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copics of this application to interest operators Gulf, iiondo

M. CHRISTY: I may state at the outset, we have sent

At man Y
AlLSTICAN ang

, Pan
Continental. We have the registered return receipts.

obtained approval from the supervisor of thes U. S.

logical Survey of the application by its letter to Fuidhle of

)60, a copy of which I have here for the Commission,

some oif tie land being Federal.

witness, having been first duly sworn, te

ZE PERRY
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follows:
DIRECT ZTHAMIVATION
D %, CHRATSTY:
Will you please state your name, address and occupation?
& Lee Ferry, 2618 Nerthwest Drive, Eobbs, New Mexico. I
am a senior epgineer, oroduction engineer, in the Hobbs Nistrict,

Commission

vy
bt JUS N

sl

xefining.

Perry, have you previously testified before this

as a petroleun enginecy

X o, sir.

@ Would you briefly tell (.2 Examiner the schools of highe
z wihich you havs attended, the degrees, if any, ceived

hen?

A T attended Texas Technological College; receivad a B.S.

Bngineering in 1942; 3.5. in Civil Engineering in 194]
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tat have you been doing in the petroleum

enginceping 12142
L T “ave worked for Humble 0il and Refining Company since

and their production history

i
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nresent position is Senior Ingineer in Hobbs District.

as that work included Townsaip 18 3outh, Range 27 Dast,

A va A =P
v Gounty™

’AS’ S}._I‘-
fhag is a nortion of the area included in your duties?
Tes, sir.

Are you familiar with that area, and varticuiarly the

>}
-
.

Dyraw dnit area, tie wells in the unit adjoining it
2 J 2

€
3

xr

fem, sir.

Yoz2s the Commission have any cuestion concerning the

D

¢

tions of the witness?

. U7Z: oy he is qualified.

{39y r. Christy) lr. Pecry, what is sought by this
on?

Ve wish to obtain three separate authorities: BHlanket
for exceptions to 2uvle 309-A; first, to comumingle pro-

duction Trom all productive wells in that portion of the Abo-

Chalk

nerineter

™7
SA

urzy

~ ey

¥ nit inside the red verimeter with that in the green

Ty

as shown on BExihibit 1 until such time as participating

b

finally approved for this arcza; scscond, we wish to
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approval o allow us to produce morc than sixteen wells into one

and third, anproval of automatic custody transfer unit
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would vou tell us briefly what the outlined areas in green reflect
A Cutlined in green are ti:e areas previously approved for
commingling in Cases 1915 and 1540; the area eutlined in red is

he area we are presently asking for commingling on. We want to

be able to commingle the entire area outlined in red and green.

3 I notice some hash marks in green. Will you cover that
later?

A T believe Mr. Richardson will cover zhat.

O And the matter marked in orange we will cover as we go
along?

A I=s, Sir.

b The limits of the Chalk 31luff Draw Unit are shown by

A Tt is marked with heavy blue lines.
N Tow, why couldn®t this request be handled by administra-

tive procedure under Rule 350-b?
A It could be except that ownership of the leases 1is not

COi0 .

q I see. What would be the advantages gained from: thé:
commingliing of all wells in this red and green perimeter?

e
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A 3v commingling into the same common tank battery that

will eventually s

a

srve the particivating areas, considerable tankag
can be saved. The LACT unit will erhance the advantages of a cen-

1

tral battery as a permanent completion to produce more tiran 106

wells. The expense of a temporary piveline connection or drayage

froir cach separate lease until it is included in the participating

area will be saved. To prevent burdening the Commission with a

succession of ifearings we are now asxing for authority to commingl
ail presert and future Abo wells in the area outlined in red and
green.

{ Ts that area all within the designated limits of the

this area is unproven. As ade
wells are comnleted in the Abo, Form C-123's are being sulmitted

to roguest aextension.

N Along these lines, has a similar commingling reguest

. -
4

ever coen approved by this Commission?

s
-y
o
".t

s, sir. In Case 1552, R-1292, dated 11/26/58, Pan

granted permission to commingle producers in the

Hupirve-Lbho {ield,
g How will this commingling for the separate leas~s be
accomplished? At this peint I would 1ike to refer vou te Exnibit

A Txhibit 2 is a schevatic diagram of the proposed method

[0

[©]
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at the top and the LACT unit at the bottom. This

SatteryMNo. 1, Abo-Chalk Bluff Draw Unic.

de
et

]
o
-
)
e
o)

Yor, will you please tell us how this commingli
senarate Teases will be accomplished?

