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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 , DAVID R. CATANACH, 

Hearing Examiner, on Thursday, June 24th, 2004, a t the New 

Mexico Energy, Minerals and Natural Resources Department, 

1220 South Saint Francis Drive, Room 102, 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 

8:16 a.m.: 

EXAMINER CATANACH: And a t t h i s time I ' l l c a l l 

Case 13,281, the A p p l i c a t i o n of Samson Resources Company 

f o r compulsory p o o l i n g and approval of an unorthodox gas 

w e l l l o c a t i o n , Lea County, New Mexico. 

I ' l l c a l l f o r appearances i n t h i s case. 

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 two witnesses. 

EXAMINER CATANACH: Any a d d i t i o n a l appearances? 

MR. FELDEWERT: May i t please the Examiner, 

Michael Feldewert w i t h the Santa Fe o f f i c e of the law f i r m 

of Holland and Hart. 

I'm appearing on behalf of Pure Resources, L.P., 

and then separately appearing on behalf of a group of 

a f f e c t e d p a r t i e s , Edward R. Hudson Trusts Numbers 1, 2 and 

3; Edward R. Hudson, J r . ; Lindy's L i v i n g T r u s t ; and Delmar 

Hudson Lewis L i v i n g Trust. 

And I have no witnesses. 

EXAMINER CATANACH: Okay. Any a d d i t i o n a l 

appearances? 

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

(Thereupon, the witnesses were sworn.) 

STEVEN T. BRENNER, CCR 
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PEGGY KERR. 

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 

her 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? 

A. Peggy Kerr, Midland, Texas. 

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

A. Samson Resources, a d i s t r i c t landman. 

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 ? 

A. Yes. 

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

landman accepted as a matter of record? 

A. Yes. 

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 case? 

A. I am. 

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

an expert petroleum landman. 

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

Q. (By Mr. Bruce) Would you please i d e n t i f y E x h i b i t 

1 and describe what Samson seeks i n t h i s case? 

A. E x h i b i t 1 i s a land p l a t h i g h l i g h t i n g t he south 

STEVEN T. BRENNER, CCR 
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h a l f of Section 14, Township 20 South, Range 33 East, i n 

which i t describes a laydown 320-acre u n i t . 

Q. And what depths do you seek t o pool? 

A. From the surface t o the base of the Morrow. 

Q. And what i s the name of the w e l l , and where i s i t 

located? 

A. The name of the w e l l i s the Maverick 14 Federal 

Well Number 1, which i s located 1980 from the south l i n e 

and 1830 from the west l i n e of Section 14. 

Q. Could you i d e n t i f y E x h i b i t 2 and b r i e f l y discuss 

the i n t e r e s t ownership of the well? 

A. E x h i b i t 2 i s a l i s t of leases, along w i t h t he 

i n t e r e s t s of the p a r t i e s , according t o a t i t l e o p i n i o n , 

a l l o c a t i n g the working i n t e r e s t ownership before and a f t e r 

payout i n the Maverick 14 Federal Com Number 1. 

Q. Could you go down t h i s l i s t and note f o r the 

Examiner which p a r t i e s you seek t o f o r c e pool a t t h i s time? 

A. At t h i s time, Pure Resources, L.P.; Lindy L i v i n g 

T r u s t ; Edward Hudson Trust 1, 2 and 3; Delmar Hudson L i v i n g 

T r u s t , and t h a t i s the only one. I have made a deal w i t h 

one other t h a t was referenced, on the Edward R. Hudson 

Tru s t Number 4. 

Q. Okay, you've made a deal w i t h t h a t i n t e r e s t ? 

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

Q. Okay. Let's discuss your e f f o r t s t o o b t a i n the 

STEVEN T. BRENNER, CCR 
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v o l u n t a r y j o i n d e r of the i n t e r e s t owners. What does 

E x h i b i t 3 contain? 

A. E x h i b i t 3 are l e t t e r s submitted t o these p a r t i e s 

dated March 24th, i n d i c a t i n g our d e s i r e t o — Excuse me, 

the f i r s t l e t t e r i s March 24th, i n d i c a t i n g our d e s i r e t o 

farm out the lands from Pure Resources. 

