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BEFORE THE 
OIL CONSERVATION COMMISSION 

Santa Fe , New Mexico 
January 19, 1956 

I N THE M A T T E R OF: : 

App l i ca t ion of Skel ly O i l Company requesting approval : 
of the proposed Bogle F a r m s Uni t Agreement consis t - : 
ing of 2240 acres of land i n Lea County, New Mex ico . : 
Appl ican t , i n the above - s tyled cause, requests ap- : Case No. 996 
p rova l of a proposed uni t area embracing 2240 acres : 
of land, m o r e or less , i n Lea County, New Mex ico , : 
consis t ing of the f o l l o w i n g descr ibed acreage: : 
Township 11 South, Range 34 East; S/2 Section 9, : 
A l l Section 16, E / 2 Section 17, E / 2 Section 20, A l l : 
Section 21. : 

B E F O R E : 

Honorable John F . S imms, J r . , 
M r . E . S. (Johnny) Walker , 
M r . W i l l i a m B . Macey. 

TRANSCRIPT OF HEARING 

M R . SELINGER: The appearances f o r Skelly O i l Company, G. W. 

M o r r o w and J. W. Se l inger . We have one witness we would l ike to have 

sworn . 

H . H . K A D E R L I 

having f i r s t been duly sworn, t e s t i f i ed as f o l l o w s : 

BY M R . SELINGER: 

Q State your name. 

A H . H . K a d e r l i . 
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Q And you are associated wi th what company? 

A Skel ly O i l Company. 

Q I n what capacity? 

A D i s t r i c t land manager . 

Q M r . K a d e r l i , i s the Southeast New Mexico area which contains the area 

involved i n th is appl ica t ion i n your d i s t r i c t or d ivis ion? 

A I t i s . 

Q Have you, on behalf of Skelly O i l Company c a r r i e d on negotiations w i t h 

respect to the f o r m a t i o n of a uni t area known as Bogle F a r m s Uni t Area? 

A I have. 

Q Is th is area i n Lea County, New Mexico? 

A I t i s . 

(Marked Skel ly 's Exh ib i t s 1 and 2. ) 

M R . SELINGER: We would l ike to o f f e r into evidence what has been 

marked as Skel ly ' s E x h i b i t 1 and Skel ly 1 s E x h i b i t 2 which are the o r i g i n a l 

signed uni t agreement No. 1 and the operat ing agreement i n No. 2 wi th per

mi s s ion to wi thdraw the o r i g i n a l and substitute copies. 

M R . M A C E Y : A l l r i g h t . The exhibi ts w i l l be rece ived . 

Q M r . K a d e r l i , are you f a m i l i a r w i t h the uni t agreement which has been 

marked as Skel ly ' s E x h i b i t 1? A I am. 

Q Attached thereto are three exhibi ts which have been indicated as p a r t of 

E x h i b i t 1 as E x h i b i t A , B and C. You note those three Exhib i t s? 

A Yes, s i r . 

Q D i d you have those exhibi ts made i n your o f f ice under your supervision's 
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A That i s c o r r e c t . 

Q And are you f a m i l i a r w i th them? A Yes, s i r , that is c o r r e c t . 

Q Now, E x h i b i t A of the un i t agreement which i s Exh ib i t 1 i n this case 

indicates the uni t area, does i t not? A That is c o r r e c t . 

Q Are a l l the lands inside the uni t area owned by one r o y a l t y owner? 

A That i s c o r r e c t . 

Q Who is that r o y a l t y owner? A State of New Mex ico . 

Q And how many work ing in te res t par t ies or operators are involved, i n the 

uni t area? A Two. 

Q Name th©se two? 

A Skelly O i l Company and the Superior O i l Company. 

Q Have both of those operators signed the uni t agreement as Exh ib i t 1? 

A They have, s i r . 

Q Attached to the uni t agreement which i s m a r k e d Exh ib i t 1, i n this case 

and is indicated as E x h i b i t B to the uni t agreement is a schedule of the per 

centage and ownership of o i l and gas leases i n a l l lands, is that co r r ec t ? 

A That i s c o r r e c t . 

