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P.O. Box 2074 )
Midlaad, Texas 79702

S1S 622 4493

September 10, 2001

Mr. Derold Mancy

Ocean Energy, Inc.
1001 Faumin, Suite 1600

Housten, TX 77592

"Re: Assignment Of Righrs In Acd To Certain Farmout Agreements Concermung The

SW/4 Of Section 25, T16S, R3SE, Lea County, New Mexico
South Payday “25™ Prospect )

Gentlemen:

When exccuted by the parties berero, this lenter agreement (this "Agreemenr) shall set forth the

agreement betweea Ocean Bacrgy, Inc. 2 Louisiana corporstion (“'Ocean™) and David H. Arrisgten
Oil & Gas, Inc. (“Amxinglon™) concerning the assignment of thirty percent (30%) of Ocean’s right in
ard to thoss certain farmout agreements covering ths SW/4 of Sectien 25, T16S, R35E, Lez County,
New Mexdes, more particularly described on Schedule | bersto (suck agrecoent, as may be
amended, supplamented, restated or otherwise modified fiom tme © ume, a “Fammout Agrecment”,
ard colleczively, the “Farmoutr Agreements™). For good aad valnable consideration, the sufficiency
of which is hereby acknowledged, the parties do hereby agres 25 Sollows:

1.

On or before July 1, 2002, but not cadier than January 10, 2002, tims being of the esseace,
Arrington shall commaoce actua! drilfing of a test well (the “Test Well™) to be locared in the
NW/4 of Secdon 25, T16S, R3ISE, Lea County, New Mexico, referred o as the Triple
Hacde Dragon 25 #1 Well, and shall thereafter prosecute drilling of the Test Well to
penctrate and test the lower Mississippian Lime fonnation (as heretnafler dcﬁued) ortwoa
deptb of approximately thirteen thousand two hundred feet (13,200”), whichever ts the lesser
depth (thn SConntact Depth™) and shall coraplets the Test Well a5 capable of producing cil
and/orps 2 payiog quandrics orpmganda.bandmnbcsam Qccas sball pardcipate in the
drilling of this Test Well for its proportiosate share.  The Lower Mississippran Lime
formation is dofioad ss that certein gas and condensate bearing zooc encountered ar the
stratigrapbic equivalent depth of twelve thousaad four hundred and four feet (12,4047, as
shown on that cormin compensased nrutron three detecwor density log measurcment in the
MayQly “14™ State Com # 1 Wcll, located i Secticn 14, Township 16 South, Raage 35 East,
Lz County, New Mcxico.

ARRINGTON OIL & GAS, INC.
BEFORE THE COMMISSION

NMOCD CASE NO. 12731 & 12744 :FJ /c)

DATE: 03/26/02
EXHIBIT NO. |
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.

In the cvent that ¢e drilling gl le opinioa readered by a law £rm licensed 10 do tusiness i the
Stz of New Mexico shall connin te requirements soch tat Amingzou ot Ce=a as a
reasosable and prudent operatar is unable o commence drilling operafions on the Tt Well
prior w July 1, 2002, Amingren or Ocean shall na latse thaz Jacoary 5. 2002, butate forcs
poaling procseding for a 320 ace unit comprised of the W72 of Secticn 25, T16S, R3SE,
Lea Coanty, New Mexdes. Asringten or Cesan shall diligestly and expeditously pocl such
lands in order @ curc such tite requincments so that the Test Well may be drilled prior to
July 1, 2002,

Should Asringeen of Oceaa fuil w successfully cure such tide defocts through foree poolng
proceeding or otherwise and fi] w gmely mm&uccdz'imngopcnxicusmth:'rcstw:llby
July 1, 2002, then Ocean shall have the right, bur nct the obligation, W become the
designazed Operator under the Operaticg Agreement for the drilling of the Test Well threugh
the point of first producton; subsequently, Ocean shall relinguish operaticns under said Test
Well to Arnington, acd Arringtoa shall be the designarsd Operator undex the Operating
Agreement. Notwithstanding anything contained in this Agroement to the contrary Ocean
shallnabcobligzmdwpazﬂcipammthcd:mmgofmc Test Well for a share of costs
greater than thirty-five perceat (35%) and Ocean is satisfied in its sole discredon tha the
repainder of the costs for the Test Well will be paid, cither by Arrington or another third
party with title Lo the leaschold intarest in the lands costamed withia the pooling order issued
by the New Mexico Qil Conscrvartion Division.

In the event any well is lost for any reason prior to being dnled to Contract Depth or
Arrington bas eacountered, dumgth:mumofmywdgmhamdd:ﬁadtyorz
formation ar condition which would render further drilling impracticable or impossible,
Arrington may plug and abandon that well and may contiriue its rights uoder this agreemeat
by commencing a substitute wall (or wells) (“Substitute Well(s)") for asy such well which
has bees lost or abandoned within sixty (60) days from the date the dnlling rig is removed
Srom the location of the prior well, Any Substicute Well drilled shall be drilled subject to the
same terms and cosditions and to the sarmne depth as provided for the well so lost or
abandomed. Any reference in this agreement 1o the Test Well shall be decmed W be a
reference to any well or wells, which may be drilled as a Substitute Well. In the evear that
cither pasty elects w drill a Substruwe Well as provided Berein the other party must
participate ia same, or forfeir to the pacticipating party any imrest which it would bave
otherwise camed by virtus of its participation in such Substitatwe Well.

