September  27, 2001

Pemex Gas y Petroquimica Basica

Mr. Jorge Rojas

Av. Marina Nacional No. 329

Edificio B-1, Piso 9

Col. Huasteca

11311 Mexico, D.F.

Re:
Proposed Firm Transportation Service 

Dear Jorge,

This letter sets forth the proposed principle terms to be included in a firm natural gas transportation agreement between Transwestern Pipeline Company (“TW”) and MGI Supply, LTD (“MGI”).  This agreement will be for the purpose of transporting gas on the TW system from various receipt points in the East of Thoreau Area to the proposed TW/TransPecos pipeline interconnect in Ward County, Texas.

Type of Service:  Firm Transportation Service FTS-1

Primary Receipt Points:  West Texas Pool 




 Central Pool




 Panhandle Pool

Alternate Receipt Points:  East of Thoreau Area Only

Primary Delivery Point:  Proposed TW/TransPecos Delivery Point in Ward County, TX 

Quantity:   Up to 240,000 MMBtu/d 
Term: 
5 years or longer up to 15 years

Effective Date:  Commencing with the in-service of TransPecos Pipeline estimated to be no sooner than April 2003. 

Rate: 
Up to the first 75,000 MMBtu/d,   $0.05/MMBtu one part rate for five years.  For volumes over 75,000 MMBtu/d and up to 240,000 MMBtu/d,  $0.04/MMBtu one part rate for five years.  For every year after the fifth year, the rate will escalate by $0.01 MMBtu per year not to exceed Transwestern's maximum tariff rate.  

Fuel:  Tariff fuel

This offer will remain in effect for a period beginning with the execution date of the Letter of Intent between Pemex and TransPecos Pipeline for firm transportation service and ending at such time that the final TransPecos Transportation Agreement is executed.  However, in no circumstances will this offer exceed a term of two months from the date of this letter.  This offer is subject to capacity availability at the time a formal request for firm transportation is submitted by shipper.  Service will be in accordance with Transwestern’s FERC Gas Tariff.  The consummation of this proposed transaction is subject to the execution of a definitive firm transportation agreement.

Please feel free to call us should you wish to discuss, we would be happy to answer any questions you may have.  We look forward to working with you in this endeavor.

Sincerely,

Kim Watson

Director Transwestern Commercial Group

