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OPEN – how does logistics receive the info on a timely basis
General

There are two types of terminations: pre-bankruptcy filing and post-bankruptcy filing.  This document maps the process flow for the terminations requested by counterparties entered into post-bankruptcy filing.

Step 1 – receiving the termination request from the counterparty - Documentation: 

1) The majority of the termination letters have been faxed from the counterparty to the documentation departments.  These departments hand carry the letters/faxes to the legal department.  The legal department has a complete set of letters from all departments. (note to discuss with kim – some of her depts. Are not keeping copies – should they?)
2) In order to properly terminate a deal, legal requires a copy of the contract.  The documentation department is responsible for supplying contracts (currently warehoused in Livelink) at the request of legal.  

Step 2 – terminating a contract - Legal

The legal department is responsible for entering into all terminations.  Susan Bailey (713 853 4737) is the key legal contact. Additionally, Steve Vanheuser is responsible for EIM. Cynthia Harkness is responsible for EBS.

Sue keeps a spreadsheet entitled “Letter Log” (sample copy attached) with the following information:

	Tab
	Description

	Letter Log
	A log of letters incoming and outgoing requesting credit information from Enron.

	Margin Letters
	Margin owed to Enron or owed by Enron??

	Adequate Assurances
	Not used yet

	Default
	Not used yet

	Performance suspension
	Not used yet

	Other
	Not used yet

	Termination
	This section lists the counterparty, contract type, Enron entity who had entered into the contract, the amount of the contract, date of termination, margin posted to or by Enron, whether the legal department agrees with the termination, and any related comments


Step 3 – terminating a contract - Documentation

Once at day, Kim Theriot (ENA documentation) receives the letter log from the legal department and passes it to:

· the power documentation group (Melissa Murphy)

· the financial gas documentation group (Diane Andersen)

· the physical gas documentation group (Ellen Morenward)

· the ____ group, (Stacey Richardson)

· EBS (Al Miralles)

· The physical EGM group (Michelle Bruce) has mostly spot or individual term deals so the need to query all deals per contract really doesn’t exist.  They are able to give risk the list of contracts.

· The physical EIM group (Kristin Hansen, Mike Moscoso, Melissa Carter) has mostly spot or individual term deals so the need to query all deals per contract really doesn’t exist.  They are able to give risk the list of contracts.
· EES is not performing terminations.  Instead, they are performing rejections which have a different process (key contacts Brenda Herod, Scott Mills, Kristin Albrecht) 

The documentation groups perform the following for the items on the termination tab:

1) Each group will identify under which contracts they have deals

2) They pull the contract from Livelink and agree the terms to the Letter log

3) They run a report that lists all deal numbers associated with a contract

4) All deals with forward flow (forward flow is designated as flow/positions after Dec 1, 2001) are identified, and the ones that have been terminated are listed in a schedule and sent to the risk department

 Step 3 – terminating a contract – Risk

General - Each risk group has set up bankruptcy books in both their risk system as well as RMS.  These books hold deals that have been terminated.  The deals are removed from any position and VAR reporting, but are still available for credit purposes.

Steps

Each day, the documentation departments give a list of terminations to the risk groups.  The risk groups require the following information:

· deal number

· counterparty

· deal termination date

Before the deal is terminated it is either in the money, at the money, or out of the money, most likely has a position associated with it, a related Value at Risk, and credit exposure.

Enpower

When the contract is terminated, each deal under the contract is split into two deals – 1) the position from inception through to termination date and 2) from termination date through to the end of the deal term (the “forward portion”).

Risk will move the forward portion from the book and move it to the bankruptcy book.  This is done at the value that was in the book at the date the deal was terminated.

All deals are then recorded on schedule E “liquidations schedule” and the accounting department will ensure that the appropriate gain or loss is taken on these positions.

Each time risk receives an updated terminations listing from documentation, they compare the positions in the book prior to terminations (“old calc”) against the positions in the book after terminations (“new calc”) to compare counterparties in each calc and ensure that counterparties that have terminated are not listed in the new calc.

TAGG/ERMS

When the list of deals to be terminated is received from the documentation department, risk works with the IT department to run a batch process to remove the deals from the book into the bankruptcy book.  The specific process that IT runs ensures that the value of the liquidated portion of the deal remains in the books as an “old calc”.  Since this process is run at a batch level, risk is not able to liquidate deals at the termination date, rather the deals are moved at the value of the deal the date the batch process was run and deal was moved.

All deals are then recorded on schedule E “liquidations schedule” and the accounting department will ensure that the appropriate gain or loss is taken on these positions.  

Each time risk receives an updated terminations listing from documentation, they compare the positions in the book prior to terminations (“old calc”) against the positions in the book after terminations (“new calc”) to compare counterparties in each calc and ensure that counterparties that have terminated are not listed in the new calc.

