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Clinton/Stargill Summary


Funding Structure
			Two Chrysler
Facilities
Stargill Alternative Energy Corp.
Clinton Energy
(EES)
“Co-owned” Lockbox (Franklin Bank)
Gas
Gas






Even index
~ $.02/Dth

Funds
Note
High-low production:
July 80,000 Dth
January 240,000 Dth






Information Sources
Paul Leanza, Clinton Gas Control
Bob Vote, Corporate Litigation Support

History 

1. See funding structure above. 
2. Milas Harris is the originator of the deal. The deal does not specifically mention the funding arrangement/lockbox. There is an e-mail communication from Milas Harris stating the intent of the funding – Clinton is to be the only party that can move funds from the account and the lockbox is a Stargill/Clinton shared account. E-mail is being faxed to EES.
3. Pat Eberts, Clinton, established the bank account in March/April 2000 timeframe. We are unable to determine whether she worked with Stargill when setting this up. Pat left the Company in mid-May as part of a Clinton downsizing. Apparently, Accounting set up the bank account improperly as Stargill owns the password and is able to conduct transactions without Clinton approval. Also, the signature card is set up for Stargill. 
4. The agreement between the parties was effective from 7/00 through 7/01.
5. Each month, Clinton faxed instructions to the bank regarding the disposition of all Chrysler deposited funds: the majority went to Clinton and a portion went to Stargill (Stargill amount represents their margin on the transaction). FYI: Stargill is minority-owned business and Chrysler paid somewhat of a premium for their services.
6. For the production period 1/1/01 though 3/31/01, Chrysler paid approx. $3.5 MM into the LB during May 2001. Chrysler has not paid any outstanding amounts for the production periods from April 2001 forward. Paul Leanza of Clinton explained that Chrysler is experiencing a cash flow problem and has been slow to pay.
7. Per the lockbox history, Clinton pulled down about $1.2 MM on 4/26, which represented payment for some January 2001 production. When Clinton proceeded to draw funds on May 17, 2001, they were told that the account was closed out by Stargill and there were no funds in the account. 


Action Taken/Pending Action

Legal:

1. Bob Vote, Corporate Litigation Support, reporting to Charles Cheek (Corporate Head of Litigation) (Charles reports to Jim Derrick) is handling this issue from a Legal standpoint. 
2. Bob is working to obtain the lockbox agreement and original application from Franklin Bank. No documentation has been obtained to date, and the Bank is not readily providing information. Per Bob, it appears we will probably only receive information through a subpoena, following filing of a lawsuit.
3. To date, no legal authorities have been notified as there have been no charges brought forth.
4. Bob Vote employed a Private Investigator out of Detroit approximately 10-12 days ago to locate Walter Stargill, owner of Stargill Energy Corp. Walter has been located, but has not been served. Preliminary results indicate Walter Stargill has set up a number of Corporations and the appearance is of a scam operation, based on the fact that none of the Corporations have true addresses, only PO boxes. A report is coming from the investigator today with better information.

Clinton:

1. Clinton working with Chrysler to gain understanding of how funds were deposited. There is some confusion regarding the funding activity. Specifically, when the funds were deposited and when Stargill withdrew the funds.
2. Address future payment process by amending original agreement. What is short term fix to receive payments from Chrysler?


EAS/Treasury:

1. Review all lockbox agreements to ensure proper controls are established (expected to be complete July 2001).
2. Gain understanding of contractual relationship between Clinton, Stargill, and Chrysler.
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