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Deal Name: Starburst


ENRON RISK ASSESSMENT AND CONTROL

 DEAL APPROVAL SHEET

DEAL NAME:  Starburst

Counterparty:  Arcor S.A.I.C.

Business Unit: ESA

Business Unit Originator: Jeff Kabel/Don Black

Public
(Private

Merchant
(Strategic

(Conforming
Nonconforming
Date DASH Completed:  June 7, 2000

RAC Analyst:  Bill McKone
Investment Type:  Equity

Capital Funding Source(s):  Balance Sheet

Expected Closing Date:  June 8, 2000

Expected Funding Date: September, 2000

Board Approval: Pending  Received  Denied  (N/A

RAC Recommendation: (Proceed with Transaction    Returns below Capital Price   Do not Proceed

APPROVAL AMOUNT REQUESTED

Capital Commitment:       

Acquisition price 






US$ 12.0 million

Transaction costs






US$  0.4 million

Tax on acquisition price –VAT (*) & Stamp taxes-


US$  0.8 million
Total







US$ 13.2 million

*  The VAT credit is recouped during the first 4 to 5 years of the project.

EXPOSURE SUMMARY

This transaction:

US$  13.2 million


Total Argentinean Exposure*
US$    1.0 billion 

* Includes TGS- US$500 million, Power and Gas trading books- US$ 10 million, Azurix - $500 million

DEAL SUMMARY

ESA is proposing to purchase a 70 MW combined cycle plant located in Córdoba, Argentina. The transaction will be structured as an asset purchase of US$12.0 million.  In addition, US$0.8 million (as described below) would be incurred to cover VAT taxes and development costs. Ownership of the plant will not transfer until after Argentine regulatory approval is received from the Argentine Anti-Trust Commission anticipated no later than September of 2000.The current owner of the plant is Arcor S.A.I.C; a family controlled Argentine food conglomerate, with sales of $2.0 billion.

TRANSACTION SOURCES AND USES OF FUNDS


Sources ($ MM)
                                        Uses ($ MM)

Enron Equity
13.2
Purchase Price
12.0



Transaction costs
0.4



 VAT credit
0.8

Total
13.2

13.2

RETURN SUMMARY (000’s)


















































At a RAC discount rate of 20.90%, the NPV is a positive $73,000.

Return Components:
PV @

Capital Price
Cumulative

IRR

Capital Price Components


Cash Outflows
($ 13,220)
NA

Risk free rate (%):
6.49%

Fees
NA
NA

Equity/Credit premium (%):
5.02%

Intermed. Cash Flows
$ 12,370
19.01%

Country Premium (%):
7.69%

Terminal Value
$ 923
21.03%

Transaction-Specific (%):
1.70%

Total NPV
$ 73
21.03%

RAC CAPITAL PRICE:
20.90%
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TRANSACTION DESCRIPTION

ESA is proposing to purchase a 70 MW combined cycle plant located in Córdoba, Argentina for a total cost, including taxes and transaction costs, of approximately $13.2 million.  The transaction will be structured as an asset purchase. Ownership of the plant will not transfer until after the contractual conditions precedent are met including Argentine regulatory approvals from the Argentine Anti-Trust Commission  anticipated no later than September of 2000.The current owner of the plant is Arcor S.A.I.C; a family controlled Argentine food conglomerate.

As described above, the actual transfer of the asset will not occur until Enron receives approval from the Argentine Anti-Trust Commission.  In consideration of the delay in the transfer of the asset, Arcor will write Enron a no cost financial call option with a strike price of $24.50/MWh settled monthly at the Cordoba node on the assets’ generation as published by CAMMESA [(Total Spot Revenues + Total Spot Capacity Payments)/Total Spot Generation - $24.50] * (Total Spot Generation)) for a term commencing on the date of commercial close of the Asset Purchase Agreement until and including  September 30,2000.  

The power plant was originally manufactured in Germany in 1972 and was overhauled in 1995.  It operates with a heat rate of 8,950 Btu/kWh and a marginal cost of approximately $14.50/MWh. The plant’s average availability during 1999 was 95% and over the last 3 years its average load factor was approximately 85%.

The plant has a PPA with Empresa Provincial de Energia de Cordoba (“EPEC”) for 6.5MW at $37.9 MWh (escalated by inflation) that expires on May 1, 2005. The balance of the plant’s capacity will be sold into the Argentine wholesale energy market at spot prices.  

