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EXAMINER JONES: At t h i s time l e t ' s c a l l 

2 Case 14924, a p p l i c a t i o n of Hunt O i l Company f o r 

3 compulsory p o o l i n g i n Rio A r r i b a County, New Mexico. 

4 C a l l f o r appearances. 

5 MR. BRUCE: Mr. Examiner, Jim Bruce, of 

6 Santa Fe, representing the a p p l i c a n t . I have one 

7 witness. 

8 EXAMINER JONES: Any other appearances? 

9 W i l l the witness please stand and st a t e your 

10 name ? 

11 MR. RICHARDSON: John Michael Richardson. 

12 (One witness was sworn.) 

13 MR. BRUCE: Mr. Examiner, I t h i n k t h i s i s 

14 probably the f i r s t time a s i n g l e examiner has had two 

15 cases i n one day seeking t o force pool simply f o r 

16 purposes of a com agreement, and t h a t ' s what we're here 

17 f o r today. 

18 JOHN MICHAEL RICHARDSON 

19 Having been f i r s t d uly sworn, t e s t i f i e d as f o l l o w s : 

20 DIRECT EXAMINATION 

21 BY MR. BRUCE: 

22 Q. Would you please s t a t e your name and c i t y of 

23 residence? 

24 A. John Michael Richardson, Stanley, New Mexico. 

25 Q. What i s your occupation? 
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A. I'm a petroleum landman. 

2 Q. What i s your r e l a t i o n s h i p t o Hunt O i l Company? 

3 A. We provide c o n t r a c t land services t o Hunt O i l 

4 Company. 

5 Q. Have you p r e v i o u s l y t e s t i f i e d before the 

6 D i v i s i o n ? 

7 A. I have. 

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

9 landman accepted as a matter of record? 

10 A. Yes. 

11 Q. Are you f a m i l i a r w i t h the land matters 

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

13 A. I am. 

14 MR. BRUCE: Mr. Examiner, I tender 

15 Mr. Richardson as an expert petroleum landman. 

16 EXAMINER JONES: He i s so q u a l i f i e d . I 

17 t h i n k I've seen you l e a s i n g some land i n Roosevelt 

18 County. 

19 THE WITNESS: Yes, we have. 

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

21 i d e n t i f y E x h i b i t 1 and describe what Hunt O i l Company 

22 seeks i n t h i s case? 

23 A. E x h i b i t 1 i s a p l a t showing Section 34 

24 southeast of 33 of Township 26 North, Range 2 West, Rio 

25 A r r i b a County, New Mexico. And Hunt i s seeking an order 
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1 p o o l i n g a l l of Section 34 as t o the Mancos formation. 

2 Q. What i s the name of the well? 

3 A. The Elk Com 34 Number IH. I t ' s a h o r i z o n t a l 

4 w e l l . 

5 Q. And the surface l o c a t i o n i s i n a d j o i n i n g 

6 Section 33? 

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

8 Q. Now, you're seeking t o force pool the e n t i r e 

9 s e c t i o n . Did Hunt o r i g i n a l l y i n t e n d t o d r i l l t h i s w e l l 

10 w i t h a south h a l f w e l l u n i t ? 

11 A. They d i d . 

12 Q. But when you f i l e d the APD w i t h the D i v i s i o n , 

13 what happened? 

14 A. They t o l d us we were wrong, t h a t i t would be a 

15 640 spacing u n i t . 

16 Q. Okay. There are Mancos pools i n t h i s area 

17 w i t h 640-acre spacing? 

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

19 Q. So the D i v i s i o n ' s w e l l f i l e r e f l e c t s a C-102 

20 w i t h a 640-acre w e l l u n i t ; correct? 

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

22 Q. Who do you seek t o pool i n t h i s case? 

23 A. We seek t o pool two o v e r r i d i n g r o y a l t y 

24 i n t e r e s t owners, L.W. Wickes Agent Corp., and Cyprus 

25 Mines Corporation. Cyprus Mines i s now p a r t of 
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1 Freeport-McMoran. 

2 Q. And why do you seek t o pool these two 

3 companies? 