Contemnporaneously herewith, Asrtington and Ocean shall hsve cotered into that ceftain
Operating Agrocment attached hereto as Exhibit A (the “Operating Agreement”), caveriog
the W72 of Secdan 25, T16S, RISE, La County, New Mexico (the "Contracs Araa™).
Exhibit “A” to the Operating Agreanent shall be compleed based apa the resuls of the
drlsite dtle opinion beng preparsd covering the W/2 of 3aid Secdoa 25.

Sabject o the wrras and cocdificas (1) of this agrecoent, (il) cach Farmout Agreecent and
(i) the Joint Operating Agreemeat, Ocean bereby assigns uate Arrisgtan, an uadivided
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thiry perceat (309%) af Ocean’s tight in and 0 cach Fammoat Agreemens. In the cveat that
auy Farmowt Agreement ceamine a requiresent that the Farmor (as defined in such Fammout
Agroement) thereunder conseat w aay such aszignmeat, Occan shall use 165 best af=rts to
obtain such cotsent peovided homevar that in the cvext tar Ocean is unable fo acquire
such Farmort’s conscat w assign. dem Ocean shall assign addizional interest(s) from such
other of the Farmeue Agroarents as Oce may elezt in its discretion such that the 2garegare

- of Artiagten’s right to earn rights under all Farmout Agrecroents will artite Astingron © as
assignmeant of Oczag’s nwrest i e Cegmact Arca cqual w an ugdivided thirty” perceat
(30%), proporticnasly reducad to Occan’s imerext in the Conmact Area. The terms and
condirions of tis lemer agreement shall apply W any extensions or reacwals of cach Famout
Agreement acquired by either Arrington or Ocean within 180 days of the expiratioa of the
Gionout agreement,

s. Amngmn bas acquired proprctary 3D seimmic dara across cestain lands, including, without
. limitation; T16S, RISE, Lea County, New Mexico (i) Section 23: E/2E/2; (ii) Sectica 24:
All thar Arringron bas in the SW/4; (i) Section 25: W72, W/2E/; (iv) Sectioa 26: E2ER;
(v) Secticn 35: NE/ANE/4; and (vi) SecDon 36: N/ZNW/4, NW/ANE/4 (such 3D scismic
daza, colloctively, the “Amington 3D Dar™). Acxington agrees (and roprosants to Oczan that
Armington has the right & 50 agrec) that Ocean shall () bave acesss to the Amingwa 3D
Dan ing Asringtan’s offices duting aormal business bouss, in order to waork and interpree the
Amisgmon 3D Dana and (i) have access to and copies of, Arrington’s intarprerations of the
Amingron 3D Dara (the Amington 3D Dats together wird such interpretations therect, the
“Armringwn Evalgation Material”).  Amington shall retain fall owmership rights to the
Anington 3D Dam, and ng awnership or licease 0 the Armingtoa 3D Dara shall be coaveyed
© Occap. Except as provided for in this Paragraph S, Arrington makes no representations or
warragties 0 Ocean () as to the Armmington 3D Dt (i) or in respect of Ocean's reliance
vpon _the Armmgon Evaluation Material,  Ocear shall keep the Auringron Evaluation
Mateqial ‘oou.ﬁdemial; provided howsver, that such obligaden of corfidenciality shall not
apply to information which (i) was or becomes available & the public other thap as a result
of a disclosure by Occan, Gi) was or becomes available to Ocesn on a non~confidential basis
from a sourcs other than Aringtn, provided that such source is oot known by Oceag © be
bound by a confidentiality agreernemt with Arrington or otherwise prokibited from
trnsmitting the information by a commacmal, legal or fiduciary obligation, (i) was within
Ocean’s possession prior w its being furmished by Asmington, (iv) is developed or desived
Wwithoat the aid, application or use of the Arrington Evaluaticn Material, (v) is disclosed
ft_xllcwmg receipt of the written consent of Arrington to such disclasure being made. or (V) is
disclosed pursuant to Paragraph € bereof.

§. In the event that Ocean is requested or required (by of lons, iorerrogatoniss, requests
for information ot documents, subpocoa civil i 3 e demand or other process) w
disclosc any of the Asrmgton Evaluation Marterial, Ocean agrecs that it will provide
Acringron with prempt notice of any such request or requircment (wrintzn if practical) so that
Auringten may seek an appropriare protective order or waive complisnce with the provisicas
of this Agreement. K, filing the ety of a prowctive order or the receipt of a waiver
bereupder pricr w the dme such disclosure is required to be made, Oczan may disclose that

sasemge2var vve Teigr 0092780



Feb-26-02_09:30A . S15 682 4%9= L2z T
Mr. Derold Maney

Ocean Eacrgy, Inc,

Septeaiber 10, 2001

Page 4 ofS

porton of the Auringon Evaluaticn Mazrial which Occan’s counsel advises that it is
compelled 0 disclase acd wii exercise cmzsceable Sorts o ovm assurines that
coafidential treatmest will be accorded w that porcon of the Asringien Evaluatica Material
which is being disclosed. Armizgton agrees tha Ocsun shall have no habiley bescucder for
any disclosure of the Amngren Evaluaticn Material made n complianece with this Paragraph
a.

