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GAS PURCHASE AGREEMENT

THIS AGREEMENT, made and entered into as of the 6 th day of
December, 1960, by and between YATES PETROLEUM CORPORATION hereinafter
referred to ac “Seller", and TRANSWESTERN PIPELINE COMPANY, herein-
after referred to as "Buyer”,

EREAS, Buyer owns and operates a natural gas pipeline
system generally extending from the gas producing areas of West Texas,
the Panhandle of Texas and Oklahoma, and New Mexico to California:
and |

WHERYAS, Seller owns or controls oil, gas and mineral
leaseholds andor lands in Atcka Field, Eddy County, New Mexico,
which leaszholds and/or lands are déscribed in Exhibit "A" attached
hereto and wade a part hereof, and from which Seller desires to
sell natural gag, and Buyer desivres to purchase same for a portion
of the requirenents of its natural gas pipeline transmission system;
and

WHEREAS, the parties hereto have agreéd that, except where
the context otherwise indicates another or different meaning or intent,
the following terms are intended and used herein and shall be construed

to have meanings as follows:



l. The term "day" shall mean a period of twenty-four (24)
consecutive hours beginning and ending at seven o'‘clock a.m. Central
Standard Time.

2. The term "month" shall mean a period beginning at seven
o'clock a.m. on the lst day of a calendar month and ending at seven
o'clock a.m. on the 1lst day of the next succeeding calendar month.

3. The term "year" shall mean a period of twelve (12) months
beginning on the day on which the delivery of gas to Buyer is com=-
nenced hereunder or any anniversary of such date.

4. The term “gas" shall mean natural gas, including both gas
well gas and casinghead gas, and the residue has therefrom, of mer-
chantable quality as described in Article VIII hereof.

5. The term "MCF" shall mean one thousand (1,000) cubic feet.

6. The term "Seller's Gas Reserve" shall mean the estimated
total quantity of economically recoverable gas which will be available
for delivery to Buyer hereunder, contained in the formations or
reservoirs which underlie the leaseholds and/or lands owned or con-
trolled by Seller, described in Exhibit "A" hereof, on the date of
any estimate or determination of Seller's Gas Reserve, plus the total
quantity of gas theretofore delivered by Seller to Buyer under this
Agreement.

7. The term "Seller's Delivery Capacity" shall mean the maxi-
mum quantity of gas which can be withdrawn (subject to any valid
-rules, orders and regulations of any State or Pederal regulatory
body) daily from the leseholds and/or lands of Seller covered by
this Agreement and which is available for delivery to Buyer at the
point or points of delivery hereunder at the pressure provided for
in Article v hereof. ,

- 8. The term “"Daily Contract Quantity" shall mean the quantity
of gas per day, averaged over each year, which Buyer is required, by
the provisions of Paragraph 1 of Article III hereof, to purchase from
Seller hereundex.

NOW THEREFORE, in consideration of the premises and the
mutual covenants and agreements herein contained, the parties hereto

do hereby ccvenant and agree as follows:



I. PRECEDENT CONDITIONS AND SCOPE OF AGREEMENT
1. 7his Agreement is subject to the followiné précedent
conditions:

{(a) The obtaining by Buyer on or before March 31, 1961,
of such ertificate of Public Convenience and Necessity from the
Federal Power Commission as may be required for the construction and
operation of the additions to Buyer's natural gas pipeline systen,
g0 that Buyer may extend such facilities into Eddy County, New Mexico,
for the volumes of gas to be purchased from‘Seller hereunder, such
Certificatez of Public Convenience and Necessity to be in form and
on terms and conditibns satisfactory tp Buyer.

{r} The obtaining}by Sellgr on or before March 31, 1961,
of’spch Certificates of Public COnQenience ané ﬁecessity from the
Federal Power Commlission as may be rgquired in form and on terms
and conditions satisfactory to Seller, |

If any of the conditions set forth in Subparagraphg (a) and
(b) above shall not have been complied with by the timélséecified
for such condition, then either party hereto shall h;ve the right at
any time thereafter and prior to-the time such condition has been
complied with to terminate this Agreement by sérving written notice
of such termination upon the pther party and if such condition or
conditions are not satisfiled wighin thifty (30) days after the re-
ceipt of said notice, then this Agreement shi;l‘termingte and both

parties shall be relieved of any liability hereunder.



In securing authorizations, permits, consents, approvals, or
any other action required to be taken by ahy regulatory body pursuant
to the conditions set forth above, each party hereto shall have the
right to file and prosecute any such applications in such manner as
such party deems, in its own good faity judgment, to be in its best
interest and, to that end, may file whatever petitions, pleadings,
motions (including motions for dismissal) and appeals as it may consider
. desirable.

2. subject to all of the terms, conditions and limitations
herein set forth, Seller agrees to sell and deliver or cause to be
delivered_to Buyer, and Euyer agrees to purchase and receive from .
Seller, gas in the quantities hereinafter provided, which mey be
produced from the reservoirs underlying the oil and gas leaseholds
and/or lands which Seller now owns or controls as described in Exhibit
"A" attached hereto. |

3. sdbject to the provisions of Paragreph ; of this.Article I,
each of the parties hereto agrees to proceed with due diligenee in a
good faith effort to obtain such govermental authorizations and Certi-
ficates of Public Convenience and.Necessity as may be required_to permit
the performanoe of this Agreement. Upon receipt‘and_occeétenoe»by both
parties of the govermental authorizations and certificates referred to
in_éoragraph 1 of thie_Arric;evI, Seller agreee'ro'commence and prosecute
with due diligence the eonstruot;on fo §u¢§ f&eilrtiee'that maydbe neces-
sery to enable Seller to deliver at the poinfior éoints.of‘delivery‘here-

inafter specified the quantities of gas contemplated by this Agreement



and Buyer agress o coimence and prosgecute with due diligence the
construction cof Buyer's system and such facllities as are necessary to
enable Buyet to recelive such deliveries of gas at said point or points
of déliveryo The delivery of gas hereunder shall commence on the date
on which both the facilitlies of Seller and the system and facilities
of Buyer are completed and ready for operation.

