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WHEREUPON, the following proceedings were had at 

8:17 a.m.: 

EXAMINER STOGNER: Second page, I w i l l c a l l Case 

12,230. 

MR. CARROLL: 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. 

EXAMINER STOGNER: C a l l f o r appearances. 

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

repr e s e n t i n g the Applicant. I have two witnesses t o be 

sworn. 

EXAMINER STOGNER: Any other appearances i n t h i s 

matter? 

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

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

A. My name i s Jim Schultz. 

Q. Where do you reside? 

STEVEN T. BRENNER, CCR 
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A. Roswell, New Mexico. 

Q. What i s your occupation? 

A. I'm a petroleum landman, independent. 

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. Their agent f o r p e r m i t t i n g . 

Q. And have you done the land work on t h i s prospect? 

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 

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. 

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

as an expert petroleum landman. 

EXAMINER STOGNER: 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 unorthodox l o c a t i o n f o r the 

McClellan "MOC" Federal Number 18 w e l l . 

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. This i s a land p l a t of the area. The proposed 

w e l l i s 660 f e e t from the nor t h l i n e , 330 f e e t from the 

west l i n e i n Section 29 of Township 5 South, Range 25 East, 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



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 

i n Chaves County, New Mexico. 

The northwest quarter of Section 29 w i l l be 

dedicated t o t h i s w e l l , together w i t h Gothic's e x i s t i n g 

w e l l , the McClellan "MOC" Federal Number 7, which i s 

lo c a t e d i n the northeast of the northwest of the s e c t i o n . 

Q. Now, Mr. Schultz, on E x h i b i t 1, i t ' s b l o t t e d out 

by the name of t h i s w e l l , but there was another Abo w e l l on 

t h i s u n i t , was there not? 

A. Yes, there was the Gothic McClellan "MOC" Federal 

Number 13 w e l l , which was plugged and abandoned i n March of 

1998. 

Q. And t h a t i s located i n the southeast q u a r t e r of 

the northwest quarter? 

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

Q. Okay. To what depth w i l l the proposed w e l l be 

d r i l l e d ? 

A. I t w i l l be d r i l l e d t o a depth t o t e s t the Abo 

formation. 

The w e l l i s i n the Pecos Slope-Abo Gas Pool. 

Pool r u l e s r e q u i r e t h a t 160-acre spacing i s r e q u i r e d and 

allows f o r two w e l l s per u n i t , w i t h the w e l l s t o be no 

c l o s e r than 660 t o an outside boundary u n i t . They also 

r e q u i r e t h a t an unorthodox-location a p p l i c a t i o n 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 ? 

STEVEN T. BRENNER, CCR 
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A. I t i s based on geologic reasons. Due t o the 

geology, Gothic wants the w e l l located i n the west of the 

e x i s t i n g Number 7 w e l l . 

I f you look a t E x h i b i t 1, there i s a w e l l i n the 

southeast southwest of Section 29, which i s the McClellan 

"MOC" Number 13 w e l l . This w e l l was an Abo w e l l which was 

plugged and abandoned i n March of 1998. 

Q. And Gothic does have a g e o l o g i s t here today t o 

t e s t i f y ; i s t h a t correct? 

A. Yes. 

Q. Who are the a f f e c t e d o f f s e t operators or lessees? 

A. I n Sections 19 and 2 0 t o the n o r t h and northwest, 

i t i s a s i n g l e f e d e r a l lease operated by Central Resources, 

Inc. 

Section 3 0 t o the west i s operated by Gothic. 

Section 2 9 and 3 0 are w i t h i n the same f e d e r a l lease. 

Q. Okay, so the lease t h a t i t ' s moving c l o s e r 

toward, t h a t Section 3 0 lease, i s also p a r t of the Section 

29 lease? 

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

Q. Was Central Resources n o t i f i e d of t h i s hearing? 

A. Yes, my a f f i d a v i t of n o t i c e , w i t h the n o t i c e 

l e t t e r s and r e t u r n r e c e i p t , i s submitted as E x h i b i t Number 

2. 

Q. Were E x h i b i t s 1 and 2 prepared by you or under 
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your direction? 

A. Yes. 

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 

prev 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 and 2 a t t h i s time. 

EXAMINER STOGNER: E x h i b i t s 1 and 2 w i l l be 

admitted i n t o evidence a t t h i s time. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. This McClellan f e d e r a l lease t h a t encompasses 

both Section 29 and 30, does i t j u s t encompass those two 

sect i o n s , or i s i t larger? 

A. I bel i e v e i t i s l a r g e r . There's Sections 28 and 

31 also included i n t h a t lease. 

