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	RAC Deal Approval Sheet
                   
	Deal Name: DASHtemplate



ENRON RISK ASSESSMENT AND CONTROL

 DEAL APPROVAL SHEET

 FORMDROPDOWN 

	DEAL NAME:

	Sale of Napoleonville Land

	Counterparty:
	Reliant Energy

	Business Unit:

	 FORMDROPDOWN 


	Business Unit Originator: 

	Upstream Products

	Industry:
	SELECT INDUSTRY CATEGORY

	This Transaction:

	 FORMDROPDOWN 




		 FORMDROPDOWN 




		 FORMDROPDOWN 





	
	Date DASH Completed:

November 19, 2001
RAC Representative:

 FORMDROPDOWN 



RAC Analyst:

     
Transaction Type:

 FORMDROPDOWN 

Capital Funding Source:

 FORMDROPDOWN 



Country:

SELECT COUNTRY
Expected Closing Date:

     
Expected Funding Date:

     


	RAC Recommendation:
	 FORMCHECKBOX 


 Proceed with Transaction 

 FORMCHECKBOX 


 Do not Proceed 
	 FORMCHECKBOX 


 Returns below Capital Price 



	Board Approval:
	 FORMDROPDOWN 





APPROVAL AMOUNT REQUESTED ($000s)

	Capital Commitment
	
	

	Guarantees/Bid Bonds
	$3,000,000
	

	
	
	

	
	
	

	TOTAL
	$3,000,000
	


EXPOSURE SUMMARY ($000s)

	This Transaction
	
	

	Existing Exposure
	
	

	
	
	

	
	
	

	TOTAL
	$   0

 { = SUM(ABOVE) } 
	


DEAL DESCRIPTION -    

Enron North America Corp., Upstream Products, sought bids for 330.12 acres of land located in Township 12 south, Range 13 east, Sections 41 and 46, in Assumption Parish, Louisiana.  This land, currently owned by LRCI, Inc, an Enron North America Corp. subsidiary, sits atop the Napoleonville Salt Dome roughly 50 miles south of Baton Rouge.  The land is divided into two sections: a 73.57-acre northern section (Tract 5a) and a 256.55-acre block to the south (Tracts 4a and 4b).  Tract 5a borders Grand Bayou to the west and abuts a portion of LA Highway 70 to the southeast.  Tracts 4a and 4b, though non-contiguous to Tract 5a, are contiguous to each other and form a rectangular and slightly L-shaped block of land to the south and slightly west of Tract 5a.   The surface land is composed primarily of bayou floodplains, typical of the regional geography.   Also typical of the regional geography, Tracts 5a, 4a and 4b contain large subsurface salt reserves. Upstream Products received two bids: Texas Brine ($2.35 MM) and Reliant ($3 MM).

The land is being sold under a cash sale form by LRCI, Inc to Reliant Energy, Inc.  Under this agreement, LRCI Inc. represents and warrants that the land is not subject to any liens or encumbrances by act of omission until Reliant establishes a chain of title.  The corporate guarantee will be for the full sale amount and for thirty days.  Reliant is absorbing all existing and potential future environmental risk associated with the land.

TRANSACTION SOURCES AND USES OF FUNDS

	
	Sources
	
	
	Uses

	Non-Recourse Debt
	
	
	EPC
	

	Enron Equity
	
	
	Transaction Costs
	

	
	
	
	Contingency
	

	
	
	
	Other
	

	Total
	$   0
	
	
	$   0


	RETURN SUMMARY
	Specify Levered or Unlevered


	Return Components:
	PV @

Capital Price
	Cumulative

IRR
	
	Capital Price Components
	

	Cash Outflows
	
	
	
	Risk free rate (%):
	

	Fees
	
	
	
	Equity Premium (%):
	

	Intermed. Cash Flows
	
	
	
	Credit Premium (%):
	

	Terminal Value
	
	
	
	Country Premium (%):
	

	
	
	
	
	Transaction-Specific (%):
	

	Total NPV
	$   0
	
	
	RAC CAPITAL PRICE:
	


	E-Rating:
	
	Relative upside ratio:
	


CASH FLOW SUMMARY 
Sale of 330.12 acres of land currently owned by LRCI, Inc., an Enron North America Corp. subsidiary, for $3,000,000.  Current book value is $1,434,969.

TRANSACTION UPSIDES/OPTIONALITY (include chart to show impact if appropriate)

EXIT STRATEGY (“Merchant” investments only)

RISK MATRIX (as appropriate, maximum of five)

	RISK DESCRIPTION
	MITIGATION/COMMENTS

	Construction / Technology Risk
	

	Environmental / Permitting Risk
	

	Operating / Fuel Risk
	

	Credit / Market Risk
	

	Other
	

	
	


(EES only)

	 DESCRIPTION
	MITIGATION/COMMENTS

	Sale of properties--assumption of contract by new property owners

Change of Control provisions
	

	EAM execution risk:

* Identification of viable projects

* Approval of viable projects client

* Project timing

* Project cost estimation

* Actual savings
	

	Baseline risk
	

	Consumption risk
	

	AOPS execution risk:

*Failure of EESO to meet agreed to operational service levels or such failure leads to a material adverse effect on a facility.

*Price increases in parts, labor and materials

*Change in Facility profile 
	

	Legal liability
	

	Any other deal specific risk (describe)


	


KEY SUCCESS FACTORS (relative sliding scale)

	
	NA
	Poor
	Excellent

	Core Business
	
	X

	Strategic Fit
	
	X

	Upside Potential
	
	X

	Management
	
	X

	Risk Mitigation
	
	X

	
	
	


(EES only)

	
	NA
	Poor
	Excellent

	Strategic Fit
	
	X

	Transaction Hedge Liquidity
	
	X

	Counterparty Risk
	
	X

	Contract Terms
	
	X

	Upsell Potential
	
	X

	EAM risk mitigation
	
	X

	O&M risk mitigation
	
	X


OTHER RAC COMMENTS

CONDITIONS PRECEDENT 

MILESTONES 

	APPROVALS
	
	Name
	
	Signature
	
	Date

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Origination
	
	
	
	
	
	

	Regional Management
	
	
	
	
	
	

	Technical Services
	
	
	
	
	
	

	Americas Accounting
	
	Wes Colwell
	
	
	
	

	Americas Legal
	
	Mark Haedicke
	
	
	
	

	Americas Management
	
	John Lavorato
	
	
	
	

	RAC Management
	
	Rick Buy/Dave Gorte
	
	
	
	

	Enron Global Finance
	
	Andy Fastow/Ben Glisan
	
	
	
	

	ENE Management
	
	Ken Lay/Greg Whalley/Mark Frevert
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