AGREEMENT FOR SETTLEMENT OF CLAIMS
AGAINST DEVON ENERGY PRODUCTION COMPANY, L.P.

This Agreement for Settlement of Claims Against Devon Energy Production Company, L.P,,
(“Agreement”) is made between Robert W. Scott, individually and as Managing Member of R.
W. Scott Investments, LLC. and also acting in his capacity as proposed class representative
(“Plaintiff”), and Devon Energy Production Company, L.P., (“Devon as defined below™):

RECITALS

WHEREAS, Plaintiff filed a suit against Devon in Wyoming State District Court for
Sweetwater County (“Court”), Civil Action No. C-01-384, alleging private claims and class
action claims seeking, among other things, declaratory, injunctive and compensatory relief
(“Class Suit”);

WHEREAS, Devon has paid royalties, overriding royalties and/or other non-cost bearing
interests on gas, casinghead gas condensate and natural gas liquids, but excluding any coalbed
methane for all purposes of this Agreement (collectively “Hydrocarbons™) produced from certain
wells within the State of Wyoming listed in Exhibit A, and may pay royalties, overriding
royalties and/or other non-cost bearing interests on Hydrocarbons from wells drilled after April
1, 2004 on the same leases as the wells identified in Exhibit A or from wells in the units,
participating areas, communitized areas or pooled areas in which such leases are now or
hereafter included, in whole or in part (collectively, “Devon Wells”);

WHEREAS, Devon has paid and may pay royalties, overriding royalties and/or other
non-cost bearing interests to the specific payees set forth in Exhibit B (“Royalty Payees”) for
Hydrocarbons produced from Devon Wells (“Royalties”);

WHEREAS, the Plaintiff made private claims in the Class Suit against Devon for alleged
violations of the Wyoming Royalty Payment Act, Wyo. Stat. §§ 30-5-301 to 30-5-305, arising
from alleged improper deductions from Royalties for costs of production as defined by that Act,
including without limitation, the cost, expense or value of fuel consumed or services performed
by Devon or various third parties for transportation, gathering, compression, pressuring, heater
treating, dehydration or separation between the wellhead and the outlet of a processing plant or
the inlet of a Pipeline (“Disputed Deductions™).

WHEREAS, Plaintiff made claims in the Class Suit against Devon for alleged interest
due to Plaintiff for non-payment of the Disputed Deductions pursuant to Wyoming law,
including without limitation Wyo. Stat. § 30-5-303(a) (“Statutory Interest”);

WHEREAS, Plaintiff made claims in the Class Suit against Devon for amounts due for
failure to account for and report Disputed Deductions and other information under Wyoming
law, including without limitation Wyo. Stat. § 30-5-303(c) (“Reporting Claims”);



WHEREAS, Plaintiff made claims in the Class Suit against Devon to recover all court
costs and reasonable attorney’s fees incurred in the Class Suit to prosecute individual and class
claims, including those provided in Wyo. Stat. § 30-5-303(b) (“Attorney’s Fees™);

WHEREAS, Plaintiff will seek certification of a class in the Class Suit, including
Plaintiff, under Wyo. R. Civ. P. 23(b)(2) for declaratory and injunctive relief, and a class under
Wyo. R. Civ. P. 23(b)(3) for money damages allegedly due to Royalty Payees arising from
Disputed Deductions, Statutory Interest, Reporting Claims, Attorney’s Fees and Valuation
Claims allegedly owed by Devon to the Royalty Payees;

WHEREAS, Plaintiff contends that Royalties have not been properly valued or paid
(“Valuation Claims™); :

" WHEREAS Devon contends that it has fairly and properly valued and paid Royalties to
the Royalty Payees based upon the fair market value proceeds for its production and sales of
Hydrocarbons and believes that it has fully complied with its reporting obligations;

WHEREAS, Devon denies all of the allegations in the Class Suit and denies that it has
violated the Wyoming Royalty Payment Act, violated any other law or breached any contract or
other agreement with or obligation owed to the Royalty Payees, and denies any and all liability
for the claims the Plaintiff and Royalty Payees allege; '

WHEREAS, Devon contends that it has overpaid Royalties to the Royalty Payees for its
production and sales of Hydrocarbons (“Devon Claims”)

WHEREAS, all parties to this litigation recognize that they will expend substantial
resources in continuing this litigation;

WHEREAS, Devon has made certain Representations concerning information provided
to Plaintiff relating to Royalty Payees’ interests and Plaintiff has relied on such Representations
as well as other information independently obtained by Plaintiff’s Counsel from various sources
in determining that the settlement terms set forth herein are in the best interest of the proposed
Settlement Class;

WHEREAS, the Parties desire to preserve and not seftle certain specified Reserved
Claims as that term is defined below;

WHEREAS, except for the Reserved Claims so defined, the Parties desire to settle and
resolve all past claims so that the Plaintiff and the Settlement Class Members are bound by a
release of past claims against Devon associated with its valuation, payment and reporting of
Royalties to the Royalty Payees for production from the Devon Wells;

