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[Enron Europe headed paper]

Ilma. Sra. Dª. Carmen Becerril Martínez
Directora General de Política Energética y Minas
Ministerio de Economía
Paseo de la Castellana, 160
28071 Madrid
[date] 
	Ilma. Sra. Becerril,
	We would like to reiterate Enron Capital and Trade (ECT) Europe’s technical and financial support of Enron España Generación, S.L.'s project for the development of a 1200 MW power plant in Arcos de la Frontera (Cádiz) (the "Project"), as expressed in our letter, dated 13th April 2000 (contained in Annex 2 of our application for the Project’s Administrative Authorisation), and as per our meeting with the Minister of Economy, Mr. Rodrigo Rato, on 15 December 2000.  
For Enron, the Project represents a milestone in its plans for enhancing its current participation in the Spanish energy markets, and in particular, with regard to electricity production. To that end, Enron is committed to allocate the resources that it believes appropriate to seek the success of the Project, and it is prepared to bear many of the Project’s commercial risks through long-term contracts and equity participation. 
The terms of the Project’s Authorisation, dated 5 July 2000 contemplate a minimum equity requirement of 10 percent, and a minimum aggregate level of equity plus subordinated debt of 20 percent, for the purpose of evidencing the economic and financial capability of the company developing the Project. Taking into consideration the changes introduced by Art. 121, 3.c) of the Royal Decree 1955/2000, dated 1st December, 2000, Enron believes that the Project’s economic and financial viability will be equally satisfied as follows:
· A capitalisation representing 5 percent of the total investment costs, and an aggregate level of capitalisation plus subordinated debt of 13 percent have been identified by Enron and two leading banking institutions as the optimal financial structure to ensure an economically efficient and competitive realisation of the Project. Indeed, Enron considers that any other financial structure will make the Project to sensibly depart from the competitive edge.
· Enron has negotiated with two leading bank institutions the remaining financing necessary for the Project, relative to minimum levels indicated in the Authorisation of 5 July 2000, which exceeds the thresholds indicated in the Authorisation itself.
· Furthermore, Enron’s commitment to the Project is well evidenced since an Enron affiliate has been awarded the Engineering, Procurement and Construction contract (the "EPC Contract"), which contemplates substantial liquidated damages (up to 35 percent of the EPC costs) payable to Enron España Generación, S.L., in case of shortfall of performance, delays, etc… in the construction. Therefore, Enron believes that these liquidated damages provide an additional guarantee of the financial viability of the Project. 
Therefore, and for the purposes of proceeding ahead with the Project, we request confirmation from the Directorate General for Energy Policy and Mines that the Project’s economic and financial capability is thus deemed to be satisfied on the basis of the arrangements exposed above, pursuant to Art. 121.3c) of Royal Decree 1955/2000, dated 1st December, 2000.

Yours sincerely,

	[...]
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