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SUITE B 
612 OLD SANTA FE TRAIL 
SANTA FE, NEW MEXICO 87501 
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May 1 1 , 1998 

Hand D e l i v e r e d 

M i c h a e l E. S togne r 
O i l C o n s e r v a t i o n D i v i s i o n 
2040 South Pacheco S t r e e t 
Santa Fe, New Mex ico 87505 

Re: Case 11966 ( A p p l i c a t i o n o f Devon Energy C o r p o r a t i o n 
(Nevada) f o r 23 u n o r t h o d o x o i l w e l l l o c a t i o n s i n t h e Red 

Lake Queen-Grayburg-San Andres Pool ) 

Dear Mr . S t o g n e r : 

As you r e q u e s t e d a t t h e h e a r i n g on t h e above m a t t e r , t h i s l e t t e r 
s e t s f o r t h t h e reasons f o r n o t n o t i f y i n g o v e r r i d i n g r o y a l t y 
i n t e r e s t owners o f c e r t a i n o f t h e r e q u e s t e d w e l l l o c a t i o n s . 

F i r s c , p l e a s e n o t e t h a t 4 o f t h e l o c a t i o n s r e q u e s t e d i n t h e 
a p p l i c a t i o n were app roved a d m i n i s t r a t i v e l y b e f o r e h e a r i n g , 1 and 
t h u s Devon o n l y seeks a p p r o v a l o f t h e 19 l o c a t i o n s l i s t e d i n 
E x h i b i t 3 s u b m i t t e d a t t h e h e a r i n g . 

Second, a t t a c h e d h e r e t o as E x h i b i t A i s a l i s t i n g o f t h e w e l l s f o r 
w h i c h Devon b e l i e v e s n o t i f i c a t i o n t o o v e r r i d i n g r o y a l t y owners i s 
unneces sa ry , because ( i ) t h e w e l l i s moving t o w a r d t h e same l ea se 
on w h i c h t h e w e l l i s l o c a t e d , ( i i ) t h e w e l l i s mov ing t o w a r d a non-
Devon l e a s e , and t h e o f f s e t o p e r a t o r o r l e s s e e was n o t i f i e d o f t h e 
h e a r i n g , o r ( i i i ) t h e a f f e c t e d acreage has o r w i l l have w e l l s 
d r i l l e d t h e r e o n and c o m p l e t e d i n t h e same p o o l . 2 

"The u n o r t h o d o x l o c a t i o n s a p p r o v e d a d m i n i s t r a t i v e l y a r e t h e C a r t e r C o l l i e r 
"5" Fed. No. 9, E v a r t s "6" Fed . No . 4 , Hawk "17C" Fed . No. 1 , and Hawk "17C" Fed. 
No. 2 . These w e l l s a r e a l l i n Townsh ip 18 S o u t h , Range 27 E a s t , N . M . P . M . 

'Devon i s d r i l l i n g two w e l l s p e r q u a r t e r - q u a r t e r s e c t i o n due t o t h e l i m i t e d 
d r a i n a g e a reas o f w e l l s c o m p l e t e d i n t h i s p o o l , and f o r p o s s i b l e f u t u r e 
w a t e r f l o o d i n g . 



There are four w e l l s which may concern the D i v i s i o n . We r e f e r you 
to E x h i b i t 1 submitted at the hearing regarding the w e l l l o c a t i o n s 
and the d i f f e r e n t leases involved. The f o u r w e l l s , and the reasons 
Devon believes n o t i f i c a t i o n of the o v e r r i d i n g r o y a l t y owners i s 
unnecessary, are set f o r t h below: 

1. Falcon "3N" Fed. Well No. 18 (Unit N §3-18S-27E): This 
w e l l i s located only 20 f e e t from the o f f s e t t i n g lease (which 
covers the Ŵ SW% §3), due t o a gas p l a n t occupying most of 
Unit N. See Devon E x h i b i t 7. Both the lease on which the 
w e l l i s l o c a t e d and the o f f s e t t i n g lease are f e d e r a l leases, 
and so there i s no problem regarding r o y a l t y owners, and a l l 
working i n t e r e s t owners i n both leases were n o t i f i e d of the 
a p p l i c a t i o n . Also, the lease covering the WASWA §3 has no 
o v e r r i d i n g r o y a l t i e s . As a r e s u l t , a d d i t i o n a l n o t i c e i s not 
req u i r e d . 

