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November 15, 1999
Enron Midstream Services, L.L.C.

1200 17th Street, Suite 2750

Denver, CO  80202

Attn:  Mr. Dan J. Bump

Re:
Transportation Capacity Agreement

Dear Dan:

Pending the preparation and execution of definitive agreements, this letter will confirm our understanding regarding the proposed arrangements pursuant to which Thunder Creek Gas Services, LLC (“Thunder Creek”) and Enron Midstream Services, L.L.C. (“Enron”) would contract for transportation service on the Thunder Creek 24-inch main trunkline (the “Thunder Creek Trunkline”) (collectively, the "Transaction").  The Thunder Creek Trunkline is located generally as shown on the map attached hereto as Exhibit “A”.  The following outlines the proposed general terms and conditions:

1. Transportation Service / Committed Capacity.  Enron proposes to contract for up to 40,000 MMBtu/day of highest priority firm transportation capacity on the Thunder Creek Trunkline (“the Committed Capacity”).  Thunder Creek would provide Enron’s Committed Capacity pursuant to the terms of gas transportation agreement(s) to be executed by Enron and Thunder Creek.

2. Term.  The term of the gas transportation agreement is proposed to commence December 1, 1999 (the “Effective Date”) and will continue for a period of ten (10) years or as extended by operation of Section 10 hereby.  Thereafter, the agreement will extend on a year-to-year basis unless terminated by either party upon ninety (90) days written notice prior to the end of the initial ten (10) year term or any successive year term.

3. Receipt Points.  Enron may deliver gas into the Thunder Creek Trunkline at any receipt point on the Thunder Creek Trunkline, excluding the Sage Creek receipt point and any receipt point on the Thunder Creek / Sage Creek lateral.  Such Sage Creek receipt point and lateral are identified on Exhibit “A”.

4. Low Pressure / High Pressure Service.  The transportation service proposed to be provided by Thunder Creek to Enron shall, at Enron's option, be either “Low Pressure Service” or “High Pressure Service”.  Low Pressure Service includes any service provided by Thunder Creek north of the MTG Station (as shown on Exhibit “A”) and any transportation service where Thunder Creek provides booster compression upstream of any receipt point on the Thunder Creek Trunkline.  Thunder Creek would operate the Thunder Creek Trunkline so that the average working pressure at the MTG Station will not exceed 550 psig.  High Pressure Service is any service provided by Thunder Creek where Thunder Creek does not provide booster compression service.  Thunder Creek will operate the Thunder Creek Trunkline so that the average working pressure for High Pressure Service will not exceed 1,310 psig.

5. Services Fee. The Services Fee for Low Pressure Service on the Thunder Creek Trunkline is proposed to be $0.195 per MMBtu.  The Services Fee for High Pressure Service on the Thunder Creek Trunkline is proposed to be $0.145 per MMBtu.  The Services Fee would be increased by $0.025 per MMBtu for Low Pressure Service and $0.015 per MMBtu for High Pressure Service at the end of the initial five (5) year term and at the end of each five (5) year anniversary date of the agreement thereafter for so long as the agreement remains in effect; provided, however, that Thunder Creek will waive the foregoing increase in the Service Fee for any month in which the first of the month index rate for CIG North System is less than $2.25 as quoted in “Inside FERC Gas Market Report”.

6. Minimum Payments.  Enron proposes to pay to Thunder Creek a “Minimum Monthly Payment” for the Committed Capacity in accordance with the following schedule:

Period
Minimum Monthly Payment

Months 1 through 12

(Beginning 12/1/99)
$15,000 per  month

Months 13 through 16
$20,000 per month

Months 17 through 20
$25,000 per month

Month 21 and Thereafter
$30,000 per month

If, at the end of the 6th month (i.e., May 31, 2000), Enron is not transporting a minimum daily quantity of 2,500 MMBtu per day on the Thunder Creek Trunkline (measured by the average of deliveries for the month of May, 2000), Thunder Creek would reserve the right to change the Minimum Monthly Payment schedule as follows:

Period
Minimum Monthly Payment

Months 7 through 9
$20,000 per  month

Months 10 through 12
$25,000 per month

Month 13  and Thereafter
$30,000 per month

7. Fuel and Lost and Unaccounted for Gas.  Enron proposes to reimburse Thunder Creek, in kind, for actual fuel and lost and unaccounted for gas (“FL&U”) on the Thunder Creek Trunkline.  The actual FL&U charge will be measured and adjusted on a monthly basis.  Separate FL&U charges will be determined for Low Pressure Service and High Pressure Service.  FL&U will be capped on an annual basis to not exceed the actual percentage FL&U for the prior year plus one-half of one percent (0.5%).

8. Gas Transportation Agreement(s).  Additional terms and conditions for service on the Thunder Creek Trunkline shall be as set forth in the applicable gas transportation agreement(s) to be executed, from time-to-time, by the parties.  Such gas transportation agreement(s) shall be executed by both parties prior to any actual deliveries by Enron into the Thunder Creek Trunkline. 