The second l e t t e r i s an A p r i l 24th l e t t e r d a t i n g 

our proposal t o d r i l l the w e l l , sent c e r t i f i e d m a i l t o Pure 

Resources. 

May 4th l e t t e r dated — or sent c e r t i f i e d m a i l t o 

Lindy's L i v i n g T r u s t , again asking f o r p a r t i c i p a t i o n i n the 

w e l l . 

Q. And then the r e s t of the l e t t e r s , are they 

b a s i c a l l y the same, various dates — farmouts or proposing 

the w e l l t o the p a r t i e s ? 

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

Q. Now, i n a d d i t i o n t o these l e t t e r s , have t h e r e 

been numerous phone c a l l s between the p a r t i e s ? 

A. Numerous phone c a l l s . 

Q. Okay. And i n your o p i n i o n has Samson made a 

g o o d - f a i t h e f f o r t t o o b t a i n the v o l u n t a r y j o i n d e r of the 

i n t e r e s t owners i n the well? 

A. Yes. 

Q. Could you i d e n t i f y E x h i b i t 4 and discuss the cost 

of the w e l l ? 

STEVEN T. BRENNER, CCR 
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A. E x h i b i t 4 i s an AFE f o r the d r i l l i n g of the 

Maverick 14 Federal Com Number 1, reference the costs of 

the w e l l f o r a dryhole cost of $1,340,362, w i t h a completed 

w e l l cost of $2,189,352. 

Q. And i s t h i s cost i n l i n e w i t h t he cost o f other 

w e l l s d r i l l e d t o t h i s depth i n t h i s area of Lea County? 

A. Yes. 

Q. And does Samson request t h a t i t be designated 

operator of the well? 

A. Yes, we do. 

Q. Do you have a recommendation f o r the amounts 

which Samson should be paid f o r s u p e r v i s i o n and 

a d m i n i s t r a t i v e expenses? 

A. I do, $6500 a month f o r the d r i l l i n g w e l l and 

$650 a month f o r a producing w e l l . 

Q. And are these amounts equ i v a l e n t t o those 

normally charged by operators i n t h i s area f o r w e l l s of 

t h i s depth? 

A. Yes. 

Q. Do you request t h a t these r a t e s be adjusted 

p e r i o d i c a l l y as provided i n the COPAS accounting procedure? 

A. Yes. 

Q. And do you also request the maximum c o s t - p l u s -

200-percent penalty i n the event any i n t e r e s t owners w i l l 

not consent i n t h i s well? 

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 

9 

A. I do. 

Q. Were the p a r t i e s being pooled n o t i f i e d of t h i s 

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

A. Yes. 

Q. And i s t h a t shown on E x h i b i t 5? The a f f i d a v i t of 

n o t i c e . 

A. Yes. 

Q. Now, these w e l l s are a t an unorthodox l o c a t i o n . 

W i l l t he next witness t e s t i f y about the reasons f o r the 

unorthodox l o c a t i o n ? 

A. Yes. 

Q. Were E x h i b i t s 1 through 5 prepared by you or 

under your s u p e r v i s i o n or compiled from company business 

records? 

A. Yes. 

Q. And i n your opinion, i s the g r a n t i n g of Samson'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 

pr e v e n t i o n of waste? 

A. Yes. 

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

of Samson E x h i b i t s 1 through 5. 

EXAMINER CATANACH: E x h i b i t s 1 through 5 w i l l be 

admitted. 

Did you have any questions, Mr. Feldewert? 

MR. FELDEWERT: No, Mr. Examiner. 

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

BY EXAMINER CATANACH: 

Q. Ms. Kerr, your i n i t i a l l e t t e r t o most of these 

p a r t i e s occurred May 4t h ; i s t h a t c o r r e c t ? I'm s o r r y , i s 

t h a t — 

A. My i n i t i a l l e t t e r t o Pure Resources was a request 

f o r farmout on March 24th, but subsequent l e t t e r s were 

submitted i n d i c a t i n g our des i r e t o d r i l l a w e l l and asking 

f o r t h e i r p a r t i c i p a t i o n i n the w e l l . 

