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Proposed Operating Agreement
for Sprinkle-Federal #3

MODIFICATIONS AMN COVPLETION COF

MODEL FORM OQOPERATING AGRESUWENT A.A.P.L. FORM 610 - 1977

Title Pace: Fill in blanks as applicable.

Table of Contents: Delete VIII.G. - "Preferential Right to Purchase™.

Preamble. Pige |: Enter name of Operator.

Article Il - Exhibits: Indicate that all Exhibits are to be attached.

Article 1.8, - Intar=st of Parties in Costs and Production: Delete the words "which will be borne by the
Joint Account” in lines 19 ana 20, on page 2. ’

Article IV A, - Title Examination:

(a) Select Option No. 2.

(b) Change the werd "or" in line 61 on page 2 to "and".

Article 1V.3. - Loss of Title - Make the following changes on page 3:

{a) Insert "for” aiter the word "costs® in line 1.

(b)  Insert "“een responsible” after the word "therefore” in line 1 and delete the word “paid" in line L.
(c) Insert "subsequently incurred" after the word “for"” in line 2.

(d) Insert the words "whose title failed" after the word "parties" in line 19.

Article V. - Ozerator: Enter name of Cperator in line 62 on page 3.

Article VILA_ - Initial Well: Delete Article VILA.

Articla V1.8 2. . Ooerations hv Less Than All Parties:

(a) Add the following language to the sentence ending on line 37 on page 5:

", and failure to advise the
proposing party snail constitute an election under (b)."

(b) Change 100% to 300% in line 60, and insert 400 in line 69 on page $ and in line 1, on tage 6. Also.
. in line 3, on page 6, after “therein.”, insert "See Article XV.G. {or additicnal provisions.”

Artizle VI.C. - Richt to Take Production in Kind: Insert the words "prior written” after the word "cays"”
in line 1Y cn page /.

Article VILL.D.1. - Limitation of Exnenditures: Select Option No. 2 in line 10 on page 9.

Article VIIN 3 . Limitation of Expenditures - In lines 30 and 33, on oage 2, for limitaticn of extenaiture
of Operartor 1or single project and amount adove which Operator mav furnish information AFE, enter 519,022,320,

RO®)

Artizie VU5 . Rovalties, Overridine Rovalties and Other Pavmenrs: Inline 43 on pag= 9, enter "cre-eighth
[CYRTR

Articie VII.G. - Taxes: Intine 17, on page 10, enter "See Article XV.D. for additional provisions.”

Articla VIILB. - Renewal or Exzension of Leases: On page L1, in lins 35 alter “leases.”, 22d the following:
"See Arucie XVY.E. lor agaitional provisions.” .

Article VI'I.G. - Preferential Right to Purchase: Delete entire paragraoh {lines 29 througn 52 on page 12).

B

Article 1¥X, - Internal Revenue Code Election: If, and onlv if. a tax partnershio is provided in the Farmout
Agreement 1o wnich this Cxniott IV is attacned. insart in line 56 on page {2 "SEE EXEIBIT "G ATTACH=D "

and celeze the rematnder of the Acticle (lines 57 through 70 on page 12, and lines 1 thrcugn 3 on pag= 12).

Artizte X. - Claims and Lawsuits: Enter on page 13, "Four Thousand” in line 14, and "4,2792.20" in lin= I 5.

Article X1 _ Term of Aoreament:
(a)
(»)

Select Cption No. 2 in line 1 on page 14,

In Cotion No. 2, enter "126" in blanks in lines & and 11.

Article XV, - Dtrer Drovisions - Add the following:
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FORM L

A. Sale of Gas Production \

It is recognized by the parties hereto that in addition to each?*.’rry's‘ share of working interest production as
shown in Exhibit "A", such party shall have the right, subject to existing contracts, to market the royalty 2as
attributable to each lease which it contributes to the Contract Area and to recetve pavments gue for such rav2iiy
gas produced from or allocated to such lease or leases. It is agreed th\t regardless of whether each party markets
or contracts for its share of gas, including the royalty gas under ghe ‘leases which it contributed to the Contract
Area. such party agrees 10 pay or cause to he paid to the royalty owners under its lease or leases the proceeds

attributable to their respective rovalty interest and to hold all other parties hereto harmless for its failure to co
s0.

