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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

In re:

Samson Resources Corporation, et al.,

Debtors

Chapter 11

Case No. 15-11934 (CSS)

(Jointly Administered)
Hearing Date: February 19, 2016 at 11:00 a.m.
Objection Deadline: February 12, 2016

MOTION OF CREDITOR CHISOS, LTD. FOR ADEQUATE PROTECTION

TO THE HONORABLE UNITED STATES BANKRUPTCY COURT:

Creditor Chisos, Ltd. (“Chisos”) files this its Motion for Adequate Protection pursuant to

11 U.S.C. §363(e) and in support would show the Court as follows:

I. JURISDICTION AND VENUE

1. This Court has jurisdiction over this matter pursuant to 28 U.S.C. §§ 157 and 1334 and 11

U.S.C. §363.

2. This matter constitutes a core proceeding within the meaning of 28 U.S.C. §157(b)(2)(A),

(M), and (O).

3. Venue for this Motion is properly before this Court in this District pursuant to 28 U.S.C. §§

1408 and 1409(e).

4. Movant consents to the entry of final orders or judgments by the Court if it is determined that

the Court, absent consent of the parties, cannot enter final orders or judgments consistent

with Article III of the United States Constitution.
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II.  BACKGROUND FACTS

A. SUMMARY

5. Chisos is the undisputed holder of overriding royalty interests (the “Chisos ORI”) in and to

the oil, gas and other minerals produced from various oil and gas wells operated by Debtor

Samson Lone Star, LLC. (“Samson Lone Star”) in the Cotton Valley Field in East Texas (the

“Samson Burdened Wells”).

6. Chisos holds a perfected security interest in the hydrocarbons produced from the Samson

Burdened Wells which are attributable to Chisos’ ORI in such wells. See, TEXAS BUSINESS

AND COMMERCE CODE §9.343, a copy which is included in Exhibit A, attached hereto.

7. Proceeds from the sale of hydrocarbons attributable to Chisos’ ORI constitute “cash

collateral” as that term is used in the Bankruptcy Code. TEXAS BUSINESS AND COMMERCE

CODE §9.343.  Chisos security interest survived this Chapter 11 filing.  11 U.S.C. §552(b)(1).

8. Samson Lone Star continues to operate and produce hydrocarbons from wells and leasehold

interests burdened by Chisos’ ORI.  However, in violation of (i) the terms of the November

23, 1993 Net Overriding Royalty Conveyance governing the payment of Chisos’ ORI,

(ii)Texas Business and Commerce Code §9.343, and (iii) Subchapter J of the TEXAS

NATURAL RESOURCES CODE, Samson Lone Star, has failed to pay Chisos’ ORI.  Moreover,

Samson has failed to even schedule Chisos’ ORI.

9. On November 10, 2015 counsel for Chisos, Barry Cannaday, notified bankruptcy counsel for

Samson Lone Star, LLC. of this fact and requested that the obligation to Chisos be scheduled

as a royalty interest and treated accordingly.  A genuine copy of Mr. Cannaday’s letter is

attached hereto as Exhibit B and constitutes a demand for adequate protection.  Chisos never

received any response to that request.
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10. Pursuant to Subchapter J of the TEXAS NATURAL RESOURCES CODE, Chisos is entitled to

interest on unpaid royalties at two percent (2%) above the designated prime interest plus

reasonable and necessary attorneys fees incurred in recovering the unpaid royalties, pre and

post petition.  Chisos reserves its rights to seek recovery of this interest and attorneys fees.

11. Chisos is requesting this Court provide Chisos with adequate protection requiring the

establishment of a $1.0 million adequate protection trust fund to provide adequate protection

for whatever amounts are determined to be owed to Chisos arising out of Samson Lone Star’s

unpaid pre petition obligations to Chisos and minimum post petition monthly payments of

not less than $30,000.00 to provide adequate protection for Samson Lone Star’s post petition

royalty obligations to Chisos.

B. CHISOS INTERESTS IN WELLS AND ASSOCIATED LEASEHOLD INTERESTS
OPERATED BY DEBTOR SAMSON LONE STAR, LLC

12. Chisos is the holder of overriding royalty interests in Texas wells and leases operated by

Samson Lone Star, LLC.  These wells and leases are located in Rusk, Harrison, Panola and

Brazos counties Texas.1

13. Until a few months before it filed for Chapter 11 protection Samson Lone Star regularly paid

the royalty interests, which averaged approximately $30,000.00 per month.  Chisos has not

received any payments from Samson since June 17, 2015.

