NOV | 0 1999
MS 2730

Mr. W. Bcott Lovejoy
Chief Executive Officer
Paramount Petroleum Corporation

14700 Downey Avenue
Paramount, California 90732

Dear Mr. Lovejoy:

Enclosed for your records is a fully executed copy of Sales Contract No. 6300-99-102 for your
purchase of crude o1l as a result of vour bid under Solicitation 99-1. Also enclosed is a copy of
the leter appointing Mr. Robert Prael as the Contracting Officer’s Technical Representative
(COTR). Please acknowledge receipt of the COTR appointment letter hy signing and dating on
the last page of the enclosed second copy and returning it to me at the letterhead address,
Attention: MS 2730 (L.eneau).

Mr. Prae] will be contacting vou shortly to answer any ntestiong vou mav have conesming the

technical aspects of this contract. Should you have any questions concerning your contract, |
may be reached at (303) 275-7385 or via the Internet at Todd.I.eneau@MMSE GOV

Sincerely.

‘s/ Todd W1 enear
Todd W, Leneau
Contracting Officer

Enclosures

bec:  R. Prael, COTR. MS 3131 v~
Contract File
Reading File
ASC Chron

LMS ' WASC:MS2730:TWLeneau:mjo:11/04/99:275-7385: Award-lir-102



United States Department of the Interior

MINERALS MANAGEMENT SERVICE
Western Admimistrative Service Cenrer
Box 25165
Dienver, Calorade 80225-0165

IN REPLY REFER TO. i 1 om e
MS 2730 NV U R
Memorandum
To: Contracting Officer's Technical Representative
‘Attention: Mr. Robert Prael ‘
From: Todd W. l.eneau \“:i £L A

Contracting Officer
Subject: Delegation of Authority Concerning Contract Ne. 6300-99-102

The subject sales contract (copy anached) has been awa:ded to Paramount Petmleum
Corporation for thetr purchase of crude o1l from the Minerals Managemieint Seivice under ihe

Rovalty-in-Kind Program during the period January 1, 2000 through December 31, 2000. In

arcnrdanca with tha Dapartmant of the Intenar Armnmnnn Regnlatinn (NDTAR)Y 1401 A70_ van
are herebv designated the Contracting Officer's Technical Representauve (COTR)

This delegation authorizes and obligates you 10 perform the following tasks to the extent required
hv the terms of the Contract:

a. Inspect and monitor contract performance to assure technical compliance with the

nmanifinatiane I mnr‘--ﬂﬂal- nﬂhf-\ 1Hn anfrunhﬂn nfﬁr\nv n'F any hnﬁr\nmﬂl b Tt - )
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failure to make due progress. or any dlspute Avoid all discussions with the
Contractor concerning disputed matters.

b. Inspect and venfy satisfactory compliance of all contract requirements,
including verifving pavment amounts dug the government each month as
calculated by the contractor [Reference: Paragraph G.2.1 (a)]. and that

[y — L otbhon mrmmadiiwnn mails e
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Exhibit C of the solicitation document [Reference: Paragraph G.2.1 (b)].

¢.  Venfyv the monthly submission of reports by the contractor and that the
reports are submitted in the format required by Exhibit D of the solicitation

document [Reference: Paragraph (.2 1.(b}].
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Contracting Officer.

[

Under this delegation, you have no authonity to modify the stated terms of the Contract or

specification in anyv manner or to approve any action which would result in a reduction of funds
due 1o the Government or 1o the time required tor contract pertormance. All such changes must

be made in writing by the Contracting Officer. Accordingly, in exercising this authority you are
[ .
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a. Knowing and understanding the terms and provisions of the Contract and
immediately discussing anv unclear areas with the Contracting Officer.
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b. Knowing the scope and limitations of your authority and using good judgment,
skili, ana reasonable care in exercising it.
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(1) Actual performance versus scheduled performance.

a

{Z) Actton needed io resiore coniraci 10 scheduie.

When nerforming vour dintisc undar thic dalanatinn vnn chall constanthy ctrace meatantine ofiko
= Adht W Wi imek i idy T W AR AE et J Bl W adad FIULHHL‘.U‘.I \.H Hiw

Government's interests. You should be parllcularly attentive to suspected violations of the
Program Fraud Civil Remedies Act (PFCRA) consisting of the submission of false claims or the
making of false statements. You should become knowledgeable of the contents of the amtached
booklet on the PFCRA as well as the Department's implementation of the Act in 43 CFR Part 35.
Simiiarly, you shall avold any act which may tlend to compromise the position of the Minerals
Management Service (MMS) or any individual member, impair confidence in MM8's mlegnty,

T1AAT N7 . I___
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vendor's offer of a gratuity intended to obtain a contract or favorable treatment under a contract
must be reparted. In your capacity as COTR. you are responsible for nromptly reporting any
suspected violations of the Gratuities Clause. FAR 52.203-3, (copy attached) to the Contractmg

Officer.

