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EXAMINER CATANACH: At t h i s t i m e w e ' l l 

c a l l Case 10434. 

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

Rasmussen O p e r a t i n g , I n c . , f o r p o o l 

r e c l a s s i f i c a t i o n and s p e c i a l p o o l r u l e s , Lea 

County, New Mexico. 

EXAMINER CATANACH: Are t h e r e 

appearances i n t h i s case? 

MR. CARR: May i t p l e a s e t h e Examiner, 

my name i s W i l l i a m F. Carr w i t h t h e law f i r m 

C ampbell, C a r r , Berge & S h e r i d a n , of Santa Fe. I 

r e p r e s e n t Hal J. Rasmussen O p e r a t i n g , I n c . , and I 

have one w i t n e s s . 

EXAMINER CATANACH: Any o t h e r 

appearances? W i l l t h e w i t n e s s p l e a s e s t a n d t o be 

sworn i n . 

HAL J . RASMUSSEN 

Having 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. CARR: 

Q. Would you s t a t e your f u l l name f o r t h e 

r e c o r d , p l e a s e . 

A. Yes. I'm Hal Rasmussen. 

Q. Where do you r e s i d e ? 
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A. I n M i d l a n d , Texas. 

Q. By whom are you employed and i n what 

c apac i t y ? 

A, I'm s e l f - e m p l o y e d . I'm t h e p r e s i d e n t 

of Hal J. Rasmussen O p e r a t i n g , I n c . 

Q. 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 New Mexico O i l C o n s e r v a t i o n D i v i s i o n ? 

A. Yes, I have. 

Q. At t h e t i m e of t h a t t e s t i m o n y , were 

your c r e d e n t i a l s as a p e t r o l e u m e n g i n e e r a c c e p t e d 

and made a m a t t e r of r e c o r d ? 

A. Yes, t h e y were. 

Q. Are you f a m i l i a r w i t h t h e a p p l i c a t i o n 

f i l e d i n t h i s case on b e h a l f of Hal J. Rasmussen 

O p e r a t i n g , I n c . ? 

A . Yes, I am. 

Q. And y o u ' r e f a m i l i a r w i t h t h e W i l s o n 

Yates-Seven R i v e r s Pool and t h e s u r r o u n d i n g area? 

A. Uh-huh. 

Q. What g e n e r a l l y i s your o w n e r s h i p i n 

t h i s p o o l ? 

A. I have p a r t n e r s t h a t - - I o p e r a t e 

a p p r o x i m a t e l y 80 p e r c e n t of t h e e x i s t i n g w e l l s i n 

the f i e l d . I have p a r t n e r s , my b i g g e s t p a r t n e r 

b e i n g C o l l i n s & Ware. 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

1 4 

1 5 

16 

1 7 

1 8 

19 

20 

2 1 

2 2 

2 3 

24 

25 

6 

Q. I n terms of t h e area t h a t i s d e f i n e d as 

t h e p o o l , what p e r c e n t o f t h e acreage w i t h i n t h a t 

p o o l do you — 

A, The ar e a s d e f i n e t h e f i e l d l i m i t s , 

a p p r o x i m a t e l y 50 p e r c e n t . 

Q. I n terms o f e x i s t i n g w e l l s i n t h e p o o l , 

what i s your ownership? 

A, I n terms of t h e e x i s t i n g w e l l s t h a t 

have produced i n t h e f i e l d , a p p r o x i m a t e l y 65 o f 

th e 7 0 - p l u s w e l l s t h a t have produced i n t h i s 

f i e l d . 

MR. CARR: Are Mr. Rasmussen's 

q u a l i f i c a t i o n s a c c e p t a b l e ? 

EXAMINER CATANACH: They a r e . 

Q, Would you b r i e f l y s t a t e what you seek 

w i t h t h i s a p p l i c a t i o n ? 

A. B a s i c a l l y , we are t r y i n g t o get some 

f i e l d r u l e s e s t a b l i s h e d f o r t h e Yates gas p o o l 

t h a t we f e e l i s g o i n g t o be e s t a b l i s h e d . We're 

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

p o o l . 

We're t r y i n g t o g e t 160-acre s p a c i n g 

f o r t h e gas f i e l d , 40-acre s p a c i n g p r o r a t i o n 

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

We're t r y i n g t o g e t a s p e c i a l g a s / o i l r a t i o 
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l i m i t a t i o n of 1 0 , 0 0 0 - t o - l , w h i c h i s l i k e t h e y 

have i n t h e Ja l m a t and Eumont f i e l d , w h i c h i s not 

f a r f r o m t h i s f o r m a t i o n - - f r o m our f i e l d . 

And we are t r y i n g t o get s p e c i a l 

p r o v i s i o n s p e r m i t t i n g t h e d i s t r i c t o f f i c e t o 

c r e a t e and approve 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 . 

Q. Why t h e d i s t r i c t o f f i c e ? 

A, W e l l , because we, based o n — w e l l b o r e 

w i s e , we own 80 t o 90 p e r c e n t of t h i s f i e l d . We 

have not had any o p p o s i t i o n , and we've been 

w o r k i n g w i t h t h e d i s t r i c t l e v e l as t o t h e b e s t 

way t o c r e a t e r u l e s f o r t h i s f i e l d . They f e e l 

t h a t t h a t would be e a s i e r f o r t h e m s e l v e s and us. 

Q. And t h e y have, i n f a c t , r e q u e s t e d t h a t 

you propose t h a t t h e s e a p p l i c a t i o n s be approved 

a t a d i s t r i c t l e v e l ? 

A. Yes. Mr. Sexton has asked t h a t t h i s be 

done . 

Q. And t h a t would be e a s i e r f r o m j u s t an 

o p e r a t i o n a l p o i n t o f view f o r you? 

A. Yes, i t would be. 

Q. What r u l e s c u r r e n t l y g o v e r n t h e W i l s o n 

Yates-Seven R i v e r s p o o l ? 

