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214 Wen Texas DAVID H. ARRINGTON OIL & GAS, I N C Phone: (515) 632-̂ 685 
Suae *00, (Zip 7?7Ql) Fax; ( 915) 6J2-U39 
P.O. Box 2071 
Midland, Texas 73702 

September 10, 2001 

Mr. Derold Maocy 
Ocean Energy, Inc. 
1001 Fannin, Suite 1600 
Houston, TX 77992 

Re: Assignment Of Rights Io And To Certain Farmout Agreements Concerning The 
SW/4 Of Section 25. T16S. R35E, LOL County, New Mexico 
South Payday "25"* Prospect 

Gentlemen; 

When executed by the parties hereto, this letter agreement (this "Agreement'") chill set fcrth tbe 
agreement between Ocean. Energy, Inc. a Louisiana corporation (''Ocean") and David H. Arriflgtcn 
Oil Sc Gas, loc. ("Arxington") cencerniaj the assignment of thirty percent (30%) of Ocean's right in 
and to thora certain farmout agreements covering the SW/4 of Section 25, TLfiS. R35E, Lea County, 
New Mexico, more pamcalarry described on Schedule 1 hereto (such agreement, as nay be 
amended, supplemented, rcstalrd or otherwise modified from time tD time, a "Faanout Ag reorient**, 
acd coUectrvely. tfaa "Farmout Agrcemcncs"). For good and valuable consideration, the sufficiency 
of which, is hereby aclcaowladgsd, tbe partita do hereby agree as fiallovis: 

1. On or before July 1, 2002, but not rariirr than January 10, 2002, time being of the essence, 
Arringlon shall commence actual drilling of a test well (the 'Test Well") to be located in the 
NW/4 of Section 25, T16S, R35E, Lea County, New Mexico, referred to as the Triple 
Hackie Dragon 25 #1 Well, and shaD thereafter prosecute drilling of the Test Well to 
penetrate and test the lower Mississippian time formation (as hereinafter defined) or to a 
depth of approximately thirteen thousand two hundred feet (13,200'), whichever is die lesser 
depth (tho^Contraet Depth") and shall ccropleta the Test Well as capable of producing oil 
and/or &xs in paying quantifies or plug arid abandon tie same. Ocean shall participate in tie 
drilling of this Test Well for its proportionate share. The La wtr Mississippian Lime 
fbnnatxxt is ^•ffnnr' as that certain gas and condensate bearing zone encountered az tbe 
stratigraphic equivalent depth of twelve thousand four hundred and four feet (12,404*), as 
shown oo that acroin cotapcasansd aratroa three detector density log measurement in the 
Mayfly "14** State Com # 1 Well, located in Section 14, Tcrwnsnip 16 South. Xaogc 35 East, 
Lea County, New Mexico. 

ARRINGTON OIL & GAS, INC. 
BEFORE THE COMMISSION 
NMOCD CASE NO. 12731 & 12744 M /> 
DATE: 03/26/02 ' 1} 
E X H I B I T NO. | 

VVJ nc:0T ? 0 / 9 Z / ' c 
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Mr. Derold Maney 
Ocean Energy. Inc. 
September 10. 2001 
Page 2 of fi 

In the event that (he driling ode opiaica rendered by a a » £nn licensed :o do business Lc the 
State of New Mexico 3iull conoia title requiremats such that Amog*.on or Cceoa is a 
reasonable ami prudent operator Lj uxabie ic cofaanence drilling operations an the Test Well 
prior to July 1. 2C02, Axringrcn or Ocean <*-?<l no latir than January 5. 2002. truoatc force 
pooling proceeding for a 320 j e t unit ccniprtsed of the W/2 of Section 25, T16S, R35E, 
Lea Coonty, New Mexico. Arrlagtcai or Ocean shall diligently and expeditiously pod such 
lands in order co care such title rcqukr^rents so that the Test Well may bo drilled prior to 
July L, 2002. 

Should Arriagtcn or Ocean fail to rucccssruJly cure such title defects through force pooling 
proceeding or otherwise 2nd fail to taruly commence drilling operations on Ihe Test Well by 
July I , 2002, then. Ocean shall have the right, but not die obligation, to become the 
desTgratrti Operator under die Operating Agreement for the drill ing of the Test WeJJ through 

_ the point of first production; subsequently, Ocean shall relinquish operations under said Test 
Well to Amngton, and Arringtoo shall be the <±-','rparsuj Operator ""Arr the Operating 
Agreemenl. Notwithstanding anything ccnf.iir.ed in this Agreement to the contrary Ocean 
shall not be obligated to participant in the drifting of the Test Well for a share of costs 
greater than Thirty-five percent (35%) and Ocean is satisfied in its sole discretion that the 
remainder of the costs for the Test Well will be paid, cither by Arrington. or another third 
party whh tide Co the leasehold Interest in the lands contained within tie pooling order issued 
by the New Mexico Oil Conservation Division. 

