BEFORE THE OIL CONSERVATION COMMISSION
STATE OF NEW MEXICO
IN THE MATTER OF THE APPLICATION OF )
LOCO HILLS PRESSURE MAINTENANCE ASSOCIATION,INC.)
TO ESTABLISH A PRORATION FPLAN FR THE )
ICCC HILIS FIELD IN EDDY COUNTY, NEW MEXICO )

BRIEF IN SUPFORT CF AFFLICATION
Dated January 28, 1944

Comes rnow the Loco Hills FPressure Maintenance Associaticn,
Inc., and, as supprorting dats with respect to the request made to
the 0il Conservation Commissior for the Loco Hills Pield with
respect to the production of oil and gas from said field, respect-
fully submits the followirg:

1. That there is filed with this brief a map of the aresa
included in the Loco Hills Cil and Gas Field in Eddy County, New
Mexico, and such map is attached hereto as an exhibit.

2, That Loco Hills rressure Mainternance Associstion, Inec.
is & New Mexieco corporation organized in March of 1941. That
there is filed with this brief a certified copy of the by-laws
with a certified copy of the Articles of Incorporation of said
association.

3. That the stockholders of the Loco Hills lressure Mainte-
rance Associsation, Inc., in connection with the firancing of the
construction of the pressure maintenance system, have executed s
Uniform Agreement and Assignment. That there is filed with this
brief a prirnted fom of said Uniform Agreement and issignment,
together with a certificate showing the operators in the Loco
Hills Field who have executed coples of said Agreement and issign-
ment.

4, That the supporting dats filed with this brief is fur-
nished in connectior with the aspplication made by Loco Hills Fressure
Mairntenance Associatiorn, Inc., under date of January 28, 1944, for an
order of the Cil Conservation Commission to be erntered with respect

to the Loco Hills Fleld in Eddy County, New Mexico as follows:



a. Continuing the two thousand cubiec foot gas-o0il
ratio limitation now in effect.

b. Establishing an allowable for the month of March,
1944, of thirty barrels per well per day with a
provision for the Loco Hills lressure Maintenance
Assoclation, Inc. to make application for such
maximum rate of withdrawal as may seem sdvissable
with such rate to, be not below twenty barrels per
well per day, n forty barrels per well per day.

c. That the order heretofore entered, allowing other
wells on the same basie lease to make up the allow-
able for a well being used by the Association as an
input well, be rescirded.

5. That in the hearing to be held on February 10, 1944, the
applicant, Loco Hills Fressure lMaintenance Association, Inc., will
present testimony of its engineer and supporting dats by the engi-
neer with respect to the above request,

Respectfully submitted,

LOCO HILLS PRESSURE MAINTENAWCE ASS'N, INC.

(o

7~ Attorney Tor issocistlion
Artesia, New Mexico

-

By




o

2y, LAl
g gnm?

CERTIFICATE OF SECRETAIRY

STATE OF NEW MEXICO )
188
COUNTY OF =DDY )

I, Fred Brainard, Secretary of Loco Hills PFressure

Maintenance Association, Inc., a corporation, do hereby

That 1 am the Secretary of Loco Hills Fressure
Maintenance Association, Inc., a New Mexico corporation and
as such have in my possession the articles of Incorporation
and the By-laws of said corporation, that attached to this
certificate are true and correct coples of the articles of
Incorporation and the By-laws of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and
affixed the official seal of said corporation on this the

-day of debruary, ..U., 1944.

-

Secretary
LOCO HILLS PRaSSURAE MiINTENANCE
A550CIATION, INC.




ARTICLES OF INCORPORATION
OF
LOCO HILLS PrESSUKRE MAINTENANCE
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 of New iexico in
accordance with the following declarations and provisions,
and do hereby certify.
I.
The name of the corporation shall be Loeco Hills
Pressure Malntenance association, Inc.
II.
The principal office of the corporation in the
State of New Mexico shall be located at Artesia in &ddy
County. The name of the agent of the corporation in said
office and in charge thereof upon whom process against
the corporation may be served is Fred Brainard and his
Post Office address is Artesia, New Mexico
III.
The principal object for which the corporation
is formed is to construct, maintain, and operate a pressure
maintenance system in the Loco Hills 0il and Gasg ifield in
Eddy County, New Mexico in futherence of proper conserve-
tion of the reservoir energy in said oil and gas field.
To that end the corporation shall have power to do and
perform any act, transaction, or undertaking which in the
opinion of its Board of virectors is expedient, necessary,
or conducive to the furtherence of said principal object,
including the acquisition, holding, and disposing of real
and personal property and interests therein or pertaining

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



ing of the assets of the corporation as security for money
borrowed or debts owed by the corroration, and the acquisi-
tion, holding, and disposing of shares of the capital stock
of the corporation, provided, however, that transactions by
the corporation with reference to shares of the capital
stock of the corporation acquireé by it shall be subject to
the provisions of Section VIII.

The enumeration of a specific power herein shall
not be considered am excluding other powers not mentioned
herein and which in the opinion of the Board of bLirectors
are necessary, expedient, or convenient in the carrying
on of the business of the corporation.

Iv.

The total authorized capital stock of the cor-
poration that may be issued by it shall consist of 250,000
shares of common stock without nominal or par value and
the number of shares with which the cornoration will com-
mence business is 30 shares. The value of the entire
authorized capital stock will not exceed 425,000.00.

V.

The names of the incornorators and thelr re-
spective Post Office addresses and the number of shares of
the capital stock of the corporation respectively subscribed

for by each are:

Bert Aston, Smith, New liexico-wwm-memmoeoo o 10 shares

Martin Yates, Jr., Artesis, New ilexico ----- 10 shares

Pred Brainard, Artesia, New MexXicO =~-eeeee-- 10 shares
VI.

The term of the existence of the corporation shall
be fifty years.
VII.
The Board of Lirectors shall be seven in number.
It shall not be necessary for a director to be a stock-
holder or a resident of the State of New ilexico. ‘he vote
of a majority of the directors shall be required to
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constitute an act of the Board. Unless required by the
by-laws, the directors shall not be elected by ballot but
shall be elected upon motion at the annual meeting of the
stockholders, provided, however, that vacancies in the
Board shall be filled and the number of directors may be
changed as prescribed by the by-laws.
The directoré for the first three months after
the filing of the certificate of incorporation shall be:
Emery CArPereescecessseessese.Altesia, New Mexico
Co J. DEXLereesessosasssessessiltesia, New Mexico
Hugh L. Johnston.eeeeeesss... .HObbs, New Mexico
Bert AStONeeceseececsnsssnessOmith, New Mexico
James M. MUTrray, Sreceess.s...lH0bbs, New Lexico
Martin Yates, Jlecescescsses.s.Artesia, New Mexico
Fred Brainardeeceessesscsssesirtesia, New Mexico
VIII.

Notwithstanding the corporation is not being
organized on a cooperative basis as such term is defined
by New Mexico law, it is contemplated that the corporation
will not be operated for profit to the stockholders through
the declaration of dividends, but that the benefits which
the stockholders will receive will result from the co-
operation by the owners of producing 0il and gas wells in
the said oil and gas field in furthering the plan for the
conservation of the reservoir energy in said field. To
that end it is considered essential that the ownership of
the capital stock of the corporation be limited to the
owners of the producing o0il and gas wells in said field and
the ownership of the shares of capital stock issued on
account of 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 restrictions upon stock ownership imposed
by this section shall be null and void. In the event a
well is 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 capital stock of the corporation shall be
issued and disposed of for such consideration and upon such
terms as may be fixed by the Board of Directors.

K.

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 of the whole or of any
part of its accumulated profits but the Board in its dis-
cretion may cover such accumulated profits into an operating
fund or a reserve fund or both, as may be provided in the
by-laws.

(Sgd) Bert aston

(Sgd) Martin Yates, Jr.

