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BEFORE THE 
OIL CONSERVATION COMMISSION 

Santa Fe, New Mexico 
December 16, 195^ 

Application of the Commission upon its own : 
motion for revision of Rule 312 of its Rules : No. 779 
and Regulations to promulgate supplementary : 
and additional rules governing the acquisition,: 
transportation and sale of drip gasoline and : 
trap o i l . : 

BEFORE: 

MR. E. C. (Johnny) WALKER 
MR. WILLIAM B. MACEY 

TRANSCRIPT OF HEARING 

MR. MACEY: The next case on the docket is case 779, which 

has been continued for the past two months. Does anyone have any 

comments or statements or testimony to give in case 779? 

MR. GIRAND: The Commission has previously been furnished witt 

recommended orders, one by the Famariss Crude Oil Purchasing Company 

and one by the E l Paso Natural Gas. We heartily urge the Commissio]! 

to adopt the recommended amendment of the Famariss Crude Oil Purcha:sing 

Company, and i f the Commission would like to have some proof in 

regard to the matter, why we are prepared to offer some proof as to 

the method of handling of this type of commodity on the East side. 

I am not familiar with the San Juan Basin area. There was some 

testimony given here at the last meeting and we just feel that the 

reporting forms as requested and required by our proposed amendment 

would give the Commission a complete and adequate check of this 
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2 
property and will insure the purchasers of this product of having 

acquired legal oil, so to speak. Now i f the Commission please, I fd 

like to call Mr. Newman and have him sworn. 

I'd like to make this announcement to the Commission, that 

the proposed amendment to Rule 312 as proposed by the Famariss 

Crude Oil Purchasing Co. are the rules under which the Famariss 

Crude Oil Purchasing Co. i s now operating and has been operating 

ever since the old tank or treating plant rule was enacted. 

J O E NEWMAN 

called as a witness, having been fi r s t duly sworn, testified as 
follows: 

DIRECT EXAMINATION 

By: MR. GIRAND: 

Q State your name, please, s i r . 

A Newman, Joe Newman. 

Q And where do you live, Mr. Newman? A Hobbs. 

Q What business are you engaged in, Mr. Newman? 

A Well, I have got two businesses, one, I operate a fil l i n g 

station there and I also pick up drip gasoline. 

Q I see. How much of your time is used or consumed in the 

picking up of drip gasoline? 

A Oh, I couldnH rightly say how much time I put in. 

Q How many units do you operate to pick up drip gasoline? 

A One. 

Q What is the capacity of that unit? 

A I believe i t i s 1690 gallons. 

Q Is i t constantly in use in the picking up of drip gasoline? 

A No, s i r . 
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Q How much drip gasoline would you say that you pick up on 

an average, a month? 

A Well, i t * s been different every month since I picked i t up 

Q Well, do you have with you any record of the amount of d r i 

gasoline you picked up i n the month of November? 

A Yes, s i r . 

Q How much gasoline did you pick up i n the month of November 

A I'd have to look at the records there and see« 

Q Do you have your records? 

A There i s about, I believe, four different places has 

records of that. 

Q Do you have the records, Mr. Newman? 

A Yes, s i r , I have theau 

Q Would you mind referring to them, please, sir? 

A No, take me a l i t t l e b i t here to find i t , I may not have 

the November's, I have the October*s. 

Q A l l r i g h t , s i r , I w i l l change my question. What does your 

report for October show? 

A I t shows 15^5 barrels and 7h hundredths to one refinery 

and to one - -

Q What refinery? 

A Wicket. 

Q Wicket, Texas? 

A Wicket, Texas, and to Mr. Walter Famariss Refinery was 

110 barrels and 78 one-hundredths. 

Q Now did you make any other sales? A No, s i r . 

Q Do your records show where you acquire this gasoline? 

A Yes, s i r . 

• 

D 

? 

ADA DEARNLEY & ASSOCIATES 
STENOTYPE REPORTERS 

ALBUQUERQUE, NEW MEXICO 
TELEPHONE 3-6691 



4 

Q And where did you acquire i t ? 

A I acquired i t from Permian Pipe Line. 

Q I n Lea County? 

A I n Lea County, yes, s i r . 

Q And how many drips were involved i n obtaining t h i s amount 

of f l u i d ? 

A Well, I have an Exhibit A here that has every d r i p on i t , 

we'd have to count them, there's over a hundred of thenu 

Q There's over a hundred? A Yes, s i r 0 

Q And how often do you f u r n i s h service t o these drips? 

A I t r y to check them twice a week, get around t o a l l of th^m, 

Q Now i f I understand you r i g h t , the entire amount of drip 

gasoline that you pick up i s either transported to the Wicket 

Refinery or the Famariss Refinery, right? 

A Yes, s i r , that i s r i g h t . 

Q Nov; what was the other business that you were engaged i n , 

Mr. Newman? A I have a f i l l i n g s t a t i o n i n Hobbs. 

Q I s that a -- A Gulf. 

Q Gulf Station? A Gulf Station i n Hobbs. 

Q Are you the sole owner of both businesses? 

A I am not, I — the Gulf Station i n Hobbs, I have a 

partner i n t h a t . 

Q You have a partner i n the Gulf Station? 

A Yes, s i r . 

Q Do you have any partner on your dr i p gasoline? 

A Well, a couple of working partners with me. 

Q Working partners? A U-huh. 
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5 
Q Do you mind giving us their names? 

A Tipton and Cothran. 

Q What is-Mr. Tipton's f i r s t name? A Jack E. 

Q Jack E. Tipton and Cothran? 

A C~o-t-h»*r-a»n, Cothran. 

Q And what are his initials? A G. T. 

Q Now what are their duties in regard to your drip gasoline 

operations? 

A Well, they, they drive a truck and pick i t up. 

Q They drive a truck and pick i t up? A U-huh. 

Q Now when you acquired this gasoline, just t e l l the 

Commission what you do, in other words, do you make any report to 

Permian on this? 

A Yes, s i r , I make a weekly report to them on every week 

as to what I pick up, the number of drips that I blow and the locati 

Q I see. Then do they furnish you with the C-110? 

A They dontt furnish me with anything, I get that from the Oi 

Commission. 

Q Well, now on what records do you furnish the Oil Commissior 

to get a C-110? 

A I give him a report, a monthly report. 

Q And on the basis of that monthly report, do you then requii 

a C-110? A U-huh. 

Q Now during the month do you retain a l l of the drip gasoline 

in one central storage and then after you get your month*s runs ask 

for a C-110, or do you sell i t by the load? 

A I sell i t by the load as I get i t , I have got storage foi 

i t . 

ons. 

1 
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Q Beg pardon? A I have storage. 

Q I understand, but you don't use that f o r the purpose of 

accumulating the drip gasoline, do you? 

A Not by months at the time, I don't. 

Q Now do you have any records before the Commission showing 

the quantity of gas, drip gas, that you are s e l l i n g to either 

Wicket or to the Famariss Refinery p r i o r t o your monthly report? 

A I have a report, the gallons, on every gallon that I have 

ever sold to anybody. 

Q I appreciate t h a t , but I mean at the time you actually 

delivered the gasoline or the drip gas to Wicket or to Famariss, 

do you at that time have a C-110 t o support the movement? 

A Yes, s i r . 

Q You do at that time? 

A I have one to cover i t before I ever s e l l i t to anybody. 

Q Now how do you acquire that C-110, what do you show the 

Commission to acquire a C-110? 

