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214 Wert Texas DAVID H. AURCfGTON OIL & GAS, I N C Phone: C515) 682̂ So8S 
Stare •CO. (Zip75701) Fax: (915) 6J2-U39 
P.O. Box 2071 
Midland. Teas 73702 

September 10, 2001 

Mr. Dcrold Maaey 
Ocean Energy, Inc. 
1001 Fannin, Suite 1604 
Houston, TX 77992 

R«: Assignment Of Rights In And To Certain FarmouC Agreements Concerning The 
SW/4 Of Section 25. T16S. JOSE. Lea County, New Mexico 
South Payday '75*' Prospect 

Gentlemen: 

When executed by ihe parties hereto, this letter agreement (this "Agreement'') shall set forth the 
agreement between. Ocean Energy, Inc. a Louisiana cotrporsricn ("Ocean") and David H. Anisgccn 
Oil tc Gas, Inc. ("Arrington'") concerning tie assignment of thirty percent (30%) of Ocean's right in 
and to thoss certain fvmouc agreements covering the SW/4 of Section 25. TL6S. K35E, Lea County, 
New Mexico, more particularly described on Schedule 1 hereto (such agreement, as may be 
amended, supplemented, restated or otherwise modtfifd ftcm tiroe to tuna, a Tannout AgreemcalM. 
and collectively, tha "Farmout Agreements'")- For good aad valuable cctisvdcratioa, tfao snffinrnry 
of which is hereby adeoowledgod, the parda do hereby agree as fellows: 

1. On or before July 1, 2002, but oot earlier than January 10, 2002, time being of the essence, 
Arlington, shall commence actual drilling of a test well (the 'Test WeH") to be located in the 
NW/4 of Section 25, T16S, R35E, Lea County, New Mexico, referred to as the Triple 
Hadde Dragon 25 #1 WeU, and shaO thereafter prosecute drilling of the Test Well to 
penetrate and test the lower Mississippian Lime formation (as hereinafter defined) or to a 
depth of approxinuxely rhfrtrr-n thousand two hundred feet (13,200*), vvhichever is the lesser 
depth (the^Conmet Depth") and shall complete the Test WeH *s capable of producing oil 
and/or gas in paying q̂ anxxrics or plug and abandon the same. Ocean shall participate in the 
drilling of this Test Well for its proportionate share. The Lower Mississippian Lime 
formation, is dcftrinrl as that certain gas and coodmsate bearing zone easo-cartered ar the 
stratigraphic equivalent depth of twelve thousand four hundred aad four feet (12,40**), as 
shown on that ""Tr'n cotnpeasated neutron three detector density log measurement in the 
Mayfly "14* State Com # 1 Well, located ia Section 14, Township 16 Sooth, Xaagc 35 East, 
Lea County, New Mexico. 

ARRINGTON OIL & GAS, INC. 
BEFORE THE COMMISSION 
NMOCD CASE NO. 12731 & 12744 
DATE: 03/26/02 
EXHIBIT NO. { 
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Mr. Dcrold Maaey 
Ocean Energy. lac 
September 10, 2001 
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In the event chat che drilling ade opinioa resdered irv a [aw firm licensed TO <2O business ia the 
Sole of New Mexico shall contain title requiremcats snch that Arrb^tca or Cceaa as a 
reasonable and prudest operator is unable tc commence drilling operations on the Test WeU 
prior to July L, 2002, Arringscn or Ocean, shall no later than. January 5. 2002. annate force 
pooling proccedbg far a 320 acre unit comprised of the W/2 of Section 25, T16S, R35E, 
Lea County, New Mexico. Arriagtcn or Ocean shall diligently and expeditiously pocl jucb 
lands in order oo core such title retrviiEcrnents so that the Test WeU may bo drilled prior to 
July 1, 2002. 

Should Arriflgtca or Oceaa fail to successfully cure such, title defects through force pooling 
proceeding or otherwise aad fail to timely cooirneoee drilling operations on the Test Weil by 
July I , 2002, then. Ocean shall have tbe right, but not the obligation, to become tho 
designated Operator under die Operating Agreement for the drilling of the Test WeH through 

_ the point of first production; subsequently. Ocean, shall relinquish operations under said Test 
Well to Arrington, and Amngtoa shall be the A-̂ ignarad Operator under the Operating 
Arisen Kill. Notwithstanding anything contained in this Agreement to the contrary Ocean 
shall not be obligated to participans in the drilling of the Test Well for a share of costs 
greater than thirty-five percent (35%) and Ocean is satisfied in its sole discretion, that the 
remainder of the costs for the Test Well will be paid, cither by Arrington. or another third 
part)- with title to the leasehold interest ia the lands enmftunod within the pooling order issued 
by the New Mexico Oil Conservation Division. 

2. In the event any well is lost for any reason prior to being drilled to Contract Depth or 
Arrington has encountered, during the drilling of any well, mechanical difficulty or a 
fbrrnarioo. or condition which would render further drilling noprarticaMc or impossible, 
Arlington may plug and abandon that well and may continue its rights under this agreement 
by cocmncacisg a substitute weU (or wells) CSnbstimte WeHfe)") for any such well which 
has been lost or abandoned within sixty (60) days from the date The drilling rig is removed 
from the location of the prior well. Any Substitute Well drilled shall be drilled subject to the 
same terms and coadicaas and to the same depth as provided for the well so lost or 
abandoned. Any reference in, this agreement to the Test WeH shall be deemed to be a 
reference to any well or vrclls, which may be drilled as a Substitute Well. Ih the event that 
cither party elects ta drill i Substitute Well as provided herein, the other party oust 
participate ia same, or forfeit to the participating parry any interest which it would have 
otherwise earned by virtue of its participation m such Substitute Well. 

