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HANAGEMENT'E DISCUSSION AND ANALYETE DF FINANCIAL CONDITIOM AMD
EESULTS OF QPERATIONS

The follawing review of the results of operations and
financial condiclon of Enran Corp. and its subsidiaries and
affiliates (Enren) should be read in conjuneclon with the
Consolidated Financial Statementcs.

RESULTE OF QPERATIONSG

Consolidated Web Income

Enron's net income for 2000 was 5579 million compared ko 5893
millian in 1999 and $703 millicn in 1994 Items impacting
comparability are discusged in the respechive segment resulcs.
Het ingcome before items impacting comparability wae 51,266
millicn, $%57 million and $898 millicon, respectively, in 2000,
15959 and 1%%B8. Enron's business le divided inko five segments
and Exploration and Production {Enoron 0il & Gas Companyl through
Buguat 16, 19%% (ges Nate 2 Eo the Consolidated Fimancial
Statements). Enrcn's operating segmenta lnelude:

Transpartation and Datribution. Transportatkion and
Digcribukion consists of Enron Transportation Services and
Portland General., Transporcation Services inclwdes Enron's
interstate natural gas pipelines, primarily Horthern Matural Cas
Company (Northernp, Transwestern Pipeline Company (Transwestern),
Enronts 50% iaterest in Plorida Bas Transmission Company (Florida
Gas) and Enron's intereate in Horthern Border Partners, L.FP. and
ESTT Energy Partners, L.PB, [EOTT).

Wholesale Services., Wholesale Servieces includes Enron's
wholegale busineasges around the world., Whelesale Services
cp=rates in developed markece such as Horth America and Europe,
as well as developing or newly deregulabing markets including
Fouth America, India and Japan.

Retall Energy Services. Enron, through its subsidiary Encon
Energy Services, LLT (Energy Services), la extending ite energy
expertise and capabilitiesz ta end-use retail customers in the
induatrial and commerclal buslipness sectors to manage their energy
requirements and reduce cheir cotal energy coata.

Broadband Servicea. Enron's broadband aervicea businesa
(Broadband Services] provides customers with a single source far
broadband services, including bandwidth incermediation and the
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delivary of premium content,

Corporate and Other. Corporabe and Other includes Enron's

investment in Rzurix Corp. (Azurlxl, which provides water and wastewakbcer

services, results of Enrcn Renewable Ensrgy Corp. (ERECH, which
develops and constructs wind-gensrated power projects, and the
operaciong of Enron's methansl and MTEE planta as well as cverall
corporate activities of Enrcn.

Het income includes the following:

=THRBLE=

<CAPTION

{In millicnal 2000 1559 1398
L] el ol el

After-tax regults before items impacting

comparakbilicy 51,268 5 557 5 g5

Ttems impacting comparabil ity: (&)

Charge to reflect impairmant by Azurix [32a] - -
Dain an THPZ, Inc. (The Hew Power
Company) ., net 1% - -
Baine on aales of subsidiary stock - 345 4%
KTEE-related charges - {27R) [adh
Cumulative effect of accounting
changes - {131) -
MNar 1noom 5 97 5 B33 5 703
<FH=»
lal Tax affected at 35%, sxcept where a specific cax race
applied.
=/ TABLE »

Diluted earnings per share of common stock wers as follows:
< TABLE >

SsCRPTION -
20040 i3aG
O == =0 cl=
Diluted earninge per sharefal.
ARfter-tax results before iteme
impaccing eomparabilicy £1.47 %1.148 £1 .00

Items impacting comparability:
Charge to reflect impairment by Azuriz {a.44a] -

dain on The Waw Power Company, net 0.05 -
Gaina on sales of subsidiary stock = 0,45
MTBE-rolated chargee - [a.3a] [ 1
Cumulative effect of asccunting changesa - (0.171

Cilutced earnings per share 51.12 31.10 $1.01

=Fl>

ia] Restated to reflect the two-for-one stock splitc effective
ARugust 13, 1535,

=/ TRBLE=

Income Before Intersest, Minoribty Interests and Income Taxes

The fallowing takle presents income before interest, minority
incereate and income Caxes (IBRIT) f[or each of Earon’a ﬂperatinq
segments (ses Hoate 20 to the Consaolidated Financial Statements):
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2TARLES>
CAPTION -
(In millione) 2000 19%39 199§
e i i Ziim
TI'&HEPE-I‘EH.'_J.EIL‘L and Distribubien:
Transpartation Services £ 3391 5 380 £ 351
Portland dSeneral 141 308 THA
wholesals Ssrvices 2,260 1,317 2648
Fertall Energy Services 185 {g8] (113l
Eroadband Services 1600 - -
EKP loration and Production - as 128
Covporate and Jther [£18) [4) 132]

Income before interest,
mimority inkterests and taxes 52,482 51, 295 51,582
=/ TRBELE=

Traneportation and Distribution

rangportation Servicea. The foellewing table summarizes Sotal
valumes transportesd by mach of Enven's interstate natural gas
plpelines.

«TAELE=>
AP TION =
2000 145% 1958
EEn el il ==
Total volumes transported (BBtu/d) {a)
Horchern Hatural Gas 3,529 3.B20 4,09E
Trangwastarn Plpeline 1,887 1,482 1,608
Florida Gas Transmission 1,501 1,435 1,324
Horthern Border Plpeline 2,443 2,408 1,770
S Y

ial Billion British thermal unita per day. Amounts reflect
100% af =ach entity's throughput volumes. TFlorida Gas and
Northern Border Pipeline are unconsclidated equity atflliates.
=/ TABLE=

gignificant componsnts of IBIT arc ag followa:

=THRBLE:

<CAPTIOH >

(Im millicns} 2000 19499 19548
=B =0 O il
H=t revenues EE50 L82e 56440
dperating expenses 280 264 =7a
Depreciation and amortizacion 57 E8 !
Bguity sarnings 63 18 iz
Jther, nes 25 46 25

Income before interesk and Eaxes £391 L3E0 5ag1
=/ TARALE=

HetT Revenuss

Revenues, net of cost of sales, of Transportation Services
inereaged 534 million [4%) during 2000 and declined 514 million
[2%] during 1959 as compars=d to 1%3E. Tn 2004, Transportatiaon
BerviceR' interatate pipelinee produced ptrong financlal pesulks.
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The wolumes transported by Transwestern increased 13 percent in
2000 as compared to 1%39. BMNertheen®s 2000 gross margin wasg
comparable to 1395 H&!pitt an B parcent decline in volumes
cransported.  Net revenues in 2000 were favorably impacted by
transpartation revenues from Transwestern's Gallup, Hew Mexico
expansion and by sales from Horthern's gas storage inventory. The
decrease in net revenus in 139%% compared to 1396 waa primarily

due te the expiration, in Ockober 1958, of certain transitiom

oot recovery aurcharges, parbtially offset by a Harthern sale of
gas starage inventory in 1939,

Operating Expenses

Operacing expenses, ineluding depreciation and amertization,
of Transportation Servicee lncreased 517 million (8%) duzing 2000
primarily as a result of higher overhead coeta related kKo
information technology and employes benefits, Operating cxpenses
decreaged 516 million (5% during 1%9% primarily as a result of
the expiration of certain transition cost recowvery surcharges
which had been recovers=d throwgh revenuss.

Equity Barnings

Bquity in earnings of unconsolidated equity affiliazes
inereased 525 million and 56 million in 2000 and 1999,
rEBpEGLivEly. The increasze in =guity earnings in 2000 as
comparesd to 1%3% primarily relates to Enren's iavestment in
Florida Gas. The increase in earnings in 1939 ae compared ta
19%8 wae primarily a result of higher earninge from Morthern
Border Pipeline and EOTT.

OCher, Het

other, net decreaged 521 million in 2000 as compared ka
19939 alfter increasing 521 million in 19%% as compared to 199E.
ITncluded in 2000 were galne related bo an enecgy caommaditcy
contract and the sale of compressor-related eguipment, while the
1939 amount ifncluded intersst income earned in connection with
the financing of an acquisitian by BOTT. The 19%8 amount
included gains from the aale of an lnterest 1o as eguity
Lovestment, substantially offset by charges related ca litigation.

Fortland General. Porcland Seneral realized IBIT ag follows:

= TRELE>
eCRPTION -
1In millions) 20a0 1959 15538
S Py Flad™ wlm
Revenues 3,256 $1,37% 51,196
Purchased power and fusl 1.461 6315 451
Cporating expeness ir1 ip4 2495
Depreciation and amorcizatbicn =11 181 183
QOther, net T4 54 1%
Income hefore interest and taxes 5 341 5 3ps % 288
« / TRELE »

Revenuss, net of purchased power and fuel cosks, increased 555
miliion in 2000 as compared bto L19%9%, The inersase is primacily
the result of a significant increase in the price of power sold
and an increaze in wholesale sales, partially offsek by higher
purchased power and fuel costs. Operating sxpenges increased
primarily due to increased plant malntenance costce related to
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periodic ocverhauls. Deprecliabicon and amortiration increased in
2000 primarily as a result of increased regulatory amortizacion.
Cther, net in 2000 included the impact of an Oregon Public

Ueiliey Commission [OPUS) arder allowing e=rtain deregulation costs
to be deferred and recovered through rate capea, the petclement of
litigation related to the Trojan nuclear power gensrating facility
and gains on the sale of certaln generation-related aepsebs,

Fevenues, net of purchased power and fuel costs, decreased 55
million in 199% a5 compared co 19%3. FRevenues increased
primarily as a result af an increase in the number of customers
perved by Portland General. Higher purchased power and fuel
costs, which inecreased 42 percent in 1%3%, offset the lncreaee in
revenues . Otbher incoms, net increased 331 millicn in 139% as
comparad to 1938 primarily as a result of a gain recagnized on
the sale of certain assets,

In 13%3%, Bnron entered into an agreement Lo sell Porkland
General Electris Company to Sierra Pacific Reaources. 5See Mote 2
to the Consclidated Pinancial Stateaments.

Ezatistics faor Partland Jeneral are azs fal laws:

= TRELE >
CAPTION:-

2000 1945 1554
w5 s P ™ o )
Elsctricity salea (thousand MWh) [a)

Residential 7,231 7,404 7.101
Commercial 7,827 7,332 a,741
Industrial 4,912 4,463 3,582
Toral rerail 19, 87% 19,259 17,444
Wholesalea 18, B4E 12,812 10,8849
Total electricity salee 38,420 31,871 28,312
Eeaource mlix
Coal 11% 15% 16%
Combustian Eurbine 132 B 132
Hydro & [£] =]
Tobal generation g 32 17
FLEm EIIU.I'{'I:I.H Ead 2] e -1
Secondary purchases A 11 7
Total regources 1008 1008 100%
Avarage wvariable power cost (Mills/EWh) (b
Generation 14.5 11.3 B.8
Firm purchaszes 34, F 23.2 17.3
Secondary purchasss 123.48 19.7 23,8
Total average variable power cost 37.2 20,4 15.6
Retail customers (end of period, thousands) 725 TLE 704

=FH=

[a) Thousand megawakbtt-hours.

ibp Milla 11710 cent) per kilowatt-hour,
=/ TARLE>

outlook
Enren Traneporcation Services 18 expected to provide stable
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esarnings and cash €lows during 2001, The four major natural gas
plpelines have sCrong competibiwe pasitions in their respective
markets as a result of efficient cperating practicea, compecitive
rates and favorable markeb conditions. Enron Transportakbion
Bgrvices expects to continue to pursue demand-drlven expansion
appartunicies, Florida Gas expects to complete an expansion that
will inecrease throughpot by 198 million cubic feet per day (MMof/d)
by mid-2001. FPlorida Gaa has received prelimipary approval from the
Federal Energy Regulatory Commission for an expansion of 428 MHcf/d.
expected Lo be completed by early 2003, and is also pursuing an

expansion of 150 MHcE/d that 1s expected bo be cespleted in mid-2003.

Transw=stern completed an expansicon of 140 ®MMcf/d in May 2000 and
ig pursuing an expandion of 5S¢ MMelf/d that fs expected to be
completed in 2001 and an additional expansion of up co 150 MMcE/Sd
chat L& expected ta be completed in Z002. Horthern Border
Partners is evaluating the development of a 328 mile pipsline
with a range of capacity from 375 MMef/d te 500 MMcE/d to connect
matural gaa producticn in Wyoming be the Herthern Border Pipeline
in Montana.

Tn 2001, Portland General anticipates purchased power and
fu=l costs to remain at historically high levela. Borzland
Feneral has aubmitted a request with the DPUC to recover the
anticipaced coet lncrease through a rats adjustmenc.

Wholesale Services

Enron builds its wholesale businesses through the ereacion of
networke invelving selectiwve asset gwnership, contractual acceas
to Chird-party aseete and market-making activities. EBach markes
in which Wholesale Services operates utilizes thease compeonents in
a alightly different manner and is at a different stage of
development, Thiep network straregy hag enabled Whalesale
Services Eo estabklish a leading poaition in ites markets.
Hholegsle Services' activities are categorized into two buaineae
lines; ta) CommodiCy Sales and Services and (b) Assets and
Invest=ents. Activitice may be integrated into a bundled product
ogffering for Barsn's customers.

Wholegale Services manages its partfolic of soncracta and
agsets in order to maximize value, minimize the asscciated risks
and provide overall liguidity. In doing o, Whalegale Services
uses porcfolio and risk management disciplines, including
affsetting or hedging Cransacticma, ©o manage exposures to market
price movements {commodities, interest rates, forelsn currencies
and equities] . Additionally, Wholesale Services manages ibs
ligquidity and exposure to third-party credit risk threugh
monetizaclion of 1ts contract pertfalio or third-party insurance
contracts. Wholeaale Services aleo se=lls interests in certain
investments and other agsets to improve liquidity and everall
return, the Eiming of which is dependent on market comditions and
managemant 's expectations of the investm=nt's values.

The following table reflects IBIT for each buasiness line:

zTARLE>

2CAPTIONS

1In milliconal 2000 159% 159p
ki L0as Fad ELad
Commadity sales and Bervices 51,6830 S ERIFA S 411
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ABsgets and dnvestmeEnts B4 Bz Toe
Unallocaced expendes (25%] [1E1] {152
Income hefore interest,
minoribty interestas and taxes 52,280 51,317 5 o8
= TRELE=

The Following discussion analyses Lhe conbtribubicns bte IBIT
for sach business line.

Commodity Sales and Services. Hholesale Services pravides
raliable commodity dellvery and predictable pricing teo ita
customers through forwards and other contracts. This market-
making activity includea the purchese, sale, marketing and
delivery of natural gas, electricity, liguids and other
commeditiea, as well asx ehe management of Wholesale Services' own
portfalia of contracts. Contracts asecciated with thia accivity
are accounted for using the mark-to-markest method of accounting.
Seg Hote 1 to the Consolidated Flpanclal Statementa. Wholesals
Services' market-making activity ie facilitated through a network
of capabilities insluding selective asset ocwnership. Accordingly,
cartaln asaets invelwed in the delivery of these services are
included in this business (such as intrastate natural gas pipelines,
GaE BLOTage farilitiee and ce=rtain electric geEneration assetsl .

Wholesals Services marketbs, transports and provides energy
commodities aa reflectad in bhe Eallawing table {including
intercompany amountal :

=TRELE >
2CAPTIDH =
2000 1539 1398
wm L il il
Fhyalical volumes [BBtue/d) (a) (b
Gags
United =tates 17,674 3,982 T.418
Canada &, 3585 4,358 3,488
Europe and Other 3,637 1,572 1,281
27,870 14,952 12,155
Transportation wvolumes G493 E95 £59
Total gas volumes 28,319 15,527 12,714
Crude oil and Liguids &, DAR 6,160 3,570
Electricityic] 17,308 10,742 11,024
Total physical volumes (BEtue/d) 51,715 32,4249 27,308
Elecericity vwSlums=s {thousand MWh]
United States S7H,TAT 380,518 401, 843
Europse and Other 5d , &T0 11,576 523
Total 633,457  3%2,084 402,372
Financial secclesments (notional, EBBbue fd} 1%6, 148 29,337 75,266
<FH=

(al Billicn British thermal unite eguivalent per day.

=] Includes third-party transacticns by Enron Energy Services.
(c] Represgente elacktricity wvolumes, coaverted co BRtuefd.

=/ TERBLE=

EBarninge Erom comsodiby eales and services ilncreased 31.4
Billian {160%) in 2000 as compared to 19%9. Increased praofite
fram Morth American gas and power marketing cperations, Eurocpean
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power marketlng operatione as well aa the value of new
businesases, such as pulp and paper, contributed to the esarnings
growth of Enronts commodity sales and services business.
Continued market leadership in cerms of volumeg transacted,
significant increases in natural gas prices and price walatility
in both the gas and power markets were the key contributors to
iacreased profite in the gae and power Antermediatisn businssses,
in late 19%9, Wholesale Services launched an Internst-based
Ecommerce system, EnronOnline, which allows wholesale customers
to view Enron's real clme pricing and to complete commedity
transactions with Enron as principal, with no direct intceraction.
In ice firac full year of operacileon. Enrandnline positively

impacted wholesale velumes, which increased 33 percent over 1399
levels.

Earnpinga from commadity sales and services increased 5217
million {53%) im 19599 a= codpared to 1598, reflecting strong
results from the intermediation buginesses in both Horth heserica
and Burcpe, which include delivery of energy commodicles and
agepociated riak management products. Whalesale Services also
suscessful ly managed its overall portfollio of contracts,
particularly in minimizing credit exposures utilizing third-party
contracis,. New product offeringa in coal and pulp and paper
markets alsa added favaorably to the results.

Agsets and Investmants. Enron's Wholesale businessss make
investments in various ensrgy and certainm related assers as a
part of ita network straktegy. Wholesals Services sither
purchases the asset from a third party or develops and constructs
the asgset. In most cases, Wholesale Bervices operates and
manages such assets. Earnings from these investments principally
result from operaticne of the assets or sales of ownership
intereagts,

Additienally, Wholesale Servicea inveate in debt and equiey
gacurities of energy and technolegy-related businesees, which may
also utilize Wholesale Services' products sand servizes.  With
thege merchank investments, Enron's influence ig much more
limited relative to assets Enron develops or constructs,

Earnings from theee activities, which are accounted for cn a

Fair wvalue basis and are locluded in revenues, result frem

changes in the market value of the securities. Wholesale Sarvicea
uses risk management diesciplinea, including hedging transactions,
ta manage the impact of market price movementas on lts merchant
investmence. See Hote 4 Ba the Consolidated Financial Stcatements
for a gummary of Lhess inovestments.

Earnings from assets and investments increased $39 millign
19%1 in 20090 as compared ta 1559 as a result of an increase in
che value of Wholegale Services® merchant investments, pqr:;ally
affser by lowsy gaina from sales of ensrgy assets. EBarnings from
aEa|k &]ZIE‘IS.t.'I.DIIE Were ECII'I'IP-EI‘.'ED].E to 19%% levels. Edfl!lj.t'lgﬂ- L rom
mzrchant investments were poaitively impacted by power-relaced
ard snergy iovestmants, partially offset by the decline in valus
of bechnology-related and certain energy-lobtensive industey
investments. Gains on pales of energy aseste in 2000 included
Che monetization of certaln European energy operations.

Earnings from assets and investments increased 5141 million
[23%) inm 19%9 as compared to 199E. During 19%9, earnings from
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Wholegale Services® ensrgy-relacted assets increased, reflecting
the cperaticn of the Dabhol Power Plant in India, ewnership in
Elektro Eletricidade e Servicoa 5.h. (Elektrol, a Brazilian
alpstrie vtiliey, and assets in varicus other developing martketbs.
Whalegale Services® merchant investments increased in values
during the year due to the expansion into certaln technology-
related investm=nts, partially offset by a decline in the wvalue
of certain enargy lnvestmenze. In El.ﬂ.di'_lﬂlﬂ. Wholesale Services’
189% earninge increased due to development and conatruction
activities, while gains on sales of energy assets declined.

Unallocated Expenges. Neb unallocated expenses such as
systess expenses and performance-related cests increased in 2000
due 3 graweh of Whalesale Ssrvices' sxisting businesses and
continued expaneion into new markebs.

Out loak

In 2000, Whalesale Serviess reinforced its leading positcions
in the natural gas and power markets in both Worth America and
Europs=. In the coming wear, Wholesale Services plane o continuws
to expand and refine lts exlisting energy networks and o extend
its proven business wmodel to new markete and industries.

In 2001, Whilepale Services plans te continue to fine-tune its
already succeasful existing snergy networks. In Herth Amerieca,
Enrocn expecta Lo complets the sale of five of its peraking power
plante located in the Midweet and its intrastate natural gas
pipeline. In =ach case, market conditioma, such as increased
liguidity, have diminished the nesd to own physical assets. For
energy networks in other geographlcal areass whers liguidity may
b= an issue, Enrcon will evaluate whether its exieting network
will bensfic from additfonal physical assets. The =xisting networks
in Horth America and Burope showld concinue tco provide opporrunicies
for gustained volume growth and increased profits.

The combinaticn of knowledgs gained in building necworka in
key emergy markere and che application of new technaolegy, such as
Enrononline, is expected to provide the basis ta extend Wholasale
Services' business modal To new markete and Industries. In key
interanakicnal markets, where deregulation is underway, Enron
plane to build energy nebworks by using the aptimum combination
of azguiring or constructing phweical aasete and securing
conktractual access to third party assets. Enron alse plans to
replicate ite bueinesa model to new industrial markeks such as
=atale;, pulp, paper and lumber, coal and stesel. Enron expecta to

use its Ecommerce platform, Enrononline, to accelerate Che
penetracion fnte these iAdudaEyies.

Earnings from Wholesale Services are dependent an the
grigination and completicn of transactions, some: of which are
1ndividually significant and which are impacted by market
conditlions, the regulabtory enviroonment and custamer
relationships.  Wholesale Services' traneactlone have
historizally been based on a diverse product portfolia, providing
a aoclid base of 'E'IH.J‘.'J"I.].I:I-EB. Enron'a B'I:I'El:'lﬁlll:".ﬂ_. incluﬂing ita
ability to identify and respond to customer needs, accese To
gxtenaive phyesical assets and its integrated product aoffercings,
are important drivers of the expected continued earninge growth.
I addition, 5igr:|rm-anL E-&I:r'li."".-:'_.]E: are -E.K.FI-EIi'L-Eﬂ. from Wholesale
Services' commodity portfolio and investments, which are subject
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Lo markst fluctuations. External factors, such as the amount of
volatility in market prices, impact the ssrnings sppartuniecy
associated with Wholeaale Services® businese. Risk related to
thess activities is managed using naturally offsetbing
Lrangactlons and hedge transactions. The esffectiveness of
Earon's rvisk management activitiea can have a material impact on
future earnings. See "Financial Bisk Management® for a
discuseien of market risk related to Wholeaale Servicea.

Eetall Energy Services

Energy Services sells or manages the dellivery of natural gae,
electriciiy, liguids and other commodities to industrial and
commercial customers located in Morth Bmerica and Burope. Energy
fZervices also provides outscurcing sclutions o customers for
tull emnergy mabagement. This integrated product includes the
management of commodity delivery, energy informaticon and ensrgy
amssets, and price risk management actiwvities. The commodicy portion
of the contracts asgofiabted with £his businsss are accounted for
uaing the mark-to-market method of accounting. See Hote 1 to
the Cansalidated Fipancial Statements.

« TABLE >
<CAFPTICON=
(In millicone) 2000 1599 19%8
=13 E{mi P g 2n
Revenues L4, 515 1, moY 51,072
Cast of sales 4,028 1,551 #455
Dperabting expenses 443 148 210
Depreciation and amortization ] 24 i1
Equikty losses (EQ) {2
Other, net 63 13 il
IBLT before items impacting
comparability 103 (6E] (11%|

ftems impacting comparabllity:
dain on The MNew Fower Company

BroslE 18SuAnce 121 - -
Retall Emergy Services charges (59) - -
Income (losal before intereat, minceiby
interests and caxes 3 165 3 (GR) g5 {11%)
=/TRELE=>

dperatimg Results

Revenuss and gross margin increaged 57,308 mlilllcn and 5331
million, reapectively, in 2000 compared o 1559, primarily
raaulting from execution of commitments on its existing customer
bagse, long-term snorgy contracts originated in 2000 and che
increase in the value of Energy Servicea' contract portfalia,
Operating expenses increased ag a resulc of coeta incurred in
building the capabilities to deliver services om existing
cugtossr conbracks and in building Ensrgy Bervices' coubsourcing
business in Burope. OLbher, net io 2000 consisted primarily of
gains associated with the securitizacion of son-merchant egquiky
Lasbkrumenkts. Eguity laosses reflect Energy Services® portion of
losges of The Hew Power Company

Items impacting comparabilicty in 2000 included a pre-tax gain
of 5121 million related to the issuwance of common atock by The
Hew Power Cospany and a charge of $5% million related to the
write-off of certain informatcion technology and other costs.
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The HNeow Power Company, which is approximately 45 percent owned
by Enron, was formed to provide elegtrigcity and natural gas te
repidentiz]l and small commsrclal custamers in deregulated
anergy markets in the United States.

Oukloak

During 2001, Energy Services anticipates continuved growth in
the demand for retail encrgy ocutscurcing sclutione. Energy
Eervices will deliver these services to its existing customers,
while continuing to expand ice commercial and industrial cusbomer
bas= for total snergy nu:nnurcing. Encray Services alao plana Eo
continue integrating its service delivery capabilities,
extend its businese model to related markets and affer pew
praducts.

Eroadbangd Services

In implementing Enton's network strategy, Broadband Services
is conatructing the Enrcn Intellis=nk Hetwoark, a nationwids
fiber optic network that consists of both fibker deploved by Enron
and acsguired capacity on non-EBEnron oetworks and is managed by
Enron's Broadband Operacing System software. Enron is extending
its market-makinmg and riek managemsnt akllla from itas energy
businese to develop the bandwidth intermediation business to help
cusComera manage unexpected Fluctuwakbkion in the price, supply and
demand of bandwidth. Enrcon's bandwidth-ocn-demand placform al lows
delivery of high-bandwidth media-rich content such as video
streaming, high capacity data transpert and video conferensing.
Broadband Services alsoc makes investments in companies with
related technolegies and wlth the potential for capical
appreciation. Eerpings from these merchant lnvestmentcs, which
are accounted for on 4 fair valuese basis and are included in
revenues, result from chanaea in the market values af the
gecurities. Broadband Services uwses risk management disciplines,
including hedging eransacticons, to manage the impact of market
price mowvementas on lte merchant investments. Broadband Services
alsa sells intereste in certain investmenta and octher assets =4
Lmpeoee liguidity and overall return, the timing of which is
dependent on market conditcleone and management's expectations of
Ehe ipvesEtment's value.

The components of Broadband Servicea' buslneases include the
development and constructclon eof Lhe Enron Intelligent Hetworlk,
2ales of excess fiber and seftware, bamndwldch incermediation
and the delivery of eantent. Significant components of Broadband
Serviges" resulcs are as followe:

s TABLE =
cCAPTION=
(In milliconm) 2000
cBe =0
Groga margin 53118
Operabting expenscs ans
Depreciation and amortization T
Qther, nest 4
Lose before interect, minaritcy

intereste and taxes 560

2/ TRBLE>

Broadband Services recognized a loss befare inkerest, minarity
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interects and taxes of £50 milliom in 2000. Oross margin
Included earninge from sales of exceas Ciber capaclty, a
significant increase in the market value of Broadband Services®
marohant lnvestmente and che menetizaclien of a portion of Enren's
broadband content delivery platform. Expenses incurred during
the pericd include expenses related to building the business and
depreciation and amortizacion,

Oure look

Broadband Services is extending Enron's proven business model
te the communications industry. In 2001, Enrco expects to
turther develop the Enron Intelligent Hetwork, a glebal breoadband
network with broad connecciwvity potential to bath buyers and
zellers of bandwidth through Enron's pocling poince. In
addition, Enron expects ta further deploy iks proprietary
Eroadband Operacing System across the Enron Incelligent Merwark,
enablimy Earon to manage bandwidth capacity independent of owning
the underlying fikber. Broadband Services expects its
intersediation transactien level to increase aignificamtly in
2001 as mare markeb participants connect to the pooling points
and transact with Enron to manage thelr bandwidth needs. The
availabilicy of Enron's bandwidth incermediation products and
prices on Enrondnline are expected to favorably impact the volume
of tramsactions. Im 2001, Broadband Services expects ta continue
Lo expand the commercial roll-ocut of its content service
offerings including wideo-on-demand. Enron éexpects the volume of
content deliversd over its network to increasse aes more conbent
delivery contracte are signed and as more distribution partner
lorations are connected.

Corporate and Others
Significant componente of Corporate and Other's IBIT are as
fallows:

=THBLE=
CAFTION =
[Im milllonep 2000 1959
v cl= F s
IBIT before items impacting comparability I2ED] 417
Teeme impacting comparabllity:

Chargs to reflect impairment by Azurix (326] -

Gaine on axchange and sales of BEnron 0il

& Gas Company (BEOG) estock - 454

Charge ta reflect impairment of MIEE asssts

and logess on contracted MTEE productian - {441)
Loss before interest, mimority intersscs
and taxe=sg SiGELS) & [4)
</ TABLE >

Regults for Corporate and Sther fn 2000 reflect operating
legges from Enron's investment in Azurix (excluding the
impairments discussed below) and increased information techoology
employes compengacion and corparate-wide sxpenses,

Eesults for Corporate and Other in 19539 were impacted by
higher corporace expenses, partially cffaer by increased sarnings
from EREC resulting from increased sales volumes from 1Lt German
manufacturing subsidiary and from the complecion and sale of
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certain domestic wind projects. Enron also recognized higher
earnings related to Azurlx. Resulkts ln 19%8 were favorably
impacted by increases in the market value of certain corporate=
managed [inancial instruments, partially offset by higher
corporate expenses.

Tteme impacting comparability in 2000 included & 5328 millien
charge reflecting Enron's porticn of impairmente recorded by
Azurix related to apsete in Argentina. Ikeme impacting comparabiliby
in 1989 included a pre-tax gain of 5454 million on the exchange and
sale of Enron's imnterest in ECQ {seoe Wote 2 to the Consoclidated
Financial Statements] and & 5441 million pre-tax chargs far the

lmpairmﬂnt of 1Tte MTEE aggeta (gee Hote 17 o the Coneolidated
Financial EStatems=nts).

During 1%38, Enron reccanized a pre-tax gain of $2Z millicn on
ehe delivery af L10.5 million shares of BEOO stock held by Enron as
repayment of mandatorily exchangeable debe. Enron also recorded
a 561 million charge to reflect losses on ceontracted MTEE
proeduction.

Interest and Related Charges, MNet

Interast and related charges, net of interest capitalized
which totaled 338 million, %54 million and 566 millien Far 2000,
15%3 and 159%3, respectively, increased to 5336 millicn in Zooo
from 3656 million in 199% apnd 4550 millicn in 1998 . The increass
in 2000 ag compared to 1%39% was primarily a result of ilncreased
long-term debk levels, increased average short-term borrswings,
shortc-Term debt assumed as a result of the acquisition of MG plc
and higher interest rates im the U.5., The increase was partially
aoffs=t by the replacement of debt related tec a Brazilian subsidiary
with lower inkersst race debt.

The increase in 19%9 as compared to 1998 was primarily due to
debt lssuances and debk related bo a Brazilian subsidiary, partially
offs=t bv a decrease in debt related to BEOG following the sale and
Erchange of Enron'a laoteressgcs in Auguut 1955, Sam Mobte I to the
Cconsaolidated Financial Statements.

Minority Intersats
HMinzrity intereste include the following:

<TAELE=

SCAPTIONS

{In millionsd 2900 1383 1736
mEm S 0= =il
Elektrola) §331 0§39 & -
Majority-ownad limited liabilicy

company and limited partnerships 1035 71 E
Enron 011 & Gas Company - 2 24
acher 1& 23 51
Total £154 5135 s 77

<FH >

ia} Eelates to the reapectcive parents of Elektro, which had
minarity sharsholders in 2000 and 15%3%9. Zes Hote B Lto
the Conaclidated Financial Scacements.

o TABLE =

hitp:/fwww sec.gov Archives/edgar/data 1024400000028 10 1T S00005/ eneB-k.x 130001

Q0200000000748



Page 16 of 65

Minoricy interests include Elekbtro beginning Januwary 1, 1955,
a majority-owned limited liakilicy company and majority-owned
limited partnerships since their formation during 1%3%E through
2000 and BOS unkil the sxchange and sale of Enron's interests
in Auguse 1999 |=es bobe 2 o the Consolidated Financial Scatements) .,

Income Tax Expense

Income tax expense increased in 2000 as compared to 1543
primarily as a reaulr of increased earnings, decreased soguity
carnings and decreased tax benefits related to the foreign tax
race differential, partially offset by an incredss in the
differsnces betw=sn the book and tax basis of certain asssts and
sSToCk Rales.

Income tax expense decreasaed in 199% compared to 19%8
primarily as a result of increased equity earnings, tax benefits
related to the foreign tax rate differential and the awdit
settlement related te Monbhly Incose Preferred Shares, parsially
offset by increased earninga.

Cumelative Effect of Accounting Changes

In 1332, Enran recerded an atter-tax charge of 5131 =illien te
reflect che inicial adeption (as of January 1, 1998 of two new
accounting pronouncements, the AICPA Stabtement of Position 98-5
(30P 98-5), "HReporting on the Costs of Start-Up hotivities,® and
the Emerging Iseues Taegk PForce Issue Ho. 58-14, "Accounting for
Contracts lovolved in Energy Trading and Risk Management
Aotivities.® The 1239 charge was primarily relared to che
adaptlon of S0OF 53-5.

