Mcinerney, Roberta

Fram: DaMancs, Edward

Sani- Morelay, December G5 23301 12:40 PW
T Ligalem, Mario: Hughes, Gesry; MoCall, Meal Pedrl, Melssa; Melnamssy, Roberia; Elatl,
Martha
Subjeci; F: Wikl: Enron Failure Likely to Burdan Insuraers And Furihss Incresss Soarng Premiums
F¥i
it Flarsd-(p ===«
P Carfihin, Mormas
Samik: Fezrelry, Covereber 0, 200) L2331 74
Tz Dby, Erhagect, Bar, Shelly Berpl, Shoss: BEsianger, Taaldlny: Citid, M; Exinas, Matthew; Gabilonsks, fose; Gross, Tyed:

Hamaeer, Vel Loni Sinaiamoacna | Emaal), pechadel, Paftr; Mowry, Michesd; Pistrazgel, Fredt Roesebom, Brion; Schulhsss,
Hesddbrme; Shoeed, Jmas; Wikkey, Jian; Widkman, Mark
Sl el Whk Eneon Fislure Likety te Burdsn Imuren &g Furier Increses: 5o ) Premisme:

Decombaer 3, 2001

Enron Failure Likely to Burden Insurers
And Further Increase Soaring Premiums

By CHRISTOPHER OSTER
Stall Reporter of THE WaLL STREET JoiAkaL

Enron Corp.'s collapse is expected 10 cost ingurance companies maore than 53.5 billion and most
likaly will furthar ncresse skyrockeling insurance rales,

Al 32 bilkan of the losses is expectad 1o be shouldered by propery-casualty underwriliers, who
are gxpaclted o pay 540 billion to 370 bilion in claims from the Sept. 11 tamonist strikes, Thosa
claims already have louched off & run-up in premium ratas. The lossas would make next year's prce
increasas among the biggest in recent history for ingurers, if not the biggest, said Alice Schroader, a
property-casually insurance analyst at Morgan Stanley, Such lkosses work (o siphon off capital from
the msurance market, reducing price competitian.

The damage to individual property-casualty msurers s “wirually impossible™ to assess af this paint,
but Ms. Scrwoeder said a “material iImpactl” on the seclor is likely, The lossas are expected to result
from claims againsi directors-and-afficens llability policies, surely bonds and financial-guarantes
coverage. Directors-and-officers liability policies protect a comgany from lawsults stemming from the
aclions of it execulives and surety bonds are bonds thal insure the completion of a transaction or a
project

Life insurers, meanwhile, are expected to repor that the valwes of their investimenl porifolios have
droppad by more than §1.5 bilken, related to holdings of Enron dabt, which hes plunged n value in
recent weeks along with the company's stock prica. Investors’ confidence in the company has sunk
amid eamings restatements and revalalions aboul retdled-party IFRansschons,
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Montraditenal financialguarantes insurance and suraty bonds could prove the source of same of the
tiggest lossas, analysts said. Enron ablained coverage for such purposes as enhancing the value of
Enron's guarantee of cenain debt of Enron-relaled projects as well as the company's guarantess on
the execution of certain derivative confracts. Analysis said the paymants on the policies would be

triggered immediately upon a default event — for examgle, a missed payment or bankrupicy filing by
Enron. "We understand that some contrects may have already been lrggered,” Ms, Schroeder said.

On Friday, Chubb Corp., Warren, N.J., said it was reviawing lls surety bongs related to Enron and
astimated its maximum exposure al $143 million. The proparty-casusily underwriler said # is unable
to astimate the actual amount, il any, that § may be reguwired to pay and that thus far it hadn'l
recarved any claims under the suraty bonds.

Mz, Schroeder estimated that a maximum of $300 milion in directors-and-officess liability coveraga
likely is involved, divided among several imsurance companies. Already, Enran faces mulliple
shareholder-driven Bwwsuits because of the steep drop in the company's stock price,

Jason Zucker, a life-insurance analys! a1 Banc of America Securities, said the Enron exposures
wiould “pressura bond portfolios in hes recessionany environment,”

Among those with big holdings is John Hancock Financial Services Inc., acconding (o insurance
analyst Colin Devine of Salomen Smith Barney, who expects the company 1o incur a loss of 5120
million this quarier on the bonds, A John Hancock spokeswoman declined 1o comement an the
estimate.

Mr. Daving said Principal Financial Group Inc. and Lincoln National Corp. also have substantial
Enran bond holdings. In 8 news release, Principal said the company is reviewing its approximately
$171 million "exposure to Envon® and expects fo take a wrile-down this quarter of a size not yel
estimaled. Prindpal said i also is reviawing an additional exposure of 350 million fram investments in
Enron-related entities. A spokeswoman for Lincoln Mational sald the comgany had $25 million of
Enron Corp. debt and 570 million from s subsidiaries. "We may take a charge of somea of the
exposure related to the parent, but we wonll know until we ged closer o the end of the guarter.”

Write to Christopher Oster a1 chris osterfiws] com <mailla-chris osterffwsl coms=
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Enron Update:
Sagging Stock Price, _
Increased Earnings e
Continue to Fuel Takeover THE STRUC

Speculation ROUR
| Aews foerr Frwmr Assodialed FPress] Trguibsed Enmon Corp,

(MYSE: ENE] said it has sacwrad $1 hillien in new financing,

using its matural-gas and pipaling assets as collataral, But Ik6 -
sbock price took ancgher divie after rsing 2 day earler am 'Fr
takecwer speculation. [n afternocon trading Mow. 1 on the Mew
Yark Stock Exchange, Enron shares wene down 5.3 pencent,
pr51.29 58 shame, st $13.61.

By Will McNamara
Director, Electric Industry Analysis

Anmalysis: L many following this ongoing story, [ have
been clasefy tracking the plummet of Enron's stock since the
Oct. 16 redease of the company's 30 financial report, in which
g SEI8-million loss was dentified. Simce that time, Enron's
stature on Wall Street has bterally fluctuated by the hour,
burmping up or down depending on the labest news report or
rumor circulating across the Web. The company™s financal
prieglems hawe been wall dooumanted, aleng with the new
Securkies and Exchange Cammissin (SEC) probs ko
Ermman's fimancial deals ivvoleing = ust-dismissed chiel b -
finarcial afficer. For background infermation on this case and the [acbors that kad oo
Emran's current matadies, please reveew iy 1072201 Issuediert, available at
wyeyr S cientach, Lamfieci, [n this articke, 1 will focus exckisively ¢n the ngw reparts
that put Enran in the onprecadentad spol of BEirg 8 possible @Eesvar targek.
Iramically, the wery mentian of Enfan as & REsover target woidtkd have seemesid
ludioraus last yaar at Ehis Hme, when the company™s stock had just passed a 52-
woek peak of nearly S50 in August 2001. Az of early moming trading on Moy, 2,
Eriron shares wera priced gt $11.05, illusteativg just how low he Company has
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sunk over Lhe last year and ow quickly the positions along the energy industry’s
playing feld can change,

Thiere are three factors that, whean teken ogethar, pul Endgn B a vidlrerabls
position for takeawer efforts, Thess hree Tactars are a sagging stock prica,
comaaratively salid revernues streams ard 8 selid gesstian in the energy trading
space. The first point is obvious; as Enson's share price has hit a nine-year low and
drapped by hall in just one week, it is natural that cther companies on the prowl
far leesative acquigiticns wauld begin to Ever amaing tha caompany. Enmn shares
hawe dropped dramatically, and tha company's stock i now trading a2t close to
back valug. The ather twa factars | mentioned may need some further elaboration.
Cespite the $638-millicn loss in the third gearter from busanesses such as
broadband and water, Ennan's core energy trading business posted & 26-percent
increase in recurming eamings in the $ame guarter. Thas, the core trading business
is basically im good shape and remains & strang cash generator. In additicn, despita
the recent turmoil, Enron remaing the largest natwral-gas and poser trader in the
Lnited States, and thus is am atbractive tangel for clher companses aperating in tha
same space. Further supoorting this point, rost reports endicabe that BEnran (5 a
principal in ane-quarter of all electricity end naturel-gas rades i the United
Statas,

Thare are three comipanies that keep appearing an & short list of potential buyers in
an Enran takeaver. | think it is Fmportant bs discuss e indwidual objectivas of
these companes ard the factors that may ead them [0 persue a purchase of
Enron. The three companies most often menticned are Royal Dutch Shall, Barkshine
Hathaway and GE Capital. 1n additon, a cmall numiper of Eurapsan companies such
& Geomany's E.ON and England’s Powergan have also been mentionso. Al presant,
all the ceapanses namead have naithsr denied nor confirmad Eheir invalvement in a
posgible Enran [akadver,

OF all thes= names, Rayal Dutch Shell, the pumber Dao energy iem in the vworld,
has been parcercied 8 the oo conlamder, The pabential connaction may have soma
legitbimacy. First, Bayal Dutch Skall is the parent company o whally oened
subsidiary Shell Gil, under which Shill Energy Services 15 a wholesake and retall
markating subsidiary, Shell Energy Services, which s based in Houston, had made
previcus pensetratians inte the retail electricity markets of Texas ard Ghio, but
racently wikthdiraw fram bath states to focus more exclusively on whalesale power
transactions. Thus, Shell's focus on the wholesale market through Shell Erergy
Servicas wauld make far a nice synergy with Enron’s praminent position in the
whalesaie trading space. Further, Shell had unswocassfully tried on s own [0 ba
inwolwed in the merchant energy bosiness, and thus an aoguisiticn of Enren, the
dominant player in the energy trading space and an established anergy franchise,
would be on par with the compamy's strategy. Other regoris have indicated that
Shell had previoushy looked at 8 possisle Enran buy, &ven belore tha company
began to experience financial inskability, Financing the deal woukd mat be 2 problem
far Shell, as Enron's current market capitalizathon s arcund %11 billlion and Shell
wiuld ﬁrtlh-EH'p' notl hawe 1@ offer a huge premium for tha company,

