UnitSource Incorporated

11184 Huron Street, Suite 16 ot R-14305

Denver, Colorado 80234 " S
(303) 452-6881 * Fax (303) 452-6892 ct 1522

Toll Free (800) 552-5983

June 19, 2017

William V. Jones, P.E.

New Mexico Oil Conservation Division
1220 South St. Francis Drive

Santa Fe, NM 87505

RE: East Horseshoe Gallup Unit Area
San Juan County, New Mexico
Dear Sir:

It has come to our attention that we had a typographical error in the Unit Agreement with regard
to the location of the Initial Test Well. Please find attached the following corrected page:

e Unit Agreement — Page 2 — Section 9 erroneously cites “Range 18 West” but should read
“Range 15 West”. Please note the corrected language on the enclosed page 2.

Please insert this page in your agreement in lieu of the incorrect page. If you have any questions
regarding the enclosure, please feel free to call or write.

Sincerely,
UNITSOURCE INCORPORATED

— 7 et N

Timothy K. Woodroof

TKW/
Enclosure

Specializing in Unitization since 1971"



FEDERAL / FEE
EXPLORATORY UNIT

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall have the right to resign at any time prior to the establishment of
unitized production or areas hereunder, but such resignation shall 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 Division, and until all wells then drilled hereunder are placed in a satisfactory condition for suspension or abandonment, whichever is
required by the AO and the Division as to State lands unless a new Unit Operator shall have been selected and approved and shall 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 to like limitations as above provided at any time after a producing unit area
established hereunder is in existence, but in all instances of resignation or removal, until a successor Unit Operator is selected and approved as hereinafter
provided. the working interest owners shall be jointly responsible for performance of the duties of Unit Operator, and shall not later than thirty (30) days before
such resignation or removal 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 to 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 to removal by the same percentage vote
of the owners of working interests as herein provided for the selection of a new Unit Operator. Such removal shall be effective upon notice thereof to the AO.

The resignation or removal of Unit Operator under this agreement shall not terminate its right, title, or interest as the owner of a 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 all wells,
equipment, materials, and appurtenances used in conducting the unit operations to the newly 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
material, equipment, or appurtenances needed for the preservation of any wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall tender his or its resignation as Unit Operator or shall be removed as 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 shall, pursuant to the approval of the parties requirements of the unit operating agreement, select a successor Unit Operator. Such selection shall
not become effective until:

(a) a Unit Operator so selected shall accept in writing the duties and responsibilities of Unit Operator, and
(b)  the selection shall have been approved by the AO.
If no successor Unit Operator is selected and qualified as herein provided, the AO 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 shall 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
collectively. 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 agreement”. Such unit operating agreement shall also provide the manner in which the working interest owners shall be
entitled to receive their respective proportionate and allocated share of the benefits accruing hereto in conformity with their underlying operating agreements, leases,
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: however, 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 shall govern. Two copies of any unit operating agreement executed pursuant to this section shall be filed in the proper
Bureau of Land Management office 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
exercising any and all rights of the parties hereto which are necessary or convenient for prospecting for, producing, 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. For the purposes of this Unit Agreement, the Robert L Bayless, Producer LLC Horseshoe Gallup 18-8H well (API
#30-045-35373) with a surface location in the SE4NE4 of Section 18, Township 30 North, Range 15 West, N.M.P.M., and a 3,851 foot horizontal lateral in the Mancos
Group located in ALL of said Section 18, which Unit Operator commenced on September 2, 2012 and completed on December 10, 2012, shall hereby be approved by
the AO as the obligation well necessary to validate this Unit Agreement (Initial Well). Within six (6) months after final approval of this Unit Agreement, the Unit
Operator shall submit a paying well determination report for the Initial Well to the AO to determine if the Initial Well can be produced in paying quantities (to-wit:
quantities sufficient to repay the costs of drilling, completing, and producing operations, with a reasonable profit). If the Initial Well is not capable of producing in
paying quantities, then, Unit Operator shall continue drilling one well at a time, allowing not more than one (1) year between the completion of one well and the
commencement of drilling operations for the next well, the first of which shall commence within one (1) year from non-paying determination by AO of the Initial Well,
until a well capable of producing unitized substances in paying quantities is completed to the satisfaction of the AO until it is reasonably proved that the unitized land
is incapable of producing unitized substances in paying quantities in the formations drilled hereunder. Nothing in this section shall be deemed to limit the right of the
Unit Operator 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 to comply with the requirements of this section.

