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FEDERAL/FEE 

EXPLORATORY UNITS
UNIT AGREEMENT

FOR THE DEVELOPMENT AND OPERATION 
OF THE

VENADO CANYON UNIT AREA

COUNTY OF SAN JUAN 
STATE OF NEW MEXICO

NO.

THIS AGREEMENT, entered iuto is of the 1* day of November, 2014 (“Effective Date"), by and between the parties subscribing. ratifying: 

of consenting hereto, and herein referred to as the "parties hereto",

THIS AGREEMENT, is limited in applicability to wefis containing a lateral or laterals drilled, completed or reccuipleted so that borizoutal 

component of the completion interval exteuds at least one thousand feel (1.000') in the objective fatmaboo CHorizootai WelKs)"). All preexisting 
and future vertical wells within the Unit boundary drilled and completed in the Mancos Shale Group (see 3. UNITIZED LAND AND UNITIZED 

SUBSTANCES) are excluded from this Agreement.

WITNESSETH:

WHEREAS, the parties Itereto are the owners of working, royalty or other oil and gas interests in the unit area subject to this agreement; aud

WHEREAS, the Mineral Leasing Act of February 23, 1920,41 Statute 437, as ameoded 30 U.S.C. Section 181 et. seq., aiUltocizcs Fed eta! 
lessees and their representatives to unite with each other, or jointly or separately with others, in collectively adopting and operating a unit plan of 

development or operations of any oil and gas pooh field, or like area, or any part thereof for (lie purpose of more properly conserving the natural 
resources thereof whenever detomined and certified by the Secretary of the Interior lobe necessary or advisable in the public interest; aud

WHEREAS, the Oil Craiservation Division of (lie New Mexico Energy and Minerals Department, heranafta referred to as "Division", is 
authorized by an act of the Legislature (Chrgrter 70 and 71, NM Statutes 1978 Annotated) to approve this agreement and the conservation provision 

hereof; aud

WHEREAS, the parties boeto hold sufficient interests in the Venado Canyon Unit Area covering (be laud Iseinafter described to give 

reasonably effective control of operations therein; and

WHEREAS, it is the purpose of the parties hereto to consove uatural resources, prevent waste, and secure other benefits obtainable through 
development and operation of the area subject to this agreement under the terms, conditions, and [imitations herein set forth;

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

1. ENABLING ACT AND REGULATIONS. February 25, 1920. as amended, supra, and all valid potmoU regulations including operating 
and unit plan reputation* heretofore issued thereunder or valid, pertinent and reasonable regulations hereafter issued thereunder are accepted and 

made a part of this agreaneul as to Federal latris, provided such regulations ate not inconsistent with the terms of this agreement: and as to non- 
Fcdcral lands, the oil and gas operating regulations in effect as of the effective date hereof governing drilling and producing operations, not 
inconsistent with the terms hereof or the laws of (he State in which the noo-Federal land is located, are hereby accepted and made a part of this 

agreemeut.

2. UNIT AREA The following described land is hereby designated and recognized as constituting the unit area:

See map attached hereto marked as Exhibit "A" is hereby designated and recognized as constituting die Unit Area containing.

5,120.00 acres more or less.

Exhibit "A" feows. in addition to the boundary of the unit area, the boundaries and identity of tracts and leases in aid area to the extent 
known to the Unit Operator. Exhibit "B" attached hereto is a schedule showing to the extent known to the Unit Operator, the acreage, percentage, and 
kind of ownership of oil and gas interests in all lands in (be unit area. However, nothing herein or in Exhibits "A" and "B" shall be construed as a 
representation by any party hereto as to the ownership of any interest other than such interest or interests as are shown in the Exhibits as owned by 

such party. Exhibits "A" and "B" shall be revised by (be Unit Operator whenever changes in the unit area or in the ownership interests in (he 
individual tracts render such revision necessary, or when requeued by the Authorized officer, hereinafter referred to as "AO" and not less titan four (4) 
copies of fee revised Exhibits shall be fifed wife the proper Bureau of Land Management office and ooe (|) copy wife the New Mexico Oil 

Conservation Division of fee Energy and Minerals Department, bacinafter relaxed to as “Division-".

The above-described unit area* shall, when practicable, be'expanded to" include therein any additiotral lands whenever such expansion is 

deemed to be necessary or advisable to conform with fee purposes of this agiesnent. Such expansion shall be affected in fee following manner

(a) Unit Operator, on its own motion (after preliminary concurrence by the AO), or on demand of the AO (after preliminary condolence by 
the AO) shall prepare a Notice of Proposed Expansion describing the contemplated changes in the boundaries of the unit area, the reasons therefore, 

any plans for additional drilling, and the proposed effective date of the expansion, preferably the first day of a mouth subsequent to the date of notice.

(b) Said notice shall be delivered to the proper Bureau of Land Management office, and the Division, aud copies thereof mailed to the last 

known address of each working interest owuer. fessee and lessor whose interest are affected, advising that 30 days will be allowed for submission to 

fee Unit Operator of any abjections.

(c) Upon expiration of fee 30-day period provided in fee preceding itcm(b) hereof Unit Operator shall file with the AO, and fee Divisiou, 
evidence of mailing of fee Notice of Expansion and a copy of any objections thereto which have been filed with Unit Operator together wife an 

application in triplicate, for approval of such expansion and wife appropriate joinders.

(d) After due consideration of all pertinent information, the expansion shall, upon approval by fee AO and the Division, become effective as 
of the date prescribed in (he notice thereof or such otha appropriate date.