2. in the event any well is lost fbr any reason prior to being dnJJed to Contract Depth or 
Arlington bas encountered, during the drilling of any well, mechanical difficulty or a 
fbrrnatioo. or condition which would render further drilSng impracticable or impossible, 
Arlington, may plug and abandon that well and may continue its rights under this agreement 
by commencing a substitute well (or wells) ("Sabstrtute Wellf3)"1 fbr any such well which 
has been lost or abandoned within sixty (60) days from the date the drilling rig is removed 
from the location of the prior well. Any Substitute "Well dolled <fr?H be drilled subject to the 
came terms and co edit; cms and to the same depth as provided for the well so lost or 
abandoned. Any reference in this agreement to the Test Well shall be deemed to be a 
reference to any well or wells, which may be drilled as a Substitute Well. In the event ifrar 
cither party elects to drill a. Substitute Well as provided her tin, the other parry must 
participate in same, or forfeit to the participating party any interest which it would have 
otherwise earned by virtue of hs participation m such Substitute Well. 

3. Contonporaiecuary herewith, Arriagton and Ocean shall have entered into that certain 
Operating Agreement attached hereto as Exhibit A (the "Operating Agreement''), covering 
the W/2 of Section 25. T16S. R35E, Lea County, New Mexico (the "Contract Area"). 
Exhibit "A" to the Operating Agroercrnr shall be completed based upon the results of the 
drillsite title opinion being prepared coericg the W/2 of aaid Secuon 25. 

4. Subject to the terms ajvd cocdirioas (I) o f this agjecroeae, (ii) each Farmout Agreement and 
(iu) the Joint Operating Agroeraooc, Ocean hereby assigns unto Arricgton, an undivided 
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MJ!. Derold Maaey 
Ocean Huergy. Inc 
S^jra^nbc 10, 2001 
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thirty percent (30%) cf Ocean's right in and to each Farmoat Agrterr.cn:. In the event thai 
auy Fannotn Ajrocnent ccarair^ a roquircedent tha: the Fanner (as de£ned ia juch Furmout 
Agreement) tfc*̂ *eunder car.va: » any such assignment. Ocean shall use its best efibns to 
obtain such, consent; pro varied frc^-tr/Tr, that in the event that Ocean is unable to acquire 
such Farmer's ccuscat co assign, th<=\ Ocean shall assigi *ddirictul interest^,) frcirv iuch 
Other of the Farmcut Agreements as Ocexa may elest ia its diicredoa such that the aggTijars 
of Arrington's right to earn rights under all Fanuouc Agreetnerus will entitie Arrington to aa 
assigniEccc of Ocean's interest in the Ccntracx Area equal to an undivided thirty" percent 
(30%), proportionately reduced to Ocean's interest in the Ccnrract Area. The terns and 
condinons of thia lertEr agreement jhall appfv to any extensions or renewals of each Fannout 
Agreement acquirwl by either Arrington or Ocean within I &0 days of the expiration of the 
farmout agreement 

5. Amagton has acquired proprietary 3D teisnic data across certain lands, including, without 
. limitation; T16S, RJ5S, Lea County, Nc* Mexico (i) Section. 23: E/2E/2; (ii) Section 24: 

AH that Arrington bas in the SW/4; (ui) Section 25: W/2, W/2E/2; (iv) Section 26: EV2E/2; 
(v) Section 35: NE/4NE/4; and (vi) Section 36: N/ZNW/4. NW/4NE/4 (such 3D seismic 
data, collectively, the "Arringtoo 3D Data"). Arrington agrees (and icprcsoots to Ocean that 
Arrington has the right to so agree) that Ocean shall (J) have access to the Arrington 3D 
Data in Arrington's offices during normal business hours, in ocder to work and interpret the 
Arrington 3D Data and (ii) have access TO and copies of, Arrington's interpretations of the 
Arrington 3D Data (the Arrington 3D Data together wi r l such intoprerarions thereof, the 
"Arringwn Evaluation Material"). Arrington shall retain fhll owriership rights to the 
Arrington 3D Dcta, and no ownership or license to the Arlington 3D Data shall be conveyed 
to Ocean. Except as provided fbr in this Paragraph 5, Arrihgtcai makes no representations or 
warranties to Ocean (i) as tn the Arrington 3D Data (ii) or in respect of Ocean's reliance 
upon the Arrington Evaluation Material. Ocean sb^l fr~p the Arrington Evaluation 
Material confidential; provided however, ?har such obligation of confidentiality shall not 
apply to information which (i) was or becomes available to the public other than as a result 
of a disclosure by Ocean, (ti) was or becomes available to Ocean on a non-confidential basis 
from a source other than Arlington, provided that such source is not known by Ocean to be 
bound by a confidentiality agreeirjent with Arrington ot otherwise prohibited from 
Transmitting the information, by a contractual, legal or fiduciary ooufftttoo, (iii) was within 
Ocean's possession prior to its being furnished by Arringtoo, (iv) is developed or derived 
without the aid, appLicarioa. or use of the Ajrinjrtcn. Evaluation Material, (v) is disclosed 
following receipt ofthe written consent of Arlington, to such, disclosure being made, or (vi) Ls 
disclosed pursuant to Paragraph 6 hereof 

6. In the event that Ocean is requested or required (by oral duesrioos, interrogatories, requests 
for lxifbrrrranon or documents, subpoena civil irrv-cytigaove Arm\rvt or Other process) CO 
disclose any of the Arrington Evaluation Material, Ocean agrees that it will provide 
Arrjujocu with prcmpt notice of any such request or rca^iircrncnt (written i f practical) so that 
Arrington may seek aa ap-proprare protective order or waive compliance with the provisioas 
of this Agreement. If, fuitrig the entry of a protective order or the receipt of a waiver 
hereunder pricr so the rime such disclosure is required to be made, Ocean may disclose thai 

