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214 West Toas DAVID H. ARRINGTON OIL & GAS, INC.  Phope: (915) 6826635
Suite 400, (Zip 79701) Fax: (315) 6324139
P.0. Rox 2071 '

Madland, Texas 79702

Scptemnber 10, 200]

Mr. Derald Magey

Ocean Energy, Inc.
1001 Fanmin, Suite 1600

Housum, TX 77992
"Re: Assignment Of Rights In And To Certain Farmout Agreements Conceming The

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

Gentlemnien:
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When executed by the parties berero, this lerter agreement (this “Agreement”) shall set forth the

agreement betwoen Ocean Bacrgy, Ine. a Louisiana corporsdon (“'Oczan™) and David K. Arrisgten
Ol & Gas, Inc. (“Asington™) concerming the assignmet of thirty percent (30%) of Ocean’s right in
and to those certain farmout agreements covering the SW/4 of Sectien 25, T16S, R35E, Lea County,
New Meodeo, more pasticularly described on Schedule | hersto (such agrecment, as may be
amcoded, supplarented, restated or otherwise modified fiom troe o tme, a “Famout Agreement”,
acd collectively, the “Farmout Agreements™). For good 2ad valuable consideration, the sufficieacy
of which is hereby acknowledgod, the partes do hereby agres as follows:

1.

On or before July 1, 2002, but aot cadicr than Jaznuary 10, 2002, tms being of the esscace,
Arrlngton skall commmee actual drilling of a test wel] (the “Test Well™) w be lacared in the
NW/4 of Section 25, T16S, R3SE, Lea County, New Mcxico, refened o as the Triple
Hacde Dragon 25 #1 Wdl, and shall thereafixr prosecute Arilling of the Test Well to
peoctrate and tewt the lower Mississippian Lime fonmation (as heremafter defiped) orw a
depth of spproximately thirteen thousand two hundred feet (13,200°), whichever is the lesser
depth (the “Contrset Depth™) and shall coropleta the Test Well as capable of producing ol
aadoc gas in Paying quansdrics or plug and abanden the same. Occas sball pardcipaie in the
drilling of thas Test Well for fts proportosate share. The Lower Mississippian Lime
formation is definad as that certain gas and ccadensate bearing zoac encounterad ar the
stratigraphic equivalent depth of twelve thousand four bundred and four feet (12,4047, as
shown on that cortyin cormpeasaed mtronduccdccocmrdmsnylogmcntmthc
Mayfly “14™ State Com # 1 Wel], located i Sectica 14, Township 16 South, Raoge 35 East,
Iz County, Wew Mcxico.

ARRINGTON OIL & GAS, INC.
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In the cvent that e drilling atle opinica reodered Yy a law £ licensed %o do tusipess iz the
Stz of New Modeo shall conrain te requirements such that Amiagzon or Ce=a as a
reascaable and prudent operator is urable w commencs dnlling operations an the Tast Well
prior W July 1, 2€02, Ammingren ar Ocean skhall ne latse thas Jazuary 5, 2002, imgate forcs
poaling proceeding for a 320 ace unit camprised of the Wr2 of Sectica 25, T16S, R3SE,
Lea Courty, New Mexdes. Asringien or Qcsan shall diligectly and expedidously pocl such
lands in order to cure such ttle requirsments so that the Test Well may be drilled prics to
July L, 2002,

Should Asriagmen of Oceaa fail w successfully cure such ttle defects through foree pocling
proceeding or ctherwizz and fai w tnely commence drilling operations an the Test Well by
July 1, 2002, then Qczaz shall bave the right, but nct the obligaton, W become the
designazed Operator under the Operativg Agreement for the drilling of the Test Well threugh

. the point of first preducton; subsequensly, Ocean shall relinguish operations upder said Test

Well to Arrington, acd Asringfoa shall be the designated Operator under the Operating
Agreamcut.  Notwithstanding anything contiied io this Agroement to the contrary Ocean
shall not e obligared tw participare in the drilling of the Test Well for a share of costs
greater than thirty-five percex (35%%) and Ocean is satisFed in its sole discretion that the
rernaindes of the costs for the Test Well will be paid, ¢iher by Armington or another third

party with tirle to the leasehold intarest in the lands coatamod within the pooling arder issued
by the New Mexico Oil Coaservation Divisien.

In the event amy well is lost for any reason prior to bemg dnlled to Contract Depth or
Amington bas cacountered, dunnz:h:dnllmgufmywdl,mxhamaldxiﬁmktyora
focmation or condition which would render further drlling impracticable or impossible,
Asringron may plug and abasdoa that well and may continue its rights ucder this agreement
by commencing a substitute well (or wells) (“Sabstityte Well(3]") for any such well which
has beea lost or abandosed within sixty (60) days from the date the drilling rig is removed
from the locatica of the prior well. Any Substicute Well drilled shall be drilled subject to the
same terms acd conditans and to the same depth as provided for the well so lost or
abandoced. Any refrrence in this agreemcat o the Test Well shall be deemed ® be 2
reference to any well or wells, which may be drilled as a Substirute Well. In the evegr thar
cither pasty elects w drill a Subsumite Well 2s provided hecein, the other party must
participate in same, or Sorfeit to the parficipating party any interest which it would bave
otherwise camed by virtus of its participation i such Substitate Well.