Q. And t h a t was dated when? 

A. That was dated A p r i l 24th. 

Q. Okay. As t o the other p a r t i e s , i t was l a t e r than 

t h a t , t h a t you sent out — 

A. I t was l a t e r than t h a t . Subsequent w e l l l e t t e r s 

were sent on May the 4th, a f t e r Samson received a d d i t i o n a l 

t i t l e i n f o r m a t i o n from the Hudson h e i r s as t o a l l o c a t i o n s 

of t h e i r i n t e r e s t among the f a m i l y members. 

Q. And those l e t t e r s were sent out May 4th? 

A. Yes, s i r . 

Q. And you've been i n contact w i t h the v a r i o u s 

Hudson p a r t i e s ? 

A. Yes, I have. 

Q. And do you a n t i c i p a t e them j o i n i n g ? 

A. I a n t i c i p a t e them j o i n i n g . We are working out 

some c o n d i t i o n s i n a j o i n t o perating agreement a t t h i s 

STEVEN T. BRENNER, CCR 
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time. 

Q. What about Pure, any idea? 

A. Pure w i l l not j o i n a t t h i s time. 

Q. I n o t i c e the Lindy's L i v i n g T rust and the Delmar. 

I s t h a t the same party? 

A. They're a t the same address; they are two 

d i f f e r e n t p a r t i e s — 

Q. They are a t the same address? 

A. — but a t the same address. 

EXAMINER CATANACH: Okay, t h a t ' s a l l I have. 

This witness may be excused. 

THE WITNESS: Thank you. 

RALPH WORTHINGTON. 

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 f o r the record? 

A. Ralph Worthington. 

Q. And who do you work f o r ? 

A. I work f o r Samson Resources. 

Q. What i s your j o b w i t h Samson? 

A. I am a senior g e o l o g i s t . 

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 ? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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A. No, I have not. 

Q. Could you please summarize your educational and 

employment background f o r the Examiner? 

A. I have a bachelor of science degree from the 

U n i v e r s i t y of Southern Colorado w i t h a major i n geology. I 

have a master of science degree from the U n i v e r s i t y of Iowa 

w i t h a major i n geology. I've worked p r i m a r i l y i n the 

Permian Basin f o r various o i l companies f o r over 20 years. 

Q. How long have you been w i t h Samson? 

A. About two and a h a l f years. 

Q. And does your area of r e s p o n s i b i l i t y a t Samson 

inc l u d e southeast New Mexico? 

A. Yes, i t does. 

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

i n v o l v e d i n t h i s case? 

A. Yes, I am. 

Q. And have you also been d e a l i n g w i t h c e r t a i n 

potash matters r e l a t e d t o the unorthodox l o c a t i o n ? 

A. Yes. 

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

Worthington as an expert petroleum g e o l o g i s t . 

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

MR. BRUCE: Mr. Examiner, before Mr. Worthington 

begins t e s t i f y i n g , t h i s w e l l would be w i t h i n t he — i t 

abuts the Teas-Pennsylvanian Gas Pool, which r e q u i r e s w e l l s 

STEVEN T. BRENNER, CCR 
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t o be no cl o s e r than 990 f e e t t o the outer boundary of the 

u n i t and no clo s e r than 330 f e e t t o a qu a r t e r q u a r t e r 

s e c t i o n l i n e . Obviously those are very r e s t r i c t i v e w e l l -

l o c a t i o n requirements. 

Q. (By Mr. Bruce) F i r s t of a l l , Mr. Worthington, 

t h i s w e l l i s i n the o i l - p o t a s h area, i s i t not? 

A. Yes, i t i s . 

Q. And have you been i n touch w i t h the BLM w i t h 

respect t o l o c a t i n g a w e l l on the south h a l f of Section 14? 

A. Yes, we have. 

Q. What do E x h i b i t s 6 and 7 show? 

A. E x h i b i t 6 i s a copy of an e-mail t h a t we received 

from Mr. Craig Cranston a t the BLM o f f i c e , who i s the 

potash person t h e r e , w i t h a l i s t of p o s s i b l e l o c a t i o n s t h a t 

we could have w i t h i n t h a t d r i l l i n g window i n Section 14. 

Q. Okay, and then on E x h i b i t 7 are those l o c a t i o n s 

d e p i c t e d , hand-depicted on there? 

