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A P P E A R A N C E S 

FOR THE DIVISION: 

ROBERT G. STOVALL 
Atto r n e y a t Law 
Legal Counsel t o the D i v i s i o n 
State Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87504 

FOR THE APPLICANT: 

PADILLA & SNYDER 
Attorneys a t Law 
By: ERNEST L. PADILLA 
200 West Marcy, Suite 216 
P.O. Box 2523 
Santa Fe, New Mexico 87504-2523 

* * * 

CUMBRE COURT REPORTING 
(505) 984-2244 



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 

3 

I N D E X 

Page Number 

Appearances 2 

GREG RASMUSSEN 

D i r e c t Examination by Mr. P a d i l l a 4 

Examination by Examiner Stogner 9 

Examination by Mr. S t o v a l l 11 

Further Examination by Examiner Stogner 12 

Further Examination by Mr. P a d i l l a 13 

Further Examination by Examiner Stogner 13 

Further Examination by Mr. S t o v a l l 13 

C e r t i f i c a t e of Reporter 24 

* * * 

E X H I B I T S 

APPLICANT'S EXHIBITS: 

E x h i b i t 1 5 

E x h i b i t 2 5 

E x h i b i t 3 6 

E x h i b i t 4 8 
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WHEREUPON, the f o l l o w i n g proceedings were had 

at 11:19 a.m.: 

EXAMINER STOGNER: C a l l next case, Number 

10,756. 

MR. STOVALL: A p p l i c a t i o n of Hal J. Rasmussen 

Operating, I n c . , f o r unorthodox l o c a t i o n s and 

simultaneous d e d i c a t i o n , Lea County, New Mexico. 

EXAMINER STOGNER: Are there appearances i n 

t h i s case? 

MR. PADILLA: Mr. Examiner, my name i s Ernest 

P a d i l l a f o r the App l i c a n t , and I ask t h a t the witness 

who t e s t i f i e d i n the p r i o r case f o r the A p p l i c a n t be 

considered q u a l i f i e d and sworn. 

EXAMINER STOGNER: The record w i l l so show. 

Are there any other appearances? 

MR. PADILLA: And I'm handing you the 

e x h i b i t s f o r t h i s case and our c e r t i f i e d n o t i c e t o the 

o f f s e t operators. 

GREG RASMUSSEN, 

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. PADILLA: 

Q. Mr. Rasmussen, can you t e l l the Examiner what 

t h i s hearing i s about? 
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A. We wish t o d r i l l a d d i t i o n a l w e l l s on 

unorthodox l o c a t i o n s . 

EXAMINER STOGNER: What type of wells? 

THE WITNESS: O i l w e l l s . 

Q. (By Mr. P a d i l l a ) Mr. Rasmussen, have you 

prepared e x h i b i t s f o r i n t r o d u c t i o n a t t h i s hearing? 

A. I have. 

Q. I s t h i s A p p l i c a t i o n very much i n the nature 

of the previous case? 

A. Yes, i t i s . 

Q. Let's go t o what we have marked as E x h i b i t 

Number 1 and have you i d e n t i f y t h a t f o r the Examiner. 

A. This i s an ownership map. The green dots are 

the proposed l o c a t i o n s . 

Q. And you're asking f o r two unorthodox 

l o c a t i o n s ; i s t h a t r i g h t ? 

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

Q. And those are second w e l l s i n the p r o r a t i o n , 

r i g h t ? 

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

Q. Outl i n e d i n yellow, I take i t , i s the acreage 

t h a t you operate as shown on E x h i b i t 1? 

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

Q. Let's move on t o what we have marked as 

E x h i b i t 2, and i d e n t i f y t h a t f o r the Examiner, please. 

CUMBRE COURT REPORTING 
(505) 984-2244 



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 

6 

A. This i s a s t r u c t u r e map. Again, the proposed 

l o c a t i o n s are the green dots, the Eaves — the Sholes 

A9 and the Sholes A10. 

Q. And you have cross-hatched i n ye l l o w — 

c o r r e c t i o n , i n red — the proposed — the e x i s t i n g 

p r o r a t i o n u n i t ? 

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

Q. And the p r o r a t i o n u n i t covering the northeast 

q u a r t e r of t h a t Section 24 — I s t h a t Section 24? 

A. I t i s . 

Q. Okay. What i s the e x i s t i n g w e l l , or which i s 

the e x i s t i n g w e l l i n t h a t p r o r a t i o n u n i t ? 

A. The e x i s t i n g w e l l i n the northeast of the 

northeast p r o r a t i o n u n i t i s the Sholes A20. 

Q. And what i s the st a t u s of product i o n of t h a t 

w e l l ? 

A. I t ' s c u r r e n t l y making about 40 b a r r e l s a day. 

Q. And i s t h a t shown on E x h i b i t 3, t h a t — 

A. No, s i r , i t i s not. 

Q. And why i s tha t ? 

A. The production data at D w i g h t ' s i s not up t o 

date. 

Q. And are you f a m i l i a r w i t h the p r o d u c t i o n data 

f o r t h a t w ell? 

A. Yes, I am. 

CUMBRE COURT REPORTING 
(505) 984-2244 



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 

7 

Q. Okay. How about the w e l l i n the southeast 

q u a r t e r , southeast quarter of t h a t section? What i s 

i t s p r o d u c t i o n status? 

A. The Sholes Al? 

Q. Yes. 

A. I t ' s doing 30 b a r r e l s of o i l per day. 

Q. What's the allowable f o r t h i s pool? 

A. The allowable i s — f o r each p r o r a t i o n u n i t , 

i s 80 b a r r e l s of o i l per day, per w e l l . 

Q. What other experience do you have — Well, 

l e t me ask the question t h i s way: I s your company 

c u r r e n t l y o p erating i n f i l l p roduction such as you're 

r e q u i r i n g — or requesting — here, t o b e t t e r d r a i n the 

p r o r a t i o n u n i t s ? 

A. Yes. Again, t h i s lease was purchased from 

Conoco. The Eaves lease was also purchased from 

Conoco. Conoco d r i l l e d the A15, the Eaves A15, and we 

would l i k e t o d r i l l one on the Sholes. 

Q. I s there anything f u r t h e r you'd l i k e t o 

t e s t i f y concerning — Well, l e t me have you discuss f o r 

the Examiner the type of geology found i n t h i s 

A p p l i c a t i o n as shown on E x h i b i t Number 2. 

A. I f you look on E x h i b i t Number 2 of t h i s case, 

y o u ' l l note t h a t the s t r u c t u r e r i s e s approximately 200 

f e e t i n e l e v a t i o n i n a mere one l o c a t i o n . That's 
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i n d i c a t i v e of a re e f . There's a strong water d r i v e . 

Q. I n terms of water d r i v e , why i s i t necessary 

t o d r i l l the second w e l l on a p r o r a t i o n u n i t ? 

A. I n order t o produce — recover the o i l i n 

between the e x i s t i n g w e l l s on the c u r r e n t p r o r a t i o n 

u n i t s , you have t o have a l a t e r a l f o r c e moving the o i l 

sideways, because the amount of water down t h e r e , the 

o i l i s not going t o move sideways. 

Q. And t h a t r e q u i r e s the d r i l l i n g of the second 

we l l ? 