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land now or hereafter committed to this agreement dall emstitute land referred 
to herein as ‘unitized land" or "land subject to this agreement". For fee purposes used in this unit agreement, the term “unitized land" shall include all
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imkased Federal lands, which shell, for all purposes, upon the authorized officers' approval of the unit be deemed construed to this agreetrait to 
govern development and operations of the unitized substances thereunder. Ncibing in (his agreement shall be deemed to p™* rights (o (he use of 
surface overlying such unkased Federal lands for any oil and gas aperatiuns conducted under this agreement. All oil and gas in the Mancos Shale 

Group, including genetically related rocfcs from 100 feet below the stratigraphic equivalent of the top of tbs Mancos Shale (base of Mesa Verde 

Group) to the strati graphic equivalent of (he base of the Greenhorn Limestone as sboum in the DOUBLE OUGHT 1 Well (API 

#30043200890000) in Section 12, Township 22 North. Range 6 West N.MP.ML are unitized under (he terms of this agreement and herein are 
called “unitized substances* (see type log attached as Exhibit *C*).

4. UNTT OPERATOR. Encana Oil ft Gas (LGA) Inc., hereby designatrrt as Unit Operator and by signature hereto as Unit Operator agrees 

and consents to accept the duties aod obligations of Unit Operator for the discovery, development, and production of unitized substances as herein 
provided. Whatever 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 uuitized substances, and the tenn "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 dial! haw 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 ten nitrate Unit Operators rights as such for a period of six (6) mouths after notice of intention to resign has been 
served by Vat Operator on all making interest owner* sod the AO and the Dtviszau, and tintil all twtlls then drilled hoeuuder are placed in a 
satisfactory condition for suspension or abandonment, whichever is required by the AO as to Federal lauds, and the Division as to Fee lands unless a 
new Uuit Operator sliall have been selected and approved and shall have taken over and assumed the duties and obligations of Unit Operator prior to 
the expiradou of said period.

Umf Operator shall have (he right to resign in lifce manner and subject to Sfe {mutations as above provided at any rime alter a producing unit 
area established hereunda is in existence, but in all instances of resignation or removal until a successor Unit Opoatcr is selected and approved as 
hereinafter provicted, the working interest owners shall be jointly responsible for performance of the duties of Unit Operator, and shall not later than 

thiity (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 Obit Operator shall not release Unit Operator from airy liability for any default by it hereunder occurring prior to (Ik 

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 ns herein provided for the selection of a uevv Uuit Operator. Such reuroval shall be effective upon 
notice thereof to the AO.

The resignation or removal of Uuit Operator under this agreement shall not terminate its right, title, or iuterest as the owner of a wodriug 
interest or other interest in unitized substances, but upon the resignation or removal of Unit Opera ter becoming effective, such Unit Operator shall 
deliver possession of aD weds, equipment, materials, aud appurtenances used in conducting the unit operations (o the newly qualified successor Unit 

Operator or to (he common agait, if uo such uew Ural Operator b 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 UNTT OPERATOR Whenever the Unit Ojwator shall tends' his or its resignation as Uuit Operator or shall be removed as 
hereinabove provided, or a change of Unit Operator as negotiated by the working interest owners, the owner* of the unriring intaests according to 
their re$|>ective acreage intsest 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 aud responsibilities of Unit Operator, and

(b) (he selection shall have been approved by the AO

If no successor Unit Operator is selected and qualified as haem provided, the AO at their election may declare this uuit agreement 
terminated.

7. ACCOUNTING PROVISIONS AND UNTT 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 
ofworidug interests, all in accordance with the agreement or agreements entered into by «nl between the Uuit Operator and (be owners ofwodang 

interests, whetlter ooe 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 agreemoit." Such unit operating agreement 

shall also provide die manner in which the working interest owners sliall be entitled to receive their respective proportionate and allocated share of the 
benefits accruing hereto in conformity with their underlying operating agreements, leases, or otiier independent contracts, and such other rights and 

obligations as between Unit Operator and the working iuterest owners as may be agreed upon by Unit Operator and the working interest owners; 

however, uo such unit operating agreemoit sliall be deemed either to modify any of (lie terms and conditions of (his unit agreement or to relieve Die 
Unit Operator of any right or obligation established under this unit agreement, and in case of any inconsistency or conflict between (his agreement and 
(be unit operating agreement this agreement diall govern. TWo copies of any unit operating agreement executed pursuant to this section shall be filed 

in the proper Bureau of Land Management office aud cue true copy with (he 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 Operates; shah exercise the rights of possession aod use vested to the 
parties hereto only for the purposes herein specified.

9. DRILLING TO DISCOVERY. For the purposes of this Unit Agreement, the Encana Lybrook P03-2206-0IB well with a surface 

location in the SESE of Section 3, Township 22 North, Range 6 West. N.M.P.M., and a 7,372 foot horizontal lateral in the Mancos Shale Group 
located in the W2E2 of Section 1 Osod the W2NE of Section 13. tiittch Unit Operator commenced on November 14, 2014 and completed on /anuaty 

16. 2013 shall hereby be approved by the AO as the obligation well accessary to validate this Unit Agreement (Initial Well). In addition, the Encana 

