


Transporter may elect to bill Shipper for all further costs for related Gas testing to

confinn that any such deficiency has been corrected.

2.4, Transporter has the right to charge Shipper for all costs and expenses, including but not
limited to, costs related to clean up and/or remediation, associated with the receipt of Gas
that does not conform with the quality specifications for Gas to be received by

Transporter as set forth in this Section.

2.5.  Transporter's acceptance of non-conforming Gas without invoking its rights set forth in
Sections 2.3 or 2.4 shall not constitute any continuing waiver of Transporter's rights to

require compliance or application of Transporter’s rights as set forth herein.

3. PRESSURE
3.1  Gasreceived for transportation hereunder shall be received at pressures sufficient to enter
Transporter’s pipeline against the varying pressures maintained in such pipeline from
time to time, but in no event in excess of Transporter’s maximum allowable operating
pressure at the Point(s) of Receipt. Delivery of Gas by Transporter to Shipper shall be at

pressures as may be available from time to time in Transporter's system.

4, MEASUREMENT AND TESTS
The measurement of Gas at the Point(s) of Receipt and Point(s) of Delivery shall be in

accordance with the following provisions:

4.1.  For all of the purposes of the Statement of Operating Conditions, a standard Cubic Foot
of Gas shall be that quantity which occupies one Cubic Foot of space at a temperature of
sixty (60) degrees Fahrenheit and at a pressure of fourteen and seventy-three hundredths
(14.73) pounds per square inch absolute. The volumes of Gas received and delivered
hereunder shall be measured and computed in accordance with methods prescribed by the
American Gas Association. Installation of new measurement facilities, whether by
Transporter or Shipper, shal] be in accordance with the latest and approved version of the

applicable American Gas Association’s standards.

Page 5 (GT&C)

- ]



4.2.

43.

4.4.

4.5.

4.6.

4.7.

The total heating value of the Gas in Btu per Cubic Foot and the specific gravity received
and delivered hereunder shall be determined from a sample of Gas taken by means of a
composite sampler, a spot sample, a Gas chromatograph, or any other method in general
use in the Gas industry. The recorded average specific gravity to the nearest one
thousandth (0.001), obtained while Gas is being received and/or delivered, shall be the

applicable specific gravity of Gas for the period under consideration.

Transporter shall make reasonable efforts to collect spot samples from a flowing Gas
stream during normal business hours. In the event that Transporter’s attempts to
coordinate spot sampling are unsuccessful, Transporter shall use the most recently

available Gas sample information,

Transporter, in its sole discretion, may elect to discontinue Gas sampling at Point(s) of
Receipt or Point(s) of Delivery that have been continuously inactive for sixty (60)

consecutive Days.

If, at any time during the term hereof, a new method or technique is developed with
respect to Gas measurement or determination of factors used in such Gas measurement,
such new method or technique may, in Transporter’s sole judgment, be substituted for the

Gas measurement method or technique set forth herein.

Transporter may, at its sole option, install computers, transducers and other associated
sensing devices to accomplish the accurate measurement of Gas received and/or

delivered.

It is recognized that all facilities necessary to measure Gas at Point(s) of Receipt and
Point(s) of Delivery have been or will be installed and in operation as of the date of first
delivery of Gas to Transporter hereunder. Unless otherwise agreed, Transporter shall
install, maintain and operate all facilities and equipment for the accurate measurement of
the Gas received, transported and delivered hereunder. Shipper shall have access to
the measuring equipment at all reasonable times, but readings, calibrations and
adjustments thereof, and changing of charts, shall be done by Transporter unless

otherwise agreed.
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4.8.

4.9.

4.10.

Upon written permission from Transporter, Shipper may, at its option, install, maintain
and operate such new, additional or revised equipment, including check measuring and
signal sharing equipment, as it may desire, at its own expense, and provided that such
equipment is installed so as not to interfere with the custody measurement equipment of
Transporter. Equipment installed by Shipper and not authorized in writing by Transporter
may be removed by Transporter, at Shipper’s expense. Each party shall have the right of
access, at all reasonable times when Gas is being received or delivered, to the measuring
equipment installed by the other party. The calibrating and adjusting of Transporter’s
measuring equipment and changing of meter charts on Transporter’s meters shall be done
only by Transporter and the calibrating and adjusting of Shipper’s measuring equipment
and changing of meter charts on its check meters shall be performed only by Shipper.
Transporter, upon written request by Shipper, or Shipper, upon request by Transporter,
shall mail or deliver to the other all meter charts and/or records used in measurement of
Gas received and delivered hereunder during any specified period for which charts and/or
records are required to be retained as hereinafier provided, but such charts and/or records
shall be mailed or returned to Transporter or Shipper, as the case may be, within thirty
(30) Days after their receipt. Transporter’s Check Measurement Agreement form shall be

available upon request.

