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NEW MEXICO STATE LAND OFFICE 7

CERTIFICATE OF APPROVAL

Y
CRMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO

HALLWOOD ENERGY COMPANTES - QUINOCO JAQUEZ K2 COM MELL # 2.
SAN JUAN COUNTY, NEW MEXICO

W/2 Section 2, Township 31 North, Range 13 West - Fruitland Coal - 319.80 acres

There having been presented to the undersigned Commisesioner of Public Lands
of the State of New Mexico for examination,the attached Agreement for the de-
velopment and operation of acreage which is described within the attached Agree-
ment, dated March 1. 1990 , which has been executed, or is
to be executed by parties owning and holding oil and gas leases and royalty in-
terests in and under the property described, and upon examination of said Agree-
ment, the Commigsioner finds:

(a) That such agreement will tend to promote the conservation
of oil and gas and the better utilization ~¢ —- -AJ'1303
energy in said area. - -3

(b) That under the proposed agreement, the Stat ’ﬂLﬁ':;* -
will receive its fair share of the recovera oo ; ) %/
in place under its lands in the area. - ;;’;”‘L

(c) That each beneficiary Institution of the St:
Mexico will receive its fair and equitable ¢ —
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 under Sections
19-10-45, 19-10-46, 19-10-47, New Mexico Statutes Annotated, 1978 Compilation,
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 Agree-
ment. This approval is subject to all of the provigsions of the aforesaid
statutes.

IN WITNESS WHEREOF, this Certificate of Approval is executed, with seal
affixed, this 21st day of August , 19 90

ey

COMMISSIONER OF PUBLIG LANDS
of the State of New Mexico




Tract No. £ 5

E. Ellison Hatfield and
Virginia R. Hatfield
(BK 317, Pg 158)

Lessor:

Lessee of Recorc:
Serial No. of Lease:
pate o7 Lease:
escription of Lands
LommiTtel:

No. of Acres:

159.95 gr/ 59.98 net

Tract No. ¥ ©
Lessor: Guy A. Bell Sr. and
Elsie Bell
(BK 313, Pg 179)

Lessee of Record:
Serial No. of Lease:
Date of Lease:
Description of Lancs
Commitied:

Ne. of Acres:

80 ar/ 20 net

Xxxxxxx«ixx&muxxxxxxxxxxnx%xk¥§xi%&xx¥%i
XRXRMOOOIEX XX ERRTXDOXIXRTR X XK XXX KK X
KRREX

EM Nominee Partnership Company 70.40625%
Consolidated Qil and Qas, Inc. 29.59375%
Fee

January 10, 1957

T31N-R13W

Sec. 2: W/2SW/4. Lot 4(NW/ANW/A) & SW/ANW/4

mxm@xmﬁxm&mxxxﬂmﬁ}xﬂ%ﬂ?
DODODORKX X XXX X XK RRIXXXXIHIHKXXRKX K XRAXANK
XXX

70.40625%
29.59375%

EM Nominee Partnership Company
Consolidated 0il _and Gas, Inc.
Fee

June 6, 1956

T31IN-R13W

Sec. 2: W/25W/4

RECAPITULATION

TRACT NO. NO. OF ACRES FERCENTAGE 07 INTEREZST
COMMITTED Ih COMMUNITIZED ALZA
Lezse No. I
Lezse No. 2
.Lease No. 3
Lease Ne. 4

kev. 6/21/198%

1



Tract No. XX 7

Lessor: Julio M. Tafoya and KK XK X XX X RIXBNX XXX KR KREXXERXX

Lena R. Tofoya HAHKNNOTK X X XKKX XK HREX XXX KRN XXRKXX %X

(BK 316, Pg 116) XXHXEX

EN, Nominee Partnership Company 70.40625%

Lessee of Recorc: Consolidated 0il and Gas. Inc. 29.59375%
Serial No. of Lease: Fee
pate of Lease: November 23, 1956
pescription of Lands T31IN-R13K
Commictted: Sec. 2: Lot 4 (NW/4NW/4) and SV/4NW/4

No. of Acres:

79.95 gr/ 19.99 net

Trac: No. &

Lessor: State of MNew Mexico acting by and
through its (Commissioner of FPublic
Lands

