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Exhibit 10.1
SWAP SETTLEMENT AGREEMENT

This Swap Settl ement Agreenent (the "AGREEMENT"), dated effective as of
August 16, 2004, is entered into by and anong El Paso Corporation, a Del aware
corporation ("EL PASO'), El Paso Merchant Energy, L.P., a Delaware linited
partnership ("EPME"), East Coast Power Hol di ng Conpany L.L.C., a Del aware
limted liability company ("ECPH'), and ECTM Trutta Hol di ngs LP, a Del aware
limted partnership ("TRUTTA"). El Paso, EPME, ECPH and Trutta nmay be referred
to herein individually as a "PARTY" and collectively as the "PARTIES." El Paso
and EPME may be referred to herein individually as an "EL PASO PARTY" and
collectively as the "EL PASO PARTIES". ECPH and Trutta rmay be referred to herein
individually as an "ENRON PARTY" and collectively as the "ENRON PARTI ES".

RECI TALS

WHEREAS, EPME and Mesquite Investors, L.L.C., a Delaware linited
liability company ("MESQUI TE"), entered into two | SDA Master Agreenents, two
Schedul es thereto, and two separate Confirmations (one set referred to by the
Parties as the "ECPH SWAP' and the other set referred to by the Parties as the
"TRUTTA SWAP"), each dated as of February 23, 2001 (collectively, the "SWAP
AGREEMENTS") ;

WHEREAS, Mesquite, pursuant to an Assignnment and Assunption Agreenent
dated February 23, 2001 (the "ECPH ASSI GNMENT"), assigned to ECPH, and ECPH
assuned, all of Mesquite's rights and obligations under the ECPH Swap

WHEREAS, Mesquite, pursuant to an Assignnment and Assunpti on Agreenent
dated as of February 23, 2001 (the "TRUTTA ASSI GNMENT"), assigned to Trutta, and
Trutta assuned, all of Mesquite's rights and obligations under the Trutta Swap;

WHEREAS, El Paso guaranteed (i) EPME s obligations under the ECPH Swap
pursuant to a Cuaranty dated February 23, 2001 (the "ECPH GUARANTY"), and (ii)
EPME s obligations under the Trutta Swap pursuant to a separate Cuaranty dated
February 23, 2001 (the "TRUTTA GUARANTY");

WHEREAS, the Parties have agreed to terminate the Swap Agreenents, the
ECPH Guaranty and the Trutta Guaranty on the terns and conditions set forth
her ei n.

NOW THEREFORE, in consideration of the prenises herein contained and
ot her good and val uabl e consi deration, the sufficiency of which is hereby
acknow edged, the Parties, intending to be legally bound, agree as follows:



AGREEMENT

1. Notes. In consideration of (i) the term nation of the ECPH Swap, the
Trutta Swap, the ECPH Guaranty and the Trutta Guaranty, (ii) the nmutual rel eases
set forth herein, and (iii) the other provisions hereof, El Paso shall
concurrent with the execution and delivery of this Agreenent (subject to the
approval of the Court as set forth in paragraph 7 hereof), execute and deliver
to (a) ECPH, a promissory note in the formof Exhibit A attached hereto, in the
original principal anmount of $117,524,163 (the "ECPH NOTE"), and (b) Trutta, a
prom ssory note in the formof Exhibit B attached hereto, in the origina
princi pal anmbunt of $95,828,992 (the "TRUTTA NOTE"). The ECPH Note and the
Trutta Note are sonetines referred to herein as the "NOTES"

2. Termnation of Swap Agreenents, ECPH Guaranty and Trutta Guaranty.
Effective as of the date hereof, but subject to (i) the execution and delivery
of the Notes and (ii) the approval of the Court as set forth in paragraph 7
hereof, each of the ECPH Swap, the Trutta Swap, the ECPH Guaranty and the Trutta
Guaranty are ternminated in their entirety and are of no further force or effect.

3. Mutual Release. Effective as of the date hereof, but subject to (i)
the execution and delivery of the Notes and (ii) the approval of the Court as
set forth in paragraph 7 hereof, each Party hereto does fully, finally,
compl etely, and absolutely RELEASE, ACQUI T, AND FOREVER DI SCHARGE each of the
other Parties hereto and each of their respective current and former officers,
directors, sharehol ders, enpl oyees, agents, attorneys, parent conpanies,
subsidiaries, affiliates, successors, assigns, and representatives, and al
those at interest therewith, of and fromany and all clainms, denands, actions,
remedi es, causes of action, choses in action, debts, liabilities, contracts,
damages, costs (including, without limtation, attorneys' fees and all costs of
court or other proceedings), expenses and | osses of every kind or nature,
whet her arising by contract, tort or other theory, at this time known or
unknown, accrued or unaccrued, direct or indirect, fixed or contingent, in |aw,
by statute, by regulation, by court order, or in equity, that either of them and
all their representatives, successors, assigns, agents, enployees, or
representatives, and all those at interest therewith, ever had, now has, or
hereafter can, shall or may have, for, upon or by reason or arising out of or
related to the Swap Agreenents, the ECPH Assignnment, the Trutta Assignnent, the
ECPH Guaranty or the Trutta Quaranty; provided, however, that the foregoing
shall not release any Party fromits obligations under this Agreenent or the
Not es.

4. El Paso's Representations and Warranties. Subject only to the
approval of the Court as set forth in paragraph 7 hereof El Paso hereby
represents and warrants to the other Parties hereto as foll ows:

(a) EI Paso is a corporation duly organized, validly existing, and in
good standi ng under the laws of the jurisdiction of its organization, and has
all requisite powers, |icenses, consents, authorizations, and approvals required
to carry on its business as currently conduct ed.

(b) El Paso has the corporate power and authority to execute and
deliver this Agreenent and the Notes, and to perform and consunmate the
transacti ons contenpl ated hereby. El Paso



has taken all actions necessary to authorize the execution and delivery of this
Agreenent and the Notes, and the performance of its obligations hereunder and

t hereunder, and the consunmati on of the transactions contenpl ated hereby. This
Agreenent and the Notes have been duly authorized, executed, and delivered by,
and are enforceabl e agai nst, El Paso, except as the enforceability hereof and
thereof may be linmted by the effect of any applicabl e bankruptcy, insolvency,
reorgani zation, noratorium or simlar |laws affecting creditors' rights
generally and by general principles of equity.

(c) The execution and the delivery of this Agreement and the Notes by
El Paso and the performance and consunmation of the transacti ons contenpl ated
hereby by EIl Paso will not (i) breach any law or order to which El Paso is
subj ect or any provision of its organizational docunents, (ii) breach any
contract, order, or permt to which El Paso is a party or by which El Paso is
bound or to which any of El Paso's assets is subject, or (iii) require any
consent or authorization fromany third party.

(d) I'n connection with the transactions contenplated by this Agreenent,
El Paso has been represented by conpetent |egal counsel and such transacti ons,
as evidenced hereby, are the result of good faith, arms-length negotiations
anong the Parties hereto.

5. EPME s Representations and Warranties. Subject only to the approval
of the Court as set forth in paragraph 7 hereof, EPME hereby represents and
warrants to the other Parties hereto as foll ows:

(a) EPME is a limted partnership duly organized, validly existing, and
in good standing under the laws of the jurisdiction of its organization, and has
all requisite powers, |icenses, consents, authorizations, and approvals required
to carry on its business as currently conduct ed.

(b) EPME has the organizati onal power and authority to execute and
deliver this Agreenent, and to perform and consunmate the transactions
contenpl at ed hereby. EPME has taken all actions necessary to authorize the
execution and delivery of this Agreement, and the performance of its obligations
hereunder, and the consummati on of the transactions contenpl ated hereby. This
Agreenent has been duly authorized, executed, and delivered by, and is
enforceabl e agai nst, EPME, except as the enforceability hereof may be Iinmted by
the effect of any applicable bankruptcy, insolvency, reorganization, noratorium
or simlar laws affecting creditors' rights generally and by general principles
of equity.

(c) The execution and the delivery of this Agreenent by EPME and the
performance and consunmati on of the transactions contenpl ated hereby by EPME
will not (i) breach any |law or order to which EPME is subject or any provision
of its organi zational docunents, (ii) breach any contract, order, or pernit to
which EPME is a party or by which EPME is bound or to which any of EPME s assets
is subject, or (iii) require any consent or authorization fromany third party.

(d) I'n connection with the transactions contenplated by this Agreenent,
EPME has been represented by conpetent |egal counsel and such transactions, as
evi denced hereby, are the result of good faith, arms-length negotiations anobng
the Parties hereto.



6. Representations and Warranties of the Enron Parties. Subject only to
the approval of the Court as set forth in paragraph 7 hereof, the Enron Parties
hereby severally represent and warrant to the other Parties hereto as foll ows:

(a) Each Enron Party is duly fornmed, validly existing, and in good
standi ng under the laws of the jurisdiction of its organization, and has al
requi site powers, licenses, consents, authorizations, and approvals required to
carry on its business as currently conduct ed.

(b) Each Enron Party has the organi zati onal power and authority to
execute and deliver this Agreenent, and to perform and consummate the
transacti ons contenpl ated hereby. Each Enron Party has taken all actions
necessary to authorize the execution and delivery of this Agreenent, the
performance of its obligations hereunder, and the consunmmati on of the
transacti ons contenpl ated hereby, including obtaining Bankruptcy Court Approval
Thi s Agreenent has been duly authorized, executed, and delivered by, and is
enf orceabl e agai nst each Enron Party.

(c) The execution and the delivery of this Agreenent by each Enron
Party and the performance and consunmmati on of the transactions contenpl ated
hereby by each Enron Party will not (i) breach any |law or order to which any
Enron Party is subject or any provision of any Enron Party's organi zati ona
docunents, (ii) breach any contract, order, or permt to which any Enron Party
is a party or by which any Enron Party is bound or to which any Enron Party's
assets is subject, or (iii) except for Bankruptcy Court Approval, require any
consent or authorization fromany third party.

(d) I'n connection with the transactions contenplated by this Agreenent,
each of the Enron Parties has been represented by conpetent |egal counsel and
such transactions, as evidenced hereby, are the result of good faith,
arms- 1 ength negoti ati ons anong the Parties hereto.

(e) Each Enron Party (i) understands that the Notes are not and will
not be registered under the Securities Act of 1933 (the "SECURI TI ES ACT"), or
under any state securities laws, are being offered and sold in reliance upon
certain federal and state exenptions, and may not be sold or transferred by the
hol der of such Note in the absence of an effective registration statenment under
the Securities Act, the availability of an exenption fromregistration
t hereunder as reasonably determ ned by El Paso, or as otherw se expressly
provided for herein, (ii) is sophisticated with know edge and experience in
busi ness and financial matters as to be capable of evaluating the nerits and
risks of investnent in the Notes, (iii) is able to bear the econonic risk and
lack of liquidity inherent in holding the Notes, (iv) is an "accredited
i nvestor" as defined in Regulation D promul gated under the Securities Act, and
(v) acknow edges and understands, in light of the pending restatenent of El
Paso's financial statenments, that it cannot rely on El Paso's previously filed
periodic reports; has had access to and reviewed El Paso's other filings with
the Securities and Exchange Comm ssion; has had the opportunity to ask questions
of El Paso and obtain additional information as desired to evaluate the nerits
and risks inherent in holding the Notes and all such questions have been
answered to each Enron Party's full satisfaction and has received (or been
provi ded access to) all requested additional information concerning its
investnment in the Notes; and does not desire any further information or data
concerni ng El Paso.



(f) Trutta is acquiring the Trutta Note for its own account and not
with a viewto the sale or distribution thereof within the neanings of the
Securities Act.

7. Bankruptcy Court Approval. Notw thstanding anything to the contrary
herein, it is a condition precedent to the effectiveness of this Agreenent and
the Notes, that this Agreement and the Notes shall have been approved by the
United States Bankruptcy Court of the Southern District of New York ("COURT"),
pursuant to the entry of a final, non-appeal able order by the Court in the
matter of In re: Enron Corp., et al., Case No. 01-16034, in a form acceptable to
the Parties ("ORDER'), and such Order has not been stayed, anmended, vacated,
reversed or rescinded, and fromwhich no appeal may be taken or for which the
time to appeal has expired.