* c : rj T 
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pectioa of the Arrington Evaluation N£i2;rial which. Ocean's counsel advises that it is 
corapeiicd to disclose and will exercise rdscmolc c5brts to obtain assurance that 
caofidcntial treatment will be acccnied so that pardon of the Arringtoo Evaluation Material 
which is being disclosed. ArricgCoo. agrees that Ocean shall have no liability hereunder for 
any disclosure ofthe Amngton Evihiarica Material made in compliance with thia Paragraph 
6 ' 

7. Ocean has acquired proprietarv 3D seismic dara across certain lands, including, without 
limitation, T15S, R35E, Lea. County. New Mexico (i) Section 7: W/2, W/2XE/4, W72SE/4, 
SE/'4SE74; (ii) Section 17: NW/4SW74; and (Iii) Sec-Jon IS: )«2S/2 (such 
3D seismic data, coCccrively, the "Ocean 3D Data"). Ocean agrees (aad represents to 
Arringtoa that Ocean has the right to so agree) char Arrington shali (i) have access to the 
Ocean 3D Data in Ocean's offices during correal business hours, in order to work aad 
interpret the Ocean 3D Dara and (ii) have access to and copies of. Ocean's inter?retatioas of 
the Ocean 3D Data, (the Ocean. 3D Data together with such interpretations thereof, the 
"Ocean Evaluation Material"). Ocean shall retain full ownership rights to the Ocean 3D 
Data, and no ownership or license to the Ocean 3D Data shall be conveyed to Amngtoo. 
Except as provided fbr in this paragraph 7, Ocean makes no representations or warranties to 
Arrington (i) as to the Ocean SD Data (il) or in respect of Arrington's reliance upon the 
Ocean. Evalutarioa Material. Arrington koop the Ocean Evaluation Material 
confidential; provided however, rfry-ir such obligation of coi^denrialhy shall not apply to shall 
not apply to informarion which (i) was or becomes available to the public other than as a 
result of a disclosure by Arlington, (ii) was or becomes available to Arrington oo a non-
ccc£deanal basis from a source other than Ocean, provided that such, source is not known by 
Arringtoa ta be bound by a confidentiality agreement with Ocean or otherwise prohibited 
from transmitting: the informarion by a oontractnal, legal or fiduciary obligation, (in) was 
within Arrington's possession prior to its being fjrniahad by Ocean, Gv) » developed or 
derived without the aid. application or use of the Ocean Evaluation Material, (v) is disclosed 
following receipt of the written consent of Ocean to such disclosure being made, or (vi) is 
Hi'a-'.osBd pursuant to Paragraph S heraof. 

8. In the event that Arrington is requested or required (by oral questions, inxcrrogaiories, 
requests for ixifcrmariaa cr dcaraicnts, subpoena civil investigative demand or other process) 
to disclose any ofthe Ocean Evaluation Material, Arringtoo agrees mat it will provide Ocean 
with prompt notice of any such request or requirement (written i f practical) so that Ocean 
may seek an appropriate protective order or waive compliance with the provisions of this 
Agreement. If, failing the entry of a protective order or the receipt of * warvar hereunder 
prior to the Time such disclosure is required to be made, Arririgfcsa may disclose oat pornca 
of the Ocean Evaluation Material which Arlington's counsel advises that it is compelled to 
disclose and will exercise reasonable efforts to obtain assurance that confidential treatment 
will be accorded to th-tt pcuricn of tbe Gceaa Evaluation Material which is being disclosed. 
Ocean agrees that Arlington •frn'tt have no liability hereunder fbr any disclosure ofthe Ocean 
Evaluation Maxcrial made in ccmpKaace with this Paragraph 3. 
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Mr. DereU Maney 
Ocean Energy, Inc. 
September 10,2001 
Page 5 of 5 

9. Ic 23 not The Intention of the parties to create a partnership, nor shall this agreement be 
construed as creating a mining cr ocher partnership, joint vesture, agency relationship or 
ether association, or to rcacicr tho pircies uab/c a< partners, co-vectarers or principals. 
Ualzss provided fbr to the ccntrary in the Operating Agreement, (i) the h'ability of the parties 
shall be several, not joint or collective and (ii) each party shall be responsible only for its 
obligations, and shall be Liable only for h i proportionate share <x£ the cost;, i£ any, to be 
ujeurred hereunder. Ko parry shall have any liability hereunder to third parties to satisfy The 
default of any other party in the payment of any expense or obligation. 

10. This Agreemeex and all maoers pertaining hereto, mchidiag, but net l i t r " ^ to, matters ot* 
pq&nuanrr, ncj^jerfonnanca, breach, remedies, procedures, tights, duties and interpretation or 
constructicn, shall be governed and aVserrrancd by Che lxw ot the State of Texas. THE 
PARTIES HEREBY CONSENT TO THE EXCLUSIVE VENUE OF THE PROPER 
STATE OR "FEDERAL COURT LOCATED I N MIDLAND COUNTY, TEXAS, AND 

. HERESY "WAIVE A L L OTHER VENUES. 

