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DEVON ENERG
Cons

Se

Assets
Current assets:
Cash and cash equivalents $
Accounts receivable
Inventories
Prepaid expenses
Deferred income taxes

Total current assets

Property and equipment, at cost, based on the
full cost method of accounting for oil and
gas properties
Less: Accumulated depreciation,
depletion and amortization

Other assets
Total assets $

Liabilities and Stockholders' Equity
Current liabilities:
Accounts payable:
Trade
Revenues and royalties due to others
Accrued expenses

Total current liabilities

Revenues and royalties due to others
Other liabilities (Note 2)

Long-term debt

Deferred revenue

Deferred income taxes

Stockholders' equity:

Preferred stock of $1.00 par value.
Authorized 3,000,000 shares; none
issued

Common stock of $.10 par value.
Authorized 120,000,000 shares; issued
22,096,896 shares in 1995 and 22,050,
in 1994

Additional paid-in capital

Retained earnings

Total stockholders' equity

Total liabilities and stockholders'
equity $

See accompanying notes to consolidated financial st

Y CORPORATION AND SUBSIDIARIES
olidated Balance Sheets

ptember 30, December 31,
1995 1994
(Unaudited)

11,108,702 8,336,371
15,111,303 15,626,799
587,568 534,326
544,532 564,371
262,000 262,000

27,609,105 25,323,867

566,974,139 523,941,141
230,259,966 202,634,961

336,714,173 321,306,180
3,935,988 4,817,489

368,259,266 351,447,536

4,727,818 6,394,897
7,816,952 7,398,199
3,191,833 3,225,493

15,736,603 17,018,589

1,383,135 1,383,135

6,472,082 -
97,000,000 98,000,000

1,250,810 1,299,947
31,245,000 27,340,000

996

2,209,690 2,205,100

167,284,722 166,654,305
45,677,224 37,546,460

215,171,636 206,405,865

368,259,266 351,447,536

atements.



Ende
19
(Not
Revenues:
Gas sales $17,34
Oil sales 14,53
Natural gas liquids sales 1,70
Other 18
Total revenues 33,77

Costs and expenses:

Production and operating expenses 8,78
Depreciation, depletion and

amortization

9,49

General and administrative expenses 1,94

Interest expense

1,68

Total costs and expenses 21,90

Earnings before income taxes 11,86

Income tax expense:

Current
Deferred

3,49
1,72

Total income tax expense 5,21

Net earnings

$ 6,64

Net earnings per average common share

outstanding

Weighted average common shares outstanding 22,09

See accompanying notes to consolidated financial st

DEVON ENERGY CORPORATION AND SUBSIDIARIES
Consolidated Statements of Operations
(Unaudited)

Three Months

d September 30,
95 1994

e?2)

5,089 13,098,264
9,096 10,551,133
4,834 1,404,841
1,845 244,732

0,864 25,298,970

4,236 8,179,221
0,448 9,234,941
4,225 1,837,397
7,424 1,467,439
6,333 20,718,998
4,531 4,579,972
2,000 197,000
7,000 1,327,000
9,000 1,524,000

5,531 3,055,972

$.30 .14

2,783 22,049,065

atements.

Nine Months
Ended September 30,

1995 1994

36,797,786 45,230,185
40,904,485 27,094,532
4,738,282 3,460,870
742,972 1,177,017

83,183,525 76,962,604

25,336,598 23,365,841
28,549,892 25,544,446
6,334,039 6,115,496
5,214,241 3,774,022
65,434,770 58,799,805
17,748,755 18,162,799
3,727,000 744,000
3,905,000 5,432,000
7,632,000 6,176,000

10,116,755 11,986,799

46 .56

22,065,462 21,386,685



Cash flows from operating activities:
Net earnings
Adjustments to reconcile net earning
cash provided by operating activit
Depreciation, depletion and amor
(Gain) loss on sale of assets
Deferred income taxes
Changes in assets and liabilitie
(Increase) decrease in:
Accounts receivable
Inventories
Prepaid expenses
Other assets
Increase (decrease) in:
Accounts payable
Accrued expenses
Revenues and royalties du
Deferred revenue

Net cash provided by oper

Cash flows from investing activities:
Proceeds from sale of property and e
Capital expenditures
Payments made for acquisition of bus

Net cash provided by (used
activities

Cash flows from financing activities:
Proceeds from borrowings on revolvin
Principal payments on revolving line
Issuance of common stock
Dividends paid on common stock
Increase in long-term other liabilit

Net cash provided by financ

Net increase (decrease) in cash and cash equivalent

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

See accompanying notes to consolidated financial st

DEVON ENERGY CORPORATION AND SUBSIDIARIES
Consolidated Statements of Cash Flows

Nine Months
Ended September 30,
1995 1994

(Unaudited)

$10,116,755 11,986,799
s to net
ies:
tization 28,549,892 25,544,446
284,141 (6,157)
3,905,000 5,432,000

306,002 3,561,243
(53,242) 42,707

19,839  (154,402)
727,575  (948,550)

1,713,342 (5,237,059)
(603,844) (261,313)
e to others - (62,748)
(49,137) (157,380)
ating activities 44,916,323 39,739,586
quipment 6,826,719 2,883,954
(50,705,325) (21,931,181)
iness (Note 3)  (2,391,484) (42,340,808)
in) investing

(46,270,090) (61,388,035)

g line of credit 6,000,000 29,500,000

of credit (7,000,000) (14,500,000)
635,007 359,430
(1,985,991) (1,948,297)

ies (Note 2) 6,472,082 -

ing activities 4,121,098 13,411,133

s 2,767,331 (8,237,316)
8,336,371 19,550,288

$ 11,103,702 11,312,972

atements.



DEVON ENERGY CORPORATION AND SUBSIDIARIES
Notes to Consolidated Financial Statements
1. Summary of Significant Accounting Policies
Basis of Presentation

The accompanying consolidated financial statemamtisnotes thereto have been prepared pursuare talés and regulations of the
Securities and Exchange Commission. Accordinglstage footnote disclosures normally included irefirtial statements prepared in
accordance with generally accepted accounting ipiiechave been omitted pursuant to such rulesegulations. The accompanying
consolidated financial statements and notes thetetald be read in conjunction with the consoliddieancial statements and notes included
in Devon's 1994 annual report on Form 10-K.

In the opinion of Devon's management, all adjustsiéall of which are normal and recurring) haverbeede which are necessary to fairly
state the consolidated financial position of Dewod its subsidiaries as of September 30, 1995ttencesults of their operations for the three
month and nine month periods ended September 3®, 48d 1994 and their cash flows for the nine mpetiiods ended September 30, 1995
and 1994.

2. San Juan Basin Transaction

Effective January 1, 1995, Devon and an unrelabaipainy entered into a transaction covering sukiathnall of Devon's San Juan Basin
coal seam gas properties (the "San Juan Basindctns"). These coal seam gas properties repras@®weon's largest oil and gas reserve
position as of December 31, 1994. The propert&shated reserves as of year-end 1994 were 19idhlgubic feet ("Bcf") of natural gas,
or 31% of Devon's 633.2 equivalent Bcf of combinddind natural gas reserves. In addition to trshdlw and earnings impact normally
associated with oil and gas production, these ptiggealso qualify as a "nonconventional fuel seliender Internal Revenue Service
regulations. Consequently, gas produced from theggerties through the year 2002 qualifies for ®ec29 tax credits, which as of year-end
1994 were equal to $0.99 per million Btu.

The San Juan Basin Transaction involves approxigna&6.2 Bcf, or 93%, of the year-end 1994 coahsems reserves, and has four major
parts associated with it. First, Devon conveyeth&éunrelated party 179 Bcf of the properties' mese However, for financial reporting
purposes, Devon retained all of such reservestagidfuture production and cash flow through a wedtric production payment and a
repurchase option. Second, Devon conveyed outtigtite unrelated party 7.2 Bcf of reserves forlassprice of $5.2 million. The reserves
and future cash flow associated with this convegamere not retained by Devon. Third, and the soaftke most significant impact of the
transaction, Devon receives payments equal to Ma¥edSection 29 tax credits generated by the ptigse And fourth, Devon retained a 7
reversionary interest in any reserves in exce$senl86.2 Bcf estimated to exist as of Decembef934. Each of these parts of the San Juan
Basin Transaction, and their effects on Devon'saifmns, are described in more detail in the folfayparagraphs.
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The production payment retained by Devon is equélt05% of the first 143.4 Bcf of gas producedhfriine properties, or
134.9 Bcf. As such, Devon will continue to recoabgales and associated production and operatpensas and reserves associated with the
production payment. Production from the retainemtipction payment is currently estimated to occu@r@period of 12 years.

The conveyance of the properties which are notesultp the retained production payment or the m&ase option was accounted for as a
of oil and gas properties. Accordingly,

7.2 Bcf of gas reserves were removed from totalgdaeserves, and the $5.2 million of proceedsaedthe book value of oil and gas
properties. The conveyance to the third partynistéd exclusively to the existing wells drilled @sJanuary 1, 1995. Wells to be drilled in the
future, if any, are not included in this transagctio

In addition to receiving 94.05% of the propertigst cash flow through the retained production payrieevon receives quarterly payments
from the third party equal to 75% of the valuelwd Section 29 tax credits which are generated bglymtion from such properties until the
earlier of December 31, 2002, or until the optiomdpurchase is exercised. Based on the resertmeme=] at January 1, 1995, Devon
estimates that the total of such tax credit pays&otm 1995 through 2002 could range from $75 onillio $95 million, depending on the rate
of inflation between 1995 and 2002. For the ninenthe ended September 30, 1995, Devon receivedndiflién related to the credits. Of this
amount, $8.6 million was recorded as additionalsgss, and $0.9 million was recorded as an aadditidiabilities as discussed in the
following paragraph.

Devon has an option to repurchase the propertiasyatime. The purchase price of such option isabtputhe fair market value of the
properties at the time the option is exercisediedimed in the transaction agreement, less theyatah payment balance. At closing, Devon
received $5.6 million associated with reservesa@imduced subsequent to the term of the produptigment. Such amount is reflected as
long-term "other liabilities" on the accompanyingldnce sheet. Since Devon expects to eventuallgisrets option to repurchase the
properties, the liability will be increased ovamé to reflect the option purchase price. As thelpase price increases, a portion of the tax
credit payments received by Devon will be addethéoliability. As stated above, for the nine monghsled September 30, 1995, $0.9 million
of the total amount received for tax credit payrsemas added to the liability, which raised theiligbbalance to $6.5 million.

Devon has retained a 75% reversionary interestarptoperties' reserves in excess, if any, of 8&2LBcf of reserves estimated to exist at
December 31, 1994. The terms of the transactionighechat the third party will pay 100% of the dapnecessary to develop any such
incremental reserves for its 25% interest in sederves. Devon's repurchase option also inclu@esght to purchase this incremental 25%.
However, the $6.5 million of other liabilities reded as of September 30, 1995, does not includeamunt related to such reserves.

The San Juan Basin Transaction was initially suliiga material contingency, and thus the transa&iimpact on Devon's operating
statement was deferred pending the contingencstdution. In October 1995, the contingency was fabity resolved, and therefore the
transaction's cumulative effect for the first nmenths of the year was recorded in the third quaktad the contingency not been in effect,
and had the results of the transaction not beegridef, the following results would have been regmbfor the first, second and third quarters
of 1995.



First Second Third Year-to-

Quarter Quarter Quarter Date
Revenues:
Gas sales $12,859,207 12,514,441 11,424,138 36,797,786
Oil sales 11,989,301 14,376,088 14,539,096 40,904,485
Natural gas liquids sales 1,630,262 1,403,186 1,704,834 4,738,282
Other 317,809 318,368 106,795 742,972
Total revenues 26,796,579 28,612,083 27,774,863 83,183,525
Costs and expenses:
Production and operating expenses 8,408,386 8,081,350 8,846,862 25,336,598
Depreciation, depletion and
amortization 9,242,570 9,398,067 9,909,255 28,549,892
General and administrative expenses 2,336,770 2,053,044 1,944,225 6,334,039
Interest expense 1,783,726 1,743,091 1,687,424 5,214,241
Total costs and expense s 21,771,452 21,275,552 22,387,766 65,434,770
Earnings before income taxes 5,025,127 7,336,531 5,387,097 17,748,755
Income tax expense:
Current 1,055,000 1,541,000 1,131,000 3,727,000
Deferred 1,106,000 1,614,000 1,185,000 3,905,000
Total income tax expense 2,161,000 3,155,000 2,316,000 7,632,000
Net earnings $ 2,864,127 4,181,531 3,071,097 10,116,755
Net earnings per average common share
outstanding $.13 .19 .14 .46

3. Acquisition

On May 18, 1994, Devon acquired Alta Energy Corpiona("Alta") via a merger between the two comparigae "Merger”). The
accompanying consolidated statements of cash fiosisde cash payments related to the Merger in tiehine month periods ended
September 30, 1995 and 1994 of $2.4 million and344dllion, respectively. The $42.3 million of caghyments in the first nine months of
1994 represent substantially all of the $42.4 onillpaid in the year 1994 related to the Mergeaddition to these payments, Devon also
issued approximately 1,168,000 shares of its comshack for the Merger.

Subsequently, in February 1995, Devon paid an aaik $2.4 million to the former Alta stockholdeiiis payment, in accordance with the
Merger agreement, was based upon the evaluatiamefl completed by Alta during the first half 3394.

4. Interest Rate Swap Agreement

Devon entered into an interest rate swap agreemdnine, 1995, to hedge the impact of interestaiasamges on a portion of its long-term
debt. The principal amount of the swap agreeme$it tsmillion, and the other party to the agreenigone of the lenders in Devon's credit
lines (the "Lender"). The agreement terminatesume 16, 1998, unless the Lender exercises its tighktend the termination date to June
2000. The terms of the agreement provide for qdgnayments either to or from Devon, determineduhether the three
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month London Interbank Offered Rate ("LIBOR") irfezft at the beginning of each quarterly calculapeniod is greater or less than 5.6%.
The calculation periods begin on the sixteenthafaach March, June, September and December dilvéniggrm of the agreement. If, on the
date of the beginning of the quarterly calculati@niod, the three month LIBOR exceeds 5.6%, theleewill owe Devon the quarterly
amount of the excess rate applied to the $75 mifioncipal. Alternately, if the three month LIBGR the applicable quarterly date is less
than 5.6%, Devon will owe the Lender.

The swap agreement is accounted for as a heddetheitamount which is either due to or from Deverorded as a reduction or increase in
interest expense. The three month LIBOR has exceg@86 at the beginning of each of the first twizekation periods. Therefore, Devon
has recognized $72,000 and $85,000 as reductiangetest expense in the third quarter of 1995tapdirst nine months of 1995,
respectively. Additional reductions to interest enge of $45,000 have been deferred until the fayrtiter of 1995. The fair value of the
interest rate swap as of September 30, 1995, wasxdmately $0.2 million.

The swap agreement does not alter or affect anyster conditions of Devon's lines of credit.
5. Subsequent Event

On November 1, 1995, Devon entered into an agreetogrurchase certain Wyoming oil and natural gaperties and a gas processing p
from an unrelated company for approximately $50ioml Devon estimates the proved oil and naturalmgserves of the properties to be
approximately 90 equivalent Bcf. Included in thesémates are certain proved undeveloped resdoreshich Devon expects to incur an
additional $9 million of future capital costs. Alddevon expects to spend an additional $4 millm8% million to expand the capacity of the
gas plant by approximately 75%.

The transaction is expected to close in mid- DeeamB95. The purchase price is subject to cer@justments, but these are not expected to
be material. The acquisition is expected to be éanaith cash on hand and additional borrowings ubason's credit lines.
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Item 2. Management's Discussion and Analysis of Famcial
Condition and Results of Operations.

The following discussion addresses material chaimgessults of operations for the three months miné months ended September 30, 1995,
compared to the three months and nine months e®epetmber 30, 1994, and in financial conditionsiDecember 31, 1994. It is presumed
that readers have read or have access to Devd@satthual report on Form 10-K.

