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MEMORANDUM
To:
James V. Derrick


Bruce Lundstrom


Rob Walls



From:
Michelle Blaine


Gail M. Brownfeld


Bob Williams



Date:
October 16, 2000



Re:
APACHI Litigation Update


These summaries describe the commercial litigation, arbitrations, disputes, and claims we are handling.  Personal injury and property damage matters are included in the Enron Litigation Unit report and are not reported here.  Unless otherwise noted, Enron's interest is 100%, claims are uninsured, exposure amounts are 8/8ths, and amounts are in local currency and/or approximate U.S. dollars.

Enron Vietnam

I.
LITIGATION/ARBITRATION

Greig Craft and Craft Corporation v.
(Updated)

Enron Development Corp. and Enron Corp.

(80th Judicial District Court, Harris County, Texas) (Lee Godfrey and Kenny Marks/Susman Godfrey) ($3-$25 million)

· On August 12, 1999, plaintiff filed suit claiming that Enron breached its promise to participate in a project in Vietnam. Plaintiff claims that Enron employees represented that Enron would provide project financing and that Enron allowed its name to be used in connection with the project.

· Plaintiffs’ petition seeks unspecified actual and punitive damages for money allegedly spent in reliance on Enron’s alleged commitment to the project.  Plaintiffs also seek damages for amounts they allegedly would have received if the project had been developed, profits from the project, and reimbursement for expenses incurred in connection with the project. 

· The plaintiffs have added Enron Corp. as a defendant.  An answer was filed on behalf of Enron Corp. on April 7, 2000.

· Trial has been set for April 9, 2001.

· Craft has agreed to appear in Houston in August for the continuation of his deposition.

· On August 1, plaintiff made a settlement offer of $430,000. 

· On October 2, 2000 Enron settled with Craft for $180,000.  The parties are drafting a settlement agreement.
Enron Guam
I.
LITIGATION/ARBITRATION

General Turbine Systems, Inc. v. Enron Operation
(Not Updated)

Services Corp., Enron Operations Corp., and Enron Corp.

(80th Judicial District Court, Harris County, Texas) (Jean Frizzell/Gibbs & Bruns) 

(in excess of $25 million)

· On July 25, 2000, General Turbine Systems, Inc. (owned by Sajjad Chaudhry) was served with this lawsuit in which plaintiff alleges that Enron breached a letter agreement to award it an O&M contract for its power plant in Guam or to pay it a "finder's fee" for its assistance in procuring the project.  Plaintiff also claims it was entitled to receive a demolition contract.  

· The Petition seeks an award of damages as follows:  (1)  $16 million, the estimated profit on the O&M contract for the Piti Power Plant project; (2)  a finder's fee equal to 7% of the value of the Piti Power Plant project;;  (3)  $7,000,000, the estimated profit of another contract (for demolition work) which GTS claims it should have received as an alternative to the O&M contract; and (4)  other unquantified special, compensatory, and punitive damages.

· The letter agreement contemplated that Enron would be awarded the O&M contract for the Piti Power Plant project, and that GTS would receive a subcontract.  What eventually happened is that the O&M effort failed, but another Enron group bid upon, and was awarded, the right to build, own, and operate the Piti Power Plant project.  

· Enron has filed its answer and discovery has begun.

Batangas Power Corp.

(Phillipines)

I.
LITIGATION/ARBITRATION

Batangas Power Corp. v. Nixon B. Caalam
(Not Updated)

(Metropolitan Trial Court, Makati City) (Arthur Autea/Baker & McKenzie) (PHP235,600/US$5,291)

· On October 28, 1999, Batangas filed a collection claim against Nixon B. Caalam.  

· Caalam is a former employee who resigned without repaying certain cash advances.

· At the September 8, 2000 pretrial conference, the court ordered that evidence be presented on November 10, 17, 24 and December 8.

Batangas Power Corp. v. Batangas City et al.
(Not Updated)

(Regional Trial Court, Makati City) (Arthur Autea/Baker & McKenzie) (PHP34,551,543/US$834,578) 

· The City of Batangas claims BPC owes business taxes, penalties, and other related charges.

