" Case 1087: Sinclair 0il & Gas Co-pany;
Application for an order grantinggpproval
of its proposed Crouse Unit Agreement
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FELFORE. TR
YEW MEXICO OIL CONSERVATION COMMISSION
HORBS, NEW MEXIGO
INE 20, 1954
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IN THE MATTER OFs

CASE 10873 Application of Sinclair 0il and CGas Company
for an order granting approval of its proposed
Crouse Unit Agreement comprising 960 acres,
more ov less, in Tuwwuship 10 South, Range 372
East, Lea Nounty, New Mexico. Appiicant, in
the ahove-styled cause, seeks an order grant-
ing approval of its pronosed Crouse Unit
Agreement comprising all of Section 3 and the
§/2 Section 10, Township 10 South, Range 32
East, Lea County, New Mexico, consisting of
960 acres, more or less, all of which are
State of New Mexico lands.
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BEFORE: HMr, Daniel S. Nutter, Examiner.

WnE eew WM B MWe Gy SES  Cme e e eev

MR, NUTTER: The next case on the Docket is Case 1087.

| MR, WEBB: I am Layton Webb, Sinclair 0il and Gss Compary]
Midland, Texas. I have one witness who is an expert witness, whom|I
will offer as an expert witness,’as a geophysicist. I would liks
to bave him sworn, and, also, if it is permissible, I should like to
undertake the task of expiaining the Unit Agreement either through

sworn or unsworn testimony, since Mr. Webster is neot particularly

familiar with the actual terms of the Agreemaat.
(Whereupon, Mr., Webb and Mr. Webster were sworn as wit-
nesses. )
MR, WEBB: Sinclair?s application relates to the applicatjon

for the approval of the Crouse Unit area, Lea County, New Mexico,

DEARNLEY-MEIER AND ASSOCIATES
STENOTYPE REPORTERS
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ghich embrases ALl of Scetion 3 and Lhe /2 af Sagiion 10, Township

10 Seuth, tange 32 Cash, and containing asproxinately 950.3 acves;
411 of t»ia land 1s State of tew ¥exlco land; coverecd ny twe 1Qésgg’

dna of whieh covers all of Section 3, belng State lease No. 79705,

bion date of such lease is Zepte bher 10, 1955, The othar lease cove
Ing the X/2 of Section 10, being State leass %-1270, is owned oy
Amerada Potroleurns Corporation, and the expiration date of that lease
L s April»lo, 1057, "ha Unit Asreemwnent which has been narked as %x-
hibit 1 has been oxecuted by all oF the working interest owners, be o
fng exscuted by Sinclair ©1) and Gas Company on Juns 1, 1955, and by
hmerada Pstroleum Corporation on May 15, 1955, As stated before, th
Is all “tate land, Stete of New Hexico land, and thevr are no over-
riding royalty owners on the land embraced within the Unit. The Uni
pecreement contalns the segregatién clsuse which has been approved by
bhe Commisaion and the Commissioner of Public Lands in saveral previ
inits,segregation of land within and without the unit; providas for
:ommencément of tﬁe test well withih sixty days after the approval
pf the Unit Agreement, to Ge drilled to a depth sufficlent to- test
the Devonisn formation, but in no event to exceed a depth of ten
khousand'nine hundred fest. In the event the first well is completd

Ls 2 dry hole, the Unit Agreement provides that ths unit operator

hent. of the naxt succeeding well. The !'nit Agreenent provides that
11 operations be conducted under the init area under = plan having

the approval of the Cnmmissionsr of Publiic Lands, State of Wew Mexid

t¥iich lease ls owned by Sinclalr H11 and Sas {ompan :ad the expliral-
J s

khall continue drilling one well at a time allowing not more than six

months to elapse betwesn the camplétlon of one well and ths commencd-
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Mo you have any-ancatlonsg bafore & iitreduce 1y geophysical
pilinesa?
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ralled 3s a witness, having been first duly aworn on cath, testified
he follows:

DIRECT TXAMINATION

EBY MR, WEBH.

B ]

Q@ State your name, please, gir, L John *. Tebsier.
¢ And, r. Webster, by whom are vou employad?

A Sinelsir 0il and Gas,

G “hat capacity?’ & Senior geophysicist.
« How long heve you been employzd in this capmclty by Sinclain
311 and Gas Company? ‘

A Approximately ﬁhree years.,

€ Before that time, how long nhed you been engaged in geophysid

Eork?
A Hiﬁe years vefore that date.
Q¢ And are you & gracduate of an aceredited collegs?
A Yes, sir, Oklahoma ity Universitﬁ.
Q What year? - A 194L3.
Q ¥hat degreae?
A Degree in methematics.

Q Tor how long have you sctually been engaged in the practice
or besn employed in conducting geophysical surveys znd interpreting
heophysical surveys in the area of Lsga County, Wew Mexico?

A Trom three to [our years.
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R

. VERZy Teos bhie Coimuission sccepi the witness! gqualifi-
rations?

Hr ., NUTTER: Y¥es, sir, he 1s cualified.
& ¥r. Webster, T wiil ask you if you are familiar with the arg

vh:ich 1s embraced wit'.in the Crouse Unit area, that baing All of Seq

tien 3 and the 3/2 of =ection 10, Township 10 South, Range 32 Tast,

)

f.ea County, New HMexico? o L& Yas, slir.
£ and have you or hzs some cne under your immediate supsrvisig
oonducted a geophysical survey or selsmic survey over this area?¥

A Yes, sir.

Q And would you, In your own words, tsll the Comnission the
wype of survey that was conducted as to the nusber of shot. points,
‘lthe number of phones, depth of the hole, and things of that nature?

A The survsy was conducted using a twenty~four split -- twenty

=

our traecs spiit sprcad arrsngexment, shot points were located thir-
teen hundred twenty fset from each cther, hole depths rénged from 8
hundred and twenty-five #n a hundred and fifty feet.. The powder
charge was from twenty-five to fifty pounds, and the ten phones per
trace were used at the recording étatiéns.

Q And how large an area did this asurvey cover?

A This is a portion. The presented umap there is a portion of
a survey cf ¢lesar across Lea Couﬁty, New ¥exico,
¢ All right., 1 hand you what has been identified as Applicant
=xhitit No., 2, and ask you if thias 1s a seismic reflection platt whi
vou have prepared or whioh has begen prepared under your direst supey
vision setting forth yourrintarpretations as the results of that sef

mic survey?

n
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T AnG 0 o wlil oasl you I£ thils selsmic survey platt which nas
cen Ideontifled so Appiicant’s Txnibli 2 reflccts the posgiblilty

s}

b a proeservolr or socurce of sunnly of c¢il or sas under the vropossd

o
::4
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ot
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Yes, sir.

G And cdoes the Tmit ares, ©

10("’2(‘2] Taaturs ‘z_r_l'\!ﬁ]'&_-‘e:"’ j:‘: \;cu}f\ {/\pini;—;n? .‘1 YGVS‘;'AS!.L;A".W

< Ancé you kxnow, d¢o you not, that the Init Agreement provides

or expansion of saime in the event that 1t vecomss warranted from

T

pnformetion obtained by drilling on the Unit aves?
A Yes, sivs

¥R, YERBsy T Delicve that is alil,

No you feel that the Unit ares as set forth here on this platt is

A Yes.

“

ﬁarge to incrude wmore scresge than nscessary?

A >Nﬂ, air.

Aay further questions?

M. YFBB: Yhat was the location éh the proposgcs test well?
A 1960 feet from the ~ast lirme, £50 feet Trom the ‘iorth line
cection 3, 10 South, 32 “ast.

¥, KUTTPR: 1If there are no further guestions of this wit-

bess, he may he excused,

ne oroposec Unit srea, as shown hay

in green on this “xhibit Ne. 2 eribrace suvbstantinelly all of the z=0-

M, NUTTFR: Does anyons have any quastions of this witness]

aufficient in size and in location %o previde the unit operator witﬂ

€ {(By ¥r. Nutier.) Do you belicve that the Unit aree is undul

4

4

&

hiritable consrol of the structure in the event production is obtaindgd?