Lybrook P03-2206-02H well with a surface location in the SESE of Section 3, Township 22 North, Range 6 West. N.M.P.M, and a 7,369 foot 
horizontal lateral m the Mancos Shale Group located in the F7F7 of Section 10 and the E2NE of Section I5;is also an existing horizontal well located 

within the boundary of the Unit Agreement which was drilled and completed in the Unitized formation subsequent to the effective date of this Uuit 
Agreement and subsequent to the completion of the initial Well (Existing Well). Within six (6) months after final approval of this Unit Agreemnt, the 
Uoit Ojwator shall submit a paying well determination report for the Initial Well to tire AO to determine if the Initial Well can be produced in paying 
quantities (to-wit: quantities sufficient to repay the costs of drilling, completing, aod producing operations, with a reasonable profit). If (be Initial Weil
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is Dot capable of producing in paying quantities, then. Unit Operator shall submit a paying vrell detBinuiaUon report to (be AO fir tbe Existing Wdl 
which commenced after the completion of tbs Initial Weg. If paying well determinatiou reports have beeu submitted for the Initial WeO and all of the 
Existing Wells and none have proven to be capable of producing in payhqt quantities, then the Unit Operator shall continue drilling one well at a time, 
allowing not more than one (I) year between the completion of one aartl and the commencement of drilling operations fir the next well ihe first of 
which shall commence within (1) year front two-paying determination by AO of the last Existing WelL until a well capable of pnxkiriog unitized 
substances in paying quantities is completed to the satisfaction of the AO. if on Federal lauds, or the Division if on Fee lands or until it is reasonably 

pwved that the uaitized laud is incapable of producing unitized substances in paying quantities m the formations drilled hereunder.
Nothing in this section shall be deemed to limit the tight of the Unit Operator to resign as provided in Section S hereof or as requiting Unit Operator 
to commence or continue any drilling dnring the period pending such resignation becoming effective in order to conyly with the requirements of this 
section.1 

I

j The AO may modify any of the drilling requirements of this section by granting reasonable extensions of time when, m their opinion, such 
actiou is warranted.

Upon Mure to commence any well as provided for in this section within (be time allowed including any extension of time granted by the 
AO, this agreement will automatically terminate. Upon Mire to continue drilling diligently any weU conunaiced hereunder, the AO may, afier 

fifteeu (1$) days notice to tire Unit Operator, declare this rent agreement terminated. The parties to tim agreement may trot initiate a request to 
voluntarily terminate this agreement during tire first six (6) iwwh* of its term unless at least one obligation well has been drilled in acaxdaace with 

tbe provisions of this section. Ure Mure to tnrmtm- a well subsequent to the drilling of the initial obligation well, or in tbe case of multiple well 
requirements, if specified, subsequent to the drilling of those multiple wells, as provided for in this (these) sections), within the lime allowed 
including any extension of Hum granted by tbe AO sh»B cause this agreement to terminate automatically. Upon Mure to continue drilling diligently 

any well other titan (be obliptioo weD(s) commenced hereunder, tbe AO may. afier 13 days notice to (he Unit Operator, declare this unit agreement 
tenuiuated. Failure to continence drilling the initial obligation well, or the first of multiple obligation weds, on time and to drill it diligently shall result 
in the unit agreement approval being declared invalid ab initio by the AO. hi tbe case of multiple wdl requirements, failure to commence drilling (he 
required multiple wells beyond tbe 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 afier completion of a well capable of 
producing unitized substances in paying quantities, the Unit Operator shall submit for tbe approval of the AO and the Division an acceptable plan of 
development and operation for the unitized land which, when approved by the AO and the Divisioo, 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 tbe expiration 

of any existing plan, tbe Unit Operator shall submit for the approval of the AO and the Division, a plan for an additional specified period for tbe 
development and operation of the unitized fanri Subsequent plates should normally be filed on a calendar year basis not later titan March 1 each year. 
Any proposed modification or addition to the existing plan dndd be filed as a suppfemeot to tbe plan.

Any plan submitted pursuant to this section shall provide for tbe timely exploration of the unitized area, and for the diligent drilling necessary 

for determination of tbe area cr areas capable of procbctng unitized substances in paying quantities. This pbtn shall be as complete and adequate as 
the AO and tbe Division, imty determine to be necessary for timely development and proper conservation of Ibe oil and gas resources of the unitized 

area and shall:

(a) specify tbe number and locations of any wells to be drilled and the proposed otrfcr and time for such drilling; and

(b) provide a summary of operations and production for the previous year.

Plans sltall be modified or supplemented when necessary to meet changed conditions or to protect tbe interests of all parties to this agreeutoit. 
Reasonable diligence shall be exercised in complying with the obligations of the approved plan of development and operation. The AO and the 

Division me authorized to giant a reasonable extension of the 12-moWh period herein prescribed for submission of an initial plan of development and 
ou operation where such action is justified because of unusual conditions or circumstances.

After completion of a well capable of producing unitized substances in paying quantities, no further wells, except such as may be necessary to 
a ffoid protection against operations not under this *£rt*m*d and such as tuay be specifically approved by tbe AO ami tbe Division shall be drilled 

except in accordance with an approved plan of development and operation.

11. ALLOCATION OF PRODUCTION. All unitized substances produced tinder this agreement, except any part thereof used in 

coofonnity with good operating practices within the untnard area for drilling, operating, and other production or development purposes, or for 
repressuring or recycling in accordance with a (dm of development and operations (hat has been approved by tbe AO, or unavoidably lost sliail be 
deemed to be produced equally on an acreage basis from (be several tracts of mtitiyprf land. Each such tract shaft have allocated to it such percentage 
of said production as the number of acres of such tract bears to the total acres of unitized land. There shall be allocated to die writing (merest 

owoerfs) of (be unitized land (excluding imleawt Federal buds), such percentage of the production attributable to tbe unleased Federal land within the 
unitized area as the number of acres of such unleased Federal land inctoded in said unitized area bears to the total acres of unitized land subject to the 

payment of the compensatory royalty specified in section 13(b) of this agreement. Allocation of production hereunder for purposes other than for 
settlement of the royalty, overriding royally, or payment out of production obligations of the respective waiting interest owners, including 
compensatory royally obligations under section 13, shall be (described as set forth in the unit operating agreement or as otherwise mutually agreed by 
tbe affected parties, whether iu conformity with the basis of allocation herein set forth or otherwise.