Additionally, Enron Comercializadora will sign an 3-year PPA for 6.5MW at $30MWh with Arcor effective at the time of ownership transfer.

Currently, the plant has a gas contract with Ecogas, an Argentine LDC, that expires in December 2002.  ESA intends to terminate this agreement prior to its expiration date and sign a new gas supply and transport agreement with the Argentine Gas Book. 

ESA will be able to exercise NOL tax credits that will expire if unused within the next five years. The exercise of these NOL’s is contingent upon having positive net income, which the plant is projected to have in year 2000, and every year thereafter.   The value of these tax credits is approximately $2.5 million (PV @15% $1.7 million). Without the tax credits the deterministic IRR of the project would decrease by 340 basis points.
Sovereign Analysis

It does not appear likely that the new president, Fernando de la Rua, will change the currency regime, which maintains the peso at a 1:1 relationship to the dollar.  However, support of the convertibility law will require a tightening of fiscal policy, which could slow an economic recovery.  The elections in October resulted in a shift of political power away from the Peronist party to the center left coalition Alianza party. However, the Peronists still control the senate which will likely complicate the Alianza’s political agenda. 

Argentine GDP fell 3.8% in 1999 versus 3.9% growth in 1998.  Economists are forecasting 2.4% and 4.4% growth in 2000 and 2001, respectively.  Argentine CPI fell by 1.9% in 1999 and a further decline of 0.3% is expected in 2000.  The unemployment rate in Argentina stands at 14%.  

Country Ratings:

S&P

Moody’s


Fitch

EIU

E-Rating

BB

B1

                            
BB

C

8

Industry Analysis

Currently, Argentina has approximately 20,350 MW of installed generation capacity with a power mix of 10% nuclear, 43% hydroelectric and 47% thermo.  Between 1997 and 1999, electricity demand has grown by 5.6%, 5.4% and 4.7% YoY, respectively.  

The electric industry in Argentina is set up to allow a long-term contract and spot market for purchase/sale agreements.  The decision to dispatch a generator is determined by its marginal cost, not heat rate, mainly because generators have different fuel costs owing to widely varying gas transportation costs (i.e. widely varying proximity to supply).  Arcor is favorably located to the load center and to supply sources.  In addition, Argentina has a price stabilization fund set up for distributors to help offset extreme hourly price volatility.  Two government agencies, CAMMESA and ENRE, are responsible for regulation application and development, respectively.

TRANSACTION UPSIDES/OPTIONALITY

1) The returns include an “optionality” value of $1.2 million (after-tax) that represents the NPV of daily price volatility not captured by the monthly price curve.  This optionality was quantified with models run by the Research Group. The full value of this optionality was quantified at $ 2.4 MM to $ 3.4 MM (pre-tax):

a. 
Basic optionality of $ 1.2 MM: This figure is based on 10% volatility on the current forward curve.

b. 
Extreme events optionality value range:  $1.2MM -  $2.2MM.  Extreme events are defined as lack of alternative fuel, transmission line constraints, excessive cold temperatures, and excessive droughts.

2) Municipality taxes: the model assumes that the plant will pay Municipality Taxes beginning in 2004 at the regulated rate of 10%. In Argentina, it is very common that big industrial companies, such as power generators, negotiate a lower effective tax rate with each Municipality.  A reasonable value (according to the research done by the Argentine Gas Trading Desk) is in the range of 5%.  The value of this upside is $1.1 MM.  

EXIT STRATEGY 

A terminal value of $ 12MM was calculated in 2014 using a 4x multiple on 2014 EBITDA.  In a worst case scenario, the plant has an estimated break-up value of $8 million.

RISK MATRIX 

 DESCRIPTION
MITIGATION/COMMENTS

Energy Price Risk

If future Argentine energy prices are below the forward curves used in the model, returns will be less than currently projected. 


· The model assumes that out of the 70 MW of capacity of the plant, 57 MW will be merchant capacity during the first 3 years of operation.  In 2003, the Arcor PPA will expire and an additional 6.5 MW will become merchant capacity.  In 2005, the EPEC PPA will expire and the entire 70 MW of capacity will be sold in the wholesale market.  The merchant portion of the plant’s revenues will be exposed to energy price risk.  