14. Under Texas law the overriding royalty interests owned by Chisos are interests in real

property and Chisos holds a perfected priority security interest in both the hydrocarbons and

1 An issue not addressed in this Motion, but one that Chisos reserves to assert in the future arises out of the fact that
all or some of the Chisos property being sold by Samson Lone Star is property being “used in the production,
transmission, or distribution, for sale, of electric energy or of natural or synthetic gas for heat, light, or power.”  See
11 U.S.C. §363(h).

Case 15-11934-CSS    Doc 504    Filed 12/23/15    Page 3 of 7



4

proceeds from the sale of those hydrocarbons pursuant to TEXAS BUSINESS AND COMMERCE

CODE §9.343.

15. Chisos acquired the overriding royalty interests pursuant to numerous recorded documents

(See Exhibit C, attached hereto, for one example of such documents).2

16. Affiliates of Debtor Samson Lone Star, LLC may have revenue and joint interest billing

records with respect to the wells and leasehold interests in which Chisos has an interest,

although the details of the maintenance and responsibility for such records are currently

unknown to Chisos.

17. Samson Lone Star is required to calculate the overriding royalty owed to Chisos based on a

defined “Net Proceeds” formula.  (See Exhibit C, pgs. 171 – 185).  Because Chisos had (and

currently has) to rely on Samson Lone Star’s calculations of a complex formula for such Net

Proceeds based on Samson Lone Star’s books and records, Samson Lone Star had a special

duty of good faith and fair dealing.3

18. Samson Lone Star improperly scheduled its pre-petition royalty obligations to Chisos as a

“Trade Payable,” and listed the amount of that outstanding royalty as $913,451.53.  [D.I.

217-1, page 482 of 2442].

19. Based on information and belief some or all of the operating agreements pursuant to which

Samson Lone Star, LLC is operating the properties in which Chisos has an overriding royalty

interest require Samson Lone Star, LLC to account for and properly pay holders of royalty

and overriding royalty interests in the wells and leases.

2 The chain of title is complex and it is not practical to attach the relevant documents, but the Samson Lone Star,
LLC has been paying royalties for years without questioning title.
3 Customarily, under Texas law, Chisos would have the legal right to have the purchaser of hydrocarbons from
wells in which Chisos owns a royalty interest to pay Chisos directly.  Because Samson must perform a complex
calculation, Chisos rights to direct pay may, or may not, exist.
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20. As of the Petition Date, based on Schedules filed by Samson Lone Star, LLC, Chisos

believes it is owed in excess of $900,000 for unpaid royalties and Chisos’ timely filed proofs

of claim based on this belief.

C. SAMSON LONE STAR’S IMPROPER CLASSIFICATION OF AMOUNTS OWED
TO CHISOS

21. For whatever reason, Debtor Samson Lone Star elected to improperly treat Chisos’ unpaid

royalty claims as general unsecured obligations.  The consequences of the Debtors’ improper

classification of Chisos’ royalty interests are significant.

22. Not only are Chisos’ prepetition claims improperly classified, but the Debtors have elected to

convert funds in which Chisos held a security interest to pay claims subordinate to Chisos

claims.  These may include post petition administrative claims, prepetition unsecured claims

and pre and post petition secured claims junior to the secured claims of Chisos.

23. Simply put, Debtor Samson Lone Star, LLC has used, and continues to use, the cash

collateral of Chisos, Ltd. without providing adequate protection to Chisos and apparently

justifies this by wrongfully claiming that Chisos is a general unsecured creditor.

II. CHISOS RIGHT TO ADEQUATE PROTECTION

24. 11 U.S.C. §363(e) of the Bankruptcy Code provides that an entity with an interest in property

may request adequate protection.  Specifically that Code Section states,

“Notwithstanding any other provision of this section, at any time, on
request of an entity that has an interest in property used, sold, or leased, or
proposed to be used, sold, or leased, by the trustee, the court, with or
without a hearing, shall prohibit or condition such use, sale, or lease as is
necessary to provide adequate protection of such interest. This subsection
also applies to property that is subject to any unexpired lease of personal
property (to the exclusion of such property being subject to an order to
grant relief from the stay under section 362).”

25. Unquestionably Chisos qualifies as an entity protected by 11 U.S.C. 363(e) since, under

Texas law, it holds an ownership and security interest in the hydrocarbons which are
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produced from the Samson Burdened Wells, and the funds obtained from the sale of those

hydrocarbons. See, In re 229 Main Street Ltd, Partnership, 262 F.3d 1, 6, 10 (1st Cir. 2001).

