Enron – Medusa Final Bid Term Sheet

General Provisions
· Joint venture companies would likely be created to hold each of the assets.  Provisions for participation in said joint venture companies would be made for Enron, the Venture and potential strategic partners.
· Murphy would manage the design, construction and operation of the FPS for the applicable joint venture.
· Enron or a potential strategic partner would manage the design, construction and operation of the export pipelines for the applicable joint ventures.
· The Venture would enter into Production Handling and Transportation Agreements specifying the tariffs, the required production commitments and excess capacity management philosophies with the applicable joint ventures. The agreements would include provisions to insure that production from the Venture will have sufficient production capacity.
· The Venture would enter into Area of Mutual Interest Agreements with the applicable joint ventures dedicating potential area reserves to the FPS and export pipelines. 

FPS
· SparTec supplied SPAR (40mbopd, 110mmscfd)
· CAPEX estimate $200MM (includes 5 dry tree production risers)
· Contracted by Murphy
· Operated by Murphy
· O&M shared pro-rata by producers

Oil Export Line
· 12” pipeline to Shell WD 143 platform
· Transportation system is Equilon’s MOPS
· CAPEX estimate $19.8MM
· Operated by Enron or Enron designee
· O&M costs and platform usage costs borne by Enron and partner(s)

Gas Export Line
· 12” pipeline to Shell WD 143 platform
· Transportation system is Shell Gas MCGS
· CAPEX estimate $19.8
· Operated by Enron or Enron designee
· O&M costs and platform usage costs borne by Enron and partner(s)

Combined FPS/Pipeline Structure
· Enron is awarded ownership of FPS and both oil and gas export pipelines
· Interest During Construction is included in tariffs
· Venture credited with 20 percent of all net 3rd party producer tariffs
· Venture guaranteed firm capacity of 40mboepd, 40mbopd and 110mmscfd on the FPS, oil pipeline and gas pipeline respectively
· Enron may market unused capacity to 3rd party producers on an interuptible basis
· 3rd party producers may purchase firm FPS capacity by upgrading the facility
· In the case of production jointly owned by a Venture Partner and one or more 3rd party producer, the Venture Partner will pay the lesser of the above Non-Medusa tariffs or the tariff negotiated with the 3rd party producer(s)
· The tariff presented herein may be adjusted linearly between the estimated CAPEX and actual CAPEX
· Venture will commit to a minimum of 40mmboe production on a take-or-pay basis within the first four (4) years of production

	
	Component and Estimated CAPEX

	
	FPS
$200MM
	Oil Pipeline
$19.8MM
	Gas Pipeline
$19.8MM

	Medusa Tariff 1
0 - 30mmboe
	
# / boe
	
# / bbl
	
# / mmbtu

	Medusa Tariff 2
30.001 – 50mmboe
	
# / boe
	
# / bbl
	
# / mmbtu

	Medusa Tariff 3
50.001 – 70mmboe
	
# / boe
	
# / bbl
	
# / mmbtu

	Medusa Tariff 4
> 70mboe
	
 #/ boe
	
# / bbl
	
# / mmbtu

	Non-Medusa, Venture AMI Tariff
	
 #/ boe
	
# / bbl
	
# / mmbtu




Independent FPS and Pipeline Structure
· Enron is awarded ownership of the FPS or the oil pipeline or the gas export pipelines
· Interest During Construction is included in tariffs
· Venture credited with 20 percent of all net 3rd party producer tariffs
· Venture guaranteed firm capacity of 40mboepd, 40mbopd and 110mmscfd on the FPS, oil pipeline and gas pipeline respectively
· Enron may market unused capacity to 3rd party producers on an interuptible basis
· 3rd party producers may purchase firm FPS capacity by upgrading the facility
·  In the case of production jointly owned by a Venture Partner and one or more 3rd party producer, the Venture Partner will pay the lesser of the above Non-Medusa tariffs or the tariff negotiated with the 3rd party producer(s)
· The tariff presented herein may be adjusted linearly between the estimated CAPEX and actual CAPEX.
· Venture will commit to a minimum of 40mmboe, ##mmbo and ##mmscf on the FPS or the oil pipeline or gas pipeline respectively on a take-or-pay basis within the first four (4) years of production

	
	Component and Estimated CAPEX

	
	FPS
$200MM
	Oil Pipeline
$19.8MM
	Gas Pipeline
$19.8MM

	Medusa Tariff 1
0 - 30mmboe
	
# / boe
	
# / bbl
	
# / mmbtu

	Medusa Tariff 2
30.001 – 50mmboe
	
# / boe
	
# / bbl
	
# / mmbtu

	Medusa Tariff 3
50.001 – 70mmboe
	
# / boe
	
# / bbl
	
# / mmbtu

	Medusa Tariff 4
> 70mboe
	
 #/ boe
	
# / bbl
	
# / mmbtu

	Non-Medusa, Venture AMI Tariff
	
 #/ boe
	
# / bbl
	
# / mmbtu



Ownership
· JV companies will likely be created to hold each or all of the assets
· The Venture or its Partners may hold up to 50% ownership in any or all of the FPS, oil export pipeline or gas export pipeline
· Enron is able to offer incremental incentive to the Venture or its Partners for their equity participation
· 50 perent equity interest would give equal voting rights to the Venture or its Partners

Abandonement
· The Venture will be responsible for abandonment and site clearance costs associated with the  Medusa wells and related subsurface equipment
· Enron and its partner(s), if any, will be responsible for abandonment and site clearance costs associated with the FPS and the export pipelines.

Area of Mutual Interest (AMI)
· The Venture will enter into an AMI agreement whereby the Venture Partners will dedicate production in their control to the FPS and Export Pipelines from a defined area surrounding such facilities, to the extent that facility capacity is available
· The geographic extent and terms of the AMI will be established at a later date

Marketing Arrangement
· Enron will offer the Venture firm pricing options (prices and/or spreads) for their oil, natural gas, NGLs and processing split
· Enron can prepay for Venture Partner production at attractive commodity prices
· Any of the Venture Partners may elect to take advantage of these pricing options independent of Enron FPS/Pipeline ownership

NON BINDING TERM SHEET

THIS TERM SHEET IS NOT INTENDED TO CREATE A BINDING ENFORCEABLE CONTRACT BETWEEN ENRON AND MURPHY OR A DUTY ON THE PART OF EITHER PARTY TO NEGOTIATE TOWARD A BINDING AGREEMENT, AND IT MAY NOT BE RELIED UPON BY EITHER ENRON OR MURPHY AS THE BASIS FOR A CONTRACT BY ESTOPPEL.  ANY AGREEMENT BETWEEN MURPHY AND ENRON IS CONDITIONED UPON (A) APPROPRIATE DUE DILIGENCE, (B) MANAGEMENT AND BOARD OF DIRECTOR APPROVAL (C) THE EXECUTION OF MUTUALLY ACCEPTABLE DEFINITIVE AGREEMENTS AND RELATED DOCUMENTATION AND (D) SECURING OF FINANCING.  AS THE DATA CONTAINED IN THIS LETTER AND IN THE ATTACHED NON-BINDING PROPOSAL IS PROPRIETARY ENRON INFORMATION, ENRON EXPECTS THAT MURPHY AND THE MEDUSA PARTIES WILL PRESERVE THE CONFIDENTIALITY OF SUCH INFORMATION AND REFRAIN FROM DISCLOSING SUCH INFORMATION TO THIRD PARTIES.  ENRON MAY ELECT TO INCLUDE OR JOIN WITH OTHER STRATEGIC PARTIES IN THE PURSUIT OF THIS TRANSACTION.