· The plant is early in the dispatch order.  Plants are dispatched by order of marginal cash cost.

· The power price curve used to value the project grows each year by 1% to 1.5% during the forecast period.  

· The returns include an “optionality” value of $1.2 million that represents the value of daily price volatility not captured by the monthly price curve.  In the event that energy prices do not increase as expected during the extreme event demand spikes, the projected returns would decrease.   

· The economic model includes the  intrinsic value of the no cost financial call option ($558k) given to Enron in lieu of the delay in the transfer in the asset.

Operational risk

The risk that the availability rate (projected at 93%) and the dispatch rate (projected at 96%) are lower than projected. Lower availability and dispatch rates would result in lower revenues.   


· Latest engineers’ numbers show availability of 93%.  The timing and amount of maintenance downtime was provided by engineering and is included in the availability calculations in the model.
· A cooler tower/fogger, designed to improve availability, will be installed after transfer of ownership to Enron.  The cooler tower will add 3.3 MW to 4.3 MW of capacity to the plant. 

· Regarding dispatch rates, the deal team’s long-term market expectations, including increased competition from more efficient power plants, are incorporated in the long-term Argentine forward power curve.    

· In the long run, NOX abatement equipment/modifications will not have a detrimental effect on the heat rate.  

· The plant manager and staff of this plant, which has had one of the highest availability rates in Argentina, will be retained after the purchase.
· Arcor will not guarantee the state of the assets or performance of the plant after transfer of ownership.   Enron will have full access to the plant between execution of the Agreement and transfer of ownership.  Enron will have the option of terminating the Agreement before transfer of ownership depending on the result of the additional due diligence.

Credit Risk

Risk that counterparties fails to make contracted payments.  

· EPEC is a province-controlled utility that has not delayed payment to the plant since the current PPA has been in place (i.e. 4.5 years).  No credit ratings are available for this entity.  The EPEC credit ratings may be greatly enhanced in the near future as it could be privatized in the coming years.

· Under the current EPEC PPA, the Bank of the Province of Cordoba guarantees payments.  No credit ratings were found for this entity.

· Arcor is a diversified food conglomerate. Since Arcor is not rated internationally, its credit rating is capped at the sovereign rating.

Gas Price Risk

Risk that gas prices are higher than projected.  


· Gas and transportation costs are not pass-throughs.  The plant will be taking fuel risk. 

· ESA’s Argentine Natural Gas Book will be managing the fuel supply/risk and transportation. Some gas contracting will be necessary to hedge the fixed price PPA’s. 

· The cost of gas is represented by a fixed transportation component and a $/Mt commodity component.  The model assumes that gas prices, under the new gas contract starting July 1, 2000, will be $1.20/btu-summer and $1.37/btu-winter.  These prices are escalated by 1% p.a.  If future gas prices are higher than projected, the returns will be adversely affected.  There is significant excess gas in the region currently.

· The model assumes that the fixed transportation costs in the new GSA contract decline from $1.8 million annually to $0.4 million annually.  The current contract can be legally terminated in 6 months.  ESA believes it can negotiate the $0.4mm annual price or build a physical bypass for a cost equivalent to the NPV of the lower price.  

Variable and Fixed Cost Risk
· Fixed and variable costs included in the model are based on Enron engineering estimates.
· The model assumes $ 2.6 million of capitalized expenses during year 2000, which corresponds to the cooler/fogger installation. 



Environmental Risk
· Existence of administrative proceeding in connection with plant non-compliance with NOx emissions.  Enron should receive guidance prior to date of ownership transfer if plant modifications described below will satisfy Regulatory Agency requirements
· The plant may be out of environmental compliance with regulatory standards for a period of 2 months out of the year at most 5 to 8%.  Enron has received a formal GE proposal for plant modifications that would provide NOx emission reductions of 15% -20% for a cost of $1.65mm installed  (included as a capital expenditure in the model).  Upon equipment procurement GE has informed Enron in writing that it would guarantee the associated Nox reduction.