{12. ROYALTY SETTLEMENT. The United States and any royalty owner who is entitled to take in kind a sltare of tbe substances now 
unitized hereunder sliail hereafter be entitled to the right to take in kind its share of the unitized substances, and Unit Operator, or die working interest 
owner in case of die operation of a well by a working interest emoer as lierein provided for in special cases, shall make deliveries of such royally share 
taken in kind in conformity with the applicable contracts, laws, and regulations. Settlement for royalty interest not takeu in kind shall be made by 
working interest owners responsible therefore under existing contracts, laws and regulations, or by die Unit Operator rat or before die last day of each 

month for uaitized substances produced during the preceding calendar month: provided, however, that nothing in this section sliail operate to relieve 

die responsible patties of any laud from their respective lease obligations for tbe payment of any royalties due uuder their leases.

If gas obtained from lauds not subject to this a^nment is introduced into the unit area hereunder, for use in repressuring, stimulation of 
production, or increasing ultimate recovery in conformity with a plan of development end operation approved by the AO and tbe Division, a like 
amount of gas. afier settlement as herein provided for any gas transferred from any other area and with appropriate deduction for loss from any cause, 

may be withdrawn from the formation into which the gas is introduced, royalty free as to 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 (be approved plan of development and operation or as may 
otherwise be consented to by tbe AO and tire Division as conforming to good petrokum engineering practice; and provided further, that such right of 

withdrawal shall terminate on (he termination of (his Unit Agreement.

Royalty due on United States lands, including compensatory royally specified in Section 15(b) shall be computed as provided in 30 CFR 
Group 200 and paid iu value or delivered in kind as to all umtued substances on the basis of the amounts thereof allocated to unitized land as 

provided in Section II at the rales specified in the respective lease, or at such other cate or rates as may be authorized by law ex regulation and
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approved by tbs AO; provided, that for leases on which the royalty rale depends on the daily average production per nefl. said average production 
shall be determined in accotdance with tl» operating regulations as (bough the unitized area were a single consolidated lease.

J13. RENTAL SETTLEMENT. Rental of nmiitnim royalties due on kases committed hereto shall be paid by appropriate working jnterest 

owners under existi ng contracts, laws, and regulations. provided that notfring herein coraained foall operate to relieve the lessees of aay bad from their 
respective lease obligations for the payment of any rental or mmtmum royahy doe aider their leases. Rental or royalty for lands of the

United States subject to this agreement shall be paid ai the rate specified in the respective leases horn the United States, unless sufo rental or 

minimum royalty is waived, suspended, or reduced by law or by approval of the Secretary or his duly anihorized representative.

With respect to any lease on non-federal land rooftuittng provisions which would imuimhw such fease unfcss drifting operations ate 
commenced upon the land covered thereby within (be trine therein specified or rentals are paid fir 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 daring the term 

thereof as extended by this agreement and until (be required drilling operations are commenced upoa lie bod covered fo-reby, or until tire anil area 

establishes production.

14. CONSERVATION. Operations liereunder and production of unitized substances draft be conducted to provide for the roost economical 
and efficient recovery of said substances without waste, as defined by or pursuant to State or Federal bw or regulation.

15. DRAINAGE.
(a) The Unit Operator shall take such measures ns the AO deems appropriate and adequate to prevent drainage of unitized substances for 

unitized land by wells on laud 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.
(b) Pursuant to CFR 45. §3151.5, in order to compensate (be United States fix drainage Grout any unleased Federal lauds committed to 

this uuit. twelve and one-half percent (12.50%) of the production that would bo attributable to such unleased Federal lands under Section 12 of 
this agreement, if they were leased and committed to the unit, shall be payable as compensatory royalties to the Federal Government as 

prescribed under Section 11 hereunder. Payment shall accrue front the date of first production of unitized substances from the unit. If leased 
Federal lands that share in actual production allocation from the unit become unleased. (he payment shall accrue from the date the Federal lands 
become unleased. Payment due under this provision shall end when the unleased Federal tract is leased; when production of unitized substances 

ceases within the unit; or, when the unit terminates, whichever occurs first

16. LEASES AND CONTRACTS CONFORMED AND EXTENDED The terms, contritions, and provisions of aft leases, subleases, and 
other contracts relating to exploration, drilling, development, or operation for ad or gas on lands committed to this agreement are hereby expressly 
modified and amended to the extent necessary to make the same conform to the provisions hereof but otherwise to remain in fuU force and effect; and 
the parties hereto hoeby consent that the Secretary. as to Federal leases, each by his approval hereof or by the approval hereof by his duly authorized 

representative, shall and does hereby establish, alter, change, or revoke the drilling, producing, rental ininimun royalty, and royalty requirements of 
Federal, leases committed hereto and the regulations in respect thereto to caribou said requirements lo the provisions of this agreement and, without 

limiting the generality of the foregoing, all leases, subleases, and contracts are particularly modified in accordance with the following;

(a) The development and operation of lautk subject to this agreement under the terms hereof shall be deemed frill performance of all 
obligations for development and opsation with respect to each and every oqraratdy 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 hranaafrr upon any tract of unitized lauds will be accepted and cleaned to be performed 

upon and for the benefit of each and every tract of unitized land, and no lease shall be Armett to expire by reason of failure to drill or produce writs 
situated on foe land therein embraced.

(c) Suspension of drilling or producing operations on all unitized lands pursuant to direction or consent of foe AO or his duly authorized 
representative shall be deemed to constitute such suspension pursuant to such direction or consent as to each and every tract of unitized had A 
suspension of drilling or producing operations limited to specified lands shaft be applicable only to such lands.

(d) Each lease, sublease or coutract relating to the exploration, drilling, development, or operation for oil or gas of lands other than those of 

foe United States committed to this agreement which, by its terms might expire prior to foe tmuimtim of this agreement, is hereby extended beyond 
auy such terms so provided therein so that it shall be continued to full force and effect for and during the term of this agreouail.