A. C u r r e n t l y t h e r e a r e s t a t e w i d e r u l e s 

g o v e r n i n g t h i s f i e l d . I n August of 1952, t h e r e 
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was a r u l e passed t h a t exempted t h i s p o o l f r o m 

t h e g a s / o i l r a t i o t e s t . B a s i c a l l y what t h a t d i d 

was e s t a b l i s h , t h e r e ' s o i l f i e l d r u l e s and 

t h e r e ' s no r u l e g o v e r n i n g t h e gas. 

Q. And t h i s was Order No. R-199? 

A . Yes, i t was. 

Q. L e t ' s move t o what has been marked as 

Rasmussen E x h i b i t No. 1. I would ask you t o 

i d e n t i f y t h a t and b a s i c a l l y j u s t e x p l a i n what 

t h a t ' s d e s i g n e d t o show. 

A, Based on t h e S t a t e d e f i n i t i o n o f t h e 

W i l s o n f i e l d , t h e orange l i n e i s t h e l i m i t s o f 

th e W i l s o n f i e l d . As you can see i n y e l l o w i s 

what we own and o p e r a t e under t h i s f i e l d and, I 

t h i n k , by l o o k i n g a t t h e w e l l s t h a t have been 

c o m p l e t e d i n t h i s f i e l d , you can see where we own 

80 t o 90 p e r c e n t o f t h e a c t u a l p r o d u c t i v e w e l l s , 

w h i c h a re f o r m e r l y p r o d u c t i v e w e l l s , t o o . 

Q. Could you b r i e f l y p r o v i d e Mr. Catanach 

w i t h a summary of t h e h i s t o r y of t h e development 

of t h i s area? 

A. Yes. T h i s f i e l d was d i s c o v e r e d back i n 

th e l a t e t h i r t i e s by W i l s o n O i l . I t was 

de v e l o p e d i n t h e l a t e t h i r t i e s , e a r l y f o r t i e s . 

I t ' s s. Seven R i v e r s r e e f s e c t i o n w i t h a Yates 
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s e c t i o n on t o p o f i t t h a t t h e y d e v e l o p e d i n t h e 

o i l i t s e l f . They produced u n t i l t h e l a t e s i x t i e s 

i n t h e e x i s t i n g w e l l b o r e s , and t h e n i n t h e l a t e 

s i x t i e s t h e y went back i n and s t a r t e d d eepening 

t h e w e l l s i n t o o t h e r r e e f s t r i n g e r s i n t h e same 

f o r m a t i o n . 

They have produced t h a t . From t h a t 

p o i n t i n t i m e , t h e r e has n o t been much work done 

i n t h i s f i e l d . They have produced a p p r o x i m a t e l y 

n i n e m i l l i o n b a r r e l s o u t of t h i s f i e l d . I n 1952 

t h e y d i d get an e x e m p t i o n from t h e g a s / o i l t e s t . 

T h i s f i e l d , t h e o i l p r o d u c t i v e h o r i z o n 

of t h i s f i e l d i s a s t r o n g w a t e r d r i v e . We have 

some w e l l s o u t t h e r e t h a t produce 5,000 b a r r e l s 

of w a t e r and 30 b a r r e l s a day o f o i l , and no 

gas . 

When t h i s f i e l d was d e v e l o p e d , t h e y 

d r i l l e d t h r o u g h what I ' l l show i n a second as t h e 

Yates sand s e c t i o n s t h a t were gas p r o d u c t i v e when 

t h e y d r i l l e d t h r o u g h them, b u t t h e y were cased 

o f f and c o m p l e t e d down i n t h e o i l h o r i z o n s . 

The gas i t s e l f has n o t been d e v e l o p e d 

v e r y much. I t has been d e v e l o p e d i n some w e l l s 

and t h e y produce p r e t t y much o i l f r e e . 

Q. I f we l o o k a t t h i s f i e l d we have some 
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w e l l s t h a t produce v i r t u a l l y no o i l , j u s t gas, i s 

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

A . Yes, we do. 

Q. What p a r t of t h e f o r m a t i o n , g e n e r a l l y , 

are t h e y l o c a t e d i n ? 

A, The upper p a r t o f t h e Yates. 

Q. And i n t h e lower p o r t i o n we f i n d w e l l s 

t h a t a r e j u s t b a s i c a l l y o i l w e l l s w i t h no gas 

p r o d u c t i o n ? 

A. Yes. 

Q. Why are you here t o d a y s e e k i n g t h i s 

p a r t i c u l a r change? 

A. B a s i c a l l y , a t t h i s p o i n t , t h e r e a r e no 

r u l e s g o v e r n i n g t h e gas pay i t s e l f because you 

have o i l w e l l s t h a t produce v e r y l i t t l e gas and 

gas w e l l s t h a t produce v e r y l i t t l e o i l . We f e e l 

t h a t t h e r e need t o be s e p a r a t e f i e l d r u l e s 

g o v e r n i n g each. 

Q. The way t o do t h i s i s w i t h d e c l a r i n g 

t h e p o o l an a s s o c i a t e d p o o l ? 

A. Yes. We would l i k e t o d e c l a r e an 

a s s o c i a t e d p o o l i n o r d e r t o cover t h i s . 

Q. L e t ' s go now t o what has been marked as 

Rasmussen E x h i b i t No. 2. I would ask you t o 

i d e n t i f y t h a t f o r Mr. Catanach. 
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A. T h i s i s a s t r u c t u r e map t h a t has been 

p u t t o g e t h e r on t h e t o p of t h e Yates f o r m a t i o n 

i t s e l f . 

Q. T h i s i s i n t h e p r o d u c t i v e p o r t i o n of 

t h i s f i e l d ? 

A. Yes. T h i s i s what we f e e l i s t h e 

p r o d u c t i v e l i m i t s o f t h i s f i e l d based on sample 

l o g s , based on l o g s t h a t we do have, and based on 

co r e d a t a of t h e w e l l . I t ' s a t +88 i n S e c t i o n 

14. The core d a t a on t h a t w e l l i n d i c a t e s t h a t i t 

i s a t i g h t f o r m a t i o n over t h e r e . 

