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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION DIVISION

APPLICATION OF MANZANO LLC FOR APPROVAL OF THE VINDICATOR
CANYON STATE EXPLORATORY UNIT, LEA COUNTY, NEW MEXICO.

CASE NO. 21463

AFFIDAVIT OF NICK C. McCLELLAND, LANDMAN

Nick C. McClelland, being of lawful age and duly sworn, states the following:

1. My name is Nick C. McClelland and I am employed by Manzano, LLC
(“Manzano™) as a Landman. Thave previously testified before the New Mexico Oil Conservation
Division as an expeit witness in petroleum land matters and my credentials have been accepted by
the Division and made a matter of record.

2 I am the landman responsible for the formation of the proposed unit, familiar with
the application filed by Manzano in this matter and the status of the lands in the subject area.

gl Since this application seeks approval of a voluntary unit, I do not expect any
opposition at the hearing.

4. Manzano seeks an order approving the Vindicator Canyon State Exploratory Unit,
a voluntary unit consisting of the following 6,000 acres of State lands situated in Lea County:

TOWNSHIP 17 SOUTH, RANGE 36 EAST, N.M.P.M.

Section 14: SW/4
Section 15; ALL
Section 20: W/2
Section 23: S8/2, NW/4
Section 26: ALL
Section 27: ALL
Section 28: ALL
Section 29: ALL
Section 30: E/2
Section 31: E/2 NE/4
Section 32: N/2, SW/4
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Section 33: NE/4
Section 34: E/2 E/2
Section 35: ALL

St Manzano is the designated operator for the proposed unit, and the unitized interval
is the Canyon formation at the stratigraphic equivalent interval between 11,678 feet and 12,202
feet as found on the sonic log for the Deep Sparkling Muddler 15 State #1 well (API No. 30-025-
22194) in Section 15, Township 17 South, Range 36 East, N.M.P.M., Lea County, New Mexico.

6. Manzano Exhibit A-1 is a copy of the proposed Unit Agreement with Exhibits A,
B and C. It conforms with the state exploratory unit form.

7. Exhibit A to the Unit Agreement outlines the boundary of the Unit Area in blue and
identifies in yellow the tracts of state land in which working is committed to the Unit. There are
23 tracts of state lands, and currently 23 of those tracts have working interest committed to the
Unit,

8. Exhibit B to the Unit Agreement shows the ownership breakdown by tract for the
committed and uncommitted working interest in the Unit Area. Manzano owns 21.522663% of
the working interest in the proposed unit area. More than 96.75% of the working interest in the
state acreage is currently committed to the proposed Unit. An undivided 3.25% working interest
remains uncommitted to the proposed Unit. The “Uncommitted Working Interest” is listed at the
end of Exhibit B to the Unit Agreement. Manzano has sought the ratification of all overriding
royalty interest owners to the Unit Agreement. Overriding royalty interest owners who do not
ratify the Unit Agreement will be paid their interest on a lease basis.

9. Exhibit C to the Unit Agreement is the Schedule of Tract Participation for the 23

tracts of state lands commiited to the Unit.




10.  Manzano has met with the New Mexico State Land Office regarding the proposed
unitized area and Unit Agreement. Manzano Exhibit A-2 is a copy of the preliminary approval
letter from the New Mexico State Land Office in support of the proposed unitized area and Unit
Agreement.

11.  As reflected in the State Land Office preliminary approval letter, the initial
obligation well is the Vindicator 15 No. 1 well, a horizontal well currently dedicated to the E/2
W/2 of Section 15 (APINo. 30-025-46513) and completed in the WC-025 G-09 S172315C; Upper
Penn Pool (98333). Upon approval of the Unit, this well will be renamed the Vindicator Canyon
State Unit 15 CNLC #3H.

12. The effective date of the Unit will be February 21, 2020, which is the first date of
production from the existing Vindicator 15 No. 1 well.

13.  Manzano is required by the Unit Agreement and the State Land Office preliminary
approval letter to spud a second obligation well in the unitized area prior to January 2, 2021.

14,  Manzano Exhibits A-~1 through A-2 were prepared by me or compiled under my
direction from company business records.

FURTHER AFFIANT SAYETH NAUGHT




STATE OF NEW MEXICO

COUNTY OF CHAVES

NICK C. MCCLELLAND

SUBSCRIBED and SWORN to before me this M’Hvday of @;&Q&ZOZO by

Nick C. McClelland.

NOTARY PUBLIC
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STATE EXPLORATORY UNIT
UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
VINDICATOR CANYON STATE EXPLORATORY UNIT AREA
LEA COUNTY, NEW MEXICO

NO.

THIS AGREEMENT, entered into as of the Februan day of 21st 2020, by and
between the parties subscribing, ratifying, or consenting hereto, and herein referred to as the "parties hereto";

WITNESSETH:

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

WHEREAS, the Commissioner of Public Lands of the State of New Mexico (“Commissioner”) is authorized by an Act ofthe Legislature
(NMSA 1978, §§19-10-45, 19-10-46, as amended) to consent to or approve this Agreement or operation of State Lands under agreements made by
lessees of State Land jointly or severally with other lessees where such agreements provide for the unit operation or development of part or all of
any oil or gas pool, field, or area; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is authorized by an Act of the Legislature (NMSA 1978,
§19-10-47, as amended) to amend with the approval of lessee, evidenced by the lessee’s execution of such agreement or otherwise, any oil and gas
lease embracing State Lands so that the length of the term of said lease may coincide with the term of such agreements for the unit operation and
development of part or all of any oil or gas pool, field or area; and

WHEREAS, the Oil Conservation Division of the Energy, Minerals and Natural Resources Department of the State of New Mexico
(hereinafter referred to as "Division", is authorized by an act of the Legislature (NMSA 1978, §70-2-1 et seq., as amended) to approve this
Agreement and the conservation provisions hereof; and

WHEREAS, the parties hereto hold sufficient interests in the Vindicator Canyon State Exploratory Unit covering the land hereinafter
described to give reasonably effective control of operations therein; and

WHEREAS, it is the purpose of the parties hereto to conserve natural resources, prevent waste, and secure other benefits obtainable
through development and operation of the area subject to this Agreement under the terms, conditions, and limitations herein set forth;

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

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

Township 17 South, Range 36 East, N.M.P.M.
Section 14: SW/4
Section 15: ALL
Section 20: ALEW/2
Section 2 ALL
Seetion-22:-Akl-
Section 23: S/2, NW/4
Section 26: ALL
Section 27: ALL
Section 28: ALL
Section 29: ALL
Section 30: E/2
Section 31: E/2NE/4
Section 32: N/2, SW/4
Section 33: NE/4
Section 34: E2E/2
Section 35: ALL

Containing 7.6,000.00 total acres, more or less.

Exhibit "A" attached hereto is a map showing the unit area and the boundaries and identity of tracts and leases in said 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 the unit areca. However, nothing herein or in said schedule or map 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 on said map or schedule
as owned by such party. Exhibits “A” and “B” shall be revised by the Unit Operator whenever changes in ownership in the unit area render such
revisions necessary or when requested by the Commissioner of Public Lands, hereinafier referred to as “Commissioner”, or the Oil Conservation
Division, hereinafter referred to as “Division”.



All land committed to this Agreement shall constitute land referred to herein as "Unitized Land" or "land subject to this Agreement”.

2. UNITIZED SUBSTANCES, All oil, gas, natural gasoline, and associated fluid hydrocarbons in the Canyon formation, the correl ative
interval of which is identified as the stratigraphic equivalent of the interval between 11,678 feet and 12,202 feet as found on the sonic log for the
Deep Sparkling Muddler 15 State #1 well (API No. 30-025-22194) located 600 feet FSL and 1,980 feet FEL of Section 15, Township 17 South,
Range 36 East, N.M.P.M., Lea County, New Mexico, of the Unitized Land are unitized under the terms of this Agreement and herein are called
"Unitized Substances”.

