CERTIFICATION-DETERMINATION

Pursuant to the authority vested in the Secretary of the Interior, under
the Act approved February 25, 1920, 41 Stat. 437, as amended, 30 U.S.C.
sec 181, et seqg., and delegated to the Authorized Officer of the Bureau of
Land Management, under the authority of 43 CFR 3105, I do hereby:

A. Approve the attached agreement for the development of operation
of the Rock Mesa Unit Area, Sandoval County, New Mexico. This Approval
shall be invalid ab initio if the public interest requirement under Sec.
3183.4(b) of this Title is not met.

B. Certify and determine that the unit plan of development and
operation contemplated in the attached agreement is necessary and
advisable in the public interest for the purpose of more properly
conserving the natural resources.

cC. Certify and determine that the drilling, producing, rental,
minimum royalty and royalty requirements of all Federal leases committed
to said Agreement are hereby established, altered, changed or revoked to
conform with the terms and conditions of this agreement.

/ép/Mi e Pool
Avea Manager

Contract No: NM NM 88298X

NMOCD Examiner Hearing
October 29, 1992

Application of Merrion 0il & Gas

Case #10576
Exhibit #_2 of 5



Rev. 1/92

STATE/FEDERAL/FEE
EXPLORATORY UNIT

UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE

ROCK MESA “ UNIT AREA

SANDOVAL COUNTY, NEW MEXICO

NO._£A208X

Approwal of this actian doas
fmt warrant tha: tha 2upileant
holdeiagay gp Squitavle rightg
or titie to thig leage,"”



EXPLORATORY UNITS
UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
ROCK MESA UNIT AREA
COUNTY oF SANDOVAL
STATE OF NEW MEXICO
No. BBZERX
TABLE OF CONTENTS

Page
1. ENABLING ACT AND REGULATIONS . . ...t tttae ettt et e e e e e e e e e e e e 1
2. UNITAREA .« ot ttttetee et e e e e e e e e e e e e e e e e e e e e e e 1
3. UNITIZED LAND AND UNITIZED SUBSTANCES . ... ... .. \ttittnt et e et e e e 2a
4. UNITOPERATOR. .. ettettnettte e et ete e e ettt e e e e e e e e e e e 2
§. RESIGNATION OR REMOVAL OF UNIT OPERATOR . . . ..o\ vite et et e e e e e 3
6. SUCCESSOR UNIT OPERATOR . ..\t tiittie ittt e e e e et e e e e e e e e e e 3
7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT . ... ...ttt e, 3
8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR . . . ..ot oi ittt et ettt et e e e e e e 3
9. DRILLING TO DISCOVERY . . .ottt ettt et e e et e e e e e e e e e e 4
10. PLAN OF FURTHER DEVELOPMENT AND OPERATION . . . . ..ottt et e e e e e e et 4
11. PARTICIPATION AFTER DISCOVERY . .. oottt et et e et e e e e e 4
12. ALLOCATION OF PRODUCTION . . . .t e tti ittt et i e et et e e e e e e e e e 5
13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS ... .........ccoouu.v.... 5
14. ROYALTY SETTLEMENT . . oottt ttmi ettt et e e e e e e e e e 6
15, RENTAL SETTLEMENT . ..\ttt tet ittt ete et te e e e et e e e e e e e e e e 6
16. CONSERVATION . . . o ittt ettt e it et e e e e e e e e e e e e e i 5
TT.DRAINAGE . - o o vttt ee ettt et e et e e e e e e e e e e e 6a
18. LEASES AND CONTRACTS CONFORMED AND EXTENDED . . . .. .0 ovu it e 5
19. COVENANTS RUN WITH LAND . . ..ottt ittt et e e e e e 7
20. EFFECTIVEDATE AND TERM . . . ..ottt ittt et et e e e e e e e 7
21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION . . . . ...\ttt 8
22 APPEARANCES . - -« v et i ettt et et et e e e e e 8

STATE/FEDERAL/FEE




............................................................................ 3
24. NOWAIVER OF CERT AIN RIGH T S . . . ittt ittt ittt et e c ittt st e a ettt ees s ennenan 8
25 . UNAVOIDABLE DELAY ... .. i ittt ittt sttt st et sn s ettt ane sttt et eeer et e eenan 3
26. NONDISCRIMIN A TTION . . . .ttt v vt vt et tmneonoaesnetoteenaessnseeessoseesenenneneesosoeeennans 8
27. LOSS OF TITLE . . .« it ittt et o sttt aeaoansesososetoeenesnenanes e e e e e 9
28. NON-JOINDER AND SUBSEQUENT JOINDER .. ... . ... . ittt ittt ie it iatnasnaenanas 9
20, COUNTERPART S . . . i i it ittt e e et toonnaenaeeetsesoanasnsensnsen ettt snenanas 9
30, SURRENDER . . it v vttt v vsooosononoesssossasesseteeneneneensnneesesnneseeessensesesesneenes 9
3 T 07 . < . 10
J2. NO PARTNERSHIP . . . ...ttt ittt ittt atn s e n et ansotoenneeeceesnseennoeeeeineenoesoenseneenas 10
33. SURFACE AND ENVIRONMENTAL PROTECTION STIPULATIONS . . .. . . ittt ittt ettt ittt r et e e e e 10
RATIFICATION AND JOINDER OF UNIT AGREEMENT

AND

UNIT OPERATING AGREEMENT .. ... .0ttt ittt ie i ittt ittt it ittt e it 11
EXHIBIT "A". MAP OF UNIT AREA . . . .ttt it e et e e et e e e e e e e e e e e e e e s s 12
EXHIBIT "B". SCHEDULEOF OWNERSH P . . . . ...ttt ittt it ittt ettt s e e e e e e st e ieeaan 13

Exhibit "B", Part II - Fractured Mancos Overriding Rovalty Intere
£ SstSvve..... 13a
EXHIBIT C". SCHEDULE OF TRACT PARTICIPATION g hoyalty 3

Rev. 1/92



STATE/FEDERAL/FEE

EXPLORATORY UNITS
UNTT AGREEMENT

FOR THE DEVELOPMENT AND OPERATION
OF THE ’
ROCK MFESA UNIT AREA

COUNTY OF __SANDOVAL _

STATE OF NEW MEXICO

NO.

THIS AGREEMENT, entersd inio as of the _LSt day of __October 19 92 = byand
between the parties subscribing, ratifying, or consenting hersio, and hersin referred o as the “parties hereto®,

WITNESSETH: ’
WHEREAS, ths parties hersto sre the owners of working, royalty or other oil and gas interests in the unit ares subject W this
sgresment; and

WHEREAS, the Minersi Leasing Act of February 25, 1920, 41 Statute 437, as amended 30 U.S.C. Section 181 et. seq., authorizes
Federal lessees and their representatives to urute with each other, or jointly or separstely with others, in collectively adopting and operating &
unit plan of development or operstions of any oil and gas pool, field, or like area, or any pant thereof for the purpose of more properly

conserving the naturel resources thereol whenever determined and centified by the Secretary of the Interior W be necessary or advisable in the
public intsren; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is authorized by an Act of the Legislsture (Section 19-10-

45, 46, 47 NM Sutes 978 Annottsd) to consent to or approva this sgreement on behall of the Stats of New Mexico, insofar as it coversand
includes lands and mineral intsrem of the Stats of New Mexico; snd

WHEREAS, the Oil Conservation Division of the New Mexico Energy and Minerals Department, hersinaftsr referred to as

“Division®, is authorized by an act of the Legislature (Chapuer 70 and 71, NM Statutes 1978 Annctated) 0 spprove this agreement and the
conservation provisions hereof; and

WHEREAS, the parties hereto hold sufficient interests in the Rock Mesa Unit Area covering
the land hereinafler described 10 give reasonably efTective control of operstions therein; and

WHEREAS, it is the purpose of the parties hereto 10 conserve nstural resources, prevent wasts, and securs other benefits obtainable
through development and operation of the sred subject (o this agrsement under the terms, conditions, and limittions hersin set forth;

NOW, THEREFORE, in consideration of the premises and the promises herein contained, the parties hereto commit to this agreement
their respective interests in the below-defined unit area, and sgree severally among themacives as follows:

1. ENABLING ACT AND REGULATIONS. The Minersl Lessing Act of February 25, 1920, ss amended, suprs, and all valid
pertinent regulations inciuding opersting and unit plan regulations, heretofors issued thercunder or vaiid, pertinent and reasonable regulations
hereafier issued thereunder are accepied and made a pant of this agreement o3 to Federsl Lands, provided such regulations are not inconsistent
with the terma of this sagreement; and as 10 non-Federal lands, the oil and gas operating regulations in effect as of the effective date hereol

governing dnlling and producing operations, not inconsistent with the terms hereof or the laws of the Sute in which the non-Feders! land s
located, are hereby accepied and made a pant of this agresment.

2. UNIT AREA,

The area specified on the map attached hereto and marked Exhibit "A" is
hereby designated
Townahip , Ra and recognized as
:::L—__—_ﬂ________—————"“'_lnlﬂ constituting the unit
: area.

JN.M.P.M,
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Conuaining ___10,823.16

acres, more or less.

R A

Exhibit A° shows, in addition o the boun_ary of the unit ares. ¢ boundmeo and identity ol tracls and leases in said ares o0 the
extent known 10 the Unit Operator.  Exhibit "B® atacned hereto is & Kheduic showing 10: the extent known (o the. Uml Operuior, the acreage,
percentage, and kind of ownership of oil and gas inierests in ail lands in the unit area. However, nothing herein or in Exhibits "A* and "B*
shall be construed as a representation by any party hereto as w0 the ownership of any interest other than such intsrest or interests as are shown
in the Exhibits as owned by such panty. Exhibits "A” and "B" shall be revised by the Unit Operator whenever changes in the unit area ot in
the ownership interesas in the individual tracts render such revision necessary, or when requesied by the Authorized officer, hereinafler referred
10 as “AO", or when requested by the Commissioner of Public Lands of the Sute of New Mexico, hereinafier referred 10 10 “Land
Commissioner’, and not less than four (4) copies of the revised Exhibits shall be filed with the proper Bureau of Land Management office, and

one (1) copy thereof shall be filed with the Land Comsmussioner, snd one (1) copy with the New Mexico Qil Conservation Division of the Encrgy
and Minersls Depannment, hersinafier referred 10 a3 "Division®.

The sbove-described unit area shall, when practicable, be expanded to include therein any additional lands or shall be contracted W
sxciude lands whenever such expansion or contraction is ¢ dw be

y or sdvisable 10 conform with the purposss of this sgreement.
Such expansion or contraction shall bs sffecied in the following manner:

(a) Unit Operator, on is own motion (afler preliminary concurtence by the AQ), or on demand of the AO, or the Land Commissioner
(after preliminary concurrence by the AO and the Land Commissioner) shall prepare & Notice of Proposed Expansion or Contraction describing

the contemplated changes in the boundaries of the unit area, the reasons therefore, any plans for additional drilling, and the proposed sflective
dats of the expansion or contraction, preferably the first day of s month subsequent Lo the date of notics.

(b) Said notice shall be deliversd \o the proper Bureau of Land Management office, the Land Commissioner and the Division, and

copies thereof mailed w0 the lagt known sddress of each working interem owner, lessos and lessor whose intsrent are affecled, advising that 30
days will be allowed for submission to the Unit Operator of any objections.