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

Q. What's E x h i b i t Number 4, Mr. Rasmussen? 

A. A t y p i c a l l o g . 

Q. And t h a t ' s j u s t given f o r the D i v i s i o n ' s 

i n f o r m a t i o n ; i s t h a t correct? 

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

Q. Mr. Rasmussen, would approval of t h i s 

A p p l i c a t i o n be i n the best i n t e r e s t s of u l t i m a t e 

recovery of o i l and gas? 

A. Yes, i t would. 

Q. And would i t be i n the best i n t e r e s t s of 

conservation of o i l and gas? 

A. Yes, i t would. 

MR. PADILLA: Mr. Examiner, we tender 

E x h i b i t s 1 through 4 and pass the witness. 
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EXAMINER STOGNER: E x h i b i t s 1 through 4 w i l l 

be admitted i n t o evidence. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Okay, the Jalmat O i l and Gas Pool c o n s i s t s of 

several formations, t h i s being i n an o i l i n t e r v a l . I s 

i t s t r i c t l y confined t o the Seven Rivers? 

A. Yes, s i r . 

Q. Where are some of the — I n what for m a t i o n 

does the gas u s u a l l y appear? 

A. The Yates i s g e n e r a l l y a gaseous fo r m a t i o n . 

The Yates i s above the Seven Rivers. 

Q. Now, the w e l l s o f f s e t t i n g t o the west of t h i s 

160 acres — I ' l l r e f e r t o the east h a l f , east h a l f — 

are those gas or o i l wells? 

A. They're gas w e l l s . 

Q. I n the Yates? 

A. I n the Yates formation, yes, s i r , whereas our 

o i l w e l l s are completed i n the Seven Rivers. 

Q. Both, however, s t i l l s u b j ect t o the Jalmat 

O i l and Gas Pool Rules, corre c t ? 

A. Yes, s i r . 

Q. I n Un i t I or the northeast q u a r t e r of the 

southeast q u a r t e r , do you pe r s o n a l l y have two w e l l s 

already on t h a t quarter s e c t i o n — quarter q u a r t e r 
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section? 

A. P o s i t i o n 9? 

Q. Un i t 9? 

A. Yes, there's a w e l l i n t h e r e . I t ' s c a l l e d 

the Sholes A8. 

Q. And i s t h a t producing? 

A. I t i s producing. I t ' s i n the Yates 

for m a t i o n . I t ' s a gas w e l l . 

Q. Gas well? 

A. Yes, s i r . 

Q. And what's i t s present dedicated acreage? 

A. I bel i e v e i t ' s dedicated i n p o s i t i o n I . 

Q. Being how many acres? 

A. Forty acres. 

Q. And how many acreage f a c t o r s would t h a t be 

assigned? 

A. I don't know. 

Q. What would c o n s t i t u t e an acreage f a c t o r — Do 

you know what an acreage f a c t o r i s i n a Jalmat gas 

p r o r a t i o n u n i t ? 

A. No, s i r , I do not. 

Q. You do not? I thought you were f a m i l i a r w i t h 

the operations out here. 

A. I am. 

Q. You don't know what c o n s t i t u t e s a fo u r or a 
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one acreage f a c t o r i n the gas pool, Jalmat Gas Pool? 

A. Not phrased as such. 

EXAMINATION 

BY MR. STOVALL: 

Q. Do you operate any Jalmat Gas Wells, Mr. 

Rasmussen? 

A. Yes, s i r . 

Q. You're f a m i l i a r w i t h the allowable s t r u c t u r e ? 

A. Yes, s i r . 

Q. Do you know how t h a t ' s calculated? 

A. Not o f f the top of my head. Quite f r a n k l y , 

we don't have a l o t of w e l l s t h a t do the top allow a b l e . 

Q. When you look a t the schedule, what do you 

look at? You see — You're f a m i l i a r w i t h the gas 

p r o r a t i o n schedule, r i g h t ? 

A. Yes, s i r . 

Q. What do you look a t when you look a t i t f o r 

your wells? 

A. I'm not sure I understand the question. 

Q. Well, how do you determine whether or not 

your w e l l s are operating l e g a l l y w i t h i n the allow a b l e , 

whether they're over-produced — 

A. Not only do I help handle some of the 

l e g a l i t i e s , but we have other people i n our o f f i c e t h a t 

handle those also. 
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Q. Okay. So you're not i n charge of pr o d u c t i o n 

and keeping i n compliance w i t h the p r o r a t i o n schedule; 

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

A. I am not the sole person t h a t does t h a t . 

MR. STOVALL: Mr. Rasmussen, I'm going t o 

make a suggestion t h a t you f a m i l i a r i z e y o u r s e l f w i t h 

t h a t concept of the acreage f a c t o r concept. I t ' s 

f a i r l y e s s e n t i a l t o gas p r o r a t i o n i n the State of New 

Mexico so — 

THE WITNESS: Okay. 

MR. STOVALL: — something you may w i t h t o be 

f a m i l i a r w i t h i t . 

FURTHER EXAMINATION 

BY EXAMINER STOGNER: 

Q. I'm t r y i n g t o f i n d what the p r o r a t i o n u n i t 

i s . I'm t r y i n g t o f i n d some s o r t of documentation. 

Could you supply t h a t t o me on U n i t I f o r 

t h a t w e l l number 8? 

Now you also have an o i l w e l l on t h e r e t o o , 

don't you? 

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

I ' d l i k e t o p o i n t out t h a t Conoco d r i l l e d 

t h a t w e l l 8 also. 

Again, we acquired t h i s lease perhaps s i x 

months, a year ago. Without l o o k i n g s p e c i f i c a l l y t o 
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t h a t w e l l number 8, I guess I'm assuming they d i d i t 

p r o p e r l y . 

FURTHER EXAMINATION 

BY MR. PADILLA: 

Q. Do you know how much acreage i s dedicated t o 

t h a t gas well? I s i t 320 acres or 160? 

A. I t ' s the only gas w e l l on t h a t p a r t i c u l a r 

lease. 

Q. Do you know whether the east h a l f or the 

south h a l f of t h a t s e c t i o n i s dedicated t o the we l l ? 

A. No, I do not. 

FURTHER EXAMINATION 

BY EXAMINER STOGNER: 

Q. How about the number 1? 

A. The Sholes A l i s again i n p o s i t i o n P. 

Q. And t h a t ' s a 40-acre o i l , r i g h t ? 

A. Yes, s i r . 

Q. And the number 2? 

A. Number 2 i s a 40-acre p r o r a t i o n u n i t . I t ' s 

an o i l w e l l . 

Q. And number 3? 

A. Three i s an o i l w e l l . 

FURTHER EXAMINATION 

BY MR. STOVALL: 

Q. In f o r m a t i o n w i t h respect t o the Sholes A 
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Account 1 Well Number 5, I t h i n k t h a t ' s the — are you 

t a l k i n g about the — 

A. That i s also the Sholes A8 

MR. STOVALL: Yeah, I understand. I t appears 

t h a t what has happened i s t h a t the completion r e s u l t e d 

i n a change. There's a sundry n o t i c e changing i t from 

the number 5 t o the number 8, dropping the AC1. 

