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EYBROCARBON FRODUCTLION COMPANY, INC,

AWNUAL REPORT

1954
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Few York, W.Y.
lay 16, 1955,

To the Shere-Ownaers:

Presented herevith is (1) Stotezent of Finaneisl Condition of Bydro-
carbon Proguetlon Company ot December 31, 195k, (2) Statement of Eernings and
of Eernings Retained in the Business for the year ended December 3L, 1954, and
(3) Voriting Capitel Forecest for the year 1935.

Taz operaetions of the Company have comtinued to produce cozfortably
the requirepeate for interest poyments, loem repaywents, cpsreting expeanses,
meintensnee apfl workeover costs smd necesszry edditions o plé.nt, goch as come
pressors. They bave not generated much move, however. JXm the circumstences
the Dizvectoras have, votil now at lesst, deamed it prudent %o poétpsne reCcon-
mending thet deep-testing of ths .-Erqperties whish world e2ll for gcsescsment
o2 8haYe-OWDReTs. Bw:_iget aoproprinticns for capi‘_ml expgaditure in 1955, there-
fore, will bz cormally low. The subject of a deep expleratory test will be
reviewed ot the coming meeting of the Divectors, in June, Share-ovners will
bz apprised prompitly, if there is e revercal of Dirsctor attitude.

At the end of 1954 the Company wos producing ges end aistillete from
13 wells, oae more then ot the beglnning of the yeer, the nsw producer belng
the $1 Delock drilled jointly with Western Netural Ges, Taylor 0Oil apd Ges,
Hoyfaiy Minerals, Ime. Hydrocarbon's imterest in the ngw well is 20.5H. This
wvell wes completed dually ip & sitray send at G877 awd in the "MY send at ThU4S'.
In additica, behind the pipe, reedy for leter completion, &re some 30 feet of
"A" gand,

"The well wes drilled %o & %otel depth of 9516, desper them any well
recently drilled in the Lecy Field, althongh pot @3 Gesp as Eydrozerbon's Hos.

1 end 2 Czein & Criffitk, drilied by Ro-gez*s Lacy, before murchase by Hydrocarbon.




It naa been hoped that oonds deeper than our resuler producers would be found
camying saturation. Such ¥eg not the case and the well @ié litile more than
point up the deeirebility of the eventual drilling of the much diseuvssed "dsep”
test g0 Thet the probvlem of the prosence or cbscmee of deepsr producing sands
2y e resolved. ’

A btreckdown of gends from vhich production wae obieined during thea
year fellows: five producers each from the "A" and "D pends, one produser
eack from the "BY, "C", "E", "H", "R", and "Stray". Tae dipcrapancy between
the 16 pands recorded here with but 13 profucing wells siems from thHe dumle
completion status of three wells, viz. #21 and 12 Craip & Griffith end £
DeKook.

| At yoorecas, difficulties with production were being expersenced

vith Bos. 11 end 1k Cradn & Griffith end it would appear thot some correstive
precedure will be necessary in 1955. An atiempt will be made to hydrafrec the
"C" send o itvbing ccapletion of well #1 ia order %o inprove its velure of
production e well es ite producing pressure. Should signirficant *mp_rov&men‘c
be recoprded s & resuld of this proceduze it will be wosaibdie ¢ cbza.]};- up an
important inerease in "C" pend reserves. This cond-is known to QErTY g28 over
& wide-spread srea but no lerge reoerwes have been ogpigned w0 1t boesuse of

its lmpermesble nulure. A successful "frac"” tremiment would open up productive
| pessivilities for 1t in seve:.«"ai wells where the gendis alresdy safely behind
ripe. This hoped for improvement would also fres the eQIDressor novw being used
on this well for service of the "D" cand. Concurrent with this the "B" coge
pletion in {his well would be ghut-ia. The well produces water and o low gas
volume which ve feel cebmot be improved.