3. UNIT OPERATOR. Manzano, LLC, with an address of 300 W. Second Street, Roswell, NM 88203, is hereby designated as Unit
Operator and by signature hereto commits to this Agreement all interest in Unitized Substances vested in it as set forth in Exhibit “B”, and agrees
and consents to accept the duties and obligations of Unit Operator for the discovery, development, and production of Unitized Substances as herein
provided. Whenever reference is made herein to the Unit Operator, such reference means the Unit Operator acting in the capacity and not as an
owner of interest in Unitized Substances, and the term "working interest owner" when used herein shall include or refer to Unit Operator as the
owner of a working interest only when such an interest is owned by it.

4. RESIGNATIONS OR REMOVAL OF UNIT OPERATOR. Unit Operator shall have the right to resign at any time, but such
resignation shall not become effective until a successor Unit Operator has been selected and approved in the manner provided for in Section 5 of
this Agreement. The resignation of Unit Operator shall not release Unit Operator from any liability for any default by it hereunder occurring prior
to the effective date of its resignation.

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

The resignation or removal of Unit Operator under this Agreement shall not terminate its right, title, or interest as the owner of a working
interest or other interest in Unitized Substances, but upon the resignation or removal of Unit Operator becoming effective, such Unit Operator shall
deliver possession of all equipment, materials, and appurtenances used in conducting the unit operations and owned by the working interest owners
to the new duly qualified successor Unit Operator, or to the owners thereof if no such new Unit Operator is 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.

5. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall tender its resignation as Unit Operator or shall be removed as
hereinabove provided, the owners of the working interests according to their respective acreage interest in all Unitized Land shall by a majority
vote select a successor Unit Operator; provided that, if a majority but less than seventy-five percent (75%) of the working interests qualified to vote
is owned by one party to this Agreement, a concurring vote of sufficient additional parties, so as to constitute in the aggregate not less than seventy-
five percent (75%) of the total working interests, shall be required to select a new operator. Such selection shall not become effective until (a) a
Unit Operator so selected shall accept in writing the duties and responsibilities of Unit Operator, and (b) the selection shall have been approved by
the Land Commissioner. If no successor Unit Operator is selected and qualified as herein provided, the Commissioner at his election, with notice
to the Division, may declare this Unit Agreement terminated.

6. ACCOUNTING PROVISIONS, The Unit Operator shall pay in the first instance all costs and expenses incurred in conducting unit
operations hereunder, and such costs and expenses and the working interest benefits accruing hereunder shall be apportioned among the owners of
the unitized working interests in accordance an operating agreement entered into by and between the Unit Operator and the owners of such interests,
whether one or more, separately or collectively. Any agreement or agreements entered into between the working interest owners and the Unit
Operator as provided in this section, whether one or more, shall herein be referred to as the "Unit Operating Agreement” or “UOA”. Such Unit
Operating Agreement shall also provide the manner in which the working interest owners shall be entitled to receive their respective proportionate
and allocated share of the benefits accruing hereto in conformity with their underlying operating agreements, leases, or other independent contracts,
and such other rights and obligations as between Unit Operator and the working interest owners as may be agreed upon by Unit Operator and the
working interest owners; however, the UOA shall not be deemed either to modify any of the terms and conditions of this Unit Agreement or to
relieve the Unit Operator of any right or obligation established under this Unit Agreement, and in case of any inconsistency or conflict between this
Agreement and the Unit Operating Agreement, this Unit Agreement shall prevail.

7. 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 hercto 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 hercin, however, shall be construed to transfer title to any land or to any lease or
operating agreement, it being understood that under this Agreement the Unit Operator, in its capacity as Unit Operator, shall exercise the rights of
possession and use vested in the parties hereto only for the purposes herein specified.

8. DRILLING TO DISCOVERY. The Unit Operator shall, within-sixtv-(60) days-afier the-effective date of this-Agreement on or before
January 2% 2021, commence operations upon an-adequate testa second obligation well for oil and gas upon some part of the lands embraced within
the Unit Area and shall drill said well with due diligence to a depth sufTicient to attain the top of the Canyon formation or to such a depth as Unitized
Substances shall be discovered in paying quantities at a lesser depth or until it shall, in the opinion of Unit Operator, be determined that the further
drilling of said well shall be unwarranted or impracticable; provided, however, that Unit Operator shall not, in any event, be required to drill said
well to a depth in excess of the base of the Canyon formation or 12,202 feet, whichever is deeper. Until a discovery of a deposit of Unitized
Substances capable of being produced in paying quantities (to wit: quantities sufficient to repay the costs of drilling and producing operations with
a reasonable profit) Unit Operator shall continue drilling diligently, one well at a time, allowing not more than six months between the completion
of one well and the beginning of the next well, until a well capable of producing Unitized Substances in paying quantities is completed to the



satisfaction of the Commissioner or until it is reasonably proven to the satisfaction of the Unit Operator that the Unitized Land is incapable of
producing Unitized Substances in paying quantities in the formation drilled hereunder.

Any well commenced prior to the effective date of this Agreement upon the Unit Area and drilled to the depth provided herein for the
drilling of an initial test well shall be considered as complying with the drilling requirements hereof with respect to the initial well. but shall not be
considered as complyving with the drilling of the second oblication well. The Commissioner may modify the drilling requirements of this section
by granting reasonable extensions of time when in his opinion such action is warranted. Upon failure to comply with the drilling provisions of this
article the Commissioner may, after reasonable notice to the Unit Operator and each working interest owner, lessee and lessor at their last known
addresses, declare this Unit Agreement terminated, and all rights privileges and obligations granted and assumed by this Unit Agreement shall cease
and terminate as of such date.

9. OBLIGATIONS OF UNIT OPERATOR AFTER DISCOVERY OF UNITIZED SUBSTANCES. Should Unitized Substances in
paying quantities be discovered upon the Unit Area, the Unit Operator shall on or before six months from the time of the completion of the initial
discovery well and within thirty days after the expiration of each twelve months period thereafter, file a report with the Commissioner and Division
of the status of the development of the unit area and the development contemplated for the following twelve months period.

It is understood that one of the main considerations for the approval of this Agreement by the Commissioner of Public Lands is to
secure the orderly development of the Unitized Lands in accordance with good conservation practices so as to obtain the greatest ultimate recovery
of Unitized Substances.

After discovery of Unitized Substances in paying quantities, Unit Operator shall proceed with diligence to reasonably develop the
Unitized Area as a reasonably prudent operator would develop such area under the same or similar circumstances.

If the Unit Operator should fail to comply with the above covenant for reasonable development this Agreement may be terminated by
the Commissioner as to all lands of the State of New Mexico embracing undeveloped regular well spacing or proration units, but in such event,
the basis of participation by the working interest owners shall remain the same as if this Agreement had not been terminated as to such lands;
provided, however, the Commissioner shall give notice to the Unit Operator and the lessees of record in the manner prescribed by (NMSA 1978,
§19-10-20), of intention to cancel on account of any alleged breach of said covenant for reasonable development and any decision entered
thereunder shall be subject to appeal in the manner prescribed by (NMSA 1978, §19-10-23), and, provided further, in any event the Unit Operator
shall be given a reasonable opportunity after a final determination within which to remedy any default, failing in which this Agreement shall be
terminated as to all lands of the State of New Mexico embracing undeveloped regular well spacing or proration units.