Contemporanecusly herewith, Arrington and Ocean shall hsve eotered inte that cemain
Operating Agroament attached bereto 25 Exhibit A (the “Operafing Agreement”), covering
the W2 of Sccdan 25, T16S, R3ISE, La County, New Mexico (ths “Contrace Area™).
Exhibit “A” to the Openating Agrearent shall be complaed based apea the resuls of e
drillsite dtle opiniocn being preparsd covering the W/2 of said Secdon 25.

Sabject o the tomas and cocditicas () of this agreement, (i) cach Farmout Agreement and
(i0) the Joiot Operating Agreemear, Occan hoereby assigos uate Amicgtan, an uadivided
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turty percenat (3074) of Ocsan's right in and 0 cach Fanmoat Agrsemcenr. In the eveat that
auy Fammowt Agreement ccaming 3 requirement that the Faneot (as defined in such Farmout
Agroement) thereunder conseat v any such aszignment, Occan skall use 75 best ofSris to
obtaln such cotiset provided howrvsr that in the cvest thar Ocean is unable to acquire
such Farmnot’s coasent w assign, then Oczan shall astign sddicional interest(s) frem such
other of the Farmeour Agroemants as Ocexn may elect in ite discretion such that the aggregare
of Artinglen’s ight o eam rights under all Farmmpout Agreempests will entite Asringron © ag
assignment of Ocan’s inwrest in tre Coamact Arey cqual © an uodivided thirty petcent
(30%), propordonazaly reduced w Occan’s inwwext in the Cenrmact Arsa. The terms and
cepdmions of tus lemer agreement shall apply W any extrnsions or reacwals of ach Farmout
Agreement acquirsd by either Artingtca or Ocean within 180 days of the expiratioa of the
fannout agreement.

5. Asvington bas acquired proprictary 3D seizmic dam across cestain lands, including, without
. limitation; T16S, RISE, Lez County, New Mexico (i) Section 23: E/2B/Z; (ii) Sectica 24:
All thar Arrington bas in the SW/4; (iii) Secfion 25: W72, WR2E/2; (iv) Section 26: ERE2;
(v) Secticu 35: NE/ANE/4; and (vi) Secton 36: N/ZNW/4, NW/ANE/4 (such 3D scismic
daza, collectively, the “Amiagwa 3D Dam™). Amiogten agrees (and represants to Ocean that
Amicgton bas the right to so agres) that Ocean shall () bave accsss o the Arringion 3D
Dan in Amringtan’s offices dudng aormal business bours, in order to work and ioterpree the
Ammogoa 3D Data and (i) have access to and copies of, Arrington’s iotarprezations of the
Arringtoa 3D Data (the Agington 3D Dats wogeher wird such igtzrpreatians thereef, the
“Arriggwn Evaluation Marterial”).  Arnington shall retain fall owrership rights to the
Arrington 3D Data, and nc ownership or licensc to the Artington 3D Dam shall be coaveyed
™ Occan. Except as provided for in this Paragraph S, Arrington makes no representations of
warragties 10 Ocean () as to the Armington 3D Dama (i) or in respect of Ocean's reliance
upon the Armington Evaluation Materfal.  Ocsac shall keep the Arringron Evaluation
Mazenal .ocuﬁdcmizl; provided however, that such obligaden of conSdentiality shall not
apply o information which (7)) was or becomes available oo the public other than as a result
of a disclasure by Qczan, (i) was or becomes avallable to Ocean on 2 non-~confidential basis
from a sourcs other than Astingzon, provided that such source is oot knowa by Ocean t be
bound by a oconfidemtiality agrrernent with Arrington of otherwise prohibited from
Uzasmitting ths informaticn by 2 cormaczual, legal or Sduciary obligztion, (i) was widin
Ocean’s possession prior w its belog furmisked by Astington, (iv) is developed or desived
withoat the aid, application or use of the Arrington Evaluatos Material, (v) is disclosed
following receipt of the writtzn consent of Arrington W such disclasure being made. o (M) is
disclcsed pursuant to Paragraph § bereof.

§. In the event thar Ocean is requested or required (by of lons, loterrogatornies, QUeSts
for infermation or documents, subpocna civil i 3 ¢ demand or other process) ©
disclose any of the Ammngton Evaluation Material, Ocean agrees that it will provide
Auingren with prempt natice of any such request or requirement (written if practical) so that
Arringten may seek an appropriare protective order or wailve complisnce with the provisioas
of this Agreement K, filing the ooy of a prowctive order or te receipt of a waiver
bercunder pder w the tdme such disclosure is required to be made, Qcsan may disclose that
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pertica of the Auringwon Evaluaticn Maxrial which Ocean’s counsel advises that 1t is
coapelled o disclose acd wil exercise mscoable forts W covGm assurance that
coefidential teatment will be accarded oo that parton of the Arringtcn Evaluatica Matenial
which is being discleged. Acmizgion agrees th Ocexn shall have oo labilry beroucder for
axy disclosure of the Amnzres Evaluatica Matesial made in compliance with this Paragraph
6.

