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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 SAMSON RESOURCES COMPANY 
FOR COMPULSORY POOLING AND APPROVAL OF 
AN UNORTHODOX GAS WELL LOCATION, LEA 
COUNTY, NEW MEXICO 

CASE NO. 13 ,207 

ORIGINAL 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: MICHAEL E. STOGNER, Hearing Examiner ^EB 5 

Oil Cojise^ . 

January 22nd, 2004 * * ° s - St. w f n S , ' ° n 

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, January 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. 

* * * 
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FOR THE APPLICANT: 

JAMES G. BRUCE 
Attorney a t Law 
P.O. Box 1056 
Santa Fe, New Mexico 87504 

* * * 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

10:05 a.m.: 

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

Number 13,207, which i s the A p p l i c a t i o n of Samson Resources 

Company f o r compulsory poo 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. 

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 Appli c a n t . I have one witness t o be 

sworn. 

EXAMINER STOGNER: Any other appearances? 

Witness standing t o be sworn. 

(Thereupon, the witness was sworn.) 

EXAMINER STOGNER: Mr. Bruce, i s t h i s a 

compulsory p o o l i n g case? 

MR. BRUCE: Yes, s i r . 

EXAMINER STOGNER: I s i t one t h a t ' s gone awry? 

Have we reopened i t , or i s t h i s a — 

MR. BRUCE: No — 

EXAMINER STOGNER: — new — i s t h i s a novel one 

t h a t we have heard today? 

MR. BRUCE: This i s a novel one, yes. 

EXAMINER STOGNER: Well, good, okay. 

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 f o r the record? 

A. Peggy Kerr. 

Q. And where do you reside? 

A. Midland, Texas. 

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

A. I work f o r Samson Resources Company as 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. I have not. 

Q. Could you please summarize your educational and 

employment background f o r the Examiner? 

A. I have a degree and I'm a 20-year c e r t i f i e d 

p r o f e s s i o n a l landman, w i t h the m a j o r i t y of my work being 

associated w i t h a major company. 

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

A. Two years. 

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

in c l u d e southeast New Mexico? 

A. I t does. 

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

Q. Do you have any other awards you'd l i k e t o . . . 

A. Not a t t h i s time, thank you. 

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

expert petroleum landman. 

EXAMINER STOGNER: Ms. Kerr, you s a i d you have 

a — 

THE WITNESS: Oh, please. 

EXAMINER STOGNER: — degree. What degree i s i t 

in? 

THE WITNESS: I have a teaching degree. 

EXAMINER STOGNER: Teaching degree, okay. 

MR. BRUCE: I tender Ms. Kerr as an expert 

landman. 

EXAMINER STOGNER: So q u a l i f i e d . 

Q. (By Mr. Bruce) Ms. Kerr, can you i d e n t i f y 

E x h i b i t 1 and j u s t b r i e f l y t e l l the Examiner what you seek 

t o pool today? 

A. E x h i b i t 1 i s a Midland map showing a 32 0-acre 

spacing u n i t f o r our w e l l , known as the Bandit Number 1, 

loca t e d i n Township 20, Range 33, t h a t would be the n o r t h 

h a l f of Section 15. 

Q. And t h i s w e l l w i l l be d r i l l e d t o a depth t o t e s t 

STEVEN T. BRENNER, CCR 
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the Morrow formation? 

A. That's c o r r e c t , 14,000 f e e t . 

Q. Okay. What i s the w e l l ' s l o c a t i o n ? 

A. 'TKe1^^ 

.noj^t^Lin^^ 

Q. Are w e l l l o c a t i o n s r e s t r i c t e d i n t h i s section? 

A. Yes. 

Q. And f o r what reason? 

A. Potash r e s t r i c t i o n s . 

Q. Okay. So was t h i s the only l o c a t i o n t h a t — I s 

t h i s f e d e r a l land? 

