GAS PURCHASE AGREEMENT

THIS AGREEMENT, made and entered into as of this 12th day of
Januery, 1956, by and between EL PASO NATURAL GAS COMPANY, a

Delaware corporation, with an office in El Paso, Texas, hereinefter

referred to as "Buyer," éggwﬁﬁingﬁﬁvaéﬁbiEUM CORPJ hereinaf ter
T e e e
roferred to as "Seller!,
WITNESSETDE

WHEREAS, Seller represents that it is the owner of velid and
subsisting ¢il and gas leasss in Sen Juan County, New Mexico, as
described in Exhibit "AY attached hereto and heredby made a part
hereof; and

WHEREAS, the parties hereto have agreed upon the sale and
purchase of gas from Seller's wells on the lands described in sald
Exhibit "aY;

NOW, THEREFORE, 1n consideration of the mutual covenants and
‘agreements herein contained, the parties hereto agree with sach
other as follows:

ARTICLE I

Dedication and Reservations

Section 1. Subject to the other provisions hereof, Seller
hereby dedlcates to the performance of this agreement all gas

produced from horizons down to and including the Pictured Cliffs

_formation, from the acreage described in Exhibit "A" hereto.
It 1s understood and agreed that this agreement shall have
no application whatsnever to:
a. 01l produced from the acreage covered herebdy.

b. Ges produced from formations lying below the



Pletured Cliffs formation.
¢. Gas required Dy Seller for:

(1) lease fuel, drilling, developing and operating,
including gas consumed in recoumpressing gas used for gas-lifting
0il preoduced from Seller's wells situated on the lands described
in Exhiblt "A" hereto.

(2) Delivery to Seller's lessors in any amount
required to meet Selleris obligations tc Seller's lessors.

Section 2. Subject to the provisions of Article VI hersof,
the control, management and operation of Seller's lands and leases
and the wells located therecn shall be and remain the exclusive
right of Seller, including without limitation the drilling of new
wells, the repair of old wells, renewal, extenslons, release or
tormination in whole or in part of any lease agreement covering
any of the lands described in Exhibit "A" hereto.

Section 3., Seller shall further have the right to form or to
participate in the formation of any unit which mey include all or
any part of the leases described in Exhibit "A" and thereafter to
increase or decreases the surface acreage contained in such unit so
formed and to pool and combine any unit or any part of any unit
with properties owned by others, provided that this agreement shall
continus to apply to the intersst of Seller in any such unit so
formed or, having been formed, inereased or decreased, to the oxtent
Seller's interest in said unit is derived from the existing property
described in Exhibit "AY hereto. Tc the extent desired by Seller,

Seller shall alsc have the right from tims to time to include



hereunder additional leases or interests in units hereafter acquired
in the area in which the acreage covered hereby is located, and to
nake such leases and interests in units part of the lands and leasss
covered by this agreement. GSeller shall alsc have the right to
withdraw fron the provisions of this agreement any lease described
in Exhibit "A" hereto which in Seller's opinion is incapable of
economic development and operation within the provisions of this
agreement. In the event Seller elects to add additional lands and
leases as contemplated by this Secticn 3, Seller cshall give notice
in writing to Buyor of any such additions, and this agreement shall
be considered as amended accordingly.

ARTICLE 11

Avelilability of Gas

Seller'!s obligation to deliver gas from the lands and leases
covered hereby is subject to the capaclty of Seller's wells to pro-
duce the quantities herein provided without damage to the reservoir
or wells from which said gas is produced.

ARTICLE III

Quantity and Quality

Seetion 1. Subject to the other provisions hereof, Seller
sgrees to sell and deliver, and Buyor agrees to teke and pay for,
or failing to take, nevertheless to pay for, commencing ninety (90)
days from the date hereof or ninety (90) days after notice of
completion of each well is furnished by Seller to Buyer, whichever
date is later, "an average daily quantity! of gas determined as

follows: (1) a daily average quantity of gas from the wells



located on the acreage covered hereby in an amount not less than

fifty percent. (50%) .of each well's deily stebilized producing .

capaclty at the operating preossure of Buyer's gathering system,‘gslw
—4""'("
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(2) not less than fifty percent (50%) of the gas deliverable from
\“————-———

Seller's wells as restrlqted by the applicable rules and regulations

(other than pro—ration rules) of the New Mexico Oi‘ Conservation
G;;;ission or other body having Jurisdiction, whichever 1s the
lesser; provided, howsver, that, during periods when the wells
covered hereby are subject to proration under rules and regulations
of the New Mexico 0il Conservation Commission or other body having
Jurisdiction, Buyer's obligation to take an average daily quantity
of gas hereunder shall bes the lesser of (a) the quantity as deter-
nined under (1) or (2) above, or (b) ninety percent (90%) of the
total allowable for such wells under such rules and regulations.