7. Ocean has acquired propricrarv 3D seismic dam acress catain lands, including, wrboue
Lmittion, T15S, R35E, Laa County, New Mexico (i) Section 7: W/2, W/2ZNE/4, W/ASE/4,
SE/4SE/4; () Section 17: W/ZNW/4, NW/4SW/4; and (i) Section 18: N/2, N25/2 (such
3D scismic data, collectively, the “Occan 3D Dara™). Occan agress (and represents to
Arrington that Ocexn bas the rizht © sa sgree) thar Asrington shall (i) bave aceess 10 e
Ocean 3D Dasta in Ocean's offices during narmal busigess bours, in order to work and
interpret the Oczan ID Dama and (ii) have access w0 and copics of, Ocean’s interpretations of

_the Ocean 3D Damx (the Ocean 3D Data together with such interpretations thexeof, the
“Ocean Evalnarion Material”). Occan shall retain foll ownership rights to the Ocsan 3D
Data, and no ownership or licenss to the Ocean 3D Data shall be conveyed o Amngton.
Except as provided for in this Parazraph 7, Oczan makes no represeatations or warramties 0
Asrington (i) as to the Ocean 3D Data (i) or in respect of Arrington’s reliance upon the
Ocan EBvaluation Material.  Asrington shall keep the Ocean Evaluaticn Matepial
confidential; provided however, that such obligstion of confidentaliry shall not apply to sball
noC apply o informatoa which () was or becomes availadks w the public other than as a
result of a disclosure by Arrington, (i) was or becomes available to Amingtcn oo 2 non-
confideatial basis from a source gther than Ocean, provided that such source is not known by
Arington to be bound by 2 confidentiality agreement with Oczan or otherwise prohibited
from trassmirting the informarioa by & contractual, legal or Sduciary cbligation, (ui) was
within Amington’s possession prior to its beng farnished by Ocean, (iv} iy doveloped or
derived without the aid. application of use of the Ocean Evaluation Material, (v) is disclosed
following recaipe of the written coasent of Oczan to such disclosurc being mmade, or (V) is
disclosed pursuant w Paragraph § hereaf

8. In the cvenr that Amington is requeswed ot requirced (by oral questoas, inirragataries,
roquests for informarion ar documents, subpocna civil investigative dercand or other process)
10 disclose any of the Ocegn Evaluation Material, Arrington agrees that it will provide Ocean
with prompt notice of any such request or requirement (wrien if practcal) so that Ocean
may seek an appropriate protective order or waive cornpliance with the provisions of this
Agreement. If, failing the eatry of a protective order or the receipt of 3 waivar hersunder
prior W the time such disclosure is required o be made, Arrington may disclose @at poroen
of the Ocean Evaluation Matzrial which Arringtan’s counsel advises that it is campelied 10
disclose and will excrsise reasarable efforts to obtam assurance that coofidential weatment
will be accorded to that portica of the Ocean Fvaluation Marerial which is being disclosed.
Ocean agrees ﬁutAxﬁn@:nshaﬂhzvenolhhﬂkyhamndcrformydlsc!osunccheOcm
Evaluation Material made in compRance with this Paragraph 8.
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9. It iz not the inteation of the pardes © creale 3 partserchip, nor shall this agre=ment be
ccostrued as creadsg 2 muning of other partuership, joint veure, ageacy celasenship or
gther association, or o reuder the pardes lable a3 partmcrs, co-venmarers of principals.
Unless provided for to the coatrary in the Operadng Agrocrat, (i) the Lability of e partics
shall be several not joint ar collecve and (i) each party shall te responsble aaly for its
obligaticos, and shall be liable oaly for its proporSanate shars of the costs, i any, 2 be
lncurred Bereunder. No party shall bave any lability hermurdsr to third partiss t safisty te
default of any otber party in the payment of any expecsc or obligasica.

lo.mmmwampam&ﬁngh«m, mchuding, but net limaed to, rmattsrs ot
p=fomance, son-performance, breach, remedics, procedures, Tights, ditics and interpretation o
consgacticon, shall be governed and determiced by the bw of de St of Toas. THR
PARTIES HEREBY CONSENT TO THE EXCLUSIVE VENUE OF THE PROPER
STATE OR FEDERAL COURT LOCATED IN MIDLAND COUNTY, TEXAS, AND

. HEREBY WAIVE ALL OTHER VENUES.