The "R" gand in weil #1k hes chowm ez ineressing tendency to moke

veter emd it can be freciy predicied thel water will goom toke over commletely.



Fhen this cecurs the well will be reeworked in gn ettezpt to obtain o water
sbrt; off, If this is impossible completion will be effecteod in omother send.

Producticn parformancs of the various sends at Lecy in 1954 has
been @8 good a8 or better than predicted in the past. The "D" cemd pressures
bave declined at o steady rote as ermpected. Taose wells mroducing from this
sand but not yet urder comnression will be under commpression early in 1955,
Thiz should epsmble us to obtein o moximm volume of gns Troo thie reservoir.
Tyo cOZpPressors ore now in use and 4he vurchase of cmother cme is conteoploted.
Shouvld ell rresemt plons eventuste, then the following wells coon will be cone
necied for compression: of the "D" gend wellseoNos. 4, 6, 10 end 13 Crain &
Griffith and Sykes #1, in chord, every "D eand producer, "A" send wellgee
#1 Sohwerz-Ritcheson and §.2-C Cradn & Griffith, and the ons "B sond velle-
#12-T Credn & Griffith. Botton hole pressures inm the remaining wells showid
preclude neeessity for compressor ingtallstion Pfor sooe 'time.

Produetion 2nd sales of gas furing 1954 emoumted to 8.6 biliion
cvbic Jeet, a dally average of 23.5 milijon cubic feat. Distilliste wes Pro-
duced st the rate of spproximeiely 350 bervels per dey aggz;&gatizxg 127,200
bavrels for the year. These figures will ecmpsre fevorebly with preduciicn
ir previous years epd indicete that prosuction is bBolding vp well, 1953 cales
were 8.3 billion cuble Feet ond 1652 snles were 9.4 billion cubie fect.

Hydrocarbon's resexve picture at Lacy Fisld has shown improvement
dwring the year based primcrily on betler performence in the o ey sandge-
"A" and "D"--28 determined frem resent Teservoir presstre informaticn.

With the instaliation of coopressors vhers neceBnsaEy, presert yetes
of productioa ere exzpeeted to contime at leest into 1955. I% can be ansicie
pated, in short, that we cen _ceatim to produce and sell ayproximately

23,000 ¥IF of gas per doy. In 1954 this production pereeatoge-wise by ssads

o3e
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vas a8 £ollows: "DVe-3Fh, "A"-k2fl, "others"--22%. The loss of a 35 volume
when "D" is depleted will be possitlie to meke up by {1) ze-completions in
pends behiud plpe in present "DV producers, (2) incresses in production from
"A" end “otker" sands, or (3) wells rot yet drilled. Fo sérious situdy bes
yet been pede of thic problem but it will be given sttention during 1955. Ho
real difficulties are contemplated in emnec';:ioﬁ with thic but o certain
emount of plamning and lookimg chesd will be noceosery.

193k peles of gos emounted %o $602,488.1k, end distillate sales
w0 §346,808.13. 1953 geo scles cmowated to $526,870.01, end distillate to
$369,781.23.

Payments do the bonks, both the reguler monthly principsl paymenis
and the T5) of Net Aveileble Funds, during the yeor were $531,k01.85. Ine
terest pald during this parled was $86,359.02. Totel poyments ¥0 the bonks

of every kind, thevefare, were $617,850.86.

Sineerely yours,

)%-ﬁ\/‘ N

Presildont



' HYDROCARBON PRODUCTION COMPANY, INC.