(Sgd) Fred Brainard




STATE OF NEW MEXICO )
COUNTY Orf &DDY 5 >
On this the 1lst day of March, s.U., 1941,
beforeme persohally appeared Bern iston, Martin Yates,
Jr., and rred Brainard to me personally known to be the
persons described in and who executed the foregoing instru-
ment, and acknowledged that they executed the same as their
free act and deed.
IN WITNESS NH&rEQF, I have hereunto set my hand

and official seal on the day and year in this certificate

first above written.

My Commission Zxpires

Dec. 22, 1941 (Sgd) J.S. Ward

Notary Public
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BY-LAWS
QF

LOCO HILLS PRESSURE MAINTENANCE ASSOCIATION,
INC,, A NEW MEXICO CORPORATION

ARTICLE I
Stockholders

Section 1, Annual Meeting. A moeting of the stockholders of ths corp-
oration shall be held annually at the principal office of the cerporation in the
State of Now Hexico at 10:00 o'cleck in the forenoon on the first Tuesday of Febru-
ary in each yecr, if not a logal holidry and if a legal holidoy then on the next
succeeding Tuesday not & legal holiday, for the purpose of clecting directors and
for the transaction of such other business as may be brought before the meeting.

Written notice of the amnwl mecting shall be mailed at least ten days
prior to the neeting to each stockholder of rccord at his address as the same
appears on the stock book of the corperation. A failure to wail such notice or any
irregularity in such notice shall not affect the validity of any annual meeting or
of any moceedings at any such neeting.

Section 2. Special Mectings. Speciel meetings of the stockholders of
the corporation may be held at the principal office of the corporation in the State
of New Mexico whenever called in writing, or by vote, of & majority of the board of
directors or by a majority in intorest of the stockholders. ‘

Written notice of such special meeting stating the day, hour, and place
thereof and in general terms the business to be transacted thereat shall be nailed
at least fiftcen days prior to the meeting to each stockholder of rocord at his
addross as the same appears on the stock book of the norporation. If all the stock-
holders shall woive notice of a specizl meeting, no notice of such mecting shall be
requirod; and whensver 8ll the stockholders shall mect in poerson or by proxy such
neeting shall be valid for all purposes without call or notice and at such neeting
any corporcte action moy be taken,

Section 3. Quorun., At any meeting of the stockholders the holders of
the majority of the capltal stock issued cnd outstending and having voting rights
present in purson or rcpresented by proxy shall censtitute a quorum for all pur-
poses, but when a quorum is not present a nmejority in interest of the stogkholders
prescat in person or by proxy noy cdjourn from time to tims without notice other
than by anrowncemant at the necting until holdors of the anount of stock requisite
to constitutc a quorun shall attend. At any such cdjourncd meeting at which a
quorunm shall be present any business mey bo transacted which might have beon trans-
acted at the mecting as originally notified.

Section 4. Voting. Subject to the restrictions and provisions of Sec-
tion 2, Article IV, at each meeting of the stockholders every stockholder shall be
entitled to vote in person or by proxy appointed by instruuent in writing sub-
scribe by such stockhclder or by his duly cuthcrized attorney and delivered to the
Secretury at the neoeting; and he shell have cne vote Jor each share of stock stand-
ing regisvered in nis nane., Upon denznd of cny stockholder, the votes upon any ques-
tion before the wacting shall be token by roll call., At ecch uecting of the stock-
holcers a full, true, and conplete list in alphabetical order of all stockhollers
cenvitied to vole at such meeting and indicating the nuumber of shares held by eech
chall bo furnished,

ARTICLE II

Board of Directors

Sectien 1. Number and Terr of Office, The business and the property
of the corporation shall be nansgoed and coatrolled by the board of dirsctors. They
shall be seven in uwmbaer end the vote of & majority of the Jircctors then in office
sbkail be rejuired te constitvte an uct of the board, The number of directors may
be iroreaped or chainrched by an anmendnent to the articles of incorporation when
cuchcrized oy the vote of the holders of threc-fourths of the outstanding capital



stnck having voting rights. The directors shall act enly as a board and an in-
dividuol director shall have no power or authority as such, It shall be necessary
for a director to be a stockholder or a rosident of the State of New Mexice, pro-
vided however, that uny director rot a stockholdor nust be an enployes of a corpora-
tior which 1s a steckholder or a nemuer of o co-psrinership owning stock in the
corporation, The termination of svscu 3myploynert cr rembsrchip or the transfer »f
hir s%ock by a director who ia a stockholdsr siall oporate as a resignation by *the
director councernel. Direciors sinll hold oflice for ene yvar and until their
successors are alectod and nualificd, provided howover, that the directors noned
in the articles of incarpsroticn rhall hold office wmtil June 7, 2941 aad until
their successors are slectod and qualificd and tleir successors shall hold office
until the annucl pesting of the cormoration in 1942 and until ‘their successors are
slected and qualificd.

Section 2. Electien. The directors sholl be clected at the annusl
ncoting of the stockholders and it shall not be necessary to conduct an election
for such purpese in the monner specified by tha statutes of New Mexico, but upon
denand of any steckholder, the voting for directors shall be nade by roll call.

-+ Section 5, Vacancies, If any vacancy shall occur anmong the directers
by death, resignation, or otherwise, the rémaining directors by an affirmative
vote of a majority thereof may elect a successor to hold office for the unexpired
portion of the torm of tho director whose place shall be vacant and until the elec-
tion and qualification of his succassor,

Section 4. Place of Mecting. The dirsctors shall hold their meetings
at the principal office of the cerperation in the State of New Mexico.

Section 5. Regular Msotings. Regulor meotings of the board of direc~
ters shall be held nenthly en the first Tuesday of each menth if not a legal heli-
day and if a legel heliday then on the next succeeding Tuesday not a legal holiﬂay.

No notice shall be required for any such regular nmecting of tho beard.

Sectiom 6. Special Meetings. Special mectings of the bocrd of direc-
tors shall bo held whenover called by the president or not less than ene-third of
the directers then in effice. Notice of each speclal mecting shall be given by
pail or by telegraph to each director not less than five days bofore the neeting
but such notice nay be waived in writing by any director. At any mnmeeting et which
every director shall be presont, even though without motice, any business may de
transacted.

. Section 7. Quorum. A majority of thes beard of directors then in effice
shall constitute a quorun for the transaction of business but less than a guorum
prosent may adjourn the neeting from time to time until a quorum shall be present.

Section 8, Designation of Depositories, Tho board of directors shall
designate the bank or banks in which shall be deposited the money er securities éf
the corporation and shall regulate the maonner of deposit and withdrawal of sanae.,

Section 2. Reperts and Receards. The board ef directers shall cause
quarterly reports to be node to the stockholders reflecting the operations of the
corporation for the preceding threc nonths and such reports shall contain complete
gtatenents of the reseiyts and disbursencnts of monies by. the coerporation. The
books and records of the corperation, including the records and reperts ef all work-
ing conmittees, shall be open to inspection at ali tirss by any stockhelder. An
emnmual audit of the books and accounts of the corporation shzll be made by a certi-
fiad public sccountant at the end of each cclendar year which shall be the fiscal
ye~r of the corporation and a ruport of suck audit shall bu furnished to the stecke

holders.
ARTICLE III
officers and Comnittees

Section 1. Officers. The officers of the corporatiem shall be chosen
by the board of directors frem carng the directors and no directer sholl be dis-
qualified to vote for himself for any office. The officers shall be a president,
e vize presucant, o secretary, and o treasurec, and such othsr efficers as shall

row tiae oo tine be provided fox by the bozrd of directors. The offices of secre-
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tary and treasurer nmay be combined in one persen who shzll be designated as secre-
tary-treasurer. Such officers shall be elected ot tho first mecting of the beard
of directors and at thoe first nooting of the board of Jdirsctors after the amnuai
election of directors and shall hcld office w.til their respective successors sholl
havo bean duly elected and qunlified, vrovidad, Lowever, that all officers, agerts
and enployecs of the corporatioca shail be subjest to remsvel ot eny time by the
affirmative vote of a mejority of the Loard of dirsctors then in office. The Autius
of any officer:, agont, or employece may be cimnged hy o liko vote of the board of
directors, without the nocessity of an anendmnent to tho by-laws. No efficer or
director of the corporation shall receive conpensation fronm the corporation for

his services as such officex.or director.

Section 2. Comuittees. The bhoard of directoers nay appeint an Pngineer-

ing Cemnittec whose meubership neod mot be limited to dirocetors and stockholdars

and the Jdutiea of such committee shall he these presoribed by the boord of lirec-
ters. Nelither the com:ittee mer any of its menbers shall have authority to biad
the corporatien by any act er agreenent, oxcepting as is provided in the igroenent
ond Assignnent referred to in Article VII, Soction 4. The beard of directors nay
likewise appoint ether working comnittees which in their opinion are necessary or
convenient for the mdnagenent of the business of the corporation but ne such con-
nittes ner any nembexr thereef shall have authority to bind the corporstien by any
act or agreemcnt,

Section 3., Pewers and Duties of thc Prosident. The president shall be
the chief exocutive officer of the corporatien and shall presids at 2ll neotings of
the stockholdors and of the beard of direstors. He shcll sign and execute cll
authorized bonds, contracts, obligations, and convoyances in tho nane of the corpera-
tion and with the secrotary shall sign all certificetes of the shares in the capital
stock of the corporction. He shall do and perfornm such other duties as may from
tine to tine be assigned to him by the board of directors.

Section 4. Powers and Duties of the Vice President. The vice praesi-
dont shall possess the powers and shall perferm the duties of the president in his
absence or disability or in the event of a vagancy in the office of president. He
shall de and perforn such other duties as from time to tinme may bo assipned to bhin
by the board of dirscters.

Soction 5. Powers and Dutics of the Sworetary. The secrotary shzll
keop the minutes of all mestings of thu board of dirsctors and thoe minutes of 211
nootings of tho stockholders. He shall attund to the giving and sorving of all
notices of tho corperation and shall sign with the president in the ncne of the
corporation all contracts and other instruments authorized by the board of divec-
tors and shall affix the seal of tho corperation thoreto, He shall sign with the
prosident in the nane of the cerperation all certificates of tho shcres of the capi-
tal stock of the corporation end shall affix the seal of the corporation to sare,
He shall have charge of the books and records and other papors of the corporation -
and shall in general perform all of ths duties inoident to the office of saczstary,
subjeot to the ocontrol of the board of diroctors and he shall do and perforn such
othor duties as noy fron time to tinme bo assigned to hinm by the bocrd of directors,

The secrotary shall take the ocath eof office required by law cnd if re~
quired by the board of directers shall give boad with corperate surety coiliticned
for the faithful performence ef his dutius cs such secretary, such bond to be
approved by the prosident.

Section 6. Powers and Dutles ef the Treasurer. Tho troasurer shall
have the ocustody of all funds and securities of the corporation and whon necsssary
or propsr hs shall endorsc om buhalf of tho cerporation for ccllection chucks, notss,
and other obligations and shall deposit the same to ths oredit of the corpnration in
a dosignated dopository. He shall sign all receipts and vouchors fer peyacnta acce
to the corporation and he shall sign all chocks made by ths corporation jointiy with
the president, and he shall pay eut and dispose of the funds of the corporation
under the direction of the board of directors. Ho shall sign with the president all
bills of exchange and pronissory netes of the corperation and whenever rejuired by
the board of directors he shall render a statenont of his cash account. o 3hall
enter regularly in books of the corporation te be kopt by hin for the purpose full
and accwrate account eof all nomles received and paid by hin on account of *he corpora-
tion and he shzall 2t all recsomncble tines exhibit his books and accountc to avy
director of the corporation upen application at the office of ths corporation during
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business hours and he shall perforn generclly all acts incident to the office of
trearurer, subject to the control of the board of dirsctors. He shall give a hon?d
witn corporate surety in the sua of Five Thousand Dellars conditioned for the
foithful performance of his Juties as such treasurer, such bond to be approved by

the president.
ARTICLE IV
Copital Stock

Section 1., Gertificates of Shares. BEach holder of steck of the corp-
oration shall ba entitled to a stock certificeto signed by the president or the
vice president and by the secretary. The certificates of shares shall be in such
forn not inconsistert with the crticles of incorpsration as shall be prepared or
approved by the board of dircctors and shell have printed thereon references to or
extractg from the articles of incorporation and the by-lews with reference to the
restrictions upon the uwmership, tronsfer, and voting rights of the capital stock
of the corporatiun contained therein, '

A1l certificates shall be consecutively numbered. 'The nane: or nanes
of the porson or persons owning the shares represonted thereby, with the number of
such sheres and the date of issue shall be cntered on the bocks of the corporation.
All certificates surrendered to the corporation sholl be concelel and no new certi-
ficate shall be issued until ths former certificate for the sane number of shares

shall have been surrendered and concsled.

C e

. Section 2, Issusnce and Ownership of Shares. The capital stock of the
corperation shall be issued cnd paid for upon the basis specified and as provided
in the Agreenent and Assignoent referred to in Article VII. The ownership of the
shares of stock sholl follow the owmership of the preducing oil or gas well on
account of which the stock is issued as provided in Article VIII of the articles of
incorporation and in the event of the abandonment of a well for which shares of
stock have boen issued, such shares of stock shall cease to carry voting rights ex-
cepling in natters pertaining to the dissolutien of the corporation as is provided
in szid Article VIII.

Section 3. Transfer of Shares. Subject to the provisions of said
Article VIII of the articles of incorporation, shares of the capital steck of the
corporation shall be transferred only on ths books of the corporation by the holder
thereof in person or by his duly authorized attorney upon surrender and cencellation
of certificates for a like mumber of shares. The stock trensfer books shall be
closed during the ontire day of any nuoting of the stockholders.

Section 4. Regulations. The board of directors shall have power and
authority to neke all such rules and rogulations not inconsistent with the articles
of incorporation and the sald Agreemont and Assignment os they may deen expedient
concerning the issue, transfer, and registration of certificates for shares of the
capltal stock of the corporation.

ARTICLE V
Dividends and Working Capital

Section 1. Dividends. It is not contemplated that any profit to the
stockholders through the declaration of dividends will accrue through the operation
of the business of the corporation and no dividends shall be declared by the board
of directors out of the surplus or net profits of the corporation, unless author-
ized and directed by a vote of holders of three-fourths of the outstanding stock
of the corporation having voting rights at 2 regular meeting or a special meeting
called for that purpose.

Section 2., Working Capital, The board of directors are authorized to
maintain a working capitsl or a reserve fund as is provided in the Agreement and
Assignment referred to in Article VII and ony surplus or net profit resulting from
the operations of the corporztion shell become a part of such working capital or
reserve fund, unless otherwise directed by « votc of the stockholders as provided
in Section 1 of this article,
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ARTIGLE VI

Corporate Seal

Section 1, The seal of ‘the corporation shall be inm the forn shown be-
low and shall be retained in the custoedy of the secratary,

ARTICLE VII

Construction and Operction of the Systen

Section 1. Construction. The construction and installation of the
pressure naintenance systen referred to in Article III of the articles of incorp-
oration shall be centrolled and supervised by the board of directors pursuant to
plans and specifications to be prepared by the Engineering Counittee and approved
by the board of directors.

