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FEDERAL f FEE EXPLORATORY LNIT

FEDERAL /' FEE ENPLORATORY UNITS LNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION OF THE

LA JARA MANCOS LUNIT AREA
COUNTY OF RIO ARRIBA STATE OF NEW MEXICO
NO. NMNM X

THIS AGREEMENT. entered inte as of the ___ day of
herein referred 16 as the “parmes hereto®

3017 by and berween the parties ssbscnbing. ranfyimg, or consenung hereto and

THIS AGREEMENT. 13 limuted wn applicabifiry to wetls containing @ lateral o7 laterals dniled. completed er recomplered s thas honzontal component of
the completion inierval extends a7 least one thousand foct (10007 in the obyective formanon (“Henzoneal Wellis 1"l All pre-cxisting and future vertical wells within
the Lot bourdary dnlled and completed in the Mancos Growp (see 3. UNITIZEL LAND AND UNITIZED SUBSTANCES ! ate excluded from this Agreemens.

WITNESSETH

WHEREAS. tie paries hereta are 1ne owners of working. royalty ar other o1l and gas interests i the 4241 Arcs subject 1o this agreenest and

WHEREAS. the Mineral Leasing Act of February 35 1920, 41 Siaiute 437, as amended 70 LS C, Secnon 15D ¢t seq., authonzes Federl [easees
and their represeniatives o unite with each other or gointly or separately wath others, in coliectvely adopting and operaling a unit plan of development or

cperations of any o1l and yas pool. feld. or hke area. or any pan whereef for the purpose of more properly conserving the natural rescurces thereal whengver
determined and cerizfied by the Secrezary of the Intenor 1o be teeessary or adwisable in the public mterest: and

WHEREAS. the Oil Conservation Division of the New Meuca Encryy and Mincrals Der t fer referved 1o as *Divisiam™, 15 anthorized by
an 3t od the Legislature iChapies 70 and 71 NM Sianes 1978 Annotated) 1o approve this agreement and the conservation provesians bereof: and

WHEREAS. the pamics hereio hold sufficient imerests in the Ls Jara Mancm Lnit Area covenng the land herminafier descnbed to give
reasenatly elfective control of operations therein and

WHEREAS, 1t u the purpose of the parties hereto to conserve natural resouites, prevemt waste, and secure other benefits obiamable through
development and operatzon of the area subject to this agreement under the terms, conditions, aml limuiatisns herem set forth

MGW. THEREFORE. in considerstion of the prermises and the promuses herein comatned, the paries herete commu 12 this agreement their respecnve
inferesis an the below «defined unit area, a apree severally amony themselves as follows.

1 ENABLING ACT AND REGULATIONS  The Acts afMarch 3. 1999 and of February 25. 1920, as amended, sepra. and all vakid pertinent regulations
including operatag and unit plan regul h fore 132ued th fer or valud, pertnent and reasonable regubations higreafier ssued therzunder are accepted and
niade a part of this agreement as 10 Federnl and Indian tust Jands, provided such regul: are not inc with the termns of this agreement: and as to non-Fedeml
and non-Indian trust lasds. the cdl and yas operating regulations in effect as of the effecuve dase hereof govermng dnlling and P i nperati nat 10

with the 1erms hereef o1 the laws of the State in whach the non-Federal land 1s located, are hereby accepted and made a pant of this agreement.

2 UNIT AREA. The followinyg described land 13 hereby desi { and rev

d a3 i the unst area.

Sce map atached bereto marked as Exhibil “A” 13 hereby designated and recognized as const:tuting the Eni Area containing.
1687858 acres tore oF less

Exhubrt "A" shows. m addition to 1be boundary of the un arca. the boundanes and identity of tracts and feases s 521 arca to the extent known to the Lnut
Opcraser  Exhibit "B® attached hereto is a schedule showsng (i the extent known 1o the Unit Operasor the acreape percertage. and kind el awnersnp of ol and gas
anterests i all lands in the unitatez. However nothing herein o1 in Exhibis "A” and B shall be construcd s a representation by any pariy bereteas to the ownership
efanyinterest cther than such snicrest or interests a3 are shown 1 the Exhibits as awned by such party  Exhiibits "A"and "B* shall be revised by the L rut Operator
whenever changes i the unit area or in the hip in the idividual 1Rcts reader such revision necessary. or when requested by the Authenzed officer
hereinaficr refemed 1o as "A0" and no fess than four (41 copres of the feviscd Exhabita shalt be filed with the propes Busequ of Lasnd Management office and one {1}
copy with ihe New Mexice Oil Conservanien Divigon of the Energy and Minerals Depanment. hereinatier referrcd to as "Division.”

The above-deseribed unit area shall. when pracucable. be gxpanded to inelude therein any add 1 lands wh such 1 deomod to be

neceasary of advisable 10 conform with the purpeses of 1his agreeinent. Suck evpanaion shatl be affecied in the following manner

@) LmiOperater on ity ¢wn motion fafler prelinunary concumence by the AQ, of on demand of the AO (after preliminary concumence by the
AQ) 1hall prepars 3 Nete of Preposed Expansicn describing ihe ¢ plated changes in the Bound ofthe uritarea the reasens therelor any plans for additicnal
dribog. ard the propesed effective date of the expansion, preferably the first day of 3 month subsequent te the date of setice

{5} Said notice shall be dedivered to the propes Bureaw of Land Management effice and copses thereof mailed 10 the lagt known addicas of cack working
interest owner. lessee and lessor whose \nierest are aifecied. advising that 30 days will be allowed for submission 16 the Lan Operier of any cbjections

€] Upon expiraticn of the 30-day period provided in the preceding iem th heseal Lmit Operator shall fite with the AD and the Division. cvidence of
bk of the Notice of Expansion and a copy of any obyecions theneta which bave been filed wish Unit Operator together with an apphcatien in trplicate_ fer approval
of such expansion: and with apprepriate joinders.

i) Adfter due consid ol all K the exp shall. upon approval by the AO, become effective as of the date prescnbed in the
nutice thereef or such other approptiate date

3. UNITIZED LAND AND UNITIZED SUBSTANCES  All fand now of hereafier itted to this ag shall tand referred 10 herein
as "unurzed fand” o1 "land subject 10 s agreement™  All ol and gas in ik Mancos Shale Fi i fudiny ily related rocks below the stangraphic

equivalen) ef the top of the Mancas Shak Formarzon {which i the basc of Point Lookout Sandstene of the Mesaverde Growt! 3t 3 measured depth of 6,824 feet down
1o tbe stratipraphic equivalent of e trase of the Mances Shale Formaron twhich is the top of the Dakota Sandstone | at 3 measurcd depth of §.586 feet 33 encountered
in the San Juan 29-1 Unit No. 24 well in the NE/A of Secnion B. Township 29 North, Range 4 West, N M P M {AP #20-039.22844), are uninzed under the terms of
thiy agreement and hereen are called "unitized substances™ {see type log attached as Exhibst "C™)

4 UNIT OPERATOR  Robert L Bayless. Producer LLC. hereby designated as Lnit Operator and by signature bereto 25 L'nit Operator agrees and
consents 16 aceep the dudies and vhhyancns of Uni Operator for the discevery, development, and productien of unitized substances as herem provided Whenever
feference 15 made hereun tothe Lnu Qperator. such reference means the Unit Operator acting in the capacity 3nd not as an owner of inferest in unitized substances. and
the tenm “werking interest ownes” whes used herein shall include or refer 10 Unit Operator 25 the owner of 2 working interest anly when such an interes: is owned by
1
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5 RESIGNATION OR REMOVAL OF LUNIT OPERATOR.  Lnit Operator shall kave the right 10 resign a1 any time prior to the establishmens of
untezed production or areas hereunder. bur such resignation shall not beceme effective so as ta release Unit Operator from the duties 3nd obligations of Unit Operator
and terminate L'na Operator's nghts a3 such for 4 period of 51 (6] months afler notice of intention 1 resign hag been served by Unit Operator on all waorkiny interest
owners and the AQ and the Division. and uatil all wells then drilled hereunder are placed th 3 sansfactory d for or aband whichever is
sequired by the AQ and the Divesion as to State lands unless a new Unit Operator shatl kave been selected and appraved and shall have taken over and assumed the
dutics and obligations of Lnin Operator priot 1o the expination of said penod.

