering to t h e a l t e r n a t i v e here t h a t you'd have 

enough s torage to handle p r o d u c t i o n during the unattended hours, j 

would you show on your a p p l i c a t i o n what the maximum unattended j 

period would be? 

A Yes, s i r , t h a t could be shown. , 
i 

Q And all the maximum through put on the system? j 

j A It could be shown on there. I don't think that It'a 

'necessary. I t seems l i k e i f the producer has an approved operator 

t h a t should be l e f t t o h i s d i s c r e t i o n . 

Q I t i s n ' t going t o do the Commission much good t o 

know the unattended hours unless they know the capacity of the 

system, how much o i l i t ' s going t o be producing. 
j 

A Yes, s i r . I f the r u l e - - say you have t h a t s t i - j 

p u l s t e d i n the r u l e s , t h a t you comply w i t h t h a t , i t c e r t a i n l y could: 

be done. I j u s t t h i n k t h a t i t ' s not necessary. I n other words, !' 
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on a conventional battery we could t e l l them to nut i n 5> 6 or 7 tan 

tanks. We put i n the tanks necessary to ooerate i t and there's 

no d i f f i c u l t y on an ACT battery. I f we out anything i n - - i f we 

lose the d o l l a r , we have l o s t the b i~ "est. oart of that d o l l a r . I'd: 

l i k e to emphasize that point; i f there is any loss, the producer 

In c e r t a i n l y the biggest loser. ' 

0 Comparing t h i s with a conventional battery, do you 

propose to l i m i t t h i s administrative approval to a s i t u a t i o n where 

no more than 16 proration units are going to be producing through fc 
at 
fc 
c/3 the system? 

^ A Ho, s i r , i t ' s not our i n t e n t i o n to l i m i t the w e l l . 

Q Rule 309 preferably does l i m i t i t to 16 proration 

units i n one battery. 

A Yes, s i r . We would not make any change there. 

Q, Mr. Hoover, as you w e l l know, the Commission ordin

a r i l y reaulres meter tests on an ACT. I see nothinsr i n your rule 

orooos !.n<- that be changed. 

A No, s i r . I t was our thought under oresent procedure!, 

2 when the approval Is given bv order thpt meters would be tested 

fc * : 

z once a month and reported to the Commission. Under administrative 

approval there would be no change In that. Testingw ould s t i l l be 

set f o r t h . 

Q Under your proposed r u l e , would approval be l i m i t e d 

to situations where only one lease was Involved? 

A No, s i r . 
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Q, A d m i n i s t r a t i v e approval could also be granted i f j 

more than one pool were involved? j 

A I was t a l k i n g about g e t t i n g i n t o commingling, wherd 

two pools go through the same ACT system. ; 

Q Yes. j 

A I b e l i e v e commingling i s taken care of by another j 

order. The commingling o a r t shouldn't even enter i n t o the ACT. 

Q Do you t h i n k there i s a connection i n t h i s respect? 

fc 
fi^ Let's assume commingling has been aporoved a d m i n i s t r a t i v e l y and I t 

fc 
^ requires seperate measurement of the production from each pool. 
^ Then you come i n f o r a d m i n i s t r a t i v e approval of an ACT svstem t o 

handle t h i s commingled pro d u c t i o n . Now, are you going to show i n 

e i t h e r a p p l i c a t i o n whether your bad o i l Is rerouted back through 

the production meter? 

A I don't b e l i e v e t h a t t h a t was i n t e n t of our r u l e . 

We f e e l t h a t when the o i l gets i n t o our ACT u n i t I t i s a p r o d u c t i o n 

matter and i t ' s not i n the ACT. 

Q How could the Commission determine i f the bad o i l 
£ 8 
-TJH 2 : was being rerun through a production meter and treated? You 

wouldn't show i n your commingling a p p l i c a t i o n because i t wouldn't be 

p e r t i n e n t . Now i f you d i d n ' t show i n the ACT a p p l i c a t i o n , then 

the Commission would never know. ! 

] 

A I b e l i e v e the order says on commingling t h a t a 

schedule be ?~iven of the i n s t a l l a t i o n . 

Q Do you propose to show i t ? 
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A That I s on the commingling. 

Q. When you use comminsline and not using ACT, you 

don't have t h i s problem, so would you show then where the bad o i l 

l i n e goes on your ACT a o o l i c a t i o n ? 

A I t ' s not necessary i n my op i n i o n . 

Q Now, I noticed t h a t you don't have any monitor on 

your diagrammatic sketch. Do you f e e l i t should be shown when I t ' s 

u s ed ? 

A On an ACT i n s t a l l a t i o n a monitor i s r e q u i r e d by 

the purchaser. 

Q A l l purchasers? 

A I b e l i e v e i t i s . There may be some i s o l a t e d cases; 

however, I b e l i e v e i n the m a j o r i t y of esses i t would be r e q u i r e d , 

so t h e r e f o r e when you get approval the purchaser evidences t h a t 

he approves the i n s t a l l a t i o n md I t would take care of the monitor j 

and so f o r t h . ! 

j 

Q I f they don't r e q u i r e a monitor at what f i g u r e do j 

you place your set stop counter? At what f i g u r e do you. place your j 
i 
j 

set stop counter t o prevent over running the a l l o w a b l e 9 i 
j 

A That i s set at the monthly all o w a b l e . 

Q So t h a t i f a monitor was not recmired and you were 

d e l i v e r i n g some bad o i l , you wouldn't a c t u a l l y be running your 

allo w a b l e , would you? 

A I t would be corr e c t e d by the sampler, according t o 

the sampler, that's r i g h t . You would be a b i t l e s s . 
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MR. PAYNE: Thank you . 

MR. PORTER: Mr. Hoover, do you know what the c u r r e n t 
i 

p r a c t i c e s are by the purchasers of pipe l i n e s conserning whether j 

they set the a c t u a l allowable f i g u r e i n there or whether they allow! 

a f a c t o r f o r BF >W V 

TH;L WITNESS: No, s i r , I dor:'t know. ', 

MR. PORTER: Does-anyone else have any questions of the 

witness ? 

EXAMINATION 

BY MR. MORRIS: 

Q, Mr. Hoover, these paragraphs 1 through 7 I n your 

E x h i b i t No. 2 are Intended t o be general requirements, are they 

not? 

A Yes, I would say mainly t h a t would be r i g h t . 

Q They were not intended to be s p e c i f i c and you would 

not contemplate, would you, t h a t each company would always submit 

the seme i n f o r m a t i o n to the Commission on a reauest f o r adminis

t r a t i v e approval? 

A I t would be very s i m i l a r , I t h i n k . 

Q Don't you f e e l , Mr. Hoover, t h a t i n some esses the 

a p p l i c a t i o n would have to be sent back f o r more and f u r t h e r s t a t e 

ments on some or another p a r t i c u l a r part of the ACT t h a t maybe the 

Commission would r e q u i r e , whereas the operator i n h i s own mind j 

•might have f e l t the Commission would not r e q u i r e c e r t a i n i n f o r m a t i o n 

i n t h i s regard ? 
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A Possibly. i 

MR. MORRIS: Thank you. 

REDIRECT EXAMINATION 

BY MR. KASTLER: 

Q I n paragraph k j o u have said t h a t the a p p l i c a t i o n 

evidences t h a t the pipe l i n e purchaser has approved the i n s t a l l a t i o n 

I quote, "pipe l i n e " do you mean the pine l i n e company t h a t i s 

connected w i t h the w e l l or parts f o r whose account i t ' s being pur

chased, the o i l i s being purchased? 

A The oipe l i n e company. 

MR. KASTLER: Thank you. 

MR. PORTER: At. t h i s time, we are going t o recess the 

hearing u n t i l 1:30. I w i l l ask chat you remove a l l of your papers 

and b r i e f cases "rora the c a f e t e r i a because i t I s bein? used f o r the 

lunch hour. 

(Whereupon recess was taken a t 11:?5 a.m..) 

(Hearing reconveined at 1:30 p.in.) 

MR. P0RT2R: The hearing w i l l come to order, please. 

We have Mr. Hoover s t i l l on the witness stand. 

Does anyone have a question, now? The witness may be 

excused. C a l l Mr. N u t t e r t o the stand. 

MR. MORRIS: Let the records show the witness was sworn 

i n the previous case. 

DIRECT EXAMINATION 

BY MR. MORRIS: 
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Q W i l l the witness please s t a t e h i s name and o o s i t i o n 

A Dan N u t t e r , Chief Engineer f o r the New Mexico O i l 

Conservation Commission. 

Q Mr. Nutter i n your o f f i c i a l capacity have you made 

a study of Rule 309 fc ) ? 

A Yes, s i r , I have. 

Q As a r e s u l t of your study, do you f e e l t h a t a re

v i s i o n of th a t r u l e i s necessary at t h i s time? 

A Yes, s i r , I b e l i e v e t h a t i t i s . Mr. Hoover tes

t i f i e d t h i s morning t h a t h i s company alone had had IC cases i n 

v o l v i n g automatic custody t r a n s f e r s which involved hearings dur i n g 

the l a s t year and m u l t i p l y the number of cases of t h a t one major 

company has had by the number of companies and number of ap p l i c a 

t i o n s t h a t have been set f o r hearing and i t does become q u i t e a 

f i n a n c i a l as w e l l as time consuming burden to b o t h the operators 

and Commission. 

