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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: 

APPLICATION OF NADEL AND GUSSMAN 
PERMIAN, L.L.C., FOR COMPULSORY POOLING, 
CHAVES COUNTY, NEW MEXICO 

CASE NO. 13 ,309 

ORIGINAL 
REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: MICHAEL E. STOGNER, Hearing Examiner 

J u l y 22nd, 2004 

Santa Fe, New Mexico 

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, J u l y 22nd, 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. 

* * * 

Hon 
£>itve 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

9:05 a.m.: 

EXAMINER STOGNER: This hearing w i l l come t o 

order. At t h i s time I ' l l c a l l Case Number 13,309. This i s 

the A p p l i c a t i o n of Nadel and Gussman Permian, L.L.C, f o r 

compulsory p o o l i n g , Chaves County, New Mexico. 

C a l l f o r appearances. 

MR. FELDEWERT: Mr. Examiner, i f I may i n t e r r u p t 

one minute — 

EXAMINER STOGNER: Oh, I'm so r r y . 

MR. FELDEWERT: Before you go t o t h a t case, t h e 

l a s t page of the docket, page 5, i s Case Number 13,253, 

which i s t h e A p p l i c a t i o n of Yates Petroleum Corporation f o r 

an order a u t h o r i z i n g the d r i l l i n g of thr e e w e l l s i n the 

potash area. I have been informed t h a t t h a t case can now 

be dismissed. 

EXAMINER STOGNER: Okay, Case 13,253, which i s 

the A p p l i c a t i o n of Yates Petroleum Corporation f o r an order 

a u t h o r i z i n g the d r i l l i n g of three w e l l s i n the potash area, 

Eddy County, New Mexico, can now be dismissed. 

MR. FELDEWERT: thank you, Mr. Examiner. 

EXAMINER STOGNER: Thank you. 

For c l a r i f i c a t i o n on the record, i f I might, l e t 

me go back, and a t t h i s time I ' l l c a l l Case Number 13,309, 

which i s the A p p l i c a t i o n of Nadel and Gussman Permian, 
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L.L.C., f o r compulsory p o o l i n g , Chaves County, New Mexico. 

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 Applic a n t . I have one witness. 

EXAMINER STOGNER: Any other appearances? 

W i l l the witness please stand t o be sworn a t t h i s 

time? 

(Thereupon, the witness was sworn.) 

SAM H. JOLLIFFE. IV. 

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. My name i s Sam J o l l i f f e . 

Q. Could you s p e l l your l a s t name f o r the Examiner, 

please? 

A. Yes, J o l l i f f e . 

Q. Where do you reside? 

A. I n Midland, Texas. 

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

A. I work f o r Nadel and Gussman Permian, LLC, i n the 

cap a c i t y as land manager. 

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 landman? 
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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. 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. Yes, s i r . 

MR. BRUCE: Mr. Examiner, I ' d tender Mr. J o l l i f f e 

as an expert petroleum landman. 

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

Q. (By Mr. Bruce) Mr. J o l l i f f e , could you i d e n t i f y 

E x h i b i t 1 and describe b r i e f l y what Nadel and Gussman seeks 

i n t h i s case? 

A. Yes, 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 

west h a l f of Section 23, Township 7 South, Range 26 East. 

We seek an order p o o l i n g a l l mineral i n t e r e s t s from the 

surface t o the base of the Montoya u n d e r l y i n g the west h a l f 

of Section 23. The u n i t w i l l be dedicated t o the Quick 

Draw Federal Well Number 1, which w i l l be a t an approximate 

l o c a t i o n 990 f e e t from the n o r t h l i n e and 660 f e e t from the 

west l i n e . 

EXAMINER STOGNER: I'm so r r y , what was those 

footages again? 

THE WITNESS: 990 from n o r t h , 660 from the west. 

EXAMINER STOGNER: Thank you, s i r . 
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Q. (By Mr. Bruce) Do you seek t o pool any other 

w e l l u n i t s , other than 3 20-acre u n i t s ? 

