Draft 3 – Includes feedback from ETS Legal, Finance and Corp PR
$1 Billion Line of Credit – Nov. 2

What exactly is this transaction?

Enron executed a commitment letter with JP Morgan and Salomon Smith Barney that will provide us with an additional secured credit line worth $1 billion.  

What is a commitment letter?

A commitment letter enables Enron to drawn on the line of credit as needed.

A commitment letter informs the prospective borrower (NNG and TWP) of the banks commitment to provide financing, subject to customary terms and conditions and final due diligence.  The commitment letter itself does not allow Enron to draw on the line of credit; the actual revolving credit facility will be the document that will enable us to do this.

Why did Enron do this?

We did this to supplement short-term cash obligations and refinance maturing obligations.  

The pipelines are not being sold.  Enron is only using these for this new credit line.

Why is Enron using the pipelines as collateral for these transactions?

Secured financing like this provides an expeditious way to increase liquidity and restore confidence.  Enron’s Northern Natural Gas and Transwestern Pipeline provide tremendous value to Enron.  We are using this value to address short-term cash obligations and to refinance maturing obligations. 

Does this change NNG’s and TW’s bond ratings?

The ratings of our NNG and TW have also been lowered from A- to BBB.  In S&P’s words, “their ratings [are now] in line with those of the parent company to reflect S&P’s view that Enron’s pipeline assets have become more strategic to the company.”  We don’t anticipate that NNG or TW’s credit ratings will drop below investment grade.



How does this effect expansion activity on both the TW and NNG systems?  

There is no effect on TW or NNG’s daily or future operations.  It’s business as usual for the pipelines. 

Why was FGT not included in this transaction?  Will FGT be used in future transactions?

Enron does not own FGT and as such, does not have the ability to call upon FGT for financing support.  It is possible, however, that Enron may request the owner of FGT (Citrus Corp.) to loan funds to Enron.


Will Northern Natural Gas and Transwestern customers’ cost increase as a result of this transaction?

No.  This is a line of credit and there should be no cost to NNG or TW customers.  The customer rates are not changing.



