JIL CONSERVATION COMMISSI” ™
N SANTA FE, NEW MEXICO

March 28, 1544

Mr. Vilas P. Sheldon
Loco Hills Pressure
Maintenance Association, Inc.
Artesia, lew ilexieco

ey rase [0e L9 = Order.lo. 562 - Loco Hills Pressure
Maintenance PFlan Orxder.

Dear iir, Sneldon:

Form C-102, in quacdruplicate, woticz of Inteniion to Use Well as
Inmput ¥ell, with regard to Fair, [...0F. - Zrainard Neo. 5, S5ONE 10-18-
29, 18 herew:th euclosed with the suggestion that this form be filled
out pursuant to the writer's lstier of larch 25, bearing in mind that
both the operator and Loco Hills Pressure Maintenance Association, Inc.
should sign said notics. ’

Also saclosed is (=102, in quadruplicate, iiotice of Intention to
Cease Froducing Allowable fron other wells on Lease, Bassett & Birney
State No. 6, HWSE 11-18~29. This is one of the gas wells that wes shut-in
under the old Loco Hills Order No. 339, and under that order took its
allomeble elsevhere. Under the new order lic. 562 no allowable is taken
elsevhere for said well. That is a matler of private agreement between
the operator and your association. The notice recites, among other things
that it is to be used as an input well. Do they really recite the facts?
If so, then it is an input well. Somehow I had the impressiom that this
gas well was to be shut-in and that gas therefrom mas to be used to
cycle through other input wells as may be necessary and that scme sort
of adjustment s compensation to the owners or operators of said gas
well was to be made as & matiter of privste agreement between said owners
or operators and your association. ‘
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2l CONSERVATION COMMISSI™ ™
SANTA FE. NEW MEXICO

vilas P. Sheldon ., 3% 3 Bedid,

Flease review the wording in Form C-102 with regard to this
well with the view of determining whether such wording accords with
the facts. Not knowing for certain the exact facts, 1 cannot suggest
the wording. At any mate, whatever wording is adepted the notice
should be signed both by Bassett  Birney and your association.

Very truly yours,

John 1. Kelly
Director

3y

Chief Clerk & Legal Adviser

CHLMS



Form C-102 . AL’L AN M,Q é{\ »a,&;

NEW M. CO OIL CONSERVATION COMM.
Santa Fe, New Mexico

MISCELLANEQOUS NOTICES

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

the Commission.
Indicate nature of notice by checking below:

NOTICE OF INTENTION TO TEST CASING NOTICE OF INTENTION TO SHOOT OR
SHUT-OFF CHEMICALLY TREAT WELL
g LA NOTICE OF INTENTION TO PULL OR
NOTICE OF INTENTION TO CHANGE PLANS OTHERWISE ALTER CASING

NOTICE OF INTENTION TO REPAIR WELL NOTICE OF INTENTION TO PLUG WELL

CTICE O INTIITIC TC 05T T o | Ty 1L

NOTICE OF INTENTION TO DEEPEN WELL L OR_LOCO HIILS PRSSSURS TATIITIALS] TROJIC.
Artesia, lew llexico April 1, 1944

Place Date

OIL CONSERVATION COMMISSION,

Santa Fe, New Mexico.

Gentlemen:

Following is a notice of intention to do certain work as des¢ribed below at the

Dixon [ Yates Saunders Well No. .72 in__ ZlA
Company or Operator Lease
12 o T oA TTH o .
of See. A= , T 8 , R 29 , N. M. P. M., Loee 7Hills Field,

County.

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

> ~miersizned operator or ommer recquests permission that the above describad well he
ritted to b2 used as a cas in-put well by Loco Hills P”eﬂsure naintenance Ascoclation
cas in=~put well under the provisions of Crder 0. 552, and fully understends
- shall have no alloviable of any kind during such use and tha’
53? allowable lost during such use is a matber of private arrssiont
i1ills Pressurs tainiteanance Associztion and tiis C\° at?r

< Loco Hills Pressure aintenance Association, Inc., joins in the

4 T A
DIXOon ¢ 1atss

Approved , 19

except as follows: Company or Cperator

By
Position
Send communications regarding well to
OIL CONSERVATION COMMISSION, Name
By Address
Tont Tills Zressure laintonsoion A500C., o

Title

hre

O .



g
The undersigned operator,requests permission that the above-
described well be permitted “to be used as a gas in-put well
‘nn&gthhgxpxnxxxxﬁnxxmﬁxﬁx&apmexx&ﬁ&x by foco Hills Pressure
Maintenance Association, gc as a gas in-put well under the
provisions of Order No. 562, and fully understands that said
well shall have no allowable of any kind during such use and
that compensation for allowable lost during such use is a matter
of pr: vage agreement between Loco Hills Pressure Maintenance
Association gnd this operator,

Loco Tills Pressure Maintenance Association, Tpe. joins in
th. avove request.

JEE . §



T '. CONSERVATION COMMISSION
SANTA FE. NEW MEXICO

March 25, 1944

Mr. Co J+ Daxter

Loco RHills Pressure
Maintenance Assooiation, Inc.
Artesia, New Maxiso

Re: Case 49, Order No. 562 - "Loco Hills Pressure
Maintenance Flan Order.®
Dear lMr. Dexter:
Enclosed please find copy of the new Loco Hills Order
noted in the caption.

o

—= To = G2

Very truly yours,

Director

}‘35,—
Chief Clerk % legal Adviser

CiL3I®S
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'. CONSERVATION COMMISSION
SANTA FE. NEW MEXICO

Mre. Vilas P. Sheldon
Loco Hills Pressure
Maintenance Association, Inc.

Artesia, New Mexico

Re: Case No. 49, Order No. 562 ~ Loco Hills Pressure
Maintenanoe Plan Order.

Dear Mr, Sheldon:
Enclosed pleass find a copy of the abowe captiomed order.

Also enclosed uypon C-102 is the wording which the Cosmiseion
believes would be appropriate under the provisions of said order.
This should be sigmed by the operator a¢ sush sad by Looco Hills
Pressure Muintenance Assosciation, Inc., by its secretary or other
authorised agent. One C=102 for Dixon & Yates-Sexnders A<6, has been
made out as an illustrstion. All other applications for use of wells
for in-put walls should eontain the ssme wording. Undocubtedly your
ofmnnmimmmmmmumatmwm
respective ojerators whose wells are to be used as gas in-put wells.

The two exsouted C~102s 33 applications to use wells as
in=put wells of Dixon & Yatee-Sawnders A6, and 0. H. Rendel-Shelby

Nos 1, both dated Janumary 14, 1944, are herewith returned to be
revised as swgpested.

