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February 3, 2000

KCS Mcdallion Resources, Inc.
7130 South Lewis Avenue
Suige 700

‘Tulsa, OK 74136-3489

Allenton: Tim Wilson

Re: State #2-7 (Mosicy Canyon Prospect)
Scction 7-24S-25F
Eddy County, New Mezico

Gentiemen:

Reference is madc to thst cernain Lener Apreement dated Decemnber 20, 1999 ("Letrer Agrecment”) by and
between Devon Energy Corporation (Nevada) (hereinaftar referred to as "Devon™) and KCS Medallion Resources.
{uc. (hereinaller referred o as "KCS™) covering the cuptoned lands. Tn accordance with aur recent discussions
regarding this project, Devon und KCS hereby zgres to amend said Letler Agreement as follows:

Article IIT, Opcrations, Sectiun 3.1- Devon shall be the QOperator for the Unit and any subsequent wells
drilled by the Parties on the lands described in Exhibit "A" pursuaat o a mutually 3greeable Operating
Agreement (0 be exccuted on or before March 1, 2000 (the "Operadng Agreement™).

Arficle 11, Test Well, Section 2.2, Payment - Within forty-eight (48) hours aller reccipt of written notice
from Devan of the spudding dare of the Test Well, KCS shall forward ane hundred percent (100%) of its
fifty percent (S0%) cast share to Devon of the estimated dry hole costs as set forth on the AFE attached
hereto as Exhibit "B by corporate cheek viz ovemight delivery service or wire mransfer. [Note: Exhibit
"B~ atached hereto shall supercede and replace that cermin AFE attached as Exhibit "B” o the Lener
Agreement.)

Within forty-eight (48) hours of KCS' clecrion w0 parmicipate in completing the Test Well, KCS shall
forward one hundred percent (100%) of irs [ifly percent (30%) cost share w XCS of the csumated
completion costs set forth on the AFE attached hereto as Exhibit "B" by comparate check via avernight
delivery service or wire ransfer,

The parties hereto do further agree that this pre-pavment provision shall also 2pply 1 any subsequesnt wulls
drilled within the AML

Should KCS fail 10 umcly pre-pay it proportionate share of dry holc costs or completion costs for the Test
Well or any subsequent well as providid herein, KCS' interest will be deemed non-consent and shall be
subject to the tarms and condidons of the Operating Agreement.

Article 1, Test Well, Section 23, Failure to Comnmence Test Well — Should operations for drilling of the
Test Well not be commenced an or before March 2§, 2000, then KCS shall have the oprion w be
reimbursed for its share of any and all costs previously paid by KCS to Devon related 1o the iaterests. Such
reimbursemneat shall be made within fifteen (13) days from wrimen receipt of KCS notice. Further, in the
cvent the Test Well is not commenced as referenced above, this Agreement and the Operating Agrzement
provided for in Article 1T, Section 3.1 shall rerminaie and be of no further force and cifvet.
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