Q. I t looks l i k e maybe p o r t i o n s of Section 28 — 

A. Yes. 

Q. — as opposed t o a l l of i t ? 

And a l l of Section 31? 

A. I be l i e v e t h a t ' s c o r r e c t . 

Q. Okay. Now, obviously the US government i s the 

r o y a l t y . 

How about working i n t e r e s t ? Do you know i f 
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they're a l l common throughout t h a t b i g lease? 

A. Yes, they are. 

Q. Okay. You wouldn't happen t o have a lease 

number, would you? 

A. NM-36409. 

Q. As shown up there i n Section 2 9 on E x h i b i t Number 

I , I b e l i e v e t h a t number shows up. I s t h a t where you are 

g e t t i n g t h a t ? 

A. Yes. 

Q. Do you know how many w e l l s are operated on t h i s 

lease by Gothic, t h a t are c u r r e n t l y producing? 

A. That are c u r r e n t l y producing? 

Q. Yes. 

A. I'm not sure, but I bel i e v e there's 17 w e l l s . 

Q. 17 w e l l s , approximately 17 wells? 

A. Yes. Well, I w i l l — there i s the — There's 16 

w e l l s . The "MOC" Federal Com Number 16 has not been 

d r i l l e d y e t . 

Q. Okay. 

A. I t ' s been permitted. 

EXAMINER STOGNER: Mr. Bruce, i s your next — I 

assume i s the g e o l o g i s t , your next witness w i l l be? 

MR. BRUCE: Yes. 

EXAMINER STOGNER: I n t h a t case, I don't have any 

other questions of t h i s witness. 

STEVEN T. BRENNER, CCR 
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You may be excused. Thank you, s i r . 

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 duly 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? 

A. George Scott, Roswell, New Mexico. 

Q. What i s your occupation? 

A. I'm a 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 

matter? 

A. I'm working as a c o n s u l t i n g g e o l o g i s t t o them. 

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 

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 

the Pecos Slope-Abo Gas Pool? 

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 STOGNER: 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 3 f o r the Examiner and discuss the primary zones of 

i n t e r e s t f o r the proposed well? 

A. Yes, E x h i b i t 3 i s a CNL den s i t y p o r o s i t y l o g , and 

i t ' s being used as our type s e c t i o n w e l l - l o g e x h i b i t . I t 

shows i n yellow the crossover e f f e c t due t o gas pays from 

the r e s e r v o i r zones t h a t are i n d i c a t e d as numbered. 

And zones number 1, 2 and 3, which are the 

p r i n c i p a l zones, we also have isopach, p o r o s i t y isopach 

maps, f o r . 

Q. Okay. I t mentions also on t h i s l o g , there's a 

zone 5 denoted, but t h a t ' s not a main zone of i n t e r e s t i n 

t h i s w ell? 

A. Not r e a l l y p a r t i c u l a r l y f o r our l o c a t i o n . 

Q. Okay. Well, why don't you move on t o — maybe 

j u s t go t o E x h i b i t s 4, 5 and 6 together and discuss f o r the 

Examiner the — i d e n t i f y the e x h i b i t s and discuss the 

primary zones of i n t e r e s t and why the l o c a t i o n needs t o be 

where i t i s . 

A. Okay. The next e x h i b i t i s the Abo sand map, the 

so - c a l l e d , denoted pay zone. I t i s a l e n t i c u l a r sandbody 

w i t h a — b a s i c a l l y a north-south t r e n d , and due t o the 

s t r a t i g r a p h i c parameters t h a t were used i n mapping, i t 

s u b s t a n t i a t e d our l o c a t i o n , as i n d i c a t e d , as the best 

STEVEN T. BRENNER, CCR 
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l o c a t i o n . 

Going t o — 

Q. There's q u i t e a b i t of w e l l c o n t r o l i n t h i s area, 

i s t h e r e not — 

A. Yes. 

Q. — Mr. Scott? 

A. Yes, there i s . 

And then going t o the map t h a t shows the number 2 

sand, you see a northwest — g e n e r a l l y a r e g i o n a l 

northwest-southeast t r e n d t o t h a t body, but we do have an 

elongate lobe coming o f f , going n o r t h south, which again 

supports our l o c a t i o n i n the northwest of Section 29. 

And then E x h i b i t Number 6 shows the Number 3 pay 

sand. And again you see the l e n t i c u l a r nature of t h i s 

r e s e r v o i r , but we have a north-south component t h a t i s 

again a s t r a t i g r a p h i c component, t h a t i s the basis f o r our 

l o c a t i o n . 