A. Yes. 

Q. And i s t h i s the l o c a t i o n t h a t the BLM would g i v e 

you f o r a potash area? 

A. Yes. 

MR. BRUCE: Okay. Mr. Examiner, I made copies of 

the p e r t i n e n t pool r u l e s I found. This l o c a t i o n i s — 

would be orthodox under the statewide r u l e s , but i t * s 

w i t h i n the undesignated — i t ' s a mil e from the Quail 

Ridge-Morrow Gas Pool, which the n o r t h h a l f of Section 13 

i s i n t h a t pool. And then i t ' s also — the n o r t h h a l f of 

14 i s the Teas-Penn Gas Pool. I've given you the pool 

r u l e s f o r both of those. 

And the Quail Ridge-Morrow Pool r u l e s are the o l d 

1980 f e e t from the end boundary and 660 f e e t from the side 

STEVEN T. BRENNER, CCR 
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boundary. And the Teas-Penn Pool r u l e s , I t h i n k there's 

something k i n d of odd here, but they are 990 f e e t from the 

outer boundary of a q u a r t e r - q u a r t e r s e c t i o n and no nearer 

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

seems k i n d of odd, because i t r e s t r i c t s — severely 

r e s t r i c t s the w e l l l o c a t i o n s . 

But nonetheless, t h a t i s why the l o c a t i o n i s 

unorthodox, due t o these two pool r u l e s . 

Q. (By Mr. Bruce) What i s E x h i b i t 2, Ms. Kerr? 

A. E x h i b i t 2 i s n o t i f i c a t i o n f o r the working 

i n t e r e s t owners f o r an unorthodox l o c a t i o n . 

Q. And were a l l working i n t e r e s t owners i n — Well, 

take a step back. There aren't any e x i s t i n g o f f s e t 

Pennsylvania producers, are t h e r e , t o t h i s w e ll? 

A. Not c u r r e n t l y , yes. 

Q. Okay, so Samson had t o n o t i f y the o f f s e t working 

i n t e r e s t owners i n a l l proposed — p o s s i b l e o f f s e t t i n g 

u n i t s ? 

A. Correct. 

Q. Okay, so t h a t would be the northeast q u a r t e r and 

the south h a l f of Section 10, the northwest q u a r t e r and 

south h a l f of 11, and then the n o r t h h a l f and southwest 

q u a r t e r — excuse me, the northwest q u a r t e r and south h a l f 

of Section 11 and the n o r t h h a l f and southwest q u a r t e r of 

Section 14? 

STEVEN T. BRENNER, CCR 
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A. Correct. 

Q. And t h i s E x h i b i t 2 l i s t s a l l of those i n t e r e s t 

owners? 

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

Q. I n the Morrow — or — yes, i n the Pennsylvanian 

for m a t i o n . 

What i s E x h i b i t 3? 

A. E x h i b i t 3 i s a l e t t e r we received from Nearburg 

E x p l o r a t i o n Company s t a t i n g t h a t they had no o b j e c t i o n s t o 

the unorthodox l o c a t i o n . 

Q. Okay. Have you received any o b j e c t i o n from any 

of the other o f f s e t s ? 

A. No. 

Q. Now, r e f e r r i n g t o your E x h i b i t 4, who do you seek 

t o pool? 

A. I seek t o pool two i n t e r e s t owners: a Mr. Todd 

Upson out of Garland, Texas, who would have a working 

i n t e r e s t i n my u n i t of 2.08 percent; and a Pure Energy 

Group out of San Antonio, who would have 6.25; and I have 

made a deal w i t h the t h i r d p a r t y t h a t ' s l i s t e d on t h e r e , 

which i s Chisos, L i m i t e d , so I need t o d e l e t e t h a t name. 

Q. Okay, so you're not seeking t o pool Chisos, 

Limited? 

