
COMMUNITIZATION. AGREEMENT 

CONTRACT NO. 

THIS AGREEMENT e n t e r e d i n t o as o f t h e 1 s t day o f J a n u a r y , 

1988, by and b e t w e e n t h e p a r t i e s s u b s c r i b i n g , r a t i f y i n g o r 

c o n s e n t i n g h e r e t o , such p a r t i e s b e i n g h e r e i n a f t e r r e f e r r e d t o as 

" p a r t i e s h e r e t o " . 

W I T N E S S E T H : 

WHEREAS, t h e A c t o f F e b r u a r y 25, 1920 ( 4 1 S t a t . 4 3 7 ) , as 

amended and s u p p l e m e n t e d , a u t h o r i z e s c o m m u n i t i z a t i o n o r d r i l l i n g 

a g r e e m e n t s c o m m u n i t i z i n g o r p o o l i n g a F e d e r a l O i l and Gas L e a s e , 

o r any p o r t i o n t h e r e o f , w i t h o t h e r l a n d s , w h e t h e r or n o t owned by 

t h e U n i t e d S t a t e s , when s e p a r a t e t r a c t s u n d e r such F e d e r a l l e a s e 

c a n n o t be i n d e p e n d e n t l y d e v e l o p e d and o p e r a t e d i n c o n f o r m i t y w i t h 

nn e s t a b l i s h e d w e l l - s p a c i n g p r o g r a m f o r t h e f i e l d o r a r e a and such 

c o m m u n i t i z a t i o n o r p o o l i n g i s d e t e r m i n e d t o be i n t h e p u b l i c 

i n t e r e s t ; and 

WHEREAS, t h e p a r t i e s , h e r e t o own w o r k i n g , r o y a l t y o r o t h e r 

l e a s e ! o i l i n t e r e s t s , o r o p e r a t i n g r i g h t s u n d e r t h e o i l and gas 

l e a s e s and l a n d s s u b j e c t t o t h i s A?, x eemfcn t w h i c h c a n n o t be 

i n d e p e n d e n t l y d e v e l o p e d and o p e r a t e d i n c o n f o r m i t y w i t h t h e 

w e l l - s p a c i n g p r o g r a m e s t a b l i s h e d f o r t h e f i e l d o r a r e a i n w h i c h 

s a i d l a n d s a r e l o c a t e d ; and 

WHEREAS, t h e p a r t i e s h e r e t o d e s i r e t o c o m m u n i t i z e and p o o l 

t h e i r r e s p e c t i v e m i n e r a l i n t e r e s t s i n l a n d s s u b j e c t t o t h i s 

A g r e e m e n t f o r t h e p u r p o s e o f d e v e l o p i n g and p r o d u c i n g c o m m u n i t i z e d 

sub st. .inc'2? i n a c c o r d a n c e w i t h t h e t e r m s and c o n d i t i o n s o f t h i s 

A g r e e m e n t : 



NOW, THEREFORE, i n c o n s i d e r a L i o n o f I lie ^ r e m i s e s and Lhe 

m u t u a l a d v a n t a g e s t o t h e p a r t i e s h e r e t o , i t i s m u t u a l l y c o v e n a n t e d 

and a g r e e d by and b e t w e e n t h e p a r t i e s h e r e t o as f o l l o w s : 

1. The l a n d s c o v e r e d by t h i s A greement ( h e r e i n 

a f t e r r e f e r r e d t o as " c o i m i u i n i i i z e d a r e a " ) a r e 

d e s c r i b e d as f o l l o w s : 

T o w n s h i p 18 S o u t h , Range 33 E a s t , NMPM 
S e c t i o n 26: N/2 

Lea C o u n t y , New M e x i c o 

C o n t a i n i n g 3 20 a c r e s , more or l e s s , and t h i s 

A greement s h a l l i n c l u d e o n l y t h e W o l f c a m p , 

A t o k a , S t r a w n and Morrow F o r m a t i o n s , u n d e r 

l y i n g s a i d l a n d , and t h e d r y gas a s s o 

c i a t e d l i q u i d h y d r o c a r b o n s ( h e r e i n a f t e r r e 

f e r r e d t o as " c o m m u n i t i z e d s u b s t a n c e s " ) p r o 

d u c i b l e f r o m s u c h F o r m a t i o n s . 