Overview

The favorable resolution of the San Juan BasinSaetion contingency was the single largest evethiethird quarter. The effects and det
of the San Juan Basin Transaction are describBdta 2 to the accompanying consolidated finandatksnents, and in "Results of
Operations" in this section of the 10-Q. Becaugectimulative nine-month financial results of trengaction were all recorded in the third
guarter, the San Juan Basin Transaction had aogisftionate impact on the quarter versus the impad¢he nine months ended September
30, 1995.

Other significant factors affecting the third gearand year-to-date results were:

Oil production was up 42% in the quarter and 37%heyear-to-date period. Devon's drilling effartshe Grayburg-Jackson Field, which
was acquired in a May 1994 merger, and the San@®Anea both contributed greatly to the quartedingAdditionally, the May 1994
merger boosted the year-to-date production.

The May 1994 merger raised production and operatipgnses, and depreciation, depletion and amtiotizaxpenses ("DD&A"), between
the 1995 and 1994 year-to- date periods. The memggraffected the last four months of the 1994qakrbut was effective for the entire nine
months of 1995.

Lower gas prices at the wellhead reduced gas dategever, this effect was offset by the increasgas sales attributable to the San Juan
Basin Transaction.

Higher interest rates in both the quarter and yeafate periods of 1995 caused interest expenserease.

The San Juan Basin Transaction caused the effdotacial income tax rate to increase from 4194366. It also caused the current (or c:
portion of financial income taxes to increase sauuslly.
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Results of Operations

The results of operations for the third quarter frst nine months of 1995 were significantly afiet in a positive manner by the San Juan
Basin Transaction. Because this transaction wilidferred to numerous times in the following pageis, described briefly below. (See Not
to the consolidated financial statements includeevghere in this Form 10-Q for a more complete dpton.)

Effective January 1, 1995, Devon entered into astiation covering most of its San Juan Basin ptig®erThis transaction significantly
increases the price Devon receives for its San Baaim gas. The transaction also slightly reducesoD’'s San Juan Basin gas reserves,
production volumes and the related costs of praduct

Devon deferred recognition of the operating statgrimapact during the first six months of 1995 besmthe transaction was subject to a
contingency. The contingency was resolved in Ogtd885. According, Devon recorded the transactiongct for the entire first nine
months in the three month period ended Septemher®®®%. Therefore, Devon's 1995 third quarter tesatlude an extra six months of the
transaction's impact. The transaction generateghiegs and net earnings attributable to these sithm@f $6.0 million and $3.6 million,
respectively.
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Combined oil, gas and NGL revenues increased by fd4%he third quarter of 1995, including the otitperiod cumulative effect of the first
six months of 1995 from the San Juan Basin TraiwadExcluding this out-of-period effect, combinexyenues increased 10% in the third
quarter of 1995. The relative contributions of pretibn and price changes on the quarterly compasisooth with and without the out-of-

period effect, are shown in the tables below.

<F1>
<F2>
ActualRe
Thre
S
1995
Production
Gas (Mcf) 8,199,085 1
Qil (Bbls) 895,315
<F3>
NGL (Boe)3 164,439
Oil, Gas and
<F3>
NGL (Emcf)3 14,557,609 1
Revenues
Gas $17,345,089 1
Qil 14,539,096 1
NGL 1,704,834
Combined $33,589,019 2
Average Prices
Gas (Per Mcf) $2.12
Qil (Per Bbl) $16.24
<F3>
NGL (Per Boe)3 $10.37
Oil, Gas and NGL
<F3>
(Per Emcf)3 $2.31
<F1>

1  The 1995 column in this table includes the ¢
from the January 1, 1995 effective date thro
in the third quarter of 1995. These figures
consolidated financial statements.

<F2>

2 The 1995 column in this table excludes the ¢
for the first six months of the year 1995.
the third quarter which would have been repo
the transaction was executed.

<F3>

3 NGL is converted to barrels of oil equivalen
barrel. Oil and NGL are converted to equiva
Mcf per barrel of oil (or Boe of NGL). Thes
energy content of natural gas, oil and NGL.
relationship of oil, gas and NGL prices, whi
to relative energy content.

portedResults (1)
e Months Ended

Adjusted Results (2
Three Months

eptember 30, September 30,
1994 Change 1995 1994 Change
0,019,455 -18% 8,820,535 10,019,455 -12%
630,130 +42% 895,315 630,130 +42%
143,923 +14% 164,439 143,923 +14%
4,663,773 -1% 15,179,059 14,663,773 +4%
3,098,264 +32% 11,424,138 13,098,264 -13%
0,551,133 +38% 14,539,096 10,551,133 +38%
1,404,841 +21% 1,704,834 1,404,841 +21%
5,054,238 +34% 27,668,068 25,054,238 +10%
131 +62% 1.30 131 -1%
16.74 -3% 16.24 16.74 -3%
9.76 +6% 10.37 9.76 +6%
171 +35% 1.82 1.71 +6%

umulative effect of the San Juan Basin Transaction,
ugh September 30, 1995, all of which was recorded
are consistent with the presentation in the

umulative effect of the San Juan Basin Transaction
Therefore, these figures present the results for
rted if there had been no contingency at the time

t ("Boe") at the rate of 42 gallons of liquids per

lent thousand cubic feet ("EMcf") at the rate of si X

e conversions are based upon the approximate relati ve
Such rate is not necessarily indicative of the

ch are affected by market and other factors in addi tion
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Combined oil, gas and NGL revenues increased bydd%he first nine months of 1995. The relative tilutions of production and price
changes are shown below.

Nine Months Ended
September 30,
1995 1994 Change

Production

Gas (Mcf) 27,554,589 30,096,3 54 -8%

Oil (Bbls) 2,436,450 1,776,2 98 +37%

NGL (Boe) 436,320 369,1 16 +18%

Oil, Gas and NGL (Emcf) 44,791,209 42,968,8 38 +4%
Revenues

Gas $36,797,786 45,230,1 85 -19%

oil 40,904,485 27,094,5 32  +51%

NGL 4,738,282  3,460,8 70  +37%

Combined 82,440,553 75,785,5 87 +9%
Average Prices

Gas (Per Mcf) $1.34 1. 50 -11%

Oil (Per Bbl) $16.79 15. 25  +10%

NGL (Per Boe) $10.86 9. 38 +16%

Oil, Gas and NGL (Per EMcf) $1.84 1. 76 +5%

Gas Revenues. Gas revenues increased by $4.2nmdli@2%, in the third quarter of 1995, due toeffect of the San Juan Basin
Transaction. The transaction's $8.6 million cumuéaeffect on gas revenues which was recordedarittind quarter included $5.9 million of
gas sales related to the first six months of 1888, $2.7 million of gas sales related to the thisdrter.

Excluding the cumulative effect of revenues reldtethe first half of the year from the San JuasiBdransaction, the average price for all
gas produced in the third quarter of 1995 was $10BQ%, less than the price for the third quanfet994. This price decline caused gas
revenues to drop by $0.1 million. Also excluding tumulative effect of the San Juan Basin Transacfiroduction for the third quarter was
8.8 Bcf, which was 12% lower than in the third qaaof 1994. This production decline caused gasmaes to drop by $1.6 million.

Coal seam gas averaged $2.80 per Mcf in the thiedtgr of 1995, including the out-of-period revesifrem the first half of the year.
Excluding the out-of-period revenues, coal seamagasaged $1.25 per Mcf in the third quarter of3l88mpared to the average of $1.03 for
the third quarter of 1994. The $1.25 average in®@5 quarter includes a benefit of $0.59 per Mafif the third-quarter-only effect of the
San Juan Basin Transaction. The average priceoforemtional gas production in the third quartef 85 was $1.35 per Mcf, a 19%
reduction from the $1.67 per Mcf price realizedha third quarter of 1994.
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Coal seam gas production in the third quarter &1®as 4.3 Bcf. Excluding the six-month out-of-péercumulative effect of the San Juan
Basin Transaction, coal seam gas production irtting quarter of 1995 was 5.0 Bcf, which was 12%dothan the 5.7 Bcf of coal seam gas
produced in the third quarter of 1994. The truedtgjuarterenly effect of the San Juan Basin Transaction auealfor approximately 0.3 B
of the reduction in 1995 volumes produced. Conwerati gas production in the third quarter of 1995 ®® Bcf, which was 9% lower than
the 4.3 Bcf of conventional gas produced in thedtijuarter of 1994.

Gas revenues declined by $8.4 million, or 19%hmfirst nine months of 1995, primarily becausedterage price dropped by $0.16 per
Mcf, or 11%. This price decline accounted for $ahilion of the drop in gas revenues. Also, declifreproduction of 2.5 Bcf, or 8%, cause
$3.8 million drop in gas revenues.

The San Juan Basin Transaction added $8.6 milligras revenues during the first nine months of 199#fs transaction boosted the average
gas price of coal seam gas by $0.59 per Mcf tdal for the nine months ended September 30, 19951.80 per Mcf. This compares to the
coal seam average price for the first nine monfti964 of $1.24 per Mcf. Conventional gas produt@weraged $1.38 per Mcf for the first
nine months of 1995, a 25% decline from the $1&3\icf average for the same period in 1994.

Coal seam gas production declined by 6% in thédiree months of 1995, from 16.7 Bcf in the 1994iqekto
15.7 Bcf in the 1995 period. The San Juan Basingaetion accounted for 0.9 Bcf of this 1.0 Bcf dexl Conventional gas production
decreased by 12% from 13.4 Bcf in the first ninenthe of 1994 to 11.8 Bcf in the same period in 1995

Oil Revenues. Oil revenues increased by 38% froh6dillion in the third quarter of 1994 to $14.%lion in the third quarter of 1995.
Production gains of 265,000 barrels, or 42%, adked million of oil revenues in the 1995 quarteneTaverage oil price decreased by $0.50
per barrel, or 3%, in the 1995 quarter, which dff®&5 million of the revenue gained from increapeatiuction.

Approximately 54% of the increased oil productioasithe result of added production from the propewicquired in the 1994 Merger (the
"Merger Properties"). Oil production from these pedies has steadily increased since the Mergea result, the Merger Properties produ
243,000 barrels in the third quarter of 1995, coragdo 99,000 barrels in the third quarter of 199dvon's other oil properties also increased
from 531,000 barrels in the third quarter of 1984652,000 barrels in 1995's third quarter. This 28&ftease was caused by production from
new wells which were completed in 1995, and add#igroduction from recompletions and workovers.

Oil revenues increased by 51% from $27.1 milliothia first nine months of 1994 to $40.9 milliontire first nine months of 1995. Product
gains of 660,000 barrels, or 37%, added $10.1oniliif oil revenues in the 1995 period. Also, therage oil price increased by $1.54 per
barrel, or 10%, in the 1995 period, which added $8illion of oil revenues compared to the 1994 qebri
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The Merger Properties added only four months oflpetion to Devon's totals for the first nine montfid 994, compared to a full nine
months in 1995. This fact, along with the propettiacrease in production since the May 1994 Mercgused production from the Merger
Properties to increase from 137,000 barrels ifiteenine months of 1994 to 582,000 barrels in1B85 period. Production from Devon's
other oil properties increased 215,000 barrel4,386, in the 1995 period.

NGL Revenues. NGL revenues increased by 21% frozh iillion in the third quarter of 1994 to $1.7 haih in the third quarter of 199!
Production increased in the 1995 quarter by 21886 or 14%, which added $0.2 million to NGL revesuThe Merger Properties accour
for 10,000 Boe of this increase. Also, the averqaee increased by $0.61 per Boe, or 6%, in theédI@sarter. This price increase added $0.1
million to NGL revenues in the 1995 quarter.

NGL revenues increased by 37% from $3.5 milliothia first nine months of 1994 to $4.7 million iretfirst nine months of 1995. Producti
increased in the 1995 period by 67,000 Boe, or 28kich added $0.6 million to NGL revenues. The Mergroperties accounted for 41,000
Boe of this increase. Also, the average price amee by $1.48 per Boe, or 16%, in the first ninetin® of 1995. This price increase added
$0.6 million to NGL revenues in the 1995 period.
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Production and Operating Expenses. Production prdating expenses in the third quarter and firs¢ mnonths of 1995 varied compared to

1994 as shown in the tables below.

<F1>
<F2>
Actu
T
1995
Absolute:
Recurring operations and
maintenance expenses  $6,203,89
Well workover expenses 800,23
Production taxes 1,780,10
Production taxes 1,780,10
Total production and
operating expenses  $8,784,23
Per EMcf:
Recurring operations and
maintenance expenses $0.4
Well workover expenses 0.0
Production taxes 0.1
Total production and
operating expenses $0.6
Nin
S
1995
Absolute:
Recurring operations and
maintenance expenses  $17,372,70
Well workover expenses 2,950,11
Production taxes 5,013,78
Total production and
operating expenses  $25,336,59
Per EMcf:
Recurring operations and
maintenance expenses $0.3
Well workover expenses 0.0
Production taxes 0.1
Total production and
operating expenses $0.5
<F1>

1  The 1995 column in this table includes the ¢
from the January 1, 1995 effective date thro
in the third quarter of 1995. These figures
consolidated financial statements.

<F2>

2 The 1995 column in this table excludes the ¢
for the first six months of the year 1995.
third quarter which would have been reported
transaction was executed.

al Reported Results (1) Adjusted Results (2)
hree Months Ended Three Months Ended
September 30, September 30,
1994 Change 1995 1994 Cha

5,774,297 +7% 6,230,464 5,774,297 +
769,626 +4% 800,237 769,626 +

1,635,298 +9% 1,816,161 1,635,298 +1
1,635,298 +9% 1,816,161 1,635,298 +1

© O ~NOo

6 8,179,221 +7% 8,846,862 8,179,221 +

3 0.40 +7% 0.41 0.40 +
5 0.05 - 0.05 0.05

2 0.11 +9% 0.12 0.11 +
0 0.56 +7% 0.58 0.56 +

e Months Ended
eptember 30,
1994  Change

1 16,078,902 +8%
0 2,013,785 +46%
7 5,273,154 -5%

8 23,365,841 +8%

0.37 +5%
0.05 +40%
0.12 -8%

=~ ©

7 0.54 +6%

umulative effect of the San Juan Basin Transaction,
ugh September 30, 1995, all of which was recorded
are consistent with the presentation in the

umulative effect of the San Juan Basin Transaction
Therefore, these figures present the results for th
if there had been no contingency at the time the
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Recurring operations and maintenance expensesseneb0.4 million, or 7%, in the third quarter 8% compared to the same quarter of
1994. Substantially all of the increase relateBéwon's properties other than the San Juan Basiprggerties or the Merger Properties.
However, $0.2 million, or half, of the increasetlie recurring expenses related to several misaalasmexpenses related to prior periods.

Recurring expenses of the Merger Properties wemstaat at $0.9 million for both the third quart€1895 and 1994. However, on a per
EMcf basis, the Merger Properties' recurring expengere $0.45 per EMcf in the 1995 quarter, a 5&&sehse compared to their cost of
$0.91 per EMcf in the 1994 quarter.

The recurring expenses of the coal seam propéntithe third quarter of 1995 were affected by the Suan Basin Transaction. However,
these properties have such a low operating costhibaffect of the transaction, including the clatiue effect of the first six months, had a
minimal effect on the third quarter's total recugriexpenses. Recurring operations and maintenapesges in the third quarter were lowered
by less than $0.1 million due to the cumulativeeeffof the first six months which was recordedhe third quarter. The San Juan Basin
Transaction had a more significant effect on Devonerall expense per EMcf because of the produetidumes which were reduced by the
transaction. Without the cumulative six month effeem the transaction, Devon's total recurringratiens and maintenance expenses per
EMcf in 1995's third quarter would have been $(éd EMcf, instead of the $0.43 per EMcf which wesially reported.

Recurring expenses for the first nine months ofs1@@re up $1.3 million, or 8%, compared to thetfiime months of 1994. The Merger
Properties accounted for $1.1 million of the insealue to the fact that these properties were dlwpedevon for the full nine months of the
1995 period, compared to only four months in the4lperiod. The Merger Properties' recurring expgreseEMcf dropped significantly
though, from $0.87 per EMcf in the 1994 period @49 per EMcf in the 1995 period.

