l o VIA US CERTIFIED MAIL 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
Towanship 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 Ropco 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 drill 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 return 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 Division
Case No. / Jolo

Exhibit No. Z

XTO Energy Inc. + 810 Houston Street « Fort Worth, Texas 76102-6298 = (817) 870-2800 « Fax {817) 885-1854
An ExxonMobll Subsidiary



"XTO Energy Inc.
Ropco 16-1H
March 11, 20/3

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

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. Response by facsimile should be sent to (817) 885-1854.

Sincerely,

Cy Zimmerman
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 Ropeco 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:




| Producé‘s 88 - New Moxlco Form 342P, Paid-Up
OIL & GAS LEASE

THIS AGREEMENT made this 6th day o f March, 2013, by The New Mexico State Highway Dapt., whose address is Post Office Box 1149,
Santa Fa, New Maxico 87504-1149, herein catied lessor (whether one of more) and XTO Energy Inc., 810 Houston St.. Fort Worth, TX 76102, lessee:

1. Lessor, in consideration of TEN AND OTHER DOLLARS in had paid, receipt of which is here acknowledged, and of the royalties herein
provided and of the agreements of the lessee herein contained, heredy grants, leases and lets exclusively unto lessee for the purpose of investigating,
exploring, prospecting, drikng, and opemlng ror and producing oil and gas, injecting gas, waters, other fluids, and air into subsurface strata, tmying pipe
Sines, storing o, building tanks fines, and other structures and things thereon to produce, save, take care of, treat, process, store
and transport said mmemls |he folbmno descnbed tand in $3n_Juan County, New Mexico, to-wit:

nship 29 Ran
Section 17. NE/4

Said land is estimated to comprise 160,00 acres, whether it actualty comprises more or less.

2. Subject to the other provisi harein ined, this fease shall remain in force for a tarm of Three (3) years from this date (called “primary
tern™) and as long thersafter as oil of gas is produced from said land or from land with which said land is pooled.

3. The royalties to bo paid by lessee are: (a) an oil, and other liquid hydrocarbons saved at the well, one-eighth (1/8) of that produced and
saved from said land, same to be delivered at the wells or to the credit of lessor in the pipeline to which ths welis may be connacted: (b) on gas,
including casinghead gas ot other g: duced from said land and used off the premises or used In the manufacture of gasoline or
other products, the market value at the well one-eighth (1 I8) of the gas used, provided that on gas sold on or off the pramises, the royalties shall be one-
eighth (1/8) of the amount realized from such sale; () and at any time when this leasa is not validated by other provisions hereof and thers is a gas
and/or condensats well on said iand, of fand pooled therewtth, but gas of condensate is not being sa sold or used and such well is shut in, either before
or afier production therafrom, then nevertheless this lease shall be considered capable of producing in paying quentities. if such weil remains shut in for
90 consecutive days or more, then on or before 90 days after said well is shut in, and thereafter at annual intarvals, lesses shall pay or tender an
advance shut-in royalty equal to $1.00 per net acre of lessor’s gas acreage then held under this loase for as long as such well remalns shut in. Each
such payment shall be paid of tendered to the party or parties who at the time of such payment would be entitied to receaive the royaities which would be
paid under this jease i the well were in fact pmdudng The payment or tender of royalties and shut-in royatties may be made by check or dra. Any
timely payment or tender of shut-in royalty which is made in a bona fide attempt to make & proper payment, but which is erroneous in whala of in part as
to the parties or amounts, shali hevertheless be sufficient 1o prevent termination of thia lease in the same manner as though a proper payment had been
made if lessea shall comrect such error within 30 days after lessee has received written notice thereof by certified mail from the party or parties entlied to
feceive payment together with such written instruments (or cartified copies thereof) as are necessary to enable lessee 10 make proper payment. The
emount reakized from the sale of gas on or off the premises shall be the price established by the gas saies contract entered into in good faith by lasses
and gas purchaser for such term and under such conditions as are customary in the industry. “Price” shall mean the net amount received by lessee after
giving effect to applicable reguiatory orders and after application of any applicable price adjustments specified in such contract or reguiatory orders. In
the event lesses compreases, traats, purifins, or dehydrates such gas (whether on or off the leased premises) or transports gas off the leased premises,
lessee in computing royalty hereunder may deduct from such price & reasonabie charge for each of such functions performed

4. This is a paid-up lease and lessee shal not be obligated during the primary term hereof to commence or continue any operations of
whatsoever character or to make any pay in order ta imtain this laase in force during the primary term; however, this provision is not
intended 10 relieve lesses of the obligation to pay royalties on aclual production pursuant to the provisions of Paragraph 3 hereof.