4. sSeller shall furnish Buyer with complete data regarding the
productive status of each leaseheld or tract of land described in said
Exhibit "A", and Seller agreess to keep Buyer informed as to any addi-
tions toc ox reductions of the 1easehélds and/or lands covered by this
Agreement and any substantizl changes in the productive status of any
such leaseholds and/cr lands.

5. Pyrior to the date of initial delivery of gas hereunder, Buyer
and Seller wili 2gree on the total quantity of recoverable gas original-

ly in place under the lzaseholds and/or lands covered by this Agreement.

3

£

Not less than ithirty (30) days prior to esach anniversary date of the
initial delivery of caz agdas this Agreement, Seller shall furnish Buyer
wiﬁﬁ a written estimate of Sellexr’s Gas Reserve'as of such anniversary
date. If Buyer fails to give Seller written notice»that Buyer questions
any such estimate within thirty (30) days after Buyer's receipt of same,

.

it shall b= c usively presumed that Buyer concurs therein. If Buyer

o)
k.-.ul

A5

and Seller are unables €

Q2

agree upon the initial estimate or if Buyer ques-

tions any subseguent estimate by gilving written notice to Seller within



eriod, and Buver and Seller are unable to agree

4

said thirty {0} dav

W

upon the quamn ity ¢ Sellexr's Gas Reserve. then the determination of
the quantity « £ sucl re:rerre shall be submitted to and determined b&
arbitration i: the ranncry jrovided ‘n Article XVI hereof. Each such
estimate or d: termiiaticn, 2s the cfse may be, shall be effective as
of the annive: sary ¢ate for which i{ is made or the date the same is
concurred in Ly Buycr or determined by arbitratidn, whichever shall
occur later, and shell remein in efiect until superseded by a later
estimate concurred in by Bryer or ty a determination by arbitration.
6. Seller eh:ll, vith due diligence, develop the lands and lease~

holds subjsct tc this 2grecment in a2 srillful and reasonably prudent
manner to the znd that Sellsr’s Delivery Capacity shall be maintained
at a volume nct less thsn cne hundred fifty per cent (150%) of‘the
baily Contr&at Quantity in sffect from time ti_time upder the provi-

sions of Ariticle IIX hexr=cf.

perigeey

II. RESERVATIONS CF SEILER

1. 3eller jereby cxpressly reserves tvnto Seller and unto Sel-
ler's successors and assigrs the following rights with respect to the
gas reserves committed by Sz2llsr to Buyesr, tocether with sufficient
gas produced from such gas reszrves toc satisfy such rights:

{2} To operate Seller’s oil and;gas producing proper-
ties free from any control by Buyer ir such manner as Sel-
lex, in Seller's sole discretion, may deem advisable,

including without limitation the right, but never the obli-
gation, to drill new wells, to repair and rework old wells,



renew or extend, in whole or in part, any ©il and gas lease
dedicated to Buyer, and to abandon any well or surrender any
such oil and gas lease, in whole or in part, when no longer
deemed by Seller to be capable of producing gas in paying
quantities under normal methods of operation. Seller shall
not be liable for or by reason of any title failure, sub-
Jject, however, to Seller‘s warranty of title covering gas
delivered and paid for under this Agreement.

{b) Seller or others permitted by Seller shall have
the right to process, or to have processed for it, by con-
ventional separation, compression, absorption or other
‘means gas produced from the oil and gas leases covered by
this Agreement prior to delivery hereunder and to remove
any constituent other than methane, and shall also have
the right to remove such methane as is necessarily removed
from the gas in the process of removing other constituents
together with sufficlient gas for fuel for such processing; -
Provided, further, that Seller shall not by such processing
reduce the total heating value per cubic foot below one
thousand (1,000) BTU's and provided that thereby the gas
will not be rendered incapable of meeting any of the qual-~
ity specifications hereof. B2Any liquids or other constitu-
ents removed prior to the delivery of gas to Buyer shall be
the sole property of Seller.

{(¢) To use gas produced from the oil and gas leases
for developing and operating Seller's oil and gas leases
committed hereto in the field in which the gas is produced
for the operation of Seller's pipelines, water stations,
camps and other miscellaneous uses incident to the opera-
tion of such leases, and to fulfill obliqations to Seller's
Lessors therein.

(d) To use gas produced from the oil and gas leases
in any particular field covered hereby for cycling, repres-
suring or pressure maintenance for such leases covered here-
under; provided, however, if as a result of such use Seller
is thereby rendered unable to deliver to Buyer the then ap~
pilicable Daily Contract Quantity hereunder, the term of
this Agreement shall be extended beyond its primary term until
Buyer has thereafter purchased from Seller the total quantity
of gas which would have been sold and delivered hereunder
during the primary term hereof at a rate of withdrawal in



accordance with Paragraph 1 of Article III hereof in the
absence of such uses of gas as reserved by Seller in this
subsection (d).

{(e) To pool, combine, and unitize any of Seller's oil

and gas leases with other properties of Seller and of

others in the same field, and to alter such pooling, com-

bination or units, in which event this Agreement will

cover Seller's allocated interest in unitized production

insofar as such interest is attributable to the oil and

gas leases committed hereunder. Seller shall give notice

in writing to Buyer of any change contemplated by ‘this

subparagraph as is deemed material to this Agreement, and

Exhibit "A" hereof shall be considered as having been

amended accordingly.

2. Seller shall not be required to retain or keep in good stand-
ing by payment of delay rentals or otherwise oil and gas leases covered
hereunder which in its. judgment have been condemned by development,
and Seller may abandon any well or surrender any oil and gas lease when

it so desires.

3. Sseller agrees not to sell to any other party o:”parties
any gas produced from the committed reserves during the}term_hereof
without ﬁhe written consent of.Buyer.' |

| 4. Any assignment of subleése by Seliértof any oil‘and_gas
lease or any gas rights hereunder committéd hereto éhali be madé ex-
pressly subject to the pro#isions_of this Agreement to the gxtent_that

such oil and gas lease or gas rights are committed hereunder.

