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MR. CATANACH: This hearing 

w i l l come to order. 

We'll c a l l next Case 8974. 

MR. TAYLOR: The a p p l i c a t i o n of 

GeoEngineering, Incorporated, f o r exceptions to D i v i s i o n 

General Rules 104(F) and 104(C) 1, McKinley County, Hew Mex­

ico . 

MR. CATANACH: Are there ap­

pearances i n t h i s case? 

MR. HALL: Mr. Examiner, my 

name i s Scott H a l l from the Campbell and Black law f i r m of 

Santa Fe. 

The a p p l i c a n t i s also b r i n g i n g 

today Cases 8932 and S933. 

We would request t h a t these be 

consolidated f o r hearing today. 

MR. CATANACH: At the request 

of the a p p l i c a n t w e ' l l now c a l l Case 8932 and 8933. 

MR. TAYLOR: Those are the same 

t h i n g so they are c a l l e d . 

MR. CATANACH: A l l r i g h t . 

MR. HALL: I have two witnesses 

to be sworn. 

MR. CATANACH: Are there other 
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appearance::; i n t h i s case? 

MR. STOCKTON: Mr. Examiner, my 

name i s Bruce Stockton w i t h the State Land O f f i c e . Dr. Sabo 

and I are here on behalf of the Land O f f i c e . 

HR. DEHIYA: Mr. Examiner, my 

name i s A l f r e d Dehiya. I'm representing the Navajo Tribe i n 

Window Rock, Arizona. 

MR. CATANACH: How do you s p e l l 

your l a s t name, s i r ? 

MR. DEHIYA: D-E-H-I-Y-A. 

MR. TAYLOR: A l f r e d , would you 

t e l l us your t i t l e w i t h the t r i b e ? 

MR. DEHIYA: I'm tha Deputy D i ­

re c t o r f o r the Navajo D i v i s i o n of Resources. 

MR. TAYLOR: Do you have any 

other t r i b a l o f f i c i a l s t h a t we should get i n the record as 

fa r as t h e i r name and t i t l e ? 

MR. DEHIYA: I've got w i t h me 

MR. TAYLOR: I ' l l bet you have 

the Land O f f i c e , don't you? 

MR. DEHIYA: Yes, Melvin 

B a u t i s t a . He's the D i r e c t o r f o r the; O f f i c e of Navajo Land 

Administra t i o n . 

MR. TAYLOR: Melvin? 
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MR. DEHIYA: B a u t i s t a , S--A-U-T-

I-S-T-A. 

And Arlene Luther, Environment­

a l i s t w i t h the O f f i c e of Environmental P r o t e c t i o n . 

A l l e n Nez, Landman w i t h che Of­

f i c e of Land A d m i n i s t r a t i o n . 

A l b e r t Deschine, T i t l e Examiner 

of our o f f i c e , Land A d m i n i s t r a t i o n . 

And then Kenneth Yazzie, T r i b a l 

Ranches Program. 

MR. TAYLOR: Where's J e r r y A l l -

wood ? 

MR. DEHIYA: He's — 

MR. TAYLOR: Vacation? 

Okay, and w e ' l l have them ap­

pearing as o f f i c i a l s of the Tribe r a t h e r than through an a t ­

torney . 

MR. CATANACH: Do we need to 

swear any of your people in? Are they going t o t e s t i f y ? 

MR. DEHIYA: No, I ' l l be the 

one making the —• presenting the statement from the T r i b e . 

MR. CATANACH: A l l r i g h t . 

W i l l a l l the witnesses please 

stand and be sworn i n a t t h i s time? 

MR. TAYLOR: You guys, I as-
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sume, j u s t want t o malco a statement or j u s t want to appear? 

(Witnesses sworn.) 

JAMES LAW, 

being c a l l e d as a witness and being duly sworn upon h i s 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 

BY MR. HALL: 

Q 

A 

po s i t i o n ? 

A 

Inc. 

DIRECT EXAMINATION 

For the record please s t a t e your name. 

James W. Law. 

And where do you l i v e ? 

1303 Calle Giraso, Santa Fe. 

By whom are you employed and i n what 

I'm Vice President w i t h Geo Engineering, 

Q And, Mr. Law, 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 and had your c r e d e n t i a l s accepted? 

h Yes, s i r , I have. 

Q Okay. What i s i t t h a t — are you 

f a m i l i a r w i t h the lands and the subject a p p l i c a t i o n ? 

A Yes, I am. 

Q What i s i t t h a t Geo Engineering i s seek-
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ing by t h i s a p p l i c a t i o n ? 