Cczan has acquired proprictarv 3D seismic dam acrosy cotain lacds, including, wrbcut
timitation, T15S, R3SE, Lea County, New Mexico (i) Section 7: W12, W/ZNE/4, W/2SE/4,
SE/4SE/4; () Secton 17: W2NW/4, NW/4SW/4, and (i) Section 13: N2, N/25/2 (such
3D sdsmic dama, collectively, tie “Occan 3D Daa™). Occan agrsss (and reprsscals to
Arrington thar Oce=g has the right w sa agree) thar Armingwon shall (i) bave access o the
Cceant 3D Data in Ocean’s offices during sormeal business bours, in order to work 2nd
incerpret the Oczan 3D Dam aad (ii) have access w0 and copics of, Oczan’s interpreatioas of
the Occan 3D Dama (the Ocean 3D Data twgether with such interpretations thercof, the

" “Ocean Evalnation Material”). Cccan shall rrtain fall ownership rights to the Ocsxn 3D

Data, and o ownership or licenss to the Ocean 3D Data shall be conveyed to Armagion.
Except as provided for in this Parazraph 7, Oczan makes no represeatations or warrantss
Arringtos (i) as to the Oczan 3D Dam (i) or in respect of Arrington’s reliznce upen the
Occaan Evaloation Maferial.  Agrington shall koep 1be Ocean Evaluatien Material
confidential; provided however, that such obligation of confidentality sball not apply to shall
nol apply o informadon which () was or becomes availabk w the public other than as a
resuwlt of a disclosure by Arrisgton, (i) was or becomes available o Amingtcs oa 2 non-
confideatial basis frem a source other than Ocean, provided that such source is not known by
Arringen to be beund by 1 confidentiality agresrent with Oasan or otherwise prohibived
from trassmiting the informadoa by a oontractual, legal or fiduciary obligation, (i) was
wathin Arrmgten’s possession prior & its befng fornished by Ocean, Gv) is developed or
derived withourt the aid_ application or use of the Oczan Evaluation Matedal (v) is disclosed
followirg recaipt of the written consent of Ocean to such disclosure being made, or (Vi) is
disclosed pursuant w Paragraph § hereof

In the cvenr that Amington is requested ov required (by oral questdoas, BDITXOgALOTies,
requests for infarmaron or documents, subpocna civil investigative deroand or other process)
o disclose any of the Occan Evaluation Magdal, Amington agrees that it will provide Ocean
with prompt notice of any such request or requirement (written if pracdcal) so that Ocean
may seck an appropriate protective order or waive commpliance with the provisiops of this
Agreement.  If, failing the catry of a protective order or tie ceceipt of 3 warver hexcunder
prior w tke time such disclosure is required o be made, Arrington may disclose that pordea
of the Occaa Evaluaticn Macerdal which Armripgton’s couasel advises that it is campelled 12
disclose and will excrzise reasacable eforts to obtam assurance that confidential weatment
will be accorded to tht portica of the Ocean Evaluation Marerial which is beiag disclosed.
Ocean agrees that Arrington shall bave po Gahility hereupder for any disclosure of the Oczan
Evaluation Mazrrial made in comphance with this Paragraph 8.

.Ce
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10.

It is not the isteation of the pades © creafe 3 partoerthip, nor shall tus agresment be
construed 2s creafisg 3 muining or other partevship, joint verwure, ageacy cslatenship or
cther association, or © reader the putes labke as parmers, co-venmrss of princpals.
Unless provided for to the contrary in the Cperating Agreeret, (i) the Yability of Ee partics
shall be several, not jeint or coilectve ard (i) ecach party shall te responsble aaly for its
cbligations, snd shall be lable oaly for its propordanate shars of e cosw, if any, 0 be
ecurred Aerzuader. No party shall bave any Uability herouedsar to third partss to satisty the
default of any other party in the payment of azy expazsc or obligasicn.

This Agroeement and all malers peywiming herew, rchuding, but et limized to, magss of
Wﬁﬂmmmmbmm,pm,ﬁm,mﬁmmdhmmm
comsyucticn, shall be governed and determined by the aw of the Stz of Toxas. THE
PARTIES HEREBY CONSENT TO THE EXCLUSIVE VENUE OF THE PROFER
STATE OR FEDERAL COURT LOCATED IN MIDLAND COUNTY, TEXAS, AND

. HEREBY WAIVE ALL OTHER VENUES.

1.

13.

14,

1s.

This Agreamext, the Exhibirs and Schedules bereto aod e Operating Agreement sex forh all
usderstandings beiween the parties respectmg the subject matter of this transactios, and all prior
agreermnents, understandiugs and rcpresezaticns, whother ol or wiiwa, fespecting this
ansaction are merged into and supersedad by this wiitten agrecment

. This agrezoent shall be binding upon and shall ipure o the besefit of the partics and theic

respecive suctessors and pernifted assigns and the rms hersof shall be deemed o run with the
lands described heren.  If any traasfer is effeceed by a party pursuant o the tems of this
agreement, ot by amy of its successors or assigns, e taaskr will be made opressly subject w
s agreemant, and the transferor shall remain fespensible for the obiigations of the transteree
unnl the Tangferee oxpressly assumes o wrieng all of the cxisting duties and obligations of the
mansferor,

This agreeroent may o be alvered or amendad, nor agy rights bercunder waived, except by an
insTument, In writing, execuoed by the party o be charged with such amecdment o waiver. No
waiver of any other wrm, provision or candition of this agroement, in any oce OF more instancss,
shall be deened W be, or construcd as, a further or cootinuing watver of agy such term, other
provision of condifiom of as a warver of any ¢ther term, provision or conditen of this agreement.

EACHE PARTY WAIVES, TO THE FULLEST EXTENT PERMITIED RBY
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 provisioa of this agreernent is invalid, illcgal or incapable of being axforeed, all othoy
provisicas of this agroement shall acvertbeless remaia in fill foree 3ad efeet, so long 3s the
ccooomic or legal substunce of the Trassactions comtemplarsd berehy is net affectad in 2
matenally adverss manner with respect w enber party.
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If this pr‘u;.xrlysc‘s forth your undsrstanding of our agreement, please so indicate by sigmng 1 the
space provided below, acd remrning to my attention.

\\
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Yours truly,

DAVID B. ARRINGTON OIL & GAS, INC.

ﬂ/ﬂ

Dawvid H. Arington
Prosidemt

DDArd

ACCEPTED AND AGREED THIS z’f}e\ pay ors%ma{zoox
ocms?yv INC.
By: / / 0/
Foank Wood
Ampey-in-Faa ‘W

W

......... ar ovs ce:ar 720/92/20
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Schedule | 1o that cerrain Letter Agrecmeat,
by and berween Ocean Eaergy, Inc., 3 Louisiama corporaticn
and David H. Arningron Ol & Gas, Inc.,
dated a5 of Septemnber 10, 2001

L Farmout Agreement, dated as July 23, 2001, by and botween Occan Energy, Ioc, a
Louisiana corporation, as Farmee, and Bransx Rezourcss, Inc., as Farmor, as amesded by
that ceriain Letter Agreemant, dated a5 of August 14, 2001, atrached herewo as Exhibits B-1
and B-2;

2. Farmcut Agreeraenr, dated as July 23, 2001, by and between Ocran Encrgy, Iac, 2
Louisiama corparatioa, as Farmee, and States, Inc. and B.B.L, Lud., as Farmor, as amended
by that certain Letter Agreement, dated as of Angust 22, 2001, amacked hereto as Exdubits
C-1 and C-2;

3. Famuout Agreement, dated as July 23, 2001, by and berween Oczan Epergy, Inc, a

Louisana corperation, as Farmee, and Judith White, Trustee!, as Farmor, as amended by

- thar certain Letter Agraement, dared as of August 15, 200), atrached herefo as Exhibit D-1
and D-2;

4. Fammout Agreement, dated as July 23, 2001, by and between Ocean Foergy, Inc, a
Louisiana corporation, as Farmee, and Slash Four Enterprises, Inc., as Fanoor, 25 amended
by that certain Letter Agreement, dared as of Angust 15, 2001, attached hereto as Exhibit D-
1 and D-2; :

5. Fammout Agreemcnt, dated as July 23, 2001, by and between Ocean Enagy, Inc, a
Louisiana corporation, as Farmee, and Pabo Oil & Gas, as Farmor, as amended by that
cernin Lotor Agreement, dated as of August 15, 2001, attached hereto as Exhibit D-1 and
D-2;

6. Farmout Agreement, datzd as July 23, 2C01, by and between Ocean Energv, Inc., a
Louisiana corporation, as Farmee, and Pbelps White, IIl, as Farmor, attached dereto as
Exhibit E;

7. Famuout Agreement, dated as July 23, 2001, by and betwoen Ocean Energy, s, a
Louisiana corporatian, as Farmec, and David R. Gannaway, as Farmar, sttached hereto as
Exdnhiz F; and

8. Fammout Agreement, dated as July 23, 2001, by and between Ocean Energy, lac. 2 Louisiana
corparation, as Farmee, and ICA Encrgy, Inc., as Farmor, as amended by that certain Leter
Agreemern, dated 25 of Augist 15, 2001, arached bereto as Exhibit G-) and G-2.

saTrTancTaT YVI OFIAT 20/93/30
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Sepramber 10, 2001

Mr. Derold Maacy
Ocean Energy, Inc.
100! Fanmon, Suite 1600

Houston, TX 77592
"Re: Assignment Of Rights In And To Certain Farmout Agreements Concermuing The