In order to allow Buyer the maximum flexibility in meetlng 1lis
market requirements, Buyer shall have the right at any and all
tines to take quantities of gas from any well covered hersby up to
one hundred percent (100%) of the gas legelly deliverable from
such well.

Section 2, 1In the event Buyer shall fall to take during any
calendar year, or applicable portion thereof, the dally averagse
quantity as herein provided, and such failure is not due to the
physicel non-availability of gas, causss within the control of
Seller or force majeure intervention, then within sixty (A0) daye
after the end of such calendar year, Buyer shall pay Seller the

difference between the daily averasge quantity required to be taken

U



(less the quantities not teken for the reasons enumerated above)
and the amount actually teken by Buyer during such calendar year.
Payment shall be made et the weighted average price paid by Buyer
for gas durlng such calendar ysar.

In the four (U4) calendar years subsequent to that in which
Buyer failed to take the ges so paild for, all gas taken by Buyer
which iIs in excess of the average daily quantity required by
Section 1 hereof to be taeken for such year shall be known as 'make-
up gas!" and shall be without charge to Buyer until such excess is
squal to the amount »f gas previously paid for but not taken.

Section 3. If at any time the total quantity of gas produced
from all the lands and leases covered hereky fails to meet the
specifications for gas as to quallity as herein below provided, then
at Buyer's request any or all such wells which produce gas having
e quality less than hereln stipulated shall be withdrawn from this
egresnent.

The gas delivered hereunder shall contaein no$ nmore than one-
fourth (1/4) zrain of hydrogen sulphide nor more than five (5)
grains of organic sulphur per one hundred (100) standard cubic
feet and not more than five percent (5%) by volume of earbon
dioxide, The gross heating value of the gas delivered hsreunder
shall be not less than one thousand fifty (1,050) British thermal
unite per standard cubic foot satureted with water vapor, The gas
shall be reasonably free from objecticnable liquids,

ARTICLE IV

Delivery Point end Pressure

Section 1. The delivery point for the gas deliverable here-

under from Seller's wells shall be at the mouth of the well or,
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at Seller's eleection, on ths gas discharge side of Seller's separator
through which the ges is passed, Title to and ownership of such gas
shall pass to and absolutely vest in Buyer at the point of delivery
as aforesald,

Section 2. Buyer shall teke gas at natural wellhead flowirng
pressures, and shall have the right to operate its gatherlng systen
at pressures up to but not exceeding two hundred fifty poun
per squere inch gauge. -

Buyer represents that it contermplates a gradual reduction in
the pressure of its gathering system consisient wlth the decline
in pressure in the reserv-ir from which the gas covered heredy is
being produced, and agrees from time to time to lower the operating
pressure in 1ts gathering system consistent with such reservoilr
q;;;gggxto the exteni nocessary to pernit at least eighty percent

( !(80%)/_&;‘ all wells producing from such reserv:»ir at the time and
Kiﬁﬁggcted to such gathering system to deliver gas, without compres-
Eiggl_injo Buyer'!s gethering system; provided thét Buyer shall not
in any event be obligatgd to reduce such gathering pressure to less

than fifty pounds (50#Of§er square inch gauge or be required to take
or pay for gas not déi;verable intc the gathering system at the
pressure exisiing from time to time as in this seciion suthorlzed,
provided further however that Seller, at its option and own sxpense
mey by compression increase the pressurs of any such gas %o nake

the same deliverable into the gathering system and provided still
further that Buyer, at its option, may by compression increase the

pressure of any such gas to make the same dellverable into the
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gathering system, in which said latter event there shall be an
appropriate adjustment in the price ~f the gas so admitted to
reimburse Buyer for the fair and reasonable cost of the compression
so supplied.

