
RAC Deal Approval Sheet	Deal Name:  Clampett Oil 
ENRON RISK ASSESSMENT AND CONTROL
 DEAL APPROVAL SHEET

	DEAL NAME: MEH
Counterparty: Midwest Energy Hubenovate, L.L.C.
Business Unit:  [                   ]East Midstream Origination – Chicago Office
Business Unit Originator: Gregg Penman/Laura Luce
Public	Private
Merchant	Strategic
Conforming	Nonconforming
	Date DASH Completed:  08/09/00
RAC Analyst:  n/a
Investment Type:  Debt
Capital Funding Source(s):  Balance Sheet
Expected Closing Date: 810/15/00
Expected Funding Date: 109/2501/00
Board Approval: Pending  Received  Denied  N/A


RAC Recommendation: Proceed with Transaction    Returns below Capital Price   Do not Proceed
APPROVAL REQUESTED
· To provide a revolver forto ENA’s ownership interest in an ENA/Peoples joint venture formed in 04/00 for short-term transaction cashflow funding needs.

Capital Commitment		$50.0 MM
Bid Bond Amount		NA

EXPOSURE SUMMARY
This transaction:		$50.0 MM
Total Counterparty		$50.0 MM [Was there capital investment in the formation of MEH? Yes, an initial capital contribution of $100,000 each is currently scheduled for this Friday, October 6.]

DEAL DESCRIPTION
· ENA and Peoples Energy Corp. (“Peoples”) formed a 50/50 joint venture, Midwest Energy Hubenovate, L.L.C (“MEHenovate”) on 04/26/00 to expand and enhance Peoples’ existing natural gas market hub and provide natural gas marketing, transportation and storage services to the growing Chicago market
· Pursuant to the enovateMEH risk management policy, MEH enovate intends to enter into various transactions designed to capture and manage risks related to the physical delivery of certain approved commodities, to provide related risk management services to both Peoples and various unaffiliated third parties[to Peoples or third-parties?],  to optimize various assets under management, to take advantage of market arbitrage opportunities and to manage positions within the approved limits.  Some of the activities, which will be similar in nature to transactions executed by ENA’s natural gas trading operations, such as the seasonal spread opportunities, [any other specific examples that will create similar cashflow mismatch?  What’s the duration of these typical cashflow mismatches and what might be the risks of not recovering the funded portion?], will create cashflow timing differences that require funding under the proposed revolver.  
· The revolver is not intended to fund ongoing O&M needs nor any anticipated capital expenditure.  Ongoing O&M needs such as rent, utilities, salaries, etc. will be borne directly by either ENA or Peoples and not MEHenovate.  Any desired capital expenditure will be subject to the defined corporate approval process and, if approved, will likely be funded by additional capital contributions from ENA and Peoples to enovateMEH.
· The revolver will carry an interest rate of [Libor +                ] and a term of 12 months.  Upon maturity, it is expected to be replaced by additional equity contribution from ENA and Peoples or rolled into another revolver.  [Net excess cash will be applied to the repayment of the revolver before any distribution, including special distributions [need to talk about implications of unfunded capital contributions], can be made to the members.]
· Peoples, rated A- and A1 by S&P and Moody’s, respectively, will have a similar [cross guaranteed] revolving loan facility to fund its ownership interest of daily cash requirements.
· Peoples, [rated A- and A1] by S&P and Moody’s, respectively, will provide ENE with a $25 MM guarantee to cover Peoples’ share of the potential MEH liability.
· The initial requested amount is based on the current estimate of enovateMEH’s business needs and cash flow forecasts.  enovateMEH will review the need for revisions and renewals to the credit facility as business conditions dictate, but no less frequently than annually.  Any requested revisions or renewals will follow any necessary ENE approval processes.
TRANSACTION SOURCES AND USES OF FUNDS
	
	Sources
	
	
	Uses

	Enron Revolver
	$50.0
	
	Working Capital
	$50.0

	Total
	$50.0
	
	
	$50.0



RETURN SUMMARY
· The interest rate of [                       ] is deemed to be [on par] with a market comparable transaction of similar risks.  





TRANSACTION UPSIDES/OPTIONALITY – N/A

EXIT STRATEGY – [any plan to syndicate the revolver?]

RISK MATRIX 

	 DESCRIPTION
	MITIGATION/COMMENTS

	Counterparty Credit Risks
	




KEY SUCCESS FACTORS

	
	Poor
	Fair
	Good
	Very Good
	Excellent

	Core Business
	
	
	
	
	

	Strategic Fit
	
	
	
	
	

	Upside Potential
	
	
	
	
	

	Management - Developers       
	
	
	
	
	

	Risk Mitigation
	
	
	
	
	



OTHER RAC COMMENTS: 



MILESTONES






	APPROVALS
	
	Name
	
	Signature
	
	Date

	Regional Mgmt.
	
	
	
	
	
	

	Legal
	
	
	
	
	
	

	RAC Management
	
	Rick Buy/Dave Gorte
	
	
	
	

	Enron Capital Management
	
	Andy Fastow/Ben Glisan
	
	
	
	

	ENE Management
	
	Jeffrey Skilling/Joe Sutton
	
	
	
	




Global Finance Summary (addendum to DASH)

1. Transaction Summary

	
	Amount ($000)

	Total Deal/Project Capital Commitment
	$10,000

	Less: Financings
	-0-

	Less: Syndications
	-0-

	Net Enron Investment
	$10,000

	
	

	
	




2. Investment terms and pricing:			 Market	 Above Market	 Below Market

Describe (if necessary):



3. Financing terms and pricing:			 Market	 Above Market	 Below Market

Describe (if necessary):



4. Legal or practical liquidity restrictions:		 Unrestricted	 Legally Restricted	 Practically Restricted

Describe (if necessary):



5. Any recourse to Enron (other than investment):			 Recourse		 No Recourse

Describe (if any):



6a. Business unit intent to syndicate:			 None		 Partial		 All

Describe (if necessary):



6b. Intended Enron hold period:




6c. Likely Syndication Market:			 Industry/Strategic Partner	 Direct Private Equity
 Capital Markets		 JEDI 1
 JEDI 2			 Enserco
 LJM 1 or 2			 Condor
 Other:			 Margaux



6d. Is this a JEDI 2 “Qualified Investment”?		 Yes			 No


Global Finance Representative:
					        Signature			     Name (Printed)		Date
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