Q. Now, considering a l l these three maps together, 

the proposed l o c a t i o n w i l l — f i r s t of a l l , i t w i l l 

maximize the thickness of the pay zone? 

A. Yes, we should get optimized t h i c k n e s s . 

Q. And you w i l l be moving away from the producing 

Number 7 w e l l , which i s i n the northeast q u a r t e r of the 

northwest quarter? 

A. Yes. 

STEVEN T. BRENNER, CCR 
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Q. And f i n a l l y , you are also moving away from the 13 

— Number 13 w e l l , which i s i n the southeast of the 

northwest, which has been plugged and abandoned? 

A. Yes. 

Q. And t h a t ' s the basic theory behind t h i s w e l l 

l o c a t i o n ? 

A. To crowd away from t h a t , c o r r e c t . 

Q. And i f t h i s w e l l i s successful, i t could set up 

another i n f i l l w e l l l o c a t i o n over i n the northeast q u a r t e r 

of Section 30? 

A. Yes. 

Q. Okay. Mr. Scott, who prepared these maps? 

A. These maps were prepared by the s t a f f g e o l o g i s t 

f o r Gothic. 

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

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

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. As a matter of f a c t , I p u l l e d the w e l l logs 

f o r the surrounding w e l l c o n t r o l and k i n d of d i d a quick 

double-check a u d i t of the work, and I found i t t o be very 

accurate. 

Q. Okay. 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 

pre v e n t i o n of waste? 

STEVEN T. BRENNER, CCR 
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A. Yes. 

MR. BRUCE: Mr. Examiner, at t h i s time I would 

move the admission of Gothic E x h i b i t s 3 through 6. 

EXAMINER STOGNER: E x h i b i t s 3 through 6 w i l l be 

admitted i n t o evidence. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Scott, i n loo k i n g a t E x h i b i t Number 3 — 

A. Yes, s i r . 

Q. — i t ' s been a whi l e since I've heard t h a t Abo 

case f o r i n f i l l d r i l l i n g up the r e . 

What i s the d e p o s i t i o n a l environment of those 

d i f f e r e n t sands, your 1, 2, 3 and 5 i n t h i s instance? I'm 

assuming there's a number 4, but i t d i d n ' t show up. 

A. Right, i t ' s pinched out. 

Well, they're h i g h l y l e n t i c u l a r . You can move t o 

o f f s e t w e l l s , and sands t h a t are present i n a north-south 

t r e n d may not be present i n the east-west t r e n d . But 

ge n e r a l l y i t ' s assumed t o be a f l u v i a l d e l t a i c d e p o s i t i o n a l 

environment. 

For years, because of the f a c t t h e r e were red 

sands, people thought perhaps t h a t denoted a d i f f e r e n t 

d e p o s i t i o n a l environment. But i t ' s g e n e r a l l y accepted t h a t 

i t ' s a f l u v i a l d e l t a i c environment. 

Q. And i n t h i s p a r t i c u l a r area, which i s your more 

STEVEN T. BRENNER, CCR 
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p r o l i f i c zone of i n t e r e s t , or t h a t would y i e l d the most 

pro d u c t i o n , or i s t h a t — 

A. Well, I would f e e l l i k e i t was probably zones 2 

and 3, but zone 1 i n places i s very w e l l developed as w e l l . 

Two and 3 seem t o have p r e t t y good l a t e r a l e x t e n t . Those 

are probably the p r i n c i p a l s . 

Q. What are you hoping t o f i n d i n 5, because I 

n o t i c e you d i d n ' t map t h a t out? 

A. Well, i t ' s k i n d of h i t or miss. I t ' s — I f you 

mapped i t , i t ' s more — I t shows the l e n t i c u l a r nature, but 

probably the t h i c k e s t you'd see 5 i s as i t i s i n the 

E x h i b i t Number 3. I t ' s about a 1 0 - f o o t - t h i c k zone. And 

the same w i t h zone 4. 

Q. And looking at E x h i b i t Number 6, i f t h i s was the 

only zone of i n t e r e s t , t h i s Number 3 sand, then a standard 

l o c a t i o n would have been acceptable i n t h i s p a r t i c u l a r 

instance. Would t h a t be safe t o say? 

A. Yes, i f t h a t had been the only zone t h a t would 

have probably been okay. Although even then, you see a 

northwest-to-southeast component t h a t might — I wouldn't 

have f e l t uncomfortable w i t h e i t h e r l o c a t i o n , but I s t i l l 

f e e l uncomfortable w i t h the proposed l o c a t i o n . 

