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HUGH L. JOHNSTON . ,

PRESIDENT BER“TE“.KR.
. ASTON
C. J. DEXTER I.JOCO HIHS EMERY CARPER

VICE-FHESIOENT

FRED BRAINARD

SECRETARY.TREASURER

MARTIN YATES, JR.

Pressure Maintenance Association, Inc. M. MURRAY
ARTESIA, NEW MEXICO

July 22, 1941

New Mexico 0il Conservation Cormi ssion, Santa Fe
¢/o Carl B, Livingston, Attoraey
Santa Fe, New liexico

Gentlemen:

Attached hereto please find copy of letter from Abtwood
& Malone such letter requesting us to forward you a certified
copy of our resolution fixing July 1, 1941 as the effective
date for the deduction of the 5¢ per barrel.

In ansgwer to your letter of June 27, 1941 in which you
asked us to advise you the date when the Loco Hills Pressurs
Maintenancs Plan officially went into opsration pleasse refer
to our letter of July 9, 1941 in which we advised that the
plan officially went into operation July 1, 1941. However
to complete Atwood & Malone's requast we attach hereto copy of
en exerpt from the minutes of a special meeting of the Diractors
of the Loco Hills Pressure Maintenance Assoclation, Inc., such
exerpt showing the official action tsken by the Board in regard

/ to same.
Yours very truly,
W
Fred Brainard
Secy-Troas.
T“YT/mn
D/ me

Encl. 2.




July 18, 1941

¥r. Fred Brainard, Secretary
Loco Hills Pressure [zintenance Association, Ince
llew Lexico

Artesia,
Dear Lirs Breinard:

As you know, the State Ccnservetion Commission
has under considersation the {ixirg of a preper date for
or the shut in ras
wells in the Mield which was pr vided Uor by apgrepriate
action of the Commission several months aro. The
Associgtion, of course, nas consented to the granting
of such an allowahle as the Conmission nay seo fit to pre-
seribe, such consent being conbained in parasraph 8 (e) of
the uniform operators® agreerent.

Tne attitude of the Cormission apyears to be that
the o0il allowable should start at the same iiie that the
assessment of five cents a barrel in favor of the Assoclation
becomes effective but there is nothing on file with the
Commission to shovw such effective « .te. Jie would appreciate
your forwe>7ng to the Comdssion in care cf Iir. Livingston,
it sitorner, ~he certified copy of the resolution c¢i the

Board of Il esors wnlch fixed July 1, 1¢41 as this date.

N

We represent lir. X, . Fair in this matter,
ATN000 & FALDNE
By

JDA/TH

cey ire vair
ccy Mr, Quall
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The Tollcowing is an exerpi ifrom the minutes of a
special meetivg of the Lirectors of Loco rills Pressure
laintenance Association; Inc., whilch was held in its principal
office July 8, 1¢41 in confornity with its by-laws:
erersaseeslt wWas wmoved by Emery Garper thal

the fifth molion of iy 22, 1%41 be recended andé that

the effective date of the comuiencement ov the deduct-
ion of 5¢ per barrel be set gs of July 1, 1841, lotion
seconded by €, % Pope, Jr. iotion carrie."

I, Frecd Brainard, Seeretary of Lecceo Hills Pressure
Haintenance Asscelstion, Inc., hereby certify thet the atove
is an exsct copy of a portlion of the winutes of a specisl
meeting c¢f the Bosrd of Virecltcrs of said corporstion held

on the date and et the ylece gbove shovat.

2 >

¥red Brainard
Secy.-Trees.




ADDRESS ALL COMMUNICATIONS YO SECRETARY

HUGH L. JOHNSTON MEMBERS
PRESIDENT

_ . BERT ASTON
€. J. DEXTER LOC(__) Hl”S EMERY CARPER
VICE-PRESIDENT MARTIN YATES, JR.

FRED BRAINARD Pressure Maintenance Association, Inc. T s,

SECRAETARY . TREASURER

ARTESIA, NEW MEXICO
July 9, 1941

Mp, John M. Kelly, Secretary
New liexico 0il Conservetion Commission
Sarta Fe, Neu: Mexico

Dear lir, Kelly:
Re: Case # 23, Order # 339 lLoco Hills Pressure Plan,

Your letter of Jume 27, 1941, to Mr. Hugh L, Johnston
recarding the above numbsr of case and order was referred to
me for ansver,

Please be advised that the Loco Hills Presuure Maintenance
Plan oficially woent into overation July 1, 1941.

This date had been previously set as June 1, but due %o

complicetions arising out of connections being transferred
in the area it was necessary to delay this date until July 1.

Yours very truly,
10CO0 HILLS PRESSURE MAINTENAUCE ASSOCIATION, INC,

¥Fred Brainard

< n.
Socy.~Troas.

FB/me




NEW MEXICD DIL CONBERVATION COMMISSION

HOBES, NEW MEXICO

July 29, 1941

Hone. M. L. Johnaton, President

Togo }Hills Tressure

HMalntenance Asgoclation, Inc.
L\‘ fiobbs, lew Mexico

Re: Css8e No. 2%, Order Yo. 339 « Toco Hills
ressure Haintenance lan.

Dear Hr. Johnaston:

Reference 18 made to your letter of July 23rd.
IEnclosed please {ind certified copy of the Commission's
Order No., 339, relating to the loco liills Pressure laintenance

Plane.

This order approves the Plan in its general aspects
as sot forth in the amended patition of the Loco BEills
Operators'! Committee; authorizes the twn shutein sea wells
ol He %e Falr et &1 and Ressett & Blrney, specified in
8sid petition--their allowable to be taken elsowhere on
thelr respective basic lomses; authorizes the use of
producing oil wells as input wells for the purpose of
returning waste gas to tho oll-rearing forration, and
permits the allowable for wells so used to be talien
from other wells located on the owner's lease.

o =)

, In view of the fect that the Commission, in its
order above referred to., has already cranted the use ol
input wells 1t would not now be necessary to mako an
application for permission to use wells for such purfoso;
however, whatever wolls are ugsed as input wells should Le
cortified by the Assoclation to the Commission in order
that the Commission {n turn can offlcielly notify the
Proration Umpire in order that the allowables of tho in~
put wells may be taken olsewhere on the ownor's lonso.

ach well to Lo used as an Input well should be
definitely described by name, legal sub-division, section,
townahip and range, end the woll or wells on the ownor's
lease through whish the input well ls to produce itsg




NEW MEXICO OIL CONSERVATION COMMISSION

HOBNE, NEW MEXIiQO

e I.. cohnston -l FelDms)

allowable in order Chat the Cormission may accordingly
of{iclally inform the Prorallion Uapirec.

The Conmisslorn reguests that the Assoclation
furnish 1t a rionthly report of operations steting in
particulsr the woll or wells used as input wells, the
amount of input gas through each input well, the oil
'production by wells, cstimated ijas productlon by

swollu, ostimated ges-cll ratlio by wells, water
production Ly wells; e report of periodic bottom hole

vpresnare aurvey end perlodle gas-cil ratio surveys
also theo rroduecing characterlstics of ecach well--that
s, {lowing, pwiping or pas lift.

Very truldy yours,

Jobn M. Kelly
Secretary.

et
JUK RS

. el : /Zj;fﬂ/;)/;/c‘l,ée.f/

; e Brduntors
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MEW MEXICO OIL CONSERVATION COMMISSION
HOBBS, NEW MEXIGO o

July 26, 1941

¥Mr. H. L. Johnston, President
Loco H1lls Pressure
Maintenance Aassoclation, Inc.
Hobbs, Weow Mexico

Dear lr. Johnston:

This is to acknowledge recolipt of your
letter of July 23rd, which will be brought to
the attention of tho Cominlssionie N

Very truly yours,
011 Conservation Commission

Quec &. Boip®i

Carl B. Livingston
Chief Clerk & lLegal Advisor




CONTINENTAL OI1L COMPANY

Hobbs, New Mexico
July 2%, 1941

The New Mexico 0i) and Gas Conservation Commission
Senta Fe, New Mexico

Attention: Mr, John M, Kelly, Secretary

Gentlemen:

The Loco Hills Pressure Maintenancq Association,
Ine., was organized and incorporated early in 1941. All
operators of the Loco Hills pool, except Xleiner Bros.,
Roland Rich VWooley, and one other smal)l interest have signed
e contrect with the Association. Br{efly, the terms of the
contrect, provide that the operator will deliver all waste
gas produced to the assoclation, and the Asgsociation will
return the gas to the formetion for the purpose of meintain-
ing pressures in the pool. Also, it is provided that the
Association may use any well selected by the engineering
committee of the Association for the purptse of returning
gas to the formation., It 1s our understanding that the
Commission will permit the opervetor on whose land s well may
be selected for input purposes, to produce the allowable

oil for such input well from other wells on the same bhasic

lease belonging to the ssme onerator,




The NWew Mexico 0i] and Cas Conservation Commission

Page 2 - 7-23-41

All contracts with each operator have been
properly ratified by al; interests and filed of record in
Eady County, New Mexico.

The by-laws of the Agsoclation provide that
only operators owning interests in the Loco Hills pool
may participete in the operation of this pressure majntenance
program., Also, it is provided th=at in order to pay the
installation costs and operate the system, that 5¢ per barrel
will be'deducted by the purchaser of 7/8 of the crude oil
proiuced by the pool, until such time as the cogt of the plant
is amortized. ALl cerude o0il purchasing Companies purchesing
crude oil in the Loco Hills pool have been notified thet July
1, 1941 is the effective date of the commencement of the
plan,

Installation of concrete foundetion for machinery
is complete and 90% of the work of layving of necessary pipe
lines is now completed, ill pipe necessary for plant lines,
gathering system, and return syetem has been received. The
gas cooling avatem dc in trausii ffrom vhe manutacturer,
Maéhinery ordered from Vorthington Tump and Machinery Company
from Buffalo, New York was held up temporarily Account of
Federal Government priority. This matter however, has now
been handled with the proper Government agencles, snd wé have

heen assured eerly deliveryv of this machineryv., It is estimated




The New Mexico ~ Y and Gas Conservation Cor“‘ssion

Page 3 - 7-22-41

that cénstruction work msy be completed about Qctober 1, 1941,
at which time the actual operation of returning ges to the
formation will commence,

Our engineering committee has made s thorough
study of the pool and has tentatively recommended certain
wells to be used for input wells.

In order that the Conservation Commission's
requirements mey be complied with, the Associstion will appre-
ciate receiving information as to the proper form of
application to be made to the Commission to obtain the
Commission's approval of the plan, ard the reports it will be
necessary for the ALssociation to make to the Commission.

It is sugrested that the Assoclation certifv to
the Commission that the plan for returning geas to the formation
is now in effect and that contracts have been made with
various operating members of the Assoclation, to which can
be atteched a certified copy of the by-laws and charter
of the Association, also a certified copy of the contract
made with the various opereting memvers and interests in
the Loco Hills pool, together with s certificate outlining
a description of the lands involved.

“We believe it is desirable that the Association

be required by the Commission to meke application for the
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use of input wells rather than for the individual operator
to he required to dovso, in that, the terms of the
contract provide that the Asgociation may use any well
covered by its contract with the orerator for input
purposes.,

Your consideration and advice in this matter

will be appreciated.

£ Very truly yours,
S

~ H. L¢ Johnston, President
/ Loeo Hills Pressure
L#//Mﬁintenance Association, Ine,

HLJ-JL

Hobbs, New Mexico

cc: Mr. Pred Brainard

ce: Mr, Glen Staley
Artesia, New Mexico
|
1
|




CERTIFIED COPY OF
ORDER NO. 33¢ - CASE NO. 23

IN THE NATTER OF THE HEARING CALLED

BY THE OIL CONSERVATION COMMISSION

OF THE STATE OF NEW MEXICO FOR THE
PURPOSE OF COMSIDERING:

THE PETITION OF THE OPERATORS' COMMITTEL FOR
THE OPERATORS IN THE 10CO HILLS POOL IW EDDY
COUNTY, IN CONNECTION WITH THE PROPOSAL OF
A COLLECTIVE PRESSURE. MAINTENANCE PROGRAM
FOR SAID POOL.

This 1s to certify that the attached copy of
Order to. 339 of the New VMexico 011 Conservation Commission
1s & true copy of the original order promulgated by said

Commission and on file in the records of said Commission.

3 ﬂﬁ W, RELLY, SECRETARY

NEW MEXICO OIL O'SLRVATION
COMMI3SION.

R e L




_NEW MEXICO OIt. CONBERVATION COMMISBION

HORES, NEW MEXIOOD

July 26, 1941

Hon. Olenn Staley
frovaiion Umpire
flobba, New Yexioco

BFe: Case 23, Order 339
Dear Mr. Staley:

At thoe Commission's Rxecutive !lMeeting July
25th the following Executive action was talon:

In connection with the Loco 11lls Prossure
Yaintenance Plan, in order for the Commliaaton fully
to determine all benefita that might acorue under
such plan, the Conmission ordered and directed
thet & complete oll, gas, and gas-oll retlo survey

be wads and Sompleted a3 soon as possible,

The foregoling action of the Commission
i your suthority to proceod.

Very truly yours,

CRLsIS
oc . L. Johnston
Fred Bralnerd




NEW MEXICO OIL CONSERVATION COMMISBION

HOREB, NKW MEXICH

July 26, 1241

Hore Tugit i Johusion, (resident
Toeo #ills Pressure Yalntenance Aassocintion, Inc.
Bobta, New Hexlco

Fred Fralinard, Seoretary-ircasurer
Loco Hills Fressury Veintenance Associatlion, Inc.

Avtesim, liew Yexico

Yiorie Glenn Staley -
Proration impire i
Hobbs, lew Heylco ;

Kelth F. Quall, £sqs
Artesie, !lew ¥exlico

Hoss Falone, 78G.
Lhoswell, ilew Yexico

Gentlesient
He: Case £23, Order »3%0

At 1ts Ixecullive meoting July 25th, 1941, the Corualssion
took the following fIxecutlve action which is solf-oxplanatory:

"In connectien with the ajplications of the owners of

tha twn ahuvteln wellk B, v, VW, Talr, n':“;;}«’;;- 10-305<32Y, und
Ragsett & Mrmay “m““ﬁ‘ ’1 1a2-200 ) for Lhols rospesiive 0L
allowables to Le taken elsewliers on thaly saro rasuontive
leases, pursuant to the provisions of Order lLo. 5564, Case ;263

"WHRNEAS, sald applications having Leen taken under
advisement by the Commission at Its txacutive weeting June 25,
1041 ’

"WHEAZAS, the Cormisslon having been informed bty the
lLoco H1lls TPressurd Jﬂintoxurca Assoclatleon, Inc., throush {ts
Secretlary-Treasurer, “r. Pred ~rninuro, by TOLLGP andor date of
July ¢, 1wdl, thaL'tho toco liLlls Fressure Usintenance rFlan

~offielinlly wont into operation July 1, JJ=}-




NEW MEXICO OitL CONSERVATION COMMIBEBION
’ HOBSS, NIW MEXIOCD

Rugh L. Johnston -l 7-206-41

"NOW THRLLFORE, sald applications are hereby granted

effectivo as of July 1, 1941."

JER 318

The loregoing 1s for your inforumation.

Vory truly yours,

John !fe Kelly
Secretary.




In connection with the arrlications ol bhe owrarn of

v . T [ et - IR T o e
the two shot-in wells, . Ve Dair, o, 50 Lu~iod-=din ana
3 . < oy N . - P SO T e . I P | e e N
assett A Virney LW OoSh 11-103-20E, For thelr respectlve

01l allowables to be talken elsewhere on their game respecilve

leases, pursuant to the provisions of Ddrder [o. &3G, Case 1250

WiishtaS, sald aprlications reavins beern tulen under
aavisement by the Commission at its Txecutive meeting June
25, 1941,

VIEREAS, the Cormmission having been informed by the
Toco Hills Fressure l'aintensnce Associstion, Inc., through
its Secretary-Treasurer, ‘r. red Rrainard, by letter under
date of July 9, 1941, that the JToco Fills fressure I‘aintenance
Plan officially went intec operation July 1, 1841

KOW THEREFCHE, said applications are herehy cranted

effective as of July 1, 1941.




ADDRESS ALL COMMUNICATIONS TO SKCRETARY

MeMBLRS

HUGH L. JOHNSTON
BERT ASTON

C. J. DEXTER LOCO HIHS EMERY CARPER
victrREsIDINT Pressure Maintenance Association, Inc. " w weneay

FRED BRAINARD
SCCRETARY-TREASURER

ARTESIA, NEW MEXICO
July 9, 1941

Mr, John M, Kelly, Secretary
New lMexico 011 Conservation Commission
Santa Fe, Wew Nexd.co

Dear Mr, Kelly:
Re: Case # 23, Order # 339 Loco Hills Pressure Plan

Your letter of June 27, 1941 to My, Hugh Johnston
regarding the above number of case and order was referred to
me for ansver,

Please be adviged that the Loco lills Pressurs
Maintenance plan officially went into operation July 1, 1941.

This date had been previously set at June 1, but due
to complications arising out of conmections being transferred
in the area it was necessary to delay this date until July 1,1941.

Yours very truly,

LOCO HILLS PRESSURE MATNTENANCE ASSOCIATION, INC.

F1)d Brainard
Secy.~Treas.

FB/me




COPY

LAW OFFICES

ATwoob & MALONE
J. P. WHITE BLDG.
ROSWELL. NEW MEXICO

July 18, 1941

Mr. Frec¢ Brainard, Secretary
Loco Hills Pressure Msintenance Association, Inc.,
Artesis, New Mexico,

Deur ¥r. Brainard:

As you knowi, the State Conservation Coamission
has under consiceration the fixing of a proper dete for
the beginning of the oil allowable for the shut in gas
wells in the Filcld which was proviued for by appropriate
action of the Commission seversl months ago. The
Assoclsation, of course, bhus consented to the granting of
such an allovalble as the Commission may see fit to prescribe,
such consent being contained in paragraph 8 {e) of the
uniform operators! agreecument,

The attitude of the Commission ajpears to be that
the o1l allowable should start at the same time that the
assassment of [lve cents & barrel in favor of the Association
becomes efiective but there is nothing on file with the
Commission to show such effective date. Ve would &ppreciate
your forviarding to the Commission in care of ¥r. Livingston,
its attorney, the certified copy of the rosclution of the
Boarcd of Directors which fixes July 1, 1941 &as this date,

Ve ropresent Mr. R. W. Fair in this matter.

Yoars truly,
ATWOOD & MALONE

By: J. D. Atu004d
JDAsIH

cc:  Mr, Falr

cet:  Mr, Quail

cct Mr, Bassett

cet  Mr, Carl Livingston




NEW MEXICO DIt CONSERVATION comMmigsian
HAOBEBS8, NEW MEXICO

-

June 27, 1udl

we Hugn Johuston, Prosident
Logo ilills Pressure ‘aintenance Tnc.
Ilobbs, !ew Yexico

Re: Case 23, Order 1339, Loco I'ills
Pressure Mainlenance Plan.

Dear r, Jounston:

Pleass advise the Comaission the date when

a6 Toco liils Pressure iaintenance Plan oificially

vient into operation.
very truly vours,
01l Conservation Comission

By

John \. Kelly
Oeoratary

C") W 170
cddeirad




NEW MEXICD OIL CONSERVATION COMMIEHION

HOBBB, REW MEXICO

—— John Relly
June 17, 1941
N ey
m . O, e assetl )
N slate hatlonal Hank
' ] »1l Paso, Texas
N //

ire He v palr
firtesia, Jiew ‘exico

n
| et File 41, Case <3

e 3 [ ST ¢ C oy ; YL Y
La1Y = ibgiag OO 1(;’"1\4"{;.)

‘ A\.»' ve .
\\“// Ragsett & Virney Thisliss Gec. 11-10-84
B Gentlenen:
D The Commission is holding an executive mecting on

Juno £5th at 2 P, ., for the purpose oi brin in; beiore lhe
Conalssion such matters thal require exccutive action.

At that time you, or your representative, will Lo
‘ \/"7 aiforded an opnortunity to present to the Cowalssion Llhe
malter of allowable for the lwo shut-in _as waells noted
i1 the caption.

Yery truly vours,

-+

Uit conservaltion Co omizsieon

Carl . livin slon
Chief Cler:

e

' ‘ ce “lenn Htaley
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June 9, 1941 . = 2
7T W
o e T
R
&y OZ
Z s M
Mc. Ray Rodgers, = = i
The Conservation Committee, o=
Santa Fe, N. M.

Dear Mr., Rodgers:

On May 26, 1941, the Loco Hills Pressure Maintenance
Aseociati:n, Inc. asked that the Conservation Commission grant Mr.

R. W. Fair and Bassett-Birney, et al the top allowable for these
two wells.

I shall appreciate greatly any action you can take

to facilitate our being granted the top allowable as soon as
possible,

Yours very truly,

A

PRESTDENT. )
CNB:P

Oth
[ 1501 PRRCIEAIIN 152 |




ADDRESS ALL COMMUNICATIONS YO SECRETARY

L. . MEMBERS
HUGH”‘E'{‘::'T’NSTON LOCO I'Il”S ° BERT ASTON
. .o v
C. J. DEXTER Pressure Maintenance Association, Inc. vsgmn vares. or.
FRED BRAINARD . J. M. MURRAY
SECRETARY-TREASURER ARTESIA, NEW MEX]CO

May 26 1941. o
NEW EIEXIO2
il WNSEI%\'RTR)}"_;‘(A;%\%; :

Conservation Conmission, re [ Y
Santa e, e

EIREE " MAY 29 wav -

{ 3'}\,, JE

Gentlemen:

At a meeting ol the B-oard of Directors oi the
Loco Hills I'rasgnre ioilnienance Assn, Inc., hceld in the

Artesia Hotel, lay 22, 1941, tbhe following resolubion was
adorted.

" Ihat the Sceretary ve instructed to contact the
Chairmaon oi vhe anginecring Cormiitbee and obtain
2 statement that 1t 1s now in order to grant
ton allowable to the follio. ing described gas wells;
Robie Fair  SEXSEE Sec, 10-18-29
Bazsett & Birney WWESHE Sec 11-18-29
and thiat upon receipt ol such =tatement that 1t be
then suumitted to the 011 & Yas Conservation
Comission with a reauest that top allowable be
granted these Lwo wells In accordance with 3tate
of Hew *exico Conservation Commission Order No. 339
Case o, 235 and be clicctive June 1, 1941."

Inclosed plecse "ind statement [ the chalirman of
the engineering committec in accordance with the above res-
olution and will you please take Lhe nceceqsary steps to have
the above Lwo wells placed on the allowable sheet in accor-
dance with the above resolnibion.

Yours very truly,
Loco #ills FPressure llaintenance inmn, T o,
Mrod Branard

Sce- Tres.

Copides to: CL.H. Bausselt
.Y, Iralr
Glenn staley




HUGH L. JOHNSTON
PRESIDENT

C. J. DEXTER
VICE-PRESIDENT

FRED BRAINARD
SECRETARY.TREASURER

AODORESS ALL COMMUNICAYIONS TO SECRETARY

MEMBERS

IJ()C() EiillS BERT ASTON
EMERY CARPER

Pressure Maintenance Association, Inc.  iemm vares. o=

J. M. MURRAY
ARTESIA, NEW MEXICO

May 24, 1241
) NEW MEXIiCO

OIL CONSERVATION Commission
K WAY 29 15m

11

h

I e e o ,’,/é
Mr. Fred Brainard, Sec'y M BRIy pL, |
Loco Hills Pressure Maintenance Ass.,Inc. ‘

Dear Fred:

It 18 now in order for the Association to request
the New Mexico 041 Conservation Commission to grant top
allowables for the two gas wells In the Loco Hills Pool,

f{.e. R, ¥, Fair Brainard # 6 SE SE 10-18-29 and Bassett

% Birpey State # 6 B K SB 11-18-29, as of Jime 1, 1941.

The &bove is in conformance with case 23, order 339 of

the lew Mexico 01l Conservation Commission.

s- ely,

. ,‘Che rman
Fngineering Committee

Loco Hills Pressure Maintenance Asé.,Inc.




Vuy 29, 194,

loco Hills Frsszure Midntonarce Aam;&;vl
Y NP He Prad Hpednoerd, s
Mi&, ﬁglﬂ ;‘Bxiceo

Hoe 339
11 it 3om18ieo9s

—":7 S

TRt WMW be Inairucted to gontact
the Chodrman of the ‘ngincering comnitlee ard
tadnld staitenont it 48 1o now in order to
n allowsble Lo the fo lowing described
.

5e Faly S6unk 10w)t29
Lunsett & Birney noihis Lle=lié=29

and that uron pecciph of such statoment tint it

be than ssbedticd to the CLL st Gas Lonservatlon

Compdesion with & regueat that top allowsdle bo
orented thews o wells in aceurdnge «ith Ltate
uof Few woaxigo vonsorvation Cormalssion «rdopr Hoes3%
Cuse Mo..3, ! 0o offective June L,1941."

(2) Statesent of your ~ngincoring Cotelttoe dsted Yoy
2y pursuant to Lha farogolny desolution whils e
63 foilousy
I is o Lo order for e cscond tion to reouvet

the lew suxleo L4l vonuerv. Llon vovaleslon W grant
top allowblos for Lhe Lio sus wello in tho icco




/

)m ' 1’ j,..eo -';n';\c IF@'L’LI‘ ."ir{-’ pIES o4 N
1omld=29 wnd Jussott mndg Biragy o PRRHINT
L=l3w29, as of Juns 1, 1941, ~4 is

in conformance with Cuse 23, O
vew exico 1l LConservation Sorxdesfon,

These zattors will be orought ¢Ytenticn of tho
Comatssion,

¢o ilemn Staley,
uObb-S, HIR .
Loy Yorbrough,
Hom . 5 » '3‘ L[]

John felly,
}’Obba’ 5‘0 ‘.
Lroest Hanso

— -

SCOIRISE GV O

8, Livivgaton,
~tharney
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i

Jones & Yates

OIL PRODUCERS & OPERATORS - OIL LEASES & ROYALTIES — DRILLING BLOCKY

Box 464 — Phones: Office 238, Res. 3
ARTESIA, NEW MEXICi

April 22,1941

NMr. Carl Livingston
0il Conservation Commission
Sante Fe, New Mexico
Dear Mr, Livingston:

I am in receipt of your letter of April 14 relative
to an oil allowable for the two gas wells in Loco Hills as -
provided for by the Oil Conservation Commission Order.