(c) Upon expirstion of the J0-day period provided in the preceding item (b) hereol, Unit Operator shall (ile with the AQ, the Land
Commissioner and the Division, evidence of mailing of the Notice of Expansion or Contraction and a copy of any objections thereto which have
been filed with Unit Operator together with an spplication in triplicate, for approval of such expansion or contraction and with sppropniais
joinders.

(d) Afer due considerstion of all pertinent informalion, the expansion or contraction shall, upon approval by the AO, the Land
Commissioner and the Division, becoms sffective as of the date preacribed in the notice thereof or such other sppropnriats date

(¢) Notwithstanding sny prior elimination under the "Drilling 10 Discovery® section, all legal subdivisions of lands (i.e., 40 scres
by Goverrunent survey or ils neares It or tract equivalent; in insuances of irregular surveys, unususlly largs low or iracia ahall be considered
in multiples of 40 acres or the nearest aliquot equivalent thersof), no paru of which are entited 1o be in a participating area on or before the
fifth anniversary of the effective dats of the first initial participating srea cutablished under this unit agreement, shall be eliminated sutomaticaily
from this sgreement, effective as of said fifth snniveruary, snd such lands shall no longer be & pact of the unit area and shall no longer be subject
10 this sgreement, uniess diligent drilling operstions are in progress on unitized lands nok entitled 1o panicipation on sid fifth anniversary, in
which svent all such lands shall remain subject hereto for so long as such drilling operstions are continued diligently, with not more than ninety
{90) days’ time elapsing between the completion of one such well and the commencement of the next such well. All legal subdivisions of lands
not entitled 10 be in a pacticipating area within ten (10) years after the effective date of the first instisl participating ares spproved under this
sgreement shall be sutomatically eliminated from this sgreement as of said tenth anniversary. The Unit Operator shall, within ninety (90) days
afler the effective date of any elimination hereunder, deascribe the area 30 eliminated o the satisfaction of the AQ and Land Commissioner and
promptly notify all parties in interest. All lands reasonably proved productive of unitized substances in paying quantities by diligent drilling
operations afler the aforesaid S-year period ahall become panticipating in the same manner as during sid firet S-year period. Howsver, when

such diligent dnlling operations ceass, all non-panicipating lands not then entiled 10 bs in a panticipsting area shall be automatically sliminated
sflecrive as of the $1s day thersafler.

Any expansion of the unit area pursuant 1o this section which embraces lands theretofore climinsted pursuant 1o this Subsection 2(¢)
shall not be consmdered automatic commitment or recommitment of such landa. If conditions warrant exiension of the 10-year penod specified
in this subsection, » vingic extension of not o exceed Two {2) years may be accomplished by consent of the owners of 90% of the working
'Entercm in the current non-participating unitized lands and the owners of 60% of the basic royalty intcrests (exclusive of the basic royalty

interests of the Uniled Sutes) in non-patticipating unitized lands with approval of the AO snd the Land Commissioner provided such extension
spplication is submitied not later than sixty (60) days prior 1o the sxpirstion of said 10-year period

Please refer to Pg. 2a, attached hereto.
3. UNITIZED LAND AND UNITIZED SUBSTANCES.

Adt-end-now-er-hreresiertsommited-ro-thisegreoment-ahail-sonstitnies
land referred W herein a3 “unitized land” or "land mubiect 1n this sgreement—AdoitTTRETIT IR iny 8nd 81l (ormations of the unitized land are

RGPV T o it S e n-ond-herni-ert-seed-tuntized-rubiancors,
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Page 2a Insert

¥ 3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land now or hereafter
committed to this agreement shall constitute land referred to herein as “unitized land” or “land

subject to this agreement,” excepting the Entrada formation of the lands dedicated to the Media
Entrada Unit approved October 10, 1975, numbered 14-08-0001-14269 to wit:
e

ownship 19 North, Range 3 Wes
Section 14: SW/4, S/2 NW/4
Section 15: S/2 NE/4, SE/4
Section 22: N/2 NE/4 NE/4
Containing 500 acres, more or less
Sandoval County, New Mexico

C-StateUnitAgrl’g2a-082492



4. UNITOPERATOR. __Merrion 0il & Gas Corporation hereby designated as Unit Operator and by
signature hereto as Unit Operator agrees and consents to accept the duties and obligations of Unit Operator for the discovery, development, and
production of unitized substances as herein provided. Whenever reference is made herein to the Unit Operator, such reference means the Unit
Operator acting in the capacity and not as an owner of interest in unitized substances, and the term "working interest owner” when used herein
shall include or refer to Unit Operator as the owner of a working interest only when such an interest is owned by it.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall have the right to resign at any time prior to the
establishment of a participating area or areas hereunder, but such resignation shail not become effective so as to release Unit Operator from the
duties and obligations of Unit Operator and terminate Unit Operator’s rights as such for a period of six (6) months after notice of intention to
resign has been served by Unit Operator on all working interest owners and the AO and the Land Commissioner and the Division, and until all
weils then drilled hereunder are placed in a satisfactory condition for suspension or abandonment, whichever is required by the AO as to Federal
lands and the Division as to State and fee lands, uniess a new Unit Operator shall have been seiected and approved and shail have taken over
and assumed the duties and obligations of Unit Operator prior to the expiration of said period.

Unit Operator shall have the right to resign in like manner and subject 10 like limitations as above provided at any time after a
participating area established hereunder is in existence, but in ail instances of resignation or removal, until a successor Unit Operator is selected
and approved as hercinafler provided, the working interest owners shail be jointly responsibie for performance of the duties of Unit Operator,

and shail not later than thirty (30) days before such resignation or removai becomes effective appoint a common agent to represent them in any
action to be taken hereunder.

The resignation of Unit Operator shall not release Unit Operator from any liability for any default by it hereunder occurring prior
1o the effective date of its resignation.

The Unit Operator may, upon default or failure in the performance of its duties or obligations hereunder, be subject 10 removal by
the same percentage vote of the owners of working interests as herein provided for the seiection of & new Unit Operator. Such removal shall
be effective upon notice thereof to the AO and the Land Commissioner.

The resignation or removal of Unit Operator under this agreement shall not terminate its right, title, or interest as the owner of &
working interest or other interest in unitized substances, but upon the resignation or removal of Unit Operator becoming effective, such Unit
Operator shall deliver possession of ail wells, equipment, materiais, and appurienances used in conducting the unit operations to the newiy
qualified successor Unit Operator or to the common agent, if no such new Unit Operator is selected, elected, to be used for the purpose of
conducting unit operations hereunder. Nothing herein shall be construed as authorizing removal of any materiai, equipment, or appurtenances
needed for the preservation of any wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shail tender his or its resignation as Unit Operator or shall be
removed ss hereinabove provided, or a change of Unit Operator as negotiated by the working interest owners, the owners of the working interests
according to their respective acreage interest in all unitized land shail, pursuant to the approval of the parties requirements of the unit operating
agreement, select a successor Unit Operator. Such seiection shall not become effective until:

(a) a2 Unit Operator 30 seiected shall accept in writing the duties and responsibilities of Unit Operator, and
(b) the selection shail have been approved by the AO and approved by the Land Commissioner.

If no successor Unit Operator is seiected and qualified as herein provided, the AO and the Land Commissioner, at their election may
declare this unit agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the Unit Operator is not the sole owner of working
interests, costs and expenses incurred by Unit Operator in conducting unit operations hereunder shail be paid and apportioned among and borne
by the owners of working interests, all in accordance with the agreement or agreements entered into by and between the Unit Operator and the
owners of working interests, whether one or more, separately or collectiveiy. Any agreement or agreements entered into between the working
interest owners and the Unit Operator as provided in this section, whether one or more, are herein referred to as the "unit operating sgreement”.
Such unit operating sgreement shall also provide the manner in which the working interest owners shail be entitled to receive their respective
proponionate and allocated share of the benefits accruing hereto in conformity with their underlying operating agreements, icases, or other
independent contracts, and such other rights and obligations as between Unit Operator and the working interest owners as may be agreed upon
by Unit Operator and the working interest owners; iowever, no such unit operating agreement shall be deemed either to modify any of the terms
and conditions of this unit agreement or to relieve the Unit Operator of any right or obligation established under this unit agreement, and in case
of any inconsistency or conflict between this agreement and the unit operating agreement, this agreement shail govern. Two copies of any unit
opersting agreement executed pursuant to this section shall be filed in the proper Bureau of Land Management office and one true copy with
the Land Commissioner, and one true copy with the Division prior to approval of this unit agreement.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise specifically provided herein, the exclusive right,
privilege, and duty of excrcising any and all rights of the parties hereto which are necessary or convenient for prospecting for, producing,
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storing, allocating, and distributing the unitized substances are hereby delegated to and shall be exercised by the Unit Operator as herein
provided. Acceptable evidence of title to said rights shall be deposited with Unit Operator and, together with this agreement, shall constitute
and define the rights, privileges, and obligations of Unit Operator. Nothing herein, however, shall be construed to transfer title to any land or
to any lease or operating agreement, it being understood that under this agreement the Unit Operator, in its capacity as Unit Operator, shall
exercise the rights of possession and use vested in the parties hereto only for the purposes herein specified.

9. DRILLING TO DISCOVERY. Within six (6) months after the effective date hereof, the Unit Operator shall commence to drill
an adequate test well at a location approved by the AO, if on Federal land, or by the Land Commissioner, if on State land, and by the Division
if on Fee iand, uniess on such effective date a weil is being drilled in conformity with the terms hereof, and thereafter continue such drilling
diligently until the __€Nt1re Mancos interva has been tested or until at a lesser depth unitized
substances shall be discovered which can be produced in paying quantities (to-wit: quantities sufficient 10 repay the costs of drilling, completing,
and producing operstions, with a reasonable profit) or the Unit Operator shall at any time establish to the satisfaction of the AO if on Federal
land, or the Land Commissioner if on State land, or the Division if located on Fee land, that further drilling of said well would be unwarranted
or impracticable, provided, however, that Unit Operator shall not in any event be required to drill said well to a depth in excess of

3,700 _ feet. Until the discovery of unitized substances capable of being produced in paying quantities, the Unit Operator shal
continue drilling one well at a time, allowing not more than aix (6) months between the completion of one well and the commencement of drilling
operations for the next well, until a weil capabie of producing unitized substances in paying quantities is compieted to the satisfaction of the AO
if it be on Federal land or of the Land Commissioner if on State land, or the Division if on Fee land, or until it is reasonably proved that the
unitized land is incapabis of producing unitized substances in paying quantities in the formations drilled hercunder. Nothing in this section shall
be deemed to limit the right of the Unit Operstor to resign as provided in Section 5 hereof, or as requiring Unit Operator to commence or
continue any drilling during the period pending such resignation becoming effective in order 1o comply with the requirements of this section.

The AO and Land Commissioner may modify any of the drilling requirements of this section by granting reasonable extensions of
time when, in their opinion, such action is warranted.

Upon failure to commence any well as provided for in this section within the time allowed, prior to the establishment of a participating
area, including any extension of time granted by the AO and the Land Commissioner, this agreement will automaticaily terminate. Upon failure
to continue driiling diligently any well commenced hereunder, the AO and the Land Commissioner may, after fifteen (15) days notice to the Unit
Operator, declare this unit agreement terminated. The parties (o this agreement may not initiate a request to voluntarily terminate this agreement
during the first six (6) months of its term uniess at least one obligation well has been drilled in accordance with the provisions of this section.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within six (6) months afier compietion of a well capable of
producing unitized substances in paying quantities, the Unit Operator shall submit for the approval of the AO, the Land Commissioner and
Division, an acceptable plan of development and operation for the unitized land which, when approved by the AO, the Land Commissioner and
Division, shail constitute the further drilling and development obligations of the Unit Operator under this agreement for the period specified
therein. Thereafter, from time to time before the expiration of any existing plan, the Unit Operator shall submit for the approval of the AO,
the Land Commissioncr and Division a plan for an additional specified period for the development and operation of the unitized land. Subsequent
plans should normally be filed on a calendar year basis not later than March 1 each year. Any proposed modification or addition to the existing
plan should be filed as a suppiement to the plan.