34
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{ "liness =xoused, )
MRLONUTETR:y 7 would like to o aak you o enuple of guestions,
ME. VEEBr 0 ALlL rizht.
Y, NUTTER:  The Unii fgreenent contains the segrsgation

kla se?

. NUTTTR: dave you vecelved preliminary approval of the
icner of Fublie nands?

¥, WFBB: ot on ihis specific Agreemonte This i1s alwmoat
vefbatim to our similasr agreement aporoved by thse Coﬁmissioner, but
Pe have received preliminary evoproval of the size, but not as to thd
form of the Unit Agreement. |

¥R, HUTTER: Form arnd contents have not been apprcvéd?
MR. WEBB: It was submitted to the Commissionar for anproval
on -- mailed to the Commissioner for aporoval on June 5, 1956,

¥R, NUTYITR: I believe yeou sﬁated you have one hundred per
cent of the working interests in the Unit sres committed to the Unly
Agreemant? | o - o
¥R, ¥IFBB: Yes, sir.

¥R, NUTTER: ¥ould Sinclair 011 and Gas Company ae unlt
operators be willing to file m periodic statement of progress in the
W'nit area to the Commission?

M, "EBB: Yes, sir.

HR. NUTTKRﬁ Ve request a statement every six months.
MR, WIFBB: %e are furnishiiz theu in other aress.

B
. HUTT"R: Any further staterients or testimony in this cage

+

If not, the cags will be taken under advisenent, and we will contimpe

4

H
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to Case 1083,
M., “WR3: 7 believe 1 {"orgot to asi for the "xhiblits to o
gdnitted tn evidence. T dont't recnll if I did.

MR, “UTTIR: Any oblections to the introduction of these

-,

txhivits 1 and 22 TP not, they will be received in evidence.

st
"
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TTATR OF  WiW MEXICO)

I, THURMAN J. #00DY, “‘ctary Publie in and for the County of
&nd attached Transcript of Proceedings before the Hew Mexlco 011 Con
pervation Commission was reported by me in Sténotype and later save
vas reduced to typewrittsen transcript byine and/or undeyr my personal
‘aupervision, and that same is 8 true and correct transcript to the

best of my knowledge, skill and ability. ‘
WITNFSS MY HAND AND STAL, thls, the Qblh  day of Juna, 1956,

In the City of Albuquerque, County of Bernalillo, Stats of New ‘exic

Yy Commission ¥xpires

April 3, 1960.

Eernalillo, State of ¥Wew ¥exico, do heredby certify that the foregoi&g

DEARNLEY-MEIER AMD ASSOCIATES
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August 11, 1958

The Honorsble Burray E. Morgan
Comniissionar of rublis Lands
State of New quico

Sants Fe, Mew ¥exico-

ATTENTTOM: Mr, Ted Bilberry, Supervisor

Uil & Cas Division

%e: Crouse Unit
Lea County, New Mexico
36%C Lease #3866 iee

Dear Sirs

On July 29, 1958, yeu forwardsd a letter to Sinclair, Amersde, snd
%apata Petroleum Corporation, advising that subject Unit hsed bsan terminated
effective June 29, 1958

k%t the time we receivad your letier, wo were having circulated a
release of subject limit, which aince that time, w= hsgve received from the
parties to sa&id Unit,

¥a enclose herewlti: toe originsel and three copiess of & "heloase of
Unit Operating igreement®, covering the (rouse Unit, which has been cracuted
by all of the interested parties to said Agresment, Wwe respactively rasuaat
that this instrumant be approved and that you furnish us with & Certificate of
Approval oY ssme,

e are sorry for the delay in furnishing you with this instrumant, and
hope that it hae not ceussd any inconvanisuce omn your part.

Tours truly,

STHCLATR OIL % 0AS COMPANY

capy 272%:@3' C. S. S, JINKLER

K10/ 33p

dnel,

co: Zapata Fetroleum Corporation Amerada Petrolsum Corporation
P. 0. Box 2216 P. O. Box 20L0O

"dland, Texas Tulsa 2, Oklahoma

-. 011 Gonservsation Commicsion
P, 0, Rox 871 ‘
Santa Te, New Maxioe
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Zapate Petroleus Corgoratiocn
ey

Boy #2ih

Mdidlardd; Teuns

[T

3inclair 0ii & QGas Company f
Pc o- BOX 11470 . ,"’J
Midland, Teassc /

Amerada Pelroleam Corpcraticn , [

P. 0. Box 204D

Tulsa 2, Okl=.

Gentlanen:

We wish o advise you that wve are terminating tie Crousz Unit
Agreement, effective Juaz 2%, 1958. Under tiz provisions of Zszetion
15, this termipation is automatic, therefore, we are :

-2 2 5
recurds accoidingly.

Yery Lruly yours,

o

<¥ry AN T TR W
SHIARAY T, UDRGAY

Commizsioner

MEH /184 s

cce Cil Conservatice Commission
P, O, Box 571

S

cd
CBanta Fe, New Mexico




November 19, 1987

In reply refer to:
Unit Division

Sinclair Uil and Gas Companf
P. O. Box 11;.70 g
Mldland, Texas

Re: Crouse Unlt Agreement

Attention: Mr. Layton A. Webb

Gentiemen:

We have received an "pcceptance By New Unit Operatcy
For the Crouse Unit Agreement, Lea County, New Mexico,"
from Zapata Petroleum Corporation.

This ccceptance requests the Commissioner of Publie
lLands to accept the resignation of Sinclaii 01l and Gas
Company as Unit Operator and approve the appolntment of
Zapata Petroleum Corporation, :

We feel we should have aTresignation from Sinclair and

that the request for appointment of Zepata should slso be
signed by Sinclsir and Amerada.

May we hear from you concerning thisz at your earlliest
convenle:ince.

Very truly yours,
MURRAY E. MORGAN

Commissioner cf Public Lands

By: Ted Bilberry, Supervisor
D11 and Gas Department

MM MR /m
cc: Zapata Petroleum Corp.

Box z2z16-pMidland, Tex.
OCC~Sa$ta Fe




April 16, 1957

-

In reply refer to:
Unit Division

Sinclair Oi{l and Gas Co.
Petraoleum Life Rullding ,
P. O. Box 1470 o = .
Midland, Texas i /
‘Res Créuse Unit Agreement -
Lca County, New Mexiéo

Attention: Mr. €. S. Tlnkl-r

Tentlemen:

Ve are iIn receipt of your application for a six.
months extension on the Crouse Unlt, in which to
start drilling on your Test Vell Ho. 2.

“'e dlscussed this extension with your Ir. Holmes
ef Roswell on April 1C, 19'7, and at that time
lr. Morgan agreed to apprnv. this extension,

We are enclosing on¢ »opy of your application
with Certificate of Appnro ' attached.

Very truly yours,

IMRAY . MORGAN
Commissioner of Public Lands

Bys Ted Bllberry, Supirvisor
0Ofl1 and Gas 2epartment

MEM:MMR/m
enct 1

cer OCC-Santa Fe




o | SANCTAR O11, & (s CoRreas
. SPETROLLUM LEFE BUILDING

© P. 0. Box 1470
IO AT, TR AS

January kL, 1957

01l Conservation Commission
State of New lMexico
Santa Fe, New Mexico

- Honorable E. S. Walker )/:Tf /cﬁ;
Commissioner of Public Lands ;o N
State of New Mexico P )/
Santa Fe, New Mexico IR

Attn:  Unit Division o T

Re: Case Yo. 1087
Order No. R-833
Crouse Unit
T Section 3j~9S-32E
Sections 3 and 10-108-32E
Lea County, New Mexico

Centlemen:

‘In compliance with Section 3 (b) of the Order of the New
Mexico 0il Conservation Commission approving the Crouse Unit which is
dated July 2, 1956, the following information is furnished you with res-
pect to the test well provided for in the Unit Agreement:

Well lesignation: Sinclair 0il & Gas Company Vell
FI State Lea 300.

