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THIS !JBJ3ud,xgM OF AGSUSS&UT ijade and entered :.,\tc ae cf the 1st day of 

Jc.auary, 193».. by and between the undersigned owners end operators of oil aad saa 

leases in what ie known as the Hobbs Oil Pool or Fiel-i. in Lea County., Kew 2£exJcos 

covering land's in Townships 18 and 19 South , Ranges 37 and 58 £asts joined herein 

by t: s Ceaauissiouer of Public Lands of the State of fiew Uex.ico. representin*' the 

.mineral interests of said State in the lands belonging to the State and affected by 

thifc agreement a l l of the parties herein acting pursuant tc the provisions of Chap­

ter 13g of the Laws of New Mexico ©nactad at tbe Ninth Regular Session of the Legis­

lature of the State of Kew &exico„ 

tflTKESSEEH THAT KiEREAS the State of Kew Lexico is the owner of certain of 

the landa embraced in the said Hobbs Pool and the other parties hereto are the owners 

respectively of producing oil and ga3 leases and/or oil and gaa leases upon lands lo­

cated in the present and probable oil and gas producing area in said field : and aaid 

field contains a large potential oil and gas producing area now capable of producing 

lar^e quantities of o i l , and the parties hereto recognize that the daily quantity cf 

oil that can be produced froa aaid field for a conaiderable period cf tice will be 

largely in excess of the amount that can be marketed and transported through the avail­

able transportation and isarxeting facilities from said field.. I t i s the concensus of 

opinion of a l l parties hereto that a program of unrestrained drilling and production 

would result in a serious waste of gas above ground and a waste of both oil and gas 

underground and that an extensive storage program would be necessitated resulting in 

large loss to the operators and others interested, including the State of New Mexico. 

I t i s , therefore, believed to be in the interest of a l l parties hereto and of a l l 

royalty owners in the land involved,, and in the interest of the furtherance of con­

servation and the prevention of waste of oil and gas that the allowable cutlet of 

o i l from said field to market be prorated on a fair and equitable basis as herein­

after outlined among the several parties hereto owning and operating oil and gas 

leases in the said Poole 

XT 13 THEREFORE AGREED: 

1 0 For convenience and brevity the following definitions are agreed upon: 



(a) AB far as >-osaJble„ the field shall be divided ii.*;c fortv (40) acre 

tracts in the fern cf a square, constitatiu* re.Oilar subdivisions cf secti c-a? accord­

ing tc the Gover-caent aurvei'a•. Sac'; such tr*ct shall ce censiderec a unit for the 

purposes of proration hereunder I f it should develop that there are tracts of land 

owned by individual operators or lease holders constitutV-iz less than a unit as above 

defined or in such £ovu. aa not tc constitute a unit as above defined, then ths Gen-

eral Coccdttee hereinafter constituted is hereby authorized to create and outline 

fractional units or units of a fore other than a square9 and the parties agree to te 

bound by the action of the General Ccraittee in so constituting units or fractional 

unit3c 

(b) The daily potential production of a well i s the quantity of c i l said 

well i s capable of ^rcducin^, as hereinafter deterainedt during a period of twenty-

four (84) hoiu-s i f pulped or i f operated naturally under usual methods-

le) The average daily potential production of any unit or fractional unit 

shall nean the average daily potential production of a l l wells thereon obtained by 

dividing the aggregate daily potential production of a l l wells on such unit or frac­

tional unit by the number of wells thereon„ The average daily potential production 

of the f ie ld shall be the sum of the average daily potential production of a l l units 

and fractional units in the f ield, 

(d) The daily allowable runs to cocaion carrier pipe lines or other market 

faci l i t ies for any party hereto during any proration period as herein provided shall 

be the amount such party is entitled to run dally from a l l unite and fractional units 

owned by such party in the field during a given proration periodo 

(e) Beginning at seven (7) a.,m« o*clock on the f i rs t day and ending at 

seven (?) a»m. o'clock on the sixteenth (15th) day cf each montht and beginning at 

seven (7) a,£o o*clook on the sixteenth (15th) day and ending at seven (?) a-Qo 

o'clock on ths f i rs t (1st) day of each following conth shall be taken as the pro­

ration period; provided that the General Coracittee hereinafter constituted ia here­

by authorized to constitute each calendar month the proration period, 

2. The parties hereto name and constitute the following as a ccjaaittee to 

be known as the General Cojanitteee whose duty i t shall be to carry cut the details of 

the proration program herein agreed upon and the other provisions hereof: 
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- .1 

Gett;- o i l Ocmr-asy 

S ?»- jciidersca 

J K SuiTsar. 