HEW ACCOUNTING PRONQUNCEMENTS

In 1998, the Financial Accounting Standards Board (FAZSB]
1egued Statement of Fimancial Accounting Standards (SFAS) Mo,
133, "Acoounting for Derivabive Tnstruments and Hedging
fetivities, " which was subseguently amended by SFAS He. 137 and
SEAS Mo. 13B. ESFAS Ha. 133 must be applied to all
derivative instrumente and certain derivative instruments
erbedded in hybrid instruments and requiree that sush lnsepusests
e recorded in the balance shest sither as an asset or liability
measurad at ite falr value through earnings, with special
accounting allowed for cercain qualifying hedges. Enroa will
adopt SFAS Mo. 133 as of Januwary 1, Z001. [Due co
the adeption of SFAS He. 133, Enron will recognize
an after-tax non-cash lass of appromimately 55 million in
parnimge and an after-tax non-cash gain in "dther Comprehenalve
Income, " a component of shareholders' eguity, of approximately
522 millicn from the cumulative =ffec:t of a change in acoounting
principle. Enven will alag reclasalfy 5532 million from “Long-
Term Debt® to "Other Liabilities™ due to the adaption.

The total Lmpact of Enron'e adopblon of SFAS HNe. 133
on earnings and on "Other Comprehengive Income® is
dependent upon certain pending interpretations, which are
currently under consideration, including thoee related £a
*normal purchases and narmal sales® and inflation escalators
included in certaln conkract payment provisions. The
interpretations of these issues,. and octheras, are currently under
conglderacion by the FASE. While the uwltimate concluelons
reached on interprecations being considered by the FASE could
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impact the effects of Enron®s adoption of SFAS No. 133,
Enron doeg not belleve that sueh conclusions would have a material
effect on ite current estimate of the impact of adopticn.

FIHANZIAL COMDITIOH

Dagh Flows

< TARLE =~
CARFTION =
(In millions) 20019 1553 1536
wHm == sl <
Cash provided by [used in):
operacing activities 5 o4,77a 5 o1,2:%B % 1,640
Invescing activities i4, 2640 (3,507 {3,965]
Financing activities 571 Z,4585 2,265
< TEELE=>

et cash pravided by operating actbivities increaped 53,551
million in 2000, primarily reflecting decreases in working
capital, positive operating results and a recelpt of cash
apeoclated with the assumption of a4 contractual obligaticon.
et cash provided by operating actiwities decrsased 5412
million in 1%33, primarily reflecting increases in working
capital and pet assekbs from price risk management activities,
partially offeet by ifncreased sarnings and higher proceeds from
gales of merchant assets and inveetmente., The 19%8 amaunt
refleccs pasitive operating cash flow from Enron's major
business segments, proceeds [rom sales of interests in ensrgy-
r=lated merchant asaets and cagh from ciming and ocher changes
ralated to Enropn's cammodity portfolio, partially offsat by naw
investments in merchant aseets and investments,

Kt zash used Lo investing ackivities prisarily reflects
capital expenditures and eguity investmence, which tocal 53,3114
million din 2000, $3,085 milliaon in 1%9% and 53,584 million in
1538, and cash uvsed for buelnesa acguisitlons. Eee "Capital
Expenditures and Equity Inveactmenta®™ below and see Mobe 2 to
the Consolidated Financial Ztatements for cash wsed for busineae
acquiaitiona. Parcially offsetting these uses aof cash were procesds
fre= gales of non-merchant aseete, including certaln eguity inabtruments
oy Emergy Bervices and an international pawer project, which tetaled
£494 million in 2000, Proceeds from non-merchant asset sales weare
5294 mbillion in 1599 and 5239 million in 1598,

Zaph provided by financing activicies {in 2000 fneludnsd
proceeds from the issuance of subsidiary equity and the issuance
aof common atack ralated Ea employes benefit plans, partially
cffsec by payments of dividends. <Cash provided by [inansing
ackivitims in 19%9% included proceesds from tche net igsuance of
ghcrt- and long-term debt, the issuance of commaon stock and
the issuance of subeldlary equiry,. partially offset by paymente
af dividends. Cash provided by financing activities in 1396
imcluded proceede From che net issuvance of short- and long-term
debt, the issuance of common etock and the sale of a minority
lnterest Ln & subsidiary, partially offset by payments of dividends.

Capital Expendiburss and Bguity Investmants
Capital expendicures by cperating pegment are ag follows:
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<TRBLE=
cCRPTIONS
2001

iIn millicnal Egtimate 2000 1999 19%4
EhaE LA il wlm il
Transpartation and Distribution § 1449 s 27 i 316 5 310
Wholezale Services | 1,2E0 1,216 TaE
Eetail Energy Services 50 70 G4 5
Broadiand Services 704 4135 -
Exploration and Producticon - - 2ig 50
Corporate and Ocher 47 325 541 124

Total 51,500 52,381 §2,363 31, %05
o TAEBLE =

Capital expendicures increased 513 million in 2000 and
2458 million in 159% ag compatred to the previcus year.
Capital expenditures in 2000 primarily relate bto construction of
power planta to extend Whalesals Ssrvices' pnetwork and fiber
optic network infrastructure for Broadband Serviees. During
1335, Wholesale Services sxpenditures increased dus primarily ko
construction of domeatle and inkerpational power planta. The
159% increase in Dorporate and Other reflects the purchase of
cartaln praviously leased MTBE-related aspsets.

Cach used for investments in equity affilistes by the
operatling segments is as follows:

< TABLE:

2CAFTLON =

[In millicnsg) 000 1965 1558

8= 2 20 2

Transportation and Distributien £ 1L § - 5 27

Wholesale Services 511 712 701

Corporate and Other i1 10 329
Total E9313 aTaz H1,8549

«/ TABLE =

Eguity inwvestments in 2000 relate primarily Eo capital
invegted for the ongoing construction, By a joint vencure, of a
power plant in India as well as other lpternational investmeEnts.
Equity laveskements in 19%9 relate primarily to an inveatment in a
joint wventure that holde gas digtribution and related
businesses in South KEorea and the power plant project in India.

The level of egpending for capital expenditures and egquiky
investmencs will wvary depending wpan conditions in the energy and
broadiand markets, related sconomic conditions and idencified
opportunities. Management expests that the capical spending
pregras will be funded by a combination of internally generated
funds, proceesds from dispositions of selected amaets and ahort-

nd leng-term borrowings.

Working Capical

At December 31, 2000, Entvon had working capital of 52.4
billien. If a working capital deficit ahould accur, Enron hag
credit facilities in place to [und working capital reguiremsnts.
At Decemb=r 311, 2000, these oredic lines provided for up o 54.2
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billien of commitbted and uncommitted credit, of which 5230
millien was ocubkscanding. Certaim of the credit agreements
contain prefunding covenants. However, such covenants are nob
axpacted to restrict Enron's access to funds under these
agreements. In addition, Enron sells commercial paper and hag
agresments to se=ll trade accounts receivable, thus providing
financing to meet seasonal working capital nesds. Managemsnt
believer that the scurces of funding described above are
gsufficisnt te mesr shore- and long-term liguidicy neede oot met
by cash £lows from operations.

CAPITALIZATION

Total capitalization at Decesber 31, 2000 was $28.0 billion.
D=bt as a percentage of botal capitalizactien increased to 20.9%
at December 31, 2000 aE compared to 38.5% at Degember 31, 1589,
The increass in the ratio primarily reflects inoreased debt
lavels and the impact on total eguity of the decline in the value
af the British peund sterling. This waa partially offset by the
igsuances, in 2000, of Enron common stack and the coankributisn of
comman shares (see Nobte 16 ta the Consolidated Financial
Btatemants) . The issuances of Enron common stock prisarily related
to the acquisition of a minority shareholder's interest in Enron Energy
Services, LLC and the sxercise of employes stock optisns.

Entrcn ig a party to certain financial contracts which contain
provisions for esarly setklemsnt in the event of a significant
market price decline in which Enron's common stock falls b1 o
carkain levels (prices ranging fros 520,20 to $55.00 per share)
or if the ¢redit ratings for Enron's unsecured, senior loog-tesm
debt ckligations fall below investment grade. The impact of thie
sarly settlement could inslude the ifseuance of additional sharea
of Emrcn common atock.

Entcn's senior unsecured long-term debt is currently rated
BRERs+ by Standard & Poor's Corporation and Fiesh IBCA and Baal by Hﬂﬂdy'ﬂ
Investor Service. Epron's continued investment grade statuas is
cricical te the success of its wholesale businepses as well as
its ability to maintain adequate liguidity. Enron's management
believeg it will bBe able to maintain ita credit racing.

FIMANCIAL RIESE MANAMGEMENT

Wholesale Services offers price risk management services
primarily related to commodities associlakbed with the energy
pechar inatural gas, electricity, crudes o1l and nacural gas
liguida) . Enargy Services and Broadband Services also offer
price risk management gervices Lo their custgomers. These
garvices are provided through a wvarlety of financial instruments
including forward contracts, which may invelwve physical deliwvery,
gwap agresments, which may reguire payments to {or recelpt of
payments from! counterparties baged on the differential between a
fixed and wvariable price for the commodity, options and other
contractual arrangements. Inkterest rate risks and Eareign
currency risks associated with the failr wvalue of Wholesale
Services' commodities portfclic are managed using a varieky
of financial instruments, including financial futurss, Swaps
and options.

on a much more limiced basis, Enron®s other businssses also
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enter into financial instruments sueh as ferwarda, awaps and
ather conkracts primarily for the purpese of hedging the impact
af market fluctuaticns on assets, liabilities, productien or
ather contractual cesmietments, Changes in the market wvalue of
Liese hedge transactions are deferred uwntil the gain or losa la
recognized on the hedged item.

Enron manages market risk on a portfolio basia, subject te
parameters eatablished by ite Board of Directors. Market riaks
are monitersed by an independent riek control group operating
separat=ly from the unite that create or actively manage thessa
risk exposures to ensure compliance with Enron's stated risk
management policies,

Marks=t Rigk

The use aof financial inastrumenta by Enron’s businesses may
expose Enron to market and credit risks resulting from adverse
changea in commodity and equity prices, inkereak ratea and
foreign exchange rates. For Enraon’s businssses, the major market
rigke are digcussed below:

Commodity Price Risk, Cemmodity price risk is a conseguerce
of providing price risk manmagement services Lo customers. BAs
dizcuegased above, Enron actively manages thia risk on a portfelio
bagis to enpure compliance with Enron's stated risk managemsnt
palicies.

Interest Rate Risk., Interest rate risk is alse a conssguence
of providing price risk management services to custemers and
having wariable rate debt cbligations, as changing intersst rates
impackt the discounted walue of future cash flows. EBnron utilizes
Forwarda, fubures, swaps and options to manage ite interest rate
risk.

Forsign Currency Exchange Rate Risk. Foreign currency exchangs
rate risk iz the result of Enron's intermaticnal aperationa and
price risk management services provided to its worldwide customer
base. The primary purpsse of Emnrcn's forelgn currency hedging
activicies is te proktect againet the volatility associated with
foreign currency purchase and cale transactione. Enron primarily
utilizes forward exchange contracts, futures and purchased
options to manage Enron's risk prefile.

Equity Risk. Equity risk arises from Enron's participation
in investments. Enrcen generally manages this risk by hedging
gpecific investments using futures, forwards, sewape and options.

Enrcn evaluates, measures and manages the market risk in its
investments on a daily baegila wrtilizing value at risk and other
methadologieas. The gquantification of markec risk using value at
risk provides a consistent measure of risk acrose diverse marksts
and producsts, The use of these methodelogies reguirss a number of
key assumprions including the selecticn of a confidence level for
expected losses, the holding pericd for liguidation and the
treatment of risks outside the walue at risk methodologles,
including liguidity risk and event risk. Value at riak
represents an estimate of reasonably possible net losses in
earnings that would be recoghnized on ice investments assuming
hypothetical meowvementa in future market rates and no change in
pogitiona. WValue at risk is not necessarily indicative of actual
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regults which may ooour.

value at Risk

Enron has performed an entity-wide wvalue at risk analysis of
virtwally all of Enron'e financial instruments, including price
risk managesment activities and morchant investmente., Value at
rigk incorporates numercus variabkles that cculd impact the fair
value <of Enrcn's Lovestments, including commodity prices,
interast ratee, foreign exchange rakes, equity priszes and
aggogcisted voelatilities, as well as corralation within and acroaes
thess variables. Enron estimstes valus ab risk for commadity,
interast rate and foreign exchange exposures using a model based
an Monte Carlo simulation of delta/gasma positions which captures
4 gignificant portion of the exposure related Eo ocption
positions. The wvalue at risk [for eguity exposure discussed above
is based on J.P. Meorgan'a REiskMetrlieoa|TM] approach. Both walus as
rigk methods utilize a one-day holding period and a 95%
confidence level. Cross-comsodity correlations are used as
appropriate.

The use of walue at rigk models allows management to aggregate
rigka acrods the company, compare risk on a consistent basis and
identify the drivers of risk, Because of the inherent
limirationg te waluse at risk, including the use of delta/gamma
approximations to value optione, subjectlvity in the chaics of
liguidation pericd and reliance on histarical data to calibrace
the models, Enron relies on value at risk as anly one component
ia its risk control process.  In addition to using waluse ab risk
meagureg, Enren performs regular stress and scenario analyees to
eatimate the economic impack of sudden market moves on the value
of its portfolica. The resulte of the stress testing, along with
the professicnal judgment of experienced businese and riask
managerse, are uaed Lo supplement the value at risk methodology
and capture additional market-related risks, includiag

walability, liguidity and event. concentraticn and correlatison
risks,

The following cable illustrates the wvalue at risk for sach
companent of market riak:

=TARELE=
cCABT ION
December 31, Tear ended December 31,
High

[In millions] 2007 1%%9  Average(al Valuakionla)
L P ey F1adS cC= e
Trading Market Riak:

Commadity priloe(bl 564 521 550 a1

Interest rate - - - -
Fareign currency

exchangs rate
Equiktyic] 55 e 45 59

Hon-Trading Market Riak [d} -

Coamedity price 2 1 5
Incerast ratce - 2 1 Z
Forsign Currency

exchanges rate ] 4 a 10
Bgulity 7 k| L] 7
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B 2 o

[ay The average value presents a twelve month arerage of the
menth-end values.  The high and low valuatione for eash market
risgk component represent the highest and lowest month-end wvalue
during 20440,

izl In 2000, increased natural gas prices combined with
increased price wolacility in power and gas markets caused
Enron's wvalue at risk to increase significantly.

izl Enren's equity trading market risk primarily relates to
merchant invesimenls (ses Hote 4 to the Consolidated Finmancial
Btatements). In Z000, che walue at risk sodel utilized for

equity trading market risk was refined to more closely correlate

with the wvaluation methadelogies used for merchant activicies.
{dl  Includes cnly the risk related to the Tinancial instruments

Chat serve as hedges and does net include the relaced underlying

hedged item.
< TABLE>

Bocoounting Policles

Accounting policies for price risk management and hedging
accivities are described in Hote 1 to the Consolidated Flnancial
Statements.

INFURMATION REGAEDING
FORWARD -LOOXING STATEMENTS

This Report includes forward-looking scatements within the
meaning of Section 2TH of the Securities Ast of 1933 and
Smction 21E of the Securities Exchange Aot of 1934, &1l
statements other than atatementa of historical Facks
contalned im this document are forward-leocking statementa.
Faorward-leocking statements ineluds, but are not limited tao,
gtatements relating to expansion opportunities for the
Transportaticn Services, extension of Enron's business model to
rnew markets and industriea, demand fn the marker for broadband
gervices and high bandwidth applications, transaction volumes in
the U.5. power marker, comsencement of commercial operationa of
new power plants and pipeline prajecte, completion of the sale
of certain asegeks and growth in the demand for rerall snezgy
outsoursing soluticne, When vsed in this document, the worde
"ankCieipats, ® "beliewve * "gstimate, * “expecte,” "intend,® Ymay, "
"project,® "plan, " *sheuld® and similar expressione are intended
te be amocng tEhe stabements that ldentify forward-looking
stabements. Although Enron belisves that its oxpectatisns
reflected in these forward-looking statements are based on
repeonable assumptions, such sTatemence invelve risks and
uncertainties and no assurance can be given that actual resulte
will be congistent with Ehess forward-looking etatemente.
Impartant factore that ecould cause actual results to differ
materially from those in the forward-locking statements hersin
include success in marketing nmatural gas and power to wholesale
cugbomers; the ability of Enron to penstrate new retail matural
gas and electricity markete (lmncluding energy cutsourcing
markets) in the United States and fareign jurisdictions;
development of Enron's broadband petwsek and custamer demand far
intermediation and content services; the timing, sxtent and
market effects of deregulaticn of energy markets in the United
Stakea, including the current ensrgy marke:s conditions in
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California, and in foreign juriadicticns; other regulatory
developments in the United States and in foreign countries,
including cax legislation and regulations; political dewvelop=snts
In fareign cguntries; the exXtent of affarkts by governments ta
privatize natural gas and electrige utilicies and cther
tndusgtries; the Ciming and extent of changes in commodity prices
for crude oil, natural gas, electricley, foreign currency and
interest rates; the axtent of success in acquiring oil and gas
proparties and in dizecovering, developing, producing and
marketing rescrves; the timing and succese of Enrcn's effores to
develop international power, pipeline and other infrastructure
projects; the effectivenese of Enron's risk manageme=nkt
activities; the ability of cpouncerparcies to Einancial risk
manager=nt instruments and other contracts with Enron to meat
their financial commitmencs co Enreon; asnd Baren's ability to
access the capital markets and eguity markete during the periods
coveared by the forward-locking statements, which will depend on
general market conditiona and Enron'a abiliky ko saintain the
credit ratings for its unsecured sendor long-torm debt obligations.

<PRGE:
ESFORT OF INDEFEHDENT PUBLIC ACCOUNTANTS

T the Shareholders and Board of Directeors of Envon Corp.:

We have audited the accompanying consalidated balance gsheat af
Enron Corp. dan Oregon corporation] and subeidiaries as af
December 31, 2000 and 1%95, and the related consolldated
statements of income, cosmprebensive income, cash flows and
changes in shareholders' equity for each of the three years in
the period ended December 31, 2000, These financial statements
are the responsibility of Enren Corp.'s management. Our
responaibiliey ia te axpress an cpinign on these financial
statemants based on cur sudits.

We conducted our audits in accordance with awditing ecandards
generally ascepted in the United States. Those standards reguire
that we plan and perform the sudit to cbhtaln reaponable assurance
about whether the finaneial statements are free of macerial
misstatement. &n aoudit includea examining, on a test basis,
evidence supporting the amountce and diepcloeurss in bhe financial
statements. An audic also includes assessing the accounting
prinziples used and plgnificant estimates made by managemsnt, ag
well ag evalusting the averall financial stabement presentation.
He balieve that sur audits provide a reasonable baris for our
opinion.

™n our apinion, the Financial statements referred to abowve
present fairly, im all material respects, the financial position
af Earon Corp. and subsidiaries as of December 31, 2000 and 15398,
and the resulta of their aperations, cash flows and changesa 1ln
ghareholders® eguity [or each of the three years in the period
ended December 31, 2000, in conforwmlity with accounting principles
-EE‘HEEE.-. 1}" &C‘tepttd in the United States.

Az diacusged in Hote 18 to the= cansalidabted Financial
statements, Enren Corp. and subsidiariea changed its metkhod of
arcounting Eor costs of start-up ackhivities and its method of
accounting for certain centracts invelved in energy trading and
riak management sctivitiss in the first guarter of 1995,
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Arthur BAnders=n LLPF

Houston, Texas
Fehrvary 23, 2001

< BHREE -
<TARBLE=
ENRON CORP. AND SUBSIDIARIES
CONSERLIDATEDR THCOME STERTEMENWT
=CAFTION>
Year ended December 31,
(In millicns, except per share amounkbs] 2000 1983 LE3E
zEn =iz = <C=
Revenues
Fatural gas and other products & R0O,.500 519,518 513, 278
Electricity 33,823 15,236 131,239
Metals G, 2314 E
Orher 7,233 E,331R 4,045
Total raverpissg 100, 78S 40,112 11,260

Caosts and ExXponses
Cast of gas, electricity, metalas and

athor producte 94 517 34,761 26,381
Uperating expenses i, 1B4 1,045 2,473
Cepreciation, depletion and

amertization E5S BT B27
Taxes, other than income taxes 280 153 2a1
Impairment of long-lived assets - 441 -

Total coste and expenses 98, B34 i35, 3140 23,882
Operating Inoomes 1,958% Boz 1,3%E

ocher Income and Deducticns
Equity in earninge of unconsclidated

equity affiliates a7 3049 aT

Gaina on Bales of non-merchant assets 146 541 56

Gain on the issuance of stock by THREC, Inec. 121 - .

Incerest Lncome 21z 1462 BB

Other income, net (37 131 (37h
Income Before Interest, Minarity

Interegta and Income Taxes 2,482 1,985 1,582
Interest and relaced chargee, net axg ELE 5510
Dividends on campany-obligated preferred

pecurities of subsidiaries 77 TE 77
Minority intereste 154 135 77
Income tax =XpeEnsges 434 104 175
et income befare cumulative offect of

accountlng changes 578 1,924 T3
Cumulative =ffect of accounting changes,

net of tax - 1131 -
Ket Income a7 o a93 743
Freferred stock dividends B3 -1 17
Earninga on Common Scoch 1 a458& b= ax7 - S
Earnings Per Shars of Common Stock

Basic
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Before cumulative effect of acocountbing

changes £ 1.2z &
Cumulative effect of accounting changea -
Bagi¢ earnings per shars -] 1.23 L4
Diluted
Before cumulative effect of acocountcing
changea £ 1.12 §
Cumulative effect of accounting changea -
Diluted earnings per share s 1.12 S
Average HNumber of Carmon Shares Used in Computabion
Basic Tag
Diluted al4

o FH

1.36
[0.159)
1.17

.27
{0.17)
1.1

TOE
TER

Page 25 of 65

g 1.07
& l.ﬂ;
F 1.01
4 i.ﬂ;
643
G55

The accompanylng notes are an integral part of these consolidated financial

statements.

</ TAGLE =
wPRGE.
<TABLE =~
EMRON COEF. AND SUBSTIDIARIES
CONSOLIDATED STATEHENT OF COMPREHENSIVE INCOME
=CAPTION =
Tear ended Docember 31,
(In milliong) 2000 15999 199E
=8> 'Y Flad' el
et Income 5 B7a 5 B53 3 763

Doher comprehensive income:
Fnrtign CUrrancy cranslacian

adjustment and other (30T (57%] [14}
Tatal Comprehensive Income & 672 2 314 g GED
= Fli=

The accompanylng neotes are an integral part af these consolidated
Financial stabements.
=/ TAELE =

cPAGE=
= TAHLE=-

EHRQM CORE, AND SUBSIDLARLIES
COMNSOLTDATED BALANCE SHEET

<CAPTIUN>
Decembar 311,
tIn millions) 2000 1359

5 m el il w
BSEETE
Current Assebs
Cash and cash sguivalents 51,374 [ IRA
Trade recelvables (net of allowance
for doubeful accounts of 5133 and

540, reapectlvely) 14, 354 3,030
dther receivables 1,874 ElA
Ass=ts from price risk managemant

activities 12,018 2,205
Inventories 51 EL-E
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DeposiCa 2,433 A1
ather 1,333 E3E
Tobtal current assets 3Q,381 T.255

Investments and Cther AsSseTE
Inveacmenta in and advances to

uncensel idated equity affillaces 6,294 5,036
hgsets from price risk managsment
acrivizias E,9RR z, 524
Goodwill EET 2,799
Other E.dED 4,881
Total investments and other assets 23,37% 15,445

Preparey, Plant and Equipssnt, abt coat

Hatural gaf transmiseion £,915 £, 348
Elegtris generation and distribucion 4, TEA 1,582
Fiber optic netwosrk and egquipment EEE] 3TH
fonstruction in progress B8z 1,120
bl 2,256 1,913
15,4543 13,912

Less accumulated depreciation,
depletion and amortization 3,716 1,231
Property, plant and eguipm=nt, net 11,743 10, 681
Taotal RBEEREE £65,503 £33,381

= Fl=

The accompanying notes are an inktegral part of these
consalidated financial statemente.

=/ TAELE=>
=PAGE=
e TABLE:=
EHRON CORP. AND SUBSIDIARIES
CONEOLIDATED BALANCE SHEERET
=CAPTION=
Dacembear 31,
(In mllliens, excs=pt shares) 20064 1955
FI:5% ] s

LIABILITIES AND SHAREHOLOERS' EQUITY
Current Liabilities

Aocounke payable 4 0,777 L3, 154
Liabilities from price risk
managemnent ackivities L, 495 1,8%g
Shart-term debi 1,673 1,a0a1
Custsmers' deposibs 4,271 44
Other 2,174 1,724
Total current liabilities I8, 448 5,758
Long-Texrm Debt 8,550 7,151

Defarred Credits and Ocher Liabilicies

Deferred income taxes 1,844 1,894
Liabilitvies from price risk

mansgament activities F,423F 2, 880
Cbher 2,652 1,587

Total deferred credibts and

hitp:/fwww sec. gov/ Archives/edgar/data/ 1 02440 1 /OBI0MYG2R 101 SO0005/enel-k.1x LO/300]

Q0200000000759



cther liabalities 13,753
Cammitments and Contingenciss
iMokea 13, 14 and 15)

Hinosrity Interests 2,414

Campany-Dbkligated Preferred Securities
af Bubsidiaries ap4d

Sharehslders® Equity

Second preferred stock., cumulative, no par

walue, 1,370,000 sharea authorized,

1,240,923 shares and 1, %8, 184 shares

igaued, respectively 124
Mandatorily Convertible Junior Prefarraed

Stock, Series B, no par wvalue, 250,000

shares isaued 1, 000
Common stock, no par wvalue, 1,200,900,000

shares authorized, YE2,205,11% shares

and 716,865,081 sgharea iLsgued, fEEpECLiVElr B, 148
Retained marnings 3,226
Rocumulabed other cosprehensive ilncomse {1, 048]

Comman stock held in treasury, 577,065
shares and 1,337,714 shares,

reapectively 132]
Restricted stock and other [1£8]
Tatal shareholders' eguity 11,470
Total Liakilities and Shareholdera® EBguicy S65, 503
wFH =

The accompanying notea are an integral part of these
consolidated financial statemsnbs.

6,471

2,430

1,400

130

1,000

6,837
2,638
iT4al}

[ao)
{105}
2,370

533,381

Page 27 ol 65

vear ended Docomber 31,

«/ TABLE =
= PAOE=
<THABELE=>
ENEON CORP. RAND SUBSIDIARIEES
CONEDLIDATED ETATEMEWNT OF CASH FLOWS
s CAPTION =
iITn millisns) 2030
S L

Cagh Flows From Operatlng Rctivities
Feconciliation of net income to net
cash praovided by operating activities

Het incams 5 947G
Cwmalative effect of accounting changes -
Cepraeciaticn, depletion and amortization 455
Impairment of long-lived assecs [(including

egquity invearmants) iZE
Deferred incoms Taxes 207
Gains on sales of non-merchant assets 11460
Changea in componentes of working

capital 1,69
Ket aesets from price rigk management

activities [T63]

1953

L

5 493
131
870
441

21
15411

(1, 000]

[335])

hitp:fwww see gov/ Archives/edgar/data’ 1 024401 0000909281 0] 500005 /encB-k.txt

1258

il
5 |
az7
a7
(8z2h

12330

450

10/30:01

Q0200000000780



Page 28 of 65

Mepchant aepsets and investmeEnts:

Bealized gaina on salea 11341 | 7561 {BZE)
Proceesds from sales 1,638 2,417 1,434
hddiciens and unrealized gains 11,2485) [E27] {F21)
Cbher operating activities 1,113 174 (8T
Het Cach Frowided by Dperating Activities 4,779 1,224 1,840
Cash Flows From Lnvesting Activities
Capital expenditures (2,381 (2,3163) (1, 905)
Bquity investmentcs {933) [T22) 11,655%)
Froceede from sales of pon-werchant assets 484 284 239
Acquisition of subsidiary stock {485 - |1aG)
Buainese acguisitions, ne=t of cash acguired
{sme Hote 2} {I77] [311) {104}
Other investing activities {182) {435} 13560
Met Cagh Uzed in Investing Activities (4,284) [%,807) (3, 968}
“ash Flows From Financing ARctivicies
Issuance of long-term debt 3, 594 1,776 1,503
Repayment of lodg-term debk (2, 337h (1,B37) 1870}
Het increase {decreasel in short-term borrowlinges (1,558 1,565 {15}
Het issuance {redempticn) of company-chbligaced
preferred ascurities of subsidiaries [9E) - E
Igsuance of common stock a7 B52 BET
Isauance of subsldiary eguity L00 5RE are
Dividends paid {521 148 7T (414}
Het disposition of treasury stock 327 138 13
dther financing activicies {6} 1140} BF
Met Cash Provided by Flaancing Activities 571 2,488 3,288
Increase (Decrease] in Cash and Cash Equivalenta 1,088 177 [59]
Caeh and Cagh Equivalents, Beginaning of Year ZB48 111 17
Cash and Cagh Eguivalente, End of Year 5 1,374 5 ZER % 111

Changes in Components of Woerking Capltal

Rep=ivables SiE, 2031 & (662} S{1,085)
Invencoriag 1,336 (133} [(372)
Payables T.167 (248} 433
Othesr 1,46% 41 TE1
Total 5 1,78% s{i.000F 5§ ([233)

= Fhl=

The accﬂmpanying notes: are an inkegral part of these consalidated financilal
skacements.
< TABLE:=

=PR3E =
<ThRBLE:
ENRON CORP. AND SUBSIDIARLES

CORSOLICGATED STRTEMENT OF CHANGES IN SHAREMOLDERS' EQUITY

<CARETTON =
[Ta millicns, except per share 2000 1959
amounts) shares in thousands] Shar=s Amount Zhares Amount
wSn i) F ' =0 =0m <

Cumuilative Secand Preferred
Donvertible Stock

Balance, beginning of year 1,296 5 134 1,324 £ 132

Exchange of convertible preferred

atock for common stock (55 (&1l [24] (2l

Balance, =nd of vear 1,241 ] 124 1,285 £ 1z0
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Mandatorily Coovertible Junior Preferred
Stock, Beries H

Balance, bBeginning of year 2EQ £ 1,000 - 4 -

Igauances - - 250 1,000

HBalance, snd of vear 250 Z 1,000 250 51,900
Common Srack

Balance, beginning of year 716, B6S 5 6,637 671, 034 35,117 A

Exchange of conwvertible preferrced

srock for Ccommon stochk 1,809 - 465 [L1}

Issuances related to benefit

and dividend reinvestmens plans 28 1480 GaE 10,054 258

Sales of common stock - - 27,600 B35

[I#guances of comon stock in business

acguisitions (aee Hote 2| 5,731 409 7,652 250

dther = 330 E 174

Balanee, end of ye=ar TeA 205 £ B, 34E TlE, 8R5 56,647 [
Eetained Earmings

Balance, beginning of wear 5 Z,63E 52,226

Het income EN LK

cash dividends
Common stock {($0_EQO0, 54.5400 and
50,4812 per share in 2000, 1953
and 1953, respestively) (3EE} (155]
Cumalacive Zecond Preferred
Convertible Stock {513.6582, 511 452
and 513.144% per share in Zo0Do,

1959% and 1596, respechively) (17 (171
Seriea A and B Preferred Steck = [4%]
Balance, end of yeoar s 3,228 52,6598
Bocumalaced Other Comprehsnsive Income
Balance, beginmning of year 5 (a1} 5 (1e2]
Tranalation adjustments and other (307} (57a]
Balance, end of year 511,048} & (Ta1]
Traasury Sktack
Balance, beginning of year 11,3380 3 =51 (8,334} £ (195 {
Ehares acguired 3, 1140 [234] [1,845] {71]
Exchange of convertible preferred
arock for camman stock - 181 4
Issuwances related to benefit
and dividend reinwestment plane 3,875 251 QL GEED 213

Iagwanses of treasury stock in
business acguisitiona - - - -

Balance, =nd of year 15TTh g 1321 {1,338] 0 149
Restricted Stock and Other

Balance, beginning of year ] (1450 R e T )

Issuances related co henefic

and dividend reinvescmant plans 4% [N

Zalance, end of year § [las) § {1a5)
Tatal Sharehelders' Bguity £11,470 9,570
=FH»

The accompanying notes are an intcegral part of chese consolidated financial
sLatsEments .
=/ TAELE=>

<PAGE =
ENRON CORF. RAND SUBSIDIARLES
HOTES TO THE CONSOLIDATED FIHNANCIAL ETATEMENTE
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1 SUMMARY OF SIGHIFICANT ACCOUNTING POLICIES

Consalidation Policy and Use of Estimates. The accounting and
financial reparting policies of Enron Corp. and its subsidiaries
conform to generally accepted accounting principlee and
prevailing industry practices. The consclidated financial
stacementa include the acecunte of all subsidiaries contralled by
Enren Corp. after the elimination of significant intercompany
accounte and cransactlions.

