EXHIBIT II
TO
“ FARMIN AGREEMENT

PARTIAL ASSIGNMENT OF OIL AND GAS LEASES

STATE OF __NEW MEXICO § _
g KNOW ALL MEN BY THESE PRESENTS:

COUNTY OF__LEA

That, Frank L. Shogrin

(hereilnafter called "Assignor"), for and in

consideration of the sum of Ten Dollars ($10.00) cash and other
good and valuable consideration paid by TXO PﬁODUCTION CORP.
(hereinafter called "Assignee"), the receipt and sufficiency of
which are hereby acknowledged, does, subject to the terms and pro-
visions hereln contained, hereby transfer, sell, assign and con-
vey unto the sald Assignee, 1its successors or assigns, without

warranty of title, express or implied, ~ 100«

of Assignor's right, title and interest in and to the o0il and
gas rights only, as covered by the oil, gas and mineral leasé;
described in Exhlbit "A,"™ attached hereto and by reference made a
part hereof and the lands covered by such leases 1nsofar only as
such lands are described in Exhibit "A" and insofar and only
insofar as such leases covers rights down to, but not below, a
depth of * - [feet below the surface of the earth, together
with such interest's part of all production, if any, produced
under such o0il, gas and mineral lease§ and a like interest in all
personal property, flxtures and equipment located 6n fhe lands
described in Exhibit "A" or used or obtained 1n connection with
such leases.

The oil, gas and mineral leases described in Exhibit.
"A" insofar as the same cover the lands described thereln are
hereinafter referred to as "said leases".

The interest 1n said leases assigned Assignee
héreunder shall be subject to such interest's proportionate part

of the royalty interest as provided for in said leases and to

-
-

the terms, condlitions and provisions set forth therein. Such

* The number to be 1nsertea here shall be
the Total Depth drilled in feet, plus 100.



interest shall also be subject to such interest's proportionate

part of all overridihg royalties, production payments and any

other payments and agreements of record.

This assignment is further made expressly subject to

the following:

(1)

(2)

(3)

(4)

This assignment is executed and delivered by Assignor
to Assginee in accordance with the terms and provisions
of a certain Farmin Agreement dated January 30, 1985 ,
which provided for, among other things, the drilling of
a commercially productive test well as a condition to
Assignee's earning this conveyance. When Assignee has
recovered out of the proceeds from the sale of produc-
tion attributable to said acreage an amount equal to
100% of the cost attributable to said acreage for
drilling, completing, equipping and operating said test
well, Assignor shall have the option, for a period of
thirty (30) days after receipt of notice of such payout,
to elect to retain the overriding royalty interest
reserved herein or to convert such overriding royalty
interest to an undivided 25 % interest in said 1leases,
which interest shall be proportionately reduced the same
as for the overriding royalty interest reserved herein.

Assignor reserves unto itself, its successors and -
assigns, over, above and in addition to all royalties,
overriding royalties and other burdens, if any, against
the production from said leases, an overriding royalty
equal to the difference between the existing royalties
and overriding royalties and other lease burdens, if
any, of record on the effective date of this assignment
and twenty-five percent (25%) of 8/8th of all of the
0il, .gas, and other liquid or gaseous hydrocarbons pro-
duced and saved from or attributable to said leases
during the terms thereof; provided, however, that the
overriding royalty interest herein reserved shall be
proportionately reduced if any of said leases does not
cover a full mineral interest and/or this Assignment
does not convey full leasehold rights in any of said
leases. The overriding royalty interest reserved
hereby shall be free and clear of all costs of explor-
ing, drilling, producing, separating, treating, market-
ing and taxes, but shall bear its proportionate part of
all production, severance or other similar taxes.

This assignment is expressly limited in depth as to
rights from the surface of the earth down to a depth of
* feet and Assignor reserves unto itself, its

successors and assigns, all rights below ¥ feet

below the surface, including the right of 1ingress and
egress, and the use of as much of the surface of said
land as may be necessary for exploring the same for the
production of o0il, gas and other minerals.

This assignment shall be for so long as oil and/or gas
is being produced from the lands herein assigned.

The terms, covenants and conditions hereof shall be

binding upon and shall inure to the benefit of Assignor and

Assignee and their respective successors and assigns; and such

terms, covenants and conditions shall be covenants running with

¥ Total Depth plus 100 feet, see above.
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the land above described and the assigned premises and with each
transfer or assignment of said leases.

Executed this day of : ,

1981, however, effective as of * % .

ATTEST:

By:  EXHIBIT ONLY, NOT FOR EXECUTION

‘Assistant Secretary Title

¥% Date of Agreement to which a copy of this form of Assignment
is attached as an Exhibit thereto.

-3-



TEXAS ACKNOWLEDGEMENTS

(Corporate)

THE STATE OF

COUNTY OF

This instrument was acknowledged before me on

of s a Corporation, on behalf of

said corporation.

) Notary Public, State of

My Commission Expires:

(Individual)

" STATE OF

COUNTY OF

This instrument was acknowledged before me on

Notary Public, State of.

My Commission Expires:

A}



EXHIBIT III

TO

FARMIN AGREEMENT

NOTICES AND REPORTS

(WEST TEXAS DISTRICT)

In drilling any well hereurder, Operator agrees:

1.

To conduct all operations, as a prudent operator in accordance
with approved ard accepted practices prevailing in the area where
the well is drilled.

To allow assignor or its duly authorized representatives freedom of
the derrick floor and full and free access to the well and the re-
cords thereof at all times.

To adequately evaluate ard test, as a prudent operator, all zones
encountered within the agreed interval that may be capable of pro-
ducing hydrocarbons.

To notify assignor without cost of the following information, re-

ports and tests:

a. The actual spudding of any well and during.the drilling of that

well of any testing, coring, logging; at least 24 hours in
advance of said operations.

b. The name ard address of the geologist arnd/or engineer servicing
the well.

c. On a daily basis, during the business week, a telephone drill-

ing and completion report to in the assignor's
office; giving the nature of all work done,
depth, and formations penetrated: begirming the date actual
work is commenced on the location ard contimuing until initial
daily potential has been taken or, if a dry hole, until the
well is plugged and abandoned. ) '

d. The plugging and abandonment of any well; at least 48 hours in
advance.

All above mentioned information, to which assignor is to be noti-

fied, unless otherwise stated, is to be given by telephone to one
of the following persons (in order of priority):

OFFICE PHONE:

[P
g

NAME TITLE - HOME PHONE

To furnish assignor without cost the following reports, surveys,
samples, data and information:

a. All govermment forms, permits and correspondence pertaining
to the well.

b. Surveyors plat showing surface location of the well.



c. Directional surveys, if taken.

d. All watefvanalyses un.

e. Bottom holé pressure ard surface pressure reports taken.
f. Drilling time record.

g. Open flow potential, shut-in tests and gas analysis; if a gas
well.

h. Gas/Oil ratio tests.
i. A certified statement of the cost incurred in drilling, com-
pleting and equipping of all wells within 60 days of their com-

pletion.

j. A certified statement of the payout status of all producing
wells every 120 days.

k. Drill stem tests, if taken.
1. Core analysis, reports, and samples, if taken.
m. Mudlog Field prints, if num.
n. Mudlog Final prints, if run.
o. Field prints of all wireline surveys runm.
" p. Final prints of all wireline surveys rum.

All above mentioned data to be furnished to the assignor should be sent to ~
the following addresses:

Number of Copies

Data Reference: A-E F~-J K L M N O P




.- 8.
9.
10.

1L

12.

14,

15.

17.

18.

19.

20.

21.

