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This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , MICHAEL E. STOGNER, 

Hearing Examiner, on Thursday, A p r i l 16th, 1998, a t the New 

Mexico Energy, Minerals and Natural Resources Department, 

Porter H a l l , 2040 South Pacheco, Santa Fe, New Mexico, 

Steven T. Brenner, C e r t i f i e d Court Reporter No. 7 f o r the 

State of New Mexico. 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

11:25 a.m.: 

EXAMINER STOGNER: C a l l next case, Number 11,966. 

MR. CARROLL: A p p l i c a t i o n of Devon Energy 

Corporation (Nevada) f o r 2 3 unorthodox o i l w e l l l o c a t i o n s , 

Eddy County, New Mexico. 

EXAMINER STOGNER: C a l l f o r appearances. 

MR. BRUCE: Mr. Examiner, Jim Bruce of Santa Fe, 

repr e s e n t i n g the Appli c a n t . I have f o u r p o t e n t i a l 

witnesses. 

EXAMINER STOGNER: Any other appearances? Why 

don't we get a l l f our of the p o t e n t i a l t o please stand a t 

t h i s time? 

(Thereupon, the witnesses were sworn.) 

EXAMINER STOGNER: Mr. Bruce? 

KEN GRAY, 

the witness h e r e i n , a f t e r having been f i r s t d uly sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Would you please s t a t e your name f o r the record? 

A. My name i s Ken Gray. 

Q. Where do you reside? 

A. I n Oklahoma C i t y , Oklahoma. 

Q. Who do you work f o r and i n what capacity? 

STEVEN T. BRENNER, CCR 
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A. I'm one of the d i s t r i c t landmen f o r Devon Energy 

Corporation. 

Q. Have you p r e v i o u s l y t e s t i f i e d before the D i v i s i o n 

as a landman? 

A. Yes, I have. 

Q. And were your c r e d e n t i a l s as an expert accepted 

as a matter of record? 

A. Yes, they were. 

Q. And are you f a m i l i a r w i t h the land matters 

i n v o l v e d i n t h i s A p p l i c a t i o n ? 

A. I am. 

Q. And i s t h i s p a r t i c u l a r area — i s i t w i t h i n your 

scope of r e s p o n s i b i l i t y a t Devon? 

A. Yes, i t i s . 

MR. BRUCE: Mr. Examiner, I ' d tender Mr. Gray as 

an expert petroleum landman. 

EXAMINER STOGNER: Mr. Gray i s so q u a l i f i e d . 

Q. (By Mr. Bruce) Mr. Gray, what i s E x h i b i t 1? 

A. E x h i b i t 1 i s a p l a t . I t ' s a combination of 

various t h i n g s . F i r s t and foremost, i t ' s a land p l a t 

showing Devon's leasehold p o s i t i o n . And also i t ' s a 

s t r u c t u r e map on top of the San Andres. I t also denotes 

the o f f s e t owners and/or operators of which t h i s 

A p p l i c a t i o n i s the subject. 

Q. Okay, l e t ' s go through t h i s a l i t t l e b i t . 
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Although the township and ranges aren't on here through the 

middle c u t s , Sections 1 through 6, the south h a l f of the 

map i s what? 18 South, 2 7 East? 

A. Yeah, south of t h a t s o l i d black l i n e running 

through the middle h o r i z o n t a l l y i s Township 18 South, 27 

East, and n o r t h of t h a t i s 17 South, 27 East. 

Q. Okay. Now, you mentioned the acreage. There's a 

schedule a t the bottom, but the red — Devon has a p a r t i a l 

i n t e r e s t i n i t ; i s t h a t correct? 

A. Red represents p a r t i a l i n t e r e s t , and t h a t could 

mean we own less than 100 percent working i n t e r e s t , or i t 

could mean we own 100 percent working i n t e r e s t as t o 

c e r t a i n depths but not a l l depths. 

Q. Okay. And then the yellow i s 100 percent — 

A. Right. 

Q. Okay. Now, i n i t i a l l y , t h i s A p p l i c a t i o n was f o r 

2 3 unorthodox l o c a t i o n s ; i s t h a t c o r r e c t ? 

A. We i n i t i a l l y a p p l ied f o r 23, but since then Mr. 

Stogner has approved four of those, those being the Hawk 17 

C Federal Number 1, the Hawk Federal 17 C Federal Number 2 

[ s i c ] , the Carter C o l l i e r Federal 5 Number 9 and the Evarts 

Federal 6 Number 4. 

Q. Okay. Now, the l o c a t i o n s t h a t you are s t i l l 

seeking approval f o r are marked i n green on t h i s map; i s 

t h a t c o r r e c t ? 

STEVEN T. BRENNER, CCR 
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A. That's right. 

Q. Now, l e t ' s t a l k about the type of acreage on t h i s 

map. What i s i t ? Fee, s t a t e , fed? 

A. A l l of the acreage on t h i s map i s f e d e r a l 

acreage, w i t h the exception — or l e t me put i t t h i s way, 

a l l the acreage on t h i s map t h a t ' s the subject of t h i s 

A p p l i c a t i o n i s f e d e r a l , w i t h the exception of the fee 

lease, which i s down i n the bottom l e f t - h a n d corner of the 

map, and then the State — the Herd State lease, which i s 

loca t e d i n Section 32. 

Q. Okay. Now, there might be some other fee or 

s t a t e land, but they're not a f f e c t e d by the unorthodox 

l o c a t i o n s you're seeking approval — 

A. That's r i g h t . 

Q. — f o r today? 

A. Yeah. 

Q. So f o r instance, l o o k i n g a t — oh, up i n Section 

34, the easternmost w e l l , which i s i n — what? — the 

northeast southeast of Section 34, i t ' s o f f s e t by ARCO and 

A l t u r a , t h a t w e l l i s on f e d e r a l acreage, c o r r e c t ? 

A. Correct. 

Q. And the acreage o f f s e t t i n g i t i s f e d e r a l acreage? 

A. Yes. 

Q. Okay. Then the f i n a l t h i n g i s , regarding your 

l o c a t i o n s , the map shows the o f f s e t operators; i s t h a t 
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co r r e c t ? 

A. Yes, i t does. 

Q. And where these i s no operator, the — you have 

n o t i f i e d the o f f s e t lessees or o f f s e t unleased mineral 

i n t e r e s t owners? 

A. That's c o r r e c t . 

Q. Okay. What i s the primary reason Devon has a 

number of unorthodox l o c a t i o n s i n t h i s area? 

A. The primary reason, j u s t as a general sense, i s 

the topographies of the area, and our other witnesses w i l l 

go i n t o more d e t a i l about where there i s p i p e l i n e or some 

other topographic reason. But topographic, g e n e r a l l y 

speaking. 

Q. Okay. Now, a l o t of these — Well, f o r t h i s 

hearing we n o t i f i e d some — a number of o f f s e t s ; i s t h a t 

c o r r e c t ? 

A. Yes. 

Q. And a number of these l o c a t i o n s you had 

p r e v i o u s l y a p p l i e d f o r a d m i n i s t r a t i v e l y ; i s t h a t c o r r e c t ? 

A. That's c o r r e c t . 

Q. And o f f s e t s were n o t i f i e d f o r a number of those 

also? 

A. Probably most of them, yeah. 

Q. Okay. Now, have you received any o b j e c t i o n s from 

any of the o f f s e t s ? 

STEVEN T. BRENNER, CCR 
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A. No, we have not. 

Q. Looking a t t h i s E x h i b i t 1, a number of the 

l o c a t i o n s are i n t e r i o r t o Devon acreage or Devon-operated 

acreage? 

A. That's r i g h t . 

Q. So t h a t minimizes any e f f e c t ; i s t h a t c o r r e c t ? 

A. Correct. 

Q. Has Devon objected t o any unorthodox l o c a t i o n s by 

o f f s e t operators? 

A. No, we haven't. As a matter of f a c t , ARCO has 

requested a t l e a s t one, and I'm — I don't remember i f 

there's two unorthodox l o c a t i o n s t h a t o f f s e t s our acreage, 

which we have given them waivers on. 

Q. And we have a r e s e r v o i r engineer here today who 

w i l l discuss any drainage e f f e c t s from these unorthodox 

l o c a t i o n s ? 

A. Yes, he w i l l . 

Q. F i n a l l y , t h i s i s one area — or t h i s i s an area 

where t h e r e — you're g e n e r a l l y d r i l l i n g i n f i l l w e l l s on a 

40-acre u n i t ? 

A. That's c o r r e c t . 

Q. Are any of the o f f s e t s doing t h a t also a t t h i s 

p o i n t ? 

A. No, other than ARCO, no. 

Q. Okay. Couple of f i n a l questions. And I b e l i e v e 
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the r e s e r v o i r engineer w i l l get i n t o t h i s a l s o . 

There's a number of o i l w e l l s spotted on t h i s map. 

They're not a l l — The w e l l s you're seeking approval f o r 

are i n the Red Lake-Grayburg Pool? 

A. That's c o r r e c t . 

Q. Not a l l the w e l l s on t h i s — o i l w e l l s on t h i s 

map are Grayburg wells? 

A. That's c o r r e c t , there are a l o t of Grayburg 

w e l l s , t h e r e are a l o t of Queen and a whole bunch of Abo 

w e l l s . We're r i g h t i n the middle of the Empire Abo u n i t . 

Q. And Devon has -- Since Devon acquired i t s 

i n t e r e s t , approximately, on t h i s mapped area, how many 

w e l l s has i t d r i l l e d ? Do you have an idea, or does one of 

the engineers have a b e t t e r idea? 

A. They probably have a b e t t e r idea. 

Q. Okay. And they w i l l also go i n t o p o t e n t i a l 

w a t e r f l o o d i n g i n t h i s area? 

A. Correct. 

Q. Besides these w e l l s marked i n green, i s t h e r e 

also the p o t e n t i a l i n the f u t u r e t o d r i l l a d d i t i o n a l 

Grayburg w e l l s , some at unorthodox l o c a t i o n s , i n t h i s 

mapped area? 

A. Yes, a b s o l u t e l y . 

Q. Okay. Now, regarding n o t i c e , i s E x h i b i t — Let's 

look a t E x h i b i t 2, Mr. Gray, which i s my n o t i c e a f f i d a v i t . 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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E x h i b i t A t o the n o t i c e l e t t e r contains a r a t h e r lengthy 

l i s t of o f f s e t s . 

Was t h i s n o t i c e prepared by your o f f i c e — 

A. Yes. 

Q. — or t h i s l i s t i n g of the i n t e r e s t owners? 

A. Yes, i t was. 

Q. And does i t contain a complete l i s t i n g of 

o f f s e t s , t o the best of your knowledge? 

A. Yes, i t does. 

Q. Mr. Gray, i n your opini o n i s the g r a n t i n g of 

Devon's A p p l i c a t i o n i n the i n t e r e s t s of conservation and 

the prev e n t i o n of waste? 

A. Yes, i t i s . 

Q. And were the land matters set f o r t h on E x h i b i t 1 

prepared by you or under your d i r e c t i o n ? 

A. Yes, i t was. 

MR. BRUCE: Mr. Examiner, a t t h i s time I ' d move 

the admission of E x h i b i t 1 as t o the land matters and 

E x h i b i t 2. 

EXAMINER STOGNER: E x h i b i t s 1 and 2 w i l l be 

admitted i n t o evidence a t t h i s time. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Gray, the red p o r t i o n you show i s p a r t i a l 

i n t e r e s t ? 

STEVEN T. BRENNER, CCR 
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A. Uh-huh. 

Q. What do you mean, " p a r t i a l " ? 

A. Well, i t could mean t h a t we own anywhere from one 

— i t could mean less than 100 percent of a l l debts, or i t 

could mean 100 percent of less than a l l debts. 

