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BEFORE THE 
OIL CONSERVATION COMMISSION 

SA??TA PE, NEW MEXICO 

I N THE MATTER OF: 

CASE 17̂ 4-8 Application of Magnolia Petroleum Company f o r 
an automatic custody transfer system and f o r 
permission to produce more than 16 wells i n 
a common tank battery. Applicant, i n the 
above-styled cause, seeks an order authoriz­
ing i t to i n s t a l l an automatic custody trans­
f e r system to transfer custody of o i l from 
a l l Horseshoe-C-allup o i l wells on i t s Navajo 
"A" Lease comprising certain acreage i n Town­
ship 31 North, Range 17 West, San Juan County 
New Mexico. 

BEFORE: 

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

1 R A 1 T S C R I P T OP P R O C E E D I N G S 

MR . NUTTER: Take Case J.7I4.8 . 

MR. PAYNE: Case 171+3. Application of Magnolia Petrol 

eurii Company f o r an automatic custody transfer system and f o r per­

mission to produce more than 16 wells i n a common tank battery. 

MR. ERREBO: I f the Commission please, Burns Errebo, 

Modrall, Seymour, Sperling, Roehl & Harris, Albuquerque, appear­

ing on behalf of Magnolia Petroleum Company. We w i l l have one 

witness, and we desire that he be sworn at t h i s time. 

(Witness sworn) 

JOSEPH C GORDON, JR., 
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c a l l e d aa a w i t n e s s , h a v i n g been f i r s t du ly sworn, t e s t i f i e d as 

f o l l o w s : 

DIRECT EXAMINATION 

BY MR. ERREBO: 

Q W i l l you s ta te your name, by whom you are employed 

and your occupa t ion , please? 

A Joseph C. Gordon, J r . , pe t ro leum engineer f o r Magnolia 

Petroleum Company. 

Q. Where are you l o c a t e d , Mr. Gordon? 

A I n Hobbs, New Mexico. 

0. Have you ever t e s t i f i e d be fo re t h i s Commission? 

A No, s i r . 

Q W i l l you give them a b r i e f o u t l i n e of your q u a l i f i c a ­

t i o n s i n s o f a r as your educat ion and experience are concerned? 

A I have received a Bachelor of Engineer ing - - Mechani­

c a l Engineer ing — f r o m V a n d e r b i l t U n i v e r s i t y , and Bachelor of 

Science i n Petroleum Engineer ing f r o m the U n i v e r s i t y of Oklahoma. 

I have been employed f o r e i g h t years w i t h Magnolia Petroleum Com­

pany; f i v e years as a f i e l d p r o d u c t i o n engineer i n the Gul f Coast 

and West Texas areas; two years on : Marine Equipment i n the o f f ­

shore Gul f of Mexico; and one year on p r o d u c t i o n equipment i n New 

Mexico. 

0, Mr. Gordon, w i l l you b r i e f l y e x p l a i n t o the Examiner 

what Magnolia seeks t o accomplish by t h i s a p p l i c a t i o n ? 

A Magnolia would l i k e t o e s t a b l i s h one c e n t r a l tank 
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k 
b a t t e r y f o r a l l w e l l s on i t s Navajo "A" Lease and i n s t a l l lease 

automatic custody t r a n s f e r i n s t a l l a t i o n f o r d e l i v e r y of the crude 

to the pipe l i n e . 

Q, You expect t h a t more than 16 w e l l s w i l l be produced 

i n t o t h i s common tank b a t t e r y i f t h i s a p p l i c a t i o n i s granted? 

A Yes, s i r . At the present t ime there are 18 w e l l s com­

p l e t e d on the Lease, and eventua l development i s now est imated 

t o t o t a l 26 w e l l s . 

(Thereupon, Magnol ia ' 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. Now, w i l l you please r e f e r t o the E x h i b i t which has 

been marked E x h i b i t No. 1 , and e x p l a i n t o the Commission what i t 

shows? 

A E x h i b i t No. 1 shows Magnol ia 1 s Navajo "A" Lease, com­

p r i s i n g the Sec t ions 13 and I k , the NE/k of Sec t ion 23, and the 

N/2 of Sec t ion 2k i n Township 31 N o r t h , Range 17 West, San Juan 

County, New Mexico; approximate ly 1760 acres i n a l l . 

Q This i s a Navajo Lease, i sn* t i t ? 

A This i s Navajo "A" Lease. 

Q And i t has, t h e r e f o r e , the r o y a l t i e s common th rough­

ou t , i s t h a t co r rec t? 

A Yes, s i r . 

Q Now, I no t i ce t h a t you have some c o l o r s i n d i c a t e d on 

t h e r e , o u t l i n i n g c e r t a i n areas, and a l so co lo r s i n d i c a t i n g c e r t a i r 

p o i n t s . W i l l you e x p l a i n t o the Commission what a l l of t h a t i n d i -
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cates? 

A As shown by our legend, our small green c i r c l e s w i t h 

a l e t t e r i n s i d e denote t e s t s t a t i o n s which are "A," "B," "C," 

and "D" i n ascending order, going from south t o the northwest. 