Q, B a s i c a l l y what does t h i s show you? 

A, What t h i s i s r e a l l y showing a re what we 

f e e l a r e t h e p r o d u c t i v e l i m i t s of t h i s Yates gas 

cap . 

Q. On t h i s e x h i b i t , do you have a t r a c e 

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

A. Yes, I do. I have a l i n e you can see 

g o i n g t h r o u g h t h e r e , w h i c h i s a c r o s s - s e c t i o n 

t h a t w i l l show a b e t t e r d e f i n i t i o n of t h i s f i e l d . 

Q. L e t ' s move t o t h a t c r o s s - s e c t i o n now. 

That ' s Rasmussen E x h i b i t No. 2? 

A. E x h i b i t No. 3. 

Q. E x h i b i t 3, yes. Would you r e v i e w t h a t 

f o r t h e Examiner? 
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A. T h i s c r o s s - s e c t i o n , b a s i c a l l y what 

we're t r y i n g t o show on t h i s c r o s s - s e c t i o n i s t h e 

t o p of t h e Yates f o r m a t i o n , w h i c h i s e a s i l y 

d e f i n e d by t h e r a d i o a c t i v e sands. 

The Yates f o r m a t i o n i t s e l f c o n s i s t s of 

a p p r o x i m a t e l y t h r e e sand b o d i e s , and below t h a t 

you have t h e Yates-Seven R i v e r s t r a n s i t i o n zone 

w h i c h i s b a s i c a l l y d o l o m i t e s and l i m e s t o n e s , 

w h i c h i s your r e e f s e c t i o n , t h a t s e c t i o n b e i n g 

t h e o i l p r o d u c t i v e s e c t i o n i n t h i s f i e l d and 

b e i n g t h i s s t r o n g w a t e r - d r i v e r e e f . 

Q. Have you been a b l e t o d e t e r m i n e what 

t h e g a s / o i l c o n t a c t i s w i t h i n t h i s r e s e r v o i r ? 

A. We have n o t been a b l e t o d e t e r m i n e what 

I f e e l c o m f o r t a b l e enough t o say i s a g a s / o i l 

c o n t a c t . There i s n o t enough d a t a i n t h i s f i e l d 

t o s u p p o r t t h a t , m a i n l y because t h e r e has not 

been enough work done i n t h e Yates s e c t i o n 

i t s e l f . 

The d i s t r i c t g e o l o g i s t i n Hobbs 

ha s - - c o n c u r s w i t h us, t h a t you cannot d e f i n e a 

g a s / o i l c o n t a c t . 

Q. A l l r i g h t . Mr. Rasmussen, what y o u ' r e 

s e e k i n g i s 160-acre s p a c i n g f o r gas, 40-acre 

s p a c i n g f o r o i l , i s t h a t c o r r e c t ? 
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A. Yes, we a r e . 

Q. And t h e reason f o r t h i s i s t h a t t h e 

p o o l s e x h i b i t a wide v a r i e t y o f p r o d u c i n g 

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

A. Yes. 

Q. Under e x i s t i n g r u l e s y o u ' r e u n a b l e t o 

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

on t h e same s p a c i n g u n i t , i s t h a t r i g h t ? 

A. Yes, t h a t i s r i g h t . 

Q. Now, t h e p o o l i s d e v e l o p e d under 

40-acre o i l w e l l s p a c i n g outcome? 

A, R i g h t . 

Q. W i l l 160-acre s p a c i n g , a t l e a s t 

i n i t i a l l y you b e l i e v e , be t h e a p p r o p r i a t e s p a c i n g 

f o r gas w e l l s i n t h i s area? 

A.. I t h i n k i n i t i a l l y i t w i l l be. T h i s 

e x p e r i e n c e i s based on i n i t i a l development i n t h e 

Eumont and t h e Jalm a t f i e l d s . 

Now, I don't know i f , i n t h e f u t u r e , i t 

may need t o be d e v e l o p e d on t i g h t e r s p a c i n g t h a n 

t h a t , a p p r o x i m a t e l y 80-acre s p a c i n g , because I 

f e e l t h a t t h i s i s p o s s i b l y a t i g h t e r f o r m a t i o n 

t h a n what we see i n th o s e o t h e r two f i e l d s . 

Q . I f t h e s e r u l e s a r e adopted and you 

u l t i m a t e l y need t o d e v e l o p on 80-acre s p a c i n g , 
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you c o u l d come back i n and seek t h e c r e a t i o n of 

n o n s t a n d a r d s u n i t s ? Would t h a t be c o r r e c t ? 

A. Yes, we c o u l d . 

Q. Now, i s p r o d u c t i o n from t h i s p o o l 

p r o r a t e d ? 

A.. I t i s n o t p r o r a t e d i n t h e sense t h a t 

you have a p r o r a t e d f i e l d l i k e t h e I n d i a n B a s i n 

or t h e Jalm a t or t h e Eumont f i e l d s . But by 

a s k i n g t o have t h i s p o o l p u t i n t o an a s s o c i a t e d 

p o o l , t h e r e w i l l be a l l o w a b l e s a s s i g n e d t o t h e 

w e l l s and t o t h e p r o r a t i o n u n i t s , per say. 

The o i l a l l o w a b l e s are a l r e a d y 

e s t a b l i s h e d under t h e General Rules 505. The gas 

a l l o w a b l e s w i l l be e s t a b l i s h e d by t a k i n g t h e 

h i g h e s t , t h e t o p u n i t a l l o w a b l e f o r t h e o i l , 

t i m e s t h e g a s / o i l r a t i o f o r t h e f i e l d , t i m e s t h e 

number o f a c r e s d e d i c a t e d t o t h a t w e l l , d i v i d e d 

by t h e number o f a c r e s f o r a s t a n d a r d p r o r a t i o n 

u n i t . 