We have a sundry here which references 

approval f o r a nonstandard p r o r a t i o n u n i t and 

unorthodox gas w e l l l o c a t i o n , but i t ' s not a c t u a l l y 

attached t o the copy — This i s a BLM sundry n o t i c e and 

the approval i s not attached, as you've referenced. 

I t h i n k t h e r e i s some confusion about what 

t h i s w e l l i s — or where, I mean what the d e d i c a t i o n of 

i t i s . 

EXAMINER STOGNER: That's what I was hoping 

t o b r i n g t o l i g h t . At t h i s time — 

Q. (By Mr. S t o v a l l ) Do you have a D i v i s i o n 

Order? Do you know who you pay on t h i s w e l l ? I s t h e r e 

anybody i n the w e l l besides Rasmussen? 

A. There are other i n t e r e s t owners i n the 

leases. 

MR. STOVALL: The reference, Due t o 

completion of t h i s w e l l i n the Jalmat Gas Pool, i t i s 

no longer communitized — I assume you're not — Since 
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t h a t was done i n 1984. I assume you're not f a m i l i a r 

w i t h i t ; i s t h a t correct? 

MR. PADILLA: Mr. Examiner, I'm not sure t h a t 

I understand the problem. I f the w e l l i s a gas w e l l , 

then i t presumably would have a gas d e d i c a t i o n w i t h i n 

the Yates pool. 

EXAMINER STOGNER: That p r e c i s e l y i s the 

problem. 

Are you f a m i l i a r w i t h Order R-8181H, the 

Jalmat Gas/Oil Pool Rules? 

MR. PADILLA: I read them i n terms of f i l i n g 

t h i s A p p l i c a t i o n , Mr. Examiner. For o i l spacing i t ' s 

40 acres. 

EXAMINER STOGNER: Rule 2A3 s t a t e s , Acreage 

dedicated t o a gas w e l l i n the Jalmat Gas Pool s h a l l 

not be simultaneously dedicated t o an o i l w e l l i n the 

Jalmat Gas Pool and the dual completion of a w e l l so as 

t o produce o i l from the Yates and o i l from the Seven 

River or Queen formation, t h a t ' s p r o h i b i t e d . That's 

p r e c i s e l y what's the problem. 

This w e l l shows up on Conoco, I n c . , Sholes A 

number 8 i n U n i t I of 24, 2 5 South, 3 6 East. And the 

p r o r a t i o n schedule, October, 1992, t o March of 1993 — 

t h a t ' s the l a t e s t one I have a v a i l a b l e — showing an 

acreage f a c t o r of one i n the Jalmat Gas Pool, Jalmat 
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Gas Pool acreage f a c t o r of one would equal 160 acres. 

There i s a west h a l f , east h a l f d e d i c a t i o n t o 

the Burleson w e l l s t o the west, f o r a nonstandard 

p r o r a t i o n u n i t comprising t h a t west h a l f , east h a l f . 

I have no record of the east h a l f , east h a l f 

being a nonstandard p r o r a t i o n u n i t . 

MR. PADILLA: Mr. Examiner, as I understand 

t h a t Rule, i t says you — and c o r r e c t me i f I'm 

mistaken, but you cannot simultaneously dedicate a w e l l 

w i t h i n the same wellbore t o both gas and o i l . 

EXAMINER STOGNER: No, Acreage d e d i c a t i o n t o 

a gas w e l l i n the Jalmat Gas Pool s h a l l not be 

simultaneously dedicated t o an o i l w e l l i n the Jalmat 

Gas Pool. 

What t h a t means i s , i f we have a 160-acre gas 

p r o r a t i o n u n i t — and Rasmussen's very f a m i l i a r w i t h 

t h i s because there were some orders t h a t he came i n 

here years ago, or about fo u r years ago, t h r e e years 

ago, and we have deducted acreage from those p r o r a t i o n 

u n i t s as a w e l l t h a t ' s completed and as an o i l w e l l . 

Then t h a t 40-acre t r a c t then comes out of t h a t gas 

p r o r a t i o n u n i t , so there would be no overlap of 

dedicated acreage. 

So there's several problems i n t h i s . I don't 

know what the acreage f a c t o r of one i s . I do not have 
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any documentation t o show me i f t h e r e 1 s a nonstandard 

p r o r a t i o n u n i t out here. 

Now, e v i d e n t l y i t has been going on because 

you have bought i t from Conoco. Even our p r o r a t i o n 

schedule shows Conoco as the operator of the Number 8. 

So there i s a l o t of confusion. I was hoping 

t h a t t h a t could be stra i g h t e n e d up today and — 

THE WITNESS: As you know, we bought t h i s 

lease from Conoco, and Conoco d r i l l e d the w e l l . At one 

time i t was the — I be l i e v e i t was the A Account 1 

Number 5. And then they i n t u r n changed i t t o the 

Sholes A8. 

EXAMINER STOGNER: That I have a record o f . 

MR. STOVALL: Yeah, t h a t ' s r i g h t here. 

I t appears from the f i l e we have t h a t the 

w e l l was o r i g i n a l l y d r i l l e d , when i t was the Account 1 

Number 5, as a gas w e l l — as an o i l w e l l , excuse me — 

w i t h 40 acres dedicated t o i t . I t was p e r m i t t e d as an 

o i l w e l l by BLM. I have i n f o r m a t i o n — 

THE WITNESS: Perhaps i n s i m p l i s t i c terms, 

they s t a r t e d down I be l i e v e — took down the Queen and 

s t a r t e d coming uphole, h i t t i n g v arious zones. 

B a s i c a l l y a l l the zones they h i t were water, 

so they came up t o the Yates formation t o produce the 

gas because t h a t was the l a s t zone, t h a t was the only 
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commercial zone. 

MR. STOVALL: W e l l , we now have a sundry 

which was approved by the BLM i n 1982. We proposed t o 

complete the subject w e l l as a gas w e l l , Jalmat gas 

w e l l . 

A subsequent sundry i n 1983, proposal t o 

shoot and a c i d i z e and complete, see attached procedure, 

t h i s releases the procedure approved i n 1982, NMOCD 

approval f o r nonstandard p r o r a t i o n u n i t and unorthodox 

l o c a t i o n i s also attached. I don't see t h a t on the 

copy t h a t was provided t o us by Conoco. 

Then there i s a subsequent sundry which says, 

Due t o completion of t h i s i n the Jalmat Gas Pool i t i s 

no longer communitized, and I'm not sure t h a t one would 

change the name t o the Sholes A Number 8, l a t e r e p o r t 

t o f o l l o w , completion as a gas w e l l , no reference t o 

the dedicated acreage. 

My biggest concern, Mr. Examiner, i s , a ) , 

you've got a gas w e l l , and we're not sure — i t ' s got 

an acreage f a c t o r of one, but we don't appear t o have 

160-acre d e d i c a t i o n ; i s t h a t c o r r e c t ? 

EXAMINER STOGNER: That's one of the 

problems, yes. 

MR. STOVALL: And then the second problem i s , 

you've got a gas w e l l completed i n the Jalmat, and 
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you're proposing t o dedicate t h a t same acreage t o an 

o i l w e l l . I s t h a t the other concern? 

EXAMINER STOGNER: Well, t h a t ' s already being 

done out t h e r e , more w e l l s . 

