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BFORT TIE OIL CONSNRVATION COEZ!XISSION
. : &F TH STATE W Wi FEXICO

COIN T AT i oF ™R ECARING CALLYD BY
- T OIL GONSLRVATION COIHISSION OF THE °
STAT™R OF N7 12:XI00 FOR Til- PURPOSE m . ‘
CO:{SILTRINGs CASP WOe 49
. OND"R NOe 562 °
THF APPLIC\’,‘IO\' OF LOCO ¥ILLS PRISSURE ‘ L
LA INTETANCS ASSOCIATTCH, ING., FOR AN ORDTR o
cov RIFG THS LOCO EILLS FIMLD, EDDY COUNTY, ’
CWEICK IS TO Il"CIlJTF: 1. BASIC ALLG'ABLE; 24 '

GAS-OIL “ATIOSS 3o, PRUSSU'R HMAIHT' NANCE PLAN'
RACTNG P2OVISIGES FOR TN~PUT L,

O3DER 'O THE COIG{ISSION

BY T COSIISSION:

' This ‘ddusé came on for hem'inb at ten o’clock A.L., Febmary 10, 1944, at Santa
Fe, New ilexico, before the Cil Conscrvatlon Comnission of New Ma:d.oo, hereinafter
rofex-red to. as t‘ze “Comissmn" y .

WT, on this 24th day of Harch, 1944, ‘the Cominision- having before it for
consideration the ..estimny adduced at the hearing of S"‘ld case *and being fally
-8 uvised‘ 'in tho premises; \

IT IS TEJ-_J.‘O?E 0.:DERED$ ' o
. That tlne order hcrezn shall be lnown as the: o

*MLOGO YILLS ‘RI‘S“U'L FAINTENANCE rLAN OR'DJR"

., SFCTION'L. (a) The . projsct herein shall be kiown o8 the Loco: Eills Pressure
}.alnwnance Flon and shall herelne-"‘ber be rcferred.to as the’ Project.
(b) - The Loco Hills Pressure Maintenance Assoc:.ation, Inc. ’ shall hereinafter
- ve rt}ferxed to as the Ascociations .~
" SBCTION 2. That the Pr ojcot area shell ber
e Tmnshm 1‘7 South, Renge 29 Tast: S,;SH of Séction 32, S3SE of Sécﬁ’dn
‘35, ond S 3 .of Sactlon 36e Toms‘np 17 South, Ronge 30 Eas’c, m,—NEA,
SINY dnd S of Seetion 31 and H end THEL of Seotion 32. Township 18
South §a11 29 Basty A11° oi‘ Sections 1,2,3,4,5 and f‘—- ‘of Section 6,
AL of Sectiens 8{9,10,11 NENE, Sined, 37, of Section 12, MNE of
féetion 14, ‘NotwEs:, ng—}m., of - Section ™15, M5 of Section_ 161 ond the  °
M5 of Seeticn 17 Toomship 18 South, ‘Renge 30 Easty BEWIY of Seéction. 5,
A11 of Section 6, and H ‘of Scction Te

SHCTION 3.
arc as fTolleiiss
Premicer Pets Corpe

Aston & Foir

(a) Thot the i_np{xt wells now in use ond hereby authorized

Beeson Fw7 MM 31w17-30
Scheurich Ste 4 HESY Z22-17=30

Fr onklin Pets Corpe Conpedge 4 CNINE  5~18=30
P:enklin Pote Corp. . Yotes 6 © SENE 6«18=20
Yates, ¢t al . Yotes 1 NiS! 6«12«30
Franklin Pote Corpe Ballavrd B=l NN 1-18.20
Sollee & Yates State 4 NNE 2~18«29
Continontal O0il Co, State =2 SSE  2-18-29
Continentol 0il Coe Travis 1 SESE* 3~18=29
Se Pe Yatos Brainard 3. NS 3=18=-29
Senders Brose Guy F=1 NT 9=18=29
Scnders Bross '81ler 1- IENE  5=18w29
cmTox - Yates 3 NiSE 5=18=29
Gordon Come .. Lengford 1. NIST  9~18=29
Stroup & Yutes Travis 4 W 17-18429
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{b) Thet the usc of any of aid input wells may be discarded vﬁ:h consent of
the Comnission, and, with the approval of the rédspective well ownors, the Assoclation, R
through its seoretary or other authorized agenty may scloot other inprut wells within
the Projcct arca by application to the Commission for its consideraticn of npproval
administratively without further notice and formal hoering thereupons

(¢) That any gas weoll within tho Project with the consént of the oimor moy bo
usod for cyoling in the projoct uped syplicatien by the Association) through its
seoretary or other authorized agent, to the Commission for its consideratim of

approvol o dministratively without further notice and formal hearivg theneupom

SECTION 4¢ That tho top unit allouablé rate:of withdrawal of crude oil per doy
proration wnit, including beck alloiables within the Projcot arcn, shall be not less
than 20 barrels for over 40 barrolse’ e Association, thrsugh its. seoretary or other
authorizcd agont, not later than the és%h day of the month, shall make applicution
to thc Commissiom for its approval for thé maximm pate of withdrawel within' the
limits namod for the onsuing proration monthe Such opplication shall be considered
omd acted wion by the Conmission admingstratively without further motice and
formal hcuri.ng theroupone
. SECTION 5S¢ (a) That the limiting gos=oil ratio in cubic foet per barrel for
~ %oco Hills Ficld shill be 20004
7 T(b)  That tac systém of ges-oll ratie control shall bo of Folumetrio” contrcl
vncrc‘by the ourrent oil cllewable for a proratiom unit under oy abpiic'\ble prbmtion
order is adjusted by recson of excceding said limiting ratio in accordnnce with the
followinr formloe

(s) Any prorotion wnit with'a brs-ozl ratio in axBess of said lim:lting ratio
shall be peimitted to produce daily that total volume of oil which, when multiplied
by tho goseoil ratie .of thot unit, will rosult in a totdl gos volume thit does not
exceed the ourront top wnit allowcble times said lmiting gas-oil ratioe

(@)} A mayginal wmit, cven though it be o gas well, shall be permit'hed to
producc the some to’cal wolume of -gax which it xvould -be pcrmitted to produce if it
worc o nonemorginal unite

(¢) The vroductlon of gas from ¢ias \'cll for ‘oycling asprmridcd in 3 (c) above
exoepted f‘rom th1s sootion,

SRCTIOH 6 That the following orders are horeby roponleds 359, 540, 484 ond
order 250 incofar as said latbter order is in ¢onflict with the order hercing

SICTION 7e Thot this order sholl beedme offective on the first day of the
proration month noxt succccd;m" tho maith in rrhich said order is adop’ced.

.’ )0 1 AT SAWTA FE N'S"a IC ICO, on the aay and ycar hcrclnabovo dcs1gm.tcd.
| Lo ~ OIL CONSERVATION COMITSSTON
(SGD) John J. Dcmpscy, Chairman

(5740) I " (scj)) John 3, ¥Xclly, S crot‘nry

BYIORE TFS CIL CONSERVATION COiRISSION
OF TH STLTE OF W7 ¥1IC0.

I THY TATT ’P OF-TI 1 fl ‘rfs CALL D BY : '
TEE L r*o,zQ' ': J*I,pn w TISSTON OF TI
STATE OF H - Jxlro F0n T PURPOSE OF
CO"SID"“ING: . CLSE NOe 46
' ORDER NOs 563
THE APPLICAT 101; OF TIY‘ GUTF. OIL cmrozwxon )
TO COF¥ECT TO PIPS LIiE AMND RUN CONDELTCATE
FRO: TS WRST GRINIS M0s 4 LOCATED I THB
NORTHEAST CURRTER OF THE NORTHEAST UARTER .
¢ THE NOUTHWGST UARTER OF SICTION 32, TOTHSHIP -
18 SOUTH, RLNG. 38 RAST, HOBRS POOL, ' ’
N K100,

-

»

QDR op T}{;CQHSISSION ..

RY TH! COTTTISSTION:
This ¢ouse come on for hucring at ton oltelock ;‘uI{., Aug us 5, 1243, at
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Santa ¥e, New Mexico, before the 041 Conservation Commission of Mew ifxdoo,
horeinaftr referrcd to as the "Commission"e

0", on this 24th <oy of lMarch, 1944, the Commission having before it for
consideration thre testimony adduccd at the hearing of scid caso and being fully
adviscd in thc preniscs, the Commission findss

| FINDINGS
le That the Bycrs Pool in the gencral structuro of the Hobbs Field, is a
reservolr sontaining om importont common accumulation of naturel gas, is completely
saparatod from any zone nai “producing in the Thite Crystallmo Limc below, thersby
constituting the Byers Pool, a sepe.ratc pool withMn the meaning of the basio 011
¢ons:rvation fiot as amendeds

* That the Gulf 01 Corporaticn<fest Grimes Nos 4, in the MENA Section 32,

. ;{‘188538F has been completed as a gas well so as$ to produce from the Byers Poole

" Said well is nroducing large quantities of gas, being beneficially utilized for
fuel purposess With such gos production is produced at the surface of a substontiel
quantity of water=white liquid hydrocarbons of high gravity and of a highly volatile
natures Said well is produced primarily for gas, the production of said hquid
hydrocarbons is- 1nc1dem,al to such gas productione

36 On the same 40=acie tract is Gulf 0il Lorporation-q(est Grimes ¥ell Noe 7,
producing from a reservoir, pi edomim.tely 0il, in the ¥hite Crystdlline Lime
below the Byers Pool shoun on the proro:cion schedule as Unit ¢ and as a non-marginal
unit or odueing the full” 1lowable of crude petroleum 0il under apphcable
proration orderss

T IS8 Wm?o'm' "ORDERED:

Ae That the pool in the 3500 to 3800 ft. dépth zone shall be des1gnuted as
the Byers Pool in the Hobbs Field,.

. Be- That Gulf=-0il Corporation<ifest Grimes Well MNoe 4 shall be permitted %o
produce and market soid water-white liquid hydrocarbons in whatever amount produced
in the mamner sct out in 2 above, notwithstanding sny proration order or gas-oil
" ratie .orderj provided that the gas thus produced does not exéeed in volums 25% of
its onen flow potential end is utilized comrercially for heat, power or lease usee

Ce That Gulf 0il Corporation~iest Grimes iiell Noe 7 and the prordtion of its
production to its corresponding Unit C, as set out in 3 above, are umffected by
this ordere

That this order shall become effective on the first day of the proration month’
next succcdding the month in which said order is adopteds The production snd
merketing of said wator-white liquid hydrocarbons from said {ell Nos 4 theretofore
are I‘ﬂtifl"d and confirmed, Reservation is made herein for a fiml order on
condensate and/or distillate production upon further hearing as provided by lawe

Done at Santa Fe, Now lexico, on the day and yoor hereinabove deslgnatede
OIL CONUSERVATION COTIISS™ O
(scp)  John J. Dempsey, Chairman

(sAL) (se») John M, Kelly, Seorctary
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That the two gas wells referred to in tho amended pot:xtlon if permitted
to produoe, would produce natural gas from an oilebearing fcrmation, and the pro-

~dudtion of gas from such wells will therefors result in a deorease of reservoir

energys. It is essential to the success of the proposod cmservatimm plan that no
wells capable of producing gas only should be permitted to produce such gas if
such production would come i‘rom an oil-bearing formation. On account of the fct
that the said wells wore drilled prior to the formulation of the proposed plan, the
ovners of said vells should be pormitted to receive as campensation for closing in
such wolls an alloweble in oil cqual to one hundréd per cent (100%) of the top
allowable prevai.ling in the fiold and the owmers of eoch of such wells should be
pormitted to produce such allowable from any oil wells located on ovmor's ledse,
which produce oil from the sams horizon,

IT IS TUEREFORE ORDERED:

1. - That the Loco Hills oil and gas field, Eddy County, New Mexico, is heroby
re-defined as consisting of and inoluding the following described tracts of land:

Tmmship 17 South, Range 29 East: S363F of Section 32, $36% of Seotion 35,
and S35 of Section 36y

Tor.-mship 17 South, Range 30 East: NENEL, SA¥}, and S of Section 31, ond
f.; and ¥ gug of* Sec'blon 324

Tomship 18 South, Range 29° East- All of Sectxons 1 253, 4, 5 and E:’* of
Sectxon 6, all of Sectlons 8; 9, 10, 11, N,ﬂ,,, SnNE" SE-]‘ of Sectlon 12,

‘F'N“g of Sectlon 14, N‘;i\E- 1%,3‘}12‘:4 of Sectzon 15, Ng of Sectimm 16, and the N3
of Section 17.

Townshlp 18 South, Renge 30 East: 1}%}?{% of Section 5, all of Section 6, and
s"F- of Section 7. - )

Any previous order of the Commission defining the said field as including
other trasts of land or not including some of the above trdacts of land is hereby
modified accordmoly. That portion of the area heretofore designated as the lLoco

"Kills Area mot moluaed in the area hereinabove dascmbed is hereby dgsignated as
Mthe Leoc Aren . :

2. That the proposed plan for conserving the reservoir energy in the said
field as set forth in the amended petition is hereby approved in its general
aspects, Such plan shall hereafbver be known as the Loco Hills Pre .ure Maintenance
Plan,

3., That in the operation of the scid Loco Hills Pressure Kaintenance Plan
produveing oil wells way be used for the purpose of returning wmste gas to the
oil=bearing formations, and the allowable smount of oil which any well so used
fails to produce during the period of such use may be produced by the owner of
the input well fron other wells located on owvner's lease, and as long after the
cessation of its use as the capacity of such well to produce oil has been impaired
by its use as an inpubt well, If the ovner of such input well is the ovner of more
then one other producing oil well on his lease, the Commission may reguire,
without further notice or hearing, that such lost allowable be apportioned on an
equitable basis among owmer's other wells on his lease. No well shall be used as
an input well without the consent of the cwnsr,

4+ That during such period of time 55 oitner oo or both of the two gas vwells

referred to in Paragraph 11 of the amended petition aro not permitted to produce

natursl gas, the owner or owmers of such well or wells shall bo permittdd to produce
from o0il wells ovned by them on the same lease an allovabls in oii equal to one
hundred per cent (100%) of the top nllowmble prevailing in the field, provided

P
-,
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that such allowable of oil be produced from the same horizon from which the
natural gas from the olosed well or wells would be produceds

In the oase of the well owed by R.\‘f. Fair, et al., looated on the SEISEE
of Seotion 10, Te 18 Ss, Re 29 Eo, NM. P.M., the oil allowable shall be apporticned
on an equitable basis amang the other wells ovmed by the owners of the sald gas
well, which are located (1 the E} of said Seotlon''10,

. In the case of the other gas well ovnod by Baassett and Birmey, located on th?r;

NWitSE— of Section 11, in said Township and Range, the oil allowable of such well °
shall be apportioned on an equitable basis among all of the other wells in the
field belonging to said owners Whioh are looated on State Land,

‘5, That for the purpose of teking wi'ler further advisoment, the Commission
reserves herein for a supplomental order tho matters in this peti‘bion insofer as

they relate to the reallocation of back allowable oil in the field, whioh is presen:

presented by Paragraph ¢ of the amended petitione
OIL CONSERVATION COMMISSION
Sgde John E, Miles, Governor
" ~ H.Re Rodgers, land Cammissioner

" A. Andreas, State Geologist
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olL CONSER\/ATION COMMISSIN
b SANTA FE. NEW MEXICO '

March 28, 1944

Mr. Vilas P. Sheldon
Looo Hills Pressure ‘
Maintenance Assosiation, Inc.