£ A Ltadr&t'n 

C L Gladden 

f» c uocdj 

Glen Bish 

Barl Cunnin-jhan 

Glen Harr-'un 

Lloy J .icble 

H 3, Soiling 

J C- Crealen 

A; McCorkle 

G« Sc "imager 

h , J, Bavley 

L. 5 Barrows 

T. A. Hall 

T J „ Sweeney 

h&rrv- <# Walker 

Gypsy Ctl Ccnpsny 

Kuiaui* Oi l 4 R«fin*r.« Conpany 

L&nlrath Ir?Auction Ccvrxn'jitioi* 

ItaavHoli- ~et:-cleui- Co^psr.y 

tUd-Coatirent J-e';'•cleur. Corporatic.-n 

Ohio C i l Ccapany 

Ci l Weli B r i l l i n e Company 

Repollo Oi l Coitpa^y 

iiaaed&n Oil Corporation 

Shell Pstrclsuu Coi'poratic-r. 

Skelly C i l C:ruauy 

Stancdirji Cij and Gu.s Ccvpany 

Texsa Pacific Coal £ Gil Coapany 

The California Conpany 

The Texas Co'apeiy 

Tide Sater Oil Ccjspany 

Twin States Oi l Conpany 

Halker Oil Corporation 

I t ia understood aid agreed that any party her.»tc say substitute fo r the 

representative cf such party above noiaed sons other representative,. by not i fying 

a l l the othor parties hereto i n writings This Cojaaitte= ahall have the powers eud 

f i c t i o n s hereinafter set f o r t h . Said Couirittee shell select i t s o«i Chairaan. 

3. in. Executive Coux.ittee is hereby constituted, conyossd of L . X. Barrows, 

J\ C- Oreeden; D B« Collins, E Landretfc, h, B-. Lar-ih, a. i i . McCcrkle^ 7, R„ 

3uEjan, 3. r, Anderson, and ham-- 1 Halkor, ano Vie CcjxJLsBioner =f Fublie Lands 

ta*. the State Geologist af Mew Ljsx.co. whose cralrnan shall ba the chaixcan cf the 

General Oa-nr:ittee, which Caciuittee. subject tc the control of the General Cowaittes 

abova naiaed, ahall be charged with ths responsibility of carryxne-: out the details 
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of ths proration pro^raia herein agreed upon -Uid shall .-̂-̂e the duties hereinafter 

nsaod-. ?acancies 'n aaid comtiittee shall he filled by election by the General 

Ccstiittsa rtny partv hereto way appe-ii frcoi any actio.-: cr decision taken by the 

Executive Committee hereunder tr, the General COM. I t tee-

4o (a) Ths parties hereto ncree to prorate the allowable outlet for oil 

from said field upon the following basis: The Umpires as provided for in Paragraph 

129 shall determine the avera^* daily potential production of the field and of each 

producing unit and fractional unit therein on the basis of gauges or other tests as 

hereinafter provided and under the direction and control of the Executive Cptinittee 

at such tines as may be decided upon by said Executive C02Eiitteeo The Executive 

Cocmlttee shall also ascertain from time to time the allowable cutlet and/or fair 

proportion of the state allowable tc be allocated to this field, and stall recommend 

such fair proportion to the State Oil Conservation Corauiasion for its adoption* 

ALLOCATION OF ALLOWABLE OUTLET 

(b) Except in case of water units as hereinafter defined,, the field allow­

able shall be allocated among the various units on the following basis: One fourth 