Notwithstanding any of the provisions of this Agreement to the contrary, all undeveloped regular well spacing or proration unit tracts
within the unit boundaries shall be automatically eliminated from this Agreement and shall no longer be a part of the unit or be further subject to
the terms of this Agreement unless at the expiration of five (5) years after the first day of the month following the effective date of this Agreement
diligent drilling operations are in progress on said tracts.

10. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable of producing Unitized Substances in paying quantities
the owners of working interests shall participate in the production therefrom and in all other producing wells which may be drilled pursuant hereto
in the proportions that their respective leasehold interests covered hereby on an acreage basis bears to the total number of acres committed to this
Unit Agreement, and such Unitized Substances shall be deemed to have been produced from the respective leasehold interests participating therein.
For the purpose of determining any benefits accruing under this Agreement and the distribution of the royalties payable to the State of New Mexico
and other lessors, each separate lease shall have allocated to it such percentage of said production as the number of acres in each lease respectively
committed to this Agreement bears to the total number of acres committed hereto.

Notwithstanding any provisions contained herein to the contrary, each working interest owner shall have the right to take such owner's
proportionate share of the Unitized Substances in kind or to personally sell or dispose of the same, and nothing herein contained shall be considered
as giving or granting to the Unit Operator the right to sell or otherwise dispose of the proportionate share of any working interest owner without
specific authorization from time to time so to do.

11. ALLOCATION OF PRODUCTION. All Unitized Substances produced from each tract in the Unitized Area established under this
Agreement, except any part thereof used for production or development purposes hereunder, or unavoidably lost, shall be deemed to be produced
equally on an acreage basis from the several tracts of the Unitized Land, and for the purpose of determining any benefits that accrue on an acreage
basis, each such tract shall have allocated to it such percentage of said production as its area bears to the entire Unitized Area. It is hereby agreed
that production of Unitized Substances from the Unitized Area shall be allocated as provided herein, regardless of whether any wells are drilled on
any particular tracts of said Unitized Area.

12. PAYMENT OF RENTALS, ROYALTIES, AND OVERRIDING ROYALTIES. All rentals due to the State of New Mexico shall
be paid by the respective lease owners in accordance with the terms of their leases.

All royalties due to the State of New Mexico under the terms of the leases committed to this Agreement shall be computed and paid on
the basis of all Unitized Substances allocated to the respective leases committed hereto; provided, however, the State shall be entitled to take in
kind its share of the Unitized Substances allocated to the respective leases, and in such case the Unit Operator shall make deliveries of such royalty
share in accordance with the terms of the respective leases.

All rentals, if any, due under any leases embracing lands other than the State of New Mexico, shall be paid by the respective lease
owners in accordance with the terms of their leases and all royalties due under the terms of any such leases shall be paid on the basis of all Unitized
Substances allocated to the respective leases committed hereto.



If the Unit Operator introduces gas obtained from sources other than the Unitized Substances into any producing formation for the
purpose of repressuring, stimulating or increasing the ultimate recovery of Unitized Substances therefrom, a like amount of gas, if available, with
due allowance for loss or depletion from any cause may be withdrawn from the formation into which the gas was introduced royalty free as to dry
gas but not as to the products extracted therefrom; provided, that such withdrawal shall be at such time as may be provided in a plan of operation
consented to by the Commissioner and approved by the Division is conforming to good petroleum engineering practices; and provided further, that
such right of withdrawal shall terminate on the termination of this Unit Agreement.

If any lease committed hereto is burdened with an overriding royalty, payment out of production or other charge in addition to the usual
royalty, the owner of each such lease shall bear and assume the same out of the Unitized Substances allocated to the lands embraced in each such
lease as provided herein.

13. LEASES AND CONTRACTS CONFORMED AND EXTENDED INSOFAR AS THEY APPLY TO LANDS WITHIN THE
UNITIZED AREA. The terms, conditions and provisions of all leases, subleases, operating agreements and other contracts relating to the
exploration, drilling development or operation for oil or gas of the lands committed to this Agreement, shall as of the effective date hereof, be and
the same are hereby expressty modified and amended insofar as they apply to lands within the Unitized Area to the extent necessary to make the
same conform to the provisions hereof and so that the tespective terms of said leases and agreements will be extended insofar as necessary to
coincide with the terms of this Agreement and the approval of this Agreement by the Commissioner and the respective lessors and lessees shall be
effective to conform the provisions and extend the terms of each such lease as to lands within the Unitized Area to the provisions and terms of this
Agreement; but otherwise to remain in full force and effect. Each lease committed to this Agreement, insofar as it applies to lands within the
Unitized Area, shall continue in force beyond the term provided therein as long as this Agreement remains in effect, provided, drilling operations
upon the initial test well provided for herein shall have been commenced or said well is in the process of being drilled by the Unit Operator prior
to the expiration of the shortest term lease committed to this Agreement. Termination of this Agreement shall not affect any lease which pursuant
to the terms thereof or any applicable laws would continue in full force and effect thereafter. The commencement, completion, continued operation
or production on each of the leasehold interests committed to this Agreement and operations or production pursuant to this Agreement shall be
deemed to be operations upon and production from each leasehold interest committed hereto and there shall be no obligation on the part of the Unit
Operator or any of the owners of the respective leasehold interests committed hereto to drill offset to wells as between the leasehold interests
committed to this Agreement, except as provided in Section 9 hereof.

Any lease embracing lands of the State of New Mexico of which only a portion is committed hereto shall be segregated as to the portion
committed and as to the portion not committed and the terms of such leases shall apply separately as two separate leases as to such segregated
portions, commencing as of the effective date hereof. Notwithstanding any of the provisions of this Agreement to the contrary, any lease embracing
Jands of the State of New Mexico having only a portion of its lands committed hereto shall continue in full force and effect beyond the term provided
therein as to all lands embraced within the Unitized Area and committed to this Agreement, in accordance with the terms of this Agreement. If oil
and gas, or either of them, are discovered and are being produced in paying quantities from some part of the lands embraced in such lease which
part is committed to this Agreement at the expiration of the fixed term of such lease, such production shall not be considered as production from
lands embraced in such lease which are not within the Unitized Area, and which are not committed thereto, and drilling or reworking operations
upon some part of the lands embraced within the Unitized Area and committed to this Agreement shall be considered as drilling and reworking
operations only as to lands embraced within the Unit Agreement and not as to lands embraced within the lease and not committed to this Unit
Agreement; provided, however, as to any lease embracing lands of the State of New Mexico having only a portion of its lands committed hereto
upon which oil and gas, or cither of them, has been discovered is discovered upon that portion of such lands not committed to this Agreement, and
are being produced in paying quantities prior to the expiration of the fixed term of such lease, such production in paying quantities shall serve to
continue such lease in full force and effect in accordance with its terms as to all of the lands embraced in said lease.

14. CONSERVATION. Operations hereunder and production of Unitized Substances shall be conducted to provide for the most
economical and efficient recovery of said substances without waste, as defined by or pursuant to State laws or regulations.

15. DRAINAGE. In the event a well or wells producing oil or gas in paying quantities should be brought in on land adjacent to the Unit
Area draining Unitized Substances from the lands embraced therein, Unit Operator shall drill such offset well or wells as a reasonably prudent
operator would drill under the same or similar circumstances.

16. COVENANTS RUN WITH LAND. The covenants herein shall be construed to be covenants running with the land with respect to
the interests of the parties hereto and their successors in interest until this Agreement terminates, and any grant, transfer, or conveyance of interest
in 1and or leases subject hereto shall be and hereby is conditioned upon the assumption of all privileges and obligations hereunder to the grantee,
transferce, or other successor in interest. No assignment or transfer of any working interest, royalty, or other interest subject hereto shall be binding
upon Unit Operator until the first day of the calendar month after Unit Operator is furnished with the original, photocopy, or certified copy of the
instrument of transfer.

