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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING CALLED BY 
THE OIL CONSERVATION DIVISION FOR THE 
PURPOSE OF CONSIDERING: 

APPLICATION OF GOTHIC PRODUCTION 
CORPORATION FOR COMPULSORY POOLING, 
CHAVES COUNTY, NEW MEXICO 

CASE NO. 1 2 , 4 6 6 

ORIGINAL 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: MARK ASHLEY, Hearing Examiner 

*1 
o"' 

August 10th, 2000 

Santa Fe, New Mexico '.A 

This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , MARK ASHLEY, Hearing 

Examiner on Thursday, August 10th, 2000, a t the New Mexico 

Energy, Minerals and Natural Resources Department, Porter 

H a l l , 2 040 South Pacheco, Santa Fe, New Mexico, Steven T. 

Brenner, C e r t i f i e d Court Reporter No. 7 f o r the State of 

New Mexico. 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

8:42 a.m.: 

EXAMINER ASHLEY: The D i v i s i o n c a l l s Case 12,466, 

A p p l i c a t i o n of Gothic Production Corporation f o r compulsory 

p o o l i n g , Chaves County, New Mexico. 

C a l l f o r appearances. 

MR. BRUCE: Mr. Examiner, Jim Bruce of Santa Fe, 

rep r e s e n t i n g the Appli c a n t . I have two witnesses. 

EXAMINER ASHLEY: A d d i t i o n a l appearances? 

W i l l the witnesses please r i s e t o be sworn in? 

(Thereupon, the witnesses were sworn.) 

JAMES L. SCHULTZ. 

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. BRUCE: 

Q. W i l l you please s t a t e your name and c i t y of 

residence? 

A. Jim Schultz, Roswell, New Mexico. 

Q. What i s your occupation? 

A. I'm an independent petroleum landman. 

Q. What i s your r e l a t i o n s h i p t o Gothic? 

A. I've been contracted by them t o represent them i n 

t h i s matter. 
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Q. And have you done land work w i t h respect t o the 

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

A. Yes. 

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

as a landman? 

A. Yes, I have. 

Q. And were your c r e d e n t i a l s as an expert accepted 

as a matter of record? 

A. Yes, they were. 

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

as an expert petroleum landman. 

EXAMINER ASHLEY: Mr. Schultz i s so q u a l i f i e d . 

Q. (By Mr. Bruce) Mr. Schultz, what does Gothic 

seek i n t h i s case? 

A. Gothic seeks an order p o o l i n g the southeast 

q u a r t e r of Section 28, Township 5 South, 2 5 East, t o the 

base of the Abo formation f o r a l l pools or formations 

spaced on 160 acres. The proposed w e l l i s located 1310 

f e e t from the south l i n e and 1650 f e e t from the east l i n e 

of Section 28. 

Q. What i s the ownership of the w e l l u n i t as t o the 

Abo formation? And I r e f e r you t o E x h i b i t 1. 

A. On E x h i b i t 1 i t w i l l show t h a t the n o r t h h a l f of 

the southeast q u a r t e r , 75 percent i s owned by Nadel and 

Gussman Permian, L.L.C, and 2 5 percent i s owned by Gothic 
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Production Corporation. 

The southwest of the southeast i s owned by Jane 

C. Byers, 87.5 percent, which i s unleased again, and Gothic 

Production Corporation, 12.5. 

The southeast of the southeast i s owned 100 

percent by Gothic Production Corporation. 

Q. And who do you seek t o pool i n t h i s case? 

A. We seek t o pool Jane C. Byers and Nadel and 

Gussman Permian, L.L.C. 

Q. Let's discuss Gothic's e f f o r t s 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 of these i n t e r e s t owners. What i s 

E x h i b i t 2? 

A. E x h i b i t 2 i s a proposal l e t t e r which was mailed 

on June 19th, 2 000, t o Nadel and Gussman. 