This Delegation of Authority is not redelegable. It shall end upon contract complctmn your

b Liru e e -.-. e R L. Y
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Please acknowledge vour receipt of this Delepation by sigring and daning the attached cony
provided for thus purpose and return it o the Contracting Officer at MS 3730,

Attachments

cC. Paramiount Peifoledn: C(n[_)umi.iun
14700 Downey Avenue
Paramount. California 90723



FAR 52,203~3, Gratuities (APR 1984)

{a) The right of the Contractor to proceed may be terminated by written notice
1f, after notice and hearing, the agency head or a designee determines that
the Contractor, 1ts agent, or ancther representative ==

{l) Offered or gave a gratuity f{e.qg., an entertainment or gift) to an
officer, vfficial, or employee of the Government; and

i Tm aunain | T - . P R R - - - e = A r [T}
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edtment under a contract.

H ra

I
L
t
(b} The facts supperting this determination may be reviewed by any court

haveng lawful jurisdiction.

his contract 1s terminated under paragraph {(a) above, the Government®

red ==~
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(1} To pursue the same remedies in a breach of the contract; and

(2) In addition teo any other damages provided by law, to axemplary
damages of not less than 3 nor more than 10 times the cost incurred by
the Cantractor in giving araruitise to the porson conoorned, &as
decermined by the agency head or a designee. {This subparagraph (c)(2)
18 applicable only if this contract uses money appropriated to the

(=

iepartment of Lefense. )

not pe exz.us:ive and are in add:tlcrn o any other rights and remedies provided
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Contract No. 6300-94-102

SECTION A
BIDDER'S CERTIFICATION AND ACCEPTANCE SIGNATURE PAGE
RIDDER'S RUSIMESS MAME: Paramount Patrolsum Corporarinn

ADDRESS: 14700 Downev Avenue Paramount. CA 90723

CORPORATE OR PARTNERSHIP OFFICER: W. Scott Lovejoy

TYPED NAME AND TITLE: W.Scott Lovejoy, Chief Executive Officer

DATE:__ Dctober 25,1999

CORPORATE SEAL:

Brd: nv corporauons must be sxecutsd over the corporate scal,

L
—
hebs ]
"M

]

tiaving examimned the biddme dn:um-nvs including any modifications 1o IFB No. 95-1 (1f
applisapler. the rezzipt of whachiis oz duly acknowisdged, we. the undersigned. offer
to purznase Revalty Ol m conformm with owr bid pniess for sp-cmc cruds npes and

oth=r ninmmation woluded i Exhibit 4 anachad Lerouit and Inaue pan of this g

W uncerais. ”- our Bid for » \ﬁ*{"'lﬁ"‘ r‘-m-i- ol nme o ::::p::d oY) SCEE CAAED n’um
Exhibit B. 2 st of jeases seleciad will o= antachzd herswith and made 2 pan of tha
fOnTall, anc o purchase the Rovaln Qi in ascordanze with the provicions in the I1FR

We arres 1o abide by this B:d for a pe noc of 37 days from the date fixed for Bid opsning
ungsr e ‘“.:""u\.uuua 1o Bidders. and 1i snaii remmamn bindine upon us and may be acceprad
4Lany umes brior: e expiration of tha panod

Your Bid. this sirned Ridder's Cerufizauon and Accentance Signarure page, the MMS
noufizanon of award, and the final b of l=aces that vou chonsa for vour s Winning crude
ol e, shall constiture 2 binding Contract barwe=n the Purchaser and the Se=iler,

[ 2]



Contract No. 6300-99-102

We cenify that we are 8 quaiified bidder as described in H.1 of the IFB and thar the
miormation. representations and certificauions include hercin arc accurate and complete.

The making of false statements 1o the Seller is punishable by a fine of not more that

£10,000 and/or not more than five vears imprizonment gee 1811801001
Dated this___ 23th dov of Octoher 19 99
r\ ;l"- ’ /7 /\‘v—'--f

Chief Executive Officer

Authorized S.:,r_:n.mn:__d \/ Title

DOCUMENTS TO ACCOMPANY RIDY: Riddarc must cubmt the followine dosumenie
with thair pids. Seller may reject. as nonrssponsive, bids nol accompanied by these
gocuments:

1. Section A, Excruted Bidder's Certification and Acceptance Sicnaturs Pape
{3 comes)
Exhibit A (Your BID for Fed=ral Oil) (One Copy)
Section 1 - Represeptanone and Ceruificanions (One Comy)
An LLOUC equal 1o 43U aavs of srudr o1l production for the lzasas that vou
are bidding an the cruds oil npe (Ons copy)

-
T o T e . Ta. - LI b a LR Y .
Sial W lAG) S DR UEShalhd Y O LV Taddlldpil L2, FaEZtc 10 { U L;U'P\'}
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Contract MNo.