Q Mr. Nutter, have you prepared a prooosed r e v i s i o n 

of Rule 309 which you could o f f e r as an a l t e r n a t i v e to t h a t offered 

by Gulf? 

A Yes, s i r . 

Q Would you ex p l a i n i n d e t a i l your proposed rule? 

A Yes, s i r , I w i l l . We s t a r t e d out w i t h Rule 309 -

A. CENTRAL TANK BATTERIES and used the i d e n t i c a l sentence which 

i s used i n the f i r s t oa r-1 graph of the e x i s t i n g r u l e w i t h the ex

ce p t i o n t h a t where i t reads " s h a l l not be transported from the 
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ilease u n t i l received and measured i n tanks - - " we have sub-
i 
j 

i s t i t u t e d i t " i n a f a c i l i t y of an approved design located on the 

lease. Such f a c i l i t i e s s h a l l permit the tes t i n g of each well a t 

reasonable i n t e r v a l s and may be comprised of manually gauged closed 

|stock tanks for which proper strapping tables have been prepared, 
i 
jwlth a maximum of sixteen proration units producing into said tanks 

or of automatic custody transfer (ACT) equipment. The use of such 

automatic custody transfer equipment shall be permitted only a f t e r 

compliance with the following:" 

In the rule we set f o r t h certain procedures that the 

operator w i l l follow i n order to obtain approval of AC11 equipment 
without the necessity of a hearing. \ 

i 
! 

Q Mr. flutt e r as I understand i t , the basic requirement 

of Rule 309 (a) w i l l remain the same, that o i l must be measured on ; 

the lease, but under the present rule i t ' s required to be measured ' 

in tanks whereas under the proposed rule I t would either be measured 

in tanks or i n an automatic custody transfer system, i s that correct? 

Correct. 

Q And the sixteen-unit l i m i t a t i o n that Is now placed 

on 309 ( a ) , how w i l l that be changed under your proposed rule? 

A You w i l l notice i n the construction of t h i s para

graph you can Insert parenthesis around the words s t a r t i n g with 

"manually gauged closed stock tanks". We have two systems which can 

be used to measure o i l on t h i s lease, manually gauged closed stock 
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tanks w i t h a maximum of s i x t e e n tanks or we have ACT and I want to 

make t h a t c l e a r , t h a t the s i x t e e n p r o r a t i o n u n i t s i s not intended, 

to apply t o ACT. 

Q Why d i d you apply the s i x t e e n u n i t s l i m i t a t i o n when 

tankage i s used r a t h e r than when an ACT i s t o be used? 

A Because of the ACT normally i s handling o i l " a s t e r . 

You car permit o i l t o be produced by a s i n g l e f a c i l i t y than by a 

conventional tank b a t t e r y . There i s a tendency when you are 

using a conventional tank b a t t e r y on a very l a r g e lease to have 

q u i t e a number of large tanks and there i s considerable evaporative' 

l o s s . We f e e l t h a t there i s also a f i r e hazard when l a r g e tank 

j 

b a t t e r i e s are constructed which handle more than sixteen w e l l s , 1 

but w i t h the use of PCT system, a l o t of t h i s hazard i s eliminated.; 

Q Mr. N u t t e r , would you now go i n t o the various pro- j 

v i s i o n s and requirements f o r the use o f ACT equipment under your I 
j 

proposed r u l e ? j 

A Yes, s i r . F i r s t of a l l , I would l i k e to mention 

t h a t we prepared copies of t h i s change attached t o which i s a form 

106 which we have drawn up f o r use today I n t h i s case. By reading 

Rule No. 30° (s) paragraph 1; 

" 1 . The operator s h a l l f i l e w i t h the Commission Form C-106, Notice 

of I n t e n t i o n t o U t i l i z e Automatic Custody Transfer Equipment, and 

s h a l l r e c e i v e approval thereof p r i o r to t r a n s f e r r i n g o i l through 

the "CT system. The c a r r i e r s h a l l not accept d e l i v e r y of o i l | 

through the ACT system u n t i l Form C-106 has been approved. ! 
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2. Form C-106 s h a l l be submitted i n quadruplicate t o the appro

p r i a t e D i s t r i c t O f f i c e of the Commission and s h a l l be accompanied 

( i n q uadruplicate) by the f o l l o w i n g : " 

I would l i k e to p o i n t out t h a t w i t h each one of these 

forms, copies of t h i s a p p l i c a t i o n don't have to be accompanied by 

copies of attachment number 1 to each a p p l i c a t i o n . The reason f o r 

copies, I might point; out, i s t h a t we would contemplate t h a t one 

approved copy would be r e q u i r e d f o r the producer, one f o r the 

t r a n s p o r t e r and one would remain i n the D i s t r i c t O f f i c e f i l e s and 

one would go to the Santa o f f i c e f i l e . 

And now reading subparagraph (a) i n paragraph 2, 

"(a) Plat of the lease showing thereon a l l w e l l s which w i l l be 

produced i n t o the ACT system. 

(b) Schematic diagram of the "'CT equipment, showing thereon a l l 

major components such rs surge tanks and t h e i r c a p acity, extra 

storage tanks and t h e i r c a p a c i t y , t r a n s f e r oumns, monitors, r e 

route valves, t r e a t e r s , samplers, s t r a i n e r s , a i r and gas e l i m i n a 

t o r s , back pressure valves, metering device ( i n d i c a t i n g type and 

ca p a c i t y , i . e . , whether automatic measuring tank, p o s i t i v e volume 

metering chamber, weir-type measuring vessel, or p o s i t i v e d i s p l a c e 

ment meter). Schematic diagram s h a l l also show means employed t o 

prove accuracy of measuring device. 

(c) L e t t e r from t r a n s p o r t e r agreeing t o u t i l i z a t i o n of ACT system 

as shown on schematic diagram." 

Those are the three attachments t h a t would come i n w i t h 
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each a p p l i c a t i o n . ! 
] j 

Q Mr. N u t t e r , t h i s attachment t h a t w i l l come i n w i t h I 
l 

;the a p o l i c a t i o n s are designed, a r e the:/ n o t , t o .-ive the Commission! 
i 

a l l the i n f o r m a t i o n t h a t they would o r d i n a r i l y r e q u i r e at a he a r i n g j 

as we have h e l d I n the oast on ACT systems? • 
i 

A We f e e l t h a t the attachments plus the i n f o r m a t i o n j 

th a t i s f i l e d I n form No. C-106 would give s u f f i c i e n t i n f o r m a t i o n , i 

Q You have d e t a i l e d the I n f o r m a t i o n lander paragraph 

3, have you not, es to what p r o v i s i o n s must be made and t h a t these 

p r o v i s i o n s must be shown on the form and these are explained under 

paragraph 3? 

A Yes, s i r . The p r o v i s i o n s that you include i n para

graph 3 ( a ) through (h) would be shown e i t h e r i n the schematic 

diagram or i n the form C-106 i t s e l f . 

Q Would you now go through paragraph 3 covering the 

i n d i v i d u a l p r o v i s i o n s thereunder and e x p l a i n where necessary? 

A Yes, s i r . Paragraph 3 s t a r t s : 

"3. Form C-106 w i l l not be a >oroved by the Commission unless the 

fCT system i s to be i n s t a l l e d and operated i n compliance w i t h the 

f o l l o w i n g : 

(a) P r o v i s i o n must be made f o r accurate determination and 

recording c f uncorrected volume and a p p l i c a b l e temperature 

corrected volume. The o v e r a l l accuracy of the system s h a l l 

enual or suroass manual methods." 

I might p o i n t out t h a t q u i t e a member of these ara API 
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standards. -As a matter of f a c t , we have several p u b l i c a t i o n s by 

the American Petroleum I n s t i t u t e which we a n t i c i p a t e we w i l l o f f e r 

as e x h i b i t s i n t h i s case, the f i r s t being API B u l l e t i n 2.509 (a) 

dated August 1956. I n t h i s b u l l e t i n the API makes i t c l e a r t h a t 

t h i s i s not a standard but i s t o be considered as a progress r e 

p o r t . ACT was new at t h i s time but t h i s was a progress r e p o r t on 

what has been accomplished to date i n workin^ out standards f o r 

ACT systems. We also had here a copy of s p r e l i m i n a r y proof of 

API B u l l e t i n 2502 which w i l l when accompanied by the API i n a l l 

p r o b a b i l i t y be recommended p r a c t i c e r a t h e r than a progress r e p o r t . 

New, B u l l e t i n 2502 i s expected to be released sometime t h i s year. 

A l o t of language i n 2502 i s the same as i n the old 2509 ( a ) ; how

ever, there have been some changes. This i s not to be construed 

as a f i n a l copy of API standards t h a t w i l l come out. 

Q Mr. N u t t e r , would you, i n going through these basic 

requirements p o i n t out where they do or do not conform to the 

s p e c i f i c a t i o n s of the API? You don't intend t h a t your p r o v i s i o n s 

should n e c e s s a r i l y be r e v i s e d i f the A':I changes i t s s p e c i f i c a t i o n s 

We are proposing t h i s as a r u l e change i n f i n a l form, are we not? 

A Yes, s i r . I f anything, these p a r t i c u l a r changes 

should come out of the k ° l then i t would be c e r t a i n l y appropriate 

f o r the Commission t o consider amending the r u l e t o c onform w i t h 

those. 