5. Conteinporaveouary herewith, Arriagton and Ocean, shall have entered into that certain 
Operating Agreement attached hereto as Exhibit A (the "Operating Agreement*'), covering 
the W/2 of Section 25. T16S. R35E, Lea County, New Mode© (the "Contrao Area"). 
Exhibit "A" to the Operating Agreement shall be completed based a poo. the results of the 
driUsite title opinion being prepared covering the W/2 of said Section 25. 

4. Subject to the terms and coodicicas (I) of this agrccrrv-nt, (il) each Farmout Agreement and 
(ill) the Joint Operating Agrtwaooc, Ocean hereby assigns unto Arricgtan, aa undivided 
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thirty percent (30%) of Ocean's right in aad to each Farmoai Ajrrcnr-eci. In the event that 
any Farmout Agreement cennin; a requireateat thai the Fanner (as defined in such Firtnout 
Agreement) thereunder consent » aay such assignment. Ocean shall use its 'best efcrts to 
obtain such ootcit; 0r?vid^d. hc^rv;r. that in the cveat that Ocean is unable to acquire 
such F armor'5 cease at Co assign. oVn Ocean shall asaiga aiidsdoaal interests) from, juch 
other of the Farmout Agreements as Oceaa may elect ia its dircrericn such that the aggregate 
of Arriagten's right to earn rights tinder aU Farmout Agreerccats will entitle Arriagtoa to &n 
assignment of Oc=aa'j interest tn the Ccaa^ct Area equal to an uc divided thirty-percent 
(30%), prcfportionatcly reduced to Ocean's interest in the Ccorract Area. The terras and 
cendirions of this lener agreeaient .'hall apply to any extensions cr renewals of each Farmout 
Agreement acquired by either Arrington or Ocean Within 1 SO days of the expiration of the 
farmout agreement. 

5. Amngtnn has acquired proprietary 3D xasmic data across certain lands, including, without 
. limitation,- T16S, R3SE, Lea County, New Mexico (i) Section. 23; E/2E/2; (ii) Section 24: 

AU that Arrington has in the SW/4; (ui) Section 25: W/2, W/2E/2; (iv) Section 26; EV2E/2; 
(v) Section 35: NE/4NE/4; and (vi) Section 36: N/ZNW/4. NW/4NE/4 (such 3D acismic 
data, collectively, the ''Arringioo 3D Data"). Aaingtoo agrees (and represents to Ocean that 
Arrington has the right to so agree) that Ocean shall (7) havo access to the Arrington 3D 
Data ia Arringcan's offices during aarznal business hours, in order to work and interpret the 
Arlington 3D Data, and (ii) have access to and copies of, Arlington's interpretations of the 
Arlington. 3D Data (the Arrington 3D Data together wiri such interpretarions thereof, the 
^Arrington Evaluation Macsriai"). Arrington shall retain fall ownership rights to the 
Arriagtan 3D Data, and no ownership or license to the Aningtoo 3D Data shall be coaveyed 
to Ocean. Except as provided for in. this Paragraph 5, Arrihgtcn makes no representations or 
warranties to Oceaa (i) as to the Arriogton 3D Data (ii) or in respect of Ocean's reliance 
upon the Arrington Evaluation Material. Ocean shall keep the Arriagtan. Evaluation 
Material confidential; provided however, that such obligaricn of confidentiality shall not 
apply to asfbrmation -which (i) was or becomes available a> the public other than as a result 
of a disclosure by Oceaa, (ri) was or becomes available to Ocean on a con-confidential basis 
from a source other than Arrington, provided that such source is cot known by Ocean ta be 
bound by a confidentiality agreement with Arrington ot otherwise prohibited from 
transmitting the- information by a contractual, legal or fiduciary obligation, (ui) was within 
Ocean's possession prior to its being furnished by Aningtoo, (iv) is developed or derived 
wirhoat the aid, application or use of the Arringtcii Evaluation Material, (v) is disclosed 
following receipt of The written consent of Arringion to such disclosure being made, or (vi) is 
disclosed pursuant to Paragraph 6 hereof 

6\ In the event that Ocean is requested or required (by oral questions, ios*rrogatories, requests 
for information, or docurncats, subpoena civil iuyutignovc ^ - M M or other proems) to 
disclose any of the Arrington. Evaluation. Material, Ocean agrees that it will provide 
Amngtcn with prompt notice of any such request or requirement (written if practical) so that 
Amngton may jeek aa appropriate protective order or waive compliance with the proviaoos 
of this Agreement. If, Jailmg the entry of a protective order or the receipt of a waiver 
hereunder prior to the rime such disclosure is required to be made, Oceaa may disclose char 
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portion of the Arrington Evuluaricn Material which Ocean's counsel advises that it is 
compelled to disclose aod will exercise ctsscaable efforts to obtain assurance that 
cccfidential treatment will be accorded tn that portion of the Arriagtcn Evaluation Material 
which is being disclosed. Arrisgton agrees that Ocean shall have no liability hcminrier for 
any disclosure of the Arringtca Evihiarica Material rcade in compliance with this Paragraph 
6.' 