A Geo Engineering i s seeking a change i n 

the spacing requirement, w e l l spacing requirement f o r the 

lands i n question t o a denser spacing of f i v e acres per 

w e l l . 

Okay. What i s the present spacing out 

there? 

Q 

Well, i t ' s 40 acres but 4 w e l l s per 40. 

Okay. Do you have another witness who 

w i l l t e s t i f y on the geologic c h a r a c t e r i s t i c s of the — 

A Yes --

Cj — subject land? 

A — s i r , Mr. Woods w i l l t e s t i f y . 

Q Okay. What formation are you p r e s e n t l y 

producing from? 

A Prom the Menefee. 

Q Okay. 

A Various sand lenses i n the Menefee. 

0 What i s the present development program 

on those lands? 

A At the c u r r e n t — at present we are i n 

the process of a wa t e r f l o o d i n Section 2 8 and the Section 

20, a development d r i l l i n g program. We have plans f e r addi­

t i o n a l development d r i l l i n g i n Section 2 8 and i n Section 30. 

Q A l l r i g h t , do you intend to implement 
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other waterfloods on Section 32? 

A As time goes on and we gain more informa­

t i o n and are able to get the proper studies and permits. 

Q And t h a t w i l l be by separate a p p l i c a t i o n . 

A Yes, s i r . 

y A l l r i g h t . I'd l i k e f o r you to r e f e r to 

what's been marked as E x h i b i t One and e x p l a i n what t h a t i s 

to r e f l e c t to the Examiner. 

A I s n ' t t h a t i t up there? 

Q Yes. 

A Okay, l e t me see. E x h i b i t One, the heavy 

dotted l i n e i n d i c a t e s the acreage under lease by Geo 

Engineering. 

Q I'm s o r r y , l e t me i n t e r r u p t you. E x h i b i t 

One i s the surface p l a t . 

A Oh, okay. E x h i b i t One shows i n yellow 

the o u t l i n e of lands under lease t c Geo Engineering. I t 

shows the l o c a t i o n of the i n j e c t i o n w e l l s t h a t are c u r r e n t l y 

permitted and i t shows the ownership of the surrounding 

lands. 

Q A l l r i g h t . Does i t happen to show the 

water source f o r the waterflood? 

A No, i t ' s not on t h a t . 

Q Okay. Let's look at E x h i b i t Two, i f you 

would, and e x p l a i n what t h a t i s intended to r e f l e c t . 
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A OKciy. E x h i b i t Two i s a schematic diagram 

which would i n d i c a t e the probable w e l l placement on f i v e ac­

re spacing,, 

Q Okay, and you have those f o r proposed l o ­

cations — 

A Yes. 

Q -- w i t h i n a 40-acre t r a c t . 

A Uh-huh. 

Q A l l r i g h t . 

A Right. 

D Let's look at E x h i b i t Three, now, t h a t ' s 

the large one. 

A Okay. 

Q What does E x h i b i t Three show? 

A Again we have o u t l i n e d i n a — t h i s time 

i n a dotted l i n e the acreage which i s under lease to Geo 

Engineering. 

We also show w i t h a s o l i d l i n e the e s t i ­

mated productive l i m i t s of four d i f f e r e n t areas w i t h i n t h i s 

acreage and a l l of the c u r r e n t w e l l s are p l o t t e d on the 

on t h i s map, and at the base of the map i s a i d e a l i z e d cross 

sec t i o n which shows the number of producing horizons and 

t h e i r depths under each pool. 

Q Why was i t necessary t h a t these be i d e a l ­

ized cross sections? 
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A These r e s e r v o i r s are q u i t e complex. 

We're dealing w i t h d e l t a i c or r i v e r deposits t h a t meander. 

We're not q u i t e sure, even w i t h the w e l l spacing we have, 

where the productive l i m i t s are. I t was necessary to i d e a l ­

ize the cross section because i t ' s very d i f f i c u l t to c o r r e ­

l a t e across these pools. 

Q Okay. So you weren't able to c o r r e l a t e 

any c o n t i n u i t y across — 

A Well, some places you t h i n k you can and 

some places you're not sure. 

<2 Okay. Now from the operations t h a t Geo 

had conducted on these lands, what geologic and engineering 

i n f o r m a t i o n have those operations y i e l d e d , generally? 

A Well, g e n e r a l l y speaking, of course, we 

have a l l of the normal geology as acquired froffi w e l l logs 

numerous core analyses, and our own i n t e r p r e t a t i o n s . 

We have, as I mentioned, q u i t e a number 

of core analyses and v i s u a l core examinations which show us 

average p o r o s i t i e s , p e r m e a b i l i t i e s , and f l u i d s a t u r a t i o n s . 

