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Rich Herweck									October 16, 2001
CoServ	
7701 South Stemmons
Lake Dallas, TX 75065


Dear Rich,

Attached below is a revised copy of Enron’s proposal for natural gas.  There has been a revision of some of the index prices shown for the next two years and the fixed price gas supply has been added to the proposal.

If you have any questions on the proposal, please call Gary Bryan or myself at the numbers listed below.  We thank you for the opportunity to respond to your RFP and we look forward to supplying natural gas to CoServ.

Thank you,

J.D. Buss
713-853-3851

Gary Bryan
713-853-6784
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Rich Herweck									October 16, 2001	
CoServ	
7701 South Stemmons
Lake Dallas, TX 75065

Re: Response to Proposal for Natural Gas Supplies

This letter shall confirm Enron North America (Seller) intent to sell natural gas to CoServ (Buyer) under the following terms.

Proposal #1:

Term:			November 01, 2001 through October 31, 2003

Delivery Location:	Katy Lonestar
			Waha Lonestar
			Carthage Lonestar

Type of Service:	Firm.  It is understood that ENA will supply gas at the above delivery locations and CoServ shall be responsible for pulling gas away from the above delivery locations and into CoServ’s choice of downstream pipelines.

Base load Quantity (Daily MMBTU):			
	Daily Volumes:
	Katy
	Waha
	Carthage

	 
	11/1/2001
	500
	500
	500

	 
	12/1/2001
	1500
	1500
	1500

	 
	1/1/2002
	2500
	2500
	2500

	 
	2/1/2002
	2300
	2300
	2300

	 
	3/1/2002
	1500
	1500
	1500

	 
	4/1/2002
	1300
	1300
	1300

	 
	5/1/2002
	500
	500
	500

	 
	6/1/2002
	400
	400
	400

	 
	7/1/2002
	300
	300
	300

	 
	8/1/2002
	300
	300
	300

	 
	9/1/2002
	400
	400
	400

	 
	10/1/2002
	500
	500
	500

	 
	11/1/2002
	900
	900
	900

	 
	12/1/2002
	3200
	3200
	3200

	 
	1/1/2003
	5100
	5100
	5100

	 
	2/1/2003
	4400
	4400
	4400

	 
	3/1/2003
	2800
	2800
	2800

	 
	4/1/2003
	2300
	2300
	2300

	 
	5/1/2003
	900
	900
	900

	 
	6/1/2003
	600
	600
	600

	 
	7/1/2003
	500
	500
	500

	 
	8/1/2003
	400
	400
	400

	 
	9/1/2003
	600
	600
	600

	 
	10/1/2003
	800
	800
	800




Swing Tiers and Volumes:
	Tier 1:	Zero to equivalent of daily base load volume at Waha
Tier 2:	Zero to equivalent of daily base load volume at Katy
Tier 3:	Zero to equivalent of daily base load volume at Carthage

Swing gas will be provided based on the tiered order presented above.


Price:	Base load: 	Katy Volumes:  Inside FERC Houston Ship Channel minus $.01
			Waha Volumes: Inside FERC Waha plus $.025
Carthage Volumes:  Inside FERC Houston Ship Channel minus $.06

Swing:	Tier 1:	Gas Daily Tex intras, Waha area Mid-point plus $.04 for all volumes
Tier 2:	Gas Daily Katy plant tailgate Mid-point plus $.03 for all volumes	Tier 3:	Gas Daily Carthage Hub tailgate Mid-point plus $.03 for all volumes

Nomination:	Gas Daily nominations are due one-day prior to flow by 8:00 AM with weekend nominations made on Friday for Saturday, Sunday and Monday. 

Proposal #2:

Term:			November 01, 2001 through October 31, 2002

Delivery Location:	Waha Lonestar
			
Type of Service:	Firm.  It is understood that ENA will supply gas at the above delivery location and CoServ shall be responsible for pulling gas away from the above delivery location and into CoServ’s choice of downstream pipelines.

Volume:		20,000 Mmbtu per month

Price:			$2.8775 per Mmbtu

 
This offer is for discussion purposes only and is not intended to be complete and all-inclusive of the terms of the related transaction.  This is not an offer or a commitment of Enron North America or any parent or affiliate of Enron North America.  The transaction described herein is subject to further review and approval of Enron North America and execution of definitive agreements containing all appropriate provisions, including those relating to credit and limitation of damages.

Gary Bryan
(713) 853-6784

J.D. Buss
(713 853-3851
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