7. Oceaa has acquired proprietary 3D seismic data across certain lands, including, whfccut 
lirnitariofl, T15S, R35E, Lea County, N « Mexico (0 Section T. W/2, W/2NEM, W/2SE'4, 
SEA4S2/4; (u) Section 17: W72NW/4, NW/4SW74; and (Hi) Section IS: N/2. >i2S/2 (such 
3D seismic daca, collcctivisly, the "Ocean. 3D Dau"). Ocean agrees (and rep reseats to 
Arrington thai Ocean has the right to so agree) that Arrington shall (i) have access to the 
Ocean 3D Data in Ocean's offices during normal business hours, ia order to work and 
interpret the Ocean 3D Data and (ii) have access to and copies of. Ocean's interpretations of 
the Ocean 3D Data (the Ocean 3D Data together with such interpretations thereof, die 
"Ocean Evaluation Material"). Ocean shall retain full ownership rights to the Ocean 3D 
Data, and no ownership or liceasa to the Ocean 3D Data shall be conveyed to Arnagton. 
Except as provided for in this Paragraph 7, Ocean makes no representations or warranties to 
Arrington (I) as lo the Ocean 3D Data, (ii) or ia respect of Arrington's reliance upon the 
Ocean Evaluation Material. Arrington shall keep the Ocean Evaluation Material 
confidential; provided however, tfiar such obligation of ccnfidenrialhy shall not apply to shall 
noc apply to inforrrtarion which Q) was or becomes available to the public other than as a 
result of a disclosure by Arrington, (ii) was or becomes available to Arrington oo a ocn-
cocfidcclial basis from a source other than Oceaa, provided thai such source is not known by 
Arlington to be be und by a ccnfidenhaJity agreement with Ocean or otherwise prohibited 
from transmitting the iisfonnarion by a contracojaL legal or fiduciary obligation, (in) was 
within Arriagtcn's possession prior tn its being furnished by Ocean, Qv) is developed or 
derived without the aid. application or use of the Ocean Evaluation Material (v) is disclosed 
following receipt of the written consent of Ocean to such disclosure being made, or (vi) is 
disclosed pursuant to Paragraph 3 hereof. 

8. In the event that Arrington is requested or required (by oral questions, interrogatories, 
requests for infbnrtaaon ar documents, subpoena chdl investigative demand or other process) 
to discloss any of die Ocean Evaluation Material, Arlington agrees that it will provide Ocean 
with prompt notice of any such request or requirement (written if practical) so that Ocean 
may seek an appropriate protective order or waive compliance with the provisions of this 
Agreement. If, ^'ffrg the entry of a protective order or the receipt of a waiver hereunder 
prior to tho time such disclosure is required to be made. Arringtao nay disclose that porncn 
of the Ocean Evaluation Material which Arriagton's counsel advises that it is cnmrtrllrd to 
disclose and will exercise reasonable efforts to obtain asan̂ uuv*. that cca£denrial treatment 
will be accorded to that pardon of tbe Ocean Evaluation Material which is being disclosed. 
Ocean agrees that Arrington have no liability hereunder for any disclosure of the Ocean 
Evaluation Material made ia compliance with this Paragraph S. 
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9. It is not the intention of the parries to create a partnership, nor shall this agreement be 
construed as creating z ironing or other partnership, joint venture, agency relationship or 
ether assoGatiao, or to reader tho parries liable aa partners. co-v<amrgrs or principals. 
Unless provided for to the ccatrary in the Operating Agrcexeat, (i) the liability of the parties 
shall be several, not joint or collective and (ii) rvh party shall be responsible only for its 
obligations, and shall be liable only for its proportionate shars of the cost:, if any, to be 
incurred hereunder. No parry shall have any liability hereunder to third parties to satisfy the 
default of any ether party in the payment of aay expense or obligation. 

10. This Agreeseer aad all siaoers pertaining hereto, ©chiding, but net licited to, matters of 
paftrraance, ncrt-oerfhrnurrn, breach, remedies, procedures. lights, duties and interpretation or 
coratrnchca, shafl be governed and detenroccd by the law of die Stam of Texas. THE 
PARTIES HEREBY CONSENT T O T H E EXCLUSIVE "VENUE OF T H E PROPER 
STATE OR FEDERAL COURT LOCATED LV MIDLAND COUNTY, TEXAS, AND 

. HEREBY WAIVE A L L OTHER VENUES. 

11. This Agreement, ihe Exhibits and Schedules hereto and the Operating Agreement set forth aS 
understandings between die parties respecting the subject matter of this n̂ rosacubc, and all prior 
agreements, understandings aod represent* cas. vvbexbex oral or written, respecting this 
transaction are merged into and superseded by this written agsectnent 

12. This agreement shall be binding upon *M shall bur c to the V-irfit af the y?*rir? and their 
respective tueccsscn and permitted assigns and tbe terms hereof shall be deemed to run with the 
lands described berem. If any ftnrt<frr is pfTwtH by a party pursuant to the terms of this 
agreement, or by any of its successors or assorts, the transfer will be made expressly subject to 
this agreement, and the transferor shall remain responsible for the obligations of the transferee 
until the transferee expressly assumes m writing all of the existing dunes and obuigarions of the 
transfhiuf. 