MR. STOVALL: More w e l l s . 

THE WITNESS: Now, where we are wanting t o 

d r i l l i s i n a d i f f e r e n t p r o r a t i o n u n i t than the 

p r o r a t i o n u n i t which the Sholes A3 and the A8 i s i n . 

EXAMINER STOGNER: Oh, you have documentation 

t o show t h a t ? You t o l d me you d i d n ' t . You t o l d me you 

d i d n ' t know what the dedicated acreage was. 

I show — I have some t h a t have 160 acres 

then. Do you have which 160 acres i s dedicated t o 

number 8? 

THE WITNESS: No, s i r , I'm r e f e r e n c i n g the — 

EXAMINER STOGNER: Then you don't know. 

Thank you. 

MR. STOVALL: I t h i n k there's confusion t h a t 

needs t o be resolved. I t h i n k t h i s case i s going t o 

need t o be continued u n t i l we can f i g u r e out what i s 

being proposed or what i s a c t u a l l y c u r r e n t l y being 

done. 

What's the proposed spacing u n i t f o r t h i s 

p a r t i c u l a r w e l l , t h i s subject well? 

MR. PADILLA: Southeast q u a r t e r , t he 
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southeast q u a r t e r , U n i t B. 

MR. STOVALL: Southeast southeast? 

MR. PADILLA: Yes. 

Mr. Examiner, perhaps i t would be b e t t e r j u s t 

t o leave the record open. We can supply the 

i n f o r m a t i o n as f a r what a c t u a l acreage i s dedicated t o 

the gas w e l l . 

EXAMINER STOGNER: I t h i n k t h a t would be 

f i n e . 

Are you proposing t o continue t h i s case, Mr. 

P a d i l l a ? 

MR. PADILLA: Well, w e ' l l continue i t , Mr. 

Examiner, but i f we could f i n d — I t seems t h a t you're 

l o o k i n g a t your w e l l records, and t h a t ' s not c l e a r l y 

d e f i n e d i n the w e l l records themselves. Perhaps the 

Ap p l i c a n t , i n t h e i r f i l e s , have more i n f o r m a t i o n , or 

perhaps the BLM f i l e s are more up t o date. 

EXAMINER STOGNER: A c t u a l l y , Mr. Rasmussen's 

f i l e s should be up t o date. That's what I was hoping 

today: When an a p p l i c a n t comes i n , he i s prepared. 

And i f I found t h i s confusion, I was hoping t h a t i t 

would get s e t t l e d today. 

And what t h a t t e l l s me i s , perhaps your 

A p p l i c a n t was not prepared today. I mean, w i t h i n j u s t 

a matter of 3 0 minutes t o 45 minutes t h i s was apparent 
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t o me, t h a t something was wrong. 

MR. STOVALL: Mr. P a d i l l a , you're proposing 

t h a t we j u s t leave the record open; i s t h a t what you're 

suggesting? 

MR. PADILLA: Yes, s i r . 

MR. STOVALL: Mr. Examiner, the question i s , 

do you want t o leave the record open or do you want t o 

continue i t t o a date c e r t a i n and b r i n g i t back and 

c l e a r up the information? 

EXAMINER STOGNER: I don't t h i n k any 

a d d i t i o n a l testimony would be apparent, other than what 

documentations are provided, would c l a r i f y i n t h i s 

matter. I don't know i f there would be any necessity, 

Mr. P a d i l l a , t o have your witness come back up. 

MR. PADILLA: I don't t h i n k t h a t would serve 

any purpose. I t h i n k I could supply t h a t through 

a f f i d a v i t or some of the t h i n g s from --

EXAMINER STOGNER: And i f something d i d 

occur, we can always re-open the case. 

MR. PADILLA: t h a t would be f i n e . 

EXAMINER STOGNER: So why don't we do t h a t , 

continue t h i s matter, somewhat open-ended, u n t i l 

documentation supplied by Mr. P a d i l l a , or through Mr. 

P a d i l l a by Mr. Rasmussen — 

MR. STOVALL: I t does r a i s e another b i t of a 
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concern, however, i n t h a t we've got testimony w i t h 

respect t o ownership and operation f o r n o t i c e purposes, 

but Mr. Rasmussen's unable t o t e l l us who owns or what 

acreage i s dedicated t o a w e l l which he operates, and 

t h a t causes me concern w i t h respect t o n o t i c e . Have we 

i n f a c t n o t i f i e d ? 

MR. PADILLA: There's no issue Mr. Examiner, 

or Mr. S t o v a l l , t h a t a l l of t h e i r p a r t ners or whoever 

i s i n v o l v e d i n d r i l l i n g these w e l l s — I t ' s not a 

compulsory p o o l i n g case or — There's no issue t h a t no 

one i s not i n agreement. I s t h a t what you're — 

MR. STOVALL: Well, no, I'm con s i d e r i n g i f 

i t ' s a 160-acre w e l l , and you're d e d i c a t i n g a — a 160-

acre gas w e l l , the A8 i s , and you're proposing t o 

dedicate a 40-acre o i l w e l l , there may be some concern 

w i t h i n t h a t p r o r a t i o n u n i t . 

I f the A8 i s a 40-acre gas w e l l , and you're 

proposing t o d r i l l an o i l w e l l — I s t h a t o f f s e t 

acreage? I can't — Look here f o r a second — i n an 

unorthodox l o c a t i o n o f f s e t t i n g t h a t w e l l , t h e r e may be 

concern t o the p a r t i e s , you know, what i s t h e i r 

r e l a t i o n s h i p w i t h — I t h i n k we need t o f i n d out what 

the — 

MR. PADILLA: Could I supply t h a t a t the same 

time? 
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MR. STOVALL: We can leave the recor d open 

w i t h the understanding t h a t we may have t o b r i n g i t 

back f o r hearing again. 

MR. PADILLA: I understand. 

MR. STOVALL: Let's f i n d out what the 

question i s , and then w e ' l l f i g u r e out what the — We 

don't even know the question; I guess we can't worry 

about the answer y e t . 

Anyhow, t h a t ' s — We need t o f i n d out what 

acreage i s dedicated t o what w e l l s . 

MR. PADILLA: Okay. 

EXAMINER STOGNER: With t h a t , i s t h e r e 

anything f u r t h e r w i t h t h i s witness a t t h i s time? 

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

EXAMINER STOGNER: Okay. With t h a t , the 

record w i l l be l e f t open pending the submission of 

a d d i t i o n a l i n f o r m a t i o n , w i t h the understanding t h a t i t 

may be necessary t o re-open t h i s case. 

Thank you, Mr. P a d i l l a . I f y o u ' l l keep i n 

contact w i t h Mr. S t o v a l l , then I ' l l — 

MR. PADILLA: I ' l l get t h a t i n f o r m a t i o n as 

soon as I can. 

(Thereupon, these proceedings were concluded 

a t 11:46 a.m.) 