Q. So t h i s f o r m u l a , w h i c h i s t h e f o r m u l a 

i n t h e a s s o c i a t e d p o o l r u l e s - -

A. Yes. 

Q. - - t h e r e i s a way t o r e g u l a t e t h e 

p r o d u c t i o n l i m i t s based on t h e number o f a c r e s 

d e d i c a t e d t o a w e l l ? 
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A. Yes. I t w i l l be p r o p o r t i o n a t e l y 

r e duced by t h e number o f a c r e s you have. 

Q. How e x a c t l y do you propose t h i s 

a d m i n i s t r a t i v e p r o c e d u r e t o work? 

A. We have a p r o p o s a l , i f I can su b m i t i t 

as E x h i b i t 4 . 

Q. A l l r i g h t . Would you r e v i e w E x h i b i t 

No. 4 f o r Mr. Catanach, p l e a s e . 

A. B a s i c a l l y , E x h i b i t 4 i s an o u t l i n e o f 

what we've p u t t o g e t h e r t h a t may h e l p g o v e r n t h i s 

f i e l d as f a r as t h e 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 . 

B a s i c a l l y , what we're t r y i n g t o do i s 

have t h e d i s t r i c t s u p e r v i s o r or t h e D i v i s i o n 

D i r e c t o r o f t h e Hobbs o f f i c e , have t h e a u t h o r i t y 

t o approve 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 or gas 

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

w i t h . 

F i r s t , t h e n o n s t a n d a r d u n i t c o n s i s t o f 

q u a r t e r - q u a r t e r s e c t i o n s or l o t s t h a t a r e 

c o n t i g u o u s . B a s i c a l l y , t h e y must c o n s i s t of 

c o n t i g u o u s q u a r t e r - q u a r t e r s e c t i o n s w i t h i n t h a t 

s t a n d a r d 160-acre q u a r t e r , w i t h i n a normal 

g o v e r n m e n t a l q u a r t e r . 

We suggest t h a t a p p l i c a n t s s u b m i t 

w r i t t e n consent f o r m w a i v e r s t o a l l t h e o f f s e t 
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o p e r a t o r s and t h e o p e r a t o r s owning i n t e r e s t i n 

t h a t q u a r t e r s e c t i o n t o s u b m i t t h e w a i v e r s so 

t h a t t h e y ' l l be n o t i f i e d . At t h i s same t i m e , i f 

t h e a p p l i c a n t s do n o t o b j e c t t o th o s e w a i v e r s , 

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

approve t h o s e on t h e d i s t r i c t l e v e l . 

Q. B a s i c a l l y , t h e r e would be n o t i c e t o t h e 

o f f s e t s ? 

A . Yes. 

Q, They w o u l d e i t h e r be asked t o s i g n a 

w a i v e r , and f a i l i n g t o do t h a t a f t e r a 30-day 

p e r i o d o f t i m e , t h e d i s t r i c t s u p e r v i s o r c o u l d 

t h e n approve t h e n o n s t a n d a r d u n i t ? 

A. Yes. 

Q, Why a r e you r e q u e s t i n g a g a s / o i l r a t i o 

of 1 0 , 0 0 0 - t o - l ? 

A. For s e v e r a l r e a s o n s . One o f t h e 

reasons i s t h a t j u s t b a s i c a l l y t h e o i l p o o l i s 

o i l p r o d u c t i v e and does n o t produce much gas. 

The gas t h a t w ould be produced out o f t h i s f i e l d , 

we t h i n k , would be p r e d o m i n a n t l y o i l - f r e e . 

The J a l m a t and t h e Eumont f i e l d s a r e 

f i e l d s we f e e l a r e v e r y s i m i l a r t o t h i s , and t h e y 

have a 1 0 , 0 0 0 - t o - l GOR. We're a s k i n g f o r t h e 

1 0 , 0 0 0 - t o - l GOR t o en a b l e us t o a s s i g n a l l o w a b l e s 
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t o t h i s f i e l d t h a t w i l l make i t e c o n o m i c a l l y 

f e a s i b l e t o d e v e l o p t h i s f i e l d . 

T h i s f i e l d i s g o i n g t o have t o be 

de v e l o p e d by d r i l l i n g new w e l l s , and because o f 

t o d a y ' s gas p r i c e s and t h e c o s t of d r i l l i n g t h e s e 

w e l l s , we need a h i g h e r a l l o w a b l e i n t h i s f i e l d . 

Q. I f t h e a p p l i c a t i o n i s g r a n t e d w i t h t h i s 

h i g h e r GOR, t h a t ' s g o i n g t o make i t e c o n o m i c a l l y 

f e a s i b l e t o go f o r w a r d w i t h a d d i t i o n a l 

development i n t h e f i e l d ? 

A. Yes. 

Q. W i t h o u t t h a t , i s i t e c o n o m i c a l l y 

f e a s i b l e f o r t h e r e t o be f u r t h e r development i n 

t h i s area? 

A. No, t h e r e i s n o t . The e x i s t i n g g a s / o i l 

r a t i o i s 2 , 0 0 0 - t o - l . Based on t h a t , we f e e l 

we're l o o k i n g a t 18- t o 20-month p a y o u t s by 

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

we don ' t f e e l t h a t t h a t i s , w i t h t o d a y ' s 

e n v i r o n m e n t , w i t h gas p r i c e s d o i n g what t h e y ' r e 

d o i n g , t h a t t h a t ' s a wi s e i n v e s t m e n t . 

Q. I f y o u ' r e a b l e t o go f o r w a r d w i t h 

a d d i t i o n a l development, t h e r e w i l l be r e c o v e r y of 

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

f i e l d ? 
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A. Yes. T h i s f i e l d or t h i s Yates gas cap 

has b a s i c a l l y been i g n o r e d from t h e v e r y 

b e g i n n i n g . From t h e v e r y b e g i n n i n g t h e r e was, 

o b v i o u s l y , no gas market o u t h e r e . 