8. Billing Additional Interestss

Notwithstanding the provisions of this agreement and of the accoeunting procecure attached as Exhibit"C",
the Parties to this agreement specifically agree that in no event during the term of this contract shall Operator be
required to make more than one billing for the entire interest credite'd to each Party on Exhibit "A". [t is further
agreed that if any Party to this agreement (hereafter referred 1o as "Selling Party") dispases of part of the interest
credited to it on Exhibit "A", the Selling Party shall be solelv resoonsible for billing its assignee or assignees. and
shall remain primarily liable to the other parties for the interest or interests assigned and shall make promot
payment to Operator for the entire amount of statements and billings rendered to it. It is further understcod and

agreed that if Selling Party disooses of all its interest as set out on Exhibit "A", whether 10 one or several
assignees, Operator shall continue to issus statements and biilings to the Seiling Party for the interest conveyed
until such time as Selling Party has designated and qualified one assignee to receive the billing for the entire

interest. In order to qualify one assignee to receive the billing for the entire interest credited to Selling Party on
Exhibit "A", Selling Party shall furnish to Operator the following:

l. Written notice of the conveyance and photostatic or certified cooies of the assignments by which the
transfer was made.

2. The name of the assignee to be billed and a written statement signed by the assiznee to be billed in which
it consents to receive statements and billings for the entire interest cradited to Salling Party on Exhibit "A”

hereof; and, further, consents to handle any necessary sub-biilings in the event it does not own the entire interest
credited to Selling Party on Exhibit "A",

C. Disbursement of Royaltiess

1f a purchaser of any oil, gas or other hydrocarbons produced from the Contract Area declines to make
di-sbursements of all royalties, overriding royalties, working interests, and other pavments out of, or with respect
to, production revenues which are payable on the Contract Area, Onerator may, at its ootion, from time to time,
make disbursements on behalf of any Non-Operator who requests in writing that Ooerator do so.

Each Non-
Operator for whom such dishursement is made shall furnish Operator with the following:

1. Such documents as may be necessarv in the opinion of Cperator to enable Operator to receive all
payments for oil, gas or other hydrocarbons directlv from the purchaser thereof.

.

2. An initial list of names. addresses, and interests (to a seven place decimal), on a tract, unit, purchase
contract, or other such basis as, in the opinion of Operator. is necessary for efficient administration, for all
royalty, overriding rovalty and other interest owners who are entitled to proceeds from the sale of production

attributable to such Non-Operator's interest. Also, any changes to the initial list shall be furnished cromptly to
Operator in writing.

Operator will use its best efforts to make disbursements correctly, but will be liable for incorrect
disbursement only in the event of gross negligence or willful misconcuct. Any Non-Ooerator for wham such
disbursements are. made hereby agrees to indemnifv and hold harrnless Ozerator for anv loss, including court costs
and attorney's fces, which may be incurred as a result of Ooerator’s making such dishursements in the manner

prescribed by Non-Ooerator.
D. Article VILG., Addition:z

If the Operator is required hereunder to pav 3d valorem taxes hased in wnole or 1n part upon scpirate
valuations of each party's working interest, then aotwithstanding aavthing to the contrary herein, charges to the

joint accouni shall be made and paid bv the parties hereto In accorcance with the percentace of tax value

generated by each partv's warking interest.
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E. Article VIll.B~ Addition:

Notwithstanding anything to the contrary contained herein, each partv committing a lease or leases to this
agreement snall have the option upon the exniration of each lease to renew or extend such lease and to bear the
renewal or éxtension costs and expenses and thereby retain its original interest and title in said lease. 3y
exercising such option. the parties’ workine interests shal!l remain unchanzed. 1f the orizinal lease owner <ces not
exercise its ootion within sixty (A0) days after the expiration date of the original lease, the renewal or extension
lease will then be subiect to the terms of this article as written above. If any working interest owner other than
the original lease owner renews or extends the lease, the renewing or extending party shall furnish the origimnal
lease owner an itemized statement of the complete renewal or extension costs and expenses of such lease. The
original lease owner shall have sixty (60) days after the receiot of such itemized statement to reimburse the
renewing or extending party in full. Failure of the original lease owner to do so shall result in the forfeiture of its

option hereunder. The pravisions hereof shall only apply to leases or portions of leases located in the Contract
Area.

F. IF APCOT-FINADEL JOINT VENTURE (FINA) becomes subiect'to this Operating A;’,reement the following
pravision shall be apolicable:

As between the interests of TXO and FINA, this Agreement shall be subject and subordinate to that certain
Oit X Gas Lease Acquisition and Development Agreement dated October 22, 1982, between TXO PRODUCTION
CORP. and APCOT-FINADEL JOINT VENTURE. In the event of a conflict between this Agreement and the Oil &
Gas Lease Acquisition and Development Agreement, the terins of the Oil & Gas Lease Acguisition and
Development Agreement shall prevail. Upon termination of the Oil & Gas Lease Acquisition and Development

Agreement, this Agreement shall be amended as between TXO and FINA in the manner provided in Article XX1 of
the Qil & Gas Lease Acquisition and Develooinent Agreement.