£300-99.-102

Exhibit A

-

Tal>la of MMS Crude Oil Priciding and Bid

Gulf of Mexico:

Crude OLlL Type

Dellvery Fo.nt

Frioe par Barrael

LT Tl TR 1O

prlize fcr AMS b/~ n gravity
adiiistment

gid + or -
i.ight Louwisiana st. Janes, LA [Hoch Pecsting + Platt™. s PH|-{Plakt’s WTI-LLS)
Jweel
Light Loulsiana Socuth Eend, LA (#och Poeting + Plakt? P+|-{Blatlt'as WII-LLS]
Sweet
Heaavy Leulslana Emplrs, LA {koch Postlng + Elatt’ P+|-{Plaktk’ s WTI-HLS)
dweslt
Lugena Island St. Janas, LA |[Koeh Foakbing 1 Platk” Pr -|Blett™s WTI-E1)
MHars Bland Clovally, La (kcch Postlng + Plact’ P+ -(Platk's WT1-Mars)
Heavy foulsiana Grand 1sle, LA {Kcch Postlmg + Plakk! P+ -{Plantt'a RTI-ILI}
aweak . ] i
i
; !
Table of MHS Crude Oll Pri cing and Bid
. Paacifio: : |
il Group Fields Louation of Dallivery Pricwm pe: Bacrel Bid + or -
' Comprisiryg _ i
Croup Aspumed Dellvery geraviky :
Coastal Llght Ganta Clira Handalay Beach, Ch Aver age »f Platt’s Ollgram
{CL-H] : 21" and Petoyleum Arguits mpot
prlcie for AHS +/- & gravity
: adiL mtmelt )
CToastal Light Santa Clure Carphnte=cia, ChA Avelrage 3f Platk’sx ODilgeam
[CL-C}) Sockeys 4" and Petryleun Argus's spot
prii:e for ANS +/- » gravity
adjiistment
Coastal Heavy Carriknterla La Conchita, CA Avairege pf Platb's Ollgram _ .
[cH-C} ' 231.4° and Petroleum Argus’s spot ¥- 4

Coastal Hoavy .
{CH-F)

Das Cuadras

Rlncon Beparation
Faclhity
29"

Ave rage of Platt’s Ollgram
and Petroleusm Rrgud’s spot
prlice fcr ARS +/- & gravity
aci ustmenk

Hea vy
fi-m)

Huariems

#andalay. Beach; A
21"

Ave rage of Platt’s Oilgram

ang Petjoleur Argua's apot

price fir RHS +/- a gravity
adj ustmint

Patwmount Petroleum Coiporation

Date; LOj26/9%
.¥ereiom: 1
Page 1 of 2
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R
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Contract Ho.

"heavy

6300-99-107

e, hrguello

(H-A]

Heavy

Gaviola TormlnaledPapain}
20.9° Inlet of

Average uf Flatt's Cllgram
and Petruoleum Argus’'s spopb
price fair ANS 4/- a grawlty
adjustmant '

{H-¥}

Bekta

Santa Tnazx

Bet a

Lan Flores Canyon, Al
Americean Pipeline
20,9

Average of Platt’m Ollgram

and Petroteum Argun's spok

price [0 ANS 4/~ 4 grawity
adju stment

{BTA} -

Pt. Padarralas

Pt

Bela Onshore Fachllty
7. B"

fiverage of Platt'e Ollgram
and Petrolaum Argus’s spot
peice Ko ANS +/- o grarity
adjuistment

(PTP)}

Pedernales

Lowpoc, CA
16.2*

Rvarsgs of Platt’s Ollgram

and Petroleum Argus’'s spot

price for AN8 +/- 5 gravity
adjLisktmant

Paramount Petroleum Corporation

Date}

10/26/99

Yerslon: L

Page 2
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Contract M-, &300-99-1072

RIK Lease Lisiing for Sale 99-1

Exhibit B-1

Refiner N umber:

Bundle

191
191
199

1%

0
g
1K
FLLL

00

Sum

l.ease Fumber

1188000 15-0
I T8 -000. 150
1188 -0 5030

LIRS -0 51 -0

[RLEREEVE 1 2]
(IR B0
[IRE-000 AT-0
[128-000 BE-

{ 18 L0 Q0-

1902
FMT Mumber

20040834500
20040834500
20040834500

0834503

2N 150D
1N 0R 8140
DR T I50]
IDGNNTISDY

10040811507

BehnerName:

Operator Name
Chevron 5 A Inc

Chevron U5 A | Int
Chevron PS5 A Tne

Chevion PS5 A | Inc

Feann Company S A
Faunn Cempany. LFS A
Exxon Company, LFS A

Frexon Company, LIS A

Exxan Company, IS A

Paramou it Peirpleum

Daiky

il Royaliy
Area Block  Type Qualiy Markel Center  Share
Pt. Aruello H- A 0.5 Inle| of Gaviots B4
Pt Arpuclio H- A 0.5 Inke! of Gaviota 604
Pt. Arpuelic H- A 205 Inie: of Gavima 9
Pt Arguello H- A 20.5 Inler: of Gaviola 55
Bund le Subtoial 20062
Sanma vner H- 09 Las Flores Canyon 3.11]
Same Yrez -7 09 Las Flores Canyon 3
Sanis Ynez H- me Las Flores Canyon 9
Sanis Yaez H- ¥ 109 Las Flores Canyon 1137
Sanis Yrez H- 09 Las Flores Canyon 1
Bund e Subtotal (520

LY1r)

Thuriday, Ol ober 28, 1999




Contract No. 6300-99-102

SECTIONC

TERMS AND CONDITIONS OF OIL SALES AND PURCHASF,

C.1. DEFINITIONS
ANS means Alaska North Slope
API means the American Petroleum Institute.
Argus means Petrolenm Argus spot market price postings.

Audit refers o any review, conducted in accordance with generally accepted
accounting and auditing standards, of royalty payment comnpliance activities of lessees or
other interest holders who pay royalties, rents, or bonuses on Federal and Indian Leases,
and, as used herein, refers to such review of Purchaser’s compliance with the nrovisions of
this Contract.

Barrel means 42 U.S. gallons of 231 cubic inches per gallon corrected to 60
degrees Fahrenheit.

B3 (Bonito Sour) means the arithmetic average of the daily high and low nrice
quotes for “Bonito™ for Plaft’s Month of Delivery.

Contract means this I[FB No. 99-1. immediately after it has been fully executed and
accepted by Bidder and the MMS, and includes any amendments or revisions therein,
between the Parties. and constitutes an obligation which, with due consideration, is
enforceable bv law.

Contractuing Officer (CO) is a person with the authority to enter into. administer
and/or terminate contracts and make related determinations and findings. The term
includes the authorized representative of a CO acting within the limits of his or her
authonity. as delegated by the CO. except as otherwise provided in this contract.

Contracting Officer’s Technical Representative (COTR) is that person named to

administer day-to-day technical contracung matters.

Crude Qil means a mixture of hvdrocarbons that existed in the liquid phase in
natural underground reservoirs and remains liquid at atmospheric pressure after passing
through surface separating facilities and is marketed or used as such,

Day, Month, and Year mean respectively, calendar day. calendar month, and
calendar vear, unless otherwise specified.

EDQ Means equal daily quantities.



Contract No. §300-99-102

EI (Eugene Island) means the arithmetic average of the daily high and low price
quotes for “Eugene Island™ for Platt’s Month of Delivery.

Force Maieure means, excent for payment due hereunder, either narty heretn shall
be relieved from liability for failure to perform hereunder for the duration and to the extent
such failure is occasioned by war, niots, insurrections, fire, explosions, sabotage strikes,
and other labor or industrial disturbances. acts of God or the elements, Sellers’ laws,
regulations, or requests, acts in furtherance of the internatinonal Enerpy Program,
disruption or breakdown or production or transportation facilities, delays of pipeline
cammer in recelving and delivering crude nil tendered, of by any other canse, whether
similar or not, reasonably beyond the control of such party. Any such failures to perform
shall be remedied with all reasonable dispatch, but neither party shall he raquired to
supply substitute quantities from other sources of supply. Failute to perform due to events
of Force Majeure shall not extend the terms of this Agreement.

HLS {(Heavy Louisiana Sweet) means the arithmetic average of the daily high and
low price quotes for “HLS™ for Platt’s Month of Delivery.

irrevocable Letter of Credit (ILOC) means a written commitment by a federally
insured financial institution to pay all or pan of the stated amount of money until the
expiration date of the letter upon presentation by the Sellers (the bcneﬁcnary) of a wnitten
demand therefor. Neither the financial institution nor the Ridder/Purchacer can revoke or
condition the Letter of Credit.

Koch Posung means Koch Oil Company's posting for West Texas/New Mexico
Intermediate. deemed 40 degrees, EDQ for the Physical Month of Delivery.

LLS (Light Louisiana Sweet) means the arithmetic average of the dailv high and
low price quotes for “LLS™ for Platt’s Month of Delivery.

Lease refers herein to any contract. profit-share arrangement, joutit venture, or
other agreement issued or approved by the Seller for the exploration for, and developmen
of, the extraction of. or removal of crude oil from Federal lands in the Gulf of Mexico.

Leaseholder means a company. corporation, partnership, association, person or
other entity with whom the Seller has contracted to. explore for. produce. handie, deliver,
and/or market Royalty Oil owned by the Seller as its royalty on production from or
attributable 10 Seller’s Leases,

MMS" Lessee is that panty through Federal lease ownership which has entered inta
a Lease with the Seller, or which owns operating rights in such a Lease, as defined herein.
The acuvities referred 1o 1n this document as being performed by the Lessee can he
performed by the operating rights owners on behalf of the Lessee.



Contract No. 6300-99-102

Marketable condition means lease products which are sufficiently free from
impurities and otherwise in a condition that they will be accepted by a purchaser under a
sales contract tvpical for the field or area.

Operating Rights means the interest created out of a leace authorizing the holdar of
that night to enter upon the leased lands to conduct drilling and related operations,
including production of oil or natural gas from such lands in aceordance with the terme of
the lease. A record titie owner is the owner of operating rights under a lease except to the
extent that the operating rights or a nortion thereof have hean transferred from recard title,

Parties mean the Seller and the Purchaser.

Phvsical Month of Deliverv means the calandar month during which the delivery
of crude oil occurs.

Platt’s means Platt’s Qilgram Price Report.