Lessee of Record:
Serial No. of Lease:
Dzte of Leazse:
Description of Lancs
Commitied:

No. of Acres:

RECAPITULATION

TRACT KNO. NO. OF ACRES PERCENTAEE OF INTEREST
COMMITTED IN COMMUKITIZED ARZA

Lezse No. 1 40.0 12.5%
Lezse No. 2 79.85 25.0%

.Lsase No. 3 40.0 12.5%
Lezse No. 4 159.95 gr/59.98 net 18.75%
Lease No. 5 159.95 gr/49.98 net 18.75%
Lease No. 6 80.0 gr/ 20.0 net 6.252
Lease No.7 79.95 gr/ 199.99 net 6.25%

kev. 6/21/1%989 319.8 gr/net

X8



COMMUNITIZATION AGREEMENT

STATZ OF KW MZXIZUY KRDV ALL MER BY THISE PRESZNTS:
COUNTY 05 San Juan
THAT THIS AGREEMZNT is entered into as of the _1st of March 1£90 , by

and between the parties subscribing, ratifying or consencing heretu, Such
parcies nereinatter peing referred to es “"Farties herezc’;

WHERZAS, the Commicsioner of Public Lands of the Zliate of KNew Mhexico 1S
avtnorized by ne Legisiature, as set jorth in Sec. 18-10-23, Nenw MeXICO
Sterures, Annoctsted, 1578 Laws, in tne interest of conservetion of~oi7 & pgas
and the prevention of weste to consent o and approve the gevelopment OF
operzzicr of State lands under agreements made Dy lessees of o7l & pes leases
chereon, jointly or severally with other 0i] & gas Jessees o7 Stete Langs, OF
0i] and pzs iessees or minera] owners of privately owned or Tee ianqs, Tor ine
purpose of pooling or communitizing such lancs to form & proretion unit or
portion thereo?, or well-spacing unii, pursuant o any rder, ruie or
regulazion of the New Mexico 07l Conservation Division of the HNew MsxiCO
Znergy Minerals and Ketura] Resources Depariment where such egreement proviges
Zor the allocation of the production of o1l or gas Trom such pools or
communitized area on an acreage or other bzsis found by the Commissioner to D2
feir and eguitabie.

WHEEZAS, the parties hereto, being o7l and gas lessees of recorg, covering
izngs svbject to this agreement, insofer es such leases cover the iancs
hereineizer cescribed, which leases are more particuiariy, gescribed 1n ing
chedule ztteched hereto, marked Exhibit “A" end mage & part hereo?, for &ll
purposes anc;

WHERZAS, seid -
(hersinzizer referred to as ‘“seid formztion") in &nc unoer the iang
nersinzizer Gescribef cannot be indepencently deveioped eng opergzed 1D
conformitv with the well spacing program established Tor such fecrmzzion in and
unger scid iengos anc;

Yo~

WHERZAS, the pariies hereto desire to communitize and pool their resps::ivq
inzerests in szid Ieases subject to this agreement Tor the purpase o7
deveJoping, operziing and producing hydrocarbons in the szid formetion in and
unger =he iand hereinzfter gescribed subject to the terms hereo?.

NOW THEREFDRE, in considerzzion of the premises and the mutue i advantages o
the parties hereto, it is mutuelly covenanted and agreed Dy end beiween Ine
ungersigned as 7oliows:

1. The lands covered by this eagreement (hereinziter reverred o0 &%
"communitize agrez") are descibed a5 Tollows:
7ownship 31N Range 13W K. M. P. M,

*This agreement no? to be used for helium cr carbon dicxice.

easec, insotar a&s they cover theFrgiglgﬂg_gpa1formatioq(s)



Section 2. W/2?

