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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
IIII“'

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. -

»,

- | 1. TEST WELL

On or before June 1, 1985 » Operator agrees to}commeﬁce br'i ;‘L_
cause to be commenced the actual drilling of a well, hereinafter referred to as the "test
well" at a location _660Q' FNI & 660' FWl Section 26, T-18-S, R-32-F

. 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 0il 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 i3 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 iuris-
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 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 vor 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,
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the Fair Labor Standards Act, the Occupational Safety and Health Act, all applicaplg
pollution control laws, ordinances, rules, regulations and orders and those partaining tc
ecology and the environment (as all of same have been or may hereafter be amended).
Operator shall also, unless exempt, comply with Executive Order 11246 (Equal Employment
Opportunity) effective October 24, 1965, as same may hereafter be amended or superseded,
together with all relevant governmental rules, regulations and orders promulgated pur-
suant thereto. Operator agrees that all provisions of said laws, ordinances, rules,
regulations and orders shall be deemed incorporated herein by reference and shall be
binding upon QOperator to the same extent as if copied in full herein.

Unless hereinafter otherwise provided, the'éntire cost, expense and risk of the drilling,

complieting, equipping, plugging and abandoning of each and every well drilled under the
provisions hereaf shall be borne by Operator.u

I11. FAILURE OF PERFORMANCE

There is no obligation upon Operator to commence a well under the terms of this agree-
ment,-and the only penalty for failure to commence such well, or to drill to the ob-
jective depth and complete the test well as a well capable of commercial production, will
be the forfeiture of all rights hereunder and the automatic reversion to Assignor of the
interest hereby assigned effective as of the date hereof.

In the event of Operator's failure or default in the commencement and drilling of the
well in the time and manner herein provided, then Assignor shall be relieved of the
obligation to make any assignment of said lease and then Assignor may, at its option,
‘terminate this agreement by written notice to Operator under this agreement shall there-
upon cease. No such written notice of termination shall be necessary in the event
Operator fails to earn the leasehold interest above~-described.

IV. ASSIGNMENTS, CONDITIONS AND RESERVATIONS »
. Ly T .
When Operator has drilled the test well provided for herein and has completed it as a —~

well capable of producing in paying quantities, Assignor shall execute and deliver to
Operator a recordable agsignment of said lease upon request.

The assignment shall cbnvey one hundred percent (100%) of the right, title and interest
of Assignor in and to the lease down to the total depth of the test well plus 100 feet,
but except and reserve to Assignor the following described overriding royalty: ’

being the difference between 25% of all the oil and gas produced and the total

of all existing lease burdens of record to the extent that TXO shall be
! delivered a 75% net revenue lease

-r

which shall be convertible, at Assignor's option to 25 % warking interest in
said lease, well, production and equipment used or appurtenant thereto when the value

of the preoduction from the test well, after payment of presently existing lease burdens
(including the above reserved overriding royalty,) is equal to the cost of drilling,
completing, equipping, and operating said well. If Assignor elects to convert the over-
riding royalty interest to the working interest, then such conversion shall be effective
as of 7:00 A.M. on the first day of the month following the month during which said
recovery occurred. Such overriding royalty interest reserved shall be free and clear of
all costs of exploring, drilling, producing, separating, treating, marketing, and taxes,
including ad valorem taxes, but shall bear its part of gross production taxes. The
overriding royalty herein reserved and the working interest to which it may be converted
shall be proportionately reduced if any of said lease(s) does not cover a full mineral
interest and/of the assignment made hereunder does not convey full leasehold rights in
any of said lease(s). If, prior to payout of the test well, Operator elects to drill

an addition well on the farmin area, then Operator shall give Assignor written notice
prior to the date Operator intends to commence the drilling of such well. Assignor shall
have an option for a period of thirty (30) days after receiving such written notice
within which to elect to convert its reserved overriding royalty interest into a working
interest, as aforesaid, as to the farmout area, save and except as to the test well
during payout of said test well. Once an election is made it shall apply to all of

the farmout area, but will not be effective as to the test well until payout of such
test well.
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It is agreed and understood that should Assignor elect to take a working interest in the
earning well drilled hereunder, the premises will be operated under the provisions of an
Operating Agreement as described in Exhibit “IV" attached hereto and by this refergnce
made a part hereof. It is understood and aqreed that in the event the terms of this
agreement conflict with any of the terms and conditions of said Operating Agreement, ther
in such event as between the parties hereto the terms of this agreement shall control.

With respect to Exhibit "II", the parties hereto hereby approve and confirm all the
terms, covenants and conditions therein set forth and which are fully incorporated -
within this agreement, and agree that the assignment(s) provided for herein shall be
subject to, and in-accordance with, and shall contain the terms, covenants and conditions
contained in said form of assignment. : '

VI. CONTINUQUS DEVELOPMEN?‘FOR ACREAGE TO BE EARNED

If the test well is completed as a well capable of producing gil and/or qas in
paying quantities, then, UNLESS Operator shall commence another well within -
ninety ( 90 ) days after completion of the test well, there shall be, ef-

fective as of the date hereof, an automatic reversion to Assignor of the interest hereby
assigned as to all acreage in the farmin area that is not included in a governmental
prescribed proration or drilling and spacing unit for the test well. If there are no
such prescribed units, exclusive of statewide field rules, then such reversion shall

occur except as to that portion of the farmin area included in each 160

__-acre gas unit or fo+y (40) -acre 0il unit formed around each well capable of
_producing oil or gas 1n paying quantities. S

Subsequent wells must also be commenced within ninety ( 90 ) days

after completion of the preceding well. A1l such wells shall be drilled to a depth
sufficient to test the same intervals or formations productive in the test well in which
commercial production is established. Cumulative credit shall be given for faster ..
drilling. Operator shall not be required to drill any additional wells, but when Op-.
erator fails to commence any well within the prescribed period, there shall be an auto-
matic reversion to Assignor of the interest hereby assigned, effective as of the date
hereof, except as to each tract (as described above) upon which there is located a well
capable of producing o1l or gas in paying quantities. '

In order for any of the test or development wells provided for herein to be considered as
drilled to completion as a well capable of producing in paying guantities, it must fall
within one of the following categories: :

(1) Production pipe set in the well, perforated and oil and/or gas being sold to a
bonafide market. _

.

(2) Production pipe set, tested and proper Commission forms furnished Assignor indi-
cating the well is a commercial gas well.

In order for any of the test or development wells to be considered as drilled to com-
pletion as a dry hole, it must have been properly plugged and abandoned in accordance
with the terms and conditions of said lease and the rules and regulations of the govern-
mental authority having jurisdiction.

VII. INSURANCE

Prior to the commencement of any drilling operations on the farmin area, and for as long
as this agreement remains in effect, Operator shall at its own expense provide and main-
tain in force .the following insurance and furnish Assignor certificates of same:

(1) Workmen's Ccmpensation Insurance and Employer's Liability Insurance as hay be
required by laws of the State of New Mexico

(2) Comprehensive General Liability Insurance covering both bodily injury liability and

preperty damage liability with a Combired Single Limit of $500,000.00 for each
occurrence.

[N
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(3) Comprehensive Automobile Public Liability and Property Damage Insurance with a
combined single limit of $500,000.00 for each occurrence.

(4) Catastrophe Comprehensive Liability Insurance with minimum limits of not less than
$1,000,000. 00.

VIII. NOTICES AND REPORTS

Operator agrees to provide the information and perform those services outlined in Exhibit
"III" attached to this agreement and made a part hereof.

IX. ABANDONMENT OF WELLS

Prior to Operator abandoning any wells on the farmin area hereunder, Assignor shall have
the right within forty-eight (48) hours after receipt of notice of Operator’'s intention
so to abandon, to take over the well or wells for additional testing by any method, or
for deepening with Assignor being solely responsible for all-costs and expenses in e
connection therewith, including standby rig time, if required. If the well is taken over
by Assignor for the purposes expressed above, and such work results in a completion
attempt wherein a well capable of commercial production is encountered, all of Operator's
rights in such well and in and to the farmin area except as to lands included in an
established spacing or proration unit upon which is located a well capable of producing
in paying quantities, shall automatically revert to Assignor effective as of the date
hereof; provided that Assignor agrees to pay Operator the reasonable salvage value of any

salvageable material in the hole which Operator has contributed, less the cost of sal-
‘vaging same.

If no completion attempt is made or if the completion attempt results in a dry hole,
Assignor agrees to plug and abandon the well or wells at its sole cost, risk and expense,
and Operator's rights hereunder shall remain in full force and effect. oL

-
-~

X. RESTORATION OF PREMISES

For any well drilled on said lands, Operator agrees to abide by the terms and conditions
in said lease and Operator shall restore the surface of the lands as near as practicable
to its condition before the commencement of operations hereunder, and in conformance with
applicable laws and ordinances and applicable governmental rules, regulations and orders.

XI. RENTAL AND SHUT-INS

During the time in which this agreement is in force, Assignor shall use its best efforts
to make payment of annual delay rentals, or minimum royalties in excess of those paid
from actual production as required by said lease, but Operator agrees to reimburse
Assignor for all rentals, or minimum royalties attributable to the farmin area so paid

which are allocable to the Tands which may be covered by this agreement. Operator shall
make payments of shut-in royalty that may be due.

XIV. RELATIOMSHIP OF PARTIES

It is not the purpose or intention of this agreement to create, nor shall the same be
construed as creatig any mining partnership, commercial partnership or other partnership
relation nor shall the operations of the parties hereunder be construed to be considered

as a joint venture. The liability of the parties heretc shall be several and not joint
or collective. ' i

Each of the parties hereto elects, under the authority of Section 761{a) of the Internal
Revenue Code of 1854, to be excluded from the application of all of the Provisions of
Subchapter K of Chapter 1 of Subtitle A of the Internal Revenue Code of 1954. If the
income tax laws of the states in which the property covered hereby is located contain, or
may hereafter contain, provisions similar to those contained in the Subchapter of the
Internal Revenue Code of 1954 above referred to under which a similar election is per-
mitted, each of the parties agrees that such election shall be exercised. If applicable,
Assignor is hereby authorized to execute and file on behalf of both parties hereto such
elections with the appropriate governmental agencies.
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XV. QTHER CONDITIONS

right to assign 25% of its working interest (proportionately reduced)
1§OA;§§§rg$:a§2$ Jo?;t Venturef; As between the interest of TX0 and FINA, this Agreement
shall be subject and subordinate to that Certain 0i1 & 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 0i1
& Gas Lease Acquisition and Development Agreement, the terms of ﬁhe p11 and Gas.Lease
Acquisition and Development Agreement shall prevail. Upon termination of the 0il and
Gas Lease Acquisition and Development Agreement, thys Agreement shall.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:

OPERATOR: TXO PRODUCTION CORP.

