- NEW MEXICO STATE LAND OFFICE
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Agreemcm d:ned Apnl 13 2015 whlch has been executed or is 1o be exocutcd by parues owrung and holdmg oﬂ and gas leases and

lf
royalty i :mcrests in and under the propeny descnbed and upon examination of smd Agreemenl the Commlssxoner finds:

That such agreemcm w11] !end to pmmote the conservatmn of oil and gas and the

@
better uuhzaUOn of reservoir energy in said area.
That under the proposed agreemcnt the Swle of New M(.xxco wnll recelvc its fair

sharc of the recoverable oil or gas in place under its ]ands in lhe area.

®
That ench bcneﬁc:zu'y lnsumnon of the Staté of New Mexxco wnll receive its fair
- and eqmlablc share of the recovemblc oil and gas under i |ts lands wuhm the area.

@

@ That such agreement'ls in Other fespgcts for the best interests of the State, with
respocl to state lands I o

NOW THEREFORE by virtue of the authomy conferred upon me under Secuons 19- 10-45 19-10-46, 19 1047, New Me)uco
Statutes Annotated, 1973 Compilation, I. the undersigned Commissioner of Pubhc Lands of the Staie of New Mexico, for the purpose
of more properly consemng the oil and gas resources of the State do hereby consent 1o and approve the said Agreemenl and’ any
Ieases embracmg lands of the State of New Mexlco wuhm 1he arca sha!l be and the snme are hereby amended to conforrn with the
n in full fome and effect nccordmg to the terms and conditions of said Agreement. Thxs approva! is

i, ‘halb
55‘; sv.)ns g"’f the aforesaid statues,

w& B}\\\\\};\
o &;earoﬁf@

CO\E!ISSIONER OF P UBLIC LANDS

of the Slale of l\ew Mex]co
" BEFORE THE OIL CONSERVATION DIVISION

Santa Fe, New Mexico

Case No. 15520 Exhibit3
Subminted by: COG OPERATING LLC

BooK 1959 pace 889
Heanng Date: Augusl4 2016
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New Mexico $tate Land Offlce

OXICC SHORT TERM
Qil, Gas, and Minerals Division

. Revised Feb. 2013
CONMMUNITIZATION AGREEMENT ‘

STATE OF NEW MEXICO )
§S)
COUNTY OF LEA )

KNOW ALL MEN BY THESE PRESENTS:

THAT THIS AGREEMENT (not to be used for helium or carbon dioxide) is entered into as of April 13, 2015,

by ‘and between the parties’ subscnbrng ratifying or consenting hereto, stich pames hereinafter being referred
to as “Parties hereto";

WHEREAS, the Commissioner of Publrc Lands of the State of New Mexico Is authonzed by the Legislature, as

_ set forth in Sec. 19-10-53, New Mexico Statutes, Annotated, 1878, in the interest of conservation of oil & gas
" and the prevention of waste to consent to and approve the development or operation of State lands under

agreements made by Iessees of oil & gas leases thereon, jointly or severally with other oil & gas lessees of
State Lands, or oil and gas lessees or mineral owners of privately owned or fee lands, for.the purpose of
pooling or communmzmg such lands to form a proration unit or portion thereof, or well-spacing.unit, pursuant to
any order, rule or regutation of the New Mexico Oil Conservation Division of the New Mexico Energy, Minerals
and Natural Resources Department where such agreement provides for the allocation of the production of oil or

gas from such pools or communitized area on an acreage or other basrs found by:the Commissioner to be fair
and equitable. ,

WHEREAS, the pames hereto, own working, royalty, or other leasehold mlerests or operating rights under the

oil and gas leases and lands subject {o this agreement, which leases are more parhcu!ariy described in the
schedule attached hereto, marked Exhibit "A" and made a part hereof for all purposes and

WHEREAS, said leases, insofar as they cover the Bone Spring formatlon (hereinafter referred to as "said
formation”) in and under the land hereinafter described cannot be independentiy developed and operated in
conformity with the well spacing program established for such formation in and under said {ands; and

WHEREAS, the parties hereto dasire to communitize and pool thelr resPectwe lnterests in said leases subject

to this agreement for the purpose of developing, operating and producing hydrocarbons in the said formation in
and under the land hereinafter described subject to the terms hereof.

NOW THEREFORE, in consideration of the premises and the mutual’ advantages to the parties hereto, it is -

mutually covenanted and agreed by and between the undersigned as follows:

1. The lands covered by this agreement (hereinafter referred'io as the "communitized area") are described as.
follows: -

Township 23 South, Range 34 East, N.M.P.M.,
Section 13: W/2w/2
Lea County, New Mexico ..

New Mexico, containing 160.00 acres, more:or less. It is the .judgment of the parties herefo that the
communitization, pooling and consolidation- of the aforesaid land into a single unit for the development and
production of hydrocarbons from the said formation in and under-5aid land is necessary and advisable in order.
to properly develop and produce the hydrocarbons in the said formation beneath the said land in accordance

with the well spacing rules of the Oif Conservation Division of the New Mexico Energy, Minerals and Natural

Resources Department, and in order to promote the conservation of the hydrocarbons in and that may be
produced from said formation in and under said fands, and would be in the public interest;

AND, for the purposes aforesaid, the parties hereto do hereby communitize for proration or spacing purposes

only the leases described in Exhibit "A" hereto inscfar as they cover hydrocarbons within and that may be

producecl from the said formallon (heremafter referred to as "Communmzed Substances") beneath the above-

l'ag- lafd i
Banier Stata Com #4H
1203-RME, Sex 13 W2W2
Lea County, New Maxko
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Attached herefo and made a part of this agreement for all purposes, is Exhibit "A" showing the acreage, and
ownership (Lessees of Record) of all leases within the commuinltized area.

2. The communitized area shall .be developed and operated as an entirety with the understanding and
agregment betveen the parties hereto that all communitized substances produced therefrom shall be allocated
among the, leases described in Exhibit "A" hereto in the praportion that the number of surface acres covered by
each of such leases and included within the communitized area bears to the total number of acres contained in
the communitized area.

3. Subject to Paragraph 4, the royalties payable on communitized substances allocated to the mdiwdual Ieases
and the rentals provided for in said leases shall be determined and paid in the manner and on the basis
prescribed in each of 'said leases. Except as provided for under the terms and provisions ‘of the leases
described in Exhibit "A" hereto or as herein provided to the contrary, the payment of rentals under the terms of
said leases shall not be affected by this agreement; and except as herein modified and changed or. heretofore
amended, the ol and gas leases subject to this agreement shall remain in full force and el‘fect as originally
issued and amended. .

4. The State of New Mexico hereafter is entrtled to the right to take in kind its share for the commumuzed
substances allocated to such tract, and Qperator shall make deliveries of such royally share taken in krnd in
conformlty with applicable contracts, laws, and regulatlons

5: There shall be no obligation upon the parlles hereto to offset any well or wells situated on the tracts of land
comprising the communitized area, nor shall the Operator be required to measure separately the communitized
substances by reason of the diverse ownership of the separate’ tracts of land comprising the said communitized
area; provided, however, that the parties heréto shall not be.released from their obligation to protect the
communitized area from drainage of communmzed substances by wells which may be drilled within offset
distance (as that term is defined) of the communitized area. :

6. The commencement completion, and continued operatlon or productuon of a well or wells for oommumuzed
substances on the communltized area shall be considered as the commencement, completion, continued
operation or pmductron as to each of the leases described i in Exhcblt A" hereto.