A Well, you can't r i g h t l y show any designated gallons or 

barrels on t h i s drip gasoline business, you might go out there and 

get, say you wanted an allowable f o r C-110 f o r a thousand ba r r e l s , 

you might not get 200 barrels, and — or you might get 2,000 

barr e l s , you can't designate as to how much, there i s no way of 

f i g u r i n g how much you are going t o get out of that t h i n g . 

Q Well, how do you ar r i v e at requesting a C-110? 

A Well, we j u s t guess at a f i g u r e . 

Q I n other words, just go i n and say, " I want a C-110 f o r 

so many barrels", i s that right? A Right. 

Q And at that time you don't have any barrels, i s that r i g h 
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7 
A That is right, not even - -

MR. GIRAND: I believe that i s a l l . 

A - - not any guaranteed. 

MR. GIRAND: I believe that i s a l l . 

MR. MACEY: Any questions of the witness? 

CROSS EXAMINATION 

BY: MR. JOHNSON: 

Q Mr. Newman, when you pick up this gas, are the traps on 

the Permian Basin Pipeline after i t has already passed through the 

meter between the pipeline and the wellhead? 

A I pick i t up after i t ' s gone through the meter and got out 

into the line. 

Q In other words, the amount of gas to be taken has already 

been determined? A Yes, s i r . 

Q Before the condensation takes place in the line where you 

pick i t up? A Yes, s i r . 

Q This condensation of the gas, is that subject to your 

control or control by the Permian Pipeline? 

A I have a contract to pick that up after i t gets into the 

lines. 

Q The condensation, Mr. Newman, is there any way that you 

can control the condensation of the gas? A No, si r . 

Q Isn't that just a natural process? 

A That is right. 

Q Subject to changes in accordance with temperature changes, 

thermal conditions and pressure, temperature changes and pressure 01 

the line? A Right. 

Q In making application for your C-110, do you just estimate 

i 
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the amount of gas that you are going to pick up? 

A Yes, s i r . 

Q And turn that i n to the Conservation Commission office 

i n Hobbs, New Mexico? A Right. 

Q And i n arriving at that figure, i t i s necessary for you 

to estimate the amount of gas that w i l l condense through a natural 

process? A Yes, s i r . 

Q And i n arriving at that figure, do you take any considerat 

of the amount of gas that you have picked up i n the preceding month 

A Yes, s i r . 

Q The meter through which the gas passes, I want the 

Commission to thoroughly understand the position of that meter, 

Mr. Newman, is that between the wellhead and the pipeline? 

A Yes, s i r . 

Q Now these drips which you service, are they on the pipelin 

after the gas has already passed through the meter? 

A Yes, s i r , they are. 

Q And the quantity of the gas to be taken from any particula 

well has already been determined at that time? A Right. 

Q And the gas which you are picking up from these gas drips, 

whose product i s that i f you know? 

A I wouldn't r i g h t l y know i f i t come from - -

Q Can you t e l l from any particular well, I mean t e l l how 

much of the gas that you pick up comes from any particular well? 

A No, s i r . 

Q Do you know how many wells are tied into the line that you 

service? 
have 

A No, s i r , I'd just/to count them up on this map, Mr. Johnso 

ion 

s? 

r 
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I don't know. 

Q Can you state with an approximate degree of accuracy? 

A Oh, I T d say a hundred and five, ten, somewheres along ther 

twenty-five, a hundred and twenty-five, up to a hundred and twenty-

five. 

Q In servicing these drips, you testified that you serviced 

them twice a week? A Yes, s i r . 

Q When you go back to service the drips, do you always find, 

gas in each drip? A No, s i r . 

Q How long does i t take for a quantity of gas to accumulate 

in there, based on your past experiences, Mr. Newman? 

A That is something else you can't determine either, i t , i t 

might get some in there, oh, we'd say 2k- hours and you pick up a 

barrel or two, you go back in another 2k hours or so, might not be 

a drop, might be dry, i t might have gone somewhere else down that 

line, i f there was any, and I couldn't rightly say that at a l l . 

Q In other words, the quantity of gas that condenses is 

determinable by the amount of pressure on the line and the thermal 

changes? 

A I t i s , and the way i t drops out, i t has to do with the 

moisture that collects in the line some, I guess, now I don't know 

anything about that part of i t , what makes i t collect or where i t 

comes from, i t comes out of some well somewhere. 

MR. JOHNSON: That i s a l l . 

REDIRECT EXAMINATION 

By: MR. GIRAND: 

Q Mr. Newman, do you have any serious objection to the Oil 

Conservation Commission regulating this type of operation? 

ADA DEARNLEY & ASSOCIATES 
STENOTYPE REPORTERS 

ALBUQUERQUE, NEW MEXICO 
TELEPHONE 3-6691 



IQ 
A No, si r , i f the Coaunission sees f i t to regulate that, i t 

is a l l right with me. 

Q And don't you think that i t is such an industry that ought 

to be regulated? 

A I do. 

MR. GIRAND: That is a l l , s i r . 

RECROSS EXAMINATION 

By: MR. JOHNSON: 

Q May I ask one more question of the witness. Mr. Newman, 

the Commission has regulated your operations up to this time, have 

they not? A Right. 

Q Do you have any objections to the Commission continuing 

the regulations that they now have into effect? 

A No, si r , i t i s a l l right. 

Q Are you familiar with the amendment of Rule 312 as propose 

by the Famariss Oil Refining Co.? 

A I have read i t , yes. 

Q Do you have any objections to that rule? 

A Well, other than what I am already doing, I don't think I 

would object at a l l . 

Q In other words, under subsection D, i f the Commission 

please, I'd like to read this to Mr. Newman, the rule as proposed. 

"The Commission shall issue a permit to any purchaser or transporte 

not a common purchaser as defined by the rules of the Commission, 

upon such purchaser or transporter filing an application for a 

permit, such application to show the following, to wit: the name 

and location or the lease trap or pit." Is i t possible for you to 

show the name or location of the lease from which this comes? 

d 
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A I t would be impossible for me to show i t , I couldn't. 

Q In other words, you don't know where the gas, what particu 

lease the gas comes from - - A No, s i r . 

Q - - which condenses out? A No, s i r . 

Q I t i s a l l poured into a common line? 

A Right. 

Q The source of such o i l or drip at the present time,you are 

furnishing the Commission that information, are you not? 

A Yes, s i r . 

Q In other words, the Commission i s advised that you are 

getting this from the Permian Basin Pipeline? 

A Right. 

Q The name of the owner or c^rsto*, you are furnishing the 

Commission that, are you not? 

A Yes, s i r . 

Q That is,the owner or operator of the pipeline from which 

you pick up the gas? A Right. 

Q Copies of contracts of purchase, have you furnished the 

Commission copies of your contracts of purchase? 

A With Permian? 

Q With Permian Pipeline. 

A I don't know whether they have one or not, I kinda think 

they do have. 

MR. MACEY: Mr. Johnson, Permian has given us a copy of the 

contract. 

MR. JOHNSON: Permian has furnished you that. (Resuming) 

The location of the permanent storage to be installed by the 

permittee, you are doing that, are you not? A Yes. . . 

Lar 
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q Isn't that shown on your C-110? A Yes, s i r . 

Q Now do you have any objections, Mr. Newman, to the $25,000 

surety bond? 

A Well, I do, yes, s i r . 

Q Is that bond necessary to your operation? 

A Well, that i s the reason I object, I don't think so, I 

don't believe i t i s . 