WHEREAS, the Parties also desire by this Agreement to establish mutually agreeable
Royalty valuation, payment and reporting procedures to govern future Royalties so as to help
eliminate future conflict or litigation over Royalty valuation, payment and reporting, and which
will be binding on the Parties and on the Settiement Class Members as to future Royalties paid
and reported by Devon for Devon Wells;



WHEREAS, Devon has or will pay Royalties pursuant to various agreements, leases,
royalty conveyances, instruments or other writings that grant or reserve or create or define the
royalty, overriding royalty interests or non-cost bearing interests owned by the Plaintiff and by
the Royalty Payees (collectively “Instruments”);

WHEREAS the Class Suit raises disagreements between the Parties concerning the
meaning of the royalty provisions of the Instruments, and concerning the meaning and/or
application to those Instruments of definitions contained within the Wyoming Royalty Payment
Act;

WHEREAS, for future purposes, the Parties wish to agree on a Royalty payment
methodology using a method to be called the Future Royalty Payment Methodology that shall
apply to all of Devon’s future Royalties to be paid by Devon to the Settlement Class Members
for Hydrocarbons produced after January 31, 2004 from Devon Wells in which Devon has an
interest which, the Parties have agreed, will satisfy the requirements of the Instruments and the
Wyoming Royalty Payment Act regardless of any variations in the terms and provisions of the
Instruments; and

WHEREAS, the Parties wish to establish a format by which Devon may report such
future Royalties without risk of incurring Future Reporting Claims using a reporting format to be
called the Future Royalty Reporting Format as defined in this Agreement;

NOW, THEREFORE, for good and valuable consideration to the Plaintiff and Settlement
Class Members as provided in this Agreement, and in reliance upon the Representations
provided by Devon, the parties agree as follows:

" 1. DEFINITIONS

The following definitions shall apply solely for purposes of this Agreement and any
pleadings, motions or documents used to implement this A greement:

1.1 “Administration Costs” shall mean all actual and reasonable administrative costs
of printing and mailing class notices, producing and mailing settlement checks,
and producing and mailing form 1099 tax information.

1.2 “Approval Event” shall mean the earliest date on which all of the following
conditions are met:

1.2.1 Settlement Class Notice has been provided to Potential Settlement Class
Members by mail or as the Court may otherwise determine is appropriate.

122 The Settlement Order and Judgment approving the terms of this
Agreement has been entered and



13

14

15

1.6

1.7
1.8

1.9

1.2.2.1 The time for appeal of any objections to the Settlement Order and
Judgment has expired without appeal; or

1.2.2.2 The Settlement Order and Judgment has been affirmed following
any appeal by an objecting party. In the event such an appeal is
filed but on grounds which the Plaintiff and Devon agree should
not preclude completion of the settlement, they may agree in
writing to waive this Paragraph 1.2.2.2 and consider the Approval
Event to have occurred.

“Attorney’s Fees Claims” shall include Attorney’s Fees as set forth in the
Recitals and shall include Attorney’s Fees for future benefits procured for
Settlement Class Members but shall not include fees that might otherwise be
incurred in enforcing this Agreement.

“Demarcation Point” shall mean the “Pipeline” as defined in Paragraph 1.25.

“Devon” shall mean Devon Energy Production Company, L.P., and Devon
Energy Production Company, L.P. as successor in interest to Devon Energy
Corporation (Nevada), Devon SFS Operating, Inc. as successor by merger to
Santa Fe Snyder Corporation, and as successor by merger to Kerr-McGee North
American Onshore, Inc. '

“Devon Additional Released Parties” shall mean Devon’s parent, subsidiaries,

~ predecessors-in-interests, successors-in-interest,  affiliates, divisions, officers,

1.9.1

directors, shareholders, employees, agents, and attorneys. The term shall also
include individuals and entities for whom Devon has paid Royalties on production
from Devon Wells if and.to the extent such Royalties for which Devon made
payment are reflected in the electronic information provided to Plaintiff and shall
include such individuals and entities for Royalties paid by Devon on their behalf
in the future.

“Devon Claims” shall have the meaning found in the Recitals.

“Devon Payable Settlement Sum” shall be the sum of (1) the Devon Settlement
Amount payable to Settlement Class Members pursuant to this Agreement less the
amounts attributable to Opt-Out Claimants which shall be returned to Devon; and
(2) the interest earned on Devon Settlement Amount after deposit in the escrow
account as set forth in Paragraph 2.3 of this Agreement.

“Devon Settlement Amount” shall be Six Million Two Hundred Thousand

Dollars ($6,200,000.00) consisting of:

Two Million Three Hundred Ninety-Five Thousand Two Hundred Thirty
Nine Dollars (US$2,395,239.00) for settlement of individual and
Settlement Class Hydrocarbon Royalties Claims through January 31,
2004,



1.9.2

1.93

1.94

1.10

1.11

1.12

1.13

1.14

1.15

1.16

One Million Eight Hundred Ninety Four Seven Hundred Sixty One
Dollars (US$1,894,761.00) for settlement of individual and Settlement
Class Reporting Claims through March 1, 2004 with allocation for
reporting occurring (i) between August 16, 2000 through March 1, 2004 to
be One Million Three Hundred Fifty Three Thousand Four Hundred One
Dollars ($1,353,401.00) and (ii) prior to August 16, 2000 to be Five
Hundred Forty One Thousand Three Hundred Sixty Dollars
($541,360.00).

