November 1, 2001

VIA FACSIMILE 713-297-4953

Pogo Producing Company

P.O. Box 2504

Houston, TX 77252-2504

Attn: J.D. McGregor

Re:
Your Letter of October 31, 2001 referencing November 2001 Crude Oil Sales

Contract No. YC1910.1 and YC1946.1

Dear Mr. McGregor:

Enron Reserve Acquisition Corp. (“ERAC”) is construing your letter of October 31, 2001, in which you indicate that Pogo Producing Company (“Pogo”) will not perform its obligations to deliver to ERAC 2,000 barrels of crude oil per day at Midland, Texas and 3,000 barrels of crude oil per day at Ship Shoal Block 28 during the month of November, as an anticipatory repudiation of the following Contracts: YC1910.1 and YC1946.1. 

Your demand for letters of credit and ERAC’s rejection thereof does not constitute a legal basis to suspend Pogo’s performance since your demand is commercially unreasonable given the fact that Enron Corp.’s credit rating remains investment grade.  In addition, Mr. Tom Moran of ERAC’s credit department advised you that ERAC will perform its payment obligations under the above-mentioned contracts as required there under.  We are again by this letter providing adequate assurances that Enron will timely perform its contractual obligations to pay for crude oil as set out in our agreements.  

If you do not rescind your notice of repudiation and provide adequate assurances of Pogo’s performance by 5 p.m. today, November 1, 2001, we will hold Pogo responsible for all costs resulting from its breach of our contracts and will pursue our legal remedies.

Very truly yours,

Michael A. Robison

Senior Counsel

bcc:
Bill Bradford


Carol St. Clair


Andy Edison


Louise Kitchen

