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	DEAL NAME:
	Entex
	

	Counterparty:
	Entex, A Division of Arkla, Inc.

	Business Unit:
	[bookmark: Dropdown6][bookmark: Dropdown6]

	Business Unit Originator: 
	Ed McMichael

	Funding Entity:
	N/A

	
	[bookmark: Unnamed][bookmark: Unnamed]

	Receiving Entity:
	Enron North America

	
	[bookmark: Unnamed_Copy_1][bookmark: Unnamed_Copy_1]

	This Transaction:
	[bookmark: Dropdown10][bookmark: Dropdown10]

	
	[bookmark: Dropdown11][bookmark: Dropdown11]

	
	[bookmark: Unnamed_Copy_2][bookmark: Unnamed_Copy_2]



		Date DASH Completed:
	February 6, 2002

	RAC Representative:
	[bookmark: Dropdown7][bookmark: Dropdown7]

	RAC Analyst:
	     

	Global Finance Rep:
	     

	Transaction Type:
	[bookmark: Dropdown3][bookmark: Dropdown3]

	Capital Funding Source:
	 N/A

	Industry:
	Wholesale Energy-Regulated Utilities

	Country:
	United States

	Expected Closing Date:
	February 8, 2002

	Expected Funding Date:
	March 25, 2002




	RAC Recommendation:
	[bookmark: Check1][bookmark: Check1]|_| Proceed with Transaction 
[bookmark: Check3][bookmark: Check3]|_| Do not Proceed 
	[bookmark: Check2][bookmark: Check2]|_| Returns below Capital Price 


	Board Approval:
	[bookmark: Dropdown1][bookmark: Dropdown1]



APPROVAL AMOUNT REQUESTED ($000s)
	Capital Commitment
	0
	

	Guarantees/Bid Bonds
	0
	

	TOTAL
	$   0.0
	



EXPOSURE SUMMARY ($000s) (Indicate Pre- and Post-Petition, if relevant)
	Existing Exposure
	$720
	Approximate value of gas in storage (360,000 dths x $2.00)

	This Transaction
	$720
	

	Exposure after Transaction
	$0
	



DEAL DESCRIPTION

Overview
ENA provides gas to Entex on a load-following basis at multiple city gates in Tennessee’s Zone 1 area.  Four contracts govern the sale and services provided and have an end date of October 31, 2002.  ENA is agent for Entex’s Tennessee transportation and no-notice storage (Portland) contracts.  Gas in Entex’s no-notice storage account belongs to ENA but can only be delivered to specific Entex city gates.

Description of assets/securities to be sold
Approximately 360,000 dths of gas in storage inventory.

Strategic rationale for sale or termination/settlement
When Entex’s load exceeds the MDWQ from its storage, ENA is required to flow additional gas to cover Entex’s entire load requirement.  Because the transaction is load-following it is difficult to know the quantity of gas to prepay for delivery to Entex.  Therefore, we have been using Bear Creek storage gas in place of flowing gas.  Bear Creek inventory will be empty in a couple days.  At that time we will be forced into prepay activity.  If at any point ENA fails to deliver the required load, we risk a performance default and put in jeopardy getting paid for the approximately 360,000 dths ENA owns in Portland storage.  (The contracts have one-way termination payment language in favor of the notifying party.)

Impact of not doing proposed transaction
Loss of market value (estimated at $720,000) on approximately 360,000 dths of gas.  

Impact/potential impact on other Enron entities (debtors and non-debtors)
In addition to the current market value of the Portland storage inventory, the transaction has a forward value (MTM) of approximately $106,000 for the period Mar02 through Oct02.  Some portion of this value may be lost as a result of the requested early termination.  However, note that this value is in jeopardy if ENA experiences a performance default.  Therefore, if ENA attempts to retain this transaction in order to preserve the $106,000 it is risking some portion of this amount as well as the $720,000 of storage gas value.

Impact/potential impact on different creditor class (e.g., any apparent conflicts)
None

Any apparent public relations repercussions?
None.  Entex is agreeable to an early termination.