11. This Agreement, the Exhibits and Schedules hereto and ±* Operating Agreement set fbrf i aQ 
understandings berweca the parries respecting the subject matter of this transaction, and all prior 
agreements, understandings aod represrnfan'cns. whether oral or written, respecting this 
transaenca are merged into aod superseded by this written agsecmcoc 

12. This agxeoaent shall be binding upon and shall inure to the beceSt ofthe parties and dsif 
respecdvs successcrs aod permitted assigns and the terms hereof shall bo deemed to run with the 
lands described herein. I f any trqrt<frr is ^Wn»H by a party pursuant to the terms of mis 
agistment, or by any of its successors or assigns, the transfer will be made expressly subject to 
this agreement, and the transferor shall remain responsible for the obligations of the transferee 
until the traasfcree expressly assumes in writing all of the existing duties and ĉ KgarioKs of the 
transferor. 

13. This agreement may not be altered or amended, nor lay rights hereunder waived, except by an 
instrument, in writing, cxecuaed by the parry to be charged wih such amendment or waiver. No 
waiver of any other term, provision, or condition of this agreement, ia any oee or more instances, 
shall be deemed to be, or construed as, a further or ccctinuing waiver of any such term, ocher 
provision or condition or as a waiver of any ether term, provision or coodirica cf this agreemenl. 

14. EACH PARTY "WAIVES, TO THE FULLEST EXTENT PERMITTED BY 
APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY WITH 
RESPECT TO ANY SUIT, ACTION OR PROCEEDING RELATING TO THIS 
AGREEMENT. 

15. I f any provision of this agreement is invalid, illegal or incapable of being enforced, all other 
pro-vijicoj of this agreement shail nevertheless remain in full force and emict, so long as the 
economic or legal substance of tbe traejactious contemplated hereby is net affected in a 
rnaicriaDy advetss manner with respect to enber party. 

: nr 
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I f mis properly sets forth your undcrrtaoding of our agreement, please co uvticatT? by signing in the 
space provided below, and reenroing to my attention. 
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Mr. D«rold Maney 
Ocean Energy, lac 
September 10, 2001 
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Yours truly, 

DAVID H. ARLINGTON OIL <fc GAS, INC. 

David H. Arringtoa 
"President 

DDArd 

ACCEPTED AND AGREED THIS / ^ ' ^ DAY OF55PTBM3R5R, 2001 

Hank Wood 
Attoniey^n-Fact 

w j cc:nT 
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Schedule 1 to That certain Letter Agreement, 
by and ber*een Ocean Energy, Inc.. a Louisiana corporaxica 

and David H. Anington Oil <fe Gas, Inc., 
dated as cr" September 10, 2001 

1. Farmcwt Agreement, dated as Jury 23, 2001, by and between Ocean Energy, Inc., a 
Louisiana corporation, is Farmec, and Brauex Resources, Inc., as Farmor, as arnrrrirrf by 
that certain Letter Agreement, dated as of August 14, 2Q01. attached hereto as Exhibit; B-l 
and B-l; 

1. Farmout Agreement, datud as July 23, 2001, by and between Ocean Energy, Inc.. a 
Louisiana corporation, as Farmcc, aad States, Inc. and B.B.L., Ltd., as Farmor, as amended 
by that certain Letter Agreement, dated as of August 22, 2001, »rra/-*iM hereto as Exhibits 
C- l and C-2; 

3. Farmocrt Agreemenl, dated as July 23, 2001, by and between Ocean Energy, Inc., a 
Louisiana corporation, as Farmcc, and Judith White, Trustee1, as Farmor, as amended hy 

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

4. Farmout Agreement, dated as July 23, 2001, by and between Ocean Energy, lac, a 
Louisiana corporation, as Farmec, and Slash FOOT Enterprises, Inc., as Farmor, as amended 
by that certain Letter Agreement, dalod as of August 15, 2001, hereto as Exhibit D-
landD-2; 

5. Farmout Agreement, dated as July 23, 2001, by and between Ocean Energy, Inc., a 
Louisiana corporation, as Farmec. and Pabo Oil Sc. Gas, as Farmor, as " " " ^ by that 
certain Letter Agreement, dated as of August 15, 2001, attached hereto as Exhibit D-l and 
D-2; 

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

7. Farmout Agreement, dated as July 23, 2001, by and between Ocean Energy, Inc., a 
Louisiana corporation, as Farmec, and David Gannavray, as Farmer, attached hereto zs 
Exm'ha: F; and 

%. Farmout Agreement, dated as Jury 23, 2001, by and between Ocean Energy, lac. » Louisiana 
corporation, as Farmec, and ICA Energy, Inc., as Farmer, as amended by that certain Letter 
Agreement, dated as of August 15, 2C0I, arrached hereto as Exhibit O-l and G>2. 



f e b - 2 6 - 0 2 0 9 : 2 3 A _ ^ 9 1 5 6 8 2 . S * ° ' 

21* West Tews DAVID H. AHJRINGTON OIL <fe GAS, I N C Fhcnc: (315) 6S2H«35 
Suite »O0, (Zip 7S701) Fax: (915) «2-4139 
P.O. Box 2071 
MkOaad, Texas 73702 