11. This Agreanext, the Exhibirs and Schedules herero and the Operating Agremmest sex fork all
undersandings betweea the parties respecting the subject matter of this transactios, aod all prior
agreements, understandings aod ccpresentaticns, whothar aral or wrimen, respecting this
transaction are merged into and superseded by this written agrecment

12. This agreement shall be binding upan and shall ioure to the benefit of the partics and their
respective successory and perraitted assigns and the wrms borsof shall bo deemed w0 run with the
lainds desqribed beretn.  If any traasfer is effeced by a party purswant o the terms of this
agreement, ot by any of its successors or assigns, the taasir will be made opressly subject w
this agreement, and the taosferor shall mmain respensible for the obligations of the transterce
wn] the ransferee oxpressly assumes o writng all of the existing duties and obligarions of the
tansferor.

13. This agrooraent may not be altered or amanded, nor agy rights beceunder waived, exeopt by an
instrument, in writing, execured by the party o be charged with such amesdment or waner. No
waiver af any other trm, provision or candion of this agrcoment, in any coe or more instancss,
shall be deemed w be, or construcd as, a further or coatmying waiver of any such term, other
Pprovision of condifion of a5 a watver of any cther term, provision or condition of das agresment.

14, EACH PARTY WAIVES, TO THE FULLEST EXTENT FERMITTED BY
APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY WITH
RESFECT TO ANY SUIT, ACTION OR PROCEEDING RELATING TO THIS

AGREEMENT,

15. If any provisioa of this agreernent is invalid, illegal or incagable of being caforced, all other
provisicas of this agreement shall sovertkeless remain in full force and efecr, so long as the
cconomic or legal substance of the raasactions comemplared berrby is not affectad in 2
materially adverss maaner with respect w ernber party. .

“avemancTar TVI 7007 ZO/QZ/ZO
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Ifthispm;.xrlysctsfmﬂ:ycmnndcrsundingofauragrm please so indicarz by sigming is the
space provided below, acd requming to my atention.

\\

T i iaie e oA aene wnsar/70



¢

WA Y WY L

| Feb-26-02 _09:31A 915 682 a4vo _

. Mr. Derold Maney
° Oczan Fnargy. Inc
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Page 7 of 6

Yours truly,

DAVID H. ARRINGTON OIL & GAS, INC.

P

David H. Arcington
President

DD/Ard

. - I‘E Ovensbe,
ACCEPTED AND AGREED THIS *e\ DAY OF%Q{’ZOOX
OCD;A)IETZ?ﬁg?Y'IBRZ.
By: / / 0/

Hank Wood

Aromey-in-Faa —ggvvn\

N

-------- YAy WYL CCINTY

-«

70/92/20



/=T e 1P N ™Y PN Y

Feb-26-02 09:31A 915 682 e<+sa L -

Schedule 1 1o that certain Letter Agrecmant,
by and berween Occan Baergy, Inc., a Louisiama corporation
and David H. Artington Ou & Gas, Inc.,
dated as of September 10, 2001

1. Farmout Agresment, dated as July 23, 2001, by and botween Occan Eaergy, B¢, 2
Louisiana corporation, as Farmee, aad Bransx Resourcss, Inc., as Farmor, as amesded dy
that certain Letter Agreement, datzd as of August 14, 2001, atrached bereto as Exkibits B-1
and B-2;

2. Fammout Agreement, dated as July 23, 2001, by and between Oczan Encrgy, Inc, 2
Louisiana corporation, as Farmee, and States, Inc. and B.B.L., Lol., as Fammor, as aroended
by that certain Letter Agreement, dared as of August 22, 2001, amached hereto as Exhibits
C-1 and C-2;

3. Fanmoat Agreement, dated as July 23, 2001, by aod baween Oczan Energy, Inc., a
Louisiana corporation, as Farmee, and Judith White, Trustec®, as Farmor, as amended by
thar certain Letter Agroament, dated as of August 15, 200], attached hereto as Exhibit D-1
and D-2;

4. Famnout Agreement, dated as July 23, 2001, by and between Ocean Eoergy, Inc, 2
Louisiana corparation, as Farmee, and Slash Four Enterprises, Inc., as Farroor, as amended
b‘yz::t certan Letter Agreement, dated as of Angust 15, 2001, attached bereto as Exhibit D-
1 and D-2; '

5. Fammout Agreemcnt, dated as July 23, 2001, by and between Ocean Encrgy, Inc, 2
Louisiana corporaticn, as Farmes, and Pabo Oil & Gas, as Farmor, as amended by that
cermin Lettor Agreement, dated as of August 15, 2001, attached hereto as Exhibit D-1 and
D-2;

6. Farmout Agreement, datzd as July 23, 2001, by and betwoen Ocean Energy, Inc, a
Louisiana corporatian, as Fammee, and Phelps White, IIl, as Farmor, arached bercto as
Exhibit E;

7. Fanoout Agreement, dated as July 23, 2001, by and betwocs Ocean Energy, Inc, a
Louisiana corporatian, as Fanuce, and David R. Geomaway, as Farmor, stiached bersto as
Exdnhiz F; and

