JAMES BRUCE
ATTORNEY AT LAW

POST OFFICE BOX 1056
SANTA FE, NEW MEXICO 87504

SUITE B
612 OLD SANTA FE TRAIL r
SANTA FE, NEW MEXICO 87501 ./

(505) 982-2043
(505) 982-2151 (FAX)

May 11, 1998

Hand Delivered

Michael E. Stognexr

0il Conservation Division
2040 South Pacheco Street
Santa Fe, New Mexico 87505

Re: Case 11966 (Application of Devon Energy Corporation
(Nevada) for 23 unorthodox oil well locations in the Red
Lake Queen-Grayburg-San Andres Pool)

Dear Mr. Stogner:

As you requested at the hearing on the above matter, this letter
sets forth the reasons for not notifying overriding royalty
interest owners of certain of the requested well locations.

First, please note that 4 of the locations requested in the
application were approved administratively before hsaring,- and
thus Devon only seeks approval of the 19 locations listed in
Exhibit 3 submitted at the hearing.

Second, attached hereto as Exhibit A is a listing of the wells for
which Devon believes notification to overriding royalty owners is
unnecessary, because (1) the well is moving toward the same lease
on which the well is located, (ii) the well is moving toward a non-
Devon lease, and the offset operator or lessee was notified of the
hearing, or (iii) the affected acreage has or will have wells
drilled thereon and completed in the same pool.?

-The unorthodox locations approved administratively are the Carter Collier
"5 Fed. No. 9, Evartg "6" Fed. No. 4, Hawk "17C" Fed. No. 1, and Hawk "17C" Fed.
No. 2. These wells are all in Township 18 South, Range 27 East, N.M.P.M.

‘Devon is drilling two wells per quarter-quarter section due to the limited
drainage areas of wells completed in this pool, and for possible future
waterflooding.



There are four wells which may concern the Divisicn. We refer you
to Exhipit 1 submitted at the hearing regarding the well locations
and the different leases involved. The four wells, and the reasons
Devon believes notification of the overriding royalty owners is
unnecessary, are set forth below:

1. Falcon "3N" Fed. Well No. 18 (Unit N §3-18S-27E): This
well is located only 20 feet from the offsetting lease (which
covers the W¥SWY §3), due to a gas plant occupying most of

Unit N. See Devon Exhibit 7. Both the lease on which the
well is located and the offsetting lease are federal leases,
and so there is no problem regarding royalty owners, and all
working interest owners in both leases were notified of the
application. Also, the lease covering the WXSW4 §3 has no
overriding rovalties. As a result, additional notice is not
regquired.

2. Hawk "90" Fed. Well No. 17 (Unit O §9-18S-27E) : This
well is located 150 feet from the offsetting lease, which
covers the N¥SEY¥ of Section 9, because of a draw and a nearby
ARCO well. Again, both leases are federal, and all working
interest owners were notified of the application. The only
overriding royalty owner in the N¥SEY of Section 9 is Devon.
Moreover, the offsetting 40 acre tract has two wells completed
or to be completed in the same pool (the Hawk "9J" Well No. 15
and the proposed Hawk "9J" Well No. 16). As a result, notice
is unnecessary.

3. Paton "6" Fed. Well No. 3 (Unit N §6-18S-27E): This well
is located 230 feet from Unit M of Section 6, which is within
the West Red Lake Unit. Both leases are federal. Please note
that Unit M contains two wells completed in the same pool,
including the West Red Lake Unit Well No. 1, which has
produced 70,000 barrels of oil to date. In addition, because
of the small drainage areas of wells in this pool, the effect
of the prcposed well on Unit M, if any, 1s minimal.
Therefore, Devon does not believe notice is necessary.

4. Paton "6" Fed. Well No. 4 (Unit K §6-188-27E): This well
is Jlocated 149 feet from the offset lease {(the NWYSWY of
Section 6). Again, both leases are federal leases, so there

is no issue regarding royalty owners, and all working interest
owners have been notified of the application. Devon does not
believe notice to overriding royalty owners 1is necessary
because (1) of the small drainage area of the proposed well,
and (1i) the NW¥4SWY of Section 6 has one well on it, completed
in the same pool,’ and another well is planned. See Devon
Exhibit 1.