By: }@M\/(f(«\, N :,;X_ — /07/'/7

Johm\D. Huppler 1/
(%énidr Vice Presiggn
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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 TXO and
FINA, this Agreement shall be subject and subordinate to that Certain 0il &

Gas Lease Acquisition and Development Agreement dated QOctober 22, 1982, between
TXQ 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 TXO and FINA in the manner
provided in Article XXI of the Qil & 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 agrgement‘shall extend to and be binding upon not only the parties hereto but
their respective heirs, perscnal representatives, successors and assigns.

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

ASSIGHNOR:
S

S 3 1 qQ:::>¥§Z4255552227T;;/j%77
Joan E. Auff - <Jack Huffy A

OPERATOR: TXO PRCDUCTION CORP.

By:
John D. Hupnpler,
Senior Vice President

I}



ATTACHED TO AND

MADE A PART OF THAT CERTAIN__FARMIN AGRECMENT

DATED. January 30 , 1985 ,BETWEEN TXO PRODUCTION CORP., AND EXHIBIT I
Jack Huff
SCHEDULE OF LEASES , PAGE__1 ofF__1

. o

COUNTY: _-m> ) {THE RECORDING REFERENCES HEREIN ARE TO THE RECORDS IN SAID COUNTY

STATE: Zmz memﬂo )" IN WHICH OIL, GAS AND MINERAL LEASES ARE RECORDED.)

D
LEASE NO. DATE OF LESSOR LESSEE RECORDE DESCRIPTION
LEASE BOOK PAGE

NM 40452 | 1/1/1973 United States Joseph S. Sprinkle 284 620 T-18-S, R-32-E*

Frank L. Shogrin
James L. Harden

Section 26: NW/4

*Insofar and only insofar as said lease covers
Section 26: NW/4. In addition, Assignors save
and except from the NW/4 of Section 26, the surface
to 4825' below the surface of the earth.

EXHIBIT: TXO0-149
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EXHIBIT II
TO
° FARMIN AGREEMENT

PARTIAL ASSIGNMENT OF OIL AND GAS LEASES

STATE OF __ NEW MEXICO

§ - o
§ KNOW ALL MEN BY THESE PRESENTS:
COUNTY OF LEA § .

That¢ Jack Huff

(hereinafter 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 ﬁAssignee"), the receipt and sufficiency of
which are hereby acknowiedged, does, subject to the terms and pro-
visicons hereln contalned, hereby transfer, sell, assign and con-

vey unto the sald Assignee, 1ts 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 o0ill, gas and mineral leas;;
described in Exhibit "A," attached hereto and by reference made a
part hereof and the lands covered b& such leéses insofar only és
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, togéther
with such interest's part of all production, if any, produced
under such oil, gas and mineral lease§ and a like interest in all
personal property, fixtures and equipment-logated 6n fhe lands
described in Exhibit "A" or used or obtained in 'connection with
such leases.

The o0il, gas and mineral leases described in Exhibit.
"A" insofar as the same cover the lands described therein are
hereinafter referred to as "sald leases".

The 1nterest in said leases assigned Assignee

hereunder shall be subject to such interest's proportionate part

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

-’
-

the terms, conditions and provislions set forth therein. Such

* The number to be inserted here shall be
the Total Depth drililled in feet, plus 100.



interest shall also be sgbject 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)

(%)

This assignment is executed and delivered by Assignor

to Assginee in accordance with the terms and provisions
cf a certain Farmin Agreement dated January 30, 1985 s
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 leases,
which interest shall be proportionately reduced the same
as for the overriding royalty interest reserved herein.

Assignor reserves unto itself, its successors and T
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
rlghts from the surface of the earth down to a depth of

feet and A551gnor reserves unto itself, its
successors and assigns, all rights below * feet
below the surface, including the right of ingress 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 o0il and/or gas
is being produced from the lands herein assigned.

The terms, ccvenants 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.

-2-



the land above described and the assigned premises and with each
transfer or assignment of said leases.

Executed this day of . y

1981, howvever, effective as of * % .

ATTEST:

py: EXHIBIT ONLY, NOT FOR EXECUTION

‘Assistant Secretary g Title

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

-3-
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TEXAS ACKNOWLEDGEMENTS

(Corporate)
THE STATE OF
COUNTY OF -
This instrument was acknowledged before me on . by
3
of , 2 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:




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 and accepted practices prevailing in the area where
the well is drilled.

2. 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.

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

4. To notify assignor without cost of the following information, re-
ports and tests:

a. The actual spudding of any well ard duang 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 ard/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: begimning the date actual
work is commenced on the location and contimuiing until initial :
daily potential has been taken or, if a dry hole, until the
well is plugged and abandoned.

d. The plugging and abardorment 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:

-
'S

NAME TITLE < HOME PHONE

5. To furnish assignor without cost the following reports, surveys,
samples, data ard information:

a. All govertment forms, permits and correspordence pertaining
to the well.

b. Surveyors plat showing surface location of the well.
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c. Directional surveys, if taken.

d. All watef analyses run.

e. Bottom hoié pressure and 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 equlpplng 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 testé, if taken.

1. Core analysis, repérts, and samples, if taken.
m. Mudlog Field prints, if rum.

n. Mudlog Final prints, if run.

o. Field prints of all wireline surveys-.run.

p- Final prints of all wireline surveys run.

-

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 X L M N O P

gt
v .'




9.
10.

.

12,

14,

15.

17.
13.

19.

20.

21.

FORM 1L

EXHIBT v

Attachment to Farmout Agreement dated Jaauary 30, 1985

Between TXO PRODUCTION CORP. and __Jack Huff

MODIFICATIONS AND COMPLETION OF

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

Title Page: Fill in blanks as applicable.

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

Preamble, Page |: Enter name of Operator.

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

Article I{LB. - Interest of Parties in Costs and Production: Delete the words "which will be barne by the
Joint Account” in lines 19 and 20, on page 2.

Article [V A . Title Examination:
(a) Select Option No. 2.

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

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

(3a) 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 1.
(¢} 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 AL

Articla V1.8.2, - Qoerations bv Less Than All Parties: ' oo

(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 linc 19 on page 7.

Article VII.D.1. - Limitation of Expenditures: Select Option No. 2 in line |0 on page 9.

Article VIL.D.3. - Limitation of Expenditures - In lines 30 and 38, on oage 9, for limitation of exvenditure
of Operator for singie project and amount adove which Operator may furnish information AFE, enter $10,620.C3.

Article VIL.E. - Rovalties, Qverriding Rovalties and Qther Pavments: In line 43 on page 9, enter “one-eighth

mg)u.

Article VIL.G. - 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 Article XV.E. for additional provisions.” -

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

‘.

Article IX, - Internal Revenue Code Election: [f, and onlv if. a tax partnership is provided in the Farmout
Agreement to wnicn this Exnio:t 1V is attached. insertan 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 $ on page 13).

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

Articie Xl - Term of Agreement:

(a) Select Option No. 2 in line 1 on page 4.

{b) In Option No. 2, enter "120" in blanks in lines & and L1,

Article XV. - Other Provisions - Add the followiﬁg:




-

FORM T

A. Sale of Gas Production

It is recognized by the parties hereto that in addition to each party's share of working interest production as
shown in Exhibit "A", such party shall have the right, subject to existing contracts, to rnarket the royalty gas
attributable to each lease which it contributes to the Contract Area and to receive pavments Jue for such royasty
gas produced {rom or allocated to such lease or leases. It is agreed that. regardless of whether each party markets
or contracts for its share of gas, including the royalty gas under the leases which it contributed ta 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 othec parties hereto harmless for its failure to do
so.

B. Billing Additional Interests:

Notwithstanding the provisions of this agreement and of the accounting procedure attached as Exhibit "cv,
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 furth=r
agreed that if any Party to this agreement (hereafter referred to as “Selling Party"} disposes 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
shall remain primarily liable to the other parties for the interest or interests assiened and shall make prompt
payment to Operator for the entire amount of statements and billings rendered to it. 1t is further understood and
agreed that if Selling Party disooses of all its interest as set out on Exhibit "4", whether to 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 assiznee 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 snhail furnish to Operator the followinyg:

b -
-

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

2. The name of the assignee to be billed and a written statement signad by the assignee 1o 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 Royalties:

It a purchaser of any oil, gas or other hydrocarbons produced from the Contract Area declines o make
di-;bursemcnts of all royalties, overriding royalties, working interests, and other pavments out of, or with respect
to, production revences 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 Cperator do so. Each Non-
Operator for whom such dishursement is made shall furnish Operator with the following:

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

s

2. An initial list of names, addresses, and interests (to0 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 shail be furnished promptly to
Operator in writing.

Operator will use its best efforts to make disbursements correctly, but will be liable for incorrect
disbursement oniy in the event of gross negligence or willful misconduct. Any Non-Operator for whom such
disbursements are. made hereby agrees to indemni{v and hold harmless Ooecrator for any loss, including 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. Articie VILG., Addition:

H the Operator is required hereunder 10 pav ad valorem taxes hased in wnole or in part upon scparate
valuations of each partv's working interest, then notwithstandine aavthing to the contrarvy heremn, charges to the
joint account shall be made and paid bv the parties hereto in accarcance with the percentace of tax value
generated hy each partv's working intarest.
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E. Article VIILB. Addition:

Notwithstanding anything to the contrary contained herein, each partv committing a lease or leases to this
agreement snall have the option upon the exniration of each lease to renew or extend such lease and 1o bear the
renewal or extension costs and expenses and thereby retain its original interest and title in said lease. By
exercising such optisn. the parties’ working interests shall remain unchanced. 1f the original lease owner dces not
exercise its option within sixty (60) days after the expiration date of the original l2ase, the renewal or extension
lease will then be subject to the terins of this article as written above. If any working interest owner ather than
the original lease owner renews or extends the lease, the renewing or extending party shall furmish 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 receipt 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 apply to leases or portions of leases located in the Contract
Area.

..

F. IF APCOT-FINADEL JOINT VENTURE (FINA) becomes subject to this Operating Agreement 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 & Gas Lease Acquisition and Davelopinent Agreement dated October 22, 1932, between TXQO 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 terns of the Oil & Gas Lease Acquisition and
Develooment Azreement shall prevail. Upon termination of the Oil & Gas Lease Acquisition and Development
Agreement, this Agreement shall be amended as between TXO and Fl:\};\ in the manner provided in Articte XXI of
the Qil & Gas Lease Acquisition and Develooiment Agreement.