A. Yes, we do, we also seek t o pool the northwest 

q u a r t e r of Section 23 f o r 160-acre u n i t s . 

Q. Mr. J o l l i f f e , on E x h i b i t 1, although i t ' s not 

shown on t h i s land p l a t , i t ' s b a s i c a l l y two t r a c t s , i s n ' t 

i t ? The northwest quarter and the southwest quarter? 

A. That's c o r r e c t , northwest q u a r t e r i s HBP f e d e r a l 

t r a c t , the southwest quarter i s fee. 

Q. What i n t e r e s t owners do you seek t o pool? And I 

r e f e r you t o E x h i b i t 2. 

A. Right, E x h i b i t 2, we seek t o pool everybody on 

th e r e except Campbell Investment Company, so we thereby 

seek t o pool Warren Resources; Pecos Production Company; 

Calto O i l Company; Robert Thornton; W i l l i a m D e r r i c k , 

Trustee; Gruy, L.L.C; John D. Cadigan; and C a r r i e Gray. 

Q. Okay. And i s Carrie Gray the only unleased 

m i n e r a l owner? 

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

Q. Okay. And so they c o l l e c t i v e l y own what, 

approximately 77 1/2 — w e l l , no — 

A. No, about — 

Q. — Campbell investment i s j o i n i n g i n , so — 

A. Right, they c o l l e c t i v e l y own about 52 percent. 

Q. Okay. Now, l e t ' s discuss your e f f o r t s t o o b t a i n 
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the v o l u n t a r y j o i n d e r of these i n t e r e s t owners. What are 

E x h i b i t s 3 and 4? 

A. Okay, E x h i b i t 3 i s our proposal l e t t e r t h a t went 

out May 18th, along w i t h the AFE. 

E x h i b i t 4 i s a k i n d of memorandum summary sheet I 

have done as t o conversations and/or correspondence w i t h 

the people we are seeking t o pool. 

Q. Okay. And w i t h o u t going through i t , a couple of 

t h i n g s . As t o the people you could l o c a t e , d i d you or a 

c o n t r a c t landman w i t h whom you worked have conversations 

w i t h these people? 

A. Yes, I have had — w i t h the people we were able 

t o l o c a t e , I have had a minimum of two conversations w i t h 

each p a r t y . 

Q. Okay. And again, Campbell Investment Company 

w i l l p a r t i c i p a t e w i t h 5 percent — 

A. Five percent and — 

Q. I t a c t u a l l y owns a l a r g e r i n t e r e s t , and the 

remainder i s being assigned — 

A. Assigned, term assignment — 

Q. — or farmed out — 

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

Q. Okay. Now, There was one p a r t y you mentioned, 

W i l l i a m D e r r i c k , Trustee, as unlocatable. What e f f o r t s 

were made t o l o c a t e Mr. Derrick? 

STEVEN T. BRENNER, CCR 
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A. We've t r i e d •— Of course we can't f i n d any phone 

l i s t i n g i n f o r m a t i o n f o r him, and we have also t r i e d the 

I n t e r n e t Search and j u s t couldn't f i n d i t . 

Q. Okay. And d i d any mailings t o him come back? 

A. Yes. 

Q. There was a l a s t known address? 

A. Right, r i g h t , i t d i d come back from E l Paso. 

Q. Okay. I n your opinion has Nadel and Gussman 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 5 and discuss the cost 

of the w e l l ? 

A. E x h i b i t 5 i s a copy of the AFE f o r the w e l l . The 

w e l l ' s proposed depth i s approximately 6400 f e e t . I t has 

an estimated dryhole cost of $507,756 and a completed w e l l 

cost of $294,435. 

Q. And i s t h i s cost i n l i n e w i t h the cost of other 

w e l l s d r i l l e d t o t h i s depth — 

A. Yes. 

Q. — i n t h i s area of New Mexico? 

A. Yes, s i r . 

Q. Does Nadel and Gussman request t h a t i t be 

designated operator of the well? 

