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Eddy County, New Mexico

containing 320.0 acres, more or less, and so hereby declare that it
is the judgment of the parties hereto 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 said land is
necessary and advisable in order to properly deve lop and produce the
hydrocarbons in the said formation beneath said land in accordance with the
spacing rules of the 0il Conservation Division of the New Mexico Energy,
Minerals and Natural Resources Department, State of New Mexico, and in order
to promote the conservation of the hydrocarbons in and that may be produced
from said formation in and under said lands, 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
insofar as they cover hydrocarbons within and that may be produced from the
said formation (hereinafter referred to as "Communitized Substances") beneath
the above-described land, into a single communitization, for the development,
production, operation and conservation of the hydrocarbons in said formation
beneath said lands.

Attached hereto and made a part of this agreement for all purposes, is Exhibit
"A" showing the acreage, and ownership (Lessees of Record) of all lands within
the communitized area.

2. The communitized area shall be developed and operated as an entirety
with the understanding and agreement between the parties hereto that
all communitized substances produced therefrom shall be allocated
among the Jleases described in Exhibit "A" hereto in the proportion
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 individual leases 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 oil and gas leases subject to this agreement shall remain
in full force and effect as originally issued and amended.

4. The State of New Mexico hereafter is entitled to the right to take in
kind its share for the communitized substances allocated to such
tract, and Operator shall make deliveries of such royalty share taken

in kind in conformity with applicable contracts, laws, and
regulations. ’

5. There shall be no obligation upon the parties hereto to offset any
well or wells situated on the tracts of lJland comprising the



