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' BEFORE :

ifor an oll-oll dual completion, for permission to commingle pro-

;duction from two separate pools, and for permission to install an

MR. PAYNE:

BEFORE THE
OIL CONSERVATION COMMISSION
SANTA FE, NEW MEXICO

In the Matter of:

CASE 2091 Application of Gulf Oil Corporation for an

oil-0il dual completion, for permission to
commingle production from two separate
pools, and for permission to install an
automatic custody transfer system. Appli-
cant, in the above-styled cause, seeks an
order authorizing the dual completion of
its Pederal-Mills Well No. 1, located 660
feet from the North line and 1980 feet
from the West line of Section 11, Township
9 South, Range 36 East, Lea County, New
Mexico, in such a manner &8s to permit the
production of oil from an undesignated Abo
pool and the production of oil from the
Allison-Pennsylvanian Pool through parallel
strings of 2 7/8-inch and 2 3/8-inch tubing
respectively. The applicant further pro-
poses to commingle the Abo production and
the Allison-Pennsylvanian production from
said well to handle the commingled pro-
duction by means of an automatic custody
transfer system.

Mabry Hall

State Capitol Building
October 5, 1960

Elvis A. Utz, Examiner.

TRANSCRIPT OF PROCEEDINGS

MR, UTZ: The next case will be 2091,
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Case 2091, "Application of Gulf 0il Corporati
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"automatic custody transfer system.™
|
| MR. KASTLER: If the Commission please, my name is

jBill Kastler, attorney from Roswell, New Mexico, appearing on behal
|

iof Gulf 01l Corporation. Our two witnesses in this case will be
§Mr. Clem Korzekwa and Mr. Lonnie C. Smith.

| MR, PAYNE: Will you gentlemen stand to be sworn, please?
(Witnesses sworn in.)

MR. KASTLER: Mr. Korzekwa, would you please take the

5st&nd?

CLEM R. KORZEKWA

"a vitness, called by and on behalf of the Applicant, having first
|
' been duly sworn, was examined and testified as follows:

|
|

DIRECT EXAMINATION

- BY MR, KASTLER:

Q Would you please state your name, your address and who
|your employer is and what your presentposition is?

A Clem R. Korzekwa, employed by Gulf 01l Corporation at
| 1614 Chama Drive, Hobbs, New Mexico,

Q Mr. Korzekwa, what's your present position with GQulf
0il Corporation?
: A Petroleum engineer.
: Q Have you ever previously appeared before the New Mexico
; 011 Conservation Commission and qualified as anexpert witness and
% given testimony as a petroleum englneer?

A No, I haven't.

i

;
|
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5 Q Would you briefly outline your formal educational
|

|
|

Ebackground?

A I entered St. Mary's University in San Antonio in 1948,
‘'where I took my pre-engineering studies through August of 1950; at
:that time, I transferred to the University of Texas and receilved
§my BS Degree in petroleum engineering in 1953.
| Q Subsequent to your graduation, what has been your
iexperience in petroleum engineering?
E A My first oilfleld experience was in the summer of 1952;

‘1 was a roustabout for Pan American Petroleum Corporation in the [
| E
'South Texas Gulfcoast area, and prior to my graduation in June,

E19ﬁ3, I entered the employment of Gulf 0il Corporation and have
[worked for them continuously since that time.

‘ Q And substantially, was all of your work substantially
tin or around the vicinity of West Texas and Southeastern New Mexicof

A Yes, my entire period of employment was in the Permian
jBa&in area, and my first sixteen months as an engineer was in the
‘Permian area, and then transferred to Hobbs in November of 1954

' and worked there continuously 'til this date.

Q Are you a member of any professional societies?
A Yes, I am; I am a member of the ISME and a registered

professional engineer.

Q Have you become familiar with the completion and other
éaspects concerning this case, particularly Gulf's Federal-Mills

'Well Number 17 l
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A Yes, I am. ‘j
MR. KASTLER: Mr. Examiner, is the witness qualified to
your satisfaction?
MR. UTZ: He's qualified as an engineering witness.

