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GEOLOGIC HISTORY AND RESERVOIR DEVELOPMENT IN THE
SHOEBAR FIELD AREA, LEA COUNTY, NEW MEXICO

Louis J. Mazzullo
Ameristate Exploration, LLC
Albuquerque, New Mexico and Midland, Texas

ABSTRACT

Production in the Shoebar Field area comes from many different types of
reservoirs in rocks ranging in age from the Silurian up through and including the
Permian Abo Formation. A complex structural setting in this area created a Paleozoic
stratigraphy that is difficult to interpret with seismic data alone. The section from the
upper Mississippian Chester through the upper Atoka Formations is further
complicated by inter- and intra-formational unconformities, and differential
movement along major fauits. Faults and unconformities were important to the
development of reservoirs throughout the section because tectonic movement and
exposure events associated with those surfaces affected reservoir distribution, quality,
and locally, erosion.

Several formations in the area, including the Wristen, Chester, Atoka, Strawp
and lower Wolfcamp, are key targets because of recent exploratory successes or
because they offer new reserve development potential. Reservoirs in each of these
formatijons were developed under unique depositional conditions, and prediction of
ideal reservoir conditions in these rocks may be facilitated through coordinated
lithologic correlations and seismic interpretation. Lithologic data are critical to
understanding the abrupt changes that affect the stratigraphy in the area, and to
preventing mis-correlations that could inhibit optimum evaluation of prospective
targets in a well.
= INTRODUCTION from the Wristen (Silurian) through the Abo
(Permian). The purpose of this geologic note is to

The Shoebar Field area is located west-  summarize the tectonic setting of the Shocbar

southwest of Lovington in Lea County, New
Mexico, and is situated on the east side of the
Northwest Shelf at the junction of several other
major structural elements of the Permian Basin:
the Tatum Basin to the north, North Platform to
the northeast, and Central Basin Platform to the
southeast (Figure 1). In this setting, the Paleozoic
section had undergone numerous episodes of
tectonic activity, reactivation of older structures,
and periodic exposure and erosion of parts of the
section. This episodic tectonic activity had
varying affects upon development of carbonate
- and siliciclastic reservoirs that occur in formations

area, the types of reservoirs that have developed
as a result of the complicated history of the area,
and characteristics of major oil and gas reservoirs
in the area. The aim of this study was to apply an
understanding of  rteservoir  development
mechanisms to broadening old plays and
developing new ones in formations that have been
producing in the area for years. Study in this area
1s 2 work in progress, as new dnlling activity will
no doubt continue to reveal useful details of the
stratigraphy that will add to our exploration tools.
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Figure 1. Location and tectonic setting of Shoebar Field study area in eastern

Lea County, New Mexico.

GEOLOGIC SETTING
General

Detailed lithologic study of well cuttings
from 19 wells in the area were used to evaluate
the stratigraphy of the major producing horizons,
identify and correlate formation contacts, and
provide depositional models for each of the major
target zones. Several high-resolution 2-D seismic
lines were also used to identify fault locations and
penetrations, and in some cases, to confirm the
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presence of reservoir facies. Figure 2 shows the
stratigraphy of the area and the formations that
produce there. Some of the formational contacts
(e.g., between the lower Atoka shale and lower
Atoka limestone) differ from colloquial use in the
area, but are based on detailed lithologic
correlation and faunal assemblages.
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Figure 2. Silurian through Lower Permian stratigraphic section of the Shoebar area.
Well symbols at left are sized in relative proportion to production from formations in
the area. Dashed contacts represent major unconformities.

Pay Zones and Production

The greater Shoebar area is in one of the
oldest producing areas of the Permian Basin, yet
new and significant discoveries continue to be
made there. The most prolific production to date
has been from sandstones near the base of the
Lower Pennsylvanian Atoka Formation (up to 30
billion cubic feet of gas per well), and from algal
mound carbonates in the Middle Pennsylvanian
Strawn Formation (up to 600,000 to 1,000,0000
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barrels of oil equivalent (BOE) per well). Other
significant production has been from (1) algal
mounds of the Lower Permian Wolfcamp
Formation (variously referred to as Permo-Penn or
Wolfcamp), which  produces  dual-phase
hydrocarbons (up to 775,000 BOE per well); (2)
carbonates of the Silurian Wristen Formation (up
to 650,000 barrels of oil per well); (3) Upper
Pennsylvanian Cisco algal mounds (similar in
reserves to the Wolfcamp); (4) foreshell
carbonates of the Permian Abo Formation (up to
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100,000 barrels of oil per well); and (5) various
sands in the Lower Pennsylvanian Morrow and
upper Atoka shale sections (up to 2.5 billion cubic
feet of gas per well). Depths to the various pay
formations range from approximately 8,500 feet
(Abo) to 13,000 feet (Silurian or Atoka-Morrow).
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Figure 3. Schematic structural cross-section through the Shaebar area, showing various age faults and major

unconformities (dashed contacts).

Tectonic Setting

Figures 2 and 3 show a number of inter-
and intra-formational unconformities that have
been recognized in the area. Figure 3 alsc shows
that over relatively short distances, the Paleozoic
section is cut by several faults of different ages.
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The terminal tectonic event occurred in the Early
Wolfcamp, but only affected a small part of the
study area. Faults that penetrate only to the upper
Atoka are more numerous, and in some aress,
faunlting terminates in the Silurian and does not
extend any farther up section. The major
unconformities are found at the top of the
Silunian, Mississippian, Atoka, and lower
Wolfcamp formations. Important intraformational
unconformities are found within the Wristen,
Morrow, Atoka, and lower Wolfcamp Formations.
Faults and unconformities were important to
hydrocarbon production in the areca because
tectonic movement and exposure events
associated with those surfaces affected reservoir
distribution and quality, hydrocarbon migration,
and locally, reservoir erosion.

EXPL.ORATION PROBLEMS

Because of the structural complexity and
resultant vanable stratigraphy of the area,
conventional 2-D seismic data has its limitations
in exploring for and developing hydrocarbon
reservoirs in the Shoebar area. 3-D seismic,
which has been used a lot in the area over the last
several years, has had mixed success because of
the way the section and structure can changs very
abruptly over short lateral distances. For example,
Figure 3 shows that on the highest fault blocks,
part or all of the upper Mississippian, Morrow,
and Jower Atoka Formations can be stripped off,
depending upon the timing of movement along
each fault. It 1s not surprising, then, that seismic
interpretations sometimes miss their mark because
these abrupt changes in structure and stratigraphy
are not always recognized or anticipated.

Another problem that anses from
misunderstanding the stratigraphy is dnlling short
of potential pay zones. For example, the lower
Atoka and upper Morrow limestones have been
often mistaken for the Mississippian Chester or
Meramec-Osage limestones, causing some
operators to drill short of targets in the Morrow.
~ The lithologies of the Atoka-Morrow and the
Mississippian are distinguishable in samples, but
log responses in these formations are often
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similar. Well logs are not a reliable means by
which to correlate sections, especially when it
comes to deciding on the final depth of a well.