8. Farmmout Agroement, dated as July 23, 2001, by and between Ocean Eaergy, Inc. 2 Lovisana
corporation, as Farmee, and ICA Enctgy, Inc, as Farmor, as amended by that cemmain Leer
Agreement, dated 3s of August 15, 2001, artached berezo as Exhibit G-1 and G-2.

~~~~~ annrtraT YVI 00107 zo/gZ/ZO
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214 West Teas DAVID H. ARRINGTON OIL & GAS, INC.  Phanc: (315) 6326485
Sugte 400, (Zip 79701) )  Fax: (915) 6324139
P.O Box 2071
Midlaad, Toas 79702

Scprember 10, 2001

Mr. Derald Mancey
Ocean Energy, Inc.

100! Fanmn, Surte 1600
Houstem, TX 77992

" Re: Assignment Of Righrs In And To Certain Farmout Agyeements Concerning The
SW/4 Of Section 25, T16S, R3SE, Lea County, New Mcexico
South Payday “25” Prospect )

Gestlemnen:

When exccuted by the parties hercto, this lener agrecment (his "Agreement™) shall set forth the
agreement between Ocean Bacrgy, Ine. 2 Lowsiana corporaticn (*‘Oczan™) and David H. Arr;ngtgn
Ol & Gas, Inc. (“Asinguon™) concerming the assigmment of thirty percent (30%) of Ocean’s right in
and @ those certaia farmout agreements covering the SW/4 of Section 25, T16S, R35B, Lea County,
New Madeo, more pasticularly described on Schedule | hereto (such agrecrocnt, as may be
amended, supplamented, restated or otherwise modifiad from time © tme, a “Farmout Agrecment™,
zzd collectively, the “Farmout Agreements™). For good z8d valnadle consideration, the sufficiency
of which is heveby adknowledged, the partes do hereby agres as follows:

1. On or before July 1, 2002, but oot cadier than January 10, 2002, time= being of the essace,
Arrington shall commence actual drilling of a test well (the “Test Well™) w0 be locared in the
NW/4 of Section 25, T165, R35E, Lea County, New Msxicao, refened t@ as the Triple
Hacdde Dragen 25 #1 Well, and shall thereafier prosecute drilling of the Test Well o
peactrate and test the lower Mississippian Lime fonnation (as hereitafier defined) or o a
depth of approxdmately thirteen thousand two hundred feet (13,200%), whichever is the lesser
depth (ﬂ:c “Contract Depth™) and shall coruplets the Test Well as capable of produciag ail
Mdf“wmpaymgmmxsorplugandabmdmrbcm Occan shall pardcipate in the
drilling of this Test Well for Its proportionate share. The Lower Mississippran Lime .
formation is defioad as that cermin gas aod cosdensate bearing zosc encountered ar the
stratigraphic equivalent depth of twelve thousand four hundred and four feex (12,4047, as
shown on that cormin compensaed neuon three dececwor density log mcasuraneat in the
Mxydy “14™ State Com # 1 Well, located m Secticn 14, Township 16 South, Raoge 35 East,
La County, Wew Mcxico.

ARRINGTON OIL & GAS, INC. ‘{\ \‘/\
BEFORE THE COMMISSION

NMOCD CASE NO. 12731 & 12744

DATE: 03/26/02

EXHIBIT NO.

------ wvs nerar vns92/20



C Feh-26-02 JOSJ{_ZSA 915 622 wwso -

L St SRUIR AW A B PV

V]
u

Mr. Derold Mancy
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In the evemt that ¢ driling atle opinioa reodered bv a law £rm licensed o do busipess ic the
Stz of New Modco shall ccumin tte requiraments sach that Amringor ot Ce=a as 2
reasonable and prudent aperatar it ucable w commence drilling operations an the Tast Well
price w July 1, 2002, Amingren or Ocean shall no latee thas Jazuary 5, 2002, iutatc fores
poaling proczeding for 2 320 ace umit camprised of the W2 of Sectien 23, T1€S, R35E,
Lea Coanty, New Mexies. Armingien or Ocean shall diligextly and expedigausly pool mach
lacds in order o curc such ttle requirsments so that the Test Well may be drilled priar to
July 1, 2002.

Stould Arringeen of Goeaa f3il w rucesssfully cure such e defiects throagh foree pooling
procoeding or otherwizz and fii] o tnely commence drilling operations on the Test Well by
July 1, 2002, then Qczan thall have the right, but not the obligation, W become the
designazed Opecator under the Operating Agreement for the drilling of the Test Well through

. the point of first producton; subsequently, Ocean shall relinguish operaticns under said Test
Well to Amington, acd Asringtos shall be the designared Operator under the Operating
Agreement.  Notwithstanding anything contained in this Agroement to the cantrary Ocean
shall not be obligared w participate in the drlling of the Test Well for a share of costs
greaer than thirty-five perceze (35%) and Ocean is satisfied in its sole discretion that the
remainder of the costs for the Test Well will be paid, cifher by Amington or another third
party with tide to the leasehold intarest in the lands contained within the pooling order issued
by 1be New Mexico Oil Conscrvation Division.

2. In the event any well is lost for any reason prior w0 bomg dnlled to Contract Depth or
Arrington bas cacountered, during e drilling of any well, mechanical difbculty or a
formation or copdition which would render further drilling mopracticable or impossible,
Aurringron may plug and abandca that well and ray continue its rights usder this agreement
