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 One Shell Plaza











           P. O. Box  2463











           Houston, TX  77252-2463
June 13, 2000
Houston Pipeline Company

ATTN: Mr. Gary Lamphier

P. O. Box 1188

Houston, TX  77251-1188

Dear Gary:

Further to our original confirmation of May 3, 2000 and your response of May 4, 2000, concerning supply of natural gas to the Shell manufacturing facility located in Deer Park, Texas, we accept your counter-proposal with the following qualifications:

1.
TERM


The contract period shall be for one year starting July 1, 2000 and ending June 30, 2001.

2.
QUANTITY/PRICE
Shell Oil Company would agree to purchase the following quantities at their respective prices:


a. Firm


32,850,000 MMBtu (90,000 MMBtu/d for 365 days) at an index price based on Inside F.E.R.C.’s Gas Market Report, “Delivered Spot Gas Prices”, Houston Ship Channel/Beaumont, Texas, Large Packages (greater than 3,500 SCF/day), Index, as reported in the first publication of the applicable month minus a commodity differential of $0.01/MMBtu.





Monthly nominated volume will be limited to a range of a minimum of 50,000 MMBtu/d and a maximum of 120,000 MMBtu/d.





Should actual nominated volumes and takes be less than the annual volume of 32,850,000 MMBtu, Shell will be liable for an annual deficiency penalty of $0.10/MMBtu for volumes not taken.


b. Backup Swing
0 – 50,000 MMBtu/d with no monthly volume requirement for all volumes in excess of the monthly nominated firm volume in subsection a above at an index price based on Gas Daily, “Daily Price Survey”, East-Houston-Katy, Houston Ship Channel, Midpoint, using the issue 2 business days following the actual day of delivery plus a commodity differential of $0.04/MMBtu.





If at any time, should actual daily volumes drop below the monthly nominated firm volume in subsection a above, Shell will resell the deficiency gas volume back to HPL at an index price based on Gas Daily, “Daily Price Survey”, East-Houston-Katy, Katy plant tailgate, Midpoint, using the issue 2 business days following the actual day of delivery with no commodity differential.

3. NON-

Non-performance of any conditions of this contract by HPL 


PERFORMANCE
will result in immediate termination of the contract in its entirety.

4. CURTAILMENT/
HPL to allow Shell 24 hours to reduce to requested demands


INTERRUPTIONS
for curtailment or interruptions of firm service other than Force Majeure. Each party will provide as much notice as possible for curtailment or interruption of interruptible service. 

5. NOMINATIONS
Shell will notify HPL of the desired monthly nominated volume during bid week for the coming delivery month. HPL to nominate purchased gas into their pipeline for delivery at Shell’s Deer Park manufacturing facility.

We would also like to accept your offer to upgrade the instrumentation on the HPL-South meter station to permit flow and/or pressure control with appropriate over-rides. We agree to a monthly fee of $1500 for this purpose. We need to complete this task prior to July 1 and therefore request that the necessary meetings between HPL and Deer Park operating personnel be scheduled as soon as possible.

If the above conditions are acceptable to HPL, please prepare the necessary amendment(s) to the existing agreement(s) for Shell execution and forward to me on or before July 1, 2000.

Very truly yours,
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J. Luther Shankster

Energy & Utilities Planning
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