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PURPOSE OF CONSIDERING: 

APPLICATION OF RIDGEWAY ARIZONA OIL 
CORPORATION FOR APPROVAL OF A UNIT 
AGREEMENT, CATRON COUNTY, NEW MEXICO 

CASE NO. 13 ,785 
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r-o 
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oo 
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.3 
CO 

This matter came on for hearing before the fifew 

Mexico O i l Conservation Division, DAVID R. CATANACH, 

Hearing Examiner, on Thursday, January 4th, 2007, at 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 

12:05 p.m.: 

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

13,785, the A p p l i c a t i o n of Ridgeway Arizona O i l Corporation 

f o r approval of a u n i t agreement, Catron 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. 

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

Okay, can I get the witness t o stand and be sworn 

in? 

(Thereupon, the witness was sworn.) 

MR. BRUCE: Mr. Examiner, I do note t h a t t h e r e 

are a couple of gentlemen, I know I've spoken t o one, i n 

the audience and I don't know i f they would care t o 

i d e n t i f y themselves f o r the record. 

MR. DRISKILL: I'm David D r i s k i l l w i t h the Bureau 

of Land Management i n A m a r i l l o , j u s t observing. 

EXAMINER CATANACH: Thank you. 

MR. MATIS: John Matis w i t h the BLM here i n Santa 

Fe, also monitoring. 
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JOHN M. RICHARDSON, 

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. John Michael Richardson. 

Q. And where do you reside? 

A. Stanley, New Mexico. 

Q. What i s your occupation? 

A. I am a petroleum landman. 

Q. What i s your r e l a t i o n s h i p t o Ridgeway Arizona O i l 

Corporation? 

A. I have been a c o n t r a c t landman f o r Ridgeway f o r 

the l a s t nine t o 10 years. 

Q. And as p a r t of your r e s p o n s i b i l i t y — Well, your 

r e s p o n s i b i l i t y f o r Ridgeway was d e a l i n g w i t h l e a s i n g and 

other land matters r e l a t e d t o Ridgeway's carbon d i o x i d e 

prospect i n Catron County and also over the s t a t e l i n e i n 

Arizona, has i t not? 

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

Q. And you spent nine or 10 years doing t h a t ; i s 

t h a t r i g h t ? 

A. Correct. 

Q. So as a r e s u l t could I say you are p a i n f u l l y 
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f a m i l i a r with the land matters involved i n t h i s case? 

A. Yes, s i r . 

Q. Mr. Examiner, I'd — Have you previously 

t e s t i f i e d before the Division, Mr. Richardson? 

A. I have. 

Q. And were your credentials as an expert accepted 

as a matter of record? 

A. They were. 

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

Richardson as an expert petroleum landman. 

EXAMINER CATANACH: Mr. Richardson i s so 

q u a l i f i e d . 

Q. (By Mr. Bruce) Mr. Richardson, could you 

i d e n t i f y Exhibit 1 for the Examiner? 

A. Exhibit 1 i s a copy of Order R-ll,168-A. Back i n 

1999 Ridgeway sought u n i t i z a t i o n of t h i s area, and i t was 

approved by the OCD, and that i s a copy of that order. I t 

was also approved by the State Land Office and the BLM. 

Q. Now although that's not r e a l l y applicable t o t h i s 

case, o r i g i n a l l y Ridgeway sought a u n i t covering lands i n 

both Arizona and New Mexico, did i t not? 

A. That i s correct. 

Q. There were a number of state and federal lands i n 

New Mexico, and then some federal and a number of state 

lands over i n Arizona? 

STEVEN T. BRENNER, CCR 
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A. That i s correct. 

Q. And at the time, I believe, the Bureau of Land 

Management favored a two-state u n i t , did i t not? 

A. That i s — according to my r e c o l l e c t i o n , yes, i t 

did, that's correct. 

Q. But approval could never be obtained from the 

State Land Board i n Arizona? 

A. That i s correct. 

Q. So although Ridgeway o r i g i n a l l y sought a two-

state u n i t , subsequently i t contracted the u n i t so i t only 

covered lands i n Catron County, New Mexico? 