Each party shall have the right to be present at the time of any scheduled installation,
testing, cleaning, changing, repairing, inspection, calibration or adjusting of measuring
equipment of the other party used in measurement of Gas received and delivered

hereunder.

All measuring equipment shall be installed in such a manner as to permit an accurate
determination of the quantity of Gas received or delivered and ready verification of the
accuracy of measurement. The parties shall exercise reasonable care in the installation,
maintenance and operation of check measuring, pressure regulating equipment, Gas
compressors or other related equipment so as to prevent inaccuracy in the determination
of the quantity of Gas being measured. Shipper shall control flow rates such that

measurement of the Gas quantity is within the Normal Operating Range of the Orifice
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Meter Station. Transporter shall size the orifice plate such that the flow-dependent
average monthly flow rate falls within the Normal Operating Range of the Orifice Meter
Station. In its sole discretion, Transporter may elect to not provide volumetric
adjustments pursuant to Section 4.13 for flow exceeding the differential pressure
instrument’s range or for flows resulting in damage to orifice plates. When Transporter
determines that pulsation problems or other measurement inaccuracies exist, in addition
to any remedies otherwise available to it, Transporter shall have the right to require
Shipper or other third parties to install and continuously operate and maintain pulsation
dampening equipment and/or to regulate Gas flows in a manner which would prevent or
eliminate such problems or inaccuracies within thirty (30) business Days of notification
by Transporter. Following notice to the affected parties and pending the correction of the
problem, measurement based on charts or meters at any such affected points for system
operating purposes shall be made in a manner which reasonably adjusts or compensates

for the inaccuracy identified.

4.11. The accuracy of the measuring equipment at each Point(s) of Receipt and each Point(s) of
Delivery shall be verified at intervals not exceeding one (1) year and at such other times
as may be requested by Shipper or Transporter, and if any such verification shall be
requested by Shipper or Transporter and the measuring equipment is found to measure
Gas quantities within two percent (2%) accuracy, the expense of such verification shall be

borne by the party requesting verification.

4.12. Transporter may elect to discontinue regular verification of measurement equipment
accuracy at Point(s) of Receipt or Point(s) of Delivery that have been continuously
mactive for sixty (60) Days. Following the discontinuation of measurement equipment
accuracy verification at a Point of Receipt or Point of Delivery, Shipper must provide
three (3) business Days notice prior to Transporter’s subsequent receipt or delivery of

Qas.

4.13. If, upon test, the measuring equipment measures Gas quantities within two percent (2%)
accuracy at any Point(s) of Receipt or Point(s) of Delivery, previous readings of such

equipment after the last preceding test shall be considered correct, but the equipment shall

Page 8 (GT&C) *



be adjusted to record accurately. However, even if the inaccuracy is less than two
percent (2%), if the volume discrepancy is quantifiable and exceeds 250 MMBtu, the
volumes shall be adjusted appropriately. If, at the Point(s) of Receipt or Point(s) of
Delivery, upon any test, the measuring equipment measures Gas quantities with an
inaccuracy requiring adjustment, or if at any time the measuring equipment should be out
of service or not registering, Gas received or delivered through the period during which
the measuring equipment was registering inaccurately or was out of service or not
registering shall be estimated and agreed upon by use of the first of the following
methods which may be applicable:

A By using the registration of any check measuring equipment installed by either

party if registering accurately; or

B. By computing error if percentage of error is ascertainable by calibration, test

or mathematical calculation; or

C. By estimating the quantity received or delivered and/or its thermal content by
reference to actual receipts or deliveries during preceding periods under
similar conditions when the measuring equipment was registering accurately.
If the period during which the measuring equipment at the Point(s) of Receipt
or Point(s) of Delivery had been registering inaccurately or had been out of
service or not registering is not definitely known or agreed upon, correction
shall be made for the last half of the time elapsed since the measuring
equipment was previously tested and found to accurately measure Gas within
two percent (2%). All corrections made as above provided shall be made to

ZETO eITOor.

