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TXO PRODUCTION CORP.
Case No. 8755
11/21/85 Examiner Hearing FORM I
Exhibit No. 4

Proposed Operating Agreement
for Sprinkle-Federal #3

. MODIFICATIONS AND COVPLETION OF

MODEL FORM CPERATING AGREEMENT A.A.P.L. FORM 610 - 1977

Title Page: Fill in blanks as applicable.

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

Preamble. Page 1: Enter name of Operator.

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

Article IIL.B. - Interast of Parties in Costs and Production: Delete the words "which will be borne by the
Joint Account” in lines 19 and 20, on page 2.

Article IV.A, - Title Examination:
(@)  Select Option No. 2.

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

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

(3) Insert "for” after the word "costs" in line 1.

(b) Insert "been responsible” after the word "therefore” in line | and delete the word "paid" in line
(¢} Insert "subsequently incurred” after the word “for" in line 2.

—

(d) Insert the words "whose title failed” after the word "parties" in line 719.
p

Article V, - Operator: Enter name of Operator in line 62 on page 3.

Article VI.A. - Initial Well: Delete Article VLA, . 4 :

Article 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 shall constitute an election under (b)L."

(b) Change 100% to 300% in line 60, and insert 400 in line 69 on page 5 and in line 1, on page 6. Also.
: in line 3, on page 6, after "therein.”, insert "See Article XV.G. for additional provisions.”

Article VI.C. - Right to Take Production in Kind: Insert the words "prior written" after the word "days"
in line 19 on page 7.

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

Article VII.D.3. - Limitation of Expenditures - In lines 30 and 38, on page 9, for limitation of expenditure
of Operator for single project and amount above which Operator mav furnish information AFE, enter 510,000.00.

Article VILE, -
{78y

Rovalties. Overriding Rovalties and Other Pavments: In line 43 on page 9, enter "ene-eighth

Article VILG. - Taxes: Inline 17, on page 10, enter "See Article XV.D. for additional provisions.”

Article VIILB, - Renewal or Extension of LeaseS' On page 11, in line 35 after "leases.”, add the following:
"See Aructe XV.E. tor adaitional provisions.”

Article VIILG. - Preferential Right to Purchase: Delete entire paragraoh (lines 39 through 52 on page (2).

N

Article IX. - Internal Revenue Code Election: If, and onlv if. a tax partnershio is provided in the Farmout
Agreement to wnich this Exhidit IV 1s attached, tnsert in line 56 on pcage 12 “SEE EXHIBIT "G" ATTACHED." N
and delete the remainder of the Article (lines 57 theough 70 on page 12, and lines 1 through 3 on page 13),

Article X. - Claims and Lawsuits: Enter on page 13, "Four Thousand" in line 1%, and *4,000.00" in line 15.

Article XIl. - Term of Aereement:

(a) Select Option No. 2 in line | on page 14,

(b)  In Option No. 2, enter "120" in blanks in lines 4 and {1.

Article XV. - Other Provisions - Add the following:




FORM I

A. Sale of Gas Productionz \

1t is recognized by the parties hereto that in addition to each}rw's‘ share of working interest production as
shown in Exmbit *A", such party shall have the right, subject to existing contracts, to market the royalty gas
attributable to each lease which it contributes to the Contract Area and to recetve pavments due for such roya:ty
gas produced from or allocated to such lease or leases. [t is agreed that, regardless of whether each party markets
or contracts for its share ot gas, including the royalty gas under th?e‘leases which it contributed to the Contract
Area. such party agrees to pay or cause to be 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 10 do
so.

B. Billing Additional Interestss

Notwithstanding the provisions of this agreement and of the accounting procedure 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 credited to each Party on Exhibit "A". [t is further
agreed that if any Party to this agreement (hereafter referred to as “Selling Party") dispases of part of the interest
credited to it on Exhibit "A", the Selling Party shall be solelv responsible for billing its assignee or assignees. and
shall remain primarily liable to the other parties for the interest or interests assigned and shall make prompt
payment to Operator for the entire amount of statements and billings rendered to it. It is further understood and
agreed that it Selling Party disooses of all its interest as set out on Exhibit "A", whether to one or sevecal
assignees, Operator shall continue to issue statements and billings to the Seliing Party for the interest conveyved
until such time as Seiling 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:

1. Written notice of the conveyance and photostatic or certified copies 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 assignee to be billed in which
it consents to receive statements and billings for the entire interest credited to Selling Party on Exhibit "A"

hereof; and, further, consents to handle any necessary sub-billings in the event it does not own the entire interest
credited to Seiling 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—.f-bursements 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 option, from time to time,
make disbursements on behalf of any Non-Operator who requests in writing that Operator do so. Each Non-
Operator for whom such dishursement is made shall furnish Operator with the following:

1. Such documents as mav be necessarv in the opinion of Operator to enable Operator to receive all
payments for oil, gas or other hydrocarbons directiv 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 royalty and other interest owners who are entitled to proceeds from the sale of production

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

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

prescribed by Non-Ooerator.
D. Article YILG., Additione

If the Operator is required hereunder to pav ad valorem taxes bascd 1n wnole or tn part upon scparate
valuations of each party's working interest, then notwithstanding aavthing to the cantracy herein, charges to the
joint accoun: shall be made and paid by the parties hereto in accorcance with the percentace of tax value

generated bv each partv's warking interest.



FORM UL

E. Article VIILB. Additone

Notwithstanding anything to the contrary contained herein, each partv committing a lease or leases fo 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. By

exercising such option. the parties’ working interests shall remain unchanzed. 1f the original lease owner 4ces not

excrcise its dption within sixty (K0) days after the expiration date of the original lease, the renewal or extension
lease will then be subject to the terms of this article as written above. If any warking interest owner other than
the original lease owner renews or extends the lease, the renewing or extending party shall furnisn the original
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 provisions hereof shall only apoly to leases or portions of leases located in the Contract
Area.

F. IF APCOT-FINADEL JOINT VENTURE (FINA) becomes subject to this Operating Aéreement the following
provision shall be applicable:

As between the interests of TXO and FINA, this Agreement shall be subject and subordinate to that certain
Qil 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 terms of the Oil & Gas Lease Acquisition 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 Develooment 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 V1.B. 2(a) shall be 100%/100%; and the non-consent penalties specified in Article VI.B. 2(b) shall

be 300%/300% as to all wells drilled to a depth of 10,000 feet subsurface or less, and 400%/400% as to all wells
drilled to 3 depth greater than 10,000 feet subsurface.

H. Change of Operator:

In addition to any other rights expressly provided herein, after any Operator has acted in that capacity for a
period of not less than six months, then any Non-Operator mayv call a meeting of zil working interest owners for the
purpose of selecting a new Operator by giving sixty (60) days written notics to all working interest owners. By
approval of a total of more than 50% in interest of the \i/orking interest owners, a new Operator may be selected,
from among the working interest owners, who shall take over operation of the unit area on the first day of the
calendar month which occurs after the passing of thirty (30) davs trom the date of the selection of the new
Operator. Such successor Operator shall be required to perform the dutics of Operator in accordance with this
Agreement. In such case, the retiring Operator shall surrender possession of and deliver to the successor Operatar
the exclusive possession of the premises and all common wells, facilities and funds in the possession of Operatar,
and all pertinent books of account, records pertaining to the operation of the Contract Area, and all documents,
agreements 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 obligations of Ogperator
hereunder, except any unfulfilled duties and obligations of such retiring Ooerator which have accrued prior to the

successor Operator’'s assuning opesrations hereunder, for which the retiring Operator shall remain liable and
responsible notwithstanding the reason for its discharge.

22. Sienature é-‘.t'ﬂ: Enter effective date and names of parties.

23. Acknowledements: Insert approoriate acknowledgments for all parties.

24, Exhihit "V . Contract Area:

Use forin attached hereto and imarked “Exhibit \". inserting aopropriate
informauon.

25. Exhihit "a" - Form of Lease: Use the torm of lease attached hereto and labeled "Exhiit A",

>~



26.