KEY SUCCESS FACTORS


NA
Poor
Excellent

Core Business


                                  X

Strategic Fit


                X    

Upside Potential


     X

Management


                                 X

Risk Mitigation

                                 X        


OTHER RAC COMMENTS: 
Strategic Rationale

ESA’s principal strategic rationale for acquiring this generation asset is its value as a physical hedge against upward price changes. In addition, the plant will allow Enron to take greater advantage of gas/power arbitrage.  Even absent this physical hedge benefit, on a stand-alone basis, the return of 21.03% is slightly above the capital price of 20.90%, yielding a positive NPV of $73,000.  The plant is favorably positioned in the dispatch order and no unusual risks are associated with this plant.

APPROVALS

Name

Signature

Date

Region Management

Jim Bannantine/Diomedes Christodoulo





Region Legal

Randy Young





RAC Management

Rick Buy/David Gorte





Enron Global Finance

Andy Fastow/Ben Glisan





Office of the Chairman

Joe Sutton





Global Finance Summary (addendum to DASH)

1. Transaction Summary



Amount ($000)

Total Deal/Project Capital Commitment
 

Less: Financing
-0-

Less: Syndication
-0-

Net Enron Investment









2. Investment terms and pricing:

( Market
( Above Market
( Below Market
Describe (if necessary):




3. Financing terms and pricing:


( Market
( Above Market
    ( Below Market
Describe (if necessary):




4. Legal or practical liquidity restrictions:
( Unrestricted    ( Legally Restricted    ( Practically Restricted
Describe (if necessary):




5. Any recourse to Enron (other than investment):
( Recourse

( No Recourse
Describe (if any):




6a. Business unit intent to syndicate:


( None

( Partial

( All
Describe (if necessary):




6b. Intended Enron hold period:





6c. Likely Syndication Market:


( Industry/Strategic Partner
( Direct Private Equity

( Capital Markets

( JEDI 1

( JEDI 2


( Enserco

( LJM 1 or 2


( Condor
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( Other:


( Margaux

6d. Is this a JEDI 2 “Qualified Investment”?

( Yes


( No
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Global Finance Representative:






        Signature


     Name (Printed)

Date
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		RAC INVESTMENT VALUATION SUMMARY

		Valuation Date								Starburst

		Use Central (1) or Local (0)				0				Equity

		Central Valuation date				4/30/00				All $ in 000s

		Local				6/7/00												RAC Investment Valuation Approval:

		Outstanding Principal as of Valuation Date								Indicate status:

						$   - 0						Prepared by:		William McKone

				VALUATION SUMMARY

		Results of alternative valuations. Include comps.

		Comparable Argentine Thermoelectric Generators

		Company				EV/LTM EBITDA

		Central Puerto (Argentina)				4.8

		Central Costanera (Argentina)				3.0

		Average				3.9		DCF Value		Difference

		Starburst Implied Equity Value (2000 EBITDA)				13,224		13,460		(236)

		Discount Rate Required to arrive at Market Equity Value						21.3%

		Appropriate valuation method(s) for the transaction

		I feel that a DCF valuation is an appropriate method to value this project because of the predictability of cash flows associated with base/cycling load power generators,

		such as Starburst.  The model assumptions, while somewhat aggressive, have been thoroughly examined by Enron engineering and appear to be reasonable.

		In addition, the market multiples suggest that the DCF equity value lies within a reasonable range.

		Explanation of materially positive/negative NPV.  What is the value proposition or the source of above-market returns?

		Are there any mileposts (technological, commercial, developmental) that could indicate recognition of additional value?

				PROBABILISTIC DCF RESULTS

		Probabilistic DCF		Cumulative		PV @ Capital				Discount Rate Components				Historic Pricing				Current Pricing

		by Component		IRR		Price								Initial		Prior		Strategic		Strategic		Diff.

		Cash Outflows + Outstanding		NA		$   (13,220)				Risk-free rate				6.80%		0.00%		6.80%		6.80%		0.00%

		Fees		-100.00%		$   - 0				Country premium				0.00%		0.00%		0.00%		0.00%		0.00%

		Ongoing Cash Flows		19.01%		$   12,370				Equity premium				5.02%		0.00%		5.02%		5.02%		0.00%

		Terminal Value		21.03%		$   923				Credit spread (structured credit)				0.00%		0.00%		0.00%		0.00%		0.00%

