December 6, 2001


Mr. Dan McFearin
Manager, Gas Transportation
Public Service Company of New Mexico
414 Silver Street, S.W.
Alvarado Square
Albuquerque, New Mexico 87158


Dear Mr. McFearin:

	Transwestern Pipeline Company (“Transwestern”) is in receipt of your letter dated December 5, 2001, in which PNM Gas Services, a Division of Public Service Company of New Mexico (“PSCNM”), has submitted to Transwestern a demand for a letter of credit or cash deposit in the amount of $317,440 (“Collateral”).  PSCNM states that this demand is made pursuant to the terms of the Off-System Standard Transportation Agreement dated April 1, 2000 (“Agreement”), between Transwestern and PSCNM. 

	As you are aware, Transwestern has to date transported no volumes under the Agreement and currently does not anticipate transporting any such volumes. Accordingly, both Transwestern and PSCNM hereby terminate the Agreement effective as of the date hereof. Such termination shall be without liability to either Transwestern or PSCNM. In addition, Transwestern and PSCNM each hereby releases and discharges any and all claims of any nature that it may have against the other. Without limiting in any manner the preceding sentence, in light of the termination of the Agreement, PSCNM hereby withdraws its demand for the Collateral. 

	If you are in agreement with the foregoing, please so indicate by having duly authorized officer or agent of PSCNM sign in the space provided below. 


						Transwestern Pipeline Company

						By: _______________________
						Title: ______________________

Agreed to and Accepted by:

PNM Gas Services, a Division of
Public Service Company of New Mexico

By: ___________________________
Title: __________________________
	