One Million Eight Hundred Sixty Thousand Dollars (US$1,860,000.00)
for settlement of all Attorneys’ Fees Claims.

Fifty Thousand Dollars ($50,000.00) for settlement of all Litigation Costs
as defined in this Agreement that shall include the fees and costs of the

Personal Representative in the amount of Fifteen Thousand Dollars
(815,000.00)

“Devon Suit” shall mean all individual claims and Settlement Class Claims as
alleged in the Class Suit against Devon. ‘

“Devon Wells” have the meaning found in the Recitals.
“Disputed Deductions” shall have the meaning set forth in the Recitals.

“Distribution Check” shall mean a check, with Endorsement Language, payable
to a Settlement Class Member to accomplish distribution of the net amount that is
payable to such Settlement Class Member pursuant to this Agreement.

“Distribution Date” shall mean the date of the Distribution Check payable to
each Settlement Class Member.

“Endorsement Language” shall be the release language contained on each
Distribution Check to a Settlement Class Member which states: “In full accord,
satisfaction and payment in full for Payee’s Settled Claims as Settled Claims are
defined in the Settlement Agreement with Devon Energy Production Company,
L.P. and for the future undertakings provided in Paragraph 2.10 of the Settlement
Agreement. A copy of the Settlement Agreement and Notice of Settlement may
be obtained from Class Counsel, Balzer Carman Murdock LLC, 139 West Second
Street, Suite 1-B, Casper, Wyoming 82601 or from the internet website specified
in the Notice of Settlement.”

“Future Hydrocarbon Royalties Claims” shall mean all claims for Disputed
Deductions, Valuation Claims, Statutory Interest, and Attorney’s Fees for
Royalties paid to Settlement Class Members attributable to Hydrocarbons
produced from Devon Wells after January 31, 2004.



1.17 “Future Royalty Payment Methodology” for Royalties paid on Hydrocarbons
produced after January 31, 2004 shall mean the following:

1.17.1

1.17.2

1.173

1.174

1175

Except as specifically hereinafter provided, for Hydrocarbons, Future
Royalty Payment Methodology shall mean that royalty payments shall be
based upon the total proceeds received from the first arms-length sale(s) to
a non-affiliated third party less Permitted Deductions defined in Paragraph
1.24. Other than Permitted Deductions, there will be no deduction for
services upstream of the Demarcation Point.

In no event shall Devon consider a sale or transfer of title to an affiliate or
a related entity in determining the royalty value.

Except as otherwise provided in Paragraph 1.17.5, in the event of (i) a well
head sale or (ii) a sale prior to the inlet of the processing plant, or (iii) a
sale prior to the entry into the Pipeline of gas which is not processed, the
Future Royalty Payment Methodology shall mean Royalties shall be based
upon the product of the MMBtus measured at the Measuring Point as
defined in Paragraph 1.24.1 times the Index Price as defined in 1.17.8 less
Permitted Deductions.

Except as otherwise provided in Paragraph 1.17.5, for all sales where the
quantity and/or price received for the gas or liquids is reduced for services
performed prior to the Demarcation Point, including sales pursuant to
Percentage of Proceeds contracts, the amount upon which royalties are
paid shall be the actual price received plus the value of services performed
prior the Demarcation Point, excluding the reasonable and actual direct
cost of processing gas in a processing plant.

For gas sold under an existing Percent of Proceeds (POP) contracts
identified by Devon to Plaintiff as Devon Contract dated 1-1-97 (Number
1591) for the House Creek Area; Woods Contract dated 10-10-77
(Number 1423) for the Kitty Muddy Area; Woods Contract dated 9-14-81
(Number1471) for the Pine Tree Area; Pure Oil Contract dated 3-31-50
(Number 1372) for the Worland Area; SOCO contract dated in 1997
(Number 1607) for the Wind River Riverton Lag Area; Kemr-McGee
Contract dated 3-11-59 (Number 1661) for the Wind River Beaver Creek
Lag Area; and Kerr-McGee Contract dated 6-6-60 (Number 1678) for the
Wind River Beaver Creek Lag Area, the Future Royalty Payment
Methodology shall mean the total proceeds due to Devon under such
contracts, plus $.07 per MMBHu of the residue gas allocated for redelivery
under the contract. There will be no additional deductions for services
upstream of the Pipeline into which the residue gas is transported other
than the percentage of the proceeds retained by the service provider.



1.17.6

1.17.7

1.17.8

For condensate extracted by Devon prior to the processing or sale of the
raw wellhead gas, Future Royalty Payment Methodology shall mean the
total proceeds received from the first arms-length sale to a non-affiliated
third party less Permitted Deductions.

For natural gas liquids extracted by or for Devon at a Processing Plant and
sold by Devon separately from the residue gas remaining after processing,
Future Royalty Payment Methodology shall mean the total proceeds
received from the first arms-length sale to a non-affiliated third party less
Permitted Deductions.

