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BEFORE THE 
OIL CONSERVATION COMMISSION 

SANTA FE, NEW MEXICO 
SEPTEMBER 30, 1959 

I N THE MATTER OF: 

CASE 1771 A p p l i c a t i o n of Pan American pet ro leum Corpo ra t i on : 
f o r approva l of a lease automat ic custody t r a n s - : 
f e r system. A p p l i c a n t , i n the above-s ty led cause: 
seeks an order a u t h o r i z i n g the automatic custody : 
t r a n s f e r o f o i l produced f r o m i t s USA Malco Re- : 
f i n e r y "F" Lease, Sec t ion 1 , Township 18 South, : 
Range 27 East , Empire-Abo Poo l , Eddy County, New : 
Mexico. 

CASE 1772 A p p l i c a t i o n of Pan American Petroleum Corpora t ion : 
f o r approva l of an automat ic custody t r a n s f e r : 
system f o r f o u r s t a te leases i n the Empire-Abo : 
Poo l , Eddy County, New Mexico . A p p l i c a n t , i n the : 
above-s ty led cause, seeks an order amending Order: 
i\jo. R-1292 t o p rov ide f o r automatic custody t r a n s ­
f e r of o i l commingled thereunder . : 

CASE 1773 A p p l i c a t i o n of Pan American Petroleum Corpora t ion : 
f o r approva l of two automatic custody t r a n s f e r : 
systems f o r seven f e d e r a l leases i n the Empire- : 
Abo Poo l , Eddy County, New Mexico. A p p l i c a n t , i n : 
the above-s ty led cause, seeks an order amending 
Order No. R-1399 t o p rov ide f o r automatic custody: 
t r a n s f e r of o i l produced i n t o the two commingled : 
tank b a t t e r i e s au tho r i zed t h e r e i n . 

BEFORE: 

D a n i e l S. N u t t e r , Examiner. 

T R A N S C R I P T O F P R O C E E D I N G S 

MR. NUTTER: We w i l l take up the next case, Case 1771 

MR. NEWMAN: K i r k Newman, Atwood & Malone, Roswe l l , 
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3 
New, Mexico, and Guy Buell, members of the Texas Bar of Port Worth. 

Texas, representing the applicant. 

MR. BUELL: May i t please the Examiner, at t h i s time 

I would l i k e to move that Cases 1771, 1772 and 1773 be consolidatec 

f o r the purpose of having a consolidated record of a l l these LACT 

i n s t a l l a t i o n s , and these three cases are i n the Empire-Abo F i e l d 

and a l l are p r a c t i c a l l y i d e n t i c a l , one with the other. 

MR. NUTTER: We w i l l also now c a l l Cases 1772 and 

1773* I s there objection to t h a t , counsel's motion f o r consolida­

t i o n of Cases 1771, 1772 and 1773 f o r the purpose of taking the 

testimony? The cases w i l l be consolidated. 

MR. BUELL: We have one witness, Mr. Green, who was 

sworn i n the p r i o r case. Would you l i k e to re-swear him? 

MR. NUTTER: Let the record show that Mr. Green i s th£ 

same Mr. Green who was sworn i n the previous case. 

ALBERT H. GREEN, 

called as a witness, having been previously duly sworn, t e s t i f i e d 

as follows: 

DIRECT EXAMINATION 

BY MR. BUELL; 

Q, Mr. Green, w i l l you state your f u l l name, by whom you 

are employed, and i n what capacity, and what location, please? 

A Albert H. Green, employed by Pan American Petroleum 

Corporation as petroleum engineer, Lubbock, Texas, D i s t r i c t o f f i c e 

Q Mr. Green, you t e s t i f i e d i n p r i o r Commission hearings 
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k 
and your q u a l i f i c a t i o n s or r a t h e r , a p r i o r Commission h e a r i n g , 

I should say - - and your q u a l i f i c a t i o n s as an engineer are a mattei 

of p u b l i c r e c o r d , are they not? 

A Yes, s i r . 

MR. BUELL: Are h i s q u a l i f i c a t i o n s acceptable? 

MR. NUTTER: Yes, s i r . Please proceed. 