Q (By Mr. Kastler) Mr. Korzekwa, have you prepared for an
exhibit in this case a plat to show the location of Gulf's Federal-
Mills Number 1 Well?

A Yes, sir, |

MR. KASTLER: That's Exhibit Number One.
(Thereupon, the document
was marked as Gulf's

! Exhibit Number One for
| identification.)
i

Q (By Mr. Kastler) Referring to the exhibit --

A The Federal-Mills Lease 18 outlined in red, t he lease is
glocated in the northwest quarter of Section 11, Township 9, Range 3
EEaut of Lea County, New Mexico; this plat shows the location of the
Etwo Wwells on the lease, including the well in question.
| Q Does this plat also show the offset operators?

A Yes, it does.

Q Is this an 80-acre spacing area --

A Yes,
! Q --as far as the Penn wells are concerned?
| A That's right.

Have you prepared a log as an exhibit for this case?

> o

Yes, I have; this 1s Exhibit Number Two.
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(Thereupon, the document
was marked as Gulf's
Exhibit Number Two for
identification.)

| A Referring to Exhibit Number Two, this well was completed

depth of this well is 9703, the elevation is 4063 feet. This well

' the Pennsylvania zone in the interval 9670 to 9703.
Q (By Mr. Kastler) That's the open hole interval?

A That is correct; the initial flowing potential on this

' well on completion was at the rate of 65 barrels of oil per hour an

'no water. The Allison-Penn oil is sweet crude and has an API
gravity of 46 degrees.

Q Let me interrupt you; has Gulf performed any subsequent

| teats to the initial potential?

A Yes, they have; the latest official GOR test taken on

‘March the 24th, 1960, the well flowed at the rate of 190 BOFD, no

' water, GOR of 616 on a 24/6lk-inch choke, tied in pressure, 125 pounds,

casing pressure 125; latest production test ending September 2nd,

;inch choke, tubing pressure of 300 pounds and a GOR of 1826.

1 Q This is therefore at the present time a flowing top
allowable well, is that correct?

; A That's correct.

| MR. UTZ: You are talking about the Pennsylvania now?

‘as an Allison-Penn oil producer in--on November 15, 1954, The tota

has T-inch OD casing set at 9670 feet, with production obtained froh

|
i

11960, the well flowed at the rate of 178 BOPD, 16 BWPD on a 16/6k-

o e
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A That's right.

Q (By Mr. Kastler) Referring now to Exhibit Number Two,
are there any other productive zones that might be shown and indicated
on this log?

A Yes, on the DST conducted on completion of this well, the

DST, an interval of--let's see, interval of 8911 to 9028 feet, showed

the zone to be oil productive ~--
Q In what productive zone?

A This is shown to be in the Abo zone, which is just above

'the Wolfcamp as shown in Exhibit Number Two. The top of the Wolfcamp
‘18 shown to be 8995 feet, so this would be putting the zone
éimnediately at the top of the Wolfcamp, so it would be the Abo.

, Q There's a commonly understood pick of the top of the

§WO1fcamp, is that correct?
|
i A That 18 correct.
|

; Q Proceed; has this Abo productive zone been perforated and

Efurther tested?

A Yes, 1t has; in view of the fact that the Abo was shown
}to be productive, the zonewas evaluated during the time interval
of July 15, 1960 to July 31, 1960. The Abo zone was perforated

with four one-half inch jet holes per foot from 8970 to 8990 |

following acid treatment consisting of 1500 gallons in two separate
fstages,and following a 22% hour shutin, the well flowed at the rate
"of 384 BOPD and 43 BWPD on a 32/6l4-inch choke with an approximate

GOF. of 470. This well was shut in to take the test because it wou%d

e
Gy

N
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"not Kick ofT while Swabbing. The Abo 011 produced Irom this

. interval has a gravity of 39 degrees API and a sweet crude; the

" Abo zone was blanked off and the Penn zone returned to production
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. on July the 30th, 1960.

! Q It is indlcated, however, that this Abo producing zone

wi.l necessitate a pump, is that correct?

!completion is completed.

Ipump in the event the Abo zone needs a pump.

a provision for placing the zone on pump.

i

|

‘a hydraulic pump, as will be further shown in this case?

fluid.