Depreciation, Depletion and Amortization Expens&D&A"). Oil and gas property related DD&A increat&0.2 million, or 2%, from $8.9
million in the third quarter of 1994 to $9.1 million the same quarter of 1995. The increase wadystlie to an increase in the DD&A rate
per EMcf. The DD&A rate in 1994's third quarter w61 per EMcf, compared to 1995's third quawéz of $0.63 per EMcf. The impact of
the higher DD&A rate in the third quarter of 199&aspartially negated by lower production due todiulative effect of the San Juan Be
Transaction on the first six months of the yearckhivas recorded in the third quarter. DD&A in 189bird quarter was lowered by $0.4
million which was actually related to lower gas gmotion in the first and second quarters of the wsaa result of the San Juan Basin
Transaction.

Oil and gas property related DD&A increased by $Rilion, or 12%, from $24.6 million in the firsime months of 1994 to $27.5 million in
the first nine months of 1995. The DD&A rate incged from $0.57 per EMcf in the 1994 period to $q6dEMcf in the 1995 period,
primarily due to the inclusion of the Merger Prdjees for a full nine months in 1995, compared ttydaur months in the 1994 period. This
rate increase accounted for 64% of the increasefiAWvhile the other 36% was caused by the increadetal production.
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General and Administrative Expenses ("G&A"). G&Airased $0.1 million, or 6%, in the third quartet ®5 compared to the same period
of 1994. There were no individual G&A items whiatcaunted for a significant portion of the quartergrease.

G&A increased $0.2 million, or 4%, for the firsthei months of 1995 compared to the same period ®f.1Personnel expenses, including
salary, pension and insurance expenses, incregsgal® million, while legal fees increased by $tillion. These increases were partially
offset by a $0.6 million increase in G&A reimbursems received from joint interest owners in Devperated properties. Approximately
$0.2 million of the increase in reimbursementstegldo a change in the method used to calculatesthursements on certain properties,
which change was retroactive to the prior two years

Interest Expense. Interest expense increased $ii@wnor 15%, in the third quarter of 1995, dueckisively to higher rates. The annualized
interest rate on the debt outstanding during 199%ster was 6.26%, compared to 5.37% during ting thuarter of 1994. The overall average
interest rate (including the effect of various fpa#d to the banks and the amortization of cedtzam costs) during the third quarter of 1995
was 7.01%, compared to 5.98% during the third quantt 1994. The average debt balance outstandiriggithe third quarter of 1995 was
$95.6 million, or slightly lower than the $98.1 fiwh average balance during the third quarter &419

Interest expense increased $1.4 million, or 38%hérfirst nine months of 1995. Higher interesesataused $1.3 million of the increase. The
annualized rate on the debt outstanding durind 885 period was 6.58%, compared to 4.84% durinditsienine months of 1994. The
overall average interest rate during the first mmanths of 1995 was 7.36%, compared to 5.51% duhegame period in 1994. An increase
in the average debt balance caused interest expense by $0.1 million in the first nine monthE1®95. The average balance increased 4%
from $91.3 million in the 1994 period to $94.8 noill in the 1995 period. The increase in the avelted@nce was primarily caused by the
timing of the borrowings used to fund a portiortted May 1994 merger.

Devon entered into an interest rate swap agreemdnine, 1995, to hedge the impact of interestaiasamges on a portion of its long-term
debt. The principal amount of the swap agreeme®t fsmillion, and the other party to the agreenieoine of the lenders of Devon's credit
lines (the "Lender"). The agreement terminatesume 16, 1998, unless the Lender exercises its tighktend the termination date to June
2000. The terms of the agreement provide for qugnpayments either to or from Devon, determineditnether the three month London
Interbank Offered Rate ("LIBOR") in effect at thedinning of each quarterly calculation period isajer or less than 5.6%. The calculation
periods begin on the sixteenth day of March, JGeptember and December. If, on the date of thenhegj of the quarterly calculation
period, the three month LIBOR exceeds 5.6%, thedeewill owe Devon the quarterly amount of the essceate applied to the $75 million
principal. Alternately, if the three month LIBOR time applicable quarterly date is less than 5.6&dD will owe the Lender.
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The swap agreement is accounted for as a heddetheitamount which is either due to or from Deverorded as a reduction or increase in
interest expense. The three month LIBOR has exceg@86 at the beginning of each of the first twizekation periods. Therefore, Devon
has recognized $72,000 and $85,000 as reductiangetest expense in the third quarter of 1995thedirst nine months of 1995,
respectively. Additional reductions to interest enpe of $45,000 have been deferred until the fayuérter of 1995.

The swap agreement does not alter or affect anyster conditions of Devon's lines of credit.

Income Taxes. The effective tax rate for the thjudrter of 1995 rose to 44% compared to the 41%liwihad been used for each of the first
two quarters of 1995. The third quarter rate inekuthe cumulative "catch up" effect of revising ¢isémated rate for the year 1995 from 41%
to 43%. Therefore, included in the $5.2 millionimome tax expense for the third quarter is $0lioniof additional taxes related to taxable
earnings recorded during the first six months @59 he increase in the expected tax rate wasaloertain tax attributes of the San Juan
Basin Transaction. The effective tax rate utilisening the third quarter and first nine months 884 was 34%. The increase in the 1995 |
compared to those estimated in 1994 is primariky wuthe effect of certain financial deductionsB@&A which are not allowed for income
tax purposes due to the tax free nature of the M@ merger. Also, although the estimated 1994metax rate used in preparing the
consolidated financial statements for the firsenmimonths of 1994 was 34%, the rate for the entar pf 1994 was actually 36%. The effec
this change in the estimated tax rate was recardéite fourth quarter of 1994.

While the San Juan Basin Transaction caused thedial effective tax rate for the first nine mondisl995 to increase by two percentage
points to 43%, the transaction had a much morefgignt impact on the portion of financial taxesiethare current versus deferred. Without
the San Juan Basin Transaction, it was estimatcthrent federal and state taxes would equaloxpately 12% of the expected total
financial tax expense for the year. However, intigdhe San Juan Basin Transaction in 1995's eggaesults causes the estimate of current
income taxes to rise to almost half of the expettéal financial tax expense for the year 1995.

Statement of Financial Accounting Standards No, 188counting for Income Taxes" ("Statement 1098quires that the tax benefit of
available tax carryforwards be recorded as an &sdbe extent that management assesses the tiditizz such carryforwards to be "more
likely than not". When the future utilization ofree portion of the carryforwards is determined adbe "more likely than not", Statement 109
requires that a valuation allowance be providetthuce the recorded tax benefits from such assets.
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Approximately $13.1 million of deferred tax assetxe included in the net deferred tax liabilityoddSeptember 30, 1995. Over 90% of such
assets related to the tax benefits expected frenfutinre utilization of net operating loss carryfards, statutory depletion carryforwards,
investment tax credit carryforwards and minimumdeedit carryforwards. To assess the likelihoodeafizing tax benefits from the future
utilization of these carryforwards, management wtered four primary factors: (1) estimates of fetyearly taxable income which Devon is
expected to generate; (2) the level of future tixaltome necessary to utilize the carryforwar@%lie expiration dates, if any, of such
carryforwards, and (4) certain limitations on tinmaal utilization of the carryforwards as set fdsthfederal tax regulations.

Based upon current estimates of future productimhaverage prices, management believes that takaigme during the carryforward
periods will be sufficient to utilize substantialyl of the carryforwards currently available. Tiag benefit from net operating loss and
investment tax credit carryforwards, which totgdp@ximately $6.9 million, is expected to be reatibetween 1995 and 2002. This is well
before the 2006 expiration date for the majoritgoéh benefits. The remaining $6.2 million of taenbfits consist primarily of statutory
depletion and minimum tax credit carryforwards. 3dearryforwards do not have expiration dates,aaadherefore available to reduce taxes
in any future year. However, based upon limitatimngosed on the utilization of certain of the déiple carryforwards acquired in the Merc

a $100,000 valuation allowance was recorded atirtie2 of the Merger. No changes in this valuatidowénce have occurred through
September 30, 1995.

Management's assessment of the future utilizatidmeoon's deferred tax assets is based upon custintates of taxable income to be
generated in 1995 and beyond. Significant changesdh estimates from variables such as futuramailgas prices or capital expenditures
could alter the timing of the eventual utilizatiohsuch assets. There can be no assurance thahDaigenerate any specific level of
continuing taxable earnings.

Capital Expenditures, Capital Resources and Liquidy

The following discussion of capital expenditurespital resources and liquidity should be read imwaction with the consolidated statements
of cash flows included in Part 1, Item 1 elsewhezeein.

Capital Expenditures. Cash used for capital exgeresi increased 131% from $21.9 million in thetfirme months of 1994 to $50.7 million
in the first nine months of 1995. Approximately $4&illion was spent in the 1995 period on exploragnd development efforts, compared
to $21.2 million spent in the 1994 period for safforts. Approximately $23.3 million of 1995's tb&expenditures related to the drilling and
development of the Grayburg-Jackson Field which aggiired in the May 1994 merger, compared to $hith was spent at Grayburg-
Jackson following the merger through Septembed9064.
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Cash Used in the Merger with Alta Energy Corporatibhis merger was consummated in the second quri®94. Through September 30,
1994, Devon incurred costs of $42.3 million relatedhe merger. Devon also incurred subsequenteneedated costs in the fourth quarter of
1994 and the first quarter of 1995. Approximatedyl$million of various costs were incurred in tiefth quarter of 1994. In February 1995,
Devon paid an additional $2.4 million to the fornddta stockholders. This payment, in accordancé Wit merger agreement, was based
upon the evaluation of a well completed by Altaidgrthe first half of 1994.

Capital Resources and Liquidity. Net cash provibe@perating activities continued to be a primamyrse of capital and liquidity in the first
nine months of 1995. Net cash provided by operautiyities increased by 13% from $39.7 milliorthe first nine months of 1994 to $44.9
million in the first nine months of 1995. Included1995's net cash from operations was $6.1 mill@ated to the San Juan Basin
Transaction. This additional cash flow consiste@&6 million of additional gas revenues plus $@illion of lower production and operating
expenses, less $2.6 million of additional incomesapaid to date.

The $44.9 million of net cash provided by operatingvities, along with $6.8 million of proceedsiin property sales and $6.5 million of
additional cash received from the San Juan Basinsaction related to the repurchase option aspéloe dransaction, allowed Devon to fund
its capital expenditures and common stock divideadd also retire $1.0 million of long-term dehtotingh the first nine months of 1995. As
of September 30, 1995, Devon's credit lines tot&R@b million, of which $108 million was availalfter future borrowings after giving effect
to the cancellation in October 1995 of a $20 millietter of credit. In connection with the contingg which previously existed with the San
Juan Basin Transaction, Devon had establishedex t&tcredit which totaled $20 million as of thedeof the third quarter. However, when
contingency was resolved in October 1995, therlefteredit was canceled.

Subsequent Event - Property Acquisition. On Novenihd 995, Devon entered into an agreement to pgecbertain Wyoming oil and
natural gas properties and a gas processing ptantdn unrelated company for approximately $50iamillDevon estimates the proved oil
and natural gas reserves of the properties to pegimately 90 equivalent Bcf. Included in thesBreates are certain proved undeveloped
reserves, for which Devon expects to incur an autht $9 million of future capital costs. Also, DBvexpects to spend an additional $4
million to $5 million to expand the capacity of thas plant by approximately 75%.

The transaction is expected to close in mid- DeeamB95. The purchase price is subject to ceri@justments, but these are not expected to
be material. The acquisition is expected to be éanaith cash on hand and additional borrowings ubgon's credit lines.
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DEVON ENERGY CORPORATION AND SUBSIDIARIES
Notes to Consolidated Financial Statements

Part Il. Other Information

Item 1. Legal Proceedings

None
Item 2. Changes in Securities

None
Item 3. Defaults Upon Senior Securities

None
Item 4. Submission of Matters to a Vote of
Security Holders

None
Item 5. Other Information

None

Item 6. Exhibits and Reports on Form 8-K
(a) Exhibits required by Item 601 of Regulation ¢ as follows:

Exhibit
No.

2.1 Agreement and Plan of Merger and Reorganizdiyoand among Registrant and Devon Energy Corpraéi Delaware corporation,
dated as of April 13, 1995 (incorporated by refeesto Exhibit A to Registrant's definitive Proxyag&tment for its 1995 Annual Meeting of
Shareholders).

2.2 Agreement and Plan of Merger by and among D&rargy Corporation, Devon Acquisition Corp. andaMtnergy Corporation dated
February 18, 1994
[incorporated by reference to Exhibit 2.1 to Ragist's Registration Statement on Form S-4 (No. 8324)].
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2.3 Amendment to Agreement and Plan of Merger loyaanong Devon Energy Corporation, Devon Acquisitarp.

and Alta Energy Corporation dated April
13, 1994 [incorporated by reference to
Exhibit 2.2 to Amendment No. One to
Registrant's Registration Statement on
Form S-4 (No. 33-76524)].

4.1 Registrant's Certificate of Incorporation (iqmarated by reference to Exhibit B to Registradé¢fnitive Proxy Statement for its 1995
Annual Meeting of Shareholders).

4.2 Registrant's Bylaws (incorporated by referendexhibit 3.2 to Registrant's Registration Statetros Form 8-B).
4.3 Form of Common Stock Certificate (incorporatedein by reference to Exhibit 4.1 to RegistraRegjistration Statement on Form 8-B).

4.4 Rights Agreement between Registrant and That Rational Bank of Boston (incorporated by refemto Exhibit 4.2 to Registrant's
Registration Statement on Form 8-B).

4.5 Certificate of Designations of Series A Juriiarticipating Preferred Stock of Registrant (incogted by reference to Exhibit 3.3 to
Registrant's Registration Statement on Form 8-B).

10.1 Credit Agreement dated October 7, 1994, anigpn Energy Corporation (Nevada), as Borrower Rbgistrant and Devon Energy
Operating Corporation, as Guarantors, NationsBdrlegas, N.A., as Agent, and NationsBank of Tekas,., Bank One, Texas, N.A., Bank
of Montreal, and First Union National Bank of Noffarolina, as Lenders (incorporated herein by esfee to Exhibit 10.1 to Registrant's
Quarterly Report on Form 10-Q for the quarter enSegtember 30, 1994).

10.2 First Amendment, dated January 27, 1995, ¢éaiCAgreement among Devon Energy Corporation (Maysas Borrower, the Registrant
and Devon Energy Operating Corporation, as GuarsniationsBank of Texas, N.A., as Agent, and Neigank of Texas, N.A., Bank One,
Texas, N.A., Bank of Montreal and First Union NaabBank of North Carolina, as Lenders (incorpaidierein by reference to Exhibit 10.2
to Registrant's Annual Report on Form 10-K foryiear ended December 31, 1994).
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10.3 Devon Energy Corporation 1988 Stock Optiom Pilacorporated herein by reference to Exhibit 1@.&Registrant's Registration
Statement on Form S-4 (No. 33-23564)]. *

10.4 Devon Energy Corporation 1993 Stock Optiom Filacorporated herein by reference to Exhibit ARgistrant's Proxy Statement for the
1993 Annual Meeting of Shareholders).*

10.5 Severance Agreement between Devon Energy €digmo (Nevada), Registrant and Mr. J. Larry Nichalated December 3, 1992
(incorporated herein by reference to Exhibit 1ad ®egistrant's Amendment No. 1 to Annual ReporForm 10-K for the year ended
December 31, 1992).*

10.6 Severance Agreement between Devon Energy €dipo (Nevada), Registrant and Mr. H. R. Sand#tsdated December 3, 1992
(incorporated herein by reference to Exhibit 1Gd Registrant's Amendment No. 1 to Annual ReporForm 10-K for the year ended
December 31, 1992).*

10.7 Severance Agreement between Devon Energy €xdipo (Nevada), Registrant and Mr. J. Michael yadated December 3, 1992
(incorporated herein by reference to Exhibit 1Gd Registrant's Amendment No. 1 to Annual ReporForm 10-K for the year ended
December 31, 1992).*

10.8 Severance Agreement between Devon Energy €dimo (Nevada), Registrant and Mr. H. Allen Turraated December 3, 1992
(incorporated herein by reference to Exhibit 1Gd Registrant's Amendment No. 1 to Annual ReporForm 10-K for the year ended
December 31, 1992).*

10.9 Severance Agreement between Devon Energy Gigo (Nevada), Registrant and Mr. Darryl G. Seetiated December 3, 1992
(incorporated herein by reference to Exhibit 1ad Registrant's Amendment No. 1 to Annual ReporForm 10-K for the year ended
December 31, 1992).*

10.10 Severance Agreement between Devon Energyo€dipn (Nevada), Registrant and Mr. William T. \gan, dated December 3, 1992
(incorporated herein by reference to Exhibit 1ad Registrant's Amendment No. 1 to Annual ReporForm 10-K for the year ended
December 31, 1992).*
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10.11 Stock Purchase Agreement dated Decembe®23, hetween Registrant and John
R. Fitzgerald (incorporated herein by referencBEsthibit 1 to Registrant's Schedule 13D dated d3emfember 22, 1993).