4.14. The charts and/or records from the measuring equipment shall remain the property of the
party owning the measuring equipment and shall be kept on file for a period of not less

than two (2) years.
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5.1

6.1

6.2

6.3

5. WARRANTY AND INDEMNIFICATION
Each party hereby warrants to the other that at the time of receipt or delivery of Gas
hereunder, it will have the right to receive or deliver, as the case may be, such Gas, and
that such Gas shall be free and clear of all liens and adverse claims; and each party
agrees, with respect to the Gas received or delivered by it, to indemnify the other party
against all suits, actions, debts, accounts, damages, costs (including reasonable attorney
fees), losses and expenses arising from or out of any adverse claim of any and all persons

to or against said Gas while that party has responsibility for the Gas.

6. FORCE MAJEURE
In the event of either party being rendered unable, wholly or in part, by reason of force
majeure to carry out its obligations under the Contract (other than the obligation to make
payment of amounts due hereunder), it is agreed that such party shall give notice and
reasonably full particulars of such force majeure by electronic mail, facsimile
transmission or in writing to the other party within a reasonable time after the occurrence
of the cause relied on, and the obligations of the party giving such notice, so far as they
are affected by such force majeure, shall be suspended during the continuance of any
mability so caused, but for no longer period, and such cause shall, so far as possible, be

remedied with all reasonable dispatch.

The parties’ obligations hereunder shall also be suspended during the continuance of any
force majeure situation to the extent such force majeure conditions prevent delivery of

Gas for Shipper’s account.

The term, “force majeure”, as employed herein shall mean acts of God; strikes, lockouts,
or other industrial disturbances; conditions arising from a change in governmental laws,
orders, rules, or regulations; acts of public enemy; wars; blockades; insurrections; riots;
epidemics; landslides; lightning; earthquakes; fires; storms; floods; washouts; arrests and
restraints of governments and people; civil disturbances; explosions; breakage or accident
to machinery or lines of pipe; the necessity for making repairs, tests, alterations, or
performing maintenance to machinery or lines of pipe; freezing of wells or lines of pipe;

partial or entire failure of wells or treating facilities; and any other causes, whether of the
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6.4

6.5

7.1

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 or
overcome. Such term shall likewise include: (a) those instances where either Transporter
or Shipper is required to obtain servitudes, rights-of-way, grants, permits or licenses to
enable such party to fulfill its obligations under the Contract; the inability of such party to
acquire or the delays on the part of such party in acquiring, at reasonable costs, and after
the exercise of reasonable diligence, such servitudes, rights-of-way, grants, permits, or
licenses, and (b) those instances where either Transporter or Shipper is required to furnish
materials and supplies for the purpose of constructing or maintaining facilities or is
required to secure permits or permissions from any governmental agency to enable such
party to fulfill its obligations under the Contract, the inability of such party to acquire, or
the delays on the part of such party in acquiring, at reasonable costs, and after the exercise

of reasonable diligence, such material and supplies, permits and permissions.

It is understood 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 requirement
that any force majeure shall be remedied with all reasonable dispatch shall not require the
settlement of strikes or lockouts by acceding to the demands of the opposing party when

such course is inadvisable in the discretion of the party having the difficulty.

Notwithstanding the foregoing, it is specifically understood and agreed by the parties
hereto that force majeure shall in no way terminate the parties’ obligations to balance

those volumes of Gas received and delivered hereunder.

GOVERNMENTAL RULES, REGULATIONS AND AUTHORIZATIONS
This Statement of Operating Conditions is subject to all valid orders, laws, rules and
regulations of duly constituted governmental authorities having jurisdiction or control
over the parties, their facilities or Gas supplies, this Statement of Operating Conditions or
any provisions hereof. If at any time during the period of transportation of Gas
hereunder, any such governmental authority shall take or threaten to take any action,
directly or indirectly, whereby the receipt, transportation and delivery of Gas as

contermnplated hereunder shall be proscribed or possibly subjected to terms, conditions,
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7.2

8.1

8.2

83

restraints or regulations, including without limitation by enumeration, rate or price
controls or ceilings that, in the sole judgment of the party affected, would be adverse or
unduly burdensome to that party, such party may, upon written notice, cancel and
terminate the Contract, including the Statement of Operating Conditions, without further
liability hereunder except for payment for services provided hereunder prior to such

cancellation and termination.

The parties agree to timely file and prosecute all applications, statements and notices with

any governmental regulatory authority having appropriate and applicable jurisdiction.

8. BILLINGS AND PAYMENT
On or about the tenth (10") Day of each Month afier delivery of Gas has commenced
hereunder, Transporter shall render to Shipper a statement for the preceding Month
setting forth the total quantity of Gas, and the Btu content thereof, at the Point(s) of
Receipt and Point(s) of Delivery which was received and delivered, respectively, the
amount due Transporter by Shipper for the transportation or other applicable services
performed hereunder and such other information sufficient to explain and support any

adjustments made by Transporter in determining the amount billed.

Shipper shall pay Transporter the amount due on the later of the twenty-fifth (25™) Day of
the Month following the Month of production or fifieen (15) Days after the date of the
invoice described in Section 8.1 or fifteen (15) Days after the date of any other invoice
Transporter renders. In the event Shipper fails to timely pay Transporter according to this
Section, Transporter will assess and Shipper shall pay an interest charge equal to one and
one-half percent (1.5%) per Month on the unpaid balance. Further, in the event Shipper
fails to timely pay Transporter according to this Section, Transporter may, in its sole

discretion, suspend all transportation of Gas pursuant to Section 8.5.

All parties hereto shall have the right at any and all reasonable times to examine the
books and records of the other party to the extent necessary to verify the accuracy of any
statement, charge, computation or demand made under or pursuant to a Contract,

including the Statement of Operating Conditions. The parties agree to schedule such
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8.4

8.5

audits in advance and at mutually agreeable times. Within thirty (30) Days following any
such audit, the auditing party shall notify the audited party of the results of such audit and
specifically, whether the accuracy of any statement, charge, computation or demand will
be challenged. Such books and records shall be kept for not less than two (2) years

following the year in which such statement, charge, computation or demand was made.

Shipper agrees to reimburse Transporter for all taxes that may be levied upon and/or paid

by Transporter, with respect to the transportation services rendered hereunder.

In accordance with Section 8.2, Shipper shall not be required to pay interest on any
amount billed which is in good faith disputed in writing by Shipper and is ultimately
determined to be in error; provided, however, interest shall be due if such amount billed
is found not to be in error. If a portion of any invoice is disputed, Shipper shall pay when
due the portion of the invoice not in dispute. In the event of such failure to pay,
Transporter may suspend deliveries of Gas, subject to Transporter providing forty-eight
(48) hours written notice of such intention to suspend deliveries; provided, however that
if Shipper, in good faith, disputes the amount of any such bill or part thereof and pays to
Transporter such amounts as Shipper concedes to be correct, and furnishes and maintains
a good and sufficient surety bond in an amount and with sureties satisfactory to
Transporter conditioned upon the payment of any amounts ultimately found due upon
such bills after a final determination, then Transporter shall not be entitled to suspend
further delivery due to failure to pay such bills. In the event Shipper’s financial position
significantly deteriorates from that on the execution date of Shipper’s Contract, advance
cash payments or acceptable security (including but not limited to an irrevocable letter of
credit from an acceptable financial institution in an amount and form acceptable to
Transporter) shall be given by Shipper upon demand of Transporter. Transporter may,
without waiving any other rights or remedies it may have, withhold further delivery until
such payment or security is received or take whatever steps it deems necessary, in its sole
judgment, to insure that non-payment of invoices by Shipper does not occur, including
but not limited to, termination of Shipper’s Contract. Notwithstanding the foregoing, if

Shipper fails to make timely payment in accordance with Section 8.2 for any invoice not
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9.1

in dispute, in addition to any other right or remedy it may have under the Statement of

Operating Conditions or under commercial law, Transporter may withhold and set off

such deficient payment against any payments, refunds or credits due or owing by

Transporter to Shipper. In the event Transporter pursues collection on late payment,

Shipper shall be liable for any and all expenses and costs, including court costs and

reasonable attorney fees, incurred as a result of such failure to timely pay.

9. CREDITWORTHINESS

Transporter shall not be required to commence service or to continue to provide service

under a Contract with any Shipper, that:

A.

B.