8. Sale or Transfer of the Notes.

(a) If either Enron Party desires to sell or transfer (a "TRANSFER')
either of the Notes, such Enron Party shall notify El Paso in witing of the
proposed Transfer, including the identity of the proposed transferee (a
"TRANSFEREE") and the nature of the transaction, and prior to any such Transfer,
deliver to El Paso, at such Enron Party's sol e expense such evidence (including
an opinion of counsel) as El Paso may reasonably request in order to evaluate
such proposed Transfer's conpliance with any applicable securities |aws,
including the Securities Act.

(b) Solely in connection with a Transfer of the ECPH Note, upon request
of ECPH, the original ECPH Note shall be cancelled and El Paso shall issue two
(but not nore than two) new notes in an aggregate principal anmount equal to the
princi pal anobunt of the original ECPH Note. One of the new notes shall be issued
to Cal PERS, subject to Cal PERS execution and delivery of a certificate in the
formattached hereto as Exhibit C (the "CALPERS CERTI FI CATE"), and any renai ning
bal ance under the original ECPH Note shall be issued to ECPH under the other new
note. The Note issued to Cal PERS shall be in the formattached hereto as Exhibit
D (the "CALPERS NOTE"). The Cal PERS Note shall be transferable, in whole but not
in part, by Cal PERS either (i) as provided in paragraph 8(a) hereof or (ii) in
the United States to a person that Cal PERS or a Transferee reasonably believes
is aqualified institutional buyer (as defined in Rule 144A under the Securities
Act) in a transaction neeting the requirenents of Rule 144A, provided that prior
to such Transfer such Transferee shall deliver to El Paso a certificate in
substantially the formof the Cal PERS Certificate. Upon satisfaction of such
requi renents, El Paso shall deliver a new note in the aggregate principal anount
of the Cal PERS Note to the Transferee.

(c) The ECPH Note (except as expressly provided for in paragraph 8(b)
hereof), the Trutta Note, and any subsequent notes (other than the Cal PERS Note)
i ssued in exchange for such notes shall be transferable in whole, but not in
part, subject to any applicable restrictions on transfer set forth in paragraph
8(a) hereof. The Cal PERS Note, and any subsequent notes issued in exchange for
such note, shall be transferable in whole, but not in part, subject to any
applicable restrictions on transfer set forth in paragraph 8(b) hereof.

5



9. M scel | aneous.

(a) Entire Agreenent. This Agreenment, together with the Notes and the
Exhi bits hereto, constitutes the entire agreenent and understandi ng of the
Parties in respect of its subject natter and supersedes all prior
under st andi ngs, agreenents, or representations by or anong the Parties, witten
or oral, to the extent they relate in any way to the subject natter hereof
including, without limtation, the Swap Agreenents.

(b) Successors. Al of the terns, agreements, covenants,
representations, warranties, and conditions of this Agreenent are binding upon,
and inure to the benefit of and are enforceable by, the Parties and their
respective successors and assigns. This Agreenment may not be assigned by any of
the Parties, and any attenpted assignnent shall be void ab initio.

(c) Counterparts. This Agreenent nay be executed in two or nore
counterparts, each of which shall be deemed an original but all of which
together will constitute one and the sanme instrunent.

(d) Headi ngs. The section headi ngs contained in this Agreenment are
inserted for convenience only and shall not affect in any way the meaning or
interpretation of this Agreenent.

(e) Governing Law. This Agreement and the performance of the
obligations of the parties hereunder will be governed by and construed in
accordance with the laws of the State of New York.

(f) Notices. Al notices, requests, and other comuni cati ons hereunder
shall be in witing and sent by registered or certified nail, return receipt
requested, postage prepaid, or overnight express nail, and addressed to the
i ntended recipient as set forth bel ow

If to any of the El Paso Parties:

El Paso Corporation
El Paso Buil di ng
1001 Louisiana Street
Houst on, Texas 77002
Attn: John J. Hopper
Tel : (713) 420-2600
Fax: (713) 420-2708

If to any of the Enron Parties:

Enron North America Corp
Four Houston Center

1221 Lanmr, Suite 1600
Houst on, Texas 77010
Attn: Charles Ward



Tel: (713) 345-8957
Fax: (713) 646-3253

Any Party may send any notice, request, or other communication hereunder to the
i ntended recipient at the address set forth above using any ot her neans
(including personal delivery, expedited courier, nessenger service, telecopy,

telex, ordinary nail, or electronic mail), but no such notice, request, demand,
claim or other conmunication shall be deened to have been duly given unless and
until it actually is received by the intended recipient. Any Party nmay change

the address to which notices, requests, denands, clains, and ot her
communi cati ons hereunder are to be delivered by giving the other Party notice in
the manner herein set forth.

(g) Amendnents and Waivers. No amendnent, nodification, replacenent,
term nation or cancellation of any provision of this Agreenent will be valid
unl ess the same shall be in witing and signed by each of the Parties. No waiver
by any Party of any default, mnisrepresentation, or breach of warranty or
covenant hereunder, whether intentional or not, nmay be deened to extend to any
prior or subsequent default, misrepresentation, or breach of warranty or
covenant hereunder or affect in any way any rights arising because of any prior
or subsequent such occurrence.

(h) Severability. The provisions of this Agreenent shall be deened
severable and the invalidity or unenforceability of any provision shall not
affect the validity or enforceability of the other provisions hereof, provided
that any provision of this Agreenent that is invalid or unenforceable in any
situation or in any jurisdiction will not affect the enforceability of the
remai ning terns and provisions hereof or the enforceability of the offending
termor provision in any other situation or in any other jurisdiction

(i) Subm ssion to Jurisdiction. Each Party submits to the jurisdiction
of any state or federal court sitting in Houston, Texas in any action arising
out of or relating to this Agreenent and agrees that all clains in respect of
the action nmay be heard and determined in any such court. Each Party al so agrees
not to bring any action arising out of or relating to this Agreenent in any
ot her court.

[ Si gnature Page Fol | ows]



Exhi bit 10.1

IN WTNESS WHEREOF, the Parties have caused this Agreenment to be
executed and delivered as of the date first witten above.

EL PASO CORPORATI ON
By: /s/ John J. Hopper

Nane: John J. Hopper
Title: Vice President and Treasury

EL PASO MERCHANT ENERGY, L. P.
By: /s/ D. Mark Lel and

Nane: D. Mark Lel and
Title: Executive Vice President and Chi ef
Fi nancial O ficer

EAST COAST PONER HOLDI NG COMPANY L. L. C.

By: Joint Energy Devel opnent |nvestnents
Il, Limted Partnership, its sole
menmber

By: Enron Capital Managenent Il Linmited
Partnership, its general partner

By: Enron Capital Il Corp., its
general partner

By: /s/ Joseph M Deffner

Nane: Joseph M Deffner
Title: President and Chi ef Executive Oficer

ECTM TRUTTA HOLDI NGS LP
By: Brook I LLC, its general partner
By: /s/ Joseph M Deffner

Nane: Joseph M Deffner
Title: President and Chi ef Executive Oficer



Exhi bit 10.1

EXH BIT A
FORM OF ECPH NOTE

See attached.
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EXH BIT B
FORM OF TRUTTA NOTE

See attached.
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EXHBIT C
FORM OF CALPERS CERTI FI CATE

See attached.
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EXH BIT D
FORM OF CALPERS NOTE

See attached.
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EXH BIT A
FORM OF ECPH NOTE

See attached.



(ECPH Not e)

THI'S NOTE WAS ORI G NALLY I SSUED I N A TRANSACTI ON EXEMPT FROM REG STRATI ON UNDER
THE UNI TED STATES SECURI TI ES ACT OF 1933 (THE "SECURI TI ES ACT"), AND THI S NOTE
MAY NOT BE OFFERED, SOLD OR OTHERW SE TRANSFERRED | N THE ABSENCE OF SUCH

REG STRATI ON OR AN APPLI CABLE EXEMPTI ON THEREFROM THE HOLDER OF THI S NOTE
AGREES FOR THE BENEFI T OF THE COVPANY THAT THI S NOTE MAY BE OFFERED, RESCLD OR
OTHERW SE TRANSFERRED, | N WHCLE BUT NOT I N PART, ONLY (1) IN THE UNI TED STATES
TO A PERSON VWHOM THE SELLER REASONABLY BELI EVES IS A QUALI FI ED | NSTI TUTI ONAL
BUYER (AS DEFINED I N RULE 144A UNDER THE SECURI TI ES ACT) I N A TRANSACTI ON

MEETI NG THE REQUI REMENTS OF RULE 144A OR (I1) PURSUANT TO AN EXEMPTI ON FROM
REGQ STRATI ON UNDER THE SECURI TI ES ACT, AS DETERM NED | N THE REASONABLE

DI SCRETI ON OF THE COVPANY. ANY HOLDER HEREOF DESI RI NG TO TRANSFER THI S NOTE
PURSUANT TO CLAUSE (11) ABOVE MUST FI RST FURNI SH THE COWVPANY, AT HOLDER S SOLE
EXPENSE, AN OPI NI ON OF COUNSEL (I N FORM AND SUBSTANCE REASONABLY SATI SFACTORY TO
THE COVMPANY) THAT NEI THER REG STRATI ON NOR QUALI FI CATI ON UNDER THE SECURI Tl ES
ACT OR ANY APPLI CABLE STATE SECURI TI ES LAWS |'S REQUI RED | N CONNECTI ON W TH SUCH
TRANSFER AND SUCH OTHER EVI DENCE (| NCLUDI NG A CERTI FI CATE FROM THE TRANSFEREE)
AS THE COVPANY MAY REASONABLY REQUEST | N ORDER TO EVALUATE COWVPLI ANCE W TH ANY
APPLI CABLE SECURI TI ES LAW5, | NCLUDI NG THE SECURI TI ES ACT. THE COVMPANY W LL BE
ENTI TLED TO DI SREGARD ANY ATTEMPTED SALE, TRANSFER, OR ASS|I GNMENT | N VI CLATI ON
OF THE FOREGO NG

El Paso Corporation

$117, 524, 163 August 16, 2004

FOR VALUE RECEI VED, the undersigned, El Paso Corporation, a corporation
organi zed under the laws of the State of Del aware (herein called the "COWANY"),
prom ses to pay to the order of East Coast Power Hol ding Conpany L.L.C., a
Delaware limited liability company (together with any other |awful and proper
hol der of this note fromtime to time, the "PAYEE"), the principal sum of
$117,524,163, with interest (conputed on the basis of a 360-day year of twelve
30-day nmonths) fromthe date hereof until paid in full on the unpaid principal
bal ance hereof at the rate equal to the lesser of (i) 6.5% per annumand (ii)
the H ghest Lawful Rate.

1. Definitions. As used in this note, the following terns shall have
the respective nmeani ngs indicated:

(a) "BANKRUPTCY LAW neans Title 11, U. S. Code, or any sinilar
federal or state law for the relief of debtors.



(b) "BOARD OF DI RECTORS" neans the board of directors of the
Conpany, or the executive or any other comrittee of that board duly authorized
to act in respect thereof.

(c) "CONSOLI DATED NET TANGQ BLE ASSETS' neans, at any date of
determination, the total anpbunt of assets after deducting therefrom (i) al
current liabilities (excluding (A any current liabilities that by their terns
are extendabl e or renewable at the option of the obligor thereon to a tine nore
than 12 nonths after the tinme as of which the anpbunt thereof is being conputed,
and (B) current maturities of long-termdebt), and (ii) the value (net of any
appl i cabl e reserves) of all goodw ||, trade nanmes, tradenmarks, patents and ot her
Iike intangi bl e assets, all as set forth on the consolidated bal ance sheet of
the Conpany and its consolidated subsidiaries for the Conpany's nobst recently
conpl eted fiscal quarter, prepared in accordance with generally accepted
accounting principles.