MAJOR RESERVOIRS -

Table 1 lists the types of reservoirs found
in the Shoebar study area. The more important
reservoirs in terms of recent exploratory successes
or potential new development are summarized
below.

Silurian

The oldest rocks that produce in this
immediate area are dolomitic carbonates that have
been referred to as Devonian, but which are
lithologically similar to the Upper Silurian
Wristen Formation (e.g., Mazzullo, 1998). The
Wristen Formation subcrops beneath a relatively
thick section of dark Woodford Shale in this area.
Production is from moderately-bedded porous
dolomites that are interbedded with non-porous
limestones. Although most of the production is on
higher structural blocks, productive features are
small and reserves not always commensurate with
the amount of structural closure.

Figure 4 suggests the reason for lackluster
production out of the Wristen. Unit 4 is a
limestone reference horizon, 1identified wath
samples, that is used to show the relationship
between pre-Woodford and post-Woodford
structure. The changing structural attitude of unit
A relative to the base of the Woodford reflects
pre-Woodford folding and removal of the upper
part of the section, which is a common occurrence
in this part of the Lower Paleozoic (Mazzullo,
1990). The base of the Woodford Shale is an
exposure surface. The section below this surface
was folded prior to exposure and erosion and
further modified by subsequent tectonic events in
the Mississippian, Atoka, and early Wolfcamp.
Consequently, porous reservoir facies (dolomites)
could be eroded off or are not always ideally
juxtaposed on the later structures, and arc often
reverse-structured from what is mapped on the
base of the Woodford shale. With adequate
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TABLE 1
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SILURIAN:

MISSISSIPPIAN:

MORROW:

ATOKA:

STRAWN:

CISCO:

L. WOLFCAMP:

ABO:

RESERVOIRS IN THE SHOEBAR AREA AND VICINITY

Restructured karsted carbonates; dolomites interbedded
with limestones

Weathered tripolitic limestones near top of the Chester
Primarily alluvial sandstones, absent on higher structures

Fluvial/Transitional marine sandstones in lower part;
Fluvial and marine sands in upper part

Sandstones on top of upper Atoka unconformity;
Algal mound carbonates on flanks of deeper structures

Algal mound carbonates; foreslope detrital carbonates
Tubiphytes/aigal mounds along flanks of deeper highs

Foreslope to shelf-edge carbonates

sample control, the Wnisten can be zoned, and
reservoir dolomites traced to areas where they
mught trap more favorably, even if these areas do
not comcide directly with highest structures.

Mississippian

The Upper Mississippian Chester
Limestone pays in a few wells in the area,
although i1t is often mis-correlated as a Morrow
pay zone. It is noted here because it may offer
additional reserve opportunity that has generally
gone unrecognized. Based on correlations of
Mississippian lithologies from several wells, the
pay zone is a reworked, tripolitic, carbonate sand
that appears to form very close to major fault
scarps that cut the Upper Mississippian section.

Figure 4 suggests how these carbonate
sands may have formed. The top of the
Mississippian is one of the major unconformities
in the area. During the latest Mississippian, low-
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relief uplift occurred along the faults and exposed
cherty Chester limestones to erosion. Unit B was
formed from erosion of the fault scarp, and
deposition of debris in alluvial fans close to the
base of the scarps. The carbonate debris was
exposed and tripolitized, which created the
outstanding porosity seen in these reservoirs.
Since they were deposited so close to the source,
they are limited in width and probably
discontinuous along trend, which makes them
hard to predict. To date, these reservoirs have
been found to be up to 20 to 25 feet thick, and
capable of delivering in excess of 1.0 billion cubic
feet of gas per well.

Atoka

Sandstones near the base of the lower
Atoka shale (Figure 2) are the most sought after
reservoirs in the area because of their potentially
large gas reserves. These sandstones were
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Figure 4. Structural cross-section through the Silurian and Chester sections in the
Shoebar area. Unit A represents a limestone marker bed in the Wristen; Unit B is a

tripolitic lime grainstone ig the Chester.

deposited in fluvial environments over most of the
area, but the net pay section is actually a
composite of several individual channel units that
locally stack into appreciable thicknesses of sand
(Figure 5). These sandstones were deposited on a
relatively gently-sloping alluvial plain. Because
these sands are found on both high and low
structural blocks, they appear to have been
deposited in relatively low areas that were
differentially uplifted after deposition, either in
the late Early Atoka or Late Atoka.

Some basal Atoka sands terminate
abruptly on parts of the higher fault blocks in the
area (Figure 6). Because their grain size and
lithology do not change closer to these highs, it is
suspected that the lower Atoka section was
uplifted shortly after deposition of the sands, and
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the sands were eroded off the highs. This event is
marked by an intraformational unconformity that
separates the lower Atoka shale and limestone
from the upper Atoka section (Figures 2 and 3).
On the highs, the Atoka thins by erosion of the
basal part of the lower Atoka shale and the Atoka
limestone sections. Lower permeability is also
associated with these sands in close proximity to
the highs, presumably due to early post-
depositional occlusion of primary porosity in the
meteoric environment.

Strawn
The Shoebar area is south of (ie,

basinward of) the main Lovington Strawn trend.
The Lovington wrend is characterized by a few
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gh t5) in the lower Atoka shale section.

Figure 5. Block diagram showing development of fluvial sandstones (11 throu
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hundred feet of Strawn carbonate that is
comprised of multiple, stacked carbonate algal
mound sequences. In the Shoebar area, the
Strawn is only 50 to 150 feet thick. It locally
contains isolated algal mound sequences (Figure
7) in the northern part of the study area, but grades
to basinal, muddy limestones in the southern part.
The mounds are commonly found on the flanks of
underlying structural highs rather than on the
crests. These highs provided paleo-topographic
substrates on the sea floor on which mounds grew.
However, the wave-intolerant phylloid algae that
are common to these mounds favored the slightly
lower-energy environments around the flanks of

the highs.
Lower Wolfcamp

The lower Wolfcamp produces from algal
mounds similar to those in the Strawn (Figure 7),
but are dominated by Tubiphytes algae, red algae,
and bryozoans. These species were more resistant
to wave energy than those in the Strawn, and grew
both on the flanks and near the crests of substrate
highs. The lower Wolfcamp is often mis-
correlated as the upper Cisco because it has been
generally thought that the southernmost extent of
Tubiphytes mound development in the Wolfcamp
was to the north along the Eidson-Townsend
trend. A high-relief Early Wolfcamp reverse fault
block, however, provided the substrate for more
basinward development of these mounds in the
Shoebar area.

