
1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

STATE OF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 
STATE LAND OFFICE BLDG. 
SANTA FE, NEW MEXICO 

<9 January 19 86 

EXAMINER HEARING 

IN THE MATTER OF: 

A p p l i c a t i o n of Enersource, I n c . , f o r CASE 
an o i l t r e a t i n g p l a n t permit, Lea 8797 
County, New Mexico. 

BEFORE: David Catanach, Examiner 

TRANSCRIPT OF HEARING 

A P P E A R A N C E S 

For the D i v i s i o n : J e f f Taylor 
Attorney a t Law 
Legal Counsel t o the D i v i s i o n 
State Land O f f i c e Bldg. 
Santa Fe, New Mexico 87501 

For the A p p l i c a n t : 

For Petroleum Producers 
and O i l Producers: 

E. Warren Goss 
Attorney a t Law 
GOSS & HALE 
P. O. Box 11355 
Lubbock, Texas 79408 

Peter N. Ives 
Attorney a t Law 
CAMPBELL & BLACK P. A. 
P. O. Box 2208 
Santa Fe, New Mexico 87501 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

2 

I N D E X 

STATEMENT BY MR. GOSS 4 

STATEMENT BY MR. MIKE PEARSON 6 

Questions by Mr. Ives 12 

Questions by Mr. Catanach 14 

Questions by Mr. Ives 19 

E X H I B I T S 

E x h i b i t A, Diagram 

E x h i b i t B, Location P l a t 

E x h i b i t C, Diagram 

7 

10 

11 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

3 

MR. CATANACH: We'll c a l l next 

Case 8797. 

MR. TAYLOR: The a p p l i c a t i o n of 

Enersource, Incorporated, f o r an o i l t r e a t i n g plant, permit, 

Lea County, New Mexico. 

MR. GOSS: May i t please the 

Commission, I'm Warren Goss. I represent Enersource:. 

I'm associated w i t h Mr. Bob 

Love out of Hobbs. 

We would ask t h a t the Commis­

sion consider the a p p l i c a t i o n as evidence i n t h i s cause and 

t h a t the a p p l i c a t i o n w i t h attendant e x h i b i t s be accepted as 

an e x h i b i t and we have w i t h us today two witnesses t h a t 

would ask t o be sworn, Mr. Pearson and Mr. Payne. 

MR. CATANACH: Are there any 

other appearances i n t h i s matter? 

MR. IVES: Peter Ives, w i t h 

Campbell and Black, appearing on behalf of Petroleum 

Processing, Incorporated, and O i l Processing, Incorporated. 

I have no witnesses but. I have 

a few questions f o r the witnesses f o r Enersource. 

MR. GOSS: I f we may be: allowed 

an opening statement. 

MR. TAYLOR: W i l l a l l witnesses 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

4 

please stand and be sworn at t h i s time? 

(Witnesses sworn.) 

MR. GOSS: Enersource caused 

t h i s a p p l i c a t i o n to be f i l e d pursuant t o the Commission 

r u l e s w i t h the attendant explanation of operations t h a t w i l l 

be performed. 

The l o c a t i o n of the proposed 

t r e a t i n g p l a n t i s about two miles southwest of Monument, New 

Mexico. We have a s p e c i f i c l e g a l d e s c r i p t i o n i n our a p p l i ­

c a t i o n . 

The operation of the p l a n t wa s 

heret o f o r e performed under the name of Famariss Refinery, 

which f o r a number of years operated at the same s p e c i f i c 

l o c a t i o n . 

That l o c a t i o n was then pur­

chased by Southern Union and was operated by Southern Union 

f o r a number of years. 

I t was t h e r e a f t e r abandoned and 

posed what Enersource saw as a tremendous resource and was 

purchased by Enersource t o be r e a c t i v a t e d as a t r e a t i n g 

f a c i 1 i t y . 

The t o t a l area i s approximately 

ten acres w i t h roughly 50,000 b a r r e l s of storage. 
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The raw storage f a c i l i t y encom­

passes approximately 40,000 b a r r e l s and the sales storage 

area i s approximately 10,000 b a r r e l s . 

These are separated by the heat 

treatment f a c i l i t y , which l i e s i n the middle of the two 

areas, by at l e a s t 100 yards on each side. 

The area has been designated 

e x c l u s i v e l y t o r e f i n i n g use i n the past. The El Paso 

Natural Gas r e f i n i n g f a c i l i t y i s approximately a quarter 

mile away and i s the nearest a c t i v i t y . 

We w i l l operate the f a c i l i t y on 

a 24-hour day schedule, i f approved by the Commission. I t 

w i l l be manned 24 hours a day. There w i l l be al!_ appro­

p r i a t e s a f e t y precautions taken t o p r o t e c t the environment 

and to protect, the i n d i v i d u a l s t h a t w i l l be employed. 