10.12 Schedule identifying other Stock PurchasesAgrents entered into by Registrant with certaidérsl of Alta Energy Corporation
common stock (incorporated herein by referencextulit 2 to Registrant's Schedule 13D dated asexfdinber 22, 1993).

10.13 Stock Purchase Agreement dated January 94, b8tween GSS Investments Corp.
[a wholly-owned subsidiary of Registrant] and PanGrowth Fund, Inc. (incorporated herein by refieeto Exhibit 3 to Amendment No. 2
to Registrant's Schedule 13D dated as of Janudr994).

10.14 Stock Purchase Agreement dated January 24, b8tween Registrant and Andrew P. Carstensefindorporated herein by reference
to Exhibit 4 to Amendment No. 2 to Registrant's@&tile 13D dated as of January 7, 1994).

10.15 Sale and Purchase Agreement relating to Ragi's San Juan Basin gas properties.

10.16 Second Restatement of and Amendment to 8dlParchase Agreement relating to Registrant's)8an Basin gas properties.
11 Computation of earnings per share

(b) Reports on Form 8-K

A Form 8-K was filed on July 12, 1995, regarding tkincorporation of Devon Energy Corporation frbelaware to Oklahoma.

* Compensatory plans or arrangements.
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SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

DEVON ENERGY CORPORATION

Dat e: Noverber 9, 1995 /s/IWIliam T. Vaughn
Wlliam T. Vaughn
Vi ce President - Finance
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EXHIBIT INDEX
Page

2.1 Agreement and Plan of Merger and Reorganizatio
by and among Registrant and Devon Energy
Corporation, a Delaware corporation, dated as
April 13, 1995.

2.2 Agreement and Plan of Merger by and among Devo
Energy Corporation, Devon Acquisition Corp. an
Alta Energy Corporation dated February 18, 199

2.3 Amendment to Agreement and Plan of Merger by a
among Devon Energy Corporation, Devon Acquisit
Corp. and Alta Energy Corporation dated April
1994.

4.1 Registrant's Certificate of Incorporation.
4.2 Registrant's Bylaws.
4.3 Form of Common Stock Certificate.

4.4 Rights Agreement between Registrant and the Fi
National Bank of Boston.

4.5 Certificate of Designations of Series A Junior
Participating Preferred Stock of Registrant.

10.1 Credit Agreement dated October 7, 1994, among
Devon Energy Corporation (Nevada), as Borrower
the Registrant and Devon Energy Operating
Corporation, as Guarantors, NationsBank of Tex
N.A., as Agent, and NationsBank of Texas, N.A.
Bank One, Texas, N.A., Bank of Montreal, and
First Union National Bank of North Carolina, a
Lenders.

10.2 First Amendment, dated January 27, 1995, to
Credit Agreement among Devon Energy Corporatio
(Nevada), as Borrower, the Registrant and Devo
Energy Operating Corporation, as Guarantors,
NationsBank of Texas, N.A., as Agent, and
NationsBank of Texas, N.A., Bank One, Texas,
N.A., Bank of Montreal, and First Union Nation
Bank of North Carolina, as Lenders.

10.3 Devon Energy Corporation 1988 Stock Option Pla
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10.4 Devon Energy Corporation 1993 Stock Option Pla

10.5 Severance Agreement between Devon Energy
Corporation (Nevada), Registrant and Mr. J. La
Nichols, dated December 3, 1992.

10.6 Severance Agreement between Devon Energy
Corporation (Nevada), Registrant and Mr. H. R.
Sanders, Jr., dated December 3, 1992.

10.7 Severance Agreement between Devon Energy
Corporation (Nevada), Registrant and Mr. J.
Michael Lacey, dated December 3, 1992.

10.8 Severance Agreement between Devon Energy
Corporation (Nevada), Registrant and Mr. H. Al
Turner, dated December 3, 1992.

10.9 Severance Agreement between Devon Energy
Corporation (Nevada), Registrant and Mr. Darry
G. Smette, dated December 3, 1992.

10.10 Severance Agreement between Devon Energy
Corporation (Nevada), Registrant and Mr.
William T. Vaughn, dated December 3, 1992

10.11  Stock Purchase Agreement dated December 2
1993, between Registrant and John R.
Fitzgerald.

10.12  Schedule identifying other Stock Purchase
Agreements entered into by Registrant wit
certain holders of Alta Energy Corporatio
common stock.

10.13  Stock Purchase Agreement dated January 14
1994, between GSS Investments Corp. [a
wholly-owned subsidiary of Registrant] an
Princor Growth Fund, Inc.

10.14  Stock Purchase Agreement dated January 14
1994, between Registrant and Andrew P.
Carstensen, Jr.

10.15 Sale and Purchase Agreement relating to
Registrant's San Juan Basin gas propertie

10.16  Second Restatement of and Amendment to Sa
and Purchase Agreement relating to
Registrant's San Juan Basin gas propertie

11 Computation of earnings per share 71
* Incorporated by reference.
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Three
1

PRIMARY EARNINGS PER SHARE
Computation for Statement of Operations

Net earnings per statement of operations  $ 6,64

Weighted average common shares outstanding 22,09

Primary earnings per common share
Additional Primary Computation (A)
Net earnings per statement of operations  $ 6,64

Adjustment to weighted average common shares
outstanding:
Weighted average as shown above in primary
computation 22,09
Add dilutive effect of outstanding stock
options (as determined using the treasury

stock method) 11
Weighted average common shares outstanding,
as adjusted 22,21

Net earnings per common share, as adjusted
FULLY DILUTED EARNINGS PER SHARE (A)
Net earnings per statement of operations $ 6,64

Weighted average common shares outstanding
as shown in primary computation above 22,09

Add fully dilutive effect of outstanding
stock options (as determined using the
treasury stock method) 13

Weighted average common shares outstanding,
as adjusted 22,23

Fully diluted earnings per common share

(A) These calculations are submitted in accordanc
although not required by footnote 2 to paragr
they result in dilution of less than 3%.

DEVON ENERGY CORPORATION
Computation of Earnings Per Share

Months Ended Sept. 30, Nine Months Ended Sept. 3
995 1994 1995 1994

5531 3,055,972 10,116,755 11,986,799
2,783 22,049,065 22,065,462 21,386,685

$0.30 0.14 0.46 0.56

5531 3,055,972 10,116,755 11,986,799

2,783 22,049,065 22,065,462 21,386,685

8,314 112,800 122,246 123,928

1,097 22,161,865 22,187,708 21,510,613

$0.30 0.14 0.46 0.56

5531 3,055,972 10,116,755 11,986,799

2,783 22,049,065 22,065,462 21,386,685

8,659 112,800 148,255 124,428

1,442 22,161,865 22,213,717 21,511,113

$0.30 0.14 0.46 0.56

e with Regulation S-K item 601(b)(11)
aph 14 of APB Opinion No. 15 because

Exhibit 11



ARTICLE 5

PERIOD TYPE

FISCAL YEAR END
PERIOD END

CASH

SECURITIES
RECEIVABLES
ALLOWANCES
INVENTORY
CURRENT ASSET
PP&E

DEPRECIATION
TOTAL ASSETS
CURRENT LIABILITIES
BONDS

COMMON
PREFERRED MANDATORY
PREFERREL

OTHER SE

TOTAL LIABILITY AND EQUITY
SALES

TOTAL REVENUES
CGS

TOTAL COSTS
OTHER EXPENSE!
LOSS PROVISION
INTEREST EXPENSE
INCOME PRETAX
INCOME TAX

INCOME CONTINUING
DISCONTINUED
EXTRAORDINARY
CHANGES

NET INCOME

EPS PRIMARY

EPS DILUTED

9 MOS
DEC 31 199
SEP 30199

1110370.
0
1511130
22500(
58756¢
2760910!
56697413
23025996
36825926
1573660:
9700000t
220969

0

0
21296194
36825926
8244055!
8318352
0

0
2533659
0

521424
1774875!
763200!
1011675
0

0

0
1011675!
0.4¢

0.4¢
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DEVON ENERGY CORPORATION (NEVADA)
AND
NS GAS PROPERTIES, INC.
AND
DEVON ENERGY CORPORATION
AND
NORFOLK SOUTHERN CORPORATION
AND
NORFOLK SOUTHERN PROPERTIES, INC.
Effective January 1, 1995

SALE AND PURCHASE AGREEMENT
BY AND AMONG

DEVON ENERGY CORPORATION (NEVADA)
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NS GAS PROPERTIES, INC.
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DEVON ENERGY CORPORATION
AND
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DEFINED TERMS

The following terms are defined in the Sale andcRase Agreement.

Terms P age Section
"Agreed Values" 14
"Assignment"” 1.2
"Buyer" Para.l
"Claim" 11.4(c)
"Closing" 11
"Closing Date" 11
"Closing Payment" 1.4
"Code" 35
"Devon Delaware" Para.1
"Effective Time" 1.3
"Initial Report" 3.3(c)
"Interests” 1.2
"Management and Agency Agreement"” 6.3
"Mortgage" 6.2
"NGPA" 2.1(n)
"Norfolk" Para.l
"Permitted Encumbrances” 23
"Production Payment" 1.2
"Purchase Price" 14
"Properties" Para.l
"Remaining Reserves" 6.5(b)(3)
"Seller" Para.1
-iv-

SALE AND PURCHASE AGREEMENT

THIS AGREEMENT is entered into effective January1 995, by and among DEVON ENERGY CORPORATION (NEVADa Nevada
corporation ("Seller"); NS GAS PROPERTIES, INCVigginia corporation ("Buyer"); DEVON ENERGY CORP®@RION, a Delaware
corporation ("Devon Delaware"); NORFOLK SOUTHERN RPORATION, a Virginia corporation ("Norfolk"); aldORFOLK
SOUTHERN PROPERTIES, INC., a Virginia corporatidRrpperties").

In consideration of the mutual covenants contaimeE@in and the benefits to be derived by each rentgunder, and other good and valuable
consideration, the receipt and adequacy of whiethareby acknowledged, the parties agree as fallows

1. Agreement of Sale and Purchase Price.

1.1 Sale and Conveyance of the Interests. Subtdebe terms and conditions herein set forth,e8@liill, at the Closing provided for in
Section 7 hereof (the "Closing"), sell, transfessign, convey and deliver to Buyer the Inter- emtsl Buyer will purchase, receive, accept
delivery of, and pay Seller for the Interests. Thag appointed for the Closing in Section 7 is chtlee "Closing Date."

1.2 Interests Defined. As used herein, the terrtetasts” means the aggregate of all right, title iaterest owned by Seller in, to and under
the following:

(a) The oil, gas and mineral leases and the operatjhts, mineral interests, royalty interestsriding royalty interests, payments out of
production and interests in or under unit agreemdascribed in Exhibit A, insofar and only insadiarthe same cover and relate to the lands
and depths also described in Exhibit A (the "Legses

(b) All other contracts, agreements, leases, liegngermits, easements and orders to the extatingeto the Leases, the operations condt
or to be conducted thereon, or the productiontrieat, sale or disposal of hydrocarbons or watedpced therefrom or attributable thereto
(all of which, to the extent they are material, @mpresented by Seller to be identified and desdrin Schedule 3.9 hereto);

(c) All wells (including, without limita- tion, digosal, supply or injection wells), personal propgfiktures (including, without limitation,
gathering systems, pipelines, compressors and deatiya and other treatment facilities, but exclgdinventory and supplies), equipment and
improvements as of the Effective Time (hereinafiefined) and as of the Closing Date to the exteatlor obtained in connec- tion with the
Leases or with the operation or maintenance thecgafith the production, treatment, sale or digpa$ hydrocarbons or water produced
therefrom or attributable theret



(d) All other rights and interests in, to or undederived from the Leases, even though impropaelcribed in or omitted from Exhibit A;

EXCEPTING and RESERVING unto Seller, however, thedpction payment (the "Production Payment") désctiin the Assignment,
Conveyance and Bill of Sale (the "Assignment")@ttd as Exhibit C hereto, together with all intesés the subject matter of such
Assignment, to the extent the same cover or rételends and depths not described in Exhibit A.

1.3 Effective Time. As used herein, the term "Hfifee Time" means 7:00 a.m., New Mexico time, onuzag 1, 1995.

1.4 Purchase Price. The purchase price for thedstte ("Purchase Price") shall be the total ath@) sum of $10,827,145 (the "Closing
Payment"), plus (ii) all sums payable under thedBotion Payment, which are estimated to have a&pteslue of $153,463,018. The
Purchase Price is therefore estimated by the padibe $164,290,163. The Purchase Price has Heeatad by the parties among the vari
items of the Interests as set out in Exhibit B. @heunts so allocated shall be deemed to be theatrge fair market values of such items of
the Interests and are herein referred to as theg#Values" of such items of the Interests.

2. Title.

2.1 Title Material. Seller acknowledges and underds that Buyer is relying on Seller's represamtatand warranties as to the adequacy and
sufficiency of Seller's title to the Interests cepgd by Seller to Buyer, all of which representadiand warranties are material to Buyer and
the transactions contemplated herein. From and thiéedate hereof Seller shall provide Buyer, gsrds and representatives full opportunity,
at any time and from time to time during normalibass hours, to examine, inspect and copy, at Baiggpense, the books, records and files
in the possession of Seller insofar as they pettaihe Interests, pertaining to the following:

(a) All title opinions and reports pertain- ingtte Interests;
(b) All abstracts of title and status re- portstai@ing to the Interests;

(c) All documents comprising the Interests, prionegeyances of interests therein or interests alghtreby, unitization, communitization,
pooling and operating agreements and division eartster orders, together with all other contracid @ocuments affecting the title to or the
value of the Interests;

-2-

(d) All spacing, pooling, unitization, exceptioflpavable and other orders of any local, state atdfal court, agency, commission or other
regulatory authority in any way relating to thedr@sts or the operation thereof;

(e) The payment of delay rentals, shut-in royaltiegalties and other payments due under the Isti&re

(f) The payment of all ad valorem, property, prditut, severance and similar taxes and assessmasesl lon or measured by the ownership
of property or the production or removal of hydndoxzans or the receipt of proceeds therefrom attaibletto the Interests;

(9) All ownership maps and surveys relating toltiterests and the lands affected thereby;

(h) All lease records, production records and gdhtets relating to the Interests and to bonusésy dentals, shut-in royalties and royalties
payable thereunder;

(i) All division and transfer orders and all purebasale, gathering, dehydration processing, exyghdaransportation and similar agreements
relating to the sale, dehydration, treatment, fartation or marketing of production from the Imests;

()) All bonds, insurance policies, leases, perngtsements, licenses, salt water disposal agresngaist balancing agreements, pumping or
pumper's agreements and other agreements in anyeleting to the Interests or the operation thereof

(k) All records relating to the inventory of allngenal property and fixtures included in the Insése

(I) Records evidencing that all persons responsil@istributing proceeds of sale of productioonrthe Interests are currently paying Seller
for at least the net revenue interests referréd 8ection 3.3 hereof without suspense or any imdgnother than the normal division order
warranty of title;

(m) Records evidencing that all operators of therlsts are currently billing Seller for no moraritthe working interests referred to in
Section 3.3 hereof and that Seller is current @itisuch operators for all costs and expenses;
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(n) All regulatory filings relating to the Interastincluding, without limitation, all applicatiorsd determinations under the Natural Gas
Policy Act of 1978 ("NGPA"); and

(o) All other available records, files, reports atlmtuments pertaining to the Interests as Buyesorggbly may request.

