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FEDERAL/FEE
EXPLORATORY UNITS
UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATICON
OF THE

VENADQ CANYON UNIT AREA

COUNTY OF SAN JUAN
STATE OF NEW MEXICQO

NO.

THIS AGREEMENT, entered into as of the 1* day of November, 2014 (“Effcctive Date™), by and between the parties subscribing, ratifying,
or consenting hereto, and herein referred to as the *parties hereto”,

THIS AGREEMENT, is limited in applicability to welis ining a lateral or laterals drilled, completed or recompleted so that horizontal
component of the completion interval extends at least one thousand feet (1,000°) in the objective formation (Horizontal Well(s)") All pre-existing
and future vertical wells within the Unit boundary dnlled and completed in the Mancos Shale Group (see 3. UNTTIZED LAND AND UNTTIZED
SUBSTANCES) are excluded from this Agreement.

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 Mineral Leasing Act of February 25, 1920, 41 Statute 437, as amended 30 U.S C. Section 18] et. seq., authorizes Federa!
lessees and their representatives to unite with each other, or jointly or separately with others, in coliectively adopting end operating a unit plan of
development of operations of any oil and gas pool, field, or like area, or any part thereof for the purpose of more property conserving the natural

thereof whenever ined and centified by the Secretary of the Interior to be necessary or advisable in the public interest; and

. WHEREAS, the Oil Conservation Division of the New Mexico Energy and Minerals Department, hereinafter referred to as *Division®, is
authorized by an act of the Legislature (Chapter 70 and 7t, NM Statutes 1978 Annotated) to approve this agreement and the conservation provisions
hereof, and

WHEREAS, the parties hereto hold sufficient interests in the Venade Canyon Unit Aren covering the land hereinafter descnbed 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 lhrough
development and operation of the area subject to this agreement under the terms, conditions, and limitations herein set forth;

NOW, THEREFORE, in ideration of the premises and the promises herein contained, the partics hereto commit to this agreement
their respective interests in the below-defined unit area, and agree severally among themselves s follows:

1. ENABLING ACT AND REGULATIONS. February 25, 1920, as amended, supra, and all valid perti regulations including op 3
and unit plan regulaticns, heretofore issued th der or valid, pertinent and r ble reg hereafier issued th der are accepted and
made a part of this agreement as to Federal lands, provided such regulations are not i i with the terms of this agreement, and as to non-

Federal lands, the oil and gas operating regulations n effect as of the effective date hercof goveming drilling and producing operations, not
inconsistent with the terms hereof or the laws of the State in which the non-Federal land is located, are hereby accepted and made a part of this
agreement.

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

See map attached hereto marked as Exhibit “A™ is hereby designated and recognized as ituting the Unit Area containing,
4,320 00 acres more or less.

Exhibit "A” shows, in addition to the boundary of the unit area, the boundaries and identity of tracts and leases in said area to the extent
known to the Unit Opetator. Exhibit “B" attached hereto is a schedule showing to the extent known 10 the Unit Operator, the acreage, percentage, and
kind of ownership of oil and gas interests in al! lands in the unit area. However, nothing herein or in Exhibits "A” and "B shall be construed as a
representation by any farty hereto as to the ownership of any interest other than such interest or interests es are shown in the Exhibits as owned by
such party. Exhibits *A" and "B" shall be revised by the Unit Operator whenever changes in the unit area or in the ownership interests in the
individual tracts render such revisi y, or when req d by the Authorized officer, hereinafter referred 10 s *AO” and not less than four (4)
copies of the revised Exhibits shall be filed with the proper Bureau of Land Management office and one (1} copy with the New Mexico Oil
Conservation Division of the Energy and Minerals Department, hereinafter referred to as “Division ™.

The above-described unit area shall, when practicable, be expanded to include therein any addnional fands wh such expansion is
d d to be Y or advisable to conform with the purposes of this ag; Such expansion shall be affected in the foliowing mannes:

(2) Unit Operator, on its own motion (after preliminary concurrence by the AO), or on demand of the AQ (afier preliminary concurmence by
the AQ) shall prepare a Notice of Proposed Expansion describing the lated changes in the boundaries of the unit area, the reasons therefore,
any plans for additional drilling, and the propased effective date of the expansmn preferably the first day of a month subsequent to the date of notice.

(b) Said notice shall be delivered to the proper Bureau of Land Management office, and the Division, and copies thereof mailed to the last
known address of each working interest owner, lessee and lessor whose interest are affected, advising that 30 days will be zllowed for submission to
the Unit Operator of any objections

() Upon expiration of the 30-day period provided in the preceding item (b} hereof, Unit Operator shall file with the AO, and the Division,
evidence of maiting of the Notice of Expansion and a copy of any objections thereto which have been filed with Unit Operator together with an
application in triplicate, for approval of such expansion and with appropriate joinders