* * * 
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I FURTHER CERTIFY t h a t I am not a r e l a t i v e or 
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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

I N THE MATTER OF THE HEARING ) 
CALLED BY THE OIL CONSERVATION ) 
DIVISION FOR THE PURPOSE OF ) 

CONSIDERING: ) CASE NO. 10756 

APPLICATION OF HAL J. RASMUSSEN OPERATING, INC. 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: D a v i d C a t a n a c h , H e a r i n g Examiner 

A p r i l 14, 1994 

Santa Fe, New Mex i c o 

T h i s m a t t e r came on f o r h e a r i n g b e f o r e t h e 

O i l C o n s e r v a t i o n D i v i s i o n on A p r i l 14, 1994, a t 

Morgan H a l l , S t a t e Land O f f i c e B u i l d i n g , 310 O l d 

Santa Fe T r a i l , Santa Fe, New M e x i c o , b e f o r e Deborah 

O'Bine, RPR, C e r t i f i e d C o u r t R e p o r t e r No. 63, f o r t h e 

S t a t e o f New M e x i c o . 

ORIGINAL 
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I N D E X 

A p r i l 14, 1994 
Examiner H e a r i n g 
CASE NO. 10756 

PAGE 

APPEARANCES 3 

HAL J. RASMUSSEN'S WITNESS: 

HAL J. RASMUSSEN 
E x a m i n a t i o n by Mr. P a d i l l a 4 
E x a m i n a t i o n by Examiner Catanach 14 

REPORTER'S CERTIFICATE 19 

E X H I B I T S 

ID ADMTD 
E x h i b i t 5 7 14 
E x h i b i t 6 9 14 
E x h i b i t 7 17 
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A P P E A R A N C E S 

FOR THE DIVISION: RAND L. CARROLL, ESQ. 
G e n e r a l C o u n s e l 
O i l C o n s e r v a t i o n Commission 
S t a t e Land O f f i c e B u i l d i n g 
310 O l d Santa Fe T r a i l 
S anta Fe, New Me x i c o 87501 

FOR THE APPLICANT: PADILLA & SNYDER 
P.O. Box 2523 
Santa Fe, New Me x i c o 87504-2523 
BY: ERNEST L. PADILLA, ESQ. 
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EXAMINER CATANACH: C a l l t h e h e a r i n g t h i s 

m o r n i n g f o r D o c k e t 11-94. A t t h i s t i m e w e ' l l c a l l 

Case 10756. 

MR. CARROLL: A p p l i c a t i o n o f H a l J. 

Rasmussen O p e r a t i n g , I n c . , f o r u n o r t h o d o x l o c a t i o n s 

and s i m u l t a n e o u s d e d i c a t i o n , Lea Coun t y , New M e x i c o . 

EXAMINER CATANACH: A r e t h e r e a p p e a r a n c e s 

i n t h i s case? 

MR. PADILLA: Mr. Examiner, I'm E r n e s t L. 

P a d i l l a , Santa Fe, New M e x i c o , f o r t h e a p p l i c a n t . I 

have one w i t n e s s t o be sworn. 

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

a p p e a r a n c e s ? 

MR. RASMUSSEN: Yes. I'm H a l J. Rasmussen 

on b e h a l f o f H a l J. Rasmussen O p e r a t i n g , I n c . 

HAL J. RASMUSSEN, 

t h e w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t d u l y 

sworn upon h i s o a t h , was examined and t e s t i f i e d as 

f o l l o w s : 

EXAMINATION 

BY MR. PADILLA: 

Q. Mr. Rasmussen, what i s y o u r c o n n e c t i o n t o 

t h e a p p l i c a n t i n t h i s case? 

A. I'm t h e p r e s i d e n t o f H a l J. Rasmussen 

O p e r a t i n g , I n c . 
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Q. Mr. Rasmussen, have you p r e v i o u s l y 

t e s t i f i e d b e f o r e t h e O i l C o n s e r v a t i o n D i v i s i o n and 

had y o u r c r e d e n t i a l s a c c e p t e d as a m a t t e r o f r e c o r d ? 

A. Yes, I have. 

Q. I n what c a p a c i t y o t h e r t h a n as a c o r p o r a t e 

o f f i c e r have you t e s t i f i e d b e f o r e t h e O i l 

C o n s e r v a t i o n D i v i s i o n ? 

A. As a P r o f e s s i o n a l E n g i n e e r . I ' v e 

t e s t i f i e d f o r a h e a r i n g t o change t h e f i e l d r u l e s i n 

t h e J a l m a t f i e l d . On s e v e r a l o c c a s i o n s I t e s t i f i e d 

t o change t h e f i e l d r u l e s i n t h e W i l s o n f i e l d . 

Q. Mr. Rasmussen, have you f a m i l i a r i z e d 

y o u r s e l f w i t h t h e s p e c i a l p o o l r u l e s o f t h e J a l m a t 

P o o l w h i c h a r e und e r c o n s i d e r a t i o n i n s o f a r as t h i s 

a p p l i c a t i o n i s con c e r n e d ? 

A. Yes, I have. 

MR. PADILLA: Mr. Exami n e r , l e t me f i r s t 

o f a l l make a b r i e f s t a t e m e n t c o n c e r n i n g -- o r f i r s t 

l e t me ask t h a t t h e r e c o r d o f t h e p r i o r case be 

i n c o r p o r a t e d i n i t s e n t i r e t y . 

E a r l i e r we p r e s e n t e d t e s t i m o n y b e f o r e 

Examiner S t o g n e r i n t h i s c a s e , and we came t o a 

s t a n d s t i l l o f t h e case s i m p l y because we c o u l d n o t 

show t h a t t h e r e had been some t y p e o f e x c e p t i o n t o 

a l l o w s i m u l t a n e o u s d e d i c a t i o n o f a w e l l on l a n d t h a t 
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was s i m u l t a n e o u s l y d e d i c a t e d b o t h t o an o i l w e l l and 

t o a gas w e l l . T h i s a p p l i c a t i o n r e q u e s t s i n f i l l 

d r i l l i n g f o r o i l p r o d u c t i o n . 

The p r o b l e m t h a t we had on t h e p r o r a t i o n 

u n i t u n d e r c o n s i d e r a t i o n o r 160 a c r e s was t h a t gas 

w e l l o p e r a t e d by Rasmussen O p e r a t i n g i s 

s i m u l t a n e o u s l y d e d i c a t e d t o t h e gas w e l l and f o r o i l 

w e l l s . So t h e r u l e s o f t h e J a l m a t P o o l d i s a l l o w t h a t 

t y p e o f s i m u l t a n e o u s d e d i c a t i o n . 

Our t e s t i m o n y h e r e t o d a y and t h e new 

e v i d e n c e we're p r e s e n t i n g i s e s s e n t i a l l y a l e t t e r 

f r o m Mr. J e r r y S e x t o n o f t h e Hobbs D i s t r i c t O f f i c e 

i n d i c a t i n g t h a t t h i s k i n d o f p r a c t i c e has been 

a l l o w e d i n t h e J a l m a t P o o l f o r b o t h w e l l s p r o d u c e d 

f r o m d i f f e r e n t h o r i z o n s . I n o t h e r w o r d s , t h e y ' r e n o t 

p r o d u c i n g o i l i n t h i s case f r o m t h e J a l m a t P o o l o r 

t h e same zone as you a r e p r o d u c i n g t h e o i l . So 

t h a t ' s e s s e n t i a l l y t h e case t o d a y . 

Q. Mr. Rasmussen, have you f o r t h i s h e a r i n g 

c o m p i l e d e v i d e n c e and t e s t i m o n y t h a t you i n t e n d t o 

i n t r o d u c e ? 

