June 1, 2001

AEP Energy Services Gas Holding Company

1 Riverside Plaza

Columbus, Ohio  43215

Attn:  Dwayne Hart

Re:
Base Contract for Short-Term Sale and Purchase of Natural Gas, as amended, dated June 11, 1999, between Guadalupe Power Partners L.P. and Enron North America Corp. (the “GPP Contract”).

Ladies and Gentlemen:



This letter will confirm our agreement to enter into a Back-to-Back Agreement between Houston Pipe Line Company (“HPL”) and Enron North America Corp. (“ENA”) dated as of the date hereof (the “Agreement”) pursuant to which HPL will agree to be responsible for the performance of the GPP Contract and ENA will take all actions necessary to ensure that HPL derives the benefits of the GPP Contract.  The Agreement will, in pertinent part, provide for the following:


1.
HPL shall sell to ENA and ENA shall buy all natural gas necessary for ENA to perform its obligations under the GPP Contract on terms and conditions that are identical to those of GPP Contract at the delivery points specified therein.


2.
ENA shall pay to HPL all amounts received by ENA pursuant to the GPP  Contract.


3.
All other terms of the Agreement will be written so as to allocate to HPL, to the extent legally permissible, all benefits, rights, duties, risks and obligations of ENA under the GPP Contract.  It is the intention of the parties to put HPL in substantially the same position it would be in if the GPP Contact had been assigned to and assumed by HPL.



The parties agree to negotiate in good faith a definitive agreement reflecting the above terms on or before June 15, 2001.

ENRON NORTH AMERICA CORP.







By:













Name:













Title:








AGREED TO AND ACCEPTED this ___ day of June, 2001.

AEP ENERGY SERVICES GAS HOLDING COMPANY

By:







Name:







Title:
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