If I understand your letter correctly, we will not be
permitted to run any oil until the Pressure Maintenance Plant
is in operation, but we will be permitted to run a back
allowable as of Feb, 1, 1941 at that time, Will you kindly

confirm this understanding.

Very truly YOurs,

Basgspgtt ney et al
Mﬁ o
artin Yekes IIT ‘




HEW MEXICO OiIL CONSERVATION COMMIBSION

HOBBS, NEW MEXICO

oril 24, 1951

¥r. Fred Brainard,

Seeretury-Treasurcr,

Loco 1i1lls Fressure Yaintenunce issn., Inc.,
Artesia, ii.l.

ity Loco Hills Pressure baintamnce
Acsociatlon Plant Site sequisition
Ny l)n ;. «,"1(30"‘)(&1.

Yy dear lMr, Brainard:

Reference is n-de to your inmiry of april 22, with
rezard to the abbwve captionud mtter,

This will ddpend entirely upon whlot kind of Litle your
Agsoclaticn must have. without knowin: uil of the fucts
involved, the writer surmises thuat o business lease vhich
m:y be issued for a five year term vould not alone ie
sufficiont, A purchase would seom t¢ ho uppropriate for
your purpose, however, the consumration of & purchase takes
about three months because of the Znabling Act rejuirencnis

“of advertlslrg und offerinz at publie auction. A business

lease could be issued pending the conswur:tion of the pur-
chazse, ‘hen the purchuse is consuruwited, the business
lekabe could be reliniuished,

Hoviever, the tract in question is under graging leaxse to the
Marond A Cattle uoup“ny of Houswell, vhich le.se does not

expire until 1945, & relingulslinent of ULiils tract frowm the
grazing lease would be necessary. Tour letter, Lo sbtier vith
carbon copy of this letter is belnz pluced on Cormissioner

flalte Rodgers! desk in ordor tihut he way heve personal inforiation
regarding your lotter and in ordir that ho may “ake up Lho matter

with you direct when he next calls at Artesla.

Very truly yours, f ///7 /(
e /
-vlL.ugggsuaaiizs;@e;kxs»&

By

Carl B. Iivingstoen, sttorney




NEW MEXICO O!IL CONSBERVATION COMMISSION

HOoBBE, NEW MEXICO

aprid 15, 1941,

Bassett & Blrney, et al,

ATTRRTICHE woll, Perry, sudlitor, i ©o8a Jip,.23, Urder [ol.339

Fels Box l;a{.

Artenia, hew texico, Russett-3irney ‘s .ell,

hoot 11=l85-29% ond

Heite Fair ob al, woll .50

J0=-13.=29..

Genticimons

Referenco 1s sado to your levter of april 12, vhercin yau
made Inquiry ss to toe alilewsble for the two above captloned
shut-in gas wells.

The allowable for those two vwolls was provided for in the Uvder
noted in the eaption for the purpose of operating tho loco litlls
Preassure kalntenwmce Plane iy ioforration, haisver, is that
whe Plan has not as yet sone into operation. hwi 1t doos go
into operation, the wells should have thedr alloweble s provided
by the Crder,

Vory truly yours,
cc “len Staley,
Hobbs NJle
L, Andrens, Gl U R LV AT DL LSO

Carl e Livingston,
sttorney




OFFICES:- EL PASO, YEXAS
ARTESIA, NEW MEXICO

P. 0. BOX 404
——

PHONE 238

BASSETIT & BIRNEY, ET AL

OIL PRODUCERS AND OPERATORS

ARTESIA, NEW MEXICO

Dear Ray:

v
. B 3
b N
=z <N f: ":.
~ » 2
Mr. Ray Rodgers, Secretary, - o T
State 0il and Gas Commission, R
Santa Fe, N. M. z o 3
= m
x .« O
= m

At the time the Repressuring System was orgdnized, it was agrred
that we (Bassett and Blrney et al) would be granted the monthly
allowable on our gasy* “%hich is, State B6058, located in Section
11; Tovmship 18; Range 29 E. effective around the 1st of February.

For some reason the Lea County Profation Office has not seen fit to
place this well on proration.

Mr. Staley has been contacted, he
stated that he would not act, until he had a letter from the 0il

and Gas Commission, instructing him to place this particular well
on proration.

We would appreciate it very much if you would take this matter

up with Mr. Staley, instructing him to place this well on promation
schedule, from date of agruement.

Thanking you for your cooperation, we are,

Yours very truly,

April 12th, 1941
ce Mr. A. Andrées




NEW MEXICO DIL CONSERVATION COMMIESSION

HOBBS, NEVF MEYICO

april 14, 1941,

RE: Cose No.23, Orier Ho.23229

Bas:cett-Birney Gas Well
NESE 11-185-29f and
Mr. dartin Yates III R.¥W. Fair et gl well BESE
Bassett % Birney, et al, 10-186-29E
P.0. Box 464
Artesia, New Mexico.

Dear M¥Mr. Yutes:

In reply to your letter of April 10, when you

were in ny office the other day and nade inculry
as to the allowable for the t o sbolm captioned
shut-in gas wells, I wcs unier the impression that
the Preszure Yaintenance Program had gone intlo
operation. The allowable for those two wells

was provided for in the Order noted in the cuption
for the purpose of operating the Loco Hills
Pres:;ure ¥aintenance Plan.

I am informed thut the Plan has not as yet ione
into operation. When it does go nto operation,

the wells should have their allowable as provided
by the Order,

Very truly yours,

OIL CONSERVATION COMISSION
By

Carl B. Livingston,
Lttorney




YATES & JONES
LEASES—ROYALTY—DRILLING BLOCKS

P. O. BOX 484 PH. OFF. 238
RES. 347 OR §26NR

o April 10.1941

Mr, Carl Livingston
%011 Conservation Commission
Santa Fe, New Mexico
Dear Mr, Livingston:

| Several days ago I discussed with you the oil
allowable for the Bassett and Birney gas well in the NWSE
Sec,11-18-29 in the Loco Hills field., The Conservation
Commission has issued an order allotting an allowable for
this gas well, which SAYR oil is to be produced from five
other oil wells ovned by Bassett and Birney et al on the
same basic lease as the gas well, The order was executed
on January 28,1941, which would entitle us to an asllowable
starting on February lst., Mr, Staley advises me that before
he can give us an allowable for the gas well he will want a
letter from the 0il Conservation Commis:ion instructing him

to give the gas well a top allowable to be produced from the

other five wells.,
Very truly yours,

%assett & Blrney et al
23 %— Z) % V27

S vt T

by Martin s 11

e

mhy/kby i




MNEW ‘"EXICO OIL CONSE ION COMMISSION

HOBBSE8, NEw MEXICO

April 14, 1941

RE: Case No.z3, Orisr No.239

Bassett-Birney Gas Well
Nr. Glenn Staley NECE 11-188-29F and

Proration Uanire R.7. Fuir el al well,
Hobbs, ¥., SECE 101881 9E

Dear Mr. Staley:

The enclosed carbon copy of ny Letlev aidliecssed
to Martin Yates III, unler 4 te of foril 14, regarding
allowable for the two wells nota? in the c¢aotion and

. 1n the Loco Hills is self-gx-lenatory,

Very truly ycurs,
1L CUHCFRYATI N COMISSION

By

Carl 3. Livingston,
Attorney




AGREEMENT AND ASSIGNMENT

The undersigned l.oco Hills Pressure Maintenanve Association, Inc, a New Mexico corporation, and the un-

dersigned_. O

do hereby agree: ;

1. This contract is executed in furthqrance of a cooperative plan for. the conservation of the reserveir energy
in the Loco Hills Qil 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 “Asaociation” refers to the said Loco Hills Pressure Maintenance Association, Inc.

(b) The term “QOperator” refers to the saiL_;_-,,,‘.,V,.- o S

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

(d) The term “operators” refers to and includes personms, 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 carboprerous 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 weil 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 Ficld 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-
tce 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 to all of the aperators 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 described tracts of land located in said Eddy
County, New Mexico:

Towr:nasgﬁp 17 South, Range 29 East: S12S% of Section 32; S1%SW1 of Section 35; and Si¢ of Sec.

tion 38.

Township 17 South, Range 30 East: NE%NEY%, S%N% and S% of Section 31; and W%, W%E

of Section 32.

Township 18 South, Range 29 East: All of Sections 1, 2, 3, 4, 5, and E% of Section 6; all of Sections

8, 9, 10, 11, N4 N¥%, S1NE% and SE¥% of Section 12; N% N1 of Section 14; NE%4NEY%, NNW4

of Section 16; N% of Section 16; and N of Section 17.

Township 18 South, Range 30 East: NWBNW!4 of Section 5; all of Section 6; and W1 of Section 7.

Subsequent operations and development may disclose that some tracts included in the present limiits of the Field should
be excluded from the Field and that some tracts adjacent {o 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 ex:lcded from the
Field on which is located a producing well Lelonging to the Operator on account of which stock of the Association has
been issued as provided herein, unless the Operator eonsents o the exclusion of such tract.

4. The Operator represents and warranis 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-paragreph (b) below.

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

(b} The above described operating riphts are subject to certain liens and encumbrances and the lawful
claims and interests of other persons therein as follows:




6. The Assoclation 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 principai object the installatien
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 Thousangd (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 o
must be an employee of a corporation oxr 8 member of a co-partnership owning such operating rights.

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

for such purpose.

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

(e) All working committees, including the Engineering Committee and all employees, shall be appointed by
the Board of Directors. ;
(£f) No officer or director shall receive any compensation from the Association for his services as such.

(g) Each original incorporator shall be required to subscribe for the number of shares of the capital stock
sprcified in paragraph 9 (c). Payment for the stock subscribed for shall be made in'the manner specified in this agree-
ment on the basis of One Dollar ($1.00) per share. The shares of stock issued on account of each well shall be included
in separate certificates and shall be delivered to the subscriber as provided in paragraph 9 (c). The initial certificate
for ten shares provided for in said fparagraph 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 aécount 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.

(i) In the event of the abandonment of any well on account of which shares of the capital stock of the As-
sociation hava 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 otheér than the mortgages provided for herein shall be valid
and binding upon the Asrociation or a lien upon the system unless authorized by a vote of the holders of three-fourths
(3/4ths) og 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 annval audit of
the books and accounts of the Association shall be made by a certified public accountant at the end of each fiscal year
and a report of such audit shall be furnished to the stockholders.

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

6. The Association is obligated to construct and install and to maintain and operate an adequate pressure
maintenance system in the Field in accordance with the following siipulations, conditions, and requivements:

(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).

(c) The system will utilize the gas obtained from the operators in the Field by returning such gas to the
oil bearing formations but in the furtherance of the conservation plan natural gas from other fields or from forma.
tions within the Kield other than the oii bearing formaiions alss 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 gusr.
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 recommendaed by the Engincering Committee and approved by the Directors.

(f) Any owner of the operating rights in & 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 entitléd to submit his objections
in writing to the Enginecring Comnittee 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 thercafter disapproved by the Commission if the well
or wells involved are located on State land ov privately owned land, or by the Sceretary if the well or wells involved
are loeated 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 {s contemplaled that the funds for construction and installation of the system will be obtained by the
Association through a bank lonn with interest rate not in excess of four per centum per annum and that such loan will
be secured by an assignment to the bank of the amounts which the Association is or shall be entitled to receive in pay-
ment for its capital stock and by a first mortgage upon the system, and the rights, easements, and other privileges
iranled to the Association by the operator in this agrcement and by the other operators in similar agresments, The

ssociation 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 Divectors 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 & new note for
such unpaid balance specifying such maturity date as may be agreed upon with the bank. In the event of any such
reonewal or extension or issuanve 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 ba'ance. ‘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 hank 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 applicd monthly toward the paynient of the said promissory nrote, first to the pay-
ment of accrued interest and then to the payment of principal. If the amounts received by the bank pursuant to the
assignment above mentioned shall be insufficient to pay the said loan at its maturity or at the expiration of any ex-
tension or renewal of the loan then the Directors are authorized to refinance the unpaid balance of said loan at the
best interest rate obtainable by the exccution of a promissory note and mortgage as provided for herein for the origi-
nal loan and in that cvent 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 8 binding obligation of the Association, although such sum may be it 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, cexcepting 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 casement over and upon the lands in the Field described in paragraph 4 (a) for the purpose of laying and
maintaining gathering lines from Operator’s wells and also from other wells in the Field and for the laying and main-
taining of pressure lines to input wells whether such wells are located on Operator’s lease or other leases in the Field
and for the purpose of constructing, maintaining, and operating pressure stations and other structures and installations
which may be required for the operation of the system, provided, however, that all lines, structures, or installations
built or laid upon any lands of Operator in the Field shall be so constructed and laid as to avoid unnecessary interfer-
ence with Operator’s lease operations.

(¢) The Operator herecby grants to the Association the right of ingress and egress with respect to all of
Operator’s said lands and to the producing wells located thereon insofar as may be necessary or convenient for the
proper installation and maintenance of the system, provided, however, the Association shall save and keep harmless
the Operator from all lawful claims and demands of other persons insofar as any such claim or demand results from the
operations of the Association on the Operator’s said lands or with reference to the Operator’s said wells and provided
further the Association shall be liable to the Operator for any damage resulting and resulting only from the negligence
of the agents and employeces 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 relurning gas to the oil bearing formations or for the purpose of introducing natural gas from areas
outside the Field or from other formationg 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 decisionn of the Engincering Committee in the manner provided
in this agreement.. Th¢ Opcrator shall be entitled to produce from other wells on his lease the amount of allowable
production of oil which would have been produced from an input well during the time of its use as such if such well had
remained on production, provided, however, if for any reason Operator is unable to produce such amount of allowable
production from other wells located on his lease then he shall be entitled to reimbursement from the Association for all

. loss sustained by him on account of not being able to produce such allowable amount of oil for such time as such well

is used as an input well. In computing such loss consideration shall be given to the expenses of operation which the
Operator would have sustained if such well had been operated instead of being used as an input well. (So long as only
one producing oil well is located upon the lands described in paragraph 4 (a) such well shall not be used as an input
well without Operator’'s consent.}

(e) If the Operator is or becomes the owner of the operating rights in a well in the Field which produces
from an oil bearing formation natural gas only whether such well be located upon the lands described in paragraph 4
or on other lands, Operator will not produce natural gas from said well without the consent of the Directors. With the
consent of the Conservation authority having jurisdiction, Operator shall be entitled to produce from any oil well lo-
cated on the lease during such time as a gas well on the lease is not producing under the provisions of this paragraph,
an amount of oil equal to the largest amount which any producing oil well on the lease is permitted to produce.

(f) In the event the operating fumd provided hcicii s w0t sufficicnt to defray the current and ordinary op-
crating expenses of the Association at any time prior to the Tetirement 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 oii againsi 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 barre! 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 dirceted to pay said amount thus assessed
1o the Aceeciation ont of tha praceada 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 oii may be made
for such expenscs by the Dircctors, 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 attorieys 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 shull be fur-
nished for examination purposes only. If any title defects are disclosed by the examination, Operator will make diligent

effort to remedy same.

8. (a) The Operator herchby assigns, transfers, and sets over to the Association out of the proceeds from
the sale of the working interest oil which shall ho produced, saved, and marketed from and after the date of the com-
mencement of the installation of thie system from the producing wells above described and from each producing well
which may be completed hereafter upon any of the above deseribed tracts of land an amount equal to five cents for each
barrel of such working interest oil until the lean provided for in paragraph 7. has been fully paid and discharged and
Operator will exccute such transfer orders as may be necessary to secure to the Association or to the said bank and its
assigns the lmymont 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 Dircctors as provided in para-

graph 2 (1). Of said amount of five cents per barrel one cent per barrel may be relained 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 agrecement voil 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 ohligated 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 Erovisions of " this agreement for cach producing

-well ¢*1jed by him or which mnr bc completed by him on lands described in paragraph 4 (a) before the loan provided
ior 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 6 (g) a
certificate for ten shares of the capital stock shall be -issued to the Ope:ator 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 parniraph 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 Operstor 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 Erecedlng six months period. When the said loan or loans are paid in full,
the Operator shall receive certificates for the additional capita! stock paid for by such Operator since the last day of the
previous period for which stock has been issued. No voting rights shall attach to any shares of capital stock for which
payment has been received by the Association but for which the Operator has not become entitled to receive certificates
as provided in this sub-paragraph.

(d) Excepting as is provided in the sub-paragraph next Preceding (9 (c) ) none of the authorized capital stock
of the Association remaining unissued when the above mentioned loan is fully paid shall be issued for any purpose or on
any account other than in connection with the completion thereafter of producing wells in the Field on lands committed
to the plan. The number and price of the shares issued shall be fixed by the Directors subject to the provisions of para-
graph b (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 barre! of work-
ing interest oil which shall be produced from Oﬂerator’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
zgvocapdlel for any cause whatsoever so long as the said obligation is held by the said bank or its assigns as security for

e said loan.

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

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 yA D19

LOCO HILLS PRESSURE MAINTENANCE
ASSOCIATION, INC.

ATTEST: By._.
President
Secretary
STATE OF \
88,
COUNTY OF.—o oo f
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 satd corporation, and that =aid instrament was signed and secaled 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 ahove written.

My commission expires e e e

Notary Public




STATE OF
} 88

COUMTY OF -

On this the day of . A D19 — before me personally appeared

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

—-he 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
STATE OF _}
: sS.
COUNTY OF —_—
On this the day of e , A. D, 19____ before me personally appeared

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

he and that the seal affixed to the
foregoing instrument is the corporate seal of said coxpomhon, 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
STATE OF }
S8,
COUNTY OF
On this the day of — ey A Dy 19 before me personally appeared

to me personally known to be the person__ described in and who
executed the foregoing instrument, and ackno“ledgcd that __he_.. exccuted the same as . free act and deed.

IN WITNESS WHEREOF, I have hereunto set my hand and official seal on the day and year in this certifi-
cate first above written,

My Commission expires -
: Notary Public
STATE OF -
8s
COUNTY OF R
On thisthe—_________ __day of e mmimememy A0 Dy 190

e -.-- to me personally known to be the person—_ described in and who
executed the foregoing instrument, und uckn(mlcdgwl that _.__he_. exccuted the same as .——_____-free act and deed.

IN WITNESS WHEREOF, 1 have hercunto set my hand and official seal on the day and year in this certifi-
cate first above written.

My Commission expires — .
Notary Public




N CHAIRMAN GENERAL COMMITTEE

ADDRESS ALL COMMUNICATIONS YO SECRETARY

EMERY CARPER Loco Hills Operators’ Committee wewnens

BERT ASTON ARTESIA, NEW MEXICO

FRED BRAINARD
SECRETARY

IPebruary 5, 1941,

Mr, Carl B, Liwmingston,
Senta Fes He liox,

Dear Sir:

'

On January 22, we scnt you a copy of the proposed Agrecient and Assigne
ment, a copy of the proposed’Articles of Incorporation and annies of Retification
and Subdrdination Agreements, to be used in the Loco Hills Pressure Maintenancs
Program, with the suggestion that vou study thede with the view of making
suggestions for change if you thought necessury, so that we might have a {inal
neeting of all operators to ratify the co: trucis and form of organization at an

carly date,

ASSULITHG THAT ALL OPERATGCRS AV HAD APLE TIUE IN "M{ICH TO STUDY AND
FAMILIARIZE TIEMSELVES WITH THE CONTRACTS, Tills ADVISORY CO LiITTEE [{EREBY ISSUES
A CALL FOR A GENERAL HEETING OF ALL OPERATORS OF LCCO HILLS OR TIEIR REPRESDN-
TATIVES, VITH AUTHCRITY TO ACT Il BEJALF OF THE OPEiATOR AXD TO VOTE IN THE
NAHME OF THE OPERATOR ON ALL MATTERS COIING BEFCRE THE HELT LG, IHCLUDING
PARTICULARLY THE APPROVAL CF THE PROPOSED CONTRACT BETVLEEN THE OPERATORS AWD
THE ASSOCIATION. SUCH REPRESEHTATIVE SHO 1D TAVE PROPER CRIDENTIALS TO BE
FILED ITH TH# SECRETARY OF THE ASSCCIATION. S5aid HMocting to be held in the
Artesia Hotel, Artesia, New ilexico, at 9:0¢ A, il,, Friday, Pebruary 14, 1941,

In connection with the above meeting, it is sugrested that if yol
have’any chanzes to sughest or there is anything in the proposed contracts,
ete., that is not clear, that cithof yourselfl of your altorneys contact the
firm of Atwood & lialone, of Roswell, Hew liexico, Jrior to the date set for the
general meeting. Some of the Operators have already done this,

Inclosed is a copy ol a rccont ofder of the lew jicxico Conservation
Commission, affecting the proposed program, wirich we arce inclosing for.your
inforimation,

In regard to the Pressure ifainte¢nance Program for Loco Hills, the
Dircectors wish Lo advise thul o regulatory authoritios of both the State and
Governmont have not only beon cooperative bLul have urged this installation as a
truo tonsecrvation measure, as evidenctd by their statement in their ordér which
roads, in Parugraph 2 of the findinzgs, “as o proper and nccessafy plant, and
wo fecl thot unless we organizo this program in our own way now, that sooner or
latey we will Lc roguired Yo do bo, proebubly now on such favorable conditions as
at the vresent time, We believe this is ¢ liencad in the inclosed order,

Please give this mhtter your iivicdinte attention and make every effort
to Le present at the meebing, with proper authority,

Yours very truly,

Loco ilills Operators Comuittee

by WW '
Eviery Cérrer, Cairmane

MARTIN YATES. JR.
C. M. POPE, JR.
CHAIRMAN EXECUTIVE COMMITTEE
’ HUGH JOHNSON




BEFORE THE IV, CONSIRVAYION
COLISST I O il STAVE
OF nEJ 24100

I} THE HATTER COF THE HEARING CALLED

BY TilE OIL CONSZRVATION COIL{ISSIQH CASE YO, 23
CF THE STATE OF HEY 1EXICQO FOR THE
PURPCSE OF CCHSIDERING: ORDER NO, 339

THE PETITION OF THE OPERATORS COIiiITTEE
FOR THE OPZRATORS I!i THE LOCO HILLS
POOL 1IN EIDY COUKRTY, I COMIECTICN WITH
THE PROPOSAL OF A COLLECTIVE PRESSURE
IATHTENANCE PROGRALD POR SAID FOCL,

ORDER OF THE COILIISSION

BY THE COiLiISSICN:
This cause came on for hearing at two o'clock P,iis, December 11, 1940
at Santa Fe

"l -~
vy New llcXiCoe

’ )

NO¥, on this 28th day of Januery, 1941, the Comnission having before-
it for consideration the testimony ddduced at the hearing of said casc and
being fully adviscd in the premises, the Commission finds:

FINDINGS

_— e e S L LS

2 1

1. That the Loco Hills oil and gas ficld in Bdady County, lMew ilexico,
which is referrced to in the amended pcbi®ion, should be re~defined ac including
the fcllowing tracts of land:

Totmship 17 South, Range 29 East: 5/5! of Section 32, $S3SW} of Scction
35, and S% of Section 36, '
Township 17 South, Range 30 East: NE}UEL, SiNl, and 5% of Section 31, and
Wi, and WiE} of Section 32,
Tormship 18 South, Range 29 East: All of Scclions 1, 2, 3, 4, 5 and E}'of
Section 6, all of Scctions’8, 9, 10, 11, NI¥, S$3NEL, SE} of Scction 12,
NiN} of Section 14, NEINE}, NHUIL of Scction 15, {2 of Section 16, and tho
N4 of Section 17, :
Tovnship 18 South, Range 30 East: NANTL of Soction 5, all of Scction 6,
and W of Socction 7,

2+ Thet the plan for conserving the roservoir cnergy in the sald Loco
Hills Field as vpronosed in the amendad nebition i a proper and necossary plun
in its gonersl aspects for the mrevention of wasto ard Lhe congorvation of the

natural resources of the Stalc,

3. That in tho operation of Lhe sald conscrvation plan it is advisable
that producing oil wells bo used I'er the nurvose of ratiurning wacta eos 4o Lhe
oil-bearing formationse During the poried of such use it will not he possible
for such wells to produce their allowable waount of oil and the owmers of such
wells will be permitted to producc such lost allowable from any other well or
wells on owner's leasca

Ly That the two gas wells referred %o in the wiended potition’if permitted
to produce, would produce natural guc Pr- - v ollebenring fornation, and the
production of gas from such wells will “i. oo ove result in a decrease of
roservoir energy, It is oessential to the succese of the proposed consorvation
plan that no wells capable of preducing riu only should be permiticd to produce
such gas if such production would conc frow an oil=beuring formatiion, On
account of the fadt that tho said wells wore drilled prior Lo the formulation of
tho proposed plan, the owmors of sald wells should bo permitted to rocelvo as
compensation for closing in such wells an allowablo in o0il oqual to one hundrod
per cent (100%4) of tho top allowablo provailing in the ficld and the ouncrs of
cach of such walls should be wérnitted to preduce such allovable from any oil
wolls locabed on ovnor's loasc, which predurc oll fron the seaeno horizon,




IT IS THEREFCRE CRDERED:

l. That the Loco Hills 0il and gas ficld, Eddy County, MNew ilexico, is
hareby rc-defincd es consisting of and including the following described
tracts of land:

:

Tovmship 17 South, Range 29 East; 8354 of Scction 32, S38W} of Scction
35, and S} of Section 36.