ARTICLE V

Right-of-VWay

Section 1. Seller grants to Buyer, 8o far as Seller has ths
right to do so, right-of--way on the acreage covered by thls agree-
nent for Buyer's gathering pipe line and other equipment as may be
necesgsary, with full right of ingress and egress to and from seid
premises, and the further right to do thereon acts necessary or
convenient for the carrying out of the terms of this agreenment,

Section 2, All equipment placed on said acreage by Buyer shall
be and remain its property and shell be subject to removal by it
at any time,

ARTICLE VI
Regulation

Subject tc the provisicns of Article I hereof, Buyer shall
have the right to regulate the flow of gas at the points of
delivery hereunder insofar as the fluctuating derand of Buyer's
market is concerned, but such regulation shall be subject tc control
by Seller insofar as the ability of eny well or wells to produce
and, insofar as possible, reservolr damege by excessive rates of
withdrawal are concerned.

ARTICLE VII

Drips and Separators

Seller agrees to install all drips, separators and other

-



devices that may be found necessary to separate crude o0il, liquid
hydrocarbons and water in 1ts liquid state from the gas so that
such 0il, liquid hydrocerbons and water in its liquid state may be
kept from entering Buyer's pipe line, all oil and liquid hydro-
carbons 8o separated on Seller's premises remaining the property
of Seller; provided it is not intended hereby to permit or require
Seller to remove or recover hydrocarbons from the gas other than
such es nay be recovered through use of a conventional gas-oil
field separator.
ARTICLE VIII
Motors

Section 1, Buyer, at its sole cost and expense, shall install,
naintein and operate at the points of delivery a standard orifice
meter for the measuring of the quantity of gas delivered hereunder,
Orifice meters shall be installed end operated in accordance with
the specifications preseribed in Gas Measurement Comuittee Report
No. 2, dated May 6, 1935, including thc appendix thoreto, of the
Natural Gas Department of the American Gas Assoclation. Buyer shall
cause the charts on such moeter t¢ be changed daily or weekly, as
may be egreed upon by the partles hereto. The respective meter,
meter readings and meter charts shall be accessible, at 81l reason~
able times, to inspection and examination by Seller,

Section 2. Fronm time to time and at least onece in sach three
(3) months, the accuracy of Buyer's measuring equipment shall bse
verified by and at the expense of Buyer in the presence of Seller's
ropresentative, and the partios shall Jointly observe any adjust-

ments which are nade in such measuring equipment., If either party

e



et any time shall notify the other that it desires a special test
of any meter, the other party shall cooperats to secure an lmmediate
verification of the accuracy of such meter and joint observetlion of
any adjustments. Buyer shall give Seller notice of the time of all
tests 1n order that Seller mey conveniently have its representative
present, Reading, calibration and edjustment of Buyer's meters and
changing of charts shall be done by Buyer.
Section 3. If upon any test the percentage of inaccuracy shall

be two percent (2%) or more, the registration of such meter shall
be corrected at the rate of such inaccwracy for any period which
s definitely known or agreed upon, bui, in cace the period is not
definitely known or agreed upon, then for a period extending back
one-half (1/2) of the time clapsed since the date of the last cell-
bration. Following eny test, metering equipment found inaccurate
shall be immediately restored by Buyer as closely as possible to &
condition of accuracy. If for any reason any meter is out of service
or out of repair so that the amount of naturel gas dellvered cannot
be estimated or computed from the reading thereof, the amount of
natural gas delivered during the period such meter is out of service
or out of repair shall be estimated and agreed upon by the perties
hereto upon the basis of the best date available, using the first
of the following nethods which 1s feesible:

a. By correcting the error if the percentage of error
is ascertalinable by callbration test or mathematical calculetion,

b. By using the reglstration of Seller's check meter
1f installed and accurately registering.

c. By estimating the quantity of delivery by deliveries

e



during preceding periods under similar conditisns when the meter
was reglstering accurately.

Section 4, Seller may, at its option and expense, install and
operate a check meter to check Buyer's meter, but neasurement of gas
for the purpose of this egreement shall be by Buyer's meter, except
es hereinabove specificelly provided to the contrary.