(d) "CUSTODI AN' neans any receiver, trustee, assignee,
liquidator or simlar official under any Bankruptcy Law.

(e) "DEBT" neans any obligation created or assuned by any
Person for the repayment of noney borrowed and any purchase noney obligation
created or assumed by such Person

(f) "DEFAULT" nmeans any event which is, or after notice or
| apse of tinme or both would becone, an Event of Default with respect hereto.

(g) "EVENT OF DEFAULT" has the meani ng specified in paragraph
4(a) hereof.

(h) "FUNDED DEBT" mneans all Debt nmaturing one year or nore
fromthe date of the creation thereof, all Debt directly or indirectly renewable
or extendible, at the option of the debtor, by its terns or by the terns of any
instrument or agreenment relating thereto, to a date one year or nore fromthe
date of the creation thereof, and all Debt under a revolving credit or simlar
agreenment obligating the I ender or |lenders to extend credit over a period of one
year or nore

(i) "H GHEST LAWFUL RATE" shall mean, on any day, the naxinmm
nonusurious rate of interest permtted for that day by whichever of the
applicable federal or state |law permts the highest interest rate, stated as a
rate per annum

(j) "LIEN'" nmeans any nortgage, pledge, security interest,
charge, lien or other encunbrance of any kind, whether or not filed, recorded or
perfected under applicable |aw.

(k) "PERM TTED LI ENS' nmeans (i) Liens upon rights-of-way for
pi pel i ne purposes; (ii) any governmental Lien, mechanics, material nen's,
carriers or simlar Lien incurred in the ordinary course of business which is
not yet due or which is being contested in good faith by appropriate proceedi ngs
and any undeterm ned Lien which is incidental to construction; (iii) the right
reserved to, or vested in, any municipality or public authority by the terns of
any right, power, franchise, grant, license, permt or by any provision of |aw,
to purchase or recapture or to designate a purchaser of, any property; (iv)

Li ens of taxes and assessnments which are (A) for the then current year, (B) not
at the tine delinquent, or (C) delinquent but the validity of which is being
contested at the time by the Company or any Subsidiary in good faith; (v) Liens
of, or to



secure performance of, |eases; (vi) any Lien upon, or deposits of, any assets in
favor of any surety conpany or clerk of court for the purpose of obtaining
indemity or stay of judicial proceedings; (vii) any Lien upon property or
assets acquired or sold by the Conpany or any Restricted Subsidiary resulting
fromthe exercise of any rights arising out of defaults on receivables; (viii)
any Lien incurred in the ordinary course of business in connection with

wor kmen' s conpensati on, unenpl oynent insurance, tenporary disability, socia
security, retiree health or sinilar laws or regulations or to secure obligations
i nposed by statute or governnental regulations; (ix) any Lien upon any property
or assets in accordance with customary banking practice to secure any Debt
incurred by the Conpany or any Restricted Subsidiary in connection with the
exporting of goods to, or between, or the marketing of goods in, or the
importing of goods from foreign countries; or (x) any Lien in favor of the
United States of Anerica or any state thereof, or any other country, or any
political subdivision of any of the foregoing, to secure partial, progress,
advance, or other paynments pursuant to any contract or statute, or any Lien
securing industrial devel opnent, pollution control, or sinilar revenue bonds.

(1) "PERSON' means any i ndividual, corporation, partnership
joint venture, limted liability conpany, association, joint-stock conpany,
trust, other entity, unincorporated organization or governnent or any agency or
political subdivision thereof.

(m "PRI NCl PAL PROPERTY" neans (a) any pipeline assets of the
Conpany or any Subsidiary, including any related facilities enployed in the
transportation, distribution or nmarketing of natural gas, that is located in the
United States or Canada, and (b) any processing or manufacturing plant owned or
| eased by the Conpany or any Subsidiary and |ocated within the United States or
Canada, except, in the case of either clause (a) or (b), any such assets or
pl ant which, in the opinion of the Board of Directors, is not material in
relation to the activities of the Conpany and its Subsidiaries as a whole.

(n) "RESTRI CTED SUBSI DI ARY" means any Subsidiary of the
Conpany owni ng or |easing any Principal Property.

(0) "SALE- LEASEBACK TRANSACTI ON' neans the sale or transfer by
the Conpany or any Restricted Subsidiary of any Principal Property to a Person
(other than the Conpany or a Subsidiary) and the taking back by the Conpany or
any Restricted Subsidiary, as the case may be, of a |ease of such Principa
Property.

(p) "SUBSI DI ARY" neans a corporation nore than 50% of the
out standi ng voting stock of which is owned, directly or indirectly, by the
Conpany or by one or nore other Subsidiaries, or by the Conpany and one or nore
ot her Subsidiaries. For the purposes of this definition, "voting stock" means
stock which ordinarily has voting power for the election of directors, whether
at all tines or only so long as no senior class of stock has such voting power
by reason of any contingency.

2. Paynments of Principal and Interest.

(a) Accrued and unpaid interest on the unpaid principa
bal ance of this note shall be due and payable in quarterly installnents. The
first quarterly installnment of interest shall be due and payabl e on Novenber 15,
2004, and a like installment shall be due and payable on the 15th



day of the succeedi ng February, May and August thereafter until this note shal
have been fully paid and satisfied; provided, that on August 15, 2005 (the
"MATURI TY DATE"), the entire unpaid principal balance of this note and al
accrued and unpaid interest on the unpaid principal balance of this note shal
be finally due and payabl e.

(b) Paynents of principal and interest with respect to this
note are to be nade in the lawful currency of the United States of America at
such address or to the credit of such account as Payee may fromtine to tine
notify the Company in witing.

(c) This note may be prepaid, in whole or in part, at any time
or fromtinme to tinme, wi thout penalty.

(d) Whenever any paynent to be made hereunder (i ncluding
principal and interest) shall be stated to be due on a day that is not a
busi ness day, such paynent shall be due on the next foll owi ng busi ness day.

3. Covenants.

(a) Paynent of Principal and Interest. The Conpany covenants
and agrees for the benefit of Payee that it will duly and punctually pay the
principal of and any interest on this note in accordance with the terns hereof.

(b) Existence. The Conpany will do or cause to be done all
things necessary to preserve and keep in full force and effect its existence,
rights (charter and statutory) and franchises; provided, however, that the
Conpany shall not be required to preserve any such right or franchise if it
shal | determine that the preservation thereof is no |longer desirable in the
conduct of the business of the Conpany.

(c) Limitations on Liens. The Conpany will not, nor will it
permit any Restricted Subsidiary to, create, assune, incur or suffer to exist
any Lien upon any Principal Property, whether owned or | eased on the date hereof
or thereafter acquired, to secure any Debt of the Conpany or any other Person,
wi thout in any such case making effective provision whereby this note shall be
secured equally and ratably with, or prior to, such Debt so |long as such Debt
shal |l be so secured. This restriction shall not apply to:

(i) any Lien upon any property or assets of the
Conpany or any Restricted Subsidiary in existence on the date
hereof or created pursuant to an after-acquired property
clause or sinmilar termin existence on the date hereof or any
nmort gage, pl edge agreenent, security agreenent or other
simlar instrunent in existence on the date hereof;

(ii) any Lien upon any property or assets created at
the time of acquisition of such property or assets by the
Conpany or any Restricted Subsidiary or within one year after
such time to secure all or a portion of the purchase price for
such property or assets or Debt incurred to finance such
purchase price, whether such Debt was incurred prior to, at
the time of or within one year of such acquisition;



(iii) any Lien upon any property or assets existing
thereon at the tinme of the acquisition thereof by the Conpany
or any Restricted Subsidiary (whether or not the obligations
secured thereby are assunmed by the Conpany or any Restricted
Subsi di ary);

(iv) any Lien upon any property or assets of a Person
exi sting thereon at the tine such Person becones a Restricted
Subsi diary by acquisition, nerger or otherw se;

(v) the assunption by the Conpany or any Restricted
Subsi diary of obligations secured by any Lien existing at the
time of the acquisition by the Conpany or any Restricted
Subsidiary of the property or assets subject to such Lien or
at the tine of the acquisition of the Person which owns such
property or assets;

(vi) any Lien on property to secure all or part of
the cost of construction or inprovenments thereon or to secure
Debt incurred prior to, at the time of, or within one year
after conpletion of such construction or nmaking of such
i nprovenents, to provide funds for any such purpose;

(vii) any Lien on any oil, gas, mineral and
processi ng and other plant properties to secure the paynment of
costs, expenses or liabilities incurred under any |ease or
grant or operating or other similar agreenent in connection
with or incident to the exploration, devel opnent, maintenance
or operation of such properties;

(viii) any Lien arising fromor in connection with a
conveyance by the Conpany or any Restricted Subsidiary of any
production paynent with respect to oil, gas, natural gas,
carbon di oxi de, sul phur, helium coal, nmetals, mnerals,
steam tinber or other natural resources;

(ix) any Lien in favor of the Conpany or any
Restricted Subsidiary;

(x) any Lien created or assumed by the Conpany or any
Restricted Subsidiary in connection with the issuance of Debt
the interest on which is excludable fromgross incone of the
hol der of such Debt pursuant to the Internal Revenue Code of
1986, as anended, or any successor statute, for the purpose of
financing, in whole or in part, the acquisition or
construction of property or assets to be used by the Conpany
or any Subsidiary;

(xi) any Lien upon property or assets of any foreign
Restricted Subsidiary to secure Debt of that foreign
Restricted Subsidiary;

(xii) Permitted Liens;

(xiii) any Lien upon any additions, inprovenents
repl acenents, repairs, fixtures, appurtenances or conponent
parts thereof attaching to or required to be attached to
property or assets pursuant to the terns of any nortgage
pl edge agreenent, security agreenment or other simlar
instrunent, creating a Lien upon such



property or assets permtted by clauses (i) through (xii),
i nclusive, of this paragraph 3(c); or

(xiv) any extension, renewal, refinancing, refunding
or replacenment (or successive extensions, renewals,
refinanci ng, refundings or replacenents) of any Lien, in whole
or in part, that is referred to in clauses (i) through (xiii),
i nclusive, of this paragraph 3(c), or of any Debt secured
t hereby; provided, however, that the principal anpbunt of Debt
secured thereby shall not exceed the greater of the principa
amount of Debt so secured at the time of such extension
renewal , refinancing, refunding or replacenent and the
original principal anbunt of Debt so secured (plus in each
case the aggregate anpunt of prem ums, other paynents, costs
and expenses required to be paid or incurred in connection
with such extension, renewal, refinancing, refunding or
repl acenment); provided, further, however, that such extension,
renewal , refinancing, refunding or replacenent shall be
limted to all or a part of the property (including
i nprovenents, alterations and repairs on such property)
subj ect to the encunbrance so extended, renewed, refinanced
refunded or replaced (plus inprovenents, alterations and
repairs on such property).

Not wi t hst andi ng the foregoi ng provisions of this paragraph 3(c), the Conpany
may, and may permit any Restricted Subsidiary to, create, assume, incur or
suffer to exist any Lien upon any Principal Property to secure any Debt of the
Conpany or any other Person that is not excepted by clauses (i) through (xiv),
inclusive, of this paragraph 3(c) wi thout securing this note, provided that the
aggregate principal amount of all Debt then outstanding secured by such Lien and
all simlar Liens, together with all net sale proceeds from Sal e- Leaseback
Transactions (excluding Sal e-Leaseback Transactions pernitted by cl auses (i)
through (iv), inclusive, of paragraph 3(d)), does not exceed 15% of Consol i dated
Net Tangi bl e Assets.

