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PRIVILEGED AND CONFIDENTIAL

COMMUNICATION AMONG ATTORNEYS

ENRON CLEAN FUELS
LITIGATION
1.
In re Adrian Industrial Constructors, Inc. Case No. 99-42010-H5-11 U.S. Bankruptcy Court, Southern District of Texas, Houston Division (Filed December 15, 1999) (Litigation Unit-White) (Kyle)
NOT REVISED

· CAUSE OF ACTION:  EGP Fuels Company and Enron Methanol Company are stakeholders in this Chapter 11 proceeding.  The only matter in contention is the desire on the Debtor's part for EGP Fuels to make a gift to them of some amount originally suggested to be approximately $200,000, but more recently suggested by newly retained counsel to be closer to $2 million, that would help bridge their shortfall from under bidding a project at the MTBE plant.

· STATUS:  We have tendered all undisputed funds into the registry of the court, and have asked for detailed support for the $200,000 to $2 million claim, which we are vigorously disputing.
2.
EGP Fuels Company, et al. v. Ametek, Inc., et al. C-1999-56768 215th Judicial District Court, Harris County, Texas (Filed November 12 , 1999) (Brook F. Minx (Litigation Unit-Kisluk) (Kyle)
NOT REVISED
· CAUSE OF ACTION: Subrogation action brought by EGP Fuels, et al. and insurance carriers to recover property damages and business interruption losses when the MTBE Desuperheater failed causing the plant to shut down on November 12, 1997.

· STATUS: All parties have answered.    The trial date is set for March 12, 2001.  Discovery is ongoing.
3.
Enron Methanol Company, et al. v. Callidus Technologies, Inc., et al. C-2000-38015,  190th Judicial District Court, Harris County, Texas (Filed July 27 , 2000) (Brook F. Minx)( Litigation Unit-Kisluk) (Kyle)
REVISED
· CAUSE OF ACTION: Subrogation action brought by EMC, et al. and insurance carriers to recover property damages and business interruption losses when the burner failed at the Methanol Plant on or about July 27, 1998.

· STATUS: One of the parties has answered.

4.
City of Morgan’s Point v. Harris County Appraisal District, et al. No. 2000-43464 333rd Judicial District Court, Harris County, Texas (Filed September 1, 2000) (Rosenbaum /Vinson & Elkins) (Kyle)
NEW ITEM
· CAUSE OF ACTION: This is an appeal by the City of Morgan’s Point from an order of the Harris County Appraisal Board dismissing the City’s challenge of the tax valuations for EGP Fuels Company and many other defendants that own property within the City of Morgan’s Point.

· STATUS: EGP Fuels filed a plea to the jurisdiction, special and general denials on October 6, 2000.
ENRON LIQUIDS PIPELINE COMPANY

LITIGATION

1.
Commonwealth Edison Company v. Kinder Morgan G.P., Inc. f/k/a Enron Liquids Pipeline Company L.P. and Hydrocarbon Transportation Inc. and f/d/b/a Enron Gas Liquids, Inc., Enron Gas Liquids, Inc., Enron Liquid Fuels, Inc., Enron Energy Services, et al., Cause Number 00L007148, Circuit Court of Cook County, Illinois (filed June 22, 2000) (ETS Related Entities served June 30, 2000) (Brand & Novak) (Enron Litigation Unit - C. Robert Vote) (Soldano)
NOT REVISED
· CAUSE OF ACTION:  Alleged breach of contract claim for failure to pay taxes under supplemental easements with Commonwealth Edison dated March 9, 1970.  Plaintiff seeks $385,557.58 plus fees and costs.

· STATUS:  Enron Defendant's Answer to Plaintiff's Complaint filed August 30, 2000.  Enron Defendant's currently undertaking informal discussion with Kinder Morgan to tender defense of this matter to Kinder Morgan pursuant to the terms and conditions set forth in Article 11.1 of the Amended and Restated Purchase and Sale Agreement dated as of February 14, 1997 between Enron Liquids Holding Corp. as Seller and Kinder Morgan Inc. as Buyer.  The parties are scheduled to appear for case management conference on November 3, 2000 at 9:15 a.m.  This is an Enron Corp. matter wherein ETS is providing assistance to facilitate a defense on behalf of the Enron named Defendants.



ENRON PRODUCTS PIPELINE COMPANY

LITIGATION

1.
Frazier and others vs. Ashland Chemical Company, Eastman Chemical Company and others, including Enron Products Pipeline Company; Cause No. 98-0018; 71st Judicial District Court for Harrison County, Texas, at Marshall (Filed April 15, 1998) (Served July 27, 1998) (Litigation Unit - Kisluk) (Crowley)
NOT REVISED
· CAUSE OF ACTION:  Toxic tort, seeking damages for exposure to dangerous chemicals and substances causing illness and death.  Suit claims negligence in failure to warn, failure to test, failure to furnish proper equipment, failure to instruct in precautions, gross negligence, negligence per se in violating state and federal hazardous substance laws, breach of express and implied warranties or merchantability and fitness, strict liability in tort, trespass and intentional tort in discharging hazardous substances onto adjoining lands, fraudulent concealment, and loss of consortium.  The suit also seeks exemplary damages.

· STATUS:  Settlement tentatively reached for all Enron related parties for the sum of $30,000.  Issuance of settlement funds have been requested.  Some settlement documents received.  Currently verifying receipt of settlement documents from 650 plus plaintiffs.



NORTHERN NATURAL GAS COMPANY

REGULATORY

1.
Northern Natural Gas Company, Docket No. CP95-519 (Sale of MOPS to Enron Gulf Coast Gathering Limited Partnership) (Fossum)
NOT REVISED

On May 25, 1995 Northern filed an abandonment application to transfer the Matagorda Offshore Pipeline System (MOPS) to Enron Gulf Coast Gathering, Limited Partnership (EGCG) after abandonment, pursuant to a Contract for Purchase and Sale of Assets, dated May 24, 1995.  EGCG filed a Petition for Declaratory Order in connection with its acquisition of the facilities in Docket No. CP95-516.  On April 17, 1997, the Commission issued an Order denying EGCG’s Petition for Declaratory Order and dismissing Northern’s request for abandonment.  On May 19, 1997, Northern and EGCG filed a Request for Rehearing.  Issuance of a final Commission order in this matter will likely be delayed until the Commission resolves several policy issues involving its "gathering" definition.