7. The productron of communitized substances and dlsposal lhefeof shall be in conformity with the allocatrons
allotments, and quotas made or fixed by any duly authorized person or regulatory body under applicable
Federal or State laws. This agreement shall be subject to all applicablé Federal and State laws, executive
orders, rules and regulations affectmg the performance of the provisions hereof, and no party hereto shall
suffer a forfeitiire or be liable in damages for failure to: -comply with any of the provisions of this agreement if
compliance is prevented by or if such fallure results from comphance with any such laws, orders, rules and
reguiahons . :

8. COG Operating LLC shall be the Operator of said communitized area and ali matters of operation shail be
determined ‘and performed by COG Operating LLC

9. This agreement shall be effective as of the dale heremabove written upon execution by the necessary :

parties, notwithstanding the date of.execution and, upon approval by the Commissloner of Public Lands, shall
remain in full force and effect until midnight, locat time, May 1, 2015, (date) and as long thereafter as either:
drilling operations are conducted upon the communitized area in accordance with the State of New Mexico oil
and gas leases committed hereto, or communitized substances are produced from the commuaitized area in
'péymg quantities; provided, that this agreement shall not expire if there.is'a well capable of producing gas in
paying quantities located upon some part of the communitized area, if such well is shut-in due to the inability of
the operator to obtain a pipeline connection or to market the gas therefrom, and if either; (a) a shut-in royalty
has been timely and properly paid pursuant to the.provisions of one of the State of New Mexico. oil and gas
leases covering lands subject to this agreement so as to prevent the explrauon of such lease; or (b) each of the
State of New Mexico oil and gas leases covering lands subject to this- agreement Is in its primary term (if a five-
year lease), or in its primary or secondary term (if a ten-year-lease), or is held by production from another well.
Provided further, however, that prior to production in paying quanlmes from the communitized area, and upon -
fulfiltment of all requirements of the Commissiorer of Public Lands with respect 1o any dry hole or abandoned
well drilled upon the communitized area, this Agreement may be terminated at any time by mutual agreement
of the parties hereto. This Agreement shail - not termmate upon ‘cessatfon of production of communitized

Page 20fd
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substances if, within sixty (60) days thereafter, reworking or drilling operations on the communitized area are
commenced-and are thereafter conducted with reasonable diligence. As to lands owned by the State of New
Mexico, written notice of intention'to commence such operations shall be filed with the Commissioner within
thirty (30) days after the cessation of such preduction, and a report of the status of such operations shall be

made by lhe Operator to the Commissioner every thirty (30) days. and the cessation of such operations for

more than twenty (20) consecutive days shall be considered as' an abandonment of such operations as to any
lease from the State of New Mexico included in this agreement.

10. Operator will furnish the Oil Conservation Division of the: New : Mexico Energy, Minerals and Natural
Resources Department, and the Commissioner of Public Lands of the State of New Mexico, with any and all

reports, statements, nolices and wetl logs and records which may be requrred under the laws and regulations of
the State of New Mexrco

11. It is agreed between the parties hereto that the Commissioner :o.f Public Lands, or his'duly authorized
representatives, shall have the right of supervision over all operatrons under the communltlzed area to the

same extent and degree as provided in the oit and gas Ieases described in Exhibit "A” hereto and in the
apphcable oll and gas regulatrons of the State of New Mexico.

12 If any order of the Orl Conservatlon Division of the New Memco Energy Minerals and Natural Resources

Department, upon which this agreement is predicated or based is in anyway changed or modlfred then in such
event said agreement is likewise modifi ed to conform thereto.

13. Thrs agreement may be executed in any number of counterparts, n6 one of which needs to be executed by

all parties, or may be ratified or consented to by separate instruments, in writing, 'Specrt’ ically referring hereto,
and shall be binding upon all-parties who have executed such a counterpart, ratification or consent hereto with
the same force and effect as If all parties had srgned the same document

14 This agreement shall be binding upon the parties hereto and sha!l extend to and be bundmg upon therr
respectuve heirs, executors, admmrstrators successors and assigns.

wrillen,

g lN WtTNESS WHEREOF the parties hereto have executed this agreement as of the day and year first above

. OPERATOR / LESSEE OF RECORD, . :

COG OPERATING LLC :

DATE OF EXECUTION

By. MonaD. Ables = - N @
Ms: Vice Presidentof Land” N

NON-OPERATOR / LESSEE OF RECORD .

