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BEFORE THE 
OIL CONSERVATION COMMISSION 

SANTA FE, NEW MEXICO 
APRIL 22, 1959 

IN THE MATTER OF: 

CASE I6I4.5 Application of S i n c l a i r O i l & Gas Company 
f o r permission to commingle the produc
t i o n from three separate pools. Appli
cant, i n the above-styled cause, seeks an 
order authorizing i t to commingle the 
production from the Monument-McKee Gas 
Pool, the Eunice-Monument Pool, and the 
Monument-Blinebry Pool on i t s J . R . P h i l l i 
ps "A" Lease consisting of the SW/I4. of 
Section 3 l , Township 19 South, Range 37 
East, Lea County, New Mexico. 

BEFORE: 

Daniel S. Nutter, Examiner. 

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

MR. NUTTER: Take next Case 161|5-

MR. PAYNE: Case l6i | .5. A p p l i c a t i o n of S i n c l a i r O i l 

& Gas Company f o r pe rmiss ion to commingle the p r o d u c t i o n f r o m 

three separate p o o l s . 

MR. WHITE: I f the Commission p lease , I am Charles 

White of G i l b e r t , White & G i l b e r t , Santa Fe,New Mexico, appearing 

on beha l f of the a p p l i c a n t . 

(Witness sworn) 

R. M. ANDERSON, 

called as a witness, having been f i r s t duly sworn on oath, t e s t i -

D E A R N L E Y - M E I E R a A S S O C I A T E S 
GENERAL LAW REPORTERS 

ALBUQUERQUE. NEW MEXICO 
Phone CHapel 3-6691 



3 
f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. WHITE: : 

Q Mr. Anderson, w i l l you s ta te your f u l l name f o r the 

r e c o r d , please? 

A Richard M. Anderson. 

Q And by whom are you employed and i n what capaci ty? 

A S i n c l a i r O i l & G-as Company as senior pe t ro leum engin

eer i n t h e i r Midland d i v i s i o n o f f i c e . 

Q Mr. Anderson, have you p r e v i o u s l y t e s t i f i e d be fo re 

t h i s Commission? 

A I have. 

MR. WHITE: Mr. Examiner, are Mr. Anderson's q u a l i f i 

c a t i ons acceptable? 

MR. NUTTER: Yes, s i r , they a r e . Please proceed. 

Q Mr. Anderson, are you f a m i l i a r w i t h the sub jec t ap

p l i c a t i o n i n Case No. 16)4.5? 

A I am. 

Q W i l l you s ta te where S i n c l a i r ' s P h i l l i p s "A" Lease 

i s loca ted and i n what pool? 

A S i n c l a i r ' s J . R. P h i l l i p s "A" Lease i s a 160-acre 

lease, and i t occupies the SW/lj. of Sec t ion 3 1 , Township 19 South, 

Range 37 East , Lea County, and i t i s i n the Monument-Multi 

pay f i e l d area. 

Q Who are the o f f s e t opera to rs , i f you know? 

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

ALBUQUERQUE. NEW MEXICO 
Phone CHapel 3-6691 



A We have three o f f s e t opera to r s , G u l f , Amerada, and 

Texas Company. 

Q What p r o d u c t i o n are you p r e s e n t l y o b t a i n i n g f r o m the 

r e c e n t l y completed W e l l No. 8? 

A The w e l l a t present i s shut i n , but i t had I4.. back 

pressure t e s t r un on i t , and i t t e s t ed at f o u r m i l l i o n , nine hun

dred s i x t y - t h r e e cubic f e e t per day, produced d i s t i l l a t e a t a ra te 

of 25 b a r r e l s per m i l l i o n . 

Q Mr. Anderson, do you have a d iagramat ic sketch show

i n g the present p h y s i c a l b a t t e r i e s on t h i s lease? 

A Yes, s i r , I do. 

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

Q W i l l you r e f e r to what has been marked E x h i b i t No. 1 

and e x p l a i n what i t i s? 

A This d iagramat ic sketch of the lease shows the w e l l s 

t h a t are on the lease , shows the r e l a t i v e l o c a t i o n of the tank 

b a t t e r y . Wel l s 1 , 2, 3 and I4. are completed i n the Eunice-Monument 

O i l Pool , Monument areas. Wel l s 5 and 7 are completed i n the 

Monument-Blinebry O i l P o o l . And W e l l No. 3 i s a recent complet ior 

i n the Monument-McKee Gas Poo l . W e l l No. 6 i s a Eumont Gas Poo l , 

gas w e l l . 