ARTICLE IX

Gas Measurement

Section 1. The unit of measurement for the natural gas
delivered under this agreement shall be one (1) cubic foot at &
base temperature of sixty (60) degrces Fahrenueit and at a base
pressure of fifteen and twenty-five thousandths pounds (15,025%#)
per square inch absolute, and the readings and registrations cof the
metering equipment herein provided for shall provide the basis for
ecomputati-n of the voluns of gas ddl ivered horsunder into such
units, in accordance with the specifications prescribed 1in Gas
Measurerent Committee Report No, 2, dated May 6, 1935, of the
Natural Gas Departuent of the American Gas Association, including
the appendix thereto, except as hereinafter provided. These
specificatione shall be applied in a practical and appropriete
manner, and correction shall be made f-r deviation from Boyle's
Law,

Section 2. For neters of the orifice type, the following
factors shall be given due consideration:

e, The temperature of the natural gas flowing through
Buyer'!s meter shall be cbtained by the use ~f & recording thermo~

meter so installed by Buyer that 1t may properly record the
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teoperaturc of such gas. The arithmetlcal average recordsd
temperature shall be used in corputing volumes hereunder.

b. The specific gravity ¢f the natural gas shall be
determined by Buyer each three (3) months (Jjoint tests if desired
by Seller) on or as near the first of sach three (3) months' period
as practicable, by means of an Edwards type balance or by such
other nmethod as nay be agrecd upon by the parties hereto. Such
test ghall determine the specific gravity to be used in computetions
for the measurement of the natural gas dellverles during each thres
(3) months' period.

Section 3., Tests for the deternination of gasolins content
of the gas so0ld hereunder shall be made by Buyer and at Seller's
option in presence of Seller's representative each three (3) months
on or as near the first of cach three (3) wonths period as practi-
cable. The Natural Gasoline Association of America standard
charcoal method, or such other method es may be agresed upon, shall
be used in meking such test. The content so determined shall be
adjustgd to the pressure base specified in Artiecle IX hereof.

Section 4. Seller shall be notified of and have the right
to be represented at and to participate in all tests of gas
delivered hereunder or of any equipment used in measuring or
deternining the nature or quality of such gas.

ARTICLE X
Billing
Section 1. Buyer, on or before the tenth (10th) day of each

calendar month, shall render to Seller a statement accompanisd
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by charts, showing the amount of gas purchased during the preceding
celendar month, and payment shall be made by Buyer to Seller at

712 Sinms Building, Albuquerque, New Mexieo on or before the
twentieth (20th) deay of sach calendar month for such gas, less

all applicable taxes peld by Buysr for Seller's account.

Section 2. Seller shall return to Buyer all charts after a
thirty (30) day period. Seller shall have access to Buyer's records
and books at sll reasonable hours so far as they affect measurement
and settlerment for the gas sold herounder,

ARTICLE X1

Section 1. Buyer shall pay Seller for all gas delivered here-
under in accordance with the fecllowing schedule:

a. Fron the period commencing with the initial delivery
of gas hereunder until January 1, 1959, ten cents (10¢) per
thousand (1,000) cubic fect.

b. For the five (5) yocar perisd commencing on January 1,
1959, eleven cents (114) per thousand (1,000) cubdbic feet.

c. For the next five (5) year period, twelve cents (12¢)
per theusand (1,000) cubic feet,

d. Theroafter until terminated, the market velus at
the delivery point, &t the commencenent of sach suzh five (5) year
period of gas of similar quality and pressure in the area fron
which the gas covered by this agreecment is being produced, but not
less then thirteen cents (13¢) poer thousand (1,000) cubic feet.

Section 2. BEBuyer agrees to nake paymont to Seller on the basis

of the schedule set out in "Basis of Settlement fcr Gasoline and
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Additional Products", attached hereto as Exhibit 'B¥, for all
natural gasoline contained in all the gas purchased hereunder,
irrespective of whether such gas 1s processed for extraction of
said gasoline.

In the event Buyer processes (or causes to bs processed) the
gas purchased hercunder for the extraction of other liguid or
liquefiable petroleun products, Buyer shall pay Seller for such
other products on the basis of the schedule set out in "Basis of
Settlement for Gasoline and Additional Preducts", attached heroto
narked BExhibit "B" and hereby made & part hereof.

Buyer agrees to pay Seller at all tines for such gasoline and
other products at the highest price, and on the most favorable basis
being used by Buyer in paying and settling with other sellers
furnishing Pictured Cliffs gas to the plant in which Seller's gas
is being processed.