- _San Juan Lounzy, hew Mexico .
containing __ 319,80 acres, more or less, and so hereby peclare that 1t

is tne Juaogment OT Ttne parries nerero tnar the communitization, pooiing and
~onspliczTior cf tne eroreseic land into é Single umit Tor Ine geve jopment and
proguczion of nhycrocarpons Yrom Ihe said formation in and unger Said lang 1s
necessary and aovisable 1n croe- To properly geve lop and proavze 1nhe
nvdrocertons in the said formation beneath said land in accorcance with tne
spacing ruies of the 0il] (Conserverion Division of the hew Mexico EZnergy,
Minerais ang Natura] Resources Department, State of hew Mexico, and in croer
t0 promote the corservetion of tne hvorocarbons in and That may be proau:gd
fror scid formetior in and unger said lands, and would be in the public
interesz;

AND, for the purposes aforeseid, the pariies hereto do hereby communitize for
prorecion or spacing purposes unly tne leases described in Exhibit A" nereto
insofar as they cover hydrocarbons witnin and that may be proguced from the
said formation (hereinafter referred to as “Communitized Substances" ) beneath
+he above-described land, into a singie communitization, for ihe geve lopment,
produczior, operetion and conservation of the hvdrozarbons in said formation
benesztn said lands.

f+tached hereto and made & part of this agreement for e]l purposes, is Exhibit
Vv chowing the acreage, and ownership (Lessees of kecord) of &ll lanas within
the communiiized area. _

2. The communi*ized area she!] be develioped and opereted as an entirely
with the underszanding and agreement between the parties hereto thet
z]] communitized substances proguced therefrom shell be &illoceted
among the Ieases described in Exhibit ‘A" hereto in :he proporiior
thet the mumber of surface ecres covered by esch of such iszses end
inciuged within the communitized arez bears to the Totél number ot
egcres conzained in the communiiized area.

Loy

. Subject o Paragraph £, the rovelties pevebie on communitized
supszances éllocezed to the incivicuel lezses and the rentéls proviasd
7or in séid ieases shkell be determined and peid in he manner &nc on
the besis prescribed in each of szid le2ses, Except 2s provided Yor
under the terms and provisions of the lezses described in Exhibit "AT
hereto or es herein provided to the contrary, the payment 07 rentéls
under the terms of scid Jleeses shall not be &frected by this
agreemenz; &nd except as herein mocified end changed or heretociore
gmeqded, the 07l and ces Jeeses subject to this agreement she 1l remzin
in 7ull Torce and effect es originélly issued end amengetd.

4. The Staze of New Mexico herezfter is entitied to the right to take in

- d e
kind its share for the communitized substences &liocazel O such
tract, and Operstor shel] make deliveries of such rovelty share taken
in  kind in  conformity with applicable contracts, Iaws, and
reguiations.

($11

. There shall be no obligstion upon the parties hereto to ©OFiSer &ny
well or welis situzted on the <craczs of jand comprising int

%



communitized area, nor tne undersigned be reguired IO measure
separately the communitized subsiances by reason of the diverse
ownership of tne separate tract: of Jand comprisins  t.f said
communicized arez; provioed, however, that the parties nere.o snall
not be reieased from tneir pbligzTtion to protecl INE communizizec aree
from grainage of communitized substances by welis wnict may D& 07} Z’Ed
within o7fset distance (as tnat term 1is oefined) of cne communitized
arez.

The commencement, complietion, and conIinued popergtion or proguction of
e well or wells for communitized subs:tances on the communitized area
shal] be consicered as the commencement, completion, conzinued
operzrion or produczion as to each of tne leases gescribec in Exhibit
A" hereto.

The production of communitized substances and disposel ~hereof chall
be in conformity with the &ljczations, &llotments, and guctas mage Or
fixed by any duly authorized person or reguletory body under
epplicabie Federal or State jaws or statutes. This agresment shé 7.] be
subject to &ll applicable Federz] and State laws, executive oraers,
ruies and reguletions affecting the performance pof the provisions
hereof, and no party hereto shall suffer a forfeiture or be liable 1n
Gamages for tailure to comply with any of the provisions of tkis
agreement 17 compliance 15 prevented by or if such fzijure results
from compliance with any such laws, oraoers, ruies and regulztions.

Quinoco Petroleum, Inc. shell be the Operetor of
Se10 COMNUniziZeC areé ang &ll matters o©Ff Operétion shell be
determined and pertormed by __Quingco Petroleum, Inc .