YATES PETROLEUM CORPORATION
DATE OF EXECUTION '

By. Kathy H. Porter
lts: Atlomey-in-Fact

THE ALLAR COMPANY
DATE OF EXECUTION

By: Jobn C. Graham :* T
Its:  President

Page Y of 4
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ACKNOWLEDGMENT

STATE os= §

s
COUNTY OFMQ&M& §

- ™
This instrument was acknowledged before me an A’D Y'l \ ()J

. 2015, by Mona D. Ables, Vice
Prestdent of Land of COG Operating LLC, a Delaware llmltcd ||ab|||ly cofnpany, on behalf of ame

NOTARY PUBLIC
STATE OF TEXAS
* STATE OF NEWMEXICO  §

§
COUNTY OF EODY §

The foregolng Instrument was acknowledged before me this

. 2015, by Kathy H. Porter, as
Attorney-m Facl for Yates Petroleum Corparation, a New Mexico corporation on behalf of safd corporalnon
My commission explres.

day of

Notary Public
STATE OF TEXAS. §
o §
COUNTY OF YOUNG §

" The foregolng instrument was acknowledged before me this day of
President for The ArIar Company, a Texas corporation on behalf of said corporation.

» 2015, by Joha C. Graham, as.
My commisslon expires:

Notary Public
Page dof 4 .
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substances if, within sixty (60} days thereafter, reworking or drilling operations on the communitized -area are

commenced and are thereafter conducted with:reasonable diligence. As to lands owned by the State of New
- Mexico, written notice of intention to commence such operations shall be filed with the Commissioner within

thirty (30) days after the cessation of -such production, and a report of the status of such operations shall be

made by the Operator to the Commissioner every thirty (30) days, and the cessation of such operations for

more than twenty (20) ‘consecutive days shall be considered as an abandonment of such operations as to any
- lease from the State of New Mexico included in this agreement.

10. Operator will furnish the Qil Conservation Division of the New Mexmo ‘Energy, Mmerals and Natural
Resources Department, and the Commissioner of Public Lands of the: State of New Mexico, with any and all
reports, statements, notices and well logs and records which may be requ1red under the Iaws and regulations of
the State of New Mexico.

11. It is agreed between the pames hereto that the Commlsswner of Pubhc Lands, or his duly authonzed
representatives, shall have the right of supervision over all operations under the communitized area to the -

same extent and degree as provided in the oil and gas leases déscribed in Exhibit "A" hereto and in the
applicable oil and gas regulations of the State of New Mexico.

12 If any order of the il Conservation Dwusuon of the New Mexico Energy Minerals and Natural Resources
" Department, upon which this agreement is predicated or based is in anyway changed or madified, then in such’

event sald agreement is likewise modified to conform thereto.

13. This agreement may be executed in any number of counterparts, no one of which needs to be executed by

all parties, or may be ratified or consented to by separate instruments, in writing, specifically referring hereto,

and shall be binding upon all parties who have executed such a counterpart, ratification or consent hereto with

the same force and effect as if all parties had 5|gned the same document.

14. This agreement shall be binding upon the partues hereto and shall extend to and be blndlng upon thelr
réspective heirs, executors, admmlstraiors successors and assigns.

