
1 

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 AN UNORTHODOX INFILL GAS 
WELL LOCATION, CHAVES COUNTY, NEW MEXICO 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: MARK ASHLEY, Hearing Examiner 

February 18th, 1999 

Santa Fe, New Mexico 

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, February 18th, 1999, a t the New 

Mexico Energy, Minerals and Natural Resources Department, 

Porter H a l l , 2040 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 

8:25 a.m.: 

EXAMINER ASHLEY: This hearing w i l l come t o order 

now f o r Docket Number 6-99. Please note today's date, 

February 18th, 1999. I'm Mark Ashley, appointed Hearing 

Examiner f o r today's cases. 

And before we begin the f i r s t case, I want t o go 

over the docket and mention the continuances and dismissals 

a t t h i s time. 

(Off the record) 

EXAMINER ASHLEY: At t h i s time the D i v i s i o n c a l l s 

Case 12,125, A p p l i c a t i o n of Gothic Production Corporation 

f o r an unorthodox i n f i l l gas w e l l l o c a t i o n , 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 Appl i c a n t . I have two witnesses t o be 

sworn. 

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

W i l l the witnesses please stand t o be sworn in? 

(Thereupon, the witnesses were sworn.) 
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JAMES L. SCHULTZ, 

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

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

DIRECT EXAMINATION 

BY MR. BRUCE: 

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

A. Jim Schultz. 

Q. And where do you reside? 

A. Roswell, New Mexico. 

Q. What i s your occupation? 

A. I'm an independent petroleum landman. 

Q. And what i s your r e l a t i o n s h i p t o Gothic i n t h i s 

case? 

A. I do c o n t r a c t land work f o r Gothic. 

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

Di 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 petroleum 

landman 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 land matters 

i n v o l v e d i n t h i s A p p l i c a t i o n ? 

A. Yes, I am. 

MR. BRUCE: Mr. Examiner, I tender Mr. Schultz as 

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

Q. (By Mr. Bruce) B r i e f l y , Mr. Schultz, what does 

Gothic seek i n t h i s case? 

A. They seek an unorthodox l o c a t i o n f o r the "MOC" 

Federal 17. 

Q. Would you r e f e r t o E x h i b i t 1 and describe the 

w e l l ' s l o c a t i o n ? 

A. Yes, the w e l l i s located 2475 f e e t from the south 

l i n e , 1495 f e e t from the east l i n e of Section 35 South, 25 

East. 

The southeast quarter of Section 3 0 w i l l be 

dedicated t o the proposed w e l l , as w e l l as Gothic's 

e x i s t i n g w e l l , the McClelland "MOC" Federal Number 2, which 

i s l o c a t e d i n the southwest of the southeast q u a r t e r . 

Q. I n what pool i s the w e l l located? 

A. I t ' s located i n the Pecos Slope-Abo Gas Pool, 

which provides f o r 160-acre spacing. Two w e l l s are allowed 

per u n i t , w i t h w e l l s t o be no close r than 660 f e e t t o an 

outside boundary l i n e , and an unorthodox-location 

a p p l i c a t i o n must be set f o r hearing. 

Q. What i s the reason f o r the unorthodox l o c a t i o n ? 

A. I t ' s based s t r i c t l y on g e o l o g i c a l reasons, which 

our g e o l o g i c a l expert w i l l discuss. 

Q. Now, r e f e r r i n g t o E x h i b i t 1, are t h e r e any 

a f f e c t e d o f f s e t i n t e r e s t owners? 
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A. A l l of Section 30 i s a f e d e r a l lease, 100 percent 

of i t i s owned by Gothic, and a l l the ove r r i d e s are common 

throughout the s e c t i o n , so there was no n o t i f i c a t i o n s of 

t h i s hearing. 

Q. Okay. And a c t u a l l y , t h a t f e d e r a l lease also 

covers Section 29, does i t not? 

A. Yes, i t does. 

Q. So there are no a f f e c t e d o f f s e t s and no reason 

f o r notice? 

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

Q. Was E x h i b i t 1 prepared by you or under your 

d i r e c t i o n ? 