13. This agreement may not be altered or amended, nor any rights hereunder waived, except by an 
instrument, in writing, execuaed by the party to be charged with such amendment or waiver. No 
waiver of any other term, provision or condition of this agreement, in aay one or more instances, 
shall be deemed to be, or construed as, a further or cccnauing waiver of any such term, other 
provision or ranriTTion or as a waiver of aay cdicr term, provision or ccodmcn cf this agreement 

14. E A C H PARTY WAIVES, T O T H E F U L L E S T EXTENT PERMITTED BY 
APPLICABLE LAW, ANY R I G H T IT MAY H A V E TO A TRIAL B Y JURY WfTH 
RESPECT T O ANY SUIT, ACTION OR PROCEEDING R E L A T I N G TO THIS 
AGREEMENT. 

15. If any provision of this agreement is invalid, illegal or incapable of being enforced, aU other 
provisions of this agrcemcne shall nevertheless remain in full force and effect, so long as the 
economic Of legal substance of the transactions contemplated hereby is not affected in a 
materially adverse manner whh respect to either party. 

ZOV9*' Z 0 
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If this properly sets forth your undemanding of our agreement, please so indicare by signing in the 
space provided below, and teairning to my attention. 
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Yours truly, 

DAVTD H. ARRINGTON OIL & GAS, INC. 

David H. Arriagton 
President 

DDArd 

ACCEPTED AND AGREED THIS / T DAY OF.SSP3SMB5R, 2001 

Hank Wood 
Anoraey-in-Fict 
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Schedule 1 to that certain Letzer Agreement, 
by and between Occur Energy, lac., a Louistara corporation 

and David H. Arrington Oil <£ Gas, Inc., 
dated as of September 10, 2001 

1. Farmout Agreement, dated as Jury 23, 2001, by and between Ocean Energy, Inc., a 
Louisiana corporation, as Farmcc, and Branex Rrsourccs. Inc., as Fannor, as amrrrfcrf by 
that certain Letter Agreement, dated as of August 14, 2001, attached hereto as Exhibits B-1 
andB-2; 

2. Farmout Agreement, dated as July 23 . 2001, by and between Ocean Energy, Inc., a 
Louisiana corporation, as Farmcc, and States, Inc. and B.BX, Led., as Farmor, as amended 
by that certain Letter Agreement, dated as of August 22, 2001, attached hereto as Exhibits 
C-1 and C-2; 

3. Farmout Agreement, dated as July 23, 2001, by and between Ocean Energy, Inc., a 
Louisiana corporation, as Farmcc, and Judith White, Trustee1, as Farmer, as amended by 

• that certain Letter Agreement, dated as of August 15, 2001, attached hereto as Exhibit D-l 
andD-2; 

4. Faurmout Agreement, dated as July 23, 2001, by and between Ocean Energy, Inc., a 
Louisiana corporation, as Farmcc, and Slash Four Enterprises, Lac., as Farmor, as amended 
by that certain Letter Agreement, dated as of August 15, 2001, afrarhwd hereto as Exhibit D-
1 andD-2; 

5. Farmout Agreement, dated as July 23, 2001, by and between Ocean Energy, Inc.. a 
Louisiana corporation, as Farmcc, and Pabo Oil tc Gas, as Fannor, as amrnrlflri by that 
certain Letter Agreement, dated as of August 15, 2001, attached hereto as Exhibit D-1 and 
D-2; 

6. Farmout Agreement, dated as July 23, 2C01, by and between Ocean Energy, Inc., a 
Louisiana corporation, as Farmee, and Phelps White, IH, as Fannor. attached hereto as 
Exhibit E; 

7. Farmout Agreement, dated as July 23, 20Q1, by and between Ocean Energy, Inc., a 
Louisiana cnipoulion, as Farmee, and David R, Gannaway, as Fannor, attached hereto as 
Exhibit F; and 

8. Farmout Agreement, dated as Jury 23, 2001, by and between Ocean Energy. lac. * Louisiana 
corporation, as Farmcc, and ICA Energy, Inc., as Farmer, as amended by that certain Letrer 
Agreement, dated as of August 15,2001. artarhed hereto as Exhibit G-l and G-2. 

« . - n n > T c T T V J CC-' f lT 
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214 Wert Tews DAVID H. ARRINGTON OIL & GAS, INC Fhone: (9L5) 6S2HSO85 
Suite «00. (Zip 7570 y Fax: (915) 6J2-U39 
P.O. Box 207i 
Midland. Texas 79702 

September 10, 2001 

Mr. Dcrold Maney 
Ocean Energy, Inc. 
1001 Fannin, Suite 1600 
Houston. TX 77992 

R«: Assisnmcnt Of Rights In And To Certain Farmout Agreements Concerning Tbe 
SW/4 Of Section 25. TI6S. KJSE. Lea County. New Mexico 
South Payday "25"* Prospect 

Gentlemen: 

When executed by the parties hereto, this leaer agreement (this "AgreernenO shall set forth the 
agreement between Ocean Energy, Inc. a Louisiana corporation ("Ocean") and David H. Arriflgten 
Oil Sc Gas, Inc. ("Arrington'') ccwavning the assignment of tiurty percent (30%) of Ocean's right in 
end to those certain farmout agreements covering the SW/4 of Section 25, TLSS. R35E, Lea County, 
New Mexico, more particularly described on Schedule 1 hereto (such agreement, as may be 
amended, {implemented, restated or otherwise rnnrfrfifYt from rime to tima, a Tarmout Agroemear". 
and coUecdvely, tho "Farmout Agreements"). For good and valuable consideration, th« sufficiency 
of which is hereby acknowledged, the parries do hereby agree as follows: 

1. Oa or before July 1, 2002, but not earlier than January 10, 2002, rime being of the essence, 
Arrington shall commence actual drilling of a test wdQ (the 'Test WeH") to be located ia the 
NW/4 of Section 25, T16S, R35E, Lea County, New Mexico, referred tn as the. Triple 
Haclde Dragon 25 (?1 Wen, and shall thereafter prosecute drilling of the Test Well to 
penetrate and teat the lower Mississippian Lime formation (as hereinafter ccfiaed*) or to a 
depth of approximately trJrm-n fhr""?"^ two hundred feet (13,200*), whichever is die lesser 
depth (tbo^Coarract Depth") and shall complete the Test WeU as capable of producing oil 
acd/oc gas In paying quaarirics or plug and abandon ihe same. Ocean shall participate in the 
drilling of this Test Well for its proportionate share. Tbe Lower Mississippian Lime 
formation, is definnd as that certain gas and condensate bearing zone encountered at tbe 
stratigraphic equivalent depth of twelve thousand four hundred and four feet {12,404'), as 
shown on that certain cotnpensated oearxon three cecectsr density log measurement ia the 
Mxyily "14" State Com 4 1 Well, located in Section 14, Township 16 South, Range 35 East, 
Lea County, New Mexico. 

ARRINGTON OIL & GAS, INC. \ 
BEFORE THE COMMISSION 
NMOCD CASE NO. 12731 & 12744 
DATE: 03/26/02 
EXHIBIT NO. | 
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In the event chat the dnlling dtie opicioa rendered by a law £rai licensed to do business in the 
Stale of New Mexico shall contain title requirements such that Arrington or Ocean as a 
reasonable and prudent operator is unable tc commence drilling opericons on the Test Well 
prior to July 1, 2002, Arringtcn or Ocean <h;»H no later chas January 5. 2002. irutiatc force 
pooling prowdxag for a 320 acre urat comprised of the W/2 of Section 25, TlfiS, R35E, 
Lea County, New Mexico. Arriagtcn or Oceaa shall diligesdy and expeditiously pool such 
lands in order oo cure such title requirements so that the Test Well may ba drilled prior to 
July I, 2002. 

Should Arriagccu or Oceaa fail to successfully cure such title defects through force pooling 
proceeding or otherwise and fail to timely commence drilling operations on the Test Well by 
July I, 2002, then. Ocean shall have the right, but not me obligation, to become the 
designated Operator under the Operating Agreement for the drilling of the Test Weil through 
the point of first production; subsequently, Ocean shall relinquish operations under said Test 
Well to Arrington, and Arringtoo shall be the dcsjgcamd Operator under the Operating 
Agreement. Notwhhstaruiiag anything contained in this Agreement to the contrary Ocean 
shall not be obligated to parti dp are in the arilling of the Test WeU for a share of costs 
greater than Thirty-five percent (35%) and Ocean is satisfied ia its sole discretion that the 
remainder of the costs for the Test Well will be paid, cither by Arrington or another third 
part}- with tale to the leasehold interest in the lands coctamed within the pooling order issued 
by the New Mexico Oil Conservation Division 

2. In the event any well is lost for any reason prior to being drilled to Contract Depth or 
Arrington has encountered, during the drilling of any well, fr"*^Hn?ral dff5r»hy or a 
formation or condition which would render further driHag impracticable or impossible, 
Arrington may plug and abandon that well aad may continue its rights under this agreement 

• by cctrnTicnciag a substitute well (or wells) f Substitute WcUfaT) for any such well which 
has been lost or abandoned within sixty (6*0) days from the date the drilling rig is removed 
from the location of the prior well. Any Substitute Well drilled shall be drilled subject to the 
same terms and condiriaas aod to the same depth as provided for the well so lost or 
abandoned. Any reference in this agreement to the Test WeH shall be deemed to be a 
reference to any well or wells, which may be drilled as a Substitute Well. In tha event that 
either party elects tn drill a. Substitute Well as provided herein, the other parry must 
participate in same, or forfeit to the participating party any interest which it would have 
otherwise earned by virtue of its participation in such Substitute Well. 

3. ContOHporaneoualy herewith, Arrington and Ocean shall have catered into that certain 
Operating Agreement attached hereto as Exhibit A (the "Operating Agreement*'), covering 
the W/2 of Section 25. T16S. R3SE, Lea County, New Mexico (ths "Contract Area"). 
Exhibit "A" to the Operating Agreement shall be completed based a poo. the results of the 
iriUsite title opinion being prepared covering the W/2 of said Section 25. 

4. S abject to the terms and co editions (I) of this agiceaaenr, (u) each Farmout Agreeraeot and 
(iii) the Joint Operating Agroernoat, Ocean hereby issi^ps unfa Arrington, an undivided 

T TV^ Xf-nx 20/93/20 
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thirty percent (30%) of Ocean's right in and *o each Farmoot Agrseznenx. Ia the evear that 
any Farmout Agreenieat ccnrains a requirc=eat thai the Fanner (as defined in such Finncut 
Agreeraent) thereunder coaseat 53 aay such asaignrecat, Oceaa shall use its best afcrts to 
obtain iuch cotrcat; prgvi.jscL hc^-r^r. dut in Ar even* that Ocean is unable to acquire 
such Farmer's coascot to assign, chert Ocean shall assign acjisdcnal xnteresu>) from such 
other of the Farmout Agreements as Oceaa may elert in its accretion such that the aggregate 
of Artiogtcn's right to earn righc under all Fanncruc Agreements will entitle Arriagtca to aa 
avsignrr.cct of Ocean's interest in the Ccacract Area equal to an undivided tairry* percent 
(30%), proporaoaatcly reduced to Ocean's interest in the Contract Area. The terns and 
canri'mrms of this letter agreement jhall apply to any extensions or reacwals of each Farracut 
Agreement acquired by either Arriagtoa or Ocean within 180 days of the expimtioa of The 
fhrmouC agreement. 