2. Hawk "90" Fed. Well No. 17 (Unit 0 S9-18S-27E) : This 
w e l l i s l o c a t e d 150 f e e t from the o f f s e t t i n g lease, which 
covers the WASE]4 of Section 9, because of a draw and a nearby 
ARCO w e l l . Again, both leases are f e d e r a l , and a l l working 
i n t e r e s t owners were n o t i f i e d of the a p p l i c a t i o n . The only 
o v e r r i d i n g r o y a l t y owner i n the WASECA of Section 9 i s Devon. 
Moreover, the o f f s e t t i n g 40 acre t r a c t has two w e l l s completed 
or t o be completed i n the same pool (the Hawk "9J" Well No. 15 
and the proposed Hawk "9J" Well No. 16). As a r e s u l t , n o t i c e 
i s unnecessary. 

3. Paton "6" Fed. Well No. 3 (Unit N S6-18S-27E) : This w e l l 
i s l o c a t e d 130 f e e t from Unit M of Section 6, which i s w i t h i n 
the West Red Lake U n i t . Both leases are f e d e r a l . Please note 
t h a t Unit M contains two w e l l s completed i n the same pool, 
i n c l u d i n g che West Red Lake Unit Well No. 1, which has 
produced 70,000 b a r r e l s of o i l t o date. I n a d d i t i o n , because 
of the small drainage areas of w e l l s i n t h i s pool, the e f f e c t 
of the proposed w e l l on Unit M, i f any, i s minimal. 
Therefore, Devon does not b e l i e v e n o t i c e i s necessary. 

4. Paton "6" Fed. Well No. 4 (Unit K S6-18S-27E) : This well 
i s located 14 9 feet from the offset lease (the NŴ SW1^ of 
Section 6). Again, both leases are federal leases, so there 
i s no issue regarding royalty owners, and a l l working interest 
owners have been n o t i f i e d of the application. Devon does not 
believe notice to overriding royalty owners i s necessary 
because (i) of the small drainage area of the proposed well, 
and ( i i ) the NW%SW% of Section 6 has one well on i t , completed 
in the same pool, 3 and another well i s planned. See Devon 
Exhibit 1. 

The Fred "6" Fed. Well No. 1, which produced 119,000 b a r r e l s of o i l . 

-2-



O v e r r i d i n g ownership i n the NŴ SW1^ and Unit K i s s i m i l a r . 
Attached as E x h i b i t B i s a l i s t i n g of o v e r r i d i n g r o y a l t y 
owners i n Unit K, and attached as E x h i b i t C i s a l i s t i n g of 
o v e r r i d i n g r o y a l t y owners i n the NŴ SW1 .̂ The only people who 
own an i n t e r e s t i n the NŴ SW%, but own no o v e r r i d e i n Unit K, 
are Kate G. Lowrey and Robert L. Huguley, Sr. ( t h e i r names are 
h i g h l i g h t e d on E x h i b i t C). I f you determine t h a t n o t i c e to 
these two o v e r r i d i n g r o y a l t y owners i s necessary, please l e t 
me know. 

Devon i s preparing a lease map of t h i s area f o r you, so th a t you 
may use i t f o r reference i n f u t u r e unorthodox l o c a t i o n 
a p p l i c a t i o n s . As discussed at hearing, Devon' plan i s t o f u l l y 
develop a l l of i t s leases i n t h i s area w i t h two w e l l s per 40 acres. 
Wells are not being d r i l l e d on a s e l e c t i v e basis based on 
o v e r r i d i n g r o y a l t y ownership. 

Please c a l l me i f you have any questions about t h i s matter. 

Very t r u l y yours, 

James Bruce 
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EXHIBIT A 

Township 17 South, Range 27 East, N.M.P.M. 