III. QUANTITY OF GAS
1. (a) subject to the provisions of this Agreement, Seller

agrees to sell and deliver to Buyer and Buyer agrees to take and pay



for, or pay for if available and not taken, the Daily Contract Quan-
tity hereinafter provided for, averaged over each year of the term of
this Agreement. Except when increased or decreased pursuant to the
provisions of Subparagraphs (b) and (c) of this Paragraph 1 of Article
III, the Daily Contract Quantity shall be a quahtity equal to one
thousand (1,000) MCF for each'ten millien (10,000,000) MCF of gas
contained in Seller's Gas Reserve as same shall be from time to time
mutually agreed upon by Buyer and Seller, as provided in Paragraphs

4 and 5 of Article I of this Agreement. The Daily Contract Quantity
thus initizlly determined is hereinaf;er referred to as the "Original
Daily Contraci Quantity."

(b} Tf at any time during the term hereof #he quantity of
gaé in Seller's Gas Reserve on the last previous anniversarf of the
date of initial delivery of gas under this Agreement, aé shawnvby
the estimate or determinaticn thereof then in effect in accordance
with the provisionsg of Paragraph 5 of Article I hereof, shall ex-
ceed or shall be less than a quantity equal to tgn millipn (10,000, 000)
MCF of gas for each one thousand (1,000) HCF of the Daily COntract
Quantity of gas then in effect under the provisions of this Para-_
graph 1 of Axrticle III, then the Daily cOnt:act Qu;ntity of gas shall
be increased or decreased, as the case may be, to a quanéity of gas
‘equal to one thousand (1,000) MCF for each ten million (10,000,000)

MCF of Qas so estimated or determined to be contained in Seller's



Gas Reserve on such anniversary date of this Agreement; provided
that
(1) If Seller‘'s Delivery Capacity (unless

Reduced by force majeure as hereinafter defined)

is then less than one hundred f£ifty per cent

(150%) of the Daily Contract Quantity of gas thus

determined, such Daily Contract Quantity of gas

shall be reduced to a quantity equivalent to two-

thirds (2/3rds) of Seller's Delivery Capacity,

and

(L) the Daily Contract Quantity shall

never, without the mutual consent of the parties

hereto, exceed two hundred per cent (200%) of

the Original Daily Contract Quantity.

(e} If at any time Seller's Delivery Capacity shall be
less
less than one hundred fifty per cent (150%) of the Daily Contract
Quantity of gas then in effect hereunder (and such condition shall
not be the result of cause force majeure as hereinafter defined),
then at the option of Buyer the Daily Contract Quantity of gas then
in effect hereunder shall be reduced in proportion to the reduction .
in Seller's Delivery Capacity below a quantity equal to one hundred
£ifty per cent {150%) of such Daily Contract Quantity of gas; and
thereafter such reduced Daily Contract Quantity of gas shall be in
effect unless and until further reduced or increased in accordance
with the provisions Qf this Paragraph 1 of Articlg I;I.

2. seller's Delivery Capacity shall be determined at least

twice each year by actual measurements and calculations and shall

~10=-



be estimated or calculated for each month in the months in which no
actual tests were made, using the result of the last actual test as
the basis of the estimation.

3. Seller recognizes that due to opersating conditions, vary-
ing market demands and the difficulﬁy of apportioning receipts of
gas from various soﬁrces, Buyer may not be able to take gas from
Seller during any definite period at exactly constant rates. Buyer
shall, however, to the best of its ability maintain as nearly a
constant rate of takings of the quantities provided for in Para-
graph 1 of this Article III as practicable and shall balance defi-
cient takings from Seller under this Agreement by an excess.of tak-
ings from Seller hereunder as soon as practicable aftér é#ch variations
shall have occurred and shall have been ascertaiﬁed; and Buyer may
balance excess takings from Seller hereunder by curtailed takings
fromhsellervhereunaer, Nothing herein ¢ontaiﬁe§ shall preveﬁt Buy-
er from purchasing from Seller hereuﬁder at any time and from time
to time quantities of gas greater than‘the Daily CQntractléuantity
thén in effect hereunde:: provided that Seller shali not be obliga-
ted to deliver in any day a quantity of.gasvin excess of one hundred
fifty per cent (150%) of such‘Daily Cthract.Quaqtity then in effect

hereunder.

~11-



4. 1In thé event Buyer is required by the provisions of tﬁis'
Agreement to pay Seller for a quantity of gas which Buyer shall not
have actually taken during any year of the term hereof, then Buyer
may make up for such deficient takings during the next succeeding
year or years of the term hereof by applying against such deficien-
cy the gas taken during such succeeding year or years in excess of
the average daily guantity of gas Buyer is obligated to take or pay
for during such year. Buyer shall not bé regquired to pay Seller
for gas applied in any vear against a deficiency which shall have
arisen during the previous year and for which payment shall already
have been made. provided thag Buyer shall pay Seller any differen=-
tial in price between that upon which payments'were made and that
applicable at the time of taking the gas. | |

5. Buyer agrees that if at any time or times during the term
of this Agreement the Daily Contiact Quantity provided for in Para-
graph 1 of Article III hereof sﬁall be sufficiéng ;q enable Seiler
to protect Seller’'s oil and gas 1e§ses covered}hy this Agreenent
from drainage by other oﬁerators producing gas from the same common
reservoir or reservoirs, then during the period of time_sucﬁ condition

exists the Daily Contract Ouantity shall be increased by such additional

=12~



quantity of gas as is necessary to enable Seller to prevent such
drainage; provided, however, that in no event shall such Daily Con-
tract Quantity be increased to a quantity in excess of the allowable
rate of production for the wells covered by this Agreement as estab-
lished by the regulatory board or agency having jurisdiction, and
provided further that this shall not be construed as obligating Buy-
er to protect Seller against any drainage occurring prior to the ini-
tial delivery of gas hereunder.