This agreement shall be effective és 0f *he gzte hereinzbove writien
upon execu-ion by the necessary parties, notwithszanding the cete OT
execuzion end upon approvel by the Commissioner of Public Lencds, shell
remzin in tull force and effect for é period of one vear “rom the GETE
hereo? and as iong thersz¥ter es communitized substances are produced
From the communictized eres in commercii] QuanTities; providec, thé:
this egreement shell no: expire 17 <here is & well capable o7
progucing czs in peying guartities Joceted upon SOmE part of tne
communitized arez, if such well is shut-in due to the inability of the
operztor to obtain e pipeiine connection or 10 market the pgas
therefrom, end if & Shut-in rovelty hes been timely and properiy paid
pursuant to the provisions of one of the State of New Mexizo o1l and
gz2s leases covering Jlancs subject IO +his agreemen:t So &S TO prevent
the expiration of such iease; providel further, however, thet prior o
proguction in commerciel guentities Yrom the communizized eree, and
upon Fulfiliment of &l] reguirements of the Commicsioner of Public
Lencs with respect to any ary hole or &bandonsd well cr-illed upon the
communitized arez, this Agreement M2y be cermineted et any tTime DY
muiue] egreement o©Ff tne parties heretc. This zgreemens Sh&ll not
terminate upon cessztion of produciion Of communitized substances i,
within sixty (60) Gavs therezfter, reworking or darilling operetions on
the communicized area are commenced and are thereatier congucted with

rezsonzbie ¢iligence during the period of non-prodgucTion.



10. Operator will furnish the 0i] Conservation Division of tne hew Mex1co
Energy Minerals ana Natural kesources Depariment, and the Commissioner
of Public Lanas, of tihe S:tate of hew Mexico, with any and all reports,
statements, notices and well Jogs and recor?s which may be reguired
unger tne laws and reouleTions of the State o7 hew MEX1CO.

11. It 1is agreed between the parties hereto thct the Commissioner of
Fublic Lanas, or nis auly autnorized representatives, Shi 11 nave 1ne
right of supervision over &1l operétions unasr the communitized area
to the same extent and gegree as provided in the oil and ges leases
described in Exnibit “A" nereto and in the applicable o1l and gas
reaulacions of tne State of New Mexico.

If any oraer of the 07] Conservation Division of the New M:fxi:o Energy
Minerals and Natura] Resources Departmenmt, upon which Ih1s ggreement
is predicated or based is in anyway changed or modifiec, then in such
event said agreement is likewise modified to conform tnereto.

a
Ny
o

12. This agreement may be executed in any mumber of counterparts, no one
of which needs to be executed by all partiez, or may bg ratified or
consented to by separate instruments, in writing, .spemﬁcqﬂy
referring hereto, and snell be binding upon &ll parties vho have
execured such a counterpart, ratification or consent hereto with the
same force and effect as if é1] parties had signed the same doZument.

14. This apreement shall be binding upon the parties hereto and shall
extend to &nd be binding upon their respective heivs, €XeCUIOTS,
eaminisTtrators, successors and 2£510ns.

- , . <
IN KITNESS WHEREDS, the parties hereto have executed this agreement as 01
the gey aend year 7irsc above writien.

OPZRATOR: Quinoco Petroleum, Inc., as Agent
EY: and Operator for EM Nominee

‘, A Partnership Company.
ATTEST: (/l ] w% ZISEIS 0F REZORD: y7iccnd il ton o - Y
Cathleen M ! Russell P. Meduna
Secretar, Q\.\“Q?’""‘-&" Executive Vice-President
.l% L] -
ATTEST: DA, Consolidated-01T & Gas, Inc.
cakyn omasy ¢ ~
Ass ta’{ls gcgtlﬁ? LD —
o By: Simmons &
STATZ CF Opieeeeser’' ol & ) President & Chief Executive Officer
/55
ZOUNTY OF )
The Toregoing instrument vzs acknowiedoed beiore me this _gdzy of ____
& by , s  Attorney in fact on benzit 07

Comzany.

N



Fi LommiSSion ZXpires nNotary Fupiic

STATE OF COLORADO )

)ss
COUNTY OF DENVER )
The foregoing instrument was acknowiedoed before me this /ﬂ"da_y o7 _LM_‘?%—'
70(1( by ~ Russell P. Meduna , &s Attorney in Fact on  pens it
Quinoco Petroleum, Inc. Company, Agent and Operator for

EM Nom/nee Partnership Company

1515 )73 | /@ Jiha %%% o/

my Lommission ctxpires /hotary fupiic

STATE 05 Coloruah )

s
COUKTY OF . Denve )

The foregoino instrument was a”J'nowiea‘abd before me this 2’27 day of
yne 1870 bJ' 6)54@& S s ons , &S5 Atrtorney in ract
on penz it of Sed T SERPNGy. | Lompany.