0. And you propose t o commingle p r o d u c t i o n f r o m a l l of 

these we l l s? 

A Propose to commingle the Monument-Blinebry crude. 
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5 
the Eunice-Monument crude, and the Monument-McKee d i s t i l l a t e . 

Q, Do you have a d iagramat ic sketch t h a t would show the 

proposed f a c i l i t i e s t h a t you in t end t o i n s t a l l ? 

A Yes, I do. 

(Thereupon, A p p l i c a n t ' s 
E x h i b i t No. 2 was marked 
f o r i d e n t i f i c a t i o n . ) 

Q W i l l you r e f e r t o what has been marked E x h i b i t No. 2, 

s ta te what i t i s and e x p l a i n i t ? 

A E x h i b i t 2 r e f l e c t s the f l o w l i n e and b a t t e r y i n 

s t a l l a t i o n . I f our a p p l i c a t i o n i s granted , we w i l l salvage and 

recover two of 5 '00-barrel tanks t h a t are p r e s e n t l y i n s t a l l e d . I t 

w i l l not be necessary to set a d d i t i o n a l new tankage f o r the d i s 

t i l l a t e We l l No. 8. We propose t o set e i t h e r an LTX u n i t or con

v e n t i o n a l separa t ion equipment f o r W e l l No. 8, and a f t e r separa

t i o n we propose t o meter the d i s t i l l a t e , and commingle i t i n t o 

common tankage w i t h the Monument and Monument-Blinebry crudes . 

Q W i l l you t r ace the f l o w of p r o d u c t i o n on t h i s new 

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

A The w e l l s 1 , 2 , 3 and I4. i n the Eunice-Monument O i l 

Pool are shown to f l o w t o one p o i n t , which i s the header, and 

f r o m the header the crude f l o w s through a separa to r . Prom the 

separator i t f l o w s th rough a hea te r t r e a t e r . I t w i l l come out of 

the hea te r t r e a t e r and be metered p r i o r t o be ing s tored i n the 

three 5 0 0 - b a r r e l storage tanks t h a t we have on the l ease . Wel l s 

5 and 7 are the B l i n e b r y W e l l s , and they have not been f l o w i n g 
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through a separator and w i l l not flow through a separator a f t e r 

the battery i s changed, but they flow d i r e c t l y i n t o a heater 

t r e a t e r , and the o i l coming from the heater treater w i l l be metere|d 

p r i o r to storing i t i n the 5>C-c—barrel tanks. And likewise, with 

Well No. 8, the d i s t i l l a t e separated from the Monument-McKee Gas 

Fi e l d w i l l be metered p r i o r to commingling and storing i n those 

same 500-barrel tanks. 

Q And are we to understand from your testimony that the 

production w i l l be metered from each producing formation? 

A Yes, we propose to meter the production from a l l thre 

zones before commingling. 

Q What type of meters do you intend to i n s t a l l ? 

A Well, posi t i v e displacement meters that are i n usage 

I n Lea County at the present by Shell and P h i l l i p s and Pan America^, 

among others. 

(Thereupon, Applicant's 
Exhibit No. 3 was marked 
f o r i d e n t i f i c a t i o n . ) 

Q Now, I refer you to what has been marked as Exhibit 

No. 3* W i l l you state what that i s and explain i t to the Examiner 

please? 

A Exhibit 3 r e f l e c t s most of the pertinent information 

concerning these crudes, and I t i s a calcu l a t i o n shewing the i n 

creased product value as a re s u l t of commingling the three 

crudes. The top hal f of the Exhibit I have calculated the s e l l i n g 

price of the crudes i f they were sold separately. And we — t h i s 
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7 
E x h i b i t r e f l e c t s t h a t we are p roduc ing about 1100 b a r r e l s per 

month of 32 g r a v i t y sour Monument crude f o r a s e l l i n g p r i c e of 

$2,985. The B l i n e b r y crude, we are c u r r e n t l y produc ing about 600 

b a r r e l s a month. I t i s 39 g r a v i t y and i t I s sweet. However, ther 

i s not a sweet crude l i n e i n the area, and a l l the crude t h a t i s 

picked up i n t h i s area I s p icked up i n the sour l i n e , and the 

sour p r i c e i s p a i d , so I ' v e c a l c u l a t e d the s e l l i n g p r i c e because 

of the s e l l i n g p r i c e seven cents d i f f e r e n t i a l , and i t comes out 