(d) Restriction on Sal e-Leaseback Transactions. The Conpany
will not, nor will it permt any Restricted Subsidiary to, engage in a
Sal e- Leaseback Transaction unl ess:

(i) such Sal e-Leaseback Transaction occurs within one
year fromthe date of acquisition of the Principal Property
subj ect thereto or the date of the conpletion of construction
or conmencenent of full operations on such Principal Property,
whi chever is |ater;

(ii) the Sal e-Leaseback Transaction involves a | ease
for a period, including renewals, of not nore than three
years;

(iii) the Conpany or such Restricted Subsidiary would
be entitled to incur Debt secured by a Lien on the Principa
Property subject thereto in a principal anmount equal to or
exceedi ng the net sale proceeds from such Sal e- Leaseback
Transaction w thout securing this note; or

(iv) the Conpany or such Restricted Subsidiary,
within a one-year period after such Sal e-Leaseback
Transaction, applies or causes to be applied an anpunt not
| ess than the net sale proceeds from such Sal e-Leaseback
Transaction to (A) the



repaynment, redenption or retirement of Funded Debt of the
Conpany or any Subsidiary, or (B) investnent in another
Princi pal Property.

Not wi t hst andi ng the foregoing provisions of this paragraph 3(d), the Conpany
may, and may pernmit any Restricted Subsidiary to, effect any Sal e-Leaseback
Transaction that is not excepted by clauses (i) through (iv), inclusive, of this
par agraph 3(d), provided that the net sale proceeds from such Sal e- Leaseback
Transaction, together with the aggregate principal anmunt of then outstanding
Debt secured by Liens upon Principal Properties not excepted by clauses (i)
through (xiv), inclusive, of paragraph 3(c), do not exceed 15% of the
Consol i dated Net Tangi bl e Assets.

(e) Company May Consolidate, Etc., Only on Certain Terns. The
Conpany shall not consolidate with or nerge into any other Person or sell, |ease
or transfer its properties and assets as, or substantially as, an entirety to,
any Person, unless:

(i) (A in the case of a nmerger, the Conpany is the
surviving entity, or (B) the Person formed by such
consol idation or into which the Conpany is nerged or the
Person which acquires by sale or transfer, or which | eases,
the properties and assets of the Conpany as, or substantially
as, an entirety shall expressly assume, the due and punctua
paynent of the principal of and any interest on this note and
the performance or observance of every covenant and condition
of this note on the part of the Conpany to be perforned or
observed; and

(ii) imediately after giving effect to such
transaction, no Default or Event of Default exists.

Upon any consolidation of the Conpany with, or nerger of the Conpany into, any
other Person or any sale, transfer or |ease of the properties and assets of the
Conpany as, or substantially as, an entirety in accordance with this paragraph
3(e), the successor Person forned by such consolidation or into which the
Conpany is nmerged or to which such sale, transfer or |lease is made shall succeed
to, and be substituted for, and nay exercise every right and power of, the
Conpany under this note with the sane effect as if such successor Person had
been naned originally as the Conpany herein, and thereafter, except in the case
of a lease, the Conpany shall be relieved of all obligations and covenants under
this note.

(f) waiver of Certain Covenants. The Company may omit in any
particular instance to conply with any term provision or condition set forth in
par agraphs 3(b), 3(c) or 3(d) if before the tine for such compliance the hol ders
of at least a majority in aggregate principal anmount of the Conpany's senior
debt securities issued under that certain Indenture between the Conpany and HSBC
Bank USA, as trustee (successor to JPMorgan Chase Bank), dated as of May 10,
1999 (the "I NDENTURE"), voting as one class, shall, in connection with the debt
i ssued under such Indenture, by act of such hol ders, either waive such
conpliance in such instance or generally waive conpliance with such term
provi sion or condition, but no such waiver shall extend to or affect such term
provision or condition except to the extent so expressly waived, and, until such
wai ver shall become effective, the obligations of the Conpany in respect of any
such term provision or condition shall remain in full force and effect.



4. Renedi es.

(a) Events of Default. An Event of Default means any one of
the followi ng events (whatever the reason for such Event of Default and whet her
it shall be voluntary or involuntary or be effected by operation of |aw or
pursuant to any judgnent, decree or order of any court or any order, rule or
regul ati on of any administrative or governnental body):

(i) default in the paynment of any interest on the
note when it becones due and payabl e, and continuance of such
default for a period of 30 days; or

(ii) default in the payment of the principal of the
note at its maturity; or

(iii) default in the performance, or breach, of any
term covenant or warranty of the Conpany in this note (other
than a term covenant or warranty a default in whose
performance or whose breach is el sewhere in this paragraph
specifically dealt with), and continuance of such default or
breach for a period of 60 days after there has been given, by
registered or certified mail, to the Conpany by the Payee a
witten notice specifying such default or breach and requiring
it to be renmedied and stating that such notice is a Notice of
Def aul t hereunder; or

(iv) the Conpany pursuant to or w thin the neaning of
any Bankruptcy Law (A) commrences a voluntary case, (B)
consents to the entry of any order for relief against it in an
i nvoluntary case, (C) consents to the appointnent of a
Custodian of it or for all or substantially all of its
property, or (D) nakes a general assignnent for the benefit of
its creditors; or

(v) a court of conpetent jurisdiction enters an order
or decree under any Bankruptcy Law that (A) is for relief
agai nst the Conpany in an involuntary case, (B) appoints a
Cust odi an of the Conpany or for all or substantially all of
its property, or (C) orders the liquidation of the Conpany;
and the order or decree renmins unstayed and in effect for 90
days.

(b) Acceleration of Maturity. If an Event of Default with
respect to this note occurs and is continuing, then in every such case the Payee
may declare the principal anpunt of this note to be due and payabl e i medi ately,
by a notice in witing to the Conpany, and upon any such decl aration such
princi pal ampunt (or specified amount) shall becone i nmedi ately due and payabl e.

(c) Rights and Renedi es Curnul ative. No right or renedy herein
conferred upon or reserved to the Payee is intended to be exclusive of any other
right or remedy, and every right and renedy shall, to the extent pernitted by
| aw, be cunulative and in addition to every other right and renedy given
her eunder or now or hereafter existing at law or in equity or otherw se. The
assertion or enploynent of any right or remedy hereunder, or otherw se, shal
not prevent the concurrent assertion or enploynent of any other appropriate
right or remedy.

5. Choice of Law. This Note shall be construed and enforced in
accordance with, and the rights of the Conpany and Payee shall be governed by,
the | aw of the State of New York, excluding choice-of-law principles.



6. No Usury Intended; Spreading. It is the intent of the Conpany and
the Payee in the execution and perfornance of this note to contract in strict
compliance with the usury laws of any applicable state and the United States of
Arerica fromtinme to tinme in effect. In furtherance thereof, the Conpany and the
Payee stipul ate and agree that none of the provisions contained in this note
shal |l ever be construed to create a contract to pay for the use, forbearance, or
detention of noney with interest at a rate in excess of the Hi ghest Lawful Rate
and that for purposes hereof "interest" shall include the aggregate of all
charges which constitute interest under such |laws that are contracted for
reserved, taken, charged, or received under this note. In determ ning whether or
not the interest paid or payable, under any specific contingency, exceeds the
H ghest Lawful Rate, the Company and the Payee shall, to the maxi num extent
permtted under applicable law, (a) treat any nonprincipal paynent as an
expense, fee, or premumrather than as interest, (b) exclude voluntary
prepaynments and the effects thereof, and (c) "spread" the total ampunt of
i nterest throughout the entire contenplated termof this note. The provisions of
thi s paragraph shall control over all other provisions of this note which may be
in apparent conflict herewth.

7. Amendnments and Waivers. No wai vers, anendnents or nodifications of
this note shall be valid unless in witing and signed by the Conpany and the
Payee.

8. Transfers. This note was originally issued in a transaction exenpt
fromregistration under the Securities Act, and this note may not be offered,
sold or otherwi se transferred in the absence of such registration or an
appl i cabl e exenption therefrom The holder of this note agrees for the benefit
of the Conpany that this note nay be offered, resold or otherw se transferred,
in whole but not in part, only (i) in the United States to a person whomthe
seller reasonably believes is a qualified institutional buyer (as defined in
Rul e 144A under the Securities Act) in a transaction neeting the requirenents of
Rul e 144A or (ii) pursuant to an exenption fromregistration under the
Securities Act, as deternmined in the reasonable discretion of the Conpany. Any
hol der hereof desiring to transfer this note pursuant to clause (ii) above nust
first furnish the Conpany, at holder's sole expense, an opinion of counsel (in
form and substance reasonably satisfactory to the Conpany) that neither
registration nor qualification under the Securities Act or any applicable state
securities laws is required in connection with such transfer and such ot her
evidence (including a certificate fromthe transferee) as the Conpany may
reasonably request in order to evaluate conpliance with any applicable
securities laws, including the Securities Act. The Conpany will be entitled to
di sregard any attenpted sale, transfer, or assignment in violation of the
f or egoi ng.

[ Si gnature Page Fol | ows]



I'N WTNESS WHEREOF, ElI Paso Corporation has caused this note to be
executed effective as of August 16, 2004.

EL PASO CORPORATI ON



Exhibit 10.1

EXH BIT B
FORM OF TRUTTA NOTE

See attached.



(Trutta Note)

THI'S NOTE WAS ORI G NALLY I SSUED I N A TRANSACTI ON EXEMPT FROM REG STRATI ON UNDER
THE UNI TED STATES SECURI TI ES ACT OF 1933 (THE "SECURI TI ES ACT"), AND THI S NOTE
MAY NOT BE OFFERED, SOLD OR OTHERW SE TRANSFERRED | N THE ABSENCE OF SUCH

REG STRATI ON OR AN APPLI CABLE EXEMPTI ON THEREFROM AS DETERM NED I N THE
REASONABLE DI SCRETI ON OF EL PASO CORPORATI ON ("EL PASO'). ANY HOLDER HERECF

DESI RING TO TRANSFER THI' S NOTE MJUST FI RST FURNI SH EL PASO, AT HOLDER S SOLE
EXPENSE, AN OPI Nl ON OF COUNSEL (I N FORM AND SUBSTANCE REASONABLY SATI SFACTORY TO
EL PASO THAT NEI THER REG STRATI ON NOR QUALI FI CATI ON UNDER THE SECURI TI ES ACT OR
ANY APPLI CABLE STATE SECURI TI ES LAWS | S REQUI RED | N CONNECTI ON W TH SUCH
TRANSFER AND SUCH OTHER EVI DENCE AS EL PASO MAY REASONABLY REQUEST I N CRDER TO
EVALUATE COWMPLI ANCE W TH ANY APPLI CABLE SECURI TI ES LAWS, | NCLUDI NG THE

SECURI TI ES ACT. THE HOLDER OF THI S NOTE AGREES FOR THE BENEFI T OF EL PASO THAT
TH' S NOTE MAY BE OFFERED, SOLD OR OTHERW SE TRANSFERRED | N WHCLE BUT NOT | N
PART. EL PASO WLL BE ENTI TLED TO DI SREGARD ANY ATTEMPTED SALE, TRANSFER, OR
ASSI GNVENT | N VI CLATI ON OF THE FOREGO NG

El Paso Corporation
$95, 828, 992 August 16, 2004

FOR VALUE RECEI VED, the undersigned, EI Paso Corporation, a corporation
organi zed under the laws of the State of Delaware (herein called the "COVWANY"),
prom ses to pay to the order of ECTM Trutta Hol dings LP, a Delaware linited
partnership (together with any other |awful and proper holder of this note from
time to tinme, the "PAYEE"), the principal sumof $95,828,992, with interest
(conmputed on the basis of a 360-day year of twelve 30-day nonths) fromthe date
hereof until paid in full on the unpaid principal balance hereof at the rate
equal to the lesser of (i) 6.5%per annumand (ii) the Hi ghest Lawmful Rate.

1. Definitions. As used in this note, the following terns shall have
the respective meanings indicated:

(a) "BANKRUPTCY LAW neans Title 11, U S. Code, or any simlar
federal or state law for the relief of debtors.

(b) "BOARD OF DI RECTORS" neans the board of directors of the
Conpany, or the executive or any other conmmttee of that board duly authorized
to act in respect thereof.



