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Peter C.M. Keohane

Direct Dial:  (403) 974-6923

E-mail:  Peter.Keohane@enron.com
November 2, 2001

VIA FACSIMILE
(original by courier)

NGX Canada Inc.

Suite 2330, 140 - 4th Avenue S.W. 

Calgary, Alberta

T2P 3N3

Attention:
Kenny Foo

Dear Sir:

Re:
NGX Canada Inc. ("NGX") - Contracting Party's Agreement effective August 8, 2001 (the "CPA") – Removal of Unsecured Limits and Requesting Security

We are writing in response to your e-mail to Randy Otto and Bill Bradford of November 1, 2001.

As you know, Enron Corp. is an investment grade credit, rated BBB by S&P.  Accordingly, pursuant to Section 3.0 of Schedule C to the CPA, we are entitled to a maximum Unsecured Credit under the CPA of $30 million.  Although Section 3.0 of Schedule C to the CPA purports to provide NGX its discretion in establishing the Unsecured Credit, NGX cannot exercise this discretion capriciously or inconsistently.  Indeed, NGX has common law and regulatory obligations to treat its Contracting Parties in a commercially reasonable manner, and to treat all of its Contracting Parties having similar credit ratings and trading positions equitably.  

Further, although AECO prices for October 2001 transacting need to be verified, we currently estimate that NGX has a receivable owing to us of approximately $2.8 million, and for which we intend to provide you an invoice on Monday.  Additionally, we do not intend to pay, nor is there any basis under the CPA for NGX to require any advance payment for, amounts that might be owing in respect of November, 2001.

We therefore confirm that no arrangements are necessary, nor will any be made, to provide the requested collateral to NGX. 

We further request that NGX confirm, with supporting evidence, that the credit requirements it is imposing on us are both (i) commercially reasonable, having regard to Enron Corp.'s BBB credit rating with S&P and the current value of our positions with NGX, and (ii) equitable to all other Contracting Parties on NGX having similar credit ratings and trading positions.  We look forward to your confirmation of the foregoing at your earliest convenience.  We will also look to NGX for any losses we may suffer as a result of NGX's failure to deal with us as a Contracting Party in a manner that is both reasonable and equitable having regard to NGX's relationships with its other Contracting Parties.

Yours truly,

ENRON CANADA CORP.
Peter Cleary Keohane

Vice President, Assistant General Counsel

and Secretary

c.
Bill Bradford (Enron North America Corp.) 


Randy Otto (Enron Canada Corp.)
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