T h i s A g reement s h a l l a p p l y s e p a r a t e l y t o t h e 

W o l f c a m p , A t o k a , S t r a w n and Morrow F o r m a t i o n s 

i n t h e same manner as t h o u g h a s e p a r a t e 

A g r e e m e n t f o r each F o r m a t i o n had been e n t e r e d 

i n t o . 

2. A t t a c h e d h e r e t o , and made a p a r t o f t h i s 

A greement f o r a l l p u r p o s e s i s E x h i b i t B, 

d e s i g n a t i n g t h e o p e r a t o r o f t h e c o m m u n i t i z e d 

a r e a and s h o w i n g t h e a c r e a g e , p e r c e n t a g e and 

o w n e r s h i p , o f o i l and gas i n t e r e s t s i n a l l 

Lands w i t h i n t h e c o m m u n i t i z e d a r e a , and t h e 



a u t h o r i z a t i o n , i f any, f o r c o m m u n i t i 2 - ag or 

p o o l i n g any p a t e n t e d o r f e e l a n d s w i t h i n t h e 

c o m m u n i t i z e d a r e a . 

A l l m a t t e r s o f o p e r a t i o n s h a l l be g o v e r n e d by 

t h e o p e r a t o r u n d e r and p u r s u a n t t o t h e t e r m s 

and p r o v i s i o n s o f t h i s A g r e e m e n t . A s u c c e s s o r 

o p e r a t o r may be d e s i g n a t e d by t h e owners o f 

t h e w o r k i n g i n t e r e s t i n t h e c o m m u n i t i z e d a r e a 

and f o u r ( 4 ) e x e c u t e d c o p i e s o f a d e s i g n a t i o n 

o f s u c c e s s o r o p e r a t o r s h a l l be f i l e d w i t h t h e 

Area O i l and Gas S u p e r v i s o r . 

O p e r a t o r s h a l l f u r n i s h t h e S e c r e t a r y o f t h e 

I n t e r i o r , o r h i s a u t h o r i z e d r e p r e s e n t a t i v e , 

w i t h a l o g and h i s t o r y o f any w e l l d r i l l e d on 

t h e c o m m u n i t i z e d a r e a , m o n t h l y r e p o r t s o f 

o p e r a t i o n s , s t a t e m e n t s of o i l and gas s a l e s 

and r o y a l t i e s and such o t h e r r e p o r t s as a r e 

deemed n e c e s s a r y t o compute m o n t h l y t h e 

r o y a l t y due t h e U n i t e d S t a t e s , as s p e c i f i e d 

i n t h e a p p l i c a b l e o i l and gas o p e r a t i n g r e g u -

1 a t i o n s . 

The c o m m u n i t i z e d a r e a s h a l l be d e v e l o p e d and 

o p e r a t e d as an e n t i r e t y , w i t h t h e u n d e r s t a n d 

i n g and a g r e e m e n t b e t w e e n t h e p a r t i e s h e r e t o 

t h a t a l l c o m m u n i t i z e d s u b s t a n c e s p r o d u c e d 

t h e r e f r o m s h a l l be a l l o c a t e d among t h e l e a s e -



h o l d s c o m p r i s i n g s a i d a r e a i n t h e p r o p o r t i o n 

t h a t t h e a c r e a g e i n t e r e s t o f each l e a s e h o l d 

b e a r s t o t h e e n t i r e a c r e a g e i n t e r e s t com

m i t t e d t o t h i s A g r e e m e n t . 

