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June 13, 2001
Skipping Stone, Inc.

Capacity Center, Inc.

15311 West Vantage Parkway, Suite 350

Houston, Texas 77032


Re:  Letter of Intent

Ladies and Gentlemen:

This letter of intent ("Agreement") effective when executed by all the Parties hereto, will evidence the current mutual intent, as set forth in Article I below, of Skipping Stone, Inc., a Delaware corporation, (“SSI”) and its affiliate Capacity Center, Inc., a corporation (“CCI”) (SSI and CCI collectively referred to as "Seller") and Enron North America Corp., a Delaware corporation ("Buyer") pursue the following activities: (i) Buyer’s purchasing from Seller, various rights and source code for energy industry software that is commonly referred  to as the “Service Bureau”, the “Data Exchange”, and the “Historical Data Base” (the “Assets”) all to be more particularly described in a forth coming definitive purchase agreement (the “Software Purchase Agreement  and (ii) Buyer’s entering into a one year service agreement (the “Service Agreement”) under which SSI would provide programming, design, migration and maintenance services for the Service Bureau, Data Exchange, and the Historical Data Base (with (i) and (ii) collectively referred to as the "Project").  Buyer and Seller are sometimes referred to individually as a "Party" and collectively as the "Parties".

This Agreement is intended to set forth certain basic terms of the understanding reached to date and to serve as a basis for further discussions and negotiations among the Parties with respect to the Project.  The matters set forth in the first paragraph of this Agreement and in Article I are not intended to, and do not, constitute a binding agreement of the Parties with respect to the Project.  Any such binding agreement will only arise upon the negotiation, execution and delivery of one or more mutually satisfactory definitive agreements (“Definitive Agreement(s)”) and the satisfaction of the conditions set forth therein, including the approval of such agreements by each Party.  The matters set forth in Article II do constitute binding agreements of the Parties.

In consideration of the rights and obligations of the Parties hereunder, and other good and valuable consideration, the receipt and sufficiency of which being hereby acknowledged by the Parties, the Parties hereby agree as follows:

Article I

The Project

2. Meeting.  The Parties will meet to discuss the Project and the necessary agreements relating thereto.  Buyer may conduct a due diligence investigation regarding the Assets.  Seller will assist Buyer in such investigation and Seller will disclose to buyer all relevant information in Seller's possession pertaining thereto.  

3. Notional Purchase Price and Database Usage Rights.  Neither Party is obligated hereunder to enter into any Definitive Agreement with the other, with respect to the Project.  Based solely on representations and statements made by Seller, it is currently anticipated that the value of the Project would support a purchase price for the Assets  of approximately [$_____________] Dollars ($2,000,000.00) and  Buyer’s payment of a monthly fee of approximately [$ _____________] U.S. Dollars  pursuant to the Service Agreement.  Because Seller desires to retain limited usage rights as to the Historical Data Base for the limited purpose of continuing is consultancy services, the Definitive Agreement(s) will provide Seller certain rights to use the Historical Data Base as an analytic resource to the extent such use is not competitive with Buyer’s plans for marketing products and services that utilize the Assets.  The extent to which Seller chooses to access the Historical Data Base will impact the size of the monthly fee Buyer is willing to pay under the Services Agreement.
4. Milestones. Within ten (10) working days after the effective date hereof, the Parties shall hold a meeting to establish certain milestones to be achieved and a schedule for their achievement, such as conducting due diligence, preparing a purchase agreement, service agreement and other related matters.

Article II

Binding Agreements

1. Term.  This Agreement shall be in force and effect beginning on the date execution of this Agreement by the Seller and ending August 31, 2001 (the "Term").  The provisions of Section 3, Confidentiality, shall survive any termination of this Agreement, as necessary for them to expire according to their terms as expressed in that section.