The preparation of financial statements in conformity with
geacrally accepted accocunting principles reguires managem=nt to
make estimates and assumptions that affect the reported amounta
of asgets and lishilities and disclosurs of contingent assets and
liabilities at the date of the financial etatemente and che
reparted amounts of revenues and expenses during the reporting
period. Actual results could differ from those sstimates.

*Enron® i& weed from time= bto bime heredn as a oollective
reference to Enron Corp. and fta subsidiaries and affiliates.
The businesses of Enron are conducted by ita subeidiaries and
affiliates whose aperations are managed by their respective
afficers,

Cash Bguivalents. Enron records as cash equivalents all
highly liguid short-term investments with ariginal maturities of
thre= months ar less.

Imventories. Inventories conelst primarily of commodities,
priced ar markes as such inventories are used in crading
acttivities.

Depreclatlion, Depletien and Bmertization. The provision for
depreciation and amortizatclen with respect to aperations other
than eil apd gas producing activitiea is computed uaing the
straight-lin= or regulatorily mandated method, based on escimatced
economic 1ivea., Composite depreciation rates are applied co
functional groups of property having elmilar economic
characteristics. The cost of ucility property units retcired,
other than land, is charged ko ascumulated depreciation.

Praviglone for depreciation, depletion and amortizazion of
praved ofl and gas properties are calculated ueing the unicts-of-
praodustion sethod.

Income Taxes., Entron accounts for incomes taxes using an asset
and llabllicy approach under which deferred aezecs and
liabilities are recognized based on anbicipated future tax
consequences attrlbutable to differences bBetwean Financial
atatement carrying amounts of assets and liakbilities and thelr
respective cax basos (aes Note 51,

Barnings Per Share. Basic =arnings per share ls computed
baged upon the weighted-average number of sommon shares
cutstanding during the periods. Diluted earnings per share is
computed Baged upsn the weighted-average numbsr of common shares
cutstanding plus che aagpumed iesuance of common shares For all
potentially dilucive securities. All shars and per ahare amsunce
have been adjusted to reflest the August 13, 19399 pwo-for-one
stack split. See Nobe 11 for a reconciliaticn of the basic and
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diluted earninges per share computationa.

Aoccounting for Price Risk Management. Enron engages in price
rigk managemsnt activities for both trading and non-crading
PUrpoEea . Inaceuments utkilized in comnection with trading
activities are accounted for using the mark-to-market method.
Under the mark-to-market method of accounting, forwarda, awapa,
cptions, energy transportation contracts utilized for trading
activities and other instruments with third parvies are reflected
at Lalr walue and are shown as "Assecs and Liabilitiea from Price
Risk Management Activities® in the Cansalidated Balance Sheet.
These activities also include the commedity riak management
component emedded in eanergy ocutsaurcing contracts. Unrealized
gains and losses from newly originaced contracts, contract
regtructurings and the impact of price movements are recognized
as "Other Fevenues,* Changes in che assets and liabilities from
price rishk manage=ment activities result primarily frea chasges in
the valuation of cthe poertfolio of contracte, newly originated
transacticns and Che timing of settlement relative to the roceipt
of cash far certain contracts. The market prices uwsed to wvalue
chepe transactions reflect management's best estimate coneidering
various factoras inclueding clesing sxchange and over-the-counter
dquotaticons, time value and wvolacllity facters undeslying the
commltments .

Financial instruments are also wtilized for mon-trading
purposea to hedge che impacst of market fluctuwations on asaeta,
liabilities, production and other contractual commitments. Hedge
acoounting Le ubkilized in non-trading activitiea when there is a
high degree of correlation between price movems=nts in the
derivative and the item designated ae belng hedged. In instances
where the anticipated correlation of price movemente do=a not
coour, hedge accounting fe terminsted and future changes in the
value of the finmangcial inatrumente are recognized as gains or
logaes. If the hedged item is seld, the value of che financial
instrument is recagnized in incom=. Gains and losses on
financial instruments used tor hedging purposes are recognized in
Che Congclldated Incame Statement in the same manner as the
h=dged item.

The zash flow impact of financial in=cruments ie reflected azm
cagh flows from operating activities in the Consolidabed
Btatement of Cash Flows. See Hote 3 for further discussion of
Enron's price risk management activities.

Bocounting for Developssnt Acbivity, Development costs
related o projects, including costs of feasibility studies, bid
preparation, permittbing, licenslng and contract negoclaticn, are
=xpenced as incurred until the preject ie estimated to be
probable. At that bime, esuch costes are capitalized or expenaed
as incurr=d, based on the nacure of che sogts incurred.
Capitalized development costs may be recovered through
raimburaements fros foink venture partners or other thicd
parties, ar classified asg part of the invesbment amd recovered
chiroagh the cash flows from that project.  Accumilated
capltalized prajeect developmant costs ars otherwise sxpensed in
the period that management determines it ls probable that the
copbe will not be recoversd.

Eavironmental Expenditures. Expendibures cthak relaks £33 an
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axisting condition caused by past gporatbions. and do not
contribuce o current ar future revenus generaticn, are sxpensed.
Envirgmmental expandicures relating Co current or fubure revenuss
are expensed or capitu1iz=d as appropriate based on the mature of
the coste incurred Liakbilities are recorded when environmencal
asgegsments and/or clean-ups are probable and the coets can be
reascnakbly estimared.

Corputer Software. Direct coats of materlalas and services
congumed in developing or cbtaining software, including payroll
and payrall-related coete for employess who are directly
asgociaeted with and who devote time to the software project are
capitalized. Coste may begin to be capitalized ance the application
develop==at stage has begun. BAll other costs are expensed as
incurred. Enron amertizes the costs on a straight-line basls
cwer the useful life of che socftware. Impairment is evaluated
baged on changes in the expected uwsefulnese of the pofcware. &AE
Decembper 31, 2000 and 195%%, Enron has capitalized, net of
amortization, 5381 million and 4240 millian, respectively, of
geoftware casts covering numsrcus systems, lncluding trading and
gettlement, acecunting, billing, and upgrades.

Investrments in Unconsolidated Affiliates. Inveecmente in
unconaslidated affiliares are accounted for by the equity methed,
except for certain investmencs resulting from Enron'se merchant
investment activities which are included at market value in
“Gther Investments" in the Conaclidated Balance Sheek. See& Hotes
4 and 9. Where acguired assgets are accounted for under tha
aquity mothed baeed on temporary control, earnings or losses are
recognized only for the portion of the investment ko be retained.

Sale of Subsidiary Stock. Enron accounts for the issuance of stock

by its subsidiaries in accordance with the Becurities and Exchangs
Commissian's Staff Acgounting Bulletin (SRB) 51, SAB 51 allows [or
Enron to recognize a gainn 1n the amount that the cffering price

per shar= of a subsldiary'as stock exceeds Enron's carrying amaunk
per ghare,

Forelgn Currency Translaticn. For internaticnal subsidiariea,
asset and liakility accounte are Lranslated at year-e=nd rates of
exchange and revenue and cxpenees are cranelated ac average
exchange rates prevatiling during the year. For subsidiariea
whose functicnal currency Le deesed to be other than the U.5.
dallar, translation adjustments are included as a separakbs
compomnent of other comprehensive income= and sharehalders® eguity.
Currency transaction gains and lasaes are recorded in income.

During 199%, the exchange rate for the EBrazilian real to the

1.8, dollar declined, resulting in a non-cagh foreion currency
translation adjustment reducing the value of Enron's assete and
sharcholdera® eguicy by approximately 800 million.

Beclassifications, Certain reclassificatcione have been made
o Ehe copeclidared financial statéments for pricr vears to
conform with the current presentation.
2 BUSIMESE ACQUIEITIONS AND DISPOSITIONS

In 2000, Enrcn, threough a whelly-owned subsidiary, acguired
all af the sutstanding comon shares of M3 ple, a leading
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independent international metales market-making busineas that
provides Einancial and marketing services to the global metals
industey, for 5413 millisn in cash and assumed deht

of approximately 91.6 hilliom.

In addicion, Enron made sther acquisitions including a
technology-related company. a facilicy maintenance company and all
minarity shareholders' interests in Enraon Energy Servicea, LLC and
Enron Renewable Energy Carp. EBaron issued 5.7 million shares of
Enron common stock, contributed common stock and warrants
of an uncongolidaced sguity affiliace and paid cash in thees
TransacticnE.

om Auguet 1€, 1599, Enron exchanged approximately 2.3 millicn
sharss lapproximately 75§ of the Encen 0Ll & Gas Company (204G)
common stock 1 held for all of the stock of EO3I-India, Inc., a
subsidiary of BOG, Ales in hugust 15%%, Enron recsived net
proceeds of approximately 130 million for the sale of A.&
millien shares of 200 common steck in 4 public offering and
issued approximately 5255 millien of public debt that is
exchangeable in July 2002 inco approximarely 11.5 million shares
of EOZ common stack. As a result of the share exchange and share
sale, Enron recorded a pre-tax galin of 5454 millioan [5348 millian
after btax, or %0.45 per diluced sharel in 19%9%., A of August 16,
1538, EOZ is no longer ineluded in Bnron's consolidated financial
statemsnts. EDGI-India, Inc. is included in the consolidabted
finaneial statements within the Wholeesale Services segment
following the exchange and sale. Enron accounts for ite oil and
gas exploracion and production activities under the successful
afforts method of accounbing.

In Auguat 13%3, Enron, theeough a whelly-awned subsidiary,
completed the acquisition of a controlling interest in Elektra
Eletricidade e Servicos S5.A. [Elektro) for approximately 51.3
billion. Elektro was initially accounted for walng the equity
mothod based on cemporary contral. Im 1%%%9, after the acguisiticn
of additional interests, Elektro was ecnaclidated by Enren.

Bddicicnally, durimg 1599 and 1598, Enron acgquired gensration,
natural gas distribution, renewable energy, telecommunicaticns
and energy management businesses for casgh, Enrvon and subseldiarsy
stock and notee,

Enron has acccunted for these acguisitions using the purchase
method of accounting aa of the effective dacte of each
transaction. Accordimgly, the purchase price of each tcransaction
has been allocated based upon the estimaced fair valus of the
assets and liabilities acguired as of khe apgquisition dake,. wikh
Lhe excess reflected as goodwill in the Consolidarsd Balance
Sheet. Thie and &ll other goodwill is being amortized on a
straight-line basis over 5 to 40 years,

assets acguired, liakilities apaumed and consideration paild ae
a result of businssges acguired were as follows:

< ThBLE

<CAFPTION =

[Tn milliocns) 0400 la8s 1958 ia)
5 [ il E
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Fair valus of agseta acquired,

other than cash LA 5 174 5 ZED
Goodwill @63 {71) 84
Falr wvalue of liablilicies assu==d (2,418} & (253

camman stock of Enron iaswed
arnd =quity of an unocancal idated

equity afflliate conbributed 405k - -
Het cash paid 5 T 5311 & 104
< Flim

lay Excludss amounts }Elat:d ta tEhe 1338 acgulaitcion of Elakere.
=/ TARLE =

on November 8, 199%, Enron announced that it had entered into
an agreement Co eall Enron's wholly-owned elsctric utilicy
subsidiary, Portland General Electrie Company [(PGE], ko Sierra
Pacific Besources for 52.1 hillion. Silerra Pacific Regources will
alao ABBURE approximately &1 Billion in POE debt and preferred
stock. The transaction hag bDeen delaved by che effect of recens
events in Callfornia and Hewvada on the buyer. Enron's
carrying amount of POE as of December 31, 2000 was approximately
1.6 Billion. Income before interest, minority interest and
income taxes for P3E was 5338 million, 5298 million and &334
million for 2800, 1553 and 19%3, respectively.

4 PRICE EISE MANAGEMENT ACTIVITIES AND FINANCIAL INSTRUMENTS

Trading Activities. Enren offers price risk managemsnt
services to wholesale, commercial and industrial customera
throwgh a variety of financial and other instruments including
forward contracts inwvolwving physical delivery, awap agreaments,
wWwhich require paymente to (or recelipk of payme=nts from)
counterparcleg based on the differential bBetween a Flxed and
variable price for the commodity, opticms and other contractual
arrangements.  Interest rate riske and foreign currency risks
aggoclated with the fair value of the commodity portfelis are
managed wsing a variety of financial instruments, including
[inancial futures.

Hotional Amounts and Terms. The noticnal ameunts and terms of
thess ingtruments ak December 311, 20380 are shown below (dollars
in millione) s

=TRBELE:
<CAFTION =
Fixaed Prica Fixed Price Waximum
Fayor Recalver Tersms in Years
=5n == wil L
Commodities (a)
Hatural gas T,331 a, %10 %3
Crude oil and liguids 3,513 1,950 £
Elsctricity 2,424 2,388 o4
Metale, <oal and pulp
and paper IGE 413 o
Bandwideh 167 125 11
Financial products
Interest rate (bl 4,732 £3,977 8
Forelgn CUurrency kA e 5 465 22
Equikby investments(e] 22,598 £3, TaE 113
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<Fil»

[a) Matural gas, crude oil and liguids and eleccricicy
rolumes are in TBtus; metals, coal and pulp and paper
volumee are im milliene of metrle connes; and bandwidch
rolumes are in Chousands of terabytes.

(bl The inkterest rate fixed price receiver includes the pet
notional dollar value of the intereat rate eensitive component
af the cpobined commodity pertfolio, The remaining interestc
rate fixed price receiver and the entlre lnterest rate flxed
pricze payar represent the nobicnal contract amount of a
porbtfcelice of various financial instruments vsed to hedge the
net present value of the commodity pertfolio,. For a given
unit of price protection, different fimancial instruments
require different notional amounts.

(2} Excludes derivatives on Enven common shofgk. S8 Hotes 10 and 11.

</ TARLE»

Enrcn alsc has sales and purchase commitments associated with
cammadicy conbrackts based on market prices totaling 8,143 TBiu=,
with terms extending up to 14 years, and 7.2 millicn metric
Eannes, with terms extending up to S years.

Hotional amountcs reflect the wolume of transactions bub do nok
represent the amounts exchangrd by che parties to the financial
inacrumentce . Rocordlingly, notional amounts do not accurately
measure Enron's exXpoBure To market sr oredit risks.  The maximum
cerme in years detafiled above are not indicative of likely future
cash flows as theepe poalbtions may be offset in the markets ak any
time in response to the company's price rigk management neede To
Che extent avallable in Lhe market.

The volumetric weighted average maturity of Enron's fixed
price porcfolio ag of Decesber 31, 2000 was approximate=ly 1.8
YEATS .

Falr value. The fair value as of Decesber 31, 2000 and the
average fair value of inacruments related to price risk
managemsnt activities he=ld during the y=ar are set forth below:

< TABLE:=
<CRPFTION >
Average Falr Value
Fair ¥Yalue for the Year Ended
ag of 1xf31/00 1231400 (a)
[Im millicnal AEmabEs Liabilities ARsebs Liahilities
ke 20 £ == el
Hatural gas 510,279 & #, 342 $ 5,525 § 5,114
Crud= il and liguids 1,54% 3,574 1,402 2,745
Electricikcy T,33E 5,385 31,453 1,812
Obhar commodities 1,509 1.311 SaE 757
Equity investmente 795 255 433 a0
Total 21,458 519,914 £11,4880 $14, 509
5 b
(a) Compuced using che ending balanse at each monch-end.
</ TRBLE=

The income before interept, taxes and certain unallocated
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expenaes arising from price risk management activities for ZO00
wad S1,6%% millicn,

Securitizatiens, FProm cime to time, Enreon aelle interests
in certain of its Financial asspbs. Some of these sales
are completed in gecuritizaticnsa, in which Entron concurrently
entors into awaps associated with the undeelying assets which
limits the risks assumed by the purchaser. Such swaps are
adjusted ta falr values using quoted market prices, 1f available,
or gstimated fair value based on management's bost estimace of
the present walue of future cash flow. These awaps are included
in Price Bisk Management activities above as equity inveatmenta.
Curing 2000, gains from sales representing securitirations were
5381 million and proceeds were 52,379 million (5545 million of
the procesds related to salea to Whitewing Rspociates, L.P,
(Whitewingl). See Hotes 4 and %. Furchases of securitized
merchant Elmanclial aseece ctatalsad 51,1849 milliasn ﬂ.l.l.t'il:'l.ﬂ 2000,
amounts primarily related to eguity interests.

Crodit Riak. In conjunction with the waluation of ita
Einancial instruments, Enren provides reserves for credit risks
asgeciated with such activity. Credit risk relates to the risk
of loga that Envon would incur as a result of nonperformanse by
counbgrparties pursuant Lo the terma of their contractual
cbligations. Enron maintaing credit policies with regard to its
councerparties that management belleves algnificantly minimize
cwerall oredit risk. These policies include an evaluation of
potential counterpareies' Flrancial condition (insluding eredit
rating:, cellateral requiresments under certain clroumacances and
the use of standardized agreements which allew for the netting of
pesitive and negatbive exposures asgcciated with a aingle
counterparty. Enron also minimizes this credit exposure using
monetizaticn of ite contrack portfolls ar third-party insurance
contracte. The counterparties assoclaved with assers from price
risk management activities as of December 31, 2000 and 13%9% are
summarize=d a=x follows:

=TRELE=
cCAPTION =
2000 19%9
Investment Investment
(In millicne) drade {a) Tatal Gradsial Toakal
=8 wllm wlm P Pl
Gas and =lectric utilities £ 5,050 5 & _327 £1,461 21,510
Energy marketers 4,877 £.124 E44 TEL
Financial imacituticns 4,145 4,917 1,016 1,273
Independent power producers 572 TEL 471 G641
21l and gas producers 1,308 2,804 i73 668
Industrials aaT 1.1348 3136 514
Scher 256 57 5% &7
Toral 516,715 21,458 54,286 E,3T71

Credit and other reserves (452} (X3
Aasere from price risk

management activitiesibl 521.908 (g 58,134
<FH=

(@] "Investment OCrade” is primarily determined using publicly
availabkle credit ratinge along with censlderation of cash,
standby letters of credit, parent company guarantees and
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property interssts, including @il and gas reserves.  Incloded
in "Investment Grade® are counterparties with a minimue
Standard & Poor's or Moocdy'e rating of BSEB- or Baad, respactively.
(bl One and two customers' exposurss, respectively, at
Decemher 31, 2000 and 199% CEITI'I'EI'I‘.'iEE' gl‘.’EﬂtEI than 5% of Asaets
From Price Risk Management Activities and are included abowe
ag Inveatment Grade,
icl At Decesber 31, Z00d, Enron held cellateral of appreoximately
55.5 billion, which caongists substantially of cash deposits shawn
aB "Cuatomera’ DEPEIEtI'_E" ofn the balance ahast.
= /TRBLE

This concentration of counterparties may impact Enron'a
owerall expasure to credit risk, either positively or negatively,
in that the counterparties may be simllarly affected by changes
in ecanomic, regulatory or other conditions. Based on Enron's
peliclea, ics exposures and ite ersdit reserves, Enran
doss not anbicipate a materially adwverae effect on fimancial
poeition or results of operations as a result of counterparty
noenperformance .

Curing 2000, the California power market was significantly
impacted by the increase in wholesale power prices. California
customer rates are currently frozen, reguiring che wvriliefss ea
finance the majority of their power purchases. If wholesale
prices remain at Che current levels and e regulatory relisf ar
legislative assistance ig cbhtained, certain Californla wcilicies
may need to aeek bankrupbey protection. During 2900, Enron
entered inta wholesale power transacticons with Celifernia
ucilities, including their nonregulated power marketing
affiliates. Enrcn has previded credit reserves related ta such
activities based on Enrom'se net poaition with each Califernia
ubility. Due to the uncertainties surrounding che Califernia
pawer gituatian, management cannot predict the ultimate cutcome
but believes these mattera will not have a materlal adverse
impast on Enron's finmancial conditiom.

Hon-Trading Activities. Enren alac encere imte financial
imacrumente such as swaps and other contracks primarily for the
purpose of hedging che impact of market fluctuatbions an assets,
liabilities, production or other contractual commitmenta. .H’rf

Energy Commodity Price Swaps. At December 31, 2000, Baran was
4 party tda enscgy commadity price swaps covering 18.6 TBbu, 2%.%
TEtu and 0.5 TBEw of natural gae foar CLhe yearas 2001, 2002 and
2003, regpectively, aod 0.3 millicn barrsls of crude oil for the
yaar abdl.

Interest Rate Swaps. At Decombor 31, 2000, Envon had entered
inka interest rate awap agresments with an aggregate nocticnal
pringipal amount of $1.0 billion co manage laterest race
exposure. These gwap agreemence are echeduled to terminate 30.4
billion in 2001 and %0.46 billicon in the pericd 2002 throwgh 2017.

Foreign Currency Contracts. AL December 31, 2000, foreign
CUTEENESY COnBEracts with &4 notional principal amount of 51.4
hillion were cutstanding. These contracta will expire 1.0
billion in 2001 and %0.4 billion in the pericd 2003 through 2005.

Equity Contracts. At December 31, 2000, Enron hed entered
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inta Enron common stock swaps, with an aggregate notional amaunt
af 5121 million, to hedge certain incentive-based compensatian
plans. Such contracts will expire inm 2001,

Credit Risk. While neticnal amounte are uwsed oo express the
volume of various financial instrumsnts, the amounts potentially
gubject bo eredit risk, in the event of nonperformance by the
third parties, are substantially smaller. Forwards, futures and
other contracts are entered inte with counterparties who are equivalent
to inwestment grade. Accordingly, Earon does not aacicipate any
material impast to its financial pogicicn or results of
Opearationg ag a result of nofperformance by the third parti=s on
financial instruments related to non-trading activitiea.

Financial Inetruments. The carryving amounts and estimated
fair walues of Enron's financial instrumente, excluding trading
acbivities, at D=cember 321, 2000 and 1599 were as fol lows:

=TRELE >
w CRPTION .
2000 1955
Carrying Eatimated Carrying Estimated

(Tn millions) Amount Fairr Valus Amount Fair Values
whe e Flal els e
Shart- and long-term debt

{Hoke 7] £19,229 £10,217 8,152 48,108
Company -oblligated preferred

securities of subeidiarieas

(Not= 10) 204 B20 1, 000 537
Energy commadity price swaps - a8 (31
Tntareat rarce BwWaps - 1 - 1550
Fareign currency conbracks - 94 - -
Equikty contracts 1E 18 4 4

= TABLE>

Enron uses the following methsds and assusptions in estimating
[air wvalues: {a} short- and long-term debt - the carrying amount
of wariasble-rate debt approximates fair value, the fair wvalue of
marketable debt is based on gquoted marker prices and the falir
value of pther debt is baged om the dipcounced present wvalue of
caah flows using Envon‘s curresnt borrowing rates; (bl company-
abligated preferred securities of subsidiariea - the fair wvalue
Le baged on quoked market prices, where available, or based on
the discounted present walue of cash flows using Encon's curcenk
borrowing races if not publicly traded: and {cl energy commedity
price pwape, lacereet rate awaps, fareign currency contracts and
sguity contracts - estimated fair walues have been decermined
uging available market data and valuwation methodologics. Judgmant
la necessarily required in interpreting market data and the use of
different market aseumpticna or eatlmabion sethodslegies may affeet
Ehe sstimated fair walus amounts.

The failr market valus of cash and cash equivalents, erade and
other receivables, accounts pavable and investments accounted for
at fair walue are not materially different from their carrying

amounts .

SGuarant=es of liabilities of unconsalidatbed entities and
realdual value guaramtess have no carrying value and fair values
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which are not readily determinable [(gee Hobe 15},

4 MERCHANT ACTIVITIES

an analysis of the composition of Enron®s merchant investments
and energy assets at December 21, 2000 and 1599 15 as fallaows:

<TAELE=>
=CAFPTION=
December 31,
(In millione) 2004 1995
25 Zim Elunbs
Merchant inveatmentcs(al
Enercgy 5 137 % 516
Energy-intensive industries &3 2148
Technology -related 5a 11
ather gz EL
BO1 1,084
Merchant assets{b|
Independent power plants 53 182
Hatural Gas trans;arLaLlan 35 15
a3 1E7
Total 2 B0 81,273

#FH =

fal InvestmeEnts ar= recorded at fair value 1n "Other Amsets?
with chanmgee in falr wvalue reflected in "Other Revenues."

(k] Amounts represent Enron's investment in wneceneclidaced
equiky affiliastes with operating =arnings reflacted in "Bguity
in Barnings of Unconsolidated Eguity affiliaces.™

« /TABLEs

Enron provides capital primarily to energy and technolegy-related
businesaes gesking debt or eguity financling. The merchant {avestmenrs
made by Enronm and certain of ite uncensclidated affiliates {see Hote 2)
ars carrisd at fair walue and include public and private eguibty,
government securitiea wich maturities of more than 20 daya, debt and
intereste in limited partnerehipa. The valuation mechodologies
utilize market wvalues aof publicly-traded securities, independent
appralzals and cash flow analyeea.

Ales ipeluded in Enren's wholesale business are ipvestmests in
merchant assets such as power plants and natural gas pipelines,
primarily held through eguity method investments. Some of these
ageebs were develeped, conatructed and ogperated by Enron. The
megrchant assets are not expected to be long-term, integrated
components of Enron's energy networks.

For the years ended December 31, 2000, 15%3 and 195%8,
:I:'&B]ZIEL'LJ'.'-'-EI}". pre-Tay Jaine from gales of merchant assets and
inveatments totaling 5104 million, 57%& million and 5£28 million
are included in “Other Revenueg," and procesdd wWere 51,834
millien, 52,217 million and 51,434 million.

5 IMCOME TAXES

The components of income before income taxes are as followa:
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«THABLE >

SOAPTIONS

iIn millians] 2000 19549 14548

“H P P Y oy

United States £ &40 4 35T 51597

Foreign 173 171 GEL
51,413 31,12ZE 5378

</ TABLE=

Total income tax expense is sumarized as follows:

=TEELE=>
<CAPTION =
(In millione) 2000 1953 1994
i Edass i il
Fayable currencly
Fed=ral £112 5 25 S in
State 22 & 1}
Foreign #3 44 50
227 B3 =4
Fayment deferred
Fedoral 13 (1551 (143
Stakte 14 23 11
Foraeign 180 187 S
207 21 &7
Total incoms tax sxpense{al 5434 5134 5175

= FH=

[a) Ses FHobte 11 for tax benefits related to stock options
exercised by employees reflected in sharehcldera’
equity.

=/ TABLE:=

The diffarances Betwesn taxes computed at the 0.5, fedsral
statutury tax rate and Enron's affeckbliwve ipccme Eax rakte are as
fallows:

«TRBLE=
2CAPTION -
20484 1959 1938

=B 2Cn == 20
Statutory federal income tax
provision 35,0% 35, 0% 35.0%
ot stabe Llnocome CLa=ses 2.5 1.4 1.7
Forelgn tax rate differsntial (2.41 [ 0.8
Egquity sarnings 5.3 (10,110 4. 31
Bagis and stock sale differsnces (1. 9] (10,81 {14.21}
Coadwi 1l amartizatbion 1.8 1.8 2.0
Budik settlement related te Monthly
Incoms Preferred shares - (1.8}
oeher 0.4 0.5 11,00

30.7% 328 29 .0%
< THRBLE=

The pringipal components of Enron®s net deferred income Cax
liability Are AE follows:
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=TAELE>
“CAFTION =

December 31,
[In millions) 2040 1595
= LN P Y

Deferred income TAX ASSEEE
Alternative minimum tax credit

carryforward 5 254 £ zZ2a
Mat uperating 1oaa carryrarward JED 1.3n2
other 188 164
31 L,.714d

Ceferred 1noome tax Ilabilitcies
mepreciation, depleticn and

amareization 1,813 1,807
Frice risk management activitcles 1183 1,133
Ot her 9E3 TR

2,594 3,722
Het deferred income tax liabilitiesial 51, TE2 2,012
ZFN>

[a) Includes 5138 million and 5118 million in other current
liabilities Far 2000 and 1953, respectively.
</ TRBELE

Enron has an altermative minimem tax (AMT] credit carryforward
of approximately $254 milllon which can be used to offser regular
incoms taxes payvable in future years, The AMT credit has an
indefinite careylforward pericd,

Enrcn has a net operating loss carryforward applicable to U.5.
subsidiaries of approximately %55 million, which will begin to
expire in 2011, Enrom has a net operatcing loss carryforward
applicable te non-U.5. subsidiaries of approximately 51.32
Billion, of which 51.9 billion can be carried Forwarzd
indefinitely. The remaiming 5200 million sxpires between the
veare 2001 and 2010. Deferred tax assets have been recognized

on Ehe 5565 millicn domestic losa and 51.0 billian af the fors=ign
logses

U.8. and foreign income taxea have been prowvided faor earninge
of foreign subsidiary companies that are expecied to be remitted
ta the U.3. Foreign aubsidiaries' cumulative undistribubed
garnings of appraximately 51.8 billion are considercd to be
permanently reinvested outeide the U.5. and, accordingly, no 0.5,
income taxes hawve been provided theresn. In the evenc of a
digtribution af those sarnings in the form of dividends, Enron
may De gubject ta bath foreign withholding taxes and U.5. incomes

taxes net of allowable foreign tax credits,
& SUPPLEMENTAL CASH FLOW L[NPOEMATION

Cazh pald for income taxesa and interestc eaxpense. including
F=es incurred an saless af accounts recs=ivable, is as follows:

<ThABLE=
=CAPTION -
[In millicnet 20049 18549 1558
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wlo il il il
Inceme taxea {net of refundal 5 62 % 51 5 73
Interest {net of amounts capitalized) E3d a7TE SHE
< { TABLE =

Han-Cash Activiey. In 2000, Baron acguired all minority
ghareholders® interesce in Enrcn Epergy Services, LLC and cther
businesses: with Enran common stocsk. Sme pobs I,

In 2000 and 19%3, Enrgpn entersd into various transactions witch
related parties, which resuvlted in an exchange of assets and an
increase in common stock of 5171 milllon in 2000. Sees Hote 14.

In 2000, a partnership in which Enron was a limited partner
made & liguidacing distribution te Enron resuleing in a non-cash

incresase in current assets of 3220 million, a decrease of 520 million

in non-current asaecs and an increase in current liabilities of
2160 million.

During 2000 and 1%3%, Enron received the rights to sp=cific
third-party fiber optic cable in exchange for the righte on
gpeacilfic fikar aptic cable held for sale by Enron. These
exchanges roesulted in non-cash fnereases in assers of $69
million and £111 milliom, respectively,

furing 19%%, Enron issued dpprodimately 7.6 million shares of

common stack in connection with the acguisiticn, by an unccnsclidaced

equity afflliate, of interesce in Chree power plants in Hew Jersey.

In December 159838, Enron extinguished its £.2%% Exchangeable
Motes with 10.5 million ahares of EOF common stock.

T CREDIT FACILITIES AND DEBT

Enron has credit facilities with domestic and forelgn banks
which provide foar an aggregate af £1.4 billion in long-term
commicted credit, of which 5150 million relates ta Barzland
General, and 52.4 bhillion in shart-term commitcted credit,
Expiration dates of the committed facilities range from Februazy
2001 Eo May 2005. Inberest rates on boerrowings are based upon
the Landan Interbank Offered Rate, certificate of deposlt rates
or other short-term interest rakbes, Certain credic facilicies
contain covenants which must bBe met to borrow funda Such debt
ocovenants are not anticipated to matesrially restrict Enron's
ability to borrow funds under such Lacilicles. Compensating
bBalanses are nat required, but Enron is reguired to pay a
commitment or faclliby fes. At December 31, 2000, 5250 milliom
was outstanding under these facilities.

Enrcn hae alas satered inte agreemsnts which provide for
uncommitted lings of credit totaling $420 millien ab December 31,
200%. The uncommitted lines have no stated expiractlion datea.
Heither compensating balances nor commitment feess are reguired.
aa borrowlngs under the uncommibted credit linea are availablse
subject to agreement by the participating banks. AL December 31,
2004, no amounkts were oubstanding under the uncoomitted lines.

Tn addition to borrowing from banks on a shertc-cerm bagis.

Baron and cerstain of ite subsidiaries sell commercial paper o
pravide financing for various corparate purposss. As of December
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31, 2000 and 1993, ahore-term borrowinge of 515 millicn and 53130
million, respectively, and long-term debt due within cne year of
51,303 million and %673 millicn., respectiwvely, have been
reclasaified ag long-Lerm debt based upon the avallabilicy of
committed credit facilities with expiration datep exceeding

ocne ye=ar and management s intent bo maintain such amounts in
excege of ocne year. Welghted average intersat rateg on
short-term debt cutstanding at December 31, 2000 and 199% wers
5.9% and &. 4%, recpectiwsly.

Detailed information on long-term debt is as follows:

= TRBLE:»
<CARPTION =

December 311,
[In millions) 2000 15959
sy L aat% oils

Enron Corp.
Senlor debenkbures

f.75% £o BL.25% due Z005 to 2012 3 262 % 314
Motes payable(a)

T.00% exchangeable notea due 2002 512 2315

§.40% to 5.3B% due 2001 ko ZD3H 4,415 4,114

Floating rate notes dus 2000 to 2005 52 EE.

other 242 34

Harthern Hatural Gas Company
Motes payable
5.75% to 7.00% due 2005 to 2011 500 500
Trangwsstarn Fipalins Company
Hobes payable
. 70% dur 2004 11 15
Parkland Gsneral
Firat mortgage bonds

5.47% to P.46% due 2000 co 2023 32a 173
Pollution contral bonds
Various races due 2010 To 2033 200 200
Orher 282 123
Jther dld 204
Amount reclassified from short-term debt 1,318 1,000
Unamortized debrt discount and premium 1471 [1-T9]
Total long-term debo 58,550 £7.151

<FH=

{ab Includes debt denominated in foreign currencies of approximately
058 million and 55235 millicn, respectively, abt December 31,
2000 and 1999, Enron hag encerad inca derivacive tranaactiana
to hedge interest rates and foreign currency exchange fluctuations
apgaciated with =zuch de=be. See Note 3.