Very truly yours,

Jobn . Kelly
Director

Chief C(lerk & Llegal Adviser
CELsM3
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~:L CONSERVATION COMMISSION
SANTA FE. NEW MEXICO

March 20, 1944

Hr. Ce Aes Scheurich
Clovis, New Mexico

Dear Mr, Scheurich:

In further reply to your lstier of Pebruary 15, this
is to inform you that the new order for the Leso Hills Field
will probably be sigmed by the Coomission this week to be
effective Aprdl 1, 1944. Due to the mechamics of the order,
this is the earliest dato that this order could be promalgated
and nade effeective, ‘

Hopdng this has not inconvenienced your operations too
much, I remain

Very truly yours,

Johr: . Kelly
Director.

JMK:MS



<~IL CONSERVATION COMMISSION
SANTA FE. NEW MEXICO

February 17, 1344

Mre Cs Ao Scheurich
Clcvis, Hew Mexico

Tear ¥r, Scheurich:

This i3 to achowledge receipt of your letter of February 15
addresaed to John Kelly, Director of this Commission. Mr. Kelly has
justbeencdledteuuhgwuforaemfambotanmmguhtwy
bodigs. This is to assre you that your lstter will bo brought
directly to . Kelly'sal.cntion Lmsedlately upon his return.

Mearwhile, posible tiis to souwe extent will help to clarify
the matter. The petitin ol ihe Loco liills Pressure Maintenance
Association, Inc., for i revision of the Loco [I11ls FPressure mintenance
plan o;der was aot fila uatil Jamuary 25. The law requires for the
ghange of any order vha a nodice of a public hearing ve published
for a certain longth of Liw: as to the datc, place and general nature
of the hearing. The hiaring was held on schedule February 10, but
an order of this natye wually fakes an effeclive date at t.ha’
beginning of & prorsiion month for the purpuse of setting up the
proratica scheduls regarding tho field affected.

~ The wri#r is sorry that you were unable to attend the
hearing for your ideas nc doubt mould have been benaficial to the
Commission.
Mr. jelly w11 answer you more fully upon his return.
Very %ruly yours,

John M. Kmy
Director

By
Chief Clerk & Legal Adviser.

CoLslS



OFFICE WE SPECIALIZE IN ROYALTIES
CuRRY COUNTY ABSTRACT AND TiTLE Co. Ol AND GAS LEASES

ESTABLISHED 1907

The Scheurich Agency
INSURANCE

ABSTRACTS AND LOANS
REAL ESTATE

CLOVIS, NEW MEXICO

Feb.,15,1944.

Hon.,John Kelley,
State Geologist,
Santa Fe, N.Mex.,

Dear Mr. Kelley;

_ I learned yesterday in Roswell,from Mr. Asten,
that decission on Input well Sec-32 T17S R30 has again been
postponed to Macrh lst. Ewen tho' the decission is given in
our favor,we will have to awalt several months before we
would comvensated for the loss we are taking in helping the
rest of well owners make a profit.

Is there not some way for the Board to reach a conclue
sion shortly in this case?

I am not a lawyer, and cannotwrite to you from my
legal knowledge,but can from a Justifiable angle. We have
lost considerable revenue by our well being made input
well, and it seems to me that some eyultable concﬁﬁsion
could be reached shortly to compensate us for what we have
been loosing.

I love my neighbors,but do not want to be punkshed to
get them big préfits at iur expense,

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

Yours very truly,

C.A.Scﬁéurich.



AN I

JV S .
TeLepHoNE 720 ‘ = ,%l d . P. O. Box 1286
H 11 MEMBERS
C. J. DEXTER hd S. P. YATES
PRESIDENT . LOCO 118 .. C. M. POPE, JR.
BERT ASTON Pressure Maintenance Association, Inc. EMERY CARPER
VICE-PRESIDENT A. B. OWEN
J. M. MURRAY, SRr.
FRED BRAINARD ARTESIA, NEW MEXICO MARTIN YATES. Jr.

SECRETARY-TREASURER

February 26, 1844

Mr. Carl Livingston
Cil Conservation Commission
Santa Fe, New Mexico

Dear Carl:

As reguested in your telephone conversation of
this date, I am furnishing you a list of input wells now being
used in the Loco Hills Field. I belleve it will be some
asslstance to you 1f you will refer to the exhibilt filed with
you at the time of the hearing. The exhibit was a map showing
gas-0ll ratios and the input wells were designated by a red

circle.
If I can be of any further assistance, please
advise.
Yours very truly,
VPS:1 Vilas P. Sheldon, Engineer

Att'd



Premler Pet. Corp.
Aston & Falr
Franklin Pet. Corp.
Franklin Pet. Corp.
Yates, et al.
Franklin'Pet. Corp.
Sallee & Yates
Continental 01l Co.
Continental 011 Co.
8. P. Yates

Sanders Bros.
Sanders Bros.
Me-Tex

Gordon Cone

Stroup & Yates

List of Input Wells

Loco Hills Field

Beeson P-7

Scheurich State 4

Coppedge 4
Yates 6
Yates 1
Bzllsrd B-1
State 4
State M-2
Trzvis 1
Braingrd 3
Guy P-1
Miller 1
Yates 3
Langford 1
Travis 4

31-17-30
32-17-30
5-18-80
6-18-30
6-18-30
1-18-29
2-18-29
2-18-28
3-18-29
3-18-29
9+18-29
5-18-29
5-18-29
9-18-29
17-18-29
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‘L CONSERVATION COMMISSIO"
- SANTA FE. NEW MEXICO :

i

February 11, 1944

r, Milten 0. lLoses
C/o Rabert B. mKee
Artesia, New Mexico
Dear Mr, lLomaa;

This will asimawledpe veceipt of your letter of
Pebruary 9, vhich is being placad in the file of the Tooo
H11s easc.

Very truly yours,

John M. K‘lly
Director

A8



EL PASO, TEXAS LOS ANGELES, CALIF.

b cpall W ; ,
1900-1932 TEXAS STREET R@ EE_: , JA@ M@@ 4700 SAN FERNANDGC ROAD, WEST

PHONE MAIN 484 PHONE CHAPMAN 5-3141
P. 0. DRAWER 562 P. 0. BOX 350, GLENDALE, CALIF.
GENERAL CONTRACTOR
-
J. F. HILL, MANAGER CONSTRUCTION ENGINEER LAMAR WILSON, MANAGER
D. R. PONDER, AsST. MANAGER W ~ CHESTER C. WRIGHT, CONST, ENGINEER
J. P. GREEN, CHIEF ESTIMATOR CABLE ADDRESS ALL OFFICES “"REMCON" T.€. DAEUBLE, OFFICE AUDITOR
J. R. BRENNAND, CONST. ENGINEER R. S. HARDIE, GENL. SUPT., HONOLULU OFFICE
E. L. TROWELL, CHIEF ACCOUNTANT EL PASO, TEXAS O. L. WYLIE, CONST. ENGR., HONOLULU OFFICE
AD 143 Artesia, Hew ..exico

February 9th, 1944

John i« Kelly, Director
ew [sexico 0il Conservation Commzission
Santa Fe, New liexico

Dear isr. Kellys

Thank you very much for advising us of the hearing to bve held
in santa Fe, tomorrow morning, the l0th, relative to the future
pro~ration orders covering the Loco Hills Field.