4 A. We sent them a com agreement, and they d i d not 

5 sign i t or refused t o sign i t . 

6 Q. And do you need t o get them committed t o the 

7 com agreement so t h a t they w i l l receive t h e i r 

8 p r o p o r t i o n a t e share of production? 

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

10 Q. W i l l the BLM accept a force p o o l i n g order as 

11 signature on a com agreement? 

12 A. Yes. 

13 Q. What i s E x h i b i t 2? 

14 A. E x h i b i t 2 are our l e t t e r s t h a t we sent out t o 

15 these two o v e r r i d i n g r o y a l t y i n t e r e s t owners requesting 

16 t h a t they execute the communitization agreement. 

17 Q. I should have poin t e d out on E x h i b i t 1, i n 

18 which t r a c t do they own an i n t e r e s t ? 

19 A. I n the northwest quarter. 

2 0 Q. So they own an i n t e r e s t i n 16 0 acres out of 

21 the 640 acres? 

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

23 Q. And these addresses t h a t you sent them t o , 

24 they d i d receive these l e t t e r s , d i d they not? 

25 A. They d i d . I f o l l o w e d them up w i t h telephone 
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1 c a l l s t o confirm t h a t they had received them, and they 

2 both have. 

3 Q. They've j u s t never responded regarding' 

4 r a t i f y i n g or s i g n i n g the com agreement? 

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

6 Q. I n your o p i n i o n , has Hunt made a g o o d - f a i t h 

7 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 s of the i n t e r e s t 

8 owners i n the well? j 

9 A. Yes, they have. 

10 Q. And a l l other o v e r r i d i n g r o y a l t y and working j 

11 i n t e r e s t owners have v o l u n t a r i l y agreed t o commit t h e i r 

12 i n t e r e s t s i n t h i s well? ! 

13 A. Yes. 

14 Q. Do you request t h a t Hunt be appointed operator ! 

15 of the well? i 

16 A. Yes. 

17 Q. Were Cyprus Mines and L.W. Wickes Agent Corp. I 

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

19 A. Yes. 

20 Q. And i s t h a t r e f l e c t e d i n my a f f i d a v i t of 1 

21 n o t i c e marked as E x h i b i t 3? 

22 A. Correct. 

23 Q. Were E x h i b i t s 1 through 3 prepared by you or 

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

25 records? 
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1 A. Yes. 

2 Q. I n your op i n i o n , i s the g r a n t i n g of t h i s 

3 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 

4 preven t i o n of waste? 

5 A. Yes, i t i s . 

6 MR. BRUCE: Mr. Examiner, I would move the 

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

8 EXAMINER JONES: E x h i b i t s 1, 2 and 3 w i l l 

9 be admitted. 

10 ( E x h i b i t s 1, 2 and 3 were admitted.) 

11 MR. BRUCE: I have no f u r t h e r questions of 

12 the witness. 

13 EXAMINATION 

14 BY EXAMINER JONES: 

15 Q. Mr. Richardson, the pool r u l e s on the 

16 Gavilan-Mancos r e q u i r e 790-feet setbacks on Rule 4 from 

17 the lease l i n e ? 

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

19 Q. I s t h a t going t o happen, or i s t h a t planned i n 

20 t h i s well? 

21 A. Yes, i t i s . 

22 MR. BRUCE: And Mr. Examiner, f o r some 

23 reason, my computer won't p r i n t i t , but there i s an APD 

24 i n the D i v i s i o n ' s w e l l f i l e t h a t shows t h a t the setbacks 

25 are complied w i t h . 

PAUL BACA PROFESSIONAL COURT REPORTERS 
fc40507d-357r>4608-89e7-e81 d39fa7d 1 



Page 9 

1 EXAMINER JONES: There's also some k i n d of 

2 a deal w i t h t h i s Gavilan-Mancos pool as t o whether i t ' s 

3 close t o the west Puerto C h i q u i t o Mancos pool. I s t h a t 

4 the case here i n t h i s well? 