$1,750. The McKee d i s t i l l a t e i s 76 g r a v i t y and sweet, and I 

es t imate t h a t t h i s w e l l i s 9,500 f e e t deep. I es t imate t h a t i f 

we were t o have an a l l o w a b l e of a m i l l i o n f e e t a day t h a t we woulc 

then produce 25 b a r r e l s of d i s t i l l a t e a day, a t o t a l of 750 bar 

r e l s of d i s t i l l a t e a month, and the s e l l i n g p r i c e of t h a t d i s 

t i l l a t e would be sub jec t t o a twenty- two cent p e n a l t y by v i r t u e 

of i t s h i g h g r a v i t y . And the s e l l i n g p r i c e of t h a t d i s t i l l a t e 

would be § 2 , Q L { $ f o r a t o t a l of $6,780, i f so ld separa te ly i n t o a 

sour l i n e . 

Then I have shown my c a l c u l a t i o n f o r the g r a v i t y of the 

m i x t u r e . And us ing the same amounts t h a t I used above, and I 

f i n d t h a t g r a v i t y c a l c u l a t e s out \\$ .l± degrees, which i s sub jec t 

to a two-cent pena l ty f o r be ing above a f u l l - - a f u l l degree--

above degrees g r a v i t y . I t i s a two-cent p e n a l t y f o r h i g h 

g r a v i t y , and the s e l l i n g p r i c e of the mix tu re would be $7,180. 

And t h i s E x h i b i t r e f l e c t s t h a t the a d d i t i o n a l value of the mixture 

would be $14.00 a month. 

e 
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MR. WHITE: At t h i s t ime we move the i n t r o d u c t i o n of 

E x h i b i t s 1 through 3, 

MR. NUTTER: Without o b j e c t i o n , S i n c l a i r ' s E x h i b i t s 

1 through 3 w i l l be a d m i t t e d . 

(Thereupn, S i n c l a i r ' s E x h i b i t s 
1 th rough 3 were marked i n 
ev idence . ) 

Q Mr. Anderson, i s the ownership i n t e r e s t common as 

t o a l l zones? 

A Yes, i t i s . 

Q I n your opinion, w i l l the proposed i n s t a l l a t i o n pro

vide an accurate and positive method of measuring the production 

from the various zones? 

A Yes, s i r , I believe i t w i l l . 

Q Does one pipe-line take a l l the production? 

A Yes, i t does. 

Q Has the Commission previously approved similar i n 

s t a l l a t i o n s and equipment that you propose to i n s t a l l ? 

A Yes, I believe I t has. 

Q W i l l your f a c i l i t i e s be such that you can test each 

well at least once a month? 

A Yes. they w i l l . 

Q How often do you propose to test the accuracy of 

your meters? 

A At f i r s t and u n t i l we are s a t i s f i e d with the i n s t a l l , 

t i o n , we w i l l check them very often u n t i l we are s a t i s f i e d . How-
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ever , I would l i k e t o recommend to the Commission t h a t we not be 

r e q u i r e d t o f i l e c a l i b r a t i o n checks on the meters o f f i c i a l l y more 

o f t e n than once every s i x months. 

Q What economic advantage w i l l S i n c l a i r ga in by the 

g r a n t i n g of t h i s a p p l i c a t i o n i n a d d i t i o n t o the increased market 

value of the product t o which you have a l ready t e s t i f i e d ? 

A W e l l , we w i l l salvage two e x i s t i n g 5 0 0 - b a r r e l tanks , 

and we w i l l not have t o purchase and i n s t a l l tankage f o r the d i s 

t i l l a t e , and tha t t o t a l saving would be o f f s e t by the cost of 

three meters . But t a k i n g the cost of the meters i n t o account, we 

would save over $6,000 i n equipment, i f t h i s a p p l i c a t i o n were 

g r an t ed . 

MR. WHITE: We have no f u r t h e r quest ions on d i r e c t 

examina t ion . 

MR. NUTTER: Any ques t ions of Mr. Anderson? Mr. Payn 

CROSS EXAMINATION 

BY MR. PAYNE: 

Q Mr. Anderson, I note t h a t you have f i v e tanks at the 

present t i m e , i s t ha t co r r ec t ? 

A Ye s, s i r . 

Q And i f t h i s a p p l i c a t i o n i s g ran ted , you w i l l have 

t h r ee , r e l e a s i n g two f o r use elsewhere? 

A Yes. 

Q Would t h a t tankage be adequate, the three tanks? 

A Yes, I b e l i e v e t h a t i t w i l l . They are J?00-barrel 

e. 
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tanks, and the t o t a l production on the lease i s 2,1|50 barrels per 

month, and we f e e l that three tanks would be more than adequate. 