A. Correct. 

Q. Now Ridgeway got t h i s order, but was the u n i t 

ever f i n a l i z e d and d r i l l i n g commenced under the terms of 

the o r i g i n a l u n i t agreement? 

A. No, i t was not. The BLM and the State Land 

Office understood that we were t r y i n g to get the Arizona 

side u n i t i z e d as w e l l , and they allowed us to — or they 

approved the u n i t subject to our commencing operations six 

months from f i n a l i z a t i o n , and they understood that we were 

t r y i n g t o postpone d r i l l i n g expenditures u n t i l we were sure 

we were sure we would get the Arizona side u n i t i z e d , and we 

have never done that. So that approval, I th i n k , was... 

Q. And the approval on the Arizona side was not f o r 

lack of t r y i n g , was i t ? 

STEVEN T. BRENNER, CCR 
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A. No, we have been i n n e g o t i a t i o n s w i t h t he Arizona 

State Land O f f i c e f o r f i v e t o s i x years. 

Q. Now i n today's case, are the lands you're seeking 

D i v i s i o n approval on f o r u n i t i z a t i o n the same lands as i n 

E x h i b i t 1? 

A. Yes, e s s e n t i a l l y they are. There's a typo t h e r e 

i n E x h i b i t 1. I t has 54 New Mexico s t a t e t r a c t s , where 

t h e r e should be 53. 

Q. Okay, t h a t ' s on page 2 of E x h i b i t 1, Mr. 

Examiner, j u s t r i g h t a t the very end under "Acreage 

Summary". 

A. And t h a t i s not the f a u l t of the OCD, t h a t was 

the i n f o r m a t i o n provided t o them by the c o n t r a c t landman. 

MR. BRUCE: Okay. Well, l e t ' s go — l e t ' s move 

on next t o E x h i b i t 2, the u n i t agreement. Before we do 

t h a t , Mr Examiner, maybe E x h i b i t A attached t o the 

agreement, i f you could f o l d t h a t out y o u ' l l get a b e t t e r 

idea of the — of t h i s area. 

And Mr. Examiner, on the e x h i b i t s attached t o the 

u n i t agreement there are some typos we have c o r r e c t e d by 

hand j u s t r e c e n t l y , and we can get clean copies f o r you. 

But j u s t f o r the record I would note t h a t i f you're l o o k i n g 

a t E x h i b i t A under t h i s area, the 47 f e d e r a l t r a c t s and 

t h e i r acreage are c o r r e c t . The s i x fee t r a c t s and t h e i r 

acreage are c o r r e c t . And 53 s t a t e t r a c t s i s c o r r e c t , but 
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the t o t a l acreage of the s t a t e land i s 19,024.27 acres. 

And then the grand acreage t o t a l i s 89,574.12 acres. 

Somehow a l i t t l e 120-acre g l i t c h got i n t h e r e , and we've 

co r r e c t e d by hand on a l l of the e x h i b i t s . 

EXAMINER CATANACH: So you're going t o submit 

r e v i s e d e x h i b i t s ? 

MR. BRUCE: We w i l l submit r e v i s e d e x h i b i t s . 

EXAMINER CATANACH: Okay. 

Q. (By Mr. Bruce) But the u n i t agreement, Mr. 

Richardson, t h i s i s a t y p i c a l e x p l o r a t o r y u n i t agreement, 

f e d e r a l / s t a t e form, which you can get o f f the Land O f f i c e 

website, i s i t not? 

A. Yes, i t i s . 

Q. Except f o r a couple of s p e c i a l p r o v i s i o n s ? 

A. Yes, paragraphs 14, 14A, 15 have s p e c i a l 

p r o v i s i o n s regarding C02 t h a t the State Land O f f i c e had 

requested, and those s p e c i a l p r o v i s i o n s are inc o r p o r a t e d i n 

t h i s u n i t agreement. 