Q The gas which you are picking up is gas owned by the 

Permian Basin Pipeline, is i t not? A Yes. 

Q And by the terms of your contract, i f you violate any of 

the regulations or rules or breach your contract with the Permian 

Basin Pipeline, i s that contract subject to cancellation? 

A Yes, s i r . 

Q And the product which you pick up in every occasion i s 

gas owned by the Permian Basin Pipeline? A Yes, s i r . 

Q Which they have purchased? A Yes, s i r . 

Q And the producing lessee, or the royalty owners, have been 

paid or w i l l be paid their pro rata share of the gas purchased? 

A Yes. 

MR. JOHNSON: I believe that is a l l , i f the Commission please 

REDIRECT EXAMINATION 

By MR. GIRAND: 

Q Mr. Newman, i f you pick up the gas i n a trap or at a p i t , 

you know the location of that p i t , don't you? 

A Yes, s i r , I know the location of the p i t , but I don't know 

where the f l u i d come from. 

Q Well, you read this proposed rule, did you not, and i t say 

"the name and location of the lease trap or p i t " , i n other words, t 

• 

s 
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meant the source, that i s a l l i t means, and you are not t e l l i n g 

t h i s Commission that you don't want to t e l l them the source of 

where you get your products, do you? 

A I fur n i s h Permian weekly reports on every one of these 

locations, that I pick i t up from, D-2, D-2-ER-4, and i t i s marked 

r i g h t onthere, the number of gallons t h a t I got out of that one, 

I do t h a t , yes, s i r . 

Q Then you are complying with t h a t f i r s t one, aren't you? 

A l e s , s i r , I am doing t h a t . 

Q Mow what i s your primary objection to furnishing the 

Commission with a bond of your f a i t h f u l performance of these 

proposed rules? 

A Well, I don't object to i t insofar as the bond goes, but 

i t looks l i k e just an added expense there that i t i s not necessary 

to have. 

Q Then the expense of the bond i s your primary f a c t o r , 

i s that right? A That i s r i g h t . 

Q Have you made any inquiry as to the cost of a surety 

bond f o r $25,000? 

A Yes, I know what i t costs, i t i s very l i t t l e . 

MR. MACEY: Anyone have a question of the witness? I f not, 

the witness may be excused. 

MR. GIRAND: I have nothing f u r t h e r . 

(Witness excused.) 

MR. HILL: Ao L. H i l l with El Paso Natural Gas= As you 

know, Mr. Ben Howell, our counsel, usually i s here and handles 

these things very expertly 0 I am s i t t i n g around here t r y i n g to 

clear up a l i t t l e of my confusion that I have pertaining t o the 
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intent of the application of the rules as suggested by Mr. 

Famariss. As you know, we submitted for the Commission's consider­

ation a simplified, what we thought was a rather simplified rule 

to cover, and that pertained s t r i c t l y to condensates and other 

products that accumulate i n pipeline drips* That i s a l l that we 

are interested i n , that i s under discussion here at t h i s time. 

We f e l t — well, to begin with, we didn't understand that 

the Commission's original intention was to amend Rule 312 or what­

ever i t i s , pertaining to a l l these other things, creek o i l , p i t 

o i l and a l l that. We didn't understand at that time that the Com--

mission was th i n k i n g s t r i c t l y of drip products as such, and there­

fore, we wrote t h i s l i t t l e proposal j u s t as something to get 

started on. That pertains s t r i c t l y t o those products. I t i s s t i l ] 

our f e e l i n g that i f the working i n of some revis i o n of Rule 312 i n 

order to give the Commission the information, and we might say 

reports and con t r o l , i s what they want over dr i p products, means 

working that i n t o a r u l e where you f i n d i t d i f f i c u l t t o set up 

wordings and requirements to adequately care f o r the d r i p products 

along with a l l these other things. I f that i s t o be done, I thi n k 

that we should be e n t i t l e d to a good explanation and some assurancf 

of j u s t how that would af f e c t El Paso and Permain and these other 

pipeline companies operations and p a r t i c u l a r l y insofar as the 

ad d i t i o n a l paperwork and red tape,, so-called, would enter i n t o i t . 

Now I th i n k our Mr. Be-^ek, i n l a s t month's meeting, gave a 

b r i e f outline of our d r i p operations insofar as gathering and 

disposing of the drip products i s concerned, I n one instance, we 

gather from our drips, have our storage from which we s e l l to a 

transporter. Now as vou know, the wav i t was done now we keep an 

1 
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account of what we gather and store and then what we s e l l , and that 

i s duly reported to the Commission, as I understand, by the trans­

porter himself when he buys from us at those storage tanks. Now 

from our point of view, and incidentally since the drip gas, as we 

a l l know, i s one of those uncontrollable darn things, i t just happe 

i t i s a darn nuisance actually, i f you w i l l excuse the darn busines 

i t i s sort of a nuisance to the pipeline operation, particularly in 

the wintertime when you get extra large volumes of i t to contend 

with. We just gather that as a routine part of our gas system, i t 

i s there incidental to the gas and i t i s there to contend with, 

obviously we have to gather i t , store i t and then when i t i s sold 

to a transporter he i s now conforming to the Commission's require­

ments, as I understand. And the Permian, i n Lea County, I should 

say, why there we have a contract with a gatherer and he just 

reports to us how much he gathers, and I believe that i s also 

reported to the Commission but beyond,that El Paso isn't concerned. 

Now I think our prime interest here, aside from doing a l l we 

can within reason to cooperate with the Commission i n a l l our 

operations, we want that understood, but aside from that, our prime 

interest i n i t i s trying to make sure that we aren't unduly over­

burdened with extra paper work and requirements i n t h i s . That i s 

our position as I , stated. 

MR. MACEY: Thank you, Mr. H i l l . 

MR. GIRAND: I f the Commission please, I'd l i k e to ask Mr. 

H i l l one question, I realize he i s not under oath. Mr. H i l l , i n 

examining the proposed amendment to Rule 312, have you found 

anything i n that proposed amendment as submitted to you by the 

Famariss Crude Oil that puts any additional burden on the El Paso 

i s , 

s, 
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that they are not already doing or complying with? 

MR. HILL: Well, only t h i s and that i s when I said I f e l t thdt 

we'd need time to study i t , or at least have some assurance that i t 

i s n ' t going to add any p a r t i c u l a r burden t o us. Now how many of 

these propcrsed requirements would apply t o our operations? 

MR. GIRAND: I think your signed run t i c k e t i s your sole 

requirement on El Paso or on any pipeline or on any lease operator 

and that i s what i s being done by you,under your statement to the 

Commission, now that you are reported t o every week, the amount and 

from where. 

MRo HILL: Well, as I stated, we are pe r f e c t l y w i l l i n g t o go 

along with the way we are operating now on these things, i f i t 

doesn't change our r e s p o n s i b i l i t i e s and operations too much. Let 

us say, we want to cooperate t o the extent we can ju s t so we are 

not required t o have too many additional reportings and what have 

you on our day to day operations. 

MR. GIRAND: Mr. H i l l , the rule does not apply to your 

company or to any company who gathers t h e i r own product and then 

acquires, makes application f o r a C-110, i t only applies to the 

operator going up and down the f i e l d purchasing t h i s and gathering 

doing his own gathering there, applies to a l l those operators and 

I t h i n k the Commission ought t o know who they are and where they 

are getting i t and the volume. 