Fa i

Exhihit "7 - Acconnting Procedure - Use the COPAS - 1974 “Nc fotlowing sclections and ins=r-

nons:

\\}

1. Section l. Paragraoh J. Advances and Pavments by Non-Operators. shall be revised to read in its
entircty as follows:

Unless otherwise nrovided for in the agreement. *he Onerator inav recuirs the Non-Ooerators to
advanna tnsic 3harC 90 INC ESUMATEE CASA SHLIAY 13 ToecraSCLstiny MEAN'E 2NSratidn, Joeraor
shall adjust each monthlv billing to reflect advances received icain the Non-Oasrators. Each Non-
Operator shall pav its proportion of all bills within filte=n (I5) davs after ceceint. [f payment is
not made within such titne. the unanaid balance shall hear interest 'nonthly at the maximum legal
rate permitted by the aoplicable usury laws in the state in which the joint prooerty is located: or,
il the maximum legal permitted rate is less than eighteen percant {13%) per annum and such rate
may be modified as agreed between the parties, then, in such event. the unpaid balance shall bear
interest nonthly at the rate of eighteen percent (137%) per annum. However, pursuant to sither
rate, attorney's fees, court costs, and all other costs incurred in connection with the collection of
these unpaid amounts shall be recoverable,

2. Section 1ll, Paragraph 1. Overhead-Drilling and Producing Operations:

3. Section IlIl, Paragrapn 2. Overhead-Major Constriction

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

(ii) Select: “shall not*

A. Overhead-Fixed Rate Basis

Dritling Producing
WVell Neoth Well Rate Well 2ate
0 - 4,000 {1.
4,000 - 3,000 {r.
3,000 - 12,000 fr. $5,374 $538

Over - 12.0C0 ft.

B. (Not Applicable)

Line 5 - $25.000 -
-A - 595, 525.390. 5§109.0190
B - 3%, $102.100

c-2%

27.- Exhibit "N" - lnsurance: Use the farm attached hereto and marked "Exhibit D™,

23. Exhibit "€" - Gas Aalancina: Use the form attached hereto and marked “Cxhibit ",

29. Exhibit "F” - Non-Disariminatian and Cartification of Non-Senrcvated Tacilities: se the form attached

hereto ano marxkea "S“xmt £,

30. 1t used —- Sxhibit "G « Provisions Concernineg Taxation: Use the {orm attached hereto and marked
' PExmuoiz G7 oniy il there 1s 4 tax partnersiip.
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Attached to and made a part of that certain Operating Agreemen!

I.

1.

1.

Iv.

dated November 1, 1985 hy and between TXO0
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 Ignds 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, ADDRESSES AND PERCENTAGES OF THE PARTIES:

TXO 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 Qil and Gas Interests subject to this Agre=ment:
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

RS

S~

EXHIBIT ""

SCHEDULE OF INSURANCE

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

1. Weorkmen's Compensation and Emplover's Liability Insurance as required

by the laws of the state where the property is located.

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. Comprehensive Automobile Public Liabilitv and Property Damagze

Insurance with a combined single limit of $500.000 for each occurrence.

Insurance coverage on equipment as the Operator deems necessary for
the protection of the joint account.

Unit Operator may carry and maintain in force for its beneﬁt insurance ot the
type and in the amount which Operator in its sole opinion deerns necessary to
protect it from loss resulting from any claims, damages, causes of action or
legal liability in favor of a surface or mineral owner of lands covered hereby,
arising out of, in connection with, or as an incident to anv act or omissien of
Operator, its officers, agents or emplovees in carrving out its

resoonsibilities
under this Agreement.

*Insofzar as concerns the interests of APCOT-FINADEL JOINT VENTURE

(FINA), Operator shall carry and shall bill FINA for its oroportionate 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 Liabilitv Coverage with not less than

$50C,000.60 for each accident. Any such policy of insurance shall 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 2xinz
and disposition is not a consequence of other provisions of this Agreement. A party
owner's "full share" shall be the amount 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 full 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 pmelme(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.

Il

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 right 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 pursuant to any other
apolicable 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 applicable
to the source (each separate identifiahle geologic source or production contained in a well
bore) of gas production shall be used for the determination to be made hereunder.
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.

HI.

