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STATE/FEE EXPLORATORY UNIT
REVISED February 12, 2004
UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE

SRO UNIT AREA
_EDDY_ CQUNTY NEW MEXICO

NO

THIS AGREEMENT entered mito s of the BTH dayof __ MAY 2009 | vy epd between tho
partes subscribmg, ratifymg or consentmg hereto and herem referred to as the "parties bereto

WITNESSETH.
WHEREAS, tho partics hereto ere the owners of wozking, royalty ar other oil or gas mterests m the untt area subject to this

agreement; and

WHEREAS the Commsstoner of Pubhe Lands of the State of New Mexico 18 anfhorzed by an Act of fhe Loguslatare
(NMSA 1978 §§19 1045 19-10-46, as smended) to consent to and approve the development or operation of State Lands under agreements wade
by Leagees of State Lend jomtly ar severally with other lessees where such agreements provide for the it operahun or development of part of ar all
of any oil or gas pool, ficld, or area, end

WHEREAS the Commussioner of Public Lands of the Stute of New Mexico 15 authonzed by en Act of the Legslature
(NMSA 1978 §19-10-47 a3 axnended) to amend with the appeoval of lessoe, evidenced by the lessee’s executron of such egreement or otherwise,
any oil aud ges lease embracing State Lands so that the length of the term of sad lease inay comside with the term of such agreements for the unit

operation and development of part or ell of axy oil or gas pool, field, or axca, and

WHEREAS the Oif Comservation Division of the Enesgy Mmerals and Natural Resources Depastment of the State of New
Mexco (hereinafior refesred to a9 the "Drvasion®), 5 authorized by an Act of the Legislature (NMSA 1978 §70-2-1 etseq. as amended) to approve
this agreemert and the conservation provisions hereof, and

WHEREAS, the partics herety hold sufficient mterests m the SRO Umt Area
covermg the land herensafter describod to give reasonably effective cantrol of operations tharem, and

WHEREAS, 1t 15 the purposs of the parties hereto to conserve nanual resources, prevent waste and secure other benefity
obtemable trough development and operstion of the area subject to thns agreemess under the terms, conditions and Hmitations heren set forth,

NOW THEREFORE, m considerstion of the preouses and the promises herem contamed, the parties hereto commit to thng
agreement their respective mterests m the below defined wit area, and agree sevarally among thanselves as follows:

1 UNIT AREA, The following descnbed land 15 hereby designated and recogmzed s constutmg the unst area

Township 258 & 265 ,Range__ 28E , NMPM
Sections 32~E/2E/23 33-ALL, 34-S/2, 2-W/2, 3-ALL, &4~ALL, 5-ALL, 6-E/2, 7-3/2! 8-ALL, 9-ALL,
10-ALL, 15-AfL, 16-E/2E/2, 17-ALL, 18-E/2, 20-ALL
Comninmg 8,320 acres, more or less,
EDDY County New Mexico

Exhibit A attached hereto 1 a mep showmg the unrt area and the boumdunes and identity of traots and leases fo smd @ea to
the extent known to the unit operator  Exhibit "B attached hereto 15 2 schedulo showmg to the extent known to the unit operator the acreage,
percentage and kind of ownerstup of oil and ges mterests m all lands m the unit ares. However nothmg hevem or m sad schedule or map shall be
construed a3 a representation by any party hereto as to the ownerstup of any mterest other than such jngerest or mterests as are shown on saxd map or
schedule as owned by such party Exhibit A and "B shall be revised by the unit oparator whenever changes 1n ownersinp i the umit area render
such revisions oecessary or when requested by tho Conmmussioner of Public Lands, heremafter refered to a3 "Commussioner” or the Qjl
Canservation Divisics, heremafter referred to as ths "Division

All land coummited (o this agreement shall constitute land referred 10 heremn as umhzed land or "land subyect to tns
agrevwent”
2 UNITIZED SUBSTANCES AR oil, gas, natural gasolme, and assocsated flmd hydrocarbons m apy and ef) formatons #Zom
surface to the base of the Bone Spring formatiom of the unitized land are unitized
under the terms of this agreement and herein are called "unitized substances” The

top of the Bone Spring formation is 6223 feet and the base is 9333 feet as defined
by the Marbob Teddy Graham State #1 in Section 9 of Township 26 South-~Range 28 East