SW/4 Of Section 25, T16S, R35E. Lea County, New Mexico
Scuth Payday “257 Prospect ’

Geaotlemen:

When exccuted by the parties berero, this lezter agrecment (this “Agreernent”) shall sct forth the
agrecment between Ocean Bacrgy, Ine. 2 Lowsiana corporsden ('Oczan™) and David H. Arisgten
Oll & Gas, Inc. (“Amxinglon™) conceming the assignment of thirty percent (30%) of Ocean’s right in
and to those certain farmout agreements covering the SW/4 of Section 25, T16S, R35E, Lea County,
New Mexico, more particularty described on Schedule | hereto (suck agrecmucnt, as may be
amended, sopplemernted, restarsd or otherwise madified fiem true o0 tme, a “Fammout Agreement™,
ard collectively, ths “Farmowr Agreements™). For good and valngble consideration, the sufficiency
of which is heteby acknowledged, the pardey do hereby agres as follows:

I.

On or before July 1, 2002, but oot cadier thon Jamuary 10, 2002, tme being of the esseace,
Arrington shall commanee actual drilling of a test well (the “Test Well™) @0 be locared in the
NW/4 of Section 25, T165, R35E, Lea County, New Mxdco, refened m as the Triple
Hacde Dragen 25 #1 Well, and shall thereafter prosecuts drilling of the Test Well to
penctrate and test the lower Misdssippian Lime foncatica (as heremafter d:ﬁaed) ortwa
depb of approximately thirteen thousacd two hundred feet (13,200°), whichevey is the lesser
depth (the “Contrset Depth™) and shall conuplete the Test Well as capable of producig oil
md/ocps myaymgqmmmsorplugmda.bmdm:bcm Occan shall pardcipaie in the
drilling of this Test Well for Its proporticnate share. The Lower Mississippiac Lime
formation is definad 3s that certain gas aod condensate beating zooc encoumtered ar the
stratigraphic equivalent depth of twelve thousaad four hundred and four feer (12,4047, as
shown on dar cortain compenszed nratron three dotecwor density log measurcment in the
Mxyfly “14™ State Com # 1 Well, located m Section 14, Township 16 South, Ragge 35 East,
La County, New Mcxico.

ARRINGTON OIL & GAS, INC. vﬁ\y\
BEFORE THE COMMISSION

NMOCD CASE NO. 12731 & 12744

DATE: 03/26/02

EXHIBIT NO.
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[n the evext thar e driling otle opiciog readered by a [aw £rm lcensed o do busimess i the
Stxtz of New Mcdeo shall cormin tde requirements such that Amisgion or Cesan as a
reascoable and prudent eperatar is ucable ©© commencs drilling operations on the Tast Well
pricr w July 1, 2002, Amingren ar Occan shall no later thae Jacuary 5, 2002, iydate fores
poaling procecding for a 320 acre umt comprised of the W2 of Sectien 25, T165, R3SE,
L Coaxty, New Mexies. Amingien or Qcean shall diligestly and expedidously poal yach
lacds in order @ cure such dtle requirsments so thar the Test Well may be drilled pricr to
July 1, 2002,

Should Asringren or Cexaa fail w sucessstully cure such dde defects through foree pocling
proceeding or cthervmzs and fil w tmely commence drilling operations oo the Tast Well by
July 1, 2002, then Qcean shall bave the right, but nct the obligation, W become the
designazed Opecator under the Operaning Agreamans for the drilling of the Test Well thrcugh
. the peint of first preducton; subsequensly, Ocean shall relinquish operaticns under said Test
Well to Asrmington, acd Arrington shall be the designarsd Operator under the Opcrating
Agrrament.  Notwithstinding anything contained in this Agroement to the contrary Ocean
skall not be obligarsd w participare in the drilling of ths Test Well for a shars of costs
gr=awer than thixty-five peroemr (35%) and Ocean is satisfed in its sole discretion that the
rerpainder of the costs for the Test Well will be paid, cifSer by Armington or another third
party with tifle to the letsehold interest in the lands coatamod within the pocling order issued
by the New Mexico Oil Conservation Division.

2. In the event amy well is lost for any reason prior W being dnlled to Contract Depth or
Ammngtoa bas encountered, during ie drilling of any well, mechasical difSaulty or 2
formation or condition which would render further drilling impracticable or impossible,
Auringron may plug ard abazdon that well and may contirive its rights under this agreement
by commencing a substitute well (or wells) ("Subgstityre Well(g)™) for any suck well which
has beea lost or abandoned within sixty (60) days from the date the drlling nig is 1emoved
from the locatica of the prior well. Aay Substizute Well dolled shall be drilled subject to the
same tams and condidons and to the samc depth as provided for the well so lost or
abandoced. Aay referencs in this agreement o the Test Well shall be decruad ©w be a
reference to any well ar wells, which may be drilled as a Substinute Well. In the evest that
ather party elects w drill a Subsdrue Well as provided Betein the other party mmst
participats ia same, of forfeit o the parficipaling party agy inmcrest which it would bave
otherwrise camed by virtus of its partcipation i such Substitate Well.