The c e n t r a l b a t t e r y denoted by a c i r c l e w i t h red c o l o r i n g i s l o ­

cated i n the southeast p o r t i o n of the Lease. The connecting l i n e 

or g a t h e r i n g system i s also shown by small dashed -- large dashed 

l i n e s connecting these t e s t s t a t i o n s . The areas denoted by the 

d i f f e r e n t c o l o r s , the blue , the orange, green and an o l i v e 

denote the areas served by these t e s t s t a t i o n s . I t i s expected 

t h a t upon completion of the w e l l s on the Lease the w e l l s i n these 

roughly o u t l i n e d areas w i l l produce t o the t e s t s t a t i o n s and then 

prod u c t i o n w i l l be t r a n s m i t t e d on t o the c e n t r a l tank b a t t e r y . 

0 A.ctually, these w e l l s are a l l completed i n the Horse-

shoe-Gallup O i l Pool, i s t h a t correct? 

A Yes, s i r , a l l w e l l s are i n the Horseshoe-Gallup Pool. 

Q. And are they a l l completed and producing on the pump? 

A Yes, s i r . 

Q, And approximately what i s the depth? 

A The w e l l s vary i n depth, producing depth from ap­

proximately 1000 t o 1600 f e e t , the d i f f e r e n c e a r i s i n g mainly from 

surface e l e v a t i o n . 

0 Now, then, i n your gathering system, i n p a r t i c u l a r , 

w i t h regard, t o t h a t p a r t located nearest the w e l l , x^hat f e a t u r e s 

or equipment have you i n s t a l l e d f o r f l o w l i n e p r o t e c t i o n ? 
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(Thereupon, Magnolia*s E x h i b i t Ho. 
2 was marked f o r i d e n t i f i c a t i o n . ) 

A I would l i k e t o r e f e r on now, t o E x h i b i t No. 2, the 

la rge double sheet t h e r e , as a schematic diagram of the w e l l p r o ­

d u c t i o n f r o m the w e l l th rough the LACT u n i t and i t s d e l i v e r y to 

the pipe l i n e . We have used here â  co lo r code where the w e l l 

f l u i d denot ing o i l , water and. gas as i t comes f r o m the w e l l bore 

i s shown by brown, the o i l alone by green, the gas i s y e l l o w , and 

any water as b l u e . S t a r t i n g on the l e f t - h a n d side f r o m the w e l l , 

near the wellhead i s t o be i n s t a l l e d a h i g h - l o w pressure s h u t - i n 

c o n t r o l t o shut down the power supply t o the w e l l i n the event of 

e i t h e r h i g h or low pressure o c c u r r i n g i n the f l o w l i n e . This i s 

t o p r o t e c t us i n case of a f l o w l i n e stoppage or f l o w l i n e leako 

0. By t h a t , I take i t t h a t you w i l l expect t h a t these 

w e l l s w i t h i n a shor t p e r i o d of t ime w i l l be operated by e l e c t r i c 

motors , i s t h a t cor rec t? 

A Yes, s i r . A t the present t ime our motive power i s by 

i n t e r n a l combustion engines, but we are s t a r t i n g the i n s t a l l a t i o n 

of e l e c t r i c power t o the whole Lease. Now, as we come on f r o m 

the i n d i v i d u a l f l o w l i n e s , the i n d i v i d u a l f l o w l i n e s are grouped, 

as shown on E x h i b i t No. 1 , i n t e s t s t a t i o n s through header mani­

f o l d which are capable of d i v i d i n g the w e l l s t o e i t h e r t e s t or 

p r o d u c t i o n . The t e s t i n g w e l l p r o d u c t i o n goes th rough a l i n e heatc 

which i s t o be i n s t a l l e d f o r our severe w i n t e r t i m e c o n d i t i o n s , anc 

then i n t o a three-phase meter ing t e s t separa tor . Th i s mete r ing 

r 
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test separator w i l l meter the o i l and water to dump type meters 

which are i n t e g r a l with the separator. At the present time, 

since there i s no water production from t h i s reservoir, our water 

switch or water controls are marked o f f , but they aren't i n s t a l l e d , and 

the positions are there f o r them so that we can i n s t a l l controls 

l a t e r . The production of the gas and o i l through the test separa­

tor w i l l be brought back together, and a l l te s t production w i l l 

be measured again with production from the other wells producing 

to t h i s t e s t s t a t i o n , and i t w i l l flow from there on to the centraL 

battery. 

Now, the test s t a t i o n shown on Exhibit 2 i s the f a c i l i t i e s 

which are available at test station "A," "B," "C" and "D", as 

shown on Exhibit No. 1. The other four l i n e s coming i n t o the cen­

t r a l f a c i l i t i e s battery there i s the gathering system from our 

other test s t a t i o n . At test stations "C" and "D" on the northern 

half of the Lease, because of t e r r a i n conditions, we have i n ­

s t a l l e d • small surge tanks, 210-barrel surge tanks, and are pump­

ing i n t o the gathering system from those surge tanks by means of 

small pumps and gas engines. This motive power w i l l be changed 

over to e l e c t r i c motors when we have e l e c t r i c i t y available at 

those points. The lease gathering system s t a r t s test station "D" 

and comes through the lease picking up production from the other 

test stations and brings i t a l l to the central battery. Now, at 

the central battery our f a c i l i t i e s shown on Exhibit No. 2 are 

p r i n c i p a l l y a heater tr e a t e r , surge tanks and LACT u n i t . The 
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treater takes a l l production from the lease and transmits o i l to 

the surge tanks through the f i l l l i n e . A l l gas from the heater 

treater which i s broken out by heat treatment i s discharged throug 

the gas outlet which also has a connection. You'll note above the 

heater tr e a t e r Item No. 9 which i s a pressure regulator to supply 

a constant pressure to the vent or vapor space of the surge tanks. 