Platt’s/Argus Month of Delivery means a) for the Gulf of Mexico, Platt's quotes
from the twenty-sixth day of the month two months prior 10 the physical manth of delivery
through the twenty-fifth day of the month one month prior to the physical month of
delivery (excluding weekends and holidays). and b) for Offshore California, Plan’ s/Armue
quotes from the first day through the last day of the month, one month prior to the
physical month of delivery (excluding weekends and holidays).

Pointis) of Delivery means the point of royalty determination or rovalty
measurement point approved by the junsdictional office of the Minerals Management
Service. It s the point at which Seller’s Lessee is 1o make available to the Purchacer, and
Purchaser is required to take Royalty Oil described in this document.

Posted price means the price specified in publicly available posted price bulletins.
or other price nouces net of all adiustments for qualitv (e ¢ API gravity eubfirr rantant.
etc.) and location for oil in marketable condition.

P= (Posting Plus) means the arithmeuc average of the daily high and low price
quotes for "P-Plus WTI" for Plant’s Month of Delivery.

Pre 1969 means leases 1ssued before October 1969,

. Property means a Federal lease or a Federal pooling agreement for which the Seller
15 inviting bids for Royalty OQil. Numerous Federal leases may contribute t6 pooling
dagreerments.

_ Purchaser means the bidder to this IFB whose bid is accented hy the Sallsr and
who is a purchaser of Royalty Oil subject to the provisions of this IFB No. 99-1.
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Rovaitv Oil means that portion of crude oil produced from or attributable 1o the

properties listed in this document to which the Seller is entitled to as the royalty
nercentage of the production from or attributahle to said | .eases.

Transnnrter meang nrincinally the nineline ar tmeking eomnany receiving dalivery
of Royalty Qil at the Point(s) of Delivery, but may mean any upstream or downstream

ninaling tranennrer as dictated hy context

FrETrttT T e mmmmy e m—m—— — g m m e

lindernavment means nayment for less than the full nrice or for lags than the full

Trres presww wra

volumc of Royalty Oil actually dclwcrcd to the Purchaser. Underpayment does not result
from the under-deliverv of Ravalty Qil to the Purchacer by the Sellers’ | aceaac,

w wmaw

WTIT (West Texas Intermediate) means the arithmetic av erage
low price quotes for “WTI" for Plant’s Month of Delivery.
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C.2. GENERAL TERMS

C.2.1. Purchaser and the Seller agree that one hundred (100) percent of the Royalty Oil
made available by Seller’s [ .essees at the Point(s) af Delivery will ha nurchagad and taken
by Purchaser at the Point(s) of Delivery. Unless otherwise specified, all crude oil will be
physically delivered by the lessees at MMS "< expense to the trading centers identified in

Exhibit A for sale by MMS to the Purchaser at such trading centers. The Purchaser will
be responsible for transportation from the designated delivery noint. Lesseas shall he

= rrTTs  ErwLIAr W WLr LIASEmAR

deemed 1o be in exclusive control and possession of said Royalty Qil prior to the time of
delivery to the Purchaser, and_if taken at the Points) of Dielivery, the Purchacer chall he

TLIMALE W

deemed to be 1n exclusive control and possession of sald Royalty Oil thereafier.

C.2.2. The Seller shall not be liable for consequential. incidental, special or punitive
damapes or losses which may be suffered as a result of the failure to make availahle or
take the Rovalty Oil hereunder.

C.2.3. Asstated in RIK regulatiori 30 CFR § 208.8 (b). the lessee shall deliver rovalty oil
from Secuon § offshore leases issued before October 1969 and Section 6 affchore leacas at
a delivery point to be designated by the lessee. Purchasers who are unable to make
satisfactorv deliverv arrangements with the lease operator will have to dron the leass(s)
from their contracts as MMS cannot force delivery of the oil from these leases to any
specific delivery point.

C.2.4. The Purchaser shall hold the Seller and 1ts Lessees harmiess for all costs and
penalties. including any which may be assessed or imposed by a Transporter against
Purchaser at or after the Pointis) of Dehver\ mc‘ludmn without limitatian nurchacac ae

———raa g e S MWL WL

sales of imbalance quantittes of crude oil at unfavorable prices. The Seller shall not hold
the Purchaser respansible for any costs and penalties which may he aceacced againgt the
Seller prior to the Point(s) of Delivery.
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The Purchaser and the Saller’s egerac chall wark with each nther and with tha

Transporter to venfy delivery and receipt of Royalty Oil on a timely basis.

It is specifically agreed that there are no third party beneficiaries to this contract, and that

ﬂ-m contrant chn" nnt |mnnrf anv hnhﬂ- nnfnrr-pcal-nln l-nr anyv nartn firmn AroaniTatine A
l—' J IIHF LT YR ] J Fvl“vll, lll‘ll, Ulb u‘.d-lllul..l.q L

corporation not a party hereto.

