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	DEAL NAME:
	Sale of Napoleonville Land
	

	Counterparty:
	Reliant Energy

	Business Unit:
	[bookmark: Dropdown6][bookmark: Dropdown6]

	Business Unit Originator: 
	Upstream Products

	Industry:
	Wholesale Energy-Upstream Oil & Gas

	This Transaction:
	[bookmark: Dropdown4][bookmark: Dropdown4]

	
	[bookmark: Dropdown5][bookmark: Dropdown5]

	
	[bookmark: Dropdown8][bookmark: Dropdown8]



		Date DASH Completed:
	November 19, 2001

	RAC Representative:
	[bookmark: Dropdown7][bookmark: Dropdown7]

	RAC Analyst:
	N/A

	Transaction Type:
	[bookmark: Dropdown3][bookmark: Dropdown3]

	Capital Funding Source:
	[bookmark: Dropdown2][bookmark: Dropdown2]

	Country:
	United States

	Expected Closing Date:
	November 19, 2001

	Expected Funding Date:
	November 19, 2001




	RAC Recommendation:
	[bookmark: Check1][bookmark: Check1]|_| Proceed with Transaction 
[bookmark: Check3][bookmark: Check3]|_| Do not Proceed 
	[bookmark: Check2][bookmark: Check2]|_| Returns below Capital Price 


	Board Approval:
	[bookmark: Dropdown1][bookmark: Dropdown1]



APPROVAL AMOUNT REQUESTED ($000s)
	Divestiture of Land
	$3,000,000
	

	Guarantees/Bid Bonds
	$3,000,000
	

	TOTAL
	$3,000,000
	



EXPOSURE SUMMARY ($000s)
	This Transaction
	$3,000,000
	

	Existing Exposure
	1,434,939
	

	TOTAL
	$   0
	*



	*No remaining exposure; gain on transaction of approximately $1.5 million after transaction costs. 
DEAL DESCRIPTION -    
Enron North America Corp., Upstream Products, sought to sellbids for 330.12 acres of land located in Township 12 south, Range 13 east, Sections 41 and 46, in Assumption Parish, Louisiana.  This land, currently owned by LRCI, Inc, an Enron North America Corp. subsidiary, sits atop the Napoleonville Salt Dome roughly 50 miles south of Baton Rouge.  The land is divided into two sections: a 73.57-acre northern section (Tract 5a) and a 256.55-acre block to the south (Tracts 4a and 4b).  Tract 5a borders Grand Bayou to the west and abuts a portion of LA Highway 70 to the southeast.  Tracts 4a and 4b, though non-contiguous to Tract 5a, are contiguous to each other and form a rectangular and slightly L-shaped block of land to the south and slightly west of Tract 5a.   The surface land is composed primarily of bayou floodplains, typical of the regional geography.   Also typical of the regional geography, Tracts 5a, 4a and 4b contain large subsurface salt reserves. Upstream Products received two bids: Texas Brine ($2.35 MM) and Reliant ($3 MM).

The land is being sold under a cash sale form by LRCI, Inc to Reliant Energy, Inc.  Under this agreement, LRCI Inc. represents and warrants that the land is not subject to any liens or encumbrances by act of omission until Reliant establishes a chain of title.  The corporate guarantee will be for the full sale amount and for thirty days.  Reliant is absorbing all existing and potential future environmental risk associated with the land.

As stated above, within 30 days of the date of the Property Sale Agreement, Reliant shall complete a new survey of the Property utilizing a mutually acceptable land surveyor (the “New Survey”).  In the event, the New Survey reveal less or more than a total of 330.12 acres, the Parties shall execute a revised Property Sale Agreement which reflects such revised acreage.  If the New Survey reveals less than 330.12 acres, then LRCI shall make a payment to Reliant for the reduced acreage at a rate of $9,000 per acre. If the New Survey reveals more than 330.12 acres,  then Reliant shall make a payment to LRCI for the increased acreage at a rate of $9,000 per acre.  Such payment, as applicable, shall be made within 30 days of LRCI’s receipt of the New Survey.

For Enron Storage Company, Hydro Consultants, Inc., completed a property survey on April 17, 2000 validating the land as represented – 330.12 acres.

TRANSACTION SOURCES AND USES OF FUNDS
	
	Sources
	
	
	Uses

	Cash Proceeds from Reliant
	$   3,000,000
	
	Sale of Land at Book Value
	$   1,434,939

	
	
	
	Gain on Sale, prior to Transaction Costs
	1,565,031

	Total
	$   3,000,000
	
	
	$   3,000,000





OTHER RAC COMMENTS

RAC has not done an independent appraisal of the value of the land to be sold.  However, the auction process provides some comfort that the $3,000,000 sales price is a fair market value for this asset.
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