(Thereupon, Pan American 's E x h i b i l 
No. 1 was marked f o r i d e n t i f i c a ­
t i o n . ) 

Q I d i r e c t your a t t e n t i o n t o what has been marked as 

Pan American 's E x h i b i t No. 1 . What i s t h a t E x h i b i t , Mr . Green? 

A That i s a p l a t of the G l a d i o l a Poo l , and i d e n t i f i e d 

thereon are the areas — f o u r areas - - i n which Pan American p r o ­

poses t o i n s t a l l LACT u n i t s t o serve Pan American 's p r o d u c t i o n f r o i 

i t s G l a d i o l a — excuse me - - f r o m Empire or Abo Poo l . 

Q What i s the area o u t l i n e d i n brown on E x h i b i t 1? 

A That i s the Pan American 's USA Malco "P" Lease. 

Q That i s one bas ic lease , and commingling i s not i n ­

volved w i t h respect t o t h a t a p p l i c a t i o n ? 

A No, s i r , i t i s n o t . 

Q, A l l r i g h t , s i r . What i s the area o u t l i n e d i n orange? 

A That i s the - - those are the State Leases which are 

served by what we i d e n t i f y as storage system 2 . 

MR. BUELL: I n t h a t connec t ion , Mr. Examiner, w i t h 

r e fe rence t o the area o u t l i n e d i n orange t h a t i s composed of f o u r 

separate S ta te Leases, a t a p r i o r hear i rg under Case I5i>2, Order 

» 

i 
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5 
R-1292 was issued authorizing commingling. 

Q (By Mr. Buell) A l l r i g h t , s i r . What i s the area out­

lined i n red? 

A That i s the area which i s composed of Federal Leases, 

and i s served by storage system 1. 

Q, A l l r i g h t , s i r . Wow, the area, outlined i n green? 

A Those are also Federal Leases which are served by 

storage system 3. 

MR. BUELL: I might state here, Mr. Examiner, that th< 

area outlined i n red and a portion of the green area, were the 

subject matter of the hearing i n Case 15i>l» as a r e s u l t of that 

hearing, Order R-1295 was issued authorizing commingling from thes< 

separate Federal Leases. With respect to the area enclosed i n 

green and red, that area was the,subject matter of a commingling 

hearing under Case 1662, and Order R-1399 was issued amending 
f 

Order R-1295, authorizing commingling of the leases that comprise 

the red and green. 

MR. NUTTER: That Order authorizes the commingling 

of a l l the leases enclosed i n the green l i n e and red line? 

MR. BUELL: Yes, s i r . 

Q (By Mr. Buell) Now, i n that connection, these areas, 

the red area, the green area, the orange area are described. 1 I n 

the interest of saving time, I would l i k e to ask Mr. G-reen to des­

cribe the Malco "F" area, the area outlined i n brown only, f o r the 

record, since the other areas are described i n the various Orders 

s 
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which we reci t e d , and are a matter of Commission Orders. 

A The Malco "F" Lease i s composed of the N/2 i n the 

SW/ij. of Section 1, Township 18 South, Range 27 East. 

MR. NUTTER: And that i s a l l one lease? 

A That i s one basic Federal Lease, yes, s i r . 

MR. BUELL: Mr. Examiner, I might d i r e c t your atten­

t i o n to what has been marked as Pan American's Exhibit No. 2, which 

is a brochure describing the LACT i n s t a l l a t i o n on our Malco "F" 

Lease. Exhibit No. 3, which i s a brochure describing the LACT i n ­

s t a l l a t i o n on the -- that would be served by storage system No. 1, 

which w i l l be located i n that area outlined i n red on Exhibit 1. 

MR. NUTTER: Now, l e t ' s see, what are the numbers? 

MR. BUELL: Exhibit 2 i s the Malco "F" Lease. 

MR. NUTTER: And what storage — that's Exhibit No. 2? 