6. It is understood and agreed that nothing in this Agreement
shall be construed to require Seller to sell and deliver to Buyer or
to require Buyer to purchase and receive from selle:'or pay Seller
for a quaﬁtity of gas iﬁAexcess of the total quanfity éf.gas pér day
which the wells on the oil and gas leagehqlds and/or lands covered by
thishagreement aré capable of producing,intq ﬁuyerfsrline, ﬁhen pro-
duced at their respective rates of flow qndef the4appli¢asle rules,
regulations and orders of regulatory bodies_h&ving_jurisdigtion and

in accordance with good engineering practices.

IV. POINT OF DELIVERY
1. The point of delivery of the gas to be delivered by Seller
to Buyer hereunder shall be at the inlet of Buyer's facilities at or

near each of Seller's wells covered by this Agreement.

~13-



2. As between the parties hereto, Seller shall be in control
and possession of the gas deliverable hereunder and responsible for
any injury or damage caused thereby until the same shall ﬁave been
delivered to Buyer, after which delivery Buyer shall be deemed to be
in exclusive control and possession thereof and reaponsible for any
injury or damage caused thereby.
V. PRESSURE
1. The gas to be delivered hereunder shallkbe delivered by

Seller at the point of delivery specified in Article IV hereof at
such pressure as may be requested by Buyer, but not in excess of eight
hundred fifcy (850) pounds per square inch gauge, so long asISeller's
wells areqapablequ delivering gas ét such requésted pressﬁ¥e.

| Neither Seller norABuyer shall be obligafed t9 1nst§11 or
operate_éomgrgssionvfacilities in épder to deliver or,receivé géé here-
under, but either Seller or.Buyer may do so at its.OPtipn. | |

_'2.}'891ler shall make repqrts to Buyer, as §££e§ é# may be nec~
gséary in practice, §f the pfeséure at which the gas is being delivered
hereﬁnhef and the rate of such deliveries. Seller shall have agents
or empioyees available at all times to receive‘f:om Buyer's dispatchers
advices #nd requests for éhanges in thg_rates of dclivery.of éas here-

under as required by Buyer from time to time.

-14~



VI. MEASURING STATIONS

1. Buyer shall install, maintain and operate, at Buyer's own ex-
- pense, at or near the point of delivery, measuring facilities by which
the volume of gas delivered hereunder shall be measured. Seller, in
80 far as Seller's leasehold rights enable it to do so, will furnish
Buyer sites for its measuring facilities. Orifice meters shall be in-
stalled, maintained and operated and volumes computed in accordance
with Gas Measurement Committee Report No. 3, including the Appendix
thereto, dated April, 1955, of the American Gas Association. Seller
vshall have access to such metering equipment at reasonable hours, but
the reading, calibrating and adjusting thereof and the changing of
charts shall be done on;y by Buyer.

2. Sseller may install, maintainvand_operate, at4ite.ewn expense,
such\pressure regulators and check measuring equ;pment_as}it shall de-
s;re end_Seller, to the extent that Seller hes tﬁeiight te do 80,
hereby grants to Buyer the right to install, maintain»and operate
Buyer 8 measuring equlpment in the area of Seller s check measuring
station or stations, provided that such equipment shall be 8o installed
'as_poe‘to interfere with the operation of Seller's check measuring
equipment. Buyer shall haee aecess to'such.eheck measu;ing equiément
at reasonable hours, but the reading, calibretipg and adjusting thereof

and the changing of charts shall be done only by Seller.

-15=



3. EBach party shall have the right to be present at the time-
of any installing, reading, cleaning, changing, repairing, inspecting,
testing, calibrating or adjusting done in connection with the other's
measuring equipment used in measuring deliveries. hereunder. The recordé
from such measuring equipment shall remain the property of their owner,
but upon request each will submit to the other its records and charts,
together with calculations therefrom, for inspection and verification,
subject to return within ten (10) days after receipt thereof.

4. In the event a meter is out of service, or registering inac-
curately, the volume of gas delivered hereunder shall be estimated:

(a) By using the registration of any check meter or
meters if installed and accurately registering, or in
the absence of (a);

(b) By correcting the error if the percentage of error
is ascertainable by calibration, test or mathematical
calculation, or, in the absence of both (a) and (b),
then;

‘{c) By estimating the quantity of delivery by de~ -
liveries during periods under similar conditions when
the meter was registering accurately.

5. At least once each month Buyer shall verify the accuracy of
Buyer's measuring equipment and Seller shall verify the accuracy of
its check measuring equipment. If either party shall notify the other
that it desires a special test of any measuring equipment, the'parties
shall cooperate to secure a prompt verification of the accuracy of such

equipment. If either party at any time abserves a variation between

the delivery meter and the check meter, it will promptly notify the



other party thereof and both parties will then cooperatg to secure an
iﬁmediate verification of the accuracy of such eqnipmentb.mﬁach party
shall give to the other notice of the time of all tests of meters rea-
sonably in advance of the holding of such teets in order that the other
party may conveniently have its representative present.

6.} If, upon test, any measuring egquipment, including recording
calorimeter, is found to be in error not more than two per cent (2%),
previous records of such equipment shall be considered accurate in
computing deliveries hereunder but such equipment shall be adjusted
at once to record accurately. If, upon test, any measuring equipment
sball be found to be inaccurate by an amount‘exceeging twp\per cent
(29%), at a recording corresponding_to the averagg.hoﬁrly rate of'flqw
fo: the peripd_sincg the last preceding test, then anprrev;qua record-
ings oflsuch equipment shall be correcfed to zero error forlény period
which is known definitely or agreed upon, but in casé the perio& is
n6£ known definitely or agreed upon, suéh cqr:gcﬁion shgll be for a
period extending over one-half (1/2) of the time elapsed gincé the date
of ;aséltest, not exceeding a correction périp@ qf sigteen (16) dpys.