G. If APCOT-FINADEL JOINT VENTURE becomes subject to this Operating Agreement the following provision
shall be applicable:

As between APCOT-FINADEL JOINT VENTURE and any other party hereto the non-consent penalties
specified in Article VLB. 2(a) shall be 100%/100%; and the non-consent penalties specitied in Article VI.B. 2(b) shall

be 300%/300% as to all wells drilled to a depth of 10,000 {eet subsurface or less, and 400%/400% as to all wells
drilled to a depth greater than 10,000 feet subsurface. '

H. Change of Ogperator:

In addition to any other rights expressly provided herein, after anvy Operator has acted in that caoacity for a
period of not less than six inonths, then any Non-Operator mav call a meeating of 21l working interest owners for the
purgose of selecting a new Ooerator by giving sixty {60) days writien notice to all working interest owners. By
approval of a total of more than 50% in interest of the working interest owners, 3 new Cperator may be selected,
from among the working interest owners, who shall take over operation of the unit area on the first dav of the
calendar month which occurs alter the passing of thirty (30) days {roin the date of :he selection of the new
Qperator. Such successor Ocerator shall he required ta perform the duties of

Crerator in accordance with this
Agreement. In such case, the retiring Operator shall surrender possessicn of and

deliver to the successor Operator
the exclusive possession of the premises and all common wells, facilities and funds in the possession of Operater,
and all pertinent books of account, records pertaining to the ooeration of the Contract Area. and all documents,
agresments and other papers relating thereto. Upon the delivery thereof, the retiring Operator shall be released
and discharged from and the successor Operator shall assume all of the duties and cbligations of Operataor
hereunder, exceot any unfulfilled duties and obligations of such retiring Qoerator which have accrued prior ta the
successor Operator's assurning op=rations hereundzr, for which the retiring Operator shall remain liable and
responsible notwithstanding the reason for its discharge.

. I'4 .
22. Sigrarur= ¥yor: Enter effective date and names of parties.
4

23. Acknowledoments: |nsert approoriate acknowledgments far all parties.

24, E<xtihit "Y" - Ceontracr Area:
intarmatien.

Use lormn attached hereto and inarked “Exhinit V" inserting aoprogeyge

25, Exhihit "0 - Feorm ot Lease: Use the torm of lease attazhed hereto and labeled "Exhubir 2\,

~



26.

28.
29.

30.

FORM 1

£<hihit "C" - Acconntin? Bracedure - Use the COPAS - 1976 \Av\\thc tollowine sclections and ins=r-

tions: ~_ -

1. Section l. Paragrach 3. Advances and Pavments by Non-Ogerators. shall be revised 10 read in its

entirety as [ollows:

tniess otherwise nrovided for in the agreement. the Onerator :nav reauire the Non-Ooerators to
aAgdVvanne tasir 31ATC AL N esUMATed CaAsH amtlay (90 Tt omn monziA's ©OSratidn. Joeralor
shall adjust each monthiv billing to reflect advances received tra:n the Non-Odzrators. Each Non-
Ooperatar shall pav its proportion of all bills within filze=n (15) davs after receint. If paynent is
not made within such timne. the unnaid balance shall h=ar interest rnonthly at the maximum lezal
rate permitted hy the aoplicable usury laws in the state in wnich the joint prooerty is located: or,
il the maximum legal permitted rate is less than eighteen percznt (13%) per annum and such rate
may be moditied as agreed between the pacties, then. in such event, the unpaid balance shall bear
interest monthly at the rate of eighteen percent (13™%) per annum. However, pursuant to sither
rate, attornev's fees, court casts, and all othee casts incurred in connection with the collection of
these unpaid amounts shall be recoverable,

2. Section llI, Paragraoh l. Overhead-Orilling and Producing Operations:

{i)  Select: "Fixed Rate Basis. Paragraph 1A" <

{ii} Select: "shall not*

A. Overhead-Fixed Rate asis

Drilling Producing
WVell Neoth Well Rate Wel! 2ate

0 - 5,000 {z.
4,00 - 3,000 {t.
8,000 - 12,999 ft. $5,374 $538
Over - 12,009 (1.
8. (Not Applicabte) )
. Section 111, Paragrapn 2. Overhead-Major Constrction
Line 5 - §25.000 -
A - 595, 525,200, §199.090 ]
B - 3%, $109.000
c-2%

Exhibit "N" - Insurance: Use the form attached hereto and marked “Sxhihit D°,

Exhihit "E™ - Gas Balancina: Use the [orm attached hereto and marked “Sxhibit E™.

