TEXLAND PETROLEUM, L.P.
EXPLORATION AND PRODUCTION
777 MAIN STREET, SUITE 3200
FORT WORTH, TEXAS 76102

(817) 336-2751

November 7, 2013

Mrs. Catherine Prichard Kaplan
3916 McFarlin Blvd
Dallas, TX 75205

Re:  Texiand Petroleum, L.P.

Notice of Force Pooling
Leasing / Participation Election

Dear Mrs. Kaplan:

Texland Petroleum, L.P., is preparing to drill a well on the following described lands in
Lea County, New Mexico (the “Land”). '

Township 17 South, Range 37 East, NM.P.M.
Section 3: SW/4

Texland has obtained oil and gas leases covering 73% of the mineral interest in the Land, and
will seek approval from the New Mexico Oil Conservation Division of a 160 acre Spacing Unit
encompassing all of the Land with the intent of drilling a well to test the Strawn formation in

February 2014,

Textand recently received a title opinion crediting “John F. Prichard and wife, Edna C.
Prichard” with a 1/40 mineral interest in the Land. Continental Land Resources has acted as
broker for Texland in obtaining leases covering the Land, and they determined (i) that John and
Edna are deceased, and (ii) that you are their only child. Nothing has been filed of record with

respect to your parents’ estates in Lea County.

There are a couple of matters we need to resolve with respect to your interest. First,
Continental has obtained a copy of your father’s will, whereby everything passed to the Family
Trust of Dr, and Mrs. John F. Prichard, Unfortunately, New Mexico law is different from Texas
law with respect to “foreign” probates, or probates occurring out of state. If a New Mexico
resident owned somehting in Texas, all they have to do to transfer title is file an exemplified
copy of the New Mexico probate proceedings in the Texas county records. However, New
_ Mexico requires an “Ancillary Probate” proceeding in order to process a foreign probate. Thus,

in order to get title into the Family Trust, New Mexico law requires that you hire a lawyer and
have a brief proceeding in 8 New Mexico court. The other altemative is having a the interest
pass as though your parents were intestate. The oufcome would be that you would hold title to
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the interest as the sole heir. However, this would also require a formal adjudiéation in a New
Mexico court as to your heirship.

The probate proceeding is not very difficult, but it can still cost a couple thousand dollars
or morc to complete. This is not an insignificant amount of money, particularly when you do not
know if the minerals will have any value until after we drill. What Texland tends to do in this
situation is obtain oil and gas leases from every possible heir or beneficiary under a foreign will.
This allows us to drill a well without the risk of an unleased interest, and we can determine if it
will be a producer. If the well proves to be a producing well, we will notify you and suspend
payment of royalty until you are able to conduct the required proceedings in the New Mexico
courts. Alternatively, if the well turns out to be a dry hole, you can avoid the hassle and expense
of having your parents’ estates probated in New Mexico.

Texland is pleased to offer you an oil and gas lease on the following terms, which match
the best terms offered to any mineral owner with an interest in the Land:

Bonus: $500 per net mineral acre
Royalty: 1/4
Term: Three years

In this case, I need to obtain an oil and gas lease from you individnally, as well as the trustees of
the Family Trust of Dr. and Mrs. John F. Prichard. I have enclosed two lease forms for you to
execute. If you would prefer to lease your interest, please complete the following:

(2)  Execute the oil and gas lease in your individual name,

(b)  Have the trustees execute the oil and gas lease in the Trust’s name.

(b)  Acknowledge your execution of the leases before a Notary Public.

(¢)  Complete the enclosed W9 form for you individually and the trust.

(d)  Return the signed and acknowledged lease forms and W-9s to my attention at the
address above.

(€  Upon receipt of your lease, Texland will promptly issue you a check for the bonus
amount due. The check will be payable to both you and the Family Trust.

Before we can pay the bonus, I will also need a copy of your mother’s will, and an affidavit
of heirship reciting that both of your parents are deceased and you are their only child.
This documentation will help us confirm that we have every possible beneficiary or heir leased.

In the event you prefer not to lease, there are two options available to you at this time:
Option 2: Participate in the Project Area as a working interest owner.

As mentioned above, Texland plans to drill a well this winter on the Land (the “Well”).
You may elect to participate in the drilling of the Well. As a participant, you would be
responsible for your ownership percentage share of all costs associated with the drilling and
completing of the Well, but would also receive your ownership percentage share of proceeds
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from the sale of oil and gas from the Well in lien of a royalty. We have enclosed an
Authorization For Expenditure (an “AFE”), which reflects the total projected cost of drilling and
completing the Well. If you would like to participate please sign and return the enclosed AFE.
‘We would note for your reference that the AFE is merely an estimate of costs with respect to the
Well, and not a reflection of the total actual costs involved. Actual costs may be higher or lower
than the estimated cost shown in the AFE. If you elect to participate, you will also be subject to
a Joint Operating Agreement with Texland as Operator of the Well. If you are interested in
participating in the Well and want to review the Joint Operating Agreement, I am happy to send
you a copy for your review at your request.

