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November 9, 2000

Petroglyph Energy Inc.

Attn: Craig Saldene
1302 North Grand

Denver, Colorado 80202

Ladies and Gentlemen:

Petroglyph Energy Inc. ("Petroglyph") and Enron North America Corp. ("ENA") are prepared to furnish each other with information in connection with and concerning Petroglyph's transportation contract dated July 1, 1998 (ENA Global Contract No. 33206000) with Colorado Interstate Gas Company  (the "Transaction"), and such information is confidential or otherwise generally not available to the public (the "Confidential Information"). The term "Confidential Information" shall, with respect to the receiving Party, not include information (a) as is or may become generally available to the public, (b) known to the receiving Party at the time of disclosure or is thereafter acquired at any time from a source other than the other Party hereto that was not known to the receiving Party to be prohibited from making disclosure or, (c) is hereafter independently developed by the receiving Party as evidenced by prior documentation thereof.

In support of the foregoing and to enable ENA and Petroglyph to assess and potentially develop commercial transactions, and as a condition to furnishing the information as set forth above, ENA and Petroglyph (each a "Party" and collectively, the "Parties") agree as follows:

1.
Negation of Transaction Obligations or Fees.  Each of Petroglyph and ENA does hereby acknowledge and agree that neither Petroglyph nor ENA shall be obligated in any manner whatsoever to enter into any relationship or transaction of any kind whatsoever, including, without limitation, any joint venture, partnership, service agreement, or the negotiation therefor, as a result of this agreement, the Proposals, or any of the matters herein contemplated.  Each of Petroglyph and ENA will not claim or demand from the other, and their will arise no obligation to make payment for, any fee, commission or other kind of compensation in money, property or otherwise, now or at any time in the future, in connection with the Confidential Information, unless and until a definitive written agreement is negotiated, authorized, executed and delivered.  The Parties acknowledge that there is now no understanding to negotiate, execute and deliver any such written agreement.  

2.
Representations and Warranties.  ENA and Petroglyph each do hereby represent and warrant that (i) it owns or controls title to the Confidential Information it respectively provides, (ii) such Confidential Information is free from all liens and adverse claims, and (iii) Each Party possesses all permits, licenses and similar authorizations, rights and powers with respect to their Confidential Information to enable the Party to disclose its Confidential Information in accordance with this agreement.  Each shall pay, protect, indemnify and hold harmless the other Party from and against any and all losses, costs, expenses, liabilities, damages and judgments (including reasonable fees of counsel), whether incurred by settlement or otherwise, arising from Claims (below defined) related to or resulting from the inaccuracy of the foregoing representations and warranties.  "Claims" means all claims or actions, threatened or filed and whether groundless, false or fraudulent, that directly or indirectly relate to the subject matters of the indemnity, whether such claims or actions are founded in contract, tort or otherwise and whether such claims or actions are threatened or filed prior to or after the termination of this agreement.
OR

2.
Representations and Warranties.  Each Party understands that the other Party will endeavor to include in the information furnished hereunder materials that it believes to be reliable and relevant for the purposes of the other Party’s evaluation, that neither Party makes any representation or warranty as to the accuracy or completeness of any information that is so provided, and that neither Party nor any Representative of such Party shall have any liability to the other Party or its Representatives resulting from the use of such information by such Party or its Representatives.  For purposes of this section 2, "information" is deemed to include all information furnished under this agreement.
3.
Confidentiality.  Neither Party will disclose the Confidential Information furnished to it pursuant to this agreement without the prior written consent of the disclosing Party, other than to its directors, officers and employees, as well as those individual representatives, lenders, counsel and affiliates and each of their respective individual directors, officers, employees, representatives, lenders, counsel and affiliates, if any, to whom each Party desires to disclose such Confidential Information for the purposes of evaluation, negotiation or consummation of the proposed Transaction (those individuals who are directly or indirectly furnished Confidential Information by a Party are collectively referred to herein as the "Representatives").  A Party may also disclose the Confidential Information in order to comply with any applicable law, order, regulation or ruling.

4.
Treatment of Information.  Except as otherwise provided herein, neither Party will use the Confidential Information other than for the purpose of evaluating, negotiating and consummating the proposed Transaction. The Confidential Information that is written, except for that portion that may be found in analyses, compilations, studies or other documents prepared by or for a Party, will be returned to the other Party immediately upon such other Party’s request and no copies shall be retained by such Party or its Representatives.  That portion of the Confidential Information that is found in analyses, compilations, studies or other documents prepared by or for a Party, the Confidential Information that is oral and the Confidential Information that is not so requested or returned will be held by such Party and kept subject to the terms of this agreement or destroyed.