“Index Price” for the purposes of Paragraph 1.17.3 shall mean (1) the price
as published in the first-of-the-month edition of Inside F.ER.C’s Gas
Market Report for the production month for which Royalties are paid for
the Pipelines to which the well(s) are connected or (2) if there is no such
connection, the_price as published in the first-of-the-month edition of
Inside F.E.R.C’s Gas Market Report for the production month for which
Royalties are paid for the nearest and appropriate Pipeline.

1.18  “Future Royalty Reporting Format” shall mean the reporting of Royalties paid
according to the Future Royalty Payment Methodology to the Settlement Class
Members according to the following content and format:

1.18.1

1.18.2

1.18.3

Devon will provide Settlement Class Members with a monthly check stub
or remittance advice which shall specifically show information as

* provided in the Future Royalty Payment Methodology and at a minimum

contain the information set forth in Exhibit G. The Future Royalty
Reporting Format shall be implemented within ninety (90) days from the
Approval Event.

Each Settlement Class Member shall have the right to receive information
electronically via the Oildex website at no charge, with no obligation to
accept royalty payments in any form other than a check. Each Settlement
Class Member may elect, in writing, to receive information only in
electronic form and in such case, Devon may rely on such election as
satisfaction of the obligations of this agreement as it pertains to the Future
Royalty Reporting Format and the Future Royalty Reporting Methodology
as long as said electronic information conforms to the requirements of this
agreement.

Devon will provide, on or before March 15, information for royalties paid
in the preceding calendar year commencing with the 2004 year production

. that reflects the volume of gas used as fuel or vented, flared or lost

between the well head and the custody transfer meter for each property



1.19

1.20

1.21

1.22

1.23

1.24

name and number reported to the Settlement Class Member during the
prior calendar year. The information concerning such gas usage shall
substantially be in the form of Exhibit H. The volumes not measured may
be estimated by Devon. Further, on Devon Wells not operated by Devon,
Devon may request and rely on the operator’s estimate. If an operator’s
estimate is not provided, Devon may provide an average estimate of
Devon Wells operated by Devon in closest proximity to the non-operated
well(s). It is understood that Devon makes no representation as to the
accuracy of such estimates.

“Hydrocarbon Royalties Claims” shall mean all claims that were or could have
been alleged for Disputed Deductions, Valuation Claims, Statutory Interest and
Attorney’s Fees for Royalties paid to Settlement Class Members attributable to
Hydrocarbons produced from Devon Wells prior to February 1, 2004.

“Litigation Costs” shall consist of all other costs of litigation incurred by
Plaintiff or Class Counsel as well as the Class Representative Fee, and
Administrative Costs in excess of Seventy-Five Thousand Dollars ($75,000.00).

“Opt-Out Claimant” shall mean a Potential Class Member who submits a timely
and valid request for exclusion in accordance with the Order of Preliminary
Approval and the Notice of Settlement, and who does not revoke that request for
exclusion from the Settlement Class in writing in accordance with the order of the
Court. Such requests for exclusion shall apply to all Opt-Out Claims that an Opt-
Out Claimant has against Devon.

“Opt-Out Claims” shall mean those Settled Claims that belong to Opt-Out
Claimants. Opt-Out Claims are not settled by this Agreement.

“Parties” shall mean Devon and Plaintiff.

“Permitted Deductions” shall mean the following:

1.24.1 For gas, casinghead gas and residue gas, excluding coal bed methane,

Permitted Deductions shall mean (1) fuel consumed, vented, flared, or
used on the lease, unit, communitized or pooled area, whichever is
applicable, prior to the custody transfer meter closest to the Devon Well
(“Measuring Point™); (2) the reasonable and actual direct costs associated
with the processing of gas in a processing plant (including actual
shrinkage and fuel for processing); (3) the reasonable and actual direct
costs incurred for transporting gas from the Demarcation Point to the point
of sale; and (4) taxes.

1.24.2 For natural gas liquids Permitted Deductions shall mean: (1) the

reasonable and actual direct costs of processing gas in a processing plant
(including actual shrinkage and fuel for processing); (2) the reasonable



and actual direct costs incurred in transporting and fractionating the
natural gas liquids from the storage tanks or connections to a pipeline
downstream of the processing plant; and (3) taxes.

1243 For condensate Permitted Deductions shall mean (1) the reasonable and

1.25

1.26

1.27

1.28

1.29

actual direct cost incurred to transport the condensate from the storage
tanks to the point of sale; and (2) taxes.