I would nhave liked very much to attend but after discussing the
matter with kir. Sheldon, of the Loco Hills Repressuring Associst-
ion, znd with you by telephone, and due to the fact that I am
aretty well tied up at this time with the drilling operatiouns in
the Turkey Track Area, I feel that it ls advisable for e to re-
wain nere.

Also, as the hearing tomorrow will not vreclude any action on
future petitions that wmizht be fiied in our behalf, we believe it
is edvisable to note the developments for the next month or two,

in this srea, that is as far as our interesis are concernsd, before
saxing any decisions bearing on tiils subject.

Very itruly ycurs

ROBEAT E.

e N =

~

walisk twilton G. Lossze

1Ok




- 'L CONSERVATION COMMISSIO"™™
SANTA FE. NEW MEXICO

damary 25, 1944

TJoited Statos Sexmtor
Senate Office Bullding
viashington, D. C.

Dear Serator Hatchs
mclosed please find copy of Hetice of Hearing in the
above captioned eass, #hich 1elates to a new Loco Hills
Order. At a previous heariny you obtaimed an exception
tc that order as to an in-put well. For information ™—

garding the eonterplated don 1t 45 suggested that you
contact the Loec Hllls Pressure Malntenance Association.

Iuhmm&ae@aﬁgmmﬁ
illness. We all wish that by now you hawe made a spoedy
and oomplote recovery,

Witk kindesd persamal rogards, I am

Cordiall;y yours,

John M. Kelly
Director

By
Chdef Clerk & Legal Adviser.

CHLIS



BEFORE TIiE OIL CONSHRVATION COMDIISSION

. OFr THE &% ‘A.L_. OF W HEXICO
IN T3 CATTR OF TEE. HTARING CALLSD BY
THE OIL CONSRVATION COilISSION OF TIE -
STATE OF N7 1XICO "OR TEE PURPOSE (F :
COBILTRING: CASE NOe 49

. ORD'R NOe 562
T APPLICATION OF LOCO FILLS PRISSRE : o
LA INTUIAITCE ASSOCIATICH, INC., FOR AN ORDER
0OV RIIG TI LOCO EILLS FISLD, ®DDY counTy,
CICH I8 TO *_(‘L"UDF‘z 1. BASIC ALLO.ABLEj ; 20
AS=OTL L ATIOS3 24 PRESSUE HATI ’CB PLAN®
W:afu_cmu DOOVISIONS FOR INPUT °

ODER *OF THE COIFEISSION

BY TH® CO:5ISSTONe
This causé came on for hearing at ten olclock A.A., February 10, 1944, at Santa
g, New :lexico, before the 0il Conscrvatlon Comm1331on of New - fﬁxico, hereinafter
Inferred to as the "Ccﬂmlss1on";

NOT, on this 24th day of Ih“ch, 1944, the Commission hav1ng before it for
consideration the testimony adduced at the hearing of sn1d case ‘and being fully
e Cvised in the premises;

IT IS THERTXOR® O:DERED:
That the order herein shall be lmown as thes -~ .

L0CO HIEIS PRESSURE IEIHT?NAHCE FLAW ORDZR"

, SECTION'le (a) The projzct herein shall be kuown ag the Loco Hills Pressure
Mairtenance Plan and shall hsr01vc¢ter be roferred.to as the Projecte
(2) The Loco Hills Pressure laintenance A55001at10n Inces shall herelnafter
be rocferred to as the Associatione
JOCTION 2 That the Proacct

area »shcll bev'“

' TU~nsh1p 17 South, Ranpe 29 Tast: s S, of Séction 32, Slgw%>of Secﬁion
75, and S* ) Sectlon 36a Tdfnshlp 17 South Ronge 30 East, NT'NT7.
Wﬂ dnd S -of Section 31 and T% and WAE -of Section 32. Tcwnship 18
bouth Range 29 Bast; A1l° of Sectlons 1,2,2,4,5 and T‘-g-oi‘ Sectlon 6,
All of Sectlons 8,9, 10 ll,N’W-, Sa;‘-- 0‘: of S=ction 12, ‘NENE of
Section 14, ‘Nb: ﬂE—3 W -of Section” 15 M of Section 163 and the
¥ of Section 176 lounshlp 18 South, Pange 30 Easty =%Nﬁl<of Section 5,
All oF Section 6, and B of Scotion 7e :

SECTION 3
arc as follouss
Premier Pets Corpe

Aston & Foir

(a)  That the injﬁt wells now in use and hereby authorized

Beeson Fe? NENE 31lel7-30
Scheurich Ste 4 MBS 2221730

Fr anklin Pete Corpe Coypedge 4 CNINE 5e~18~30
Franklin Pete CorPo,_ Yates 6 SHNE  6=18=20
Yates, et al ' - Yates 1 NVST 6E=l2=30
Franklin Pete Corfe  Bollord Bl  NIE 1-18-29
Sallee & Yates State 4 ) NiNE 2~18&29
Continental 01l Coe Stote im2 - SESE 2-18~29
Continental 0il Coe Travis 1 SESE® 3-~18~29
Se Pe Yates Brainard 3 NESW 3=18«29
Sanders Brose Guy F=-1 ‘ TWNE 9-18=29
Sanders Brose Mller 1- ENE 5-18w29
HcwTox o . Yotes 3 NVSE 5-18=29 .
Gordon Come .... . . .. Lengford 1. NVSW  9=18m29
gTravis 4

Stroup & Yatcs

B

1718429



(b) Thot the use of any of scid input wells may be discarded with consent of
the Comnission, and, with the approval of the réspective well owners, the Association,
throuzh its secretary or other authorized agenty may select other input wells within
the Projcet areco by application to the Commission for its consideration of approval
administratively without further notice and formal hearing thereupone

(¢c) That any gas well within the Project with the consent of the owner may be
uscd for cyeling in the project upoi application by the Association, through its
secretery or other authorized agent, to the Commission for its comsideratim of
approvel o dministratively without further notice and formal hecaring thercupons