Option 3: Application for Forced Pooling under NMSA 70-2-17.

If you elect not to execute a lease covering your Mineral Interest or participate in the
Well, Texland will file an application for a pooling order as permitted under NMSA 70-2-17, I
have enclosed a copy of the statute for your review. Should you elect to be subject to a forced
pooling, we specifically call to your attention the 200% penalty provided for in 70-2-17. That is,
you will not be entitled to any proceeds from the sale of oil or gas produced from the well until
Texland has recovered 300% of its cost of drilling and completing the well.

Texland respectfully requests that you make your election on ar before Friday, November
22,2013, At that time, Texland will proceed with an application for a unitization order from the
NMOCD with respect to your interest.

If you have any questions, please call me at the number listed above, or email me at
wwoods@texpetro.com.

Yours very truly,

)

Wilson C. Woods
Land Manager & Counselor

Enclosures:

(1)  Oil and Gas Leases
(2)  Internal Revenue Service Form W-9s
(3)  Authorization for Expenditure with respect to the proposed well

(4)  Copy of NMSA §70-2-17.




Form W"g Request for Taxpayer fewa:;::l g’ot:f:t
(e Decamber 2010 Identification Number and Certification sond & tho RS,
Internal Revenue Sarvice

Nama (a3 shown on your Incoma Lax return}

Busliness name/disregarded entlty name, Il ditlerent from above

Check appropriate box for faderel tax classification: '

£ nddualecle proprieter L) G Corporation [ & Corporation [ Patnerstip [ Trustisstate
I D Exempt payes

{3 Othar (ses Instructions] »

[O Umited tablity company. Enter tha tax classification (G=G corpomtion, 5+ corporalion, P=partnership)

Addrasp (number, alreat, and apt. or sulle no.)

Requester's name end eddress (optional}

Gily, slate, and ZIP code

Print or type
Seq Specifie Instructions on page 2.

List account mumber(s) hare {optlenal)

IIIME Taxpayer identitication Number (TIN}

Enter your TIN In the sppropriate box. The TilN provided must match the name glven on the “Name" line
to avald backup withholding. For Individuals, this la your soalal security number {SSN). Howaver, for a

resident allen, sole propristor, or distegarded eniity, see the Part | Instruclions on page 3. For other - -
enlities, It s your employer Identificallon rumber (EIN). If you do not have a numbar, ssa How to gel a

TIN on page 3.

Nota. If the account Is In more than one name, see the chart on page 4 for guldefines on whoss

number to entar.

Sodle! zecurty ntimber

Employar Idoniilvailon number

EE Certification

Under penallies of pedury, | certify thal:

1. Tha number shown on this form ls my comect taxpayer Identifleation number for | am walting for a number to be lssued to me), and

2, | amnot subject to bacikup withholding because: {a) | am exempt from backup withhelding, or (b) 1 have riot been notiflad by the Intemat Revenua
Sarvice (IRS) that | am subject to backup withholding as a result of a fallure to report all interest or dividends, or {c) the IRS has notiflad me that | am

na longer subject to backup withholding, and
8. 1am a U.8. cltizen or other U.S. person {defined betow).

Certiticatlon Instruoctions, You must cross out tem 2 abova If you have been notifiad by the IRS that you are currently subject to backup withholding
because you have falled to report all Interest and dividents on your tax retum. For real estate transactions, item 2 does not epply. For motgage
interest pald, ecqulsiion or ebandorment of secured property, cancellation of debt, conlribulions to an Indlvidud rellrement errangement (fRA), and
generally, payments othar than Intereat and dividends, you are not required to elgn the cerililoation, but you must provide your correst TIN, See the

Instructions on page 4.
Sign Glgnaturs of
Here | u.5.person> Dals >

General Instructions

Sestlon references are {o the Intefnal Revehus Code untass othetwiso
noted,

Purpose of Form

A peraon who Is required to fila an informatlon retumn with the IRS must
obtaln your correct taxpayer Identiflcation number (TIN) to report, for -
example, Income pald to you, real estate transactions, mortgage Intetest
you pald, acqulsition or sbandonment of sscured property, cancellation
of debt, or contributlons you mada to an 1RA.

Use Form W-9 anly If you are a U.S, person (including & resident
alien), to provide your cotrect TiN to the parson raquesting 1t (the
raquester} and, when appllcable, to!

1, Gertify that the TIN you are glving Is correct (or yau are waltlng fora
number to be lssued),

2, Cerlily that you are not subject to backup withhaolding, or

8. Clalm exemption from backup withholding if you are a (1.5, exempt
payee. If appllcable, you ere also cettifying that as a U.8. peraon, your
allocable share of any partnership Ingome frotn a U.S. trade or bushess
Is not sbject to the withholding tax on forelgn pariners’ share of
sffectivaly connacted Incoms.