The lower Wolfcamp mounds developed
in carbonate facies tracts that shifted depositional
sites laterally through time in response to changes
m relative sea level. As a result, mounds were able
to grow on the higher structural blocks in the area
several mles seaward of the main Eidson-
Townsend shelf-edge trend to the north. At
Shoebar, lower Wolfcamp reservoirs occur as
discrete mound sequences of less than 30 feet
thickness, or locally develop over 300 feet of
stacked, composite sequences.

CONCLUSIONS

The Shoebar area i1s an exploration and
development play in a mature hydrocarbon

producing region because of the number of
potential reservoir zones in the section, many of
which have not been developed to their full
potential. Part of the reason why reservoirs are
underdeveloped or overlooked is the stratigraphic
complexity that arises from the unique tectonic
setting of the area. It is understandable that mis-
correlations have limited development in some
areas because 1t is difficult to sort out the section
without detailed lithologic correlations.

Seismic evaluation of the area should not

"be conducted without coordinated lithologic

study. The examples cited in this report have
shown how cntical lithologic and faunal
correlation can be to correctly placing reservoirs
in the section, and how abrupt changes in section
may not be easily recognized. Log correlations are
not reliable for gross stratigraphic correlation here
because logs cannot characterize facies and faunal
assemblages, and different formations often show
similar log signatures. In areas where well control
is adequate, it should possible to enhance chances
for a successful well and finding new reserves
from old producers by applying reservoir models
based on lithologic study to the location of new
well sites and interpretation of 3-D seismic.
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2i4 West Toas DAVID H. ARRINGTON OIL & GAS, INC. Prope: (915) 6825485
Suite 400, (Zip 79701) N Fax: (915) 6324139
P.O. Fox 207} '
Madlaad Texas 79702

Scptanber 10, 2001

Mr. Derold Mancy

Ocean Bnergy, Inc,
100} Fannin, Suite 1600

Houston, TX 77992

"Re: Assignment Of Righrs [n And To Certain Fammout Agreements Coacemning The

SW/4 Of Section 25, T16S, R3SE. Lea County, New Mexico
Soutch Payday “25™ Prospect '

Geantlemen:

When executed by the parties herero, this lenter agreement (his “Agreemnent”) shall set forth the
agrecment betwren Ooean Eacrgy, Ine. 3 Lowsiana corporsticn (*‘Oczan™) and David H. Asrisgren
Oil & Gas, Inc. (“Amington™) concermning the assignment of thirty percent (30%) of Ocean’s right in
and to thoss certain farmout agreements covering the SW/4 of Section 25, T16S, R35E, Lea Couaty,
New Mexico, more particularty described on Schedule ] beqeto (such agrecmoent, as may be
amended, supplamented, restated or otherwise modified from time © tme, a “Famout Agreement™,
acd colleczively, the “Farmowt Agreements™). For good and valnable consideration, the sufficiency
of which is hexeby acknowledgod, the parties do hereby agres as follows:

On or before July 1, 2002, but not cadicr than Jaouary 10, 2002, ums being of the esseace,
Arrington shall commcpee actual drilling of a test well (the “Test Well ™) to be lacared in the
NW/4 of Secton 25, T16S, R35E, Lea County, New Mexico, referred to as the Triple
Haclde Dragon 25 #1 Well, and shall thereafir prosecute drilling of the Test Well ©
penctrate and text the lower Mississippian Lime fonration (as heremafler defined) or 0 a2
depth of approximately thirteen thousand two hundred feet (13,200°), whichever is the lesser
depth (the “Contract Depth™) and shall corupleto the Test Well as capable of producag il
aad/oc gas’; in paying quantirics or plug and abandon the same. Occan shall pardcipaie in he
drilling of this Test Well for its proportionate share. The Lower Mississippian Lime
formation is dafinad as that certein gas 2ad coodensate bearing zose eocountered at the
stratigraphic equivalent depth of twelve thousand four buadred and four fee (12,40¢7), a5
shown on that cortin cotopensaed neutron three detecwor density log measuramcat in the
MzyQy “14™ State Com # 1 Well, located in Sectica 14, Township 16 South, Ragge 35 East,
Laa County, New Mcoxico.

ARRINGTON OIL & GAS, INC.

BEFORE THE COMMISSION

NMOCD CASE NO. 12731 & 12744 :ﬂ
DATE: 03/26/02

EXHIBIT NO. i
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Oczan Energy, Ina
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In the eveat that die drilling Gtle opinion reodered Yy a law £rm licensed 0 do Susipess io the
Stz of New Modceo shall conmin tde requiraments such that Amingzen ot Ce=aa as a
reasonable and prudent operatar is ucable w commence éolling operations ax the Test Well
pricr w July 1, 2602, Armingten or Ocean shall no latee tac Jacuacy S, 2002, imnate force
poaling procecding for a 320 ace unit comprised of the Wr2 of Sectco 25, T1ES, R3SE,
Lea Coaxty, New Mexdes. Arriagicn or Cesan shall diligestly and expedigously pocl sach
lands in order © cure such ttle requirements so that the Test Well may be drilled prior to
July 1, 2002.

Should Arringwn or Cerag fail w successfully cure such title defects through foree pocling
proceeding or ctherwiss and fii w tmely coomence drilling operaticas an the Test Well by
July |, 2002, then Occan shall have the right, but nct the obligation, © become the
designazed Operator under the Operaticg Agreement for the drilling of the Test Well threugh
the pount of first preduction: subsequently, Ocean shall relmquish operatens under said Test

" Well to Armington, acd Acrington shall be the designated Operator under the Operating

Agreement. Notwithstanding anything ccntained in this Agroement to the coatyary Ocean
shall not be obligared w participare in the drilling of the Test Well for a shars of costs
greawer than thirty-five percent (35%) and Ocean is satisSed in its sole discretion that the
rempainder of the eosts for the Test Well will be paid, ¢ither by Ammington or another third
party with title o the leasehold intarest in the lands cootained withip the pooling order issued
by the New Mexico Dil Conservation Division.

In the event amy well is lost for any reason prior to bomg dnlled to Contract Depth or
Arringtoa bas cncountered, during e drilling of any wel, mechanical difiaulty or 2
formation or copdition which would render further driling impracticable or impossible,
Arringron may plug and abandan that well and may continue its rights ueder this agreement
by commencing a substitute well (or wells) (*Sabstityre Well(3)™) for agy such well which
has beea lost or abandosed within sixty (60) days from the date the dnlling rig is removed
Srom the locaticn of the prior well. Any Substicute Well dnilled shall be drilled subject to the
same terms and conditans and to the same depth as provided for the well s0 lost or
abandooed. Any refereace in this agreemcnt to the Test Well shall be deernad @ be 2
reference to any well or wells, which may be drilled as a Substitute Well. In the evear tat
cither party elects w dnll a Substmuwe Well as provided Besein the other party must
participate in same, or forfeir to the parficipating party any inmerest which it would bave
otherwise camed by virtus of its participation in such Substitwe Well,

Contemporanecutly herewith, Arcington and Ooean shall have ectered into that cerain
Operating  Agroament attached bereto 2s Exhibit A (the “Operating Agreement”), cgveriog
the W2 of Secdan 25, T16S, RISE, Laa County, New Mexico (the “Conmact Area”).
Exlibit “A” to the Operating Agreement shall be complaed based apoa the resules of the
drillsite dtle opinioa being preparsd covering the W/2 of said Secdon 25.