A. Yes, i t was. 

Q. And i n your opinion, i s the g r a n t i n g of t h i s 

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

preventi o n of waste? 

A. Yes. 

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

of E x h i b i t 1 i n t o evidence. 

EXAMINER ASHLEY: E x h i b i t 1 w i l l be admitted as 

evidence. 

EXAMINATION 

BY EXAMINER ASHLEY: 

Q. The Number 2 w e l l , Mr. Schultz, down i n the south 

h a l f of the southeast quarter, i s the w e l l t h a t ' s c u r r e n t l y 

STEVEN T. BRENNER, CCR 
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dedicated t o the southeast quarter? 

A. Yes. 

EXAMINER ASHLEY: Okay. I have no f u r t h e r 

questions. 

THE WITNESS: Thank you. 

GEORGE SCOTT, I I I , 

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

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

DIRECT EXAMINATION 

BY MR. BRUCE: 

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

residence f o r the record? 

A. George Scott, I I I , Roswell, New Mexico. 

Q. And what i s your occupation? 

A. I'm a petroleum g e o l o g i s t . 

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

A. I'm working as a consultant. 

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 ? 

A. Yes, I have. 

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

g e o l o g i s t accepted as a matter of record? 

A. Yes. 

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

MR. BRUCE: Mr. Examiner, I would tender Mr. 

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

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

Q. (By Mr. Bruce) Mr. Scott, would you r e f e r t o 

E x h i b i t 2, i d e n t i f y i t f o r the Examiner, and t e l l him the 

zones t h a t we're lo o k i n g f o r --

A. Yes. 

Q. - - i n t h i s proposed well? 

A. E x h i b i t 2 i s an east-west c r o s s - s e c t i o n , which i s 

using the a v a i l a b l e w e l l c o n t r o l . I t demonstrates the main 

pay zones i n t h a t f i e l d area, being sandstones 1, 2, 3, 4 

and 5. 

The p r i n c i p a l sandstones are sand zones are 

sandstones 1, 2, 4 and 5. And t h i s c r o s s - s e c t i o n c l e a r l y 

shows the l e n t i c u l a r nature of these r e s e r v o i r sand pays. 

Q. So these sands are discontinuous, and they come 

and go, and you're never r e a l l y q u i t e sure what you're 

going t o get? 

A. That's c o r r e c t . They're t y p i c a l l y l a t e r a l l y 

discontinuous. 

Q. Okay. Now, Mr. Scott, l e t ' s move on. Maybe i t 

would be best t o go through the next t h r e e e x h i b i t s a l l a t 

once. They're a l l Abo sand maps. Could you i d e n t i f y them 

f o r the Examiner — 

STEVEN T. BRENNER, CCR 
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A. Yes, E x h i b i t — 

Q. — and then j u s t go through them maybe one a t a 

time and t e l l him what the o b j e c t i v e i s . 

A. Okay, E x h i b i t 3 shows the Abo Sand Map Number 1, 

E x h i b i t 4 shows the Abo Sand Map Number 4, and E x h i b i t 5 

shows the Abo Sand Map Number 5. And these are based upon 

c a l c u l a t i o n s of net pay from the a v a i l a b l e w e l l c o n t r o l . 

B a s i c a l l y , a l l three maps show the elongate t r e n d 

of the net sand isopach, and we a t t r i b u t e t h i s due t o the 

f l u v i a l d e p o s i t i o n a l environment f o r the Abo sand pays. 

Q. Okay. Now, loo k i n g a t E x h i b i t Number 1 — Excuse 

me --

A. Number 3? 

Q. — E x h i b i t Number 3, on the Number 1 sand, the 

proposed w e l l i s moving what? West and n o r t h from a 

standard l o c a t i o n ? I s t h a t correct? 

A. Yes. 

Q. What i s the purpose of moving the w e l l i n t h a t 

d i r e c t i o n w i t h respect t o the Number 1 sand? 

A. Well, t h a t w e l l l o c a t i o n i s t o optimize the 

occurrence of net thickness of pay, and t h a t ' s i n the Abo 

Number 1 pay, but also i n the -- as seen i n the other 

e x h i b i t s , f o r the Number 4 sand and the Number 5 sand. 