5. Lessee is herody granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part of horlzon
thereof with any other land, leases, mineral estates or parts thereo! for the production of oil or gas. Units pooled hereunder shall not exceed the
standard proration unit fixed by law or by the Of Conservation Division of the Energy and Minerais Department of the State of New Maxico of by any
other lawful authority for the pool or area in which said land is situated, pius a tolerance of ten percent. Lessee shafl fils written unit designations in the
county in which the premises are located and such units may be designated from time to time and either before or after the completion of wells. Drifiing
operations on or production from any part of any such unk shall be ered for all purp , except the payment of royatty, as operations conducted
upon of pmduaion from the tand described in this lease. There shall be aocatad to the land covered by this lease included in any such unit that portion
of the total p ion of pocled mé from wells in the unk, after deducting any used in banorunl(opoﬂﬂm which the net oil or gas acreage In
the land covered by this Jease Inciuded in the unit bears to the total number of surface acres in the unit. The production $0 allocated shall be considered
for ali purposes, including the payment or defivery of royalty, to be the entire production of pooled minerats form the portion of said land covered hereby
and included in said unit in the same manner as though produced from said tand under the terms of this lease. Any pooled unit designated by lesses, as
provided herein, may be dissolved by lessee by recording an appropriate instrument in the County where the land is situated at any time after the
completion of a dry hole or the cessation of production on said unit.

6. if at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but lessee has commenced
operations for drilling or reworking thereon, this lease shal! remain in force so long as operations are pr with n ion of more than 90
consecutive days, whether such operations be on the same weR or on a different or additional well or wens and if they ruul n the production of oil or
923, s0 long thereafter as oil or gas is produced from said land. !, after the expiration of the primary term, afl wells upon said {and should become
incapabie of producing for any cause, this leasa shalf not i if lesseo operations for additional drilling or for reworking within 80 days
thereafler. If any dritling, additional driing, or reworking operations hersunder result in production, then this lease shall remain in full force so long
thereafter as oil or gas is produced hereunder.

7. Lessee shall have free use of oil, gas and waler from said land, excapt water from lessor's wells and tanks, for all operations hereunder,
and the royatty shall be computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to
remove ali property and fixtures placed by lessee on said land, including the right to draw and removs all casing. When required by lessor, lessee will

bury al pipe ines on cultivated lands below ordinary plaw depth, and no well shall be driled within two hundred feet (200 ft.) of any residence or bam
now on said land without lessor's consent.

8. The nights of either party haraunder may be assigned in whole or in part and the provisions hers of shall extend to their heirs, executors,

and igns. but no change in the ownership of the land or in the cwnership of, or rights to receive, royaities or shut-n

royalties h ished shall op to enlarge the obiigations or diminish the rights of lessee; and no such change or division shali be binding
upon lessee for any pumoua until 30 days after iesses has bean fumnished by certified mail at lessee's principal piace of busineas with accepiabie
instruments or certified copies thereof constituiing the chain of titke from the originat lessor. if any such change in ownership occurs through the death of
the owner, lessee may, al ts option, pay or tender any myllbel or shuhn rayallu in ma name of the deceased or to his estate or to his heirs, executor

or sdministrator until such time as lessee has been fumished with y o lessee as to the persons entited to such sums. An
assignment of this lease in whole or in part shall, 1o the extent of such assignment, nliew and discharge lessee of any obligations hereunder and,
lessee or assignee of part or parts hereof shall fail or make default in the of the p i part of royalty or shut-in royalty dus from such

lessee or assignes or fall to comply with any of the prwilluns of this lease, such default shail not affect this lease inactar as k covers a part of said lands
upon which fesaee or any 24sig th f shall properly comply or make such paymants.

9. Should lessee be prevenhd from eomptymg with any eaq:reu af implied covenant of this lease, of from ducting drilling or ]

, Of from producing od or gas h by orh-bllkymobulnorun L nt or material, or by operation of

force majure, or by any Federal or state law or BNy order, rule or reguiation of g ! authority, then while 30 prevented, lessee’s duty shak be
suspended, and lessee shall not be Hable for failure to comply therewith; and this lease shafl be extended while and 30 long as lesses is prevented by




any suc‘h cause from conducting drilling or reworking operations of from producing oil or gas hereunder; and the time while lessee is 30 prevented shall
not be counted against lessee, anything in this lease to the contrary notwithstanding.

10. Lessee hersby wamants and agrees to defend the title to said land and agrees that lessee at its option may discharge any tax, mortgage
or other lien upon said land, and in the event Ieuee does 20 # shall ba subragated to such lien with the right to enforce same and o apply royalties and
shut-in royalties payable b d ing same. Without impairment of lessee’s rights under the warranty, if this lease covers a less interest
in the ofl of gas in all or any pan of sakf land mnnthem'andundwldedhesmpbem (whether lessor's interest is harein speacified or not) then the
royalties, shut-in royalties, and other payments, if any, accruing from any pant as to which this lease covers less than such full intereat, shall be paid only
in the proportion with the interest therein, if any, covered by this lease, bears to the whole and undivided fee simple estate therein. Should any one of
more of the parties named above as lessors fail to axecute this lease, it shall nevertheless be binding upon the party or parties executing the same.

11. Lessee, its or his heirs and assigns, shak hava the right at any time to surrender this leasa in whole or in pan, to lessor or his
heirs, successors, and assigns by delivering or mailing a rolease thereof to lhe lessor, or by placing a reisase of record in the county in which said lend
is situated; theraupon lessee shall be relieved from al d of imp of this ag as to acreage 30 sun‘endered and thereafter
the shut-in royalty payable hereunder shail be reduced in the proporhon that the g d hereby is reduced by said red or

Executed the day and year first above written,

The New Mexico State Highway Dept.

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

My Commission expires
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