There w i l l be no f r e e release 

of any type of gas i n t o the environment. There w i l l be 

a l l s o l i d s w i l l be disposed of a t a p p r o p r i a t e l y c l a s s i f i e d 

f a c i l i t i e s . The water t h a t i s produced i s -- we have an 

agreement w i t h Rice Engineering t o enter a p i p e l i n e which i s 

immediately adjacent t o the f a c i l i t y . 

The f a c i l i t y w i l l i n c o r p o r a t e 

probably a dozen new jobs f o r the l o c a l economy. We have 

already secured c o n t r a c t s t h a t w i l l guarantee a minimum of 

10,000 b a r r e l s per month and any economic c o n s i d e r a t i o n t h a t 
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can be manifest would have t o be i n the favor of Enersource. 

I ' l l close w i t h t h a t and r e f e r 

any engineering questions t o Mr. Pearson, who i s our Chief 

Engineer; any operation questions t o Mr. Payne, who's our 

General Manager. 

MR. CATANACH: Mr. Ives, do you 

have any statements a t t h i s time? 

MR. IVES: No, I don't have an 

opening. 

MR. CATANACH: You may proceed, 

Mr. Goss. 

MR. GOSS: We would ask f o r ap­

pr o v a l , then, based on our a p p l i c a t i o n . 

I would ask Mr. Pearson to sim­

pl y r e c i t e what s a f e t y requirements, as f a r as dikes, he 

fe e l s are needed at the f a c i l i t y . We have f i r e w a l l s i n 

place and I don't f e e l l i k e t h a t there's v i r t u a l l y anything 

else t h a t needs t o be done as f a r as saf e t y i s concerned. 

We do own a l l the adjacent land 

f o r ten acres and intend t o place dikes t h a t w i l l c o n t a i n 

any s p i l l . 

MR. CATANACH: Mr. Goss, can 

you have your witness go over the general c o n s t r u c t i o n of 

the p l a n t and the general operation? 

MR. GOSS: Sure. Mr. :?earson? 

MR. PEARSON: I'm Mike Pearson. 
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MR. GOSS: Do you have copies 

of the a p p l i c a t i o n we mailed i n t o the O i l Commission? I f 

you don't, I have them. 

MR. CATANACH: We do nave one. 

Do you not have other copies? 

MR. GOSS: I have more. 

MR. PEARSON: Let me describe 

how the system w i l l work, f i r s t , w i t h t h i s diagram. 

MR. GOSS: And we'd ask t h a t 

a l l of these need to be marked as e x h i b i t s . I t h i n k they 

come i n under our a p p l i c a t i o n request but l e t ' s go ahead and 

mark them and include them as e x h i b i t s . 

MR. CATANACH: Yes. 

MR. PEARSON: Does Mr. Ives 

need a copy of t h i s , too? 

MR. IVES: Yes. 

MR.PEARSON: Okay. Now t h i s 

i s not a t o scale diagram. I t ' s j u s t a diagram to e x p l a i n 

how the system works. 

We w i l l be t a k i n g o:„l from, 

skim o i l from disposals and from surrounding p i t s i n the 

neighborhood and also i n Texas and our c o n t r a c t s t h a t we 

have now are coming from p i t s and disposal systems, so i t ' s 
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a waste o i l . 

I t ' s not a p i p e l i n e q u a l i t y o i l 

and our i n t e n t i o n s are t o make i t p i p e l i n e q u a l i t y o i l by 

removing water and, you know, the BS and w content. 

The o i l w i l l f i r s t come i n t o --

i t w i l l be trucked i n t o t h i s f i r s t tank on the l e f - and i t 

w i l l have i n t e r n a l l i n e s and i t w i l l mix chemicals i n the 

tank, r o l l the o i l , and then i t w i l l be pumped from there 

i n t o the o i l storage. 

The large c a p a c i t i e s t h a t war­

ren Goss mentioned e a r l i e r are the storage tanks f o r us t o 

store a l l the o i l , and we w i l l put — each tank i s -- w i l l 

be designated f o r a c e r t a i n BS & W content. 

For instance, l i k e your best BS 

— your best o i l w i l l zero t o 10 percent BS & W content. 

Your next tanks w i l l be 11 t o 

25 percent BS & W. 

Next 26 t o 40. 

Next 41 t o 55; 55 t o 70; and 

then 70 percent and over; and then we have mud o i l , which i s 

the s o l i d s (not c l e a r l y understood.) 

And what we intend t o do i s t o 

pump the incoming o i l i n t o t h i s f i r s t tank and then desig­

nate i t t o which tank i t ' s categorized t o according t o BS & 

W. 
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I t w i l l have time t o s e t t l e out 

there from the chemicals t h a t we've added. 