G. 1f APCOT-FINADEL JOINT VENTURE becomes suybject 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 V1.B. 2(a} shall be 100%/109%; 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 ¥00%/400% as to all wells
drilled to a depth greater than 10,000 {eet subsurface.

H. Change of Cperator:

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 inonths, then any Non-Operator mav call a meeting of 2l working interest owners for the
puroose of selecting a new Operater by giving sixty (60) 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 workinz 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 from the date of the selection of the new
Operator. Such successor Ogerator shall he required to perform the duties of Operator in accordance with this
Agreement. In such case, the retiring Operator shall surrender possession of and deliver to 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 ooeration 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 QOoerator which have accrued prior to the
successor Operator's assurning operations hereundsr, for which the retiring Operator shall remain liable and
responsible notwithstanding the reason for its discharge.

22. Sienature f}we: Enter effective date and names of parties.

23.  Acknowledements: nsert approoriate acknowledgments for all parties.

24, Exhihit “A" - Coateact A\rea:

Use forin attached hereta and rnarked "Cxhibit \", insecting appropriate
tnforinauon.

25. Exhibit "8 - Form af Lease: Use the lorm of lease attached hereto and labeled “Exhibit A",

>~
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26.  FExhihit " - Acconntinz Procedure - Use the COPAS - 1974 with the lallowing sclections and inser-
tuans:

l. Section I, Paragraoh ). Advances and Pavments by Non-Ooerators, shall be revised to read in its
entirety as {ollows:

Vinless otherwise nrovided for in the agreement., the Onerator inav require the Non-Operators to
advance taeir jnare of the estimated Cash MUY 197 I8 SHICLIMAT MONIA'S Ancraudn. Joeraiar
shall adjust each monthlv hilling to reflect advances received ira:n the Non-Ooerators. Eazh Non-
Operator shall pay its proportion of all bitls within fifteen (I15) davs after receint. lf payment is
not made within such tirne. the unnaid balance shall hear interest monthly at the maximum legal
rate permitted by the aoplicable usury laws in the state in which the joint prooerty is located: ar,
it the maximum lesal parmitted rate is less than eighteen percant {13%) per annum and such rate
may be modified as agreed between the oarties, then, in such event, the unnaid halance shall baar
interest monthly at the rate of eighteen percent {I3%) 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 I, Paragraph 1. Overhead-Drilling and Producing Operations:
(i)  Select: "Fixed Rate Basis. Paragraoh 1A"
(i) Select: "shail nor" '

A. Overhead-Fixed Rate Basis

Drilling Producing
WVell Nesnth Well Rate Wel! Rate

0 - 4,000 {1.
4,050 - 8,000 ft. $5,233 $524

,r

8,000 - 12,000 fr, T $5,233 $524
Over - 12.000 ft. $6,802 $680

B. (Not Applicable)
3. Section 1, Paragrapn 2. Overhead-Major Construction
Line 5 - $25.080
-A - 395, §25.2920. $199.910
B - 3%, $109.709
c-2%

27. Exhibit “N* - Insurance: llse the torm attached hercto and marked "Exhihit D™,

23. Exhihit "E" - Gas Balancine: Use the form attached hereto and marked "Exhibit &,

29. Exhibit "F" - Non-Dis<riminatinn and Certification of Non-Searevated Facilities: Use the {orm attached
hereto ana marxkead "Sxnbit F.

30. [ nsed --- Exhihit "G" - Provisions Concerning Taxation: Use the form attached hereto and marked
’ "Extuott GV oniv 1f taere t3 a4 tax partnersap.

-y’
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Attached to and made a part of that certain Ooerating Agreement

dated __ by and between

-~ —— e —

, as Operator, and

, as Non-Operators.

EXHIBIT "a"

. CONTRACT AREA:

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

formations: . ~

-

L. NAMES, ADDRESSES AND PERCENTAGES OF THE PARTIES:

[V. Qil and Gas Leases and/or Qil and Gas [nterests subject to this Agreement:



FORM II

EXHIRIT "

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 subceontractors to carry the same, to-wits  *

1. Workmen's Compensation and Emplover's Liabilitv Insurance as required

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

Comprehensive 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 DanYaze

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 of the

type and in the amount which Operator in its sole opinion deems necsssary 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 any act or omissicn of
Operator, its officers. agents or emplovees in carrving out its resoonsibilities
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
property is located and Emplover's Liability Coverage with not less than
$50C,000.40 for each accident. Any such policy of insurance shall contain
a waiver of subrogation in favor of FINA.
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. EXHIBIT "E"

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 2kinz
and disposition is not a consequence of other provisions of this Agreement. A party
owner's "full share” shall be the arnount 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 difiference 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 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.

11

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 1978, as same may he amended, by
any authority having the right to establish categories thereunder, or pursuant to any other
apnlicable 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 proparty, 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 unable to take and market its full share (as such
quantity may he reduced in accordance with provisions herein for providing make-up gas)
of each gas classification, the other joint interest owners shall be entitled to oroduce 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 propartion 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 parties having a cumulative overproduction status.

Any party having cumnulative undaroraduction 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-tive percent (25%) of the
full share of gas of parties having cumulative overoroduction of such particular
gas classification. In the event there is more than one cumulative underproduced party
seeking to maxe up underproduction, each such cumulative undernroduced party shall be
entitled to make un gas in the direct proportion that the cumulative undecproduction of
such party bears to all cumulative underproduction of all narties then desi.ring mnake-ud
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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 underoroduction, in
absence of agreement between the affected parties, each such cumulative overproduced
party shall furnish make-up gas (up to the twenty-five percent (25%) lirnitation heretofore
provided) in the direct proportion that the cumulative overproduction of such party bears
to all cumulative overproduction of all parties supplying gas of the particular gas
classification category. _

Any party having cumulative oversroduction 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 whnich 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 ather cumulative underproduced pacty or parties up to tie 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
overproducticn, 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, 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
catezory 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 hy each gas classifica-
tion category.

- For purposes of balancing, the rneasurement point of the gas taken (both
quantity and quality) shall he the party's discharge mmeasurement 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 payabdle 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 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 volumne of make-up zas 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 underproduced
party(ies) shall remit to Operator .nonthly the amounts so determined to be due for
storage fees. Operator shall in turn rnake monthly distribution of the storage fees

received from the underproduced party(ies) to the partylies) entitled to be paid the
storage fees.
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At-the termination of gas production for a given gas classification catezory
Ifrom the property, the overproduced party or parties shall make a monetary settlement‘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 overprocduced 22s.
The price used for the above calculation shall be the overproduced party's or parties’
honafide collected gas sales prics(s) less rovalties. 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 ¢an be made. The Operartor shall distribute the payments it has
received hereunder (from the overproduced party) to the underoroduced party or partias
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 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 right, 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 purchasér.

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 partis
receiving payments furnish a corporate undertaking satisfactory to the paying party(ies).
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NCNOISCRIMINATION AND CIRATIFICATICN OF NONSIGRECATED FACILITIES ’

YRR Y=Y

A. Ecual Ocsortunity Clayse (01 CF2 60-1.8). (Applicadle only ta contracts or zurchase orders lor more than $1C,030.)
During tne pertormance of this eontract, the Operator agress as lollows:

{1) The Coerater W.l” not disc_riminuc against any emclovee or asplicant for emoloyment Secausa of racs, cslor, o3t
origin. The Operator will take aliirmative action 1o ensure that aooiicants are employed, and that emoloyess are ire
witnous: regarc to their race, cdlor, religion, sex, or nationat erizin. Soch 2etion shall meiuce. Sut nat S limitad o the ¢
©3grasing, TTmMotidn, QF ransier, SITTUILMeENt o cesriitmant acversising, lavoll 37 1TrmMINanions, nCUGING 2230r2nUilsNi0.

- 2r
to post i consoicuous places, availadle to employess anc aoplicants for employment, naticss 19 e provided 3y the contracting offiter setwir
forta the provisions of this nondiscrimination clause.

(2) The Operator will, in all salicitations or advertisements for emoloyees plac=d by or on dzhall of the Cperator, state tnat all qualiliz
applicants will reczive consiceration for employment without regard o race, color, religion, sex, of rational origin.

{3) The Operator will send to0 each labor union or representative of worksrs with which it has a callective bargaining agreszment cr oths
contract or understanding, a notics to be provided by the agency Contracting oificer, acvising the labor union or workers' regresentative of
Operater's commitments uncer section 202 of Sxecutive Ordar 11246 of Ssptember 24, 19635, and shall post copies of the noltice in censpicuoc
places available to employe=s and applicants for employment.

(8) The Operator will comaly with al
ordars of the Secretary of Labor.

provisions of Sxecutive Qcder 11246 of Septamber 2%, 1965, and of the rules, regulations, and relsver

(5)_ The Opcra!_or will furnish all information and reports required by Exacutive QOrder 112566 of September 2%, 1963, and by the ryle:
rezulations, and orders of the Secrstary of Labor, or pursuant thersio, and will permit 2ccass to its books, records, and accounis by N
conragiing agency and the Secretary af Labar far purpases of investigaticn to ascartain compliance with such rules, regulations, and arcser

cers.

