Rationale for Proposed Restructuring


		Term 1			Term 2			Term 3
	Date
	Feb 01-Jul 01
	Aug 01-Jan 02
	Feb 02-Jul 02

	Pricing
	$4.50
	Index minus $.44
	Index w/ $3.00 Floor

	Volume
	Half
	Half
	Half




The advantage of the restructuring proposal shown above can be summarized as follows:

· The proposed structure gives Mesa a great deal of flexibility yet still insuring that purchases will be made below market after current contract expires.

· Moving fixed price to $4.50 in Term 1 keeps weighted average supply price well below current market.

· At $4.50, given the recent sell off, it seems unlikely that Mesa would have raise rates to account for the increase.

· Mesa is guaranteed that it will be buying below market in Term 2.

· In the event prices crash, Mesa still has half its load that it can fix if prices become attractive (meanwhile the other half will remain well below the “crashed” price).

· Mesa avoids buying during a time of extreme volatility, which most industry participants see as temporary.

· If Mesa waits until the termination of the existing deal, they will be back to purchasing “at market” with no mechanism to “beat the market.”

· All prices (Terms 1 through 3) are well below current markets.

Please let me know if you have any questions.  I think this structure is a good one for Mesa, it allows a great deal of flexibility while offering known prices which are very attractive relative to current markets.


This proposal is for discussion purposes only to facilitate the negotiation, preparation and execution of a definitive agreement.  It is not intended to create a binding or enforceable contract or to be complete and all-inclusive of the terms of the related transaction.  This is not an offer or a commitment of ENA or any parent or affiliate of ENA.  The transaction described herein is subject to further review and approval of ENA and execution of definitive agreements containing all appropriate provisions.