Lnat Operater shall have the right ta resign in like maszer and subject 10 like hmsuations as above provided at any nme after a producing unis area
established hereunder 33 i ewstence. but in all iestances of resignanion or removal. uniil a successer Lnit Operator i3 selested and approved as hereinafier
provided. the workiny tnterest owners shall be jomily responsible fer performance of the duties of Lnit Operator. and ahall rot later than thiny 1305 days before
such resiy of remaoval b cffective appaint 3 common agent to represent them in any ation to be taken hercunder

The resignasion of Ln: Openater skall not refease Unit Operater teom any liability for any dedault by it hereunder occsmng prior ta the effective date of
its resipnation

The Unit Operator may. upon default or failute in the perf; of 1ts duties orobligations h der. be subject 1o removal by the sattse perentage volc
of the owners of working imerests as herein provided for the sclection of a new Unit Operasor. Such remaval shal) be ¢ffective upen netice thereol to the AQ

The resgnation or removal of Law Operater under this agreement shall not terminate its right, atle. of interest as the owner of 2 werking inferest or cther
interest in unstized subistances. but upea the resignation or removal of Unit Operator becoming effechive. such Lnit Operater shatl deliver pessession of all wells.
equipmett, maierialy, and appurtenances used in conducninyg the usit cperations I the newdy qualified successer Lnit Operator or 1o the common apent, if no such new

Lot Opemur ts selected. elected, 10 be nsed for the purpose of conducting unst operaticns hereundes. Nothiny hereis shall be construed a3 Iy | of any
uip or appur 3 needed for the preservation of any wells

6. SLCCESSOR L'NIT OPERATOR  Whenever the Lnit Operator shall tender his o s resipmasion as Unit Operator or shall be removed as hereinzbove
prowided, or 3 change of Lmit Operator as neyotiated by the werking interest owners, the owners of the working interests accerding 10 theit respective acreage interest
in all umstized fand shatl. purscani 10 the approval ef the parnes requirements af the umt operany agreement, sedéct 3 suwwcessor Unit Cperator. Such selection shall
nal become effecuve untl

{a;  aLna Operater so sefected shail accept in whiing the dutics and responsibilisies of {nit Operator. and
b1 1he seleenon shall kave been approved by the AO.
1 no successor Unit Operator 15 sclected and gualified as herein provided, the AD at their election may declare this unit agreement termunated.

7 ACCOLNTING PROVISIONS AND LNIT OPERATING AGREEMENT. If the Unit Operator ts not the sole owner of workny interests, costs and
expenses incwrn by Lnit Operator tv conducting uni eperanions hetcuider shall be paid and apportioned among and bome by the awner of worksag inferests. all i
fance with the ag ar ag entered into by and berween the Linit Operator and the owners of workany interests. whether one or more. sepanately or
colfectrvely  Any agreemen or ayreements entered into between the working interest owners and the | nit Operator s provided in this section. whether one or more.
are herein referred 10 as the Tumit operating agteement” Such unit operating agreement shall alya provide the manner m which the working interest owners shall be
enttiled to receive their respeetive proportionate and allocated share of the berefits accruimg bereto m cenformity with their und tyung leases.
or ather ideperdent contracts. and such other nights and obligations 44 between Unit Operator and the working mterest owners as may be a;r«d uwa by Unu Operator
ant she working inferest ewners. however. no such unit operatting aprecment shalk be deemed eizher 1o modify any of the w2y and h of this unit ag|
af ta relieve the L'nit Operator of any right or obligation established under this unit agreement. and in case of any 1ngonsstenty or conllict betw een this agreement and
the unit g ag this ag skall govern, Two copies of any unit operating ag ip 1o this section shall be filed in the proper

Bureau of Land \Iann;emenl officc and onc true copy with the Division prior to approval of this unit agreement.

B RIGHTS AND OBLIGATIONS OF LNIT OPERATOR . Exiept as otherwise specifically provided herein, the exclusive nght. pvibege, and duly uf
exercising any and all nphts of the panies herete which are neerssasry cor convenient lor prospecting dor, producing, storiny. a1l . and disirbuting the
substances are hereby delegmed to and shall be carreived by the Umit Operater as herein provided.  Acceptable evidence of title to s:nd nphis shall be deposited with
Unit Operater and. together with ting agreement. shall constitute and define the rights, privileges, and oblipations of Unit Operator  Nothing heresn, however, shall be
construed 1o transfer 1l 10 any fand o1 to any lease of operati ¥ il beiny und d that under this agreement the Lnit Operator. in s cagacay a3 Lo
Openter. skall exervine the rights of possession and use vesied in |h= partics bereto orly for the purpases herein specified

9 DRILLING TO DISCOVERY  Within six 163 months after the effective date kereof, the Lnit Operator shalt contmence to drill an adequate test well ata
location approved by the A, unfess on suh effective date a well is being drilled in confuntuey with e icrms bereof, and themeafler connnue such dnlling diligently untl 3
1000 feor honzonrat !axeral u the Mancos Shale Group has been tesied which ¢an be produced in paying quantidies ito=wic: quannnes sutficient 10 ey the cotts of
drilling. completing. and p ¢ op with 3 ble profit or the Lnit Operator shall at any nme establish o the satsfaction of the AQ, that further drifling of
wid well woubd be unwnmmenl or impracticable. provaded. however. that Unit Operator shall ol in any event be requited ta drilt saul weil 1o a measured depth in excess
af 19.50G feer. Unail the discovery of uitsted sabatances capable ofbeing produced in paying quareaics, the Umit Operator shall continue dnlling one wetl 21 a time. allowing
not mere than nm(l]ye:lr bctwttn the cornpl:nun ol ane well and the commencernent of dnilling operatons for the next well. unal 2 well capable of producing unitized

in paying 13 completed 1o the sansfaction of the AQ uniil it is reasonably proved that the uniiized fand is incapable of producing unitized substances
n paying quaniities i the fi drilled & det. Nothing in this section shall be deemed g0 limit the nght ul'lhc Lnit Operatar ta res:gn as provided in Section
5 hereof. or as requining L Operatet to commence of cuntinue any drilling duriny the period pemting such t g eflective in onjer to comply with
the requirements of ik sechon.

The AD may modify any of the dniling requiremenzs of this section by granting reasonable exicnsions of tne when. in thei opiuon, such action 18
warmarnted.

Upen fslure to comuence any well as provided for in this sectior within the tme allowed including any extension of nme granied by the AQ this agrecrment

will awtomareally termuinate Upon faiture to continue drilling diligentty any well ¢ i b der. the AQ may aﬂer fificen 1151 days notice 10 the Lnit
Operator. declase this uni agreement ierminated. The pastics to this agteement may not iniliste a reguest 1o vol ly ths ay durnp the fintax (6]
manths of i term nless at least one obligation well kas been drilled in sccosdance with the provisions of this section. The favlure 10 commence 3 well sebsequent 10
the dnlling of the instial shigation well. or in the case of maltiple well requi . if specified. subsequent 10 the drilling of those multiple wetls. as provided for in
this {these] sectionisl, within the ume allawed ihcluding any extension of time gramied by the AQ, shal] cause this agreemert 1o terminate automancatly. Upon failure
1u continue drilling dihigently any well other than the obligation wellis) ¢ d by der, the AQ may. afler 15 days nouce to the Unit Operator, declase s unit

d. Failure to drilling 1he initial obigation well, or the first al multiple obligaton wells, an tunc and 1o drill it diligently shall resutt in
lhe unit agreement approreat being declared mvalid ab initio by the AD  In the case of multiple well requi failure to ¢ e drilling the required multiple

wells beyond the first welk. and to drill them diligently. may resul in the unitay

app | being declared invalid ab inmio by the AG.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION.  Within twelve (12) masths after complenion of 2 well capable of producing usitized
substances in paying quantimies. the Unit Operator shall submii for the approval of the AQ, an acceptable plan of develop and op for the d tand which.
whea approved by the AQ and the Division. shall constinte the further dnliing and development obligations of the Unit Operator under this agreemen for the penod
specified tierein Thercafter. from ume to me before the expiration of any existing plan, the Unit Operator shall submut for the approval of the, AO. a plan for an
additional specified peniod for she development and operation of the unitized land. Subsequent plans should nesally be filed on a calendar year basis not later than