() In the event of the Operator's noncompliance with the nonciscrimination clauses of this contract or with any of such rules, regulations, ¢
orders, this caniraci may be canceled, terminated, or susdenced in wnole or in part and the Operator may be declared ineligible for fur
Goverament CoAtracts in aceordancs with procsdurss authorized in Zxscutive Crder 11236 of Septemder 24, 1955, 2nd such othar sanciion
be imposed and remedies invoked as provided in Executiva Order 11256 of Septambder 24, 1965, or by rule, regulation, or order of the Secrezary
Labor, or 2s otherwise provides by law, n

. {7) The Operator will include the provisions of paragraph (1) through (7) in every subcontract or purchase order unless exempted by ruls:
regulations, or orders of the Secretary of Lador issued pursuant to seciion 204 of Executive Ordar 11246 of September 25, 1945, sa hat suz
provisions will be binding upon each subcontractor or veador. The Operator will take such action with respect 10 any subCenIract of purchas
orcer as the contracting agency may cirect as a means of enforcing such provisions including sancilons for noncompiiance: Provicesd. Noweva-
that in the event the Operator becomes involved in, or is threatensd with, litigation with a subconiraciar or vendor as a result of suca cirzaticn =
the contracting agency, the Operator may request the United States to entar into such lizigation to praiect the intacests of the Untted Siates.
B. Cerzification of Nonsegrezated Facilities (&1 CFR $0-!1.3),

provisions of the tqual Opportunity Clause set out adove.}

Ne-

) . N »
(Apolicable only to centracts ac pucchase ardacs which are net exemgt from n

& ey =-

The Operator certifies that it does not, and will nat, maintain oc provide for its employees any segregated facitiziss at any af its estadblishment:
and that it ¢oes not, and will not, permit its employees to perform their servicss at any locauon, uncar it3 control, where sagregated facilizies ar
mainiained. The Operator agrees that a dreach of tnis ceruification is a violation of the Zcual Cpportunity Clause in this ¢ontrast or purciase orcss
As used in this czrutfication, the term “segregated {2c:lities” means any wailing rooms, work areas, rest rooms and wash rooms, restaurants ind oths
=ating areas, time clocks, locker rooms and ather stor2gs or dressing areas, parking lots, drinking fsuntains, czCreatisn of enteriainment area:
wansoortation, and housing facilities provided for emdlovess which are segregated by explicit directive or are in fact segragated on the dasis of rag:

<re=2, color, cr naticnal origin, because of habit, local cusiom, or otherwise. The Operztor further agress that (exczpt wnere it has obtained ideniz:
ceruficazions from propased subcontraciors {ar specific ume periods) it will obrain identical certifications from prosesed subcontractors grisr 0 1o
award of .sudcontracis exceszding $1G,600 wnich are not exemat frem the srovisisns of *he Zgual Onportunity Clause; that it will retain suz
c=rtifications in it files; and that it will forward the {tllowing notics 19 such croooses subcontraciors (excest whers e orooosed subcoNtraciars bav
submirted icantical certifications for so=cific time periocsk: NOTICZ TO PRCSPECTIVE SUBSONTRACTORS OF RIQUIREMENT FOR CIRTIFICA
TIONS OF NONSICRECATED FACILITIES. A Cersiticate of Nensegragated Facilities must be suamitted priar to the award of 2 sutcearas
=xce=ding S$10,000 which is nat exempt from the provisians of the Sgual Coporiunity Clause. The certification may de submitizd eitnar for eaz
sudcoAtract or for all subcontracts curing a period (i.e., quarterly, semiannually, or annualiy).

C. Affirmative Action Comoliance Orszram (41 CF2 6C-1.83). (Applicadle only if (a) the Operator has 50 or more employess and {3) ==
conzract or purchase orcer is tor 359,680 or morel)

The Operator shall develap a writien affirmative action program for each of its establishments, and, within 129 days from the effsztiveness =
this contract or purchase orcer, shall maintain a copy of separaie programs lor eacn sstadiishment, including evaluations of utif
sroun persannel and the job classification taales, at each lacal olfice respansible o the

izazien of muncrt
(ol d

personnel matzars of such esianlishment.
D. Emnlever Infermation Resoct (51 CTR 6C8-1.7). (Aoslicable oniy if (3) the Qperatar has 59 ¢r more emolovess, {5) the Oseratar is nat axems

{pursczat 10 secuon 83~1.5 of Titiz st of the Coce of Feceral Regulations) {rom the requirement for {iling Employer [nformatizn Reoe:
EZZ-1, and {¢) the contract or purchase order is for 350,800 or more.)

The Operator agress 1o file with the apprapriate Fzderal agancy annually, on or befcre the 31st day of March, compiets and accurate reports &
Srandard Form 100 (E50-1) promulgated jointly by the Ollice of Federal Caatract Compliance, the 2

t re S Zgual Employment Opportunity Commission &°
Plansg for Progress or such form as may hareaiter be promulgated in its placs.
£ Affirmative Action for Disabied Vererans and Versrans of the Visrnam Zra (8! CFR $2-750). (Applicatle only to contracis or purchase ceés

for 316,630 or more.)

The affirmative action clause peescribed in section 60-250.5 of Titls 41 of tha Cads of Faderal Regulations is incarporated herein by referance {
sermitted by section 63-25C.22 of said Regulations) as if set out in {ull at this point. 15 the Oparator (2) has 50 or more employees and {5) this contes

3r purchase oraer is for 350,200 or mare, then within 120 days from the =ffegtiveness of Nis cantract or purchase order, the Qperator shall presz
and maintain 2n &fficmative action grogram at each establishment which shall set farin the Qp=ratar's policizs, practices and procedures in zccordan:
“1th sectuion 65-250.6 of said Reguiations.

F. Af%irmative Action for Handicasned Workaes (&1 CT2 £3-7

t1.5). (Asplicable only 15 contragts or purchase orders for $2,500 or mors.)

The a‘firmative action clause nrescribed in section 63-751.5 of Title 41 2¢ the Cace of Tedara! Regulations is ingSroorated herein by refsrencs
cermitted by secuon 63-741.22 of said Regutanions) as i set aut in full 2t nis point. £ the Qzerator {a) has 30 or mere smploye=s and (5) this coatrz
3t surcnase orcer s for $50,0G0 or more, then, within 120 d2ys ol the 2llzctliveness ¢f thus contract or purchase orcss, :ne Operatar shalil prepare 3
Tiuntain an atfirmative acuca program at each establishment, whicn program snall set fortn tae Operatar's policizs, practices and procecure?
“CCardance with section 60-741.6 of ssid Regulations.

C. Utilization of “inortzv Rusinaes Satersrises (Fedaral Brocurament Deenlarions 1-1.13). (Applicable only o contraets or purciase ore:
wMich may exceed 510,000.)

{1} It s the policy of the Covernmant that Mindrity business =atarprises shall have the maximum practicadle ©PPOrIUNITY 10 paruiciate in
pertormance of Covernment centracts. .

(2) The Cnerator agrees 1o use his best ef£orts 19 CArry out this bolicy in the award of his subcontracts 1o tha fullest extent cans:stent
the eflicient cerfermance of this contract. As usec 1n tRis €3NL2ACE, tNe term “Minarity Sus:nass enterprise” means a dusiness, at leas: 9 parc:
af wnicn 15 cwnes *y minority groun Mmembders or, in case ¢l pudicCly owned Businesses, at leass S| percent of the $310¢k of which 13 owned
’;‘::::‘lfy gfeua memders. Foe the ourposes af th_—.s GelLINILION, mMinarity g7OouS mMemzers are Negroes, 52anish-speaing American perss
Arr Sif-wrientals, American-indians, Amenican-Iskimes, and Amers:ican

. ‘ Aleyts,
udContraciars fegarcing their $tatus as mMunorily susiness eniersrites in fieu of

Contrazises may rely ©n wrilten re=preszniltions
an incepengent l.‘wu::guaon.
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FARMIN AGREEMENT

STATE OF NEW MEXICO i Re: T-18-5, R-32-F
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 Frank L. Shogrin
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
IIIIH.

ik ]

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.

IT. TEST WELL

On or before June 1, 1985 ) » Operator agrees to commerice br',-_»“
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 Qperator 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 i5 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 drilled 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,

O 7SGesd ~Fr-22"
)2- 55 aﬂ’i'ci .
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XV. OTHER CONDITIONS

the right to assign 25% of its working interest (proportionatg]y reduced)
IéQAE§§§f¥$§ade1 Jogkt Venture. As between the interest of TXO and FINA, this Agreement
shall be subject and subordinate to that Certain 01l & 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 Qil
& Gas Lease Acquisition and Development Agreement{ the terms of.the 911 and Gas_Lease
Acquisition and Development Agreement shall preva11.. 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 0il & Gas Lease
Acquisition and Development Agreement.

A1l 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:
Frank L. Shogrin ,/9,*

OPERATGOR: TXO PRODUCTION CORP.

Bxi}\p)\J&S\)/@lLLAA,ﬂ<ljl/fx_—~/ 4492275

goﬂ[i D. Huppler® ,\9
: enjor Vice Presiden

rr
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XV. OTHER COMNDITIONS

TXO reserves the right to assign 25% of its working interest (proportionately
reduced) to Apcot-Finadel Joint 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 con-
flict between this Agreement and the 0il Acquisition and Development Agreement,
the terms of the Qi1 and Gas lLease 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 TXO and FINA in the manner
provided in Article XXI of the 0il & Gas Lease Acquisition and Development
Agreement.

. .AII 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, personal representatives, successors and assigns.

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

| ASSIGNOR:
oy 2 Dp ik Ay >
Carolyn L. Shogrin v Frank L. Shogrin ’/V

OPERATOR: TXO PRODUCTIOM CORP.

By:
John D. Huppler
Senior Vice President

-,
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FARMIN AGREEMENT

STATE QF NEW MEXICQ { 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 o0il 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
”IIII.

et 4

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.

II. 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 Tocation _66Q' FNI & 660' FWL Section 26, T-18-S, R-32-EF
: 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 01l 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 i3 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. 4

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 drilled 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,

SRVAY IS
- /%y’; 7/
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XV. OTHER CONDITIONS

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 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 the Qil 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 0il & Gas Lease
Acquisition and Development Agreement.

~AT1 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, personal representatives, successors and assigns.

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

ASSIGNOR: PETRO-ATLAS CORPORATION

By: YM Z HQM\;‘V‘ piry B
James L. Harden, 111
President

OPERATOR: TXO PRODUCTION CORP.

By: «L\/QB/( 4.\,.5/1,/{{5_/ @7/4

ohn D. Huppler ¥ -
Sen%or Vice Presiderg;O

-
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FARMIN AGREEMENT

F 1 MEXICO ] Re: T-18-S., R-32-E
STATE 0 NEW MEXL 1 Section 26: NE/4
COUNTY OF LEA § Lea County, New Mexico

This agreement is made and entered into this 11th day of January, 1985, by and between
Lewis Burleson, Courtney C. Johnson, Susie Crews, Katherine D. Crews, Jimmie Cole, James
J. Cole, 0. H. Berry and Jack Huff, hereinafter called Assignor and TX0O PRODUCTION CORP.,
a Delaware corporation, hereinafter called Operator. Assignor owns certain oil and gas
lease(s) described in Exhibit "I" attached hereto. The lands describad 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 hererby
assigns to Operator 100% of its right, title and interest in said lease, subject to the
rights, reservations and limitations set out hereinbelow. The recordable assignment to be
delivered hereunder shall be in the form of that attached hereto as Exhibit "II".