Q. Okay. I s t h a t red a l l one s i n g l e lease, or i s 

the r e several other leases? 

A. No, there's a bunch of leases. 

Q. Okay. So the leases which are not marked on 

t h e r e , w i t h i n t h a t p a r t i a l area, could have v a r i e d 

o v e r r i d i n g r o y a l t i e s ? 

A. They could, and they do, yeah. 

Q. And d i f f e r e n t working i n t e r e s t s ? 

A. Well, f o r the most p a r t the working i n t e r e s t 

i s — I t ' s not uniform, I don't want t o say t h a t , but we've 

n o t i f i e d the working i n t e r e s t owners under the a f f i d a v i t of 

m a i l i n g . 

And th e r e are d i f f e r e n t 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 s from one lease. Some of them may have no 

o v e r r i d e s , some of them have — some of them are common, 

and — But they're not a l l i d e n t i c a l , no. 

Q. Okay. So the — This l i s t on E x h i b i t Number 2 

would e s s e n t i a l l y be a l l the working i n t e r e s t t h a t ' s i n the 

red — w e l l , of course, the yellow area, t h a t — w e l l , t h a t 

would be included too, because t h a t ' s a l l Devon, r i g h t ? So 

STEVEN T. BRENNER, CCR 
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they're a l l represented, a l l the working owners. I f I j u s t 

stuck my f i n g e r anywhere w i t h i n t h a t red area, t h a t would 

be included i n t h i s n o t i f i c a t i o n , would i t not? 

A. With the exception of the West Red Lake u n i t , 

which i s i n the bold black o u t l i n e i n Sections -- p r i m a r i l y 

7, 8 and 9, the bold o u t l i n e . I t ' s the West Red Lake 

Waterflood Secondary Recovery U n i t . And t h a t l i s t t h a t you 

have on the a f f i d a v i t of m a i l i n g does not i n c l u d e some 

small i n t e r e s t owners i n t h a t u n i t , but we operate t h a t 

u n i t . 

Q. And none of these w e l l s t h a t you're proposing 

w i t h i n t h i s A p p l i c a t i o n are o f f s e t t i n g t h a t u n i t area; i s 

t h a t c o r r e c t ? 

A. We aren't encroaching on the u n i t area 

s p e c i f i c a l l y , no. 

Q. Can I recognize the lease l i n e s w i t h i n t h a t red 

area? Because when I look over there i n Section 6, even 

the r e — those two red areas — There's two, seems t o be, 

red areas together. Would t h a t be e s s e n t i a l l y a lease f o r 

me t o recognize? 

A. I n Section 6? 

Q. Yeah. 

A. S p e c i f i c a l l y ? 

Q. Yeah. 

A. Yeah, i n t h a t case those are p r e t t y w e l l broken 

STEVEN T. BRENNER, CCR 
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down by lease. For instance, the — What would t h a t be? 

The n o r t h h a l f of the northwest, south h a l f — or the 

southwest of the northwest and the northwest of the 

southwest i s one lease. 

Q. Okay. 

A. The southeast of the northwest and the east h a l f 

of the southwest i s one lease. So you — 

Q. The reason I'm p i c k i n g t h a t area, because I'm 

lo o k i n g down th e r e about i n the middle — w e l l , towards the 

south, t h a t Well Number 4 — 

A. Uh-huh. 

Q. — t h a t seems t o be s t r a d d l i n g t h a t lease l i n e ? 

A. Uh-huh. 

Q. Okay. So even though — And when I show t h i s 

p a r t i a l i n t e r e s t , I'm assuming t h a t Devon i s the operator? 

A. We are. 

Q. Okay, and you're o f f s e t t i n g your Devon-operated 

and other-operated lease. 

A. Correct. 

Q. There could be working i n t e r e s t d i f f e r e n c e s ; i s 

t h a t c o r r e c t ? 

A. But — And they are on the l i s t . 

Q. They are on the l i s t ? 

A. Yes. 

Q„ Okay. How about overrides? 

STEVEN T. BRENNER, CCR 
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A. No. 

Q. No overrides? Now, i s there any ove r r i d e s w i t h i n 

t h a t red area or — 

A. Let me back up. Are you asking me i f t h e r e are 

over r i d e s on the leases, or are you asking me i f we've 

n o t i f i e d the 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? 

Q. Okay, l e t me ask i t , are there o v e r r i d e s w i t h i n 

t h i s area? 

A. Yes. 

Q. There are. So there's a variance i n th a t ? 

A. Right. 

Q. Okay, have they been n o t i f i e d ? 

A. No. 

Q. Okay. Now, t h i s i s a l l f e d e r a l acreage, so the 

r o y a l t y i s common throughout, correct? 

A. Right. And I t h i n k — I appreciate your concern 

about the 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, but I t h i n k 

i f we counted them up, most of them — most of what we're 

seeking approval of are o f f s e t Devon acreage, Devon-

operated acreage. Most of them are not s u b s t a n t i a l l y 

unorthodox, and we can get i n t o t h a t w i t h the other 

witnesses. 

Q. Well, I hope we do. 

A. And — Yeah. And from a r e s e r v o i r s tandpoint, I 

t h i n k w e ' l l discuss the impact, the r e l a t i v e impact, on 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



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 

16 

drainage. And we c e r t a i n l y haven't opposed the one and 

only other operator who's asked f o r unorthodox l o c a t i o n s 

out here e i t h e r . 

Q. And t h a t being ARCO? 

A. Yes, t o date. 

Q. So when you j u s t t o l d me t h a t you can appreciate 

my concern f o r the overr i d e s , what p a r t of t h a t can you 

appreciate? 

A. Well, I t h i n k i t ' s your duty t o oversee those 

types of t h i n g s . I t ' s — I appreciate your concern. 

Q. Okay. So you understand by t h a t , then, what 

c o r r e l a t i v e r i g h t s is? 

A. I c e r t a i n l y do. 

Q. Okay. That's where I wanted t o go on t h a t 

p a r t i c u l a r aspect of i t . 

Okay, l e t ' s go over t o Section 3, and there's a 

w e l l i n t h e r e , I guess the only one i n Section 3. 

A. Uh-huh. 

Q. Now, t h i s i s going t o be d r i l l e d on 100-percent 

— what i s on the yellow end, r i g h t ? 

A. Correct. 

Q. A l l r i g h t . And there again, you're o f f s e t t i n g 

some p a r t i a l i n t e r e s t s , so those working i n t e r e s t s are 

n o t i f i e d ? 

A. Correct. 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



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 

17 

Q. Do you know i f there's any o v e r r i d e r o y a l t i e s 

w i t h i n t h a t — What would t h a t be? The west h a l f of the 

southwest quarter? 

A. Yeah, I do know t h a t t here are, yes. 

Q. And were they n o t i f i e d ? 

A. No. 

Q. Okay. And t h a t i s Devon-operated p r o p e r t y over 

t h e r e i n t h a t p o r t i o n ? 

A. Yes. 

Q. Okay. Now, you made a statement t h a t the primary 

reason i s f o r topography? 

A. Yes, s i r . 

Q. Okay, you're going t o have somebody t h a t ' s going 

t o discuss t h a t ? 

A. We have — yes, a number of e x h i b i t s . 

Q. Now, you mentioned something about i n f i l l w e l l s , 

and t h i s i s i n f i l l a c t i v i t y , e s s e n t i a l l y ? 

A. We have d r i l l e d i n f i l l w e l l s on 40-acre spacing, 

yes, on a l o t of these spacing u n i t s . 

Q. Uh-huh. Do you understand why you're d r i l l i n g 

more i n f i l l wells? 

A. Do I understand why? 

Q. Yeah. 

A. I t h i n k I do, yes. We're not — I don't b e l i e v e 

we're recovering a l l the recoverable reserves w i t h one w e l l 
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per 4 0 acres. 

Q. Okay. Do you know what an unorthodox l o c a t i o n on 

a 40-acre t r a c t is? 

A. You mean i n terms of what c o n s t i t u t e s one? 

Q. Yes. 

A. Yes, I do. 

Q. Okay, what i s i t ? 

A. I b e l i e v e the statewide spacing r u l e s are, no 

c l o s e r than 330 f e e t t o the q u a r t e r - q u a r t e r l i n e . 

Q. Okay. So i f I look a t t h a t w e l l i n Section 34, 

the one on the east side — 

A. Uh-huh. 

Q. — i f I was t o draw a box i n t h e r e t h a t was 660 

by 660, w i t h a 30-foot boundary i n t h a t q u a r t e r - q u a r t e r 

s e c t i o n , t h a t would be my standard window, would i t not? 

A. I b e l i e v e i t would be, yeah. 

Q. Okay. Now, you're d r i l l i n g o utside of t h a t 

because t h a t green dot's there? 

A. Right. 

Q. So you have t h a t whole standard area t h a t you 

can't d r i l l ? 

A. Uh-huh. 

Q. And you're t e l l i n g me the primary reason i s 

because of topography? 

A. That's c o r r e c t . 
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Q. Okay. So you're going t o prove t o me t h a t t h a t 

whole 660-by-660 window i s occupied by topography? 

A. That 1s what we hope t o do. 

Q. Even i f you had something up th e r e next t o t h a t 

Well Number 17? 

A. I don't understand. I f we had — 

Q. You had another w e l l , t h a t Well Number 17 i n t h a t 

same q u a r t e r - q u a r t e r s e c t i o n . 

A. Uh-huh. 

Q. I s t h a t w i t h i n t h i s area, t h a t you know of? 

A. Area — ? 

Q. I n t h i s pool? 

A. Pardon me? 

Q. I s t h a t an i n f i l l w e l l t o t h a t p a r t i c u l a r w e ll? 

A. Yes. 

Q. Okay. Then why don't you d r i l l next t o i t ? 

A. You mean t w i n t h a t well? 

Q. Yes. 

A. Well, I t h i n k — I t h i n k our r e s e r v o i r engineer 

w i l l — 

Q. So i t ' s not p r i m a r i l y topography, i s i t ? 

A. Well, we don't want t o — 

Q. The reason you're here today, Mr. Gray, i s 

because a l l I was g e t t i n g was these a p p l i c a t i o n s t h a t had 

one statement on i t , due t o topography, and they got 
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overwhelming. When i n a c t u a l i t y , you got an i n f i l l p r o j e c t 

out t h e r e , s u b s t a n t i a l l y , a l o t of good i n f i l l d r i l l i n g ? 

A. We do. 

Q. So i t ' s not p r i m a r i l y topography — 

A. Well — 

Q. — i s i t ? 

A. — I t h i n k i t i s , yeah. I mean, we have — we'd 

l i k e t o d r i l l two w e l l s per 40, not one r i g h t next t o each 

other, no. 

Q. So i t ' s not topography, i s i t ? You want t o space 

the other end of t h a t 40-acre t r a c t . I t no longer becomes 

topographic. What you've got t o show t o me i s t h a t whole 

standard area i s u n d r i l l a b l e t o you — 

A. Well, what I — 

Q. — and according t o what your a p p l i c a t i o n s were, 

t h a t ' s what i t was. 

A. What I'm saying i s , t h a t p a r t i c u l a r w e l l , 

Number 

Q. That p a r t i c u l a r w e l l , and many others. 

A. Okay, what I'm saying i s , we staked those a t 

l e g a l l o c a t i o n s , and we were requested t o move them — 

Q. But you could have moved i n the other d i r e c t i o n , 

could you not? 

A. We could have — w e l l , I don't know t h a t — Let 

me say t h a t . I don't know t h a t we could have. The 
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topography could have prevented us from doing t h a t , and I 

t h i n k t h a t ' s what w e ' l l show. 

