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EXAMINER CATANACH: Okay. A t t h i s t i m e we're 

g o i n g t o s k i p t h e Amerada case and go and c a l l Case 

10 3 8 9. 

MR. STOVALL: A p p l i c a t i o n o f Chi O p e r a t i n g 

I n c . , f o r a c o m p u l s o r y p o o l i n g , R o o s e v e l t C o u n t y , 

New M e x i c o . 

EXAMINER CATANACH: Any appe a r a n c e s i n t h i s 

c a s e ? 

MR. CARR: I f i t p l e a s e t h e E x a m i n e r , my name 

i s W i l l i a m F. C a r r w i t h t h e law f i r m C a m p b e l l , C a r r , 

Berge & S h e r i d a n o f Santa Fe. We r e p r e s e n t C h i 

O p e r a t i n g I n c . , and I have two w i t n e s s e s . 

MR. CATANACH: Any o t h e r a p p e a r a n c e s ? 

(No r e s p o n s e ) . 

W i l l t h e w i t n e s s e s p l e a s e s t a n d and be 

sworn? 

( A t w h i c h t i m e Mr. B i l l S e l t z e r and W i l l i a m 

Hermann were sworn.) 

BILL SELTZER, 

t h e W i t n e s s h e r e i n , b e i n g p r e v i o u s l y d u l y s w o r n , was 

examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. W i l l you s t a t e y o u r name and p l a c e o f 

i r e s i d e n c e ? 
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A. B i l l S e l t z e r , M i d l a n d , Texas. 

Q. By whom a r e you employed and i n what 

c a p a c i t y ? 

A. I'm employed by C h i O p e r a t i n g Company as a 

1and c o n s u l t a n t . 

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 i s 

D i v i s i o n and had y o u r c r e d e n t i a l s as a l a n d man 

a c c e p t e d and made a m a t t e r o f r e c o r d ? 

A. Yes, I have. 

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 i n t h e s u b j e c t area? 

A. Yes. 

MR. CARR: Are t h e w i t n e s s ' 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: Yes. 

Q. (By Mr. C a r r ) Would you b r i e f l y s t a t e what 

C h i O p e r a t i n g I n c . seeks w i t h t h i s a p p l i c a t i o n ? 

A. C h i O p e r a t i n g I n c . seeks an o r d e r p o o l i n g 

a l l o f t h e m i n e r a l i n t e r e s t s i n a l l f o r m a t i o n s i n a 

3 2 0 - a c r e s p a c i n g u n i t f r o m t h e s u r f a c e down t o t h e 

base o f t h e San Andres f o r m a t i o n c o v e r i n g t h e west 

h a l f o f S e c t i o n 5, Township 8 S o u t h , Range 37 E a s t , 

R o o s e v e l t C o u n t y . 

Q. Would you r e f e r t o what has been marked f o r 

i d e n t i f i c a t i o n as Chi E x h i b i t Number 1? I d e n t i f y 
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t h i s and revi e w i t f o r Mr. Catanach. 

A. Thi s i s a l o c a t i o n p l a t showing t h e west 

h a l f of S e c t i o n 5, Township 8 South, Range 37 East, 

t o g e t h e r w i t h -- Excuse me -- a l o c a t i o n of t he 

proposed w e l l b e i ng 990 from the south and 990 from 

th e east l i n e of S e c t i o n 5. 

Q. What i s the p r i m a r y o b j e c t i v e i n t h e 

proposed w e l l ? 

A. To t e s t the San Andres f o r m a t i o n . 

Q. A l l r i g h t . L et's go t o Chi E x h i b i t 

Number 2. I ' d ask you again t o i d e n t i f y t h a t f o r 

the Examiner. 