2.
Northern Natural Gas Company, Docket No. RP93-206-003 and RP96-347 (Dornan)
NOT REVISED

Northern has entered into a new Stipulation and Agreement of Settlement with its customers on the Carlton issue and filed it with the FERC on June 2, 2000.  Pursuant to that settlement, Northern moved to hold the D.C. Circuit appeals in abeyance pending FERC approval of the settlement.  The D.C. Circuit granted that motion on June 1, 2000.  Initial comments were filed on June 22, 2000 and Reply Comments on July 3, 2000.  On September 8, 2000, FERC issued a data request to which Northern responded on September 15.  Initial comments to the response were filed on September 25 and reply comments on October 2.  

3.
Northern Natural Gas Company, Docket No. RP98-39 (Kansas Ad Valorem Tax) (Talcott)
NOT REVISED

On September 10, 1997, the Commission directed pipelines to issue Statements of Refunds Due (SRD) to producers for Kansas Ad Valorem taxes paid from 1983 through 1988.  On November 10, 1997, Northern issued the SRDs.  The producers unsuccessfully appealed several of the Commission's orders to the Court of Appeals.  Northern has collected and refunded over $35 million to its customers.  A settlement in principle has been reached resolving all remaining issues at FERC.  The settlement should be filed at FERC within the next 30 days.

4.
Northern Natural Gas Company, Docket No. RP00-152-000 (Dornan/Pavlou)
NOT REVISED

On December 29, 1999, Northern filed revised tariff sheets to establish index based rates within Northern’s minimum and maximum tariff rates to be discounted rates.  Several parties protested.  On January 27, 2000, the Commission rejected Northern's tariff sheets.  Northern has sought rehearing of the Commission's January 27 order.  The Commission issued a tolling order on March 24.

5. Northern Natural Gas Company, Docket No. RP00-404 (Order No. 637 Compliance

Filing) (Pavlou, Dornan, Fossum) 
NOT REVISED
On July 17, 2000 Northern filed revised tariff sheets to comply with Order Nos. 637,et seq. Northern proposed a revised imbalance cashout mechanism and changes to its Operational Balancing Agreements.  In addition, Northern proposed to implement the GISB standards for Imbalance Trading and a new imbalance service.  Several parties protested Northern’s filing.  Northern filed a response on September 14.  Northern will schedule informal settlement conferences with the parties.

6.
Northern Natural Gas Company, Docket No. CP98-132.001 (Koch) (Dornan)
NOT REVISED
On August 2, 2000, Northern filed an application to amend the certificate issued by FERC for approval to construct and operate facilities to provide transportation service to Koch Energy Services for use at its Rosemount Refinery.  Notice of the filing was issued August 11, 2000.  Minnegasco filed a protest to the application.  Northern filed an Answer to the protest  on September 18, 2000.

7. Northern  Natural Gas Company, Docket No. CP01-03, (Sunray abandonment) (Dornan) 
NOT REVISED

On October 4, 2000, Northern filed an application for permission and approval to abandon a 2000 hp compressor unit at the Sunray compressor station.  

LITIGATION

1.
Buffalo Royalty Corporation, et al. v. Enron Corp. and El Paso Natural Gas Company, Case No. 28,234, 223rd Judicial District, Gray County, Texas (Filed April 30, 1991) (Served May 7, 1992) (Litigation Unit) (Talcott)
NOT REVISED
· CAUSE OF ACTION:  Purported class action by very small producers for take-or-pay-related contract, tort, and DTPA claims.  Plaintiffs sued for actual, punitive, and trebled actual damages and attorneys' fees.  Defendants: El Paso and Enron Corp. only.  Enron Corp. allegedly liable to named plaintiffs regarding contracts executed by Transwestern and Northern (while a division of Enron Corp.).  Only Transwestern contract contained arbitration clause.

· STATUS:  Dormant since 1995; no docket-control deadline or trial date set. 

2.
Grynberg v. Enron, et al. ("Grynberg II") (including Northern Natural Gas) (97D-1421 Dist. Colo.) (Holtzman)
NOT REVISED
· CAUSE OF ACTION:  Grynberg has filed under seal several new actions against 150 companies including Northern Natural Gas Company in the District of Colorado, for damages for mis-measurement of gas volumes and Btu content, resulting in lower royalties to the U.S.  He also claims that the gas was sold by affiliates at large profits.

· STATUS:  See Grynberg v. Enron under FGT report .

3.
In re: Kimball Trading, L.L.C., (Southern District of Texas) (Hirsch, Sheiness, Scott, Grossman & Cohn, L.L.P.) (Litigation Unit - Davis) (Talcott) 
NOT REVISED
· CAUSE OF ACTION:  Kimball Trading L.L.C. filed Chapter 11 petition on March 10, 1999, listing approximately $44,000,000 in assets and approximately $32,000,000 in unsecured debts; case has been consolidated for administration purposes with Chapter 11 bankruptcy petition of Kimball Trading Canada, Inc.  Northern has guaranty from debtor's affiliate.

· STATUS:  On July 2, 1999 Northern filed proof of claim for $6,382,008.89.  As of July 13, 1999 proofs of claim amounted to over $200,000,000.  Trustee has objected to Northern's claim and asked that it be reduced to approximately $3.2 million; Trustee has filed objections to other claims as well.  On December 31, 1999, a Liquidating Plan was established and Liquidating Trustee established.  On March 9, 2000, the bankruptcy court issued a revised schedule and trial date.  Discovery is to be completed by June 1 and trial of the Trustee’s objections to Northern’s proof of claim will be held August 8, 2000.  On May 10, Trustee and Northern provisionally agreed to allow Northern's proof of claim in the amount of $5,000,000, subject to documentation.  The agreement waives the Trustee's accounts receivable claim of approximately $390,000.  The Trustee's preferential transfer claim of approximately $346,000 against Northern was settled for $180,000, $108,000 of which will be handled by an assignment by Northern to the Trustee of a claim Northern has against NSP.  The remaining $72,000 will be deducted from future distributions to Northern.  Northern will be allowed to increase its bankruptcy claim by the total $180,000.

