DOYLE HARTMAN
Qil Operator
3811 TURTLE CREEK 8LVD., SUITE 200
DALLAS, TEXAS 75219

(214) 520-1800
(214) 520-0811 FAX

Via Facsimile (915) 571-5063 and FedEx

April 1, 1998

NEW MEXICO
OIL CONSERVATION DIVISION
Pioneer Natural Resources USA, Inc. .
303 W. Wall, Suite 101 EXHBT _(;

Midland, TX 79702-3178
HEARING DATE:_{/7 |90

Attn: Richard C. Winchester

Re: 6-Month Modified “Producers 88" Lease
McCasland 18 Fee No. 11 Well
NE/4SW/4 Section 18, T-20-S, R-39-E, NM.P.M.
Lea County, New Mexico

Gentlemen:

Reference is made to your proposed McCasland 18 Fee No. 11 well which well is scheduled to be
drilled as an 8,000' Abo formation oil test at an orthodox location consisting of 1,980’ FSL and 1,980'
FWL of Section 18, T-20-8, R-39-E, N.M.P.M., Lea County, New Mexico.

In regard to the proposed McCasland 18 Fee No. 11 well, pleased find enclosed an executed free
6-month 25%-royalty oil and gas lease covering Pioneer’s proposed 40-acre Abo drill site, which
executed lease is on the modified “Producers 88" lease form that was submitted to us by your agent
Bobby Floyd on July 10, 1997.

Since we have now provided to Pioneer, on Pioneer’s proposed lease form, an executed lease
covering the proposed 40-acre drill site, it is hereby understood that the compulsory pooling action
now pending before the New Mexico Oil Conservation Division (Case No. 11932) corresponding to
the McCasland 18 Fee No. 11 well, as it relates to our mineral interest, will be immediately
withdrawn. Moreover, it is further understood that our executed lease to Pioneeer, as enclosed
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herewith, is also subject to us being furnished with all pertinent well information and data including
but not limited to the information described on Exhibit “A” to the subject lease.

Very truly yours,
DOYLE HARTMAN, Oil Operator

Doyle Hartman

enclosures

rcs
wpdocs\corresp. dh\macas!.and

cc. M. Craig Clark
500 W. Texas, Suite 1175
Midland, TX 79701
Via Facsimile (915) 682-6773 and FedEx

M. Craig Clark

¢/o Hinkle, Cox, Eaton, Coffield & Hensley, L.L.P.
218 Montezuma (87501)

P.O. Box 2068

Santa Fe, NM 87504

Via Facsimile (505) 982-8623 and FedEx

Michael E. Stogner, Chief Hearing Officer
New Mexico Oil Conservation Commission
2040 S. Pacheco

Santa Fe, NM 87505

Via Facsimile (505) 827-8177and FedEx

JE. Gallegos

Gallegos Law Firm :
460 St. Michaels Drive, Building 300
Santa Fe, NM 87505
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Michael J. Condon

Gallegos Law Firm :
460 St. Michaels Drive, Building 300
Santa Fe, NM 87505




Pioducer's 88-Producers Revised 1994 Now‘Mcxlco Form 342P, Pald-up Printed and for sale by Hall-Poorbaugh Press, Roswell, NM.

OIL & GAS LEASE

: 1 1998
THIS AGREEMENT made lhllIfStday Apti “Detwe. Qoyle Harimon and wife, Margaret Hartman
of 3811 Turtig Creek Blvd,, Suite 200, Daflas, Texss 75219

heteln calted lansor (whether one or more) and Pioncer Natural Resources USA, Inc., P.O. Box 3178, Midland. TX 79702-3178

1. Lesnor, In considerstion of TEN AND OTHER DOLLARS in hand paid, recalpt of which is hare acknowtedged, and of the royuities herein provided and of the

agresments of the lesses harein contalned, hlnby qnnu fesses and lets axclusively unto Ie:sse for the purpose of investigating, exploring, prospecting, drilling, and oparating for
snd producing olt and onse, dajent wikibhnns, adabeinloaul alzais taying pipelines, storing ofl, building tanks, roadways, telephone linss, end other structures
and things thareon 1o produce, save, take cars of, reat, process, stors and transport sald minsrals, the following described land in Los County, N'wMuhu 1ot