A‘\‘
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FORM I

. EXHIBIT 1V
Farmin

, Attachment to KH¥R¥t Agreement dated ,Iannan¥ 30, 1985

Between TXO PRODUCTION CORP. and  Frank L. Shogrin

MODIFICATIONS AND COVPLETION OF

MODEL FORM OPERATING AGREEMENT A.A.P.L. FORM 619 - 1977

Title Page: Fill in blanks as applicable.

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

Preamble. Page 1: Enter name of Operator.

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

Article 1IL.B. - Interest 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. i
{t) Change the word "or” in line 61 on page 2 to "and".

Article 1V.8. - Loss of Title - Make the following changes on page 3:

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

(b) Insert "been responsible" after the word "therefore” in line 1 and delete the word "paid" in line 1.
(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. - Operator: Enter name of Operator in line 62 on page 3.

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

Article VLB.2. - Operations by Less Than All Parties: . ST

(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)."”

(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.L. - Limitation of Expenditures: Select Option No. 2 in line 10 on page 9.

Article VILD.3. - Limitation of Expenditures - In lines 30 and 38, on oage 9, for limitation of expenditure
of Operator for single project and amount above which Operator may furnish information AFE, enter $10,000.00.

.

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

{173y

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

Article VIII.B. - Renewal or Extension of Le=ses- On page L1, inline 35 after "leases.”, add the following:
"See Arucle XV.E. for adaitional provisions.”

Article VIILG. - Preferential Right to Purchase: Delete entire paragraph (lines 39 through 52 on page 12).

Article IX. - lnternal Revenue Code Election: If, and onlv if. a tax partnership is provided in the Farmout

Agreement to wnich thts Exhibie 1V is attached. insert in line 56 on page 12 "SEE EXHIBIT "G" ATTACHED.",
and delete the remainder of the Article (lines 57 through 70 on page 12, and lines | through 8 on page 13).

Article X. - Claims and Lawsuits: Enter on page 13, "Four Thousand" in line 14, and "4,000.00" in line 15.

Article X1, - Term of Agreement:

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

) In Option No. 2, enter "120" in blanks in lines 4 and 11.

Article XV. - Other Provisions - Add the (ollowiﬁg:




FORM

A. Sale of Gas Production:

It is recoznized by the parties hereto that in addition to each party's share of working intecest production as
shown in Exhibit "A", such party shall have the right, subject to existing contracts, 1o narket the royalty gas
attributable to each lease which it contributes to the Contract Area and to receive pavments aue for such rovaly
gas produced trom or ailocated to such lease or leases. It is agreed that. regardiess of whether each party markets
or contracts for its share of gas, including the royalty gas under the leases which 1t 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 do
$0.

B. Billing Additional Interestss

Notwithstanding the provisions of this agreement and of the accounting 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 credited to each Party on Exhibit "A". It is further
agreed that if any Party to this agreement (hereafter referred to as "Selling Party”) dispases of part of the interes:
credited to it on Exhibit "A", the Selling Party shall be solely resoonsible for billing its assignee or assignees. and
snall 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 if Selling Party disposes of all its interest as set out on Exhibit "A", whether 1o one or several
assignees, Operator shall continue to issue statements and billings to the Selling Party for the interest conveved
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:

-

I, 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 Selling Party on Exhibit "A",

C. Disbursement of Royaltiess

If 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 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 Operaror with the following:

I. Such documents as may be necessarv in the ooinion of Operator 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 royalty 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 promptly to
Operator in writing.

Operator will use its best eftorts to make disbursements correctly, but will be liable for incorrect
disbursement only in the event of gross negligence or willful misconduct. Any Non-Ooerater for whom such
disbursements are. made hereby agrees to indemnify and hold harrmiess Ooeratar for anv loss, inciuding court costs
and attorney's fees, which may be incurred as a result of Ooerator's making such dishursements in the manner

prescribed by Non-Ooerator.
D. Article YILG., Addition:

[t the Operator is required hereunder to pav ad valorem taxes hased in wnole or in part upon scparate
valuations of each partv's working interest, then notwithstanding anvthing 10 the contrary herein, charges to the
joint account shall be made and paid bv the parties hereto In accordance with the percentase of tax value

generated hv each partv's working intarest.



FORM 1T

E. Article VIILB., Addition=

Notwithstanding anything to the contrary contained herein, each partv committing a lease or leases to this
agreement snall have the ootion upon the exniration of each lease to renew or extend such lease and to bear the
renewal or extension costs and expenses and thereby retain its original interest and title in said leasc. By
exercising such ogtien. the parties' working interests shall remain unchanged. [f the oririnal lease owner dces not
exercise its option within sixty (60) days after the expiration date of the original lease, the renewal or extension
lease will then be subject to the terns of this article as written above. 1f any working interest owner other than
the original lease owner renews or extends the lease, the renewing or extending party shall furnisn the original
jease 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 ot 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

ootion hereunder. The provisions hereof shall only apply to leases or partions of leases located in the Contract
Area.

F. I[F APCOT-FINADEL JOINT VENTURE (FINA) becomes subject to this Operating Agreement the fotlowing
provision shall be applicable:

As between the interests of TXO and FINA, this Agreement shall be subject and subordinate to that certain
Oil & Gas Lease Acquisition and Development Agreement dated October 22, 1932, 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 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 XXI of
the Oil & 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 3JOINT VENTURE and any other party hereto the non-consent penalties
specified in Article VL.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 a depth greater than 10,000 feet subsurface.

H. Change of Operator:

In addition to any other rights expressly orovided herein, after any Operator has acted in that caoacity for a
period of not less than six months, then any Non-Operator may call a meeting of all working interest owners for the
purpose of selecting a new Operator by giving sixty (50) days written notice to all working interest owners. By
approval of a total of more than 50% in interest of the working 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 tmonth which occurs after the passing of thirty (30) days from the date of the selection of the new
Operator. Such successor Operator shall be required to perform the duties of Operator in accordance with this
Agreement. In such case, the retiring Opecator shall surrender possession of and deliver 1o the successor Operator
the exclusive possession of the premises and all common wells, facilities and funds in the possession of Operator,
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 Operator
hereunder, except any unfulfilled duties and obligations of such retiring Ooerator which have accrued prior to the
successar Operatar's assuming opsrations hereundar, for which the retiring Operator shall remain liable and

responsible notwithstanding the reason for its discharge.

22. Sienature é.mn: Enter effective date and names of parties.

23.  Acknowledernents: Insert approoriate acknowledgments for all parties,

24, Exhihit "A" _ Contract Area:

Use forin attached hereto and rnarked "Exhibit A", inserting appropriate
inforimation.

25.

Exhibit "2" - Formn of Lease: Use the form of lease attazhed hereto and labeled “Exhibit A",

~



26.

27.
28.

29.

30.

FoRM 1

Exhihit """ - Acconnting Procedure - Lise the COPAS - 1974 with the following selections and 1nser-

nuons:

1. Secuon I, Parazrach 3. Advances and Pavments by Non-Operators, shall be revised to read inits
entirety as follows:

IInless otherwise nrovided for in the agreement, the Onerator inay reauire the Non-Ooerators to
advan~e tasir 3Nare O INC eSUMATad GasH OUNIAY 197 1./ LISCSAMAT MoNiYs ANSriion. Joerdior
shall adjust each monthlv hilling to reflect advances received fro:n the Non-Ogserators. Each Non-
Operator shall pav its proportion of all hills within filteen {15) davs after receint. Lf pavinentis
not made within such time, the unnaid balance shall bear interest 'nonthly at the maximum legal
rate permitted bv the aoplicable usury taws in the state in which the joint property is located: or,
if 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 (13%) per annum. However, pursuant to either

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 IIl, Paragraph 1. Overhead-Drilling and Producing Operations:

(i)  Select: "Fixed Rate Basis. Paragrach 1A"
(ii)  Select: “shall not"

A. Overhead-Fixed Rate Basis

Drilling Producing
WVell Nepth Well Rate Wel! Rate

0 4,000 {x.
4,000 - 8,000 it. $5,233.00 $524.00
8,000 - 12,000 f1. "$5,233.00 $524.00

Over - 12.0C0 f. $6,802.00 $680.00

B. (Not Applicable)

3. Section lll, Paragrapnh 2. Overhead-Major Constraction

Line 5 - $25.000
-A - 5%, $25.100. $109.020
B - 3%, $102.00%

C-2%

Exhibit "N" - Insurance: {Jse the form attached hercto and marked "Exhibit D",

Exhihit "E" - Gas Ralancine: Use the form attached hereto and marked "Exhibit E".