(Delaware top—-2467 feet) SFE7
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257;%%3 Marbob Energy Co r . whose address
sP 0 Box ddgumdsunkopmwmdbym

mwmmwmmeammmmmn-mmmmum and agrees and consants to accept the
duties and obligations of uart operstor for the discovery development and production of unitized substances &3 beven provided. Whenever
reference 15 mado herein to the umt oparator such reference means the unit operator actng 1n that capacity and not a3 an owner of mterests in
vnttized substances, and the texm "workng mtzrest owner” when used herem shall metude or refer W unt apertor as the owner of 8 workmg
nterest whten such an mterest 15 owned by 1t

RRE [ OPER R, Untt opecator shall have the nght to resign at any tme but such
WMmWMnmﬁlnmwmamhsbwdmdmdwwdmmommvﬁedﬁanSWﬂm
agreement. The ressgnstion of the unt operator shall not release the unit oparator from any habiltty ar any defimlt by t hereunder occarrng prior to
fho effective date of ris resmgmahion.

Uit operator mey upon defiult or fuilure 1n the parformance of s dutes or obbgations herexnder be subject to removal by
the same parcentage vote of the owners of workmg mterests determuned in like manper a9 heremn provided for the selection of a new undt operator
Such removel thall be effectve upon notice theseof to the Commussiones and the Divamon.

The remigoation or removal of the valt opersior vader ths agreement shall not teymenate us sight, tifis or mterest as the
owner of & working wterest or other wierest m uwtized substances, but upon the remgnation or removal of unit operator beconung effectve, such
unit operator shall dehver possession of all equpment, materals, and sppurtensauces used m conducting the umt operations and owned by te
workmg mierest ownas o the new duly quahfied successor unit operstor or to tho owners thereof if no such new unst operator 1s electod, to be
used for the purpose of conductmyg untt operations heramder  Nothing heren ghall be construed as authanzing semoval of any material, equypment
and epputensncss needed fior the presesvatson of wells,

§ SUCCESSQR UNIT OPERATOR. Whenever the umt opevator shall resign ag unrt operstor or shall be removed s
herernsbove provided, the owners of the wurlang tterests according to ther respective acreage mterests m all unitized land shall by a magortty vote
select 8 successor wntt operator providad that, if @ magority but less then seventy-five parcent (75%) of the workmg mterests qualdied to vote 15
owned by one pasty to this agreement, a concurmg vote of sufficient additionsl parties, £0 as tw canstitte in the aggregate oot leay than soventy
five percent (75%) of e total workmg wmtesests, shall be required o select a new opesator  Such selection shall not becoms effoctive until (a) a unit
operator 0 selocted shall accept m winting the duhes and respopsibilities of umit operator and (b) the selection shell bave boen approved by the
Commumoner If po successar vyt opemtor 13 sefected and qualified e hevem proveded, the Conmmssioner at hus election, with notice to e
Divimon, may declare tins wut agresment termmnated.

6 ACCOUNTING FROVISIONS The unit opesator shall pay in the first mstance all costs and expeases mcumed m
conductmg nart oparahons herounder, and such costs and expenses and the working interest benefits accrumg herennder shall be apportioned amang
the owners of the umtzed workmg mterests m accordance with an opersting egreement entered mto by end between the unit operator and the
owaars of such mterests, whesher ane or more, separately or collectively  Any agreement or agreements entered mto between the workang miterost
owners and the wnt operator as provided m tns section, whether one or mare, are herem referred to as the “Operating Agreement  No such
agreement shall bo deemed enther to modify any of the texms and condstions of fus unit egreement ar to rehsve the nmt operator of ey nght or
oblhgation established under €ins wmt agreement and m case of any mconsitancies or confhot between this unit agreemext and the operatmg

agreement, thus untt agroement shafl prevail,

5 : S RATOR, Except as othexwise specifically provided herem, the exclugive
rtghl,mvﬂqcmddtwofaamamymdaunmofﬂ:epmtuhmwhcbmnecesmyoreonvmﬁnpmspemgfm'pcdlmz.
stonng, allocating and distributing the unitized substances ave hereby delegatad to and shall be exercased by the umt opemator ss heran provided.
Acceptable ovidence of title to said rghts shall be deposited with swd untt operator and, together with thig agreement, shafl constitute and defins the
nghts, privileges and obligations of wuit operstor Nothung herean, however ehall be oonstrued to transfer title to any lend ar to sny lesse or
operatmg agreement, st bemg understood that under thes agreement the umt operator mmmnyuuﬂtmahﬂm&ed;huof
possession and use vested m the parttes hereto oaly for the pusposes hereta specafied.