A. This i s -- a g a i n , an acreage p l a t showing 

t h r e e s e p a r a t e t r a c t s and the ownership of the 

i n t e r e s t t h a t Chi has under a l l t h r e e t r a c t s . I f 

y o u ' l l n o t i c e t h a t i n t r a c t one Chi has a f u l l 

i n t e r e s t . T r a c t two they have a f u l l i n t e r e s t 

h a v i n g j u s t a c q u i r e d the i n t e r e s t of Answorth group 

i n those t r a c t s . The o n l y i n t e r e s t which i s not 

lease d i s under t r a c t t h r e e , being t h e h e i r s of Mary 

Ann G i l d e r , which has a 16th i n t e r e s t o u t s t a n d i n g i n 

the east h a l f of t he southwest q u a r t e r of S e c t i o n 5. 

Q. Mr. S e l t z e r , what percentage of the acreage 

ownership has been v o l u n t a r i l y committed t o t h e 

proposed w e l l ? 
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A. 98 p e r c e n t . 

Q. Would you i d e n t i f y what has been marked as 

Chi E x h i b i t Number 3? 

A. Chi E x h i b i t Number 3 i s an AFE showing t h a t 

a d r y ho l e would c o s t $119,000, and a completed w e l l 

of 224,000. 

Q. Are these c o s t s i n l i n e w i t h what o t h e r 

o p e r a t o r s charge f o r s i m i l a r w e l l s i n t h i s area? 

A. Yes, i t i s . 

Q. Could you summarize t h e e f f o r t you have 

made t o l o c a t e -- I guess a t t h i s p o i n t -- j u s t t h e 

h e i r s of Mary G i l d e r , t o p r o v i d e them w i t h n o t i c e 

and an o p p o r t u n i t y t o p a r t i c i p a t e i n t h i s e f f o r t ? 

A. Mary Ann G i l d e r i s deceased and she i s not 

i n Roosevelt County. I found her pro b a t e i n Midland 

County under Probate Number 2058, which she d i e d 

w i t h o u t a w i l l and had a next of k i n as a b r o t h e r , 

who I am unable t o l o c a t e . I have w r i t t e n every 

G i l d e r i n the S t a t e of Texas t h r o u g h t h e d r i v e r ' s 

l i c e n s e d i v i s i o n t o determine i f t h e r e ' s any of 

these p a r t i e s knows the whereabouts of any h e i r s of 

Mary Ann G i l d e r , and I have not r e c e i v e d a p o s i t i v e 

answer from any of them. 

Q. And i n your o p i n i o n , have you made a good 

f a i t h e f f o r t t o exhaust a l l channels a v a i l a b l e t o 
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you t o l o c a t e t h e h e i r s of Miss G i l d e r ? 

A. Yes. 

Q. Has Chi d r i l l e d o t h e r San Andres w e l l s i n 

the immediate area? 

A. Yes. 

Q. I s what has been marked E x h i b i t Number 4 

s i m p l y an a f f i d a v i t c o n f i r m i n g t h a t n o t i c e was 

p r o v i d e d t o the Answorth group a d v i s i n g them of 

today's hearing? 

A. Yes. 

Q. And as of -- i n the l a s t few days an 

agreement has been reached w i t h these i n d i v i d u a l s t o 

v o l u n t a r i l y p a r t i c i p a t e ? 

A. Yes, i t has. We secured leases from t h e 

Answorth group. 

Q. What are the overhead and a d m i n i s t r a t i v e 

c o s t s t h a t Chi w i l l seek w h i l e d r i l l i n g t he w e l l , 

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

A. We seek a $3200 d r i l l i n g r a t e , and a $320 

monthly a d m i n i s t r a t i v e r a t e . 

Q. Do these f i g u r e s conform t o the f i g u r e s s e t 

f o r t h i n t he Ernst o n Young survey f o r w e l l s i n t h i s 

area t o t h i s depth? 

A. Yes, they do. 

Q. Do you recommend t h a t these f i g u r e s be 
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i n c o r p o r a t e d i n t o t h e o r d e r w h i c h r e s u l t s f r o m 

t o d a y ' s h e a r i n g ? 

A. Yes. 

Q. C h i O p e r a t i n g seeks t o be d e s i g n a t e d 

o p e r a t o r o f t h e w e l l ? 