Q Does that give the descr ip t ion and the number of acres i n a l l of the 

leases w i t h i n the uni t area? A That i s c o r r e c t . 

Q And attached to the uni t operating agreement i s an E x h i b i t marked C 

which i s a s t ruc ture map based on seismic in te rp re ta t ions , is that co r rec t? 

A That i s c o r r e c t . 

Q I n your opinion would the uni t area reasonably contain a l l of the p r o 

ductive por t ions as f a r as you know at the present t ime? 
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A Yes, s i r . 

Q R e f e r r i n g to Exh ib i t 2 which i s the operat ing agreement, are you famil i< 

w i t h those operat ing agreements and Exhib i t s attached there to? 

A Yes, they were prepared under m y d i r e c t i o n . 

Q A r e they usual and n o r m a l i n the t r ad i t i ona l o i l f i e l d operat ion of p a r t -

ne r ship ope ra t ions ? 

A Yes, s i r , a lmos t un ive r sa ly used. 

Q Now, w i t h respect to E x h i b i t 1, p a r t i c u l a r l y ca l l ing your at tention to A 

attached thereto, does i t indicate where the proposed locat ion of the f i r s t w e l 

w i th in the uni t is to be d r i l l e d ? A I t does. 

Q Would you give that approximate location? 

A I n the approximate center of the Southwest quar ter of the Southwest 

quar ter of Section 16, Township 11 South, Range 34 East of the N M P M Lea 

County, New Mex ico . 

Q I n o rder f o r the r e c o r d to be f u l l y comprehensive, w i l l you indicate by 

desc r ip t ion the uni t area? 

A Yes, the uni t area i s compr i sed of the f o l l o w i n g acreage. A s stated a l l 

i n Township 11 South, Range 34 East of the N M P M Lea County, New Mexico , 

South half Section 9, a l l Section 16, East half Section 17, East half Section 

20, a l l of Section 21. 

Q Now, are a l l of the lands i n the leases included w i t h the uni t area? Do 

you understand the question? 

A Yes, I understand the question. As to fou r of the leases, yes, as to 

two of the leases, no. 

.r 
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Q And as to those two leases, are any por t ions outside the uni t area? 

A Yes. 

Q A r e they immed ia t e ly adjacent and adjo in ing the uni t area? 

A They a re . 

Q Do they involve the same ownerships both as to work ing in te res t and 

r o y a l t y in te res t as the other leases w i t h i n the uni t area? 

A They do. 

Q A r e these t rac t s immed ia t e ly adjacent and adjoining the uni t area? 

A They a re . 

Q And f r o m a r a t i o or comparat ive standpoint, are they r e l a t i v e l y smal l 

i n acreage as compared to the uni t area i t s e l f ? 

A They a re . 

Q A r e they i n the p r o p o r t i o n of f i v e to one or thereabouts? 

A A p p r o x i m a t e l y thereabouts, yes. 

Q In your opinion, M r . K a d e r l i , would the approval of such agreement 

tend to promote the conservat ion of o i l and gas and the better u t i l i z a t i o n of 

r e s e r v o i r energy i n th is area? A I t would. 

Q Would, under the operations proposed, the state receive i t s f a i r share 

of the recoverable o i l or gas i n place under i t s land i n the uni t area? 

A I t would . 

Q Would the agreement be i n other respects to the best in teres ts of the 

state ? 

A I n a l l other respects and i n every respect , i t would be to the best i n 

te res t of the state. 
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Q And , f i n a l l y , would the agreement provide f o r an a l locat ion of p r o 

duct ion and the sharing of proceeds f r o m a p a r t of the area covered by the 

agreement on an acreage basis be a reasonable and f a i r method of al locat ion? 

A Yes, i t would . 

Q I f the O i l Conservat ion Commiss ion should approve the uni t f r o m a 

conservat ion standpoint, would you recommend that the approval of the Con

servat ion Commiss ion Order become ef fec t ive upon the approval of the State 

Land Commiss ion or Commiss ioner of Publ ic Lands? 

A I would . 

Q And such approval would be a condi t ion precedent f o r the approval of 

the uni t by the O i l Conservat ion Commiss ion and any changes made by the 

Commiss ioner would be acceptable to the applicant? 

A That is c o r r e c t . 

