
 

HO1:\280468\05\60#S05!.DOC\43889.0003 

Appendix I:  CrossCountry Historical Financials 



 

HO1:\280468\05\60#S05!.DOC\43889.0003  I-1 

Appendix I:  CrossCountry Historical Financials 

This appendix includes a discussion of the Results of Operations and the 
audited financial statements for the fiscal years ended December 31, 2001 and 2002 for 
each of Citrus and Transwestern, in which CrossCountry is expected to hold a 50% 
equity interest and a 100% equity interest, respectively. 

The Debtors also refer to the following reports filed with the SEC by 
Northern Border Partners, a publicly traded limited partnership in which CrossCountry is 
expected to indirectly hold a 1.65% interest out of an aggregate 2% general partner 
interest and a 1.06% limited partner interest: 

• Northern Border Partners’ Annual Report on Form 10-K for the 
fiscal year ended December 31, 2002; 

• Northern Border Partners’ Quarterly Reports on Form 10-Q for the 
quarters ended March 31, 2003, June 30, 2003 and September 30, 
2003 (the third quarter 2003 Form 10-Q is required to be filed by 
November 14, 2003); 

• Northern Border Partners’ Current Reports on Form 8-K filed 
April 17, 2003, April 22, 2003, May 19, 2003, May 23, 2003, 
July 10, 2003, July 11, 2003, July 15, 2003, July 24, 2003, 
September 18, 2003, October 1, 2003 and October 24, 2003. 

The Debtors did not prepare such reports of Northern Border Partners, but 
they are publicly available as information that may be relevant to the Creditors’ decision 
in voting on the Plan.  These documents may be viewed under “Related Documents” at 
http://www.enron.com/corp/por/. 

For a complete discussion of CrossCountry, see Section IX., 
“CrossCountry Energy Corp.” and the associated risk factors in Section XIV of the 
Disclosure Statement. 
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2001 vs. 2000 

Citrus Corp. and Subsidiaries -- Results of Operations  

The following discussion and analysis of the financial condition and 
results of operations of Citrus are based on the Financial Statements of Citrus, which 
were prepared in accordance with accounting principles generally accepted in the United 
States of America, and should be read in conjunction with the Financial Statements 
included herein.  The discussion of the results of operations contained herein was not 
prepared in connection with the original audit of Citrus, and has not been reviewed by 
outside auditors. 

Year Ended December 31, 2001 Compared to Year Ended December 31, 2000 

Income Statement 

Net Income decreased by $19.7 million from $100.0 million in 2000 to 
$80.3 million in 2001. 

Revenues decreased by $124.4 million, from $476.0 million in 2000 
compared to $351.6 million in 2001.  A decrease of $168.1 million reflects reporting 
changes for Citrus Trading as a result of early adoption of SFAS 133, “Accounting for 
Derivative Instruments and Hedging Activities.”  In 2000, Citrus Trading revenues and 
costs were shown separately on the income statement.  In 2001, the Citrus Trading results 
were netted in other income (expense).  Partially offsetting the revenue reduction 
described above is an increase in gas transportation revenues of $43.7 million resulting 
primarily from significantly higher transport margins from the in-service of the Florida 
Gas Phase IV Expansion project (May 2001). 

Operating costs and expenses decreased $153.7 million, from $311.5 
million in 2000 to $157.8 million in 2001.  As mentioned above in the revenues 
discussion, due to the change in income statement presentation associated with the 
adoption of SFAS 133 in 2000, Citrus Trading stopped presenting natural gas purchased 
costs in operating expenses, resulting in a reduction in natural gas purchased costs of 
$162.3 million between the years.  Operations and maintenance expenses were $79.0 
million in 2000 compared to $77.4 million in 2001.  The reduction is due primarily to 
lower Gas Research Institute and Annual Charge Adjustment amortization and 
compressor overhauls expenses, partially offset by a gas gain in 2000 that was transferred 
to Florida Gas’s fuel tracker in 2001.  Depreciation and amortization increased due 
primarily to the in-service of the Florida Gas Phase IV Expansion project in May 2001.  
Taxes other than income increased due primarily to accrual adjustments in 2000 to reflect 
estimated assessments associated with pipeline expansions. 