by commencing a substitute well (or wells) ("Sobstinge Well(3)™) for any such well which
has beea lost or abandoned within sixty (60) days from the date the drilling nig is removed
from the location of the prior well, Aay Substoute Well dolled shall be drilled subject to the
same terms and conditans and to the samc depth as pravided for the well so lost or
abandoced. Any refereace in this agreement w the Test Well shall be deemed o be 2
reference to any well ar wells, which raay be drilled as a Substitutz Well. In the eveat that
cither pasty elects w drill a Subsdnuwe Well as provided Betein, the other party omist
participatz ia same, or forfeir to the participating party any inmerest which it would bave
otherwise camned by virtua of its pasticipation i such Substitute Well.

3. Contenporanecusly herewith, Armingun and Ocean shall have ccrered into that certain
Operating” Agroancnt attached hereto as Exhibit A (the “Operadng Agreement”), cavening
the W/2 of Sectan 25, T16S, RISE, La County, New Mexico (tbe “Contract Ar=a).
Exlubit “A” to the Operating Agreament shall be complaed based apea the resuks of the
drillsite gtle opision being prepared covering the W/2 of said Secdon 25.

4. Sabject o the s and cocditicas (1) of this agyeement, (i) cach Farmout Agreewment acd
(i) the Joint Opcrating Agroemeot, Ocean bereby assigns uaw Asriogian, aa uadivded

sa-negazTaT TVI TE:InT  10/987¢
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thirty pereeat (30%4) of Oczan's Hght in and 0 @ch Famuoat Azrzemen:. In the eveat thar
auy Farmowx Agreement coaming a requirement that the Farmer (as defined in such Fareout
Agroement) thereunder consent o asy such aszignmcat, Occan shall use 75 best offnts o
obtaln such cotsent; provided howrver, Bt in the cvent thar Oczan is unabls to 1cuwire
such Farmot’s consent w assign, then Oczan shall assign addional interest(s) frem uch
other of the Farmout Agreerents as Ocex may ele=t in itg discretion such that the aggrazgare
of Artingten’s right to eam rights under all Farmout Agroernents will entitle Arringmon o aa
assizneent of Occan’s interest in e Cogmact Asea cqual o an ugdivided wirty percent
(30%), proportianatly reduced to Occan’s intwext in the Conract Arsa. The terms and
candirions of s letter agreement shall apply W any extmsions or reacwals of cach Famout
Agreement acquired by either Artington or Oczan within 180 days of the expiratioa of e
fimout agreement,

Asrington bas acquired proprictary 3D seismic dara across cestain lands, including, without

. limmitation; T16S, R3SE, Lea County, New Mexico () Section 23; E/2E/Z; (L) Sacticn 24:

All thar Arrington bas in the SW/4; (i) Section 25: W/2, W2E/2; (iv) Section 26: E2E72,
(v} Section 35: NE/ANE/4; and (vi) Secton 36: N/INW/4, NW/ANE/4 (such 3D scismic
dazm, collactively, the “Asmingron 3D Dar™). Amington agrees (and represants to Ocean that
Armrington bas the right % so agrec) that Ocean shall §) bave access o the Aringion 3D
Dara in Amringtan’s offices during narrnal business hours, in order to work and foterpree the
Arringroa 3D Data and (i) have acoess to and copics of, Arrington’s intarpreeations of the
Arringron 3D Dara (the Acrington 3D Daz3 topecher wird such interpretatioas therect, the
“Amiggen Evaluation Marterial”).  Armiogton shall retain ol ownesship rights to te
Arringron 3D Duta, and nc awnarship or licensc 0 the Amington 30 Dan shall be coaveyed
to Occan. Except as provided for in this Paragraph S, Arrington makes no representations of
warranties 10 Ocean (§) as two the Armington 3D Data (i) or i respect of Ocem’s reliancs
upon the Arrmgron Evaluation Material. Ocean shall keep the Arringron Evaluadon
Maierial confideatial; provided however, that such obligasicn of cordideatiality shall nat
apply to information which (i) was or becomes available o the public other than as a result
of a disclasurs by Occan, (i) was or becomes available © Occan on a pon-confidential basis
from a sourcs othrer than Asringtn, provided that such source is pot known by Oceag © be
bound by a confidentialicy agreetoent with Asringtom or otherwise prohibiwd from
Uansmitting the informstion by 2 contractual, legal or fiducisry obligation, (ili) was within
Ocean’s possession prior 1 ity being fuomshed by Arvingtom, (iv) is developed or desived
withoat the aid, application or use of the Arrington Evaluation Material, (v) is disclosed
following reccipt of the writtza coasent of Arrington t such disclosure being made, o (v) is
disclosed pursuant to Paragraph € bereof.

In the event that Qcean is requested or requirsd (by of jous, larerTogatories, MRuests
for information ot documents, subpocoa civil i 1 ¢ demand or other process) w
disclosc any of the Amington Evaluatioa Material, Ocean agrees that it will provide
Actingron with prempt notice of any such request or requirement (written if practical) so that
Armingten may seek an appropriare protective order or waive compliance with the provisioas