MR. BUELL: Yes, s i r , Malco "Fo" Exhibit 3, storage 

system No. 1. Exhibit It storage system No. 2. And Exhibit i?, 

brochure on storage system No. 3« 

MR. NUTTER: Exhibit 3-

MR. BUELL: And again, Mr. Nutter, these brochures ar 3 

complete i n d e t a i l . I n the interest of saving time, we w i l l simply 

cover wnat we think are the more pertinent points covered i n detail, 

i n the brochure. Each one of these brochure Exhibits also has 

Attachments. Attachment 1 i s a p l a t , Attachment 2 i s a schematic 

flow diagram, Attachment 3 i s a l e t t e r from the pipeline company 

which gathers the o i l , s i g n i f y i n g t h e i r complete concurrence i n 

D E A R N L E Y - M E I E R & A S S O C I A T E S 
G E N E R A L L A W R E P O R T E R S 

A L B U Q U E R Q U E . N E W M E X I C O 
Phone CHope/ 3-6691 



our proposed i n s t a l l a t i o n and applicable. Attachment I I w i l l be 

a l e t t e r from the USGS or the State Land Commissioner, s i g n i f y i n g 

t h e i r approval of these i n s t a l l a t i o n s . 

Q (By Mr. Buell) Wow, Mr. Green, from the standpoint 

of the LACT equipment, are a l l four of these proposed i n s t a l l a t i o n 

identical? 

A Yes, s i r , they are. 

Q For the purposes of t h i s consolidated record, which 

one of these i n s t a l l a t i o n s would you l i k e to discuss? 

A Since they are a l l i d e n t i c a l , I suggest that we dis­

cuss the one f o r the Malco "F" Lease. 

Q A l l r i g h t , s i r . Before we get i n t o that, would you 

b r i e f l y state, f o r the record, whether or not, i n your opinion, t h 

LACT ins t a l l a t i o n , s u c h as Pan American proposes, w i l l serve con­

servation i n that i t w i l l prevent physical waste and economical 

waste? 

A Yes- s i r , i t w i l l . 

Q B r i e f l y state i n what fashion that w i l l occur. 

A The LACT unit w i l l , f i r s t of a l l , conserve a portion 

of those l i g h t hydrocarbon vapors which are normally l o s t to the 

atmosphere with conventional lease operation. Secondly, i t w i l l 

conserve manpower both f o r the lease operator as well as the pipe­

l i n e . And, t h i r d l y , i t w i l l conserve c a p i t a l investment since the 

LACT system costs less than does comparable conventional lease 

f a c i l i t i e s. 
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8 
Q What type of LACT i n s t a l l a t i o n i s proposed here , Mr. 

Green? 

A A p o s i t i v e displacement mete r ing t y p e . 

Q The Commission has approved t h i s type of i n s t a l l a t i o n 

i n o ther f i e l d s i n New Mexico, have they not? 

A Yes, s i r , t h a t i s c o r r e c t . 

Q I n the brochure , have you s ta ted some of those i n ­

s t a l l a t i o n s , g i v i n g the Order number? 

A Yes, s i r , I have. 

Q A l l r i g h t , s i r . Would you b r i e f l y e x p l a i n , f o r the 

r e c o r d , the equipment t ha t w i l l be i n s t a l l e d and the f l o w p a t t e r n 

of the crude through the system to the p i p e l i n e ? 

A Yes, s i r . By r e f e r r i n g t o Attachment 2 of E x h i b i t 2 , 

we can f o l l o w the f l o w of the o i l through the LACT system. The 

produced crude en te rs the tank b a t t e r y , passes through the o i l and 

gas separa tors , and then i n t o the LACT surge t a n k . I might p o i n t 

out t h a t between the o i l and gas separators and the LACT surge 

tank , on the sub jec t lease t h e r e , i t be ing a s i n g l e basic lease , 

commingling i s not a problem. However, i n the LACT u n i t s t o be 

i n s t a l l e d a t storage systems 1 , 2 and 3, commingling i s r e q u i r e d 

and adv i sed . Lease p r o d u c t i o n meters w i l l be i n s t a l l e d between 

the t r e a t i n g system and the LACT surge t ank . 

Q And t h a t meter i s r e f l e c t e d on the Attachment t o the 

brochure f o r those p a r t i c u l a r i n s t a l l a t i o n s , which are E x h i b i t s 

3, l i and >, i n t h i s hear ing? 
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A Yes, s i r , that i s correct. 

Q W i l l you go on, now, with your explanation? 

A An o i l l e v e l i n the surge tank reaches the high l e v e l 

f l o a t switch (A), the pipeline pump, Item (C), i s automatically 

started and the crude o i l i s then pumped through the LACT un i t i n t j ) 

the pipeline. 