Any pian submitted pursuant to this section shail provide for the timely exploration of the unitized arca, and for the diligent drilling
necessary for determination of the area or arcas capable of producing unitized substances in paying quantities in each and every productive
formation. This plan shall be as complete and adequate as the AO, the Land Commissioner and Division may determine to be necessary for
timely development and proper conservation of the oil and gas resources of the unitized area and shali:

(s) specify the number and locations of any weils to be drilled and the proposed order and time for such drilling; and
(b) provide a summary of operations and production for the previous year.

Plans shall be modified or supplemented when necessary to meet changed conditions or to protect the interests of all parties to this
agreement. Reasonable diligence shall be exercised in complying with the obligations of the approved plan of development and operation. The
AO and the Land Commissioner are authorized to grant a reasonable extension of the 6-month period herein prescribed for submission of an
initial plan of development and on operation where such action is justified because of unusual conditions or circumsiances.

After completion of a well capabie of producing unitized substances in paying quantities, no further wells, except such as may be
necessary to afford protection against operations not under this agreement and such as may be specifically approved by the AO, the Land
Commissioner and Division, shall be driiled except in accordance with an approved plan of development and operation.

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable of producing unitized substances in paying
quantities, or as soon thereafier as required by the AO, the Land Commissioner or the Division, the Unit Operator shail submit for approvai
by the AO, the Land Commissioner and Division, a schedule, based on subdivisions of the public-land survey or aliquot parts thereof, of ail
land then regarded as reasonably proved to be productive of unitized substances in paying quantities. These lands shail constinste a participating

area on approval of the AQ, the Land Commissioner and Division, effective as of the date of completion of such well or the effective date of
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this unit agreement, whichever is later. The acreages of both Federal and non-Federal lands ahall be based upon appropriate computations from
the courses and distances shown on the last approved public-land survey as of the effective date of cach initial participating area. The schedule
shall also set forth the percentage of unitized substances to be sllocated, as provided in Section 12 to each committed tract in the participating
area 30 established, and shall govern the allocation of production commencing with the effective date of the participating area. A different
participating area shall be established for each separate pool or deposit of unitized subsiances or for any group thereof which is produced as a
single pool or zone, and any two or more paticipating areas so established may be combined into one, on spproval of the AO, the Land
Commissioner and the Division. When production from two or more participating areas is subsequentiy found to be from s common pool or
deposit, the participating areas shall be combined into one, effective as of such appropriate date as may be approved or prescribed by the AO,
the Land Commissioner and Division. The participating area or areas 5o established shall be revised from time to time, subject to the approvai
of the AO, the Land Commissioner, and Division to inciude additional lands then regarded as reasonably proved to be productive of unitized
substances in paying quantities or which are necessary for unit operations, or to exclude lands then regarded as reasonably proved not to be
productive of unitized substances in paying quantities, and the schedule of allocation percentages shall be revised accordingly. The effective date
of any revision shall be the first of the month in which the knowledge or information is obtained on which such revision is predicated; provided,
however, that s more appropriate effective date may be used if justified by the Unit Operator and approved by the AO, the Land Commissioner
and Division. No land shail be exciuded from a participating area on account of depletion of its unitized substances, except that any participation
area established under the provisions of this unit agreement shall terminate automaticaily whenever all completions in the formation on which
the participating areas is based are abandoned. ~Please refer to Pg. 5a attached hereto.

It is the intent of this section that a participating area shall represent the area productive of unitized substances known or reasonably
proved to be productive in paying quantities or which are necessary for unit operations; but, regardiess of any revision of the participating area,
nothing herein contained shall be construed as requiring any retroactive adjustment for production obtained prior to the effective date of the
revision of the participsting area.

In the absence of agreement at any time between the Unit Operator and the AO, the Land Commissioner and Division, as to the proper
definition or redefinition of a participating area, or until a participating area has, or areas have, been established, the portion of all payments
affected thereby shall, except royalty due the United States and the State of New Mexico, be impounded in a manner mutually acceptable to the
owners of committed working interests and the AO and the Land Commissioner. Royaities due 1o the United States and the State of New Mexico
shall be determined by the AO for Federal lands and the Land Commissioner for the State lands and the amount thereof shall be deposited, as
directed by the AO and the Land Commissioner until a panticipating area is finaily approved and then adjusted in accordance with a determination
of the sum due as Federal royaity on the basis of such approved participating area.

Whenever it is determined, subject to the approvai of the AO, the Land Commissioner and the Division, that a well drilled under this
agreement is not capable of production of unitized substances in paying quantities and inclusion in a panticipating area of the land of which it
is situated in a participating area is unwarranted, production from such weil shall, for the purposes of settiement among all parties other than
working interest owners, be allocated to the land on which the well is located, uniess such land is already within the participating area established
for the pool or deposit from which such production is obtained. Settlement for working interest benefits from such a nonpaying unit weil shall
be made as provided in the uait operating agreement.

12. ALLOCATION OF PRODUCTION. All unitized substances produced from each participating area established under this
agreement, except any part thereof used in conformity with good operating practices within the unitized area for drilling, operating, and other
production for development purposes, for repressuring or recycling in accordance with a plan of development and operations which has been
approved by the AO, the Land Commissioner and Division, or unavoidably lost, shail be deemed to be produced equally on an acreage basis
from the several tracts of unitized land of the participating area established for such production. For the purpose of determining any benefits
accruing under this agreement, each such tract of unitized land shail have allocated to it such percentage of said production as the number of
acres of such tract included in said participating area bears to the total acres of unitized land in said participating area, except that aliocation of
production hereunder for purposes other than for seulement of royaity, over-riding royaity, or payment out of production obligations of the
respective working interest owners, shall be on the basis prescribed in the unit operating agreement whether in conformity with the basis of
allocation herein set forth or otherwise. It is hereby agreed that production of unitized substances from a panticipating area shail be aflocated
as provided herein regardiess of whether any weils are drilled on any particular part or tract of the participating area. If any gas produced from
one participating arca is used for repressuring or recyciing purposes in another participating area, the first gas withdrawn from the later
participating arca for ssie during the life of this agreement, shall be considered to be the gas so transferred, until an amount equal to that

transferred shall be so produced for saie and such gas shail be allocated to the participating area from which initially produced as such area was
defined at the time of such initial production.

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS. Any party hereto owning or
controlling the working interest in any unitized land having thereon a regular well location may with the approval of the AO and the Land
Commissioner, and the Division at such party’s sole risk, costs, and expense, drill a weil to test any formation provided the weil is outside any
participating srea established for that formation, unless within ninety (90) days of receipt of notice from said party of his intention to drill the
well, the Unit Operator elects and commences to drill the well in a like manner as other weils are drilled by the Unit Operator under this
agreement.

If any weil drilled under this section by a working interest owner resuits in production of unitized substances in paying quantities such
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Page 5a Insert

Determination as to whether a well completed within the unit area prior to the effective
date of this agreement is capable of producing unitized substances in paying quantities shall be
deferred, until an initial participating area is established as the result of the completion of a well
for production of unitized substances in paying quantities in accordance with Section 9 hereof.
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that the land upoa which it is situated may properly be included in a panticipating area, such participating area shall be established or enlarged
as provided in this agreement and the well shall thereafter be operated by the Unit Operator in accordance with the terms of this agreement and
the unit operating agreement.

If any well drilled under this section by a working interest owner that obtains production in quantities insufficient to justify the
inclusion of the land upon which such well is situated in a participating area, such weil may be operated and produced by the party drilling the
same, subject 10 the conservation requirements of this agreement. The royaities in amount or value of production from any such weil shall be
paid as specified in the underlying icase and agreements affected.

14. ROYALTY SETTLEMENT. The United States and any State and any royalty owner who is entitled to take in kind a share of
the submances now unitized hereunder shall hereafter be entitled 10 the right 1o take in kind its share of the unitized substances, and Unit
Operator, or the working interest owner in case of the operstion of a weil by a working interest owner as herein provided for in special cases,
shall make deliveries of such royaity share taken in kind in conformity with the applicable contracts, laws, and regulations. Settiement for royaity
interest not taken in kind shall be made by working interest owners respoasible therefore under existing contracts, laws and regulations, or by
the Unit Operator on or before the last day of cach month for unitized substances produced during the preceding calendar month; provided,
however, that nothing in this section shaill operats to relieve the lessees of any land from their respective lease obligations for the payment of
any royalties due under their lcases.

If gas obtained from lands not subject to this agreement is introduced into any participating area hereunder, for use in repressuring,
stimuiation of production, or increasing ultimate recovery in conformity with a plan of development and operation approved by the AO and the
Land Commissioner and the Division, a like amount of gas, after settlement as herein provided for any gas transferred from any other
participating ares and with appropriate deduction for loss from any cause, may be withdrawn from the formation into which the gas is introduced,
roysity free as 1o dry gas, but not as to any products which may be extracted therefrom; provided that such withdrawal shall be at such time
as may be provided in the approved plan of development and operation or as may otherwise be consented to by the AO and the Land
Commissioner and the Division as conforming to good petroleum engineering practice; and provided further, that such right of withdrawal shail
terminate on the termination of this unit agreement.

Royaity due the United States shall be computed as provided in 30 CFR Group 200 and paid in vaiue or delivered in kind as to all
unitized substances on the basis of the amounts thereof ailocated 10 unitized Federal land as provided in Section 12 at the rates specified in the
respective Federal lease, or at such other rate or rates as may be suthorized by law or reguiation and approved by the AQ; provided, that for
leases on which the royaity rate depends on the daily sverage production per well, said average production shall be determined in accordance
with the operating regulations as though each participating srea were s singie consolidated lease.

Royaity due on account of State lands shail be computed and paid on the basis of all unitized substances allocated to such lands.

15. RENTAL SETTLEMENT. Rental or minimum royalties dus on leases committed hereto shail be paid by appropriste working
interest owners under existing contracts, laws, and regulations, provided that nothing herein contained shail operate to relieve the lessees of any
{and from their respective icase obligations for the payment of any rental or minimum royaity due under their ieases. Rental or minimum royaity
for lands of the United States subject to this agreement shall be paid at the rate specified in the respective leases from the United States unless
such rental or minimum royalty is waived, suspended, or reduced by law or by approval of the Secretary or his duly authorized representative.

Rentals on State of New Mexico lands subject to this agreement shall be paid at the rate specified in the respective icases.

With respect to any lease on non-federal land containing provisions which would terminate such lcase uniess drilling operations are
commenced upon the land covered thereby within the time therein specified or rentals are paid for the privilege of deferring such drilling
operations, the rentals required thereby shall, notwithstanding any other provision of this agreement, be deemed to accrue and become payable
during the term thereof as extended by this agreement and until the required drilling operations are commenced upon the land covered thereby,
or until some portion of such land is included within a panticipating area.