Q Okay. Do you have those a v a i l a b l e ? 

A I can give you ranges. There are many 

d i f f e r e n t r e s e r v o i r s involved here and there are ranges t h a t 

I could encompass a l l of them w i t h , i f t h a t would be 

s u i t a b l e . 

Q Why don't we do t h a t . How many, l e t me 



I 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

11 

ask you, how many r e s e r v o i r s have you i d e n t i f i e d ? 

A Eight. 

Q Okay. 

A There may be mora.. The p e r m e a b i l i t i e s 

t h a t we have measured range from 20 to 375 m i l l i d a r c i e s . 

P o r o s i t i e s range from 19 to 26-1/2 per­

cent and o i l v i s c o s i t y i s very near t o one i n a l l of the 

reservoirs., 

Q A l l r i g h t , these ranges you give -ne, are 

they f o r any p a r t i c u l a r r e s e r v o i r or are they f o r a l l e i g h t 

r e s e r v o i r s ? 

A They cover a l l e i g h t r e s e r v o i r s . 

Q Okay. Let me ask you, why are the 

present spacing and l o c a t i o n requirements u n s a t i s f a c t o r y ? 

A Due t o the nature of the d e p o s i t i o n i n 

t h i s area i n the Menefee, we e v i d e n t l y have numerous sand 

lenses of varying thickness t h a t come and go f a i r l y r a p i d l y . 

In other words, between two w e l l s 330 f e e t apart we can com­

p l e t e l y lose one sand and pick up two more sand members. We 

simply cannot define the r e s e r v o i r l i m i t s and which I be­

l i e v e are necessary i n order to make proper determinations 

f o r secondary recovery operations without t h i s i n f o r m a t i o n . 

From a primary o i l recovery standpoint 

t h i s i s not an economical property. We have to use enhanced 

recovery i n order to make t h i s a v i a b l e p r o j e c t . 
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A l l r i g h t . I s there any s u b s t a n t i a l r e ­

s e r v o i r energy and —• 

A No. 

Q Okay. You've mentioned t h a t 330 f e e t i s 

probably i n s u f f i c i e n t . What do you a n t i c i p a t e the actual 

drainage t o be f o r any given well? 

A I t ' s very d i f f i c u l t to c a l c u l a t e . A l l I 

can dc i s estimate and I would h e s i t a t e to say on primary 

t h a t these w e l l s would d r a i n over one acre. 

Q Okay. 

A There's simply no gas i n s o l u t i o n . 

Q A l l r i g h t . Is i t your o p i n i o n , then, 

t h a t the r e s e r v o i r s cannot be adequately drained on the 

present spacing requirements? 

A Yes. 

Q A l l r i g h t . I s there any danger of d r a i n ­

age across the lease boundary l i n e s w i t h the spacing at 165 

f e e t o f f the lease boundary l i n e s ? 

A None whatsoever. 

Q Okay. What do you propose to be a 

reasonable spacing r e s t r i c t i o n f o r f u t u r e wells? 

A Five acres. 

Q Would i t be acceptable to have we l l s l o ­

cated no closer than 10 f e e t t o the quarter quarter sec­

tio n s ? 
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And no closer than 165 f e e t t o the lease 

A Yes. 

Q Okay. T!ow many w e l l s would t h i s a l l ow t o 

be appropriate on quarter quarters? 

A This would t h a t would be e i g h t w e l l s . 

Q Are there any other o f f s e t operators i n 

the pool? Let me rephrase i t . 

Are there other operators i n these pools 

or the subject lands and — 

A N'o. 

C Okay. Are you aware of any o b j e c t i o n s t o 

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

A Mo. 

Q Can you estimate the percentage of ot h e r ­

wise recoverable o i l t h a t would be l o s t i f the a p p l i c a t i o n 

were not granted? 

A Assuming a t o t a l recovery under f l o o d a t 

40 percent, the d i f f e r e n t i a l would be 37-1/2 t o 80 percent, 

which, i f I may add, comes t o a t o t a l of 1,150,000 b a r r e l s , 

approximately, of a d d i t i o n a l o i l s t h a t would be recovered 

under f l o o d . 

Q Okay. Or conversely l e f t i n the ground,, 
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C A l l r i g h t . What i s the basis of those 

f i g u r e s you've j u s t alluded to? Well, l e t me ask you, d i d 

you prepare some c a l c u l a t i o n s ? 

A Yes, I d i d . 

Q Are those shown on E x h i b i t Five? 

A Yes, s i r , they are. 

Q Why don't you j u s t b r i e f l y review those 

f o r the Examiner? 