Should a party fail to take its full share of the diffsrent gas classifications
produced from the property, except as provided hereinbelow where such party is to furnish
make-up gas, such party's underproduction shall be regarded as remaining in storage in the
reservoirs, subject to later recovery in accord with the terms hereof. 3urmg any monthly
accounting period when a party is unable to take and market its full share (as such
quantity may be reduced in accordance with provisions herein for providing make-up gas)
of each gas classification, the other joint interest owners snhall 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 which 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 proportion of its joint
interest therein to the total joint interest therein of all parties desiring to take such
underproduction, 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 cumulative underproduction of a particular gas classification
catezory shall be entitled to take a quantity of gas of such particular gas classification
("make-up") in excess of its full share of such gas up to twenty-five percent (25%) of the
full share of gas of parties having cumulative overoroduction of such particular
gas classification. In the event there is .nore than one cuinulative underproduced party
seeking to make up underproduction, each such cumulative undernroduced party shall be
entitled to make un zas in the direct proportion that the cumulative underproduction of
such party bears to all cumulative underoroduction of all narties then desiring :nake-un
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gas of the particular gas classification category. In the event there is more than one
Eumulative overproduced party required to furnish gas for make-up of underproduction, in
absence of agreement between the affected parties, each such cumulative overoroduced
party shall furnish make-up gas (up to the twenty-five gercent (25%) lirnitation heretofore
prov‘ided) in the direct proportion that the cumulative‘{o\:rf;rproduction of such party bears
to all cumulative overproduction of all parties supplying gas of the particular gas
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 overproduced. Any portion of such twenty-five
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 taken by a party in accord with the terms of this Agreement,
regardless of whether such party is overproduced or underproduced, shall be regarded as
gas taken for its own account with title thereto being in such party, whether such gas be
attributable to such party's full share of production, or whether it is being taken 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 oblizations, 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, hy 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 volu:ne 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 hy each gas classifica-
tion category.

. For purposes of balancing, the measurement point of the gas taken (both
quantity and quality) shall be the party's discharge measurement point at or near the well
from which the gas is produced. All parties hereto shall share in and own the concomitant
crude and condensate {not including gas plant liquids) produced 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 underproduced 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 payable by such underproduced party to such
overproduced party during any monthly accounting period such underproduced party
removes gas from storage. The fee to be paid for storing gas in accordance with the
provisions of this Agreement, shall be the deticiency in cash between the price that the
overproduced party received for gas at the time the underproduction was had, and the
price for gas the overproduced party is receiving at the time the underproduction is made
up by the underproduced party multiplied by the volume of make-up gas which qualifies
for the storage fee 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 provided, and the underoroduced
party(ies) shall remit to Operator -noatihly the amounts so determined to he due for
storage fees. Operator shall in turn make monthly distribution of the storage fees

received from the underproduced party(ies) to the partylies) entitled to be paid the
starage fees.



Vi.

At the termination of gas production for a given gas classification category
from the property, the overproduced party or parties shall make a monetary settlernem'of
the imbalance by payment to the Operator for the account of the party or parties
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 2as.
The price used for the above calculation shall be the overproduced party's or parties’
bonafide collected gas sales price(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 Operartor 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 the
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 corractness of the
funds received by it. .

VIIL.

Royalties shall be paid in accordance with provisions of the Operating
Agreement. The Operator shall be reimbursed by each party taking 3as 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 applicable 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 accordance 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.

VIIL.

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



EXHIZIT "F

NONDISCRIMINATION AND CIRTIFICATICN OF NONSZIGREGATED FACILITIES

A. Ecuil Ocsortunity Clause (6l CE3 60-1.4). (Applicable only 13 contracts or :u&‘orders for more han $10,035.)
During the pertarmance of this cantract, he Operator agre=s as lollows:

{1) The Qaerator will not discriminate against any emolovee or 2oplicant for emoloyment because of racs, calor, retigiza, ssx, o ratic:
ocigin. The Coerator will take atl irmative acluion 1o ensure that aopticants are emoloyed, and that employess are treated curing emsloymer
witnout regard to their race, calac, religien, sex, or nationaf origin. Such ac:...n shall include. But not e limited 1o the foilgwing: Smsioymas
©PEric.ng, s2motan, of ransier, SECIUILMENT OF raCruitment acverysiag, Jaydil Sg L rmMInaiions, inCiUCING 2CPreAUIZIINi0. Lot SSIf2ISf aire
to post in conspicuous places, available to emplovees and applicants for cmp'ovmcnt, noticss 13 be provxded 3y the contracting officer sert:
forth the provisions of this nondiscrimination clause.

(2) The Cperartor will, in all solicitations or advertisements for employe=s placed by or on behal! of the Cperazor, state tnat all qualilic
applicants will recetve coasiceration for employment without regard to race, color, religion, sex, or national origin.