Then w e ' l l move each tank, the 

o i l i n each tank from the top of the tank to the next tank 

so you're improving the BS & W content as i t ' s moving, u n t i l 

i t ends up i n the zero t o 10 percent tank, and then from 

t h a t p o i n t w e ' l l pump i t t o a f l a s h i n g tower, which here i s 

represented as a cracking tower. I t ' s a c t u a l l y a f l a s h i n g 

tower. I t w i l l be kept at 300 degrees Fahrenheit w i t h a 9-

m i l l i o n BTU heater, and i t w i l l b o i l o f f your high i n c i d e n t 

of water, and t h i s f l a s h i n g tower, or cracking -- yeah, 

f l a s h i n g tower w i l l be at a constant l e v e l a l l the time. We 

have appropriate s a f e t y precautions on i t , popoff valves, e t 

cetera. I t w i l l be operating at 25 p s i maximum, and at the 

bottom of t h i s tower w e ' l l p u l l o f f the BS & W content and 

pump i t t o the mud o i l tanks. We'll s e l l i t t o d r i l l i n g 

r i g s f o r d r i l l i n g mud and mud when they get stuck i n the 

hole.. 

The good o i l w i l l be pu 1 1 f-d r f l 1 }.... .;>•-

f e r of t h i s tank and then i n t o a condenser to cool the o i l 

and then i n t o an o i l sales tank. 

Now a l l t h i s i s s e l f - c o n t a i n e d . There i s 

nothing i s open t o the atmosphere. I t ' s complete, pressur­

i z e d , s e l f - c o n t a i n e d system. 

The condensate and water t h a t b o i l s o f f 
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through your f l a s h i n g tower, i t w i l l be pumped through a 

condenser which i n t u r n i s condensed down i n t o a l i q u i d 

s t a t e , and then pumped through a gunbarrel which w i l l separ­

ate your o i l from your high ends, I mean your water from 

your high ends, and your high ends w i l l go t o the sales tank 

to be mixed i n w i t h -- or t o a storage tank and then be 

mixed w i t h the o i l t h a t we already processed, which w i l l 

r a i s e the g r a v i t y of the o i l and then w e ' l l s e l l t h a t . 

The water w i l l be going t o a water s t o r ­

age tank and then a p i p e l i n e t o Rice Engineering, which i s 

adjacent to our property. 

I've got some more diagrams here, too. Any 

questions on t h a t so f a r ? 

MR. CATANACH: No. 

MR. PEARSON: Mr. Ives? 

MR. IVES: No. 

MR. PEARSON: Okay, I'd l i k e t o 

submit E x h i b i t B i n Case 8797, which i s a l o c a t i o n p l a t of 

the p r o p e r t i e s , and i t i s t o scale. 

Okay. This property was 

o r i g i n a l l y purchased from -- or we purchased i t from South­

ern Union Refinery. Just adjacent t o our property due nor t h 

i s Warren Petroleum Refinery. 

Adjacent t o our property t o the 

east i s El Paso Natural Gas. 
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Now, I also want t o submit E x h i b i t C, 

Case 8797, which i s a working diagram of e x i s t i n g tanks t h a t 

are s t i l l out there now. 

Okay, when Southern Union Refinery oper­

ated t h i s r e f i n e r y , they made d i e s e l o i l and kerosene and 

a l l your d i f f e r e n t by-products. That's not our i n t e n t i o n . 

A l l our i n t e n t i o n s are i s to take o i l w i t h a high BS & W 

content, mostly from skim o i l tanks, o i l s p i l l s , and things 

l i k e t h a t , which are harmful t o the environment, r e c l a i m 

these i n t o p i p e l i n e q u a l i t y o i l , and s e l l t h a t i n t o the o i l 

companiees, and then s e l l your by-products, which are your 

s o l i d s , to the d r i l l i n g companies. 

In t h i s t o - s c a l e drawing i n E x h i b i t C, 

these tanks already e x i s t out here. There i s , on the east 

side of the diagram i t shows a w a l l , concrete w a l l , going 

around — i t ' s a concrete block w a l l t h a t goes around the 

tanks on the o i l storage s i d e . 

The heater i t s e l f w i l l be located r i g h t 

i n the center, which i s approximately 500 f e e t from your i n ­

coming storage tanks and approximately 300 f e e t from your 

o i l sales tanks, so t h a t we're keeping heat away from any of 

the o i l storage f o r sa f e t y purposes. This diagram i l l u s ­

t r a t e s the flow c h a r a c t e r i s t i c s of the Enersource, t h a t 

Enersource intends t o put t o -- t o u t i l i z e t o make the sys­

tem operate. 
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I t using the e x i s t i n g tanks t h a t were a l ­

ready there when Southern Union Refinery was i n op e r a t i o n , 

and t h a t ' s i t . 

MR. CATANACH: Mr. Ives, do 

you have questions? 

MR. IVES: Just a couple of 

questions. 