5. Arrington has acquired proprietary 3D seismic data across certain lands, including, without 
. linatation; T1SS, R35E, Lea County, New Mexico fj) Section 23: E/2E/2; (ii) Section 24: 

All that Arrington has in the SW/4; (Ui) Section 25: W/2, W/2E/0; (Iv) Section 26: E/2EV2; 
(v) Section 35; NE/4NE/4; and (vi) Section 3ff: N/2NW/4. NW/4NE/4 (such 3D seismic 
data, ccllccti-vcly, the "Amagtoo 3D Data"). Arrington agrees (and represents to Ocean that 
Arrington has the right to IO agree) that Ocean shall (i) havrs access to the Arriagion 3D 
Data io Arrington's offices duciag normal business hours, in order to work and interpret the 
Arriagtoa 3D Dau and (ii) have access to and copies of, Arringtou's mtarpretations of the 
Arrington 3D Data (the Arrington 3D Data together with such ujterpretatians thereof, the 
"Arriagtoa Evaluation Mar:riaT). Arrington shall retain fall ownership rights to the 
Arrington 3D Data, and no ownership or license to the Arrington 3D Data shall be conveyed 
to Oceaa Except as provided for in this Paragraph 5, Arririgtoa makes no reprcsentatioas or 
warranties to Ocean Q as to the Arrington 3D Data (ii) or in respect of Ocean's reliance 
upon the Arrington Evaluation Materia!. Ocean shall fceep the Arrington Evaluation 
Material oonruî orial; provided however, that such obligation of confidentiality shall not 
apply to information which (0 was or becomes available to the public other than as a result 
of a disclosure by Ocean, (ji) was or becomes available to Ocean on a non-confidential basis 
from a source other than Arringsin, provided that such source is not lenown by Ocean to be 
bound by a cc^dentiality agreeroent with Arrington ot otherwise prohibited front 
transmitting the irrfbrmatioa by a contractual, legal or fiduciary obligation, (iii) was within 
Ocean's possession prior to its being furnished by Arrington, (iv) is developed or derived 
without the aid, application or use of the Arrington Evaluation Material, (v) Is disclosed 
fell owing receipt of the written consent of Arrington. to such disclosure being made, or (vi) is 
disclosed pursuant to Paragraph 6 hereof 

6. In the event that Ocean is requested or required (by oral duesrious, interrogatories, requests 
for lnfbrrnanon ot documents, subpoena civil investigative rlrmnrA or other process) TO 
disclose any of the Arrington. Evaluation Material, Ocean agrees that it will provide 
Amngeoa with prcmpt notice of any such request or rajuircrncnt (written if practical) so that 
Amngtcn may jeek an appropriate protective order or waive compliance with the provisions 
of this Agreement. If, sailing the cany of a protective order or tie receipt of a •waiver 
hereunder prior » the rime such dirckisure is required to be made, Ocean may disclose thai 



Mr. Dcrold Maney 
Ocean 2acxgy, lac 
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portion of the Arrington. Evoiuaricn Material which Ocean's counsel advises that it is 
compelled to disclose aod will exercise reasonable efforts to obtain assurance tha: 
confidential treatment wili be accorded to thai pardon of the Arriagtcu Evaluation Maioiai 
which is being disclosed. ArrizgCon agrees that Ocean shall have no liability hereunder for 
anv disclosure of the Arriagtca Evaruatica Material rcade ia ccqnpiiance with this Paragraph 
6. 

7. Oceaa has acquired proprietary 3D seismic data across certain lands, inducing, -wrthcut 
limitation, T15S, R35E, Lea County, New Mexico (0 Section 7: W/2, W/2NE/4, W/2SZ'4, 
SEV4SE/4; pi) Section 17: W/2NW/4, NW/4SW74; aad (ui) Section 1?; N/2. ~SOS/2 (such 
3D seismic da a , collectively, the "Ocean 3D Data"). Ocean agrees (aad rep reseats to 
Arrington that Ocean has the right co so agree) chat Arrington shall (i) have access to the 
Ocean 3D Data in Ocean's offices during correal business hours, in order to work and 
interpret the Ocean 3D Data and (ii) have access to and copies of. Ocean's irmapteuo'oas of 
the Ocean 3D Data (the Oceaa 3D Data together with such interpretations thereof, the 
"Ocean Evaluation Material")- Ocean shall retain fall ownership rights to the Ocean 3D 
Data, and no ownership or license to the Ocean 3D Data shall be conveyed to Arnagtcn. 
Except as provided for in this Paragraph 7, Ocean malces no representations or warranties to 
Arrington (i) as to the Ocean 3D Data, (ii) or ia respect of Arrington's reliance upon the 
Ocean Evaluation Material. Arrington r*"11 keep the Ocean Evaluation Material 
confidential; provided however, that such obligation of ccnfidencalhy shall not apply- to shall 
not apply to information «.hLaa (i) was or ^ T * ^ available to the public other than as a 
result of a disclosure by Arlington, (ii) was or becomes available to Anrmgrno on a non­
confidential basis from a source other than Ocean, provided thai such source is not known by 
Arlington tn be bound by a confidentiality agreement with Ocean or otherwise prohibited 
from transnutting the infonnation by a contractual, legal or fiduciary obligation, (iii) was 
within Arringtcn's possession prior tn its being furnished by Ocean, (iv) is developed or 
derived without the aid. application or use of the Ocean Evaluation Material, (v) is disclosed 
following receipt of the written consent of Ocean to such disclosure being made, or (vi) is 
disclosed pursuant to Paragraph J hereof 

