

Deal Questions For Enron Power Marketing

A.	Bid Options and Assumptions
1. Enron Power Marketing (“Enron”) has provided three bids: 1) a conforming bid for Bid Option 1b; 2) a non-conforming bid referred to as the Enron Transaction Structure, and 3) an MPS proposal.  Is Enron willing to enter into transactions for SOS independent of MPS and/or MPS independent of SOS?
Yes, Enron is willing to enter into SOS and/or MPS transactions independent of one another.

2. Confirm that your bid reflects the items identified below. To the extent your bid does not reflect some or all of these items, please indicate how your bid would change to incorporate these items.
a. The monthly amortized TCC Costs for November 2002 through October 2005 (Schedule B of the SOS Agreement) of $488,451.31, as provided in the Information Memorandum and the Technical Presentation on the Supply Contracts.  Please note that the $1,074,954.24 contained in the April 12 documents was incorrect.
b. The revised provisions for ICAP, applicable to October and November 2001, as posted on the web site.
c. The revenue sharing provisions after October 2003 for the Oswego PPA, as posted on the web site.
d. The deletion of Article 4(h) of the SOS Agreement, as posted on the web site, reflecting the elimination of the Supplier’s option to instruct the Company not to move customers off SOS Service.
e. The clarifying revision to Article 5(a)(iii) of the SOS Agreement, as posted on the web site, reflecting (1) the elimination of unnecessary “greater of” language, and (2) that the result of the calculation in this clause cannot be negative.
f. The exclusion of TCCs for 2001 purchased in the spring auction from the bids, as explained on the website, indicated by the deletion of the footnote on Schedule C of the SOS Agreement.
Enron’s proposal dated May 8, 2001 does reflect each of the items listed above.


B.	Financial Security/Credit Support
3. Your proposal notes that to enter into a transaction for Bid Option 1b, or Bid 1 above, Enron would require a senior, secured claim against all of NMPC’s assets in order to adequately address the inherent credit exposure of the transaction. What is the amount of the secured claim that has been assumed in your proposed support payments?  What other forms and amount of credit support would be accepted?
In order to enter into a conforming transaction, Enron would need a senior, secured claim against all of NMPC’s assets at the time the transaction is consummated.  Depending on the amount of net assets at that time, additional credit support may be required.   The only other form of acceptable credit support would be a pre-payment of the entire required support payments.   The precise amount of credit support required by Enron cannot be provided at this time as this amount is contingent upon a number of outstanding factors.  These factors include but are not limited to: the details of any regulatory filings/approvals relating to the transaction, especially as pertaining to the NMPC’s ability to recover costs of the transaction through fixed retail rates; potential for use of other credit enhancing instruments (e.g., securitization of support payments); and final contractual terms and conditions between the parties.

4. Your proposal also notes that, as a condition to the Conforming Transaction Structure and the MPS Proposal, Enron and NMPC would need to negotiate mutually agreeable credit terms.

a.  What form and level of credit support is Enron willing to provide with respect to each of the Conforming Transaction Structure and the MPS Proposal?

b.  What form and level of support does the current bid contemplate?
Please see the response to question 3 above.  As credit support for its obligations under the SOS and MPS transactions, Enron would be willing to provide an Enron Corp. guarantee in an amount to be negotiated by the Parties.
C.	Transaction Documents
5. As provided in the Information Memorandum and Bid Instructions, please provide any and all mark-ups to the proposed transaction agreements at this time for your Conforming Transaction Structure and MPS Proposal.
Enron would require significant revisions to all of the Transaction Documents.  However, Enron is continuing its review of the Transaction Documents and therefore not in a position to submit mark-ups of these documents at this time.
D.	Internal Approvals/Conditions of Bid
6. Your proposal notes that each of your bids is for discussion purposes only and subject to additional due diligence. Please outline the amount of time necessary for such due diligence.
An estimated 2 weeks would be required at minimum.
7. Please describe the level of management review that the May 8, 2001 bid has undergone.
The May 8, 2001 proposal has undergone first-tier management review.
8. What specific internal approvals will be required to submit a binding bid?  What is the process to obtain such approvals?  What is the estimated timing (in business days) of that approval process?
Approvals of senior management and Enron Corp board of directors would be required to submit a binding proposal.  Such approvals would be contingent upon a number of outstanding items being resolved, including but not limited to regulatory uncertainties regarding review and approval of the transaction.
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