(e) Any Federal lease committed hereto shall continue in force beyond the term so provided therein or by law as to the l»>d committed so 
long as such lease remains subject hereto, provided that a well capable of production of unitized substances in paying quantities is established in 
paying quantities under this unit agreement prior to the expiration date of the term of such lease, or in foe event actual drilling operations are 
commenced on unitized land, in accotdance with provisions of this agreement, prior to the end of the primary tom of such lease and are being 

diligently prosecuted at that tine, such Federal lease draft be extended for two years, and so kmg thereafis as oil or gas is produced in paying 
quantities in accordance with the provisions of foe Act of February 25.1920, as amended.

(0 Each sublease or coutract trialing to the operation and devekpmaU of unitized substances from buds of the United States caurmitled lo 
this agreement, which by is terms would spire prior to foe trore at which foe undslyiztg leaser as extended by foe mnnediately precedi&g puagraph. 
will expire, is hereby extended beyond any such term so provided therein so that it shaft be continued in full force and effect fee and during foe term of 
the underlying lease as such term is horin extended.

(g) The segregation of any Federal lease committed to this agreonent is governed by the following provision in the fourth parapaph of 
Section 17 (J) of the Mineral Leasing Act, as amended by the Act of September 2,1960,(74 Stat. 781-784) (30 U.S.C. 226 (m)): ‘Any (Federal) lease 
heretofore or hereafter committed to any such (Unit) plan embracing lands that are in part within and in part outside foe area covered by any such plan 
shall be segregated into separate leases as to the lands conamtted and foe lands not committed as of the effective date of unitization. Provided, 
however that any such lease as to non-unitized portion shall cannons in force and effect for the term thereof but for not less than two years from the 

date of such segregation and so long (hereafter as oil or gas is produced in paying quantities.'

If foe public interest requirement is not satisfied, the segregation of a lease andfor extensiou of a fease pursuant to 43 C.F.R. 3107.3-2 and 43 C.F.R. 

3107.4, respectively, shall not be effective.

1 I
.117. COVENANTS RUN WITH LAND. The covenants herein shaft be construed to be covenants naming with foe land with respect lo foe 

interests of foe patties hereto and their successors in interest until this agreement terminates, and any grant transfer or conveyance of interest in laud 
or lease subject hereto shall be and hereby is coodrootted upon the assumption of all privileges and obligations hereunder by foe grantee, transferee, cr 
other successor interest. No assignment or transfer of any wreting interest. royalty, or other interest subject hereto shad be binding upco Unit 

Operator until the first day of the calendar month after Unit Operator is furnished with the arigmai, photostatic, or certified copy of the instrument of 
transfer! 1

f 18. EFFECTIVE DATE AND TERM. The effective date of das agreement shall be November 1, 2914. The agreement shaft become

I
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effective upon approval by the AO and stall automatically tenninate fore (5) yeas from foe due «a winch foe AO approves foe agreement notes:

| (a) Upon application by the Unit Operator such date of expiration is afended by Ibe AO; or

I (b) it is reasonably determined prior to the expiration of the fixed terms or arty erlrnaon thereof that the amtized bod is mcapable of 
production of unitized substances iu paying quantities in the formations tested hereunder, and after notice of intention to laminate this agreement on 

aich groutxl b givwt by foe Umt Operator to aA parties in interest at their hst known adrfcesses. this agreement is ieiiuiu*edwifo approval of the After

‘ (c) a salutMp dtKWKj’ c/aajtizsd .swhstaares is paying quantities has tew made rr accepted on tKtitizsd bod doing 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 sobelances can be produced as 
to Federal bods in quantities sufficient to pay for the cost of producing same front wells cn unitized land. SbooM production cease and diligent 
drilling or re-wodtiug operations to restore production or new production are not in progress or reworking wtttetsiay (60) days and production is not 
restored or should new production not be obtained in paying quantities on committed lands wjfom this unit area, tins agreement will automatically 

terminate effective the last day of the month in which the Cart unitized production ocanred: or

(d) it is voluntarily tenninated as provided in this agreement. Except as noted herein Ibis agreement may be tennbated at any time prior to the 

discovery of unitized substances which can be produced in paying quantities by not less titan 75 per centum, on an acreage basis, of the wotting 
interest owners signatory hereto, with the approval of the AO. The Unit Operator shall gh* notice ofany mcb approval to all parties baeto. Voluntary 
termination may not occur during the fust six (6) months of this agreement unless at least one chfcgatkin vtefl shall haw been (frilled in conformance 

with Section 9.

19. RATE OF PROSPECTING. DEVELOPMENT. AND PRODUCTION. The AO is hereby vested with Jfflhonty to alter or modify from 
turn to time, in his discretion, the quantity and rale of production under this agreement when arch quantity and ate ate not fixed pursuant to Federal 
cr State law, or do not confonn to any State-wide voluntary conservation or aiwtim program which is esnbltforri, recognized, and generally 
adhered to by the majority of opera ton in such State. The above authority is hereby Kmiled to abention or modtfiratiocs which are in the public 

interest. The public interest to be served and the purpose thereof must be stated in (be order of attention or modification. Without regard to the 
foregoing, the AO is also hereby vested with authority to alter or modify from time to time, in his discretion, the rale of prospecting and development 
aud (he quantity and rate of production under this agreement wtien such alteration cr 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 bw; and also to any Fes bods subject to this agreement as 
to the quantity and rate of production in the absence of specific written approval thereof by the Dcvition.

Powers in die section vested in the AO shall only be exercised after notice to Unit Operate* and opportunity for bearing to be held not less 

than 15 days from notice.

