BEkuil THE OIL CONSIAVATION COCbuIsSION
STATE O Niow wEXICO

IN THS wADPER OF ©HY AFPPLICALION OF )

LOCO HILLS FRUSSUR: KMAINTEN WNC'. ASSOCIAIION,IHC.)

PO KSlABLISH A PRORADION FLAN #Q: THE )

LOCO HILIS FPISLD IN EDDY COUNTY, HKW y¥BEXICO )

BRIEF IN SURFORT COF ARFLICALTION
Dated January z8, 1944

Comes row the loco Hills :rressure liesinterance associstion,
Inc., ard, ss suprorting dats with respect to the request made to
the Cil Corservation Commissior for the Iloco Hills #ield with
respect to the production of ocil and gas from ssid field, respect=-
fully submite the following:

1. That there is filed with this brief a map of the aresa
included in the loco Hills (il and Gas Field in .ddy County, ilew
Mexico, and such map is attached hereto as an exhibit.

Z. Ihat Loco Hills iressure lainterance .issocistion, Inc.
is a New Mexico corporation organized in Lkarch of 19%41. [hat
there is filed with this orief a certified copy of the by-laws
with & certified copy of the Articles of Ircorporation of said
association.

3. Ihat the stockholders of the Loco Hills :ressure lLainte-
nance Association, Inc., in connection with the firancing of the
construction of the pressure maintenance system, have executed a
Uniform Agreement and issignment. That there is filled with this
brief a printed fom of sald Uniform igreement and .ssignment,
together with a certificate showing the operators in the Loco
ti{11s i#ield who have executed copies of sald sgreement and 'ssign-
ment.

4, hat the supporting data filed with this brief is fur-
rished in concection with the aprlication made by Loco Hills :ressure
Mairtenance association, Inc., vnder date of Jaruary <8, 1944, for an
order of the il Conservation Commiscion to be entered with respect

to the Loco Hills #ield in rddy County, Hew lexico as follows:



a. Continuing the two thousand cubie foot gas-oil
ratio limitatior now in effect.

b. Establishing an allowable for the month of larch,
1944, of thirty barrels per well per day with s
provision for the Loco Hills tressure Laintenance
Association, lnc. to make application for such
maximum rate of withdrawal ss may seem advisable
with such rate 3%432 cot below twenty barrels per
well per day, no 6rty barrels per well per day.

C. that the order heretofore ertered, allowing other
wells on the same basic lease to make up the allow-
able for a well being used by the association as an
input well, be rescinded.

5., 1That in the hearing to be held on February 10, 1944, the
applicant, Loco Hills tressure liainterance issoclation, Inc., will
present testimony of its engineer and supporting data by the engi-
reer with respect to the above renuvest.

fespectfully submitted,
17CO HILLS TRESSUZE MAINTENARC: ASa'N, INC.

~—

; isgociation
irteslia, New Mexico



CARTIFICATE OF SHBCRETARY

STATE OF NiW EnXICO )
:ss
COUINTY OF HDDY )

I, Fred Brainard, Secretary of Loco [iills Pressure
daintenance Association, Inc., a corporation, do hereby
certify i-cecmmmmmme e

That I am the 3ecretary of Loco i#ills Pressure
Maintenance association, Inc., a liew Mexico corporztion and
as such have in my possession the .rticles of lncorroration
and the By-laws of said corporation, that attached to this

certificate are true and correct copies of the articles of

[©))

Incorporation and the By-laws of said eorporation.
IN 7ITHmos WHEHECS, I have hereunto set my hand .nd
affixed the official seal of said corporation on this the

C; day of february, 1.U., 1944.

/ - = ;

P A I D

veecretary
LOCO HILLS PrudsUxs 4iINTaiakCon
AS30CITION y LNC.