A. Yes, we do. 

STEVEN T. BRENNER, CCR 
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Q. And do you have a recommendation f o r the amounts 

which should be paid f o r supervision and a d m i n i s t r a t i v e 

expenses? 

A. Yes, we do, we request $7000 a month f o r d r i l l i n g 

w e l l r a t e and $700 a month f o r producing w e l l r a t e . 

Q. And are these amounts equivalent t o those 

normally charged by Nadel and Gussman and other operators 

i n t h i s area f o r w e l l s of t h i s type? 

A. Yes. 

Q. Do you request t h a t the 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, s i r . 

Q. And does Nadel and Gussman request the maximum 

cost-plus-200-percent r i s k charge as against nonconsenting 

i n t e r e s t owners? 

A. Yes, we do. 

Q. And f i n a l l y , were a l l of the i n t e r e s t owners 

n o t i f i e d of t h i s hearing? 

A. Yes, E x h i b i t 6 i s an a f f i d a v i t of the n o t i c e . 

Q. And Mr. Examiner, I would not on t h e r e , the f i n a l 

page of E x h i b i t 6 was the m a i l i n g — no, second t o the l a s t 

page of E x h i b i t 6 i s a m a i l i n g t o W i l l i a m D e r r i c k , Trustee, 

and t h a t was refused. I don't know why, but t h a t ' s what 

the post o f f i c e wrote on the envelope. 

A. I also got the same t h i n g . I can't — Ours, when 

STEVEN T. BRENNER, CCR 
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i t came back i t sai d "attempted, not known" — 

Q. Okay — 

A. — whatever t h a t means. 

Q. — when you sent the proposal l e t t e r t o — 

A. Right. 

Q. Were E x h i b i t s 1 through 6 prepared by you or 

under your supervision or compiled from company business 

records? 

A. Yes, they were. 

Q. And i n your opinion i s the g r a n t i n g of Nadel and 

Gussman'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, s i r . 

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

of Nadel and Gussman E x h i b i t s 1 through 6. 

EXAMINER STOGNER: E x h i b i t s 1 through 6 w i l l be 

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

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. J o l l i f f e , I'm r e f e r r i n g now t o E x h i b i t Number 

1 — 

A. Okay. 

Q. — and the northwest q u a r t e r , as I understand 

i t — 

A. Yes. 

STEVEN T. BRENNER, CCR 
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Q. — i s a f e d e r a l lease — 

A. Right. 

Q. — and the southwest quarter i s a fee lease? 

A. Right, we've got several fee leases i n t h a t 

southwest q u a r t e r . 

Q. Okay. Now, you break out on E x h i b i t Number 2 

j u s t the west h a l f . Do you have a breakout on who i s t o be 

fo r c e pooled f o r the 160-acre northwest quarter? 

A. I t — I do not, but i t i s the same p a r t i e s , and I 

could t e l l you, Mr. Examiner, e x a c t l y — There was one 

a d d i t i o n a l p a r t y i n the northwest q u a r t e r t h a t d i d not own 

i n the southwest q u a r t e r , and we got a term assignment from 

him. He — a gentleman named B i l l W i l l a r d . We got 20 net 

acres from him, so t h a t d i d give us an i n t e r e s t i n t h a t 

northwest q u a r t e r . 

MR. BRUCE: Mr. J o l l i f f e , C a r r i e Gray, unleased 

min e r a l owner, she would not own i n the f e d e r a l t r a c t ? 

THE WITNESS: That i s c o r r e c t . The northwest 

q u a r t e r i s Pecos Production; Campbell Investment; Calto O i l 

Company; Robert Thornton; W i l l i a m D e r r i c k , Trustee; Gruy, 

L.L.C.; and John D. Cadigan. So p r e t t y much the same 

p a r t i e s . 

MR. BRUCE: Mr. Examiner, we could get a 

breakdown f o r you i f you'd l i k e t h a t . 

EXAMINER STOGNER: Why don't we supplement the 

STEVEN T. BRENNER, CCR 
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record w i t h t h a t a t a l a t e r date? I t h i n k t h a t would help 

a t l e a s t make the record c l e a r . 