8 DRILLING TO DISCOVERY, The umt opemtor shall, withm smty (60) days after the effective date of this agreement,
conumence operations upon an adequats test well for o1l and gas upon some part of the lands embraced withm the umt area and shall drill sad well
with due dilgence to a depth sufficient to attam the top of G Bone Spring formeton or to such e depth
@y untbized substances shall be discovered in paymg quantities at a lesger depth or until it shall, m the opmion of va opexator be determined that
the further drilhng of smd well shall be unwarmmanted or unpracticable; provided, however, that unxt operator shall not, m any cvent, be required to
drill ad well to 8 depth m excess of ___ 9,33 feet. Until a discovery of a deposit of ourtized substances capable of bang
plodncedmmmgqms(mmqm&lugnmwwmmdmmmgmmamkmﬁ)m
operator shall contmue dnlling diligently one well &t a tune, allowng ot more than axx months botween the complotion of one well and the
begmamg of the next well, until @ well capable of producg umthized substances m paymg quentitios 13 completed to the satsfuctivn of the
Commmssioner or untll 1t 15 reasonsbly proven 1o the satigfaction of the vout operator that the unted lend 15 mcapable of producing unitized
substances m paying quantrties m the formation drilled herenpder

Any well commenced prior W the effective date of thus agreement upon the unit area and drilled to the depth provided herem
for the deillmg of an wtal test well shall be commdered as complymg with the drillmg requrements hereof with respect to the mutal well. The
Commusssoner may modify the drillmg requirements of this section by granting reascmmble extensions of time when m hus opaman such action 18
warranted. Upon faiture to comply wrth the drillmg provisions of this article the Commmsmoner may after reasansble notice to the wnrt opertor and
each worlung mterest owner lessee and lessor o thear last known addresses, declare fins un1t agreement termunated, and all nghts prrviloges and
obhgations grauted and assurmned by this unrt agreement shall cease end termnate as of such date.
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nbmsmpaymgqumﬁﬂabedlmvmdmmemmhmm&aﬂmwmnmﬁmﬂumdhwmﬂmoi
the mal discovery well and withm thoty days aftes the expuration of sach twelve months penod thercafier file a report with the Copmusmoner and
Division of the status of the development of the unit area and the development contemplated for the followmg twelve months period.

It is understood that gne of the mam considarations fur the epproval of this agreement by the Conmmssioner of Pubhic Lands
18 t secure the orderly development of the wmtized lmnds m accordance with good conservation prectices 50 as to obtamn the greatest ultimate
recovery of umtized substances

After discovery of umtized substances m paymg quantites, wmt operator shall proceed with diligence o reasonably develop
the unitized area as a reasonably predent operator would develop such eros under the same or symilar circumstances.

If the wmit opezator should fail to comply with the above covenant for reasonable dovelopment ths agrecment may be
terannstad by the Commissnioner #s © ell lands of the State of New Mexico embracmg mdeveloped regular well spacmg or protation unts, but m
such event, the basis of partictpation by the worlang mterest owners shall remam the same as 1f tns agreement had not been termmumated as to such
tands; provided, however the Commmissioner shall ;ave notice to the wnst opesator and the lessocs or record in the nmmnner prescribed by (Sec 19-10-
20 NM. Statutes 1978 Annotated), of mtention © cancel on account of any alleged bresch of smd covenant for reasonable development and asy
decision entered thereunder shall be subject to eppeal m the manmer prescribed by (Sec. 19-10-23 NM. Statutes 1978 Amnotated), od, provided
farther mn any event the unit operator shall be gsven a reascnzble opportunsty after 8 final doternunstion withm winch to remedy any defaylt, failmg
in which s agreement ehall bo tecmxmated es to oll lands of the State of Now Mexico embracmg undeveloped regolar well spacmg or proreucn
unts.