MR. HILL: Well, I think I made myself clear on t h a t . You 

see, that happens i n the San Juan r i g h t now, gather, and have our 

own storage and we s e l l from storage t o a transport and the way 

that i s handled now, i t i s per f e c t l y satisfactory to us, and we 

are pe r f e c t l y happy to go along with i t . Now whatever requirements 

16 
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the Commission might place beyond that on the transporter, why, of 

course, that would be a matter between the transporter and the 

Commission, not us. I am not saying, I want to make i t clear 

again, that we aren3=tr w i l l i n g to do what i s reasonable i f the 

Commission desires. 

MR. MACEY: Mr. Johnson. 

MR. JOHNSON: I f i t please the Commission, I understand that 

the El Paso Natural Gas Company has an engineer here and just f o r 

the purpose of the record, I T d l i k e t o c a l l him to the stand and 

have him give an explanation as to how these drips operate. 

MR. GIRAND: I think that was gone i n t o at the e a r l i e r hear­

ing, Ted. We w i l l s t i p u l a t e that the drips are placed along the 

li n e to catch the l i q u i d as the gas i s transported from point to 

point, as i t drops out then either the l i q u i d s are blown out of th< 

trap or gathered. 

MR. JOHNSON: W i l l you also s t i p u l a t e , Mr. Girand, i f the 

l i q u i d i s not picked up i t i s blown out on the ground? 

MR. GIRAND: That has been said, that i t i s blown i n t o a p i t 

MR. JOHNSON: That there i s no way of getting i t back i n t o 

the well? 

MR. GIRAND: I don't know of any, Mr. Johnson, i n my l i m i t e d 

knowledge. 

MR. JOHNSON: I'd l i k e to c a l l Mr, Famariss to the stand, 

please. 

MR. MACEY: Let's go o f f the record f o r a moment, please. 

(Discussion o f f the record.) 

MR. MACEY: We w i l l continue Case No. 779 u n t i l a f t e r the 

noon recess. (Recessed) 

i 
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MR. MACEY: We w i l l ost re-open Case No. 779. 

MR. JOHNSON: That i s r i g h t . We'd l i k e to examine Mr. 

Famariss., We are c a l l i n g him as an adverse witness. 

W A L T E R F A M A R I S S , 

called as a witness, having been f i r s t duly sworn, t e s t i f i e d as 
follows: 

DIRECT EXAMINATION 

By: MR. JOHNSON: 

Q Your name i s Walter Famariss? 

A Walter Famariss, J r . 

Q You are president of the Famariss O i l Refining Company? 

A And also the Famariss Crude O i l Marketing Company. 

Q Crude O i l Marketing. You are one of the proponents of 

the amendment of Rule 312 which i s the subject of the hearings 

before t h i s Commission, are you not? 

A We were asked to submit suggestions f o r the revision of 

Rule 312, which we have so done. 

Q You were asked to submit objections? 

A No, recommendations. 

Q Recommendations? A Yes. 

Q Mr. Famariss, w i l l you explain to the Commission b r i e f l y 

the reasons why you make these recommendations? 

A The best answer I can give you to that i s because we deem 

them minimum security regulations under which the various parties 

involved can operate. 

Q What i s your reason f o r making the recommendation that th< 

name and location of the lease trap or p i t be furnished to the 

Commission? 
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A To give the Commission the proper identification of any 

oi l that might be acquired in this nature. 

Q You mean o i l acquired by the operators servicing drip 

gas traps on the line? 

A I t i s purely identification. 

Q Just for identification? A Identificati 

Q What is your reason for making a recommendation at the 

source, that the Commission be furnished the information as to the 

source of such o i l or drip? 

A Again that i t may be identified. 

Q What is your reason for making the recommendation that the 

name of the owner or operator be furnished to the Commission? 

A Again that i t may be identified. 

Q What is your reason for making the recommendation that 

copies of contracts of purchase be furnished the Commission? 

A To provide them with as comprehensive information of the 

operation as is possible. 

Q That is purely another matter of identification, is i t 

not, Mr. Famariss? 

A You could name i t such. 

MR. GIRAND: May I interrupt,the present order requires the 

filing of a contract as i t i s , Rule 312, Section C, requires the 

filing of any contract. 

MR. JOHNSON: I f i t please the Commission, I believe that 

particular order only applies to wash-in o i l , creek o i l , pit o i l , 

or scrubber o i l . (Resuming) What was the purpose of your recommen­

dation that the location.of permanent storage be installed by 

the permittee? 

on. 
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A Well, the idea there is that there may be some control ove:? 

acquisition and no blanket authority granted for a supposed 

acquisition which may or may not occur. 

Q Is i t your recommendation that this would apply to drip 

gasoline, Mr. Famariss? 

A Yes, i t i s . 

Q Is i t your recommendation that permanent storage f a c i l i t i e 

be installed and a l l of the drip gasoline which is acquired by the 

operators servicing the drips be placed in this storage before the 

operator gets a C-110 from the Corporation Commission? 

A Without qualification, yes. 

Q In your opinion can the Corporation Commission control 

the acquisition or quantity of the drip gas? 

A I think they can regulate i t , I think that i t is their 

duty to regulate i t . 

Q Can they control the quantity? 

A Nobody can control the quantity. 

Q That is just a natural process, isn't i t , Mr. Famariss? 

A I don't know, I am not an engineer. 

Q You are familiar with how i t forms, though, aren't you? 

A Oh, in a layman sort of way. 

Q You have been in and around the o i l fields for twenty 

years and worked in the o i l field? 

A A l i t t l e more than that. 

Q What was the purpose for your recommendation as to tl^e 

$25,000 surety bond? 

A The State requiring bonds in certain actions i s not in 

unusual procedure, i t provides the State with a means of beinj; 
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remunerated for any practices by which they might be attacked throu 

the course of law, by the acquisition of people's property which 

was not supposed to have been acquired, i t also assures the 

Commission that the people entering this business or any business, 

this bond or any bond,that they are financially able to handle 

the business, they pre-suppose that they can, and i t also gives an, 

an element of screening, makes available to the State an element of 

screening of any person who might wish to enter the business. I 

don't think the requiring of the bond here is unusual, i t exists 

a l l through our State government and Federal government. We are 

bonded to the hil t in the refining business, every time we turn 

around i t is another bond. 

Q Do you think that the furnishing of the bond, Mr. Famariss 

would prevent misappropriation of the oil? 

A I can't construe what you mean, they are two divorced 

things. 

Q I am trying to get at what was the purpose behind the 

recommendation for the $25,000 bond. 

A To provide an indemnifying instrument in there to cover 

any losses that might occur to interested parties involved. 

Q In other words, prohibit theft of o i l which belonged to 

other people? 

A That could be. 

Q Do you feel that the criminal laws of the State of 

New Mexico are not sufficient for that purpose? 

A I don't know anything about criminal law. 

Q Now about the screening of permittees, do you think that 

the Permian Basin Pipeline Co. or the E l Paso Natural Gas Co. would 

:n 

> 
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enter into a contract with any individual to perform this service 

who was not capable of performing the service? 

A Everybody makes bad deals. 

Q Do you think that they would enter into any contracts with 

individuals - -

A Not any more than you would, knowingly. 

Q That is a matter between the - -

A (Interrupting) I t is arbitrary. 

Q - - between the operator and the Permian Basin Pipeline 

and the E l Paso Gas, isn't it? 