The r o y a l t i e s p a y a b l e on c o m m u n i t i z e d sub

s t a n c e s a l l o c a t e d t o t h e i n d i v i d u a l l e a s e s 

c o m p r i s i n g t h e c o m m u n i t i z e d a r e a and t h e r e n 

t a l s p r o v i d e d f o r i n s a i d l e a s e s s h a l l be 

d e t e r m i n e d and p a i d on t h e b a s i s p r e s c r i b e d 

i n each o f t h e i n d i v i d u a l l e a s e s . Payments 

o f r e n t a l s u n d e r t h e t e r m s o f l e a s e s s u b j e c t 

t o t h i s A g r eement s h a l l n o t be a f f e c t e d by 

t h i s A g r e e m e n t e x c e p t as p r o v i d e d f o r under 

t h e t e r m s and p r o v i s i o n s o f s a i d l e a s e s o r as 

may h e r e i n be o t h e r w i s e p r o v i d e d . E x c e p t as 

h e r e i n m o d i f i e d and c h a n g e d , t h e o i l and gas 

l e a s e s s u b j e c t t o t h i s A g r e e m e n t s h a l l r e m a i n 

i n f u l l f o r c e and e f f e c t as o r i g i n a l l y made 

and i s s u e d . 

I t i s a g r e e d t h a t f o r any F e d e r a l Lease b e a r 

i n g a s l i d i n g - o r s t e p - s c a l e r a t e o f r o y a l t y , 

s uch r a t e s h a l l be d e t e r m i n e d s e p a r a t e l y as 

t o p r o d u c t i o n f r o m each c o m m u n i t i z a t i o n 

a g r e e m e n t t o w h i c h such l e a s e may be com

m i t t e d and s e p a r a t e l y as t o any non-com-

m u n i t i z e d l e a s e p r o d u c t i o n ; p r o v i d e d , how

e v e r , as t o l e a s e s where t h e r a t e o f r o y a l t y 



f o r gas i s based on t o t a l l e a s e p r o d u c t i o n 

per d a y , such r a t e s h a l l be d e t e r m i n e d by t h e 

sum o f a l l c o m m u n i t i z e d p r o d u c t i o n a l l o c a t e d 

t o s uch a l e a s e p l u s any n o n - c o m m u n i t i z e d 

l e a s e p r o d u c t i o n . 

T h e r e s h a l l be no o b l i g a t i o n on t h e l e s s e e s 

t o o f f s e t any w e l l or w e l l s c o m p l e t e d i n t h e 

same F o r m a t i o n as c o v e r e d by t h i s A greement 

on s e p a r a t e component t r a c t s i n t o w h i c h t h e 

c o m m u n i t i z e d a r e a i s now o r may h e r e a f t e r be 

d i v i d e d , n o r s h a l l any l e s s e e be r e q u i r e d t o 

measure s e p a r a t e l y c o m m u n i t i z e d s u b s t a n c e s by 

r e a s o n o f t h e d i v e r s e o w n e r s h i p t h e r e o f , b u t 

t h e l e s s e e s h e r e t o s h a l l n o t be r e l e a s e d f r o m 

t h e i r o b l i g a t i o n t o p r o t e c t s a i d c o m m u n i t i z e d 

a r e a f r o m d r a i n a g e o f c o m m u n i t i z e d s u b s t a n c e s 

by a w e l l : o r w e l l s w h i c h may be d r i l l e d o f f 

s e t t i n g s a i d a r e a . 

The commencement, c o m p l e t i o n , c o n t i n u e d o p e r 

a t i o n o r p r o d u c t i o n o f a weLL or w e l l s f o r 

c o m m u n i t i z e d s u b s t a n c e s on t h e c o m m u n i t i z e d 

a r e a s h a l l be c o n s t r u e d and c o n s i d e r e d as t h e 

commencement, c o m p l e t i o n , c o n t i n u e d o p e r a t i o n 

or p r o d u c t i o n on each and a l l o f t h e l a n d s 

w i t h i n and c o m p r i s i n g s a i d c o m m u n i t i z e d a r e a , 

and o p e r a t i o n s or p r o d u c t i o n p u r s u a n t t o t h i s 

A g r e ement s h a l l be deemed t o be o p e r a t i o n s or 

p r o d u c t i o n as t o each l e a s e c o m m i t t e d h e r e t o . 