Section 3. 1If, at any time or times subsequent tc the date
of execution of this egreement, Buyer shall purchase any quantity
of gas produced from formations down to and including the Pictured
Cliffs formation in the San Juan Basin area »f New Mexico at a
pries per thousand (1,000) cubic feet which is higher than the price
belng paid to Seller for gas hereunder, Buyer shall forthwith
notify Seller »f such fact. Buyer agrecs the price being paid to
Seller for gas hercunder shall be irmedilately increased to equal
such higher price being paid t» such other seller, and such higher
price hersunder shall continue in effect so long as, but only so
long as, any such highoer price is paid ¢~ such othser seller. 1In

deternining whether the price payable for such gas is "higher"
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than the price payable for gas under this agrecment, due considera-
tion shall be given to the provisions as to quality of gas, delivery
pressures, gathering and compressing obligations, provisions regard-
ing measursnent of gas, including deviation from Boyle's Law, texes
payable on or with respect to such gas, and all other pertinent
factors except quantity.

Section 4. Seller hereby assumes the responsibility and
liabillity for neking payments to the lessors and royalty owners
for proportionate amounts due then on account of ali gas sold
hereunder,

ARTICLE XII
Taxos

Sectlon 1. Subject to the other provisions of this article,
Seller shall pay or cause to be paid all taxes and assessuents
imposed nn Seller with respsct to the gas delivered hersunder prior
to its delivery to Buyer, and Buyer shall pay cr cause to be pald
all taxes and assessients impcsed upon Buysr with respect tn the
gas delivered hereunder after its roceipt by Buyer. Nelther party
shall be responsible or liable for eny taxes or other statutory
charges levied or assessed against any of the facilitiss of the
other party used for the purpose of carrying out the provisions of
this agrecnent.

Section 2. Any sales, transactinn, occupation, service, pro-
duction, severance, gathering, transmissicn, export or excise tax,
assessnent or fee levied, assessed or fixed by the United States,
the State of New Mexico, or other governmental authority and taxes
of a similar nature or equivalent in effect (not including income
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excess profits, capital stock, franchise or genersl property texes)
in respect of cor sppliceble to tho gas delivered hereunder to

Buyer in addition to or greater thau those, if any, being levied,
agsessed or fixed on the date of this agrsement in respect of or
eppliceble to such gas and which Seller mey be liable for, either
directly or indirectly, or through eny obligatinn to reinburse
others, are hereinafter collectively referred to es an "additional
tax"; provided, however, that all existing taxes, up to the present
respective rates thoreof, now lmposed on the parties hereto shall
not be considered as an additional tax. It is expressly understood
and egresd between tho parties hereto that Buyer shall, subject to
the conditions hereinafter set forth, pay to Seller three-fourths
(3/4ths) of any such additionel tex. BShould Seller so become liable
for any such additional tex, Seller shall notify Buyer immediatsly.
Within ninety (90) days after the end of cach calendar month, Seller
shall prepare and submit to Buyer e statement setting forth the
enount of any such additlionsl tax that Seller has paid during such
calendar month, and within thirty (30) days after submission of such
statenent, adjustment between the parties hereto shall be made by
Buyer reimbursing Seller to the extent of three-fourths (3/4ths)

of the amount of any such additional tax which Scller shall have

so pald. The tax reimbursement herein provided for shall apply to
the totael amount of money Seller is required to pay by virtue of

any such edditional tax but shall not apply to any delinquent lnte-
rest or penalty payments that way be applicable %o any such
additional tax. Taxocs applicable to any royalty, overriding
royalty, production payment or similar interest shall be considered
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to be covered by the provisions of this Section 2 only if the reim-
bursement made by Buyer to Seller with respect thereto is passed
on by Seller to the owmsr of such rcyalty, overriding royalty, pro-
duction payment or similar interest.

ARTICLE XIII

Title
Ssller hereby warranis the title to the gas, ihe Seller's right

to sell the same, and that such 1s free from all liens and adverse
claims.

