[image: image1.png]



ENRON NORTH AMERICA 

WORLDWIDE ENERGY SOLUTIONS





INTEROFFICE MORANDUM

TO:
Distribution List

DATE:  January 31, 2000

FROM:
Brian Redmond

SUBJECT:
Project Hurricane – Certain “noncompete” restrictions on Enron Corp. and all of its affiliates


As part of a proposed joint venture with Texaco, and in keeping with Enron’s internal policies, we are seeking your approval to restrict Enron Corp. and its affiliates from pursuing certain limited business opportunities in the State of Louisiana.  The restriction, which is fairly convoluted and subject to a fiduciary duty exception, would apply only if you consummate an acquisition transaction that involves certain specified assets that may be competitive with the joint venture.


Enron North America is finalizing the proposed joint venture, whereby each entity would contribute its Louisiana pipeline and natural gas storage facilities to the joint venture.  The joint venture will be in the business of purchasing, marketing, storing and transporting natural gas, and providing related services and products (including parking and loaning services and physical and risk management products) to facilities located in the State of Louisiana that are connected to the joint venture’s pipelines and/or other intrastate pipelines.  Enron North America has agreed that it will not sell natural gas to facilities located in the State of Louisiana that are directly and exclusively connected to the joint venture’s pipelines and/or other intrastate pipelines (a "Prohibited Activity").  As part of the final negotiations with respect to the joint venture, we are being required to covenant that, if any affiliate of Enron North America acquires "Restricted Assets", the affiliate will subsequently offer to the joint venture the opportunity to perform the business associated with those Restricted Assets that would constitute a Prohibited Activity and, subject to certain limited exceptions, will cease to perform such Prohibited Activity.


This restriction on affiliates of Enron North America will apply to any such affiliate only if it consummates an acquisition, merger, joint venture or other business combination transaction with a "Restricted Entity" and if "Restricted Assets" constitute more than 50% of the overall value of the assets, stock or other ownership interests involved in the proposed transaction.  The term "Restricted Entity" means any entity that owns or controls, directly or indirectly, any Restricted Assets and any entity that owns or controls, directly or indirectly, an entity that owns any Restricted Entity.  The term "Restricted Assets" means (i) the Acadian Gas Pipeline System (currently ultimately owned by Shell Petroleum Inc. USA), (ii) the Cypress Gas Pipeline System (currently ultimately owned by Shell Petroleum Inc. USA), (iii) the Louisiana Intrastate Gas System (currently ultimately owned by American Electric Power Co. Inc.), (iv) the Louisiana Gas System (currently ultimately owned by Conoco Inc.); and (v) the Louisiana gas pipeline assets of Koch Gateway Pipeline Co. (currently ultimately owned by Koch Industries).  These restrictions, along with certain restrictions on the hiring of employees of Texaco or of the joint venture, would also apply to affiliates of Enron North America if the affiliate is a successor in interest to a significant portion of the assets or activities of Enron North America or its controlled affiliates that are related to natural gas marketing, trading, transportation or storage.


Closing of the joint venture is scheduled for March 1.  We would appreciate hearing from you as early as we can if you have any issues with respect to this matter.  We appreciate your time to consider this matter.


We would also appreciate receiving confirmation that no provision of any agreement to which Enron Corp. or any of its affiliates is a party or by which any of them is bound restricts the ability of the joint venture to engage in its business as described herein.


Please feel free to call Brian Redmond at 713/853-1839 or Lance Schuler at 713/853​-5419 if you have any questions regarding this matter.  Thank you.

cc:
Lance Schuler
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