2.2 Possession of Title Material. Seller and Blagree that, for as long as Seller shall continygetform the services and duties as Buyer's
agent as provided in the Management and Agencyehgeat described in Section 6.3 hereof, the docusrard items referred to in clauses
(a) through (o) above shall remain in Seller's pes®n, subject to Buyer's right to examine, inspad copy the same, at Buyer's expense.
However, Seller agrees that it will, upon Buye€asonable request, promptly deliver to Buyer, atedBa expense, copies of any or all such
documents and items as may be specified by Buy¢hetextent that the same relate to and are reyetssBuyer's quiet and continuing
enjoyment of the Interests, and will make any oidicopies of such documents in Seller's possessiailable to Buyer at all reasonable
times. Upon any termination of the Management agdnty Agreement for a reason other than Buyersdafalll of the Interests to Seller,
Seller promptly will provide to Buyer or its desig at Buyer's expense, all of such documentstamias shall be specified by Buyer.

2.3 Title Standard. For the purposes of Selldtsswarranty in Section 3.3, Seller's title shalldnod and defensible (as distinguished from
technically marketable); provided, no Permitted Einbrance shall constitute a title defect. "Permdi@acumbrances" are, except as other
provided herein, comprised of (i) matters descrilw@tiout material omission in Schedule 3.5 or $iiroyalties, overriding royalties,
production payments and other burdens on produetlioh do not reduce the interest in an item ofltiierests to less than that warranted in
Section 3.3, (iii) liens for taxes, labor and metisrwhere payment is not due, (iv) regulatory atitii of governmental agencies not presently
or previously violated, easements, surface leasgsights, plat restrictions and similar encumbem@rovided that they do not detract from
the value or increase the cost of operation ofitamg of the Interests, and (v) regulatory filingghwand consents by regulatory authority if
they are customarily obtained subsequent to tlee@atonveyance. For purposes of this

Section 2.3, "good and defensible title" shall maditle that is free from reasonable doubts ointdeeither as to matters of law or fact, such
as are sufficient to form a basis of (or would oeebly subject Buyer to) litigation, or compel Buye resort to parol evidence, not afforded
by the official public records (or to presumptiaidact that would probably, in the event of sbi#gcome genuine issues of fact), to defend
Buyer's title against such outstanding doubts aint.

-4-

3. Representations and Warranties of Seller. Sedfmesents and warrants to Buyer as of the Effedtime and as of the Closing Date, as
follows:

3.1 Agreement Valid. Subject to the effects of bapkcy, insolvency, reorganization, moratorium airdilar laws affecting creditors' rights,

as well as to principles of equity (regardless betiner such enforceability is considered in a pedogg in equity or at law), this agreement

constitutes, and all instruments required hereutalbe executed and de- livered by Seller at thesi@y will constitute, the valid and binding
agreement of Seller enforceable against Sellecimardance with its terms.

3.2 Seller Status and Power to Sell. Seller isrparation duly organized, validly existing and ioogl standing under the laws of the State of
Nevada, and is duly qualified to carry on its bessin each jurisdiction where any item of therksés is located. The execution ¢
performance of this agreement, the transactionteogpiated hereby, and all things necessary oratasiin order to accomplish the same
have been duly authorized by all necessary corpaetion of Seller. Seller has all necessary aitthonder its charter, bylaws and other
governing documents and otherwise has good rigihtamful authority to carry on its business as prgly conducted and to consummate all
transactions contemplated by this agreement.

3.3 Title to the Interests.
(&) In accordance with the standards set out iticGe2.3, Seller owns the Interests.
(b) Each of the Interests is good, valid, subsiséind enforceable in accordance with its terms.

(c) Except as given effect in the LaRoche, Swin@iessociates engineering report to Seller, datetudry 10, 1995 and covering the
Interests (the "Initial Report"), Seller's inteest the Interests are not subject to being ine@as reduced by virtue of reversionary interests
owned by third parties or Seller.

(d) Seller has taken or caused to be taken abrstivhich are reasonable and customary in thendilgas industry to assure that its title to the
Interests is as warranted herein, including witHmoitation the diligent and thorough review of #®of the items of the Interests which are
not reflected by documents which are a part otaffipublic records; inquiries to predecessorsitarest and other knowledgeable parties
concerning matters not disclosed by official puléicords; and the securing of title opinions fromsade legal counsel, and Seller has either
corrected, cured or satisfied each doubt, potealdéin or requirement which resulted from such effo
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3.4 Compliance With Leases and Laws. All oil and gases which are a part of the Interests ard,Jailiding and enforceable in accordance
with their terms, and in full force and effect. Nefault exists under any of the terms and provsienpress or implied, of any of such oil ¢



gas leases or under any of the terms and provisibasy agreement, contract, license, permit, easgnorder or other instrument comprising
the Interests or to which the Interests are supgaut Seller has not received notice of any cldisuch default or notice of facts which could
constitute a default. All rentals, shutin royaltaesd royalties due under the Interests and appéidaty, rules and regulations of the Federal
and state regulatory authorities having jurisdicti@ve been timely and properly paid and are nstgpense for any reason. There are no
express provisions under any Interest or any aggaemhich require the drilling of additional wells operations to earn or continue to hold
any of the Interests. All wells on or attributabdethe Interests have been drilled, completed qedated, and all production therefrom has
been accounted for and paid to the persons entftkréto, in compliance with all applicable Fedestdte and local laws and applicable rules
and regulations of the Federal, state and locaila¢gry authori- ties having jurisdiction thereaft necessary regulatory filings have been
properly made in connection with the ownershiprad &ansfer to Buyer of the Interests, the transastcontemplated by this Agreement, and
the drilling, completion and operation of such welhd all other operations on the Interests otath@ associated therewith; and all produc
and sales of ail, gas and other hydrocarbons Heretproduced or sold from the Interests have Benhin excess of any production allowe
established by governmental authorities (plus piéechiolerances) or price established by the apbléecregulatory authorities. There is no
condition at, under or in connection with the laadsociated with the Interests for which SellerdraBuyer could incur any liability, or have
any remedial or reporting obligation, under any awegulation in any manner concerning the prataeaf the environment or public health.
No gas produced from the Interests is subjectaa#itificate and abandonment jurisdiction of teddtal Energy Regulatory Commiss
under the Natural Gas Act of 1974. There is nawlaiction or proceeding under applicable envirortalepublic health or other laws pend
or threatened against Seller relating to the listerer the operation thereof.

3.5 Processing, Sale and Transportation of Pragluckixcept as described in Schedule 3.5, Sellenbigrior to the Effective Time produc
or sold gas subject to
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balancing rights of third parties (including withidimitation other owners of interests in the laarttl purchasers of production therefrom) or
subject to balancing duties under governmentalirements, and Seller is not and Buyer will not bégated by virtue of any prepayment
made under any production sales contract or argr @ibntract containing a take-or-pay clause, oeuady similar arrangement, to deliver
oil, gas or other minerals produced from or alledab any of the Interests at any time after tHedfifve Time without re- ceiving full
payment therefor at the time of delivery. Priothie Effective Time, Seller has not collected amycpeds from the sale of hydrocarbons
produced from the Interests which are subjectfince Proceeds from the sale of oil, gas and nbgasliquids from the Interests are being
received by Seller in a timely manner and are edartdheld in suspense for any reason. Seller hemited in Schedule 3.5 and furnished to
Buyer true and complete copies (with all amendmesftall contracts and agreements (other than meudivision orders terminable by Seller
upon less than sixty (60) days' notice) pursuamtttich hydrocarbons produced from the Interestdraested, dehydrated, compressed, sold,
transported, processed or otherwise disposed mfaoketed. The contracts and agreements comprisintnterests or identified in the
Schedules hereto, do not contain nonstandard tehith could impose on Buyer risks or burdens thatreot customarily assumed by owners
of working interests. Except as disclosed in Schedlb, no person has any call upon, option tolmase or similar rights with respect to the
Interests or to the production therefrom. Exceptlie Northeast Blanco Unit No. 479R Well, eactstng producing well listed on Exhibit A
shall, as of the Effective Time and the ClosingeDée eligible for the nonconventional fuels incaiawe credit under Section 29 of the Intel
Revenue Code of 1986, as amended (the "Code"). dposummation of the transactions contemplatedoyeBeiyer will have the right to
market production from the Interests on terms 86 favorable than the terms upon which Seller atigrés marketing such production.

3.6 Taxes. All (i) ad valorem, property, produoti severance and other taxes and assessmentnasetheasured by the ownership of
property or the production or removal of hydrocar®or the receipt of proceeds therefrom, and
(i) state and local gross receipts and sales ardaxes related to the Interests, have been tipaédy

3.7 Brokers and Finders. Seller has not incurrgdiability, contingent or otherwise, for brokersfinders fees in respect of this transaction
for which Buyer shall have any responsibility wioetger.

3.8 Claims or Litigation. There is no claim, dispusuit, action or other proceeding pending orateneed against Seller or any of the Interests
or any third party which might result in the impaént or loss of Seller's title to any of the Intgseor the value thereof, or otherwise affect
Interests or the cost of operation thereof, orltéswany loss, damage or cost to or the impositibany liability on Buyer.
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3.9 Contracts; Consents. Seller has describedhedide 3.9 (i) all operating agreements curremtlgffect relating to the Interests, (ii) all
partnership, joint venture, farmin/farmout, dry édbottom hole, acreage contribution, area of mutt@rest and similar agreements and
obligations of which any terms remain executory aith affect the Interests,

(iii) all other executory contracts to which Seliera party which materially affect any item of tiierests, and (iv) all governmental or court
approvals and third party contractual consentsiredun order to consummate the transactions ecamptated by this agreement, other than
routine consents required in connection with trarsbf Federal and state leases. All such agresmendtcontracts are valid, binding and
enforceable in accordance with their terms andrafall force and effect, and there are no existilegaults thereunder or events that would
constitute a default thereunder. Seller has fusdd Buyer true and correct copies (with all anmeedts) of all such agreements, contracts,
approvals and consents.

3.10 Assignments Prior to Closing. Except as dbedrin Schedule 3.5, Seller has not made any amssigin conveyance or encumbrance of
the Interests, other than personal property redlagesquivalent property or consumed in the openadif the Interests in the ordinary cou



of business.

3.11 Status of Wells. All wells included in thedngsts, and all wells located on the lands affettteceby and not included in the Interests but
with respect to which Seller has, or after the @ig8uyer may have, any liability to plug, eith@rdre producing or capable of producing
hydrocarbons in commercial quantities without teeeassity of rework or recompletion operations,ipafe being utilized as pressure
observation, injection, water supply or disposalsvand are fully equipped for such operationgjigrhave been properly plugged and
abandoned in accordance with all applicable rutekragulations of governmental authorities havimisgiction with respect thereto.

3.12 Full Disclosure. No information furnished b#ll§r to Buyer and no representation or warrantgefer under this agreement contains or
will contain any untrue statement of a fact or @it will omit any fact necessary to make the stetets made therein or herein not
misleading; provided, no representations of anyl kire made by Seller relating to projected or estéah future production or reserves
attributable to the Interests. Notwithstandingfitregoing provision, Seller is not aware of anyt§amr circumstances which could cause a
prudent person in the oil and gas industry to lelilat the assumptions and/or methodologies eragloythe preparation of or reflected in
the Initial Report are unusual, suspect or notarasty in the industry, and none of such assumptiwmsethodologies are known by Seller or
its representatives to be misleading or incorrect.
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3.13 Consummation of Transactions. Neither the @it hereof nor the consummation of the transastmntem- plated hereby will
constitute a violation or breach of, or an evendefault under, any contract or agreement to wBielter is a party, or constitute the happe
of a condition upon which any other party to sudwoatract may exercise any right or option which adversely affect any of the Interests
Seller's or Buyer's rights therein or thereto; widkthe happening of such events result in angility of Buyer to any person under the terms
of any contracts of employment, consultancy orstvices of any kind.

3.14 Tax Partnerships. No item of the Interesteeted for income tax purposes as being ownedgdartaer- ship.

3.15 Equipment. The Interests include all propertuipment, easements, rights and facilities necgder the proper operation of the
Interests. All equipment and property used in cotine with the operation of the Interests is in d@ondition and repair, ordinary wear and
tear excepted, and is adequate for the proper tipe @t the Interests.

3.16 Insurance. The insurance policies describ&tiredule 3.17 are presently maintained in conmreetith the Interests and the operation
thereof. Such policies are customary for the opmmaif the Interests. There are no pending or teresd claims, actions, suits or proceedings
involving any insurance maintained in connectiothwine Interests.

3.17 No Consents. Except as provided in Sectioin&c8of, the sale, assignment and conveyance dftiiests to Buyer is not subject to the
consent or approval of, or the giving of any noticeany other person (except for such consengpprovals as have been obtained and any
notice which has been given) and will not violateonstitute a default under any of the Interes@ny contract, agreement, permit, order or
other instrument relating to the Interests.

3.18 Miscellaneous. For purposes of each represemtavarranty or covenant in this Section 3 ath®nonexistence of any matter, conditi
or thing (including, but not limited to any defawbndition, suit, action, claim or proceeding),raferences thereto shall be deemed also to
include any event, condition or circumstance whigith the giving of notice or the lapse of timebmth, would constitute such a matter,
condition or thing.
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3.19 Ordinary Course. Since the Effective Time|e3dlas caused the Interests to be maintained pedied in a good and workmanlike
manner consistent with prudent oil and gas prasticeintained the insurance which was in forcehenGlosing Date, and timely paid or
caused to be paid all costs and expenses incurre@hinection therewith.

3.20 Restrictions on Operations. Since the Effecliime, no operations were conducted for the dglbf any new well or the reworking,
recompleting or redrilling of any existing well,&aBeller has not waived any rights or entered amy new agreements or commitments, has
not made any expenditure attributable to any opngeptin excess of $100,000 (except when bounatsadunder provisions of existing joint
operating agreements which do not require authéositgxpenditures), andhas not abandoned any wedlleased or abandoned any portion of
the Interests.

4. Representations and Warranties of Buyer. Bugaraisents and warrants to Seller as of the Effedtimme and as of the Closing Date as
follows:

4.1 Organization. Buyer is a corporation duly oiigad, validly existing and in good standing under kaws of the Commonwealth of
Virginia, and is duly qualified to carry out itsdiness in New Mexico.

4.2 Agreement Authorized. This agreement has babnadithorized, executed and delivered by Buyerahthstruments required hereunt



to be delivered by Buyer at the Closing will beydauthorized, executed and delivered by Buyer dnm@guisite corporate action has or will
have been taken to authorize the execution hettemtransactions contemplated hereby and all thiegessary or desirable in order to ac-
complish the purchase of the Interests, and Bugsrall neces- sary authority under its articlemodrporation, bylaws and other governing
documents to consummate the same.

4.3 Valid Agreement. Subject to the effects of bapkcy, insolvency, reorganization, moratorium aidilar laws affecting creditors' rights,
as well as to principles of equity (regardless betiner such enforceability is considered in a pedoegg in equity or at law), this agreement
constitutes, and all instruments required hereutalbe executed and de- livered by Buyer at Clogiitigconstitute, the valid and bind- ing
agreement of Buyer enforceable against Buyer inraance with its terms.

4.4 Authority to Purchase. Buyer has all necessargorate power and authority to purchase and pathé Interests as contemplated by this
agreement.
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4.5 Brokers and Finders. Buyer has incurred ndliigbcontingent or otherwise, for brokers or ferd fees in respect of this transaction for
which Seller shall have any responsibility whatsyev

5. Matters Relating to Operations.

5.1 Access of Buyer. Buyer shall have free acae#ise offices, properties, records, marketing apeds, files, unrestricted seismic data,
engineering reports and evalu- ations, books cdaat; and all other information of Seller pertagio the Interests, including all land
material, for the investigation of the Interesh& status thereof and the title thereto, througpeBa employees, attorneys, independent public
accountants or outside consultants; provided, hewekiat such investigation shall be conductedngdumniormal business hours and in a
manner that does not unreasonably interfere witleiSenormal operations and employee relationstggder shall cause its personnel to
assist Buyer in making such investigation and stallse the counsel, accountants, employees andrefire- sentatives of Seller to be
reasonably available to Buyer for such purposesingisuch investigation, Buyer shall have the rightause Seller to make copies, at
Buyer's expense, of such records, files and otlaerals as Buyer may deem advisable.

