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Date

Attn:

Re:
Letter of Understanding

Gentlemen:

Pending the preparation and execution of a definitive Gas Sales Agreement and related documents, this Letter will confirm our understanding regarding the proposed sale by ____________________________ ("Seller") to _________________________ ("Buyer") of long term gas supplies (the "Sale Transaction") in accordance with the following:

1.
Term Sheet.  The Sale Transaction will be made substantially in accordance with this letter and the _______________ attached hereto as Exhibit "A" to the extent there is any conflict between ______________ and this letter, this letter shall control.

2.
Definitive Agreements.  Buyer and Seller will endeavor to incorporate the terms and conditions expressed herein in mutually acceptable definitive agreements no later than ________________.  In the event Buyer and Seller are unable to execute such definitive agreements by ________________, neither Buyer nor Seller shall have any further obligation to the other as a result of this letter other than s set forth in Paragraphs 3 and 4.

3.
Confidentiality.  The existence of this letter of understanding and its 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 or appropriate in response to any summons, subpoena or discovery order or to comply with any applicable law, order, regulation or ruling or (iii) as Buyer and Seller, or their designees, reasonably deem appropriate in order to conduct due diligence or to make other investigation relating to the contemplated transactions.

4.
Expenses.  In the event Buyer and Seller fail to execute definitive agreements, Buyer shall reimburse Seller for any loss resulting from reversing any gas price hedge entered into by Seller at the direction of Buyer.  Notwithstanding anything to the contrary herein, if Seller and Buyer agree to all material terms and conditions of the definitive agreements and Buyer's board of directors approves the contemplated transaction, but the contemplated transaction fails to close solely as a result of the failure of Seller's board of directors to approve the same, then the Buyer shall have no liability for expenses described in this paragraph 4.

5.
Board of Director Approval.  The closing of the contemplated transactions is subject to, in addition to the other conditions herein and in the Term Sheet, the approval of the respective boards of directors of Buyer and Seller.

6.
Non-binding Obligation.  Except as to paragraphs 3 and 4 Buyer and Seller understand and agree that this letter sets forth the parties' understanding only.  This letter does not create and is not intended to create a binding and enforceable contract between the parties and may not be relied upon by either party as the basis for a contract by estoppel or otherwise, but rather evidences a non-binding expression of a good faith understanding to endeavor, without obligation, to negotiate mutually agreeable definitive agreements.

If the terms and conditions of this letter are in accord with your understanding, please sign and return the enclosed counterpart of this letter to the undersigned to be received no later than _______________.







Sincerely yours,







(ENRON ENTITY)












SIGNATURE







Printed







Name













Title







Accepted and Acknowledged this ______ of _________________________, 199__

(COUNTERPARTY’S NAME)

SIGNATURE

Printed

Name


Title
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