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Ol AND GAS EXPLORATION

. A40S N. 81G SPRING, SUITE S07 MIDLAND, TEXAS 797¢C1 (915) 684-478) Pax# 1915) B4-4782

March 21, 2003

VIA FACSIMILE: 405-552-8113
Devon Energy Corporation

20 Broadway

Oklahoma City, OK 73101-8260

Attn: Mr. Richard Winchester

Re:  Rio Blanco Fed Com #1 Re-Entry
Lea County, NM

Richard,

EGL Resources, Inc. and I have filed our own application with the NMOCD on the issues of opcmmrshig 640
acre spacing, and compulsory pooling for the captioned well. Qur application will be heard with Devon’s on

April 10.

Obviocusly, Devon feels that it will prevail at the hearing. Equally obvious is that we feel just as strongly that we
will prevail. That is always the way it is when it comes to legal proceedings, so this letter is probably a wastc of
time. However, we would still be willing to try to work out an agreement, rather than having to spend the ncxt
two wecks preparing for a hearing.

' " I also think we both necd to recognize that there are several areas in Lea County, New Mcxico where we need to
be working together, rather than in conflict, in the future, and I think we are getting off on the wrong foot with
what has happened alrcady on Rio Blanco. In my opinion, Devon has taken what was our prospect, tumed it
into your prospect, and is trying to run the show. I don’t respond very well under those circumstances.

Nevertheless, I am willing to make a stab at working this out. Lct’s start with the basics. Our bottom line is a
640 acre working interest unit for the rc-cntry, as Devon originally proposcd, for tights from the base of the

" Morrow to the basc of the Devonian, with development of the prospect to proceed under pool nules for the North
Bell Lake Devonian pool. EGL and myself are not interested in drilling multiple wells to drain thc same
reserves, but we can put appropriate language in the Operating Agrecment to allow the flexibility to drill another
Devonian well in Section 4 to protect from drainage.

Smce farmout terms are now off the table under Devon’s Fcbruary 28 letter, our options are to join or be force
pooled if Devon prevails at the OCD, and we are prepared to accept that outcome. If Devon is willing to agree
to 640 acre spacing and a 640 acre working interest unit in Section 4 in return for operatorship, we will agree to
cither join or go nan-consent as to all or a portion of our interests under the terms of a mutually acceptable
operating agrecmcent with the typical 100%-300% penalty language. No sense discussing other dctails at this
point if the above is not agreeable. The courtcsy of an early reply is requested..

%E Landreth

Concur: EGL ces, Inc.
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