A I don't think that i s involved here, we are concerned 

primarily with the regulation of the Oil Commission over the 

operation and I think that what goes on between a party wishing 

to enter the business and the party he is going to do business with 

is irrelevant here. 

Q Well, any theft of this o il or gas actually would be a 

theft of property from the Permian Basin Pipeline or the E l Paso? 

A No, not necessarily, no, absolutely not. 

MR. GIRAND: We are going to object to this line of 

questioning as purely argumentative, he is only asking for opinions 

of the witness, not for any facts. We submit that i t i s improper. 

MR. JOHNSON: I f i t please the Commission, we are just trying 

to find out what is the reason behind the recommendations made. 

MR. GIRAND: Well, i f you want to e l i c i t the information 

that the E l Paso may have and the Permian Basin may have, I submit 

that they have agents and representatives here qualified to answer 

the policies of their company. 

MR. JOHNSON: If i t please the Commission, the burden is on 
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Mr. Famariss to sustain the proposal of t h i s amendment. 

MR. GIRAND: I beg counsel's pardon, i f the Commission please 

there i s no burden involved i n t h i s . The Commission asked us to 

submit a proposal, we did, we th i n k i t was good and s t i l l do. We 

are open to any other suggestions that might improve i t , that sure 

should be — 

MR. JOHNSON: Maybe I misunderstood the proposal. Now, of 

course, I didn't have the benefit of the previous hearings on t h i s , 

bit i t i s my understanding Walter Famariss, Jr., i s proposing t h i s 

rule change. Now whether he i s doing that at the request of the 

Commission, I don't know. 

MR. GIRAND: I would l i k e t o have the Commission read the 

notice of the case, please f o r the record, 

MR. MACEY: This notice i s a matter of record i n the case, 

i t i s the matter of the application of the O i l Conservation Com­

mission f o r regulations r e l a t i n g t o dri p gasoline. "Applicant i n 

the above styled case seeks r e v i s i o n of rul e 312 of i t s rules and 

regulations t o promulgate supplementary and additional rules 

governing the ac q u i s i t i o n , transportation, and sale of drip 

gasoline and trap o i l . " That i s the way the notice reads. 
i 

MR. JOHNSON: Mr. Famariss — 

MR. MACEY: (i n t e r r u p t i n g ) Just a minute, Mr. Johnson„ We 

would l i k e t o know the reasons behind the recommendations which ar 

included i n Mr. Famariss's proposal, as I understand i t , t h i s i s 

your proposal, i s that correct? 

A That i s r i g h t , s i r , yes. 

MR. MACEY: And I think the Commission should very d e f i n i t e l 

know the reasoning behind every part of the proposal, as a matter 

$ 
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of f a c t , I t h i n k there i s a — that the l i n e companies who are 

involved i n the case would be interested i n knowing why these things 

are required f o r t h e i r own information. A l l r i g h t , Jr. Johnson. 

MR. JOHNSON: (resuming) As I understand your testimony, 

Mr. Famariss, the purpose of the bond i s to permit the O i l Conser­

vation Commission to screen the applicants? 

A I t s q u a l i f i c a t i o n s , yes. 

Q As a f i n a n c i a l q u a l i f i c a t i o n of his a b i l i t y t o perform 

the services authorized by the Permian? 

A That would be one of the elements. 

Q What would be the other elements, Mr. Famariss? 

A The normal procedure that a person has to go through i n 

obtaining a bond, 

Q What do you mean, normal procedure? 

A Normally you have an application, i t states out your 

name, age, date, birthplace, and so on down through i t . When you 

get through, you have a pr e t t y good history of what the applicant 

has done i n years past, which does have a connection i n his a b i l i t y 

to secure or not secure the bond. 

Q «That information wouldn't be furnished to the Commission, 

would i t ? 

A The Commission would know that i t had been. 

Q That would be furnished to the bonding company? 

A I imagine i t would be available t o the Commission i f they 

so wanted i t , i t i s public record. 

Q Are there any other reasons f o r that recommendation? 

A I thin k we have covered i t p r e t t y thoroughly. 
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Q Do you have any other reasons, Mr. Famariss? 

A I think we have covered i t pretty thoroughly. 

Q That is your only two reasons for the bond? 

A Well, you know you, had I known you were going to ask that 

question, I am quite sure I'd have had voluminous testimony to 

offer. 

Q Upon the granting of the permit to the purchaser or 

transporter, you made a recommendation that the permittee be 

required to furnish the following: run tickets showing acquisition 

is that right? 

A (Nods head.) 

MR. GIRAND: Answer up. 

A Right. 

MR. JOHNSON: What was your reason for making that recommends 

Mr. Famariss? 

A Well, if I may, Mr. Counsellor, I would prefer to answer 

your question in a comprehensive manner of logic by going through 

all of the points that have been set out here, which are points 

1, 2, 3, and k-. 

Q A l l r i g h t . 

A The run tickets showing acquisition, we f e e l , are essentia 

and necessary, the run tickets could cover even an accumulated tanls 
been 

of drip on the line or a transport-load which had/acquired through 

small drips, i n other words, i t could be of any unit of acquisitior 

In such a case the parties In whose lines this drip gasoline 

originates then have an immediate accounting or record of the 

acquisition, and there was a question brought up here this morning 

relevant to the burden of paper work, and at this particular point 

» 

tion, 

1 
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i s the only point at which the owner of the gathering system, 

speaking of the gas system, enters i n t o the execution of papers 

as f a r as the permittee i s concerned, he does that by v i r t u e of 

signing the run t i c k e t , j u s t as you run o i l from a lease, the 

purchaser signs i t and the owner signs i t , so you have a good 

accounting of i t at that point. The accumulation reports we deem 

essential f o r the reason that they'd provide the means by which 

acq u i s i t i o n i s effected and proven against which point number 

three, a C-110 would be issued. We see nothing burdensome i n t h i s 

on anybody. We also see an excellent control established f o r the 

Commission because i t makes necessary the accumulation before 

authority to transport and s e l l i s obtained. We f e e l d e f i n i t e l y 

that the issuance of a blanket C-110 on a presupposed amount that 

might be acquired i s a dangerous instrument. Off the record. 

(Discussion o f f the record.) 

WITNESS: The monthly reports we consider necessary f o r 

good accounting purposes, f o r the Commission t o have a quick metho 

of o v e r a l l operations that would be t i e d over a calendar period, 

comparable t o the monthly or periodical reports required by the 

Commission i n other instances i n other businesses. Now that 

pr e t t y w e l l covers the purposes f o r which — you have anything, 

Mr. Girand, you'd care to add to that? 

MR. JOHNSON: The run t i c k e t s showing a c q u i s i t i o n , by that 

you mean showing acquisition from the pipeline or owner of the 

pipeline gas? 

A Yes. 

Q Not necessarily the lease operator? 

A Not the lease operator, he i s not involved. 

i 
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Q The accumulation reports showing the storage, i f I under­

stand your recommendation, that as the acquisitions of the drip 

gas are made and stored, the Commission would be furnished a state­

ment showing the amount put i n the storage f a c i l i t i e s ? 

A That would constitute the request for the C-110. 
is 

Q And it/your recommendation that the C-110 not be issued un|;il 

after a l l of the gas had been accumulated and stored, i s that right 

A What do you mean by "all"? 

Q After the gas which was collected from the drips were 

stored i n permanent storage f a c i l i t i e s . 

A Well, you have to use some sort of, either a calendar perioji 

or a tank capacity. 

Q Well, over thirty? 

