I o VIA US CERTIFIED MATL, RRR

ENERGY

March 11,2013

New Mexico Highway and Transportation Department
1120 Cerrillos Road

Santa Fe, NM 87501

Estimated WI*: .19791667%

(UNLEASED MINERALS)

(*subject to updated Division Order Title Opinion)

RE: Ropco 16-1H
Township 29 North, Range 14 West, Section 16: N/2
Township 29 North, Range 14 West, Section 17: NE/4
San Juan County, NM

Dear Interest Owner:

XTO Energy Inc. (XTO) proposes the drilling, completion of the Ropeo 16-1H well as a single
lateral horizontal well testing the Mancos formation. Enclosed is our AFE covering the
proposed well.

The surface location is located 978 feet from the north line and 1,005 feet from the east line of
Section 16, Township 29 North, Range 14 West. We plan to dnil! to a total vertical depth of
5,144 feet and a total measured depth of 10,319 feet, with a terminus bottom-hole location being
692 feet from the south line and 1,925 feet from the east line of Section 17, Township 29 North,
Range 14 West.

Each working interest owner has thirty (30) days from receipt of this letter to make a
participation election in the proposed well. Pleasc evidence your participation election to our
proposal by executing and returning a copy of this letter to the attention of the undersigned.
Should you elect to participate, please also execute and retumn a copy of the enclosed AFE.

If you fail to make an election to participate in the proposed well within thirty (30) days from
receipt of this letter, XTO plans to impose a risk penalty as provided for by New Mexico State
law. Any non-participating owner may object to the risk penalty by either responding in
opposition to the petition for a risk penalty, or if no such petition has been filed, by submitting a
request for hearing with the New Mexico Oil & Gas Commission.

A proposed Joint Operating Agreement will be forthcoming. A Drilling and Division Title
Opinion covering the spacing unit is being prepared. Should you participate and desire a copy of
the same, please contact the undersigned and we will provide an electronic copy once each are
available.

Oil Conservation Diyis;
Case No.

Exhibit No.

XTO Energy Inc. » 8iD Houston Street « Fort Worth, Texas 76102-6298 « (817) §70-2800 - Fax: (817) 865-1854
An ExxonMobll Sybsidiary



"XTO Energy Inc.
Ropeo 16-1H
March 11, 2073

We anticipate commencing drilling operations on the proposed Well in this drilling unit on
or before May 31, 2013. As such, your expedited responsc to our proposal would be most
apprecikated.

An offer to lease your mincrals is hereby attached. Please call Paul Lehrman at (505) 333-3172,
should you wish to lease your minerals.

Any questions may be directed to the undersigned at (817) 885-1130 or
Cy_Zimmerman{@xtoenergy.com. Respoase by facsimile should be sent to (817) 885-1854,

Sincerely,

(fgmmerman

Associate Landman

ELECT TO PARTICIPATE in the proposed drilling and completion of the Ropco 16-1H limited to the
working interest of the undersigned party.

ELECT TO NOT PARTICIPATE in the proposed drilling and completion of the Ropco 16-1H as to the
working interest of the undersigned party, subject to risk penalty as provided by New Mexico law.

Name:

Title:

Signature:

Date;

Company:




'I-"roduce'l."s 88 - New Moxico Form 342P, Paid-Up

OIL & GAS LEASE

THIS AGREEMENT made this 6th day o f March, 2013, by The New Mexico State Highway Dept., whase sddress ks Poat Office Box 114‘9.
Sarta Fe, New Maxico 875041149, herein caled lessor (whether one of more) and XTO Energy inc., 810 Houston St.. Fort Worlh, X 76102, lesasee:

1. Lassor, in conskderztion of TEN AND OTHER DOLLARS in had paid, seceipt of which is here acknowiedged, and of the royalties herein
provided and of the agreerments of tha lesses herein contained, hareby grants, leases and lets exclusively unto lessee for the purpose of investigating.
exploring, prospecting, driling, and cperating for and producing cll and gas. injecting gas, waters, other Nuids, and air Inta subsurface strata, laying pipe
Enes, storing oil, building tanks, rondways, telephone lines, and other structursa and things thereon to procuce, sove, lake care of, treat, process, store
and transpor said minerats, tha foliowing described land in San Juan County, New Maxico, to-wit:

4] n 4
Section 17: NE/4

Saud land is estimated to comprise 160,00 acres, whether it actuafly comprises more of less.

2, Subjest te the other provisions harain contained, this lease shall remain in force for a tam of Threa (3} years from this date {called "primary
temn®) and as long thereafter a3 oil or gas is produced from said Jand or from land with which said land is pooled.