(d) After due consideration of all pertinent information, the expansion shall, upon approval by the AQ and the Division, become effective as

of the date prescribed in the notice thereof or such othes appropriate date
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3. UNITIZED LAND AND UNTTIZED SUBSTANCES. All land now or hereaft itted to this ag shall itute land referred
to herein as "umitized land" or "land subject to this agreement”. All oil and gas in the Mancos Shale Group, including genetically related rocks
from 100 feet below the stratigraphic equivalent of the top of the Mancos Shale (base of Mesa Verde Group) to the stratigraphic equivalent of the
base of the Greenhomn Limestone as shown in the DOUBLE OUGHT | Well (AP! #30043200890000} in Section 12, Township 22 North, Range
6 West, NNM.P.M. are unitized under the terms of this agreement and herein are called "unitized substances” (see type log attached as Exhibit
en)

4. UNIT OPERATOR. Encana Oil & Gas (USA} Inc , hereby dmgmcd as Unn Operawr and by slgnature hereto as Unit Operator agrees
and consents to accept the duties and obligations of Unit Operator for the d Y. d 1, and p of b as herein
provided. Whenever reference is made herein to the Unit Operator, such reference means the Uml 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.

S RESIGNATION OR REMOVAL OF UNIT OPERATOR Unit Operator shall have the right to resign at any time prior o the

blish of unitized production or areas h der. but such resignation shall not becore effective so as to release Unit Operator from the duties

and obligations of Unit Operator and terminate Unil Operator's rights as such for a peried of six (6) months after notice of intention to resign has been

servud by Unit Operator on all working interest owners and the AQ and the Division, and until all wells then dnitled hereunder are placed in a

y candition for suspension or aband hich is required by the AO as 10 Federal lands, and the Division as to Fee lands unless a

new Unit Operator shall have been selected and approved and shall have taken over and assumed the duties and obligations of Unit Operator prior lo
the expiration of said peried.

Unit Operator shall have the right to resign in like manner and subject to tike limitations as above provided at any time after a producing unit

area established h der is 1n exi but inall i of resignation or !, until 3 Unit Operator is selected and approved as
hereinafter provided, the working mleml owners shall be jointly responsible for performance of the duties of Unit Operator, and shall not later than
thirty {30) days before such resigy of i b effective appoint a common agent to represent them in any action to be taken hereunder.

The resignation of Unlt Operator shall not refease Unit Operator from any liability for any default by it hereunder occuming 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 remaval by the same
percentage vote of the owners of working interests as herein provided for the selection of a new Unit Operator. Such removal shall be effective upon
natice thereof to the AQ. .

The resignation or removal of Unil Operator under this agreement shal) not terminate its right, litle, or interest as the owner of a working
interest or other interest in unitized substances, but upon the resignation or removal of Unit Operator becoming effective, such Unit Operator shall

deliver possession of all wells, equip als, and app! used in conducting the unit operations to the newly qualified successor Uml
Operator or to the common agenl, if no such new Unil Operator is selected, clcc(ed to be used for the purpose of conducting unit op
hereunder. Nothing herein shall be construed as authonzing | of amy | equip or app needed for the prcscrvauon of any
wells

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

() 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 AQ

If no successor Unit Operator is selected and qualified as herein provided, the AQ at their election may declare this unit agreement
terminated

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. 1fthe Unit Operator is not the sole owner of working interests,

costs and expenses incurred by Unit Operator in conducting unit operations | der sha!l be paid and apportioned among and bome by the owners
of working i . altin d with the agr or ags entered into by and between the Unit Operator and the owners of working
interests, whether one or more, separately or collectively. Any agr or agr entered into b the working interest owners and the Unit

Operator as provided in this section, whether one or more, are herein referred to as the "unit operating agreement™. Such unit operating agreement shall
also provide the manner in which the working interest owners shall be entitled to receive their respective proportionate and allocated share of the
benefits accruing hereto in conformity with their underlying operating agreements, leases, or other independent contracts, and such other rights and
obligations as between Unit Operator and the working interest owners as may be agreed upon by Unit Operator and the working interest owners;
however, no such unit operating agreement shall be deemed either to modify any of the terms and conditions of this unit agreement or to relieve the
Unit Opemtor of any right or obligation established under this unit agteemcm and in case of any inconsistency or conflict between this agreement and
the unit op g agr , this ag) shall govern. Two copies of any unit cperating agreement executed pursuant to this section shall be filed
in the proper Bureau of Land Management office and one true copy with the Division prior to approval of this unis agreement,

8 RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise specifically prowded herein, the exclusive right, privilege,
and duty of exercising any and all rights of the parues hemo which are Yy or ient for prospecting for, produci smrmg. llocating, and
distnbuting the unitized sut es are hereby d d to and shall be exercised by the Unit Opera!or as herein provid ‘. ble evid: of
title to said nights shall be deposited with Unit Opcrator and, together with this agreement, shall constitute and define the nghxs privileges, and
obligations of Unit Operator. Nothing herein, however, shall be construed to transfer title 10 any land of to any lease or operating agreement, it being
understood that under this agresment the Unit Operator, in its capacity as Unit Operator, shall exercise the rights of possession and use vested in the
parties hereto only for the purposes herein specified.