“Pipeline” shall mean the: (1) CIG Pipeline after the tailgate of the Echo Springs
processing plant; (2) WIC Pipeline after the tailgate of the Echo Springs
processing plant; (3) Williams Pipeline after the tailgate of the Echo Springs
processing plant; (4) WBI Pipeline after the tailgate of the Worland processing
plant; (5) Lost Cabin Gathering System after the tailgate of the Worland
processing plant; (6) Kern River Pipeline after the tailgate of the Opal processing
plant; (7) Northwest Pipeline after the tailgate of the Opal processing plant; (8)
Lost Creek Pipeline after the tailgate of the Beaver Creek processing plant; (9)
Western Pipeline after the tailgate of the Kitty processing plant or the Hilight
processing plant; (10) Kinder Morgan pipeline after the tailgate of the Beaver
Creek and House Creek processing plants; and (11) any existing or future
pipelines similarly situated after the tailgate of a processing plant of similar size
or scope as those listed above. The aforementioned pipelines shall qualify
regardless of any subsequent change in name, ownership, operatorship or
regulatory status.

“Potential Class Members” shall mean those Royalty Payees identified in
Exhibit B.

“Preliminary Approval Hearing” shall mean the hearing to be held before the
Court to determine (a) whether this Agreement, including the Exhibits, should be
approved as fair, adequate and reasonable; (b) whether the Settlement Class
should be provisionally certified; (c) whether the form of the Settlement Class
Notice should be approved and mailed to the Potential Class Members; and (d)
any other matter necessary to effectuate the terms of this Agreement.

“Preliminary Approval Order” shall mean the order in a form similar to Exhibit
C entered by the Court after the Preliminary Approval Hearing provisionally
certifying the Settlement Class, approving the form of the Settlement Class Notice
and directing that notices be mailed to the Potential Class Members as soon as
practicable.

“Reporting Claims” shall mean all claims, whether in tort or contract or under
statutes, or regulations or other authority, and whether equitable or arising under
common law, held by Settlement Class Members and associated with Devon’s
past reporting of Royalties for Hydrocarbons produced prior to February 1, 2004,
including without limitation such claims for Statutory Reporting Assessment that
were or could have been alleged for violations of the reporting requirements of
the Wyoming Royalty Payment Act, including those specifically provided in
Wyo. Stat. §30-5-305(b).



1.29.1 “Future Reporting Claims” shall mean all claims, whether in tort or

1.30

1.31

1.32

1.33

1.34

1.35

1.36

1.37

contract or under statutes, or regulations or other authority, and whether
equitable or arising under common law, held by Settlement Class
Members and associated with Devon’s future reporting of Royalties for
Hydrocarbons produced after January 31, 2004, including without
limitation such claims for Statutory Reporting Assessment that were or
could have been alleged for violations of the reporting requirernents of the
Wyoming Royalty Payment Act, including those specifically provided in
Wyo. Stat. §30-5-305(b) attributable to Hydrocarbons produced from
Devon Wells after January 31, 2004.

“Representations” shall mean those representations made by Devon in
Paragraph 2.8 of this Agreement.

“Reserved Claims” is defined as any claims arising out of any clerical errors
concerning volumes, price, value or decimal interest reported by Devon.

“Settled Claims” shall mean all claims, except the Reserved Claims, for or
arising out of (a) Hydrocarbon Royalties Claims, whether known or unknown, (b)
Future Hydrocarbon Royalties Claims, whether known or unknown,; (c) Reporting
Claims and Future Reporting Claims for all past and future time periods, whether
known or unknown; (d) Attorney’s Fees Claims, whether known or unknown; and
(e) Litigation Costs, whether known or unknown.

“Settlement Class” shall mean Settlement Class Members including without
limitation the Plaintiff.

“Settlement Class Claims” shall mean Settled Claims allegedly due to
Settlement Class Members.

“Settlement Class Members” shall mean Potential Class Members other than
Opt-Out Claimants.

“Settlement Class Notice” shall mean that notice as approved by the Court at the
Preliminary Approval Hearing pursuant to Wyo. R. Civ. P. 23(c)(2) and to be
mailed to Potential Class Members. Because current addresses of Potential Class
Members may not be available, notice to class members may also be made by
publication in the counties where Devon Wells listed on Exhibit A are located. If
this occurs, the publication shall be at the sole cost of the party electing to publish
the notice.

“Settlement Hearing” shall mean that hearing held by the Court after the
Preliminary Approval Hearing and the mailing of the Settlement Class Notice at
which the Plaintiff shall request the Court, pursuant to Wyo. R. Civ. P. 23(c)(l) to
determine that (i) the terms of this Agreement, including the Exhibits, are fair,

10



adequate, and reasonable; (ii) the Settlement Class should be finally certified; (iii)
the Settlement Order and Judgment should be entered; and (iv) the application of
Class Counsel for Attorney’s Fees and Litigation Costs should be approved.

1.38 “Settlement Order and Judgment” shall mean the order and judgment to be
entered after the Settlement Hearing and pursuant to Wyo. R. Civ. P. 23(d), in
substantially the form of Exhibit E, finding that the Settlement Class Members are
bound by the settlement approved by the Court; finding that the Settlement Class
should be finally certified; approving the terms of the settlement as set forth in
this Agreement; entering judgment as to the composition of the Settlement Class;
and approving Class Counsel’s application for Attorney’s fees and Litigation
Costs to be paid from the Devon Settlement Amount. The Plaintiff and Devon
agree that the “Settlement Order and Judgment” entered pursuant to this
Agreement shall be a Final Judgment as defined by Rule 54(b), Wyoming Rules
of Civil Procedure (WRCP), and further agree that the form of order will so
provide for entry of final judgment as to disposition of the Settled Claims and
approved expenses in accordance with Rule 54(b).