Q I t wouldn't be amended a u t o m a t i c a l l y t o e onform? 

A No, s i r . I n paragraph 3, subparagraph (a) i t c a l l s 



PAGE 23 

f o r e i the r the uncorrected volume and the temperature or the tern- : 
i 

j oerature c o r r e c t e d volume. I n the old b u l l e t i n t h a t the A?I out ! 

; out i n '56, they said the average temperature. ' 
I 

Now, reading subparagraph ( b ) : !• 

!"(b) P r o v i s i o n must be made f o r r e p r e s e n t a t i v e sampling of the 

o i l t r a n s f e r r e d f o r determination of API g r a v i t y and BS&W content." 

That i s the exact wording of the old b u l l e t i n and also 

the exact wording of the new b u l l e t i n . 
i 
i 

Subparagraph (c) reads: 

"( c ) P r o v i s i o n must be made i f r e q u i r e d by e i t h e r the producer or 

the t r a n s p o r t e r of the o i l to give adequate assurance t h a t only j 

I merchantable o i l i s run by the ACT system." j 
| | 
; The ol d b u l l e t i n provided that a monitor would be i n -

1 

s t a l l e d i f r e q u i r e d by mutual agreement. The new b u l l e t i n reads 

t h a t the monitor w i l l be i n s t a l l e d i f required by e i t h e r o a r t y i n - : 

stead of e i t h e r the producer or t r a n s p o r t e r of the o i l . 

Paragraph (d) i s worded d i f f e r e n t l y 'from the API. How- ; 

ever, e s s e n t i a l l y i t ' s the same t h i n g . I t reads as f o l l o w s : 

|"(d) P r o v i s i o n must be made f o r set-stop counters to s t o p the 

flo w of o i l through the ACT system at or p r i o r to the time the a l - i 
I 

lowable has been run. A l l counters s h a l l provide non-reset t o t a l - j 

iz e r s which s h a l l be v i s i b l e f o r i n s p e c t i o n at a l l times." 

Under paragraph ( e ) , i t reads as f o l l o w s : j 

"(e) A l l necessary c o n t r o l s and equipment must be enclosed and 

sealed, or otherwise be so arranged as to provide assurance against 
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lor evidence o f , a c c i d e n t a l or purposeful mismeasurement r e s u l t i n g 

jfrom t ampe r i n g . " 
j 

Q What do you understand the words " a l l necessary 

c o n t r o l s " t o mean? 

j A Only the API can answer t h a t . I would say " a l l 

necessary c o n t r o l s " means a l l the imoortant c o n t r o l s . There are 

some c o n t r o l s on ACT systems t h a t are c e r t a i n l y necessary, hut I 

don't t h i n k there's any need f o r a l l t h i s safe guarding on them, 

so t h i s i s the important c o n t r o l , subject to tampering. 

Reading suboaragraoh ( f ) : 

" ( f ) A l l components of the ACT system s h a l l be oroperly sized to 

ensure operation w i t h i n the range of t h e i r established r a t i n g s . 

A l l components of che system which r e q u i r e p e r i o d i c c a l i b r a t i o n 

and/or i n s p e c t i o n f o r proof of continued accuracy must be r e a d i l y 

accessible. The frequency and methods of such c a l i b r a t i o n and/or 

i n s p e c t i o n s h a l l be as set f o r t h i n Rule 309-A, U-c" 

We have i n s e r t e d t h i s p a r t about the frequency and method 

c a l i b r a t i o n t h a t would be set f o r t h i n Rule 309-A, i i - c . 

Under subparagraph (g) provides: 

"(g) The c o n t r o l and recording system must include adequate f a i l 

safe features which w i l l provide assurance against mismeasurement 

i n the event of power f a i l u r e , or the f a i l u r e of the ACT system's 

component p a r t s . " 

That's API. Subparagraoh (h) - 1 i s not API. 

(h) - 1. The -ACT system and a l l i e d f a c i l i t i e s s h a l l i n 
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elude such f a i l - s a f e equipment as may be necessaryi, 
i 

i n c l u d i n g high l e v e l switches i n the surge tank i 

or overflow storage tank which, i n the event of \ 

power f a i l u r e or mal f u n c t i o n of the ACT or other : 

equipment, w i l l shut down a l l a r t i f i c a l l y l i f t e d j 
! 

wells connected to the ACT system and w i l l shut- I 

i n a l l f l o w i n g w e l l s at the well-head or at the 

header manifold, i n which l a t t e r case a l l flowlinejs 

s h a l l be pressure tested t o P t ler.°.t 1 1/2 times 

the maximum well-head s h u t - i n pressure p r i o r t o 

i n i t i a l use of the *CT system and once each year 

t h e r e a f t e r . " 
Q There, where you used the words " i n which l a t t e r i 

i 

case", t h a t i s where the f l o w i n g w e l l s are going t o be s h u t - i n s t j 

the header manifold? 

A That i s c o r r e c t . 

Paragraph 2 of se c t i o n (h) reads: 

"2. As an a l t e r n a t i v e t o the reouirements of paragraph i 

(h) 1 above, the producer s h a l l provide and s h a l l at j 

a l l times maintain a minimum of a v a i l a b l e storage capacity 

above the normal high working l e v e l of the surge tank t o 

receive and hold the amount of o i l which may be produced 

during maximum unattended time of lease o p e r a t i o n . " 

Q Explain there, please, what you mean bv the above, 

the "high working l e v e l of the surge tank". 
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I A The surge tank i s the tank from which i t a c t u a l l y i 

jtransfered from the lease t o the pipe l i n e . The reason i t i s ca l l e d 

jthat i s because i t surges up and down to the nice l i n e , comes on 

land goes o f f . O r d i n a r i l y there i s a h i g h working l e v e l ?nd a low 

working l e v e l on a surge tank w i t h the range of drainage from t h a t 

tank between those two l e v e l s . I t comes on when the l e v e l reaches 

a high working l e v e l and goes o f f and disconnects the 'low of o i l 

from the pipe l i n e when the o i l reaches the low l e v e l . O r d i n a r i l y 

jthere i s a v a r i a b l e caoacity f o r s t o r i n g the o i l , I f the oower 

should f a l l , f o r examole. Now, you can have a high l e v e l f l o a t 

switch up i n the upper o a r t of t h a t tank which w i l l s h u t - i n the 

;lease i n paragraph (h) - 1 above or i n your maximum unattended 

I time of lease operations - - t h a t ' s the time the pumper i s n ' t out 

there. I n case of oower f a i l u r e , i f your capacity i n the surge 

tank plus your flow capacity i n the other tanks t h a t are connected 

to the surge tank, i f ths?t amount of capacity i s s u f f i c i e n t to 

store the o i l w h i l e power i s o f f or w h i l e the system i s shut down 

f o r mechanical f a i l u r e , then the s h u t t i n g o f f of the w e l l I s n ' t 

necessary because you wouldn't have any waste of o i l . There i s no 

one out t h e r e , the w e l l j u s t overflows the tank. That's the reason 

f o r sections 1 and 2 i n subparagraoh ( h ) . This i s not an / • . 

This i s , however, a p r o v i s i o n t h a t has been entered i n every s i n g l e 

ft C V o •< system order i n one form or the other. 

0. You r e f e r t o the f a i l - s a f e features i n oarggraph 

( h ) , and you also r e f e r t o f r i l - s a f e f eatures i n oaragraoh (g) 
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. f 

l 

above. Would you e x p l a i n the d i f f e r e n c e between the f a i l - s a f e ; 

features between the two paragraphs? j 

A I n paragraph (g) i t only goes t o prevent o i l from 

: coin? i n t o the pipe l i n e w i t hout being metered i n the event of a | 

f a i l u r e . . I n paragraph (h) i t prevents the waste of o i l i n case j 
I 

there i s a f a i l u r e of some s o r t or other. They are two seoer^te 

f a i l - s a f e systems. 

Q Would you proceed, now, w i t h paragraph ii, please. 

A Yes, s i r . Paragraph k Is d i v i d e d I n t o t w o section; 

The f i r s t p a r t i s devoted to the ACT system t h a t employs meters. 

Subparagraph (a) i s f o r the vessel type system. I t reads: 

h . (a) I n a l l ACT systems employing automatic measuring tanks, 

weir-type measuring vessels, p o s i t i v e volume metering chambers,! 

or any other volume measuring co n t a i n e r , the container and ; 

a l l i e d components s h a l l be p r o p e r l y c a l i b r a t e d p r i o r to i n i t i a l ! 

use and s h a l l be operated, maintained, and inspected as neces

sary t o ensure against i n c r u s t a t i o n , changes i n clingage f a c t o r s , 

valve leakage or other leakage, and improper a c t i o n of f l o a t s , ; 

l e v e l d e t e c t o r s , etc. j 

(b) I n a l l ACT systems employing p o s i t i v e displacement meters,! 

the meter(s) and a l l i e d components s h a l l be prooerljr c a l i b r a t e d 

p r i o r to i n i t i a l use and s h a l l be operated, maintained, 8nd 

inspected as necessary to ensure against mismeasurement of o i l . ' 

Subparagraph (c) goes i n t o the d e t a i l s of the measure

ment of these vessels. I t reads as f o l l o w s : 
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j " ( c ) The measuring and recording devices of a l l ACT systems s h a l l 
i 

'be checked f o r accuracy e.t l e a s t once each month unless exception 

I I 
; to such determination has been obtained from the Secretary-Director! 