Well Name L o c a t i o n Reason 
Eagle "27H" Fed. No 15 1450' FNL & 990' FEL §27 j _ 

Evarts 3 ± 1! Fed . No 3 1330' FSL & 1630' FEL §31 2, 4 
Eagle " 3 3 G " Fed . No 6 2460' FNL & 1350' FEL §33 2 
Eagle "3 3H" Fed. No 3 2435' FNL & 531' FEL §33 2 
Eagle "33N" Fed . No 10 230' FSL & 2140' FWL §33 2 
Eagle "34E" Fed . No 10 2310' FNL & 1240' FWL §34 1 
Eagle "34F" Fed . No 12 2310' FNL & 2420' FWL §34 3 , 4 
Eagle "34G" Fed . No 14 2310' FNL & 1600' FEL §34 i _ 

Eagle "341" Fed . No 18 1740' FSL & 280' FEL §34 4 
Eagle "34L" Fed . No 24 1740' FSL & 1065' FWL §34 1 

Township 18 South, Range 2 7 East, N.M.P.M. 

Well Name Location Reason 
Fred "6" Fed. No. 5 1260' FNL & 990' FWL §6 1 
Paton "6" Fed. No. 6 2460' FNL & 2310' FWL §6 1 
Kawk "9B" Fed. No. 4 990' FNL & 1360' FEL §9 1 
Hawk "9J" Fed. No. 15 1630' FSL & 1650' FEL §9 1 
Kaiser No. 1 330' FNL & 1110' FEL §18 1 

Reason o f f s e t o v e r r i d i n g r o y a l t y owners not n o t i f i e d : 

1. Well moving toward same lease. 
2. Well moving toward non-Devon lease, and o f f s e t 

operators/lessees n o t i f i e d of a p p l i c a t i o n . 
3. A f f e c t e d o f f s e t acreage has or w i l l have Red Lake Queen-

Grayburg-San Andres Pool w e l l (s) d r i l l e d thereon. 
4. Well l o c a t i o n not very unorthodox. 1 

1Devon's re s e r v o i r engineer t e s t i f i e d at hearing that above-average wells i n 
t h i s pool d r a i n approximately 14 acres, w i t h a drainage radius of about 445 feet. 
Devon Ex h i b i t 12. Therefore, unless a we l l i s 100 feet (or less) o f f the lease 
l i n e , i t w i l l not dra i n more o f f s e t acreage than a we l l at an orthodox l o c a t i o n 
which i s capable of drai n i n g 40 acres. 



AfrmMX m 

Attaciaed lo aad Made • Part of Dniliea. Title Opio.oa 
dated December 23,1997, naebred by Wocradlc, Pattereea, 

Strda «Y Miller, L.L.P. for Devon Energy CorpeeaUaa (Nevada 

PATON FffiDIttAL 

LC 060i»t- SE/4 .NW/4 aed C/2 SW/4 of Seed*« *,T-ig-S, R-J7-E, NMPM, ant Utt J,J and * anil 
SE/4 NW/4 aad E/2 SW/4 of Section 31, T-17.S, R-27-E, NMPM, Eddy Count). New 
Meiico, from tk« Mirface to tfce bMt of tlx San Andrei forourttoa, containing 337.27 
acru, nor* or leu. 

L LC46W4: 5t'4N^/4«»dE/2SHV4ofSKtloii»1T-l^S,Jl47.E.NM?M lEd^C»»^,>ev* 
Mexico, from the larftte to the b»e of tfce Su Andrei formation, coatajaiog 
12C.M Mm, mora or l*u. 

fn mi-

Surface 

This opinion doei not cover surface ownerihip 

QiLSfiifitf: 

United State* of America 100%' 
ljlUt, Tlu tnurm if Ikt UiutU Sittm u Until and f«« 
MttmufakHilteeuljC-ttUK »hicipn*Uu/w>IUti>i 

2/i% m fu tor OUfMiftu tfut*l*tl*t wwitop ktrtin. 
U eat t*t frmmti Hut tW mob/ WK »*¥ tmtlx m m i 
MIZ3%. D*mt theuli itttmkuUu rtftH/ mi tffiictttt u 
wot wwiM'f pf*4ae«M an* f u ^ n /Af nmiitat "•»*'C 
iiriwwtt aii iw'̂ hlut ihMW MctMlMf fy. In I U H K M 
MMWM, xr/tr M OimmiMii',*«. /J 

n , , r , H l i f BiTiltr latini'i 

Sarfata te 2J00 feat MkMirht*: 