A Intil a participating ares is formed or approved, pro-
dncition from each base lease will be produced into the cxisting

tank batterrand measured separately. The production Irou Wells

1 ¢rouvh T owill continue to be ueasured as described in the

Those Wells 1 through 5 ar=s outlined in green on Exhibit

BN fcs, siry the wells in that area. Jondo's wells, Yos.
1 and 3, will pass through the pemanent metering test separator

for =ie hatteryv. Jell & from the Huwble lease will be produced
“orouss a townorary metering feparctor.  Humble's wells in Section
3, “os. T and 4, will pass throuach the permanent nrolduction sepa-
retor which is non-metering, with ¢he oroduction being dcotermined
oy osvetpaction.  Addition: cases arded before the participating

ares is Tinally approved will req 'Jitional meteriry separa-

TOTS, Jren @ participating ares ig approved, nroduction from it

D P PR s a e liaadon 3 JON. L i 2y T PR . -
i3 reildize the peprsanent beader (i) and the productic: d ces
o i i T N T T B P 2 Kol R T I
SENILNTOrR LA ang o S o Lae womer 10XT Dortion ox Exbibic 2.
v 3 H T R L 3 o Ty T o T 1y 4 H H ~ S - ~ 3 =
il L oo Thore on tog uooer Lert we hnave the l.eader and two
. - N . o R R -
SEenrraIo NS Prodaceion frowr 167808 m0ot Jn tn® participacting arca
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Jizlh respect to that nortion of your applicaticn relatin

to U arcluction of more than sixteen wells into a common tank
battow, would you cxplain that?

the locations in the areas involved in the

red an’ creen outline are nroducers vwe would wisk to produce all

of 0]S, Or 48 many as into a common
tanl lhactery, ucilizing the LACT unit for which we are asking for
aoproval. This will efficiently handle the present allowable

chis area, and will De an ccononidc benefit in that considerab

anka;e ond several pivneline connections would be saved. Labor

and travel tine for produc n and wipeline personnel wouild be
recucnd,
M Jiere is this common tank bvattery, and will it stay tner
A Satcery 3 is in toe Southeast yuarter of the Tlorthwest
Guarter, Section 2, on Exhibit 1. {owever, in cthe
intoesst of flexibhility it is reguested that the order be written

Tow, let's turn to the LACT portion of your application,

h

and T will refer vou to the bottoun half of Exhibit 2. I believe
this is the schematic presentation of the LACT unit; is that

corrsct, sir?

A les, sir.
i Now, in your cpinion, wouid this installation ¢ in the

intcreses of conssrvation?

G'Q
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sir. It very definitely will be. The LACT unit
will renlacs an additional 3,000 bairrels of tankage, a saving of
somictdne like 45 per cent in monetary value. A considerable

portion of the light hydrocorborns which normally-weather off in

conventional lease operation would be conserved. Labor and travel

£

tirie for the operator as well as the pipeline company would be

Y

reduaced and with the reduced investment and labor costs the opera-
tor koues to be able to produce this lease or unit to a lower

economic limit.

,\
(@]
o]
ct
o0
[

t there would be boti an ecornomic saving ard a

saving of the oil itseli?

A Very definitely.
T g . A W VAl r . ) ~ Ar o ?
: what type of LAUT system <o you propose, HMHr. Perry?

A e LACT wnit is similar to others installed in Empire-
Abo Tieid. The meter proposed will he a Cofrosion resistant
positive displacewent type meter. However, we would rather the
type were not designated in the Order, if the Commission pleases.

The skid mounted LACT unit will contain more or less standard

charging pump, 235 & W monitor, diverting valve,
strainer, meter, sampler, combination back pressure and shut-in
valve, -and prover loop.

a Would you please briefly t©=ll the Examiner how this LACT

& Yes, siry first, let me state, on Exhibit 2 the existing
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battery facilities at the Chalk Bluff Draw Unit, Battery l. At thsg

left of the permanent header (3), the production and metering

and D-2). At the upper right are the temporary metering separatory
(c) and the tank (D-3) which was temporarily set and will be used

prove the tewmporary wmetering separators as long

o
ot
"
D
ct
Q

o

as it is reguired. Production, shown in green, will pass through
the surge tank (p-2) filling it to the high level float switch
which will open the shut-in valve (), just upstream from the
prover loop, down at the lower left of the prover, and start the
charging pump (F) at the lower right. Production will flow to
the skid mounted LACT unit, passing the charging pump and the

3S & 7 nonitor (G). Good oil will flow on through the strainer,
{J), the sampler (L), the combination back pressure and shut-in
valve (1), and to the pipeline. WHere the flow can be diverted
into t¢the prover tank (N) to prove the meter.