ARTICLES OF INCORPORATION
OF
LOCO HILLS PLuE33Uxg MATINTENANCE
ASSOCIATION, INC,.
The undersigned, who are all of lawful =ase and
are citizens of the United States of .merica and Citizens
and residents of the State of New lexico, do hereby form
5 corporation under the laws of the State of Hew jlexico in
accordznce with the followin~ declarations =snd provisions,
and do hereby certify.
I.
The name of the corporation shall be Loco Hills
Pressure Maintenance association, Inc.
IT.
The principal office of the corporation in the
State of New Mexico shall be located at artesia in #Zddy
County. The name of the aszent of the corporation in szid
office and in charge thereof upon whom process against
the corporation may be served 1s Fred Brainard and his
Post Office address is irtesia, 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 liills 0il and Gas #ield in
kddy County, New Mexico in futherence of proper conserve-
tion of the reservoir energy in saild oil and gas field.,
To that end the corpor=ztion shz211 have power to do and
perform any act, transaction, or undertaking which in the
opinion of its Board of Uirectors 1ls expedient, necessary,
or conducive to the furtherence of said principal object,
including the acgquisition, 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 corporation, and the acguisi-
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 acguire@ by it shall be subject to
the provisions of Section VIII.

The enumeration 5f a specific power herein shall
not be considered aB excluding other powers not mentioned
herein and which in the opinion of the Board of Directors
are necessary, expedient, or convenient in the carrying
on of the business of the corrorstion.

Iv.

The total authorized capitzal stock o the cor-
poration that may be issued by it shall comsist of 250,000
shares of common stock without nominal or par value and
the number of shares with which the corroration will com-
mence business 1s 30 shures. [I'he value of the entire
suthorized capital stock will not exceed ,;25,000,00.

Ve

The names of the incorrcorators and their re-
spective Post Office addresses and the number of shares of
the capital stock of the corporation respectively subsceribed

for by each are:

Bert iston, Smith, New [leXicO0-e-mcmmemou o~ 10 shares

Martin Yates, Jr., irtesia, liew lexico ----- 10 shares

Tred Brainard, artesia, Ijew Uexico ---veewmw- 1C shares
VI,

The term of the existence of the corporation shall
be Fifty years.
VII.
The Board of Directors shall be seven in nunber.
It shall not be necessary 7or z direector to be 2 stock-
holder or a resident of the State of New ilexico, ihe vote

o
RS

of a majority of the directors shall e reguired to

D
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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 directors for the first three months after
the filing of the certificate of incorporation shall be:
Emery Carporicecseccessecesssesartesia, New Mexico
Co Jo Dexter.seersescceacsssss Artesia, New Mexico
Hugh L. JohnstoN.seeesaesssea.Hobbs, New Mexico
Bert AstON.scscsescsvececeasesedmith, New Mexico
James M. Murray, Sre.see.s.....Hobbs, New Mexico
Martin Yates, Jr.e.ceceeeeeeeesoartesia, New Mexico
Fred Brainardeceeeeseseesesessartesia, 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 0il 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 corporztion be limited to the
owners Oof the producing 2il and gas wells in said field ang
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 corporuation in
violation of the restrictions upon stock ownership imposed
by this section shall be null znd void. In the event a
well is abandoned, all shares of capital stock issued on
account of such well shall cease t0 carry voting rights,

excepting in matters pertaining to th: dissolution of the

corporation.



IX.

The capital stock of the corporation shall be
issued and disposed of for such consideration and upon such
terms a8 may be fixed by the Board of Dirsctors.

L.

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




3TaTE OF NEw HMELICO )

COUNTY OF =DDY )

9!

On this the 1lst day of March, ..u., 1941,
beforeme personzlly appeared bern .iston, Hartin Yates,
Jr., and fred srainard Lo me perscnally 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 WITNE3S vHEhEQOF, I have hereunto set my hand
and official sezl on the day =2nd year in this certificate

first ibove written.

iy Commission 2xpires

Lec., 22, 1941 (32d) J.3. Jard

Notary rublie
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CoaRTIFICATE OF INCORFOAIION
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I'u__j

Loco liills Pressure

@lintenance .associztion, Inc.