Location: 650 feet from the North line and 1,980
feet from the East line of Section 3-108-32E.

Date Actual Drilling Commenced: July 17, 1956.

Propnsed Depth: The original objective of this well

was to test the Devonian formation at a depth of
approximately 10,900 feet, As this formation was not
reached at this depth, the proposed depth was increacsed
to 11,500 feet.




Cil Concerva' Top il s Ton i davcaery hy ey

Honormt 1e i, e s lher
Corcdasiomy oot o bie Lo

ToLal lepth Drillec: The well wen drilled Lo oo tots
deptn of 11,175 flot wne pluged #nd slandoned on
Octobr 1L, 1956, Tt hsd four ard)l atem Leuts wa fullontt

Drill stem Teoty L,168'=00' Aupust 1, 1950
Cpen for 30 minutes with no ldow, NHecovercd
10t arilling mud with rsinbtow chow of oil,
All pressure 0.

Drill stem Test: B8,703'-€7' Septeuber L,
'1956; Cpen for 30 minutes. Dead in 2 minutes,
Recovered 1,000 foot Vater Blanket anc 5 feet
of zud with no show. Flowing pressure S65¢ tc
625#, 30 minute shut-in pressure 715¥.

Dril) stem Test: 8,920'-521 September 7, 1956;

Open 30 minctes. Dead in 8 minutes. Recovered

1,000 foot Water Blanket and 10 feet of mud with
no show, Flow pressure 535§ to L9O#, 30 minute

shut~in pressure 695#., . )

Drill stem Test: 11,159t-75' October 1k, 1956;
Open 3 hourr., Recovered 2100 foct Vater RBlanket
and 2130 feet of szlty sulphur water. Flowing
pressure 1080# to 2125%, 30 mirute shut-in pres-
sure L215#. :

At the present time, Seismic records on this area are being
studied as to the possibilities of future tests.

We believe the above data fully complies with Section 3 (b)
of the Order of the Gil Conservation Commission approving the Crouse
Unit, which is dated July 2, 1956. If there is any other information
you desire, please advise us.

Yours truly,
SINCLAIR OIL & GAS CONPANY

Ce. S. TINKLLRH

CRM:fr
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—il. CONSERVATION COMMISSIUN
P. O. BOX 871

SANTA FE. NEW MEXICO

July 5, 1956

Mr. Layton A. Webb
Sinelair 0Oil % Gas Co.
PIOOo Box ll&?O
Midland, Texas

Dear Sir:

We enclose two copies of Order R-833 isaued July 2, 1956, by
the 0il Conservation Commission in Case 1087, which was heard on
June 20th in Hobbs. _ : -

Vary truly yours,

As Lo Pe!’ter,'Jro
Secrstary - Director

brp
Encls,




In reply refer io: ‘
Unit Division l
I

o liE SR, AT IR Sen A Y A

lx!bl(‘&l NAL A Cul i N7 iY.2 WY
Petrolcum Life 3ull-dln:
Widland, Texas

[N
3

Re:  Approvel \Crouse Unit “ﬂreenept
A1l Scetion 3 and the N/2 of
Section 10, T-108, R-32E,

Lea County, Mew Mexico

Attention: Mr. Layion A. Yebb
Attorney

Gentlemen:

. e arz enclosing two Certificaltes of approval
for the Crouse Unit Agreement, which was approved
by tiie Commissioner of Public Lands June 29, 1956,

In asccordance with our telephone conversation,
we are retalning the two complested coples of the
Unit Agrceeient, aid wWe erfe seinding Lhe New HMexico
011 Conservation Commission a Certificate of Ap
proval. '

Also enclosed 1s Official Receint No. 119;97~ﬂ
in the amount of 210,00, which covers ?hu filin

fee,

Very truly yours,

17::. S . SJ/‘U 1{"‘1?

Cormmissionzr of Publiz Lands
MMR,/m
enc:

3
ccy DCC-Santz Fe




CERTIFICATE OF APPROVAL

BY COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXI1CO
CROUSE UNIT

There having been presented to the undersigned Commis-

sioner ¢ Public Lands of the State of New Mexico . for examination,

the attached "‘3‘ recement for the éC‘v’CLup”}an aiid upvdldt.l.uu of

acreage which is described within the attached Agreement, dated
YY N g Lhag 4T e , Which has been executed or is to be

executed by parties owning and hoiding oil and gas leases and

rovalty interests in and under the property described, and upnn

T o i a AT it

examination of said Agreement the Commissioner flnds:

(a) That such agreement will tend to promote
the cunservation of oil and gas and the
better utilizaticrn of reservoir energy in
sald area.

(b) That under the proposed agreement the
State of New Mexico will receive its fair
share of the recoverable o0il or gas in

-place under its lands in the propoused area.

(c) That each beneficiary Institution of the
State ¢f New Mexico will receive its fair
and equitabie share of the recoverable oil
and gas under its lands within the area.

(d) That such agreement is in other respects
for the best interests of the state, with
respect to state lands.

NOW, . THEREFORE, by virtue of the authority conferred
upon me by "hap. 88 of the Laws of the State of New Mexico,
" 1943, as amended by Chap.. 162 of the laws of New Mexico, 1951,
I, the undersigned, Commissioner of Public Lands of the State
of New Mexico, for the purpose of more properly conserving the .
oil and gas resources of the State, do hereby consent to and
‘approve the said Agreement, and any leases embracing lands of
the State of New Mexico within the area shall be and the same
are hereby amended to conform with the terms thereof, and. shall
remain in full force and effect according to the terms and
conditions of said Agreement. This approval is subject to all
of the provisions of the aforesaid Chap. 88 of the Laws of the
State of New Mexico, 1943, as amended by Chap. 162 of the Laws
of the State of New Mexico, 1951.

IN WITNESS WHEREOF, this Certificate of Approval is
executed, with seal affixed, this _J 7 llday of | juvis

19.5% -
Cﬁ£;é£6«{7r21~éi4//-m

Commissioner of Public Lands
of the State of New Mexico
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‘51\ (mo\“' O & Gas CoOMPANY
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LEGAL DEPARTMENT

tay 22, 1956 A

; New lMexico 0il Conservation Commission S
i Post Office Box 871 !

Santa Fe, New Mexico ‘ TR
Attention: Mr. A. L. Porter, Jr. ' o ”*’~f‘;jd{

Re: In the Matter of the application
of Sinclair 0il & Gas Company for
approval of the Crouse Unit,
embracing 960.3 acres, more or
less, located in Township 10-South,
Range 32-East, N. M. P. M.,

Lea County, New Mexico,

Gentlemen:

Enclosed, in triplicate, is proposed Unit Agreement for
the Crouse Unit Area, Lea County, New Mexice, and application
of Sinclair 0il & Gas Company for approval of said Unit Agree-
ment,

You will note we have requested that the hearing be
held before an_ examiner and we will greatly appreciate your
setting this dpﬁIicaflon for hearing on the earllest pos sible
date. coT

Yours very truly,
LAW:ID ngzn A. YWebb,

Encls. A¥Torney.




BEFORE THE OIL CONSERVATION (NMMISH U1
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED RY THE OXL CONSERVATION
COMMISSION OF THE STATE OF NEW
MEXICO FOR THE PURIXISE OF

- CONSIDERING:

CASE NO, 1087
Urdex No. W-B34

APPLICATION OF SINCLAIR OIL AND

- GAS COMPANY FOR THE APPROVAL OF
THE CROUSE UNIT, EMBRACING 960

' ACRES, MORE OR LESS, LOCATED IN
 SECTIONS 3 AND 10, TOWNSHIP 10
| SOUTH, BANGE 32 EAST, NMPM, LEA
. COUNTY, NEW MEXICO.

. BY THE COMMISSION:

t June 20, 1856, at Hobbs, New Mexico, before Daniel 5. Nutter,

; Examiner duly gppointed by the Cil Coaservationr Commission of New
: Mexico, in accordance with Rule 1Z14 of the Rules and Regulstions |
" of the New Mexico 0il Conservation Commission.