SECTION 4e¢ That the top unit alloiioble rate of withdrawol of crude oil per doy
proration wnit, including back alloiables within the Projcct arca, shall be not less
than 20 barrels hor over 40 barrclse ' The Association, thréugh its secretary or other
authorized agent, not later than the 25th doy of the month, shall maoke application
to thc Commission for its anproval for the maximum rate of withdrawal within the
limits named for the cnsuing prorction monthe Such application shall be considered
and acted w.cn by the Commission administratively without further notice and
formol hearing thereupons

SECTION 5¢ (o) Thot the limiting gas=-oil rotio in cubic foet per barrel for
the Loco Hills Ficld shall be 2000,

(b) That the system of ges=oil ratio control shall be of Folumectric control
whereby the current oil cllowcble for o proration unit under any applicable proration
order is adjusted by reason of excceding said llnltlng ratio in uccorcancc with the
following formuloe

(¢) Any proraticn unit with o gos=oil ratio in oxBess of said limiting ratio
shall bc pcimitted to produce d%ily that total volume of oll which, when multiplied
by tho goswoil ratio of that unit, will rcsult in a totédl gas volume that does not
excecd ths current top unit allowcble times scid limiting gos=oil ratiog

() A marginal unit, oven though it be a gas well, shall be permitted to
produce the some total wolume of gom which it would be permitted to produce if it
were o non-marginal unite

(e) The production of gas from cgos well for cyeling asprov1dcd in 3 (c) above
excepted from hlS scctione

SECTION 6e That the following orders are horeby repcalcd: 239, 540, 484 and
order 250 incofar as said latter order is in conflict with the order hercine

SICTION 7¢ Thot this order shall become cffective on the first day of the
proration month next succceding the moath in which said order is adopteds

DO AT SANTA FE, NEV MEXICO, on the day wnd year horeinaobove designateds

2,

0IL CONSERVATION COIMMISSION
(sGD) John Je Dempscy, Cheirman

(c711) * (SGD) John M. Kelly, S cretory
BIF0RE THR OIL CONSTRVATION COIZIISSION
OF THY STATE OF N MTXICO
T THE TATTOR OF . TIE HE ARTEG CALLED BY : g

TEE OIL CONSINVATION €O ISJION OF TH:
STATE OF W77 ,,;4-10,,0 7OR T PURPOSE (F
COSIDERINGS .. - . : CLSE 'NOs 46
' : ORDER NOe 563
THR APPLINATION. OF. TH‘L‘ G‘U]F OIL "CORPORATION ’ '
TO COMMECT TO PIPE LINE AND RUN CONDENCATE
FROY ITS WEST GRIMSS NOe 4 LOCATED IN THE
NOUTHRAST QUARTER OF THL. NORTHEAST UARTR
F THE NO:THWIST .-UARTER OF S2CTION 32, TONNSHIP
18 SOUTH, RLNGE. 38 TAST, HOBBS POOL,
N7 MXICOe

'S

*

-

Q:D'R OF THE COMMISSION

P

BY THZ FO“TISQION:
This causc came on for hoaring at ton oteclock noda, nuvuut 35 1943, at



- ’

Santa Fc, Howr Mexico, before the 0il Comservation Commission of MNew ikxico,
hercinaftsr referrcd to as the "Commission"e

N0, on this 24th <oy of lMarchy 1944, the Commission having before it for
considcrotion the testimony adduccd at the hearing of scid case and being fully
adviscd in the premiscs, the Commission findss

PINDINGS

le¢ Thot the Bycrs Pool in the gencral structurc of the Hobbs Field, is a
reservoir contoining on important common cccumulation of natural gas, is completely
szparated from eny zone now producing in the Thite Crystalline Lime below, thereby
constituting the Byers Pool, a scparate pool within the mecaning of the basic 0il
Conssorvation Act as amendede

2e That the Gulf Cil Corporation=iest Grimes Noe 4, in the NENV Section 32,
185w30E, has been completed as a gas well so ad to produce from the Byers Pool,
Seid well is producing large guantities of gas, being beneficially utilized for
fuel purposese «ith such gos production is produced at the surface of a substontial
cuantity of water~white liquid hydrocarbons of high gravity and of a highly volatile
natures Said well is produced primarily for gas, the production of sald liquid
hydrocarbons is incidental to such gas productions

3e On the same 40=acre tract is Gulf 0il Corporation=iest Grimes Well No, 7,
producing from a reservoir, predominately oil, in the “Yhite Crystdlline Lime
below the Bycrs Pool shown on the proration schedule as Unit C and as o nonemarginal
unit producing the full allowable of crude petroleum oil under applicable
proration orderse

IT IS THLETORT CRDURED:

Ae Thot the pool in the 3500 to 3800 ft. depth zone shall be designated as
he Byers Pool in the Hobbs Fielde

Be- That Gulf=0il Corporation-iiest Grimes Well Nos 4 shall be permitted to
produce and market scid watere-white liquid hydrocorbons in whatever amount produced
in the manner sct out in 2 above, notwithstanding any proration order or gas-oil
ratie ordorj srovided that the gas thus produced does not exceed in volume 25% of
its onwen flow potential and is utilized commercially for heat, power or lease usce

Ce That Gulf 0il Corporation-izst Grimes Well Noes 7 and the proration of its
production to its corresponding Unit ¢, as set out in 3 above, are unaffected by
this orders

That this order shall become effective on the first day of the proration month
next succcdding the month in which said order is adoptede The production and
merketing of said webter-white liquid hydrocarbons from said “fell Noe 4 theretofore
are ratifiecd and confirmeds Reservation is made herein for a fimal order on
condensate and/br distillate production upon further hearing as provided by lawe

-

Done at sSanta Fe, Mew lMexico, on the day and yeor horeinabove designateds
OIL CONSERVAT ION COITLISS” ON
(scD) John Je Dempsey, Chairman

(saL) (sep) John M. Kelly, Secretary
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BEFORE THE OIL CONSERVATION
COMMISSICN OF THE STATE
OF NEW MEXICO

IN THE MATTER OF THE HEARING CALLED

BY THE OIL CONSERVATION COMMISSION CASE 10, 23
OF THE STATE OF NEW MEXICO FOR THE
PURPOSE OF CONSIDERING: ORDER NO. 339

THE PETITION OF THE OPERATORS COMMITTEE
FOR THE OPERATORS IN THE LOCO HILILS
POOL IN EDDY COUNTY, IN CONNECTIN WITH
THE PROPOSAL OF A COLIECTIVE PRESSURE
MAINTENANCE PROGRAM FOR SAID POOL.