' M, New NHexieco

"Re: Case No. 49 = Order.No. 562 = Loco Hills Pressure
Maintenance Plan Order.

Dear Mr. Sheldon:

Form C~102, in qnadruplicata, Notice of Intention to Use Well as
Input Well, with regard to Fair, ¥.K.&F. - Braimard Ko. 5, SRME 10-18-
2, uharerd.th snclosed with the suggestiom that thisz form be £i}ied
out pursuant to the writer's letter of Mareh 25, bearing in mind that
mmmmmwmmmmmmmnm, Ince,

should sign said notics.

Also epclosed is (=102, in quadruplicate; Notice of Intention to
Cease Producing Allowabls from other wells on lease, Bassstt & Birmsy,
State No. 6, NUSE 11~18-29. This ia ons of the gas walls that was shut-in

vmmmmﬂﬂhmﬂrk.Bﬂ.mmthtWrmna

sllowable elsemhsre. Under the new order lice 562 ne =llemmble is taken .
said well. That is a matier ; )

s3e ‘E ﬁ
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“~0IL CONSERVATION COMMISS!

SANTA FE. NEW MEXICO




NEW M. "CO OlL CONSERVATION COMM. [0
Saata Fe, New Mexico

MISCELLANEOUS NOTICES

Submnit this notice in tnphcahe to the Oil Conservation Com on or its proper agent before the work specified is to
begin. A copy will be returned o, the sender on which will be given the approval, with any modifications.considered
advisable, or the rejection by the Commission or agent, of the plan submitted. The plan as approved should be follow-
ed and work ‘ahould not begin until approval is obtained. See additiona! instructions in the Rules and Regulations of

Form C-102 ~ ,(i/L \,\\/}“{ h\/'«’ (#

the Cominission.
Indicate nature of motice by chocking Iuhv:
" NOTICE OF EI\"I‘ENTION TO TEST CASING NOTICE OF INTENTION T0' SHOOT O'R
SHUT-OFF /CHEMICALLY TREAT WELL
P z ; NOTICE OF INTENTION TQ PULL OR
NOTICE OF INTENTION TO CHANGE PLANS OTHERWISE ALTER CASING
NOTICE OF INTENTION TO REPAIR WELL NOTICE OF INTENT{ON TO PLUG WELL
R L OTICE OF T IRTARTION TO US™ WL 0 [IFJT wTLL
NOTICE OF INTENTION TO DEEPEN WELL JEOR LOCC HTILS PRESSURD MALHTTHANCH] PROJECT
Artesia, lew Ilexico April 1, 1944
- Place Date

OIL CONSERVATION COMMISSION,
Santa Fe, New Mexico.

Gentlemen
Followmg is & niotice of intention to do certain work as deocnbed below at the .
Dixon & Yates _Saunders Well No, _AC in ST
Company or Operator . Lease
of Sec.. 12 . , T 18, » R 29 s N MM, . Loeco Hille —_Field,
: County. ’

FULL DETAILS OF PROPOSED PLAN OF WORK
FOLLOW INSTRUCTIONS IN THE RULES AND REGULATIONS OF THE COMMISSION

The wndersigned operator or owmer requests permission that the above describad well be
>ermitted to be used as a cas in-put well bv Loco Hills Pressure Maintenance Association,
Inc., as a gas in~-put well under the provisions of Order lo. 562, and fully understends
that said well shall have no allowz¥ e of any kind during such use and that

compensation for allewable lost during such use is a ma qt*‘r of private agresment

Deiween Lo':o I—iills Frassurs Zfain'benance Association and this onarator,

e

The undersignod Loco I 1ills Pressuars (aintenance Association, Inc., joins in the
ahove reguest. ‘ :

Dixon & Yates
Approved ... ... , 10 . .
except as follows: ' Company or Qperator
By
- Position
s : Send communications tegarding well to
OIL CONSERVATIEN COMMISSION, Name . e
By . : Address . S U
Toon U1k Pryossurn :,._Lul Larannn Assne., Ine.
Title .. . = N
S




o
13 kg
The undersigned operator, requests permission that the above-
4 ~ described well be rermitted to be used as a gas in-put well

’nn&nxxthxpxnxxxxsuxxnfx@x&apxxﬁxxﬁﬁﬁx by toco Hills Pressure
Halntenance Association, Ipc as a gas in-put well under the
provisions of Order No. 562, and fully understands that said
well shall have no allowable of any kind during such.use and
that compensation for allowable lost during such use is-a matter
of private agreement betwaen Loco Hills Pressure Maintenance
-ASuoclatiOD d this operator.

Loco Hills Pressure Maintenance Association, Tpe. joins in
th's above request.
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¥ L CONSERVATION COMMISSION—
SANTA FE. NEW MEXICO

Mk 25, 1944

Uy

.

M Camw 48, OwleT Ho. 562 -~ "Looo Hills Pressure
© HAetentuee Pl Ovder.”

soted 1n the osphien.

Very truly yours,

John M. Kelly
. Director

By
Chdef Clerk & Legal Aiviser

CHLsIB
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% CONSERVATION COMMISSION- -
SANTA FE. NEW MEXICO '

MZS. 1044

Chief Clerk & Legal Adviser
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SANTA FE. NEW MEXICO
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traly yours,

Aty W

¢

oy
L4

Jahn M. Eelly
Director.

JHKs1S
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il CONSERVATION COMMISSION

'SANTAFE. NEW MEXICO

. Pabruary 17, 1944

Mre Co Ao Sohgurich

Clovis, Hew Mexiso

r Mr, wwt

ot 2

mmmm
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hearing for your idems no doubt would have bson benaficial to the

Mr. Kelly will answer you more fully upon his return.

Very truly yours,
Jam M. Xelly
Chief Clerk & Legal Adviser.

Dirsetor
By

COBLsMS
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- CutRy County ABSTRACT AWe Tivu Co. -

ESTABLISHED 1907

The Schemrich Ajency

- INSURANCE
ABSTRACTS AND LOANS
REAL ESTATE

CLOVIS, NEW MEXICO

Feb.,15,1944,

Hon.,7ohn Kelley,
State Geologist,
Santa Fe, N.be.,

- Dear Mr, Kelley;

I learned yesterday in Roswell,fiom Mr. Aston,
that decission on Input well Sec-32 T17S R30 has again been
postponed to Macrh 1st. Ewen tho' the decisaion 1ls given in
our favor,we will have to await several months before we
‘would compensated for the 1038 we are taking in helping the
rest of well owners make a profit, ‘

' Is there not- some way for the Board to reach a conclu=

sion shortly in this case?

R .uli&g ndfi' laﬂ"e > -aud sannot write to ynu Lrom my
legal knawledge,but can from a justitiable angle, We have
lost considerable revenue by our well being niade fn input
well, and it seems to me that some equitable conclusion
‘could be resched shortly to compensate us for what we have

been 1oosing.

I love my neighbors,but do not want to be punsshed to
get them big prlnits at lur expense,

Senator Hatch will not be here until next month, and
cannot walt that long to try snd get some action taken in
this matter. Please advise Just how matter stsnds and when
do you suppose we will get decission,

Yours very truly,

C,A.Schidgurich.

=
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TRLIPHONK - ‘ . p. O. Box 126
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C. J. DEXTER u I&KX)Iﬁﬂhi | : Qﬁ;hYAﬂ?L‘

mERT ASTON Pressure Maintenance Association, Inc. _ =y SO
A B. OWEN
) . . M. MURRAY, Sh.
%-m ARTESIA' m mco D:A:Tlﬂ YATES. JR.

February 26, 1944

. Mr. Carl Livingston .
A 011 Coneervation Commlgsion
Santa Fe, New Mexico

Dear Carl:

' As requested 1n your telephone‘conversation of
this date, 1 am furnishing you & list qf;;nput‘wells now belng
used in the Loco Hills Field. I believ~ 1t will be some N
agsistance to you 1f you will refer to the exhibit filed with
you at the time of the hearing. The exhiblit was a map showlng
‘gas-oll ratlos and the input wells verg=dcélgnated by a red

b “ “ AT ~ eircle.

oo i T

It I can be of any further asslistance, please

advise.

Yours veryftrﬁly,

e N

¥ilss P. Sheldon; Englneer

ke T . T PP

VPS:1

Ati'd
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- RS — ' List of Input Wells
: K i o Loco Hille Field
. Premier Pet. Gorp. Beeson F-7 g'gNE 31-17-30
- - _Aston & Fair 8cheurich State 4 8 32-17-30
. Franklin Pet. Corp. Coppedge 4 ' NV NE 5-18-80
Franklin Pet. Corp. Yates 6 SW NE 6-18-30 .
Yates, et al. ‘ Yates 1 RW 8W 6-18-30
Fraaklin'Pet. Corp. Ballard B-1 NW NE 1-18-29 | |
- Ballee & Yates State 4 N NE 2-18<29 B I
~ Gontinental 0il Co. State M-2 SE 8E 2-18-29 A
Gontinsntal 011 Co. Travis 1 SE SE 3-18-29 T
8. P. Yates Braingrd 3 NE SW 3-18-29 - :
ﬁamlu's Bros. Guy P-1 KE NE 9218289 ‘
Banders Bros. Miller 1 NE NE 5-18-29 o
Me=Tex . : Yates 3 NW S8E 5-18-29 :
"Gordon Cone Langford 1 NW SW 09-18-29 ' 4
Stroup & Yates Travis 4 NE NW 1%-18-29 _ ¢
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EL PASO, TEXAS

1900-1932 TEXAS STREET
PHONE MAIN 484
P. 0. DRAWER 562

»q‘*\‘ e

- E M m o LOS ANGELES, CALIF.
~ W 3 4700 SAK FERNANDO ROAD, WEST
o “® ‘@ o PHONE CHAPMAN 53141
P.0O. BOX 350, GLENDALE, CALIF.

GENERAL CONTRACTOR

J. F. HILL, Mauser CONSTRUCTION ENGINEER LAMAR WILSON, Maacer

D. R. PONOER, Asst. Mauger . CHESTER C. WRIGHT, ConsT. EmGeezn
J.P. GREEL. Creer Esrauron CABLE ADORESS ALL OFFICES “REMCON™ ’ T.C. DAEUBLE, OFRcE AVorToR

J. R, BRENNAND, CoNST, EMGMEER Lo R. 5. HARDIE, Gest. SUPT.. HONOLULY QFRCE
E. L. TROWELL, Crier ACCOUNTANT EL PASO, TEXAS . O. L. WYLIE, Cons?. ENaR., HONOLILS ORCE

A0 168 Artesia, New ldexico
- February 9th, 1944

‘John M. Kelly, Director

New Mexico 0il Conservation Gommission
Santa Fe, New iHexico
Dear Mr. Kellys

Thank you very much for advising us pf the hééring to bé held
in Santa. Fe, tomorrow morning, the 10th, relative to the future L
pro-ration orders covering the Loco Hille Field.

-I would have liked very much to attend buit after discussing the

Tt L‘(,’ w7
(\C // -9 -\

uatter with Mr. Sheldon, of the Loco Hills Repressuring Associat-
ion, and with you by telephone, and due to the fact that I am
pretty well tied up at this time with the drilling operations in
the Turkey Track Area, I feel that it is advisable for we to re-
main here. ‘

Also, as the hearing tomorrow will not preclude any action on
futurc petitions that might be filed in our behalf, we believe it
is advisable to note the developments for the next month or two,

in this area, that is as far as our interests are concérned, before
making any decisions bearing on this subject.

Very truly yours

/
Ghtlk ttilton G. Losee

s g et e




% "NL CONSERVATION COMMISSIO*
SANTA FE. NEW MEXICO '

Jamxary 25, 1944 |

~ X
States Semstor
Offioe Building
Mn.c.

".fkt Caacllo.49

Hi

??

Dear ’Senator Hatch:

" Rnclosed pleass find copy of Hélice af Hearing in the
above ceptioned case, which relates 0 a new Loco Hills
Order. At a previous hearing you cbtained an emgeptiom
to that order as to an in-put well. For information re-
garding tho conterplated plan it is suggested that you
cmmcttbmmmwmmum

Imhmww:wmt
illngss, We all wish ﬁatb;nmmubava..dcaspeedy
and complete recovery.

' With lindest personal regards, I em

Cordially yours,

John M. Kelly
Director

By
Chief Clerk & Legal Adviser.

CHL3MS
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KGI, on this ,? ’71 gaj of M s 1944, the Conmission. having before it
for cons.n.deratlon the testimony adduced at the hearing of said case and being
fully advised in the premises; ‘

It IS .LH“--AJA i OI\D.JR }

Thaw':, the oxder hercin shall be known as the:

"LOCO UILLS PRESSURE MATNTEWANCE PLAI{ ORDER" -

ZCTI0N 2. (&) The project herein snall Dz knowm as the Loco Hills
Pressure !zintenance Plan and shall hereinafter be referred to as the Project.

(b) The Loco ills Pressure Maintenance Association, Ine., shall
hereinafier be referred %o as the Asscciaticn.

SECTIC 2. That the Project area shall be:

Tovins vip 17 Son tﬁ, Range 29

o;oﬁq of Section 35, and 8%

Townsbip 17 South, nang@ 30 g

55 of Section 31 and and . et

Tovmshi ip 18 Sguun, hange 2% Yasy of |

3, . ; of Section &, all oi Sections ?‘., C, 1(‘:,
11 ; SF% of Bsction 12, 1iil; of Ssctinn 14,
HFQNJ:, Ny of Section 15, iy of 3sction 16, and th
iy of 3ection 17,

Township 12 Soubh, lenge 20 Tast: Lili. of Section 3,

2
21l of Sectien &, and U

SLCTICI 3. (&) That tha dnput wolls now in use and heraby aubhorised
airc as {ollows:
Corp. lonkon P L L 31=17-30
Schaurich 3%, 4 U35 32-17-30
. Corg Coppedgs 4 ;. L 5=13-20
. Corp. fates © 3 5=16=20

A Y
A
2
Bo HOARING CALLLD 2Y - -
)OculoS"“' OF Tds
it i
CASY NO. 49
e
owa o, 562
THS A.PPI.ICA.LIO Ol‘ OCM "17LS PRESSURE
VATNTENAUCT ASSCCIATICH, INC., FOR Ay ORDER
COVIRILG THE LOCO HIIL3 FISLD, XDDY COUNTY .
WiICH IS TC INCLUDE: 1. RASIC ALLCWABLE:
GAS-OXL, RATIOS; 3.  PRESSURS IATNTENANCE PLAY .
EIBRACLG PROVISIONS FOR IN-PUT WELLS. ‘
CRDER OF THE COLISSION
BY THES CCOHMISSION:
This cause came on for hearing at ten o'clock A.l., February 10, 1944,
at Santa ¥e, ifew llexico, before the 0il Conservation Comdssion of Ilew Iewico,
nere:-.nakter referred to as the "Commissiont. _ -

I
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3
G Yates, et al Yates L VHSH 5-12-30 -
: Fraw lin Pob. Corp. Saliard -1 S L -,9 :
: Sallec {: Yates State 4 o
ES Gontinental Gil Co.  State =2 ,
i Continental 0il Co. Travis 1 3—12—29 -
4 5. P. Yates N Braivard 3 S 3-13-20
b Sarders 3ros. - Cuy F-1 NS 0-18-25
r Sand°r° Bres. ller 1 3 S-l8-29
lio=Tex Yates 3 3 5=lu=20
uozﬂon Cone Langford L Gl B2
Stroup & Yates Travis 4 17-12=20
: (b). That the use of any of said input wells may be discarded vith

consent ol the Commission, and, with the approval of the respective well
[_ owners, the-Association, through its secretary or other authorized agent,
; may select ‘other input wells within the Project area by application to the

Commission for its consideration of approval admir2stratively without
further notice and formal hearing thercupdoi.

