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APPROVAL AMOUNT REQUESTED
· EWC requests approval to sell 100% of its equity interests in Indian Mesa Power Partners I LP and Indian Mesa Power Partners II LP (each a “Project”, or together the “Projects”) to CSWE, a wholly owned subsidiary of AEP for a total of $187.5 million, consisting of $71.5 million of cash and the assumption of $116 million of non-recourse project term debt to be arranged by EWC prior to closing.  The purchase price will be subject to common post-closing price adjustments and any additional adjustments for turbines not qualified for production tax credits.
· Enron to guarantee Enron Wind Constructors Corp’s (the “Contractor”) performance under the EPC contract relating to five-year turbine parts, availability and power curve warranties with the following limits of liabilities.  Such corporate guarantees of substantially similar terms were routinely provided for EWC in prior project sales and none of the guarantees issued have been drawn on.
· Limit on aggregate EPC liquidated damages		50% of the contract price
· Limit on EPC completion delay damages		50% of the contract price
· Limit on EPC power curve liquidated damages		25% of the contract price
· Limit on EPC availability liquidated damages		25% of the contract price
· EWC to guarantee the Contractor’s performance of its warranty obligations under the EPC contract ($182.0M), other than the above; This one-year guarantee on the Balance of Plant is limited to 100% of the contract price in aggregate.  Enron Corp. does not backstop this guarantee.
· EWC to guarantee EWMC’s performance under the O&M Agreements.  This guarantee extends for the duration of the 5-yr O&M Agreement and is limited to the O&M fees paid in the year of occurrence.  Enron Corp. does not backstop this guarantee.
· EWC to provide additional turbine Guaranty during years 6 through 10 to the extent that kWh of electricity are below warranted levels that are not produced as a consequence of the power curve or wind turbine availability (including any offsets) capped at the amount of scheduled principal and interest shortfall on project term debt during the period the claim is due.
· Enron to guarantee EWC’s obligations under the purchase and sales agreements.
· A $100 million guaranty by Enron Corporate of EPMI’s obligations under the PPA has been put in place.  As a condition to closing the financing for the project, the lender (Clarica Life) has required a MAC provision stating that in the event that Enron’s credit rating falls below investment grade, Enron is required to provide alternative means, acceptable to RAC, to cover its guaranty obligation.
DEAL DESCRIPTION
· EWC plans to sell 100% of its equity interests in Indian Mesa Power Partners I LP and Indian Mesa Power Partners II LP to CSWE for a total of $187.5 million.
· Enron Wind Maintenance Corp. (“EWMC”) will enter into an operations and maintenance contract (the “O&M Agreements”) with each Project for annual fees of $14,000 (escalated) per turbine.
· AEP will guarantee the purchaser’s obligations under the purchase and sales agreements.  
· CSWE will guarantee the Projects’ obligations under the O&M Agreements with EWMC and also guarantee warranty fees under the EPC Agreement with the Contractor.  
· EWC’s legal review of the proposed transaction documents did not reveal any residual risks retained by EWC beyond EWC’s normal course of business in turbine construction and sales.


	RETURN SUMMARY
	Specify Levered or Unlevered


· The purchase and sales agreements will be terminated on or before March 31, 2002, if the conditions precedent to closing are not satisfied or waived.  
· Assuming closing on December 31, at the proposed purchase price, the sale will generate a total margin of $35.7 million at closing.  This provides a present value of  $33.4 million discounted at 14.50%. 

CONDITIONS PRECEDENT 
Customary for similar transactions, refer to the conditions outlined in the Letter of Intent drafted by EWC and CSWE and signed by the parties on June 25, 2001.  

MILESTONES
	Event
	By Date

	· Commencement of commercial operations
	December 31, 2001

	· PSA expiration if not closed
	March 31, 2002
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