ORDER OF THE COMMISS ION

BY THE COMMISSION:

This cause came on for hearing at two ofclock P.Ms, Decamber 11, 1940 at
Santa Fe, New Mexico,

NOW, on this 28th day of Jamuary, 1941, the Commission having before it for
consideration the testimony adduced at the hearing of said case and bsing fully
advised in the premises, the Commission findss

EMMIDINGS

le That the Loco Hills o0il and gas field in Eddy County, New Mexico, which is
referred to in the amended petition, should be re-defined as including the following
tracts of land:

Townshlp 17 South, Renge 29 East: ;-l-of Section 32, S*SN4 of Section 35,

and S, of Section 36,

Township 17 South, Renge 30 Bast: NEZNEZ, SEN5, and S& of Section 31, and
Wk and WiEL of Section 32

Township 18 South, Renge 29 East: All of Sectlons 1 2, 3 4, 5 and EF B of
Sectlon 6, all of Sectlons 8 9 10, 11, N-ﬁg, SﬁNE SEé of Sectlon 12
N"Ng of Sectlon 14, NE;NE ﬂN4 of Sectlon 15, Ng of Section 16, and the
N5 of Sectiam 17,

Townshlp 18 South, Renge 30 Bast: N%NW% of Section 5, all of Section 6, and
W~ of Section 7Te

2e¢ That the plan for conserving the reservoir energy in the said Loco Hills
Field as proposed in the amended petition is e proper and necessary plan in its
general aspects for the prevention of waste and the conservatien of the natural
resources of the State,

3¢ That in the opemation of the said conservation plan it is advisable that
producing o0il wells be used for the purpose of returning waste gas to the oil=
bear ing formetions. During the period of such use it will ndt be possible for
such wells to produce their allowable amount of o0il and the owners of such wells
will be permitted %o produce such lost allowable from any other well or wells on
ovmer's lease,



4o That the two gas wells referred to in thc amended petition if permitted
to produce, wculd produce natural gas from an oil=bearing formation, and the pro-
~dudbtion of gas from such wells will therefore result in a decrease of reservoir
energye. It is essential to the success of the proposed conservation plan that no
wells capable of producing gas only should be permitted to produce such gas if
such production would come from an oil=bearing formation. On account of the fact
that the szid wells were drilled prior to the formulation of the proposed plan, the
owners of said wells should be permitted to receive as compensation for closing in
such wells an allowable in oil equal to one hundred per cent (100%) of the top
allowable prevailing in the field and the owners of each of such wells should be
permitted to produce such allowable from any oil wells located on ownert!s lease,
which produce oil from the same horizon.

IT I3 TIEREFORE ORDERED:

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

Township 17 South, Range 29 Bast: S3S% of Section 32, S3S7% of Section 35,
and oJ-of Sectlon 369

7 and AEH of Section 32,

Township 1? South, Range 30 East: NE¢Nui, S%N%, and SE of Section 31, and

AN
Township 18 South, Range 29 East: All of Sectlons 1 2, 3 4, 5 and ma of
oectlon 6, all of Sectlons 8, 9, 10, 11, N,NV, SHNE4, SE*'of Sectlon 12,
JgNQ of Sectlon 14, NP;Nh~3 1PﬂWV4 of Sectlon 15, Ng of Section 16, and the N5
of Section 17

Township 18 South, Range 30 Fast: N%WJ& of Section 5, all of Section 6, and
W5 of Section 7.

Any previous order of the Commission defining the said field as including
other tracts of land or not including some of the above tracts of land is hereby
modified accordingly. That portion of the area heretofore designated as the Loco
Hills Area not included in the area hersinabove described is hereby designated as
the Leo Area,

2« That the proposed plan for conserving the reservoir energy in the said
field as set forth in the amended petition is hereby approved in its gensral
aspectrze Such plan shall hereafter be known as the Loco Hills Pressure Maintenance
Plan,

3« That in the operation of the said Loco Hills Pressure Maintenance Plan
producing oil wells may be used for the purpose of returning waste gas to the
oil=bearing formations, and the allowable amount of oil which any well so used
fails to produce during the period of such use may be produced by the owner of
the input well from other wells located on owmer's lease, and as long after the
cessation of its use as the capacity of such well to produce oll has been impaired
by its use as an input well, If the ovmner of such input well is the owner of more
than one other producing oil well on his lease, the Commission may require,
without further notice or hearing, that such lost allowable be apportioned on an
equitable basis among owmer's other wells on his lease, o well shall be used as
an inputl well without the consent of the ouwmer,

4o That during such period of time as either one or both of the two gas wells
referred to in Paragraph 11 of the amended pstition are not permitted to produce
natural gas, the owner or owners of such well or wells shall be permittdd to produce
from oil wells owned by them on the same lease an allowable in oil equal to one
hundred per cent (100%) of the top allowable prevailing in the field, provided

P



that such allowable of o0il be produced from the same horizon from which the
natural gas from the closed well or wells would be produced,

In the case of the well owned by ReWe Fair, et al., located on the SE%SE%
of Section 10, T. 18 S., Rs 29 Ea., WM.P.l., the o0il allowable shall be apporticned
on an equitable basis among the gther wells ovmed by the owmers of the said gas
well, which are located on the Ez of said Section 10.

~ In the case of the other gas well owmed by Bassett and Birney, located on the
WW4SE of Section 11, in said Township and Range, the oil allowable of such well
shall be apportioned on an equitable basis among all of the other wells in the
field belonging to saii owners which are located on State Land,

5+ That for the purpose of taking under further advisement, the Commission
reserves herein for a supplemental order the matters in this petition insofar as
they relate to the reallocation of back allowable oil in the field, which is presen:
presented by Paragraph 2 of the amended petitione
OIL COWSERVATION COMMISSION
Sgde John E, Miles, Governor

" HeRe Rodgers, Land Commissioner

" A. Andreas, State Geologist



L CONSERVATION COMMISSIC™
SANTA FE. NEW MEXICO

January 25. 1944

Dear !Mr. Brainard:

Enclased plesse find copy of published notiee of
hearing in Case 49.

Your telegram was accepted as the primary filing
of your appliosation; however, be suwre to draw your
tion in more detall and file it with the Commission
before the hearing, which is eet for February 10, at 10
A2
Kindest perscnal regards.
Very truly yours,

John M. Kelly
Direstor

By
Chiaf Clerk & Legal Adviser.

CHLs!S



TeLerHoNe 720 . P. O, Box 126

MEMBERS
C. J. DEXTER .
PRESIDENT Loco Hills S. P. YATES
C. M. POPE. JR.

BERT ASTON Pressure Maintenance Association, Inc. EMERY CARPER
VICE-PRESIDENT A. B. OWEN
J. M. MURRAY, SR

Pl ARTESIA, NEW MEXICO MARTIN YATES, Jr.