3. Contemporaneously herewith, Arrington and Ocean shall have ectered ints that cerain
Operating’ Agrocment attacked bereto as Exhibit A (the “Oyperating Agreement™), covering
the W/2 of Secdian 25, T16S, RASE, Lo County, New Mexico (ths “Contrace Area™).
Exhibit “A” to the Openting Agreament shall be complaed based apoa the resubs of the
dnillsite €tle opinion deng preparsd covering the W/2 af said Secdon 25.

4. Sabject o the torrus and cocditicas (O of this agreemaent, (1) cach Farmout Agreement and
(1) the Joint Operating Agroemeoar, Ocean herehy assigas unte Amicgtan, aa uadinded
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thirty pereeat (3074) of Cezan’s mght in and % cch Farmoat Agemesr. o the evear da
any Fanpour Agreement coaming 1 requireszat hat the Farmer (as defized in such Farmout
Agroement) thereunder consent o any such astignmeat, Ocan shall use 15 best o215 ©
obtaln such cotseor prowvded howrver that in the cvent thar Ocean is unabiz fo acquire
such Farmot’'s ccaseat to assign, dum Oczan shall assign addidonal interest(s) from 1uch
other of the Fammout Agreerents as Ocam may elest in 719 discretion such that the aggrazals
of Artizgler’s fight 1o 2amm rights wader all Farpout Agresments will extitle Asmingras W ao
assiznmert of Oczan’s inurest i the Cogmact Area cqual to an undivided thirty percent
(30%), properdanatily reduced o Occan’s inzvest in the Conmact Arsa. The terms and
candmions of dus leter agreemest shall apply W any extensions or reacwals of cach Farmout
Agreement acquirsd by sither Arrington or Ocean within 180 days of the expiration of e
fanmiout agreement,

5. Arnngmn bas acquired proprctary 3D sasmic dary across certain lands. including, without
. limitation; T188, R3SE, Lea County, Now Mexico (i) Section 23; E/2E/Z; (i) Secticn 24:
Al thar Arrmngron bas in the SW/4; (iii) Secfion 25: W/2, W/2E/2; (iv) Section 26: EREZ,;
(V) Sectica 35: NE/4NE/4; and (vi) Secton 16: N/INW/4, NW/ANE/4 (such 3D scismic
dara, collectively, the “Amingroa 3D Dam™). Acington agrees (and represants to Ocezn that
Amicgton has the right to so agres) that Ocean shall () bave access to the Armingion 3D
Daa o Arringtan’s offices during norrmal business bours, in order T work and ioterpres the
Arringwa 3D Data and (1) have ascess to and copies of, Amrington’s intarpretations of the
Armringwao 30 Dama (the Arringtoa 3D Dats wogecher wird such igtarpretaticas therecf, the
“Arringten Evaluation Martzrial”).  Amington shall retain full owmership rights to e
Amngron 3D Daa, and ac cwnership or license to the Arangtoa 3D Dama shall be conveyed
o Occan. Except as provided for in this Paragraph 5, Arrington makes no representations of
warragties 19 Oceaa (§) as to the Armingten 3D Dama (1) or in respect of Ocean’s reliancs
upon the Armgton Evaluation Matzral.  Ocear shall keep the Aurington Evaluation
Mazerial ocnfidecsial; provided howsver, that such cbligatcn of conSdentiality shall not
apply to information which (i} was or becomes available © the public other than as a result
of a disclasure by Qczan, (i) was or besomes available @ Qccan on a non-confidential tasis
from a sourcs other than Arringmn, providad that such source is oot koown by Oceax © be
bound by a confidendality agromoent with Arringtom of otherwise prohibid from
transmitting the informsticn by a conmacmual, legal or fiduciary obligstion, (i) was witdia
Ocean’s possession prior w its being furmshed by Arrington, (iv) is developed or desived
witioal the aid, applicaton or use of the Arrington Evaluatios Material, (v) is disclosed
following reccipt of the written coasent of Arrington W such disclosure being made, or () is
disclosed parsuant to Paragraph € hereof.

§. Inthe cvcrntiux Ocean is requested or requirsd (by oral ions, IOTETogALOCies, requests
for inforrmtion or documents, subpocna civil i e demand or cther process)
dsclese any of the Anmgton Evaluatioa Marerial, Ocean agrecs that it will provide
Arringmon with prempt notice of any such request or requirtment (written if pracrcal) so that
ArTinglen may seek an appropriare protoctive order or waive camplisnce with the provisioas
of tkis Agreement. K, filsp the exay of 3 prowctive order or e receipt of a waiver
bercunder paer w the dme such disclosure is raquired to be made, Ocsan may disclose that

smmrwgzoaTIT TV TCI0TY ;0/93/30
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porten of the Aurington Evaluaticn Marial which Occan’s coucsel advises that & is
compelled o dizclose and wil exercise mmscoabdle forts w obGm assorance thal
confidential treatmest will be accorded T that parton of the Arvingon Evaluatica Mazerial
which is being discleged. Amizgzoon agrees tha Ocsxn shall bave oo labilry heroucder for
any disclosure of the Arringroa Evahuatca Mateial made in complimace with this Paragraph
6.