· BPC claims the tax is not owed and, even if owed, it is owed by National Power Corporation ("NPC") under an agreement between NPC and BPC.

· NPC has acknowledged liability for the tax but has refused to pay it because it claims that its charter exempts it from paying taxes.

· BPC filed a claim for declaratory relief seeking a declaration that: (I) NPC is exempt from taxes; and (2) the City's tax is an indirect tax.

· BPC has amended its petition and has added a claim for injunctive relief based on the City's failure to issue a permit to BPC based on BPC's refusal to pay the tax in question.

· The City has opposed BPC's amended petition.  BPC has replied to this opposition.  We await the court's decision on the City's motion to dismiss BPC's amended petition.

Enron Thailand

I.
LITIGATION/ARBITRATION

Petro Asia International Corporation Co., Ltd. v.
(Updated)

Thai Industrial Estate Co., Ltd.

(The South Bangkok Civil Court) (International Legal Counsellors Thailand Ltd.) (Baht 322,678,082.18/US$7.9 million) (Enron’s Interest: 35%)

· In connection with a bid, Enron and its partners (plaintiff) paid the Thai Industrial Estate Corporation for certain land with the understanding that if plaintiff did not win the bid, the money was to be repaid.  Plaintiff did not win the bid, but the money has not been repaid.  

· On September 18, 1998, suit was filed to recover this money. 

· This matter has been settled for 117,000,000 Baht (US$2,925,000) to Enron’s interest (approximately 100% of the amount of the claim).  This settlement will only be effective once judgment has been entered on the settlement and the real property security is in hand.
Enron Southern Africa Development Ltd.

(Mozambique)

I. LITIGATION/ARBITRATION

None

II.
CLAIMS/DISPUTES

Friedman Associates Dispute
(Updated)

(Mark Wawro/Susman Godfrey) ($5-$10 million) 

· Friedman Associates claims that it is entitled to compensation under a consulting agreement for work done in connection with the development of the Pande Gas pipeline project.

· Enron denies this allegation on the ground that Friedman Associates received all compensation to which it was entitled.

· An attorney for Friedman, Donald  Looper of Looper, Read, sent a demand letter to Enron seeking payment of a percentage of the price Enron received for its interests in the Pande and related projects.

· Enron responded and offered to meet to discuss the basis of the claim.  Letters between counsel continue to be exchanged.
Enron China

I.
LITIGATION/ARBITRATION

Zhang v. Hainan Power Plant
(New)

(Hainan Provincial Court, Peoples Republic of China) (Haiwen & Partners) (Defamation of Character Suit) (RMB20,000) 

· On May 29, 2000 Hainan Power Plant posted a written notice in the plant premises announcing the dismissal of the plaintiff, Mr. Zhang.
· Mr. Zhang claims this posting seriously damaged his reputation, and is suing the company for RMB20,000.

· A hearing was scheduled for October 11, 2000.

· On October 3, 2000 Mr. Zhang agreed to drop his case without any payment or other action by us.
Zhang v. Hainan Power Plant
(New)

(Hainan Provincial Court, Peoples Republic of China) (Haiwen & Partners) (Severance Pay Suit) (RMB107,730)

· This is a civil action for more "severance pay".  Mr. Zhang's monthly pay was reduced from RMB9,270 to RMB5,933 shortly before he was laid off with an offer of severance pay at RMB36,482 from the company.  He complained that the severance pay should be calculated in accordance with his average compensation in the last 12 months and demanded that the company pay him RMB 107,730 for his lay-off.

· The dispute was brought to arbitration first on June 1, 2000.  

· The arbitration decision by Wenchang Municipal Labor Arbitration Committee was as follows:  the company had the right to lay Mr. Zhang off as well as to transfer him to a lesser-paying position because of his "serious errors" and the needs of the operation; however, the severance pay was not correctly calculated.  It should be RMB55,197 instead of RMB36,482.  

· Mr. Zhang did not accept the arbitration decision and appealed to the people's court, which decided to hear the case on October 17, 2000.
· On October 3, 2000 Mr. Zhang agreed to drop his case without any payment or other action by us.
cc: 
Mr. James McCartney


Mr. Rex Rogers
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