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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING CALLED BY ) 
THE OIL CONSERVATION DIVISION FOR THE ) 
PURPOSE OF CONSIDERING: ) CASE NO. 11,981 

) 
APPLICATION OF DEVON ENERGY CORPORATION ) 
(NEVADA) FOR LEASE COMMINGLING, ) 

EDDY COUNTY, NEW MEXICO ) ! ̂  R j Q | [\1 A L 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: MICHAEL E. STOGNER, Hearing Examiner 

J u l y 9th, 1998 

KO 

C7> 

Santa Fe, New Mexico co 

This matter came on f o r hearing before the New 

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

Hearing Examiner, on Thursday, J u l y 9th, 1998, a t the New 

Mexico Energy, Minerals and Nat u r a l Resources Department, 

Por t e r 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 

11:48 a.m.: 

EXAMINER STOGNER: At t h i s time I ' l l c a l l Case 

11,981, which i s the A p p l i c a t i o n of Devon Energy 

Corporation (Nevada) f o r lease commingling, Eddy County, 

New Mexico. 

At t h i s time I ' l l c a l l f o r appearances. 

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

rep r e s e n t i n g the Ap p l i c a n t . 

I have one witness. 

EXAMINER STOGNER: Any other appearances? 

Okay, w i l l the witness please stand, r a i s e your 

r i g h t hand? 

(Thereupon, the witness was sworn.) 

EXAMINER STOGNER: Mr. Bruce? 

MR. BRUCE: Mr. Examiner, i n t h i s case Devon 

Energy seeks a u t h o r i t y t o commingle pr o d u c t i o n from the Red 

Lake-Queen-Grayburg-San Andres Pool w i t h o u t having t o 

separately meter production from each w e l l , 

We are here today because working and 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 are not common i n the s i x leases i n v o l v e d 

i n t h i s case, and thus i t can't be done a d m i n i s t r a t i v e l y . 

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 

5 

DANIEL P. HOKETT. 

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. Mr. Hokett, w i l l you please s t a t e your f u l l name 

and c i t y of residence? 

A. Daniel P a t r i c k Hokett, and I'm from A r t e s i a , New 

Mexico. 

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

A. Devon Energy. I'm a production foreman. 

Q. Would you please b r i e f l y discuss your employment 

h i s t o r y i n the o i l business? 

A. I worked f o r Western Company f o r two years, I 

worked f o r Dekab Energy f o r 2 6 years, I've worked f o r Devon 

f o r f i v e years. 

Q. And as you sai d , you are the pr o d u c t i o n foreman 

f o r Devon i n t h i s area of New Mexico? 

A. Yes. 

Q. And i n p a r t i c u l a r , you supervise f i e l d operations 

i n t h i s west Red Lake f i e l d , do you not? 

A. Yes, s i r . 

Q. And are you f a m i l i a r w i t h t h i s A p p l i c a t i o n ? 

A. Yes. 

MR. BRUCE: Mr. Examiner, I ' d tender Mr. Hokett 

STEVEN T. BRENNER, CCR 
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as a p r a c t i c a l o i l and gas man. 

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

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

A. E x h i b i t 1 i s a land p l a t of the area f o r the s i x 

leases a f f e c t e d , and i t ' s i n c o l o r . The leases are 

numbered on the p l a t , and the w e l l s of the a f f e c t e d areas 

are also marked on the p l a t . 

Q. Okay, and what i s E x h i b i t 2, very b r i e f l y ? 

A. E x h i b i t 2 i s a l i s t of the i n t e r e s t owners i n the 

s i x leases. 

Q. Go ahead. 

A. This lease was prepared by Devon Energy D i v i s i o n , 

order f i l e s . 

MR. BRUCE: Mr. Examiner, on t h a t E x h i b i t 2 I've 

h i g h l i g h t e d t h r e e names, Nearburg E x p l o r a t i o n Company, 

L.L.C; Gretchen Nearburg; and Yates Petroleum Corporation. 

Those are the only t h r e e working i n t e r e s t owners other than 

Devon Energy. A l l of the other i n t e r e s t owners are 

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. (By Mr. Bruce) Okay, Mr. Hokett, these are a l l 

f e d e r a l leases, are they not? 

A. Yes. 

Q. Okay. Would you please i d e n t i f y E x h i b i t 3 and 

discuss Devon Energy's commingling proposal? 

A. E x h i b i t 3 discusses Devon's commingling proposal. 

STEVEN T. BRENNER, CCR 
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There was a sundry n o t i c e f i l e d w i t h the BLM re q u e s t i n g 

commingling. I t was approved by the BLM i n A p r i l . 

The f i r s t t h ree pages l i s t the leases and w e l l s 

i n v o l v e d , and page 4 i s a short d e s c r i p t i o n of the 

procedure. 

Page 5 i s a schematic of the process, and the 

b a t t e r y w i l l have a t e s t heater which w i l l t e s t each 

i n d i v i d u a l w e l l separately. The o i l w i l l be t e s t e d i n t o a 

measuring tank, a t e s t tank, and the gas w i l l be measured 

through an o r i f i c e meter. 