Is or has become insolvent;

Has voluntarily commenced a case or proceeding or the filing of any petition
under any bankruptcy, insolvency or similar law seeking dissolution, liquidation
or reorganization or the appointment of a receiver, trustee, custodian or liquidator
for itself or a substantial portion of its property, assets or business; or to effect a
plan or other arrangement with its creditors; or has filed an answer admitting the
jurisdiction of the court and the material allegations of any involuntary petition
filed against it in any bankruptcy, insolvency or similar case or proceeding, has
been adjudicated as bankrupt, has made a general assignment for the benefit of
creditors or has consented to, or acquiesced in the appointment of, a receiver,
trustee, custodian or liquidator for itself or a substantial portion of its property,
assets or business or has taken corporate action for the purpose of effectuating any

of the foregoing; or

Has been the subject of the commencement of involuntary proceedings or the
filing of an involuntary petition against Shipper under any bankruptcy, insolvency
or sirnilar law seeking the dissolution, liquidation, or reorganization of Shipper, or
the appointment of a receiver, trustee, custodian or liquidator for Shipper, or of a

substantial part of the property, assets or business of Shipper, or the issuance or
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10.1

levy of any writ, judgment, warrant or attachment, execution or similar process

against a substantial part of the property, assets, or business of Shipper; or

Fails to maintain, or Shipper’s guarantor fails to maintain, an investment grade
credit rating on its senmior unsecured debt of a least “BBB-" from Standard &
Poor’s Rating Group (a division of McGraw-Hill, Inc.) or its successor (“S&P"),
or “Baa3” from Moody’s Investor Services, Inc. or its successor (*Moody’s™), if

Shipper or its guarantor is rated by S&P or Moody’s; or

Fails, in Transporter's reasonable judgment, when requested in writing by
Transporter to demonstrate creditworthiness or provide adequate assurances.
Adequate assurances shall mean a cash prepayment or irrevocable letter of credit
from an acceptable financial institution in an acceptable amount and form, as may
be requested by Transporter, in an amount equal to three (3) Months of service at
the full Maximum Daily Quantity (or, for interruptible shippers, an amount equal
to three (3) Months of estimated service based on historical or projected usage, as
determined by Transporter), plus any other required monthly fees, plus an amount
equal to the highest imbalance payment accrued in one (1) Month during the
previous twelve (12) consecutive Months. Shipper must also make immediate
payment for all services previously rendered to Shipper by Transporter under any
Contract(s), or any other agreements between Transporter and Shipper, including
netting arrangements. Shipper must deliver to Transporter the adequate assurances
within three (3) business Days of receipt of Transporter’s written request, and
maintain such adequate assurances for so long as Transporter has reasonable

grounds to question Shipper’s creditworthiness.

10. CHOICE OF LAW

To the extent that FERC either does not have jurisdiction or declines to exercise
jurisdiction, the interpretation and performance under Shipper’s Contract and the
Statement of Operating Conditions shall be in accordance with the laws of the State of

Oklahoma, excluding any conflict of law principle that might refer such interpretation and
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12.1

performance to the laws of another jurisdiction. With respect to any cause of action
associated directly or indirectly with the terms and conditions of a Contract and the
Statement of Operating Conditions, the parties agree and consent to the exclusive
jurisdiction of the State of Oklahoma, and acknowledge proper venue to be in either state
or federal court located in Oklahoma County, Oklahoma, and hereby waive any defenses
or objections thereto; provided, however, that Transporter may agree to permit a court

with jurisdiction to decide venue as to a specific matter or matters.
11. EEOC COMPLIANCE

To the extent applicable, each party hereby respectively warrants that it is in compliance
with, and during the term hereof will remain in compliance with all applicable laws,
executive orders and acts concerning equal opportunity employment and wage and hours

regulations.
12. MISCELLANEOQUS

As between the parties hereto, Shipper shall be deemed to be in exclusive control and in
possession of the Gas prior to such Gas being received hereunder by Transporter at the
Point(s) of Receipt and responsible for any damages, losses or injuries caused thereby,
except for injuries and damages which shall be occasioned solely and proximately by the
negligent acts or omissions of Transporter. Afier Shipper delivers or causes Gas to be
delivered to Transporter at the Point(s) of Receipt, Transporter shall be deemed to be in
exclusive control and possession of such Gas, and responsible for any injuries or damages
caused thereby, until it is redelivered to Shipper or for the account of Shipper at the
Point(s) of Delivery, except injuries and damages which shall be occasioned solely and
proximately by the negligent acts or omissions of Shipper following such redelivery. At
the Point(s) of Delivery, Shipper shall thereafter be deemed to be in exclusive control and
possession of such Gas and responsible for any injuries or damages caused thereby,
except injuries and damages which shall be occasioned solely and proximately by the

negligent acts or omissions of Transporter.
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13. DESCRIPTIVE HEADINGS

13.1  The descriptive headings of the provisions of Shipper’s Contract and of the Statement of
Operating Conditions are formulated and used for convenience only and shall not be

deemed to affect the meaning or construction of any such provision.
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