9. DRILLING TO DISCOVERY. For the purposes of this Unit Agreement, the Encana Lybrook P03-2206-01H well with a surface location
in the SESE of Section 3, Townshtp 22 North, Range 6 West, N M.P.M., and a 7,372 foot horizontat lateral in the Mancos Shale Group located in
the W2E2 of Section 10 and the W2NE of Section 15, which Unit Operator commenced on November 14, 2014 and completed on January 16, 2015
shall hereby be approved by the AO as the obligation well necessary to validate this Unit Agreement (Initial Well) In addition, the Encana Lybrook
P03-2206-02H well wath a surface location in the SESE of Section 3, Township 22 North, Range 6 West, N M.P.M, and a 7,369 foot horizontal lateral
in the Mancos Shale Group located in the E2E2 of Section 10 and the E2NE of Section 15;is also an existing horizontal well located within the
boundary of the Unit Agreement which was drilled and completed in the Unitized formation subsequent to the effective date of this Unit Agreement
and subsequent to the completion of the Initial Well {Existing Well). Wathin six (6) months after final approval of this Unit Agreement, the Unit
Operator shall submit a paying well determination report for the lniial Well to the AQ to determine if the Initial Well can be produced in paying
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quantities (to-wit. quantities sufficient to repay the costs of drilling, completing, and producing operations, with a reasonable profit) if the [nitiel Well
is not capable of preducing in paying quantities, then, Unit Operator shall submit a paying well determination report to the AO for the Existing Well

which d afler the pletion of the Initial Well. If paying well determination reports have been submitted for the Initial Well and alt of the
Existing Wells and none have proven to be capable of producing in paying quantities, then the Unit Operator shall continue drilling one well at a time,
allowing not more than one (1) year between the complelicn of one well and the of drilling operations for the next weII the ﬁrsi of
which shali commence wnhln {1) year from non-paying determination by AQ of the last Existing Well. unti) a well capable of p

substances in paying quantities is completed to the satisfaction of the AQ, if on Federal lands, or the Division if on Fee lands or until it is rca.sonab!y
proved that the unitized land is incapable of produci itized sut in paying quantities in the fc ions drilled b d

Nothing in this section shall be deemed to Ilmll the nghx of the Unit Opemor to rmgn as provided in Section § hereof, or as requiring Unit Operator
to commence or continue any dnlling during the period pending such resig ing effective in order to comply with the requirements of this
SCC'IDI‘I

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

Upon failure to any well as provided for in this section within the time allowed including any extension of time granted by the
AOQ, this agreement will automatically terminate. Upon failure to continue drifling diligently any well commenced hereunder, the AQ may, after
fifteen (15) days notice to the Unit Operator, declare this unit agreement terminated. The parties to this agreement may not initiale a request to
volunlariiy terminate this agreement during the first six (6) months of its term unless at least one obligation well has been drifled in accordance with
the prowsmns of this section The failure to commence a well subsequent to the drilling of the initial obligation well, or in the case of multiple well

q . 1f specified, subseq to the drilling of those multiple wells, as provxdcd for in th!s (these) section(s), within the time allowed
including any extension of time granted by the AO shall cause this ag o Ity. Upon failure to continue drilling diligently
any wel) other than the oblj| well(s) d h r.he AQ may, after 15 days notice to the Unit Operator, declare this unit agreement

d. Failure to drilling the initial obligation wen. or the first of multiple obligation wells, on time and 1o drilt it diligently shall result
in the unit ag pproval being declared invalid ab initio by the AQ  [n the case of multiple well requi , failure to drilling the
required muitiple wells beyond the first welt, and to drill them diligently, may result in the unit agr pproval being declared invalid ab intio by

the AQ.

10 PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within twelve (12) months after completion of a well capable of
producing unitized substances in paying quantities, the Unit Operator shall submit for the approval of the AQ and the Division, an acceptable plan of
development and operation for the unitized Jand which, when approved by the AQ and the Division, shail constitute the further drilling and
development obligations of the Unit Operator under this agreement for the period specified therein. Thereafter, from time to time before the expiration
al’ any existing plan, the Unit Operator shall submit for the approval of the AQ and the Division, a plan for an additional specified period for the

p and operation of the unitized land Subsequent plans should normally be filed on a calendar year basis not later than March 1 each year.
Any proposed modification or addition to the existing plan should be filed as a supplement to the plan

Any plan submitted pursuant to this section shall provide for the timely exploration of the unitized area, and for the diligent drilling necessary
for determination of the area or areas capable of producing unitized substances in paying quantities. This plan shall be as complete and adequate as
the AO and the Division, may di ine to be y for timely develop! and proper conservation of the oil and gas resources of the unitized

arca and shall:

(a)specify the number and locations of any wells to be drilled and the proposed order and time for such drilling, end

(b) provide a y of operaticns and production for the previous year.
Plans shall be modified or suppl d when y to meet changed conditions or to protect the interests of all parties to this agreement.
R ble dilig shall be ised in complying with the obligations of the approved plan of development and operation The AO and the