In case tihe monitor detects snacceptable oil it will auto-
natically open the diverting valve (H) and close the combination
valve (') turning the flow along the brown line, back to the
volume tank {D-1). Bad oil will be manually treated and switched
back. At present we are producing pipeline oil so no treating is
necessary. wWhen the level in the surge tank (D-2) is reduced to
the low level controller it will close the shut-in valve () and

stop the charging pwip. In case the high level controller fails

<
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to

Tinction, oil will fill the surge tank and overflow into the

volume tank (D-1) through the equalizer line. In tie event the

A

in the volume tank reaches the emergency high level controller

eitker from bad oil or from overfiow from the surge tank, the

hav

1y
[
9]

the

placerient meter itself

1igh level controller will close both leasec automatic

-ir valves (E) at the header. Ir turn, this will place the

hine pressure on the fl ow lines. ¥We have provided for chis by

nes, onlasticoated to resist corrosi

u.
O

talling high pressvre flowl s
tested to 1-1/2 times the tubing pressure. Our plan is to

e a pwnper on 8-hour duty on this and othier nearby leases.

A D¢ yvou Teel this CT system is reliable?
A Systems similar are in operation throughout New lMexico

in the Empire-Abo field. We fecl we have accounted for all of
contingoncies that might arise. The meter is equipped with a
charging pump has high pressure shutdown, and

nation valve (1) is normally closed so that in the event
2

a2 oower 7ailure the LACT unit would be shut-in. Tne positive

a reasturing deviee has certainly

o8
N

v its reliability in New Mexico.
9 Do you feel you would have any corrosion problems on
P.D. meter?
A The mceter is the corrosion-resistant type. It has what
C. Swith calls an electro-film process, patented process, but.

mater 1as served fourteen months in this same oil.

DN
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o

i Sare type of corrosive oil?

Y x

I

A Tes.
X fho is purchasing the oil from this installation?
A Service Pipeline.

¢

ilave you submitted the LACT system to them, and have

they &pproved it?

A They have.
8] 73tk resmect to the metering separators {(C) up at th
top right-hand portion of Exhibit 2, Do I understand that that is

a termorary ggt_up?
A Tt is very definitely a temporary set-up. Probadly afte

ating area is set uwe no well will come through

tde

the fiprst partici

o

a temporary metoring separator for more than sixty days. T think
Mr., Richardson will cover that more thoroughly.

MRe CHRISTY: I think thet is all. One other question:

’
“d
jab}
1473
[
A
T
T

‘bit 2 prepared by you or under your direct supervision?

A fes, sir.
CR0SS ELAMTNATION
BY 3. PoTTE:
Q Fow many separate leases are contained in the acreage

outlinod.in green?

2 At thke present time are you separately metering the

production from cach of those leascs?
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A

obtained by subtraction.

&)

cipating area was formed it would relate back?

A

Q

area”
A

fifteen.

Q

each of those leases until such time as a participating area is

formed?
A

a)

question.

pr actically all of it has.

Q

A

We are separately measuring them, sir. One of them is
And that was granted on the basis that once the parti-

Yes, sir.
To the time of initial production?
Yes, sir.

Now, how many separate leases are contained in the red
Sir, I have not actually counted them. I would say about

Do you propose to separately measure the production from

Yes, sir.

Is all this acreage within the Chalk Bluff Jraw Unit?
Yes, sir.

Has all the acreage been committed to the Unit?

MR. CHRISTY: Wg have another witness who can answer that

I dontt know if this engineer knows that. The answer is

(By Mr. Payne) These are all flowing wells, are they not
Yes, sir.
And additional wells probably will be?

Yes, sir, as far as we anticipate.

[
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Q In the event of malfunction or flow-line break the wells
would have to be shut in?