-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 additicnal title
data desired. - - _

IT. TEST MWELL

On or before June 1. 1985 , Operator agrees to commence or
cause to be cormmenced the actual drilling of a well, hereinafter referred to as the "test
well" at a location 660' FNL & 660' FWL, Section 26, T-18-S, R-32-F

. The test well shall be drilled in a good

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. _ S

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

abandoned as & 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 Qperator'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 drilled 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 al} applicable laws and
ordinances and all applicable governmental rules, requlations and orders in connection
with qualifying for and conducting operations hereunder, including, without limitation,

_ a - 75964 - FI—;[
. - ,{?{jfZSJébﬁ7f,/
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the Fair Labor Standards Act, the Occupational Safety and Health Act, all app1icab]§
pollution control laws, ordinances, rules, regulations and orders and those pertaining to
ecology and the environment (as all of same have been or may hereafter be amended) .
Operator shall also, unless exempt, comply with Executive Order 11246 (Equal Employment
Opportunity) effective October 24, 1965, as same may hereafter be amended or superseded,
together with all relevant governmental rules, regulations and orders promulgated pur-
suant thereto. Operator agrees that all provisions of said laws, ordinances, rules,
regulations and orders shall be deemed incorporated herein by reference and shall be
binding upon Operator to the same extent as if copied in full herein.

Unless hereinafter otherwise provided, the entire cost, expense and risk of the drilling,

completing, equipping, plugging and abandoning of each and every well drilled under the
provisions hereof shall be borne by Operator.n

IT1I. FAILURE OF PERFORMANCE

There is no obligation upon Operator to commence a well under the terms of this agree- "
ment, and the only penalty for failure to commence such well, or to drill to the ob-
jective depth and complete the test well as a well capable of commercial production, will
be the forfeiture of all rights hereunder and the automatic reversion to Assignor of the
interest hereby assigned effective as of the date hereof.

In the event of QOperator's failure or default in the commencement and drilling of the
well in the time and manner herein provided, then Assignor shall be relieved of the
obligation to make any assignment of said lease and then Assignor may, at its option,
‘terminate this agreement by written notice to Operator under this agreement shall there-
upon cease. No such written notice of termination shall be necessary in the event
Operator fails to earn the leasehold interest above described.

IV. ASSIGNMENTS, CONDITIONS AND RESERVATIONS -

When QOperator has drilled the test well provided for herein and has completed it as a

well capable of producing in paying quantities, Assignor shall execute and deliver to
Operator a recordable assignment of said lease upon request.

The assignment shall cbnvey 100 of the right, title and interest
of Assignor in and to the lease down to the total depth of the test well plus 100 feet,
but except and reserve to Assignor the following described overriding royalty:

being the difference between 25% of all the oil and gas produced and the total of all
existing lease burdens of record to the extent that TX0 shall be delivered a 75% net
revenue lease,

-~

which shall be convertible, at Assignor's option to 25 % working interest in
said lease, well, production and equipment used or appurtenant thereto when the value

of the production from the test well, after payment of presently existing lease burdens
(including the above reserved overriding royalty,) is equal to the cost of drilling,
completing, equipping, and operating said well. If Assignor elects to convert the over-
riding royalty interest to the working interest, then such conversion shall be effective
as of 7:00 A.M. on the first day of the month following the month during which said
recovery occurred. Such overriding royalty interest reserved shall be free and clear of
all costs of exploring, drilling, producing, separating, treating, marketing, and taxes,
including ad valorem taxes, but shall bear its part of gross production taxes. The
overriding royalty herein reserved and the working interest to which it may be converted
shall be proportionately reduced if any of said lease(s) does not cover a full mineral
interest and/of the assignment made hereunder does not convey full leasehold rights in
any of said lease(s). If, prior to payout of the test well, Operator elects to drill

an addition well on the farmin area, then Operator shall give Assignor written notice
prior to the date Operator intends to commence the drilling of such well. Assignor shall
have an option for a period of thirty (30) days after receiving such written notice
within which to elect to convert its reserved averriding royalty interest into a working
interest, as aforesaid, as to the farmout area, save and except as to the test well
during payout of said test well. Once an election is made it shall apply to all of

the farmout area, but will not be effective as to the test well until payout of such
test well.




) . U I = P P _ .
Révised 7-81 C o

It is agreed and understood that should Assianor elect to take a working interest in the
earning well drilled hereunder, the premises will be operated under the provisions of an
Operating Agreement as described in Exhibit "IV" attached hereto and by this reference
made a part hereof. It is understood and agreed that in the event the terms of this
agreement conflict with any of the terms and conditions of said Operating Agreement, then
in such event as between the parties hereto the terms of this agreement shall control.

With respect to Exhibit "II", the parties hereto hereby approve and confirm all the
terms, covenants and conditions therein set forth and which are fully incorporated

within this agreement, and agree that the assignment{s) provided for herein shall be
subject to, and in-accordance with, and shall contain the terms, covenants and conditions
contained in said form of assignment.

VI. CONTINUOUS DEVELOPMENT FOR ACREAGE TO BE EARNED

If the test well is completed as a well capable of producing oil and/or gas in
paying quantities, then, UNLESS Operator shall commence another well within -
ninety ( 90 ) days after completion of the test well, there shall be, ef-

fective as of the date hereof, an automatic reversion to Assignor of the interest hereby
assigned as to all acreage in the farmin area that is not included in a governmental
prescribed proration or drilling and spacing unit for the test well. If there are no
such prescribed units, exclusive of statewide field rules, then such reversion shall
occur except as to that portion of the farmin area included in each 160

__-acre gas unit or 40 -acre 0il unit formed around each well capable of
producing oil or gas in paying quantities. “

Subsequent wells must also be commenced within ninety ( 90 ) days
after completion of the preceding well. A1l such wells shall be drilled to a depth
sufficient to test the same intervals or formations productive in the test well in which
commercial production is established. Cumulative credit shall be given for faster
drilling. Operator shall not be required to drill any additional wells, but when Op-
erator fails to commence any well within the prescribed period, there shall be an auto-
matic reversion to Assignor of the interest hereby assigned, effective as of the date
hereof, except as to each tract (as described above) upon which there is located a well
capable of producing o1l or gas in paying quantities.

In order for any of the test or development wells provided for herein to be considered as
drilled to completion as a well capable of producing in paying quantities, it must fall
within one of the following categories:

(1) Production pipe set in the well, perforated and 0il and/or gas being sold to a
bonafide market.

-

(2) Production pipe set, tested and proper Commission forms furnished Assignor indi-
cating the well is a commercial gas well.

In order for any of the test or developmen:t wells to be considered as drilled to com-
pletion as a dry hole, it must have been properly plugged and abandoned in accordance
with the terms and conditions of said lease and the rules and regulations of the govern-
mental authority having jurisdiction.

VII. INSURANCE

Prior to the commencement of any drilling operations on the farmin area, and for as long
as this agreement remains in effect, Operator shall at its own expense provide and main-
tain in force the following insurance and furnish Assignor certificates of same:

(1) Workmen's Compensation Insurance and Employer's Liability Insurance as may be
required by laws of the State of __ New Mexico

(2) Comprehensive General Liability Insurance covering both bodily injury liability and

property damage liability with a Combined Single Limit of $500,000.00 for each
occurrence.
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(3) Comprehensive Automobile Public Liability and Property Damage Insurance with a
combined single limit of $500,C00.00 for each occurrence.

(4) Catastrophe Comprehensive Liability Insurance with minimum limits of not less than
$1,000,000.00.

VIII. NOTICES AND REPORTS

Operator agrees to provide the information and perform those services outlined in Exhibit
"III" attached to this agreement and made a part hereof.

IX. ABAMDONMENT OF WELLS

Prior to Operator abandoning any wells on the farmin area hereunder, Assignor shall have
the right within forty-eight (48) hours after receipt of notice of Operator's intention
so to abandon, to take over the well or wells for additional testing by any method, or
for deepening with Assignor being solely responsible for all-costs and expenses in
connection therewith, including standby rig time, if required. If the well is taken over
by Assignor for the purposes expressed above, and such work results in a completion
attempt wherein a well capable of commercial production is encountered, all of Operator's
rights in such well and in and to the farmin area except as to lands included in an
established spacing or proration unit upon which is located a well capable of producing
in paying quantities, shall automatically revert to Assignor effective as of the date
hereof; provided that Assignor agrees to pay Operator the reasonable salvage value of any

salvageable material in the hole which Operator has contributed, less the cost of sal-
'vaging same.

If no completion attempt is made or if the completion attempt results in a dry hole,
Assignor agreos to plug and abandon the well or wells at its sole cost, risk and expense,
and Operator's rights hereunder shall remain in full force and effect.

X. RESTORATION OF PREMISES

For any well drilled on said lands, Operator agrees to abide by the terms and conditions
in said lease and Operator shall restore the surface of the lands as near as practicable
to its condition before the commencement of operations hereunder, and in conformance with
applicable laws and ordinances and applicable governmental rules, regulations and orders.

XI. RENTAL AND SHUT-INS

During the time in which this agreement is in force, Assigror shall use its best efforts
to make payment of annual delay rentals, or minimum royalties in excess of those paid
from actual production as required by said lease, but Operator agrees to reimburse
Assignor for all rentals, or minimum royalties attributable to the farmin area so paid
which are allocable to the lands which may be covered by this agreement. Operator shall
make payments of shut-in royalty that may be due.

XIV. RELATIONSHIP OF PARTIES

It is not the purpose or intention of this agreement to create, nor shall the same be
construed as creatig any mining partnership, commercial partnership or other partnership
relation nor shall the operations of the parties hereunder be construed to be considered

as a joint venture. The liability of the parties heretoc shall be several and not joint
or collective.

Each of the parties hereto elects, under the authority of Section 761(a) of the Internal
Revenue Code of 1954, to be excluded from the application of all of the Provisions of
Subchapter K of Chapter 1 of Subtitie A of the Internal Revenue Code of 1954. 1If the
income tax laws of the states in which the property covered hereby is located contain, or
may hereafter contain, provisions similar to those contained in the Subchapter of the
Internal Revenue Code of 1954 above referred to under which a similar election is per-
mitted, each of the parties agrees that such election shall be exercised. If applicable,
Assignor is hereby authorized to execute and file on behalf of both parties hereto such
elections with the appropriate governmental agencies.
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XV. OTHER CONDITIONS

serves the right to assign 25% of its working interest (proportionat§1y reduced)
IéQAggot-Finadel Jogzt Venture? As between the interest of TX0 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 pil 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 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:
>%Z€3'/éézmébﬂv//l é@wwwhezgﬂ¥{7<jé§%fyru¥u.)
Lewis Burleson ourtggz}). o;nsoni/
e Yo 200
ﬁabu G_'.CJ;LL«/ Jf&ﬂbﬂ—‘/ Lt
Susie Crews _ Katherine D. Crews

irmie Co1ej. (‘/'f(o. Fon %‘? ? Qr{_l\"
075

S L LT/
< H. Berry z -

OPERATOR: TXO VBQDUCTION CORP.

