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March 13, 2001

____________________

____________________

____________________

____________________

Re:
Participation in Kern River Gas Transmission Company’s March 12, 2001 Open Season (the “Open Season”)

Dear _____________:


This letter agreement (this "Agreement") sets forth the agreement of Enron North America Corp., a Delaware corporation ("ENA") and _____________________________, a _____________ corporation ("X"), (each referred to as a "Party" or collectively as the "Parties"), addressing certain details regarding (i) X’s participation and bid for the transportation capacity, the terms of which are more specifically set forth on Exhibit “A” attached hereto (the “Capacity”) in the Open Season, (ii) X’s assignment or release of the Capacity to ENA, and (iii)  ENA and X sharing in the mark-to-market value of the Capacity.  


X agrees to submit a binding bid for the Capacity in the Open Season by executing Kern River Gas Transmission Company’s (“Kern River”) standard form of Precedent Agreement for Firm Transportation Service between X and Kern River (the “Precedent Agreement”).  The binding bid for the Capacity shall be submitted in accordance with the terms, conditions, and timelines as set forth in Kern River’s Open Season procedures and the Precedent Agreement.  X shall not agree to any revisions or modifications to the receipt or delivery point capacities in the Capacity  as requested by Kern River in accordance with the terms and conditions of the Precedent Agreement or the procedures of the Open Season, without obtaining ENA’s prior written consent.     


X shall permanently assign or release the Capacity to ENA by assignment of the Precedent Agreement and/or any associated firm transportation agreements utilizing a form of assignment acceptable to Kern River, X, and ENA.  ENA shall accept such assignment of the Precedent Agreement and/or any associated firm transportation agreements.  Such assignment or release shall be completed by ENA and X no later than _________, 2001.  The assignment or release shall be permanent such that Kern River agrees to look solely to ENA for all obligations with respect to the Capacity and X has no recall rights with respect to the Capacity.


Upon completion of the permanent assignment and release of the Capacity from X to ENA, ENA shall establish a mark-to- market value for the Capacity based on ENA’s internal pricing curves for the basis between  the receipt and delivery points as set forth on Exhibit “A” attached hereto (the “Mark”).  ENA shall provide X with a written statement detailing the Mark calculation with reasonable supporting detail (the “Statement”).  Such statement shall be provided to X no later than sixty (60) days following the completion and execution of the permanent assignment and release of the Capacity from X to ENA.  If the Mark is a postive value, ENA shall pay to X a one time amount equal to the Mark multiplied by 0.25.  Such one time payment shall be consideration for X’s obligation hereunder.  Such amount shall be paid to X within 30 days of the date of the Statement.


This Agreement and the capacity transactions hereunder are subject to all valid existing and future laws, orders, rules, regulations and proclamations of duly constituted governmental authorities having jurisdiction or control over the parties hereto or the subject matter hereof.

Except for a Party’s right to specific performance with respect to the confidentiality obligations under this Agreement, any dispute relating to this Agreement shall be resolved by binding arbitration pursuant to the Commercial Arbitration Rules of the American Arbitration Association ("AAA") and all such proceedings shall be subject to the Federal Arbitration Act.  Each party shall select one arbitrator and the two arbitrators shall select a third arbitrator who has not previously been employed by either Party and does not have a direct or indirect interest in either Party or the subject matter of the arbitration. While the third arbitrator shall be neutral, the two party-appointed arbitrators are not required to be neutral, and it shall not be grounds for removal of either of the two party-appointed arbitrators or for vacating the arbitrators' award that either of such arbitrators has past or present relationships with the party that appointed such arbitrator.  

Each Party shall not disclose the terms of this Agreement, the existance of this Agreement, or any information concerning gas throughput or the operations of either Party it receives or has knowledge of incident to the performance of the obligations hereunder, to any third party (other than the Party's and its affiliates' employees, lenders, direct and indirect owners, shareholders, partners, and/or investors, and each of such person's respective counsel, accountants and other advisors who have agreed to keep such terms confidential) except in order to comply with any applicable law, order, regulation, exchange rule, or in connection with an arbitration or dispute covering this Agreement; provided, each Party shall notify the other Party of any proceeding of which it is aware which may result in disclosure and use reasonable efforts to prevent or limit the disclosure.  

THIS AGREEMENT SHALL BE GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF TEXAS, EXCLUDING ANY CONFLICTS-OF-LAW RULE OR PRINCIPLE WHICH MIGHT REFER TO THE LAWS OF ANOTHER STATE.  


Sincerely,








ENRON NORTH AMERICA CORP.


By:  _____________________________



Title:  ____________________________

AGREED TO this __ day of March, 2001.

X
By:  ________________________________



Title:  _______________________________

Letter Agreement for Kern River Open Season

Exhibit A

MAXIMUM DAILY QUANITY

______________ Mcf/d

MINIMUM ACCEPTABLE MDQ


______________ Mcf/d

Commencement Date:
July 1, 2001 (or such later date that the required facilities are placed in-service.)

Termination Date:
__________________________

Primary Receipt Point


Maximum Receipt Point Quantity
Primary Delivery Point


Maximum Delivery Point Quantity