A. Yes. 

Q. Were E x h i b i t s 1 t h r o u g h 4 e i t h e r p r e p a r e d 

by you o r c o m p i l e d under y o u r d i r e c t i o n ? 

A. Yes, t h e y were. 

MR. CARR: At t h i s t i m e , Mr. C a t a n a c h , we move 

t h e a d m i s s i o n o f Chi O p e r a t i n g E x h i b i t s 1 t h r o u g h 

4 . 

EXAMINER CATANACH: E x h i b i t s 1 t h r o u g h 4 w i l l 

be a d m i t t e d as e v i d e n c e . 

( C h i o p e r a t i n g E x h i b i t s 1 t h r o u g h 

4 were a d m i t t e d i n e v i d e n c e . ) 

MR. CARR: T h a t 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 o f Mr. S e l t z e r . 

EXAMINATION 

BY MR. CATANACH: 

Q. Mr. S e l t z e r , you s a i d t h a t you have s e c u r e d 

t h e i n t e r e s t o f t h e A n s w o r t h i n t e r e s t ? 

A. Yes. 

Q. What a b o u t t h e Sanders? 

A. Yes, s i r , we have t h o s e . 

HUNNICUTT REPORTING 
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Q. Okay. 

A. The o n l y one o u t s t a n d i n g i s t h i s Mary Ann 

G i l d e r . 

Q. Okay. 

A. Which we c a n n o t l o c a t e . 

MR. CATANACH: I have no f u r t h e r q u e s t i o n s . 

The w i t n e s s may be ex c u s e d . 

MR. CARR: At t h i s t i m e I c a l l Mr. B i l l 

Hermann t o t h e s t a n d . 

WILLIAM HERMANN 

t h e W i t n e s s h e r e i n , b e i n g p r e v i o u s l y d u l y s w o r n , was 

examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. W i l l you s t a t e y o u r name f o r t h e r e c o r d , 

p l e a s e ? 

A. W i l l Hermann. 

Q. And where do you r e s i d e ? 

A. M i d l a n d , Texas. 

Q. By whom a r e you employed and i n what 

c a p a c i t y ? 

A. C h i O p e r a t i n g as a l a n d man and g e o l o g i s t . 

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 i s 

D i v i s i o n ? 

A. No, I h a v e n ' t . 

HUNNICUTT REPORTING 
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Q. Would you r e v i e w f o r Mr. Cata n a c h y o u r 

e d u c a t i o n a l b a c k g r o u n d , and t h e n summarize y o u r work 

e x p e r i e n c e ? 

A. U n d e r g r a d and g r a d u a t e d e g r e e s f r o m Texas 

Tech U n i v e r s i t y , g r a d u a t i n g w i t h a M a s t e r o f S c i e n c e 

i n ' 8 1 , and i n d e p e n d e n t l a n d man f r o m '81 t o '83 i n 

M i d l a n d a t w h i c h t i m e D a v i d H a r r i s o n , my p a r t n e r and 

m y s e l f , f o r m e d an o p e r a t i n g company w h i c h we've 

s i n c e o p e r a t e d as Chi O p e r a t i n g I n c . 

Q. And do you f u n c t i o n b o t h as C h i ' s l a n d man 

and g e o l o g i s t ? 

A. Yes . 

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 t h a t 

was f i l e d i n t h i s case on b e h a l f o f Chi? 

A. Yes, I am. 

Q. And have you made a g e o l o g i c a l s t u d y o f t h e 

s u b j e c t area? 

A. Yes, I have. 

MR. CARR: Mr. C a t a n a c h , we w o u l d t e n d e r 

Mr. Hermann as a p r a c t i c a l o i l man. 

MR. CATANACH: He i s so q u a l i f i e d . 

Q. (By Mr. C a r r ) Have you p r e p a r e d e x h i b i t s 

f o r p r e s e n t a t i o n h e r e t o d a y ? 

A. Yes. 

Q. Would you i d e n t i f y what has been marked as 
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Chi E x h i b i t Number 5? 