1.39 “Statutory Interest” shall have the meaning found in the Recitals and includes
all interest imposed under Wyoming law.

1.40 “Uncashed Settlement Class Members” shall mean those Settlement Class
Members, if any, whose Distribution Checks are not endorsed and presented to
payor banks within 180 days after the Distribution Date.

141 “Valuation Claims” shall mean all claims of any nature, whether in tort or
contract or arising under the Instruments, statutes, regulations, or other authority,
and whether equitable, legal or arising under any other legal authority or common
law, which Plaintiff or the Settlement Class asserted or could have asserted in the
Class Suit and associated with either (1) the royalty value and measurement of
any and all Hydrocarbons produced from the Devon Wells and for which Devon
paid Royalties to Settlement Class Members, or (2) Disputed Deductions taken or
allegedly taken by Devon from the Royalties it paid to Settlement Class Members.

Any defined terms contained in this Agreement are incorporated by reference in this
Paragraph 1 (“Definitions”) unless otherwise defined in the Definitions.

2. SETTLEMENT

The parties agree to the settlement and release of all Settled Claims, whether or not pled
or alleged against Devon and all of Devon Claims, under the following terms and conditions:
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2.1 Preliminary Approval Hearing; Determination of Portion of Total Settlement
Amount Due to Settlement Class Members

The Parties agree (i) no other parties except Settlement Class Members may rely upon the
Representations; and (ii) the formation of a Settlement Class for the Settled Claims is not and
shall not be construed or used as an admission regarding any fact or any substantive or
procedural issue nor as agreement to the certification of a class with respect to the Reserved
Claims.

Devon and Plaintiff agree to provide as part of the Preliminary Approval Order that
Devon shall provide tax identification numbers of all Potential Class Members that shall be
correlated to that Potential Class Members’ internal owner number. Devon shall provide the last
known address numbers and internal owner numbers for Potential Class Members maintained in
its corporate records to Plaintiff's Counsel as soon as reasonably practicable but no later than
March 22, 2004. Devon will provide the tax identification numbers to Plaintiff’'s Counsel within
7 days after the Preliminary Approval Order has been entered.

By the later of (i) March 26, 2004 or (ii) seven (7) days after Devon provides to Plaintiff
the last known address numbers and internal owner numbers for Potential Class Members
maintained in its corporate records as required above, the Plaintiff shall move the Court for a
Preliminary Approval Hearing on the Settled Claims requesting that such hearing be held as soon
as practically possible. Prior to the Preliminary Approval Hearing, the Parties shall consult upon
the amounts to be paid to each of those Potential Class Members but the Plaintiff and Class
Counsel shall make the final determination of those amounts, subject to the approval of the
Court.

Notwithstanding anything to the contrary, Plaintiff and Devon hereby agree and
acknowledge that this settlement and any of its terms shall not be admissible, estop or be used by
either party in this proceeding or others for any purpose other than to carry out this settlement.
Devon shall not be estopped or precluded in any way from contesting the appropriateness or
manageability of a class or certification of a class for any purpose other than to carry out this
settlement.

2.2 Permissible Attorney’s Fees; Payment of Litigation Costs and Payment of
Administrative Costs

Plaintiff represents and warrants to Devon that any Attorney’s Fees and Litigation Costs
shall be paid out of Devon’s Settlement Amount subject to approval of this Agreement by the
Court as embodied in the Settlement Order and Judgment. Devon shall pay only the
Administration Costs not exceeding Seventy-Five Thousand Dollars ($75,000.00) and the Devon
Settlement Amount and shall not be responsible for payment of any other amounts toward
Attorney Fees or Litigation Costs.

However, because current addresses of potential class members may not be available,
notice to class members may also be made by publication in the counties where Devon’s Wells
listed on Exhibit A are located. If this occurs, the publication shall be at the sole cost of the party
electing to publish the notice.
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o P.laintiﬁ' and PlaintifPs counsel are responsible for communicating, coordinating,
distributing and administering any matters pertaining to this settlement and the Devon Settlement
Amount among or with Potential Class Members and Settlement Class Members.

23 Devon’s Obligation to Pay Devon Payable Settlement Sum

On or about February 27, 2004, Devon deposited Six Million Two Hundred Thousand
Dollars ($6,200,000.00) in an escrow account at Hilltop National Bank, N.A., Casper, Wyoming
(“Escrow Agent”). The agreement for escrow is attached as Exhibit D. Interest eamed on the
Devon Settlement Amount while in the escrow account after February 27, 2004, shall be paid
proportionately to Settlement Class Members in the amount each Settlement Class Member’s
Distribution Check bears to the total amount of the Distribution Checks issued. Upon the
Approval Event, Devon agrees to instruct the Escrow Agent to release the Devon Payable
Settlement Sum so Escrow Agent may accomplish the distribution of funds and interest as
required by the Seftlement Order and Judgment. ‘

" Devon shall be refunded out of the Devon Settlement Amount escrow account all sums
attributable to Opt-Out claims within ten (10) days of the Approval Event. Plaintiff’s counsel
will provide Devon, within five (5) days after entry of the Settlement Order and Judgment, with
an itemization of the portions of the Devon Settlement Amount attributable to those Opt-Out
Claimants based upon the amounts allocated pursuant to Paragraph 2.1 of this Agreement.