Q. Okay. Now — So moving t o the west and the n o r t h 

w i l l maximize the sand. Are there any other reasons t h a t 

STEVEN T. BRENNER, CCR 
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you would want t o move i n t h a t d i r e c t i o n , a t l e a s t from 

e x i s t i n g wells? 

A. Yes. Well, based on our experience i n the area, 

you have a r e g i o n a l t r e n d and f r a c t u r e o r i e n t a t i o n which 

runs from northwest t o southeast, and we're t r y i n g — i n 

p a r t i c u l a r , t r y i n g t o avoid being d i r e c t l y northeast of the 

w e l l down i n the southwest of the southeast of Section 30. 

Q. The Number 2 well? 

A. Yes, because even i f n a t u r a l f r a c t u r e s are not 

present, the h y d r a u l i c a l l y induced f r a c t u r e s from when they 

d i d t h e i r r e s e r v o i r - s t i m u l a t i o n treatments t y p i c a l l y w i l l 

t r e n d i n the same d i r e c t i o n . And so by l o c a t i n g our w e l l 

a t the proposed l o c a t i o n , we are doing t h i s i n an attempt 

t o avoid a drainage problem. 

Q. Okay. Now, also, do you des i r e t o move away 

from, say, the Number 2 w e l l and the Number 1 w e l l , those 

w e l l s i n the south h a l f , south h a l f , of Section 30? 

A. Yes, and t h a t ' s f o r — Well, i t ' s f o r drainage 

purposes. I t ' s also — The next e x h i b i t i s a s t r u c t u r e 

map, which k i n d of corresponds w i t h the s t r a t i g r a p h i c 

occurrence of the pay. I mean, the reason f o r doing so i s 

p r i m a r i l y s t r a t i g r a p h i c and t o avoid drainage. But al s o , 

those w e l l s i n the south h a l f of 3 0 were not as good of 

w e l l s as the w e l l s , you know, t h a t were i n the t h i c k e r p a r t 

of the pay. 

STEVEN T. BRENNER, CCR 
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Q. Okay. So w e l l s f u r t h e r t o the north? 

A. Further t o the n o r t h and t o the west. 

Q. Also, I note on the e x h i b i t s , c e r t a i n w e l l s i n 

the Abo are marked i n red. Those are w e l l s t h a t are 

p r o d u c t i v e i n t h a t p a r t i c u l a r sand; i s t h a t c o r r e c t ? 

A. Yes, I should p o i n t t h a t out. Each — Yes, the 

w e l l s colored i n red f o r each d i f f e r e n t map are the ones 

producing from t h a t horizon. 

Q. And a t l e a s t as t o the Number 4 and 5 sands, the 

Number 2 w e l l i n the southern p o r t i o n of t h i s w e l l u n i t i s 

not p r o d u c t i v e i n those sands; i s t h a t c o r r e c t ? 

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

Q. Okay. Now, before we get t o the s t r u c t u r e map, 

l o o k i n g a t t h i s l o c a t i o n , w i l l t h i s w e l l also help 

determine where another w e l l , i n f i l l w e l l , could be d r i l l e d 

t o the n o r t h i n the northeast-quarter u n i t ? 

A. Yes, i t helps set up the next l o c a t i o n t o the 

n ortheast. 

Q. Well, l e t ' s move on t o your E x h i b i t 6. I f you 

could, i d e n t i f y t h a t f o r the Examiner and t e l l him what 

t h a t shows. 

A. E x h i b i t 6 i s a s t r u c t u r e map on top of the Abo 

f o r m a t i o n , and i t shows s t r u c t u r a l noses, which t o some 

degree correspond w i t h the poorer production. But most 

i n t e r e s t i n g l y , i t shows r e - e n t r a n t f e a t u r e s where the 

STEVEN T. BRENNER, CCR 
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accumulation of r e s e r v o i r pay i s t y p i c a l l y a l i t t l e b i t 

b e t t e r , and those w e l l s tend t o be a l i t t l e b i t b e t t e r as 

w e l l . 

