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	Enron North America Corp.
P.O. Box 4428
Houston TX 77210-4428
(713) 853-3300
Fax (713) 646-4816
 


CONFIRMATION

(SWAP)

Date:



May 24, 2001
To:



KCS Energy Marketing Inc. ("Counterparty")

Attention:


Document Department
Fax No.:


(713) 877-1394
From:



Enron North America Corp. (“ENA”)

Re:



Commodity Swap VC0975.1

Reference is made to the Master Agreement dated as of September 1, 1994 as amended (the "Agreement") between KCS Energy Marketing Inc. ("Counterparty") and Enron North America Corp. (“ENA”), pursuant to which this Confirmation is delivered and to which the Transaction contemplated herein is subject.  Terms used but not otherwised defined herein shall have the meanings given in the Agreement.  


This is a confirmation of the following Transaction entered between us on May 24, 2001:

General Terms:

Type of Transaction:


Swap

	Notional Quantity per

Determination Period:
	See Attachment



Commodity     



Natural Gas
Effective Date:



June 01, 2001
Termination Date:


May 31, 2003
	Determination Period(s):
	Each calendar month beginning with June 01, 2001 and ending on May 31, 2003.


	Payment Date(s):
	The fifth (5th) Business Day following the date on which the Floating Price is determinable


Fixed Amount Details:

Fixed Price Payor:


ENA
	Fixed Price:
	US Dollars $4.25500 per MMBtu


Floating Amount Details:

Floating Price Payor:


Counterparty
	Floating Price:
	The average of the daily settlement prices for the last three (3) scheduled Trading Days of the NYMEX Henry Hub Natural Gas Futures Contract for the applicable Determination Period

	 
	 


Additional Provisions:

(1) Unilateral Right of Termination.

The parties agree that if by 5:00 p.m. on June 15, 2001, as such date may be mutually amended (the “Closing Time”), KCS Resources, Inc. and ENA, or their designees, have not executed definitive agreements for the purchase and sale of a term overriding royalty (the “ORRI”) in accordance with the terms and conditions of the Letter of Understanding dated May 23, 2001 executed by KCS Resources, Inc. and ENA on (the “LOU”), which Letter of Understanding is incorporated by reference herein, then ENA shall have the unilateral right to terminate this Transaction and ENA Commodity Swap VC0917.1 (collectively the “Two Transactions”), subject to the following conditions:

(a) Within two (2) Business Days following the Closing Time, ENA shall notify Counterparty of its intention to terminate this Transaction by giving telephonic or written notice to Counterparty, said termination to be effective as of the Closing Time.

(b) Notwithstanding any other provision contained in the Agreement, the settlement amount for termination of this Transaction shall be determined with respect to the Closing Time (an “Early Termination Date” for purposes of “Loss” as defined in the Agreement) as follows:

ENA shall in good faith calculate its Gain, or Loss and Costs resulting from the termination of the parties’ obligations with respect to the unwind of the Two Transactions.  If ENA’s aggregate Losses and Costs exceed its aggregate Gains, if any, resulting from the termination, Counterparty shall, within five (5) days of receipt of such notice, pay such excess to ENA, which amount shall bear interest at the Default Rate from (and including) the Closing Time to (but excluding) the date of payment.  If ENA’s aggregate Gains exceed its aggregate Losses and Cost, if any, resulting from the termination, ENA shall pay 75% of such excess to Counterparty within five (5) days of receipt by Counterparty of ENA’s notice given above, which amount shall bear interest at the Interest Rate from (and including) the Closing Date to (but excluding) the date of payment.

(2) Collateral Annex.