IN WITNESS WHEREOF, the partles hereto have executed this agreement as of the day and year flrst above
- written.
OPERATORI LESSEE OF RECORD
CoG OPERATING LLC

DATE OF EXECUTION

By: MonaD. Ables
Ilts:  Vice President of Land .-

NON-OPERATOR / LESSEE OF RECORD

YATES PETROLEUM CORPORATION -

DATE OF EXECUTION L %Vﬂ P@Dl:a—
ﬁ}g AWt By: Kathy'H. @
: Its: n-Fact

Attorney-i

THE ALLAR COMPANY

2015 aPR 23 am 1001

DATE OF EXECUTION .

By: John C. Graham
Ws. President

Page 3 of 4
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ACKNOWLEDGMENT

2

STATE OF - . - §
Lo . §
COUNTY OF §
" This instrument w'a's'"ééknowledged before ‘me on _. , 2015, by Mona 0. Ables, Vice

Pres:denl of Land of COG Operatlng LLC 2 Delaware limited I|ab|hty company, on behalf of same,

My commtssmn explres

Notary Public

STATE OF NEW MEXICO  §

§
COUNTY OF EDDY ¢§

o il
The foregoing instrument was acknowledged before me this day of
Attorney-in-Fact for Yates Petroleum Corporation, a New Mexico corporation on behalf of sai

My commlssu%z_)mrefﬂl , g

, 3015, by Kathy H. Porter, as

Tl

STATE OF TEXAS §
COUNTY OF YOUNG §
: The foregoing instrument was acknowledged before me this : __.dayof. . 2015, by John C, Graham, as

Preéident for The Allar Company, a Texas corporation on behalf of said corporation,

My commission exp!res

Natary Public

1
1

Ea]
?
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substances if, within sixty (60) days thereafter, reworking or drilling operations on the communitized area are " :
commenced and are thereafter conducted with reasonable diligence. As to lands owned by the State of New

‘Mexico, written notice of intention to ¢commence such operations shall be filed with the Commissioner within

thirty (30) days-after the cessation of such production, and a. repoxt of the status of such operations shall be
made by the Operator to the Commissloner every thirty (30)- days, and:the cessation of such operalions for

more than twenty (20) consecutive days shall be considered as an abandonment of such operations as to any R

lease from the State of New Mexlco included in this agreement

10. Operator wull furnish_the oil Conservatlon Dlwswn of the New Mexico Energy, Mmerals and Natural

réports, statements, nottces and well togs and records whtch may be required under the laws and regulations of
the State of New Mexico.

.11, It is agreed between the parties hereto that the Commlssmner of Public Lands, or his’ duly authorized
.representatives, shall have the right of supervision over-all operations:under the communitized area to the

same extent and degree as provlded in the oil and gas leases described in Exhibit "A" hereto and in the
applicable oil and gas regulations of the State of New Mexico.

" 12, If any order of the Oll COnservatfon Division of the New Mexico’ Energy Minerals and Natural Resources

Department, upon which this agreement is predicated or based is in anyway changed or modified, then in such
event said agreement is likewise modtf ied to confarm thereto.

13. This agreement may be executed in.any number of counterparts no one of which needs tq be executed by
all parties, or may be ratified or consented to by separate mstruments in writing, specifically referring hereto,
and shall be binding upon all parties who have executed such a counterpart, rattﬁcataon or consent hereto with

the same force and effect as if all parties had signed the same document

14. This agreement shall be binding upon. the .parties hereto. and shall extend {o and be binding upon their
respective helrs executors administrators, successors and as3|gns

IN WfTNESS WHEREOF the parties hereto have executed this agreement as of the day and year first above '
written.

