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November 7, 2001

VIA FACSIMILE (832) 397-1722

Richard J. Duszynski

President and CEO

Sequent Energy Management, L.P.

1000 Louisiana Street

Suite 1975

Houston, Texas  77002

Dear Mr. Duszynski:

We are in receipt of your letter dated November 7, 2001 requesting collateral in the amount of $2,000,000, in favor of Sequent Energy Management, L.P. (“Sequent”) to support deals currently in place.  We assume you are referring to certain physical gas transactions between Sequent and Enron North America Corp. (“ENA”).

While we understand your request,   the demand is not commercially reasonable given the fact that Enron Corp’s credit rating remains investment grade.

ENA wishes to make absolutely clear that it has and will continue to perform its obligations with Sequent under its contractual arrangements.  We expect Sequent to do the same.

Sincerely yours,

William Bradford

Vice President

Risk Assessment and Control
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