Tovmship 17 South, Range 30 Bast: UEIEL, S3N3, and 8% of Scction 31,
and W} and WAE} of Section 32,

Township 18 South, Range 29 East: All of Sectiofs 1, 2, 3, 4, 5 and E}
of Section 6, all of Séctions 8, 9, 10, 11, NN}, S3NEL, SE} of Soctidn
12, N3N} of Scction 14, UEBIMIE}, N2NWTL of Scction 15, N} of Scction 16,
and the N} of Scction 17,

Township 18 South, Range 30 East: [J.7} of Saction 5, all of Scction 6,
and W} of Scction 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 herehy
medified accordinglys That portien of the area heretofore designated as the
Loco Hills Area not included in the area hereinabove doscribed is hereby
designated as the Leo Arens

2+« That the proposed plan for conserving the reservoir energy in the said
field as set forth in thec amended petition iIs hereby approved in its genersal
aspectss Such plen shall hercafter be known as the lLoco Hills Pressure
Maintenance Plan,

3. That in the operation of the said Loco Hills Pressure Haintenance Plan
producing oil wells may be used for tho purpose of rcbturning waste gas to the
oil-bearing formations, and the allowablec amount of oil which any well so used
fails to procduce during the pericd of such usc may Le prdduced by the owner of
the input well from other wells located on ovmer's lceasc, and as long after the
cessation of its use as the capacity of such well to produce oil has been
impaired by its use as en input well, If the ovnor of such input well is the
ovner of moke than one other yroducing oil well on his leuse, the Comnission
may require, without further notice or hearing, that such lost allowable be
apportioned on an equitable basis among ovmert!s other wells on his lease, No
well shall Le used as an input well without the consent of the omer,

s That during such period of time as cither one or both of the Lwo gas
wells referred to ih Paragraph 11 of the naended petition are not permitied to
producz natural gas, the ovmer or owmer: such rell or wells shall bo per-
mitted to produce from oil wells ovmed '»y .iien on the same lease an allowable
in 0il eghal to one hundred percent (10¢'; of the top alloweble provailing in
the field, provided that such allowablec. ¢ oil be produced from the same horizon
Jfrom wnich the natural gas roa the closcd wwell or =wolls would bo produced,

In the chse of the'well owned by R. 7. Pair, ¢t al., located on thoe SEISEL
of Scction 10, T. 18 S+, Re 29 E., N 2.0, the oil allowable shall be
apportioned on an'cquitable basis among the obher wells ownod by tho owmners of
the sald gas wolly which arc lotaved on Lhc By ol suid Suelion 10,

wviiv O
Ll

In the casc of the bther gas well owned by Bassétt and Birnoy, located on
tho NEISE} of Section 11, in said Tovmship and Range, the oil allowablc of such
well shall be apportioned on un cquitable busis waong all of tho other wells in
the ficld VLelonging to sald avners which are located on Statc Land,

5+ That for the purposec of taking under further advisemont, the Commission
roscrvos herein for a supplementel order the mabters in this petitlon insofar as
thoy rolate to the reallocation of back allowable oil in tho ficld, which 1s
prosent proscentod by Paragraph 9 of tho wnendod pobition,

OIL COSERVATION COITIISS IO

Spde John Be ifiles, Governor
" ile Re Rodplrs, Lund Commissionor
" Ae Anarcus, Gbabto Goolonish,




Janvary 29, 1941

Mr, A, M, Crowell
Arkansas Oil and Gas Commission
Bl Dorado, Arkansas

Dear L’;r. Crowell!

In reply to your letter of January 16th, the
Hew Hexico 01l Conmervation Cowvmiseion does not have at thisg
time any rules and regulations to govern a repressuri
pressure maintenance project, neither do we have anyth
on gas recycling,

It 35 happons that the Commicsion yesterday
ligmd an order permitting eme pressure maintemance program
and one repressuring projeét. Yo will be glad to send youn
a copy of this order. This, however, doez not go into detall
of the operating plan, as it 18 our first experience in this
type of project in New Mexico.

As soon as a plan {s in operation, undoudbtedly
there will be a great many engineering phaseg and procedure
that must be approved by the Commission, e will be glad to
cooperates with you regarding these projects and would appreciate
any suggestions you mizht have,

The repressuring projeci is a unitiszed prod i
approved by the Department of the Interior. The presure maintenance
projeot is a project which has the approval of all the operators
and involves 160 wells, This project will be started within the very
near future,

With the kindest of personal regards, I anm

Yery truly yours,
0IL, CONSERVATION COMMISSION

AN CC By:
State Geologist




ARKANSAS
OIL AND GAS COMMISSION
O. C. BAILEY EL DORADO. ARKANSAS ALEC M. CROWELL
CHAIRMAN . OIRECTOR
1. O. REYNOLDS January 16, 1941

ED HOLLYFIELD
ROBERT J. SHORT

BASIL HOAG
EDWIN B. KEITH
R. 8. WARNOCK, Jr.

Mr. A, Andreas,
0il Conservation Commission,
Santa Fe, New Mexico,

Dear Mr. Andreas:

The Arkansas 01l & Gas Cormission contemplates
the issuance of rules ang regulations to govern (1) a gas
repressuring project and (2) a gas recycling project,

Would you be kind enough to send us a copy of
your rules and regulations covering these matters and also
any detailed information you care to give us?

(

Yoyxs very_ t uly,

) A. M. CROWELL
AMC:B




= ¥ O

Ott. CONSERVATION COMMIBSSION

January 20, 1941

Honorable H. L. Johnston
Continentel Cil Company
Hobbs, New Nexico

et Ordes ho. 339, Case No. <2, in the
matter of the petition of the Operators!
Coumittee for the operstors in the Loco
Hiils Pool, Eddy County, 1in connection
%ith the proposal of a collective
pressure asalntenance progran for said

podol.

My dear Hught

Enclosed please find copy of the order of

the Cocmission in the &above captloned matlter.

Very truly rours,

OIL CONSERVATION COX1SSION

By

Cari B, Livingaton
Attorney

CBLt ik
Encl.




QI CONBERVATION COMMIESION

January 30, 1941

Honorable James M. Murray, Sr.
Hobbs, New Mexico :

Res: OQrder No. 239, Case Ho. <2, in the
matter of the petition of the Operators!
Committee for the operstors in the Loco
Hills Pool, Eddy County, in connection
with the propossl of u collective
pressure malntensnce program for sald

Rool.

Ny dear Jims

Enclosed please find copy of the ovrder of

the Commission in the sbove cantioned watter,

< W O

Very truly yours,

OIL CONSERVATION COMMISSION

By

Carl B. Livingston
Attorney

CBL1ik




Ol CONSERYATION COMMIS3ION

danuary <9, 194l

Honorable Bert Aston
Roswell, New iexico

et Orvdsr No. 329, Case No. <3, in the
matter ol Lue petition of tne Operators!
Conmittee for the operstors ia tne Loco
Hills Pool, Ekddy County, in conn:ction
witn tne pruposal of a collective
pressure maintenaace orogran for sald
pool. e

Hy dear Beptt

EBnclosed plcase find copy of the order of

the Comuaission in the ab ve captioned matter.

= 9 O

Very truly yours,

1 - OIL COWSERVATION COMZISSION

| By

“Carl 3. Livingston
Attorney

Colit ik
Enc,




ol CONSERVATION COMMISSION

Jamuury 29, L1941

Honorable Je

D. Atwood
Hoswell, Naw

Hexjico

~er Order hNo,
sablter of
Cousivtee
Hills psol
with
pPressure
bool,

239, Case
Lthne Petit:
for

Zaintenance

e e

My dear Colonel:

Enclosed please fin;
the Coummission in the sbove captloned
Y
Viry trols g Gids

OLL Cirp

By

e

CBLsik
Enc,

the Overatop
» Plidy Count
Lue 3ro90s5al of 4

e

Loerl . Liviy
Altoruey

Noe &3, in the

on of the Operatorst

S in the Loco

Y in connection
tollective

#fsran for said

A e U

COpy O the order gof

watter,

Sy

SEAVATION CURITSSION

wston
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QL CONSERVATION COMMISSION

January <9, 1941

Honoraole Glenn Staley
Proration Uampire
Hobbs, New Mexico

Reg Order No. 339, Case No. <3, in the
matter of the petition of tie Opsratorst
Comuittee for tune opzrators in the Loco
Hills Pool, Fudy Counity, in connection
with tne proposai of a c¢ollective pressure
watlntenance orograsn for seid pool.

Ket Order No, 340, Cuse No. <<, in tihe matter
of the petition of Anderson-Pricnard 0il
Corporation and Stanoling 81l % Gus Company,
for tnemselves and {or other operstors
in the affected portion of tne Langlie Pool
in _Lea County.

My dear Glenn:

Enclosed please find coplies of the orders of
the Commission in the sbove caption.d watters.

Very truly yours,

0IL COHSERVATION COMAISSION

By

S s

Carl o. Livingston
CBLtik Attorney
Encls.
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Ol CONSFRVATION COMMISSION

Januury <3, 1941

Honorable Erncst 0. Hanson
Suparvisor, 0il % Gas Opecrutions
U. 8. Geological Survey

Roswell, Rew Mexico

et

{led

Order Hu. 339, Case No. =2, in the matter

of the petition of the Operators! Committee
for the operators in btiie bLoco Hills Pool,
Eddy County, in connection witn tne proposal
of & collective pressure Lainlenslce progran
for said pool.

Crder No. 340, Csse No. o, in the matbir of
the pstition of Anderson-Prichurd 0Ll Corpove-
tion and Stanolind 0il & Gas Co .pany, for
thenselves and for other operatoyrs in the
affected portion of tiie Langlie P30l 1v Lea
County. . e e -

, dy dear Eruest:

Enclosed please find coples of the orders of the
Cornlsgion in the «bove caplionced matters,.

CBlLeik
Encls.

Voery truly yours,

OIL COLCEEVATION CO.l:I8sIoN
BY e

Cari 8. Livingston
AtLorney




OlIl. CONSERVATION COMMISSION

January 29, 1941

Honorable BHarry Leonard
iloswell, Hew Mexico

@

[tes Order No. 339, Case No. =2, i the watter
of the petition of tne Operators! Comuzittee
for une operstors in the Loco Hills Pool,
Eddy County, in connection with the proposal
of .a collective pressure raintenance vrogram
for said pool.

Ret Order No. 340, Cace No. <z, in the matter of
thhe petition of Aaderson-Priciard 0il Corpora-
tion and Stanolind Oil % Gas Company, for

- themselves and for other operators in the
affected portion of the Luanglie Pool in Lesa
County . . e

My dear Harry!

Enclosed pleuse find copies of the orders of

= 9 O

thie Commission in Lne avove captioned zutters.

Very truly yours,

OIL CONSCERVATION COMMISSION

By

Carl B, Livingston
Avtorney

‘CBLiik
Encls.




e e AT N L R

QOIl. CONSFRVATION COMMINSION

Janusry 29, 194l

Mr. Edgar Kraus

7~ Atlantic Refining Company
(\;9 Carlsoad, New #exico

et Order No. 39, Case Ho. 23, in the matter
of' the petition of the Operators?! Comsiltee

Eddy County, in connection with the proposal
of a collective pressure maintenance progragm
for said pool.

@ for the operators iu the Loco Hills Pocl,

~ : Re: Order HNo. 340, Case No. -2, in the matter of

IE;) the petition of Anderson-Prichard 0il Corpora-
tion and Stanolind 01l & Gas Coapany, flor
themselves and for other operators in the
affected portion of the Langlie Pool in Lea
County.

— ———

;i My dear Edgart

Enclosed please find coples of the orders of

the Comuission in the above captioned matters.

Very truly vours,

OIL CONoEHVATION CONMISSION

BY e e
Carl B. Livingston
Artorney
CBL: ik
Encls,




Artesiay New Mexico,
January 22, 1941,

To Operators in
Loco Hills Field,

Dear Sir:

Attached are mimeograph copies of proposed agree=
ment betw:ien Operators in the proposed Loco Hills Pressure
Maintenance program, Ratification Agreement for those that
might have associates, Subordination Agreement for those
that might have mortgages or oil payments, and Artlcles of
Incorporation for the proposed set upe

The firm of Atwood & Malone, of Roswell, New
Mexico, have drawn these instruments up after a great deal
of study and thought, and have presented same to the
Executive Committee of the Loco Hills Operators and after
thorough discussion and some corrections we feel that
these agrecments and instruments afford all Operators
ample protection who may carc to enter into this co~
operative,

The terms of the Agrcement and Assignment have
been approved and accepted by the Bank in Dallas where we
propose to obtain our loan,

Vie would suggest that you give these 1nstruments
your close attention and study, or refer them to your
attorney for approval, at the earliest date possible,

A great deal of time and thought and field work
has been done in connection with our preposed Pressure
Maintenance setup in Loco Hill and upon the attached
instruments, and we cannot help but feel that they meet
most of the objections that Operators in the field might
have to the cooperative Pressure Maintenance programg

Vle propose to have a general meeting of all
Operators in Loco Hills, to be held at Artesia, in the
near future and if you are thororghly conversive wlith
these contracts at Llhe time, all objections might be
ironed out for the final draft,

You will bec notified when our general meeting
is held in ample time for you to make arrangementis to be
present and we would appreciate your makXing plans
accordinglys

If you need any ad’i’’ x.al copies of these instrue
ments, please advise us and thoy will be mailced promptlye

Very truly yours,

Loco Hills Opecrators
Commiticc.

By ‘
Fred Brainard,
Sceretary.




=~ AGREELENT «ND ASSIGNMENT w

The undcrsigned Loco Hills Pressure. Maintenance

Association, Incs, & New Mexico corporation, and the under=-

8igned do hereby agrees

l, This contract is executed in furtherance of a
cooperative plan for the conservation of the rescrvoir energy
in the Loco Hills 0il and Gas Field located in Eddy County,
New Mexico, by the installation of a pressure maintenance
system and shall become effecﬁive and bindiﬁg upon the
parties when identical contracts have been exccuted by the
ovners of not 1css:than 130 producing wclls located in said
Ficld as such Field 1s defined hercin,

2o When used in this anrcement:

(a) The term "Association" refers to the said
Loco Hills Pressure Maintenance Association, Ince
(b) The term "Operator" refcrs to the saig

(¢) The term "Ficld" refers to the said Loco
Hills 0il and Gas Ficld and comnrismg the arca specificd in
paragraph ¥, as such arca now cxists or may hercafter eoxist
through modification as authorized in said paragraph 3.

_ (d) The term "Operators" refers to and includes
persons, co=-partnerships, and corporations who own the
operating rights for oil and gas as defincd herein in one or
more tracts of land located in the Field whose operating
rights have becen committed to the conservation plan by the
execution of agreeménts in this or in similar forme

(e) The “"Operatin: ii;nhts" 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 lecase 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 thg paymen? of the
pfescribed royalties and overriding reoyalties, if any, and
includes ownership and control of the producing well or wells
located on the tract or tracts involveds

¢y The term "working interest" as used with
reference to oil or gas wells shall be conasidered as equiva=~
lent to seven~eighths (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 0il, regardless of amount, is being
prodﬁced or from which natural gas i§ capable of being pro=
duced from the oil bearing formation,

(h) The Board of Directors of the .Association is
referred to as "Directors" and the Engineeriné Committeo of
the Association is referred to as "Engineering Gommittée"o

(i) By "Commission" is meant the State Conserva=
tion Commicszion of New Mexico or any person lawtully acting
under direction of the Commission,

(H By‘"Sacretary" is meani the $ecretary ot the
Interior or any person lawfully acting under his authority.

(k) The term "system" refers to the pressure
naintenance system meniioned in paragraph 1 and which is
more fully described in paragraph 6.

(1) The term Yoriginal incorporators" refers to
all of the operators who oxecute this form of agreement prior
to a date to be fixed by the Directors, which date shall be

congidered as‘the datc of the commencdanient of the installation

of the systome




(m) The term "“subsequent participants" refers to

all opefators in the Field who are not included in the term

"original incorporators',

(n) The term "waste gas" refers to the natural
gas which 1is produced with the c¢rude ¢il from the wells in
the Fiecld,

3¢ The Field comprisce the area consisting of the

following described tracts of land located in said Eddy
County, New Mexico:

Township 17 South} Range 29 East: Si8% of

Scction 32, 5% & of 8ection 35, and 8%

of Scction 36,

Township 17 South, Range 30 East: NELANEL,

SiNk, and 8% of Section 31, and W3 and

WsEs of Section 32.

Township 18 South, Range 29 East' All of

Sections 1, 2, 3,'4,'5, and E} of Sﬂction 6,

all of Sectlons 8, 94 "10, 11, ‘N3N3, S3NEL,

and SEL oz Sectlon iz, N&N% - of Section 14,

NE4NE3-, N3NWL of Section 15, N} of Section 186,

and Nz of SCCtion 174

Township 18 South, Range 30 East: N%NWl of

Section 5, all of Secction 6, and W of
@ Scction 7,
Subsequent operations and development may disclosc 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, B8uch action may be taken
by the Directors without the consent of the Operator 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,
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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) 8aid tracts of land and the nroducing

wells located thereon are the following:

(b) The above described, operating rights are
subject to certain liens and encumbrances and the lawful

claim 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 installa-
tion and maintenance of the system. In the management of
its corporate affairs the Association shall at all times
comply with the following requirements:

(a) The authorized capital stock shall be

Two Hundred Thousand (200,000) éhares of common stock

without any nominal or par value.

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

(¢) The authorized capital stock of the
Association and the number nf directors may be increcased or
diminished by the vote of the holders of three-fourths
{3/4ths) of the capilal stock at a regular or at a Spedial
meeting called for such purposec, ‘ |

(d) The by-<laws shall be made and amended by the
Directors but any by-law may be 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 suche




(g) Each original incorporator shall be required
to subscribe for one thousand shares of the capital stock
for each producing well in which the operating rights are
owned by such operator, Payment for the stock subscribed for

shall be made in the manner specified in this agreement on

the basis of § per share., The shares of

stock issued on account of each well shall be included in a
separate certificate and the certificate shall he delivered
to the subscriber upon 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
issueds Certificates issued on account of wells hereafter
completed shall not be delivered until evidence of the
acceptanco of such well as a producing well by the Conserva-
tioh authority having jurisdiction has becn furnished, The
shares of stock represented by such certificate shall not
be considered as fully paid shares until the said amount of

$ per share, including interest on the

unpald balance at the rate of four per ccentum per annum has
beeﬁ fully paid,

(h) Any original incorporator who shall complete
a producing well in the Field upon a tract of land described
and included in his agrcement with iho Association after the
installation of the system has éommenced likewise shall be
required to subscribe for one thousand shares of the capital
stock on account of such additional wecl) and such additional
sharcs of stock shall be issued and paid for in the same

manner and on the same basis as is provided for stock issued

on account of cxisting wells,




(i) Any subscquent participant may be admittcd to
participation in the plan under such recasonable terms and
cond?tions as may be imposed by the‘Directors, provided, how=
ever, that such subsequent participant shal. be regquired to
execute an agreement with the Association containing the
applicable provisions of this agreement and provided further
that not more than one thousand shares of capital stock may
be issued to such subsequent participant on account of a
producing well and the total amount which the subsequent
participant shall be required to pay for the shares of stock

issued for a well shall not be less than §

with interest on the unpaid balance at the rate of four per
centum per annum,

(j) The ownership of the shares of the capital
stock which are issued on account of a producing well mus ¢
fg;low the ovnership of the operating rights in such well
and in the event of’a transfer of the operating rights in a
well the stock certificate issunecd on account of such well
must be transferred to the new owner of such operatling rights,
If the operating rights in a well arc 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 interest
in same, the new certificate will likewise contain the nanes
of all of the owners of the opcrating rights in such well
after such transfer,

‘ (k) If any well on account of which capital
stock has been issued is abandoned before the full amount of
the’purchase price of such stock has bcen paid, the stock

certifTicate shall bLe surrendered and a new certificate




shall be issued in lieu of same representing the number of
shares for which payment has been reccived, The shares
represented by such certificate shall be considered fully
paid shares of stock, If the hiolder of such certificate
should subsequently complete a producing well in which he is
the owner of the operating rights and such well is located
upon a tract of land which has been committed to the plan

in one of the methods specified herein, then such holder of
such certificate may at his option apply such certificate as
a credit toward the payment for the shares of gtock sabe=
secribed for on account of such subsequent well, the amount
of such credit to be fixed by the Dircctors upon a fair and
reasonable basis,

(1) The holder of any stock certificate which
repreéonts shares of capitai stock issued on account of a
well which has subsequently been abandoned shall not possess
any voting rights with respect to such shares of stock
excepting in matters pertaining to the dissolution of the
corporation, provided, however, that when any stock certifi-
cate is surrendered and credit obtained on another certificate
in the manner provided in sub=~paragraph (k)rabove, the voting
power of thyiéertificate to which such credit is applied
shall not be impaired by reason of such credit,

{m) 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 dissolutions The Directors in their discretion,

however, may establish and maintain a reserve fund for
&S P ' : ’
-~ | repairs, replacements, and deficits in operating expenses,
v i
A .
A The Direc¢tors shall maintain an operating fund composed of

A
monies received from the sources specified herein and of
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any other income received by the Association out of which
operating fund payment shall be made for operating expenses
and for such other purposes as nre specified in this
qﬁ/agreement. Fékmortggge or other encumbrance of the system
other than the mortgage provided for in paragraph 7 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 (3/4ths) of the outstanding capital stock
xhaving voting rights,
(n) 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 Associatione. The books
and records of the Associatioﬁ, including the records and
reports of all working committees, shall be open to inspec-
tion at all times by any stockholder,
(o) 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

(2/3rads) of the issued capital stock,

v R;  The Associatlon is obligated to construct and
e 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
v shall be¢ prepared by the Engineering Committee and

approved by the Directorss

(b) The cost of the system installed shall

( Qp"T - P
o { not exceed § . e
D

r;




;JC}‘ (¢) The system will utilize the waste gas
obtained from the operators in the Field by returning such gas
to the oil bearing formations but in the furtherance of tha
conservation plan natural gas from other fields or from
formations within the Field other than the oil bearing
formations also may be utilized,

(d) The system shall be operated for the purpose

(o of securing and maintaiAiAg within reasonable limits a state

of equilibrium as ?o bottom hole pressure among the producing
wells in the Field, but such result is not guaranteed by the
Association,
(e) In order to avoid the expense of drilling
@fw"'gu”vkells for use in returning the waste gas to the oil bearing
%ywz\ formations,'pfgducing 0il wells in the Field may be used as
; k°( input wells, Such input wells shall be changed at proper
: | in&érvals as recommended by the Engincering Committee and

approved by the Directors,

e (£) Any owner of the operating rights in a pro=-
ant '
Q“ﬂ t» ducing well or wells who becomes dissatisfied for any reason

on account of the operation of the systém or any feature o

ueh operation shall be entitled to submit his gbjecticns

[~

in writing to the Engineering Committee whc shall grant 2
full aid complete hearing upon such objections, Such

operator also shall be entitled to appeal to the Directors
from the decisjion of the Engineering Committee after such

hearing and the decision of the Directors shall be final

AN«?” 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 invaslved

are located on Government lands, provided, however, that

10w
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nothing contained in this sub-paragraph shall be constirued as
authorizing any action to be talion which will impair the
obligation of either party under this agreement or the
validity of any lien provided for herecine

| 7e It is contemplated that the funds for cone
siruction and installation of the system will be obtained
by the Association through a bank loan with an interest
rate not in excess of four per centum per annum and that
such loan will be secured by an assignment to the bank of
the amounts which the Association is or shall be entitled to
receive in payment for its capital stocg and byné first
mortgage upon the system and the rights, easements and other
privileges granted to the Association by the operator in
tﬁis agreement and by the ‘other operators in similar
reeménts. The Association shall execute to the bank making

ag
th

(3]

loan its promissory note for the full amount of the loan
with a maturity date so fixed that the payments on the stock
subscriptions may be expected to retire the loan at or before
the maturity date of such promissory notes The amount of
such loan éhall not exceed the amount required for the
installétion and construction of the system, érovided,
how?ver, that a sum not to exceed Five Thousand Dollars
($5,000.,00) may be added to the cost of the system and 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 saild assignment from the Association after deducting one

(“feent per barrel of the working interest oil for operating

vXpenses shall be applied monthly toward the payment of the

said promissory note., After the said promissory note has

~]lle~




been paid in full all other sums accruing as payments for
capital stock shall be covered int9 the operating fund nro-—
vided for in paragraph 5 (m)‘above, excepting such portion
as the Directors may elect to retain in the reserve fund
provided for in said paragraph 5 {(m), If the amounts

received by the bank pursuant to the assignment above mentioned

shall be insufficient to répay the said loan at its maturity
then the deficiency shall be treated and considered as an
operating expense and shall be paid as such, or the Directors
may agree with the bank to an extension or renewal g} such
deficiencys

s The bank making the loan above authorized shall be

e entitled to rely upon a certificate of the President or

A pos other authorized officer of the Association showing the cost

of the installation end construction of the system and any
amounﬁ loaned on the basis of such a certificate shall be a
binding obligation of the Association, although such sum may
be in excess of the actual cost of installation and construc=

tion plus the sum of $5,000,00 above mentioned,

e

8. The Operator is obligated as follows:
(a) The Operator at his own expense will prevent
'£he escape of the waste gas, excepting such as may be unavoide
ably 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 waste gasy excepting

such as may be required for operating purposes, shall become

i 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 ﬁransported to the pressure

station by the Association at its own expense and through




gathering lines 1§id by it. To effectuate orderly delivery
of such waste gas, Operator will flow his wells according to
such schedule as may be established by the BEngineering
Comnittee,

(b)Y The Operator hereby grants to the Associa-
tion during the continuance of the operating rights of the
Operator an easement over and upon the lands in the Field
descfibed 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 mein-
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 purposc>or consﬁructing, maintaining, and
opérating pressure stations and other structures and instal-~
lations 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 bperations.