		Total		21.03%		$   73				Sector adjustment				0.00%		0.00%		0.00%		0.00%		0.00%

										Other				9.08%		0.00%		9.08%		9.08%		0.00%

		Semivariance - +/-		0.387						RAC Capital Price (All-in)				18.70%		0.00%		20.90%		20.90%		0.00%

		DCF Cash flow model:		O:\ECM\RAAP\$OPNDEAL\ESA\Arcor\Pricing_0100\CASH_Arcor_040300.XLS

		Run file:		O:\ECM\RAAP\$OPNDEAL\ESA\Arcor\Misc\RUN_Arcor_040300.XLS

		Cash flow template:		O:\ECM\RAAP\$OPNDEAL\SOUTHERN CONE Deals\Arcor\Priced_0100\[Valsum_Starburst_060600.xls]Summary

				Preparation date & time:		6/6/00 8:35 PM

				ADDITIONAL DATA

		Statistics - IRR Distribution								PV Components		Strategic

		P5				16.29%						%		NPV		PV		%		NPV		PV		Diff.

		Expected				20.58%				Undiscounted		0.00%		$   34,602		$   34,602

		P95				24.27%				Risk-free		6.80%		$   14,760		$   14,760		6.80%		$   14,760		$   14,760		$   (0)

		Standard deviation - IRR				6.75%				Risk-free + sovereign		6.80%		$   14,760		$   14,760		6.80%		$   14,760		$   14,760		$   - 0

		Standard Error				0.21%				Rf + sov. + equity/sector		11.82%		$   7,279		$   7,279		11.82%		$   7,279		$   7,279		$   - 0

		Coefficient of variability (Standard Error)				1.04%				Rf+sov+equity/sector+CR		11.82%		$   7,279		$   7,279

		Skewness - IRR				-13.212				RAC Capital Price		20.90%		$   73		$   73		20.90%		$   73		$   73		$   - 0

		Errors				0

										Shift Factors

		Statistics - NPV at Risk Free Distribution								Country Price				0.00%

		P5				$   8,569				RAC Capital Price				0.00%

		Expected				$   14,760

		P95				$   18,704				Average Life = 8.9 years

		Standard deviation				$   3,572

		Expected - P5 (SDs)				1.733				Test stats				Crit.

		P95 - Expected (SDs)				1.104				Skew - NPV Rf		-2.185		positive

		Coefficient of variability				24.20%				Plus Raroc (Rf)		0.267		bigger

		Standard Error				$   113				Upside/Invmt		13.65%		bigger

		Coefficient of variability (Standard Error)				0.77%				Exp/Invmt		0.55%

		Skewness				-2.185				Downside/Invmt

		Kurtosis				7.911				Expected Exit Year		12/31/14

		Other Statistics

		Remaining weighted average life				8.925

		"Excess" Return (IRR-Rf)				13.79%

		Risk premium (ECM-Rf)				14.10%

		Sharpe index				2.043

		RAROC Index (10%)				1.98

		RAV				$   10,176

		RADR				6.80%

		Est. QVAR at Capital Price				382.227
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Adjusted for Sovereign Premium
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Average Life = 8.9 years

Expected cumulative cash flows

Cumulative P5

Cumulative P95

Outflows

Fees

Ongoing

Terminal Value

Years

Cash Flow Summary
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0

jpage:
The coefficient of variability of the standard error should be less than 5%.

jpage:
The coefficient of variability of the Standard Error should be less than 5%.

Expected value of IRRs

IRR of average cash flows

Must be filled in for initial pricing

Must be filled in if valuation date = date of first cash flow.  Now input as a positive
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Expected

NPV @ Risk-Free Rate
Adjusted for Sovereign Premium
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Average Life = 8.9 years

Expected cumulative cash flows

Cumulative P5

Cumulative P95

Outflows

Fees

Ongoing

Terminal Value

Years

Cash Flow Summary
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NOTE:  THE SOURCE DATA PARAMETERS MUST BE UPDATED FOR THE CASH FLOW SUMMARY GRAPH BELOW.  THE DEFAULT SETTING CUTS OFF AT YEAR 2007.  EXTEND THE RANGE TO COVER THE TENOR OF YOUR DEAL.
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Summary

						RANGE COLOR CODES

						Required user inputs

						Linked file references.  Must be present for stress-testing.  Overwrite if inapplicable

						Formula area not currently in use

		RAC INVESTMENT VALUATION SUMMARY

		Valuation Date								Starburst

		Use Central (1) or Local (0)				0				Equity

		Central Valuation date				4/30/00				All $ in 000s

		Local				6/7/00												RAC Investment Valuation Approval:

		Outstanding Principal as of Valuation Date								Indicate status:

						$   - 0						Prepared by:		William McKone

				VALUATION SUMMARY

		Results of alternative valuations. Include comps.