ARTICLE XIV

Iademnification

Neither Seller nor Buyer shall be held responsible or liable
hereunder for damages for the acts or conduct of the other.
ARTICLE XV

Force Majeurs

Except for Buyer's obligation to make payment for gas delivered
hereunder, neither party hereto shall be liable for any failure to
perferm the terms of this agreement when such failure is due to
"force majeurs" as hereinafter defined. The term "force majeurs"
as employed in this agreement shall mean acts of God, strikes,
lockouts or industrial disturbances, civil disturbances, arrests
and restraint from rulers and people, interruptions by government
or court orders, present and future valid orders of any regulatory
body baving proper jurisdiction, acts of the public enemy, wars,
riots, blockades, insurrections, inability to securs right-of-way,
inability to secure labor or materials, including inability to
secure materials as a result of allocations promulgated by authorized
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gevernmental agencies, eoidemics, landslidss, lightning, earth-
quakes, fires, storms, floods, washouts, explosions, breskage or
accldent to machinery or lines of pipe, freezing of wells or pipe
lines, partial or entire failure of gas supvly, or any other cause
whether of the kind herein enumerated or otherwlse, not reasonably
within the control of the party claiming force majeure. Nothing
herein contained, however, shall be construed to require either
party to settle a strike against its will,

ARTICLE XVI

Successors and Assigns

This agreement shall bind and bemefit the parties hereto and
their respective successors and assigns, provided that no conveyence
¢r transfer of any interest of either party shall be binding uvon
the other party until such other party has been furnished with
written notice and true copy of such conveyance or transfer; pro-
vided further, that either Buyer or Seller, or both, may assign its
right, title and interest in, to and by virtue of this agreement,
including any and all extensions, renewsls, amendments and supple-
ments thereto, to a trustee or trustees, individual or corporate,
as sscurity for bonds or other obligations or securities, without
such trustee or trustees assuming or becoming in any respect
obligated to perform any of the obligations of the assignor, and,
if any such trustee be a corporation, without its being required
by the parties hereto to qualify to do business in the State of

New Mexico.
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ARTICLE XVII

Term

fhis agreament shall be effective from the date hereof, and
shall remain in force for a period of twenty (20) years from the
first deliveries of gzas hereunder, and thereafter from month to
month until sixty (60) days' notice in writing of termination is
given by either party to the other.
ARTICLE XVIII

Miscellaneous

Section 1. Notices to be given hereundsr shall be deemed
sufficiently given and served when and if deposited in ths United
States Mail, postage prepeid and registered, addressed to Seller
at 712 Simms Building, Albuqusrque, New Mexico or to Buyer at P. O.
Box 1492, El1 Paso, Texas, as the case may be, or to such other
address as either party shall respectively hereafter designate In
writing.

Routine communications, including monthly statements and pay-
ments, shall be considered as duly delivered when mailed by either
registered mail or ordinary first class mail, postage prepaid.

Section 2. It is hereby agreed that this agreement shall be
subject to the condition that nothing herein shell be construed as
affecting any of the relations between the United States and its
lesses, particularly in matters of gas waste, teking royalty in
kind and the method of computing rcyalties due as based on a
minimum price and in accordance with the terms and provisions of
the 01l and gas operating regulations applicable to the lands

ccvered hereby.
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IN WITNESS WHEREOF, the parties hereto have caused this agree-
nent to be duly executed, in duplicate originels, on this the day

and year first above written.

"B'uyer"

ATTEST: EL PASO NATURAL GAS COMPANY
/s/ V. M. Plumner By / s/ D. H, Tucker

Assistant Secretary Vice President

"Seller"
ATTEST: MELBORNE PETROLEUM CORPORATION
_/sf William J. Bingham By /s/ Harry Bredvaed

Secretary Pregident



EXHIBIT "AY

This Exhibit "A" is attached to and made a part of agroement
between EL PASO NATURAL GAS COMPANY and MELBORNE PETROLEUM CORP.
dated Jemuary 12, 1956:

North Helf (N/2) of Section 22, Township 29

North, Range 11 West, San Juan County,
New Mexico.



EXHIBIT "B"

Basigs of Settlement for
Gasoline and Additional Products

Attached to and mede & part of contract dated January 12, 1956
by and between EL PASO NATURAL GAS COMPANY, Buyer, and MELBORNE
PETROLEUM (ORP., Seller,

GASOLINE

1. PRICE. The Buyer shall pay to Seller for the gasoline
contained in the gas delivered hereunder a price computed on the
followlng basis:

a. When the averags price for Grade 26/70 natural gasolins,
or its substantial equivalent, is less than 2¢ per gallon, 15% of
the value of the gascline contained in said gas.

b. When the average price of Grade 26/70 natural gasoline
or its substantial equivalent, is 2¢ but less than 3¢ per gallon,

20% of the value of the gasoline contained in said gas.

c. Vhen the average price of Grade 26/70 natural gasoline,
or its substantial equivaelent, is 3¢ but less than 4¢ per gallonm,
5% cf the value of the gasoline contained in said gas.

d. When the average price of Grade 26/70 natural gasoline
or its substantial equivalent, is M¢ but less than 5¢ per gallon,
30% of the value of the gasoline contained in said ges.

o. When the average price of Grade 26/70 natural gasoline,
or its substantial equivalent, is 5¢ or more per gallom, 33-1/3%
of the value of the gasoline contained in seid ges.