7. Each party shall preserve for a period of at leas£ five (5)
years all test date. charts_and cher simiiar répordsé |

VIII. MEASUREMENTS

1. The sales unit of the gés deliverable hereunder shall be

one (1) MCF of gas.



2. The volume of the gas delivered hereunder shall be deter-
mined as follows:

- (a) The unit of volume for the purpose of measurement
shall be one (1) gubic foot of gas at a base temperature of
sixty degrees (60 ) Fahrenheit and at a base temperature of
fourteen and sixty-five hundredths (14.65) pounds per square
inch absolute with correction for deviation from Boyle's Law.
Computation of volumes, including the deviation from Boyle's
Law, shall be made in accordance with applicable law.

(b) The average absolute atmospheric pressure shall be
assumed to be thirteen and one tenth (13.1) pounds to the
square inch, irrespective of actual elevation or location of
the point of delivery above sea level or variations in such
atmespheric pressure from time to time.

(¢) The temperature of the gas passing the meters shall
be determined by the continuous use of a recording thermometer.
s0 installed that it may properly record the temperature of
the gas flowing through the meters. The arithmetical average
of the temperature recorded each twenty-four (24) hour day
shall be used in computing gas volumes for that date.

(d) The specific gravity of the gas delivered hereunder
shall be determined by spot test method made with an Edwards
type of gas balance, or by such other method as shall be
agreed upon between the parties. The specific gravity of the
gas delivered hereunder shall be determined once monthly, or
as much oftener as is found necessary in practice. The regu-~
lar monthly test shall determine the specific gravity to be
used in computation for the measurement of natural gas de-
livered, until the end of such month or until changed by
special test; the special test to be applicable from the
day made through remaining days in such month. -

-18~



VIII. QUALITY OF GAS
l. Seller agrees that:

(a) The gas delivered hereunder shall have a total heat=-
ing value of not less than one thousand (1,000) British ther-
mal units per cubic foot. 1In the event that the total
heating value of the gas tendered for delivery hereunder
falls below one thousand (1,000) British thermal units per
cubic foot, Buyer shall have the option (i) to refuse to
accept said gas so long as said heating value remains below
one thousand (1,000) British thermal units per cubic foot,
or {1i) to continue to accept delivery of said gas, in which
case a reduction shall be made in the total amount which Buy-
er would otherwige pay for gas delivered hereunder during such
month if the total heating value were one thousand (1,000)
British thermal units or above. The amount to be deducted
shall be determined by multiplying said amount so otherwise
payable by a fraction, the numerator of which is the deficien~-
cy in total heating value per cubic foot below one thousand
{1,000) British thermal units and the denominator of which
is one thousand (1,000). Such deduction shall be reflected
on the bill rendered for such month and the net amount is
the total amount t0 be paid by Buyer for that month.

(b) The total heating value of the gas in British ther-
mal units per cubic foot shall be determined by Seller at in-
tervals of not more than ninety (90) days by means of some
approved method of general use in the gas industry. Buyer
shall have the right to determine, at such time or times as
it may desire, the total heating value of the gas in British
thermal units per cubic foot by means of some approved method
of general use in the gas industry. Each party shall con-
duct at its expense the test or tests made by it. Bach par-
ty shall give to the other notice of the time of all tests
for determining the British thermal unit content of the gas
to be conducted by such party reasonably in advance of making
the test in order that the other party may conveniently have
its representative,present. Should there be any material
variance between tests by Buyer and by Seller, a joint test
will be run and will be controlling, effective from the first
day of the calendar month preceding such joint test. The
British thermal unit content per cubic foot shall be deter-
mined for a cubic foot of gas at a temperature of sixty degrees
(60°) rahrenheit when saturated with water vapor and at an ab-
solute pressure equivalent to thirty inches (30") of mercury at
thirty-two degrees (32°) PFahrenheit.
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2. 8eller agrees that the gas delivered hereunders

(2) 3Shall be pructically free of water, hydrocarbons
in the liquid phase, impurities and other objectionable sub-
stances. and Seller agrees to use evary reasonable effort to
keep the gas entirely free from such liquids and objectionable
substances through utilization of drips and conventional
mechanical separators installed by Seller adjacent to the
wellhead and upstream from the delivery point.

(b) shall be commercially free from hydrogen sulphide
and shall not contain more than one (1) grain of hydrogen
sulphide per one hundred (100) cubic feet of gas as detere
mined by quantitative test after the presence of hydrogen
sulphide has been indicated by qualitative test, which shall
consist of exposing a strip of white filter paper recently
moistened with a solution of one hundred (100) grains of lead
acetate in one hundred {(100) cubic centimeters of water to
be exposed to the gas for one and one-half (1-1/2) minutes
in an apparatus previously purged, through which the gas is
flowing at the rate of approximately five (5) cubic feet
per hour, the gas from the jet not impinging upon the test
paper, and which qualitative test shall be deemed to be satis-
factory, if, after this exposure, the test paper is found not
distinctly darker than a second paper freshly'moistened with
a solution not exposed to the gas.

(c) ~ Shall not contain more than twenty (20) grains of
total sulphur per one hundred (100) cubic feet of gas.

(d) shall not contain in excess ofs

(i) Three per cent (3%) by volume of carbon
dioxide;

(1i) One per cent (1%) by volume of oxygeny or

{(iii) Two~tenths (0.2) gallons per MCF of gas, of
those certain liquefiable hydrocarbons come
monly referred to as natural gasoline, as
determined by absorption methods as pre~
scribved from time to time by the Natural
Gasoline Association of America.,

T4
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3. Except as otherwise specifically provided to the'contrary in
thig Article VIiI, all measurements of gas required in determining
quality specifications in this Article VIII shall be at a temperature
of sixty degrees (60°) Fahrenheit and at an absolute pressure of
fourteen and seventy<three hundredths (14.73) pounds per square inch.
In addition to meeting the above gpecifications, the gas delivered
hereunder shall be commercially free from dust, gums, gum forming
constituents, oxr other liquid or solid mattex which might become
separated from the gas in the coursge of transportation through

pipelines.

