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Participation and Farmout Agreement between Robest E. Landrcth and Devor L C0"‘3'='RVATIOI\1 EXAMINE
Rio Blanco Pros se No.13048 Exhip,; R
o pect Submitted By o1t No. -L?

Lea County, New Mexico Devon Ener

Heanng Date: g/{;nl 1%du2ci)%130n o

Note: Changes to Devon’s draft have been nnderdined.

Robert E, Landreth, 505 N. Big Spring, Midiand, Texas 79701, (hereinafier referred 1o as “Landreth”) is the
owner and holder of certain ofl and gas interests located in Section 4, Township 23 South, Range 34 East, Lea County,
New Mexico. Devon Encrgy Production Company, L P., 20 N. Broadway, Suite 1500, Oklahoma City, Oklahoma 73102
(hercinafter referred to as “Devon”), and Landreth have agreed 1o terms by which Devon way eam an undivided intcrest
in said oil and gas interests from Landreth (Devon and Landreth may each be referred to herein as a “Party”™ or be
collectively referred to herein as the “Parties™). The terms agreed to by the Partties as set forth in this Participation and
Farmout Agreement (“Agreement™) follow:

1 SUBJECT LEASES:

Thergmﬂ:atLandrethownsodandmlmseholdmmandmmgm‘msofoﬂﬂ@m
(Leascs™) covering lands in S@on 1, :128—R34E Lm Coumv, Ncw Me:auo Lherem refened MM

suﬂi ient to entitl ivided 62.5% !
letotheComractArm whchmmaasandlmmemefuﬂydescﬁbcd
onE\'hibit“A”auachcdhmoandmadeapanbcmfforallpwposcaandarehmmnaﬂerre&nedm as the “Leases™.

2 SEISMIC DATA REVIEW:
Upon execution of this Agreement by the Paries, Dcvon shall make available for Landreth’s review,

: WcsmGeoosSouthmeeaPhascl&Dsusuncd'nR(“Dam)onlyinsofarassaidDatacoversSecuons345678,9
and 10, T23S-R34E, t with (a) a single north-south fine the Rio Blanco Fed Com #1 in the
Mog‘tandcndmgalgmmtl%mnlsnnnhoftheGauchoUnit#lg' theNFJ4Sccl.xon29,ms-R34§and(!_>)a
single east-west linc passing through the Gancha Unit #1_and extending two miles on either side of that well, for the

of allowing a data tie-i Devonian i that well. with hetic seismo; ithin the data
review area. Devon will make said Data availahle to Landreth, or his agent, on weekdays duting normal busingss hours,
subject (0 Landreth providing Devon forty-cight (48) hours prior written natice. Landreth’s right to review said Data
shall be limited to the cxtent that such review relates to opcrations contemplated under the terms of this Agroement.
Landreth’s right to review said Data shall (cnminate one (1) year fram the datc of this Agreement.

3. Same as Devon’s draft
4. TEST WELL: '

OnorbeforeMayl 2003, Dcvonmlleommenoeormuscmbemmmcncedm—enﬂyanddlﬂﬁngopemﬁonsm
the Rio Blanco “4” Federal COM# 1 Well (“Tcst Well™), located 1,980° FNL and 1,980° FWL of Section 4, T23S-R34E,
Lea County, New Mexico, and pursue such drilling opcrations with due diligence to a depth of 15,0007 subsurface or a
depth sufficient to adequately test the Devonian formation, whichever is the Jesser depth ("Objective Depth”™). The
Parties agree that the spacing unit established for said Test Well will be the N/2 of Section 4, T23S-R34E. If during the
re-entry or drilling of the Test Well. Devon shall encounter granite or any other practically impenctrable substance or
encounter mechanical difficnlties or if the hole is lost for any reason not reasonably within the control of Devon, Devon
shall have the right to abandon fhe ve-entry effort.  Should Devon do so. the Parties shall immediately meet and agree
mnalowhon for a new well atthemostfzvoggle gcolgg!c location. andDevoggg;nnmcdm__cy_u_ﬁleM_&w

ell 2 fc : g 1o drill sajd well 3 11 :

AFE for the drilling of said well._In the alicmative, Devon may elec! o terminae this agrecment and its rights to Te-
enter/drill and earn hereunder. In the event that the Partics agree to a new well Jocation. the intercsis carned by Devon
increase

from Landreth on the Minimum Interest and any Additionsl Interest, shall i from 2/3rds 10 3/4ths.