4.
The Williams Co. v. State of Montana (State Tax Appeal Board of Montana) (Vinson & Elkins/Thompson, Jacobson & Potts) (Litigation Unit - Davis) (Talcott)
NOT REVISED
· CAUSE OF ACTION:  Williams’ subsidiary, Northwest Alaska, contests state license 

· tax assessment of nearly $4.5 million for Canadian gas sales.  Northwest Alaska contends it acted purely as conduit between Canadian gas sellers and domestic purchasers, like Northern, upon whom Northwest Alaska has made demand for indemnity under applicable Northwest Alaska tariff.

· STATUS:  On December 31, 1998, the Board ruled against Northwest Alaska.  Northwest Alaska appealed and won.  The Board is considering appeal. 

5.
Quinque Operating Company (Ditto) v. PG&E, et al. (including Northern Natural Gas Company), Cause No. 99CV30; Dist. Ct. Stevens Co., Kansas (filed May 20, 1999) (Litigation Unit - Davis) 
NOT REVISED
· CAUSE OF ACTION:  Class action, mis-measurement (both volume and heating content) (Grynberg claims, but on non-federal and non-Indian lands).

· STATUS:  See Quinque Operating Company (Ditto) v. PG&E under FGT report.

6.
Northern Natural Gas Company, Oelwein, Iowa Incident (Talcott)
NOT REVISED
· CAUSE OF ACTION:  On November 11, 1999, Northern's 10" Decorah pipeline ruptured during repairs after being struck by a tiling machine, killing one employee and seriously injuring another.  The tiller failed to properly use the Iowa One-Call procedures.  No third parties were injured.

· STATUS:  The accident is under investigation by the Office of Pipeline Safety which has conducted on-site interviews at Northern's Waterloo, Iowa office and has submitted follow-up data requests to Northern which were answered March 10.  ETS issued a Safety Bulletin and revised Operating Procedures in response to the incident.

7.
Chisos Joint Venture I, v. NNG and Duke Energy Field Services No. P-9536-112-CV, District Court of Pecos County, Texas, 112th Judicial District (filed April 28, 2000) (Coyanosa Separating and Treating Facility Invoices) (Doug Little) (Fossum/Talcott/Kyle)
NOT REVISED 

· CAUSE OF ACTION: Duke Energy Field Services, as Operator of the Coyanosa facility (Plant), sent NNG a demand letter through their outside counsel, Murray Fogler, for payment of Operating expenses and Capital cost from January 1997 though the present in the amount of $577,603.90.  NNG responded by stating that the amounts owed were not the responsibility of NNG because the gas purchase contract through which NNG purchased an expense bearing interest in the Plant expired in 1991.  The Plaintiff in this declaratory judgment action receives the revenue from the interest for which NNG has paid the expenses and they seek to keep NNG responsible for the expenses.

· STATUS:  Chisos Joint Venture I filed suit against Northern and Duke claiming that the Northern-Duke dispute clouded their title to certain assets.  Northern answered and moved to transfer venue on May 30, 2000.  

8. McDay Energy Partners Bankruptcy No. 0052075-K; U.S. Bankruptcy Court for the Western District of Texas, San Antonio Division (Litigations Unit – White) (Soldano).
NOT REVISED
· CAUSE OF ACTION:  McDay Energy Partners filed for Chapter 11 protection on 5/30/00.  Northern is a secured creditor for the sum of approximately $2 million

· STATUS:  Court has approved interim order allowing McDay continued operation.  Northern is evaluating financial information provided by McDay on a month to month basis to determine appropriate action.  McDay filed a proposed plan of reorganization on September 29, 2000.  The proposed plan contains a proposed gas purchase contract and a 15 year payout.  Northern will evaluate the McDay proposal and begin discussions with McDay.

9. Bridenstine, et al., v. Kaiser-Francis Oil Company, et al., No. CJ-2000-1, District
NOT REVISED

Court of Bridenstine Texas County, Oklahoma, third-party subpoenas issued 7/7/2000, (James M. Peters) (Britt Davis) (Talcott)

CAUSE OF ACTION: Class action plaintiff working interests sued Kaiser-Francis and others claiming they were not paid enough for their gas.  They claim their gas could have been marketed to companies such as Northern and Transwestern at higher prices so the defendants have subpoenaed gas purchase contracts entered into from 1983 to 1989.  


STATUS:  Northern and Transwestern are resisting the subpoena, but likely will have to produce some contract information relating to Beaver and Texas counties in Oklahoma.



FLORIDA GAS TRANSMISSION COMPANY

REGULATORY

1.
Florida Gas Transmission Company, Docket No. CP99-94 (Phase IV) (McCoppin)
NOT REVISED


On December 1, 1998, FGT filed an application to construct 205 miles of pipeline and 48,570 hp of compression (at estimated cost of $351MM) in order to extend its pipeline to Ft. Myers, Florida and to expand its capacity by 272,000 MMBtu/d (average annual basis).  FGT requested that the Commission find that the expansion costs may be rolled-in to the FTS-2 (Phase III Expansion) service, and requested certain accounting treatment for revenues related to the delivery of gas to FPL prior to in-service for testing.  On June 2, FGT filed an Offer of Settlement which provides for issuance of a Preliminary Determination (PD) and in which: 1) all FTS-2 shippers are afforded rate caps and GRI discounts; 2) FGT agrees not to file a rate case until 10-1-2001 but must file by 10-1-2003 (amending rate case settlement); 3) requests relating to accounting treatment on plant testing revenues and acceptance of excess unscribed capacity, without rate risk for FGT, are agreed to as filed.  On July 30, 1999, the PD was issued which approved the Settlement and resolved all non-environmental issues.  On August 23, FGT filed a Notice of Deletion of Facilities, relating to the termination and amendment of firm contracts with ECT (for the City of Lakeland and Duke Energy, respectively). On March 7, FGT filed a Request for Clarification regarding an environmental condition limiting construction across certain streams to the Nov. 30 – June 1 period.  A Request for Rehearing was filed by Babcock on March 14, to which FGT responded on March 17.  On March 28, FGT received an order granting its request for clarification.  On March 29, FGT filed its acceptance of the FERC's certificate, subject to the outcome of any request(s) for rehearing (due March 29).  On April 13, the Commission denied Babcock's request for rehearing.  On April 18, the Commission granted approval of FGT's requests for pipe yards and contractor yards in Florida. On May 8, 2000, Babcock filed an appeal in the D.C. Circuit Court (Cause No. 1205).  Released for construction in certain areas.  Have now settled with Babcock; Babcock filed a Notice of Voluntary Dismissal (on July 21) in his appeal to the D.C. Circuit Court.  Case was dismissed by order issued July 31, 2000.  Awaiting releases for other areas.