A. Some a d d i t i o n a l t e s t i m o n y . I was under 

t h e i m p r e s s i o n t h a t t h e o l d documents t h a t we f i l e d 

b e f o r e were g o i n g t o be a v a i l a b l e and t h a t we were 

j u s t g o i n g t o go w i t h t h o s e . 
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MR. PADILLA: Mr. Exami n e r , I h a v e n ' t 

marked my e x h i b i t s , b u t I t h i n k I ' d j u s t as soon mark 

t h e s e t wo e x h i b i t s t h a t e s s e n t i a l l y f o l l o w 

c h r o n o l o g i c a l l y . I d o n ' t have t h e r e c o r d . I f I 

c o u l d , I ' d l i k e t o r e v i e w t h e f i l e , t h e Commission's 

f i l e , and t h e n mark them l a t e r . 

EXAMINER CATANACH: Okay. T h a t w i l l be 

f i n e , Mr. P a d i l l a . 

Q. (BY MR. PADILLA) Mr. Rasmussen, p l e a s e 

i d e n t i f y what we have marked as -- w e l l , I b e l i e v e we 

had some e x h i b i t s , Mr. Exa m i n e r , e a r l i e r . I t h i n k 

t h e t r a n s c r i p t w o u l d p r o b a b l y i n d i c a t e w h i c h ones 

t h o s e a r e . 

EXAMINER CATANACH: I j u s t show t h r e e 

e x h i b i t s , Mr. P a d i l l a . A c t u a l l y , f o u r , f o u r 

e x h i b i t s . 

MR. PADILLA: L e t ' s mark t h i s one 5 t h e n . 

Q. T e l l t h e e x a m i n e r what E x h i b i t No. 5 i s , 

p l e a s e . 

A. E x h i b i t No. 5 i s a l e t t e r f r o m J e r r y 

S e x t o n . Our l a s t h e a r i n g t h a t we had f o r t h e s e two 

i n f i l l l o c a t i o n s t h a t we were -- n o n s t a n d a r d 

p r o r a t i o n u n i t s t h a t we were t r y i n g t o g e t , i n t h e 

l a s t h e a r i n g i t came up t h a t t h e r e was f o u r J a l m a t 

o i l w e l l s on t h i s 160 a c r e s , and t h e n t h e r e was a gas 
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w e l l p r o d u c i n g o u t o f t h e J a l m a t a l s o , and a t t h a t 

t i m e we d i d n o t know how -- where t h e a l l o w a b l e came 

f o r t h e gas w e l l . We b o u g h t t h i s p r o p e r t y f r o m 

Conoco. We were n o t a b l e t o answer t h a t , and S t o g n e r 

b a s i c a l l y s t o p p e d t h e h e a r i n g u n t i l we c o u l d answer 

t h a t . 

I t a l k e d t o J e r r y S e x t o n , and he s a i d t h a t 

i f y ou can p r o v e t h a t w e l l s t h a t a r e p r o d u c i n g i n t h e 

same p o o l a r e p r o d u c i n g f r o m d i f f e r e n t h o r i z o n s , t h a t 

t h e d i s t r i c t o f f i c e can g i v e s i m u l t a n e o u s 

d e d i c a t i o n . 

I n t h i s c ase, he had a p p r o v e d s i m u l t a n e o u s 

d e d i c a t i o n f o r Conoco. And h e r e ' s a l e t t e r — I 

c a l l e d h im and asked h im i f he w o u l d send a l e t t e r 

e x p l a i n i n g what happened i n t h a t c ase. And t h i s i s 

i t . 

Q. What does t h e l e t t e r say, Mr. Rasmussen? 

A. B a s i c a l l y i t s a y s , a c c o r d i n g t o t h e O i l 

C o n s e r v a t i o n D i v i s i o n ' s p o l i c i e s f o r t h e J a l m a t P o o l , 

an o i l o r gas w e l l may have t h e same a c r e a g e 

d e d i c a t e d t o each w e l l i f t h e y a r e p r o d u c i n g f r o m 

d i f f e r e n t h o r i z o n s . 

Q. Mr. Rasmussen, a r e you i n d e e d p r o d u c i n g 

f r o m d i f f e r e n t h o r i z o n s i n t h e 160 a c r e s ? 

A. Yes, we a r e . 
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Q. What do you have t o show t h e e x a m i n e r how 

A. I have s i n c e p u t t o g e t h e r a c r o s s - s e c t i o n 

s h o w i n g where t h e o i l w e l l s a r e p r o d u c i n g f r o m and 

where t h e gas w e l l s a r e p r o d u c i n g f r o m , and a t t h e 

b o t t o m i t shows t h e p r o d u c t i o n f r o m each w e l l . I t 

w i l l show t h a t t h e y a r e two s e p a r a t e h o r i z o n s w i t h i n 

t h e J a l m a t P o o l . 

Q. Mr. Rasmussen, do you have a n o t h e r copy o f 

t h e c r o s s - s e c t i o n f o r t h e e x a m i n e r ? 

A. Yes. I t ' s i n my b r i e f c a s e . 

Q. Mr. Rasmussen, w o u l d you t a k e t h a t 

c r o s s - s e c t i o n and e x p l a i n t o t h e e x a m i n e r what t h a t 

c r o s s - s e c t i o n c o n t a i n s ? 

A. Okay. B a s i c a l l y , t h i s c r o s s - s e c t i o n i s 

r u n n i n g a c r o s s o u r p r o p e r t y , g o i n g t h r o u g h t h e f o u r 

o i l w e l l s t h a t a r e p r o d u c i n g and t h e gas w e l l 

i t s e l f . I f I may, I ' l l s t e p down h e r e . 

T h i s c r o s s - s e c t i o n i s p u t t o g e t h e r on t h e 

t o p o f t h e Y a t e s f o r m a t i o n . Y o u ' l l see t h e 

p e r f o r a t i o n s g o i n g a c r o s s t h r o u g h a l l t h e s e w e l l s and 

sh o w i n g where t h e y ' r e p r o d u c i n g f r o m . The most 

i m p o r t a n t one i s t h e S h o l e s A No. 8 w h i c h i s 

p r o d u c i n g i n t h e Y a t e s sands t h a t a r e up a t t h e t o p . 

Q. T h a t ' s t h e w e l l t h a t ' s a p p r o x i m a t e l y i n 
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t h e m i d d l e ? 

A. T h a t ' s t h e gas w e l l . Yeah, t h a t ' s t h e one 

i n t h e m i d d l e . T h a t ' s t h e gas w e l l t h a t was i n 

q u e s t i o n . T h a t w e l l p r o d u c e s a b o u t 85 Mcf a day, 0 

o i l , and a b o u t 2 b a r r e l s a day o f w a t e r . 

Q. L e t ' s go o v e r t o t h e l e f t - h a n d s i d e o f t h e 

c r o s s - s e c t i o n and g i v e t h e e x a m i n e r some b a c k g r o u n d 

as t o where t h e w e l l s you want t o d r i l l , where t h e 

o i l w e l l s and t h e gas w e l l i n t e r m s o f t h e 1 6 0 - a c r e 

p r o r a t i o n u n i t . 