: | NOW, or this nd - day of Jute 1856, the 0il
Conservation Commission o ew Mexico, Eereiiﬁiter referred to as
T the "Commission,” & quorum being present, having considered maid

: application and the recommendations of tbe Examiner, Daniel §.
: Nutter, and being fully advised in the premises,

. required by law, the Commission has jurisdiction of this cause :
; and the subject matter thereof. :

@itenﬁ to promote the comservation of oil and gas and the preveantiox
: of waste.

ORDER OF THE COMMISSION

This cause came on for hearing at 9 o'clock a.m. on

¥1NDS : ‘ @
(1) That due public notice baving been given as '

{2) That the proposed unit plan will in principle

IT I8 THEREFCRE ORDERED:

1. That this order shall bc known as the
CROUEE UMIT AGREEMENT ORDER

2. (a) That the project herein referred to shall be

" known a8 the Crouse Unit Agreement and shali hereinafter be raierred
tc as ths "Progect."

' (b) That the plan by which the Project shall be
- operated shall be embraced in the form of 2 uanit agreement for the
- development and operation of the Crous¢ Unit Area, referrod to in
the Petitioner’'s petition and filed with said petition, and such

' plen shall be known &s the Crouse Unit Agzeoment Plan.
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X () Thai the Crouvusy Ualt Agreoment Vian shiall

b, Aawd hercby L&, approved li principle as a propexr coaserxvation
meansura: providod hovover, Gwi notwithmtunding aany ol the proviulom
contrlood in sald unit agreowont, thic approval shall not be coa-
ﬁidoxed A walving or relinquishlng in any maoner sny right, duties
or obligations which ary now or may hereatter, be vemted iu the New
Moxico 011 Conaservation Commiislon by law rolative to the muper- '
~viaton and control ef operation. for exploratiun and develonment.
of any lands committed tc said Crouse Unit Agreement, or relatlve

to the production of oii or gas therwfrom.

(b) That the unit overator perlodically sthall {ile
with the Commission & Crousv Unit Statomont of Progross summarizing -
operations for the exploration and dovelopment of any lands committed
to said Crouse Unit Agreement. The statement of progress shall bo
“filed within 30 days after the expiratioa of each six-months period
during the term of the unit agreemeni, and shall contain such
‘pertinent data as may bo necessary for the Commission to determins
"the progress being mede in the Crouse Uait Area,

4. (a) That the unit area shaii ba:
NEW MEXICO PRINCIPAL MERIDIAN

TOWNSHIP 10 SOUTH, RANGE 32 EAST, LEA COUNTY
ection 3
N/2 Sectioa 10

containing 860.3 acres more or less.

(b} Thai the unit arca may ba enlarged or con»racted ,
as provided in said Plan.

i 5. That the unxt operator shall file with the Conm-
uission an executed original or executed counterpart of the Crouse
Unit Agreement within 30 days after the effective date thercof.

6. Thet any party owning rights in the unitized
substances wbo does not commit such rights to said unit agreement
“before the effective date thereof may therezfter become a party
‘thereto by subscribing to such agreement or counterpart thereof,
0r by ratifying the same. The unit operztor shall file with the
‘Commission within 30 days an originai of any such counterpart or
sratification.

7. That this orde:x shuil become effective upon the ‘
approval of said unit agreement by the Commissioner of Public Lands
‘of the State of New Mexico aud shall terminate ipso facto upon
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“the termination of saild unit agrecmasnt The last unit operator
shall dmmediatoly notify the Commisslon In writing of such ’
ternination.

DONE av Santa Fe, Now Koxico on the day and year herein-

~ above designated.
STATE OF NEW XIS E
p OIL, CONSERVATIONX COIIISSIOK :

T JOHN F. SINMS, Chairman

’ E. 8. W

™
. L. PORTER, Jr., m r & Secretafy

ix/ 5




UNIT AGRicMRNT
FOIUTEL (V. LOPMENT AND OP-RATION OF THE
CROUSE UNIT
LA COINTY, NIT% MEXICO

vl ©» AE Y- .‘. ey . - ; [.lr’ ,
THIG ACKHILENT, enlered into ap of Lne‘,ﬁ day of ,/2§‘ )

1956, by and betw: on bhe pasrtics vobaceribirg, ratifying or éunaentiné

hereto, and herein referred to as the '"partics hereto,"

1(; ..(: '! ! H :

o em e ww2

WHFRFAS, the portics hersta srs the owners of working, royslty

o
B
2
ot
¥
3

pthar 0il or gas interests in the unit area sabject to this agreement;

WH;R#%S, the Comzissioner of Public Lénds of the State of New
Mexico is authorized by an Act of the Legislature (Sec. 3, Chap. 88, Laws
1943) as amerded by Sec. 1 of Chapter 162, Laws of 1951, to consent to and
approve the development or operation of State lands under agreements made
by lessees of State land jointly or severally with other lessecs where such
agreements provide for the unit operation or developmeni of pari of or all
of any oil or gas poal, field or area; and

¥HEREAS, the Connissioner of Public Lands of the State of Kew
Hexico is authorized by an A¢£ of the Legislature (sec. 1, Chapter>l62,
Lews of 1951) to amend with the approval of»ihe lessee, any oil and gas
lease embracing State lands so that the length of the term of said lease
may coincide with the term of such agreements for the unit operation and
development of part of or all of any o¢il or gas pool, field or area; and

YHERFAS, the Oll Comservation Ccnliésion of the State of Mew
Mexico (Lerefnafter referred to as the “Commission") is authorized by an
Act of the Legisiature {Chap. 72, Laws 1935) to approve tnis agreement
and vhe conservation provisions hereofj; and

UHERKEAS, Lhe parties héfeto bpold sufficient ivterests in the
Crouse YUnit Area covering the land hereinafter descrited te give reason-

akly effective cortrol of operations therein; and




“HFRKEAS, it is the purpose of tne parties heretc to conserve
natural resources, prevent vaste, and secure other benefits obtainadble
through development and operation of the area subject to this agreement
under ths terms, conditions, and limitations nerein set forth;

NOW, THERBFGRE, in consideration of the premises and the promises
herein cpntainod y the partiél hereto commit to this agreemsut their res-
pective interests in ths below ?lefiln;od ﬁnit Area, md agree severally ameng
themselves as follows:

1. UNIT AREA: The following described land is hereby designated
and recognised ss constituting the Crouse Unit Area: /

| NEW MEXICO PRINCIPAL MZRIDIAN, NAW MEXICO

T‘"lo‘s [ ¥ ) 3-32-3.

Sec. 3: All.
Sec. 10: /2,

'situated in Les County, New Mexiceo, containing
960.3 acres, more or less,

RExhihit WAW attsched haraco is a map showing the Unit Area and

the boundaries and identity of tracts and leases in said area to the extent

nown to the Unit Operator. Ixhibit "B attached hereto is a scheduls shou-
ing to the ext-~- mown to the Unit Oper#tor the acreage, percentage and
kind of ownershi, - il and gas interests in all land in the OUnit Area.
However, nothing herein or in said schedule or map shall be construed as a
representation by any party hereto as to the owmership of any interest octher
than such interest or interests as are shown in said map or schedule as
owned by such party. Exhibits "A" and "B" shill be revised by the Unit
Operstor whenever changes in the Imit Ares render such revision necessary,
or when requested by the Co-niuio&ur of Public Lands, hersinafter referred
to.u *Commissioner.”

The sbove described Unit Ares shell when practicadle be expanded
to include tharein any additional tracf or tracts regarded es reasonably

negessary or sdvisable for the purposes of this zgresment. Such expansion

shall be effectad in the following menners




(a) Unit Qperater, on its own motion or on demand of the Come

misesioner shall prepare a notice of proposed expansion describing the
contemplated changes in the boundaries of the Unit Area, the reasons
therefor, and the proposed effective date thereof,

{b) Said notice shall be delivered to the Commiesioner and copies

thereof mailed to the last known address of each working interest owner,

laagea. snd lacaor wh
ARef. snd ecsor W

e Tecied, advising that vhirty (30)
days will be allomed for submission to the Unit Operstor of any objections,

{c) lpon expiration of the thirtw (30} doy poricd provided in Lhe

preceding item (b) hereof, Unit Operator shall file with the Commissiomer |
evidence of mailing of the notice of expansion and a copy of ary objections
thereto which have been fil‘ed with the Unit Operator.