2.
Florida Gas Transmission Company, Docket No. CP00-40 (Phase V)


(McCoppin/King)
NOT REVISED

On December 1, 1999, FGT filed an application to expand its system by constructing 231 miles of pipeline and adding 90,000 HP of compression.  The expansion is estimated to cost $438MM (Phase V Expansion), and will provide 400 MMcf/d of additional firm capacity.  Eight shippers have subscribed to 372,000 MMBtu/d of such capacity.  Protests and interventions were due December 30, 1999; none were filed.  A number of comments were received, to which FGT responded on January 19, 2000.  On February 28 and March 28, FGT filed responses to the Commission's February 2 and March 13 Data Requests. On April 28, FGT filed responses to the Commission's April 20 data request.  On June 2, 2000, FGT advised FERC that ENA and Dynegy terminated their service agreements and that FGT would be filing an amended application in the near future.   On August 1, 2000, FGT filed an amendment reflecting elimination of facilities to serve Dnyegy and ENA and the addition of facilities to serve Tampa Electric.  Several protests were received.  FGT and TECO filed answers to the comments and protests on September 18.  FPC on September 18.  FPC withdrew its protest on October 6, FMNGA withdrew its protest.  On September 29, 2000, FGT filed a supplement to the Amendment to reflect several routing changes and a change in compression.  On October 10, the FERC issued an environmental request which is due October 30.
3.
NUI/City Gas Co. v. FGT, Docket No. RP00-212  (McCoppin/King)
NOT REVISED

On March 8, 2000, NUI filed a complaint against FGT regarding the issue of making disproportionate reductions in seasonal entitlements under the right of first refusal. FGT filed its answer to NUI's complaint on March 28, arguing that FGT was in full compliance with both its tariff and Commission policy in requiring NUI to either reduce by a stated annual volume or percentage, across all seasons.  On April 4, NUI filed with the Commission a reply to FGT's answer.  NUI filed a Motion for Expedited Decision on June 16, 2000.  On July 14, the Commission issued an order denying the NUI complaint but requiring FGT to file revised tariff sheets specifying that shippers exercising ROFR rights may  uniformly reduce their contract volume (a flat volume or a percentage).  FGT was also required to produce documents which show ENA's need for capacity in the market area.  On July 27, 2000, FGT filed revised tariff sheets.  A number of protests were filed objecting to tariff language which described capacity not being renewed as being not required for core customers.  On August 14, FGT refiled its tariff sheets excluding the language to which parties had objected and also produced the documents required by the July 14 order.  Several protests were withdrawn. 

4.
Florida Gas Transmission Company, Docket No. RP00-387 (Order 637 Compliance Filing)  (King)
NOT REVISED

On July 14, 2000, FGT filed pro forma tariff sheets in compliance with Order Nos. 637/637-A/637-B.  This filing addressed issues of scheduling equality, capacity segmentation, imbalance services and penalties, and secondary point priorities.  FGT argued that it should not have to implement within-the-path priority for secondary points, due to operational and anti-competitive reasons.  Three parties filed comments supporting various aspects of the FGT filing.  Three parties filed comments and one, a protest in opposition.  FGT is drafting an answer which it plans to file on September 15.  On September 29, Southern Company withdrew the portion of its protest regarding within–the-path priority for secondary points.

LITIGATION

1.
Grynberg v. Enron, et al. ("Grynberg II") (including FGT, Northern Natural Gas Company and Transwestern Pipeline Company) (97D-1421 Dist. Colo.) (Gibbs & Brun/Vinson & Elkins/etc.) (Holtzman)
NOT REVISED
· CAUSE OF ACTION: Grynberg has filed under seal several actions (under the False Claims Act) against the Enron companies and FGT, in the District of Colorado, for damages for mis-measurement of gas volumes and Btu content, resulting in lower royalties to the U.S.  He also claims that the gas was sold by affiliates at large profits.

· STATUS:  On April 9, 1999 DOJ declined to intervene in the Grynberg cases.  MDL panel transferred the case to Wyoming (for pre-trial disposition) on October 20.  Our answer, and our Motions to Dismiss under Rule 9(b) and 12(b)(6) were filed on November 19.  A pretrial conference was held on December 15 in Casper, Wyoming.  Grynberg filed an opposition brief on January 12, 2000.  Our reply brief was filed February 14.  Oral argument was held on March 17.  The Judge has not ruled on whether he will allow any discovery to go forward while the dispositive motions are pending.  On April 28, the Defendants served Grynberg with a Rule 11 Motion for Sanctions.

2.
Grynberg v. Sonat, et al. (including FGT), Citrus Corp., and Citrus Interstate Pipeline Company (CV No. 97-2087, Sect C, Mag2, Eastern Dist. Louisiana)  (Gibbs & Brun/Vinson & Elkins/etc.) (Holtzman)
NOT REVISED
· CAUSE OF ACTION: Grynberg also filed under seal an action against Sonat, Citrus Corp., FGT and 7 other companies in the Eastern District of Louisiana.

· STATUS:  On April 9, DOJ declined to intervene in any cases.  On April 7, FGT received a request for waiver of service.  Citrus and CIPCO have also received requests for waiver of service.  We waived service.  [See case immediately above for status]

3.
Moye v. Exxon Corp., Florida Gas Transmission Company, et al; Cause No. CV‑98-20; In the Circuit Court of Monroe County, Alabama. (Filed January 26, 1998) (Served January 28, 1998) (Maynard, Cooper, Gale/Vinson & Elkins) (Litigation Unit - Davis) (Holtzman)
NOT REVISED
· CAUSE OF ACTION:  Class action lawsuit filed by mineral owner in Escambia County, Alabama requesting damages for underpayment of royalties due on production of gas and other miners.  Complaints allege that defendants knowingly under-measured the gas and its true heating content.  Compensatory and punitive damages requested and injunctive relief sought.

