August 3, 2001

To:  Mark Kraus

Cc:
 Rich Jolly

Re:  EOGRM/TW  Interconnect

On Friday, July 20, 2001, a meeting was held at the Transwestern (TW) WT-1 facility between EOG Resources Marketing Inc.,(EOGRM) and TW representatives to discuss the existing interconnect on the TW West Texas Lateral, known as the  “EOG Pronghorn” interconnect. The following comments will memorialize the discussions.

EOG Resources Marketing Responsibility

EOGRM will provide power to the site.

EOGRM will own the facilities.

EOGRM will install the meter run, control valve, shut-in valve, building, and all gas quality equipment required by TW (Danalyzer chromatograph, Kahn moisture monitor, Delmar H2S analyzer) per Enron’s specifications at EOGRM’s cost.

EOGRM will install a scrubber upstream of the meter run. 

EOGRM will pay TW for all the materials already purchased for this project at invoice cost, with the material invoice from the vendor attached to the EOGRM invoice.

EOGRM will install an actuated valve upstream of the meter run with an OPP switch to close the valve on high overpressure.  TW will maintain and operate this valve.  This recognizes the fact that EOG’s MAOP of 1100+ is higher than TW’s MAOP of 1008.

EOGRM will install a Gallagher Flow Conditioner in the meter run and the meter run will meet Enron specs.

EOGRM will provide TW with drawings for the meter run and all associated facilities, along with test pressures and other necessary records for compliance to Enron and DOT specifications.

EOGRM will notify TW of any new production wells coming on prior to the quality control equipment being in place.

Transwestern Responsibility

Upon completion, TW will operate the meter run, flow control valve and the shut-in valve. Any maintenance or repair to the facilities performed on EOGRM’s behalf will be reimbursed by EOGRM to TW upon presentation of an invoice.  The flow control valve from EOGRM will have calculations completed by Enron for flow ranges prior to EOGRMinstalling.  Any no emergency maintenance, repair, or other changes to the facilities by TW are subject to 72 hours notification to EOGRM by TW prior to the start of such work. 

TW will provide an inspector on site during construction to coordinate and ensure the facilities are built to Enron and DOT specifications. 

EOGRM initially did not want the facilities to have flow control, but TW indicated that it was necessary to assure the integrity of the scheduled volume.  However, prior to shutting the valve TW will agree to notify Jerry Ball, or Mark Kraus. 

The interconnect, with all the quality control equipment, is to be installed and operational by August 31, 2001.

TW will install the SCADA communication with Houston at no additional cost to EOGRM.

TW agrees to deliver materials currently on hand for this project to EOGRM in Lovington by Monday, August 13, 2001.  

Please indicate by signing below your understanding and acceptance of these comments.  Both companies also agree via this letter to enter into a new Operating & Interconnect Agreement that incorporates this information and the revised intentions presented by both companies.  It is understood that this new Agreement will be fully executed by August 31, 2001.

Thank you for your help and efforts.

Sincerely, 

Bob Burleson

Account Director

EOG Resources Marketing, Inc.
Mark Kraus   _______________________

Title
      _______________________

Date
      _______________________