James C Hawley end Pearl 
M Ha*le>, Truetees of 
»he Jim & Pearl H»wlt> 
Family Living Trust I'2x 00625 -- 003125? ; 

Frank E. Hawley, u his separate 
property, for life, remainder 
to Francei F. Hawley, 
as her sepirait property 1'2 x.0(1625 • --- 0031250!J 

Robert L. Hunutey, Jr. 
as hiiaeparale property 2'9x 00625 - - - • - .0013SW ' 

Gary Huguley 
aihii separate property --• - - - - - 2/9x.00625 .0013M9 ! 

Sharon Ann Huguley CtiildB. 
as her separate property 2iQ\ 00625 .00138*9 1 

Ruth Old* Hill, 
a> her separate property 10x 00625 •- - OC20I33 •' 

r. • - - t Appendix iff - I 
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Paul S!a>ioti 

Sandra Leign Terry 
as Iter separate property- 1/3. x 1 '"2 x .03125 -

SUMS Lynn Terry, 
as her separate property K3 x 1,2 x .03125 -•• 

Berbers Frenkenftetd, 
u her separate property 1/3 x 3/2 x.03125 - •• 

Clyde Guy 4 Scat, lnc - 1/4 x .03125 

Herbert F Lcwreyand 
Alice S Lowrey, Tronees of 
The Lowrey Revocable Trust 
dated December i«, 1092 1/4 x .03125 '-• 

rtare.1 Geatry Sehurig, 
as her aeparete property l /S»iCx .0375 • • 

Floyd Gentry, 
as hie seperale property t/5 x l'2 x .0375 

i&n.tfe Gentry Middleerooki, 
u taw separate propeity I.'5 x ! 2 x .0375 • - -

Everyii Jackson Edwards 
n her separate property 2'5 x 1/2 x ,0375 

Charles Kyle Clark, 
u his separata property 1/2 x 1/2 x 0375 

Mary Fulton Ettte 
Partnership, whose partners 
ire Rose Mary Starrctt and 
Louis F Fiikon 1/2 x i a * .0375 

Dorothy 8. Lind, 
M her separate property S/2 x 0375 

Sunwest Bank of Albuquerque, 
N.A., is Suceeuor Trustee 
of the T. J. Stvley and Mary 
Ray Sivley Trust created 
under 0.T dated 1/27/82, 
s* amended 1/2x 037? • • - -

Petio Limited, a Texas 
limited partnership £6.66667% x 1% x 8/8 

Total 

.0052013 ' 

Ofi_;2083 : 

-0052084 1 

.007*125 * 

OCT'S'25 ' 

.O0375OCI J 

.OG37500 1 

.0037500 : 

.0075900 1 

.0093 75U ' 

C09375C ' 

01*7509 1 

.0187500 '* 

1383333 

*{lHt: Thtstn«»tldliqrtraty mUHul> bunk* tin Intmm 
of ait efxrednt *fka #*«#n, pntfarllmvly. 

1 Hup J> DUJI mil AMtt*m*nt tm* Juttaif 9. I W , 
W M S W I* Mutt 141, f t p SM, E(t . Fr**k C Htmltf, tthtt 
UftmtpHtvt), **it**ttktl tttttrm rt FtmtMi f. Unity. 
itunk*tl" lyMuataeory riflm mi tit ttctmt ginoaltd 
/restate Merest 

* dsui Ttit »«me?*| rtftlif iHitrm* btutUnt IHt spwertiu 
Hr At) inunt! tf Sens* Away C«fMM*m (Ntvttt) omly. 
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AMcM to tad Mid* a Pert of Drs)lh*j Title Opinion 
dated January 12,1997, rendered by Weertdie. Fattenon, 

Strain eV Milter, L.L.F. for Devon Energy Corporation (Nevada) 

LC-WW74; Lets > (40.41 neree), 4 (39.W atree), 5 (39.44 aeres) aad 6 (}*.»4 acres! of Sesrte* t, T-
18-5, R-27-E, NMPM, froai the eorfate te the baee of the San Andrea fbrmatlon, 
connualnj 1SM7 icrea, more ar lew. 