16. CONSERVATION. Operations hereunder and production of unitized substances shall be conducted to provide for the most
economical and efficient recovery of said substances without waste, as defined by or pursuant to State or Federal law or reguiation.

Please refer to Pg. 6a attached hereto.
17. DRAINAGE. TshiniteGpasstaaisaiistelieen mvimmranrasansemetincmii i oA
1o prevent drainage of unitized substances for.unitized hnd by welh on land not subie i
pmcuveweﬂnmdvhu:hmymludcme paymentots . P

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, conditions, and provisions of all leases, subleases,
and other contracts relating to exploration, drilling, development, or operation for oil or gas on iands committed to this agreement are hereby
expressiy modified and amended to the extent necessary to make the same conform to the provisions hereof, but otherwise to remain in full force
and effect; and the parties hereto hereby consent that the Secretary, as 10 Federal leases and the Land Commissioner, as to State lcases, each
by his approval hereof, or by the approval hereof by his duly authorized representative, shall and does hereby establish, alter, change, or revoke
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Page 6a Insert
17. DRAINAGE.

(a) The Unit Operator shall take such measures as the AO and Land
Commissioner deems appropriate and adequate to prevent drainage of unitized substances from
unitized land by wells on land not subject to this agreement, which shall include the drilling of
protective wells and which may include the payment of a fair and reasonable compensatory
royalty, as determined by the AO, as to Federal leases and the Land Commissioner, as to State
leases.

(b) In order to compensate the United States for drainage from any unleased
Federal lands sharing a common pooi or deposit with other land in the participating area, the
value of 12 1/2 percent of the production that would be allocated to such Federal lands under
Section 12 of this agreement, if such lands were leased, committed and entitled to participation,
shall be payable as compensatory royaities to the Federal Government. Working interest owners
of the participating area shall be responsible for such payment of compensatory royalty on the
volume of production reallocated from the unieased Federal lands to their unitized tracts under
Section 12. The value of such production subject to the payment of compensatory royalty shall be
determined pursuant to 30 CFR Part 206. Payment of compensatory royalties on the production
reallocated from unleased Federal land to committed Federal tracts within the participating area
shall fulfill the Federal royalty obligation for such production and said production shall be subject
to no further Federal royalty assessment under Section 14. Payment of compensatory royalties
as provided herein shall accrue from the date the committed tracts in the participating area which
includes unleased Federal lands receive a production allocation, and shall be due and payable
monthly by the last day of the calendar month next following the calendar month of actual
production. If leased Federal lands receiving a production allocation from the participating area
become unleased, compensatory royaities shall accrue from the date the Federal lands become
unleased. Payment due under this provision shall end when the unleased Federal tract is leased
or when production of unitized substances ceases within the participating area and the
participating area is terminated, whichever occurs first.
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the drilling, producing, rental minimum royaity, and royaity requirements of Federal and State leases commitied hereto and the reguiations in
respect thereto to conform said requirements to the provisions of this agreement, and, without limiting the generality of the foregoing, ail leases,
subleases, and contracts are particularly modified in accordance with the following:

(s) The deveiopment and operation of lands subject to this agreement under the terms hereof shall be deemed full performance of ail
obligations for development and operation with respect to each and every separately owned tract subject to this agreement, regardless of whether
there is any development of any particular tract of this unit area.

(b) Drilling and producing operations performed hereunder upon any tract of unitized lands will be accepted and deemed to be
performed upon and for the benefit of each and every tract of unitized land, and no lease shall be deemed to expire by reason of failure to drill
or produce wells situsted oa the land therein embraced.

(c) Suspension of drilling or producing operations on ail unitized lands pursuant to direction or consent of the AO and the Land
Commissioner, or his duly authorized representative, shall be deemed to constitute such suspension pursuant to such direction or consent as o
cach and every tract of unitized land. A suspension of drilling or producing operations iimited to specified lands shall be appiicabie only to such
lands. .

(d) Each lease, sublease or contract relating 1o the exploration, drilling, development, or operation for oil or gas of lands other than
those of the United States and State of New Mexico committed to this agreement which, by its terms might expire prior to the termination of
this agreement, is hereby extended beyond any such terms 30 provided therein 30 that it shall be continued in full force and effect for and during
the term of this agreement.

(¢) Any Federal lease committed hereto shall continue in force beyond the term so provided therein or by law as (o the land
committed 30 long as such lease remains subject hereto, provided that production of unitized substances in paying quantities is established in
paying quantities under this unit agreement prior 1o the expiration date of the term of such lease, or.in the event actual driiling operations are
commenced on unitized land, in accordance with provisions of this agreement, prior o the end of the primary term of such lease and are being
diligently prosecuted at that time, such leass shall be extended for two years, and so long thereafter as oil or gas is produced in paying qusntities
in accordance with the provisions of the Mineral Leasing Act, as amended. ’

(f) Each sublease or contract relating to the operation and development of unitized substances from lands of the United States
committed to this agreement, which by its terms wouid expire prior to the time at which the underlying lcase, as extended by the immediately
preceding paragraph, will expire, is hereby extended beyond any such term so provided therein so that it shail be continued in full force and
effect for and during the term of the underiying lease as such term is herein extended.

(g) The segregation of any Federal lease commiitted to this agreement is governed by the following provision in the fourth paragraph
of Section 17 ) of the Mineral Leasing Act, as amended by the Act of September 1, 1960, (74 Stat. 781-784) (30 U.S.C. 226 ()): "Aay
(Federal) lease heretofore or hereafier committed to any such (Unit) plan embracing iands that are in part within and in part outside the area
covered by any such plan shall be segregated into scparate lcases as to the lands committed and the lands not committed as of the effective date
of unitization. Provided, however that any such icase ss to non-unitized portion shall continue in force and effect for the term thereof, but for
not less than two years from the date of such segregation and 30 long thereafier as oil or gas is produced in paying quantities.”

(h) In the event the Initial Test Well is commenced prior to the expiration date of the shortest term State Lease within the Unit Area,
any lease embracing lands of the State of New Mexico which is made the subject to this agreement, shall continue in force beyond the term
provided therein as to the lands committed hereto until the terminstion hereof.

() Any lease embracing lands of the State of New Mexico having only a portion of its lands committed hereto, shall be segregated
as to the portion committed and the portion not committed, and the terma of such lease shail apply separately to such segregated portions
commencing as the effective date hereof; provided, however, that notwithstanding any of the provisions of this agreement to the contrary, such
lease shail continue in full force and cffect beyond the term provided therein as 10 all lands embraced in such lease, if oil or gas is being
produced in paying quantities from some part of the lands embraced in such lcase at the expiration of the fixed term of such lease; or if, at the
expiration of the fixed term, the lessee or the Unit Operator is then engaged in bona fide drilling or reworking operations on some part of the
lands embraced in such lease, then the same as 10 all lands embraced therein shail remain in full force and effect so long as such operations are
being diligently prosecuted, and if they resuit in the production of oil or gas, said lease shall continue in full force and effect as to ail the lands
embraced therein, 50 long thereafter as oil or gas in paying quantities is being produced from any portion of said lands.

19. COVENANTS RUN WITH LAND. The covenants herein shall be construed to be covenants running with the land with respect
to the interests of the parties hereto and their successors in interest until this agreement terminaies, and any grant, transfer or conveyance of
interest in land or lease subject hereto ahall be and hereby is conditioned upon the assumption of all privileges and obligations hereunder by the
grantee, tranaferee, or other miccessor in interest. No assignment or transfer of any working interest, royaity, or other interest subject hereto

shall be binding upon Unit Operator until the first day of the calendar month sfter Unit Operator is furnished with the original, photostatic, or
centified copy of the instrument of transfer.
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20. EFFECTIVE DATE AND TERM. This agreement shall become effective upon approval by the AO and the Land Commissioner
or their duly authorized representative and shall automatically terminate five (5) years from said effective date uniess:

(a) Upon appiication by the Unit Operator such date of expiration is extended by the AO and the Land Commissioner; or

(b) it is reasonably determined prior to the expiration of the fixed terms or any extension thereof that the unitized land is incapable
of production of unitized substances in paying quantitics in the formations tested hereunder, and after notice of intention to terminate this
agreement on such ground is given by the Unit Operstor o all parties in interest at their last known addresses, this agreement is terminated with
approvai of the AO and the Land Commissioner; or

(c) a vaiuable discovery of unitized substances in paying quantities has been made or accepied on unitized land during said initial term
or any extension thereof, in which event this agreement shall remain in effect for such term and so long thereafter as unitized substances can
be produced as to Federal lands and are being produced as to State lands in quantities sufficient to pay for the cost of producing same from wells
on unitized land within any participating srea established hereunder. Should production cease and diligent drilling operations to restore
production or new production are not in progress or reworking within sixty (60) days and production is not restored or should new production
not be obtained in paying quantitics on committed lands within this unit area, this agreement will sutomatically terminate effective the last day
of the month in which the last unitized production occurred; or

(d) it is voluntarily terminated as provided in this agreement. Except as noted herein this agreement may be terminated at any time
prior to the discovery of unitized substances which can be produced in paying quantities by not less than 75 per centum, on an acreage basis,
of the working interest owners signatory hereto, with the approval of the AO and the Land Commissioner. The Unit Operator shall give notice
of any such approvai to all parties hereto. Voluntary termination may not occur during the first six (6) months of this agreement uniess at least
one obligation well shall have been drilled in conformance with Section 9.

21.RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The AO is hereby vested with authority to alter or modify
from time to time, in his discretion, the quantity and rate of production under this agreement when such quantity and rate are not fixed pursuant
to Federal or State law, or do not conform 10 any State-wide voluntary conservation or allocation program which is established, recognized, and
generally adhered to by the majority of operators in such State. The above suthority is hereby limited to alterstion or modifications which are
in the public interest. The public interest 10 be served and the purpose thereof, must be stated in the order of alteration or modification. Without
regard to the foregoing, the AO is also hereby vested with authority to alter or modify from time 1o time, in his discretion, the rate of prospecting
and development and the quantity and rate of production under this agreement when such alteration or modification is in the interest of attaining
the conservation objectives stated in this agreement and is not in violation of any applicable Federal or State law; provided, further, that no such
alteration or modification shall be cifective as to any land of the State of New Mexico, as to the rate of prospecting and developing in the absence
of the specific written approval thereof by the Commissioner and also to any lands of the State of New Mexico or privately owned lands subject
to this agreement as to the quantity and rate of production in the absence of specific written approval thereof by the Division.

Powers in the section vested in the AO shall only be exercised after notice to Unit Operator and opportunity for hearing to be held
not less than 15 days from notice.

22. APPEARANCES. Unit Operators shail, afier notice to other parties affected, have the right to appear for and on behaif of any
and all interest affected hereby before the Department of the Interior and the Commissioner of Public Lands and Division, and 1o appeal from
orders issued under the regulations of said Department or Land Commissioner and Division or to apply for relief from any of said regulations,
or in any proceedings relative to operations before the Department or the Land Commissioner and Division or any other legally constituted
authority; provided, however, that any other interested party shall also have the right at its own expense to be heard in any such proceeding.

23. NOTICES. All notices, demands, or statements required hereunder to be given or rendered to the parties hereto shail be in writing

and shall be personally delivered to the party or parties, or sent by postpaid registered or centified mail, to the last known address of the panty
or parties.

24. NO WAIVER OF CERTAIN RIGHTS. Nothing contained in this agreement shall be construed as a waiver by any party hereto
of the right to assert any legal or constitutional right or defense as to the validity or invalidity of any law of the State where unitized lands are
located, or of the United States, or regulations issued thereunder in any way affecting such party, or as a waiver by any such party of any right
beyond his or its authority to waive.