17. EFFECTIVE DATE AND TERM. This Agreement shall become effective upon approval by the Commissioner and the Division
and shall automatically terminate 5 years from said effective date unless (a) such date of expiration is extended by the Commissioner, or
(b) a valuable discovery of Unitized Substances has been made on Unitized Land during said initial term or any extension thereof in which event
this Agreement shall remain in effect so long as Unitized Substances are being produced in paying quantities from the Unitized Land and, should
production cease, so long thereafier as diligent operations are in progress for the restoration of production or discovery of new production and so
long thereafler as the Unitized Substances so discovered are being produced as aforesaid. This Agreement may be terminated at any time by not
less than seventy-five percent (75%) on an acreage basis of the owners of the working interests, signatory hereto, with the approval of the
Commissioner and with notice to the Division. Likewise, the failure to comply with the drilling requirements of Section 8 hereof, may subject this
Agreement to termination as provided in said section.

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



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

20. NOTICES. All notices, demands, or statements required hereunder to be given or rendered to the parties hereto, shall be deemed
fully given, if given in writing and sent by postpaid registered mail, addressed to such party or parties at their respective addresses, set forth in
connection with the signatures hereto or to the ratification or consent hereof, or to such other address as any such party may have furnished in
writing to party sending the notice, demand, or statement.

21, LOSS OF TITLE. In the event title to any tract of Unitized Land or substantial interest therein shall fail, and the true owner cannot
be induced to join the Unit Agreement so that such tract is not committed to this Agreement, or the operation thereof hereunder becomes
impracticable as a result thereof, such tract may be eliminated from the Unitized Area, and the interest of the parties readjusted as a result of such
tract being eliminated from the Unitized Area. In the event of a dispute as to the title to any royalty, working, or other interest subject hereto, the
Unit Operator may withhold payment or delivery of the allocated portion of the Unitized Substances involved on account thereof, without liability
for interest until the dispute is finally settled, provided that no payments of funds due the State of New Mexico shall be withheld. Unit Operator, as
such, is relieved from any responsibility for any defect or failure of any title hereunder.

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

23. COUNTERPARTS. This Agreement may be exccuted in any number of counterparts, no one of which needs to be executed by all
parties, or may be ratified or consented to by separate instrument in writing specifically referring hereto, and shall be binding upon all those parties
who have exceuted such a counterpart, ratification, or consent hereto with the same force and cffect as if all such parties had signed the same
document, and regardless of whether or not it is executed by all other parties owning or claiming an interest in the lands within the above-described
Unit Area.

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed and have set opposite their respective names
the date of execution.

UNIT OPERATOR AND WORKING INTEREST OWNER

DATED: MANZANO, LLC

BY: Michael G. Hanagan
TITLE: Manager
ADDRESS: 300 W. Second Street

Roswell, NM 88203
ACKNOWLEDGEMENTS
STATE OF NEW MEXICO )
)ss.
COUNTY OF CHAVES )
This instrument was acknowledged before me on this __ day of , 2020, by

of Manzano, LLC, on behalf of said limited liability company.

Notary Public



EXHIBIT A

Map of Unit Area
6000 Gross Acres
5805 Committed Acres

Vindicator Canyon State Exploratory Unit

18

19

Manzano
12-1-2022

17

Manzano
3-1-2025
$639

16

Unit Outline

10

11

Manzana
8-4-2002
$3750

Manzano
HBP

HBP 4k

Manzano
$4023
1-1-2023

3

AEC
2-1-2022

5

Manzano
2-1-2022

4

Manzano

31

Manzano
12-1-2022
$1067

21

20

Manz
Henzans 12122022 12-1-2022
-S"I-;'6; 1 5 33033 $4224 1 0
29 28 27
Meunzano Manzano Manzano
7-1-2024 12-1-2022 12-1-2022
$1236 14 54224 13 §4224 1 1
Manz. -
= $429 Mz
I“é’ill"-_;b’i’o? 5-1-25 9-2022
$2343 52600

23

Manzano
11-1-2022
33422

Manzano
11-1-2022
$1500

34

19

Muanzano
12-1-202
S3515

18

36

Manzano
12-1-202
33063

17

PETRA 10:3/2020 4 14 SOPM




1 40 T 98ed

AN ‘Aquno) eaq

[4E!
277 ‘N1l siauped 720Z/1/11 9z uondag
000000°0C€ %000000°00T +8 dnoio ouezuey Ad1aug ouezue|y TO00-L9Z0-DA OIIXBIA M3N JO 31E1S %000000°0T 0o'oze INdIAIN “I9€Y-SLTL 6
N ‘Auno) e
/M
711l s43uned 7e0e/T/11T gz uonaas
000000°'0Z€ %000000°00T «8 dnoug ouezuey A31aug ouezuey TO00-8LZ0-DA O2IXBN MBN JO 33815 %000000'02 00'0Z¢E NN ‘39€4-S/TL 8
AN “Auno) ea]
7/MSE/MS T/MST/N ‘v/MN
2711l siduned zzoe/1/Tt 0z UonIS
000000087 %000000°00T +8 dnaug ouezuey A81au3 ouezuely 68Z0-DA 03IX3IN MIN 4O 31E15 %000000°0Z 00°082 NAIAN ‘398Y4-SLTL L
WN ‘Auno) eaq
/MSP/3S
0z02/1/9 0z uonas
000000°SE %000005°L8 + ¥ dnouo ouezuey J711 ‘ouezuely SELO-DA 0AXSA MaN 0 311 %000000°0C 00'ov INJIAIN ‘19€4-SLTL 9
AN ‘Aunc) ea
v/MN
£102/1/2 £2 uonoas
000000°09T %000000°00T d7 ‘uonelodx3 yse|s d1 ‘uonelodxz yse(s LO6T-GA 0JIXBN M3N J0 31815 %0000S/°8T 00°09T INdIAIN ‘A9€Y-SLTL S
AN ‘Auno) eaq
uoneJodio) /s
juawdojanaq ze0z/1/t £7 Uonaas
000000°0Z¢E %000000°00T «8 dnoug ouezuey auajsiayiesd 0Z62-8A 0IIX3N MBN JO 1e1S %000052'8T oooze NJIAIN "39€Y-S/TL 14
NN ‘Asuno) eaq
v/Ms
2111l siduped €202/0€/1T T uondas
000000°09T %000000°00T «8 dnouo ouezuepy A31au3 ouezueny 0ZED-DA 0INXBN M3N JO BIEIS %000000'02 00'09T INGIAIN 39€Y-SLTL €
N “Auno) ea
/M
7711l s4duMed ¥20T/1/1T ST UOHI3S
000000°08¢ %000005°L8 + ¥ dnoug ouezuepy A313u3 ouezuepy SGS0-OA 02IX3|A MBN JO 3]E1S %000000'0C 00'0Z¢ JWN ‘A9€Y-SLTL [4
WN ‘Auno) eal
2/3
zeoe/1/8 GT Uo3I3s
000000082 %000005°£8 + ¥ dnoJo ouezuely D711 ‘ouezueiy TOO-79T0-DA 02IXBIA] MaN JO 3115 %000000'02 00'0Z¢€ WdJN ‘39€4-SLTL T
1SIHILNI ONDIHOM QILLININOD
ilva SIYIVv YIGANNN
S3HOV 1IN ay0I3Y 40 335531 IOVLINIOHId ANV ALTVAOY JISvE AdNV140 NOILdIYIS3d
g ERL UG RRE LE BRI LI NOILVHIdX3 ANY HIFWNN TVI™3S SSOHD s 1ovdl