Notwithstanding any of the provisions of s Agreement to the contrary all undeveloped regular well spscing or promtion
unst trects withm the vrut boundartes ghall be axtomatically ehrmmated from thus Agreement snd shall no longer be a part of the umt or be firther
subject to the tezms of tins agreement wunless at the expwrahon of five (5) years after the first day of the month following the effective date of this

agreement diligent drilling operations are 1 progress on said tracts.

10 PARTICIFATION AFTER DISCOVERY, Upon completion of a well capable of producng wmtized substances in
paymg quantities the owners of workmg mterests shall participate m the production therefrom and m all other producng wells which may be drilled
parsuayt heroto in tie propostions that thexr respective leasehold interests covered hereby on an acreage bass bears to the total mmnber of acres
comnutted to s umt agreement, and soch vmtized substances shall be deemed to have been produced fiom the respective leasehiold interests
partcypating therein. For the porpose of determming any beaefits accrumg under this agreement end the distribunion of the royalties payable to the
SueofNemeeoMoﬁummmlmmmmmwunnhmdmmdwumuhmdmh
each lesss respectively committed to this agreement besrs t the total sumber of ecres comsmitted hereio.

Notwithstanding exy provisions contamed herein to the contrary each workng wterest owner shall have the nght to teke
such ownea’s proportzonate share of the urtized substences m kmd or to personally sell or dispose of tho same, end nothing herem contamned shall
be construed as grving or grenting o the unit opexator the nght to sell or otharwise dispose of the proportonate share of any working mterest owner
wthow specific authoroation from tune to time 8o to 40

11 ALLOQCATION OF PRODUCTION All umtized substances produced from each tract 1 the unitized arca cstabhished
under tius agreement, except eny part thereof used for produotion or development purposes hereunder or vnavordably lost, shall bo doemed to be
poduced equally on ao acseege basis from the severul tracts of the unitized land, and for the purpose of deternuming any beasfits that accrue on an
acreage basts, each such trect shall have ellocated to it such peycentage of smd production &s 1ts aren bears to the entire unrired area. It 15 hereby
agreed that production of umtzed substances ffom the unthzed area shall be allocated as provided herem, regardless of whether any wells are
drilled oo any particulsar tracts of said umtized area.

All rentals due: to the State of New

Mmd:aﬂbepldbythemvelmeownmmmewimmamofmm -

/ All royalties due to the State of New Mexiso under the terws of the lceses commutted to this agreewgeat shall be computed
and paid an the baws of ell umtized substances allocated to the respective leases commmited hereto provided, however the State shall be entifled to
teke mn Jond stz ghare of the unitized substances allocsted to the respecthve leases, and m such case tho umt operetor shal! make delivenies of such
royalty ghare m accordance with the terms of the respective leases.

All reomls 1fany due vnder any leases embracing lands other than the State of New Mexico, shall be paud by the respective
Iease owners m accardance with the terms of thewr leases and all royalties due under the terms of any such leages shall be pexd on the basis of all
unxtized substences allocated to the regpective leusws commitied hereto

If the vart opesator mtroduces gas obtamed from sources other than the umtized substances nito any producmg formabon for
the purpose of repressunng, stmulsting or incressig the ultimate recovery of unitized substances therefrom, a like amouwnt of gas, if available, with
due allowance for loss or depletion from any cause may be withdrewa from the formation mto which the gas was mwoduced royalty free as to dry

+ §85 but not as to the products extracted therefiony; provided, that such withdrawal shall be at such tume 83 may be provided w a plan of operatian
Mwwmecmmwwhem”mbgwdmlmmmmdmm that
such right of withdrawal shall terzrunate on the teroxnat:on of Gus umt egroement.