A A l l r i g h t . What we have here i s f o r each 

separate productive o u t l i n e t h a t ' s shown on the map here, we 

have an acre f o o t c a l c u l a t i o n based on core analysis and 

e l e c t r i c logs combined w i t h p o r o s i t i e s and f l u i d s a t u r a t i o n s 

based upon core a n a l y s i s and e l e c t r i c logs, and using a t o ­

t a l under f l o o d recovery f a c t o r of 40 percent we have ar­

r i v e d et the b a r r e l s of o i l t h a t are r e f l e c t e d on t h i s e x h i ­

b i t . 

Q Okay. I n your opinion would a d r i l l i n g 

program operated upon the terms r e f l e c t e d i n the a p p l i c a ­

t i o n s f o r these lands impair c o r r e l a t i v e r i g h t s ? 

A No. 

Q Okay. Would 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 permit waste by l i f t i n g otherwise unrecoverable o i l ? 

A You mean prevent waste? 

Q Yes. 

A Yes, i t would. 
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C Generally, w i l l g r a n t i n g t h i s a p p l i c a t i o n 

be i n the i n t e r e s t of conservation, the prevention of waste, 

and p r o t e c t i o n of c o r r e l a t i v e r i g h t s ? 

A Yes, s i r . 

Q Were E x h i b i t s One through Five prepared 

by you or at your d i r e c t i o n ? 

A Yes, they were. 

Q Let me ask you, I bel i e v e I neglected to 

ask you about E x h i b i t Four. I f you'd r e f e r to those, does 

E x h i b i t Four appear t o be the n o t i c e provided to a l l o f f s e t 

operators? 

A Yes, s i r . 

Q Okay. 

MR. HALL: At t h i s p o i n t we'd 

tender E x h i b i t s One through Five. 

MR. CAT,ANAC4: E x h i b i t s One 

through Five w i l l be admitted i n t o evidence. 

MR. HALL: That concludes my 

d i r e c t of t h i s witness. 

MR. CATANACH: Mr Dehiya, do 

you have any questions of the witness? 

MR. DEHIYA: Just one, Mr. Exa­

miner, d i r e c t e d to the question r a i s e d , d id he know of or 

was aware of any o b j e c t i o n s from any i n t e r e s t holder i n the 

area, e i t h e r by correspondence or telephone c a l l there were 
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questions on the op e r a t i o n . 

MR. KALL: I'm not sure I 

understand t h a t question. 

MR. CATANACH: Mr. Dehiya, why 

don't you d i r e c t your question d i r e c t l y to Hr. Law? 

QUESTIONS BY MR. DEHIYA 

Q You mentioned t h a t you were unaware of 

any o b j e c t i o n from e i t h e r the Tribe or any of the people i n 

the area. 

They had been out there and (not c l e a r l y 

understood} the ac t u a l concerns of the ope r a t i o n . 

A What concerns? 

Q (Inaudible) contamination and so f o r t h . 

MR. HALL: Well, l e t me o b j e c t . 

I b e l i e v e the scope on d i r e c t was l i m i t e d t o the a p p l i c a ­

t i o n s a t hand and the o r i g i n a l question propounded to t h i s 

witness i s whether he knew of any obj e c t i o n s t o these ap­

p l i c a t i o n s . And I believe he t e s t i f i e d there were none. 

MR. CATANACH: Mr. H a l l , the 

Navajo Nation seems t o have some questions t h a t may not be 

w i t h i n the scope of t h i s hearing but they do t h i n k they need 

to be addressed. 

MR. HALL: We'd be pleased to 

allow them to make any statements. I bel i e v e before they're 
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allowed to pursue any questioning there's a question as to 

t h e i r standing i n t h i s case. They need to e s t a b l i s h t h a t 

they're an i n t e r e s t owner a f f e c t e d . 

I don't b e l i e v e t h a t ' s been 

done and there's been no e n t r y of appearance f i l e d on behalf 

of the Navajos. They don't appear to be represented by an 

a t t o r n e y . 

Other than a l l o w i n g them to 

make t h a t statement, 1 don't believe they're e n t i t l e d to i n ­

t e r r o g a t e witnesses. 

I f I may f u r t h e r c l a r i f y my ob­

j e c t i o n , the a p p l i c a t i o n s we1 re hearing today have t o dc on­

l y w i t h w e l l spacing and they seek, the a p p l i c a t i o n s seek an 

exception to the c u r r e n t w e l l spacing requirements. 

From the t h r u s t of the — Mr. 

Dehiya's questions, i t appears t h a t h i s concerns are addres­

sed w i t h c e r t a i n surface matters, which are completely i r ­

r e l e v a n t to t h i s proceeding and beyond the scope. 