You t e s t i f i e d t h a t Southern 

Union made d i e s e l o i ] and I f o r g e t what else a t t h i s 

f a c i l i t y p r e v i o u s l y . 

Do you know what t h a t was, the 

other product? 

MR. PEARSON: I t h i n k they made 

d i e s e l , naphtha, kerosene, f l i g h t f u e l , and t o my knowledge, 

th a t ' s a l l . There may be more. 

MR. IVES: Have you made any 

safe t y design changes t o any of the equipment on the s i t e i n 

connectin w i t h your use of the f a c i l i t y t h a t would be r e ­

quired by the products which you are producing as opposed to 

those Southern Union was producing? 

MR. PEARSON: Well, the pro­

ducts t h a t we're producing are less flammable than they pro­

duced . 

See, what Union o i l •-- I mean 

what Union Refinery produced was h i g h l y flammable m a t e r i a l , 
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such as, oh, your ga s o l i n e , f l i g h t f u e l s . We won 1_ be pro­

ducing t h a t . Our i n t e n t i o n i s t o r e f i n e the o i l , t o break 

i t down i n t o d i f f e r e n t components, i s s t r i c t l y t o take an 

o i l t h a t has a large contaminant amount i n i t and change i t 

to an o i l w i t h less i m p u r i t i e s , but i t ' s not a c t u a l l y break­

ing i t down t o the p o i n t t o where you have your d i f f e r e n t 

by-products. 

MR. IVES: And t h i s design of 

the p l a n t s a f e t y features there now are, i n our e s t i m a t i o n , 

adequate f o r doing t h a t . 

MR. PEARSON: Yes. They're 

adequate to doing t h a t purpose. I f e e l l i k e the safety 

features are equal to what Southern Union Refinery had and 

they i n t u r n went a step f u r t h e r t o r e f i n e by-products, 

which we won't, which were more flammable. 

MR. IVES: So you haven't made 

any a c t u a l changes t o the various items of equipment on s i t e 

i n connection w i t h processing f o r a d i f f e r e n t purpose. 

MR. PEARSON: The only -- we 

haven't done any ac t u a l changing from t h a t standpoint. We 

have moved some tanks, the tanks t h a t are 1000 b a r r e l s or 

less , we have moved, but, of course, tanks t h a t are l a r g e r , 

your 10,000 or 5,000 b a r r e l tanks, you can't move those. 

They're too b i g . I t ' s impossible t o move them withDut t e a r ­

ing them up. 
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MR. IVES: Those are a l l the 

questions I have. 

MR. CATANACH: Mr. Pearson, the 

capacity of your system i s what? 

MR. PEARSON: The maximum capa­

c i t y would be l i m i t e d by your heat i n v o l v e d . Our heater i s 

b u i l t f o r 9 - m i l l i o n BTUs, which i n t u r n should be able t o 

produce 5 000 b a r r e l s a day. 

Our i n t e n t i o n s are t o operate 

i t a t 1000 b a r r e l s a day. As f a r as, back to the s a f e t y 

t h i n g , again, when we get i n operation w e ' l l probably be 

running 24 hours a day, which means y o u ' l l have somebody 

there a l l the time and i n my opinion t h a t makes a safer 

place when you do have someone — a manned system a l l the 

time. 

But maximum capacity i s 5000 

b a r r e l s a day of net crude, p i p e l i n e q u a l i t y crude, and 

we're shooting f o r an average of 1000 t o s t a r t up. 

MR. CATANACH: 10 00 b a r r e l s a 

day. 

MR. PEARSON: Yes, s i r . And we 

-- we have c o n t r a c t s , most of them coming out of Texas, 

which b r i n g i n o i l from Texas t o New Mexico t o be pro c e s s e d . 

MR. CATANACH: I understand 

there w i l l not be any p i t s on the l o c a t i o n . 
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MR. PEARSON: No, s i r , there 

won't be. 

MR. CATANACH: So a l l your 

storage and sales f a c i l i t y w i l l be i n tanks. 

MR. PEARSON: Yes, s i r . 

MR. CATANACH: The water t h a t 

you produce w i l l be disposed of thorough Rice Engineering? 

MR. PEARSON: Through Rice En­

gin e e r i n g P i p e l i n e . We have a l e t t e r s t a t i n g t h a t they w i l l 

take our, you know, our water. 

MR. CATANACH: Does Rice Engin­

eering have a disposal w e l l ? 

MR. PEARSON: Yes, Rice Engin­

e e r i n g , t h a t ' s a l l Rice Engineering does do. They have 

p i p e l i n e s t o go t o o i l w e l l s and f a c i l i t i e s l i k e what we're 

i n t e n d i n g to put i n t o disposal w e l l s . 

The o r i g i n a l p l a n t t h a t was 

here, Southern Refinery, they also disposed w i t h Rice Engin­

eering . 