Berkshire Hathaway, founded by multi-hillionaire Warren Buffell, is ancther
company with deep pockets and a patential synergy with Ennan, Barkshir
Hathaway penetrated the snergy industey with a £9-billion purchasa of Das Moines,
Towa-based MudAamerican Enengy Company, giving the campany a 7 5-parcent
cwnership in the largest utility i [owa, which is strategically located i the middie
of sevaral rmajar mackets in tha Midwast. Buffett, who previously invested in fnen-
ardrgy campanies sech as amercan Express and Coce-Cola, has Been drawn to the

file: AT AW TNDO WS Temporary®a20lmermed%e2 (FilesOLE 0 Darticle him /1 T00T

Q0200000000248



lssueflerts email Fago 3ol 5

cnengy space due ko dereguiation opoortunities. Berkshine Hathaway's acguisitions
fit & pattern that Buffett created: They are well-managed companies that sell 8
tangeble product and have strong growth potential ower the long term. MidS&merican
Energy arguably fit that template due bto iks history &% an integralbed wtility. Enren,
which is far more difficut to define, may ultimately prove to be oo abatract a
cornpany for Berkshire Hathaway's tastas,

As discussed In yasterday's Issuadlart, GE Capital has bean increasing its holdings
in the pnergy landscape lately due to its affiliation with Trans-Elect, a private
company that Is actively pursuing the transmission assets sold by vhilitkes. Trans-
Elect amd GE Capital sare in the process of pundhasang the transmission assets of
CHE Ensrgy Corp. GE's role in the CMS deal is not entirsly dear, bot it appears that
L campany is parbicipating mastly 83 a inancial backer. Although they have
dawnplayad the significance of their relationship, Trans-Eledt has dearky recended
financsal hacking fram SE. In Fact, the Structured Finanse Grows of GE Capital
Seryvices gwng a mirdnly interest in Trang-Elect (the Size of the imvestrient has natl
b disclosad). Mole thal GE Strecured Finanoe Group hag many imeesimanis in
oithes enargy Companies, including The New Pavier Company, Enermelriz, Beacon
Paower, and Plisg Poeear (IO nama Just & faw), [ don't see [he synergies batwesn GE
Capital and Enron as much as with Shell or Berkshine Hathaway, However, IF GE
Capital i attempting to simgly Increass Bs investmants in tha kicrative ensrgy
business withawt any invalvement in the operational aspects of the business, than
this partnership could be considered viable. GE's pwn microturbine business has
slowed somewhat, =a the adwantage of gaming Enron’s wholesale brsness from a
rmarketing perspectve may alse be a driver in this possible play. In addition, &
recent repart in Sosiress Staadard indicated that General Electric plans ta increase
its inwestment in India to about B8040 million over the next thres years with
incre&sed investments in the infatech sector ard GE Capital Services, OF caurse,
Emran & sLill mwalved in the India energy market due bo its roubled Dabhal Power,
wabtich cearsses o power contract in India,

The Eurcpean companies such 25 Engl and E.CON may tum out to be credible
prospects, a5 companies across the Continent continue bo seck merger and
eoquisition opportunities in the United States, scross generation and transmissian
sectors in particular. E.OM is still in the process of purchasing the United Eingdamn's
Pawergen, =0 it may be ted up in regulatory proceedings that would preciude an
addilional saquisition. Mo word has emenged that meay suppoart ar refube rumces
about a takeoyver froem Enel.

Enran's stock price has oscillated wildly since ks 353 financlal report #as released ;m
rad-Cotober, The 3||E:E'I!||'|I' r'lﬂ-r'l-l"&l!l.lr'l'il'ln BLsag i nor-core busineszes and their
petential Fmpact on the basazally 'Etﬁl-l"lﬂ card husiness of natu-‘al-qa afnid power
tradsng, coalesced with presious concesng abaul the depariure of Jelfrey SEillineg a3
Emran's CEQ and sent the comparny's steck an & dowriward 2piral (Fallirg an
approdimabe 54 parcent m just 9even dave). Enren Shareg hit 8 mine-year low an
ek, 30 and then baumced up aboul 25 percapl cn [he folawing day, The surprising
IJFIE.'III'iI'II] accwined when Enron anncuncad that it had securad 1 Gillicn in fresh
credit lines fram investors such as 1.P. Margan Chase B Co. and Saloman Smih
Barmey,; Inc. that it planred o use partly 1@ supplement short-term liguidity and
refirance maturing cbligationg. Hewever, 8t (e same time, what had started as an
infeemal imgquiry by the SEC oilicially Became a full-scale investigation, which thus
far has gerved ag a brick wall against any Turther inpreates in Enmon's stack pPrice.
The identification af the SEC proba as a full-scale investigation Is significank
because it gives regulators the right to subpoena Enron company @acaements, which
has been & point of contention for same time among investars wha claim that
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Enran has not been completely forthcoming about its practices.

The Enron questions of the moment ara: How much ferther can the company's
stock falf bafore Enron's businass modal is significantly restructurad? Will Enron
incur additicnal losses beyond the allegedly non-recurring losses It chaimed in tha
third guarter? Wil Enron remain a taéeover targat, and if 50 which comparny would
be likely ta make a bid for the company? ‘What will be the ovtcome of the SEC
investgatian and potential credit doswngrades from agencies such as Moody's?

Some of these gquestions are impossible to answer at this juncture, withaut the
barnafit of & erystal ball. Clearly, the sudden lack of investor confldancs In Endan hins
rattled the company's executives, which undoubtedly prommpbed the austing of its
farrier CRO. 1 would think that this lack of confidence wauld 2isa lead Enron ko
consider fundamental changes i its business model. Howewvar, IF may be oo lake o
avert additional losdes in non-care buesinesses such as broadband, water and retadl,
inkg which Enron sunk large sums of capital but which have yet to produece
measurable returng,

If Enren's stock remains in the basemant, takeswar rumors will wndoubtedly
continus. Hawever, Enran s Fhl"ﬂﬂm a3 this paint to urdertake & subatantial
rnadification of its business model, which may Include tha complete divestituna af
el of its non-core businesses cutside af the energy trading cora. 1IF a takeover wers
by take place, i would probably occur scon Cwhile Emran's stock remains losw and s
core business ramams strang} and with a buyer that secks a large trading
cperaticn and experience in risk management. Hone of the companies mentioned
a5 passible Duyers at this tme completely fall ender this description, but given
Shall's strarg interest in whiclessbe markets | would contend that this potentdal
partrership makes (e Most cansa, Howeyves, any Camaeny that makes a senous
bed for Enron would have to ba very risk tolerant, corsidering the angoing
!-lﬂmtﬂ“'ﬂ-':' surraunding tha company with regand 1D pRiding lawsuts and the SEC
investigation.

Im addition, i is sgnificant that Enrea i& puriuing additianal financng, which
indicates that tha company intends ta bolster its fnancial position and avaid any
takeower attemnpts, Heverthelass, waricus cradi rating agendcies such as Moody's
arz in the process of evaluating the company for patential credit downgrades. &
credit rating downgrada @aould rais Enren's @oot al Brrawing, which in bern could
tut inta the profitzbility of tha company's business as a whale. The end result is
that, i Enrgn's fingncieal pasition does not iImprove substantia®y in the near term, it

will rermain in a very vulnerable position and a very real targat for warious @akaoyer
migatyrag,

An archive list of previous IssucdAlert articles |s avallable at
wwrw . scientech.com
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We encowrage our readers o contact L with thelr commants. We look forward bo
faaring from pow. Nancy Spring

Reach thousands of ulility analysts and decsion makers every day. Your company
can schedule a sponsorship of Issuedlert by contacting Jane Palz at
505, 344 FE50. Advertising opportunities are akko available on our Website.
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Jur stalf is comprised of leading energy experts with diversa backgrounds in wtility
generation, transmission & distribution, retail markets, new technologles, [T,
ranawable emargy, regulatary alfairs, community relations and internaticnal issues.
Contact carsultingdscientech.com ar call Mancy Spring at 50%.244. 7613,

SCIENTECH is pleased o provide you with your free, daily Issuedilent, Let us
krsava iT we can help wou with in-depth aralyses of any ather SCTENTECH
infgemation prodects. IT vow woeld Be 1o refer colleagiees o mecerve gur Tree, daily
Tsguedlerts, please register directly on gur Site al

seoure, soientech,Ccormfigsuwaahart,

If you no longer wish to neceive this dadly e-mail, and you are curmmently a registe red
subsariber o Issuedlert vie SCIENTECH s website, please visit

hktp:fisacure scipntech.comfsccounty o ursubsoribhe, Otherwicse, please send an e-
mail to lo Issdedbert, with "Dedete [A Subscriplion” in the subject line.

e N G L O S L,

SCIENTECH's Issuedlerti ™! arficias are compiled based on the independent
anafysis of SCIENTECH conswitants, The opinlons expressed b SCIENTECH s
fecoedlert arliclas are mot intended do predgict Anancial performance of companies
oiscussad, or (0 be Lhe basis for imvestment decisions of any kind. SCIENTECH's
SOie plrined i parbisiing 5 Tsguedlart articies e o offer et indapandent
peraachive regarding e Rap evands oocurnng in dhe anergy industry, baced an ifg
Img=siandyng rapdalion as ar expert an emangy SEes,

Coppright 2001, SCIENTECH, Foc. Al righis reserved.
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Subject: P& Enron's Departume from Core Buginess Takes a Toll on Performanca
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Maw market opportunities

Growing/shrinking software markets
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Mg last waek? Catch up an the Btest deregulation, compatition and restructuring
develapments in fe enargy indusiry with SCIENTECH's IssucsWatch

& SCIENTECH
IssueAlert.