Division are authorized to grant a reasonable extension of the 12-month period herein prescribed for submission of an initial plan of development and
on operation where such action is justified because of unusual conditions or circumstances

After completion of a well capable of producing unitized sub: in paying quantities, no further wells, except such as may be necessary to
afford protecuon against operations not under ‘hls agreemnent and such as may be specifically approved by the AO and the Division shall be dritled

except in dance with an approved plan of P and op

11. ALLOCATION OF PRODUCTION  Al} unitized substances produced under this agreement, excepl any part thereof used in conformity
with good operating practices within the unitized area for drilling, operating, and other production or development purposes, or for repressuring or
recycling in accordance with a plan of development and operations that has been approved by the AQ, or unavoidably lost shall be deemed to be
produced equally on an acreage basis from the several tracts of unitized land, unleased Federal, 1f any. Each such tract shal} have allocated to it such
pcrccnlage of said production as the number of acres of such tract bears to the total acres of unitized land, unleased Federal, if any. There shalt be

|! d to the king tnterest 1(s) of each tract of umtized land, in addition, such p tage of the production attributable 10 the unieased
Federa! land wnhln the umuzcd area as the number of acres of such umtized tract included in smd unitized area bem 10 the total acres of unitized land
in said unitized area, for the pay of the p y royalty specified in section |5 of this agi Allocation of prod h der for
purposes other than for settlement of the royalty, ovemdmg royalty, or pay out of production obligations of the mpectivc working interest
owners, includi y royalty obligations under section 15, shall be prescribed as set forth in the unit operating agreement or as otherwise
mutually agreed by the uﬂ'ecled parties

12. ROYALTY SETTLEMENT. The United States and any royalty owner who is entitled to take in kind a share of the substances now
unitized hereunder shall hereafter be entitted to the right to take in kind its share of the unitized substances, and Unit Operator, or the working interest
owner in case of the operation of a well by a working interest owner as herein provided for in special cases, shatl make deliveries of such royalty share
taken in kind in conformity with the applicabl laws, and regulations Settl for royalty interest not taken in kind shall be made by
working interest owners responsible therefore under existing laws and regulations, or by the Unit Operator on or before the last day of each
month for unitized substances produced during the preceding calendar month; provided, however, that nothing in this section shall operate to relieve

the responsible parties of any land from their respective lease obligations for the payment of any royalties due under their leases

lf‘ gas ubtamcd from lands not subject to this agreement is introduced into the unit area hereunder, for use in repressuning, stimulation of
prod or g ulti recovery in conformity with a plan of development and operation approved by the AO and the Division, a like
amount of gas, after settlement as hercin provided for any gas transferred from any other area and with appropriate deduction for loss from any cause,

muy be withdrawn from the formation into which the gas is introduced, royalty free as to dry gas, but not as to any products which may be extracted

provided that such withdrawal shail be at such time as s may be provided in the approved plan of develop and ion or as may
otherwise be consented 10 by the AQ and the Division as g 10 good petrol gineering practice, and provided ﬁmher that such right of
withdrawal shall terminate on the ination of this Unit Agr t
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Royalty due on United States lands shall be computed as provided in 30 CFR Group 200 and paid in value or delivered in kind as to all

unitized subsiances on the basis of the thereof all d 10 unitized land as provided in Section 11 at the rates specified in the respective
lease, or at such other rate or rates as may be authorized by law or regulation and approved by the AO, provided, that for leases on which the royalry
rate depends on the daily average production per well, said average production shall be d ined 1n d with the operating I as

" though the unitized area were a single consolidated lease.

13. RENTAL SETTLEMENT. Rental or minimum royalties due on leases committed hereto shall be pard by appropriate working interest
owners under existing laws, and regut provided that nothing herein contained shall operate to relieve the lessees of any land from their
respective lease obligations for the payment of any rental or minimum royalty due under their leases Rentat or minimum royalty for lands of the
United States subject to this agreement shall be paid at the rate specified in the respective leases from the United States, unless such rental or

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

With respect to any lease on non-federal land containing provisions which would terminate such lease unless drilling operations are
commenced upon the land covered thereby within the time therein speci fied or rentals are paid for the privilege of deferring such drifling operations,
the rentals required thereby shall, notwithstand:ng any other provision of lhls agreement, be deemed to accrue and become payable during the term

thereof as exiended by this agreement and until the required drilling op; are d upon the land covered thereby. or until the unit area
establishes production
14. CONSERVATION. Operations h der and production of unitized sub shall be conducted 10 provide for the most economical

and efficient recovery of said substances without waste, as defined by or pursuant 1o State or Federal law or regulation.

15. DRAINAGE. The Unit Operator shall take such measures as the AQ deems appropriate and adequate to prevent drainage of unitized
substances for unitized land by wells on land not subject 10 this agreement, which shall include the drilling of protective wells and which may include
the payment of a fair and reasonable compensatory royalty, as determined by the AC.