{c) That any gas weil viatnin the Project wibh the consent of the
onner may be used for cyeling in the oroject upon application by the
7 Assocation, through its secretary or other authorized agent, to the
‘ Coarnission for its consideration of approval adminisiratively without
further notice and formal qearlnw thereupon. '

_ SECTICT 4. That the top unit allowacle rate of withdrewal of crude
L ; 0il ger Guay per pooration unit, including back allowables vithin the Project
F .. area, shall be not less than 20 barrels nor over 40 barrels. The Association,
: : through its secretary or other audthorized agent, not later than the 25th of
: ' the month, shall nake application to the Comzission for its approval for
the paximum rate of withdrawal within the limits named 1or the ensuing
proration month. Sueq application shall be considered anc acted upon oy

the Commission administratively withont furt hﬁr notice and formal hearing
thereupon. :

SECTION 5 (a). That the limitin" zas-0il ratic in cubic feet per
. barrel £or the Loco 'ills Iield shall ba 2000.
|

[

; . ' (b} That the systen of Gas—01l ratio control shall be of volumetric

: \ control whereby the current oil allowable for a proration wnit under any
applicable proration order is adjusted by reason of exceeding said limiting
‘ratio in accordance with the following forpula-"

(¢) Ady proration unit with a gas-oil ratio in. excess of
, B ~ . ratio shall o diridtisd Lu produce daily thab total volume of oi
wnen sultiplied by the gas-oil ratio of that unih,

a3
viill r“°u’t 1oa bobal zas
vorum: wnat does not exdeed bhe current top uniit e lloyaolﬂ time id
| 3oditing gas-~oil ratio.

(6) A narg iza an
torﬁommcnﬂobﬂ e votul v
produce il it wvere

, even thow™ i bz a cas
rolune of gas wnich 1t wos
non=-zarginal wait.

[]

—_—

) The production of gas from o zas well for eyeling as provided din
o 5 excepbed from bhis section.

-q e L 1 -
SECTIC © “he 1w following orders are herebs

. That U
g M 3 Fof 3 £ m ooy - .-
424, and order 250 insoiar a5 said labier order

orcer heorelin.
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SCTI 7. That this order shall become effegtive on the first day
of the proration wonth next succzeding the uvonth ixv which said order is
adoptad. ‘

L at Santa ro, llew lexico, on the day

and yoar herelnabove desiwnated.

CiLl COASE 404

i COIIIISSION

: o

,

-
i

-
SEAL )
DAY
o
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BEFORE THE OIL CONSERVATIGN COMMISSION
OF THE

STATE OF NBEW MEXICO

- In re:

LOCO HILLS PRESSURE MAINTENANCE ASSOCIATION, INC.

o Hearing: o
Held February 10, 1944 to establish
a pro ration plan in the Loco Hills
~Fleld in Eddy County, New Mexico,

-
LA,

s
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BEFURE THE OIL CONSZRVATION COMMISSION
STATE OF NEW HEXICO
IN PHE MATTER OF THY APPLICATION OF )
L0CO HILLS FRESSURE MAINTENANCY: ASSOCIATION,INC.)
PO ESPABLISH A PRORATION PLAN FQR THE )
10CO HILLS AIXLD IN EDDY COUNTY, HEW MEXICO )

BRIEF IN SUPFORT OF A¥FLICATION
Dated January 28, 1944

Comes now the Looo Hille Iressure Mainterance Assooiation,
Inc., and, as'snpporting datas with respect to the request made to

the 0il Conservation Commissior for the Loco Hills Field with

~ respeot to the production of oil and gas from said fiéld.'reapect—'A

fully submite the following:

1. That there is filed with this brief a map of the area
included in the Looo_Hills 011 and Gas Field ip iddy County, Hew
Mexico, and such map is attached hereto as an exhibit,

2, That Loeco Hills lressure Maintenansce Association, Inc.

'i8 a New Mexico corporation orgenized in March of 1941. That

there is filed with this bfief a certified copy of the by-laws
with a certified copy of the Articles of Incdfporation'of said
assoolation. ‘

3. That the stockholders of the Lcco Hills rfessure Mainte-
nanoe Assooiation, Inc., in conneotion with the financing of the
construotion of the pressure maintenance systém. have executed a
Uniform Agreement and aAssignment. That there is £iled with this
brief a printed fom of said Uniform Agresment and issignment ,
together with a ce:rtificate showing the opsrators in the Looco
Hills Field who have executed coples of sald Agreement and issign-
ment .

4, ‘That the supporting data filed with this brief is fur-
nished in connection with the applicntion made by Loco Hills ! ressure
Malntenance association, Inc., under dats of Janvary 28, 19v44, for an
order of the Gil Coneervation Commission to be enterad with respect

to the Loco Hills Field in cddy County, New lexlco as follows:
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a. Continuing the two thousand cubic foot gas-o0il
ratio limitation now in effect, :

b, LEstablishing an allowadle for the month of March,
1944, of thirty barrels per well per day with a
provision for the loco Hille lressure Maintenance
Aegociation, Inc. to make applicatiozn for such
maximum rate of withdrawal as may seem advisadble
with spoh rate }}g pot below twenty barrels per

, well per day, n rty barrels per well per day.

c. That the order horotofbre entered, allowing other
wells on the same basio lease to make up the allow-
able for a well being used by the issociation as an
input well, be rescinded.

6. That in the hearing to be held on February 10, 1944, the

appliocant, Loco Hills Fressure Maintenance Association, Ino., will

T

present testimony of its engineer and supporting dats by the engi-

neer with respect to the above request. :
A Respectfully submitted,

v

LOCO HILLS PRESSURE MAINTENARCE ASS'N, INC,

By : :
y rney o Asgodliation

Artesia, New Mexico
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CERTIFICATE OF SECRETARY

STATE OF NEW MEXICO )

. - ) . 188
COUNTY OF KEDDY )

I, Fred Brainard, Secretary of Loco Hills Pressure
Maintehancc: Assoclation, Inc., a corporation, do Hérgby
Oegtify:-—------------;;-_ -

That I am the Secretary of Loco Hills Pressure
Mainténance Assoclatiosn, Inc., a New Mexico oorporatipn‘aﬁdv
as such have in my possession the Articles of Incorporation

and the By-laws of saild corporétion, that attached to this

_oertificite‘are true and correct copies of the Artiecles of

Incofporatibn and the By-laws of said oorporafion.:

IN WITNESS WHEREOF, I have hereunto set my hand and
affi}edimefarficial seal of said corporation on this the
_Zﬁ__ day of February, i.D., 1944.

::121L47{C;’%£7k4>4—A’L“”“L:>

Secretary
L0CcO HILLS PRMSSURL WilNThNaNuL
ASSOCIATION, INC.
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ARTICLES OF INCORPORATION
OF
LOCO HILLS PRESSURE MAINEENANCE
ASSOCIATION, INC.

The undersigned, who are all of lawful age and

are citizens of the United States of imerica and Citizens

and residents of the State of New Mexico, do hereby form
a corporation under the laws of the State 5f New Mexico in
aocérdance with the following declarations and‘pr@viéisns,
and do hereby certify.
- Ii.
The'n;ﬁe of the corporation shall be Loco Hills
Pressure Maintenance Association, Inc.
. II.
The principal office of the corporation in the
State of New Mexics shall be located at Artesia in Eddy
County. The name of the agent of Lhe corporation in said
office and in charge therensf upon whom procesé“agélhsﬁ“
the corporation may 58 servgd'is Frad Brainard}and his-
Post Office address ié Artesia, New Meiico
ITI.
The prinqipai object for which the corporation
1s formed is to construct, maintain, and operdte 4 pressure
maintenance systemiin the Loco Hills 011 and Gas i'ield in
Eddy County, New Mexico in futherence of proper conéefve—
tion of the reservolir energy in said 9il and gas field,
To that end the corporation shall have power to do and
perform any act, transaction, or undertsking whieh in the
opinion of its Boerd of Directors 1s expedient, necessary,
or conducive to the furtherence of said principal object,
ineluding the acquisition, holding,‘and disposing of real
and personal property and interests therein or pertaining

thereto, the borrowing of money, the pledging or encumber-




e

fng of the asséﬁé of the corporation as seeﬁrity for money
borrowed or debts owed by the corporation, and the acquisi- o
tion, holding, and dispbsing of shares of the capital stock |
of the corporation, provided, however, that transaotidns by

‘the corporation with reference to shares of the cépital

stock of the'oorporation acquired by it shall be subject to

the provisions of Section VIII, ’ _ ‘ sl

‘The enumeration of a specific power herein shall -
not be considered as excluding other pdﬁers‘not‘mehtioned
herein and which in the opihion of the Board of Directors
are‘neoéssary, expedient, or convenient in the carrying
on of the business of the corporation,
| Iv.

The total authorlized capital stock of the cor-
poretion that may be issued by it shall consist of 250,000
shares of common stéck without nowminal or par value #nd
the number of shares with which the corporation will com-
mence business is 30 shares. The value of the ehtire
authorized bapital stoek will not exceed $25,000,00,

v - -

The names of the incorporators and their re-
spective Post Office addresses and the numher st sharGS'bf»
the vapital stock of the corpqratian respectively subscribed

for by sach are:

Bert iston, Smith, New Mexico-----mcoeemen- 10 shares

Martin Yates, Jr., Artesia, Hew Mexico -~~-- 1C shares

Fred Brainard, Artesia, New Mexico --------- 10 shares
VI,

The term of the existence of the corporation shall
be fifty years. | |
VII.
The Board of Directors shall be seven in number,
It shall not be necessary for a diredtor to be a stock-
ey or a resident of the State of New Mexico, The Qﬁte
of a majority of the directors ghall be required %o
D
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constitute an aot of the Board. Unless required by the
by-laws, the directors shall not be elected by’bailoﬁ but
shall be elected upon motion at the annual meeting of the
stockliolders, provided, however, that vacancies in the
Board shall be filled and the number of directors may be
changed as presoribed by the by-laws.,

The directors for the firast three months after -
the filing of the certificate of incorporation shall be:

Enery Carpereicesccccesscsessssiirtesia, New Mexico

Co Jo DOXLOPccecssssasssassss Artosia, New Mexico

'Hugh Lo JOMNStON.eeeicsseseesssHODDS, Now Mexico
Bert Aston....................Smith., New Mexico

James M, Murray, Sr..sss..s...Hobbs, New Mexioco
Martin Yates, Jr.....;........Artesia. New Mexico
Fred Brainard.................Artesia, New Mexico
VIII.
<No£withstanding’thé corporation ’s not belng
organized on a cooperative basié as such term 1s defined
bykNew Mexico law,'it"is~contemp1gted that the corporshion
will not be bpefated for'profit to the stOGKhﬁidersathrough‘
the declaration of dividends, but that the benefits which
the stockholders will receive will result from the co-
operation by the owners of producing 51l and gas wells in
the said oil and gas field in furthering the plan for the
conservation of the reservoir energy in said fiéld. To
that’end 1t is ‘considered essential that the ownership of
the capital stock of the corporation be limited to the
owners of the producing oil and gas wellg in sald field and
the ownership of the shares of capital stock issued on
account Qf producing well shall follow the ownership
of such well and any attempted ownership, control, or
transfer of any of the capital stock of the corporation in
violation of the restrictiohs upon stock ownership lmposed
by this section shall be null and vold, In the event a
wsll 1s abandoned, all shares of capital stock issued on
account of such well shall cease to carry voting rights,

excepting in matters pertaining to the dissolution of the

corporation,



IX.
The ocapital stook of the corporation shall be

1ssued and disposed of for such consideration and upon such

terms as may be fixed by the Board of Directors.

X, _
The Board of Directors shall not be required in

January in each year or at any other time to declare a

dividend among its stockholders or the who‘o or of any

. part ot its accumnlated profits but the Board inits dis-

eretion may cover such aocumulatedlprorLGs into an operating
fund or a reserve fund or both, as may be provided in the
by-laws. . ‘

(Sgd) Bert Aston

(sgd) uartin Yateqj Jr.
(Sgd) Fred Brainard
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STATE OF NEW MEXICO )
COUNTY OF EDDY y o

On this the lst day of Maroh, a.D., 1941,
before ms persohally appeared Sern Aston, Martin Yates,
Jr., and Pred Brainird ‘to°me personally known to be the
perSon desoribed in and who exeouterd the foregoing instru-
ment, and acknowlsdged that they executed the same as their
free act and dsed.

iN;WITNESS WHEKEOF,. I have hereunto set my hand
and official seal}onvthe déy and year in this certificate

first abbve writtén.

My Commission Expires
Dec. 22, 1941 ~ (Sgd) J.S. Ward

Wotary PubIle

(SEAL)
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CERTIFICATB OF INCORPORATION
OF '

Loco Hills Pressure

Maintenance Aasociation, Inc.
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J. J. Romero
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Filing $25.00
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- BY-LAWS
or

LOCO HILLS PRESSURE MAINTENANCE ASSOGIATION ’
INC., A NEW MEXICO CORPORATION

s

ARTICLE I
Stockholders
Section 1. Anmual Meeting. Aneetingoftheatockholdm"etthneorp—
oration ahall be held anmumlly et the principal office of the cnrporaticm in the
State of Now Mexico at 10:00 otclock In the foreroon on the first Tuesday of Febru-

ary in each ysor, tfnotalugu‘n1ﬁrvandifa]emlhol*.daythenenthl et
succeeding Tussday not & legal naliday; for ths purpese or aslecting directors and
for tho transaction of such other business as may ove brought bafore the meeting.

 Written notice of the annmal meoting shall be mailed at loast ten daye
pidrtotheneetingtoaachstacklmlderofrecordathiaadcreuuthm
appears'onthestockbookofthecorpom on. A failure to nail such notice or any
Irrogularity in such notice shall not offegt the validity of any annuvel meeting or
of ony mroceedings at ony such ne ting.

: Section 2. Specinl Meutings. Specisl nectings of tho stockholders of
the corporetion may be held a%. tho principal office of the corporatiom in the State
wmmmmamtm,wwmu,damwmdmme
ditmscbyamjcitymmmostﬂthectookholdws.

Witten notice of such special meeting stating the da,y, hom-, and phce
thereof and in gemeral terms the business to be transacted thereat shall be mailed
at least fifteen days prior to the mescting to each stockholder of rocord at his
addross as the same appears on the stock bogk of the rorporatisn. If all the stock-
holders shall waive notice of o specisl mocting, no notice of such mooting shall be

- requirod; and whengver all the stockholders shall meot i porson or by proxy sush

neeting shall be valid for all purposes without call or notico and at such neeting
any corporcte action may be taken,

Soction 3. Quorun. At any meoting of the stockholders the holders of
the majority of tho capital stock issued cnd outste.nding and having voting rights
prosant in porson or reprosented by proxy shall ochstitute a quorum for all pur-
poses, but whon a quorua is not present a mojority in interaes of the stockholders
prescnt in person or by proxy ncy cdjourn from time to tims without notice other
than by announcensnt at the wecting until holdors of the anount of stock requisite
to constitute a quorunm shall attend. At any such cdjourncd meoting at which a
quorun shall be present any business may bo transaotad which night hove beon trons-
acted at the mecting as originally notified.