If auy lease comnmited horeto 15 burdensd with en overndmg royalty payment out of production or other charge m additron

to the usual yoyalty the owner of cach such lcase shall bear end assume the same out of the unttized substances allocated to the lands embraced m
each such lease as provided herem.
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WmemmdmmmMMhummwoﬁuWMm&o
exploration, drilling development or operation for oil or gas of the lands committed to this agreement, shall as of the effective date hereof, be and
the same arc hereby expressly modified and amended msofar as they epply to lands within the unitized area to the exteot necessary to make the
same conform to the provisions hereof and so that the respective terms of said leases and agrecments will be extended insofar as necessary to
coincide with the terms of this agreement and the approval of this agreement by the Comumissioner and the respective lessors and lessees shall be
effective to conform the provisions and extend the tezms of cach such lease as to lands within the unitized area to the provisions and tenms of this
agreement; but otherwise to remain in full force and effect. Each lease committed to this agreement, insofar as it applies to lands within the unitized
area, shall continue in force beyand the term provided therein as long as this agresment remaing in effect, provided, drilling operations upon the
initial test well provided for herein shall have been commenced ar said well is in the process of being drilied by the umit operator prior to the
expiration of the shortest term lease committed to this agreement. Termination of this agreement shall not affect any lease which pursuant to the
terms thereof or any applicable lsws would continue in full force and effect thercafter. The commencement, completion, continued opemtion or
production on each of the leasehold interests comumitted to this agreement and oparations or production pursuant to this agreement shall be deerned
o be operations upan and production from each [easehold interest committed hereto and there shall be no obligation on the part of the unit operator
wmafﬂnmufd:awehsd:ddmmwdhumm drill offset to wells as between the leasehold terests committed to
this agreement, excopt as provided in Section 9 bereof.

Any lease embracing lands of the State of New Mexico of which only a portion is commmitted hereto shall be segregated as to
the portion committed and as to the portion not cormmitted and the terms of such leascs shall apply separataly es two separate leases as to such
segregated portions, comtimencing as of the effective date hereof. Notwithstanding any of the provisions of this agreement to the contrary, say lease
embracing lands of the State of New Mexico having only a portion of its lands committed hereto shall continue in full force and effect beyond the
verm provided thercin as to ail lands crobraced within the unitized area and commitred to this agreement, in sccordance with the terms of this
agreement. H oil and gas, ar either of them, are discovered aud are being produced in paying quantities from some part of the lands embraced in
such lease which part is committed to this agreement at the expirstion of the fixed term of such lease, such production shall not be considered as
production from lsnds embraced in such lease which are not within the unitized arcs, and which are not committed thereto, and drilling or
reworking operations upon some part of the lands embraced within the unitized area and committed to this agroement shall be considered as drilking
and reworking operations only as to lands embraced within the unit agreement and not as to lands embraced within the lease and not committed to
this unit agreement; provided, howevar, as to any lease embracing lands of the State of New Mexico having only a portion of its lands committed
hereto upon which oil and gas, or either of them, has been discovered is discovered upon that portion of such lands not committed to this agreement,
and are being produced in paying quantities prior to the expiration of the fixed tenm of such lease, such production in paying quantitics sball sarve to
cantinue such lease in full force and effect in accordance with its terms as to all of the lands embraced in said lease,

14. CONSERVATION: Opemations hersunder and production of uaitized substances shall be conducted to provide for the
most economical and efficient recovery of said substances without waste, as defined by or pursuant 1o State laws or regalations.

15. DRAINAGE: In the event a well or wells producing oil or gas in paying quantities should be brought in on land adjscent
w the unit area draining unitized substances from the lands embraced therein, umit operator shall drill such offset well or wells as a reasonably
prudent operator would drill under the same or similar circumstances.

16. COVENANTS RUN WITH LAND: The covenants herein shall be constraed to be covenants rumming with the land with
respect to the interests of the parties hereto and their successars in interest until this agreement terminates, and any grant, transfer or conveyance of
interest in land or leases subject hereto shall be and hereby is conditioned upon the assumption of all privileges and obligations hereunder to the
grantee, transferee or other successor in interest No assignment or transfer or any working, royalty, or other interest subject hereto shall be binding
upoun unit operator until the first day of the calendar month after the unit operator is furnished with the original, photo static, or certified copy of the
instrument of trensfer.