A. Correct. 

Q. Okay. Could you i d e n t i f y your E x h i b i t 5 and j u s t 

STEVEN T. BRENNER, CCR 
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b r i e f l y discuss your contacts w i t h the i n t e r e s t owners i n 

your attempt t o get them t o v o l u n t a r i l y j o i n i n the well? 

A. E x h i b i t 5 i s a l e t t e r t h a t was dated November 

24th, 2003, t o a Mr. Larry Cochran a t Pure Energy Group out 

of San Antonio, asking f o r t h e i r c o n t r i b u t i o n t o e i t h e r 

p a r t i c i p a t e i n a w e l l or t h e i r e l e c t i o n t o farm out t h e i r 

i n t e r e s t . 

Q. And was s i m i l a r correspondence sent t o Mr. Upson? 

A. S i m i l a r correspondence was sent t o Mr. Upson. 

Q. Have you also had telephone conferences w i t h 

these people? 

A. I have. 

Q. And a t t h i s p o i n t , they have not y e t decided 

whether or not t o j o i n i n the well? 

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

Q. You have not received — 

A. They have been t o l d of the deadline. 

Q. Okay. I n your opinion, has Samson made a good-

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 these two 

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

A. Yes. 

Q. Now, l e t ' s take a step back. There's these t h r e e 

i n t e r e s t owners i n Samson. Are there other i n t e r e s t owners 

i n the w e l l ? 

A. Yes. 

STEVEN T. BRENNER, CCR 
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Q. Okay, and you have come t o terms w i t h those other 

i n t e r e s t owners? 

A. Yes. 

Q. Okay. Would you move on t o your E x h i b i t 6 and 

discuss the cost of t h i s well? 

A. This i s an a u t h o r i t y f o r expenditure prepared by 

Samson, which i n d i c a t e s t h a t the dryhole cost f o r t h i s w e l l 

would be approximately $1.3 m i l l i o n , w i t h a completed w e l l 

cost of $2.1 m i l l i o n . 

Q. What i s the approximate depth of t h i s w e l l ? 

A. 14,000 f e e t . 

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 i n t h i s area of Lea County? 

A. Yes, i t i s . 

Q. Does Samson request t h a t i t be designated 

operator of the well? 

A. Yes. 

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

which Samson should be paid f o r su 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. Yes. 

Q. And what are those, d r i l l i n g and producing? 

A. D r i l l i n g would be $6000 and producing would be 

$650 a month. 

Q. And are these amounts equivalent t o those 

STEVEN T. BRENNER, CCR 
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normally charged by Samson and other operators i n t h i s area 

f o r w e l l s a t t h i s depth? 

A. Yes. 

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

p e r i o d i c a l l y under the COPAS accounting procedure? 

A. Yes. 

Q. And does Samson request t h a t the maximum cost 

pl u s 200 percent r i s k charge be assessed against any 

nonconsenting i n t e r e s t owners? 

A. Yes. 

Q. Were the pooled p a r t i e s and the o f f s e t working 

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. 

Q. And i s E x h i b i t 7 my a f f i d a v i t of notice? 

A. Yes. 

Q. Were E x h i b i t s 1 through 7 prepared by you or 

under your supervision 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 of conservation and the 

prev e n t i o n of waste? 

A. Yes. 

MR. BRUCE: Mr. Examiner, a t t h i s time I would 

move the admission of Samson E x h i b i t s 1 through 7. 

STEVEN T. BRENNER, CCR 
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EXAMINER STOGNER: E x h i b i t s 1 through 7 w i l l be 

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

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Ms. Kerr, when I look a t E x h i b i t Number 1, I 

n o t i c e t h a t up i n the northeast quar t e r , northeast q u a r t e r 

of Section 15 i s the Teas-Yates U n i t . I s t h a t a u n i t 

t h a t ' s f a c t o r e d i n , or does t h a t have any bearing on your 

spacing u n i t today or the compulsory — 

A. My spacing u n i t i s below t h a t depth of the Teas 

U n i t . I be l i e v e t h a t w e l l i s a shallow w e l l between 

surface and 4000 f e e t . 

