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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: 

APPLICATIONS OF DEVON ENERGY 
CORPORATION (NEVADA) FOR LEASE 
COMMINGLING, EDDY COUNTY, NEW MEXICO 

CASE NOS. 
11,846 

and 11,847 
(Consolidated) 

ORIGINAL 
REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: DAVID R. CATANACH, Hearing E x a m i r ^ r ^ o 

September 4th, 1997 ,: 1 ' ]§oj 

Santa Fe, New Mexico Oil Oo^rv/v^r. niy-v. 

This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , DAVID R. CATANACH, 

Hearing Examiner, on Thursday, September 4 t h , 1997, a t the 

New Mexico Energy, Minerals and Nat u r a l 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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E X H I B I T S 

Ap p l i c a n t ' s I d e n t i f i e d Admitted 

E x h i b i t IA 6 9 
E x h i b i t 2A 6 9 
E x h i b i t 3A 7 9 
E x h i b i t 4A 8 9 

E x h i b i t IB 6 9 
E x h i b i t 2B 6 9 
E x h i b i t 3B 7 9 
E x h i b i t 4B 8 9 

E x h i b i t IC 6 9 
E x h i b i t 2C 6 9 
E x h i b i t 3C 7 9 
E x h i b i t 4C 8 9 
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Atto r n e y a t Law 
Legal Counsel t o the D i v i s i o n 
2040 South Pacheco 
Santa Fe, New Mexico 87505 

FOR THE APPLICANT: 

JAMES G. BRUCE, Attorney a t Law 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

11:05 a.m.: 

EXAMINER CATANACH: At t h i s time w e ' l l c a l l Case 

11,845. 

MR. CARROLL: 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. 

EXAMINER CATANACH: C a l l f o r appearances i n t h i s 

case. 

MR. BRUCE: Mr. Examiner, Jim Bruce from Santa 

Fe, r e p r e s e n t i n g the A p p l i c a n t . I have one witness. 

And a t t h i s time I ' d request t h a t the next two 

cases be consolidated w i t h t h i s f o r purposes of hearing. 

EXAMINER CATANACH: Okay, w e ' l l c a l l Case 11,846 

and 11,847. 

MR. CARROLL: Both those cases are captioned 

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. 

EXAMINER CATANACH: I ' l l c a l l f o r a d d i t i o n a l 

appearances i n any of these cases. 

W i l l the witness please stand t o be sworn in? 

(Thereupon, the witness was sworn.) 

MR. BRUCE: Mr. Examiner, when you're l o o k i n g a t 

the e x h i b i t s , there's four e x h i b i t s , IA, B and C; 2A, B and 

C; e t cetera. The A e x h i b i t s p e r t a i n t o Case 11,845; the B 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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e x h i b i t s , 11,846; and the C e x h i b i t s , Case 11,847. 

ERNEST L. BUTTROSS, JR., 

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 Ernest L. Bu t t r o s s , J r . 

Q. And where do you reside? 

A. I re s i d e i n Edmond, Oklahoma. 

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

A. I'm a petroleum engineer 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 petroleum engineer? 

A. Yes, I have. 

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

record? 

A. Yes. 

Q. And are you f a m i l i a r w i t h these t h r e e 

A p p l i c a t i o n s here today? 

A. Yes, I am. 

Q. And 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 

p r o d u c t i o n operations on these leases? 

A. Yes, i t does. 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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MR. BRUCE: Mr. Examiner, I tender Mr. Bu t t r o s s 

as an expert petroleum engineer. 

EXAMINER CATANACH: He i s so q u a l i f i e d . 

Q. (By Mr. Bruce) B r i e f l y , what i s t h a t Devon seeks 

i n these A p p l i c a t i o n s ? 

A. Devon seeks a u t h o r i t y t o commingle Red Lake 

Queen-Grayburg-San Andres production from c e r t a i n leases 

w i t h o u t having t o separately meter produ c t i o n from each 

w e l l . 

Q. Would you r e f e r t o the e x h i b i t s marked IA, IB and 

IC and b r i e f l y i d e n t i f y those f o r the Examiner? 

A. Yes. E x h i b i t s IA, IB and IC are land p l a t s o f \ 

the area, w i t h the a f f e c t e d leases shaded. The lease 

numbers are set f o r t h on the p l a t s . The w e l l s t h a t are 

a f f e c t e d are also marked on these p l a t s . 

Q. Okay. On E x h i b i t s IA and IB the t r a c t s are 

o u t l i n e d , and then on E x h i b i t IC the leases t h a t are of 

i n t e r e s t are the ones t h a t are colored i n ; i s t h a t c o r r e c t ? 