(1/4) of the daily allowable outlet from the field shall be prorated among the several 

producing units and fractional units without reference to the producing ability there­

of, each fractional unit participating to the extent of its prorata part of a full 

unito The other three-fourths (3/4) of the daily allowable outlet shall be prorated 

to each producing unit in the ratio that the average daily potential production of 

each unit bears to the average daily potential production of the field; each produc­

ing fractional unit shall be entitled to the part it would get as a full unit on the 

above basis multiplied by the fraction obtained by using the number of acres therein 

as a numerator and the figure forty "40" aa a denominator. In the event special cir­

cumstances should arise under which the division of allowable outlet as herein pro­

vided should work an undue hardship upon the owner of any unit or fractional unit, 

the Executive Committee is authorized to make special adjustments after hearing upon 

notice to all parties concerned; and, subject to the right of appeal to the General 

Committ^es such adjustments when made shall be final and binding upon a l l parties 

heretoo 

5e Water Units 

commencing January 1, 1936 and beginning of any other proration period there-
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avor^jft ui.it potential . ;-aay opera-tOi ;cat rciliL..-. anch - i t e r ur.it dasirin; t. chuafe 

tha method cf v.llecati :-a shall dslli 'ar to t! a ha.pire r tafors the iOth day of 

any calendar -aeath a written recuest fo r % chants ia t l l cca t io r - which request shall 

also coutuia necessary data to .-.callf*- such unit -as-; a "Sater t ' n i i * an hereinabove 

de f ined 

The allocation to each unit hi the iiobte i-col shall f i r s t he confuted exact­

ly as proscribed ia Paragraph 4 (hj ; . f 5:0 .-. A;.;ree. eat viz... usiar 25£ as the acreage 

factor and 75;* as the potential factor ,» sscoud cor.::-vt»ticn a^ail ..azt ba cada ia 

l i k e Banner uaiiu- 40^ as the aerate factor and 60S the po te r^ i t l factor^ The 

Umpire shall then assign to each \&U>? uai> the larger ?f tae two allowables thus 

computed far each such water unit* T. . to ta l of a l l allowables f.:r v<ater units thuB 

computed shall ia deducted fro:»; t l e i-J ]y allowable out 1st-, and the rersainins* daily 

allowable out 1st shall be a Hecate to ths aon-tat*;* -aits exactly as prescribed in 

said paragraph 4 (bJ of thie ^raa- ;eat« usi'it". 25;j a.?. tlw a area,-: e factor and 75$ as 

the potential factor., To i l lus t ra te ; assume £00 u.iita in the hobbs Pool of which 

40 unit* are water uni ts ; assume a daily allowable ousl^t of 30,000 barrels; and 

assume Z 000 barrels have been allocated tc- the water uni ts . Twenty-five- percent 

of t ^ i s £4 :000 berrel3 s or QOOC barrels shall ba allocated ratably tc each of the 

150 uo a-water uait3, which would ^ive aa "Acreage allowance'' of 37 o5 barrels to each 

non-water unit The remaining 18 COO barrels shall be allocated to the several non-

water units i n the ra t io that the average daily potential production of the several 

aon-watar units bears to to ta l average daily potential production of the 150 non-water 

units. 

6, PKITS EOT CAPABLE OF PRODUCING- ALLOWABLE: 

I f any unit cannot produce the amount allocated to i t , the excess of the 

allowable over the producing capacity of the unit shall be distributed to the re­

maining units by f irs t deducting the daily production of such units from the dally 

field allowable and also by deducting the number of such units from the total number 

of units in the f ield, then allocating the remaining field allowable to the remaining 

units as hereinabove provided. 
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•J.6U I'OI* t'.-T' 13 »C. 