· STATUS:  We presented a tolling agreement to Exxon regarding the indemnity issues under the Exxon gas purchase agreements.  On December 4 the Court issued case management order #1 which bifurcated discovery into two issues: (1) class certification and (2) merits.  Second Amended Complaint was filed on October 21, 1999.  Plaintiffs have agreed to abate the case indefinitely.  On June 29, Exxon filed a Second Motion to Dismiss and/or Abate, asserting that the claims in the Moye case are substantially the same as prior claims against Exxon in a neighboring county.  On September 11, 2000, the Court denied such Motion to Dismiss, stating that Exxon was the only party common to both cases.  Exxon is considering filing a Unit of Mandamus. FGT will not join in any such writ.  On September 22, 2000, FGT filed its 3rd Amended Answer.  

4.
Quinque Operating Company (Ditto) v. PG&E, et al. (including Florida Gas Transmission Company), Cause No. 99CV30; Dist. Ct. Stevens Co., Kansas


(filed May 20, 1999) (Litigation Unit - Davis) (Holtzman)
NOT REVISED
·
CAUSE OF ACTION:  Class action, mis-measurement (both volume and heating content) (Grynberg claims, but on non-federal and non-Indian lands).

·
STATUS:  On September 23, Ditto filed first amended petition and a request for service of summons on all defendants. On September 24, NNG filed a Notice of Removal to Federal Court prior to service.  We were served on September 27 with first amended petition and voluminous discovery requests.  On October 13, Plaintiffs filed a Motion to Remand case to state court.  On October 22, we filed the consents to the removal of all defendants who were served on or before September 24, and requested a 60-day extension of time to answer or otherwise plead.  NNG filed an Answer on October 22.  Response to the Motion to Remand was filed on November 1.  On November 30, Court stayed all proceedings pending ruling on Motion to Remand, which is now fully briefed.  Work on joint defense briefs is well underway on personal jurisdiction issues and motion to dismiss.  An order was issued April 10, which added Quinque as a "tag along" to the Grynberg cases.  A decision on the Motion to Remand could come at any time.

5.
Union Planters PMAC, Inc., v. Maclean, Trustee and others (including Florida Gas Transmission Company), Case Number 99-279-CA, First Judicial Circuit Court, Okaloosa County, Florida (Served March 3, 1999) (Bricklemyer, Smolker & Bolves) (Crowley) 
NOT REVISED
· CAUSE OF ACTION:  Foreclosure of mortgage on property where FGT holds a pipeline easement.

· STATUS:  Answer filed.

6.
Florida Power & Light Company v. Florida Gas Transmission Company (No. 00‑085554, In the U.S.D.C., S.D. of Florida) (Clements, O'Neill, Pierce & Nickens, L.L.P., Houston); (Hunton & Williams, Miami, Florida) (Holtzman)
REVISED
(
CAUSE OF ACTION:  FPL filed a Complaint against FGT in the Southern District of Florida on June 23, 2000 for declaratory judgment and breach of contract related to a pressure provision of two contracts between FGT and FPL.

(
STATUS:   FGT filed its Answer and Counterclaim for Declaratory Judgement on August 1, 2000. On August 28, 2000, the Court issued an Order setting the case for trial for September 4, 2001.  On September 1, 2000, FPL filed a Motion for Summary Judgment on all issues.  FGT's response was filed October 11, 2000.  FGT also filed a Motion under Rule 56(f) requesting a denial and continuance of FPL's Motion for Summary Judgment on the grounds that it is premature since no discovery has been had.  FGT also served interrogatories and notices of deposition on FPL. FGT has reached a settlement in principle with FPL and is drafting appropriate documents.

.



BLACK MARLIN PIPELINE COMPANY 


Note:  The stock of Black Marlin was sold to Blue Dolphin Energy Company on March 1, 1999; however, we have an agreement to continue to provide certain services for Black Marlin, including regulatory work, for three years, or until the pipeline is decertified.

LITIGATION

1.
Grynberg v. Enron, et al. ("Grynberg II") (including Black Marlin) (97D-1421 Dist. Colo.) (Holtzman)
NOT REVISED
· CAUSE OF ACTION:  Grynberg has filed under seal several new actions against 150 companies including Black Marlin in the District of Colorado.  

· STATUS:  See Grynberg v. Enron under FGT report.

2.
Quinque Operating Company (Ditto) v. Gas Pipelines, et al. (including Black Marlin Pipeline Company), Cause No. 99CV30; Dist. Ct. Stevens Co., Kansas (filed May 20, 1999) (Gibbs & Bruns) (Litigation Unit) (Holtzman)
NOT REVISED
·
CAUSE OF ACTION:  Class action, mis-measurement (both volume and heating content) (Grynberg claims, but on non-federal and non-Indian lands).

·
STATUS:  See Quinque v. Gas Pipelines, et al. under FGT report.

TRANSWESTERN PIPELINE COMPANY

REGULATORY

1.
Transwestern Pipeline Company, Docket No. CP98-233-000 (Huber)
NOT REVISED

On February 13, 1998, Transwestern filed a 7(b) application to spin off certain facilities in Oklahoma and Texas to KN Energy.  Order was issued December 22, 1998 approving the abandonment.  KN has assigned the right to purchase the facilities to ONEOK.  ONEOK has until July 7, 2000 to purchase the facilities.  ONEOK is doing due diligence this week.  Transwestern will file the appropriate document with FERC to substitute ONEOK for KN.

2.
Transwestern Pipeline Company, Docket No. CP98-795-000 (Huber)
NOT REVISED

On September 1, 1998, Transwestern filed a Section 7(b) application for permission and approval to abandon by sale to Union Pacific Highlands Gathering and Processing Company (UPH) (now Duke) approximately 58 miles of pipeline and the Crawford Compressor Station site.  The sale price was $3.1 million.  Transwestern also filed a Section 7(c) application requesting permission to abandon and relocate two 1100 horsepower compressors at the Crawford Compressor Station to the tailgate of a proposed new processing plant to be built by UPH.  On April 1, 1999 the FERC issued an order approving Transwestern’s requests.  Effective July 1, 1999, the parties closed on all assets upstream of the current compressor site for $2,524,053, which includes all the upside Transwestern anticipated from the sale (i.e., $M1.7).  Duke operates the facilities as its property, converting facilities to gathering. The second closing was scheduled for October 1, 1999, and would have included the remaining assets (i.e., the compressor site and five miles of 16”), at a book value of $265,947.  The second closing has been canceled and Transwestern is informing FERC of that.  Transwestern will continue to operate the compressors to allow the gas to flow.