(3) The Operator will send to each labor union or representative of workers with which it has a collective bargaining agreement or oth

contract or understanding, 3 notice 10 De provided by the agency contracting officer, advising the labor union of workers' representative of :
Operator's commitments uncer seciion 202 of E

Executive Order 11266 of September 24, 1965, and shall post copies of the notice in conspicuc
places available to employess and applicants for employment.

(4) The Operator will comply with all provisions of Executive Qsder 11246 of Septembar 24, 1965, and of the rules, regulations, and releva
orders of the Secretary of Labor. X

(5) The QCperator will furnish all information and reports required by Executive Order 11246 of September 25, 1965, and by the ruls
cegulations, and orders of the Secrztary of Labor, or pursuant therets, and will permit access to its books, re"ords. and accsunts By T
contracting 2gency and the Secratary of Labor for purposes of investigation to ascertain compliance with such rules, regulations, and orcers.

(6) In the event of the Operator's noncompliance with the nondiscrimination clauses of this contract ar with any of such rules, regu!aticns,

orders, this contract may be canceled, tarminated, or suspended in wnole or in part and the Operator may be declared ineligible Icr furin
Government contracis in accorcancs wnh procedures authorized in EZxecutive Order 11236 of Septemoer 24, 1985, and such other sanciisas =

be imposed and remedies invokecs as provided in Executive Order 11246 of Septambar 24, 1965, or by rule, regula:ion, or order of the Secrezary
Labor, or 2s otnerwise provided by law,

(7) The Operator will include the provisions of paragrach (1) through (7) in every subconIract or purchase order unless :xempt:d Sy ruls
re°ule.t_cns, or arders of the Secretary of Labor issued pursuant to section 206 of Executive Order 11246 of Sentember 2%, 1963, so that su
pravisicns will be bmdmg upon each subcontracicr or vendor. The Operator will take such action with respect 10 any subconiract or purcha
orcer as the contracting agency may direct as 2 means of enforcing such orovisions including sanctions for noncompiiance: Proviced, fowev-

that in the event the Operator bacomes involved in, or is threaz:n:d with, litigation with a subconiracior or vendor 2s 2 result ol such cireciion

the contracting agency, the Operator may request the United States to enter into such litigation to protect the intsrests of the United States.
B. Certification of Nonsegrmzated Facilities (81 CFR 50-1.8).
provisions ol the tqual Opportunity Clause set out adove.)

(Applicable only to contracts or purchase orders which are not exempt from <.
The Operator certifies that it does not, and will not, maintain or provide for its employees any segregated facilities at any of its esrablishmen-
and that it ¢oes not, and will not, permit its employees o perform heir servicss at any locaticn, uncer its contret,

where segregated ':_x...x:s 2
maintained. The Operator agrees that a breach of this certification is a violation of the Equai Cpportunity Clausa in this contract or purchase orc:

As used in this cerulication, the term “segregated facilities” means any waiting rooms, work areas, rest rooms and wash rooms, restaurants and ot

=ating areas, time clocks, locker rooms 2nc other storags or dressing areas, parking lots, drinking f{cuntains, recreaticn or enteriainment are:
ransoortali

on, and housing facilities provided for emplovess which are segregated by exoticit directive or are in fact segregated on the dasis of rac
<re=2¢, color, or naticnal origin, because of habit, local custom, or otherwise. The Operator further agress that {excent where it has obrained icentic
cerufications {from proposed subcontraciors {or specific time periocs) it will obtain identical carzificauons from proposad subcontraciors §rior 19 1
award of sudcontracts excesding $1C,0CQ wnich are not exempt {rom the provisions of the Zcual Opoortunity Clause; that it will retain su
ceriificazions in its {iles; and that it will forward the {cllowing naotics to such proposed subcontraciors (excest whers the pravosed subcentracizrs ha

submitted idsatical cerufications for soecific time periods): NOTICZ TO PROSPECTIVE SUBCONTRACTORS CF RIQUIREMENT FOR CIRTIFIC,
TIONS OF NONSZIGREGATED FACILITIES. A Cerzificate of Nensegregatsd Facilities must be submitied pnor 10 the award of a subcenatr:

«xceading 510,000 which is not exemot from the provisions of the Egual Coporiunity Clause. The certification may be submitied eltnar for e2
subcaatracs or for all subcontracts during a period (i.e., quarterly, semiannually, or annualiy).