20. APPEARANCES. The Unit Operator shall, after notice to other parties affected, tave the right to appear for and on behalf of any and all 
interest affected hereby before the Department of (be Intake, and the Divitioo and to appeal from orders issued under the regulations of said 

Department and the Division or to apply for relief from any of said regulations, or in any proceedings relative to operations before the Department and 
the Division or city other legally constituted authority, provided, however, that eny other ngtrestfd party shall also have the right at its cwn expense to 

be heard in any such proceeding.

21. NOTICES. All notices, demands, or statements required hereunder to be given cr rendered to the parties hereto shall be in writing and 
shall be personally delivered to the party or parties, or sent by postpaid registered or certified mail, to die bd known address of the party or parties.

22. NO WAIVER OF CERTAIN RIGHTS. Nothing contained in this agreement shall be ccnsfnied 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 ofany bw of the State where anstized lands are located, or of 
(1m United States, or regulations issued thereunder in any way affecting such party, or as a waiver by any snch party of any right beyond his cr its 

authority to waive.

23. UNAVOIDABLE DELAY. All obligations under this agreement requiring the Unit Operator to commence or continue drilling, or to 

epoate on, a produce unitized substances firm any of the Lands covered by this agreement, shall be suspended while the Unit Operator, despite the 
exercise of due care and diligeuce, is prevented from complying with such obligations, in whole cr in part, by strikes, acts of God. Federal State, or 
municipal law or agencies, unavoidable accidents, uncontrollable delays in transportation, inability to obtain necessary materials or equipment in opeu 

market, or other matters beyond tbe reasonable control of foe Unit Operator ufodber similar to matters herein enumerated or not

24. NONDISCRIMINATION. In connection with the performance of work under this apeanent foe Unit Operator agrees to couyly with all 
the provisions of Section 202 (1) to (7) inclusive of Executive Order II 24d (.10 FJL 12319). as amended which are hereby iocotporaled by reference 

in this agreement.

25. LOSS OF TTTLE. hi tie event title to any tract of unitized land shall foil and the true own easraot be induced to join in this unit 
•grrmmt, au-h trad thstll heantfnnalli-aUy repairW ik not cnmmilteri N-riUn and them Aall he qrrfo rearfpsftTMrt of fitture costs and henefit* a* may

be required on account of the loss of such title. In the even) of a diqxnc as to title to any royally, working interest, cr ofog interests subject (hereto, 
payment or detiveiy on account (hereof may be withheld without liability for intoesl mil the is finally settled; provided, foal as to Fedoal 
lands or leases, no payments of funds due the United States should be withheld, bot such finds shall be dfporitrri as directed by the AO, to be held as 

unearned nuney pending final settlement of the title dilute, and then applied as earned or inim—I in accordance with snch final settlement.

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

26. NON-JOINDER AND SUBSEQUENT JOINDER. If Ibe owner of any nihstamial interest in a tract within foe unit area foils cr refuses to 

subscribe or couseut to litis agreement, the owner of tbe working interest in that tract may withdraw the tract from this agreement by written notice 
delivered to foe proper Bureau of Land Management office foe Divisicu and the Unit Operator prior to the approval of this agreement by the AO. Any 

oil or gas interests in lands within die unit area not connnitted hereto prior to final approval may thereafter be committed hereto by the owner or 

owners theteof subscribing or consenting to this agreement, and, if the interest, is a working interest, by Ibe owner of such interest only subscribing to 

the unit operating agreement.

After operations are commenced hereunder, the right of subsequent joinder, as provided in this section, by a waking interest owner is subject 
to such requirements or approvals), if any. pertaining to such joinder, as may be provided for in foe taut operating agreement. After final approval 

hereof joinder by a non-working interest owner must be consented to in writing by the waking interest owner committed hereto and responsible for 

foe payment of any benefits that may accrue hereunder m behalf of such nm-uwking interest. A non-working interest may not be committed to this 
unit agreement unless the conesponding working interest is committed hereto. Joinder to foe tstit agreement by a meriting interest owner, u any lime, 

must be accompanied by appropriate joinder to foe unit opoatiog agreement, in crier for (ha interest to be regraded as committed to (his agreement. 
Except as may otherwise herein be provided, subsequent joinders lo this agreement dull he effective as of foe date of foe filing with the AO and foe 
Division of duly executed counterparts of all or any papers necessary to establish effective ciwratmenl ofany intend and/a tract to litis agreement.

27. COUNTERPARTS. This agreement may be executed in any number of counterparts, no ooe of which oesfc to be executed by all parties.
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or may be ratified or consented lo by separate instrument in writing specifically referring bento and sb*B he hinritag ifm aQ those parties who lave 

executed such a counterpart, ratification, or consent hereto with the saute force and effect as if aO sudi panics bad signed the same document and 
regardh^ of whether ce not it is e«CT>tfd by al) other parties cawringtfcbimnig an iitfEggi in the bads njtha> the at»ow>describcduailaca-

128. SURRENDER. Nothing in this agreement shall prohibit the exercise by any wetting interest emernf the tight to smreoder vested in 

such party by any lease, sublease, or operating agreement as to afl or any pat of the fentfe cowered thereby, provided that each party who will or might 

acquire such working interest by such surrender or by forfeiture as hereafter set forth, is bound by the tmns of this agreement.

jlC as a result of any such surrender, the working interest rights as to such barb become vested in say party other than the fee owner of the 

unitized substances, said party may forfeit such rights and further benefits from operation hereondg as lo said bod to the ptrty next in the chain of 

title who shall be and become the owner of such wotting interest.

If as a result of any such surrender or forfeiture, wotting interest rights Nrnmr vested is the fee otsaer of the tawfaeri substances such 

owner may;

(a) accept those wotting interest rights subject to disagreement and the anil operating agreement or

(b) lease the portico of such had subject to this agreerueoi and the rani optnOogagreanasC or

(c) provide for the independent operation of any part of suds fend.