5.2 Preparation of Description of Interests. Sedl#l; at its expense, prepare and furnish or caadee prepared and furnished to Buyer as
promptly as possible, the exhibit to be attachetth¢oassignment and conveyance referred to in@e8til hereof, which shall correctly set
forth and describe each element of the Interesidtamland applicable thereto as contemplated blydreappropriate detail, together with the
identification of each existing well associatedrévéth.

6. Additional Agreements of the Parties.

6.1 Further Assurances. From time to time (whett@nr after Closing), as and when requested by Bowyis successors or assigns, Seller
will execute, acknowledge and deliver all suchrimsients and documents and take such other actiBoyes may reasonably deem neces

or desirable in order to more effectively consunarthe transactions contem- plated hereby and nsfeato Buyer the Interests; and Seller
will assist Buyer in the collection or reductiongossession thereof.

6.2 Buyer's Mortgage. Attached hereto as Exhilidt & form of Mortgage and forms of Financing Stagata covering the Interests (together,
the "Mortgage"), which Buyer agrees to execute@gliVer to Seller at Closing.

6.3 Management and Agency Agreement. Attached di@seExhibit D is a form of Management and Agengye®ment covering the Intere
(the "Management and Agency Agreement") which $eltel Buyer agree to execute and deliver to edutr @it Closing.
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6.4 Rights of Rescission.
(a) This agreement may be rescinded under theafiritpconditions:

(i) By Buyer, provided notice of Buyer's electianrescind and the reason therefor is given to Setler to December 1, 1995, if the Internal
Revenue Service fails or refuses to issue a priedtier ruling holding that (A) Seller has not ieed an economic interest in the Interests and
has transferred all of Seller's economic inteneshé Interests to Buyer, (B) the Production Payreproperly characterized for income tax
purposes as a purchase money mortgage loan, arshy@yedit for producing fuel from a nonconvenéibsource, pursuant to Section 29 of
the Code, attributable to production from the lests after the sale of the Interests to Buyeragpgnly allocable to Buyer; and

(i) By Seller, provided notice of Seller's electito rescind and the reason therefor is given tgeBprior to December 1, 1995, if the Internal
Revenue Service fails or refuses to issue a priedtier ruling holding that recognition of gain Bgller upon reacquisition of the Interests by
exercise of the Repurchase Option granted in Seétid hereof is determined pursuant to Section 13Be Code



(b) If a condition for rescission exists and propetice of rescission is given, the parties sipalbr to December 15, 1995, restore themselves
to the relative positions each would have occupid this agreement never been made, including wiitiraitation (A) reconveyance by

Buyer of the Interests to Seller, (B) payment bifeé8¢o Buyer of an amount equal to all amountsigai Buyer under this agreement and any
agreement made pursuant hereto, and (C) paymeBuysr to Seller of an amount equal to all amoueteived by Buyer under this
agreement and any agreement made pursuant hénetsciksion is properly elected, the failure of aarty to take all steps necessary for a
complete rescission prior to January 1, 1996, $leall breach of this agreement and, in additiarther damages and remedies to which the
aggrieved party may be entitled, the indemnity éct®n 11.3 hereof shall apply to any third patgiras arising from the breach.

(c) Seller agrees that it shall cause there tefgeid to Buyer at closing, and that it shall cdloisee to be maintained in force a Letter of Cr
in the form of that attached hereto as Exhibit By@& shall notify the issuer of the Letter of Ctaditerminate it upon the receipt by Buyer of
(i) the private letter rulings described in Sectta(a)(i) hereof and a notice from Seller thatas received or waived the private letter ruling
described in Section 6.4(a)(ii) hereof, or (ii) pélyments from Seller due Buyer under Section §,4reof.
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(d) In the event of a rescission hereunder, Sslall agree to and shall indemnify, defend and Balger, its affiliates and their respective
officers, agents and employees harmless again#lailities, losses, claims, damages, costs apgmrses (known, unknown, contingent or
otherwise) associated with, arising during or inrection with, or resulting from Buyer's ownersbffthe Interests.

6.5 Preferential Right to Purchase and Repurchasier®

(a) Preferential Right to Purchase. Seller shaletapreferential right to purchase the Interastgest to the Production Payment (the "Option
Interests") or any part thereof, at any time ptiothe "Termination Date," as defined in the Asgigmt. In the event Buyer, or any of Buyer's
successors or assigns desire to sell all or artyopétne Interests, it shall promptly give writteatice of such fact to Seller, with full
information concerning its proposed dispositionjclitshall include the name and address of the patse transferee (who must be ready,
willing and able to purchase), the purchase peadegal description sufficient to identify the pesty involved, a complete description of the
Option Interests involved, and all other termshaf dffer. Seller shall then have an optional prigint, for a period of fortyfive (45) days afte
the notice is received by Seller, to purchaseterstated consideration pertaining to the thirdypaifer on the same terms and conditions the
Option Interests which are proposed to be sold.pre&erential right to purchase described hereadl &ie applicable to any proposed
disposition of the Option Interests or any part¢lo§ whether by purchase and sale, merger, retafgon or consolidation, and shall be
applicable to any proposed transfer of Option k&3, whether to a third party, a subsidiary, apacompany or to a subsidiary of a parent
company.

(b) Repurchase Option. Seller shall also have i@ to purchase all or any undivided portionte# tvhole of the Option Interests or any
individual oil and gas lease or leases which fdmmhasis for undivided interests therein undeteh®s and conditions of this Section 6.5(b),
at any time.

(1) Notice of Exercise. Seller shall exercise soption to purchase by giving Buyer written notitiee("Repurchase Notice") of its election to
exercise the option at least 20 days prior to tite dpecified in the notice that the purchase xtolosed (the "Option Closing Date").
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(2) Contents of Notice. The Repurchase Notice gfjdhdicate that Seller is exercising its optiamder this Section 6.5(b), (ii) specify a place
of closing (which shall be in the city of Sellep'sBuyer's principal place of business), (iii) spethe time and date of closing which shall be
on the last business day of a calendar month faliguwhe expiration of the notice period, (iv) idénthe applicable part of the Option
Interests being purchased, if less than the wifeJdge accompanied by a schedule prepared by Swleulating the purchase price according
to the purchase price determination procedurefosttin Section 6.5(b)(3) below and

(vi) be dated and signed by an officer of Seller.

(3) Determination of Purchase Price. The purchaise pinder the option shall be determined withnexiee to the gas reserve quantities
attributed to the Option Interests in the Initi@@®rt, a copy of which has been furnished to Buyke reserves for the Option Interests or the
applicable part thereof estimated in the InitiapbB to exist on the Option Closing Date shall e basis for calculating Seller's purchase
price under the option without regard to the actaaérves that may exist or be estimated to erishe Option Closing Date. If the Option
Closing Date under the option is to occur in a rharther than December, the applicable remainingrves attributed in the Initial Report to
the calendar year of closing shall be reduced fogtcdion, the numerator of which is the number aitis of the year that have passed
through and including the month of the Option GigsDate (even if on other than the last day of thanth) and the denominator of which is
12. The applicable remaining gas reserve quanstesalculated shall hereinafter be referred tinasRemaining Reserves." Seller's purct
price for the Option Interests or the applicablg geereof shall be their agreed upon market valbieh shall be calculated using the same
cash flow and discounting procedures as were uspreparing the Initial Report; however, the agrepdn market value calculation shall use
(i) the weighted average price received for the séigas from the Interests or the applicable {hanteof during the twelve month period
preceding the month in which the Option Closingddatto occur, (ii) the production and ad valor@mxrates in effect on the date of the
Repurchase Notice, (iii) operating expenses estichii the Initial Report, adjusted for known chasmdgacluding the "Administration Fee"
payable under the terms of the Management and Agkgreement , (iv) future known capital expendisiret contemplated in the Initial
Report and (v) a discount rate equal to One Huniiveehty Percent (120%) of the national Prime Ratquoted in The Wall Street Journal
on the 10th business day preceding the date dRépeirchase Notici



(4) Option Closing Procedure.
(i) On the Option Closing Date, Buyer shall sedisign and convey the Interests or the applicabie pa
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thereof to Seller, pursuant to documents prepayeBdtier and satisfactory to Buyer, without repr¢éation or warranty of any kind, except
that Buyer shall represent to Seller that Buyerr@gexcept as permitted hereby) transferredgassi or further encumbered the Interests (or
such applicable part) since Buyer acquired the daome Seller. Buyer shall assign to Seller all prights in warranty to the extent such were
received by Buyer from Seller. The foregoing saksignment and conveyance shall be subject t@edigsary consents and approvals of third
parties, if any, which burdened the Interests wihersame were assigned and conveyed to Buyer, ichwahe subsequently approved by
Seller, and Seller shall be responsible for obtgjreind securing all necessary consents and appreeaterning the same.

(ii) On the Option Closing Date, Seller shall

(i) release the Mortgage contemplated by Sectiérhéreof as to the Interests or the applicabletpareof, and (i) pay Buyer the purchase
price for the Interests or the applicable partéb&rBuyer shall also execute all necessary forhassignment and transfer customary in th
and gas industry or required by governmental aitthaogether with such transfer orders or letiarbeu thereof as Seller shall reasonably
request (all of which shall be substantially simttathe documentation furnished by Seller to Buyethe date hereof in connection with the
conveyance of the Interests to Buyer), and Buyall sleliver to Seller possession of the Interesthe applicable part thereof.

(5) Indemnification. As part of the closing of apyrchase by Seller hereunder, Seller agrees tsfmitlindemnify, defend and hold Buyer,
affiliates and their respective officers, agentd amployees, harmless from and against all ligdsljlosses, claims, damage, costs and
expenses (known, unknown, contingent or othervasepciated with, arising during or in connectiothwor resulting from Buyer's
ownership of the Interests or the portion theraotpased, regardless of cause save only the sgligece of Buyer.

(c) Affect on Production Payment Termination Datethe event less than the whole of the Optionre#is are purchased or repurchased
under the provisions of this Section 6.5, the parshall execute and record an appropriate docuctesarty indicating a reduction in the
volume of gas production necessary to reach theniifation Date," as set forth in

Section 1(b)(i) of the Assignment. The amount aftsteduction shall be equal to ninety percent (96%the Remaining Reserves attribute
the Initial Report to the Option Interests or tipplicable part thereof which are purchased or remsed under the terms of this Section 6.5.

(d) Set-Off. In connection with any purchase byl&@diereunder, Seller shall be authorized to se&wf and all amounts due Seller under the
Assignment and/or the Management and Agency Agregrimedetermining the net amount to be paid byeséb Buyer.
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(e) Taxation. This preferential right to purchaseepurchase the Option Interests or a part thesieal, for federal income tax purposes,
constitute a reacquisition of all or the applicadet of the Interests in satisfaction of all o tipplicable part of the indebtedness represented
by the Production Payment with payment of additi@oasideration to Buyer, the taxation of whichlsba determined under Section 103¢

the Code.

6.6 Certain Federal Income Tax Matters. Unlessratise finally determined by the Internal Revenuevi®e or a court:

(a) Buyer and Seller agree to treat the Produd®imyment as a purchase money debt instrument ibsuBdyer to Seller as partial
consideration for the Interests; and

(b) Buyer and Seller agree that the issue pridch@Production Payment is determined under Se&2dd(b)(3) of the Internal Revenue Code
of 1986, as amended, and Treasury Regulation SEZ74-2(b)(3) to be equal to the excess of theaajupon market value of the Interests
(which is $164,290,163) over the amount of the @ipFLayment (which is $10,827,145), or $153,463,@88etermined by Schedule 6.7(b)
attached hereto.

7. The Closing. The Closing is taking place simu#tausly with the execution of this agreement, sdffices of McAfee & Taft A
Professional Corporation, Tenth Floor, Two LeadgrSguare, Oklahoma City, Oklahoma.

8. Payment of Closing Payment and Interest. Ati@thBuyer shall pay to Seller the Closing Paymtagether with interest thereon at eight
and one-half percent (8.5%) for the applicablequedf time from the Effective Time to Closing, byrvtransfer into a bank account to be
designated by Seller prior to Closing.

9. Execution and Delivery of Documents.

9.1 Assignment. Seller shall execute and deliv@8uger the Assignment, conveying the InterestsugeB. For the purposes of Section 2(b)
(vii) of the Assignment, the term "Tax Credit Perzge" shall mean Eighty-Three and One-Third Per@&$%). Seller shall also prepare,
execute, acknowledge, and deliver all necessamgsmf assignment and transfer required by govertethanthority in connection with tt



sale and purchase of the Interests.
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9.2 Management and Agency Agreement. At the CloSedler and Buyer shall execute and deliver tthedber the Management and Age
Agreement.

9.3 The Mortgage. At the Closing, Buyer shall exeand deliver to Seller the Mortgage.
10. Possession. Seller shall deliver to BuyeraiQtosing possession of the Interests.

11. Obligations After Closing. In addition to thther covenants contained in this agreement whielbgitheir terms to be performed wholly
or partly after the Closing Date, the parties agreéollows:

11.1 Sales and Use Taxes. It is understood th&uhehase Price does not include sales and useitapesed on account of the transactions
contemplated hereby. Within the time permitted ppleable law to do so, Buyer shall pay and Sedtell collect and remit to the proper
governmental au- thorities all applicable sales asgltaxes, if any, within the time allowed by fmwpayment thereof and Buyer shall
indemnify and agree to defend and hold harmledsiSelconnection with any claim regarding the same

11.2 Receipts and Disbursements. If Buyer recaeawgsfunds relating to items of the Interests whicbrued to the owner of the Interests
before the Effective Time, or if Seller receivey &unds relating to items of the Interests whichraed to the owner of the Interests after the
Effective Time, then the party receiving such fustall account therefor and pay the same to ther gidrty promptly after receipt thereof.
Likewise, if Buyer shall pay any amount relatingtems of the Interests which accrued to the ovafi¢he Interests before the Effective Tir
or if Seller shall pay any amount relating to iteofishe Interests which accrued to the owner ofitierests after the Effective Time, then the
party making such payment shall invoice the otlatypfor the amount of such payment and the pattgiving such invoice promptly shall
pay the same.

11.3 Indemnity.

(a) Buyer shall indemnify and save and hold harsm&sller against all third party claims, and alitspexpenses and liabilities with respect
thereto to the extent the same arise out of oryappBuyer's ownership, operation and managemetiteoterests arising out of events
occurring after the Closing Date (but not includthgse incurred by Seller with respect to the salbe Interests to Buyer or the negotiations
leading to such sale and not including those tsullt from or are attributable to the acts, omissimegligence or willful misconduct of
Seller, its employees or agents with respect toferation and maintenance of the Interests or inynrepresentation of Seller contained
herein being untrue or a breach of any warrangoeenant of Seller contained herein).

-17-

(b) Seller shall indemnify and save and hold hassiBuyer against all third party claims, and afitspexpenses and liabilities with respect
thereto to the extent the same arise out of oryapp(i) Seller's or any of Seller's predecessoisterest (by ownership or operation)
ownership, operation and management of the Inteegging out of events occurring prior to the @igsDate (but not including those

incurred by Buyer with respect to the purchaséeflhterests by Buyer or the costs and expensesguitiations leading to such purchase and
not including those that result from or are attréile to any representation of Buyer containedihdreing untrue or a breach of any warranty
or covenant of Buyer contained herein); (ii) thedech arise out of Seller's breach of its represimis and warranties contained in Section
3.3 hereof; and (iii) other representations andardies contained herein; however, nothing conthiniii) above shall be applicable to any
claim involving any agreement, contract, operatmrent, relationship or other activity, obligationcircumstance in or with which neither
Seller nor Seller's predecessor in interest (eltlgeswnership or operation) were a direct partiotpar otherwise directly involved.