Other expense was $58.6 million in 2000 compared to $62.8 million in 
2001, resulting in a $4.2 million increase.  Other expense includes three components:  
interest expense, net, allowance for funds used during construction (“AFUDC”) and 
other, net. 
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Interest expense, net increased due to higher average debt balances 
throughout 2001 compared to 2000 resulting primarily from a Florida Gas $325 million 
long-term debt borrowing in December 2000 to fund the Florida Gas expansion projects. 

AFUDC decreased primarily due to the in-service of Florida Gas’s 
Phase IV Expansion in May 2001. 

Other, net income increased by $5.3 million from $8.3 million in 2000 to 
$13.6 million in 2001.  Florida Gas other, net income improved due to a number of 
favorable regulatory related entries and an increase in regulatory income related to the 
in-service of Florida Gas’s expansion projects partially offset by lower asset sale gains.  
Citrus Energy Services other, net improved primarily reflecting nonrecurring income in 
2001 associated with arranging a Florida Gas shipper transportation contract and a net 
expense in 2000 associated with fiber optic expenses.  These increases were partially 
offset by a Citrus Trading other, net income decrease due primarily to the impact of 
changes in the value of its price risk management portfolio. 

The Cumulative Effect of Accounting Changes, Net of Tax recognized a 
$35.2 million after-tax reduction from 2000 to 2001 resulting from the early adoption of 
SFAS 133 in 2000 by Citrus Trading and Florida Gas.  Citrus Trading determined its gas 
sales and purchases contracts to be derivatives and recognized their fair value, and 
Florida Gas recognized interest rate swap gains.  There were no comparable transactions 
in 2001. 

Cash Flows  

Cash Flow increased by $27.2 million, from $19.8 million of cash 
expended in 2000 to $7.4 million of cash generated in 2001. 

Net cash provided by operating activities increased by $186.3 million, 
from $37.9 million in 2000 to $224.2 million in 2001, primarily due to a Citrus Trading 
$80 million gas purchase, sales and exchange arrangement with an ENE affiliate 
involving three agreements, each dated December 1, 2000.  Under the first agreement, 
Citrus Trading contracted to purchase approximately 12 million MMBTU of gas from the 
ENE affiliate at $6.65 per MMBTU with payment due by Citrus Trading in December 
2000.  In the second agreement, Citrus Trading contracted to sell 12 million MMBTU of 
gas to the same ENE affiliate in December 2000 at $6.67536 per MMBTU, with payment 
due in January 2001.  In the third agreement, Citrus Trading and the same ENE affiliate 
exchanged the two 12 million MMBTU gas delivery obligations under the prior two 
agreements; Citrus Trading was paid an exchange fee of $.01051 per MMBTU.  This 
third exchange agreement had the effect of canceling obligations for physical delivery of 
gas by Citrus Trading and the ENE affiliate to each other under the prior two agreements, 
with only the financial obligations remaining.   As a result of these related transactions, 
Citrus Trading paid the ENE affiliate $80 million in December 2000 and received $80.4 
million in January 2001, resulting in a $160.4 million net cash provided by operations 
variance between the two years.  In addition, in December 2000 Citrus Trading agreed to 
pay the same ENE affiliate $20 million in December 2000 instead of January 2001 on an 
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existing gas contract and Citrus was paid a fee for this early payment, which fee was 
included in the total cost of funds to Citrus (both for the $80 million arrangement and the 
$20 million early payment) that was recovered through the margin the ENE affiliate 
agreed to pay Citrus under the second agreement and the exchange fee the ENE affiliate 
agreed to pay Citrus under the third agreement described above.  Citrus's favorable cash 
flow variance in 2001 resulting from these transactions with the ENE affiliate was 
partially offset by higher interest payments and increased income tax payments in 2001.  
Refer to Section XIV.H.1.k, “Related Party Transactions” for more information. 

Net cash flows used in investing activities decreased by $47.5 million, 
from $233.2 million used in 2000 to $185.7 million used in 2001.  Capital expenditures, 
net of AFUDC, decreased primarily due to the in-service of the Florida Gas Phase IV 
expansion project in May 2001 partially offset by the initial expenditures for the Phase V 
and VI expansion projects.  Cash inflow from the disposition of property, plant and 
equipment, net decreased between the years due to lower net salvage receipts, casualty 
loss insurance proceeds and lower asset sales proceeds. 