Sabject to the terras and cocditicas (i) of this agreement, (i) cach Farmout Agreement acd
(i) the Joint Operating Agreemact, Ocean horchy assigns uat Asvingtan, aa uadivided
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turty perezat (30%4) of Oczan's rizht in and %0 cach Fanmoar Az=emczr. Ia the eveat that
auny Famowt Agreement ccamine a requirezent that the Fanror (as defined in suca Famout
Agreement) thersunder consent ' asy such assignment, Occan skall use 75 best ofnts 1o
obtaln such comsear provided hgwever that in the cvemt tax Oczan is unable to acquire
such Fanmot’s coaseat w assigo, tum Oczan shall assign addizional mterest(s) fom such
other of the Farmout Agreements as Ocen may elect in ts discretion such that the agaregare
of Artiagton’s right to eam rights under all Farmout Agrecmuents will entite Arting’on 1o an
assigneext of Ocag’s inwrest in e Ceamact Arex cqual o an ugdivided thirty percent
(30%), propordonazely reduced w Occan’s inteset in the Conmact Arsa. The terms and
candimions of this lemer agreement thall apply W any extersions or reacwals of sach Famout
Agreenent acquired by eithsr Artingtoa of Ocean within 180 days of the expiration of he
finmout agreement,

5. Asrington bas acquired proprctary 3D seimnic dam across certain lands, including, without
. limitxtion; T16S, R3SE, Lea County, Now Mexico () Sectica 23: E/2B/2; (ii) Sectica 24:
All thar Arringzon bas in the SW/4; (iii) Sxctios 25: W/2, WRE/Z; (iv) Section 26: ERE2;
(V) Secticn 35: NE/ANE/4; and (vi) Section 36: N/ZNW/4, NW/ANE/4 (such D seismic
daz, colloctively, the “Armiagon 3D Dar™). Arrington agrees (and represents to Ocean that
Arrington bas the right o so agres) that Ocean shall () bave aceess Lo the Asringuon 3D
Dans in Asringtan’s offices duting normal business hours, in order 1o work and foterpree the
Amibgton 3D Dara and (i) have access o and copies of, Arrington’s mtarprerations of the
Arringros 3D Dan (the Anringtoa 3D Dafs wogeher wird such interpremaiaas therect, the
“Amiogum Evaluation Mat:rial”).  Amington shall retain fall ownership rightss to the
Arrington 3D Data, and no ownership or licease to the Amingtoa 3D Dam shall be conveyed
™ Occan. Except as provided for in this Paragraph S, Armington makes no represenrations or
warranties 10 Oceaa (§) as to the Armington 3D Data (i) or in respect of Ocem's refianca
upon the Arungton Evaluation Materfal. Ocean shall keep the Auringron Evaluatoec
Mazenial confideatial; provided howsver, that such cbligaticn of corSdentiality shall not
apply to information which (i) was or becomes available © the public other than as a result
of a disclosure by Occan, (i) was or becomes available to Ocean on 2 pon-confidential basis
from a sourcs other than Arringoon, provided that such source is oot known by Oceas © be
bound by a confidendality agrweroent with Armington ot otherwise prohibited from
transmifting the informstion by a conmacual, legal or fiduciery obligxtion, () was within
Ocean’s possession prior o its being fummished by Arrington, (iv) is developed or derived
withont the aid, application or use of the Arringten Evaluation Material, (v) is disclosed
following reccipt of the wrirten coasent of Arrington t such disclasure being made, or (M) ts
disclosed pursuant to Paragraph € hereof.

6. In the eveat that Ocean is requested or requirsd (by ofal questions, interrogatories, Mquests
for informaton or documents, subpocua civil Imvestigative demand or other process) ©
disclose any of the Arington Evaluation Material, Ocean agrecs that it will provide
Arringron with prempt notice of any such request or reguircment (wiiten if practical) so that
Aminglen may seek an appropriare protective order or waive camplisnce with the provisioas
of this Agreemenr ¥, fiiling the eatry of a prowctive order or the receipt of a waiver
bereunder pricr w e tme such disclosure is required to be made, Oczan may disclose that
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pertica of the Armingwr Evaluaticn Mazrial which Ocman’s counsel advises that it is
compelled w0 discloss acd will exercise cmzomable =fortc to ovGm assurance that
coafidental Leatment will be accorded o thar porton of the Acriagton Evaluatica Material
whih s being discloged. Ammizgoon agrees thar Ocann shall have oo Labilry hescucder for
zﬂy disclosure of the Armingrea Evaluatics Matedal made in compliznce with this Paragraph

7. Ocma bas acquired proprictarv 3D seismic dan across camain lands, including, witbout
bmitton, T15S, R3SE, Lea County, New Mexico (i) Secnion 7: W72, W/INE/4, W/2SE/4,
SE/4SE/4; () Soction 17: W2NW/4, NW/4SW/4; and (1) Section 13: N2, N/2S/2 (such
3D scignmc daca, collectively, the "Ocan 3D Dara™). Qccan agress (and represeats to
Arrington that Ocexn bas the righr w so agree) thar Asrington shall (i) bave access to the
Ocean 3D Data in Oczan's offices during vermmal busigess hours, in order to work and
interpret the Oczan 3D Dan and (ii) have access W and copics of, Ocean's inzerprertioas of

. e Ocean 3D Dama (the Ocean 3D Data wgether with such interpretations thereof, the
“Oczan Evalnation Matetial”). Occaa shall retain fall ownership rights to the Gcsxn 3D
Data. and no ownership or licenss to the Ocean 3D Data shall be conveyed o Arnngton.
Except as provided for in this Paragraph 7, Ocean makes no represeatations or warrantes 0
Arringtos (i) as o the Ocean 3D Data (i) or in respect of Arington’s reliance upen the
Ocan Evaltaion Material.  Amington shall keep 1he Qcean Evaluaticn Material
confidential; provided however, that such obligstion of confidenrality shall not apply to sball
not apply o informatioa which () was of becomes availabk w the public other than as &
result of a disclosure by Asringtan, (i) was or becomes available to Arvington oo 2 non-
confideatial basis frem a source other than Ocean, provided that such source is not known by
Arminguon to be beund by a confidentiality agreemant with Ocean or otherwise prohibited
flrom wrassmitting the ipformarica by a contractual, legsl or Sduciary cbligation, (i) was
within Arringten’s passession prior o its beng farnished by Ocean, (iv) is doveloped ot
derived without the aid, application or use of the Ocean Evaluation Material (v) is disclosed
following receipt of the written coasent of Ocean to such disclosure being made, or (vi) is
disclased pursuant w Paragraph § hereof.