02IX3aNf MaN ‘Ajuno) es
LINN YOLVIIANIA 341 UIYHM
dIHSYINMO 40 3TNA3IHIS .9, LIGIHX3




JT1 Il s43upied

¥ Jo Z 38ed

Tzoe/1/aT

AN “Aauno) ea
Z/N
SE UON98S

000000'0ZE %000000°00T 8 dnoup ouezueN AS1au3 ouezuely ¥620-DA 03I\ MIN 40 31e1S %000000°0C 00°0z€ INdIAIN ‘39€4-SLTL 8T
NN ‘Atuno) e
7/s
I77 /1l s12ured zeoz/t/en GE UOIII3S
000000°02€ %000000°00T +8 dnouo ouezuey A319u3 ouezue 0E0-DA 0IIX3N M3 JO B1BIS %000000°02 00°0Z€ WdIAN 39€Y-SLTL LT
AN “Auno) es
z/3
ST0Z/1/€ 0F UonIAS
000000°08¢ %000005°L8 + v dnoio ouezuey J71 ‘ouezueiy 6690-DA O3IX3IN M3N Jo 33elS %000000'0C 00°0z€ NN ‘39€4-SLTL 9T
N “Auno) ea
N
S20z/1/€ 67 uolas
000000°08¢ %000005°L8 & ¥ dnoug ouezuey J71 ‘ouezuely 8690-DA O2IXBIAl MSN JO 31BIS %000000'0C 00°0Te INdIAIN ‘I9€Y-S/TL ST
WN ‘Auno) ea
/s
J71'1lf siauped ¥20Z/1/L 62 U0I1193S
000000°02¢ %000000°00T +8 dnoug ouezuepy A81au3 ouezuey ZE90-DA 0IXB|A MBN JO 81e15 %000000°0¢ 00°02¢ INdIAIN 39€4-S£TL v
AN “Auno) ea
Z/s
271 Il s13uneq zeoe/1/er 82 Uonoas
000000°02E %000000°00T 8 dnoup ouezuey ABiau3 ouezuey T6C0-DA O2IX3N MaN J0 31e1S %000000°0C 00°0TE INDIAIN ‘39€Y4-SLTL €1
N ‘Azuno) ea
Z/N
7 NIl s48uned zzoe/T/TT 8¢ uo0123s
000000°0¢€ %000000'00T +8 dnoug ouezuepy A3sau3 ouezuely ZOE0-DA OIIXBIN M3N JO 33e1S 2000000'0¢ 00°0T€ INdIAIN ‘I9€4-S/TL A
NN ‘Aauno) ea
/s
J71 11 s43ued zeoz/1/et Lt uonaas
000000°02€ %000000°00T +8 dnoug ouezuey A8sau3 ouezuepy T6Z0-DA O3IX3IN MIN JO 31E1S %000000°'0T 00°0ze INdIAIN “99€d-S£T1 11
WN ‘Asunao) ea
Z/N
J71 Il s1auned 2202/1/TT £ uonaas
000000°02€ %000000°00T 8 dnouo ouezuely Af1au3z ouezuepy 06T0-DA 0IIXBIA M3N 40 81E1S %000000°0C 00°0TE INdIAIN 39€4-SLTL 01
alva SOV HIGWNN
£l IHVINIIYId ANV ALTYAOH JISvd SANV1 40 NOILdIIS3a
SIYOV 1IN IDVAINIDUId ANV LSTUILNI DNINHOM Qy0J3y 40 33$ST e e s o i e

0JIXaN M3aN ‘Aluno) eaq

LINN HOLVIHANIA 343 UIYHUM

dIHSYINMO 40 31NAIHIS 8, LIFIHX3




¢ Jo £ a8ed

AN “Auno) eat

/N
sz0z/1/¢ 6¢ UDDAS
000000°0F %00000S'ZT  D711!0 plepuelssexa] 271 ‘ouezuepy 8690-DA 02IX3IAl M3N JO 3IELS %000000'02 00'0ZE WdJWN ‘39€Y-SLT1 ST
N ‘Auno) eaq
¥/MSP/3S
0Z0Z/1/9 0z uoiRd3s
000000°S %00000S'CT  OT1 110 plepuels sexa] JT1 ‘ouezuepy 02[X3IA MBN 4O 31ElS %000000'02 00°0¥ INdWIN ‘39€¥-S/TL 9
AN “Aquno) eaq
Z/m
271 ‘lIi s43uied ¥20z/T/T ST UoRd3s
000000°0% %000005°ZT  JT1[10 plepuels sexal A313u3 ouezuely SSS0-DA OB MBN JO 3lelS %000000°'0Z 00'0Z€ INJWN ‘39€¥-SLTL z
WN ‘Auno) eal
z/a
Teoz/1/8 ST UoRI3S
0000000 %00000S'TT  JT1[10 pJepuels sexal O ‘ouezuey TO0-¥9TO-DA OIXBIA MON 4O 3eIS %000000'0Z 00'02€ INdIAIN ‘39€4-SLTL 1
1SFYILNI ONDIHOM QILLINNOINN
N ‘Auno) eaq
¥/aN
0z0Z/t/s £€ U01ROIS
000000°0%T %000005 L8 +V dnouo ouezuepy 271 ‘ouezueiy £TL0-DA - 02X M3 40 33815 %000000°0T 00'09T NJIN ‘39€Y-SLTL 74
NN “Auna) ea
¥/aNz/3
0z0z/1/s 1€ Uo19as
000000°0L %00000S"£8 + V dnouo ouezuepy J71 ‘ouezuely TTLO-DN - DAIXBN MBN 40 33eI§ %000000°0T 0008 NN ‘A9€Y¥-SLTL 44
AN ‘Auno) eaq
/MS
277 ‘Ill $48ued zeoe/t/eT ZE uopdag
000000°09T  %000000°00T «8 dnoug ouezuepy A81au3 ouezuepy £0E0-DA OIIXBIN MaN JO 3115 %000000°02 00°09T NdIAIN 39€4-S4TL 74
AIN “Auno) eaq
Z/N
271111 s43ued zz0e/1/TT Z€ uopoas
000000°0ZE  %000000°00T «8 dnoug ouezuey AB1au3 ouezuepy £620-D/\ 0IX3|A| MBN JO 2315 %000000°0Z 00°02€ NN 39€4-S/TL ot
AN ‘Aquno) ea
z/3z/a
oM ‘___ Slaulied NNON\H\m € Uondag
000000'09T  %000000°00T «8 dnous ouezuepy A81au3 ouezuey 8TT0-DA O3IXBIN MIN JO )15 %000000'02 00'09T INJININ ‘39€4-SLTL 6T
SIUIV 1IN I9VLNIDYId ANV LSTHILNI ONINYOM QY0134 40 335531 itva 39VLINIDHId ANV ALTYADY JISVE N SANVY1 40 NOLLAIN)S3a HAANNN
NOLLYYIdX3 ONV HIGWNN TVIY3S SSOUD 1OvdL

021X3a\ MaN ‘Ajuno) ea

LINN YOLVOIQNIA 343 UIYIM

dIHSYINMO 40 31NAIHIS 8, LIIHX3




¥ 40 v @3ed

%00000°00T 0000000009 1v10L
spue 21e15 papiwwodun %0000SZ'E 000000°S6T
Spueq 31e15 Paniwwo) %0000S4'36 000000°S08°S
NOILVINLIdYI3Y

AN ‘“Ayuno) eaq

v/IN

0z0z/1/s €€ UoI3S
000000°02 %000005°CT 71 !0 piepuels sexal J71 ‘ouezueln 02IX3A M3N JO 33€15 %000000'02 00097 INdIAIN 39€Y-SLTL €¢

AN “Auno) ea

v/aNZ/3

0z0z/1/s T€ UoRI3s
000000°0T %00000S5°'CT 271110 plepuels sexal J71 ‘ouezueiN 02IX3|Al M3N JO 31E1S %000000°0Z 00'08 INdWIN ‘9€Y-SLTL [44