3. Transwestern Pipeline Company, Docket No. RP00-490-000, (Order 637 Compliance Filing)  (Pavlou)
NOT REVISED
Transwestern’s compliance filing for Order Nos. 637, et. seq., was filed on August 15, 2000.  Several parties protested Transwestern’s filing.

LITIGATION

1.
Grynberg v. Enron, et al. ("Grynberg II") (including Transwestern) (97D-1421 Dist. Colo.) (Holtzman)
NOT REVISED
· CAUSE OF ACTION:  Grynberg has filed under seal several new actions against 150 companies including Transwestern in the District of Colorado.  

· STATUS:  See Grynberg v. Enron under FGT report .

2.
Royalty Audit Services Co. v. Texaco, Inc. (Hemphill County, TX) (Filed March 18, 1997) (Served—not served on any Enron entity) (Litigation Unit - Davis) (Fossum)
NOT REVISED
· CAUSE OF ACTION:  Putative class of royalty owners sue various Texaco entities for recovery of take-or-pay settlement proceeds.

· STATUS:  Texaco placed Transwestern and Northern on notice that if Texaco were found liable, Texaco may look to Transwestern and Northern for indemnity pursuant to language of take-or-pay settlement agreements.  No Enron entity is expected to be joined in this action since indemnity language in the Transwestern and Northern agreements appear not to benefit Texaco.

3.
Quinque Operating Company (Ditto)  v. PG&E, et al. (including Transwestern), Cause No. 99CV30; Dist. Ct. Stevens Co., Kansas (filed May 20, 1999) (Litigation Unit - Davis) (Holtzman)
NOT REVISED
· CAUSE OF ACTION:  Class action, mis-measurement (both volume and heating content) (Grynberg claims, but on non-federal and non-Indian lands).

· STATUS: See Quinque v. Gas Pipelines, et al. under FGT report.

4.
Transwestern Pipeline Company v. New Mexico Environment Department et al.; Civ 90-01203MV, United State District Court, New Mexico (Filed September 3, 1996) (Not served) (Virtue & Najjar) (Soldano)
NOT REVISED
· For several years Transwestern has been working with two agencies of the State of CAUSE OF ACTION:  On September 3, 1996 Transwestern filed suit (but did not serve) in Federal Court seeking declaratory and injunctive relief as the result of threatened enforcement action by the New Mexico Environment Department.

· STATUS:  For several years Transwestern has been working with two agencies of the State of New Mexico to remediate former surface impoundments at the Roswell Compressor Station.  One agency has jurisdiction over hazardous waste and the other non-hazardous waste.  Both agencies have asserted exclusive jurisdiction.  Two sets of settlement discussions have made progress but significant issues remain.  Draft settlement agreements have been exchanged, but the NMED appears to have lost interest.  Remedial work at the site is progressing.

5. 
Robert C. Floyd v. GPM (including Transwestern and Northern).; Cause No.:
NOT REVISED


9951636, 215th Judicial District Court of Harris County, Texas (Served On November 3rd and 4th 1999) (Litigation Unit - Davis) (Soldano)

· CAUSE OF ACTION: Floyd seeks unspecified damages for environmental contamination of his approximately 400 acres in Midland County under the theories of negligence, negligence per se, nuisance, strict liability, trespass, and negligent infliction of emotional distress.  Question exist with respect to title to the property.

· STATUS:  All defendants have moved to transfer venue to Midland County (mandatory venue for trespass) and Floyd’s counsel (Mayor, Day, Caldwell) is recusing itself due to conflicts with one of the defendants.  A settlement offer is being prepared for the purchase of the property.  The Transwestern and Northern share would be $5,000.  Settlement complete.

6.
Transwestern/El Paso Gas Delivery Dispute (Litigation Unit-Davis) (Soldano). 
NOT REVISED
· CAUSE OF ACTION:  El Paso has under delivered to Transwestern approximately 1 Bcf for the period of September 1996 to January 2000 at the Blanco, New Mexico Interconnect.

· STATUS:  Transwestern’s representatives met with El Paso on June 1st in an unsuccessful attempt to resolve the matter.  A litigation strategy has been tabled in favor of high level management discussions.  El Paso has increased its offer to settle the imbalance from 1/8th to ½ of the imbalance as a result of senior management pursuing resolution of this matter.  Resolution complete.



RIGHTS OF WAY, OPERATIONS & MISCELLANEOUS

1.
Air Liquide American Corporation, et al. v. Port of Houston Authority of Harris County, Texas, Cause No. 98-56844, 333rd Judicial District Court of Harris County, Texas and companion case Air Liquide American Corporation, et al. v. United States Army Corps of Engineers, Cause No. H-98-3982, United States District Court for the Southern District of Texas, Houston Division (both filed on November 25, 1998).  (Jeff Dykes) (Kyle/Raker/Shelton)
NOT REVISED
· CAUSE OF ACTION:  EGP Fuels Company, FGT, and Houston Pipe Line Company are part of a 16 company group that seek to be reimbursed for pipeline removal/relocation expenses associated with a deepening project initiated by the Port of Houston Authority (PHA) and to be implemented by the United States Army Corps of Engineers.  The group has filed a declaratory judgment action to the effect that pursuant to the Texas Water Code, we are entitled to 100% reimbursement.  We have also requested damages for an unconstitutional taking under the Texas and United States Constitutions.

· STATUS:  The mediation held on March 15th was unsuccessful.  We are awaiting the judge's ruling on the motions for summary judgment.

2.
Bettis v. Florida Power Corporation; et al; Cause no. 96-4696 CI; in the Sixth Judicial Circuit Court, Pinellas County, Florida (Filed July 29, 1996) (Served July 29, 1996) (Fowler White) (Kyle)
NOT REVISED
· CAUSE OF ACTION:  On May 24, 1994 four individuals including plaintiffs, all employees of HC Price, were injured when a Florida Power Corporation’s (FPC) power lines were hit by the boom used by plaintiffs to off-load pipe on FGT’s right of way during Phase III construction.