8. In the cvemx that Asrington is requeswd ot required (by oral questons, intaxogatories,
requests for mformarion or documents, subpoena civil investigative dercand or other process)
W disclose aay of the Cozan Evaluation Matedal, Asrington agrees that it will provide Ocean
with prompt notice of any such request of rcqum:n:.nt (wrizen if practical) so that Ocean
may seck an appropriate prowcive order or waive corpliance with the provisions of this
Agreement. If, failing the catry of a protective order or the ceceipt of 3 waiver hercunder
prior 10 the time such disclasure is required o be made, Armington may disclcse that pordea
of the Occaa Evaluation Material which Arrigtan’s counsel advises that it is campelled to
disclose and will excr=ise reasarable eforts to obtain assurance that coafidensdal weatment
will be accorded to thxt particn of the Ocean Evaluation Marerial which is beiag disclosed.
Ocean agrees that Asrington sball have no Lability hereusder for any disclosure of the Oczan
Evaluation Material made in comphaace with this Paragraph 8.

cewee e eaiae 2047020
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10.

of §

It i3 not the intemation of the pades © creatc a partaershp nor shall Wus agre=ment be
coostrued as creafing a2 mining or other partnership, joint vemmure, agency cclacnship or
cther assocation, or o reader the putiss habic as parmers, co-veamrss of princpals.
Unless provided for o the contrary in e Operatng Agrecrea, (3) the Lability of & partcs
shall be several not joint or collective ard (1) each party shall ke responsible aaly for its
obligations, and shall be Uable anly for its proporSanate shars of the cost, if any, © be
tacurred Berzunder. No party shall have acy lability hersuedar to third partiss to sagisfy the
default of any other party in the paymeat of agy expecss or cbligatica.

This Agreemeet aod all malers perwining herow, ncluding but nct limaed o, mat=rs of
pxformanes, ben-performance, Yreach, remedies, procedures, Tights, dutics and int=pretxtion ar
conswucticn, shall be governed and determiced by the law of te Stz of Toms. THE
PARTIES HEREBY CONSENT TO THE EXCLUSIVE VENUE OF THE PROFER
STATE OR FEDERAL COURT LOCATED IN MIDLAND COUNTY, TEXAS, AND

. HEREBY WAIVE ALL OTHXER VENUES.

11.

This Agreomen, the Exhibirs and Schedules herer a0d the Operating Agreemest set fork all
undersandings beween the parties respecting the subject matter of this transacsoa, and all prior
agreements, undorstandings and represeataticns, whether oral or wriw=, respecting this
transaction are merged into and superseded by this written agreement

12. This agreeoent shall be binding upon and shall ioure © te beoefit of the pardcs and deir

13.

14,

15.

respecive suceessers and permitted assigns and the terms horeof skall bo deamed 10 run with the
lards described berein.  If any traasfer is effected by a party purswant o the terms of this
agreexoent, or by amy of its successors or assigns, the taosEr will be made expressly subject
this agreanent, and the tansferor shall remain respensible for the obligations of the transferee
unt] the Tansferes expressly assumes in writng all of the edsting duties and obliganions of the
transferor,

This agrooent may not be alvered or amonded, nor aoy rights bercunder waived, exccpt by an
instrument, in writing, execured by the party ' be charged with sich amecdment or waiver. No
waiver of any other wrm, provision or candiion of this agrcoment, in any ces or wore ingtancss,
sball be deemed w be, or construcd as, a furtber or cootipuing waiver of any such term, other
provisica of condition of as a waiver of any other rm, provision or condition of tiis agreament.

EACH PARTY WAIVES, TO THE FULLEST EXTENT PERMITIED BY
APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO & TRIAL BY JURY WITH
RESPECT TO ANY SUIT, ACTION OR PROCEEDING RELATING TO THIS

AGREEMENT.

If any provisica of this agreernent is invalid, illegal or incapable of being exforced, all cther
provisions of this agreement shall severtteless ramain in ull force aad c3eer, so long as the

cconomic or legal substince of the maasactions contzmplared berzhy 18 nct affected in 2

mazenally adverss manner with respect W erther party.

cmrieanns s- w1 reinr 70/92/20
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Yours truly,

DAVID H. ARRINGTON OIL & GAS, INC.

W"/‘{{ ) '

Dawvid H. Acrington
President

DDArd

ACCEPTED AND AGREED THIS l’f}e\ Moyentber

DAY OF SeFBMBER, 2001

OCEAN 7¥ NC.

By: / / 0/

Tk Wood jQ‘I‘/\
Apaey-in-Fac

\N
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Schedule 1 1o that cerain Letter Agreement,
by and between Occan Baergy, Inc., a Louisiam corporaticn
and David H. Arring?on Oil & Gas, Inc.,
dated as of September 10, 2001

1. Farmout Agreement, dated as July 23, 2001, by ard botween Occan Energy, boc, a
Louisiana corporation, as Farmee, and Branex Rezourcss, Inc., as Farmor, as amezded by
that certain Letter Agreemant, dated as of August 14, 2001, amached hersto as Exhibits B-1
and B-2:

2. Farmcut Agreement, dated as July 23, 2001, by and between Oczan Encrgy, Inc, 2
Louisiama corporation, as Farmee, and Sttes, Inc. and B.B.L, Lad., as Fanmor, as amcaded
by that certain Letter Agreement, dated as of Angust 22, 2001, atrached hereto as Exdubits
C-1 and C-2;

3. Fanoout Agroement, dated as July 23, 200L, by and berween Ocean Energy, Inc., 2

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

- thar certain Letter Agroament, dared as of August 135, 2001, atrached hereto as Exhibit D-1
and D-2;

4, Fammout Agreement, dated as July 23, 2001, by and between Ocean Epergy, Inc, 2
Louisiana corparaticn, as Farmee, and Slash Four Enterprises, Inc., as Farror, a5 amended
by that certain Letter Agreement, dated as of Angust 15, 2001, attached bereto as Exbibit D-
1 and D-2; :

5. Fammout Agreemecut, dated as July 23, 2001, by and between Occan Encrgy, Inc, a
Louisiana corporation, as Fanmee, and Pabo Oil & Gas, as Farmor, as amended by that
cermin Leticr Agreement, dated as of August 1S, 2001, amtached herew as Exhibit D-1 and
D-2;

6. Farmout Agreement, datzd as July 23, 2€01, by agd between Ocean Epergy, Inc, 2
Louisiana corporation, as Famee, and Pbelps White, I, as Faomor, arached bereto as
Exhibit E;

