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CAPACITY TRADING EQUITY OFFERING

STRUCTURAL OVERVIEW

I. Summary

· A limited Liability Company (CapTrade Limited) will be created for the purpose of providing online trading capability for multiple parties to transact on gas pipeline capacity and related products and services.
· A holding company, Capacity Trading Investment Partnership (CTIP), will be created. CTIP will own CapTrade Limited. Shares in this company will be owned in equal parts by each of six founding companies and Enron Net Works. The purpose of this company will be to provide a vehicle for the ownership and financing of CapTrade. 
· CTIP founding members will be Limited Partners (LP).
· Enron Net Works will be General Partner (GP).
· Enron Net Works will license software and provide services to CapTrade.
II. CapTrade Limited

· Will be the operating company for the provision of capacity trading functionality to the marketplace.
· Will license the necessary software from Enron Net Works.
· Will charge a commission for all transactions [commission to be determined].
· Will pay O&M Fees ([$750,000 per year]) to Enron Net Works. O&M Fee will cover mid and back-office costs as well as variable costs.
· Will pay [60%] of commission fees to Enron Net Works.
· Will remit net profits to CTIP.
III. Capacity Trading Investment Partnership (CTIP)

· Will contain [6] founding members as Limited Partners, plus Enron Net Works as General Partner
· Each member shall own [100] shares
· Will issue [600] shares
· Each share shall be purchased for [US$40,00] by the Limited Partners.
· Shall provide financing as necessary to CapTrade.
· Will own CapTrade.
IV. Enron Net Works

· Will host the online application.

· In exchange for the O&M fees, will provide 1) ongoing operational and maintenance services, and 2) management expertise related to the operation of the software and the delivery of capacity trading services to the marketplace. 

· Will develop the Capacity Trading Software (CTS) for CapTrade and will provide a license for its use to CapTrade.

· Will provide the server hardware necessary to 1) run CTS and 2) host CapTrade.

· Shall receive, in exchange for a [10-year] license to CapTrade of the CTS, 100 shares of CTIP.

·  Shall provide access (a link) to CTS from within EnronOnline.

V. Capacity Trading Software (CTS)

· Shall facilitate binding transactions on primary capacity and storage products over the Internet.
· Shall support multiple buyers and sellers.
· Shall provide for the ability to add other capacity products as required (e.g. secondary capacity, imbalances).
· Shall provide functionality which is similar to the functionality described in Attachment A (Capacity Trading System Functional Specifications).
VI. Founding Members of CTIP

· Shall commit to posting all online offerings of capacity or capacity related products with CapTrade.
· Shall not offer online transactions (or invite to treat) for capacity or capacity related products on any system which is not also offered (or displayed as invitation to treat) by such founding member on CapTrade, to the extent that CapTrade is capable of displaying such offer.
VII. Required Contracts and Documentation

· Articles of incorporation for CTIP and CapTrade

· Share Purchase Agreements with founding Members of CTIP

· Services Agreement between CapTrade and ENW

· Software Licensing Agreement between CapTrade and ENW

VIII. Founding Members Candidates

· Northern Natural Gas

· Houston Pipelines Company
· Transwestern Natural Gas
· Natural Gas Pipelines Limited
· Florida Gas Pipeline
· Williams
· Duke
· Columbia
· CMS
· Kinder Morgan
IX. Proposed Timeline (to be confirmed)






Nov. 28, 2000:
Development of CTS starts



Nov. 28, 2000: 
Commence redrafting of Exclusivity/Commitment Letter Agreements




Nov. 30, 2000: 
Commence drafting of Service Agreement




Nov. 30, 2000:
Commence incorporation of CapTrade and CTIP



Dec. 4, 2000:
Circulate Exclusivity/Commitment Letter Agreements



Jan.    8, 2000:
Obtain all signed Exclusivity/Commitment Letter Agreements from founding members.



Jan.  30, 2000:
Share purchase monies in escrow or with CTIP



May    1, 2001:
Commence Final Testing of CTS



June   1, 2001:
CTS is operational



July     1, 2001:
CapTrade goes live and drop-dead date (per Share Purchase Agreements)
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