C.2.5. The Purchaser shall not assign any of the nights awarded under this IFB and

contract without having prior writtan annraval feam MME,

€1 NOTIRICATION OF ROVATTY OIT

ACKNOWLEDGMENT

V_A IT AR I'T'V AN D‘II‘DJ"‘LI ACED
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Purchaser 15 authonzed and required to communicate with Seller’s Lessees to the extent

ﬁrqr\hﬂnhlp ':H'N"l rnnncfﬂﬁt \.I.fll"l‘\ lrn“ur."l"nr nl-':ﬁhnn rnnnrrhnn nl-llf'l- ru] mytailanhiliry Tha
r L l‘u-" !-’ D E Wy “‘Hlluullll: . i

Seller’s Lessees will be required to provide to Purchaser initial estimates of Royalty Qil

availahle dnnno the mnnth nﬂ-r-p-dmn the ctart of the contract tarm The Qallare® 1 accna

.......... A rwALLE, 4 1ML LFRAIEID  Lwdgwed

will also be reqmred 1o nonfy the Purchaser of any changes in Royalty Qil availability

dunnp the contract tarmm congictant unth inductry nractice

e i -

4. FA

ILURE RY THE PURCHASER AND PURCHASE

= = oA = = amg o et AW W B EL m

Iffh Seller |r|f'nhf'n=q an 'II'I'Il"'Pfﬂ'A\.rrn-nf h\ 1|-u- ﬂnrr-hucp-r the Biurrhocar sil! ha masi 8
10 afl ipayt T, Ul 4 ulcaaoscl vyl Ok oco

and granted 15 days to pay or demonstrate to the MMS that underpayment does not exist.
Revond the 16t day for the MMX ac affactad may rhanes ta 2all on the latter o€ cradis for

the underpaid amount. if the reasons for the underpaymc-nt are other than a Force Majeure
nccurrence The Seller may chonge tn tarminate the contrast whan tha comdatiaa

——— - An wEaw W EmEsammARERE P W

underpaid amount exceeds 50% of the amount of the letter of credit.

C.5. PURCHASER LIABILITY

C.5.1. Purchaser Liabilitv for Bid Value of Rovalty Oil. Notwithstanding contract
terrmination pursuant to C.4. the Purchaser shall be liahle for the hid value of one hundrad
percent (100%) of the Royalty Qil delivered 1o it by Lessees including oil made available
but not 1aken by the Purchaser. In the event that anv Rovaltv Oil not taken ic enld to a
third panty at a pnce below the Purchaser’s bid pncc, the Purchaser will be liable for the
difference between the price received bv the MMS and the Prrchacar’s hid peics and if the
oil not taken 1s not sold during the month of delivery. the Purchaser wil] be liable for the
full bid value of the oil. Admmv-‘:'rr:an\'.ﬂ enste and nther avnancac the MRMC fnmure or

T R acanEwR LR AW RSW RAde LTAITALS ALAWAAN S ELY @

result of obtaining anather buyer for the oil for which the Purchaser contracted will also be
due to the MMS. The Purchaser shall pay alt amounts due within 7 calendar days afier

deemed receipt of an invoice. Any dlsagrccmenl with the respect 1o the amount of such
payvment due the MMS will be deemed a dispute and will he decided by the Contracting
Officer.

11
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(5.2 Liabilitv for Transporter Penalties. The Purchaser shall be liable for any pineline
penalties imposed as a result of the Purchaset’s breach,

C.6. DELIVERY VARIANCES TO FPURCHASERS BY MMS® LESSEES

The Purchaser shall not be liable for under payments resulting from deliveries by MMS

Lesgees that vary from the nroner monthiv rovalty volume, In the svant that [ ecesas

significantly over/under deliver Royalty Oil to the Purchaser, the Lessees will be
rFqnnnqlhlP for nnvm#m‘ toy the MMS, Variancec that are nnt mrrnﬁ-r-nﬂt unll ha dalivarad-

in Royalty Qil volumes to the Purchaser in the next month aﬁcr identified and resolved

unfh thP I PESLPL

C.7. AUDIT RICHTS

The MMS retains the nght to adjust the amount of monthly payments due MMS based on
contract reconciliation or audits related to volumes taken by the Purchaser.
Notwithstanding any other provision herein. MMS or the Purchaser may adiust the price
due to mathcmatlcal eITors in its calcvlations.

12



Contract No. 6300-99-102

SECTION G

CONTRACT ADMINISTRATION DATA

G.1. PERFORMANCE PERIOD

The contract will be for a term of one year. Subject to a 90-day termination notice by

Qellar or Purchaser whirh can nnlv he everciced afier the comnlatian nf the one vaar tha
acller or Purchazer, which can only he exerciged afier the comniatian of the one vear the

contract will be automatically renewed for another year.

G.2. PAYMENT AND REPORTING

G.2.1. Responsibilities of Purchaser. The following réporting and payment requirements

are the monthly responsibility of the Purchaser during the term af thiz Oi! Salee and
Purchase Contract:

a. Purchaser shall render payment to the MMS in accordance with the
nrnr‘F-rhlrFt atfz 21 fh\ for all annlf‘v 0l mads availahla ta it at tha Dn-nt{e\ af Dl

The Purchaser is requlred to makc payment to the MMS for all Royalty Oll made avallablc
to it by MMS" T essees, whether ar not Purchaser accepts delivery of such oil, The
Purchaser will calculate the amount due each month based on the contract bid price made
in Fxhihit A and ﬂ'\f‘ RHVH]W (‘):I volumes l'FI"nl'l"Pl" at ﬂ'm pnlnt nf nph\n-nr |r|ﬂr\ rifiad in

Exhibit B-1 of this contract. daiaina

b. The Purchaser will remit the total monthly amount due to the MMS by
electronic funds transfer (FFT). under procedures ontlined in Fxhihit C of enlicitation 00_

1. Payment must be credited to MMS’ account by close of business on the last day of the
month following the month of delivery.