7. Fanmout Agreement, dated as July 23, 2001, by and betwecn Ocean Energy, Ioc, a
Louisiana corporation, as Farmes, and David R, Ganmaway, as Farmor, sttached bereo as
Exhibiz F; and

8. Famout Azreement, dated as July 23, 2001, by and between Ocean Energy, Inc. a men&
corperation, as Farmee, and ICA Enctgy, Inc., as Farmor, as amended by that certam Letrer
Agreeme, dated as of August 15, 2001, aached hercto as Exhibit G-1 and G-2.
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214 West Teas DAVID H. ARRINGTON OIL & GAS, INC.  Phobne! (915) 6826385
Suite 400, (Zip 79701) Fax: (915) 6324139
P.O Fox 2071 ’

Midlaad, Teas 79702

Scpramber 10, 2001

Mr. Derald Magncy
Ocean Baergy, Inc.
100] Fanmn, Surte 1600

Houstan, TX 77992

"Re: Assignment Of Righrs In And To Certain Farmout Agreements Cocceming The
SW/4 Of Section 25, T16S, R35E. Lea County, New Mexico
Sauth Payday “25™ Prospect ’

Geatlemen:

When executed By the parties horero, this lener agreement (this "Agreement”) shall set forth the
agreement between Ooean Eacrgy, Ine. 2 Lowsiana corporstien (*'Oczan™) and David H. Asrisgten
01l & Gas, Inc. (“Aminglon™) concoming the assignment of thirty peresnt (30%) of Ocean’s right in
and to thoss certain farmout agreements covering the SW/4 af Section 25, T16S, R35E, Lea County,
New Mexico, more particularty described on Schedule | bereto (suck agrecroent, as may be
amended, supplamented, restated or otherwise modifisd Srom tirme © ime, a “Fammout Agreement”,
ard collectively, the “Farmowt Agreements™). For good and valngdbls consideration, the sufficiency
of which is bereby acknowledgsd, the pardes do hereby agres as follows:

1. Oun or before July 1, 2002, but not cadier than Jamuary 10, 2002, tm= being of the esscace,
Arrington skall commmee actual dalling of 2 test well (the “Test Well™) to be locared in the
NW/4 of Section 25, T165, R3SE, Lea County, New Mzxico, referred ta as the Triple
Haclde Dragon 25 #1 Well, and shall thereafter prosecute drilling of the Test Well w
penctrate sod tegt the lower Mississippian Lime fonmation (as hereitafter defined) orw a
depth of approximately thirteen thousand two hundred feet (13,200°), whichever is the lesser
depth (the “Coutraet Depth™) and shall corapleto the Test Well as capable of producing ail
md/ocps mya.ymgq\nmm:sorngmdabandm:bcm Occan shall pardcipaze m the
drilling of this Test Well for its proporticaate share.  The Lower Mississippian Lime '
formation is definad gs that cermwin gas aod coadensate bearing zoac cocounterad ar the
stratigraphic equivalent depth of twelve thousaad four hundred and four feet (12,4047, as
shown on that cortain corppeasaed prutron three detecwr density log tmeasuranent in the
Mxyldy “14™ Statz Com # 1 Wcll, located m Sectica 14, Township 16 South, Raage 35 East,
Lea County, New Mcoxico.

ARRINGTON OIL & GAS, INC.
BEFORE THE COMMISSION

NMOCD CASE NO. 12731 & 12744
DATE: 03/26/02

EXHIBIT NO.

n n;\ A
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In the evemt that the drilling ttle opiriog resdered bv a law Erm lcensed T do Susiness iz the
State of New Moxico shall cormin ttle requiraments sach taat Amisgon or Ce=an as a
reascoable and prud=t cperator is urable © commence drilling operations an the Tast Well
prior w July 1, 2002, Ammingren ar Ocean shall no latse thae Jacoacy S, 2002, imtate fores
poaling proczeding for a 320 acre umit comprised of the Wr2 of Secticn 25, T1€S, R3SE,
Lea Coanty, New Mexies. Auringien or Qesan shall diligesty and expeditiously pocl sach
lands in order w0 cure such ttle requirsments so thac the Tt Well may be drilled prics o
Tuly 1, 2002,

Should Asrringeen o Oczaa fail w succsssfully cure such dde dfects through foree poclng
procoeding or otherwizz and fai] to umely commence drilling opesations an the Tzst Well by
July 1, 2002, then Ocecan thall have the right, but nct the obligation, w become the
designated Operator under the Operating Agreement for the drilling of the Test Well threugh

. the point of first preduction: subsequemsly, Ocean shall relmguish opesaticns under said Test
Well to Amington, acd Asrington shall be the designared Operator under the Operating
Agreement.  Notwithstanding anything ccntained in this Agroemen to the cortrary Ocean
sball not be obligared w participare in the dnlling of the Test Well for a shars of costs
grearer than thirty-five perosx (359%) and Ocean is satisSed i its sole discretica tat the
remmainder of the costs for the Test Well will be paid, ¢ifher by Arrington or another third
party with title % the leaschold intarest in the lands costained withio the pooling order issued
by the New Mexico Oil Conscrvation Divisicn.

In the event amy well is lost for any reason prior o being dnlled to Cantract Depth or
Ammoglon bas cacouatered, during the drilling of any well, mechanical difbaulty or 2
formation or copdition which would render further drilling impracticable or impossible,
Arrington may plug ard abazdan that well and may continue its rights ueder this agreement
by commoncing & subsGtute weil (or wells) ("Substityre Well(3)™) for agy such well which
has been lost or abandoned within sixty (60) days from the date the drlling rig is femoved
from the location of the prior well, Any Substiaste Well dnlled shall be drilled subject to the
same terms acnd coeditions and to the same depth as provided for the well sa lost or
abandoced.  Any refereace in this agreemxmt o the Test Well shall be decmed © be a
reference to any well ar wells, which may be drilled as a Substirute Well. In the evear dhat
cither pasty elects w dnll & Subsdrute Well as provided detein, the odher party must
partcipate in same, or forfeif W the participaling party amy imrrest which it would have
atherwrise carmed by virtus of its participation in such Substitawe Well,

Contemporanecusly herewith, Arrington and Ocezn skall have entered ints that cenain
Opcrating Agrocment attached bereso as Exbibit A (the “Operating Agreement™), covening
the W/2 of Secdan 25, T16S. R3SE, La County, New Mexico (the *Contracs Ars=a™).
Exlubit “A” o the Operating Agreament shall be completed based apoa the resulbts of the
dnlisite €tle opinion being preparsd covering the W/2 af 3aid Secdoa 25.