4

Wil CORPORATION COM TISSION

(@)
=

DA MEXICO

ik 7 1941- 9:40 =a.n.

Jde. J. ROomero
CLERK

Filine $25.00

c.C. $ 240




BY-LAWS
oF

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

ARTICLE I
Stockholders

Section 1. Annual Meeting. 4 neeting of the stocltholders of the corp-
oration shall be held annunlly at the principcl office of the carporation in the
state of New Mexico at 10;00 eo'cleck in the Forezoon on the first Tuesday of Febru-~
ary in each year, if not a legal nolidey and if a Jognd holidoy then on the next
succeeding Tuesday not a legal nsliday, for the purpese or siecting directors and
for the transaction of such other business as moy ve broughlt before the meeting.

Written notice of the amnmuol mecting shall be mailed at least ten days
prior to the nmeoting to each stockholler of rccord at his adéress as the sane
appears on the stock bock of ths corporation. A failure to mail such notice or any
irregularity in such notice shall not cffect the validity of any annual mseting or
of any proceedings at ony such neeting.

Section 2., Special Mecutings. Speciel noetings of the stockholders of
the corporation may be held ak the principal office of the corporation in the State
of New Mexico whenever called.in writing, or by vote, of a majority of the board of
directors or by a mojority in intorest of the stockholders.

Written notice of such special meeting stating the day, howr, and place
thereof and in general terms the business to be transacted thereat shall be malled
at least fiftcen days prior to the meeting to each stockholder of roecord at his
address as the same appears on the stock book of the rorporation. If all the stock-
holders shall waive notice of a speciel necting, no notice of such mooting shall be
requirod; and whensver all the stockholders shall mect in porson or by pruxy such
neeting shall be valid for all purposes without call or notice and at such neeting
any corporctu action moy be taken,

Section 3. Quorun. At any meecting of the stockholders the holders of
the majority of the capital stock issued cnd outstending and having voting rights
present in person or rcpresented by proxy shall censtitute a2 guorum for all pur-
poses, but when a quorum is not present a mejority in interest of the stockholders
prescnt in person or by proxy ncy adjourn from tinc to tima without notice other
than by anrouncenant at the neeting until holdors of the anount of stock requisite
to constitute a quorum shall attend. At any such cdjourncd meeting at which a
quorun shall be present any business mey bo transacted which might have been trans-
acted at the meeting as originally notified.

Section 4. Voting. Subject to the rostrictions 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 instrunent in writing sub-
scribed by such stockhclder or by his duly authcrized attorney and delivered to the
Secretury at the neeting; and he shall have cne vote for each share of stock stand-
int registered in his nane. Upon denand of any stockholder, the votes upon any ques-
tion before the mecting shall be taken by roll call. At each necting of the stock-
holders a full, true, and complete list in alphabeticcl order of all stockhollders
enititled to vote at such meeting and indicating the number of shares held by each

shall be furnished,
ARTICLE II

Board of Directors

Section 1, Number and Tern of Office., The business and the property
of the corporation shall be maneged and controlled by the becard of directors. They
shalil be sevon in uvmber end the vote of & majority of the dirceters then in office
sbalil be rejuirced to constitute an act of the board. Tho number of directors may
be increaseld or @ininiched by en amendment to the articles of incorporation when
sucherizaed oy the vote of the holders of threc-fourths of the outstanding capital



stnck having voting rights. The diresctors shall act enly as a beard and an in-
dividusl director shall have mo power or authority as such, It shall be necassary
for a director to bo a ateckholdaer or a rosident ef thes State of New Mexico, pro-
videdl bhowever, that any directer zot a stockholder nmust be an employce of a cerpora-
tiorn which is a stockholcer or a memier of a co-perinership owning stock in the
corperation, The teruinstion of svea auploynert er rembership or the transfer of
hiz stock by a director who i3 a stockwolder shall operate as a resignatiocn by *the
director concernel. Director3 sinll hold of{ice for ene yvar and until their
successors are elected and qualiifiod, provided however, that the direstors naned
in the articlos of incorpsratiuvn rhall hold office until June 7, 1941 aad until
their successors ars electod and guaiifiod and tlieir successers shall hold office
until the annucl nmeeting of the curnoration in 1942 and until ‘their successors are
elected and qualified, ‘

