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CONFIDENTIAL

July 17, 2001
Mr. Ron Grossarth

Public Service Company of New Mexico

2401 Aztec N.E.

Albuquerque, New Mexico

RE: El Paso Capacity Proposal

Dear Mr. Grossarth:

Please find a proposal for your consideration from Enron North America Corp. (“ENA”) to Public Service Company of New Mexico Marathon Oil Company (“PNM”).  This proposal outlines the terms under which ENA would assign physical capacity to PNM. As I mentioned yesterday, we are looking for quick closure.

Please contact me if there are any questions.  I can be reached by phone at 713-853-1688 and by email at stephanie.miller@enron.com. I look forward to our discussions tomorrow.

Regards,

ENRON NORTH AMERICA


______________________________

Stephanie Miller

Director

cc: Ed Jaroch – Marathon Oil Company
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ENRON NORTH AMERICA CORP

Marathon Oil Company

SUMMARY OF CERTAIN TERMS AND CONDITIONS

THE TERMS OF ANY DEFINITVIE AGREEMENT(S) CONCERNING THE SUBJECT MATTER HEREOF WILL SUPERSEDE AND REPLACE ANY SUMMARY OF SUCH TERMS AS STATED.  THIS PROPOSED SUMMARY OF TERMS IS FOR DISCUSSION PURPOSES ONLY AND IS NOT COMPLETE AND IS NOT ALL-INCLUSIVE OF THE TERMS OF THE PROPOSED TRANSACTION.  IT DOES NOT CREATE, AND IS NOT INTENDED TO CREATE, ANY BINDING OBLIGATION OR OFFER TO ANY PARTY OR PARTIES (ALL OF WHICH WILL BE CREATED, IF AT ALL, ONLY BY BINDING, DEFINITIVE DOCUMENTS AMONG THE PARTIES) OR ANY DUTY OR OBLIGATION OF GOOD FAITH OR OTHERWISE ON ANY PERSON TO NEGOTIATE BINDING, DEFINITIVE DOCUMENTS.  THIS PROPOSED SUMMARY OF TERMS MAY NOT BE RELIED UPON BY ANY PERSON AS THE BASIS FOR A CONTRACT BY ESPTOPPEL OR OTHERWISE.

Scope of Proposal

Enron North America Corp. (“ENA”) shall make available for assignment to Marathon Oil Company. (“Marathon”) term capacity on El Paso Natural Gas Co. subject to the Volumes, Terms and Conditions as agreed to by Assignee and Assignor set forth herein.

El Paso Natural Gas Transportation Assignment

Period of Assignment:


March 1, 2002 - May 31, 2006

Capacity Rate:
The capacity will be assigned on a permanent basis at 100% of full tolls and Marathon shall assume all obligations related to this capacity upon the approval and execution of the related transportation assignment documents as required by EPNG.  (The current rate is $0.3595 per MMBtu per day plus variable charges and fuel.)

Volume to be assigned:


Tier I:                 18,000 MMBtu/day - March 1, 2002 – May 31, 2006 

	Offer

No.
	MMBtu/d
	Block
	Delivery Point
	Receipt Points

	18791
	18,000
	I
	DSCALEHR
	Anadarko/Permian


              Tier II:        33,600 MMBtu/day - September 1, 2002 – May 31, 2006

	Offer

No.
	MMBtu/d
	Block
	Delivery Point
	Receipt Points

	18789
	10,795
	I
	DPG&ETOP
	Anadarko/Permian

	18790
	3,975
	I
	DSCALTOP
	Anadarko/Permian

	18791
	4,836
	I
	DSCALEHR
	Anadarko/Permian

	18794
	13,994
	III
	DPG&ETOP
	SJ/Anadarko/Permian


Tier III:             2,456 MMBtu/day – March 1, 2004 – May 31, 2006

	Offer

No.
	MMBtu/d
	Block
	Delivery Point
	Receipt Points

	18794
	2,456
	III
	DPG&ETOP
	SJ/Anadarko/Permian


Receipt & Delivery Point:

Stated above

Recall Rights:



No

Assignee:



Marathon

Assignor:



ENA

Transfer Fee:



None

Renewal Rights:
ENA shall permanently assign capacity including all applicable renewal rights as available by EPNG.

Conditions Precedent:
(a) EPNG shall confirm that Marathon satisfies the necessary creditworthiness requirements for the purposes of permitting the transfer of the Assigned Capacity to Marathon.

(b) Marathon shall provide all necessary documentation and credit covenants as required by EPNG.

(c) ENA shall be released unconditionally from any obligations once the permanent assignment documentation has been facilitated.

Other:
It is the Assignee’s responsibility to request and coordinate changes to the primary delivery point(s). ENA makes no representation regarding the ability to make any changes and all questions should be directed to EPNG.