The AO 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 including any extension of time granted by the AO this agreement
will automatically terminate. Upon failure to continue drilling diligently any well commenced hereunder, the AO may, after fifteen (15) days notice to the Unit
Operator, declare this unit agreement terminated. The parties to this agreement may not initiate a request to voluntarily terminate this agreement during the first six 6)
months of its term unless at least one obligation well has been drilled in accordance with the provisions of this section. The failure to commence a well subsequent to
the drilling of the initial obligation well, or in the case of multiple well requirements, if specified, subsequent to the drilling of those multiple wells, as provided for in
this (these) section(s), within the time allowed including any extension of time granted by the AO, shall cause this agreement to terminate automatically. Upon failure
to continue drilling diligently any well other than the obligation well(s) commenced hereunder, the AO may, after 15 days notice to the Unit Operator, declare this unit
agreement terminated.  Failure to commence drilling the initial obligation well, or the first of multiple obligation wells, on time and to drill it diligently shall result in
the unit agreement approval being declared invalid ab initio by the AO. In the case of muitipie well requirements. failure to commence drilling the required multiple
wells beyond the first well, and to drill them diligently, may result in the unit agreement approval being declared invalid ab initio by the AO.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION.  Within twelve (12) months after completion of a well capable of producing unitized
substances in paying quantities, the Unit Operator shall submit for the approval of the AO, an acceptable plan of development and operation for the unitized land which,
when approved by the AO and the Division, shall 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, 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 tiled as a supplement to the plan.
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United States Department of the Interior

BUREAU OF LAND MANAGEMENT
Farmington District Office
6251 College Blvd. - Suite A
Farmington, New Mexico 87402
www.blm.gov/nm

In Reply Refer To:
East Horseshoe Gallup Unit-NMNM 136440X

3105 (NMFO0110)

June 19, 2017

Robert L. Bayless, Producer LI.C
P.O. Box 168
Farmington, NM 87499
Dear Sir or Madam:
Thank you for providing the corrected page for the East Horseshoe Gallup Unit.
Please note, Section 9, of the East Horseshoe Gallup Unit erroneously cites “Range 18 West” but
should be “Range 15 West. Please replace Page 2 of the East Horseshoe Gallup Unit agreement
with this corrected page.
Thank you.

Sincer

Dav¢é Mankiewicz
Assistant Field Manager, Minerals

cc: Commissioner of Public Lands, Santa Fe, NM
New Mexico Oil Conservation Division (NMOCD)
Office of Natural Resources Revenue (ONRR)



' L 1§-17 CQ'((%(}CA LC/SQ \ FEDERAL/ FEE

EXPLORATORY UNIT

5 RESIGNATION OR REMOVAL OF UNIT OPERATOR Unit Operator shall have the right to resign at any time prior to the establishment of
umitized prod: or areas h der. but such r shall not become effective so as to release Unit Operator from the duties and obligations of Unit Operator
and terminate Unit Operator's nghts as such for a penod 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 Division, and until all wells then drilled hereunder are placed in a factory d for susp or aband , whichever 1s
required by the AO and the Division as to State lands unless a new Unit Operator shall have been selected and approved and shall 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 to like hinutations as above provided at any time after a producing unit area

blished h der 1s 1n e. but in all instances of resignation or removal, until a successor Unit Operator is selected and approved as hereinafter
provided the working interest owners shall be jointly responsible for performance of the duties of Unit Operator, and shall not later than thirty (30) days before
such or removal b effective appoint a common agent to represant them in any action to be taken hereunder

The resignation of Unit Operator shall not release Unit Operator from any hiability for any default by it hereunder occurning prior to the effective date of
11s resignation

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

The resignation or removal of Unit Operator under this agreement shall not termunate its night, title, or interest as the owner of a 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 all wells,

quip and appur used in cond the unit operations to the newly 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 authonzing removal of any
material, equipment, or appurtenances needed for the preservation of any wells

6 SUCCESSOR UNIT OPERATOR  Whenever the Unit Operator shall tender his or its resignation as Unit Operator or shall be removed as 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 shall, pursuant to the approval of the parties requirements of the unit operating agreement, select a successor Unit Operator  Such selection shall
not become effective unul

(a)  aUnit Operator so selected shall accept in wniting the duties and responsibilities of Unit Operator, and
(b)  the selection shall have been approved by the AO
It no successor Unit Operator is selected and qualified as herein provided. the AO at their election may declare this unit agreement terminated