WN ‘Auno) eaq

2/3

S20T/T/€ 0 uopIzg
000000°0t %00000S'CT 71 1O PJepueis sexa] 071 ‘ouezueiy 6690-DA 0JIX3IA M3N JO 33e15 %000000°0¢ oo'oce NJIAIN ‘J9EY-SLTL 91
iiva SIWV HIFGNNN

S3YIV 1IN ay023y 40 335531 A9V1LNIOIY3Id ANV ALTYAOY JISvd SANY1 40 NOLLdI¥IS3a
IDVINIDUId ANY L1STHILNI DNIIIOM o) NOLLVHIdX ANV HIEWNN TYINIS 9 SS0¥D N NOILdI¥IS 19vHL

021X3a MaN ‘Ajuno) ea
LINN YOLVOIANIA 343 UIYHAA
dIHSHYANMO 40 3T1NA3HIS 8, LIFIHX3




03(X3|A MaN ‘Aluno) ea
1INN HOLVDIANIA 343 Uty
sdnoig ouezue - dIHSYINMO 40 3INAIHIS 8. HGIYX3

%000'001 00'508°S 1VL0L
%bPTISL T 000000 091 d7 uoneiojdxy yse|§ 00 082'% %00°001 TVLOL
%SSSI6Y 0 09LYES 8T uoneIo[dxg NOO§ 09LYES 8T %00£999 0 uoljeIo[dxg §oog
%1 vLSYT 0 0bzs9Z bl 011 'sBUIp[oH owud U§ 0YTS9T ¥1 %00EEEE 0 0771 's8ulpjoy owud ¥§
%988117 T 00000+ 8Z1 0711 'S8UIp[oH AOf 00000% 8Z1 %000000 € 0771 '$8UIP[OH AOL
%T78690 0 091£50 ¥ Auedwio]) uolonpod 1D 091£S0 ¥ %00Lb60 0 Auedwo) uononpoid WTO
%L0068T'T 0889L8 TEL 0117 "siuausaau] odkof 0889L8'TE1 %009b01 '€ 07111 siuaunsaau] 0dko(| [ 00'59¢'L %005°L8 TVLOL
Y%rZ6ZIE 0 0vZs91 81 ou] *Ag1dug yse|g aumog 0vTS9T ¥l %00€€EE'0 ou] ‘AZ1eug ysejg anmod| | 000006 € %00005Z 0 ou[ *ABsaug yse|§ oumog
%PT6TIED 0FTS91 8L uosdwoy |, uyof 0pTS9T ¥1 %00€EEE 0 vosdwoy[, uyor| | 000006 € %00005Z 0 uosdwoy | uyor
%PT6TLE O 0vZS91l 81 2717 10 Aemeuue) 0pTS9T ¥l %00£EEE O 011 ‘'O Aemeuuen 000006 € %00005T 0 277 "1 Aemeuuen
%TT65T9 0 09LVEE 9€ uone1ojdxg A1340081(] 09LPES 8T %00L999'0 uoneio[dxg A1aA00s1( 000008 L %000005 0 uoyjesodxg AA0051Q
%ZT6529 0 09LbEE 9€E if "0[d8uY 59wy 09LPES 8T %00L999 0 3¢ ‘oeBuy 52wy 000008 L %000005 0 1[ "ojeduy Jsauy
nx.hwmvm— 0 OOOOOwN :O:w._on_hOU wnajonsd uvwa - - :O:EO&._OU E:o_oh«un— 0_ua\$ 000008 £ nx.ooooom 0 :O:EOQ._OU E:o_obon— otaa
%LIEVEL 0 000008'Z du] 'sIouRu] MOS = - ou[ ‘s10u2)u] MDS 000008 L %00000$ 0 ou] ‘sioudU] MOS
%620900 | 00000b 85 S9JBIOOSSY UILIEAY 000008 T %000000 [ s21e00sSY UALEM| | 000009 S1 %000000 | SOIBIO0SSY UILIEA,
%620900 [ 00000% 85 ouf ‘UaLEM 000008 Tt %000000 | QU "UALIE M 000009°S1 9000000 | ou| ‘uaLe
%vELRIT O 000009 §1 151U, uus j e|jaqes| wAye) - = Isnu, uua ejjaqes] wAyed| | 000009'S1 %000000 1 ISTU |, UUd] B||aqes] WAyR)
%bEL89IT 0 000009°S1 uonesodio)) AF1oug sixy = - uoneiodio)) Adiaug Sixy 000009'S1 %000000! uoneiodio)) ATseug SIxy
%0LLIST | 0¥2$99 7L 0777 '$00In05aY LI 0pTS90'LS %00£EEE' L 0717 "$204n0S3y (LL[ 000009 §1 9000000 [ 017 '$9210059Y (L[
%0LLLST | 0vT$99 TL u011e10d10)) JUBUISIAU] 1100 0¥T$90 LS Y%00€€EE' | uonesodio) juswisoAu] Hoog 00000951 2000000 | uoNEI0di07) JUBUISIAU] 1§00
%620900 [ 00000 85 71 |eruudiua) 000008 Tt %000000' 1 017 ‘Tewudywa)| | 000009°S1 %000000°| D77 '|eluueiua)
%vEL8IT O 000009 S 1 0717 ‘esaN JeH - - 7171 BsO IBH 0000091 %000000 | D77 ‘B3 1eH
%p€L89T 0 000009 S1 ou[ *a1qT1g sueg 2 ] ou[ 'a1q31g aueg 000009 ST %000000'1 ou] *a1951g dueg
%bb060S | 000009 L8 O11°108 000002 ¥9 %000005 | 211°108] | 00000¥ €2 %000008 1 2711°108
%OLLIST L 0vT$99°TL 0171 'S[RIdUIA PUFON 0pTS90'LS %00EEEE | D71 's[esauliy apugon| | 000009 S1 %000000 | D711 "S[EIUIN SpUFON
%8SLYOE € obZ1¥8'161 071 ‘Wwawdo[aaa( aqeg 0bZ1+9'091 %00€ESL € 0111 1uswdo2as( aqeg 000007 1€ %000000 T 0711 uswdopasQ sqeg
%E19€05 T 09LYEE SH1 ‘ou] “Bu1aeY SUMOQ 0SOpINY 09LPEL P11 %00£999 T ou[ ‘Buloey sumo(Q 0sopIny 000007 1€ %000000' T ou[ ‘Bujoey Sumo(] 0SOpiny
%850Z10T 000008 911 0171 1L AV 000009 58 %000000'C 000002 1€ 9000000 7 D77 1M1 AVI]
%E19€05 T 09LYEE SPL i 09LPEL P11 %00£999C i 000002 1€ %000000'C iy ]
jsauoyg :mm:w u% Af 1sa.110,] [ v._nzu_w— «mutom :nmﬂm u% Jf IS0 [ Emzo_m 1S90, uesng 7p ..:. .wm@EOn— —- _u._.mzo_v_
%850210°C 000008911 D77 ‘uuim 11098 00000958 %000000 T D17 “uuip HOo§ 00000T 1€ 2000000 D77 ‘uuIpm Noog
%EL9€0S T 09LYEE SP1 uone10dio)) JUBUSAAU] ||ELIOM 09LPEL ¥11 %00L999 T uope10di0)) JuounsaAu] [[ELOM| | 000002 1€ %000000 ¢ U0NE10dI07) JUSULSIAU] |[BLIO M
%SE81LY 0 000000 6€ Auedwo) |10 sTulyony - - Auedwo) (10 sBulyony 000000'6¢ 9000008 T Auedwo) |10 sFuiyoiny
%107908 0 000008 9t D171 Juswido[aaa(] BOJBWE, = - 0771 ‘Wwawdoppasq eosewe]| | 000008 9F %000000 € 07171 "Wwawdopa3(] eoJEWE ]|
%6TTH69 Y 00000S ZLT uonjelodio)) wne[oxa uedeuey 000000 +12 %000000'S uoyesodio)) wnajonad uedeuey| | 00000S8S %0000SL € uonesodio)) wnojoned uedeuey
%9TS6VS T 000000 8% 1 uonesodio) wnajolad plaeQ 000009 58 %000000'C uonesodio)) wnajosad piae(l 0000029 %000000 ¥ uofje10dio)) wnajoned pIAEd
%9K10£0'S 000000262 uoresodio)) Adloug saje) 000000 712 %000000 § uonelodio)) Adisug 31 L 000000'8L %000000 § uoneiodio)) Adioug sare
%910€0'S 000000 76T D717 ‘wnajonad oqy 000000712 %000000 'S 2711 ‘wnajonag oqy 000000 8L %000000 § 0717 "wnejoniad 0qy
%Z62090 01 000000 ¥85 D11 'AB1oug o1queys 000000 8T %00000001 07171 ‘Adsaug o1qreyg 00000095 1 %000000'01 077 “Adsug oiqueys
%99Tr16 b1 00ZELL $98 ou[ *Auedwo) Bunesad(y uosuey 00ZELL 69 %000612'91 ou] *Auedwo)) Suyjeiadq vosuey 000009 [L1 %000000L1 ou] *Auedwo) FunessdQ uosuey
%E99TTS' 1T $9906€ 6vZ'1 D717 ‘111 S1aue  ATIaug OuEZUB) $99061 ¥86 %601566 T 07171 '111 S1duped Alaug ouezuey 000007 $92 %000000'LL| DT 'Ill S13uneq AB1aug ouezuey
diyszaum( Jiu) S240Y JON U] Amugesumg SAUIV LAN 1M Amug/aaung SAUOV LAN 1M fAyug/eumg