There has been w e l l s i n here t h a t were 

p l u g g e d i n t h e l a t e s e v e n t i e s t h a t were gas 

p r o d u c t i v e , b ut t h e r e was n o t a good enough p r i c e 

f o r t h i s f i e l d . So, by e s t a b l i s h i n g t h e GOR 

l i m i t s t h a t we want, I t h i n k t h a t we can produce 

t h e s e a t r a t e s t h a t we can d e v e l o p t h i s f i e l d and 

r e c o v e r a l l t h e gas t h a t i s down t h e r e . 

Q . By p r o v i n g t h i s a p p l i c a t i o n , t h e r e f o r e 

y o u ' l l r e c o v e r r e s e r v e s t h a t o t h e r w i s e would n o t 

be p r o d u c e d , and t h a t w o u l d , t h e r e f o r e , p r e v e n t 

waste? 

A. Yes. 

Q. I n terms of o w n e r s h i p i n t h e p r o d u c t i v e 

p o r t i o n o f t h e r e s e r v o i r , you v i r t u a l l y own a l l 

of t h e p r o d u c t i v e a r e a a t t h i s t i m e i n t h e gas 

zone? 

A . Yes, we do. 

Q. And t h e co r e i n f o r m a t i o n you r e f e r e n c e d 

e a r l i e r , i n d i c a t e s t h a t i t ' s a r e l a t i v e l y t i g h t 

f o r m a t ion? 

A. We t h i n k so. 
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Q. Do you see any p o t e n t i a l i n t h i s a r ea 

f o r t h e i m p a i r m e n t o f c o r r e l a t i v e r i g h t s ? 

A , I do n o t . 

Q. I s E x h i b i t No. 5 an a f f i d a v i t w i t h 

a t t a c h e d s c h e d u l e and c o p i e s of l e t t e r s , showing 

t h a t n o t i c e of t h i s h e a r i n g has been p r o v i d e d as 

r e q u i r e d by OCD r u l e s ? 

A. Yes, i t i s . 

Q . I s E x h i b i t No. 

th e Hobbs D i s t r i c t O f f i c e 

a p p l i c a t i o n ? 

A . Yes, i t i s . 

Q. I n you o p i n i o n , 

a p p l i c a t i o n be i n t h e bes 

c o n s e r v a t i o n , t h e p r e v e n t 

p r o t e c t i o n of c o r r e l a t i v e 

A. Yes, I do. 

Q. Were E x h i b i t s 1 

p r e p a r e d by you or c o m p i l 

A. Yes, t h e y were. 

MR. CARR: At 

we move t h e a d m i s s i o n o f 

t h r o u g h 6. 

EXAMINER CATANACH: E x h i b i t s 1 t h r o u g h 

6 w i l l be a d m i t t e d as e v i d e n c e . 
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6 c o p i e s of l e t t e r s from 

s u p p o r t i n g t h i s 

w i l l a p p r o v a l o f t h i s 

t i n t e r e s t of 

i o n of waste and t h e 

r i ght s ? 

t h r o u g h 6 e i t h e r 

ed under your d i r e c t i o n ? 

t h i s t i m e , Mr. Catanach, 

Rasmussen E x h i b i t s 1 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

15 

16 

17 

18 

1 9 

20 

2 1 

22 

2 3 

24 

25 

20 

MR. CARR: That c o n c l u d e s my d i r e c t 

e x a m i n a t i o n of Mr. Rasmussen. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Rasmussen, t h e lower p o r t i o n o f t h e 

Yates and a p o r t i o n of t h e Seven R i v e r s , i s t h a t 

o i l p r o d u c t i v e , or i s i t j u s t t h e Yates? 

A. Yes, we b e l i e v e so. No, t h e Seven 

R i v e r s p o r t i o n i s d e f i n i t e l y a l l o i l p r o d u c t i v e , 

and t h e lower p a r t of t h e Y a t e s , we f e e l , i s 

p a r t i a l l y o i l p r o d u c t i v e , t o o , b u t we've n o t been 

a b l e t o e s t a b l i s h a g a s / o i l c o n t a c t . 

Q. But t h e p o r t i o n of t h e Yates t h a t ' s o i l 

p r o d u c t i v e i s t h e d o l o m i t e s e c t i o n or t h e 

t r a n s i t i o n zone, you s t a t e d ? 

A. Yeah, I t h i n k i t i s t h e d o l o m i t e 

s e c t i o n . 

Q. Above t h a t you've g o t , you s a i d , t h r e e 

d i s t i n c t sands? 

A. Uh-huh. 

Q. Are a l l of t h e s e sands gas p r o d u c t i v e ? 

A. The lower sand, we're n o t su r e i f i t ' s 

gas p r o d u c t i v e or o i l p r o d u c t i v e . The reason f o r 

th e m a j o r i t y o f t h e w e l l s o u t t h e r e t h a t were 

d r i l l e d on t o p o f t h e s t r u c t u r e , t h e y s e t c a s i n g 
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t h r o u g h t h a t t h i r d sand. By d o i n g t h a t , t h a t 

i n d i c a t e s t o us t h a t i t was p r o b a b l y n o t 

p r o d u c t i v e . That's what t h e i r o b j e c t i o n was t o 

shu t o f f t h e gas. But i n some areas o f t h e 

f i e l d , t h e y have s e t p i p e above t h a t and th o s e 

w e l l s d i d n o t , from t h e r e c o r d s t h a t we have, d i d 

no t e x h i b i t any h i g h g a s / o i l r a t i o s . 

Q. But you d e f i n i t e l y know t h a t t h e upper 

two sands a re gas p r o d u c t i v e ? 

A. Yes, we d e f i n i t e l y f e e l t h a t t h e y a r e - -

Q , Okay. 

A. --based on w e l l s t h a t have been 

produced and r e c e n t w e l l s t h a t have been 

c o m p l e t e d i n t h i s zone. 

Q. Now, t o d e v e l o p t h i s gas s e c t i o n , you 

would d r i l l some new w e l l s i n t h i s f i e l d ? 

A , Yes, we woul d . 

Q. And p r o b a b l y j u s t p e r f o r a t e them i n t h e 

sand s e c t i o n of t h e Yates? 