Exhibit "F" - Nan-Dis~riminatinn and Certification of Non-Seerevated Tacilities: Use the form attached

hereto ana rnarked “"Zxnibit F".,

£ rised --- Exhibit "G" - Provisions Concerning Taxartion: (Jse the form attached hereto and marked
YExnuott G oniv 1f there s a tax sartnership.

(38



Attached to and made a part of that certain Operating Agreement

dated hy and hetween

, as Operator, and

, as Non-Operators.

EXHIBIT "A"

I. CONTRACT AREA:

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

HI. NAMES, ADDRESSES AND PERCENTAGES OF THE PARTIES:

IV. Oil and Gas Leases and/or Qil and Gas Interests subject to this Agreement:



FORX II

EXHIBIT "2

SCHEDULE CF INSURANCE

A. Unit Operator shall carrv 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. Workmen's Compensation and Emplover's Liabilitv Insurance as required
by the laws of the state where the property is located.

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

3. Comorehensive Automobile Public Liabilitv and Property Damaze
Insurance with a combined single limit of $500.000 for each occurrence.

4, Insurance coverage on equioment as the Operator deems necessary for
the protection of the joint account.

B. Unit Operator may carry and maintain in force for its benefit insurance of the

type and in the amount which Operator in its sole opinion deems necessarv to
protect it from loss resulting from any claims, damages, causes of action or
legz! liability in favor of a surface or mineral owner of lands covered hereby,
arising out of, in connection with, or as an incident to any act or omissicn of
Operator, its officers, agents or emplovees in carrving out its ressonsibilities

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 Empolover's Liability Coverage with not less than

$50C,000.00 for each accident. Any such policy of insurance shall conrtain
a waiver of subrogation in favor of FINA.



EXHIBIT "g"

GAS BALANCING AGREEMENT

L.

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 t2kin<
and disposition is not a conseguence 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 Agf‘eement. "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 anvy 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.

I,

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
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 applicable
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 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. :

1.

Should a party fail to take its full share of the different gas classifications
produced from the property, except as provided hereinbelow where such party is to furnish
maxe-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. During any monthly
accounting period when a party is unavle to take and market its full share (as such
quantity may be reduced in accordance with provisions nerein 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 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 cumnulative underproduction of a particular gas classification
category 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 cumnulative underproduced party
seeking to maxe up underproduction, each such cumulative underaroduced party shall be
entitled to make up gas in the direct proportion that the cumulative underproduction of
such party bears to all cumulative undernroduction of all parties then desiring mmake-up



gas of the particular 3as classification categorv. In the event there is more tha_.n 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 make-up gas (up to the twenty-five percent (25%) lirnitation heretofore
prov‘ided) in the direct pronortion that the cumulative oversroduction of such pgrty bears
to ail cumulative overproduction of all parties supplying gas of the particular gzas
classification category.

Any party having cumulative overoroduction in any narticular gas classiiizi-
tion category shall at all times be entitled to seventy-five percent (75%) of its full share
of gas of the particular gas classification category in which it is cumulatively over-
produced as long as suchi party remains overprcduced. Any paction 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-un 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 underproduced, shall be regarded as
gas taken for its own account with title thereto being in such party, whether such gas ba
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 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 voluine 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 each party by 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 neasurement 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 undernroduced 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 from 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 zas 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 .noathly the amounts so deterinined to he due for
storage fees. Operator shall in turn rmake monthly distribution of the storage fees

received from the underproduced party(izs) to the party(ies) entitled to be paid the
storage 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 settlement_oi
the imbalance by nayment to the Operator for the account of the partv or parties
underproduced in that particular gas classification category, based on the price per Mcf
the overnroduced party or parties actually received for each Mcf of the overcroducea 22s.
The price used for the ahove 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 Operator shall distribute the payments it has
received hereunder (from the overproduced party) to the underoroduced party or parties
entitled thereto in the proportion that eacn 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 correctness of the
funds received by it.

Vi,

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 accordance with the provisions of
the Operating Agreement. Nothing herein shall be construed so as to deny to any party
the rigint, 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.

V1L

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).



EXHIBT e

NONDISCRIMINATICN AND CIRTIFICATICN OF NONSEGREGATEID FACILITIZ

:al Ocoortunity Clause {4} CF3 40-1.5). {Applicable only 1o contracts or purchase orders for more than 510,529.)
During (e perfacmance of this cantrace, the Operator agre=s as {ollows:

(1) The Ccerazor will not ciscriminate 2gainst any emolcvee or asplicant for emplovment Secause ot racs, color, r::i;::n._ szx, CF nation
origin. The Oboerator will take aifirmative acuon 10 ensure that epoplicents are emoloyed, anc that employess are treated during Sm:?oymen
without ragare o their racs, ¢alor, religien, sex, or nationat origin. Such actizn shall incluce. Dyt not e limited to the fellowinz: Tmsioymen
UpgraI.ng, 2EMotien, OF raasiar, JICTUIIMeENt Of recruitmant acverusing, t2voll or tarminanons, nTiucing 2C0rantlesiio. T ’ araizr agre:
to pest :n conspictious places, available 1o emplovees and applicants for employment, noticss 19 de provided Jy the Contracung officer settr
{ortn the provisions of this nondiscrimination clause. ’

{2) The Operator will, in all solicitations or advertisements far employeas placed by or cn bzhalf of the Cperator, state trat all quatifiz
apglicants will recetve consideration 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 agresment or oth:
contract or understanding, a natice 10 be provided by the agency contracting officer, advising the labor union or wockers’ representative of

Operater's commitments uncer section 202 of Executive Order 11246 of September 24, 1265, and shall post copies of the notice in conspicuoc
places avaifable to employe=s and applicants for employment,

(4) The Operator will comply with all provisions of Executive Order 11266 of September 24, 1965, and of the rules, regulations, and relevar
orders of the Secretary of Labor. .

(5) The Operator will furnish all information and reports required by Exescutive Order 11246 of September 2%, 1965, and by the rule
regulations, and orders of the Secretary of Labor, or pursuant thereto, and will permit 2ccess o its books, records, and accounts by t&
contracting 2gency and the Secretary of Labor for purposes of investigation to asc

are

srtain compliance with such rules, regulations, and orcers.

(6} In the event of the Operator's noncomoliance with the nondiscrimination ctauses of this contract or with any of such rules, regulations, ¢
orders, his contract may be canceled, terminated, or suspended in whole or in part and the Operator may be daclared ineligible fer furtn-
Gavernment contracis in accordance with procadures authorized in Zxecutive Crder 11236 of Septambder 24, 1955, and such otner sanctions mz
be imposed and remedies invoked as provided in Executive Order 11246 of Seprambder 24, 1565, or by rule, regulation, or order of the Secretary ¢
Laber, or 25 otherwise provided by law. -

) {7) The Operator will include the pravisions of paragraph (1) through (7) in every subconzract or purchase order unless exempted by ruls
regulations, or orders of the Secretary of Lador issued pursuant to section 204 of Executive Ordar 11246 of September 24, 1955, so that suc
provisicns will be binding upon each subcontracier or vendor. The Operator will take such action with respaect 10 any subccniract or purc

orcer as the contraciing agency may direct as a means of enforcing such provisions including sancuions for noncompiiance: Provided, “oweva
that in the event the Operator becomes involved in, or is threatansd with, litigation with a subconiracior or vendor 2s a result ot such Qifeciion =
the contracting agency, the Operator may request the United States to enter into such litigation t0 protect the interests of the United States.

