


E.G. L. Resources, Inc. 508 WestWall Strest, Suits 1250 PQ. Box 10886 Midland, Texas 79702 915.687.6560 telephone 915.682.5852 facsimile

3/15/02

Ken Gray

Devon SFS Operating, Inc.

20 North Broadway, Suite 1500

Oklahoma City, OK 73102 Via Certified Mail

RE: Rio Blanco #4 well
12 R34E. NMPM
Section 4: Al
Eddy County, NM

Dear Ken:

EGL Resources, Inc. proposes to deepen the captioned well and form a Unit covering All Section 4, T23S,
R34E to test the Devonian Formation at a depth of approximately 15,000 feet. Attached is an Authority for
Expenditure (AFE), a wellbore diagram, the well procedure, a list of the working interest owners with the
proposed participation. Since there is an operating agreement in place, we would propose to use it,
amending the depths and ownership as attached. Also we propose EGL Resources, Inc. would be named
operator.

Please review this information, sign the AFE and return at your earliest convenience. If your preference is to
farmout your interest we can discuss mutually agreeable terms.

Thank you for your consideration and should you have any questions, please call 915.686.4360. | am,

Very truly yours,

The undersigned agrees to this proposal, signed this the day of . 2002.

Devon SFS Operating, Inc.

. o\
by: e N P
| SO o
Name: A

® e
Title: O 20" 08500

RECEIVED

MAR 2 0 2002
LAND DEPARTMENT



3/14/02

All Section 4-23S-34E
Limited to depths from the base of the Morrow
to the base of the Devonian formations

Ownership for Proposed Rio Blanco #4 Devonian Unit Rio Blanco #4 WIU

Owner r Legal. Gross Acres Leasehold Net Acres | % of unit
. Description Ownership
[EGL Resources, Inc. Sw/4 160 50.0000% 80.00 | 12.4975%
Robert E. Landreth Swi/4 160 50.0000% 80.00 | 12.4975%
Devon Energy Corp. N/2 NW/4 80.16 75.0000% 60.12 9.3918%
Robert W. Landreth N/2 NwW/4 80.16 25.0000% 20.04 3.1306%
Devon Energy Corp. S/2 NW/4 80 50.0000% 40.00 6.2487%
First Roswell Company S/2 NW/4 80 50.0000% 40.00 6.2487%
EGL Resources, Inc. NE/4 159.97 50.0000% 7999 | 12.4951%
Robert E. Landreth NE/4 159.97 50.0000% 79.99 | 12.4951%
Occidental Permian, Ltd. |SE/4 160 50.0000% 80.00 | 12.4975%)
Devon Energy Corp. SE/4 160 50.0000% 80.00 | 12.4975%
TOTAL 640.13 | 100.0000%
RECAPITULATION FOR UNIT OWNERSHIP
o Proposed
Working Interest
for Unit N
'EGL Resources, Inc. 24.99258% .
Robert E. Landreth 28.12319%
Devon Energy Corp. 28.13803% ]
Occidental Permian, Ltd. 12.49746%
First Roswell Company 6.24873% i
100.00000%




AUTHORIZATION - FOR - EXPENDITURE

E.G.L. Resources, Inc.
Onigimal X "Dl & Complets TTAFENo. Rl Bisuco 4
Supplemental No. Dater 030771002
Revisinn No.
Leaso/Well Name:  Rio Blanco 4 Federul #1 Neow Weil: Doepaning: XXX Warkover:
Location: 1980’ FNL & 1980' FWL, Sec 4, T-23-8, R-34-E County/Parish: Lea
Fiald/Prospect  Aatclope Ridge State: NM
Otjactive Foc Devonian . Proposed TD: 15,000°
Qthex Potential Formation: Acres in Unit
INTANGIBLE COSTS DRILLING COMPLETION
1,000 1,000
2,000 500
]
35 days @ $7,800 per day 23000 [}
.. 10 days @ 52,000 per day .. ° 20,000
20,000 °
32,000 [}
25,000 []
20,000 1,500
48,000 600
° 16,000
[} 2.000
21,000 1]
15,000 []
[] 15,000
[ 15,000
. ] o
T R 2 et —eiie e, 40,000 8,000
Consulting Sexvices. .................. 45d2ys @ S600pperday ...._... eetearnsneteuteasen 21,000 6,000
Co. Labor (Time, Bxp. & Benefild). . ... ...oiiiiiiiiiii ittt tiriiiictirircer e eaeanen [} o
Welding, Trocking, Roustsbout LaBOT .. «.\eeeeeereenneesoenconnnn cnenennennn eeans eeanann 2,000 5,000
10,000 [
6,000 3,000
5,000 (5.000)
4,000 0
2,000 2,000
) X 54,700 9,160
TOTAL INTANGIBLE COSTS . $T LR TWRT
TANGIBLE COSTS DRELING COMPLETION
Size Footage Yoot
Candnotor Pipe: °
Surf Caa: 1318 o 31750 [
Int Cas: 838 o $10.00 ]
Ofther: " 42Lna 3,700 $8.50 31,450
Prod Csg: 512 [ $7.50 °
Tubing: 23/8 15,000 $3.70 55,500