Exhihit "F” - Non-Dissrimination and Cortification of Nan.Searcvated Tacilities: Use the {orm attached

hereto 2na marxea "Cxmibat ',

1f used —- Sxhihit "G" - Provisions Concernine Taxation: Jse the form attached hercto and marked
“Exnuoiir G ontv 1f tnere 13 a4 tax partnersiip.




Attached to and made a part of that certain Operating Agreement

.

II.

111.

Iv.

dated November 1, 1985 hy and hetween TXO
Production Corp. ,as Operator,and  Joseph S.
Sprinkle et al , as Non-Operators.
EXHIBIT A"

CONTRACT AREA:

T-18-S, R-32-E, NMPM ;
Section 26: SW/4 NW/4 '
Lea County, New Mexico

Such lands are subject to the following restrictions as to depths or
formations:

from 4825' beneath the surface of the earth down to 8700' or a
depth sufficient to test the Bone Spring formation.

NAMES, ADDRESSEZS AND PERCENTAGES OF THE PARTIES:

TX0 Production Corp. et al .6354166 Lewis B. Burleson .0130209
900 Wilco Building P. 0. Box 2479

Midland, Texas 79701 Midland, Texas 79702

Joseph S. Sprinkle .3125000 J. Cecil Rhodes .0390625
P. 0. Box 6483. 511 W. Texas

Denver, Colorado 80206 : Midland, TX 79701

Oil and Gas Leases and/or Oil and Gas Interests subject 10 this Agreamen:-
NM 40452
Dated: January 1, 1973 )
Recorded: Book 284, Page 620, 0il and Gas Records, Lea County,
New Mexico
Lessor: United States - Department of the Interior BLM
Lessee: Joseph S. Sprinkle
F. L. Shogrin
James L. Harden
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FORM II

~

~_ -

EXHIBIT "2

SCHEDULE OF INSURANCE

A. Unit Operator shall carry the following insurance covering operations under
this agreement at the expense and for the bensfit of the parties heret> and
shall require contractors and subcontractors to carry the same, to-wit:  *

1. Workmen's Compensation and Emplover's Liabilitv Insurance as reguired
by the laws of the state where the property is located.

2. Comprenensive General Liability Insurance covering both bodily injury
liability and property damage liability with a Combined Singie Limit of
$500,000 for each occurrence.

3. Comporehensive Automobile Public Liabilitv and Property Damaze
Insurance with a combined single !imit of $500.000 for each occurrence.

4, Insurance coverage on equipment as the Operator deems necessary for
the protection of the joint acccount.

B.

Unit Operator may carry and maintain in force for its benefit insurance of th

w.g

type and in the amount which Operator in its sole opinion deems necsssarv to
protect it from loss resulting from any claims. damages, causes of action or
legzl liability in favor of a surface or minaral owner of lands covered her=bv,
arising out of, in connection with, or as an incident to any act or omissien of
Operator, its officers, agents or emplovees in carrving out its responsibilities
under this Agreement.

*Insofar as concerns the interests of APCOT-FINADEL JOINT VENTURE
(FINA), Operator shall carry and shall bill FINA for its proportionate share of
only the following insurance coverage:

Workers Compensation as required by the laws of the state where the
prooerty is located and Emplover's Liability Coverage with not less than
$50C.£00.60 for each accicent. Anv such policy of insurance shal! contain
a waiver of subrogation in favor of FINA.



ZXHIBIT "e"

GAS BALANCING AGREEMENT

I.

From and after the date of initial delivery of gas from the property, a party
owner taking and disposing of, during any monthly accounting period, less than its full
share of the gas as it is produced, shall be an "underproduced party”, if such lesser t2:in7
and disposition is not a consequence of other provisions of this Agreement. A party
owner's "full share" shall be the arount of a party owner's gas determined in accordance
with the provisions of the Operating Agreement. A party owner taking and disposing of
during any monthly accounting period, more than its full share of the gas as it is produced,
shall be an "overproduced party", if such excess taking and disposition is not a
consequence of other provisions of this Agreement. "Underproduction" of any under-
produced party, during any monthly accounting period, shall be the difference between
such party's [ull share of gas production, less its full share of gas used in property
operations, vented and lost, and the gas delivered to the pipeline(s) for the account of
such party owner. "Overproduction" of any overproduced party, during any monthly
accounting period, shall be the difference between the gas delivered to the pipeline(s) for
the account of such party owner and such party's full share of gas production, less its full
share of gas used in property operations, vented and lost.

1.