NE/¢ SW/4 Section 18, T-20-8, R-J9-#

Sald fand is estimated to (l 40

P acren, whether it sctuslly comprises more or less.
2. Subject o the other provisions hetaln contsined, this lease shell remaln In forcs fora termof & maath®  from this dete {calied “primary term™} and as long
thereafter ss off or gas is produced,from said fand or from land with which ssid land Is pooled.
*in paying quantities

3. The royatties to be patd by lessae eré: (9) on oil, and other liquld hydrecarbons saved at the well, _ 25 % of thet produced and saved trom seld land, vame

1o be dellvered at the wella or to the cred! of lessar In the plpollnc to Mnlch the wells may be connscted; {b) on ge1, including cas! 38 o7 other g b produced
from said land and used off the premises or vsad 4n¥\g of gther products, the market value st the welt of _252 of the 911 used, provided thet on ges
304 on o7 off the pramises, e roysties shatibe__ 2%  of Yh' lmoun\ vu\lxod from zuch u}s {c) and et any Ume when this lesse Is not validated by other provisions hereof
#nd thers s # gas end/er condensate well on waid fand, or | {and, or iand pooled th, but ges or cond te is not belng 80 sold or used and such well is shut In, either before or efter
production thersfrom, then on or befors 90 days sfter eaid well Is shul- In, and them-ner al annua! intervals, lessee may pay or tender an advance shul In royalty equal to 31.00 per
net acre of ise3or's gus acresge than held under this lssss by the perty making suzh payment or tender, and se long as sald shut-in royalty is paid or tendared, this lssse shall not
terminate and & shall be considered under af clauses hereol thet gas s being produced from lhe leosed premisas in paying quantities. Each such payment shall be paid or tendarsd
to the party o parties who 3t the time of such payment would be ertifed to raceiva the roysities which would be paid undar this lease if the well were in tsct producing. The payment
or \ender of tayaitiss and shulin royatlies may be made by check or drafl. Any timely payment ar tendar of shut-in rayalty which is mada in 8 bons fide aempt ta make prapar
Y but which is er In whole o1 In part as %o parties or amounts, sholl nevartheless be iont to prevent Inalion of this lease in the eame mannsr s though ¢
proper peyment had been mede If [sssoa shefl correct such error within 30 days pfter lesseo has received written notice thereof by certlified mall from the party of partiss entilled
1o 1eceiva payment Logethar with such writien Instruments (or cortilied coples thereof) as sre necessary to enable iessee to meka proper payment. The smount realized from the
sale of gas on or off the pramises shall be the price estabilshad by the gas saies contract anlered into in good faith by lessee and gas purchaser for such lerm and under such
conditions as aro customary In the indusiry. “Price” shall mesn the net amount received by lessee afear glving effact lo applicable regulatory orders and mfer application of any
applicable price sdjustments specified in such cantract or regulsiory orders. [n the svent lossee compresses, eats, purifias, or dehydraiss such gas (whather on or off the lessed
premises) or bunsports gas off the leased pramises, leasse In computing royalty hersunder may deduct from such price s resscnable charge for each of such functions performed.