(d) After due consideration of all pertinent informeticn, the
expansion shall, upon approval by the Commissioner, become effective as of
the date préscribed in the notice thereof, provided, however, if more than
twenty-five (25%) per cent on an acreage basis object to suck expansion, the
saae shall not bs approved;” .provided,, however, that should the iuteresf of
any oﬁjecting working interest owner equal or exceed twenty-five (25%) per
cent on an acreage besis, then and in that event in order to make such ob-
Jection effective hercunder cne additional working interest gwner must join
in such objection,

All lsnd committed to this agreement shall constitute land referred
to herein as *unitized land® or "land subject to ‘his agreement,*

2. UNITIZED SUBSTANCESs All oil, gas, natural gasoline and
associated fluid hydrocarbons in any and all formatioens of the unitized land
are unitised under the terms of this agreement and herein are called
*uniticzed sudstances." ‘

3+ UNIT QOP:RATOR: Sint;lair M1 & Uas Coampany, a Waine corporation,
is hereby dssignated as Unit Operator and by signature hereto commits to
this asgreement all interests in unitized substances vestea in it as set
forth in Exhibit *BY, and agrees and consents tc accept the duties and obli-

gations of Unit Operator for the discovery, development and prodvction of 4




unitired subetances as herein provided. «henever reference is made herein
to the Unit Operator, such reference means the Unit Operator acting in
that oapacity and not &5 an owner of interests in unitized substances, and
the term "working interest owner" when used herein shall include or refer
%o Unit Operator as the owner of a working interest when such an interest
is owned by 1it,

‘ L. RFSIGNATiOH OR RFMOVAL OF UNIT OPERATOR: Unit Operator shall
have the right to resign at any time but such resignstion shall not become
effective until a successor Unit Operator has been selected and approved
in the manner provided for in Article 5 of thig agreement, The resignation
of the Unit Operator shall not release the Unit Operator from any liabiligy
or any default by it hereunder occurring prior to the effective date of its
resignation, |

Urnit Operator may, upon default or failure in the performance of

its duties or obligations hereunder, be subject to removal by the ssme

percentage vote of the owners of working interests determined in like manner

as herein provituc¢ ior the selection of a new Unit Operator. Such removal
shell be effective upon notice thereof te the Commissioner,

‘The resignation or removal of the Unit Omerator under this agree-
ment shall not terminete its right, title or interest as the owner of a
working interest or other interest in unitized substances, but upon the
resignation or removel of Unit (Operator becoming effective, such Unit
Operator shall deliver pos;ession of all equipwent, materials and appur-
tenances used ir conducting the unit operations and ¢wmed by the working
interest owners to the new duly qualified successor ﬁnit Operator or to
the owners thereof if no such new Unit QOperator is elected, to be used for
the purpose of conducting unit operations hereunder. Nothing herein shall
be construed as authorising removal of any material, equipment and appur-
tenances needed for the preservation of any wells,

5. SUCCESSOR UNIT OPFRATOR: W#henever the Unit Operator shall
resign as Unii Operator or shall be removed as hereinabove provided, the

cwners of the working interests according to their respective acreage




interests in all unitized land shall by & majority vote select a successor
Unit Operatorj provided that, if a majority but less than sixty-five (65%)
per cent of the working interests qualified to vote is owned by one party
to this agresment, a concurring vote of sufficient additional parties, so
as to conltituté in the aggregate not less than sixty-five (654%) per cent
.of the total working interests, shall be required to select a new operator,
Such geleetion shall not become effective until (a) a Unit Operator so
selected shall accept in writing the cuties and responsibilities of Unit
Operator, and (b) the selection shall have been approved ty the Commissioner.
If no successor Unit Operator is selected and qualified as herein provided,
the Commissioner at his election may declare this unit agreement terminated,
| 6. ACCOUNTING PROVISIONS: The Unit Operstor shall vay in the
' first instance all costs and expenses incurred in conducting unit operations
hersunder and such costs and expenses and the working interest benefits
accruing hereunder shall be apportioned among the owners of the unitized
- working interests in accordsnce with an operating agreement Ly and between
the Unit Operator and the other ovmers of such interests, whéther one or
more, separately or ebllectively. Any agreement, or agreements entered into
between the working interest owners and the Unit Operator as pro'vided in
this article, whether one or more, are herein referred to as the "(Operating
Agreement® or "Unit Operating Agreement.," No such agreement shall be deemed
either to medify any of the terms and conditions of this Unit Agreement or
to relieve the Unit Cperator of any right or obligation established under
this Unit Agreement, k&ud in cise of any inconsistencies or confliet between
this Unit Agreement and the Operatiug igreement this Unit Agreement shall
prevail,

Te RIGHIS AND OBLIGATIORS OF UNIT OPERATCR: Fxeept as otherwise
specifically provided herein, the exclusive right, privilege and duty of
exercising any and all rights of the parties hereto which are necessary or
convsnient for prospecting for, producing, storing, alloecsting and dis-
tributing the unitized substances are hereby delegated to and shall be

exercised by the Unit Operator as herein provided. Acceptable evidenoe

of title to said rights shall be deposited with said Unit Operator and,




together with this agreement, shall constitute and define the rights,
privileges and obligations of Unit Operator. Nothing herein, however,
shall be construed to transfer title to any land or to any lease or
operating agreement, it being understood that under this agreement the
Unit Operavor, in its capacity as Unlt Operator, shall exercise the rights

Af possession and use vested in the parties hereto only for the purposes

8. IBILLING TO DISCOVERY: Within sixty (60) days after the
effective dite hereof, the Unit (Operator shall commence operations unma
an adequate test weil for o1l and gag at a location 660 feet from the North

line snd 1980 feet from the Last line of Section 73, Township-10-South,

Range-32~Last, and shall drill said well with due diligence to a depth of
10,900 feet or to a depth sufficient, in the opinion of Unit Opaat&, to
test the Devonian Fomﬁtion‘. whichever {5 the lesser depth, or to sush
lesser depth as unitized substances shall be discovered in paying quantities
or until it’ ahall_, in the cpinior of the Unit Operator, be deternined that
the further drilling of said well shall be umwarranted or 1.’practicah1§. JPRES
Until s discovery of a deposit of unitigzed substances capable of being |
produced in paying quantities, Unit Operator shall continue drilling dilia
gently, ope well a2t a time, allowing not more than six (6) moaths between
the caompletion of one well and the beginning of the next well, until & well
capable of producing unitized substances in paying gquantities is completed
to the satisfaction of the Commissioner, or until it is reasonably provem
to the satisfaction of the Unit Operstor that the unitized land is incapable
of producing unitised submtances in paying quantities in the formations
drilled heareunder, \
Any well commenced pricr to the effectife date of this agreement
upon the Unit Ares and drilled to the depth provided herein for the drilling
of an initial test well shall be considered &s complying with the drilling
requirements hersof with respect to the initisl well. Th. Commissioner aay
modify the drilling requirements of this saection by granting reasonsbtle

extensions of time when in his opinion such action is warranted, Upon




failure to comply with the drilling provisionz of this article the Cotw
missioner may, after reasonable notice to the Unit Operator and esch
working interest cwner, leseee and lesmsor at their last known addresses,
declare this Unit Agreement terminated,

9¢ PARTTCIPATION AN]' ALLOCATION OF PROVUCTION AFTER DISCOVERY:

All unitized auh!tsnces produced from the Unit Aree, uxcept any part thereof
used within £he Uﬁit Area for production or daveloﬁment Purposes or unavoid-
ably lost, shall be deemed produced equally on an acreage basis from the
peveral tracts of unitized land and, for the purpose of de °rmining any
banefiﬁa,éccrning under this égraenent, each such tract of unitized land
sball have allocated to it such paréentage of procduction as the number of
acres of such tract bears to the total number of acres of unitigzed land
within the Unit area, except that allocation of procretion hereunder for
purposes other than settlement of royaliy, overriding royalty or payment
out of production obligations of the respective working interest ownere
Bhﬂli be on the basis prescrited in the Unit Qperating Agreement, whetﬁer
in eonformity with the bssis of allocation herein set forth or otherwise,

Notwithsianding ary provision contained herein to the contrary, o SRR
eagh working interest cwner shall have the right to take such cwner's pro=
portionate shere of the unitized substances in kind or to personally sell
or disposs of the same, and nothing herein contained shall be construed as
giving or granting to the Unit Operator the riéht tc s6ll or otherwise dis-
pose of the proportionate share of any working interest owner without
specifie authaorigation from time to time to s do.