(c) "CONSOLI DATED NET TANG BLE ASSETS' neans, at any date of
determ nation, the total anmount of assets after deducting therefrom (i) al
current liabilities (excluding (A) any current liabilities that by their terns
are extendabl e or renewable at the option of the obligor thereon to a tine nore
than 12 nonths after the time as of which the anpbunt thereof is being conputed,
and (B) current maturities of long-termdebt), and (ii) the value (net of any
applicabl e reserves) of all goodwill, trade nanmes, tradenarks, patents and ot her
i ke intangible assets, all as set forth on the consolidated bal ance sheet of
the Company and its consolidated subsidiaries for the Conpany's nost recently
compl eted fiscal quarter, prepared in accordance with generally accepted
accounting principles.

(d) "CUSTODI AN' neans any receiver, trustee, assignee,
liquidator or simlar official under any Bankruptcy Law.

(e) "DEBT" nmeans any obligation created or assunmed by any
Person for the repaynent of noney borrowed and any purchase noney obligation
created or assunmed by such Person.

(f) "DEFAULT" means any event which is, or after notice or
| apse of tine or both woul d become, an Event of Default with respect hereto.

(g) "EVENT OF DEFAULT" has the neani ng specified in paragraph
4(a) hereof.

(h) "FUNDED DEBT" means all Debt maturing one year or nore
fromthe date of the creation thereof, all Debt directly or indirectly renewable
or extendible, at the option of the debtor, by its terns or by the terns of any
instrument or agreenent relating thereto, to a date one year or nore fromthe
date of the creation thereof, and all Debt under a revolving credit or sinilar
agreenent obligating the I ender or lenders to extend credit over a period of one
year or nore

(i) "H GHEST LAWUL RATE" shall mean, on any day, the nmaximm
nonusurious rate of interest permtted for that day by whichever of the
applicable federal or state law permts the highest interest rate, stated as a
rate per annum

(j) "LIEN' neans any nortgage, pledge, security interest,
charge, lien or other encunbrance of any kind, whether or not filed, recorded or
perfected under applicable |aw.

(k) "PERM TTED LI ENS" neans (i) Liens upon rights-of-way for
pi pel i ne purposes; (ii) any governmental Lien, mechanics, material nen's,
carriers or simlar Lien incurred in the ordinary course of business which is
not yet due or which is being contested in good faith by appropriate proceedi ngs
and any undeterm ned Lien which is incidental to construction; (iii) the right
reserved to, or vested in, any nmunicipality or public authority by the terns of
any right, power, franchise, grant, license, permt or by any provision of |aw,
to purchase or recapture or to designate a purchaser of, any property; (iv)

Li ens of taxes and assessments which are (A) for the then current year, (B) not
at the tine delinquent, or (C) delinquent but the validity of which is being
contested at the tine by the



Conpany or any Subsidiary in good faith; (v) Liens of, or to secure performance
of, leases; (vi) any Lien upon, or deposits of, any assets in favor of any
surety conpany or clerk of court for the purpose of obtaining indemity or stay
of judicial proceedings; (vii) any Lien upon property or assets acquired or sold
by the Conpany or any Restricted Subsidiary resulting fromthe exercise of any
rights arising out of defaults on receivables; (viii) any Lien incurred in the
ordi nary course of business in connection with workmen's conpensati on,

unenpl oynment i nsurance, tenporary disability, social security, retiree health or
simlar laws or regulations or to secure obligations inposed by statute or
governnental regulations; (ix) any Lien upon any property or assets in
accordance with customary banking practice to secure any Debt incurred by the
Conpany or any Restricted Subsidiary in connection with the exporting of goods
to, or between, or the marketing of goods in, or the inmporting of goods from
foreign countries; or (x) any Lien in favor of the United States of Anerica or
any state thereof, or any other country, or any political subdivision of any of
the foregoing, to secure partial, progress, advance, or other payments pursuant
to any contract or statute, or any Lien securing industrial devel opnent,

pol lution control, or similar revenue bonds.

(1) "PERSON' means any i ndividual, corporation, partnership
joint venture, limted liability conmpany, association, joint-stock conpany,
trust, other entity, unincorporated organization or governnent or any agency or
political subdivision thereof.

(m "PRINCl PAL PROPERTY" neans (a) any pipeline assets of the
Conpany or any Subsidiary, including any related facilities enployed in the
transportation, distribution or nmarketing of natural gas, that is located in the
United States or Canada, and (b) any processing or nmanufacturing plant owned or
| eased by the Conpany or any Subsidiary and |ocated within the United States or
Canada, except, in the case of either clause (a) or (b), any such assets or
pl ant which, in the opinion of the Board of Directors, is not material in
relation to the activities of the Conpany and its Subsidiaries as a whole.

(n) "RESTRI CTED SUBSI DI ARY" neans any Subsidiary of the
Conpany owni ng or |easing any Principal Property.

(0) "SALE- LEASEBACK TRANSACTI ON' neans the sale or transfer by
the Conpany or any Restricted Subsidiary of any Principal Property to a Person
(other than the Conpany or a Subsidiary) and the taking back by the Conpany or
any Restricted Subsidiary, as the case may be, of a |ease of such Principa
Property.

(p) "SUBSI DI ARY" neans a corporation nore than 50% of the
out standi ng voting stock of which is owned, directly or indirectly, by the
Conpany or by one or nore other Subsidiaries, or by the Conpany and one or nore
other Subsidiaries. For the purposes of this definition, "voting stock" neans
stock which ordinarily has voting power for the election of directors, whether
at all tines or only so long as no senior class of stock has such voting power
by reason of any contingency.



2. Paynments of Principal and Interest.

(a) Accrued and unpaid interest on the unpaid principa
bal ance of this note shall be due and payable in quarterly installnments. The
first quarterly installment of interest shall be due and payabl e on Novenber 15,
2004, and a like installnment shall be due and payable on the 15th day of the
succeedi ng February, My and August thereafter until this note shall have been
fully paid and satisfied; provided, that on August 15, 2005 (the "MATURI TY
DATE"), the entire unpaid principal balance of this note and all accrued and
unpaid interest on the unpaid principal balance of this note shall be finally
due and payabl e.

(b) Paynents of principal and interest with respect to this
note are to be nade in the lawful currency of the United States of Anmerica at
such address or to the credit of such account as Payee may fromtine to tine
notify the Conmpany in witing.

(c) This note may be prepaid, in whole or in part, at any time
or fromtine to tine, without penalty.

(d) Whenever any paynent to be made hereunder (i ncluding
principal and interest) shall be stated to be due on a day that is not a
busi ness day, such paynment shall be due on the next foll owi ng business day.

3. Covenants.

(a) Paynent of Principal and Interest. The Conpany covenants
and agrees for the benefit of Payee that it will duly and punctually pay the
principal of and any interest on this note in accordance with the ternms hereof.

(b) Existence. The Conpany will do or cause to be done al
thi ngs necessary to preserve and keep in full force and effect its existence,
rights (charter and statutory) and franchi ses; provided, however, that the
Conpany shall not be required to preserve any such right or franchise if it
shal |l determ ne that the preservation thereof is no |onger desirable in the
conduct of the business of the Conpany.

(c) Limtations on Liens. The Conmpany will not, nor will it
permt any Restricted Subsidiary to, create, assune, incur or suffer to exist
any Lien upon any Principal Property, whether owned or | eased on the date hereof
or thereafter acquired, to secure any Debt of the Conpany or any other Person,
wi thout in any such case nmaking effective provision whereby this note shall be
secured equally and ratably with, or prior to, such Debt so long as such Debt
shall be so secured. This restriction shall not apply to:

(i) any Lien upon any property or assets of the
Conpany or any Restricted Subsidiary in existence on the date
hereof or created pursuant to an after-acquired property
clause or simlar termin existence on the date hereof or any
nort gage, pledge agreenent, security agreenent or other
simlar instrunent in existence on the date hereof;



(ii) any Lien upon any property or assets created at
the time of acquisition of such property or assets by the
Conpany or any Restricted Subsidiary or within one year after
such time to secure all or a portion of the purchase price for
such property or assets or Debt incurred to finance such
purchase price, whether such Debt was incurred prior to, at
the time of or within one year of such acquisition;

(iii) any Lien upon any property or assets existing
thereon at the time of the acquisition thereof by the Conpany
or any Restricted Subsidiary (whether or not the obligations
secured thereby are assunmed by the Conpany or any Restricted
Subsi di ary);

(iv) any Lien upon any property or assets of a Person
existing thereon at the tinme such Person becones a Restricted
Subsi di ary by acquisition, nerger or otherw se;

(v) the assunption by the Conpany or any Restricted
Subsi di ary of obligations secured by any Lien existing at the
time of the acquisition by the Conpany or any Restricted
Subsi diary of the property or assets subject to such Lien or
at the tine of the acquisition of the Person which owns such
property or assets;

(vi) any Lien on property to secure all or part of
the cost of construction or inprovenments thereon or to secure
Debt incurred prior to, at the tinme of, or within one year
after conpletion of such construction or naking of such
i mprovenents, to provide funds for any such purpose;

(vii) any Lien on any oil, gas, mnineral and
processi ng and other plant properties to secure the payment of
costs, expenses or liabilities incurred under any |ease or
grant or operating or other simlar agreenment in connection
with or incident to the exploration, devel opnent, naintenance
or operation of such properties;

(viii) any Lien arising fromor in connection with a
conveyance by the Conpany or any Restricted Subsidiary of any
production paynment with respect to oil, gas, natural gas,
carbon di oxi de, sul phur, helium coal, netals, mnerals,
steam tinber or other natural resources;

(ix) any Lien in favor of the Company or any
Restricted Subsidiary;

(x) any Lien created or assuned by the Conpany or any
Restricted Subsidiary in connection with the issuance of Debt
the interest on which is excludable fromgross incone of the
hol der of such Debt pursuant to the Internal Revenue Code of
1986, as anended, or any successor statute, for the purpose of
financing, in whole or in part, the acquisition or
construction of property or assets to be used by the Conpany
or any Subsi di ary;



(xi) any Lien upon property or assets of any foreign
Restricted Subsidiary to secure Debt of that foreign
Restricted Subsidiary;

(xii) Pernmitted Liens;

(xiii) any Lien upon any additions, inprovenents,
repl acenents, repairs, fixtures, appurtenances or comnponent
parts thereof attaching to or required to be attached to
property or assets pursuant to the terns of any nortgage,
pl edge agreenent, security agreenment or other simlar
instrument, creating a Lien upon such property or assets
permtted by clauses (i) through (xii), inclusive, of this
par agraph 3(c); or

(xiv) any extension, renewal, refinancing, refunding
or replacenent (or successive extensions, renewals,
refinancing, refundings or replacenments) of any Lien, in whole
or in part, that is referred to in clauses (i) through (xiii),
inclusive, of this paragraph 3(c), or of any Debt secured
t hereby; provided, however, that the principal anount of Debt
secured thereby shall not exceed the greater of the principa
anount of Debt so secured at the tine of such extension,
renewal , refinancing, refunding or replacenent and the
original principal amount of Debt so secured (plus in each
case the aggregate anmount of prem uns, other paynents, costs
and expenses required to be paid or incurred in connection
wi th such extension, renewal, refinancing, refunding or
repl acenent); provided, further, however, that such extension,
renewal , refinancing, refunding or replacenent shall be
limted to all or a part of the property (including
i mprovenents, alterations and repairs on such property)
subj ect to the encunbrance so extended, renewed, refinanced,
refunded or replaced (plus inprovements, alterations and
repairs on such property).

Not wi t hst andi ng t he foregoing provisions of this paragraph 3(c), the Conpany
may, and may pernmit any Restricted Subsidiary to, create, assune, incur or
suffer to exist any Lien upon any Principal Property to secure any Debt of the
Conpany or any other Person that is not excepted by clauses (i) through (xiv),
inclusive, of this paragraph 3(c) w thout securing this note, provided that the
aggregate principal amount of all Debt then outstandi ng secured by such Lien and
all simlar Liens, together with all net sale proceeds from Sal e- Leaseback
Transactions (excludi ng Sal e- Leaseback Transactions permitted by clauses (i)
through (iv), inclusive, of paragraph 3(d)), does not exceed 15% of Consol i dated
Net Tangi bl e Assets.

