Executive Summary

The North America West Power Group estate currently has 34 total non-terminated counterparty positions.  Of these, 33 counterparty positions have positive net value.  The remaining non-terminated counterparty with a negative net value has not been terminated due to its support of a significant positive value contract with another counterparty.  The total net Mark-to-Market value of all non-terminated contracts of $1,161,998,425. (Mark-to-Market value is subject to price risk)  Of the total non-terminated contracts, 26 require performance during February 2002.  The value distribution of the contracts is as follows:

Top value counterparty represents $408,043,328 and 35.1% of the total portfolio value

Top 5 value counterparty represent $933,843,240 and 80.4% of the total portfolio value

Top 10 counterparty represent $1,068,678,167 and 92.0% of the total portfolio value

Each of the counterparties in the top 5 value contracts has been contacted but any sort of settlement discussions have been very limited while legal issues surrounding confidentiality, assignment and Enron’s termination rights are fully explored.

The plan for extracting the value from the portfolio is impacted by several constraints and risks.  A process is underway to optimize the value within these constraints and risks.  The constraints and risks can be summarized as follows:

· Counterparties are not utilizing their right to terminate because they do not have economic access to cash to pay the termination amount

· Enron may not use right to terminate because payment due from counterparty may force counterparty into bankruptcy and jeopardize value recovery for the estate

· Contracts may have restrictive assignment clauses which make assignment structures expensive

· Contracts may have restrictive confidentiality agreements which need to be taken into account in the disposition of the contracts

· Pursuing assignment of contracts in exchange for cash may be difficult in current tight credit market

· Assignment of contracts will require appropriate approvals under FERC and possibly Hart, Scott, Rodino.

· Contract value is exposed to significant market risk until terminated or assigned.  Due to the rainfall in the northwest, several contracts are benefiting from a depressed power price that could change significantly over the next couple weeks to months.

· Hedging the existing contract value could have a significant adverse affect on the value of the portfolio.  The illiquidity of the long-term power market and the attendant difficulty of executing hedges of several long-term positions within the portfolio could present unacceptable depletion of contract value.

Subject to to the constraints and risks listed above, there are two primary strategies being considered for the optimal value realization by the creditors.  Each of these strategies can be pursued on a contract-by-contract basis, for a group of contracts, or for the entire portfolio.

One strategy is to pursue cash payments for the outright assignment of individual contracts or a portfolio of contracts.  Alternatively, the estate could pursue back-to-back supply contracts such that Enron remains counterparty to the original contract or contracts.  Payments would be secured through a lock-box payment structure where back-to-back suppliers would have first call on the lock-box funds and the estate would sweep the residual funds.

Enron North America currently has an experienced commercial and legal team working on the appropriate due diligence and strategy development for the ultimate disposition of the contracts.  On the team there are members with experience in energy asset sales, marketing, trading and contract drafting, review and negotiation.   An experienced mid and back office support team is in place to help assure value is not degraded in non-terminated contracts before those contract can be terminated, assigned or hedged.

Top 5 Power Contracts

As of 01/28/02, the top 5 value counterparties represented $933 Million, or 80% of the total portfolio value.  The top 5 value counterparties and associated MTM value are:

· Bonneville Power Administration (BPA)


$408,043,328

· Nevada Power Corporation (NPC)



$234,006,216

· Washington Area Power Assoc. (WAPADESERTSW)

$138,339,600

· Sierra Pacific





$110,593,460

· CRC






$42,860,636

BPA
 $408,043,328
 (35.1%)

The value in BPA is comprised of 4 contracts and 42 individually confirmed trades.  Enron currently supplies power at 2 delivery points and takes delivery of power at 1 delivery point.  The specific delivery points at which Enron supplies power are Mid-C and WSCC-N.  The specific delivery point at which Enron takes delivery is COB.  The final termination date of the current trades with BPA is 12/31/06.
Contract Details:
Wauna – James River Contract:
$22MM

· Physical Power Contract;  Booked Out 09/01

· Financial Annuity through 09/06

Firm Power Sale Contract:
$56MM

· EPMI purchases 100 MW-200MW (Avg. 125MW); Mid-C

· Avg. Price:  $14.25/ MWhr; 5.5MM MWhrs; BPA delivers as of 12/14/01

1997 Enabling Agreement:
$8MM

· 5 Purchase Agreements totaling 1.8MM MWhrs through 12/03

· 2 Sale Agreements totaling 3MM MWhrs through 09/06

2000 Enabling Agreement:
$300MM

· 7 Purchase Agreements totaling 0.25MM MWhrs through 06/02

· 26 Sale Agreements totaling 12MM MWhrs through 12/06

Primary Contract Risks:

· Wauna:  Bankruptcy triggering event; One-way termination

· Firm Power Sale:  Bankruptcy triggering event; One-way termination

· 1997 Enabling Agreement:  Creditworthiness provision allows BPA to call for collateral; collateral default leads to One-way termination

· 2000 Enabling Agreement:  Inability to terminate, assign

Contract Workout Risks:

· One-way termination (expires 02/02/02)

· Inability to Terminate

· Inability to Assign

· Market Risk

Strategy:

BPA has not showed a willingness to accept assignment and initial discussions regarding a termination payment indicate a significant loss of value.  Based on the perceived obstacles, the Power team suggests pursuing a strategy of performance with back-to-back supply contracts.

NPC
$234,006,216 
(20.1%)

The value in NPC is comprised of 1 contracts and 42 individually confirmed trades.  Enron currently supplies power at 2 delivery points and takes delivery of power at 1 delivery point.  The specific delivery points at which Enron supplies power are Palo Verde and Mead.  The specific delivery point at which Enron takes delivery is Palo Verde.  The final termination date of the current trades with NPC is 12/31/04.
Contract Details:
Western Systems Power Pool Agreement (May 2, 2001)

· 7 Purchase Agreements totaling .82MM MWhrs through 12/03 at Palo Verde

· 27 Sale Agreements totaling 2.06MM MWhrs through 12/03 at Palo Verde

· 8 Sale Agreements totaling .93MM MWhrs through 12/04 at Mead

Primary Contract Risks:

· Full Legal Review Pending

Contract Workout Risks:
· Counterparty Credit Risk (Termination will likely cause bankruptcy)

· Inability to Assign

· Market Risk

Strategy:

The estate can call for collateral and then terminate with failure to post by NPC.  However, with the weak financial position of the counterparty, termination has questionable value.  An acceptable assignment or performance through back-to-back supply will be pursued through the auction process.

WAPADESERTSW
$138,339,600 
(11.9%)

The value in WAPADESERTSW is comprised of 2 contracts and 2 individually confirmed trades, as amended.  Enron currently supplies power at 2 delivery points and takes delivery of power at no delivery points.  The specific delivery points at which Enron supplies power are SP-15 and Pinnacle Peak. The final termination date of the current trades with WAPADESERTSW is 12/31/05.
Contract Details:
Western Area Power Administration Contract: 01-DSR-11242  (March 15, 2001)

· EPMI Sells 80 MW/h at SP-15 for various prices through 3/05 (2.09MM MWhrs)

Western Area Power Administration Contract: 01-DSR-11278  (August 7, 2001)

· EPMI Sells round the clock 40 MW/h Jun-Aug, 25 MW/h all other months at Pinnacle Peak for $45 through 8/04 (.64MM MWhrs)

Primary Contract Risks:

· Full Legal Review Pending

Contract Workout Risks:

· Inability to Terminate
· Inability to Assign

· Market Risk

Strategy:

The energy purchase was completed by the United States Department of Energy Western Area Power Administration for the sole benefit of the Navy.  DOJ Navy has not consented in initial discussions to an assignment.  The Power team will continue to work with DOJ Navy to work out an acceptable assignment.  Failure to reach an acceptable assignment would result in the pursuit of performance with back-to-back supply.

Sierra Pacific
$110,593,460 
(9.5%)

The value in Sierra Pacific is comprised of X contracts and 22 individually confirmed trades.  Enron currently supplies power at 3 delivery points and takes delivery of power at no delivery points.  The specific delivery points at which Enron supplies power are COB, Palo Verde and Mid-C.  The final termination date of the current trades with Sierra Pacific is 12/31/03.
Contract Details:
· 7 Sale Agreements at COB for .38MM MWhrs ending 12/03

· 14 Sale Agreements at Palo Verde for .49MM MWhrs ending 12/02

· 1 Sale Agreement at Mid Columbia for .03MM MWhrs ending 9/02

Primary Contract Risks:

· Full Legal Review Pending

Contract Workout Risks:

· Counterparty Credit Risk (Termination will likely cause bankruptcy)

· Inability to Assign

· Market Risk

Strategy:

An acceptable assignment or performance through back-to-back supply will be pursued through the auction process.
CRC
$42,860,636 
(3.7%)

The value in CRC is comprised of X contracts and 18 individually confirmed trades.  Enron currently supplies power at 4 delivery points and takes delivery of power at 3 delivery points.  The specific delivery points at which Enron supplies power are Palo Verde, Mid-C, NP-15 and SP-15.  The specific delivery points at which Enron takes delivery are Palo Verde, COB and Mead.  The final termination date of the current trades with CRC is 12/31/06.
Contract Details:
· 5 Purchase Agreements totaling .15MM MWhrs at Palo Verde ending 12/06

· 1 Purchase Agreement totaling .17MM MWhrs at COB ending 12/02

· 3 Purchase Agreements totaling .17MM MWhrs at Mead ending 12/02

· 4 Sale Agreements totaling .88MM MWhrs at Palo Verde ending 12/06

· 3 Sale Agreements totaling .74MM MWhrs at Mid Columbia ending 12/06

· 1 Sale Agreement totaling .17MM MWhrs at NP-15 ending 12/02

· 1 Sale Agreement totaling .18MM MWhrs at SP-15 ending 12/05

Primary Contract Risks:

· Full Legal Review Pending

Contract Workout Risks:

· Inability to Assign

· Market Risk

Strategy:

An acceptable assignment or performance through back-to-back supply will be pursued through the auction process.
Marketing Strategy

Contract Strategy:

There are two primary strategies being considered for the optimal value realization by the creditors.  Each of these strategies can be pursued on a contract-by-contract basis, for a group of contracts, or for the entire portfolio.

One strategy is to pursue cash payments for the outright assignment of individual contracts or a portfolio of contracts.  Alternatively, the estate could pursue back-to-back supply contracts such that Enron remains counterparty to the original contract or contracts.  Payments would be secured through a lock-box payment structure where back-to-back suppliers would have first call on the lock-box funds and the estate would sweep the residual funds.




Auction Process:
An auction process will be established to ensure an open and transparent effort that will yield the highest value for the estate regardless of the eventual strategy for each contract.  The general process will be structured as follows:

Phase 1:     3 weeks
· Identify Assets - At present we have 34 Counterparties that the estate is continuing to serve.  The top five counterparties represent 80% of the value the portfolio but the remainder of the portfolio still represents almost $235 million.  The similarity of contracts for most of the portfolio will allow us to shop the portfolio in its entirety.  
· Contract Review - The contracts will have to be analyzed by legal and commercial to determine any idiosyncracies or problems that might exist with marketing these contracts.  In addition, support from risk management will be necessary to create mini-books of counterparty contracts and transactions. 

· Construct Data Room - Whether a physical or electronic depository is established, the estate team will have to aggregate the contracts and confirmations and scan those documents. 

· Engage Deal Bench - Utilize Deal Bench to facilitate the auction. 

· Identify Universe of Counterparties - Although, only a handful of companies could purchase some of these contracts, we need to invite a broad audience to bid on these contracts.  This will be helpful in demonstrating that the auction will be open and transparent.  In addition, the marginal effort to include a broader population of counterparties is negligible. 

· Draft Teaser & NDA/ Contact Protocol - Drafting a teaser and NDA will not take that long but it cannot be completed until the legal review is completed. We will also document the contact process and follow-up with all counterparties. 

Phase 2 :    1 week
· Send Teaser -  We will send the teaser to a universe of qualified counterparties (investment grade support).  We will require a response within 1 week as to their desire to participate in the auction.

Phase 3 :    1 week
· Implement Deal Bench Process - We will send out instructions for participation in the auction as well as NDAs to all counterparties who responded with interest to the teaser.  Upon executing the NDAs, counterparties will have access to all contracts and confirms and will be required to evaluate the information within one week.  On the final day of the week, we will require bids to be submitted. We will evaluate the bids in less than 24 hours. The process will have been approved by the professionals representing the creditors and we will file a motion with the bankruptcy court to award the contracts to the auction winners.  Alternatively, Enron maybe represent that they have a more beneficial solution and represent their solution to the creditor's committee and bankruptcy court. 

The portfolio will be marketed in several different ways including:  Total Portfolio, East & West Portfolios, Sub Region portfolios and Individual Contracts.
Power Team

The current team assigned to the performing power contracts is deep and wide containing members with years of experience in energy asset sales, marketing, trading, risk management, law, and operations.
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