Section 2. Election. The directors shall be clected at the annusl
nooting of the stockhelders and it shall not be necessary to conduct an election
for such purpese in the mcnner specified by the stalutes ef New Mexice, but upon
demand ef any stockholder, the voting for directors shall be nade By roll call,

' Sectien 5. Vacancies. If any vacancy shall occur among the directers
by death, resignation, er otherwise, the rémaining directors by an affirmative
vote of a majority thervef may clect a successor to hold effice for the unexpired
portion of tho torm of the directer whose place shall be vacant and until the elec-
tion and qualification of his successor.

Section 4. Place of Mecting. The directers shnll hold their meotings
at the prineipal office of the cerperationm in the State of New Mexico.

Section 5. Regular Msctings. Regulor mectings of the board of direo-
ters shall be held nenthly enm tho first Tuesday eof each menth if not a legal heli-
day and if a legal holiday then on the next succeeding Tuesdey not & legal holiday.
No notice shall be required for eny such regular necting of tho beard.

Sectiom 6., Special Meetings. Spscial meutings of the bocrd of direc-
tors shall do held whenover celled by the president or not less than ene-third of
the directers then in effice, Notice of each specizl meoting shall be given by
nall or by telegraph to sach directer not less than five days bofore the neeting
but such notice nay be waived in writing By any director. .4t any meeting et which
oevery director shall be presont, sven though without notice, any business may be
transacted,

. Sectien 7. Quorum. A majority of tho beard of directors then in effice
shall constituto a querun for the transaction of business but less than a guorum
prosont may adjourn the meeting from time to tims until a quorun shall be present.

Section 8. Dosignation of Depositeries. The board of directors shall
designate the bank or banks in which shall be Cdeporited the money eor securitles éf
tha corporation and shall regulats the manner of depoeit and withdrawal of sane.

Section 9. Reports and Records, The beard ef direqters shall cause
quarterly reperis tc be mede to the stockholders reflecting the operations of the
corporatiun {cv the nreseding tbrec ncnihs and such reports shall contain semplete
struenente or the recedpns erd disturceuonte of nenies Ly, the corporation. The
boal'e enl roeccsds of tla co‘po“atw‘.cn, including tie records and reperts of all work-

c conminter s iy shrll be opon ve “nepecition &b ali tirss by any stockholder. An
c.nm AL awiv of the bocks aud ceeounvs of She cerporatiorn shcll be made by a certi-
fird mdlie seruumiont ad tae ernd of each colendar year which shall be the fiscal
ye~r nf “he corpcrution ard a2 r«.,port of such audit shall be furnished to the stocke

holders
ARTICLE IIX

officers and Cemnittees

Scction 1, Officers. The efficurs of the corporatien shall be chesan
by the board of directers Srem carng the dirasctors and no directer shzll be dis-
aualifisl to vote for himse’f for any oflice. The officers shall be a president,
8 vize presilant, ¢ sccretary, and o irasasixer, and such other efficers as shall

roL. tiae o tine te providud for by thu boerd of directors. The offices of secre-
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tary and treasurer may be combined in one person who shzll be designated as secre-~
tary-treasurer. Such officers shall be elected at tho first neoting of the board
of directors and at tho first neoting of the board of directors after the annual
slection of directors and shall hold  office wntil their respective successors shzll
have bean duly elected end qunlified, provided, however, that all officers, agurts
and employeos of the corporation shall bs subjeoct Lo rexoval at any time by the
affirnative vote of a majority of the board of directors them in office. The dutius
of any officer:, agent, or euployee may bs changed by a like vote of the board of
directors, without the noceasity of en amendment to tho by-laws. No efficer or
director of the corporation shall receive conpensation from tho corporation for

his services as such officex.or director.