Epos'.ed mechanical installation for the dual completion?

long enough to determine exactly whether the well would flow

macde in the alternative, to allow the installation of a hydraulic

A That 1s correct; our first attempt would be to flow the

Abo zone if 1t will flow continuously; 1if it will not flow, we have

i Q Is there any possibility you might need a pump other than
A There are other ways we could 1lift the well other than

route and would also allow the production of the greatest volume of

& Now, Mr. Korzekwa, have you prepared for introduction as

Exhibit Number Three in this case a schematic drawing of the pro-

A We feel that it probably will; we could not test the zone

continuously or not. That will have to be determ.ed when the dualé

l
|

Q Does Gulf therefore wish that the application be somewhat;

hycraulic, but we feel that the hydraulic would be the most economical

\
i
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A "Yes, I have.

|
| Q Would you please refer to Exhibit Number Three and give

' the proposed completion data?

(Thereupon, the document
was marked as Gulf's
Exhibit Number Three for
identification.)

A Referring to Exhibit Number Three, the 13 3/8-inch OD

| casing is set at 375 feet with cement circulated to the surface;

i
P

9 5/8-inch OD casing 1s set at 4208 feet, with cement circulated

to the surface. The 7T-inch 0D casing is set at 9670 and cemented

Ewith a total of 1653 sacks, with the top of the cement at 4015 feet

EReferring to the Penn zone on this drawing, there's a Baker Model

iDA Packer set at 9655 feet, and the Penn oil is conducted to the

|
|

surface through 2 3/8 OD Hydril tubing.

E Q Is that Hydril tubing?

: A Yes, it is.

E Q All right, proceed.

E A Going from the bottom of the string, 2-inch string from
%the Penn zone, there's a 2-inch Garrett type BC circulating valve
;at 9687 feet, a 2-inch BMW seating nipple at 9655 feet, a Baker
éModel C-3 Receptacle seal assembly at 9651 feet, and tubing to
%surface. One other thing I might polint out isthat this Hydrlil CS
?tubing will only be taken down to 8700 feet, from that point down

iit would be standard 2 3/8-inch upset tubing.
|

Q Mr. Korzekwa, is the Penn zone, Allison-Penn zone in thiq
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‘well capable ol further completion if 1¥ should ever become

necessary as & pumping well?
i

| A Yes, it i8; there's different ways that this could be

‘done, we could put in the Penn zone a pump, & conventional rod
%puum, or by putting another hydraulie pump at a later date if
Enecessary.

Q Will you now proceed and indicate your proposed dual
‘installation insofar as the Abo production is concerned?

i
|
|
i

A Continuing with this Exhibit Number Three, the Abo
Model K Packer will be set at the approximate depth of 8700 feet,

to be set at approximately 700 feet--8700 feet, correction, and

swaged down to 2 3/8-inch OD at the packer. The tubing string wi

'also have a 2 1/2 inch bottomhole assembly in the bottom of the

Sstring; as previously pointed out, an attempt will initially be mad?

jto flow the Abo zone if the well is strong enough to flow, and in
‘the event the zone is not strong enough to flow, a 2 1/2-inch
%free casing type hydraulicpump will be used to 1lift the Abo pro-
zduction.

1 Q Now, if the Abo zone is capable of flowing, that pro-

1duction then will be had through the tubing, 18 that correct?

A That 18 correct, the tubing, the production will enter
'through the top packer and up the 2 1/2-inch string of tubing; in
|

4
.the event that we put it on pump, the power oil will be conducted

o)

perforations are in the interval 8970 to 8990, a Baker Retreivable

the tubing string on the Abo side will be 2 7/8-inch OD Hydril CS

i
|
I
|
i

11

|
|
|
|
i

|
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down the 2 1/2-inch string of tubing, and the spent power oll and
jproduced fluid will be conducted to the surface through the |

itubing casing, annulus, E
| 1
Q what is the pressure differential between the Model K :