25. UNAVOIDABLE DELAY. All obligations under this agreement requiring the Unit Operator to commence or continue drilling,
or to operate on, or produce unitized substances from any of the lands covered by this agreement, shall be suspeaded while the Unit Operator,
despite the exercise of dus care and diligence, is prevented from complying with such obligations, in whole or in part, by strikes, acts of God,
Fedenl, State, or municipal law or agencies, unavoidable accidents, uncontroilable delays in transportation, inability to obtain necessary materials
or equipment in open market, or other matters beyond the reasonable control of the Unit Operator whether similar to matters herein enumerated
or not.

26. NONDISCRIMINATION. In connection with the performance of work under this agreement, the Unit Operator agrees to compiy
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with all the provisions of Section 202 (1) to (7) inclusive of Exccutive Order 11246 (30 F.R. 12319), as amended which are hereby incorporated
by reference in this agreement.

27. LOSS OF TITLE. In the event title to any tract of unitized land shall fail and the true owner cannot be induced to join in this
unit agreement, such tract shall be automatically regarded as not committed hereto, and there shall be such readjustment of future costs and
benefits as may be required on account of the loss of such title. In the event of a dispute as to title to any royaity, working interest, or other
interests subject thereto, payment or delivery on account thereof may be withheld without liability for interest until the dispute is finaily settled;
provided, that, as to Federal and State lands or leases, no payments of funds due the United States or the State of New Mexico should be
withheld, but such funds shail be deposited as directed by the AO and such funds of the State of New Mexico shall be deposited as directed by
the Land Commissioner, to be held as uncarmned money pending final settiement of the title dispute, and then applied as earned or returned in
accordance with such final settiement.

Unit Operator as such is relieved from any responsibility for any defect or failure of any title hereunder.

28. NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of any substantial interest in a tract within the unit area fails or
refuses 1o subscribe or consent 1o this agreement, the owner of the working interest in that tract may withdraw the tract from this agreement
by written notice delivered to the proper Bureau of Land Management office, the Land Commissioner, the Division and the Unit Operator prior
10 the approval of this agreement by the AO and Commissioner. Any oil or gas interests in lands within the unit area not committed hereto prior
to final approval may thereafier be committed hereto by the owner or owners thereof subscribing or consenting 1o this agreement, snd, if the
interest, is a working interest, by the owner of such interest only subscribing 1o the unit operating agrecment. Afier operations are commenced
hereunder, the right of subsequent joinder, as provided in this section, by a working interest owner is subject to such requirements or approval(s),
if any, pertaining to such joinder, as may be provided for in the unit operating agreement. After final approval hereof, joinder by a non-working
interest owner must be consented to in writing by the working interest owner committed hereto and responsible for the payment of any benefits
that may accrue hereunder in behalf of such non-working interest. A non-working interest may not be committed to this unit agreement unless
the corresponding working interest is committed hereto. Joinder to the unit agreement by a working interest owner, at any time, must be
accompanied by appropriate joinder to the unit operating agreement, in order for the interest to be regarded as committed to this agreement.
Except as may otherwise herein be provided, subsequent joinders to this agreement shall be effective as of the date of the filing with the AO,
the Land Commissioner and the Division of duly executed counterparts of all or any papers necessary 10 esublish effective commitment of any
interest and/or tract to this agreement.

29. 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 regardiess of whether or not it is executed by all other panigs owning or claiming an interest in the lands within the above-
described unit ares.

30. SURRENDER. Nothing in this agreement shail prohibit the exercise by any working interest owner of the right to surrender
vested in such party by any lease, sublease, or operating agreement as 10 all or any part of the lands covered thereby, provided that each party
who will or might acquire such working interest by such surrender or by forfeiture as hereafier set forth, is bound by the terms of this agreement.

If, as a result of any such surrender, the working interest rights as to such lands become vested in any party other than the fee owner
of the unitized substances, said party may forfeit such rights and funther benefits from operation hereunder as 1o said land to the party next in
the chain of title who shall be and become the owner of such working interest.

If, as a resuit of any such surrender or forfeiture, working interest rights become vested in the fee owner of the unitized substances,
such owner may:

() accept those working interest rights subject 1o this agreement and the unit operating agreement; or

(b) leass the portion of such land as is included in a participating area established hereunder subject to this agreement and the unit
operating agreement; Or

(c) provide for the independent operation of any part of such land that is not then included within a participating ares established
hereunder.

If the fee owner of the unitized substances does not accept the working interest rights subject to this agreement and the unit operating
agreement or lease such lands as above provided within six (6) months afier the surrender or forfeited working interest rights become vested
in the fee owner, the benefits and obligations of operations accruing to such lands under this agreement and the unit operating agreement shall
be shared by the remaining owners of unitized working interests in accordance with their respective working interest ownerships, and such owners
of working interests shall compensate the fee owner of unitized substances in such lands by paying sums equal to the remals, minimum royaities,
and royaities applicable 1o such lands under the lease in cffect when the lands were unitized.
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An sppropriats sccounting and seniement shall be made for aii benefits accruing w or payments and expenditures mads or incurred

on behaif of such surrendered or forfeiled working inters® subsequent 1o the dats of surrendet or forfeiture, and paymaent of any monies found
10 be owing by such an accounting shall be made as between the panties within thinty (30) days.

The exercise of any right vestsd in & working interes owner o reassign such working interest to the party from whom obuained shall
be subject W the wame conditions ss set forth in this section in regard 1o the sxercise of & right L0 surrender.

31. TAXES. The working interest owners shall render and pay for their account and the account of the royalty owners all valid uxes
on or measured by the unitized subsances in and under or that may be produced, gathered and sold from the land covered by this agreement
sfier iu effective date, or upon the proceeds derived therefrom. The workuing interest owners on each tract shall and may charge the proper
proporntion of said Wxes 1o roysily owners having interer in said tract, and may currenuy rewsin and deduct & sufficient amount of the vruuzed
substances or derivalive producia, or net proceeds iereof, from the ailocsted share of each roysity owner W wecure reimbursement for the Wxes

30 paid. No such taxes shall be charged Wo the Uniled Statss or the Suate of New Mexico or 0 any lessor who has a contract with his iesace which
requires the lcasee 10 pay wch taxes.

32. NO PARTNERSHIP. It is expresaly sgreed that the reiation of the parties hereto is that of independent contractors and nothing

conained in this sgreement, expresaed or implied, nor any operstions conducied hersunder, shall creats or be desmed 0 have created
parnership or association between the parues hereto or any of them.

33. SURFACE AND ENVIRONMENTAL PROTECTION STIPULATIONS. Nothing in this sgreement shell modify or change either
the special Federsl lease stipulstions relating 1o surface management or such special Federal lease mipulstions relsting o wirface and
environmenul protection, anached W and made 3 pant of, Oil and Gas Leases covering lands within the Unit Ares,

IN WITNESS WHEREOF, the parties hereto have caused this agresment to be executed and have sel opposils their respective names
the date of execution.

UNIT OPERATOR AND WORKING INTEREST QWNER

ATTEST: MERRION OIL & GAS CORPORATION
A
By .
Michae . Merrion, Secretary

Addross:

610 Reilly Avenue
Farmington, NM 87401

T. Gregory’Merrion, President
Date of Exscution _9-18-92

sTATEOF  NEW MEXICO

J
Jss.
COUNTY OF __SAN JUAN )
On this 18th day of September , 19 92 , before me appeared
T. Crecary Merrion W me persorully known, who, being duly swom, did say that he is the
tresident

of Merrion Qil & Gas Corporation and that the seal affixed
w0 f)nidesi.niu en;t(u wes signed and scaled in bebalf of said corporsion by authority of ia board of directon, and wid
r .

scknow! wuid instrument 10 be the free act of deed of said corponation.

My commission expires: July 22, 1995

Pamela A. Mason Notary Public
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AND
UNIT OPERATING AGREEMENT

In  considerstion of the execution of the Unit Agreememt for ths Development and Openstion of the
UNIT AREA, County of SANDOVAL Sute of

A9 ,in (orm approved on behaif of the Secreuary of the Interior and the
Commissioner of Public Lands, and in considerstion of the execution or ratification by olher working inlerest owners of the contemporiry Unit

Opersting Agreement which relates to said Unit Agreement the undersigned hereby expressly ratifies, spproves and adopts said Unit Agreement
as fully s though the undersigned had execuied the original agreement.

New Mexica, dated

This Ratification and Joinder shall be effective as 10 the undersigned’s interess in any lands and leases, or interems therein, snd

royaliics presently held or which may srise under existing option sgreements or other interests in unitized substances, covering the lands within
the Unit Arcs in which the undersigned may be found 10 have sn oil and gas interest.

This Ratification and Joinder of Unit Agreemens shall be binding upon the undersigned, his, or her or its heirs, devisces, executors,
838igNs OF SUCCEILOTS in interest.

EXECUTED mis 1St day of September .]992 _

1%7%@ Y2 74 Gl rrrlpr
Address: 3827 Bellaire Cirele

TRACT ) A Fort Worth, TX 76109

STATE OF TEXAS )
) ss.
CQUNTY OF TARRANT J
On this lst day of September 19 92

, , before me personally
winston L. apnd Apn K: ;hornton 1 %0 me known to be the persoffdescribed in and who executed the foregoing
instrument, and acknowiedged that

'c’cxecuud the’same s hisher free act and deed.

My Commission Expires: y )
Notary Public
(SEAL) Louise Whitas
Notary Public
STATE OF TEXAS

" My Comm. Exp. 03/02/94 3

Rev. 1/92
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BATIFICATION AND JOINDER OF UNIT AGREEMENT

AND
ANILOPERATING AGREEMENT

In considersion of the execution of the Unit Agresmem f(or the Development and Operation of the
Rock Mesa UNTT AREA, County of _Sandoval Sute of
New Mexico, dated A9 ,in form wpproved on behalf of the Secrewary of the Intenor and e
Commissioner of Public Lands, and in coruidenntion of the execution or retification by ouver waorking inersst owners of the contemporiry Urut

Opersting Agreement which relatss to sa1d Unit Agreement the underiigned hersby expreasiy ratifics, approves snd adopu said Unut Agreement
a3 fully a3 though e undernigned had execuled the onginal sgreement.

This Ratification and Joinder shall be ¢ffective a8 to the undersigned’s insrents in sny lands and jsases, Of interesms therein, and

roysities presenty held or which may snise under existing option agreements or other inlerems in unitized subsances, covenng the lands within
the Unit Ares in which the undersigned may de (ound 10 have an oil and gas inures,

This Ratification and Joinder of Unit Agreement shall be binding upon the undersigned, his, or her or its heirs, devisess, sxeculors,
ABSIGNA OF TUCCEIION IN inlaTen.

EXECUTED wis ___17th day of Septembé:}

/2

Ausst

ates, of Yates Petroleum Corp.