16. LEASES AND CONTRACTS CONFORMED AND EXTENDED The terms, conditions, and provisions of all leases, subleases, and
other relating to exploration, drilling, develop or operation for oil or gas on lands committed to this agreement are hereby expressly
modified and amended to the éxtent necessary to make the same conform 1o the provisions hereof, but otherwise to remain in full force and effect, and
the parties hereto hereby consent that the Secretary , as to Federal leases, each by his approval hereof, or by the approval hereof by his duly authorized
representative, shall and does hereby establish, alter, change, or sevoke the drilling, producing. rental minimum royalty, and royalty requirements of
Federal leases committed hereto and the regulations in respect thereto to confonn said requlrements ta the provisions of this agreement, and, without
limiting the g Ity of the foregoing, ali leases, subl farl dified :

and are p ly in d with the foll

(a) The dcvclopmcnt and operation of lands subject to this agreement under the terms hereof shall be deemed full performance of all
i for d and operation with respect 1a each and every separatety owned tract subject to this agreement, regardlcss of whether there
is any development of any particular ract of this unit area

(b) Drilling and producing operations performed h der upon any tract of unitized lands will be accepted and deemed to be performed
upon and for the benefit of each and every tract of unitized land, and no lease shall be deemed to expire by reason of failure to drilt or produce wells
situated on the land therein embraced

(c) Suspension of drilling or producing operanons on all uninized lands pursuant to direction or consent of the AO or his duly authonzed

P ve shall be d d 10 itute such susp to such direction or consent as to each and every tract of unitized land A
suspension of drilling or producing op limited to specifi ed fands shall be applicable only to such lands.
{d) Each lease, sublease or contract relating to the exploration, drilling, develop: or aperation for oil or gas of lands other than those of

the United States committed to this agreement which, by its tenms might expire prior to the termination of this agreement, is hereby extended beyond
any such terms so provided therein so that it shall be continued in full foree and effect for and during the term of this agreement

(¢) Any Federal lease committed hereto shall continue in force beyond the term so provided therein or by law as 1o the land commitied so

Iong as such lease remains subject hereto, provided that a wetl capable of production of unitized sub in paying quantities is established in
paying quanlities under this unit agreement prior to lhc expiration date of the term of such lease, or in the event actual drilling operations are
commenced on unitized land, in d with p of this ag prior to the end of the primary term of such lease and are being
dlhsemly prosecuted at that time, such Federal lease shall be extended for two years, and so long thereafter as oil or gas is produced in paying
q in d with the provisions of the Act of February 25, 1920, as amended.

(f) Each sublease or contract relating to the operation and develos of unitized sub from lands of the United Stalm commuited to
this ngreemenl, which by its terms would expire prior 10 the time at which the underlying lease, as ded by the i diatel graph,

will expire, is hereby extended beyond any such term so provided therein so that it shall be continued in full force and effect for and dunrlg the term of
the underlying lease as such term is herein extended

{8) The segregation of any Federal lease itted to this agr is g d by the following provision in the fourth paragraph of
Seclmn 17 (|) of thc Mineral lmmg Act, as amended by the Act of September 2, 1960, {74 Stat. 781-784) (30 U.S C. 226 {m)}. "Any (Federal) lease
h orf itted to any such (Unit) plan embracing lands that are in pant within and in part outside the area covered by any such plan
shall be segregated into separate leases as to the lands committed and the lands not committed as of the effective date of unitization. Provided,
however that any such lease as to non-unitized portion shall inue in force and effect for the term thereof, but for not less than two years from the
date of such segreg and so long thereafter as oil or gas is produced in paying quantities "

17. COVENANTS RUN WITH LAND. The cavenants 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 land
or lease subject hereto shall be and hereby is conditioned upon the ption of all privileges and obligations hereunder by the grantee, transferee, or
other successor in interest No assignment or transfer of any working intesest, royalty, or other interest subject hereto shall be binding upon Unit
Operator until the first day of the calendar month after Unit Operator is fumished with the original, photostatic, or certified copy of the (nstrument of
transfer.

18 EFFECTIVE DATE AND TERM This agreement shall become effective on November 1, 2014, when approved by the AO and shall
automatically terminate five (5) years from said effective date unless:

{a) Upon application by the Unit Operator such date of expiration is extended by the AQ; or

(b) i is reasonably determuned prior to the expiration of the fixed terms or any extension thereof that the unitized land is incapable of
production of unitized sub in paying quantities in the ions tested h der, and afier notice of i ion 10 ) this ag on
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such ground is given by the Unit Operator to all parties in interest at their last known add, , this agr is d with approval of the AQ,
or

(c) a valuable di y of unitized sub in paying quantities has been made or accepted on unitized land during said initial term or any
extension thereof, in which event this agreement shall remain in effect for such tenm and so long thereafter as unitized sub can be produced as
10 Federal lands in quantities sufficient to pay for the cost of producing same from wells on unitized land. Should production cease and diligent
drilling of re-working operations 10 restore production or new production are not in progress or reworking within sixty {60) days and production is not
restored or should new production not be obtained in paying quantities on committed lands within this unit area, this agreement will automatically
terminate effective the last day of the month in which the last unitized production occurred; or