Q. And on the r o y a l t y settlement, the State Land 

O f f i c e wanted c e r t a i n p r o v i s i o n s because i n many instances 

there's not a f u l l market f o r C02, and they wanted, i n 

essence, a minimum type of r o y a l t y i n t h a t ? 

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

Q. And then Section 14A provides f o r c e r t a i n of the 

carbon d i o x i d e t o be used i n New Mexico under c e r t a i n 

STEVEN T. BRENNER, CCR 
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circumstances? 

A. That i s also correct. 

Q. And then under "Rental Settlement" down toward 

the — what i t does i s increases the rental s , I believe — 

A. That i s correct. 

Q. — u n t i l production i s obtained? 

A. Uh-huh. 

Q. Other than that, i t ' s j u s t the standard u n i t 

agreement, and i t would be the same as the u n i t agreement 

submitted i n 1999 to the Division, correct? 

A. (Nods) 

Q. Now Exhibits B and C are j u s t summaries of the 

various leases, et cetera, are they not? 

A. That i s correct. 

Q. Now the u n i t agreement — Let's go i n t o the 

joinder. Almost a l l of these t r a c t s are under lease t o 

Ridgeway Arizona O i l Corporation? 

A. That i s correct, with the exception of one 

federal and two fee t r a c t s . 

Q. And we w i l l get to those i n a minute. Ridgeway 

Arizona has signed the u n i t agreement, has i t not? 

A. Yes, i t has. 

Q. The only — other than the United States, which 

i s a ro y a l t y owner, the State of New Mexico, the r o y a l t y 

owner, and then a couple of fee t r a c t s , the only other 

STEVEN T. BRENNER, CCR 
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i n t e r e s t owner i s the Bueyeros Trust, which has an 

override? 

A. That i s correct. 

Q. W i l l the Bueyeros Trust be r a t i f y i n g t h i s unit? 

A. Yes, they w i l l . The Bueyeros Trust i s a family 

t r u s t of George Scott, who was the generating geologist on 

t h i s , and they have an override on each and every t r a c t 

t h a t i s committed t o the u n i t . 

Q. Okay, and you have contacted them and they have 

indicated that they w i l l execute r a t i f i c a t i o n s of t h i s 

agreement? 

A. Yes, I have, and they w i l l . 

Q. Let's move on to Exhibit 2A. What does tha t 

r e f l e c t , Mr. Richardson? 

A. 2A shows the — actually four t r a c t s t h a t are not 

committed t o the u n i t . However, we have been successful i n 

re-leasing the t r a c t that i s designated as P-05 from N e l l i e 

Summers. P-06, B i l l i e Jean Gillespie has either passed 

away or she has moved and we don't have a good forwarding 

address f o r her. And Robert and Mary Hooper have never 

responded t o any of our mailings, phone c a l l s or i n q u i r i e s . 

So Tracts F-47, P-04 and P-06 are not committed to the 

u n i t . 

Q. Now you have had — again, you have t r i e d t o 

contact the Hoopers, and they've j u s t never responded? 

STEVEN T. BRENNER, CCR 
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A. That i s c o r r e c t . 

Q. And B i l l i e Jean G i l l e s p i e — 

A. She was — 

Q. — have you t r i e d t o t r a c k down her h e i r s ? 

A. Yes. I n f a c t , she was a c t u a l l y under lease t o 

Ridgeway a t one time but t h a t lease expired, and i n our 

e f f o r t s t o renew the leases we were unable t o contact her 

or her h e i r s . 

Q. Okay. And have you also had contacts w i t h the 

Blanco Company, the owner of the only other f e d e r a l lease 

i n t h i s area? 

A. Yes, we have. 

Q. And what has been t h e i r response? 

A. They were w i l l i n g t o s e l l the lease t o Ridgeway, 

but Ridgeway and the Blanco Company couldn't come t o terms 

on p r i c e . 

Q. Okay. Now i f — since these people have not 

j o i n e d i n the — have not agreed t o terms w i t h Ridgeway, 

t h e i r i n t e r e s t s are unaffected, are they not? 

A. That i s c o r r e c t , i t ' s a v o l u n t a r y u n i t , and 

they're not a f f e c t e d . 