Q. Okay. What's Gothic's f u t u r e plans f o r 

i n f i l l i n g , or b a s i c a l l y d r i l l i n g up i n the Abo sand area? 

A. Well, as I understand, a l l of the acreage t h a t 

STEVEN T. BRENNER, CCR 
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they have deemed prospective they intend to drill the 

i n f i l l l o c a t i o n s . They have a very a c t i v e geologic mapping 

program going on i n t h a t area, and each time they d r i l l a 

l o c a t i o n they use t h a t as a basis t o determine subsequent 

l o c a t i o n s . 

Q. And l e t ' s see, Gothic has come i n — This i s 

about the — what? Fourth or f i f t h a p p l i c a t i o n such as 

t h i s ? 

A. I be l i e v e t h a t ' s c o r r e c t . 

Q. Now, how many i n f i l l w e l l s would you say Gothic 

has d r i l l e d , say, i n the l a s t s i x months, other than those 

f o u r or — 

A. I bel i e v e about a h a l f dozen. 

Q. Just roughly, b a s i c a l l y . 

MR. BRUCE: Probably, Mr. Examiner — I've looked 

a t the t i t l e , as has Mr. Schultz on some of these, and some 

of t h e i r i n f i l l s are a t standard l o c a t i o n s . So they've 

d r i l l e d more than those four w e l l s , or thr e e or f o u r w e l l s , 

t h a t we've had t o come f o r unorthodox l o c a t i o n s , f o r 

hearings. 

Q. (By Examiner Stogner) Okay, I was t r y i n g t o get 

a f e e l of what Gothic i s doing out there and what they're 

expecting i n the f u t u r e , and perhaps come up w i t h some — 

A. I would say one t h i n g t h a t ' s not e x a c t l y r e l a t e d 

t o your question, but they've been able t o get some 
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r e s e r v o i r - s t i m u l a t i o n treatments o f f t h a t are probably 

b e t t e r than most people have seen, and even t o the p o i n t 

t h a t Yates Petroleum i s s t a r t i n g t o emulate t h e i r 

technique. 

So having them develop i n t h i s area i s 

d e f i n i t e l y , I t h i n k , b e n e f i c i a l t o the development of the 

r e s e r v o i r . They seem t o have a more e f f i c i e n t s t i m u l a t i o n 

treatment devised than most of the operators have had i n 

the past. 

Q. Now, how long has Gothic been a player out t h e r e 

i n t h i s area? 

A. Oh, f o r about — 

MR. BRUCE: Mr. Examiner, they bought t h e i r 

i n t e r e s t s i n August or September of 1997. 

Q. (By Examiner Stogner) Okay, t h a t ' s what I was 

g e t t i n g a t , they bought — 

A. That's about two years. 

Q. Okay, and you have bought operations from 

somebody el s e , but Gothic has only been out t h e r e since — 

A. Yes, s i r . 

Q. — the l a s t two years? I n other words, you 

weren't — Gothic wasn't one of the o r i g i n a l p l a y e r s — 

A. No, s i r . 

Q. — e i t h e r i n i t i a l l y or when the i n f i l l procedure 

was — 
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MR. BRUCE: They bought the i n t e r e s t of Tide West 

O i l Company. 

EXAMINER STOGNER: Who? 

MR. BRUCE: Tide West. 

EXAMINER STOGNER: Tide West. 

THE WITNESS: Yeah, the o r i g i n a l p l a y e r s were 

Mesa and Yates, McClellan. 

MR. BRUCE: The Tide West i n t e r e s t came out of 

McClellan. 

Q. (By Examiner Stogner) Okay. Just f o r the 

record, on E x h i b i t Number 3, what l o c a t i o n on the map — 

and I'm going t o r e f e r t o E x h i b i t Number 1 t h a t t h i s map i s 

of — 

A. That i s the l o c a t i o n i n the northwest of the 

southwest of Section 29. 

Q. The Number 14? 

A. Yes, s i r , being 2000 f e e t from the south and 660 

from the west. 

EXAMINER STOGNER: Are there any other questions 

of t h i s witness? 

MR. BRUCE: (Shakes head) 

EXAMINER STOGNER: You may be excused. 

Mr. Bruce, do you have anything f u r t h e r i n Case 

12,230? 

MR. BRUCE: Nothing f u r t h e r i n t h i s matter, Mr. 
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Examiner. 

EXAMINER STOGNER: This case w i l l be taken under 

advisement. 

Thank you, gentlemen. 

(Thereupon, these proceedings were concluded a t 

8:38 a.m.) 
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