Lost Creek Gathering Company, L.L.C. & Fort Union Gas Gathering, L.L.C.

Purchase & Sale Agreement Representations and Warranties

Note:  All reps. and warranties are made “to the knowledge of Enron North America Corp.”

1.  Compliance with Laws; Permits.

Except for Jurisdictional Laws (as to which Seller does not make any representation), each Transferred Company is, and at all times since its formation, has been, and, to Seller’s knowledge, each Gathering Company is and at all times since its formation has been, in compliance with all Legal Requirements applicable to it or to the ownership of its assets or the operation of its business, where any failure to so be in compliance, or during such period prior to the date hereof to have so been in compliance, would be expected to have, individually or in the aggregate, a Material Adverse Effect on the Transferred Companies.  Neither Seller nor any Transferred Company has received, and to the knowledge of Seller, there is not threatened, any order, notice or other communication from any Governmental Authority of any alleged, actual or potential violation and/or failure to comply with any such Legal Requirements.  To Seller’s knowledge, no Gathering Company has received any order, notice or other communication from any Governmental Authority of any alleged, actual or potential violation and/or failure to comply with any such Legal Requirements.

2.
Condition of Property.  

Except as set forth on Schedule 3.1(o), the buildings, plants, structures and equipment owned or leased by EMS (including the EMS Gathering System), and, to the knowledge of Seller, owned or leased by each Gathering Company, are structurally sound, are in good operating condition and repair, are reasonably fit for the purposes for which they are intended to be used, and none of such buildings, plants, structures or equipment is in need of maintenance or repairs, except for ordinary, routine maintenance and repairs that in the aggregate are not material in nature or cost.  WITH RESPECT TO ANY PERSONAL PROPERTY (INCLUDING EQUIPMENT OR INVENTORY) INCORPORATED IN, ASSOCIATED WITH OR HELD FOR USE IN CONNECTION WITH OPERATION OF SUCH ASSETS, SELLER DISCLAIMS ANY OTHER EXPRESS OR IMPLIED REPRESENTATION, COVENANT OR WARRANTY AS TO MERCHANTABILITY, PERFORMANCE, FITNESS (BOTH GENERALLY AND FOR ANY PARTICULAR PURPOSE) OR OTHERWISE (WHICH WARRANTIES SELLER HEREBY EXPRESSLY DISCLAIMS).

3.
Litigation.  

Except as otherwise set forth on Schedule 3.1(p), (i) no litigation, arbitration, investigation or other proceeding of any Governmental Authority or any third party is pending or, to the knowledge of Seller, threatened against any Transferred Company or Seller, or any of their respective assets, and (ii) to Seller’s knowledge, no litigation, arbitration, investigation or other proceeding is pending or threatened against either Gathering Company or their respective assets, which, in each case, if adversely determined, will have or could reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect on the Transferred Companies.  There is no litigation, proceeding or investigation pending or, to the knowledge of Seller, threatened against or affecting Seller or any Transferred Company that questions the validity or enforceability of this Agreement or any other document, instrument or agreement to be executed and delivered by Seller or any Transferred Company in connection with the transactions contemplated hereby.

4.
Taxes.  

(i)
Each Transferred Company, and to Seller’s knowledge, each Gathering Company, has: (A) timely filed all federal, state and local returns, declarations, reports, estimates, information returns and statements required to be filed by it with respect to any Taxes (“Tax Returns”); and (B) timely paid all Taxes that are reflected on such Tax Returns.  To Seller’s knowledge, all such Tax Returns were correct and complete in all material respects and properly reflect any Tax Liabilities of each Transferred Company or Gathering Company.

(ii)
To Seller’s knowledge, no audits or other administrative or court proceedings are presently pending with regard to any federal, state or local Taxes for which a Transferred Company or Gathering Company would be liable.  To Seller’s knowledge, there are no pending requests for rulings from any taxing authority, no outstanding subpoenas or requests for information by any taxing authority with respect to any Taxes, no proposed reassessments by any taxing authority of any property owned or leased, and no agreements in effect to extend the time to file any Tax Return or the period of limitations for the assessment or collection of any material Taxes for which a Transferred Company or Gathering Company would be liable.  There are no Liens (other than Permitted Liens) on any assets of any Transferred Company resulting from the failure of that Transferred Company to pay any Taxes.  Each Transferred Company has, and to Seller’s knowledge, each Gathering Company has, withheld and paid all Taxes required to have been paid in connection with amounts paid or owing to any employee, independent contractor, creditor, member or any third party.

5.
Environmental Compliance.  Except as set forth in Schedule 3.1(v):

(i)
Each Transferred Company is on the date of this Agreement and has been and will be on the Closing Date in compliance with Environmental, Laws in all material respects, and to the knowledge of Seller, each Gathering Company is and has been and will be on the Closing Date in compliance with all Environmental Laws in all material respects;

(ii)
Each Transferred Company, and, to Seller’s knowledge, each Gathering Company, has made all notices and obtained all material permits, licenses and registration required by Environmental Laws, or has submitted applications for them, and is in material compliance with their terms and conditions;

(iii)
No Governmental Authority or any third person has made any environmental claim against a Transferred Company or, to Seller’s knowledge, a Gathering Company, including the filing of any lawsuit, the commencement of any administrative action or proceeding, or the issuance of any order, decree, consent agreement or notice of violation, and, to Seller’s knowledge, no such claim is threatened;

(iv)
No Hazardous Materials that have been generated or transported by a Transferred Company, or to Seller’s knowledge, a Gathering Company, have been disposed of at a site which at the time of the Closing is on the National Priorities List, the CERCLIS or any analogous list of State Superfund sites, nor has a Transferred Company or, to Seller’s knowledge, a Gathering Company, received notice that any Governmental Authority claims or, to Seller’s knowledge, threatens to claim, that a Transferred Company or a Gathering Company is a potentially responsible party in connection with a cleanup authorized by CERCLA;

(v)
To the Seller’s knowledge, there have been no material releases of Hazardous Materials to surface waters or groundwater by a Transferred Company or a Gathering Company in violation of Environmental Laws.