P r o d u c t i o n o f c o m m u n i t i z e d s u b s t a n c e s and 

d i s p o s a l t h e r e o f - s h a l l be i n c o n f o r m i t y w i t h 

c i l l o c a t i o n , a l l o t m e n t s , and q u o t a s made or 

f i x e d by any d u l y a u t h o r i z e d p e r s o n or r e g u 

l a t o r y bod y und e r a p p l i c a 1) 1 <• F e d e r a l or S t a t e 

s t a t u t e s . T h i s Agreement s h a l l be s u b j e c t t o 

a l l a p p l i c a b l e F e d e r a l and S t a t e laws o r exe

c u t i v e o r d e r s , r u l e s and r e g u l a t i o n s , and no 

p a r t y h e r e t o s h a l l s u f f e r a f o r f e i t u r e o r be 

l i a b l e i n damages f o r f a i l u r e t o comply w i t h 

any o f t h e p r o v i s i o n s o f t h i s Agreement i f 

such c o m p l i a n c e i s p r e v e n t e d b y , o r i f such 

f a i l u r e r e s u l t s f r o m , c o m p l i a n c e w i t h any 

such l a w s , o r d e r s , r u l e s o r r e g u l a t i o n s . 

T h i s A g r e e m e n t s h a l l be e f f e c t i v e as o f t h e 

1st day o f J a n u a r y , 1988, and upon e x e c u t i o n 

by t h e n e c e s s a r y p a r t i e s , n o t w i t h s t a n d i n g t h e 

d a t e o f e x e c u t i o n , and upon a p p r o v a l by t h e 

S e c r e t a r y o f t h e I n t e r i o r or by h i s d u l y 

a u t h o r i z e d r e p r e s e n t a t i v e , and s h a l l r e m a i n 

i n f u l l f o r c e and e f f e c t as t o t h e W o l f c a m p , 

A t o k a , S t r a w n and Morrow F o r m a t i o n s , i n d i v i 

d u a l l y , f o r a p e r i o d o f two ( 2 ) y e a r s and so 

l o n g t h e r e a f t e r as c o m m u n i t i z e d s u b s t a n c e s 

a r e or can be p r o d u c e d i n p a y i n g q u a n t i t i e s 

f r o m c o m m u n i t i z e d F o r m a t i o n s or F o r m a t i o n ; 

p r o v i d e d , t h a t p r i o r t o p r o d u c t i o n i n p a y i n g 

q u a n t i t i e s f r o m t h e c o m m u n i t i z e d a r e a and 



upon f u l f i l l m e n t o f a 1 ! r e q u i r e m e n t s o f t h e 

S e c r e t a r y o f t h e I n t e r i o r , or h i s d u l y 

a u t h o r i z e d r e p r e s e n t a t i v e , w i t h r e s p e c t t o 

any d r y h o l e or abandoned w e l l , t h i s A g r e e 

ment may be t e r m i n a t e d at any t i m e by m u t u a l 

a g r e e m e n t o f t h e p a r t i e s h e r e t o . T h i s A g r e e 

ment s h a l l n o t t e r m i n a t e upon c e s s a t i o n o f 

p r o d u c t i o n , i f , w i t h i n s i x t y ( 6 0 ) days t h e r e 

a f t e r , r e w o r k i n g or d r i l l i n g o p e r a t i o n s on 

t h e c o m m u n i t i z e d a r e a a r e commenced and a r e 

t h e r e a f t e r c o n d u c t e d w i t h r e a s o n a b l e d i l i 

g ence d u r i n g t h e p e r i o d o f n o n - p r o d u c t i o n . 

The t w o - y e a r t e r m o f L h i s Agreement w i l l n o t 

i n i t s e l f s e r v e t o e x t e n d t h e t e r m o f any 

F e d e r a l l e a s e w h i c h w o u l d o t h e r w i s e e x p i r e 

d u r i n g s a i d p e r i o d . 