of this Agreemxent K, failing the ety of 3 prowective order or fic receipt of a waiver
bereunder pricr w0 the time such disclosure is required to be made, Ocean may disclose that

.. sATmYsEcTAY TYI TCI0T
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portan of the Armington Evaluaticn Mamsdal whick Occaa’s counsel advises that & is
compelled o disclose and will exercise cmsosadle «forts w obm assurapes that
coafidental treatment will be accerded m that parton of the Arringiea Evaluatica Mazerial
which is being discloged. Arrizgiog agrees that Ocexn shall have oo Labilwy hercucder for
Zny disclosure of the Armingtca Evafuatica Material made in compliance with this Paragraph

7. Ocean has acquired propectary 3D seismic dam across cortain lands, including, witkcur
Lruadon, T15S, R3SE, Leaa County, New Mexico (i) Section 7: W/2, W2NE/4, W/ISE/4,
SE/ASE/4; (1) Scctmn 17: W2NW/4, NWW/ASW/4, and (ni) Secuon 13: N/2, N/2S/72 (such
3D scsndc daaa, collectively, the “Occan 3D Data™). Crcan agress (and reprsscifs @
Amnsmtbxomhzsmengh:m 50 sgwe) thar Astington shall (1) bave access to the
Ocean 3D Dasta in Oczan's offices during sormeal business bours, i order to work and
interpret the Ocan 3D Dams aad (i) have access @ and copics of, Ocean's inberprewtions of

_the Gcean 5D Damx (the Qcean 3D Data together with such interpretations thexeof, the
“Ocean Evalnation Material”). Occan shall retain full ownership rights o the Oczan 3D
Data, and 1o ownership or licenss to the Ocean 3D Data shall be conveyed to Arringien.
Except as provided for in this Paragraph 7, Ocean males no representations or warramdss W
Asringtos (i) as w0 the Oczan 3D Dat (i) or in respect of Arrington’s reliance upon the
Occan Evalmation Material.  Arrington shall kesp the Ocean Evaluaticn Material
coufidential; provided however, thar such obligstion of confidentality shall not apply t sball
noC apply 1o informadon which (i) was or becomes available o the public other than as a
result of a disclosure by Armiogton, (i) was of becomes availsble to Aningfcs oo 2 non-
confideatial basis from a source other than Ocean, provided that such sousce is not known by
Armingwon to be bound by a confidentiality agreement with Oc=an or otherwise prohibited
from transmiring the informadoa by & contractual, legal or Sduciary obligation, (i) was
withit Amngton’s possession prior o its being furnished by Ocean, (v} iz doveloped or
derived without the aid, application or use of the Oczan Evalvation Material, (v) is disclosed
following recsipt of the written consent of Ocean to such disclosure being mrade, or (vi) is
disclosed pursizant to Paragraph § hersof

8. In the cvear that Amington is requeswd ot required (by oral questoas, iakrrogatories,
requests for informarion ar documents, subpocna civil investigative dernand or otber process)
to disclosz any of the Qcean Evaluation Material, Arringron agrees that it will provide Ocean
with prompt notice of any such request of requirement (written if practical) so that Ocean
may seek an appropriate protective order or waive compliance with the provisions of this
Agresmext. If, failing the catry of a protective order or the receipt of 3 warver herzunder
prior 10 the fime such disclosure is required © be made, Arrington oy disclose thae porica
of the Occan Evaluation Matzral which Arrington’s cougsel advises that it is campelled 1o
disclose and will exercise reasarable cforts to obtain assurance that coafidental weatment
will be accorded to that portica of the Occan Evaluation Marterial which is beiag disclosed.
Ocean agtees that Arrington shall have po bability hereunder for any disclosure of the Oczan
Evaluation Mxterial made in cempRaunce with tis Paragraph 8.

cavam mee wmia- 71,87/00
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9. It iz nat the inteation of the parSes © crealc 3 partoerzhip, nor shall tis agre=ment be
capstrued as creafng a mining or other partuership, joine vexmre, ageacy rslazenship or
other association, of o reuder the pudes labk a3 parlams, O-vegmrss of priacpals.
Unless provided for o the contrary in the Operating Agreeran, (i) the babiity of 2 pardcs
shall be several, not joint or collective ard (1) each party shall te responsible enly for its
cbligations, and shall be liable oaly for s propordanate shars of e cost, if aay, 0 be
tocurred hereaader. No party shall have any liability hercundsr to third partes to sagisfy the
dcfaule of any other party in the payment of any exp=sc or obligaticn.

m.msmmmammmm ectuding, but not limied 0, mattsts of
perfonEoce, non-performances, breach, remedics, procedures, nights, dutiss and intespretation of
consgoctica, thall be governed and determiced by the law of de Suzx of Toas. THE
PARTIES HEREBY CONSENT TO THE EXCLUSIVE VENUE OF THE PROPER
STATE OR FEDERAL COURT LOCATED EN MIDLAND COUNTY, TEXAS, AND

. HEREBY WAIVE ALL OTHER VENUES.

11. This Agreement, the Exhibirs and Schediules bereo and the Operating Agreement sex forh all