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

Q. Has Devon d r i l l e d a l l of these w e l l s which are 

a f f e c t e d by these A p p l i c a t i o n s ? 

A. A l l but three of the w e l l s have been d r i l l e d . 

Q. Let's move on. B r i e f l y , what are E x h i b i t s 2A, 2B 

and 2C? 

A. E x h i b i t s 2A, 2B and 2C c o n s i s t of copies of 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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Devon's D i v i s i o n Order sheets l i s t i n g the i n t e r e s t owners 

i n each lease. 

Devon i s the only working i n t e r e s t owner i n each 

lease except f o r leases LC-065478-B and NM-025604, where 

Devon and A l t u r a Energy each own one-half of the working 

i n t e r e s t . The remaining people are o v e r r i d e owners. 

These are a l l f e d e r a l leases, so the only r o y a l t y 

owner i s the USA. 

Q. And the reason we're here today i s because of 

these d i f f e r e n c e s i n o v e r r i d i n g r o y a l t y ownership which 

r e q u i r e t h i s hearing; i s t h a t c o r r e c t , Mr. Buttross? 

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

Q. Let's discuss your commingling pl a n . 

I f I could r e f e r you t o E x h i b i t s 3A, 3B and 3C, 

could you j u s t i d e n t i f y what those are and discuss how you 

plan t o measure production from each of the leases? 

A. Right. E x h i b i t s 3A, 3B and 3C l i s t the w e l l s and 

leases and shows each proposed b a t t e r y . The b a t t e r y w i l l 

have a t e s t t r e a t e r t o allow i n d i v i d u a l w e l l s t o be t e s t e d . 

The o i l w i l l be t e s t e d by measuring the o i l i n a 

t e s t tank. Gas w i l l be measured by means of an o r i f i c e 

meter. Plans are t o t e s t each w e l l at l e a s t once a month. 

Q. Okay. And these e x h i b i t s , E x h i b i t s 3A, 3B and 

3C, were submitted t o and approved by the Bureau o f Land 

Management? 

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

Q. The procedure t h a t you j u s t mentioned — And 

the r e i s a f l o w sheet attached t o each of these e x h i b i t s , 

i s t h e r e not? 

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

Q. I n your opinion w i l l t h i s procedure a c c u r a t e l y 

measure produc t i o n from each well? 

A. Yes, i t w i l l . 

Q. And w i l l 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 r e s u l t 

i n s u b s t a n t i a l cost savings t o the i n t e r e s t owners i n these 

wells? 

A. Yes. 

Q. Was n o t i c e of these A p p l i c a t i o n s sent t o the 

i n t e r e s t owners as re q u i r e d by D i v i s i o n rules? 

A. Yes. 

Q. And E x h i b i t s 4A, 4B and 4C are copies of your 

a f f i d a v i t s of notice? 

A. Yes. 

MR. BRUCE: Mr. Examiner, the c e r t i f i e d r e t u r n 

r e c e i p t s are a l l j u s t attached t o E x h i b i t 4C. There are 

q u i t e a few of them. And those c e r t i f i e d r e t u r n r e c e i p t s 

apply t o a l l the A p p l i c a t i o n s . I d i d n ' t s o r t them out by 

lease. 

Q. (By Mr. Bruce) Mr. Bu t t r o s s , i n your o p i n i o n 

w i l l t he g r a n t i n g of t h i s A p p l i c a t i o n be i n the i n t e r e s t s 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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of conservation and the prevention of waste? 

A- Yes, i t w i l l . 

Q. And were E x h i b i t s 1 through 4 prepared by you, 

under your d i r e c t i o n , or compiled from company business 

records? 

A. Yes, they were. 

MR. BRUCE: Mr. Examiner, I would tender f o r 

admission E x h i b i t s IA through 4C. 

EXAMINER CATANACH: E x h i b i t s IA through 4C w i l l 

be admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Bu t t r o s s , the leases t h a t we're t a l k i n g about 

on E x h i b i t IA are the ones o u t l i n e d i n black marker? 

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

Q. Okay. 

A. Each one — On each e x h i b i t , these are the 

separate b a t t e r i e s t h a t we're t a l k i n g about. 

Q. Now, some of these leases extend beyond the 

boundaries of the black marker. I s i t not your i n t e n t t o 

commingle the w e l l s outside t h a t area? 

A. W e l l , t h e s e a r e t h e o n l y w e l l s a t t h e moment t h a t 

we plan t o d r i l l on those leases. 

There could be some f u t u r e w e l l s , i f the lease 

extends outside t h i s area, t h a t may be commingled i n the 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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f u t u r e , but we haven't got any others d r i l l e d a t t h i s time. 