SECRETARY-TREASURER

January 28, 1944

State Conservation Commission
Santa Fe, New Mexico

Gentlenen:

Wheregs under date of January 28, 1941, in Order 339, the 0il
Conservetion Commission set out fiwe orders in regard to the Loco Hills oil
and gas field of Eddy County. These five orders defined the gesographicsal
limits of the field, approved the Ioco Hills Pressure iaintenance Plan,
provided for allowable of input wells to be made up from other wells on the
seme basic leagse, provided that top oil allowable be granted two gas wells,
end provided for a supplemental order in regard to resllocation of back
allowable; and

Whereas under date of November 14, 1942, in Order 484, the 0Oil
Conservation Commission provided a 30 barrel maximum allowable for a period
of six months starting with December, 1942, It was further provided that
the Engineer's Committee of the loco Hills Pressure Maintensnce Associatiom,
Inc., should make spplication to the 0il Conservation Commission for maximum
rate of withdrawsl for further periods of +time but that such rates must not
be below 20 barrels nor above 40 barrels; and

Whereas the Loco Hills Pressure Maintensnce Association has,
gince June, 1943, made monthly requests to the 0il Conservation Commission
for various maximum withdrawal rates as provided for in Order 484; and

Whereas the Loco Hills Pressure Maintenance Associastion, Inc.,
has, within the past seversl months, undertaken Petroleum Engineering studies
of the field end, based on those studies, adopted & new plan of cooperative
field operation; and

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

Whereas such new plan provides for use of Bassett and Birney gas
well, located on the /NE/Q SE/4 of section 11, T-18S, R-29E, N.M.P.M., as &n
input well,

)l‘
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State Conservetion Commission January 28, 1944
Santa Fe, New Mexico

-f -

Now therefore, we respectfully request the 0il Conservetion
Commission of New Mexico to grant a hearing in order that evidence may be
presented for the following proposals:

That the 2,000 cubic foot gas-cll retio limitation now in effect
be left unchanged.

That the provisions for setting the maximum oil withdrawal rate
per well per day be left essentially as in Order 484, A msximum alloweble of
30 barrels per well per day is requested for the month of March, 1944, It is
also requested that provisions be made for the Loco Hills Pressure Maintenance
Asgociation, through its Chief Engineer, to make spplicetion to the 0il Con-
servation Commission each month for such meximum rate of withdrawsl as may
seem advissble, Such requested maximum rate to be on basis of engineering
data but not to be below 20 barrels nor abowve 40 barrels per well.

That the provision sllowing other wells on same basic lesse to
make allowable of input well be rescinded.

That, since the well is to be used as an input well, Bassett and
Birney State #6 on the@&_:ﬂ SE/4 of Section 11, T-185, R-29E, N JM.P.M., no
longer be granted maximum o0il allowable to be made from other wells in field
belonging to cwner and on State land.

Yours very truly,

I0CO HIILS PRESSURE MAINTENANCE ASS'N INC.

VPS:1 Fred Brainard, Secretary-lreasurer




RYPORT OF EXECUTIVE COMMITTEE TO THE STOCKHOLDERS
OF THE LOCO HILLS PRESSURE MAINTENANCE ASS'N.  INC,

October 23, 1943,

The Executive Committee of your Association was delegated to make
a study of the operation of the lioco Hills Pressure Maintenance project
and to premare recommendations conceraning the future operation of that
vroject., The Exmcutive Committee hired a Petroleum Engineer some two
months ago who has since that time worked in conjunction with the Exec-
utive Committee in formulating a proposal for the future operation of
the Loco Hills field,

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

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

(1) To conduct field operations to promote maximum ultimate
recovery from the field as a whole, and to preserve the various equities
in the field, 1t is desirable, if not mandatory, that a cooperative
plan of centralized field operation te adopted. If maximum o0il re-
covery is obtained, it will be necessary to either adopt the Executive
Committee Cooperative unit plan or the various equities in the field
will have to be completely unitized.

(2) The Exechtive Committce recommends that a cooperative unit
plan be adopted and that authority over operations in the field be
vested in the Executive Committee of the Association who will in turn
delegate power to the Chief Engineer of the Association.,

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

(4) To reduce expenditures involved in some properties of the
operators having a small number of wells in the field, the Executive
Committee advocates combining several of these leases insofar as
switching labor is concerned. Exhibit No. 2 hereto attached sets out
some ten operators having a total of thirty-six wells, and also con-
tains tentative suggestion as to how these various operators could
group the properties so0 as to reduce the number of switches involved.,
This suggestion is to be carried out by the individuwal operators and
will of course not be under the Association.

(5) The Executive Committee recognizes the matter of injection
wells as of great concern and important to the stockholders and that
some change in the plan of injection wells is needed, theréforo a pro-
posal is advanced as a recommendation by which the Association would
reimburse the contributors of injection wélls on a basis of 75% of
the value of the nommal allowable. The guestion gf whether or not
7% is the correct porcentage is of little concern to the Executive
Committee and should be decided upon by the Stockholders in gencral,
however, the Expcutive Committece does feel that the plan should be
adopted. Exhibits 3 and 4 are a detailed brief of such plan.

(6) In the pressure maintenance field the gas oil ratios will
inevitably increase, in some cases, due to injection of gas. In order
to maintain pressure it is necessary to enforece a rather strict gas
0il ratio limitation, therefore in some cases certain equity owners
in the field will undergo a hardship. To alleviate such situation
the Executive Committee recommends the adoption of a plan whereby the
Asgociation would reimburse such equity owner. This refommendation is
set out in Exhibit 5,
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(8) The capacity of the present compressor is such that approx—
imately three and & half million cubic fzet can be reinjected into the
reservoir. At the present time anoroximately seven million cubic feot
of gas is being produced from the field. It is a recommendation of
the Executive Committee that additional compressors be installed so as
to raise the capacity to such an oxtent that sevon million cubic feet
of gas can be injected into the reservoir., The installation of the
additional comoressors should cost anproximately $80,000.00. Detailed
estimates are available in the officc of the Pressure Maintenance
Association.

(g) To help defray the cxpenscs of the Prossure Muintenance
Association, the Executive Committce recommends the installation of
a gasoline extraction plant at an asproximate cost of $70,000.00.
At the present time Petroleum Engineering of Tulsa, Oklahoma, is check-
ing tho design of sueh an installation and preraring detailed specifica-
tions and cost. Thesc detailed figures will be availsble at the time
the Stockholders' meeting reconvenes on November 8.