The Fred "6" Fed. Well No. 1, which produced 119,000 barrels of oil.
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Overriding ownership in the NW%SWY and Unit K is similar.
Attached as Exhibit B is a listing of overriding royalty
owners 1in Unit K, and attached as Exhibit C is a listing of
overriding royalty owners in the NWY%SWY4. The only people who
own an interest in the NWY%SWY4, but own no override in Unit K,
are Kate G. Lowrey and Robert L. Huguley, Sr. {(their names are

highlighted on Exhibit C). If you determine that notice to
these two overriding royalty owners is necessary, please let
me know.

Devon 1s preparing a lease map of this area for vcu, so that you
may use it for reference in future unorthodox location
applications. As discussed at hearing, Devon' plan is to fully
develop all of its leases in this area with two wells per 40 acres.
Wells are not being drilled on a selective basis Dbased on
overriding royalty ownership.

Please call me if you have any gquestions about this matter.

Very truly yours,

James Bruce



EXHIBIT A

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

Well Name Location Reason
Eagle "27H" Fed. No. 15 1450’ FNL & 990’ FEL §27 1
Evarts "31" Fed. No. 3 1330’ FSL & 1630’ FEL §31 2, 4
Eagle "33G" Fed. No. 6 2460’ FNL & 1350’ FEL §33 2
Eagle "33H" Fed. No. 8 2435’ FNL & 531’ FEL 8§33 2
Eagle "33N" Fed. No. 10 230’ FSL & 2140’ FWL §33 2
Fagle "34E" Fed. No. 1 2310’ FNL & 1240’ FWL §34 i
Eagle "34F" Fed. No. 12 2310’ FNL & 2420’ FWL §34 3, 4
Fagle "34G" Fed. No. 14 2310’ FNL & 1600’ FEL §34 1
Eagle "34I" Fed. No. 18 1740’ FSL & 280’ FEL §34 4
Eagle "34L" Fed. No. 24 1740’ FSL & 1065’ FWL §34 1

Township 18 South, Range 27 East, N.M.P.M.:

Well Name Location Reason
Fred "6" Fed. No. 5 1260’ FNL & 990’ FWL §6 1
FPaton "6" Fed. No. & 2460’ FNL & 2310’ FWL §6 1
Hawk "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
Reascon offset overriding royalty owners not notified:
1. Well moving toward same lease.
2. Well moving toward non-Devon lease, and offset
operators/lessees notified of application.
3. Affected offset acreage has or will have Red Lake Queen-
Grayburg-San Andres Pool well(s) drilled thereon.
4. Well location not very unorthodox.!

'Devon’s reservoir engineer testified at hearing that above-average wells in
this pool drain approximately 14 acres, with a drainage radius of about 445 feet.
Devon Exhibit 12. Therefore, unless a well is 100 feet (or less} off the lease
line, it will not drain more offset acreage than a well at an orthodox location
which 1is capable of draining 40 acres.
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ARRENDIX 11
Attached to and Made a Part of Drilling Titls Opinioa

RECEIVED

dated December 23, 1997, rendered by Woerndis, Pattersen, FER C 2 1338
Strain & Miller, LL.P. for Deven Ecergy Corperation (Nevads DT AR VR
PATON FEDFRAL

LC-QG0894:  SK/4 NW/4and £/2 SW/4 of Sectien 6, T-48-S, R-27-KE, NMPM, and Lots 2,3 and $ and
SE/4 NW/4 and E/2 SWi4 of Section 31, T-17.8, R-27-E, NMPM, Eddy Couaty, New
Mexico, from the surface 1o the base of the San Andres formation, containing 357.27
scraa, more or leas.

L LC-060§04: SE/4NW/$and E/2 SW/4olSection 6, T-18-5, R-27-E, NMPM, Eddy County, New
Mexico, from the surface to the base of the San Andres formation, coataiving

120.80 acres, more or less.
Foe Titls:
Surlace:
This opirion does not cover surface ownership
Oul and Gas:
United States of America -ocavavmman o co cmai it 100% '
UNaig  The interent af the Unived Siater in she ol and gus it
sulyfact io fodaro! (case LC-260894, which prevides foe s slding
owie rovelty ranging from 12.1% to 32% an ol and 12.5% to 16-
3% on par. For the purpese of iabiulnting swnorskip herein,
i hay boon proviimad \het the reyulty rate will remain consian
W 12.3% Devon shoiuld deterenine the royalty rass appisondis 1o
ok month’s predicion and compns the overviding reyalty
intoresty uad working interats dscordingly. In consesien
Rartii, reser 1a Roquiramant Mo, I3 delow.
VErr.
Sarface 1c 2,500 faet snheuriace:

Jomes C Hawley and Pearl

M. Hawley, Trustoes of

the Jim & Pesrl Hawley

Farmlly Living Trust- - - - v cvvcnnnnens 12x 00625 - --eenio oot 0031250 ¢

Feank E. Hawley, a5 hig separate
property, for life, remainder
to Frances F. Hawley,

43 her SePRTRle PIOPOntY - - - - s annoann 1/1%.00628 -- - ----- S- o 0u3l2se4
Robert L. Huguley, Ir.