Q. (By Examiner Stogner) Now, E x h i b i t Number 1 

doesn't show me the leases. What's the extent of t h a t 

f e d e r a l lease up i n the northwest quarter? I s i t j u s t w i t h 

the northwest q u a r t e r , or does i t also extend i n t o any 

other acreage? 

A. I t does extend i n t o other acreage. I t extends 

i n t o Sections 14 and the south h a l f of 15. 

Q. How about 23? Any more i n Section — 

A. Yes, i t also covers the northeast q u a r t e r of 23. 

Q. Okay. Now there's a — t h i s may be out of your 

l i n e of e x p e r t i s e , but there's a producing w e l l symbol over 

i n the northeast quarter. 

A. Right. I b e l i e v e , Mr. Stogner, t h a t i s an Abo 

w e l l which i s spaced on 160. 

Q. What's the s t a t u s of the APD? 

A. We have not f i l e d y e t . 

Q. Okay. Now, i s i t my understanding t h a t the n o r t h 

h a l f could c o n s i s t of a fee lease, s i n g l e fee lease? 

A. No, no, i t ' s a l l f e d e r a l . 

Q. I'm s o r r y , I thought — back up, l e t me rephrase 

t h a t — t h a t the n o r t h h a l f could c o n s i s t of a s i n g l e 

f e d e r a l lease? 

A. Yes, and I ' l l t e l l you what we have done. We 

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 

have even contacted the BLM i n Roswell, t he lady t h a t does 

the communitization agreements, and she s a i d we could do a 

communitization w i t h the northwest 23 Federal w i t h the fee 

i n t he southwest. We d i d run t h a t t r a p . 

Q. And what c o n s t i t u t e d her saying t h a t ? I t was my 

understanding i f you can form a spacing u n i t on f e d e r a l 

land using one s i n g l e lease — i n f a c t , I t h i n k t h a t ' s a 

r u l e , but th e r e would have t o be extenuating circumstances 

f o r a communitization agreement outside of t h a t t o e x i s t . 

A. Uh-huh. 

Q. Did she elaborate, or do you know? 

A. No, she d i d not elaborate, but we d i d g i v e her 

the s p e c i f i c lease and acreage. I n other words, we d i d n ' t 

t a l k t o her j u s t as a general p r i n c i p l e . We d i d g i v e her 

the s p e c i f i c t r a c t s and lease and t h a t k i n d of t h i n g . 

Q. Now, do you know i f there's any other e x i s t i n g 

producing w e l l s i n Section 23, other than the Abo? 

A. No, s i r , I'm almost sure there i s not. 

Q. When does Nadel and Gussman i n t e n d t o f i l e an 

APD? 

A. Very soon, very soon. We would probably l i k e — 

Of course, we know we'd have t o go through the p o o l i n g and 

do t h a t and go through those p a r t i c u l a r c l o cks. But we 

would l i k e t o d r i l l t h i s w e l l , I b e l i e v e , l a t e f a l l , 

probably before the f i r s t of the year. We t h i n k we've got 
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a r e a l good shot a t the Montoya i n t h e r e , and we'd sure 

l i k e t o get a f t e r i t , as w e l l as good Abo b a i l o u t . 

MR. BRUCE: Mr. Examiner, i f I may, you are 

c o r r e c t , t h e r e i s a f e d e r a l r e g u l a t i o n t h a t says something 

t o the e f f e c t t h a t i f a s i n g l e f e d e r a l lease can form a 

spacing u n i t under a p p l i c a b l e law, whether i t ' s f e d e r a l law 

or s t a t e law, t h a t should form the w e l l u n i t . But the BLM 

does have the d i s c r e t i o n t o grant exceptions t o t h a t , and 

they have i n the past. 

EXAMINER STOGNER: I t ' s my understanding t h a t 

they have granted those exceptions i n the past f o r 

g e o l o g i c a l purposes. That's my understanding. 