10. PAYMFNT OF RENTALS, ROYALTI™S AND OVERRIDING ROYALTIES: All
annual réntala due the State of New Mexico shall be paid by the respective
lease owners in aecordsuce with the terms of their lsases,

¥ith respect to any lease on non-State land containing provisions
which would terminete such lease unless drilling operations were within the
time therein specified commenced upon the land ¢overed thereby or renials
paid for the privilege of deferring such operations, the rentals required

thereby shall be deemed to accrue and become payable during the term of such

lesse as extended by this agreement, only until such time as operations for




the drilling>of the initial test well hereinabove prcvided for in numericsl
Paragraph 8 are commenced. Thereafter, and until production in paying
quantities 18 cbtained from the Unit Area, operations conducted on the Unit
Area in accordance with the pro;isions set forth in numerical Paragraph 8
aiovo shall be deemed drilling opcrations under the terms of each such
lease to the end that each such lease shall continu. in effect during the
tera thereof as modified hereby without further payment of delay rentals
thereunder. All such deliy‘rentais which so become payable prior to the
date on which the drilling of sald initisl tast well is commenced shall be

paid by the respective lease omnars in accordance with the terms of their

All royalties due the respective royalty owners and the State of

New Mexico under the terms of the leases committed to this agreement shall be
computed and paid on the basis of all unitized substances allocated to the
respective leasses committed heretoj provided, however, the State shall be en-
titled to take in kind its share of the unitized substsnces allocated to the
respsctive State leases, and in such case thebﬂnit Operator shall make de-
li!0r10§ of such royalty oil in accordance with the terms of the respective
leases, /

| 'If the Unit Operator introduces gas chbtained from sources other
than the unitised substances into any producing formation for the'purpéae
of repressuring, stimulating or increasing the ultimate recovery of unitized
substaneas therefrom, a like amount of gas, if availeble, with due allowance
for loas or depletion from #ry cause may be withdrawn from the formation
into which the gas was introduced royalty free as to dry gas btut not as to
the products extracted therefrom; provided, that such withdr::nl shall be
at such time as niy‘bc providec in a‘plan of operations consented to hy the
Commissiconer and approved by the Commission as conforming to good petroleum
enginsering practiee; and provided further, that such right of withdrawal
shall tor-iqate on the termination of this Unit Agreement,

if any lease comaitted hereto is burdened with an overriding

royslty, payment out of production, or other charge, in addition to the
ususl one-eighth (1/8) royalty, the owner of each such lease shall bear
and assume the same out of the unitized substances allocated to it under

the terms of the Unit Operating Agreement,




11, LEASHFS AND CONTHACT.. CONKFORMED Ah: ' 3TRNIKDr  The tLerns,
conditions and provisions of all leases, sublcuses, operating siureements
and other oontracts re’ 'ing to the exploration, drilling, development
or operation for oil or gas of the lands committed to this agreement, shall,
upen approval hereof by the Commissioner, be ardd the sems are hereby sx-
p:"ouly modified and amended insofer as they apply to lands within the
| unitind area . the eitinﬁ n§cessuﬂv to make the same conform t§ the
provisions of this agreement and as so modified and apendod shall remain
in fuil forece and effect, and without limiting the generalities of the
foregolng, sll leases, subleases and contracts are particularly modified
in accordance with the rolloiin’g:

(a) The development and operation of the land subject to this
agreemsnt under the terms hereof shall be deemnd full performance of all
obligations for éavelcp;ehi and operation with respect to eack and every
part or aeparately owned tract miﬁjeat to this agreement, regardless of
whether thera i any development of any particular part or tract of the

v Ares, nowlilastanding anything to the contrary 1n any said lease,

‘opersting agresment or other contract by and between the parties herste,
er their Tsapeciive predecessors in interest, or any of them.

- (b) Drﬂ.llinginnd producing operations performed hereindsr upon
any tract ef unitised lands will be accepted and deemed to be performed
upon and for the benefit of each and every tract of unitized lands, and
2o leass shall be deemed to expire by reason of failure to drill or produce
wells situated on the land therein embraced.

{(e) Suspension of drilling or producing operations on all unitised
lands pursuant to direction or écmsent of the Commissioner shall be deemed
. to constitute such suspension pursuant to such direction or consent as to
each and every traet of unitized lands.

{(d) Each lease committed to this sgreement covering lands of the
State of New Mexico is herelry éxprus].y modified and amended insofar as the
same applies to lands within the Urnit Ares, so that the 1§ngth of the

secondary term as to lands within such ares will be extended insofar as




necesssry Lo colnolde with Lthe Leras of Lhies sgreement and the approval
of this agreement by the Commisnioner and the lessee shall, without
mfthcr action of the commissioner or the loseec, be effective to confora
the provisions snd extend the term of each such lesse as to lands within
the unitised ares to the provieione and terma of thie agresment; but
otherwisa to remain in full foree and sfro’ctr. 1vpoh such Siate lease com~
rlflittod to this egreement insofar anm it applies to lhnds within the unitised
srea; shall continue in force beyond the term provided therein so long as
this agreement remsins in effect, provided, drilling operations upon the
initial test well provided for herein shasll have been comaenced or raid well
is in the process of being drilled by the Unit Operator prior te the x-
piration of the shortest term lease committed to this agreement, Termina-
tion of thls agreement shall not affect any such lease which pursuant to tne
terms thereof or any applicable laws shall continue in full force and erfecf
theresafter. The comaencement, completion, operation or prémctidn of a well
on any part of the Uanit Area shall be respectively construed and considered
as the commencement, completiom, operation or production of a well within
the terms and provisions of each such oil aud gas l;ase to the same extent
as though such comsencement, completion, operation or production was carried
on, conducted and/cr obtained from any such leased tract,

(e¢) Pach lease committed to this agroﬁent covering lands uther
‘than those of the State of Kew Mexico which by its terms might expire
prior to the termination of this agreement, ie herely extended beyond any
such term so provided therein so that it will be continued in full foroe
and effect for and during the term of this agreement as to all lands covered
thereby, Termination of this agreement shall not affect any sich lease
covering privately owned lands, the primary term of which has not then
expired, and the same shall continue in full force and effect aecording teo
itl,orizi.ml terms and provisions, provided that the owner of any such lease
shall commence operations for the drilling of a well or resume the peyment

of delay rentals on or before the rental paying dave next ensuing after the

«10-



expiration of thirty (30) days from the date on which terminstion of this
agreement becomes effective, The commencement, co:aplet.ioq, operation or
production of a well om any part of the Unit Area shall be respectively
construed and considered as the commencement, completion, operstion or
pioduction of a well within the terms and provisions of each such oil and
gas lease to the same extent as though such commencement, completion,
operation or production waz carried on, condusted snd/or obtalusd from
each such leased tract,

(£) Zach State lease having only a portion of its land éonnitted
hereto shall be segregated as to the portioh comuitted and the portion neot
comsi tted, and the terms of such lease¢ shall spply separately to sueh
segregsted portions commencing as of the effective date hereof; provided,
hovever, that each ‘afmh'state lease having only a portion of its lands
coﬁitted hereto shall continue in full force and effect beyond the tera
provided therein as to all lands embracsed in such lease, if unitiszed sub-
stances are discoversd and sre capable of being produced in paying quan~
$1ties from any part of the lands embraeed in such lease at the expiration
of the secondary term of such leasej or if, at the expiration of ihe
secondary term, the lessec or the Unit COperator is ther engaged in bona
fido» drilling or reworking operatiﬁns on any part of the lands emiwaced
in such lease, the same as to all lands embraced therein shall remain in
full foroe and effect so long as such opsrations are being diligently
prosecuted, snd if they result in the production of unitized substances,
said leass shall comtimue in full force and effect as to all of the lands
eabraced therein, so long thereafter as unitiged substances in paying
quantities are being produced from any portion of said lands,

12, CONSPRVATI(N: Operations hereunder and production of
anitised substances shall be condﬁcted to provide for the most econcmical
and exficient recovery of said substances without waste, as defined byi or
pursuant to State laws or reg.lations,

13. TRAINAOE: The Unit Cperstor shall take appropriate and

adequate msasures to prevent‘ drainage of unitized substances from unitized




lande by wells on land not cubject to this agreement.

