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	Legal Risk
	Issues
	Risk Amount

	Accounting/

Timing
	Risk Direction

	1. TGS/Argentine Tax Stamp Matters

(Williams/Blaine)
	Argentine provincial governments have adopted a new and braoder interpretation of the stamp tax assessed on written contracts.  TGS has requested relief of the Federal Supreme Court against one of the provinces.  While the federal government and federal regulatory body have expressed views that the provinces’ proposed application of the tax is illegal, requests by others to set the tax aside have been denied.  TGS cannot currently pass through any potential liabilities under its tariff.  Political risk insurance coverage may be available.

Enron filed a bilateral investment treaty claim before the International Center for the Settlement of Investment Disputes (ICSID) at the World Bank claiming that the taxes are illegal, arbitrary and capricious.


	$700 MM (Enron’s interest in TGS is 35%)

· $153MM tax, $185 MM interest, and $320 MM in fines (all as of June 30, 2000).

· interest accruing on unpaid tax at 1.65% monthly.
	immediate
	(

	2. Project Cuiaba

(Novak)
	Project involves construction of 480 MW gas fired power plant and gas pipeline spur from the GTB pipeline in Bolivia.  Plant operating at combined cycle at 150 MW on costly diesel fuel.  Bolivian portion of pipeline complete, though Brazilian section repeatedly delayed by environmental concerns.  Major legal risks include:

· Project has declared Furnas (power purchaser per PPA) to be in default of PPA for failing to sign consent required by lenders.  Project considering efforts to compel specific performance, initiate arbitration or terminate PPA.  

· If current drilling efforts in environmentally sensitive Ridges area fail, permits for alternative routing may result in delays or may not be issued at all.  Construction contract requires Siemens to commission plant to run on gas only if gas is available at plant by December 31, 2001.  Warranties on Siemens equipment and work expire February 1, 2002.

· YPF GSA (19 year term) subject to termination on May 4, 2001 if gas not  available at the plant.  Contract considered favorable to YPF so risk is low that they would seek termination.  If Enron terminates the GSA, there is a high probability of arbitration with YPF.  Further, Enron must assume risk of providing back up gas in order to close financing.  If there is no financing, the project will assume the gas risk.

· CCC Authorization for diesel fuel subsidy is available only for simple cycle operation at upto 150 MW.  Plant converted to combined cycle in February 2001 and has been awaiting confirmation that CCC authorization would cover diesel fuel costs for combined cycle operations at up to 150 MW.  Plant has been ordered to convert back to simple cycle to minimze risk unless written clarification is provided by March 8, 2001.  Conversion will require plant to be offline for upto 30 days and may result in power outages on Mato Grosso grid.  Shut down may result in availability penalties per PPA and delay LDs.  


	Risk amount is difficult to quantify and would depend upon various different contingencies.  Project budget revised upward to $785MM.

· Absence of Furnas consent has prevented close of $350 MM in project financing.

· Without gas, the whole investment is at risk.

· ESA has estimated $40-55 MMin upside if GSA terminated and suitable replacement GSA at currently available prices signed.

· If Lenders do not approve of replacement GSA, they could require Enron to buy out the debt ($350 MM).

· Project has exposure for approx. $260,000 of diesel per day ($8.4 MM through March 8).  To the extent the plan runs, prior to the confirmation that CCC witll cover diesel fuel,

· We believe there is a valid force aajeure claim that excuses the delay in running on gas.  If our force majeure claim fails, we may be subject to availability penalties and delay LDs.


	Immediate
	(

	3. Transredes/ Desaguadero River Oil Spill

(Williams/Kisluk)
	2000 barrels of oils spilled into the river, and migrated to the edge of nearby lakes.  Clean up expected to cost $30 to 45 MM.  Governmental investigations have been commenced and initial unfavorable opinion has been appealed.  Reinsurer commenced proceedings in London seeking to declare the reinsurance policy Transredes would rely upon to be void. 


	$30-45 MM  (Enron owns 25% interest in Transredes)


	
	(

	4. Elektro

(Ferraz)
	ANEEL (Brazilian energy regulator) has refused to allow distributors to pass through tax increases on a retroactive basis.  ABRADE is considering a joint suit to resolve the problem.

[Foreign exchange risk resulting  from issues re pass through of tariff resulting from increased supply cost from Itaipu (hydro dam between Brazil & Paraguay).] Elektro is considering suing ANEEL directly to resolve prblem. 


	· [??]

· [??]
	
	(

	5. Electrobolt

(Watanabe)
	Indexation of obligations between two Brazilian companies is generally prohibited by Brazilian law.  The Consortium Agreement with Petrobras provides for a guaranteed US$ based floor price using a mechanism that Brazilian counsel opines is not prohibited. This structure, however, has no and it is not free from doubt whether it could be upheld without challenges.


	Risk amount is difficult to quantify and would depend upon various different contingencies.  
	
	(

	6. Transredes/Tariff Dispute

(Blaine)
	Bolivian government has altered interpretation of exisiting laws permitting Transredes to charge certain tariffs retroactive to 1998.  Transredes has pursued administrative remedies which have been unsuccessful so far.  Transredes will appeal  to the Supreme Court in April 2001.

The tariff issue has been an obstacle to Enron’s efforts to sell its 25% interest in Transredes (book value $143 MM).


	· $14 MM (Enron has 25% interest in Transredes)
	
	

	7. Foreign Arbitration

(Arap/Blaine/William)
	Brazilian law leaves open the possibility that a party to a contract providing for foreign arbitration as the exclusive dispute resolution mechanism may nonetheless present the claim to a Brazilian court which could accept jurisdiction. Further, Brazilian law may permit Brazilian courts to accept concurrent jurisdiction with matters submitted to foreign arbitration.  The effectiveness of the arbitration clauses Enron has obtained from Brazilian counterparties is not free from doubt.  
	Various
	
	

	8. Transredes/ Deferred Account Dispute
	Dispute involves implementation of transitional regulatory scheme following privatization whereby rates were kept low and Transredes could recover its costs in 2001 from a deferred account.  Enron is considering a BIT claim before ICSID if the Bolivian government prevents recovery.


	· $30-40 MM (Enron has a 25% interest) 
	Spring 2001
	(

	9. 
	
	· 
	
	

	10. 
	
	· 
	
	

	11. 
	
	· 
	
	

	12. 
	
	· 
	
	











1 This document was prepared by ESA Legal for the purpose of facilitating the rendition of professional legal services. 


� These amounts are meant to be analogous to “value at risk” with respect to legal matters.  Work needs to be done to “model” these risks.
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