Qctober 22, 2001

Enron's Departure from Core Business
Takes a Toll on Performance

By Will McNamara
Director, Electric Industry Analysis

‘Fews tem Sfrom Rapbars] Envan Corp, [MYSE: ENE] stack sustalned further hesyy
lasses an Ociober 19 a8 irvesior canfidance in the former WWall Strest favariie
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remained at & low ebb after & reported (ks first quasterly loss in over four years. The
energy glant's stock was off $3.32 or 11,45 parcent at $25.6B per share at mid-day trade on Oct.
19, making a curnulative |oss of 28 percant for a week in which it reported a third-guarter loss of
4638 million. A= of early marning trading on Oct. 22, Enron shares were priced at $21.99, 2
reflechan of new developments {including a new Securities and Exchange inquiry) that have caused
urcErtainty aboul the Ccomparny among inwestors.

Analysis: Enron's first financial report since the departure of farfmer CED Jaflrey Skiling In August
has nat done much to ance again instill investor confidence in the compay, which has axpenanced
ane af ks most furbulent years in recent memary. While Skilling cited persenal reasons for his
departure, many analysts suspected that a significant drop in Enfgn's shase prica and financial
lasses in its diversified businesses aleo played a role. At the time of Skiling's departure, Enron's
stack had tumbled to a 52-weak low, Howewer, based on the new 30 repart, It now appears that
Enron's dowreard tura may be continuing despite the return of Kanneth Lay to the company's top
spot, [M essance, Enren's financial prablems have been caused by businesses that the company kas
patpblislmd a8 a way to diversify from its core focus on whalesala powar sales, [E appears that
Enran is learning a costly lesson—namely that investars are net responding favarably to the
company’s innavatien, especally I bottom lne perforrmance s in any way compramised. The raad
ahead may remaln uncertain far Enron, 85 8 good numbser of unrgsoived issues and 4 new
Seyrities and Exchange Commissian {SEC) inguiry inta financial dealings of its chief linancial
officer continue to overshadow the codmipany,

Lel's first establizh the financial losses that Enren has reportad n the third quarter. A8 nated, as a
whola the company reparted $638 million in losses, after taking $1.01 billion In charges associated
with several of its non-core businesses. Whan we break down the losses, it becomes clear that
Enren s struggling with s operations in three businessas: water, broadband and the retadl pawer
miarkat. Specifically, Enran reparted $287 million in charges fram Azwri, it walar ardd wastewatar
business; $180 millian in charges related ta the downsizing of its broadband operations [inclding
severanoe costs and losses on inventory sales and customer contracts); and $544 millian in what
the company & calling “investment lesses.” Evidently, about half of the $544-millian figure s
related (o Enran's nvestment in NewFower Company, the retail electricity and natural-gas provider
that Erron launched about two years ago with partners America Onling and [BM. Enron owns 45
percent af RewPawer, In addition, Enron’s debs ta total capitalization ratio repartediy will increase
o about 50 percent, although Lay says that pending asset sales may reduce that amaouwnt ta 40
parceal by the and of 2002, However, it is impartant o note that Enran's 30} recurming reet moems
(Before the wrte-olfs] did increase 3% percent to $393 millien, or 43 cents a diluted share, and
rEvenue in the quartar rose to $47.6 billion from $£30 billien in 30 200

The losses associated with MewPower are particularly interesting. As ane of tha kading investors in
the campeny, Enron dross NewFower's aggressive business foecus on retad residential power =ales,
despite angaing concerns about the development af retail competition acrass the United States.
MewPpwer want public last year at an opening price of $21, and In the early days af its initlal public
affering was trading abave that price. However, tha company's stock has experienced a
devastating drop in walue, and is currently priced at $1.25. NewPower is not schaduled to releases
its pwn 33 financial statement until early Novernber, bat it 15 expected that the company will
cantinug to Incur significant losses for the foreseeatle future, Specifically, NewPowar recently
rgitgrated it earlier expectatiars of 8 3 less of $65 million te £330 million, or $1.12 o $1.20 2
share. Third-guarter revenue reperiedly will ba slightly lower than the $60 millizh ta 465 millon
that the company had forecsst in August.

In apalyzing MewPoawer's 20 financial losses (se= Issuedlert from 8/8/01 at

www scientech.com/rcl), [ argued that the company is really struggling fram & mix of positive and
negative factars in its efforts Lo becormsa the leading retall energy provider in residential and small
business merkets in the United States. On the pasitive side, NewPower has racently secured o lange
numbser af few CEEIOMET ACCOUNts, mast signdficantly frem its purchase of custormers and refated
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gttals froem AES Corp. ard DTE Energy. These purchases prompied an Fmprascive growth spurt for
MewPawer, and the campany repariedly now has a customer base in 22 markets in 10 siatas,
Howeyer, bhe bad rews for MeaPowear is thak ik leases canatinue o weden, apparently realting
frioer & combinatzan of weather factars arnd firancial hits absarksed in saveral of the states in which
the carmaany aperales, This dichalamy does nal apiear 1o e gatting any betier, and the
company's sheck has continead Do drog as a resull,

I an &ffort to alleviate spere alf k8 inancial woses, NawPower I'EI:-Er'IH}' rewisad an Existing master
relling agreerment with Enrm Corp. and seyveral of its subsidiaries, The revised agresment
eczantially lowars the ameunt of cash callaberal that MewPower is required 10 post o the Enran
sibsidians through Jan, 4, 2002, With the kwened financial abligatsans that it must make 1o
Emrgn, MgwPgwer Bediguac that it will hawve sufficient financial recgurces to sonduct its busingss in
thie mear tarm until i secures ﬂ'ﬂﬂ'ﬂ'"'lﬂ asset-based ﬂnann:ln-g.

Howayer, from Enran's perspectiyve, the lcsses assodated with HewPower (and, by the =ame token,
the lossies in water and broadband ] have contributed o & steady drop in its own stock price. The
rressage 1% clear: The businesss=s that Enron plunged inta as a way o diversify have tamied the
company a3 a whole. Fuerther, what some analysts percaived 85 brash hubrig on Enron's part hes
net franslated inte meatsurabile prafits, ard consequantly Wall Stresl has reacted by sending
Emran's stodk fa a laval that is about hatt of wheds it was 8 vear ago, The individual sectars that
Emron has pursued ara all unigue, but they sharg the commen denaominator of taking Enran away
from what was a successful core business. Further, they are similar in that Enron aggressively sunk
large sums of capital into new business Bnes far which it arguably had unrealistic expectations for
growth. The prablem with Enran’s bandwidth unit is that the company has faced an unanticipated
excess af fiber-aptic lines, which has prevented the demand for the divisan's services fram
materalizing as anticipated. The problem with Szurx, which has besn losing money since its
formation in 19498, is that privatization of the water sector has not materialized as quickly as Enron
and ather companies anticipated. In addition to these prablern areas, Enron also faces challenges
ralated 19 ils investments in India (where it is locked into 8 kegal battle with the state gowermment)
and Califarmia (fram which Earmen has veb to recedee full payment far previows power sales).

Im addition to the losses outlined in the 30 report, there are new ssues that are bresidng at the
start of this week. First, the SEC has requested that Enron provide infarmation regarding ®certain
related party transactions.” Mat mwch additional infarmation = presently avadlable about this
inguiry. Haweeer, it is probably conmected to sadier reparts about concerns related ta the dealings
af Enran™s Chiefl Finarcal Jfcer Andrew Fastow, who up ondil very recenthy bad ron & limited
poarinership that Boght assets from Enron. Ben Lay has sasd that Enroen will cooperate fully with
thie SEC'E request, In a separale develapment, several rmutual funds (ncleding AW Corstellation
that ancag held large pesRions in Enfn] kave either Buidated or redwded their PFIAings in the
company, which has furthar weakened Enron’s stock value, Partfdio managers of the mabual Tunds
hawe cited concerns about Enrcn’'s akility to balancs s raw busingesas #ith its core strangth as an
Energy trader,

The present challenge far Enron is to convince mvastors that the company remadns on solid ground
despite the lokses. Thus, Lay has baen guick (@ reftarats that garnings from the company''s snergy
and gac-pipelne business gog 20l streng. Furtbar, Lay cays thal the El"l-lrljl‘.'ﬂ- regaeried in The tyird
gquarter shauld e seen as a way Lo “chear away issies that have cleuded the perfasmance and
earnings potential of aur core energy busmesges.” Nevertheleds, the Ffactk remains Chat Enrea has
investad huge amounts of money loward its diversification «fTort, ardd in addition o waler and
breadband he company higs invesiad inla the gteal and gulp 80d pages seotars as wall. Thais,
several questicns ramain at this junckure, Arg the |oeset reparted in tha third quartar anly a
temporary setback for Enron that will clear the way for the company fo return to 2 primary foous
an its core business af energy trading? Or, will the losses continwe into the faurth guearter and
20027 Mowing forwerd, #ill Eriron ance again reshaps s business model end aliminate the vasaies
Birsaetdes b which investors hayve rescted e [han favorabiy? Only Lime will tell 32 thd Endustmy

[l W INDOWS Temparary 26 20 ntemel %2 0F e DL K300 1anmiele 2. him QIS 2002
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pantinues to watch the dewelopments ab Enron, which i clearly a8 cormpany in the midgt of anather
wawa of changa.

An archive list of previows Issuedlerts is available at
whanaLSciEnbech. com

Wi ancaurage owr readers o coni@act us with their commends, We foak farward fo hearing
from you. Mancy Spring

Reach thovsands of wtility anatysts and decision makers awery day, Your company can
schedule a sporsorship of Issusdiert by contacting Jane Palz . Advertising apportunities ane
alsy available on our 'Wabsite,

-

oo

Qur stalf is comprised of leading energy axperts with diversa backgrounds in utility
generation, transmission B distribistion, retail markats, new technalogles, LT, renewabie
anargy, reguiatory affairs, community relations and International issues. Contact
carsultingi@scientech.com ar call Mancy Spring at 1-505-244-7613.

SCIENTECH is pleased to provide you with yowr free, daily Issuediert, Let us know of we
can help you with in=dapth analyses or any pther SCIEMTECH Information prodweds. 1f you
would llkog ta refer 2 colleague ta recerve our free, daily Issuedlerts, please reply o this e-

mail and inciude their full name and 2-mail address or register directhy on our site.