In order to assue delivery of merchantable o i l to the pipe­

l i n e at a l l times, a BS&W probe, i d e n t i f i e d as Item (E), i s mounted 

downstream of transfer pump, Item (C). I f o i l delivered by the 

LACT u n i t exceeds 1% BS&W content, the BS&W monitor w i l l cause the 

di v e r t i n g valve, Item (P), to close the meter run and dire c t bad o j i l , 

unmerchantable o i l int o the recycling tank. When the BS&W con­

tent of the o i l returns to a satisfactory range as determined by 

the BS&W monitor, the d i v e r t i n g valve, Item (P), w i l l close to the 

recycling tank and again d i r e c t the reflow of o i l to the LACT mete 

run. Merchantable o i l passes through the strainer (G-), the gas 

eliminator, Item (H), and on through the positi v e displacement 

meter, Item ( I ) . A f ter being metered, the o i l i s sampled at point 

( J ) , passes through the back pressure valve, Item (K), and flows 

on to the pipeline. The back pressure valve w i l l be set at appro­

ximately 5 pounds per square inch to assure that a positive head 

i s held across the P.D. meter and to prevent flow when the trans­

f e r pump i s not operating. The meter prover tank, i d e n t i f i e d as 

Item ( L ) , i s located downstream of the back pressure valve. When 

s u f f i c i e n t o i l has been transferred to the pipeline t o lower the 
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f l u i d l e v e l i n "che surge tank to the low lever f l o a t switch, Item 

(B), the pipeline pump i s automatically stopped. When lease pro­

duction again f i l l s the surge tank up to the l e v e l of f l o a t switch 

(A) the automatic custody transfer cycle again commences. 

Any unmerchantable o i l which i s collected i n the recycling 

tank w i l l be treated i n the tank. After -one o i l i s treated, water 

i s drawn off from the tank bottom, the recycle pump, Item (N), re­

turns the treated o i l to the LACT unit surge tank. 

Q While you are there, Mr. Green, actually, water pro­

duction i n the Empire-Abo Field i s not anything of a problem, i s 

i t ? 

A Fo, s i r . Only four or f i v e wells I n the entire f i e l d 

thus f a r produce any water, and they, on the average, w i l l produce 

about two to two and a hal f barrels a day. 

Q A l l r i g h t , s i r . Go ahead. 

A That completes my description of the flow through the 

u n i t . 

Q Mr. Green, I would l i k e to hear your opinion with re­

spect t o the accuracy and r e l i a b i l i t y of an LACT u n i t as Pan Amer­

ican I s proposing under these three cases here today. 

Q The type uni t which Pan American proposes to i n s t a l l 

has been proven t o be highly dependable and very accurate by a 

similar type, u t i l i z i n g similar type equipment i n numerous other 

locations. 

Q Mr. Green, you've t e s t i f i e d that t h i s LACT I n s t a l l a -
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t i o n , as proposed, w i l l prevent p h y s i c a l and economic waste . What 

i s your o p i n i o n w i t h respect t o the p r o t e c t i o n of the c o r r e l a t i v e 

r i g h t s of a l l p a r t i e s of i n t e r e s t ? 

A Due t o the d e p e n d a b i l i t y of the equipment which we 

propose t o i n s t a l l , and the r e l i a b i l i t y of t h a t equipment, we f e e l 

t h a t a l l the p a r t i e s i n v o l v e d w i l l be p r o p e r l y p r o t e c t e d . 

Q, I n these brochures , which are our E x h i b i t s 2, 3, k 

and 5» I b e l i e v e you have a l so set out the brand name of the meter 

which we w i l l p robably i n s t a l l , I s t h a t not co r rec t? 

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

0, And, aga in , t h a t was i n the i n t e r e s t of g i v i n g com­

p l e t e i n f o r m a t i o n - - d e t a i l e d i n f o r m a t i o n , a n d you are not reques t ­

i n g t h a t the o rder , i f the Commission approves these a p p l i c a t i o n s , 

make any s p e c i f i c re fe rence t o any p a r t i c u l a r type meter? 

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

Q Do you have any th ing else you would l i k e t o add, Mr . 

Green? 

A Wo, s i r . I b e l i e v e we've covered t h i s . 

MR. BUELL: At t h i s t i m e , Mr. Examiner, we o f f e r f o r ­

m a l l y our E x h i b i t s 1 th rough 5 i n c l u s i v e . 

MR. NUTTER: Wi thout o b j e c t i o n , Pan American*s Ex­

h i b i t s 1 through 5 w i l l be en te red . 

MR. BuELL: T h a t ' s a l l we have a t t h i s t i m e . 

MR. NUTTER: Anyone have any ques t ions of Mr. Green? 

CROSS EXAMINATION 
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BY MR. NUTTER: 

Q, Mr . Green, I n the event t h a t moni to r (E) r ece ives o i l 

w i t h a BS&W of more than 1%, three-way valve (F) d i v e r t s the f l o w 

f r o m the meter r un i n t o the r e c y c l i n g tank , i s t h a t co r r ec t ? 

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

Q Now, the va lve at the bot tom of the r e c y c l i n g tank 

i s always open? 

A No, s i r , i t w i l l be normal ly c lo sed . 

Q The p r o d u c t i o n — any r e j e c t e d p r o d u c t i o n goes i n t o 

t h a t tank and stays there u n t i l the pumper comes on out and r e ­

moves f r o m i t t h a t tank and t r e a t s i t ? 

A He t r e a t s i t and then removes the o i l f r o m the t ank . 

Q Now, i n the event t h a t t h i s r e c y c l i n g tank f i l l s up, 

i s there a va lve (M) a t the top t h a t w i l l shut down the lease? 

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

Q T h a t ' s a h i g h l e v e l v a l v e . — 

A T h a t ' s a h i g h l e v e l f l o a t swi t ch which ac tuates shut-

o f f va lves on the lease p r o d u c t i o n headers, and w i l l shut o f f the 

e n t i r e l ease . 

Q How do these a c t u a l l y shut the lease i n , a t the heade 

i t s e l f , or does pressure b u i l d up and shut i n the valve on the 

wellhead? 

A I t w i l l shut -diaphragm-operatedvalves a t the produc­

t i o n headers. We are u t i l i z i n g h i g h pressure f l o w l i n e s . 

Q You are us ing h i g h pressure f l o w l i n e s ? 

V 
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13 
A Yes, s i r . 

MR. NUTTER: Any f u r t h e r ques t ions of the witness? 

He may be excused. 

(Witness excused) 

MR. NUTTER: Does anyone have any th ing f u r t h e r they 

wish t o o f f e r i n Cases 1771, 1772, and 1773? 

MR. BUELL: We have no th ing e l s e , Mr. Examiner. 

MR. NUTTER: I f there i s n o t h i n g f u r t h e r i n these 

cases, we w i l l take the cases under advisement and recess the 

h e a r i n g u n t i l nine o ' c l o c k tomorrow morning . 

D E A R N L E Y - M E I E R flt A S S O C I A T E S 
G E N E R A L L A W R E P O R T E R S 

A L B U Q U E R Q U E . N E W M E X I C O 

Phone CHope/ 3-6691 



STATE OP MEW MEXICO ) 
) ss 

COUNTY OP BERNALILLO ) 

I , J. A. T r u j i l l o , Notary Public i n and f o r the County of 

B e r n a l i l l o , State of New Mexico, do hereby c e r t i f y that the fore­

going and attached Transcript of Proceedings before the New Mexico 

O i l Conservation Commission was reported by me i n Stenotype and 

reduced T;O typewritten t r a n s c r i p t by ne , and that the same i s a 

true and correct record to the best of my knowledge, s k i l l and 

a b i l i t y . 

WITNESS my Hand and Seal t h i s , the — d a y of 

1959, i n the City of Albuquerque, County of B e r n a l i l l o , State of 

New Mexico. 
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My Commission Expires: 

October i>, I960 
I do hereby certify that the foregoing is 
a complete record of the proceedings in 
the Exaainor hearing of Case ¥0. ./.Tl^CT^, **77fJ 
heard by me on. ^?.rr.«5-T?. , 13.^^-.-

, Exaaiaer 
New"Mexico Oil Conservation Cooaissioa 
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