A we don't anticipate flow line breaks. As I said, we are
putting in high pressure flow lines, tested to 1-1/2 times the
tubing pressure. They are going to be corrosion-resistant. They
will be plastic=-coated, and flow line breaks on high pressure
lines are Jjust not something that happens.

) You never have encountered any in your experience?

A No, I have never; not on a high pressure line. With
other types, sometimes, yes; but with the best grades of pipe it
is extremely, must be extremely unusual. 1 have been working in

0il fields for fourteen years and haven't encountered it.

2 All your flow lines will be above ground?

A Yes, sir.

q And a man will be on the lease how often, in the area?
A He will have eight hours on this and our other lease in

the Empire-Abo Field, so he should be on this lease probably six
hours, I would guess.

Q Now, do you ever intend to go to complete automation in
this unit so that a man is seldom if ever on the lease?

A Not until it becomes more economically attractive. We
dont't feel that we have gotten around to the complete automation
point yet; 1 doubt it. |

o) Now, you are going to commingle the prbduction from the

leases outlined in green with the production from those outlined
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in red?
A Yes, sir.
Q The production from the leases in green are now going

into a common tank battery?
A Yes, sir.
Q And you are still going to produce them into that common
tank battery”?
A Yes, sir, with the addition of any producing wells in thg
area outlined in green; they will go into the same tank battery.
MR. PAYNE: I see. Thank you.

BY Mr. UTZ:

2 what is your shut-in tubing pressure?

A From 700 to 900 pounds, sir.

Q In regard to the plastic-coating of this line; how much
experience have you had with corrosion prevention?

A Considerable, sir. Wwe have had extremely good luck.
This is going to be a baked-on phenoclic, the best we know. As a
matter of fact, the flow lines are already in with that; it is an

extremely reliable coating.

) Are these welded lines?

A No, sir; screwed lines.

Q Couplings also plastic-coated?

A Yes, sir; the coating is designed so that it overlaps

on the threads just enough to bond together. Wwe have had, within

the company, something like nine year's experience with this type
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of a coating now, and have found it to be very reliable.
MR. PAYNE: Mr. Perry, how is it that an initial parti-
cipating area has not yet been formed?
A The participation request for a participating area has,
I believe, been submitted to the Commission and I believe it is
within your hands now.
MR. PAYNE: Has the U.S.G.A. approved it?
A I think they are waiting on your approval.
MR. CHRISTY: Mr. Exminer, I believe we have a witness
that can cover that.
MrR. UTZ: Will your next witness be able to clarify
questions in connection with lease ownerships?
MR. CHRISTY: He is a person that has lived with this
unit for quite a few years.
FMR. UTZ: Any other questions of this witness?
Mit, CHRISTY: I may ask one more.

REDIRECT EXAMINATION

BY MR, CHRISTY:

Q In response to Mr. Utz! question about shut-in tubing

pressure your answer was 7 to 900. Is that maximum tubing pressurg?

A That's right.
MR. UTZ: 1In line with that question, do you anticipate
forcing up in this field?
A I'd rather not commit myself.

MR. UTZ: Ordinarily they do, don't they?

?
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A They do.

MR. UTZ: 1In which case your shut-in tubing pressure will

becomé higher?
A I doubt that.
MR. UTZ: You doubt that your flowing pressure will be-
come higher?
A It could be; yes.
MR. UTZ: Any other questions? Witness may be excused.
Mi. CHRISTY: we would like to call Mr. Andy Richardson.
He has not been sworn, Mr. Examiner.
(Witness sworn).

R. M. RICHARDSON

called as a witness, having been first duly sworn, testified as

follows:

DIRKCT EXAMINATION

BY MR, CHRISTY:

Q would you please state your name, address and occupation

A R. M. Richardson. 1 am a Land Man with Humble Cil &
fefining Company in Roswell, in charge of unitization and zone
operations.

8} Mr. Richardson, are you familiar with the Chalk Bluff
Draw Unit agreement and area?

A Yes, sir.

Q which I believe is outlined in applicant's Exhibit 1 in

this case?

)

'
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A Yes, sir.

2 Now, I refer you to the green hash marks on Exhibit 1
which have not been explained. Would you briefly explain what
that is to the Examiner?

A The green hash marks are the area that has been requested
as the initial participating area for the Abo Production in this
unit. It includes wells 1 through 4; the land included is the Kast
Half wWest Half Section 9, Township 18 South, Range 27 East.