(¢) The Operator hereby grants to the Association
the r%§?P”of ingress and egress . with respect to all of
Operatorts said lands and to the producing wells located
thereon iﬁsofar as may be neceésary or convenient for the
proper ;nstallation and maintenance of the system, provided,
however, the Association shall save and keep harmless the
Operator from all lawful claims and demands of other pe.sons
insofar as any such claim or demand results from the opera~
tions 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 suches The Association
shall at al)l times maintain for the protection of Operator
adequate property damage and public liability insurance.

e (d) The Association shall be entitled to use
9T any well located upon Operator's said lands as an input well

At for the purpose of returning waste gas to the oil bearing

fermations or for the purpose of introducing natural gas from
areag outside the Field or from other formations within the
Field into the o0il bearing formations of the Field, The use
of such input wells may be continued for such periods of time
as may be reco:mended by the Engineefing Committee subject to
the right of the Operator to appeal from the decision of the
Engineering Committee in the manner provided in this agree=-
/ﬁént. 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
t// jtime of its use as such if such well had remained on produc-
(j tion, (If at the time this agreement becomes effective only

\ one producing oil well is located upon the lands described in

e 4 iparagraph 4 (a)y such well shall not be used as an input well

/

‘ without Operator's consent until another producing oil well

Kin completed upon said landsg)

v/@pluiafkj¢§{3\ (e) If the Operator is or beccmes the owner of
e ﬂ'\ . fu .
SN

;1x\ the operating rights in a well .. the Field which produces

Wl rom an oil bearing formation ratural gas only whether such

A
B
o

V"t\vé“ well be located upon the lands described in paragraph 4 or

P on other lands, Operator will not produce natural gas from

said well without the consent of the'Direétoré. With the
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consent of the Conscrvation authority having jurisdiction,
Operator shall be entitled to produce from any oil well
located 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 pro=
ducing o0il well on the lease is permitted to produce;

2 (f) In compliance with paragraph 5 (g) the

20 17
MXWJ”;rJ>Operator hereby subscribes for one thousand shares of the
' capital stock of the Association for each of the producing

wells above listed and for each producing well which shall

hereafter be completed upon any of the above described lands'
while the existing operating rights therein remain in effect,
sald shares of capital stock to be issued and paid for as
herein provided,

(g) The Operator agrees to pay to the Associae

tion for the shares of capital stock issued to him the agreed

amount of § per share, together with interest

on thg unpaid balance at the rate of four per centum per
annum, such.paymentvto be made in the manner provided in
paragraph 9,
(h) The Operator shall be liable to the Associa=
%”"'” tion for nis pboportionate part of the operating expenses of
the system as apportioned by this agreement, In the event
there is a deficit in the operating fund, the Directors may
meet the deficit from the reserve fund or the deficit may be
apportioned among the operators in the proportion which the
production from wells owned by the Operator at the time
bears to the total production from wells in the Field ovned
by the Operators, Statements showing such apportioned

amounts shall be furnished toc the operators and each operator




shall be required to nay to the Association the amount

apportioned to him as shown by such statement within the

calendar month in which such statement is received. The
k@mé;j Operator hereby gives and grants unto the Association a lien
':2:iéﬂuw«upon the particular well and the production of working interest

ti;,/” ﬂ 0il therefrom to cccurc the payment of Operatort!s apportioned
9&‘

tamount of operatlng expenses allocated to such well as

s s

\Provided hereing

(i) The Operator upon demand will furnish to the
Association for examination by its title attorneys all
necessary abstracts of title and oiher evidences of title
reflecting ?ﬁe title to the operating rights described in
paragraph 4, but such abstracts of title and other instru-~
ments shall remain the property of the Operator and shall be

furnished for examination purposes only., If any title defects

[

are disclosed by the examination Operator will make diligent

effort to remedy same,
'6&A7.7 g:lyrbf{ 9« The Operator hereby assigns, transfers, and

LAY
r‘wauﬂsets over to the Association outl of the proceeds from the

s
- ?&wsale of the working interest oil whieh shall be produced,

Y

;'MJP saved, and marketed from and after the date of the commence~
ment of the installaticn 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 oll until paymcat in full has been received
by thg Association of the respective amounts which the
Operator has obligated himself herein to pay to the Associa~

tion for shares of the capital stock and Operator will

execute such transfer ordersas may Le necessary to secure to
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the Association the payment of said amount. Of said five

cents per barrel an amount not to exceed one cent may be

i e e

retained by the Association as an opcrgting fund and the
remaining amount nct so retained shali be applied as a credit
toward the purchase price of the capital stock issued to the
Operator on account of the well from which the amount credited
is received, such credits to be applied monthly, first to
unpaid interest and then to principales For the purpose of
this agreemeﬁt 0il produced as an allowable to the owner of
a non-producing gas well or inmt well shall be considered
;as having been produced from such gas well or input well

y éand shall be ¢bligated to the payment of the five cents per
L

V)
KL
ireceived by the Association shall be applied as if the oil

barrel provided above in this paragraph and the amounts thus

had peen produced from the well for which the allowable was
made 4
104 When the said five cents per barrel from a
producing well less the amounts deducted or reserved for
operating expenses shall equal the amount agreéd to be. paid
by the Operator‘for the capital stock issued on account of
such well, then the assignment provisions of t@e paragraph
'/next pr?ceding shall terminatc as to such well, provided,
; however, that this paragraph shall not be construed as
relieving any o0il produced from such well as an allowable for
v } a non-producing gas well or innat well from the obligation
i to pay the five cents per barrcl referred to in paragraph 9
E above so long as any balance rcmains unpaid on any 8tock
; ¢ertificate which may have been issued on account of such
K\gas well or @nput well,

v 11+ The Operator hercby declarcs that the

~17e




obligation to pay thc above mentionecd fiv¢ cents per barrel
of working intzrest oil which shall be produced from
Operatér's wells shall constitute a direct obligation of the
Operator to the Associatioﬁ and to the above mentioned bank
a; its assignec which shail be unqualified and unconditional
éﬁd not revocéble for any causs whatsoever so long as the
said obligation is held by the said bank or its assigns as
se;urity for the said loan,
/1~%u«‘”Jf;3ﬁ; 12+ The obligations imposed upon the Operator by
RS;VV“;1this agreement shall be considered as covenants running with
N 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 thig agreement,; including the

ownership of the shares of stock of the Association

previously issued to the Operator on account of any producing

well included in the transfer to such successor,
IN WITNESS WHEREOF, this agrecment has been signed
in duplicate by the parties on this the day of

Janualy, As De, 1941,

1000 HTLLS PREUSURE MAINTEHANCE
ASSOCIATION, INC.

By

. e President,
ATTEST:

Secretary,

-] 8
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STATE OF NEW MEXICO

SSe
COUNTY OF EDDY 1

On this the day of January, A. De, 1941,

before me personally appecared
to me personally knowh, who, being by me duly sworn, did say

that he is the President of Loco Hills Pressure

-Maintenance Association, Inc, and that the scal 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 Bdard of

Directors, and said

acknowledged said instrument to be the free act and deed of
said corporatione:

IN WITNESS WHERECF, 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,

] O
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Oli. CONBERVAYION COM Mi88ION

Becexnber 30, 1949

itonorable Eruest A. dianson
0il & Gas Suparvisor
Department of the Interior
Koswell, Mew Mexico

Ny dear ¥r. Hansons

Under sephrate cover you are seing sent tne
transcripts In the licarings held revently in the
above captioned cuses. )

Cordla llj YyOUi by

Carl B3, Livingoston
CBLedk Arvtorney
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JEFF D. ATWOOO
ROSE L MALOME o

ATWOOD & MALONE

LAWYERS

U.P.WHITE BUILDING
ROSWELL,NEW MEXICO

?HL&E‘ L
‘ cﬂ=&_ December 17, 1940
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State Conservation Commission,
Santa Fe,
New Mexico,

Gentlemen:

We had apected to mail to you today the
amended application of the Loco Hills Operators!
Committee but on account of delay in getting the neces-
sary information for defining the limits of the field,
we have not been able to complete the application. This
information should reach us by early air mail tomorrow
and if received we expect to get the amended appli-
cation in tomorrow!'s mail. The original will be mailed
to Santa Fe with a copy to the Hobbs office, both by air
mail,

Yours truly,

JDA:IR

ce: State Conscrvation Comuission,
Hobbs, New Mexico.
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SEw Mexido Svatu LaND OFFICE

STATE OF NEW WEAICO
DEFART ENT O JUSTICE

B, v{!%ﬂﬂ
ATTOk NERAL Santa le
Februsry 1, 1934.

Ho%é;yble Frank Vesely,
Corf¥ssiopner of lubliec Lands,
Sante ¥e, Now lexico.

Dear sir:

Your letter of January the 3lst, raises the question as to whether
or not the Commissioner of Iublle Lands has the power to enter in-
to agreementis which will have the effeot of placing ir operation
the unit plan for developacnt of o1l filelds in this State, this
plan being ¢ommonly referred to as unitization,

Seotions 97-601 and 97-602 of the 1929 Compilation are as follows:

"agreements made in theinterest of conservation of oill
and gas, or the prevention of waste, between and among
operators owning separate holdings in the sane oil and
gas pool, or in en arsas thet appears from geological or
other data to be underlaid by a common accumulation of
oil or gas, or both, or between and smong such operators
and royalty owners therein for the purpose of bringing
about the development and operation of said pool, or
area, or any part thereof, as a unit or establishing and
carrying out a plan for the cgo-operative development and
operation thereof, when suoh agreements are aepproved by
the state geologist, are hereby authorlzed asnd shall not
be held or construed to violate any of the statutes of
this state, relating to monopolles or contrescts and ocom-
binations in restraint of trade.”

"When such agreements as are desoribed in Section 1
(97-601) of this act relat to an oil snd gas ppol where-
in are situated lsnds in whioch the state owns mineral or
royalty interests the oommissioner of pudblic lands is
hereby authorized to enter into such agreements as a
party thereto, on behalf of the state, when in his Judg-
ment the best interests of the state will be served
thereby,"

Under these provisions, it has been held by this oflffice, in Opinion
No. 203, that the land commlsslionar has the power to enter into
agreemrents in the interest of conuervation of oil and gss and which
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agrea‘é%}s rertaln to the other matters set forth in these sections
anz thsV¥ such agreements, in order to glve them force, must carry
th roval of the State Geologist,

However, this leads us to glve consideration to seotion 1G of the
Enabling Act, wherein it is provided as follows:

"That it i8s hereby declared that all lends hereby
granted, including those which, having been heretoforec
grunted to the ssid territory, are hereby expressly
transferred and confirmed to the said state, shall be
by the sald state held in trust, to be disposed of in
whole or in part only in manner as herein provided and
for the several objeots specified in the respective
granting and confirmatory provisions, and that the natu-
ral products and money proceeds of any of sald lends
shall be subject to the same trusts as the lends pro-
ducing the same.

"Disposition of any of said lends, or of any money or
thing of value directly or indirectly derived therefrom,
for any objeot other thanm that for which such particular
lands, or the lands from which such money or thing of
value shall have been derived, were granted or confirmed,
or in any manner contrary to the provisions of this act,
shall be dsemed a breach of trust,”

Apparently, therefore, under the Enabling Act, the Commissioner of
Fublice Lends would have no right to enter into any agreement which
by the terms thereof would have the effsct of reducing the proceeds
whichk would otherwise aocrue to the State of New Nexico,

We have in mind partiocularly the question of royeslties upon oll and
gas produced upon state owned lands., In other words, under the
unit plan, i1f e well should be drilled upon stete lands which pro-
duces a thousand barrels of oil, such oil is prorated among the
other signers of the unitization agreement, It must be made clear
that the state cannot welve its right to sny roysities upon oil and
gas produced upon state owned land.

e See no resson, however, why the commissioner, with the approval
of the state geologist, could not enter into such an agreement pro-
vided same carries an exception in so far as royalties are con-
cerned, and we would suggest that under this plan it be made clear
in the agreement thet the royalty upon oil snd gas produced on sState
owned land must be puid in accordencd with the sctusl amounts of
production and before é¢ivision or proration among other signers of

the agreements,
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To enter into & straight unit plan agreement without taking the
question of royalty due the state into consideration would, in our
opinion, be repugnant to the above provisions of our Enabling Act,

Trusting the above sufficliently advises you as to your inquiry, I
anm

Very truly yours,

E. K. Ni‘:’\”s;.ﬂm
ATTORNLY GENERAL

By FRANK H. PATTON
ASSISTANT ATTORNKEY GENERAL,

FHP=-KR




SKELLY OIL COMPANY

TULSA , OKLAHOMA
PRODUCTION DEPARTMENT

M. M.STALCUP. VICE PRESIDENT

J.S. FREEMAN, ASSISTANT . P
Deeember 2, 1940

0il Conservation Commission
Sunta Fe, New Mexico

Case No. 23 - Lozo Hille Repressuring
Gentlemen:

We would like to have this letter considered by the 0il Conservetion
Comnission in relstion tc Case No. 23, to be heard st 2 p.m. on December 11, 1940,

The Skelly 0Oil Company feel thet the Commdssion should encoursge
experimental repressuring, which will determine the economic or
profitable results of ssid gas injection., There are verious unknovn
fzetors such 2s profitable results of such work, which mey result in
greater ultimete recovery but no additional profit owing to the low
permeability of New llexico sands.

We feel that the Commission should allow the present daily oil
ellowable of each gas input well to be trensferred to other wells on
the same lease, which is similar to policy of the Department of the
Interior in the South Burbank pressure maintenence pool, Oklehoma,
After a year of gas input, it say be advissble at that time to ellow
0il allowables of 160-acre tracts to be produced frow any wells on
the trect, In order that certain wells may be shut in to svoid ges
channeling.

However, we strongly support a feir, egquitable distribution of
the statewide sllowables between pools in New Mexico on a unit basis,
similar to the 3tate's policy in past yewrs. It is & great credit to
New Mexico, and has eliminated special privilege. TFor that reason we
boiisve Lhal ine regular aeily allowsbles for all wells, including
the input wells, are sufficient reward at this time for experimental

repressuring.
Very © ruly yours,
SKFLLY OIL CCQPANY
ORinC e
By -
o CCR/mb :

ce-Nr, Dunlevey
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TULS:A , OKLAHOMA

December 4, 1940.

PRESIDENT ‘)i-\‘}" }A f‘&_ N. H

01l Conservation Commission,
State of New Mexico,
santa Fe, N. i

Gentlemen: - Attention: Mr. Frank Worden,
Cormissioner of Public Lands.

We are in receipt of copy of an order dated November 25,
1940, giving notice of a public hearing on Case No. 23 to be held
in Santa Fe at 2:00 p. m. December 11, 1940. This hearing 1is to
consider the petition of the Operators' Comnittee for the operators

5 Pl of ﬁ‘aé:’; Canty’ New Moxino 4in sommaction
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in the Ioco I31ls Poosl
with the provosal of a c¢collective pressure maintenance program for
said pool, and for an order from the Commission permitting a 10%
increase over and above the normal allowable for each month until

the principal investment in said pressure maintenance program has
been amortized.

I believe this Company is the largest purchaser of crude
2il produced in the loco Hills Pool, and, while we are heartily in
sympathy with a pro ject for repressuring of producing horizons for
the purpose:.of maintaining the bottom hole pressure of the wells, I
foel, in comnection with this particular proposel, that we should
state clearly that we are not in a position at this time to buy any
additional oil in Loco Hills, or anywhers else in New Mexico. As a
matter of fact, we are now purchasing a substantial amount of oil in

New Mexico in excess of our present outlet for this oil.

As neither Mr. Murlow or mysslf will us able to =ttend this

hearing, we feel that this information chould be clearly stated to

-your Commission, and through them to the operators concerned, who will

no doubt look to us to take the increase from their properties if it
is allowed, and I au writing this letter as a meens of doing so.

Yours very truly,

S
NKM-S (////\; > ?
~ P




Ol CONSFRVATION COMMISSION

Decemnber &, 1940

Mr. Fred Brainard, Sccretary
‘Loco Hills Opurators? Counittee
Artesia, New Mexico

¥y dear Mr. Brainsards

Heference is made to your letter of Deceam-
ber 4th,

I shall Do happy Vo pass your letior oo to
the attention of Mr, Worden and others of the
Commission at the first opportunity., However, &8
you will recall from the schedule of hesrings sent
you on November «7, the Commission has in the fore-
noon of the llth, beginning with 9100 A. ¥., Cuse
No. 22, which is the petition of the operators of
a portion of the Langlie Pool in Lea Counly regarding
a proposed unitization and repressuring plan waich
seems to be the Uype used by the Department of the
Interior.

As you will note, according to Lue schedule
referred to, both the lltix and llth are well hooked
up for hearimgs before the Commission.

Vary truly yours,
OLL CONCERVATION COMJIGSION

By

Carl B. Livingston
Attorney

CBL1ik
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AODRESS ALL COMMUNICATIONS TO SECRETARY

. : L] ] : M
EMERY CARPER Loco Hills Operators’ Committee
CHAIRMAN GENERAL COMMITTEE MARTIN YATES. JR.
BERT ASTON ARTESIA, NEW MEXICO C. M. FOPE. JR.
CHAIRMAN EXECUTIVE COMMITTEE HUGH JOHNSON

FRED BRAINARD
SECRETARY

December 4 1940,

Mr, Carl Livingston, Att'y.,
State Land Commlssion,

Santa e,

N.M. 7

Dear lir, Livingston;

: The Operators of Loeco Hills will
be represented before the Consecervation Commission in the
hearings on December 1lth &nd 1 th,

The Executive Committee of the Loco
Hiils Operators, at a meeting last night, decided to have
a meeting at the La Fonda Hotel on the morning of December
11 at 10:00 A.,M. to discuss our requests, which have been
changed somewhat, in the light of rccent developmentse

We would appreciate your inviting
the Conservation Commlisszion as well as yourself, to attend
this meeting,

Please advise me 1f it is possible
for the Commission to meet with us.

Yours very truly,

Loco Hills Operators Cowmitgee (9

= —7
MV""""’
/4.




AHTEICLES OF INCORPOrATION
OF

LOCO HILLS PRUSEURE YAINTEALNCE
ASCOCIATION, INC.

The undersigned, who s«re all of lawful zge &nd
ars citizens of the United States of asuwerice and citizens
end residents of the £tute of New lexico, do hereby form
a corporation under the laws'of the State of New Mexico in
#accordance with the following declaiations end provisions

end do hereby certify:

I,

The name of the corporstion shall be Loco Hills

Pressure ialntensnoe fssoctation, Ine.

II.

The principsl offlce of the corporztion in the
State of New dexileo shall be located &t Artesia in Zddy
County. The hume of the zgent of the corpgoration in sald
office and in chirge thereof upon whom process sgainst
the corporation wmay be served is Fr.d Brainard u«nd his

Poat Office address is Artesisz, New Hexico.
I1X,

The principel object {or winleh the corporztion -

is formed is to construct, muintain, snd operates « onressure




mtintenance system in the Loco Hills 01l and Gus Fileld in
Bddy County, He¥ sexico in furtherunce of proper conservs-
tion of the reservoir energy in said oll eud gas fiecld.

To that end the corporation shzll have pover to do end
perform any nct, transeaction, or undertaxing which in the
oplnion of its Bozréd of Direotors is expadient, necesssry,
or conducive to the furtherance of =ald principal object,
including the acquisition, holding, ené dis.osing of reel
snd personal prop rty and interests therein or portaining
thereto, the borrowing of .oney, the pledging or encumber-
ing of the assets of the corporstion ss sgecurity for woney
borrowed or debts oxed by the corporztion, and the sequlisi-~

tion, holding, and disposing of shures of the capitszl stoek

of the corporation, provided, horever, that transcctions by
the corporation with reference to sheres of the cepitsl
stock of the corporation zeguired by 1t shall be Subjeot to
the provisions of Section VIII. The corporetion also shall
have the power to own «nd operate oll &nd gis oroperties
end to construct, own, and op=rate naotural gasoline plents.
The corporatlon shall have the right and power to
uso its profits, surpius or resefve in the acquisition of
property, including its osn capital stock, ¢s ths Bosrd of
Divrectors mey see fit tnd suech property or cepital stock

sicll not be regerded as profits for the daclaretion or




paymnent of éividends unless so ceteralned by the Board of
Directors.,

The enumcration of & specific power herein
stzll not be considered «s excluding othsr powers not
asntioned herein end #»nich in the opiuicn of the Bosrd of
Directors &re necessary, expedient, or convenlcnt in the

cerrying on of the business of the corporation.
Iv,

The totsl authorized capitel stoek of the cor-
porstion that may be issued by it shall consist of 200,000
shares of comwon stocx without nozinel or par vslue and
the number of sgheras «ith hich the corporstion will com-
mence bueiness is 3,000 shures., The value of the entirs

authorized capital stoex «ill not sxesed 3250,000.00.

V.

The names of the incorporstors wnd their re-
syeetive Post Oifice addresszes and the nuaber of shires of
the capitel stock of the corporstion respectively subseribed

for by cuach sres

,JO0 shures
,000 shares
1,000 sneres

Bert Aston, Smith, New kexice, . « « + o+ &
dartin Yates, Jr., Artesie, New dexico ., .
Fred Bralnerd, Artesic, New Hdexico . . . .

1
1

vi.

The teru of the existence of the corporstion shall

be 1'il'ty yesars.,




VIiI.

Thz Board of Directors shall be ceven in number
znd shull have oover to make sngd #lter the by-lass of the
corporation. It shall not he necescary {or a dircetor to
Ve o stockholder or & resident of the State of How Mexico.
The vote of & @& jority of the diractors shrll be reculred
to constitute an act of the Bourd, provided, however, thut
the Loard may delegate to an executive commnlttee cowposed
of members of the Board such euthority and duties ss the

Board may preseribe, Unless requlred by the by-lavs, the

directors shall not be clected by ballot but shali be elvetad

upon notion &t the annual meeting of the‘stoczholders,
provided, however, thot vacencies in the Board shall be
filled ond the number of directors aay be cheanged &8 pre-

scribed by the by-laws,
VIII.

Hotwithstanding ﬁhe corporation 1s not heing
orgenized on a cooperative basis as such term 1g defined
by Nav Hexico laew, it 1s contemvlated that the corporation
¥ill not be operataed for proflt to the stockholders fhrough
the declaration of dividénds, but that the tenelfits which

the stoekholders willl receive +11l result froa the co-

operation by the ouwners of producing o1l snd gus w«ells in

the s54id oil and gus fleld in furtniring the plan for the
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congervetion of thu reservoir snergy in said Field. To
that end it is considersd essentlul thut the ownership of
the oczpital stock of the corporation be limited to ths
oxners of producing -1l end pas wvells in s&«ié field and
the ownership of the sheres of cepital stock issued on
account of a producing well sh«ll folloxw the ownership

of such well and eny sttempted ownarship, control, or
transfer of sny of the capitel stock of the corporstion 1in
violation of the restrictions upon stock ownersinlp {msosed
by tuls section sh&ll be null and void. In the event a
well is abendoned, sny sheres of capitsl stock previously
1ssued oun account of such well shall cease to carry voting
rights, excepting 1ln matlters pertaining to tne dissolution

of the corporzation.
iXe

The cgpltal stoex of the corporation shall be
1ssued and disposed of for suech considerztion anb upon sueh
torias s way be fixed by the sdcard of Directors and the
Board may sutnorize thne 1ssuance of such shsres upon & de-
ferred payment busis instend of for cssh, provided the
deferred payments sre secured In & aanner sctisfactory to
the Board, The certificates representing shires of the

capital stock sold on & Geforred nsymert bosis asy be




Ve

Suitverad uusn the eczeptancoe by the Lwuard of the roeguirad
security, but the corpgorstien shall heve & lioen on such
certificostss [0 the wapsid tnilongs of the purchase prieé
for seme ugtll payment fu tull of the PHPE Iage pride ss

heen roceived,
Re

Thne Boxrd of Iirgctors 33&11 not b oroulred An
Junusry in ench yesr ov ot sany other Ling to ceoclors &
éividind anvong 1ts gtockholders of tihe shols or of eny
part of its sccuzulated profits but the board 1o {te dic-
erstion mey cover gsuch wecumulated profits fato an sparating
fund or & retorve fund or both, «& =ey be arovidoes in the

by-lavs,

R o T e aad




&TLTE OF NEW #EXICO ;
Couhty of Eddy i

Guy of Jenuary, s. Do, 1941,

On this thse ___
before me personsliy sppeared Bert aston, dartin Yates,
Jr., end Fred Brsinsrd to =e personelly xno«n to e the
persons described in snd #ho exscuted the foregeoing in-
strument, &né acknowiidged that they execuled tbhe same &8
thedr iree act and dend.

1§ »ITHECE WHEREOF, I havs hereunto set my hand
and offizial szal on the day wnd year in thies certiflicsate

first sbove +ritten.

Notary Public

#y couaisslon explires:




- SUBORLINATIOK ACHLENFNE -

ANOW abl BEN BY THEcE PLEELENIE:  That,
WHEREAU, On the day of Jenuary, 4. Do,

1341 , hereinafter referred to oo

x0rtygagor, was the owner O the operating rights for oil
and gz5 in ithe following vescribied tricts of land loegsted

in Lddy County, Nex L¢xicot

and,

VHEREAYS, on seld dete the sortgegor as the operstor
entared into 8 certain agreengnt ln writing with Loco Hills
Pressure Haintensnce Assoctation, Inc., nereinsfter styled
Angsvelstion, aifecting ssid opersting righte In seid wrscts
oi" land ana tae procucing oll snd gae wells locates thereon
G S8 Vil @iu gas Luviwiiom, WWonhiGh wpiooe
ment in writing reference ie hereby wmudg for the full terms
and provisions of zewe) und, .