=/ TABLE =

The indeature securing Portland Gensral'‘s Firsk Mortgage Bonds
consbtitutes a direct firat mu::-rt-gag'e lien on BleB:tEI]'!ltlall}' all
electric ubility Rrroperhy and franchises, other thamn cxprcsn1y
excepted propsrey.

The aggregate annual maturities of long-term debt autstanding
at December 31, 2000 were 52,112 million, S$760 million, 5ES52

million, 5648 million and 51,5%2 million for 2001 throwegh 2008,
reapectivaly.
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I February 2001, Enron issued 51.25 killiom zero coupon
convertible penior notes that matures in 2021, The nobtes carry a

3.125% percent vield to maturity with an aggregate face walus of 1.9

billicn and may be converkted, upon eertain contingencies being met,

intbo Enreon commen stock at an initlal ccnversicn premium of 45 percenc.

B MINORITY IMTERESTE

Enron’s minerity interests ac December 31, Z000 and 1993
include the following:

s THRELE =

=CHPTION=

iIn millions) 2000 1390
<5 vl cCm
Majority-awned limited liabilitcy

campany and limited partnerships 51,75% 51,773
Eloktrolal 162 175
Orher 193 182
5,414 52,430

cFH =

fal BEmlaces to the respective parente of Elektiro, which
had minarity shareheolders in 2000 and 19%9.
</ TABLE=

Enron has formed separate limiced partpnershipe and a limited
liabilivy company with third-party investors for various
purpoees. Theee entities are included 1o Enron's coansalidated
finanzial statements, with the third-party investore' intereats
reflected in *Minority Interssts® in the Consalidated Balance
Sheeat .

In Oetober 2000, Enron coatributed approximatsly 51.0 billian
of net assets to a wholly-cwned limited liakdlicy company. A
third parcty contributed $500 millien for a preferred membership
interest in the limited liability company The contribukbion by
the third party was invested in highly liguid investment grade
gecuriciea Linsluding Enren notes) and short-term ceceivables.
At December 31, 000, the majoricy-owned limited liablilicy company
held net assets of 51.0 billion.

During 1%32, third-party investors concributed cash and
m=rchant investments totaling 1.8 billion ta Enron-aponasrad
entities to invest in highly liguid investment grade securities
[ineluding Enron notes| and short-term receivables. The merchant
Pmvestmente, totaling $§500 million, were sold prior to December
31, 1%55. Duripng 2000, Enron acguired a porticn of the minocricy
shar=holder's interest for 5485 milllon.

T 19%38, Enren formed a wholly-owned limiced partnesship for
the purpese of helding $1.6 killion of assecs contributed by
Enren. That partnership contributed $S8%0 million of assets and a
Chird party contributed §750 milllon 4o a second newly-tormed
limited partnership. The assets held by the wholly-owned limited
parcnerehlp reprepent collateral for a $750 milllon note
recelvable held by the second limited partnership. In 2003 and
1285, the wholly-cwned and second limited partnerships so21d
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asseks walued at approximately 5152 million and 54580 million,
respectively, and Lnvested the proceeds in Enron notes.

absent certain defaults or other specified events, Enron has
the option eo acgulre the minorlity holders® intersacs inm theaes
partnerahipe. Enronm has the opbtien to acguire the minority
holders® interest in the limited liabkility company after
Movember 2002, If Enron does not acquire the minority holders’
incereste before December 2004 tChrough May 200%, or earlier upon
certain specifisd svents, the mincrity interest holders may cause
the entities to liguidate thelr aspets and dissoclve.

In 2000, az part of a restructuring, Jacare Eleacstrical
Digtribubion Trust (Jacare) sold a 47 percent interest in Enreon
Erazil Power Heldings vV Ltd, a subgpidiary that helds its
inveatment in Elekbtro, to Whitewing For approximately 54460 million,
Zee Hote %, The proceeds were uged to aeguire the sriginal minoricy
shareholder's intersst in Jacars.

In 20008, Baron acquirad all minority sharchaolders' interests
in Enron Energy Serwvices, LLC and Enron Renewable Enecgy Corp.
Eea Hote 2.

& UNCONSOLIDATED EQUITY AFFILIATES

Enrons investment in and advances to unconsolidated
affiliases which are aceounted for by the equity method is as

Pl loea o

wTABLE:®
<CAPTLON=

Het
Vorlng Decembear 31,
(Tn millions] Interestial 2000 1534
=8z <= S <O
Bzurix Corp. a4k £ 125 5 762
Bridgeline Holdings 40 224 -
Citrus Corp. S0k 230 G ED
Dabhol PawWwer Company 50% B53 466
Joint Energy Development Investmenbs
L.P. LIEDT] {k] S0k 1549 211
Jelnt Energy Development Tnvestmenlbs
II L.P., (JEDI II! ik} 504 £20 162
E¥ - Enran Co. Led. 50% 258 265
Tramngportadora de Gas del Sur 8.8, 354 473 452
whitewing Associates, L.P. (b S50F ES8 aEd
Orher 1,603% 1,572
5,284 (] $5,036(0a)

=FH=

tal Cartain investmentse have income sharing ratiog which differ
from Enron's wobing intersests.

i@} JELT and JEDI II account for their investments at fair
value. Whitewing accounks [or certaln of ita inveacments at
fair walue. Theee affiliates held fair value invescments
totaling 51,823 millicn and 51,128 millian, regpectively,
at December 31, 2000 and 15939,

[} At December 31, 2000 and 1599, the unamcrcized exceass of
Enron'e investment in unconselidated atfiliates was 5182
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million and %17% millicn, respaceively, which is being
amortized over the expeckted lives of the lnvestmentse,
& f TRELE=

Enron's eguity in earnings (lesses) of unconaclidated eguity
aftiliaces is as follows:

<TAELE =
=CAPTION=
(In milliane) 2000 1239 1258
) g el welm
ABzurix Corp. lal 5i(428) & 23 £ 8
Citrus Corp. =) 25 23
Dabhol Power Company 51 in -
Jolnt Energy Development Investmentse L, P, 157 11 1451
Joint Encrogy Development Investments IT, L.P. =3 G52 (4]
THEC, ILnc. [The Bew Power Eampanyr | & - -
Tranaporcadora de Gas del Sur 5.8, ia iz a6
Whitewing Associates, L.P. Eq 9 -
oCher 123 B7 81
5 87 53035 £ 57
« FH >

jal During the fourth guarter of 2000, Azurix Corp. [(Azurix] impaired
the carrying value of its Argentine assets, resulting in a charge
of approximately 5470 million. Enren's portion of che charge waa

5326 million.
2 { TAELE>

Bumrarized combined financial informacicon of Enron's
uncansalidated affiliates is presented below:

<«THAHLE:=
I CRPTION=
December 31,
{In millions) 2000 1559
cEa =« 0=
Balance sheest
Current amsetsdal % E.BE4 5 3,168
Propeety, plant and sguipment, net 14, T7ES 14,358
OEher nancurrent assests 131,485 G453
Current liabilities (al 4,73% 4,401
Long-term de=bt {al 5,.T1LY 0,488
DEher poncurrent liabilities E,144 2,402
Cwners' egulty 11,551 11,654
<FH =

fal Tmcludea 5410 million amnd $327 million recelvable Erom
Enron and $302 wmillion and 564 millign payable to Enron at
Decamber 31, Z000 and 195%, respectively.

< /TARRALE>

=TABLE=>

cCAPTLION=

(In millional 2004 15949 1398
oo L E ELaE]

Income stSatemsntjal
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Operating revenues £15,%03 511,568 8,509

Operating expenses 14,710 29,4459 TeE44

Met 1incomes EHE 1,887 142
Distribukicpa paid to Enron 137 482 B7
=EH

fal Enrcn reccgnized revenuea from transacticna with
unconsolidated eguity affiliaktes of 5510 millien in 2004,
SE74d milliam in 1959 and SE£3 million 1n 1998,

=/ TEBLE =

In 2000 and 193%%, Enron ecld approximately 5632 million and
5152 millipgn, respectively. of merchant investments and other
agzekbs ba Whitewing. Enron recognized no gaing oy loasges in
connection with theae tranasactione. Bdditionally, in 2000, ECT
Merchant Investments Corp., a whelly-owned Enron subsidiary,
contribuced tws pools of merchant lavestments to a limited
partne=rship that is a subsidiary of Enron. Subseguent to the
contribucicns, the partnership iseuved partnership inkterssts
repragenting 100% of the beneficial, economic interests in the
twa assel pacsls, and such interssts were sold for a total of 5k4s
million to a limited liability company that is a subsidiary of
whitewing, See Mote 3, These entitiea are scparate legal entcities

fraom Baron and have separate agsets and liaghilities. Inm 2000 and 1339,

the RBe=labed Party, as described in Hote 16, contributed 533 million
and 515 million, respectively, of egulry to Whirewing., In 2000,

whitewing contributed $7.1 million to a partnership formed by Enron,
Whitewing and a third party. Subseguently, EBnron sald a portion of

its interest in the partnerehip through a securitizaticm, See HWote 3,

In 2004, The New Power E"EII'I'IF-EJ']}" znld warrantce convertible into
common stack of The New Fower Dompany for 550 millionm to the
Falated Party [described in Mobe 18} .

Fram Eime to time, Enron has entersd into various
adminlgctractive eservice, management, constructian, supply and
operatbing agresments with ite uncensclidated eguity affiliates.
Enron's managemsnt beliewves that its existing agresments and
trangactione are reasonable compared to those which could have
been abtained from thivd parties,

10 PREFEREED STOCK

Preferred SEock. Enran has authoerized 16,5043, 000 shares of
preferred stock, no par value, &C Decembper 31, Z000, Earcn had
cutstanding 1,240, 233 shares of Comulative Second Preferred
Convertible Stock (the Comvertlible Preferred Stockl, no par
value. The Convertible Preferred Stock pays dividends at an
amount equal To the highar of £10.50 per share or the eguivalent
dividend that would b= paid if shares of the Convertible
Preferred Stcock were converced o commen acock,  Each ghare of
the Convertible Preferred Stock ia convertible at any time at the
option of the holder thereof into 27.304 shares of Enron's common
stock, subject to certain adjustments.  The Convertible Preferved
Stock 18 currently subject to redempticon at Enron's opticon at a
price of 5100 per share plus accrued dividends. Durifg 2000,
1599 and 1998, 55,251 shares, 23,664 gharea and 17,797 shares,
regpectively, of the Convertible Preferred Stock were converted
into comman stock.
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In 1399, all outetanding sharea of Series & Prefarred Stock
held by wWhitewing were exchanged for 230,000 shares of Enrcn
Mandatarily Canvertible Junior PBreferred Stosk, Series B (Saries
E Preferred Steck). Alsc in 139%, Enron encered inte a Share
Settlement Agresment under which Enron coueld be obligated, under
cartain clrcumatances, to dellwver additional ahares of common
stock or Series E Preferred Stock to Whitewing fer the amcount
that the market price aof the converted Enron comman sharss ls
lege than 2B per sghare. In 2000, Enron increased the strike
price in the Zhare Ssttlement Agres=ment to 548.55 per share in
exchange for an addicional capiral contribucicn in Whitewing by
third-party imnvestora. The oumber of sharee of Series B
Preferred EZtock authorized equals the number of shares necessary
to gaciafy Enrcn's obligatlion under the Share Setblemsnl
Agresm=nt. Absent certain defaults or other specified events,
Enron has the cprisn to acguire the thirvd-party investors!
interests. If Enren doea not acguire the third-party investors'
interests before January 24003, or sarlier upon certain specified
evente, Whitewing may liguidate its assets and dissolve. At
December 31, 2000, Enron had outstanding 250,000 sharea of Seriea
B Preferred Stock with a liguidation wvalus of 1.0 billion. The
Seriesg B Preferred Stock pays semi-annueal caszh dividends ac an
annual rate of 6.50%. Each ghare of Seriea B Preferred Stock ie
mandacarily convertible into 200 shares of Enron common stook on
January 15. 2003 or earlier upocn the accurrence of certain
EvERTE .

In conmection with the 19%8 financial reptructuring (yielding
proceeds af approximately 51.2 billion) of Enron's investmeant in
s&zurix, Enron committed to cause the sale of Epren canvertible
preferred stack, if certain debt chligatcione of the related
entity which acquired an interest in Bzurix, are defaulted
upan, of in cerkain evente, including, ameng other things,
Enron's cpredit ratinge Fall below gpecified levels. IF the sale
of the convertible preferred stock is net sufficient to recire
auch abligarione, Enran wauld ke liakle for the gshortfall. Such
obligations will mature in Decembeyr 2001, The number of common
shares issuable upon conversion is based on future comman stock
BrlicEs.

Company -Ihligated Prefaprrad Sacurities of Subsidiaries.

Ssummarized informaticn for Enroen's company-obligated preferred
gecurlities of subsidiaries is as follows:

o THRELE »

ZCRAFPTION =

(In millione, except per share amounts Decemher 31,
and ehareal 2000 15949

= R Y s

Enron Capital LLC
8% Cumulative Cuaranteed Honthly Inccoe

Preferred Shaves (8,350,000 shares) (&) £ 214 5 214

Enron Capltal Truatb 1
B.3% Trust Originated Preferred Securities

(8,000,000 prefearred securities] (a) 20 200

Baron Capital Truse 11
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B 1/8% Trust Originated Preferred Securities
(E,000, 000 preferred securitles) (a) 150 150 25

Ernron Capital Trust IT11
Adjustable-Rabte Capital Trust Securiciea

(200,000 preferred securities) - 200 1,000
LHG Power II L.L.C.
£.74% Preferemce Units (105,000 shares) (bi 105 - 1,400
Enrcn Egquity Corp.
B.5ET% Preferred Stock (2480 sharss)h (al &a Ba 190,000
7.39% preferred Stock 1150 shares) fal o) 15 15 199,900

Enron Capital Rescurcesz, L.P.
8% Cumilative Preferred Securities, Series A
(2,000,000 preferred securitbies) (a) TS TR 25

Drher 57 1]
5 904 51.000

=FH=

(a] Redesmable uwnder certain circumstances after specified
dates.

(Bl Imitial rate is 5.74% ingcreasing to 7.79%.

(c] Mandatorily redesmable in 2006,

=/ TEABLE>

11 OCOMHOMR STOCK

Earnings Per Share. The computation of basic and diluted
earninge per ahare ig ag follows:

=TRELE:>»
<CAPTION=
Year Ended December 31,
[In millione, except per share amaunts] 2000 199% 1998
whn wm wlCm oI
Fumeratar
Bagic
Ineame Before cumulative sEfack
of accounting changes 5 579 51,024 5 Tz
Praferred stack dividends:
Second Preferred Stock (17 1171 i17]
Serisms B Preferred Stock - (x0) -
Serjes B Preferred Stock [EE]D (18 -

Incaome availabhle to commen shars-
holders before cumalative effect

of accounting changes Bae 95 H £8a6
Cumulacive effect of accounting
changes - 1131) -
Imcaome available to coomon
shareholdera 5 B3 5 B27 % €8s
Tiluted

Income available to commen share-

holdere before cumalative affect

af acocounting changes 5 B%S 5 Q958 & GRS
Effect of assumad conversion af

dilutive securitiesial:
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Second Prefarved Stochk 17 17 17
Income befors cumulative effect
af acecunting changes ELE| ER a3
cumulative effect of accounting
changes 11310
Incese available 5o common share-
holders after assumed converslons S 913 5 H44 s 703
D=pnaminatar :
Denpminator [or basic eacnings pers
share - woighted-average shares 734 T0O5 442
Effect of dilutive sscuritiss:
Frafarred stock 15 16 1
Stock options 43 T8 17
Dilutive potential comman shares Ta E4 53

Cencminator for diluted earminga per
cehare - adjusted weighted-average
ghares and agsumed conversions Bl4 TEG 4=1]
Easic earnings per shares:
Befare cumulative effect of accounting

changes s1.22 %1.3a 51.07
twmalative effect of accounting changer - (0. 18] -
Bamic sarnings psr shars 51.22 £1.17 £1.07

Diluted sarninge per share
Bafare cumulative effect of accounting

changes $1.12 51.29 51 .01
Ctumailative effect of accounting changes - (0.171 -
Diluted earnings per share 51,12 31.10 51.01

£FH =

[@)] The Seriems A PFreferred Stock and the Series B Preferrod
Stock were mob included in the caleulatien of diluted sarnings
per share because conversion of thees ghares would be
antidilutive.

=/ TEBLE=

Derivative Instrusentis. AL Decapber 31, 2000, Enrcn had
derivative instrumentcs [excluding amounta diescloceed in Hobe 100
on S4.8 millisn shares of Enron common stock, of which
approximately 12 millien shares are with JEBI and 223 .8 million
shares are with related parties [sew Wote 161, at an AVErage
price of S67.92 par share an which Enron was a fixed price
payor. Sharee potentlally deliverable bo counterparties undec the
contracts are assumed ta be cutstanding in calculatcing diluced
earnlnge per ghare unless they are antidilutive. At December 31,

Page 50 of 65

2000, thers were oubgtanding non-employee optlons co purchaes 6.4 million

sharea aof Earon Comman sESCK At AR axéercise price af 51%. 5% per
share.

Stock Oprtion Plansz. Enron appliss hoecounkting Principles Board
{BRFE) Cpinion 25 and related incerpretatians in acsounting for
its stock opcion plana In accordance with APB Oplnion 25, no
compensation expense hae been recognized for the fixed atock

optian plans. Compensation expense charged against income for
the restricted atock plan for 2003, 199% and 1998 waa $220
million, 5131 million and 588 million, respectively. Had

compensabion cogt for Boron's stock optlon compensatlon plane
been determined based on the fair walue at the grant dates for
awards under those plans, Enron's net Lncome and earnlngs per
share would have been 58E8 millionm [51.0% per share basic, 51.41
per share dilucedi in 2000, %827 millicm [(%1.08 per share basic,
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51.01 per share diluted] in 19%% and 674 millicn [§1.02 per
share basie, 50.5%7 per share diluted) im 19%8.

The fair value of sach option grant is esstimated on the date
of grant using the Black-Scholes aptien-prleing model with
welghted-average assumpticns for grants in 2004, 13%% and 1738,
respectively: (il dividend yie=ld &f 2.4%, 2.4% and 2.5k, {114]
expected volatilibty of 22.3%, Z0.0% and 18.3%; (lid) risk-fres
interest rates of 5.8%, 5.6% and 5.0%; and {iv) expected lives
3.2 years, 3.7 years and 3.8 vears.

of

Enron has four fixed opticon plans ithe Plans! under which
opbticng for shares of Enron®s common stack have bBeen or may be
granted co afflcers, emplevess and non-emploves sembers of the
Board of Directors. options granted may be sither incentive
stack options or nongualified stock optione and are granted ak
nob less than the fair markeb value of Che prock at the time of
grant. Under the Plans, Enron may grant gptions with a maximum
term af 1f years. Options west under varying schedules.

Summarized infeormation for Enrsn'e FPlans is as follows:

< TABLE:»
<CAPTION=
2000 1533 1958
Weighted Weighted
Average Avaraga
Exercise Exercise
{Gharess in chousands) Shares Price Shares Frice Sharas
z2q= =20 ell= == = el
Outsrandimg,
keginning of year 3,531 526,74 7,604 $1%.60 TE,45E
Granted 15,187 0.4z 38,118 17.45% 1E,702
Exercised (alb [32.,235] 24 .43 113,705 18.08 (13,972}
Forfeited [4,353} A35.48 [1,485) 4 .51 [liiﬂﬂﬁ
Expired (42} 21 .75 (213 18.7% {386
Outatanding,
end of year 96,063 544,24 %3,531 52a.74 78,804
Exercisahle,
and of yYear 46,755 L2985 52,403 522.36 45,542
Availabhle for grant,
end af pyeari(bl 22,0646 24,864 10,498
Weighted average
falr value of
cptians granted 513,35 5 7.24

wrHNe
fal In 2000, EBnron recorded tax benefits related to stock optlons
exercised by employees of approximately £3%0 millicn reflected

in sharehalders’® eguity.

|of Includea up ta I0, 70T, 263 shares, 22,140, %82 shares and
14,4%7,870 shares as of December 31, 2000, 19%9% and 1%3E,
reagpect iwely, which may be issued =ither as restricvted stock
or pursuant ba stack cpbEisna.

</ TABLE=

The following table summarizes informaticn abeur atack optlons
cutstanding at December 31, 2000 {shares in thousands) :
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Welghted
Avarage
Exercise
Friece
]
517,49
24 .95
15.70
15,97
19,76
215 . &0

51E.1&

5 4.20
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< TABLE»
<CAFTION =
Options Cutstanding Options Exercisable
Weighted
IwErage Weighted Weighted
Humb=r FEemaining hverage HMusber Average
Range of oucetanding Contractuwal — Exerclse Exerclaable Exercise
Exercise Prices &t 13,3100 Lifm Price at 12431700 Frice
28 £ 0= 20 20 0=
5 B.BR EaQ 524.00 15, 368 4.7 51&.72 14,901 £15.54
Z0.06 To 34.681 24,081 6.8 24.TH 16,504 24,13
35.03 Eo 47.31 21,530 5.8 40.52 B,73% 40,27
Eb.dBF o EBES.00 131, 9E% .5 ed.18 4,972 €1.81
Tl1.06 to B&.G3 21,.11% 5.6 TH.69 1,647 T2.36
26,063 .2 S44.24 46,755 $20.85
</ TAELE:

ReEstrict=d Stock Flan. Und=r Enron's B=stricted Stock Flan.
participante may be granted atock without cost Eo the
participant. The shares aranted under this plan vest to Che
participants ab varicus bimes ranging from immediats westing bo
wasting at the end of a five-year pericd., Uposn vesting, the
shares are released to cthe participants, The following
summarizes shares of restricted stock under this plamn:

<«ThBLE=
=CRFTION =
[Bhares in chousandai 2000 1995 1994
=B £ el o %
Cutstanding, beginning of year £, TE1 6,034 5,074
Grantad *,243 2,872 2,122
Released to parcilcipanta (2,201] 41,702 (1, 0640
Forfeited 11,444 [223) L3E)
Jutetbanding, end af year E.3Tg &, 7TA1 a,03%4
svailable for grant, end of year 20, 708 22,141 10,498
Weighted average fair value of
regbricted stock granted A5T.8% ERT . 3B F23.70
=/ TRELE =

12 PENSION AMD CTHER BEREFITS

Enron maintaing a retirement plan (the Enron Plan} which is a
noncontributory defined benefit plan covering substancially all
employess in the United ZStates and certain e=mplavess in foreign
countries. The Eenefic accrual 18 1o ehe form af & cash balance
of 5% of annual base pay.

Fortland General has a nonconktributary defined benefic pension
plan {the Portland General Plandl cowvering substantially all of
its employes=s. Bepnefits wnder the Portland Sesneral Plan are based
ocn veara of service., final average pay and coversd compensatian.

Enron Facllity Bervices has a nonsontributory defined benefit
pensian plan (the EFS Plan! covering substantlially all of 1ts
ampleyeas. Bensfibts under the EFS Plan are based on years
of servige, final average pay and covered compensation.
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Enran alss maintains a noncontributory esplovee stock
ownerahlp plan [ES0P) which covers all eligible esployeess,
Allocaticns to individusl employeee' retiremsnt acoounte within
the ES0P affssat a partion of beansfits sarned under the Enron
Plan. &1l shares included in the ESCPE have been allacated to the
employee accounts. At December 31, 2000 and 19%3, 12,800,271
ehares and 17,241,731 shares, respectively, of Enron common stock
ware held by the ESOP, a porclen of which may be used ta offset
benefits under the Enron Plan.

Azssets of the Enron Plan, the Portland Seneral Plan and che
EFS Plan are comprised primarily of eguity securities, fixed
income securities and temporary cash investments. It is Enzon's
policy ta fund all pengicn coste accrued to the extent required
by federal cax regulations.

Enron pravides cercain postretirement medical, life inaurance
and dental benefite to eligible employess and their =ligible
dependents. Benefits are provided under the provialons of
contributory defined dollar benefit plans. Enron is currently
funding that portion of its abligations uwnder these
postratiremant benefit plane which are expected to be recoveranle
through rates by Lfts regulated pipelines and slectric utility
cperat ions .

Enrcn accrues Chese postretirement benefit costs over the
s=rvice lives of tChe employess expected te be eligible to receive
guch bens=fits. Enron is amorbizing the transition obligaticn
which existed at January 1, 19%3 over a period of approximacely
19 years,

The following takle eete Eorch information related to changes
L Ehe benefit cbligations, changes in plan asaeta, a
reconciliation of zhe Funded status of the plans and componenta
af the sxpense recognized related o Enron's pension and other
postretireme=nt plans:

20040

il

£124
2

1a

4

10

(22)
£124

5 BB
(d)
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ol

134
2
E

1
(12}

1164
£120

<THRELE=
wiZRBET 10N -
Pension Bensfics other Benefita
1In milliangs) 2000 1994
S ol =T
Change in bensfit obligation
Benefit ohligation, beginning of year £708  SER7
Cervice cost 13 32
Interest CosC E3 45
Plan participants’' contributions -
Plan amendmenta : 5
Actuarial loss (gain) '] 151)
Acguiaitiona and divestitures - 16
Effect of curcallment and sectlements|al 121 (Al
Benefits paid [55] 4%
Bepelfit obligation, end of year 5745 5738
Change in plan assets
Fair value of plan assets, beginning
of year (bl S5BER 5774
Aztual return on plan asseta 41 1y
Acguigitions and divestitures - iT
Emplover contributiom 1% 5
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Flan participants’ contributions 3

Benelits paid [EE [43] 111}
Fair walue of plan asaeta, end of yearibl SHSE 5853 3 64
Recanciliaticsn of funded stacus, =nd of year

Funded statuwa, end of year 113 4145 ERET Y

Unrecognized transition abligation [asset] [&) [13] 44

Unrecognized prior service cost 2E 1z 12

Unresognlzed net actwarial loss [galnt 55 11 {17]
Prepaid [accruedl benefit coBt £186 %175 {21}
Welighted-average assumptions at December 31

Ciscount rate TFT.TER  T.75% T.75%

Expected return ocn plan asests (pre-tax) (el (K= {dlb

Rare of cofpgensatlion increase (el [e= =
Components of net periodic benefit ooet

Service cosb £ a3 5 332 5 2

interest cost 53 4% 10

Expected return on plan assets (75} [T0] 1]

Amortization of craneition ebligatian

jasmeb] (£ {&]

Amortizatian af prior service Sost s 5

Fecognized nmet actuarial lose {(gain) - E]

Effect of curtailment and eettClementaia) - {6}
Het periodic ben=fit castc 5 10 5 7 512

< FH =
lal ERepressnts ane-time nonrecurring events insgluding the
exchange and aale of EOS (gee Mote 2] and carkain esployees

ceaming participation in the Portland General Plan as a result of

union negotliatlions.

bl Includes plan assets of the ESOP of 5116 willion and $121
millian &t December 31, 2000 and 199%, respectively.

izl Lomg-term rate of refurn on agsets s sasgumed o be 10 E%
far the Enron Plan, 2.40% for the Portland General Flan and %.5%
far cthe EFS Plan.

(dil Long-term rate of rebturn on assets is assumed o be 7.5% for
the Enron agsets and %.5% far the Partland General assetbs.

(2] Rate of compensation increase is assumed to be 4.0% for the
Enrgn FPlan, 4.0% ©o 2,5% for che Portland General Plan and 5.0%
Far the EPS Plan.

= TRBLE=

Inzluded in the akove amounts ave the unfunded cbligatlone for
the supplementcal executive retirement plans. At both December 31,
2000 and 1358%, the projected beneflt ocbligation fer these unfunded
planeg was 558 million and the fair wvalue of assets was 51 million.

The measurement date of the Enron Flan and the EZ0F is
September 30, and the measuremsnt dabte of the Portland General
#lan, the EFS Plan and the postretirement benefit plans is
December 31, The funded status as 2f che valuatlon date of che
Enteon Plan, the Poreland General Plan, the =50F and the
poetretirement benefit plane reconciles with the amount detailed
abowe which is included in "Other Aseece" on the Consclidated
Balance Shest.

For measurement purposess, 5% and 10% annuval rates of increase
in the pe=r capita cost of coversed health care bepefits were
aspumad for the pericd 2000 te 2001 for the Enrcn and Portland
General postretirement plans, respectively. The rates were assumed
to decrease to 5% by 2002 and 010 for the Envon and Portland
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General postretirement plans, respecbively. Assumed health care
coet Crend rates have a elgnlficant effect on the amounts reported
for the health care plans. & one-percentage point change in assumed
health care cost BErend rates would have the following eflecte:

Page 55 of 05

<TAELE>
< CAPTION =
1=-Fercentage L-Percentags

[In millioneh Point Increase Point Decreass
=5 el L sy
Effect on total of service and

interest cost componenks ED.4 Sim.3)
Effect oan pogabretiressnt bepnsefit abligation 4.4 S{3.E)

= TABLE=>

Addiclenally, sereain Enron subsidiaries mainktain warious
incentive based compensaticn plane for which particlpanta may
receive a combimation of cash or stock opbions, based upon the
achievement of certaln performance goals,

13 RATES AMD RESULATORY ISSUES

Rates and regulatory issues relaced to certain of Enrcn's
natural gae pipelines and its electric wutilicy ocperations are
subject to final determinaticn by wvaricus regulatery agencles,
The domestic interstate pipeline operations are regulated by the
Federal Energy Begulabory Commission (FERC) and the slacskric
ubility cperaclone are regulated by the FERC and the Oregon
Fublic Utility Commission [OPUCK. As & result, these operations
are spubject to the provisions of Statement of Financial
Accpunting Scandards (SFAS) Mo, 71, "Accounting for the Effecta
of Cartain Types of Fegulation," which recognizes the sconomic
gffecte of regulaticn and, accordingly, Enron has recaorded
regulatary assets and liakilities related to such aperations.

The regulated pipelines operatliona’ net regulatory asesets were
5250 million and 5250 million at December 31, ZO000 and 1993,
regpectively,. and are expected ta be recoversd gver varying bime
periods .

The slestric wtility op=rations' nebk regulakary assats were
$450 million and $494 million at December 31, Z000 and 1959,
reppectively. Based on rates in place at December 31, 20040,
Enron estimaces Chat 1t will collect spubetancially all of ice
regulatory agegete within the pest 11 years.,

Fipeline Cperations. ©Om April 16, 1399, Northern Natural Gas
Company (Morthern) filed an unccatested Stipulatisn and Agresment
of Settlement (Settlement] with the FERC and an order
approving the Settlement was issued by the FEEC on June 18.

195%9. The rates effectuated by Horthern an Howsmber 1, 15939
remain in #Efeck. On Hay i1, 2300, Horthernm £iled to implement an
optional volumecriec £irm chroughput service., An srder approving
such service was issued November 8, 2000 with effectivensss

Hovember 1, 2000; a reh=aring reguest is pe=nding. On Howvember 1,
2000, Hartchern filed to increase ite rates for the recovery of
return and taxes on its System Levelized Accounkt. ©On MHowember

27, 2000, the FERC ipsued an order approving the rates, subject
e refund.
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on Mowember 1, Z0DO0, Tranewestern Pipeline Company implemented
a rate escalation of settled transportation rates in accordance
with Lbs May 1998 glebal sextlement, as amended in May 19%. On
Auguat 23, 19%3, Traneweetern filed for a new service, Enhanced
Firm Backhaul. &n arder by the FERC was issued Pchru;ry 23,
2000, approving the se-vice.

Electric Utility Operations. ©n Sotcher 2, 2000 POE filed a
resbructuring plan with the QPUC that implements the provisions
of the State Senates Bill E2R1149, signed inta law in July 199%.
The new law provides industrial and commerclal customers of
investor-owned wtilitiss in the state direct access to competing
energy suppliers by October 1, 2401, As filed, PEE"s plan alsao
propogea an lncreaee in base ratee, with new tariffe effective on
Deotobker 1, 2001. PGE is a 67.5k ouwner of the Trojan RFuclear
Flant (Trojank . In September 2000, POE entered into an agreement
with the OFPUC related Eo Trajan. See Hote 14, At December 31,
2000, PSE's requlatory aeset related to recovery of Trajan
decommissicning costs from customers was 5150 million.

Enrcn believes, baged upon its experience to date and after
caonsidering appropriate resspves that have been established, thak
the ultimate resclution of pending regulatory matters will not
hawve & material impackt on Enren's financial pasition or results
of cperaticma.

