November 22, 2000

Peoples Energy Corp.

130 East Randolph Drive

Chicago, Illinois   60601

Attn.:   James Luebbers


Re:
October Gas Purchases 

At the request of Peoples Energy Corp. (“Peoples”), Enron North America (“Enron”) proposes to amend the payment terms for gas purchased during the month of October, 2000 by Peoples Gas Light & Coke Company (“PGLC”) and North Shore Gas Company (“NS”) under the respective Gas Purchase and Agency Agreement dated September 16, 1999.

Current Invoice Amounts

PGLC and NS invoices, included for reference, are currently due November 27, 2000 in the following amounts:

PGLC
 
$37,235,211.12

NS

$  6,343,929.33
     Total
$43,579,140.45

Amended Terms

PGLC and NS will pay the above referenced invoices in full on or before December 26, 2000.  In addition, PGLC and NS will pay Enron a payment interest on overdue amounts in the following amounts:

PGLC

     $278,953.79

NS

     $  47,526.60

    Total

     $326,480.39

The payment interest on overdue amounts is calculated according to the following formula:

(Invoice Amount x .093 x 29 days / 360 days).  

Any invoice amounts that have not been received by December 26, 2000 will be charged late payment interest at an annual rate equal to the Citibank, N.A. prime rate in effect from time to time plus 3.0 percent (300 basis points) times the unpaid invoice amounts for the number of days such invoice remains unpaid.  Any invoice amounts that have not been received by December 31, 2000 will be charged late payment interest at an annual rate equal to the Citibank, N.A. prime rate in effect from time to time plus 10.0 percent (1,000 basis points) times the unpaid invoice amounts for the number of days such invoice remains unpaid.

Future Payments

This proposal for amended payment terms only applies to gas purchased by PGLC and NS from Enron during the month of October, 2000.  Gas purchased by PGLC and NS from Enron in other months remains subject to the existing payment terms under the respective Gas Purchase and Agency Agreements dated September 16, 1999.

Please indicate your acceptance of these terms and conditions by signing below.

Sincerely, 

Gregg Penman

Manager

Accepted this 22nd day of November, 2000:

By:  _____________________________


James Luebbers


Chief Financial Officer


Confidential