Section 2, Funds for Construction. The diraectors are authorized to
cbtain funds for the construction and instellation of the systen through a bank
loan with an interest rate not in excess of four per cantun per annum, such loan
to be secured by an assignnent to thu bank of ths amcunts which the corporatien is
or shzll be entitled to racelve in poyment for its capital stock and by a first
nortgoge upon the systen and the rights, casements, and other privileges granted
to the corporation by the operators who shell execute the Agreenent ond Assignnent
nontioned in Section 4. The pronissory note of the corporation shall be executed
to the bank for the full amount of such loan with a maturity date not more then -
three years from the date of the note and if any anount of such loan remains une
paid ot the maturity date of said note the board of directors moy negotiate such
renewal or extension of the note as to such unpaid balange as may be agroeed upon
with the bank. The amount of such loan shall not exceed the amount required for
the installation and construction of the systen plus a sun not in excess of Five
Thousand Dollars which nay be added to constitute an operating fund, The board of
directors shall have authority to enter into ¢ contrast with the bank for such loan
upon such terns and conditions not inconsistent with these by-laws and with the
terns and provisions of the said Agrecnent and Assignment as in their opinion may
be reasonable and proper. The president and the secretary are autherised in the
nane of the corporation to execute the said assignnent and nortgege to the bank in
such form as ncy be approved by the boord of directors. Ths bank noking sush loan
shall be entitled to rely upen a certificate of the president or secretary of the
corperation showing the cost of the installation and construction of the systen and
any anount loaned by the bank on the bcsis of such certificate shall be a dinding
obligation of the corporation slthough such sun pay be in excess of the actual cost
of installatien and construction plus the sun of Five Thousand Dellars for an opers

ating fund.

Section 3. Operation. The syston shall be operated by the board of
directors for the purpose of securing cnd neintaining within reasonable limits a
state of equilibriun as to botton hole pressure anong the producing wells affected
by the systen but no officer, agent, or suployee of the corporation shall have
authority in behalf of the cerporation to guarantee such result. The systen shall
at all tines be operated in compliance with the valid orders, rules and regulations
of any regulatory body having jurisdiotion in the prenises. The expenses of opera-
tion shall be assessed, collooted, and paid as provided in the said Agreemajpt and

Assignnent.
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Section 4, Agreement with Opcrators. The form of /greement end Assigr-
ment shown as an appendix to these by-laws is approved and made a part of these by-
lcws to the same extend and offect as if the said form were set fortih in full hereia
irstead of being attached as an appendix. The prosident ond the senretary cre
cuthorized in the name of the corporation to execute in the name of the corroresien
ruch Acreement and assigament with cny and 21l of the owmers of operating righis
for oil and gas in the Loce Hilleg 031 cnd Gus Ficld as sveia operating rights “ud
Field are described and defined in the said igrcement and Assipamont, Mo mcsision
of those by-laws nor any subscquent by-law which may be cdopted by tie sturkh.:idrg
of the corporation shall be construed to have or be gaven the effect of viorauing
any of the terms and provisions of the said Agroement and Assignment.

ARTICLE VIII

Amendment of By-Laws

. Section 1, - The by-laws of the corporation, excepting Section 4, Arti-
cle VII, moy be altered, amonded, or repealed by the stockholders at anv regular
meeting or at any special meoting, provided that notice of such proposed alieraticr,
amendmont, or repeal at a specicl meeting sholl be givem in writing in the sans =
manner thot notice of a specicl meuting of the stockholdors is required to be givern.

ACCEPTANCE OF BY-LAWS BY STOCKHOLDER

The undersigned : » being one of
the stockholders of Loco Hills Pressurc Maintenance Association, Inc., herely =~
approves, accepts, and oadopts the foregoing by-laws as tho by-laws of the corpora-
tion and conscnts that the said by-laws shall be given the same full force and
effect as 1f they had been adopted by the stockholders at o meeting colled for that

purpose,

Signed-at T s this day of
)Au .y - .

- Poge 6 -~



CERTIFICATE OF SECRETARY

STATE OF Naw MEXICO
88

—

COUNTY OF EDDY

I, Fred Brainard, do hereby certify that I am
Secretary of Loco Hills Pressure ilaintenance aAssociation,
Inc., a New Mexico Corporation and have in my possession
the records of said corporation.

That attached to this certificate is the printed form of the
uniform agreement and assignment executed by all of the stock-
holders of the Loco Hills FPressure saintenance association,
Inc. in connection with the financing of the plant and system
and the operating of said plant and system.

I further certify that the association has in its file,
copies of the sald agreement and assignment executed by the
following operators covering the various tracts in the Loco
Hills o0il and gas field; to-wit:

Allen, Fair and rope
Aston, Lucas & .iston
Aston and Fair

Bassett & Birney, et al
Banner Uil Company

Bowers & Bowers

Bright &« Gordon

Brainard & Guy
Continental 0il Company
Gordon M. Cone

Carper Drilling Co.
Continental and Yates
Dixon & Yates

Fair, N.N, & F.

Fair & Bright

R.W. Fair

Franklin retroleum Corp.
Franklin & Tates

Flynn, velch & Yates
Friendshio 0il Corporation
Grayburg Cil Company of New ilexico
Jones & Yates

Kinfolks Trust

Me-Tex Supply Co.

Premier Fetroleum Corporation
O.H. Randel

Rose City 0il Corporation
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Yates & Continental
S.P. Yates

Yates, et al
Sanders prothers
Sallee & Yates
Stroup & Yates

IN JITNESS ¢HERECY, I have hereunto set ny hand
and the offieial seal of said corporation this the gﬁ

day of rebruary, a.l., 1944.

) 7/ / :
//ﬁ/ﬁﬁ/ (- 4%&%%& =
Secretary
LOCOHLLS PRESSURE MAINTENANCE
ABBOCIATION, INC.




AGREEMENT AND ASSIGNMENT

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

dersigned

do hereby agree:

1. This contract is executed in furtherance of a cooperative plan 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 binding upon the parties when identical contracts have been executed by
the owners of not less than 130 producing wells located in said Field as such Field is defined herein.

2. When used in this agreement:
(a) The term “Association” refers to the said Loco Hills Pressure Maintenance Association, Inc.

(b) The term “Operator” refers to the said

{¢) The term “Field” refers to the said Loco Hills Oil and Gas Field and comprises the area specified in
paragraph 3, as such area now exists or may hereafter exist through modification as authorized in said paragraph 3.

(d) The term “operators” refers to and includes persons, co-partnerships, and corporations who own the
operating rights for oil and gas as defined herein in one or more tracts of land located in the Field whose operating
rights have been committed to the conservation plan by the execution of agreements in this or in similar form.

(e) The “operating rights” in a tract of land included in the Field consist of the exploration, development,
and production rights for oil and gas and other carboplferous substances granted by an oil and gas lease or other form
of contract whereby the owner is entitled to produce oil and gas and other carboniferous substances from the land and
to retain same to his own use and benefit subject to the payment of the prescribed royalties and overriding royalties, if
any, and includes ownership and control of the producing well or wells located on the tract or tracts involved.

(f) The term “working interest” as used with reference to oil or gas wells shall be considered as equivalent
to seven-eights (7/8ths) of the amount of production from the well which is saved and marketed.

(g) By a “producing well” is meant a well in the Field from which crude oil, regardless of amount, is being
or can be produced or from which natural gas only is capable of being produced from the oil bearing formation.

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

(i) By “Commission” is meant the State Conservation Commission of New Mexico or any person lawfully
acting under direction of the Commission.

(j) By “Secretary” is meant the Secretary of the Interior or any person lawfully acting under his authority.

(k) The term “system” refers to the pressure maintenance system mentioned in paragraph 1 and which is
more fully described in paragraph 6.

(1) The term “original incorporators” refers te all of the operators who execute this form of agreement
prior to a date to be fixed by the Directors, which date shall be considered as the date of the commencement of the
installation of the system.

(m) The term “subsequent participants” refers to all operators in the Field who are not included in the

term “original incorporators.”
(n) The term “gas” refers to the natural gas which is produced with the crude oil from the wells in the

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

Township 17 South, Range 29 East: S%S% of Section 32; S%SW1. of Section 35; and S% of Sec.
tion 36.