I would suggest t h a t t h i s i s 

perhaps the wrong forum to proceed { i n a u d i b l e ) . 

MR. TAYLOR: We'll l e t him ask 

the question, but, Mr. Dehiya, f o r the record would you 

s t a t e what the Tribe's i n t e r e s t i n t h i s is? Are they the 

surface lessee or surface owner or what's t h e i r i n t e r e s t i n 

t h i s case? 
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MR. DEHIYA: ?or the records, I 

want t o s t a t e t h a t the Tribe i s the owner of surface r i g h t s 

surrounding Section 28, Section 30, and then also f o r tha 

record the Tribe has a grazing lease on the New Mexico State 

surface s e c t i o n . 

MR. TAYLOR: So you own some 

surface and you lease some surface? 

MR. DEHIYA: Yes. 

MR. TAYLOR: Mr. Law, would you 

address the question of whether or not there've been -- what 

was the question — whether or not problems have been r a i s e d 

to you about your operation? 

MR. HALL: The question on d i ­

r e c t was whether he v/as aware of any ob j e c t i o n s t o these ap­

p l i c a t i o n s . 

MR. TAYLOR: Right. 

A No« 

MR. TAYLOR: Mr. Dehiya, you 

may continue., Do you have any other questions? 

MR. HALL: That concludes my 

d i r e c t . 

DR. SABO: The Land O f f i c e 

would l i k e to ask a question or a t l e a s t d i r e c t a comment. 

I n t e r e s t of waste, or the pre­

vention of waste, also involves o v e r - d r i l l i n g , over-expen-
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ding of c a p i t a l , p o s s i b l y d e s t r u c t i o n of land or even s e t ­

t i n g a. precedent t h a t i n the f u t u r e might r e s u l t i n t h i s . 

Nov, the testimony s t a t e d t h a t 

we would recover approximately — or d r a i n one acre of land, 

or r e s e r v o i r , but there was no f u r t h e r mention of the cost 

of the w e l l or the economics. In other words, the recovery 

as against the amount of drainage, the amount of recovery, 

or p o s s i b l y the impact on the area i t s e l f by the denser 

d r i l l i n g . 

We'd be curious to know how 

much a w e l l costs, what the r e t u r n on the investment would 

be, as to whether i t would be an economical venture as f a r 

as other s t a t e land t o t h i s area as a precedent, i f nothing 

e l s e . 

MR. Fi ALL: May I respond t o 

that? 

I b e l i e v e the witness d i d t e s ­

t i f y t h a t on present spacing t h a t the p r o j e c t would probably 

be uneconomical but there was, you are c o r r e c t , no testimony 

on w e l l cost.., 

DR. SABO: Then, of course, the 

follow-up question would be i f i t i s uneconomical, can ex­

tensive d r i l l i n g be j u s t i f i e d ? 

MR. liALL: I ' l l l e t him answer 

the question. 
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MR. LAW: Okay, we t h i n k w i t h 

the a d d i t i o n of 30 t o 40 a d d i t i o n a l w e l l s i n the whole area 

at an approximate cost t o complete, $15,000 each, we can r e ­

cover a t cu r r e n t market p r i c e s an a d d i t i o n a l $16,300,000 

worth of o i l , a t c u r r e n t market. That's $15.00 a b a r r e l , a t 

le a s t the l a s t time I saw i t . 

MR. CATANACH: Does t h a t answer 

your question? 

DR. SABC: Okay. 

CROSS EXAMINATION 

BY MR. CATANACH: 

C Mr. Law, how do you come up w i t h the 

f i g u r e t h a t one we l l w i l l only d r a i n less than f i v e acres? 

A Looking a t primary production h i s t o r y , 

which i s before we took t h i s property over, on an in d i v u d a l 

w e l l basis i s admitted l y p r e t t y sketchy because of the 

records, but based upon our own experience here since we've 

been i n the f i e l d , on cumulative recover from each w e l l , say 

on a 20 percent of t o t a l o i l i n place on primary, there i s 

no way t h a t these w e l l s could — are conceivably d r a i n i n g 

more than one acre of land w i t h i n a ten year p e r i o d . 

This i s actual production h i s t o r y since 

we've been on the — on the p r o p e r t y , Mr. Examiner. 

Q Now, that'E based on o r i g i n a l o i l i n 
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place based on volumetric calculations? 

A Yes, s i r . 

Q And which i n turn are based on the aver­

age core data that presented e a r l i e r . 

Q When was that, Mr. Law? When was core 

data presented? 