Net cash flows used in financing activities increased by $206.6 million, 
from $175.5 million provided in 2000 to $31.1 million used in 2001.  Citrus and Florida 
Gas’s net borrowings were $225.3 million higher between the years primarily to finance 
the Florida Gas expansions and general corporate needs.  Florida Gas settled an interest 
rate lock with a $18.7 million payment in 2000. 

Total cash and equivalents balances increased by $7.4 million from $3.7 
million at the end of the year 2000 to $11.1 million at the end of the year 2001. 
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2002 vs. 2001 

Citrus Corp. and Subsidiaries -- Results of Operations  

The following discussion and analysis of the financial condition and 
results of operations of Citrus are based on the Financial Statements of Citrus, which 
were prepared in accordance with accounting principles generally accepted in the United 
States of America, and should be read in conjunction with the Financial Statements 
included herein.  The discussion of the results of operations contained herein was not 
prepared in connection with the original audit of Citrus, and has not been reviewed by 
outside auditors. 

Year Ended December 31, 2002 Compared to Year Ended December 31, 2001 

Income Statement 

Net Income increased by $16.3 million from $80.3 million in 2001 
compared to $96.6 million in 2002. 

Revenues increased $170.2 million, from $351.6 million in 2001 
compared to $521.8 million in 2002, due in part to the in-service of the Florida Gas 
Phase IV Expansion project in May 2001 and the partial in-service of the Phase V 
Expansion project in April 2002.  Approximately $42 million of 2001 revenues are 
attributable to Phase IV contracts and $54 million in 2002.  Phase V revenues were 
minimal in 2001 but provided approximately $54 million of revenues in 2002.  Florida 
Gas short-term firm revenues were higher in 2002, reflecting stronger demand driven 
partially by favorable pricing of natural gas to residual fuel oil and additional gas-fired 
electric generation units being placed into service in Florida.  The gas sales revenue 
increase of $102.2 million is primarily due to a change in presentation of Citrus Trading 
revenues.  Certain trading revenues are separately reflected in 2002 that were netted with 
gas purchase expense and other related expenses in other income (expense) in 2001.  This 
change in presentation was prompted by the bankruptcy of ENA, a significant Citrus 
Trading gas swap counter-party.  Citrus Trading’s loss of performance by ENA of the gas 
swap agreements required Citrus Trading to actively manage and become the primary 
obligor beginning in 2002 of these agreements. 

Operating costs and expenses increased $104.1 million, from $157.8 
million in 2001 compared to $261.9 million in 2002.  As explained above in the revenues 
discussion, Citrus Trading separately reported natural gas purchased costs of $91.9 
million in 2002 and they were netted with revenues and transportation expenses in other 
income (expense) in 2001.  Operations and maintenance expenses were $90.0 million for 
2002 compared to $77.4 million for 2001.  The increase is due primarily to the following 
items:  Citrus Trading’s pipeline transportation expenses were included in 2002 but not 
recognized in this category in 2001 due to the reporting presentation discussed above; 
operation and maintenance costs were higher primarily resulting from the in-service of 
the Florida Gas Phase IV Expansion in 2001 and the partial in-service of the Phase V 
Expansion project in 2002; and compensation costs, ENE, service company and support 
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group allocated expenses were higher in 2002, partially offset by reductions to several 
regulatory expenses that were lower in 2002.  Depreciation and amortization expenses 
were $51.8 million in 2001 compared to $58.1 million in 2002.  The increase was 
primarily due to the in-service of the Florida Gas Phase IV Expansion in 2001 and the 
in-service of portions of the Phase V Expansion project in 2002.  Taxes other than 
income taxes were $28.6 million in 2001 compared to $21.9 million in 2002.  The 
decrease reflects an accrual adjustment in 2002 to more closely match the accrual to the 
final assessed ad valorem taxes. 

Other expense was $62.8 million in 2001 compared to $103.6 million in 
2002, resulting in a $40.8 million increase.  Other expense includes three components:  
interest expense, net, AFUDC and other, net. 

Interest expense, net increased due to an increase in interest expense 
resulting primarily from Florida Gas debt financing of $250 million in July 2002, 
partially offset by Florida Gas and Citrus long-term debt payments.  The Florida Gas debt 
was used primarily to fund the Florida Gas Phase V and VI expansion projects.  Partially 
offsetting this increase is Citrus Trading’s deferred interest income in 2002 relating to 
realization of its price risk management net asset valuations in accordance with SFAS 
133.  As mentioned earlier, due to the change in reporting Citrus Trading results in 2002, 
this item was recognized in this category in 2002 but included along with revenues and 
all related costs in other income (expense) for 2001. 