March 1 each yeat Ay propesed modificaion or additzon to 1he existing plan should be filed as 3 supplemest 1o the plan

ba
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Any plan subminied pursuant to this section shall provide for the timely exploration of the unitized area, zmd for the diligesst drelling neceniary for
determunanion of the area of arcas capzble of producing unitized substances in paying quantties. This plan shall be 33 complete and adequate as the AQ and iR

Divesion, may tabe y for timely pment and proper conservaiion of the oil and gas resources of the unitized ares and shatl

{a} specify the number and locations of any wells 10 be drilled and the propesed crder and time for such dnlling: and
(b] provide 3 summary of operations asul production far the previous year

Plans shall be medificd or supplememed when necessary to meet changed conditions of 1o protect the 1rtesests of all pacties 15 thrs agreemeni. Reasonabie
dibigence stall be excrersed in complying with the obligarions of the approved plan of development and operation. The AG and 1he Diviston are authosized 1o grane 3
reasenable extension of the 12-month period herein prescritred tor submission of 2 initial plan of development and on cperation whers such hon s Justsfied because
af unusual condinions or circumstances

Afler completion of 2 we!l capable of producing unitized substances in payiny quantities, no further wells, except such as may neceasary lo afford protection
agans! operaticns o under this agreemens and sch as may be specifically approved by the AO and the Davision shall be dnlled except in accordance with an
approved plan of development and operaion

I1 ALLOCATION OF PRODLCTION Al unitized substances produced under this agreement. except any part therecf uscd i conformty with good
operating practices within the amitized area for driliing, operatisy, and other production ar development purposes, c1 for Tepressuning or tecycling in accordance with
a plan aof develepment sad operations that has been approved by the AQ. o1 unavaidably lest shall be deemed 1o be preduced equally on an acreage basis from the
asvesai trawes wf umnzed fand. unieased Federal and Indian drust land. 18 any. Each such tract shall have allocated 10 3t such percentage of s31d production as the numbes
of acres of such tract bears 10 the total acres of unitized tand. unleased Federad and Indian trust land. if any. There skalt be allocated 1o the working mterest ownerts!
of each tract ef usitized land. in addition. such pereentage of the preduction anributable 10 the unleased Federal and Indian trust land within the gstized area as the
nurtiber of acres of such unusized tract included in said unitized area bears 6o the t1a) 3cres of unitized land in said unczed asea, for the payment ol the compensatery
royalty specriied in section 15 of this agreement.  Allocaton of production hereunder for purpasey other i Jor setilement ef the royalty. overiding royalty, of
payment cut of produchen obligations of the respeetive working interest owners, including D y royalty obliga: under section | %, shall be preschbed as
361 forth in the unit operating agreement of 33 otherwise mutually agreed by the #ffectcd parties.

13 ROYALTY SETTLEMENT. The U'nited States and any royahy owner wha is entiled to1ake in kind a share of the substances naw wnitized hereunder
shali kereatier be entitled to the right te ke m kind its share of the uninzed substances, and Unit Opesater. of the working interest gwncr i case ef the operahen efa
well by a worksnry Loierest awner 25 herein provided for in speciad eases, shall make deliveries of such toyalty shase taken in kind 10 conformity with the applicable
contracts. laws. ard regulations. Settlement for royalty wicrest vt taken in kind shal be made by warking inicrest owners responsible therefore under exssting
contracts, [aws and regulations. or by the Luit Operator on or before the last day of cach month for unitized substances produced duning the preceding calendar
menth, provided, however that aothig s this section shall operae to eelicve the responsible paries of amy fand from their respective lease oblipations for
the payment of any royalties duc under thew leases.

I as obtained from tands not subject 1o this apreement is inmoduced inte the unst area hereunder. for use in ¢ P ing fatien of prod
o1 increauny ulenate recovery in conformity with a plan of deveiopment and cperaticn approved by the AQ and the Division, a like amount of pas. after
sehlement as herein provided for any gas transferred from any other area and with appropriate deduction for loss from any cause, may be wnhdrawn fom the
formation into which the gas is miroduced. royalty free as to dry yas. bt not as 10 any products which say be extracted therefrom; provided that such withdrawal
shalt be at such ime as may be provided in the approved plan ef deve cpment and operaign of 8 may otherwise b consented 1o by the AO, and the Divesion as
fomiing te geod petrol 1 g practice, and provided further, that such right of withdrawat shafl on the termi of thin Umat Ag

Rayalty due on Unsted States and Indzan trust lamds shalt be computed as provided in 30 CFR Group 200 and pad in value or delivered 1o kind as

to all unizzed substances on the basis of the therenf all d 10 unitized land as provided in Section 1] at the rates specaified in the respective leasc,
ar at such other Ate ¢r rtes as may be authorized by taw or regulation and appraved by the AQ; provided. that for leases on which the royalty rats depends o
the daily average producticn per well. said averape production shall be d ined in accond with the operating regu as though she umitized arca werea

single comohidated lease

13 RENTAL SETTLEMENT  Reatal or minimesn royaltics due on leases commitied hereto shall be paid by appropriate working inferest owness undes
exisany contracts, Bws. sad regutations. pravaded that nathing heroin contained shall operate 1o relieve e lessees of amy land from thess Tespective lease oiligations
for the paymeni of any rental o rmmmume rovalty due under their leases. Rental or mmimum rayalty for lands of the Uaned States and [ndian troyt lands subject 1o
s agrecment skiall be paid at the mate speeificd m the respective leases from the Lnited States, and [adian trust lands. unless such rental of sunsmum 1ayally 18 warved.
suspendel. of reduced by low or by approval of the Secretary or his dully suthorized represeniative.

With respect 10 any lease on non-federl or nea-ladian trust land containiny provisions which would tenminate ssch lease untess drlling operatiens ase

commenced upen the land covered thereby within ihie tinie therein specified or renals are paid for the privilege of defernng suck drilling the reacals d
theredy shall. notwithstanding any other proviston of this agreement. be deermed 1o acerue and become payable donng the term thereof as extended by this agreement
andt unnl the required dnlling op are ed upon the land cavered thereby, or unhl the uait area establishes production

14 CONSERVATION Opentions hereunder and production of unitized substances shall be conducted 16 pravade for the most econamcal and clficient
feqavery of said substances without waste s ¢efined by or pursuant wo State or Federal aw of regulation,

12 DRAINAGE The Lan Opesater shall take such measutcs as the AQ deems appropnate and adequste 1o prevent dranage of univized substances lor
umitized fand by wells on dand ot subject 10 thay apteement. which shall inctude the driltisg of protective wells and which may include the payment of a fan and
ble comp y Teyadry, as 4 d by the AQ.

16 LEASES AND CONTRACTS CONFORMED AND EXTENDED  The terms. condutions. and prcvisiins ol all leases. subleases. and othct coniracls
relating to expleration. dnlling, developanent. or operatien for oil or gas on tands committed so this agreement are kereby expiessly modificd and amended ta the extent
neceasary o make the $aime conform ta the provisiens hercof, bus otherwise 10 remain in full force and effcet- and the pariies hereio hereby consent thay ithe Scerctary
a3 te Fedesal. cach by his appraval hesesl, ot by the appioval hereof by kis duly authorizd represcentative. shalf and does hereby establish, alter, chanye. of revoke the
drilling. producing. rental minimum royally. and royahy requirements of Federal, State committed hereto and the regulations in respect thereto (¢ conform said
requirements 10 the provis:ons of ths agreement. and, withowl limting the g lity of the Ik g. 8l Icases, subl and are particsbarly modificd in
accordance with the follawiny:

13} The development and cperation of lands subject to this agreement under the terms hereol shall be deemed full performance ef all obhyganons for
development and operation with respect to cach and every separaiely owned trict subject 1o this apreement. repardless af whethet there (s any development of any
particular tract of this ynie apea.

by Dnihing and preducing opetations performed hereunder upon any fract of wnitized lands will be accepted and deemed to be performed upon and for
the benefit of each and every tract of unitized land. and ro lease shall be deemed ta expire by reason of failure 10 &rill er produce wells siated om the land thepein
embraced

{b)  Suspension of drilling or producing opersiions on afl unitzed lands pursuant ta direction ar consent of the AQ or his duly authonzed represenianve

shall be deemed ta constituie such suspension pursuani 10 such direetion er consent as to each and every trct of unitized Yand. A susy of dniling or p ¥
operations limied 1o specified Jands shall be spplicable only to such lands

idy Each lease, sublease or contract relating 10 the esplorstion. drilling. development. or operation for o or gas of lands other than those of the United
States commitied 10 this agreement which, by 1ts 1ems mghs exprire prict to the inasion of this ag 1§ hereby ted beyond any such 1emms so provided
therein sa that 1 shall be conhinued 1n fall force aed effeet for and dunng the term of this agmement.