The "average price" used in the above table a. to e.

shall be the higher of the following two prices during each
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settlement period: (1) the average sales prico of Grade 26/70
natural gesoline, or its substantial equivalent, as quoted in the
National Petroleum News for the North Texas District, or (2) Buyer's
net realization f.o.b. the plant for squivelent 26/70 gasoline.

The valus of the gasoline contained in a thousand
cubic feet of gas shall be determined by multiplying the gasoline
content (determined as hereinafter provided) by the Buyer's net
realization f.o.b, the plant during eaach settleient pericd.

2. QUAKRTITY: The quantity of gascline contained in each
cne thousand (1,000) cubic feet of gas delivered hereunder shall
be determined by multiplying the tested content determined in
accordance with Article IX hereof multiplied by a fraction the
numerator of which shell be the actual net plant production of
natursl gesocline and the denominator of which shall be the total
tested natural gasoline production. The actual net plant producticn
expressed in gallons shall be the total net deliveries of natural
gesoline adjusted for change in inventories. The total tested
natural gascline productions shall be the sum of the products
obtained by multiplying each indlvidual quarterly field test yield
by the appliceble measured volume of gas from each connection,

ADDITIONAL PRODUCTS

Buyer shall, with reference to all additionel products,
compensate Seller by paying Seller for gas delivered under this
contract, in addition %Yo the sum of money otherwise provided to be
paid thersfor, a sum to be computed by multiplying the actual average
net sales price of additional products, hereinefter defined, by the
quantity of additional products actually saved and scld from the
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plant attributable to gas deliversd by Seller to Buyer, and multi-
plying the result by whichever of the following percentages is
applicable, to wit:

15% when said average net sales price of additional pro-
ducts is 2¢ or less per gallon;

20% when said average net sales price of additional
products is more than 2¢ but less than 4¢ per gsllon;

25% when said average net sales price of additional
products is 4¢ or more per gallon but less than 6¢;

33-1/3% when said average net sales price of additional
products is 6¢ or more per gallon,

The ‘average net sales price of additional products!
shall be the average net sales price per gallon f.o.b. plant of
additional products saved and scld during the settlement period
involved. The "guantity of additional products actually seved and
scld froem Buyer's plant attributable to gas delivered by Seller to
Buyer" shall, for the purpose of this computation, be that per-
centage of such additional products actuelly seved and sold from
the plant, expressed in gallons, which the total gascline content
(determined as hereinabove previded) of the gas delivered by Seller
to the plant bears to the total gascline content of all gas delivered
to the plant (determined in a like menner)., By the term "additional
products" is meant all products other than end in addition to
residue gas and natural gasoline not in excess of 26 R, V. P.
currently being manufactured in Buyer's plent.

As to any of such liquid products that Buyer remcved

from said plant for its own use at points away from the plant, same
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shall be deemed tc have been sold f.o.b. the plant at the same price
per gallon at which actual sales to others f.c.b. the plant of like
naterial during the settlement pericd. 1In the event there should
be no actual seles of liquid preducts from the plant to others
during any settlement period, then the average net sales price
which Buyer shall use in computing payment to Seller for any of
such liquid products used by Buyer, as aforesaid, shall be the
weighted average net sales price of the three (3) nearest manufac-—
turers, f.0.b. their plants, of like naterlial in the same general

area during such settlement period,
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NEW MEXICO
OIL CONSERVATION COMMISSION

Gas Well Plat

Date
Operator Lease Well No.
Name of Producing Formation, Pool
No. Acres Dedicated to the Well
SECTION TOWNSHIP RANGE

I hereby certify that the information given above is true and complete
to the best of my knowledge.

Name
Position
Representing
Address

(over)