B. Certificaticn of Nonseerezated Facilities {41 CFR 40-1.8),

provisions of the tqual Opportunity Clause set out adove.)

a3
nas

{Applicable only to contracts or purchase orders which are net exempt from
: Y P

The Operator certifies that it does not, and will not, maintain or provide for its employees any segregated facilities at any of its establishmen:
and that it ¢oes not, and will not, permit its employees 10 perform their servicss at any location, uncer its control, where segregated facilities ar
maintained. The Operator agrees that a breach of this certilication is a violation of the Zcuai Cpportumity Clause in this contract or purchase orce
As used in this cerufication, the term “segregated {acilities" means any waiting rooms, work areas, rest rooms and wash rooms, restaurants znd oth:
=ating areas, time clocks, locker rooms anc other storaga or dressing arszas, parking lats, drinking {ountains, recreation of enteriainment area
irangportation, and housing facilities provided for emplovees which are segregated by explicit directive or are in fact segregated on the dasis of rac:
cre=d, color, or naticnal origin, because of habit, local custom, or otherwise. The Ooerator further agrees that (excc;c where it has obtained 1dantic.
ceruiications from prooosed subcontracters for specific time periocs) it will obitain identical certifications {rom proposed subcontraciors prior 0
award of suscsatracts exceading 513,000 wnich are not exempt {rom ths grovisions of he Scual Opportunity Clause; that it will cerain suc
c=riifications in its files; and that it will forward the {cilowing natice 10 such srososed sudbcontraciors (excent where the prooosed subcentracices has
submitted icantical cerufications for soscific time periodsh: NOTICE TO PROSSEZCTIVE SUBCONTRACTORS OF RAIQUIREMENT FOR CERTIFICS
TIONS OF NONSICREGATED FACILITIZS. A Certificate of Nonsegregated Facilities must de submitted prior to the award of a sudbcentra:
2xceading S1C,000 which is not examot from the provisicas of the £zual Coportunity Clause. The certification may be submities either for eac
subcoatract or for all subcontracts during a deriod (i.e., quarterly, semiannually, or annuaiiy).

C. Afflirmative Acticn Comoliance Preeram (] CF2 6C-1.%0)
contract or purcnase orcer 1s 1or 330,620 or more.)

(Applicable only if (a) the Operator has 50 or mocre employess and {d)

The Operator shall develon a written alfirmative action program for each of its establishments, and, within 122 days from the effactiveness -
his contract or purcnlse orcer, shall maintain a copy of separate programs for eacn estaslishment, including evaluations of utlizazion of minort
sroud personnel and the job clzssificazion taoles, at each local clfice responsible for the personnel matlers of such estadlishment.

D.

Emolover Infermation Rasgart (41 CTR 6C-1.7), {Aoolicable only if (a) the Operator has 58 or more emolovess, {5) the Oseritor is not exem

(pursuznt o secon 6G-1.5 ot Tatiz 41 of the Coce of Feceral Regulations) {rom the reguirement for filing Emsployer Information Repa
EZC-1, and {c) tne contract or purchase ordar is for 350,200 or mere.)
?

The Operator agrees 1o file with the aporopriate Foderal agency annually, on or before the 3lst day of March, compiets and accurate reports
Szancard Ferm 100 (£20-1) promulgated jointly by the Otffice of Federal Contract Compliance, the Zgual Employment Opportunity Commission &
Dtans for Progress or such torm as may hereaizer be promuigated in its place.

E.  Aflirmative Action for Disabled V=tarans and Vetsrans of the Vizwmam Zra (¢! CTR £3-250). {Applicatle only ta contracis or purchase ords
for 3:0,030 or more.) ]

The atfirmative action clause prescribed in section 80-250.5 of Title 4] of the Coda of Federal Regulations is incorporated herein by reference |
dermitted by section 63-25C.22 of said Regulations) as if set out in full at this soint.

. _ : Lf the Oos=rator {a) has 50 or mors employees and (5) this contr:
3¢ purchase orozr is for 550,200 or more, then within 120 days from the sffectiveness ¢f this contract or purchase crcer, the Operatac shall prep:

and maintain an alfirmative action program at each estadlishment which shall set {orin the Operator's policies, practicss and procedures in zccordan
it section 63-250.6 of said Reguiations. :

F. Affirmative Action for Handicanoed Workers {4} CTR £3-7%

U7 =

-4}, (Agolicable only o contracts or purchase eréers for $2,590 or more.)
The allirmative action clause prescrided in section 60-741.% of Title 61 of the Coce of Tederal Regulations is incorporatad herein by reference

sermittzd by secuon 65-741.22 of said Regulations) as if set out in full at tnis point. 1f the Cserator (a) has 50 oc Moce employess and {9) this contr:
3r purenase orcer s for 550,000 ar more, then, within 120 davs of the effac:

Zecliveness ef this cantract or purchase oréar, tne Operater shall prenare
- 4, N -~ ’ - M M N 1
Tanian an allirmative acucn program at eacn establisaiment, which program shall set forta the Operator's pohicizs, practrices 2nd procecures
sccerdance with section 60-741.6 of said Regulations.

G. Urilizztion of Minoritv Rusine«s Satarnrisas (Sadaral Begcpramene Reevizrions 1-1.13}). (Applicable only o cantracis or purchase ord
wnicn may exceed 312,800.) '

(1) Itis the nalicy of the Gavernment that minority business =ntararises shall have the maximum praciicadle oppariunity to participate in
performance of Coverrnment contracss. .

(2) The Qonerator agrees 1o use his best effarts 13 carry out this policy in the award of his subcontracss o th= {ullest extent cons:stent
the eliicient serfcrmance of this coniract. As used in this csnirace,
of

"Ne term YMminority Susiness entesarise’ MeEANs A dusiness, at feast 39 perc
WAICR 15 ownec Ty munority grous Mmambders Of, N C3se ¢l puducly owned Susinesses, at least 51 percent ol the slock cf which 15 ownec
minofity 2roun memders.  For the purposes Al this celinilion, minority 870uD memzers are Negroes, 52anish-sdeaking American pers:
Amenizza-Crientals, American-Indians, American-Zikimes, and Amesican Ajeuts.  Cantraziors may rely CA wriiten rearesentinions
SLDCOAIIZIONS regarcing ther STAtus A5 MINOMILY DUSINTIS ENIErErises un Jieu of an 1InCesencent 1nvesuigauon,
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NONDISCRIMINATION ANO CIATIFICATION OF NONSIGREIGATID FACILITIES

A. E

11 Ocserrunity Clause fel CF2 60-1.8). (Applicadle only ta contracts or furchase orcers lor more than $1€,033.)

Ouring tne periacmance of this cantract, the Operator agre=s as follows:

- ater will not discriminats against any emolovee or aoplicant for emolovment Sezause of race, calor, religiza, sex
(1) The Coerat Y oley 20 \

ot} . G ratics

origin. The Coerator -will take aliirMatve aclion to ensure that 2opliczants are emoloyec, and that emoloyess are treated curing emgloymer
. . * 3 L ) Zemal ar

witnout regarg to tneir racs, ctor, religien, sex, or national ofizin, Sch 3ctizn shail include, dut not 2z limitzd 13 the fellowing: “mIiayms=

U2graz.ng, c=molidn, OF aNsIer, JITTUILTIENL OF raTruiimant acveruiniag, lavoll or 12rmnalions, iAQivcing 2grInliizinb. . pRiar asie
10 post in consoicuous claces, availadle 1o employvess and applicants for employ/mant, nondss (3 3¢ provided Jy the contraclin eRn sty
forta ine provisions of this fondiscriminanon clause.