By: \BH\A??%LM ol o~

JQQS\ES Huppler Se@i@r Vice President

1
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XV. QTHER CCNDITION

TX0 reserves the right to assign 25% of its working interest (proportionately
reduced) to Apcot-Finadel Joint Venture. As behws:n the interest of TX0 and
FINA, this Agreement shall be subject and subordinete to that Certain 0i1 &

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 0il 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 Leasé ‘~cquisition and Development
Agreement, this Agreement shall be amended as between TXO and FINA in the manner
provided in Article XXI of the 0il & Gas Lease Acquisition and Development
Agreement. -

N -All headings 1in this farmin agreement are for reference purposes only and have no
0:nding 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.

ASSIGHNOR:
Lewis Burieson Courtenay C. Johnson
Susie Crews Katherine D. Crews
Jimmie Cale James J. CoTe

{ﬁii_ﬂﬁff) ’//’é[ 0. H. Berry
\U ST g H ‘L’Z&r

Joan EY Huff

Carolyn L. Shogrin

Kathryn K. Burleson

OPERATOR: TXO PRODUCTION CORP.

By:

John D. Huppler
Senior Vice President



ATTACHED TO AND MADE A PART OF THAT CERTAIN ____FARMIN AGREEMENT

DATED___January 11 . 85 PR N CORP., AND

19 ,BETWEEN TXO PRODUCTION CORP., A EXHIBIT nym

Lewis Burleson, et al |
SCHEDULE OF LEASES PAGE OF
, COUNTY: _|m> H {(THE RECORDING REFERENCES HEREIN ARE TO THE RECORDS IN SAID COUNTY
STATE: NEW MEXICO Y IN WHICH OIL, GAS AND MINERAL LEASES ARE RECORDED.)
RECORDED :
LEASE NO. DATE OF LESSOR LESSEE DESCRIPTION
LEASE BOOK PAGE

NM 14,000 7/ U.S. Department of the Interiof, Tom Panos 2717 186 T-18-S, R-32-E

Bureau of Land Management Section 26: NE/4

Section 35: E/2 and SE/4 SW/4
520 acres, more or less
\.. : Lea County, New Mexico

Insofar and only insofar as said lease covers
Section 26: NE/4, T-18-S, R-32-E, Lea County,
New Mexico

EXHIBIT: TXO-149



EXHIBIT II
TO
" FARMIN AGREEMENT

PARTIAL ASSIGNMENT OF OIL AND GAS LEASES

STATE OF § :
§ KNOW ALL MEN BY THESE PRESENTS:
COUNTY OF §

That, Lewis Burleson, Courtney C. Johnson, Susie Crews, Katherine
D. Crews, Jimmie Cole, James dJ.

Cole and 0. H. Berry ({(hereinafter called "Assignor"), for and in
and Jack Huff

consideration of the sum of Ten Dollars ($10.00) cash and other

good and valuable consideration paid by TXO PRODUCTION CORP.
(hereinafter called "Assignee"), the recéipt andg 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 said Assignee, its successors or assigns, without

warranty of title, express or implied, all

of Assignor's right, title and interest in and to the o0il and
gas rights only, as covered by the oll, gas and mineral leases

described in Exhibit "A," attached hereto and by reference made a

part hereof and the lands covered by such leases insofar 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 *¥ - Tfeet below the surface of the earth, together
with such interest's part of all production, if any, produced
under such oil, gas and mineral leases and a like interest 1n all
personal property, f;xtures and equipment located on fhe lands
described in Exhibit "A" or used or obtained in connection with
such leases.

The oil, gas and mineral leases described in Exhibit.
"A" insofar as the éame cover the lands described therein are
hereinafter referred to as "sald leases".

The interest 1n said leases assigned Assignee

hereunder shall be subject to such interest's proportionate part

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

’
-

the terms, conditions and provisions set forth therein. Such

¥ The number to be insertea here shall be
the Total Depth drilled in feet, plus 100.



interest shall also be subject to such interest's proportionate

part of all overriding royalties, production payments and any

other payments and agreements of record.

This assignment is further made expressly subject to

the following:

(1)

(2)

(3)

(u)

“which provided for, among other things, the drilling of

This assignment is executed and delivered by Assignor
to Assginee in accordance with the terms and provisions

of a certain Farmin Agreement dated January 11, 1985 ,

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
thlPtY (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 leases, 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
of " of all of the oil and of
all of the gas, casinghead gas, condensate and other
liquid or gaseous hydrocarbons produced and saved from
or attributable to said leases during the terms thereof,
including any extensions or renevals taken within six '
(6) months of termination of said leases; 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
exploring, drilling, producing, separating, treating,
marketing 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
rlghts 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 ingress 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 ﬁpon 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.



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:
‘Assistant Secretary Title

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

-3-



TEXAS ACKNOWLEDGEMENTS
(Corporate)

THE STATE OF .

COUNTY OF )

This instrument was acknowledged before me on by |
‘ y -
of ,a ' Corporation, on behalf of
said corporation. )
Nofary Public, State of
My Commission Expires:
’ (Individual)
'STATE OF ___ TEXAS
COUNTY OF TRAVIS
x.‘.:? o, ‘.
Y ; ""Tﬁis'i;;i",jcz"z;_ment was acknowledged before me on _February 27, 1985 _
)‘I‘;y Ka"CheI}:i_vI'-)l;f:“ D. Crews, Susie Crews § Courtenay C. Johnson
Y ,))\ Notary Public, State of _ Texas
YA e : Donna Faust

o

My Corﬁmxsszon Expires: 4-12-86

STATE CF TEXAS
;‘COUNTYNOF MIDLAND -

%)’,: .v./ y -

/ THIS INSTRUMENT was acknowledged before me 0365-04-85 by 0. H. BE&RY.

i
My commissaog/expnres it o /7fFK£&/L&Llj
DR no’ JS - Notary Public, State of Texas
Barbara W. Roberts

éTATs'OF TEXAS
COUNTY OF MIDLAND

,,,,,,,,,,,

LAY

"‘)v" .
My commlss:on expires: . /éi?4 Krﬁﬂﬁ/' /7/’ /jilﬁ”‘£:
: : Notary Public, State of Texas
5 - ’
/ Jﬁ Barbara W. Roberts
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EXHIBIT III
0
FARMIN AGREEMENT
NOTICES AND REPORTS

(WEST TEXAS DISTRICT)

In drilling any well hereunder, Operator agrees:

1.

To conduct all operations, as a prudent operator in accordance

with approved and 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 and 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 ard durlng-the drilling of that

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

b. The name and address of the geologist and/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 and contiruing 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:

X

NAME TITLE < HOME PHONE

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

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

b. Surveyors plat showing surface location of the well.



c. Directional surveys, if taken.

d. All water’analyses run.

e. Bottom holé pressure and 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 equ1pp1ng 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 run.

n. Miudlog Final prints, if run.

o. Field prints of all wireline surveys rum.

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:

Nurber of Copies

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




1.

12
13.

14,

19,
20.

21.

FORM I
EXHIBIT IV

Attachment to Farmin Agreement dated Janu ar_'y 1 s _1985

Between TXO PRODUCTION CORP. and Lewis Burleson, et al

MODIEINATIONS AND COUPLETION OF

MCDZL FORM OPEZRATING AGRESMENT A.A.P.L. TORY

T

W
0
a4

Title Page: Fill in blanks as applicable.
Table of Contents: Delete VIIL.G. - "Preferential Right to Purchase".

Preamble. Page I: Enter name of TXO Production Corp. as Operator.

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

Article IIL.B. - Interest of Parties in Costs and Production: Delete the words "which will be borne by the
Jotnt Account't in lines 19 and 20, on page 2.

Article 1V.A, - Title Examination: Select Option No. 2.

Article IV.B. - 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 | 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 TXO Production Corp. as Operator in line 62 on page 3.

Article VLA, - Initial Well: Delete Article VLA,

Article VI.B.2. - Operations hv Less Than All Parties:

(@) 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 %00 in line €9 on page 5 and in line 1, on page 6. Also.
in line 3, on page 6, after "therein.”, insert "See Articie 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 1|9 on page 7.

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

Article VIL.N.3. - Limitation of Expenditures - In lines 30 and 38, on page 9. for limitation of expenditure
of Operator for single project ana amount above which Operator may furnish information AFE, enter $15,000.00.

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

{173y

Artici= VILLG. - Taxes: In line 17, on page 10, enter "See Article XV.D. for additional provisions."

Article VIIL.3. - Renewal or Extension of Leases: On page 11, in line 35 after "leases.”, add the following:
“See Article XV.E. for additional provisions.” -

Article VIII.G. - Preferential Right to Purchase: Delete entire paragraoh (lines 39 through 52 on page 12).

Article IX. - Internal Revenue Code Election: If, and onlv if. a tax partnershio is orovided in the Farmin
Agreement to whicn this Exhibit IV is attached, insert in iine 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 XIIl. - Term of Aereement:

(a) Select Option No. 2 in line | on page (4.
(b)  In Option No. 2, enter *120" in blanks in lines & and 11,

Articie XV, - Other Provisions - Add the following:
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A. Sale of Gas Production:

{t is recopnized by the parties hereto that in addition to each party's share of working interest production as
shown in Exhibit "A", such partv shall have the right, subject to existing contracts, to market the rovalty zas
atrributable to each lease which it contributes to the Contract Area and to receive payments due for such royalty
gas produced from or allocated to such lease ar leases. It is aegreed that, regardless of whether cach party markets
or contracts for its share of gas, including the rovalty gas under the leases which it contributed to the Contract
Area, such party agrees to pay or cause to be paid to the rovaity 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
so.