•so.;- api-rcved^. re-r;.dopted 

3 7<-.T c x a.---

p o t s a t i s l o 'Kii-.u.-r. ^ a n £.-. T u. - „^&tl;O i ;. ; 

: l i e d oa •/ .'.u.'.c 

a - 0o:v: '•• 1~ i r K , t: ^ r a t ea - t ^ of a: a- , c i l shal l h raadj'ja-ted 

? hereafter usi:".,*- t i t '.-:v-;r,- e hector- 1 1 - p:-3S:-.'-rs of a i l walla at 

toe b». i j a i i . : ^ of said *-hre« aaortha period as a i i r . ^ i r i i ^ v aaa the v-.ow hotter: hole 

rr«a3i:re of ioh wal l a3 a ais-isrator.. l a t h raadia--;? h-p.i;- raavo^o V two- th i rds (£/3) 

the a^-ra^e? f i & h . rreaai-r" ana the -uctieat 1< p . ' b p e va tea t i j . l o f said 

w e l l at the be^iiajiop. : " OIA uoath. p^r ic 1 a'.atJ be 'ha adjusted po ten t i a l of 

aaid wel i to he e f f so t iv '* f a r ths suece a iu , . th.r-i-* aa-r^hfa- perioO.; provided that the 

average l o t t o r hole pressure of the f i s l d sha l l be asalrtaod t c aaoh au>sr we l l aad 

i t s po tent ia l ar r ived at as provided f c r h » r e i n f u r ioa-pacher wall*-.-. 

•Pha thapire ah'-11 each s ix '.anth* ifcteraar-e *:u bettor' hole pressure c f 

6ftch wel l ia t i n f i a l d pr;" 'at-d that .hor «neh we l i La Ji' i-h the bi-ttcm hole pressure 

cannot ba safsl% cotFra;ti^r .hr ..:eeh: a., j - . i rat-v-us... a ash v e i l aha l l have assigned t o 

i t th* hot tar- h-rla preeaar* of t v a ntave-ot ^ e l i la which a bet tor hole pressure i a 

taken- ?r i f *.VAidistant f r c t v ; or a-we wella i n which be t to r ho l t reseures are 

tshen said wel l shal l have ^soi; a« l to i t the average o>f tha bottois hols pressures 

of said equidistant wella .-»21 .acif=r walls irssy ba bombsu ana tha pressure obtained 

- ihal l he used ia a1 et ordain.* tha f i e l l ave r se pressure > Potent ia l of pecker wells 

sha l l he dftcliae-l aa l u ths pnat, 

As ths bet tea he-la pressures of the en t i r e f i e l d decline the executive 

Coacittee sha l l have au thor i ty tc ad jus t f r o r i time t c tisae the f r a c t i o n a l part of 

the average f i e l d pressure to be subtracted f ree the bottom hole pressures i a deter­

mining the numerator and denominator of the f r a c t i o n U3Sd i a ad jus t ing po ten t ia l s 

under Plan 2A-

The po ten t i a l of no we l l s h a l l he adjusted below the uni t allowable on 

ac reageand t h i a s h a l l be considered tc be the po t en t i a l o f the w e l l , should i t be 

necessary te make an upward rev is ion of the po t en t i a l due to oaa increased bottom bole 
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« . . ... r •-• i . - -U... i-i • : ;h a : - : -'hi : 

pucher Las c««i afct *: s t'.̂ a p.'.»po - f sanserv.ia.; rye;. : 9a*v_jr 

(A) hew WP^IB shall b»> ne&ted in the fcllowinj. -TADnor; T>'3 well s?.£.il 

bo pro iuced thrc-. rh the tub i n ; for a nariod f tac {a» lours, Tie f i r s t hour's 

production a' a l l be disregarded, ta- the last hour's production shall he raapsd 

Tha oas hour tuhina teat multiplied by 24- shall constitute t i n tubiar pctsutial-

The caai-up, shall then te caaaed aud the wail produce! thrcu£h casta,-; aad fa t ing for 

a period of one hour. The -̂ u ant i t ; cf o i l SD produced .uuitipiiad by 24 w i l l £lve 

the open flow potential , which w i l l be used iu letenainiuf: tha allowable unit pro­

duction: I t shall be the privilege of any operator to use the tahin? potential 

he-rein provided "or ir. connection with the current tubin* casing pcteatial curve as 

approved by the Sxtgineerinc Cecil t tee, aa hereinafter provided fo r . to ascertain the 

oper flow potential of a:»y m i l without tahinf the combined oas la* and tubing f lc? 

ae provided for herein, Iunpin* wells shall be tested fo r a period of s ix hours aad 

this f igure when multiplied by four a l i i ha cos-eidereC the -oteatial f o r determining 

tha allowable p-:ducticn. 