Item No. 8, just above that , i s a pop-off valve to maintain pres­

sure on the gas section of the heater t r e a t e r . The o i l coming 

through the f i l l l i n e to these two surge tanks w i l l customarily 

enter the f i r s t surge tank. There w i l l be a d i v e r t i n g valve I n ­

s t a l l e d ; that i s Item No. 18, on the f i r s t surge tank, for switch­

ing to the reserve tank. The control groove as shown here w i l l 

contain f l o a t switches f o r operation of the LACT u n i t . 

MR, NUTTER: Excuse me ju s t a minute. This green l i n e 

running from the d i v e r t i n g valve — 

A Yes, s i r . 

MR. NUTTER: — over toward the surge tank i s a con­

tinuous line? 

A Yes, s i r . We've omitted I t there f o r c l a r i t y . 

MR. NUTTER: But those two sections are actually con­

nected? 

A Yes, s i r . The lowest f l o a t switch i n the control 

booth,Item No. 13 i s to shut down the pipeline pump contained i n 

the LACT u n i t . The upper switch -- f l o a t switch, Item No. 12, i t 

a s t a r t switch f o r the pipeline pump, and normal operations w i l l 
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be between switch 12 and switch 13 • The f l o a t switch "No. 11, 

shown there as the uppermost switch, would be i n s t a l l e d at such a 

l e v e l as to actuate i f the surge tank l e v e l reached t h a t h e i g h t , 

actuate the d i v e r t i n g valve No. 18 t o send prod u c t i o n i n t o the 

reserve tank noted here. This I s a temporary measure f o r r i g h t 

now i n case of some possible shutdown or reason f o r i n a b i l i t y t o 

d e l i v e r o i l through the LACT u n i t , i n which case our surge tank, 

or f i r s t surge tank, would s t a r t t o overflow. I t would i n d i c a t e 

by the h i g h l e v e l switch No. 11 and the d i v e r t i n g valve would then 

send o i l t o the reserve tank, which would normally be l e f t empty 

or almost empty, and t h i s second tank, reserve surge tank, would 

give us an adequate overnight reserve f o r -- so t h a t we would 

have no waste or s p i l l a g e of o i l due t o i n a b i l i t y t o d e l i v e r to 

the p i p e l i n e . I n the morning the opeating personnel would be 

able t o take f u r t h e r c o r r e c t i v e measures as needed. The surge 

tanks are to be interconnected and would be separated here f o r the 

time being by manually c o n t r o l l e d valves so t h a t we would not be 

t r y i n g t o pump out of t h i s reserve surge tank unless we had placec 

o i l i n them. "When we do have complete e l e c t r i c supply a v a i l a b l e 

t o the e n t i r e lease, the f l o a t switch No. I I would then become a 

lease shutdown switch, and at t h a t time we would be able t o stop 

the flow of o i l through the e n t i r e c e n t r a l b a t t e r y , i f we were 

unable t o d e l i v e r t o the p i p e l i n e . Also at t h a t time j u s t ahead 

of the heater t r e a t e r on the incoming crude l i n e , Item No. 6 i s 

a shu t - I n valve which would be actuated i n co n j u n c t i o n w i t h the 
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lease shutdown switch to prevent gravity drainage of our f i e l d 

gathering system flooding the heater treater i n the case of the --

i n the event of lease shutdown. The coming out of the surge tank, 

t h i s i s a schematic diagram here, and i t does not show cle a r l y 

that the LACT unit w i l l be drawing o i l only from our p r i n c i p a l 

surge tank, but that i s where i t s p r i n c i p a l source of supply would 

be, corning off of --at a li n e going to the LACT u n i t . Item No. 1-

i s a BS & VI. Item No. I k , a constant c i r c u l a t i n g pump w i l l pro­

vide a constant check upon the q u a l i t y of the o i l capable of being 

delivered to the pipeline. This BS & W monitor w i l l actuate to 

lock out the LACT unit and prevent pipeline d e l i v e r i e s and st a r t 

up our r e c i r c u l a t i n g u n i t , I n case i-ie exceed our l i m i t on BS 

& W content. There w i l l also be a s l i g h t delay b u i l t i n to the 

BS & ¥ monitor to allow f o r the small occasional overpercentages 

which are of very short duration, but we don't want to shut down 

operation of the LACT or the entire lease f o r a momentary surge. 

That would be a three-minute delay which I believe i s rather com­

mon. 