Section 4. Voting, Subject to tho rostrictions and provisions of Sec-~
tion 2, Article IV, at each meeling of the stockholders evary stockholder shall be
entitled to vote in person sr by proxy appointed by instruuent in writing sub-
geribed by such stockhcldor or by his duly autherized attornoy and delivered to the
Secretury at tho nooting; and he shell have one vote for each share of stock stand-
in regisieved in his nane, Upon denand of any stockholder, the votes upon any ques-

tion hofore the meoting shall be taken by roll czll. At each uecting of thoe stock-

holders a full, true, and complete list in alphobetical order of ali stockhollers
cndlitled to vote at such neeting and indicating the nuuber of shares held by each
shall bo furnished.

ARTIGLE II
Boargl of Directors

Sestion 1. Numbor and Torn of Officu, The business and tho property
of the corporation shall be nansgod and controlled by tho becard of directors. They
shall be geven in nvnbher end tin vote of « nmajority of the directers thon in office
sbail be rejuired to constitute an act of the board, Tho nunbsr of directors may
be ircrcaseld or dLuafniched Dy en anmendnent to the articles of incorporation when
eutherisad dy the vote of the holders of threc-fourths of the outstanding capital

O TS
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stnok having voting rights. The directors shall agt enly as a beaxd and
dividusl cu.natot shall have mo power or authority as suoh,

for a director to bo a stockholder or a rosidsnt of the State of Hew Mexico,
videl however, that any ¢irecter not a stockholder pust bo an employee of o
- tion which is & steakholder or o neuber of o co-perirership owming stock in the

directer concerned. Director3 shall Lold of f<ve for ens yuar and watil their
suscesser's are slsctod and qualifiod, provided howover, that the direstors naned
in the articles of imcsrpsroticn chall hold office ntil June 7, 1841 axd wmtil
thirmm, ars eleatel and qualifiod ancd thair suocessers shall held effice
- ,

i
i
i
§
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Section 4. Phced‘hoti’n‘. mdmmmu’mem

‘ mhapacinlnoounc be given by
by telegraph to each directer mot luss than five days defore the meeting
mhnotico'mbcplndinmtmbymdiracuor it axy mﬁngat:&zh

. Section 7. Quorun. A nmajority of tha beard of directors them in effice
~ shall censtituto a querun for the transaction ef buainess but less than a guorwm
mmtmyadjmthmetm&mtmtotimmtﬁaqm:hnnbom

. .Section 8, Dosigaaticn Depoutories. The board of wocteﬂ ahall
designate the bank or banks in which shail be de porited the monsy or securities &f
tha corporatiou and shall regulate the manner of depoeit and withdrawal of aama.

Section 9. Reports and Recards, The beard ef direqters shall cause
quartorly reperis te be mado to the stookholders reflecting the operations of the
- oerpovation for the preseding vbhrec nonths and such reports shall contaim cemplete
stovenente ox the resedyng ord disturcenonts of nenics Ly, the corporation. The
booke snd raccsds of tle coﬁ‘po*aticn, jnulu:iiug ti;e rasords and reperits of all work-
ing co_.';-:'.i'-steffs, shcll bo epan He ‘nedechicn &b all tires by any stoakholder., An
eantal auwcit of the hocks and ceedunvs of tha cox norntion shell be mado by a serti-
ficd mdUle nenuumiont ad tae erd of each colendar year which shall Be the fiscal
yooxr of %Lho cvorperation arni a roport of such audit shall bu furnished to the stock-
holders,.

ARTICLE IIX

off ieoia and i’:cnnitton

Scctien 1, Officers. The efficors of ths corporatien shall be Ghessn
by the board of directers frem zinng tha dirsctors and mo directer shall be dis-
aualifist to vote for himgo’f for any office. The officers shall be a president,
& vize dresidant, ¢ sccretarcy, and a treacirer, and such other efficers as shall
fror tias o tine bto providud for hy thu bosrd of directors. The offices of sedre-

~ Page 2 ~
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tary and treasurer nay be cembined in one person who ahcll be designoted as
tary-treasurer. Such officers shall be elvoted at tho first mecting of the board
of dirostors and at tho first meoting of the board of Cirectors after the annual
slection of directors and ahall hold offico until their respective successors shell
have besa duly sleocted and qualified, provided, howsver, that all ufficers, sguris
: of the corperation shall de subject to removal at sny tine by the
ative vote of o majority of tho board of diroctors them in office,
of any officer:, agent, or explayes nay be changed by a like vete of ti
dirsctors, without the noteasity of an ansyinent to thoe by-.
director of the corporation shall receive cecpensation fron

g

kesp the minutes of all nestings of the , :
mootings of tho stockholders. He shall cttond to the giving and sarving of all
notices of tho corporation and shall sign with the president in tho name of the
corporation all contracts and other instrunents authorized by the board of divec-
tors and shall affix the seal of the corperation thoreto, He shall sign with the
president in the nane of the corporation all certificates of tho shrres of the capi-
_ tal stock of the curporation and sholl affix the scal of the corporat’sn to saue,

He sholl have chorge of the books and records and othar papers of the corporation -
and sholl in goareral perform all of the Quties inoldent to the office of snciatary,
subjeat to the ocontrol of the beard of diraesctors and ho shall do and porforu such
othar duties as nay from time to time bo assigned to hin by tho board of directoss.

The seorotary shall take the ocath of effige required by law cnd if re-
quired by ths board of directsrs shall give bow! with corperate surety condibicned
for the faithful perfornence of his dutiuvs os such secretary, such bond to be
approved by the prosident., ' :

_Section 6, Powers and Dutios of the Treasurer. Tho troasurer shall
have the custody of all funds and securities of th. corperation and whon necsusary
or proper he shall ondorso om buhalf of tho corporation for cslloction ckucks, notas,
and other ‘obligations and shall deposit the same to thu credit of ths corporation in
a dosignatod depository. Ho shall sign all receipts and vouchors for peyacnts mcde
to the corporation and hs shall sign &ll chooks mode by the corporation jointly with
ths president, and he shall pay eut and disposo of the funds of tho corporation
under the dirsction of the board of directors. Ho shal’ sign with tho president all
bills of exchange and pronissory notes of the corporation ond whensver required by
the board of directors he shall remdor a statsmont of his cash account, IUn shall
enter regularly in books of tho corporntion to be kopt by hin for the purpose full
and soowrate sccowit of all nonies recoived and paid by hin on account of the corpora-
tion and he shall ct all reasonable times exhidbit his books and ascounts tn any
director of the corporation upen application at the office of the corporation during
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business hours and he shall perforn generally all aeu incident to the office of
trwuror, mbjoot to the ont.rol of the Mm a:‘f directors. ‘He shall give a dord
ous

thnprgaidenﬁ.
ARTIGLE IV
Capital Stock
s-cuonl. ‘Certificates of Sharos. Ench halder of stock of the sorp-
mmmnmmutmwaamkcmummmwmmmtwm
vice president and by the secrotary. The certificates of shores shall be in such
fcmmtimmiatwtwiththoerﬁcluctinemﬁnusbﬂlbemmedor

of  ths corporatiun contained .
E d 411 certificates shall be consecutively mmbered. ' The nape: or nanes )
of the porson or perscns owning the shares represonted thersby, with the number of

5

‘ ertificates surrendered to the corporation shall be canceled asd no now gerti-
4 ficate shall be issued until tho former certificate for the sans mumber of shares
! shall havo boen surrendered and canceled. :

.- Section 2. Issuance and Omaership of Shares. 'l‘he\c@.ttal stock of ths -

corperation shall he issuod ond paid for upon the basis specified and as provided :
: in the Agreenent and Assignuont referred to in Article VII, Thnmnh:l.pottho
: shares of stock shcll follow tha ownorship of the prodicing oil or gas well en §
: ~, ancount of which the stock is issued as provided in Article VIII of the articles of
' 1 the event of tho abandatinent of a well for which shares ef
stock have boen issused, such shares of stock shall coase to carry voting rights ex-

‘_pti‘.nginmt pertainingtothadhsoluﬁ.onofthacorpomtionashmvﬂ.d

§
ﬁ
1 A4
L

lon 5. Transfer of Shares. Subject to the provisions of said

; - Article VIII of the articles of inscrperation, shares of the capital steck of the
, corporation shall be transfarred only on the hooks of ths ccrperation by the holder
| ; thereof in porson or by his duly authorized attorney upon surrender and canceilatisn
e i - of certificates for a liko nurber of shares. The stock trensfer books shall bo
i olosed during the ontire day of any noet..ng of thoe stockholders.

Ssction 4. Regulations. Tho hcard of dirsctors shell ha.vc Dowsr and
authority to make a2ll such rules and rogulations not inconsiatent with the articles
of incorporation and the said Agrecmont and Assignnent &s they nay deem sxpedient

: concerning the issue, transfor, and rogistration of certificates for shnres of the
i capital stosk of the corporation.

ARTICLE V
Dividends and Working Capital

Saection 1. Dividends. It is not contemplated that any profit to the
stoskholders through the declaration of dividends will accrue through the operation
of the business of the corporation and no dividends shall be deglared by ths board
of directors out of the surplus or net profits of the corporation, unless author-
ized and directed by a voto of holdors of thres-fourths of the outstanding stook
of the corporation having voting rights at a regular meeting or a special mseting
called for that purpose,

Seotion 2, Working Capital. Tho boord of directors are authorized to
maintain a working capltal or a raserve fund as is provided in the Agreecment and
Assignment referred to in Article VII and zny surplus or net profit resulting from
the operations of the corporztion shell become & part of such working capital or
roserve fund, wunlogss othorwise diroctud by 4 vots of the stockholders as provided
in Section 1 of this article,

- Plgge 4 -




ARTICLE VI

Gerparate seal

Section 1. The 8sezl of thu corpcmtion ahallbo umtmshmbo-
low and shall ba stained in the custody of the socratary,

AR‘I‘IOLEVII
t and t1 ottho

Section 1. Construction. Mconstmticnandmhlhthnaftb
[ressure naintenance systen referrsd to in aArticle III of the articles of incerp-
oration shall be controlled and supervised by the board of directers pursuant, to
plmaandnpwifmtmtobempandwwewmcemittumdwﬁvd
bythebou'dcfdi:ectora.

Sectieon 2, Funds for Constructiom, The directers are autherised te
obtain funds for the construction and installation of the systeri-through a bank
loon witk an interest rate not in axcess of four per centun per anmum, such lean
to be secured by an assignnent to thu bank of tho apounts which the corporatiem is
or shell be entitled to recoive in payment for its- capital steck and by a first
nortgoge upon the systen ond the rights, casenments, and other privileges granted
htbomaﬁmbwthomat&svb:hllmommwmmt
nentioned in Section 4, The promissory note ofthacorpoutien.hanbomcuhd
to the bank for the full amount of sush loen with a neturity date not more than
threayaarafrcnthedatoofthonotaandifwanomtorsuchlwnmium-
paid at the maturity date of said note the board of directors may negotiale sush
renewnl or extension of the note as to such unpaid bolance as may be agroed upom
with the bank. The amount of such loan shall not axceed the amount required for -
the installation and construction of the systen plus a sun not in excess of Five
Thousend Dollars which nay be added to constitute an operating fund. The board of
directors shall have authority to enter into o contrast with ths bank for such lean
upen such terns and conditions not inconsistont with these by-laws and with the
terns and provisions of the said Agrecnment and Assignment as in thelr opinion may
bo reascnable and proper. The president and the seorstary are autherised in the
none of the corperatien te execute tho said assignnent and mertgege to ths bank in
such form as moy be approved by the beard of directers. The bank naking sush loan
shall be entitled te rely upon a cortificate of the president or secrastary of the
corporation showing the cost of the installation and constructien of the systen and
any anount loaned by the bank on the ‘basis of such certificate shall be a binding
obligation of the corperation elthough such 3un nay be dn excess of the actual cost
of installation and construction plus ths sua of Five Thousand Dollars for an opers
ating fund.

Section 3, Operation. The syston shall be operated by tha board of
directors for the purpose of securing and naintaining within reasonable linits a
astate of equilibriun as to dotton hole pressure anong the prodm:lnc wells affected
by the systen but no officer, agent, or employee of the sorporaticn shall havs
authority in behalf of tha corporetion to guarantes such result. The systen shall
at all tines be operated in compliance with the valid orders, rules and regulations
of any regulatory body having jurisdiction in the prenises. The éxpenses of opera-

tion shall be assossod, collocted, and paid as provideé in tho said Agreement and
Assignnent,
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CERTIFICATE OF SECRETARY

STATE OF Ni# MEXICO
COUNTY OF RDDY

I, Pred Brainard, do hereby certify that Ivam:
Seorctary of Loco Hills Pressure Maintenanos Association,
Py ; : Inc,, a New Mexico,gnrporation and haeve in my possession |
v the recqrds of said corporation.

That attached to this certificate is the printed form of the

uniform agreement and assignment executed by all of the stock-

T | . holders of the Loco Hills Pressure laintenance issociatlon,
g» Inc. in connection with the financing of the plant and system
§ “, RS o and the operating of said plant and system.

I further csrtily thnt the association has in its file,
copies of the sald agreement and assignment sxecuted by the

following operators covering the various tracts in the Loco

H1lls 5il and gas fleld; to-wit:

Allen, Pair and Pope

aston, Lucas & .ston

aston and Fair

Bagssett & Birney, ct al
Banner 01l Conpany

Boviers & Bowers

Bright & Gordon

Brainard & Guy

Continental 0il Company
Gordnsn M. Cone

Carper Drilling Co.
Continental and Yates

Dixon & Yates

Fair, N.N. & F. '
Fair & Bright :
R.¥. Falr

¥ranklin Petroleum Corp.
Franklin & YTates

a : #lynn, “elch & Yates

g 1 friendshiy 011 Corporation

; \ Grayburg Gil Compuny of New lexico
: Jones & Yates

Lo . » Kinfolks Trust

Lo ‘ ' Me~-Tex 3upply Co

Premier Petroleum Corporation
J.H. Rundel

Rose City Oil Corporation
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Yates & Continental
S5.P. Yates

Yates, et al .
Sanders Brothers
Sallee & Yates
Stroup & Tates

IN HITRESS WHEREOF, I have hereunts set my hand
and the official seal of said corporation this the \

day of February, A.D., 194i.

Seoraéary
PRESSURF MAINTENANCE

AssocIAmxou, ING.
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AGREEMENT AND ASSIGNMENT

. The undersigned Loco Hills Pressure Maintenance Association, Inc., & New Mexico corporation, and the un--

dersigned
do bereby agree: »

L. This con uexecueedmturthenneeotueoopmuveﬁlm for the conservation of the reservoir energy
in the Loco Hills Oil and Gas Field located in Eddy County, New Mexico by the installation of a pressure mainten-
ance system and shall become effective and bmdmg n the parties when 1dentwel contracts have been executed by
the swners of not lm&mlwprododnc loca msudFieldusuchFieldisdeﬁmdhersn.

2. When used in

this
(a) The term * Anmutdmwtheuidhwﬂﬂlsmmwm Association, Inc.
(b) The term “Operstor” refers to the said

Lo

)mm“w:deutoﬁe‘u@lmnﬂhwoﬂlndeuhddmdmmpmth specified in
mguqﬁ“‘m&hcm‘mmwmhmumwmﬁmph&
.(d) The term “operators” refers to and inciudes persons, oo-partnersh and corporations who own the
i i3 defined he or more h'tctsoflandloubedmtheFleldwhoeeopenting
ecution of agreements in this or in similar form.

the ex

e) The “operating ” in & tract of land hicluded in the Field consist of the exploration, development,
a.ndmdncém h taoﬂﬁh::smdotber « mh&mmtedbymoﬂandgulme other form
of contract theownuuenhﬂedtopmdueeoﬂend and other carboniferous substances fro)
to retain same to his own use and benefit subject to the paym t of the mcnbedroyalnesandovemdlwmyalhec,lf
any,mdinduduowmhipendeonﬁoldthepmdnan“veﬂ wellnloatedonthetnetortnetsmvolved.
(f) The term “working interest” as used with reference to oil or gas wells shall be considered as equivalent
ights marketed.

E

(7/8ths) of the amount of production from the well which is saved and
a “produc 'wdl"ismeint'ewel!h "Field from which crude oil, regardless of amount, is bei

8 seen mm gas only is eapable of being produced from the oil bearing formation. e

(h) The Board of Directors the Association is referred to as “Directors” and the Engineering Commit-
teeoftheAsaoeiaﬁoninrderradtou “Engineering Committee.”

(i) By “Commission” is meant the State Conservation Commission of New Mexico or’ any person lawfully
acting under divection of the Commission.
()] By “Secretary” is meant the Secretary of the Interior or any person lawfully actmg under his anthorty
(k) The t;tlm systeln” orjatm‘s to the pvensure maintenance system mentioned in paragraph 1 and which is

more fully described : .
(1) The term “original incorporators” refers b all of the operators "who execute this form of" agreement
pnor to a date to be fixed by the Direcfors. which date shall be considéred as the date of the commencement ‘of the

' ms..llnhon of the system.

{(m ) The temi “subesequent . p&rtleipenu” refers to n.ll operators in the Field who are not mcluded in the

term “ongu 4 - lncor porkiors.”
Field (n) The term “gas’ refers to the natural gas wluch is produced ‘with"the crude oil from the wells in the
eld. -

3. The Field comprises the area consisting of the following described tracts of land located in said Eddy
County, New Mexico:

zownaz‘inp 17 South, Range 29 East: S%S% of Section 32; S%SW% of Section 3B; and S‘n of Sec.
on

Townslnp 17 South, Range 30 East: NEXNEYX, S14N% and S% of Section 31; and Wi, WiKREL%
of Section 32. .

Township 18 South, Range 29 East: All of Sections 1, 2, 3, 4, 5, und E% of Section 6; all of Sections
'8, 9,10, 11, N4N#%, SKNE% and SEY of Section 12; N%N% of Section 14; NEUNE%, NUNWYK
of Section 165 N% of Section 16; and N% of Section 17.

Township 18 South, Range 30 East: NWYNWI of Section b; all of Section 6; and W% of Section 7.

Subsequent operations and develgg:nent may ‘disclose that some tracts included in the present limits of the Field should
be excluded from the Field and t some tracts adjacent to the present limits of the Field should be included in and
demg'nlted as & part of the Field. - Such action may be taken by the Directors witih the approval of the holders of a
majority of the outstanding stock of the Association, provided, however, that no tract shall be excluded from the
Field ¢cn which is located a producing well belonging to the Operator on account of which stock of the Association has
been issued as provided herein, unless the Operator consents to the exclusion of such tract.

4. The Operator represents and warrants that he is the owner of the operating rights in the tracts of lan,’
described ln sub-para; drraph (a) below and that said. operating rights are free and clear of liens and encumbrances an.
the lawful claims and interests of other persons therein excepting as shown in sub-paragraph (b) below. s

(a) Said tracts of land and the producing wells located thereon are the following:

(b) The above described operating rights are subject to certain liens and encumbrances and the lawful
claims and interests of othecr persons therein as follows:




LI R -

&ThoAuochﬁon resents that it is a New Mexico corporation organized dexistingonanomproﬂtbui,
having a term of I‘OP years ‘commencing in the year 1941, snd with its p ob, the installation

and maintensnce of the sy-be in the management of its corporate affairs, the Aasocimon shall at all times com-
ply with the following requirements:

(s) The suthorized capital stock shall be Two Hundred Fifty Thousand (250,000) shares of common stock
without any nominal or par value,

(b) The affairs of the Association shall be managed by & Board of Directors who shall be seven in number,
and each director must be an operator o theoperatlngrizhinoneormore welslntheFildor
must be an employee of a corporation or a m: of a co-parinership owning sich operating
) (c)'l‘hemthorizeduiwahckof Asaochtionandtbenumberof«hreetorsmwhehuuudordmin—
'f J the vote of the holders of three-fourths (3/4tha) of the capital stock at a regular or at a special meeting called
or su purpon.

(d) The by-laws shall be made and amended or repealed by the stockholders st a regular meeting or at a
special meeting eniled for such purpose.

{8) All working ‘ommittees, including the Engineering Committee and all employees, shall be appointed by
the Board of Directors.
(t) Nooﬂiecordirectorslnﬂreeeive any wmpmﬁonfromtheAmdshonforhhmum

ongmﬂinebr’pqmtaruhanbe Mbe!orthenumberufahmoftheug:lnﬁock

syecified i waphﬁ Payment for the stock . ibe? for shall be made in the manner specified in agree-
megtonthcbw Dolhr(tLOO)pu-nhue. The shares of stock issued on account of each well shall be included
in céparate certificates and shall be'delivered to the uhu!herup?mvidadin aph 9 (c). The initial certificate
forbenshmpmndedfahummo ) shall not be delivered to the subacriber until the oval by . the
title attorneys of the the to the Mh’mmmnmi‘wuwmmaj ich the stock
is being issued. “Certificates issued on account of wells ‘completed not nntil evidence has been

smmd‘sM“mbmnwdbymchmﬁﬁmahnthMymm muemhleandtheprovxsxons
mthuuxreementprov:dmgfortheap rtionment of operating expenses pot be considered or construed as an

assessment upon the stock tion,

' {h) Any s uent parhcxpnt may be admitted to partidpthon in the plan upon such reasonable terms
andeondxﬁouumaybe posed b: Direchu,puvided, ,. that such subsequent ipant shall be re-
quired to execute an agreement thh Associstion containing ' the apphesbte provisions of agreement and pro-

" vided further that the shares of capital ‘stoek which may be issued to such subsequent participant on account of a

x;ded wengpallnotbew::mmmm %vm&mmtmmawmhﬁmﬁmdbpﬁ
§ t an : , amoun en| ‘

leaathanOneDolhr(tLOO)pershn. Land

5E
3
2%,
?

thestockeettiﬁu : ; [ hts, If

perating rights ; \ one person or corporahon the stock include
the names of all such owners and in the event of a tranafer of either the entire operatiag rights or an nndivnded in-
temtmume,theneweertiﬁutewinlikeviseeonhinthenamesofalloftheownersoftheopenhngnghtamsnch
well aftér such transfer.

(3) In the entofthe.bandonmentogmwﬂlonaecountofwhchshmoftheupxmsto&ofthe&,
sociation have been i ed or have become issuable, the holder of such stock certificate shall not possess any voting
rights with respect to the shares of atock represented by such certificate, exeephngmmatta-s pertaining to the disso-
lution of the Association.

(k) It is -not- contemplated that my proﬁts shall inure to the Aasociation by reason of its operationy or that

any dxvidends shall be paid to the stockholders éx B:n dissolution. ; The Directors shall maintain -an operating
fund not ex at any time the sum of Five Thousand liars “($5,000. 00) composed of monies: received from the
sources specified and of any other income received by the Association out of which operating fund payment shall

be made for operating expenses, répairs, and replacements, and for such other purposes as are specified in this agree-
ment. No mortgage or other encumbrance of the system t;ther than the mortgages provided for herein shall be valid
and binding upon the Association or & lien upon the system unless authorized by a vote of the holders of three-fourths
(3/4ths) the cutstanding capital stock having voting rights.

(1) The Directors shall cause ‘quarterly reports to be made to the stockholders reflecting the operations
of the ‘Associstion for the preceding three months and such reports shall contain ‘complete ‘statements of the receipts
and disbursements of monies by the Associstion. The books and records of the Association, including the records and
reports of all working committees, shall b:h:rn inspection at all times by any stockholder. An annual audit of
the books and accounts of the Association be made by a certified public accountant at the end of each fiscal year
andarepartofsuchandnshallbefurmshedto olders.

{m) Any time after but not before the bank loan rezferredtomparmah?xsrehred,theAssocmhonmay
be dissolved by a vote of the holders of two-thirds (2/8rds) of the issued capital atocg.

6. The Association ia ohhgated to construct and install and to maintain and opente an adequate pressure
maintenance system in the Field in accordance with the following stipulations, conditions, and requirements:

{a) The plans and specifications for the system shall be prepared by the Engineering Committee and ap-
proved by the Direstors.

(b) The cost of the system installed shall not exceed Two Hundred Fifty Thousand Dollars ($250,000.00).

(c) The system will utilize the gas obtained from the o?erators in the Field by returning such gas to the
oil bearmi formations but in the furtherance of the conservation plan natural egas from other fields or from forma-
tions within the Field other than the oil bearing formations also may be utiliz

-(d) The systéem shall be operated for the purpose of securing and mamtammg within reasonable limits a
state of ethbnum as to bottom hole pressure among the producing wells in the Field, but such result is not guar.
anteed by the Association.

(e) In order to avoid the expense of drilling wells for use in returning the %e to the oil beering forma-
tions, producing oil wells in the Field may be used as input wells. Such input wells shall be changed at proper intervals
as recommended by the Engineering Committee and approved by the Directors.

(f) Any owner of the operating rights in a producing well or wells who becomes dissatisfied for any rea-
son on account of the operation of the system or any feature of such operation shall be entitled to submit his objections
in writing to the Engineering Committee who shall grant a full and complete hearing upon such okjections. Such
operator also shall be entitled to appeal to the Directors from the decision of the Engineering Committee after such
hearing and the decision of the Directors shall be final unless thereafter disapproved by the Commission if the well
or wells involved are located on State land or privately owned land, or by the Secretary if the well or wells involved
sre located on Government lands, provided, however, that nothing contained in this sub-paragraph shall be construed
as authorizmg any action to be taken which will impair the obligation of either party under this agreement or the validity
of any lien provided for herein.

7. It is contemplated that the funds for construction and installation of the system will be obtained by the
Association through a bank loan with interest rate not in excess of four per centum per annum and that such loan will
be secured by an assignment to the bank of the amounts which the Association ic or shall be eutitled to receive in pay-
ment for its capital stock and by a first mortgage upon the system and the rights, easements, and other privileges
granted to the Association by the operator in this agreement and by the other operators in similar agreenents. e
Association shall execute to the bank making the loan its promissory note for the full amount of the loan with a maturity
date not more than three years from the date of the notes provided, however, that if any amcunt of such loan re-
mains unpaid at the maturity date, the Directors mnay negotiate such renewal or extension of the note as to such




escape. of the gas, excepting such as may b un-
ich sre or may héreafter be located upin the
such as may. be required for operating purposes, shall
to the Association by the Operator on his lease without
> n ' ¢ pressure station by the Association at its own expense
therin 3 ra very of such gas, Operator. will produce his wells ac-
cording to such equitable time schedule as may be -established by the rineering Committee, provided, however, Oper-
ator shall not be required to produce any well at a timme or in a manner detrimental to such well.

b) The Operator hereby ts to the Associstion during the continuance of the operating rights of the
\ casement o e lands Field described in paragraph 4 (a) for the purpoes of Iirg and

intaining, and operating pressure stations and other structures and nstallations
‘MAy required tion of the mtewded, however, that all lines, structures, or installations
built or laid upon any hndsmtor in the Field be so constructed and laid as to avold unnecessary interfer-
ence with Operator’s lease i

rants to the Associstion the right of ingress and egress with reapedt to'all'of
ng wells located thereon insofar ss may be 'necessary. or convenient fur the
2 gystem, provided,” however, ‘the Association_ shall save and keép hamless
ims and demands of other persons insofar as any such claim or demand resulis from the
‘the Operator’s said lands or with reference to the Operator’s said wells -and provided

¥

further the Association shall be liable to the ‘Operator for any damage resulting and resulting only from the negligence
of the agents and employees of the As: tion . while in the perfornmiance of their duties as such. The Asso-
ciation shall at all times maintain for the protection of tor adequate property damage and public liability insur-
ance. :

.  (d) The Association shall be entitled to use any well located upon Operator’s said lands as an input well
for the purpose oftetnrmﬁ ning’ gas to the oil bearing formations or for the purpose of introducing natural gu from sreas
outside the Field or from other formations within the' Field into "the "ol bearing ‘formations of the Field. ' Th use ot
such input wells may be continued for sich periods of time as may:be recomniended by the Engineering'C i

subject to the'nzhtof ‘the Operator. to appeal from the decision.of the Engineering Committee in the mannel ,tivided

in this agreement. The Opérator shall be entitled to produce from other wells: on his lease the amount of ;‘lonble
production ‘of oit which would have been produced from an input well during. the time of 'its vse as such'if such well had
remained on production, provided, however, if for any reason Operator is unable to produce such amount of allwable
production from other wells located on hiz lease then he shall be éntitled to reimbursemént from the Associatioi for all
loss sustained by him on account ¢f not being able to produce ‘such allowable amount of oil for. such time 'as such well
is used as an input well. In computing such loss consideration shall be given to the expenses of operation which the
Operator would have sustained if such well had been operated instead of being used as an input well. (So long s only
one producing oil well ix located upon the lands described in paragraph 4 (a) such well shall not be used as an input

well without Operator’s consent.)

(e) If the Operator is or becomes the owner of the operating rights in & well 'in the Field which produces
from an oil bearing formation natural gas only whether such well be located upon the lands described in paragraph 4
or on other lands, Operator will not produce. natural gas from said well' without the consent of the Directors. With the

‘consent of the Conservation authority having jurisdiction, Operator shall be entitled to produce from any oil well lo-

cated on the lease during such time as a gas well on the lease is not producing under the provisions of this paragraph,

"an amount of oil equal to the largest amount which any producing oil well on the lease is permitted to produce.

(f) In the event the operating fund provided herein is not sufficient to defray the current and ordinary op-
erating expenses of the Association at any time prior to the retirement of the loans provided for herein, the Directors
shall have authority to make an assessment of not to exceed one cent per barrel of working interest oil agsinst each
producing well in the Field committed to the plan for such period of time as may be determined by the Direttors,
which said amount shall be collected in the same manner as the five cents per barrel of working interest oil shall be
collecte¢d as provided herein, and the amounts thus received shall be paid into the operating fund. The pipe line com-
pany or other purchaser of the working interest oil is hereby authorized and directed to pay said amount thus assessed
to the Association out of the proceeds from the sale of the working interest oil from Operator’s said wells. After said -
loan or loans have been paid, an asséssment of not to exceed two cents per barrel of working interest oil may b made
for such expenses by the Directors, which said assessment shall be collected and paid to the Association as. above pro-
vided. No expenditures for purposés other than expenditures authorized in this agreement shall be incurred by the Di-
rectors without approval of the holders of three-fourths of the outstanding capital steek of the Association.

(g) The Operator upon demand will furnish to the Association for examination by its title attorneys all
necessary abstracts of title and other evidences of title reflecting the title to the operating rights described in para-
graph 4, but such abstracts of title and other instruments shall remain the property of the Operator and shall be fur-
nished for examination purposes only. If any title defects are disclosed by the examination, Operator will make diligent
effort to remedy same.