A. Yes. 

Q. Do you have any o i l w e l l s t h a t produce 

a t a h i g h GOR? 

A. No, we d o n ' t . We have, a t t h i s t i m e , 

we have two o i l w e l l s and t h e y ' r e b o t h p r o d u c i n g 

out o f t h e r e e f s e c t i o n . We have them on 
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s u b m e r s i b l e pumps and t h e y ' r e making 5,000 

b a r r e l s a day o f w a t e r , a p p r o x i m a t e l y 30 b a r r e l s 

a day of o i l , and no gas. 

Q. W i l l y o u r 1 0 , 0 0 0 - t o - l GOR i n any way 

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

A. I don't t h i n k so, no. 

Q. I b e l i e v e you s t a t e d t h a t you t h o u g h t 

t h e Yates sand was t i g h t i n t h i s f i e l d ? 

A. The reason I t h i n k t h a t i t may be t i g h t 

i s f o r a c o u p l e of r e a s o n s . There a re gas w e l l s 

t h a t have been d e v e l o p e d o u t here t h a t do n o t 

e x h i b i t h i g h - - h a v e n o t e x h i b i t e d h i g h c u m u l a t i v e 

gas p r o d u c t i o n . When I say " h i g h , " I'm s a y i n g a 

hundred m i l l i o n a t t h e most. 

We have c o r e d a t a on a w e l l , g r a n t e d 

t h a t i t i s t o t h e n o r t h w e s t , w h i c h c o u l d be 

d e f i n e d as a p r o d u c t i v e l i m i t , t h a t shows t h a t i t 

i s t i g h t . 

My reason f o r t h i n k i n g t h a t t h i s 

p o s s i b l y c o u l d be a t i g h t r e s e r v o i r i s our 

p r o x i m i t y t o t h e Ja l m a t and Eumont f i e l d i s t h a t 

we're p r o b a b l y 5 t o 10 m i l e s away from t h e r e , and 

i t ' s my o p i n i o n t h a t i f t h i s Yates f o r m a t i o n was 

not t i g h t , i t would be h i g h l y p r o d u c t i v e , and 

t h e y would have d e v e l o p e d t h i s e a r l i e r i n t h e 
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l i f e of t h i s f i e l d as t h e y d i d i n tho s e o t h e r two 

f i e l d s . T h e r e f o r e , I t h i n k i t ' s p o s s i b l e t h a t 

t h i s i s a much t i g h t e r r e s e r v o i r t h a n what we see 

i n t h e s e o t h e r two f i e l d s . 

Q. You're p r e t t y c o m f o r t a b l e t h a t t h e s e 

gas w e l l s w i l l d r a i n no more t h a n 160 acr e s ? 

A, Yes, I'm v e r y c o m f o r t a b l e on t h a t . I'm 

not so su r e t h e y won't d r a i n more t h a n 80 a c r e s . 

Q. Okay. You d i s c u s s e d t h e p o s s i b i l i t y 

t h a t i f t h e y are d r a i n i n g , say, 80 a c r e s , you 

c o u l d e s t a b l i s h n o n s t a n d a r d gas p r o r a t i o n u n i t s . 

M i g h t i t n o t be a b e t t e r i d e a t o r e v i e w or 

produce some o f th e s e gas w e l l s f o r a w h i l e and 

see e x a c t l y what k i n d of acreage t h e y ' r e 

d r a i n i n g ? 

A. Yes, t h a t w ould be t h e case. We would 

have t o go o u t and d r i l l t h e w e l l s and com p l e t e 

t h e w e l l s b e f o r e we do t h a t . There a re no 

e x i s t i n g w e l l s we c o u l d do t h a t w i t h . There a r e 

a p p r o x i m a t e l y f o u r e x i s t i n g w e l l s o u t t h e r e , two 

of w h i c h were d r i l l e d and c o m p l e t e d , and I 

b e l i e v e t h e y ' r e on t h e c r o s s - s e c t i o n . They were 

c o m p l e t e d back i n t h e e a r l y s i x t i e s and, a t t h i s 

t i m e , we've t r i e d t o g e t them g o i n g and t h e y 

won't even h a r d l y produce now, and I don't t h i n k 
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t h e y ' r e even i n d i c a t i v e of what we're g o i n g t o 

get o u t h e r e . 

There a r e two w e l l s t h a t were c o m p l e t e d 

by t h e p r e v i o u s o p e r a t o r s when we bought i t i n 

h e r e , and t h e r e was n o t a gas p i p e l i n e i n t h i s 

f i e l d when we t o o k t h i s over back i n August. The 

gas o ut here o f f t h e s e two w e l l s was b e i n g used 

t o s u p p l y t h e gas en g i n e s on t h i s p r o p e r t y . 

There was no e l e c t r i c i t y a t t h i s t i m e ; so, we 

have no i d e a how much gas has been produced o u t 

of t h o s e two w e l l s and we c a n n o t , f r o m t h a t , we 

cannot judge what d r a i n a g e has been i n t h e r e . 

We have s u b s e q u e n t l y p u t a p i p e l i n e i n 

t h e r e , and so I t h i n k we're g o i n g t o have t o 

s t a r t now d e v e l o p i n g w e l l s and d r i l l i n g w e l l s i n 

o r d e r t o g e t t h e i n f o r m a t i o n we need t o d e t e r m i n e 

how much t h e y w i l l d r a i n . 

Q. Would you be w i l l i n g t o or what would 

you t h i n k about p r o m u l g a t i n g t h e s e r u l e s f o r a 

te m p o r a r y p e r i o d , and t h e n h a v i n g you come back 

when you have more data? 

A. We c o u l d do t h a t . I s your 

s u g g e s t i o n - - a r e you l e a d i n g t o p o s s i b l y making 

t h e s e 80-acre p r o r a t i o n u n i t s ? 