La Jara Mancos Agreemens
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(el Any Federa! bease commtted bereio skall continge in foree beyond the term so provided therein or by baw a3 1o the land committed so long as such
lease remauns subyect heredo, provided that a well capable f produciion of umitized substances in payiny quastitics 18 cstablished in paying quantizies under this uznit
agteement prior tuthe expiration date of the 1em of such lease. o in the eventactual drilliryg operaticns are commenced on unitized land, n accordance with provisions
of this agreemesy. prior 1o the ¢nd of the prunary term of such lease and are being ditigenily prosecuted at that time. such Federa lease shall be extended for two
years. and 50 lony thereadter as oil or yas is produced in payiny quastitics i accordance with the provisions of the Act of February 25, 1920, as amended. Any Indian
lease ined hereta shall in force beyond the 1erm so provided therein or by law as o the land committed so long as such lease remains subject hereto,
previded that prod of Uninzed Sub n maying quantitics is established under this Umis A pricr fo the expiration dare of the term of such lcase and
such lease shall be extended for si fong thereafier as oil or gas is produced in paying quastities in accordance with the pirevisions of the acts goversng the leasing of
Endian Jands

1F) Each sublcase o7 ¢ontract wlating o the operticn and d P ol'unitized substances from kands of the U'nited States commutted (o Bhis agreement.
whick By tis termms wou'dl expite prior to the time a1 which the undesiying lease. 1 extended hy the :mmediately preceding paragraph. will expire. is hereby exteaded
beyond any such term so pravided therem so that i shall be cominued in full faree 3nd cffect for and denng the term of the under! ying lcasc as such term is hesein
exiended.

(g The segregation of any Fedenal lease commined ta thus aproercnt 1s governed by the following prevision i tie found paragraph of Section 17 y}ef
the Mineral Leasing Act. as amended by the Act of Sepiember 2, 1960, 174 521 TRI1-7845 (30 U.S.C 226 emii “Any (Federal! lease h fore of hereafes 4
taany such (Linxt| plan embracing Fands that aze in part within and in pan cutside 1he arca cavered bry any such plan shall be seyrpaicd into scparaie leases 23 to the
fands committed and the lands not commined s of the cifective date of uamznon. Provided. hewever that any such lease as ta nan-urunzed pertion shal
ronunue in farce and eficct for the term thercol, bul tor Nt less than hen years from the date of such sep and s0 long thereafier 35 ol ©f yas is produced i
paying Guannies.”

17 COVENANTS RUN WITH LAND. The cavenants herein shatl be construed 16 be covenants running with the land with respect fothe interests of the
pamies hereto and theis succeasors in interest uniil this agreement 1enninates. and any grant. transfer or conveyance of interest 1n fand or lease subjeci herero shali be
and hereby s cond d upon the prion of 3l pnvileges and obligations hereunder by the pranice transfcree. or other succeasor in Intesest. No assiganicnt or
teanster of any working inseresy, 1ayalty, of other inferest subject hereto shall be binding wpon Lni Operater until the firsl day of the calendas menth afier Lt Operater
13 furished with the criyinal. pheto static, or cerified copry of the instiumesd or irarsfer

16 EFFECTIVEDATE AND TERM  This agreement shal! beceme eflec tive when approved by the AQ and shall autemarically tesunate five (5) years
from sa1d effective duie unless:

‘al  Lpon application by the Unit Gperator such date of expiranon is extended by the AQ or

bl wis by & ined priee to the expiration of the fixed ferms or any extension thereof that the wmtized fand is incapable of prduction of
unisized substances i paying quaniities in the formations wested hercunder, and after notice of intention 10 terminate this agreement an such ground 1 given by the Lai
Operater to all parties in interest at their last known add this ag s d, with 3pp elfthe AQ or

fck  a valusble dt y uFunnized subs In payieg q fes has been made ar accepted on uninzed [and during said initsal term or any extension

thereof. in which event this agreement skall remain in effect for such tcrm and so lang thereafer a3 unitized substances can be produced as to Federal or Indian trust
lards and are being produced as ta Siate lands in quanutics sufficient 1o pay for the cost of preducing sarmc frsm wells on umtized land. Should productisn ecase 3nd
diligent drllng or re-warking cperaiions 10 restore production or new produclion ate not in progfess or reworking within sixty 1601 days and production 13 not sestored
of shouht new production not be obtainied in paying quantities on commured lands within thes umit area, this g will cally cifective the last
day of the month i which the last uniuzed production occucred or

(d}  11es vol ik; inated as provided in this agreement Except s noted herein this agreement may be terminated at any time priar 1o the discovery
of unitized substances which can be produced in paying quanitics by not less than 78 per centum, on ah acreape basis, of the working 1crest owners signasary herete
with the spproval of the AO. The U'nit Operatar shall give sotice of any such approval 1o 3ll pares hereto Voluntary termunanon may net occur during the first i
61 months of this agreemens wileds 3¢ beast one obligahien well shali have bees dntled i conformance with Section 9

19 RATE OF PROSPECTING, DEVELOPMENT. AND PROBUCTION The AQ is Bereby vested with authority to alter or modify from rime to ime.
in his discrenion, the quantity and rate of production under ths agrecmens when such quantity and raic aex not fined pursuant to Federal or State law. or do nct
conform to any State-wide volunmry corservation o allocation prog which 18 Whshed, rocogmazed. and  penenaliy adhered 1a by the mayenty of
operators insuch Stace. The above authaniry is hereby linmted 10 aliezsuen o modifications which ase in the public interest  The publie infcres! to be served and 1he
purpase thereof musi be s1ated i the ordes of alteration or medificaion. Withowt regard ta the feregeing. the AQ is atsa hereby vested with authorty ta alter or modify
from ume 1o 1ime 10 his discretion. the rate of prospecting and development and the quantity and rate of prod wrder this ap) when such at o

modification 18 1 the inlerest of attaimng the conservanon sbjectives stated n this agreement and 33 ol in viclation of any applicable Federal or State law

Pawers in thas section veted i the A0 shall only be exertised alter notier to Lnit Operator and oppariunsty for heanng 1o be held not fess than 15 dam
from notice

20 APPEARANCES. Lmit Operators shall. afler notice ta orher panies allected. have the nghl 1o appear for ard on behalf of any and all iterest alfected
hereby before the Department of the Interior and the Division and ta appeal frem orders wssued under the regulations of said Depanmest and the Division &1 1o spply
for relief from any of said I of In any p lings relative W operations before the Deparment and the Division or any other legally consnmted
authenty: provided. however. that any other interested party shatl alsa have the right a1 ity awn expense 10 be heard 1n any such proceeding.

21 NOTICES. Al notices. demands. or statements sequired hercunder to be piven or rendered 1o the pantics herero shall be in writing and shall be
persorally dedivered ta the pany of panics. or seni by postpad registered or certified masl, 10 the bast keown, address of the party ar panies.

12. NO WAIVER OF CERTAIN RIGHTS  Nothing ined in ths ag shall be d as a waiver by any party hereio of the nght w assen
any teyal of constitulicnal nght or desense 33 101he validity or invalutsty of any law of the State whete unitized Lands ate located. or of the United States, of sepulations
issued thereunder v any way 3fieciibg such party. or as a waiver by any sech party ofany nght beyond fus or 1s amthonty ta waive.

23 UNAVOIDABLE DELAY  All obliy: under thss ag tequinng the Lnit Operator to commence or continue drilling. or ko operate en. or
produce unitized substances. fom any of the lands covered by rhis agreement, shall be suspended while the Unit Operater, despite the cacrcise of due care and diligence.
is prevented fiom complying with such obligauons, in whol¢ o w part, by sinkes. acts of God, Feveral, Stakc, ot municipal law er agencies, unavoulable &

uncentrollable delays in transperation. inabality to obain necessary mateniats of squipment in open matket. or other masters beyond the reasonable contiel of the Unit
Operator whether simzlar 10 matters heren enumerated or net.