14 LITIGATION AND OTHER CONTINGENCIES

Enron i A party to various claime and litcigation, the
significant items of which are discussed be=low. Although no
agaurances can be given, Enron believes, based on ita experience
to date and after considering appropriate reserves that have bhesn
egtablished, ethae the ultimace reseliotion of such iltess,
individually or in the aggregate, will not have a material
adverse impact on Enron's financial position or results of
operations,

Lit:gatinn. Im 159%5, s=veral partiss [the Plaintiffe] Filed
guit in Harrie Counky Dlstrick Court in Howston, Texas, against
Intratex Gaa Company [(Intratex), Houaton Pipe Line Company and
Fanhandle das Company {collectively, the Enron Defendants), each
of which ig a wholly-owned subsidiary of Enron. The Plaintiffs
were s2ither s=llers or royalty owners under numsrous gas purchase
conkbracta with Intratex, many of which have terminated, Early Ln
1996, the cas= was seversd by the Court into two matksrs to be
cried ior orherwlae resolved| aeparately. In tChe firet matcer,
the Plaintiffs alleged that the Enron Defendants committed fraud
and negligent misrepresancation o conneccion with the "Papnhandle
progras, " a special marketing program established in the early
1%80a. Thia case wae ctried in October 199%F and resulced in a
vardict for che Enrom Defendanta. In cthe second mattsr, the
Plaintiffs allege that the Enron Defendants vioclated stake
regulabtory reguirements and certaln gae purchase contracts by
failing te take the Plaintiffs' gas ratably with other producers’
gas at certain times betwesn 15978 and 1983, The trial esurc
cercified a classe acticn with respect to ratability claims. On
March 9, 20040, the Texas Supreme Court ruled that the brial
court's class certificaticon was improper and resanded the cass ta
the Erial eaurt. The EBnron Defendants deny che Plainciffs!
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=laime and bave asserted varicus afFlrmative defenses, ineluding
the statute of limitaticna. The Enron Defendante believe that
they have streng legal and factual defensee. and incend o
vigerauely contese the claims. Although no assurances can be
given, Enrcn believes that the wltimate reeoclution of chese
matters will not have a material adwverse sffect aon its financial
posicion or results of cperabions.

Om Movember 21, 19%&, an expleosicn cocurred in or around the
Humberts Vidal Building in San Juan, Pusrts Rieo. The explosion
resulted in fatalities, bodily injuries and damage to the
Bullding and surrounding property. San Juan Gas Ceompany, Ine.
[San Juan Gasl, an Enren affiliate, operated a propanefair
distribution system in the vicinity, but did not provide service
ta Che building. Baran, Ean Juan Gas, four alffiliates and their
insurance carriere were named as defendante, along wich several
chird parties, including The Puerto Eico Aqueduct and Sewar
Auvtharity, Puerts Bico Telephone Cospany, Heath Consultants
Incorporated, Humberto Vidal, Tne, anmd thelr ineurance carriera,
in numeraus lawsuits filed in .5, District Court for the
Diacriet of Puerce Riecs and the Superior Court of Puerts Ricas,
Thess cuikbs sesk damages for wrongful death, personal injury,
buainese interruptisn and property damage allegedly cavsed by che
explogion. After nearly four yeara without decermining the cause
af bEke axplosicon, all parties have agreed not ta litigate furthsr
chat issue, but co move these aults toward settlemence or trlalse
to determine whether each plainciff wae injured as a result of
the explosion and, if so, the lawful damages aktributable to such
lnjury. The defendants have agresd on a fund for seteblemsants or
final awards. Mumercus claims have been settcled. Although no
Asfurances can be given. Enron believes that the ultimate
repolution of theae matters will not have a makerial adverse
effect on its firmancial pasition or results of operaticons.

TI'{I':':EI'I Inveatmeant F'EC'I}'\I'EI'}'. In I‘.'EI'J.}" 1393, PGE ceaged commercial
operation of the Trojan nuclear power generating facility. The QPUC
granted PGE, through a general rate order, recovery of, and a return

on, 397 percent f its remaining iopvestment in Trojan.

The CPUIC g 'E_|EII".EI'-5.1 race order related Lo T:'Cl_]:lr:l hag been
subject Ea litigation in various stake courta, including rulings
by the Oregon Courk of Appeals and petitions o the Oregon
Supreme Court filed by parties opposed to the OPUC's order,
insluding the Ubkility Reform Project (URP) and the Citizens
Urilicy Baoard (CURD,

In August 20040, PEGE entersd into agresments with CUB and the
staff of the OPUC bto setble the litigation related to B3E's
recowery of its investment in the Trojan plant. Under the
agreemsnts, CUB agreed to withdraw from the litigation and to
support the =ectle=ment as the means to resclve the Trojan
litigatiosn., The OPUC approved the accounting and ratemaking
elements of the settlement on September 2%, 2000. As a resulkt of
these approvals, PSE's investment Ln Trojan is me longer included
in rates charged to customers, clther through a return on or a
return of that investment. Collecticon of ongoing decommissionling
cogta at Trojan ls not affected by the aettlement agresments or
the Septesber 29, 2000 OFUC order. With CUB's withdrawal, URP ia&
the one remaining slenificant adveree party im the litigation.
URF has indicated that it plans & conbinue Ba challenge the QFUC
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order allowing PGE recowvery of ite investment in Trajan,

Enron <annok preditt the autcors of theses actians. hlthﬂlgh
me AgBUYrances can be qlwven, Enron beliewves that the ultimate
resolution of thess= matters will not hawve a material adverss
effece ofn ice firmancial Pﬂﬂiti&n SF reaulta afl aperatinna.

Enviromnmental Matters. Endron 1s Eubject to axbtenslve federal,
atate and local environmental laws and regulations., These lawe
and regulations reguire expenditurss in connecticn with the
construction of new facilitiss, the cperation aof existing
facilitiee and for remediation at varioue cperating sites. The
implesentation of the Clean Air Act Amendments is expected to
result in increased operating expenses. These increased
operabing expeness are nob expected to have a material impact on
Enron's financial paositien or results of operations.

Enron’g natural gas pipeline companies conduct scil and
groundwater remediation on a number of their facilities. Enron
does not exdpect to lncur material expenditures in connection with
sil and groundwater remediation.

15 CIMMITHMEMTS
Firm Transportation Obligations. Enron has Cirm
tramaportation agreements with varioues joint venture and
other pipelines. Under theses agresments, Enrcn must make
specified minimum paymentes each month., &t Decembsar 31, 2000,
the estimated aggregate amounta of such required future payments
wears 591 millicon, SB8 millicn, 589 millian, %85 million asd $77 milllion
for 2001 chrowgh 2005, reepectively, and $447 millicn for later
¥EATE -

The coete recognlzed under firm transpnrtatinn agreementce,
including cemmedity charges on actual guantities shipped, totaled
taB million, 55% million amd 530 millien in 2000, 1995 snd L99G,
regpect ively,

Orher Cowmmitments. EBnron lesses property, operating
facilities and esguipment under various sperating leases, certaimn
of which contain rénewal and purchase opticns and residual valus
guarantess, Future commitments related to these items at
Oecembe=r 31, 2000 were 3123 millicn, 5%8 million, 569 million,
66 million and 549 million Loy 2001 through 2005, ?EHD?EtLVElF,
and 5359 million for later years. Guarantees under the leases
tocal $556 million at December 11, 2004

Total rent expense incurred during 2000, 199% and 1998 was
%143 million, 5143 millieon and $147 millign, respectively.

Enron hag entered inte two development agreementa whereby
Enran ls required to manage construction of a certain number of
power projects on bahalf of third parcey ownera. Under one
developnent agresment, where construction iF expected to be
poampleted an ar before March 311, 2004, Enron hae agread £ onter
into power offtake agreementa for varying portions of the offtake
from each facilicy. Under both development agresmente,. Enroen
maintains purchase cptions, which may be geaigned to a third
party. In addition to the purchase opticn under the developsent
agreement, Enron maintains lease aptlene on the powsr projects.
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If vpon campletion, whicsh 18 expected to accur an or belfare Auguer 31,
2002, Earan has falled to exercipe one of ite oprione, Enron may
partigipate in the remarketing of the power projects which Enron

has guaranteed che recovery of 8%.9 percent of certain project

coets, of which approf<imately 5149 million has been incurred

Ehraugh Decesber 31, 2000.

Enron guarantees the performance of certain of its
uncansalidated eguity affiliates in connection with letters of
credit igsued on behalf of chose enticies. At Decembsar 31, 2000,
a ktotal of §264 million of such guarantess were ocutstanding,
including 5103 millicon oo behalf of EOTT Enerqy FPartners, L.P.
(EQTT] . In additisn, Enron 18 a4 guarancor on cercain liakilities
of unconsalidated eguity affiliates and other companies tokaling
approdimacely 1,863 million at Degember 31, 2000, including 5538
million related to EOTT trade chligations. The EOTT letters of
credit and gquarantess of crade abligations are securesd by tBhe
agsets of EXTT. Enrcn hae also guaranteed 5386 million in leass
obligations for which it has been indemnifisd by an "Investment
Grade® TNy . Hi\]’.EIgE'I'I'IEJ'.It doee not conelder 1t llH-El'_;." chat
Enron would be reguired to perform or othersiae incur Amny loasgos
assaciated with the above guarantess. In addition,. certain
commitmenta have been made relabted bto capital expenditures and
equity investments planned in 2001,

on December 15, 2000, Eanron announced that it had entered into
an agreesment with Azurix under which the holdera of Azuriz'a
approd<imately 19 million publicly traded shares would receive cash
of $8.375 in exchange for each share. The agreemsnt, which is
subject tao the approval of Azurix shareholders, is axpectad To
cloge in early 2001,

1& ERELATED PARTY TRANSACTIONS

In 2000 and 13%%, Enroen entered Iinto transactione with limited
partnerships (the Related Party) whose general partner™s managing
membker i a aenicr officer of Enran. The Limited partners of the
Related Party are unrelated te Enron. MHanagement bolieves that
the cerme of che Eransackions with the Related Party were reascanable
compared to those which could have been negotlated with unrelated
third partia=s.

In 2004, Enron entered into transacticne with the Related
Party to hedge certain merchant investmsnts and ather assets. AS
part of the transactione, Enrcn (1) contributed te newly-[ormed
entities (Lhe Entitiss] asssts valued at approximakbesly 51.3
killion, including 5150 million in Enron notes payable, 3.7
million restricted sharee of cutstanding Enron common stook and the
right to réeceive up to 1B8.0 million shares of outstanding Enron
common BCockK Ln March 2003 {(subject to certain conditions) and
{iil transferred to the Encltiea assers wvalued ar approximacely
$303 millicon, including a £5% million note payable and an
investment in an =ntity that indirectly holds warrants
conwertible into common etock of an Enron egulty method investee,
In return, Eanraon received sconomic interests in the BEntities,
5300 million in notes receivable, af which 5259 million is
recorded at Enronts carryover basis of zero, and a Bpecial
distribution from the Entities in the farm of $1.3 billiocn in
notes receivable, subject To changes in the principal for amounts
payable by Enran in connestian with the execsubion of additienal
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derivative instruments. Cash in these Epkities of £172.6 millian
fw invested in Enren demand notes. In addivien, Enven pald $123
million to purchase Bhare-petcled cptisns fram che Encitiss an
21.7 million shares of Bnran conmson stack. The Enbitles paid
Enren $10.7 million to terminate the share-settled options on
14.6 million shares of Enron common stock cubtstanding.

In late 2000, Eonron entared inte share-seckled coallar
arrangements with the Entities on 15.4 million shares of

Enron common stock.  Such arrangements will be accounted

for as sguity transactions when setbled.

Im 2030, Enron entersd inta derivative transactions with Ehe
Entities with a combiped notiomal amount of approximately 52.1
Billion to hedge certain merchant investments and other assebs.
Emron's actes receivable balance was reduced by $36 million as &
result of premiums ocwed on derivatiwve transactions. Enrecn
recognized revenuss of approximacely 5500 million related to the
subgequent change in the market walue of Chese derivatives,
which gffset market value changes of certain meschant investmente
and price risk management activities. In addition, Enron recognized

544.5 million and 514.1 million of interest imcome and interesc expenae,

respectively, on the notes receivable from and payable to the
Entitios.

I 1933, Enron ontersed into & series of Ttransactions
evalving a4 chirvd party and the Related Party. The effect of the
transacticns was (il Enron and the chird party amended eertaln
forward contracts to purchase shares of Enron common stock,
regulting in Enrsn having forward cantracks to purchas= Enron
common shares at the market price on that day, {1i) the Related
Farty received 6.8 millicn shares of Enren comman stock subjsct
to cercalin restrliecions and (1ii) Erren received a aoce
receivable, which wag repaid in December 1%9%, and certain
financial instruments he=dging an investment held by Enron. Enron
recorded tche asseta received amd equity iezued at eatimaced fair
valus. In connection with the transactcions, the Related Parcy
agread that ehe sepnloar afficar of Earsn wauld have oo petuniarcy
interest in guch Enron common ahares and would be pescricted from
vating an matters related to such shares. In 2000, Enron
and the Relacted Party entered inte an agreement Lo Lerminate
cartain fimancial instruments that had keen entered inte during
1539, In connection with this agresment, Enron rececived
approximacely 3.1 wmilllon shares of Enron common stock held by
the Belated Party., & put opticn, which waa eriginally entered
inta in the first guarter of 2000 and gave the Related Farty the
right to eell sharee of Enron common ebock to Enron abt a atrike
price af :271.31 per share, was terminated under this agreement.
In return, Enrcn pald approximately $26.8 million to the Related
Fartw.

[ 2300, Enron sald a pﬂfLiﬁﬂ af its dark [iber iﬂvEﬂLﬂIy TS
the Eelated Party in exchange for £30 millionm cash and & $70
=illion note receiwvable that was subseguently repaid. Enron
ret:gn;zeﬂ Qrags margin af S67 million aon che sale.

Im 2030, the Related Party acquired, through securitizations,
Eppfﬂniﬂﬂt&ly 535 million of merchant lnveatments from BEnron. In
addition. Earon and the Related Party formed partnerships in which
Enron concributed caeh and ageete and che Eelated Parcy
conEributed 517.5 million in cash. Subsegquently, Earan sold a
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portion of its interssts in the partnerships through securitizations.
g Moks 1, Alas, Eppron cantributed g Eue &Pti{'l!ﬂ ES B Erust in
which the Eelated Party and Whitewing hold equity and debt interests.
At December 31, 2000, the fair wvalue of the put opbkion was a 536
=11lion loea to Enron.

In 1833, the Related Party acguired approximately 5371 million,
merchant assets and lavestsents and other assets from Enron. EBaron
recognized pre-tax galns of appreximately 16 million related to
these Cransactions. The Related Party also entered inte an agrsement
Lo acguire Enron®s interssts bn an unconsslidated eguity affiliabe
for approximately 534 million.

17T  AZEET IMPAIRHENT

In 19%9, continued aignificant changea in state and federal
rules regarding the use of MIBE as a gascline addicive have
significantly impacted Enran's view of the future prospects for
chis business. Az a reescle, Earan completed a resvaluation af
its position and etrategy with respect to ite operated MTEE
asgebs which resulted in (1] the purchase of certatn previously-
leaped MTBE related aaseta, under proviaiona within the lease, in
crder to facilitate fubture acticms, including the potential
digpogal of such assers and (11} a review of all MIBE-relared
assets for impairment considering the recent adverse changes and
Lhelr impact on recoverability. Based on this review and
diapoaal diacusslons with market participante, len 193%, Enrcn
recorded a 5441 millicn pre-tax charge for the impairment of its
MTEBE-relate=d ass=ts.

134 ACCOUNTING PREONCOIINCEMENTS

Cumulative Effect of Acccunting Changes. In 199%%, Enron
recarded an after-tax charge of 5131 million $o reflect the
inircial E-ﬂﬂlpLi.i!r'l [as of JEI:ILI&I"}' 1, 189%) af LW new B8 SHUET L g
proncuncements, the AICPA Statement of Positcion S8-5 (S0P 3B-5),
“"Reporcing on the Coate of Scare-Up Activiries® and the Emerging
Issucs Task Force Issus No, 96-10, "Accounting for Contracts
Invalved in Energy Trading and Risk Management Activities.® The
19950 charge waeg primarily related bo the adsption of S0P §8-5,

Recently Issued Acocounting Proncuncesments. In 1598, the
Financial RAccounting Standards Board (FASE! issued SFAE No. 133,
"hocounting for Derlvative Instrumente and Hedging Activities, =
which was subsequently amended by SFAS Ho. 137 and SFPAS Moo 138,
EFASE HMo. 133 must be applied to all derivative
ingkrumenks and certain derivasive instruments ambaddsd in
hybrid instruments and reguires that euch instruments ke
recarded in the balance sheet either as an asset ar 1iability
measured at Lts fair wvalues through earnings, with special
aczaunting allowsd for certain gualifying hedges., Envon will
adopt BFAS Wo. 133 aa of January 1, 2001. Due Lo
the adoption of SFAS Ho. 133, Enron will recognize
an afesr-tay non-cash loas of approstimately $5 millian in
earninga and an after-tax non-cagh gain in *0ther Comprehensive
Tnoame, " a component of sharsholders' e=quity, of appraximaksly
S22 millian [rom the cumulative @ffect of a {"I:IERIEE in -EllZ'-CDLIntiI'Ig
prinsiple. Enron will also reclassify 5532 millisn from “"Lang-
Ters Debt* to "Other Liabkbilicies® due to the adoptlon.
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The total impact of Earon's adoplbion of SFAS Mo, 133
on earninge and on *Other Comprehensive Income® ia
dependent upon certain pending interpretaticons, which are
currenktly under conelderation, including those related to
*normal purchases and normal sales" and inflation escalatora
ingluded in gertain gontract pay=snt provisions. The
interpretabtions osf thegse issuss, and okhers, are currently under
congideration by the FASE. While the ultimabte conclusions
reached on inkterpretations being considered by the FASE could
impact the effecte of Enron'a adoprtlion of SFAS Ho. 133,
Enron does not believe that such conclusions would have a material
effect an ite current estimare of the impact of adoprion.

1% QUARTERLY FIMANCIAL DATA {Unaudited)

Eummarized guarterly financial data is as follows:

cTABELE

=CARPTTON =

{In milligons, excepk First Second Thicd Feurth
par ghare asadnks) Cusrtery Juarcer Juarter Quartear
wh wlm wilw el i
20400

Ravanues 513,145 Sla, paG 30,007 540,751

Income before
interest, minority

inbtersgbs gnd income Laxes 524 09 GG 583
Mer income iia 289 292 G
Earnings per share:

Basmic 5 0.4d 0,37 5 0.37 % 0.05
0 luted a.40 0,34 .34 0.05%
1395
Revenues g9 7,832 £ 9,872 511,835 10,573

Income befors
interest, minority

interests and income taxmss £33 453 S0 4Tl
Hetb incoms 12z 222 290 255
Earninga per ahare:

Hasig S 4a.1% £ 0,29 T D.3g & 0.31

Oilutsd 0.1& 0,27 3.15 .31
£FH»

tal The sum of earninge per share for the four guarters may not
equal earninge per share for Che total year due Lo changes in
the average number cf common shares oubstanding.

e fTRBLE

20 GEOGRAFHIC AND BUOSINESE SEGMENT INFORMATION

Enran®s business is divided into oparating sagments, dafinead
as compon=nts of an enterprise about which financlal informaticn
ia avallable and evalusted regularly by the chief aperating
dacision =maker, or decision-making group, in deciding how Ea
allaocate resgurces to an individwal segment and in asgeseing
performance of the segment. Enron’s chis=f operating decision-
making group is the O0ffice of the Chairman.

Enron's chlef operating deciaion-making group evaluates

hitp: fwww sec.gov/ Archives/edgar/data’ 10244071 DOKSRIZE T DESOMI05 eneB-k.Ix1
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Total

Tearial
ol
5100, 7%
2,482
R
& 1.22
1.12
L oab,112
1,955
ER3

3 1.17
1.10
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performance and allocates reacurcea based on income before
interest, minority interests and income taxes (IRIT) as well as
on n=t income. Cerkbain costs related bto company-wide functions
are allocated to each seoment. Howewver, interest om corporate
debt is primarily maintained at Corpeorate and is not allocated ko
the segments. Thersfors, mansgemsnt believes that IBIT le che
dominant meapurement of aseament prefite comaiatent with Enron's
consolidaked financial statements. The accounting policies of
the =esments are substantially =he same as those described in the
summary of significant accounting policies in Hote 1.

Beginning im 2000, Enrcn'a communicationa bupiness is being
managed as a separate operating segment named Broadband Services
and therafare, based on criteria sek by SFAS Ho. 131,
*Digclogurea about EEEMEELB ol an EﬂtEEPILEE and Ealated
Infarmation,® iz reported peparately.

Enron has divided ice cperations into che following reportable
segments, based on similarities in economic characteristics,
products and services, typea of customers, methods of
distributions and regulatocry environment.

Trangpertation and Distribution Regulaced industries.
Interstate transmission of npatural gas. Managemsnt and aperation

af pipelinea. Eleckbric ubiliby aperabions.

Whnolesale Services - Energy commadity sales and secvices,

rigk management products and financilal services Lo whalesale custodara.

Development, acguleition and operaticn of power plante, natural ga&as
pip=lines and octher =nergy-relatesd assets.

Retail Energy Services - Bales of natural gas and electricicy
directly to end-use customers, particolarly in the commersial and
industrial aectora, including the cuteourcing of energy-related
activities.

Broadband Servicea Conarructloen and management of a
nationwide fiber optic network, the marketing and management of
bandwidth and the delivery of high-bandwidth content.

Exploration and PFroduction - Hatural gas and crude oil
exploration and production primarily in the United States,
Canada, Trinidad and India until August 1e, 1539, Ses= Nate 2.

Corporate and Other - Includes cpesration of water and
renewable energy businesses as well as clsan fusle plance.

Financial information by gecgraphic and business segment
follows for each of the three years in the period ended December
31, 2000,

Gemographic Segments

ZzTRBLE>
=CBFTICH =

Year Baded December 31,
(In millione) Z0400 1595 1960
L= il 3 a: Y Wil

Dperabing revenuss Erom
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unaffiliated customera
United States 5 7T.E91 510,176 25,247
Forelign 21,8748 B, P36 a,013
5100, TES Had, 112 531,280
Income before interest,
minarity interssts and income

Laxes
United States E 3,131 5 1,273 £ 1,008
Foreign ik1 T2z 574

& 2.4BZ2 3 1,985 5 1,58z
Lang-lived assets
United States & 10,855 S 8,288 5 49,3482
Foreldgn B44 2,385 1,275
5 11,743 S1a, 6481 £10,857
= TAELE=

Business 3egments

THRELE=
cORPTION=
Transporbation Retail
and Whalesalso Energy Broadhn
[In millions} pistribution SeTvices Services servic
ch el i < el
2690
Unaffiliaced revenuesial 2,742 593,274 3,024 5 4
Intergegment revenuee (bl 2113 1,628 T8L
Total revenuss 2, 8EE 94, 908 d,81E q
Depreciation, depletiocn and
amortizatbion ZTE 3143 £y
Operating incame (loass] el 1, 648 HE 1
Equity im earnings of
unconsolidacted =sguity affiliates ES q85 (&}
Jaine op =zaleg of aseacs
and investments 25 kS T4
dain on the issuance of stock by
THEC, Inc. - - 121
InteEest income g 171 =
SEher income, neb T1 1741 xR
Income (loeal before interest,
minarity interests and
income taxes 7332 2,240 165 {
Capital expenditures 270 1,280 T a
Identcifiabkle azsets T.EOS 43, 920 q,268 1,13
Investmentes in and advances TO
wnconeal idaced egquity affiliates TT4 dw.014 104
Total assecs SE,ZE3 547,534 54,370 51,3
«/TAELE>
cThRELE=
sCABPTION =
Tramaportation Retail Explo
and Wholesale Energy &
(Tn milliens) Distributicn Services EerTvicoes Frodu
wHm N <0 20 0
199%
tnatfiliated revenuesi{al 2,012 535,501 £1,51E 3
Intersegment revenues bl 19 TRE 2489
Total revenuess 2,032 iG, 287 1,807
hup-fwwew sec pov/ Archives/ed gar/data’ 102420 1/ 0009092 101 500005/ cnel-k.ixt 10430001
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Depreciaticon, depletion and
amortization

ODperating income {loss)

Equicy in earninge of
uncansalidated equity affiliates

Caine on aaleg of agmets

and investments

Interast income

Other incoms, nek

Income |lossf belfore 1nCerest,
minority interests and

incame ta=zes

Capital expenditures

Jdentifiable assets

Inveetmente in and advances Lo
uncansal idated eguikty affiliates
Tobal ass=ts

18958
Unaffiliarted revenueasial
Intersegment revenues (bl
Tobal revenu=s
Depreciation, depletion and
amortization
Operating income {loss)
Egquity in earnings of
unconsalidated eguity affiliates
Galpne on sales of assats
and invescmenta
Interest 1nooms
OLher lnooms, net
Tnoome |losed before incereet,
minarity interests and
incame Laxes
Capital expenditures
Idencifiable assetcs
Investmente in and advances ©o
uncansalidated eguity affiliates
Tokbal agpsbg

o FM=

[a) Unaffiliated rewvenues include sales to unconeolidated eguity

atfiliates.

247
551

50
12

15

GHE
ERE
7,148

811
57,5859

51,831
1&
1,849

253

hed

%3

a37
ERRE
g, 555

G661
57,816

i34
BEs

23%

11
18
Ed

1,317
1,218
18, 561

1,684
21,183

527,220
50%
27,728

153
BEd

42

4
B

[25]

268
TG
12, 20%

2,612
514,817

[b) Intersegment sales are mads at pripces comparabls ta those

received from unaffiliasted customers and in some inatances are

atfected by regulatory considerations.

[2) Reflecks results throwgh August 14,
[y Imcludes consolidating eliminations.

=/ TABLE:=

o TEXT =
« fDDCUMENT =

http-/fararw sec_govi Archives/edgar/data’ 102430 1/ TO00909 28 10 S000K5/eneB-k it

1995,
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Page 65 al6s

25
Lal

L

VEED
a4d
556

§ 956 ]

£1,072 =}
1,072

ER
11247

[

1119
5
14T

Lt

& 747 53
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ENRON CORPIORY filed this 10-Q on 081472001,

Chuthne Printer Friemd |y
First Page »
IMITED STATES SECURITIES AMD EXCHANGE
COMMISSION
WASHINGTON, D.C. 205489
FORM 10-Q

QUARTERLY RESORT PURSUANT TO SECTICH 13 OR 15(D) OF THR
SECURITIES EXCHRNGE ACT OF 1334
Faor the guarterly period ended June 30, 20401

Commiszsion Fils Humbsr 1-131159
ENRON CORF.
(Exact name of registrant as specified in its charter]

oregon 47-02851430
iState ar ather jurisdiction of (L.E.5. Employer Identification
incorporation or organizationld Humber ]

Enron Building
1440 Smith SErest

Hocuaton, Texas Tro02
taddress of principal sxscutive (Z2ip Code)
alfloes)

17131 853-6161
(Begistrant's telephons number, incloding area oosde|

Indicate by check mark whether the reglstranc (1) haa
filed all reports required to be filed by Section 13 or
15(dl of the Securities Exchange Act of 1934 during the
praceding 12 manths {ar for such sharter period that the
registrant was required to file such reports), and (2] has
been subject o auch filing reguiremencs for the past 50
days.

Yes [X] Mo !

Indicate the number of shares autstanding af «ach of the
iGsuer's classes of common stock, as of the latest
mar

seticable dabe,
Claga Gutetanding at July 31, 2041
Common Stock, Ho Par Value 74%,85%7,386 sharce
1 af 27
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ENRON CORE. AND SUBSIDIARIES

TABLE OF CONTENTS

Pages Ha.
PAET I, FINANCIAL IHNFORMATICN
ITEM 1. Financial Statements
Congolidaced Income Statement - Three
Months Ended Jurne 30, 2001 and 2000 and
Six Moncha Ended June 39, 2901 and 2009 3
consal idated Balance Sheest - Juns 30, 2001
and December 31, 2000 4
Conaol idated Statement of Cash Flows - Six
Monkths Ended June 30, 2001 and 2000 G
Hotee to Consolidated Finanzial Stacements ¥
ITEM 2. Management's Discusslon and Analysis of
Financial Condition amnd Besults of Operabions 1B
PARRT 11. AOTHER INFORMATION
ITEM 1. Legal Froceesdings 35
ITEM 4. Submission of Matters to a Wote af Securily
Haldere a5
ITEM 6. Exhibits and Reports on Form B-E 36

PART [. FINANCIAL INFORMATIOR

ITEM 1. FINAMCIAL STATEMENTS
ENRON CORP. AND SUBSIDIARIEE
CONSOLIDATED INCOOME STATEMENT

[Im Millions, Except Fer Share AMCUNTE)

nandiEsd})
Three Months Ende=d Six Monechs Ended
Jurke 30, June 30,
2001 2000 2041 20080
=f = Fl e E e L Ll e}
Revrenmes E=d, a0 £18, 8486 S100,16% G397, 03
Coets and EXpenses
Cost of gas, electricity, metals and
other praducts 48,173 15, 3124 55,332 27,21
dperat ing exXpensad 1,027 Ba2 Z,020 1,63

hip:/ 10k wizard.cobncom/filing. php frepo—tenk&ipage= 1475107 &doe=1 &iotal=1 3L TK=EM.. 11:2/01

Q0200000000800



[DEWizard - SEC Olings Page 3 of 37

Cepreciation, deplecion and amortization 244 153 4533 i6
Taxers, aother than income taxes TE =1 1&5 1z
49,516 16,467 Qg,971 29,34

Qperating Income 542 4159 1,219 EG

Other Income and Deductlons
Equity in sarnings of unconsolidated

eguity affiliates 100 55 174 il
Galne cn sales of nen-merchant assets 1B 72 Ed B
DEher incomes, nat 133 63 14& 13
Income Before Interest, Minority Interescs

and Income Taxes 7133 &03 L.58F 1,23
Interest and Ralated Charges, net 215 136 416 ik
Dividends an Campany-Obligaced Preferred

Securicies of Subaidiaries 18 21 16 3
Minority Interests 0 39 Tl
Incomes Tax Expanse 126 G4 458 13
Het Income Before Cumulative Effect of

Accountcing Changes 404 283 210 62
Cumulative Effect of Bocountcing Changes,

net of tax - - 13
M=t Income 404 89 Bzg 233
Preferred Stock Dividends 21 21 4L 4
Earnings on Common Stock 5 183 g 268 =4 Tag 5 SE

Earnings Per Sharc of Common Stock

Basic
Belfare Cumulative Effect of Accounting
Changes £ 0.81 5 0.37 5 1.0 i 9.8
Cumulative Effect of Accounting Changes - - 0. a2
Basle Earninge per Shars 5 d.51 5 0.37 ] 1.04 & o.8
Tluted
Before Cumulabive Effect of Accounting
Changes § 0d.45 5 0.34 & 0.92 £ 0.7
Cumulatiwe Effect of Accounting Changes - - o.az
Diluted Earnings per Share i 0.45 S 0.34 ] 0.5 5 a.7
Everage HNumber of Common Zhares Used in
Camputabicn
Bagle TED T3 55 7T
0iluted BS1 EB&2 ERZ a5

2 Fils
The accompanying notes are an integral part of these consclidated financial
GrabemEnts .

PERET T. FIMANCIAL INFQRHATION - [Conbtifnued)
ITEM 1. FINERHCIAL STATEMENTS - (Contimued)
ENRON CORP. AKD SUBSIDIARIES
CONSOLIDATED BRLANCE SHEET
[In Millicnal
naudlted)

June 30, December 371,
2001 zooo

hitp:// 1 0kwizard cchn.com/filing php?repo=tenk&ipage=1475107&doe=1 &total =1 3& TK=EM_. 11/241
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ASEETS

=
—Urrenkt AEgATE
Cash and cagh equiva_ents
Trade receivables (et of allowance for doubt
accounte of 5453 and 5133, veppectivelyd
ther receivakbles
hsgets from prica
Inventoriaes
Deposits
Dther
Tokbal Current fAsgetsa

cisk management ackivities

Investments and Other hsselbs
Investmanta in and advances to unconsolidated
eguikty affiliates
heggere from price rlsk management actbivities
Coodwill

Orher
Total Investments and Other Assers
Property, Plant and Egquipment, at ooat

Watural g9as tranamission

BElectric gensraticn and distribution
Fibher-optic network and sguipment
Conatructicn in progress

Other

Legs accumilated depreciation, depletion
arnd anorelzatiaon
Froperty, Flant and BEgquipment, net

Tatal Assecs
=FHM=

The aocompanying noteg are an lncegral part of
statements .

FART L.
ITEM 1.

FINANCIAL INFOEMATION -
FINANCIAL ETATEMENIE

Pagc 4 of 37

Pl b ] Ef b

£ B4T £ 1,374
ful

11,234 10,398
1,347 1,874
i, 815 12,018
813 253
2,412 2,413
756 1,333
26,444 ip,3pl
5,934 5,294
G, 025 B, 580
3,527 1,636
7, BL3 5,458
38,327 21,379
&, 287 E,916
3,784 i, 766
536 415
EOg g82
2,481 2,256
14,287 18,4549
3,526 3,718
1, Tal 11,743
63,392 £65,503

chese congalidated financial

\Continued)
[Continued)

EHNEDN COEP. AND SUBSIDIARIES

COHNEQLIDATED EALANCE ZH
(In Milliens:
(Unaudited)

LIABILITIES AND EHAREHOLDERS' EQUITY
=H =
Current Liabilities
Aooounts payable
Liabilities from price rigk management
activitises

http=/ 1 Dkwizard.ccbn.com/ iling phpPrepo=tenk&ipage=1475107&doc=1 &total= 1 I&TK=E...