(d) Restriction on Sal e-Leaseback Transactions. The Conpany
will not, nor will it permt any Restricted Subsidiary to, engage in a
Sal e- Leaseback Transaction unl ess:

(i) such Sal e-Leaseback Transaction occurs within one
year fromthe date of acquisition of the Principal Property
subj ect thereto or the date of the conpletion of construction
or commencenent of full operations on such Principal Property,
whi chever is later;



(ii) the Sal e-Leaseback Transaction involves a | ease
for a period, including renewals, of not nore than three
years;

(iii) the Company or such Restricted Subsidiary would
be entitled to incur Debt secured by a Lien on the Principa
Property subject thereto in a principal ambunt equal to or
exceedi ng the net sale proceeds from such Sal e-Leaseback
Transacti on without securing this note; or

(iv) the Conpany or such Restricted Subsidiary,
within a one-year period after such Sal e-Leaseback
Transaction, applies or causes to be applied an anmpbunt not
| ess than the net sal e proceeds from such Sal e- Leaseback
Transaction to (A) the repaynent, redenption or retirenment of
Funded Debt of the Conpany or any Subsidiary, or (B)

i nvestnent in another Principal Property.

Not wi t hst andi ng the foregoing provisions of this paragraph 3(d), the Conpany
may, and may permnmit any Restricted Subsidiary to, effect any Sal e-Leaseback
Transaction that is not excepted by clauses (i) through (iv), inclusive, of this
par agraph 3(d), provided that the net sale proceeds from such Sal e- Leaseback
Transaction, together with the aggregate principal anmount of then outstanding
Debt secured by Liens upon Principal Properties not excepted by cl auses (i)
through (xiv), inclusive, of paragraph 3(c), do not exceed 15% of the
Consol i dated Net Tangi bl e Assets.

(e) Company May Consolidate, Etc., Only on Certain Terns. The
Conpany shall not consolidate with or nerge into any other Person or sell, |ease
or transfer its properties and assets as, or substantially as, an entirety to,
any Person, unless:

(i) (A in the case of a nerger, the Conpany is the
surviving entity, or (B) the Person formed by such
consolidation or into which the Conpany is nerged or the
Person which acquires by sale or transfer, or which | eases,
the properties and assets of the Conpany as, or substantially
as, an entirety shall expressly assune, the due and punctua
paynent of the principal of and any interest on this note and
the performance or observance of every covenant and condition
of this note on the part of the Conpany to be perfornmed or
observed; and

(ii) imediately after giving effect to such
transaction, no Default or Event of Default exists.

Upon any consolidation of the Company with, or nerger of the Company into, any
ot her Person or any sale, transfer or |ease of the properties and assets of the
Conpany as, or substantially as, an entirety in accordance with this paragraph
3(e), the successor Person forned by such consolidation or into which the
Conpany is nmerged or to which such sale, transfer or |lease is nade shall succeed
to, and be substituted for, and nay exercise every right and power of, the
Conpany under this note with the sane effect as if such successor



Person had been naned originally as the Conpany herein, and thereafter, except
in the case of a |l ease, the Conpany shall be relieved of all obligations and
covenants under this note.

(f) Waiver of Certain Covenants. The Conpany may omit in any
particular instance to conply with any term provision or condition set forth in
par agraphs 3(b), 3(c) or 3(d) if before the tine for such conpliance the hol ders
of at least a najority in aggregate principal anmount of the Conpany's senior
debt securities issued under that certain Indenture between the Conpany and HSBC
Bank USA, as trustee (successor to JPMorgan Chase Bank), dated as of My 10,
1999 (the "I NDENTURE"), voting as one class, shall, in connection with the debt
i ssued under such Indenture, by act of such hol ders, either waive such
conpliance in such instance or generally waive conpliance with such term
provi sion or condition, but no such waiver shall extend to or affect such term
provision or condition except to the extent so expressly waived, and, until such
wai ver shall becone effective, the obligations of the Conpany in respect of any
such term provision or condition shall remain in full force and effect.

4. Renedi es.

(a) Events of Default. An Event of Default neans any one of
the follow ng events (whatever the reason for such Event of Default and whet her
it shall be voluntary or involuntary or be effected by operation of |aw or
pursuant to any judgnent, decree or order of any court or any order, rule or
regul ation of any adm nistrative or governnental body):

(i) default in the paynent of any interest on the
note when it becones due and payabl e, and continuance of such
default for a period of 30 days; or

(ii) default in the paynent of the principal of the
note at its maturity; or

(iii) default in the performance, or breach, of any
term covenant or warranty of the Conpany in this note (other
than a term covenant or warranty a default in whose
performance or whose breach is el sewhere in this paragraph
specifically dealt with), and continuance of such default or
breach for a period of 60 days after there has been given, by
registered or certified mail, to the Conpany by the Payee a
witten notice specifying such default or breach and requiring
it to be renedied and stating that such notice is a Notice of
Def aul t hereunder; or

(iv) the Conpany pursuant to or wi thin the neaning of
any Bankruptcy Law (A) comrences a voluntary case, (B)
consents to the entry of any order for relief against it in an
i nvoluntary case, (C) consents to the appointnment of a
Custodian of it or for all or substantially all of its
property, or (D) nmakes a general assignnment for the benefit of
its creditors; or



(v) a court of conpetent jurisdiction enters an order
or decree under any Bankruptcy Law that (A) is for relief
agai nst the Conpany in an involuntary case, (B) appoints a
Custodi an of the Conpany or for all or substantially all of
its property, or (C) orders the liquidation of the Conpany;
and the order or decree renmins unstayed and in effect for 90
days.

(b) Acceleration of Maturity. If an Event of Default with
respect to this note occurs and is continuing, then in every such case the Payee
may decl are the principal amount of this note to be due and payabl e i medi ately,
by a notice in witing to the Conpany, and upon any such decl arati on such
princi pal anmount (or specified anmount) shall becone i medi ately due and payabl e.

(c) Rights and Renedies Cumul ative. No right or renedy herein
conferred upon or reserved to the Payee is intended to be exclusive of any other
right or renmedy, and every right and remedy shall, to the extent permtted by
| aw, be cumul ative and in addition to every other right and renedy given
her eunder or now or hereafter existing at law or in equity or otherw se. The
assertion or enploynent of any right or remedy hereunder, or otherw se, shal
not prevent the concurrent assertion or enploynent of any other appropriate
right or remnedy.

5. Choice of Law. This Note shall be construed and enforced in
accordance with, and the rights of the Conpany and Payee shall be governed by,
the law of the State of New York, excluding choice-of-law principles.

6. No Usury Intended; Spreading. It is the intent of the Conpany and
the Payee in the execution and performance of this note to contract in strict
compliance with the usury laws of any applicable state and the United States of
Arerica fromtime to time in effect. In furtherance thereof, the Conpany and the
Payee stipul ate and agree that none of the provisions contained in this note
shal |l ever be construed to create a contract to pay for the use, forbearance, or
detention of noney with interest at a rate in excess of the Hi ghest Lawful Rate
and that for purposes hereof "interest" shall include the aggregate of all
charges which constitute interest under such |aws that are contracted for
reserved, taken, charged, or received under this note. In determ ning whether or
not the interest paid or payable, under any specific contingency, exceeds the
H ghest Lawful Rate, the Conpany and the Payee shall, to the maxi num extent
permitted under applicable law, (a) treat any nonprincipal paynent as an
expense, fee, or premumrather than as interest, (b) exclude voluntary
prepaynents and the effects thereof, and (c) "spread" the total amount of
i nterest throughout the entire contenplated termof this note. The provisions of
thi s paragraph shall control over all other provisions of this note which may be
in apparent conflict herewth.

7. Anmendments and Wivers. No waivers, anmendnents or nodifications of
this note shall be valid unless in witing and signed by the Conpany and the
Payee.

[ Si gnature Page Fol | ows]



I'N WTNESS WHEREOF, ElI Paso Corporation has caused this note to be
executed effective as of August 16, 2004.

EL PASO CORPORATI ON
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CERTI FI CATE
(Cal PERS)

The undersigned is delivering this certificate to El Paso Corporation
("El Paso"), pursuant to section 8 of that certain Swap Settlenment Agreenent
dated effective as of August 16, 2004, by and anong El Paso and the ot her
parties thereto (the "Settl enent Agreenent") and hereby certifies and agrees as
fol | ows:

1. Terms not ot herw se defined herein shall have the neanings
given such terns in the Settlenent Agreenent.

2. The undersi gned understands that the Cal PERS Note has not
been, and will not be, registered under the Securities Act of
1933 (the "Securities Act"), or under any state securities
|l aws, was originally offered and sold in reliance upon certain
federal and state exenptions from such registration, and may
not be sold or transferred by the undersigned in the absence
of an effective registration statement under the Securities
Act or the availability of an exenption fromregistration
thereunder as reasonably determ ned by El Paso.

3. The undersigned is acquiring the Cal PERS Note for its own
account and not with a viewto the sale or distribution
thereof within the neanings of the Securities Act.

4. The undersigned is an "accredited investor" as such termis
defined in Rule 501(a) of Regulation D promul gated under the
Securities Act, has such knowl edge and experience in business
and financial matters as to be capable of evaluating the
merits and risks of the undersigned' s investnment in the
Cal PERS Note, and is able to bear indefinitely the economc
risk and lack of liquidity inherent in holding the Cal PERS
Not e.

5. The undersigned is a "qualified institutional buyer" as such
termin defined in Rule 144A pronul gated under the Securities
Act ("QB"), is aware that the sale of the Cal PERS Note to it
may be nmade in reliance upon Rule 144A and is acquiring the
Cal PERS Note for its own account or for the account of a Q B.

6. The undersi gned acknow edges and understands, in light of the
pendi ng restatenent of El Paso's financial statements, that it
cannot rely on El Paso's previously filed periodic reports,
but that it has had access to and reviewed El Paso's other
filings with the Securities and Exchange Commi ssion ("SEC'),
and has had the opportunity to ask questions of, and receive
additional information from El Paso concerning its investnent
in the Cal PERS Note. The undersigned confirns that all such
questions have been answered by El Paso to the undersigned's
full satisfaction and that the undersigned has received (or
been provi ded access to) all requested additional information
concerning its investment in the Cal PERS Note and does not
desire any further information or data concerning El Paso.



The undersi gned has the necessary power and authority to
execute and deliver this certificate, and has taken al
actions necessary to authorize its execution and delivery by
t he undersigned. This undertaki ng has been duly authorized,
executed, and delivered by, and is enforceabl e against, the
under si gned.

[ Si gnature Page Fol | ows]



The undersi gned has caused this certificate to be executed this __ day

2004.

CALI FORNI A PUBLI C EMPLOYEES'
RETI REMENT SYSTEM



Exhibit 10.1

EXH BIT D
FORM OF CALPERS NOTE

See attached.