Q Mr. Richardson, within the perimeter of the red area,

how many base leases are we speaking of? How many are there?

A Fourteen.

Q And within the perimeter of the green area how many base
leases?

A There are three within the green area.

2 We have a total of seventeen base leases involved in thig

commingling portion of the application?

A No; I included the green leases. Actually your parti-
cipating area includes a portion of base leases also in the red
area.

8 2 So we would have less than seventeen?

A About fourteen; total fourteen.

o Now, the Chalk Bluff Unit agreement, I believe it pro-
vides for participating areas?

A Right.

Al who must approve the participating area under U.S.G.S.?
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A Director, Commission and Commissioner.

Q You mentioned that the hashed green area on Exhibit 1
was your proposed initial participating area?

A Right.

o) Has that proposal been submitted to those three bodies
you have mentioned?

A It has been submitted to the Commission. It has been
approved by the Commission, and is now in the hands of the
Commissioner for approval. It will then be submitted, after
approval by the Commissioner, to the [J.S.G.S. for approval of the
Director.

2 Wwhen the participating area is finally approved by those
three regulatory bodies, would you tell us what the unit agreement
provides with respect to the allocation of production from the
participating area and when it is effective?

A The total production in the approved participating area
is allocated to each tract in the participating area on a surface-
acre basis.

2 Effective when?

A Effective at the time of first production; the subsequent
enlargements are effective the first of the month in which is
obtained knowledge on which expansions are based.

1 For example, if you expanded the participating area to
take in drilling Well No. 8, which is in the Southwest Northwest

Section of 9, once it is taken in the participating area it would

4
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pace <0

be effective as of the first day of the month in which the pro-

duction is obtained on that well?

A

N
)

Right.

And I assume from your statements that the unit agree-

ment does have a provision for expansion of these participating

areas”?

A
H

m

Yes, sir.

Now, sir, within the red and green perimeter, what per

cent of working interest and royalty has been committed to the .

unit agreement?

A

1t is 100 per cent committed with the exception of a

1.25 per'cent override under the Northeast Southwest of Section 4,

and the Southwest Southwest of Section 4, Lots 15 and 17, Section 4

N
<
A
3

2

A

A

together;

Those are the two tracts in the extreme north end?
Extreme north end; 1l.25 per cent override.

Have you had a refusal by those overrides or what?
lhat was an estate at the time we were putting the unit

it was an estate in Artesia that had not been settled

and I think they didn't know who had the authority. It was all

tied up, probably in litigation, and since that time we have in-

vestigated and I think the estate is now closed, but we still

haventt determined exactly who can commit and Hondo is now working

on that.

Q

A

Do you anticipate you will get them?

We anti€Cipate they will come in.
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MR. CHRISTY: That is all the questions we have from
this witness, Mr. Examirer. 1 might state at this time that in
one or two of the prior cases on commingling, questions have come
up concerning the terms of the unit agreement, various provisidns
of it which the witnesses did not know, or were not familiar and
versed with. However, I believe Mr. Richardson is well versed and
familiar with the terms.of the unit agreement. If the Commission
has any questions concerning it, we would be happy to try and

answer them.

CROSS EXAMINATION

BY MR. PAYNE:

Q You do plan to separately measure the production from
each lease prior to commingling; is that right? [Lach base lease?

A Once it is in a participating area, well then I don't

believe ==
Q Until such time as it is?
A Until such time as it is it will be separately measured.

MR. UTZ: Any other questions of the witness?

MRk. CHRISTY: 1 might ask one question. Mr. Richardson,
do you know of your own knowledge that Exhibit 1 is a true replica
of the unit area and boundaries?

A It is.
MR. UTZ: Witness may be excused.
MR. CHRISTY: At this time we would like to offer in

evidence applicant's Exhibits 1 and 2.
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MR. UTZ: They will be admitted.

M. KASTLER: Kastler, appearing on behalf of Gulf 0il
Corporation. Gulf is a unit participant in the Chalk Bluff Draw
Unit, owner of wWell No. 6 which we recently brought in as a pro-
ducer, Northeast Quarter of the Northwest Quarter of Section 16,
18 South, 27 East. e concur in this application.

Mg. UTZ: Any other statements? Case will be taken

under advisement.
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