EET

June 34, Decembs=r 31,
2401 2000
20 S
5 9,646 5 5,777
7,470 19,458
117201
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Short-t=rm debt
Custamers' deposits
othar
Total Current Liablilities

Long-Term Debt

Deferred Oredits and Dther Liabilities
beferred income taxes
Liabilities fram FIl'iE-E riguw I'ﬂEII'I-H.-IEIEI'I'lEI'.It
activicies
Othar
Tocal Deferred Credite and Other Liabilities

Hingrity Interagcs
Company-Obligated Preferred Securlities of Subsidiaries

Shareholders! Eguity
Sepand preferred stack, cumulacive, no par value
Mandatorily Coenvertcible Junisr Preferred
Stock, Series B, no par wvalue
Common sktack, Do par valueg
Recained earnings
aocumilated other camprehensive income
Common stock held in treagury
Regbtricred atock and cther
Total Sharsholders® Bguity

Tobal Liabilities and Shareholders' Eguity

« FH =

3.457
1,820
1,320
24,312

9,355

1,758

10,062
2, 866
14, 886

2,385

B03

116

1,000
5,416
1,827
{1,606)

(B&61]
{152]
11,740

563,392

Page 5 of 37

1,879
4,277
2,178
28, 406

1,644

9,423
3,682
13,758

3,414

S04

124

1,000
B,34E
1,226
(1, 04E}
(32}
(14 B}
11,470

F65,503

The accompanying notes ars an integral part of theas conaclldated financial

ctatem=nts.

PART I. FINANCIAL INFORMATION - [Continued)
ITEM 1. FINANCIAL STATEMENTS - (Continued)

ENEOH CORP. BND SUBSIDIARIES
CONESOLIDATED STATEMENT OF CACSH FLOWS
1In Millians)

(rnaudiced)

EER
Cash Flows From Cperating Rotivities
Reconciliation of nek income o net caeh
provided by {used in) operating activities
Mat income
Sumulative effeck of accounting changes, net of Eax
Depreciation, depletiocn and amorbizaklon
Daferred income caxaes
Galne on sales of non-merchant assetbs

Six Months Baded

June 34,
2001 2008
i P o]
5 gE2s s E27
| 13]
153 Ihd
1E8 il
(5o} {150

hip:/ Hikwizard.ccbn.com/filing phpTrepo=tenk&ipage=1475107& doc=1&0lal= 1 3&TK=EM.. 11/2/01
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Changes in components of woerking capltal;

Ket margin depoelt acbivity 12,342) {350}
other working capital [ED0] 1174
Wet assets [roe price riek management activities Taz {788
Merchant assgts and investments:
Fralized {gains] losses on sales [&41 25
Froceeda from sales iTe 553
rdditions (175} 11, 2R
Unrealized losoes 21 111
tther, n=t [6315] 157
Met Cash Used in Operatinoc Activities {1,337} (5471
Cash Flows From Investing Activitles
Capital expendirures [L,200) {1, 00%)
Equity investments [L,OBB} (320]
Procesds freos gales of non-merchant assebs 1,423 105
Acguisitions of subsidiary stock {4E5]
Businsss asgulsiecisne, net of cash acguired (343 (3RA]
Other investing activities (262 117
Met Cash Used in Investing Activities (1,181} [&,254]
Cash Flows from Pinancing Actlvitiea
Igguance of long-term debs 2,864 Z.479
Fepayment of long-term de=bt (1,7a2) 1431
Het increase in ghorb-Term borrowings 1,163 1,301
Igauance of commen stock 185 2E4
Issuance [(redemption) of preferred pecuritciee
af subsidiaries - (95}
Cividends paid {256) 1265
Acguisition of treasury stock [203] {129}

Ocher finansing activities - 107

Het Cash Frowided by Financing Activielies 1,971 3,331
Incr=ase= [Decreass) in Cash and Cash Eguivalents [E27] 430
Caah and Cash Egquivalents, Beginning of Period 1,174 2348
Cash and Cash Eguivalents, End of Periad g E&T 5 T1H
Changea in Components of Other Working Capital
feceivables S [237] 5i2,815]
[nvepktariag [114] 36
Fayables [139] 2,319
O her 1843 ag
Total 5 [e0pa) 5 (174}
o FRY

The accompanying notes are an intsgral part of these consolidated finansial
gbatements .

PART I. FINANCIAL INFORMATION - (Continued)

ITEM 1. FIMABHCIAL STATEMENMTS - (Contlnued)

ENRON CORP. AND SUBSIDIARIES
HMOTES TO CONSOLIDATED FINANCIAL STATEMENTE

1. BARSIS OF PRESENTATION

The consolidated financial statements included herein
have been prepared by Enron Corp. [Enron] without aodit

hitp: /1 kwizard cchn.com/filing php?repo=tenk&ipage= 1475 107 & doc=1 &total=1 3L TK=EM . 11720

Q0200000000804



10K Wizard - SEC filings Page 7 of 37

purevant to the rules and regulations of the Becuritiss and
Exchange Commisgion. Accordingly, these statements relleck
2ll adjustments {(consisting anly of normal recurring
entrieed which are, in the opinion of management, necessary
for a fair statement of the financial results for the
interim perioda. Certain iaformation and notes normally
included in fimancial statements prepared in accordance with
general ly acoepted accounting principles have beean caondensed
or amitted purswvant to such rules and regulatdons, although
Enran belleves chat the disclogures are adequate to make the
information presented not misleading. Thess consolidated
financial statemente should be read in confunction with the
financial statesments and che noces Lherebo fncluded Lin
Earon'e Annual Report on Form 10=-XE for the year ended
December 31, 2400 (Form 10-K}.

The preparation of financial statements in conformity
with generally accepted accounting principles regquires
mansagement Lo make sstimaces and assusptione that atfect the
reported amcunte of aseete and llabilities and disclosures of
contingent assets and liabilities at the date of the
financial statesents and the reported amounts of revenues
and expenses during the reporting pericd. Actual resulbs
could differ from those estimates.

Tertain reclassifications have been made in the 2000
amounkts to conform with the 2001 presentation,

“Bnron® is used from time Eo BEirme herein as a collective
reference to Enron Corp. and lte subaldiaries and
affiliates. The businesses of Enron are conducted by Enron
Corp.'s subsidiaries and affiliates whose operations are
managed By cheir respective officera.

2. SUPPLEMENTAL CASH FLOW INFORMATILION

Hekt cash paid for income taxes for the first half of 2001
and 2000 waa 5167 million and 533 million, respectively.
Cash paid for interest for the same periods, net of amounts
:apita]ized. was 5438 millien and 5376 millicn,
regpect ively,

In 2000, Enron entered into an agreament with Rzurix
under which the holders of Azurix's approximately 39 million
publicly traded shares would receive cach of 5B.375 in
exchange for g¢agh share. On March 186, ZD01, Azurix
snareholders approved the agreement whersby Enzon paid
S.prbﬂ.ifﬂﬂtl&].f %330 millian for an IBI;LLIVEILE‘E'I.E numiar of
shares held by the public and all pubklicly traded shares of
Rzurix Corp wers rodeemed.

Han-Cagh Activity. In March 2001, Enrson asguired the
limited partner s interssts in an unconsalidated eguity
affiliate, Joint Energy Developsent Investments Limited
Parcnershiy (JERI), for $35 million. As a result of the
acqulsition, JEPI has been consoclidated. JEDI'® balance
sheet as of the date of acqguisicien conaisted of net assets
af approximately 5500 millicon, including an inwestment of 12
million shares of EBnron comnen dabock valued at approsimately
5785 million, merchant investments and other assets of appr&ximateLy
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££70 million and third-party debt and debt owed bto Enron of approsimately
£250 million Enron repaid che third-party debt of approximately %820
millicm pricr To March 31, 2001. Also see HNote 8.

3, LITIGATION AMD OTHER CONTIHGEWCIES

Litigaticn

Enron f& a party to warieus clalme and litigation, the aignificant
itema of which are diascuseed below. Although no assurances can be
given, Enrcn balisves, based on its experience to dakts and aftar
congldering appropriate reserves that have been estaklished, that the
ultimate resclution of such ftems, individually or in the aggregace,
will not hawve a material adverae impact on Enron's financial position
ar results of operations.

[n 1935, several parties (the Plaintiffsl filed suit im Harris
Sounty District Court in Houston, Texas, against [ntratex Sas Company
ilntratex], Houston Pipe Line Company and Panhandle Gasa Company
{ecllectively, the Earen Defendants), each of which is a wholly-owned
gubeldiary of Enron. The Plainciffs were either sellers or royalty
owners under numercus gas purchase conkracts with Intratex, many of
which hawve terminated. EBarly in 1996, the case was severed by the
Court intg two matters to be tried |or ctherwise resolved) separately.
In Ehe firse matter, the Plaintiffs alleged that tche Enron Defendanta
committed fraud and negligent misrepresentation in connection with the
‘Panhandle program,® a special marketing program established in the
early 19802, This case was tried in October 19%6 and resulted in a
verdict for the Enron Defendants. In the second matter, the
Plaineiffe allege that the Enren Defendants viclarved etate regulacory
reguirementa and certaln gas purchase contracts by failing to take the
Plaintiffs' gas ratably with other producers' gas at certaln times
betwesn 15978 and 1988, The crial court cercified a class action with
reapect To ratability claima. ©On March 9, 2000, the Texas Suprems
Tourt ruled that the trial court's class certification was improper
and remanded the cape to the trial court. The Enron Defendants deny
the Plaintiffs' claims and have asserbted various affirmative defenses,
including the statute of limitatiens. The Enran Defendants bellewve
chat they have streng legal and factual defenses, and intend to
vigarcusly contest the claims. Although no assurances can be given,
Enron believes that the cltimate resolution of theae mactere will not
have a material adverse effect on its financial position or resulcs of
operaticons,

on Kovember 21, L#36, an explosion ocgurred in the Humberto Vidal
Building in Samn Juan, Puerks Rica. The axplaaion regulced 1n
facalities, bodily injuries and damage to the building and surrounding
property. San Juan Gas Company, Ins. (San Juan Gas), an Baron
atfiliate, cperated a propanefair discribution system in the wicinity,
but did not provide service to Che building. Enron, San Juan Sas, four
affiliates and their insurance carriers were named as defendanbs,
along with several chird parcles, Lncluding The Fucrto Rics Agueduct
and Sewsr futhority, Puerto Rlec Telephone Company, Heath Consultants
Inca:p&ra:ed, Humberto ¥Widal, Inc. and their insurance carciers, in
numerous lawsuits filed in U.5. District Court for the District of
Puerts Rieo and the Superilor Court of Puesrtoc Rico. Thess suits sesk
damages for wrongful death, personmal injury, business interruptlon and
propecty damage allegedly caused by the explosion. After nearly four
yaars without decermining the cause of the explosion, all parties
agresd not to litigake furcher that laswe, but bEo move these suits
toward settlements or trials to determine whether each plaintiff was
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injured as a result of the explosion and, if so, the lawful damages
attributable to such injury. The defendants agreed ocn a fund for
gattlements ar final awards. Humerous claims have been settled and ten
casas invalving 1% plalntiffs are scheduled for trial in the United
Btatea Districc Court beginning on December 14, 2001. Ho cases have
vet been scheduled for trial iom the Superior Court. Although no
assuranses can bs glven, Enron belisves that the ultimate resclution
af chege matters will not have a material adverse s=ff=ct on its
financial position or regsults of opsrations.

Trojan Investment Recowvery. In sarly 1553, Portland Seneral
Elestrie |POE] eeased commerclal eperation of che Trojan muclear power
generating facility. The Oregon Public Utility Commission {(QFUC)
granted PIE, throwgh a gensral rate order, recgvery of, and 4 return
an, B7 percent of ice remalning Lnwveatment in Trojan.

The QFU's general rate order relaced to Trojan has been subject to
litigation in various stabte courts, including rulinga by the Oregon
Jeurt of Appeals and peticicne to the Qregon Supreme Court filed by
parties ocpposed to the OPUC's order, including the Usilikty REeform
Projeck {URP: and the Citizens Ucllity Board {(CUR).

In August 2000, BGE entered intc agreements with the CUB and the
staff of che OPUC to settle the livigation related to PEE's recovery
of its investment in the Trojan plant. Under the agresments, the CUB
agread Lo withdraw [rom the litigation and to support the settlement
ge the meang Lo reaclve the Trojam litigaticn. The OPUC approwved the
accounting and ratemaking =lem=nts SF the sebtlement on cepbambar 29,
2000, Rs a result of these approvala, PEE's lnvestment in Trojan is
na longer included in rates charged to customers, =ither through a
return an ar a return of thar investment. Callection of ongoing
decommisaioning coates at Trojan is not affected by the settlement
agreements or the September 25, 2000 OPUC arder. With the CUB'gE
withdrawal, the URP is the one remaining elgnificant adwerse party im
che litigation., The UEP has indicated that it plans to conbinue to
challenge the =zettlement and the original OPUC order allowling PGE
recovery of and a rebturn on ite investment in Trojan.

Enren cannot predict the cutcome of these actiocns. Although no
assurances can bBbe given, Enron Believes chat tThe ultimate reagolution
2f chepe matters will not have a material adverse sffect on its
financial position or results of opsratians.

other Contingencies

Environmental Mattere, Enron la subject to extensive federal,
sLate and local environmental lawse and regulationsd. These laws and
regulations reguire expendituresa ln ccnmection with the constructicn
of new facilities, the operation of existing Facilities and far
remediation at various operating siktes.  The lmplzmentatlﬂn al che
Clean ARir act amendments is expested to result in increased aperating
eipEnses. These increased operabing expenseg are not expected to have
a material impact an Enronts financial peosition or resules of
pperabicng.

Enron®s patural gaeg plpeline companies conduct soil and groundwater
ramediation an a numker of their facilities., Enron doeg not axpect to
incur material expenditures in coomection with soil and groundwater
remediation.

Developments in the Califarnia Power Market, During 2000, prices
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far wholesale 2lectricity in California significantly increased as a
result af a combination af facters, including higher natural gas
prices, reducclen in awvailable hydroelectric generation ressurces,
increased demand, ower-reliance on the spot market for salacericity and
limitations on supply. California‘’'s regulatory regime instituted in
18%5 permicted wholesale price Iingreases but froze retail prices below
matrket levels. The resulting disparity between costs of supply and
custamer revedues caused two of Califernisa's public uellities, Pacific
Faa & Electric Company {PGEE) and Southern California FEdison Company
(BECE] ., to agcrue substantial vnrecovered wholesale power costs and
cervain obligaticsns related to the difference between third party
power purchase costs and frozen rates charged to retail customers.
FILE and SCE have defaulted on or are challenging paymente owed for
certain outetanding obligaticne, including wholesale power purchased
through the California Power Exchange {the Power Ewchange),. from Lhe
California Independent System Operakar {(the Independent System
Operater), and From gquallfylmg Pacilitiea. ITn addition, PGLE and the
Powar Exchange each have filed a voluntary petition for bankrupkcoy.

various legislative, regulatery and legal remedies to the =nergy
situation in California hawve been implemented or are being pursued,
and =ay regult in restructuring of markets in Califernia and

elsewhere. Additional initiatives are likely at the Pederal, state
and local lewvel, but 1t ls not poesible to predict their cutcome at
thia time.

Brron has entered inko a variety of bLransactions with California
utilities, the Power Exchange, the Independont System Qperator, end
ugers of energy in Califarnia, and other third partiea. and is owed
amcounts by certain of these encities. Enron has established reserves
relaced to Buch activities and believes that the combination of such
reserves in accounts receivables and other credit affeets with auch
parties are adeqguate Lo cover Lts exposure to developments in the
California powsr market. Dus to the uncertainties inwvalwved, the
ultimate cubcome of Lhe Califorala power eituvation cannot be predicced,
but Enron belisves these matters will not have a material adverse
impact on Enrcn's financial condition or results of operations.

India. Enron indirectly owns 50% of the net voting interest in
Dabhol Power Company {Dabhol), which owns a 740 megawatt power plank
and f= consktructing an addikcional 1,444 megawatt power plant together
with an LHG regagification facility ilcellectively Fhase II) in India.
Enron accounts for ibs investment in Dabhel under the eguity mechod
and che debt of Dabhel ie non-recourse to Enron. Dabhol has been in
dispute with the Maharashtra State Electricity Board [MEEBR), Lthe
purchaser of power £ram Dabhal, and the Government af Maharaghtra
(GoM} and the federal government of Inmdia (30I), the guarantors of
payments by the MSEE pursuant to the terms and conditicns of the powsr
purchage agreemsnte (PPR] and the other project documents. The
contract disputea relate principally to (a) the failure by the HEEE to
pay certain capacity and energy payments under the FPA, and the
fallure of the SOM and 00T to satisfy certain guarantese obligationa
pnder the project documents and (b] MSEB's statements that MEER has
*rescinded® che PRPA and MSEB is therefore no lomger bound by Che PPA
A2 & result of such disputes, ths Phase [I lenders have stopped
funding the continued construction of Phase 1 and the construction
concractors have terminated the constructlon contracce for non-
payment. There §ig no assurance that Dabhol will ke able Lo resolve
guch disputes to its favor and ta succesafully collect on and Ea
enforce any judgment ot eetctlement . Howewver, Dabhal believes Chat the
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MSEB's actlons are in clear violation of the terms of the PPR, and
Dabhzl intendes to pursue all svailable legal remedies under the
prgj¢ct documents. B3 a regult of these disputes, the 740 megawaktt
power plant is nat being dispatched by MSER. Fureher, Dabhal hasz
suspended construction activity on Phase IT. Enren does not belisve
that any contract dispute related to Dabhol will have a material
advearas impack on Bhron's Tinancial eonditicn or results of
aperaclions.

4. EAANINGS PER SHARE

The computation of basic and diluted earnings per share 18 as
follawe (in millione, except per share amountal;

Lix Months Ended

Second QUArter June 30,
01 Zpan 2041 X000
L3 L st E e w
Humerabor:
Basic
Inocese before cumulaclive effect
of accountcing changes 5 404 5 283 % Bl % B3V
Preferred stock divide=nds:
Second preferred stock (4 (4] VB | VB
Baries B Preferred Stock 17 117] {331 (33}
Income available to common
sharehoslders belfore cumulabive
effect of accouncing changea 383 648 TES SEs
Cumulative =ffeact of accounting
changes - = 1% =
Incomes available to common
shareholders 5 3831 4 26@ £ TR 5 SEA
Diluced

Income avallable oo comman

eharehoslders before cumulakive

pffect of accounting changes 5 383 & ZeH £ TED & SBE
Effect of assumed conversion

of dilutive securitiea:

Second preferred stock El 4 | |

Beriesa B Preferred Stock 17 17 i3 a3
Income before cumslative effeck

Sf accounting changes %04 Z449 B1d 627
Ccumalative effect of accounting

changes 1%

Income availables to common
chareholders after assumed
conversione 5 404 % 2asg L B2 3§ 827
Denaminator :
Denominator for basic earnings per
shares - weighted-average shares 7157 EEE 755 TiE
Effect of assumed conwversion of
dilubive securitiss:
Preferred Stock:

Second Preferred Stoack iz 15 13 35
Seriea B Freferred Stock 50 Ed S0 Sdr
Etock aptions and other eguicy
inetrumanta 52 a4 d4 44
Oilutive potential common shares 134 125 127 1&%
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Denominaltor

[ar diluted sarnings per

ghare - adjusted welighted-average

ghares and assumed conversions
Hasic =arnings per share)
Bafcore cumulacive effect of
accounting changes
Cumilacive effect of accounting
changes
Basic marnings per share
Diluted earnlnga per share:
Before cumalative effect of
accounting chandges
Cunmuilacive effect of accnunting
changes
Diluted =arnings per share

5. COMPREHENSIVE THCOME

a31 BEa 2
§0.51 50,37
5:.51 sn.z;
80,45 $0.34
sn.a; $n.3;

Comprehensive income includes the follaowing (in

Page 12 0f 37

Bd2 BET
£1.02 S0.80
.2 -
51.04 50.80
40,82 a0.73
a.02 -
40,54 50,73

Six Months Ended

Jume 30,
2001 2naid
o (= e
% E29 5 827
[E51] fa) {101}
25 -
&Ly -
(@) (k)
11 (19)
5 271 5 507

millicnal =
Second Quarter
2001 20304
-5 L= 0
Mgt income 5 404 5 289
Other comprehensive income
inet of caxj:
Foreign currency translation
adjustment (40Ll} [N
erivacive ipnetrumenta;
Cumulative =ffect of
accounking changes - -
Pefarrad loss an derlivablva
ingtrume=nts associated with
hedages al future Cash [lows [26] -
Recognition in earnings of
pravicusly deferred gaine
related o derivative
instruments used as cash
tlow hedges 4
EHEHQE i wvalue of available-
for-gale invesr=ente 14 (G
Tobal comprehensive income (losg) £ {8l 5 184
cFH=
tal Change primarily reflects the decline in walue of
the Brazilian real and the Britisgh Pound.
=¥ Includes an after-tax gain of £10 million related Lo

rhe discopnringgace of 4 cagh [low ﬂﬂﬂgﬂ or a forccastod
trangaciion that bscame probable of not cccureing.

6. BUSINEES SEGMENT IHFORMATTON

Enron's business is divided inte reporting segments,
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defined as cosponenkts of an enterprise about which financial
informatien 1 available and evaluated regularly by the
Jffice of the Chairman, which serves as the chi=f operating
decislion making group.

Beginning in 2001, the commadity-related riak management
activitlea of Recall Energy Services' North American
customer contracts were transferred to the Wholesale
Services segment, consclidating all sonergy commadity risk
managemant activikbies withinm one segment. In 2001, Betail
Energy Services' business includes grigination of new
cammadity and eaergy assst management and servicea
contracts, execution of energy aseet management and services
acrtivity and management aof customer relationships. Year
2000 resulibs in the fallawing table have been restated to
reflect this change.

Betail Transparkatia
wWholesale En=rgy Broadband and
iIn Millions) Caryvices ] Sarvices (el Services Digtribucion
Three Months Ended
June 30, 2001
£3 Lt} L o] i
Unaffillated revenues|al S48, 340 5 559 5 15 5 935
Intersegment revenues kbt 136 () 1 46
Total revenuss 548, 47E £ ELT 5 16 5 GH1
Income [loss) before lnterest,
mingrity interests and
Lneome Laxea L BOZ 5 G0 S 5 14z
Six Months Ende=d
Jduse 30, 2001
Upnaffiliated revepues{al 295,747 41,201 3 140 21,858
Intersegment revenues kbl 237 45 [z 1ae
Total revenuss 555, 984 51,250 5 a9 51,954
Inee=s [loss) befare inTerest,
minoricy interests and
Lncome Eaxes £ 1,587 5 140 SHLETS % 335
Retail Tranaportatcio
Whaolesale Enargy Broadband and
(In Millions) Zervices ol Bervicealc) Services Digtribution
Three Monthae Ended
Junme= 33, 2000
SsBe S Y =4 Lad RS
Unatfiliated revenues 515,832 5 409 3 151 5 545
Inkbersegment revenuss 135 11 - 52
Total revenues 515, 58T 5 420 5 151 5 587
Incams [loss) before interest,
minoricy intercsce and
incomsE Caxes g 415 g 45 5 (B 5 139

5ix Months Ended
June 33, 2000
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Unaffiliated revennes 527, TR 5 6ERT 5 210 51,144
Int=rsegment cavenues SOz iv - =1
Total revenuag SX8 158 5  Ti4 & 210 21,200

[ncome (loss] befores interest,
minocrity interests and
incoms taxes 5 B4d 5 52 5 (421 9 3732

el =

tal Enrcn recognized revenues from transactions with unconsalidated
equity affiliates of approximacely 51,111 millien in the firvasc
half aof 200L, imcluding $125 million related to commodity conkbracts
entersd into in the second guarter.

‘bl Intersegment sales are made at prices comparable to those received
from unaffillaced customers and in some instances ars affected by
regulatory considerations.

fel The 2000 amounte have been reatated. Prior to the restatement,
Betail Energy Services reported revenues and IBIT of 5840 million and
224 million, reeppectiwely, for the second quarter of 2000, Eestated
full year 2000 revenues and IBIT were 31,765 million and 5173 million,
respectively. Operating rescles in 2001 include serviclng charges from
Whalesals Services for management of Retaill Services' risk managesent
activities, These servicing charges are reflective of the applicable
level af risk managemsnt services provided and have been presented on a
basis consistent with how such charges are reported internally.

idl Tneludes consolidating mliminations.

Total asgers by segment are a8 [ollowe (in millicongl s

June 30, December 31,

2001 2000

8= Y- wsn
Whalegalea Servicss 49,314 551, 09
Eetail Energy Services 1,353 1,2054{al
Eraoadband Services 1,483 1,337
Tranaporcation and Distribucicon G495 a,z2as
Corporate and Cther 2,773 3,579

Tatal Assets BE3,3192 565, 50%

= FHl=
ial Betail Energy Services' total assets have been restated.

7. DERIVATIVE LHSTRUMENTS

on Janwary 1, 2001, Enron recoegnized an after-tax non-
=ash gain of %159 millian i earnings and deferred an arter-
tax non-cash gain 2f 525 million in "Accumulated Other
Comprehensive Income! (OCL), a companent af shareholiders!’
eguity, and reclaseified 5277 million from "Leng-Term Debt®
ta "0Ocher Liabilities" to reflect the initial adeption of
SEtatement of Financial hccﬂunLing Standard Ha. 133,
“heoounting for Derivatiwve Instruments and Hedging
pccivities" (SFAS Mo. 133} . SFAS Ho. 133 must be applied to
all derivative instruments and requires that such
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ingtruments be recorded in the balance shest either as an
agget or a liabkility measured at its fair wvalue through
earnings, with special accounting permitted for certain
gualifying hedgea as descrlbed ln the following paragraphs.

In the ordinary course of bueinesa, Enrcn enters into
derivative instruments, as defined in SFAE Ho. 133, as part
af its normal risk management operations, which are subject
o parameters established by Enron's Beoard of Directora. The
adoption of SFAS No, 133 has no impact on the way Enron
accounts for its risk managem=nt business activities.

on & much more limited basis, Enron's other businesses
=nkter inkto derivative instruments, such as forwards, swapsa
and octher contracte., in order to hedge certain non-trading
risks, including interest rate risk, commodity price risk
and I'G.'I:'Eif_!:'l CUrrency EHEI:'L-E:".'HE rate riek. Enron ﬂfilﬂﬂl’il}l‘
wses cash flow hedges, for which Enron's cbjective is ko
pravide protection against wvarlability Iin cash [lows due Lo
an agsgociated varliable rigx. Enrvon acoounte Lo such I:‘.Edging
agtivity by initially deferring the gain or loss related to
tha fair value changes in derivative instruments in OCI. The
deferred change in fair value Ls then reclasalfied into
income concurrently with the recognition in income of the
cash flow itcem hedged. The net after-tax asount expected bo
be reclassified from OCI within the next 12 monche Le
approdimately 510 million. Enron recognized a loss of approximately
£13 million related to ineffectivensss in cash [low hedges. Enron
ras also entered inte a limited number aof fair wvalue hedges to protect
the fair value of certain liabilities from variability caused by
fluccuations in either interest rates or foreign currency exchangs
rates. Enran accounks for these hedges by recognizing the fair
value of both the derivabive instrument and the hedged Ltem
iate Llacame concurrently. There waa no material ineffectivencsa
in fair walue hedges during the first six months of 2001. Certain
of Znron's unconsclidated affiliates entered inta net lnvestment hedges
to protect agalnat the foreign currency exposure related to
foreign aperations. Enron recorded an increase of
appradimately 5% milliesa im OCI relakted te such hedgea in
2001. Enron alse holds a limiced number of derivative
instruments in its non-risk management businesses, which da
orT mesT the regulremente ol SFAS Mo, 133 for hedge
accounting, but provide Enron with an econaomic hedge of an
associacsd risk.

The maximem amounte of time over which cash £law SXEALLre
in forecasted traneacticns is hedged, excluding hedges of
varilable incerest rate risk on existing financial
inetrumenta, is approximately 20 years. Derivative conbtracts
are pntered into with counterparties wha are eguivalent To
inveatment grade. Accordingly, Enron does not anticipabe any
matberial lmpact to ite financial position or results of
operations as a result of nonperformance by the third
parties on derivative imatruments related o non-risk
management business activities.

B. RELATED PARTY TRANSACTIONS

puring the second guarter of 2001, Enron did not
resognize any matcrial revenuess or ilncome fram Lranaactiona
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with the limited partnerships discussed below. Additicnally,

the senior officer, who previously was the general partner of
these partnerships, asld all of hie financial interests as of
July 31, 2001, and ne longer has any managemsnt responsibilities
for these enkities. Accordingly, such partnerships are no lenger
related partliea to Enron,

A11 transactions with rchesse parensrshipa (the Parcnerships!
hawe been approved by Enron's aenior risk officers as well as
revliewed anAually by the Board of Directors. MHanagement beliewves
that the terms of the transacbicons were reasonable compared
te chope which could have been negotiated with unrelated
third parties.

Im the first quarter of 2001, Enron entersd into Eransack 1ons
with the Partnerships, now unrelated, to hedge certain
marchant lnwestmente and other asscts. A5 part of these
transactians, Enron has entersd iats agresments with
snptities forsed i 2000 (che Eacitiea), which included the
obligatlon to deliver 12 millicn shares of Enron common
stock inm March 2045 ith;_jgmnd;n:n;} and enkared Lnto
derivative instruments which eliminated che contingent
nature of existing restricted forward contracts executed in
2000. The Commitment and the shares tao be delivered under
che derivacive Llnatrumente are reacricted through March
2005, In axchange, Enron received nates receivable fram Ehe
Entities botaling approximately S827.6 million. In addition,
Enran enterad into ghare setbled costless collar
arrangements with the Entities on the 12 million sharea of
Enran comman stock. Such traneactleona will ke acepunced for
a5 eguity transactions when settled. Enron received a 45,5
million note receivable From bhe Enbities to terminace share-
gaetbled cptiona on 7.1 million ghares of Enron coomon stock.
The trandastiens resulced in nen-cash increases to non-
curr=nt assets and s=guity.

In the first half of 2001, Enron recognized net revenues
af approximazely $241.1 million dof whieh £5.0 mdllien
related o che seccnd guarter], primarily related teo the
change in the market value of derivatives instruments
entered into with the Entities in Z000 to hedge certain
werchant investments and cther assets. Eevenues recognized
an the derivative instruments affset market value changes of
certain merchant investments and price risk management
activities. In addition, Enrcn and the Enkbities Eermipnated
certain derivative instrumente (ariginally entered inte in
2090) with a combimed notional walue of approximately $727.2
willian. Earen received nobe recelvables from the BEntities
for approximabely §133.3 million related bto such
terminacicna. At June 30, 2001, cash in the Entities of £156
million was invested in Eanran demand notes. Enron recognized
263 million and %10 millien of interest income and interest
expange, regpectively, on notes receivable from and notes
Payablg to the Entities. In th= s=cond guarter of 2001,
Enron acquired investmeats from the Parcperships for
approximately 536.6 milliom.,

In the firest hall of 2001, Enven received approximacely
2241.8 millicn from Whitewing Assoeiates, LP (Whitewingl, an
unconsoclidated egquiey affiliace, related to securitizations.

Page 16 of 37
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In the second guarter of 20081, Enron acguired inveatments
from Whitewing for approximately 524.68 million, Mo gains
ware reccrded by BEnron in connection with these
transactions. Managemsnt believes that these transactiona
are reascnable compared o those which could have beoen
negotiated with third parties.

PARRT 1. FIMANCTAL THFORMATION - (Contlaued)

ITEM 3. MANARGEMENT'S DISCUSSION AND AMALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS
ENRON CORP. AND SUBSIDIARIES

RESULTE OF COPERATIONE

Sgcond Quarter 2041
v, Second Quarbter 24000

Tha fellewlng review of Enron's results of operations
should he read in conjunction with the Consalidated
Financial Statesenta,

RESULTSE GF CGPERATIONE

Congolidated Het Income

Enran's second gquarter 2001 net iacome was 5404 milliom
caompared bo 5282 million in the second quarter of 2000,
Enran's buginess is diwvided into five reporting segments
inmcluding:

Wholesale Services. Whaolesales Ssrvices includes Enren's
wholagale businesses around cthe world. Wholeaale Bervices
operates in developed markets such as MNorth America and
Europe, as well as developing or newly deregulating markeca
Lncluding South America and Japan.

Rerall Energy Services., Retall Energy Services (Energy
Services! is extending Enron's energy sxpertise and
capabilities to end-use retail customers in the industrial

and commercial busineas sectors to manage their energy
requiremanta and reduce thelr total ensrgy costs.

Broadband Services. Enron's broadband services business
iBroadband Services! provides customers with broadband
gervices, ineluding netwark servicesz intermediaticn and che
delivery of premium content.

Transportation and Distribution. Transportatlion and
Digtributicon consists of Enron Tranapnrta:;nn SBEVLCEE
(Transportaiclen Serviceal and Portland Qeneral [(PGE) .
Transportation Services includes Enron®s interstate natural
gas pipelines, pri=arily Morthern MNatural Gas Cospany
(Horthern) , Transwestern Pipeline Company [Tranaweabern) ,
Enron’s S0% iateresgt in Florlda Gas Transmission Company
IFlorida Qas] and Enrcn's intereses i Worchern Border
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Parcpers, L.®. and EOTT Energy Parcners, L.P. [EQTT.

forporate and Other. Corporate and Obher includes
Enran's investment in Azurix Corp. {Azurix), which provides
water and wastewater services, regults of BEnroen RenewabDle
Energy Corp., which developa and constructs wind-generaced
powar projects, and the operations of Enron's methanol and
MTEBE plants as well as overall corporabte astivitles of
Encan.