(2) The Qperator will, in all salicitations or advertisements for empioye=s slacsd Sy or on dzhall of the Cperator, state that all qualili
applicants will receive coasiceration {of employment without regarc 1o race, color, religion, sex, 07 rational origin.

. - . . . . . . - [
(3) The Operator will send to each labor union or reprasentative of workers with which it has a collective bargaining agresment or otn
coatract or understanding, 3 notice {0 be drovided by the agency cantracting officer, acvising the ladar unien of wockers' representative of @

Operator's commitments uncer section 202 of Executive Order 11266 of September 2%, 1965, ana shall post copies of the nolice in conspicuce
places availablie w0 employe=s and applicants for employment,

(8) The Operator will comply with all provisions of Executive Qrder 11246 of September 24,

1965, and of the rules, regulations, and releva
atdecs of the Secretary of Labor. . )

(5) The Operator will furnish all information and reports required by Exscutive Crder 11246 of Septembder 284, 1963, and by the ruis
regutations, and orders of the Secretary of Labor, of pursuant thers=to, and will ~zrmit 2ccess 0 its booxs, records, and accounts by t
gontraciin

g agency and the Secretary of Labor for purposes of investigation to ascertain comgpliance with such rules, regulations, and orcars.

{8) In the svent of the Operator's noncompliance with the nondiscrimination clauses of this contract or with any at such rules, regutations,

orders, ihis contract may be canceled, terminated, of susoenced in whole or in part and the Ocerator may Se declared ineligible for fuztn
Government Contracis in accorcancs with procadures authonzed in Zxecutive Qrdsr 11236 of Sentamoer 24, 1965, and such oiher sanclians m
be imposed and remedies invoke< as provided in Executive Order {1246 of Sepiambaer 24, 1565, or dy rule, regulation, or order of the Secretacy
Labor, or 2s otnerwise provided by law,

(7)) The Operator will include the provisions of paragraoh (1) through (7) in every subcentract or purchase order unless exempted by rule
regulations, or orders of the Secrezary of Labor issued pursuant to section 206 of Sxecunive Crosr 11236 of Septembder 25, 1963, so that su
provisicns will be binding upon each subcentracter or vencor. The Opsrator wdl rake such action with respect 10 any sudceniract or purcha
orcer 25 the contracting agency may direct as a means of enforcing such orovisions including sanctions for noncomoiiance: Proviced, “oweve
that in the event the Operator becomes involved in, or is threatsned with, litigation wiin a subconiracisr or vendar a5 a result ol such cireclion:
the conrtracting agency, the Operator may request the United States o enter into such litigation o protect the interests of the Uatted States,

B. Certification of Nonsegrazated Facilities (¢1 CFR 50-1.3). (Apolicable only to centracts ar purchase orders which are hot exempt from U
provisions of the tqual Opportunity Clause set out adove.) ’ : -

The Operator certifies that it does not, and will not, maintain or srovide for its employees any segregated facilitizs at any of its estadlishmen:
and that it does not, and will not, permit its employees 10 parfarm heir servicss a2t any locauion, uncsar its contrel, wnere segregated {acilities a.
maintainsd. The Ocerator agrees that 3 breach of tnis ceriilication is a violaton of the Zcvai Cpportunity Clause 1a this contracs or purchase orce
As used in this cerufication, the term “segregated {acilities” means any waiting rooms, work areas, rest rooms and wash rooms, estauranis 2nd ot

=ating areas, time clocks, locker rooms and other storage or dressing arsas, parking lots, érinking fauntans, recreatisn of enterzainment arez
rzngoortziion, and housing facilities provided for emplavess which are segregated by exohic:T directive or are in fact segregated on the dasis of rac
zre=4, color, or national origin, because of habit, local cusiom, or otherwise. The Ooerator further agreas that {(excent where 1t has odtainad iden
cerufications from prooosed subcantraciors {or specific ime periocs) it will obiain identica! cartifications from proscsed subcontraciars grior W0 U
award of - suscentracts excesding $10,600 wnich are not exampt irom thz provisions of e Scual Opportumity Clause; that it will retain su
ca=z-ifications in its files; and that it wil forward the {zllowing natics 19 such orodosed subconracicrs (excedt wners the prososed sudbgcatracicrs ha
;uaminted idantical cerulications for soecific time periocs): NOTICI TO PROSPICTIVE SURTONTRACTORS CF AIQUIRIMENT FOR CIRTITIC,
TIONS OF NONSZCREGATED FACILITIES. A Cerrificate of Nensegregated Facilities must be submitted prior to ne award of a subceartr2
exce=ding $1C,CC0 which is not exempt from the provisions of the Szual Coportumity Clause. The certification may be submitted eitner for ea:
sudcsatract o for all subcontracts curing a period (i.e., quarzerly, semiannually, or annualiy).
C. Affirmative Action Comnliancae Prozram (] CF2 £8-1.L9),

ccanract or purcnase oreer s 1oc 330,030 or more.)

.-
nud

(Applicadle only if (a) the Operator has 50 or more employess and {3} ©

The Operator shall davelop a writien atfirmative action prozram for each of iis establishments, and, within 129 days from the effzciveness
this contract or purcnase orger, shall maintain a copy of separate pragrams for eacn esiaalishiment, including evaiuations of uulization of mincc:
groun personnel and the job cizssifization tanles, at each logal clfice resyansidle foc the

D.

Fersannel Mmatllzrs of such estanlishment,
Emalover Information Resort (51 CFR £6-1.7). {Aoolicable only if (a} the Oneratar has 50 cr more emplovess, {5) the Oderator is not exem
{purscant o section 6G~1.5 ot Tiu= 1 of tne Ccce of Feceral Regulations) from ihe requirement for filing Tmoloyer [nformaticn
EZC-1, and (¢) ihe contract or purchase order is for 550,200 or more.)

Reoc
The Operator agress to file with the appropriate Faderal agency annually, on or befere the Jlst day of March, compiets and accurate reports
Sranc¢ard Form 100 (S20-1) promulgated jointly by the Olfice of Feceral Contract Compliance, the Zgual Employment Opportunity Commission &
Plans for Progress or such form as may hareaiter be promuigated in its placs.
£ Affirmarive Action for Disabled Verarans and Vaterans of the Viztnam Bra {&! CTR $3-250). (Applicztle only to contracts or purchase crd:
for 30,030 or more.)

The affirmative action clause prescribed in section 60-250.5 of Titls 4] of the Cozz of Fadaral Regulations is incorporated herein by refzrence
sermitied by tection 60-250.22 of said Regulations) as if set out in full 3t this soint. I thz Onzrator {a) has 50 or mor=s employees ané {b) this contr.

st purchase orasr is for 350,300 or mare, then within 120 cays from the =ffeciiveness of this csntract or purchase order, the Operatar shall pren.
and raintain a0 af{irmative action program at each establishment which shall set {ortn the Operazor's policies, practicss and procecures in zccorda:
with section A7-250.6 of saud Regulations. .

F.

Alfirmative Action for Handicanoed Wackars (61 CFR 68-721.%). {Apdlicadle anly 13 contracss or purchase orders for $2,500 or more.)

The affirmative action clause pre=scrided in seczion 60-761.% of Title ¢1 ¢f the Coce of Tedaral Ragulations is incarporatzd herein by referencs
Fermilied by section 65-741.22 of said Regulations) as if set outn full at tnis soint. 1 tNe Oserator (3) has 59 or moce emdloyess and (B) this conts
3r purcnase orcer is {or $30,200 or mare, then, wethin 120 davs of the affs2tivences ¢!