September 10, 2001 

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

Re: Assignment Of Rights In And To Certain Farmout Agreements Concerriing The 
SW/4 Of Section 25. T16S. R35E, Lea County, New Mexico 
South Payday "25"' Prospect 

Gentlemen: 

When executed by the parties hereto, this letter agreement (This "AgreeraeaO shall set forth the 
agreement between. Ocean Energy, lac. a Louisiana cooperation ("Ocean") and David H. Arrington 
Oil Sc Gas, Inc. ("Arrington'7 ccsKerning the assignment of thirty percent (30%) of Ocean's right in 
and to those certain farmout agreements covering the SW/4 of Section 25, TLSS. K35E, Lea County, 
New Mexico, more particularly described on Schedule 1 hereto (such agreement, as may be 
amended, stroplcmented, restated or otherwise rocdifwd from time m time, a Tarmout Agrccmenr*".. 
and couecdvely. the "Farmout Agreements''). For good and valuable consideration, tho sufficiency 
of which is hereby acknowledged, the parties do hereby agree as follows: 

I . On or before July 1, 2C02, but not earlier than January 10, 2002, rnnr being ofthe essence, 
Arrington shall commence actual drilling of a test well (the 'Test Well") to be lo cared in the 
NW/4 of Section 25, T16S, R35E, Lea County, New Mexico, referred to as the Triple 
Hackle Dragon 25 01 Well, and shall thereafter prosecute drilling of the Test Well to 
penetrate and test the lower Mississippian Lime formation (as hereinafter defiaed) or to a 
depth of approximately thirteen thousand two hundred feet (13,200*), whichever is the lesser 
depth (thopConmet Depth.") and shall complete the Test Well as capable of producing oil 
acd/or gas in paying quantities or plug and abandon the same. Ocean shall participate in the 
drilling of this Test Well for its prDpcrtionaie share. The Lower Mississippian Lime 
formation is dcrtrinrf, as that certain gas aod condensate bearing zone encountered at the 
stratigraphic ccjurvalcnt depth of twelve thousand four hundred and four feet (12,40-i'), as 
shown co that certain cotnpcnsaasd neutron three detector density log measurement in the 
Mayfly "14" State Com * 1 Well, located ia Section 14, Township 16 South. Xaogc 35 East, 
Lea County, New Mexico. 

ARRINGTON Oil, & GAS, INC. 
BEFORE THE COMMISSION 
NMOCD CASE NO. 12731 & 127 44 
DATE: 03/26/02 
EXHIBIT NO. I 
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In the event that (he driling title opiruoo rendered by a law £rm licensed to do business in the 
State of New Mexico shall contain title requirerneots such mad ArruupTti or Ceean as a 
reasonable and prudent operator Ls ucab'e to commence drilling operations an '-he Test Wall 
prior to July 1, 2002, Arringrcn ar Ocean - ^ i l no lat-r than January 5. 2C02. initiate force 
pooling proceeding for a 320 acre unit comprised ofthe W/2 of Sccticn 25, T16S, R35E, 
Lea County, New Mecca. Arrington or Ocean shall diligently and expeditiously pool such 
lands in order co carr such title requirements Jo that the Test Well may bo drilled prior to 
July I , 2002. 

Should Arlington or Ocean fail to ruccesstully cure such title defects through feme pooling 
proceeding or ctherwe and o i ] io rimery commence drilling operations on the Test Weil by 
July I , 2002, then Ocean shall have the right, but not the obligation, to become me 
designazed Operator under the Operating Agreement for the drilling ofthe Test Well through 
the point of first production; subsequently, Ocean shall relinquish operations under said Test 
Well to Arrington, and Arringtoo shall be the designatad Operator under the Operating 
Agreement. Notwithstanding anything contained in this Agreement to the contrary Ocean 
shall not be obligated to participaoe in the drilling of the Test Well fbr a share of costs 
greater than uurty-five percent (35"%) and Ocean is satisfied ia its sole discretioa that the 
remainder of rha costs for the Test Well will be paid, either by Arringtoa or another third 
partj- with title to the leasehold interest in the lands contained -within the pooling order issued 
by the New Mexico Oil Conservation Division. 

2. In the event any well is lost for any reason prior to being dnlkd to Contract Depth or 
Arnngtoo has encountered, during the drilling of any well, mechanical difScnlty cr a 
formation or condition which would render further drilling impracticable or impossible, 
Arrington. may plug ard abandon that well and may continue its rights under this agreement 
by coetrrrtrncing a substitute w«U (or wells) ^Substitute Wdlfa)*") fbr any such well which 
has been lost or abandoned within sixty (60) days from the date tbe drilling rig is removed 
from the location of the prior well. Any Substitute Well ArM-A -fr?'! be drilled subject to the 
came terms and conditions and to the sarac depth as provided for the well so lost or 
abandoned. Any reference in this agreement to the Test Well shall be deemed to be a 
reference to any well cr wells, which may be drilled as a Substitute Well. In ths event that 
cither party elects ta drill a. Substitute Well as provided herein, the other party must 
participate in same, or forfeit to the participating party any interest which it would have 
otherwise earned by virtue of its parrieipatioo m such Substitute Well. 