A. E x h i b i t 5 i s a s t r u c t u r e map mapped on the 

PI marker of the San Andres and show s t r u c t u r e i n 

the area of the proposed l o c a t i o n t h a t d e f i n e s what 

we're t r y i n g t o f i n d t h e r e . 

Q. And o u t l i n e d i n y e l l o w i s the proposed 

spacing u n i t t o be d e d i c a t e d t o the w e l l ? 

A. Yes, i t i s . 

Q. And the l o c a t i o n i s i n the southwest of the 

southwest of S e c t i o n 5? 

A. Yes, i t i s . 

Q. Did you prepare t h i s s t r u c t u r e map? 

A. Yes, I d i d . 

Q. Could you go t o t h i s map, and by s i m p l y 

u s i n g t h i s e x h i b i t , e x p l a i n t o Mr. Catanach the r i s k 

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

A. W e l l , what you see i n S e c t i o n 5 and i n 

S e c t i o n 8 im m e d i a t e l y t o the s o u t h , t h e r e are t h r e e 

San Andres c o m p l e t i o n gas w e l l s , two of which were 

ve r y noncommercial, one of which was v e r y commercial 

p r o d u c i n g 1.8 BCF, the o t h e r p r o d u c i n g l e s s than 150 

m i l l i o n c u b i c f o o t of gas each. 

Q. So what you have here i s a l o c a t i o n t h a t i s 

o f f s e t i n t h i s f o r m a t i o n b oth t o the n o r t h and the 

east w i t h w e l l s t h a t were not s u c c e s s f u l ? 

HUNNICUTT REPORTING 
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A. Yes, i t i s . 

Q. I n your o p i n i o n , what does i t take t o make 

a s u c c e s s f u l w e l l i n t h i s pool? 

A. I b e l i e v e t o recoup your investment and get 

any k i n d of reasonable r a t e of r e t u r n , about a h a l f 

a BCF of gas. 

Q. And s t r u c t u r a l l y how do you need t o be 

l o c a t e d ? 

A. You need t o be on f a v o r a b l e s t r u c t u r a l 

p o s i t i o n , of course, t h a t ' s what cause t h e 

ac c u m u l a t i o n of hydrocarbons, but not so f a r 

no r t h w a r d or s h e l f w a r d t o cause a f a c i e s change 

v / i t h i n t h e San Andres d o l o m i t e . 

Q. And how does t h i s p a r t i c u l a r l o c a t i o n 

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

A. We f e e l l i k e we have a rea s o n a b l y good 

chance of be i n g s t r u c t u r a l l y h i g h . But on the o t h e r 

hand, our r i s k we see i s t h a t we may cross t h e 

f a c i e s change. 

Q. I n your o p i n i o n , i s i t p o s s i b l e t o d r i l l a 

w e l l a t t h i s l o c a t i o n t h a t would not be a commercial 

success? 

A. Yes, i t i s . 

Q. Are you prepared t o make a recommendation 

as t o the r i s k p e n a l t y t h a t should be assessed 
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a g a i n s t t h e i n t e r e s t t h a t w i l l n o t be v o l u n t a r i l y 

c o m m i t t e d t o t h e w e l l ? 

A. I w o u l d recommend t h e maximum 200 p e r c e n t . 

Q. The p a r t y who i s n o t p a r t i c i p a t i n g , o r 

w h e r e a b o u t s a r e unknown, how do you p r o p o s e t o 

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

i n t e r e s t ? 

A. An a c c o u n t w i l l be s e t up i n t h e c o u n t y 

s e a t o f R o o s e v e l t County f o r h e r b e n e f i t . 

Q. And you w o u l d been e s c r o w i n g t h e f u n d s 

t h e r e ? 

A. Yes . 

Q. Was E x h i b i t Number 5 p r e p a r e d by you? 

A. Yes, s i r , i t was. 

MR. CARR: A t t h i s t i m e , Mr. C a t a n a c h , I w o u l d 

move t h e a d m i s s i o n o f Chi E x h i b i t Number 5. 

MR. CATANACH: E x h i b i t Number 5 w i l l be 

a d m i t t e d as e v i d e n c e . 