= ¢ ’ : Ris CSntract or purchase order, e Operater shall orepare
Taniain an allirmative acusa program At each establishment, which program snall set fortn tnhe Operatar's policics, practices and procecures
scgorcance with section 60-741.6 of said Regulations.

[THH .t $ w2 o R = . T - - - —— P 2 R -
C. Usitizaition of Ainority Businzes Satersrises (Taderal Boscuremens Daoviztiang 1-1.13). {Appiizable only o contracis or purchase orc
whch Mmay exceed 313,5500

(1) It is the policy of the Governmant that minority business satzrprises shall have the maximum practicadle ©PPOrIuNiTy to particizate in
pecformance of Coverrment contracs:s.

e e(?,)\cf:‘oagc‘rator agrees 1o use his best eflorts 19 CArry out 1Mis oaticy in the award of his subcontracts 13 thz {ullest extent cons:stent s

o w;:m- i O::;frr:\ancc of this coniract. As usec in thus c:m::.-:::, the term "minonity Susiness entesprise’ MmeAns A dusiness, at 'east 50 per

r.‘lxnon:. g < 2y mmorf_:y gTouz membders Or, N Cise¢ S PUduCly OWneo usinesses, at least S percent ol tNe stock ¢! which 13 ownec
Y 27CuD memders. For the oursoses af this celininion, minority

Americ: Crientais, ’ y

0 VI 8rouD memzers are Negroes, 323Misnespeaxing American pers
American-lngians, American-Zskimes, and Amer:can
seocentria:

221068 reva N Aleuts,  Cantragiass may rely CA wriilen representations
c: SYRICING Thair $13Tus 25 MINDFICY DUBINTIS enterfrites in liey Of 20 iIncesencent iAvesigation.




EXHBIT s

NONDISCRIMINATION AND CIRTIFICATICN OF NONSZIGREIGATEID FACILITIES

A. Ecual Ocsorrunity Clause (61 CF2 60-1.5). (Applicable only to contracts or surchase orders {ar more than $1€,630.)
During tne periocmancs af this contract, the Operator agre=s as {ollows:

{1) The Czerator will not ciscriminate 2gainst any emcleyee or asplicant for empoloyment because of rzcs, caler, ratigicn, s&x, of ratiss
origin. The Coerator will take ailirmative aclion to ensure that applicants are employed, and that employess are treated curing emzloyme:
witnout ragard to their racs, calar, religien, sex, or natianal origin. Such 1ctiza shall includs. Sut not e limitad 19 the fellawing: Zmsioyma:
UDgrazI.ng, TEMolisn, 0F WANsIer, SICINUITENt or raTroitmeant acversing, lavall Sf t3rMnations, (nTIUCING 220reAnSesNi0. Lo 2

to pest :n consoicuous olaces, available to employees and applicants {or employmeant, noticss t9 e provided 3y the contracting
fortn ine provisions of this nendiscrimination clause.

(2) The Operator will, in all sclicitations or advestisements for employess placed by or con bzhalf of the Cperatar, state tnat all qualili
applicants will receive consideration for employment without regard to race, color, religion, sex, of national origin.

(3) The Operator will send to cach labor union or representative of workers with which it has a collective bargaining agresment or oth
contract of uncerstanding, a notice 6 be provided by thz agency contracting officer, advising whe Jabor union or wockers' representative of

Operater's commitments uncer section 202 of Executive Order L1246 of September 24, 1965, and shall post copies of the notice in censpicuc
places available to employe=s and applicants {or employment.

(4) The Operator will comply with all provisions of Executive Crder 11266 of September 24, 1965, and of the rules, regulations, and releva
orders of the Secretary of Labdor. L .

(5) The Cperator will furnish all information and reports required by Exscutive Order 11246 of Septembder 2%, 1965, and by the rui-
regulations, and orders of the Secrstary of Labar, or pursuant thereto, and will cermit 2cce=ss 3 its books, records, and accsunts by t
contracting agency and the Secrztary of Labar for purposes of investigation to ascartain compliance with such rules, regulations, and orders.

(6) In the svent of the Cperator's noncompliance with the nondiscrimination clauses of this contract or with any of such rules, regulations,
orders, this contract may be cancgeled, terminated, or suspenced in whole or in part and the Overator may be declared ineliginle fer {urir

Covernment CeAtracls in accorcance with procsdures authorized in Zxecurive Qrder 11256 of Septamber 24, 1953, and such other sanctions m
be imposed and remedies invoked as proviced in Executive Order 11246 of Septamber 24, 1565, or by rule, regulation, or order of the Secretary
Labor, or 2s otherwise provided by law,

. (7} The Operator will include the provisions of paragraph (1) through (7) in every subconiract or purchase order unless exempted Sy rul:
regulations, or arders of the Secretary of Labar issued pursuant to secion 204 of Executive Ordar 11246 ot Seatamber 2%, 1955, sc that su
provisicns will Se binding upon each subcontractor or vendor. The Operator will take such action with respec: 10 any subcsairact of purcha
orcer as the contracling agency may direct 2s a means of enfercing such provisions including sanctions for noncampiiance: Provided. “owev-
that in the event the Operator decomes involved in, or is theeatensd with, litigation with a SUBCEAITactar oF vendor as a result 61 such Cirecion
the contracting agency, the Ogerator may request the United States to enter into such litigation to protect the intsrests of the United States.

B. Certification of Nonsegrezared Facilities (41 CFR 30-1.3). (Apglicable only ta centracts or purchase orders which are hot exempt ‘rom t

provisions of the zqual OUpportunity Clause set out adove.) 2

t
The Operator certifies that it dees not, and will not, maintain or pravide for its employees any segregated facilizies at any of its establishmen:
and that it does not, and will not, permit i%s emoloyees 0 perform their sacvicas at any location, uncar i1 contrel, wnere segragated lacilities 2
maintained. The Operator agrees that a breach of tnis certification is a violation of the Zcuai Cgportunity Clause in this contract or purchase orcs
As used in this certilication, the term “segregatsd facilities" means any waiting rooms, work areas, rest rooms and wash rooms, restauraats zad oth
=ating areas, tme clocks, locker rooms anc other storage or dressing areas, parking lots, drinking fountains, recreaticn or entertainment are:
transdortation, and housing facilities provided for employess which are segregated by explicit directive or are in fac? segregated on the basis of rac
<re=2, color, or national origin, because of haoit, local cusiom, or otherwise. The Qperator further agrees that (excent where it has obrained jdantic
ceruficzlions {rom provosed subcantractors for specific time periocs) it will obtain identical certifications irom prososed subContraciors Sriof 10 T
award of suzcsntracis excesding $10,0C0 wnich are not exempt from ths provisions of the Zcual Opnortunity Clause; that it will r=
eriificazions in its {iles; and that it will forward the fcllowing notice 10 such crooosed sudcontraciors (exceot whers e prooosed subcentrac
sudbmitied icantical cernfications for soscific time pertodsk: NOTICZ TO PROSPITTIVE SUSCONTRACTORS OF RIQUIREMENT FOR CER
TIONS OF NONSICREGATED FACILITIZS. A Certilicate of Nensegregated Facilities must be submitted prior to <he award of a subcsars
=zce=ding S1C,000 which is not exemot from the provisicns of the Szual Coooriunity Clause. The certification may be submittag eitner for e

subcsatract or {or all subcontracts during a period (i.e., quarterly, semiannually, of annualiy).

s

er 0t

C. Affirmative Action Comoliance Program (k1 CFR 6C-1.t9). (Applicadle only if (a) the Operator has 50 or more employess and (5} +.
contract or purchase ercer s 1eor 359,000 or morel}

The Opsrator shall develoo a writien alfirmative action program for each of its establishments, and, within 129 days from ne effsctiveness
this contract or purcnase orcer, shail maintain a copy of separate programs for eacn ssiaslishment, including evaluations of utilizazicn of minen:
4rous personnel and the job classifization taales, at each locai alfice respansible for the personnel Mmatizrs of such estanlishment.