The r e c i r c u l a t i n g pump No. 10, which Is. noted below the 

surge tank and treater takes from drain l i n e s i n both surge tanks 

which are coned bottom tanks, and i s to be an automatic rec i r c u ­

l a t i n g pump upon a d a i l y cycle basis, approximately one to two 

hours to continually draw off bottoms and subject them to fur t h e r 

heat treatment and prevent the accumulation. The BS & W monitor 

w i l l then be serving merely as a f i n a l check upon the delivery 
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of the o i l , and In the event that we do come up with that o i l , the 

r e c i r c u l a t i n g pump would then re c i r c u l a t e u n t i l the s i t u a t i o n was 

corrected. Then, when the BW & W monitor showed that the o i l was 

of c o r r e c t g r a v i t y , c o r r e c t BS & W content, the LACT u n i t could 

then get resume d e l i v e r i e s to the p i p e l i n e . 

The LACT u n i t i s t o have a 2k00 b a r r e l per day minimum 

r a t i n g . Our maximum produc t i o n estimated to the 26 w e l l s would be 

approximately 1600 b a r r e l s per day, and we have oversized the LACT 

u n i t requirements here as a f i f t y percent o v e r r a t e . The LACT u n i t 

would be provided w i t h a PD meter, p o s i t i v e displacement meter, 

p o s i t i v e pressure pump, deaerator s t r a i n e r , p o s i t i v e displacement 

meter w i t h temperature compensation, a p r o p o r t i o n a l sampler f o r 

monthly checks upon the BS & W g r a v i t y of the o i l d e l i v e r e d , a back 

pressure valve to help maintain accuracy of reading through the 

p o s i t i v e displacement meter, a set stop valve t o shut i n d e l i v e r y 

to the p i p e l i n e upon running of the t o t a l monthly allowable, and 

prover connections f o r proving of the p o s i t i v e displacement meter 

as r e q u i r e d , 

I b e l i e v e t h a t covers e v e r y t h i n g t h a t we have shown. 

O Mr. Gordon, now, i n your design of these f a c i l i t i e s 

t h a t you have j u s t described and reviewed f o r the Commission, has 

the Magnolia Petroleum Company used equipment i n s o f a r as component-

p a r t s are concerned which i s g e n e r a l l y accepted and used by the 

i n d u s t r y f o r purposes of t h i s tyne? 
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A Yes, s i r , I t h i n k we've f o l l o w e d a r a t h e r common p r o ­

cedure o I t may d i f f e r i n s l i g h t d e t a i l s , but i t c e r t a i n l y i s 

r e p r e s e n t a t i v e of s i m i l a r i n s t a l l a t i o n s throughout the c o u n t r y . 

Q I n s o f a r as t h i s equipment I s concerned, how does i t 

compare w i t h any i n s t a l l a t i o n s which might be p r e s e n t l y e x i s t i n g 

on o f f s e t leases? 

A W e l l , r e f e r r i n g again to E x h i b i t Wo. 1 , we have denote 

the names of o f f s e t ope ra to r s . Humble, on leases immediate ly t o 

the n o r t h of our lease , i n Sec t ion I k , i s - - has rece ived permiss­

i o n t o i n s t a l l equipment of t h i s general n a t u r e . And a company t o 

the east of us i s a lso - -

0, And t h a t i s pursuant to h e a r i n g and no t i ce of t h i s 

Commission p e r m i t t i n g t h a t i n s t a l l a t i o n , i s t h a t co r rec t? 

A Yes, s i r . 

Q. How, w i t h regard, to your e l e c t r i c supply s i t u a t i o n , w o t 

you develop t h a t a l i t t l e f u r t h e r here f o r the b e n e f i t of the Ex­

aminer? 

A At the present time e l e c t r i c i t y i s not a v a i l a b l e f o r 

us . Vie are expec t ing to cons t ruc t our own power l i n e system and 

hook i n t o a present e s t ab l i shed system which i s now on the A t ­

l a n t i c Lease. We es t imate now t h a t approx imate ly two months woulc 

be r e q u i r e d f o r complete i n s t a l l a t i o n of e l e c t r i c supply t o the 

Lease, but we can have almost immediate supply of e l e c t r i c i t y t o 

our c e n t r a l b a t t e r y l o c a t i o n , which i s immedia te ly next to the 

power l i n e now on the A t l a n t i c Lease. 

d 

I d 
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0 How f a r , actually, i s i t down from the central battery 

location t o the prover l i n e connections? 

A I t i s approximately 1500 f e e t . 

0, Now, by that, do I understand you to say that i t might 

be a while, a month or so, before power w i l l be available to 

operate the wells? 

A Yes, s i r . 

0. Now, then, I understand that i n your design of the 

flox«j lin e s from these wells that you provide f o r automatic cut­

off i n case of a f a i l u r e i n the central tank battery f a c i l i t i e s , 

i s that correct, or shutdown of th? wells? 

A Yes, s i r , that would be back t o the e l e c t r i c supply 

company and shutdown. 

Q They w i l l be manually operated f o r t h i s period? 

A Ye s, s i r . 

Q Can you see any danger that the f a i l u r e to have these 

wells e l e c t r i f i e d w i l l i n any way affect the safety and the proper 

operating of the central tank battery f a c i l i t i e s ? 

A No, s i r . 

Q A c t u a l l y , you have s u f f i c i e n t tankage t h e r e , do you 

n o t , t o c a r r y you over at l e a s t more than one day ' s p roduc t ion? 