· STATUS: The Barton case settled for $837,500, and Bjorklund settled for $600,000 plus a partial waiver of the worker's comp. lien.  The Bettis lawsuit is very weak and will probably settle since the other claims have settled and Bettis' lawyer does not appear to have put much effort into this case.

3.
FGT v. Indian River Farms Water District; Civil Action No. 96-14083, US District Court, S.D. Florida (Filed April 3, 1996) (Served April 8, 1996) (Bricklemyer, Smolker & Bolves) (Raker)
NOT REVISED
· CAUSE OF ACTION: FGT commenced eminent domain action against the District on April 3, 1996.

· STATUS: Partial Summary Judgment (PSJ) was granted in June 1998 in FGT’s favor on the authority to condemn an easement through District property.  On March 21, 2000, the Court issued Final Judgment awarding the District $123,540 as the compensation owed to the District for FGT's taking of a 12 foot-wide easement, 6 feet on each side of the centerline of FGT's Vero Beach lateral, for a length of 6.76 miles.  The Court based the award on FGT's expert's appraisal evidence.  FGT under Florida eminent domain law would now reimburse IRF $9,418.20 in attorney’s fees.  The Court also awarded IRF $195,972.24 in expert fees and costs. FGT management, upon advice from counsel, has decided not to appeal the Court's ruling.  The Court has broad discretion in determining what are reasonable costs incurred by the condemnee, and FGT's local counsel does not recommend that FGT appeal the award.  If FGT accepts this advice, local counsel is requesting that a check in the amount of $205,390.44 payable to Indian River Farms Water Control District be forwarded to FGT's local counsel for processing.  FGT's local counsel also noted that the Court failed to award IRF any prejudgment interest on the costs, and IRF will probably call this oversight to the Court's attention as an error.

4. Halili v. Florida Gas Transmission Company No. G00234, In the U.S.D. C., S.D. of Texas, Galveston Division (Filed April 25, 2000) (Served June 12, 2000) Filteau, Sullivan & O'Roarke - John A. Sullivan (Litigation Unit – Grant) (Soldano)
NOT REVISED
· CAUSE OF ACTION:  Plaintiff alleges damage and loss to production to Oyster Bed 390-A in Galveston County, Texas.  Plaintiff claims FGT was negligent and grossly negligent in using various vessels including movable supply boats, crew boats, service vessels, barges and/or dredges while engaged in construction, replacement and/or lowering its underwater pipeline in an area adjacent to and/or across from Lease 390-A was negligent.  Plaintiff also claims that FGT's failure to maintain its spoilage within the boundary of its easement gives rise to a cause for trespass.  Plaintiff seeks $697,000 in actual damages plus unspecified punitive and exemplary damages and fees.

· STATUS: Waiver of Service accepted.  Corporate Risk Management has agreed to pick up cost of defense in this matter; however, any damages awarded for breach of contract and trespass will not be covered.  Answer filed September 1, 2000.  Key witness has been released from employ of the company.

5. Jauma, et al v. Mejias, et al including Florida Gas Transmission Company; No. 95-22316, 11th Judicial District Court, Dade County, FL (Filed November 15, 1995) (Served November 17, 1995) (O’Connor & Meyers) (Litigation Unit - Kisluk) (Raker)
NOT REVISED
· CAUSE OF ACTION: Plaintiff (a pedestrian) was hit by defendant Mejias car and asserts personal injury caused due to plaintiff's walking in roadway to avoid flooded sidewalk allegedly resulting from FGT’s pipeline construction work in area.

· STATUS:  FGT's defense costs and potential damages are covered by contractual indemnity and insurance coverage of FGT's general contractor, A&L Underground, Inc., for the construction work.  FGT made demand for defense and unconditional indemnity on A&L.  FGT’s initial motion for summary judgment was denied.  The Court felt that it is a jury question whether it is an inherently dangerous condition to de-water a trench and permit water to be pumped into a public road.  FGT filed a second motion for summary judgment on duty to warn of the open and obvious condition of the dangers of walking in the street, which was also denied. Mediation ordered for July 14, 1999.  Agreed order on parties' motion to quash mediation was approved July 9, 1999.  All Court proceedings were then stayed pending: 1) appointment of Guardian Ad Litem for Plaintiff and 2) Appellate court's ruling on Plaintiff's appeal of summary judgment ruling (which dismissed the City of Hialeah).  A&L Underground entered into an agreement acknowledging its duty to defend and indemnify FGT.  Stipulation and Order of Dismissal (of FGT's action against A&L) was entered September 27, 1999, resolving FGT's claim against A&L.  No trial date has been set.  A&L will pay the damages ultimately awarded against FGT, if any.  Oral arguments on Plaintiff’s appeal of City of Hialeah’s summary judgment heard December 14, 1999.  In an opinion issued January 19, 2000, the appellate court reversed the summary judgment and remanded for further proceedings.  City of Hialeah has filed Motion for Rehearing and Motion for Rehearing En Banc.  On February 29, 2000, the lower court ordered plaintiffs to move forward with appointment of guardian ad litem for Mr. Jauma.  The Plaintiff's spouse, Raquel Jauma, has recently been appointed plenary guardian for Mr. Jauma.  The Third District Court of Appeals has denied the request for rehearing.  The city of Hialeah has indicated it will be filing a notice to invoke the discretionary jurisdiction of the Florida Supreme Court.

6. Lauderdale Sand and Fill, Inc. and Robert Elmore v. Sunniland Pipeline Co., et al. (including FGT); No. 95-012305, 17th Judicial Circuit Court, Broward Co., FL. (Filed May 9, 1996) (Served May 15, 1996) (Bricklemyer, Smolker & Bolves) (Raker)
NOT REVISED
· CAUSE OF ACTION:  Plaintiff claims FGT constructed its 16" Port Everglades lateral outside the easement area and failed to properly place markers per October 8, 1968 easement covenant.  Plaintiff claims he entered into a bad land deal in 1986 for ownership of a five-acre parcel of land he believed was unencumbered by pipeline easements since he saw no markers in the area.  Plaintiff seeks damages jointly and severally from defendants for reduction in land value of the five-acre parcel due to pipeline easements. In addition, Plaintiffs' seek damages for clean-up costs resulting from February 4, 1992 Sunniland Pipeline rupture caused during excavation work being performed by Lauderdale Sand and Fill.  Plaintiffs claim that Sunnyland's FGT's pipelines were not sufficiently marked.

· STATUS:  Trial on claims against defendants, Alanco and Florida Power & Light, began on August 16, 1999. Plaintiffs' punitive damage and fraud count claims were denied at trial. Defendants' Alanco and Florida Power & Light agreed to pay plaintiffs a $125,000 settlement.  Sunniland filed for bankruptcy.  Plaintiff Elmore's motion to lift automatic stay in the Sunniland bankruptcy was granted on October 15, 1999.  Trial held July 3-5, 2000.  Jury found in favor of FGT.  FGT intends to file for reimbursement of its fees and expenses on or before August 6, 2000, pursuant to the Offer of Judgment filed previously by FGT in this case.

7. Miller, Sr. Trust, et al. v. Florida Gas Transmission Company,  C-628-98 31st Judicial District Court, Jefferson Davis Parish, LA (Filed October 5, 1998) (Served October 9, 1998) (James E. Diaz) (Kyle)
NOT REVISED
· CAUSE OF ACTION:  Plaintiff alleges breach of contract and trespass in connection with FGT easements.  Unspecified monetary compensation for damage to property and specific performance is the relief requested.

· STATUS:  Oral argument on our Summary Judgment motion was heard on February 17th, ,and the judge took the matter under advisement.  Although the bench trial was set for March 27, 2000, the date has been postponed because of a conflict in the plaintiff's counsel's schedule.  No new trial date has been set.  Although mediation was held on May 31st, the case did not settle.  It is expected that the judge will rule on FGT's Motion for Summary Judgment before long.

8. Office of Pipeline Safety Final Order to Investigation of Dickinson Bay Pipeline Rupture and Assessment of Civil Penalty and Certain Corrective Actions Against FGT (Raker)
NOT REVISED
· CAUSE OF ACTION:  The Office of Pipeline Safety of the U.S. Department of Transportation on June 10, 1997 issued a Final Order to its March 22, 1995 Notice of Proposed Violation to FGT following the May 2, 1994 FGT pipeline rupture in Dickinson Bay.

· STATUS: The Order assesses a civil penalty of $296,000 and requires certain corrective actions and an amendment of FGT's emergency response plan.  FGT filed a Petition for Reconsideration of the Order, which automatically stays the payment of the civil penalty; there is no interest on the stayed penalty. At its October 1997 meeting with OPS, FGT advocated for the elimination of the civil penalty or a significant reduction to an equitable amount in light of the reasonableness of FGT's interpretation of the regulation, the absence of any clear interpretation of the scope of the regulation by OPS, and FGT's prudent action in surveying the pipeline in November 1993. OPS has indicated the mitigating evidence presented by FGT should result in a reduction of the civil penalty. FGT has completed the DOT required remedial work on all the underwater pipeline segments with insufficient cover in compliance with the requirements of the OPS Order.  The written determination by OPS on the FGT Petition is expected sometime.  No response from DOT to-date.

9. Suwannee Materials and Aggregates, Inc., and Suwannee Material Carriers, Inc., v. Florida Gas Transmission Company, Docket No. 98-284-CA, Circuit Court for the Third Judicial Circuit, Suwannee County, Fla. (Filed May 15, 1998) (Served May 18, 1998) (Bricklemyer, Smolker & Bolves) (Crowley)
NOT REVISED
· CAUSE OF ACTION:  FGT has been sued in an inverse condemnation case in Suwannee County, Florida.  Plaintiff mining company seeks compensation for condemnation money damages of unstated amount, or an order requiring FGT to condemn part of plaintiff's land, or any order to prevent FGT from trespassing on plaintiff's land.

· STATUS:  A motion to dismiss was filed by FGT.  The Court sustained the motion in favor of FGT as to trespass, but denied it as to condemnation.  Plaintiff served discovery requests at the end of December 1999, and FGT has responded.  The plaintiff's action was the first in more than a year.
10.
T. T. Todd Company v. Florida Gas Transmission Company Case No. 97-2163-D


CA-01, First Judicial Circuit Court of Escambia County, Florida (filed November 25, 1997) (Served January 14, 1998) (Bricklemyer, Smolker & Bolves) (Kyle)
REVISED
· CAUSE OF ACTION: FGT has been sued for damages for breach of a pipeline easement.  The petition alleges that FGT failed to fertilize, mow and lime plaintiff's property.

· STATUS:  FGT has filed an answer and sent interrogatories to the plaintiff.  The plaintiff's attorney withdrew from the case, and we have not received word as to new counsel.   FGT filed a Motion to Dismiss for want of prosecution on September 28, 2000.

11.
Florida Gas Transmission Company (Phase IV) (Bricklemyer, Smolker & Bolves) (Soldano/Crowley)
NOT REVISED

Various condemnation and post construction litigation matters pending relating to the FGT expansion project to construct 205 miles of pipeline and 48,750 hp of compression in order to extend its pipeline to Ft. Myers, Florida and to expand its capacity by 272,000 MMBtu/d (average annual basis).  One claim for $1.8 million dollars went to mediation on September 26, 2000.  It was not settled but the landowner agreed to resolve the matter in condemnation proceedings.  Another cause of action against FGT for unspecified damages and a permanent injunction was served August 29, 2000.  A default judgment in this matter was entered against FGT but FGT was able to set aside the judgement due to defective service.

12.
Garner Environmental Services, Inc. vs. Enron Pipeline Company and Enron Operation Services Corp., in the District Court of Harris County, Texas, 281 st. Judicial District, filed October 19, 2000, (Smyser Kaplan & Veselka, L.L.P.)(Litigation Unit – Kisluk) (Soldano) 
NEW ITEM

CAUSE OF ACTION:  Garner Environmental Services, Inc. has filed suit against Enron Pipeline Company and Enron Operation Services Corp. based on the March 15, 1995 contract between Garner and Enron Pipeline Company, claiming that on June 16, 1999, Garner received notice that the contract would be administered by Enron Operation (sic) Services Corporation.  Garner is alleging claims on open account and for breach of contract.  Garner seeks specified damages of $7,350,231.94, interest, and attorney's fees.
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