! 

; of the Commission. API Standard 1101, "Measurement of Petroleum ! 
i ; 
L i q u i d Hydrocarbons by P o s i t i v e Displacement Meter," s h a l l be used ! 

where a p p l i c a b l e . Determinations - -,! now, what we mean by "deter

minations" i s the determination t h a t the system i s accurate. 

"Determinations may be made against Master Meters, Portable Prover 

iTanks, or Prover Tanks permanently i n s t a l l e d o n t h e lease. I f 

permanently i n s t a l l e d Prover Tanks ^re used, the distance between 

the opening and c l o s i n g l e v e l s and the p r o v i s i o n f o r determaning i 

; the opening -° d c l o s i n g readings s h a l l be s u f f i c i e n t to detect ! 
i ! 
! ! 
I v a r i a t i o n s of .05°^. Reports of determinations s h a l l b e f i l e d on I 

i 
the Commission Form e n t i t l e d "Meter Test Report," or on another ! 

i 

acceptable form and s h a l l b e submitted i n d u p l i c a t e to the aporo- I 

o r l s t e D i s t r i c t O f f i c e of the Commission." 

API Standard 1101 i s , or course, e n t i t l e d "Measurement 

; of Petroleum L i q u i d Hydrocarbons by P o s i t i v e Displacement Meter". 

;This book has a se c t i o n on I n s t a l l i n g meter Drovers and t h e i r 

: c a l i b r a t i o n , meter proving procedure, performance "Operation r>nd 

,maintenance of metering systems, p a r t i c u l a r i t y on meter proving 
I 
; i 
jprocedures. Now, I t h i n k most of the oipe l i n e s and most of the j 
\ . i 

•producers are us ing the API standards and s p e c i f i c a t i o n s f o r I 
! 
I 

I proving these meters. This r u l e would re q u i r e t h a t ther- do i t i 
j i 

'where applicable. Now, t h i s i s on p o s i t i v e displacement meters. 
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However, these p r o v i s i o n s pre i n manyc sses a p p l i c a b l e i n chamber j 

volume cases also. This o a r t about the permanently i n s t a l l e d o r - j 

over tank has i n mind the system where you use the surge tank or in: 

other large diameter storage tanks f o r proving a meter. You can't ; 

gauge the o i l by a tape w i t h enough accuracy to determine i f the 

meter i s f u n c t i o n i n g c o r r e c t l y i n a l a r g e r tank of t h a t s o r t , so 

a c t u a l l y what t h i s provides f o r i s measuring the opening and c l o s i n 

l e v e l and reading and keeping w i t h i n a to l e r a n c e of .0E>$, which 

would orobably c a l l f o r psych classes. I don't know how you't get 

t h a t accuracy i f you d i d n ' t have a psych c l a s s . What we mean by 

"another acceotable form" i s t h a t many of the engineering companies 

provide a service i n having a very e x c e l l e n t "orrn which they are i n 

the h a b i t of using. I f they do have a l l of the d e t a i l s i n the 

i n f o r m a t i o n , we would c e r t a i n l y not be adverse i n accenting such 

a r e p o r t as t h a t . 

Q Would you continue w i t h paragraph (d) and number 5, 

please. 

A Subparagraph (d) o u t l i n e s the procedure i n order 

t o o b t a i n acceptance t o t h a t p r o v i s i o n of subparagraph (c) which 

requires t h a t the meters be checked once a month. However, the 

API i n i t s s e c t i o n on proving frequency, r e f e r s to p o s i t i v e place

ment meters and S8ys the c a l i b r a t i o n should be determined by the 

degree of accuracy required and I t recommended t h a t meters s h a l l 

be c a l i b r a t e d at l e a s t once a month. Subparagraph (d) reads as 

f o l l o w s : 



PAGE 30 

z 
. o 

s1 

fc 
y 
fc 
fc 
fc 

1*3 

fc 
fc 

1 

fc 

fc * 
fc! S 

3 

l"d) To o b t a i n exception t o the requirement of paragraph (c) above 

i 

I t h a t a l l measuring and r e cording devices be checked f o r accuracy 
i 
i 

!once each month, e i t h e r the producer or t r a n s p o r t e r may f i l e such 

ia request w i t h the S e c r e t a r y - D i r e c t o r of the Commission s e t t i n g 

f o r t h a l l f a c t s p e r t i n e n t to such exception. The a p p l i c a t i o n s h a l l 

include a h i s t o r y of the average f a c t o r s p r e v i o u s l y obtained, both 

tabulated and p l o t t e d on a graph of f a c t o r s versus time, showing 

t h a t the p a r t i c u l a r i n s t a l l a t i o n has experienced no e r r a t i c d r i f t . 

The a p p l i c a n t s h a l l also f u r n i s h evidence t h a t the other i n t e r e s t e d 

p a r t y has agreed t o such exception. The S e c r e t a r y - D i r e c t o r may 

then set the frequency f o r d e t ermination of the system's accuracy 

st the i n t e r v a l which he deems prudent." 

Now, I n there you w i l l n o t i c e t h a t e i t h e r the producer 

or the t r a n s p o r t e r can ask f o r the exception. I f the producer asks 

f o r the exception, then he has got t o f u r n i s h evidence t o the trans 

p o r t e r and show t h a t the t r a n s p o r t e r i s s a t i s f i e d w i t h i t and v i c e 

versa. 

A l l t h a t i s l e f t i s number 5-

"5- F a i l i x r e to operate an automatic custody t r a n s f e r system i n 

compliance w i t h t h i s r u l e s h a l l subject the a p p r o v a l t hereof t o 

r e v ocation by the Commission. 

I t h i n k t h a t ' s s e l f explanatory. 
Q Before we go i n t o the proposed "orm C-106, l e t me 

ask you how you t h i n k t h i s prooosed Rule 309-A w i l l operate i n con-; 
i 

j u n c t i o n w i t h Rule 309-B. ' 
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A This w i l l i n no way a f f e c t the operation of 309-B. j 

There i s one p r o v i s i o n i n paragraph (b) t h a t i s moot, however. j 

;That's the o r o v i s i o n where i t permits the Se c r e t a r y - D i r e c t o r of \ 

the Commission to authorize the commingling of o i l from two seoratel 
j 

leases under c e r t a i n c o n d i t i o n s . Section 3 p r o h i b i t s any of these j 

commingling b a t t e r i e s from having more than 16 u n i t s producing i n t o 

i t . Now we take away the 16 u n i t l i m i t a t i o n from the ACT system 

and 309-A, then, t h a t o o r t i o n of (b) i s moot. I f you have a 

j standard tank b a t t e r y , then (b) i s i d e n t i c a l l y ^he same i n e f f e c t 
i 

and o p e r a t i o n . 

; Q So, you are proposing no change i n 30°-B at the 

! present time? 

j A No, s i r , on y to recognize t h a t the 16 u n i t p o r t i o n 

I - - - ( 

i s not a p p l i c a b l e t o ACT commingling i n s t a l l a t i o n s . 

Q Mr. N u t t e r , l e t ' s mark f o r i d e n t i f i c a t i o n the r u l e I 

that you went through Commission's Exhibit No. 1. \ 
(Thereupon, Commission's E x h i b i t • 
No, 1 was marked f o r i d e n t I - \ 
f i c s t i o n ) . j 

Q Do I understand, Mr. Nutter, that you will wish to \ 

o f f e r these API b u l l e t i n s as e x h i b i t s ? i 

A Yes, s i r . I wish to thank A l Carpenter of Humble, j 

MR. MORRIS: We w i l l mark API B u l l e t i n 1101 as Com- ! 
1 
I 

mission's E x h i b i t No. 3, API B u l l e t i n 2509-A as Commission's E x h i b i t 

No. 5. 

(Thereupon, Commission's E x h i b i t s 
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No. 3> No. k and No. 5 were 
marked f o r i d e n t i f i c a t i o n ) . 

Q, I f you w i l l r e f e r t o what we have marked as Com

mission's E x h i b i t No. 2, t h a t being your proposed form C-106 as 
I 

r e f e r e d to i n your proposed Rule 309-A. Would you go through t h a t : 

form and e x p l a i n where you f e e l necessary any p a r t i c u l a r p a r t of i t * 

A Yes, s i r . 105 i s the number t h a t we have had j 

s i t t i n g t h e r e . They haven't been able to use i t f o r a long time, 

i l n the upper r i g h t hand corner i b has the ACT Permit number and a 

jbla n k space. We thought t h a t i t would probably I n the i n t e r e s t of ! 

i - j 

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

set up a f i l e f o r i t and then the meter t e s t s as the?/ come i n would; 

be f i l e d i n t h a t permit number f i l e . That's the reason f o r the j 

!permit number th e r e . 