1L. COVENANTS RUM %ITH LaNiit The covenants herein shall be
construed Lo be covenants running with the land with respect to the in-
tersute of the parties hereto und thelr successors in interest until this
agreensnt terminates, and any grant, trensfer or conveyance of interest
in land or leasse subject hereto shall be and hersby is conditioned upon
the assumption of 2l pr.s.vnége_s snd pbligationc hereunder by the grantee,
transferec, or other successer in interest, Mo assignment or transfer of
any working, reyslty or other interest subject hereto shall be bindiug
upon Unit Opergtei* gntil the first day of the calendar Kmonth after Unit
Operator is furnished with the origlnal, photostatic or certified copy
of the instruseni of wranafer. v

15. EFFECTIVE CATE AND TFR: This agreement shall become
- effoctive upon approval bty the Commissioner and shall teruinats in two
(2) years after such date unless {a) such date of expiration is exteuded by
the Commissioner, or,(b) ¢ velusble discovsry of unitized substances bas
besn aads on wnitised land during said initial term or any extension thcroof
in which case thiz agreement shall remain in effect so long as unitized
s#hsfﬁmun ecan hc producsd from the unitised land in peyin quantities and,
skould production ceas> ;. so long thersafter as diligent operations are in
progress for the restorstion of production or discovery of new produetion
and so long theresfter as the unitired substances so discoversd can de
produesd as aforesaid., This agrecment may be terminated at mny time YWy
not less than sixty-five (65%) per cent on an acreage besis of the owners
of the working interests signatory hereto with the approvsl of the Com-
missioner. Likewise, as provided in Article 8 hereof, the Commissioner may,
after reasonable notice to the Unit Operator and cach working interest owmer,
lesses and lessor at their last lmown addresses, declare this Unit Agresment
terminsted,

16. RATE OF PROTUCTION: All pruduction and the disposal thereef
shall be in conformity with allocations, sllotments and guotas made or |

fixed by the Commission and in conformity with all applicable laws and




lawful regulations,

17. APPEMMZCﬁéa Unit Operator shall, after notice to other
parties affected, have tiic right to appear for &nd on behal: of any and
all interests affected hereby before the Commissioner of Public Lands and
the Xew Mexico 01l Conservation Commission and to appeal from orders
issued under the regulations of the Commissioner or Commission or to apply
for reliel from amr of éaid regulations or in any proceedings relstive %o
operations pending before the Commissioner or Commission; provided, i.owever,
that any other interested party shall also have the right at its own expense
to sppear and to participate in any such proceeding, |

18, NOTICES: All noiieea, demands or statements required here-
under to be given or rendered to the parties hereto shall be deemed fully
given if given in writirg and personally delivered te the part& or sent
by po:tpaidvregistoréd mail, addressed to such party or parties at their
respective lddrea;es set forih in connection with theiignatures hereto
or to the ratification or consent hereof or to such other address as my
such party msy have furnished in writing to party sending the notice,
demand or itat-snt. '

19, UNAVOIDABLE IELAY: 41l obligations under this agreement
requiring the Unit Operator to commence or continue driiling or to operate
on or prédueo unitizsed substances fros any of the lands covered by this
sgreement shall be suspended while, btut only so long as, the Unit Operator,
despite the exercise of due :are and diligence, ig prevented from complying
with such obligations, in whole or in part, by strikes, war, acts of God,
Federsl, Stete or mnicipal law or agencies, nnavoidable ascidents, un-

controllable delays in transpeitation, inability to obtain necessary

materials in open market, or other matters beyond the reasonable control

of the Unit Operator whether similar to matters herein enumerated or not,

20. LOSS OF TITLE: In the sveni title to any tract of unitized
land or substantial interest therein shall fail and the true owner camnot
be induced to join the Unit Agreement sc that such tract 15 not committed

to this agreemeni or the operation thersof hereunder becomes impracticable




as & result thereof, such tract may be eliminated from the unitized ares,
and ths interest of the parties readjusted as a result of such tract being
eliminated from the unitised area, In the event of a dispute as to the
title to any royalty, working or other interest subject hereto, the Unit
Operator may withhold payment or cdelivery of the allocated portion of the
unitized substances involved on account thereof without liability for ine
terestuntil the dispute ia finally settled, provided that no payment of
funds due t;be Stat.é of New Mexico shall Eerwithheld, buﬁ such funds shsll
be deposited with the Commissioner of Publie Lands to be held as unearned
money pending finsl settlement of the title dispute, and then applied as
earned or returned in accordance with such final settlement, Unit Cperator
as such is relieved from any responcibility for any defect or failure of any
title hereunder,

21, SUBSEQUENT JOINDER: Any oil or gas interest in lands within
the Unit Area not committed hereto prior to the submission of this agireement
for final spproval either by the Commission or_'cbmissioner may be committed
hereto by the owner or owners of such righis subseribing or consenting to
this agreement or executing a ratification thareof, and if such ramer is
alsc a working interest owner, by subscribing to the operating agreement
. proviaing for the allocation of eo;ts of exploration, development and opera~
tion, After opera‘f.iona are commenced hereunder, the right of subsequent
Joinder by a working intersst owner shall ©te subject to 31l of the require-
ments of any applicable operating agreement between the working interest
owners relative to the allocation of production and the costs of exploration,
development and operation. A subsequent joinder shall be effective ms of
the first day of the month following the filing with the Commissioner and
the Comazission of duly executed counterparts of the instrument or instruments
committing the interest of such owner to this agreement, but such joining
party or parties before participating in any benefite hereunder shall be

required toc assums and pay to Urit Operator their proportionate share of

the unit expense incurred prior tc sueh party's or parties! joinder in the
Unit Agreement, and the Unit Operator shall make sppropriate adjustaents




caused by such joinder, without any retroactive adjustment of
revenue.

22. COUNTERPARTS: 7This agrcement may be executed in any
number of counterparts, no one of which needs to be executed by
all partles or may be ratified or consented to by separate instru-
ment in writing specifically referring hereto, and shall be binding
upon all those parties whe have exseuted such a counterpart, rati-
fication, or consent hereto with the same force and effect as if
all such parfies}had signed the same document and regardless of
whether or not it is executed by all other parties owning or
claiming an interest in the lands within the above described Unit
Area.

IN WITNESS WHEREGF, the undersigned parties hereto have
caused this agreement to be executed as of the respective dates

set opposite their signatures.

ATTEST:
ﬁg—é——‘ z% | / Victﬁ President
ecretary
- Addressa P, 0, Box 1470
Date & / 4;4'§ Midland, Texas

UNIT OPERAT(R AND WORKING INTEREST OWNER .

NG ) T S

AMERAY PETROLEUM CORPCGRATION .
ATTEST: / /) [APPROVED
L By A/C;<7 Lj?{ Amij;éfu,é gulj;fw
Sexlne Vi President/ :f::_(

n‘t°:2226:§;: & [ JSE
» Addroesss . ©. lox 20LO

L LI R N ey
Tulosa 2, Oklasona

-15-




STATE OF ((Ligpryen )
county of __ J.o(y o )

The foregoing instrument was acknowledged before me this
/ & f day of _}1'—/(/r\c s ’ 1956’ by \Jé—}\’h’ }1 ]r‘-'A,nMa\,
Vice-President of SINCLAIR OIL & GAS COMPANY, a Maine corpofation,

on behalf of sald corporation.