'Packer differentiating the Abo zone and the Allison-Penn zone? é

|
s A The latest bottomhole pressure test conducted ln the Allisﬁ?n-
%Penn zone was on January 12, 1959; a 73-hour shut-in pressure from [
?an Abo datum of minus 5600 feet was 2343 pounds. The estimated |
‘current bottomhole pressure is in the range of 2000 to 2100 pounds.
‘The only avatilable bottomhole pressure data on the Abo zone that's

known is the original DST, a 15-minute bulldup pressure DST showed

'a 2900 pound bottomhole pressure. Adding the pressure of the Abo
zone to the top of the Baker Model DA Packer gives an estimated 1
“ ;
‘pressure on top of the Model DA Packer of 3200, or slightly higher,

gand a pressure under the packer from 2000 to 2100 pounds, so a

¥

l
‘differential of approximately 1200 pounds across the packer is 1ndi

Q Have the Baker Model DA Packers successfully proven in

'the field?

A Yes, it has; due to numerous installations performed by

lour company, it has proven to be a very effective tool for sealing !
off production between two zones.

1 Q In your opinion, will this packer as it is proposed on
[
|

this completion insure positive separation between the two pays?

A Yes, it will,
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o Q And does Gulf propose to make whatever tests might be

] ]
t

inecessary or required by the 011 Conservation Commission of New
|
| Mexico?

A Yes, it will,

|
f Q Will you please state the relative savings accomplished
|
}

by dually completing the well?

} A The estimated co8t of dually completing the well in the
|

' two zones and to equip the Abo zone to pump 1s approximately

i$32,ooo.oo; the estimated cost of drilling and completing a separate

'Abo well and equipping it to pump is $170,000.00; therefore, the |

|
' estimated net savings is $138,000.00.

Q In your opinion, would the granting of this application,
' insofar as it concerns dually completing these two zZones, prevent
}waste?
§ A Yes, it will,
| Q How would that be accomplished?

A This dual completion design is performed in such a manner
;that both zones, both the Allison-Penn and the Abo zones can be

 efficiently produced both by flowing and by artificial 1lift.

Q Is it likely that Gulf or any other prudent operator
would in these circumstances drill a second well into the Abo zone?
A In view of the limited size of the Abo pay in this pool
and the appreciable water, it is very doubtful if an additional

well could be drilled economically for production of the Abo oil

Jpnly.
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r Q Were Exhiblts One, Two and Three prepared by you or at
|
ryour direction and under your supervision?

: A Yes, they have.

MR. KASTLER: This concludes the questions on direct

@testimony of this witness.

MR. UTZ: What type crude is the Pennsylvania?

|
|
; A It's & sweet crude?

MR. KASTIER: Sweet.

MR, UTZ: Any other questions of the witness? If there

?

'are no further questions, the witness may be excused.
(Witness excused.)

1
] MR. KASTLER: I would like to call Mr. Lonnie C. Smith
|to the stand at this time.

LONNIE C. SMITH

%a witness, called by and on behalf of the Applicant, having first

'been duly sworn, was examined and testified as follows:

DIRECT EXAMINATION

i Q wWill you please state your name, by whom you are employed
ia.nd your present position and where you are employed?

A "My name 1is Lonnie C. Smith, I am employed by the Gulf
0il Corporation at the Hobbs area office.

Q Have you previously appeared before the New Mexico 0Oil

Conservation Commisslion and testifled as an expert petroleunm

»gpgineer?
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A Yes, sir. i

|
J
i

Q Are you familiar with Gulf's Federal-Mills Lease and
‘the application to commingle oll produced from two separate pools

and to install an automatic tank battery?

A Yes, sir.

|
|
|
|

% MR, UTZ: Yes sir, they have been accepted as an engineerﬁng

lwitness.

Q (By Mr. Kastler) Have you prepared for intreduction here
:as Exhibit Number Four a schematic diagram to show the proposed
:method of commingling?

A Yes, sir.

(Thereupon, the document
_ was marked as Gulf's
1 Exhibit Number PFour for

- identification.)

| Q  (By Mr. Kastler) Referring to Exhibit Four then, will
!
Jyou please trmece the direction of flow of oil from each producing
zone and the proposed direction?