If the fee owner of the itnitized substances does not accept the working interest rights subject to this agreement and (be unit operating 
agreement or lease such as above (mvided within six (6) amths after the suneotkr cr brfdted wotting aloes) rights become vested iatbeCee 
owner, the benefits and obligations of operations accruing to such lands under this agreanent and the unit operating agrtanort shall be shared by the 
remaining owuers of unitized wotting interests in accordance with their respective wotting interest ownerships, and such owners of wotting inioests 

shall compensate the fee owner of unitized substances in such lands by paying sums equal lo the rentals, mfofoxim royalties, and royalties applicable 

to such lands under die lease in effect when the lands woe unitized

An appropriate accounting and settlement shall be made for an benefits accruing lo cr payments and expenditures made or named on behalf 
of such surrendered or forfeited wotting interest subsequent to the date of suneuda or fotfestme. and payment <rf any monies found lobe owing by 

such mi accounting siiall be made as between tin parlies within thirty (30) days.

The exercise of any right vested in a working interest <ntwr to reassign such Hurting forces! to the party from whom obtained shall be 
subject to die same conditions as set forth in this section in regard to the exercise of a right to surrender.

29. TAXES. The working interest owuers shall render and pay for their account sod the account of (be royalty owners all valid taxes on or 

measured by the unitized substances in and under or lliat may be produced, gathered and sold from the hmd covered by this agreement after its 
effective dale, or upon the proceeds derived thereEom. The working interest owners oo each trad shall are) nay charge the paper proportion of said 
taxes to royalty owners having interest in said tract, and may currently retain and deduct a sufficient amount of the unitized substances or derivative 
products, or net proceeds thereof, from die allocated sliare of each royalty owner to secure irimhurscaieal for the taxes so paid. No such taxes shall be 
charged to the United States or the State ofNew Mexico or to any lessor who has a contract with his lessee which reputes the lessee to pay such taxes.

30. NO PARTNERSHIP. It is expressly agreed that the relation of the parties hereto is (hat of iadqiafoegt contractors end nothing contained 
in (his agreement, expressed or implied, nor any operations conducted hereunder, ritaO create or be deemed to hare created a purtnerriiip or association 

between the parties hereto or nny of theta

31. SURFACE AND ENVIRONMENTAL PROTECTION STIPULATIONS. Nothfog fo fits agreement dall modify or change either (be 
special Federal lease stipulations relating to surface management or such special Federal lease rtjpntarinm rotating to surface and environmental 

protection, attached to and made a part of Oil and Gas Leases covering foods within the Unit Area.

32. SEVERABILITY. Every provision of this Agreement is intended to be severable. If any term or provision hereof is illegal or invalid fee 
any reason whatsoever, such illegality or invalidity shall not affect the vaMiy or legality of the remainder of flits Agreement

IN WITNESS WHEREOF, the parties haw, cnicut this agreement to he executed and have set opposite: their respective names the (fate

of execution.

ENCANA OR, & GAS (USA) INC.

By 1

Constance D. Heath 

Altomey-Iu-Fnct

Date of Execution

Address 370 17tli Street
Denver. Colorado 80202

STATE OF COLORADO )
I **

COUNTY OF DENVER 1

tin this day of . 2015 before me appeared Constance D. Heath to me p—wmefly hwan who, being duly
sworn, did say (hat she is the _ Attomev-in-Fnct . of Enema Oil «fe Gas (USA) foe, and said Constance D. Heath acknowledged said 

instrument to be the free act of deed of said caiporatioa

My Commission Expires;__________________________ 
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Exhibit "A"
Venado Canyon Unit 

Expansion

Sandoval County. New Mexico

Legend
1

i I Venado Canyon Unit Encana Oil & Gas (USA) Inc. et. al.

© Tract Number ®
R 6W NMNM 109385

Encana Oil & Gas Encana Oil & Gas Encana Oil & Gas Encana Oil 4 Gas (USA) Inc. et. al.
(USA) Inc. et. al. (USA) Inc. et. al. (USA) Inc. et. al. HBP

HBP HBP HBP 4/14/2019

©
FEE

I0 11 12

® ® ®

NMNM 117562 NMNM 109385 NMNM 109385

Encana Oil & Gas (USA) Inc. et. al. Encana Oil & Gas (USA) Inc. et. al. Encana Oil 4 Gas (USA) Inc. et al.
HBP HBP HBP

® 1!
Open Federal 14 13

® ®
®

NMNM 117562 UNLEASED NMNM 117562 NMNM 117562

Encana Oil & Gas Open Federal
Encana Oil & Gas Open Federal Open Federal Encana Oil 4 Gas

(USA) Inc. ® (USA) Inc. et. al. (USA) Inc. et. al.
HBP UNLEASED HBP ® HBP

® ®

22 NMNM 109389
f'6'l

UNLEASED ; j NMNM 109390
2:

®

V*/

i NMNM 109390 UNLEASED

Acfeaflg Percentage
| 1 Federal Lands 5,120.00 96.969697%

| | Private Lands 160.00 3.030303%

5,280.00 100.0000%

encana



EXHIBIT "B"
Schedule Showing Pananlaga and Hind ol OamanhlF of O* and Gat Intanst*

VENADO CANYON UNIT AREA

a

(As Expanded) 

Sandoval County, NewMndeo 

Elective Novornbtt 1,2014

Sadat Number/Leaaor Lata at of Record OvarrUng Royally MtoMngkitartft
Deacrtpdon Number and Captation Data and 0* and

Mumbar ofLand ofAcraa cfLaaia Mineral Jntaraaf Parcanfaoa Satie ReyaAr and Percentage Parcantao* Panentaua

Tho OP and Oas La act ownarahlpa deacribed In Ms tehaduk an Umtiad to tha atratigraphlc equtvafent of tha Interval daaodbad aa tha Maicoe Shaft Group, Including the ganatlcally refeted rodu from 100 foot batow tha 
atratlgraptile agiMant of tha top of tha Maneoa Shala (bate of Maaa Varda Grot?) to tha atraUgrapMc equivalent of baaa of tha Greenhorn Unwotene aa ahown in tha DOUBLE OUGHT 1 (API *00043200610000).