, wdming Capite). Forecast

For Year 1985
y Originel cepitsl raised by Company as followss
: Item A = (1) Preferred stock money $ 1,200,000
(2) Commor: stock monsy 20,000
(3}_ Mortgapre funds 3,100,000
A total of $ 54,320,000
-~. ' Yo oy
- Item A = (4) So that Company started with cush $, 320,000
(5) Up to 12/31/5% it collscted incoms from all sourcss anounting to 3,628,977
(6) Making total worlking capital availabls te Company to 12/31/s5h 7o 518,977
(7) Up to that date it expended working capital -
"(a) For leassholds and equipment $3,600,000
{b) Operating expenses, interost and taxes 1,330,544
(e) Capital expenditures 1,136,099
(d) Repayments 1,640,356 _
A total of . ' 257062999
Leaving working capltal at 12/31/54 242,978
Item B - Add expacted 1955 incoma from sales 220,000
Iten C - Which will make avallsble for expenditures in 1955 a total of 1,161,978
— Item D - The Tirst all on which will be as follows: .
. (1) Intersst on notes $ 65,000
' (2} Prineipal payment om notes 360,000
(3) 75% available funds 190,000
{4) Federal Incoms Taxes - estimeted L0000
Total first call expanditures 6554000
| Ttem E = Leaving for operating aHpenses, working capltal cushions and

capital expenditures in 1955 _ $ 506,978
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- ’ HYDHOCARBON FRODUCTION COMPANY. INC,
. Statement of Finaneiel Condition -
December 31, 1254

ASSETS
Current Assetss
Cash $ 139,822,30
Accounts receivable = trade (Note A) 140,201.61
Inventory = supplies = at cost 47,431.76 § 327,455,67
Property, Leasecholds and Eguipment - at cost 4,340,756,82
Less reserves for depreciation and depletion 1,652,527,13 2,688,229,69
Specisl Deposits ' 963,57
Deferred Charges - 3,808.84
$3,020,457.77
LIABILITIES
Current Lizbilitles: _
. 5% notes payablé - due within one year (Note B) & 358,5%3.66
* Accounts payable and accrued accounis 46,410.42
Accounts payable = affiliated companies _ 12.339.50
Unlted States taxes on income 31,181.06 g £48,524,64
5% Notes Payable (Note B) - ' 1,101,051.08
Reserve for Taxes 318,94
Share=owners® Investment:
Capital Stock:
. . Preferred - §5 non~cumulative %o Janwvery 1, 19563
cumuletive thereafter; par value $100 per shere:
Avuthorized, issued and outstanding -
12,000 shares 1,260,000.00
Common = par value $1 per share: .
Authorized, issued and outstanding -
20,000 shares 20,000.00 .
Earnings retained in the buslness (Note C) 250,563,11 1,470,563,11

Notes: .

A Includes $67,391.52 due from a customer who is operating under &
creditors® extension agreement. No provision has been made for
leoegs thereon,

B The notes are payzble in variable monthly instelments; balance 1s due
July 1, 1960, Current assets and property, leascholds and equipe
ment are pledged under a Desad of Trust as Sscurity for the notes.

C TUnder the terms of the Deed of Trust the company may not pay
dividends (except in capiltal stock of the company) or make any
distribution or return of capital except with ccusent of the
note holders,



Ended December 31, 1954

. For_ the Yes

Sales:
Gag ) . $602,488,14 _
0il « distillate - 346,804,132 $949,292,217
Operating Expenses (exclusive of depraciation
and depletion) 198,647.59 ‘
General and Administrative Expenses 27,7T14,44 226,362,03
Operating Profit (before provisiom for depreciation
' and depletion) 722,930.24
Other Incoms 935,64
723,865.88
Other Charges - Interest on notes 86,359,02
Ppofit before provision for depreciation, _
depletion and loss on disposal of equipment 637,506.86
Deduetd: : -
Depreelation T 184869,70
Depletion i 498 057,96
Loss on dlgposal of egquipment 4,349,01 521,276,67
Profit before Provision Tor United States Taxes )
on Income 116,230,119
Unlted States Taxzes on Incoms L31,500,00
Het Earnings 84,730,19
Rarnings Retained in the Business e Balance,
Degember 31, 1953 165.832,92

Earnings Retained in the Businegs - Balance,
December 31,.1954 (Note C)

@2503563311




