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CONFIDENTIAL
December 20, 2000

Adobe Energy, Inc.

Attn:







Re:
Letter of Interest

Ladies and Gentlemen:

This letter confirms the interest of Enron North America Corp., a subsidiary of Enron Corp., or its designated affiliates (collectively, “Enron”) and Adobe Energy, Inc. (“Adobe”) to enter into definitive agreements________________________

________________________________________________

________________________

set Sellerset Seller for Enron’s acquisition of Adobe's right, title and interest in the oil and gas lease identified herein (the "Subject Property"), all in accordance with the terms and conditions set forth in this letter and the attached Term Sheet (the transactions described in this letter and Term Sheet are referred to collectively as the “Transaction”).  

1. Term Sheet.  The terms and conditions of the Transaction shall be based upon this letter and the Term Sheet attached hereto as Attachment A, which is hereby  incorporated into and made a part of this letter. To the extent there is any conflict between the Term Sheet and the terms of this letter, the terms of this letter shall control. 

2. Definitive Agreements. The parties shall endeavor to incorporate the terms and conditions expressed in this letter in mutually acceptable definitive agreements (the “Definitive Agreements”) and consummate the Transaction contemplated hereby no later than the date that is ninety (90) days from the date that this letter is executed by Adobe ______________

______________set TermDate(the “Closing Date”).  In the event that Enron and Adobe are unable to execute the Definitive Agreements by the Closing Date, unless extended by mutual agreement of the parties, this letter shall be deemed terminated, and neither Enron nor Adobe shall have any further obligation to the other, except as provided in paragraphs 3, 4 and 5 below, which obligations shall survive the termination of this letter.

3. Confidentiality.  The existence of this letter, the Attachment hereto, and their respective contents are intended to be confidential and are not to be discussed with or disclosed to any third party except (i) with the express prior written consent of the other party hereto, (ii) as may be required in response to any summons, subpoena or discovery order or to comply with any applicable law, order, regulation or ruling or (iii) as the parties, or their designees, reasonably deem appropriate in order to conduct due diligence, title or other investigation relating to the contemplated transactions.  Without limiting the foregoing, Adobe may not discuss or disclose this letter, the Attachment hereto, or their respective contents in connection with Adobe's bankruptcy proceedings currently pending in the United States Bankruptcy Court for the Southern District of Texas (the "Adobe Proceedings"), without Enron's prior written approval, except as such disclosure may be required in response to any summons, subpoena or discovery order or to comply with any applicable law, order, regulation or ruling.

4. Exclusivity and Non-Interference.  In consideration for the efforts to be expended by Enron in connection with its evaluation of the Transaction and the other actions to be taken by Enron in connection therewith as set forth in the Attachment, [for a period of ninety (90) days from the date of execution hereof][until March 30, 2001], neither Adobe nor any of its affiliates shall (and Adobe shall take such actions to ensure that its affiliates shall not), directly or indirectly, enter into any contract or understanding with, enter into negotiations with, or disclose any information to, any other person or entity for the sale, encumbrance, or other transfer of any portion of Adobe's interest in the Subject Property.  Adobe also understands that Enron may seek to acquire claims of Adobe's creditors in the Adobe Proceedings, and in that regard, neither Adobe nor its affiliates shall (and Adobe shall take such actions to ensure that its affiliates shall not), directly or indirectly, (i) enter into any contract, understanding, or negotiations with any other person or entity for the purchase by Adobe or its affiliates of any claim in the Adobe Proceedings, (ii) facilitate, solicit, or encourage the purchase of claims by any person or entity other than Enron, or (ii) otherwise hinder or interfere with Enron's efforts to acquire such claims.

5. Expenses.  Each of Adobe and Enron shall be responsible for payment of their respective accounting, brokerage, investment banking, legal and other professional fees, expenses, and transaction costs incurred in connection with the preparation, evaluation, negotiation, execution and delivery of this letter and the Definitive Agreements.

6. Non-binding Nature.  Except as to the provisions of paragraphs 3, 4 and 5 (which provisions are enforceable against the parties in accordance with their terms), the parties understand and agree that (i) this letter sets forth the parties’ current intentions with respect to a possible Transaction and (ii) this letter does not create and is not intended to create a binding and enforceable agreement between the parties or a duty on the part of either party to negotiate in good faith toward a binding contract, and may not be relied upon by either party as the basis for a contract by estoppel or otherwise.  A binding agreement with respect to the Transaction will result only from the execution of mutually acceptable Definitive Agreements.

7. Injunctive Relief.  Adobe understands and agrees that its violation of any of paragraphs 3, 4 or 5 could result in harm to Enron for which monetary damages may not provide adequate relief.  Accordingly, in addition to such other legal remedies as may be available to Enron at law, Enron shall be entitled to seek injunctive relief or other equitable remedies in order to enjoin any breach or threatened breach by Adobe of paragraphs 3, 4 or 5.  

8. Conditions.  In addition to the other conditions herein, the closing of the contemplated Transaction is conditioned upon the results of a due diligence review to Enron's satisfaction, which has not yet been conducted, the receipt by Enron of certain required corporate and internal approvals, which approvals have not yet been obtained, and the negotiation, execution and delivery of definitive agreements in form and substance acceptable to Enron, all as set forth in more detail in the Term Sheet.  In addition, certain terms and conditions set forth in the Term Sheet are subject to change depending upon the results of Enron’s due diligence review. 

9. No Oral Agreements.  Subject to the foregoing, this letter and the Term Sheet set out the parties’ understanding as of this date, and there are no other written or oral agreements or understandings among the parties.

10. Counterparts.  This letter may be executed in separate counterparts, each of which shall be deemed an original, and all of which together shall be considered one and the same document.

If the terms and conditions of this letter are in accord with your understanding, please sign and return the enclosed counterpart of this letter no later than December 29, ________________________

________________________set Seller2000, after which date, if not signed and returned, this letter shall be null and void.

Very truly yours,

ENRON NORTH AMERICA CORP.

By:



Name:



Title:



APPROVED AND ACKNOWLEDGED

this ____ day of ____________, 2000.

ADOBE ENERGY, INC.

By:



Name:



Title:



