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	To:
	Mark Haedicke/Lance Schuler
	
	

	
	
	
	

	From:
	Gerald Nemec
	Department:
	ENA Legal

	
	
	
	

	Subject:
	Sale of Napoleonville Land by LRCI, Inc.
	Date:
	May 31, 2001


Legal Risk Rating 2 = (on a scale of 1 to 5, with 5 representing the greatest degree of risk)

Enron North America Corp., sought bids for 330.12 acres of land located in Township 12 south, Range 13 east, Sections 41 and 46, in Assumption Parish, Louisiana (the “Property”).  The Property, currently owned by LRCI, Inc, an Enron North America Corp. subsidiary, sits atop the Napoleonville Salt Dome roughly 50 miles south of Baton Rouge.  The Property is divided into two sections: a 73.57-acre northern section (Tract 5a) and a 256.55-acre block to the south (Tracts 4a and 4b).  The surface of the Property is composed primarily of bayou floodplains, typical of the regional geography.   Also typical of the regional geography, Tracts 5a, 4a and 4b contain large subsurface salt reserves. Enron North America Corp. received two bids: Texas Brine ($2.35 MM) and Reliant ($3 MM).

The legal risks associated with this transaction are as follows:

1.  Representations and Warranties.  LRCI, Inc. is making typical representations and warranties such as title to the property, environmental, no liens and encumbrances, authority,  and no pending litigation.  All representations and warrantes are limited to 6 months following the effective date and a liability cap of the purchase price of $3,000,000.00.

2.  Texas Brine Relationship.  Enron North America Corp. was in negotiations with Texas Brine for the potential sale of the land and was negotiating documents when ENA was approached by Reliant.  No documents were signed with Texas Brine.  ENA decided to pursue negotiations with Reliant and informed Texas Brine of another bid.  The facts were reviewed and approved with ENA’s litigation department.    
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