OWNERSHIP STRUCTURE (Include or attach structure chart)

TRANSACTION SOURCES AND USES OF FUNDS ($000s)
	
	Sources
	
	
	Uses

	Purchase Price Proceeds
	$720
	
	Debt Repayment
	0

	
	
	
	Distribution to Bankruptcy Estate (specify debtor(s))
	$720

	
	
	
	Distribution to Third Party Equity (specify entity(ies))
	0

	
	
	
	Transaction Costs
	0

	
	
	
	Contingency
	0

	
	
	
	Other
	0

	Total
	$720
	
	
	$720

	
	
	


Timing of receipt of funds
Funds will be received approximately March 25, 2002 in accordance with normal physical transaction invoicing and payment requiments.

VALUATION SUMMARY				
Discounted Cash Flow
Comparable Transaction
Comparable Company
Market Quotation 
Market quotes (bids) were collected from several market participants for similar packages of gas.  The data points appear below.
· Duke: $2.045/dth
· TXU $2.035/dth
· El Paso: $2.03/dth

GAAP and tax gain or loss
Historical valuation history (graphical or narrative)
Conclusion

MARKETING ACTIVITY

CASH FLOW SUMMARY (only if proceeds not 100% cash at closing)
See “Timing of receipt of funds” above.

RISK MATRIX (as appropriate, maximum of five)

	RISK DESCRIPTION
	MITIGATION/COMMENTS

	Market Risk: Storage inventory is not hedged.  Therefore, valuation is continually changing. 
	Selling the gas will lock the value.

	Credit Risk: Entex receivable for ENA’s  Dec01 through Mar02 invoices.
	

	Retained / Contingent Liabilities
	

	Other
	



LEGAL RISK MEMO (Attach)
Kay Mann

CONDITIONS PRECEDENT 
· Creditors Committee Advisor’s Review
· Creditors Committee/Bankruptcy Court Approval
· Other Approvals
· Other

POST-CLOSING ENRON OBLIGATIONS
Provide invoices for January and February 2002 service.  The February invoice should incorporate the Feb. 8, 2002 storage ending balance.

OTHER RAC COMMENTS

KEY INTERNAL / OUTSIDE PARTIES INVOLVED

Internal Counsel:		Primary_______________	Secondary_____________
Outside Counsel:		Firm  _________________	Lead__________________
Blackstone Group:  		Lead _________________
Bachelder & Partners:  	Lead _________________

	APPROVALS
	
	Name
	
	Signature
	
	Date

	
	
	
	
	
	
	

	Business Unit Originator
	
	                  
	
	
	
	

	Business Unit Legal
	
	
	
	
	
	

	Business Unit Management
	
	
	
	
	
	

	RAC Management
	
	
	
	
	
	

	Enron Global Finance
	
	
	
	
	
	

	ENE Management
	
	
	
	
	
	




ATTACHMENT:  INFORMATION FOR LEGAL DOCUMENTATION PREPARATION

The following text is illustrative of the type of information that is included in a typical request to interested parties for consent to the proposed transaction.  Please fill in the information to the extent possible for review with both In-House Counsel and Outside Counsel.

1. Pursuant to the proposed transaction between __________________________ (the “Enron Entities”) and ________________________________ (the “Third Parties”), the Enron Entities will [insert short description of transaction].

2. Attached as Exhibits A, B, C, etc. are copies of the [insert major legal documents]

3. The major terms of the proposed transaction are:  [insert principal terms of transaction, such as]:

4. The Proposed Transaction is in the Best Interests of the Enron Entities’ Estates because [_______________________].

5. The proposed transaction is the best use of the Enron Entities’ estates’ property because:[insert reasons, i.e., Enron would have to forfeit value if it doesn't enter into the deal, the assets are not part of Enron’s core business and need to be disposed of, the non-Enron entities are in a unique position to maximize the value of the assets at  issue, etc.]

6. Prior to entering into the proposed transaction, Enron reviewed its reasonable alternatives for dealing with the assets at issue.  Enron determined the proposed transaction is best because [insert reasons].

7. Prior to entering into the proposed transaction, Enron undertook the following steps to maximize the value of the assets:

