COMMUNITIZATION. AGREEMENT

CONTRACT NO. %:ZW"/ 2
| [/]5/0

THIS AGREEMENT entered into as &f- the lst day of January,

1988, bv and between the parties subscribing, ratifying or
consenting hereto, such parties being hereinafter referred to as
"parties hereto'.

WITNESSET H:

WHEREAS, the Act of February 25, 1920 (41 Stat. 437), as
amended and supplemented, authorizes communitization or drilling
agreements communitizing‘or pooling a Federal Oil and Gas Lease,
or any portion thereof, with other lands, whether or not owned by
the United States, when separate tracts under such Federal léase
cannot be independently developed and oper;ted in conformity with
an established well-spacing program for the field or area and such
communitization or pooling 1is determined to be in the public
interest; and

WHEREAS, the parties hereto own working, royalty or other
leasehul? interests, or operating rights under the oil and gas
leases and lands subject te this Aéreement which cannot be
independently developed and operated in conformity with the
well-spacing program established for the field or area in which
said lands are located; and

WHEREAS, the parties hereto desire to communitize and pool
their respective mineral interests 1in lands subject to this
Agreement for the purpose of developing and producing communitized
substiances in accordance with the terms and conditions of this

Apreemoent :



NOW,

mutual advantages to the parties hereto, it is mutually

and agreed by and between the parties hercto as follows:

l.

ra

The lands covered by this Agrcement (herein-
after referred to as '"communitized area™) are
described as follows:

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

Lea County, New Mexico

Containing 320 acres, movre or less, and this
Agreement shall include only the Wolfcamp,
Altoka, Strawn and Morrow Formations, under-
lying said 1land, and the dry gas asso-~
ciated liquid hydrocarbons (hereinafter re-
ferred to as "communitized substances') pro-

ducible from such Formations.

This Aéreement shall apply separately to the
Wolfcamp, Atoka, Strawn and Morrow Formations
in the same manner as though a sébaréte
Agreement for each Formation had been entered

into.

Attached hereto, and made a part of this
Agreement for all purposes is Exhibit B,
designating the operator of the communitized
area and showing the acreage, percentage and
ownership. of o0il and gas interests in all

lands within the communitized area, and the

. THEREFORE, 1in considerattiton of the _remises and the

covenanted



authorization, if any, for communitiz._ag or

pooling any patented or fee lands within the

communitized area.

All matters of operation shall be governed by
the operator under and pursuan; to the terms
and provisions of this Agreement. A successor
operator may be designated by the owners of
‘the working intéresp iﬁ the communitized area
and four (4) executed copies of a designation
of successor operator shall be filed with the

Area 0il and Gas Supervisor.

Operator shall furnish the Secretary of the
Interior, or his authorized representative,
with a log and history of any well drilled on
the c¢ommunitized area, monthly reports of
operations, statements of o0oil and @gas sales
and royalties and such other reports as are
deemed necessary to compute monthly ?he
royalty due the United States, as specified
in the applicable o0il and gas operating fegu—

lations.

The communitized area sﬂall be developed and
nperated as an entirety, with the understand-
ipg and agreement between the parties hereto
that all communitized substances produced

therefrom shall be allocated among the lease-



6.

holds comprising said area in the proportion
that the acreage interest of each leasehold
bears to the entire acreage 1interest com-

mitted to this Agreement.

The royalties payable on communitized sub-
stances allocated to ghe individual leases
comprising the ?ommunitized area and the ren-
tals provided for in said leases shali be
determined and paid on the basis prescribed
in each of the individual leases. Payments
of rentals under the terms of leases subject
to this Agreement shall not be affected by
this Agreement except as provided. for under
the terms and provisions of said leases or as
may herein be otherwise provided. Except as
herein modified and changed, the o1l and gas
leases subject to this Agreement shall remain
in full force and effect as originally made

and issued.

It is agreed that for any Federal Lease bear-
ing a sliding- or step-scale rate of royalty,
such rate shall be determined sebarapely as
to production from each communitization
agreement to which such lease may be com-
mitted énd separately as to any non-com-
munitized lease production; provided, how-

ever, as to leases where the rate of royalty



~d

for gas is based on total lease prouduction

per déy, such rate shall be determined by the

sum of all communitized production allocated
to such a lease plus any non-communitized

lease production.

There shall be no obligation on the lessees
to offset any well or wells completed in the
same Formation as covered by this Agreement
on separate component tracts into which the
communitized area 1s now or may hereafter be
divided, nor shall any lessee be required to
measure separately communitized substances by
reason of the diverse ownership thereof, but
the lessees heréto shall not Be released from
their obligation to protect said communitized
area from drainage of communitized substances
by a well:or wells which may be drilled off-

setting said area,.

The commencement, completion, continued oper-
ation or production of a well or wells for
communitized substances on the communitized

area shall be construed and considered as the

commencement, completion, continued operation

or production - on each and all of the lands
within and comprising said communitized area,
and operations or production pursuant to this
Agreement shall be deemed to be operations or

production as to each lease committed hereto.



10.

Production of communitized substances and
disposal thereof shall be in conformity with
ailocation, éllotments, and quotas made or
fixed by any duly authorized person or regu-
latory body under applicable Federal or State
statutes. This Agreement shall be subject to
w11l applicable Federal and State laws or exe-
cutive orders, rules and regulations, and no
party hereto shall suffer a forfeiture or be
liable in damages for failure to comply with
any of the provisions of this Agreement 1if
such compliance 1is prevented by, or if such
failure fesults from, <compliance with any

such laws, orders, rules or regulations.

