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Legal Risk Rating 2 =  (on a scale of 1 to 5, with 5 representing the greatest degree of risk)

Enron North America Corp. (“ENA”) proposes to sell to Duke Energy North America LLC (“Duke”) 100% of the interest of ENA in a 396 MW natural gas fired “peaking” plant located in Union County, Mississippi (the “Project”).  

The legal risks associated with this transaction are as follows: 

1.	Liabilities to Purchaser.  ENA is making typical representations and covenants related to the transaction that would create liabilities if breached.  These representations are in some cases more limited in scope than usual and, in any event, all liabilities under the contract have been capped at approximately 50% of the purchase price.  In addition, there is a threshold of $5,000,000 that has to be reached before ENA has any liability to Duke for virtually all claims under the contract and most claims must be asserted within 558 days after closing.  Finally, most of these provisions have been reviewed extensively by senior Project personnel to confirm ENA’s comfort with the representations.

2. Closing Conditions.  Closing will require FERC approval and a Hart-Scott Rodino filing.  ENA has reviewed recently the likelihood of Duke’s approval by FERC and the preliminary results appear positive.  The Hart-Scott filing is expected to be merely ministerial.  In addition, however, Duke has conditioned its ability to close on approval of the transaction by the board of directors of Duke Energy Corp.   This approval is scheduled to occur on June 26, 2001 and, if not received, the deal will be short lived. 

3. Other Restrictions.  ENA has agreed not to shop the Project to other buyers pending the closing or termination of the contract with Duke.  This commitment will go away by October 2, 2001 if ENA does not reasonably believe the FERC and Hart-Scott approvals are imminent.  Moreover, ENA does not expect to shop the asset while under contract with Duke in any event.
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