FEDERAL LANDS:

1 TemaMo 22 Worth Rtnaa 6 Wat NMPM
8eetion 1 82
SacSon 11 W2.SE
Section 12 Al

1.440.00 NMNM109365 
Effective DMe 

12X11/2002 
Expferttcn Date

HBP

100000000% Dugan Production Ccxp.

2 TownaWo 22 Worth Rtnaa 8 Wat NMPM 
SacSon 23 W2
Section 24 NE

460.00 NMNM 106300 
Effective Date 

12X11/2002 
Exptiiticn Data

HBP

100000000% Dugan Production C erp

3 Tnwmhln22 North RinratWM NMPM 
Sacllcn 10 E2.SW
Section 13 Al
8ectlon 14 Al
SacSon 15 N2.6W

2.240.00 NMNM 117562 
Effective Date 

03X11/2007 
Expiration Dais

HBP

100000000% Robert L. Bayleaa Producer lie

S Tt.aa.ahln 22 Worth Renat 4 HUat. H4IPM
ExpaneJetr Section 22 MV. W2NE.SENE

260.00 NMNM 109369 
Effective Date 

12X11/2002 
Expiration Date

HBP

100.000000% Robert L Baylaee Producer LLC

<
Expansion

ToamaMa 22 Worth Wanna « WaaLNMPM 
Section 15 SB

680.00 UNLEASED 100.000000% UNLEASED

Sacflon 22 HEME 
Section 22 £2 
Section 24 NtV

100.000000% USA - Al Pugan Production Corp 2 600000% Encana Ol A Gaa (USA) fee. 60.0)0000%
(12.5%) Dugan Production tap 50.000000%

t
i

100.00X00% USA-AI Dugan Production Carp 2.600000% Encana Ol 1 Gaa (USA) he.

i

SD.OpOOOO%
(12.5%) Dugan Production tap. 60.000000%

1(0.000000% USA-AI Bayfett Raichsa. LLC 7.500000% Encana Oil A Gaa (USA) he. 67.500000%

(12.5%) Robed L Bayfesa Producer, LLC 12.500000%
ii

100000000% U8A-AI Synergy Operating. LLC 7.600000% Encana Ol A Gaa (USA) fee.

!

i
87.600300%

(12.5%) Robed L Beyleee Producer, LLC 12.500000%

UNLEASED UNLEASED UNLEASED

i

« federal Tract* Totalling 6.120.00 acraaorOtJCTBTTtofUnPAiat
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Tract
Numb*

Daaertoflcn 
of Land

Numb*
oMem

Sarfal Numb* / Laaaor 
•ndExpbattonDafa 

oflmt ■imlklrat
•ad

Saalc Royalty and Parc antaga

OaaarMngfttyidty
and

^ganta^
Tht on and Gaa Laasa oumerafiipa dascribad In this aehsdida an Ifenltsd to tha stratigraphic aquhralant of tha Interval dascribad aa ttta Mancoa Sliala Group, Including tha ganatieilly rebtod rocka from 100 fact baton tha 

stratigraphic aqutnlaRt of tha lop of tha Maneoa Shalt (baa* of Mata Varda Group) to tha stratigraphic squlvalant of baaa of tba Oraanhom Lbnaatona at shown In tha DOUBLE OUGKT1 (API *30043200090000).

V/whtogtoMriaft
and

_— ^ -

STATE LANDS: NONE

£StatoTraetsTotoHlng^_^^^-^^_acrasorftOO%cfUnltAraa

PATENTED LANDS:

Town flip 22 North. Ram B Watt NMPM 
SocUort 11 NE

160.00 Maarten Oil 6 Gat Corporation
Bk 417/Pg, 23460 

EffectfraDMa
06/1612014

EzpkMon Data 
06/1612019

48.046611% Encana Of & Gaa (USA) Inc. 
Dugan Production Corp.

76.000000%
25.000000%

Marrton O* a Oca Corporation 
(20%)

Nona Encana 06 • Gaa (USA) he.
Dugan Production Carp.

75 000000% 
29.000000%

OonaU J. Manton Tntat,at at
Bk 417/Pg.21870 

ElfecthaData
09/1 S/2014

ExpMon Data 
08/1612019

36.431369% Encana Ot & 9«» (USA) he. 
Digan Production Ccrp.

76.000000%
25000000%

Donald i. Manton Dual, at to. 
(20%)

Nona Encana Ol l Oaa (USA) he.
Dugan Production Cerp.

76.000000%
26.000000%

LomaR. Harvty
Bk 417/Pg. 6613 

E/focOrsOCa 
04/14/2014 

ExpbadonOate 
04/14/2016

12 600000% Encana 06 & Gaa (USA) he. 
Ckean Production Corp.

75000000%
23.000000%

LemaR. Harvay 
(20%)

Nona Erewa Oi S Gaa (USA) Inc.
Dugan Production Cap

75.000000%
26.000000%

1 Pctantad Tract Totallina 160.00 acraa or X030303% of Urdt Area

ALLOTTED LANDS NONE

0 Altottad Tracts total) too • acraa or 0.00% of Unit Ana

Total Untt Acraa 6,280410

Foderal 5,120.00 86.068687%
Stata 04)000%

Patontad 1604)0 3.030303%
Altottad 0.0000%

Total UnR Acraa 6260.00 100.0000%
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