A Yes, s i r . A t the present t ime we can handle a p p r o x i ­

mately a day and a h a l f ' s wor th of p r o d u c t i o n . 

Q And how o f t e n does a pumper or a swi tcher or other 

superv i sory personnel employed by Magnolia or the p i p e l i n e compant, 
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appear there and i s present on the lease? 

A At the present time and i n the f u t u r e we w i l l have 

d a i l y attendance of lease personnel on the lease. The p i p e l i n e 

at present i s i n d a i l y attendance, and i n the f u t u r e we expect to 

not see them q u i t e as o f t e n . 

Q A c t u a l l y , t h a t ' s one of the advantages, i s i t not, of 

t h i s system, i n t h a t I t r e q u i r e s less s u p e r v i s i o n than a standard 

type of tank b a t t e r y I n lease t r a n s f e r f a c i l i t i e s ? 

A Yes, s i r . We expect t o hold our personnel r e q u i r e ­

ments t o one man, and not r e q u i r e any a d d i t i o n a l l a b o r . 

(Thereupon, Magnolia's E x h i b i t Wo. 
3 was marked f o r i d e n t i f i c a t i o n . ) 

Q Now, using your next E x h i b i t , which I b e l i e v e has beer, 

marked on as copies f u r n i s h e d t o the Commission, as No. 3, using 

t h a t , w i l l you describe some of the advantages of t h i s i n s t a l l a ­

t i o n ? 

A E x h i b i t No. 3 i s a r a t h e r abbreviated topographical 

l a y o u t . I t ' s almost i d e n t i c a l t o E x h i b i t No. 1, but shotting the 

t e r r a i n f e a t u r e s . S t a r t i n g i n the upper l e f t - h a n d corner, we 

have a very low area. Moving back t o the southeast, we run i n t o 

t a b l e l i k e or mesa formations which are shown here. We've l e t t e r e d 

them out as h i g h , h i g h and low, being r e l a t i v e terms. I n a c t u a l 

footage, there i s probably approximately 3'00 f e e t of e l e v a t i o n 

d i f f e r e n c e between those two areas. There I s a l s o a medium area 

i n and around t e s t s t a t i o n C which i s approximately i n between 

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 

ALBUQUERQUE. NEW MEXICO 
Phone CHope/ 3-6691 



15 
t h i s h i g h and low i n regard t o e l e v a t i o n d i f f e r e n c e s . Then, com­

in g on down t o the southeast corner of the lease, we have a canyor 

or wash or g u l l y through there which gives us another low spot on 

the lease at our c e n t r a l b a t t e r y l o c a t i o n , so t h a t we have more or 

less g r a v i t y drainage i n t o our c e n t r a l b a t t e r y l o c a t i o n . This 

t e r r a i n , i n a d d i t i o n t o f u r n i s h i n g q u i t e outstanding e l e v a t i o n 

d i f f e r e n c e s , also f u r n i s h e s t r a n s p o r t a t i o n d i f f i c u l t i e s i n asking 

our personnel t o completely t r a v e l a l l around the lease and per­

form various jobs at d i f f e r e n t spots. The t r a v e l time now from 

the c e n t r a l b a t t e r y out t o the t e s t s t a t i o n D i s approximately 

one hour by road, and t h i s would tend t o h i s attendance being r e ­

quired out there f o r tank gauging d u t i e s and such would represent 

an added cost and might r e q u i r e the attendance of more than our 

established minimum of one man oper a t i o n . 

Q Do you expect, then, t h a t i f the Commission grants 

your a p p l i c a t i o n t h a t reduced maintenance costs and operation 

costs w i l l r e s u l t ? 

A Yes, s i r , very d e f i n i t e l y . 

C, Would you review any other advantages which may accrue 

from t h i s p l a n t h a t you are proposing today? 

A A.side from the t e r r a i n f e a t u r e s j u s t now mentioned, 

the establishment of c e n t r a l b a t t e r y i n i t s e l f permits us t o r e ­

duce our Investment, i t reduces our maintenance costs j u s t be­

cause we have less equipment t o m a i n t a i n . I n b r i n g i n g a l l of 

our o i l t o a c e n t r a l p o i n t , I t w i l l enable us t o o b t a i n savings 
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i n t r e a t i n g costs, we w i l l reduce our weather loss and gravity 

loss due to our vapor control system i n s t a l l e d , and by use of LAC3 

and constant throughput of crude to the pipe l i n e , we expect to 

obtain very substantial savings and permit more production of o i l 

from the lease. 

Q. What w i l l t h i s do to the expected producing l i f e of 

the lease? 

A Well, i n reducing costs, the operating and Investment 

cost to Magnolia of t h i s lease, i t w i l l permit us to extend our 

economic l i m i t on production from the lease and thereby produce 

more o i l . 

Q I n other words, then, you w i l l produce o i l that would 

not otherwise be produced under the standard type of i n s t a l l a t i o n ' 

A Yes, s i r . 

Q, And i t i s your opinion, therefore, that waste w i l l be 

prevented? 

A Yes, s i r , i t would. 

Q Now, with regard to the t e s t i n g f a c i l i t y , I understand 

you to say that those are automatic, i s that correct? 