5 MR. BRUCE: Mr. Examiner, I t h i n k 

6 Mr. Richardson can also answer. I know we've both looked 

7 at t h a t . There are some odd pool r u l e s i n the Mancos out 

8 here, t o say the l e a s t . 

9 And what's amazing i s i t ' s a 640-acre o i l 

10 pool. But I mean there's the west Puerto Chiquito, the 

11 east Puerto Chiquito, the Gavilan-Mancos. And I f o r g e t 

12 what the D i v i s i o n placed i t i n , but as Mr. Richardson 

13 t e s t i f i e d , the D i v i s i o n d i d r e q u i r e a s i n g l e - s e c t i o n w e l l 

14 u n i t . 

15 EXAMINER JONES: Okay. 

16 Q. (By Examiner Jones) And i t ' s b a s i c a l l y a 

17 7,345-foot TVD w e l l i n the Niobrara? 

18 A. Yes, s i r . That's what they t e l l me. 

19 Q. I p r i n t e d out the s t u f f from the w e l l f i l e , 

2 0 and i t looks l i k e i t ' s -- I'm not sure -- the business 

21 about the -- these two p a r t i e s do need t o be pooled; i s 

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

23 But I guess I don't understand. The BLM w i l l 

24 not form the u n i t unless the p a r t i e s are pooled? But we 

25 are not here t o form the u n i t . We're here t o pool the 
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1 p a r t i e s only? 

2 A. That i s c o r r e c t . When the leases were 

3 assigned, they reserved an o v e r r i d i n g r o y a l t y i n t e r e s t . 

4 And t h a t r e s e r v a t i o n d i d not co n t a i n language t h a t would 

5 permit p o o l i n g , so we had t o get t h e i r permission. 

6 EXAMINER JONES: Okay. So are we allowed 

7 t o pool something t h a t the u n i t has not been formed yet? 

8 EXAMINER BROOKS: We u s u a l l y form the u n i t 

9 when we pool. 

10 This i s not a case where t h i s p a r t y has 

11 r e t a i n e d record t i t l e ; r i g h t ? 

12 THE WITNESS: That's c o r r e c t . 

13 EXAMINER BROOKS: They j u s t have an 

14 override? 

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

16 EXAMINER BROOKS: I'm not a l l t h a t 

17 f a m i l i a r w i t h the terms t h a t are included i n f e d e r a l 

18 leases. And I take i t the f e d e r a l lease, at le a s t t h i s 

19 f e d e r a l lease, i f not a l l f e d e r a l leases, does not have a 

20 p o o l i n g p r o v i s i o n t h a t r e l a t e s t o r o y a l t i e s ? 

21 THE WITNESS: That I'm not sure of. I do 

22 know t h a t the BLM re q u i r e d us t o get everyone t h a t d i d 

23 not have a p o o l i n g p r o v i s i o n i n t h e i r o v e r r i d i n g r o y a l t y 

24 i n t e r e s t s or t h e i r leases t o execute the com agreement. 

25 EXAMINER BROOKS: O r d i n a r i l y we assume 
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1 t h a t o v e r r i d i n g r o y a l t y i n t e r e s t s are pooled, because 

2 there i s a u t h o r i t y , c e r t a i n l y i n Texas, i f not i n New 

3 Mexico, t h a t the o v e r r i d i n g r o y a l t y i n t e r e s t i s subject 

4 t o any p o o l i n g clause t h a t ' s i n the lease t o the same 

5 extent as the un d e r l y i n g r o y a l t y i n t e r e s t s . And not 

6 being f a m i l i a r w i t h what's customarily included i n 

7 f e d e r a l leases, I hadn't r e a l l y concerned myself w i t h i t 

8 before. 

9 MR. BRUCE: Mr. Examiner, you're r i g h t . 

10 I n a f e d e r a l lease, there i s no po o l i n g clause, because 

11 you have t o get subsequent a u t h o r i t y from the BLM by 

12 means of a communitization agreement. 

13 But i n l o o k i n g at the t i t l e , the assignments 

14 of o v e r r i d i n g r o y a l t y or i f i t was an assignment of a 

15 working i n t e r e s t , w i t h the r e s e r v a t i o n of an o v e r r i d i n g 

16 r o y a l t y , does not, i n these two instances, contain a 

17 p o o l i n g clause i n favor of the working i n t e r e s t owners. 