Q Now, you propose to use positi v e displacement type 

meters. We recently had a s i t u a t i o n , Mr. Anderson, where we isaje3 

an Order granting the use of positive displacement meters, and i t 

subsequently turned out that they were not accurate. So the ap

plican t wanted to switch to dump type meters and necessitated 

another hearing, the point being since the Commission has previously 

approved both types, i t Is sometimes better not to make your ap

p l i c a t i o n too sp e c i f i c . Would you have any objection to an Order 

which would say that you could use positive displacement meters or 

dump type meters? 

A No, s i r , we have no objection to the Order. I n f a c t , 

I think we would prefer i t . 

MR. PAYNE: That's a l l . Thank you. 

QUESTIONS BY MR. NUTTER: 

Q Mr. Anderson, what i s t h i s LTX unit that you propose 

fo r the No. 8 Monuraent-McKee Well? 

A Well, we are not sure at t h i s time whether we w i l l 

set the LTX u n i t . I t i s a low temperature extraction u n i t . I t 

works with —combination of the heater and high pressure separator 

and heat exchanger, and i t i s a more e f f i c i e n t method of separating 

the d i s t i l l a t e from the gas. I t depends upon the analysis of the 

gas, the amount of l i g h t ends. I f the gas i s r i c h i n l i g h t ends,the 

LTX unit w i l l be very sa t i s f a c t o r y and w i l l be well worth s e t t i n g . 
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However, there are certain d i f f i c u l t i e s that are encountered i n 

I t s use, and we have not — I thought we*d decided to use i t then, 

and I was advised a f t e r the Exhibit was prepared that we may use 

conventional separation. 

Q I n any event, you w i l l get adequate separation so 

that t h i s production that goes through the meter w i l l be l i q u i d 

and solely l i q u i d ? 

A There w i l l be at least two stage separations, i n 

either case, yes, s i r . 

Q Now, I note that you don't have a separator on the 

Blinebry production; I think you so stated. Doesn't t h i s pro

duce any gas, or does the heater treater remove a l l the gas? 

A The heater treater does remove a l l of the gas very 

e f f i c i e n t l y and e f f e c t i v e l y , and has been f o r years. 

Q And you think that the production that comes from the 

heater treater i s solely l i q u i d and can be metered e f f i c i e n t l y ? 

A Ye s. 

Q Mr. Anderson, i n the event that a sweet gathering 

system should be i n s t a l l e d i n the area, t h i s perhaps would be due 

f o r a review to determine whether i t would be advisable to comming 

t h i s sweet and sour production, wouldn't i t ? 

A No, I believe that 1 reviewed that p o s s i b i l i t y even 

though i t i s very remote p r i o r to the hearing, and i n r e c a l c u l a t i n 

the c e i l i n g price of the Blinebry crude and the McKee d i s t i l l a t e , 

which are sweet, recalculating them with the sweet price, I f i n d 

Le 

y 
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that we would get §90.00 a month more f o r those two crudes which 

makes my additional value of the mixture only $310 instead of 

$>i|.00. So, the picture i s substantially the same,in either event. 

Q You s t i l l f e e l that t h i s would be preferable from a 

standpoint of economics, i f you had an opportunity to s e l l the 

sweet crude separately? 

A Yes. I f we had that opportunity, we would gain $310 

a month more by commingling than we would by s e l l i n g separately 

i n the sweet l i n e . By commingling and s e l l i n g the sour l i n e , we 

would s t i l l gain $310 more f o r the mixture than we would f o r the 

Ind i v i d u a l products. 

Q Do you encounter any d i f f i c u l t i e s i n using a posi

t i v e displacement meter to measure sour crude? 

A No. I checked on the corrosiveness of the crude, 

and I was advised that i t was not severely corrosive and i t would 

not bother the meter, and that there would be no d i f f i c u l t i e s en

countered by v i r t u e of I t being sour. 

Q You are aware, Mr. Anderson, that the Commission here 

tofore has always required that the meters be tested at least once 

a month? 

A I know i t has occasionally. I don't know that you 

have always required t h a t . In that respect, I might fu r t h e r state 

that these products w i l l be sold to pipe-lines with conventional 

tank gauging methods. These meters w i l l be used to proportion 

the products to the d i f f e r e n t f i e l d s and not determine the quantit y 
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t o be s o l d , so I f e e l t h a t they are less impor tan t t o t h a t e x t e n t . 

MR. MUTTER: Any f u r t h e r ques t ions of Mr. Anderson? 