A At the present time they are not. With the establish­

ment of e l e c t r i c supply throughout, we plan the i n s t a l l a t i o n of 

automation t e s t i n g throughout the entire lease, which w i l l permit 

us to go on to even more wells added to the f i e l d personnel load. 

Q W i l l that provide,that test r e s u l t i n an automatic 

means which dqes not require manual gathering --
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A Yes, s i r . 

Q -- of data, and reproduction? 

A I t w i l l present the test r e s u l t s to the f i e l d personnel 

In printed form. 

Q Actually, I assume that the advantages of t h i s auto­

matic t e s t i n g procedure are obvious, and you don*t care to gc i n t o 

them fu r t h e r at t h i s time? 

A Uo, I believe they are more of a personal nature to 

the operator. 

Q I n other words, they provide him with Information that 

w i l l enable him to better operate the reservoir, I s that correct? 

A Yes, s i r . 

Q, Uow, actually, do you know whether or not lease automat Lc 

custody transfer i s widely accepted i n Few Mexico as well as other 

states? 

A I n t h i s general area, the Horseshoe-G-allup and Pour 

Corners areas, the LACT unit and i n some cases automatic f a c i l i t i e s 

are generally accepted procedure. I n t h i s p a r t i c u l a r ca.se the 

pipeline, which receives the o i l , has quite a few i n s t a l l a t i o n s 

where they receive o i l through LACT units of a similar nature, anc 

they themselves are s e l l i n g o i l through LACT -- i n the LACT unit 

by positive displacement meters. 

Q, Have you prepared an Exhibit showing comparative i n ­

s t a l l a t i o n costs, of the conventional system as compared to the 

system which you propose here today? 
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A Yes, s i r , that i s Exhibit No. It. Comparative cost 

estimates of conventional f a c i l i t y compared to centralized f a c i ­

l i t y . These are tne figures -- estimated figures drawn up for 

the subject lease, and show a breakdown of the cost of d i f f e r e n t 

items as between -- compared between conventional type f a c i l i t y 

and centralized type f a c i l i t y . By conventional, I mean Magnolia's 

conventional where you have a grouping of wells producing i n t o a 

tank battery, and i n t h i s case our tank batteries would have been 

set up at our test s t a t i o n locations. We have substituted test 

stations f o r conventional type tank batteries„ On t h i s p a r t i c u l a r 

lease the flow l i n e s , of course, represent the same amount of i n ­

vestment. The tank ba t t e r i e s present an outstanding difference 

there. The conventional tank b a t t e r i e s , estimated to have cost 

$60,000, while with centralized tank b a t t e r i e s , we have only ex­

pended $22,000. For tank battery f a c i l i t i e s , on t e s t i n g f a c i l i ­

t i e s , under the conventional method, we estimated we would have 

spent $6,000, while under the proposed I n s t a l l a t i o n , as shown here 

we would spend approximately $12,000 on tes t i n g f a c i l i t i e s . The 

gathering system i n either case required would be approximately 

the same. This i s a unique s i t u a t i o n i n that i n t h i s area the 

pipeline cost i s borne by the operator under agreement, and whethe 

we i n s t a l l four tank batteries i n the pipeline or whether we i n ­

s t a l l one tank battery, and have one gathering system, the t o t a l 

cost i s borne by us. As shown here, the cost of only these items, 

these are not complete Items required f o r lea.se development, of 
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course, but have been gathered here to show the comparison of the 

same and d i f f e r e n t type items, the cost f o r conventional type 

i n s t a l l a t i o n would be $1^7,000, while w i t h c e n t r a l b a t t e r y f a c i ­

l i t i e s , an expenditure of only '.;>125,000 w i l l be r e q u i r e d . The 

saving here, based s t r i c t l y on the savings i n tank b a t t e r y and 

the d i f f e r e n t i a l of t e s t f a c i l i t y Investment r e q u i r e d , i s $32,000 

Q Pending a c t i o n by the Commission upon t h i s a p p l i c a t i o r 

has Magnolia asked f o r and obtained temporary permission t o oper­

ate i t s leases as they now e x i s t ? 

A Yes, s i r , we have received temporary exception t o 

Rule 309 by l e t t e r from the r e p r e s e n t a t i v e of the O i l Conservation 

Commission i n Aztec; l e t t e r dated July 31, 1959. A copy of t h a t 

l e t t e r has been sent to the O i l Conservation Commission. 

MR. PAYNE: Do you have a copy of t h a t w i t h you? 

A We have a Thermo-Pax copy. 

MR. ERREBO: We would l i k e t o introduce t h a t , i f the 

Commission desires. 
QUESTIONS Br MR. NUTTER: 

Q Does t h i s also include permission t o operate more thar 

16 w e l l s i n t o these f a c i l i t i e s ? 

MR„ ERREBO: No, i t does not Mr. Examiner, I t h i n k 

t h a t tne permission here granted r e l a t e s p r i m a r i l y t o the operation 

of 2 w e l l s which are located -- w e l l , perhaps the witness ought tc 

ex p l a i n t h a t s i t u a t i o n . He i s more f a m i l i a r w i t h i t . 

