Phillips Petroleum Company.





January 17, 1999

Attn:   Ken Baker

Re: FTS-1 Agreement No. 24927

Pursuant to negotiations, Transwestern Pipeline Company (“Transwestern”) and Phillips Petroleum Company  (“Shipper”) agree as follows regarding the provisions of firm transportation service:

1. Shipper and Transwestern have entered into a Firm Transportation Service Agreement (“FTS-1”) Contract # 24927.

2.     The term of the discounted rate provided hereunder shall be from February 1, 2001  through January 31, 2006.

                  The discounted rate for the FTS-1 agreement is as follows:


$  .040/MMBtu/day - Total Charge* for the months of April, May, June, July August, September and October of the calender years  2001, 2002 and 2003.  Total Charge in such months shall increase each year thereafter by $.0050/Mmbtu/day.

$.035/MMBtu/day – Total Charge* for the months of January, February, March, November and December of calander years 2001, 2002, and 2003,  Total Charge in such months shall increase each year thereafter by $.0050/Mmbtu/day.

*    The combined discounted commodity and reservation rate for the term of this discount shall be the applicable Total Charge multiplied by the total contract quantity.  The total charge shall include all applicable surcharges, provided that the transportation rates set forth above shall in no event be greater than the maximum or lower than the minimum rates provided in Transwestern’s FERC Gas Tariff, as amended from time to time.  Transwestern shall allocate the combined rate between the reservation and commodity components inclusive of surcharges.

In  addition to the above stated rates, Shipper shall also pay any applicable fuel pursuant to Transwestern’s FERC Gas Tariff.  The transportation rates, set forth above, shall in no event be greater than the maximum or lower than the minimum rates provided in Transwestern’s FERC Gas  Tariff, as amended from time to time.

3.   Such discounted rate shall apply to deliveries at the primary points of delivery set forth on Appendix A.  Shipper may utilize alternate receipt points within the primary south-flow path of Ignacio to El Paso/Blanco and may utilize the alternate delivery point of I/B link.  Shipper may utilize a north-flow path on an alternate basis at an incremental charge of $.0100/MMBtu/day based on actual volumes.   If any alternate receipt or delivery points are utilized other than those described herein, the discounted rate set forth herein shall not be applicable and Transwestern’s maximum rates shall apply during the time such other alternate points are utilized.

4.   Each party agrees that it will maintain this amendment, all of its contents and subsequent discount documentation and communications in strict confidence and that it will not cause or permit disclosure thereof to any third party without the express written consent of the other party except to the extent necessary to comply with valid laws, regulations or orders of any court or agency having jurisdiction. However, in the event a party becomes aware of a judicial or administrative proceeding or request that has resulted or that may result in such disclosure, it shall so notify the other party immediately and will also take all actions necessary to maintain confidentiality of all discount communications and documents.

The parties agree that a facsimile of this agreement, when properly executed and transmitted, shall be considered for all purposes to be an original contract, and shall be deemed for all purposes to be signed and constitute a binding agreement.

This Amendment shall be effective February 1, 2001.  No other terms and conditions of the Agreement are affected hereby.  Except as amended herein, the Agreement shall remain in full force and effect.

This Amendment shall be binding and inure to the benefits of the Parties hereto and their respective successors and assigns.

ACCEPTED AND AGREED TO                                   ACCEPTED AND AGREED TO

This _________ day of _________________, 2000       This _________ day of _________________, 2000.

TRANSWESTERN PIPELINE COMPANY.
    PHILLIPS PETROLEUM COMPANY

By: ______________________________________       By: ______________________________________                                                                                                                                                                                                                                    

Title: ____________________________________        Title: ____________________________________   