4. This le 8 paid-up leass and lessse shafl not be obligeted during the primary tarm hereof to commence ot
any payments heceunder in arder to maintain this leaee In force during the primery term; h ; this proviai
on actue! production pursvant to the provisions or parsgraph 3 hereol,

any of wh h or to make
1s not ) ded to relieve lessee of the oditgslion to pay royalties

S, Losves ln hataby grantad the right and power, from ¥ime 1o time, to pool or combine this 1ease, the land covered by It or any part or hotizon thereal with any other
Iand, leasss, mineral axtates or parts thereof for the production of oll of gas. Unlts pooled hersunder shall not exceed the standerd proration unll fixed by taw o by the Olf
Canssnveton Divislon of the Energy snd Minerals Department of the State of New Mexico or by any other tawful sutherity for the pool or ares in which sald land Is situsted, plus »
inlerance of tan percent. Lessss shatl fils written unk designations in the county in which the pramises are locatad and such units may be designaled from time to time and sither
before or after tha completion of the welle. Driiting operationa on or production from any part of eny such unlt shall be considered for all purposes, axcept the psyment of rayalty,
3 operations canducted upon or produclion from the tand described in this lease, There shall be allocated to the land covered by this feasa Included in any such unit that portion
of the total production of paoled minerals from wally in the unkt, after daducting any used in leau ot unit opetations, which the net olf or gas screage in the land covarad by this tease
Included In the unk bears o the totat number of surface ecres in the unt. The produclion so d shali be Idered for alt purpases, Including the payment or deflvery of royalty,
o bo the ertire produclion of pooled minarels from the portion of ssid land covered hersby and Included tn sald unit in the seme mananer as though produced from ssid land under
the terrna of this lease. Any pooled unit deal d by letees, as provided herein, may be dissolved by lastee by recerding an approprste instrument (n the County whare the tand

fs situated ot any me efter the completion of & dry hole or the consation of producu?.on said unil.

in paying quantitics
€. N atthe explrution of the primery term thers la na well upon sald land capable of producing ofl of ges, but lassees has commaenced operations far drilling o reworking
therson, this lesne shell remaln In force so long us oparations are p d with no tion of more then 80 consecutive days, whether suth operstions be on the same well
of o a different or sdditional well or wells, snd Iﬂhoy result lr\ the producﬂon of ofl or gas, 50 long thereafter s ol o gas Is produced from sald land. ¥, after tha expiration of the
primary lerm, &lt wells upon sald land shetf b of p g for any couse, this lnu ha i if lossas for add | drilting or
for teworking within 80 days th . if any deliling, additiona! ddlllnn or fiing op resultin p ion, then this lesse shall remein In full force 5o tong
thereaftar a3 oll or gus Is produc h-uundot
in paying quantities
Lessoe shall have Irae use of GiT, gas, end water from xald tand, axcept waler from lessar's wells and tanks, for all operations hateunder, and the royaity shat be
computad efar daducting sny so used. Lesscas shali have the right ot any ime during or sfer Lhe expiration of this lesse to remova aft praperty end fixtures pleced by lessoe on
sald land, Including the right 1o draw and remove all casing, When required by lessor, losses will bury ali pipefines on cultivated lands befow ordinary piow depth, and no well shall
be drilled within twa hundred feet (200 (L) of sny residence ar bam now on said land withaut lessers cansent, Lessor ahall have the privilage, st hin rink and expense. of using ges
from any gas well on sald land for stoves and inside tights In the principal dweling therson, out of any surplus ges not needed for operations hereunder.

7.

8. The rights of sither party hareunder may be sssigned In whole or in part and the provisions hereof shell extend !u their heirs, A t s,

and ssalgnt; but no change in the ownership of the tand of In the ownarship of, or rdghts 1o receive, royalties or shut-in royalti lished shall oparate to enlarge the
ebligations or diminish the right of lasses: and no such ehcngo or division shall b binding upon lessea for sny purpose until 30 days after lessee ha been fumished by certified
mall at lessee’s principal place of b with of cortified coples thereof canstituting the chain of itle from the origina! iessor, i any such chenge In
ownership oocurs hrough the death of the owner, lessee my. aths npﬂon. pay or landar sny| roynlﬂn or shut-in royalties in the name of the decessed or fo his estate or to his heirs.
execuior or administator untif such Ume as lessea has been furnished with Y 1o lensen g8 lo the persons enlitied to such sums. An sssignment of this lease
In whots o7 In part shalt, to the extent of such rellave and dlscharge lsssas of any obligations hereundar and, f lessee or sssignee of part of parts hereof ahall fall or
make default in the payment of the proportionste part of royalty or shut-In royalty due frem such lessee or assignee or fall o comply with any of the provisions of this lease, such
default shall not aMfect this lense insofar as It covers o part of sald lands upon which lasses or any assignse thereo! shall properly comply or make such payments,