V4 Address: AtEOrney-in-Fact
/ L%a
TACT®) __ 30 dencomeden3C 0 -
I
STATE OF New Mexico )
) .
COUNTY OF Eddy -
~ On_ this t : 1“1')' of September , 19 92 , before me peronally
John' A7 Yates, ., Oorney—1In-Fact 1, me inown to be the person described in and who sxecuted the foregoing
innrument, and scknowlsdged that (3) he sxeculed the sams 88 his'her free act and deed,
My Commission Expives: 72461 9, 1996 ‘7@&2{@ A Bebos
: Notary Public
(SEAL)
B o
o 2\ A
SSEEWJ‘J
h’!’ - S -y “

Rev. 1/92
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BATIFICATION AND JQINDER OF UNJT ACGREEMENT

AND

NI QPERATING AGREEMENT

In corsiderstion of the execution of the Unit Agreemam (or the Development
Rock Mesa UNIT AREA. County of Sandoval Sue of
New Mexico, dated A9

, in form approved on behaif of the Secrewary of e Intenor and Whe
Commmussioner of Public Lands, and in connideniiion of the sxscution or rauification by other working inlsrent owners of the contamponry Unit

Operating Agreement which relatas 1o said Unit Agreement the undersigned hereby expressly ratifies, approves and adopts said Unit Agreement
as fully as though the undersigned had execuled the onginal agreement.

snd  Operstion of the

This Ratification and Joinder ahall be ¢ffective a3 10 the undersigned’s interests in any lands and leasss, or interests therein, snd

royaities presently held or which may arise under exiring option sgreemenus or other inleress in Unilized subsances, covering the lands witun
the Unit Area in which the undersigned may be found 10 have an oil snd gas intsrest.

This Ratification and Joinder of Unit Agreement shall be binding upon the undersigned, his, or her or its heirs, devisess, executory,
A33igN8 OF TUCCEINOTY iN INLSTER.

EXECUTED s _1/th day of ___September 9 92

: Attorﬁe
Allent

John A. lates,
TRACT (S) ___ 3D m‘?L =&

Address:
STATE OF _New Mexicg

)
).
CcouNTYOF __Eddy )
John AOan\%les A 17th e éty of September . 19 92 » before me personaily

10 me known o be the person described in and who executed the foregoing
instrument, and acknowledged that (s) he executed the sams as hivher free act and deed.

My Commission Expirss: M 4, 199¢ W . %C’@f

Notary Public

(SEAL)

Rev. 1/92

13




BATIEICATION ANR JOINDER OF UNIT AGREEMENT

AND

SNILQPERATING AGREEMENT

in cwndenho« of the execwuon of the Unit Agreememt for the Development and Opemstion of the
Rock Mesa

YNIT AREA, County of __Sandoval
New Mexico. dated

Suw of
g9 . in form spproved on behasil of the Secrstary of the lntenar and e
Commisntioner of Public Lands. and in consderstion of he exscution or raufication by otier working insrest ownars of the conlsmponry Unit

Operating Agresment which relass W0 wid Unit Agreemaent the undsruigned hersdy expressly ratifies, approves snd adopus said Unit Agreement
a8 fully ss \hough e undersigned had sxecutad e onginal agresment,

This Ratification snd Joinder ahall be ¢ffective as W the undernigned’s inlsrers in sny lands and leasss, of intcrems therein, and

royaltics presently held or which may anse undee exusing option agreements or olher \NLEITIA 1A UIUlZEd INbAuNncss, covering e lands wikin
the Unit Ares in which e underngned may de (ound 1o have an oil and gas inleres,

This Ratification and Joinder of Unit Agreement shall be binding upon the undersigned, his, or her of ils heirs, devisess, sxeculon,
A34iGNS OF RUCCHHIOTS i itsremt.

EXECUTED his 17th

AleR

STATE OF NEW MEXICO
) ..
Ccounty of __EDDY “

On  wis 17+h

day of _ September 19 92

, before me personally
S.P. Yates, Aﬂ;gnngy 1n Eag; 110 ma known o be the person dessribed in and who execuled the foregoing
instrument, and acknowiedged that (1) he execuled the' same as hisher free act and deed.

-

My Comminion Expires: Narch 9, /7?@

honds A . Frcku
Nowry Public
(SEAL) ’
" .\}

s \'\ -

"‘“.‘j." N b o

ER I )
Rev. 1/92 "




BATIFICATION AND JOINDER OF UNIT AGREEMENT

AND

UNIT OPERATING AQREEMENT

In considerstion of e execution of the Unit  Agresmen fg{ '2. velopmenmt osnd Opersiion of e
Rock Mesa YUNIT AREA, County of andova Suw of
New Mexico, dared 19 }

, in form approved on behalf of the Secretary of the Interior and e
Commissioner of Public Lands, and in conaidersiion of the execution or retification by other working inwrest ownaers of the conumporsry Unit

Operating Agreement which relatss 1o said Unit Agreement the undernigned hereby expreasly rtifies, approves and adopts said Unit Agreement
s fully aa though the undernigned had execulsd the onginal sgreement.

This Ratification and Joinder shall be ¢ffective 83 10 the undersigned's interesta in any lands and leasss, or interests therein, and

royalties presently held or which may srse under exising option sgreements or other inlerests in unitized subnances, covenring Bie lands within
the Unit Area in which the undersigned may de found 10 have an oil and gas inlerent,

This Ratificstion and Joinder of Unit Agreement shall bs binding upon the undersigned, his, or her or its heirs, devisess, sxecutons,
A3igNS OF WCCINOTY In iDlsTeR,

EXECUTED this 17th day of September 19 92
Atsnt of MYCO Industries
/%rank ﬂX Y%EeS’Attornev—ln—Eact Inc.
TRACT ) ___deuatey dasencl. 3¢
STATBOF _New Mexico )
).
COUNTY OF Eddy )
On this l7th , day of _September , 19 92

. , bsfore me perorally
Frank Yates. Jr. . Attorney—in~Fact ,w me known to be the person described in and who execulsd the foregoing
insrument, snd acknowledged hat (3) he sxecutad the' same as hisher {ree act and desd.

My Commission Expires: W g, /994 %M@ 4 . m

Notry Public
(SEAL)
a ) S
’:‘"'1 LR U A
'j ‘;j~ —J Al -
Rev. 1/92 "




AND

MNILOPERATING AGRERMENT

In comidersion of the execution of the Unit Agresmam for the Development end  Operstion of the
Rock Mesa Unit

UNIT AREA, County of __Sandoval Suts of
New Mexico, dated 19 ,in form approved on behall of the Secrewsry of the Intenor and the
Comuussioner of Pubhic Lands, and in conadersuion of the execution or reanfication by othsr working inlerem ownars of the contempornry Unit

Operating Agreement which relates 10 .1d Unit Agreement the underngned heredy expressiy rstifies, approves and adopis said Unit Agreement
a3 fully a3 though the undemigned had sxecutad the onginal sgreement.

This Ratificstion and Joinder shall be sffective 83 10 the undersigned’s inlerests in any lands and leases, or intsremts therein, and

royalties presently held or which may srise under sxisting option sgreements or other inlersss in unitized WbRances, covering the lands within
the Unit Ares in which the undersigned may be found w0 have sn oil and gas inerest.

This Ratificstion and Joinder of Unit Agreement shall bs binding upon the undersigned, his, or her or its heirs, devisess, sxecutors,
233 gNS OF FUCCHISON in inkarest.

EXECUTED tis 17th dayof __Septepper 19 92 .,

//‘
Atisn /ﬁg’nsoniMontin—Greer, Virgil Stoabs,

Drilling Addresa:

TRACT (5) é? 8;3 [D, 3¢ Corporation

501 Airport Drive
Farmington, NM 87401

STATE OF Mo Mexico

)
) .
COUNTY OF __San Juag )
: September 92
On this 17th day of p . 19 , before me personally
Virgil Stoabs » W0 me known o be the person described in and who sxecuted the foregoing
insrument, and acknowisdged that (s) he sxecuisd the' same as hivher 1 and desd.

My Commission Expires: June 27, 1994

(SEAL)

Rev. 1/92
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ND AGR
AND
UNIT OPERATING AGREEMENT

considerstion of the execution of the Unit Agreement for the Development and Operstion of the
ROCK ME A UNIT AREA, County of SANDOVAL Sute of
New Mexico, dated AUGUST 1 A9 92 . in form approved on behsif of the Secretary of the Intenor and the
Commusnioner of Public Lands, and in considerstion of tne execulion or raufication by other working intere® owners of the contemporary Urnut

Operating Agreement which relates 1o said Unit Agreement the undertigned hereby expressly ratifies, approves snd adopus said Unit Agreement
as fully as though the undersigned had executed the onginal agreement.

This Ratification and Joinder shall be effective a8 to the undersigned’s inlerests in any lands and leases, or interesus therein, and

roysities presently held or which may snse under existing option agreements or other interesis in unilized substances, covering the lands within
the Unit Area in which the undervigned may be found 10 have an oil and gas inerest.

This Ratification and Joinder of Unit Agreement shall be binding upon the yndersigned, Kif, or her or its heirs, devisees, executory,
S80S OF FUCCESIOTT IN inlerest.

EXECUTED this

LC;W—

Acbu

AM JORDAN OTL & GAS COMPANY

P. 0. BOX 1919

/HEMDSBIIBG CA 95448-1919
STATE OF _CALIFORNTA

) s,
COUNTY OF _SONOMA

On tis _ Sth day of SEPTEMBER 19
T, N, JORDAN, JR.

s , before me personally
, 10 me known o be the person dcscnbed in snd who executed the foregoing
inswument, and acknowledged that (s) he executed the same as hissher free

My Commission Expires: L&J, 44 [ C]}/ M&A@W

NouMbhc

G OFFICIAL SEAL |
V
(SEAL) ] uﬁ DERRY L. WEBER
‘éﬂo.gn NOTARY PUBLIC - CALIF ORNIA
SONOMA COUNTY
> Wy Come. Expires Dec. 14, 1993

Rev. 1/92
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EXHIBIT "A"
Unit Map

Attached to and made part of that certain Unit Agreement dated October 1, 1992
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Schedule Showing All Lands and Leases Within the Rock Mesa Unit, Sandoval County, New Mexico

Exhibit "B"
Schedule of Ownership

dated October 1, 1992

Tract Description of Unit Lease No. Basic Lessee Total Overriding | Working )
No. Lands Acreage | & Exp. Date: Royalty of Record Royalty % Interest % : Beneficiary
1 iT18N-R3W-SEC. 4: SE/4, 280.00 NM-71698 12.50% AXEM ENERGY NONE 100.00% AXEM ENERGY
N/2 SW/4, SE/4 SW/4 06-01-93
2 TI9N-R3W-SEC. 27: NW/4 280.00 NM-83671 12.50% ESTATE OF NONE 100.00% ESTATE OF
NW/4, SE/4, W/2 NE/4 03-01-00 R. CHORNEY R. CHORNEY
3 iTI9N-R3W-SEC. 11: NE/4 160.00 NM-76814 12.50% G-WILLIAMS NONE 100.00% G-WILLIAMS
10-01-93
4 TI9N-R3W-SEC. 14: SW/4 SE/4 40.00 NM-83488 12.050% G-WILLIAMS 0.50% 100.00% G-WILLIAMS
04-01-95
5 TI9N-R3W - SEC. 27: N/2 SW/4 80.00 NM-65453 12.50% C. GRYNBERG 6.25% 100.00% C. GRYNBERG
02-01-95
6 T18N-R3W -SEC. 5: LOTS 1-2, 306.04 NM-84814 12.50% JORDAN OIL 3.50% 25.00% JORDAN OIL
S/2 NE/4, SE/4 09-01-95 BMG DRLG. 75.00% BMG DRLG.
7 iT19N-R3W - SEC. 16: ALL 640.00 LH-4161 12.50% JORDAN OIL NONE 100.00% JORDAN OIL
05-01-00
8 TION-R3W 880.00 NM-85804 12.50% JORDAN OIL 3.50% 25.00% JORDAN OIL
SEC.17: S2S/2 12-01-95 BMG DRILG. 75.00% BMG DRILG.
SEC. 20: E2
SEC. 20: NW/4, N/2 NE/4,
N/2 SW/A, S2 SE/4
9 iT19N-R3W - SEC. 15: SW/4 160.00 NM-84673 12.50% JORDAN OIL 3.50% 25.00% JORDAN OIL
06-01-95 BMG DRLG. 75.00% BMG DRLG.
10 :T19N-R3W 200.00 NM-86034 12.50% JORDAN OIL 7.50% 25.00% JORDAN OIL
SEC. 21: NW/4, NE/4 NE/4 11-01-96 BMG DRLG. 75.00% BMG DRLG.
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Tract Description of Unit Lease No. Basic Lessee Total Overriding | Working )
No. Lands Acreage | & Exp. Date | Royalty of Record Royalty % Interest % : Beneficiary
11 iT19N-R3W-SEC. 14: SW/4 80.00 NM-(058122 12.50% MERRION OIL 16.50% 100.00% MERRION OIL
SW/4, SEC. 15: SE/4 SE/4 HBU
12 iT18N-R3W - SEC. 5: SW/4 160.00 NM-86457 12.50% MERRION OIL 1.80% 100.00% MERRION OIL
06-01-96
13 :T19N-R3W-SEC. 10: NW/4 240.00 NM-62750 12.50% W. THORNTON 5.50% 100.00% MERRION OIL
NE/4, SEC. 11: NW/4, SEC. 14: 11-01-96
SE/4 NE/4,
13a iSEC. 28: NE/4 160.00 12.50% W. THORNTON 8.00% 100.00% MERRION OIL
14 iT19N-R3W-SEC. 22: N/2 NE/4 20.00 NM-045884-A 12.50% MERRION OIL 16.50% 100.00% MERRION OIL
NE/4 HBU
15 {T19N-R3W - SEC. 10: SW/4 1080.00 NM-81837 12.50% MERRION OIL 3.00% 100.00% MERRION OIL
SEC. 17: N/2,N/2 SE/4, NE/4 08-01-94
SW/4, SEC. 20: W/2, SEC. 29:
S/2 NE/4, N/2 SE/4
16 T19N-R3W - SEC. 10: SE/4, 480.00 NM-70815 12.50% MERRION OIL 5.50% 100.00% MERRION OIL
SEC. 11: SW/4,SEC. 14: N/2 12-01-00
NW/4, SEC. 15: N/2 NE/4
16a iSEC.32: NW/4 NE/4 40.00 12.50% MERRION OIL 8.00% 100.00% MERRION OIL
16b iSEC. 32: SE/4, SW/4 NE/4 200.00 12.50% MERRION OIL 6.80% 100.00% MERRION OIL
17 iT19N-R3W-SEC. 14: SE/ASW/4, 120.00 NM-043286 12.50% MERRION OIL 16.50% 100.00% MERRION OIL
SEC. 15: W/2 SE/4 HBU
17a :SEC. 14: S/2 NW/4, 160.00 12.50% MERRION OIL 17.50% 100.00% MERRION OIL
SEC. 15: S/2 NE/4
18 T1SN-R3W - SEC. 14: NE/4 40.00 NM-043286-A 1250% MERRION OIL 16.50% 100.00% MERRION OIL
SW/4 HBU
19 iT19N-R3W-SEC. 14: NW/4 80.00 NM-12012 12.50%SS : MERRION OIL 16.50% 100.00% MERRION OIL
SW/4, SEC. 15: NE/4 SE/4 HBU
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Tract Description of Unit Lease No. Basic Lessee Total Overriding | Working
No. Lands Acreage | & Exp. Date | Royalty of Record Royalty % Interest % : Beneficiary
20 iT19N-R3W-SEC.22: S/2 SW/4 80.00 NM-85805 12.50% MERRION OIL 2.00% 100.00% MERRION OIL
12-01-95

21 T19N-R3W-SEC. 10: E/2 NE/4 240.00 NM-86461 12.50% MERRION OIL 3.00% 100.00% MERRION OIL
SEC. 11: SE/4 06-01-96

22 iT19N-R3W-SEC. 22: SE/4,S/2 300.00 NM-87225 12.50% MERRION OIL 3.00% 100.00% MERRION OIL
NE/4, NW/4 NE/4, S/2 NE/4 NE/4 12-01-96

23 iT19N-R3W 240.00 NM-84674 12.50% MERRION OIL 3.00% 100.00% MERRION OIL
SEC. 28: S/2 NW/4, SE/4 06-01-95

24 iT19N-R3W 200.00 NM-84676 12.50% MERRION OIL 3.00% 100.00% MERRION OIL
SEC. 33: S/2S/2, NE/4 SW/4 06-01-95

25 iT19N-R3W 120.00 NM-84675 12.50% MERRION OIL 5.00% 100.00% MERRION OIL
SEC. 32: NE/4ANE/4, N2 NW/4 06-01-95

25a iSEC. 32: SW/4, S/2 NW/4, SE/4 280.00 12.50% MERRION OIL 3.80% 100.00% MERRION OIL
NE/4

26 T18N-R3W-SEC. 4: LOTS 3,4, 331.87 N/A N/A OPEN FED. N/A N/A N/A
S/2 NW/4, SW/4 SW/4,
SEC. 5: LOTS 3,4, S/2 NW/4

27 iT19N-R3W-SEC. 9: NE/4, 560.00 N/A N/A OPEN FED. N/A N/A N/A
SEC. 10: N/2 NW/4,
SEC. 17: NW/4 SW/4,
SEC. 22: NW/4, SEC. 27: SW/4
NW/4, E/2 NE/4

28 T19N-R3W - SEC. 21: S/2 SE/4 80.00 NM-89015 12.50% S. SMITH NONE 50.00% S. SMITH

06-01-97 D. SMITH 50.00% D. SMITH

29 iT19N-R3W 360.00 NM-70105 12.50% S. SMITH NONE 50.00% S. SMITH

SEC. 21: W/2 NE/4, SE/4 NE/4, 02-01-98 D. SMITH 50.00% D. SMITH

N/2 SE/4, SW/4
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Tract Description of Unit Lease No. Basic Lessee Total Overriding | Working
No. Lands Acreage | & Exp. Date: Royalty of Record Royalty % Interest % : Beneficiary
30 iTI9N-R3W 200.00 NM-81090 12.50% YATES PETRO. NONE 4.00% YATES PETRO.
SEC. 10: /2 NW/4, SW/4 NE/4 04-01-94 YATES DRLG. 32.00% YATES DRLG.
SEC. 29: S/2 SW/4 ABO PETRO. 32.00% ABO PETRO.
MYCO IND. 32.00% MYCO IND.
31 iT18N-R3W-SEC. 4: LOTS 1,2, 145.25 NM-83667 12.50% YATES PETRO. NONE 4.00% YATES PETRO.
S/2NE/4 03-01-00 YATES DRLG. 32.00% YATES DRLG.
ABO PETRO. 32.00% ABO PETRO.
MYCO IND. 32.00% MYCO IND.
32 :T19N-R3W - SEC. 22: N/2 SW/4 80.00 NM-83670 12.50% YATES PETRO. NONE 4.00% YATES PETRO.
03-01-00 YATES DRLG. 32.00% YATES DRLG.
ABO PETRO. 32.00% ABO PETRO.
MYCO IND. 32.00% MYCO IND.
33 T19N-R3W-SEC. 28: N/2 NW/4, 400.00 NM-86462 12.50% YATES PETRO. NONE 4.00% YATES PETRO.
SW/4, SEC. 27: Ef2NW/4, S/2 06-01-96 YATES DRLG. 32.00% YATES DRLG.
SW/4 ABO PETRO. 32.00% ABO PETRO.
MYCO IND. 32.00% MYCO IND.
34 T19N-R3W - SEC. 33: N/2, N/2 440.00 NM-76816 12.50% YATES PETRO. NONE 10.00% YATES PETRO.
SE/4, NW/4 SW/4 09-01-93 YATES DRLG. 30.00% YATES DRLG.
ABO PETRO. 30.00% ABO PETRO.
MYCO IND. 30.00% MYCO IND.
35 I(T19N-R3W-SEC.9: S/2, NW/4, 640.00 NM-54682 12.50% BMG DRLG. 3.50% 100.00% BMG DRLG.
SEC. 15: NW/4 04-01-93
36 iTI9N-R3W-SEC. 14: N/2 NE/4 80.00 NM-70104 12.50% MERRION OIL 6.00% 100.00% MERRION OIL
36a :T19N-R3W-SEC. 14: SW/4 NE/4,;: 160.00 NM-70104 12.50% MERRION OIL 3.00% 100.00% MERRION OIL
N/2 SE/4, SE/A SE/4
10823.16 SUBTL:
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Exhibit "B"

RECAPITULATION
as of 10/21/92

No. of No. of No. of Tracts No. of Acres Total Ac. | Total

Tracts Acres Not Committed Not Committed Remain. in Unit
FEDERAL LEASES: 35 10183.16 10 2171.87 8011.29
STATE LEASES: 1 640.00 0 0.00 640.00
FEE LEASES: 0 0.00 0 0.00 0.00
TOTAL: 10823.16 2171.87 8651.29 10823.16

B/State Exh. B to RMU/2/102892
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Exhibit"B",Part il
Rock Mesa Unit

Fractured Mancos Overriding Royalty Interests

10/28/92
TR. # . LEASE NO. ORRI OWNER % OWNED: TOTAL ORRIs NRI
4 NM-83488 HAROLD ANDERSON 0.5% 0.5% 87.00%
5 NM-65453 CELESTE GRYNBERG 6.25% 6.25% 81.25%
6 iNM-84814 JORDAN OIL 3.50% 3.50% 84.00%
8 iNM-85804 JORDAN OIL 3.50% 3.50% 84.00%
9 :NM-84673 JORDAN OIL 3.50% 3.50% 84.00%
10 iNM-86034 JORDAN OIL 3.50% 7.50% 80.00%
WINSTON THORNTON 4.00%
11 NM-058122 MARITA MURPHY FOR 1.00% 16.50% 71.00%
MCKENZIE ESTATES
ETHEL BATE 0.125%
ELIZABETH BRADY 0.125%
DEBORAH BATE MCDANIELS 0.125%
RYAN FLOYD SPENCER 0.125%
BARBARA TALENTO 0.50%
GERALDINE REIMER . 5.00%
VAL R. REESE 1.00%
MALCOLM COLBERG ET UX 0.125%
WYCLIFFE BUTLER ET UX 0.125%
CXY ENERGY INC. 0.825%
MERRION OIL & GAS 7.425%
12 iNM-86457 BILL CHITTUM 0.90% 1.80% 85.70%
DAVE BAKER 0.90%
13  iNM-62750 WINSTON THORNTON 3.00% 5.50% 82.00%
BILL CHITTUM 1.25%
BRUCE BLACK 1.25%
13a WINSTON THORNTON 3.00% 8.00% 79.50%
BILL CHITTUM 2.50%
DAVE BAKER 2.50%
14 NM-045884-A :JARED SCHAFER, GUARDIAN 5.00% 16.50% 71.00%
OF DUNCAN MILLER
THE BURBRIDGE FOUNDATION:  3.00%
VAL R. REESE 1.75%
MALCOLM COLBERG ET UX 0.125%
WYCLIFFE BUTLERET UX 0.125%
CXY ENERGY INC. 0.575%
MERRION OIL & GAS 5.925%
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TR. #: LEASE NO. ORRI OWNER % OWNED: TOTAL ORRIs NRI