24 NONDISCRIMINATION Inconnection with the pesformance of work under this agreement the Umt Operator agrees tocamply with all the provisions
of Section 20241110 (7} inclusive of Executive Order 11236 (30 F R. 123594 as amended which are hereby incorperated by reference in thus agreement

25 LOSSOF TITLE  ln the event ttle to any tract of uninized fand shall fa:1 and the true owner cannot be induced 10 join in this unit agrecment such
tract shall be ally reganded 23 not « J hereto, and there shall be such readjustment of future casis and benefits 33 may be required on account of the
fess of such aule In the cvent ofa dispute as to title 1o any rayally sorking interest. of other interests subrect thereto, payment or delivery on account thereof may be
withtield without lisbility for nterest unnl the dispute 18 finally settled: provided, that as to Federal and State jands er leases. nc payments of funds due the
United States should be wihheld, but such funds shall be deposited as dircetcd by the AQ. ta be held as uneamed money pending firal scnlement of the ttle
dispute. and then applied as eamed ot returned m sccerdance with suck fisal scrtlement

Un#1 Operator as such is relieved fiom any resporsibahty for any delect or faibure of any title kereunder

Ea Jars Mancas Agreemens
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26 NON-JOINDER AND SUBSEQUENT JOINDER Ifthe owner of any substassial intezess in & bt wathin the uait azea fails or refuses to subscribe or
consent 10 this agreement, the ewner of the working interes: 1 that 1ract may withdraw the tract from thes agrecment by whitten notice delivered 1o the proper Bureau
ef Land Managenwes offce, the Division. and the Uit Operator prior 1o the appraval of this agreement ny the AQ  Any oil or gas mterests in lands within the uny
ated vol cemmitied kereto price 1o final approval may theseaficr be commmitied heseto by the owner or owners therea! subseribing of corsenting to this agreement
and. 1f the nterest @ a wosking interest, by the owner of such interest only subacribing 10 the unit operating apreement.

After o s are d h der. the tight ef subsequent joinder. a3 provided in this section. by a wotking interest owner 13 subject to such
requirements Gr appravaltal. if any. penaining to such joinder. as may be provided for in the unit operating aprcement. Alter final approval hercof. joinder by a non-
working interest owner must be consented to in wating by the working interest owner d herete and responsible for the pay of any benefits that wuay
segre heroustdes wbchall of such non-werking interess. A non-waorking 1ntcrest may not be itted ta this umsr unless the ponding werking mnterest
15 commiziert heresa Jewnder tathe unia agrement by a working méerest awner. a1 any time. mus be accompanicd by appropnate joinder 1o the unil cperating agreement
in order for the interest 1o be regarded as ¢ d ta this a Exaceptas may otherwise herein be provided, subsequent joinders ta this apreement shall
be ¢ffective as of the date of the filing with the AQ and the Diviton of duly executed counterparts of afl o any papers necessary to cstablish effective comatment
of any interes andfor tract o this agreement.

27 COLNTERPARTS This agreement may be executed in any number of couateepans. na one of which needs la be executed by all panies. or may be
ranfied or d 10 by sep wn writing specifically refernng hereto and akall be binding upon all those panties who have executed such a counterpan,
ratification. or coasent hereto with the same force and effoct as sTall such parties had signed the same document and regardiess of whether or not st 1s executed by al§
other partses owning or clainuny an intcrest in the lamds wuhin the above-described st arca.

2R SURRENDER  Nothing i this apreement shall prohibit the exercise by any working interest owner e the right to surrender vested in such pary by
any lease. subl o of [T as toall or any part of the latuls covered thereby. provided that each party who wisl or mighe acquire such working interest
Ly such surrendes or by forferture as hereatier set forth, 13 bound by the terms of this apreesment

1T as a resuis el any such surrender. the werking interest rights 28 to such lands beceme vested m any pany other than the fee ownes of the amtized
substances. sa:d party may ferfen such rghts and further benelits from operation hereunder as to said land 10 the party next in the chan of ttde who shall be and become
the owner af such working interest.

I as 2 resubt of any such surender or feaferture werking interest nphis become vested in the fee owner of the unitized substances. such owner
may
and the usit ing ag: s or

{3/ accept those wosking witerest nghts subject 1o this

(b1 leasc 1he portion of such land subject to this agreement and the unit operating agreement, or
ict provide for the tndependent operatien of asy pant of such fand,

If the fee owner of the unitized substances docs not aceep! the warking interest rghts subject to this agreesment and the unit operatisg agreement of lease
such lands as above provided within sit 161 months after the surrender or forfeited working interest rights becorse vested inthe fee owner: ihe bencfits and obligations
of operations accraing to such lamds under this agrcement and the uni operating aygrecment shall be shared by the remaming owners of unizzed working snierests in

rdance with their nesy wirking interest ownerships. and such ow ners of working inferests shall conpensate the fee owner of unutzed substances i such
lands by paying sems equal i the rentads. mimmum royalties, and rayaliies spplicable 1o such lands under the bease in effect when the lands were unitized

An appropnate accounting amd sertlement shall be mrade for all bemefils accruing 10 or pay amt expenditures made or i d on behalf of such
surrendered or forfested working imerest suineq to the date of der or forfe and payment of any menwes Tound to be owing by such an zecounting shalk
be made as between the pasties withan sty (30 Hays.

The exereise of any rght vested in 2 working interest ownet 1o reassign such waorkiny imerest 10 the party from whem obtained shall be subject 10 the same
conditzons as sct Jorth i this section i regard 1o the evercise of a nght 1o surrender.

29 TAXES. The working smesest owners shatl render and pay for their sccount and the account of the royalty awners all valid taves on or measured by
the unmzed substances 1nand under or that may be produced, gathered and scbd fiom the land covered by tbss agreement afier i effective dite. or upon the
proceedy derived therefrom. The working soterest owners on each tract shall and may chatge the proper propertion of said t3xcs 10 royalty owners having wnterest 1n
said tract. and may cusrently retain and deduct a suficient ameunt of the unitized substances or denvative preducts, of net proceeds thereol. from the allocased share
of cach royalty owner 1o secure reimbursemert fof the taxes so paid. No such axes skall be chasped ta the Lanted States or the State of New Menico or to any lessor
whe has a cantract warh bus lessee which requires the lessee 10 pay such taxes.

30, NO PARTNERSHIP 11 15 expressly agreed st the refation of the partzes hereto is what of independert contractors and nothing contained 1n ks
agrecment, cxpressed or implicd. nor any cperations ¢onducicd hereunder, shall create or be deemed 10 have creased a parnership o1 association between the pamies
hetete or any of them.

J1 SURFACE AND ENVIRONMENTAL PROTECTION STIPULATIONS. Nothing in this ayreement shall mu:!sl"y o clun;: cither the speczal Federal

lease wiputavons relating o sutface manapement of such special Federal lease supulanons relaung 1o surfice and cnv P 3 d 10 and
made apart ef. Qi and Gas Leases covering bands within the Uit Area
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IN WITNESS WHEREOF . the parties hereio have caused 1hs agreement tobe execuied and have set opposite their respective names the date ef execution

Robert . Bayless. Producer LLE

By

Roben L. Bayless. Jr
Executive Manager

Daie of Exccutron

Address 621 £ Strect, Suite 2306
Denver. CO RO219

STATE OF )
la.
1

COUNTY OF

Lhe toregotng nstrument was acknowledyed before me on this day of 2017,

Robent |, Bavigss, Jr as Exceutive Manguer  of _ROBERT L. BAYLESS, PRODUCER LLC,

{Seal 1T any)

Tule {and Rank)

My commussian expires:

La Jara Mancos Agreemens
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EXHIBIT C

La Jara Mancos Unit
Type Log
San Juan 29-4 Unit 24
NE Section 8
T29N - R4W
Rio Arriba County
New Mexico

APt No. 30-039-22844

By G Cceryell &-31-2017
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United States Department of the Interior =2

BUREAU OF LAND MANAGEMENT TAKE PRIDE"
Farmington Field Office INAMERICA
6251 College Blvd. Suite A
Farmingtan, New Mexico 87402

www.nm.blm.gov
IN REPLY REFER TO
La Jara Mancos Unit
NMNM136440X

November 20, 2017

Mr. John Thomas

Robert L. Bayless, Producer LLC
P. 0. Box 168

Farmington, NM 87499

Reference is made to your request for the designation of 10,878.58 acres, more or less, in Rio Asriba County,
New Mexico as logically subject 10 exploration and development under unitization provisions of the Mineral
Leasing Acts for Federal Lands. Pursuant to unitization regulations under 43 CFR Part 3180, the lands requested,
as outlined on your piat marked Exhibit *A' and dated 10/25/2017 for the La Jara Mancos Unit is hereby
designated as a logical unit area. Your proposed use of the modified form for Federa] and patented lands and for a
single formation unit area will be accepted. This exploratory unit will unitize the Mancos Shale only within the
vertical limits defined in type log shown as Exhibit C from San Juan 29-4 #24 well (30-039-22844) in your
geologic report in the application. If conditions are such that further modification of said form is deemed
necessary, two copies of the proposed modifications with appropriate justification must be submitied to this
office for preliminary approval.