The l e t t e r enclosed had an AFE requ e s t i n g t h a t 

they p a r t i c i p a t e i n the w e l l , and th e r e was also several 

telephone conversations between Gothic and Nadel and 

Gussman. 

Q. Okay. To the best of your knowledge, Nadel and 

Gussman has not signed up a t t h i s p o int? 

A. No. 

Q. Okay. What about Jane Byers? 

A. Jane Byers cannot be located. 

Q. What steps were taken t o l o c a t e her? 

A. We d i d a search of the Chaves County records, we 
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d i d a search of the I n t e r n e t . We do know t h a t Jane C. 

Byers i s deceased and t h a t she was an only c h i l d and her 

parents were only c h i l d r e n also. 

We contacted the a t t o r n e y f o r Jane C. Byers. 

There was two of them i n Roswell; one was George Hunker, 

the other was Richard Bean. Neither of them knew of any 

h e i r s f o r Jane C. Byers. 

We knew t h a t the Byers parents were from Indiana. 

We contacted the hometowns t h e r e ; we found nothing of 

record f o r any h e i r s of Jane C. Byers 1 parents. 

She also had one son, but the son preceded her i n 

death. 

So we were j u s t unable t o l o c a t e any h e i r s a t a l l 

f o r Jane C. Byers. 

Q. So a t t h i s p o i n t you've reached a dead end w i t h 

respect t o l o c a t i n g Ms. Byers' heirs? 

A. Yes. 

Q. I n your opinion has Gothic made a good f a i t h 

e f f o r t t o l o c a t e Jane C. Byers or her he i r s ? 

A. Yes. 

Q. And i n your opinion, has Gothic made a good f a i t h 

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 of Nadel and Gussman 

i n t h i s w e ll? 

A. Yes. 

Q. Could you i d e n t i f y E x h i b i t 3 f o r the Examiner? 

STEVEN T. BRENNER, CCR 
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A. E x h i b i t 3 i s the AFE f o r the proposed w e l l , and 

i t shows a dryhole cost of approximately $143,000 and a 

completed w e l l cost of $273,499. 

Q. I s t h i s cost i n l i n e w i t h the cost of other w e l l s 

d r i l l e d t o t h i s depth i n t h i s area of New Mexico? 

A. Yes, i t i s . 

Q. Does Gothic request t h a t i t be designated 

operator of the well? 

A. Yes. 

Q. Do you have a recommendation f o r the amounts 

which Gothic should be paid f o r su p e r v i s i o n and 

a d m i n i s t r a t i v e expenses? 

A. Yes, Gothic i s requesting $3500 a month allowed 

f o r t he d r i l l i n g of the w e l l and $800 a month t o be allowed 

f o r t he producing of the w e l l . 

Q. Are these amounts equivalent t o those normally 

charged by Gothic and other operators i n t h i s area? 

A. Yes. 

Q. Was Nadel and Gussman n o t i f i e d of t h i s 

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

A. Yes, they were. 

Q. And i s E x h i b i t 4 my a f f i d a v i t of notice? 

A. Yes. 

Q. B r i e f l y , what i s E x h i b i t 5? 

A. E x h i b i t 5 i s the advertisement we ran i n the 
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Roswell D a i l y Record n o t i f y i n g the h e i r s of Jane C. Byers 

as t o t h i s request f o r a f o r c e - p o o l i n g order. 

Q. And t h a t ' s done because th e r e i s no c u r r e n t 

address f o r her or her h e i r s ; i s t h a t c o r r e c t ? 

A. Yes. 

Q. Were E x h i b i t s 1 through 5 prepared by you or 

under your supervision or compiled from company business 

records? 

A. Yes, they were. 

Q. And i n your o p i n i o n , i s the g r a n t i n g of Gothic's 

A p p l i c a t i o n i n the i n t e r e s t s of conservation and the 

pre v e n t i o n of waste? 

A. Yes. 

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

of Gothic E x h i b i t s 1 through 5. 