9. (&) The Operator hereby assigns, transfers, and sets over to the Association out of the proceeds from
the sale of the working interest oil which shall be produced, saved, and marketed from and after the date of the com-
mencement of the installation of the system from the producing wells above described and from each preducing well
which may be completed hereaiter upon any of the above described tracts of land an amount equal to five cents for each
barrel of such working interest oil until the loan provided for in paragraph 7 has been fully paid and discharged and
Operator will execute such transfer orders as may be necessary to secure to the Association or to the said bank and its
assigns the payment of said amount. This assignment shall become effective at 7:00 o’clock a. m. of the day on which
-the installation of the system is commenced, which date shall be the date fixed by the Directors as provided in para-
graph 2 (1). Of said amount of five cents per barrel one cent per barrel may be retained by the Association asan oper-
ating fund and the remaining amount not s0 retained shall be applied as a credit toward the purchase price of the eap-
ital stock to which the Operator shall become entitled on account of the well from which the amount credited is received.
For the purpose of this agreement oil produced as an allowable to the owner of a shut-in gas well or of an input well
shall be considered as having been produced from such gas well or input well and shall be obligated to tha payment of
the five cents per barrel specified in this paragraph and the amounis thus received by the Association shall be applied
as if the oil had been produced from the well for which the allowable was made,




R e

S Y

T T L e
By

ox

B

AR

8

N B PO G W e Y L W T

, (b) The proviaions of the sub-paragraph next pe 9 (n) ) shail cease to be in force and effect the
payment in Tull of the Toan provided for bn Tarmnn T B e ikl Do ettt Sor ores and effect upon the

ﬂmm’dem@M‘MdeﬂwwmmOpcrnhorlhuboeommﬁﬂod
to receive for which sach Operator hereby suhscribes under the | of this agreement for each
well owned by him or which be ) x.h!monhuh lbed  in paragraph 4 (a): before the loen
for %ﬂ'}; . mg:-rd-hr-‘ to th dollars

viously Operator »
12. Nothing contained be considered or construed as suthoriring, reguiring or permit-
ﬁn&ehpg@wdmutinﬁohﬁmdmvﬂ regulation or order of any regulatory body having juris-
mwmmswnmor.tmwmmmmqim by the partiea on this the
— _dayof LAD, 19 .
LOCO HILLS PRESSURE MAINTENANCE
ASSOCIATION, INC.
ATTEST: By e ‘
President
Socretl‘ty:,
STATE OF. }
, 88,
COUNTY OF.
On this the day of , A. D, 19 , before me personally appeared

to me personally known, who, !i‘eing by me duly sworn, did say that

he is the . President of Loco Hilla Pressure Maintenance Association, Inc., and that the seal affixed to the
foregoing instrument is the corporate seal of said corporation, and that said instrument was signed and sealed in

behalf of said corporation by authority of its Board of Directors, and said
sckncwledged said instrument to be the free act aid deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal on the day and year in
this certificate first above written.

My commisslon epires

Notary Public

v R e D R 5 Y e T e
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- om theMesas follows, to-wit:

| ,__'Afﬁamof Publica. _h

‘i'ht'héispnbhﬂmofﬁlel)aﬂ Ciir-
rentArgus,anewspaperpubhshed daily at
theC:t;ofCadsbad,mmdcovmofEddy,
Stite of New Mexico and of general paid
mraﬂahonmmdcounty that the same is

a daly g : under the laws
ofﬂnssmcwhemnlegalnotmesandad
ments may be published; that the
pnmzdnouceattacbedheretowaspubhsh

_ edmthcmguhtandenmeeditionofwd

*and not in a suppleinent thereof

and that payment therefor has been made
andwxllbeassessedauour‘uoscs

i‘.‘
[

:Idiréction 'of the' Coxﬁ‘imsSmn at itsi

1, Bddy Couhty,
mdude.quﬁcak.-,

cation was \made. pursuan

B 1944

(SEAL)

Execuhve Meetmg January ‘24, ’

Given under the seal - of: said
Commission at Santa Fe; . New
Mexlco, ‘6h- January’ 25, 1944

OIL CONSERVATION
COMMISS ON ’
BY (SGD) JOHN M. KELLY
SECRETARY

|
]
:
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Affidavit of Publication ’

State of New Mexico,|
County of Santa Fe

e

TR

| A, N. Morgap . tng , being first duly sworn,
declare and say that [ am the (BRinan ) (Editor) of the_Santa Fe
: New Mexiocan , a daily newspaper, published in the English
Language, and having a general circulation in the City and County of Santa Fe, State of
New Mexico, and being a newspaper duly qualifiedto publish legal notices and adver-
tisements under the .provisions of Chapter 167 of the Session Laws of 1937; that the
publication, a copy which is hereto attached, was published in said paperURRNBIR RSk
one time T NI, X 2 XX S XTI MK

for
" the regular issue of the paper during the time of publication, and that the notice was
published in the newspaper propé”, and not in any mpplunent,m for
one time smixamoecnmsely XX poblication being on the
26th  day of - J8OVATY 1044, oekaimstmocpubinx: '
A BX K dRxIEX , T__; that payment
for said advertisement has been (duly made), or (assessed as cotrt costs); that the [
undersigned has personal knowledge of the matters and things set forth in this affidavit. x - ,

Nanaging Editor MRXPXX
this g é ’4

Subscﬁbed ad sworn'to before me, ;

. | day qupitahrrg. ,AD, 1914‘_[.

4 016 - . ol P ’ :
Ot e s

AALhe N D .
' Notary Public.

S LR A T g T e SR T T e T T
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Affidavit of Publication

State of New Mexico, -
County of Santa Fe

l' Ao N:. lOl' -~ bemg ﬁrst M mn,
dectare and s3y that | 3 d»%&n%) (Bdivor) of the__ Santa Fe

‘New Mexican , a daily newspaper, ‘published in the English
Language, and having a general circulation in the City and County of Santa Fe, State of
NewMemm,andbangantwspapadulyqnahﬁedwpubhshlegalnohwmdadm
tisements ‘under the provisions ‘of Chapter 167 'of the Session Laws of 1937; that the
publxcatxon,acopy which'is hereto attached, was published in said paperABEVUIMRREK
for__Ohe time RSN AHRE XA E IR SN IEE IR X |
themgularmofthepaperdmmgtheumeofpnhhcauon,mdthatdnmwas ‘
published in- the newspaper proper, and not in any supplement, xmoexossiscwesek for

e R one time BRIV X M XERX publication being on the
. 26%h _ day of Jamm‘ , 1944, skohoixapdds:
: BEEX K _damotx ey WE_; that payment |
1 for said advertisement has been (duly made), or (assessed as court costs); that the }!

undemgnedbaspasonalhxowledgeofthemﬂenandthmgssﬁfoﬂhmdusaﬁdawt

L PUBLISHER'S BILL . i 624 Mireng

naging Editor

L ; D2 fines, one time at §___4.16

S i | lines, times, $ Su-:scnbed sworn to buore me, this 0? é )4

- \' e 4.16 K " mié

; & - '\ Total . . . .. S_......_:__ | . ' Mm X/W

) | o ~ otary Public.

. \ Recuvedpaymcnt My Co/uufnssxon explres " -

B | * o JTE
\ By. L
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as the oil and gas regulatory body of the State of New Mexico, hereby

gi&es notice of the following hearing to be held at Santa Fe, Kew iexico:

ROTICT FOR PUBLICATION
STATE OF 1094 :EXI1CO
OIL CONSHRVATION COMnISSION

The 0il Conservation Commission, by law invested with jurisdiction

Case Nos 49
In the matter of the application of Loco Hills Pressure

- Maintenance Association, Inc., for an order covering the

Loco Hills Field, Eddy County, which is to include:

1. Dbasic allowable; 2. gas-oil ratios; 3. Pressure
maintenance plan embracing provisions for in-put wells.
Said application affects Order 339, the existing Loco ~
Hills Pressure laintenance Plan Order, the exception
thereto, Order 540, relat:.ng to the gas in-put well

S NIRRT Sult VP LS ST T %, WL ST P % Oy \mauvﬂ').'xnc_m et i e i
MEAD ML LWil ) VO VT M .lvo l+ :I vu WA LN LAY .

Order 484, the present order authonzing the rate of
withdrawal at not below 20 barrels of oil nor above.

40 barrels of oil per proration unit; and Order No.

250, the present gas-oil ratio order, sti.ll applicable
as to fields in Fddy Comnty. This case is set for

10 ofclock A.M., February 10, 1944, at Santa Fe, New
Mexico.

Any person having any interest in the subject of said hearing

shall be entitled to be heard.

direction of the Commission at its Executive Meeting January 24, 1944.

' The"foregoing Notice of Publication was made pursuant to the

Given,under the seal of said Commission at-Santa Fe, New Mexico,

on January 25, 1944.

SEAL

OIL CONSERVATION CO:ULJSIOM

FREITINEPTAE S S o S
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+ Toxsmome 720 . P. O Box 126
~ ~
. J, pxren Loco Hills o7, vaTEs
- ‘ ‘ o L . .o C. M. POPE, Jn.
BERT ASTON Pressure Maintenance Association, Inc. EMERY CANPER
FRED BRAINARD ARTESIA, NEW MEXICO A o

Tanuary 28, 1944

Stete Conservation Commission
Senta Pe, New Mexico A i

_Gentlemen: » !

Conservation Commission set out fiwe orders in regard to ths Loco Hilds oil
and gas field of Bddy County. 'l’nesq five orders defined the geographical
limits of the field, apmroved the loco Hills Pressure Maintenance Plan,
proviled for allowable of input wells to be made up from other wells on ths ;
smme bdasic loasy, provided that top oil allowable be granted two gas wslls,
and provided for a stq:plemsntal order in regard to resllocation of back
allowable; and

‘Whereas un@er»date ot J’annary 28, 1941, in Order 339, the 011 . i

Whereas undsr date of November 14, 1942 in Order 484, tlie 011
Conservation Commission provided a 30 berrel maximum allowable for a period
. of six months starting with December, 1942, It was further provided that
*  the Engineer's Committee of the Loco Hills Pressure Maintenance Assocdstion,
Inc., should meke application to the 011 Conservation Commission for meximum
rate of withdrawal for further periods of time but that such rates must not
be below 20 barrels nor above 40 barrels; and

Whereas the Loco Hills Pressure Maintenance Asgociation has, :
_sinco June, 1943, made monthly requests to the 011 Conservation Comrd ssion
for various maximum withdrawsl rates as provided for in Order 484; and ‘ i

Whereas the Loco Hills Pressure Maintenance Aggoet stion, Inc.,
heasg, within the pest several months, undertaken -Petroleum Engineering studies
of the field and, based on those studies, sdopted & new plan of cooperative
field operation; and

Whereas such new plan of operation provides for payment by the
Asgociation for thz use of input wells; and

Whereas such new plan provides fror use of Bassett and Birney gas
well, located on the@ SE/4 of section 11, T-18S, R-29E, N.M.P.M., as an
input well; A {

N )
/

!
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Stete Conservetiocn Comaission  Jenuary 28, 1944
Santa Yo, Row Maxico

-2 -

g Now therefors, We respsctfully request the 011 Conssrvetion
g Commission of New Mexico to gremt a hearing 1R order that evidence may be
pressnted for ths following propossls:
i, et the 2,000 cubic foot gas-oil ratio Jimi tation now in effect
? ‘ ‘ be left unchenged. ‘
' |

That the provisions for setting the n& ;
: r well per day be 1sft essentially es in Order 484. A mexiwnm lowebls of
{ _ 30 parrels per well per dey 18 requested for the nonth O

: q rovisions be nade for the loco HL11 Pressure Maintenance ‘ :
' cation to the ‘031 Con-

low 20 barrels 10T above 40 barTe

ST E
¢ . That the pravisionallo'ing other Wells on 8
CoaW meke sllowable of impud w1l bs rescinded.

‘ ~ data but not to be be
e basic lease 1O

CoR mhat, since the well i€ %0 be used as en _1;'9@‘:11,'3.:»& ad
1 roey St Q@E@Qﬁ O on 11, T-168, B-29E, HAML.BF.s no
allowat r wlls in £ield

g AR

e AR AN

Yours vory traly,
10CO HILLS PRESSURE MAINTENANCE ASS'N INC.

Fred Brainard, erotary-ireesurer
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REPORT OF ETEOUTIVE COMMITIER 70 THE STOCKHOLDERS
OF THE LOCO HILLS PRESSURE MAINTENANCE ASS'N. ING,

October 23, 1943,

The Executive Committee of your Association was delegated to meke
a study of ‘the opera.tion of the Loco Hills Pressure Maintemance project
ard to prenare recommandations ccncerning the future operation of that
projeét, The Emsculive Committee hired a Petroleum Engineer some two
monthe ago who hag since that time worked in conjunction with the Exec-
utive Committee in formmlating & proposal for the future operation of
the Loco Hills field..

Te findings of the Executive Gmittee are set out on the follow-
ing pages which cover the main questions which must be pcssed upon if
the prassure maintenance project is to be carried out in an orderly and
profitable manner,

Summing up thé findings of the Executive Committee the following
points are listed:

(1) To conduct £ield operations to promote maximum ultimate
recovery from the field as a whole, and to preserve the various equities

__in the field, 4t 18 desirable, if not. mandatory. _that a coon‘e‘rative R

plan of centralizcd field operation be a.dopted. 1f maxim:n o0il re-
covery is obtained, it will be necessary to either adopt the Executive
Committee Cooperative unit plan or the various equities in the field
will have to be completely unitized.

(2) The Execukive Gomittee recommendg that a cooperat:.ve unit
plian be adopueo. and that authority over operations in the ‘field be
vested in the Executive Committee of the Association who will in turn
delegate power to the Chief Engineer of the Association,

(3) The plan of ofganizq.iiori recommended by the Executive
Qommittee is set out upon Exhibit 1 hereto attached.

(4) To reduce expenditures involved in some properties of the
operators having a small number of wells in the field, the  lxecutive
Comnmittee advocates combining several of these leases insofar as
switching labor is concerned. FExhibit .No. 2 hereto attached sets out
some ten operators having a total of thirty-six wells, and also con-
tains tentative suggestion as to how thede various operators could
group the propertics so as to reduce the number of switches involved.
This sugeestion is to be carried out by the individual operators and
will of course not be under the Association.

(5) fThe Executive Committee recognizes the matter of injection
wells as of great concern and important to the stockholders and that
gsome change in the plan of injection wells is needed, theréforo a pro-
posal is advanced as a rccommendation by thich the Assoclation rould
reimburse the contributors of injection wdlls on a basis of 75% of
the value of the normal allomable. The guestion gf whether or not
75% is the correct percontage is of little concern to the Executive
Committee and should be decided upon by the Stockholdsrs in general,
however, the Executive Committce does feel that the plan should be
adopted. Exhibits 3 and 4 are a dotailaod brief of such plan,

(6) In the pressure maintenance ficld the gas oil ratios will
inevitably incrocase, in some cases, due %o injection of gas. In order
to meintaln pressure it is necessary to enforce a rather strict gas
0i) ratio limitation, therefore in scme cases certala equity ovmers
in the field »ill undergo & hardship. To alleviate such situation
the Executive Camnittee recommends the adoption of a plan whersby the
Association would reimburse such equity ommer, This refommendation is
got out in Exhibit 5.

)
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(8) The capacity of the present compressor is such trat approx-

imately three and a half million cubic fact can be reinjected into the
reservoir. At the present time amoroximately seven million cudic feet
of gas 1s being produced from the field. It is a recommendation of ,
‘the Executive Committee that additisnal ‘compressors be installed so as
to raise the capacity to such an extent that seven million cubic fect :
! of gas ¢an be injected into the =eservoir. The installation of the ,

i additional comoressors should cost avoroximately $80,000.00. Detailed
estimates are availabdle in the office of tho Pressure Maintenance
Association,

T P LT T ST

: j o (§) To help defrey the oxpanscs of the Prossare M:intenance

4 : ' Association, the Exocutive Committoe recommends the installation of

: : a gasoline oxtraction plant at an ajoroximate cost of $70,000.00.