Q. So t h a t wouldn't be — That's f o r m a t i o n - s p e c i f i c , 

then? 

A. Yes. 

Q. And t h i s i s a hundred percent f e d e r a l m inerals; 

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

A. Yes. 

Q. Has the w e l l already been a p p l i e d f o r w i t h the 

BLM? 

A. Yes. 

Q. And what i s the s t a t u s of t h a t a p p l i c a t i o n ? Has 

i t been approved, or i s i t s t i l l pending? 

A. I t ' s pending. 

EXAMINER STOGNER: Just as a note, Mr. Bruce — 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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MR. BRUCE: Uh-huh. 

EXAMINER STOGNER: — i f t h i s w e l l i s successful, 

these two s p e c i a l pool r u l e s may l i m i t the number of w e l l s 

towards the i n f i l l , so i f i t i s successful I ' d suggest 

maybe the operator look a t maybe e l i m i n a t i n g these s p e c i a l 

r u l e s and r e g u l a t i o n s which look l i k e they were formulated 

long ago a t a time when c e r t a i n r e s t r i c t i o n s or d i f f e r e n t 

t h i n g s were looked a t . Now t h a t we do have i n f i l l 

d r i l l i n g , these may l i m i t t h a t , but — 

MR. BRUCE: Mr. Examiner — 

EXAMINER STOGNER: — I'm j u s t throwing t h a t out. 

MR. BRUCE: Mr. Examiner, as a matter of f a c t we 

d i d discuss t h a t yesterday, because of the — and i f I can 

ask a question, the way these w e l l - l o c a t i o n r u l e s read, 

they are extremely r e s t r i c t i v e and i n essence l i m i t 

l o c a t i o n s t o fou r p o i n t s i n a quarter s e c t i o n , no leeway 

whatsoever. 

EXAMINER STOGNER: And of course I wasn't around 

i n 1963. I have no e a r t h l y idea why t h a t was, and I don't 

remember Mr. Nutter ever t e l l i n g me why. 

MR. BRUCE: When I looked a t i t , I thought my 

dy s l e x i a was g e t t i n g t o me, but — 

EXAMINER STOGNER: However, i n l o o k i n g — i n the 

way the present s i t u a t i o n i s these days, i f i t ' s not 

conducive t o change the r u l e s and r e g u l a t i o n s perhaps i f 

STEVEN T. BRENNER, CCR 
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you want t o d r i l l an i n f i l l w e l l , whatever r u l e s are 

ap p l i e d , we s t i l l have the simultaneous d e d i c a t i o n 

s i t u a t i o n out there t h a t we can look a t and maybe a d j u s t 

t h a t a p p l i c a t i o n accordingly t o t h e i r needs. 

MR. BRUCE: We w i l l be loo k i n g a t t h a t . 

EXAMINER STOGNER: Okay. With t h a t , Ms. Kerr, I 

have no other questions of you. 

THE WITNESS: Thank you. 

EXAMINER STOGNER: And I have no idea why other 

people i n the room were laughing a t you w i t h the award 

s t u f f , so i t ' s a mystery t o me. But whatever i t was, 

co n g r a t u l a t i o n s . And w i t h t h a t you may be excused. 

THE WITNESS: Thank you very much. 

EXAMINER STOGNER: Mr. Bruce, do you have 

anything f u r t h e r ? 

MR. BRUCE: Not i f I want t o keep a c l i e n t , Mr. 

Examiner. 

EXAMINER STOGNER: Case Number 13,207 w i l l be 

taken under advisement a t t h i s time. 

(Thereupon, these proceedings were concluded a t 

10:20 a.m.) 

* * * | «te> hereby certify thai the foregoing *>« 
a complete record*f the proceedings if 
tns Examiner heg^mg ofCase No. L52M 
heard by 

Ex em' 
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