B. Billing Additional Interests: -

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 entirs 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") disposes of part of the interest
credited to it on Exhibit "A", the Selling Party shall te solely 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. 1t is further understood and
agreed that if Seiling Party disposes of all its interest as set out on Exhibit "A", whether to one or severai
assignees, Operator shall continue to issue statements and billings to the Selling Party for the interest conveyed
until such time as Selling Party has designated and qualified one assignee to receive the billing for the entire
interest. In order to qualify one assignee to receive the billing for the entire interest credited to Selling Party on
Exhibit "A", Selling Party shall furnish to Operator the following:

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

2. The name of the assignee to be billed and a written statemnent 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 Royalties:

If a purchaser of any oil, gas or other hydrocarbons produced from the Contract Area declines to make
disbursements of all royalties, overriding rovalties, working interests, and other pavments out of, or with respect
to, production revenues which are payable on the Contract Area, Operator may, at its option, from time to time,
make disbursements on behalf of anv Non-Opsratar who requests in writing that Operator do so. Each Non-

Operator for whom such disbursement is made shall furnish Operator with the followtng:

1. Such documents as may be necessarv in the opinion of Operator to enable Operator to receive all
payments for oil, gas or other hydrocarbons directly from the purchasar 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 ooinion of Operatar, is necessary for efficient administration, for all
rovalty, overriding rovalty and other interest owners who are entitled to proceeds from the sale of production

attributable to such Non-Ogperator's interest. Also. any changes to the initial list shall be turnished oromptly to
Qperator in writing.

Operator will use its best efforts to make disbursements correctlv, but will be liable for incorrect
disbursement only in the event of gross negligence or willful misconduct. Any Non-Operator for whom such
disbursements are made hereby agrees to indemnify and hold harmiess Ooerator for any loss, including court costs

and attorney's fees, which may be incurred as a result of Operator's making such dishursements in the manner
prescribed by Nan-Ooperator.

D. Artidle VILG., Additions

lf the Operator is requir-= hereunder to pav ad valorem taxes based in whoie or in part udon separate
valyations of each party's working interest, then notwithstanding anvthinz to the contrary herein, charges ta the

joint account shall he made and paid Sy the parties hereto in accordance with the percentaze of tax value

generiated bv each partv's warkine interest.



FORM I

E. Article YIILB,, Addition:

Notwithstanding anvthing to the contrary contained herein, each party committing a lease or leases to this
agreement shail have the option upon the expiration of each lease to renew or extend such lease and to bear the
renewal or extension costs and expenses and therebyv retain its original interest and title in said lease. By
exercising such ootion, the parties’ working interests shall remain unchanged. If the original lease owner does not
exercise its option within sixty (60) davs aiter the expiration date of the original lease, the renswal or extension
lease will then be subject to the terms 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 furnish the original
lease owner an itemized statement of the complete renewal or extension ccsts and expenses of such lease. The
original lease owner shall have sixty (60) days after the receipt 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 apply to leases or portions of leases located in the Contract
Area. ’

F. If APCOT-FINADEL JOINT VENTURE (FINA) becomes subject 1o this

Operating  Agresment
then the following 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 Develooment Agreement dated October 22, 1932, between TXO PRODUCTION CORP.
and APCOT-FINADEL JOINT VENTURE. I[n 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 XXI of the Oil & Gas
Lease Acquisition and Development Agreement.

G. 1f APCOT-FINADEL JOINT VENTURE becomes subject to this Operating Agreement, then the following provision
shall be applicable ’

-

As between APCOT-FINADEL JOINT VENTURE and anv other party hereto the non-consent penalties
specified in Article VI.B. 2(a) shall be 100%/100%: and the non-consent penalties soecified in Article VI.3. 2(b) shall

be 3009%/300% as to all wells drilled to a deoth of 10,000 feet subsurface or less, and 400%/403% as to all wells
drilled to a depth greater than 10.000 feet subsurface.

22. Sizgnature Page: Enter effective date and names of parties.
23, Acknowledements: Insert appropriate acknowledgments for all parties.

24, Exhibit "A" - Contract Area: Use form attached hereto and marked "Exhinit A", inserting
intormaton.

appropriate

25. Exhibit "8" - Form of Lease: Use the form of lease attached hereto and marked "Exhibit 8",

26. Exhibit "C" - Accounting Procedure - Use the COPAS ~ 1974 with the ‘ollowing selections and inser-
tions:

l. Section I, Paragraph 3. Advances and Payments Sv Non-Operators, shall be revised to read in its
entirety as follows: :

Unless otherwise provided for in the agreement, the Operator mav reauire the Non-Operators to
advance their share of the estimated cash outlav for the succeeding month's operation. Operator
shall adjust each monthly billing 10 reflect advances received from the Non-Operators. Each Non-
Onerator shall pay its proportion of all bills within fifzeen (15) davs aftec receipt. If pavment is
not made within such time, the unpaid balance shall bear interest monthiv at the maximum legal
rate nermitted by the anolicable usury laws :n the state in which the joint prooerty is located: or,
if the maxirnum legal permitted rate is less than =izhteen percent (13%) per annum and such rate
mav be modified as agreed between the parties. then, in such event, the unoaid balance shal} hear
interest rmonthiy at the rate of eighteen percent {18%) ser annum. However, pursuant 1o either

rate. attornev's fees, court costs. and all other cos:s incurred in connection with the collection of
these unpaid amounts shall be recoverable.



2. Section lIl, Paragraoh 1. Overhead-Drilling and Producing Operations:
(i)  Select: "Fixed Rate Basis, Paragraph A"
(it) Select: "shall not"

A. Overnead-Fixed Rate Basis

Drilling
Well Neoth Well Rate

Q - 4,000 f{-.
- 4,000 - 8,000 ft,
8,000 - 12,000 ft.
Over - 12,000 ft. $6802
" B. (Not Applicable)
3. Section lll, Paragraph 2. Overhead-Major Construction

Line 5 - $25,000
A - 5%, $25.000. $100.000
B - 3%, $100.000
c-2%

27. Exhibit "D" - Insurance: Use the form attached hereto and marked "Exhibit D".

28. Exhibit "E™ - Gas Balancing: Use the form attached hereto and marked "Exhibit E".

. FORMUI

Prcducing
Well Rate

$680

29. Exhibit "F" - Non-Discrimination and Certification of Non-Sezrecated Facilities: Use the form attached

hereto and marked "Exhioit F".

30. If used -—- Exhibit "G" . Provisions Concerning Taxation: Use the form attached hereto and marked

“£xmubit G™ onlv if there 1s a tax partnersaip.
ony I
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Attached ' and made a part of *hat certain Oporaning Agreemen:

dated __ by and between

———— e —— e ———— —

, as Operator. and

. as Non-Operators.

EXHIBIT "A"

[. CONTRACT AREA:

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

M. NAMES, ADDREISES AND PERCENTAGES OF THS PARTIES:

Iv. Oil and Gas Leases and/or Qil and Gas Interes:s subiect o this Agreemens:
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EXHIZIT "D

SCHEDULE OF INSURANCE

Unit Operator shall carrv the following insurance covering operations under

this agreement at the expense and for the benefit of the parties here:» and

shall require centractors and subcontractors 10 carrv the same, to-wit:  *

L. Waorkmen's Compensation and Emplover's Liadility Insurance as rezuired

by the laws of the state where the property is located.
2. Comprenensive General Lizbilitv Insurance covering both bodily injury
liability and property damage liability with a Combined Singie Limit of
$500,000 for each occurrence.
3. Comporehensive Automobile Public Liabilitv and Property Damaze

Insurance with a combined single !imit of $329.000 for each occurrance

e e

4. Insurance coverzge on eguipment as the Ocerator deems necessary for

the protection of the joint account.

Unit Operator may carry and maintain in force fer its benefit insurance of the
type and in the amount which Operator in its sole cpinion deems necessary to
p ! )
protect it from loss resulting from any claims. damages. causes of 3cticn or
legal liability in favor of a surfzace or minarzl owner of lands covered hereby

-

arising out of, in connection with. or as an incident 10 2nv act cr omissicn of

under this Agreement.

*Insofar as concerns the interesis of APCOT-FINADEL JOINT VENTIURE

(FINA), Operator shall carry and shall bill FINA Ior its oroportionate share of
only the ifollowing insurance coverage:

Workers Comoensation as requirad by the laws of

the state where the
prooerty is located and Emplover's Liabilitv Coverage with not less than
$500,000.50 for each accident. Anv such colicy of insurance shal. contain
a waiver of subrogation in favor of FINA.



EXHIBIT "g"

GAS BALANCING AGREEMENT

L

Froem znd after the datz of initial delivery of zas irom the cronertv, a narty
owner taking and disposing of, during any monthly accounting period, less than its 1uti
share of the gas as it is produced, shall be an "underproduced party", if such lesser taking
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 pipeline(s) for
the account of such party owner and such partv's full share of gas production, less its full
share of gas used in property operations, vented and lost.

1.

This Agreement shall become effective on the date of initial deliveries of gas
from the property to the pipeline, and shall continue in force and effect until deliveries of
gas from the property have ceased and, except as otherwise provided herein, each party
shall have the 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 1978, 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 he considered in the former category, but shall be
accounted for and thereafter be considered to be gas in the new category, until such time
as the category Is again changed.

1L

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
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. During 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 shall be entitled to produce and
sell all or 2 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 parties having a cumulative overproduction status.

Any party having cumulative underproduction of a particular gas classification
category shall he entitlad -> take a quantity of gas of such particular gas classification
("make-up") in excess of its tull share of such gas up to twenty-five percent (25%) of the
full share of gas of parties having cumulative overproduction of such particular
gas classification. In the event there is more than one cumulative underproduced party
seeking to make up underproduction, each such cumulative underproduced party shall be
entitled to make up gas in the direct pronortion that the cumulative underproduction of
such party bears to all cumulative underproduction of all parties then desiring make-up
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gas 'of the oarticular gas classification categorv. In the event there is more than one

cuinulative overproduced party required to furnish 3as for make-un of underproduction. 10
absence of agreement between the affected parties. each such cumuiative overproduced
party shall furnish make-up gas (up to the twenty-five percent {257%) limitation heretofore
provided) in the direct proportion that the cumulative overproduction of such party bears

to all cumulative overproduction of all partics supplving gas of the particular 23s
classification category.

Any party having cumulative overproduction in any particular gas classifica-
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 such party remains overproduced. Any portion of such twenty-iive
percent (25%) malke-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 rmake-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 whethar it is being taken as
overnroduction, 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 "Ogerator") 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 volume 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 he 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 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 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 deficiency 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 meake-up gas which qualifies
for the storage fee charges, less rovalty and taxes payable therecn.

Each party shall furnish the Operator upon his request the gas prices necessary
to make the gas storage fee comoputation hereby provided, and the underproduced
party(ies) shall remit to Operator monthly the amounts so determined to be 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
storage fees,



V1.