Contingencies and Taxes. ........... 10.00% 250 15,095
TOTAL TANGIBLE COSTS ST IR0
TOTAL INTANGIBLE & TANGIBLE COSTS H 604,450 166,805
TOTAL WELL COSTS 3 1,258

1 = recogaized that the mé haroin are des only and approvel of ths sathonzalion ahall axiznd © the echsal cosl mourred i condecing
the operation specified, whather mare ox Jess than that harein set out.

Prepared by ___ B. 1 *Chipper” Dippel (Maroh 7. 2002

Datec 3{" toz

BY DATE

WI APFROVAL: COMPANY




WELL DATA SHEET

FIELD: Antelope Ridge WELL NAME: Rio Blanco 4 Federal FORMATION: Morrow
LOC: 1980 FNL & 1980° FWL COUNTY: LEA GL: 3432 CURRENT STATUS: Prodycer
SEC: 4 TWP: 23S RGE: 34E STATE: NM K8 to GL: 22.5° APINO: 30-025-34515

Present

20" J-55 94 Buttress @
735" w/ 975 sxs.

13-3/8° 3-55 61#@ 2236"
w/ 1075 sxs.

9-5/8 $-95 40# @ 5168°
w/ 1725 sxs.

77 264 P-110 @ 11,718°
w/ 1258 sxs. Atoka Perfs
12,056" - 64"
CIBP @ 12,820' e
w/ 2 sxs emt Morrow Perfs
12,816'-45'
© #-1/2" 13.5# P-110 liner, ] 3
11,506'-13,373° 3
Cmt'd w/ 200 sxs. TD @ 13380
JAL 09-06-2000

Updated 03-07-2002 by Chipper Dippel

Date Completed: 2/26/1999

Initial Production: 5165 MCFPD, 66 BOPD &

2 BWPD W/ FTP=5700 psi.

Initial Formation: Morrow From: 12916" To: 12945

Completion Data:
Per 12,916"-22' & 12,932'-45'. Completed natural. AOF test showed
rate of 25.2 MMCFGPD.

Wellbore History:
Produced 1.163 BCF, 14 MBBL condensate & 64 MBW from the
Morrow.

5/18/00 BHP @ 12,930' = 4078#. Set CIBP @ 12,820" & capped
w/ 2 sxs cmt. Perf 12,056"-64" (Atoka). BHP @ 12,060 = 4923#.
Acidized well. ISIP = 6100#, 15min SIP = 5350#. Swab well & rig
down.

Additional Data:

Delaware @ 5000°

] Bane Spring @ 8460
Wolfcamp @ 10940
Strawn @ 11870
Atcka @ 12160
Mormow @) 12210

Est. Devonian @ 14458
Est. Eflenburger @ 17000°




E.G.L. RESOURCES, INC.
P. O. BOX 10886
MIDLAND, TX 79702
(915) 687-6560

RIO BLANCO 4 FEDERAL #1
GENERAL PROCEDURE

MI & RU PU. Kill well if necessary. NDWH. NUBOPE. POOH LD tubulars.
NDBOPE. NUWH. RD & MO PU.

MI & RU drilling rig. RIH w/ 7” whip stock and set above 4-1/2” liner @ +/-
11,400’. Cut 6-1/8” window. Drill 100°-200’ away from original well bore.

Drill new 6-1/8” hole to TD @ +/-15,000’ using .10 ppg brine mud. Install rotating
head and drill under balanced. If hole dictates, mud weight may have to be

increased.

Mud log while drilling 6-1/8” hole. DST Devonian if applicable. Log new 6-1/8”
hole.

Run 4-1/2” liner and cement.

Complete Devonian pay.