A I b e l i e v e here, s i r , we are more concerned w i t h the 

i n s t a l l a t i o n as soon as possible of LACT f a c i l i t i e s which can be 
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done. And we asked f o r and received t h i s exception i n order to 

permit us to get ahead w i t h the work as f a s t as we can. At the 

present time we do not have s p e c i f i c equipment names. We have our 

s p e c i f i c a t i o n s , and they are being set out, and we look forward tc 

ordering of the equipment w i t h i n the very near f u t u r e and i t s im­

mediate i n s t a l l a t i o n . 

Q W e l l , a c t u a l l y , does not t h i s permission also r e l a t e 

t o the producing and s e l l i n g of o i l from two w e l l s which are not 

connected i n t o the system? 

A Wo, s i r , I do not believe t h a t i s so. This Rule 309-A 

s p e c i f i c a l l y r e l a t e s to the produc t i o n of more than 16 w e l l s i n t o 

a b a t t e r y , and says t h a t you s h a l l adequately measure and store 

p r o d u c t i o n . 

MR. MUTTER: I n tanks? 

A Beg pardon? 

MR. MUTTER: I n tanks? 

A I n tanks, yes, s i r . 

MR. PAYME: I t also provides t h a t only the Secretary-

D i r e c t o r can grant exception t o 309-A and not a D i s t r i c t Engineejj" 

MR. ERREBO: Do you have anything f u r t h e r ? 

A We b e l i e v e t h a t by the use of the metering t e s t separ?. 

t o r s , i n s t a l l a t e s t s t a t i o n , we w i l l be able t o provide ade­

quate t e s t i n g f a c i l i t i e s f o r t e s t i n g the lease, we w i l l be able 

t o t e s t these w e l l s at l e a s t three times a month minimum. Under 

our expected operating c o n d i t i o n s , we bel i e v e t h a t we provided 
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f o r adequate reserve storage on the lease , and t h a t we have ade­

quate f l o w l i n e p r o t e c t i o n and w i l l have adequate lease shutdown 

shutdown p r o t e c t i o n t o prevent any waste. 

The p o s i t i v e displacement type meter has rece ived wide­

spread and very genera l acceptance throughout t h i s area and other 

areas of the count ry f o r use as a meter f o r p i p e l i n e sa les , and we 

a lso b e l i e v e t h a t th rough our reduced investment and o p e r a t i n g 

costs we w i l l o b t a i n g rea te r recovery of o i l f r o m the lease . 

Q Mr. Gordon, were E x h i b i t s 1 through k prepared by you 

or under your supervis ion? 

A Yes, s i r . 

ME. ERREBO: We would l i k e t o o f f e r them i n evidence 

at t h i s t i m e . 

MP:. NUTTER: Magnol ia ' s E x h i b i t s 1 through k w i l l be 

admi t ted „ 

(Thereupon, Magno l i a ' s E x h i b i t s Mo: 
1 through k were rece ived i n evide 

MR. ERREBO: Tha t ' s a l l we have, Mr. Mut t e r . 

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

MR. PAYNE: Just one q u e s t i o n . 

0 (By Mr. Payne) Mr. Gordon, do you f e e l t h a t p o s i t i v e 

displacement meters are accurate? 

A Yes, s i r . 

GROSS EXAMINATION 

BY MR . NUTTER: 

:nce) 
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Q. Mr. Gordon, T*ra having a l i t t l e b i t of d i f f i c u l t y f o l ­

lowing t h i s schematic on E x h i b i t Fo. 2. Mow, the o i l i n i t i a l l y 

goes i n t o the f i r s t surge tank, correct? 

A Yes, s i r . 

Q, And when t h a t tank reaches l e v e l Mo. l o , --

A Yes, s i r . 

Q -- i t actuates the d i v e r t i n g valve f l o w i n g the o i l 

a u t o m a t i c a l l y i n t o the second surge tank? 

A Yes, s i r . 

Q. And the second surge tank i s normally empty, however? 

A Yes, s i r . 

Q What i s the capacity of the second surge tank? 

A Both of these tanks are 1,000 b a r r e l s . 

0, Mow, f o r normal operating procedure, the f i r s t surge 

tank f l u c t u a t e s between empty and f u l l , i s t h a t correct? 

A Yes, s i r . 

Q, So i n the event of a breakdown here of the LACT system 

and a f a i l u r e of the o i l t o be t r a n s f e r r e d t o the p i p e l i n e you hsve 

1,000 b a r r e l s stockage a v a i l a b l e ? 

A Ye s, s i r . 

Q Mow, when t h i s 1,000 b a r r e l s of storage i s f i l l e d up, 

does t h a t actuate t h i s valve 6, j u s t upstreet from the teeater? 

A S i r , under our i n t e r i m operation, without e l e c t r i c 

supply t o a l l of our pumping u n i t s located at the w e l l , we have 

to depend on manual operation f o r shutdown when personnel f i n d 

o i l i n the reserve tank, which w i l l be determined every day. 
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He would then have to f i n d out hi s cause of trouble and take steps 

to shut down h i s wells, i f he can't correct h i s pipeline or the 

LACT trouble. Now, when we have e l e c t r i c supply available so that 

we have e l e c t r i c power at the wells, at that time we can use our 

high l e v e l f l o a t switch i n the control booth as a shutdown switch 

tc stop the operation of a l l e l e c t r i c motors and close i n that 

valve immediately ahead of the heater t r e a t e r , that value No. 6. 