; At tho vresent time Petroleum Engineering of Tulsa, Oklahoma, is check-

[ T ing the dosign of sach an installation and pre aring detailed epecifica-

~ tions and cost. Theso detailed figures will bo available at_ the time
the Stockholders! meeting reconvenes on Novembor 8.

! i 3
-J e ,.,Jg\ ‘Mg inmre the snccéss of _the. codnarative unit oneration plen o S
P certain suthority mast be vested in the Chief Engineer vho will be 3
directly responsible to the General Manager, who is also Chairman of
& the Executive Committee, =Exhibit 6 scts out a proposed set of rules
I . vhich delegatee éertain authority to the Chief Engincer and also sets
o 7 out the mamer in which the various oporators can appeal the decisions
of the Chief Engineer.

BT T 204D OF DIRCTONS.
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EXHIBIT 2

é’ i | » OPERATCAS HAVING 6 WELLS OR LESS

3 o _ Bassott & Birney
- : , Bo—ors
- Brainard-Guy
~ Oona, Gordon
; o Montgosory
i ) Bandal "
‘ Toxas Trading
.“:Ya-te." so P.

TR

PROPOSED COBITATIONS '“

w7 et T
T

. sucEm4l . SUITCHER # 2 STTICHRR # 3

Carper ,
Borers & Bowors
Aston & Talr

Bo_‘ & Birney
Montgomery

Texns Trading
Carper

Baml el

Cone .
Bassott & Birncy

gD, WA e e W S

DN R |
HoHDN

c

PRESEZHT SYITCHERS IN THE PIELD

PITRGEE PPN M AL

Loase-Otmers Suitchers

[ ) kv AL S AT S

(s hrghe 1ot Y

; Premier
! “doolley
§ Franklin & Aston & Fair
: Dixon & Yates )
_ , : Yates et al
A i Sallee & Yates

Carper )

Bowers (

Continentnl

8. P. Yates
Goptinental & U, Yatcs
Allen, Fatr & Pope )
R. W. Fair (
Montgomory

Dassett & Birney
Brainard & Guy

Banner

Sanders Boos. (
Mo-Tex )
Kleiner {

Cone

Randol ‘
Stroup & Yates )
¥iynn, elch & Yatus (

8‘ - R M RN e e
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EXHIBIT 3
INJZCTION 7ELLS

The in.joction well plan now -in uee in Loco Billes allows an opcrator
to make up the allowable for an injoction well out of other wells
on tho seme lcasc, In that case the opsrator seccures an immediate

fotuin on hie investmont as woll as ultimate good through pressure
maintenance.

Objection to this plaii is tbat the leese owner having an injection
voll will definitely be giving the surrqunding leases a free ride.

“he presonce of the injsction welliwill increase recovery on the

jmmedinto lease, thus, it is beneficial to have one, however, each
operator should participate in the sxpense.

One possible solution is adoption of a plan similar to the ome

in wee in Maljemar, That ie, for the Association to compensate

the ofmer of an injestion well on a monthly basis. Under such plan
the Production Engineer of the Association will be empowered to select
injection wells from time to time as the nésd arises and will have
aathority to inject gas into such -rells. The selection 7ill be based
upon detailed engincering studiee and ‘the Enginéer will make a written

report to the Executive Committee at the time of selecting a well or
mllao

_Payment to the ovmer of on injection well would bde made ty the Assoc-

fationly remitting 758 of the value of the normal allowable vhich the
-8ll would ord:lna.rily have.

The normal aliovable of the injection ven wonld be computed by the
Aissociation's Production Enginecer and mill be the average of ~ the
allowable of all producing wells within the boundary descrided when
mid points, between the inell in queat.ion and all surrounding mjec«-
tion wells, are connected by a series of straight lines, however,
said normal allowable shall not be greater than the v-ell was capable
of producing prior to its conversion to an injection well,.

As stated above, the association would pay 75% of the value of the
normal allowable, however, such 75% is to include all royalty and
ovor-ride payments. After all royalty and over-ride interestd are

‘met, the agsociation would compsnsate the operator up to the 76%

limitation,

7ith 20 injection wells and a 30 barrel top allowable the payments
for injection v ells could cost § 8093 morthly. Prorated against
a 3,300 barrel allowable, the as ent would be about 9,2¢ per bddvl,

This appears very high at first but it rust be remembered that it
merely arounts to a redistribution of funds among the operators
themselves. If an operator contributes injection welle in proportim
to his field holdinga he will break even,
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LOCO HILLS PRESSURE MAINTENGNCE ASSOCIATION, INC.

Artesia, Bow Moxico

rators

Allen & Fair

Aston & Fair
Banner 0i] Company
Bassott & Birney
Borers & Bovers

—Prainand & Cuy-

Bright & Gordon

Carpor Drilling Co & C-M-T
fone, Gordon

Oantincntal 0il Co.
Continental & 8. P. Yates
Dixon & Yatos

Pair & Bri ght

rdix‘, R. e -

Mynn, Telch & Yates
"'anklin Putr(’lem 00!'9.
Priondhhip 011 Go
Pronklin & Yates

Brayburg 011 Co.

Kinfolks Trust

Mc-Tex Sunply Co.

Premier Pétroleun corp.
Bandel, O, H,

Roge City 04l Corp.

'Sallec & Yates

Sandors Brother

Stroup & Yates

Vooley, R. R,

Yates, Harvey E,

M, Yatece & Continental
Yates, 5. P.

Yates, ot al

Fair, N.N. & ¥, Brainard

Total Association
Total Cutside Assoclation
Fleld Total

SUMMARY OF INFUT TELL

PROPOSAL
Actunl Probable
August Bune
Buns with 30
in dbls Top

2588 2588
Soéb 5921
481 481
4582 4372
761 930
- 2848 . 3007 ..
321 321
29569 3427
2200 2200
. 4487 3927
2000 2000
6504 6975
768 930
.70 930
1357 1357
13669 13640
765 930
769 930
780 930
855 930
1640 1640
- 8335 4619
257 267
. 460 460
4486 4185
3956 3956
1939 1939
2344 2790
261 251
3076 3720
2750 2728
3054 2790
233 2133
87098 88094
9086 10802
96184

98896

October 28, 1943

178
256

342
251
266

196

$ 8094

Oredit

" for input

wells in
dollare

%6

97
492
47
605

1740

605
485
420

606
193

$ 8094

N, arv e e Byt bR £ AT AT e s Ak
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EXCESSIVE Qa8-OIL RATIO BRULE
' ' EXHIBIT 6

VHERBAS:T 'The loco Hills Pressure Maintenance association, Inc. 1s
a cooperative enterprise with the main purpose of injecting gas into the
Loco Hille field, so as to maintain bottom-hole pressure. The issocia~
tion has eretted gas comoressor equipment and contorplates installing
edditional equipment to enable it to reinject rceidme gas into the reser-
veir, the cost of compressing and reinjecting said gas costing approximately
5¢ per MCF for operating expenye alone,

q"mus Some wells have already developed high gao—-on ratios,
and in the future other wells '7111 \mdaubted).y develop high gas-oll ratios,
the resalt being production of gas beyond the capacity of the Association

eqnipnent.

VHEREAS: To reduce the total gas produced from the field., the
operators have voluntasily aecepted a gas limitation rule vhich limits
the volume of gas produced from any ono well to that volume allowed
to the highest allowable well in the ‘field. Such rule effactively
reduces total gas prohction and ledds enphasis to gas-0il ratie control.

In gome cases the gas-oil ratis_eannot ha covrented amd -dp g prosstrs —

naintenance project the’ ratio of cach well will necessarily eventually
becone excessive. Enforcement of a severe gas limitation rule is to the
definite benefit of the field as a vhole, hesrever, such enforcement can
% very objectiona‘ole to the royalty and lease omers in a field having
diversified ov:aréhip,

'I'HERB?QRE To coupensate the’ operator for a severely penalized
well, to prorote maximum recovery from the field as a vhole, and to
prevent unecononic cotpresaion charges per barrel of oil produced,
the herein described compensatory scheme has been adopted,

1. The Aesociation's Production Engineer will have
authority, after naking a careful study, to shut in any well having
a gas-oil ratio in excess of 7,500 cu. feet per barrel, The execu-

‘tion of such an order will be promotly reported to the Exscutive

Cormittee by means of a written report.

2. The association's Prodauction Engineer w1l prepare
an evaluation as'to the future recovery possible fo obtain fron' the
shut~in well had it not been closed in. Such evaluation will b. sub-

‘mitted to the Executive Committee for subsequent approval by the

Association,

3, ‘e Loco Bills Pressure Maintenance Association, Inc.
711 reiburse the oner of the shut-in well by making monthly pay-
nents at a rate amounting to 76% of thé crude price and based on the
penalized allowable using the gas-oil ratio at the time of closing in
the well, except that the allomable so used shall not be less than
10 dbls. for each allowable day. The payments vwill be made until the
operator has been credited with the amount of future recovery estimatéd
by the Production Engineer and approved dy the Association.

4, The Operator shall have the option of testing such

a closed in ~ell at the ond of sach six month period and of producing
the well 80 long as the gas-o0il ratio remains under 7,500 cu. feet per
bdbarrel of oil . At such time as the ratio again excee‘ds 7,500 cu.
feet the vell will again be closed in and paynents resumed by the
association, A new evaluation will Not be made aftor such a flow
period but naynents will be resumed on on 4he basgis of the agreerient
made at the time of originally closing in the well,
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PLAN 108 COQPERATIVE FIELD OPEKATION
- LOGO HILLS FIELD '

Jnthority over producing operations of all properties included in
the Loco Hills Pressure Maintenance dssociation shall be vested in the
Exocutive Couniittes of the Board of Directors of the Loco Hills Pree-
sure Mainténance .ssociation.

. The actual operation of the various properties is to be handled
by the osmers as at present, however, operations, insofar as producing
of crude oil and gas are conéerned, are to be carricd out under the
direction of the Executive Cormittee or person designated by the

 Executive Corittee,

Should any operator desire to protest a decision of the Executive
Committee hie shall have theorivilége of asvealing to the Roard of
Dirsctors of the Loco Hills Pressure Maintenance Asgociation, "Inc. at
tine of the regular meeting of that body.

To supe:7ise producing operations of the Loco Hikds field and to
supervise the pressure maintendnce program, the Association shall hire
a Petroleun Engineer to serve in the capacity of "Chief Engineer® of

the Loco Hills Pressure Maintenance Association, Inc, The *Chief Engineer®
w111 repor® directly to the Chaiman of the Executive Committee and will
be charged 7ith such respcnsibilitiss as may be designated by the Chair~
nan of -the Executive Cormititee. Certain reaponsi'bllities which ehall

be designated to the "Chief Engineer®, al though not mecessarily the suly
ono, are listed in thc foliovwing topics,

1. The Chief Enginger will compute the volumes of gas to be in-
Jected into each injection well and will direct the Plant to follow such
procedure,

2. The Chief Engineer will select injection wells as needed to
properly produce the field under the pressure maintenance program. 1In
tue selection of injection vells the Chlef Engineer will give proper
consideration to the varicus theoretical engineering aspects and also

~glve weight to equities 80 as to reduce, insofar as possible, inequita-

ble conditicns.

'3, The Chief Engineer will direct the execution of the MInjection
“ell Plan" as approved by the Stockholders of the Loco Hills Pressure
Maintenance aAssociation, Inec.

4, The Chief Engineer will direcct the execution of the MExcessive
Gag-0i1 ratio Rule" as asproved by the stockholders of the Loco Hills
Preossure Maintenance Association, Ine,

5, The Chief Engineer will be responsible for the taking of the
official gas~o0il ratios and ~ill report such ratios to the New Moxico
Congervation Cormission for use in the allocation of oil allowabdle,
An officigl ratio survey is to be taken approximately three times per
year, but the exact mumber of surveys is to bde detemined by the Exec-
utive Committce. .

6. The Chief Engineer will be responsible for the taking of
botton~hole pressures. A complete ficld survey is to be token at
least twice a year and oftener at the discretion of the Exacutive Con-
mittee, The Chief Engineer will notify the well owmers to place their
wells in proper condition so that a preasure guuge can be run at least
15 days prior to the time tha presaire is to be secured, In case of
punping wells or flowing wells having devices preventing the running

of a prossurc gauge, the botton hole prossures will bde secured by the
a8e of a sound-vave deflection recording device such as the Echomster.
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7. The Chief Engineer wmill propare operation schedules
setting out time and method of producing cach well so as to soccure
the sptioum 01l production with the optimum gas production and to
ingove &n evenm flow of gas to the plant,

8. The Chief Engineer wiil study the infividwal leases and
'vells and 7ill reconmend remecial or correétive work to the ovners of
; wlis. VUnder ao circumstunces shall the Chief Enginser have

»am‘n ity to direct a well owner to urdertake remedisl or corrsctive

7orks other than soch work as is neeessary to permit the ta:ing of
bottom hole pressures and/or gas-oil ratios.

"9, The Chief Engineer will be responaible for the Artesia
office of the Loco Hills Pressure Maintenance Association, Inc.

10, In order to carry out the obligation of the operator
to properly produce his wells to prevent —asting of gas and to deliver
proper flov of gas to the plant, it is agreed that the chief engineer
ghall report to the Executzveco:ﬂmittee any wéll permitting the wasting
of gas or vhich fails to deliver the‘proper amount of gas to the system
and the Executive Commi t tee ghall” morize the Engineer to order said
well $o be shut imantil such practicen are remédicd, In the ‘evont such
an order is madc, end the operator fails to comply vith the order, then
such operator shall not be entitled to raceive any payments from tho
dssociation for injection wells and ahall not be entitled to recoive
any shares of stock or any other privileges or bencfits 80 long as such
harmful practices are contimed, If an order is issucd by the. Bogineer
to shut in a well, the Engincer shall serve a written notice apon the
operator by delivermg a copy thdreof to the person in charge of the -
wells for the crperator and by mailing a covy therﬁfu 1o the office of
the operator as shom by the bodks of the A.ssociauon. Such notice shall
state the well to be shut in and the practices vhidh are objectiona‘ble
in thc opinion of tho Engincer and the steps required to corréct such
practices. The operator may appeal any such order to the Exccutive Com-
mittec and[or to the Board of Dircctors, ‘

EXHIBIT ?

~BUDGET -~

DISBURSBMENTS | . RECEIPTS
Operating Expense $ 5,000,00 8¢ per bbl, (for bank) $7,200,00
Bank Notc & Interest 7,200,00 * 74 per bbl, for imput 6,300.00
Inpat wells 8,100,00 S8ale Gas & Bu::}aés) 10,500.00
Wells shut in 1,800,00
$ 22,100.00 $ 24,000,00

* Repayment of loan to bank ~ approximately four years,

A e
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s * BIFORT T1E OIL CONSURVATION CO2IISSION

F THE SYATE OF IT0W FEXICO

IN T l«. e ﬂt 0. T"“ EUARING CALLSD. BY

THB OTL (‘0‘ SURVATION COMMIISSION OF THE

STAT® OF N7 i%%ICO FOR TI PURPOSE & . . : '
* COVSIDIRINGY | CASD. 49 % PTBT PR

‘ _ ORD"R oY 562
THR AVPLICATION OF LOCO FILLS TRISSUIE )
PUS AV Assocmnon, INC., FOR AN ORDER - ‘ y
COV'RIFG 9% LOCO EILLS FINID, TDDY.COUNTY; . | o

| EICGE 18 .70 n'cum: le¢ BASIC ALLOVABLE; 2e
GASwOIL “ATTOS§ 3¢ PRUSSUNE MATLTTNAKCE PLAN |

'~IB RACING "KJVISI\)NS FOR IH—‘PUT '!" LLSe

ORDER OF THE COIMISSION
BY Ti% CO:TUISSTION: - = -

" This causé came on for hearinb at ten otolock Aells, February 10, 1944, at Santa
Fe, Yew ilexico, before the Oil Conservation Commission’ oi‘ Newr hexico, hereinafter

: roferred to as the' "Cbmission“o‘

-

NOT, on this 24tH: day of }S“oh; 924, the Ccmmss:n.cm h&ving before it for

- consideration the uest:lmny adduced at the hearing of said . caée a.nd being i‘ully’
‘8, Gnsed in the premises; .
IT IS TFC.‘.; O?E 02DERED3

"'hat tbe order herein shall be Inown as the:

) "Loco 4iLLs % SSURE :L:m“ SNANCE PLAN ORD"R"

. SECTION'Ye (2) The project herein shall be kuown ‘as the Loco B1ls Pressure

Haihtenance Plan and-shall horeinefter be roferréd to as the Préjecte’

.{b) The Loco Hills Prest'we }ainicnence l&ssoc:.at:.on, Inces: shall hereinafter
be rof‘e‘rred to 'as the Asfooiatione .