(b) ihe Caairrj&a cf the leueral Corelttee f c vpoa recommendation of a 

aajcrit- ' of the Engineering Ocsaittee ia authorized to rake any variations i n 

the rules aet out xr. Paragraphs ? and G, tc laake th* t:ian workable and such 

chances shalx be prc-s.ptlj submitted t : tha Sxem tive Coaaittee fo r approval 

? SaCCTlha, ngPSX.C nCID ^ T ^ T T : 

The parties hereto a-re^ that wall i n said f i e l d shall ba shot with 

explosives without f i r s t obtain!ai- the writ ten pared ssiou of the Executive Cosctittee. 

A l l applications fo r permission to tre-.t w.*lln vnth acid shall he submitted 

in wri t ing tarou/h the Ucpire to the State aeolo^ist The potential of weli deep­

ened ani/c-r treated with acid shall be the potential of tho well before acid treatment 

and/cr deepening modified by declining at each potent!.-.i. p-riod at the sacs rate as 

the average potential decline of th* f i r id, 

10 The parties hereto i»j;r»e that ac v * l l s iv aaid f i e i i shall be put on 

s i r or gas l i f t without f i r s t obtaining w r i t t v panaission from the Executive Ccs-

mittee ; aad further agree act tc u--»a such ,jua - i f t fo r the purpose cf taklne Poten­

t i a l s . Th» parties fu r t re r a^ree aot to uperati ar.y *?eii3 in surh aanner as unnec­

essarily or unreasonably to waste ras OT wastefuliv to dissipate t*s natural r-ressure 
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-.u^r-i->Z na' I':-.<-. t h-. ; aat-ruotica? - f th- Tv.-.-.; - t . i t t - . . -j^L.;: . t l-- i ; ; .vrr^c:» 

\r.;- nuoh ; .rolu.-;.;. "•' t .a.,- . . .'.a-

2' has . - t i - : : at-:'' • S T . T ^ E t h - Ti«,« / . :,t : , ; >cll>i r f 1vr . l t ' , . ; -..-Iy 

18 w-il i 1:. - , • = :•<•!,. :.• r ; t s rt nr. i t , •:: 7 • . v. • t , r f a i -i i t 13 prue-

iu t .a jurhju-f.* • - f f - A iaa i~iauai opw tu to r "i"- h i r h j v d u r a b l e , ^au they 

horebp 3; ^ ' - that i n -uy <!ysnt na /.ahI sha l l b-r d r i l l e d nearer th-n J""̂  to ths 

boundary l i a e of <aay sspvT-.taiT owned traot . 

i>j. I t i a r^r-orti^ed that the Era-mt iw Caaxaittea requires a secretary and 

aarpire t o a i l i l ; i n > h i ^ oat tho pro«,rax; bersin outlined aad , ;ay ho rio.uirad tq 

incur j l - U i e a t i Sirpaa'ita. 'vi i n carry ia.; oat aa-ld prov.r:.-!:. i t i s andersiood that 

the- f»jq>casf; shalj. he homo hy th* ; r^rtia ' ha ret pra r - ' ' . t - i tba V. SJ a of t h e i r pro-

{.ortioaate a r t i c i ; ^ t i .aie ir. .the vAa;v.'sbi= out le t i s i araia provide-!, and they se-vsr-

-.1 Vp a,T»;o tc p_y tc Ma -T-.Hitra>n ' - f the Sx<s-?uttv»- CorrJttse such pr;- fa*f isarediate-

j y up a a receipt of statement..•.••oviuad, h-rtvavsr; th« t a-i i th^r the C said a s i oner of 

l a b i l e Lund-i aci* tha 3tat<=. of i<ew Mexico sh-aii be required to p A y aay part c f such 

sxpw:aes.. 