This Agreement shall become effective on the date of initial deliveries of gas
from the property to the pipeline, and shall continue in force and effect until deliveries of
gas from the property have ceased and, except as otherwise provided herein, each party
shall have the rignt to take in kind its full share of each separate "gas classification.”
"Gas classification", as used herein, shall mean each of the price categories provided or
established pursuant to the Natural Gas Policy Act of 1973, as same may be amended, by
any authority having the right to establish categories thereunder, or nursuant to any other
applicable statute or judicial decision establishing gas price categories, including gas not
subject to price regulation, which shall be considered as a separate category. Where the
gas qualifies for more than one category, the category having the highest price anplicable
to the source (each separate identifiable geologic source or production contained in a well
bore) of gas production shall be used for the determination to be made hereundar.
Whenever the gas price category changes, from and after the date of such change, the gas
shall no longer be accounted for or be considered in the former category, but shall be
accounted for and thereafter he considered to be gas in the new category, until such time
as the category is again changed.

1.

Should a party fail to take its full share of the diffzrent gas classifications
preduced from tihe provderty, except as provided hereinbelow wiere sucn party is to furnish
make-up gas, such party's underproduction shall e regarded as remaining in stcrage in the
reservoirs, subject to later recovery in accord with the terms hereof. During any monthly
acccunting period when a party is unable to take and market its full share (as such
quantity may he reduced in accordance with provisions herein for providing make-up gas)
of each gas classification, the other joint interest owners shall be entitled to produce and
sell all or a portion of such quantity which the party has failed to take. If two or more
parties are capable of taking and marketing quantities of gas to whaich such party was thus
entitled but which it failed to take, in the absence of other agreement between them,
each may take a share of such underproduction in the direct pronortion of its joint
interest therein to the total joint interest therein of all parties desiring to take such
underoroduction, provided, however, that any party or parties having a cumulative
underproduction status shall have a first priority to take and market the underproduction
over a party or narties having a cumulative overproduction status.

Any party having cumnulative undarproduction of a particular gas classification
catezory snall be entitled to take a quantity of gas of such particular gas classification
("make-up™) in excess of its full share of such aas up to twentv-five percent (257%) of thea
full share of gas of parties having cumulative overoroduction of such particular
gas classificatien. In the event thare is mare than one cumnulative underproduced party
seeking to maxe up underoroduction, each such cumulative undernroduced party shall be
entitled to make un 33s In tae direct proportion that the cumulative underproduction of
such party bears to all cumulative undernroduction of all narties then desiring mmake-un
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gas of the particular gas classification category. In the event there is more than one
cumulative overproduced party required to furnish gas for make-up of undernroduction, in
absence of agreement between the affected parties, each such cumulative overoroduced
party shall furnish male-up gas (up to the twenty-five Qercent (25%) lirnitation heretofore
;)rovided) in the direct proportion that the cumulativg%\erproduction of such party bezars

to all cumulative overproduction of all parties supblying gas of the particular zas
classification category.

Any party having cumulative overoroduction in any particular gas classiiizi-
tion category shall at all times be entitled to seventy-ii ‘e percent (75%) of its full share
of gas of the particular gas classification category in which it is cumulatively over-
produced as long as such party remains overprcduced. Any portion of such twenty-iive
percent (25%) make-up gas to which a party is entitled and which is not taken by such
party may be taken by other cumulative underproduced party or parties up to the full
twenty-five percent (25%) heretofore provided. If there is more than one party desiring
make-up gas under this circumstance, the parties taking such make-up gas shall be
entitled to such quantities of make-up gas in proportion to the cumulative
underproduction of the affected parties, determined as heretofore provided. ’

All gas taksn by a party in accord with the terms of this Agreement,
regardless of whether such party is overproduced or underporoduced, shall be regarded as
gas taken for its own account with title thereto being in such party, whether such gas b2
attributable to such party's full share of production, or whether it is being tazken as
overproduction, or whether it is being taken as make-up gas, and shall pay any and all
production taxes and royalty due on such gas. All burdens and obligations, other than such
royalty and production tax payments, shall be borne by the party having such burden or
obligation.

Iv.

The Unit Operator (hereinafter referred to as "Operator”) will maintain a
separate running account of the quantities of gas, by gas classification category, each
party is entitled to, and the quantities of such category taken and marketed by each of
the parties. The Operator will also furnish each party monthly statements showing the
total quantity of gas produced by each gas classification category, the amount of such
category used in the Unit operations, vented or lost, the volumme of gas by each such
category delivered to pipeline purchaser(s) for the account of each party, and the

cumulatie overproduction and underproduction status of eacn party by each gas classifica-
tion category.