Q. Hopefully your r e s e r v o i r engineer can come i n and 

t e l l me why you p r i m a r i l y want t h i s i n f i l l d r i l l i n g . You 

might not have been able t o d r i l l a t t h a t p a r t i c u l a r 

l o c a t i o n by topography, but topography was not the main 

reason why these unorthodox l o c a t i o n s are t h e r e . And t h a t , 

i n f a c t , i s why you are here today. 

A. Well, I hope t o — 

Q. No longer could I make those a p p l i c a t i o n s j u s t 

one standard — Are you f a m i l i a r w i t h what the Rules and 

Regulations say? 

A. Well, as t o what? 

Q. As t o what i s req u i r e d t o get an unorthodox 

l o c a t i o n ? You said you knew what c o r r e l a t i v e r i g h t s and 

the v i o l a t i o n of c o r r e l a t i v e r i g h t s were. 

A. Correct. 

Q. Okay. So you have d i f f e r e n t working i n t e r e s t 

owners? 

A. That's c o r r e c t . 

Q. I t appeared t h a t those p a r t i c u l a r people were not 

being p r o t e c t e d — 

A. Correct. 

Q. — due t o the g e o l o g i c a l nature i n which most of 

these a p p l i c a t i o n s were being made. That's e s s e n t i a l l y 
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what you're here f o r . 

A. Well, I hope we prove d i f f e r e n t l y . 

EXAMINER STOGNER: Quite f r a n k l y , you're not 

g e t t i n g o f f t o a very good s t a r t . 

Mr. Gray may be excused. 

Mr. Bruce? 

ERNEST DALE BUTTROSS, JR., 

the witness h e r e i n , a f t e r having been f i r s t d u l y sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Would you please s t a t e your name and c i t y of 

residence f o r the record? 

A. Ernest Dale Buttross, J r . , and I r e s i d e i n 

Oklahoma C i t y , Oklahoma. 

Q. Who do you work f o r and i n what capacity? 

A. Devon Energy Corporation, as a petroleum 

engineer. 

Q. Have you p r e v i o u s l y t e s t i f i e d before the 

Di v i s i o n ? 

A. Yes, I have. 

Q. Were your c r e d e n t i a l s as an expert petroleum 

engineer accepted as a matter of record? 

A. Yes, they were. 

Q. And are you f a m i l i a r w i t h the matters p e r t a i n i n g 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



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 

23 

t o the d r i l l i n g of the w e l l s i n t h i s area? 

A. Yes, I am. 

MR. BRUCE: Mr. Examiner, I would tender Mr. 

But t r o s s as an expert petroleum engineer. 

EXAMINER STOGNER: Mr. Buttross i s so q u a l i f i e d . 

Q. (By Mr. Bruce) Mr. But t r o s s , l e t ' s look f i r s t a t 

E x h i b i t 3. Could you i d e n t i f y the f i r s t page of t h a t f o r 

the Examiner? 

A. Okay, E x h i b i t 3 l i s t s the 19 unorthodox w e l l 

l o c a t i o n s w i t h the o r i g i n a l standard l o c a t i o n and the 

reason f o r the moves. 

We've also attached a memo from Barry Hunt w i t h 

the BLM t h a t supports our reasoning f o r moving these 

l o c a t i o n s . 

Q. Well, l e t ' s go through t h i s . This l i s t s the 19 

remaining w e l l s you seek unorthodox l o c a t i o n s f o r ; i s t h a t 

c o r r e c t ? 

A. Right, t h a t ' s c o r r e c t . 

Q. And we go t o the middle and i t says " o r i g i n a l 

l o c a t i o n " . You had o r i g i n a l l y requested -- Well, other 

than the one land — or one w e l l on the s t a t e — on the fee 

lease, you have o r i g i n a l l y requested these l o c a t i o n s — 

A. Right. 

Q. — from the BLM; i s t h a t c o r r e c t ? 

A. C o r r e c t l y . This was our o r i g i n a l l o c a t i o n , and 
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the procedure was t o go out there and stake i t , and i f the 

BLM w i l l approve i t a t t h a t l o c a t i o n , we l e f t i t t h e r e . I f 

not, we had t o move i t t o another spot. 

Q. A l l of these o r i g i n a l l o c a t i o n s were a t orthodox 

l o c a t i o n s ; i s t h a t correct? 

A. That i s c o r r e c t . 

Q. And the next column over i s the "moved l o c a t i o n " , 

which i s the c u r r e n t unorthodox l o c a t i o n , c o r r e c t ? 

A. That's c o r r e c t . 

Q. And then the f i n a l column, I b e l i e v e , sets f o r t h 

a s h o r t comment regarding the reason f o r the move? 

A. Yes, s i r , t h a t ' s c o r r e c t . 

Q. Let's go t o your E x h i b i t 4. Just b r i e f l y , what 

i s t h a t ? 

A. E x h i b i t 4 i s a topographic map w i t h the 

unorthodox w e l l s i n d i c a t e d by colored c i r c l e s . This map 

shows t h a t there i s s i g n i f i c a n t e l e v a t i o n change throughout 

the f i e l d area, as much as 2 00 f e e t . And the r e are also 

numerous draws. I t ' s a drainage area f o r the Pecos River. 

Q. And t h a t ' s shown o f f t o the west? 

A. Yeah, the Pecos River i s o f f t o the west. 

Q. Now, j u s t a few other t h i n g s . I t shows roads on 

here --

A. Roads, and there's also p i p e l i n e s . I t doesn't 

show a l l the p i p e l i n e s , but there are — 
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Q. These are the — 

A. — numerous p i p e l i n e s . 

Q. — perhaps the longer of the tr a n s m i s s i o n 

l i n e s — 

A. Right. 

Q. — or the longer p a r t s of the g a t h e r i n g l i n e s ? 

But t h i s does not show a l l the p i p e l i n e s ? 

A. Right, i t does not show a l l of them. I t shows 

some of the major p i p e l i n e s . 

Q. Okay. Now, l e t ' s get i n t o a few examples of why 

the w e l l s were moved, and I r e f e r you t o E x h i b i t s 5 through 

8, which are a e r i a l photos. Let's take them one by one. 

Let's look a t E x h i b i t 5 and address some of the 

D i v i s i o n ' s concerns here. 

What w e l l does t h i s i n v o l v e , and what i s the 

s e c t i o n , so we can i d e n t i f y i t ? 

A. Okay, E x h i b i t 5 i s an a e r i a l photo t h a t shows the 

l o c a t i o n of the Kaiser Number 1 t h a t i s i n Section 18, 

Township 18 South, Range 27 East. 

Q. That's the one t h a t ' s on the fee lease? 

A. Right, t h a t ' s c o r r e c t . 

Q. Okay. Now, l e t ' s look a t — You have a l i t t l e 

red arrow by the proposed w e l l , and t h i s was a t — 

o r i g i n a l l y f u r t h e r t o the east; i s t h a t c o r r e c t ? 

A. That's c o r r e c t . 
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Q. Okay. Now, you moved i t t o the west. Why? 

A. Well, there was a b l u f f , l a r g e b l u f f r i g h t t h e r e , 

an e l e v a t i o n change of probably about 150 f e e t , r e a l l y 

rugged land t h e r e . 

You can see there are several small draws through 

t h a t area too, the dark s t u f f , t h a t goes i n — t h a t 

i n t e r s e c t s the l i g h t e r s t u f f — 

Q. So i t ' s not only the b l u f f , but t h e r e are some 

draws — 

A. Some draws, and then the — 

Q. — t h a t a f f e c t l o c a t i o n s i n the n o r t h p a r t of 

t h a t u n i t — 

A. Right. 

Q. — w e l l u n i t ? 

A. Right. And there's also a p i p e l i n e , or a c t u a l l y 

p i p e l i n e s t h a t p a r a l l e l each other, t h a t t r a v e r s e from the 

northwest corner of t h a t p r o r a t i o n u n i t , down through the 

southeast, t h a t we had t o — had t o stay away from the 

r i g h t of way f o r those p i p e l i n e s . So t h a t was another 

reason f o r t h i s unorthodox l o c a t i o n . 

And t h a t put the w e l l 210 f e e t from the Kaiser B 

lease, which i s t o the west, which Devon owns 100 percent 

working i n t e r e s t i n t h a t lease also. 

Q. Now, loo k i n g a t — the p i p e l i n e t r a v e r s e s — 

a f f e c t s , you know, a large area i n the west h a l f of t h a t 
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w e l l u n i t ; i s t h a t correct? 

A. That's c o r r e c t . 

Q. And so does the b l u f f ? 

A. Yes, s i r . 

Q. Looking not only a t E x h i b i t 5 but a t E x h i b i t 1, 

which I t h i n k you have i n f r o n t of you, on E x h i b i t 1, 

throughout the Devon acreage, there's a number of open 

c i r c l e s . What do those w e l l s represent? 

A. Those represent proposed l o c a t i o n s . 

Q. Okay. So there w i l l be — Devon has plans t o 

d r i l l a number of a d d i t i o n a l w e l l s i n t h i s area? 

A. That's c o r r e c t . And the d r i l l i n g plan i s t o 

p r e t t y w e l l stagger those l o c a t i o n s , two per 40 acres. And 

t h a t ' s why they're located at those p o i n t s . We're t r y i n g 

t o l o c a t e them 330 from t h a t p r o r a t i o n u n i t boundary i n 

each case, on each corner of i t . 

Q. I f you're t r y i n g t o get — I t looks l i k e a w e l l 

i n the — what? The northwest corner and the southeast 

corner of each w e l l u n i t ? 

A. Right, we're p r a c t i c a l l y — That's what we t r y t o 

do. 

Q. So — 

A. And the reason f o r t h a t i s f u t u r e w a t e r f l o o d 

development, which our r e s e r v o i r engineer w i l l go i n t o . 

Q. Okay. 
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A. I t would be b e t t e r t o have the l o c a t i o n s 

c o n s i s t e n t . 

Q. So l o o k i n g a t the Kaiser 1, even though you may 

be able t o — i t appears there's — w e l l , i t k i n d of 

depends. Even though you could move t h a t w e l l somewhat t o 

the south, or south southeast, and be a t a standard 

l o c a t i o n , there's s t i l l the p i p e l i n e t o contend w i t h --

A. Right, t h a t was — we — 

Q. — and you would be too close t o another proposed 

w e l l i n t h a t u n i t ? 

A. Yes, s i r , t h a t ' s c o r r e c t . We looked a t a l l 

avenues i n t h a t p r o r a t i o n u n i t f o r t h a t l o c a t i o n . That was 

ab s o l u t e l y the only spot t h a t we could put i t . 

Q. Okay. I n order t o f i t f u t u r e development? 

A. Yeah, t o f i t f u t u r e development and not be r i g h t 

next t o another w e l l . 

Q. Okay. Let's move on t o your E x h i b i t 6 and go 

through the same procedure. You have th r e e w e l l s on here. 

Why don 11 you s t a r t w i t h the northernmost — 

A. Right. 

Q. — w e l l , and t h a t i s — t h i s i s i n Section 9 of 

18 South, 27 East? 

A. That's c o r r e c t . Yeah, the northernmost l o c a t i o n 

i s the Hawk 9B Federal Number 4, and t h i s l o c a t i o n was 

moved 2 90 f e e t east, due t o an ARCO w e l l , and also there's 
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a draw the r e . And the l o c a t i o n i s only 4 0 f e e t from an 

i n t e r i o r p r o r a t i o n u n i t boundary, but t h a t — you know, 

t h a t ' s a l l p a r t of t h a t same lease. 

Q. Okay. So there would be no e f f e c t on t h i s one, 

because i t ' s p a r t of the same lease? 

A. Right. 

Q. Now, loo k i n g a t the draw, l i k e you say, there's 

an ARCO — the 9B-4, there's an ARCO w e l l t o the west? 

A. Yes, s i r . 

Q. And then there's a draw t o the south and 

southwest? 