C. Aflirmative Action Comoliancs Brogram (&l CT2 6C-1.%3),

(Applicable only if (a) the Operator has 50 or moce empleyess and (5) ¢
CONTIract Cr purcnase orcer 1s ioc jjO,CCO aof more.}

this con:.ac’ or purcnase orcer, shall maintain a copy of separate programs for eacn esta:.xs'm..:nt. m...umng evaluations of ut:h-a..xon of munor:
sroup personnel and the job classification tasles, at each local office raspansible for the personnel matiers of such estaslishment.

D. Emnlover Infermation Reoort {41 CFR 6C-1.7). {Aoplicable only if {a) the Operator has 50 or mare 2mpioye=s, {5) the Oserator is nat exer
{pursuant 10 section 6G-i.5 cf 1iue vl of the Ceode of Federal Regulations) from the regquirement for liling Emaloyer [nformasticn Rep:
EZC-1, and {c) the contract or purchase order is for $50,800 or more.)

The Operator agress to file with the appropriate Federal agency annually, on or before the 31st day of March, compiete and accurate rescrts

Stancard Form 100 {EZ0-1) promuigated jointly by the Office of Federal Contract Compliance, the Sgual Employment Opportunity Commission :
2lans for Progress or such form as may hereafier be promulgated in its placs.

=
-—

Aftirmative Aczion for Disabled Verarans and Vererans of the Vistnam Sra (8} CTR $§2.250),

(Apolicztle only to contracts or purchase ord
{or 310,020 or more.)

The alfirmative action clause prescrided in section 60-250.5 of Title 1 of th= Code

s=rmitted by section 60-250.22 of said Regulations) as if set out in full at this point. U the Oo=ratcr (3) has 50 or mors employees and {B) this contr

sr purchase orazr is for 550,520 or more, than within 120 days {rom the 2ffectiveness of Nis contract or purchase order, the Operatar shall pre:

and maintain an affirmative action program at each establishment which shall set {orzn the Qz=rator's policies, practizss and procecures in accorca
with secton 65-250.6 of said Regulations.

of Federal Regulations is incorporated herein by reference

F. Atfirmative Action for Handicaoned Workers (61 CER 63-751.5%). (Agsticadle only ta contracss or gurchase orders for 52,520 or more.)

The atfirmative action clause prescribed in section 60-741.% of Title 61 of the Ceode of Tecaca! Regulations is incorporatad herein by relerencs
sermitted by secuon 6G-741.22 of said Regulations) as if set out in full at :ais pornt. II the Qzerator {a) has 532 or more empioyess and (5) tnis cont:
:r purcnase occer is for $50,5C0 or more, inen, within 120 davs of the elfeztiveness ¢f this cantract or purchase orcar, ine Onerazar shall Drenar

Taniain an allirmative acusn program at each estadlishment, which program shall ser fortn tne Operatar's policies, praciices and procecure:
stcerdance with section 60-741.6 of said Reguiations.

C. Urilization of “linority Businecs Eatercrises {Taderal Peocyremens 2eoviztions 1-1. l")
wnicn meay excees 332,600.)

{Applicadle only 0 cantrac:s or purchase or:

(1) It is the policy of the Governmant that minority business satsrprises shall have t™he maximum praciicable 0PPOrIuNiIly to pariicipate in
performance of Covernment contracrs.

{2) The Coerator agrees to use his best efforts 13 carry out this ocolicy in the award of his 5‘_gcon[rac‘s 20 ths
the elliicient serfcrmances of this contrace
of

fillest extent consistent
As usec 10 thas CINTTALT, the term "m: nority Susiness enterpr: se” rmeans 3 Susiness, At least 3D rer
wNIC 15 Owned Y minoerity groua mampoers ar, (N case el pudiicly owned Susinesses, at least 31 percent ol the stock cf whigh1s owne
minority "Qg: memDders.’ ror he ourcoses aof this celinition, minority g70ud memscers are Negroes, 53mns'\~$3ea«mg American pers
Amerizzn-Orientals. Amer ican-lnzians, American-Ickimes, and Ames:can Aieuss. Contrazzors may rely cn wriiten repressntiaiion:
wdcontracises regarcing their status s mmon(y 2usSINess entersrites a jieuw of an inCezengent ivestiigation.