Notary Public/' :Ln

My commission expires: . n
County, /;0/

AUG2 2 958

STATE (F __OK AHOMA
COUNTY OF TuLsA

)
)
)

The foregoing instrument was acknowledged before me this

L& aay of :%‘: , 1956, by 3. B. WEATRERBY

President of /AMERADA PEYROLZUM CORPORATION, 8 o/ da conto
corporation, on. behalf of said corporation.

//LLM CH e
(.~ Notary Public in and for _ ILitA

County, _ OKLAHOWA ;

My commission e pires Oclaber 25, 1956

My commission expirest

-16-
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EXHIBIT "B* |
CROUSE UNIT - L
LEA COUNTY, NEW MEXICO | L

SCHRUULE SHOWING THE PERCENTAGE AND KIND OF OWNERSHIP OF OIL AND GAS

INTERESTS IN ALL LANDS IN THE UNIT AREA.

1

S : Lease No. and Overriding o
. ¥ract Description No. of Expiration Baslic Royalty and - royalty and Working Interest
3 &;______q;__L_a_x_xg Acres Date of Lease Percentage Pey_:eptag_e Owner
$-10-S, R-32-E , .
Sec. 3: All 640.3 E-976 State of New Mexico - All None Sinclair Oil & Gas Company =
9/10/56 -
F-10-S, R-32-E | | o
Sec. 10: N/2 - 320 51232 , State of New Mexicce - All None Amerada Fetroleum Corporatiss
' 10/57 - : '

'..-*_—-i: :

All State Land, 2 tracts, containing 960.3 acres, CROUSE UNIT ARMM




CERTIFICATE OF APPROVAL
BY COMMISSIONER OF PUBLIC L.iNDS, STATE OF NuW MEXICO
OF UNIT AGREEMENT FOR DEVELOPMENT AND OPERATION
OF CROUSE UNIT AREA, LEA COUNTY, NEW MEXICCQ

There having been presented to the undersigned Commissioner of
Public Landes of the State of New lMexico for exsmination, an agreemeat for
the development and operation of the Crouse Unit Area, Lea County, New
Mexico, dated the day of , 1956, in whieh
Sinclair 011 & Gas Company, a corporation, 12 Eesignatod as Operator, and
which has besn executed by various parties owuing and holding oil and gas
leases ambracing lands within the Unit Area and upon sxamination of said
Agreement, the Commissioner finds:

(a) That such Agreement will tend to promote the ccnservation
£ oil and gas and the beiier utilisation of rsservoir
energy in said fileld;

(b) That undsr the operations vroposed, the State will receive
its falr share of the recoverable oil or gas in place under
its land in the area affected;

(e) That the Agreement is in other respects for the best interest
of the State;

(d) That the Agreement provides for the unit operation of the .
field, for the allocation of production, and the sharing
of proceeds from a part of the area coversd by the Agree-
went Oon an acreags basis as specified in the Agreement. '

NOW THEREFORE, Uy virtue of the authority conferred upon me by
the Laws of the State of lew Hexice, I, the undersigned Commigsioner of
Publie Lands of the Stats cf New Mexice, for the purpose of more properly
eonserving the oil and gas resources of the State, do herety consent to
and gpprove the above referred to Crouse Unit Agreement as to the lands
of the State of New Mexico committed thereto, and all oil and gas leases
exbracing lands of the State of Hew Mexico committad to maid Agresment
shall be and the same are hereby amended so that the provisions thereof will
conform to the provisions of said Unit Agreement and so that the length of
the secondary term of each such lease as to ths lands within the unit area
will be extended, insofar as necessary, to coineide with the term of said
Unit Agreement, and in the event the term of said Unit Agreewment shall be
extended as provided therein such extension shell also be effective to
extend the term of each oil and gas leasse embracing lands of the State of
New Mexico committed to ssid Unit Agreement which would otherwise expirs,
sc as to coincide with the extended term of such Urit Agreement.

N WITNESS WHEREQF, this certificate of appro’lal is exscuted as
of this the day of ) ’ 19 .

Commissioner of Public Lands
of the State of New Mexieco.




BEirORE THE OTL CONSERVATION COMMISSION OF THE
STATE OF Rl X 1CO

IN THE MATTER OF THE APPLTCATTON CF
STNCLATR OIL & GAS COMPANY WOR THE
APPROVAL OF THE CROUSE UNTT, BIBRACING
960.3 ACRES, HMORE OR LESS, LOCATED IR
TOAHSHTP LO-3CUTH, RANGE 32-EAST,

L. 4, P. M., LEA COUNTY, HEW MEXICO

CASE No._;{{f

ORDER NO. _

APPLICATTIOTH

Sinclair 0il & Gas Company, a Maine corporation with
offices at Midland, Texas, files herewith three (3) copies of
a proposed Unit Agreement for the development and operation of
the Crouse Unit Area, Lea County, New Mexico, and hereby makes
application for approval of said Unit Agreement as provided by
law, and iﬁ support thereof shows:

1.

That the proposed Unit Area covered by said Unit Agree-
ment embraces 960.3 acres, more or 1ess, situated in Lea County,
New Mexico, and more particularly described as follows:

NEW MEXTICO PRINCTIPAL MERIDIAN, NEW MEXICO

T-10-5, R-32-E.

Sec. 3: -All.
Sec. 10: N/2.
2. |

That all of the lands embraced within the proposed Unit
Area afe State landas,

, ;.

That applicant is informed and believes, and upon such
information and belief states that the Unit Area embraces sub-
stantially all of the geological feature involved, and that in
the event of the discovery of oil or gas thereon, the Unit
Agreement will permit the producing area to be develoned and
operated in the interest of conservation and the prevention of

waste of oil and gas.




L,

That applicant, Sinclair 0il & Gas Company, is designated
as Unit Operator of the Unit Agreement and as such is given |
authority under the terms thereof to carry on all operations
necessary for the development and operétion of the Unit Area for
the production of oil and/or gas, subject to all applicable laws
and regulations. That said Unit Agreement provides for the
commencement of a test well for oil and/or gas within sixty (60)
days after the effective date of said Unit Agreemént, and for
the drilling thereof with due diligence to a depth sufficient.
to test fully the Devonian Formation, or to such lesser depth
as unitized substances shall be discovered in paying quantities;
provided, however, that Unit Operator is not required in any
event to drill said well %o a depth in excess of 10,900 feet.

5. |

That the development and dperatidn of the Unit Area will
be conducted in accordance with a plan of development and opera-
tion having the approval of the'Commissioner of Pﬁblic Lands for
the State of Hew HMexicoj that under said Unit Agreement the
State of New Mexico will receive its fair share of the,oiliand
gas; and that said Unit Agreement in all respects tends to pre-
vent waste and promote conservation of 0il and gas.

6. .
That the names and addresses of all the working interest
owners other than Sinclair 0il & Gas Company are as follows:.
Amerada Petroleum Corporation |
P. 0. Box 2040
Tulsa 2, Oklahoma
7.

That application is being made for the approval of said
Unit Agreement by the Commissioner of Public Lands of the State
of New llexico.

8.

That within ten (10) days from the effective date of the




Unit Agreement, an executed copy of sald Unit Agreement will be
filed with the Crmmission.

WHEREF(RE, applicant Sinclair 0il & Gas Company prays
that this Commission set this application for a public hearing
before an Examiner, that notices be issued according to law, and
that upon said hearing said Unit Agreement be approved by this

Commission.

NAT. J. HARBEN
LAYTON A. WEBB

BypﬁéfﬁZQVJZi; 4{i:£éz4521/’
%gi%on A. Webb

P. 0. Box 1470
Midland, Texas

ATTRNEYS FOR APPLICANT
SINCLATR OIL & GAS COMPANY.







