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ETOL : Watershed refinancing
Summary of documentation

Background
This refinancing involves the repayment of the mezzanine bridging finance lent by Nat West to ETOL and its replacement with the following financing, by way of private placement in the U.S.:
· subordinated loan of approximately £71.3 million, unsecured
· equity investment of approximately £1.5 million
· put option over the loan and shares back to Enron at year 10 and, if earlier, on a put event
· the aim is to structure the financing so as to achieve off- balance sheet treatment for ETOL.
Attached to this note is a structure chart.  Below is a very brief summary of the main documentation.
The parties
	Abbrieviation
	Name
	Role

	ETOL
	Enron Teesside Operations Limited
	borrower

	Wilton Trust
	Wilton Trust
	investment vehicle for the subordinated investors

	TIL
	Teesside Investments Limited
	vehicle owned by Wilton Trust to hold shares in ETOL

	ECT Europe
	ECT Europe Inc.
	purchaser of subordinated debt under the put

	TOHL
	Teesside Operations (Holdings) Limited
	existing shareholder in ETOL, also purchaser of shares under the put

	ECT Resources
	Enron Capital and Trade Resources Inc.
	hedging provider for currency swaps with Wilton Trust to convert ETOL sterling payments in to U.S. dollar payments to investors

	Enron Corp.
	Enron Corp.
	guarantor of put and hedging obligations

	EEL
	Enron Europe Limited
	guarantor of put obligations



The documents
	
	Document

	
	Intercreditor Deed - between ETOL, TOHL, ECT Resources, ECTRL, Wilton Trust, the Senior Lenders and Nat West (Senior Agent and Security Agent).
This is an amendment of the existing Intercreditor Deed.  It regulates the priority between the senior lenders, the junior creditors (the various Enron entities providing financial support and other services and business) and the subordinated investors.

	
	Subordinated Credit Facility - between ETOL and Wilton Trust.
This documents the subordinated, unsecured loan.  It is largely based (as to warranties, covenants etc.) on the Senior Credit Facility.

	
	Put Option Agreement - between ECT Europe Inc., TOHL and Wilton Trust.
Under this agreement the subordinated investors can put the subordinated loan and/or the indirect shareholding in ETOL back to Enron (the debt to ECT Europe Inc. and the shares to TOHL).  The put right arises on the occurrence of a “Put Trigger Event” (as defined); these involve ‘default’- type events, based on a similar but slightly more extensive list than the “Events of Default” in the senior and subordinated loans, together with a general right to put at or after year 10 and a right to put after year 5 if the ratio between fair market value and outstandings under the subordinated loan is 1.1 : 1.0 or less.  The right to exercise the put is restricted in the first two years.  Payment is based on a fair market value approach.  The right to put the debt and retain the shares arises if at the time of exercise the fair market value is lower than outstandings under the subordinated loan.

	
	ETOL Articles of Association - ETOL.
These have been amended to reflect the required shareholding structure to enable off-balance sheet treatment, and to provide for the contingent equity which was a requirement of the senior lenders under the Contingent Subscription Agreement signed in May 1999 on general syndication.  ETOL will have equal numbers of A Shares (owned by the Enron company TOHL) and B Shares (owned by TIL, a vehicle owned in turn by Wilton Trust).  These shares will have equal voting rights and equal rights to appoint directors, but the A Shares will carry the right to 98.04% of any dividend, and the B Shares 1.96%.  The C Shares (to be used for the contingent equity, if ever required) are non- voting and non- dividend bearing.  The D Shares are also contingent.  They will be issued to regain shareholder and director control for TOHL should the subordinated investors decide to exercise their put option in respect of the debt only and not the shares.

	 
	Shareholders Agreement - between TOHL, ETOL and TIL.
This regulates certain matters between the A Shareholder (TOHL) and the B Shareholder (TIL), such as restrictions on transfers of the B Shares, constitition and proceedings of the board of directors, dividend policy etc.

	
	Administrative Services Agreement - between ETOL, Wilton Trust, TIL and EPOL.
Under this agreement EPOL (an Enron company) agrees to provide certain administrative functions (e.g. book-keeping, tax returns etc.) for Wilton Trust and TIL.  ETOL agrees to pay a fixed fee (indexed) for this.

	
	Trust Agreement - beteen Wilmington Trustee and ETOL.
This is the agreement which constitutes the certificates to be issued by Wilton Trust to the subordinated investors.  It sets out the rights and duties of the trustee of Wilton Trust.

	
	Certificate Purchase Agreement - between Wilton Trust, ETOL and the subordinated investors.
This is the agreement under which the subordinated investors agree to subscribe for the certificates issued by Wilton Trust and authorise Wilton Trust to invest the proceeds in the B Shares (indirectly through TIL) and to make the subordinated loan to ETOL.

	
	Enron Corp. Guarantee - between Enron Corp. and Wilton Trust.
Enron Corp. guarantees the obligations of EEL, which in turn guarantees the obligations of the two Enron companies purchasing the debt and/or equity under the Put Option Agreement.  Enron Corp. also guarantees the obligations of its subsidiary ECT Resources under the hedging arrangements put in place by Wilton Trust to convert sterling proceeds from ETOL in to U.S.dollars for payment under the Certificates.

	
	EEL Guarantee - between EEL and Wilton Trust.
EEL guarantees the obligations of the two Enron companies purchasing the debt and/or equity under the Put Option Agreement.

	      
	Account Charge - between TOHL and Wilton Trust.
In the event of a downgrade of Enron Corp to below investment grade level, TOHL agrees to transfer the dividends it receives on the A Shares in to an account charged to Wilton Trust, against payment by TOHL and ECT Europe Inc. of their obligations under the Put Option Agreement.  In these circumstances ETOL is obliged to dividend up any spare cash, subject to applicable law (and, if also applying at the time, the distribution block contained in the Senior Credit Facility).
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Enron Corporation
100% Equity
ECT Europe
ECTRC
Enron Europe
U.S. Investors
Certificate Purchase Agreement
Enron Guarantee
Trust Agreement
EEL Guarantee
Put Option Agreement
Delaware Trust
Currency Swap (£to $)
EPOL
TOH2L
(U.K.)
TOHL
(U.K.)

TIL
(U.K.)
Adminstration Services Agreement
ETOL
(U.K.)
Subordinated Credit Facility
Class B ordinary shares
50% voting power
(1% equity value)
Shareholders Agreement
Class A ordinary shares: 50% voting power (99% equity value) Class C ordinary shares: 0% voting power (0% equity value) 
Working Capital and Liquidity
Facilities/Intercreditor Deed
Senior Lenders
Senior Secured Credit Facility/Intercreditor Deed
Equity
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