A Early i n my testimony when I gave the 

porosity and permeability range and. the formation volume 

factor, v i s c o s i t y . 

Q And that i s based on cores? 

A Yes, s i r . 

Q The 2 percent assumption on — of primary 

recovery, 2 to 3 percent, i s that based on the lack of 

reservoir energy? 

A Yes, completely. Everything else, we im­

mediately believe, i s going to make a l o t o i l . 

Q And you're assuming what percentage did 

you say for secondary recovery? 

A Total of 40 percent of the o i l i n — o r i ­

ginal o i l i n place. That includes primary and secondary, 

which i s probably rather conservative. 

Q So on your Exhibit Number Two, the Form 

C-102, is there a -— do you intend to establish some kind of 

pattern for these wells as against -•-

A No, I — s t r i c t l y the geology and adapt-
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a b i l i t y t o a f l o o d p a t t e r n . 

Q Do you have a set f l o o d pattern? 

A Not y e t ; depending on the c o n f i g u r a t i o n 

of the r e s e r v o i r as we develop them from t h i s d r i l l i n g . 

At the c u r r e n t time we have a s p l i t l i n e 

d r i v e i n operation on Section 28, but I don't know what the 

f u t u r e f l o o d p a t t e r n i s going to be. 

Vie do, a l s o , have — w e l l , we have per­

m i t t e d the remainder of the s p l i t l i n e d r i v e . We j u s t have 

a l i n e d r i v e i n operation a t the c u r r e n t — at the present 

time. 

MR. CATANACH: I have no f u r ­

ther questions f o r Mr. Law at t h i s present time. 

I f there are no other questions 

— Mr. Stockton? 

QUESTIONS BY MR. STOCKTON: 

Q Mr. Law, i f the Land O f f i c e or some other 

surface owner i n the area requested special l i t i g a t i o n pro­

cedures on your d r i l l i n g o perations, s p e c i a l reclamation 

procedures, would t h i s s u b s t a n t i a l l y a f f e c t your economics? 

A I don't t h i n k so. 

MR. STOCKTON: That's a l l . 

MR. CATANACH: Mr. Taylor, do 

you have some questions? 
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CROSS EXAMINATION 

BY MR. TAYLOR: 

Q Mr. Law i f your a p p l i c a t i o n i n t h i s case 

i s approved, w i l l t h a t — e s s e n t i a l l y t h a t ' s going to permit 

you t o expand t h i s p r o j e c t , i s i t not? 

A Yes. 

G I n the past haven't you had problems v/ith 

the D i v i s i o n as f a r as complying w i t h our rul e s and regula­

t i o n s on your e x i s t i n g size of your p r o j e c t ? 

A We d i d have some problems, yes. 

Q Are those cleared up? 

A To the best of my knowledge they are, 

yes, s i r . 

Q Did you get a n o t i c e dated August 11th 

c a n c e l l i n g your allowable f o r f a i l u r e to comply w i t h the 

ru l e s and r e g u l a t i o n s of the D i v i s i o n ? 

A Not t o my knowledge. 

Q You haven't seen that? 

Why don't you take a look at i t ? 

You haven't seen t h a t yet? 

A No. 

Q Not yet? 

A No. 

Q Do you know why those things haven't been 

f i l e d ? 
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A Yes, I t h i n k I do, but I'd p r e f e r t h a t my 

partner who has been f i l i n g them answer the question. 

Q Okay, and why don't you t e l l roe about the 

— what e f f o r t s you've made t o cl e a r up your other problems. 

I know you i n the past — you've been c i t e d numerous times 

f o r f a i l u r e to f i l e various documents t h a t need to be f i l e d 

w i t h us, production r e p o r t s , d r i l l i n g r e p o r t s , completion 

r e p o r t s ; i n f a c t , here's a t h i n g dated — a l e t t e r dated 

February 21st, which says t h a t — 

MR. HALL: Well, I'm going to 

ob j e c t r i g h t now to 

Scott. I'm p a r t of the — 

MR. TAYLOR: You can't o b j e c t , 

MR. KALL: — to counsel's — 

MR, TAYLOR: — D i v i s i o n and 

I'm going to ask the questions. 

MR. HALL: — propounding ques­

t i o n s t o t h i s witness. They are improper i n t h a t counsel i s 

also serving as counsel f o r the Hearing Examiner. The ques­

ti o n s appear t o be h o s t i l e and adverse and I believe are i n 

c o n f l i c t . 

MR. TAYLOR: Okay, t h a t ' s an 

o b j e c t i o n f o r the record, S a l l y . 