Section 2. Comuittees. The board ef directors nay appeint an Engineer-
ing Cemnittee whose monbership neod not be limited to diroctors and stockholders
and the dutics of such comnittece shall be those prescribed by the board of lirec-
tors. Neither the com:ittee ner any of its monbors shall have authority to bind
the corporatien by any cct or agreement, excepting as is provided in the Agreenent
and Assignnent refarred to in Article VII, Soction 4. The board of directors mey
likewise appoint ether working gommittees which in their opinion are necessary or
convenient for the managenent of the busimess of the corporation but no such con-
nittee ner any nenber thereof shall have authority to bind the corporztien by any
act or agreemcnt,

Section 3. Powers and Duties of thc Prosident. The president shall be
the chief exocutive officer of the corporation and shall preside at all neotings of
the stockholdors and of the beard of directors. He shall sign and execute all
authorized bonds, contracts, obligations, and conveyances in tho none of the corpora-
tion and with the secrotary shall sign all certificetes of the shares in tha capital
stock of the corporation, He shall do and perform such other duties as may from
tine to tine be assigned to hinm by the board of directors.

Section 4. Powers and Duties of the Vice President. Tho vice presi-
dent sholl possess the powers and shall perfeornm the duties of the president in his
absence or disability or in the event of a vacency in the office of president, He
shall do and parforn such other duties as from time to timo may bo assipgned to hin
by the board of directers.

Section 5. Powers and Dutiocs of the Secretary. The secretary shell
kesp the minutes of all meetings of the beard of diroctors and the minutes of 2ll
neotings of the stockholders, He shall attond te the giving and sorving of all
notices of tho corporation and shall sign with the president in thoe ncme of the
corporation all contracts and other instruments authorized by the board of divec-
tore and shall affix the seal of the corperation thereto. He shall sign with the
president in the nane of the corporation all certificates of the 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 othar papers of the corporation -
and shall in general perform all of the duties incident to the office of secratary,
subject to the control of the beard of directors and ho shall do and perforu such
othor duties as nay from time to time be assigned to hin by the bocrd of directoss.

The secrotary shall take the oath of effige required by law cnd if re-~
quired by the board of directers shcll give boad with corperate surety condibticned
for the faithful performence of his dutiuvs as such secretary, sush bond to be
approved by the prosident,

Section 6, Powers and Dutics ef the Treasurer., Thoe treasurer shall
have the custody of all funds and secwritiaes of the corperation and whon necissary
or proper he shall endorsc oa bohalf of the corperation for ccllection ckocks, notas,
end other obligations and shall deposit the same to the credit of the corporation in
a dosignated depository. Ho shall sign all receipts and vouchors for peyacnta acde
to the corporation and he shall sign sll chocks made by the corporation jointly with
the president, and he shall pay eut and dispose of the funds of the corporation
under the directiom of the board of directors. Ho shall sign with the president all
bills of exchange and pronissory netes of the corpeoration and whensver rejuired by
the board of directors he shall reader a statemont of his cash account., e shall
enter regularly in books of the corporation to be kopt by hin for the purpsse fall
and accurate account of all monles received and paid by hin on account of the corpora-
tion and he shall et all reasonable tines exhibit his books and accounts to any
director of the corporation upon application at the office of the corporation during
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business hours and he shall perforn generalky all acta incident to the office of
treorurer, subject to the control of the board of directors. ‘He shall give a bhond
with corporate surety in the sun of Five Thousand Dollars conditioned for the
foithful performance of his Juties as such treasurer, such bond to be approved by
the president.