BECTION 2¢ That the. Project - area sha 11 bes
" ‘Toénship 17 South, Renge 29 Basts s«s, of Séction 32, S3STE of Qection
‘35, and S, of Scction 36e To*mshw 17 SOuth, Ronge 30 Last, WiNEEy

20 fnd s% of Section.31 and & and YRS of Seotion 32, Township 18

South, Range 29 Basy; xl.-l.‘Of Secta.ons 1,2,3,4,5 and ¥ 'ﬁ- of Section 6,
A1l of Sections 8{9,10,11,&?1%, SQK}» g of S2ction 12, }P]*Ng of
Seotica Vag WelWRS . WsWRof Section” 15, ¥ of Section 16* and the
l% of Sec,’ci.on 17. mmshlp 18 South, Ranze 30 ?‘ast; BN‘, of Section 5,
ALl of Section 6, and 7E: of Section 7. -

S2CTI0N 3¢ (&) Thet the input wells now in use and hereby authorized
arc as follows: . -

Premier Pect, Corpe Beeson Fe? - NN 31wl7~30
Aston & Foir Scheurich Ste 4 KBS 22-17=30
Fr anklin Pets Corpe Codnedge 4 NIE 5-18«30
F:rnklin Pets Corpe Yotes 6 SINE  6=18=20
Yates, et a1 -~ . Yates 1 NiST  6=~12=30
Fronklin Pete Corpe- Ballavd Bel NiNE 1=18e29 :
. Sallee & Yates " State -4 - WHE 2~18a2¢
Continental 011 Co, State 1w . SESE 2-18-29
Continental 0il Coe Travis 1 SESE 3~18«29
Se Py Yatos "Brainard 3 NES"E( 3=18-29
Sonders Brose . .Guy, F=1 KENE 9«18«29
Senders Brose fhller 1. IENS  5=18=29
tewTex Yates 3 NfS%  Gwl8=29
G Gordon Comc. .~ . Langford 1 NiST 91829

troub & Yaocs T T Travis 4 - NEMY 17-18w29

.‘I (_
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(b) Thot the use of any of aid 1nput viells rmay be discarded with consent af._
the Commission, ond, with the opproval of tho réspective well ownors, the Assoclatiog?
through its sseretary or other authorized agenty may scloot other ,input wells within
tho Projcct aron by application to tho Comission for its consideration of approval
administratively without further notice and formnl homring thereupone

(c) Thot ony gas woll within tho Projest vith the consent of the ovmer moy bo
usod for cyoling in the projoct upat application by the Association, through its
secretary or other outhorized’ ‘agont, to the camnission for its consideratim of
approvol o dministratively ¥ii thout fur%her notice and 'formal. hcar!.n.g ﬁxempon. '

~ SECTION 4¢ That tho top unit alle: a'ble rote ‘of withdrowol of ‘crude oil por doy

‘proration wit, including beck allainbles within the Projeot aron, sholl be not less

than 20 barrels hor over 40 barrolse * The Assooiation, thréugh its sesretary or other -
authorized agont, not lator than tho 25th day of the month, shall moke application

to the Commission for its anprovol for the meximum rate of withdrmml Wwithin the
limits nored for tho onsuing proration meanmthe Such dpolication shall be considered

~ond acted'wion by the Commission administratively without further noticc ond

formal hearing thercupons '
SLOTION-5e (@)  That the limifing gas-oil ratio in cubie fcet per barrel for-

$odo Hilla Ficla shill'be: 2060.(\1 soo bl oy i85LY)

(b) That the system of ges=-611 ratio ‘cftio1 shall be of ?élmnetrio ‘sontrol

whereby the current oil allowchble for a proration umit under nﬁy apphc ible prioration

~order.is ndinsted by receen of *"aucun@, ::tu.d limiting rovio in aceordunce with the -

follamng fonmla..

~ (¢) Any proration’ unit with o goseoil ratio in exeess of sadd 1imiting ratio

sha.ll bc permitted to produce daily that total volume of 0il which, when ‘maltiplied
by the goseoil ratio of that unit, will result in o total gas Volume that does not
excecd the ourrent top unit sllowable Eimes scid limdting gas<6il ratioe

(a) - A marginal unit, cven though it be a gas well, shall be permitted to
produce the -same total wolum of gax which it would be permittcd to produce if it
Woro a pon-marginal unite

e) The production of gas from cgas viell for cycllng asprovidod in 3 (o) abovg

- oxcopted from this sectione

SECTION 6e That' the followlng orders aro hersby repoalod: 339, 540, 484 and
order 250 insofhr as said lotter ordor is in denflict with the ordexr herc:.n.
' S3CTION Te. That this ordcr shall become cffective on the first day of tho

_preration month noxt sucgcpdmo- the moxth in which scid order is adoptede

| DO AT §°NTA FE, NS IEXICO, on tho day and year hercinabovo dcsignatods

OTL CO¥SERVATIOF COMMISSION
(SGD) * Johr J, Dempscy, Chairman

(57AL) ) ' (seGD) Jonhn Mo Xelly, S cretary

BT0RE TiE CIL ‘GONSBRVATI‘OXY COIfISSION
OF THY STLTE OF MWiT HIXICO.

I TH: UATTOR OF B HUARTIG CALLED BY
TR IL COUSEVATION £031 ISSION QF TH: .
STATE OF W77 :3:{ICQ 7OR T PURPOSE CF '
COISIDIRINGs . CLSE 10 46

' .ORDER NOe 563
THE APPLICAT IO ox~‘ THZ GUR. OIL CORPGRATION .
TG COMITCT 'TO .PIPE LL;E AND RUN CONDLFSATE
FRO:: ITS WRST GRIM:S M0s 4 LOCATED I THE-
NORTHUAST QUARTER OF THE NORTHEAST WARTRR
F THZ NOUTHIST, JUARTER OF SICTION 32, TOTHSHIP
18 SOUTH, RLNGL. 38 ©AST, HOBBS POOL, -
NZIT MiXICO,

o D°R OF THE COIPIISS ION

— -

BY TH” COLI32TONs
This causc eame or for hiaring at ton o'clock seMe, Ausust 3, 1943, at
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“Sante Fo, Hav texico, beforo the Ofl C.onscrvation Commission of MNow lexico,
horcinaft:r roforrcd to as tho “Commis 1on .

07, on this 24th oy & Morch; 1944, the Commission having before it for
considerotion the tostlimony adduccd at the hcaring of sold caso and being fully
ndviscd in the premiscs, the Camission findss

o ELINDIEAZ

1e That the Bycrs Pool in the g»nero.l structure oi‘ the Hobbs Ficld, is a

reservoir contcd.nmg ru importont common socurmlation of naturel gas, is sompletely
scpar atcd from cany zone now producing in the lmite Crystalline Lime belaw, thereby
constitu‘binb the Byers Pool, a scparate pool vz:‘l.tl':in the meoning of the basic 01l
Consorvation Act as omondode

2¢° Thut the Gulf 0il Corporationsiest Grimes No. 4, in the BNV Section 32,
185385 § has been completed as a gas well so as to produce from the Byers Pools
Said well is producing large gquantities of gas, 'being benefiocially utilized for
fuel purposess :ith such gos production is produced at the surface of a substantial

quantity of water-white liquid hydrocarbons of high gravity and of a highly volatile
" BAtURSe ~Sald well is-preduced primarily for gas, the production of said liquid '

hydrocarbons 1s inc:.dental to such gas productione

3¢ On the same 40=gcie tract is Gulf 01l Corporation=iest Grimes Well Noe 7,
producing fram a reservoir, predomimbely 0il, in the “hite Crystdlline Lime
boloaw ~he Byers Pool sham om the prorationschédule as Unit ¢ and as a non-cmrg:lna}
unit producing the full allowsble of crude petroleum oil under applicable

proration orderse
]

I IS TN LJI‘OP" ORDTRZED1

: Ae That the pool in the 3500 to 3800 ft. dep’ch zone shall be designated as
the Bycrs Pool in th Hobbs Fielde

Bs- That Gulf=0i1 Corporction=iest Grimes Yell Nos 4 shall be permitted to .
produce and merket said viater-white liquid hydrocarbons in whatever amount produced
in the monner sct cut in 2 above, -notwithstanding eny proretion order or gas-oil
ratio .orderj provided that the gas thus produced does not exceed in volume 257 of
its oven flow potential o.nd is utilized comrercially for heat, power or leanse uses

‘ Ce That C'ulf Oil Corporatzon—- ‘est Grimes ¥ell foe 7 and tHo pr oration of its
prodnction to its corresponding Unit ¢, as set out in 3 above, are unffected by

this orderse

That this order shall become effective on the first day of the proration month
next succcdding the month in vihich said order is andoptedes The production and
merketing of sold wabor-white liquid hydrocarbons from scid ¥Hell Noes 4 theretofore
are ratified and confirmeds Reservation is mnde herein for a fiml order on
condensate a.nd/or distillate production upon further hearing as provided by lawe

Done at Santa Fe, Mw ibxico, on the day and yoor hereinsbove designatede
OIL COUSHERVAYIGN COIZ{ISS" Q¥
(sep) John Je Dempscy, Chairman

(sAL) . (seDp) John 2, Kelly, Secrctary
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Seventeen.

In what part of the £idld ave your wells 1ocatedf

3Y MR. SAULTRS: |
I would ¢21l it the western part,

BY MRl WATSCN:
Are you a member of any Commitive or any particular group in connection
with the Association of Loco Hills paintenance Association at present?

BY MR. SANDERS: )
What they call the Fxecubive Commithee,

¢
BY IIRe WATSCN:
- ho 21rc the other wembers?

BY LiR. SANDER3:

-~

Enexy Carper and Berb Asbone

> f
AT VA e T
BY 1. WATSON:
s Pari 13 ay w4 ~ \ oorvs £ 3 .
Jou are familiar wilth: the .purpose of -thig weabing?
, o
BY MR. SANDIRS:
Yes sire
L OTR, WATSCH:
> ~ 2. ey v R, P PR S ' 3 T
With regards to “he procedure vegerding on inepub well 2llowable, I
: . - < - TP, vs i
would 13ke to ask wou if you wars prosonl ot the slinckhollore —2oting
4 ar Y
Mich the pro rebicn. plan vins Jiasenisens
- STy e
SL 7.“- SI\.XIL‘;:D:,/:
{ce 5iTe
{
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DL iilve 1ral .
- pa N A PR
fn c‘t LCL.LU [NEUE IR e 3 S
v o AN yre,
jP R S AN U R I
.. ; [10 e B T = . PN T L T o O o -
PERC TR VL SIS NI 51 ouwin e 2] 2 (SR b U L2OE (RN R LSRR E,
. . : ] e -n
et owells o Ving ap oo le syoduntion out o of e obber nilag
-




-
H e teamrat
Loiote aaAaliuhh e

3

Fake up allowahle oil sexlneohion?
Y [iE. SALDIRS:

sess aach nan &o omch pey bareel,

They wanted te discand

~t
>y
\))
e
b 3
ot
=
=

and put the in-pubt «ells wheore they balong end not put an overload on
The other wells, take cil out for those, ’
BY 1. WATSON: |
‘Generally speaking, do the operators feel the plan for making up
allomable has been detrimental?
BY 1R. SalDLRG:
We felt it was a failure, two things against it (1} tried to pick the
well which had very low production which ordinarily would be a tight well,
(2Yor pick a well on a lease where other wells would make up the allowable
wore or less taking it away from the éngincering dépawtment, wWas very

unsuccessinl.

Does the Association at this time have an engineer working on these
problemns,

Y IiR. SAHDERS:

»3
=
@
o
o
(V]
L ]

tire Sheldon?

LT R
e

SY 1R SAUTERS:

eyxF mers e e
:'__)‘:_f RIS '11'.'1

IS JR IS 1 AN N AN - .- R T +

With regaris to the 2,000 cubio foal, Jo.you Yrow 10 tha cnerators

3 Eal . . L. 1o

ave in favor of contivnging Hnty
T DA TN o
e L e DRIIMELIWT e

A S 202 o~ ~ - rea- l ~~ (RS S s g e 4 I~

Najority of them sre. Very srall rereentage wey ot ba,
SALANE 2 e ol TAM At
3Y i, TTATSCH:

s 4 P | PR Sy} arey b I PO I ¢ °

dith veprsris do avialinr Allawahle 57 30 havrcls el nof Teos thon 92, e

ta - ’ N ) 1 - > L. Y I N - ~ 3 A > M ’

pore thon 47, o you boow LD rost ol the oparebors 2ra in Thver of Yhahy
R Te > B o % ey
L u%e D S

o - - RORS [T N
1 wouls say anrity of Yhen e,
,
.




Y ¥Re Kullys
Mre Sandersy ab your operahorst posling whalt percentage of tha monbers

vigre present?

I believe ninety=two, or two porzent not rop
itive which.

BY iBe KVILY:

AL that mesting ‘he Associution voted b€ request the Comalssion to carry it
5 at ’
: out/the call of this hearing?

BY IR SANDERS: | | ‘ ’ :

That is right.

Y iHe KELLY:

o

Cn 30 barrels allowable, approximabtely how many wells wmake 20 barrsls in

that section?
S  BY }R. SANDERS: .

: ’ - Tioonddntt omeban that ~ jy own would be dern fow.

f '}hu Ve Pe Sheldon =
] being first duly swom o tell the bruth, the wholo trath, and nothing ’
out the truth, testified as follows: :
BY !R. WATSON:
: Wwhat is your occupation?
R ) © ny R sAeLoON: )
' : Petroleum engineer, 4 ' : ¢
TR RIS+ € TR :vie--- L
What cducation have you had in jour occupation?
! © BY iizs SHELLOL: “
g Granind a degrex I geologr ~% the Univorzsity of lighmaske,
3Y 1R, WATSOMH:
iab yenYyy
3Y M. SHRELICU
193/
BL IMP. WATSCH:
“Mah practical orpevieanc: in pobroloud
BY ViRe SHWLLNG ¢
L nove wortod 1 fobrolews mugicesiag ond potenloun ooclogy Tor the pach
nine yoors in How pnmice ant Mag,
.~’,;..
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R, SHULTON:

M MATSOL:

Hove Jong

Chiefl enginchr,

o

During that period

records of thie Associations

I have, yo5 Sive

mould 1like o as

naps for this hearing?
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Re WATSON:

IR« SHELDCK:

things - (1)
sioner of New lxico. (?) outl
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