Fee Title; 

Surface: 

Surface ownership n not covered herein; however, from it cursory review of the plat book records 
at the BLM, it would appear AM <iile to the surface is vested in ine United States 

Oil a l ien: 

United States nf America iow ' 

'Jua|; TU AH*»wr«/aW tftaW Silu tn advuli*i u ratytcf u 
ft*tnltuHlC-M*1H. wkkkmriiaftri UJHn**. Buti 

if lit Jtrissw Will ttyHf Mm* fitgum (CP* { }ltS.t), tfit 

l*H. 

Overriding RoveitY lntaeent.; 

Sandra Leigh Terry, eA/a 
Sandra Leigh Worley, 
a* her separate property • OPT)Si * 

Susan Lynn Terry , 
as her separate property --- .01/7083 s 

Barbara Franltenfeld, 

as bw sepsrtk property ---- .017708*'-

Clyde Ouy 4. Sons, lnc 0265625 ' 

KateO.Lowfey, 
pemstbK/e3ac«emd .6163*25' 
Herbert F. Lowrey and 
Alice S, Lowrey, Trustees 
of The Lowrey Revocable Trust .0100000: 

PaulSltyton .0062 JOts' 

Ruth O. Hill. Trustee, 
UDT.dated September 20,1913 0020833 ' 

Robert L. Huiuiey, 
u his separata property 0013889' 

Robert L Httginey, Sr. .0013189 

c\Qr7ict<ww*»ro<xrj*>m\sumr»ifiiuimi.6* Appendix T- ! 



05.' U5/ »9 I C C l u . v v i 

Sharon Ann Huguley Childs 
James C. Hawley and Pear! 
M. Hawley, Trustees under 
the Jim & Pearl Hawley 

00138891 

Family Living Trust .00312501 

' to Francis F. Hawley, 
as her separate property 

Frank E. Hawley, as his separate 
property, for life, remainder 

.0031250v 

•i 
Petco Limited, a Texas 
limited partnership - - 79.425% x 2% x 8/8 

Total; .1408850 

1 Noli,: These overriding royalty Interests burden the interests of all 
operating rights owners, proporttonattly. 

3£fet(.- By Deed and A ssignmtnt doted January 9,1996, recorded 
m Book 241, page SOS, BOt, Fran* E. Hawley, as his separate 
property, aetignedlh* above tneerest to Franca F. Hawley reserving 
M Uf* the executory rights tutd oil income generated from tkt said 
tntdratt 

*tlote; This overriding royalty interest burdens tkt operating righ/x 
interna of Devon Energy Corporation (Nevada) only. 

Petco 'i override wot originally reserved by Its predecessor in interest, 
P.C, Ltd., in Partial Assignment and Mitt of Sale dated effective 
January I, 1997, recorded In Book 270, page 434, Eddy County 
Records, in favor of Stout, Inc. In the Partial Assignment, it Is 
stipulated thai the override shall only appfy to walk producing 6 
barrels of oil per day or mare In any calendar month (each well 
standing on its own for calculation purposts). The override it equal 
"to the difference between any existing burdens and 20%; hut, In no 
event, lest than 2% ofSAt OKXI." As to leasts with sliding scale 
rayaaaat, (f total burdens on any well should exemad 18%, Petco shall 
be enmtd to at least a 2% override am that particular well until such 
tirr* as tkt total burdens mey be rtauctdio 18H or lesj. Any override 
reserved is to be praporuonatefy reduced by the percentage of 
operating rights interest conveyed by P.C, Ltd. to States in the Partial 
Assignment 

The Partial Assignment additionally provides that to "to any new 
*>eib drilled on the property after January 1,1997, Assignor [Petco/ 
will receive an OMJV on oil oil end gns produced end told. ThtORMI 
shall be calculated OH the same basis" at described above. Should 
production from existing wells and newly drilled wells be comnungied 
at the surface In common storagefacUUitt, all royalties and overrides 
shall be calculated using the most torrent watt test Information 
available. 

Oil and Gai Lea—hold Eatete: 

Record Title (per BLM reenrdi); 

Exxon Corporation 100% 


