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BEFORE THE 
OIL CONSERVATION COMMISSION 

SANTA FE, NEW MEXICO 
SEPTEMBER 30, 1959 

I N THE MATTER OF: 

CASE 1760 Application of The A t l a n t i c Refining Company 
f o r an automatic custody transfer system and 
f o r permission to produce more than 16 wells 
i n t o a common tank battery. Applicant, i n the 
above-styled cause, seeks an order authorizing 
i t to i n s t a l l an automatic custody transfer 
system to handle the production from a l l Horse-
shoe-Gallup o i l wells on i t s Navajo "B" Lease 
comprising c e r t a i n acreage i n Township 31 North 
Range 16 West, San Juan County, New Mexico. 

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 0 F P R O C E E D I N G S 

MR. NUTTER: We w i l l take next Case 1760. 

MR. PAYNE: Case 1760. A p p l i c a t i o n of The A t l a n t i c 

R e f i n i n g Company f o r an automatic custody t r a n s f e r system and f o r 

permiss ion t o produce more t han 16 w e l l s i n t o a common tank b a t ­

t e r y . 

MR. BRATTON: Howard B r a t t o n , Hervey, Dow & H i n k l e , 

Roswe l l , New Mexico, appearing on beha l f of the a p p l i c a n t . We 

have one wi tne s s , Mr. T. 0 . Davis , and ask t h a t he be sworn. 

(Witness sworn) 

T. 0. DAVIS, 
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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. BRATTON: 

Q W i l l you state your name, by whom you are employed, 

and i n what capacity? 

A T. 0. Davis, The A t l a n t i c Refining Company, Regional 

Petroleum Engineer. 

Q Does your j u r i s d i c t i o n cover San Juan County, New 

Mexico and the area embraced i n Case 17b0? 

A Yes, i t does. 

Q Are you f a m i l i a r with the application i n Case 1760? 

A Yes. 

Q And have you previously q u a l i f i e d as an expert w i t ­

ness before t h i s Commission? 

A Yes, I have. 

MR. BRATTON: Are the witness* q u a l i f i c a t i o n s accept­

able? 

MR. NUTTER: Yes, s i r . 

Q Mr. Davis, do you have a map showing the location of 

the lease where you propose to i n s t a l l central storage f a c i l i t i e s 

A Yes. I ref e r to Exhibit A, which i s a map showing 

the l o c a t i o n of A t l a n t i c * s Navajo "B" Lease i n the Horseshoe-

Gallup F i e l d . This Lease i s shown i n red, and i t consists of 

Sections 17, 16, 19 and 20, and those portions of 16 and 21 which 
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k 
l i e w i t h i n the Navajo I n d i a n Rese rva t i on . Th i s Lease i s loca ted 

i n Township 31 Nor th , Range 16 West, San Juan County, New Mexico. 

Q How many work ing i n t e r e s t s and r o y a l t y owners are 

there i n the Lease? 

A There i s one work ing i n t e r e s t , The A t l a n t i c R e f i n i n g 

Company. There i s one r o y a l t y owner, the Navajo I n d i a n T r i b e . 

Q The Lease conta ins 2680 acres, approximately? 

A T h a t ' s c o r r e c t . 

C. How many w e l l s are completed on the Lease and i n what 

f o rma t ion? 

A S ix t een w e l l s are completed on the Lease. They are 

i n the Gal lup f o r m a t i o n . 

Q Do you propose t o produce a l l of these w e l l s i n t o one 

c e n t r a l storage f a c i l i t y ? 

A Yes. 

Q, And how many w e l l s do you a n t i c i p a t e w i l l be d r i l l e d 

on the Lease, Mr. Davis? 

A We t h i n k probably no more than e igh teen w i l l be 

d r i l l e d on t h i s Lease. T h a t ' s j u s t a guess. I t could be a few 

more, or we could stop w i t h the present s i x t e e n , bu t I t h i n k 

e igh teen w i l l be about the maximum. 

(Thereupon, A t l a n t i c ' s E x h i b i t N 
A was marked f o r ident i f i c a t i o n 

Q R e f e r r i n g T;O E x h i b i t A, does i t show the f a c i l i t y 

you p l a n t o i n s t a l l i n connect ion w i t h the c e n t r a l tank b a t t e r y ? 