EXAMINER ASHLEY: E x h i b i t s 1 through 5 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER ASHLEY: 

Q. Mr. Schultz, i s t h i s the i n i t i a l w e l l t o be 

d r i l l e d on t h i s quarter section? 

A. Yes, i t i s . 

EXAMINER ASHLEY: Okay, thank you. I have 

not h i n g f u r t h e r . 

THE WITNESS: Thank you. 

STEVEN T. BRENNER, CCR 
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GEORGE SCOTT, I I I , 

t he witness h e r e i n , a f t e r having been f i r s t d uly sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Would you please s t a t e your name f o r the record? 

A. George Scott. 

Q. Where do you reside? 

A. Roswell, New Mexico. 

Q. What i s your occupation? 

A. I'm a c o n s u l t i n g r e s e r v o i r g e o l o g i s t . 

Q. And have you been r e t a i n e d by Gothic t o t e s t i f y 

i n t h i s matter? 

A. Yes, I have. 

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

D i v i s i o n ? 

A. Yes, I have. 

Q. And were your c r e d e n t i a l s as an expert g e o l o g i s t 

accepted as a matter of record? 

A. Yes, they were. 

Q. And are you f a m i l i a r w i t h the geology i n v o l v e d i n 

t h i s area? 

A. Yes, I am. 

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

an expert petroleum g e o l o g i s t . 

STEVEN T. BRENNER, CCR 
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EXAMINER ASHLEY: Mr. Scott i s so q u a l i f i e d . 

Q. (By Mr. Bruce) Mr. Scott, could you i d e n t i f y 

E x h i b i t 6 and discuss the Abo geology i n t h i s area? 

A. Okay, yes. E x h i b i t 6 i s r e f e r r e d t o as the Abo 

Sand Map Number 2. I t shows the main t r e n d of t h a t 

p a r t i c u l a r Abo r e s e r v o i r lens, and from t h a t you can see 

i t ' s a f a i r l y l e n t i c u l a r , channel-type sand. 

Q. Do the Abo sands i n t h i s area tend t o be 

heterogeneous? 

A. Yes, I would describe the Abo sands as being very 

heterogeneous and l e n t i c u l a r i n t h e i r d i s t r i b u t i o n . 

Q. Okay. Now, looking a t t h i s map i n p a r t i c u l a r , 

you've got the w e l l marked w i t h a l i t t l e arrow t h e r e i n the 

southeast q u a r t e r , correct? 

A. Correct. 

Q. Looking a t t h i s , i n t h i s p a r t i c u l a r sand t h e r e 

are several areas surrounding t h i s w e l l t h a t have zero 

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

A. That's c o r r e c t . The w e l l t o the northwest and 

the w e l l t o the east both had zero sand pay, e q u i v a l e n t t o 

t h i s r e s e r v o i r . The w e l l s t o the west and the c l o s e s t w e l l 

t o the southwest had nine f e e t of pay. 

Q. Okay. So they're hoping t o t r y t o get maybe 

e i g h t or ten f e e t i n t h i s pay, perhaps, i n t h i s pay zone? 

A. Yes, I would say ten would be the maximum t h a t 

STEVEN T. BRENNER, CCR 
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they could expect. 

Q. Are these maps based on w e l l c o n t r o l , by the way, 

Mr. Scott? 

A. Yes. 

Q. There's been q u i t e a few w e l l s d r i l l e d i n t h i s 

area? 

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

Q. What i s E x h i b i t 7? 

A. E x h i b i t 7 i s the Abo sand map. I t ' s r e f e r r e d t o 

as the Number 3 sand, and t h a t ' s the second most p r i n c i p a l 

r e s e r v o i r sand i n t h i s area. 

proposed l o c a t i o n i s j u s t v i r t u a l l y surrounded by w e l l s 

w i t h no pay or very l i t t l e pay. The c l o s e s t w e l l w i t h pay 

i s t o the northwest, and i t has four f e e t of pay. 

Q. This sand appears t o be t h i n n e r than the Number 2 

sand, does i t not? 