Next we have the operator's name and f i e l d I n which the \ 

i n s t a l l a t i o n i s located , the address and the county. I t has the 

spaces f o r the names of the lease or leases t o be served by t h i s 

"CT u n i t ; the name of the pool or pools to be served by the ACT 
j 

! u n i t and the l o c a t i o n of the AC- u n i t by the u n i t , s e c t i o n , town-

|ship and range. I t also has space f o r the operator t o f u r n i s h the 

order number a u t h o r i s i n g commingling between the leases i f more 

than one lease i s t o be served by t h i s system, and the date: i t 

also has a space "or order number author!zine- commingling between 

j 

: pools i f more than, one pool i s to be s erved by t h i a system; the 

name of the authorized t r a n s p o r t e r of o i l from the system and h i s 
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address to be provided on the form. I t has a space f o r the maximums 
i l 

exoected d a i l y through-out f o r the system i n b a r r e l s oer day to be \ 

! i n s e r t e d on the porm. Then there i s a soace "for the operator to ! 

check one of two boxes i n d i c a t i n g the type of f a i l safe f e a t u r e ; 

t h a t would be u t i l i z e d " i f system f a l l s to t r a n s f e r o i l due to 

malfunction or otherwise, waste by overflow w i l l b e averted by 

e i t h e r A or B." 

A reads "Automatic shut-down f a c i l i t i e s as required by 

(Section (q.) h-1 of Rule 309-A." I want to c o r r e c t t h a t . I t should 
; 

!be c o r r e c t e d to 3 ( h ) - l . 

Just across from t h a t i s a l t e r n a t i v e B. I wish also to 

c o r r e c t t h a t . I t should be A l t e r n a t i v e (3) h-2 r a t h e r than (h) h-2 

and i t provides adequate a v a i l a b l e c a pacity to r e c e i v e production 

during maximum unattended time of lease o p e r a t i o n . 

" I f A above i s checked, w i l l f l o w i n g w e l l be s h u t - i n at 

the header manifold or at the well-head?" You I n s e r t which ever 

i t i s and then f i l l i n the maximum well-head s h u t - i n pressure. 

Then i t says i f B above i s checked, how much storage 

capacity i s a v a i l a b l e above the normal h i g h working l e v e l of the 

surge tank i n b a r r e l s . Now t h a t includes the capacity open and 

a v a i l a b l e I n an extra overflow storage tank; t h a t ' s a l l t h a t pro

vides. Then i n the next paragraph i t says "What i s the normal 

maximum attended time" - - there's an e r r o r t here; i t should be un 

attended time of lease operation r a t h e r than attended time - - " i n 

hours". The next paragraph I s ; "What device w i l l be used p o r 
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measurlng o i l i n t h i s ACT Unit and i t says t o check one: e i t h e r 

p o s i t i v e displacement meter, weir-type measuring v e s s e l , p o s i t i v e 

volume metering chamber, and the space f o r some other type. And 
i 

then below t h a t there i s a space f o r remarks. And the c e r t i - j 
i 

f i c a t i o n reads; " I hereby c e r t i f y t h a t the i n f o r m a t i o n given I 

above I s true and complete t o the best of my knowledge and t h r t I 

the subject ACT system w i l l be i n s t a l l e d and operated i n accordance 

w i t h Rule 309-A. This i s signed by the i n d i v i d u a l , h i s t i t l e and 

date pnd there i s a space f o r aoproval by the representative of the : 

Commission, h i s t i t l e and da:e of aoproval. 

And then f i n a l l y "Approval of Form C-106 does not elim

i n a t e the necessity of an approved C-110 p r i o r t o running any o i l \ 

or gas from t h i s system." : 

Q I thought t h a t only the operator need sign the form; 

C-1C6, t h a t the signature or approval of the pipe l i n e i s not r e - i 

quired on the form. 

A That's c o r r e c t . I t i s contemplated t h a t the pro

ducer w i l l i n a l l cases make a p p l i c a t i o n ^or the AC™ system. Fe 

w i l n send i n a p l a t of the lease and a l e t t e r from the t r a n s p o r t e r 

agreeing t o i t . 

Q Mr. N u t t e r , t h i s r u l e chance w i t h the accompanying 

form th a t you are proposing s p e l l s out q u i t e a b i t more d e t a i l , 

does i t not, the requirements t h a t an ACT system w i l l have t o meet 

before i t ' s e l i g i b l e f o r a d m i n i s t r a t i v e approval? ; 

A This goes i n t o some d e t a i l as t o the basic r e -
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quirements of the system, c o r r e c t . j 

Q Do you f e e l t h a t the requirements of the r u l e and ! 

d e t a i l s of the form w i l l be an undue burden uoon any operator th a t j 

desires t o ob t a i n an a d m i n i s t r a t i v e approval f o r h i s system? j 

A No, I t h i n k these are the minimum reauirements that! 
* I 

should be gone i n t o and approved p r i o r t o the use of a system. I I 

t h i n k t h a t everything i n here i s e i t h e r i n f o r m a t i o n t h a t has been 

submitted i n the r u l e or form or basic requirements of the r u l e ; 

| i t i s the s ame i n f o r m a t i o n t h a t has been a requirement when an 

'operator has come i n f o r a hearing on one of these i n s t a l l a t i o n s 
I j 
iand I t h i n k t h a t the i n f o r m a t i o n i s the same i n f o r m a t i o n , the basic! 

requirements are the s f-me requirements t h a t are contemplated by 

Mr. Hoover i n the proposed r u l e of Gulf O i l . However, Gulf has not! 

gone i n t o the d e t a i l t h a t we have. Some of these would be incorpora

ted i n t o the orders and c e r t a i n l y a l o t of t h i s i n f o r m a t i o n would 

have to be incorporated i n t o t h i s a p p l i c a t i o n . We have attempted 

t o s p e l l i t out I n the r u l e and a p p l i c a t i o n so the system would 

comply. ; 

| Q Your proposal i s also d i f f e r e n t from t h a t proposed j 
I j 

| by Mr. Hoover i n t h a t he has proposed a r u l e r e q u i r i n g adminis- j 

I t r a t i v e approval whereas your proposal r e a l l y doesn't r e q u i r e I 

! a d m i n i s t r a t i v e approval other than approval of a form submitted by 
i 
j 

j the ope ra to r , i s t h a t co r rec t ? 

A Tha t ' s c o r r e c t . Now, we a l so contemplate on some 

of these systems where the D i s t r i c t O f f i c e o f the Commission i s 
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f a m i l i a r w i t h the package u n i t t h a t can be i n s t a l l e d and i s being 

i n s t a l l e d by ar operator or operators using the same type of pack

age or ACT u n i t . I t i s contemplated t b a t the D i s t r i c t O f f i c e would 

be able t o approve t h i s t h i n g w i t h o u t even going out t o look at i t . j 

i 

I n other cases we have contemplated an i n s p e c t i o n before approval, ; 

but e s s e n t i a l l y these are a l t basic requirements. 

Q Mr. N u t t e r , do you have any f u r t h e r comments t h a t 

you would l i k e t o o f f e r on your r u l e change or proposed form? 

A No, s i r , I d i d n ' t f i n i s h what I was saying. As I 

said , some of these are going to have - - we f e e l i f i t ' s autho

r i z e d i n the D i s t r i c t O f f i c e of the Commission, the t h i n g can be j 

speeded up ra t h e r than being handled through the Santa ^e o f f i c e . 
i 

That's one of the p o i n t s , t h a t a f i e l d i n s p e c t i o n , plus the ap- j 

pr o v a l i n the d i s t r i c t , w i l l expedite h a n d l i n g . 

Q There is no requirement r e l a t i v e to a w a i t i n g periop 

or a waiver from o f f set operators? 

A No, s i r . 

Q And th a t w i l l speed up the process? 

A Yes, s i r . 

Q Did you prepare E x h i b i t s Nos. 1 and 2 and were 

/E x h i b i t s Nos. 3» h and 5 supplied t o you by the API? 
! 

! A I prepared 1 and 2, and 3» h , and 5 came t o me 

j 
; f r o m API through v a r i o u s channels . 

MP. MORRIS: At t h i s t ime , Mr. Commissioner, I would 

l i k e t c o f f e r Commission's E x h i b i t s Nos. 1 through 5 i n t o evidence. 
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MR. PORTER: Are there any obje c t i o n s to the admission 

cf these E x h i b i t s ? They may be so admitted. 

(Thereupon E x h i b i t s Nos. 1 through! 
5 were admitted i n t o the record).; 

CROSf. EXAM IK AT ION S 

BY MR. KASTLER: 

Q, Did you i n d i c a t e t h a t a hearing would be held f o r 

the approval of any proposed ACT t r a n s f e r equipments? 

A Yes, there would be I f an operator d i d not meet the 

basic requirements of the r u l e s . 

MR. KASTLER: That's a l l . 

MR. ^ORTER: Does anyone else have a question? 

EXAMINATION 

BY MR. PAYNE: 

Q Mr. N u t t e r , I no t i c e d t h a t your proposed r u l e has 

no p r o v i s i o n s f o r n o t i c e to or o b j e c t i o n by r o y a l t y owners. Do 

you f e e l there may be any good reason why r o y a l t y owners should 

have t h i s r i g h t ? 

A No, not under normal o p e r a t i o n . 

Q I n an ordinary case the i n s t a l l a t i o n of ACT would 

a c t u a l l y cut down on leakage? 

A Yes, one of the features of the ACm Is that r o y a l t y 

owners stand to b e n e f i t by prudent o p e r a t i o n of the "CT u n i t . 

0. I t h i n k t h a t the r u l e requires t h a t a measu.rinf? 

and recording device be checked f o r accuracy at l e a s t once a month. 
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A Yes, s i r . 