BIBREAS, on the UGy of y He Ly,

13 the wortgazor oid execute and cellver to the under-

stgned &5 the sortityee that certain

mortpsge slifeocting certsin of the s61d deseribed tructs of

land ond of the suld produclng oll snd s weils and the




proauebtlion theruirom wiiehl felé Lol e g « L Do R0rGen oL

Lhe cuy of , 12 An Boo. __ st pope

O the dortpene Heeoruwd o oala Luwuy County, Meuw Zealco;
Z;n(ﬁ,

Vhbbisal, LoE UNUorsSignes mortjegee reprosenils
that ne 15 the orner of the iten crosted vy the =it sorblgape
sand of the indebiedness cecured Ly seme snd 1o wliling thuat
the llen of the seld wortgage be subordlustea Lo the tovas
xne provistons OF tue rbove mentivned wrliten sgrecuenty

NOW THEREFORE, the wortgspee {or znd in conzliera-~
tion ©f the sus of Une Lo:isr ano other veiusble conclcera-
tions Lo nie In hend pald by the A.suceistion, the receipt
whereofl Ls hereby beumowicdgad, woss hwreby .o snd
ueclare Lhat tiae lien ol the atove Joseribee sdrtgnge be
snd Lhe sere pereby 14 asawe subjoct and nforior to Lhe
teras sng provisions of tne sulu ﬂvittuu Ghreeaent Lo the
seme extent sne elfwect 43 LI the ssia wrliten uoreczent
aud been axeculed wpd regcorced prlior Lo Uho ¢xuCuLion snd
recording of Lhe scio wortiaze, aroviced, Losever, tnut
notalng contained nerein sueil be consirucd su «wodifylng,
changling, or wllering the obligalion anud illepillity or the
mortgsgor Lo the mortgegcee ou st forth snd (Llxvd by the
puld moOrtguge and by Lhe prosissory vole or otner cvicence

e indebtuwdness secured by uLowa,
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IN wlibhdcn WHEREQR, msortgsgor ass winod his
neme hereundor on thls the duy of Junuury, A. L.,

1341,

STATE OF {
S8
COURTY OF

On tnis the say of Jenuary, a. L., 1341,

be fOore we pPersupB&lLly Sppaarad

to sae personally «nown Lo Ly the dergon voseriboed In and
w10 ¢ xecuted Vtae Forsgolng instruasent, snoe seanowlogged
tigt Ne caecuten the Ssme ws hls {ree acbt ant Jdosd,

IN WITHELY wHESOOF, I heve neoreunto aset sy bund

snd ofricial seal on the dry wpd ynar in Lhls cevedficate

firat sbove =ritten,

NoUlsry Puvidc

Ey coamiusion saplres




- ATIFICATION ACHESUENT -

SNJe ALL 4EN BY THECE PERLENTE: Thet
¥ilefikEal, on the dsy of Jenuary, a. L.,

hervinalter refoerred to ss Operator, #xs the owvngr of the

opsrating rights for oil snd ygas in the follusing deserived

tracts of lund located in Xd@y County, New “sxico:d

and
BHEREAS, on 3s1d dete the Operabtor entercd into
& certain agreensnt in eriting w»ith Loco Hilla Prossure
dzintencnce Assotiation, Ine., hersvinsfter styled
sssoeistion, affceting sald opoeriting rights In ssid
treots of land end the produaing o1l znd ges wells loceted
thareon and the production of oil and gas bherelfrom, sald
agrociasnt having bsen recorded on February

in Booi at puge of the

Regords of tddy County, liss Huxico, to =hich wgreeasent und
the ssid record thureol reference 18 hercby wsde for the

full terzg and provisions of such wgreeament, and




FHENTAE, o the day of s

re Bey 19 s the Operstor did anter into & certsin nyrase-~

ment in eriting *1th the undersigned

, herelina fter styled the Payes,

providing for the payacnt to the Payse of the sum of

k4 to be patd out of th: srocszeds fron the szle
of of tha =woruing interest oil and

£u8 produced f'rog those ecertzin oil snd wes wells located
on the ebove described traets of lsnd sng wors: psrticudlarly

degeribed sz folloest

and

¥HEREAS, by the terms of the agreement betveen
the Opsrator and the 4Lssocistion, it is provided that the
Operator shall pay to the Assoeiistion an saount ecuel to
Tive cents per barrsl of ths rorking infterest 91l shich
thsall be sraduced frow sech ofF said desericed sslls until

the saount so p&ld from azuch well, less dgductionsg for

operuting axnenses, ehull swount to the totsl sum of
$ rith Intereut at the rate of fouy per cent

per ennux on the unpeid baleuncs, vnd
BHoltnk, Peyce 1 villing thet suld sva of 1ive

cents por barrel be ¢educted ané pxld Lo the rsgocliation




from 29 auch of the o1l producsd Zros the sbove descerived
~e#lklag, the protesds from -nich Peywe fu antitied to heve
apyplled o the oll paysent sbove descerilsd, sublect,
howover, 10 the teoraw ond conditiong herelisfler steteds

Ny, THUHETINN, the undaradgnid —

p the ssid Puyes, for wnd in

congiderstion of tha sum ol Jus Lollur {(£1.03) sred wther
valiosble considerstions to _ in hend L33l by seid
fspoclation »nd the sxld Operatory, the roecelipt ~hersol 1s
hereby seknosiulgsd, Gocs hersby goasent snd sgree thet
there shull be peld to Lhe Astaciatlon out of the .tocereds
from the sale of s0 guckh of the <il sroduced (v<wa Lhe
sbove ¢egoridbed sclis wnd etilacsted Lo the ssywent of the
shove mantioned oil payment, the seld pwa of lve cents
per barrel until sald susm, Logether «ith ooher s$ums re-
coived by the isssoclatlon froz esach of seid ialls, ehell

oquael the sald wmount of % ger well with

interesst 2 steted, «ll & wore corticularly urovidsd by
Vhe lerws of the seld sgresuspl dsted Junuery ___, 1941,
«hich 18 hereby rut{riced end es.roved by Parase to the QX
f2nt his Intervet fa guid wells apnd the croduntion therss
Trom 18 sffected.  Upon recel»t by the fssocistion of sald
gmount out of the production Irow sny s2li, then this 2une
sont snd agrvosent #s to sueh ~cll shull teraincte,

It fe gpeclficoelly understocu snoe tile consent
&G mgreenent 13 upon the condition that eothing conteined

nerein shell be gonstrued ss roducing the [mount which the




Payeoe 15 sntitled to recelvs froa the Ousrator under thne
torms of the :e1d 041 payment contruct wnué thet the terny
und provisions of sgid oil puyment contreet ehell reusin
in full forcs snd effect, excepting -z 2081fied horeln,
IN PITNESE BHEREOF, the Payee s glgned noru-

under on this the cuy of Fevrusry, r. Le, 1941,

BTATY 2F Xy $rXI1C0
$8e.
County of ¢ddy

On this day of FPebrurry, 4. e, 1941,

before me pergonally ap.esred s

to wme Knosa Lo be the parzon__ described In and oo exe-
euted the foregoiag instrument, «nd acino: ledgec that

executad the scwws uh sy ot and daad.,

I8 “ITHESE %HEREOF, 1 heve hereunto set wy hand
end affixed uy offlelcl seal on the dey end year io this

certificante first cbove written,

Hotary ublie

4y comnpission explrest
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Hanny Leonand
Roswell, New Mexico
overer 27, 16l

Mr. Zorl 3. Livingston
1 Conservetion Commilesisn

o1 for notice of the heerings

I wish to thank 3
£0 he held in Sente Fe on Decemdher L1 eord 12,

“r aw - > -
Youre ver:s truly,

hil-Yv




November 27, 1940

Honoravle Fred Brainard, Secrtary
Loco Hills Operators! Loanittee
Artesly, New Hexico

Dear Hr. Brainardd

Enclosed plvaue find celendear bivxng
consecutive order of hizaringe set by tne Conais-
sion. All interested partics are requested to

be ready.
Very truly yours,
OIL CONSEQRVATION COMMISSION
By
Curl B, Livis n: /! ston
Attorney
C3Ltik

Ence.
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Noveaver <7, 1940

Bonorable Bert Aston
607 Franklin Builiing
Oxlanoma City, Oxlatoma

dy dear ir. istong

Enclosed plecse find culender giving
consecutive order of Rearings set Ly the Conais~
sion. All interested Parilcs dre reguesced to

be ready.
Very truly yours,
OIL CONCPEVETICN couy CSION
By.
Cirl o, Living,ston
Actorney
CBLtik A
‘?V\ v

e P
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ADDRESS ALL COMMUNICATIONS TO SECRFTARY

EMERY CARPER Loco Hills Operators’ Committee:

CHAIRMAN GENERAL COMMITTEE

" BERT ASTON
CHAIRMAN EXECUTIVE COMMITTEE

FRED BRAINARD
SECRETARY

ARTESIA, NEW MEXICO

November 16

MEMBERS
MARTIN YATES, JR.
C. M. POPE, JR.
HUGH JOHNSON

1940

Mr, A. Andreas,
State Geodlogist,
Santa Fe,

MN.M.

Desr Sir;

Some two weeks .ago I wrote the Conservation
Tommission a letter requesting a hearing be held 1n regard
to the 104 additional allowable and other matters as
discussed in our meeting here, at which you were present.

I have had no acknowledgerment of the receipt or
this letter and presume that it has been mislald orplgeon-

holed.

We would greatly wuppreciate 1t if you would
call the attention of the vommission to this request with
a view ol having thls hearing at an early date as possible.

¥We have complcted all of our other preliminary

vork, even to having it rinanced end are only walting
on the vommission's crder as to the sbove matter.

yYyours very truly,
’

Loco Hills Cperator's Committee

b"‘;fééztﬂif (= >¢zfu4/:¢n/~_ig)
& Tred Brainard sec.
7 1 - ’!\”\) y,/‘/ 1
s / o et s b 7 \
{ Y ~{j// - ;\"‘ . R /'“I:"J ’I/‘I M"/‘ (’ {l/{p { s
' ¢ Loy i (-’ /?’;/’/
B R TT
Ao 1 ) .
" ] L ( | A ‘7' ? L A
’ ! ot
¥ , R “ 14 { s

IRy, Ty
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OIt. CONSERVATION COMMISSION

Hoveaver .5, 1940

The artesia Adwocate
Artesia, New Mexico

Gentleaens

Taere is enclosed fierewith & Yotlce for Publication,
Waich you are Kindly requestsd Lo sublisi opee imwedilavely,
You ure also requested to furnisa vids Lontission with & copy
containing this Lublication,

lTumediately uuon completion of tiie puvlticution, be sure
to traunsmit to the 0il Conuervation Coamlssion you; affidavit
of publication.

Upan sending te the Comzission your a«fficavit of publi-

catlon, please send your statewenat in dupiicute and enclosed
purchase voucher ualso in duplloeiae, _

Ver, Lruly yOouy,

Carl B, Livingston
Attoraoy

CBLsik
Encls.,




Ol CONSERVATION COMMIBSION

Novembier <5, 1940

The Current-Argus
Carlsbad, Hew ¥Yoexico

Gentlemen:

There is enclozed nrrerityh o Hotlve Cor Jublication,
®hich you are kindly reguesied $o sublis: once lanedlately.
You w«re «1so reguested to furnlse: tids Conuission with a
Copy containing tuls publication. ‘

Imsediately upon couwpletion of tiae puolicaution, be
Sure 1o transait to the 011 Conseivation Commlssion your
affidavit of publication.

Upon sending to the Comuission your affidavit of publi-

cation, slease send JOur stacerent in Jduplilaie and enclosed

surchase voucher also in duplicate,

Very truly yours,

OXL CONSEXVATION COMMISGION

Carl B. Livin_iston
Attorney

CilL:ik
Eavls.
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QIl CONSERVATION COMMISSION

fioveanbsr <5, 1740

[&]
by

SBanta Fe New iexican
Santa Te, Now Mexico

Gentlezens

Tnere is enclosed nesvswitu a Hovlee for Punlication,
Widlch you are «indly requested to publisn once Llmcedlutely.
You are #lso requcested to furnish tals Commission with a
copy coniaining tiis publlcation.

Inzedistely upon completion of the publication, be
sure to transmit to the Q0iL Conservation Cowsi sion your
af fidavit of puvlication.

Upon sending to tne Comumission your affidavit of uyubli-

cation, please send your statewent 1in duplicate und enclosed
purchise voucher slso in duplicsate.

Very truly yours,

OIL CONSFAVATLION COMMISSION

By

Carl B, Livingston
Attornay

CBL1ik
Encls.
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3w WESTERN -

NEwWComMB CARLTOMN
PRESIDENT
pr= —

J. C. wiLLever
CHAIRMAN OF THE BOARD FIRST vice-rPRESIDENT Ship Radiogram
: Ang time shown in the date line on telegrams and day letters is STANDARD TIME at point of origie. Time of recelpt is ST;AND:\RP TI_ME at
N - -
S dE31 56 DL 1 £xTRA xeu

SR P S G,
ARTESIA NMEX 7 919a Bal il 7 W oy
" A ANDREAS STATE GEOLUGIST=

Y DL=Day Letrer
i
NION e
¥ Tess. R. B. wHITE

WILL HAVE MEET NG OF LOCO HiLLs

EVGHTH T3 DiIscuss PREL |

WOULD 1T BE PossipLE rq

PRESENTAT 10N TO DIRECTO
LOCO HiLLs opeg

OPERATORS EVENING oF ypy
MINARY DRAFT oF CONTRACTS‘PERIOD;
" US TO HAVE A DECIS|on rop

RS AT THAT Tiye=

ATORS Ccomp FRED BRAINARD SEC,.

THE COMPANY WILL APPRECIATE SUGGESTIONS FROM Irs PATRONS CONCERNING ITS SERvicR
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H This is a full-rste
Telegram or Cable-
-am_unless its de-
erred character is in-
dicated bgoa suitable
symboi above or pre-
ceding the address.

WESTERN - (==
UNION 7 ===

R. 8. WHITE NEWCOMB CARLTON 4. . WILLEVER Rads
PAESIDENT CHAIRMAN OF THE BOARD FIRST VICE-PAESIDENT \____—_fsm

The filing time shown in the date line on telegrams and day letters is STANDARD TIME at point of origin. Time of receipt is STANDARD TIME at poly old?ﬂnsdon
BaLJW 23 "% 5 o4

RXOVE13% 11 GOYT XC=RCESVELL HIEX 286 3376P

N/
A AHDREAS=
DL COMSERVATION COMMIISSIZH SF=

16 OBJECTION TC 100 PERCENT ALLOVABLE IF 2PERATORS ARE
I AGREENENT=

ERNEST A HANSCMe

100

THE COMPANY WILL APPRECIATE SUGGESTIONS FROM ITS PATRONS CONCERNING T8 SERVICR




J__—-—\ e,
Thu is a full-rne ( 1 ( ; b 1 DL =Day Letter
Telegram or -
?rnn uniess iu de, NT =Overnight Telegrsm
erced character Is in- LC=Deferted Cable
dicated by a suitable
symbol above or pre- NLT ~Cable Night Lecve:
ceding thz address. /. B, WHITE NEWCOMB CARLTON J. C. WILLEVER Ship Rad

CHAIRMAN OF THE OOARD FIRSY VICE-PREBIOENT

PRESIDENT

The filing time shewn in b date line on telerams and day letters ls STANDARD TIME at poiat of origia. Time of receipt is FANDARD 1;_:83 at Phint gdaujagn

VE113 50 DI 11 EXTRA=ARTESIA MUEX 23 141P
NEWMEXICO OIL CONSERVATION COuLISSI o=
NIy SESSIONT SFs
B THE MEUBERS CF THE LOCO HILLS EXECUTIVE COMIITTEE SUPPORT
THE RECOMUENMDATION OF OUR EHGINEERING COMMITTEE TO GRANT To
“ VAN 9

BASSETT AND
SHUTTIHG

ol RHEY AMD WALT_ER FATR FULL o1L ALLO‘.“.’ABLE FOR

1D THEIR GAS VELLS FOR THE PRESSURE HLAINTEHANCE
PROGRAMN=
CEERY CARPER  P'ARTIN YATES JR FRED BRAINARD BERT

*—

AST2H C M POPE JR, 2%572Z/}Z;?

THE COMPANY WILL APPRECIATE SUGGESTIONS FROM ITS PATRONS CONCERNING IT8 SERVICE




NEWw MEXICO STATE fanD OF Py

daven 19, 1941,

Mr.Fred Brailnard, Secretary
Loco Hills Operators! Coanittee
Artesiu, New Hexico

fRE: Case #<3 - Loco Hills
Pressure Mzintenance
Plan Ordepr No.3239

Dear ¥r.Bralnard:

Reference 1s made to your letter of March 1z,

enclosing two copies of the gontract and Agreexent
between the Operators and the Loco Hills Pressure
Maintenance Association Inc., with request for ;
approval by the New Mexico 0ii Conservation Commission.

It was not the purpose of the Commission in the cuse
heard, to approve in all of bLhe details any specific
Contract in witich the Loco Hills Operators may enter
into with the Corporation wniehr said Oseretors con-~
templated forming for the purpase of conducting the
administrative affairs £ the Loco Hills Pressure dain-
tenance Plan. The Vlan as presented in the Qperators!
Asended Fornal Petition was approved in its general
agpcets by the Cummission in its Order, a copy of which
is herexith enclosed. Detsils of the Contract were left

to the Operators.
Very truly yours,
QIL CORSERVATION COMMISCION
By
cc Col.J.D,Atwood Attorney
Roswell, N.¥.




Eere 2Ly -~ /~‘<r [

‘ AODRESS ALL CONKUNICATION! TO SECRETYARY g

. - . s .
crmmern omemn e Loco Hills Operators Committee MARTI vrvs. o
BERT ASTON . .
CHAIRMAN EXECUTIVE COMMITTEE ARTESIA' NE‘V MEXICO |_|cl-J M'_:I :ooZEh;sJR.
FRED BRAINARD ° on
QECRETARV

Harch 12 1941

[ire Ray Rodgers,

State Lang Commissioner,
Santa Fe,

N 0 }WI .

Dear r, Rodgers;

I am inclosing two copies of our
Contract and Agreement bebween Overators and the
Assn, in the Loco Hills Pressure Saintenance In-tallation.

¥le have applicd for our chartecr and are ready
for the operators to sign contrects in their final form, -
We would like the asproval of ithe Conservation Commission
with respect to the contract to beused, and woulg avvreciate
this approval atg the earliest date possible,
say shat we are to day sutnltting
$ ; r aciroval also.

v I migh
several copics to the U,©

VAl oo
-
(/_}Q
.

)

O

3
ol
o

)

iours very truly,

Loco Hills Fressure maintenance Assn,,

by e ol s B

- TY aa o ® -
Frod Diralawed
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FIDLIGS

In the matter of the petltion of the Loco Hills Pressure laintenance
Assoclation.

1, The Loco Hills oil and gas field in Eddy County, New Mexico which is

: : R f NS . .
referred to ir the amended petition should be defined as including the

followingktraCts of land;

o . 0 o ) o o
& Aﬁy‘pré?iqgé order of Ehe’ﬁhmmiasion defining the said fleld as

inocluding other ;rdgts or not inocluding some of the above traocts of

AD TTrae } .
“land shauigyﬁg modified accordingly.
; R ~ ‘

EL The plen for conserving the reservoir energy in the said Loco Hills Fleld
as proposed in the amended petition is a proper and necegsary plan in its
general aspects for the prevention of waste and the conservation of the
natural resources of the 8tate.

3+ In the operation of the said conservation plan it is adviseable end-
ooonomieéi that producing oil wells be used for the purpose of returning

waste gas to the oil~bearing formations. During the period of such use

1t will not bo possible for such wells to produce their allowable amount of
3TN umf}/
oil and the ovmers of such wells will be entttled to produce such lost

allownble frowm any other well or wells on owner's leass,

L4s Tho two pas wells referred to in the amended potition if permitted to

NPAETS
produce, would produce ni%ro gas from an oilnbearing formation, and the pro=-
. Luilf ht/km,\:r'")\-sq e olreraa. ¢

duction of gas from such wells therefore ie—conduoive te—adessoning of

resevolr onergy. It is essential to the success of the proposed conservation




alw

plan that no wells ocapable of producing pgas only should permittel
to produce such gas if such production would come from an oil besring
formation. On account of the faot that the said wells were drilled
prior to the formuletion of the proposed plan, the owners of said
wells should be permiti:ed to receive as compensation for closing in

R N OPTNE 255 o
such welle an allowable in oil equal to/\the top allowable prevailing
in the field and the owners of each of such wells should be permitted
to produce'_ such allowable from any athep-predweing oil wells located

R o [ ] N
on owaer's leageo, gwelr-weil produc‘gg oil from the same horlzon.

Prorakion 0ffice,

JPP




- TSI M
f
i A R S S
Foo e 3 - M o Ty i - f - ' A, 1
1. U SR U0 X1 5 T Lll., - Gl ,1‘ s LRSI Ty ¢ LG,y s 15 "”a,_A
N« zo ned o eonslotts el v A Tune)e Sl e . SiaG Trreia ol
1.
RS SRR |
Louvts
e .
e
e n
A
g e
S5 ey
O T )
l, i, .n, {),3.;.1)#, <
1L e 2
it e )vAl‘*<'oJ4 (A ~
Catt S oA sy
Soelion 16, and the N3 of Scetion 17,
s [ a1
ovmship 10 South,
.
1.3 . -
2ll of grnetion &, ¢
: P SN -l AR et
Any oprovious ordor of Lhe Comals
. . 23 e e N o~ EEEERIEN P B
ineluding other trocts of land or nov including cone ol bhe broctis

x-“ [0 {\91‘\(,:(— rf\f

- s 3 p ; "}'&@,e 1 le-—-" SR
{7\&\&,\,«“‘( pw'-(’

of Jang ls hgreby rodified secoriing ,
(\(\ - ‘f\'é“‘: ,I e AT r)(,g\;r- L‘M (AS gL, M’kl LV\C g,u 4\\4 vy Lo o
' &W&& Arargualid an

sed plen for consc;'vlng;

.

Lhe vrefervolr ener

,
-
-
i
ot
~
o

[
-

]

(=]

Lo e lmovm oo

Cunnnanes Pinn.

In the opern

oy ol Tac T Y e Caspverent
e LG BRLG LOCO Liris pTotsl

svedueing ol wells ) be used lov the parposc of

aier off

11 e

. - . N v ‘ e 5 b
ot vonuel Tont oDl e hoe o comoriionca ornoor o oorid souis
. - i . -
Rl evrestts ol CisC e Trne. cowedl oehe L o e ST




- . . . A PN . N .
w1lovialble in o3l cound to T por cort of Chie Lon allovmle e
1%, L LYY - 7 o PR . b e o 2 o yweny oY Y
Ve fleld, rrovicicn thalt ocuen ol lowable of ce Troedneed .

In the e e roir, el o, todoon b
- o D . .. Ce e -
Sl ol JoTey e e Fe llay P oll cllo

1. 4t e o i -4 sl
Ly Uhe ovners of ool o aell,

on 10,

e . ot iigyn mas [ R A AP . . ey e .
¢ coge of ihe othier ros well ourad b Desselt Sirner, loceled

_—_—
G515, of Seevlon 1), G ged

oif such well shell Lo aproriloned on o

i ] R HETIEEEE | e S
In the sclon: ins Lo e oxe
5t [ . .
siale lend.
4
[ 9 A LI B R O N
rnone ol

Boreiy o oo e Yenertel avios g

. v e
{s Ll it W
196




BEFORE THE OIL CONSHARVATION
COMMISSION Of THE STACE
O NEW UEXICO

IN THE MATTER OF THE HEARING CALLED

BY THE QOIL CuASERVATION COMMISSION CASE NU. 23.
OF THE STATE OF NEW MEXICO FOR THE
PURPOSE OF CONSIDERING: ORDER NO. 339.

THE PETITION OF THE OPERATORS' COMHMITTEE FOR
THE OPERATORS IN THE LOCO HILLS POOL IN EDDY
COUNTY, IN CONNECTION WITH THE PROPOSAL OF

A COLLECTIVE PRESSURE MAINTENANCE PROGRAM
¥OR SAID POOL.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at two ofclock P. M., De-
cember 11, 1940, at Santa Fe, New Mexico.
NOW, on this 28th day of_ January ,» 1941, the Commis-

sion having before it ‘for consideration the testimony adduced at
the hearing of sald case and being fully advised in the premises,
the Commission finds:

1. That the Loco H1ills oil and gas field in Eddy County,
New Mexico, which 1s referred to in the amended petition,
should be re-defined as including the following tracts of land:

Township 17 South, Range 29 Bast: S#Si of Section
32, S#SWi of Section 35, and S} of Section 36.

Township 17 South, Range. 30 East: NE}NE}, Sing,
and S} of Section 31, and W} and WiE} of Section 32.




Township 18 South, Range 29 East: All of Sec-
tions 1, 2, 3, 4, 5, and &} of Section 6, all of
Sections 8, 9, 10, 11, N4NZ, S3NEZ, SE: of Sec-
tion 12, NiN: of Section 14, NEINEH, NowvE: of
Section 15, N4 of Section 16, and the N} of
Section 17.

Township 18 South, Range 30 East: N3NW% of
Section 5, all of Section 6, and W} of Section 7.

2. That the plan for conserving the reservoir energy in the
said Loco Hills Field as proposed in the amended petition is a
proper and necessary plan in its general aspects for the prevention
of waste and the conservation of the natural resources of the state.

3. That in the operation of the said conservation plan it is
advisable that producing oil wells be used for the purpose of
returning waste gas to the oil-~bearing fo?mations. During the
period of such use it will not be possible for such wells to produce
their allowable amount of oil and the owners of such wells will be
permitted to produce such lost allowable from any other well or

wells on ownert!s lease.

4. That the two gas wells referred to in the amended petition

i1f permitted to produce, would produce natural gés from an oil-bearing

- tormation, and the production of gas from such wells will therefore
resudt in a decfease of reservolr energy. 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 formétion. On account of
the fact that the said wells were drilled prior to the formulation
oi' the proposed plan, the ovners of sald wells should be permitted
to receilve as coupensation for closihg in such wells an allowable
in 0il equal to one hundred per cent (L00%) of the top allowable
prevailing in the field and the ovmers of each of such wells should




be permitted to produce such allowable from any oil wells located
on owner's lease, which produce oil from the same horizon.
IT IS THEREFORE 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: |

Townshlip 17 South, Range 29 Fast: $S4S%4 of Section
32, S3SWi of Section 35, and S% of Section 26.

Townsnip 17 South, Range 30 East: NEfNEX, SEN3,
znd S% of Section 31, and W} and W3E3Y of Section 32.
Township 18 South, Range 29 East: All of Sections
1, 2, 3, 4, 5, and EZX of Section 6, all of Sections
8, 9, 10, 11, NAN4, SANE}, SE} of Section 12, NiN3
of Section 14, NEANEZ, NiNW%Z of Section 15, N& of
Section 16, and the Nz of Section 17.

