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Spread Value Determination Formula shall mean:

1. (Volume 1&2 )*(Basis 1 +/- Index 1) minus (Basis 2 +/- Index 2) minus (Tariff)*(Term)*(Discount Rate)*(Haircut Factor) 

2. (Volume 3 )*(Basis 1 +/- Index 1) minus (Basis 3 +/- Index 3) minus (Tariff)*(Term)*(Discount Rate)*(Haircut Factor )

The terms above shall have the following specified meanings:

Basis 1
-  Shall be the midpoint forward basis curve for the Socal/Topack market as set by Enron on the close of each business day prior to the calculation, plus or minus the applicable market adjustments ( if any ) that can be made at the time of calculation. 

Basis 2 – Shall be the midpoint forward basis curve for the Permian Basin as set by Enron on the close of each business day prior to the calculation date, plus or minus the applicable market adjustments (if any ) that can be made at the time of calculation. 

Basis3 – Shall be the midpoint forward basis curve for the Permian Basin plus multiplied by 70% plus the forward basis curve for the San Juan Basin multiplied by 30% as set by Enron on the close of each business day prior to the calculation date, plus or minus the applicable market adjustments ( if any) that can be made at the time of calculation. 

Discount Rate – As of any date of determination, the rate for deposits in U.S. Dollars for a designated maturity of ten (10) years which appears on the Reuters Screen ISDA Page, the rate will be determined as if the Parties had specified “USD-LIBOR-Reference-Banks” as applicable Floating Rate Option, plus 200 basis points.  All capitalized terms used in this definition shall have the meaning set forth in the 1998 Supplement to the 1991 ISDA Definitions. BRADFORD NEEDS TO AGREE WITH THIS LANGUAGE.

Index 1 – The positive or negative midpoint of the forward index curve, which represents an adjustment for physical deliveries at the delivery point Socal/Topack. 

Index 2 – The positive or negative midpoint of the forward index curve, which represents an adjustment for physical deliveries at the receipt point Permian Basis/Keytsone Pool. 

Index 3 – The positive or negative midpoint of the forward index curve which represents an adjustment for physical deliveries at the receipt point Permian Basis/Keytsone Pool multiplied by 70% plus the positive or negative midpoint of the forward index curve which represents an adjustment for physical deliveries at the receipt point San Juan Non-Bondad multiplied by 30%.

Haircut Factor  – .80

Tariff Rate- All reservation and commodity rates, fuel charges, and all other charges and surcharges associated with the Capacity throughout the Term of the Capacity as specified in El Paso Natural Gas Tariff. 

Term – the later of June 1, 2001 or calculation date  through March 31, 2003 

Calculation Date –

 Volume1  - 57,090 MMBtu per day of El Paso Natural Gas capacity, # 18791.

Volume2  - 19,875 MMBtu per day of El Paso Natural Gas capacity, # 18790.

Volume3  - 17,066 MMbtu per day of El Paso Natural Gas capacity , # 18795. 