15 NM-81837 BILL CHITTUM 1.50% 3.00% 84.50%
DAVE BAKER 1.50%

16 iNM-70815 KATHERINE COLETTI 1.13% 5.50% 82.00%
WILLIAM EVANS ET UX 0.75%
ROBERT CHERRY 0.38%
GEORGE MASON 0.75%
BILL CHITTUM 1.25%
BRUCE BLACK 1.25%

16a KATHERINE COLETT] 1.13% 8.00% 79.50%
WILLIAM EVANS ET UX 0.75%
ROBERT CHERRY 0.38%
GEORGE MASON 0.75%
BILL CHITTUM 2.50%
DAVE BAKER 2.50%

16b KATHERINE COLETTI 1.13% 6.80% 80.70%
WILLIAM EVANS ET UX 0.75%
ROBERT CHERRY 0.38%
GEORGE MASON 0.75%
BILL CHITTUM 1.90%
DAVE BAKER 1.90%

17 INM-043286 MALCOLM COLBERG ET UX 0.125% 16.50% 71.00%
WYCLIFFE BUTLER ET UX 0.125%
VAL R. REESE -1.00%
CXY ENERGY INC. 0.275%
F.H. HARTMAN 0.0625%
JOHN BEARD 1.5469%
BEARD OIL 4.6406%
BRUCE ANDERSON 6.25%
MERRION OIL & GAS 2.475%

17a VAL R. REESE, INC. 1.75% 17.50% 70%
MALCOLM COLBERG ET UX 0.125%
WYCLIFFE BUTLER ET UX 0.125%
MERRION OIL & GAS 2.70%
CXY ENERGY INC. 0.30%
BRUCE ANDERSON 6.25%
F.H. HARTMAN 0.0625%
JOHN BEARD 1.5469%
BEARD OIL 4.6406%

18 NM-043286-A :F.H. HARTMAN 0.1250% 16.50% 71.00%
JOHN BEARD 3.09375%
BEARD OIL 9.28125%
VAL R. REESE 1.00%
MALCOLM COLBERG ET UX 0.125%
WYCLIFFE BUTLER ET UX 0.125%
CXY ENERGY INC. 0.275%
MERRION OIL & GAS 2.475%
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TR. # LEASE NO. ORRIOWNER % OWNED: TOTAL ORRIs NRI

19 iNM-12012 MALCOLM COLBERG ET UX 0.25% 16.50% 71.00%SS
WYCLIFFE BUTLER ET UX 0.25%
VAL R. REESE 2.00%
CXY ENERGY INC. 1.40%
MERRION OIL & GAS 12.60%

20 :NM-85805 BILL CHITTUM 1.00% 2.00% 85.50%
DAVE BAKER 1.00%

21  NM-86461 BILL CHITTUM 1.50% 3.00% 84.50%
DAVE BAKER 1.50%

22 NM-87225 BILL CHITTUM 1.50% 3.00% 84.50%
DAVE BAKER 1.50%

23 NM-84674 BILL CHITTUM 1.50% 3.00% 84.50%
DAVE BAKER 1.50%

24 NM-84676 BILL CHITTUM 1.50% 3.00% 84.50%
DAVE BAKER 1.50%

25 INM-84675 BILL CHITTUM 2.50% 5.00% 82.5%
DAVE BAKER 2.50%

25a NM-84675 BILL CHITTUM 1.90% 3.80% 83.70%
DAVE BAKER 1.90%

35 INM-54682 MAUREEN GHOSSER “350% 3.50% 84.00%

36 NM-70104 B. B. LASRICH FAMILY TRUST |  3.00% 6.00% 81.50%
BILL CHITTUM 1.50%
DAVE BAKER 1.50%

36a NM-70104 B.B. LASRICH FAMILY TRUST 3.00% 3.00% 84.50%

NOTE: The information on the attached schedule is furnished for your convenience, and Merrion
Oil & Gas Corporation makes no representation to the content or accuracy thereof.
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Exhibit "C"

Schedule of Tract Participation

Schedule Showing All Lands and Leases Within the Rock Mesa Unit, Sandoval County, New Mexico

dated October 1, 1992

Tr. # | Lease No. Unit Lease Description Unit Ac, NRI Exp. Date : Tract Participation Ac.
1 NM-71698 T18N-R3IW-SEC. 4: SE/4, N/2 SW/4, 280.00 87.50% 06-01-93 2.5815
SE/A SW/4
2 NM-83671 iT19N-R3W - SEC. 27: NW/4 NW/4, 280.00 87.50% 03-01-00 2.5815
SE/4, W/2 NE/4
3 NM-76814 iT19N-R3W-SEC. 11: NE/4 160.00 87.50% 10-01-93 1.4783
4 NM-83488 iT19N-R3W-SEC. 14: SW/4 SE/4 40.00 87.50% 04-01-95 03696
S NM-65453 iT19N-R3W - SEC. 27: N/2 SW/4 80.00 87.50% 02-01-95 0.7392
6 NM-84814 :T18N-R3W - SEC. 5: LOTS 1-2, 306.04 84.00% 09-01-95 2.8277
S/2 NE/4, SE/4
7 LH-4161 iTI19N-R3W-SEC. 16: ALL 640.00 87.50% 05-01-00 59133
8 NM-85804 ITION-R3W 880.00 84.00% 12-01-95 8.1307
SEC. 17: S)28/2
SEC. 20: E2
SEC. 29: NW/4, N/2 NE/4,
N/2 SW/4, S/2 SE/4
9 NM-84673 TION-R3W - SEC. 15: SW/4 160.00 84.00% 06-01-95 1.4783
10 NM-86034 T19N-R3W 200.00 80.00% 11-01-96 1.8479
SEC. 21: NW/4, NE/4 NE/4
11 i NM-058122 TI9N-R3W-SEC. 14: SW/4 SW/4, 80.00 71.00% HBU 0.7492
SEC. 15: SE/4 SE/4
12 i NM-86457 iT18N-R3W - SEC.5: SW/4 160.00 85.70% 06-01-96 1.4783

Page 14-1




Tr. # | Lease No. Unit Lease Description Unit Ac. NRI Exp. Date : Tract Participation Ac.

13 NM-62750 iT19N-R3W-SEC. 10: NW/4 NE/4, 240.00 82.00% 11-01-96 2.2175
SEC. 11: NW/4, SEC. 14: SE/4 NE/4,

13a SEC. 28: NE/4 160.00 79.50% 1.4783

14 NM-045884-AT1I9N-R3W-SEC. 22: N/2 NE/4 NE/4 20.00 71.00% HBU 0.1848

15 NM-81837 iT19N-R3W - SEC. 10: SW/4 1080.00 84.50% 08-01-94 9.9786
SEC. 17: N/2, N/2 SE/4 , NE/4 SW/4
SEC. 20: W/2-SEC. 29: S/2 NE/4,
N/2 SE/4

16 NM-70815 iT19N-R3W - SEC. 10: SE/4, 480.00 82.00% 12-01-00 4.4349
SEC. 11: SW/4, SEC. 14: N/2 NW/4,
SEC. 15: N/2 NE/4

16a SEC. 32: NW/4 NE/4 40.00 79.50% 0.3696

16b SEC. 32: SE/4, SW/4 NE/4 200.00 80.70% 1.8479

17 NM-043286 :TI9N-R3W-SEC. 14: SE/4SW/4, 120.00 71.00% HBU 1.1087
SEC. 15: W/2 SE/4 :

17a SEC. 14: S/2 NW/4, 160.00 70.00% 14783
SEC. 15: S/2 NE/4

18 INM-043286-ATI9N-R3W - SEC. 14: NE/4 SW/4 40.00 71.00% HBU 0.3696

19 NM-12012 iT19N-R3W-SEC. 14: NW/4 SW/4, 80.00 71.00%SS HBU 0.7392
SEC. 15: NE/4 SE/4

20 NM-85805 iT19N-R3W-SEC.22: S/2 SW/4 80.00 85.50% 12-01-95 0.7392

21 NM-86461 :T19N-R3W-SEC. 10: E/2 NE/4 240.00 84.50% 06-01-96 22175
SEC. 11: SE/4

22 NM-87225 iT19N-R3W-SEC. 22: SE/4, S/2 NE/4, 300.00 84.50% 12-01-96 2.7718
NW/4 NE/4, S/2 NE/4 NE/4

23 NM-84674 iT19N-R3W 240.00 84.50% 06-01-95 22175

SEC. 28: S/2 NW/4, SE/4
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Tr. # i Lease No. Unit Lease Description Unit Ac. NRI Exp. Date : Tract Participation Ac.
24 NM-84676 T19N-R3W 200.00 84.50% 06-01-95 1.8479
SEC. 33: S/2 S/2, NE/4 SW/4
25 NM-84675 T19N-R3W 120.00 82.50% 06-01-95 1.1087
SEC. 32: NE/4NE/4, N2 NW/4
25a SEC. 32: SW/4, S/2 NW/4 280.00 83.70% 2.5871
26 N/A T18N-R3W-SEC. 4: LOTS 3,4, 331.87 N/A 3.0663
S/2 NW/4, SW/4 SW/4,
SEC. 5: LOTS 3,4, S/2 NW/4
27 N/A T19N-R3W-SEC. 9: NE/4, 560.00 N/A 5.174
SEC. 10: N/2 NW/4,
SEC. 17: NW/4 SW/4, SEC. 22: NW/4,
SEC. 27: SW/4 NW/4, E/2 NE/4
28 NM-89015 iT19N-R3W - SEC. 21: S/2 SE/4 80.00 87.50% 06-01-97 0.7393
29 NM-70105 iT19N-R3W 360.00 87.50% 02-01-98 3.3263
SEC. 21: W/2 NE/4, SE/4 NE/4,
N/2 SE/4, SW/4
30 NM-81090 iT19N-R3W 200.00 87.50% 05-01-93 1.8479
SEC. 10: S/2NW/4, SW/4 NE/4
SEC. 29: S/2 SW/4
31 NM-83667 iT18N-R3W - SEC.4: LOTS 1,2, S/2NE/4 145.25 87.50% 03-01-00 1.3419
32 NM-83670 iT19N-R3W - SEC. 22: N/2 SW/4 80.00 87.50% 03-01-00 0.7393
33 NM-86462 T19N-R3W-SEC. 28: N/2 NW/4, SW/4 400.00 87.50% 06-01-96 3.6959
SEC. 27: E/2 NW/4, S/2 SW/4
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Tr. # | Lease No. Unit Lease Description Unit Ac. NRI Exp. Date | Tract Participation Ac.
34 i NM-76816 TI9N-R3W - SEC. 33: N/2, N/2 SE/4, 440.00 87.5% 34213 4.0655
NW/4 SW/4
35 :NM-54682 T19N-R3W-SEC.9: S/2, NW/4, 640.00 N/A 04-01-93 5.9134
SEC. 15: NW/4
36 :NM-70104 T19N-R3W-SEC. 14: N/2 NE/4 80.00 81.50% 02-01-98 0.7393
36a iNM-70104 T19N-R3W-SEC. 14: SW/4 NE/4, 160.00 84.50% 02-01-98 1.4783
N/2 SE/4, SE/A SE/4
SUBTL: 10823.16 100
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