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Talking Points for Settlement

Meeting with Ted Davis

on Hobbs Line

· Outline Northern’s proposal:

–
Conoco wanted $7 million of value

–
Hobbs Line has $6.5 million of value


– –
That’s TW’s net book


– –
The line fits Conoco’s consolidation strategy


– –
Large diameter provides more flexibility

–
Northern transfers line for nominal sum and adds $500,000 cash to get to $7 million

–
3-29 offer of $3 million is not withdrawn, but adding Hobbs Line to that offer would equal $9.5 million

· Before Davis has the chance to attack our valuation of the Line:.

–
Acknowledge that valuation of the line is an important issue.

–
Remind him that we won’t go north of $3 million cash.

–
Therefore, to settle, either Conoco has to offer incremental value items or we need to work creatively on this item.

· Davis will almost certainly disagree with our valuation of the line, on these or other bases:

–
Conoco can build substitute facilities for approximately $2.5 million or less.

–
Our book value is irrelevant to Conoco.

–
Configuration or diameter of Hobbs Line not optimal for low pressure gathering.

· Hobbs Line will be transferred in as-is, where-is condition.  Nor warranties except as to title.

· If Conoco and Northern agree on a valuation of less than $4 million, settlement can still be reached

–
if Conoco accepts less than $7 million

–
or if Conoco agrees to accept value associated with discounted transportation arrangements on Northern or Transwestern in lieu of cash.