0 When t h i s t e s t i s taken and you get your f a c t o r s , 

i s t h a t to be incorporated each month also? 

A Yes, s i r . 

Q I n other words, you don't .just take the t e s t and 

keep using the old f a c t o r s ? 

.A No, s i r . 

Q Some ooerators have been doing t h a t i n the c ~ s t . 

A We have known of cases l i k e t h a t , yes. 

Q Do you f e e l t h a t the requirement t h a t f l o w l i n e s 

be tested once each year I n the event they use h-1 i s an undue 

burden ? 

A No, s i r , I don't t h i n k so. 

Q Do you t h i n k f l o w l i n e s d e t e r i o r a t e l i k e casing? 

A Probably more so. 

MR. PAYNE: Thank you. 

MR. PORTER: Does anyone have a question of Mr. Nutter? 

You may be excused. 

(Witness excused) 

Does anyone desire to present testimony i n t h i s case? 

MR. BURK: S i n c l a i r has one witness. 

R. M. ANDERSOH 

c a l l e d as a witness, having been f i r s t duly sworn, t e s t i f i e d as 

f o l l o w s : 

DIRECT EXAMINATION 
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BY MR. BURK: 

Q W i l l you s t a t e your name and employment. 

A R. M. Anderson, Engineer, Sinclair Oil and Gas 

Company in the Midland Division Office. \ 

Q Have you p r e v i o u s l y o f f e r e d testimony before the 

Commission i n your capacity as an Engineer? 

A I have. 

0. Have you pr e v i o u s l y t e s t i f i e d before the Commission 

regard' ng the ACT u n i t s i n s t a l l e d m New Mexico on S i n c l a i r leases? 

A I have. 

Q How many such u n i t s has S i n c l a i r I n s t a l l e d i n New 

Mexico? 

A A t o t a l of fo u r u n i t s i n o p e r a t i o n . 

Q These u n i t s which S i n c l a i r has, are they s i m i l a r or 

d i s s i m i l a r t o the u n i t s described by the Gulf witness and shown on 

the diagrammatic e x h i b i t introduced i n t h e i r case? 

A They are d i s s i m i l a r . 

Q Is the unit or system which Sinclair has installed 

- - is this a unit that is more or less standard within the Sinclair 

Company? 

A Yes, i t i s . I t i s a shop-fabricated u n i t t h a t was 

designed by S i n c l a i r personnel, b u i l t I n S i n c l a i r shops and i s used 

company-wide. 

Q I t i s used i n other places than New Mexico? 

A Yes, s i r . 
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Q, Under the r u l e proposed by Gulf f o r a d m i n i s t r a t i v e 

approval, could the S i n c l a i r u n i t receive a d m i n i s t r a t i v e approval? 

A No, s i r . 

0 I would l i k e to ask you to explain In what sub

s t a n t i a l way the S i n c l a i r u n i t would d i f f e r from the u n i t described 

by Gulf. ! 

A The main thins: t h a t I would l i k e to p o i n t out i n ! 

t h i s testimony i s c e r t a i n l y not the s u p e r i o r i t y of the S i n c l a i r 

u n i t s over any other u n i t t h a t may be i n o p e r a t i o n . The p o i n t I i 

would l i k e t o make i s t h a t there I s more than one way t o s k i n the 

cat and we have come up w i t h a way which we consider t o be the besti 

way i n so f a r as our operations are concerned. We have a system 

which e s s e n t i a l l y complies w i t h a l l the matter t h a t has been pointed 

out here w i t h one exception, but I would l i k e t o comment b r i e f l y 

on soma of the many ways t h a t our system grossly v a r i e s from the 

Oulf system j u s t t o show t h a t approved systems do vary. I am doing 

t h i s i n an e f f o r t so that no standard u n i t w i l l be adopted as a 

r e s u l t of the hearing here. I would l i k e t o see the Commission 

leave here w i t h s u f f i c i e n t f l e x i b i l i t y as i n d i c a t e d by Mr. 'ut•or's 

proposed r u l e to permit the approval of both S i n c l a i r type u n i t s 

and Gulf type u n i t s and other type u n i t s t h a t may be proposed t o 

the Commission. P r a c t i c a l l y e l l aspects of the Gulf sketch, which 

they have I b e l i e v e i d e n t i f i e d as E x h i b i t 2, vary i n some respects 

t o S i n c l a i r u n i t s . For instance, s t a r t i n g w i t h the surge tank 

where the o i l s t a r t s i n t o the LACT system, they have both a high 
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and low l e v e l switch t o s top and s t a r t the pump. S i n c l a i r does 

not have e i t h e r h i g h or a low l e v e l switch i n i t s surge tanks to j 

c o n t r o l the pump. Our pump i s s t a r t e d hy a clock mechanism and J 

the pumper sets the number of s t a r t s a day t h a t best s u i t s h i s j 
i 

o p e ration i n the lease up to 96 s t a r t s a day. As f o r th e s top j 

l e v e l s w i t c h , we have two. The pressure I s control e d by Murphy 

switches I n s t a l l e d i n the LACT u n i t s . I t ' s not on t h i s surge tank 

and one switch w i l l stop the d e l i v e r y from the surge tank at ?0 

inches above the o u t l e t and the other w i l l stop i t at 2k inches 

above the o u t l e t , so the surge tank i s not c o n t r o l l e d by f l o a t 
i 

l e v e l switches. There Is a high l e v e l emergency switch s h u t t i n g 

the lease i n case of f u l l storage. We do have an emergency s h u t - i n 

switch at the top of the tank which does s h u t - i n the f a c i l i t y i f ! 

the surge tank f i l l s up. The next item i n which we have d i f f e r e d 

i s t h a t we don't i n s t a l l the a i r - e l i m i n a t i n g device. We have i n i 

i t s place a f e a t u r e where we have a 3-way valve and when our timer 1 

turns on the u n i t , the u n i t i n i t i a l l y c i r c u l a t e d f o r some 15 ^ i n u t e s 

out o f the sur-e tank to the LACT system and back i n the surge ! 
tank and t h a t 15 minute cycle enables the meter, the temperature • 

I 
bulb on our meter, to come up to temperature. I t purges the l i n e ! 

I 
of a i r and gas and i t flushes out any sediment t h a t might have ! 

I 

occurred during the shut down period and t r a n s f e r . "Therefore, the 

a i r e l i m i n a t o r i s not a necessary device on our u n i t , we f e e l . The 

next item I s the meter i t s e l f and they specify a safety shut down 

switch and we do not i n c o r p o r a t e t h a t on the meter. We get around 
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t h a t f a c i l i t y by having two basic designs which we use a l t e r n a t i v e l y . 

I n case of low production where the lease i s being mostly produced 

by low capacity w e l l s , where we have small amounts of prod u c t i o n , 

we set j u s t one temperature component meter on our LACT u n i t and 

we f e e l by having the pumper personnel on the lease producing h i s 
i 

w e l l s we have not gone t o automation out here on these i n s t a l l a t i o n s . 

We have personnel on the lease, they are i n s p e c t i n g these meters : 

several times a day, they a c t u a l l y record the meter readings every 

morning and check them several times throughout the day, and we 

f e e l i n the event the meters were t o f a i l t o f u n c t i o n p r o p e r l y , \ 

the personnel would be aware of I t i n a matter of hours. I n low • 

p r o d u c t i v i t y w e l l s , we f e e l t h a t i t would be a very simple matter j 

to estimate w i t h i n a few b a r r e l s e x a c t l y the production that passed! 

the meter and was not metered and vie have worked t h i s f e a t u r e out 

w i t h several pipe l i n e s and under those c o n d i t i o n s , they have 

connected and have been agreeable t o them. I t i s what we consider 

a reasonable f e a t u r e i n the event we are r i d i n g a considerable amount 

of o i l . We place no meters i n the LACT u n i t . One i s checking the 

jother and i n the event one were t o f a l l , we would have t h e other 

meter as a check. 

Now, a more common f a i l u r e of i t besides a breakdown 

t h a t could cause the meter not t o measure o i l would be a sha f t 

shearing i n the meter or some major t h i n g which i s very unusual, 

I t does not happen f r e q u e n t l y at a l l . A major meter f a i l u r e , we 

b e l i e v e , I s a f a i l u r e of the temperature c a l i b r a t i o n and I f I t ' s 
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no longer o p e r a t i n g , i t throws a s l i g h t amount of a i r I n t o the j 

I 

o i l going through the meter which you assume i s being corrected forj 

temperature, ard t h a t f a i l u r e i n one meter I n s t a l l a t i o n , such as j 

Gulf oroooses, Is r o t detectable u n t i l the next c a l i b r a t i o n , once j 
l 

a month, which has been mentioned. However, i n the case of large i 

volumes of o i l where we have the two meters i n the. l i n e , we have 

one meter t o check against the other at a l l times and each has a 

separate temperature compensating device and t h e r e f o r e we f e e l 

t h a t when the meters are not agreeing a c a l i b r a t i o n i s immediately 

c a l l e d f o r . The i n c o r r e c t meter Is determined and we have a accu

r a t e measurement of o i l f rom the other meter so t h a t ' s how we get 

around i n not i n s t a l l i n g the safety shut down sw i t c h . We don't 

consider i t necessary, considering the other w=y we do I t . j 
1 

Q Have you completed your answer t o t h a t question? 