A Beginning at the upper right hand corner, the flow lines
|
from the two Allison-Penn wells come into a menual header arrange- |
ment whereby the production can go on into the Allison-Penn pressur
}heater treater, or any one well can be manually swltched inteo the

i test separator. I might say at this point that tests are completel

f manual on this whole system as they are presently conducted.

i
| Following the flow diagram through production for the Allison-Penn,

- ,.v;__‘______,\,_\.j

MR, KASTIER: Are this witness' qualifications aeceptableh

¥
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‘we Will come Through a leagse shut-in valve, both wells Jjoln at

“this point, this is the power oil and the production oil, and going

|
5to the pressure heater treater where the gas is separated and goes

ito the gas sales --

Q I would like to interrupt and clear up a point. The
'Allison-Penn Number 1 Well is a flowing well, we have heard from \
; 1

|
Mr. Korzekwat*s testimony; 1s Well Number 2 a flowing or pumping welh?

|

A Well Number 2 is a flowing--I mean a pumping well.
Q And that's pumped by hydraulic pumping equipment?

! A Hydraulic pumping equipment at the present time.
|
|
|

Q All right, proceed. Oh, one more question: Are Well

Number 1 and Well Number 2 both top allowable wells?

f A Well Number 2 is slightly below top, they are both very

‘near, Well Number 1 is flowing and Well Number 2 is slightly below.

| Q  All right, proceed now through the Allison-Penn pressure

'heater treater, from there.

|
: A From the Allison-Penn pressure heater treater, the gas

b
'

then joins the gas sales, the water 1s separated and joine the

iwaste water disposal system, and the oil is separated and goes

ithrough a dump meter, where both the power oil, it's all together

\
!still, the power oil and the production oil. The power oil is
l

Emetered by the dump meter and continues on into the power oil tank
|

'at this point before the oil can go over into the surge tank. A

recontinuous circulating BS & W Monitor checks the oil and monitors

|
|

"1t to see if it's clean enough to meet the requirements to go

&
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into the surge tank. If excessive BS & W is indicated, the automatic

i

jwhich will shut in the lease valve for shutting in the two wells.

iNow, if the oil is good, 1t will continue into the surge tank, and

diverter valve between the two tanks diverts the bad oll into the

test and bad oil tank on the extreme left of the page, and tlk oll

i

will continue to fill up in that tank until a high level is reached,

iby means of control of the Varec. fluid level control will actuate ;

i
|
|
!
|

1‘co the pipeline automatically.

:1nto the test separator, any one, elther one of thewlls could be
:switched down coming to the test separator, and from the test

Eseparator, the gas would be separated and join in the gas sales, the
%produced fluid would continue to go to the extreme end of the page

into the test and bad oil tank.

what happens to the oil and water in the H-500 test and bad oil tank?

by the pumper -in -this tank. Starting with the --

'the pipeline PD meter pump. The fluid would build up, fill up the

H-500 barrel surge tank and then empty out through the PD meter, run

Q Automatically transfer it?
A Yes; we might go back to the header at the upper right

hand part of the page, and taking a well on test, manually switched

Q By produced fluid, you mean both water and o0il?

A Both power oil and produced water and oill.

Q All right.

A And the fluid would be measured manually manually gauged

Q One question here: After this fluid is manually gauged,

s
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TR ATter the test 1s manually gauged, It 15 mEnually pumped

|
]over by means of the circulating pump and is routed back upstream

?of the Allison-Penn heater treater. It Jjoins it just downstream
!of the least shut-in valve, upstream of the Allison-Penn here and
fsthus this oil is put back with the regular production and metered
}through the dump meter. We have an additional feature which I might
;point out here. ' Right here in the surge tank, we have an automatic
;diverter valve which allows automatic circulation of the tank bottom
{on this tank. This is a requirement of the pipeline, which will
fprevent any bad oil from being in this tank, and thus being able
gto be prevented from being sent through the plpeline or sold to the
}pipeline.