25 h18 SOPRPAIO PrOPOTLY -« - e nnacn - 29x 00828 - - - .. 00}3889 °
Gary L. Huguley

avhis separsto property - - - - - - 29X 0625 +ocrcianinaan 0013889 °
Sharon Ann Huguley Childs.

as her separate property - - ... ccaaane. 29 00625 - - -ann 0013889 ¢
Ruth Okls Hill, :
as her separate property - - - ----ea- oo 113% 00625 -- ----c ---.-- 0020833
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Psut s]a)[gn ------------------------------------------- - B062500

Sundra Leign Temry

as {167 separale Property » o= - - oot Viclax.03428 - oo 0052082 ¢
Sussa Lynn Teery, o
25 her sepacale property - - c-sasses PIx 12803125 covene e o G6I2083
Barbara Frankenfield,

25 hOT SCPAS® Property =« - - -w-nec- V3% 2% 03128 - oee oo 0052084 2

Ciyde Guy & Sona, I - =acecuvenn- e x 03125 -oeieeaeaa e 07812y ¢

Herbet F Lowrey and
Alice S. Lowrey, Trustees of
The Lowrey Revocable Trust

dated Decomnber 18,1992 -~ cxauna- oo X 3125 -ee-- b 0078125 ¢

Karen Geatry Schurig, ,
as her separate propevty = eeee-ne-aa- VSN OX 0378 - el o- 0037500

Floyd Geatry,
ay his seperute propesty - - ----- .- o-- - /S A LYK 03T ool LS. 00378007

Samce Gentry Middiebrooks, ]
a5 het separale propaity --ecoae-- oo 1% 4 2 0378 e n s 0037500 *

Evelyn Jackaon Bdwirds )
A% hier separate property - - < v e - YSKVIKOITS eeeen o 0075605

Chacles Kyle Clack,
25 hik SOPALAS PLOPLLTY - - -~ - - =e~nos X120 ... 00OITSE -

Mary Fuhon Estate

Partnership, whose partners

are Rose Mary Staerett and

Lovis F Fukon -« .--evoennn e IRRVIRDITS e aaeaas £09375C ¢

Daruthy 8. Lind,
48 hor peparate propasty - - s o< v vn - U2x 0378 ... .. e 0187500 °

Sunwest Bank of Albuquerque,

N.A., 8s Succeasor Trustee

of the T. J. Siviey and Mary

Ray Siviey Trust created

under DT dated 1/27/82,

asamended - - ceeeeciiia e WA -- 01875003

Petzo Limited, & Texas
limited partnarship <o~ - - -v.enn 56666677 x 2% x 88 - ----..n 6133333 *

Total. 1333312

3Mate:  These orarviding royalty insarasss burden thi Interesis
of ok operosing rights ewners, pragortisnstuly.

‘Nt B Ded snd Asvignment deisd Janusry 9. 1996,
nocorded tn Bouk 242, page 505, ECR, Fraak K. Huwisy, 83 his
Saparake propanty, asrignad tiiv ineress 10 ¥vanous F. Hewley,
raserding for Uife she exacutory vightt sad all income generatnd
Jrom the iotarvest

Notg:  This overriding rayalty Iniarest burdans the operating
righst inierdst of Devan Enargy Corperation (Neveda) only,
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ALPRNDIX |

Attached 1o and Made & Pert of Driliing Title Opiaion
dated Jeauary 12, 1997, rondered by Weerndie, Pattarson,
Strain & Miller, L.L.P. for Devon Estergy Corparation (Nevadaj

FRED FEDERAL

LC-069274: Lot 3 (40.41 ncres), 4 (39.88 acras), 5 (39.44 ncres) and 6 (39.94 acreni of Sesthen 6, T-
18-85, R-27-E, NMPM, froz the surface e the base of the San Andres formation,
containing 158.87 scres, mors er lesy.