[F you mg lenger wish o receive this daily e-mail, and you are curmently a ragistsnisd
subsoriber o Issueslert via SCIENTECHS website, please visit

Mg sacure. scientech.comfacoounty to unsubsoribe, Dtherwise, please send an e-mall to to
Lesuadlert, with "Daleta [4 Subkoription”™ In thie suhiect bne,

SCIENTECH'S seuedlerts™ are compited based on the independent analysis of SCIENTECH
ransuitants, The gpinlons expressed in SCIENTECH'S fssredlents are nod infended to predict
financia! performance of campanies dscussed, ar to be the basis for lnvestment decisians of
any kind. SCIENTECH'S sode purpose in prbiisfiing s fesuedlens i5 to offer an ingependent
perspective regardéng the key events oocuming m dhe energy mdwustry, based an @S long-
SfAnding reputakion a5 an expart an anargy MSUes.

Cappright 200, SCIENTECH, o AU rigiifs resended.
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WRHOO! FINANCE ) 5 Mip = -Frsrce Home - 14006 beh REUTERS

REUTERS P

P -.-'Hn-g far R

[ Latest Headlines | Warkel Overview | Mews Alers |

iomday Movember &, 12: 16 pm Easioen Time

‘Related Quote

. . ) . M 11,56 TR
Fitch cuts ratings on Enron debt deiarved 20 maas - disclame
Claxie Dans provided by RBewrs
(LEDATE: Aady derals, o J._El'l.lllnr.l' .'.I'Ir'rllu:{llll.llll':l Ii St Chualas

WEW YOREK, Nov 5 Rewters) - Fisch on Monday e e ralings on
the dehit of embaitled energy rader Enron Comp, (MYSE ERE - newce) and wamed that it may cut the
ratings xgain iM ke company does mol reduce ils debis, iCits trading besiness deieriorstes o if charges
cxoond present ostimabes.

ADVERT GE ME T
e, 1 O]1y'S Talimg action reflects the difficulties Enmon
sy i e foces an managmg 168 hguidily possiom 1o the Tess of
an exasi in invesior conldence,” Fiich sad

Fitch cal Howstoi-basad Eqren’s seniorn wnsaunad Gl
o EBBEB-mine" one potch above junk, from T BBR-
plus,” ils subordinmed debit 1o 7 BR® from O BRRY amd
12 CD=sFOR FREE - .- - ifs commercinl paper to - F3" from 7 FEL1" The raling

B

apency also downgrsded Enron’s prelomed gock 1o
B-plu’ from BEB-minus®

Fitch sand reducang debl and axtmg prohlam
baisinceace ane @ managpeEmenl prioricy, and if Enron is
N . 1002550, b campany's credit prafile will improve
" However, tho largeted iransacisons have varyimg
deprecs of excculson fak. particularly the devestiume of assele in emerping-mare counmes,” Fiich said

Frich's cut follows downgrades last week by Moody's Investors Service amnd Standard & Poor's. Enron's
shares have log moare than 6F percent m ks than a monih amid conoems ahoul Ninancial praciices il
tripeened am imvesipanion by the ULS, Securines ard Exehanps Comnvisgion

A& lasl Thursday cul Ermon's corparale credil and seinor unsecured debd ralings w  BHB,” twe

irsbches ahove junk stas, from BEB-phis® Moody's Investars Service Inst Monday ot Enron's senior
yinsascured debt o " Bapl.” reep nogches ahove junk, from " "Haal ®

Dovwnizrades coukl make i wougher for Enrom o isses debd and ren is day-to-day hesiness if fellow
marketers and rnders demard more collateral.

hutpes e, yabe Lode 0T T HERSIS200ELE L himl 1175000
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Yiahoo - Filch culs ralings on Enrom deht Page 2 af 2
Emron limed up 51 hillion of new credil last week s may still bave o sell assels 10 bead offa credil
aquie e and reston: investor canfidence, scconling 1o invesiment bankers,

Ln 115 1hird-guesrter results repo [as) month, Enron said it expecied over a hallion dellars of write-offs
related] o souwred invesuments. I algo armosinced an extra $1.2 ballion wrie-down of shareholder eguity

related o imvestmenis thal were nol reeorded an its balanee sheet,

Evran's én.4 percenl nobes doue in 2006, b at gbout BD cents om the dollar a week 2ge, were bid al T3
cenls on the dollar on Monday, 2 strategess saud,

Ermon shares were up 40 cents, or 155 percent, at 51167 i madday trade on the Mew Yook Stock
Exchangs. The shares have been in free-fall for two weeks.

Email thiz sioey - Mod-cmaled amicles - Most-veewed arscles

More Cruotes and Mews: Enron Corpe {RYSE: D NE - news)
Helated News Cotegories: oil'encrgy. LS Market Mews, alilities

| — Sesrch Mews ||

m—— o — - -1 i s sEmaE Em CEEmEEEs R SEEE o SR e e s dm oo o

g @0 2001 Fahen® Inc. &0 sphts mese~ved . Privecy Pokoy - Tarms of Ssrdca
Cua sy AT Mg bers Lrmdad . & gt in e Ml ze biicst on o nediietrbod oo o2l Ases poribati B agraeedy prohdees] atcad e preas aTen
coraEni of Masies Fourom. sl nat e labis b S S0 20 dEUE T DR R OF B BRI LEHERT W MRS IRETRDE

Chesdord o Commeiie™

htp: bz, vahoa. comdrf ] 1105052618121 himl IRFLTLITE
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Home Top Stores Eas e Tach Foliics Waord Local Enderfainmant Spots Op'Ed Sesrcs Heali Ful |
Business - Reuters - wpaied 10 06 A0 ET Now 5 @

Reubers | AF | The Mew York Times | Mobey Fool | TheSheetoom | O'ideos | Fomoesoom | More .
Thursday November 1 9:51 PNV ET

Enron Lines Up Cash to Soothe Wall Frelate Quales
i 47 11K
StrEEt LEIEA, L I L
"F=E 038 El |2 uz
Audioividan By leil Franks M 1o {Lh
. FAE 12.01 17
Enrgan pris %1 hilliow ) 1% 137 BY S5
in fimansing - HOUSTON [Reuters) - Enron Com,, GAP SNl 105 4R 14
W24 gathiering money to soothe a worried Wall  Kaspag (T893 <8150

sireel, hioed up 51 Billson of new credil on I_'
Thursday, then saw its credit rating cod for & second time thas week
a5 the nation's largest emergy trader strugalad o resione insestar Gal Chichedg |

confidence shaken by questionohlks financial transactions. defayed 20 muns - disclmes
Shares in the Houston-based company, whose dealings are under investiganion by the LS,
Securitics and Exchange Commisgion (news - web sites), umbled 51,91, or 13,7 percem. i
51159 as the markel comtinued a two-wedk-long pammeling of the siock.

AL issue are aff-lhe-halamce sheel deals with limited paninerships, run by then-chief financial
afficer Andrew Fastow, which contnbuled 1o a $1 ballion charge againsi third quarier eamings
ardl a 51.2 billbon reduction in sharehokler equity annoumced on Ot 16, Angry Invesions sgy
Enron has mat fully explained ibe imnsacisons or whether i faces more liahilidies

The company, teking the tack that an having abundance of mosey available would case feans
abame s firancial stakdlive, said on Thorsday il god &1 billion in credin lines from 1P, Morgan
Chase & Co (MYSEJPM - nows) anid Salomon Smith Bamey Inc., the investment banking arm
of Citigroup Incd WY SE - news)

The pew credit, which comes on 1op of 3.3 bilbos in bnes that Enron (NYSE:LRE < nows)
fappod last week, camse wiih lbe proviso thad the company’s gas and pipeline assets be pud up as

collateral, & messure usually reserved for s with * junk™ credat ratings. .‘
Al LAY FEARS B
Anil

Hui a groieful Ken Lay, Enron's chaimman and chicl executive, thanked the two Wall Streel
insifutions for their support and s the crodit imfusion should help allay invesiors' fears.

TWe very much approciane the sugipar af twa of car long-standing banking panners,” he csaid in
s stgiement, " With more than £1 hillion in cash currently on our halance sheei. this additional

hatp: e by s, vahoo.coma iy mm 2000 1101 Se'energy_enron_de 2 him| 11/5701
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Ermron Lines Up Cash 1o Soothe Wall Stroct Page 2 of 4

credit eapacily will further solidify Ermon's sianding as the leading mariket maker in wholesale
cnergy markets.”

Thez gooud mews was tempered later in the day by Standard & Poor's armouncement that i had

cut Enran's credil mting and could do so again if the situalion worsens.

The pating agency cut Enron's conporate credil and senior unsecuresd debl ratings to " BBR," twa
nolches above junk status, from " BRB-plies,” ite subordinaved dehit rating 10 7 BRE-avinus”

from TBBEB,” and ils commercial paper rbing w0 " A3 from " A-2"
i
[1 also downgrded rotings for several Enrom share trusts

Downgrades could make 0 harder for Enron (o issee debd and nem s day-io-day hesiness as
fellaw markelers and iraders demamd maore cellateral. 11 the matings fall o junk, or below
irvestment-grade, Enran could he [oroed o issuc more shares, analysis sl

S&P zaid 0 cui the ratings because of guestions shral whether Enren was taking sufficient
action (o fully restore s credil gualkity.

U Thee company's financial Aexibility has contineed ba diminish. This crisis of investor
conlidence can be raced . direcily o the company’s mabality 1 calm investors thal a05e unsun
ahoul the strength of Enron's cone energy marketing buginess and the viability of the company’s
plan e mestong its eradit profike,” i said.

FULL DISCLOSURE

“A full, frank disclosure and discussion of the business amd fmancial isswes facing e company

and s plans wo sddness Them will be peeessary before mvestors will be able w confidently
evaluate the merits of investing in Enmon securities,” the agency adided.