A. Yes, s i r . 

Q. I n t h i s u n i t — I can't t e l l — i s t h e r e another 

Devon w e l l t h a t you don't want t o get too close to? 

A. There i s — Well, there's another Devon w e l l 

f a r t h e r t o the east. 

Q. Okay. To the east, and how about t o the north? 

A. Well, t o the n o r t h — A c t u a l l y t o the northeast, 

there's a Devon w e l l . 

Q. Okay. Now, through t h i s — throughout t h i s whole 

area, there's a number of s t r a i g h t l i n e s . 

A. Right. A l o t of those — 

Q. Those are a l o t of — 

A. — roads. 

Q. — p i p e l i n e s , t h a t you're — 
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A. Some of them are roads, and then the others are 

p i p e l i n e s . There's a p i p e l i n e t here t h a t k i n d of goes from 

n o r t h — northeast t o southwest through t h a t area t o o . 

Q. Okay. Looking a t the middle w e l l , which i s what? 

The Hawk? I can't q u i t e read i t . 

A. Hawk — That's the Hawk 9J Federal Number 16. 

And t h a t l o c a t i o n was moved 2 0 f o o t south f o r the BLM, due 

t o the ground slope. And i t ' s — This l o c a t i o n i s 310 f e e t 

n o r t h of Devon's o f f s e t t i n g lease l i n e . And the reason --

Well, the reason f o r t h a t move i s the BLM. They don't want 

you t o d i s t u r b any more surface t e r r a i n than necessary, so 

they want you t o minimize any cut and f i l l . 

Q. Okay. And then the f i n a l move — w e l l t h a t was 

moved, i s the 9-17? 

A. Hawk 90 Federal Number 17, and the l o c a t i o n was 

moved 180 f o o t n o r t h , also due t o an ARCO l o c a t i o n . And 

there's a small draw through t h e r e , i n the area. And t h i s 

p a r t i c u l a r l o c a t i o n i s 150 f o o t south of Devon's — also 

Devon's lease. You've got two separate leases t h e r e . 

Q. Now, t h a t l a s t w e l l , i f you move f u r t h e r t o the 

south, there was an ARCO w e l l there also? 

A. Right, there's an ARCO w e l l . 

Q. ARCO owns some deeper r i g h t s i n the Abo? 

A. Yes, s i r , i t ' s an Abo producer. 

Q. Okay. And once again, i f you move f u r t h e r south 
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i t looks l i k e there's another p i p e l i n e ? 

A. There's a p i p e l i n e running through t h e r e , so you 

would run i n t o t h a t p i p e l i n e . 

Q. I f you moved t o the south? 

A. That's c o r r e c t . 

Q. Okay. Let's move on t o E x h i b i t 7 and discuss 

these w e l l s . These w e l l s are — You've already discussed 

the one t h a t • s i n the very southernmost — 

A. Right. 

Q. Which i s the Hawk 9B-4, but the other w e l l s — 

A. Right. 

Q. — the Eagle and the Falcon w e l l , l e t ' s s t a r t 

w i t h the one up i n the northwest corner of t h i s p i c t u r e . 

A. Okay. The Eagle — 

Q. And these are what? I n Section — That one i s i n 

Section 33? 

A. T h i r t y - t h r e e . 

Q. Okay, go ahead. 

A. Yeah, the Eagle 3 3N Federal Number 10 was moved 

100 f o o t south and 170 f o o t west due t o draws, and i t i s 

loca t e d 230 f o o t n o r t h of an ARCO lease. 

Q. Okay. What about the w e l l i n Section 3, the 

Falcon 3-18? 

A. Okay, the Falcon 3N-18, when we o r i g i n a l l y staked 

t h a t l o c a t i o n i t wound up i n the gas p l a n t . There's a gas 
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p l a n t t o the east t h e r e , and i t was i n s i d e t h a t gas p l a n t . 

So our f i e l d personnel moved a stake t o about the 

only spot you could place i t and s t i l l have a l o c a t i o n , and 

i t wound up p r e t t y close t o t h a t lease boundary t h e r e , 

which i s o f f s e t t i n g a lease t h a t Devon has an i n t e r e s t i n . 

We're only 50 f o o t east of t h a t boundary. I t was — The 

l o c a t i o n was moved 350 f o o t n o r t h and 300 f o o t west, due t o 

t h a t gas p l a n t , plus a l l the associated p i p e l i n e s t h a t fed 

the p l a n t . 

Q. Fed the gas p l a n t . And i t looks l i k e — I s t h a t 

a Devon w e l l over t o the east t h a t ' s already — 

A. Right, there's a Devon w e l l over t h e r e t o the 

east. 

Q. I n t h a t same p r o r a t i o n u n i t ? 

A. I n t h a t same p r o r a t i o n u n i t t h a t the Falcon 3N 

Federal Number 17 — 

Q. So you d i d n ' t want t o — 

A. So — 

Q. — d r i l l j u s t immediately next — 

A. No, we d i d n ' t want t o d r i l l i t r i g h t next t o i t . 

So t h a t was — t h a t ' s b a s i c a l l y the only — I n t h a t 

p r o r a t i o n u n i t , t h a t ' s the only l o c a t i o n we have. 

Q. Now, loo k i n g a t E x h i b i t 7, Mr. B u t t r o s s , once 

again, a number of open c i r c l e s . Just t o the — The lease 

t h a t ' s j u s t t o the west of the Falcon 3 w e l l , Devon has 
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A. That's c o r r e c t . 

Q. So you're not j u s t t r y i n g t o encroach on t h a t 

lease, j u s t t o d r i l l a w e l l f o r — 

A. No. 

Q. — your own b e n e f i t ? I mean, you plan t o f u l l y 

develop — 

A. Right. 

Q. — t h a t whole area? 

A. The plans are t o continue development i n the 

area. We j u s t haven't got a l l — 

Q. So i f there's a d i f f e r e n c e i n ownership between 

those two t r a c t s , the people t o the west w i l l a lso be 

having w e l l s d r i l l e d and w i l l also — 

A. Right. 

Q. — get t h e i r share of reserves? 

A. That's c o r r e c t . I n f a c t , the ones t o the west 

w i l l probably be a l i t t l e b e t t e r w e l l s . 

Q. Based on geology? 

A. Geology. You know, i t ' s updip a l i t t l e b i t . 

Q. Okay. Let's move on t o your E x h i b i t 8 and go 

through a few more of these w e l l s . Now, these are the ones 

i n Section 6; i s t h a t correct? 

A. That's c o r r e c t . 

Q. Okay. Let's — Why don't you s t a r t w i t h the ones 
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on the top and go down t o the bottom? 

A. Okay. The very northernmost w e l l — a c t u a l l y the 

one t o the northeast on the edge of the map i s the — 

Q. Oh, I see, the — 

A. I t ' s a c t u a l l y on the edge t h e r e , the Evarts 31 

Federal Number 3. And t h i s l o c a t i o n had t o be moved 320 

f o o t south and 2 0 f o o t east, due t o a p i p e l i n e and several 

draws. We went out there and looked f o r a spot t o move 

t h a t w e l l , and there was j u s t no place we could go w i t h i t . 

Q. And once again, w i t h the open c i r c l e s you do have 

plans t o d r i l l i n other p o r t i o n s — 

A. Right. 

Q. - - o f t h i s u n i t ? 

A. Yeah, i t ' s close t o the p r o r a t i o n u n i t boundary, 

but the nearest lease — i t ' s s t i l l 310 f e e t from the 

nearest o f f s e t t i n g lease. 

Q. Okay, go t o the next one, which i s the Fred — 

A. Fred 6 Federal Number 5, and t h a t l o c a t i o n was 

moved 270 f o o t south due t o a l a r g e draw. You can see t h a t 

draw t h e r e , j u s t t o the n o r t h of i t , t h a t dark area w i t h 

the ragged streamers coming o f f of i t . That's a draw. 

Q. And t h a t w e l l o f f s e t s the same lease? 

A. Right. That's j u s t i n t e r i o r p r o r a t i o n u n i t . 

Q. Okay. How about the Patton — 

A. Patton — 
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Q. — 6 Fed Number 6? 

A. Right. And t h a t p a r t i c u l a r l o c a t i o n was moved 

150 f o o t south, due t o draws, and i t ' s also j u s t o f f s e t t i n g 

— I t ' s an i n t e r i o r p r o r a t i o n u n i t o f f s e t . 

Q. Okay. Then the — I s i t the Patton 6 Number 4? 

A. 6-4. The Patton 6-4 was moved 57 f o o t south and 

841 f o o t west, due t o a bunch of p i p e l i n e s . 

Q. I t looks l i k e there's q u i t e a few i n t h i s area. 

A. Yeah, there's several p i p e l i n e s t h a t t r a v e r s e 

t h a t area. 

Q. And then l o o k i n g a t t h a t p a r t i c u l a r p r o r a t i o n 

u n i t , which would be the northeast of the southwest 

q u a r t e r , besides the p i p e l i n e s there's draws going through 

t h a t ? 

A. Yeah, there's a huge draw r i g h t through t h e r e . 

Q. And so — 

A. I t j u s t makes i t r e a l d i f f i c u l t t o even get any 

l o c a t i o n s i n th e r e . We j u s t had t o do the best we could. 

Q. Okay. And once again, you are planni n g on 

d r i l l i n g more w e l l s i n the o f f s e t t i n g lease — 

A. Right. 

Q. — t o the west? 

A. Yes, s i r , t h a t i s c o r r e c t . 

Q. Okay. Then the f i n a l w e l l on t h i s one i s the 

Patton 6 Number — 
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A. Yeah, t h a t Patton 6 Federal Number 3? 

Q. Yes. 

A. Okay, and t h a t l o c a t i o n was moved 60 f o o t south 

and 200 f o o t west, due t o p i p e l i n e and draw, and i t o f f s e t s 

our West Red Lake u n i t . 

Q. Now, i t looks l i k e t here could be a l o c a t i o n i n 

the southeast p o r t i o n of t h a t p r o r a t i o n u n i t , but i t looks 

l i k e there's a p o t e n t i a l f o r d r i l l i n g a d i f f e r e n t — 

another w e l l there? 

A. Right. 

Q. Okay. Once again, t o f i t i n w i t h a p o t e n t i a l — 

w e l l , t o — You want t o produce what reserves you can i n 

the primary i n these wells? 

A. That's the plan, and then have the l o c a t i o n i n 

the r i g h t spot f o r possible secondary recovery. 

Q. Now, l o o k i n g o v e r a l l a t these l o c a t i o n s , and f o r 

the p o t e n t i a l of a f u t u r e w a t e r f l o o d program, you don't 

want these unorthodox l o c a t i o n s , do you? 

A. No. No, we — 

Q. You'd much r a t h e r have the standard — 

A. Right. 

Q. — locations? 

A. Yeah, you know, j u s t studies have proven t h a t 

your b e t t e r waterfloods are i n standard, orthodox p a t t e r n s . 

Any ragged p a t t e r n s , you're going t o get lower r e c o v e r i e s . 
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Q. Okay. What you have t o do i n t h i s instance, you 

have t o do p r e t t y much what the — 

A. What the land w i l l — 

Q. — what the land says, what the BLM says and what 

the D i v i s i o n allows you t o do? 

A. That's c o r r e c t . 

Q. What about d r i l l i n g these w e l l s d i r e c t i o n a l l y t o 

a standard bottomhole l o c a t i o n ? 

A. Well, I've got E x h i b i t 9, which shows the 

v e r t i c a l w e l l costs versus the d i r e c t i o n a l w e l l costs, and 

as you can see, a d i r e c t i o n a l l y d r i l l e d w e l l t o an orthodox 

l o c a t i o n would cost $101,000, or 4 3 percent, more than a 

v e r t i c a l w e l l . And the operating cost associated w i t h a 

deviated w e l l due t o rod, t u b i n g , pump problems, would also 

be 3 0 percent higher. 

