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October 18, 2000

Mr. Larry Karl

Formosa Hydrocarbons Company, Inc.

P.O. Box 769

Point Comfort, TX  77978

Dear Larry:

Based on the uncertainty of supply and the growth in south Texas of end users, this is the best offer I can show Formosa.  The one year strip is $4.63 fixed price but there is value with very low priced floors.  Please consider them as I can pass on savings to Formosa.  As long as the market remains at these levels or much less than these levels a floor is a valuable prospect.   In accordance with your request, Houston Pipe Line Company offers the following gas supply proposal for the Point Comfort facility.  This proposal would constitute an amendment to our existing agreement.

Delivery Location:
Houston Pipeline meter # 1000

Type of service: 

Firm – with pressure control

Term:


Start date: November 1, 2000 through October 31, 2001

Quantity:

MinDQ: 20,000 mmbtu/d




MaxDQ: Based on a swing agreement

Price Options:           A)  
For 20,000 mmbtu/d  the price shall be Inside Ferc – Houston Ship Channel (IFHSC) less (.035) on a one-year transaction








B) For 20,000 mmbtu/d  the price shall be Inside Ferc – Houston Ship Channel (IFHSC) less (.05) with a floor of $2.75 on a one-year transaction

C) For 20,000 mmbtu/d  the price shall be Inside Ferc – Houston Ship Channel (IFHSC) less (.14) with a floor of $3.50 on a one-year transaction

Swing Pricing:

The first 10,000 mmbtu/d
will be priced at Gas Daily HSC less (.035)




Any additional gas will be taken at Gas Daily HSC less (.03) up to meter capacity.

Flexible pricing:
Formosa has the right to price the  10,000 mmbtu/d swing gas at IF-HSC less (.035) by notifying Enron, as long as there is no premium regarding the Gas Daily HSC offer.  If there is such a premium Formosa will choose to add this premium to the IF – HSC less (.035) offer or continue to take at Gas Daily HSC less (.035).*

*As the prompt month approaches Gas Daily pricing can disconnect from Index pricing.  This difference will be reflected in the financial Gas Daily offer as a premium or discount to index as displayed on Enron Online.  If there is a change in either direction, I will pass this on to Formosa.  The intent of flexible pricing is to give Formosa choice in pricing not an opportunity to arbitrage between these two markets.  The earlier in the month the election is chosen, the more likelihood that these markets are trading equally.

This proposal is for discussion purposes only to facilitate the negotiation, preparation and execution of a definite agreement.  Thank you for the opportunity to serve Formosa’s natural gas requirements.  I look forward to discussing this transaction with you at your earliest convenience.


Sincerely,

Gary Lamphier

713 853-3345