7. Oczma bas acquired proprictarv 3D seismic dam acress cawia lasds, includmg, wrbous
tmiadon, T15S, R3SE, Lea County, New Mexico (i) Secdon 7: W/2, W/2NE/4, W/ISE/4,
SE/45E/4; (i) Secton 17: W/ZNW/4, NW/ISW/4; and (1i) Section 13: N2, N25/2 (such
3D sdsndc data, colectively, the “Occan 3D Data™), Otcan agrees (and roprescdts W
Arrmgtmﬁxommthznqhtm sa agwe) thar Astingon shall (x)hzwaccas*od:c
Ocean 3D Data mn Ccean’s offices during someal business bours, in order to work and
interpret the Ocsan 3D Dam acd (i) have access w0 and copics of, Oczan’s interpreations of

the Ocean 3D Data (the Ocean 3D Data wgether with such interpretadons thereof, the
“Oczan Evalnation Maredial”). Occaa shall retain fall ownership rghts w te Oczm 3D
Datx, and no ownership or licenss to the Ocean 3D Data sholl be conveyed o Armagion
Except as provided for in this Paragraph 7, Cczan males no represeatations or warantes 0
Arrington () as to the Ocean 3D Data (i) or in respect of Arrington’s reliance upen the
Occan Evaluafion Material.  Asmington shall keep the Ocean Evaluaticn Matenial
confideanal; provided bowever, that such obligstion of confidenality shall not apply to sball
not apply 1o informarion which () was of becomes availabk © the public other thaa as a
result of a disclosure by Arriogton, (i) was of becomes available o Amingtcn og 2 non-
confidontial basis fem a source other than Oczan, provided that such source is oot known by
Arringwn to be beund by a confidentiality agresmmant with Ocean or otherwise prchibited
from traasmiting the inoformarioa by a conmactual, legal or Sduciary obl.tgaﬁcﬂ, () was
within Arrngten’s possession prior @ its being farnished by Ocean, (v) i doveloped or
derived without the aid. application or use of the Oczan Evaluation Mazzrial (v) is disclosed
following receipt of thz writhen coasent of Gczan to such disclosure being made, or (V) is
disclosed pursirant w0 Paragraph 8 hereaf

8. In the cvenr that Amington is requeswed ot required (by oral quesdoas, intrxogatones,
requests for informarion or documents, subpoena civil investigative derpand or otber process)
w disclose any of the Qczan Evaluaticn Materal, Armingron agrees thae it will provide Ocean
with prompt notice of any such request or requircnent (writen if practcal) so that Ocean

may seek am appropriate protactive order of waive cornpliance with the provisicns of this
ASTCJT‘@! If, Gailing the entry of a protective order or the receipt of 3 waiver herzunder
prior 0 the time such disclaswre is required o be made, Arringtoa may disclese that portca
of the Occaa Evaluation Matzrial which Amipgton’s counsel advises that i is campelled 10
disclose and will exercise reasanable efforts to obtam assurance that coofidential weatmest
will be accerded to thar portien of the Gezan Evaluation Materal which is bang disclosed.
Ocean agrees that Arrington shall have po lability heraunder for any disclosure of the Oczan
Evaluation Mazrerial made in comphance with tis Paragraph 8.

cimiiaeam = maca- 7as7/00
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9. It iz not the inteation of the pudes © creale 3 parterchip, nor shall Qs agresment be
coostrued as creafisg 2 mining of otier partsership, joinr vexture, ageacy tslacnship or
cther assocation, or to reader the partiss labke a3 partacrs, co-vemmanms of princpals,
Unless provided for o e coatrary in e Opeacng Agroctat, (i) the lability of ®e partics
stall be several not joint or coflectve and (L) each party shall te responsible ealy for its
cbligations, and shall be Lable only for its propordanate shars of the cost, i any, © be
tncurred berrander. No party shall bave any Labilicy herauedze to third parties o satisty the
default of any otbec party in the paymeat of ay exp=msc or obligaticn.

lo.mwmmmpamﬁngham, wchudng, Wt net liwized o, mat=s of
p=ionance, non-performance, breach, remedics, procedures, tights, dutics and int=rpreStion or
consucticn, shall be governed and determined by the law of the St of Toas. THE
PARTIES HEREBY CONSENT TO THE EXCLUSIVE VENUE OF THE PROFER
STATE OR FEDERAL COURT LOCATED IN MIDLAND COUNTY, TEXAS, AND

. HEREBY WAIVE ALL OTHXR VENUES.