III. RELIEF REQUESTED

26. Samson Lone Star must segregate and account for any cash collateral in its possession,

custody or control.  11 U.S.C. §363(c)(4).   Chisos made demand on Samson Lone Star for

“adequate protection” but such demand was ignored.   Accordingly, Chisos requests that it be

granted adequate protection by an Order:

(1) Requiring Samson Lone Star to amend its schedules to schedule Chisos unpaid
prepetition royalties as secured claims;

(2) Requiring Samson Lone Star to promptly pay Chisos $913,451.53 in estimated
prepetition royalties in accordance with the Court’s order authorizing payment of
prepetition royalties. [D.I. 294];

(3) Requiring Samson Lone Star to retroactively account for the post-petition use of
Chisos cash collateral;

(4) Requiring Samson Lone Star to open a separate trust account f/b/o Chisos, Ltd.
royalty interests and to deposit into that account $340,000.00 for royalties (or
good faith estimate of royalties) owed to Chisos for estimated post petition
receipts from sales of hydrocarbons and to deposit an additional $30,000.00 on
the first banking day of each month to secure royalties owed to Chisos arising out
of the estimated previous month’s sales of hydrocarbons; and

(5) Granting Chisos all such further relief to which it justly may be entitled.

Dated:  December 23, 2015 FERRY JOSEPH, P.A.

/s/ Jason C. Powell
Jason C. Powell, Esq. (No. 3768)
824 Market Street, Suite 1000
P.O. Box 1351
Wilmington, DE 19899
(302) 575-1555
jpowell@ferryjoseph.com
Local Counsel for Chisos, Ltd.

-and-
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Franklin Lewis Broyles, Esq.
Law Office of Frank L. Broyles
4956 N. O’Connor Blvd.
Irving, TX 75062
Telephone (469) 417-0100 x 105
E-mail: frank.broyles@utexas.edu
Counsel for Chisos, Ltd.

-and-

Barry Frank Cannaday, Esq.
Dentons US LLP
2000 McKinney Ave., #1900
Dallas, TX 75201
Telephone (214) 259-1855
E-mail: barry.cannaday@dentons.com
Counsel for Chisos, Ltd.
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

In re:

Samson Resources Corporation, et al.,

Debtors

Chapter 11

Case No. 15-11934 (CSS)

(Jointly Administered)
Hearing Date: February 19, 2016 at 11:00 a.m.

Objection Deadline: February 12, 2016

NOTICE OF MOTION OF CREDITOR CHISOS, LTC.,
FOR ADEQUATE PROTECTION

To: Parties on Attached Service List

Chisos, Ltd., has filed a Motion or Adequate Protection which seeks the following relief:

adequate protection of Chisos, Ltd.’s security interest in Debtors’ property.

HEARING ON THE MOTION WILL BE HELD THURSDAY, FEBRUARY 19,

2016 AT 11:00 A.M.

You are required to file a response (and the supporting documentation required by Local

Rule 4001-1(c)) to the attached motion at least seven (7) days before the above hearing date.

At the same time, you must also serve a copy of the response upon Chisos, Ltd.’s

attorneys:

Jason C. Powell, Esquire
Ferry Joseph, P.A.
824 Market Street, Suite 1000
P.O. Box 1351
Wilmington, DE  19899

Franklin Lewis Broyles, Esq.
Law Office of Frank L. Broyles
4956 N. O’Connor Blvd.
Irving, TX 75062

Barry Frank Cannaday, Esq.
Dentons US LLP
2000 McKinney Ave., #1900
Dallas, TX 75201
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The hearing date specified above may be a preliminary hearing or may be consolidated

with the final hearing, as determined by the Court.

The attorneys for the parties shall confer with respect to the issues raised by the motion in

advance for the purpose of determining whether a consent judgment may be entered and/or for

the purpose of stipulating to relevant facts such as value of the property, and the extent and

validity of any security instrument.

Dated: December 23, 2015 FERRY JOSEPH, P.A.

/s/ Jason C. Powell, Esq.
____________________________________
Jason C. Powell, Esq. (No. 3768)
824 Market Street, Suite 1000
P.O. Box 1351
Wilmington, DE 19899
(302) 575-1555
jpowell@ferryjoseph.com
Local Counsel for Chisos, Ltd.

-and-

Franklin Lewis Broyles, Esq.
Law Office of Frank L. Broyles
4956 N. O’Connor Blvd.
Irving, TX 75062
Telephone (469) 417-0100 x 105
E-mail: frank.broyles@utexas.edu
Counsel for Chisos, Ltd.