(9) To insure the success of the cooperative unit operation plan
certain authority must be vested in the Chief Engineer who will be
directly responsible to the General Manager, who 1s also Chairman of
the Executive Committee, ZExhibit 6 scts out a proposed set of rules

vhich delegates certain authority to the Chief Enginecer and also sets
out the mamner in which the various operators can appeal the decisions

of the Chief Engineer.
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EXHIBIT 2

OPERATORS HAVING 6 WELLS OR LESS

Aston & Fair
Bassott & Birney
Bo—crs
Brainard—~Guy
Carper

Cone, Gordon
Montgomery
Randel

Texas Trading
Yates, 8. P,

PROPOSTD COMBIVATIONS
STITCHER # 1 STITCHER # 2

Texas Trading
Carper

Rand el

Cone

Bassett & Birney

Carper

Borcrs & Boers
Aston & Failr

B, & Birney
Montgomery

oK
HoHDDN

lmwi—-ﬂmmc\mr—'mm

PRESENT SWITCHERS IN THE FIELD

(o]
(>4}

87ITCHER ¢ 3

§. P. Yates 6
Brainard & Guy 6

lLoase~-Ormers Switchers

Premier

Wnolley

Franklin & Aston & Fair
Dixon & Yates )

Yotes et al

Sallce & Yates

Carper )

Bowers (

Continental

8. P. Yatos
Continental & M. Yates
4Allen, Tasp & Pope )
R. V. Fair (
Montgomery

Bassett & Birney
Brainard & Guy

Banner )
Sanders Boos, (
Me~Tex )
Kleiner (

Cone

Randel

Stroup & Yates )
Flynn, Welch & Yates ¢

1
1
1

MO R

b

¥
o



EXHIBIT 3
INJZCTION VELLS

The injection well plan now in use in Loco Hills allows an opcrator
to make up the allowable for an injection well out of other wells
on the same lease, In that case the operator secures an immediate
return on his investment as well as ultimate good through pressure
maintenance.

Objection to this plan is that the lease owner having an injection
well will definitely be giving the sarrounding leases a free ride.
The prescnce of the injection well.will increase recovery on the
immedinte lease, thus, it is beneficial to have one, however, cach
operator should participate in the expense,

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

in use in Maljamar. That is, for the Association to compensate

the o'mer of an injection well on a monthly basis. Under such plan
the Production Engineer of the Association will be empovered to select
injection wells from time to time as the need arises and will have
authority to inject gas into such mells, The selection will be based
upon detailed engineering studies and the Engineer will make a written
report to the Executive Committee at the time of selecting a well or
wells,

Payment to the ovner of an injection well would be made Y the Assoc-
iationly remitting 75% of the value of the normal allowable vhich the
—ell —ould ordinarily have.

The normal allowable of the injection trell would be computed by the
Association's Production Engineer and ill be the average of ~ the
allowable of all producing wells within the boundary described when
mid points, between the mell in question and all surrounding injec~
tion wells, are connected by a series of straight lines, however,
said normal allomable shall not be groater than the well was capable
of producing prior to its conversion to an injection well,

As stated above, the Association would pay 75% of the value of the
normal allowable, however, such 75% is to include all royalty and
over-ride payments., After all royalty and over-ride intercstd are
met, the igsociation would compensate the operator up to the 75%
limitation,

With 20 injection wells and a 30 barrel tof allowable the payments
for injection ~ells could cost § 8094 monthly. Prorated against
a 3,300 barrel allowable, the as nent would be about 9,2¢ per dbl.

This appears very high at first but it must be remembered that it
merely amounts to a redistribution of funds among the operators
themselves. If an operator contributes injection wells in proportim
to his field holdings he will break even,



EXHIBIT 4

LOCO HILLS PRESSURE MAINTENANCE ASSOCIATION, INC.

Artesia, New Mexico

Qgerators

Allen & Fair

Aston & Fair

Banner 0il Company
Bassett & Birney

Bo-ers & Boers
Brainard & Guy

Bright & Gordon

Carper Drilling Co & C-M-T
Cone, Gordon
Contincntal 0il Co.
Continental & 8. P, Yates
Dixon & Yatoes

®air & Bright

Fair, R. 7.

Plynn, Telch & Yates
Franklin Pctroleun Corp,
Friendship 0il Co
Franklin & Yates
Grayburg 0il Co.
Kinfolks Trust

Me-Tex Sunply Co.
Premier Petroleun Corp,
R&ndel, 0. Ho

Roge City Oil Corp.
Sallee & Yates

Sanders Brothar

Stroup & Yates:

Vooley, R. R.

Yates, Harvey E.

M. Yatcs & Continental
Yates, 5. P.

Yates, et al

Fair, N.,N. & P. Brainard

Total Association
Total Outside Association
Field Total

SUMMARY OF INPUT TELL

PROPCSAL
Actual Probable
Avgust Runs
Runs 7ith 30
in bbls Top

2588 2588
986 5921
481 481
4582 4372
761 930
2846 3007
321 321
29569 3427
2200 2200
. 4487 3927
2000 2000
6594 6975
768 930
770 930
1357 1357
13669 13640
765 930
769 8930
780 930
8565 930
1540 1540
5335 4619
257 257

. 460 460
4486 4185
3956 3956
1939 1939
2344 2790
201 251
3076 3720
2750 e728
3054 2790
2133 2133
87098 88094
9086 10802
96184 98896

October 28, 1943

Charges Credit
at 9.2¢ for input
bbl. in wells in
dollars dollars
238
544 530
44
402 580
85
276 266
30
315
202 97
361 492
184 47
641 605
85
85
125 )
1255 1740
85
85
85
85
14 240
425 945
24
42
384 605
364 485
178 420
256
23
342
251 243
266 606
196 193
$ 8094 $ 8094



EXCESSIVE GaS-OIL RATIO RULE

EXHIBIT 8

WHEREAS: The loco Hills Pressure Maintenance Association, Inc. is
a cooperative enterprise with the main purpose of injecting gas into the
Loco Hills field, so as to maintain bottom-hole pressure. The Associa~
tion has erected gae cormpressor equipment and contemplates installing
additional equipment to enable it to reinject residee gas into the reser-
veir, the cost of compressing and reinjecting sald gas costing approximately
5¢ per MCF for operating expense alone.

oqVHEREAS: Some wells have already developed high gas-oll ratios,
and in the future other wells will undoudbtedly develop high gas—oil ratios,
the result being production of gas beyond the capacity of the Association

equipent,

THEREAS: To reduce the total gas produced from the field, the
operators have voluntarily accepted a gas limitation rule vhich limits
the volume of gas produced from any one well to that volume allowed
to the highest allowable well in the field, Such rule effectively
reduces total gas production and lends emphasis teo gas-o0il ratio control,
In some cases the gas~o0il ratio cannot be corrected wnd in a pressure
maintenance project the ratio of each well will necessarily eventually
beconie excessive, Enforcement of a severe gas linitation rule is to the
definite benefit of the field as a2 whole, however, such enforcement can
be very objectionable to the royalty and lecase ommers in a field having
diversified o™mership,

THEREFORE: To cormpensate the operator for a severely penalized
mell, to promote maximum recovery from the field as a whole, and to
prevent unecononiic compression charges per barrel of oil produced,
the herein described compensatory scheme has been adopted.