MR. CATANACH: And does he have 

— does Rice Engineering have the capacity t o dispose of 

s u f f i c i e n t waters? 

MR. PEARSON: Yes, s i r . 

MR. CATANACH: The s o l i d s and 

the sludge and s o l i d s t h a t you produce w i l l be disposed of 
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how? 

MR. PEARSON: Okay. The bulk 

of the s o l i d s and sludge, which are high BS & W content and 

p a r a f f i n , we w i l l be s e l l i n g to d r i l l i n g companies f o r a 

d r i l l i n g mud whenever they're stuck i n the holes or they 

want t o set casing, and you can c i r c u l a t e t h i s , which t o us 

i s , a c t u a l l y , our t r a s h when we're through, but we can s e l l 

i t t o them at a p r e t t y low p r i c e and they can c i r c u l a t e i t 

in the hole and then they can set casing w i t h o u t danger of 

g e t t i n g t h e i r casing stuck, and we intend t o do t h a t . 

I f there's an excess of the 

so l i d s or i f the s o l i d content i s too high , we w i l l haul i t 

to Parabo Disposal i n Eunice, New Mexico, which i s author­

ized t o accept t h i s type of m a t e r i a l . 

MR. CATANACH: Approximately 

how much o i l do you t h i n k you can recover? Do you have any 

idea? 

MR. PEARSON: You mean l i k e — 

I don't understand what you're saying. 

MR. CATANACH: Through the sys­

tem, I mean, how much — what percentage of o i l do you t h i n k 

you can recover? 

MR. PEARSON: 50 00 b a r r e l s a 

day. 

MR. CATANACH: 5000 b a r r e l s of 
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o i l ? 

MR, GOSS: Well now, the ?er-

centage of recovery as opposed t o what we get in? 

MR. CATANACH: Yes, what i s 

that? 

MR. GOSS: Okay, probably i t ' s 

going to vary, depending on how much we get, but Mike, you 

understand, i f you could answer t h a t as t o the percentage or 

the shakeout. 

MR. PEARSON: Like I s a i d , I 

would say our average o i l . would be coming i n , I ' l l also have 

to d i r e c t t h i s t o John, you t h i n k the average o i l coming i n 

would be 40 t o 50 percent? 

MR. PAYNE: Our average o i l 

t h a t w i l l be coming i n approximately about 4C or 50 percent. 

You take 100 b a r r e l s of maybe 50 percent s t u f f , you're look­

ing f o r — you may have 5 0 b a r r e l s of o i l . 

No one can rec l a i m 100 percent 

net of t h a t 50 b a r r e l s ; you're looking f o r , you can re c l a i m 

approximately 40 t o 43 b a r r e l s at the most recovery. No one 

w i t h no system can recover 100 percent. 

MR. CATANACH: One more — one 

more question. 

I n the area where you have the 

tanks, d i d you say you have a f i r e w a l l w i t h i n --
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MR. PEARSON: Yes, s i r . There, 

i n your high ends condensate storage, which i s your more 

flammable m a t e r i a l , we w i l l mix t h a t w i t h your crude o i l 

t h a t we're going to s e l l . Now t h i s i s — i t ' s not enclosed, 

l i k e i t doesn't have a roof on i t or anything, but there i s 

a concrete block w a l l approximately 4-foot high t h a t goes 

around, but what I'm t a l k i n g about i s a dike t h a t would hold 

f l u i d s i n case any of the tanks would leak. 

MR. PEARSON: I assume t h a t 

Southern Union Refinery, when they operated i t , we haven't 

changed the, you know, t h i s p a r t of the system at a l l , as 

fa r as moving any of these tanks. This i s where they kept 

a l l t h e i r f l u i d s t h a t are apt t o be g i v i n g you t r o u b l e be­

cause of such a high g r a v i t y leak (not c l e a r l y understood) 

tank i f you're going t o have i t (not c l e a r l y understood.) 

They b u i l t t h i s w a l l , I'd say, 

for t h i s purpose and i t ' s already there and w e ' l l use i t i n 

the f u t u r e f o r t h a t purpose, too. 

MR. PAYNE: Is your question, 

excuse me, o r i e n t e d toward a dike around the e n t i r e f a c i l i t y 

or j u s t the outgoing --

MR. CATANACH: Around the two 

main s i t e s f o r a l l the tanks. 

MR. PAYNE: We do not have a 

dike at t h i s p o i n t around the incoming f a c i l i t y , raw goods 
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I t i s our i n t e n t i o n t o put a 

dike around there s u f f i c i e n t t o hold a t l e a s t one tank's 

1eakage. 

MR. CATANACH: Okay. I have no 

f u r t h e r questions of the witness. 

MR. GOSS: I f there are no 

other questions of t h i s witness, or Mr. Payne, we would r e s t 

and close and ask f o r approval. 