2. Exclusivity.  In consideration of the efforts to be expended by Seller in providing information with respect to the Assets and the exclusivity rights  granted below, Buyer agrees to pay Seller  ________________ Dollars ($___________) as an earnest payment “Earnest Payment”, within  ___ days of the execution of this Agreement.  In consideration of the efforts to be expended by Buyer in undertaking its due diligence review of the Project and Assets, Seller hereby grants to Buyer, during the Term of this Agreement (the "Exclusivity Period") the exclusive right to pursue the Project with Seller.  During the Exclusivity Period Seller shall not work with any other persons with regard to the Project or pursue any other transaction involving the Assets. The Earnest Payment shall be credited against the agreed upon purchase price for the Assets set forth in the Definitive Agreement(s).  If the Parties do not complete a sale of the Assets, Seller shall retain the Earnest Payment without further obligation to Buyer.

3. Confidentiality.  All confidential information exchanged between the Parties pursuant to this Agreement shall be subject to the terms of that certain Confidentiality Letter Agreement between SSI, CCI, and ENA dated February 21, 2001.

4. Representations and Warranties.  Each Party hereby represents and warrants to the other Party that this Agreement (a) has been validly executed and delivered, (b) has been duly authorized by all action necessary for the authorization hereof, and (c) is the legal, valid and binding obligation of such Party, enforceable in accordance with its terms.

5. Expenses.  Each Party shall bear its own costs associated with negotiating and performing under this Agreement.

6. Approval.  No Party shall be bound to perform any duty or obligation of any kind as to the Assets, the Project or otherwise except as specifically provided in this Article II, unless and  until (a) such Party's respective management, or other governing body, shall have approved the Definitive Agreement, (b) such Party shall have executed the Definitive Agreement. 

7. Entire Agreement.  This Agreement and the Confidentiality Letter Agreement constitute the entire agreement of the Parties relating to the subject matter hereof and supersedes all prior discussions, agreements or understandings, whether oral or written, relating to such subject matter.  There are no other written or oral agreements or understandings among the Parties.  Any amendment of this Agreement must be written and signed by both Parties.

8. Governing Law.  This Agreement shall be governed by and construed in accordance with the laws of the State of Texas, without giving effect to conflict of laws principles.
9. Non-Inclusive; Non-Binding.  This Agreement does not contain all matters upon which agreement must be reached in order for the Project to be completed.  This Agreement does not create and is not intended to create a binding and enforceable contract between the Parties with respect to  any matters addressed in any portion of this Agreement other than in Article II hereof and it may not be relied upon by a Party as the basis for a contract by estoppel or otherwise.  A binding commitment with respect to the Project can only result from the execution and delivery of  the Definitive Agreement(s).

10. Relationship of the Parties.  The Parties shall not be deemed in a relationship of partners or joint venturers by virtue of this Agreement, nor shall either Party be an agent, representative, trustee or fiduciary of the other.  Neither Party shall have any authority to bind the other to any agreement.

11. Limitation of Liability.  Notwithstanding anything herein to the contrary, neither Party nor their respective directors, officers, shareholders, managers, or employees will be liable to the other Party  or its directors, officers, shareholders, managers or employees, whether under breach of contract, breach of warranty, tort liability (including without limitation both negligence and strict liability), strict liability or otherwise, for any incidental, special, indirect or consequential damages whatsoever (including without limitation lost profits or revenue) of any nature connected with or resulting from performance of this agreement, but rather shall be liable  only for  damages actual arising from the breaching Party's willful breach or sole, joint or concurrent negligence.
12. Assignment.  Neither Party may assign this Agreement without the prior written approval of the other Party, which approval shall not be unreasonably withheld or delayed.  Notwithstanding the foregoing, however, Buyer may assign its obligations hereunder to any of its affiliates.

If the provisions of Article I correctly set forth our current understanding and the provisions of Article II set forth our binding agreement, please execute both originals of this Agreement in the space provided below, retain one fully-executed original for your file, and return one of the other originals to the undersigned.  This Agreement may be executed in counterparts, and all such counterparts together shall constitute but one agreement.

Very truly yours,

Enron North America Corp.

By:  

Name:  

Title:  


Acknowledged, Agreed to and Accepted,

this ___ day of June, 2001.

Skipping Stone, Inc.

By:  

Printed Name: 

Title: 


Capacity Center, Inc.

By:  

Printed Name: 

Title: 
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