A No, not necessarily over t h i r t y days, i t might be, or one 

day, i n other words, you pick up five 100 barrels, you have 

accumulated there i t s e l f , and you are ready to make out your report 

Q At that time the C-110 could be issued? 

A Yes. 

Q And not before? 

A Not before. 

Q The monthly reports, i t is your recommendation that the 

monthly reports be made to the Commission? 

A Yes, def i n i t e l y . 

Q You heard the testimony here this morning, didn't you, 

Mr. Famariss, whereby reports were made biweekly to the Permian 

Basin Pipeline Co.?. 

A I don't re c a l l i t . 

Q The issuance of the C-110, insofar as this applies to operato: 
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servicing drip gas, drips, on the line, the proration of the gas 

has already been determined prior to the acquisition of that, hasn' 

it? 

A Yes, the ga^well being legally produced, i t would have to 

have been determined. 

Q And this is just a byproduct which takes place through 

natural processes after the gas has been purchased, isn't i t , Mr. 

Famariss? 

A Now what do you mean "this*? 

Q After the gas, in other words, the drip gas which 

accumulates in these drips along the line. 

A Is what? 

Q That is just an accumulation which takes place after the 

gas has been purchased by the Permian or the E l Paso, isn't that 

true? 

A Well, i t i s purchased after i t flows out of the well, so 

therefore i t would have to, because i t has to get out of the well, 

but I wouldn't concur with you that i t occurs after the meter 

run. 

Q In other words, after i t passes through the meter? 

A I don't concur that drip don't collect on the stream 

side of the meter. 

Q But there has been no evidence here that these operators 

are servicing those drips, are they? 

A I don't know. 

Q The pipeline companies have no authority to authorize thes|e 

operators to service those drips, do they? 

A I can only speak in a particular instance of our own 
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production, and i t i s a pipeline company*s l i n e to our wellhead, 

so I would say that the pipeline company has j u r i s d i c t i o n from 

our wellhead on, 

Q From your wellhead on? 

A From our wellhead on, which i s both downstream and up­

stream to the meter. 

Q Did you hear the testimony t h i s morning which was given 

by Mr. Joe Newman to the e f f e c t that a l l of the drips which he 

serviced were drips situated along the l i n e of the Permian Basin 

Pipeline a f t e r the gas had already passed through the meter i n t o 

the main line? 

A I believe that i s what he contended. 

Q And that those were the only drips i n which he was 

servicing? 

A I don*t r e c a l l that statement from him. 

Q You have also recommended that a f t e r the granting of the 

permit and i n the event the permittee i s found g u i l t y of v i o l a t i o n 

of any of these rules and regulations of the O i l Conservation 

Commission or any of the laws of the State of New Mexico i n regard 

to production, sale and transportation of wash-in, creek, p i t , 

scrubber or drip gasoline, that the permit be subject to cancella­

t i o n without hearing? 

A U-huh. 

Q I s i t your recommendation that that should apply t o d r i p 

gasoline? A D e f i n i t e l y . 

Q Why should i t apply to drip gasoline? 

A Well, once a malpractice i s turned out, why there i s no 
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logical reason for continuing the party i n business. 

Q Well, you think or i s i t your statement that any of the 

pipeline companies wouldn't take steps to correct any malfeasance 

which any of their permittees were engaging in? 

MR. GIRAND: I f the Commission please, we object, again i t is 

s t r i c t l y argumentative, what he thinks the pipeline people would 

do, i t wouldn't make any difference what he thinks. 

MR. JOHNSON: I f i t please the Commission, we feel l i k e we 

are entitled to inquire into i t . 

COMMISSIONER WALKER: Mr. Johnson, we feel that you are, too, 

but not to the extent of the witness's speculation as to what the 

pipeline companies would do as far as malfeasance i t s e l f i s con­

cerned. 

MR. JOHNSON: (resuming) Now Mr. Farmariss, i n your opinion, 

could the operator of, or one of the individuals servicing these 

drip pipelines or these drips on the pipelines misappropriate drip 

gas? 

A You are more or less asking me to reflect conviction. 

Q Well, that i s the purpose. 

A I decline to answer your question. I think the answer i s 

obvious. 

Q Do you recommend that the permit be suspended without a 

hearing or cancelled? 

A I do, as previously stated. 

Q Mr. Famariss, would th i s affect your operation i n any way 

there i n the refinery? 

A Not one b i t . 

Q Would i t affect your operation as a crude o i l purchasing 
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company? 

A Not one b i t , we have self-imposed these same rules on 

ourselves because we considered them minimum security operation 

methods, even though not required by the Commission. 

Q You have self-imposed those rules on yourself because you 

do purchase wash-in o i l , creek o i l , p i t o i l , or tank bottom o i l , 

do you not? A We do not. 

Q Have you ever at any time purchased them? 

A We did not, we purchased scrubber o i l . 

Q What do you mean by the use of the term "scrubber o i l " ? 

A I t i s i n the same category oil-wise as drip gasoline i s 

gasoline-wise, i t occurs i n the same manner. 

Q Mr 0 Famariss, you purchased d r i p gas from Mr. Newman, 

did you not? A we have. 

Q And are you purchasing gas from him at the present time? 

A I don Tt know when his l a s t delivery was made to us, we 

s t i l l would. 

Q I didn't ask you, Mr. Famariss, i f you would, I asked you 

i f you are purchasing i t at the present time. 

A We s t i l l o f f e r him a market. 

Q You s t i l l o f f e r him a market. I s he s e l l i n g gas to you? 

A Now, Ted, he sold me some i n November, t h i s i s December, 

and I haven't seen our report and I can't t e l l you when the l a s t 

delivery was made to our r e f i n e r y by month, day, and time. 

Q What did you pay him f o r o i l i f you recollect? 

MR. GIRAND: Now i f the Commission please, I can't see what 

a r e f i n e r y pays f o r drip gasoline has to do with the order 

permitting a man to pick i t up. That i s s t r i c t l y an arm's length 
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negotiation between a possessor of the d r i p gasoline and the 

re f i n e r y to whom he s e l l s , i t could have no bearing on a rule 

or regulation governing the transportation. 

MR. JOHNSON: I f i t please the Commission, weTd l i k e t o make 

inquiry i n t o i t t o see whether or not there i s any bias or prejudic 

which motivated these recommendations. 

MR. GIRAND: I f the Commission please, I'd l i k e to make 

t h i s f u r t h e r statement. I have f a i l e d to f i n d i n t h i s proposed 

rul e any wording that would even s l i g h t l y intimate that the holder 

of a permit would be required to s e l l the product to Famariss 

Refinery. I think i t applies t o a l l of them and even apply to 

Famariss i f he obtains a permit, what he pays f o r i t i s surely 

not germane here. 

MR. MACEY: Mr. Johnson, exactly what was the purpose of youi 

que stion? 

MR. JOHNSON: Off the record. 

(Discussion o f f the record. ) 

MR. JOHNSON: That w i l l be a l l , i f the Commission please. 

CROSS-EXAMINATION 

By: MR. GIRAND: 

Q Just one question, i t may be a l i t t l e r e p e t i t i o u s , but 

Mr. Famariss, at the present time you are now operating under the 

very rules that you have suggested here with the exception of 

the penalty clause authorizing summary cancellation of your permit 

i s n ' t that correct? 

A Yes, we are operating under these rules and, w e l l , I 

might add to i t that we are very proud that we are. 

e 
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Q Have you found the requirements of these rules prohibitiv< 

or burdensome on you? 