Hasic and diluted earnings per share of ocommon ptock were
ag Tollows:

Second Quarter

2001 2004
Ly i il
Basic earnings per ghare F0.51 S0.37
Diluted =marnings per share S0.45 S0 .34

Income Before Incerest, Minority Incerests and Income Taxes

The following table presents income {loss) befors
interest, minscivy intersscte and lacome teaxes (IBIT) for
each of Enrone reporting seoments (in millismnsl:

Second Juarter

2001 2000
L L s ] i
Wholesale Services 3 Bd2 5 41=
Fetail Energy Services 50 4E
Broadband Services [ (B
Trangportation and Distributicn:
Tramsportation Services 7 X
Partland Genaral 65 [
Corporate and Other (192 17T
Income befors interssk, minority
interests and Laxes 5 783 $ &0m

Wholesale S=rvices

Enron builds its wholesale businesses through the
creation of networks lovolving selectbive asset ownership,
contractual acoeae to thirvd-party assets and market-making
actiwitis=s. EBach marke: in which Whalesale Ssryices
operates utilizes these companents in a 2lightly different
manner and iz at a different acage of development. This
necwork acracegy hae enabled wholesale Services to establish
a leading position in its markeits. Kholesale Services®
acctivities are categorized inteo two business lines: (al
Commodity Sales and Services and [(b) Asageta and Investmentcse.
mevivicies may be integrated into a bundled product offering
for Enron's cusktomears.
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Wholesale Services manages ks portfalic of contracte and
agsers in order to maximize value, minimlze the asacciated
riska and provide sverall liguidity, In doing s, Wholasale
Eervices uses portfolic and risk management disciplines,
including offesetbing or hedglng Lransactlone, to manage
exposdures to market price movements (commodities, interest
rates, foreign currencies and egquities). ARdditicnally,
Whalesale Services manages its liguidity and exposure ko
third-party credit risk through menecization of its contbract
portfelic or third-party insurance Sontracts. Wholesale
Services aleo selle intereste in certain invescments and
other assets to improwe liguidity and owerall return, the
Liming of which ia dependent on market conditiona and
managemsnk's expectations of the investment's walue.

The following table reflecta IBIT for each of Wholesale
Bervicea' bupinesa lines (im millions):

Second Quarter

01 2000
8= o = 0>
Commodity Zales and Zervices 762 54240
Bgeets and Investments 114 55
Unallocaced expenses (94] [eadl

Inceme before intTerest, minority
inkerests And taxes L8002 2415

The following discussion analyzes Che contributlons Co
IBIT for each bupiness line.

Commodity Sales and Servicea. Wholesales Services
provides reliable commodity delivery and predictable pricing
to lts custocmere through forwards and other contracts,
Activity includes the purchase. sale, marketing and delivery
of natural gas, electricity, liguids and other cosmedicies,
ag well as the management of Wholesale Services' own
porcfolie of contracts. Contracts associated with this
activity are acoounted for using the cark-to-market sethod
af asesunting., Whaslesale Servicea® market-making aceivity
iz facilitated through a network of capabilities imcluding
salaskive ageet awnership Aceardingly, certaln aggeta
invalved in cthe delivery of chease aervices are lneluded in
this business (such as intrastate pnatural gas pipelinea, gae

etorage facilities and certain electric generakion assebs).

wWholesale Services markets, transporks and provides
anergy coamodlciss as reflecced in the following tabkle
(ineluding intercompany amountal s

Second QUAKTEE
2001 2004

=B S = o
Fhysical Volumes IBBEwe A (&)

Page 19 of 37
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[EEE-

Horth America 28,5614 22,438
Europe and Otcher T,290 1,593
2,904 26,031
Tranaport Yolumes 315 LR
Tobkal das Volumes 31,223 25,626
Crude 0il and Liguids 10,054 5,04E
Eleccricity (bl 31,500 15,4058
Total 4,777 45,730

Electricity volumes Marketed (Thousand Mwh] (<]
Horth America 21%,534B 124,08%
Europe and Other T2,704 12,512
Total 286,852 137,001
Financial Settlemants (Hotignall [(BBEtueSd) 258,443 182, 627

LN e

tal Billicn British thermal units sguivalent per day.

[+ Represents slectricity volumes, convarkad to
BEtue/Sd.

(] Thousand megawatk-hours.

Barnings from commadivy sales and services increased 53432
millicm in the eecond guarter of 2001 as compared to the
gams period im 2000, The guarter over guartfer increase was
primarily dus o increased sarnings from WHerth American and
Buropean powsr marke:ing and certain other marketing
operatione, partially offset by decreoased North American gas
markecing results. Profits from Horth fmarican [HOWe T
marketing operaticons, which increaped significantly,
included the sale of threes peaking powsr plants. With
inereased liguidity in the market, BOron Can now uses power
purchase contracts as an alternative to the peaking plants
te direcely supporkt contracte to asll power, Earnings fros
other wholesale marketing operaticns, including coal, steel
and forest products, also contributed to the earninge groweh
of BEnron's commadity sales and servicea busineess. Volumes
grawth, which increased 60 percent in the second quarter of
2001 as compared to the second quarter of 2000, and price
volatilicy in the power markets were bthe kKey contributors to
increased profite inm the power intermediation businesses.

hmgetz and Inveetments. Enron'se Wholesale businesses
maks investments in varisus anergy and cercaln related
assets as a park of ite network strategy. Wholesale
Services sither purchases the asset from a third party or
develops and constructs the asset. In swat casea, Wholesale
Bervices operates and manages such aggerceg,. Earningg
principally reault from operations of the assecs or sales of
awnerahip lotereasts,

Additionally, Whalesale Services invests in debt and
equity eecurities of energy-related businesses, which may
also urilize Wholesale Services' products and services.
With these merchant investments, Enron's influence is muach
more limited relative o apeets Enron develops or
congbructs. Earnings from these ackbivities, which are
accounted for an a fair value basis and are included im

Page 200 of 37
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revenues, result from changes in che markec walue of tThe
securities. Wholesale Services uses risk management
disciplines, including hedging transactions, o manage the
impact of markek price movemsnts on its merchant
Lavegtments .

Earnings from assets and investmenkts increased 379
million in che eecond guarter =f 2001 as compared te the
samz pericd in 2400 as a result of increased waluations of
Whalesale Spryvices' merchant investmente, sales of Lnterestcs
in international energy asscts and improved results from
international azsek operatisns.

Unallocated Expenses. HNet unallocated expenses such as
aygtens expendes and performance-related coELE 1ncreased in
2001 due to increased proficabilicy and the growth of
Whalesale Services' businesses.

Fotail Energy Services

Energy Services sells ar manages the delivery af mabtural
gae, @lectrvicicy, liguids and sther commodities bo
industrial and commercial customers lacated in Barth Aswrica
and Europe. Energy Services algo providea full energy
management services, This integrated product includes the
management af commadity delivery, energy informaticon and
energy aeaecs, and price risk management activicies.

ZSignificant componesnts of Energy Services' resulbs are as
followa {in millicnal :

Smcond Juarter
2001 2000 (&)

LB Tiw L)
Revenuess 3557 2420
Cost of sales i24d 285
OCperating EdpEnsss 1&8a a3
Cepreciation and amortization 10 B
BEquity lLaosses i13)] (1B
Ceher, nst 22 0

Income before interest, minecricy

interests and taxes 5 &0 5 4B
= Fil=

{a) Amounts for the s=cond gquarter of 2000 have been

restated, See Note & to the Consolidated Finmancial
StaceEments.

Bevenues and gross margin increased 5137 millicon and 5104
million, respectively, in the second guarter af 2001
compared to the second guarter of 2000, primarily as a
regult of leong-term energy contracts originated in 2001 and
the growth of Energy Services' Buropean operations,
dperatimng =expenges lncreaged primarily as a result of higher
employes-related costs.  EBguity lesses far bath periods
reflect Energy Serviceg' portion of losses of The Hew Power
Company. @ther, net in both the second guarter of 2001 and
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2000 consisted primarily of gains associated with
seruritizatians related ta The Hew Power Company .

Broadband Sarvices

Enron is extending its market-making and risk managemsnt
skille te develsp the network services intermediation businesa
that allows custaomers to manage unexpected fluctuation in the
price, =supply and demand of network-related reguirementa, including
bandwidth and storage. The Enron Intelligent Hetwork (the EIN], a
nationwide fiber optic network, which connects 3% pooling poinks in
Worth America, Eurspe and Japan, provides the infrastructure
for Broadband Serviges® products. The EIN also gives Enron a bandwidbh-
on-demand platform chat alleows che delivery of high-
bandwidth media-rich content. Broadband Services sells
interests in certain investments and other assets bo improwve
liguidity and everall retura, the elming of which ia

dependent on market condiciconse and management's expectaticons
aof the investmant's wvalwe.

Enran L8 significancly modifying the cost structure of
Broadband Services to correspond to slower smarket develspment
and the assoclated lower revenus ocutlook. Enron will focus
on the intermediation business while providing content and
network services in a cost elfective manner. Enron expecta
legsea te continue throegh at leaac 2001 in the Broadband
BEervices segment. Future proficabilicy is dependent on the
recavery af the broadband and communications sectars.

Significant camponents of Broadband Services' resgults are
as followe (in =illions)

Sepond Quartar

2001 20400
O Ll ) Al
Groge marglin =5 | &} 3 74
Operating expenees {including depreciationt 3 85
other, net [3} 1
Logg before interest, minority intereats
and taxes Si102] 5 (3]

Gross margin decreased 82 million in the second guarter
of 2001 compared to the second guarter of 2000. Weak market
conditiones in the broadband and cesmunicationa sectors negabively
impaceed the 2001 gross margin., Second gquarter 2000 gross margln
ineluded sarnings from sales of sxcess dark fiber. Jperating
expenaes (lncluding depreclacicon) increased as a reault of
dep:c:jn:iﬂn an fiber-optic related egquipment placed intas service
in late 2000, General and administrative exps=nsea in the second
guarter af 2001 were comparable to Che prior peTicd.

Transportation and Distribucian
Trangportarion Bervices. The following table summarizées

tobkal velumes transported for each of Enron'a interstate
nabural a8 plpelinea,
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Secand Quarcer

2001 2000

CE P S
Total Volumes Transporced (BBtu/d: (&b

Harchern Hatural Gas 2,508 3,237

Tranewestern Pipeline 1,871 1,606

FPlorida Gas Transmisgsion 1,574 1,591

Harthern Barder Pipeline 2,301 2,425
s FN=

lal Billion British thermal unice per day., Reflecta
1008 of sach entity's throuwghput wolumes, Florida Oas
and Horthern Border Pipeline ars uncsnsclidated equilby
affiliates.

gignitficant components of IBIT are a8 follows (in
millicns) :

Becond Quartor

2001 2004
o E bt <O
HetT Eevenues £121 5148
Opearating expaises 54 T
epreciation and amortization 17 17
Egquity in =arnings 16 1d
Sther, net 11 12
Income before interest and taxes £ 97 5 77

Rewenues, net of cost of sales [(net revenues] of
Transportation Services decreased 527 millicn in the second
guarter of 2001 as compared to the gecond quarcer of 2000
primarily due to lower sales of gas storage inventory by
Horthern, partially offset by increased storage revenuss
recelved by Worthern and increased revenues generated by
Transwestern from transportation and cperational gas sales.
Oparating BExpenses decreased 532 million primarily as a
result of decreased overhead costs and the timing of other
plpeline pxpenses. Equity in earnings increased S6 million
inm Ehe second quarter «f 2001 ae compared o the same pericd
in 2000 primarily dus to improved cperating results from
EQTT and Florida Gas.

Fortland Seneral. Statlstics for PIE for the second
gquarter of 2001 and 2000 are as follows;

Second Juarter

2001 2000
g Efad o>
Eleeericlty Zalea (Thousand MWh)
Fesidential 1, 548 1,440
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Cammercial 1, 74E 1,769
Industrial 1,139 1,235
Total Eetail 4,473 4,484
Wholesale 3,045 3,309
Total Electricity Salea 7,507 9,393
Average Billed Revenue {centa per kKwWh) 10,95 4.51
Resource Hix
Coal 12% T%
Combustion Turbine 17 &
Hydra T T
Total Generation 36 Zh
Firm Purchamges SE T4
Secondary Purchases & &
Total REepources 1004 100%
Average Variable Power Cosb [Millsa/ kWh) (a) El.E 26.9
Retsil Customers (end of period, thousands) T30 T26
cFH=

lal Mille (1,10 cent] per kilowate-hour.

Significant components of IBIT are as follews (in
millicna} :

Lepond Quarksr

2001 2000

L3 El e} of O
Eevenues 5831 5431
Purchased powsr and fuel 624 2E2
dperating axpanses = TE
Depreciacion and amortizatcion 55 &5
dthe=r,  net r ]
Income before intereat and Taxes 2 65 % 62

Rewvenues, nat of purchased power and fusl coste,
increased 528 million in the second gquarter of 2001 as
compared to the second guarter of 2000, The increase was
due to higher profits from wholesale powser sales, partially
af feer by incressed power costs reselting from gepercsl
market cenditicns, including lower hydroelectric generation,
Operating ex<penees increaped primarily ae a result of higher
maintenanse costs and increased regulatory and overhead
expenses. Depreclation and amertization increased in 2001
primarily ag a result of increaged regulatory amortizatlon.

Corporate and OCher

Zorporate and Other realized a loss before interest,
I:I:I.il.‘lﬂl:'it'y' interegts and taxes of £10% millien in the second
quarter of 2001 while reporting IBIT of 17 million in the
second guarter of 2000 Second guarter 2001 results include
higher unallocated corporate-wide sxpenses and decreased
esarnings from non-core businesses, including Azurl:x,

Page 24 of 37

hitp: 1k wizard ecbn.com/liling phpTrepo=tenk &ipage=1475107&doc=1 &total=1 3&TK=EM.. 117201

Q0200000000822



[OK Wizard - SEC flings Page 25 of 37

Interest and Related Chargea, net

Imterest and related charges, net, is reporcted net of
imrerest capitalized of 9 million and 513 million for che
pecond guarter of 2001 and 2000, respectively. Net expense
increased 519 millias in ehe sacand quareer of 2001 ae

compared o che same pericd of 2000, primarily due to
increaced debt Levels.

M1 I.‘Iﬂr:i.l'_':.l' Int@aragea

Minority interests decreased 5% million to 530 millicn in
the second guarter af 2001 compared to the same pericd in
2000, primarily due to lower earnings from Soutbh American
operations and the impact of lower interest rakes on certaln
majarity-awied limired partneraships.

[ncome Tax Experse

Income taxes increased during the second gquarter of 2001
as compared to the second guarter of 2000 primarily as a
reault of increased pretax earnings. The projected
effective tax rate for 2001 is lower than the statutory rate
mainly due to =guity sarnings, fareign tax rate differencial
and differsnces between the book and cax basis of certain
agaeta and stock sales.

FRESULTS OF OFERATIOHS
Six Months Ended June 30, Z001
ve. Six Months Ended June 30, 2000
RESULTS 0OF OPFERATIONS
Congalidaced Het Income
Enran reported nel facome of 810 million fexcluding a
gain of 1% million related co cthe cumulative effect of
accounting changes! for the first six months of 2001

compared to 5627 million during Lhe same perlod in 2000,

Basie and diluted earaings per share of common stock were
ag follows;

Siy Menche Ended

June o,
2001 2000
i L il L i
Basic earnings per share:
Befores cumulative =ffect af accounting
changes £1.02 50.84
Cumulative sffect of accounting changes .02 -
Reparted basic =arnings per ahare £1.04 53.B9
Dilukbesd =arnings per share:
Before cumulative effect of accounting
changes a0 .92 50.73
Cumulabive effect of accounting changes 0.0z -
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Feported diluted sarnings per share £3.94 0,73

Incoeme Before Intereet, Minority Interssts and Inmcome Taxes
The following table presents IBIT far each of Enron's
reporting segmente {im millions}:

S5ix Months Ended
Jure 30,

2001 2000
LA - L= 4 -]
Kholesale Services 51,857 % 844
Retail Energy Services 1ao 5
Broadband Services 1137} [E}
Transportation and Distribution
Transportation Services Z10 205
Portland General 125 187
Corporate and Other |2&T) 12Tk
Inceme befors interest, minsricy
interests and caxes 51, 54E 51,2313

Kholesale Services
The following table reflasts IBIT far each of Wholesalse
Services' buainesp lines (in millionsl s

Six Hontha Ended

June 30,

2641 2446

<= =T= ="
Commadity Bales and Services 51, B4AT 5 ETE
feaeta amd Inveacmenta 1%3 275
Unallocated expenses RE-E (1oF)

Trnceme before interest, minoszicy

interests and caxes 51,857 5 244

The following disgussion analyzes the contributions to
IBIT for =ach of the businéss lines.

Commadicy Sales and Servieces. Wholesale Services markets,

craneports and provides energy commodities as reflected in
the followimng table lincluding intercompany AmMOURTE) ;

2ix Montha Ended

Juns 30,
2001 2000
B 2o £ -4
Physical Volumes [(BEEtue/d) (a)
Gag:
Horth America 26,430 21,523
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Europe and Other 7,391 3,031
34,421 24,554

Transpnrt Valumes 4132 526
Total Gas Volumes 34,833 25,080
Crude 01l and Liquids B, 454 5,591
Eiﬂntrinitylh: 2B,&67T7T 132,613
Toeal TL,964 dd , 204

Electricity Wolumes Marketed [(Thousand MWh) (o]

Horth America 410,012 226,933
Europe and Other 105,042 20,758
Tobal 519,054 247,746
Financial Settlements (Wotional) {BBouwe d} 280,447 147,247
o FH
{a) Billion British thermal unite equivalent per day.
[kl Represents esleckricity volumes, converted Ea
BErCue/d.

(gl Thowsand megawatbt-houre.

Earninga from commodity sales and services increased 5871
million in the first half of 2001 as compared to the same
period in 2000. The increase was primacily due Lo
significantly higher earnings from Narth american pawer
marketing operations and increased earnings fram Horth
American gae marketing and European power marketiog,

PFrofits from Harth American power marketing operations
ineluded the sale of [ive peaking power plants. EBarnings
from other wholesale marketing operaticna, including coal,
steel, weather and forest products. also contributed to the
earninge growth of Enron's commodity sales and services
business, Volumas growth, which lnoreased 63 pearcent inm the
Eirst half of 2001 as compared to the first half of 2004,
and price valatility in both Ehe power and gas markets were
the key contributors to increased profits in the power and
gan 1atermediation businesses.

Asseks and Iovestments. EBarnings from assets and
investmente decreased $62 milllon in the second guarter of
2091 as compared to the same period im 2000 primarily as a
result of a decrease in the value of Fholesale Services®
merchant imreegtments. Earn1ngs from internmational aseet
operations were comparable to 2000 lewvels,

Unallocated Expenses. Hekb ucpnallocated expenses such as
ayacems expensed and performance-related costs increased in
20301 dus to increased profitability and the growth of
Hholegale Services' businesses.

Fetail Energy Services
Significant componente of Energy Services' results are as
Followa {in milliomal

1= months Ended
Jume 30,
2001 2300 (a)
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B LA e LA ik ]
Bevenues 1,250 734
Cast of sales E2a 524
Cperating expenses 13z 169
Depreciation and amortization 19 17
Egquity loss 28] [ ]
COLher, net 52 =1
Income before interssc, mincricy

intereats and caxes 3 1400 5 52

=FH=

[ay Bmeants for 2000 have been restated.  See Mote B Ba
che Coneclidaced Financial Scatements.

Revenues and gross margin increased 5516 million and 52322
millian, respectively, in the first half of 2001 compared to
the firet half of 2000, primarily as a result of long-term
pnergy contracts ariginated in 2001 and the growth of Energy
Services' European operations. Jperabting expenses increased
primarily a3 a result of higher emploves-related coste.
Equity losses for both pericds reflect Energy Services'
portion of losses of The Hew Power Company. Other, net in
2001 and Zno0 coneipted primarily of gaine associated with
securitizaticons related to The Hew Powsr Company.

Broadband Services

Hix Months Endsd

June 30,
2007 2000
= = =] =]
Gross margin 5 4B o177
gperating expenses {including depreciatlond 185 137
dther, net - =
loas before interest, minority
interests and Caxes £{137h £ {B}

Gross margln decreased 579 million in the firat half of
2001 pompared to the same pericd of 2000. HWeak market
conditions in th= broadband and communications sectors negatively
impacred the 2001 gross margin., Groass margin far 2001 lpelueded
the realized appreciation associated with a portion of Envon's
broadband content delivery platform while gross margin for the

firet half of 2000 primarily reflecta earninga from eales of
adceay dark [iber and an lncreass in bhe markek walue of

Broadband Services' merchant Lavestmenta. Operating
expensaes increased due to higher employes-related costs and
depreciation on fiber-optic related equipsent placed inks
seryice in lake Z000.

Transportation and Distribution
Transportation Servicea. The following table summarizes

total velumes transported for #ach of Enron's interetate
natural gas pipelinea
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2= Months Ended

June 34,
2001 2000

0= Wil lm oo e ]
Toral Volumes Traneported [(BREru/d) al

Horchern Hatural Gae 3,327 3,651

Transwestern Pipeline 1,BL% 1,E84

Florida Gaz Transmiesion 1,404 1,571

Horthern Border Pipeline 2,388 2,447
cFH =

fal Billion British thermal units per day. Beflects
100% of =ach entiky's throughput volumes, Florida Gas
and Horchern Border Plipeline are uncomsolidated equity
affiliates.

Eignificant components of IBIT are ag follows (in
millienal :

Six Menths Ended

June 33,

2401 2000

o < O
Met revenuss 364 5349
Operating expenses 161 141
Deprecliatclon and amortization 34 £k
Equity in sarnings ig L7
Other, nsat 11 13
Tneome bhefare inkerest and taxes 214 5205

Revenues, nekt of cost of sales |net revenues) of
Transportation Servieces increasged 515 million in che firsc
half of 2001 as compared to the first half of 2000 primarily
due to increased revenu=s gen=rated by Transwestern from
Eransporcation and operational geas sales and increased
starage revepues received by Horthern, partially affeet by
lower sales of gas storage inventory by Horthern. Sperating
Expenses increased 520 million primarily as a result of
higher gas pricea and other coata associated with the
volumes transported by Transwestern and other pipeline
expenges. Egquibty bn earnipgs increaged 513 million in the
firet half of 2001 as compared to the same period in 2000
primarily due to improved cperatbing results fram EOTT and
Florida Bas.

Portland General. Statistics for PGE Tor the firat halt
of 2001 and 2000 are as followe:

Six Monthe Ended

Page 29 of 37
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June 3¢,
2001 20040
ZhR = o= <= i
Electricity Sales [(Thousand twhl (al
Reaidential 1,714 3, B41
Commercial 3, RO5 3,641
industrial 2,333 2,504
Total Re=tail S, B8Y 4,808
Aholeaale 5,774 o, 180
Total Electricity Sales 1%, 437 1%, 098
Byerage Billed Rewvenues (cents per kWh) 10.22 4.25
Resource Mix
Coal 1d % 10%
Combuatlon Turbine 17 a
Hydro G a
Total Generaktion 37 26
Flrm Purchaaeg 56 63
Secondary Purchases 7 &
Total Regcurces 130k 100%
Average Yariable Power Cost Mille/xWh) (B} 7.6 z3.8
Fetail Customers [=nd of pericd, thousands) Taa0 T28

< FH =
ftal Thousand megawath-hours.
(bl HMills [1/10 cent] per kilowatt-hour.

Eignificant components of IBIT are as follows {in
millignal :

1% Monthe Ended

Juma 3q,

2001 Z2Dhao

<8 Pkt E ek
Eervenues 51,553 SE2B
Purchased power and fusl 1,208 a454
Operating expenses 161 154
Depreciation and amortization 105 3z
SOrher, nat - 19
Tncame before interest and taxes £ 115 5187

Revenues, net of purchased power and fuel costs,
increased 518 million in the first six monbths of 2001 as
czompared bto bLhe sase period of Z000, The increase was due
Lo higher wholepale power sales, partially offset by
increased power costs resulting from general market
condieione, including lower hydroelectric generation and
higher gas prices. Operating expenses increassed primarcily
ms & result of higher saintenance costs and increased
regulatory expenses. bepreciation and amortlzaclen insresased
in 2001 primarily ap a result of inereased regulatory

Page 30 of 37
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amortizatiom. Obher, net im 2000 was favorably Iimpacted by
certain regulatory evenkbs.

Corparate and Other

Corporate and Other realized a less before interest,
minerity interests and caxes of 5267 million in the firskt
six months of 2001 compared to A loss of 527 million in The
First msix =montha af 2000, The 2001 regulte include higher
unallocated corporate-wide expenses and desreased sarnings
from non-core businesses, including Bzurix.

Interest and Related Charges, nak

Intereat and related charges, net, ie reported net af
interest capitalized of £24 million and 526 million for the
Eipst hBalf af 2001 and 2040, reapeccively. Het expenas
increased 55% million in the first half of 2001 as compars=d
to the same pericd of 20046, primarily dus bo increased debt
lavals,

Income Tax Expense

Tncome taxes increased during the first half of 2001 as
compated to the first half of Z0600 primarily as a result of
increagad pretas E&Eﬂiﬂgﬂ. The pra]ec:ed effectlyve Lax rate
for 2031 iz lower than the stabutory rate mainly due to
equiky sarnings, foreign tax rate differential and
differences becween the book and tax basia of certain aEsets
and atock sales,

Baren recarded bax beneflta in shareholders' eqguity
related to gtock cptiona exercieed by emplovess of
approcimately 5182 million im the first half of 2001,

CUMULATIVE EFFECT OF ACCOUNTING CHANIES

on Januwary 1, 2001, Envon recegnized an afber-tax non-
cash gain of 519 million in =arnings and deferred an afber-
tax non-cash gaim of $25 millionm in "Acowmilabed Other
Comprehensive Income,® a component of shareholders! esguity
and reclassified 5377 million fros "Long-Term Debc® to
"Srher Liabiliciea® to reflect the initial adoption of
Ztatement of Financial Accounting Standard Ho. 133,
“Accounting for Derivative Instrusents and Hedging
Betivities® (3FAS Mo. 133), 3FARI Mo. 133 must be applied to
all derivative instruments and reguires that such
insbruments be recorded in the balance sheet either as an
asset or a liability measured at its fair walue through
earninga, with special accounting permitted for certain
gualifving hedges.

HEW ACCOUNTING PRONOUNCEMERTS

In July 2001, the Financial Bcocounting Standards Board
(FAEE] issued Statement of Financial hﬂﬂﬂuﬂLing Standard
IEFAS) Mo, 142, "Goodwill and ocher Intangible Assecs. "
EFAS Ho. 142, which must b= applied to fiscal years
beginning after Decembsar 15, 2001, medifies the ascounting
and reparting of goodwill and intangible agssats,

The pronouncem=nt regquires enticies to disecntinue the
amortization of goodwill, realleocate all existing goodwill
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among its reporting segmeants based on criteria set by SFRE
B, 142 and perform initial ifmpalirsent vests by applying a
fair-value-based analyels on the goodwill in each reporbing
sogment . any impairment at the initial adoption date shall
he recagnized as the effect of a changs in ascounting
principle. Subseguent to the inltial adoption, goodwill
ghall be tested for impairment annually ar more freguently
if circumstances indicate a possible Iimpaicsenk,

Under SFRS Mo, 142, enkities are required to determins
Lhe yseful 1ife of ather Llatangible assecs and amocrtize the
value over the useful life. If the useful life is determined
to be indefinite no amartization will be recorded. For
Intanglble aseete recognized prior to the adopticon of SFAS
Ho. 142, the usefuwl life should be reassessed. Other
intangible assekbs are reguired bBo be btegted for impalrment
in a manner similar to goodwill. At June 30, 2001, Enron's
gocdwill related to consclidated entities was approximately 5305
billion. Estimated annuwal amarkblzatisn of such goodwill is
approximately 5100 milllon., Enron ia in the process of esvaluating
the application of 5FAS Ko, 142.

FINANDCIAL CONDITION

Cash Flows

Six Montcha EBnded

June T,
I Milliaons] 2071 2000
5 SRS B =41
Casgh provided by (uped in):
Cperating activities:
perating activicies excluding
net margin deposit astivigy £ 1,30% 5 [(197]
HNet margin deposit activitby [2,342) [A8O]
Dperating activities SU1,337F % (547)
Investing activities 501,161F &{2,.2%4]
Financing ackivities 1,871 3,231

Cash uged in operatimg actiwvitier totaled 51,337 millicn
in the first half of 2001 as compared te %547 =illiocn in the
gams pericd last vear. Cash used in opemrating ackivities in
the first half of 2001 reflects cash provided by operations
and price riak management activities, offeet by net cash
uged related to margin deposit activicy., EBxcluding net
margin deposit activity, cash provided by cperating activity
wag 51,005 million. Enron received signlficant cash depoalts
ag credit collazeral during che fourth guarter of 2000 resulting
trom volacilicy inm the power and gas markets. During the firse
six months of 2401, net deposits of $2,342 million were returned
as vwalacilitcy ln the commodity prices have declined. Net cash
uped in operating activities in the first half of 2000 primavily
reflacts net cash used Ln asqulring merchant assecs and investments
and working capital requirements. Management anticipates cash [rom
cperating activities in the sesond halfl of 2001 to be positively
ilmpacted by reduced working capital reguirements and averall

Page 32 of 37
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operating astivikies.

Cagh wsed in investing activities teotaled 51,161 milliomn
in the first six months of 2001 as compared ea 52, 264
million in the same period of 2000, Cash used in Che firet
alx months of 2001 reflects investments in unconsolidated egquity
affiliates and capital expenditures. Investmentie in
unsonsslidaced equicy affiliacea in 2001 dinclude the
acquisition of a company whose assets include a newspring
mill and related assets, a powsr gensrabion related ek iy
and the purchase =of all puklicly traded shares of Arurix
Corp. Capital expenditures in 2000 related o Wholeaale
Services' anargy network,

Cash provided by Firancing activitles totaled 51, %72
million in che firet half of 2001 aa compared to £3,231
million during the same pericd of 2008. The first half of
2001 includes the net issuances of shork- and long-ters debt
of 2,251, partcially offeec by payments of dividends.

EBaren ig able o fund ire normal working capital
requiremente mainly through operaticns v, when necessary,
through the uwtilization of credit facilities and ifcve abllity
te aell commerclal paper and accounte receivable. Enron has
claggified as short term, approximately £1.25 billian af
notes payable that is eonavertible at the option of the
nmotehalder fata Baren Corp common stock Proceads, the
amount which is based on the market price of Enran conmsan
stack for any conversion, may be paild either im cash or in
Enron common stock, depending on Enron's stock prics ak the
date of conversion. Based on current condiclens, management
does nob antielpake any of the notea to be converted,

CAPITALIZATION

Total capitalization at Junme 30, 2001 was 427.49
bBillian. Debt as a percentage of total caplcalization
increased To 46,0% at June 30, 2001 A% compared to 44.3% at
December 31, Z000. The incre=ass in kthe rakic reflects
increased debt levels, including the lgesuance in Januwary
2001 of $1.25 billion of notes payable and increased n=t
short-term borrowings in 2001, apnd the impact of the
decline in wvalus of cercain forelgn currencies, partially
offaet by earnings.

FIHANCTAL RISE MANAGEMENT

Enron Wholesale's business offers price risk management
gervices primarily related bo commoditiss associsted with
the cnergy sector ‘matwral gas, slectricity, crude ail and
natural gas liguids). Broadband Services alao offers price
risk managemsat services to its customars, Enron's other
bugineepase alsc enker into forwards, swaps and athar
contrasts primarily for the purpose of hedging the impact of
markaer Flusrupations on asects, lLiabilities, production and
ather gontractual commitments. Earas cellizeas walue at risk
measures that assume a one-day holding peried and a 35%
confidence lewel. For a complets discusslon of the tcypes of
financial risk management products waed by Enron, the types
of market riaks asscciated with Enron's porciolio of
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Eransactions, atd the methads uwsed by Earsn Eo sanage marker
viake, eee Enron'e Annual Report on Form 10-KE for the year
ended December 31, 2000.

Enron's walue at rlsk for trading commodity price risk
increased ko 57% million ak June 34, 2001 as cocpared to 5446
milllon at December 31, 2000, Thie increase i attributable
ta increased price walatility both in the gas and power
markets combined wikth increased actlivity inm antlcipation of
che DEﬂk gummer seagdn.

Enron's wvalue at risk [for trading equity declined 511
million in the firat aix monthe of 2001 primarily as a
result of sales of merchant investments and decr=as=d
waolability.