) 
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5 
A I t shows the l o c a t i o n of the t e s t s t a t i o n and the 

c e n t r a l storage f a c i l i t y , and i t i s shown i n Sec t ion 19 as a c i r ­

c l e i n the southern p a r t — south p a r t of the S e c t i o n . 

Q, And y o u ' l l b r i n g f l o w l i n e s i n t o t h i s t e s t s t a t i on? 

A Yes. I t i s our p l a n t o b r i n g f l o w l i n e s f r o m a l l the 

w e l l s i n t o t h i s t e s t s t a t i o n , and the t e s t s t a t i o n w i l l serve two 

purposes. I t w i l l a l l o w us t o make p e r i o d i c t e s t s on the w e l l , ar 

i t w i l l a l l o w us t o separate gas f r o m a l l the produced f l u i d s , anc 

then the f l u i d s w i l l go t o the c e n t r a l storage f a c i l i t y . 

Q W i l l one t e s t s t a t i o n be s u f f i c i e n t f o r the number 

of w e l l s you a n t i c i p a t e , Mr. Davis? 

A Yes, we t h i n k one t e s t s t a t i o n w i l l be adequate w i t h 

e igh teen w e l l s . We can e a s i l y t e s t each w e l l once a month and 

s t i l l have twelve days f o r r e t e s t . 

(Thereupon, A t l a n t i c ' s E x h i b i t 1 
was marked f o r i d e n t i f i c a t i o n . ] 

Q R e f e r r i n g t o E x h i b i t B, Mr. Davis , i s t la t a diagram 

or the t e s t s t a t i o n ? 

A Yes. 

Q W i l l you e x p l a i n what i t shows? 

A E x h i b i t B i s a schematic diagram of the proposed tes ' 

s t a t i o n i n o p e r a t i o n . The f l o w l i n e s f r o m the w e l l s en ter a 

w e l l m a n i f o l d , and there i s a t e s t l e g and a p r o d u c t i o n l e g 

l e a v i n g t h i s m a n i f o l d . The w e l l be ing t e s t ed i s rou ted through 

the t e s t l e g i n t o a t e s t separator or t e s t t r e a t e r . Gas i s sep-

d 

\ 

i 
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6 
arated and is measured, liquids are measured with liquid meters, 

and the o i l goes on to the central battery. A l l of the wells ex­

cept the one being tested are routed through the production leg, 

and they pass through a production separator or t r e a t e r . Gas i s 

removed, and the o i l goes on to the central storage f a c i l i t y . 

Q, What kind of a meter do you propose to use, Mr.DavisI 

A We propose to use a dump type meter f o r t e s t i n g . 

Q, W i l l you explain how that meter works? 

(Thereupon, A t l a n t i c ' s Exhibit C 
was marked f o r i d e n t i f i c a t i o n . ) 

A I refer now to Exhibit C, which i s a diagram of a 

dump type meter. This i s a meter that i s i n s t a l l e d on the f l u i d 

o u t let of a separator or t r e a t e r , and i t replaces the dump valve 

of that vessel. I n operation, f l u i d s leaving the separator or 

the t r e a t e r , i t passes i n t o the dump meter, and t h i s meter merely 

counts the dumps, and each dump i s calibrated to a un i t volume of 

l i q u i d . 

Q, How often are the meters calibrated? 

A We would recommend monthly c a l i b r a t i o n s . 

Q What degree of accuracy i s necessary f o r these meter£, 

Mr. Davis, i n your opinion? 

A I n our opinion, we think that plus or minus 2 percent 

i s adequate f o r test purposes. Our allowable per well i n t h i s 

f i e l d ranges from 50 to 55 barrels a day, and 2 percent error i s 

only one b a r r e l , which to us, i s not a s i g n i f i c a n t error, so we 
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7 
t h ink plus or minus 2 percent should be adequate. 

Q You have t h i s type of meter i n the lease immediately 

adjacent, don' t you? 

A Yes, we do. 

(Thereupon, A t l a n t i c ' s Exh ib i t I 
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 fe r to Exhib i t D and show what i t shows 

i n connection w i t h the accuracy of those meters? 