S. In the event that Arrington is requested or required (by oral questions, iatcrragaxcri.es, 
requests for infermarict: cr documents, subpoena civil investigative demand or other process) 
to disclose any of the Ocean Evaluation Material, Arrington agrees that it will provide Ocean 
with prompt notice of any such request or rcquirenient (written if practical) so that Ocean 
may seek an appropriate protective order cr waive compliance with the provisions of this 
Agreement. If, fairing the entry of a protective order or the receipt of % waiver hereunder 
prior TO the timo such disclosure is required to be made, Arrington may disclose that porrica 
of the Oceaa Evaluation Material which Arriogtoa's counsel advises that it is mmrWlrri to 
disclose and will exercise reasonable efforts to obtain ar^ir'nn* that ccafidVncial Treatment 
will be accorded to Th~r porrica of the Oceaa Evaluation Material which is being disclosed. 
Ocean agrees that Arrington have no liability hereunder for any disclosure of the Ocean 
Evaluation Material made in compliance teith this Paragraph S. 
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9. It ia not the intention of the parties to create a partnership, nor shall this agresaent be 
construed as creariflg a muting or other partaenhip, jciat venture, agency relationship or 
ether association, or to render tho puties liable aa partners, ca-voimes or principals. 
Unless provided for to the contrary in the Operating Agrcrrccat, (i) the babiiity of the parties 
shall be several, not joint or collective and (ii) each party shall be responsible only for its 
obligations, and shall be liable only for its proportionate share of the cost:, if any, to be 
incurred hereunder. No party shall have any liability hereunder to third parties to satisfy The 
default of aay other party in the payment of any expanse or obugahon. 

10. This Agrreraeer aod all mailers pcrtaiairjg hereto, including, but not KrrhrA to, matters of 
performance, ncr*-perfbrmanca, breach, remedies, procedures, rights, duties and interpretation or 
ccnstracticn, ihaO be grjvancd and determinaj by the law of the State of Texas. THE 
PARTIES HEREBY CONSENT T O THE EXCLUSIVE VENUE OF T H E PROPER 
STATE OR FEDERAL COURT LOCATED IN MIDLAND COUNTY, TEXAS, AND 

. HEREBY "WAIVE A L L OTHER VENUES. 

11. This Agreement, the Exhibits and Schedules lereto and the Operating Agreement set forth aS 
understandings between the parties respecting the subject matter of this trarosactioa, and all prior 
agreements, understandings aod representafcens, whether oral or written, respiting this 
uansacricn. are merged into and superseded by this written agjeemcut. 

12. This agreement shall be binding upon and shall bure to the benefit of the parties and their 
respective successors aad permitted assigns and the terms hereof shall bo deemed to run with the 
lands described herein. If any *r*n<£-r is effmrd by a parry pursuant to the terms of this 
apmneat, or by any of its successors or assigns, toe transfer will be made expressly subject to 
this agreement, and the transferor shall remain responsible for the obligations of the transferee 
una] the transferee expressly assumes in writing aS of the existing dudes and oedigaxkxts of the 
transferor. 

13. This agreement nay not be altered or axocndod, nor aoy rights hereunder -waived, exscpt by an 
instrument, in writing, executed by the party to be charged wih such arnesdmesx or waiver. No 
waiver of aay other term, provision or rendition of this agreement, in any oce or more instances, 
shall be darned to be, or ccastrucd as, a further or cooriauisg waiver of any such term, other 
provision or condaion or as a waiver of any other term, provision cr ccodiriaa cf This agreernent 

14. E A C H PASTY WAIVES, T O T H E F U L L E S T EXTENT PERMITTED BY 
APPLICABLE LAW, ANY R I G H T IT MAY HAVE TO A TRIAL B Y JURY WITH 
RESPECT T O ANY SUIT, ACTION OR PROCEEDING R E L A T I N G TO THIS 
AGREEMENT. 

15. If any provisioo of dus agreement is invalid, illegal or kjcapable of being enforced, aU other 
provisions of this agreement shall nevertheless remain in fufl force and effect, so long as the 
ecocomic or legal substance of the transactions ccTaeaiplated hereby ii not affected in a 
materially adverse manner **hh respect to either party. 

• = T -rvi rc:nx Z0/9Z/Z0 
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If this properly sets forth yuur 
space provided below, and retnrniag to fry attention. 

uadcr3taQding of our agreed 
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Yours truly, 

DAVID H. ARRINGTON OIL A GAS, INC. 

David H. Arriagtoa 
President 

DDArd 

ACCEPTED AND AGREED THIS / T DAY OF-£Hr¥BMB£R, 2001 

OCEAN ENERGY,INC. 