D. Emnlaver Infermation Resort {41 CFR 6C-1.7). {Aoolicable only if (a) the Operator has 52 or more =molove=s, (5) the Oserator is not exes
(pursiant 1o secuien 65~1i.5 or 1tz 41 of the Ccoce of Feceral Regulatons} {rom the requirement for filing Emoloyer nformaticn Repc
EZZ>-1, and (¢} tne contract or purchase order is for 550,030 or more.}

The Operator agress 10 file with the appropriate Federal agancy annually, on or Sefore the 31st cay of March, compiets and accurate reports
S2andard Ferm LCQ (22C-1) promuigated jowntly by the Oifice of Federal Contrace Compiiance, the

- t Fe S3ual Employment Opportunity Commission 2
Plans for Progress or such form as may hereafier be promulgated in its place.
E. Affirmavive Action {or Disabled Vererans and Veterans of the Viemam -3 (&

! CFR 33-250). (Applicatle only to contracts or purchase ore:
foc 310,020 or more.)

The allfirmative action clause prescrided in section §0-250.5 of Title 41 of the Coca of Faderal Revulations is incorporated herein Sy r2farence |
srrmitticd by secticn 60-250.22 of said Regulations) as if set out in full at this soint. 18 the Opzrator {a) has 50 or mors emplovees 2né {5) this contr:
3¢ purchase orcer is for 350,500 or more, then within 120 cays from the 2ffectivaness of tnis cantract or purchase erder, the Operater shall prep:

and maintain 2n aflirmative action program at each estadlishment which shall set forin the Ooarator's policies, practiz=s and procecures in zccordar
with section 63-250.6 of said Repuiations. . :

F. Affirmative Action for Handicasoed Workers (61 CF2 53-721.5). (Azalicasle only to contracts or surchase crders far §

2,520 or mora.}
The alfirmative action clause prescrided in section 63-751.% of Title t1 of the Coce of Secaral Rzgulations is incarporatad herein by reference
FeTmilled Dy section 6C-741.22 of said Regulations) as if set out in full at 2nis point. 1f the Qzeratar (a) kas 39 or more emdloye=s and {5) this contr.
3F purchase orcer is for $50,200 or more, tnan, within 120 days ol the ellzztiveness ¢f this contrast or purchase orcsr, tne Operater shall prepare
Taniain an alilrmative acucn program at each estadlishiment, whicn program shall set {orta the Operator's policizs, practices and procecures
“Leercance with section 60-741.6 of said Regulations,

G. Utilization of “inority Bysiness Caternrisas (
which may exceed 313,550.)

deral Brocurement Deoviztiang {.1,13).

(Applicable only 10 contracts or purchase ord

(1) It s the rolicy of the Covernmant that minority business 2nter3rises shall have the maximum practicadle opportunity to particizate in
performance of Covernment contracis. 4

. (.2‘) "he Ooeratar agrees 1o use his best efforts 1o €arry out this solicy in the award of
the ellicient serfermance of tnis c
ol wnicn

minarity
Amer;zz
sudCons:

his suncontracis 10 the fullest extent consistent u
SNIract. : s nirace, u “my Sips . 4y - -
s ownee vy o nNIract. Asusecin thisca s '»-.1: term "minoriTy Susiness enterprise” Mmeans 3 Susiness, at teast 39 perc

-y KﬂOf:ly g7oud memders or, 1N Case ¢o PR3Cy ownea S

2roun memoers. & ) v Susinesses, at least 5] percant ¢l the s%0ck ©f which 15 owned

g: nders. o - . Qimies . e : o .

e For the 2urgoses ol T3 CelililidN, MinAfily £rOous memszers arz Negroes, 32ansh-sDeaxing American pers:
Tientdis, American-lnzians, American-Zcekirmes, and

LY - i e
ors - Smerican  Ajeuts. Contraziors may rely ca wrilten rspreseatitions
izt fEXarcing their status as Minorily Jusiness entersoites in Leu of an InCedengent invesgation,
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« Revised 7-81

FARMIN AGREEMENT

F NEW MEXICO } Re: T-18-S, R-32-E
STATE © R Section 26: NW/4
COUNTY OF _ LEA ) Lea County, New Mexico
This agreement is made and entered into this _ 30th day of January ‘s

19 85, by and between _ Jack Huff
hereinafter called Assignor and TXO PRODUCTION CORP., a Delaware corporation, hereinafter
called Operator. Assignor owns certain oil and gas lease(s) described in Exhibit "I"
attached hereto. The lands described in Exhibit "I" are hereinafter referred to as the

. "farmin area", and such lease(s), insofar only as the same cover the farmin area, are
hereinafter referred to as "said lease". Operator has expressed a desire to acquire
certain interests in said lease and the farmin area by conducting drilling operations as .
hereinafter provided; and subject thereto, Assignor hereby assigns to Operator one hundred

percent (100%) of its right, title and interest in said lease, subject
to the rights, reservations and limitations set out, hereinbelow. The recordable assign-

ment to be delivered hereunder shall be in the form of that attached hereto as Exhibit
IIIIII.

I. LEASE AND TITLE DATA

Upon request, Assignor shall furnish Operator copies of said lease and title data in its

possession, and Operator, at its sole cost and expense, may obtain any additional title
data desired.

~.

B : IT. TEST WELL

On or before June 1, 1985 » Operator agrees to commerce br'; ;#,
cause to be cormenced the actual drilling of a well, hereinafter referred to as the "test
well" at a location _66Q' FNI & 660’ FWl Section 26, T-18-S, R-32-F

. . The test well shall be drilled in a goad
and workmaniike manner and with .due diligence to a depth of 13,400

feet beneath the surface of the earth or to a depth sufficient to test thoroughly the

Morrow Formation » whichever is the lesser depth, hereinafter
called the "objective depth"; provided, however, Operator shall have the option to drill

deeper.

The test well shall be completed as a commercial producer of o0il or gas, or plugged and

abandoned as a dry hole, within 90 days after commencing drilling
thereof. -

If, prior to reaching the objective depth, formations, conditions, steep dips, excess
lost circulation, or mechanical wellbore problems are encountered which would render
further drilling operations by a prudent operator impracticable or which cannot be.
penetrated by the use of customary drilling procedures or techniques (hereinafter re-
ferred to as "impenetrable conditions"), Operator shall plug and abandon the test well.
In the event impentrable conditions are encountered before reaching the objective depth,
Operator shall have the right to extend the terms of this agreement if Operator commences
a substitute test well within 30 days from the date of plugging and abandoning the test
well. In the event Operator drills the substitute test well, the same shall be drilled
in accordance with the terms and conditions contained herein which are applicable to the
test well. Any well drilled under this agreement that is not completed as a well capable
of commercial production shall be plugged and abandoned at Operator's sole cost in

gccordance with the rules and regulations of the governmental authority having Jjuris-
iction. : '

If the initial test well, or substitute therefor, results in a dry hole, Operator, at its
option, may drill further or subsequent wells to the depth and under the conditions
herein stipulated, provided operations for the drilling of each such well shall be
cormenced within not more than 45 days following the date of plugging and abandoning the
preceding well drilled hereunder. Any well drilled by Operator hereunder to establish
initial production shall be referred to as the “test well",

Operqtor shall obtain and pay for all permits and licenses, if any, required for con-
ducting operations hereunder and shall strictly comply with all applicable laws and
ordinances and all applicable governmental rules, requlations and orders in connection
with qualifying for and conducting operations hereunder, including, without limitation,

- o | Q- BFesd —F7 =/
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V. OTHER COMDITIONS

right to assign 25% of its working interest (proportionatg]y reduced)
I§0A5535r¥$:a§2$ Jo?nt Venture? As between the interest of TXO and FINA, this Agreement
shall be subject and subordinate to that Certain 0il & 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 0il
& Gas Lease Acquisition and Development Agreement{ the terms of ;he p11 and Gas_Lease
Acquisition and Development Agreement sha]l.preva11.‘ Upon termination of the 0i1 and
Gas Lease Acquisition and Development Agreement, thys Agreement sha]]_be amended as
between TXO and FINA in the manner provided in Article XXI of the 0il & Gas Lease
Acquisition and Development Agreement.