Q. Do the reserves i n these w e l l s j u s t i f y the added 

costs of d i r e c t i o n a l d r i l l i n g ? 

A. No, they r e a l l y wouldn't. We probably couldn't 

j u s t i f y the d r i l l i n g program i f we had t o d r i l l them 

d i r e c t i o n a l l y . 

Q. I n your opinion, i s the g r a n t i n g of Devon's 

A p p l i c a t i o n i n the i n t e r e s t s of conservation and the 

pre v e n t i o n of waste? 

A. Yes, i t i s . 

Q. And were E x h i b i t s 3 through 9 prepared by you or 
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under your d i r e c t i o n ? 

A. Yes, they were. 

MR. BRUCE: Mr. Examiner, I ' d move the admission 

of Devon E x h i b i t s 3 through 9. 

EXAMINER STOGNER: E x h i b i t s 3 through 9 w i l l be 

admitted i n t o evidence. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. But t r o s s , you said something about 

e s t a b l i s h i n g a wa t e r f l o o d a t a l a t e r date. Do you have any 

s t a r t - u p time f o r that? 

A. Well, c u r r e n t l y — which our r e s e r v o i r engineer 

w i l l go i n t o a l i t t l e f u r t h e r — i n s i d e the West Red Lake 

U n i t , which we've o u t l i n e d — w e l l , on E x h i b i t 1 i n black, 

and then on the topo map i n red — we're conducting a 

wa t e r f l o o d p i l o t . And i f i t proves successful, the plan 

would be e i t h e r t o expand the u n i t out or form a d d i t i o n a l 

u n i t s outside of t h a t boundary. 

And I might add, the San Andres i s one of the 

major zones being waterflooded i n the Permian Basin, so 

there's a chance, you know, i t may prove a secondary 

recovery candidate out here too. 

Q. So i t ' s too e a r l y t o form a u n i t a t t h i s time f o r 

w a t e r f l o o d purposes? 

A. Yes, s i r , too e a r l y t o t e l l a t the moment. 
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Q. Okay. So t h a t would e l i m i n a t e f a l l i n g under Rule 

104 — what i s i t ? — E, t h a t would e l i m i n a t e these — 

A. Yes. 

Q. — unorthodox questions? 

A. I t would be nice i f these were a l l i n a u n i t . 

Q. Okay. So we've es t a b l i s h e d t h a t there's not 

u n i t i z a t i o n p r e s e n t l y out th e r e , nor i s th e r e anything i n 

the r e a l near f u t u r e . That's what I'm understanding, 

r i g h t ? You hope i t can — 

A. We hope i t ' s near f u t u r e , but a t t h i s time we 

can't say we're going t o go out th e r e , here w i t h i n the next 

year, and t r y t o form another u n i t or expand t h i s one. 

Q. Okay. So d i r e c t i o n a l d r i l l i n g i s out f o r the — 

A. Right. 

Q. — f o r the cost. Okay. So when I r e f e r — For 

example, E x h i b i t Number 8. Now I'm beginning t o see from 

your e x h i b i t s , we're s t a r t i n g t o i d e n t i f y leases. So I'm 

l o o k i n g both a t E x h i b i t Number 8 and E x h i b i t Number 4. 

Now, i n t h i s s e c t i o n — I b e l i e v e i t ' s Section 

6 — you are a c t u a l l y i d e n t i f y i n g separate leases, c o r r e c t ? 

A. Those are separate leases t h a t we operate. 

Q. Okay. So the fo u r w e l l s — Well, a c t u a l l y , 

there's f i v e — Well, w e ' l l ignore t h a t one up i n the f a r 

n o r t h t h e r e . That Patton 6 Federal Number 6, t h a t ' s 

i n t e r n a l o f f s e t only w i t h i n the lease? 
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A. That's c o r r e c t . 

Q. Okay, so there's no problem on t h a t one. That 

one could — That one would be an easy candidate f o r 

a d m i n i s t r a t i v e procedures. 

Okay, but I want t o take a look a t t h a t Number 3 

and then t h a t Number 4. 

Now, the Number 3, you're encroaching from t h a t 

c u r r e n t u n i t how many feet? 

A. Let's see, we're 13 0 f e e t from the West Red Lake 

u n i t . 

Q. Okay, 130 f e e t . Okay, now, I'm sure your 

r e s e r v o i r engineer i s going t o present some evidence about 

radiuses of drainage? 

A. Yes, s i r 

Q. Okay. So w i t h what I've been seeing here, now, 

up u n t i l t h i s p o i n t , e s p e c i a l l y t h i s Number 3 w e l l , t h a t 

drainage p a t t e r n could a f f e c t crossing t h a t lease l i n e , of 

what I see a t t h i s p o i n t ; i s t h a t c o r r e c t ? 

A. That's c o r r e c t . 

Q. Okay. I n f a c t , you would hope i t would, I would 

assume. But you are encroaching i t , nonethesame, and 

you're encroaching some acreage i n which you're an o f f s e t 

operator? 

A. Right. 

Q. That i n t u r n becomes the Catch-2 2 on a 
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n o t i f i c a t i o n s i t u a t i o n , because you're r e q u i r e d t o 

o f f s e t — n o t i f y y o u r s e l f , but y e t the s t a t u t e says we are 

t o p r o t e c t c o r r e l a t i v e r i g h t s . So t h a t ' s where the 

n o t i f i c a t i o n i n t h i s p a r t i c u l a r instance — and i t q u i t e 

f r a n k l y f a i l e d miserably i n the a d m i n i s t r a t i v e 

a p p l i c a t i o n s ; t h a t ' s why we're here a t t h i s p o i n t . 

A. Okay. 

Q. So when I look a t the — 

A. Yeah. 

Q. So when I look a t the n o t i f i c a t i o n w i t h — 

n o t i f i e d a l l the working i n t e r e s t . 

Now, I b e l i e v e your — Mr. Gray had mentioned, 

w i t h the exception of the u n i t — 

A. Yes. 

Q. — the w e l l t h a t ' s on — the w e l l l o c a t i o n on 

E x h i b i t 1 i n d i c a t e s t h a t t o be a l i t t l e b i t f u r t h e r away 

than what I thought, but... 

Have a l l the working i n t e r e s t s i n t h a t u n i t been 

n o t i f i e d , Mr. Bruce? I f you can get back w i t h me on t h a t ? 

Because a t t h i s p o i n t we've e l i m i n a t e d — we can't — We 

don't have a u n i t out there. So now we're a f f e c t i n g other 

o f f s e t s . 

You've already t o l d me t h a t you want t o d r i l l i n 

t h i s p a t t e r n because i t ' s less — e s s e n t i a l l y less than 40 

acres, and e s t a b l i s h some s o r t of p a t t e r n . So i t ' s — 
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You've got t o d r i l l i t i n t h i s — 

A. Right. 

Q. — i n t h i s p a r t i c u l a r form. 

A. Right, t o be c o n s i s t e n t . 

Q. And where those dots are f o r standard l o c a t i o n , 

when you go out there — and yeah, th e r e may be something 

t h e r e , but you can't move i t t o a standard l o c a t i o n — 

A. Right. 

Q. — because t h a t would take you o f f the p a t t e r n . 

So our r e a l reason out here, f o r a bunch of these 

— The topographic may be the reason you can't d r i l l a t 

t h a t p a r t i c u l a r p o i n t t h a t you want t o d r i l l , but the 

reason t h a t these are i s t o e s t a b l i s h t h a t p a t t e r n . Now 

we're g e t t i n g a c l e a r e r idea where we're a t and where we're 

going — 

A. Okay. 

Q. — and also, other a p p l i c a t i o n s t h a t come i n 

subsequent t o t h i s can r e f e r back t o the example you're 

g i v i n g me today. 

A. Yeah, but — 

Q. Now, we're i d e n t i f y i n g leases — 

A. Right. 

Q. — l i k e t h a t Well Number 6, you bet, t h a t one 

could be approved j u s t w i t h the i n f o r m a t i o n t h a t you have 

provided a t t h i s p o i n t . 
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A. Okay. 

Q. But I'm a l i t t l e r e l u c t a n t t o approve the others, 

because we need some more i n f o r m a t i o n on the drainage and 

where — the other p a r t i e s t h a t would be a f f e c t e d , and 

t h a t ' s the other working i n t e r e s t . 

And what set t h i s o f f from many others i s , q u i t e 

f r a n k l y , the sheer number as they were coming i n . This i s 

the reason why we are not only e s t a b l i s h i n g t h i s p a r t i c u l a r 

hearing — and I'm hoping t o go beyond j u s t the w e l l s i n 

which you're requesting today, but t h i s i n f o r m a t i o n t h a t 

you're p r o v i d i n g . And t h a t ' s the reason t h a t we need t o be 

c l e a r on t h a t , so t h a t then I can come back t o these 

e x h i b i t s and r e f e r t o your a d m i n i s t r a t i v e a p p l i c a t i o n — 

A. Right. 

Q. — and e l i m i n a t e any others — 

A. Any other questions. 

Q. — because we do have some t h a t ' s already 

pending. Hopefully, I could — w i t h t h i s i n f o r m a t i o n we 

can get i t going. 

A. Okay, appreciate i t . 

EXAMINER STOGNER: Okay. So w i t h t h a t , now, we 

know where our other two witnesses need t o go, because we 

have e s t a b l i s h e d t h a t there's some topographic problems and 

have t o — n o t i f i c a t i o n . 

I'm s t i l l not c l e a r on ov e r r i d e r o y a l t i e s . We 
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may want t o discuss t h a t , or h o p e f u l l y you can suggest 

something t o meet t h a t requirement i n your c l o s i n g 

statement, or perhaps i t ' s already been i d e n t i f i e d , Mr. 

Bruce. I ' l l leave t h a t up t o you a t the end of our 

testimony. 

I have no other questions of Mr. But t r o s s a t t h i s 

time. I'm q u i t e anxious t o hear the remaining witness. 

Mr. Bruce? 

GARY KUMP. 

the witness h e r e i n , a f t e r having been f i r s t d uly sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Would you please s t a t e your name and c i t y o f 

residence f o r the record? 

A. My name i s Gary Kump, K-u-m-p. I l i v e i n Edmond, 

Oklahoma. 

Q. Who do you work f o r ? 

A. I work f o r Devon energy Corporation as a senior 

r e s e r v o i r engineer. 

Q. Have you p r e v i o u s l y t e s t i f i e d before the 

Di v i s i o n ? 

A. No, I have not. 

Q. Would you please b r i e f l y s t a t e your educational 

and employment background f o r the Examiner? 
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A. I have a bachelor of science degree i n petroleum 

engineering from Montana School of Mines, which I received 

i n 1967. I have over 30 years of experience i n the o i l 

i n d u s t r y , p r i m a r i l y i n r e s e r v o i r engineering, and I've 

worked f o r several companies, both l a r g e and small, 

i n c l u d i n g S h e l l O i l Company, Marathon O i l Company, Hondo 

O i l and Gas, and Devon Energy Corporation. 

Q. Does your area of r e s p o n s i b i l i t y i n c l u d e the Red 

Lake Pool? 

A. Yes, I t does. 

Q. And are you f a m i l i a r w i t h the r e s e r v o i r matters 

p e r t a i n i n g t o t h i s A p p l i c a t i o n ? 

A. Yes, I am. 

MR. BRUCE: Mr. Examiner, I tender Mr. Kump as an 

expert r e s e r v o i r engineer. 

EXAMINER STOGNER: Mr. Kump i s so q u a l i f i e d . 

Q. (By Mr. Bruce) Mr. Kump, f i r s t r e f e r back t o 

E x h i b i t 1 and j u s t b r i e f l y discuss the geology of the Red 

Lake Grayburg Pool. 