1. The Asesociation's Production Engineer will have
authority, after making a careful study, to shut in any well having
a gas-0il ratio in excess of 7,500 cu. feet per barrel, The execu~
tion of such an order will be promotly reported to the Executive
Cormittee by means of a written report.

2. The Association's Production Engineer will prepare
an evaluation as to the future recovery possidle to obtain from the
shut~in well had it not been closed in. Such evaluation will be sub-
mitted to the Executive Committee for subsequent approval by the
Association.

3, The Loco Hills Pressure Maintenance Associztion, Inc,
711l reinburse the omner of the shut~in well by making monthly pay-
nents at a rate amounting to 76% of thé crude price and based on the
penalized allowabdle using the gas-oil ratio at the time of closing in
the well, except that the allowable so used shall not be less than
10 bbls. for each allowable day. The payments will be made until the
operator has been credited with the amount of future recovery estimatéd
by the Production Engineer and approved by the Association.

4, The Operator shall have the option of testing such

a closed in rell at the end of each six month period and of producing
the mell so long as the gas-oil ratio remains under 7,500 cu. feet per
barrel of oil . At such time as the ratio again exceeds 7,500 cu.
feet the well will again be closed in and payments resumed by the
association. A nev evaluation will Not be made after such a flovw
period but vaynments will be resumed on the basis of the agreement
mede at the time of originally closing in the <well,



EXHIBIT 6

PLAN FOR COQPERATIVE FIELD OPERATION
LOCO HILLS FIELD

Authority over producing operations of all properties included in
the Loco Hills Pressure Maintenance Association shall be vested in the
Exccutive Cormittee of the Board of Directors of the Loco Hills Pres-
sure daintenance Association.

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

Should any operator desire to protest a decision of the Executive
Cormittee he shall have theprivilege of anvealing to the RBoard of
Directors of the Loco Hills Pressure Maintenance Association, Inc, at
tine of the regular meeting of that body,

To supervise producing operations of the Loco HiXis field and to
supervise the pressure maintenance orogram, the Association shall hire
a Petroleun Engineer to serve in the capacity of #Chief Engineer! of
the Loco Hills Pressure Maintenance Association, Inc. The "Chief Engineer®
7ill report directly to the Chairman of the Executive Committee and will
be charged —ith such respensibilities as may be designated by the Chair-
naan of the Executive Cormitiee. Certain responsib8lities which shall
be designated to the "Chief Engineer!, although not necessarily the only
ona, are listed in the follevwing topics,

1, The Chief Engineer will compute the volumes of gas to be in-
Jected into each injection well and will direet the Plant to feollow such
procedure,

2. The Chief Engineer will sclect injection wells as needed to
properly produce the field undexr the pressure naintenance program. 1In
the selection of injection vwells the Chief Engineer will give proper
consideration to the various theoretical engineering aspects and also
give —eight to equities so as to reduce, insofar as possible, inequita~-
ble conditions,

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

4, The (hief Zngineer will direct the execution of the "Excessive
Gas-0il ratio Rule" as avproved by the stockholders of the Loco Hills
Pressure Maintenance Association, Inc,

5. The Chief Engineer will be responsidble for the tsking of the
official gas-o0ll ratios and will report such ratios to the New Mexico
Conservation Cormission for use in the allocation of oil allowable,

An officidl ratio survey is to be takcn approximately three times per
year, but the exsct mumber of surveys is to be deternined by the Exec-
utive Committee.

6. The Chief Engineer will be responsible for the taking of
bottori~hole pressures. A complete field survey is to be taken at
least tice a year and oftener at the discretion of the Executive Com-
mittee. The Chlef Engineer will notify the well omers to place their
wells in proper condition so that a pressure gauge can be run at least
15 days prior to the time the pressure is to be secured, In case of
pumping wells or flovwing wells having devices preventing the running

of a pressurc gauge, the bottom hole pressures will be secured by the
use of a sound-vave deflection recording device such as the Echometer.

N
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{ 7. The Chief Engineer will prepare operation scheduvles
) getting out time and methold of producing each well so as to secure
the optinum oil production with the optimum gas production ana to

insare an evemn flow of gas to the plant.

8. The Chief Engineer will study the imiividweal leases and
wells and 7ill recormend remedial or correétive work to the owners of
tz wtlag, Under no circumstznces shall the Chief Engineer have
aathor ity to direct a well owaer to undertake remedizl or corvective
7ouk3 other than such work as is necesgary to permit the taicing of
battom hole pressures and /or gas-oil ratios.

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

10, In order to carry out the obligation of the operator
to properly produce his wells to prevent wasting of gas and to deliver
proper flor of gas to the plant, it is agreed that the chief engineer
shall report to the ExecutiveCommittee any wéll permitting the wastiing
of gas or which fails to deliver the proper amount of gas to the system
and the Executive Committee shall authorize the Engineer to order said
well to be shut in until such practices are remédicd., In the cvent such
an order is madc, and the operator fails to comply with the order, then
sach operator shall not be entitled to rsceive any payments from the '
Association for injection wells and shall not be entitled to receive
any shares of stock or any other privileges or bencfits so long as such
harmful practices are contimued. If an order is issucd by the Engineer
to shut in a well, the Engincer shall serve a written notice upon the
ovcrator by delivering a copy thdreof to the person in charge of the
wells for the operator and by mailing a copy therdof to the office of
thc operator as shon by the books of the Association. Such notice shall
statc the well to be shut in and the practices vwhich are objectionable
in thc opinion of thec Engineer and the steps required to correct such
practices, The operator may appecal any such order to the Executive Com~
mittec and/or to the Board of Directors.

EXHIBIT 7

-BUDGET-~ ~

DISBURSEMENTS RECEIPTS
Operating Expense $ 5,000,00 8¢ per bbl, (for bank) $7,200.60
Bank Note & Interest 7,200,00 * 74 per bdbl, {for input 6,300.00
Input wells 8,100,00 Sale Gas & Buvt’:zlaé ¥ 10,500.00
Mells shut in 1,800.00
$ 22,100,00 $ 24,000.00

* Repayment of loan to bank ~ approximately four years,