(c) Nothing herein or in Section 11.4(a) or
(b) below shall be deemed or construed or shak hle effect of granting, imputing or creating avdr of any third parties any rights, claims
or benefits whatsoever, now or in the future, iuoder this Agreement or against any party hegattheir successors or assigns.

(d) Notwithstanding anything else in this Agreeméné¢ indemnity granted by this Section 11.3(byl #re rights and remedies pursuant
hereto, shall not be limited to, modified or affstin any manner whatsoever, and in no way retatéané matters covered by Section 11.4(a)
and (b) below.

(e) For the purposes of this Section 11.3, thermdtee shall include the indemnitee, its affiliate®l their respective officers, agents and
employees.

(f) Each indemnified party hereunder agrees th#tiwsixty (60) days after receiving actual notidex matter (or later, if Seller is not
prejudiced in any way by the delay) giving risatolaim for indemnity under the provisions of thigreement, including receipt by it of not
of any demand, assertion, claim, action or procegdudicial or otherwise, by any third party (subird party actions being collectively
referred to herein as a "Claim") with respect tg aratter as to which it is entitled to indemnityden the provisions of this Section 11.2



will give notice thereof in writing to the indemyifg party together with a statement of such infation respecting any of the foregoing as it
shall then have. Such notice shall include a fordeamhand for indemnification under this agreemehe ihdemnifying party shall not be
obligated to indemnify the indemnified party witspect to any Claim if the indemnified party fadsotify the indemnifying party thereof
accordance with the provisions of this Section 11.3
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(9) The indemnifying party shall be entitled, atébst and expense, to contest and defend by@ibppate legal proceedings any Claim with
respect to which it has been called upon to indgnthe indemnified party under the provisions détBection 11.3; provided, however, that
notice of the intention so to contest shall bewvde&d by the in- demnifying party to the indemrdfjgarty within twenty (20) days from the
date of mailing to the indemnifying party of thetice by the indemnified party of the Claim. Any bumntest may be conducted in the name
and on behalf of the indemnifying party or the imoéfied party, as may be appropriate. Such comstesit be conducted by attorneys
employed by the indemnifying party, but the indefiedi party shall have the right to participate urcls proceedings and to be represented by
attorneys of its own choos- ing at its cost andease. If the indemnified party joins in any suchtest, the indemnifying party shall have full
author- ity to determine all action to be takenhwiéspect thereto. If after proper notice fromittdemnified party, the indemnifying party
shall not elect to contest any such claim, thenmiiéying party shall be bound by the result obtdiméth respect thereto by the indemnified
party. At any time after the commencement of defesfsany Claim, the indemnifying party may requéstindemnified party to agree in
writing to the abandonment of such contest or goglyment or compromise by the indemnifying paftguzh Claim, whereupon such action
shall be taken unless the indemnified party deteesithat the contest should be continued and $itesdhe indemnifying party in writing
within fifteen

(15) days of such request from the indemnifyingypdn the event that the indemnified party detenesi that the contest should be continued,
the indemnifying party shall be liable to the indefied party under the provisions of this Sectidn3lonly to the extent of the lesser of (i) the
amount which the other party to the contested Clzdh agreed to accept in pay- ment or compromiséd the time the indemnifying party
made its request therefor to the indemnified pantyji) such amount for which the indemnifying gamay be liable with respect to such
Claim by reason of the provisions hereof.

11.4 Damages for Breach of Warranty.

(a) The parties agree that their remedy, amongskbrmes, with respect to any inaccuracy of repradiemt or breach of warranty or covenant
shall be limited to the recovery of actual damagssrovided herein, and that no incidental, iraddjreonsequential or other damages shall be
recoverable therefor.
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(b) The amount of any actual damages resulting frogninaccuracy of representation or breach ofaveyror covenant on the part of Seller
hereunder shall be limited as follows.

(i) Except as provided in (ii) and (iii) below, wieethe value of an item of the Interests affectgdity such inaccuracy or breach is less than
its value would have been had all of Seller's regméations and warranties been true and all covempanformed, then only the difference in
value shall be deemed to be actual damages; amdakienum actual damages recoverable in connectitinsuch item of the Interests shall
be limited to the Agreed Value for such item of theerests, less the portion of the Production Raymattributable thereto.

(il) With regard to any breach by Seller of theregentations and warranties set forth in SectioBg@ncerning title, and those representa
and warranties applicable to wells qualifying fax tredits under Section 29 of the Code as sédt forSection 3.5, Seller shall reimburse
Buyer any amount of the tax credit payments madgetter under

Section 2(b)(vii) (and the applicable provisionsSefction 4 dealing therewith) of the Assignment,which are determined, by final order ¢
court of competent jurisdiction, not to be allowasla proper credit against Buyer's tax liabilitytfte sole reason that such facts and
circumstances represented and warranted by Sedezib were untrue.

(iii) In the event any payment is made by SelleBtyer under the provisions of (i) or (ii) abovellSr shall also pay to Buyer interest on the
amount(s) involved, at the national Prime Ratentdrest quoted day to day in The Wall Street Jddanahe applicable period of time from
the date such amount(s) were paid to Seller by Bioythe date of repayment hereunder.

(c) No actual damage resulting from any inaccu@csepresentation or breach of warranty or covehargunder shall be payable by the
breaching party unless (i) such actual damage esae sum of $10,000 (in which case the full am@fisuch actual damage shall be
payable by such breaching party), or (ii) the tofall such individual items of actual damagesmmounts less than $10,000 exceeds the sum
of $200,000 (in which case the full amount of stathl and all other actual damages thereafter nedushall be payable by the breaching

party).
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12. Miscellaneous.

12.1 Notices. All communications required or petedtunder this agreement shall be in writing, $grfiacsimile or delivered personally



by courier or sent by registered or certified madstage prepaid, addressed as set forth below.
(a) Notices to Seller and/or Devon Delaware:

Devon Energy Corporation (Nevada) 20 North Broadvgayite 1500 Oklahoma City, Oklahoma 73102 Attemtir. H. R. Sanders, Jr.

Executive Vice President
Fax No.: (405) 552-4550

(b) Natices to Buyer, Properties and/or Norfolk:

Norfolk Southern Corporation Three Commercial Pldogfolk, Virginia 23510 Attention: Mr. James A. Xin Vice President Fax No.: (80
629-2898

Any party may change its address for purposesi®f3haction by giving written notice of the chandeddress to the other parties in the
manner herein provided for giving notice. Any netar communication hereunder shall be deemed te bagn given when (i) deposited in
the United States mail, if by certified mail, anil feceived, if delivered personally or by cour@rby facsimile transmission.

12.2 Binding Effect. This agreement shall be bigdipon and inure to the benefit of the partiestioesad their respective successors and
assigns; provided, no assignment by any party sélidlve such party of any of its obligations herder. Seller shall not assign or delegate
of its rights or obligations hereunder, in the Mage, the Management and Agency Agreement, amgiA$signment, including but not
limited to, the Production Payment, without the regs written consent of Buyer, which consent ghatilbe unreasonably withheld.

12.3 Counterparts. This agreement may be execuatadyi number of counterparts, which taken togethall cons- titute one and the same
instrument and each of which shall be consideredriginal for all purposes.

12.4 Expenses. Except as otherwise herein prodyich party hereto will bear and pay its own agps of negotiating and consummating
the transactions contemplated hereby, except & &&d expenses of KPMG Peat Marwick LLP whichismeed in connection with obtaini
the private letter ruling referred to in Sectiod,8vhich shall be shared equally by Buyer and &elle
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12.5 Section Headings. The section headings cadamthis agreement are for convenient referemtgand shall not in any way affect the
meaning or interpretation of this agreement.

12.6 Superseding Effect. This agreement superssaue prior agreement and understanding betweepeitties with respect to the subject
matter of this agreement.

12.7 Governing Law. This agreement shall be govkhyeand construed in accordance with the lawb@tate of Oklahoma applicable to
contracts made and performed entirely therein.

12.8 Waivers. No party's rights hereunder will eemied waived except by a writing signed by suctyp#ithout limitation, the occurrence
of the Closing shall not be deemed a waiver of gangy's rights except its right to refuse to close.

12.9 Exhibits and Schedules. The Exhibits and Saeedeferred to herein are attached hereto ardi®yeference made a part hereof.

12.10 Announcements. Prior to the earlier of olitgithe private letter ruling described in Secttof(a) or December 31, 1995, Seller and
Buyer shall consult with each other with regaralfi@ress releases and contacts with journalistgdrasters or other media concerning this
agreement or the transactions contemplated heaglolyexcept as may be required by applicable lawiseoapplicable rules, regulations or
guidelines of any governmental agency or stock amgk, neither Buyer nor Seller shall issue suchsprelease or other publicity without
prior notice of such intent to the other party.

12.11 Survival of Warranties. Nothing containedhia Assignment shall be deemed to limit the repregions and warranties set forth herein
with respect to Seller's title to the Interestse Eovenants, representations and warranties gfaties in this agreement shall survive the
Closing.

12.12 Joinder by Devon Delaware, Norfolk and Proger

(a) Devon Delaware joins in the execution hereddlgdor the purpose of guaranteeing, and Devoraidate does hereby guarantee the
performance of all of Seller's obligations hereun
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(b) Properties joins in the execution hereof sofefythe following purposes: (i) Properties repraseand warrants that it is the owner of all
issued and outstanding stock of Buyer; (ii) Praperagrees that it will not during the term of Br@duction Payment, without the prior
written consent of Seller, transfer such ownersifipuch stock;

(iii) Properties agrees to cause Buyer to compjall of the provisions of Sections 6.4 and 6m5thie event Seller exercises any of its rights
of rescission, purchase or repurchase hereundgfj\griProperties shall guarantee, and Properties dhereby guarantee, all representations
and warranties to be made by Buyer pursuant td@e6t5(b)(4)(i) hereof.

(c) Norfolk joins in the execution hereof solely the purpose of guaranteeing, and Norfolk doestheguarantee the performance of all of
Properties' obligations hereunder.

(d) Devon Delaware, Properties and Norfolk eachvejaio the fullest extent permitted by law, allelefes given to sureties or guarantors at
law or in equity, other than the defenses of penforce or payment.

12.13 No Restrictions on Production. The partigg@aghat any curtailment of production from thestests might cause reservoir damage.
Accordingly, Buyer agrees not to initiate any aatité action which might have the consequence aéitimg production from the Interests,
during the term of the Production Payment, witHfast consulting with and receiving the written cemt from Seller concerning such action,
which consent shall not be unreasonably withheld.

12.14 Insurance. In the event the same is notecham behalf of Buyer by the operator for any iwfithe Interests, Buyer shall procure and
maintain insurance from companies of recognizepamrsibility in such amounts and with such coveraggeSeller reasonably deems
appropriate in respect to Buyer's ownership of@melations involving such item of the Interests] Bayer shall, upon request by Seller,
submit to Seller insurance certificates evidenaugh coverage.

12.15 Production Payment Obligations -- N&ecourse. Seller agrees that it may only looksteights hereunder and under the Mortgage
the Management and Agency Agreement should Buylaofimely make the required payments under tredBction Payment, and that
Seller shall not be entitled to a personal or dieficy judgment.
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Executed this 31st day of January, 1995.
SELLER:
DEVON ENERGY CORPORATION (NEVADA)
By:
H. R. Sanders, Jr., Executive
Vice President
DEVON DELAWARE:
DEVON ENERGY CORPORATION
By:
H. R. Sanders, Jr., Executive
Vice President
NORFOLK:

NORFOLK SOUTHERN CORPORATION

By:
James A. Hixon
Vice President

BUYER:
NS GAS PROPERTIES, INC.

By:



James A. Hixon
Vice President

PROPERTIES:
NORFOLK SOUTHERN PROPERTIES, INC.

By:
James A. Hixon
Vice President
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SECOND RESTATEMENT OF AND AMENDMENT
TO
SALE AND PURCHASE AGREEMENT

THIS AGREEMENT has been made and entered into8thiglay of September, 1995, by and among DEVON ERERORPORATION
(NEVADA), NS GAS PROPERTIES, INC., DEVON ENERGY CORRATION, NORFOLK SOUTHERN CORPORATION and
NORFOLK SOUTHERN PROPERTIES, INC. with referencette following circumstance

A. The parties entered into a Sale and Purchaseehgent (the "Sale Agreement”) and a RestatemerdfAmend- ment to Sale and
Purchase Agreement (the "First Restatement"), eHiehtive January 1, 1995 (together the "Agreenjelitords defined in the Agreement
shall have the same meaning herein.

B. The transactions provided for under the SaleesAgrent have closed and Buyer is currently the owhtire Interests. The Purchase Price
for the Interests comprised three components ofidenation; namely, (i) a $10,827,145 cash payraefosing, (ii) contingent cash
payments measured by any nonconventional fuel iecax credits allowed under Section 29 of the Guitle respect to production from the
Interests, and

(iii) a Production Payment reserved by Seller.

C. Under the Sale Agreement, the provision conaogrtiie contingent cash payments measured by SetQitex credits was incorporated ii
the provisions of the Production Payment reserye8diler in the Assignment (Exhibit C to the Agream) pursuant to which Seller
conveyed the Interests to Buyer. The parties betldlaat the credit payments were an economic coemgaf the value of the gas to be
produced from the Inter- ests and therefore wepeggpiately included as part of the Assignment. &t#hweless, the parties intended that the
Produc-tion Payment and the contingent cash paymentsureghby tax credits be independent, separate coemp®of the Purchase Price
the Interests as illustrated by Schedule 6.7(thécAgreement. In order to make this intention gld@e parties agreed, in the First
Restatement, to move the provisions for contingash payments from the Assignment to the Agreentethe First Restatement, the parties
also agreed to amend the Management and AgencyeAgm in certain respects. For purpos- es of glant continuity, the parties restate
herein the provisions of the First Restatementasraed by the terms hereof.

D. The parties have agreed to further amend thégoms of the Agreement, the Assignment, the Managnt and Agency Agreement and
the Mortgage.

ACCORDINGLY, in order to accomplish the foregoinige parties hereby restate and amend the Agreasarftthe Effec- tive Time as
follows:

1. Interests Defined. Section 1.2(a) of the SaleeBment is stricken in its entirety and the follogvsubsti- tuted therefor:

“(a) The oil, gas and mineral leases and the opegraghts, mineral interests, royalty interestgiwiding royalty interests, pay- ments out of
production and interests in or under unit agreemdascribed in Exhibit A, INSOFAR AND ONLY INSOFARS THE SAME COVER

AND RELATE TO (i) the lands and depths also desatiin Exhibit A, and (ii) production from the spiéciwells listed in Exhibit A (the
"Leases");"

Further, the un-numbered paragraph next followiagti®n 1.2(d) of the Sale Agreement is strickeitsrentirety and the follow- ing
substituted therefor:

"EXCEPTING and RESERVING unto Seller, howev- eg itroduction payment (the "Production Payment") thedpossibility of reverter
(the "Reversionary Interest") described in the #wssient, Conveyance and Bill of Sale (the "Assignteattached as Exhibit C hereto,
together with all interests in the subject mattethe Assignment, to the extent the same coveelate to lands and depths not described in
Exhibit A, or to the extent the same cover or eetatproduction from any well not specifically éstin Exhibit A."

2. Purchase Price. The first sentence of Sectiboflthe Agreement is deleted in its entirety, talfollowing substituted therefor:

"The purchase price for the Interests ("Pur- chizsee") shall be the total of (a) the sum of $13,825 (the "Closing Payment"), plus (b) the
sum of (i) all amounts payable under the ProdudBiagment, which is esti- mated to have a presdoeva $89,970,095, and (i) the Credit
Obligation (defined be- low), which is estimatechtve a present value of $ 66,017,978."

3. Credit Obligation. There is added the followmgw section:
"1.5 Credit Obligation. Buyer's obligation undeistBection 1.5 is herein referred to as the 'Ci@bitgation.’