9. Reimbursement of Interconnect and Measurement Facility Costs.  Enron would reimburse Thunder Creek for all actual costs incurred by Thunder Creek for the design, construction and installation of any interconnect, receipt point and measurement facilities required for an interconnect with Enron on the Thunder Creek Trunkline.  Enron may install, at its sole risk and expense, interconnect, receipt point and measurement facilities for deliveries into the Thunder Creek Trunkline but, in such event, Thunder Creek shall install the hot tap, if required, and associated equipment and would be reimbursed for its cost of such installation.  Should Enron elect to install any such facilities, such facilities would be designed, constructed and installed pursuant to Thunder Creek’s standards and specifications.  Thunder Creek would own, operate, and maintain such interconnect and measurement facilities, whether designed, constructed and installed by Thunder Creek or Enron.

10. Proposed Acreage Dedication or Volume Commitment.  If, after December 31, 2001, Thunder Creek receives a request for firm transportation service from a third party, excluding any of Thunder Creek's affiliates, willing to make an acreage dedication or volume commitment for the same priority of firm transportation service being received by Enron and Thunder Creek has no available capacity to offer such third party, Thunder Creek may, at its sole election, notify Enron, in writing, of the receipt of such request and advise Enron that it must dedicate acreage or commit volumes to Thunder Creek to retain its Committed Capacity on the Thunder Creek Trunkline.  Such dedicated acreage or committed volumes offered by Enron would be similar in terms of size (or volume commitment), location, and deliverability and be available for the same contract duration requested by the third party.  Enron will, within fifteen (15) days following receipt of such notice from Thunder Creek, advise Thunder Creek whether it elects to retain its Committed Capacity by way of the above described acreage dedication or volume commitment.  Failure by Enron to so advise Thunder Creek, in writing, within such fifteen (15) day period shall be deemed an election by Enron not to reserve Committed Capacity on the Thunder Creek Trunkline.  In such event, Enron will have capacity on the Thunder Creek Trunkline on an interruptible basis only, subject to the transportation of the gas of all other shippers with firm committed capacity on the Thunder Creek Trunkline and Enron shall have no further obligations to make any Minimum Monthly Payments under Paragraph 6 of this letter.  In the event Enron elects to reserve its Committed Capacity through the above described acreage dedication or volume commitment, then the Minimum Monthly Payments set forth in the tables above shall be waived for the remainder of the term.  

11. Deliveries in Excess of Committed Capacity.  In the event Enron has volumes above the Committed Capacity and Thunder Creek has capacity available, such gas would be gathered into the Thunder Creek Trunkline on an interruptible basis at the contract rates, subject to the delivery of all gas from shippers with committed capacity on the Thunder Creek Trunkline.

12. Other Services.  The parties may separately agree upon the provision of services by Thunder Creek upstream of the Thunder Creek Trunkline.

13. Confidentiality.  Thunder Creek and Enron agree to hold in confidence and not disclose the terms and conditions of this letter to any third parties unless required by judicial, legislative, executive or regulatory order, in which event the party receiving such order shall promptly notify the other party to permit such other party to take such steps it deems appropriate to avoid or limit disclosure.

14. Assignment.  This agreement may not be assigned by either party without the prior, written consent of the other party, which consent shall not be unreasonably withheld.
15.
Non-binding Nature.
Except as to the provisions of paragraph 13 hereof (which provisions are enforceable against the parties to this letter in accordance with their terms), the parties to this letter understand and agree that (i) this letter sets forth the parties’ current understanding of agreements which may be set out in a binding fashion in definitive agreements to be executed at a later date and (ii) this letter does not create and is not intended to create a binding and enforceable contract between the parties or a duty on the part of either party to negotiate in good faith toward a binding contract, 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 understanding to endeavor, without obligation, to negotiate mutually agreeable definitive agreements.  The consummation of any of the Transaction is conditioned upon (i) the ability of the parties hereto to finalize the specifics of the Transaction and negotiate and execute definitive agreements with respect thereto, (ii) receipt of necessary corporate approvals of the parties hereto, and (iii) the receipt of any required regulatory and third-party approvals.

16.
No Oral Agreements.  Subject to the foregoing, this letter sets out the parties’ understanding as of this date, and there are no other written or oral agreements or understandings among the parties.

17.
Choice of Law.
The VALIDITY AND INTERPRETATION OF PARAGRAPH 13 OF THIS LETTER SHALL BE GOVERNED BY THE LAWS OF THE STATE OF COLORADO.

If the above accurately sets forth the terms and conditions of our agreement, please execute two originals and return one to Thunder Creek.

Very truly yours,

THUNDER CREEK GAS SERVICES, LLC

Terrence L. Ruder

President

AGREED AND ACCEPTED this       day of November, 1999.

ENRON MIDSTREAM SERVICES, L.L.C.


by Enron North America Corp.


its Managing Member

By:







Name:_________________________________

Title:
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