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September 2000
Information Memorandum

Enron North America Corp.
Enron North America Corp. – Information Memorandum

Credit Suisse First Boston (“CSFB”) is furnishing this information memorandum (this “Memorandum”) solely for the consideration of prospective purchasers who have knowledge and experience in financial business matters and the capability to conduct their own due diligence investigation and evaluation in connection with the transactions described herein (“Prospective Purchasers”).  This Memorandum and the information contained herein are subject to the confidentiality agreement (“Confidentiality Agreement”) entered into between each Prospective Purchaser on the one hand and Enron North America Corp. (“Enron North America” or the “Company”), on the other hand.

This Memorandum is based on information supplied by the Company or its affiliates (collectively, “Enron”) and is being furnished through CSFB, as exclusive agent, solely for use by Prospective Purchasers in connection with their consideration of the proposed sale (the “Sale”) of certain of Enron’s power generating facilities/development projects (collectively, the “Facilities”).  The sole purpose of this Memorandum is to assist the recipient in deciding whether to submit a Round I proposal in connection with the Sale.  This Memorandum does not purport to be all-inclusive or to include all information that a prospective Bidder may desire in investigating the Facilities or to evaluate the transactions described herein.  Any estimates and projections contained in this Memorandum involve significant elements of subjective judgment and analysis, which may or may not be correct.  Neither CSFB or Enron nor any of their affiliates, employees, shareholders, members or representatives makes any representation or warranty, express or implied, as to the accuracy or completeness of the information contained herein or any other information (whether communicated in written or oral form) transmitted or made available to the Prospective Purchasers.  CSFB and Enron and their respective shareholders, affiliates, employees, members and representatives expressly disclaim any and all liability which may be based on the information contained herein (or any errors or omissions therefrom) or relating to or resulting from the use of this Memorandum, the information contained herein or such other information received by a Prospective Purchaser or any of its affiliates or representatives. 

Each recipient of this Memorandum agrees by accepting this Memorandum that the information contained herein and in all related and ancillary documents is not to be used for any purpose other than in connection with its consideration of the proposed transactions, that such information is of a confidential nature and that the recipient will treat it in a confidential manner, and that it will not, directly or indirectly, disclose or permit its affiliates or representatives to disclose any of such information to any other person or reproduce this Memorandum, in whole or in part, without the prior written consent of Enron.  Each recipient of this Memorandum further agrees that these confidentiality and other obligations shall apply to any non-public information relating to Enron, the Facilities or the proposed Sale which is provided to such recipient subsequent to the delivery of this Memorandum and such recipient shall comply with the terms of the Confidentiality Agreement.

No person has been authorized to provide any information with respect to the Facilities or the proposed transactions except the information contained herein.  Neither CSFB nor Enron (nor their respective representatives or advisors) has independently verified any of the information contained in this Memorandum.  Nothing in this Memorandum is, or shall be relied upon as, a promise or representation, whether as to the past or future. Neither CSFB or Enron intends to update or otherwise revise this Memorandum following its distribution, and recipients of this Memorandum should not expect CSFB or Enron to do so.  Prospective Purchasers are expected to conduct an independent investigation and evaluation in connection with any proposed transaction.

Certain information included in the Memorandum contains forward-looking statements.  Such statements are based on current expectations and involve a number of known and unknown risks and uncertainties that could cause the actual results and performance of the Facilities to differ materially from any expected future results or performance, expressed or implied, by the forward-looking statements including expectations regarding the future results of operations of the Facilities.  In connection with the safe harbor provisions of the Reform Act, Enron has identified important factors that could cause actual results to differ materially from such expectations, including development uncertainty, operating uncertainty, acquisition uncertainty, uncertainties relating to power markets, uncertainties relating to domestic and international economic and political conditions and uncertainties regarding the impact of regulations, changes in government policy, industry deregulation and competition.

Enron does not assume responsibility to update any projections or forward looking statements contained herein.  Enron expressly reserves the right, in its absolute discretion, to: (1) reject any or all offers or terminate discussions with any or all Prospective Purchasers or other parties for any reason or no reason (in Enron’s sole discretion); (2) negotiate with one or more Prospective Purchasers at any time and enter into definitive agreements for the Sale, or other transaction involving, all or a subset of the Facilities without prior notice to any or all of the Prospective Purchasers; and (3) discontinue, amend, or modify, at any time, in its sole discretion, any procedures relating to this process.  

NEITHER THIS MEMORANDUM NOR ITS DELIVERY TO ANY PROSPECTIVE PURCHASERS SHALL CONSTITUTE AN OFFER TO SELL ANY SECURITY OR ENTER INTO ANY OTHER TRANSACTION OR COMMERCIAL AGREEMENT.

Prospective Purchasers who do not wish to pursue the proposed Sale as described herein are requested to return this Memorandum and all copies or summaries thereof at their earliest convenience to Credit Suisse First Boston, 11 Madison Avenue, New York, NY 10010, Attention: Omar H. Al-Farisi.

September 2000

1.
Transaction Process

A. Overview

CSFB is soliciting proposals from a select group of Prospective Purchasers.  This Memorandum has been prepared for the sole use of Prospective Purchasers who have executed the Confidentiality Agreement.

The proposed transaction structure assumes a sale of 100% of the ownership interests in the project companies owning the Facilities for cash payable at closing (the “Proposed Transaction Structure”).  Enron’s main objectives in considering proposals for the purchase of the facilities are to arrange for a transaction upon terms which reflect the highest possible value and to consummate an acceptable transaction in a timely manner.  To the extent consistent with these objectives, Enron will consider alternative structures and forms of consideration.