A I b e l i e v e I have w i t h the one exception t h a t t h i s 

sketch does show a master meter prover connection system. We use 

a l t e r n a t i v e methods l i k e prover tanks. 

Q The S i n c l a i r u n i t i s s u b s t a n t i a l l y d i f f e r e n t from \ 

the Gulf, I assume. Probably other companies may have u n i t s s t i l l ! 

d i f f e r e n t from S i n c l a i r u n i t s ? ; 

A That's c o r r e c t . i 
i 

Q A l l of them have p o s s i b l y received approval by the 

Commission at hearings i n the past? 

A Yes, s i r . 

Q Hr. Nutter has proposed a r u l e which would i n -
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corporate s minimum standard f o r aooroval of these u n i t s by ad

m i n i s t r a t i v e a c t i o n w i thout a hearing. I w i l l ask you t o s t a t e 

whether you're i n agreement w i t h the r u l e s proposed by him and i f 

you are not i n agreement p o i n t out i n which respects and your j 

reasons as to whether any of these minimum requirements may be i 

I 

dropped? • 

A I am i n agreement w i t h Mr. Nutter's r u l e completely 

except f o r one or two items. On h i s paragraph 3» s e c t i o n ( g ) , I 

am not i n agreement w i t h t h a t p r o v i s i o n i n s o f a r as i t applies t o . 

what I h^ve j u s t been t a l k i n g about. I b e l i e v e I have explained 

t h a t ooint s u f f i c i e n t l y . One other p r o v i s i o n t h a t I am not i n 
I 

agreement w i t h i s t h a t paragraph (d) of t h a t same paragraph 3» \ 

subparagraph (d) where he has required t h a t set-stop counters be j 

i n s t a l l e d to stop the flow of o i l through the system at the time 

the allowable has been run. I b e l i e v e t h a t t h i s I s a steo towards 

automation r a t h e r than t r a n s f e r p r o v i s i o n . I b e l i e v e I f you are 

going to have an automatic f l e e t t h a t you would c e r t a i n l y need 

t h a t automatic f e a t u r e i n your LACT system. powever, i t i s my 

opi n i o n t h a t you do not need an automatic shut o f f device on your 

meter i f you haven't put i n an automatic lease because you w i l l 

have personnel on the lease - - I know S i n c l a i r does - - operating 

the lease, f l o w i n g the w e l l s , producing the w e l l , and at the same 

time keeping up w i t h t h e i r production through reading the meters j 

or gauging the tanks; so we have been successful i n something j 
i 

over 20 i n s t a l l a t i o n s i n the southwest. Now, we have been successful 
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i n s h u t t i n g o f f the leases at the end of the month at the proper 
! 

time and not producing t o an extent where I t becomes any Vine of 

a problem. I t i s not an undue hardship to manually close the 

lease i n when you are using an L'CT system.. So I do not concur w i t h 

paragraph ( d ) . 

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

adoption of t h i s p r o v i s i o n of Rule 309-A? 

A I would recommend tha t i t "just be deleted p rom t h i s 

n r o v i s i o n . 

Q 

A 

XR. 

You f a v o r t he r e m a i n d e r o f t he proposed r e v i s i o n ? 

Y a s. 

Do you h^ve a n y t h i n g f u r t h e r t o add? 

b o , s i r . 

301Ty :-:: Does anyone have a q u e s t i o n o f ?-ir. Anderson? 

CROSS WO'KIIA^IPN 

BV MR. PAYIbi: • 

Q Mr. Anderson, i s i t your understanding t h a t most j 

pipe l i n e s r e q u i r e the set stop counters t o stop the f l o w of o i l j 

through the system when the allowable has been run? j 

A No, s i r , i t ' s not rny b e l i e f . We are connected to j 
I 
i 

three d i f f e r e n t pipe l i n e s i n the Midland D i v i s i o n and none of | 

them requires t h i s allowable f e a t u r e t o s h u t - i n the LACT unit:. 

None of them have i t . 

Q I f t h i s were a requirement, then none of your u n i t s 

would have been e l i g i b l e f o r approval by the D i s t r i c t Supervisor? 
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A By the Commission, yes, th a t i s c o r r e c t . 

Q None of yours would have been e l i g i b l e ? 

A That's r i g h t . 

Q, That i s s o l e l y because of paragraph (d) or i s i t 

also because of paragraph (g)? j 

A I t ' s c e r t a i n l y because of paragraph ( d ) . With r e - ; 

gard t o paragraph ( g ) , i t says "adequate f a i l - s a f e f e a t u r e s . " Now, 

whether doing i t i n the manner I explained i s an adequate f a i l - s a f e 

f e a t u r e - - i f i t were t o be decided t o be such and i t undoubtedly 

has by the Commission when they approve these f o r i n s t a l l a t i o n i n 

New Mexico - - I would say t h a t i t ' s only w i t h regard t o paragraph 

fd) t h a t our i n s t a l l a t i o n would f a i l t o q u a l i f y . 

CROSS EXAMINATION 

BY MR. MORRIS: 

Q, Mr. Anderson, how much expense i s involved p u t t i n g 

one of these automatic cu_t o f f equipment on as set f o r t h I n para

graph (d) on your system? 

A. I don't "know, but I would estimate somewhat i n the 

neighborhood o f $100. I do not know the cost of t h a t item. 

Q I f i t were made a. requirement by the Commission, 

would you f e e l t h a t I t was p r o h i b i t i v e i n cost? 

A I b e l i e v e t h a t i t would c e r t a i n l y be one p o i n t . We 

have personnel on our leases, pumpers serving our leases who are 

oaid t o do t h a t and t o out t h i s added feature on there we f e e l 

would be undesirable from several standpoints „ I t might promote 
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subconscious l a x i t y . T would not recommend t h a t we i n s t a l l i t " ! | 

Q Other than where you have pointed out t h a t you 

disagree w i t h t h i s proposal, I take i t you are supporting the Com- j 

mission's proposed r u l e , i s t h a t c o r r e c t ? | 

A Yes, s i r . 

MR. MORRIS: Thank you. 

(Questions by Mr. P o r t e r ) : Mr. Anderson, e x p l a i n a 

l i t t l e b i t f u r t h e r the f e a t u r e t h a t you have which prevents o i l 

from passing through the pipe l i n e i n the event the meter f a i l s . 

A I t ' s been our experience whenever we have a f a i l u r e 

where o i l has gone through the pipe l i n e - - and I understand t h a t 

t h i s i s a very r a r e s i t u a t i o n , i t s very i n f r e q u e n t because i t i s a 

matter of n e g o t i a t i o n based upon past h i s t o r y , past, recent h i s t o r y . 

Now, i n the event of a power f a i l u r e where a l l of the o i l i s being j 

discharged by a delinquent pump the valve r e t u r n s t o the closed j 

p o s i t i o n a u t o m a t i c a l l y so i n case of power f a i l u r e there i s no : 

t r o u b l e . The only way t h a t o i l can be d e l i v e r e d t h a t i s not being ' 

i 

measured I s i n the meter i t s e l f , i f a s h a f t were t o shear o f f the 

meter, which again i s a most uncommon occurrance. You can't say i t j 

i s Impossible because sometimes i t ' s known t o happen but t h a t ' s the; 

only way. I n case of large capacity leases we do have the two 

meters checking one against the other. I n the case of small ca

p a c i t y leases, why, we have them a l l on 2ii hours a day. The i r 

allowable i s a l l they can take. We know j u s t about what those 

w e l l s are making and we f e e l we can receive f a i r treatment from 
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these pipe l i n e s i n t h a t u n l i k e l y event t h a t i t happens. I t 

doesn't haopen o f t e n enough t o j u s t i f y i n c o r p o r a t i n g the automatic 

shut down switch on the meter. 

Q You wouldn't know despite the f a c t t h a t I t ' s A°I 

recommended p r a c t i c e ? j 

A They're w r i t t e n by groups of operators from many j 
i 

companies w i t h t h a t idea and they represent a negotiated set of 

standards t h a t they e l l can subscribe to and they give and take 

a l l of the way through the instrument. The instrument, too, I s 

designed t o be a l l i n c l u s i v e and handle every s o r t of s i t u a t i o n , 

whereas t h e ' s p e c i f i c i n s t a l l a t i o n - - I t h i n k i f the operator i s 

i n t e r e s t e d i n saving money and economizing and producing h i s o i l i n 

the most economical way, he w i l l devote a l i t t l e Personal a t t e n t i o n 

to each i n s t a l l a t i o n and he w i l l f i n d t h a t some things t h a t would 

be r e q u i r e d i n one f i e l d would not be required in. another; due to 

the d i f f e r e n c e i n crude, the d i f f e r e n c e i n volume production and 

depth. API standards, I n my o p i n i o n , can't hope to be the only 

way you can do i t . This i s an e x c e l l e n t guide to cover the general 

case, but I b e l i e v e t h a t I n t h i s respect I f the A D I i s r e q u i r i n g 

something l i k e t h i s , I do not concur w i t h them w i t h regard t o t h i s 

one recommendation. 