Q. Well, f o r instance, on E x h i b i t A i n the green 

p o r t i o n , there's Well Numbers 78, 72, 46. What are those 

w e l l s ? 

A. Those w e l l s are i n s i d e the West Red Lake U n i t . 

There's a w a t e r f l o o d u n i t j u s t t o the n o r t h t h a t those 

w e l l s are p a r t o f . So t h a t ' s — 

Q. So they're unaffected by t h i s — 

A. Right, t h a t would be unaffected. 

Q. A l l of these are f e d e r a l leases? 

A. Yes, s i r , they're a l l f e d e r a l leases. 

Q. On E x h i b i t IB we're t a l k i n g about the — again, 

the area o u t l i n e d — 

A. O u t l i n e d i n black, yes, s i r . 

Q. And on IC, the area we're t a l k i n g about are the 

a c t u a l colored leases? 

A. Right the colored leases only. 

Q. Okay, t h a t doesn't include the area t h a t ' s 

o u t l i n e d w i t h a red border? 

A. No, t h a t red border i s p a r t of t h a t West Red Lake 

U n i t t h a t I referenced e a r l i e r . 

Q. Okay, Devon i s the working i n t e r e s t owner of a l l 

of these leases, w i t h the exception of the two you c i t e d --

A. Right. 

Q. — i n which you're a partner w i t h A l t u r a ? 

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

Q. Okay. Now, w i t h i n each of these areas t o be 

commingled d i d you t e s t i f y t h a t there are d i f f e r e n c e s i n 

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? 

A. That's c o r r e c t , there are some d i f f e r e n c e s i n 

o v e r r i d i n g r o y a l t y owners. 

Q. I n each of these A p p l i c a t i o n s ? 

A. Yes, s i r . 

Q. Okay. That's why we had t o come t o hearing 

today? 

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

Q. What k i n d of production do these w e l l s t y p i c a l l y 

make? 

A. They — A f t e r i n i t i a l p o t e n t i a l , some of them 

w i l l p o t e n t i a l around 80 t o 100 b a r r e l s a day, but 

s t a b i l i z e d producing r a t e s are on the order of about 20, 25 

b a r r e l s a day. 

Q. Commingling w i l l r e s u l t i n , d i d you t e s t i f y , 

s u b s t a n t i a l savings? 

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

Q. Operating costs? 

A. Right. Separate tank b a t t e r i e s -- I f we had t o 

b u i l d a separate tank b a t t e r y f o r each lease, we'd be 

l o o k i n g a t an a d d i t i o n a l $8 0,000. 

Q. Are you s a t i s f i e d t h a t a monthly t e s t provides 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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enough accuracy t o a l l o c a t e production t o these leases? 

A. Yes, s i r . We'll t e s t them more o f t e n i f we can, 

i t ' s j u s t — We r o t a t e the w e l l s through the t e s t e r , and we 

should be able t o get more than one month of t e s t s , or one 

w e l l a month, but we're — our goal i s t o get a t l e a s t one 

w e l l t e s t e d each month, on each w e l l . 

Q. I s your production p r e t t y much s t a b l e i n these 

wells? 

A. Somewhat. I t ' s t y p i c a l . I t w i l l d e c l i n e a t — 

You know, there's a n a t u r a l d e c l i n e out here, a f t e r — 

I n i t i a l d e c l i n e i s f a i r l y steep, and then a f t e r about a 

f o u r - or five-month p e r i o d i t l e v e l s out a t a f a i r l y f l a t 

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

Q. Would you take t h a t i n t o account when you're 

t e s t i n g these w e l l s , maybe t e s t the newer w e l l s i n a more 

frequent time period? 

A. Right, we do. The newer ones, we t e s t them q u i t e 

r e g u l a r l y r i g h t a t f i r s t , u n t i l they s t a b i l i z e . 

Q. Has the BLM consented t o t h i s ? 

A. Yes, s i r , we have t h e i r approval. 

Q. And you've n o t i f i e d A l t u r a and a l l of the other 

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 i n t h e s e leases? 

A. That's c o r r e c t , we've n o t i f i e d a l l of them, and 

nobody's had any o b j e c t i o n or problem w i t h i t . 

EXAMINER CATANACH: Okay, I have no t h i n g f u r t h e r 

STEVEN T. BRENNER, CCR 
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of t h i s witness. 

MR. BRUCE: I have nothing f u r t h e r i n t h i s 

matter. 

EXAMINER CATANACH: There being nothing f u r t h e r , 

Case Numbers 11,845, 11,846 and 11,847 w i l l be taken under 

advisement. 

(Thereupon, these proceedings were concluded a t 

11:20 a.m.) 

* * * 

I do hereby certify that the foregoing is 
« cos^ieie rworo of ihe proceedings in 
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