J- &7

My (ommission Expires

STATE OF )
Jes
COUNTY CF )
The Foregoing instrument wes acknowiedged beiore me this gev of
12 by es Attorney 1n fact on D‘-"Fz:ll
o7 Lompany.
My lommission £xpires hotary Fupiic
STATE OF )
)es
COUNTY OF )
- -~ . . - . - | - - Ee
The foregoing instrument wes acknowiedped beiore me this _ gay O
18 by 2s Aztorney 1n fact on
peneé IT o7 Company.

Hy Commission £Xpires hotary Fupiic



EXHIEIT “ A

Artached to and mege @& part of that Communitization Agreement dated

March 1, 1990 by and between EM Nominee '

Partnership Company ' and Consolidated 0l & Gas. 1nc :
Company covering Ine W/2 Sectiwon 2

jownsnip 31N kanoe 13W , Lounty, new Mexicc.

Operator of Communi:ized Area:

Company Quinoco Petroleum, Inc.

Description of Leases Commitiec:

Tract No. 1

Lessor: A. C. Jaquez and StatexxafxxHEnxxMexiErx x RELINGX X DEx x RBFX X
Virginia D. Jaquez LRRRHER XX XX X XDOMIBSSHOMETN X X X X X RXDDIFX
(BK 125, Pg 98) kans
EM Nominee Partnership Company 66.65625%
Lessee of Recorc: Consolidated 0i] and Gas, Inc.  33.34375%
Serial No. of Lease: FEE
Dete of Lease: November 22, 1946, as amended
escription of Lands T31N-R13W
Commitzed: Sec. 2: NE/4SW/4

Ne. of Acres:

40.0 gr/net
Trect he. 2
Lessor: Julio Tofoya and OB X XORK X MR X KK X XEX R KRE X XBK X XRRE
Lena R. Tofoya nxxxxxxxxxxxxxxfmmmxxxwxuxxyxxx&xxRHRXX&
(BK 320, Pg 96) LEnos
EM Nominee Partnership Company 66.65625%
Lessee of Recorc: Gonsolidated 0il and Gas, Inc. 33.34375%
Seriel Ko. of Lease: Fee
_ Late of Lezse: Japnuary 28, 1957
escription of Lancs T3IN-R13W
Commizzec: Sec. 2: Lot 3 (NE/ANW/4) and SF/4NW/4

kc. ¢7 Acres:
79.85 gr/net

™



Tract No. 3

Lessor:

Lessee of Record:
Ser-jal No. of Lease:
Date of Lease:
pescription of Lands
Commictted:

No. of Acres:

40 gr/net

Trac: No. 4

Lessor: R. Y. Austin, Maria Austin
and Mary S. Austin
(BK 317, Pg 157)

Lessee of Record:
Serial No. of Lease:
Date of Lease:
Description of Lands
Comnitied:

No. of Acres:

159.95gr/59.98net

State of HKew Mexico acting by and
through its Commicsioner of Public
Langs

Consolidated 0il and Gas, Inc. 100%
QG-290

Qctober 16, 1956

T31IN-R13W
Sec. 2: SE/4ASW/4

xxxxxxxnixxﬂnnxxhxxﬁxxxxxxx&kmxxx&XxxiRﬂ
;nxznphxx»kxxxnmxmuxxxanrxxxxx&xxk%kXXi
£XXE

EM Nominee Partnership Company 70.40625%
Consolidated Qil _and Gas. Inc.  29.59375%
Fee

December 29, 1956

T31IN-R13W

Sec. 2: W/2SW/4. Lot 4A(NW/4NW/4) & SW/4NW/4

RECAPITULATION

TRACT KO.
COMMITTEZD

Lease No. 1

Lezse No. 2

Lezse No. 3

kev.

Lease No. 4

6/21/1988

NO. DF ACRZS

PERCENTAGE OF INTEREST
IN COMMUNITIZED AREZA