A. The two w e l l s t h a t I want t o d r i l l a r e 

g o i n g t o be h a l f w a y between -- one's g o i n g t o be 

h a l f w a y i n between what we c a l l t h e S h o l e s A No. 2 

and No. 4, and one i s g o i n g t o be h a l f w a y i n between 

what i s c a l l e d t h e Sh o l e s A No. 3 and No. 1. 

Q. What l e g a l s u b d i v i s i o n s a r e t h e y g o i n g t o 

be i n ? 

A. What we c a l l t h e a p p l i c a t i o n f o r t h e 

S h o l e s A No. 9 i s g o i n g t o be i n t h e s o u t h e a s t 

q u a r t e r o f t h e s o u t h e a s t q u a r t e r o f 24. And t h e No. 

10 w i l l be i n t h e n o r t h e a s t q u a r t e r o f t h e n o r t h e a s t 

q u a r t e r . T h e y ' r e n o t -- t h e y a r e n o t on t h i s c r o s s -

s e c t i o n , t h i s map i n f r o n t o f u s , t h i s 

c r o s s - s e c t i o n . They a r e on t h e p r e v i o u s maps t h a t we 

have i n t h e r e . 
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What I ' d l i k e t o show — 

Q. B e f o r e you go on, Mr. Rasmussen, y o u ' r e 

d e a l i n g w i t h t h e e a s t h a l f o f t h e e a s t h a l f o f t h e 

s e c t i o n ; r i g h t ? 

A. Yes. Our p r o p e r t y t h a t we own i s t h e e a s t 

h a l f o f t h e e a s t h a l f o f S e c t i o n 24. 

Q. Go on and e x p l a i n what t h e c r o s s - s e c t i o n 

shows i n t e r m s o f s e p a r a t i o n . 

A. On t h e c r o s s - s e c t i o n , what we have done 

o u t h e r e , we've t a k e n t h e s e o l d Seven R i v e r s r e e f 

w e l l s t h a t have cum'd a l o t , and we have p l a c e d them 

on s u b m e r s i b l e pumps. Our p u r p o s e i n h e r e i s t o 

d r i l l two i n f i l l w e l l s and do t h e same t h i n g . 

The gas w e l l , o f c o u r s e , was t h e w e l l t h a t 

had t h e q u e s t i o n on t h e a l l o w a b l e . I t ' s p r o d u c i n g 

f r o m t h e Y a t e s gas sands, and as I s a i d i t makes 85 

Mcf a day, 0 o i l , and a b o u t 2 w a t e r . The two w e l l s 

on t h e c r o s s - s e c t i o n j u s t t o t h e l e f t o f i t a r e two 

w e l l s t h a t we've p u t on s u b m e r s i b l e , t h e S h o l e s A No. 

2 and t h e A No. 4. A t t h e b o t t o m y o u ' l l see t h e 

p r o d u c t i o n . The A No. 2 makes a b o u t 40 b a r r e l s a day 

o f o i l , makes a b o u t 11,000 b a r r e l s a day o f w a t e r and 

90 Mcf a day. The Sh o l e s A No. 4 makes 55 o i l , 5,600 

w a t e r and 145 Mcf. 

Now, i f y o u ' l l go down t o t h e o t h e r s i d e 
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o r t o t h e s o u t h o f t h e S h o l e s A No. 3 and t h e S h o l e s 

A No. 1 , t h e A No. 3 makes 40 o i l , 6,500 w a t e r and 

100 Mcf a day, and t h e S h o l e s A No. 1 makes 40 o i l , 

r o u g h l y 11,000 w a t e r and 60 Mcf a day. 

My p u r p o s e h e r e i s t o show t h a t t h e y a r e 

two t o t a l l y s e p a r a t e h o r i z o n s w i t h i n t h e J a l m a t 

P o o l . And by t h e p r o d u c t i o n I t h i n k i t ' s q u i t e 

o b v i o u s . 

Q. Mr. Rasmussen, was p r o d u c t i o n f r o m t h e 

J a l m a t f o r gas i n t h e up p e r zone and t h e o i l zone 

b e i n g c o n d u c t e d i n t h i s 1 6 0 - a c r e u n i t b e f o r e you 

p u r c h a s e d t h e p r o p e r t i e s ? 

A. Oh, y e s . 

Q. And t h a t was t h e way Conoco was o p e r a t i n g 

t h e p r o p e r t i e s ? 

A. Yes. 

Q. Do you have a n y t h i n g f u r t h e r w i t h r e s p e c t 

t o E x h i b i t No. 6? 

A. No, I d o n ' t . 

Q. You may resume y o u r s e a t . 

A. Okay. 

Q. Mr. Rasmussen, i s t h i s a p p l i c a t i o n i n t h e 

b e s t i n t e r e s t s o f c o n s e r v a t i o n o f o i l and gas? 

A. Yes, i t i s . 

Q. Would you e l a b o r a t e a l i t t l e b i t f o r me on 
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t h a t ? 

A. Yes. B a s i c a l l y what we a r e d o i n g o u t h e r e 

and what we have f o u n d o u t h e r e i s t h e s e o i l w e l l s 

have p r e t t y much d e p l e t e d and t h e y ' r e n o t making any 

money. T h e y ' r e a t t h e i r economic l i m i t . We're 

coming back i n h e r e and p u t t i n g them on s u b m e r s i b l e , 

and we're l o w e r i n g t h e f l u i d l e v e l way down and 

g e t t i n g t h e D e l t a P down t h e r e where t h i s t i g h t e r 

r o c k can f e e d i n . 

The p u r p o s e o f d r i l l i n g t h e two i n f i l l 

w e l l s i s t o g e t where we're p u l l i n g h a r d e r on t h e 

r e e f and g e t t i n g t h e t i g h t e r r o c k t h a t has n o t had a 

chance t o p r o d u c e because o f t h e h i g h f l u i d l e v e l s , 

and we t h i n k we're g o i n g t o p r o d u c e new o i l by d o i n g 

t h i s . T h i s i s p r o b a b l y more o f an e x p e r i m e n t , b u t we 

t h i n k i t has good m e r i t and w i t h a l l p u r p o s e s w i t h o u t 

d o i n g t h i s t h a t t h a t o i l w i l l n e v e r come o u t o f t h e 

g r o u n d . 

Q. Mr. Rasmussen, do you have a n y t h i n g 

f u r t h e r t o add t o y o u r t e s t i m o n y ? 

A. No, I d o n ' t . 

MR. PADILLA: Mr. Exami n e r , we o f f e r 

E x h i b i t s 5 and 6, and we t e n d e r t h e w i t n e s s f o r 

c r o s s - e x a m i n a t i o n . 

EXAMINER CATANACH: E x h i b i t s 5 and 6 w i l l 
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be a d m i t t e d i n t o e v i d e n c e . 

EXAMINATION 

BY EXAMINER CATANACH:. 

Q. Mr. Rasmussen, l e t me make s u r e I 

u n d e r s t a n d t h e s i t u a t i o n . The S h o l e s A No. 8 i s a 

gas w e l l ? 

A. Yes. 

Q. And you c u r r e n t l y o p e r a t e f o u r o t h e r o i l 

w e l I s ? 