A. Okay. The contours on E x h i b i t 1 represent the 

s t r u c t u r a l c o n f i g u r a t i o n of the San Andres f o r m a t i o n . The 

map shows an elongated s t r u c t u r a l nose t r e n d i n g from the 

northeast t o the southwest, g e n e r a l l y through the center of 

Devon's acreage. The high p a r t of the s t r u c t u r e i s located 

w i t h i n the West Red Lake U n i t , p r i m a r i l y i n Sections 7 and 
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8. 

Q. Okay. The pool i s j u s t p r e t t y much continuous 

across t h i s area from — what? Southwest t o northeast? 

A. Yes. 

Q. Okay. Let's discuss the reasons f o r your i n f i l l 

d r i l l i n g program and what these t y p i c a l w e l l s do i n t h i s 

area. And I would f i r s t r e f e r you t o your E x h i b i t 10. 

What can you t e l l me about t h a t e x h i b i t ? 

A. E x h i b i t 10 was prepared t o show the drainage 

e f f e c t s of w e l l i n t e r f e r e n c e between two c l o s e l y spaced 

w e l l s are minimal, the inference being t h a t the drainage 

areas are small and t h a t a w e l l i n an unorthodox l o c a t i o n 

would have minimal e f f e c t on the adjacent lease. 

Subsequent e x h i b i t s w i l l show t h a t an average 

w e l l out here i n Red Lake f i e l d may be d r a i n i n g less than 

15 acres. 

I ' l l r e f e r you t o the f i r s t w e l l on the t a b l e , 

West Red Lake U n i t Number 31. I t ' s located i n Section 9, 

U n i t C, Township 18 South, 27 East. This w e l l was 

completed i n March of 1962. I t had an i n i t i a l p o t e n t i a l of 

20 b a r r e l s of o i l per day. 

I n i t s f i r s t seven and a h a l f years of produc t i o n 

i t made 29,500 b a r r e l s of o i l . 

C u r r e n t l y the w e l l has made over 84,000 b a r r e l s , 

which i s an exceptional w e l l i n t h i s f i e l d , where, I ' l l 
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show i n another l a t e r e x h i b i t , the average i s probably 

around 47,000 b a r r e l s . 

The second w e l l on the l i s t , West Red Lake U n i t 

Number 34, also located i n Section 9, U n i t C, was 

d r i l l e d — or completed i n September, 1990, some 28 years 

a f t e r the completion of the West Red Lake U n i t Number 31. 

That w e l l was located 391 f e e t from the West Red Lake U n i t 

Number 31. I t s i n i t i a l p o t e n t i a l was 32 b a r r e l s of o i l per 

day, and i t s f u l l l i f e i s 7 1/2 years of pr o d u c t i o n . Over 

t h a t time p e r i o d i t has produced 25,800 b a r r e l s of o i l , a 

very s i m i l a r amount t o the o r i g i n a l w e l l , West Red Lake 

U n i t Number 31. I t appears t o be r e l a t i v e l y u n a f f e c t e d by 

West Red Lake U n i t Number 31 production. 

The next w e l l on the l i s t , the Jackson Number 1, 

was d r i l l e d i n December of 1958. I t ' s l o c a t e d i n Section 

7, U n i t M, 18 South, 27 East. That w e l l IP'd f o r 110 

b a r r e l s of o i l per day, and i t has made over i t s l i f e 

92,000 b a r r e l s of o i l . Again, an ex c e p t i o n a l w e l l . 

I n November of 1997 the Jackson Number 3, the 

l a s t w e l l on the l i s t , was d r i l l e d i n Section 7, also i n 

U n i t M, some 467 f e e t from the Jackson Number 1. The IP of 

the Jackson Number 3 i s very s i m i l a r t o the Jackson Number 

1. I t was 102 b a r r e l s a day, versus 110. There inference 

t h e r e , again, being t h a t the production from the Jackson 

Number 1 was — r e l a t i v e l y unaffected the drainage area of 
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the Jackson Number 3. 

Q. And again, Mr. Kump, these — The two o l d e r 

w e l l s , these are p r e t t y much exceptional w e l l s i n t h i s 

pool? 

A. Yeah. 

Q. They produce much more than the average well? 

A. And t h a t ' s why I chose them as — f o r t h i s 

e x h i b i t . 

Q. And even though they produce t h a t amount of o i l , 

you d r i l l a w e l l a few hundred f e e t away and there's — you 

can detect very l i t t l e , i f any, e f f e c t ? 

A. That's c o r r e c t . 

Q. Okay. Let's move on t o your E x h i b i t 11. What 

does t h a t show? 

A. E x h i b i t 11 was prepared t o show what the average 

reserves are f o r the w e l l s t h a t Devon has d r i l l e d since 

we've operated t h i s p roperty and developed t h i s area. 

Each of the colored curves i l l u s t r a t e s the 

average production performance of the w e l l -- the w e l l s on 

t h a t lease. 

There are s i x leases shown on here, f i v e of which 

— the e x c l u s i v e one being the West Red Lake U n i t — Hondo 

has developed over the l a s t one and a h a l f years. There's 

not a whole l o t of production h i s t o r y , less than a year and 

a h a l f of production h i s t o r y . 
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Y o u ' l l note t h a t the shape of these curves are 

a l l very s i m i l a r , a steep d e c l i n e i n i t i a l l y and then a 

f l a t t e n i n g out a f t e r month seven or so. 

The black curve on t h i s e x h i b i t represents the 

average production performance of a l l the w e l l s on a l l 

these leases, which i s about — i s 151 w e l l s . That black 

curve shows t h a t the f i r s t month production, the average i s 

50 b a r r e l s per day, second month 40 b a r r e l s , and so on. 

When I e x t r a p o l a t e t h i s h y p e r b o l i c type curve t o 

an economic l i m i t of three b a r r e l s per day, I get reserves 

of 47,000 b a r r e l s . So the average w e l l t h a t Devon has 

d r i l l e d out here has, we p r o j e c t , 47,000 b a r r e l s of 

reserves. 

Q. Are the w e l l s t h a t you've been d r i l l i n g 

r e c e n t l y — do they conform w i t h your reserve estimates? 

A. Yes, they do. 

Q. Would you move on t o E x h i b i t 12 and discuss t h a t ? 

A. On E x h i b i t 12 I've shown the same type curve, but 

the scale i s d i f f e r e n t here. I t ' s b a r r e l s per month r a t h e r 

than b a r r e l s per day. I t ' s e s s e n t i a l l y the same type curve 

as the average curve on the p r i o r e x h i b i t . 

O verlain on the type curve i s the pro d u c t i o n 

performance of the Hawk 8L Federal 6, one of the f i r s t 

w e l l s we d r i l l e d outside West Red Lake U n i t . You can see 

t h i s w e l l i s f o l l o w i n g along the type curve f a i r l y w e l l . 
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I n f a c t , d u r i n g the f i r s t 15 months the performance of the 

Hawk 8L 6 was 3000 b a r r e l s higher than the type curve would 

have p r o j e c t e d , because of the — I t ' s a l i t t l e higher 

i n i t i a l l y . But i t ' s back on t r a c k on the type curve and 

appears t o be f o l l o w i n g the type curve over the l a s t 

s e v eral months. 

Assuming t h a t t h i s w e l l would continue t o f o l l o w 

along the type curve i n i t s f u t u r e , I've p r o j e c t e d reserves 

of 47,000 b a r r e l s , plus the 3000 b a r r e l s i t had produced 

higher than — the f i r s t 15 months, than the type curve 

would have p r o j e c t e d . So I p r o j e c t e d 50,000 b a r r e l s of 

reserve f o r t h i s p a r t i c u l a r w e l l . 

Now, what I'm going t o show here, the next two 

e x h i b i t s , I'm going t o do a drainage-radius c a l c u l a t i o n f o r 

t h i s w e l l . That's where we're headed w i t h t h i s . 

Q. Go ahead, Mr. Kump. 

A. I f you look a t E x h i b i t 13 [ s i c ] , these are my 

c a l c u l a t i o n s from the open hole l o g on the Hawk 8L Federal 

Number 6. I've shown i n the depth column the depth of the 

zones t h a t have been p e r f o r a t e d , the net pay w i t h i n those 

p e r f o r a t e d zones, the average p o r o s i t y f o r each of those 

p e r f o r a t e d zones, the r e s i s t i v i t y — 

EXAMINER STOGNER: Which e x h i b i t ? 

THE WITNESS: T h i r t e e n . 

MR. BRUCE: Twelve, i t ' s a c t u a l l y 12. They've 
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been s t a p l e d together, Mr. Kump. 

THE WITNESS: Oh, I'm so r r y . 

EXAMINER STOGNER: Okay, so we're s t i l l on 12. 

This would be second — 

MR. BRUCE: Second and t h i r d pages. 

EXAMINER STOGNER: Okay. Okay, so we — I'm 

so r r y , are we on the same page? 

THE WITNESS: My f a u l t . 

EXAMINER STOGNER: Okay. I'm s o r r y , go ahead. 

THE WITNESS: Again, I'm showing my l o g 

c a l c u l a t i o n s on the w e l l t h a t we j u s t looked a t the 

pro d u c t i o n performance on. 

And the l a s t column i s water s a t u r a t i o n s . I've 

used the Archie equation shown a t the bottom, w i t h a 

measured water r e s i s t i v i t y of .04. 

At the very bottom where i t says " t o t a l " , I've 

shown t h a t t h i s w e l l has 95 f e e t of net pay. Average 

p o r o s i t y i s 6.5 percent, and average water s a t u r a t i o n i s 32 

percent. 

Q. (By Mr. Bruce) Go ahead. 

A. On the next e x h i b i t , I've taken those parameters 

from the p r i o r e x h i b i t s , p r o j e c t e d reserves of 50,000 

b a r r e l s , the net pay, p o r o s i t y , water s a t u r a t i o n from the 

log c a l c u l a t i o n s . 

I've c a l c u l a t e d formation volume f a c t o r based on 
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a GOR of 1000, which was the GOR of t h i s w e l l when i t 

o r i g i n a l l y IP'd. 

I've assumed a recovery f a c t o r of 15 percent f o r 

d e p l e t i o n d r i v e r e s e r v o i r . I should p o i n t out, t h a t ' s 

probably conservative. And i f i t i s any higher, the 

drainage r a d i u s , I would c a l c u l a t e , would be smaller. 

Using those parameters, I put them i n t o t he 

equation shown below, which i s the standard v o l u m e t r i c 

equation f o r an o i l w e l l . And I'm c a l c u l a t i n g f o r drainage 

— area of drainage r a d i u s . And t h a t area c a l c u l a t e s t o be 

14.3 acres or a radius of 445 f e e t . 

Q. And some w e l l s may be s l i g h t l y more than t h i s , 

and others may be less? 

A. Yes, t h i s i s the average. I'm t r y i n g t o t y p i f y 

the average, t y p i c a l w e l l . 

Q. Okay. So f o r the average — I f you take an 

average w e l l u n i t , you r e a l l y need two, maybe t h r e e w e l l s , 

t o d r a i n the e n t i r e 40 acres? 

A. That's c o r r e c t . 

Q. And unless you're extremely close t o another 

lease, there's r e a l l y l i t t l e or no e f f e c t on the o f f s e t s ? 

A. Correct. 

Q. Okay. Just d i g r e s s i n g f o r a moment, Mr. Kump, i f 

you have E x h i b i t 1 i n f r o n t of you, as Mr. Bu t t r o s s s a i d , 

you're i n v o l v e d i n a program t o d r i l l a couple of w e l l s per 
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40 acres i n t h i s area; i s t h a t correct? 