3. The royalties to ba paid by lessee are: (a) on oil, and other liquid hydrocarbons saved at ihe well, one-eighth (1/8) of thal produced and
saved from said land, same 10 be delivered at the wells or to the credit of lessor in tha pipeline ta which the wals may ba connactad: (b) on gas,
including casingheas ges or other gaseous substance produced from said land and used off the pramises or used in the manufactura of gesoline or
other produtts, the market vatue at the well one-eighth {1/8) of the gas used, provided that on gas sokl on or off the pmmises, tha royalties shall ba one-
eghth (1/8) of the amount reallzed from such sale; (c) and at any time whan this leass is not validated by other provisions hereof end them Is a gas
and/or condensste well on aaid land, or land pooled therewith, bit gas of condansate is nol being 86 sold or used and such well is shut In, either before
or after production therefrom, then nevertheless this lease shall be considered capable of producing in paying quantilies. i such well romains shut in for
90 consecutive days or more, then on or before 90 days gfter said well is shut in, and thersafier at annual intarvals, lessee shall pay of tender an
advance shut-in royatty equal to $1.00 per net acre of lessar's gas acreage then held under this lease for as long as such well remains shut in. Each
such payment shall be paid or tendered to the party or parties who at the ime of such payment would be entitied lo recalve tha rayalties which would be
paid under this lease if the well were in fact producing. The payment or tender of royalties andt shut-in royalties may be made by check of draft. Any
timely payment or tender of shut-in royalty which is made in a bona fide aftempt to make a proper payment, bul which is erroneous in whols or in part as
1o the parties or amounts, shall nevernthelass be sufficient to pravent tamination of this leasa in the ame manner a3 thoudh a proper payman had bazn
made if lessoe shall comect such armor within 30 days after lessee has received wiitten notice thereof by certified mai from the party or parties entitied to
feceive payment together with such written instruments (or carified copies thereof) 8s are necessary to enable lesses to make proper payment. The
amount realized from the dalo of gas on or off the premises shall be the price establishad by the gas Ealas contract emered into in good faith by Tassas
and gas purchasar for such tenmn and under such conditions as ana customary in the industry, *Price* shall mean the net amount recelved by lessee after
giving effect to applicabla regutatony oiders and after application of any applicable price adjustmeants spacifiad in such contract or ragulatory orders. In
tha event lesses comprasses, treals, purifes, ar dahydrates such gas (whether on o7 off the leased premises) or transparts gas off the lezsed premises,
lesseae in computing rayaly hersunder may deduct from such price s reasonable charge for each of such functions performed.

4. This is a paid-up leass and issses shal not ba obligated during the primary lerm hersof 10 commence or continue any operations of
whatsoevar charactar or ta maka any payments h der in order to in this laaza in forca during the primary term; however, thia provision is not
intended o relieve lessee of the obligation to pay royaltes on actual production pursuant to the provisions of Paragraph 3 heraaf,

5. Lessee I3 heraby granted {he right and power, from time to time, to poct or combine this lease, the land covenad Ly it or any pan o horizon
thereof with any othar 1and, Jeases, mineral estates or pais therea! for the production of o2 of gas, Units pocied hemeundsr shall not exceed tha
standard praraticn unit fixad by law or by the Qil Conservation Division of the Energy and Minarals Depanment of the State of New Meaxico of by any
other lawfut authority for the pool or area in which said land is situated, plus 2 tolerance of ten percent.  Lesses shall file written unit deslgnations in the
county in which the premises are located and such units may be designated from 4ime to fime and eithar before or afier the complation of wells. Drdling
operations on or preduction from any part of any such unit shall be considered for all purpases, except the payment of royalty, 8s operations conducted
upon of production from the land described in this lease. There shall be altocatsd to the fand coverad by this lease included in any such urit that portion
of the fotal preduction of pooled minerals from wells in the unit, after deducting any used in lease or unkt operations, which the net oil or gas pcreags in
the land covered by this Ieasa included in the unit bears to the total number of surface acres in the unit. The production so allocated shall be considered
for all purposes, including (he payment or delivery of royalty, 1o be the entlre production of pooled minerats form the portion of said land covered he raby
end included in said unit in the same mannar as though produced from said kand under the ferms of this lease. Any pooled unit designated by leases, &s
pravidad hergin. may be dissolved by lessee by recording an appropriste instrumem in the County whers the land i situated at any tme after the
completion of a dry hole or the cessation of production on said unit.