Township 17 South, Range 30 East: NE¥%4NE4, S%N% and S% of Section 31; and W%, W%E%
of Section 32.

Township 18 South, Range 29 East: All of Sections 1, 2, 3, 4, 5, and E% of Section 6; all of Sections
8, 9, 10, 11, N% N, S1%NE% and SE%4 of Section 12; N1 N% of Section 14; NEX%4NE%4, N4 NW14
of Section 15; N1 of Section 16; and N% of Section 17.

Township 18 South, Range 30 East: N%NW14 of Section 5; all of Section 6; and Wit of Section 7.

Subsequent operations and development may disclose that some tracts included in the present limits of the Field should
be excluded from the Field and that some tracts adjacent to the present limits of the Field should be included in and
designated as a part of the Field. Such action may be taken by the Directors with 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 on 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 land
described in sub-paragraph (a) below and that said operating rights are free and clear of liens and encumbrances and
the lawful claims and interests of other persons therein excepting as shown in sub-paragraph (b) below.

(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 other persons therein as follows:



6. The Association represents that it is a New Mexico corporation organized and existing on a non-profit basis,
having a term of existence of fifty years commencing in the year 1941, and with its principal object the installation
and maintenance of the system. In the management of its corporate affairs, the Association shall at all times com-
ply with the following requirements:

(a) The authorized 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 a Board of Directors who shall be seven in number,
and each director must be an operator owning the operating rights in one or more producing wells in the Field or
must be an employee of a corporation or a member of a co-partnership owning such operating rights.

(¢) The authorized capital stock of the Association and the number of directors may be increased or dimin-
ished by the vote of the holders of three-fourths (3/4ths) of the capital stock at a regular or at a special meeting called
for such purpose.

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

(e) All working committees, including the Engineering Committee and all employees, shall be appointed by
the Board of Directors.

(f) No officer or director shall receive any compensation from the Association for his services as such.

(g) Each original incorporator shall be required to subscribe for the number of shares of the capital stock
specified in paragraph 9 (c). Payment for the stock subscribed for shall be made in the manner specified in this agree-
ment on the basis of One Dollar ($1.00) per share. The shares of stock issued on account of each well shall be included
in separate certificates and shall be delivered to the subscriber as provided in paragraph 9 (e¢). The initial certificate
for ten shares provided for in said 1paragraph 9 (c) shall not be delivered to the subscriber until the approval by the
title attorneys of the Association of the title to the operating rights in the producing well on account of which the stock
is being issued. Certificates issued on account of wells thereafter completed shall not be delivered until evidence has been
furnished of the acceptance of such well as a producing well by the Conservation authority having jurisdiction. The
shares of stock represented by such certificates shall be considered as fully paid and non-assessable and the provisions
in this agreement providing for the apportionment of operating expenses shall not be considered or construed as an
assessment upon the stock of the Association.

(h) Any subsequent participant may be admitted to participation in the plan upon such reasonable terms
and conditions as may be imposed by the Directors, provided, however, that such subsequent participant shall be re-
quired to execute an agreement with the Association containing the applicable provisions of this agreement and pro-
vided further that the shares of capital stock which may be issued to such subsequent participant on account of & pro-
ducing well shall not be in excess of the number which would have been issued on account of such well if the subsequent
participant had been an original incorporator and the amount which the subsequent participant shall be required to pay
for the shares of stock issued to him shall not be less than One Dollar ($1.00) per share.

(i) The ownership of the shares of the capital stock which are issued on account of a producing well must
follow the ownership of the operating rights in such well and in the event of a transfer of the operating rights in a well
the stock certificate issued on account of such well must be transferred to the new owner of such operating rights. If
the operating rights in a well are owned by more than one person or corporation the stock certificate shall include
the names of all such owners and in the event of a transfer of either the entire operating rights or an undivided in-
terest in same, the new certificate will likewise contain the names of all of the owners of the operating rights in such
well after such transfer.

(j) In the event of the abandonment of any well on account of which shares of the capital stock of the As-
sociation have been issued or have become issuable, the holder of such stock certificate shall not possess any voting
rights with respect to the shares of stock represented by such certificate, excepting in matters pertaining to the disso-
lution of the Association.

(k) It is not contemplated that any profits shall inure to the Association by reason of its operations or that
any dividends shall be paid to the stockholders excepting upon dissolution. The Directors shall maintain an operating
fund not exceeding at any time the sum of Five Thousand Dollars ($5,000.00) composed of monies received from the
sources specified herein and of any other income received by the Association out of which operating fund payment shall
be made for operating expenses, repairs, and replacements, and for such other purposes as are specified in this agree-
ment. No mortgage or other encumbrance of the system other than the mortgages provided for herein shall be valid
and binding upon the Association or a lien upon the system unless authorized by a vote of the holders of three-fourths
(8/4ths) of the outstanding capital stock having voting rights.

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

(m) Any time after but not before the bank loan referred to in paragraph 7 is retired, the Association may
be dissolved by a vote of the holders of two-thirds (2/3rds) of the issued capital stock.

6. The Association is obligated to construct and install and to maintain and operate 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 Directors.

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

(c¢) The system will utilize the gas obtained from the operators in the Field by returning such gas to the
oil bearing formations but in the furtherance of the conservation plan natural gas from other fields or from forma-
tions within the Field other than the oil bearing formations also may be utilized.

(d) The system shall be operated for the purpose of securing and maintaining within reasonable limits a
state of equilibrium 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 gas to the oil bearing 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 objections. 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
are located on Government lands, provided, however, that nothing contained in this sub-paragraph shall be construed
as authorizing 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 is or shall be entitled 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 agreements. The
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 amount of such loan re-
mains unpaid at the maturity date, the Directors may negotiate such renewal or extension of the note as to such



unpaid balance as may be agreed upon with the bank, and to that end the Directors may execute a new note for
such unpaid balance specifying such maturity date as may be agreed upon with the bank. In the event of any such
renewal or extension or issuance of a new note for such unpaid balance, the lien of the mortgage provided for herein
shall remain in force and unimpaired as security for such unpaid balance. The amount of such loan shall not exceed the
amount required for the installation and construction of the system, provided, however, that a sum not to exceed Five
Thousand Dollars ($5,000.00) may be included in the amount of the loan, which said additional amount shall become
a part of the operating fund provided for in paragraph & (m) above. All amounts received by the bank pursuant to
the said assignment from the Association after deducting not more than one cent per barrel of the working interest oil
for operating expenses shall be applied monthly toward the payment of the said promissory note, first to the pay-
ment of accrued interest and then to the payment of principal. If the amounts received by the bank pursuant to the
assignment above mentioned shall be insufficient to pay the said loan at its maturity or at the expiration of any ex-
tension or renewal of the loan then the Directors are authorized to refinance the unpaid balance of said loan at the
best interest rate obtainable by the execution of a promissory note and mortgage as provided for herein for the origi-
nal loan and in that event the assignment of five cents per barrel of working interest oil provided for in paragraph
9 (a) herein shall continue in full force and effect until said refinanced loan is fully paid and discharged. The bank
making the loan above authorized shall be entitled to rely upon a certificate of the President or other authorized officer
of the Association showing the cost of the installation and construction of the system and any amount loaned on the
basis of such certificate shall be a binding obligation of the Association, although such sum may be in excess of the
actual cost of installation and construction plus the sum of Five Thousand Dollars ($5,000.00) above mentioned.

8. The Operator is obligated as follows:

(a) The Operator at his own expense will prevent the escape of the gas, excepting such as may be un-
avoidably lost, which shall be produced from all of the producing wells which are or may hereafter be located upon the
tracts of land deseribed in paragraph 4. Such gas, excepting such as may be required for operating purposes, shall
become the property of the Association and shall be delivered to the Association by the Operator on his lease without
removal of the gasoline content and shall be transported to the pressure station by the Association at its own expense
and through gathering lines laid by it. To effectuate orderly delivery of such gas, Operator will produce his wells ac-
cording to such equitable time schedule as may be established by the Engineering Committee, provided, however, Oper-
ator shall not be required to produce any well at a time or in a manner detrimental to such well.