Q Now, d i s r e g a r d i n g the cost of these features t o 

provide assurance against mismeasurement i n the case of a power 

f a i l u r e would you say i t i s more d e s i r a b l e t o have t h a t f a i l safe 

f e a t u r e than t o not have i t ? 
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A I n the case of our LACT u n i t where we are handling j 

large volumes, it is not desirable to have it in my opinion, - - \ 
1 

unless I am overlooking something here - - i n t h a t we have two i 

i 
meters i n series one checking against the other both of which are j 

i 

kept i n p e r f e c t o p e r a t i o n , so t h e r e f o r e i t i s not d e s i r a b l e t o 

have some a d d i t i o n a l mechanical device hung on these meters t h a t 

may tend t o f a i l i t s e l f . When those f a i l safe devices i n the 

meter stop r e g i s t e r i n g and so f o r t h , they do not p r o t e c t against a 

f a i l u r e I n the temperature compensating device and t h a t does f a i l 

o c c a s i o n a l l y on these t h i n g s and we f e e l our meter i s superior i n 

t h a t we have two meters, two compensating devices, one t o check 

against the other. I n t h a t case I would say i t would be b e t t e r not 

to have the f a i l safe device t o shut the lease i n i n case a meter 

f a i l s because the other meter i s used as s check. 

Q Well now, you say t h a t i n the event of a power f a i l 

ure i t i s a u t o m a t i c a l l y taken care of anyway, I s t h a t c o r r e c t ? • 

A Yes. 

Q F a i l u r e on the part of a meter i n the case of a « 

severed s h a f t where you have two meters would probably be an assur-1 
i 

ance against mismeasurement of o i l ? 

A Yes. 

Q 'What i s the breaking p o i n t at which you decide t o 

put two i n series or j u s t one? 

A We have been breaking at about 5 to 6 hundred 

b a r r e l s per day. 
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Q And you have no assurance on a lease producing: 5 

or 6 hundred b a r r e l s oer day or less that you wouldn't mismeasure 

o i l i n the event of a f a i l u r e , i s t h a t c o r r e c t ? 

A We have t h i s assurance; we don't a n t i c i p a t e any 

such f a i l u r e as c l o s l y as we watch and c a l i b r a t e and w i t h the per

sonnel on the lease. We don't a n t i c i p a t e t h a t we w i l l have very ! 
! 

many f a i l u r e s , and f u r t h e r , we don't a n t i c i p a t e t h a t we w i l l have ! 

a f a i l u r e f o r very long; i t would be a matter of hours. j 

Q I r e a l i z e your assurance t h a t you wouldn't mis- j 
1 

measure o i l , t h a t you don't a n t i c i p a t e i t . What happens i f you j 

did have a f a i l u r e ? 

A I t ' s only a matter of hours u n t i l i t ' s c o r r e c t e d . 

Q But the same o i l has been passed through the system 

t h a t has not been metered. 

A Because i t ' s a low-capacity system. 

Q I t could be up i n the 5 or 6 hundred b a r r e l s ? 

A Yes. 

MH. PORTER: Does anyone have any question of the witness 

OROS S EXAMINATION 

BY MR. PAYNE: 

Q Would you delete a l l of paragraph (d) or j u s t the 

f i r s t sentence? 

A I have no o b j e c t i o n t o the second sentence. 

MR. PAYNE: Thank you. 

j 
MR.PORTER: Are there any f u r t h e r Questions? The j 
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witness may be excused. 

(Witness excused) 

MR. PORTER: Does anyone wish t o present any f u r t h e r 

testimony i n t h i s case? Would anyone l i k e to make a statement? 

MR. KASTLER: I have a statement I would l i k e t o make 

f o r the record. 

MR. DORTER: You may proceed. 

MR. KASTLER: Gulf d i d not and does not now advocate the 

t y p i c a l type of '"GT u n i t t h a t would be adopted as the only aoprov-

able LACT u n i t w i t h o u t n e c e s s i t a t i n g a hearing. We provided i n 

paragraph 3 of our proposed r u l e change t h a t a p p l i c a t i o n f o r ad

m i n i s t r a t i v e aoproval merely s t a t e as a f a c t the proposed i n s t a l l a 

t i o n i s b a s i c a l l y s i m i l a r i n design and operation t o one p r e v i o u s l y 

approved by the Commission. 

We proposed our amendment as a s u b j e c t i v e approach to 

the problem b e l i e v i n g i t would orovide the utmost s i m p l i c i t y and 

f l e x i b i l i t y . We d e l i b e r a t e l y intended t o exclude from t h i s case j 

the r e p o r t i n g of f a c t s which were i n our opi n i o n concerned w i t h 1 
i 

producing equipment r a t h e r than d e l i v e r y equipment. We also assumed, 

as a given f a c t t h a t the o i l i n the surge tank would have been 

already purged of a l l unsoluble i m p u r i t i e s f o r the reason t h a t t h i s 

i n v o l v e s , i n Gulf's system at l e a s t , the producer's f a c i l i t y l ocated 

at and operated i n c o n j u n c t i o n w i t h the heater t r e a t e r s . 

F i n a l l y , I wish t o s t a t e t h a t Gulf i s p r i m a r i l y seeking 

r e l i e f from what we consider unnecessary hearings and th a t we 
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appreciate the e f f o r t of Mr. N u t t e r and the Commission s t a f f both 

i n c a i l i n g t h i s hearing and i n t h e i r c o n s t r u c t i v e proposals; and, 

t h e r e f o r e , have no serious o b j e c t i o n t o the adoption of the Co-

mission's proposed r u l e and form C-106 i n l i e u of t h a t proposed 

by Gulf. 

MR. PORTER: Does anyone have anything else to say? 

MR. 3IJELL: I am Guy B u e l l f o r Pan American Petroleum j 

Corporation. Pan Am i s i n agreement w i t h the o b j e c t i v e s of both j 

the Gulf proposal as w e l l as Mr. Nutter's proposal. We would not j 

object i f e i t h e r one were adopted. We do lean to Mr. Nutter's 

proposal because of the more d e t a i l e d requirements set out i n the 

Nutte r proposal. 

MR. BRATTON: Humble O i l i s I n support of the a l t e r a t i o n 

of Rule 309-A as proposed by Mr. N u t t e r and the Commission s t a f f . 

I n s t a l l a t i o n s are proposed which q u a l i f y according t o the basic 

requirements and reduce a d d i t i o n a l work loads which would be im

posed upon the Commission. R e p e t i t i o u s hearings are not warranted. 

We would suggest and recommend, however, t h a t f u r t h e r c o n s i d e r a t i o n 

be given t o the p r o v i s i o n i n s e c t i o n 3 (h) - 1 proposed by Mr. 

Nu t t e r r e l a t i v e t o the annual flow l i n e s where adequate precautions 

are exercised t o maintain the f l o w l i n e s i n s a t i s f a c t o r y c o n d i t i o n . 

I t i s b e l i e v e d t h a t r e c u r r i n g t e s t s are not warranted and are an 

unnecessary burden on the producer. I n a d d i t i o n to the expense 

i n c u r r e d , loss of produc t i o n would l i k e l y ensue since a number of 

operators probably use cold water or such t e s t s f o r maximum safety.! 
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I t i s Humble's theory and we honestly suggest a more f l e x i b l e pro

v i s i o n be d r a f t e d , t h a t I t be d r a f t e d and adopted. 

MR. ROBINSON: I am Sd Robinson of Texaco Incorporated, j 

Texaco concurs i n the o b j e c t i o n s proposed by both Gulf and Mr. 

Nu t t e r . However, Texaco also s t r i v e s to e l i m i n a t e any adminis

t r a t i v e burden regardless of how small i t i s i f we f e e l t h a t per

haps i t i s unwarranted. The requirements t c get a l e t t e r from the 

pipe l i n e a u t h o r i z i n g agreement w i t h the proposed LACT u n i t i s 

what we f e e l t o be an a d m i n i s t r a t i v e burden i n th a t even though 

they do give a l e t t e r concurring w i t h your a p p l i c a t i o n , before the 

u n i t i s complete you s t i l l have to s a t i s f y the pipe l i n e w i t h your 

i n s t a l l a t i o n and they may r e q u i r e some minor change on i t even 

though p r e v i o u s l y they had approved your recommendation and we 

f e e l t h a t t h i s requirement, even though small, can of t e n r e s u l t i n 

a delay. 1 I t ' s kind of l i k e w r i t i n g to an operator requesting a 

waiver. He wants t o do the work f i r s t before he gets around t o 

g i v i n g you t h i s waiver and o f t e n times there i s a 10-day period 

before you get the l e t t e r . 

This might hapoen w i t h the ->ipe l i n e . Maybe the man 

that handles i t I s on vacation and we might happen to be delayed I 

maybe 30 days and regardless of the i n s t a l l a t i o n we are s t i l l held j 

i 

responsible to the pioe l i n e company I n th a t we have to g et t h e i r i 

f i n a l okay on i t and we request t h a t t h a t p a r t be e l i m i n a t e d . 

MR. PORTER: Would anyone else l i k e to make a statement?; 

MR. Mc GAIN OK: I am R. h. Mc Gannon, Standard of Texas..' 
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We are i n agreement with the rul e change but believe consideration j 
i 

should be given as set f o r t h by the operators. « 

MR. DORTER: Does that conclude the statements? 

I f there Is nothing f u r t h e r , the Commission w i l l take > 

the case under advisement. ! 

We w i l l have a short recess at t h i s time. 

(Whereupon recess was taken at 2:5>0 cm.) 
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