The c o v e n a n t s h e r e i n s h a l l be c o n s t r u e d t o be 

c o v e n a n t s r u n n i n g w i t h t h e l a n d w i t h r e s p e c t 

t o t h e c o m m u n i t i z e d i n t e r e s t s o f t h e p a r t i e s 

h e r e t o and t h e i r s u c c e s s o r s i n i n t e r e s t s 

u n t i l t h i s A g r e e m e n t t e r m i n a t e s and any 

g r a n t , t r a n s f e r or c o n v e y a n c e o f any such 

l a n d or i n t e r e s t s u b j e c t h e r e t o , w h e t h e r v o l 

u n t a r y o r n o t , s h a l l be and h e r e b y i s c o n d i 

t i o n e d upon t h e a s s u m p t i o n o f a l l o b l i g a t i o n s 

h e r e u n d e r by t h e g r a n t e e , t r a n s f e r e e , or 

o t h e r s u c c e s s o r i n i n t e r e s t , and as t o F e d e r 

a l l a n d s h a l l be s u b j e c t t o a p p r o v a l by t h e 

S e c r e t a r y o f t h e I n t e r i o r . 



I t i s agreed between the p a r t i e s h e r e t o t h a t 

the S e c r e t a r y of the I n t e r i o r , or h i s d u l y 

a u t h o r i z e d r e p r e s e n t a t i v e , s h a l l have- the 

r i g h t o f s u p e r v i s i o n over a l l o p e r a t i o n s 

w i t h i n the communitized area to the same ex

t e n t and degree as p r o v i d e d i n the o i l and 

leases under which the U n i t e d S t a t e s of 

America i s l e s s o r and i n the a p p l i c a b l e o i l 

and gas r e g u l a t i o n s of the Department of the 

I n t e r i o r . 

This Agreement s h a l l be b i n d i n g upon the par

t i e s h e r e t o and s h a l l extend t o and be b i n d 

i n g upon t h e i r r e s p e c t i v e h e i r s , e x e c u t o r s , 

a d m i n i s t r a t o r s , successors and a s s i g n s . 

This Agreement may be executed i n any number 

of c o u n t e r p a r t s , no one of which needs t o be 

executed by a l l p a r t i e s , or may be r a t i f i e d 

or consented t o by s e p a r a t e i n s t r u m e n t , i n 

w r i t i n g , s p e c i f i c a l l y r e f e r r i n g h e r e t o , and 

s h a l l be b i n d i n g upon a l l p a r t i e s who have 

executed such a c o u n t e r p a r t , r a t i f i c a t i o n or 

consent h e r e t o w i t h the same f o r c e and e f f e c t 

as i f a l l p a r t i e s have signed the same 

doc ume n t . 

N o n - D i s c r i m i n a t i o n 

performance of work 

In c o n n e c t i o n w i t h 

under t h i s Agreement, 

the 

the 



o p e r a t o r a g r e e s t o com p l y w i t h a l l of t h e 

p r o v i s i o n s o f S e c t i o n 2 0 2 ( 1 ) t o ( 7 ) i n c l u s i v e 

o f E x e c u t i v e O r d e r 11246 ( 3 0 F.R. 12319) as 

amended, w h i c h a r e h e r e b y i n c o r p o r a t e d by r e 

f e r e n c e i n t h i s A g r e e m e n t . 

IN WITNESS WHEREOF, the p a r t i e s h e r e t o have e x e c u t e d t h i s 

Agreement as of the day and y e a r f i r s t above w r i t t e n and have s e t 

o p p o s i t e t h e i r r e s p e c t i v e names, the date of e x e c u t i o n . 