(b) The Operator hereby grants to the Association during the continuance of the operating rights of the
Operator an easement over and upon the lands in the Field described in paragraph 4 (a) for the purpose of laying and
maintaining gathering lines from Operator’s wells and also from other wells in the Field and for the laying and main-
taining of pressure lines to input wells whether such wells are located on Operator’s lease or other leases in the Field
and for the purpose of constructing, maintaining, and operating pressure stations and other structures and installations
which may be required for the operation of the system, provided, however, that all lines, structures, or installations
built or laid upon any lands of Operator in the Field shall be so constructed and laid as to avoid unnecessary interfer-
ence with Operator’s lease operations.

(¢) The Operator hereby grants to the Association the right of ingress and egress with respect to all of
Operator’s said lands and to the producing wells located thereon insofar as may be necessary or convenient for the
proper installation and maintenance of the system, provided, however, the Association shall save and keep harmless
the Operator from all lawful claims and demands of other persons insofar as any such claim or demand results from the
operations of the Association on 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 Association while engaged in the performance of their duties as such. The Asso-
ciation shall at all times maintain for the protection of Operator 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 of returning gas to the oil bearing formations or for the purpose of introducing natural gas from areas
outside the Field or from other formations within the Field into the oil bearing formations of the Field. The use of
such input wells may be continued for such periods of time as may be recommended by the Engineering Committee
subject to the right of the Operator to appeal from the decision of the Engineering Committee in the manner provided
in this agreement. The Operator shall be entitled to produce from other wells on his lease the amount of allowable
production of oil which would have been produced from an input well during the time of its use as such if such well had
remained on production, provided, however, if for any reason Operator is unable to produce such amount of allowable
production from other wells located on his lease then he shall be entitled to reimbursement from the Association for all
loss sustained by him on account of 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 as only
one producing oil well is 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 a 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 against each
producing well in the Field committed to the plan for such period of time as may be determined by the Directors,
which said amount shall be collected in the same manner as the five cents per barrel of working interest oil shall be
collected 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 assessment of not to exceed two cents per barrel of working interest oil may be 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 purposes 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 stock 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. (a) 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 producing well
which may be completed hereafter 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 mecessary 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 as an oper-
ating fund and the remaining amount not so retained shall be applied as a credit toward the purchase price of the cap-
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 the payment of
the five cents per barrel specified in this paragraph and the amounts thus received by the Association shall be applied
as if the oil had been produced from the well for which the allowable was made.



. (b) The provisions of the sub-paragraph next preceding ( 9 (a) ) shall cease to be in force and effect upon the
payment in full of the loan provided for in paragraph 7 and any loan made in substitution for same or any part thereof.

(¢) The number of shares of the capital stock of the Association which the Operator shall become entitled
to receive and for which .such Operator hereby subscribes under the provisions of this agreement for each producing
well owned by him or which may be completed by him on lands described in paragraph 4 (a) before the loan provided
for in paragraph 7 has been fully paid shall be the number of shares equal to the number of dollars received by the As-
sociation out of the production from such well under the provisions of paragraph 9 (a) and credited toward the pur-
chage price of such capital stock as provided in said sub-paragraph. Subject to the provisions of paragraph 5 (g) a
certificate for ten shares of the capital stock shall be issued to the Operator for each producing well now existing upon
the payment by the Operator of the prescribed price of One Dollar per share. The amount thus paid for each certifi-
cate shall be considered as an advance payment to be credited upon the amounts which shall become payable out of the
production from such well under the provisions of paragraph 9 (a). On the first day of July, 1941 and semi-annually
thereafter while any portion of the loans provided for herein remains unpaid there shall be issued to the Operator cer-
tificates representing the number of shares of capital stock for which payment has been received by the Association
in the manner provided herein during the preceding six months period. When the said loan or loans are paid in full,
the Operator shall receive certificates for the additional capital stock paid for by such Operator since the last day of the
previous period for which stock has been issued. No voting rights shall attach to any shares of capital stock for which
payment has been received by the Association but for which the Operator has not become entitled to receive certificates
as provided in this sub-.paragraph.

(d) Excepting as is provided in the sub-paragraph next preceding ( 9 (c) ) none of the authorized capital stock
of the Association remaining unissued when the above mentioned loan is fully paid shall be issued for any purpose or on
any account other than in connection with the completion thereafter of producing wells in the Field on lands committed
to the plan. The number and price of the shares issued shall be fixed by the Directors subject to the provisions of para-
graph 5 (1) in the case of wells completed by subsequent participants.

10. The Operator hereby declares that the obligation to pay the above mentioned five cents per barrel of work-
ing interest oil which shall be produced from Operator’s wells shall constitute a direct obligation of the Operator to
the Association and to the above mentioned bank as its assignee which shall be unqualified and unconditional and not
revocable for any cause whatsoever so long as the said obligation is held by the said bank or its assigns as security for
the said loan.

11. The obligations imposed upon the Operator by this agreement shall be considered as covenants running with
the land and shall be binding upon any person or corporation succeeding to the ownership of any or all of the above
described operating rights and such succeeding owner shall be entitled to all the benefits and privileges accruing and
to accrue to the Operator under this agreement, including the ownership of the shares of stock of the Association pre-
viously issued to the Operator on account of any producing well included in the transfer to such successor.

12. Nothing contained in this agreement shall be considered or construed as authorizing, requiring or permit-
ting the performance of any act in violation of any valid rule, regulation or order of any regulatory body having juris-
diction in the premises.

IN WITNESS WHEREOF, this agreement has been signed in by the parties on this the

day of , A. D, 19

LOCO HILLS PRESSURE MAINTENANCE .
ASSOCIATION, INC.

ATTEST: By
President
Secretary
STATE OF }
88
COUNTY OF
On this the day of ., A. D, 19 , before me personally appeared

, to me personally known, who, being by me duly sworn, did say that

he is the_______ President of Loco Hills 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
acknowledged said instrument to be the free act and 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 commission expires
Notary Public




HOTICL rOR FUBLICATION
STATE OF W IEXICC

CIL CONSERVATIC: CCILISSICH

The 0il Comservation Commission, by law invested with
Jurisdiction as the oil and gas regulatory body of the State of
lew liexico, hereby gives notice of the following hearing to be
held at Santa Fe, kew riexico:

Case No. 55

n the matter of the applicaticn of Fred Turaner, Jr.,
or an order authorizing o bonus allowable tc he
granted to any operator wiio makes & discovery of
new oil pool or a mew producing horizon in an
existing oil field or an extension of an existing
01l pool by drillinz two miles or nmore from any
commercially productive oil well. This case is
set for 10 A.0., August 4, 1944.

IR w

3
o)

Any person having any intersst in the subject of said
hearing is entitled to 22 heard.
Tne foregoing lotice of Fublication was ade rursuaunt to

the direction of the Comuission at its Txecutive leelting July ¢,

Given under the seal of said Comuission at Santa Fe, lew

iexico, on July 13, 1944.
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S CHECK \

Charge to the account of.

J Tixss of SERVICE DESRED \ - —~a
DOMESTIC CABLE : 1206
TELEGRAM ORDINARY y
DAY URGENT A 1

LETTER RATE . . ACCOUNTING INFORMATION
SERIAL DEPERRED "
NIGHY NIGHT : .

LETTER LETTER
Patrong should check class of service TIME FILED
desired; otherwise the message will be -

transmitied as 2 talegram or A, N. WILLIAMS
N\ ordinary cablegram. PRESIDENT
FOR VICTORY

Send the following telegram, subject to the terms on dack hereof, which are hereby agreed to

BUY

SANTA FB NEW MEXICO AUGUST 11, 1944 | WAR BONDS |
L TODAY J

MR. FRED TURNER, JR.
MIDLAND, TEXAS

mmcmmmwmmmmmsm.
ORDER PROBABLY WILL BE ISSUED FARLY NEXT WEEK., KINDEST REGARDS

AND SEB YOU 300N.
HOHR M. KBLLY
DIRRCTOR

SENDs  DAYLETTER, COLLECT.