(Cal PERS Not e)

THI'S NOTE WAS ORI G NALLY 1 SSUED I N A TRANSACTI ON EXEMPT FROM REGQ STRATI ON UNDER
THE UNI TED STATES SECURI TI ES ACT OF 1933 (THE "SECURI TI ES ACT"), AND THI S NOTE
MAY NOT BE OFFERED, SOLD OR OTHERW SE TRANSFERRED | N THE ABSENCE OF SUCH

REG STRATI ON OR AN APPLI CABLE EXEMPTI ON THEREFROM THE HOLDER OF THI S NOTE
AGREES FOR THE BENEFI T OF THE COMPANY THAT THI S NOTE MAY BE OFFERED, RESCLD OR
OTHERW SE TRANSFERRED, | N WHCLE BUT NOT I N PART, ONLY (1) IN THE UNI TED STATES
TO A PERSON VWHOM THE SELLER REASONABLY BELI EVES IS A QUALI FI ED | NSTI TUTI ONAL
BUYER (AS DEFI NED I N RULE 144A UNDER THE SECURI TI ES ACT) I N A TRANSACTI ON

MEETI NG THE REQUI REMENTS OF RULE 144A OR (I1) PURSUANT TO AN EXEMPTI ON FROM
REGQ STRATI ON UNDER THE SECURI TI ES ACT, AS DETERM NED | N THE REASONABLE

DI SCRETI ON OF THE COVPANY. ANY HOLDER HEREOF DESI RING TO TRANSFER THI S NOTE
PURSUANT TO CLAUSE (11) ABOVE MUST FI RST FURNI SH THE COVPANY, AT HOLDER S SOLE
EXPENSE, AN OPI NI ON OF COUNSEL (I N FORM AND SUBSTANCE REASONABLY SATI SFACTORY TO
THE COWMPANY) THAT NEI THER REG STRATI ON NOR QUALI FI CATI ON UNDER THE SECURI Tl ES
ACT OR ANY APPLI CABLE STATE SECURI TI ES LAWS |'S REQUI RED | N CONNECTI ON W TH SUCH
TRANSFER AND SUCH OTHER EVI DENCE (| NCLUDI NG A CERTI FI CATE FROM THE TRANSFEREE)
AS THE COVPANY MAY REASONABLY REQUEST | N ORDER TO EVALUATE COWVPLI ANCE W TH ANY
APPLI CABLE SECURI TI ES LAW5, | NCLUDI NG THE SECURI TI ES ACT. THE COVPANY W LL BE
ENTI TLED TO DI SREGARD ANY ATTEMPTED SALE, TRANSFER, OR ASS|I GNMENT | N VI CLATI ON
OF THE FOREGO NG

El Paso Corporation

$ , 200

FOR VALUE RECEI VED, the undersigned, El Paso Corporation, a corporation
organi zed under the laws of the State of Del aware (herein called the "COWANY"),
promises to pay to the order of the California Public Enployees' Retirenent
System (together with any other |awful and proper holder of this note fromtine
to tine, the "PAYEE'), the principal sumof $ , With interest (computed on
the basis of a 360-day year of twelve 30-day nonths) fromthe date hereof until
paid in full on the unpaid principal balance hereof at the rate equal to the
| esser of (i) 6.5% per annumand (ii) the H ghest Lawful Rate.

1. Definitions. As used in this note, the followi ng terns shall have the
respecti ve neanings indicated:

(a) "BANKRUPTCY LAW neans Title 11, U S. Code, or any simlar
federal or state law for the relief of debtors.

(b) "BOARD OF DI RECTORS" neans the board of directors of the
Conpany, or the executive or any other conmittee of that board duly authorized
to act in respect thereof.



(c) "CONSOLI DATED NET TANG BLE ASSETS' neans, at any date of
determ nation, the total anpunt of assets after deducting therefrom (i) al
current liabilities (excluding (A) any current liabilities that by their terns
are extendabl e or renewabl e at the option of the obligor thereon to a tinme nore
than 12 nonths after the time as of which the anpbunt thereof is being conputed,
and (B) current maturities of long-termdebt), and (ii) the value (net of any
applicable reserves) of all goodw Il, trade nanes, trademarks, patents and ot her
i ke intangi ble assets, all as set forth on the consolidated bal ance sheet of
the Conpany and its consolidated subsidiaries for the Conmpany's nost recently
conpleted fiscal quarter, prepared in accordance with generally accepted
accounting principles.

(d) "CUSTODI AN' nmeans any receiver, trustee, assignee, |iquidator or
simlar official under any Bankruptcy Law.

(e) "DEBT" nmeans any obligation created or assuned by any Person for
the repayment of noney borrowed and any purchase noney obligation created or
assunmed by such Person.

(f) "DEFAULT" neans any event which is, or after notice or |apse of
time or both woul d become, an Event of Default with respect hereto.

(g) "EVENT OF DEFAULT" has the neaning specified in paragraph 4(a)
her eof .

(h) "FUNDED DEBT" neans all Debt maturing one year or nore fromthe
date of the creation thereof, all Debt directly or indirectly renewable or
extendi ble, at the option of the debtor, by its terms or by the terns of any
instrunent or agreenent relating thereto, to a date one year or nore fromthe
date of the creation thereof, and all Debt under a revolving credit or simlar
agreenent obligating the lender or lenders to extend credit over a period of one
year or nore.

(i) "H GHEST LAWFUL RATE" shall nean, on any day, the maxi mum
nonusurious rate of interest pernmtted for that day by whichever of the
applicable federal or state |law pernmits the highest interest rate, stated as a
rate per annum

(j) "LIEN' means any nortgage, pledge, security interest, charge
lien or other encunmbrance of any kind, whether or not filed, recorded or
perfected under applicable | aw

(k) "PERM TTED LI ENS' neans (i) Liens upon rights-of-way for
pi pel i ne purposes; (ii) any governnmental Lien, mechanics, material men's,
carriers or simlar Lien incurred in the ordinary course of business which is
not yet due or which is being contested in good faith by appropriate proceedi ngs
and any undetermined Lien which is incidental to construction; (iii) the right
reserved to, or vested in, any nunicipality or public authority by the terns of
any right, power, franchise, grant, license, pernmt or by any provision of |aw,
to purchase or recapture or to designate a purchaser of, any property; (iv)
Li ens of taxes and assessnents which are (A) for the then current year, (B) not
at the tine delinquent, or (C delinquent but the validity of which is being
contested at the tine by the Conpany or any Subsidiary in good faith; (v) Liens
of, or to secure performance of, |eases; (vi) any Lien upon, or deposits of, any
assets in favor of any surety conpany or clerk of court for the purpose of
obtaining indemity or stay of judicial proceedings; (vii) any Lien upon
property or assets acquired or sold by the Conmpany or any Restricted Subsidiary
resulting fromthe exercise of any rights arising out of defaults on
receivables; (viii) any Lien incurred in the ordinary course of business in
connection with worknen's conmpensati on, unenpl oynent insurance, tenporary
disability, social security, retiree health or sinmlar laws or regulations or to
secure obligations inposed by statute or governnenta



regul ations; (ix) any Lien upon any property or assets in accordance with
customary banking practice to secure any Debt incurred by the Conpany or any
Restricted Subsidiary in connection with the exporting of goods to, or between,
or the marketing of goods in, or the inporting of goods from foreign countries;
or (x) any Lien in favor of the United States of Anmerica or any state thereof,
or any other country, or any political subdivision of any of the foregoing, to
secure partial, progress, advance, or other payments pursuant to any contract or
statute, or any Lien securing industrial devel opnent, pollution control, or
simlar revenue bonds.

(') "PERSON' neans any individual, corporation, partnership, joint
venture, limted liability conpany, association, joint-stock company, trust,
other entity, unincorporated organi zati on or governnent or any agency or
political subdivision thereof.

(m "PRINC PAL PROPERTY" neans (a) any pipeline assets of the
Conpany or any Subsidiary, including any related facilities enployed in the
transportation, distribution or marketing of natural gas, that is located in the
United States or Canada, and (b) any processing or manufacturing plant owned or
| eased by the Conpany or any Subsidiary and | ocated within the United States or
Canada, except, in the case of either clause (a) or (b), any such assets or
pl ant which, in the opinion of the Board of Directors, is not material in
relation to the activities of the Conpany and its Subsidiaries as a whole.

(n) "RESTRI CTED SUBSI DI ARY" neans any Subsidiary of the Company
owni ng or | easing any Principal Property.

(0) "SALE- LEASEBACK TRANSACTI ON' neans the sale or transfer by the
Conpany or any Restricted Subsidiary of any Principal Property to a Person
(other than the Company or a Subsidiary) and the taking back by the Conpany or
any Restricted Subsidiary, as the case may be, of a | ease of such Principa
Property.

(p) "SUBSIDI ARY" neans a corporation nore than 50% of the
out standi ng voting stock of which is owned, directly or indirectly, by the
Conpany or by one or nore other Subsidiaries, or by the Conpany and one or nore
ot her Subsidiaries. For the purposes of this definition, "voting stock" neans
stock which ordinarily has voting power for the election of directors, whether
at all tines or only so long as no senior class of stock has such voting power
by reason of any contingency.

2. Paynents of Principal and Interest.

(a) Accrued and unpaid interest on the unpaid principal bal ance of
this note shall be due and payable in quarterly installments. The first
quarterly installment of interest shall be due and payabl e on [ NOVEMBER 15,
2004], and a like installnent shall be due and payable on the 15th day of the
succeedi ng [ FEBRUARY, NMAY AND AUGUST] thereafter until this note shall have been
fully paid and satisfied; provided, that on August 15, 2005 (the "MATURI TY
DATE"), the entire unpaid principal balance of this note and all accrued and
unpai d interest on the unpaid principal balance of this note shall be finally
due and payabl e.

(b) Payments of principal and interest with respect to this note are
to be nmade in the lawful currency of the United States of America at such
address or to the credit of such account as Payee may fromtinme to tine notify
the Conpany in witing.

(c) This note may be prepaid, in whole or in part, at any tine or
fromtime to tine, w thout penalty.



(d) Whenever any paynent to be nade hereunder (including principal
and interest) shall be stated to be due on a day that is not a business day,
such paynment shall be due on the next follow ng business day.

3. Covenants.

(a) Paynent of Principal and Interest. The Company covenants and
agrees for the benefit of Payee that it will duly and punctually pay the
princi pal of and any interest on this note in accordance with the ternms hereof.

(b) Existence. The Conpany will do or cause to be done all things
necessary to preserve and keep in full force and effect its existence, rights
(charter and statutory) and franchi ses; provi ded, however, that the Conpany
shall not be required to preserve any such right or franchise if it shal
determine that the preservation thereof is no |longer desirable in the conduct of
t he busi ness of the Conpany.

(c) Limtations on Liens. The Conpany will not, nor will it permt any
Restricted Subsidiary to, create, assume, incur or suffer to exist any Lien upon
any Principal Property, whether owned or |eased on the date hereof or thereafter
acquired, to secure any Debt of the Conpany or any other Person, w thout in any
such case making effective provision whereby this note shall be secured equally
and ratably with, or prior to, such Debt so |ong as such Debt shall be so
secured. This restriction shall not apply to

(i) any Lien upon any property or assets of the Conpany or any
Restricted Subsidiary in existence on the date hereof or created
pursuant to an after-acquired property clause or simlar termin
exi stence on the date hereof or any nortgage, pledge agreenent,
security agreement or other simlar instrunment in existence on the
dat e hereof;

(ii) any Lien upon any property or assets created at the tinme
of acquisition of such property or assets by the Conpany or any
Restricted Subsidiary or within one year after such time to secure
all or a portion of the purchase price for such property or assets
or Debt incurred to finance such purchase price, whether such Debt
was incurred prior to, at the time of or within one year of such
acqui sition;

(iii) any Lien upon any property or assets existing thereon at
the tinme of the acquisition thereof by the Conpany or any Restricted
Subsi di ary (whether or not the obligations secured thereby are
assunmed by the Company or any Restricted Subsidiary);

(iv) any Lien upon any property or assets of a Person existing
thereon at the tinme such Person becones a Restricted Subsidiary by
acqui sition, nerger or otherw se

(v) the assunption by the Conpany or any Restricted Subsidiary
of obligations secured by any Lien existing at the time of the
acqui sition by the Company or any Restricted Subsidiary of the
property or assets subject to such Lien or at the tinme of the
acqui sition of the Person which owns such property or assets;

(vi) any Lien on property to secure all or part of the cost of
construction or inprovenents thereon or to secure Debt incurred
prior to, at the time of, or within



one year after conpletion of such construction or making of such
i nprovenents, to provide funds for any such purpose;

(vii) any Lien on any oil, gas, mneral and processing and
other plant properties to secure the paynment of costs, expenses or
liabilities incurred under any |ease or grant or operating or other
simlar agreenent in connection with or incident to the exploration,
devel opnent, mai ntenance or operation of such properties;