As part of Class Counsel’s Report to be filed with the Court, Class Counsel shall make
available to Devon all original receipt cards for Settlement Class Notices sent. Devon may, at its
own expense, obtain from the Escrow Agent all originals or copies of Distribution Checks. If
requested, Class Counsel will assist in making the arrangements with the Escrow Agent.

Within 240 days after the Distribution Date, any amounts attributable to Uncashed
Settlement Class Members shall be paid to the State of Wyoming pursuant to the Wyoming
Uniform Unclaimed Property Act, Wyo. Stat. §§ 34-24-101, et seq. A list of the Uncashed
Settlement Class Members shall be provided to Devon by Class Counsel within 260 days after
the Approval Event.

24 Future Claims and Proceedings

24.1 Payment of Royalties to Settlement Class Members For Hydrocarbons
Produced After January 31, 2004:

For Hydrocarbons produced after January 31, 2004, Devon agrees to pay
Royalties to Settlement Class Members pursnant to the Future Royalty
Payment Methodology with the following conditions:

24.1.1 Devon and Plaintiff acknowledge that Devon needs to make

system changes to accommodate the new accounting methodology.
For the production periods commencing February 1, 2004, through
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243

24.1.2.

90 days following the Approval Event, Devon may pay according
to its present methodology. Thereafter, Devon shall make prior
period adjustments within the 90 days following the Approval
Event to conform payments for those periods to the Future Royalty
Payment Methodology.

If Devon makes such adjustments prior to the expiration of the 90
days following the Approval Event no interest, including Statutory
Interest, shall be due. If Devon fails to make such adjustments
within the 90 days following the Approval Event, Statutory Interest
shall be charged from ninety (90) days after the last day of the
production month to the date of the payment which results in the
Settlement Class Members being paid according to- the Future
Royalty Payment Methodology.

Reporting of Royalties to Settlement Class Members For Gas
Produced After January 31, 2004:

For Hydrocarbons produced after January 31, 2004 and except as
otherwise permitted under Paragraph 2.4.1, Devon agrees to report
Royalties to Settlement Class Members for production from the Devon
Wells pursuant to the Future Royalty Reporting Format .

Acceptance of Royalty Valuation Methodology and Reporting
Format:

Plaintiff, for himself and his heirs, successors and assigns agree that the
payment and reporting of future Royalties according to the Future Royalty
Payment Methodology and Future Royalty Reporting Format, if adhered
to by Devon and reported accurately, shall fully satisfy Devon’s legal
obligations to Plaintiff under all Instruments, statutes and case law, with
respect to Devon’s reporting the Royalties and valuing the Hydrocarbons
produced from the Devon Wells.

After the Approval Date, either of the Parties may, at its option and
expense, file a copy of the Settlement Order and Judgment, including this
Agreement and all Exhibits, and may also file at its sole election and
expense a short form of notice of the Settlement Order and Judgment with
the appropriate County Clerk and Recorder, accompanied by the legal
descriptions of the lands or leases under which the Devon Wells produce,
and which includes a reference to the Settlement Order and Judgment in
the Court’s docket, in order to assure notice of this Agreement to
successors and assigns of the Parties.

14



244 Disputes Arising Out of Obligations Imposed By Paragraph 2.4 For
Hydrocarbons Produced After January 31, 2004

For Hydrocarbons produced after January 31, 2004, Devon and Plaintiff
agree the Court shall retain jurisdiction over the Parties, Settlement Class
Members and their heirs, successors and assigns, to resolve any disputes
arising out of the Parties’ future undertakings pursuant to this Paragraph
2.4.

25 Entry of Settlement Order and Judgment

Plaintiff and Plaintiff’s Counsel acknowledge that they will take all steps necessary,
individually and jointly, to obtain entry of (1) the Preliminary Approval Order with respect to the
Settled Claims and (2) the Settlement Order and Judgment on the Settled Claims for the Class
Suit. The Parties further agree that upon the Approval Event they shall stipulate to and cooperate
to obtain an Order of Dismissal with Prejudice of the Settled Claims substantially in the form of
Exhibit F. Upon approval of the Settlement by the Court and release of the Devon Payable
Settlement Sum from escrow, Plaintiff shall file within ten (10) days a satisfaction of judgment
for Settled Claims.

2.6 Requests for Exclusion by Potential Class Members

Any Potential Class Member may request not to participate as a Settlement Class
Member by submitting a timely request for exclusion in accordance with the Preliminary
Approval Order and the Settlement Class Notice, provided however, a Potential Class Member
shall not be entitled to Opt-Out as to only a part or portion of the Settled Claims belonging to
such Potential Class Member.