Q If you have tested --

A This automatic valve will work on & timing arrangement
 with the cireculating pump, and when the pumper 18 gone, he switches

the manual valves downstream of the circulating pump so that the

tautomatic circulated tank bottom will join the produced stream

downstream from the dump meter. It goes Just downstream of the

fcirculating pump, it goes up on the page and joins the produced

istrea.m just downstream of the dump meter, thus preventing remeasure-
ment of this oil or any circulated fluid,

Q If your test of Jell Number 2 is made and you pass both
épower oil and produced oil into the test tank, how do you separate'

Ethe power oll to make your test an accurate test?

A Well, the power oil in all cases depends on the dump ‘
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‘meter reading and the power oil PD meter reading, which we have

not reached yet, with the PD meter on each power oll stream going
|

b

'to each well. We might go into that right now.

|
! Q All right, would you, please?

A We have a line coming out of the bottom of the power oil
Etank, which is the supply, power oil supply line to the triplex

/pump, and on the triplex pump, we have a normal automatlc pop-off,

M)

?pressure pop-off valve, which lets it by-pass should something occui

'to increase the supply to a dangerous point, and beyond that the
|

'power oll is split into two positions by means of two manual chokes)
i

and it goes through an sutomatic by-pass valve on each stream and

|

Ethrough a high pressure PD meter and through a test header arrange-

fment and to eaech individual well,

; Q Do I-understand that if you were testing Well Number 2,
iAllison-Penn Well Number 2, measuring both the power oil and the
iproduction 0il, that you would have a positive subtraction figure
%of the power oil injected during the period of the test?

l A Yes sir, we will, because we have the direct PD meter
ireading of the 'power oil for that one side ofthe well, which can
ibe subtracted off the power o0ill, the total power oil and production,
iproduced oll in the tank, measured in the tank on the test.
!

Q All right.

i A And this is the way that is normally handled in a con-

iventional tankbattery with a hydraulic setup.

Q Very well.
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A If we take the--we might go through the Abo production

|
‘8stream right now. The flow line coming from the Abo well comes !

:through a lease shut-in valve and into a pressure heater treater

1

'Wwhere the gas goes to gas sales and the water 18 separated and Joins

the water, waste water system, and the oil 18 separately metered ’
1

with the dump meter and both power oll and produced oil is metered

Eby the dump meter and then goes to the left, extreme left through

it and Joins in the by-pass line and goes up to the top of the page

!
|
|
|
iand Joins the Allison-Penn production just before entering the powe$
|
oil tank. I might say that on the waste water line here, we'll !

'install, plan to install a small inexpensive PD meter, this is just

5one well here, involved here, and if we have a means of measuring

the water, we will have a continuous test on this well of both oil

and water, so that by installing an additional water meter, that

%would alleviate controlling manual tests on this well,

| Q So therefore, the test separator shown in Exhibit Number

Four is for the purpose of testing the Allison-Penn production only?
A Mainly, but we will hook it up so that we can put the
Abo well through a manual test also.

T Q I see.

A Both of the heater treaters have high level floats, and
| ;
‘ |
isince we propose to0 use Jjust one triplex pump, should something ?
1happen to the preduction stream in elther zone, the safety dump

imeter fails and stops dumping, and we've got a high level float

gp the Allison-Penn heater treater to prevent shutting down the

-
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“triplex and losing the production from both zones., We propose to
‘by-pass with the automatic by-pass valve the production from the
Ewell, the flow stream, which has been stopped -~
Q That 18, you by-pass the power oil from further 1nJectioné
into that pumping activity? ;
A Yes, and the other well, however, would continue to i
‘produce, but 1t-would cause continuous circulation of the power oil

}
in that one well; and the triplex pump is also driven by a gas- {

' powered engine,-&nd we plan--should anything happen to shut, or

we need to shut down both zones, both the Alllison-Penn and the Abo
! |
'production, then the triplex will not shut down in that case, either,

'but both valves will divert and by-pass all of the power oil and we]

|
1 Q The triplex is just turned on and off by the pumper?

'Wlll have Jjust a circulating oil. : ‘
|

A That's right; the pumper, by the way, will visit this
| lease each day because of other production in the near area.
| Q Well, as you have outlined it here then, Gulf would be
capable of making tests on any of the wells in this system, is that
correct?

A Yes; sir,

Q And do all vessels have fail safe features?