Affidavit of Public( n

State of New Mexico,
County of Eddy, ss.

F. B. Rigdon, being first duly sworn,
on oath says:

That he is publisher of the Daily Cur-
rent-Argus, a newspaper published daily at
the City of Carlsbad, in said county of Eddy,
State of New Mexico and of general paid
circulation in said county; that the same is
a duly qualified newspaper under the laws
of this state wherein legal notices and ad-
vertisements may be published; that the
printed notice attached hereto was publish-
ed in the regular and entire edition of said
newspaper and not in a supplement thereof
on the dates as follows, to-wit:

...... July. 17..............., 19,44
............................. , 19..
............................. , 19..
............................. , 19..
that the cost of publicationis $3.12..... ,
and that payment therefor has been made
and will be assessed as court costs.

|

(Published July 17, 1944)

MUNDA Y, JULY 17, 1444
NOTICE FOR PUBLICATION
STATE OF NEW MEXICO
OIL CONSERVATION

Four Locations
The Ollcggrlllilriiigllj Comml«In Edd COuntY

sion, by law mvested with ju

dicti the oil and 1c L w k
sdiction as the il and sas resui S alead] Last Wee

Mexico, hereby gives notice of th HOBBS, July 17 (#) — Five new
followmg hearing to ‘be held sgcations were staked in the
Santa Fe, New Mexico: Southeastern New Mexico oil area
Case No, 55 during the past week, one in Lea

In the matter of the applicacqunty and four in Eddy county.

2N e Y|

he
fr

St

Jt
al

—There were three completions inySI

My commission expiressZ = ce



AFFIDAVIT OF PUBLICATION

State of New Mexico,
County of Lea

rg/bm %JM

%M/fé/w

k ,
.‘Of the Hobbs Daily News-Sun, a
daily newspaper published at Hobbs,
New Mexico, do solemnly swear that
the clipping attached hereto was
published once a week in the regular
and entire issue of said paper, and
not in a supplement thereof for a

period of

M%

beginning with the issue dated _____
C Nty 7 193/-(/

/Jendmg w4 the issue dated ________
V%mm v

Swom and subscribed to before me
t}us\ - /,-____1____ . day of ___.
198/

% /M 4/&// 7

Pubhshel)

‘Mir}:o‘mnﬁssion expires _____ ..
LAt T

/o&(eal)

‘This newspaper is duly qualified
to publish legal notices or ad-
vertisements within the mean-
ing of Section 3, Chapter 167,
Laws of 1937, and payment of
fees for said publicaton has
been made.

NOTICE FORXﬁUBLIC‘ATION ;
STATEE.OF 'NEW MEXICO
OIL CONSERVATION
COMMISSION *

- The Oil Conservation Commis-
sion, by law-invested with juris-]
dlctlon as the oil and gas regula-’
tory body of the State of New
Mexico, hereby gives notice of the |
followinig HBearing to be held at
Santa Fe, New Mex1co

Case No. 55
In the mattér of the apphca-
tion of Fred Furner, Jr., for an
order authonzmg a bonus al-
lowable to be granted to any
operator who makes a discovery F
of & new oif pouI oY a new pro-
ducing horizon in an.existing oil
fleld or an_extension of an ex- }
isting oil pool by drilling two
miles or more from .any com-
mercially ‘prb'ductive oil well.

This case is‘set for 10 a. m,
August 4, 1944, 1

Any person having any interest
in the subject of- ‘said hearing is
entitled to be heard.

The foregoing Netice of Publi-
cation was made pursuant to the
direction of the Commission at its
Executive Meeting July 6, 1944.

Given under the seal "of said|
Commission at Santa Fe, New!|
Meuco, on July 13, 1944, :

OIL CONSERVATION
- COMMISSION E
by (Sgd.) JOHN M. KELLY |

SECRETARY
(SEAL)




Suiive POR PUBLICATION
| , STATE OF NEW MEXICO
/ Ol Conservation Commission
/ The O1l Conservalion Gommission,
(by law invested with Jjurisdiction as.
/| the oil and gas reguialory body of
the State.of New Mexico, héreby
%év;: go}:écetoé;h: following heating
eld a nta Fe, Ne :
ICase No. b New Mexico:
n the matter of the applicaiian
of Fregl Turner, Jr., for an order
author1zin§ a bonus allowable to
be granted to any operator wio
makes a discovery of a new oil pool
or a new producing herizon in an
existm.g’oil field or an extension of
an existing oil vool by drilling two
miles or more Trom any commer-
clally productive oil well. This case
is set for I0 A. M., August 4, 1944
Any person having any interest in
the subject of said hearing is en-
titled to be heard.

The foregoing Notice of Publica-
tion was made pursuant to the di-
rection of the Commission at its
executive meeting July 6, 1944.

Given under the seal of said Com-
mission at Santa Fe, New Mexizo,
con July 13, 1944, .

i 'OIL CONSERVATION
i COMMISSION,

"By (Sgd) JOHN M. XELLY,
(Seal) Secretaly
Pub. July 15, 1944.,"

OonIoT ‘n:trcr—JILL

=8, lines, one time at $....

lines, times,

2.88

Affidavit of Publication

State of New Mexico,
County of Santa Fe

1, Ce be Floyd , being first duly sworn,

declare and say that | am the (Business Manager) Bdirnr) of the..canta. e . .
New Mexlcan , 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 qualified to 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 paper once FaglMEER]
for.....on¢ Lime camsoutiverwesksy el Ton T AR Ay B TR Rk T
the regular issue of the paper during the time of publication, and that the notice was
published in the newspaper proper, and not in any supplement, SHETEEEGHINEE for

one tine wedksssaRveEsElyIeReNER S publication being on the
1580 day of July , 1944, anraherrtaemubse-
thmmtin Be'i £ 152801 , 18 .; that payment

for said advertisement has been (duly made), or (assessed as court costs); that the

undersigned has personal knowledge of the matters and things set forth in this affidavit.

Manager

/7 H

Tax $oo

Total

Received payment,

" 194"_.’7.(

Notary Public.

By

ol L FLAT
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“IL CONSERVATION COMMISSIO™
SANTA FE., NEW MEXICO

July 14, 1944

Mr. Fred mr, JTe
Midland, Texas

Ret Case No. 55 = Notice for publication
Dear Mr. Turner:

Enclosed is a copy of notice of hearing in the above .
capticned case. Hearings of this nature are quasi-judicial and are
heard upon sworn testimony. You, as applicant, and any other interested
party should be prepared to supply sworn testimony béforetthe
Comnisaion in order that mhatevar order the Cammission may adopt
pursuant thereto will have the support of such testimony. Orders
of the Commission made pursuant to a quasi-judicial hearing are
subject to review by the District Court. The Commimsion, so far,
has never been reversed by any Court, largely thmough giving close
attention to the detalls necessary for the support of an order.

Many of the documentary matlers you submitted along with
your petition for a hearing are really of evidentiary nature and if
you see fit you may introduce any of these matters inte evidence at
the hearing.