AFUDC increased as a result of the substantial capital expenditures on the 
Florida Gas Phase V and VI Expansion projects, partially offset by lower AFUDC due to 
the in-service of the Phase IV project in May 2001. 

Other, net expense increased $43.3 million from net income of $13.6 
million in 2001 to a net expense of $29.7 million in 2002.  Citrus Trading other, net 
expense increased, primarily due to changes in valuation of its net price risk management 
asset.  Florida Gas other net expense increased due primarily to a reduction in regulatory 
income related to the in-service of Florida Gas’s expansion projects and reduced income 
from minor customer construction projects.  These increases were partially offset by 
Citrus Energy Services’ other net income decrease due to the realization in 2001 of 
nonrecurring income associated with arranging gas transportation services for a shipper 
on Florida Gas. 

Cash Flows  

Cash Flow increased by $91.4 million, from $7.4 million of cash 
generated in 2001 to $98.8 million in 2002. 

Net cash provided by operating activities decreased by $38.9 million, from 
$224.2 million in 2001 to $185.3 million in 2002, primarily due to a non-recurring receipt 
of cash in 2001 from a Citrus Trading $80 million gas purchase, sales and exchange 
arrangement with an ENE affiliate involving three agreements, each dated December 1, 
2000.  Under the first agreement, Citrus Trading contracted to purchase approximately 12 
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million MMBTU of gas from the ENE affiliate at $6.65 per MMBTU with payment due 
by Citrus Trading in December 2000.  In the second agreement, Citrus Trading 
contracted to sell 12 million MMBTU of gas to the same ENE affiliate in December 2000 
at $6.67536 per MMBTU, with payment due in January 2001.  In the third agreement, 
Citrus Trading and the same ENE affiliate exchanged the two 12 million MMBTU gas 
delivery obligations under the prior two agreements; Citrus Trading was paid an 
exchange fee of $.01051 per MMBTU.  This third exchange agreement had the effect of 
canceling obligations for physical delivery of gas by Citrus Trading and the ENE affiliate 
to each other under the prior two agreements, with only the financial obligations 
remaining.  As a result of these related transactions, Citrus Trading paid the ENE affiliate 
$80 million in December 2000 and received $80.4 million in January 2001.  In addition, 
in December 2000 Citrus Trading agreed to pay the same ENE affiliate $20 million in 
December 2000 instead of January 2001 on an existing gas contract and Citrus was paid a 
fee for this early payment, which fee was included in the total cost of funds to Citrus 
(both for the $80 million arrangement and the $20 million early payment) that was 
recovered through the margin the ENE affiliate agreed to pay Citrus under the second 
agreement and the exchange fee the ENE affiliate agreed to pay Citrus under the third 
agreement described above.  The financial effect of these transactions with the ENE 
affiliate was to increase net cash provided by operating activities in 2001 by $100.4 
million, resulting, thereby, in a negative variance from 2002 to 2001.  Citrus Trading's 
cash flow in 2002 also decreased reflecting lower cash margins and a collateralized letter 
of credit initiated in 2002.  These decreases were partially offset by a Citrus cash flow 
increase of $9.4 million due to lower interest payments and lower income tax payments 
and Florida Gas's cash flow increase of $57.8 million due primarily to the in-service of 
the Phase IV and V expansions.  Refer to Section XIV.H.1.k, "Related Party 
Transactions" for more information. 

Net cash flows used in investing activities increased by $37.5 million, 
from $185.7 million used in 2001 to $223.2 million used in 2002.  Capital expenditures, 
net of AFUDC, increased primarily due to substantial spending for the Florida Gas 
Phase IV, V and VI Expansion projects in both years.  Cash flow from the disposition of 
property, plant and equipment, net increased in 2002 primarily due to Florida Gas asset 
sale cash proceeds. 

Net cash flows from financing activities increased by $167.8 million, from 
$31.1 million of cash used in 2001 to $136.7 million of cash provided in 2002.  Citrus 
and Florida Gas repaid $80.0 million of short-term borrowings in January 2001.  
Furthermore, Florida Gas borrowed $250 million under a 144A debt financing in July 
2002 and paid down $74.7 million of long-term debt in 2002 it had borrowed in 2001.  
Florida Gas’s long-term borrowing was utilized primarily to fund the Phase V and VI 
Expansion projects and for general corporate purposes.  Florida Gas paid $12.3 million in 
2002 to settle an interest rate hedge related to its July 2002 debt financing. 