B. If at Ine expimtion of tha primary tarm there i no weil upan said land capable of producing oil or gas, but lasses has commanced
aperations for drilling or reworking thersan, this lease shall remain in force so fong as operations are prosscited with no cessation of mone than 90
consecutive days, whether such operations be on the same wel or on a different of additional well of wells, and if they result in the production of oil or
gas, 50 long thereafler as oil or gas is produced from said tand. H, after the expiration of the primary term, afl wells upon said fand should become
incapable of producing for any causs, thia feasa shall not terminata if lssses commences operations for addtional drilling o for reworking within B0 days
theraafter, If any drilling, additional drifling, or reworking operations hereunder result in production, then this lease shall remain in full force $o long
thereafler as oil or gas & produced hereunder,

7. Lessee shall have free use of oil, gas and waler from said land, excapt watar from lessors wells and tanks, for all operations heraunder,
and the royalty shall be computad after deducting any 8o used. Leasee shall have the right at any line during or after the expiration of this lease to
remove all property and fixtures placed by kessee on said land, including the right to draw and remove afl casing. When requiced by lessor, lessee will

bury aR pipe fres on cultivated lands below ordinary plow depth, and no weit shall be drifled within two hundred feet (200 %.) of any reskisnce or bam
row on 83aid and without lessors consent

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hess of shall extend to their heirs, executorn,
administrators, successors and assigns: but no change In the ownership of the land of in the ownership of, or rights to receive. royalies or shut-n
royaities h plished shall aperate to enlarge the obligations or diminish the rights of lessee; and no such change or division sha!l be binding
upen lessas for any purpose unil 30 days after lesses has been fumished by cedified mait ot Jessee's principal place of business with accaptabie
instruments or cerlfied copies thareof constituting the chain of title fram the origina! lessor. If any such changs in awnership occurs through the desth of
the owner, lesses may, ot its opbion, pay of tender any royalties or shut-in royalties in the name of the deceased or 1o his estate or to his heirs, executor
or administrator untdl such time as iegsae has boeen fumished with ‘evidanca satisfactory to lessee as to the persons entited 1o such sums. An
assignment of this ease in whole or in part shall, Io the extent of such assignment, relleve and discharpe lessee of any obligations hereynder and, i
lessee or asaignee of part of pans hereof shall fail or make defaut in the payment of tha proportionate part of royaity or shut-in royatty due from such
lessee or assignae or fall to comply with any of the provisions of this loase, such default shall not affact this lanss insofar 2a ¥ covers a pari of sald lands
upan which jeasae or any assignee theréof shall property comply of maka such paymants.

5. Should lagsee be prevented from complying with any express or implied covenant of this isase, or from conducting drifling of reworking
cperations hereunder, of from producing ol or gas hereundar by reason or scarcity or inabilty te obtaln or use equipment or materlal, or by cperation of
force majure, or by any Federal or state Iaw or any order, nuje of regulation of gavammanal authorty, than while 80 praventad, lessea's duty shall bs
suspended, and josaeo shak not be liable for fallure to comply therowith; and this rase ahall be extended while and so kong as lasses I8 prevented by



any such mus; from conducting dniling of reworking operations or from producing oil o gas hereunder; and the time while lessee is 30 prsvarted shel

not be counted against lesses, anything in this lease to the contrary notwithstanding

10. Leasee hereby warrants and agroes to defend the title to said land and agroes that lessee of s ootion may dischange any tax, morigage
or other en upan said 12nd, and in the event lesses doas o it shzl be subrogated to such fen with the right to enforce same and to apply reyaties and
shut-in royaities payable hereunder toward satisfying same. Without impaimment of lessoe’s righta undar the warranty, It thiz lease covers a less intemest
in tha ofl or gas in al or any pant of said land than the entire and undivided fee simpls ostata (whather lessor’s interest is herein specifisd or not) then tha
royalties, shut4n royalties, and ather payments, if any, accuing from any part as to which this lease covers less than such full imterest, shall be paid only
in the propartion with the interest therein, if any, covered by this lease, bears to the whote and undivided fee simple estate thersin. Should any one or
more of the parties namad above as lessors fail to execute this lease, it shall nevertheless be binding upon the party or parties executing the same.

11. Lesses, its or hit successors, heirs and assigns, shall have tha right at any time to surender this lsasa in whala or in part, to tessor or his
beirs, successors, and assigng by delivering or mailing a release thereof to the tessor, or by placing a release of recond in the county in which said land
is siluated; thetaupon lessee shall be relieved from al obligations, expressed or implied, of this agrsement as to screage 80 sumendamed, and thereafter
the shut-n 1oyalty payable hereunder shall be reduced in the propostion that the acreage covered hereby Is reduced by said rel or rek

Executed the day and year first abave written,

The New Mexico State Highway Dept.

By:
STATE OF
COUNTY OF
The foregoing instrument was acknowledged before me on the day of N
2013, by
Notary Public

My Commission expires
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