( C h i E x h i b i t Number 5 was 

a d m i t t e d i n e v i d e n c e . ) 

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

w i t n e s s . 

EXAMINATION 

BY MR. CATANACH: 

Q. You s t a t e d t h e r e were two -- o r , I'm 
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s o r r y -- t h r e e w e l l s d r i l l e d i n S e c t i o n 5 and 8. 

Which two were n o n p r o f i t a b l e ? I s t h a t y o u r t e r m 

" n o n p r o f i t a b l e " ? 

A. Noncommercial I t h i n k . D i d I say 

n o n p r o f i t a b l e ? 

Q. I d o n ' t remember. 

A. The w e l l i n t h e s o u t h e a s t o f t h e n o r t h w e s t 

made 37 m i l l i o n c u b i c f e e t o f gas and i s now 

p l u g g e d . The w e l l i n t h e s o u t h e a s t o f t h e s o u t h e a s t 

made 146 m i l l i o n c u b i c f e e t o f gas and i s now 

p l u g g e d . 

Q. So t h e good w e l l i s i n S e c t i o n 8? 

A. Yes, s i r . 

Q. The m a j o r p o r t i o n o f t h e p o o l i s e a s t o f 

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

A. Yes, i t i s . 

Q. Okay. 

EXAMINER CATANACH: I d o n ' t have a n y t h i n g 

f u r t h e r . The w i t n e s s may ask ex c u s e d . 

MR. CARR: We have n o t h i n g f u r t h e r i n t h i s 

c a s e . 

EXAMINER CATANACH: There b e i n g n o t h i n g 
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f u r t h e r , Case 10389 w i l l be t a k e n u n d e r a d v i s e m e n t . 

(The f o r e g o i n g case was c o n c l u d e d a t t h e 

a p p r o x i m a t e h o u r o f 10:35 a.m) 

I do h e n * " c - r r f fHat the for* 
hie ' - c - v .".:v:s ta 

t ° ^ , , .ncr peering cf Case Nc. 

hfcard by me b n _ _ ^ S ^ ^ 1 

Ofl Conservation Division 

STATE OF NEW MEXICO ) 
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STATE OF NEW MEXICO 
) s s . 

COUNTY OF BERNALILLO 

REPORTER'S CERTIFICATE 

BE I T KNOWN 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 o f 

t h e p r o c e e d i n g s were t a k e n by me, t h a t I was t h e n 

and t h e r e a 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 i n and f o r t h e County o f B e r n a l i l l o , S t a t e 

o f New M e x i c o , and by v i r t u e t h e r e o f , a u t h o r i z e d t o 

a d m i n i s t e r an o a t h ; t h a t t h e w i t n e s s b e f o r e 

t e s t i f y i n g was d u l y sworn t o t e s t i f y t o t h e 

w h o l e t r u t h and n o t h i n g b u t t h e t r u t h ; t h a t t h e 

q u e s t i o n s p r o p o u n d e d by c o u n s e l and t h e answers o f 

t h e w i t n e s s t h e r e t o were t a k e n down by me, and t h a t 

t h e f o r e g o i n g pages o f t y p e w r i t t e n m a t t e r c o n t a i n a 

t r u e and a c c u r a t e t r a n s c r i p t as r e q u e s t e d by c o u n s e l 

o f t h e p r o c e e d i n g s and t e s t i m o n y had and adduced 

upon t h e t a k i n g o f s a i d d e p o s i t i o n , a l l t o t h e b e s t 

o f my s k i l l and a b i l i t y . 

n o r employed by any o f t h e p a r t i e s h e r e t o , and have 

no i n t e r e s t i n t h e outcome h e r e o f . 

I FURTHER CERTIFY t h a t I am n o t r e l a t e d t o 

DATED a t B e r n a l i l l o , New M e x i c o , t h i s day 

November 1 1 , 1991. 

My c o m m i s s i o n e x p i r e s 
A p r i l 24, 1994 
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CCR No. 3008 
N o t a r y P u b l i c 
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