S& P neventheless sald Enron's liguidity pesition is "sdeguate” 10 see the company through its
currend prablems and that Enren was unlikely to sez its position as the industry's top energy
markeler crulangered s long as it operaled imnsparemly,

Tha blanlay, Mai=l's Inveslors Sorvice cial Eorem's koig-lemm dehl 1o 7 Baad." alae o ihlebes
ghove junk, and warned it may cul that rating and Enron's ' Prime-2" commiercial paper rating.

Erman was o 2 Wall Street darling lauded for ite ability o ereate new [neemel-finsed
ocommadity markets ihat produced soaring profits and a stock price thal seemed 1o defy gravity.

But sethacks in #s bandwidth busingss and overseas investmenis, plus problems arising from the
LCalifomia power crsis bt its do-no-arnong image. Ard in August, mer Chief Executive Jeff
Skilting shocked the financial world by resigming after just six months on the job, ciling
personal reasans.

The sieck, whose year-high was 384, began to sink, then fell ofT 8 ¢liff after the company's Oct.
L6 armoancement. That day, shares clesed ar $33.84,

Trying 10 share up i1s credibility, Enmon replaced Fastow last week with another Enron
gxnecutive, Jeff Mediahan

hetp: ! daaly nesws, vaheso, comy ' nm/ 2000 1 |01 hsenergy_ermon_de 2. lnml L 1/50
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Enron Lings Up Cash e Soothe Wall Siect Page 3 of 4

The company said an Wednesday an SEC infonmal inguiry” begun Oel. 22 hsd become a
formal investigation, pessibly indicating regalavors did ot like shat they bd seen. It clkeced

Universaly of Texas bew schoal dean William Powers (o the baard of directors and pud him im
charge of an mbemal probe mia the deals.

Diespile all the had news of recent weeks, Enron said on Thursday ils core husiness of energy
traling was goang strong,

Enrvn spofkesman Enc Thode said transactions on lhe Housion-hased company's widely
wtched Intermet EnfonDinling svatom wen: averaging some 53 billion 1o 54 ballion a day, up
froom & 30-day average of 52,5 billion.

Enrea 15 by far the nabon™s largest natural gas and electricity trader, with indusiry analysts
estimating i is invelvead in some 15 percenl of daly rade in those markets.
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WLH"AHEEPN Sigg Map red - Fingncs Homa - Yahoo! - Help REUTERS
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[ Latest Headlimes | Market Overoow | Mows Alerls |

sumday Movembser 4, 4:54 pm Eastern Time Related Guote !
. . » EME i1.0 HLiE
Enron could be forced into major asset delayed 20 mins - dischaimer
53'5‘5 Dunie gl provided by Beaoeys
| (8] Cales

By Arirulam Map

NEW YORE., Moy 2 (Rewlers) - Sinrggling encrey gianl Enmon Corp. {MYSE:ERD = o s may have o
gl povver planes, pipelines and even same of iis ciergy Mading &5seis &5 11 seeks 10 head olT & credin
crunch amd restore investor conbidence, investiment bankers said,

AT ERTGEMENT
While Howstom-hased Enrea lined wp 51 billion of pea
credin last Thuarsday, it still suffered a second credit
raling cul amul concerns aboul quesisorahle financial
Iransacivans thal have ingpered an invesigaion by the
LLS. Securities and Exchange Conmmasaion.

The delemoraling pacture, meluding o drop of almas

O paercent 1n s dhsine prose 16 1288 than a meath, s

close watchers of the company saying it will prohably
have i hreak dtselTapif 5 is io stay independent.

It wiill hanve 10 refpcus on its core strengihs and ge
auf of ather bosinesses,” said one invesiment banker
close 1o Enromn.

There 15 also U pessatnliy of & full bad G the company grven i market valws hasg now sunk @ ks
than 5% billsor. O Semday, Brolaun's Independent reporied 1hal enargy granl Royal DulchShell Group
e from Vabon ' $0 & feolmad] SHEL L | fnay nsdiml a0 S11 hillson bad Tor Enren

Sinll, minsi hinnkers think sach an CIpOTIENIE el as pnlikely prven ||'|,,'-.||,|.I.':1-illl:'\-"|5. hamging over Enron's
halance sheel

Draring sts third-quaster results announcement kst manth, the company sald i1 expected over a billion
dallars of wrileolTs relaed 1o several soured v cammenis, including broadband commumications and

waler utility mteresis

I alzo apneaneed an exira 512 killion writedoon of sharcholder equity related to invesiments thal were

g Uiz, wahoso, com' e 1 10423502871 Ribm) 114511
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Yahoo « Enmon could he forced into major assel sales Page 2 af 4

noi recorded an itk halamcs shest,

The hig challenge Enron now faces is 1o decide whal assees i could sell firsn and win i the best
possible price il can acheeve from them, the bankers said,

VIn terms of ¢lassic corporale Amance, the guestion they slsoukl &k 1s: 'Dho 1 gl enough money thal
represenis equity?™ said Alan MeFarlard, a Wall Sireet veteran and co-founder of merchar hank
M Farland Dewey & Cao,

Erran's fulure i sill hikeky ta lie inits wholesale energy imading operations — with an avernge frsding
volume of up w0 510 Bllion a day — which bankers say comprise 60 percent to 65 percent of the value of
thee whale group.

CIRC Markeis eerimates the assci-per-shang valuabon of this business 1o be around 524 out of a total of
ahoul 538 of asseis per Enron share,

The company's known [sabalilies are peoged ol 512 per share by CTRC, thowgh given the uncenainy
aver the off-balance sheet iransaciions, this 12 the anca mast in guestion on Wall Street as shown by a
share price that ended Tast week m 501,37,

WHAT CAN BE SOLD FIRST?
Al the fop of the lenof lkely assel sales is s 65 percent of Dabhol Power Company, which controls 2

power progect in the western Indian state of Maharsshira, Altogether, Ennan's assets in the company ane
exlmmaliod 1o he warth S8 million, analvsis said

Enroan is currently talking 1o 1w local plavers in Indea -- BSES Lid and Tata Power Lid - gboul a sale
of the stake, a deal that was in the works well before the recent ensis of confidence.

The company is alse likely to consider selling fis gas pipefine and transportation business, which include
25 000 mubes of gas pipes crisscrossing the United Staes

" That coukd fetch up to 54 hillion,” says John Cileon, analvst st Houston-based investment bank Sanders
Muorms Harris.

This basiness has shoown an aversge anmual profic growth of 18 percent to 2 pereent in recent years and
inchades mainly the Norihemn Beeder Pipeline Company, Transwesiern, Florida Gas Transmission, amd
ECTT Emeray

Erankers say finding a buyer for what was once Enron's crown jewels would nat be a problem, with
companies such as El Paso (Y SE-EFG - nows), Willkans Cos, (NYSEWMB - news), amd Duke
Energy ANYSE:DLE - news) always on the lookeut for such sssets.

[Heon cstomates that buyers for these assels would bave 1o assume 51 billion of related dehis.

Indeed, Enrom began offloading some asseis hefore the current prohlems bocame so promounced, selling
s Parfland Geteral Eleclme unit for 3128 lillian 1o Morthwest Nalural Gas Co, (NYSE:XWHN - news) as
it began the process of cleaning wp i3 balance shecl.

Aldso in line for sale, analysts say, would be pieces of e international operations, which could cagily

hilp: iz, vahoo,comd rE0] 110802350287 1. lvml 11,501
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letch Enman sboul 36,5 billwn.

These assels include poweer plants ard transpostaison services in Brazil, Argenbina, Awstralia, and also
Eurape. Collectvely, they are contribuling an average of 13 percent relams on eguity for Enrom and op
1o ST mailleom of armisal camings

WHEN WILL IT NEED THE CASH?

Zome industry analysts say that if Enmon's financial crisis worsens and rating agencies cominwe io
dowmgraide the company's debd, 1t may even lake a close book al its trading husimesses.

U irvestment banker said the company shauld be able 1o get rid of its intemational imding and nons
energy commodiy trading operations, which aceount lor ghoul a quarter of its todal rading revenues, al
n reasomably good price

Enram 15 1he lsading player im the LK's spod gas irading market, and s al=o a leader i liberalizing
glectricity and pas markers in mainland Eurcpe. It also has some metals, coal, forest products and steel
trading interests,

However, somse analysis quesbion whetber a break-up of Enron could deminigh the vales of the sssets.

Ve whale docs add gyt more than the sum-of-the paris,” says Ed Krapels, a consultant with ESAL a
Bosicn independent research O specializing im energy irading.

Mozt are abio in the dark regarding the timing of Enron's meed for cash

The spocd of any assel sales program will depend on how msch Enron's customers and onodibors squeess
e encrgy riding g

“"Further detenioration in Enron's share price and credit stamding would require Enron 1o post rger cash
deposits wilth many of i3 coumerpartics.” savs Krapeh,

I1 e demands for cash deposing surge, then Enran could be forced imlo a fine sale rather (han a slower
snd more deliberate offlosding of certan assers.

V" The achlnisomal depositl reguiremnent could exceed Enron's credit hines and the schedube al whech i can
sell agsels 10 raise cagh,” Krapels said.

Eimall this stoey - Most-cinalled amickes - Most-vhewed amicles

More Quotes and Fews: Enman Carp (MY SE:FNE = news)
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ax cifing changes

| Luvest Headlines | Market Cverview | MNews Alers |

Monday November &, 4:02 am Fasterin Time

Ralatad Quota
ERE 1195 +IES

Enron’s India lenders to discuss 52.9 bin baverd 1 e i
Pr"j "."'."t Clucte [ata proended B Beuiers

[ GetQuctes |
BOMBAY ., Mov 5 (Reuters) « Lenders so an Indian power pland that is s——l
map - piad By rsubicd Encom Comg (INYSE=E™E - pow sh will medt in Smgapore with 1he LS.
clrery Rrant o dsciess he 5259 hillwon progect, o banking source sad on hMomday.