1*}, 2-oh cpe t r to r ohal i ha e n t i t l e d to na-» -mr- Fotroiaua Sn^insei ss 

L ?i._iber af the f i s i d Si«£ir.e«..i'ii--- OoaiLtttea of *hioh the Uaipire shall ba Sbetrcan . 

14- Thi; »\jraeK&x;.t aha l l not be b in i tua upon ar.v c f the par t ies hereto 

unless and u n t i l i t ' i s executed by s l l o f ths par t ies *hoae nana =3 appear ta para-

araph ?. hereof and is approved by t i e C i l Conservation CeuasaaV-a of the 3tat*» c f 

Kew ilexico, but i f zUtj -»h*n so executed aad approved 5 sa^e s h a l l t e binding upon 

a l l part ieb herato and t h e i r rsapactive su--:csssor.s aai s ss i tns , and s h n i i he and 

rasain ir. f a i l forc-t aai a f f e c t ' f r a tens o f t * e l ve souths fros. the saitf dnte o f 

JV.uuary i , 19SC, .a1 J w: y he reiiwwed extended f o r successive psricSs of ti:ae 

thereaf ter b;- th.e i-reccout of t d i par t ies hereto i n w r i t i n g with the consent i n 

writ ias; o f the O i l Ooassrvatioa Coxasisaioa o f New i i sx ico , prcvided t however , that 

uay purty ha-reto • i n c l u l i ap aaaibera c f tha State C i l Conservation Coi..;nissioc, r.ay 

at aay t i a n , wi thdraw f ro r . t h i a at-Tft«3tt*»nt upon f i r i H K t h i r t y {30} days 1 rot ice i r . 

•vr i t iap tc a i l of tha other par t i es . iereto, aadj i a that avert , t h i s a^reeuient a h a l l . 

froa; and a f t e r tha dais a p e o i f i a i i n seid notice,, be considered ao terminated. 

This «»£HS2Str.i?r itey ha t-recutei ia coaatsrpart and when ao executed the 

OdVsrai counterparta sha l l he ds-suel to be a a i a r i ^ a^reewwit» 
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arsto by t h e i r reap*ctive r - f f ics rs and agent; 

^i2h«a». PETS0LEUL" CORPORATION 

ATLANTIC CIL PRCBUOiKO CCiFiiKY 

COETIHSNT;»L CIL CCiaaJ-hY 

aiPIRB GAS 4. FUEL COiPANY 

GETTY CIL CQE&-NY 

BY 

GYPSY CIL COUPAHY 

BY 

HUMBLE OIL & RBSIXIK3 COMPANY 

3Y 

LaNDRETH PRODUCTION CORPORATION 

BY . 

MAGNOLIA PETROLEUM CQILTANY 

BY 

MID-OOKTINENT PETROLEUM CORPORATION 

ay 

021C CIL COMPANY 

3Y 

APPROVED THIS day of January, 

1S36, as of tbe First Day of January, 

1936; 

Chairman 

3.igr.'itv.r« of t i e respective par t ies 

hereunto duly authorized., 

OIL WSLL BULLING CCMFAKY 

R Y _ 

REPOLLO OIL GGMPANY 

BY ; _____ 

SAlISDai; OIL CORPORATION 

BY 

SHELL PETROLEUM CORPORATION 

BY 

SKELLY OIL COMPANY 

BY 

STANOLIND OIL AND GAS COMPANY 

BY 

TEXAS PACIFIC COAL & OIL GOUPAKY 

BY _ 

THE CALIFORNIA COMPANY 

BY 

THE TEXAS COMPANY 

BY 

TIDE WATER OIL COMPANY 

BY 

TWIN STATES OIL COMPANY 

BY 

WALKER OIL CORPORATION 

BY 

Coastissioner of Public Lands 
of the State of New Mexico 

Oil Conservation Comiesion, 
State of New Mexico* 
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