Note. If a requester gives you a form other than Form W-9 to requaest
your TiN, you must use the requester's form if (t fs substanifally similtar
to this Form W-8.

Dafinition of a L,S. person. For federal tax purposes, you ara
consldered a U.8. parson if you are:

s An tndividual who Is & U,8. citlzen or U.S, resldent allen,

» A partnership, corporatjon, company, or assotlation created or
arganized In the United States or undar the lawa of the Unltad States,

» An aslate {other than a forelgn estate), or
* A domestlc trust (as defined In Regulations sectlon 304.7701-7).

Spectal rules for partnerships. Partnarships that conduct a trade or
business In the Unfted States are generally raquired to pay a withholding
tax on any fotelgn parners’ share of incorne from such business.
Further, In cettaln cases whera a Form W-9 has not been recelved, a
parinership la required to prasume that a partner Is a forelgn persan,
and pay the withholding tax. Therefors, If you are a U.6. porson thatls a
pariner In e partnership conducting & trade or businesa In the Uplted
Slates, provide Form W-4 to the partnarship to establish your U.S.
status and avold withholding en your shars of parinership Incaima.
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- Give Form to the
Form W 9 Request for Taxpayer requester. Do not

e oLy Identification Number and Certificatlon sond to the IRS.
Intomnal Reverus Servico

Namea {ga shovn an your inoome Lax ratism)

Buyiness name/disragarded enlity name, I difforent from ebove

Chack appropriato box for federal tax classification:
[7J ndtvidunvecle propttor (] CCorporation [ 8 Comporation [ Partnership [ Trustleatate

] Cther (see Instructions) »
Address (number, sirast, and apt. or sulta no,)

Raquester's name and addresa {oplionz)

b

:

% é (] United FalsBty company. Enfer the tax classificalion (O=G corporalion, 88 corporalion, Pepartrership) & [ exempt payes
E )

% Gity, stalo, and ZIP Gode

List account mumber(a) hars (optional}

IEZXN_Taxpayer Identification Number {TiN}
Entsr your TIN In the appropilate box. The TiN provided must match the name glven on the “Name® {ine | Soclal aecurily number

to avold baddwup withholding. For Individuals, this Is your soclal sacurity mumber (SSN). Howaver, for a
resident aflen, sole propristor, or disregarded entity, see the Part | Instructions on page 3, For other -
entitiss, It s your employer [dentification number EIN}. If you do not have a number, ses How to get a

TIN onpege 3.
Note. If the account s in more than one nams, See the chart on page 4 for guidelines on whose [ Ertployer identiiloatlon number
numbar to enter.

Bl Certitication

Under panaltles of perjury, | certlfy that:

1. The number shown on this farm {s my corect taxpayer [dentfication number {or | am wamng for & number to ba lssuad to me), ahd

2, 1 am hot stibject to backup wllmmldhg because; {p) ) am exsmpt from backup withholding, or {b) ] have not been notifled by the Interna! Revenue
Sarvico (RS) that | am subject to backup withholding as a result of a fallure to report alf interest or dividends, or (¢} the IRS has notified mo that | am
no longer subject to backup withholding, and

3. 1 am a U.8. citizen or other U.S. person {defined below).

Certification instruolions. You must cross out iiem 2 ebove If you have been nollilad by the IRS that you are currently sublact to backup withholding
baceuse you have falled to report all Interest and dividends on your tax retum. For real astate transactlons, ltem 2 doss not apply. For maortgage
Intarest pald, acqulsition or abendoniment of sacured propaity, cancellation of debt, contributions 1o an Indlvidual retirement arrangement (iRA), and
gensrally, paymenta other than Interest and dividends, you are not requlrad to sign lha certification, but you must provide your correct TIN, Bee the

Instructions on page 4.
Sign Stgnaturo of

Here U.S. person > Data >
Nate, if a requestsr glves you & form other than Form W-9 to request
General Instructlons your TIN, you must use the requester’s form If It Is substantlally simller
Saootlon refarencas are to the Intemal Revenue Code unlass otherwlse to this Form W-9,
noted. Definition of & U.S. person, For federal tax purposes, you are
Purpose of Form : consldared a U.S. parson If you are!
A paracn who Is raguired to file an Information return with the IRS must * &n Individual who Is @ U.8. oltizon or LLS, reskdent allen,
chtaln your correct laxpayer Identification number (TIN} to report, for » A parirarship, corporation, company, or assoclation created or
example, income pald to you, real eatate transactions, mortgage Interant organized In the United Stales or under the laws of the United Statss,
you pald, acqulsition or ebandonment of sectred property, canceliation » An estate {other than a forelgn estats), or
of debt, or contifbutians you made o an IRA.
* A domestlc irust {ag defined In Regulatlons eection 301.7701-7).
Use Form W-8 only If you are a U.S, person (including a resident
allen), to provide your cotrct TN to the person requesting It fite Spoclal rules for partnerships. Peitnerships that conduct a trade or
requester) and, when applicabls, to: business In the United States are generally required to pay a withholding
tax on any forelgn partners’ share of income from such businass.
1. Celify that the TIN you are giving Is correct (or you are walling fora  pegiher, In certaln cases where 8 Form W-8 has not been recelved, a
number to b Issued), paitnership Is required to presums that & partner Is a forelgn person,
2, Cerllfy that you are not subject to backup withhotding, or and pay the withholding tax. Therefots, if you are & U.8. person thatIs a