		Comparable Argentine Thermoelectric Generators

		Company				EV/LTM EBITDA

		Central Puerto (Argentina)				4.8

		Central Costanera (Argentina)				3.0

		Average				3.9		DCF Value		Difference

		Starburst Implied Equity Value (2000 EBITDA)				13,224		13,460		(236)

		Discount Rate Required to arrive at Market Equity Value						21.3%

		Appropriate valuation method(s) for the transaction

		I feel that a DCF valuation is an appropriate method to value this project because of the predictability of cash flows associated with base/cycling load power generators,

		such as Starburst.  The model assumptions, while somewhat aggressive, have been thoroughly examined by Enron engineering and appear to be reasonable.

		In addition, the market multiples suggest that the DCF equity value lies within a reasonable range.

		Explanation of materially positive/negative NPV.  What is the value proposition or the source of above-market returns?

		Are there any mileposts (technological, commercial, developmental) that could indicate recognition of additional value?

				PROBABILISTIC DCF RESULTS

		Probabilistic DCF		Cumulative		PV @ Capital				Discount Rate Components				Historic Pricing				Current Pricing

		by Component		IRR		Price								Initial		Prior		Strategic		Strategic		Diff.

		Cash Outflows + Outstanding		NA		$   (13,220)				Risk-free rate				6.80%		0.00%		6.80%		6.80%		0.00%

		Fees		-100.00%		$   - 0				Country premium				0.00%		0.00%		0.00%		0.00%		0.00%

		Ongoing Cash Flows		19.01%		$   12,370				Equity premium				5.02%		0.00%		5.02%		5.02%		0.00%

		Terminal Value		21.03%		$   923				Credit spread (structured credit)				0.00%		0.00%		0.00%		0.00%		0.00%

		Total		21.03%		$   73				Sector adjustment				0.00%		0.00%		0.00%		0.00%		0.00%

										Other				9.08%		0.00%		9.08%		9.08%		0.00%

		Semivariance - +/-		0.387						RAC Capital Price (All-in)				18.70%		0.00%		20.90%		20.90%		0.00%

		DCF Cash flow model:		O:\ECM\RAAP\$OPNDEAL\ESA\Arcor\Pricing_0100\CASH_Arcor_040300.XLS

		Run file:		O:\ECM\RAAP\$OPNDEAL\ESA\Arcor\Misc\RUN_Arcor_040300.XLS

		Cash flow template:		O:\ECM\RAAP\$OPNDEAL\SOUTHERN CONE Deals\Arcor\Priced_0100\[Valsum_Starburst_060600.xls]Summary

				Preparation date & time:		6/6/00 8:35 PM

				ADDITIONAL DATA

		Statistics - IRR Distribution								PV Components		Strategic

		P5				16.29%						%		NPV		PV		%		NPV		PV		Diff.

		Expected				20.58%				Undiscounted		0.00%		$   34,602		$   34,602

		P95				24.27%				Risk-free		6.80%		$   14,760		$   14,760		6.80%		$   14,760		$   14,760		$   (0)

		Standard deviation - IRR				6.75%				Risk-free + sovereign		6.80%		$   14,760		$   14,760		6.80%		$   14,760		$   14,760		$   - 0

		Standard Error				0.21%				Rf + sov. + equity/sector		11.82%		$   7,279		$   7,279		11.82%		$   7,279		$   7,279		$   - 0

		Coefficient of variability (Standard Error)				1.04%				Rf+sov+equity/sector+CR		11.82%		$   7,279		$   7,279

		Skewness - IRR				-13.212				RAC Capital Price		20.90%		$   73		$   73		20.90%		$   73		$   73		$   - 0

		Errors				0

										Shift Factors

		Statistics - NPV at Risk Free Distribution								Country Price				0.00%

		P5				$   8,569				RAC Capital Price				0.00%

		Expected				$   14,760

		P95				$   18,704				Average Life = 8.9 years

		Standard deviation				$   3,572

		Expected - P5 (SDs)				1.733				Test stats				Crit.