vy dnoux) ouvzuepy




Exhibit C - Schedule of Tract Participation

Vindicator State Unit

TRACT
NUMBER

DESCRIPTION OF LANDS

ACRES

Tract Participation

State Royalty

State Royalty

% of Tract Partipcation

1

T17S-R36E, NMPM
Section 15

E/2

Lea County, NM

T17S-R36E, NMPM
Section 15

w/2

Lea County, NM

T17S-R36E, NMPM
Section 14

SW/4

Lea County, NM

T175-R36E, NMPM
Section 23

S/2

Lea County, NM

T17S-R36E, NMPM
Section 23

Nw/4

Lea County, NM

T17S5-R36E, NMPM
Section 20
SE/4SW/A

Lea County, NM

T175-R36E, NMPM

Section 20

NW/4, N/2SW/4, SW/4Sw/4
Lea County, NM

T17S-R36E, NMPM
Section 26

w/2

Lea County, NM

T17S-R36E, NMPM
Section 26

E/2

Lea County, NM

320.00

320.00

160.00

320.00

160.00

40.00

280.00

320.00

320.00

5.333333%

5.333333%

2.666667%

5.333333%

2.666667%

0.666667%

4.666667%

5.333333%

5.333333%

20.000000%

20.000000%

20.000000%

18.750000%

18.750000%

20.000000%

20.000000%

20.000000%

20.000000%

1.066667%

1.066667%

0.533333%

1.000000%

0.500000%

0.133333%

0.933333%

1.066667%

1.066667%



Exhibit C - Schedule of Tract Participation

Vindicator State Unit

TRACT
NUMBER

DESCRIPTION OF LANDS

ACRES

Tract Participation

State Royalty

State Royalty

% of Tract Partipcation

10

11

12

13

14

15

16

17

18

19

T175-R36E, NMPM
Section 27

N/2

Lea County, NM

T175-R36E, NMPM
Section 27

S/2

Lea County, NM

T17S-R36E, NMPM
Section 28

N/2

Lea County, NM

T17S-R36E, NMPM
Section 28

S/2

Lea County, NM

T17S-R36E, NMPM
Section 29

S/2

Lea County, NM

T175-R36E, NMPM
Section 29

N/2

Lea County, NM

T17S-R36E, NMPM
Section 30

E/2

Lea County, NM

T17S-R36E, NMPM
Section 35

S/2

Lea County, NM

T17S-R36E, NMPM
Section 35

N/2

Lea County, NM

T17S-R36E, NMPM
Section 34

E/2E/2

Lea County, NM

320.00

320.00

320.00

320.00

320.00

320.00

320.00

320.00

320.00

160.00

5.333333%

5.333333%

5.333333%

5.333333%

5.333333%

5.333333%

5.333333%

5.333333%

5.333333%

2.666667%

20.000000%

20.000000%

20.000000%

20.000000%

20.000000%

20.000000%

20.000000%

20.000000%

20.000000%

20.000000%

1.066667%

1.066667%

1.066667%

1.066667%

1.066667%

1.066667%

1.066667%

1.066667%

1.066667%

0.533333%




Exhibit C - Schedule of Tract Participation
Vindicator State Unit

TRACT
NUMBER

DESCRIPTION OF LANDS

ACRES

Tract Participation

State Royalty

State Royalty
% of Tract Partipcation

20

21

22

23

T17S-R36E, NMPM
Section 32

N/2

Lea County, NM

T17S-R36E, NMPM
Section 32

Sw/4

Lea County, NM

T17S-R36E, NMPM
Section 31
E/2NE/4

Lea County, NM

T17S-R36E, NMPM
Section 33

NE/4

Lea County, NM

TOTAL

320.00

160.00

80.00

160.00

6000.000000

5.333333%

2.666667%

1.333333%

2.666667%

100.000000%

20.000000%

20.000000%

20.000000%

20.000000%

1.066667%

0.533333%

0.266667%

0.533333%

Unit State Royalty
19.900000%
Unit NRI
80.100000%




Stephanie Garcia Richard State of New Mexico COMMISSIONER'S OFFICE

COMMISSIONER Commissioner of Public Lands Phone (505) 827-5760
310 OLD SANTA FE TRAIL Fax (505) 827-5766
P.O. BOX 1148 www.nmstatelands.org
October 2, 2020 SANTA FE, NEW MEXICO 87504-1148
Manzano, LLC
PO Box 1737

Roswell, NM 88202-1737
Attention: Mr, Nick C. McClelland

Re:  Revised Preliminary Approval Letter
Vindicator State Unit
Lea County, New Mexico

Dear Mr. McClelland:

I received your revised Unit Boundary Map for the Vindicator Unit on October 2, 2020. The
revised map removed the E2 of Section 20, all of Section 21 and all of Section 22 of T-17S-
R36E, Lea County from the your proposed Unit Boundary Map -Exhibit “A”. Preliminary
approval is now based upon the map we received today.

This office has received the unexecuted copy of the unit agreement, which you have submitted
for the proposed Vindicator State Unit, Lea County, New Mexico. This agreement meets the
general requirements of the Commissioner of Public Lands, who has this date granted you
preliminary approval as to form and content.

Preliminary approval shall not be construed to mean final approval of this agreement in any
way and will not extend any short-term leases, until final approval and an effective date have
been given.

When submitting your agreement for final approval, please submit the following:

L. Applicatidn for final approval by the Commissioner setting forth the tracts that
have been committed and the tracts that have not been committed.

2. Pursuant to Rule 19.2.100.51, applications for approval shall contain a statement
of facts showing:

a. That such agreement will tend to promote the conservation of oil and gas and
the better utilization of reservoir energy.

b. That under the proposed unit operation, the State of New Mexico will receive
its fair share of the recoverable oil and gas in place under its lands in the
proposed unit area.