"(a) Buyer shall pay to Seller Seventy- Five Pet¢@b%)of all nonconventional fuel income tax ctedinder Section 29 of the Code allowed
with respect to all production from the Interestsni and after the Effec- tive Date, save and exttegitproduction from the Northeast Blanco
Unit No. 479R Well



"(b) Amounts due under this Section 1.5 shall temeined as follows: not less than ten (10) daysr po March 31, June 30, September 30
and December 31 of each year ("Payment Dates")eBslyall make and pro- vide to Seller a writtefinaste of the total amount of such tax
credits attributable to gas expected to be prodéroed the In- terests during the preceding threatim@eriod, beginning initially at the
Effective Date, then thereafter beginning the diégrahe applicable one of the Payment Dates.

“(c) Buyer shall, on or before the Pay- ment Dapey, to Seller the amounts so estimated, by wanesfier as directed by Seller.

"(d) The amount due for any calendar year williadiy be based upon the preced- ing year's Se@%ocredit amount; but estimated amounts
shall be adjusted when actual production becomewkrand the In- ternal Revenue Service issuestftetibn Adjustment Factor for the
applicable calendar year (the "Adjustment Dategcleadjust- ment to estimated amounts shall becimght- ed by either Buyer paying the
appropriate additional amount to Seller or Sekdumd- ing the appropriate amount to Buyer, wittein (10) days after the first date such ad-
justment is capable of being ma

"(e) The present value of the Credit Obligatioestimated by the parties to be $66,017,978 (thectpal Balance"). The unpaid amount of
the Principal Balance shall bear interest fromEFective Date at a rate equal to One Hundred Tyweetrcent (120%) of the national Prime
Rate of interest as quoted from day to day in Ttel \Btreet Journal, compounded monthly. For suah jposes, any credit payment received
hereunder shall be applied first to the paymerstnyf accrued unpaid interest and then to reducfidimeounpaid amount of the Principal Bal-
ance.

"(f) In the event Section 29 tax credits are repedibr any period, such repeal shall not affectampunt due hereunder for production during
any calendar year preceding the calendar year iohvwgduch action is taken; provided, however, aakpéthe

Section 29 tax credits before the Adjustment Déte marticular calendar year shall affect all antsyayable hereunder attrib- utable to
production after the later of the effective dateswth repeal or January 1 of the calendar yeaegdneg the Adjustment Date; and in such
event, all affected amounts shall be immediatefiyrnded by Seller to Buyer."

4. Determination of Purchase Price. Section 6.5(b)
(3) is stricken and the following substituted tHere

"(3) Determination of Purchase Price. The purchms® under the option shall be determined witken&fice to the gas reserve quantities,
adjusted out of first production to the extent plassfor existing gas im- balances, if any, atttdthle to the Option Interests in the Annual
Reserve Report (the "Applicable Report") that guieed to be prepared and furnished to the pafdiethe December 31 preceding the date of
the Repur- chase Notice. The fair market valudef@ption Interests, or the applicable part thereebf the date of the Applicable Report,
shall be calculated by using the same cash flowdss@bunting procedures as were used in prepanmdnitial Report; howev- er, the
calculation for the Applicable Report shall usetli weighted average price received for the dadme from the Inter- ests or the applicable
part thereof during the 12onth period ending on the date of the Applicabdpdtt, (i) the severance and ad valorem tax riateffect on the
date of the Applicable Report, (iii) current opeiiagy expenses, including the "Administration Fpayable under the terms of the Manage-
ment and Agency Agreement, (iv) Seller's reasonestienate of future capital expen- ditures anda(djscount rate equal to 120% of the
national Prime Rate as quoted in The Wall Streetniid on the effective date of the Applicable ReépS8eller's purchase price, which shall be
paid in cash, for the Option Interests, or the i@atibn portion thereof, shall be the calculatdd fizarket value thereof as of the date of the
Applica- ble Report (the "Effective Date Amounttg¢duced by an amount equal to Seller's obli- gatiwster Section 6.5(b)(5), if any, but not
exceeding the Effective Date Amount and adjustesferations from that date to the Option ClosiregeDas follows:

(a) The Effective Date Amount, as so reduced, siafurther reduced by the amount of any cashveddiy Buyer as revenue for production
or proceeds resulting from casualty losses, theafasurplus equipment and similar events occutbetyveen the effective date of the
Applicable Report and the Option Closing Date; and

(b) The Effective Date Amount, as so reduced, ¢halhcreased by any expenses and capital costbpaduyer for maintaining and
operating the Interests from the effective datthefApplicable Report to the Option Closing Dateluding but not limited to normal
operating expenses and ad valorem and severares'tax

5. Certain Federal Income Tax Matters. Sectionbj.i@(deleted in its entirety, and the followindpstituted therefor:

"(b) Buyer and Seller agree that the issue pricgh®fProduction Payment and the Cred- it Obligaisatketermined under Section 1274(b)(3)
of the Code and Treasury Regula- tion Sec. 1.1ZB%3) to be equal to the excess of the agreed uparket value of the Interests which is
$166,815,218) over the amount of the Closing Payrvenich is $10, 827,145), or $155,988,073, of wah89,970,095 is attributed to the
Production Payment and $66,017,978 is allocat¢detcCredit Obligation, as determined by Schedwéj.attached hereto."

6. Annual Engineering Report. There is added theviing new section:

"6.7 Annual Engineering Report. Seller and Buydt @ach require an engineering report evaluatirgghs reserve quantities attrib- utable to
the Interests as of their fiscal years ending Ddxma81 (the "Annual Reserve Report"), Seller far plurpose of reporting the gas reserves
attributable to the Produc- tion Payment and theeRsonary Interest, if any, in its SEC filingsdaRuyer for reporting cost depletion for
income tax pur- poses. Seller will cause LaRochan@&ell & Associates, or any other independent ligfiad petroleum engineering firm
acceptable to Buyer, to prepare the Annual Redeeport and to furnish it to both parties as prognat possible after the end of e:



calendar year. The expense of the Annual ResergerRehall be borne by Seller and Buyer equally.”
7. Assignment. Section 9.1 of the Sale Agreemesitrisken in its entirety and the following substitd therefor:

"9.1 Assignment. Seller and Buyer shall executknawledge and deliver such instru- ment or instratsevhich may be necessary to give
effect to the provisions of Exhibit C, and to vése to the Interests in Buyer, and to vest inl&ditle to all rights, titles and interests extsg
and reserved hereunder.”

8. Production Payment Obligations. Section 12.1drisken in its entirety and the following substéd therefor:

"12.15 Seller's Use of Facilities and Equip- méiiipcation of Costs and Expenses. Buyer herebytgrdmargains, sells, conveys and assigns
unto Seller full, unrestricted easements for, actesnd concurrent use of all facilities, equiptraard other fixtures and personal property
which an in-terest is either acquired hereunder or which nealidreafter acquired by Buyer, including withoumtitation those of the Interes
described in Section 1.2(c) hereof (except thesaited in Exhibit A, while produc- ing from theuitland Coal Formation), and any
extension, replacement or improvement thereof giddally, a "Buyer Facility," or together, "BuyeFscilities"), without cost to Seller exce
as hereinafter provided, for Seller's use in cotioeavith Seller's production, transportation andrketing operations relating to the interests
of Sell- er excepted and reserved hereunder. Téieof@cquiring and maintaining any separate fgciéquipment or operation necessary for
Seller's use of Buyer's Facilities shall be bomlelg by Seller. Each month, the parties shall aeiee the volumes of gas attributable to each
party's interest which are served by a particulayeB Facility, and the parties shall share routiperating expenses attributable thereto
(including maintenance costs) proportionate witbhswolumes. The capital cost hereafter incurre@byer of any extension to or acquisitic
replacement or improvement of each of Buyer's Raslshall be borne by Buyer; however, applicatasts for a particular Buyer Fa- cility
shall be amortized over the useful life thereof,dodeach month thereafter in which Seller utdizeich Buyer Facility for its own interests,
Seller shall pay to Buyer a portion of the amodizests appli- cable thereto for such month, detexchby utilizing the allocation method
used for operating expenses above."

9. Exhibit B. Exhibit B is amended by substitutitgrefor The Restated Exhibit B attached hereto.
10. Exhibit C. The Assignment, Conveyance anddilbale attached as Exhibit C is amended as follows
(a) The title of the document is amended to reaest&ed Assignment, Conveyance and Bill of Saleduphout the document.

(b) Paragraph (a) of the first WHEREAS clause efAlssignment is amended to read the same as thedgpara- graph (a) of paragraph 1
above; and the second WHEREAS clause of the Assghie amended to insert immediately before thedWwdescribed" appearing in the
fifth line of that clause "and the possibility @verter (the 'Reversionary Interest’)"; the res@meaclause on page 2 of the Assignment is
amended by inserting "and the Reversionary Intemneshediately following the words "Production Paymieappearing in the second line of
the reservation clause and the heading to Sectairilie Assignment is hereby changed to read "ReddProduction Payment and
Reversionary Interest."

(c) In Section 1(b) of the Assignment, the phrel&7.608 billion cubic feet (Bcf)" is deleted, ame phrase 143,397,632 Mcf" is substituted
therefore, and the phrase "Ninety Percent (90%)¢lsted and the phrase "Seventy-Seven Percen) (1§ %ubstituted therefor. Section 1 of
the Assign- ment is amended to add a paragraphgdto which shall read as follows:

"(c) The Reversionary Interest excepted and reslamméo Assignor hereunder shall be an interestléquen undivided 75% of the Interests,
which shall automatically revert to Assignor at Besionary Payout, as here- inafter defined. 'Réweasy Payout' shall mean 7 o'clock a.m.,
local time, on the day after the day on which thmualative amount of 186,230,691 Mcfs of gas havenljmoduced from the Interests after
the Effective Time. Promptly following ReversiondPgyout, Assignee shall execute, acknowledge antivée to Assignor an assignment in
recordable form evidencing Reversionary Payoutaomd firming the reversion of the Reversionary test in Assignor. Assignee shall have
no right to pledge, encumber or otherwise burderRbversionary Interest and shall warrant in sssigament that the Reversionary Interest
is free and clear of all liens, burdens, encumtearand defects arising by, through or under Assigaed shall defend Assignor against all
persons claiming or to claim any interest in thedsionary Inter- est by, through or under Assighee

(d) In each of Sections 2(b)(i), (ii), (iii),
(iv), (v) and (vi), and in Section 2(c) of the Agisiment, the phrase "Ninety Percent (90%)" is ddletad the phrase "94.049353%" substit
therefor. In Section 2(b)(i) the phrase "(the "Rrctibn Payment Gas")" is deleted.

(e) Section 2(b)(vii) is deleted in its entirety.

(f) Section 2(b)(viii) is renumbered as Section
2(b)(vii).

(9) The fourth from the last sentence of Sectias deleted in its entirety.

(h) There is added the following to the enc



Section 2(c)(i) of the Assignment:

"provided, however, expenditures for capital prtgetot anticipat- ed in the Initial Report shaleebe charged to the Production Payment
Account."

(i) The $153,463,018 amount set forth in the tiiicin the last sentence of Section 4 is deleted $&%970,095 substituted therefor.
(j) Section 4 is amended by adding at the end tiehe following:

"The Production Payment shall be payable soleljnfppoduction from the gas pro- duced from or atiti@le to the Inter- ests and the
proceeds thereof. Accordigly, the amount of any balance in the ProducBayment Account at the end of a calendar montletlwtannot b
paid out of the proceeds of production shall beiedrover; however, such balance shall only be lpi@yfiom the gas pro- duced from or
attributable to the Inter- ests and the proceedstf, if any."

(k) The Assignment is amended to provide for a pavagraph 12 that reads, "Any interest created betreceived by either party thereun
that has not vested or has failed to vest in sacty pvithin twenty-one years less one day afterdibath of the last surviving descendant of
Joseph P. Kennedy (father of past President JoKerthedy) living at the execution hereof, shalirterate."”

(I) The Assignment is amended to provide for a panagraph 13 that reads the same as the quotddrb5&2t15 set forth in paragraph 8
hereof but substituting "Assignor” for "Seller" atiksignee" for "Buyer" and substituting "paragrapbf the first WHEREAS clause" for
"Section 1.2(c)."

11. Exhibit D. The Management and Agency Agreemadiached as Exhibit D is amended as follows:

(&) The title of the document is amended to reagst&ed Management and Agency Agreement," throughewocument.
(b) The second "WHEREAS" Clause is deleted inritirety.

(c) The third "WHEREAS" Clause is deleted in itdimty, and the following substituted therefor:

"WHEREAS, the parties have agreed that the Compalhgssist Owner in its administra- tion of thedrests and its fulfilment of
obligations under the Purchase Agreement and tegyAsent (collectively, the 'Operative Documerits’).

(d) The following phrase is added to the end of
Section 2(a):

"provided, however, that without the specific waittauthorization by Owner, the Company may notgaltdi Owner for any expenditure
attributable to any one project in excess of $90,00

(e) Sections 2(b), 2(d) and 2(f) are deleted irir thitirety.
() The remaining subsections of Section 2, as aleeénare appropriately relettered.
(9) The word "and" is inserted between the wordie¢able” and "paid" in the eleventh line of Sentié(b)(i).

(h) Section 5 is amended by deleting the phrasaeti Percent (90%)" and "Ten Percent (10%)" arzsstuting therefor the phrases
"94.049353%" and "5.950647," respectively, and bleting the phrase "retained or" in the last sergdhereof.

(i) Section 6 is deleted in its entirety, and thiofwing substituted therefor:

"6. Term and Termination. Without affecting theightions of the parties which accrue during thenteereof (which shall continue in effect
whether or not this Agreement is subsequently teseid), this Agreement may be terminated (a) by @wat any time upon 30 days prior
written notice, and (b) by the Company, (i) at &éimye upon 30 days prior written notice, if eithéitlee Operative Documents is terminated or
cancelled, (ii) at any time, if Owner shall failgpay any amount due and owing to the Company hdexwr under either of the Operative
Documents, or (iii) on or after the Production PaptTermination Date."

(j) Section 8 is amended by adding the phraset'nbtito exceed the sum of $90,000 during any ciequarter" to the end of the third from
the last sentence thereof, and by deleting thekassentences thereof in their entirety and stuistg the following in their stead:

"Advances may be recovered by the Company astgfissnent when the Operating Account has a cregivsitive balance; however, on
March 31, June 30, September 30 and December &4cbfyear, Owner shall repay to the Company allaides not so recovered during the
preceding calendar quarter, together with intevashe average daily balance of the unrecoveredrambs during such calendar quarter a



national Prime Rate of inter- est quoted day toidayhe Wall Street Journal for such calendar aarart
(k) Section 10 is stricken in its entirety.
() Section 11 is stricken in its entirety, and thowing substituted therefor:

"10. Distribution of revenues. All previous- ly usttibuted revenues in the possession of the Compainich are attributable to Owner's
interest in the Properties shall be distributedigyCompany to Owner on or before March 31, Juné&aptember 30 and December 31 of
each year, to the extent re- ceived by the Comgairnty (30) days or more prior to the date of disition."

(m) The remaining sections are appropriately rerenexdb.

12. Exhibit F. The Mortgage is amended by striking
Section 4.2 thereof in its entirety.

13. Schedule 6.7(b). Schedule 6.7(b) is amendedd®nsignating such schedule as Restated Scheé(ibg &nd by substituting therefor the
Restated Schedule 6.6(b) attached hereto.

14. General. Wherever in any Exhibit or Scheduleresce is made to the Agreement, the same is addondead "the Agreement, as herein
restated and amended.”

15. Legal Effect. The changes effected by this aimemt are effective as of the Effective Time anthulie same force and effect as if they
had been included in the Agree- ment from inceptidhother provisions of the Agreement shall rema effect as previously written.

Executed as of the day and year first above written
DEVON ENERGY CORPORATION (NEVADA)
By:

William T. Vaughn
Vice President

DEVON ENERGY CORPORATION

By:
William T. Vaughn
Vice President

NORFOLK SOUTHERN CORPORATION

By:
James A. Hixon
Vice President

NS GAS PROPERTIES, INC.
By:

James A. Hixon
Vice President

NORFOLK SOUTHERN PROPERTIES, INC.
By:

James A. Hixon
Vice President
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