9. Should lesses be preverdad from complying with sny express of Implled covenant of this lease, or rom conducting drilling of rewarking operations hereunder, of from
producing ofl or gus hersunder by resson of scarcity or inabifty to obtein of use equipment or materisl, or by operetion of force majeure, or by any Federal or stats law of eny order,
fute, of regulation of govemmantal authority, than whils 8o prevented, lassee's duty shall be suspended, and lessae shall not be llabla for faitura to comply therewith; end this tease
shall bo extendod whils and 50 long a3 \esceo |s prevanted by any such causa from conducting drilling or (] Gona or from producing oll or gas h wnd the time
while lessee |s so prevented shell not be counted sgainat lessee, saything In !hl: lease to the contrary noMlhohndlng

10, Letsor-uaanie - dadeland-ine-tie idlond-and aprees that iosses at it option may dlscharge any tax, moﬂglgi of any ather {len upon aald
tand, and (n the evert lesses does 5o Rt shall be wbmsbd 1o such lien with the right to snlorce ssme snd to spply roysities and shut-In roysities payable h der towsrd ying
same. Withou! impairment of lsssee’s rights under the warranty, if this lease covers a isss inlerest in the off or gas In alf or any part of sald land then the entire and undivided fee
arnple extats {whether feasors rterent [s hereln spacified of not] than tha rayatties, shut-in royalty, and athat payments, If any, sccrulng {rom any part as to which this lease covern
jess than such (uXl Interest, shall be pald only In the propertion which tha interest thereln, if any, covered by this lesse, baars to the whole and undivided (ee simple estals therein,
Should uny one or more d the parties named sbove s lessor fall 1o exaculs this lense, X ehall nevertheless be binding upon the party o partles executing the sams.

11. Lessoo, its or his successors, hairs snd sssigns, shall have the right at any time to surrander the lease, In whote of in part, to lessor or his helrs, successors and
wscigre by delivering or maling o release thereof 1o the louov or by piacing » relesss theieof of record In the county in which sald tand is skusted; thereupon lessse shall be relieved
from sl cbiigations, expressed o implied, of this ™ a3 10 acrengs so deored, and th Ror the shut-in royalty paynbla hefeunder shsil be raduced in the proportion
that the screage coversd hatedy ls reduced bynld relaasse of Telenass.

Execuled the day snd yesr fipt sbove written.
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STATE OF TEXAS

COUNTY OF DALLAS

This instrument was acknowiedged before me en this lst day of April 4 1 998 by Doyle Hariman and Margsret Hartman,

Notary Public Statd of Texes

REBA J. RICKS My Commiusion Expires_ 3 ~28~00

Notary Public, State of Texas
My Commission Explres 5-28-00
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Aﬂiﬁhﬁ to and made 3 part of that certaln Qi & Gag Lease daled AEril 1, 1998
mwmw_us ng_Pioneer Natural Resources USA, Inc., Lessee.

Not withstanding anything stated herein to the contrary, it Is understood and agreed as follows:

12

OGUIm

This lease shall terminate at the end of the primary term, subjec! to being extended by Lessee complying wilh the provisions of Paragraph 2 hereof, as
to any part of ths above described tand that is not Inctuded In a “producing wel spacing unit™ as prescribed by the New Mexico Oil Conservetion Division.

In addiion, this lease shall terminate at the end of the primary term as lo such producing wetl spacing units as to all righls in each such unit 100 feet below
the deepest producing perforation. Lessor or Lesses may flle an instrument reflecting such termination.