For purposes only of the Two Transactions as defined hereinabove, the provisions of Annex A, Collateral Annex, to the Agreement (the “Collateral Annex”) shall not include the Two Transactions, but rather, the Two Transactions shall be deemed to be subject to an independent set of collateral and exposure provisions identical to the Collateral Annex, except that the definition of “Exposure Threshold” shall be amended to read:

“Exposure Threshold” shall mean, with respect to (i) ENA, none, and (ii) Counterparty, $250,000; provided, however, that the Exposure Threshold for a party shall be zero upon the occurrence and during the continuance of a Material Adverse Change or an Event of Default (or event that would constitute an Event of Default with the lapse of time or giving of notice or both) with respect to such party. 

(3) Consent of KCS Resources, Inc.

If KCS Resources, Inc. and ENA or their designees have not executed definitive agreements for the purchase and sale of the ORRI by the Closing Time, then ENA, Counterparty, and KCS Resources, Inc. hereby agree that (i) the second and third sentences of Paragraph 4 of the LOU shall be deleted therefrom and (ii) Paragraph (1)(b) of this Confirmation shall be the only provision that governs settlement for the termination of the Two Transactions.  KCS Resources, Inc. appears herein and has executed this Confirmation for the sole purpose of signifying its consent to the provisions of this Paragraph (3) of the Confirmation.  

	For the purposes of the calculations of the Floating Price(s), all numbers shall be rounded as follows: Floating Price(s) relating to commodities quoted in (i) gallons shall be rounded to five places, (ii) MMBtu’s shall be rounded to four places, (iii) barrels shall be rounded to three places and (iv) gigajoules shall be rounded to four places. If the number after the final number is five (5) or greater then the final number shall be increased by one (1), and if the number after the final number is less than five (5) then the final number shall remain unchanged.



Terms used and not otherwise defined in this Confirmation shall have the meanings given them in the Agreement.  


If this Confirmation correctly sets forth the terms of the above-referenced Transaction, please so indicate by signing below and sending this Confirmation (or a copy hereof) to us.


If this Confirmation contains any error, please notify ENA immediately.  Failure to notify ENA of a bona fide error in this Confirmation or failure to accept this Confirmation as provided in the Agreement after receipt by Counterparty shall result in this Confirmation being deemed binding as sent.


We look forward to receiving your prompt reply.

	Yours sincerely,

Enron North America Corp.
By:        «SignatureGoesHere»
Name:   «SignerName»
Title:     «SignerTitle»
	Deal No. VC0975.1 

Confirmed as of the date first above written:

KCS Energy Marketing Inc.
By:  







Name:  






Title:  














KCS Resources, Inc., appearing for the purpose of








Acknowledging its consent to Paragraph (3)








By: _______________________________








Name: ____________________________








Title: _____________________________






       Attachment






Contract No. VC0975.1



Quantity Measurement: MMBtu



                                    Quantity Per Month



Calculation                   Per Calculation                  Fixed Price



     Period                             Period                          ( per MMBtu )



--------------------            ---------------------              ----------------------



June, 2001


326,052
 $4.25500 



July, 2001


306,591
 $4.25500 



August, 2001


289,397
 $4.25500 



September, 2001

249,294
 $4.25500 



October, 2001


226,511
 $4.25500 



November, 2001

236,194
 $4.25500 



December, 2001

242,991
 $4.25500 



January, 2002


247,898
 $4.25500 



February, 2002


229,967
 $4.25500 



March, 2002


198,465
 $4.25500 



April, 2002


190,185
 $4.25500 



May, 2002


167,029
 $4.25500 



June, 2002


168,770
 $4.25500 



July, 2002


166,924
 $4.25500 



August, 2002


160,367
 $4.25500 



September, 2002

164,722
 $4.25500 



October, 2002


168,091
 $4.25500 



November, 2002

196,952
 $4.25500 



December, 2002

204,607
 $4.25500 



January, 2003


194,522
 $4.25500 



February, 2003


186,349
 $4.25500 



March, 2003


160,801
 $4.25500 



April, 2003


156,149
 $4.25500 



May, 2003


135,536
 $4.25500 




End Of Attachment
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