A Yes, 8ir; as I have outlined, the high level floats are
- installed in the heater treaters, the test separator does not have

ia fail safe device because it's a manual test, any test that 1t is

1

ibeing used for the pumper will be on hand, the bad oil test and bad

-
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“011 tank has a high Ievel Tloat which will actuate the lease

l
Iwhich will have probably two high levels, one high level and one

|
|
H
i
|

shut-in valves, and the surge tank has a Varec. fluid level control)
‘extreme high level shut-in character which will actuate the lease

' shut=-1in valve, and the lease shut-in valve, of course, is fail safe|,

i
i
|
|
|
i

'if the electrieity fails, they will shut in the lease. |

Q Have both dump meters, on both the Allison-Penn and the

|
|

|
|Abo system been tested for accuracy at periodic intervals? f
| l

A Yes sir, as I have shown here, both the dump meter and the

| two power oil PD meters may be routed into the test and bad oil

| |

|

| 1

:
|

{tank for testing or proofing these meters, maintaining their

t
i

L accuracy.

! 3
{ Q Continuing out of the surge tank toward the pipeline, I |
|

. notice you have a 10~barrel calibration vessel shown on PD meter

! ;
{run; is this for the purpose of testing any of the meters shown on

| Exhibit Number Four? |
A No sir, it's only for testing the plpeline PD meter, and

. this can be best shown on therext exhibit, Exhibit Number Five. i

| (Thereupon, the document
N was marked as Gulf's

; Exhibit Number Five for i

5 REREEE identification.)

Q (By Mr. Kastler) Very well; would you now go to Exhibit
,i
| Number Five, please? Would you lidentify Exhibit Number Five as a

~flow diagram showing the proposed lease automatic custody transfer
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A Yes, sir.

Q Is this lease automatic custody transfer system similar
to other such systems previously approved for Gulf by the New Mexica
D1l Conservation-Commission?

A Yes, sir,

i Q Would you briefly trace the direction of flow and the

installation features of this?
A The direction of flow is from the surge tank at the upper

heft hand corner-of the page down through the strainer and in thmgh

' |

the pump, the pipeline pump which 18 actuated by the Varec. fluid |

level control in the surge tank, and through an air eliminator,

i
fthrough a PD meter, and then at this point a proportioning type
Eampler is operr through a back pressure valve arda shut-in valve,

Pnd then theret's provislion there for routing to and from the ten-

!
barrel prover vessel. I might say that the ten-barrel prover vessel

18 a requirement of the pipeline involved here, and so we have shown

git a8 a permanent installation.

Q Mr. Smith, since Gulf has to conduct, maintain well tests |
on these wells, why is the LACT proposed?

| A Well, - 1¢'s strictly a matter of the economics and of the
equipment involved. Since we have an additional well, the Abo

;
i
1
{
|
i
¢
|
|

iwell, and a new well in a new pool in this area, it would require
1

|
1
! |
la. separate tank battery, which at a minimum would be very expensive,

iFor instance, since we anticipate pumping hydraulically, we would

|
| |
have to set at least another power oil tank and another triplex E
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Yo pump separately Defore we could commingle in the surge tank,
from that point on, but by utilizing the same triplex to pump both %

i

twells, we have gained a great economic advantage in equipment and -
Q What would your savings be, approximately?
A In the neighborhood of $12,000.00, I think, but for the

same money involved, we can install the LACT and at the same time

1

1salvage one 500-barrel tank which is now on battery. Anyway, we

J

'would have an sdditional heater treater and the present tanks as

[shown plus one other H-500 barrel tank and the Allison-Penn heater
|

treater and the separators that are already there. We would still

|
|
|
'have to add the addlitional heater treater and the piping arrange-

iments with thelr respective meters.

Q Who is the pipeline purchaser?

A Magnolia Pipeline,

l :
; Q Has Magnolia glven consent to the proposed installation?

{ f
| A I'm sorry, Magnolia Pipeline 1s the transporter; the ;
Epipeline purchaser 1s MacWood Corporation, I think it is, |

Q Has the purchaser given its approval to the installation?

A Yes sir, both the purchaser and the pipeline have given }
|

| their approval to the irs tallation.