Lessor shafl have the option of selling his net part of all production to the same purchasers and under the same termns as agreed to by Lesses. Lessee
shalt promptly give all Information relallve to such proposed sales to Lessor {including coples of afl conlracts) and Lessor shall have 8O days [n which to

agree fo such lerms or make other arrangements for {he sale of his net part of all production. If necessary in making such arrangements, Lessee shall
furnish to Lessor rea of cost all weil data Including , but not limited 1o, coples of all logs.

No part of 1hls lease shall be malntalned in force solely by the payment of shutdn gax royally for a period In excess of 2 years past the expiration of the
primary lerm (s the same may be extended under paragraph 12 above),




Attached to and made a part of that certain lease from Doyle and Margaret Hartman to Pioneer Natural Resources
USA, Inc. dated April 1, 1998 and covering NE/4 SW/4 Section 18, T-20S, R-39-E, Lea County, New Mexico.

GEQLOGICAL AND GEOPHYSICAL DATA REQUIREMENTS
Hartman will require the follawing data on the subject well(s) 1o be furnished for its examination:
A. REPORTS AND NOTIFICATIONS

A daily progress report by B:30 &.m. telecopied t0{F15) 682-7616 4ng (214) 520-0811 with a follow-up sent by mail.
Said report shall include footage dritled, present operations, shows or indications of oil and/or gas, formation tops
picked, results of coring, drill stem tests, APl Well Number, cumulative cost and NGPA gas category as soon as
available.

Sufficient advance notice of DST's, cores and electric logging should be called to the person(s) listed below in order
thatHartmanrepresentative may be present at wellsite shou!dHartmanso desire. Advance notice is also required if the
well is to be piugged and abandoned or if production casing is to be set.

Name Office After Hours & Weekends
Steve Hartman 915/684-4011 915/694-6176

All such notices and wel! data should be sent to the following address:

Steve Hartman Doyle Hartmnan

500 N. Main Street 3811 Turtle Creek Ste. 200
Midland, TX 79701 Dallas, TX 75219
915/684-4011 214/520-1800
915/694-1713 (fax) 214/520-0811 (fax)

B.  WELL REQUIREMENTS

COPIES
LAND DEPARTMENT FINAL
(Telecopied daily to number above)  (Mailed to address above)

Prognosis 2
State regulatory agency forms, including 2

permits, plats, completion and initial
production forms

~
(™1

Drill stem test chans and analysis

Core analysis reports (if taken) 3

Hydrocarbon (mud) logs I 2

Electric Jogs* 3 k]
Reproducible Film for Induction logs 2
Sepias for all other logs 2
LIS Format Digital Tape of the Log Data 2

Final Well Summary Sheets (daily reports and 3

campleted well)

Paleo Reports (where applicable) 3

* Electric logs shall include a minimum of 1) Dual Induction Latcrlog-RXO and 2) CNL with Bore Hole
£ Compensated Density Log-Gamma Ray - Caliper.

—— . -1




C. SAMPLE REQUIREMENTS
1. Representative formation samples taken at 30 foot intervals from the base of the surface casing
down to tota] depth,
2. Representative core samples (if taken).
D. SUBSEQUENT REQUIREMENTS
All secondary recovery, workover and recompletion information, including but not limited 1o
Daily production reports for 90 days & monthly production reports thereafter

Reports and Charts of all BHP tests
Reports and results of s}l rework operstions

Two copics of each shall be sent to the individuals listed above,

E. OTHER REQUIREMENTS

None

All of the tests and operations required in this exhibit shall be done at leasce’s sale risk and expense.

Hartman may conduct a velocity survey, run a dipmeter or any additional testing which does not mechanically sffect
the well(s), at it sole risk and expense, and shall notify. lessor of its intentions 1o perform same.

In the event any well(s) drilled pursuant to the agrecment shall be drilled on a unit or contemplated unit which includes
any of the leasc acreage covered hereby, sl of the provisions of this exhibit shall apply.