Q. How o f t e n w i l l each w e l l be tested? 

A. At l e a s t once a month. 

Q. W i l l t h i s procedure ac c u r a t e l y measure produc t i o n 

from each well? 

A. Yes. I n i t i a l l y , these w e l l s come i n 80 t o 100 

b a r r e l s a day, and t h e y ' l l have a sharp d e c l i n e , and 

t h e y ' l l s t a b i l i z e i n three t o fo u r — or fo u r t o f i v e 

months, a t 20 t o 25 b a r r e l s of o i l a day. 

As a r e s u l t , monthly t e s t s are accurate a l l o c a t e d 

p r o d u c t i o n f o r each w e l l . 

Q. Now, you say there's a f o u r - or five-month p e r i o d 

of sharp decline? 

A. Yes. 

Q. W i l l you t e s t these newer w e l l s more f r e q u e n t l y 

than once a month? 

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

Q. U n t i l the production s t a b i l i z e s ? 

A. Yes, s i r . 

Q. Okay. Does Devon have any experience w i t h lease 

commingling i n t h i s area? 

A. Yes. We have approximately a h a l f dozen 

commingle leases, f a c i l i t i e s i n the West Red Lake area and 

have had no problems w i t h them. 

Q. W i l l g r a n t i n g t h i s A p p l i c a t i o n r e s u l t i n cost 

savings? 

A. Yes, there w i l l be about s i x b a t t e r i e s t h a t we 

won't have t o b u i l d here a t a cost of approximately $80,000 

a b a t t e r y . 

Q. I n your op i n i o n , i s the g r a n t i n g of t h i 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. 

Q. And were E x h i b i t s 1 through 3 prepared or 

compiled from Devon's business records? 

A. Yes. 

MR. BRUCE: F i n a l l y , Mr. Examiner, E x h i b i t 4 i s 

my a f f i d a v i t of n o t i c e , showing t h a t n o t i c e was given t o 

the i n t e r e s t owners and contain a l l of the c e r t i f i e d 

r e c e i p t s , or ther e were several r e t u r n e d l e t t e r s . 

Mr. Examiner, a couple of t h i n g s t h a t need t o be 

STEVEN T. BRENNER, CCR 
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taken — f i r s t a comment. 

I n Cases 11,845, 11,846 and 11,847 t h e r e were 

s i m i l a r a p p l i c a t i o n s f i l e d by Devon i n t h i s same pool i n 

which lease commingling was approved, f u r t h e r t o the east 

from t h i s p a r t i c u l a r proposal. 

The other t h i n g I j u s t n o t i c e d , although the 

A p p l i c a t i o n sent out t o a l l of the i n t e r e s t owners 

c o r r e c t l y described a l l of the acreage and the leases, I 

b e l i e v e the proposed advertisement omitted one lease, and I 

don't o f f the top of my head know which one i t i s , but I 

would propose j u s t t o r e a d v e r t i s e the case f o r the August 

6th hearing t o take care of t h a t mistake. 

EXAMINER STOGNER: Okay. Say — Now, was the 

n o t i f i c a t i o n — 

MR. BRUCE: The n o t i f i c a t i o n , the mailed 

n o t i f i c a t i o n , was proper — 

EXAMINER STOGNER: Okay. 

MR. BRUCE: — but I bel i e v e when I submitted the 

proposed advertisement t o you, the — i t om i t t e d one of the 

leases from the advertisement. 

EXAMINER STOGNER: Well, l e t ' s go over those, 

because I count f i v e leases. How many leases are there? 

MR. BRUCE: Six. 

EXAMINER STOGNER: There's six? 

MR. BRUCE: Yeah. 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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EXAMINER STOGNER: Well, I count f i v e c o l o r s . 

MR. BRUCE: Those two green ones are d i f f e r e n t 

leases, Mr. Examiner. 

EXAMINER STOGNER: Oh, they're two shades of 

green. Okay. 

MR. BRUCE: Yeah. Or they should be two shades 

of green. 

EXAMINER STOGNER: Okay. Well, l e t ' s see. I've 

got the one f u r t h e s t over t o the east. I t looks l i k e an 

LC-049648-A, and I don't see t h a t one showing up. 

MR. BRUCE: Yeah, I be l i e v e t h a t ' s the one t h a t 

was omitted. 

EXAMINER STOGNER: Okay. And the other one over 

t o the west, the darker green back over t o the west, i s 

LC-060894. 

MR. BRUCE: 060894. 

EXAMINER STOGNER: 060894. Okay. Now, t h a t one 

d i d appear on the advertisement? 

MR. BRUCE: Yeah. 

EXAMINER STOGNER: Okay. Now, w i l l i t be 

necessary t o — You said the — The a c t u a l n o t i f i c a t i o n was 

cor r e c t ? 

MR. BRUCE: Was c o r r e c t . 

EXAMINER STOGNER: Okay. So w e ' l l need t o 

r e a d v e r t i s e and continue t h i s u n t i l August 6th. 