		P95 - Expected (SDs)				1.104				Skew - NPV Rf		-2.185		positive

		Coefficient of variability				24.20%				Plus Raroc (Rf)		0.267		bigger

		Standard Error				$   113				Upside/Invmt		13.65%		bigger

		Coefficient of variability (Standard Error)				0.77%				Exp/Invmt		0.55%

		Skewness				-2.185				Downside/Invmt

		Kurtosis				7.911				Expected Exit Year		12/31/14

		Other Statistics

		Remaining weighted average life				8.925

		"Excess" Return (IRR-Rf)				13.79%

		Risk premium (ECM-Rf)				14.10%

		Sharpe index				2.043

		RAROC Index (10%)				1.98

		RAV				$   10,176

		RADR				6.80%

		Est. QVAR at Capital Price				382.227



&A

&LVersion 021800&CValuation Summary&R&"Arial,Bold"RAC Investment Valuation



Summary

		-0.9999999998		0

		-0.9578946829		0

		-0.915789366		0

		-0.8736840491		0

		-0.8315787321		0

		-0.7894734152		0

		-0.7473680983		0

		-0.7052627814		0

		-0.6631574645		0

		-0.6210521476		0

		-0.5789468307		0

		-0.5368415138		0

		-0.4947361969		0

		-0.45263088		0

		-0.410525563		0

		-0.3684202461		0

		-0.3263149292		0

		-0.2842096123		0

		-0.2421042954		0

		-0.1999989785		0

		-0.1578936616		0

		-0.1157883447		0

		-0.0736830278		0

		-0.0315777109		0

		0.0105276061		0

		0.052632923		0

		0.0947382399		0

		0.1368435568		0

		0.1789488737		P5

		0.2210541906		Expected

		0.2631595075		P95

		0.3052648244		0



&A

Page &P

IRR Distribution

0.002

0

0

0

0

0

0

0

0

0

0

0

0

0

0.001

0.001

0

0

0

0

0

0

0.001

0.001

0

0.003

0.005

0.013

0.059

0.059

0.567

0.567

0.347

0.347

0



		-6002.2648438422		0

		-5081.1408158553		0

		-4160.0167878685		0

		-3238.8927598816		0

		-2317.7687318948		0

		-1396.6447039079		0

		-475.5206759211		0

		445.6033520658		0

		1366.7273800526		0

		2287.8514080395		0

		3208.9754360263		0

		4130.0994640132		0

		5051.223492		0

		5972.3475199869		0

		6893.4715479737		0

		7814.5955759606		0

		8735.7196039474		P5

		9656.8436319343		0

		10577.9676599211		0

		11499.091687908		0

		12420.2157158948		0

		13341.3397438817		0

		14262.4637718685		0

		15183.5877998554		Expected

		16104.7118278422		0

		17025.8358558291		0

		17946.9598838159		0

		18868.0839118028		0

		19789.2079397896		P95

		20710.3319677765		0

		21631.4559957633		0

		22552.5800237502		0



&A

Page &P

Expected

NPV @ Risk-Free Rate
Adjusted for Sovereign Premium
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Average Life = 8.9 years

Expected cumulative cash flows

Cumulative P5

Cumulative P95

Outflows

Fees

Ongoing

Terminal Value

Years

Cash Flow Summary
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0
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The coefficient of variability of the standard error should be less than 5%.

jpage:
The coefficient of variability of the Standard Error should be less than 5%.

Expected value of IRRs

IRR of average cash flows

Must be filled in for initial pricing

Must be filled in if valuation date = date of first cash flow.  Now input as a positive
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Expected

NPV @ Risk-Free Rate
Adjusted for Sovereign Premium
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Average Life = 8.9 years

Expected cumulative cash flows

Cumulative P5

Cumulative P95

Outflows

Fees

Ongoing

Terminal Value

Years

Cash Flow Summary
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NOTE:  THE SOURCE DATA PARAMETERS MUST BE UPDATED FOR THE CASH FLOW SUMMARY GRAPH BELOW.  THE DEFAULT SETTING CUTS OFF AT YEAR 2007.  EXTEND THE RANGE TO COVER THE TENOR OF YOUR DEAL.