A. Yes, they are, they're hand-drawn c i r c l e s on t h a t 

map. The shading on t h a t map represents the measured 

potash reserves — 

Q. Okay, so the — most of Section 14 i s i n measured 

potash reserves? 

A. Yes, i t i s . 

Q. And as a r e s u l t , l o c a t i o n s are r e s t r i c t e d by the 

BLM? 

STEVEN T. BRENNER, CCR 
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A. Yes. 

Q. Okay. Now, w i t h respect t o the unorthodox 

l o c a t i o n — Well, there's a couple other f e a t u r e s , but 

l e t ' s go i n t o the geology. Why would you r a t h e r remain i n 

the southeast quarter of Section 14 — excuse me, i n the 

southwest q u a r t e r of Section 14, than move over t o t h e east 

i n t he southeast quarter? 

A. Okay, I ' l l r e f e r t o E x h i b i t s — 

Q. — 8 and 9. 

A. — 8 and 9. E x h i b i t 8 would be the isopach map 

of t h e t o t a l sand w i t h i n the Morrow fo r m a t i o n . On t h e map 

i t s e l f , t he red o u t l i n e shows the boundaries of the Teas 

Pool. The green o u t l i n e shows the p r o r a t i o n u n i t 

associated w i t h the Maverick w e l l . The t r i a n g l e w i t h the 

c i r c l e i n i t shows the l o c a t i o n of our Maverick w e l l . 

A l l w e l l s are shown on the map, and those t h a t 

penetrated the Morrow formation i n d i c a t e the amount of sand 

w i t h i n the Morrow formation by the number adjacent t o t h a t 

w e l l . 

We are d i r e c t l y south of the McHaffey ARC w e l l , 

which was t h e discovery w e l l f o r the Teas-Penn f i e l d , one 

l o c a t i o n from one — n o r t h h a l f of the s e c t i o n t o the south 

h a l f . 

Our next p o i n t of c o n t r o l i s over a m i l e t o the 

south i n Section 23. The trendology t h a t I have mapped 

STEVEN T. BRENNER, CCR 
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here i n the Morrow shows t h a t we have a n o r t h e a s t -

southwest-trending sand, c o n t r o l l e d w i t h w e l l s down i n 

Section 28, productive w e l l s , and our t r e n d would connect 

those w e l l s i n Section 28 w i t h the McHaffey ARC w e l l i n 

Section 14. 

Sands i n the McHaffey ARC w e l l t e s t e d over 5 

m i l l i o n a day from the lower Morrow, the lower middle 

Morrow i n t e r v a l , and t h a t middle Morrow i n t e r v a l i s not 

present down t o the south i n the south h a l f of — or i n 

Section 23. So f o r t h a t reason, I t h i n k t r y i n g t o get as 

close as we can t o the McHaffey ARC w e l l i s the most 

f a v o r a b l e and d e s i r a b l e l o c a t i o n . 

Q. Okay. And under statewide r u l e s , the w e l l 

l o c a t i o n would be orthodox — 

A. Yes. 

Q. — would i t not? 

And I t h i n k o r i g i n a l l y , you had — the l o c a t i o n 

was 1980 f e e t from the south and west l i n e s ; i s t h a t 

c o r r e c t ? 

A. Yes, i t was, we picked a standard statewide r u l e 

l o c a t i o n w i t h o u t f i r s t c o n s u l t i n g the Teas-Penn f i e l d 

r u l e s , and t h a t was a 1980-1980 l o c a t i o n . I t was moved t o 

the west because of a county road. 

Q. Okay, so there are other topographic f e a t u r e s out 

t h e r e — 
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A. Yes. 

Q. — a t the w e l l locations? 

Mr. Worthington, were E x h i b i t s 6 through 9 

prepared by you or under your supervision? 

A. Yes. 

Q. And i n your opinion 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 

p r e v e n t i o n of waste? 

A. Yes, i t i s . 

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

of Samson E x h i b i t s 6 through 9. 

EXAMINER CATANACH: E x h i b i t s 6 through 9 w i l l be 

admitted. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Worthington, the w e l l i s i n the potash area? 

A. Yes, i t i s . 

Q. Were you re q u i r e d t o n o t i f y any potash companies? 

A. We contacted the BLM. We d i d contact a potash 

company, and I be l i e v e t h e r e are no a c t i v e potash leases 

being h e l d by the potash company a t t h i s time, so the BLM, 

I b e l i e v e , was the governing a u t h o r i t y on t h a t . 