A They are d e f i n i t e l y not burdensome. 

MR. GIRAND: That i s a l l . 

REDIRECT EXAMINATION 

by: MR. JOHNSON: 

Q Mr. Famariss, the o i l which you are purchasing though, 

i s being purchased at the wellhead and any purchase that you made 

without t h i s rule would be purchase of o i l i n addition to the o i l 

produced by the da i l y allowable, wouldn't i t be? 

A I don't know that I follow you. 

Q I n other words, Mr. Famariss, you go out and you purchase 
of 

some/ t h i s scrubber o i l at the wellhead or at the tank or 

wherever i t i s , say you purchase 40 barrels, i f the Commission 

doesn't have some information as to that 40 barrels which you 

purchased and take that i n t o account i n establishing the d a i l y 

allowable f o r t h i s w e l l , that would permit that w e l l to produce 

o i l i n excess of the allowable, wouldn't i t ? 

A I think that the Commission has adequate controls over 

r e f i n e r y operation that absolutely makes impossible the handling 

of what you are implying, hot o i l , i t makes i t impossible, there 

i s no complication as that i n your question. 

Q I f the r u l e though, as i t exists at the present time as 

to the type of o i l t h a t you purchase, i f the Commission did not 

have that information before them, the amount of o i l that you 

purchased, i t would permit the operator t o go ahead and produce o i 

i n addition t o that which they sold t o you, i s that true? 

A That i s why we prnpn.wr] t h i n , that, w i l l prevent i t . 
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Q But i n t h i s instance, as t o drip gas, the quantity of the 

drip gas i s accumulated a f t e r the allowable has already been estab­

lished and a f t e r i t has already been purchased, i s n ' t that true? 

A This w i l l s t i l l account f o r i t and I think nothing less 

than t h i s w i l l account f o r i t . 

Q I s i t your recommendation that the Commission can control 

the a c q u i s i t i o n or the accumulation or dispo s i t i o n of the accumu­

l a t i o n of the dr i p gas a f t e r i t has been purchased? 

A I thi n k that t h i s regulation here o f f e r s the Commission 

opportunity t o control t h i s p a r t i c u l a r type of o i l regardless of 

where i t moves. 

MR. JOHNSON: No questions. 

MR. GIRAND: Mr. Famariss, i n order to enlighten Mr. Johnson 

and the Commission, does the drip gas and scrubber o i l have any 

pa r t i c u l a r distinguishing characteristic over crude o i l ? 

A Drip gasoline and scrubber o i l have the characteristics 

of crude o i l ? 

MR. GIRAND: No, do they have any distinguishing characteris 

t i c ? A No, no, 

MR. GIRAND: I s there anything, anything p a r t i c u l a r l y — 

A (Inte r r u p t i n g ) No, no, the same s t u f f . 

MR. GIRAND: Can you look at the s t u f f and t e l l whether or 

not i t came out of a drip or d i s t i l l a t e well? 

A You cannot. 

MR. GIRAND: That i s a l l . 

MR. MACEY: Anyone else? 
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EXAMINATION 

Bv: MR, MACEY: 

Q Mr. Famariss, you made a statement i n connection with your 

item number one pertaining t o run t i c k e t showing acqu i s i t i o n i n 

which you draw a p a r a l l e l of an owner of o i l i n a tank battery 

s e l l i n g o i l t o a pipeline company, they issue a run t i c k e t and a 

purchaser* s representative and the lease owner's representative 

sign the run t i c k e t . Now what possible p a r a l l e l could you draw to 

the man owning the drip gasoline i n the drip acquiring i t himself? 

A For instance, El Paso Natural acquiring i t himself? 

Q Or Mr. Newman acquiring i t himself, Mr. Newman owns the 

d r i p , the dr i p gasoline that i s collected i n i t according to the 

contract. 

A He owns i t before he acquires i t ? 

Q He goes out and gets i t , i t ' s his i f he goes out and gets 

i t . 

A I t i s a f t e r he gets i t , i t becomes h i s , he gets i t at 

t h i s time a f t e r removing i t . 

Q A l l r i g h t , l e t ' s forget about Mr. Newman, l e t ' s t a l k 

about El Paso g e t t i n g the d r i p , do they make themselves out a run 

ti c k e t ? 

A No, no, they are excluded from any regulation under here 

where the owner accumulates and s e l l s i n t o the market, they are 

excused from these regulations, t h i s i s only where another party 

enters. 

MR. GIRAND: Mr. Macey, may I interrupt? 

MR. MACEY: No, you may not i n t e r r u p t . I want to ask, you 

mean to t e l l me under your proposal El Paso wouldn't have to compl r 
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w i t h any of these provisions or any other pipeline? 

A They would have t o , as I understand, they do not acquire 

C-110 or f i l e f o r C-110 to ship, but other than t h a t , no, there 

i s n ' t any other place i n t h i s regulation where they would be bound, 

see, they are excluded i n t h i s f i r s t paragraph of the proposal. 

Q And they could burn i t i f they wanted to? 

A I imagine so, 

Q Well, now Mr. Girand, go ahead. 

MR. GIRAND: That i s a l l I ' wanted to c l a r i f y , the rul e pro­

vides that the owner, the sale by the owner i s not subject to the 

rules and that would be a sale when the owner acquired the C-110, 

the authority t o transport the moving. 

MR. MACEY: Now I want to ask another question about the 

so-called p a r a l l e l between drip gasoline and scrubber o i l , do you 

go out and pick up any kind of l i q u i d hydrocarbons on a natural 

A Yes, s i r , yes. 

Q Where, i n what do you pick i t up? 

A How, you mean physically do we pick i t up? 

Q I mean where does i t accumulate. 

A A l l r i g h t , we have several methods, one of them where you 

might say quantities e x i s t , we erect a tank and blow the drips 

down i n t o the tank to where the quantity i s economically feasible 

i s gathered, that i s one method and on rare occasions we might 

enter the truck di r e c t from the d r i p . 

Q You have any kind of a connection with a scrubber on a 

gasoline plant? 

A You mean t o the gasoline plant scrubber tank? I n one 
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instance, yes, we have a l i n e that runs from that scrubber permitting 

i t to be blown down i n t o a tank which prevents waste and recovers 

a l l of the available o i l that would be recovered by that scrubber. 

Q I n other words, i f I understand i t , you have some kind of 

a contract with t h i s gasoline plant whereby they have a tank that 

c o l l e c t s the scrubber o i l ? 

A No, we own the tank. 

Q A l l r i g h t , the o i l i s taken out of the scrubber d i r e c t l y 

i n t o your tank? A That i s r i g h t . 

Q And then i t goes, where does i t go? 

A Well, from that accumulation tank i f i t i s pipeline q u a l i t y , 

which i t r a r e l y i s , then i t would be transferred from that accumula­

t i o n tank to pipeline run tanks or i n other instances from the 

accumulation tank t o our tanks and i n t u r n taken to the r e f i n e r y . 

Q A l l r i g h t , now when does i t become your scrubber o i l , 

when do you own i t ? 

A When i t enters our property, our tanks, or our truck, a l l 

we have i s the r i g h t to gather. 

Q How often do they put o i l from the scrubber i n t o the tank? 

A As often as i t accumulates, I mean i t might be a month anc 

you'd get none and then i t might be that that scrubber tank may dunp 

two or three times i n a day. 

Q . Every time you make a run out of that accumulation tank, 

you make a run t i c k e t ? 