G R TR T

Houstom-based Enrom 1s secking 1o head ofTa credit
4 DVD E crurnch ard restons investor coihdence, damazed afler

s corglin rannE was cul and LS, aumlonnes began

FOR 4 9 ¢ invesligaling its financial lransactions
B

phe: shipping b herciing The mesting in Singapore this weskend will examine
eefTers that two Indion companics have put forsand 1o
buy Enron's 65 percent stake tn Dabbal Power
Carmnpany (PO, whonch @ busldig the combmyersial
proecl, thé bainking feuic ol Xeulcis

Thee mzeting ikl gauze the nteres) of the twae
Righiders, ™ fhe se0rse sasd

cintvd com from Colismbis Holuss

Enron has been i 1alks with Tata Powor | Tidi's
largest povale electmicity frm, and BSES Lid about selling ihe stake, @ deal in the works well hefore the
Fecent crsis o conlalemnos
BSES and Tata Power officials were ol immediately available for somment.

Enron's assets in Dabhol ane estimated 1o be worth S8T0 millson, analyss sasd.

WHO BLIME: FIRSET

It is a matter ol who hlinks first.” said one banker amiliar with ibe negotiations. " But gaven Enmon's
riecend rauhbles, we gxpect them o soll & a subscambal diseoume”

Sowrces 21 the kending bamks wold Beuters Enrom was salling to sell s holdimg i Dabbal Power a a 14
13 persenl descomiiv

higp=thiz yahopcam/r i 1105 bom2 %1743 1. iml | 155HE

0020000000057 7



Yahaoo - Enman's [ndin kenders ta discuss 52,9 bin prajecs Page 2af 2

Am Erran spokesman said he was anghle fo comiment,

But in Augiest, Houston-based Enron said i1 and vis foreign pansers wene resdy 10 sell their stakes in
Drabhol for no less dhan 1.0 billion, an oroeni said o be sufficieni do oover ibeir costs amd direct

financial imvesimenl i the progecl.

Enron's deteriorating position, including a drop of almost 70 percent it is share price in less than o
miiwih, has close walchers of the company saying i1 will probably have to break iis=10 wp of it is bo stay
independen,

Amalysts say that while Enran hod lined up 51 hillien in credit loast Thursday, it may have o szl poseer
plants, pipelmes and some ol i energy irsding assets. The company coukd ales be the object ol a
takgover bid,

BITTER DISFLTE

The first phase of the comtroverssal 2,154 MW Dabhel Power Plam, Indio’s bargest fonsign direel
investimend, has been complored. But work an the sesomd phase was shruptly stopped i June following
g bitter digpute hetween Enran snd the plant's sole buyer. & loss-making Indian otilivy.

Thi mechmyg 1a Singapore will take place a few days belare the expiry of Enron's six-month noboe 1o e
urility expressing its intention 1w weminats the power purchase agreement,

This contract govems the werms of the sabe of power by Dabhol o the state-run Maharashica State
Electricity Board (MSER], the nearly bankrupt power distribution moneply in the state where the plamt

is locaicid.

Adier Movember 19, Enren will be enibed - under the terms of the coniract -- w0 submit the dispute o
hinding arbatration by the Intcmateone] Court of Arhitrafion in Londaon

LLA. conglomersie General Ebasnic WY SEGE - mews) and consinsction firm Bechiel Corp each oamn 1
percent in the project, with the remainimg 13 percent held by MSER.

Email this story - Most-emailed articles - Most-viewed ariscles

Mere Quotes and News: Enron Corp (MYSE ESE - neas)
Helated Mews Categories: oilenergy, US Market News, unalities
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I Lotest Heodlires | Market Cheerview | News Alens |

Monday November &, 102059 am Estrs Tios

Related Quotes
. ENE 1194 s
Enron to Exit India Power Project aOF BET LTI
e layed 200 mire: - diaciaimer
Enron's Pawer Company in India Makes First Formal Quees Dam provided by Reuters
Step Toward Leaving 32,3 Billion Project | Gat Quolas

WEW DELHL India (AP - Enron Cerpls (Y 5E:EMNE = oew <) Dabbel Power Project has served an
gapt ransfer potice w118 sole customer, The Mabarashira State Electncily Board, the [ire fommal dep
ipward fhe UL, enerpy company's exi frome b $2.3 Billbon projeci

Tl nidtice slarms the valuaison process of assels of the Dabhol Power Co., Enron sad 1n a stalement

Mlomday

Enmon's decision el cama afler a prodonged payment dispute with the clectinaly boand, the
Bovermimeit o ead ALY l."I"'II|I|JI].' IEval FTEE By peraT fram the [akhol Pl Bt B Enron halds 65 L% e i
siake in the project, the higgest ever foreign invesiment inothe courry,

The dispuie forced the Howston-hased company o shat aperation of Dalshol plam in May,

“The wransler netice . i8 necessary 1o prodeet the mkenest of Dabhol's sponsors, kenders and oller slake
hekders,” the compuany saement said

Ceenernl Electric Co, and Bechiel Group Inc., of the United States hold 10 percamt stake cach in the
COTany.

Enron has gowe 1o 0 Londen court Tor intemational arbstration, but says il would prefiemred a negotialed
seltlemend with the fedieral govesniment and the governmend of wesiern Maharashira siate.

The company sill prefers & negotiaied purchase of the project by the Indian govemment and [ndian tenm
kenifing: banfics which have Rinded the equidy of foreign sponsors, the siatement sid

“However, engaing discussions betwesn DFC and the government of [ndia are vielding no sigmficam
progress” 1he slalement said,

Thas has foreed the commpany to serve the asser tramsfer notees, which will lead 1o final termination of the
pivver purchnse agreement wiih the federal govermment and the Mohamshira staie, and ultimate recovery
af demages cansed 1o Enron, the statement added.

Email this sipry - Mosi-conailed artiches - Most-vieood articles

Mare Quotes = Enmon Corp {MYSEENE - new <)
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Reuters Foundation EH'-_‘I;""LIE'E 'r
AlDfund for AMERICA  onune & l':i i

| Laresr Hedhmes blarked Omerview | Mews Abens

Monday November 5, 2:26 am Easiern Tome mﬂ ro— —=
Hal | 10,5 =1 )
Enron made 335 mln purchase from co ram § o dislpes
by officer -WS. | Cuote Dan provided by Rewier
. i —  Gel Qusles

NMNEW YORE. Bov i Bealersi - Enron L.\.I!-l'l'l (MYSE- LML - mows)
rmade & 535 mallion purchase from an entdity run hy a company officer. rasing wew gquesiions aboui
finarcial dealings with its managensent, the Wall Strect Joumal reported i online eddion an
Slomday.

ADWERTISE WENT
The repon comcs as the fommer Wall Street lagh flver
faces & full-scale probe by LLS. regulators ingo
guestionable financial dealmgs amd 28 the company’s
market value has fallen by more than 517 billion in
bogs Lk throo wosss

The Jowmal said the Enron ofTicer myvolved in the
trimsaction was Mechacl Kopper, a former managing
direciar o 1he company’s Enran Morth Aamerica anel,

andl that 1the company recsiving the money was
_EH_!_[W_“EME HEH FI.IJIIl:I:I Chewco [nvestments LP.

L EU0K FOR DETAILS :}' It said that Eopper was an associais of Amdrew
Fastow, the compary's formeer chiel financial officer
whio s Bees linked v iransaciidns noew urkler

investigalion by govermmeml regulalors
In 1995, the two set up a povale parnership kiown a8 LIM2 Co-Investmient LP, which was involved 1in
bBallicms of dodlars o TransswisE walh Enrcn, aee |,:||,'iI=_.; I |'|ri'. .-I'.'_'-|1.II'I.I1|.'r!-.'."Ii|.'I documents and coenpdny

SEC Rlings, the paper said

Cheneea
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Critics Take Aim at Enron's Board Related Quotes
I 127.E2 4 1un
By Dhewpa Babanglom Enk L e
TP = 1301 S A
R . . RP S [ [ L
?'-:_E:'-". YUORK (Rewers) - The makcup ard waorkings of the board  paspag 1787200 420 4k
of Enpon Corp, (Y SEESE - nows) sugzest thal the slumnmangg fall - TliA, LR R R B
from grace of the encrgy troding plant may have boen an secidem F=E "-:_: Br 4141k
(L) .|i'_i|'|!l_' O NAPEEN, SOPEaraie B Ernamnce Cxperls aAaid SN 3.0 Ll
Ae ||:..;-:=:_4,|.-_-. COH G B Lrips |-.|'.I| ore Lhan ':-I._'.I=-:-I.|l.'-1| m et Cluntes
sharchabder wealih Einpped froem the company™s market valuc im . -
less than three weeks, a lack of pversighi is seen by some us delyed 20 nains - disclainics

having plaved no small part i Enson's saoes.

Fhe largesi enerey irading company in Morb Americe is mdred in 2 crisis tha mighi hove been
averied, or miligated. if the board had heen mare vigilani and less open to dominance by a
groiap of longienss directons, they s

“Whossver s up the boand was not making 11 easy for it 1o prevent the kind of problems (hey're
iglwtimp wight noae,™ said Bl Misow, editor of business reseanch praup The Corporats Labrary,
which does extensive comparaie govemance wark and prihers and analvess informatdion an
bianls drean proccy Hlings

I b sl ek, LLS. regulitors Taunched a full-szaly probe ino guestionable fnancial
cransactions by the company, two credic ageneies cut tsedr ralings on Ensan del, amd executives
Irying te restore inwestan conbdence wons unable to halt a sock plunge.