Total cash and equivalents balances increased by $98.8 million from $11.1 
million at the end of 2001 to $109.9 million at the end of 2002. 
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2001 vs. 2000 

Transwestern Pipeline Company -- Results of Operations  

The following discussion and analysis of the financial condition and 
results of operations of Transwestern are based on the Financial Statements of 
Transwestern, which were prepared in accordance with accounting principles generally 
accepted in the United States of America, and should be read in conjunction with the 
Financial Statements included herein.  The discussion of the results of operations 
contained herein was not prepared in connection with the original audit of Transwestern, 
and has not been reviewed by outside auditors. 

Year Ended December 31, 2001 Compared to Year Ended December 31, 2000 

Income Statement 

Net income decreased by $496.2 million, from $69.7 million in 2000 to a 
loss of $426.5 million of net income in 2001.  The loss in 2001 primarily reflects 
establishment of reserves of $820.2 million (for a $500.4 million impact on 2001 net 
income after tax effect) for receivables due from ENE and its Affiliates as a result of 
ENE’s and certain of its Affiliates’ bankruptcies in December 2001. 

Operating revenues increased $26.8 million from $176.8 million in 2000 
to $203.6 million in 2001.  Transportation revenues accounted for $15.6 million of the 
increase.  The increase in transportation revenues was from new contracts and higher 
rates attributable to higher demand in the California market and a full year of revenues 
from the Gallup Expansion.  The State of California experienced high natural gas 
demands in 2001 as a result of low hydroelectric generation and unusually warm 
temperatures requiring higher electric generation.  Interruptible revenues increased also 
due to higher demand in California.  These increases were partially offset by lower rate 
surcharges due to the termination of the shared cost surcharge provision of 
Transwestern’s Global Tariff Settlement on October 31, 2001.  Gas and Liquids Sold 
revenues increased $11.0 million, from $26.3 million in 2000 to $37.3 million in 2001 
due to higher retained fuel available to sell from higher deliveries to California and 
higher gas prices. 

Operating and Maintenance Expenses increased $40.8 million, from $39.6 
million in 2000 to $80.4 million in 2001.  This increase is primarily due to bad debt 
expense.  During 2001, Transwestern was a party to natural gas commodity price swaps 
with an ENA Affiliate, RMTC.  ENA and certain Affiliates subsequently filed for 
bankruptcy and informed Transwestern that price swap agreements with Transwestern 
would not be performed.  Transwestern closed out all outstanding financial instruments 
with ENA and fully reserved for their value as of December 31, 2001.  Also, fuel used in 
operations increased as a result of the higher throughput volumes associated with higher 
demand in Transwestern’s California market area mentioned above. 
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Other income decreased by $787.5 million from $23.8 million in 2000 to a 
loss of $763.7 million in 2001.  On December 2, 2001, ENE and certain of its Affiliates 
filed for bankruptcy protection.  As a result, a $784.7 million note receivable from ENE 
was fully reserved due to the uncertainty regarding the ability of ENE to repay the note 
receivable.  Interest income decreased $1.5 million from $21.7 million in 2000 to $20.2 
million in 2001.  This decrease was due to the loss of intercompany interest income on 
the note receivable with ENE. 

Interest expense increased $10.3 million from $11.1 million in 2000 to 
$21.4 million in 2001.  On November 19, 2001, Transwestern closed on a $550.0 million, 
364 days, secured revolving credit facility with two financial institutions.  The additional 
interest expense and debt cost was associated with the secured revolver.  The remaining 
interest expense is primarily associated with a reserve for intercompany interest income 
for November and December 2001, as a result of ENE’s bankruptcy and its ability to pay 
the interest on notes payable. 

Income taxes decreased $226.2 million from an expense of $44.7 million 
in 2000 to a benefit of $270.9 million in 2001 primarily as a result of a reserve set up due 
to the uncertainty regarding the ability of ENE and RMTC to repay its notes or pay its 
payables as discussed above. 

Cash Flows  

Cash Flow increased by $8.1 million, from $0.0 million in 2000 to $8.1 
million in 2001. 