All héadings in this farmin agreement are for reference purposes only and have no ~
binding effect on the terms, conditions or provisions of this agreement. :

.

This agreement shall extend to and be binding upon not only the parties hereto but
their respective heirs, personal representatives, successors and assigns.

Executed in duplicate as of the day and year first above written.
ASSIGNOR:
) /7

OPERATOR: TXO PRODUCTION CORP.

B)’AM\/&(A\ AX _— /@Z/"f

| ' John\D. Huppler (
! ('SLeder Vice Presidgn?
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XV. QTHER CONDITION

TXO reserves the right to assign 25% of its working interest (proportionately
reduced) to Apcot-Finadel Joint Venture. As between the interest of TX0 and
FINA, this Agreement shall be subject and subordinate to that Certain 011 &

Gas Lease Acquisition and Development Agreement dated October 22, 1982, between
TXO PRODUCTION CORP. and APCOT-FINADEL JOINT VENTURE. In the event of a con-
flict between this Agreement and the 0i1 Acquisition and Development Agreement,
the terms of the 0il and Gas Lease Acquisition Development Agreement shall pre-
vail. Upon termination of the 0il and Gas Lease Acquisition and Development
Agreement, this Agreement shall be amended as between TX0 and FINA in the manner

provided in Article XXI of the 0il & Gas Lease Acquisition and Development
Agreement.

‘ .All headings in this farmin agreement are for reference purposes only and have no
binding effect on the terms, conditions or provisions of this agreement.

 This agreement shall extend to and be binding upon not only the parties hereto but
their respective heirs, persanal representatives, successors and assigns.

Executed in duplicate as of the day and year first above written.

ASSIGNOR:
N Tl
NN A (- ’j\‘( Ll

Joan €. Auff 3 @ U

OPERATOR: TXO PRODUCTIOM CORP.

By:
John D. Huppler.,
Senior Vice President

L
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FARMIN AGREEMENT

STATE OF NEW MEXICO ] Re: _T-18-S, R-32-E
i Section 26: NW/4
]

Lea County, New Mexico

COUNTY OF __LEA

This agreement is made and entered into this 30th day of January
19 85, by and between Petro-Atlas Corporation
hereinafter called Assignor and TXO PRODUCTION CORP., a Delaware corporation, hereinafter
called Operator. Assignor owns certain oil and gas lease(s) described in Exhibit "I"
attached hereto. The lands described in Exhibit "I" are hereinafter referred to as the
“farmin area", and such lease(s), insofar only as the same cover the farmin area, are
hereinafter referred to as "said lease". OQOperator has expressed a desire to acquire
certain interests in said lease and the farmin area by conducting drilling operations as
hereinafter provided; and subject thereto, Assignor hereby assigns to Operator one hundred
percent (100%) of its right, title and interest in said Tease, subject
to the rights, reservations and limitations set out, hereinbelow. The recordable assign-

ment to be delivered hereunder shall be in the form of that attached hereto as Exhibit
IlIIll‘

it

I. LEASE AND TITLE DATA

Upon request, Assignor shall furnish Operator copies of said Tease and title -data in its

possession, and Operator, at its sole cost and expense, may obtain any additional title
data desired.

IT. TEST WELL

On or before June 1, 1985 » Operator agrees to commerice or _ . _
cause to be commenced the actual drilling of a well, hereinafter referred to as the "test
well" at a location _66Q' ENI & 660' FWl Section 26, T-18-S, R-32-E

. The test well shall be drilled in a good
and workmanlike manner and with .due diligence to a depth of 13,400
feet beneath the surface of the earth or to a depth sufficient to test thoroughly the

Morrow Formation » whichever is the lesser depth, hereinafter
called the "objective depth"; provided, however, Operator shall have the option to drill
deeper. .

The test well shall be completed as a commercial producer of oil or gas, or plugged and

abandoned as a dry hole, within 90 days after commencing drilling
thereof. -

If, prior to reaching the objective depth, formations, conditions, steep dips, excess
lost circulation, or mechanical wellbore problems are encountered which would render
further drilling operations by a prudent operator impracticable or which cannot be
penetrated by the use of customary drilling procedures or techniques (hereinafter re-
ferred to as “impenetrable conditions"), Operator shall plug and abandon the test well.
In the event impentrable conditions are encountered before reaching the objective depth,
Operator shall have the right to extend the terms of this agreement if Operator commences
a substitute test well within 30 days from the date of plugging and abandoning the test
well. In the event Operator drills the substitute test well, the same shall be drilled
in accordance with the terms and conditions contained herein which are applicable to the
test well. Any well drilled under this agreement that is not completed as a well capable
of commercial production shall be plugged and abandoned at Operator's sole cost in

accordance with the rules and regulations of the governmental authority having juris-
diction.

If the initial test well, or substitute therefor, results in a dry hole, Operator, at its
option, may drill further or subsequent wells to the depth and under the conditions
herein stipulated, provided operations for the drilling of each such well shall be
commenced within not more than 45 days following the date of plugging and abandoning the
preceding well drilied hereunder. Any well drilled by Operator hereunder to establish
initial production shall be referred to as the "test well".

Operator shall obtain and pay for all permits and licenses, if any, required for con-
ducting operations hereunder and shall strictly comply with all applicable laws and
ordinances and all applicable governmental rules, requlations and orders in connection
with qualifying for and conducting operations hereunder, including, without limitation,

s
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XV. QTHER CONDITIONS

the right to assign 25% of its working interest (proportionat¢1y reduced)
Iﬁ?AS?SEngsade1 Jo?nt Venture. As between the interest of TXO and FINA, this Agreement
shall be subject and subordinate to that Certain 0il & Gas Lease Acquisition and
Development Agreement dated October 22, 1982, between TXO PROQUCTION CORP. and APCOT—
FINADEL JOINT VENTURE. In the event of a conflict between this Agreement and the 0il
& Gas Lease Acquisition and Development Agreement, the terms of.the 911 and Gas_Lease
Acquisition and Development Agreement shall prevail. Upon termination of the 0il and
Gas Lease Acquisition and Development Agreement, this Agreement shall.be amended as
between TXO and FINA in the manner provided in Article XXI of the 011 & Gas Lease
Acquisition and Development Agreement.

ATl héadings in this farmin agreement are for reference purposes only and have no
binding effect on the terms, conditions or provisions of this agreement.

This agreement shall extend to and be binding upon not only the parties hereto but
their respective heirs, personal representatives, successors and assigns.

Executed in duplicate as of the day and year first above written.

ASSIGNCOR: PETRO-ATLAS CORPORATION

By: Yo Z Hondeo = )
James L. Hardeén, ITI
President

OPERATOR: TXO PRODUCTION CORP.

By: MKA B/fixf\g K/\-/ W

John D. Huppler ¥ {j {)

N

Senior Vice President