MR. CATANACH: Are there any 

other questions of the witness? Mr. Ives? 

MR. IVES: Yeah, I do have a 

couple of more questions. 

Just so I'm cle a r on the p o i n t 

you were j u s t speaking about, where the dike w i l l be going, 

i n E x h i b i t C i s t h a t to go around the tank storage on the 

righthand side of the --

MR. PAYNE: That's c o r r e c t . 

MR. IVES: — diagram there? 

MR. PEARSON: And also around 

the l e f t h a n d s i d e , too. 

MR. PAYNE: That's -- we have 

t h a t already. We have the fence around on the l e f t h a n d 

side. 

MR. PEARSON: The righthand 
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side i s where the fence i s . The fence, see, t h i s i s a con­

cret e block --

MR. PAYNE: Yeah, r i g h t here, 

and we're p u t t i n g one --

MR. PEARSON: Yeah, we're put­

t i n g a dike around the other side. 

MR. IVES: So both sides would 

be p r o t e c t e d . 

MR. PEARSON: (Not c l e a r l y un­

derstood . ) 

Are we allowed t o ask any ques­

t i o n s ? 

MR. CATANACH: No. 

MR. PEARSON: A l l r i g h t . 

MR. IVES: I've got a couple of 

more. You i n d i c a t e d t h a t most of your c o n t r a c t s were out of 

Texas. Do you have some p r o p o r t i o n a l count of how much i s 

coming out of Texas as opposed t o w i t h i n state? 

MR. PAYNE: No, we don't. 

MR. IVES: But j u s t most of 

them, at t h i s p o i n t i n time, are from Texas? 

MR. PAYNE: At t h i s p o i n t 

everything t h a t we have, i t w i l l take care of our capacity, 

i t appears. 

MR. IVES: So you a n t i c i p a t e 
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g e t t i n g some 5000 b a r r e l s out of Texas per day? 

MR. PAYNE: No, we're t a l k i n g 

about 1.000 t o s t a r t up and we bel i e v e t h a t we w i l l be able 

to f u l f i l 1 t h a t capacity. At t h i s p o i n t we have been as­

sured, but we don't have i t i n w r i t i n g , t h a t t h a t capacity 

w i l l be f i l l e d out of Texas. 

MR. IVES: Just a general, ques­

t i o n w i t h regards t o any other p e r m i t t i n g procedures or cer­

t i f i c a t i o n processes, do you have any other permits or cer­

t i f i c a t i o n s t h a t you are req u i r e d t o seek before you begin 

operation of the plant? 

MR. PEARSON: Well, the f i r s t 

permit we have t o get, of course, i s from the O i l Commission 

before we can s t a r t operations. That's our f i r s t step, you 

know. 

A f t e r t h a t you have to be 

bonded before you can get the second step and we u.l... r> on ac­

q u i r i n g what permits are necessary t o operate l e g a l l y i n New 

Mexico. 

The f i r s t step i s what, we a l ­

ready have. 

MR. IVES: Just curious to know 

i f you were a n t i c i p a t i n g seeking permits or c e r t i f i c a t e s i n 

connection w i t h operations from e i t h e r the State Engineer or 

the Environmental Improvement D i v i s i o n or the State Corpora-
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t i o n Commission. 

MR. PAYNE: In what respect, 

now? 

MR. IVES: In respect to the 

operation of the p l a n t . 

MR. PAYNE: I f you could be 

s p e c i f i c as to what you're t a l k i n g about, t h a t you're asking 

i f we're seeking. 

MR. IVES: Well, I'm not sure, 

given what you've described of your o p e r a t i o n , whether or 

not you need something from the State Corporation Commis­

sion . I assume -- w e l l , l e t me j u s t ask. 

w i l l you be operating your own 

trucks ? 

MR. PAYNE: Yes, we pos s i b l y 

w i l l be, but we have to get the D i v i s i o n ' s approval and they 

in t u r n w i l l issue a necessary permit, i s my understanding, 

a f t e r we secure approval. 

Then we have to go through a 

number of d i f f e r e n t highway d i v i s i o n s t o seek approve!, but 

t h i s i s the f i r s t step. 

MR. IVES: That was my question 

g e n e r a l l y , what are — what are those steps t h a t y o u ' l l be 

going through before you begin operations? 

MR. PAYNE: I don't know a l l of 
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MR. IVES: which ones are YOU 

MR. PAYNE: I'm aware of t h e 

one I j u s t mentioned. 

department ? 

New Mexico? 

MR. IVES: A l l r i g h t , highway 

MR. PAYNE: Yes, t h a t ' s r i g h t . 

MR. IVES: W i t h i n t h e S t a t e o f 

MR. PAYNE: Yes, and Texas. 

MR. IVES: And Texas, as w e l l . 