11, This Agreomet, the Exhibirs and Schedudes bereo and the Operating Agreement sex forh all
ucderstasdings beaween the parties respecting the subject matter of this transacsioa, aod all prior
agreements, undorstaodings and rcpreseomticns, whether aral or wiiwen, respectng this

12. This agreement shall be binding upon and shall ipwe to te benefit of the partcs and deir
TeSpOCTvVe RUCLCSICTY and permitted assigns and the wrms boreof skall bo decmed w run with the
lards described bermtn.  If any traasfer is effeced by a party pursuant © the tayms of this
agreement, ot by any of its successors or assigns, the taaskr will be made expressly subject
tis agreoment, and the wamsfrror shall remain respensible for the obligatons of the transteree
tntl the gansferes oxpressly assumes o wrking alt of the existing duties and cbliganons of the
tanseror,

13. This agroooent may nax be alvered of amended, nor agy rights bereundex waived, excopt by an
instrumant, in writing, execued by the party o be charged with sixch amesdment or waiver. No
warver of any other werm, provision of candition of this agremment, in any oce of more instancss,
shall be deaned © be, or construcd as, a further or comtinuing waiver of aay such term, oter
provisico of condition of as a waives of any other term, provision or cooditicn of this agremment.

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

15S. If any provisica of this agreernemt is invalid, dlegal ar incapable of being caforced, ail other
provisicas of this agreemene shall acvertheless remain in full o aad erer, so loog 3s the
economic or legal substance of the Taasactions comemplared berehy is neoc affected in 2
mazenally adverss manner with respect w eitber party.

~~~~~~ mmczr Tvi re:gr 20/98/20
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If this pm}?cr}ysc‘.s forth your waderstanding of our agreemext, please 5o indicate by sigmng 18 the
space provided below, ard returming to my atesntion.

AN
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Yours truly,

DAVID H ARRINGTON OIL & GAS, INC.

W::»/(z |

David H. Accington
President

DDAxd

] - (%} .née
ACCEPTED AND AGREED THIS zf#g\ DAY OFS%BEI(ZQOL
OCEAN 7\( INC.

By: / / 0«/
Frk Wood jQ?\/\
Armxney-in-Facxx

N
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Schedule | 1o that certam Leoter Agreemant,
by and between Occan Eaergy, Inc., a Loutsiama corporatica
and David H. Amingzon OU & Gas, Inc,
dated a5 of Septamber 10, 2001

1. Farmout Agreement, dated as July 23, 2C0l, by and botween Occan Energy, Iuc, 2
Louisiana corporation, as Farmee, and Braasx Rezourcss, Inc., as Farmor, as amecded by
that certain Lemer Agrecment, dated as of Augast 14, 2001, armached herew as Exbibels B-1
aod B-2;

2. Farmcut Agreemuenr, dated as July 23, 2001, by and betweea Oczan Encgy, Iac, 2
Louisiana corporaticn, as Farmee, and Sttes, Inc. and B.B.L,, Lad., as Farmor, as armended
by that certain Letier Agreement, dared as of August 22, 2001, amacked hereto as Extubits
C-1 and C-2;

3. Fanuout Agreemenr, dated as July 23, 2001, by and between Oczan Enargy, Inc, a

Louisiana corporation, as Farmoc, and Judith White, Trustee', as Fammor, as amended by

- thar certain Lewer Agroanent, dared as of August 15, 2001, atrached hereto as Exhibit D-1
and D-2;

4. Farmout Agreement, dated as July 23, 2001, by and between Ocean Energy, Inc, a
I ouisiana corparation, as Farmee, and Slash Four Enterprses, Inc., as Faror, a5 amended
by that certain Lenter Agreement, datad as of Angust 15, 2001, attached hereto as Exhibit D-
1 z0d D-Z; :

5. Fammout Agreemcnt, dated as July 23, 2001, by and betweea Occan Encrgy, Inc., a
Louisiana corporation, as Farmee, and Pabe O & Gas, as Farmor, s amended by that
cermin Leter Agroement, dated as of August 1S, 2001, atrached hereto as Exhibit D-1 and
D-2;

6. Farmout Agreement, datzd as July 23, 2001, by and between Oczan Eoergy, Inc., 2
Louisiana corporation, as Fammee, and Pbelps White, III, as Farmor, amached Berewo as
Exhibit E;

7. Fanmout Agreement, dated as July 23, 2001, by and berwoen Ocexn Enesgy, [o=, 2
Louisiana corporation, as Farmec, and David R, Gaonaway, as Farmor, sttached bersto as
Exinbiz F; and

8. Fammout Azreement, dated as July 23, 2001, by and between Ocean Energy, Tac, a Lovisana
corparation, as Farmee, and ICA Encrgy, Inc., as Farmor, as amended by that certa Leaer
Agreerna, dated as of August 15, 2001, arached hereto as Exhibia G-1 and G-2.

AamTn=on~TaT TV 0O 20/93/30



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!LC?REVJE RN
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 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 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
ABOQO Petroleum Corporation
Myco Industries, Inc.

105 S. 4™ Street

Artesia, NM 88210
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