5.
Remedies and Liability.  Each Party shall have the right to apply to a court to enjoin any breach of this agreement.  Excepting the right of a Party to seek such relief, all claims and matters in question arising out of this agreement or the relationship between the Parties created by this agreement, whether sounding in contract, tort or otherwise, shall be resolved by binding arbitration pursuant to the Federal Arbitration Act.  The arbitration shall be administered the American Arbitration Association ("AAA").  There shall be three arbitrators.  Each Party shall designate an arbitrator, who need not be neutral, within 30 days of receiving notification of the filing with the AAA of a demand for arbitration.  The two arbitrators so designated shall elect a third arbitrator.  If either Party fails to designate an arbitrator within the time specified or the two Parties' arbitrators fail to designate a third arbitrator within 30 days of their appointments, the third arbitrator shall be appointed by the AAA.  It is expressly agreed that the arbitrators shall have no authority to award punitive or exemplary damages, the Parties hereby waiving their right, if any, to recover punitive or exemplary damages, either in arbitration or in litigation.

6.
GOVERNING LAW.  THIS AGREEMENT SHALL BE GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF TEXAS WITHOUT REGARD TO THE PRINCIPLES OF CONFLICTS OF LAWS THEREOF.

7.
Right to Compete.  This agreement neither obligates any Party to deal exclusively with any other Party hereto nor prevents any Party or any parent, affiliate, subsidiary or related entity or person of such Party from competing with any other Party or any parent, affiliate, subsidiary or related entity of such other Party, so long as such Party remains in compliance with this agreement.

8.
Term.  The provisions of Sections 3 and 4 hereof shall terminate on the date two years from the date of this letter.  [or] This agreement shall terminate on the date one year from the date hereof.
9.
Miscellaneous.  

a.
This agreement (i) may be modified only in a writing signed by each of the Parties hereto, (ii) sets forth the entire agreement of the Parties hereto and supersedes all prior and existing agreements relating to the subject matter hereof, whether oral or written, consistent or inconsistent and (iii) is intended solely for the benefit of the Parties and shall not impart rights enforceable by any other third person or entity other than as herein stated and contemplated.

b.
Neither failure nor delay by any Party in exercising any of its rights, powers or privileges hereunder shall operate as a waiver thereof, nor shall any single or partial exercise thereof preclude any other or further exercise of any such right, power or privilege.

d. 
Each of the Parties hereto has carefully read and does understand the effects of this agreement, employed counsel in carefully reviewing and considering all the terms and provisions of this agreement, and counsel for each has read and considered this agreement and advised such Party to execute the same.

e.
Neither Party's execution of this agreement is based upon its reliance upon any representation, understanding or agreement not expressly set forth herein and neither Party has made any representations to the other Party concerning the matters contemplated hereby that are not expressly set forth herein.

f.
Each Party has full and complete authorization and power to execute this agreement and this agreement is a valid, binding and enforceable obligation of each Party and does not violate any law, rule, regulation, contract or agreement applicable to or enforceable against such Party.

g.
If any term, provision, covenant or condition of this agreement is held by a court of competent jurisdiction to be invalid, void or unenforceable, the remainder of this agreement shall remain in full force and effect and in no way shall be affected, impaired or invalidated.

h.
This agreement shall not be assigned by either Party without the prior written consent of the other Party, which consent may be given or withheld in such Party's sole discretion.  

i.
This agreement shall be binding upon the Parties and permitted assigns and may be executed in multiple counterparts each of which when fully executed shall be deemed an original.

j.
The headings used herein are for convenience and reference purposes only. 
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k. 
All notices, including, without limitation, consents, and communications made pursuant to this agreement shall be made in writing to the address or facsimile below set forth:

If to Petroglyph:

Petroglyph Energy Inc.

1302 North Grand

Denver, Colorado 80202

Facsimile: ___________

Attn: _______________

If to ENA:

Enron North America Corp.

1400 Smith Street

Houston, Texas  77002

Facsimile:  713-853-_____

Attention:  


In the event that this letter accurately reflects your understanding of our agreement, please execute all copies of this letter and return two fully executed originals to the undersigned.  This agreement shall not be effective or enforceable until executed by all Party signatories set forth below.

Very truly yours,

ENRON NORTH AMERICA CORP.

By: 


Name: 

Title:

Agreed and accepted as of

date first written above:

PETROGLYPH ENERGY, INC.
By: 

Name: 

Title:
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