B. Summary of Process

Round I Proposals

Interested Prospective Purchasers will be required to submit written indications of interest in the form of preliminary proposals (“Round I Proposals”) to express interest in acquiring all or a subset of the Facilities.  It is anticipated that LV Cogen and LV Cogen II will be sold as a package.  Pastoria is available to be sold as part of a larger package or independently.  The Peaker Projects are available to be sold as a package or individually.

Detailed Due Diligence

On the basis of Round I Proposals, Enron expects to select a limited number of Prospective Purchasers to conduct further due diligence.  Such Prospective Purchasers will have the opportunity to arrange independent site tours, to visit the data rooms provided by Enron and to direct questions to Enron in relation to the Facilities, prior to submitting final binding proposals (“Round II Proposals”).  The representations and warranties in the key transaction documents will reflect that comprehensive due diligence has been performed, so Prospective Purchasers are encouraged to plan for and utilize the due diligence opportunity to the fullest.  Round I Proposals should identify the due diligence team members, including outside consultants and advisors, and their function(s).  Enron expects to allow approximately 4 weeks time for due diligence, during which each Prospective Purchaser will be allowed approximately 3 days of access to the data rooms.

Round II Proposals

Prospective Purchasers will be notified in writing under separate cover of their selection to submit Round II Proposals and procedures for such Round II Proposals.  Round II Proposals must be accompanied by a markup of key transaction documents and a binding confirmation that the Prospective Purchaser is prepared to promptly execute such transaction documents in the forms submitted.  To be considered, Round II Proposals will not be subject to any additional due diligence, must not be subject to any financing contingencies or other material conditions (other than receipt of the regulatory approvals required for closing), and must be required to have all necessary board and other corporate or similar approvals prior to submission.

Any Prospective Purchaser is responsible for all costs incurred in connection with its due diligence, bid preparation and proposal, including fees and disbursements of its own counsel and advisors.

Enron reserves the right, in its sole discretion, to discontinue, modify, delay or accelerate the process with respect to any Prospective Purchaser at any time for any reason or no reason and without any liability on its part.  The target closing date for the Pastoria and LV Cogen/LV Cogen II transactions is the week of December 18, 2000.  The sale of the Peaker Projects is expected to close as soon as possible after receipt of all required regulatory approvals (first quarter 2001 or earlier).  Prospective Purchasers must indicate their ability to meet the deadlines outlined within the transaction schedule below as part of their Round I Proposal due September 29, 2000.

C. Transaction Schedule

Action Item
timing

Execute Confidentiality Agreement
Week of August 28

Memorandum Delivered to Prospective Purchasers
Week of Sept. 4

Initial Evaluation
Sept. 5 – Sept. 28

Submission of Round I Bids
Sept. 29

Determination and Notification of Short-Listed Prospective Purchasers
Week of Oct. 2

Key Transaction Documents Delivered to Short-Listed Prospective Purchasers
Week of Oct. 2

Data Room Visits/Management Meetings
Week of Oct. 9

Round II Bids Submitted
Nov. 3

Selection of Preferred Bidder and execution of definitive Transaction Documents
Week of Nov. 6

Closing (Pastoria, LV Cogen/LV Cogen II)
By December 18, 2000

Closing (Peakers)
By Q1, 2001
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D. Round I Bidding Instructions

Interested Prospective Purchasers should prepare Round I Proposals incorporating the following information:

1. The identity of the Prospective Purchaser, the purchase price, and the Facility(s) to be purchased.  If the Prospective Purchaser is a group, the identity of each group member, and the percentage of the amount to be paid for the Facility(s) committed to by each member of the group.

2. Explanation of key assumptions supporting valuation and discussion of value drivers.  (Alternative forms of consideration may also be proposed in Round I)

3. The Prospective Purchaser’s source of funding for its proposed acquisition.

4. A description of the Prospective Purchaser’s internal approval process, and an acknowledgement that the approval process can accommodate the transaction schedule.

5. A description of specific due diligence activities required to consummate the transaction.

6. The identity of the Prospective Purchaser’s counsel, including the identity of the lead counsel, together with a confirmation that such individual is available for the scheduled transaction timetable, and if the Prospective Purchaser is a group, an acknowledgement that such counsel will be common counsel for the group.

7. The identity of the Prospective Purchaser’s financial advisor, if any, and if the Prospective Purchaser is a group, an acknowledgement that such financial advisor will be the only financial advisor for the group.

8. The identity of any other advisors or consultants that the Prospective Purchaser expects to retain and the scope of their activities.

E. Round II Bidding Instructions

Selected Prospective Purchasers should prepare Round II Proposals incorporating the following information:

1. A binding purchase proposal including confirmation of the consideration to be paid.

2. A mark-up of the key transaction documents drafts of which will be provided to Prospective Purchasers at the close of Round I. 

3. Confirmation that the Prospective Purchaser’s internal approvals have been obtained.

4. Confirmation that all required due diligence activities have been completed.

Enron’s final selection of purchaser(s) will be based, in part, on the economics to Enron, the extent to which changes to documents are requested, and various other matters.  Enron reserves the right, in its sole discretion, to reject any proposal for any reason or no reason.

F. Communication

CSFB has been retained exclusively to represent Enron for the Sale.  All inquiries and communications should be made through CSFB.  Prospective Purchasers are prohibited from directly contacting the management or employees of Enron or any of its affiliates or contractual counterparties.  Questions or requests for additional information should be directed, preferably in writing by fax, to one of the following representatives:

Mr. Jonathan Bram

Managing Director

Credit Suisse First Boston

Tel:  212 325 3580

Fax:  212 325 8322

Mr. James Bartlett
Mr. Louis Iaconetti

Director
Vice President

Credit Suisse First Boston
Credit Suisse First Boston

Tel:  212 325 4841
Tel: 212 325 5085

Fax:  212 325 8322
Fax: 212 325 2760
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