Township 18 South, Range 30 East: N3NV: of Section 5,
all of Section 6, and W} 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 1s hereby modified accordingly. That vortion of the
area heretofore designated as the Loco Hills Area not included in
the area herelnabove described is hereby designated as the Leo Area.

2. That the proposed plan for conserving the reservolr
energy in the said fiéld as set forth in the amended petition is
hereby approVéd in its general aspects. 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 oll-bearing formations, and the allowable
amount of oil whicn any well so used falls to vroduce during the
period of such use may be produced by the owner of the input well
from other wells located on owner's lease, and as long after the

cessation of its use as the capacity of such well to produce oil has




been impaired by its use as an input well. If the ovmer of such
input well is the owner pf more than one other producing oil well
on hls lease, the Commissilon may require, without further notice or
nearing, that such lost allowable be apportioned on an equitable
basis among owner's other wells on his lease. No well shall be
used as an input well without the consent of the owner.

4. That during such period of time as either one or both
of' the two gas wells referred to in Paragraph 11 of the amended
petition are not permitted to produce natural gas, the owner or owners
ot such well or wells shall be permitted to produce from oil wells
owned by them on the same lease an allowable in oil equal to
one hundred per cent (10C%) of the top allowable prevailing in the
rield, provided that such allowable of oil 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 R. W. Falr, et al.,, located
on the SE:SEL of Section 10, T. 18 8., R. 29 E., N.M.P.i., the oil

allowable shéll be apportioned on an equitable basis among the other
wells owvned by the owners of the said gas well, which are located
on the E} of sald Section 10.

In the case of the other gas well owned by Bassett and
Birney, located on the NWiSE:Z 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 sald owners which are located on State land.

5. That for the purpose of taking under further advisement,
the Commission reserves herein for a supplemental ordér the matters

in tials petition insofar as they relate to the reallocation of




back sllowable oil in the field, which 1s presented by Paragraph

of the amended petition.

OIL CONSERVATION COMMISSION

4 /7 - .
By El¢»¢ﬁi~g Z: ;Lﬂi/;{ﬁidj/7

|
1
‘Governor “ $

4

Commissioner of Public Lands

By chﬁ . éc‘;x/v/gp/&a%

State Geologist N\
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SEATE LAND nEr(cE
December 19, 1940

Dec 2t 9 09 M"Y
SANTA FE, N M.

State Conservation Commission,
Santa Fe,
New Mexico.
Attention: Mr, Carl Livingston
Attorney

Dear Mr. Livingston:

Enclosed please find the amended petition
which we were to file in the Loco Hills matter. The
delay in filing this amended petition has been caused
by waiting for necessary information and perticularly
the information as to the limits of the field. At the
suggestion of Mr., Andreas we will send a copy of the
petition to the Hobbs office.

Yours truly,

JDA:IH




COMMISSION OF NEW MEXICO

PETITION OF LOCO HILLS Case No. e

IN THE MATTER OF THE i
OPERATORS' COMMITTEE

- AMENDED PETITION -

Petitioners pursuant to peruission granted by
the Conmission submit herewith their amended petition in
this matter and request that this amended petition be given
the same consideration ang effect as 1f 1t hag been filed
on the date the original petition herein was filed, For
their amended petition, petitioners respectfully submit:

1. Petitioners Te a committee composed of
operators in the Loco Hills 0il and Gas Field in Eddy County,
New Mexico who have heretofore been selected by the operatory
of the said Fieid and authorigzed by such operatoré to rep-
resent them ih Presenting this petition., The of'ficers and
the executive committee of the committee are:

Emery Carper, General Chairman,

Bert Aston, Chairman of the Executive

Committee,
Fred Brainard, Secretary,

Martin Yates, Jr,, C. M. Pope, Jr., and
Hugh L. Johnston, Executive Committee,




2, As used In this petition Loco Hills 0il

and Gas Fleld is defined as including the following tracts

of land:

Township 17 South, Range 29 East: Slbg of

Section 32, S3SW; of Section 35, and S%

of Section 36.

Township 17 boutq, Range 30 East: Nthb4,

S3N4, and S% of Section 31, and W3 and

W3E4 of Section 32.

Township 18 South, Range 29 East' All of

Sections 1, 2, 3, 4, 5, and E3} of bectlon 6,

all of bectlons 8, 9, 101 11, NiN3, SiNEZ,

and SE3 of bectlon 12, N3N3 of Section 14,

NEINEZ, NiNW: of Section 15, N$ of Section 16,

and Nz of Section 17, ;

Township 18 South, Range 30 East: N;NW% of

Section 5, all of Section 6, and Wi of

Section 7.

Insofar as the sald S385 of Section 32, Township
17 South, Range 29 East, approximately the W3 of said
Section 4, all of said Section 5, E} of said Section 6,
approximately all of sald Section 8, and the NW: of said
Section 17, Township 18 South, Range 29 East are concerned,
the inclusion of said tracts as being within the limitts of.
said field is tentative and subject to later determination.
Subsequent drilling operations also may disclose that
tracts adjacent to the present limits of said field as
defined herein may properly be included in and designated
as a part of the field.

S. 1In said field are approximately 160 producing

wells of which number approximately 30 are what is inown as




marginal wells, or wells which now are not capable of

producing the amount of oil ordinarily allotted to wells
within the field. Not all of the said marginal wells were
marginal in character at the time of completion but have
become such by decline in productive capecity from various
causes since completion, |

4, The discovery weil in the field was drilled
some two years ago but the first production of oil from said
field in considerable amounts was obtained in January, 1940,
at which time the bottom hole pressure in the field averaged
950 pounds. In September, 1940 this pressure had declined
to an average of 737 poupds. The average depth of the wells
i1s from 2500 feet ﬁo 2900 feet, The reservoir energy is
from gas in solution in the o0il, The present allowable
for the field is approximately 6,000 barrels of o0il daily
and it is estimated that approximately 3,500,000 cubic
feet of natural gas is proauced with this oil, This gas is
referred to in this petition as waste gas.

e

The operators in the field through this

m

committee have heretofore caused a survey of the field to be
made by a committee of engineers and such committee has
prepared a complete report of its work, copies of which
will be furnished to the Commission for its information and
files. From such report it appears that the decline in
bottom hole pressure wnich has already occurred, In the

field 1s due to the production of gas from the reservoir




in solution in the o0il produced and that the decline will
continue until the pressure in the resérvoir is so reauced
that it will be necessary to install pumping equivment on
practically all of the wells in the field,

' 6. ©Sald committee of engineers has recommended

to the operators that immediate steps be taken to install

a pressure maintenance system in the field which will
recover the waste gas and return it to the 01l bearing
formaztion under high pressure, and that producing oil wells
be used as input wells for the return of the gas so as to |
avoid the necessity and expense of drilling any wells for
such purposes., In the opinion of such committee the
immediate installation of such a system will prevent to a
considerable degree further decline in the bottom hole
pressure in the field and also will result in increasing the
ultimate recovery of oil in the field approximately one

hundred per cent,

P e S IR VNI ~ ~
veral mee tings have

(o]

7. Thc cperators at s
cénsidered the recommendations of the said committee of
engineers and have authorized this committee to proceed
with the formulation of plans for the installation of the
systein recommended by such committee, Pursuant to such
authorization estimates of the expense of the installation
of the proposed system were obtained and tentative arrange-

ments for the financing of the installatlon were made. At




a meeting of the operators held at Artesia, New Mexico
December 14, 1940 this information was reported by this
commlttee to the operators and thereuuvon the operators
adopted tentative plans for the installation of the system
and for obtaining the necessary funds and for the amorti-
zation of the investment. The principal features of the
proposed plan are:

(a) A corporation will be formed under the laws
of the State of New Mexico entitled “Loco Hills Cooperative
Pressure Maintenance Association, Inc.". Its capltal stock
will be 200,000 shares of no par value. Each operator
Joining in the plan will be issued stock at the rate of
1,000 shares for each producing well. Ownersnip of stock
must follow ownership of wells. Payment for stock issued
shall b e made by assigning to the corporation not to exceed
five and one-half cents per barrel out of the proceeds of
the working interest o0il produced from the well to which the
stock is'appurtenant. After payment in full for the stock
the assessment against the well will be reduced to its
proportiohate'part of the operating expenses of the system.
Additional wells drilled by original subscribers to the
corporate plan will likewise entitle the owner to an issue
of 1,000 shares of stock to be vaid for in the same manner
as provided for present wells, Other operators subsequent-

ly subscribing to the plan will be admitted upon falr and
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equitable terms to be prescribed by the Board of Directors.

(b) Each operator will be reguired to enter
into a contract with the corporation agreeing to deliver to
the corporation all gas produced on nis lease, except such
as may be used for lease operations and to assign by division
order not mo re than five and one-half cents per barrel
from all working interest oil produced from nis lease until
the s tock appurtenant to the wells on the lease is paid for,
OQut of such amount it is anticipated that one cent will be
allotted to operating and maintenance expenses and the
remainder credited on the stock subscription. Working
interest oll will be considered as seven-eighths of the
gross production. If the working interest oil from the lease
is subject to existing liens or contracts which would pre-
vent the assessment to the corporation being a f'irst charge
against the working interest, then proper subordination
agreements must be obtained by the operator from the owner
or holder of such licn or contract.

(¢c) The contract between the operator and the
corporation will obligate the corporation to finance and
install the system and to operate and maintain same there-
after.

(d) Provision is made for submitting the contract
between the corporation and the operators for the approval

of both State and Federnl conservation authorities{




(e¢) The installation of the system is to be
financed by a bank loan made to the corporation at a low
rate of interest which loan will be retired by the corpora-
tion out of the proceeds received from the s tock subscriptions.
An appropriate contract with the bank will be executed by
the corporation,

8. The undersigned counsel for petitioners were
dirécted and authorized by the operators present at the said
ﬁeeting to proceed with the incorporation of the proposed
corporation and the preparation of tne proposed contract
between the corporation and the éperators. At a later
meeting of the operators the form of contract will be sub-
mitted for approval and when finally approved by the
operators will then become the contract which all operators
who participate in the plan will be required to execute,

9, It has déveloped that a number of the
operators have hypothecated considerable amounts of their
future oil runs for the purpose of obtaining developing
and operating capital and that in some cases the operator!s
actual wofking interest is reduced to three-fourths of the
gross production by reason of royalties payable over and
above the royalties to the lessor. Since the proposed
plan imposes the assessment upén all working interest oil
and detines such interest to be seven-eighths of the
gross, sone of the operators will be compelled to pay

the assessment imposed against the overriding rcyalty as




it cannot be expected that the royalty owners will agree
0 the assessment., In consequence a hardsnip will be
imposed upon a number of the operétors by the assessment
and the committee proposes to the Commission that in order
to relieve such situations and also to encourage coopera-
tion on the part of all of the operators in carrying through
the proposed plan, there be re-allocated to the So-called
top allowable wells in the field the back allowable of pro-
duction which has heretofore acecrued from various causes in
favor of marginal wells wnich no longer are capable of
making up such back allowable, It is estimated that the
back allowable which has accrued to these marginal wells is
approximately 137,000 tarrels. In the re-allocation of such
back allowable it is proposed that it be distributed
over a period of not less than ten months and that no de-
duction be made from the State allowable or the future
allowable for the fielgd by reason of such re~allocation.

10. Since the use orf existing oil wells as input
wells wiltl deprive the owner of such well of his allowable °
production of oil for the period during which said well
is so used, it is proposed by petitioners that the owners
of such wells nevertheless be granted the usual allowable
for such well andg that such owner be permitted to produce
such allowable from other wells on his lease, The'engineer-
ing plan contemplates that the input wells will be changed

from time to time so as to etfectively equalize over the
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field the return of the waste gas to the formations.

11, In the said field are two gas wells which
are capable of producing substantial quantities of gas. One
of these wells is the vroperty of R. W. Falr and is located
on the SE;SE} of Section 10, Township 18 South, Range 29
East and the other of said wells is the property of Bassett
and Birney and is located on the NWiSE; of Section 11 in
said Township and Range. These wells are shut in and the
owners and operators of same are willing for the wells to
remalin closed if they can be compensatéd by receiving an oil
allowable for such wells to be produced out of other wells
which the operators own on the said leases, Petitioners are
of the opinion that 1t would be of decided advantage in
maintaining the reservolr energy’in the field if tliese gas
wells shouid not be produced.

Petitioners therefore respectfully request that the
Commission aftér a proper hearing and due consideration
enter its order herein approving in its general aspects the
pr0pdsed nlan for conccerving the reservolir energy in said
field as a proper and necessary plan for the'prevention of
waste and the conservation of natural resources of the
State, and that as a maiter of encouragement to the operators
in said field and in rccognition of the hardships which
may result to some of the operators and to facilitate the
financing of the proposed plan, the Commission authorize
the re-allocation of buck allowable {rom the marginal vells

proposed above herein, and that the Commission specifically




authorize the allowables for the input wells and gas wells

as proposed above herein, ana that the Commission make

such further orders in the premises as may be fair and Jjust
snd eguitable among all concerned. It is further requested
that the order of the Commission in the premises retain
Jurisdiction of tnis matter for the approval of the contracts
between the opérators and the proposed corporation and for
the taking of any and all actlon which may become necessary
or proper in the furtherance of the said proposed plan of

conservation.

AT“”! y
By ‘ ‘ -~

b (/
Atforneys for Petitioners
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CoOMPLETE GEQLOGICAL SERVICE

CHAS. A. ASTON, CHIEF GEOLOGIST

8Box 218, SMiITH, NEw MEXICO

607 Franklin Bullding
OXlghoma City, Oklshoma
December 26, 1940

Hon. Frank Worden
State Land Commissioner
Santa Fe, New Mexico

Dear Mr., Worden:

Just today received from Mr. E. O, Bennett,
Chief Engineer of the Continentsl 0il Com-
pany his supplemental report on the Loco
Hills Pressure Maintenance Project.

Pleage insert this in the report which I
mailed you urder date of December 16th.

Yours truly,

I,

CA:LL, CHUCK ASTON

enc .
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1,0CO HILLS PRESSURE MAINTENANCE PROJECT

The proven acreage of the Loco Hills oil field is ap-
proximately 6,500 acres. The maln producing zone is a sand body
wvhich pinches out to the north, and is somewhat lensing in
character, The sand grains are rounded indicating a lagunal or

shore line deposition,

An analysis of logs and drilling records indicates
the average sand thickness for the pool to be approximately 20
feet. The porosity will average 20 per cent, The connate water
content 1s believed to vary from 15 to 25 per cent., The total
pore space per acre is 31,000 barrels. Deducting 15 per cent
for connate water, the oil per acre at 100 per cent saturation
is 26,400 barrecls. For 25 per cent connate water, the oil at
100 per cent saturation is 23,200 barrels,

The average oil content in place per acre-foot is:

15% connate water 1,310 bbl,
25% connate water 1,160 bbl.

Under conventional recovery methods of flowing and
pumping, the oil produced per acre 1s estimated to be approxi-
mately 17 per cent of that in place. With the low connate
water content, the recovery will be 4,480 barrels. With the
same recovery, the oll produced per well would be 179,200
barrels, With the 25 per cent connate water content, the re-
covery will be 158,000 harrels per well.

The return of all gas available to the producing zone
1s estimated, at a minimum,to double the total oil recoverable
over the life of the field. The expected recoveries per acre
would then be with:

15% connate water 8,960 bbvl.
254 connate water 7,900 bbl,

The estimated normal recovery for the Loco Hills
field under the above average conditlons is estimeted to be:

‘15% Water 25? Water
Normal Recovery » 120,000 5,075,00

Pressure Maintenance 58,240,000 51,350,000

The recoveries under pressure maintenance will be
proportionately higher in Loco Hills than in many other pools
on account of the extremcly wide spacing,

From results obtained with pressurc maintenance oper-
ations in existing pools, 1t 1s believed that the maximum
ultimate recovery of Loco Hills under proper control and oper-
ation may excced 80,000,000 barrcls. '

EQ R
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CoMPLETE GEOLOGICAL SERVICE
CHAS. A ASTON, CHIEF GEOLOGIST

Box 218, SMITH, NEwW Hexico

607 Frenklin Building
Oklahoma City, Oklahom
December 27, 1940

¥r. A. Andreas, State Geologist
Santa Fe, New Mexico

Dear Andy:

Enclosed find the report made by
E. 0. Bennett, Chief Engineer of
the Continentsl 0il Company,on the
Loco Hills Pressure Maintenance
Project.

Please insert this supplemental
report in the report which T mailed
you.

x? truly,

._/7
CAsLL : CHUCK ASTON

enc.,




LOCO HILLS PRESSURE MATNTENANCE PROJECT

The proven acreage of the Loco Hills oil field is ap-
proximately 6,500 acres., The main producing zone is a sand body
which pinches out to the north, and is somewhat lensing in
character. The sand grains are rounded indicating & lagunal or

shore line deposition.

An analysis of logs and drilling records indicates
the average sand thickness for the pool to be approximately 20
f'eet., The porosity will average 20 per - cent. The connate water
content 1s believed to vary from 15 to 25 per cent. The total
pore space per acre is 31,000 barrels, Daoducting 15 per cent
for connate water, the oil per acre at 100 per cent saturation
is 26,400 barrels. For 25 per cent connate water, the oll at
100 per cent saturation is 23,200 barrels,

The average oil content 1n place per acre-foot is:

15% connate water 1,310 bbl.
25% connate water 1,160 bbl.

Under conventional recovery methods of flowing and
pumping, the oll produced per acre 1s estimated to be approxi-
mately 17 per cent of that in place. With the low connate
water content, the.recovery will be 4,480 barrels. With the
same recovery, the oll produced per well would be 179,200
barrels, With the 25 per cent connate water content, the re-
covery will be 158,000 barrels per well,

The return of all gas avallable to the producing zone
- 1s estimated, at a minimum,to double the total oil recoverable
over the l1life of the field. The expected recoveries per acre
would then be with:

15% connate water 8,960 bbl,
254 connate water 7,900 bbl,

The estimated normal recovery for the Loco Hills
field under the above average conditions is estimated to be:

15% Waier 25% Water
Normal Recovery 29,120,000 25,675,000

Pressure Maintenance 58,240,000 51,350,000

The recoveries under pressure maintenance will be
proportionately higher in Loco Hills than in many other pools
on account of the extremely wide spacing.

From results obtained with pressure maintenance oper-
ations in existing pools, it 1s belleved that the maximum
ultimate recovery of Loco Hills under proper control and oper-
ation may exceed 80,000,000 barrels,

.~ ..
i/bi',ct:%fi\
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COMPLETE GEOLOGICAL SERVICE
CHAS. A, ASTON, CHIEF GEOLOGIST

Bbpx 218, SMiITH, NEW MEexico

607 Franklin Building
Oklahoma City, Oklshoma
December 26, 1940

Mr. Carl Livingston
State Land O0ffice
Santa Fe, New Mexico

Dear Carl:

Just +todey received from Mr. E. O, Bennett
Chief Engineer of the Continental 0il Con-
pany his supplemental report on the Loco
Hills Pressure Maintenance Project. Please
ingert this in the report which I mailed
you under date of December 16th.

Yours truly,

CA:LL CHUCK ASTON -
enc,




LOCO HILLS PRESSURE MAINTENANCE PROJECT

The proven acreage of the Loco Hills oil field is ap-
proximately 6,500 acres, The main producing zone 1s a sand body
which pinches out to the north, and is somewhat lensing in
character. The sand grains are rounded indicating a lagunal or
shore line deposition.

An analysis of logs and drilling records indicates.
the average sand thickness for the pool to be approximately 20
feet., The porosity will average 20 per cent. The connate water
content is belleved to vary from 15 to 25 per cent. The totel
pore space per acre is 31,000 barrels, Deductling 15 per cent
for connate water, the o0il per acre at 100 per cent saturation
is 26,400 barrels., For 25 per cent connate water, the oil at
100 per cent saturation is 23,200 barrels,

The average oil content in place per acre-foot is:

154 tconnate water 1,310 bbl,
25% connate water 1,160 bbl.

Under conventional recovery methods of flowing and
pumping, the oil produced per acre is estimated to be approxi-
mately 17 per cent of that in place, With the low connate
water content, the recovery will be 4,480 barrels., With the
same recovery, the oil produced per well would be 173,200
barrels, With the 2% per cent connate water content, the re-
covery will be 158,000 barrels per well.

The return of all gas available to the producing zone
is estimated, at a minimum,to double the total oil recoverable
over the 1ife of the field, The expected recoveries per acre
would then be with:

15% connate water 8,960 bbl,
25% connate water 7,900 bbl,

The estimated normal recovery for the Loco Hills
field under the above average conditions 1is estimated to be:

164 Vntor 259 vatex

Normal Recovery 55,120,000 25,675,000
Pressure Maintenance 58,240,000 51,350,000

The recoveries under pressure maintenance will be
proportionately higher in Loco Hills than in many other pools
on account of the extremely wide spacing.

From results obtained with pressurc maintenance oper-
ations in existing pools, it 1s believed that the maximum
ultimate recovery of Loco Hills under proper control and cper-
ation may exceced 80,000,000 barrels,
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PROOF OF PUBLICATION

STATE OF NEW MEXICO .s
County of Eddy :

Lia Jblt

Q. ,IV ,BWbemg duly sworn deposes and says that he is the/j))!blyﬂwr

of THE ARTESIA ADVOCATE, a newspaper published in Artesia, Eddy
County, New Mexico, that the notice y;/ for Publiczcation

a copy of which is hereto attached was first published in said newspaper

in its issue dated o, v, 20, 1¢4C,

and was published in the weekly issue of said newspaper, and not in

any supplement, thereafter for the full period of one onl N con-

secutive weeks, the last publication thelj‘eof being in the issue dated
Nov, 28, 1240,

N . Not’ary Public
My Com,mésicn Expires December 23, 1945

Publishers Feeq7t6’ & ?/

ey

NOTICE FOR PUBLICATION
STATE OF NEW MEXICO
OIL CONBERVATION

’ COMMISSION

The Oil Conservation Commis-

sion, by law invested with juris-
diction as the oil and gas regula-
tory body of the State of New
Mexico, hereby gives notice of the
following public hearings to be
held at the Capitol, Santa Fe, New
Mexico:
CASE NO. 23

The petition of the Operators’ }

Committee for the o rntors in
the Loco Hills Poo Eddy
County, in: connection thh the
proposal of a collective mm‘g
maintenance program for

Pool, for an order from the Com-
mission permitting a ten cent
increase over and above nor-
mal allowable for each month
until the principal investment
in said - pressure maintenance
program has been amortized; the
production of the monthly al-
lowable of wells selected as in-

- put wells . from’ another well or|
by. the operator;|.

wells owned
‘preferably on the same bdaic
lease, in order to preclude the

penalizing of operators whose|
wells are used as input wells— |
fthhu aln’rderence to tl}:: :
ollowing we pro ;
air-Buhnrd ;

50 used: R,
- No, 6, and Baasett &‘Birnoy No.
GB-State “This case is set for
2:00 P, M., Deecmber 11, 1840.
CASE N(
The pe ﬁau R. W. I"sn',
i?:i'tcﬁ{m’ Hw}: Fod i
s - ‘v
Sidney Johnson and Anne Frank-
in, for a location for s well !or

82, T. 17 8, R. 30 e (Loeo
Hills), for

apomtdo:exhofhebonnduyi

line of said d0-acre tract than
present rules of

is permitted by
thé Commiuwn. “This case is set |

icr 9:00,'A. M., December 12,

mvonundcrﬂzouﬂ‘it

ha.uw«-uia-. as

?texieo on’ ﬁwomhr zs‘x&o“
AblL conservATION
coms%xon

By (Sgd). FRANK WORDEN |
Commiasiéner of Public Lands
By (Sgd.) A. ANDREAS
State Geologist. 48-1t :

et i v T A o G 4 e e,




NOTICE ¥FOR PUBLICATION
. "STATE OF NEW MEXICO

X OIL. CONSERVATION 7 S
i COMMISSION :

i ‘The OH Conservation Commis-

slon, by law invested with juris-

* L . [ ]
diction 53 the oil and gas rogula- Affidavit of Publication
Mexico, hereby gives notice of the
fsllowing public hesrings to be held

al the Capitol, Sania Fe, New State of New Mexico,
‘Mexico: .
Cass No. 23, ' i County of Santa Fe

The -petition of the Operatars':
Committee for the operators in the
.Loco Hills Pool in Eddy County, in { g

e e s

Econnecﬂon with the proposal of a

ey é{/ ............... , being first duly sworn,
ective pressure maintenan -
lgram forp:m po:i' tor m""’of.’d’;’, declare and say that [ am the (Business Managfr) (Bditer) of the.,J 0'7;(?._/

from the Commissi . . P
ten peér ‘cer?t !ncreaseon pgrz;;l::ingng M%W ....... —; a daily newspaper, published in the English

s:m#mg’;:th ﬁ;meigﬁ;;:{:l {g“ Language, and having a general circulation in the City and County of Santa Fe, State cf

::stmem; in ,s&k!h”press“re main- New Mexico, and being a newspaper duly qualified to publish legal notices and adver-
natce program been amortiz- . . . _

ed; the ];mducﬁon of the :':tlmthly: tisements under the provisions of Chapter 167 of the Session Laws of 1937; that the

:1:"11‘:‘?:%;’ x&;l";ﬁd :r‘" ‘331‘;:‘ publication, 2 copy which is hereto attached, was published in said paper once each week
g:ﬂfge bsy;mt?eb&%ecmlgrse,p?nkggg for ... e Lo consecutive weeks, and on the same day of each week in
rtoxl?sm;ll?gsee 3‘5:;%5 : fnp;:; the regular issue of the paper during the time of publi;ation, and that the notice was
‘wells—with special reference to the published in the newspaper proper, and not in any supplement, once each week for
m’%$mmm gﬁ i [ Lo weeks consecutively, the first publication being on the

and Basselt & Birney No. §B-State.
This case is set for 2:00 P. M., De-

?éﬂ/ day of , 19..%..2._., and the last publica-

.................................................................... ¢ 19...........; that payment

cember 11, 1940, tion on the
Cass Na 24 for said advertisement has been (duly made), or (assessed as court costs); that the un-

mpeﬁumotnsgéugg.sertc_ d in e
Aston, Charles &, " o ersigned has per . . e
A. Halch, J. R. Cole, Sidney John- gn personal knowledge of the matters-and.things set forth in this affidavit.
son and Anns Pranklin, for a lo-
cation for s well for oll and gas
in - the - northv-est corner of the
NE%SWY%, Section 33, T. 17,8, R.
---------- {30 E., (Loco Hills) for struetu{‘:l 2
! " -
bumdéy‘;in: ‘soﬁ cmrmwmct ____________ Subscribed and sworn to before me, this. . & 5&4
than is permitted by present rules
of ths Commission. This case is sel
for 9:00 A. M, Decemnber 12, 1040, |-
Case No. 21-B (Gss-Oil Ratlo). L %

Manager.