Hank Wood 
Anorney-in-Facx 
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Schedule 1 to thai certain Loaer Agreesncac, 
by arid between Ocean Energy, lac., a Louisiana corporation 

and David H. Arrington Oil <fc Gas, Inc., 
A?tr4 ts of September 10, 2001 

1. Farmout Agreement, dated as luty 23, 2001, by and between Ocean Energy, Inc., a 
Louisiana corporation, as Farmcc, and Branex Resources, Inc., as Fannor, as amrrrirrf by 
that certain Letter Agreement, dated as of August 14, 2001, attached hereto as Exhibit; B-1 
andB-2,' 

2. Farmout Agreement, dated as July 23. 2001, by and between Ocean Energy, Inc., a 
Louisiana corporation, as Farmee, and Scales, Inc. and B.BX., Ltd., as Farmer, as amended 
by that certain Letter Agrermcnt, dated as of August 22, 2001, attached hereto as Exhibits 
C-1 and C-2; 

3. Farraout Agreement, dated as July 23, 2001, by and between Ocean Energy, Inc., a 
Louisiana corporation, as Farmcc, and Judith Write, Trustee1, as Farmer, as amended by 

• that certain Letter Agreement; dated as of August 15, 2001, attached hereto as Exhibit D-l 
andD-2; 

4. Farmout Agreement, dated as July 25, 2001, by and between Ocean Energy, Inc., a 
Louisiana corporation, as Farmee, and Slash Four Enterprises, Inc., as Fannor, as amended 
by that certain Letter Agreement, dated as of August IS, 2001. attached bcreto as Exhibit D-
1 andD-2; 

5. Farmout Agreement, dated as July 23, 2001, by and between Ocean Energy', Inc., a 
Louisiana corporation, as Farmee, and Pabo Oil tc. Gas, as Fannor, as imrnrirri by that 
certain Letter Agreement, dated as of August 15, 2001, attached hereto as Exhibit D-1 and 
D-2; 

6. Farmout Agreement, dated as July 23, 2C01, by and between Ocean Energy, Inc., a 
Louisiana corporation, as Farmee, and Phelps 'White, IH, as Fannor. attached hereto as 
Exhibit E; 

7. Farmout Agreement, dated as July 23, 20Q1, by and between Ocean Energy, Inc., a 
Louisiana crupuî ion, as Farmee, and David Gannaway, as Fannor, attached hereto as 
Edribk F; and 

%. Farmout Agreement, <f"̂ i as Jury 23, 2001, by and between Ocean Energy, lac. a Louisiana 
corporation, as Farmcc, and ICA Energy, lac, as Farmer, as amended by that certain Lecc-r 
Agreement, dated is of August 15,2001, attached hereto as Exhibit O-l and G-2. 

'"Ofl»TtT w s c c : n T. 



BEFORE THE NEW MEXICO 

OIL CONSERVATION DIVISION 

APPLICATION OF TMBR/SHARP DRILLING, 
INC. FOR COMPULSORY POOLING, 
LEA COUNTY, NEW MEXICO 

CERTIFICATE OF MAILING 

The undersigned hereby certifies that on January 25, 2002, he sent by 

certified mail, return receipt requested, a copy of the Application on file in 

this case to those parties set out in the mailing matrix attached hereto. 

Roswell, New Mexico 88202-0298 
(505) 625-0298 



PARTIES ENTITLED TO NOTICE 
TMBR/SHARP DRILLING, INC. 

APPLICATION FOR COMPULSORY POOLING 

Robert M. Edsel 
3111 Welborne, No. 1604 
Dallas, TX 75219 

James D. Huff 
PO Box 705 
Mineola, TX 75773 

Branex Resources, Inc. 
PO Box 2328 
Roswell, NM 88202 

R. N. & Jacqueline C. Williams 
PO Box 2010 
Hobbs, NM 88241 

Mark & Bonnie Caldwell 
3534 Shell 
Midland, TX 79707 

George M. O'Brien 
PO Box 1 743 
Midland, TX 79702 

Barmar, Inc. 
PO Box 250 
Hobbs, NM 88241 

M. W. Oil Investments Co., Inc. 
518 17 t h , Ste. 540 
Denver, CO 80202 

Ronald C. Agel 
105 Countryside Road 
Newton, MA 02159 



Bud & Mary Lou Flocchini 
Family Partnership 
PO Box 26158 
San Jose, CA 95159-6158 

Richard L. Vandenburgh 
1777 South Harrison, Ste. P-300 
Denver, CO 80201 

Citadel Oil & Gas, Corp. 
PO Box 3052 
Denver, CO 80201 

Louis A. Oswald, III, Trustee of the 
Oswald Family Trust 
PO Box 36157 
Denver, CO 80236 

Jonathan S. & Carol Roderick 
6154 W. 83 r d Way 
Arvada, CO 80003 

Lynne & Mark Baaiman 
4650 N. Fiintwood Rd. 
Parker, CO 80134 

Christopher R. F. Eckels, Trustee 
of the Robert Eckels Family Trust 
PO Box 30 
Cedaredge, CO 81413 

Christa L. Leavell, Individually and 
as Custodian for Michelle C. Leavell 
PO Box 470 
Robinson, IL 62413 

Wyotex Oil Co. 
405 Ross Ave. 
Gillette, WY 82713 



William N. & Susan E. Heiss, Trustees 
William N. Heiss Profit Sharing Plan 
PO Box 2954 
Casper, WY 82602 

Harle, Inc. 
PO Box 2608 
Roswell, NM 88202 

Robert J . Bullock, Sr., Trustee 
for Robert J . Bullock, Jr. 
c/o Carter Castell 
245 South Sequin 
New Braunfels, TX 78139 

Yates Petroleum Corporation 
Yates Drilling Company 
ABO Petroleum Corporation 
Myco Industries, Inc. 
105 S. 4 t h Street 
Artesia, NM 88210 
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