18 EXAMINER BROOKS: I s t h a t customary, t o 

19 put such p r o v i s i o n s and assignments i n f e d e r a l o i l and 

20 gas leases? 

21 MR. BRUCE: Yes, t h a t ' s c o r r e c t . The 

22 o r i g i n a l -- way back when, there were several common 

23 forms used by working i n t e r e s t owners assigning f e d e r a l 

24 leases t h a t were a c t u a l l y o r i g i n a l l y prepared by the o l d 

25 Hinkle Law Firm way back i n '40s and '50s. And they 
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1 would s p e c i f i c a l l y c o n t a i n p o o l i n g p r o v i s i o n s i n a 

2 r e s e r v a t i o n of o v e r r i d i n g r o y a l t y . These d i d not contai n 

3 t h a t . 

4 And as you said, there are some states t h a t 

5 say t h a t the o v e r r i d i n g r o y a l t y goes along w i t h the 

6 f e d e r a l r o y a l t y , but t h a t ' s not set f o r t h i n New Mexico 

7 law. I n New Mexico, I t h i n k the only way t o be safe i s 

8 you have t o pool them one way or the other. 

9 EXAMINER BROOKS: Right. And the BLM, I 

10 take i t , r e q u i r e s t h a t the o v e r r i d i n g r o y a l t y owners j o i n 

11 i n the communitization agreement i f they're not included 

12 by v i r t u e of the p r o v i s i o n i n the assignment? I s t h a t 

13 why we're here today? 

14 MR. BRUCE: That's c o r r e c t . Now, t h i s 

15 case i s a l i t t l e d i f f e r e n t , i f you look at E x h i b i t 1, 

16 because the ov e r r i d e i s not where the wellbore i s 

17 located. 

18 But there i s a case i n Wyoming where an 

19 i n t e r e s t owner owned an o v e r r i d i n g r o y a l t y where the 

2 0 wellbore was located, but was never pooled --

21 EXAMINER BROOKS: On a f e d e r a l lease? 

22 MR. BRUCE: -- never communitized. 

23 And the Court up there held t h a t because they 

24 were never pooled, they got t h e i r f u l l 5 percent 

25 o v e r r i d i n g r o y a l t y i n t o t a l p roduction from the w e l l , 
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1 r a t h e r than 5 percent d i v i d e d by whatever, you know, the 

2 t r a c t p a r t i c i p a t i o n f a c t o r was. 

3 EXAMINER BROOKS: I would expect t h a t t o 

4 be the r e s u l t i f you d i d not have a po o l i n g clause. So 

5 t h a t make sense. 

6 Would you be so ki n d , when you get back t o 

7 your o f f i c e , t o send me the c i t a t i o n f o r t h a t case? I 

8 need i t f o r my notebook. 

9 MR. BRUCE: Yes. 

10 EXAMINER BROOKS: Thank you. 

11 EXAMINER JONES: Thank you Mr. Richardson. 

12 With t h a t , the hearing i s concluded. 
13 * * * 

14 
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I , JACQUELINE R. LUJAN, New Mexico CCR #91, DO 

HEREBY CERTIFY t h a t on November 1, 2 012, proceedings i n 

the above captioned case were taken before me and t h a t I 

d i d r e p o r t i n stenographic shorthand the proceedings set 

f o r t h h erein, and the foregoing pages are a t r u e and 

cor r e c t t r a n s c r i p t i o n t o the best of my a b i l i t y . 

I FURTHER CERTIFY t h a t I am n e i t h e r employed by 

nor r e l a t e d t o nor contracted w i t h any of the p a r t i e s or 

attorneys i n t h i s case and t h a t I have no i n t e r e s t 

whatsoever i n the f i n a l d i s p o s i t i o n of t h i s case i n any 

cou r t . 

WITNESS MY HAND t h i s 12th day of November, 

2012 
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Expires: 12/31/2012 
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