IX.  PRICE
1. Subkject to the provisions of Paragraph 2 below, the price

to be paid Ly Buyer to Seller for gas delive;gd to Buyer hereunder

shall be as follows:

16.0¢ per MCF f£rom the date of initial delivery of gas
hereunder to September 1, 19633 ’

1.8¢ per MCF from September 1, 1963, to September
1, 1969;

27.2¢ per MCF from September 1, 1969, and thereafter.
2. BAny sales, transactions, occupations,  service, production,
severance, gathering, transmission, export and excise tax. assesgsment

- or fee levied, assessed or fixed by the United States or any State or
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other governmental. authorily and taxes of a similar nature or equiva-
lent in effect (not including income, excess profits, capital stock,
franchise or gencsral proparty taxes) in addition to or greater than
those, if any, being levied, assessed or fixad“on the date hereof, in
respect of or applicable to the gas to be delivered by 8eller to Buyer
hereunder and which Seller may be liable for during any month either
directly or indirectly through any obligation to reimburse others, are
hereinafter collectively referred to as an "additional tax“. It is ex~-
pressly understood and agreed between the parties that there shall be
added to the pricea provided for in this Article IX, so long as the
additional tax shall be in effect, an amount per MCF sufficient to
reimburse Seller for seven-eighths (7/8ths) of such additional tax.

In the event all or any part of such liability of séller is not deter-~
mined or not determinakle by the end of any month, then sqch addition~-
al amount per MCF required in respect of such_liab;lity not determined
or determinable shall be set iorth for all such moﬁtha 1n,£h9 billing

for any month in which such amount or amounts are determined.

X. BILLING

1. Buyer shall render to Seller, on or before the tenth (10th)
day of each month, a statement showing the volume of gas delivered here-
under by Seller, or for which payment is due hereunder, during the pre-

ceding month. Buyer agrees to make payment to Seller on or before the
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twenty~-£ifth (25th) day of each calendar month for all gas delivered or
for which payment is dGue hereunder.

2. Each party shall have the right at reasonable hours to examine
the books, records and charts of the other party to the extent necessary
to verify the accuracy of any statement, charge or computation made pur-
suant to the provisions of any article hereof., If any such examination
reveals any inaccuracy in any billing theretofore made, the necessary
adjustment in such billing and payments shall be promptly madejy provided |
that no‘adjnstment for any billing or payment shall be made after the
lapse of one (1) year from the rendition thereof.

3. 1If after commencement of deliveries hereunder Buyer shall
fail in aﬁy vear of the term of this Agreement to take the quantity
of gas Buyer is obllgated to téke under thelproviaions pf Article
III of this Agreement, then Buyer shall, within ninéty (90) days af-
ter the end of such year, send a statement to Seller shawing‘the_ ‘
amount due Seller by reason of such deficient tdkings‘and Bnye; shall
make payment to Seller withiﬁ fifteen (15) days after delivery of such
statemgng. in the manner set forth in Paragraph 1 of this Article X,
at the weighted average price per Mcf inkeffect he:eﬁndar_dn:ing the
year in which such deficiency arose, computed on the volumes delivered
during the year and at the price applicable gq such volunes at the time
p£ de1ivery thereof. In computing the amount due Seller for any defie

ciency in takings by Buyer occurring during any year, the following
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Quantities shall be deducted from such deficiency:
{a) The total of the quantities of gas which Buyer
requests (up to a daily maximum of one hundred £ifty per
cent (150%} of the Daily Contract Quantity) and vhich

Seller fails to deliver on any day or days during such
year.,
(b) The total of the quantities of gas which Buyer
is unable to take on any day or days during such year by
reason of force majeure as defined in Article XI hereof,
(c) The total of any deficiency in Seller‘'s allow-
able for the wells covered hereby below the Daily Contract
Quantity on any day or days during such year. This Sub-
paragraph {c) shall not become effective-unless the Buyer

has nominated for the period in quastion the contract
quantity or a greater amount.

XI. FORCE MAJEURE .

L. In the event of either party hereto being rendaréd unable,
wholly or in part, by force majeure to carry out 1t9'qbiigationa under
this Ag:éement; other than to make payments due hereuﬁder; it is agreed
that on such party's giving notice and full particulars of such force
majeure in writing or by telegraph tq ihe other paxﬁy as soon as pos-~
sible after the occurrence of theAcause relied on, then the obligations
of the party giving such notice,éq‘far as they are affected by such
force gajeuxe, shall be suspended during the continuance of any inability
go caused but for no longer period, and such cause shall as far as pose
sible he remedied with all reasonable disgpatch. The term.;forca majeure”
as employed herein ahall nean acts of God, strikes, 1oekouts or othar

1ndustrial disturbances, acts of the public ennmy, wars, blodkades,



insurrectior:s, riots, epidemics, landslides, lightning, earthquakes,
storms, floods, washouts, arrests and restraints of governments and
people, civil disturbances, explosions, breakage or accidents to machine
ery or lines of pipe, the necessity for making repairs to or alterations
of machinery or lines of pipe, freezing of wells or lines of pipe,
partial or entire failure of wells or sources of supply of gas, and any
other causes, whether of the kind herein enumerated or otherwise, not
within the control of the party claiming suspension and which by the
exercise of due diligence such party is unable to prevent ox overcomej;
such term shall likewise include {a) in those instances where either
party hereto is required to obtain servitudes, right of way grants, per~
mits or licenses to enable such party to fulfil; its ohliéations‘here-
under, the inability of such party to acquire, or thg‘deléys on the
part.of such party in acquiring, at reasonable cosg and ;fter the exer-
cise of reascnable diligence, such servitudes, right of way grants,
permits or licenses, and {b) in those instances where either party here-
to is required to furnish materials and supplies for the purpose of
constructing or maintaining facilities or is required to secure per-
mits grvpermissions from any governmental agency to enable such pare

ty to fulfill its obligations hereunder, the inability of such party

to acquirg, or the &ela&s on the part of such pirty in acquiring, at
reasonable cest and after the exercise of reasonable diligence,véuch_

materials and supplies, permits and permissions. It is undexstoéd and



agreed that the settlement of strikes or lockouts shall be entirely
within the discretion of the party having the difficulty, and that the
above requirements that any force majeure shall be remedied with all
reasonable dispatch ghall not require the settlement of strikes or locke-
out s by acceding to the demands of Opposing‘party when such course is

inadvisable in the discretion of the party having the difficulty.