The unit agreemenl to be submitted for the area designated above will provide for the initial obligation well to be
a Mancos horizontal lateral which will develop the Mancos Shale Group within the defined vertical limits.

In the absence of any other type of land requiring special provisions or of any objections not now apparent, a duly
executed agreement identical with said form will be approved if submitted in an approvable status within a
reasonable period of lime. However, notice is hereby given that the right is reserved 10 deny approval of any
executed agreement submitted that, in our opinion, does not have the full commitment of sufficient lands to
afford effective control of operations in the unit area.

Please include the latest status of all acreage when the executed agreement is submitted for final approval. The
format of the sample exhibits altached to the model unit agreement (43 CFR 31 86.1) should be followed closely in
the preparation of Exhibits A and B. A minimum of Four (4) copies of the executed agreement should be
submitted with your request for final approval. If you require additional executed copies of the agreement for
further distribution, please increase the number of copies accordingly.

If you have questions regarding the above unit, please contact me at (505) 564-7740 or jhewit@blm.gov.

Sincerely,

Yo Mot

Joe Hewitt,
Geologist, Petroleun Mgt Team

EXHIBIT 3
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Affidavit of Publication

State of New Mexico
County of Rio Arriba
I, Robert Trapp, being first duly sworn,
daciare and say | am the publisher of the Rio
Granda SUN, a weekly nawspaper publishad in
the English language and having a gansral circu-
lation in the County of Rio Arriba, State of Naw
Mexico, and being a nawspapar duly qualifiad to
publish legal notices and advertisements under
Publisher's Bill the provisions of Chaptsr 167 of the Sassion
Laws of 1937. The publication, a copy of which is
hereto attached, was published in said paper
once each week for
i ati £ 0
—a4S fines one time at £170.10 |__consacutive weaks and on the same day
lines times at of each week in the regular issue of the paper
during the time of publication and the notice was
published in the newspaper proper, and not in any

Affidavit $5.00 supplemant. The first publication being on the
L day of |

and the last publication on t;je _ 11 dayot

Subtotal $ 1540 ‘ \ payment for said

advertisament has been duly made, or assessad
as court costs. The undersigned has personal

Tax $15.U5 knowledge of the matters and things set forth in
this affidavit.
Total $190.15
ek

" Blblisher

Subscribed and sworn to before me this _\\
Payment received at Rio Grande SUN  day of lan_ AD._ A0

Date Sﬁn\my\j 9. Jog

( By&@—:ﬁ - ) ) Ty

! 4 ) MARIA Y LOPEZ-GARCIA

EXHIBIT 6

State of New Myxic




STATE OF
NEW MEXICO
ENERGY, MINERALS
AND NATURAL
RESOURCES
DEPARTMENT OiL
CONSERVATION
DIVISION
SANTA FE,

NEW MEXICO
NOTICE: HILCORP EN-
ERGY COMPANY, GENE
GRUBITZ 1Il, TRUSTEE
OF THE GENE GRU-
BITZ I TRUST, RF
PARTNERS, NUEVIDA
RESOURCES, L.C, BAY-
LESS GRANDGHIL-
DREN LLC. JOHN T
SCHALK, TRUSTEE OF
THE SCHALK FAMILY
LEGACY TRUST, JOHN
T. SCHALK, TRUSTEE

OF THE JOHN TRUST
JOHN T. SCHALK
TRUSTEE OF THE
SUSAN TRUST, GEO-
EXPLORATION INC.,
SOUTHLAND ROYALTY
COMPANY LLG, LOGO
RESOURCES, LLC, WPX
ENERGY PRODUCTION,
LLC, DUGAN PRODUC-
TION CORPORATION
KERR-MCGEE OIL &
GAS ONSHORE LP,
HAROLD POOL, UN-
KNOWN HE{RS OR DE-
VISEES OF M A,
ROMERO, DECEASED,
JABCO, LLP, JAC-
QUELINE M. HARRISON,
TRUSTEE OF THE
LANGDON D. HARRIS-
ON REVOCABLE
TRUST, XAN WILLIAMS
TRUSTEES OF THE
RUTH ZIMMERMAN
TRUST, RIC ARRIBA
LIMITED PARTNERSHI®,
ROY G. BARTON, SR
AND ROY G. BARTON,
JR., TRUSTEES OF THE
OPAL BARTON REVOC-
ABLE TRUST, TINNIN
FAMILY PROPERTIES X,
LLC, TINMIL LLC,
MELINDA ARCHULETA
MOON, TRUSTEE OF
THE RQOSE ARCHU-
LETA-TRUJILLO LIVING
TAUST, ANDREA
LUCERO, ARLIE F.
WALKER, KAREN F
WALKER, RACHEL A.
WALKER, ELEANOR
GLADIOLA TRUJILLO,
GENEVIEVE RINERSON,
MANUEL FERRAN,
DEVERE CARROLL MY-
ER, TRUSTEE OF THE
CARRAOLL D. MYER RE-
VOCABLE TRUST,
GREGORY F. MYER,
CLASSICAL GAS & OIL
LLC, GYPSUM SPRINGS
LLC, PETROLEUM RE-
SOURCES MANAGE-
MENT CORPORATION,
NATHAN D. MYER,
JOAN E. HIRD, CAR-
AOLL D. MYER I, BUR-
EAU OF LAND MANAGE-
MENT, SFT, LCC, SAN
JUAN BASIN PROPER-
TIES LLC, CROSS TIM-
BEAS ENERGY LLC,
ROMERO FAMILY LIM-
ITED PARTNERSHIP,
CRITCHFIELD SANTA
FE LLC, SAN JUAN
BASIN PROPERTIES
LLC, RO ARRIBA HOLD-
INGS LLC, RICHARD
WILLIAM SIMMS, BAR-
BARA SIMMS, DONALD
W. SCHUTZ AND MARY
S. SCHUTZ, CO-TRUST-
EES OF THE DONALD
AND MARY SCHUTZ
TRUST, JICARILLA OIL
AND GAS ADMINISTRA-
TION, JICARILLA
AGENCY, BUREAU OF

T Ny Arraioe

INUIAN mArfrAINne,
BLACK HILLS GAS RE-
SOURCES INC., HIL-
CCRP SAN JUAN, LP,
XTO ENERGY INC.,
DAVID WILLIAMS, MAR-
CIA HOLLEY WILLIAMS,
DAVID R. BUTER, MARY
ANN SUTER, TOMMY L.
SPAINKLE, SHARON C.
SPRINKLE, CRAIG H,
SLUETZ, SHIRLEY T.
SLUETZ, RG" “EY FIEL.
GAYLA KIEL Yy H.
CAMPBELL, MARY D.
CAMPBELL, GUY R.
CAMPBELL, JR. COM-
PANY
ROBERT L. BAYLESS,
PRAODUCER, LLC,
hwreby gives noiice pur-
suant to law and the
RAules and Regulations of
tha Division of the folfow-
ing public hearing o held
at 8:15 A.M. on January
25, 2018, in the Ol Con-
sarvation Division Hear-
ing Room at 1220 South
St. Francis Drive, Santa
Fe, New Mexico, belore
an examiner duly appoin-
ted for the hearing. You
are not required to attend
this hearing, but as a min-
eral interest ownar within
the proposed Unit or an
olisetting operator or in-
terest owners, you may
appaear and present testi-
mony. Failure to appear
at that time and become
party of record will pre-
clude you from chalien-
ging the matter at a later
date before the Division.
Parties desiring to ap-
pear in this case ara re-
yuired by Division Rule
19.15.4.13 NNM.A.C. to
file a pre-hearing state-
ment on or before 5:00
p.m. on the Thursday pre-
ceding the scheduled
hearing date. Tha pra-
hearing statement must
be filed at the Division's
Santa Fe office at the
above specified address
and an additicnal copy
provided to my office. The
pre-hearing statement
must include: the names
of the party and its attor-
neys; g concise state-
ment of the party's posi-
tion in the matter; the
names of all witnesses
the party will call to testity
at the hearing; the ap-
proximate time the party
will nead to present its
case; and identification of
any procedural matters
that are tc be resolved
prior to the hearing. If you
have any questions about
this matter, please con-

tact: Carson Ayan LLC
{Elizabeth A. Ryan) at
bath@carsonryan.com oF
575-291-7606.