A. Yes. 

Q. Okay. Now, there are also other sands i n t h i s 

area. I mean, there are what? Four or f i v e Abo sands 

o v e r a l l ? 

A. You could — I n some areas up t o a h a l f dozen 

I t also shows a channel c o n f i g u r a t i o n . The 

sands. 

Q. But they come and go, they're discontinuous? 

A. Yes. 

STEVEN T. BRENNER, CCR 
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Q. Based on t h a t , what penalty, i n your o p i n i o n , 

should be assessed against any nonconsenting i n t e r e s t 

owner? 

A. T y p i c a l l y cost plus 200 percent. 

Q. The maximum allowed by s t a t u t e ; i s t h a t c o r r e c t ? 

A. Yes. 

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 

A p p l i c a t i o n i n the i n t e r e s t s of conservation and the 

pre v e n t i o n of waste? 

A. Yes. 

Q. And were E x h i b i t s 6 and 7 — These were 

o r i g i n a l l y prepared by Gothic, were they not? 

A. Yes, by t h e i r c h i e f g e o l o g i s t , Bob Snead. 

Q. And have you reviewed the data i n v o l v e d i n the 

pr e p a r a t i o n of these e x h i b i t s ? 

A. Yes. 

Q. And do you agree w i t h t h e i r i n t e r p r e t a t i o n ? 

A. Yes, I do. 

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

admission of Gothic E x h i b i t s 6 and 7. 

EXAMINER ASHLEY: E x h i b i t s 6 and 7 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER ASHLEY: 

Q. Mr. Scott, you l i s t e d these two, the Number 2 

STEVEN T. BRENNER, CCR 
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sand and the Number 3 sand, but you sa i d there's up t o h a l f 

a dozen sands t h a t could be producing i n t h i s area? 

A. Yes, k i n d of i n the region, say w i t h i n a township 

r a d i u s . 

Q. How come they d i d n ' t provide maps on some of 

those other sands? 

A. Well, these were the two p r i n c i p a l sands. This 

l o c a t i o n i s p r e t t y i f f y . At one p o i n t I t a l k e d w i t h Bob 

Snead about extending the Number 2 sand, mapping i t f u r t h e r 

over t o encompass t h a t wellbore, but you would end up 

having t o take a t e n - f o o t contour l i n e between a z e r o - f o o t 

and an e i g h t - f o o t c o n t r o l p o i n t , and you would have t o go 

down t o a f i v e - f o o t contour i n t e r v a l t o be able t o a c t u a l l y 

encompass t h a t w e l l l o c a t i o n w i t h an isopach l i n e . 

But those are the p r i n c i p a l sands. You tend t o 

f i n d some — I ' l l use the word " s t r a y " . You can f i n d 

s t r a y , unexpected sands when you d r i l l anywhere out i n t h i s 

area, and t o some degree t h a t ' s what they a n t i c i p a t e or 

hope f o r . 

Q. How many f e e t of pay do you need i n t h i s area f o r 

a w e l l t o be productive? 

A. Well, t y p i c a l l y — A l o t of i t can depend on a 

good f r a c j o b i f you have a t h i n zone, but t y p i c a l l y you'd 

l i k e t o see a t l e a s t f i v e or ten f e e t as a minimum. I 

t h i n k t h i s w e l l i s g e t t i n g r e a l close t o the edge. 
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But i f you have one of these two main zones 

present and p i c k up seven or e i g h t f e e t and p i c k up some 

other s t r a y s t r i n g e r s f o r several more f e e t of thi c k n e s s , 

y o u ' l l get over t e n f e e t cumulative. 

EXAMINER ASHLEY: I have nothing f u r t h e r . Thank 

you. 

MR. BRUCE: I have nothing f u r t h e r i n t h i s 

matter, Mr. Examiner. 

EXAMINER ASHLEY: There being nothing f u r t h e r i n 

t h i s case, Case 12,466 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

8:56 a.m.) 

* * * 

s c c . : MM r zcccC of tha proctev :»c:: ;r-f 
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