[n addition. the reportineg to MMS will be in aceardance with thae Maman darad
August 13, 1999, in Exhibit D of solicuation 99-1.  The MMS will answer any questions
over the telcnhone or bv E-mail reﬂardmi_' rennmno remnreme-mq {contart an MMS

chresemanvc at the phone number listed in the last paragraph of lhe Exhibit D memo).
c. Purchaser shall provide access during norma! working hours, to any
documents of Purchaser, which are pertinent 10 the contract and Purchaser’s nhligation to

pay Selicr. Such records shall be retained for a period of at least seven years after the final
reporting and payment date of the contract,

G.3. SET-OFF

The Purchaser shall not reduce pavments due hereunder hecanse of ny claim a
Seller ansing outside of this contract.

i3
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G.4. MMS REPRESENTATIVES

Mr. Todd W. Leneau is the Contracting Officer (CO) and can be reached at (303) 275-
7385.

Mr. Robert Prael is the Contracting Officer’s Technical Representative (COTR), and can
be reached at (3(13) 231-3217

G.5. PURCHASERS REPRESENTATIVES

Purchasers shall provide the following information at the time of contract award:

Ridder’s Buginess Number;  (§62) 531122080 ¥ 2804

Toalamlbnaa FELTD A mncA . maenn
el e UL JI =2V AL ZO7FY
No.--L____*_T!_1dm 1L T
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SECTIONH

H.1. NOTICES/CO
(a) Any natices chall he in writing chall include the contract numbar. and chall

be forwarded, prepaid, to the appropriate addresses in (b) below.
(b) Correspondence to MMS shall be to:

{1) For contract matters:
Mr. Todd W. Leneau, Contracting Officer
U.5. Department of the Interior
Minerals Management Service
P. O. Box 25165, MS 2730
Denver Federal Center
Denver, Colorado 80225-0165
PHONE: (303) 275-7385
FAX: (303)275-7303

(2) For technical matters and ILOC verification:
Mr. Robert Prael
Contracting Officer’s Technical Representative
U5, Department of the Interior
Minerals Management Service
Post Office Box 25165, MS3131
Denver, Colorado 80215-0165
PHONE: (303)231-3217 Email: Robert Praeli@imms onv
FAX: (303)231-3219

H.2. INDEMNIFICATION

Purchaser shall indemnify and save the Seller and Lessees harmless from and against any
loss. expense, liability, or claim of any kind for damage to property of, or for injury to :_u;
death of persons which Purchaser. its agents, employees. or personnel intentionally or
neglipently or otherwise cause, arising in any way from or connected with performance of
this contracl.

H.3. GOVERNING LAWS AND REGULATIONS
Solely applicable Federal Law and this IFB hereunder govern the sale of Royalty Oil. The

Federal Acquisition Regulations (FAR). 48 CFR. Ch. 1. Pts. 1-53 dn nest annly tn thic eala;
however, the Seller may use the FAR as guidance in bid solicitation and contract award.

15
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SECTIONI

GENFRAL PROVISIONS

11,  WITHHOLDING OF DELIVERIES AND TERMINATION FOR
PURCHASER DEFATLT

{(a) The (‘nntrnr-hnp Officer for MMS withom Iml-ulm.r to the MMS , may

terminate this contract in wholc or 1n part as pertains to cach rcspectwc interest, by writien
natice tn the Piirchacer affective unon curh noatira hmnn daliverad ﬂ-l‘scr\.al!}r to any

authorized representative of the Purchaser, being deposucd in the United States Postal
‘wqtem or with an nvernwht df-lwf-rv service addraeesad ta the Purchacar at tha addrace

shown on the award page in the ¢vent.

(1 Purchaser breaches any warranty made herein:

(2) Purchaser fails to take delivery in accordance with the terms of this

contract:

(3) Purchaser no longer meets the financial qualifying eriteria spesified
in this IFB No. 99-1, as determined by the Seller;

(4) There are instituted by or against Purchaser proceedings in
bankruptcy or other insolvency law: or

(3)  Purchaser fails to comnly with any other term or conditian of thic

contract within 48 hours after the Contracting Officer or their designee, gives telephonic
or other oral notice. The Seller will confirm any oral notification in writing

(6)  After the first vear. the Purchaser may terminate the cantrast or
specific leases with a 90-day notice to Seller.

(by Seller may cancel in the event that Koch posting, Platt’s posting, or
Petroleum Argus is no longer available in the calculation of the nrice_ or the contract price
can be renegotiated using available pricing tables.

(¢)  Notwithstanding other prov:smns of this IF B, Purchaser shall not be charged
with anv lability to the MMS under circumstances which nrevent Purchaser’s accentance
of delivery hereunder due to causes bevond the control and without the fault or negligence
of Purchaser. as deemed by the Contracting Officer.

