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	Immediate Tasks to Execute for Equity Sale in BHLP
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	July 3, 2001


In anticipation of Enron’s objective to sell our forty percent equity interest in the Bridgeline Holdings Limited Partnership (BHLP), the following potential items must be addressed: 

· Reach BHLP’s  2001 EBITDA target of $56 million.  

· This commercial objective must be met in order to set a second year successfully attaining earnings goals.

· A separate legal organization under the BHLP umbrella must be formulated to extract all true market-to-market earning potential from existing storage capacity as well as from off-system transactions.  This entity would satisfy FAS 9810 and not violate the FAS 121 ruling (i.e., deals would not be taken from the pipelines that ultimately would impair existing assets).

· Bridgeline Gas Marketing (the accrual mechanism) must show consistent earnings streams and illustrate non-impairment of the assets (most importantly, LRC and Bridgeline).

· The origination organization of BHLP under Hugh Connett is near closing four transactions, some which have MTM potential.  

· Arthur Anderson should be hired to setup the separate, but appropriate trading and marketing organization regulating all MTM transactions to this entity.  Cris Sherman may be brought in as a hired consultant to work with Arthur Anderson and Trevor Milhalik, CFO, BHLP.

· Within BHLP, setup the following:

· All current and future employees of BHLP are no longer seconded from parent companies and exist as Bridgeline employees.

· Bridgeline employees have their own Bridgeline benefit and compensation plan.

· A human resource representative is hired to represent the interests of BHLP.

· An appropriate compensation plan for 2001 is adopted by the BHLP board, which reflects the interests of Bridgeline employees and appropriate EBITDA targets. (The 2001 EBITDA target should be raised if significant MTM exists from prior, existing transactions that satisfy FAS9810.)

· Aggregate and identify all outsourcing arrangements between BHLP and Enron that could exist after a potential sale of equity interest.  Assess upside or potential liabilities to ENA.

· All IT is sourced by Enron.  BHLP is using our back office system for risk management reports, DPR and P&L reporting.  In addition, BHLP is using ENA’s proprietary forward curves for appropriate basis, index, futures and options pricing.  

· Enron sources most of the human resource functions for BHLP.  Jeanie Slone has a copy of the latest outsourcing agreement.

· All credit and VAR analysis is being source by Corporate RAC/ Global Credit organization under Rick Buy.

· Identify in detail all balance sheet items attributable to BHLP that reside within ENA.  

· Revisit prior exist tax structure associated with LRC.

· Approach Chevron/Texaco about accelerating the date of potential sale of ENA’s equity interest in BHLP.

· Would Chevron be interested in ENA’s forty percent? If not,

· Would Chevron be interested in a joint (Chevron/Enron) partnership to liquidate BHLP to an outside counterparty?

· Setup the appropriate internal and external resources.

· Julie Gardner was the employee who was familiar with the tax structure associated with LRC.  She is no longer working for Enron.  However, Karen Gruesen knows how to contact her and will try to engage some of Ms. Gardner’s time.  In addition, Karen will interface with Tax to assign an appropriate resource to understand all relevant tax issues.

· The outside legal firm used for “Project Hurricane” / BHLP was Locke Liddell.  Mark Watts, corporate lawyer, was the primary outside legal attorney.  In addition, the primary legal internal lawyers were Shonnie Daniel, Lance Schueler and Barbara Gray. 

Expected Payoff Valuation :

Please see the attached worksheet “June 2001 Bridgeline Investment Analysis”  which delineates ENA’s total current investment in Bridgeline.  This number could fluctuate based on equity earnings that are booked for the remainder of the year and distributions from Bridgeline (i.e. taxes and cash).

Based on the target EBITDA for BHLP of $56 million and ENA’s forty percent interest in the partnership with Chevron/Texaco, we would have to receive at a minimum, an earnings multiple of eleven.

CC:  Brian Redmond, Don Miller
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