partner In a partnanship cenducting & Irade or business In the Unlted )
3. Clalm exemplion from backup withholding If you are a U.S, axempt Statas, provide Forem W-9 to the partrerstip to astabilsh your U,

payes. If applicabls, you are aiso certifylng that as a U.S, person, your )

allocablo share of any partership thcome from & U.S, trade or business status and avold withholding on your shere of partnership Income.
{s not subject to the withholding tax on forelgn partners’ share of
effectively connected Incoma.
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. 1usna New Mexco Public Access Law

70-2-17. Equitable allocation of allowable production; pooling; spacing.

A. The rules, regulations or orders of the division shall, so far as i is practicable to do so, afford to the
owner of each property in a pool the opportunity to produce his just and equitable share of the oil or gas, or
both, in the pool, being an amount, so far as can be practically determined, and so far as such can be practicably
obtained without waste, substantially in the proportion that the quantity of the recoverable oil or gas, or both,
under such property beats to the total recoverable oil or gas, or both, in the pool, and for this purpose to use his

just and equitable share of the reservoir energy.

B. The division may establish a proration unit for each pool, such being the area that can be efficiently and
economically drained and developed by one well, and in so doing the division shall consider the economic loss
caused by the drilling of unnecessary wells, the protection of correlative rights, including those of royalty ownets,
the prevention of waste, the avoidance of the augmentation of risks arismg from the drilling of an excessive
mumber of wells, and the prevention of reduced recovery which might result from the drilling of too few wells,

C. When two or more separately owned tracts of land are embraced within a spacing or proration unit, or
where there are owners of royalty interests or undivided interests in oil and gas minerals which are separately
owned or any combination thereof, embraced within such spacing or proration unit, the owner or owners thereof
may validly pool their interests and develop their lands as a unit. Where, however, such owner or owners have
not agreed to pool their interests, and where one such separate owner, or owners, who has the right to drill has
drilled or proposes to drill a well on said unit to a common source of supply, the division, to avoid the drilling of
unnecessary wells or to protect correlative rights, or to prevent waste, shall pool all or any part of such lands. or
interests or both in the spacing or proration unit as a unit.

All orders effecting such pooling shall be made after notice and hearing, and shall be upon such terms and
conditions as are just and reasonable and will afford to the owner or owners of each tract or interest in the unit
the opportunity to recover or receive without umecessary expense his just and fair share of the oil or gas, or
both. Each order shall describe the lands inchided in the unit designated thereby, identify the pool or pools to
which it applies and designate an operator for the unit. All operations for the pooled oil or gas, or both, which
are conducted on any portion of the unit shall be deemed for all purposes to have been conducted upon each
tract within the unit by the owner or owners of such tract. For the purpose of determining the portions of
production owned by the persons owning interests in the pooled oil or gas, or both, such production shall be
allocated to the respective tracts within the unit in the proportion that the number of surface acres inchided within
cach tract bears to the mmiber of surface acres included in the entire unit, The portion of the production allocated
to the owner or owners of each tract or interest included ina well spacing or proration wnit formed by a pooling
order shall, when produced, be considered as ifproduced from the separately owned tract or interest by a well
drilled thereon. Such pooling order of the division shall make definite provision as to any owner, or owrets, who
elects not to pay his proportionate share in advance for the prorata reimbursement solely out of production to the
parties advancing the costs of the development and operation, which shall be limited to the actual expenditures
required for such purpose not in excess of what are reasonable, but which shall inchide a reasonable charge for
supervision and may inchide a charge for the risk involved in the drilling of such well, which charge for risk shall
not exceed two hundred percent of the nonconsenting working inferest owner's or owners' prorata share of the
cost of drilling and completing the well.

In the event of any dispute relative to such costs, the division shall determine the proper costs after due
rotice to interested parties and a hearing thereon. The division is specifically authorized to provide that the owner
or owners drilling, or paying for the drilling, or for the operation of a well for the benefit of all shall be entitled to
all production from such well which would be received by the owner, or owners, for whose benefit the well was
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