This Agreement shall be effective as of the
lst day of January, 1988, and upon execution

by the necessary parties, notwithstanding the

date of execution, and upon approval by the

Secretary of the Interior or by his duly
authorized representative, aﬁd shall remain
in full force and effect as to the Wolfcamp,
Atoka, Strawn and Morrow Formations, indivi-
dually, for a period of two (2) years and so
long thereafter as communitized substances
are or can bé produced in paying quantities
from communitized Formations or Formation;
provided, that prior to production in paying

quantities from the communitized . area and



Ii.

upon fulfillment of all! requirements of the
Secretary of the Interior, or his duly
authorized representative, with respect to
any dry-hole or abandoned well, this Agree-
ment may bé.terminated at any time by mutual
agreementbof the parties hereto. This Agree-
ment shall not tgrminate upon cessation of
production, if, within sixty (60) days there-
after, reworking or drilling operations on
the communitized area are commenced and are
thereafter conducted with reasonable dili-
sence during the period of non-production.
The two-year term of this Agreement will not
in itself serve to extend the term of any
Federal lease which would otherwise expire

during said period.

The covenants herein shall be construed to be
covenants running with the land with respect
to the communitized interests of the parties
hereto and their successoré in interests
until this Agreement terminates and any
grant, traﬁsfer or conveyance of any suéh
land or interest subject hereto, whether vol-
untary or not, shall be and hereby is condi-
tioned upon the assumption of all‘obliéations
hereunder by the grantee, transferee, or
other successor in interest, and as to Feder-
al land shall..be subject to approval by the

Secretary of the Interior.



1

>

2.

it

It is agreed between the parties hereto that
the Secretary of the Interior, or his duly
authorized representative, shall have: - the
right of supervisioﬁ over all operations
within the communitized area to the same ex-
tent and degree as provided in the oil and
leases under.‘which the United States of
America 1is lessor and in the applicable oil
and gas regulations of the Department of the

Interior.

This Agreement shall be binding upon the par-
ties hereto and shall extend to and be bind-
ing upon their respective heirs, executors,

administrators, successors and assigas.

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 instrument, 1in
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 1f all parties have signed the same

document,

Non-Discrimination: In connection. with the

performance of work under this Agreement, the



operator agrees to comply with all of the
provisions of Section 202(1) to (7) inclusive
of Executive Order 11246 (30 F.R. 12319) as
amended, which are hereby i1ncorporated by re-

ference in this Agreement.

1% WITNESS WHEREOF, the parties hereto have executed this
Agreement as of the day and year first above written and have set
opposite their respective names, the date of execution.

RECORD TITLE HOLDERS

SANTA FE EXPLORATION COMPANY

ey

Willam A. McAlpinéf, Jr. /|
President

ENRON OIL AND GAS COMPANY
(formerly HNG Oil Company)

~

By




APPROVED AND AGREED TO by the following owuers of leasehold

operating rights:

"SUN OPERATING LIMITED PARTNERSHIP

TENNECO OIL COMPANY

By

SANTA FE EXPLORATION COMPANY

. wwm/ew_i/

William A. McAlane Jr.
President



STATE OF THXAS

)
) ss
COUNTY OF )
The foregoing 1instrument was acknowledged before me this
day of ' ,. 1988, by
on behalf of SUN OPERATING LIMITED
PARTNERSHIP, a partnership
: Notary Public
My commission expires: o
STATL OF TEXAS )
‘ ) ss
COUNTY OF )
the foregoing 1instrument was acknowledged before me this
day of -, 1988, by
: of TENNECO
OILL COMPANY, a . corporation, on behalf of said
corporation. :
Notary Public
My commission expires:
STATE OF NEW MEXICO )
’ ) ss
COUNTY:OF CHAVES )
ﬁgﬁ53/ghe- Eoreg01ng instrument was acknowledged before me this
e : " "day of January, 1988, by William A. McAlpine, Jr.,
Pxesxd ‘nt  :of SANTA FE ON COMPANY a New Mexico
: oorporaLaon, on behalf of sai tion.
: . RS o A .
"%."!T‘;Z--‘... - 30 ey e S
e - ry Public
M(f::hb’SSLOn expires:
({1AAZ7 (%O
v



EXHIBIT A

Plat of communitized area covering N/2
Section 20 , Township 18 South , Range 33 v "Bast
NMPM, ____Corbin field, Lea

County, Hew Mexico.

T18%. R.33 E.

Tkact 2 Teacet 1 - NM5EISR4A
NM 55152
ENRENOTG Co Santafe  Ex ?\oanfc; oN CDM\}AM\{-Q-b.A-
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EXHIBIT B

To Communitization Agreement dated JANUARY 1, 1988
embracing ~ 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 No. 1

Lease Serial No.: NM 57534

Lease Date: April 1, 1984

Lease Term: 10 years

essor: : United States of America
Original Lessee: , Glenn E. McMurray

Yresent 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%

Name and o " McWill, Inc. 6.0%
Percent ORRI Owners: Santa Fe Expl. Co. 1.5%

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

(100 feet below Queen Sun Operating Ltd Partnership 45%

Sand) Tenneco 0il Company 35%



Tract No. 2

Lease Serial No.: NM 55152

Lease Date:

April 1, 1983

Lease Term: ¥ 5 XB years

Lessor({s):

United States of America

Original Lessee:

NG 01l Company

Present Lessee:

Enron 0il and Gas Company

Description of Land Committed:

Township 18 South . Range 33 East

. NMPM

Section 26 W/2NW/4

(sliding scale up to 25%

Number of Acres: 80.00

Royalty Rate: 12 1/2 percent

Name and -
None

Percent ORRI Owners:

Name and

Enron 0il and Gas Company 100%

Percent WI Owners:

RECAPITULATTION

— . e e e - eme e e e o e

No. of Acres Percentage of Interest
Ho. Committed in Communitized Area
i 240.00 75.00%
2 80.00 25.00%

Total - 320.00 100.00%