OPERATOR / LESSEE OF RECORD

COG OPERATING LLC
DATE OF EXECUTION o
’ By: Mona D. Ables
Its:  Vice President of Land
NON-OPERATOR { LESSEE OF RECORD
YATES PETROLEUM CORPORATION
DATE OF EXECUTION

" By: Kathy H. Porter -
lts:  Atormey-in-Fact

DATE/OF?ECUTIO'\J

Page dofd .
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ACKNOWLEDGMENT

STATE OF §

§
COUNTY OF §

This mstfument was acknowledged before me on 2015 by Mona D. Ablss, Vice
President of Land of COG Operating LLC, a Delaware limited liability company. on behalf ofsame
My commission expires: '

Notary Public

STATE OF NEW MEXICO  §
COUNTY OF EDDY §

The foregolng instrument was acknowledged before me this day of , 2015, by Kathy H. Porter, as
/\t[orncy-m -Fact for Yates Petroleum Corporation, a New Mexico corporation on behalf of said corporalion,

My OOl'nITHSSIOl‘l expires:

Notary Public

STATE OF TEXAS §

- §
COUNTY OF YOUNG §

The foregoing |nstrumenl was acknowtedged before me this ;u day of jgpyﬂ , 2015, by John C. Graham, as
President for The Allar Company a Texas corporatmn on behalf of said corporation. :

My tommission exp1res 8 lz !

"~ Notary Public

RENNE UNERWOOD

% Notary Pubiic, State of -Texas

My Commission Expires
~AUGUST 30, 2015

Page d of 4
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( ExhibitA C

Attached to and ‘made part of the Communitization Agreement dated April 13, 2015 embracmg the W/2W12 of
Section 13, Township 23 South, Range 34 East, N.M.P.M., Lea County, New Mexico.

Operator of Communitized Area: COG Operatmg LLC

DESCRIPTION OF LEASES COMMITTED

Lease Serial No.: : VB 1858

Lease Date: . 05/01/2010

Lease Term: . Syear

Lessor: ‘ Staté of New Mexico
Present Lessee: : The Allar Company -

Township 23 South, Range 34 East N M P M.
Section 13: WI2NW/4 . .

Description of Land Commltted: . Lea County, New Mexico " .
Number of Acres: 80.00 acres more orless
Royalty Rate: 316" :
Name and Percent of Wl Owner: The Allar Comhéﬁy 100.000000%
Lease Serial No.: VB-1863
l.ease Date: © 05/01/2010
Lease Term: .5 years
Lessor: R _ State of New Mexico
Present Lessee: _ . . Yates Petroleum Corporation ..
B - Township 23 South, Range 34 East, N.M.P.M.
L . Section 13: W2SW/4 . :
Description of Land Committed: " Lea County, New Mexuco I
Number of Acres: .. 80.00 acres more or less
Royalty Rate: 316"
Name and Percent of WI Owner: Yates Petroleum Corporation , 40.000000%
’ Abo Petroleum’ Corporauon 20.000000%
Myco Industries, Inc. 10.000000%
Sharbro Energy, LLC 7.5000000%
Yates Industnes LLC 2.5000000%
Oxy Y-1 Company 20.000000%
o : Total Wi 100.000000%
(et
(i)
i .
= - RECAPITULATION
- oo Lt
o N_umbér of Acres : 'bé:réentage_qf Interest
~J Tract Number - Committed in Communitized Area
= 1 80.00 ' ~ 50.00000%
c;; 2 80.00 . 50.00000%
= ~160.00 ' 100.00000%
Page 1 of 1
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Exhibit B

Attached to and made part of the Communitization Agreement dated April 13, 2015, embracmg the
W/2W/2 of Sectlon 13 of Township 23 South, Range 34 East N M P M., Lea County, New Mexico.. .

Il

-1858
Tract 2: VB-1863
. = ;J‘\““\\“ \u,j
STATE OF NEW MEXICO =~ e,‘ et g9y
COUNTY OF LEA Fort ag Tl
: W £ =
FILED EIST ¥
MAY 20 2015 5% ﬁ? i3
a_ 118 clock__ £M' D, & oS
a;d'réco'r'dedin Bogk /0?‘6’90 L ‘;*O T renttT \)"‘) =
Page 47 — " Lean O
Pat EKPT“& Lea Coung Clerk ; "‘\“ . s
By. Deputy Thaaes
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