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stances') beneath the above-described land, into a single comnunitization,
for the development, production, operation and conservation of the hydro-
carbons in said formation beneath said lands.

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

2. The communitized area shall be developed and operated as an
entirety with the understanding and agreema2nt between the parties hereto
that all communitized substances produced therefrom shall be allocated
among the leases described in Exhibit "A" hereto in the proportion that
the nunber of surface acres covered by each of such leases and included
within the communiti;ed area bea;s to the total number of acres contained
in the comnunitized 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 here-
in modified and changed or heretofore amended, the oil and’gas leases sub=-
ject 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 of the comnunitized 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

wall or wells situated on the tracts of land comprising the comnunitized area,
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