M R . SELINGER: We would l ike to o f f e r into evidence Skel ly ' s E x 

h i b i t 1 and 2. That i s a l l we have at this t i m e . 

M R . M A C E Y : A r e there any objections? I f not, they w i l l be r e 

ceived i n evidence. 

A n y questions of the witness? 

M R . N U T T E R : I have one question. 

CROSS EXAMINATION 

BY MR. NUTTER: 

Q You do not f e e l that the boundaries as set f o r t h f o r this uni t are unduly 

large to contain the s t ruc ture that thd seismic crews have picked up? 

A We do not. Our records were ve ry good and the theory we applied whic 
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was r e f l e x shooting j u s t i f i e s us i n that stand that i t is not too la rge . 

Q One other th ing . Would Skelly O i l Company be w i l l i n g to f i l e a state

ment of progress that i s being made i n this un i t at reasonable in te rva l s of 

t i m e , say every s ix months? 

M R . SELINGER: The witness may not be able to answer, but on be

half of the Skel ly O i l Company we would be agreeable. 

M R . N U T T E R : That i s a l l . 

M R . M A C E Y : Anyone have any questions of the witness? 

BY M R . M A C E Y : 

Q A r e you f a m i l i a r w i t h the land o f f i ce requi rement on segregation clause. 

A I am f a m i l i a r w i t h the land Of f i ces regulat ions i n a general way. I t has 

been m y understanding that the Commiss ioner i n the land Of f i ce approval i s 

based on examinat ion and study of each ind iv idua l case, perhaps. 

Q I am not sure, I haven't had a chance to read the uni t , but I can ' t f i n d 

the segregation clause i n the uni t and I suggest that you discuss i t w i t h some 

land o f f i c e r personnel to be sure you are r i g h t before you go any f u r t h e r . 

A Be happy to . 

M R . SELINGER: We have so been doing, i f the Commiss ion please. 

Our pos i t ion i n ca l l ing f o r th is hear ing at th is t ime is one of t i m e l y importanci 

secondly, i t i s f e l t that the mat te r i s being presented to this board f r o m a 

conservat ion standpoint and i s solely a conservat ion order and the order by 

i t s own t e r m s indicates i n the last paragraph of p r a c t i c a l l y every order that 

this Conservat ion Commiss ion issues f o r un i t establishment that the order 

becomes ef fec t ive only upon the approval of the Commiss ioner of Publ ic Land , 
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and we have some indica t ion i n our records that whatever change the C o m 

m i s s i o n makes, i t w i l l be sa t i s fac tory to the applicant . 

M R . B U R K H E A D : B . W. Burkhead f o r the Superior O i l Company. I 

jus t want to state our pos i t ion at the Superior O i l Company i h a t we j o i n i n the 

appl icat ion f o r the approval of this un i t w i t h th is exception, that we neither ur 

nor oppose a segregation clause. The uni t agreement does not contain one. 

The language that you are looking f o r i s on page eight of the uni t agreement 

and as I read i t , i t does not provide f o r sa t i s fac to ry segregation. Superior 

is w i l l i n g to accept a ce r t i f i c a t e p rov ing the un i t as prepared or to accept a 

c e r t i f i c a t e p rov ing i t on condit ion that a segregation clause, the usual segrega 

t ion clause be included. 

M R . M A C E Y : M r . Walker says okay. Anyone else have any statement 

or question of the witness? I am not sure I received your exhibi ts . I f noth

ing f u t t h e r , the witness may be excused. We w i l l take the case under ad

visement . 

C E R T I F I C A T E 

STATE OF NEW M E X I C O , ) 
: SS 

COUNTY OF B E R N A L I L L O . ) 

I , A D A D E A R N L E Y , Cour t Repor te r , do hereby c e r t i f y that the f o r e 

going and attached t r a n s c r i p t of proceedings before the O i l Conservat ion Com 

m i s s i o n f o r the State of New Mex ico , is a t rue and c o r r e c t r eco rd to the best 

of m y knowledge, s k i l l and a b i l i t y . 

WITNESS M Y H A N D , th i s , the ^ ^ ^ " " d a y of January, A . D . , 1956. 

ie 
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