Critics paiml 1o 8 core groap of long-timers whe were in o posaisen 1o dominale beard mestings,

ardl mewer members whio hod 2lmosi ne finarcial sizke in the fimm, and therefore less reason ta .‘
b concemed aboal 2 tembling share price. Together, both blocks of dinclars pamt ihe peciung

ol a company thi was veaded for (roishle. EXEETR anicl

Bl

. |

Inssder trieding Sratisigs showing el M SEecutives at b Hoiglen-hassd firm snld |I-.'|=:| slakes AN
i Enron aver the past wear were anaiher had sign, wanming, as they mighi have, that the sellors

lacked confidence in Enren's fiure, they cad .
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Critics Take Aim a1 Enron's Board Page 2af 4

Enron's recent sineggles mainly stem from off-halance-sheel financing tramsactions fnked 1
formier CFO Andrew Fastow. Those fmancing deals, which mvolved parinerships amd complex
chzals mol ally undiersbood by investors, Inggered a full-blown invesigalmn by the U5,
Securitics and Exchange Commission (news - web sitesh

Enron aaye that o8 board approved the iransocioms asd was kepl fully informed, bal ermes
hardby find thei reassuring,

“What happemad al Enson is just 8 becakdown in itemal comtrols,” said Ralph Ward, publishcr
af the Boardroom Insider, an online newsbetier, V' 1M they (the board b did know, then they are in
really hig erowhle®

BREAKDOWN OF INTERNAL CONTROLS

Though Islame may ned fully rest with the boand, ¢ritics sk why the directors did pot 1ake a
chaser look af the deals,

VI they frumd no probleme with these deals, i kird of asks vou what sorm of jedpemem they
hiadd,"” said Pt Moliwm, vice president of Institutional Shareholder Services, which advises

majoar mstitutional invesiors om comporate governance. “That's tbe saddest soenano.”

The composition of Enron’s baard offers insight an its independence and oversight. Low stock
cwnership some direclors had in Enmon is the most siriking aspect, said Ric barshall, chicf
exvtulive of The Cocporate Library.

flany companies reguine \heir direclors toown a minimuem amount of stock o ensure Lhey have
a peeraonal imerest in the fem's performance — just hike sharchalders, For example, o1l refiner
and marketer Sunoce Inc. (WYSESUMN - news) expects directors fo own alsowt $2.320,000 of
sinck, and allows them Nve years 1o socumulzie oosiake equivalent o the reguined dallar value.

According to Enron's proxy statement in March, director Paule Ferraz Percira, a Brazilian (news
< weh siles) banker, did not oon any siock in the firm, theagh he held 3,195 aptions, and feur
other Enrom directors held fewer than 30K common shares each excluding options.

Werdy Gramm, apather director who formierly headed the LS Commesdity Futures Truding
Corniniagson, ciled a conflset of inerest for nod receiving Enron stock oplions in 2000,

YAl of these pesple ane saymig: "We're on this baard, Bul we'ne mol invesing in ™ s

Rfarshall, ihe head of The Carporaie Library, " There™s no way ihose direcions are geing o @ke

the same mnterest in the well-being ol the company a5 those who have therr own money oa the
lime."

Academie ressarch has repeatedly shown that stock ownershap and a firm's performance are
eronply releted, MeUiwm, the execulive & lisbiisoisal Shkamebalder Services., said

LOMG-TIME DIRECTORS

O the othser hand, six direetors whe have been on the boand for a1 beast 16 years, are ameng
those with a gizable stake inthe firm, Marshall said. For example, Belee 061 & Gas Corp.
(MYSEBOHT - newes) Chairman Robert Belfer, who has been on Enron's board 1 vears, avwmd

hitpeidai lvnevs, yahoo,com i 20011088 utilites enren_ board de_ 1 himl 115501

Q0200000000582



Critics Take Aim 2 Enron's Fosrd Page 3 of 4

more than & milben common shares al the time of the Manch proxy filing.

Huch kngevity om the board combined with voting power may have allowed o groug 1o
clomnate meatings wilhoal emuagh vigilance from the other oulside direciors, karshall said.

Finally, the baard, which had |7 menvhers lns sear and 14 corrently, may have heen hloaabed,
sy cxperts. The ideal sive of a board is belween eight and 10, they sasd.

"It may indicate that the board may not be doken seriously -- more like 8 favor to semebaody,”
said B. Espen Eckbo, direclor of the Center for Corporate Governance al Dadmouth College.
CRewemleen 15 moee hEe a challing club”

Fuarther, one of the direciors, Hong-Eong based Bormie Chan, chairman of ithe Hang Lung
Grroup, missed morg lan 25 pereent of 18 meelings, according to a proxy [iling.

INSIDER TRAIMNG REVEALING

The valumi o trding by msiders in the Lt year is alse a wormying sign for myvestars, sad
Jackie Cook, an independent consultant who does comporile governance researche

For cxamiple, in the past 12 monibs, Chairman Kennelth Lay sold about 534 million waorch of
gk i Forrnier CEO Jeff Skalling sold 5275 mallion, acconding to her caboulstions.

VU They've actually sold a hell of a kot” she said. * Insider fradimg is an impariani signal for
investor, It ghows the level of conlidence thase with the best knowledee of the firm have in the
firm."

To be sure, Erron has 1aken steps to restone conlidence by appointing University of Texas dean
William Powers Jr. #e the hoard and named hin 1o head & special committes 1o examine the
company's dealings

Wheon asked shout the board's mdependence and oversight, a company spokeswoman said 1he

commillee would have the power o take action, incliding disciplinary acticn, aver the relaied-
PRIFTY LEan ERCTIOnS,

Bul 1he boarnd has a lemg way to go befone it can clear ils name, say cxperis.

In a sign the pressure is hilding for changes on the hoard, the labor union umbrella group AFL-
T, whech spoms=ors benofil Funds that hold an estimated 3.1 million Enmon shanes, urged the
o 1o adopt a aireter delimvon of dimector independence and disclose director conflicls of
independenc:

“Clearly this ensis does ranse 2 lol of ssses about the mdependence ol the baand," MeGurm
gl AN ome way or the other, a1 the end of the day, there's going be some changes at the
haimird

[ Additeanal repariing bw Col Blankowskip
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Once-Mighty Enron Strains Under Related Quates &
- 1A HRM -lasn ADE
S:rutm} SKP S L0M4ED 214K
KASDAG  LGBS.TS  -3377
By ALEX BERENFON and RMCTLARI 4. (APPEL Jr. Tiw New Fork Tom “PsE 5239 11
ENE 165 -lh
. ; X el Lok
Ar thie heglnning of this year, the Enron Corporation Ho
INYSE:ENE - news) appeared unstoppatle, Now the nergy | 1
company's stock is plunging, and gquestions about its finances Gl Cunhes | Ca

fAre -Il:llrllint.
defaved 20 mms - disclaimer

The Netii ﬂm-k imes 15 ime running out for Enron?

= Wiy Jed Conirsst = 5 - . . i
Bessr 1oy | cack hesvert Al the heginning of this year, the Enron Corporation, the world's

dommmant energy trader, appearcd urstoppable, The company’s
’ Erﬁn.;‘L?nmEgmny decade-lang effort 1o persuade lowmakers to deregulate electnicity

« For more news, wisif e Markets had sicoooded rom Califome 1o New York. 18 tes 1o e

Busness Sechon Bush administraticn assuned that its views would be heard in
+ Gt DoalBook, A daily Washimgton. [s sabss, profils and stock were sganng,
emall dupest of cof paate iniks
T neras Dl ook And under the leadership of Jeffrey K. Skilling, its chiel executive, i
Samrrh MY THTeE oM Enmm's arropance had grosam even more quickly

| The company, hased in Housson, deipped contempt for e
[Past 30 Days =] Go | regulators and consumer groups that stood between it and fully M=

dersiblatad warkets foe lecindily, waler amil everythmg ¢lse. 1}5-[;’:
Everyane would win under derggalation, Enrom said especially its I

shareholders, whose siock would soar as the company prafited from creatmg new markets.

"We are on the side of angels,” Mr. Skilling eaid in March, dismssing those who sew the
company as a pmhbecr in Califormaa’s encrgy cnsis. "People want 10 have open, competitive B
markeis. They want foir competition, 15 the Amencan way,” |

Bait less than & year loier, cverybody seems to bave bosd, especially Enron's invesiors. Enwon's S
stock is plunging., and questions #hoal iis finances ane mauniing,.

Rome experts in the encrgy indusiry worry that if the crisis at 1he company worsens, trading in
natural gas @nd clectmeity coukd b srrausly digraplod and energy prices could grow mang

hatp:idailynews. yahoo comvh/nyl 20000 10268 (he'onoe-mighty_enran_strains_under_scrutiny_... D3R
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valatile. In a worst-case outlook, Enran could became the 20010 version of Long-Term Capital
Management, the huge hedge furd whese collapse roiled financial markets during the fall of
1942, Fnron's shares have fallen more than 80 percend this year, erasing 530 billion in
sharcholder value.

Enron closed an Friday at 51540, deovw 95 conis, after hitting o 52-weelk bow of 51504 earlier
i Uhe day,

The future of electrichty dercgulation 5s in doubt, thanks & blackouts and soaring power prices
in Califarmia earlier this vear & erisig that ended only when thn state contradicted dercpulation’s
basic tenels by mbervendng decply in the power markest, Enron's efforis io becoms A pmﬁl:-
msking wialir supplicr and e create a new market in brosdband communications capacity have
heen expensive failares. [n Augus, Mre. Silling quit, fercmg Kermeth L. Lay, his predecessar
as chief executive gnd still Enron's chairman, e resume day-to-day control of the conpany.

The company declined 10 make sensor executives, includimg kr, Lav, availahbe for conmsent,
and sskexd that questions be submdtted i woting. Mr. Skilling coold not be reachsd.

Enran's problems boiled aver carlicr this month, when it disclosed that its sharehalders’ eguity,
a measure of the company's valus, droppsd by 51.2 Ballion in the last quarier because of a deal
disclosd enly very hazily in Enron's regualar financial statements, The Secwrities and Exchange
Commission is losking 1k the company's financial reporting, and same invesiors quesiion
whether Enrom has oversiated profits o ns poomary business of trading electricily and nstural
Eas.