ucderstandings betweey the parties respecting the subject matter of this transactioa, asd all prior
agreements, understindings aod represeamations, whethar aral o wiimmm, respecting this
transaction At merged into and superseded by this waitten agroenent.

12. This agreament shall be binding upon and shall ure o the benefit of the pardes aad their
tespocive suceessors and pernitied assigns and the wrms horsof shall be deomed to run with the
lands described beren.  If any transfer is effected by a party pursuant © the tarms of this
agreement, ot by any of its successors or assigns, the transfx will be made expressly subject w
this agreement, and the gansfror shall remain respensible for e obligations of the tansterce
unti] the Tansferes expressly assumes o writng all of the existing duties and obligazions of the
transferor.

13. This agreormest may ook be aftered or amendad, nor agy rights herounder waived, execpt by an
instrument, n writing, execured by the party W be charged with sich amesdment or waiver. No
waiver of any other term, provisioa or candiion of this agreoment, in a0y ooe Or more instancss,
shall be deeed W be, or construcd as, a further or cootinuing waiver of aay such term, other
provision of coadifion of as a warver of any odier term, provision or condinan of tiis agremmet,

14. EACHE PARTY WAIVES, TO THE FULLEST EXTENT PERMITIED BY
APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY WITH
RESFECT TO ANY SUIT, ACTION OR PROCEEDING RELATING TO THIS

AGREEMENT.

15. If any provisioa of this agrecrment is invalid, illegal or incapable of being eaforced, all vther
provisicas of this agreement shall sovertheless remain in full force and e, so loog as G
ecooomic or legal substince of the Taasmctions comtemplared berehy i3 not affected in 2
mazerially adverss masncr with respect w entber party. .

~ausansczr TV ozeiar 70/92/20
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Yours truly,

DAVID H. ARRINGTON OIL & GAS, INC.

i o

David H. Arrington
President

DDArd

ACCEPTED AND AGREED THIS [‘f}g\ DAY or%’fzm

Zol

Hank Wood

........ var vuy oo:ar 70/92/20
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Schedule | 10 that certain Leger Agreement,
by and berween Occan Eaergy, Inc., a Louisiama corporaticn
and David H Arnington QU & Gas, Inc,
dated as of Septamber 10, 2001

1. Farmout Agreement, dated as Juty 23, 2001, by and botwoen Oczan Eaergy, boc, 2
Louisiana corporation, as Farmes, and Bragex Resourcss, Inc., as Farmor, as amezded by
that certain Letter Agreement, dated as of August 14, 2001, artached berzw as Exhibits B-1
and B-2;

2. Farmout Agreemenr, dated as July 23, 2001, by and betwcen Ocman Encrgy, loc, 2
Louisiapa corporatica, as Farmee, and States, Inc. and B.B.L,, Lad., as Fanmnor, as amended
by that certain Letter Agreement, dated as of August 22, 2001, amacked hereto as Exdudits
C-{ and C-2;

3. Fanuout Agrcemcnt, dawed as July 23, 2001, by and between Ocean Energy, Inc., 2

Louisiana corporation, as Farmoe, and Judith White, Trustec', as Farmor, as amended by

. thar;cminlzu«;\g;m dared as of August 15, 200], atrached hereto as Exhibit D-1
and D-2;

4, Fan:!:mtAgmanmL dated a5 July 23, 2001, by and between Ocean Enpergy, Inc, 2
Louisiana corparation, as Farmee, and Slash Four Enterprises, Inc., 3s Famcor, a5 ameaded
by::;)cemhlmﬁ..grmcm, dated as of Angust 15, 2001, attached hereto as Exhibit D-
1 -2; <

5. Fammout Agreement, dated as July 23, 2001, by and between Ocean Encrpy, Inc, 2
[mxifiancorporan'm,ul-'mcc. and Pabo Oil & Gas, as Farmor, as amended by that
cernin Lettor Agroement, dated as of August 15, 2001, attached bereto as Exhibit D-1 and
D-2;

6. Farmout Agreement, dated as July 23, 2¢01, by and between Ocean Energy, Inc., 2
Louisiana corporation, as Farmes, and Pbelps White, I, as Fagmor, attached berewo as
Exhibit E;

7. Fanpout Agreement, dated as July 23, 2001, by and betwoen Ocean Energy, Inc, a
Louisiana corporation, as Farrues, and David R. Ganmaway, as Farmor, sttached bercwo as
Exhibiz F; 3nd

8. Fammout Agreement, dated as July 23, 2001, by and between Ocean Energy, Inc. a Louisiana
corparation, as Fanmee, and ICA Euctgy, Inc., as Farmor, as amended by that certain Leaer
Agreemant, dated as of August 15, 2001, aached hercto as Exhibit G-1 and G-2.

~astwoneaTeY YVI £0INT zo/QZ/Zo



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.

"\
PHIL gREvWE RN
PO Box 298

Rosweli, New Mexico 88202-0298
(5056) 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 1743
Midland, TX 79702

Barmar, Inc.
PO Box 250
Hobbs, NM 88241

M. W. Oil Investments Co., Inc.
518 17", 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, lll, Trustee of the
Oswald Family Trust

PO Box 36157

Denver, CO 80236

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

Lynne & Mark Baalman
4650 N. Flintwood 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" Street

Artesia, NM 88210
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