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Value Maximazation Strategy

There are two primary options being evaluated for realization of the maximum value of the non-terminated power contracts currently being served by Enron.  Each of these options can be pursued on a contract-by-contract basis, for a group of contracts, or for the entire portfolio.

One option is to pursue cash payments for the outright assignment of an individual contract or a portfolio of contracts.  Alternatively, the estate could pursue back-to-back supply contracts such that Enron remains the counterparty to the original contract, with a long-term supply agreement provided by a third party energy provider.  Payments to the supplier would be secured through a lock-box payment structure where back-to-back suppliers would have first call on the lock-box funds and the estate would sweep the residual funds.




It is expected that we will approach potential bidders with both options, allowing us to pick the highest value proposition for the estate.

Auction Process:
An auction process will be established to ensure an open and transparent process that will yield the highest value for the estate.  The general process will be structured as follows:

Phase 1:     4 weeks
· Identify Assets 
· Legal Review of Contracts 
· Construct Data Room 
· Identify Universe of Prospective Bidders 
· Draft Teaser & Confidentiality
Phase 2 :    1 week

· Make Initial Contacts

· Execute Confidentiality Agreements

· Send Teaser 

Phase 2 :    4 weeks

· Contract Review by Prospective Bidders 

· Submission of Bids

· Selection of Final Bid or Bids

· Execution of Closing Documents

The portfolio will be marketed in several different ways including:  Total Portfolio, East & West Portfolios, Sub Region portfolios and Individual Contracts.

Execution of final documentation will be subject to, among other things, Bankruptcy Court Approval, appropriate approvals under FERC and Hart, Scott, Rodino.

Commercial and Legal Constraints

The plan for extracting the value from the portfolio is impacted by several commercial and legal constraints.  A process is underway to optimize the value within these constraints.  A list of some of the potential constraints can be summarized as follows:

· Counterparties are not utilizing their right to terminate because they do not have economic access to cash to pay the termination amount

· Terminatation of contracts by Enron due to default from a counterparty may force the counterparty into bankruptcy and jeopardize value recovery for the estate

· Contracts may have restrictive assignment clauses which make assignment structures expensive

· Contracts may have restrictive confidentiality agreements which need to be taken into account in the disposition of the contracts

· Pursuing assignment of contracts in exchange for cash may be difficult in current tight credit market

· Assignment of contracts will require appropriate approvals under FERC and possibly Hart, Scott, Rodino.

· Contract value is exposed to significant market risk until terminated or assigned.  Due to the rainfall in the northwest, several contracts are benefiting from a depressed power price that could change significantly over the next couple weeks to months.

· Hedging the existing contract value could have a significant adverse affect on the value of the portfolio.  The illiquidity of the long-term power market and the attendant difficulty of executing hedges of several long-term positions within the portfolio could present unacceptable depletion of contract value.

· Legal Constraints. . . . .  
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