2.6.1 Any Potential Class Member who submits a timely request for exclusion,
and who does not revoke that request for exclusion in writing at least
seven (7) days prior to the Settlement Hearing, is an Opt-Out Claimant.
An Opt-Out Claimant is deemed to have waived any and all claims to any
part of the Devon Payable Settlement Sum.

2.6.2 A Potential Class Member who submits a timely request for exclusion, but
- who thereafter revokes that request for exclusion in writing at least seven
(7) days prior to the Settlement Hearing, will be deemed to be a Settlement

Class Member and not an Opt-Out Claimant.

2.6.3 The Plaintiff agrees to (i) participate as Settiement Class Members; (ii) not
request exclusion; (iii) not object to the Court’s approval of this
Agreement, and (iv) affirmatively present their support for final judicial
approval of this Agreement.

15
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2.6.5

2.6.6

2.7

Neither Plaintiff, Class Counsel, Devon nor Devon’s Counsel shall in any
way encourage or counsel any Potential Class Member to opt out of the
class, object to the class, appeal from an order approving the class or seek
to reduce the size of the class.

Plaintiff and Devon waive any right to appeal or collaterally attack the
Settlement Order and Judgment if it is entered substantially in the form of
Exhibit E and conforms to the terms of this Settlement Agreement.

Within five (5) days after Class Counsel receive a request for exclusion or
notice of revocation of request for exclusion from a Potential Class
Member, they shall deliver to Devon’s counsel a copy of the request.

Entry of Judgment

With the exception of Devon’s agreements as to future payment and reporting of
Royalties to Settlement Class Members and the Parties’ and Settlement Class Members’
agreements to be bound by same, it is intended that the Settlement Order and Judgment shall
provide with respect to all Settled Claims, that Devon’s liability for the Settled Claims shall be

extinguished.

2.8

Representations

As to the following information provided to Plaintiff, Devon represents, to the best of its
knowledge after a diligent investigation of the information available to it, as follows:

2.8.1

2.8.2

2.8.3

284

That the data provided to Plaintiff identifies those instances known to
Devon in which Potential Class Members were paid Royalties by Devon
for the period from January 1993, through the payment month of August
2003;

That Devon is not aware of any Royalty payments to Potential Class
Members for the period from January 1993, through the payment month of
August 2003 that are not identified in the data provided to Plaintiff;

That the electronic data provided during September and November of
2003, is as true and accurate as Devon is able to produce and reflects the
volumes upon which royalties should have been paid by Devon to the
Settlement Class Members consistent with each of the Settlement Class
Members’ decimal interest;

That the electronic data provided during September and November of
2003 identifies all the deductions from Royalties that Devon reported to
Potential Settlement Class Members for Hydrocarbon production from
Devon Wells for production months January 1993 through August 2003.

16



285 That the electronic data provided during September and November of
2003, identifies all of the Royalty Payees who received Royalties from
Devon for the period from January, 1993, through the payment month of
August 2003;

2.8.6 That the electronic data provided during September and November of
2003, identifies all of the checks issued to Royalty Payees from Devon for
the period from June 2000, through the payment month of August 2003;
and

2.8.7 That Devon has provided all available data concerning Devon Wells
including those wells for which Devon’s parent, subsidiaries,
predecessors-in-interest, successors-in interest, affiliates, divisions were
obligated to make royalty payments.

2.8.8 That Devon did not deduct any out-of pocket costs it incurred to move gas
from the wellhead to the Demarcation Points from the Royalties paid for
Hydrocarbons produced from the Canyon Creek field (PCFLD 4119) for
all time periods and Worland field (PCFLD 410) after January 2000.

2.8.9 That each of the entities or persons set forth in the “Excluded WI List”
dated January 29, 2004 had or has a working interest in one or more
Devon Wells.

2.9 Covenant to Cease Disputed Deductions

. As to Settlement Class Members, Devon agrees it shall pay Royalties to Settlement Class

Members according to the Future Royalty Payment Methodology and report pursuant to the
Future Royalty Reporting Format for all Hydrocarbon produced from Devon Wells after January
31, 2004. If subsequent to this Agreement the Wyoming Supreme Court rules or the Wyoming
Legislature amends the provisions of the Wyoming Royalty Payment Act to expressly permit
deduction of charges such as gathering, dehydration, compression or other charges that Plaintiff
has alleged are not deductible or modify or change the reporting requirements of the Wyoming
Royalty Payment Act, Devon may give notice that future payments and/or reporting will be
subject to such changes or clarifications and shall be entitled to conform its payments and/or
reporting thereafter. In such event, Devon shall not be entitled to a refund or adjustment for
payments made or to be made for production months for which Devon utilized the Future
Royalty Payment Methodology and Future Royalty Reporting Format as defined in this
Agreement prior to the date such notice was sent. If Devon so elects to provide such notice as to
reporting requirements or take any deductions other than the Permitted Deductions, the -
Settlement Class members shall no longer be bound by this settlement as to such future
payments, including the release or agreement as to valuation or reporting, for such future
payments or reports as found in subparagraphs 2.4.3 or 2.10.
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