!

Q As I understand i1t, your procedure is to commingle pro-

{duction from two pay zoneg, and both of them contain top allowable

i
1
iwells, is that correct? !
!
| A Yes, sir. [

Q Or a top allowable well; is there going to be separate
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I

/production will be effectively metered?

| A Yes 8ir, we will have exact metering due to the--on the
fAllison-Penn, we have a flowing well plus a pumping well. The
jpumping well will have its total production, and the two wells plus
%the pumping well will be metered through the dump meter and the
fpower 0il will be-metered through a PD meter, and the difference
'will be the total production from these zones.

Q And further--of course, in discussing this, I suppose it's
iappropriate to refer back to Exhlibit Number Four briefly, the two
;meters that you have installed for metering the production from the
;relative pays, the respective pays, are dump meters. Now, will i
these meters be accurate, in view of the fact that you are injecting
‘powerdil for the purpose of pumping hydraulic -- 1

|
1 A Yes s8ir, it will not affect them in any way.
1

Q How will the injected pump oil be separated from the !

| produced 0il?

A The power oil and the produced oil 1s essentially the
same; of course, you are using the produced oil as power oil, that
is what is being done at the present time, but of course after this
takes on this proposed installation, the power oil will then be

commingled with thhe produced oil and the essential separation is in

' the metering of the volumes from each one, and of course your poweﬂ

|
ioil has a much higher point and does not enter into the surge tankJ

|

Q So I understand that the amount of power oil injected !
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into each pay zone wlill be metered by PD mater?

A

Q

ioil will be subtracted from the meter reading in the dump meter?

A

oil?

A

Q

Eyour allowable by measuring and regulating that amount of produced

A

?that this 18 presently done in all hydraulic installations where
?more than one well 18 involved; you must meter the power oil to

'that one well to find out exactly what that well is making.

Yes, sir.

And the reading on that PD meter as to the amount of

Yes, sir.,
So that the power o0ll is entirely recovered?
Yes, sir.

And the amount of 0il over the power o0il will be produced

Yes, sir.

And you'll be able to prevent against producing more than

|

Yes 8ir, and this is essentlally and exactly the same way

And this is then subtracted --

Subtracted from the total preoduction in the tank. j

Have all offset operators been notified of this appli-

Yes, sir.,
Is there any diversity of royalty ownership?

No, sir.

who is the royalty owner?
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|
|owner is the--well, the Federal Government, and it's the Las Cruces
|

;067771-A Lease.

|

i

Q That!'s your Federal --

A That 18 the royalty designation of the Federal.

Q And the USGS has supervision of that production; has the

iroyalty owner consented?

A Yes 8ir, I have a letter I submlit as Exhibit Number Six

|

from the USGS.
(Thereupon, the document
was marked as Gulf's
Exhibit Number Six for
identification.)

Q (By Mr. Kastler) You have a copy of the letter, you say?

A Yes sir, a copy of the letter; I submit that as Exhibit
jSix, and I have the original letter here for the Examinert's veri-
‘fication.

Q Mr. Smith, in your opinion will this application for
~commingling and TACT result in the prevention of economic waste?

A Yes, sir.

Q Were Exhibits Four and Flve prepared by you or at your
‘direction and under your supervision?

A Yes, sir.
/ Q Is Exhibit Six a true copy of the letter received from
;the USGS pertaining to this case?

A Yes, sir.

a A The royalty owner, 1t's a Federal lease, and the royalty

!
\
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MR. KASTLER: That concludes my questions, direct testimo@y
of this witness, and I would like at this time to move for the
.introduction of Exhibits One, Two, Three, Four, Five and Six.

: MR, UTZ: Without objection, the exhibits will be entered

éinto the record,

|
|
Are there questions of the witness? If not, the witness may

'be excused.
(Witness excused.)

MR. UTZ: Other statements in this case? If there are none,

?the case wlll be taken under advisement.

i
i
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iSanta Fe, State of New Mexico, do hereby certify that the fore-

 going and a&tached Transcript of Proceedings was reported by me in

Stenotype and reduced to typewritten transcript by me, and that

i
b
i
|
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