. For purposes of balancing, the reasurement point of the gas taken (hoti
quantity and quality) shall be the party's discharge neasurement point at or n2ar the well
from which the gas is produced. All parties hereto shall share in and own the concemitant
crude and condensate {not including gas plant liquids) oroduced in accordance with their
respective interests established pursuant to the provisions of the Operating Agreement,
regardless of whether they are able to market their full share of gas.

» V.

Recovery from storage by a cumulative underoroduced party from a cumula-
tive overproduced party shall be on a first-in, first-out basis and the cumulative
underproduced party shall pay the cumulative overproduced party a storage fee for storing
its gas. The storage fee shall be due and pavable by such underproduced party to such
overproduced party during any monthly accounting period such underproduced party
removes gas fromn storage. The fee to be paid for storing gas in accordance with the
provisions of this Agreement, shall be the deficiency in cash between the price that the
overproduced party received for 2as at the time the underproduction was had, and the
price for gas the overproduced party is receiving at the time the undarnroduction is mace
up by the underproduced party multinlied by the volume of make-up gas which qualifies
for the storage fea charges, less royalty and taxes payable thereon.

Each party shall furnish the Operator upon his request the gas prices necessary
to make the gas storage fee computation hereby orovided, and the underoroduced
partylies) snall remit to Operator -noathly the amounts so determined to be due for
storage feces. Operator shall in turn make monthly distribution of the storaze fess

received from the underproduced party(izs) to the party(ies) entitled to be paid the
storage fees.
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At-the termination of gas production for a given gas classification category
from the property, the overproduced party or parties shall make a monetary settlement'of
the imbalance by nayment to the Operator for the account of the party or par't:cs
underproduced in that particular gas classification category, based on the price per Mct
the overproduced party or parties actually received for each Mcf of the overcroduced z2s.
The price used for the above calculation shall be the overproduced party's or parties'
bonafide collected gas sales prics(s) less royalties. severance, and other production taxes
which have been paid with respect to such overproduction. Each of the parties agrees to
maintain complete records as to the volume of gas it sold and the price received, so that
the above computations can be made. The Operator shall distribute the payments it has
received hereunder (from the overproduced party) to the underproduced party or parties
entitled thereto in the proportion that each party's cumulative underproduction, for tne
category of gas for which payment is to be made, bears to the total of such cumulative
underproduction. It is understood, however, that the Operator shall rely on the

statements made to it, and shall have no liability with respect to the correctness of the
funds received by it. :

Vil. .

Royalties shall be paid in accordance with provisions of the Operating
Agreement. The Operator shall be reimbursed by each party taking gas for all royalty due
and payable by Operator with respect to production taken by such party. Each party
taking gas under the terms hereof shall pay any and all anplicable taxes due on or with
respect to such production. Each party shall be obligated to pay its working interest share
of all costs and liabilities incurred in Unit operations, in accerdance with the provisions of
the Operating Agreement. Nothing herein shall be construed so as to deny to any party
the rignt, from time to time, to produce and take or deliver to its purchaser its full share
of the allowable gas production to meet the deliverability tests required by its purchaser.

Vil

If any portion of the storage fee provided for in Article V or the settlement
provided for in Article V1 shall be based on prices subject to refund upon order of the
Federal Energy Regulatory Commission or any authority having jurisdiction, the paving
party or parties shall withhold such amounts subject to refund until prices are fully
approved by the Federal Energy Regulatory Commission, unless the narty or parties
receiving payments furnish a corporate undertaking satisfactory to the paying party{ies).

1



EXHIT "F"

NONSISCRIMINATION AND CIRTIFICATION OF NONSZIGRECATED FACILITIES

A. Tl Oesortunity Clause (61 CF2 £0-1.4). (Applicable aaly 13 contracts or :u:é-\‘orders {ar moce than $10,839.)
During the performance of this cantract, the Operator agre=s as {ollows:

origin. The Coerator will take atlirmative action to ensure that 2opiicants are employea, and that emptoye_:s are treatec curing amaoisymse
withous regard to thesir racs, ¢3loc, religien, sex, or national origin. Such ictizn snall include. Sut nat e limitzd ta s fcllowing:
U3graz.ng, STManan, o Iransier, SICTUINTENT OF restuitment acvernuising, J2vOIi 3g LTemNanions, inciuding acorsnuiteitig. O
to pest i consoicuous olaces, available to emplovess and aoplicants for employment, noticss (3 de provided Dy the contracti
fortn ne provisions of this nondiscrimination clause, ’

(1) The Coerator will not discriminate against any emolovee or azplicant {or emoloyment because of racse, calor, reiizica, sex, €F Ratiz

)
LA
o
-y,

=

{2) The Cperartor will, in all solicitations or advertisements for emoloye=s placed by or on b=hal! of the Cparator, state tnat all gualill
apphcants will receive consideration for employment without regarg to race, colar, religion, sex, of national origin.