Q Now t h i s l e t t e r says t h a t you had entered 

i n t o a — 
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MR. HALL: Do I get a r u l i n g on 

my obje c t i o n ? 

MR. TAYLOR: You don't get t o 

Make an o b j e c t i o n . You can object, f o r the record t h a t I 

shouldn't be doing t h i s but you can't stop me from doing i t . 

Q I t says here t h a t you don't have signs 

on your w e l l s ; t h a t your tank i s c o n s i s t e n t l y o v e r f l o w i n g ; 

t h a t s p i l l s have not been cleaned up; t h a t an o l d f l o w i n g 

w e l l has not been capped; t h a t i n j e c t i o n w e l l s were f l o w i n g 

water at the surface; t h a t a s h u t - i n w e l l was f l o w i n g water 

and o i l a t the surface; the w e l l s had been plugged t h a t had 

been abandoned. 

Have you cleared up a l l these problems? 

MR. HALL: I'm going t o renew 

my o b j e c t i o n and also s t a t e t h a t these questions are also 

i r r e l e v a n t and beyond the scope and I request a r u l i n g . 

MR. TAYLOR: Well, I ' l l j u s t 

respond t h a t i f your — Geo Engineering i s attempting to ex­

pand a p r o j e c t t h a t they have and i t ' s a p r o j e c t t h a t ' s 

authorized by us by approving various things t h a t they have 

to get approved before they can undertake t o d r i l l w e l l s or 

various other t h i n g s , t h a t i f they've got outstanding v i o l a ­

t i o n s w i t h us, i t ' s my b e l i e f t h a t they should not be ap­

proved, and i t ' s my b e l i e f t h a t i f t h i s i s an a p p l i c a t i o n to 

expand an e x i s t i n g p r o j e c t where we have s u b s t a n t i a l prob 
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lems, that i t shouldn't be expanded u n t i l the e x i s t i n g prob 

lems are cleared up. 

And we j u s t had problems — I've got 

documents going back over two years of c o n s i s t e n t r u l e v i o ­

l a t i o n s and apparently they s t i l l have not been t o t a l l y 

cleared up. 

We have scheduled or we're going to sche­

dule a hearing to show cause why t h i s whole t h i n g shouldn't 

be shut down, and we were assured by Mr. Law t h a t a l l these 

problems would be cleared up. But here I get a l e t t e r i n 

the mail yesterday t h a t says t h a t they s t i l l are not f i l i n g 

p roductions. 

MR. HALL: Ara you going to put 

on some evidence, Counsel? 

MR. TAYLOR: Sure. I j u s t want 

to know what's going on here. i s t h i s s i t u a t i o n going to be 

cleared up and are you going to operate or are we going to 

have c o n s i s t e n t v i o l a t i o n s of the r u l e s , f a i l u r e s to f i l e 

r e p o r t s , and j u s t kind of wandering around making kind of a 

half-assed e f f o r t t o run t h i s operation out there. 

MR. HALL: Again I'm going t o 

renew my o b j e c t i o n and request a r u l i n g . 

MR. CATANACH: Let's take a 

f i v e minute break. 
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(Thereupon a recess was taken.) 

MR. CATANACH: On the r u l i n g 

t h a t was raised by — the o b j e c t i o n r a i s e d by the 

app l i c a n t ' s a t t o r n e y , we are going t o hear t h i s case today 

and j u s t the issues t h a t i n v o l v e t h i s case and before t h i s 

case, before a decis i o n i s made cn t h i s case, the D i v i s i o n 

i s going to schedule a show cause hearing to address the 

other issues t h a t have been r a i s e d at t h i s hearing. 

MR. HALL: At t h i s time I c a l l 

Mr. James Woods. 

JAMES R. WOODS, 

being c a l l e d as a witness and being duly sworn upon his 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MR. HALL 

Q For the record please s t a t e your name. 

A James R. Woods. 

C And where do you l i v e ? 

A Box 1417, Socorro. 

Q How are you employed? 

A I'm a g e o l o g i s t f o r Geo Engineering, Inc. 

Q Mr. Woods, have you p r e v i o u s l y t e s t i f i e d 
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before the D i v i s i o n and -•-

A No. 

Q — had your c r e d e n t i a l s accepted? 

A No. No, I have a resume i n case they 

want t o see i t . 

C A l l r i g h t . 

MR. HALL: We'll mark these as 

E x h i b i t Six and provide them to the Examiner. 

Q Why don't you b r i e f l y summarize your 

educational background and work experience? 

Again, would you b r i e f l y summarize your 

educational background and work experience? 

A I have studied g e o l o g i c a l engineering a t 

New Mexico I n s t i t u t e of Mining and Technology and f i n i s h e d 

a l l the requirements at the U n i v e r s i t y of Mew Mexico. 