CASE NO. 15946 AP-
PLICATION OF ROBERT
L. BAYLESS, PRODU-
CER LLC FOR
APPROVAL OF LA JARA
MANCOS UNIT, CRE-
ATION OF A NEW POOL
FOR HORIZONTAL DE-
VELOPMENT WITHIN
THE UNIT AREA, AND
FOR ALLOWANCE OF
660 FOOT SETBACKS
FROM THE EXTERIOR
OF THE PROPOSED
UNIT, AIG ARAIBA
COUNTY, NEW MEXICO.
Applicamt seeks approval
for its La Jara Mancos
Unit consisting of
10,878.58 acres, mare or
less,

of federal and fee (ands
situated in ait or parts of
Sections 1-2, 11-14, and
20-24, 25-29 and Section
32 of Township 29 North,
Aange 4 West, NM.P.M.,
Rio Arriba County, New
Mexico. The Unitized tn-
terval inclodes all farma-
tions from the top of the
Mancos Shale Formation
to the

base of the Mancos Shale
Formation. In addition,
Applicant seeks an order
creating a new pool

for haorizontal wells which
would extand from the top
of the Mancos Shale
Formation to the base
of the Mancos Shale
Formation within the pro-
posed Unit Area that will
allow for horizontal gas
development with 860
foat sathacks from the ex-
terior of the proposed Unit
boundary and with no
interngl satbacks. The
subject acreage is ap-
proximately five miles
north af Fruitland, New
Mexico.

(Published January 11,
2018)



Robert L. Bayless, Producer LLC

Post Office Box 168 621 Seventeenth Street, Suite 2300

2700 N. Farmington Avenue Bldg F, Suite 1 Deanver, Colorado 80293

Farmington, New Mexico 87499

505-326-2659 office 303-296-9900 office

505-326-6911 fax 303-296-0753 fax
October 24, 2017

Originals filed in triplicate via Federal Express

Bureau of Land Management
New Mexico State Qffice
Attn: James Glover

301 Dinosaur Trail

Santa Fe, New Mexico 87508

Originals filed in triplicate via hand delivery
Bureau of Land Management

Farmington Field Office

Attn: Joe Hewitt

6251 College Blvd., Suite A

Farmington, NM 87402

Dear Messrs. Glover and Hewitt:

In accordance with Section 39 of the Mineral Leasing Act and the Bureau of Land Management’s
(BLM) regulations at 43 C.F.R. §§ 5103.4-4 and 3165.1, Robert L. Bayless, Producer LLC (“Bayless™)
requests a suspension of operations and production for federal lease NMNM-18321 (~Lease™), effective
as of October 1, 2017. Bayless is the assignee of 100% of the record title interest in the Lease. On
October 12, 2017, an Assignment of Record Title Interest in a Lease for Oil and Gas or Geothermal
Resource was filed with the BLM New Mexico and received by Cynthia Marquez. In this assignment,
SFT LLC assigned its entire 100% record title interest in the Lease to Bayless. This assignment is
pending BLM’s approval.

Contemporaneously with this request, Bayless has submitted an Application for Permit to Drill
(APD) for a well on the Lease. Bayless requests a suspension of operations and production for the Lease
while the BLM prepares environmental analysis on the APD as required by the National Environmental
Policy Act of 1969 (NEPA) and to accommodate a timing stipulation that prohibits drilling operations on
the Lease between November | and March 1. By Bayless’ calculation, the primary term of the Lease will
expire on or about November 29, 2017. The environmental analysis required by NEPA may not be
prepared, and the APD may not be approved, in time for Bayless to commence actual drilling operations
on the Lease before its primary term expires. Moreover, even once the APD is approved, Bayless may be
unable to commence operations because of the timing stipulation. Therefore, Bayless respectfutly
requests that the BLM grant a suspension of operations and production for the Lease until BLM approves
the APD or until expiration of the timing stipulation in 2018, whichever is later.

EXHIBIT 7



October 24, 2017
Page 2

The requested suspension of operations and production is in the interest of conservation and, thus,
appropriate under the terms of the Mineral Leasing Act and its implementing reguiations. 30 U.S.C.
§ 209 (2016); 43 C.F.R. § 3103.4-4(b) (2016); Savey Energy, L.P., 178 IBLA 313, 322 (2010); Harvey E.
Yates Co., 156 IBLA 100, 105 (2001): River Gas Corp. et al., 149 IBLA 239, 245 (1999); BLM Manual,
3160-10.2.21.A.1, 3160-10.2.21.B.1. (Rel. 3-150, 3/13/1987): see also BLM Manual, 3160-10, Appendix
I (describing the BLM’s authority to grant a suspension of operations and production pursuant to Section
39 of the Mineral Leasing Act during the preparation of NEPA analysis). The Assistant Solicitor of the
Department of the Interior and a reviewing federal court have determined that a suspension of operations
and production should be approved “in all cases, where the preparation of an environmental impact
statement or other environmental studies is required . . . and thus assure the lessee that he will receive an
extension comparable to the peried during which operations are prohibited and thus not be deprived of
any of the development period Congress has granted him.” Copper Vallev Machine Works, Inc. v.
Andrus. 653 F.2d 595, 600 n.7 (D.C. Cir. 1980) (emphasis added) (citing Solicitor’s Opinion).

The requested suspension of operations and production would toll the running of the term of the
Lease and effectively add the period of suspension to the primary term of the Lease. 30 U.5.C. § 209
(2016); 43 C.F.R. § 3103.4-4(b) (2016). In accordance with Section 39 of the Mineral Leasing Act, 30
U.S.C. § 209, and 43 C.F.R. § 3103.4-4(d), Bayless also requests a suspension of annual rental and
minimum royalty payments during the period of suspension of operations and production on the Lease.
Additionally, Bayless requests the suspension of operations and production be dated effective as of
October 1, 2017. See 43 C.F.R. § 3165.1; BLM Manual 3160-10—Suspension of Operations and/or
Production, § 3160-10.3.31.C.1 (Rel. 3-150, 3/13/1987).

As required, this request is executed by all parties seeking the suspension of operations and
production. The assignor of the Lease, SFT LLC, has ratified this request below.

Your consideration and approval of this request is appreciated. If you have questions or require

any additional information, piease contact the undersigned at 505-326-2659 or notices@rlbayless.com.

Sincerely,
Robert L. Bayless, Producer LLC

Vel e

Kevin H McCord
Lead Manager, Property & Operations

SFTLLC

f@z@ Lhot—

Claudia Short
Agent
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After printing this labei:

1. Use the ‘Prinl’ bulton on this page to print your label to your laser or inkjet printer.

2. Fold the printed page along the horizontal line.

3. Place latiel in shipping pouch and affix it to your shipment so that the barcode portion of the label can be read and scanned,

Warning Use only the printed original label for shipping. Using a photocopy of this label for shipping purposes is fraudulent and could
result in addiional billing charges. along with the cancellation of your FedEx account number.

Use of this system constitules your agreement {o the service conditions in the current FedEx Service Guide, available on

fedex.com FedEx will nat be responsible for any claim in excess of $100 per package, whether the result of loss, damage, delay, non-
delivery,misdelivery,or misinformation, unless you declare a higher value, pay an additional charge, document your actual loss and file a
timely ctaim Limitations found in the curent FedEx Service Guide apply. Your right to recover from FedEx for any loss, including intrinsic
valug of the package, loss of sales, income interest, profit, attorney’s fees, costs, and athar forms of damage whether direct,
incidental,consequential, or special is limited to the greater of $100 or the authorized declared value, Recovery cannot exceed aciual
documented loss.Maximurn for iterms of extraordinary value is $1,000, e.g. jewelry, precious metals, negofiable instruments and other
items listed in our ServiceGuide. Written claims must be filed within strict fime limits, see current FedEx Service Guide.,

https://www.fedex.com/shipping/html/en//PrintIFrame.html 10/24/2017



Fedtx

December 13,2017

Dear Customer:

The following is the proof-of-delivery for tracking number 770579781679.