A. Yes. 

Q. W i t h i n t h e p r o r a t i o n u n i t t h a t a r e 

c l a s s i f i e d as o i l w e l l s ? 

A. Yes. 

Q. And y o u ' r e s e e k i n g a u t h o r i z a t i o n t o d r i l l 

two a d d i t i o n a l o i l w e l l s ? 

A. Yes. 

Q. I n o t i c e t h a t t h e S h o l e s A No. 2 and A No. 

5 a r e p e r f o r a t e d i n what you c a l l t h e Upper Y a t e s gas 

zone. I s i t y o u r o p i n i o n t h a t t h e s e -- i s t h e r e gas 

p r o d u c t i o n coming f r o m t h a t zone? 

A. Those a r e what I -- i t ' s what I c a l l more 

o f a t r a n s i t i o n zone. I n t h e S h o l e s A No. 2, t h e 

p e r f o r a t i o n s t h a t you see f r o m 2840 t o 2920, t h o s e 

zones were p r o d u c i n g by t h e m s e l v e s b e f o r e we t o o k 

o v e r t h i s p r o p e r t y , and t h e r e was a c a s t i r o n b r i d g e 
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p l u g t h a t had t h e l o w e r p e r f s h u t o f f . T h a t was an 

a t t e m p t t h a t Conoco d i d t o r e c o m p l e t e i n t h e Lower 

Y a t e s . And when we t o o k o v e r t h e p r o p e r t y , t h a t 

t h i n g was maki n g a b o u t 2 o i l and 2 b a r r e l s a day o f 

w a t e r . I t was n o t what we c o n s i d e r communicated i n 

t h e r e e f zone w h i c h r e a l l y p r o b a b l y s t a r t s a t t h e t o p 

o f t h e Seven R i v e r s , b u t i n t h e Y a t e s , what we c a l l 

t h e Y a t e s c a r b o n a t e s e c t i o n , we have t h e s e c a r b o n a t e s 

t h a t come i n b e l o w t h e sands, and t h o s e on o c c a s i o n s 

a c t l i k e t h e r e e f t h a t t h e y have t h e h i g h w a t e r , h i g h 

o i l p r o d u c t i o n . And t h e s e two w e l l s , t h e y do n o t do 

t h a t . 

Q. What's t h e l i m i t i n g o r t h e c u t o f f g a s r o i l 

r a t i o f o r o i l and gas w e l l s i n t h i s p o o l ? I s i t 

3 0,000? 

A. I was h o p i n g you w e r e n ' t g o i n g t o ask 

t h a t . 

Q. I j u s t c a n ' t r e c a l l o f f h a n d . I t ' s 30,000 

o r 50,000. I c a n ' t remember? 

A. I b e l i e v e i t ' s 100,000. 

Q. I s i t 100,000? 

A. Yes, i t i s i n t h e J a l m a t . I ' v e t e s t i f i e d 

i n s e v e r a l h e a r i n g s on t h i s , and I'm p r e t t y p o s i t i v e 

i t ' s 100,000. 

Q. The t r a n s i t i o n zone you d e s c r i b e h e r e , i s 
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t h a t o i l and gas p r o d u c t i v e ? 

A. Yes. I have some l e a s e s down i n t h e 

S c a r b o r o u g h f i e l d , w h i c h i s j u s t an e x t e n s i o n o f t h i s 

J a l m a t f i e l d , and d e p e n d i n g where you a r e o u t h e r e , 

some p l a c e s you can h i t i n what we c a l l t h e Y a t e s 

c a r b o n a t e s e c t i o n , and you can make a l o t o f o i l and 

w a t e r , w h i c h i s i n d i c a t i v e o f t h a t r e e f s e c t i o n , b u t 

t h e n i n some p l a c e s you can h i t i t , and y o u ' l l make 

gas and n o t v e r y much w a t e r and v e r y l i t t l e o i l . So 

I t h i n k i t j u s t depends where you a r e s t r u c t u r e w i s e 

and what y o u r p e r m e a b i l i t y i s . 

Q. Where do you i n t e n d t o p e r f o r a t e y o u r new 

w e l l s ? 

A. The two new w e l l s t h a t we're g o i n g t o 

d r i l l , we were g o i n g t o d r i l l and c o m p l e t e them i n 

t h a t Lower Seven R i v e r s . We w i l l n o t — a t t h i s t i m e 

I d o n ' t have any a n t i c i p a t i o n o f c o m p l e t i n g t h a t 

Y a t e s c a r b o n a t e s e c t i o n . I t w i l l be s t r i c t l y i n t h e 

Seven R i v e r s . 

Q. T h i s p r o p e r t y was p u r c h a s e d f r o m Conoco? 

A. Yes. 

Q. How l o n g have you owned t h i s p r o p e r t y ? 

A. I t w i l l be two y e a r s t h i s September. 

Q. For t h e p a s t two y e a r s , t h e s e w e l l s have 

been o p e r a t e d as i f t h e y had s i m u l t a n e o u s d e d i c a t i o n 
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a p p r o v a l ? 

A. Yes, p r i o r t o o u r p u r c h a s i n g t h e 

p r o p e r t y . I t h i n k t h a t i s what had caused t h e wh o l e 

p r o b l e m on t h e p r e v i o u s h e a r i n g . I t w a s n ' t so much 

what we wa n t e d t o do w i t h i n f i l l w e l l s as i t was 

nobody c o u l d answer how t h a t w e l l had i t s a l l o w a b l e , 

and i t t o o k us a w h i l e , and I f i n a l l y j u s t had t o c a l l 

J e r r y S e x t o n and say hey -- we c o u l d n o t f i n d t h e 

f i e l d r u l e s t h a t l e t us do t h a t . We c o u l d n ' t f i n d a 

s p e c i a l d o c k e t t h a t gave us p e r m i s s i o n , and I f i n a l l y 

had t o c a l l h i m , and he s a i d i t ' s j u s t a v e r b a l 

p e r m i s s i o n you can g e t f r o m t h e d i s t r i c t o f f i c e . 

EXAMINER CATANACH: I s t h e r e a n y t h i n g 

f u r t h e r , Mr. P a d i l l a ? 

MR. PADILLA: Mr. Exami n e r , I have what 

I ' v e marked as E x h i b i t No. 7. L e t me g i v e you t h e 

o r i g i n a l o f E x h i b i t No. 5. 

EXAMINER CATANACH: Okay. 

MR. PADILLA: And I ' l l g i v e you a n o t h e r 

copy o f t h e c r o s s - s e c t i o n . And No. 7 i s o u r amended 

n o t i c e o f h e a r i n g and o r i g i n a l n o t i c e o f h e a r i n g on 

t h i s case t o be c o n t i n u e d as one. So we amended i t 

and s e n t n o t i c e on i t . 

EXAMINER CATANACH: N o t i c e t o o f f s e t 

o p e r a t o r s , Mr. P a d i l l a ? 
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MR. PADILLA: Yes, s i r . 

EXAMINER CATANACH: I s t h e r e a n y t h i n g 

f u r t h e r ? 

MR. PADILLA: N o t h i n g f u r t h e r . 

EXAMINER CATANACH: Th e r e b e i n g n o t h i n g 

f u r t h e r , Case 10756 w i l l be t a k e n u n d e r a d v i s e m e n t . 
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