At the termination of gas production for a given gas classitication catezsry
from the property, the overproduced party or parties shall make a monetary sett lement 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 overproduced gas.
The price used for the above calculation shall be the overpreduced 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 comoletz r2aords as 10 the volume of 2as it 301d and the o 4,37 Thas
the 2bove computations ¢an be maaa. The Operator shail distrioute the payments it a3
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 correctness of the
funds received by it.

rice recaived, 12 7-3c

VIL.

Royalties shall be paid in accordance with provisions of the Operating
Agreement. The Operator shall be reimbursed by each party taking gas for all royalty due
and payable by Operator with respect to production taken by such party. Each party
taking gas under the terms hereof shall pay any and all 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 opearations, in accordance with the provisions of
the Operating Agreement. Nothing herein shall be construsd so as to deny to any party
the right, 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.

VII.

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).



NONCISCRIMINATION AND CEZATIFICATICN CF NCNSIZIGRECATECD 7

A. ES=ual Ocoortunity Clause (41 CF2 40-1.5), (Applicable only ta contracts or purchase orders for more than $12,532.)

9y

During the performance cf

{1} The Coerator will
origin. The Ooerator will

this contract, the Operator agrezs as lollows:

not discriminate 1gains: any emplovee or 23plicant {zr emoioyment secause of race, color, reii ica, sex, of natis
take affirmative action to ensure that applicanis are emoloyed, anc that employess are realsd Suring TMldyme
without regars td their racs, Calor, retigion, sex, or national sricin. Such action shall incluae, dut nat be timitad to the fzl.awming: Zmoloym:
upgricing, <2mMoltsn, or transier, raCrutiment of recroiiment :.c.\'«:r-.z:ing. lavatf ar termucalidng, inciuding agorenticasnie. Ths Operatar ags

1o DPIst N CONSOICUSUS places, avaiaaie to employess and applicants ior empioyment, NOtCes 12 de providad 2y e CINIACLNg officar set:
{orzh ne provisions of thus nandiscrimination clause.

{2} The Coeratar will, in all solicitazions or advertisements for =moloyess zidcad by or on Szhaif cf the Coarator, state thag 2l quaill
applicants will receive consiceration for employment without regara to race, color, religion, sex, of national or:gin.

{3) The Cperator will send to each labor union or reoresentative of workars with which it has a csliective bargaining agresment or ot
contract or understanding, a notice to be provided by the agency centracting oificer, advising the labor union of workers' regresentative of
Opsrator's commitments uncer section 202 of Executive Crder | 1246 of Septermzer 24, 1963, and shall post copies of the not:ce in canspicy
places available to employees and applicants {or employment.

(4) The Qoerator will comply with all provisions of Executive Order 11246 of September 24, 1255, and of the rules, regulations, and relev.
orcers of the Secretary of Labaor.

(5) The Operator will furnish all information and reports required by Zxecutive Order 11246 of Seotember 2%, 1955, and by the ru!
regulations, and orders of the Secrstary of Labor, or pursuant thersis, and will permit access to its booxs, records, and accounts by
contracting agency and the Secreatary of Labor fer purposes of investigaticn to ascerrain compliance with such cules, reguiations, and orcers,

{6) In the event cf the Opsrator's noncompliance with the nondiscrimination clauses of this contract or with any of such ruies, regulations,
ordars, ihis contract may be canceled, terminated, or suspencad in wnole or in zart and tha Oserator may be declared inesiigidie lor fury

Government contracts in accercance with procsdures authorizes in Executive Crozr [12%6 of Seziember 24, 1985, and such cinar sangiizn
be impesed and remecies invoked 25 proviced in Executive Order 11246 of Septamb>ear 24, 1965, cr by rule, regulation, or orger ¢I the Secrstary
Labor, or as otherwise provided by law, :

. (7) The Operator will include the provisions of paragraph (1) through (7) in every subcontract or purcnase order unless sxempted Sy ru!
regulations, or orders of the Secrztary of Labor issusd oursuant to section 256 of Sxecutive Orzer 11256 of September 24, 1965, 30 that s
provisicns will ba binding upon each subcontracter or vendor. The Cperater will take sucn acrticn with respect to any subcsntract or purch:
orcsr as the contracling agency may cdirect as a means of enfcrcing sucn srovisions ingluding sancuons for noncompliance: Provices, howev
that in the event the Operator becomes involved in, or is threatened with, litigaticn witn a subconiracior or vendor 4s a resull Of SUCh cireciion

the contracting agency, the Coerator may requast the United States to enter into such litigation to protect the intarests of the United Siztes,

B. Cecrificarion of Nonseerazatad Facilities (81 CFR 40-1.3). (Applicable oniy to contracss or purchase orders which are nat exempt frem o
provisions ol he Zquas Oppertunity Clause set out adove.)

The Creratar certifies that it does not, and will not, maintain or provide for its employess any segregated facilities at any cf izs estadlishmen
and that it dozs not, and will not, permit its employess 0 perferm their servicas 2t any location, uncer iis controf, where segregated facilities :
maintain=cd. The Operaor agrees that a breach of this cer2:iication is a viclation of the Equai Coportunity Clause in this contraz: or purchase ord
As used in this carnification, the term “segregarted facilities"” means any waiting rooms, work areas, rest rooms and 'wash rooms, festaurants and otf
as, time clocks, iocker rooms and other storags cr cressing areas, parking [ots, crinking fzuntains, recreaticn or enteriainment are
wranssortation, and housing facilities provided for employess which are segrzgated by 2xolicit dicective or are in fac: segregated on tne basis of ra:
rez=d, color, of national origin, because of habit, local custom, or ginerwise. The Coeraiar fucther agress that (excent where it has odiaineg idanti
zeruficatons from groposed subcontractors for snectfic time perioas) it will odtain icentical cartifications {rom proogsed suscontractars srior 1o °
award of sudcontracts exczading $10,000 waich are not exemat from tne provisiens of tne Zgual Onoortunity Clause; that it will retain st
terzificazions n its {iles; and that it will forward the following notics 10 such prooosea subcontraciors {excast whers Ne proposed sudconiragiars ha
whbminiad icenucal certifications for speciiic time periccsh: NOTICZ TO PROSPECTIVE SUBCONTRACTORS OF RIQUIREMENT FOR CEATIF!
TICNS OF NONSECRETATED FACILITIES. A Ceruficate of Nonsegregatze Fac:lities must be submitted prior to the award o{ a sudcensr
sxceszing S10,800 which is not exempt irom the orovisions of the Szual Czoortunity Clause. The cartification may be sudmitizd either for e
subcontract or for all subcontracts during a peried (i.e., quarzerly, semiannuaily, or 2anually).

C. Alfirmative Actizn Comoliance Program f3l CFR £0-1.40),

conzract oc purcnase arcear s for 355,000 or more.)

(Applicable enly if {a) the Operatar has 57 or more empicyess and (b)
The Cperator shall develeo a written afiirmative action program for cach of its establishments, and, within 122 days from the eff=ctivensis

nis contract or purchase occer, shall maintain a copy of separais programs for eacn =sstadiishment, inclucing evaluatiorns of utilization of muns

rroud personnel and the jcb classification tables, at each local ofiice responsidle for e personnei mazters of such estadlisnment.

D. Emolover Informarion Resort (31 CFR 460-1.7). {Aoolicaale only if (2) the C3s2ratar has 50 or mora emoioyess, () the Operator 15 not exe:
{pursuant 1o sezuion 50-1.3 of Titic 41 of tne Code of Fezeral Regulations) from the raguiremsnt for ‘iling Tmployer Informaticn Re
EZZ-1, and (¢} the contract or purcnase order is for 550,260 or more.}

The Operator agrees to file with the acpraoriate Federa] agency annually, on or S2fore the 31st day of March, comoiete and acaurate renocs

Standard Form 100 (ES0-1) promuigated jointly by the Office of Federal Contract Campliance, the Z5ual Employment Opportunity Commission
Flans for Prozress or such form as may hersafter be promutgated in its place.

E. Affirmative Action for Disabled Vererans and Veterans of the Vietnam Zra (4] CFR 63-250). (Applicadble only to contrac:s or purchase cr
for 310,630 or more.)

The alfirmative action clause prescribed in section 60-250.% of Title 41 of the Cods of Federal Reguiations is incorporated herein by referencs
sermitted by section 60-250.22 of said Regularions) as if set out in full at this point. I the Operator (a) has 50 or mors empioyees and (b) this cont
:c purchase order is for 550,000 or more, then within 120 cays ‘rom the a¢f

. ' 2flectivensss of this contract or purchase orcer, the Operator shall pre
-ad maintain an alfirmative action program at each estabhishment which shall set fartn the Operator's policies, practicas and procecures in a<cord
~ita section 65-250.6 of said Regulations.

F. Affirmative Action for Handicasoed Workers ful C7R 60-721.%). (Apoiicadle only ta contracts or purchase orders for $2,559 or more.)

The atfirmative action clause orescribed in section 60-7%1.5 of Title 41 of the Ccde of Faderal Regulations is incorperated herein by referenc
Termutted Dy secucn 63-741.22 of said Rezulationsi as if set sut in full at tnis pount. 1 e Ooerator {a) has 50 or more employees and (b) this con!
e durcnase orcer is for $30,260 or more, nen, wittin 120 davs of the effscriveness of NS CONIract or purchase orcer, the Operator shall prepare

Taantain an ailirmative action program at each estadlishrment, which program shall set forth the Operater's policies, pracuces and procecur
-tcercance with section 60-741.6 of said Reguations.,

G. cilizas ral ! 13 . (Applicatle only to contrazis ar purchase o
wrich m2y excess 310,506

(1) itis the paoticy of the Covernment that minocity business enterprises snall have the maximum practicadle opportunity to participate i
pertormance of Covernment contracts.

(2) The Operatar agres=s ta use his best efforts to carry out this oolicy in the award of his subcontracts to the fullest extent consmistent
the ellicient Derformance af this contract. As used in this ¢3ntrace, tne term “MINoriTY Susiness entersrise™ means a business, at t2ast 59 pe
ol wnch 15 owned By minority groups mamoers or, in case cf Sudihicly owned Susinesses. at least 31 nercent of tha sioCK 0! wMKN 1S own
maacity z;ouo memders.  For the surposes of this cefiminuon, minority 87CuUd memders are Negroes, Soamisn-spea<ing American pee
Amernican-Crianisls, American-indians, Amernican-fskimes, and Amer:2an Aleuss. Contraciors may rely on wriiten representilior
$UDCONLIACIINS reg3rcing Reir 313Tus As MINOFItY Dusiness enterprises in hisu of an incepencans tAvesnization.