3. Contemporaneously herewith, Arrington and Ocean Shall have entered into that certain 
Operating Agreement attached hereto as Exhibit A (the "Operating Agreement*7), covering 
the W/2 of Section 25. T1SS. R35E, Lea County, New Mexico (the Xontract Area"). 
Exhibit "A" to the Operating Agroar.rnr shall be completed based upon the results of the 
driUsite ride opinion being prepared covering the W/2 of aaid Section 25. 

4. Sabject to the terms and cocdiclcjos (I) o f this agreement, (ii) each Farmout Agreement and 
(iii) the Joint Operating Agrceraoct, Ocean hereby assigns unto Arriagtan, an undivided 
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thirty percent (30%) of Ocean's right in and 'x> each Fartaooi Agreement. In the event tiat 
any Farmout Agreement crnnir.; a requirement !hat the Farmer (as defined in such Fxnnout 
Agrternent) thereunder consent to any such aŝ grmacnt. Ocean shall use its best efforts to 
obtain ruch consent; grjv^dsd. hc*,ev;r. that in the event that Ocean is unable to acquire 
such Farmer's censcat to assign, dvm Ocexn shall assLjm xdcSrioual interests) frcm iuch 
other of the Forrncut Agreements as Oceaa may elect ia iu accretion such that the ag^tsjait 
of Amcgtcc's right to earn rights 'lader all Faimouc Agreements -will entitle Arringtoa to an 
a^si^uiEcct of Ocean's interest in the Ccaa^c. Area equal to an undivided uurcy percent 
(30%), proportionately reduced to Ocean's interest in the Centra ct Area.. Tnc terras and 
conrVrnnnt of this letter agreement .ihall apply to any extensions or renewals of each Farmcut 
Agreement acquired by either Arrington or Ocean within 110 days ofthe expiration ofthe 
farmouc agreement, 

5. Arrington has acquired proprietary 3D seismic data across certain lands, including, without 
. limitation; T16S, R35E, Lea County, Nc* Mexico (i) Section 23: E/2E/2; (ii) Section 24: 

Ai l that Arrington has in the SW/l; (iii) Section 25: W/2, W/2E72; (Iv) Section. 26: U2&7; 
(v) Scctiou 35: NE/4NE"4; and (vi) Section 26: N/2NW/4. NW/4NE/4 (such 3D seismic 
dan, collectively, the ''Arringtoa 3D Data"). Arrington agrees (and leprcsants to Ocean that 
Arringtoa has the right ta so agree) that Ocean shall (i) havo access to the Arrington 3D 
Data in Arrington's offices during animal business hours, in order ro work and xotuipiet the 
Arrington 3D D m . and (ii) have access to and copies of, Arrington's interpretations of the 
Arrington 3D Data (the Arringtoa 3D Data together wir i such icterprerarinrts thereof, the 
"*Arriftgtcn Evaluation MAT: rial"). Arrington shall retain fall ownership rights to tie 
Arrington 3D Data, and nc ownership or license to the Arlington 3D Data shall be conveyed 
to Ocean. Swept as provided for in this Paragraph 5, Arrington makes no rcprcsectaccns or 
warranties to Ocean (i) as to the Arrington 3D Data (ii) or in respect of Ocean's reiiicoa 
upon the Arrington Evaluation Material. Oceax shall Iceep the Arrington. Evaluation 
Material confidential; provided however, that such obligation of ecutSdcatialiry shall not 
apply to infermarion which (i) was or becomes available B> the public other than as a result 
of a disclosure by Ocean, (ii) vras or becomes available to Ocean on a non-confidential basis 
from a source other than Arringmn, provided that such source is not Jcncwn by Ocean to be 
bound by a ccmfidecriality agreement with Arrington or otherwise prohibited from 
tnnsmifring tie- mfbrmalica by a contractual, legal or fiduciary oougaeion, (iii) was writhin 
Ocean's possession prior to its being furnished by Arrington, (iv) is developed or derived 
without the aid, application or use of the Axringtcn. Evaluation Material, (v) is disclosed 
following receipt of ths written consent of Arringtoa to such, disclosure being made, or (vi) Ls 
disclosed pursuant to Paragraph 6 hereof 

£. In the event that Ocean is requested or remiired (by oral ouesrious, interrogatories, requests 
for inforrnan'en or document?, subpoena civil krrejrigBnve ArrrwrA or other process) to 
cEscloje iny of the Arrington Evaluation Material, Ocean agrees that ic will provide 
Arnngrcti with prompt notice of any such request or requirement (written i f practical) so that 
Amcgtcn may seek ao appropriate protective order or waive compliance with the provisions 
of this Agreement, ff, failing the entry of a protective order or tie receipt of a waiver 
hereunder pricr to ±C rime such disclosure is required to be nude, Ocean may disclose that 
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portion of t ie Arrington Evaluaticn Mistrial which Ocean's counsel advises that it is 
compelled to disclose and will exercise cieascoAble eSbrts to obtain assurance that 
<^»fidcntial treatment wil l be accorded tc that pardon ofthe Arringtca Evaluation Manua l 
which is being disclosed. Arrington agrees that Ocsan shall have no liability hereunder fbr 
any disclo-sure of the Amngtcn EvaJuaticn Materia] made in compliance with this Paragraph 
6.' 