A. That's c o r r e c t . 

Q. So g e n e r a l l y , even i f there's an unorthodox 

l o c a t i o n w e l l o f f s e t t i n g one lease, you g e n e r a l l y have 

plans t o d r i l l a w e l l o f f s e t t i n g t h a t unorthodox l o c a t i o n 

w e l l i n many instances; i s t h a t c o r r e c t ? 

A. That's c o r r e c t . 

Q. Or there's already a producing w e l l on there? 

A. Correct. 

Q. Let's move t o your f i n a l e x h i b i t , E x h i b i t 13, 

which i s a map of the West Red Lake area. What does t h a t 

map show? 

A. This map shows the proposed w a t e r f l o o d p a t t e r n 

t h a t Devon w i l l expand t o , assuming t h a t the p i l o t f l o o d 

t h a t we've entered i n t o proves t h a t secondary recovery, 

secondary reserves, are economic. 

The dark blue t r i a n g l e s show the 18 i n j e c t o r s 

t h a t we are c u r r e n t l y i n j e c t i n g i n t o as p a r t of our p i l o t 

f l o o d . 

The t h i n g t h a t stands out f a i r l y d r a m a t i c a l l y i s 

t h a t these p a t t e r n s are very nonuniform, and — 

Q„ That's because of the unorthodox l o c a t i o n s w i t h i n 

the u n i t ? 

A. Yes. And t h i s — 

Q. Those l o c a t i o n s were r e q u i r e d by the Bureau of 
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Land Management? 

A. Yes. Devon had d r i l l e d approximately 30, 35 

w e l l s w i t h i n the u n i t since we had i t , and i t would have 

been t o our maximum b e n e f i t t o d r i l l those w e l l s on a 

uniform spacing, because we knew we were going t o put t h i s 

p i l o t f l o o d i n . 

But because of the topographic problems we're 

having, s i m i l a r t o the ones we're having on the w e l l s on 

the docket today, we weren't able t o do t h a t , and we ended 

up w i t h a p a t t e r n t h a t looks very skewed, l i k e you see on 

t h i s e x h i b i t . 

Q. Are the black dots on t h i s Grayburg or Grayburg-

San Andres wells? 

A. Not a l l the w e l l s are Grayburg-San Andres. 

Q. Okay. 

A. There are some Abo w e l l s and I t h i n k a few deeper 

w e l l s . 

Q. Okay. I n sh o r t , you'd r a t h e r have the orthodox 

l o c a t i o n s f o r your plans f o r waterflood? 

A. Yes, t h a t would be a more e f f i c i e n t w a t e r f l o o d , 

r e s u l t i n higher recovery, symmetric p a t t e r n s . 

Q. When d i d i n j e c t i o n s t a r t i n the Red Lake — West 

Red Lake Unit? 

A. The f i e l d was u n i t i z e d back i n the S i x t i e s , but 

the r e was not a p a t t e r n f l o o d i n s t a l l e d a t t h a t time. On 
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the west side of the u n i t there were, I t h i n k , seven w e l l s 

t h a t were i n j e c t e d i n t o i n a s o r t of a p e r i p h e r a l p a t t e r n , 

a very i n e f f i c i e n t p e r i p h e r a l p a t t e r n . There appeared t o 

be some f l a t t e n i n g of production, but no t r u e w a t e r f l o o d -

type response on t h a t wide-spaced i n j e c t i o n p a t t e r n . 

Q. When d i d — But you s t a r t e d i n j e c t i n g i n the u n i t 

about a year ago? 

A. I n our p i l o t f l o o d we s t a r t e d i n j e c t i n g on the 

east side of the u n i t , approximately a year ago. 

Q. Have you seen any response as of yet? 

A. We've seen some f l a t t e n i n g of the t o t a l u n i t 

p r o d u c t i o n curve and maybe some minor i n d i c a t i o n s of 

response on i n d i v i d u a l w e l l s , but there has been a 

f l a t t e n i n g of u n i t production i n t o t a l . 

I should p o i n t out t h a t we d i d n ' t convert a l l 18 

w e l l s a t once. Over the past year we've converted about 12 

of these w e l l s . The o r i g i n a l p a t t e r n c o n s i s t s of s i x w e l l s 

on the west side, and we've expanded t h a t over the past 

year. A l l 18 w e l l s haven't been i n j e c t e d over a year's 

p e r i o d . 

EXAMINER STOGNER: Which one were the six? 

THE WITNESS: 71; 74, which i s southwest of 71; 

47, southeast of 74; and 63, which i s northeast of 47; and 

36, which i s j u s t about due east of 63; and then j u s t south 

of t h a t one, number 26. 
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Q. (By Mr. Bruce) Mr. Kump, i n your o p i n i o n i s the 

g r a n t i n g of Devon's A p p l i c a t i o n i n the i n t e r e s t s of 

conservation, the prevention of waste and the p r o t e c t i o n of 

c o r r e l a t i v e r i g h t s ? 

A. Yes. 

Q. And were E x h i b i t s 10 through 13 prepared by you 

or under your d i r e c t i o n ? 

A. Yes. 

MR. BRUCE: Mr. Examiner, I would move the 

admission of Devon E x h i b i t s 10 through 13. 

EXAMINER STOGNER: E x h i b i t s 10 through 13 w i l l be 

admitted i n t o evidence a t t h i s time. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Now we're moving. 

Okay, i n r e f e r r i n g t o your three-page E x h i b i t 

Number 12, what radius would I see i f — assuming i t ' s 40-

acre drainage on a w e l l , would a l l your parameters remain 

the same? 

A. I ' d have t o c a l c u l a t e t h a t . 

Q. I used t o remember what i t was, but I can't 

remember. 

A. Oh, you mean j u s t a t y p i c a l 40-acre — 

Q. Yeah. 

A. Yeah. T y p i c a l l y , 40 acres, the ra d i u s would be 
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745 f e e t . 

Q. Okay. So even a t a standup l o c a t i o n , 745 f e e t , 

which you're allowed t o under r u l e of capture, would be 

allowed t o extend your i n f l u e n c e beyond the 3 3 0-foot 

radius? 

A. Your radius would be 415 f e e t beyond your u n i t . 

Q. So w i t h your c a l c u l a t i o n s , you're showing a 

rad i u s of about 445 f e e t , and t h a t ' s s t i l l w i t h i n some s o r t 

of a setback. So w i t h your i n f o r m a t i o n on t h i s Hawk 

Federal, which i s e s s e n t i a l l y a t y p i c a l w e l l — 

A. Yes. 

Q. Okay. 

A. S l i g h t l y b e t t e r . The t y p i c a l w e l l I showed you 

was 47,000, and t h a t was 50,000. 

Q. Okay, then the i n f l u e n c e on an o f f s e t acreage, 

t h e o r e t i c a l l y , would be no more than what would be allowed 

f o r standard l o c a t i o n f o r a very good 4 0-acre drainage? 

A. Right. 

EXAMINER STOGNER: Now — Now we're g e t t i n g 

places. Now we're — Okay. So we've got a working 

i n t e r e s t , we've addressed t h i s issue of drainage, we've 

es t a b l i s h e d t h a t a p a t t e r n i s needed i n t h i s area, and we 

don't have a wa t e r f l o o d , nor do we have a u n i t , so we have 

some s o r t of i n f l u e n c e here. 

This i s going t o be a very, very good foundation 
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f o r anything else we do out th e r e . You have given me 

something t o go by, because the a p p l i c a t i o n s I had, 

whenever I was g r i l l e d by my supervisors, I couldn't stand 

up f o r i t . Now I ' l l give something — I ' l l have something 

t o stand up f o r i t . 

I have no other questions of t h i s witness a t t h i s 

time. 

Have you got one more — 

MR. BRUCE: The only — I have one more witness. 

I d i d n ' t n e c e s s a r i l y — He's here t o answer questions more 

than anything else. He's a f i e l d supervisor f o r Devon. 

And he's on the ground, he can t e l l you r e a l l y e x a c t l y what 

i s out t h e r e , as f a r as — 

EXAMINER STOGNER: I ' l l t e l l you what, l e t ' s go 

ahead and b r i n g him up whi l e he's here, because I'm 

assuming t h a t t h i s gentleman has d e a l t w i t h Mr. Pool, or 

whoever the BLM re p r e s e n t a t i v e i s , and I'm going t o l e t you 

j u s t open up the questions t o him, those general questions, 

what k i n d of s t u f f you see. 

And q u i t e f r a n k l y , s i r , we have a new supervisor 

t h a t has worked i n the State t h a t has never had t o deal 

w i t h BLM problems, and I t h i n k t h i s k i n d of testimony would 

be b e n e f i c i a l t o l e t our new D i r e c t o r have an understanding 

of what an a c t u a l f i e l d person has t o put up w i t h — l e t me 

rephrase t h a t — of what concerns the BLM has whenever they 
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come out and get together. 

So. . . 

DANNY HOKETT. 

the witness h e r e i n , a f t e r having been f i r s t duly sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. With t h a t , would you please s t a t e your name f o r 

the record? 

A. Danny Hokett. 

Q. Where do you reside? 

A. I n A r t e s i a , New Mexico. 

Q. And who do you work f o r ? 

A. Devon Energy. 

Q. What's your job w i t h Devon? 

A. Foreman. 

Q. And are you responsible f o r d e a l i n g w i t h the BLM 

i n g e t t i n g your l o c a t i o n s approved, Devon's l o c a t i o n s 

approved — 

A. Yes. 

Q. — i n the Red Lake area? 

A. Yes, s i r . 

Q. I don't have any p a r t i c u l a r questions, Mr. 

Hokett, but perhaps I ' d open i t up t o the Examiner, and i f 

you have any comments based upon the topographic maps and 
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the a e r i a l photos we've shown t h a t Mr. B u t t r o s s discussed, 

perhaps you could give them, e s p e c i a l l y w i t h respect t o the 

— you know, almost abnormally high number of p i p e l i n e s out 

i n t h i s area — 

A. Yeah. 

Q. — and the draws and ev e r y t h i n g else. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Hokett, perhaps you can k i n d of g i v e us a 

l i t t l e b i t of an overlay, when a BLM f e d e r a l i n d i v i d u a l 

comes out. Do you have a plan, t h i s i s where we want t o 

d r i l l ? 

A. Well, t h e y ' l l stake the l o c a t i o n . I ' l l go out 

and look a t i t before the BLM gets t h e r e , and then I meet 

w i t h him and, you know, I've got a p r e t t y good idea what 

Barry Hunt wants before he ever gets t h e r e , and i f I know 

we can't d r i l l i t i n the bottom of a draw or something, 

I ' l l move i t t o where I t h i n k we can, and he might not 

agree w i t h t h a t , and I ' l l move i t a l i t t l e more. 

MR. BRUCE: I s Barry Hunt the main person you've 

been d e a l i n g w i t h — 

THE WITNESS: Yes. 

MR. BRUCE: — at the BLM? He's w i t h the BLM's 

Carlsbad o f f i c e ? 

THE WITNESS: Yes. 
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Q. (By Examiner Stogner) What other concerns 

besides draws does — 

A. P i p e l i n e s , l o t s of p i p e l i n e s . 

Q. How about other items i n t h i s p a r t i c u l a r area? 

Are they so much concerned about cut and f i l l ? 

A. Yes. 

Q. How about v i s u a l impact? 

A. Well, I don't know as a v i s u a l impact, much, 

but — 

area — 

Not l i k e i t would w i t h you being i n a p r i s t i n e 

A. No. 

Q. — say, west of Carlsbad area or something? 

How about concerns such as — l i k e the animals 

and p l a n t s i n t h i s area? 

A. There are r e a l l y no p l a n t s f o r sure, and the 

animals, there's r e a l l y no b i g concern t h e r e . 

Q. But they're mostly concerned about your — t h e i r 

surface c o n s t r a i n t s t h a t you're having t o deal w i t h — 

A. Right. 

Q. — whenever the BLM comes in? 

A. Yes, s i r . 

Q. What would the scenario be i f you put a stake 

somewhere and s a i d , I've got t o d r i l l here, and they 

disagreed w i t h i t . Would t h a t w e l l get d r i l l e d ? 
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A. Probably not. 

EXAMINER STOGNER: Okay. 

FURTHER EXAMINATION 

BY MR. BRUCE: 

Q. One other question, Mr. Hokett. We've mentioned 

a l i t t l e b i t about the Abo w e l l s out here. Who's the 

operator of those, p r i m a r i l y ? 

A. ARCO. 

Q. And do those w e l l l o c a t i o n s i n t e r f e r e w i t h some 

of your l o c a t i o n s ? 

A. Yes, some of these were staked r i g h t next t o an 

ARCO wellhead, you know, when we staked them. 

FURTHER EXAMINATION 

BY EXAMINER STOGNER: 

Q. Do you have t o be a minimum distance from the 

ARCO w e l l , wellheads? 

A. Well, yes, t o get a l o c a t i o n i n , you do. 

Q. But as f a r as the BLM i s concerned? They're not 

too concerned about that? 

A. I'm not sure about t h a t . 

Q. Okay. So we have a problem w i t h cut and f i l l — 

A. Yes. 

Q. — p i p e l i n e s , and then the draws. And the draws 

are f o r the — What? For the summer run and f o r the 

r u n o f f — 
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A. Yes. 

Q. — water r u n o f f ? 

Would you t y p i c a l l y say the BLM i s p r e t t y 

unbending about t h e i r l o c a t i o n ? 

A. Well, they've — T h e y ' l l give and take some, but 

those i s j u s t — you j u s t can't d r i l l one, you know, 

they — 

Q. Okay. 

A. -- they won't change them. Wherever there's a 

r e a l b i g c u t i n the land, t h e y ' l l . . . 

Q. Okay. Mr. Hokett, you have probably the worst 

job of a l l of us, and I appreciate you coming i n today and 

g i v i n g us t h a t l i t t l e r e n d i t i o n . 

A. Okay. 

EXAMINER STOGNER: You may be excused. 

I do have one more question, Mr. Bruce, and you 

have th r e e of your re p r e s e n t a t i v e s from Oklahoma. Does 

Devon have operations i n Oklahoma? 

MR. GRAY: Yes. 

MR. BUTTROSS: Yes. 

MR. KUMP: Yes. 

EXAMINER STOGNER: Which one of you t h r e e could 

probably answer an Oklahoma question, r e g u l a t o r y question? 

MR. GRAY: A r e g u l a t o r y question? 

EXAMINER STOGNER: Yeah. 
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MR. GRAY: I t ' s been a few years, but I might be 

able t o . 

EXAMINER STOGNER: Okay. What, i n s i m i l a r 

instances f o r an unorthodox l o c a t i o n — I don't know what 

they c a l l them t h e r e ; I guess i n Texas they c a l l them 

exception t o Rule 36. Are you f a m i l i a r w i t h g e t t i n g an 

unorthodox l o c a t i o n i n Oklahoma? 

MR. GRAY: (Nods) 

EXAMINER STOGNER: Okay. That's a yes, I assume? 

MR. GRAY: Yes. 

EXAMINER STOGNER: Okay. What are the 

n o t i f i c a t i o n requirements? 

MR. GRAY: They're p r e t t y s i m i l a r t o New 

Mexico — 

EXAMINER STOGNER: Okay, do — i s t h e r e — 

MR. GRAY: — as f a r as o f f s e t . I don't know i f 

i t reads o f f s e t operator, o f f s e t working i n t e r e s t owner. I 

don't remember s p e c i f i c a l l y , but i t ' s s i m i l a r t o — 

EXAMINER STOGNER: Let's take the scenario of an 

operator. I f the operator i s the same, i n other words, i f 

you're moving clos e r t o y o u r s e l f , i s t h e r e any other 

s t i p u l a t i o n i n the State of Oklahoma f o r n o t i f i c a t i o n ? 

MR. GRAY: Not t h a t I'm aware of. 

EXAMINER STOGNER: I have been t o l d — I haven't 

worked i n Oklahoma, y e t ; maybe I ' l l get some pr o p e r t y t h e r e 
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someday, whenever I have some r i c h uncles d i e . 

I was under the impression, or I've been t o l d 

before, t h a t i f you o f f s e t y o u r s e l f and you're moving 

c l o s e r t o y o u r s e l f , then you're r e q u i r e d t o n o t i f y working 

i n t e r e s t owners, those people t h a t are a p a r t y t o the 

o r i g i n a l w e l l t h a t you're moving clos e r t o . You don't --

You're not f a m i l i a r w i t h t h a t ? 

MR. GRAY: Well, i t ' s not t h a t I'm — I t ' s been 

about 12 years — 

EXAMINER STOGNER: Okay. 

MR. GRAY: — since I've done i t , so I can't 

r e a l l y c i t e the — 

EXAMINER STOGNER: Okay. 

MR. GRAY: — the r u l e . 

EXAMINER STOGNER: Mr. Bruce, can you e n l i g h t e n 

me any f u r t h e r — 

MR. BRUCE: Well, Mr. Examiner — 

EXAMINER STOGNER: — w i t h some c l o s i n g remarks? 

MR. BRUCE: — I t h i n k I ' d j u s t l i k e t o make a 

couple of comments. Obviously Devon's out here doing a 

heck of a l o t of d r i l l i n g , and they t h i n k not only the 

primary production but perhaps the f u t u r e — h o p e f u l l y the 

f u t u r e w a t e r f l o o d program would b e n e f i t everyone out here. 

When i t comes t o n o t i f i c a t i o n , you know, we have 

n o t i f i e d the o f f s e t s . Where — c e r t a i n l y Devon's w e l l s are 
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o f f s e t t i n g another operator, I mean, we t h i n k i t ' s the 

operator's o b l i g a t i o n , c e r t a i n l y f o r him s e l f and h i s 

ove r r i d e s and h i s r o y a l t y owners, t o look a f t e r t h a t . And 

t h e r e 1 s several instances here where you can see t h a t Yates 

or ARCO or A l t u r a have been n o t i f i e d , and we t h i n k i t ' s up 

t o them, and we t h i n k we've complied w i t h those 

requirements. 

I n other s i t u a t i o n s where Devon o f f s e t s i t s e l f , 

i n p a r t i c u l a r , i n the southeast quarter of Section 9, even 

though i t encroaches from one lease t o another, i t i s 

d r i l l i n g an o f f s e t t i n g w e l l . And so we t h i n k t h a t 

minimizes any e f f e c t i n the ov e r r i d e s , and the r o y a l t y and 

the working i n t e r e s t owners w i l l a l l get t h e i r s . 

I f t h e r e are one or two instances — and we could 

probably p i c k , you know, one or two out from the map where 

they are encroaching on themselves and they haven't given 

the n o t i c e t o the overr i d e s , what I ' d suggest as t o those 

one or two p a r t i c u l a r w e l l s , give n o t i c e t o the o v e r r i d e s , 

and i f you f e e l t h a t ' s necessary — I can only see about, 

maybe, one or two or three i n t h i s instance where t h a t 

would apply — and give them a chance t o o b j e c t . 

However, as Mr. Kump has t e s t i f i e d , the drainage 

areas are so small out here t h a t the e f f e c t i s n e g l i g i b l e 

on the o f f s e t s . C e r t a i n l y f o r f u t u r e a p p l i c a t i o n s , I t h i n k 

we've given some i n f o r m a t i o n here t h a t w i l l be u s e f u l i n 
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j u s t l o o k i n g a t — and you can see what Devon's plans are 

out here and what i t has i n mind. 

But except perhaps i n those one or two instances 

where they might o f f s e t a lease, one of t h e i r own leases, 

by 50 f e e t or 100 f e e t , I don't t h i n k n o t i c e t o the 

ove r r i d e s i s r e a l l y necessary, e s p e c i a l l y where Devon has 

plans t o d r i l l an o f f s e t w e l l anyway. 

EXAMINER STOGNER: I f y o u ' l l v e r i f y t h a t , Mr. 

Bruce, where t h a t does occur — 

MR. BRUCE: I ' l l do t h a t . 

EXAMINER STOGNER: — t h a t t h e r e indeed i s going 

t o be a t l e a s t the same number of o f f s e t w e l l s t h a t i n t h a t 

p r o r a t i o n u n i t , but i f not, then yes, I would l i k e t h a t . 

While we're along the same l i n e , because t h i s i s 

a case f i l e and a case number t h a t I t h i n k any subsequent 

a p p l i c a t i o n s a d m i n i s t r a t i v e l y f i l e d w i l l r e f e r back t o 

t h i s , because we've already covered a l o t of good 

i n f o r m a t i o n here, what I ' d l i k e t o see i n f u t u r e 

a p p l i c a t i o n s i s e s s e n t i a l l y what you've been showing i n the 

l a s t few. Make a map, a lease map, showing the lease i n 

which the w e l l i s on and where i t ' s moving c l o s e r t o . That 

w i l l t e l l you everything you want t o — and you can chip 

away from t h e i r requirements. 

Like t h a t w e l l i n Number 6, i n Section 6, t h a t 

Number 6 w e l l , you've answered the questions. Show me a 
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lease map. That could be done simultaneous t o the time I 

get i t . 

The others, as Mr. Bruce mentioned, when you're 

moving c l o s e r t o somebody, those are instances — and 

you're — I'm going t o , a t t h i s p o i n t , leave i t up t o your 

judgment on an a p p l i c a t i o n - b y - a p p l i c a t i o n basis. 

N a t u r a l l y , the clos e r you move t o i t , i f you're r i g h t t h e r e 

on t h a t l i n e , then you get ahold of those working 

i n t e r e s t s , i d e n t i f y them f i r s t , show t h a t i t i s a d i f f e r e n t 

lease, and the n o t i f y them. We're a heck of a l o t b e t t e r 

o f f from t h a t , and we can z i p those on through. 

Refer back t o t h i s case i n most instances, don't 

go out and take a e r i a l p i c t u r e s , but i f you've got them, 

those are nice too. 

A statement about the BLM, because you've already 

set a good foundation out from any other a p p l i c a t i o n . And 

what I can do on a l o t of these a p p l i c a t i o n s t h a t aren't 

covered i n t h i s p a r t i c u l a r case today, t h a t I know t h a t are 

pending, I've got something t o go on. 

And one of the main t h i n g s t h a t I l i k e i s t h a t 

lease map. And t h a t ' s what t h a t topographic map — t h a t 

t e l l s me — 

MR. BRUCE: E x h i b i t 4? 

EXAMINER STOGNER: I f I can get a — I ' l l t e l l 

you what, i f I can get a s i m i l a r map showing what those 
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leases are, a l o t l i k e something t h a t had been given t o me 

a couple years ago — I'm not going t o r e q u i r e i t i n t h i s 

case, but t h a t would sure be nice , f o r me t o r e f e r back t o 

i t any time and hang on the w a l l . 

I have no other questions a t t h i s time. 

But Mr. Bruce, i f you can i d e n t i f y those 

p a r t i c u l a r p r o r a t i o n u n i t s , I'm ready t o take t h i s one 

under advisement. 

MR. BRUCE: I ' l l do t h a t i n the next few days. 

EXAMINER STOGNER: Yeah, work w i t h me on t h a t i n 

the meantime, because i t ' s — we're going t o take a t l e a s t 

t h a t much time i n g e t t i n g the orders w r i t t e n . 

Gentlemen, I appreciate i t . Thank you very much. 

At t h i s time I ' l l take Case Number 11,9 66 under 

advisement. 

And w i t h t h a t , t h i s hearing i s adjourned. 

(Thereupon, these proceedings were concluded a t 

12:54 p.m.) 

* * * 
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