ARTICLE IV
Cepital Stock

Section 1. Cartificates of Shares. Each holder of steck of the corp-
oration shall bs entitled to a stock certificatc 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 erticles of incorporation as shall be prepared or
approved by the board of dircctors and shall have printed thereon refcrences to or
extracts from the articles of inacorporation and the by-laws with reference to the
restrictions upon the uvwmership, tronsfer, and voting rights of the capital stock
of the corporatiun contained thersein,

411 certificates shall be consecutively numbered. ' The nane:. or nanes
of the porson or peraons owning the shores 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 shall be conceled and no new certi-
ficate shall be issued until the former certificatse for the sane number of shares
shall have been surrendered and cancaled.

. Section 2., Issuance and Ownership of Shares. The capital stock of ‘the -
corporation 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 shall follow the ownership of the producing oil or gas well on
account of which the stock is issued as provided in Article VIII of the articles of
incorporction and in the event of the abundonment of a well for which shares of
stock have boen issued, such shaores of stock shall cease to carry voting rights ex-
cepling in natters pertaining to the dissolution 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 incerporation, shares of the capital steck of the
corporation shall be transforred only on the bocks of the corperation by the holder
thereof in person or by his duly authorized attorney upon surrender and cancellation
of certificates for a like number of shares. The stock trensfer books shall be
closed during the ontire day of any neeting of the stockholders.

Section 4, Regulations. The board of directors shall have power and
authority to nmake all such rules and rogulctions not inconsistent with the articles
of incorporation and the said Agreement cnd Assignment os they nay deem expedient
concerning tie ilssue, transfer, and registration of certificates for sharas of the
capital 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 votc of holders of thres-fourths of the outstanding stock
of the corporation having voting rights at a regular meeting or a special meeting
called for that purposse,

Section 2. Working Capital. The board of directors are authorized to
mointain a working capital or a reserve fund as is provided in the Agreement and
Assignment referred to in Article VII and =ny surplus or net profit resulting from
the operations of the corporcztion shall become o part of such working capital or
reserve fund, unless otherwise directod by o vote of the stockholders as provided
in Section 1 of this article.
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ARTICLE VI

Corporate Seal

Section 1., The seal of the corporation shall be in tha forn shown be-
low and shall be retained in the custody of the secretary.

ARTICLE VII

Construction and Operation 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 controlled and supervised by the board of directors pursusnt to
plans and specifications to be prepared by the Engineering Courittee and approved
by the board of directors,

Sectien 2., Funds for Construction, The dirsctors are authorized te
obtain funds for the construction and installation of the systen through a bank
loon with an interest rate not in excess of four per centunm per annum, such loan
to be secured by on assignnent to thu bank of the amounts which the corporation is
or shzll be entitled to raceive in payment for its capital steck and by a first
mortgage upon the systen ond the rights, cosemsnts, and other privileges granted
to the corporation by the oporators who shall execute the Agreement and Assignment
nentioned 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 than -
three years from the date of the note and if any amount of such loan remains un-
paid at the maturity date of said note the board of directors may negotiate sush
renswnl or extension of the nete as to such unpaid balance as may be agroed upon
with the bank. The anount of such loan shall not axceed the amount required for
the installation and construction of the systen plus a sun not in excess of Five
Thousend Dollars which nay be added to constitute an operating fund. The board of
directors shall have authority to enter into a contraet with the bank for such lean
upon such terns and conditions not inconsistent with these by-laws and with the
terns and provisiens of the said Agreocment and Assignment as in their opinion nay
be reasonable and proper. The president and the secretary are authorized in the
nene of the corporation te execute the said assignment and nortgoge to the bank in
such form as ney be approved by the board e¢f directers. The bank nmaking such loan
shall be entitled te rely upon a cortificate of the president or secretary of the
corporation showing the cost of the installation and constructien of the systen and
any anount loaned by the bank on the basis of such certificate shall be a binding
obligation of the cerporation slthough such sunm pay be in excess of the actual cost
of installation and construction plus tvhs sua of Five Thousand Dollars for an opers

ating fund,

Section 3. Operation. The systen shall be operated by the boerd of
directors for the purpose of securing ond ncintaining within reasonable limits a
state of equilibrium as to botton hole pressure anong the producing wells affected
by the syaten but no officer, agent, or euployee of the corporation shall have
autherity in behalf of the corpsreztion 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 jurisdiction in the premises. The expenses of opera-
tion shall be assessed, collected, and peid as provided in tho said Agreement and