(3) The Operator will send to each labor union or representative of workers with which it has a callective bargaining azreement sr ot

contract or understanding, a noticz 10 be pDrovided by the agency cantracting officer, advising the labor union or workers' recresentative ol

Operator's commitments uncer seciion 202 of Executive Crder 11246 of September 24, 19635, and shall pest capies of the notice in c3nspicus
places available to employe=s and applicants for employment.

{(8) The Operator will comoly with all provisions of Executive O:der 11246 of September 2%, 1955, and of the rules, regulations, and relev:
orders of the Secretary of Labor. . :

F”' The Operator will furnish all information and reports required by Exscitive Order 11246 of September 2%, 1965, and by the rul
rezulations, and orgers of the Secrsrary of Labor, or pursuant thereco, and will psrmit 2cgsss 0 its books, records, and accsunts by
contraciing agency and the Secrztary of Labor for purpases of invest:gation 1o ascartain compliance with such rules, regufations, and orzars.

{6) 1n the event of the Cperator's noncompliance with the nonciscrimination clauses of this contract or with any of such rules, regulaticn
orders, his ContraCl may be canceled, terminates, or susoenced in wnole ar in part and the Operator may be declared ineiigidle fcr furt
Government Contracis in accordancs with procadures authorizes in Sxscusive Order 11236 of Sectembder 26, 1945, and such otne

ther saag:
be imposed and ramedies invokec as provided in Executive Order 11256 of Septzmizer 264, 1§65, or by rule, regulazion, cr order of the Secrezary
Labar, or 25 otherwise provides by law,

. (7)_ The Operator will include the provisions of paragragh (1) through (7) in every subconicact or purchase ordar unless exempted by rul
regulaticns, or orders of the Secrerary of Labor issued pursuant to sectien 206 of Executive Ordar 112%6 of Septemzer 2%, 19535, so tha
provisicns will be binding upon each subcontracicr or vencor. The Ozerator wull take such action with respecst 1o any sudCIAract of purch:
orcer as the contracting agency may direct 2s a means of enicrcing such orovisions including sancuons for ‘noncomgiiance: Drovided. So

that in the event the Operator beccmes involved in, or is threatsned wita, litigation with & subCONITACISr OF vendor 25 a result oL such c:f

the centracting agency, the Operator may request the United Siates 10 enter :nto such litigation 0 proiect the inisrests of the United States.

“B. Certificaticn of Nonsegr=zated Facilities (81 CFR £0-1.3). (Asplicable cnly to cont
provisions ol the Zgqual Opportunity Clause sel out adove.)

races or purchase orcers which are not exempt Irsm

The Operater certifies that it does not, and will not, maintain or zrovide for its empleyees any segregated facifizies at any of izs establishmern
and that it <aes not, and will not, permit i3 employees 10 periarm Rewr services a2t any locatcen, uncer its contre!l, where segregated fagilities .
maintained. The Operator agrees that a breach of this certilication is a violation of he Scuai Ceoortunisy Clause in this ¢sntract or purchase erc
As used in this certilication, he term “segregated lacilities™ means any waiting rooms, work areas, rest rooms and wash rooms, resi2urants 2ng o:’
=ating areas, tme clocks, locker rooms anc otner storage or dressing areas, parking 1ots, ¢rminxing fsuntains, r
ranzsort2tion, and housing facilities provided for employess which ar= segregated by exsnc:t Cirective or are in facs segregated on the basis of
2rezg, color, or naticnal origin, because of habit, local custom, or ctherwise. The Oderator furiner agre=s that (except where it has obaines ice
certfications {rom proposed subcsntraciars {or spezific ime periods) it will obtain icentical cortifican ;
award of sudcsatraces excseding $16,0C3 wnich ase not ex=mpt irem the

=Cr=aticn or enteriainment are
ra

rufizations from propcsed sudcontracicrs pricr 9
e zrowvisizng cf un

~ne Zzual Opoorwenity Clause; that it will rezain su
ceriifications inits files; and that it will forward the {cilowing notics 0 sucn crezoses susconiracars (excent whers the oraposed subcsatracisss b
submitted icenticad certifications for soecific time periocsk: NOTICZ 7O PRCSPITTIVI SUSTTNTRACTORS CF REIQUIRAIMENT FOR CZATIAS
TIONS CF NONSICRECATED FACILITIZS. A Certificate of Nensegragated Facilities must Se suomitted prior to the award aof a subezaste
=xceeding S15,830 which is not exemot from the provisicns of the Zzual Cooortumity Clause. The cartification may be sudbmitisa eitnar for e

subcsntract o for all subcontracts during a period (i.e., quarierty, semiannualy, cr annualiy).