Sabjoct o the torras and cocditicas (i) of this agreement, () cach Farmout Agreement ard
(15} the Jolnr Operating Agreemoat, Ocesn boreby assigns uate Asriogtan, an uodivnded
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thirty perceat (3034) «f Ocsan's tight w 2ad 0 @ch Fanroat Az—emens. In the cveal B
auy Famout Agreemest ceanine a requirement bt tie Fanmor (as defined in suca Farmout
Agrzement) thertunder consear o acy such aspignment, Ocran shall use 1ts best £ ©
obuain such cousent; grovided howwver it in the cwent thar Ocean is unabiz to icqure
such FamoC's ccaseqt o assign. twen Oczan shall assign addizonal mterest(s) fom tuch
other of the Farmout Agreerents as Ocean may elest in ft3 discreten such that the aggrezate
of Armingten’s nght to eam rights uander all Farmout Agresments will extrte Auring'as ™ an
assiznment of Oczan’s inwgest o the Cogmact Area equal o an ugdivided thirty percent
(30%), proporticmately reducsd o Occan's imtzret in the Conmact Arsa.  The terms and
candifions of this letrer agreement shall apply t 30y extensions or reacwals of sach Famcut
Agreement acquired by either Arrington or Oczan within 130 doys of the expiraton of the
fannout agreement,

5. Asrington bay acquired proprictary 3D sasnic dana across certain lands, including, without
. bmiration; T16S, R3ISE, Lex County, New Mexico (i) Section 237 B/ZE/Z; (1) Sectica Z&
All thar Arringzon bas in the SW/4; (i) Secfion 25: W72, WI2E/2; (iv) Sectioa 26: ERE2,
(v) Secticn 35: NE/ANE/4; and (vi) Section 36: N/ZNW/4, NW/4NE/4 (such 3D scismic
darz, colloctiwely, the “Asringion 3D Dara™). Arxington agrees (and roprosants to Ocean that
Arricgton has the right @ 10 agres) that Occan shall () bave access to the Armingwu 3D
Dan in Arringtan’s offices dudng norroal business hours, in ocder to work and interpres the
Agringtoa 3D Data and (i) have access 1o and copies of, Arrington’s intarprections of te
Arringwa 3D Data (the Arrington 3D Data wogeher wird such ipteypreadaoas therect, the
“Amrioguwn Evaluation Marerial”).  Amington shall retain &J1 owrership rightss to the
Arrington 3D Dama, and no ownership or liczase o the Ardngton 3D Dan shall be coovey=d
o Occan Except as provided for in this Paragraph S, Ammingtan makes 8o represennations of
warranties © Oczaa (1) as to the Arringtan 3D Dama (i) or in respect of Ocean’s reliancs
upan the Armngton Evaluation Materfal. Ocear shall keep the Arringtoa Evaluadan
Mazertal confideatial; provided howsver, that such abligaden of corfideatiality shall oot
apply to information which (i) was or becomes available o e public other than as a result
of a disclosurs by Qcaan, (i) was or becomes availahle © Occsn on 2 non-corfidential basts
from a sourcs othier than Asrington, provided that such source is oot known by Ocean w be
bound by a confidentafity agreernent with Arrington ot otherwise prohmtiwd from
transmitting the information by 2 conmacmual, legal or fiduciary obligstion, (i) was within
Ocean’s possession prior w its being furnmshed by Arxington, (iv) is developed or derived
withoat the aid, application or use of the Arrington Evaluation Material, (v) is disclosed
fellowing reccipt of the wrinten coasernt of Amington o such disclesuze being made, or (M) is
disclosed pumuant o Paragrapk 6 hereof.

§. Inthe cvanthar QOcean is requested or requirsd (by ofal questions, imrrrrogatornies, requests
for inforration or documents, subpocoa civil Investigative demand or other process) ©
disclose any of the Amringwn Evaluation Material, Oczan agrecs that ic will provide
Arringron with prempt notice of any such request or reguircment (wrinzn if practial) so that
Arringlen may seek an approgriare protective order or walve campliance with the provisioas
of this Agreemens. K, failing the extry of a protective order or the receipt of 2 warver
bercunder pricr W the time such disclosure is required to be made, Oczan may disclose that
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porticn of the Asringon Evaluaticn Maxrial which Occan’s coursel advises that it is
compelled w0 disclass and will exercise mmsccable =f%orts W obCun assuranes thas
coafidential treatmeat will be accorded x that parton af the Arringwon Evaluatica Material
which is being disclosed. Arrizgioa agrees thaz Ocann shall have zo labiliy hescucder for
any disclosure of the Arrinzma Evaluarica Material made in compliznes with his Paragmaph
6.

Oczan bas acquired proprictarv 3D seismic dany across camin laods, including, witkcur
Louadon, T15S, R35E, La County, New Mexico (i) Section 7: W/2, W/2NE/4, W/2SE/4,
SE/4SE/4; (i) Secton 17: W2NW/4, NW/4SW/4; and (ii) Section 13: N/2, N25/2 (such
3D scsmic data, collectively, the “Occan 3D Data™). Oucan agress (and represcats to
Arrington that Ocexn bas the Tight ™ 50 agree) thar Arrington shall (i) bave acemzs To the
Ocean 3D Data tn Ocean's offices during sermmal Yusiaess bours, i order to work and
intespret the Oczan 3D Dan and (i) have aceess w0 and copics of. Ocean’s wrerprzatioas of
the Occan 3D Dama (the Oczan 3D Data wgether with such interpretations thereof, the

" “Ocean Evaluation Marerial”). Oeccan shall retain full ownership rghts ©o the Oc=an 3D

Data. and no ownership or licenss to the Ocean 3D Data shall be conveyed 1o Armngten.
Except as provided for in this Paragraph 7, Ocean makes no represeatations or warrantiss o
Arringtos (i) as o the Ocean 3D Data (i) or in respect of Amington’s reliance upen the
Cceaan Evaluation Material. Ammington shall keep tbe Octan Evaluancn Matenal
coufidenmial; provided however, thar such obligstion of confidensiality shall net apply to sball
nok apply to informarion which (i) was or becomes availabk w the public other than as a
result of a disclosure by Arriogton, (i) was of becomes available 0 Aming?cn oq 2 non-
confideatial basis from 2 source other than Ocean, provided that such source is not known by
Armingwon to be bound by a confidentiality agresment with Ocean or otherwise prchibived
from traasmirtng the information by & conractual, legal or fiduciary cbligation, (if) was
within Arringten’s possession prior 0 its being farnished by Occan, (v) is developed or
denived without the aid. application or use of the Ocsan Evaluation Matzdal (v) is disclosed
following recaipr of the written coasent of Ocean to such disclosure being rmade, or (Vi) is
disclased pursiant w Paragragh § hereof

In the cvenr that Amington is requesmd ot required (by oval quesdons, inarogucries,
requests for mformarnion ar documents, subpoena civil investigative dercand or otber precess)
W disclose aqy of the Occan Evaluarion Matedal, Arnington agrees that it will provide Ocean
with prompt notice of any such request or requirement (written if practical) so that Ocean
may sezk an appropriate proecrve order or waive corspliance with the provisions of this
Agreement. If failing the entry of a protective order or the ceceipt of 3 warver herzunder
prior 10 the fime such disclasure is required to be made, Armington my disclese %t porden
of the Occaa Evaluation Marteral which Amiogton’s counsel advises that it is campelled ta
disclose and will exercise rmasarable eForts to obtam assurance that coafidendal weatment
will be accorded to thar porticn of the Geean Evaluation Macerial which is being disclosed.
Ocean agrees that Arrington shall have no bability hercucder for any disclosuse of the Oczan
Evaluation Mazerial made in complance with this Paragraph 8.