The of a final gas-ollF~ .
ratio order for the producing fields At
. |in ®Bddy County snd ‘other areas Notary Publi.
Receivdin New Mexico except Lea County, V
Tecrssed in Csde No. 21.from the My leJmmission expires

ring of August 20, 1940, to No-. | i s
g D Doy 15, 1940, and’ BoOV nesra at--—— ) poe o SIS
' sald latter date, is now set for. A ’
By \for 9:00 A. M, December 12, 1940.
'2:00 P. M, o
- Any person having any interest .
i the subject of the sald hearings.
“shall be entitied to be heard.
“Given under the seal of sald
Commission at Santa Fe, New Mex-
ico, on November 25, 1940,

OIL CONSERVATION
COMMISSION.
. By Frank ‘vorden,
" " Commissioner “of Public
‘ .. Lands. . ‘
v . By A. Andreas,
State Geologist.
©(SEAL) .
Publish Nov. 26, 1040




B

Affidavit of Publxgrtion

State of New Me\:ico,
County of Eddy, ss

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

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

.................. November.. 27......., 19.48
........................................................ , 19
........................................................ , 19.....
........................................................ , 19.....
that the cost of publication is $..8.016

and that payment therefor has been made
and will be assessed as court costs.

/s

Subscribcd 'md s@orn to éfire me this
.......... D.g day of M 1?-‘-

r,.__ll - € o

Noéary Public. {

A=y

..

My commission expires ...z ..t

(Published Nov. 27, 1340y
HOTICE,«‘R}R PUBLICATION
STAT:E NEW MEXICO
Oll. CONSLRAYATION COMMIS.
cadN

The Ol Conservation Commis-

sion, by law invested with juris-

sl .
diction as the oil and gas vegula-

Tury body of the State of New

Mexivo, hereby gives notice of the
following public hearings tfo be
held at the Capitol, Santa Fe. New
Mexico:

CASE NO. 23

The petition of the Operators’
Commitiee for the operators in the
Loco Hills Pool in Eddy County,
in-connection with the proposal of
 collective pressure maintenance
program for said Pool, for an or-
der from the Commission permit-
ting a {en percent increase over
and above the normal allowable
for each month until the principa]
investment in said pressure main-
tenance program has been amor-
tized; the production of the month-
iy 'mowable of wells selected as
input wells from another well or
wells owned by the operator, pre-
ferably on the same basic lease,
in order to preclude the penalizing
of operators whose wells are used
as input wells—with special vefer-
ence fo the following wells pro-
posed fo be so used: R. W. Fair-
Brainard No. 6, and Bassett & Biv- .
ney No. 6B-State. This -casc is
set for 2:00 P. M., Decermnber 11,
1940. .
CASE NO. 24.

The petition of R. W. Fair, Bert
Aston, Charles A. Scheurich, Carl
A. Hatchli; J. R. Cole; Sidney John-
son and Anna Franklin, for a loca-
tion for a well for oil and gas
in the norlhwes. cormer of the
NEY SW3;, Section 32, T. 17 S,
R. 30 E,, tLoco Hills), fm st uctux-
al reasons; at a pomt closer to the
boundary line of said 48-acre fract
than is permitted by present yules
of the Commission. ‘This case is
set for 9:30 A. M,, Dccember 12,
1940, -

CASE MO 210 (Gas-Oil FHatiol

The adoption of a final gas-oil
ratio ovder for the producing
fields in Eddy Couniy and othcr
areas in New Mexico except Lea
County, vecessed in Case No. 21
from the heaving of August 29,

11940, to. November 15, 1940, and

not heard at said latter dale, is

;. now set for hearing on December
. 12,°1940, at 2:00 P. M.

Any person having any inteir-
ost in the subject of the said hear-

—ings shall be entitled to be heavd.

Given under the secal of =aid
Commission at . Santa Fe, Npw
Mexico, on November 25, 1940.
OIL CONSERVATION COMMIS-
SION.

By (Sgd.) FRANK WORDEN,

Commissioner of Public Lands.

By (Sgd) A, ANDREAS, State
Ingist.,




NOTICE FOn PUBLLCATLOW
l ;lil‘ \/f ?:‘_m Al[‘_', 1 ‘O

OIL LONuEHVATIOf LOMMTESTON
The 0il Conservation Ueomuission, by law invested witn jurisdic-
tion as the oil and gas regulatory pody of the State of New iexico,
hereby gives notice of the following public hearings to be held at

the Capitol, Santa Fe, New Hexico:

case No. 3.

The petition of the Qperators! Committee for tne
operators in the Loco Hills Pool in Eddy County, in connec-
tion with the proposal of & collective pressure maintenance
program for said Pool, for an order from the Commission
permitting a ten vercent increase over and above the normal
allowable for each month until the principal investment
in said pressure mainternance program has been amortized;
the production of the monthly allowable of wells selected
as input wells from another well or wells owned by the
operator, preferably on the same basic lease, in order to
preclude the penalizing of operators whose wells are used
as input ‘wells -- with special reference to the following
wells proposed to be so used: R. ¥W. Fair-Brainard #6, and
Bassett & Birney #6B-State. This case is set for 2:00 P. il.,
December 11, 1940.

Case No.« 24.

The petition of R. W. Fair, Bert Aston, Charles A.
Scheurich, Carl A. Hatch, J. R. Cole, Sidney Johnson and
Anna Franklin, for a location for a well for oil and gas
in the northwest corner of the NE;SW%, Section 32, T. 17 5.,
R. 30 E., (Loco Hills), for structural reasons, at a point
closer to the boundary line of said 4O0-acre tract than is
permitted by present rules of the Comnission. This case is

- set for 9:00 A. M., December 12, 1940.

Case No. 21-B (Gas-0il Ratio).

The adoption of a final gas-oil ratio order for the pro-
ducing fields in Eddy Lounty and other areas in New Kexico
except Lea County, recessed in Cuase No. 21 from the nearing
of August 29, 1940 to Novembez 15, 1940, and not heard at

said latter date, is now set for neaving ou December 12, 1940,

LA A S e A A A

at 2:00 P, M.

Any pevson having any interest in the subject of the said hearings

sh&ell be entitled to be heard.

Given under the seal of sald Commission at Santa te, lNew Mexico,

on Noveuwber 25, 1940.

Olu CONSELGVATION COMMISSION

Bﬁ&éélﬁL¢4/¢éllﬁl)131,e*iLJL/&\,/_

Commissioner of Public Lands

s
‘B)’_@ ‘//'2"”0//;,\ et N

State Geologlst
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ADDRESS ALL COMMUNICATIONS TO SECRETARY

. , .
EMERY CARPER Loco Hills Operators’ Committee
CHAIRMAN GENERAL COMMIYTEE MARTIN YATES JR
BERT ASTON TE ) ME >
CHAIRMAN EXECUTIVE COMMITYEE AR] [“SIA’ N}‘“" AIP‘XIC() c- M. POPE' IR
HUGH JOHNSON

FRED BRAINARD

SECRETARY

October 30 1940.

State Conservation Commission,
Santa e,
N ‘IVI .

Gentlemen;

Whereas, the Loco Hills Operators, in duly
assembled meeting, believe that a pressure maintenance
program 13 the ultimate in conservation, and whereas,
they propose to enter into a collective pressure mainten-
ance program for the Loco Hills Field, now, therefore,
through their exegutive committee, we respectfully
petition the New exico 011 Conservation Cormission for
a hearing, at an éarly date, on the following 1ssues,
which have arisen in regard to the yrogram,

1. We respectfully ask & ten percent increase
over and sbove the normal allowable for each month, until
the principle investment in this program has been amortized.
Such a request is necessitated by the fact that many of the ope-
rators have been financed on such a basis that assignments
of income have been mede to mortgagees which will preclude
the participation by the involved operators in this
project, otherwise, Sucj and increase in allowable should
prove to be an incentive toward additional conservation
orograms of this type in other Hew ™exico Fields.

2. We respectfully ask a reallotment of allowables mon-
thly assigned to input wells.In order to avold penalizing
operators whose wells are sélected for use as input wells,.
it is belleved that an operator should be compensated by
pevmitting him to prodxce the allowable monthly assigned to

uch -vvl.a., from anothor well or wolls cwned ‘Jy the oper raton 3

prefevable on the sume basic lzase,

3. It 1s mutually satisfactory and is hereby
recommended by the unoco Hills Operators, that the operators
ovning two gas wells, that is, R.W. Fair- Brainard # 6,
% Degsett & Birney, #6B State, be compensated for keeping
seld wells shut in, by permitting them to produce an allowuable for
each gas well, prorated from other wells, preferably on the same

basic lesse,

Yours very truly,

uoco ‘Hills vuperators ?ommitt g8 >

Ry S
y’;;cd ratnsr Sec.




CASE NOo 28
Meoting of looo Hills Tield Operators held Dec. 11, 1940
st La Fonda Hotel in Santa Fe
Yioved by Hugh L., Johmston, seoonded by Lam Senders, that the Operytors of
ths Looo Hills Fisld in Eddy Coumty withdraw from the petition heretofore filed
request mmbered 1, asking for ten per oent inoresse in allowable from seid
fisld to ameertize the sost of imstallation of & pressurs maintemsnoe program
in said fisld, and that trere bo substituter therefor the following:
l¢ That all underproduction of marginal welle in the lLooo Hille Fisld of
Eddy County, heretofore or hereafter acerved, be reslioocated to the top
allowsble vells in said field, on the basis of an incresee of ten por oent to
saoh top allowable ‘wollr, over and above the rormal all owrble to said well, saild
insreass in allowble to ombinue from month to mofth until all suwsh underw
produstion or "shortage" of said marginal wells shall have hesn made upj and that
& produwtion test be made monthly of all wells in said field, under the
supervision of tle Commission to determine which wells in said field are top
allomitle wills and which wells are margimml wells,
Motion earried by unanimous vote.
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CASIL T 04 23

BETORYE THY CIL CONSFRVATTON COMVISSTON OF THE
SWAT O MW W00

DECEEBER 11, 1940

et

IL‘

Name Direct  Cross

Aston, Bert 4
Aston,Charles 7
Hanson,Frnest A, 13
Franklin,Viirt 17




CAS!. NO. 25

BEFORI THE OIIL CONSERVATION COMMISSION
OF THE RITATYE OF NIW MEXICO

THIS PETI@ION OF THE OP-RATORS' COMMITTEL FOR THIS OPERA-
TCRS 11 THR® LOCC HILLS POOY N EDDY COUNTY, XN CONMECTION
WITH THE PROPOSAL OF A COLLECTIVE PRESSURE MA[NTENANCL
PROGRAM FOR SALD POOL, PFOR AN ORDER FROM THIS COMNI (SION
PHRIITTING A TEN PER CENT INCREASE OVER AND ABOVL THE
NORVKAT, ALLOWABLE FOR UFACH MONTH UNTIT, THE PRINCIPAL IN-
VESTMINT IN SAID PRESOURE MA:NTENANCE PROGRAD HAS DBREN
ANORTIZED; THE PRODUCTION OF THE MONTHLY ATLOWARLE OF
WELLS SELECTED AS INPUT WELLS FROM ANOTHER WELL OR Wills
OWNED BY THE OPERATOR, PRIFERABLY ON Tl SAML BASLIC Loabo,
IN ORDER 10 PRECLUDE THic FRNALIZING O OP-RATORS WHOSK
WELLS ARE USED AS IRPUY JELLS -« WITH SPUCIAL RUEFHERENCGE TO
THE FOLIOWING WELLS PRCPOSED TO i SO USEDs R, . PAIR-
BRAINA D NO. 6, AND BASSKTI & BIRNEY No. 6B-STATH.

TRANSCRIPT Ojf PROCELDINGS AT HEARING IN
THE CITY HATL BUILDING
SANTA FE, NEW MEXICO
DECEMBER 11, 1940

Pursuant to order of the Commission, duly made and

entered, setting December 11, 1940, at two o'clock P. M., for

hearing in the above entitled matter, said hearing was convened

at two o'clock P. M. of December 11, 1940, in the City Hall Build-

ing, Santa Fe, New Mexico, the Commiasion sitting as follows:
HON. FRANK WORDEN, Commissioner of Puyblic Lands, Secrotary
HON. A. ANDREAS, State Jeologist, Member

HON, CARL B. LIVINGSTON, Attorney for the Commission.
APPEARANCES:

NANE COMPANY ADDRESS
Chas,.A.Aston - Aston & PFair Smith, N.lM.

Wirt Franklin Anna ¥ranklin Ardmore, Okla.
C. A. Scheurich " " Clovis, N.li,

G. He Card Stanolind Ft. Worth, Yexas
Ed. Downing Nagnolia Pet. Co. Kermit, Toxas
Edgar Xraus Atlantic Rfg. Co. Carlsbad, N.M.
D. R. McKelthan Philllips Pet. Co. Bartlesville, Okla.
C. A, Daniels " " h Amarillo, Texas
Glenn Staley Proration Office Hobbs, N. I,

A, B, Willig The ‘'exas Co. I't. Worth, Texas
Carl A. Hatch Attorney Clovis, N.MN.
Bert Aston Smith, N. .

The hearing was called to order by Mr. I'rank ‘orden, who

thereupon requested Mr., Livingston to read the call of the hearing

as followss

INOWPICK 'R PUBLICATION
STATEHOK NEW MEXICO
017, CONSFRVATION COMMISSION

The 011 Conservation Commission, by law inveated with

R R et &g%m&sg'm&ﬁﬁ %




Jurisdiction as the oll and gas regulabory body of the
3tate of New Mexico, hereby gives notlce of the following
public hearings to be hald at the Capitol, Santa l'e, New
¥exicos

Case No, 23.

The petltion of the Operators! Committee for
the operators in the Loco Hills Pool in lddy County,
in connection with the proposal of a collective
pressure mgintenance program for said Pool, for an
order from che Commission permitting a ten percent
increase over and above the normal allowable for each
month until the principal investment in said pressure
maintenance program has been amortized; the production
of the monthly aliowable of wells selected as input
wells from another well or wells owned by the operator,
preferably on the same basic lease, in order to pre-
clude the penalizing of operators whose wells are used
as input wells -~ with special reference to the follow-
ing wells proposed to be so used: R, W. l'air-Brainard
No. 6, and Bassett & Birney No. 6B-State. This cage 1is
set for 2:00 P, M., December 11, 1940,

Any person having any interest in the subject of the said
hearings shall bs entitled to be heard,

Glven under the seal of said Commission at Santa T'e, New
Mexico, on November 25, 1940.

OX1, CONSERVATION COMELOSTON

By (Sgd.,) FRANK WOKDEN
Commissioner of Public l.ands

By (Sgd.) A. ANDREAS
State Geologist."

BY MR, WWORDEN: The Commission is ready to proceed now with the

evidence.

BY COL., J. D. ATWOOD: Mr, Chairman, I desire to be entered as
attorney of record of the Loco lills Operators! Committee,
We reguesi permission of the commission to presont witnesses
and testiﬁony in support of the request which has been hereto-
fore filed with the Commission, Before proceeding with the
hearing, [ desire to read into tho record a motion adopted
by the Operators! Commititee at a meeting this forenoon, the
effect of which is a withdrawal of the first paragraph of the
petition, and to substitute therefor a different request.

~With the permission of the Commission, I will read this:

"Moved by Hugh L. Johnston, seconded by Sam Senders,
that the Oporators of the Loco Hills ileld in jiddy County
withdraw from the petition heretofore flled request numbered
1, asking for ten per cent increase in allowable from said
fleld to amortize tho cost of installation of a pressure

-2-
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maintenance program in said field, and that there ve sub-

stituted therefor the following:
L. That all underproduction of marginal wells
in the Loco Hills Fileld of lddy County, heretofore
or hereafter accrued, be reallocated to the top
allowsble wells in said fileld, on the basis of an
increase of ten per cent to each top allowable well,
over and above the normal allowable to said well, said
inerease in allowable to continue from month to month
until all such under-production c¢r !'shortage! of said
marginal wells shall have been made up; and that a
production test be made monthly of all wells in said
field, under the supervision of the Commission to de-
termine which wells in said fleld are top allowable
wells and which wells are marginal wells,
Motion carried by unanimous vote,"
I would also request permittion to introduce two members of
the Bar, one from Oklahoma and one from New Mexico, Senator
Carl Hateh, of Clovis, and Wirt Franklin, from Cklahoma City.

BY MR. WORDEN: Did I understand, in your reading, this increase
would be added to the top allowable wells and not to the others?

BY COL. ATWOCD: The marginal wells cannot make what is allocated
to them, so they can't make it up in the future., Instead of
asking for an increase In allowable to, in effect, amortize
the investment., While this would not do 1it, the one hundred
to one hundred and fifty thousand barrels, it would not go
very far toward financing the investment, it would be that
much, This would be a conservation measure,

BY MR. ANDREAS: 1In other words, it 1s oil that has been allocated
to wells that could not‘produce it anyway?

BY COL. ATWOOD: 1In some cases, It arises from different causes, In
some cases the well could have made top allowable except for
pipe line proration, and so they have declined so that they
cannot make it up now. In other cuses the wells failed to
meet expeotations, the producer belisving he was going to
make 1t, and d4id not; and in other cases { erc were mechanical
difficulties and shut-dovms. and this applies only to accumu-
lations credited to marginal wells, Thore will not be very

much of that in the future, baranse when the wells aorc chogksd

up now, under this sugprestion here, that would determine what

i1ts actual capsclty is, and you would have in the fulture only

mechanical lapses or unexpected decline in marpginal wello,
' -Sw




As I understand, take a marginal well, when it acquires the

identity as such, and you give what it will aétually molze,

and that 1s edded on the amount for the top allowalbe well,
That is the plan. You would not be tal'ng anythin: away from
the owner of a marginal well., They fesl, if they rel the re~
pressure syshtem in, they will get nore benefit from it than

the top allowable well; they really have more at stake. They
will tax themselves to pay for the improvement., 4 hc operators
propose to tax themselves so much a barrel. The marpinasl well
will only pay what 1t actually produces. That will again

require an accurate check,

BY MR. WORDEN: Do they have figures segregated for the back allow-

able, whether it is due to pipe line or mechanical trouble?

BY COL. ATW0ODs I don't think they have. I think the committeo

BY

> D O = O

O

has some figures, showings the figures on bvack allowable and

top allowable, In the case cf top allowable, the back allow=-
able is not due to the pipe lines -~- some of 1t is due to
shut-downes, or something that has prevented that woll toing

on full production part of the time. That has accumulated, and
when the pipe line company can take that, thalt can still be
run, I don't think any attempit,- any report has been made by

the operatora to show 1t was due to one cause or another,

MR, WORDEN: Procesed.

BERT ASTON,
being callad as a witness on behalf of the petitioners, and
being first duly sworn, was examined by Col., Atwood, and

testified as follows:
‘ DIRECT 15xANINATION

State your name, please,

Bert Aston.

there do ydu reside?

Smith, New Mexico.

Where is that?

A wide highwéy out of Artesia, 24 milos,.

What is your business?




&
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A
BY MR. WORDENt Of the U, S. Geological Survey?
-5e

0il business, production,

In what companies, ard so on, are you interested?

The ranklin Petroleum Corporation and Aston & Fair.

liave you any connection with the Ioco Hill Operators Committee?
Chairman of the Executive Committee,

State briefly to the Commission what your ecommittee proposes
to do with reference to a pressure aintenance system, re=-
ferred to in thelr petition on flile?

After an exhaustive study by a committee of engineers, seleocted
by the Txecutive Committee, consisting of five oulstanding
engineers of Southeastern New Mexico, we try, on the grounds
indings, U6 put back into {he fowvmation ulil ol the
gas as 1t was taken from the Loco Hill field,by the method of
compressing and foreing 1t back into thoe formations That
report revealed to us that the fleld was probably adapted to
that sort of a conservation measure, and we realize, from
their report, that our bottom hole pressure is dangerously
near the point atkwhich the gas could come out of solution,
As it so happens, the gas is £1most one hundred per cent in
solution, and the results obtalned thereby, would, in our
opinion, be good., The committie feels it 1s a true con-
servation measure,

Have your plans reached a point where finances for the system
have been arranged?

We have the program entirely outlined. I understund from the
consulting engineer, who is E, A, Bennett, Chief Inpineer rfor
the Continental, acting as consulting engincer, and 1 am ad-
vised he has gone so far as to have the plans even to the
point of asking for bids on equipment out. As to the finances,
we have consummated a tentative plan for the cash to put the
rlen in immediately.

Going back to your reference to the engineering commjittee

who have made the survey of the fileld, who composes that
committee?

My son, Chuck Aston, Mr, Keeler, Mr., Staley and MNr. DBarnett --




A

Of the U. 5. Geological 3urvey.

BY FR. JORDEN: Mr, Staley is the proration umpire?

a
H

Rivnht -=- and kr. Harvey Gates.

BY COL. ATWOOD:

Q
A

Have t hey prepared a report?

They have, a very complete one.

BY COL., ATWOOD: I might state to the Commission, it has not yet

&

A

reached the point where coples can be furnished, The original
is avaeilable, and they propcse Lo furnish you copies to retain
in your flle,

In general, what does the plan contemplate?

The plan contemplates the immedlate installation of 1000 to
1200 horse power unit, being a battery of compressors, to be
installed centrally in the field, The field is long and
narrow, The central location malkes it advantageous from the
standpoint of a gathering line, and to use wells which have
already heen drilled, as input wells, and getbering through

a gathering system all the gas as it comes from the various
traps throughout the field, gathering from atmospheric pressurs
from ten to twenty-five, depending on the well, In addition
we will probably pick up sddition gas, a million feet. The
1000 to 1200 horse power unit wlll handle about four million
feet, and the original socurcss of gas,-- some are in our own
field, there will Te approximately three million fecet, we
anticipate, ultimately, and we will pick ﬁp an additional
million feeot throush the res arcﬁ, and reé-inject it, ualong wiih
our own gas, into the formation.

In short, you propose to stop the waste of pas, recaptuve gas
as it escapes with the oil, and return it to the reservoinr?
That is correct,

What can you tell the Commisslion with refarence to the attitude
of the operators generally in the pool?

Iheir indorsement of the plan has been 100%.

That is, all operators --

(Interrupting) We have had & number of meetings., At Lhose

meetings every time, the operators have been there or are re-
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presented by some representative, and that representation has

veted unsnimously in every case,
Q How will the investment be amortized?

The amortization basis of the plan 1s & five cent tax per barrel

on every bar:el saved and marketed.

Q That does not contemplate a tax on state royalties and federal
royalties?

A That will be on the working interests.

G ¥Who will own the plant? ’

A The operators -« it will be a cooperastive,

Q As the investment 1s retired, the plant will st1ill continue to
operste, and be owned by the operators in the field?

A Absolutely.

Q Is there anything further you wish to state,

Nothing further,

YWltness dismissed,

BY COL. ATWOOD:t Gentlemen of t e Comuission, any witnoess we pro-
duce; of coursge you understand that any person present may

‘question them,

BY MR, WORDEN: - Anybody present wish to ask this witness any

questions?

CHARLES ASTON,
being called as a witness on behalf of the operators! and
being first dﬁly sworn, was examined by Col. Atwood, and

testified aé foilowsz
| " DIREGT TXAMINATION

State your name,
Charles Astone
Q “here do you reside?
4 Smith, New Mexico.
8] What b siness are you cngaged int
A Consulting geologist.

What education have you had %o fit you for that occupation?

A I attended Oklaghoma University.
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What is your connectlon with the Loco Hills‘Operutors Com-
mittee?

I was retained by them to make a preliminary survey.

You were employed b~ the engineers committee testified about?
Yes, sir,

What, generally, 1s the location of the Loco Hills Pool?
Township 18 S,, ‘‘anges 29 and 30 FEast, Eddy County.

About how many wells are there in the field?

Approximately 160,

then was the first well drilled in?

Pecember, of 1938,

Is any considerable portion of this pool privately owned lengd?
Not a considerable portion, There is a very small portion of
fee land,

How much is state land?

About 25%,

And the remaindenr?

Federal land.

Govered by tederal leases?

That is right.,

what 1is the usual depth of wells?

- Hanging from 2500 to 2900 fee®,

Ts there more than one pay strata?

ﬁot in the Loco Hills proper. However a lower pay zone ia
found ir the nort west part of the field,
What 1s the average thickness of the pay?
Approximately 20 feet.

What is the type of oil-pgas reservoir?

It 18 we ==

Perhaps my question is not framed properly.
Is this a gas drive or a water drive field?
Gas drive,

There is some water?

There is some water present, It has been proven to be pocket

water,

Is it correct to state that water pressure cannot be depended

8w
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upon to maintain reservoir pressure?

That is true,

Pre:sure now comes fron the gas?

Yes, sir,

You have Just heard your father state the gas is almost one
hundred percent in solution in the oil?

That is true.

However, there are some ras caps in the field that are not in
solution?

There is what is known as the local gas caps, on the lower side

of the structure, they have been proven by analysis and cor-
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rel-tion to be in the same stratigraphic
slde of the stratigraphlc tract, and for that reason must be
very local in character,

But the largest proportion is in solution in the o1l?