Net Cash Provided by Operating Activities decreased by $762.2 million, 
from a cash inflow of $88.4 million in 2000 to a cash outflow of $673.8 million in 2001.  
This significant cash decline was significantly affected by transactions in 2001 unrelated 
to Transwestern’s operations.  In 2001, Transwestern had a total of $820.2 million in 
short-term notes and receivables defaulted on and reserved against due to ENE’s and its 
Affiliates’ bankruptcies.  Excluding the establishment of these reserves, Transwestern’s 
2001 cash provided from operating activities was approximately $146.4 million.  
Comparable cash flow from operations in 2000 was $97.0 million.  The year to year 
improvement primarily reflects the impact of improved revenues in 2001. 

Net Cash Flow Used in Investing Activities decreased $56.0 million from 
funds used of $111.6 million in 2000 to funds used of $55.6 million in 2001.  Capital 
expenditures were higher as a result of Transwestern’s Red Rock Expansion.  This was 
offset by an increase of $82.0 million in a note receivable from ENE that was classified 
as an investing activity in 2000. 

Net Cash Flow from Financing Activities increased by $714.2 million 
from a cash inflow of $23.2 million in 2000 to a cash inflow of $737.4 million in 2001.  
In 2001, Transwestern entered into the $550.0 million revolving credit facility.  Of that 
amount, Transwestern assumed an ENE obligation of $137.5 million and paid fees of 
$25.1 million, resulting in net proceeds of $387.4 million, which was loaned to ENE.  
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$365.5 million was reclassified in 2001 from intercompany receivables in working capital 
to note receivable from ENE in financing activities.  $15.5 million of existing debt was 
retired in 2001.  Therefore, without considering the ENE loans above, Transwestern used 
$82.7 million of cash in financing-related activities in 2001.  In 2000, Transwestern 
refinanced long-term debt realizing net proceeds of $23.2 million, essentially used in 
investing activities. 

At the end of 2001, Transwestern had $8.1 million of cash compared to a 
$4,000 balance at the end of 2000.  Prior to ENE’s bankruptcy, all of Transwestern’s cash 
was advanced to ENE. 
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2002 vs. 2001 

Transwestern Pipeline Company -- Results of Operations  

The following discussion and analysis of the financial condition and 
results of operations of Transwestern are based on the Financial Statements of 
Transwestern, which were prepared in accordance with accounting principles generally 
accepted in the United States of America, and should be read in conjunction with the 
Financial Statements included herein.  The discussion of the results of operations 
contained herein was not prepared in connection with the original audit of Transwestern, 
and has not been reviewed by outside auditors. 

Year Ended December 31, 2002 Compared to Year Ended December 31, 2001 

Income Statement 

Net income increased by $447.2 million, from a $426.5 million loss in 
2001 to $20.7 million of net income in 2002.  The loss in 2001 primarily reflects the 
establishment of reserves of $820.2 million (for a $500.4 million impact on 2001 net 
income after tax effect) for receivables due from ENE and its Affiliates as a result of 
ENE’s and certain of its Affiliates’ bankruptcies in December 2001. 

Transwestern’s operating revenues increased $14.0 million from $203.6 
million in 2001 to $217.6 million in 2002.  Transportation revenues increased $21.2 
million, from $165.9 million in 2001 to $187.1 million in 2002, due partly to higher 
revenues from Transwestern's Red Rock Expansion Project partially offset by a decline in 
interruptible revenues in 2002 due to lower total demand in California and to a shift of 
throughput to firm transportation agreements.  Demand in California was lower in 2002 
compared to 2001 due partially to that state’s unusually high natural gas demand in 2001 
as a result of low hydroelectric generation and unusually warm temperatures requiring 
higher electric generation.  Additionally, surcharges decreased in 2002 primarily due to 
the termination of the shared cost surcharge provision of Transwestern’s Global Tariff 
Settlement in 2001.  Finally, Transwestern made a hedge accounting adjustment in 2002, 
increasing transportation revenues by $32.1 million (see below).  Gas and Liquids Sold 
revenues declined $7.2 million, from $37.3 million in 2001 to $30.1 million in 2002 due 
to lower volumes of retained fuel ava ilable for sale as a result of lower deliveries to 
California and lower gas prices. 