1. Ocean has accuired procr--ctarv 3D seismic data across certain lanes, irx^uding. whheur 
lirrutarion, T15S, R35E, Lea County, Ne* Mexico (i) Section 7: W/2, W 2 N E / 4 , W/2SE.'*, 
SEV4SE/4; (ii) Section 17: W,2NW/4, NW/4SW/4; and fui) Section IS: N/2, N/25 '2 (such 
3D seismic data, coCcctively, the "Ocean 3D Data"), Ocean agrees (aad represents to 
Arringtoa that Ocean has the right to so agree) that Arrington shall (i) have acccas to tbe 
Ocean 3D Data in Ocean's offices during Dermal busiaess hours, in order to work and 
interpret the Ocean 3D Dara and (ii) have access to and copies of. Ocean's incerpretations o f 
the Ocean 3D Dam (the Ocean 3D Data together with such intcrpretarioas thereof, rhe 
"Ocean Evaluation Material")- Ocean shall retain f u l l ownership rights to the Ocean 3D 
Data, and no ownership or license to the Ocean 3D Data shall be conveyed to Arlington. 
Except as provided fbr in this Paragraph 7, Ocean makes no representations or orarranues to 
Arrington (i) as to the Ocean 3D Data (u) or in respect of Arrington's reliance upon the 
Ocean Evaluation Material. Arrington fh*)) keep the Ocean Evaluation Material 
confidential; provided however, rfrar such obligation of ectuaoemiaJky shall not apply to shall 
not apply to informarion vvhich (i) was or bw-omes available to the public other than as a 
result of a disclosure by Arlington, (ii) was or becomes available lo Aningtcn oa a ocn-
confidearial basis fircrn a source otter than Ocean, provided that such source is not known by 
Arringtoa to be bcund by a confidentiality agreement with Ocean or otherwise prohibited 
from transmitting the information by a contractual, legal or fiduciary obligation, (ii i) was 
within Arrington's possession prior to its being farnLahed by Ocean, (iv) ia developed or 
derived without the aid. application or use of the Ocean Evaluation Material, (v) is disclosed 
following receipt o f the written coasera: o f Ocean to such disclosure being made, or (vi) is 
disclosed pursuant to Paragraph S hereof. 

8. In the event that Arrington is requested or required (by oral questions, interrogatories, 
requests for rxn^crmariaa or documents, subpoena civil investigative demand or other process) 
to disclose any o f the Ocean Evaluation Material, Arringtoa agrees that i t w i l l provide Ocean 
with prompt notice o f any such request or requirement (written i f practical) so that Ocean, 
may seek an appropriate protective order or waive compliance with the provisions of this 
Agreement. I f , rfrirfng the entry o f a protective order or the receipt of a waiver hereunder 
prior to the Tirrw such disclosure is required to be made. Arringfcan may disclose o a t poracn 
of the Ocean Evaluation Material which Arriogum's counsel advises that i l is mmp^ l rd to 
disclose and w i l l exercise reasonable efforts to obtain a.Tgn^nre that credential u-eatmeat 
will be accorded to that pardon o f the Ocean Evaluation Material which is beiag disclosed. 
Ocean agrees that Arriogtou shall have no liability hereunder fbr any disclosure of the Ocean 
Evaluation }»£znrriaJ made in compliance with this Paragraph S. 

-. - - v - 71 / q7, ;Zo 
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9. It 13 not the intention of the parties co create a partnership, ivor shall this agreement be 
construed as crcanflg a Tiring cr other partoenhip, joint veature, agency relationship or 
ether association, or to reader tho pirci=s liable aj partners, co-ventarers or principals. 
Unless provided for to tie ccntrary in the Operaring Agreement, (i) the liability of the parties 
shall be several, act joint or collective and (ii) each party shall be responsible only fbr its 
c^irgarioos, snd shall be liable only for itr proportionate shars af the costs, i f any, to be 
incurred hereunder. No parry shall have any I ah iii cy hereunder to third paries to satisfy the 
default of any other party in the payment of any expense or obligation. 

10. This Agreement and all manors pertaining hereto, mchidiag, but net ii'mfr.»rf to, matters ox 
perSmnoance, tum-^er&ymarrn, breach, remedies, prccedures. tights, duties and mtnrpretarion or 
construction, shall be governed and aeterrraccd by the Ixw af the State of Texas. THE 
PARTIES HEREBY CONSENT TO THE EXCLUSIVE VENUE OF THE PROPER 
STATE OR FEDERAL COURT LOCATED LN MIDLAND COUNTY, TEXAS, AND 

. HEREBY WAIVE ALL OTHER VENUES. 

11. This Agreement, 4e Exhibits and Schedules hereto aad the Operating Agreement set forth afl 
understandings between the parties respecting the subject matter of this transaction, and all prior 
agreements, understandings aod representations, whether oral of wrrsea, respecting this 
transaction are merged into and superseded by this wrfSea agreement. 

12. This agreement shall be bonding upon and frail tourc to tie benefit of the r T - , T T i r ^ and dssir 
respeenvc juccesscnr aod perrniried assigns and the terms hrr-nf <hal1 bo deemed to tun with the 
lands described herein. I f any tnyi<rfry ^ HWrprj by a parry pursuant to the terms of this 
agreement, or by any of its successors or assigns, the transfer will be made expressly subject to 
this agreement, azyj the transferor shall remain responsible fbr the cohgaricos of the transferee 
until the transferee expressly assumes in writing aH of the Casting duties and cjcJiganons ofthe 
transferor. 