7 ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT  If the Uit Operator is not the sole owner of working interests, costs and
expenses incurred by Unit Operator in conducting unit operations hereunder shall be paid and apportioned among and borne by the owners of working interests, all in
d with the agj or ag entered into by and between the Unit Operator and the owners of working interests, whether one or more, separately or
collectively  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 agreement” Such unit operating agreement shall also provide the manner in which the working interest owners shall be
entitled to receive their respective proportionate and allocated share of the benefits accruing hereto in conformity with their underlying operating agreements, leases,
or other independent contracts and such other nghts and obligations as between Unit Operator and the working interest owners as may be agreed upon by Unit Operator
and the working interest owners however, no such unit operating agreement shall be deemed either to modify any of the terms and cond of this unit ag
or to relieve the Unit Operator of any right or obligation established under this unit agreement, and in case of any y or conflict b this ag; and
the unit operating agreement, this agreement shall govemn  Two copies of any unit operating agreement executed pursuant to this section shall be filed in the proper
Bureau of Land Management office and one true copy wath 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, pnvilege, and duty of
exercising any and all rights of the parties hereto which are necessary or convenient for prosp g for, prod storing, . and distnbuting the unitized
substances are hereby delegated to and shall be exercised by the Unit Operator as herein provided Acceptable evidence of title to said nghts 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  For the purposes of this Unit Agreement. the Robert L Bayless, Producer LLC Horseshoe Gallup 18-8H well (API
#30-045-35373) wath a surface location in the SE4NE4 of Section 18, Township 30 North, Range 15 West, N M P M, and a 3,851 foot horizontal lateral in the Mancos

Group located in ALL of said Section 18, which Unit Operator d on September 2, 2012 and completed on D: ber 10, 2012, shall hereby be approved by
the AO as the obligation well necessary to validate this Unit Agreement (Imitial Well) Within six (6) months after final pproval of this Unit A . the Unit
Operator shall submut a paying well determunation report for the Initial Well to the AO to determine if the Initial Well can be produced in paying quantities (to-wit
quantities sufficient to repay the costs of drilling. completing. and producing operations, with a ble profit) If the Initial Well 1s not capable of producing in
paying quantities, then. Unit Operator shall continue drilling one well at a time, allowing not more than one (1) year between the completion of one well and the

of drilling op for the next well, the first of which shall commence within one (1) year from non-paying determination by AO of the Initial Well,
until a well capable of producing unitized sub in paying is completed to the f2 of the AO until 1t 1s reasonably proved that the unitized land

1s incapable of producing unitized substances in paying quantities in the formations drilled hereunder Nothing in this section shall be deemed to limit the nght of the
Unit Operator to resign as provided in Section 5 hereof, or as requiing Unit Operator to commence or continue any dnlling during the period pending such resignation
becoming effective in order to comply with the requirements of this section

The AO may modify any of the dnlling requirements of this section by granting reasonable extensions of time when, in their opinion, such action 1s
warranted

Upon failure to commence any well as provided for in this section within the ime allowad ncluding any extension of ime granted by the AO this agreement
will automatically terminate  Upon failure to continue drilling diligently any well commenced hereunder, the AO may, after fifteen (15) days notice to the Unit
Operator, declare this unit agreement terminated  The parties to this agreement may not initiate a request to voluntarily ternunate this agreement during the fust six (6)
months of its term unless at least one obligation well has been drilled in accordance with the provisions of this section The failure to commence a well subsequent to
the drilling of the initial obligation well. or in the case of multiple well requirements. if specified, subsequent to the dniling of those muluple wells, as provided for in
this (these) section(s), within the time allowed including any extension of time granted by the AO. shall cause this ar o lly  Upon failure
to continue dnlling diligently any well other than the obl well(s) dh der, the AO may, after 15 days notce to the Unit Operator, declare this unit
agreement terminated  Failure to commence dniling the mitial obligation well, or the first of multiple obligation wells, on time and to dnll it diligently shall result in
the unit agreement approval being declared invalid ab initio by the AO  In the case of multiple well requirements failure to commence drilling the required multiple
wells beyond the first well, and to dnll them diligently, may result in the umit agreement approval being declared invalid ab initio by the AO

10 PLAN OF FURTHER DEVELOPMENT AND OPERATION ~ Within twelve (12) months after completion of a well capable of producing unitized
substances in paying quantiies. the Uit Operator shall submut for the approval of the AO. an acceptable plan of development and operation for the unitized land which.
when approved by the AO and the Division. shall constitute the further dnlling and development obligations of the Unit Operator under this agreement for the period
specified therein. Thereafter, from time to ime before the expiration of any existing plan, the Unit Operator shall submit for the approval of the. AO, a plan for an
additional specified penod for the development and operation of the unitized land Subsequent plans should normally be filed on a calendar year basis not later than
March | each year Any proposed modification or addition to the existing plan should be tiled as a supplement to the plan

e
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