Are you g o i n g t o own your own t r u c k s ? 

MR. PAYNE: Yes, we a ^ . 

MR. IVES: So w i l l you be seek­

i n g any sort: o f a u t h o r i t y from t h e I n t e r s t a t e Commerce Com­

mi s s i o n f o r --

MR. PAYNE: We'd have t o have 

t h a t (not c l e a r l y u n d e r s t o o d ) . 

MR. IVES: Row about w i t h the 

Environment Improvement D i v i s i o n ? 

MR. PAYNE: We w i l l secure 

whatever p e r m i t s are necessary f o r our l e g a l o p e r a t i o n . 

MR. IVES: I n c o n n e c t i o n w i t h 

Parabo a t Eunice, New Mexico, I b e l i e v e Mr. Pearson i n d i -
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cated t h a t i f you can't s e l l your waste ma t e r i a l s --

MR. PAYNE: Uh-huh. 

MR. IVES: — to the d r i l l i n g 

companies, y o u ' l l take i t t o t h e i r p l a n t . 

MR. PAYNE: Uh-huh. 

MR. IVES: Is there p l a n t --

does t h e i r p l a n t have s u f f i c i e n t capacity to take any waste 

th a t you might have and I assume you have those c o n t r a c t s i n 

place a t t h i s p o i n t i n time, or i s t h a t something --

MR. PAYNE: w e l l , they are an 

open ended o f f e r , as far as Parabo i s concerned. You know, 

they're going t o take what we b r i n g . 

MR. PEARSON: That's t h e i r bus­

iness, i s t a k i n g t h a t kind of s t u f f . 

MR. IVES: I assume t h e i r capa­

c i t y i s not u n l i m i t e d and t h a t they're probably t a k i n g 

waste from other operators and t h a t at some p o i n t i n time 

they may be precluded from t a k i n g from everybody. 

MR. GOSS: I t h i n k t h a t hypo­

t h e t i c a l i s a p o s s i b i l i t y . 

MR. PEARSON: Within time I 

t h i n k w e ' l l probably have our own processing p l a n t t o pro — 

cess the waste i n t o by-products i s our i n t e n t i o n f o r the 

f u t u r e , other than the d r i l l i n g mud. 

But our f i r s t step i s t o get 
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t h i s p l a n t running. A f t e r i t ' s running, then w e ' l l b u i l d 

some more pl a n t s to break down these other products, the 

p a r a f f i n , asphalt, et cet e r a , e t cetera. 

MR. IVES: Would the processing 

p l a n t which you're speaking of subsequently b u i l d i n g be l o ­

cated on t h i s same s i t e , or --

MR. PEARSON: No, and t h a t i s 

i n the f u t u r e . We're not making a p p l i c a t i o n f o r t h a t a t 

t h i s time. 

MR. IVES: You i n d i c a t e d i n 

your opening statement t h a t you had the capacity to handle 

some 40, 000 b a r r e l s of raw mat e r i a l s and sales of 10, 000.. 

MR. GOSS: Correct. 

MR. IVES: How q u i c k l y do you 

a n t i c i p a t e g e t t i n g i n t o t h a t scale of operation? 

MR. GOSS: I would hope very 

q u i c k l y . Generally, I would say i t ' s going to take us s i x 

months to achieve t h a t l e v e l . 

MR. IVES: And would, again, 

most of the raw materials be coming out of Texas? 

MR. GOSS: At the end -- at 

maximum capacity? 

MR. IVES: Yes. 

MR. GOSS: I don't know. 

MR. IVES: Are you aware gener-
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m the area cf Monument, New Mexico, are operating at the 

present time? 

MR. GOSS: Yeah, v/e are aware. 

In f a c t , we own f a c i l i t i e s i n Texas and we s e l l t o these 

other p l a n t s . That's one reason we've had to do t h i s , i s 

because I bel i e v e one of your c l i e n t s owes us $20,OCO and we 

can't get i t out of them, and i t ' s very d i f f i c u l t tc do bus­

iness t h a t way. 

MR. IVES: I'm not sure who — 

MR. GOSS: O i l Processing. 

MR. IVES: — who you are when 

•.•rr, • sy one of my c l i e n t s owes you money. 

MR. GOSS: Okay, I also r e p r , • 

sent Pureflow, Incorporated, out of Andrews. 

MR. IVES: They aren't present 

here today, EO they aren't — 

MR. GOSS: S i r , they are pre­

sent c o n s t r u c t i v e l y , I promise you. 

MR. IVES: Well, they've made 

)o appearances here and they aren't concerned --

MR. GOSS: Your question was 

i i d I know the capacity. 

MR. IVES: Yeah. 

MR. PAYNE: I w,«!)d assume they 
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are at capacity a t t h i s time or t h a t they have stopped pro 

ducing because I know t h a t they have not paid a c l i e n t of 

mine. 