Now, t h i s i s the f i r s t time I have run across 

t h i s instance where — since we've had our r u l e change on 

compulsory p o o l i n g , where we used t o take g e o l o g i c a l 

evidence i n t o account. Now, t h i s i s an i n t e r e s t i n g 

s i t u a t i o n here t h a t I had voiced my concern e a r l i e r , but 

before the r u l e change. 

I'm going t o leave the record open i n t h i s 

instance, but I ' d l i k e some s o r t of w r i t t e n c o n f i r m a t i o n 

from Nadel and Gussman through you, w i t h the BLM, 

addressing t h i s — 

MR. BRUCE: Sure. 

EXAMINER STOGNER: — p a r t i c u l a r instance and 

what circumstances e x i s t t h a t I'm not p r i v y o f . That way 

STEVEN T. BRENNER, CCR 
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we can — One of the reasons I want t o do t h a t , I don't 

want the compulsory p o o l i n g order t o be taken i n t o the 

BLM, using t h a t as — e i t h e r as a — w e l l , here, we've 

already got approval, or i s t h a t the extenuating 

circumstances? I t h i n k there needs t o be some cooperation 

between us and the BLM, and t h i s — w e l l , some people saw 

i t as an unforeseen deal — 

MR. BRUCE: We'll take care of t h a t — 

EXAMINER STOGNER: — others w i t h i n t he D i v i s i o n 

d i d not, I being one of them. But I ' d l i k e some 

c o n f i r m a t i o n on t h a t . 

MR. BRUCE: We'll do t h a t . 

EXAMINER STOGNER: So I'm going t o leave the 

record open i n t h i s instance f o r t h a t . 

Q. (By Examiner Stogner) Are the r e any e x p i r i n g 

leases — 

A. No. 

Q. — t h a t we need t o be concerned w i t h a t t h i s 

p o i n t ? 

A. No, s i r . 

EXAMINER STOGNER: Okay. Do you have any other 

questions? 

MR. BRUCE: I have no f u r t h e r questions, Mr. 

Examiner. 

EXAMINER STOGNER: Okay. Anything else we need 
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t o cover i n t h i s instance? Did I make myself c l e a r , or do 

you — 

MR. BRUCE: Yes, yes. 

EXAMINER STOGNER: — have any a d d i t i o n a l t h i n g s 

t o address concerning t h i s matter? 

MR. BRUCE: I don't have anything f u r t h e r , but I 

understand what you are requesting, Mr. Examiner. 

EXAMINER STOGNER: Okay. I'm going t o leave the 

record open, l i k e I sa i d , i n t h i s instance, f o r t h a t 

a d d i t i o n a l i n f o r m a t i o n , and a t t h a t time I ' l l e i t h e r take 

i t under advisement, or i f I f e e l i t necessary t o reopen 

the case and t o address t h a t issue. 

And I'm assuming the BLM o f f i c e you're r e f e r r i n g 

t o i s the Roswell BLM — 

MR. BRUCE: Yes, s i r . 

EXAMINER STOGNER: — correct ? 

Q. (By Examiner Stogner) Do you remember the lady's 

name you referenced? 

A. Yes, s i r , I b e l i e v e , Mr. Examiner, i t was Mary 

Lou Ormseth. The c o n t r a c t landman t h a t works f o r me, t h a t 

helps me out, both communitization agreements, i s t h e one 

t h a t a c t u a l l y t a l k e d t o her. I b e l i e v e t h a t ' s who i t was. 

Q. Does she work f o r Armando Lopez or — 

A. I don't know i f she works w i t h or f o r Armando. 

She's the one we always send our f e d e r a l communitizations 
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t o f o r approval. 

EXAMINER STOGNER: Okay. I'm going t o leave the 

reco r d open, Mr. Bruce, and I ' l l l e t you handle t h a t . 

MR. BRUCE: Thank you, Mr. Examiner. 

EXAMINER STOGNER: Okay, thank you. 

THE WITNESS: Thank you. 

(Thereupon, these proceedings were concluded a t 

9:22 a.m.) 
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