A Exh ib i t D i s a t abu la t ion of meter errors f rom three 

of these dump type meters i n s t a l l e d on our Navajo Lease, which i s 

jus t south of the Lease i n question, and they are tabulated over 

a f i v e month period from February through June of 1959. I t can 

be seen on t h i s tabula t ion that the largest er ror that was found 

i s seventeen-tenths of 1 percent; the smallest error was zero. 

So, ac tua l ly , we found by experience that these dump meters are 

much more accurate than we need f o r t e s t i n g . 

Q And you recommend that these meters be ca l ibra ted 

monthly, the ones you are proposing? 

A Yes. 

Q And you have found that the tes t s ta t ions on your 

Lease immediately to the south have worked s a t i s f a c t o r i l y i n 

a l l regards? 

A They have been very s a t i s f ac to ry . We've had very 

l i t t l e maintenance and operation has been good. 

Q W i l l you expla in b r i e f l y why you desire the cent ra l 
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8 
storage f a c i l i t y ? 

A We would l i k e to i n s t a l l these tes t s tat ions w i t h a 

cent ra l storage f a c i l i t y f o r several reasons. One, our operating 

expenses are lower because less pumper labor i s required to tes t 

wi th a tes t s t a t i on than by manual gauging of tanks. Also, our 

cap i t a l expenditures are lower w i t h test s ta t ions , maintenance i s 

less, and l a s t , but probably the most important th ing , we found 

that t e s t i ng i s ac tua l ly easier f o r a pumper, and we believe we 

got more tes ts w i t h a tes t s t a t i on and b,etter tes ts than we do wi1 

a conventional t e s t i ng i n to a storage tank. 

Q, You've also requested, Mr. Davis, an LACT unit? 

A Yes. 

Q Where do you plan to i n s t a l l i t ? 

A We propose to i n s t a l l t h i s at the cen t ra l storage 

f a c i l i t y i n Section 19. 

Q Does i t have any e f f e c t on your cent ra l storage 

f a c i l i t i e s or the tes t station? 

A I t w i l l have no e f f e c t on the test s ta t ions . I t a f ­

f e c t s only the way i n which o i l i s run to the p i p e l i n e . 

Q S i r , do you have a diagram of the proposed LACT un i t 

(Thereupon, A t l a n t i c ' s Exh ib i t : 
was marked f o r i d e n t i f i c a t i o n . 

A Exhib i t E i s a schematic diagram showing the general 

layout of the LACT u n i t i n connection wi th the storage tanks. We 

presently have two one thousand ba r r e l tanks on t h i s Lease. We 

;h 

• 
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would propose t o use one of these as a surge tank, and the other 

as a wet o i l tank. You'll notice an equalizing l i n e between thes 

tanks. I n the event there i s a LACT unit malfunction, o i l w i l l 

equalize i n t o the empty one through the wet o i l tank. I n opera­

t i o n , the clean o i l from a test station enters the surge tank and 

passes through the pipeline through the LACT u n i t . The red l i n e 

on t h i s drawing indicates wet o i l which the BS&W probe has de­

tected. The wet o i l goes back t o the one thousand wet o i l 

tank. Now, also on t h i s diagram there i s a by-pass l i n e .along 

the LACT u n i t f o r manual runs to the pipeline I n the event of 

LACT unit malfunction. 

(Thereupon, A t l a n t i c ' s Exhibit ] 
was marked f o r i d e n t i f i c a t i o n . 

Now, i f you w i l l r e f e r to Exhibit F, F i s a drawing show­

ing the d e t a i l s of the LACT un i t i n the surge tank. We have two 

probes which we have labeled P-l and P-2. When the f l u i d l e v e l 

reaches the top probe, P-l delivers o i l to the pipeline; when i t 

reaches the lower probe, delivers stock. I n the event there i s 

a malfunction of t h i s unit and the l i q u i d passes up over probe 

p - l , i t w i l l equalize i n t o the empty tank, and we have about 1.3 

days of storage i n t h i s empty tank, which i s adequate f o r the 

pumper to determine the malfunction, and no o i l would be s p i l l e d 

or wasted. 

Q How often would your pumper check t h i s station? 