Yes, sir.

And 1t 1s impossible to produce the o0il without producing the
gas?

Yes, sir,

Yihat becomes of the gas produced in the 0il1l?

It 1) wasted in the air.

The allowable basis at present is how much?

Approximately slx thousand barrels per day.

And how much gas. appreximately?

350000 cubic fest,

That is gone, never to return?

That 1s true,

Is 1t the plan here to recapture that gas and return it to

‘the reservoir?

That 1a true,

That is the 1dea of the pressure ggstem, Your engineering
committee made -~ I will ask you this first: What is the
gas-01il ratio?

On an average it is 512 cubic feet per barrel,

That 1s not in any way a hligh ratio?

No,ybutxa few wells are highe. That is t:e average,

-9-
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Has your engineerin;; commilttee ascertained any facts with
reference to the bottom hole pressure? What was the bottom
hole pressure, on an average, when you first cpened the ield?
The original pressure was 950 pounds.

Yhat 1s it now?

In September, 1940, on a comnlete survey of the Tield, it

wvas 737 pounds,

It has dedined a little over 200 pounds already, the bottom
hole preossure? What do you ostimate the rate of decline %o
be?

I imegine -~ all wells where we have complete inTormation, has
been at the rate of about five pounds per guarter period; that
18, wells we have accurate information on.

At that rate, how lonr would it Le before the wells have-to

g0 on pumps?

Jt would not be very long. By the time 1t reaches 700 pounds
the gas begina to come out of solution rapldly, and when the
gas beglins to come out of solution rapidly, the wells will
have to go on pumps.

If that repressure gystem is not Installed, is it your opinion
that within the next few months the wells will go on pump at
Loco Hills?®

Yes, sir.

About what expense would that involve?

The pump equipment will run approximaetely $1500,00 per well,
Te cost of installing purp equipment alone would pay --

Kore than pay fcr the repressure system.

Besides saving the cost of pump equipment, and operation
thereafter, what other advantage is there from installing this
system?

In my opinion, the system will 1lncrease the total production
from 31,000,000 barrels to 60,000,000 barrels.

WWhat estimate did your committee make as to the oil in place?
Arproximately 185,000,000 barrels,

Of that amount, what percentage would be recovered by the

method now Iin use?
«1l0=
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I mean, to let the wells flow until the pumps had to be in-
stalled, and thereafter on pump?

Consoervatively, 17%.

Nzt over 17%%

I certainly think so. ™hat is the experience in tn so-called
old Artesia Field.

Is that fileld somewhat similar to this field?

Yes, sir,

And was produced by the method Just described?

That 1s true,

If the repressure system 1s established in the necar future,
what percentage of oil recovery does the committee estimate?
It estimates we will have at least 1004 additicnal, or sbout
37% of the total oil in place, rather than 17%.

That figure is what you might c¢call conserveative?

Very conservative.

Then is it a fair statement that the State, dlsrerarding its
royalty benefits, Just in the matter of taxes a&lonec, vwould
probably be able to obtain twice its assessments in the way of
tax recovery, under the proposed method of operating the fiecld?
Yes, sir,

I have made reference to the Lommission of the report which
your committee has prepared, and have stated to them copies of
this report will be available for the files of the Commission at
a later time,

Yos, sir,

D¢ you have thuil report with you so that it can be exhibited

‘\to the Commission?

Yes, sir,

I wish you would do % at.

Alripght, sir. (Witness gets report.) Gontlemen, thi:z is the
roport, broken down on a poer well basils for cach well, e
havo tried to gilve all the information available concerning
the wells, with the tabulation of the botifom hols prossurs
survey we made ~- the reseorvoir space, the voldage worved

out -- one showed a voldage of 1l.49 of spaca for cach barrel
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of oil produced., We have a number of analysis taken throug-
hout the field of the porosity, permeability and saturation,
and have a general map of the field and a series of cross
soctions, ﬁhich show the structure, as well as the reclation-
ship of the producing horizons siructure markers. Also is
included a map, on top of the red sand, the outstanding
correlation markers, including the operations in thal part of
the country; also on the pay sand 1itself. ihen the cross
section, which shows the relationship between ti e northwest
part of the field, which seemingly produces in this zone,

and we try to show the continudty of t ose sands across the field
That is all the data on the field gas-o0il ratvio, as taken

and broken down on a feet basis to get the total gas pro-
duced per day. That is aspout the jist of the information in
the report,

BY MR. BERT ASTON: Assuming that this plan could be put in opsration
within a relatively short period of time, and the bottom hole
pressure generally In the field deciined to 700 fxm hundred
pounds at the time the system is installed, {iould the decline
which has heretofore been shown -- it is the opinion of your
comnittees that the de&line would then be arrested?

A Yes, sir,

So that there will be very l1little decline therecarlter?

A No decline at all, 1In fect, with that prossure set upfghere
will probably be some gas pubt back in solution and maintain
what 1s in solution now and ultlmately put some back., Of
course, it 1s very difficult to say what the effect will be.

BY MR. DEXTER: Are we going to ask for the 10% indreasc in allowable?

BY COL., ATOOD: I don't think you were in the room, but the request

for the ten per cent increase in allowable was withdrawn, and
in lieu of that, request that the back allowable thal hes
accumulated be permitted to be re-allocated among the top
allowable wells,

BY PH. HOKDEN: Loes thet mean to deduct from some other fiold in

kady county?

A Hoo




BY COL. ATWGOD: T might say to the Commission, a further study
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of the poposal of the 10% increase brought up this situation:
While t' e Commission could arbitrarily add the ten per cent
to the top allowable, it would be difficult to convince some
operators in other pools that they were not making up that
increase, Rather than have that feeling, the operators here
decided that by following this plan it could not have any
reprecussions at all,

What 1s the present allowable per well?

44 barrels.,

Witness dismissed,

BERNEST A, HANSON,

being called as a witness on behalf of the petitioners, and
being first duly sworn, was examined by Col, Atwood, and

testified as follows:
DIRLCT 1XAMINAYTION

State your name.,
Ernest A. Hanson,
Where do you reside?
Roswell, New Mexico.

Yhat i3 your officlal position with the United States Geo-

logical Survey?

Supervisor and engineer in charge of oil and gas operations.
Yhat territory do you cover?

Noew Mexico, Arizona, the southwestern part of Colorado and
the southeastern part of Utah,

Does that include the Loco [{ills poll in kddy County?

Yes, sir, about 754 of the lands are rovernment owned.

Of that 75% of land belonging to the United Shates, I believe
all is under lease of one form or another?

Yos, sir,

And all operations in connection with the samc arc governod by
fedoral regulations?

Yes, sir,

Mr. lianson, have you pgiven any thoupht to the proposed plan
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to repressure Loco liills?

Yc¢s, 1L have met several times with the operators to considex
the practical side, also the regul tory side of the proposed
plan,

Stated generally, do you think a plan of this kind, a ;jensral
plan of this kind, is a form of conservation wrich is In line
with the policies of the federal goverrment?

Yes, from my part in the plcture [ would say they have an
excellent plan and an exceéllent ides, and might have reason-
able expectations to improve recovery to such an extent that
it might be sesquivalent to the discovery of a new field, in
terms of production.

The effect of this system, carried over a period of yecars, so
far as the public is concerned, would be the equivalent of
bringing in another Loco 1llills pool?

Yes, sir, I would recommend it for spproval by the Denartment,
As to the rate of decline, if the rate of decline is as has
been reported by the Engineering Committee of Loco lHills,-

1f the reservoir energy is declining at that rato, would you
say that a system of this kind ls essential to prevent undue
waste, assuming the rate of decline 1s four or five pounds
quarterly?

Well, from the engineering point of view I would say that this
type of plan is the only c¢lean cut soclution that could be
worked at thls time that I know of,

Jhere 18 the pgreatest waste committed in oll fields in ilew

lMexico,'in an average pool? What form of waste, in your

opinion, is greatest?
I would spesak only on my own concern anl the conceru of those
vorking directly under me, and that ig almost wholly, with
few oxcoptlons, in regard to ges waste.
The production of pgas not utilized in any way is a form of
waste? .
Yes, air,.
No 01l going to waste?
No, vory little,
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All o1l produced, except in case of accident, is consumed?

Yea, sir.

Gas that goes off in the uir 1ls not recovered?

That is right. 4

If & system of this kind 1s properiy installed and opecrated,

1s it a faect, even after all of the oll possitle o recovery
has been recovered, you still have a jas rescrveir which has
some value?

That is a very good point, and that expectation, I am sure,

can be reasonably antieipated,

ior example, if by this system, 1t should produce Tor fifty
vyears, and at that time all of the o1l that could be profitably
produced had been recovered, all of the ges herctofore wasted
into the air would still be availadble for piping for industiial
purposes?

Yes, sir.

BY MR. LIVINGSTON: Mr. Hanson, inasmuch as no proposed written

plan has been submitted as yet in all detalls, 1s nob this plan
a repressure maintenarice plan, and not the typleal unitization
plan that 1s sometimes roecommended by ths Departuent of the
Interior, or to the Dopartment of the Interior?

A plan of this type, which is essentlally a cooperative apgree-
mont, might be handled in one of at lesst three ways. As to
the form of that particuvlar apgroement, 8o long as it ig in
accord with stateygpd federal laws, [ don't beliove it would
mako a great deal ¢i difference. “here aro cerbain advantases
to using one legal form as compared to another, very ruch as

it would be in business: you might have a partnership in one
case, a corporation in ancther, or a trust agrecment in another
case, I don'!t bhelieve thoy contomplate the so-called unit plan,

based on a stipulated plan, which we call, in our worlk, Iorm A,

BY MR LIVINGSTON: The purpose of the inguiry just addressed to

you 18 because it has Leen shown thers is aboubt 2857 of this
land 18 state land, and there might be some dnagor of royalty

difficulties with the knabling jict, which is the reason I made

the inquiry.
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{ s sure, even with the limited knowledge I have of the
detalls of these agreoments,- cooperative arrangeisnts, that
could be werked out alright,

Witnasa disnlissed,

L X

BY COTLONEL ATS00D: T might say the proposal 1s thsi a corporation

be formed to own and operate the repressvre syshem, in which
the operators would ve stockholders, It 1s contemplatbed that
overy opserator will sign up because of the lact it wi*l be
beneficlal to him. ‘'the financing of” “he plan, thab, o course,
will be nandled by all, an order sisned by 211 oncrators,

There may be some Adiffieounlitiey with »gspect o over-riding
royalties. It is not contemplated the original rovalty owners,
the State and the United S-ates thal would be, would Lo assessed
anything on royalty on oil. But some individuals carry over-
riding royalties, [rhey would be bvenefitted, but if they re-~
fuse to do it, the alternative would be to come bofore you

and ask you to order in a pressure naintenance system in l.oco
ills, which, I think, there 1s no question you have the power
to do as a conservation measure., That would have involved
difficulties. In view of the fact thalt sentiment seecms o be
overwhelmingly in favor of the plan, Lthe operators L -ought 1t
would e better to have a voluntary pleanjas a prelininary to
getting tho plan siened nn, they surhi Lo Lo a0lc 5O SNOW

somé amount of back allowable givon Lo carry part of ihe burden
of the plant. Any question on that? 1 want te oot ths pleture
beforoe you as closely as possiblo without taking up a lot of
time wnduly,

I take it that the files of the Conservatlion Commisslion
show, as a mattor of rocord, thore are bascix allowales due
marginal wella in loco iiills, tho exact armount: Lo be rochecked
and Investigated. I will let that stand on what the record
shows,

On the matler of this requost for the buoelr allovable,
we would like to have tho order of the Commission, if they

should grant the requost, show 1t is a roward to the operators
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or a premiuvm for the installatlion of modern conservation

nethocds, and that theveloroe this back allowable be allocated
among, the top sllowable wells, which are part of the plan,
Yf some operstor shovld gay "Why should I go iny “They can't
repressure the pool without repressuring me", at lenst he
ought not to have any rveward. This Commission rives that to
those spending the money. The plan contemplates, as the
Commission knows, for certain wells to be desipgnated as input

wells for that return pgas to the reservolir; it is better to

use a well already drilled than spend money drilling a new one,

The operastor who has to glve up that well -- he conrcl use
it for oil -- we ask that thait operator be permiftied to make
that allowable from other wells on his lease, It does not
increase the amount of oll. e think that would be a very
fair plan. There are two fas wells, referrved to in the
petition, that produce no oil. Thosoc operators asre highly
in favor of this plan, and thev are willing Lor those wolls
to be kept closed in, 7 think it would he a very fine thing
it those wells never be put on a gas pipe line., That ges can
be kept in the reservolr, and to compensate them for ithat,
the plan is to glve the allowable oll from thet rcas well
that 1s kept closed in, and certainly the benefit of keeping

those wells closed in 18 worth more than whet 1Li4tle 1ittHle

detrlment might resnlt from pgliving them 40 barrels or oil,

In closing the testimony, I want ko ask Yr., @Wirt
Fpanklin, who i3 nrettv menerally known in New lexdco as the
discoverer of the Qklshoma (ity Pool, end lct !'r, I“ranklin
tell what he thinks of this plan.

WK FIRANKYIN,

being caulled ss a witness on behalf of the petitioners, and
being first duly sworn, upon request, ade the ~allowing
ghotemont:

My name 1g vwirt i'vankline I livo at ‘rdmore, oOkliahoma.
There 1s one phase or this case I would like to cover, I
think 3t has boen generally protty well covered in every othor

way, and that ls the queastion ratsed by differont ones In the
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meeting of the operators this morning, and raised by ir,
exter & while ago, trl+' come oporators in other pools might
consider they are discrininated asainst If this buck allowable
of marginal wells should be assigned to top allowablle wells
a3 a measure of compensation to the operators al lL.oco lills
for installing a pressure mainsenance program early in the
1ife of the field at a Lime when 1t willl accomplish resal
congervallon, The question w23 raised that tiiis misht con-
atitute a precedent for other »ools in New Mexico to ask for
the samc kind of treatment, NHow, I think thst can he dif‘eren-
tiated. In this case this 1s asked for the recason that this
great congcrvation movement iz being undertaken, and it is sa
precedent which mlght well be sstablished for all cages of
like character, If uction of the (ommission of this sort re-
sults in a promotion of conservatlion in all flelds of this
state, whother now existent or hereafter discovered, whereby
the ultimate yield of any such field is doubled or trebled,
certainly that is a precedent that mipght well be established
with the bvest of judgment, and would be a wisec one, in my
opinion, so that 1f the operators in any other pool should
commence a program of this character, tho back allowable on
marginal wells, on proper requost, could be transferred over and
given to top allowable wells; and if they had no such plan and
vshould come in and ask that this be done, then the qucstion
could come back from the Comnission, "What plan of conservation
do you pfopose?" In that case, and 1f they had no plan of
conservation, this precedent would not be one to apply to such
field, I want to call thsat point to the attention of Lhe
Commission because 1t has beon raised in the meeting of the
operators, and has been ralsed by other operators in HNHow léxico
and. by operators at Loco Hills,

BY MR. ANDREAS$ Do you think thore should be a time limit on the
haeclk allowable of thegpe murnginel wella?

BY MR, FRANKIIN: The time limit sugpested was at a corbain rate from
month to mbnth until such time as the under production or
shortage of the marginel well should have been made up.

-18-
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BY iR, ANDREAS: DBut the proposal is merely that roughly 150
thousand barrels of baclt allowable, which is to be accreiited : }
to the pool as soon as ti.ls pressure maintenance program is 1
started. It scems to me there should be a limit in crediting
trnis Dack allowable. You wou:id not say, if such a ﬁrogram
shiculd be started, say in 1940, that they should tu'te that
back allowable all the way baclz to 19357

BY MR. PRANKLY: Each individual case would have Lo stand on its
ovwn merits.,

BY KR. ANIRIAS: But in esgtablishing a precedent tihore sihwwuld be some
fairly permanent standard.

BY MR, FRAUKLIW: I am not familiar with the time in which this vack
allowable has accumulated in this field.

BY MR. ANDREAS: In T.oco Hills it is not very long for the ficld is
comparatively young.

BY KR. FRAVKLIN: That was my understanding that it covered a com-
paratively short period, Of coursoc, as you say, to po back
and undertake to build up back allowable over a period of
years -- I think that is a guestion that could well be left
to be decided when it is ralsed. ?

BY FR. ANDREAS: 1In this particular casofyou aro establishing a
precedent of two years, and the fieid has been on proration
ailittle over a year,

DV Eile FDANNDLING Weli,lir the Comrission can hold out to operators
in other pools, or pools herenfter discovered that from in-
ception they will he rewgrdoed for consonvatlion frowm iLhwe be~
ginning, it would be tho wiseslt conservation measure that coculd
be made, That is the rcason I think the procedent a wise one,
and 1f it is established it ought to be applied to all cases
as a reward,

BY KR. ANDREAS¢ Yee, but within reason there oupht to Le a time
limit,

BY COL. ATWOOD: There Ls o grest difference botweon a now lield
where the pressure has not yet prone so low that a preassuvre
naintenance program would bé effective, and a field where a
repressure plan would have to e undertaken.

]G




BY . FRANKLIN: I admit thet here is a case where pressure

maintenance in a new field is much simpler operation to

maintein thate.

Q The purpose of the 10% bsek allowable is to amortize the plant?

A Ves.

Q How wueh will the plant cost?

A The entire installation will run between $150,000 and +175,000.

Q Including the gathering lines?

A The whole thing.,.

Q and YOu have 150,000 of back allowuable?

A ‘he statement lM». Staley had this morning showed a little over
135,000 barrels,

Q This ten per cent, what additional allowable would Lhat give jou?

A We are getting 8,000 barrels a day now,

Q Hzw much o day would that make you?

A Take 1t at the rmate of ten per cent on the top allowable wells
will ==

Q What does 1t figure for the field per day?

A 4.4 barrcls per well of the top allowable wells,

Q How many top allowable wells have you pgot?

A This 1ist shows 123, |

Q That would be about 500 barrels on tho ten per cent incrosse

in allowable for the fisld? You would get 65,000 instead of

6,0007?

A Only for such period of time as the oil alrcady allocated to
the field 1is made up.

Q Your marginal wells will inerease vnder this prosram -- the
marginal wells would tend to increase in abllity to produce?

A I am inclined to believe a 1ittle,

G Since this thing is esctablishing a precedent, I do vant to

comment on intentions ~«- I think it is fins, [ think it 1s

going to incroase the ultlmate recovery, it will incroease the
abllity to produce after this thinp gets under way. I don'tg
know about granting back allowabls -- it mipght have roproecussions.

A It is not granting a new allowable; it 18 not s special nllow-

able, It 1is simply transferring from one set of wells to another




set of wells tho allowable alrecudy accumulated,

BY M. ANDHEAS: HEven thowgu ~arginel wells do increasc by thiis
proegsure raintenance, tihie incroase in allowable in wells all
over the sield willl never be sreater than 150,000 bar:els,

BY MR. ({MNUEDY: I see your point., 1 don't know, wherc they have
had such things outside of the state we have had enough reward
on the success in pubLilng in the pressure mairienance system to
vell peay for it without going Lo t e expense o geliing addi-
tional -~ perhaps jeopardiéing the plan,

BY MR. DuxTER: Have wo made any plans to get anybody to take this
oil? It seems %o me they would have to have a market, Another
gquestion [ would like to ask: In using the two gas wells,

vould 1%t »e the plan of the engineers that the sllowadble on

—y

hese wells would be given over to other welle?

A You had a man on the stand who i3 a momber of the ornincering

comrittees, I was not, I wlill not undertake to answer a

gquestion of that character,

Q As they are gas wells, will the gas finally find its way
to the oil horizona, If it does, 1t seems to me you would have
to check them ==~

A (Interrupting) Are you referring to gas wells to be shut in?

3 mose wella that make cniy gas are shut in.

Q I thougnt you were to use thosz for repressuring?
No,. they are to be shut in to mainbtain that in tho reoceorvair, 4f
they are mnalting only gas.

Q They are shut in?

A Shut in to keep the pas. in the field, and in lieu of that, allowing
tﬁem to produce gas, they are Lo be glven an allowadle to be
takken out of other wells on i'e basic lease, That is ny under-
standing of the plan,

BY COLONEI AT#COD: 'That 1s corroct. The statemont was made to the

Conmission that those wells are to be kept shut in, and that in

lieu of the gag, they be given an allowable from other wells

on the lease,

EY MR, WORDEN: Do you want to ask that question q(rnu Daxter?

A I was mistaken, I thought they were going to use those gcas

vells for repressuring.
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being recalled as a witneus, was cxearined by Col. Atwond, and
bestified as followsa:

DIRECYT ... it Ol

Q Is it part of your plen that from time to time you will change
the input wells 30 as Lo nake cerbain the ;ras «l1l1 vormesate the
011 Yvearing formations throughout the pool?

A ey will te varied as the engineering resulis show they
zhould bz varicd.

Q fnother question, approximately how much acreage is in the JToco
t111ls pool, as it has now been defined?

A Aprroximately 7,000 acres,

¥itnesz disnissed.

BY MR. WILLIG: The ‘rexas Company does’not own property in Hddy
Covnty, in the JT.oco Hills Pield, but in sc far as it might
effect th~ pleture as & whole in liew Hexico, [ think from the
oevidence the Loco IIills operators are to be commoended on their
plan of conservation in that field; and, as the evidence also

srows, the conservation measures they propose to undertale will

reward them without any special consideration on allowable. It
may not anpear that 500 barrels per day 1s much, but it is a
precedent, and although it has been stated, this so~¢a11ed
revard 1s a logitimate back allowable for certain wells, it is
not ecredited in other areas. I have had considerabile ex-

~perionce with Texas proration, and I would supgrest cauvtion in
a matter of this kind; where something of this sort was done,
we have had a hard time distributing that oil, on back allow-
ables, in addition to thes vregnlar allowable, It 1g a fixed:
aarket, and whille the provosition of 500 barrels a day would
not hurt, I would suggost extreme caution,

BY iR, ASHTON: Is it not a faet, in your referrins to Texas, thoro

have been very, very many Interests and have boen precedents

sot for just this sort of allowable?

oM, WwilLIGs No, on the contrary. I am not familisr with those --

we have quitc a number of repressure projects in Texas, and we
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have not recelived any Loc’s allovadble.

BY ¥E., ASHPON: You know f'ow . frct thoere have been no such cases?
RY MR, WITLI¢: Mo, She Otace o Timag de bip, and T don't Imow,

BY ¥R, ASETON: Isn't it true that some flelds werc viriually ghut
in ant1l they did repressure?

B KR, «{I7TIGs Ye=z,

BY KR, AZHTCH: And then they vwere rlloved allowabla as o recompense?

BY MR, % LLTITG: Mot eny srecizl sllcwable ov a&llowsM™les,

BY MR. ACZNTCN:  They have recel!ved sllowable for doing vial xk we
are planning to dof

BY MR. WILLIG: The wells received some allowables, but no special
allowables, |

BY ME. ASHTON: In Texas they didn'' call then special allowables,

but they were ellowables?

BY CCT., ATVWOOD: I »’ght state, gentlemen, the reason we must come
to you for this order, we assmuc the pkmiu pipe lire company
will be wllling to take a reasonsdble amount of oil over e
period of tine, because the pipe line company is definitely

interested in seeing this proposal go over. We anticipate

there willl be no difficuvlty if we do not loqd then Jown
unvluly, but we must show the pipe line company we have perw
misgsion to run the oil,

BY KR, ¥XRAUSt I don't know whether 1t was testlimony or argument of
Mr, Franklin, There has been talk of a rawavrd for consorvaition,
I feel the Toaco Hills overators are doing a good job, I feel,
if the Commission thinks therae 1) snnAd resson ta switch oil
from marginal wells to top sllowable wells, it 1s within the
province of the Commlssion to do so by this conception or this
pracedent of rewarding an operator for conservation, But after
all, as I have froguently expressed myseif, conservation 1is

1ts own reward to tho state government and the operator, and

there is no use fooling ourselves on this score, there would
be no repressure plan in New Mexico, or any place else,.if
the operator didn't think that ultimatoly he would pgein and
benefit by it, It has been the practice in lNew Nexico in the
past to try to make sure that the oporator who docs anything
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towards conservation be not nenalized br the fact that his well
1s shut in for sny vemedianl wort, This 1s the rirst Lime I can
remember of anybody sug catins Me bhe rowarded. Conscrvation
goes back a little further than moerely repressure, One of the
steps before vou begin to repressure 1s to save the jas you
have, e have veen settin~ a lot of packers, znd ncbody has
agked Lo be amorbtized for that cost, How far will trey carry
tris matter of reward fo:r conscevation? There would e no
stop -~ every well that is comrlsted properly shonld have a
revward asainst one that is comrlsted improperly. I don't see
vhere 10 will end.
BY COL. ATWOOD: I would like to say this in reply. I think the
onerator who comnletes a well properly should be rewarded,
a3 arains® one who completes a well improperly. In tho matter
of roward to the operators for conservation is the very ossence
of the Interior Department regulations, From the very bee

ginning they have encouraged conservation and offered special

indveenents to the opsrators who would apply special conservation

measures by giving them longer leases and extend Lhem indefini-

- tely and getting concessions i» royalties, all of which the
Secretary of the Interlor can o as a reward to you {or engaging
in proper conservation met ods. Certainly there should be a
distinction between nnerators whe gontinue to praciLlice consvrvas
tion as asainst those who do noi,
Thet is 811 we have to offer,
B MR; WORDENs Any other operators present who have enything further
to say or any testimony to offer in this case? (No answver)
Gentlemen, the Commission will taeke this case undér advisew
ment, Col, Atwood has sald they will furnish us with those

documents so that we can 0 into them, ‘his closes Casec No,

23,
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CERZIFICATE

I hersby certily thuv the foregoins; and a:tached

twenty-four pagos of typewritien matter sre & Lrus, co-rvaoct

and complete transcript o: the shorthand notce taksn by ne

n Case 1o, 23, bsfore tho 01) Conservation Comrslsuion of

New Iiexlco on tho 11lth day of December, 1940,

Witness my hand this 28nrd day of Decemb
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