Q. I'm j u s t s a y i n g a t t h i s p o i n t i n t i m e 
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we do n ' t know what t h e s e gas w e l l s a r e g o i n g t o 

d r a i n , and i t m i g h t be b e t t e r i f you went out and 

g a t h e r e d up some d a t a and came back i n i n two 

y e a r s or so m e t h i n g t o t e l l us what, e x a c t l y , 

t h e s e w e l l s a r e g o i n g t o d r a i n . At t h a t t i m e we 

may downspace i t t o 80. 

A.. That c o u l d poss i b l y - - 1 ha t m i g h t be t h e 

way t o go. At t h i s t i m e , t h e r e a r e no f i e l d 

r u l e s g o v e r n i n g t h e gas i t s e l f , and t h a t ' s what 

we're t r y i n g t o e s t a b l i s h i s some t y p e o f r u l e s 

t h a t w i l l e s t a b l i s h t h e gas so t h a t we don't g et 

i n a s i t u a t i o n — I mean, t h e way t h e r u l e s a r e 

now, v*e can d e v e l o p t h i s on 40-acre s p a c i n g and 

we would get i n a s i t u a t i o n where we get i n t o 

p r oblems w i t h c o r r e l a t i v e r i g h t s . 

We a r e , a t t h i s p o i n t , j u s t t r y i n g t o 

e s t a b l i s h some t y p e of r u l e s f o r t h e gas i t s e l f , 

a l s o e n a b l i n g us t o have a g a s / o i l r a t i o t h a t 

e n a b l e s us e c o n o m i c a l l y t o go out and d e v e l o p 

i t . At t h a t p o i n t i n t i m e , we're n o t r u l i n g o u t 

h a v i n g t o come back i n a f t e r we've d e t e r m i n e d 

what i t can d r a i n , coming back i n and maybe 

t r y i n g t o come back and change t h e s p a c i n g on 

t h i s f i e l d t o do t h a t . 

Q, Do you t h i n k a two-year p e r i o d m i ght 
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g i v e you enough t i m e t o come up w i t h t h e data? 

A, Yes, I t h i n k so. I guess t h e o n l y 

t h i n g I ask, I'm n o t opposed t o t h a t , t h e o n l y 

t h i n g I ask i s t h a t I have some t y p e o f r u l e s and 

some t y p e of a l l o w a b l e t h a t e n a b l e s me t o have 

t h e economic assurance t o go o u t and d r i l l t h e s e 

we l i s . 

T h i s i s a p r e t t y l a r g e p r o j e c t i n t h e 

sense o f what i t c o s t s t o do t h e w e l l s , and a t 

t h i s p o i n t we've spent a l a r g e amount o f money 

e l e c t r i f y i n g t h e f i e l d and f i l l i n g t h e p i p e l i n e 

i n h e r e j u s t t o get t o t h e p o i n t t o s t a r t 

d e v e l o p i n g i t . So t h a t i s a l l t h a t I ask, 

r e a l l y . 

Q. I t ' s your o p i n i o n t h a t a 2 , 0 0 0 - t o - l GOR 

w i l l n o t be s u f f i c i e n t t o e c o n o m i c a l l y d e v e l o p 

t h e f i e l d ? 

A. No, i t i s n o t . W i t h t o d a y ' s economics, 

w i t h t h e gas p r i c e s t h e way t h e y a r e , i t ' s j u s t 

n o t e c o n o m i c a l f o r us t o d e v e l o p i t w i t h t h a t 

2 , 0 0 0 - t o - l GOR. 

That ' s why we asked f o r t h e 1 0 , 0 0 0 - t o - l 

GOR because i t i s i n e f f e c t i n t h e Ja l m a t and t h e 

Eumont f i e l d , and we f e e l t h a t t h o s e two f i e l d s 

w o u ld most c l o s e l y resemble what we're t r y i n g t o 
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do h e r e . 

Q.. You're n o t a s k i n g f o r s i m u l t a n e o u s 

d e d i c a t i o n of ac r e a g e , a re you? 

A, No, we're n o t . We're a s k i n g t h a t i t be 

p l a c e d i n an a s s o c i a t e d p o o l . 

Q. How would you propose t o d e f i n e t h e 

d i f f e r e n c e between an o i l and a gas w e l l i n t h i s 

f i e l d ? 

A. I t h i n k by i t s GOR, g a s / o i l r a t i o . 

Q. What would you propose? I know t h e 

a s s o c i a t e d p o o l r u l e s have a 3 0 , 0 0 0 - t o - l 

s e p a r a t i o n . 

A. I t h i n k t h a t w ould be a p p r o p r i a t e . I 

f e e l c o m f o r t a b l e enough t o say t h a t I t h i n k 

t h e y ' r e e i t h e r g o i n g t o produce m o s t l y o i l and 

gas or m o s t l y o i l . 

Q. Okay. I s i t your o p i n i o n t h a t 

p r o d u c i n g t h e gas won't have any d e t r i m e n t a l 

e f f e c t on u l t i m a t e o i l r e c o v e r y f r o m t h e p o o l ? 

A. Yes. L i k e I say, we have 80 t o 90 

p e r c e n t o f t h e w e l l s t h a t have produced i n t h e 

W i l s o n f i e l d , p roduced a t one t i m e . There a r e 

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

f i e l d . T h i s f i e l d i s a t i t s l i m i t . The w e l l s 

w i l l need t o be p l u g g e d , worked o v e r , or some 
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t y p e of a d d i t i o n a l development needs t o be done 

t o t h i s f i e l d . 

Q, Your r e q u e s t f o r d i s t r i c t a p p r o v a l of 

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 , I suppose you've 

d i s c u s s e d t h a t w i t h Mr. Sexton down i n Hobbs? 

A, Yes, we have. 

Q. I c a n ' t see a whole l o t o f 

d i f f e r e r e n c e . I t ' s j u s t a m a t t e r of who does t h e 

a p p r o v i n g . I mean, we use t h e same p r o d u c e r i n 

Santa Fe as you've o u t l i n e d h e r e . 

What would be t h e d i f f e r e n c e between us 

d o i n g i t or J e r r y d o i n g i t ? 

