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December _________, 2000

Mr. Salvador Harambour Giner

E & P General Manager

Empresa Nacional Del Petroleo

Casilla 123, Correo 35 Las Condes

CP 6760197 

Santiago, CHILE

Dear Mr. Harambour:

Enron Americas (“Enron”) is pleased to submit this Letter Agreement to Empresa Nacional Del Petroleo ("ENAP") to facilitate the development of potential commercial terms between Enron and ENAP regarding certion oil and gas fields.    

Based on the reservoir details and the resulting initial analysis, Enron firmly supports that ultimate hydrocarbon recovery from the Posesion/Canadon and Daniel/Skua fields would be enhanced with the addition of strategically located compression and possibly some infrastructure modifications.  

Since the gas production from Posesion field is being competitively developed by ENAP in Chile and others in Argentina, it is considered an immediate priority to add compression capacity and develop the infrastructure at Posesion to maximize ENAP’s share of ultimate hydrocarbon recovery. Enron has a long track record in the development, design, sourcing, installation and operation of compression projects that would be applied to this project.  

The parties acknowledge that Enron has expended considerable resources in its initial evaluation of the fields referenced.  In order to facilitate the development process hereunder, ENAP hereby grants to Enron an exclusive period with the execution of this Letter Agreement.  In addition, Enron will need additional information pertaining to the Posesion Field and the related gathering infrastructure that exists today.  ENAP is needed to provide Enron all data reasonably requested (the "Data") in addition to access to personnel that would support Enron’s effort to refine the technical assumptions and the economic merits of the project.  The date initiating Enron’s schedule would be defined via written acceptance of the Data from ENAP.   All data provided to Enron would be treated consistent with the Confidentiality Agreement between the parties dated January 21, 2000

ENAP hereby agrees to an exclusive period with Enron for an initial term of seventy-five (75) days upon which Enron must deliver an acceptable term sheet regarding (i) negotiations of service contracts and (ii) oil and gas marketing arrangements over the Field.  Should Enron reasonably satisfy the requirements for ENAP (via written acceptance), then ENAP shall extend the exclusive period for an additional seventy-five (75) days to come to definitive agreements regarding this transaction.

Enron may also chose to review Data with respect to other ENAP oil and gas fields not listed on Exhibit A (the "Additional Fields").  Within thirty (30) days from Enron's receipt of this executed Proposal from ENAP, Enron may submit to ENAP a list of the Additional Fields, if any, over which Enron desires to enter into (i) a possible service contract or (ii) marketing arrangement.  Contemporaneously with Enron's submission of its list of selected Additional Fields, Enron shall request from ENAP a seventy-five (75) day exclusive negotiating period. ENAP shall grant Enron's request for the seventy-five (75) day exclusive period unless an Additional Field is already burdened by an exclusivity right in favor of a third party. 

This proposal outlines Enron's preliminary understanding of the proposed transactions with ENAP with respect to the Fields and the Additional Fields.  Except for the exclusivity provisions, binding legal obligations will be established only when definitive agreements are developed and executed by authorized representatives of Enron and ENAP.  It is contemplated that the agreements to be developed pursuant to this proposal would contain mutually agreed representations and warranties, covenants, conditions, indemnities, and other terms and provisions in accordance with normal international oil and gas industry practice. 

If this Proposal accurately sets forth your understanding of the transactions contemplated between Enron and ENAP, please execute one (1) copy of this Proposal and return it to us at the letterhead address.  We appreciate the opportunity to submit this proposal and look forward to working for ENAP.







Sincerely,

AGREED TO AND ACCEPTED

THIS __ DAY OFNOVEMBER, 2000

EMPRESA NACIONAL DEL PETROLEO

By: 





Name: 






Title: 






EXHIBIT A

Area “A” (Daniel/Skua/Posesion/Canadon Fields)



Latitude (X)
Longitude (Y)


A
491,000
4,201,000


B
506,000
4,201,000


C
506,000
4,191,000


D
518,500
4,191,000


E
518,500
4,196,000


F
523,500
4,196,000


G
523,500
International Border to North


H
491,000
International Border to North





















Endless possibilities.™