Q. So they would j u s t — i f they are ever — a w e l l 

i s ever d r i l l e d on any other lands, i t ' s j u s t on a lease 

basis? 

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

STEVEN T. BRENNER, CCR 
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Q. Now, the l a s t hearing r e s u l t i n g i n the order 

marked E x h i b i t 1, you t e s t i f i e d a t t h a t hearing as a 

landman, d i d you not? 

A. Yes, I d i d . 

Q. And was geology supporting the u n i t boundaries 

presented a t t h a t hearing? 

A. Yes, i t was. 

Q. And i s the geology marked as E x h i b i t 3? 

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

Q. And d i d the g e o l o g i s t t e s t i f y a t t h a t hearing? 

A. Yes, he d i d . 

Q. And he i s now deceased? 

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

MR. BRUCE: Mr. Examiner, I would ask t h a t you 

inc o r p o r a t e the record from the p r i o r hearing t o — i f you 

wanted t o review the testimony presented by the g e o l o g i s t 

a t the p r i o r matter. 

EXAMINER CATANACH: Okay, Mr. Bruce, I ' l l 

i n c o r p o r a t e the record and evidence presented i n Case 

Number 12,161. 

Q. (By Mr. Bruce) And Mr. Scott i s now deceased; i s 

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

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

Q. Now i t ' s been f i v e or s i x years. A few w e l l s 

have been d r i l l e d on the New Mexico side of the border? 

STEVEN T. BRENNER, CCR 
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A. That i s c o r r e c t , s i x have been d r i l l e d . 

Q. Since the o r i g i n a l u n i t i z a t i o n hearing, have any 

New Mexico w e l l s been d r i l l e d ? 

A. No, they have not. 

Q. So the geology wouldn't change from then t o now? 

A. From a landman's perspective, no, i t would not. 

Q. Which i s why you're simply p r e s e n t i n g a t t h i s 

p o i n t the geology presented a t the o r i g i n a l hearing? 

A. Correct. 

Q. And j u s t f o r i n f o r m a t i o n purposes, how many w e l l s 

have been d r i l l e d on the Arizona side? 

A. Twelve on the Arizona side, s i x on New Mexico, 

t o t a l i n g 18 i n a l l . 

Q. Okay. Are any of the w e l l s producing? Do you 

have t h a t information? 

A. None are producing as of t h i s p o i n t i n time. 

There was one C02 c o n t r a c t l e t t o fl o w C02, and t h a t — one 

of those Arizona w e l l s produced f o r a s h o r t time. I'm not 

sure what happened, but i t ' s my understanding t h a t t h a t 

w e l l — they're seeking s h u t - i n s t a t u s on t h a t w e l l , as 

w e l l as two or three other w e l l s . 

Q. Okay, but no production from the New Mexico side? 

A. None. 

Q. Now has Ridgeway applied f o r — the e n t i t i e s use 

d i f f e r e n t terms, but f o r p r e l i m i n a r y approval from the Land 
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O f f i c e and from the Bureau of Land Management? 

A. Yes, they have. 

Q. We have not heard a t t h i s p o i n t what t h e i r 

d e c i s i o n i s ? 

A. No, we have not. 

Q. You're simply hoping they w i l l g r ant the 

p r e l i m i n a r y approval? 

A. We are hoping, as they have approved t h i s 

p r e v i o u s l y . 

Q. Okay. Even though they haven't granted 

p r e l i m i n a r y approval, do you need t o proceed forward a t 

t h i s p o i n t i n order t o get an order from the D i v i s i o n ? 

A. We do. We are i n the 11th hour of the terms of 

some of these leases, so we've got some leases t h a t are 

going t o ex p i r e s h o r t l y . 

Q. And so you would l i k e t o get i t u n i t i z e d and 

commence d r i l l i n g ? 

A. Yes, we would. 

Q. And Ridgeway does have a d r i l l i n g r i g , does i t 

not? 

A. I t does. 

Q. I t s own d r i l l i n g r i g ? 

A. Yes. 

Q. Recently acquired? 

A. Yes, they do. 
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Q. Were E x h i b i t s 1 through 3 prepared by your under 

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

A. They were. 

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 

prev e n t i o n of waste? 

A. I t i s . 

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

of E x h i b i t s 1 through 3. 

EXAMINER CATANACH: E x h i b i t s 1 through 3 w i l l be 

admitted. 

Mr. Bruce, I guess I'm not c l e a r on — I s i t your 

p o s i t i o n t h a t the previous order t h a t u n i t i z e d t h i s 

i n t e r v a l i s not i n e f f e c t ? 

MR. BRUCE: I t ' s not i n e f f e c t because, under the 

terms of the u n i t agreement or — u n i t agreement, the o l d 

u n i t agreement or any ex p l o r a t o r y u n i t agreement, you have 

t o commence d r i l l i n g w i t h i n a c e r t a i n time p e r i o d and 

e s t a b l i s h commercial production, and under t h i s u n i t 

agreement, then they have t o d r i l l successive w e l l s t o hold 

acreage. 

This i s not an undivided u n i t . U n i t s w i t h 

f e d e r a l land i n them have p a r t i c i p a t i n g areas t h a t are 

formed, and so i n order t o hold the acreage beyond a 

c e r t a i n time, once d r i l l i n g commences they do have t o d r i l l 
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w e l l s , e s t a b l i s h commercial production, o b t a i n approval 

from the Land O f f i c e and the Bureau of Land Management f o r 

p a r t i c i p a t i n g areas, which means i t i s a commercial w e l l , 

e t c e t e ra. 

So — But because of the items t h a t Mr. 

Richardson discussed, the u n i t never went i n t o e f f e c t , 

which i s why we are seeking approval again. And we w i l l 

c o ntact the BLM and the Land O f f i c e t o see i f they — you 

know, I would ask t h a t the record be hel d open. Of course, 

i f t he BLM does not approve i t , you know, the u n i t couldn't 

be formed. But I would ask t h a t the record be h e l d open 

f o r two weeks so t h a t we could submit t h a t approval i f 

necessary. 

And then i f i t i s p r e l i m i n a r i l y approved, we 

would ask f o r an expedited order a t t h a t p o i n t so t h a t we 

could get f i n a l approvals and commence d r i l l i n g thereunder. 

EXAMINER CATANACH: This A p p l i c a t i o n has been 

submitted t o the Land O f f i c e and t o BLM? 

MR. BRUCE: Yes, s i r . 

EXAMINER CATANACH: You're j u s t w a i t i n g on the 

p r e l i m i n a r y approval? 

MR. BRUCE: Yes. 

EXAMINER CATANACH: Okay. But nothing as f a r as 

the u n i t i z e d i n t e r v a l or — nothing has changed from the 

previous order? 
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MR. BRUCE: Nothing. And t h i s u n i t i s — the 

u n i t agreement — I suppose another d i f f e r e n c e i n t h i s u n i t 

agreement from a t y p i c a l u n i t agreement, l i k e t he one you 

j u s t went through, i s , t h i s only covers carbon d i o x i d e and 

any other small other gases i n c i d e n t t h e r e t o . I t does not 

cover o i l and gas, nor does i t cover — I don't t h i n k i t 

covers helium e i t h e r , which I know there's some issues on 

the f e d e r a l side about ownership of helium. So i t only 

covers carbon d i o x i d e gas. 

EXAMINER CATANACH: Okay. 

Do you have any questions? 

MR. BROOKS: No questions. 

EXAMINER CATANACH: BLM re p r e s e n t a t i v e s have any 

questions or comments? 

MR. DRISKILL: I don't have any. 

EXAMINER CATANACH: Okay. Anything f u r t h e r , Mr. 

Bruce? 

MR. BRUCE: Nothing f u r t h e r . 

EXAMINER CATANACH: Okay. There being nothing 

f u r t h e r , Case Number 13,785 w i l l be taken under advisement. 

And l e t me know i f you get those — 

(Thereupon, these proceedings were concluded a t 

12:25 p.m.) 

* * * 
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