A We have eight-hour pumping on t h i s lease, so the 

1 

1 
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longest period of unattended time would be sixteen hours. I won1' 

go i n t o the d e t a i l s of the LACT unit proper i n the in t e r e s t of 

saving time. I w i l l say i t i s a positive displacement meter type 

i n s t a l l a t i o n . I t I s very similar to the one approved f o r our 

Navajo Lease, and the meter i s c temperature compensated which w i l 

catch samples f o r BS&W grav i t y determination. W?e have a cali b r a ­

t i o n loop. We recommend monthly c a l i b r a t i o n . We have BS&W probe 

f o r detecting bad o i l . 

Q Do the wells on t h i s Lease operate e l e c t r i c a l l y , Mr. 

Davis? 

A Yes, a l l the wells are pumping wells, they are oper­

ated e l e c t r i c a l l y . 

Q So i f you had a power f a i l u r e on the Lease or the 

u n i t , what would happen? 

A I f we had a power f a i l u r e , the wells would shut down 

also the LACT u n i t would shut down. And then i f the power came 

back on, everything would s t a r t up where i t l e f t o f f . 

Q Have you requested TJ.S.G.S.'s approval of t h i s i n ­

s t a l l a t i o n , Mr. Davis? 

A Yes, we have. And I refe r now to Exhibit G, which 

i s a l e t t e r from John A. Anderson of the U.S.G.S. approving the 

LACT un i t and the tes t s t a t i o n i n s t a l l a t i o n . 

(Thereupon, A t l a n t i c ' s Exhibit G 
was marked f o r i d e n t i f i c a t i o n . ) 

Q Have you requested approval of the u n i t from the 

1 
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pipeline company? 

A Yes, s i r . And Exhibit H i s a l e t t e r from Linden A. 

Fleming of El Paso Natural Gas Products Company, agreeing with 

the i n s t a l l a t i o n of LACT. 

(Thereupon, Atlantic's Exhibit H 
was marked for identification.) 

Q Why do you propose to i n s t a l l this LACT equipment? 

What w i l l be accomplished, Mr. Davis? 

A We have serveral reasons for proposing t h i s . One, 

we think the accuracy of measurement w i l l be as great, possibly 

greater, than manual gauging. Two, we have a savings i n pumper 

labor by eliminating gauging of tanks and f i l l i n g out daily pipe­

line runs. Three, we w i l l have a gravity increase which i s equi­

valent to a volume increase, and th i s , of course, benefits both 

the royalty owner, the operator, and i t i s also a conservation 

measure. 

Q Were Exhibits A through F prepared by you or under 

your supervision? 

A Yes, they were. 

Q I s there anything f u r t h e r you would care to o f f e r i n 

t h i s case, Mr. Davis? 

A No. 

MR. BRATTON: We o f f e r i n evidence A t l a n t i c ' s Ex­

h i b i t s A through G and H i n c l u s i v e . 

MR. NUTTER: Without objec t ion , A t l an t i c*s Exh ib i t s 
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A through H w i l l be entered. However, Mr. Davis, I would apprec­

ia te i t i f you could f u r n i s h the Commission permanent copies of 

G and H. These have a tendency to fade w i t h t ime. 

(Whereupon, A t l a n t i c ' s Exhib i t s 
A through H were received i n 
evidence.} 

MR. BRATTON: We have nothing f u r t h e r . 

MR. NUTTER: Does anyone have any f u r t h e r questions 

of Mr. Davis? 

CROSS EXAMINATION 

BY MR. PAYNE: 

Q Mr. Davis, i s there any substant ia l d i f fe rence be­

tween these i n s t a l l a t i o n s and the one that was approved f o r your 

Navajo Uni t Lease? 

A I t was our Navajo Lease. There i s no substant ia l 

d i f f e r e n c e . There are some minor d i f f e rences . On t h i s LACT u n i t 

we propose to use one meter.On the Navajo i n s t a l l a t i o n , we used 

two, and one was a spare. We f e e l that we can s t i l l use the 

spare meter on our Navajo Lease f o r t h i s one, so we have e l i m i n ­

ated one meter. Also i n the surge tank,on the Navajo Lease we 

had a t h i r d probe at the top of the surge tank, which would 

automatical ly shut - in about h a l f the we l l s . On t h i s i n s t a l l a t i o n 

we don't t h ink that i s necessary, because the o i l can equalize 

over in to an empty tank which i s adequate, an adequate safety 

p rov i s ion . 

MR. PAYNE: Thank you. 