-and-

Barry Frank Cannaday, Esq.
Dentons US LLP
2000 McKinney Ave., #1900
Dallas, TX 75201
Telephone (214) 259-1855
E-mail: barry.cannaday@dentons.com
Counsel for Chisos, Ltd.
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

In re:

Samson Resources Corporation, et al.,

Debtors.

:
:
:
:
:
:
:

Chapter 11

Case No. 15-11934 (CSS)

Jointly Administered

Re: D.I. _______

ORDER GRANTING MOTION OF CREDITOR CHISOS, LTD.
FOR ADEQUATE PROTECTION

Upon consideration of the Motion of Creditor Chisos, Ltd. (“Chisos”) for Adequate

Protection (the “Motion”), it appearing that proper notice of the Motion has been given and that

no further notice is required prior to granting the relief requested in the Motion, and the Court

having found that the relief sought therein is reasonable and necessary,

IT IS HEREBY ORDERED as follows:

1.  The Motion is GRANTED;

2.  The above-captioned Debtors (“Debtors”) shall amend its schedules to reflect the
unpaid prepetition royalties owed to Chisos as secured claims;

3.  The Debtors shall pay Chisos estimated prepetition royalties in the amount of
$913,451.53 within days of the entry of this Order;

4.  The Debtors shall provide an accounting to Chisos for the post-petition use of Chisos’
cash collateral within days of the entry of this Order; and

5.  The Debtors shall establish a separate trust account f/b/o Chisos, Ltd. royalty interests
and deposit into such account (i) the amount of $340,000.00 within days of the entry
of this Order, for the payment of estimated post-petition royalties from sales of
hydrocarbons, and (ii) the amount of $30,000.00 on the first banking day of each month
hereafter for the payment of estimated royalties arising out of the previous month’s sales
of hydrocarbons going forward.

Dated:  ______________, 2016
The Honorable Christopher S. Sontchi, Judge
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CERTIFICATE OF SERVICE

I, Jason C. Powell, Esquire, hereby certify that on this 23rd day of December, 2015, one

copy of the foregoing Motion of Creditor Chisos, Ltd., for Adequate Protection was made

upon the following counsel in the manner indicated.

BY HAND-DELIVERY:

David Gerardi
Office of the U.S. Trustee
J. Caleb Boggs Federal Building
844 King Street, Suite 2313, Lockbox 35
Wilmington, DE 19801

Tiiara N. A. Patton
U.S. Dept. Of Justice
Office of the United States Trustee
J. Caleb Boggs Federal Building
844 King St., Ste 2207, Lockbox # 35
Wilmington, DE 19801

Domenic E. Pacitti, Esquire
Michael W. Yurkewicz, Esquire
Klehr Harrison Harvey Branzburg, LLP
919 Market Street, Suite 1000
Wilmington, DE 19801

Joseph J. Farnan, Jr., Esquire
Joseph J. Farnan, III, Esquire
Michael H. Farnan, Esquire
Farnan, LLP
919 N. Market Street, 12th Floor
Wilmington, DE 19801

BY U.S. MAIL:

Morton R. Branzburg, Esquire
Klehr Harrison Harvey Branzburg, LLP
1835 Market Street, Suite 1400
Philadelphia, PA 19103

Ryan J. Dattilo, Esquire
Robert A. Gretch, Esquire
Yosef Reimer, Esquire
Edward O. Sassower, Esquire
Joshua Sussberg, Esquire
Kirkland & Ellis, LLP
601 Lexington Avenue
New York, NY 10022

Stephen C. Hackney, Esquire
Ross Kwasteniet, Esquire
James H.M. Sprayregen, Esquire
Kirkland & Ellis, LLP
300 North LaSalle 
Chicago, IL 60654

John C. O’Quinn, Esquire
Kirkland & Ellis, LLP
655 Fifteenth Street, N.W.
Washington, DC 2005-5793

Angela Ferrante, Esquire
Karen Beth Shaer, Esquire
The Garden City Group, Inc.
1985 Marcus Ave., Suite 200
Lake Success, NY 11042
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Claudine Columbres, Esquire
Glenn M. Kurtz, Esquire
Thomas MacWright, Esquire
Michele J. Meises, Esquire
J. Christopher Shore, Esquire
White & Case, LLO
1155 Avenue of the Americas
New York, NY 10036

Thomas E. Lauria, Esquire
White & Case
200 South Biscayne Blvd., Suite 4900
Miami, FL 33131

Upon penalty of perjury I declare that the foregoing is true and correct.

/s/ Jason C. Powell                                  
Jason C. Powell, Esquire (No. 3768)
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