5. Same as Devon’s draft

6. TEST WELL COST AND EXPENSE OBLIGATIONS

All of the costs, risks and expenses of dnlling, lcsting, completing and equipping the Test Well which are
attributable 1o the Minimum Interest and, if applicable, the Additional Intercst shall be home by bome by Devon;
provided, however, Devon's responsibility for the total of such costs attributable fo Landreth’s carricd 1/3™ intcrost
therein shalf be limited 10 125% of the total costs set forth in the Awhority For Expendibme (“AFE™) attached hereto as
Exhibn“C"whmhareamibmblcmsmhmmcdlﬂ"’im At the point in time when it appears that the original AFE
wzllbcov "5%. nshallsmmnta lunuualAFE.@_t!Landrethshnuhave]g

revmnsl mcmrncdmwaﬂnn ses in ex ofl 5% ori] L elects he

shall have another clection_to go non-consent when expenditiors cxcecd 150% of the original AFE. Al other costs,
inchyding without imitation costs of operation and production, shall be borme by the Parties as provided in the Operating

Agpreement.
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7. AREA OF MUTUAL INTEREST
(@) In item (d), line 1, after the words “‘separale operatling agreement.” add the words “identical 10 the one
anached hercto as Exhibit “B™.

ADDITIONAL PROVISIONS

@) Ummysmnmundamstgtemmwhﬂebmenﬁﬂswehmmma)wmmewysa
out in paragraph 4 or b) commence a replacement well, as provided for in said paragraph, Devon agrees (o either join in
any re-entry or new well proposed by cither Landreth, EGL Resourecs, Inc., of any assignec thercof or assign its intercst
in all of Section 4 to Landreth and EGL Resources, Inc. in the relative proportions of the interests of those two Parties in
Section 4 as of the date of this Agreement.

(®) Devon agrees to make available to Landreth, on a carrent basis, all information gathered in the drilling of any
well in Section 33, T22S-R34E. including, without limitation, daily duilling reports, vegulatory flings, open hole logs
including dip meter and mmd log, testing information, etc.

(c) Devon agrecs not 1o alicr or amend the curvent gas gathering contract with Conoco covering amy well or
acreage in Section 4 in a3 way which would increase the fransportation, gathering or other charges from the cumrent
contract, prior to the expiration date thereof, without Landreth’s consent.

(d) Devon agrees to make prompt contract arrangements for the sale of gas from any well completed in Section
4, and to prompily conmect any such well to pipeline.

(e) Prior to completion of any well for which it is opemtor, Devon shall snbmit a recommended completion
procedure to Landreth. Recognizing that the Devonian is a water drive reservoir and that the oilfwater contact is likely to
be unknown, Devon agrees 10 grant Landrcth rcasonabic input in the completion proccdure and the manncr and ratc at
which the well is produced. Since additional wells may be drilled in the same reservoir in which Landreth has no interest,
Devon covenants and agrees to produce any well in Scction 4 in 3 manner and at ralcs which will allow it 1o recover
its/their fair share of reservoir reserves.

(B Dcvon agrees that any well drilled in Section 33 must be at least 1,320’ FSL of Section 33.

[g)h\thccvcmDevml’ulstommmencethere—enuyopemnmbyMayl nmllnansferorassxgnnsappmved
APD and any other regulatory approvals for the rc-cntry opcration o cither Landrcth or EGL Resourccs, Inc
immediately upon request.

(h) Some provision (to be negotiated) to cover the situation whereby the re-entry resulis in a marginal well or
watcrs out and Section 4 is being drained by other wells in which Landreth bas no interest  Would need to be able to
propose and drill another location.

CTRVITES ]