A. I t h i n k t h e main d i f f e r e n c e w o uld be 

t h a t most o f t h e paperwork we have t o f i l e i n 

t h i s f i e l d i s f i l e d on a d i s t r i c t l e v e l . 

T h e r e f o r e , i t seems t o me i t w o u l d be e a s i e r j u s t 

t o f i l e i t a l l w i t h one o f f i c e and have i t 

approved a t one o f f i c e . 

EXAMINER CATANACH: Okay. 

EXAMINATION 

BY MR. STOVALL: 

Q. Mr. Rasmussen, on your n o t i c e , you've 

got t h e a f f i d a v i t s . I assume you sent each of 

t h e s e . Do you know i f , under t h i s p a r t i c u l a r 

a p p l i c a t i o n , i t ' s r e q u i r e d t o be c e r t i f i e d m a i l 
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or n o t ? I don't remember o f f h a n d . 

A,. I c a n ' t answer i f i t ' s r e q u i r e d or 

not . 

MR. CARR: Mr. S t o v a l l , I have t h e 

r e t u r n r e c e i p t s i f you would l i k e them on each of 

tho s e p a r t i e s . 

MR. STOVALL: We p r o b a b l y s h o u l d g e t 

them . 

MR. CARR: I can j u s t g i v e them t o you 

or I c o u l d a l s o have them marked as an e x h i b i t , 

E x h i b i t No. 7. 

MR. STOVALL: Why don ' t you j u s t make 

them p a r t o f E x h i b i t 5. 

MR. CARR: Okay. And I can d e l i v e r 

t h o s e t o you r i g h t now. I have them w i t h me. 

Q. (BY MR. STOVALL) D id you c o n s u l t w i t h 

Mr. Carr b e f o r e s e n d i n g n o t i c e , t o d e t e r m i n e t o 

whom n o t i c e was r e q u i r e d t o be g i v e n ? 

A . Yes. 

Q. What t y p e o f l a n d i s t h i s ? Who i s t h e 

r o y a l t y owner on t h i s land? 

A . The S t a t e . 

Q. D id you n o t i f y t h e S t a t e ? 

A. Yes. 

Q. I d i d n ' t n o t i c e t h a t as I went t h r o u g h 
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h e r e . Are t h e r e any o t h e r t y p e s of l a n d b e s i d e s 

S t a t e l a n d i n v o l v e d ? 

A, I b e l i e v e i t ' s a l l S t a t e l a n d . I would 

have t o go back and l o o k . To be honest w i t h you, 

I have p e o p l e t h a t p r e p a r e a l o t of t h i s s t u f f 

f o r me, and I c a n ' t answer a l l t h e q u e s t i o n s , b u t 

I b e l i e v e a l l t h e l a n d i s S t a t e . 

From l o o k i n g a t t h e p l a t , I c a n ' t see 

a n y t h i n g t h a t i s n o t S t a t e . 

MR. STOVALL: I don't see S t a t e l i s t e d 

on t h e e x h i b i t . 

MR. CARR: W e ' l l check t h a t , Mr. 

S t o v a l l . 

MR. STOVALL: And c o n f i r m t h a t . And 

r e c o g n i z i n g , of c o u r s e , i f t h e r e a r e o t h e r 

r o y a l t y owners, t h e y ' r e e n t i t l e d t o n o t i c e i n 

t h i s p r o c e e d i n g . 

THE WITNESS: I'm assuming we've 

n o t i f i e d them p r o p e r l y . 

MR. STOVALL: I have n o t h i n g f u r t h e r . 

FURTHER EXAMINATION 

BY MR. CATANACH: 

Q. Mr. Rasmussen, I assume t h a t you 

n o t i f i e d e v e r y o p e r a t o r w i t h i n t h e p o o l . D i d you 

i n c l u d e o p e r a t o r s w i t h i n a m i l e of t h e p o o l ? 
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MR. CARR: Yes, we d i d , Mr. Catanach. 

I r e v i e w e d t h a t w i t h t h e i r landman, S c o t t Ramsey, 

and t h e y ' l l a l l been n o t i f i e d . 

EXAMINER CATANACH: Okay. I have 

n o t h i n g f u r t h e r . The w i t n e s s may be excused. 

A n y t h i n g f u r t h e r , Mr. Carr? 

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

EXAMINER CATANACH: There b e i n g n o t h i n g 

f u r t h e r i n t h i s case, Case 10434 w i l l be t a k e n 

under a d v i s e m e n t . 

L e t ' s t a k e a 10-minute break h e r e . 

(And t h e p r o c e e d i n g s c o n c l u d e d . ) 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

16 

17 

1 8 

19 

20 

2 1 

22 

23 

24 

25 

32 

CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO 
) ss . 

COUNTY OF SANTA FE 

I , C a r l a Diane R o d r i g u e z , C e r t i f i e d 

S h o r t h a n d R e p o r t e r and N o t a r y P u b l i c , HEREBY 

CERTIFY t h a t t h e f o r e g o i n g t r a n s c r i p t of 

p r o c e e d i n g s 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 

was r e p o r t e d by me; t h a t I caused my n o t e s t o be 

t r a n s c r i b e d under my p e r s o n a l s u p e r v i s i o n ; and 

t h a t t h e f o r e g o i n g i s a t r u e and a c c u r a t e r e c o r d 

of the p r o c e e d i n g s . 

r e l a t i v e or employee of any of t h e p a r t i e s or 

a t t o r n e y s i n v o l v e d i n t h i s m a t t e r and t h a t I have 

no p e r s o n a l i n t e r e s t i n t h e f i n a l d i s p o s i t i o n of 

t h i s m a t t e r . 

I FURTHER CERTIFY t h a t I am n o t a 

WITNESS MY HAND AND SEAL F e b r u a r y 17, 

1992 . 

CARLA DIANE RODRIGUEZ 
CSR No. 4 

I do hereby certify that the fo rego ing^ 

Oil Conservation BtyfeiRlGUEZ-VESTAL REPORTING 
( 5 0 5 ) 9 8 8 - 1 7 7 2 