During 2001, Transwestern entered into financial swaps to hedge the value 
of certain negotiated transportation agreements that had a transportation rate dependent 
on the difference between the market price of gas at the delivery and receipt points.  On 
December 2, 2001, ENA, the parent of RMTC, Transwestern’s hedge counterparty, filed 
for bankruptcy.  Prior to the ENA bankruptcy, the value of the financial swap contracts 
was $32.1 million.  On December 31, 2001, unrealized gains of $32.1 million on the 
financial swaps were recorded in Other Comprehensive Income (“OCI”), a balance sheet 
equity account, and $32.1 million of losses were recorded in Operating Expenses due to 
the default under the swap contracts.  During 2002, the underlying transactions that had 
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been hedged with the financial swaps were terminated.  The entire $32.1 million in OCI 
was reclassified to revenues in 2002. 

Operating and Maintenance Expenses decreased $17.2 million, from $80.4 
million in 2001 to $63.2 million in 2002.  This decrease is primarily due to a bad debt 
expense recorded in 2001, which included the default under the financial swaps discussed 
above.  This decrease was partially offset by the following items:  establishment of 
reserves in 2002 to cover future costs for soil and groundwater remediation; PCB 
remediation, pipeline integrity, and insurance cost increases in 2002; and an increase in 
fuel used in operations primarily as a result of the Red Rock Expansion Project. 

Depreciation and Amortization Expenses were $19.9 million in 2001 
compared to $15.4 million in 2002.  The primary reason for the decrease is that 
amortization expense was reduced due to Transwestern’s adoption of SFAS 142 
“Goodwill and Other Intangible Assets,” which discontinues the amortization of goodwill 
and requires periodic valuation tests of recorded goodwill. 

Other income increased by $765.6 million from a $763.7 million loss in 
2001 to $1.9 million in 2002.  On December 2, 2001, ENE filed for bankruptcy 
protection, defaulting on $784.7 million of accounts receivable and promissory notes.  
The full amount was reserved by Transwestern due to uncertainty over ENE’s ability to 
repay the receivables and the notes.  Interest income decreased primarily due to reduced 
intercompany interest income as a result of ENE’s default. 

Interest expense increased $31.6 million from $21.5 million in 2001 to 
$53.1 million in 2002, due to borrowing costs of the $550.0 million revolving credit 
facility entered into during November 2001. 

Income taxes decreased by $322.3 million, from an expense of $51.4 
million in 2001 to a benefit of $270.9 million in 2002, primarily as a result of the 
establishment of a reserve in 2001 due to the uncertainty rega rding the ability of ENE and 
RMTC to repay its notes and pay its payables as discussed above. 

Cash Flows  

Cash Flow increased by $23.8 million, from $8.1 million in 2001 to $31.9 
million in 2002. 

Net Cash Provided by Operating Activities increased by $781.2 million, 
from a use of cash of $673.8 million in 2001 to cash provided of $107.4 million in 2002.  
These figures were significantly affected by transactions that were not related to 
Transwestern’s operations in both years.  During 2001, Transwestern had a total of 
$820.2 million in short-term notes and receivables defaulted on and reserved against due 
to ENE’s and its Affiliates’ bankruptcies.  Excluding the establishment of these reserves, 
Transwestern’s 2001 cash provided from operating activities would have been 
approximately $146.4 million, for a decrease of $39.0 million in 2002 over 2001, with 
most of the decrease attributable to lost interest income on the defaulted intercompany 
note with ENE. 
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Net Cash Flow Used in Investing Activities increased $3.0 million from 
$55.6 million in 2001 to $58.6 million in 2002.  Capital expenditures to complete the Red 
Rock Expansion Project were the primary expenditure during these periods. 

Cash Flows from Financing Activities decreased $754.4 million from a 
source of cash of $737.4 million in 2001 to a use of cash of $17.0 million in 2002.  In 
2001 Transwestern entered into the $550.0 million revolving credit facility.  Of that 
amount, Transwestern assumed an ENE obligation of $137.5 million and paid fees of 
$25.1 million, resulting in net proceeds of $387.4 million, which was loaned to ENE.  
Also in 2001, $365.5 million was reclassified from intercompany receivables in working 
capital to a note receivable from ENE in financing activities.  $15.5 million of existing 
debt was retired in 2001.  Therefore, without considering the above loans to ENE, 
Transwestern used $82.7 million of cash in financing-related activities in 2001. 

At the end of 2002, Transwestern had $39.9 million of cash compared to 
$8.1 million at the end of 2001. 

 
 
























