STEVEN T. BRENNER, CCR 
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MR. BRUCE: Yeah. 

EXAMINER STOGNER: And t h a t w i l l get us onto the 

next docket f o r the readvertisement. Okay. 

Okay, w e ' l l get w i t h Ms. Davidson and make t h a t 

proper change. 

Okay. I have a couple of questions here. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. How many w e l l s are the r e a c t u a l l y i n t h i s area, 

i n the s i x leases? How many cu r r e n t w e l l s are there? 

A. I'm not — Let's see. 

Q. Roughly. 

A. I t h i n k there's s i x r i g h t now. 

Q. There's s i x . And p o t e n t i a l — What's the maximum 

number t h a t Devon plans t o have? 

A. T h i r t y - — 32, I be l i e v e . 

Q. T h i r t y - t w o . And t h a t was the same c o n d i t i o n s 

t h a t were i n the previous cases which were mentioned, 

11,845, 11,846 and 11,847 was s i m i l a r i n t h i s w i t h — 

MR. BRUCE: They were s i m i l a r . 

Q. (By Examiner Stogner) Now, ther e w i l l be only 

one b a t t e r y — 

A. Yes. 

Q. — f o r the s i x leases? 

And where w i l l t h a t b a t t e r y be located? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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A. At Section 6. 

Q. Where a t i n Section 6? 

A. Let's see, I don't have the footages, but i t ' s 

t h e r e where the Malco Number 5 i s a t , the Malco "B" Number 

5. I t would be — 

Q. I s t h a t the dark one s o r t of i n the middle? 

MR. BRUCE: Yes, Mr. Examiner, U n i t G. 

EXAMINER STOGNER: Un i t G, okay, t h a t ' s where the 

b a t t e r y i s . Okay. 

Q. (By Examiner Stogner) Now, when t h i s area i s 

completely developed, how many — What w i l l be the tank 

capacity out there? 

A. We'll have, I b e l i e v e , f o u r 500 s t e e l tanks — 

Q. Okay. 

A. — and a 500 s t e e l t e s t tank. I t should be i n 

here. 

Q. Okay. Again, you were mentioning t h a t each w e l l 

w i l l have a monthly t e s t once s t a b i l i z e d r a t e s are 

obtained. What would be the r a t e of those t e s t s i n i t i a l l y 

f o r each well? 

A. About once a week. 

Q. Once a week. And when does s t a b i l i z a t i o n u s u a l l y 

occur? 

A. Four t o f i v e months. 

Q. Okay, what i s being done t o the produced water 

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 

13 

from these wells? 

A. I t ' s being t r a n s f e r r e d over t o West Red Lake t o 

dispose, a p i l o t f l o o d . 

Q. Now, water volume i s also t e s t e d ; i s t h a t 

c o r r e c t ? 

A. Yes. 

Q. Okay, so — 

A. There's t h a t t e s t heater, and we've got a 

H a l l i b u r t o n meter t o measure the water. 

Q. So t h a t can be r e f e r r e d or a t l e a s t documented 

back t o each w e l l . 

What i s the water r a t e out there on these wells? 

A. I t ' s probably s t a r t i n g o f f 400 b a r r e l s a day. I t 

w i l l drop o f f t o probably 100. 

Q. And what's the d i s p o s i t i o n of the gas? Who's 

t h a t being sent t o or — 

A. GBM. 

Q. And they've got a p i p e l i n e i n there? 

A. Yes. 

EXAMINER STOGNER: Any other questions of t h i s 

witness? 

MR. BRUCE: No, s i r . 

EXAMINER STOGNER: You may be excused. 

Anything f u r t h e r , Mr. Bruce? 

MR. BRUCE: Just one t h i n g . I would j u s t l i k e t o 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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note f o r the record t h a t Ernest C a r r o l l and James Haas of 

the Losey Carson f i r m i n A r t e s i a d i d enter an appearance on 

behalf of Jane Hudson Davis, Joan Hudson and Jonel — 

J-o-n-e-1 — Grasso Howard and requested copies of a l l 

pleadings, e t cetera. I w i l l submit t o them a copy of the 

e x h i b i t s used i n t h i s hearing. 

EXAMINER STOGNER: I don't have t h a t — Oh, i t ' s 

i n the case f i l e . 

Okay, thank you f o r t a k i n g care of t h a t , Mr. 

Bruce. 

Let's see, t h i s matter w i l l be continued and 

re a d v e r t i s e d f o r the August 6th hearing. At t h a t time i t 

w i l l be c a l l e d i f any a d d i t i o n a l testimony i s being 

r e q u i r e d or — and we can take i t a t t h a t time. 

With t h a t , l e t ' s take a recess u n t i l 1:30. We 

w i l l reconvene f o r the remaining cases. 

(Thereupon, these proceedings were concluded a t 

12:05 p.m.) 

* * * 

I 4*1 herebv certify that the fcrvgoing is 
« co••• • i • • e ;"£cei"c- eMhe prcvvj-.-dir^s In 
Hse trxarriiner hearing cf Case :4<i. J / W / > 
heard by me on 9vV 
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