DISCUSSION OUTLINE FOR PROPOSED TRANSACTION BETWEEN
CLARK PUBLIC UTILITIES
AND
ENRON POWER MARKETING, INC. (“Enron”)
 A WHOLLY OWNED SUBSIDIARY OF ENRON NORTH AMERICA CORP.


This outline is provided in response to EES Consulting’s request Request for Expression of Interest in Structured Arrangements on Behalf of Clark Public UtilitiesProposal to Sell Natural Gas to Clark Public Utilities’ River Road Generating Project dated November 6, 2000.  Enron is interested in all of the concepts in Clark’s request.  In addition to the summary responses below, more detailed discussions regarding Enron’s unique qualifications in  maximizing Clark’s long term energy interests can be arranged on short notice. 


A.	Base Case Preference


Delivery Point		Term			Physical/Financial	Price, $/MMBtu

Sumas			Nov 11 – Nov 30	Financial,Gas Daily??
Sumas			Dec 00 – Mar 01	Physical		??
Sumas			Dec 00 – Mar 01	Financial, Gas Daily	??
Sumas			Dec 00 – Mar 01	Financial, Inside FERC	??

Stanfield		Nov 11 – Nov 30	Financial, Gas Daily	??
Stanfield		Dec 00 – Mar 01	Physical		??
Stanfield		Dec 00 – Mar 01	Financial, NGI MalinGas Daily	??
Stanfield		Dec 00 – Mar 01	Financial, NGI Malin	??


	Volume:  	Negotiable


B. Other Alternatives of Interest to Clark


Structure 1.1

· CLARK PUBLIC’s PURCHASES LEVELIZED PRICE FOR TERMLONG-TERM FIXED-PRICE
Clark Public is able to take advantage of the “backwardated” nature of the forward gas curve (i.e. longer term prices lower than near term prices) and pay a levelized price resulting which is lower than current short term market prices. 

Location			Term					Price
	Sumas				Dec-00 –  Oct -01	(~1yr)		$ ??	
Sumas				Dec-00 –  Oct -03	(~3yr)		$ ??		
Sumas				Dec-00 –  Oct -07	(~7yr)		$ ??
		
Stanfield			Dec-00 –  Oct -01	(~1yr)		$ ??
Stanfield			Dec-00 –  Oct -03	(~3yr)		$ ??
Stanfield			Dec-00 –  Oct -07	(~7yr)		$ ??	

Volume:  	Negotiable


Structure 1.2

· CLARK PUBLIC’s PURCHASES TILTED SWAP FOR TERM
Clark Public is able to take advantage of the “backwardated” nature of the forward gas curve (i.e. longer term prices lower than near term prices) and pay a lower than market price in the near term and a price which is comparable to current market price at a later period. 


Location			Term					Price
	
Sumas				Dec-00 –  Oct -031	(~3yr)		$ ??		
Sumas				Dec-01 –  Oct -02			$ ??
Sumas				Dec-020 –  Oct -073	(~7yr)		$ ??
		
Stanfield			Dec-00 –  Oct -0301	(~3yr)		$ ??
Stanfield			Dec-01 –  Oct -02			$ ??	
Stanfield			Dec-002 –  Oct -073	(~7yr)		$ ??	

Volume:  	Negotiable


Structure 1.3 

· CLARK PRE-PAYS FOR GAS SUPPLY
Clark pays Enron a sum of cash and Enron discounts gas supply price.  The discount could be spread evenly over the total MMBtu’s purchased or wieghted more heavily in certain periods.  The timing of the payment and the term over which the benefits are spread are negotiable.


Example 1: Clark Pre-pays for Winter 00-01 (Even allocation of benefit)

Payment Date:		Dec 01, 2000

Payment Amount:	12,000,000

Fixed Price:

	Location			Term					Price

	Sumas				Dec-00 –  Mar-01			$ ??

Stanfield			Dec-00 – Mar-01			$ ??


	Example 2: Clark Pre-pays for One Year Benefit Accures to Winter Prices

Payment Date:		Dec 01, 2000

Payment Amount:	65,000,000

Fixed Price:

	Location			Term					Price

	Sumas				Dec-00 –  Mar-01			$ ??
	Sumas				Apr-01 – Nov-01			$ ?? 

Stanfield			Dec-00 – Mar-01			$ ??
Stanfield			Apr-01 – Nov -01			$ ??




Structure 1.3:4

· CLARK SELLS PUT OPTION IN RETURN FOR DISCOUNTED GAS SUPPLIES
Clark Public purchases discounted gas for the period Dec 2000 - March 2001 in return Enron would have the option to “put” or sell gas to Clark Public at a fixed price for a negotiated period of time.  In exchange for the discount proposed, Enron would have the monthly right but not the obligation to deliver gas to CPU at the indicated put price.   The timing of this notification is negotiable but normally assumes that Enron would notify CPU at least 5 business days prior to the start of the month in which Enron is proposing to make deliveries.  Gas deliveries would be made on a month to month basis.