(d)itis volunlanly inated as provided in this agr Except as noted herein this agreement may be terminated al any time prior (o the
di y of unitized sub which can be produced in paying quantitics by not less than 75 per centum, on an acreage basis, of the working
interest owners signatory hereto, with the approvat of the AQ The Unit Operator shalt give notice of any such approval to all parties hereto Voluntary
termination may not occur during the first six (6} months of this agreement unless at least one obligation well shall have been drilled in conformance
with Section 6,

19. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The AQ is hereby vested with authority to alter or modify from
time ta time, in his discretion, the quantity and rate of production under this agr when such quantity and rate are not fixed pursuant to Federa)
or State law, or do not conform to'any State-wide voluntary conservation or allocation program which is established, recognized, and generally
adhered 1o by the majonty of operaters in such State. The above authority is hereby limited to alteration or modifications which are in the pubtic
interest. The public interest 10 be served and the purpose thereof must be stated in the order of alteration or modification. Without regard to the
foregoing, the AQ is also hereby vested with authority to alter or modify from time to time, in his discretion, the rate of prospecting and devel
and the quartity and rate of production under this agreement when such alteration or maodification is in the interest of attaining the conservation
abjectives stated in this agreement and is not in viotation of any applicable Federal or State law, and also to any Fee lands subject to this agreement as
to the quantity and rate of production in the ab of specific written approval thereof by the Division.

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

20 APPEARANCES Unit Operators shall, after notice 10 other parties affected, have the right to appear for and on behatf of any and all
interest affected hereby before the Depariment of the Interior, and the Division and to appeal from orders issued under the regulations of said
Department and the Division or to apply for relief from any of said lations, or in any p dings relative 10 operations before the Department and
the Division or any other legally ituted authonty; provided, h . that any other interested party shall also have the right at its own expense to
be heard in any such proceeding.

21. NOTICES. Al notices, di ds, or ired h der 10 be given or rendered to the parties hereto shall be in writing and
shall be personally delivered to the party or parties, or sent by pos!pald registered or certified mail, to the last known address of the party or parties

22 NO WAIVER OF CERTAIN RIGHTS. Nothing contained in this agr shall be d as a waiver by any party hereto of the
right 10 assert any legal or constitutional right or defense as to the validity or invalidity of any law of the State where unitized lands are located, or of
the United Slates, or regulations issued thereunder in any way affecting such party, or as a waiver by any such party of any right beyond his or its
authority to waive.

23. UNAVOIDABLE DELAY. All obligations under this ag quiring the Unit Operator to commence or continue drilling, or 1o
operate on, or produce unitized substances from any of the tands d by this agr , shall be suspended while the Unit Operator, despite the
exercise of due care and diligence, is pr:v:n!ed from complying with such obllgauons in whole or in pant, by strikes, acts of God, Federal, State, or

| law or ag idabl Ilable delays in portation, inability to obtain 'y o equif (n open
mark:t. or other mancm beyond the reasonable controt of the Unit Operatar whether similas 1o matters herein enumerated or not

24. NONDISCRIMINATION. In ion with the perft of work under this agreement, the Unit Operator agrees to comply with all
the provisions of Section 202 {1) 10 {7) inclusive of Executive Order 11246 (30 F.R. 123}9), as amended which arc hereby incorporated by reference

in this agreement.

25, LOSS OF TITLE  In the event title to any tract of unitized land shal fait and the true owner cannot be induced to join in this unit
agreement, such tract shall be ically regarded as not itted hereto, and there shall be such readjustment of future costs and benefits as may
be required on account of the loss of such title. [n the event of a dispute as to title to any royalty, working interest, or other interests subject thereto,
payment o delivery on account theseof may be withheld without liability for interest until the dispute is finally settled; provided, that, as to Federal
lands or leases, no payments of funds due the United States should be withheld, but such funds shall be deposited as directed by the AG, to be held as

d money pending final settl of the title dispute, and then applied as camed or returned 1n recordance wath such final settlement.

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

26 NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of any substantial interest in a tract within the unit area fails or refuses to
subscnbe or consent to this agreement, the owner of the working interest in that tract may withdraw the tract from this agreement by wntten notice
delivered to the proper Bureau of Land Management office the Division and the Unit Operator prior to the approval of this agreement by the AO Any
oil or gas interests in lands within the unit area not committed hereto prior to final approval may thereafter be commitied hereto by the owner or
owners thereof subscribing or consenting to this agreement, and, If the interest, is a working interest, by the owner of such interest only subscribing to
the unit operating agreement

Afler ions are dh der, the right of subsequent joinder, as provided in this section, by a working interest owner is subject

P

to such requi or approval(s), if any, pertaining to such joinder, as may be provided for in the unit operating ag After final app

hereof, joinder by a non-working interest owner must be censented to in writing by the werking interest owner committed hereto and respensible for
the payment of any benefits that may accrue hereunder in behalf of such non-working interest. A non-working interest may not be committed to this

unit agr uniess the cerresponding working interest is itted hereto. Joinder to the unit agreement by a working interest owner, at any time,
must be accompanied by appropriate joinder to lhe unit opemmg agreement, in order for the interest to be ded as itted to this agt

Except as may otherwise herein be provided, subsequent joinders to this agr shall be effective as of the date of the filing with the AO and the
Division of duly executed counterpasts of all or any papers y to establish effective i of any interest and/or tract to this agreement.