0. I n other words, that would be t h i s f l o a t switch No. 13 --

A Yes, s i r . 

0, w i l l close No. 6 as w e l l as a c t i v a t e these h i g h -

low pressure w e l l s h u t - i n valves? 

A No, s i r , we are not depending on the h i g h - l o w pressure 

f o r o p e r a t i o n . We would be p u l l i n g the main swi t ch on the lease 

t o stop ope ra t ion of a l l e l e c t r i c motors on the l ease . 

Q I n o ther words, t h a t would cut o f f the main supply 

l i n e t o the whole lease? 

A Yes, s i r . I t would not prevent ope ra t i on of the cen­

t r a l b a t t e r y f a c i l i t i e s which can be separated f r o m the remainder 

of the lease here on e l e c t r i c supply, but we could i n t e r r u p t the 

power supply t o the remainder of the lease . 

Q Now, what does one of these h i g h - l o w pressure w e l l 

s h u t - i n c o n t r o l s cos t , f o r one of these wel l s? 

A They range i n p r i c e , s i r , depending on the va r ious caise, 

type of c o n s t r u c t i o n and a l l , but the average pjpice f o r these i s 

approximate ly $70.00. 

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 



2h 
Q And how does t h a t p r i c e compare w i t h the h i g h pressure 

shut-aff only? I mean by adding the low pressure s h u t - o f f f e a t u r e 

to the s w i t c h , how much change i n cost i s tha t? 

A None. I n the ones t h a t I have looked a t c l o s e l y , 

the re was no d i f f e r e n c e . I t i s f u r n i s h e d as a standard h i g h - l o w 

pressure s w i t c h . 

Q, What p a r t i c u l a r make do you propose t o use there? 

A I t would be a Mercoid or a Murphy. Wo c e r t a i n 

set s p e c i f i c a t i o n s have been drawn up on t h a t y e t . 

0, Have Humble and the A t l a n t i c R e f i n i n g Company i n s t a l l e 

t h e i r f a c i l i t i e s a l ready on t h e i r leases? 

A I d o n ' t know t h e i r s t a tus as t o i n s t a l l a t i o n . They 

have rece ived permiss ion f r o m the O i l Conservat ion Commission. 

Q, I thought maybe you were acquainted w i t h them and had 

observed them and knew i f they were f u n c t i o n i n g a l l r i g h t . 

A No, s i r . I could t e l l you tomorrow, bu t I c a n ' t t e l l 

you today . I ' m going on up t h e r e . 

Q Your LACT system here on No. 15>, the mon i to r , and the 

moni to r supply pump No. ILL - -

A Ye s, s i r , 

Q - - are i n constant o p e r a t i o n , i s t h a t co r rec t ? 

A They are i n constant o p e r a t i o n . 

Q However, the r e c i r c u l a t i n g pump No. 10 i s not t i e d i n 

w i t h the moni to r or the moni to r supply pump i n any way, I s i t ? 

A Not on the h y d r a u l i c system. 

d 
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Q. On t h i s system which has your moni tor and your moni­

t o r supply pump does i s take a read ing on t h i s o i l ? 

A Yes, s i r . 

Q But i t doesn ' t cause the tank bottom t o be r e c i r ­

cu la ted i f i t runs i n t o bad o i l , does i t ? 

A Yes, s i r . I f the BS & ¥ moni tor i n d i c a t e s t h a t your 

percentage cut exceeds your r equ i r ed l i m i t , then your r e c i r c u l a t i c 

pump w i l l go i n t o o p e r a t i o n , 

Q Your No. 10 pump here w i l l ? 

A Yes, s i r . 

Q I understood you to say t h a t No. 10 would j u s t be 

operated on a t ime c lock bas i s and would operate every day? 

A Both methods. 

Q I t w i l l a l so be t i e d i n t o the BS & ¥ moni tor? 

A Yes, s i r . We hope to e l i m i n a t e o p e r a t i o n of i t f r o m 

the BS & W moni to r by doing the d a i l y r e c i r c u l a t i o n . 

Q And then what type of a meter w i l l you use out here 

i n the LACT system? 

A P o s i t i v e displacement meter . 

0, What make w i l l t h a t be? 

A I c o u l d n ' t say r i g h t now, s i r . We have not s p e c i f i e d 

as t o the make of the meter . 

Q You d o n ' t share the pessimism of the p rev ious wi tness 

today on these PD meters? 

A No, s i r . I b e l i e v e t h a t b o t h of them are accura te . 

n 
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MR. TOTTER: T h a t ' s a l l . 

Any f u r t h e r quest ions? 

MR. ERREBO: T h a t ' s a l l we have. 

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 Case 171+8? The wi tness may be excused. 

(Witness excused) 

MR. NUTTER: Take the case under advisement. 
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STATE OF NEW MEXICO ) 
) ss 

COUNTY OF 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 Mex­

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

and reduced, to typewritten t r a n s c r i p t by me, and that the same i s 

a true and correct record to the best of my knowledge, sic i l l and 

a b i l i t y . 

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

New Mexico. 

WITNESS my Hand and Seal this, the /; - day of Ju^ L'^ . J; 

My Commission Expires: 

October 5", I960 
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