Very truly yours,

John M. Kelly
Director

By
Chief Clerk & Legal Adviser

CBLsMS



CLASS OF SERVICE

: T 1201 [ SYMBOLS ]
h . ) DL =Day Lexter
Telegram or Cable- ' . " -
m unless its de- [ ” NE=Nighe Lecter
erred character is in- < ¥ C=Deferred Cable
dicated by a suitable ' T A / —
symbol above or pre- ) - {LT=Cable Night Letter

ceding the address. A N. WILLIAMS L Ship Radiogram
PRESIDENT

The Fline fima chaum in tha data lina nn teleorams and dav Jatters i= RTANDARTD TIME at point of origin. 'Time of receipt is STANDARD TIME at point of destination
a3 DS "y [ oul TR A (“ n J,
V212 2= !r)-_.f’\u M S R B . o LR 4 \
—— e - T UL gs AN -
SRER [ o [\ (\ [
L]GLI'.—; 4\4..!..-3._1 CY‘-

This is a full-rate

Piin ks [ R SAAN AWLEE N SN el B LN RIS e

IV OUEXICO OlL COHMSERVATION CONISSIC: &F=

[aBA KT HOCADI S At n~mRan gl | AMTY TV O /Yyt ey
g.\u FGP\ ileE\i‘xllk‘\i iy O i f‘?nTL.' IOOL Fve L LilSI‘-J{J:JL;ir‘Z\i

ALLOVABLES WILL REACH YOU
PLEASE CALL TR INSUFFICH
FRED TURHER JR.

i

THE COMPANY WILL APPRECIATE BUGGESTIONS FROM ITS PATRONS CONCERNING IT8 SERVICE
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FRED TURNER, ]r.

OIL PROPERTIES
Midland, Texas

July 7, 1944

¥r. John M. Kelly, Secy.
New Mexico 011l “onservetion Comm.
Santa Fe, New lexico

Dear Mr. Kelly:

In connection with our discovery well lo-
cated 1n the SE/4 of the SW/4 of Section 4, 173, 36E,
Lea County, New Nexico, which well has been placed
on your records in the South Lovington Field, we
respectfully request that st your next recular hearins
you review the facts surrcunding this discovery and
designate it as & new field. Cross sections east to
west and north to south are submitted herewith to sub-
stantiate the fact that this well is located on =
structure separate from the South Lovington Field.

Thanking you for usual kind consideration,
we are,

Yours very truly,

FT/hp



FRED TURNER, Jr.

0OIL PROPERTIES
Midland, Texas

July 7, 1944

Mr. John M. Kelly, Secy.

New Mexico Oll Conservation Comm.
Box 871

Senta Fe, New Mexico

Dear NMr. Kelly:

In view of the Nationsl Emergency and a threatened
future oil shortage in this country, we feel that the State
of New Mexico should adort some regulation which would
stimulate wildcat drilling and the discovery of new oil
pools. We believe that you will agree that a rew discovery
shonlcd be granted a large enough allowable to enable the
operator to have his capltel invsstment returned in a
shorter period than the present well allowable will allow.
In view of these facts, we ask that at the next reguler
hearing an order be entered along the following lines:

NOW on the 29th day of July, 1944, the Commission
having beforé it for considerstion the testimony adduced
at the hearing of said case and being fully advised in the
premises:

IT IS THEREFORE ORTERED:

That effective June 1lst, 1944, in order to stimulate
the drilling of wildcat wells in the State of New Mexico
and because of the greatly incressed cost of drilling, the
Commlssion finds that a larger per well allowable should
be granted to operetors who make a discovery of a new oil
field and the scale of daily well allowables as set forth
below shall be applied under the hereinafter prescribed
conditions.

SCALE OF ALLOWABLES

Interval of Depth Dally Well Allowable
0O - 1,000 20 bbls.
1,000 - 2,000 40 bbls.
2,000 - 3,000 60
3,000 - 4,000 80
4,000 - 5,000 100
5,000 - 6,000 120
6,000 - 17,000 140
7,000 - 8,000 160

8,000 - 9,000 180



Mr. John M. Kelly, Secy. July 7, 1944 Paze -2-

9,000 - 10,000 200 bbls.
10,000 - 11,000 220
11,000 - 12,000 240
12,000 - 13,000 260
15,000 - 14,000 : 280
14,000 - 15,000 300

The assigmment of discovery allowables shall be in
accordance with the following provisions:

After a discovery has been made, the operator shall
file with the Cormission an application for a discovery
alloweble. A discovery well shall be any producing well which
is located at a distance of two miles or mors from the nearcst
producing well in the nearest producing o1l field or any well
in a producing oil field which shall develop production of oil
from a different horizon from that of the pool in which it is
located and the first ten wells drilled under these conditions
shall be granted discovery allowables for a veriod of twelve
months from the date of completion of saild wells.

Your consideration of this request would be anpreciated.

Yours very truly,

FT/hp



FRED TURNER, Jr.

QiL PROPERTIES
Midland, Texas

July 7, 1944

¥Mr. John M. Kelly, Secy.
New &exico 0il Conservation Corm.
Box 871

Santa Fe, Néw Mexico

Dear Mr. Kelly:

Ag per your rsquest, we attach hereto a
copy of the Texas Rallroad Commission Order zrant-
irg discovery allowables in the State of Texas.

Yours very traly,

FT/hp



NEW FiELD ALLOWABLES

Special Order Fixing Allowables for Wells in New Fields in the

Stote of Texas, Effective Februsry 1, 1942, as Amended by Orders
Effective June 1, 1942, August 17, 1942, January 18, 1943, and
August 17, 1943.

NOW, THERFFORE, IT IS ORDERED BY the Railroad Commission of Texas,
that effective 7 A.M., August 17, 1943, 1ts Order No. 20-4356 dated
January 15, 1943, be amended in such a manner that the scale of daily
well allowables as herein set forth shall be applied in determining

the o0il allowable of wells under the hereinafter vrescribed conditions.

SCALE OF ALLOWABLES

Interval of Depth Daily Well Allowable

0 - 1,000 20 bbls.

1,000 - 2,000 40 bhls.
2,000 - 3,000 60
3,000 - 4,000 80
4,000 - 5,000 100
5,000 - 6,000 120
6,000 - 7,000 140
7,000 - 3,000 160
8,000 - 2,000 180
9,000 -10,000 ‘ 200
10,000 ~11,000 220
11,000 -12,000 240
12,000 -13,000 260
13,000 -14,000 280
14,000 -185,000 300

IT IS FURTFER ORDERED, That the assignment of discovery well allowables
shall be in accordance with the hereinafter prescribed provisions;

(1) Procducing oil wells, subject to the limitations hersinafter
set out, that are drilled in what is determined by the commission to
be either a new field, a new producing horizon in an old field, or an
extension of the producing limits of any known producing horizon shall
be =ntitled to the discovery allowsble.

(A) For the purpose of assigning discovery allowables, groups or
clusters of wells shall be considered. Each such group or cluster of
wells shall consist of the first well in such group or cluster and
all other wells which are completed within a radius of less than one-
half mile of the first well of such group or cluster. The discovery
allowable as applied to any such group or cluster of wells shall have
its allowable beginning on the date that o0il is first satisfactorily
marketed from any well in the group or cluster and shall, in no event,
apply for more than 18 months thereafter, starting from the date of
each well's having a satisfactory outlet to market. Selling oil from

any well is evidence of a satisfactory market for that well, but does

not commit the owner of any other well. The completion of a sixth



well of any group or cluster shell terminate the discovery allowable
for all wells included in that group or cluster. The purvose of this
order is to encourage extensions of development, and to develop new
0il reserves.

(B) Any producing oil well completed at a distance in excess of
one-half mile from the closest well whlch produces o0il from the same
horizon may be claimed to be the discovery well around which a group
or gluster of wells may be started. In order to be assigned to such
group or cluster so established, all subsequent completions must be
within a redius of less than one-hzlf mile from the well which este-
blished the group or cluster to which it is desired to assign such
subsequent completions and must in addition thereto be more than
one-half mile from any well used to establish any other group or
cluster of wells.

IT IS FURTHER ORIERED, Thet all w ells to which the provisions
of this order shall be found to apply shall be exempt from all
shutdown orders during such period of time‘as the p»rovisions of
this order are applied thereto.

IT Is FURTHER ORDERED, That this Cause be held open on the

Docket for such other and further orders as may be necessary.



