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October 19, 2001

Sequent Energy Management, Inc.

1000 Louisiana Street, Suite 1975

Houston, Texas 77002

Attn: Mr. Dana Grams

Re:
Confidentiality Agreement with     

Sequent Energy Management, Inc. ("Potential Party")

Dear Mr. Grams:

In connection with a proposed transaction involving certain assets currently being managed by Enron North America Corp. (“ENA”) (the "Proposed Transaction"), Potential Party and ENA are prepared to furnish one another with information which is confidential, proprietary or generally not available to the public ("Confidential Information").  As a condition to furnishing Confidential Information, Potential Party and ENA each agree to the following:

1.
A party shall not disclose the other party’s Confidential Information without the other party’s prior written consent; provided, however, a party may disclose: (a) the other party’s Confidential Information to the party’s directors, employees, advisors, lenders, representatives or affiliates, and their respective directors, employees, advisors, lenders, representatives or affiliates (collectively, "Representatives"), who agree to maintain the confidentiality of such Confidential Information in accordance with the terms hereof; and (b) any of the other party’s Confidential Information that: (i) becomes generally available to the public; (ii) is already known to the party at the time of disclosure by the other party; (iii) is acquired from a third party not prohibited from making disclosure; or (iv) is required to be disclosed to comply with any applicable law, order, regulation or ruling.  

2.
A party shall not use the other party’s Confidential Information other than for the purpose of evaluating, negotiating and consummating the Proposed Transaction.  Upon a party’s request, the other party shall return all written Confidential Information of the requesting party, except for that portion of such Confidential Information that may be found in analyses, compilations, studies or other documents prepared by, or for, the returning party, and the returning party and its Representatives shall not retain any copies of such written Confidential Information.  The portion of written Confidential Information that may be found in analyses, compilations, studies or other documents prepared by, or for, the returning party, any oral Confidential Information furnished by the requesting party and any written Confidential Information furnished by the requesting party not so requested or returned, will be held by the returning party and kept subject to the terms of this agreement, or destroyed.

3.
Although a party furnishing information, including Confidential Information, has endeavored to include materials which the furnishing party believes to be reliable and relevant for the receiving party's evaluation, the furnishing party makes no representation or warranty as to the accuracy or completeness of any such provided information.  Furthermore, neither the furnishing party nor its Representatives shall have any liability to either the receiving party or its Representatives resulting from the use of any such information by the receiving party or its Representatives.

4.
A party shall be liable for any breach of this agreement by such party or any of its Representatives.  Neither failure nor delay by the non-defaulting party in exercising any of its right, power or privilege herein shall operate as a waiver nor shall any single or partial exercise preclude any other or further exercise of any right, power or privilege.

5. Neither this agreement nor any communications of the parties shall be deemed to create any obligation or liability for either party to proceed with the Proposed Transaction unless and until the parties so agree in writing.  This agreement neither obligates a party to deal exclusively with the other party nor prevents a party or any of its affiliates from competing with the other party or any of its affiliates, so long as such party does not use any Confidential Information furnished to it pursuant to this agreement. 

6. This agreement shall be binding upon and for the benefit of ENA and Potential Party and their respective Representatives, successors, and assigns.  Neither ENA nor Potential Party may assign its rights or obligations hereunder without the prior written consent of the other party.

7. Money damages would not be a sufficient remedy for any breach of this agreement and either party shall be entitled to specific performance and injunctive relief as remedies upon proof of any such breach.  Such remedies shall not be deemed to be exclusive remedies for a breach of this agreement but shall be in addition to all other remedies available at law or in equity.  Each party shall have the right to apply to a court to enjoin any breach of this agreement.  Such an action may be brought to any court, federal or state, within the State of Texas, and Potential Party and ENA consent to personal jurisdiction for such an action in the State of Texas.  Except for the right to apply to a court to enjoin any breach of this agreement, all claims and matters 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, self-administered arbitration pursuant to the Commercial Arbitration Rules of the American Arbitration Association (“AAA”) and all such proceedings shall be subject to the Federal Arbitration Act.  There shall be three arbitrators.  Each party shall designate an arbitrator, who need not be neutral, within 30 days of notification of a party’s intent to proceed with 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 appointment, the remaining arbitrator(s) shall be appointed by the AAA.  Each party shall pay for the expenses incurred by its designated arbitrator and the costs of the third, neutral arbitrator shall be divided between the parties.  It is expressly agreed that the arbitrators shall have no authority to award punitive or exemplary damages.  The agreement shall be governed and construed in accordance with the laws of the State of Texas without regard to conflicts-of-laws rules or principles.  The arbitration shall take place in Houston, Texas.

8. The parties hereto agree that no employment, agency, joint venture, partnership or fiduciary relationship shall be deemed to exist or arise between them with respect to this agreement or the Proposed Transaction.

9. This agreement shall terminate on the date one (1) year from the date of this letter.






Sincerely,






ENRON NORTH AMERICA CORP.






SIGNATURE






Printed






Name












Title







AGREED TO AND ACCEPTED this _________ day of _________________________, 2001.

SEQUENT ENERGY MANAGEMENT, INC.

SIGNATURE

Printed

Name 



Title
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