27. COUNTERPARTS. This agreement may be executed in any number of counterparts, no ane of which needs to be executed by ail parties,
or may be ratified or consented to by scparate instrument in writing specifically referring hereto and shall be binding upon all thase parties who have
executed such a counterpart, ratification, or consent hereto with the same force and effect as if all such parties had signed the same document and
regardless of whether or nol it is executed by all other parties owning or claiming an interest in the lands within the above-described unit area
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28 SURRENDER. Nothing in t!us gr shall prohibit the ise by any working interest owner of the right to surrender vested in
such party by any lease, subl ot asto aII or any part of the lands covered thereby, provided that each party who will or might
acquire such working interest by such surrencler or by forfeiture as hereafter set forth, is bound by the terms of this agreement

If, as a result of any such surrender, the working interest rights as 1o such Iands become vested in any party other than the fee owner of the
unitized substances, said party may forfert such rights and further benefits from op h der as to said land to the party next in the chain of
title who shall be and become the owner of such working interest.

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

{a) accept those working interest rights subject to this agreement and the unit operating agreement; or

{b} lease the portion of such land subject to this agi and the unit operating ag . or
(c) provide for the independent operation of any part of such land.

If the fee owner of the unitized substances does not accepl the working interest rights subject to this agreement and the unit opcrating
agreement or lease such fands as above prowdcd wnhm six (6) months after the surrender or forfeited working 1nterest rights become vested in the fec
owner, the benefits and obligations of op g 1o such lands under this agreement and the unil operating agreement shal! be shared by the
remaining owners of umllzed working i mlen-,sls in accotda.nce with their respective working interest ownerships, and such owners of working interests
shal! compensate the fee owner of unitized substances in such lands by paying sums equal to the rentals, minimum reyalties, and royalties applicable
to such lands under the lease in effect when the lands were unitized

An appropriate accounting and settlement shal) be made for all benefits accruing to or payments and expend made or i d on behalf
of such surrendered or forfeited working interest subsequent to the date of surrender or forfeiture, and payment of any monies found to be owing by
such an accounting shall be made as between the parties within thirty (30) days.

The exercise of any right vested in a working interest owner 10 reassign such working interest to the party from whom obtained shali be
subject 10 the same conditions as sct forth in this section in regard to the exercise of a right 1o surrender.

29. TAXES. The working interest owners shall render and pay for their account and the account of the royalty owners ail valid taxes on or

d by the unitized sub: in and under or that may be produced, gathered and sold from the land covered by this agreement afier its
effective date, or upon the proceeds derived therefrom. The working interest owners on ach tract shall and may charge the proper proportion of said
taxes to royalty owners having interest in said tract, and may curmrently retain and deduct a sufficient amount of the unitized substances or denvative
products, or net proceeds thereof, from the allocated share of each royalty owner to secure reimbursement for the taxes so paid No such taxes shail be
charged to the United States or the State of New Mexico o to any lessor who has a contract with his Jessee which requires the lessee to pay such taxes

q 4

30 NO PARTNERSHIP. It is expressly agreed that the relation of the parties hereto is that of indep s and nothing
in this agreement, expressed or implied, nor any operations conducted hereunder, shall create or be deemed to have created a partnership or association
between the parties hereto or any of them.

31. SURFACE AND ENVIRONMENTAL PROTECTION STIPULATIONS. Nothing in this agreement shall modify or change either the
special Fedeml lease stipulations relating to surface management or such special Federal lease stipulations relating to surface and environmental
protection, attached to and made s part of, Oil and Gas Leases covering lands within the Unit Arca

TN WITNESS WHEREOF, the panties hereto have caused this agr to be d and have set opposite their respective names the date
of execution

ENCANA OIL & GAS (USA) INC.

By
Constance D. Heath
Attomey-In-Fact
Date of Execution

Address 370 17th Street
Denver, Colorado 80202

STATE OF _.CQLQEAQQ__)
COUNTY OF ‘_mm__)
On this day of 2015 before me appeared ___Constance D Heath  to me personally known, who, being duly
sworn, did say that she is the __Attomey-in-Fact |, of __Encana Ol & Gas (USA) Ing, __ and said __Constance D Heath _ acknowledged said

instrurment to be the free act of deed of said corporation.

My C ission Expires:

Notary Public
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- ng Venado Canyon Unit

Tract Number

Exhibit "A"
Venado Canyon Unit

Sandoval County, New Mexico

N mme s e e
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Encana Oil & Gas (USA) Inc. et. al.

HBP
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NMNM 109385Y

% Encana Oil & Gas
(USA} Inc. et. al.
! HBP
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Encana Cil & Gas Encana Qil & Gas

(USA) Inc. et. al. (USA) Inc. et. al.
HBP HBP  4/14/2019
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NMNM 117562
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Encana Oil & Gas (USA) Inc. et. al. 9
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100.0000%
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{USA) Inc. et. al.
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Serial Numbes / Lessor

EXHIBIT "B"

ge and Kind of O S

of Olf and Gas

VENADO CANYON UNIT AREA

Sandaval County, New Mexico

Lessoe of Record Overriding Royaity Working interest
Tract Descriptron Number ant Expication Date and and and
Number of Land of Acres of Lease Mineral interast Parcentege Basic Royally and Percentage Percentage Percentage
The Oil and Gas Leasse o bed in this are limited to tha stratigraphic equivalant of the interval described as the Mancos $hale Group, including the genetically related rocks from 100 faet below the
stratigraphic equivalent of the top of the Mancos Shalg (base of Mesa Verde Group) to the stratigraphic equivalent of base of the Greenhorn Limestone as shown in the DOUBLE OUGHT 1 (API #300432008900C0).
EEDERAL LANDS:
1 Township 22 North,_Range § West NMPM 1,440 00 NMNM 109385 100 00CO00% Dugan Production Corp 100 000000% USA - All Dagan Production Corp 2 500000% Encana Oil & Gas (USA) Inc 50 000C00%
Section 1 82 Effecuve Date (12 5%) Dugan Producton Corp 50 000G00%
Secton 11 W2 SE 12/1172002
Secton 12 Al Expranon Date
HBP
2 Townshi ange 6 W 48000 NMNM 109390 100 000000%  Dugan Producion Corp 100 000000% USA - All Dugan Proguction Corp 2 500000% Encana Cil & Gas (USA} Inc 50 000000%
Section 23 W2 Effective Date (12.5%) Dugan Production Corp 50 000000%
Secton 24 NE 1210172002
Expsration Date
HBP
3 Townsh N Ra 6 West NMPM 224000 NMNM 117562 100 000000% Robert t_ Bayless Producer t1C 100 000000% USA - AN Bayless Ranches, LLC 7 500000% Encana Oll 8 Gas (USA) In¢ 87 S00000%
Secton 10 E2, SW Effective Data {12 5%} Robest L Bayless Producer, LC 12 S00000%
Section 13 Al 0310172007
Section 14 ANl Expratrort Date
Section 15 N2, SW HEP
3 Federa) Tracts Totalling 4,160.00 acres or 96.296296% of Unit Area
1of2

Betonnie Tsosie Wash Unit



Serial Number / Lessor Lassee of Record

Overriding Royalty . Working intarest
Tract Description Number and Expiration Date and and and
Numbar of Land of Acres of Lease Mineral Interest Perceniage Basic Royalty and Percentage Percant: Pﬂm_"u_az
Tha Qi) and Gas Lease inthis ara limited to the of the inteeval

as the Mancos Shale Group, including the genetically refated rocks from 100 feet below the
stratigraphic equivalent of the top of the Mancos Shale (base of Mesa Verde Group) to the stratigraphic equivalent of basa of tha Greenhorn Limestone as shown in the DOUBLE OUGHT 1 {AP( #30043200850000).

STATELANDS; NONE

Q State Tracts Totalling - acras or 0.00% of Unit Area

PATENTED LANDS:

4 JTownshp 22 North Ranqe 6 West NMEM 160 00 Meamon Qil & Gas Corporaton 48 048611% Encana Oxl & Gas {USA) Inc 75.000000% Meman O & Gas Corporaton None
Section 11 NE Bk 417/Pg 23480 Dugan Producton Corp 25 000000% (20%)
Effectve Date
097152014
Expiration Date
09/15/2018

Encana Od & Gas (USA} Inc 75 000000%
" Dugan Production Corp 25.000000%

Danaid J Metnion Trust, et af 39 45138%% Encana Ot & Gas {USA) inc 75 000CG00% Donald J Merrion Trust, et al None
Bk 417/Pg 21870 Dugan Production Cotp 25 DO0Q00% (20%)
Effectve Date
091152014
Expiraton Date
08152019

Encana Ol & Gas {(USA] Inc. 75 000000%
Dugan Production Corp 25.000000%

LornaR Harvey 12 500000% Encana O1l & Gas {(USA}inc 75 000000% toma R Harvey None
Bk 417 /Pg 98123 Dugan Praduction Carp 25 000000% {20%)
Effectve Dale
04/14/2014
Expration Date
0441472013

Encana O1l & Gas {USA) Inc 75.000000%
Dugan Producuon Corp 25 000000%

1 Paterted Tract Totalling 160.00  acies of 3.703704% of Unit Area

ALLOTYED LANDS NONE

0 Allottad Tracts totalling - acres or 0.00% of Unit Area

Totat Unit Acres 4,320.00

Federal 4,160.00 96.296296%
State - 0.0000%

Paterted 160.00 3.703704%
Allotted - 0.0000%

Total Unit Acres 4,320.00 100.0000%

2af2 Betonnie Tsosie Wash Unit