RECORD T I T L E HOLDERS 

SANTA FE EXPLORATION COMPANY 

P r e s i d e n t 

ENRON OIL AND GAS COMPANY 
( f o r m e r l y HNG O i l Company) 

By 



APPROVED AND AGREED TO by Lhe f o l l o w i n g owners of l e a s e h o l d 

o p e r a t i n g r i g h t s : 

SUN OPERATING LIMITED PARTNERSHIP 

TENNECO OIL COMPANY 

By 

SANTA FE EXPLORATION COMPANY 



STATE OK THXAS 

COUNTY OF 

) 

) s s 
) 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s 
d ay of ; , 1 9 8 8, by 

on b e h a l f of SUN OPERATING LIMITED 

PARTNERSHIP, a p a r t n e r s h i p 

Notary P u b l i c 
My comm i s s i o n e x p i r e s : 

STATE Or TEXAS ) 
) s s 

COUNTY OF ) 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s 
d ay of » 19 8 8 , by 

. of TENNECO 
OIL COMPANY, a c o r p o r a t i o n , on b e h a l f o f s a i d 
c o r p o r a t i o n . 

N o t a r y P u b l i c 
c o m m i s s i o n e x p i r e s : 

STATE OF NEW MEXICO 

COUNTY OF CHAVES 

) 

) s s 
) 

' f X ^ J - ' f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s 
V/' /^A- _ _• day of J a n u a r y , 1988, by W i l l i a m A. McAlpine, J r . , 
pV.es i d e n t '-.of SANTA FE EXPLOJAXION COMPANY__ a New Mexico 
o o r p o r a t j p n ; ' on b e h a l f of s a i d^c o r p o r s t i on 

My' c o m Jn L s s i o n e x p i r e s 

J^Ls 11 /fid 



EXHIBIT ft 

P l a t of communitized area covering N / 2 

Section 2 6 , Township 10 South , Range 33 East 

NMPM, Corbin f i e l d , Lea 

County, N?w Mexico. 

77 185- R.33 £ -

» — • 

£ M KO'NJCTTTJ . 
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EXHIBIT B 

n 

To Communitization Agreement dated JANUARY 1, 198 8 

mbracing Township 18 South, Range 33 East, NMPM 
Section 26: N/2 

Lea County, New Mexico 

Operator of Communitized Area: SUN OPERATING LIMITED PARTNERSHIP 

DESCRIPTION OF LEASES COMMITTED 

Tract NOj_ J_ 

Lease S e r i a l No.:: NM 57534 

Lease Date: A p r i l 1, 1984 

Lease Term: 10 years 

Leiisor: United States of America 

O r i g i n a l Lessee: Glenn E. McMurray 

•'resent Lessee: Santa Fe Exploration Company 

Description of Land Committed: 

Township 18 South , Range 33 East , NMPM 

Section 26 : NE/4, E/2NW/4 

Number of Acres: 240.00 

Royalty Rate: 12.5% 

Na:ne and 
Percent ORRI Owners: 

McWill, i n c . 
Santa Fe Expl. Co. 

6.0S 
1.5% 

Name and 
Percent WI Owners: Santa Fe Expl. Co. 20% 

(100 feet below Queen Sun Operating Ltd Partnership 45% 

' j a n d ) Tenneco O i l Company 35% 



Tract No. 2 

Lease S e r i a l No. 

Lease Date: 

Lease Term: 

Lessor(s) : 

O r i g i n a l Lessee: 

Present Lessee: 

NM 55152 

A p r i l 1, 1983 

5 XH years 

United States of America 

HNG O i l Company 

Enron O i l and Gas Company 

D e s c r i p t i o n of Land Committed: 

Township 18 South , Range 33 East , NMPM 

Section 26 W/2NW/4 

Number of Acres: 

Royalty Rate: 

Name and 
Percent ORRI Owners 

Name and 
Percent WI Owners: 

80.00 

12 1/2 percent ( s l i d i n g scale up to 25% 

None 

E n r o n O i l and Gas Company 100% 

R E C A P I T U L A T I O N 

T r a c t l.'c 
No. of Acres 
Committed 

240.00 

Percentage of Interest 
in Communitized Area 

75.00% 

80.00 25.00% 

T o t a l 320.00 100.00% 