17. EFFECTIVE DATE AND TERM: This agreement shall become effective upon approval by the Commissioner and the
Division and shall terminatein __ years after such date unless (a) such date of expiration is extended by the Commmissioner, or (b) 2
valusble discovery ofumnmdsnbﬂnnuhsbcmmﬂeonmmcdhnddmm;mdmmlmwm extension thereof in which case this
wmtuhﬂmmmeﬂemnlm;nwmdnhmmmbcthodwdmpymsqumunﬁommnumdlmdu&aboﬂd
production cease, so long thereafter as diligent operations are in progress for the restoration of production or discovery of new production and so
long thereafier as the unitized substances so discovered are being produced as aforesaid. This agreement may be terminated at any time by not less
than seventy-five percent (75%) on an acreage basis of the owners of the working interests, signatary hereto, with the approval of the Commissioner
and with notice to the Division. Likewise, the failure to comply with the drilling requirements of Section 8 hereof, may subject this agreement to
termination as provided in said section.

18. RATE OF PRODUCTION: All production and the disposal thercof shall be in conformity with allocations, allotments,
and quotas made or fixed by the Division, and in conformity with all applicable laws and lawful regulaticns.

19. APPEARANCES: Unit operator shall, after notice to other parties affected, have the right to appear for and on behalf of
any and all interests affected hereby, before the Commissioner of Public Lands and the Division, und to appeal from orders issued under the
regulations of the Commissioner or Division, or to apply for relief from any of said regulations or in any proceedings on its own behalf relative to
operations pending before the Commissioner or Division; provided, however, that any other interest party shall also have the right at his own
expense 10 appear and to participate i any such procesdings.

20. NOTICES: All notices, demands, or statements required hereunder to be given or rendered to the parties hereto, shall be
deemed fully given, if given in writing and sent by postpaid registered mail, addressed to such party or parties at their respective addresses, set forth
in connection with the signatures hereto or to the ratification or consent hereof, or to such otber address as any such party may have furnished in
writing to party sending the notice, demand, or statement.
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21. LOSS OF TITLE: In the event title to any tract of unitized land or substantial mterest therein shall fail, and the true owner cannot be induced to
join the unit agreement so that such tract is not committed to this agreement, or the operation thereof hereunder becomes impracticable as a result
thereof, such tract may be eliminated from the unitized area, and the interest of the parties readjusted as a result of such tract being eliminated from
the unitized area. In the event of a dispute as to the title to any royalty, working, or other interest subject hereto, the unit operator may withhold
payment or delivery of the allocated portion of the unitized substances imvolved on account thereof, without liability for interest until the dispute is
finally settled, provided that no payments of funds due the State of New Mexico shall be withheld. Unit Operator, as such, is relieved from any
responsibility for any defect or failure of any title hereunder.

22. SUBSEQUENT JOINDER: Any oil or gas interest in lands within the unit area not committed hereto, prior to the
submission of the agreement for final approval by the Commissioner and the Division, may be committed hereto by the owner or owners of such
rights, subscribing or consenting to this agreement, or executing a ratification thereof, and if such owner is also a working interest owner, by
subscribing to the operating agreement providing for the allocation of costs of exploration, development, and operation. A subsequent joinder shall
be effective as of the first day of the month following the approval by the Commissioner and the filing with the Division of duly executed
counterparts of the mstrument or instruments committing the interest of such owner to this agreement, but such joining party or parties, before
participating in any benefits hereunder, shall be required to assume and pay to unit opexator, their proportionate share of the unit expenses incurred
prior to such party’s or parties joinder in the unit agreement, and the unit operator shall make appropriate adjustments caused by such joinder,
without any retroactive adjustment of revenue.

23. COUNTERPARTS: 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 in writing specifically referring hereto, and shall be binding upon
all those parties who have executed such a counterpart, ratification, or consent hereto with the same force and effect as if all such parties had signed
the same document, and regardless of whether or not it is executed by all other parties owning or claiming an interest in the lands within the above

described unit area.

IN WITNESS WHEREOF, the undersigned parties hereto have caused this agreement to be executed as of the respective
dates set forth opposite their signatures.

UNIT OPERATOR AND WO G INTEREST R w

Marbob Energy Corporation ) By
BUSINESS ENTITY ¥ M
Address P.0. Box 227, Artesia, NM 88211-0227 . DeteofExecution__ 6, /1, 2029
STATEOF New Mexico )

) ss.
COUNTY OF Eddy )

Acknowledgment in an Individual Capacity

This instrument was acknowledged before me on '7?- i i (3 i Date

by ST O A,

Name(s) of Person(s)

I

(Seal) % Signature of Notaria) Officer

My commission expires: 7oy XO™\
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