0797720
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10.

It i3 not the intzation of the paties © crealc a Paroeip, nor skl dus agresmwent be
coostrued as creafing a mining of other partiership, joint vemmure, ageacy elazienship or
other asvociation. or o rrader the partss labke a3 parmers, co-vemmrers of princpals.
Unless provided for o the contrary in the Operatng Agreereo, (3) the Uability of te pardes
shall be several, ot joint or collecive and (1) each party shall te responsible anly for 1ts
obligaticns, and shall be Lable anly for its propordarate shars of the costs, if any, 0 be
tncurred Bereunder. No party shall have agy Lability heroundsr to third pastizs t satisfy the
default of any otber party in the paymest of acy expesc or obligatico.

This Agmezeer aad all maners peraming bercw, ncludmg, but nct limited o, mattsrs of

pecfoTmance, nen-performarncs, breach, remedics, procedures, tights, dtics and intmprestion ar
consguctcn, shall be governed and determdced by the law of the Stax of Toms. THE
FARTIES HEREBY CONSENT TO THE EXCLUSIVE VENUE OF THE PROFER
STATE OR FXDERAL COURT LOCATED IN MIDLAND COUNTY, TEXAS, AND

. HEREBY WAIVE ALL OTHER VENUES.

1L

13.

14,

1s.

This Agreomext, the Exhibits and Schedides beseno and the Operating Agreemest sex forh all
understandings beaween the parties respecting the subject matter of this transacsoq, and all prior
wwwm@mw,mm«mrwm
trapsaction are merged into and superseded by this wiitten agreenent

. This agreament shall be binding upoe and shall toure o e benefit of the partcs and their

respectve suceessery and permitted assigns and the wrms harsof <hall be deaned 10 run with the
lands described herein.  If any transfer is effoced by a panty pursuant © the tarms of this
agreement, ot by aoy of its successers or asSzs, the Taoskr will be made opresly subject w
this agreement, and U wRusieror shall remain respeasible for the obligatons of the taasteme
unti] the Tansferes oxpressly assumes o writing all of the existing duties and obliganions of the
tansferor,

This agromest may ook be altered or amandad, nor aoy rights becounder waived, exoccpt by an
insTument, in Writing, exacured by the party w be charged with sich amezdmenz o waiver. No
waiver of any gtber term, provision or canditon of this agreoment, in 20y oce OF mOre inANCSS,
shall be deemed @ be, or construcd as, a further or coatinuisg warver of aay such tevm, other
provision of condtiom of as a warver of any otier term, provision or conditien of this agreament.

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

AGREEMENT,

If any provision of this agreeruent is invalid, ilcgal or incapable of being axforced, all other
provisicas of this agreement shall scvertbeless remain in fill foree and edeer, so loog 3s the

cconomic or legal substunce of the Tassctions comtemplared hereby is net affected in 2

marerially adverss maaner with respect w erher party.

AmmLwsanc2Y TV 0T
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Yours cruly,

DAVID H. ARRINGTON OILL & GAS, INC.

i e

David H. Acrington
President

DDArd

ACCEPTED AND AGREED THIS __ | f{:‘w\ DAY OFMr

/4,
e ™
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Schedule | 1o that cerrain Legter Agreemant,
by and bevaeen Occan Eaergy, Inc., a Louisiam corporaticn
and David H Arningwon Od & Gas, Inc,
dated as of September 10, 2001

L Fm Agresment, dated a3 July 23, 2001, by and botween Occan Eaagy, ke, a
l'.ouisum: corporation, as Farmee, and Braasx Retources, Jnc, as Fammor, as amezded by
that certain Letter Agreement, dated as of Augest 14, 2001, armached her=io as Exhibits B-1
and B-2;

2. Farmout Agreeuenr, dated as July 23, 2001, by and betwees Ocman Encgy, Ioc, 2
Louisiama corporation, as Farmee, and Sates, Inc. and BB L, Lad., as Farmor, as ameaded
by that certain Letier Agreement, dared as of August 22, 2001, amached hercto as Extudits
C-1 and C-2;

3. Fanuout Agrecment, dated as July 23, 2001, by and beoween Ocean Eoagy, Inc, a

Louisiana corporation, as Farmoc, and Judith White, Trustee!, as Farmor, as amended by

- thar certain Lewer Agroament, dated as of August 15, 200), attached bereto as Exhibit D-1
and D-2;

4. Fammout Agreement, dated as July 23, 2001, by and between Ocman Foergy, Inc, a
Louisiana corporation, as Farmee, and Slash Four Enterprises, Inc., as Farroor, as amended
by that certain Letter Agreement, dated as of Angust 15, 2001, attached hereto as Exhibit D-
1and D-2; ‘

5. Fammout Agreemcut, dated as July 23, 2001, by and between Ocean Enagy, Inc, a
Louisiana corporatian, 2s Fammee, and Pabo Oil & Gas, as Farmor, as amended by thar
carmin Letier Agrommant, dated a5 of August 15, 2001, amached herew as Exhibit D-1 and
D-2;

6. Farmout Agreement, datzd as July 23, 2001, by and between Ocean Enerzy, Inc, a
Louisiana corparatian, as Farmee, and Pbelps White, I, as Faomor, attached berelo as
Exhibit E;

7. Fammout Agreement, dated as July 23, 2001, by and betwees Ocean Energy, Inc, 2
Louisiana corporation, as Fanmee, and David R, Gannaway, as Farmor, sttached bersto as
Exdobir F; and

8. Farmout Agrecment, dated as July 23, 200, by and between Ocean Encrgy, Inc. a Louisiana
corparation, as Farmee, and ICA Encrgy, Inc., as Farmor, as amended by that cermam Leaer
Agreemant, dxted s of Augnst 15, 2001, atached hereto as Exchibit G-] and G-2.

----- sastar vvI eciqT 20/92/20



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.

‘\
PH!LijEV\)EF}/\ RN
PO Box 298

Roswell, New Mexico 88202-0298
(60b) 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, Ill, 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 Oi} 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. Butllock, 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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