Delivery Information:

Status: Delivered Delivered to: Receptionist/Front Desk
Signed for by: R.DURAN Delivery locetion: 301 DINOSAUR TRAIL,

SANTA FE, NM 87508
Service type: FedEx First Overnight Delivery date: Oct 27, 2017 08:59
Special Handling: Deliver Weekday

el ¢ FadE x FedE x Fodl x FedlE < Ferlf x Fadf
".' FedE x FedE x FedE x FadE x FedE « Fed s

Shipping Information:

Tracking number: 770579781679 Ship date: Oct 26, 2017
Waight: 0.5 |bs/0.2 kg

Recipient: Shipper:

James Glover John Thomas

Bureau of Land Management ROBERT L. BAYLESS

301 Dinosaur Trail 2700 Farmington Ave. Bldg F Ste 1

SANTA FE, NM 87508 US FARMINGTON, NM 87401 US

Reference NMNM18321

Thank you for choosing FedEx.



Robert L. Bayless, Producer LLC

Post Office Box 168

2700 Farmingten Avenue, Building F Suite 1 621 Sevenleenth Street, Suite 2300
Farmington, Mew Mexico 87499 Denver, Colorado 80293
505-326-2559 303-296-9500
505-326-6911 Fax Fax 303-286-0753

December 21, 2017

Originals filed in triplicate via Fedex
Bureau of Land Management

New Mexico State Office

Aftn: James Glover

301 Dinosaur Trail

Santa Fe, New Mexico 87508

Originals filed in triplicate via hand delivery
Bureau of Land Management

Farmington Field Office

Attn: Joe Hewitt

6251 College Blvd., Suite A

Farmington, NM 87402

Dear Messrs. Glover and Hewitt:

This letter follows a request for a suspension of operations and production submitted by Robert
L. Bayless, Producer LLC (*Bayless™) and dated October 24, 2017. Bayless requested a suspension of
operations and production for federal lcase NMNM-18321 (“Lease™), effective as of December 1, 2017,
in accordance with Section 39 of the Mineral Leasing Act and the Bureau of Land Management’s
(BLM) regulations at 43 C.F.R. §§ 3103.4-4 and 3165.1. Bayless requested this suspension to allow the
BLM to prepare environmental analysis on a pending Application for Permit to Drill (APD) for a well
on the Lease as required by the National Environmental Policy Act of 1969 (NEPA) and to
accommodate a timing stipulation that prohibits drilling operations on the Lease between November 1
and March 1. To Bayless’ knowledge, the BLM has not approved or denied the suspension request.

With this letter, Bayless now notifies the BLM that its APD for a well on the Lease was
approved on December 7, 2017. Nonetheless, Bayless continues to require the requested suspension of
operations and production because a timing stipulation currently prohibits Bayless from commencing
drilling operations on the Lease. Specifically, a timing stipulation prohibits drilling operations on the
Lease between November 1 and March 1. Therefore, Bayless hereby notifies the BLM that it continues
to maintain its request for a suspension of operations and production for the Lease until March 1, 2018,
when the timing stipulation expires.

4418379.1



December 21, 2017
Page 2

Bayless” continued request for a suspension of operations and production is in the interest of
conservation and, thus, appropriate under the terms of the Mineral Leasing Act and its implementing
regulations. Bayless submitted its APD to the BLM in Octaber, before the timing limitation began.
BLM processed the APD and performed the analysis required by NEPA before it approved the APD in
December. Now that the BLM has approved the APD, however, Bayless is unable 1o access the Lease.
The BLM’s delay in approving the APD while it prepared the requisite NEPA analysis, causing the
BLM to approve the APD in December when Bayless was precluded from commencing drilling
operations, justifies a suspension. 30 U.S.C. § 209 (2016): 43 C.F.R. § 3103.4-4(b) (2016); Savoy
Energy, L.P., 178 IBLA 313, 322 (2010); Harvey E. Yates Co., 156 IBLA 100, 105 (2001); River Gas
Corp. et al., 149 IBLA 239, 245 (1999); BLM Manual, 3160-10.2.21.A.1, 3160-10.2.21.B.1. (Rel. 3-
150, 3/13/1987); see also BLM Manual, 3160-10, Appendix 1 (describing the BLMs authority to grant
a suspension of operations and production pursuant to Section 39 of the Mineral Leasing Act during the
preparation of NEPA analysis). Therefore, Bayless® requested suspension continues to be in the interest
of conservation.

Additionally, Bayless notifies the BLM that it now holds 100% of the record title interest in the
Lease. On October 12, 2017, an Assignment of Record Title Interest in a Lease for Oil and Gas or
Geothermal Resources was filed with the BLM New Mexico State Office. In this assignment, SFT LLC
assigned its entire 100% record title interest in the Lease to Bayless. The BLM approved this
assignment on December 11, 2017, which was effective on November 1, 2017. The approval of the
assignment does not affect Bayless’ suspension request because Bayless requested the suspension
together with SFT LLC; nonetheless, Bayless notifies the BLM of the changed record title interest as a
courtesy.

Bayless appreciates the BLM’s continued consideration its suspension request. If you have
questions or require any additional information, please contact the undersigned at 505-326-2659 or
notices@rlbayless.com.

Sincerely,

Robe: L. Bayless, Prodéuiﬁc

evin H McCord
Lead Manager, Property & Operations
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Aftar printing this label:

1. Use the ‘Print’ buttan on this page to print your label to your laser or inkjet printer.

2. Fold the printed page along the horizontat line.

3. Place label in shipping pouch and affix it to your shipment sa that the barcode portion of the label can be read and scanned.

Warning Use only the printed onginal label for shipping. Using a photocopy of this label for shipping purposes is fraudulent and could
resull in additional billing charges, along with the cancellation of your FedEx account number

Use of this system constilutes your agreement to the service conditions in the current FedEx Service Guide, available on
fedex.com.FedEx will not be respansible for any claim in excess of $100 per package, whether the result of loss, damage, delay, non-
delivery,misdelivery,or misinformation, unless you declare a higher value, pay an additional charge, decument your actual foss and file a
timely claim.Limitations found in the cument FedEx Service Guide apply. Your right ta recover from FedEx for any loss, including intrinsic
value of the package, loss of sales, income interest, profit, attomey's fees, costs, and other forms of damage whether direct,
incidental,consequential. or special is limited to the greater of $100 er the authorized declared value. Recovery cannot exceed aclual
documented loss.Maximum for items of extraordinary value is $1,000, e.g. jewelry, precious metals, negotiable instruments and other
items listed in our ServiceGuide. Written claims must be filed within strict time limits, see current FedEx Service Guide.

https://www.fedex.com/shipping/html/en//Print[Frame.html 12/21/2017



Helen Tru'!illo

From:
Sent:
To:
Subject:

TrackingUpdates@fedex.com
Friday, December 22, 2017 10:44 AM
Helen Trujillo

FedEx B{% 77106272145381%4

AR ER
BERST 771062721453

il BEEM
Thu, 12/21/2017 Fri, 12/22/2017 10:41
Kevin McCord .

ROBERT L. BAYLESS
FARMINGTON, MM 87401
us

James Glover

BLM NM State Office
301 DINOSAUR TRL
SANTA FE, NM 87508
us
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Ri&: BExEIK - 12/22/2017 10 41

AM EUWIA - J BOWDEN

$HEBE: NMNM 18321
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MD 6824

;.J Robert L. Baylass, Producer LLC

TEXHIBIT 8

La Jara Mancos Unit
Type Log
San Juan 29-4 Unit 24
NE Section 8
T29N - R4W
Rio Arriba County
New Mexico

API No. 30-039-22844

By G Caryell 8:31-2017
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Paint Lookout Sandstone

TOP MANCOS SHALE

s Gallup

(Red)

Juana Lopez
(Cyan}

= Greenhorn (Structural Datum)
= (Graneros

TOP DAKOTA SANDSTONE
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