MR. IVES: Okay. Let me j u s t 

ask a general question. I suppose i t would be most c o r r e c t ­

l y d i r e c t e d t c Mr. Payne. 

Were you pr e v i o u s l y employed by 

O i l Processing? 

MR. PAYNE: Yes, s i r . 

MR. GOSS: And you might ask 

them when they're going to pay t h a t , I'd appreciate i t . 

MR. IVES: Mr. Examiner, I 'd 

l i k e to ask t h a t these remarks, which are c o l l a t e r a l , be --

MR. GOSS: I withdraw t h a t , 

please. 

MR. IVES: What i s your under­

standing as to the amount of water which you w i l l be t r a n s ­

p o r t i n g t o Rice and i t s capacity t o handle t h a t water? 

MR. PEARSON: What do you mean, 

what i s my understanding? What the p u r i t y of the water is? 

MR. IVES: More j u s t i n terms 

of q u a n t i t y . I t h i n k you i n d i c a t e d g e n e r a l l y t h a t they had 

the a b i l i t y t o handle any water which you produced. Do you 

know what the l i m i t s on t h e i r capacity are? 

MR. PEARSON: I don't know what 
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t h e i r l i m i t s are. I do know t h a t they take p o s s i b l y , to my 

knowledge, probably 2 0 - m i l l i o n b a r r e l s of water a month, to 

my knowledge, and I would say probably i t would be more than 

t h a t , but I dc know of w e l l s t h a t they have connected t o the 

p i p e l i n e , and t h a t v/e don't plan on sending 2 0 - m i l l i o n bar­

r e l s by any means. I f we're going to only do 5000 b a r r e l s a 

day of water -- I mean of o i l , there's no way we're going t o 

do t h a t . 

MR. GOSS: And th a t ' s going t o 

be a v a r i a b l e , too, based on the percentage of water content 

and the percentage of BS & w content or i m p u r i t i e s . 

MR. IVES: I t h i n k t h a t ' s a l l I 

have, Mr. Examiner. 

MR. CATANACH: Are there any 

other questions of the witnesses? 

MR. GOSS: Can we answer any 

questions f o r the Examiner or the Commission past what we've 

already presented? 

MR. CATANACH: I have none. 

MR. IVES: Could I ask one — 

one f i n a l question i n regards to the a p p l i c a t i o n ? 

what's the present scatus of 

c o n s t r u c t i o n at the plant? 

MR. PEARSON: Cur present s t a ­

t u s , I have v i s i t e d w i t h the Commission i n Hobbs, and Mr. 
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Sexton has given me approval t o go up and j u s t clean up. 

we're out there cleaning up, chopping weeds. 

We have not s t a r t e d ual 

co n s t r u c t i o n except l i k e sweeping out tanks, washing tanks, 

w i t h a l l OSHA approved safety equipment on hand at the time 

we're doing i t , w i t h a saf e t y engineer from waiters 

Construction. 

The people I have t h a t are 

working out there a t t h i s time a l l . c a r r y the OSHA approved 

cards. 

MR. CATANACH: Is there any­

t h i n g f u r t h e r of the witness? 

I f not, he may be excused. 

Is there anything f u r t h e r i n 

Case 8797? 

I f not, i t w i l l be taken under 

advisement. 

(Hearing concluded.) 
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C E R T I F I C A T E 

I , SALLY W. BOYD, C.S.R., DO HEREBY 

CERTIFY t h a t the foregoing T r a n s c r i p t of Hearing before the 

O i l Conservation D i v i s i o n (Commission) was reported by me; 

tha t the said t r a n s c r i p t i s a f u l l , t r u e , and c o r r e c t record 

of the hearing, prepared by me t o the best of my a b i l i t y . 

I do hereli/ ce^-irv that the foregoing is 
a compleie retord of the proceedings iQ 
the Examiner hearing of Case No. ' Ky 

Examiner 
Oil Conservation Division 



* ^ " Page i 

NEW MEXICO OIL CONSERVATION COMMISSION 

EXAMINER HEARING 

SANTA FE NEW MEXICO 

Hearing Date JANUARY 9. 1986 Time: 3;15 A.M. 

NAME 

7> 

REPRESENTING 

I ( 

0U> >s 

0 

^ l l w ^ ^ ' c 

LOCATION 

L A 

> / 



Page 2 

NEW MEXICO OIL CONSERVATION COMMISSION 

EXAMINER HEARING 

SANTA FE NEW MEXICO 

Hearing Date JANTTAKY Qr IQQC Time: 8; 15 A.M. 

NAME REPRESENTING LOCATION 

/fr 
3 

6, 

rl-r^^^cf Q/f (TO. 

Pen r~&C / ^^/C? 

;--"'t-'V- W-"!:^ 

D 

ffc/{ Os? 

\ r 

if 