BEFORE THE OIL CONSERVATION DIVISION
Santa Fe, New Mexico
Exhibit No. A2
Submitted by: Manzano LLC
Hearing Date: October 22, 2020
Case No. 21463



Manzano, LLC
August 26, 2020

Page 2

10.

1.

c. That each beneficiary institution of the State of New Mexico will receive its
fair and equitable share of the recoverable oil and gas under its lands within the
unit area.

d. That such unit agreement is in other respects for the best interest of the trust.

. All ratifications from the Lessees of Record and Working Interest Owners. All

signatures should be acknowledged by a notary and one set must contain original
signatures.

Order of the New Mexico Oil Conservation Division. Our approval will be
conditioned upon subsequent favorable approval by the New Mexico Oil
Conservation Division.

A request from the operator to bring in the Vindicator Unit 15 No. 1 well into the
unit as the initial obligation well and to make the Unit effective date February 21,
2020 which is the first date of production of the well.

A statement that the operator will spud the second well prior to or on January 2,
2021.

Operator must abide by NMOCD rules 19.15.29 NMAC 19.15.30 NMAC
regarding Releases and Corrective Action and remain fully responsible for
compliance with all laws, regulations of the state land office and other state agencies,
and lease terms regarding operations on the leased premises, including with respect to
environmental protection.

Operator must:

a. Require a water plan and siting on all unit improvements.

b. Avoid hydrologic features and keep all SLO BMP buffer zones.

c. Require additional protections consistent with SLO BMP's when improvements
are placed in areas with DTW < 50",

d. Proposed Surface Hole Location(s) (SHL) need to be submitted and approved by
NMSLO prior to APD (Application for Permit to Drill) submittal to NMOCD for
the wells.

Please submit one copy of the Unit Agreement.

Please submit a copy of the Unit Operating Agreement.

The filing fee of $1,200.00, the filing fee is $100 for each section or partial section
included in the unit.



Manzano, LLC
August 26, 2020
Page 3
12. Siting guidance for all wells to be drilled in the unit will be sent to the unit operator
by SLO, and must be adhered to for the operation of the unit,

If you have any questions, or if we may be of further help, please contact Scott Dawson at

(505) 827-5791 or sdawson@slo.state.nm.us

Respectfully,

i}sfe‘)\lamf Gascion ‘Q:C(M“‘ é/SS

STEPHANIE GARCIA RICHARD
COMMISSIONER OF PUBLIC LANDS

SGR/sd

cc: Reader File,
NMOCD - Attention: Mr. Leonard Lowe
SLORMD - Attention: Ms, Billie Luther
BLM Courtesy copy — Mr. Mustafa Haque



STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION DIVISION

APPLICATION OF MANZANO LLC FOR APPROVAL OF THE VINDICATOR
CANYON STATE EXPLORATORY UNIT, LEA COUNTY, NEW MEXICO.

CASE NO. 21463
AFFIDAVIT OF JOHN WORRALL, GEOLOGIST

John Worrall, of lawful age and being first duly sworn, declares as follows:

1. My name is John Worrall and I am employed by Manzano, LLC (“Manzano™) as a
geologist. I have previously testified before the New Mexico Oil Conservation Division
as an expert witness in petroleum geology and my credentials have been accepted by the
Division and made a matter of record. I am familiar with the application filed by Manzano in
this matter and have conducted a geologic study of the proposed unit area.

2, The objective of the Unit and the unitized interval is the Canyon Shale which is
524 feet thick and present from 11,678 to 12,202 feet in the Deep Sparkling Mudder 15 State #1
(API 30-025-22194) located in the SW/4 SE/4 of Section 15, Township 17 South, Range 36 East.
Manzano Exhibit B-1 is a type log of this well identifying in brackets the unitized interval and
its proximity to the top of the Strawn formation.

3. Manzano Exhibit B-2 is a subsea structure map that I prepared for the top of the
Strawn formation which lies directly below the Canyon Shalé. The proposed unit area is located
over a Strawn-aged structural low, called the Shoe Bar sub basin, with 2,000 feet of relief where
thick (350-525 feet) organic shales were preferentially deposited on top of the Strawn surface.
The shales are part of the Canyon Shale formation of Pennsylvanian age. I do not observe any
pinch outs or other geologic impediments to drilling horizontal wells or otherwise efficiently
developing the unit area.

BEFORE THE OIL CONSERVATION DIVISION
Santa Fe, New Mexico
Exhibit No. B
Submitted by: Manzano LLC
Hearing Date: October 22, 2020
Case No. 21463




4. In addition, identified on Exhibit B-2 is the location of the existing Vindicator 15
State #1H in the E/2 W/2 of Section 15. It was drilled at the structurally lowest point of the Shoe
Bar sub basin, The well is currently producing approximately 75% oil and 25% watet,
demonstrating that at higher structural points in the Unit the Canyon Shale is expected to be oil
productive with a similar or higher oil cut.

5. Exhibit B-2 also shows the location of the type log for the Deep Sparkling
Mudder 15 State #1 in Section 15, and two cross-sections, A-A’ and B-B’. Cross-section A-A’ is
a west to east cross-section comprised of four wells depicted with blue circles that were used to
create a stratigraphic cross-section in a later exhibit. Cross-section B-B’ is a NW to SE cross-
section comprised of three wells depicted with red circles that were used to create a stratigraphic
cross-section in a later exhibit. In my opinion, the well logs from these wells are representative
of the geology underlying the unit area.

6. Exhibit B-3 is the cross-section A-A’ I prepared using the logs from the
representative wells shown on Exhibit B-2. Each well log on the cross-section contains gamma
ray and porosity logs. The cross-section shows that the prospective Canyon Shale is clearly
present across the entire unit. The shale is thickest in the structural low and thins eastward above
the higher structure. The unitized interval is marked on the cross-section as the shaded gray area
and demonstrates that the unitized interval is continuous across the proposed spacing unit.

Wil Exhibit B-4 is the cross-section B-B” which that shows the neutron density logs
for three wells in the lower portion of the basin. The organic shales are shaded darker brown and
intervening siltstones are shaded light brown. The Vindicator 15#1H was drilled towards the
middle well of the cross-section and was landed in the “Target Zone” approximately 75 feet

above the top of the Strawn. A second potential bench in the proposed Unit, the “Upper Zone,” is




shown approximately 200 feet above the lower landing point. The unitized interval is marked on
the cross section as the shaded light brown area and demonstrates that the unitized interval is
continuous across the proposed spacing unit.

8. Based on my geologic study, the proposed unitized area is prospective for recovery
of oil and gas from the unitized interval and suitable for development under a unit plan.

9. In my opinion, the approval of this unit is in the best interests of conservation, the
prevention of waste and the protection of correlative rights,

10.  Manzano Exhibits B-1 through B-4 were either prepared by me or compiled under
my direction and supervision.

FURTHER AFFIANT SAYETH NOT




oV AW,

};IN WORRALL
STATE OF NEW MEXICO )
)
COUNTY OF CHAVES )
SUBSCRIBED and SWORN to before me thisde¥4 day of @ang 2020 by
John Worrall.

O [4.00.

NOTARY PUBLIC

My Commission Expires:

WWL&,IOI,U)L%

OFFICIAL SEAL

§) MELISSA RANDLE
NOTARY PUBLIC

.N.m STATE OF NEW MEX]
7 Com. ExprfesaiD_ZQAC’?r_
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Manzano LLC

Vindicator State Exploratory Unit

Structure Map

Top of Strawn

Base of Canyon Shale

By: John Worrall

BEFORE THE OIL CONSERVATION DIVISION
Santa Fe, New Mexico
Exhibit No. B2
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Hearing Date: October 22, 2020
Case No. 21463
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