(viii) any Lien arising fromor in connection with a
conveyance by the Conpany or any Restricted Subsidiary of any
production paynent with respect to oil, gas, natural gas, carbon
di oxi de, sul phur, helium coal, netals, nminerals, steam tinber or
ot her natural resources;

(ix) any Lien in favor of the Conpany or any Restricted
Subsi di ary;

(x) any Lien created or assuned by the Conpany or any
Restricted Subsidiary in connection with the issuance of Debt the
interest on which is excludable fromgross i ncome of the hol der of
such Debt pursuant to the Internal Revenue Code of 1986, as anended,
or any successor statute, for the purpose of financing, in whole or
in part, the acquisition or construction of property or assets to be
used by the Conpany or any Subsidiary;

(xi) any Lien upon property or assets of any foreign
Restricted Subsidiary to secure Debt of that foreign Restricted
Subsi di ary;

(xii) Permitted Liens

(xiii) any Lien upon any additions, inprovenents,
repl acenents, repairs, fixtures, appurtenances or conponent parts
thereof attaching to or required to be attached to property or
assets pursuant to the terns of any nortgage, pledge agreenent,
security agreement or other simlar instrunent, creating a Lien upon
such property or assets pernitted by clauses (i) through (xii),
i nclusive, of this paragraph 3(c); or

(xiv) any extension, renewal, refinancing, refunding or
repl acenent (or successive extensions, renewals, refinancing,
refundi ngs or replacenents) of any Lien, in whole or in part, that
is referred to in clauses (i) through (xiii), inclusive, of this
par agraph 3(c), or of any Debt secured thereby; provided, however,
that the principal amunt of Debt secured thereby shall not exceed
the greater of the principal amobunt of Debt so secured at the tine
of such extension, renewal, refinancing, refunding or replacenent
and the original principal amunt of Debt so secured (plus in each
case the aggregate anpunt of prem uns, other paynents, costs and
expenses required to be paid or incurred in connection with such
extension, renewal, refinancing, refunding or replacenent);
provi ded, further, however, that such extension, renewal,
refinanci ng, refunding or replacenent shall be linmted to all or a
part of the property (including inprovenents, alterations and
repairs on such property) subject to the encunbrance so extended
renewed, refinanced, refunded or replaced (plus inprovenents,
alterations and repairs on such property).

Not wi t hst andi ng the foregoi ng provisions of this paragraph 3(c), the Conpany
and nay pernit any Restricted Subsidiary to, create, assunme, incur or
suffer to exist any Lien upon any Principal Property to secure any Debt of the
Conpany or any other Person that is not excepted



by clauses (i) through (xiv), inclusive, of this paragraph 3(c) w thout securing
this note, provided that the aggregate principal anpbunt of all Debt then

out standi ng secured by such Lien and all simlar Liens, together with all net
sal e proceeds from Sal e- Leaseback Transactions (excl udi ng Sal e- Leaseback
Transactions permtted by clauses (i) through (iv), inclusive, of paragraph
3(d)), does not exceed 15% of Consolidated Net Tangi bl e Assets.

(d) Restriction on Sal e-Leaseback Transactions. The Conpany wil |
not, nor will it permt any Restricted Subsidiary to, engage in a Sal e-Leaseback
Transacti on unl ess:

(i) such Sal e-Leaseback Transaction occurs w thin one year
fromthe date of acquisition of the Principal Property subject
thereto or the date of the conpletion of construction or
conmencenent of full operations on such Principal Property,
whi chever is |later;

(ii) the Sal e-Leaseback Transaction involves a |lease for a
period, including renewals, of not nore than three years;

(iii) the Conpany or such Restricted Subsidiary would be
entitled to incur Debt secured by a Lien on the Principal Property
subj ect thereto in a principal anmbunt equal to or exceeding the net
sal e proceeds from such Sal e- Leaseback Transaction w thout securing
this note; or

(iv) the Conmpany or such Restricted Subsidiary, within a
one-year period after such Sal e-Leaseback Transaction, applies or
causes to be applied an anmount not |ess than the net sal e proceeds
from such Sal e-Leaseback Transaction to (A) the repaynent,
redenption or retirenent of Funded Debt of the Conpany or any
Subsi diary, or (B) investnent in another Principal Property.

Not wi t hst andi ng the foregoing provisions of this paragraph 3(d), the Conpany
may, and may permit any Restricted Subsidiary to, effect any Sal e- Leaseback
Transaction that is not excepted by clauses (i) through (iv), inclusive, of this
paragraph 3(d), provided that the net sale proceeds from such Sal e- Leaseback
Transaction, together with the aggregate principal amunt of then outstanding
Debt secured by Liens upon Principal Properties not excepted by clauses (i)
through (xiv), inclusive, of paragraph 3(c), do not exceed 15% of the
Consol i dat ed Net Tangi bl e Assets.

(e) Conpany May Consolidate, Etc., Only on Certain Terms. The
Conpany shall not consolidate with or nerge into any other Person or sell, |ease
or transfer its properties and assets as, or substantially as, an entirety to,
any Person, unless:

(i) (A in the case of a nerger, the Conpany is the surviving
entity, or (B) the Person formed by such consolidation or into which
the Conpany is nerged or the Person which acquires by sale or
transfer, or which | eases, the properties and assets of the Conpany
as, or substantially as, an entirety shall expressly assume, the due
and punctual paynent of the principal of and any interest on this
note and the performance or observance of every covenant and
condition of this note on the part of the Conpany to be perforned or
observed; and

(ii) immediately after giving effect to such transaction, no
Default or Event of Default exists.

Upon any consolidation of the Conpany with, or nmerger of the Conpany into, any
ot her Person or any sale, transfer or |ease of the properties and assets of the
Conpany as, or substantially as,



an entirety in accordance with this paragraph 3(e), the successor Person fornmed
by such consolidation or into which the Conpany is nerged or to which such sale,
transfer or lease is made shall succeed to, and be substituted for, and nay
exercise every right and power of, the Conpany under this note with the sanme
effect as if such successor Person had been naned originally as the Conpany
herein, and thereafter, except in the case of a |ease, the Company shall be
relieved of all obligations and covenants under this note.

(f) Waiver of Certain Covenants. The Conpany may onmit in any
particular instance to conply with any term provision or condition set forth in
paragraphs 3(b), 3(c) or 3(d) if before the time for such conpliance the hol ders
of at least a mpjority in aggregate principal anmount of the Conpany's senior
debt securities issued under that certain Indenture between the Conpany and HSBC
Bank USA, as trustee (successor to JPMorgan Chase Bank), dated as of My 10,
1999 (the "I NDENTURE"), voting as one class, shall, in connection with the debt
i ssued under such Indenture, by act of such holders, either waive such
conpliance in such instance or generally waive conpliance with such term
provi sion or condition, but no such waiver shall extend to or affect such term
provi sion or condition except to the extent so expressly waived, and, until such
wai ver shall becone effective, the obligations of the Conpany in respect of any
such term provision or condition shall remain in full force and effect.

4. Renedi es.

(a) Events of Default. An Event of Default means any one of the
followi ng events (whatever the reason for such Event of Default and whether it
shal | be voluntary or involuntary or be effected by operation of |aw or pursuant
to any judgnent, decree or order of any court or any order, rule or regulation
of any administrative or governnmental body):

(i) default in the paynment of any interest on the note when it
becomes due and payabl e, and continuance of such default for a
period of 30 days; or

(ii) default in the payment of the principal of the note at
its maturity; or

(iii) default in the performance, or breach, of any term
covenant or warranty of the Conpany in this note (other than a term
covenant or warranty a default in whose performance or whose breach
is elsewhere in this paragraph specifically dealt with), and
conti nuance of such default or breach for a period of 60 days after
there has been given, by registered or certified mail, to the
Conpany by the Payee a witten notice specifying such default or
breach and requiring it to be renedied and stating that such notice
is a Notice of Default hereunder; or

(iv) the Conmpany pursuant to or within the neaning of any
Bankruptcy Law (A) commences a voluntary case, (B) consents to the
entry of any order for relief against it in an involuntary case, (C
consents to the appointnent of a Custodian of it or for all or
substantially all of its property, or (D) makes a general assignment
for the benefit of its creditors; or

(v) a court of conpetent jurisdiction enters an order or
decree under any Bankruptcy Law that (A) is for relief against the
Conpany in an involuntary case, (B) appoints a Custodian of the
Conpany or for all or substantially all of its property, or (O
orders the liquidation of the Conpany; and the order or decree
remai ns unstayed and in effect for 90 days.



(b) Acceleration of Maturity. If an Event of Default with respect to
this note occurs and is continuing, then in every such case the Payee may
decl are the principal anpunt of this note to be due and payabl e i medi ately, by
a notice in witing to the Conpany, and upon any such declaration such principa
amount (or specified amount) shall becone i medi ately due and payabl e.

(c) Rights and Renedies Cunul ative. No right or renedy herein
conferred upon or reserved to the Payee is intended to be exclusive of any other
right or remedy, and every right and renmedy shall, to the extent permtted by
|l aw, be cunulative and in addition to every other right and renedy given
hereunder or now or hereafter existing at law or in equity or otherw se. The
assertion or enploynent of any right or remedy hereunder, or otherw se, shal
not prevent the concurrent assertion or enploynent of any other appropriate
right or renedy.

5. Choice of Law. This Note shall be construed and enforced in accordance
with, and the rights of the Conpany and Payee shall be governed by, the | aw of
the State of New York, excluding choice-of-law principles.

6. No Usury Intended; Spreading. It is the intent of the Conpany and the
Payee in the execution and performance of this note to contract in strict
conpliance with the usury |laws of any applicable state and the United States of
Anerica fromtine to tinme in effect. In furtherance thereof, the Conpany and the
Payee stipulate and agree that none of the provisions contained in this note
shall ever be construed to create a contract to pay for the use, forbearance, or
detention of nobney with interest at a rate in excess of the Hi ghest Lawful Rate
and that for purposes hereof "interest" shall include the aggregate of al
charges which constitute interest under such laws that are contracted for,
reserved, taken, charged, or received under this note. In determ ning whether or
not the interest paid or payable, under any specific contingency, exceeds the
H ghest Lawful Rate, the Conpany and the Payee shall, to the naxi mum extent
pernmitted under applicable law, (a) treat any nonprincipal paynment as an
expense, fee, or premiumrather than as interest, (b) exclude voluntary
prepaynents and the effects thereof, and (c) "spread" the total anount of
interest throughout the entire contenplated termof this note. The provisions of
thi s paragraph shall control over all other provisions of this note which may be
in apparent conflict herewth.

7. Arendnents and Waivers. No waivers, anmendnents or nodifications of this
note shall be valid unless in witing and signed by the Conpany and the Payee

8. Transfers. This note was originally issued in a transaction exenpt from
registration under the Securities Act, and this note may not be offered, sold or
otherwi se transferred in the absence of such registration or an applicable
exenption therefrom The holder of this note agrees for the benefit of the
Conpany that this note may be offered, resold or otherw se transferred, in whole
but not in part, only (i) inthe United States to a person whomthe seller
reasonably believes is a qualified institutional buyer (as defined in Rule 144A
under the Securities Act) in a transaction nmeeting the requirenments of Rule 144A
or (ii) pursuant to an exenption fromregistration under the Securities Act, as
determined in the reasonabl e discretion of the Conmpany. Any hol der hereof
desiring to transfer this note pursuant to clause (ii) above nust first furnish
the Conpany, at holder's sol e expense, an opinion of counsel (in form and
subst ance reasonably satisfactory to the Conpany) that neither registration nor
qualification under the Securities Act or any applicable state securities | aws
is required in connection with such transfer and such other evidence (including
a certificate fromthe transferee) as the Conpany may reasonably request in
order to evaluate conpliance with any applicable securities



|l aws, including the Securities Act. The Conpany will be entitled to disregard
any attenpted sale, transfer, or assignment in violation of the foregoing.

[ Si gnature Page Fol | ows]



I'N WTNESS WHEREOF, ElI Paso Corporation has caused this note to be
executed on , 200 .

EL PASO CORPORATI ON
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