Meeting Discussion Points with Rich from CoServ:

Date:  October 23, 2001

Purpose:  Rich wants to review our process for nominating and managing physical gas on a daily basis.  

Description:  

Rich has firm transport on the Lonestar system and can accept gas at multiple locations.  We have presented a structure that will provide gas at three locations on a daily basis (Katy, Waha, and Carthage).  If there is swing volumes that are needed, then those will be provided based on a tiered structure (1. Waha,  2. Katy,  3.  Carthage).  

Issues:

1. We want to suggest new points on the Lonestar system where we can purchase gas directly from producers. 

a.  Need to see if Rich can add those points to his contract.

b. Need to explain to Rich that this gas is coming from producers and may have more uncertainity but that is not as big of an issue since we will have alternative points to use for delivery.

2. The deal has volumes split among three locations because of the transport agreement CoServ has with Lonestar, but this will most likely not be a firm standard for CoServ:  This could give us flexibility on where we source the gas from.   We could choose to serve all the volumes from Waha one day and all the volumes from Katy the next day.

3. This is somewhat of an implied option for us in that we can choose which location we want to serve gas from.  The expectation will be that if we serve all of our gas from Waha, we will charge him the rate shown on the RFP.  