Q. Okay. And you said the discovery w e l l f o r the 

pool was i n the n o r t h h a l f of Section 14? 

A. Yes, i t ' s the McHaffey ARC w e l l , and i f you're 
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l o o k i n g a t my isopach, i t ' s the w e l l the gas w e l l and o i l 

w e l l symbol t h e r e , w i t h the number 65 r i g h t below i t — 

Q. Okay. 

A. — t h a t i s the discovery w e l l . 

Q. And t h a t produced from the middle Morrow section? 

A. Yes, uh-huh. 

Q. Okay, and t h a t ' s the t a r g e t i n t h i s w e l l ? 

A. Yes, i t i s . 

Q. And moving t o the southeast q u a r t e r of Section 

14, you would get a r e d u c t i o n i n the sand t h i c k n e s s ; i s 

t h a t — 

A. I b e l i e v e so, yes. 

Q. So you want t o stay i n t h a t southwest quarter? 

A. Yes. 

Q. And you're r e a l l y , I guess — w e l l , under the — 

Do you know where Teas-Penn Pool is? 

A. According t o the OCD website, the boundaries are 

the n o r t h h a l f of 14, the west h a l f of 12 and a l l of 

Section 11 — 

Q. Okay. 

A. — and t h a t ' s the area I've o u t l i n e d t h e r e i n the 

dashed l i n e , red dashed l i n e . 

Q. Okay. Who operates the n o r t h h a l f of Section 14? 

A. That i s not a c u r r e n t l y producing Morrow gas 

w e l l . That w e l l has been recompleted i n the Bone Spring 
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for m a t i o n , and I b e l i e v e M e r i t i s the operator of t h a t 

w e l l . 

EXAMINER CATANACH: Mr. Bruce, pursuant t o the 

unorthodox l o c a t i o n , i s there any n o t i c e required? 

MR. BRUCE: Mr. Examiner, I f o r g o t t o ask Ms. 

Kerr t h e question, and we can drag her back up here, but 

the i n t e r e s t owners i n the n o r t h h a l f are the same as the 

i n t e r e s t owners i n the south h a l f , so everybody has 

received n o t i c e of the unorthodox l o c a t i o n . 

EXAMINER CATANACH: Okay, we don't need her t o 

get back up. 

Q. (By Examiner Catanach) And i s t h a t Morrow 

s e c t i o n the only t a r g e t i n the well? 

A. No, i t i s not. 

Q. Pardon me? 

A. No, i t i s not. The Bone Spring f o r m a t i o n i s also 

a secondary o b j e c t i v e . And again, the c l o s e s t producing 

w e l l from the Bone Spring formation i s the McHaffey Arc 

w e l l . 

Q. Now, was the w e l l staked before you guys r e a l i z e d 

what the pool r u l e s were, or why couldn't you conform t o 

the 990 setback? 

A. Okay, I bel i e v e the w e l l was staked before we 

knew what the f i e l d r u l e s were, and the — a couple of 

reasons management would p r e f e r t o move c l o s e r t o the w e l l , 

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 

19 

not away from i t , the 990 setback would r e q u i r e us t o move 

f u r t h e r away. Secondly, the potash r e s t r i c t i o n s would not 

al l o w us t o move f u r t h e r away from t h a t w e l l . 

Q. Okay, BLM t o l d you t h a t , t h a t they wouldn't l e t 

you move f u r t h e r south? 

A. Yes. 

EXAMINER CATANACH: That's a l l I have, Mr. 

Bruce. Anything f u r t h e r ? 

MR. BRUCE: I have nothing f u r t h e r , Mr. Examiner 

EXAMINER CATANACH: A l l r i g h t . Did you have 

anything e l s e , Mr. Feldewert? 

MR. FELDEWERT: No, Mr. Examiner, thank you. 

EXAMINER CATANACH: Okay. There being n o t h i n g 

f u r t h e r , Case 13,281 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

8:38 a.m.) 

* * * 

I <4® hereby certify that the foregoing ie 
a complete record of the proceedings in , 
the fcxft-" iner hearing of Case No. /3±3^< 
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