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Gail’s Points:   Structure is generally OK, but
		     we need to be aware of the following:

1) Gain Recognition is in jeopardy per FASB 66 if
Enron were to guaranty performance or financial
cash flows to the Investment Trust.   We would
not pass the test of truly having sold our interests.

2) Capacity Off-take contracts must be structured
and blessed as Executory Contracts and not as
Lease Contracts.   Accounting Standards are 
difficult to define, but include being cognizant of  
exerting too much control over the Storage Operations,
such as providing the EPC Contract, the O&M
Contract and having > 50% capacity off-take postion.
The capacity contracts must include LD language and
shun storage facility operating risk exposure.

General Notes:

1) The Investment Trust can be funded by all debt but the
contribution to the project will be considered equity and 
not debt, since debt  would come onto Enron’s balance sheet.
 
image1.wmf
30% 

Equity

Dividend