FIR. PORTER: Mr. N u t t e r , I was t a l k i n g t o Mr. Payne .a 

Mr. Anderson was d i scuss ing t h i s ma t t e r , I b e l i e v e , t h i s mat ter 

of c a l i b r a t i o n , so I d i d n ' t hear the d i s c u s s i o n . 

QUESTIONS BY MR. PORTER: 

Q Has your company experience w i t h p o s i t i v e d i s p l a c e 

ment meters of t h a t type e i t h e r been such t h a t you t h i n k i t would 

warrant s i x months 1 c a l i b r a t i o n ins tead of monthly or q u a r t e r l y ? 

A 1 s ta ted e a r l i e r i n my tes t imony t h a t we would c a l i 

b ra t e them very f r e q u e n t l y a t f i r s t u n t i l we were s a t i s f i e d as to 

t h e i r accuracy, and we probably would c a l i b r a t e them f o r our own 

I n f o r m a t i o n on a monthly bas i s even a f t e r we were s a t i s f i e d . I 

am sure we would . 

Q But you w o u l d n ' t want the monthly requirement w r i t t e r 

i n t o the Order? 

A I f e e l f r o m an a d m i n i s t r a t i v e s t andpo in t , t o reduce 

the paper work and the f o r m a l r e p o r t s , t h a t s i x months c a l i b r a 

t i o n s would be s u f f i c i e n t . We c e r t a i n l y , as a prudent opera tor , 

would be i n t e r e s t e d i n the meters be ing accurate at a l l t imes . 

MR. PORTER: T h a t ' s a l l the ques t ions I have. 

MR. MUTTER: Mr. U t z . 

QUESTIONS BY MR. UTZ: 

Q Mr. Anderson, what are the No. > and No. 8 Wel l s 

p roduc ing from? 

id 
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A No. 5 i s a Monument-Blinebry W e l l . On my p l a t I ' v e 

shown the w e l l numbers at the top of the p l a t and the f i e l d t h a t 

they produce f r o m . I ' v e not shown W e l l 6, which i s a Eumont Gas 

Pool W e l l , and i s not i nvo lved I n t h i s a p p l i c a t i o n . 

Q Nos. 1 , 2, 3 and I4. are Monument O i l W e l l s , which 

produce sour crude? 

A Yes, s i r . 

Q Are your s tock tanks ga lvanized tanks? 

A I ' m almost c e r t a i n they a re . They are b o l t e d tanks , 

and I b e l i e v e t h a t they would have to be g a l v a n i z e d . 

MR. UTZ: T h a t ' s a l l I have. 

QUESTIONS BY MR. FISCHER: 

Q Mr. Anderson, do you have any idea as t o the app rox i 

mate range of sourness or degree of HTS of the mixture? 

A No, s i r . 

Q Havo you a c t u a l l y mixed these crudes toge ther and 

t e s t ed them? 

A No, s i r . 

Q This No. 8 We l l on your E x h i b i t here shows i t t o be 

plugged and abandoned, i s i t ? 

A No, t h a t i s our gas w e l l e x h i b i t symbol. 

MR. FISCHER: Thank you. T h a t ' s a l l . 

MR. NUTTER: Any f u r t h e r ques t ions of Mr. Anderson? 

You may be excused. 

(Witness excused) 
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MR. NUTTER: Do you have any th ing f u r t h e r , Mr. White": 

MR. WHITE: T h a t ' s a l l , s i r . 

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

Case I6I4J?? I f no t , we w i l l take a ten-minute recess . Take the 

case under advisement f i r s t . 
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STATE OF HEW MEXICO ) 
) ss 

COUNTY OF BERNALILLO ) 

I , J . A . T r u j i l l o , Notary P u b l i c 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 t h a t the f o r e 

going and a t tached T r a n s c r i p t of Proceedings be fo re the New Mex

i c o O i l Conservat ion Commission was r epo r t ed by me i n Stenotype 

and reduced t o t y p e w r i t t e n t r a n s c r i p t by me, and t h a t the same i s 

a t rue and c o r r e c t 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 this, the — day of tZL^^L?, 

1959, i n the C i t y of Albuquerque, County of B e r n a l i l l o , State of 

New Mexico. 

NOTARY PUBLIC^ j f ^ * 

My Commission Expi res : 
October I960 

, +v„t the foregoing is 
X do hereby certifytha roce3dings in 
; complete record of . • ,Q 

t h e Examiner ^ ^ , l 9 j ^ £ -

heard J i » i e o n 5 ^ . a m i r i e~ 

^ O ^ ^ ^ ^ ^ ^ o m m i s s i o B 
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