I have worked f o r Superior O i l Company, 

S i n c l a i r O i l Company, and o l d Humble O i l Company. 

0. Okay, i n what c a p a c i t i e s ? 

A As f i e l d g e o l o g i s t . 

Q A l l r i g h t . And how are you employed now 

w i t h Geo Engineering? 

A P r o j e c t g e o l o g i s t i n the Red Mountain 

O i l Pool. 

Q A l l r i g h t . Are you f a m i l i a r w i t h the 

lands and the subject a p p l i c a t i o n s ? 
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A Yes, I am. 

MR. HALL: At t h i s p o i n t we'd 

tender Mr. Woods as a q u a l i f i e d g e o l o g i s t . 

MR. CATANACH: .Mr. Woods i s 

considered q u a l i f i e d . 

Q Mr. Woods, are you f a m i l i a r w i t h the 

geology i n the a p p l i c a t i o n area? 

A Yes, I am. 

Q Are you also f a m i l i a r v/ith the producing 

formation? 

A Yes. 

Q What are the g e o l o g i c a l c h a r a c t e r i s t i c s 

of t h a t formation? 

A The Menefee formation i n the Red Mountain 

Pool and the Chaco Wash Pool i s a f l u v i a l f l o o d deposit t h a t 

was l a i d down w i t h a stream, meandering stream system, and 

o i l sands are being produced from the d i f f e r e n t lenses of 

sands i n the Menefee. 

C Okay. Mr. Woods, do you have an opinion 

as to whether the sands i n the subject area are contiguous 

across the whole property? 

A The sands are — we don't — we haven't 

done enough e x p l o r a t i o n yet to determine the c o n t i n u i t y but 

my f e e l i n g i s t h a t there i s no continuity,, 

Q Then are the sands ge n e r a l l y i n d e f i n e a b l e 
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bou nda r y - v i s e ? 

A They're i n d e f i n e a b l e lenses l a i d down i n 

these channel deposits. 

Q How many lenses or r e s e r v o i r s , i f you 

w i l l , have you i d e n t i f i e d ? 

A Eight., 

Q And what i s the areal extent — 

A I'm not sure a t t h i s time. 

w Okay. What i s the average depth of these 

lenses ? 

A From 12 t o 18 f e e t . 

i i A l l r i g h t . I n your opini o n i s d r i l l i n g 

on 330-acre spacing s u f f i c i e n t t o d r a i n lenses such as 

these? 

A No, i t ' s not. There's no energy. The 

only o i l t h a t ' s produced p r i m a r i l y i s j u s t what's dripped 

i n t o the bore hole. 

Q Okay. I n your opinion would 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 prevent waste by l i f t i n g otherwise unre­

coverable o i l ? 

A Yes. 

0 W i l l g r a n t i n g t h i s a p p l i c a t i o n be i n the 

i n t e r e s t of conservation, the prevention of waste, and the 

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

A I t h i n k so. 
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Q A l l r i g h t , l e t me ask you, as an o f f i c e r 

of Geo Engineering do you understand Geo Engineering to be 

i n compliance w i t h the O i l Commission r e g u l a t i o n s — 

A Yes. 

Q — w i t h respect t o operations? 

A Yes. 

Q A l l r i g h t , no f u r t h e r questions. 

MR. HALL: We'd move the admis­

sion of E x h i b i t Six, the resume. 

MR. CATANACH: E x h i b i t Six w i l l 

be admitted i n t o evidence. 

MR. TAYLOR: I don't have any 

questions. 

MR. CATANACH: Mr. Dehiya, do 

you have any questions f o r the witness regarding the a p p l i ­

cation? 

Mr. Stockton or Mr. Sabo? 

MR. HALL: That concludes our 

case, Mr. Examiner. 

MR. CATANACH: Well, I have no 

f u r t h e r questions of the witness. 

I ' l l s t a t e again t h a t t h i s case 

w i l l — the de c i s i o n on t h i s case w i l l be pending the d e c i ­

sion on the case t h a t the D i v i s i o n i s going to b r i n g f o r t h 

to show cause, so we could leave the record open on i t i n 



1 

2 

a 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

32 

case there's any other testimony that we might need to pre­

sent later on. 

Would you agree to that? 

MR. HALL: I don't believe so. 

We would request that an order be entered i n t h i s case as 

soon as possible. 

MR. CATANACH: Well, as I said, 

an order w i l l not be entered i n t h i s case u n t i l a f t e r the 

decision has been made on the show cause hearing. 

(Hearing concluded.) 
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