In addition, wvalue at risk for non-trading inters=st rate
risk incressed by 511 million in the firac alx moncha of
2001, This increase is & result of concracts to hedge
interest rate risks assaciated with Yen-dencsinated nobes
igsued by Enron during the second gquarter of 2001,

IHFORMATION REGARREDING FORWARD-LOOEING STATEMENTS

This Heport and the Form 10-K incluoude forward-looking
gtatements within the meaning of Sectionm 274 of the
Securities Act of 1933 and Section Z1E of the Securities
Exchangs Act of 1934. All scatements other than statements
of hiacorical facts contained in these documencs are forward-
lopking statements. Forward-looking statements include, but
are pob 1imicead Lo, statemantsg relating Lo edpanalon
cpportunicies for cthe Transportation Services, extension of
Enron's businsss modsl Eo new markebs and industries, desand
by Ehe marke: for broadband secviceg and hlgh Bamdwidch
applicationa, transagtion wolumes in the W.5. powsr market,
commencement of comercial operations of new power plants
and pipeline projects, completion of the sale of certain
asgsgets and growth in the demand for retail energy
outsourcing solutions.  When used in this document, Ehe
words ‘aptlecipate,.” "kelieve," “"satlmate,” “expects,”
"intend, " "may." "praject,” "plan,® "should® and similar
eipregslions are Lntended bo be among the etatemante thatc
identify forward-looking statements. Although Enron
believeas bhat its expectabtions reflected in thesse forward-

looking astatements are bhased an reascnable assumptions, such
gtatementa invalve rvilaks and uncercainties and no assurancoe
can be given that actual results will be consistent with

these forward-leoking statements. Impartasnt fastors thak
could cauee actual resulte to differ materially from theose
in the forward-looking statements herein 10clude suscass in
marketing natural gas and power to wholesale customers; the
ability af Enran to perebrate new retall natural gas and
eleccricity markets [including energy ocutsourcing sarkets)
in the Uniked States and foreign jurlasdictions; development
of Enron'a broadband network and customer demand for
intermediasion and content services; the timing, extent and
marker effepcts of deregulation of energy markets in the
United States, including the current energy market
conditions in Californla, and in foreign jurisdictions;
ather requlatoary developments in the United States and in
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foreign countries, including tax legislation and
regqulakions; political develospments in [orelign countrles;
che extent of efforte by governmente to privatize natural
gas and electric utilities and octher industries; the timing
and extent of chamges fin comsodity prices [or crude oll,
natural gas, electricity, foreign currency and interest
raveg; the extent of guccess in acquiring oil and gae
properties and in discovering, developing, producing and
marketing reserves; the timing and success of Enron's
=ffarts to develop international power, pipeline and other
Infraptructure projecte; the effectlvences of Enron's risk
managemant activities; the ability of counterparties to
financial risk managensnt instruments and other contracts
with Enron to meset their finangial commitments to Enron; and
Enron’s ahility to access the capital markets and eguity
markers during che periods ecovered by the forward-locking
statemencs, which will depend on general market conditions
and Bpron's ability to maintain the eredit racvings [ar Lte
uneecured aeniocr long-term debt obligationa.

BART IT. OTHER INFORMATICH
ENREON CORP. AND SUBSIDIARIES

ITEM 1. Legal Procecdings

Sae Fart I. Item 1, Mote 3 to Consslidated Financial
Sratements entitled "Litigacien and Other Conktingencles,®
which ia incorporated herein by reference,

ITEM 4. Submission of Matters £4 a Vote Sf Security Holders

The Annual Meeting of Shareholders of Enron Corp. was
held on May 1, 2001 in Houstan, Texas, far the purposes of
c¢lecting a board of directors; approving a proposcd
amendment to Enron"s Amsnded and Restated Articles of
lncorporaclon To increage the Total number of auchorized
shares of Common Stock fram 1,208, 000,000 ta 2,400,004, 0040,
copbingent upon certalin conditions; approving CLhe Amended
and Restated Enron Corp, 1531 Stock Plan (as amended and
restaced effective May 1, 2001}; she appointment of auvditors
and wotlng on certaln shareholder propoaala depcribed below,
Proxies for the meeating were solicited pursuank bBa Section
14{al of the Securities Exchamge Act of 1934 and Lhere wag
noe 8clicitacion in oppositien co management's nomincss.

lal &ll of managementc's nominees for directors as lisced im
the proxy statement were 2lected with the fallawing wote:

Homines Shares FOR Shares WITHHELD
=28 = | o T3
Eobert A, Belfer 53%,538,731 &, 582,505
Morman F. Blaks=, Jr. 640,117,095 6,204,145
Bonnae O, Chani 544,486,640 100, 034,600
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Johnn H. Duncan 615, 626,843 6,854,597
Wendy L. Gramm 531,721,678 14,755 251
Eohert E. Jasdickes 8315 T&7,E51 &, 7TEL EAS
Fenneth L, Lay 40,098,009 6,423,231
CTharles &, LoMaisbre 538,414, DAE ToLDS, 154
Johst Mendeslasahn G159 B44, 439 6,676, BQL
Faulos V. Ferraz Pereira a40, 071, BO4d &, 4%, 438
Frank Zavage 19 970,208 &,.55]1, 032
Jeffrey K. Skilling 40,118, B85 &, 402,355
John Wakenam 533,943,112 12,573,128
Herbert 5. Winockur, Jr. a4, 043, 5335 & 477,301

(bl The proposal, centingent upon Enron declaring a atock
aplic of ar least Z-foar-1 on or before May 1, 2003, to amend
Envon's Amended and Restated Articles of Incorporation co
increase the tobtal nuober of authorized shares of Common
Stack froem 1,200,000,000 to Z2,400,040,000 was approwved by
the Fallawing wote:

Shares FOR Shares AGLINET Shares ABSTATNING
B34, 485,158 9,385, 8596 1,680,186

izl  The Amended and Restated Enron Corp. 159%1 Stock Plan
tas amended and restated effective May 1, 2001) was approved
oy the faollowing vates

Sharea FOR Sharee RGRINST Shares ASETRINING
572, 210,613 68,211,544 E.358 983

id!  The appolptment of Arthur Andersen LLF as independent
auditor was approved by the following vobe:

Shares FUOR Shares AGRINST Sghares ABSTAINING
B35, 400,879 1,881,574 1,450, 302

tel The vores cast for the proposals from Brent
Blackweld=r, Dianne Burzham, Hildegards Hannum, and Eleanor
MacCracken [collectively, "Frienda of the Barth"l; Feneral
Board of Pension and Health Benefits of The United Methodist

Chureh; Salidags Poundation; Agape Foundation; and Domind
Social Tnvestments wers ag fol lows:

Shares FOR Shares AGARINST Shares ABSTATHING
33, 578, 323 457,230,798 39,138 G548
ITEM 6. Exhibits and Reports on Form B-E
tal Exhibirs.
Exhibit 12 Caomputaticon of Ratiso of Earnlnge to Fixed Charges

[t} PReports on Form 8-K

Hone .

SIGHATURES

Page 36 of 37
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Pursuant ko the requirements af the Securities BExchandge
mee of 1934, kthe Reglaerant has duly cauped this report to
e pigned on its behalf by the undersigned thersunte duly
authorized.

ENRDH LOIRF.
(Regiatrant)

AaTeE: Auguac 14, 2001 Ev: BICHAED A. CRAUSEY
BEichard A. Causey
Executive Vice President and Chief
Accounting OEfiger
(Principal mccounting Qfficer)

Porpured by

(T o wizarp
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=DCCUMENT =
<TYPE=4/R
«EEQUEHCE=1

<FILENAME=n91233aeda. tut
<DESCRIFTION=ENRON CORF. FOR EOTT ENERGY PARTHERS, L.P.

<TEXT=

<PRGE=

PORM 4/& OME APFROVAL

[ ] CHECHE THIE BOX 1P HNOD OME Mumber = 1Z35=-02E7T
LOMGER SUBJECT TO Eupires: Decesmber 31, 2001
SECTION 1s. FORM 4 Estimaced average burden
CR PIREM & OBLIGATIONS haurs per response. ... 0.5

MAY CONTIMUE. SEE e
IHETRUCTION 1(bh).

UNITED STATES SECURITIES AHD EXCHARGE COMMISZSION
WAEHIMGTON, D.C. 2054%

STATEMENT OF CHRHGES 1IN BEMEFICIAL OWHERSHIFE
Filed pursuant to S=cticn l1é6{a)l of the Sscurities Exchange Ack of 1924,

Section 17 (ab of the Public Ucility Holding Company Act of 1315
or EZection 30(f] of the Investment Company Act of 1540

«Table:n
=8 <l P las il
[(Frint or Type Responsas]
1. WHame and hAddress of Reparting Pecsan® 2. Issuer Hame and Ticker or Trading
Enron Corp. EOTT Energy Partners, L.P. (HYSE:
[ Caask ) (PirskE) [Middle] 3. IES Identificaticn 4., Statoms
Humber of Reporting Menbh, Y
1400 Hmith Strest Parson, if an entity Bephesh
- e e e [vnluntnry] __________
SETeRk) 5. If Aman
Hovsabon Tx TFI0E-T3ET 4 T-0255140 Dace of
----------------------------- R IManth)
(cizy) {State] (Eipl

e E .- TR T TR N rFA Y AN R NSRS S RS SRR EERE S e e e e e —————

TEBELE [ -- HOMN-DERIVATIVE SECURITIES

1. Title of Sacuricy 2. Transe 3. Trangac- 4. Securities peguired (&) 5
[Inaktr. 3 actiom tian or Dispeosed of (D
Date Code (Instr. 3, 4 and %)
(Inskty, B)
{MonthS
Day! = == e e e -
Yeark Code W Amount (AP er Frice
[
hitp=/fwww sec gov/ Archives/edgar/data’1 02440100009501 2001 503589/h0123 3aeda txi 10730701
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Coemen Units {1} Bfanfnl g2} 1,276,483 D (3]
Subordinated Units (4} ajaa 01 (2} 6,999,300 D (1)
APLS |5 2/28,/01 5{2] £0, 317,281 D [a)

(11 ALl af the Common Units in which Enron Corp. hae a beneficial ineerest were tran
Wwhally-ocwned subsidiary of Enron Corp,, te Timber I, LLC prier to the igsuance af C1
(2] Enrcon Corp. is the cener of the wvoting, controlling Class A interests in Timber
nan-vating, nen-controlling Clasa B interests in Timber 1, LLC, Enron Corp. disposed
3,296,811 Comman Unitce, 7,000,000 Subordinated Unite and 59,31E,213 in APIs. Enron O
cwner of all such securities pursuant to Hule 13d-3 hecause it retains both vating a
Enrcn Corp. retains a .01% pecuniary intereat in such eecurities.

[3) The price for such sale has not yet besn determined but will be escablished on o
(4 ALl of the Subcrgdinated unlte in whiech Enren Corp. has a ban=ficial interest wer
wholly-owned subsidiary of Enron Corp., $o Timber I, LLC prior to the iesuance of 1
partnership agreemant of the Leausr, the Subsrdinated Units are convercible, if ever
Che Subordinated Units could remain oubstanding throughout the life of che issuer. B
and may not be met, these securities are not treated as derivative securities for pu
{5F Bl of the BPIa ip which Earan Corp. has a hensficial interest were transferred
isgnance of Class B interesta in Timber I, LLC.

Reminder: Eeport on a separate line for each class of securities bangficial]y orwned
= If the form is filed by more than one reporting person, se= Instruckion 4 (h) (v).
< /Tablexs

zPRGE>
«Tables
=Captions=
FORM 4/ (CCHTIHUED) TABLE II -- DERIVATIVE SECURITIES ADCUIRED, DISPOSED OF, O
l@.g., PUTS, CRLLS, WARRARWNTS, OPTICHMES, COMVERTIELE
£33 20 Elag o Elas P
1. Title of Derivative 2. Conver- I, Trane- 4. Trans- L. Humber af £. Da
Eecurity aion or action action Derivakive (=51
(Tnacr. 3 Exareimge Date Code Securities Ac Ex
Frice of (Month, (Instr. 8) gQuired (&) or D&
Deriv- Dayr S Diaposed of (D (M
aktive Year) {Inskr. 3, 4, Te
Gecurity and B}
Date
e T T T 4 -} b
Coda W 1Al ol cigab
Financial Swap 18] I 28/01 P (7 #f2af
hitrpsfwww sec. pov/ Archives'ed gardata’ 1 02430, 00009501 2901 30358991 23 Jacda T30
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Call Opticos (12§ EE. 5T 113])
=CAPLisns
=i0= il L ast
2. Humber of 10, Ownerahip 11. Wature of
DBerivative Form of Indirect
Securicles DErivative Beneficial
Benaficially Becurity: Ownership
Jwned at End Direct () (Inatr. 4)
i Monch ar Indirest (1]
[Instr. 4] (Tnstr. 41
EH I By Enron Horth

hmerica Corp.,
a witlly-gwned
aubaidiary

16l The fixed price for such derivabive sscurity has not yet been determined but wil
{7l Pursuant to the fipancial awap, the counterparty is reguired o pay ba Enren Hor
Enron Corp., the excess, if any, of the prices of the underlyving securities lae dete
over Che fixed price, and Enron Worth America Corp. is required to pay to the counte
over the prices of the wnderlying securicles (as determined in accordsnce with the =
{a] The congideratlion for the financial swap was the agreement of the counterparty ©
(3] The flnancial swap and thes call sption are the only derivative securities imnwvalw
has a pecuniary incerest. A5 a result of the financial ewap, Encon has a pecuniary i
Unita and AFIS undsrlying the financial swap as shown in column 7, which amount exce
opbticn pasicion.

(10} Consists of short call eptiens (1.e, Enron Corp. i3 required to 3ell upsn exer
optleon holdera]l that were grantéed on Octaber 1, ZDO0 o an employes 9f EQOTT Energy

compensation agresment.

{11] The opticone will weat as to S0% of the Subordinated Unlte on Che day after cerc
prior to October 2, 2003, and aF to the remaining 50% on the day certain other condi
Oceaber 2, 2003.

112] <onsists of short call optigns {i.e. Enron Corp. is reguired to sell upon exer
aption Bolders! that were granted on April 14, 2000 to an employvee of EOTT Energy C
compensation agresment.

{13] The aptione will weat as to 50% of the Subordinated Unita an the day after cert
prigr to Januvary 2, 2003, and as to the remaining S0% on the day certain other condi

htip:/iwww sec.gov/ Archives/edgar/data/ 1024401 /0000950 1 2001 503589/h91233aeda txt 10300
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Januwary 2, 2003.

**Intentional mipatatementce or omieelona of facta constitute Federal Criminal vieolat
Smam 18 U.5.C. 1401 and 1858 U.5.C. T8ffia) .

Mobe; File three copies of this Form, one of which must be manually signed.
I1f gpase 12 insufficlent, eee ITnatructicn & for procedure.

PoCencial peracne who are Lo resgpond to the collection of information contained
in this form are not required to respond unlese the fors displays a currentcly
walid OME number.

v/ Tablens

</ TEET >
= {DDCIMENT =

hitp:/feeww sec, govd Archives/edgar'data 1024400 00009501 2201 50358979123 Jaeda. (LSRN
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< DOCUMENT =

<TYFE=10-02

=SEQUERCE =1
«FILENAME=Tat110g, CHE
<DEFCRIPTION=FORM 100

ZTEXT=
UHITED STATES SECURITIES AND ZXCHANGE
COMMISETCH
WESHINGTON, ILC, ZD54%
FoRM 14-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 QR 15(1) OF THE
SECURITIEE EACHAMGE ALT OF 1334
For the guarterly period ended March 311, 2001

Commission File Humber 1-12473
ENRON CARPITAL TRUST I
iExact name of regiptrant as specified in ics charter)

Celaware TE-D518%48
(Gtate or other Jjurisdiction of {I1.R.B. Emplover Ildentification
incorporaticn or organizakicn) Mumber )

Enren Building
1400 Smith Strect
Houston, Texas TTa0Z
{pddresa of principal executive {Zip Codel
offices)

{713 EBES3-81&1
[Regiskrant 'e telephons fnumber, including area code)

Indicate by check mark whether the registrant {1} has
filed all reporkts regquired ta be [iled by Section 131 or
154d}l of the Securities Exchange Act of 1934 during the
praceding 1! manths [or for such shorter period that the

registrant was reguired bto file such reports), and (2} has
baen Bubklect ©o auch [1ling regquiremantce [or che pagt 20
days -

Yez [X) Ho | ]

Re af March 31, 2001, ethe Registrant had an aggregate
of E,000,000 8.30% Trust Preferred Securicies and 247,449
B.30% Trust Common Securities sutstanding.

1 of 10
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« PROE -
ENRON CRPITAL TRUST I

TRELE OF CONTEHTE

Page Ko
PERT I. FINAMCIAL IMFPIRMATION
ITEM 1. Finanvial Stacements
Income Etatement - Three Honcha Ended March 31,

2001 and 2aoD 3
Balance Sheetl - March 31, 2401 and December 31, 2000 d
Statement of Cash Flows Throe Menths Ended

Ma=sh 31, 2001 and 20040 4
Motes to Financial Stacemente 3

ITEM 2. Management's Diacussion and Analyais of
Financial Condition and Results of Operatione ]
PAET IT. OTHER IMFORMATION
ITEM 1. Legal Froceedings ¥
ITEM 2. Changes in Securities o
ITEM 3. DafaulEs upson SZenior Securitissg L
ITEM 4. Submission of Matters ko a Vote of
Becuricy Holders &
ITEM &. Exhibits and Reports cn Form 8-K ¥
SIGHATURES 10

©PAEE R
<TRBLE=
PART IT. FINARMOTAL THFQRHEATIOHN
ITEM 1. FINANCIAL STATEMENTS
ENRON CAPITAL TRUET I
IHCOME STATEMEHT
[In Thousanda)
inaudited}
“CAFTION =
Three Months Ended
March 31,
20417 2000
=8 =0 ==
Hevenues from Partnership
Preferred Securities 24 ,27E 54,2748
Het IAcome 24,276 54,278

http:fwarw sec.goviArchives/edgar'data’ 1 025960/ (00 102440001 5000E 1/t ] Og.oxt
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< FH»
The accompanyling notes are an integral part of these financial
statem=nts.

w/ TABLE=
<FPRGE =
<TRELE®>
FART I. FIWNANCIAL INFORMATION - [Continwed)
TTEE 1. FIHNBRNCIAL STATEMENTS - [Conbinwed)
ERRON CAFPITAL TRUST 1
BRLANCE ESEHEET
1in Thousands)
MMrawslted]
CCAPTION
March 31, December 11,
2001 200an

25w 20 20
BESETS

Invest=ant in Limited Partnership

Incergst S20&, 148 S20a, 188

Partmership DRistributicns Receivable 4,278 -
ToEal Assets 5310, 484 5206, 1488
LIARILITIES AND SHAREQGWHERS® BEQUITY

Current Liabilities
Trugtl Distributlions Payable 5 4,278 5 -

Eharegwners® Eguity
Trust Preferred Securibies -
autharized, iasued and cutatanding
8,000,000 shares, 225 liquidation value 200,000 200,000
Trusat Common Securiblies -
authosrized, issued and cutstanding

247,440 sharea, 528 liguidaticon walus &, 1848 6,188
Total Shareowners' Eguity 5206, 1E& 5206,186
Total Liabllitles and Shareownsers' Egulty £210, 464 g2de,18&
<FH=
The accompanying notes are an integral part of chese [inancial
statements .
=/ TRELE:
o FRGE =
< TAELE >
EART 1. FPIMANCIAL IHFORMATION - (Continued)
ITEM 1. FINAHCIAL STRTEMEMNTS - {Continued)
hutp:fiweww sec, gov/ Archives/ed gar/dara/ 1025906/ O00 102440101 50001 1 Aist 10y 13000
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EMNREOHN CAPITAL TRUST I

ETATEMENT CF CASH

FLOWE

[Tn Thouaands)

(Unaudicedl]

< CAPTION=

Sk
CAREH FLOW FROM QPERATING ACTIVITIES:
Fecanciliation of Het Income to Heb
Cagh Provided by Cperating Activicies
Het Income

Pagedof 7

Three Months Ended

March 31,

2001

il

£ 4,278

Increage 1n Partnershlip Distribuclicns Recelvable (d, 2TE)

Met Cash Provided by Cperating Activitcies
CREH FLOW FROM IMVEESTIMNG ACTIVITIES:
Het Cash Provided by {Used in) Investing

Activities

CASH FLOW FROM FINAMCIMG ACTIVITIES:
Dividends Paid

Het Cash Used in Financing Activitias

Ingrease [(Decrease)l in Cazh and
fash Equivalents

Cash and Cash BEguivalente, Beglnning
af Period

Cash and Cash Eguivalencs, End of Perisd

SUPPLEMEMTAL DISCLOSURE OF CRS5H FLOW INFORMATION:

Dividends Daeclared

=FH>

The accompanying nobtes are an integral part of these financial

gtatementa.
=/ TARLE>

=PRIE =

FARET 1. FINRNCTAL THFORMATION -

ITEM 1. FIHMRNIIAL STATEMENTS

EMBRON CAPITAL TRUST I

¥ 4,278

[(Continued)

[(Continued)

HOTES TO FIMANCIAL STATEMENTS

(Unaudited]

1. BAEIS OF PRESENTATION

The condenged [inancial stacemente included herein have

hitpAweww see,goviArchives'ed gar/data’ 102 5966/ D00 102440107 50001 1 st 0g.wxt

2000

il

£ 4,27E

4,276

(4.2T8}

(4,278}

10304
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been prepared by managems=nt without audit pursuant to the
rules and regulaticnes of the Becuritles and Exchangs
Commission. Bocordingly, these statements reflest all
adjustements (consistiang only of Aormal recurring entrias)
which are, in the cpinicn of managemant, necessary for a
fair statement of the financial results for the interim
periods. Cfervain inforsation and notes normally included in
financial statemente prepared ln accordance with generally
accepted accounting principles have been condensed or
anitted pursvant to such rules and regulations, although
management belisves the discloaures are adeguate to make the
informaticon presented not misleading. These condensed
financial statemente should be read in conjunccion with the
financial statements and the notes thereto included in Enrcn
Capital Trust I Form 10-E for the year ended Decesher 31,
2000,

The preparation af financial statements in confor=mity
with generally accepted accounting principles requires
management to make sstimates and assumptions that affectc the
reporced amounts of agsecs apd liabilities and disclasure of
contingent assets and liabilities at the date of the
financial =tatem=nt= and the reported amaunts aof revenuss
and expenses during the reporting pericd. hotual cesulbs
could differ from thoses Bctimates.

Enron Capital Trust I {the *Trust*) iz a atatubory
busineEss trust created under the Delaware Business Trust
BoC . Dwn&rship of the assets of the Trust is evidenced by
an aggregate of 3,000,000 8.30% Trustc Ereferred Securikies
[Ehe "Trust Preferred Securities=®), which are lieted and
traded & the New York Stock Exchangs under the symbol "ENE
PrTr, and 247,440 §.30% Truet Common Securities {the *Trust
Camman Securities” and, together with che Trust Preferred
Securities, the *Trust Securicies®), all of which are awned
by EBaron Corp. ("Enran”). The Trust's socle asaeta are
8,247,440 B.30% Partnership Preferred Securities (535
liguidaticn amount per securibyd representing an 85% limited
partnerehip interest in Enron Preferred Funding, L.P. {the
*Partnership®l . The Trust and the Partnership are
consalidaced subsidiaries of Enron for financial accounting
[UrDO3eE .

2. DESCRIFTION OF THE PARTHERESHIP

The general partner af the Partnership is Enron, which
cwns a 15% general partnerehip interesc in cthe Parenership.
Since complecion of the offering of the Trust Preferred
Becurities on Movember Z1, 199, the asaebs af the
Partnership have been invested primavily im a $181,%26,000
principal amount 7.75% Subordinated Debenturs dus 2016 of
Enren [the "Enrcn Debentuwre") and 52%, 108, 0060 principal
amount 7.75% Debentures due 2016 {(the "Subeidlary Dekenturea* and,
together with che Enron Debenture, the "Debenturss®], of
easzh of Enron Horth America Corp. and Enrcn Traneportaclon
Services Company, each of which ie a wholly-cwned subsidiary
of Enron. The obligaticns unde=r the Subsidiary Debsntures
are guarantesd by Enron. In additicn to the Debentures, the
Fartnership owns an aggregate of approximately 52,500, 000 in
shorc-term, ilnveatment grade debt scouritiss i(the "Eligible

http:Vwwow sec.gov/ Archives/edgar/data’ 1H2 5960/ HI0T 0244010150001 1/ est 1 0g.1x1 10730601
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Debt Securities") as of March 31, 2001 and December 31, Z0OJ.
Y. GUMMARTIZED FINANCEIAL IWFORMATION OF THE PARTHERSHIF
Summarized financial information for the Partnership,

accounted for by the eguity methed, 18 ag follows (Lo
thoueandgl -

«THRELE=»
ZCRFTION=
March 31, December 11,

Balance Sheet 2001 2000
=g il il
Current Zasets & T7.,1EB7 5 2,500
MNancurrent Asseits 240,142 240,742
Current Liabilities i,278 -
Partners' Capital 243,051 247,842
o/ TRELE =
< TRBLES
SCARPFTION >

Thrae Months Ended

Marzh 31,
Income Stacement 2301 2009
£5n 200s 2l
Bevenue s 5 4,50 54,889
Het Income 4,688 4,687
</ TAELE
<PROE=
FART L. FINAMCLAL INFORMATION - (Concluded)

ITEM 2. MANAQEMENT S DISCUSSION AMD AMALYSIE OF FINANCIAL
COHNDITION AND RESULTS OF CPERATIONE.
EMEOH CRAPITAL TRUST I

Reaults of Operablieons and Changes in Cash Flows
Firgt Quarter 2001 ws, First Quarter 2004

Far cthe guacrter anded Macrch 31, 2001, distributione
totaling 54.2 millicn and 50.1 million, respectively, were
declared To The holdera of the 8,000,000 Trust Preferred
Securities and to the holder of che 247,440 Trust Common
Securities. These distributions were paid cn April 2, 2001.
On MWarch 31, 2000, che holdere of the B,000,000 Trust
FPreferred Securities were paid quartgrly cash discributions
rotaling 54.2 million. On the same date, the holder of the
2£7,440 Truat Common Securities was paid guarterly cash
diatributions totaling 0.1 million. On April 2, 2001 and
Karch 30, 2000, che Trust received guarterly distributions
Eram the PEEEHETHhiF af 24,3 million relaced oo che Trust's
limited partnership Interest.

=PRCE=

BAET II. OTHER INFORMATION
EMEOM CRPITRL TRUET I

http:ffwww.sec.goviArchives/edgar/data/1025966/000 102440001 30001 1/tsti ] Ug. txt
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Page Tof 7

ITEM 1. Legal Procesdings
Hone .
ITEM 2. Changes in Securitcice
Flone .
ITEM ». Defaults upon Zepior Securities
Mone .
I'TEM 4. Submiseion of Maccere co a Vate af Security Holdere
Hone .

ITEM &. Exhibits and Reports on Form B-K

{al Exhikits
Hone .

i) .:[E_Flﬂl.l."ts =n FPacm B-K
Mone .

<PAGE=

STUOHATURES

Pursuant ta the requirements of the Securities Exchange
Aot of 1934, the Regiestrant haa duly caused bthis repart ko
be signed on its brhalf by the underaigned chereunto duly
auktherized,

ENRON CAFITAL TRUST I
{Regilatrant|

Date: May 11, 2001 By: HEN COLISAN, JE.
Mame: Ban Gliaan, Jr.
Title: Regular Trugtes

< TEXET »
< fIOCTMENT =

hutp:/iwww sec.gov/Archives/edgar/data’ TO25966/000 102440101 50001 1 st 1 0g.axt Lv30v
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< NOCUIMENT =~
2TYPE=1D0-0
~ESECUENCE=1
<FILENAME=Lacild-g. oKt
<OESCRTPTION=-FORM 10-0

<TELT>
THITED STATES SECURITIES RAND FEXCHRNCE
COMMISSION
WREHTMGTON, D.C, 20549
FORK 10-0)

SUARTERLY REPORT FURSUAMT TO SECTION 131 OR 1&5{D}F OF THE
SECURITIES EXCHARWGE ACT OF 1934
For the guarterly pericd ended June 33, 2001

Commigsilon File Number 1-12473
ENADE CAPITAL TRUST I
IE¥act name of EEﬂiﬂEE&ﬂE ae EPEGiIiEﬂ in Lte charterl

Delaware TE-051859408
iState or other juriesdicticn of {I.B.B, Employer Identification
incerporation aor organizatiand Humber b

Enraon Bullding
1440 Emith Strest

Houston, TeXas T7A0D32
[Aodreae of priacipal axecubive (Brp Code)
offices)

{T13) B53-6161
|Registrant's telsphone number, including ars=a code)

Indicate by check mark whether the reaistrant (1} hae
filed all reports reguired to be filed by Ssction 13 or
15(d) of the Sscurities Exchange Act of 1934 during the
preceding 12 months {or for such shorter pericod that the
registrant was reguired to £ile such reports)], and (2] has
Eaan subject bo such £iling regquirements for the past 54
dave,

Tes [X] B [ ]

Ba of June 30, 2001, the Registrant had an aggregate of
F,000,000 B.30% Trust Preferred Securities and 247,440 8_30%
Truak Common Securiclies oucetanding.

httpzffwww sec.govi Archives/edgar/data’ 1 0250600001 02440101 500021 /istr] (-g.txt
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« PAGE -
FENRON CRPITAL TRUST I

TRBELE OF CONTEHNTS

Page Ho.
FART I. FINAMCIAL IMFORMATION
ITEM 1. Finamncial Statemsnts
lneome Statement - Three Months Ended June 30,
2301 and 2000 and Six Montha Ended June 3D,
2001 and 2000 E]
Balance Zheet - June 30, 2001 and Decesmber 31, 2000 4
State=ment of Cash Flows - Six Months Ended June 39,
2001 and 24000 5
Hotes ta Finmancial Statemsnts &
ITEM 2. Management'as Discussicsn and Asalvais of
Financial Cendition and Results of Opsraticns ]
EART I1. COTHER IHFORMATION
ITEM 1. Legal Proceedings 3
ITEM 2. Changes in Securitiea )
ITEM 3. Defaults upon Senisr Securicies 4
ITEM 4. Submission of Matte=rs to a Vobe of
Socurity Heoldere P
ITEM 6. Exhiblts and Reperts oo Porm B-K ]
S IONATURES 10
= PAGES
<THRBLE =
PART I. FINRKTIAL IMFORMATIOCHN
ITEM 1 FIMANZIAL STATEMENTS
EMROM CAPITAL TRUST T
IHCCHME STATEMENT
{In Thouaamds)
[Unaudited)
=CRPTION =
Threes Months Ended Six Months Ended
June 30, Jure 30,
20071 2000 Z0dn 2000
=F = Y - i aile il
Rewvenues from Partnership
Preferred Securities 4,279 54,279 8,557 58,557

hitp:/fwvww sec.gov Archives/edgar/data/ 102 5966/0001 024301 0150002 1/tsti [0-g.txt
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Het Income 4,279 54,2789 28,557

“FH=

£8, 557

The accompanying nobkes are an integral part of these financial

statemants.
=/ TABLE =

w PRGE s
=TABLE=
FART 1. FINAMCIAL ITNFORMATION - [(Continued)

ITEM 1. FINANDIAL STATEMENTS (Cont inued)

ERFEON CAPITRL TEUST I
HalhiNCE SHEET
{In Thougands)
(Unaudited]

<CAPTION=
Jumea 30,
4001
205 =
RSEETS
Inveastment in Limited Parcnership
Intersest 206,186
Parcnership Distributions Feceivable 4,273
Total REEeTs 5210, 465
LIABILITIES AND SHAREOWHERS®' EQUITY
Current Liakbllicies
Trust Distributions Fayakle $ 4,279

Shareownera' Egquity
Trust Preferred Securitinos
autharized, issued and cutstanding
8,000,000 shares, 525 liguidation wvalum 200, 00F
Trust CJosmon Sesurities -
authovized, issued and cutetanding

247,440 shares, 5I8 liguidation walue £, 1E&
Toktal Shareowners' Eguity G206, 164
fotal Liabilities and Sharesowners' Eguity 2210, 465

<FN=

Decamber 31,
2000

Pl ]

206, 186

L206,1B6

2 0, 000

5,186
206, 186

206, 186

The accompanylng notes are an integral part af these financial

gtatcements.
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ENEOH CAPITAL TRUST 1
ETATEMENT OF CASH FLOWS
{In Thousanda)
(TRaudiesd]

AT LGRS

=
CASH FLOW FROM OPERATING ACTIVITIES:
Eeconeiliation of Het Incoms te Her
Cash Provided by Operating Activities
Neb Income
ITnerease in Parcnerahip Diatributione Receivable

Het Cash Erovided by Operating Activitiess
ChEH FLOW FROM INVESTIHGS ACTIVITIES:
Her Cagh Frewided by (Used in] Investing

Bocivitcies

ChEH FLOW FROM FINANCING ARCTIVITIES:
Cividends pPaid

Het Cagh Used in Financing Acktivities

Inereage |[Decrease) in Cash and
Cash Egquivalente

Zagh and Cash Eguivalents, Beginning
of Periocd

Zash and Cash EBguivalents, End of Periad

SUFPLEMENTAL DISCLOSURE OF CASH FLOW INPORMATION:
Unpaid Dividends Declared

wEFM =

Page 4 of 8

Six Montha Ended

Jung 30,
2031 Z0an
it el
£ 8,857 % B,857
(4,279 -
4,278 g,857
(4,278) (8,557}
(4,278) [B,887)
& - & -
£ 4,379 S

The accompanying notes are an integral part of these financial

stateme=nkts.
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PART 1. FINABNCIAL INFORMATION - {Contlinued)

LTEM 1. FINANCIAL STATEMEMTS - {Continued)

EMROY CRPITRL TRUST I
HOTES TZ FIMANCIAL STATEMENTS
(Unaudice=dl

1. BASTE OF FPRESENTATION

The condensed financial statemente included herein have
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