C. Affirmative Acticn Comoliance Srozram (6] CF2 6C-1.23). (Applicadble only if (a) the Cperator has 59 or more emnicyess and {b)
Contragt or purcnase creer 1s 1ee 332,080 or morely

The Coerator shall davelep a written affirmative a2ction program for exch of iis esianlishments, and, within 127 davs from n
whis contract or purcnase orcer, shall mainta:n a copy of separats programs (or eacn estatishment, (nafiuding svaications of ueiliz

uroup personnel and the jod classification tasles, at each local clfice responsinle 12r the parsonne!l matizrs of such esiadlishment.

0. Em=lcvar Infcrmation Raseort 31 CTR 60-1.7). {Aoolicable only if (a) the Cserator Ras 52 cr more =mniove=s, {5) the Ozeratarisn
{pursuant 0 section 60=3.5 of sstiz vl of tne Csce of Federay Reguiaucns) {rom ite requirement for 4 ag Emsioyer
EZ3-1, and {¢) the contract or purchase order is for 550,230 or mere.l

The Qperator 2gress 1o file with the aporopriate Federal agzncy annually, on or bafzze the 31st day of March, ¢ampiete and 2ccurate resor
Stancare Ferm 100 (S20-1) promuigated jointly by the Olfice of Federat Contract Campliance, the S3ual Empisyment Opportunity Commissicn

Plans jor Progress or such form as may hereaiter be promuigatzd in its placs.
€, Affirmative Action {or Disabled Verarans and Vererans 0! the Vizenam Tra (51 CT2,
for 316,020 or more.}

$2). (Apslicatle only to contracis or purchase or

The affirmative action clause prescribed in section 60-250.5 of Titls &1 of tha Coce 5! Federal Regulations is incorporated herein By refarenc
3ermitted by section 63-250.22 of said Regulations) as if set out in {ull at this 2oz, U the Cosracer () has 50 or more emsloyees 2ac (5) this cant
3¢ purcnase oroer is for $30,520 or more, then within |20 days from the 2tlecliveness of Inis coatract or purchase order, tne Coecater shall are
and mauntain an afiirmative acticn program at each estaShishment which shall set {orin the Ooerators rolicies, practic=s and procecures in a—cc;rc
~ith sectcn 63-220.6 of said Regulations, ’

isn {ar Handicanoed Warkers (6] CT2R §3-751.%). (Apahicas! !

Fo Affirmacive A £ only 12 Contracis or purchase orcers for 52,570 cr mere.)

-y -

eczr2l Regulations is inc3rzoratad herein by referenc

zeratar (a) has 30 or morz emzloye=s and {S) tnis con

The aéfirmative action clause prescribad in section 60-751.% of Title &
sermittad By ssclion 63-741.22 of said Reguiations) as if set sutin full az ¢
3r zurcnase orcer i3 for 550,200 or more, inan, within 120 davs of e <!
Taniamn an allirmative acuisn program 3t each estadlishment, whicn gragram shall set
akeerdance with section 60-741.6 of said Regulations.

C.

SAtragt or purchase orcss, e Operatar shall prasase
€in the Cperatar's policizs, praciices and srocecur

.11

Y. (Applicadle enly 0 cantraces or purchase o
whicn may exces=c 312,002

, (1} 1213 the 2olicy of the Goveramant that minority business =atzigrises tnall have the maximum pracicadle OPDITTLNILY to parlicizate

periarmance of Coverrnment centracss.
e 2t SEET3SE S8 o e s bt el s 2 garey our T 2B I e dware of i suacontacss o e felest extent comsten
of wmca s o“wn;:: oy m:nont.vlsef;’?“f.:;n;er:’:r ..n c..xsc cl "-:J‘I.IC.:Y a.w.ncd ~.~i,~rm" JURInEIS eargrIee Teans 3 Susiness, as east 20 pe
funofity 2rsun mer;nc.'s.' For v'.":j*:r:o;cs a4 :“.:s c:i:n:::;n. m-:noru:v S';‘::m:\u:-’-: i I?u: ?l pcrc:n: c.. i8 liock of wiicA 13 ova
.-\mcrx:;r.:c_-;en:;l;_ '\me-zcﬁn_lt;-;lif:, ’:\mc”c._;n‘.'f_'.kl.’.‘.C!, 1ng Smes:zan .'\xeu's‘:” ’C::s by -\CS-'M*- -3-"‘"“-33':&**“% Amencan
. - ~=1d513, c : Rt SNrasisss may {c:y CNA wrillen reoressniae
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