Assignnent.
- Poge 5 -



Section 4, Agreement with Operaters. Tho form of Agreement and Assigr-
ment shown as an appendix to these by-laws is appreved and made a part of these by-
lews to the same extend and offect as if the said form were set forthr in full herein
irstead of being attached as an appendix., The pragident and the sesretary cre
euthorized in the name of the corvurgiion to execute in the name of the corporctien
ruch Arreement ond Asgsignment with cny and cll of tha ownsrs of oncrating rights
for oil ard gos in tho Loce Hiligs 0il ond Gas Ficld as svei oporating rigbhs +nd
Field are described and defined in the snid sgriement and Assizamont, o predesion
of those by-laws nor any subscquent bv-law which mey be adopted by the storkholdors
of the corporztion shall be conatrued to have or be given the effoct of vioraiing
any of the terms and provisicns of the sald Agroement and Assignment.

ARTICLE VIII
Anendment of By-Laws

‘ Section 1. -The by-laws of the corporation, excepting Section 4, Arti-
¢le VII, may be altersd, amended, or repealed by the stockholdars at anv regular
meeting or at any special meoting, provided that notice of such proposed alizrution,
amendment, or repeal at & spocigl meeting shall be given in writing in the sans = -
manner thot notice of a special mecuting of the stockholders is required to be giver.

ACCEPTANCE OF BY-LAWS BY STOCKHOLDER

The undersigned ‘s being one of
the stookbolders of Loco W.1¥s Prossure Maintenance Association, Inc., hersby =~
approves, accepts, and adopts the foregoing by-laws as tho by-laws of the corpora-
tion and consents that the amid by-laws shall be given the same full force ani
effect as if they had been glopted by the steckholders at a meoting called for that

purpose,

Signed'. a.':. 5 &'1941. s this day of
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Yates % Continental
5.7. Yates

Yates, et 3l
Sanders Srothers
Sallee & Vates
Stroup & VYates

IN JITNS3S JHokEST, I have hereunto set ay hand
and the official seal of said corporation this the 4

day of February, ..b., 1944.

;o /o
B e L il
Secretiry
LOCO HILLS PRESSURE HAINTENAWCE
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 8.

(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 carboniferous 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.

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

Township 17 South, Range 29 East: S%S% of Section 32; S%SW34 of Section 35; and S% of Sec.
tion 36.

Township 17 South, Range 30 East: NE¥4NE, 8%N% and S} of Section 31; and W%, Wi%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%, S%NEY and SE% of Section 12; NN of Section 14; NE%4NE14, NYNWY%
of Section 15; N1% of Section 16; and N% of Section 17.

Township 18 South, Range 30 East: N%NW1% of Section 5; all of Section 6; and W¥% 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:



5. 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.

(c) 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 capifal 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 subsecriber as provided in paragraph 9 (c). The initial certificate
for ten shares provided for in said Faragraph 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 a 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 eapital 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 (2/8rds) 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 Dellars ($250,000.00).

(¢) 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 ecentum 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 5 (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 acerued 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 described 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.

(c) 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 t}}ereon 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 desecribed 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 necessary to secure to the Association or to the said bank and its
assigns the payment of said amount. This assignment shall become effective at 7:00 o’clock a. m. of the day on which
the installation of the system is commenced, which date shall be the date fixed by the Directors as provided in para-
graph 2 (1). Of said amount of five cents per barrel one cent per barrel may be retained by the Association 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.

(c) 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-
chase 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 (¢) ) 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 aceruing 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
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