QWNERSHIP
Foe Tithe:
Surface:

Sucface ownership is not covered havsin; however, from & curscry review of the plat book records
&1 the BLM, it would appeas that title to the surface is vestad in the Uinized States

QOil and Gas:
Unitod StMOs 0f AMEICE <2 corcciun it i n e aaes eee 100
' Ngig:  Tha interes of the Undiad Staiss in oif and yes s susjeci io
JSederal [sure LCB6YIT4, whioh peovides for & [2.5% rovaly. Basud
Upon application fliad by it Prior opereior PUTLEEN. 10 s pro Weic Ry
of e Siripper Wall Royalty Rate Pregrim (CPFR § 3105.4), the
royaky raic Aar besn rediced end it pranamtly payedis ot the raie of
29%.
Overridiog Royalty {atersay:
Sandra Leigh Terry, v'k/a
Sanwdrs Leigh Worley,
28 her sepasate property - - - -« -~ - e caamu.seamc et A s s A 11379085 *
Susan Lynn Terry,
43 0T SOPATRIC DIOPRITY - - - - - === oo eoaaa PR Qi7083°
Bachara Frankenfeid,
A3 heT MpLAN PIOPerty ~-- - - - oo veeromnnoc.s B R T LT TP D708
Clyde Guy & Sons, I, ¢ - -c-vuruan mesesascerune B T RN 0265625 °
Kate G. Lowrey,
possiblydacemsed - - - ... ... Lo Soe-eee L6362t
Herbect F. Lowrsy and
Alice S, Lowrsy, Trustees
of The Lowrey Revocable Trust v evvenionnanans coians Cesicreiinanea- 0100000 °
PaUSIAfIOn - - cvccm e it ieeiiesaaccc e aaannananas 206295067
Ruth O. Hill, Truseee,
UDT . duted September 20, 198 ~ -« < -« roswmnannemnner oo o 0020833
Robert L. Huguiey,
uhiggpumm ...... srsambtracaaun Cdevasscmasmnssvennns areve (0138897
Robert L. Huguley, 8. <~ -~ cvvnvni i e 0013889+
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Sharon Ann Huguley Childs
James C. Hawley and Peari
M. Hawley, Trustees under
the Jim & Pear! Hawley
Family Living Trust -----.-... feeveesmameeenane- cemcmemeeaan

Sl wer VT

IRV OIS o

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

to Francis F. Hawiey,
as her separate property

Petco Limited, a Texas

limited partnership - ------cc--.an-. 79425% x2% x8/8 --<cee-n.--.

Totai:
{

INotg: These overriding royalty interests burdsn the interests of all
aperating rights ownars, proportionately.

P Notg: By Deed and Assignment dated January 9, 1996, recorded
in Book 241, page 30S, ECR. Frank E. Hawley, as his separate
Property, assigned the above interest (o Frances F. Hawigy reserving
Jor life the exacutory rights and ol! incoms gensrated from the said
insgrent

‘Notg: Thisoverriding royalty interest burdens the operating rights
inierest of Devon Energy Corparation (Nevadaj only.

Perco’s overvide was originally reserved by irs predscessor in interest,
P.C, Lid, in Partial Assignment and Rill of Sals dated effsctive
Janugry 1, 1997, recorded in Bock 270, page 434, Eddy County
Records, in favor of Sisues, Inc. In the Partisl Assignment, it (s
stipulased thatt the sverride shell nnly apply to wells producing 6
barvels of oil per day or more in any calendar month (ssch well
sanding on its own for caiculation purposes). The override is equal
"to the difference between any existing burdens and 20%; but, in no
event, less than 2% of &/8 ORRI." As to lewsex with sliding scale
ryaitias, {f toral burdens on any well should excead 18%, Peico shall
be ensitled 10 «t ieast a 2% override on that pamicular well until such
time &s the total burdens may de redsiced v 18% or lesy. Any override
reserved is to Be proportionately reduced by the percamiage of
operating rights inserest conveyed by P.C., Lid to States in the Parvial
Assignmgnt.

The Partol Assignment additionslly provides that as "to any new
wells drilied on the property after Junuary 1, 1997, Axsignor [Petcof
will recaive an ORRI on oll vil and gus produced and sold. The ORRI
shall be calcuiated on the same basis' ar described above. Should
Pproduction from existing wells and newly drilied weils be conwningied
at the surface in common siorage focilities, all royaities and everrides
shall be calculaied using the most current well test information
awailaMe.

Oil and Gas Leasehoid Egtate:

Recorg Title (per BLM records):

Exxon Corporation

-------------------------------------

------------------------------------------

-----------------------------------------

.0013389*

0031250?

.0031250%

1408850



