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November 13, 2000

Formosa Hydrocarbons Company, Inc.
103 Fannin
P. O. Box 769
Point Comfort, Texas 77978

	Attn:  Contract Manager

Re:	Transaction Agreement No. 2

Gentlemen:

	This Transaction Agreement No. 2 (this "Agreement") shall form and effectuate the current proposal between Formosa Hydrocarbons Company, Inc. ("Customer") and Houston Pipe Line Company ("Company") regarding the purchase and sale of Gas effective as of November 1, 2000, under the following terms and conditions.

	Customer to purchase and receive (Buyer) and Company to sell and deliver (Seller).

	QUANTITIES:  DCQ:
	20,000 MMBtu of Gas per Day.

	Swing-Volume Gas:



	Buyer and Seller agree that Buyer shall have the option to purchase and receive on a fully interruptible basis                                            up to 10,000 MMBtu of Swing-Volume Gas per Day in addition to the DCQ for any Day during the Period of Delivery.  It is understood and agreed that variations in Swing-Volume Gas are solely as a result of operational needs of Buyer’s facility and that Buyer will endeavor (that is Buyer will make every effort) to Schedule Swing-Volume Gas by providing Seller notice thereof with respect to each Day not later than 10:00 a.m. on the previous Day.

	DELIVERY POINT:
	Outlet flange of Houston Pipe Line Company (HPL) Meter Number 1000 located at Customer’s facility.

	
	

	PERIOD OF DELIVERY:
	November 1, 2000 through October 31, 2001

	
	

	CONTRACT PRICE (per MMBtu):
	1)	DCQ – Index Price minus $0.035 per MMBtu. 
2) 1st 10,000 MMBtu per Day of Swing-Volume Gas – HSC Spot Price (Midpoint) minus $0.035 per MMBtu.
3)	For all quantities of Swing-Volume Gas in excess of 10,000 MMBtu per Day – HSC Spot Price (Midpoint) minus $0.03 per MMBtu.

	
	4)	Customer shall have the option to convert the price of the 10,000 MMBtu per day of Swing Volume Gas to Index Price minus $0.035 per MMBtu by notifying Company, as long as there is no premium regarding the HSC Spot Price (Midpoint) offer.  If there is a premium, Customer shall choose to add this premium to the Index Price minus $0.035 per MMBtu offer or continue to take the Swing Volume Gas at the price provided in 2) above. 

	
	5)	In the event Customer fails to purchase and receive the DCQ for any day, the difference between the quantity actually purchased and received for such day and the DCQ shall be Customer’s Deficit Quantity and the price to be paid by Company to Customer for each MMBtu of such Customer’s Deficit Quantity shall be equal to the Katy Spot Price (Midpoint) minus $0.025 per MMBtu.

	
	

	SPOT PRICE LOCATION:
	East-Houston-Katy / Houston Ship Channel

	
	


OTHER:  Definitions:
	
1. “HSC Spot Price (Midpoint)” means the Spot Price (Midpoint) set forth in Gas Daily® (Financial Times Energy), or successor publication, in the column "Daily Price Survey" under Houston Ship Channel as reported on the Gas Day following the Gas Day on which the Customer Swing-Volume Quantity occurred; provided, if there is no midpoint price published on such Gas Day, then the Spot Price (Midpoint) shall be deemed to be the midpoint price for the next Gas Day for which a Spot Price (Midpoint) can be determined in accordance herewith.

2. “Index Price” means the Index Price published in Inside F.E.R.C.’s Gas Market Report for Houston Ship Channel index (large packages only), as listed in the table entitled “Delivered Spot-Gas Price” in the first-of-the-month issue of such publication for each Month during the Period of Delivery.

3.  “Katy Spot Price (Midpoint)” means the Spot Price (Midpoint) set forth in Gas Daily® (Financial Times Energy.), or successor publication, in the column "Daily Price Survey" under East-Houston-Katy as reported on the Gas Day following the Gas Day on which the Customer Deficit Quantity occurred; provided, if there is no midpoint price published on such Gas Day, then the Spot Price (Midpoint) shall be deemed to be the midpoint price for the next Gas Day for which a Spot Price (Midpoint) can be determined in accordance herewith.

	This Transaction Agreement No. 2 is being provided pursuant to and in accordance with the Master Purchase/Sale Agreement dated effective as of August 1, 1995 between Customer and Company (successor in interest to HPL Resources Company), and constitutes part of and is subject to all of the terms and provisions of such Agreement.  Please execute this Transaction Agreement and return an executed copy to Company.  Your execution should reflect the appropriate party in your organization who has the authority to enter into this Transaction.  Upon receipt by Company of this executed Transaction Agreement it shall constitute a Transaction formed and effectuated under Section 2.2(i) of the above referenced Master Agreement.  In the event Customer alters the terms of this Transaction Agreement in any manner or fails to execute and return to Company this Transaction Agreement within 5 days of its receipt thereof, there will be no Transaction under the above referenced Master Agreement pursuant to this Transaction Agreement.

	HOUSTON PIPE LINE COMPANY

	

By: 	

	Title 	

	"Company"

	

	FORMOSA HYDROCARBONS COMPANY, INC.

	

By: 	

	Title 	

	"Customer"
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