Example 1:

Discount Term:		Dec 01, 2000 – Mar 01, 2001

Put Term:		Mar 01, 2001 – May 31, 2004

	Discounted Price:	$ ?? / MMBtu

	Put Price:		$ ?? / MMBtu

	Example 2:

Discount Term:		Dec 01, 2000 – Mar 01, 2001

Put Term:		Mar 01, 2001 – May 31, 2006

	Discounted Price:	$ ?? / MMBtu

	Put Price:		$ ?? / MMBtu


Volume:	Negotiable

In order to increase CPU’s flexibility, the deal could be structured such that CPU agrees to purchase gas at the higher of the Monthly Index price or the indicated put price.  CPU would have the certainty that ENA would make the deliveries while allowing CPU the flexibility to enter into a swap arrangement to fix the Index price.  However, this swap price cannot have any individual month trading below the indicated put price.

In the event of a plant shut down or scheduled maintenance, Enron could make provisions to re-market the gas on behalf of CPU.  Although negotiable, it is assumed that CPU would pay the Put price and receive the monthly or daily index price.  In each event, the index price could be higher or lower than the Put price paid by CPU.





Structure  1.4:

· CLARK PURCHASES NO COST COLLAR  
CPU purchases gas on an index basis and has a floor and a cap on the price.

	Location:
	Term:
	Price:	
	Floor Price:
	Cap Price:

	
Sumas
	
Dec 01, 00 - Oct 31, 01
	
IFERC Sumas
	

	


	Sumas
	Dec 01, 00 - Oct 31, 03
	IFERC Sumas
	
	

	
Stanfield
	
Dec 01, 00 - Oct 31, 01
	
NGI Malin -$0.10
	
	

	Stanfield
	Dec 01, 00 - Oct 31, 03
	NGI Malin -$0.10
	
	




Volume:	Negotiable

Structure  1.5

· CLARK PURCHASES COLLAR STRUCTURE WITH EXCESS PREMIUM
CPU purchases gas on an index basis and has a floor and a cap on the price.  However, instead of the No Cost structure shown above, the call strike price is moved higher leaving some excess premium which can be used to discount the gas sales price over a period which can be specified by the buyer.


	Location:
	Term:
	Price:	
	Floor Price:
	Cap Price:

	
Sumas
	
Dec 01, 00 - Mar 31, 01
	
IFERC Sumas-$??
	

	


	Sumas
	Apr 01, 00 - Oct 31, 02
	IFERC Sumas-$??
	
	

	
Stanfield
	
Dec 01, 00 - Mar 31, 01
	
NGI Malin -$??
	
	

	Stanfield
	Apr 01, 00 - Oct 31, 02
	NGI Malin -$??
	
	



	Excess Premium:	$??

Volume:		Negotiable


Structure 2.1:

· ENRON’S RIGHT TO SELL MAY POWER TO CLARK 
Enron proposes to pay Clark for Enron’s right to deliver fixed price energy for weekly periods during April through May 2001 and April through May 2002. Enron will pay Clark a one time premium, payable upon contract initiation, for the right but not the obligation, to deliver the agreed upon volume at the given power price. Alternatively, Enron would discount the gas sales price by an amount equivalent to the up-front payment over a period to be specified.  Enron would also have the right to call upon the River Road facility to make such deliveries.

Product:  Enron would deliver energy to Clark on a flat 7 x 24 schedule.

Term:  April through May 2001 and April through June 2002.

Quantity:  250 MW
	
Delivery Point: Any point of interconnection on or within the BPA main grid transmission system at Enron’s option.

Price:  A summary of the energy prices when Enron elects to make deliveries is shown below:

	Month
	Power Price
$/MW-hr
	Up-Front Payment

	
April 2001
May 2001


April 2002
May 2002


	
$ 40.80
$ 38.70


$ 29.20
$ 28.35

	



$ ??,000,000







Confidentiality:
All terms and conditions of this Discussion Outline are confidential between Enron, Clark utilities and EES.



This term sheet is for discussion purposes only to facilitate the negotiation, preparation, and execution of definitive documents. It is not intended to create a binding or enforceable contract or to be complete and all inclusive of the terms of the related transaction. This is not an offer or a commitment of Enron or the Clark Public Utilities or any parent or affiliate of either. The transaction described above is not complete, is subject to further review and approval by the boards of directors of the parties and the execution of definitive agreements containing all appropriate provisions, including, but not limited to, those related to credit, limitation of damages, remedies and force majeure. The prices above are subject to change during the time period of evaluation and negotiation of definitive agreements.
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