XIIX. EFADLT

It is covenanted and ggreed that if either party heretc shall
fail to perform any of the covenants or obligations imposed upon it
under and by virtue of this Agreement, then in such event the other |
party hereto may, at its option, terminate thia Agreement by proceeding
as follows: The party not in default shall cause a written notice to
be served on the party in default stating specifically the causelfbr
terminating this Agreement and declaring it to be the intention of
the party giving the notice to terminate the same; whereupon, the party
in default shall have thirty {30) days after the service of the afore=
said notice in which to remedy or remove the cause o? causes stated in
the notice for terminating the Agreement, and if within said period of
thirty (30) days the party in defaﬂlt does soA:emady or remove sald cause
or causes and fully indemnify the party not in default for any and all
consequences of such breach, then such notice shall be withdrawn and this

Agreement shall continue in full force and effect. 1In case the party
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in default does neot so remedy or remove the cause or causes or does

ﬁot indemnify the party giving the notice for any and all consequences
of such breach, within said period of thirty (30) days, then, at the
option of the party giving the notice, this Agreement shall become null
and void from and after the expiration of said period. Any cancellation
of this Agreement pursuant to the provisions of this Article XII shall
be without prejudice to the right of Seller to collect any amounts then
due Seller for natural gas delivered prior to the time of cancellation
and shall be without prejudice to the right of Buyer to receive any
gas for which it has paid but has not received, although entitled
thereto, prior to the time of cancellation, and without waiver of any
remedy to which the party not in defauit may be entitleé for violations

of this Agreement.

XIII. TERM

This Agreement shall be effectife from the date hereof and
shall continue and remain in full force and effect for.a primary term
of twenty (20) years (subject to being extended pursuant to the pro-
visions of Article II, 1 (d) hereof), from the date upon which Seller
commences the delivery of gas to Buyer hereunder, and shall continue in
force and effect thereafter for successive periods of one (1) year each
unless or until terminated either by Seller or by Buyer upon twelve (12)
months' prior written notice to the other party hereto specifying a termi-
nation date at the end cof such primary term, or of any yearly period theré

after.
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XIV. WARRANTY OF TITLE

Seller hereby warrants the title to all gas delivered by Sel-
ler to Buyer hereunder, the right to sell the same and that it is free
from all liens and adverse claims, and agrees, if notified thereof by
Buyer, to indemnify Buyer against all suits, actions, debts, accounts,
damages, costs, losses and expenseg arising from or out of any adverse
legal claims of any and all persons to or against said gas. Seller agrees
to pay or cause to be paid all taxes and assessments levied on the gas
prior to its delivery to Buyer, and to pay or cause to be paid to the
parties entitled thereto all royalties, overriding royalties or like
charges against said gas or the value thereof. In the event any adverse
claim of any character whatsoever is asserted in respect to any of said
gas, Buyer may retain the purchase price thereof up to the amount of
such claim without inéerest until such claim has peen fiﬁally determined,
as security for the performance Qf Seiler's obligations with respect to
such claim under this Article XIV, or unﬁil Seller shall have furnished
bond to Buyer, in an amount and with suretles satisfactory to Buyer,

conditioned for the protection of Buyer with respect to such claim.

XV. REGULATORY BODIES
This Agreement is subject to all present and future valid orders,

rules, and regulations of any regulatory body having jurisdiction.
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XVI. ARBITRATION

An§ dispute arising between Seller and Buyer out of this
Agreement shall be determined by a board of three (3) arbitrators
to be selected for each such controversy so arising as follows: Either
Seller or Buyer may, at the time such board of arbitration is desired,
notify the other of the name of an arbitrator, and such other}party
shall, within ten {10) days thereafter, select an arbitrator and notify
the party desiring arbitration of the name of such arbitrator. If such
other party shall fail to name a second arbitrator withinAten (10) days,
then the party who first served the notice may, on reasonable notiqe ﬁo
the other party, apply to the person who is then Senior Judge of the
United.Staies District Court for the Federal Judicial District in which
suchvfield is located for the appointment of_gucﬁ second arbitrator for
and on behalf of the other party,'and in suchlcase the arhitrator appointed
by the person who is such Judge shall act as if named by the other party.
The two (2) arbitrators chosen as above provided for shall, within ten
(10) days after the appointment of the second arbitrator, choose the
thiré arbitrator, and in the event of their tai;ﬁre so to do within said
ten (10) day period, eithef of the parties heréto'm;y in like manner,
on reasonable notice to thé other party, apply tq the person whé is such
Judge for the appointment of a third arbitrator and in such case the
arbitrator appointed by the person who is such ﬁudge_shall act as the

third arbitrator. The board so constituted shall fix a reasonable time
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and place for the hearing, at which time each of the parties hereto may
submit such evidence as it may see fit. Such board shall determine the
matters submitted to it pursuant to the provisions of this Agreement.
The action of a majority of the members of such Board shall govern and
their decision in writing shall be final énd binding on the parties
hereto. Each party shall pay the expense of the arbitrator selected by
or for it and all other costs of the arbitration shall be equally divided
between the parties hereto. |
XVII. ADDRESSES
Until Buyer is otherwise notified in writing by Seller, the address

of Seller iz and shall remain as foilows:

Yates Petroleum Corporation

309 Carper Building

Artesia, New Mexico,
and unless Sellar is otherwise notified in w:iting by Buyer, thé ad-
dress of Buyer is and sh;ll remain:

Transwestern Pipeiina Company |

P. O. Box 1502 o

Houston 1, Texas.
All notices reguired to be given in writing hereunder shall be given
to the reépective partlies at such address or such other addresses as
the partieé respectively shall designate by written notice, and such
notice, regquired to be given in wriﬁigg, shail not be deemed to have

been given until actual receipt thereof by Buyer or Seller at the ad-

dress hérein‘provided.
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XVIII. MISCELLANEOUS

l. No waiver by either party hereto of any one or moré defaults
by the other in the performance of any provision of this Agreement
shall operate or be construed as a waiver of any future defaﬁlt or
defaults, whether of a like or of a different character.

2. This Agreement shall be bindiﬁg upon and inure to the benefit
of the heirs, legal representatives, successors and assigns of the re-
spective parties hereto and shall constitute a real right and covenant
running with the lands and leasehold estates covered hereby, and shall
be binaing upon any purchaser of Buyer's transmission system and upon
any purchaser of the properties of Seller which are subject to this
Agreement. It is agreed, however, that nothing contained in this para-
graph shall in any way prevent either éarty hereto from pledging or mort-
gaging its righits hereunder for security of its indebtedness.

3. It is agreed that thisrAgreement may be ratified and adopted
by any owner of an interest in any lands or 1eases‘subject hereto or any
lands or leases with which any lands or leases subject hereto may be
pooled or unitized, by execution and delivery to Buyerﬂofké special in-
strument in writing, ratifying and adopting this Lgreement insofar as
said owner's interest in any such land, lease, or ieases is conéerned.
whergupén such owner éhall become a party Sellervto this Agreement with
like force and effect and to‘the same extent as tﬁéugh sﬁch owner had
executed this Agreement at_the-;ime of its execution and deliQery, and

all of the terms and provisions of this Agreement shall thereupon become
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binding upon Buyer and any such other owner. Seller's Gas Reserve and
the Daily Contract Quantity, as variously calculated and mentioned
herein, contemplate the execution or the ratification and adoption of
this Agfeement by all parties owning working interests in the lands and/or
leases described in Exhibit "A" attached hereto, and, in the event of the
failure of all such parties to execute or ratify and adopt this Agreement,
Seller's Gas Resarve and such Daily Contract Quantity shall be propor-
tionately reduced to reflect such failure.

>4. In the event there are two or more parties Seller to this
Agreement, each such party Seller agrees that all parties Seller will
appoint one of their number to serve as their rep:esentative hereunder
for giving and receiving notices and requests, making and yitnessing
tests, delivering the quantities of gas deliverable, and receiving pay-
ments therefor, allocating, prorating and distﬁibuting éuch payments
2 amqng»the various parties Seller, and for doing and receiving all things
provided for concerning Seller in this Agreement. Buyer may act, and
shall be fully protected in acting, in reliance upon any and all acts
and things done or performed by, or agreementé Qith respect to all
matters dealt with herein made by such representative in behalf of the
parties Seller as fully and effectively as though each had done, per-
formed, made or executed the same. The parties éeller may ehange iheir
representative and aesignate one of their number as.the new répreaent-
ative from time to time by delivery of'Writtén notice of change #nd

designation to Buyer. It is understood and agreed that each party



Seller executing or ratifying this Agreement is selling its gas
severally, and not jointly with other Sellers, to Buyer, that the
parties Seller are not acting as partners, joint adventurers or other-
wise jointly in this transaction and that nothing herein contained or
provided for shall operate to, or be construed as creating any such
relationship.

IN WITNESS THEREOF, the parties hereto have executed this
Agreement in three (3) originals on the day and year first above
written.

TRANSWESTERN PIPELINE COMPANY
ATTEST:

By /3/ Mills Cox

/s8/ Loraine Stratton President
Agst. Secretary B BUYER

: YATES PETROLEUM CORPORATION

ATTEST: ‘
By [/s/ S. P. Yates

/s/ Hugh W. Parry President
Secretary - SELLER
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THE STATE OF TEXAS )
' )
COUNTY OF HARRIS )

BEFORE ME, the undersigned, a Notary Public in and for

said County and state, on this day personally appesred MILLS COX,
known to me to be the person and officer whose name is subscribed
to the foregoing instrument, and acknowledged to me that the same
was the act of the said TRANSWESTERN PIPELINE COMPANY, a corpora-
tion, and that he executed the same as the act of such corporation
‘for the purposes and consideration therein expressed, and in the
capacity therein stated.

' GIVEN UNDER MY HAND AND SEAL OF OFFICE this the 20th day
of December ,1960.

/s/ __shirley Taber

Notary Public in and for Harris
County, Texas

THE STATE OF NEW MEXICO )
)
COUNTY OF EDDY )
BEFORE ME, the undersigned, a Notary Public in and for said
County and State, on this day personally appeared S. P, Yates
known to me to be the person and officer whose name is subscribed
to the foregeing instrument, and acknowledged to me that the same
was the act of the said YATES PETROLEUM CORPORATION, a corporation,
and that he executed the same as the act of such corporation for

the purposes and consideration therein expressed, and in the capacity
therein stated.

GIVEN UNDER MY HAND AND SEAL OF OFFICE this the __ 6th day
of December ,1960. : ’

/8/ Jack W. McCaw

Notary Public in and for Eddy ccunty.
New Mexico.




- To be attached to Gas Purchase Agreement, dated the 6th
1960, between YATES PETROLEUM CORPORATION,

EXHIBIT "A"

day of  December

’

referred to as "Seller", and TRANSWESTERN PIPELINE

" COMPANY, referred to as "Buyer", showing oil and gas leases covered by said Agreement and

described as follows:
Lease Name
Yates Petroleum Corporation

Len Mayer No. 1l

Yates Petroleum Corporation
Bob Gushwa No. 1

Gross
Description Acres
N% sec. 28, T. 18 s., 320
R. 26 E.
s% sec., 21, T. 18 Ss., 320
R. 26 E,

YATES Net Recordation
Interest Acres Data
«307459363 98.39

. 46286535 148.12