13. This agreement may not be altered or amended, nor aoy rights hereunder waived, except by an 
instrument, in writing; executed by the party to be charged with such amendment or waiver. No 
waiver of any other term, proviskxi or cendirion of this agreement, ia any oce or more instances, 
sbaH be deemed to be, or construed as, a further or ccctinuing waiver of any such term, other 
provision or coidaiaa or as a waiver of any other term, provision or cendhian ef this agreement. 

14. EACH PARTY WAIVES, TO THE FULLEST EXTENT PERMITTED BY 
APPLICABLE LAW, ANY RIGHT I T MAY HAVE TO A TRIAL BY JURY W I T H 
RESPECT TO ANY SUIT, ACTION OR PROCEEDING RELATING TO THIS 
AGREEMENT. 

15. I f any provision of this agreement is invalid, illegal or incapable of being azfcrccd, all Other 
provuicaj o£ this agrcemcQC shall nevertheless remain in fuD force and eJevc. so long as the 
economic or legal substance of the transactions contemplated hereby is net arfectad in a 
materially adverse marine,' with respect to either party. 

Z0/9Z/Z0 
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I f mis properly sets forth your undcrstariding of our agreement, please so indirarr: by signing in the 
space provided below, and returning to my attention. 
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Yours truly, 

DAVTD H. ARRINGTON OIL <fc GAS, INC. 

David H. Arringtoa 
President 

DDArd 

ACCEPTED AND AGREED THIS / *T DAY OF-SHWBMB5R, 2001 

OCEAN] 

Hank Wood 
Attorney-in-Fact 
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Schedule 1 to that certain Letter Agreement, 
by zad berwecn Ocean Energy, Inc., a Louisiana corporation 

and David H. Arrington Oil & Gas, Lie., 
Aztrrj is C7f September 10, 2001 

1. Farmc«rt Agreement, dated aa Jury 23, 2C01, by and between Ocean Energy, Lac, a 
Louisiana corporation, is Farmcc, and Branex Resources, Inc., as Farmor, as amrrrtrrf by 
that certain Letter Agreement, dated as of August 14, 2001, attached hereto as Exhibits B-l 
andB-2,-

2. Fairncut Agreement, d.iffld as July 23. 2001, by and between Ocean Energy, Inc., a 
Louisiana corporation, as Farmec, aad States, Inc. and B.BX., Ltd., as Farmor, as amended 
by that certain Letter Agreement, dared as of August 22, 2001, attached hereto as Exhibits 
C-l and C-2; 

3. Farmout Agreement, dated as July 23, 2001, by and between Ocean Energy, Inc.. a 
Louisiana corporation, as Farmec, and Judith White, Trustee', as Farmor, as amended by 

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

4. Farmout Agreement, rhrwt as July 23, 2001, by and between Ocean Energy, Inc, a 
Louisiana corporation, as Farmcc, and Slash Four Enterprises, Inc., as Farmor, IS amended 
by that certain Letter Agreement, dated as of August 15, 2001. attached hereto as Exhibit D-
landD-2; 

5. Farmout Agreement, dated as July 23, 2001, by sad between Ocean Energy, Inc, a 
Louisiana corporation, aa Farmec, and Fabo Oil Sc Gas, as Farmor, is amrndrrl hy that 
certain Letter Agreement, A?t~A xs of August 15, 2001, attached hereto IS Exhibit B - l and 
D-2; 

6. Farmout Agreement, dated as July 23, 2C01, by and between Ocean Energy, Inc., a 
Louisiana corporation, as Farmee, and Phelps White, UT, as Farmor. anached hereto as 
ExnibitE; 

7. Farmout Agreement, d^H as July 23, 2Q01, by and between Ocean Energy, Inc., a 
Louisiana crjrpoiatiop, as Farmec, and David J^. Ganmrway, as Farmer, attached hereto as 
Exfn'hir F; and 

g. Farmout Agreement, as Jury 23, 2001, by and between Ocean Energy, lac. a Louisiana 
corporation, as Farmcc, and ICA Energy, Inc. as Farmor, as amended by that certain Letter 
Agreement, dated as of August 15, 2001, anached hereto as Exhibit G-2 and G-2. 

t-o^t:T TVi cr:ni Z0/9Z/Z0 



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 BREWEf 
PO Box 298 
Roswell, New Mexico 88202-0298 
(505) 625-0298 



PARTIES ENTITLED TO NOTICE 
TMBR/SHARP DRILLING, INC. 

APPLICATION FOR COMPULSORY POOLING 

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

James D. Huff 
PO Box 705 
Mineola, TX 75773 

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

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

Mark & Bonnie Caldwell 
3534 Shell 
Midland, TX 79707 

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

Barmar, Inc. 
PO Box 250 
Hobbs, NM 88241 

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

Ronald C. Agel 
105 Countryside Road 
Newton, MA 02159 



Bud & Mary Lou Flocchini 
Family Partnership 
PO Box 26158 
San Jose, CA 951 59-61 58 

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

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

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

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

Lynne & Mark 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 t h Street 
Artesia, NM 88210 
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