Stagecoach – Letter of Intent

This document, agreed upon by Enron Compression Services (ECS) and El Paso Energy – Tennessee Pipeline (EPE), is to serve as the following:

1. Intent by both parties to execute the Stagecoach Compression Services Agreement by March 31st, 2001

2. Provide for price movements in both power and gas during the execution period

3. List the agreed-upon charges for lease and O&M payments from ECS to EPE

4. Indication that a ECS will have a First Look/Last Look at future call options and will have first right of refusal to provide power service for the summer months of June, July and August

5. Indication that an executed contract is contingent only upon ECS Management approval

Intent to Execute Agreement

ECS and ENE both intend to execute the Stagecoach Compression Services Agreement by March 31st, 2001.  All pricing will be contingent upon executing the agreement by this date.

Price Movements during the Execution Period

Natural gas and power prices will move during the execution period.  The contract will stipulate a commodity payment that is based upon a heat rate of 8,000 Btu/Hp, which is in turn based on a NYMEX natural gas price of (?).  Movement of this gas price may cause the heat rate to go up.  Additionally, the contract will stipulate a fixed power price of (?)$/Hp-Yr, which is based upon a PJM power pool price of (?).  Movement of the PJM power pool price may cause the fixed price per Hp-Yr to go up.

Lease and O&M charges
ECS will pay EPE fixed payments for leasing of the “electrical drive train” in the amount of $70,000 $/Yr.  ECS will also contract to EPE for O&M activities on the “electrical drive train” in the fixed amount of $210,000 $/Yr.

Future Call Options and Summer Power Provision

ECS will retain the right to First Look/Last Look at potential call options on provided power during the term of the contract.  ECS will provide call option proposals as necessary.  Additionally, ECS will retain the first right of refusal to provide EPE with power service during the summer months of June, July and August, on an annual basis, unless otherwise agreed to.  For this right, ECS will continue making Lease and O&M payments during these months.

Management Approval

The Stagecoach Compression Services Agreement is contingent upon ECS Management approval.