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 

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



13 

QUESTIONS BY MR. NUTTER: 

Q Mr. Davis , as I understand i t , o i l t h a t i s r e j e c t e d 

by the BS&W probe goes i n t o the wet o i l s torage, i s t h a t co r rec t? 

A Yes, s i r . 

Q On E x h i b i t E, the tank t h a t i s l abe led "1000 wet o i l 

t a n k , " i s t h a t the tank t h a t t h i s r e j e c t e d o i l f l o w s i n t o ? 

A Yes, s i r . 

Q, W e l l , now, supposing you had a considerable q u a n t i t y 

of o i l t h a t had been r e j e c t e d , and i t was i n storage i n the one 

thousand b a r r e l wet o i l t ank , and supposing t h a t your surge tank 

was r a t h e r f u l l , and supposing t h a t the LACT system r e j e c t e d a l l 

the o i l , now what would happen, r e j e c t e d produc t ion? 

A I f - -

Q I f t h i s should happen d u r i n g the s i x t e e n hour i n t e r ­

v a l t h a t the pumper wasn ' t on the lease? 

A I f we s t a r t e d g e t t i n g wet o i l d u r i n g the s i x t een 

hours t ha t the pumper wasn ' t on the lease, i t would go t o t h i s 

wet o i l t a n k . However, we have adequate storage there to h o l d 

t h a t o i l u n t i l the pumper makes h i s rounds and r e t u r n s t o the 

l ease . And i f he found t h a t the storage f a c i l i t i e s were approach 

i n g the f u l l mark, he could manually s h u t - i n the w e l l s , the s i x ­

teen w e l l s . 

Q What i s the capac i ty of one of these tanks above 

l e v e l P-2? 

A Above l e v e l P-2 i t ' s about f o u r f e e t . I t ' s about 
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50 percent, i t i s about 500 bar re l s above — above F-2 . 

Q On Exh ib i t F - -

A F-2 i s about fou r f e e t from the bottom of the tank. 

Q, The tank w i l l never be emptied below F-2, w i l l i t ? 

A No, s i r . 

Q, So y o u ' l l always have that much storage as not a v a i l ­

able? 

A That 's r i g h t . F-2, the capacity there i s 250 barrels 

Q, So you have 750 barre ls avai lable above that? 

A Yes, s i r . 

Q Are these a l l top allowable wel l s on t h i s lease, Mr. 

Davis? 

A Most of them are. A few of them have f a l l e n o f f the 

l a s t month or so. The allowable on the lease i s about 800 barrels 

Q Eight hundred barrels a day? 

A Yes, s i r . 

Q, I s the gas meter on the meter, on the t e s t i n g loop 

of your tes t s t a t i o n a direct t r e a t i n g meter, or i s that one you 

use charts with? 

A I t i s an o r i f i c e meter that we use charts f o r . We 

are considering converting that to a dire c t reading meter. 

Q And the meter that i s used on the LACT system i s a 

positive displacement meter, --

A Yes, s i r . 

Q — but a dump type on the test station? 
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15 
A R i g h t . 

MR. NUTTER: Any f u r t h e r quest ions of Mr. Davis? 

QUESTIONS BY MR. PAYNE: 

Q Mr. Davis , what are the maximum number of w e l l s t h a t 

you propose t o t r a n s f e r the custody of o i l th rough t h i s LACT sys­

tem? 

A I t would be a l l the w e l l s tha t are completed on t h i s 

Navajo Lease. 

Q That .could be s i x t y - f o u r w e l l s , r i g h t ? 

A Yes, s i r . I t i s ve ry u n l i k e l y , but i t could be. 

Q You d o n ' t have storage capac i ty to handle t h a t type 

of p r o d u c t i o n , do you? 

A No, s i r . I f we have more p r o d u c t i v e acreage than 

we a n t i c i p a t e at p resen t , we would add a d d i t i o n a l wet o i l s t o r ­

age to t h i s c e n t r a l b a t t e r y . 

Q. I n the same p r o p o r t i o n as t h i s storage i s f o r e i g h t ­

een we l l s? 

A Probably . 

MR. PAYNE: T h a t ' s a l l . Thank y o u . 

MR. NUTTER: No f u r t h e r quest ions of Mr. Davis , he 

may be excused. 

(Wilness 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 Case 1760? We w i l l take t h a t case under advise­

ment. 
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