(d) Mothing herein will limit the Saller in the anforcsment of any lagal or
equitable remedy, which it might otherwise have, and a waiver of any pamcular cause for
termination will not prevent termination for the same cause nrrurnna at anv nthar tima ar

for any other cause.
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()  Upon termination of a contract for Purchaser’s default, the Contracting
Officer may sell or otherwise dispnse of the remaining crude oil in an apprapriate manner.
Any net loss experienced by the selier, calculated as the difference between the price
received for the remainder of the contract period as gold by the Contracting Officer, to

include administrative cost and the price that would have accrued had the Purchaser paid
for the volumes until the term of the contract expired wiil be due from the Purchaser,

1.2 TERMINATION FOR THE CONVENIENCE OF THE GOVERNMENT

The Coontracting (Mficer, by written nohice, mayv terminate this contract, in whole or in
part, when it is in the Government's interest.

1.3, LIMITATION OF THE SELLER'S LIABILITY

The MMS is not liable for nonperformance due to Force Majeure. In addition, see
Section C.5.

I.4. DISPUTES

{a) For the purpose of this contract. the Contract Dismttes Art of 1978 (41
U.5.C. §601 et seq.. PL 95-563) is applicable. 1f a dispute arises, the Purchaser may
submit a claim to the Contracting Officer, wha will issue a wrinten decision on the disnute
A “claim™ is a written request submitted to the Centracting Officer for payment of money,
adjustment of contract terms, or other relief reguiring a Contracting Officer’s decigion.

(b} In the case of disputed requests or any amendments to such requests for
payvments exceeding $30.000. the Purchaser shall centify, at the time of the submission of a
claim:

I certify that the claim is made in good faith. that the supporting data is accurate
and complete to the best of my knowledgpe and belief, and that the amount
requested accurately reflects the contract adjustment for which Purchaser believes
the MMS is liable,

Purchaser’s Name:

Signature of Centifving Official:
Title:

(c) The Purchaser shall pay the MMS, as applicable, interest on the amount
found due from the date the amount is due until the Purchaser makes nayment at the
underpayment rate in 30 U.5.C. 1721, The Internal Revenue Service Rate will be used as
prescribed in 30 CFR 218.54 and 218.10?
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(d) The decigion of the Contracting Officer will be final and eonclicive and nnt
subject to review by any forum, tribunal, or MMS agency unless an appeal or action is

timely commenced as specified by the Contract Disnutes Act of 1978

d at the
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Contracting Officer’s direction W1|l dlllgently pcrform under this contract pendlng final
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hearing, the agency head or dESIgnec determines that the Purchaser, its agent, or another
TFanQFnTHTIVF affered or gave a ornhnh.r rp g, Fntpnnmm-m or an tmoan Afha P = |
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or employee of the Seller and mtended 1o ubtam a contract or favorable treatment under a
r‘nr‘ll‘rm“'f
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determination.

(<) If this contract is terminated under (a) above, the MMS is entitled to pursue
the same remedies as in a breach of contract. The Saller rn'l}.r at it’s diserstion, tarminate
this contract without liability, or deduct from the contract price or consideration or

otherwise recover the full amonnt Af anv fammiccinn narcantaos hralbo
- SSS TSSO mS RSSS ST ormauiminn U dEmiiy LiIiiliceRiwil prRl el ey UIUI\UIHE\-' Ul

contingency fee.

{(d}  The nghts and remedies of the MMS provided in this Article are in addition

to any other rights and remedies nrovided by law or under thic contract,

[.6. INTEREST

All amounts due and pavable_including interaet assecced nn lats payments, must be paid
bv the bill due date. Amounts not so pa:d shall bear interest, computed on a daily basis.
from the date due (i.c.. date of deemed receipt of invoice) until the MMS receives

payment. at the underpayment rate under 30 U.S.C. 1721.
1.7, EXPORT LIMITATIONS AND LICENSING

Purchasers are subject to all the limitations and licensing requirements of the Export
Adminstration Act of 1969 (83 Star 841) in accordance with 10 US.C. §7430¢=),

L8. PURCHASER'S RELEASE OF CLAIMS

Furchaser hereby releases the MMS fram all claimc ariging in connection with thie
contract, except in the case of those federal claims meeting the requirements of the

Contract nl‘:nllll"‘: Act which the (‘nmrnmmn Qffirar racaivac nrinr ¢ tho Anta wese bl
W LA ALAA A W WA I-I}IUII Widlwill

final payment is due hereunder. Claims not recmvcd before such date are fon:vcr barred.
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Supplemental billings and credits iseued after the final invoice will not extend the data for
submission of claims beyond the final payment date shown on the final invoice.

1.9. IRREVOCABLE LETTER OF CREDIT

The ILOC must be increased to 99 days worth of production on the properties listed in the
Purchaser’s leace list ag stated in paragraph H.12 of golicitation 90-1 by no later thap
December 17, 1999. Additional specifics for ILOC requirements are set out in paragraph
H 12 and Fxhibit F of solicitation 99-1.
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