And our l o c a t i o n w i t h respect t o the s t r u c t u r e 

map i s lo c a t e d r i g h t i n the trough of a s t r u c t u r a l r e ­

e n t r a n t , which we f e e l l i k e i s optimum f o r s t r a t i g r a p h i c 

occurrence of the r e s e r v o i r pay. 

Q. So although you're mainly l o o k i n g a t 

s t r a t i g r a p h i c reasons f o r d r i l l i n g t h i s w e l l , i t ' s also 

f a v o r a b l e s t r u c t u r a l l y ; i s t h a t c o r r e c t ? 

A. I t ' s favorable s t r u c t u r a l l y f o r s t r a t i g r a p h i c 

reasons. 

Q. Okay, t h a t ' s i t — Mr. Scott, who were E x h i b i t s 2 

and 5 prepared by? 

A. They were prepared by Bob Snead w i t h Gothic 

Energy. 

Q. Okay. I should say 2 through 5. 

Have you reviewed the data which went i n t o the 

p r e p a r a t i o n of these? 

A. Yes, i n d e t a i l w i t h Mr. Snead, and as w e l l on my 

own. 

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

f o r t h on E x h i b i t s 2 through 5? 

A. Yes, a b s o l u t e l y . 

Q. And who prepared E x h i b i t 6? 

STEVEN T. BRENNER, CCR 
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A. I prepared E x h i b i t 6. 

Q. I n your opinion, i s the g r a n t i n g of t h i s 

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

the p r e v e n t i o n of waste? 

A. Yes. 

MR. BRUCE: Mr. Examiner, I would tender f o r 

admission i n t o evidence Gothic's E x h i b i t s 2 through 6. 

EXAMINER ASHLEY: E x h i b i t s 2 through 6 w i l l be 

admitted as evidence. 

MR. BRUCE: And pass the witness. 

EXAMINATION 

BY EXAMINER ASHLEY: 

Q. Mr. Scott, you said the w e l l s t o the west, i n the 

west h a l f of Section 30, were not as pro d u c t i v e as the 

Number 2 well? 

A. I'm so r r y , s i r , no, the w e l l s i n the south. 

Q. The south? 

A. Yes. 

Q. Okay. 

A. For instance, the w e l l i n the southwest of the 

southeast, i t produced s l i g h t l y over a qu a r t e r BCF. The 

w e l l i n the southeast of the southwest produced s l i g h t l y 

more than a t h i r d of a BCF, whereas the w e l l s i n the n o r t h 

h a l f , beginning w i t h the w e l l i n the northwest of the 

northea s t , i t ' s made three-quarters of a BCF. The w e l l i n 
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the southeast of the northwest made almost a h a l f BCF. 

Q. What d i d you say the Number 2 w e l l has produced? 

A. The Number 2 w e l l has produced 2 36 m i l l i o n . 

Q. Okay. And how would t h i s l o c a t i o n set you up f o r 

a l o c a t i o n i n the northeast quarter? 

A. Well, by demonstrating good s t r a t i g r a p h i c 

accumulations of pay, we f e e l l i k e t h a t t h a t would be a 

good l o c a t i o n t o d r i l l , there i n the northeast of t h i s 

proposed l o c a t i o n . 

Q. Okay. So a t t h i s l o c a t i o n , are you a n t i c i p a t i n g 

t o encounter a l l f i v e sands? 

A. We would hope t o , but probably f o u r out of f i v e . 

EXAMINER ASHLEY: Okay. Okay, I have no f u r t h e r 

questions. Thank you. 

t h i s case, Case 12,125 w i l l be taken under advisement. 

THE WITNESS: Thanks. 

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

Mr. Examiner. 

EXAMINER ASHLEY: There being n o t h i n g f u r t h e r i n 

(Thereupon, these proceedings were concluded a t 

8:35 a.m.) 

* * * 

I <S© heresy certify that the farz-cir.g , 
« coaipieie record of the proceed!:---^ : 

H»e Examiner hearing of Case No j<\<P , 
heard by me on -3. 1 • 
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