A Yes, s i r , yes, s i r . 

Q Now Mr. Famariss, i s n ' t i t a f a c t that the o i l as i t i s 

used i n here as the term wash-in o i l , creek o i l , p i t o i l , 
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scrubber o i l , isn't that o i l , that l i q u i d hydrocarbon i n almost 

every instance o i l which i s produced i n addition to any authorized 

allowable to an o i l well to a proration unit? 

A I t i s bound to be. 

Q Well, wasn't the main purpose of the $2 5,000 performance 

bond to prevent anyone from going out and making any kind of a deal 

to pick up o i l from the lease p i t or something l i k e that i n addition 

to the oil? 

A Definitely. 

Q Because of the fact that you had a certain fixed allowable 

on that well, and i f someone made a deal to go out and pick up 

so-called hot o i l , that was the Commission's protection, $25,000 

against someone doing that i n an unscrupulous manner? 

A Yes, yes. 

Q Now inasmuch as the drip gasoline i s produced against — 

not against allowable, as far as the gasoline i t s e l f i s concerned, 

why i s i t necessary other than knowing what volume i s involved, 

why i s i t so necessary that we are concerned about the disposition 

of i t ? 

A Well, i s i t not your d i s t i l l a t e that i s produced incidental 

to gas, i s under an allowable - i f I understand correctly. 

Q I t i s an arbitrary allowable, though? 

A But i t i s an established allowable, though. 

Q Sure, the allowable i s fixed up ahead of time, incidentally, 

and i s assigned to the well before the well i s ever produced into 

a tank. Mr. Porter authorizes a certain well to produce an e s t i ­

mated amount of d i s t i l l a t e , condensate, whatever you want to c a l l 

i t , on a monthly basis, whether they produce half of i t or a l l of 

ADA DEARNLEY & ASSOCIATES 
S T E N O T Y P E REPORTERS 

A L B U Q U E R Q U E , N E W M E X I C O 
TELEPHONE 3 - 6 6 9 1 



39 

i t or a l l of i t doesn't make any difference, i t i s solely f o r the 

accounting differences and i n i t s d i s t i l l a t e or condensate i s i n 

the same category of dri p gasoline as my concept of dri p gasoline 

i s , that i t i s produced inci d e n t a l t o a gas allowable. 

A That i s r i g h t . 

Q Now some of the condensate or dri p i s of low gravity due 

to the complex nature of the reservoir which we are dealing w i t h , 

such as the Blinebry or the Eumont where some of the gas wells 

make o i l , but that l i q u i d hydrocarbon which we are dealing w i t h , 

i n that case there i s no question of a v i o l a t i o n of over-producing 

the w e l l from the l i q u i d standpoint, the v i o l a t i o n can only occur 

where you can have an allowable on the liquids? 

A That, yes, I ' l l go along with that completely, however, 

I'd l i k e to q u a l i f y i t i n t h i s manner, that the opportunity t o go 

to a lease tank f o r drip gasoline exists just as does the oppor­

t u n i t y to go there f o r lease o i l . 

MR. MACEI: Let's take a short recess. 

(Recess) 

MR. MACEY: (resuming) Any fu r t h e r questions of the witness' 

Mr. Porter? 

MR. PORTER: I would l i k e t o explain a s i t u a t i o n which 

presents now as a matter of record, and then ask how that might be 

affected by these proposed rules. There i s a leaseholder near 

Eunice who I believe has an agreement with one of the gas trans­

mission systems whereby he i s to get the drip from certain wells, 

and he sets storage t o collect that drip on his own property there 

and i t i s very close to a crude o i l transmission l i n e , and he 

either had the connection or he anticipates one t o his crude o i l 
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l i n e , my question i s , would he be subjected t o t h i s bonding provision 

also, he Td have to have a hearing to get a permit to continue t h i s 

operation, and there may be others l i k e i t ? 

A Were you asking me the question? 

MR. PORTER: Yes, s i r , I wonder how those proposed rules 

affect the operation. 

A That looks to me l i k e i t i s an i n t e r p r e t a t i o n that would 

be reserved to the Commission. I ' l l express my opinion that he 

should q u a l i f y as should anybody else. 

MR. MACEY: Anyone else? I f not, the witness may be excused 

(Witness excused.) 

(Discussion o f f the record.) 

MR. MACEY: Let's go back on the record. Anyone have any­

thing f u r t h e r that they'd l i k e t o say i n t h i s case? 

MR. HILL: I'd l i k e t o state that since the various question 

have j u s t been tossed around here, and since our attorney i s unabl 

to be here and there i s quite a legal question involved, and 

furthermore, more s p e c i f i c a l l y , the proposed rules as entered by 

Mr. Famariss, while according to the counsel are not intended to 

apply i n a l l t h e i r points to the owner of the pipeline i t s e l f , their 

do not s p e c i f i c a l l y , to me at least, exclude the pipeline from any 

of them 0 There are things, I f e e l , that at least the wording shouLd 

be so changed as to make i t clear as t o which points do apply and 

which do not apply to the pipeline company operating the pipeline 

system from which t h i s drip gasoline i s gathered. With that i n 

mind, I should l i k e to request the Commission to continue t h i s 

case u n t i l the next hearing. 
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MR. MACEY: I might add something to Mr. H i l l ' s statement. 

I have had a discussion on this problemsof this case, Mr. Stanley, 

our engineer at Hobbs, Mr. Stanley stated that he would l i k e to mak 

a thorough study of a l l of the conditions involving any of the 

movement of any product under Rule 312, with the idea i n mind that 

maybe the entire rule should be thoroughly checked into. Now 

I think frankly he may have a point, I know that the Commission 

should, i f they are going to have a rule, they ought to make sure 

that they understand everything that i s going on under the provisio: 

of the rule. Now I realize we have been dragging this case out 

since sometime i n October, I believe, this i s the t h i r d month, 

and with the thought i n mind that we w i l l wind i t up in January, 

and give everyone an opportunity to go over the proposal, I'd l i k e 

to ask a question of Mr. Famariss or Mr. Girand. Has this been 

offered i n evidence, this i s the f i r s t time that I saw i t ? 

MR. GIRAND: No, i t has not, I furnished the El Paso with 

a copy of i t and Mr. Hinkle at Roswell, I just revised i t , the f i r s 

proposed rules to take care of the things that Mr. Ben Howell 

was objecting to, primarily,mixing i n drip gasoline with wash-in 

o i l and p i t o i l and creek o i l and such as that. 

MR. MACEY: We have had a motion to continue the case u n t i l 

next month by Mr. H i l l , i s there objection to the continuance of thi 

case to January 13 hearing? 

MR. GIRAND: Well, we just furnished the service here to the 

Commission by offering a proposal on their hearing, and we give i t 

for what i t is worth. That is a l l we have to say. 

MR. MACEY: That is the point that Mr. Walker just brought 

out, that this rule with your amendments has not been distributed 

i 
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to everyone involved, I donft know whether Permian has seen i t , 

have you seen it? 

MR. JOHNSON: We have received i t this morning. 

MR. AINSWORTH:Yes. 

MR. GIRAND: There i s nothing added to i t , we called attention 

to i t In the last meeting. 

MR. MACEY: We w i l l continue the case to January to give our 

staff a chance to study the proposal. Can you furnish Mr. Stanley 

a copy of this? 

MR. FAMARISS: Yes, he can have our complete records of i t . 

MR. MACEY: Continue the case u n t i l January 13. 
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