THE slump in the company's shares sceelerated afber Ermon revealed the fall in iis shareholders'
equity. On Wednesday, the company foreed o 01s chiel fimancial oicer, Andrew 5. Fasiow,
who is al the center of the condroversy over Enron's confusing linances. The company, which
I WA s dgo seemed to be neaping ballions of dollars from Califomia's energy erisis, today
faces o poteniial cash cranch.

The surprise about sharehohler equaty inflamed investars' smoldering concem about Enron's
apague financial statements. Now, with Wall Street analysts and band-rating agencies
demanding moere information abeul tbe complex transactions that have fugled the company's
profits, Enron has been reduced to issuimg news releases assuring investors that it has adoquate
access Lo cash.

Enrom dais nod appear to be in immediabe danger of minmning oot of cash, O Thursday, the
company drew down o 533 ballion credit lme 1f had previously arrangsd with a group of banks
bl by Citigroup and J. P, Moergan Chige, whach have cach exterided o least 2400 million. Bt
bocans: of Enron’s impoctance in the natural gas and ebeciricity markets, industry experis say
that any problem 21 the company could disnapt energy rading pationwide.

The supply of natural gas and electricity would probably not be affected even if the company
failed, becase Enron is mamly a trasder, rather than a producer, of energy. But a crosis al the
compiny might incresse the volsti ity of encrgy prices, which have swung wibdly in the last

VT,

Maibip K. Yerleger Ir. an energy- markels economisl, emphasized ibai be thought Enron would
survive this crisie. But he said it was sot ¢lear what wouald happen if Enron ram out of cash or if

hutp-'dailynews yahoo.comMnyr 2001 102803 onee-mighty enron_siraing under sersting ... 13001
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iraders that use thi company's EnmonOnline [ntomel tradmg nsarkelplace defaubed on thei
obligations.

"Wou suddenly have all these posilisors they have taken an there are Ihey good™ Are the finm's
hedges good™ Whats the situation ™ Mre Verleger sand. "I08 got everyone seansd.”

In the shaart run, Enron's credil rating may be ils biggest problem. 10 ibe company's ralmyg falls
bebow investment grade, Enren could be farced to issue tens of millions of sharea of stock to
oover [oans ihat 1l has grarniced. Bot creating new shares woulkd make ibe shares thad already
axiEL leas valusnle, becawde thode ghares woeuld o longar reprosenl [ull ownershp of the

COmpany

A drop in the company™s eredil ratimg could alse prompl ather encrgy traders and producers to
Back sway from doing husiness with Enron, lurng (e company's sales and prodis.

Enron’s crodit rating stands several nolches abave the critical peint. Bud its honds, which ane
pablicly traded, have Balben so low that they are now offering inlerest rates of almast 10 percen,
comparable with many junk bernds, Twe of the three major credit-rating agencies, Moody's
Inveslors Service and Filch Investors Service, have put Enron's bonds on review for possible
downgrades,

"The is=zue that's in the rontl of everybady's mird mghd vow is credit,” said Mark Gurley, senior
vice presifent aml genera] manager for trading 20 Aquila Inc., one of the nation's largest encrgy
traders. Aquila is based m Kansas Cry, Mo

Far mow, Aquila and ather major energy traders and producers, including Reliant Energy, the El
Pase Corporation and Dynegy, are continuing io do bisiness wilth Earon. And Mr. Gurley sad
ihat Enren’s cown drading im the elecineity and natural gas markels did nod sugpest the soet of
fremzicd sclling reminiscent of the collapse of Long-Term Capiial Managemeni in 1995,

"They hawven't dane anyihing trading-wise that gives me any indicsation they are closing their
ok dawn,” he said.

S1ill, some executives o oiber companies said they were logking more carelully &1 rangsctions
with Enron., ¢spocially lomg-term cantracts. They also said risk-manogemend ard credit officcrs

were calling cach other regularly 1o deeuss (he siuation.

Mark Palicr, an Enron spokesman, sasd on Friday that no energy- trading company had
stoppod doing business with Enroa. He dechined o sy whether any of the company's trading
parirers husd suspended or abered cnadin terma. He said the company was Coalniaig 1o seg
normmal volumes of husiness,

But the crisis that Enron will face iF i3 credit ssting 8 downgraded 15 sl a symplom af the
higger prablem the company must confront, Fer vears, the details of Enron's finances have been
a2 mysiery cven i the Wall Streed nnalysts whose job i1 is te [ollow the company, ond bo the
nvisbars who own its slock and bonds. When Enrom's profits were soaring amd 1t was croating
lucrarive new markets, sharebolders did non seem 1o care about the impencrsbiliny of is
financial stalements

Mo they do. Yet the company seems incapahle of offening straighl answers (o lhe guestions
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myeslors ask.

Ta pthers in the indusiry, the opaqueness of the compary's financial statements parallels Enron's
efforts W keep 1ls energy-tradmg busmess lighily regulated and free of disclosure requiremens.
Though they do not expect Enson te cramble ke Long-Term Capital Managemnt, they say
thal, like the giam hedge furd, Eneon uses a lot of deht, regulaiory aoversight is limited and
vailsiders have a dilTicult time figering oul its finances.

The most pressing concemns are a series of parineships and trusts Enron created to move some
of 1% assels and debl ofT 115 balance sheet. With names like Marlin and QOsprey, the partnerships
Ieave ai least £33 hallion an bomds outstanding, hacked by asseis like a stake m Arunx, Enron's
wWALET Coinpdny sishcudeary, Evrons has proenescd 1t of the p-u.rl.m:r:-hip:-' dehils exceed the value
of their asseis, Enron will ssue enough new shares 1o make up the difTerence,

DEALS with parinerships formed by Me Fastow, who was chiel Nsancial ofMcer when they
were orgamized, led o the $1.2 billiom write-off in shareholders” squity thal Essan smmsounced
lasl week. The campany has offered only skimpy delails of ils ansactions with those

partnerships.

Ermranm endi] 1% relalionships with those parlr.l-:'r:h:i]u: in the last quarter, after heing criticized by
sharchodders, 1o b prosoess, 11 wrole off @ promissory pobe that 1 bad cameed on s books,
reducing itg sharcholders” equity by 51.2 billion, Bus, becsuse of complex accounting rules, the
iransaciion was nol apparem in Enron's quarterly eamings repod,

Thee trunsncison disturts investors hecause it saggests that Enson may bave found a seay to hide
lisses, throwmy the accuracy of s financial satements into quesiion. When Enmon released
hsird-quarter carmmpes om Ot 16,10 reported 2 loss from £1 billion in write-offs on failed
investments, The camings statemensd did nod mention the addimonal 51.2 ballion egualy wile-
derwen. But the company sakd iis core business had been solidly profitable. and its shares rose,

In a conferemce call with analyss alter the anpouncensnl, Mr. Lay, Enron's chaimman, akso
disglosed the redsction in sharcholder aquny. The refernee was a brief one, however, and somne
listemers did nod cacch it Thase analysts were angened when they foand ol 1he next dey what
Enran had done, amd mamy were confused by the accounting procedure. Enrn’s stock began 1o
shide, and invesiors clamored for mere information abows the wriie-off, Bl s far, the
caipany's ¢ffors 1o clear up the situation have luther unnerved investors.

Mr. Lay has met with investors during the kst wo weeks o try 1o explain the deals, bul some
an Wall Sircet say they have came pway wilh doubds ahogi Mr, Lay's grasp af the situaiien,
Thewy srv thal the twa poople at Enron who appear 1o have heen mast knowledgeahle abot dhe
dleals hr. Skallimg amd Mr. Fastow have hoth lefl the company.

In anindervacw in late Awgust, M. Lay s he did oot know somee details abmet the deals
miHvmg M. Fastow. Inrespanse o ome guestion about them, be s, *Y ooz gelting way
over my head.”

Me. Palmer of Enron dispuied any suggestion that Mz, Lay did sot have a grasp of the
investmenis ot issue, sayving Mr. Lay was handicapped in talking abowt them because of the

EEC.investigabion "There is nod o whole kol we can say, or shoukl say. aboot them,™ kr.
Palmeer said. He akso said the company expected 1o generate about §3 billion in cash through

hatpe el news. vahoo comy Ty U/ 2001 1B2Ebeonce-nughty _ enson_straing under serutiny . 103001

0200000000587



Oince-Mighty Enron Strairs Under Scrutiny Page 5 of 8

asal sales by the eisd of nexl year.

In & conference call on Tuesday, analyses pressed b, Lay ard oibeer top Enrom executives i
reveal more infosmeation aboul the LIM write- down and its other parinerships. Instesd, they
offered anly vague explanations of the deal, keaving Wall Strect worried ihat more wrle-olTs
mighl be coming.

Dravid Fleischer, a Goldman, Sachs analyst snd & longlime supporier of the company, was
antoig those who came away concerned. "If Enron is unable to clanify its of - balance-shest
trarsacloig and restome conlidence m the very near term by assunng invesiors that no more
surprises arg forthcoming that would affect the balance sheet ar liguidity position, then the
camparry will likely hose sccess wo lse capital markets” be woole in a research note after the
wall

To iry 1o reassure investors, Enran said late Thursday that EnrenOnline, its Tatermse-based
tradang exchange, execuled more than B.2W imdes thai day, a higher-iban-normal velume,

"We know we have our wark cut oul for us ifwe are to rebuikd our cradibility with the
investment community amd we're working on that,” Mr. Lay said in a ststement. "But in the
rnzanirme, hi besl cvidence of our strength is the willingness of customsers &0 hring (heir
husiness 10 Ernron.*

Bunt these reassurances apparenily are no longer enough for Wall Street, Enron's stock tambled
almasd 6 percent Frday, o s lowest levels in sax vears.

Meow analysts are secrambling to fgune oul the extent of Enman's off- balance-sheet debt and 1o
assess the risk that the conpany will bave o Beue ow shanes 1o make good on s partnership
puarantos,

Cared Coale, an analyer at Prudential Secunbies in Houston, calculabes that Enron may have
close to 5% hillien in off-halance-shest dei. She said tha1 Enron had for two vears boen rying
1o soll ghoul 56 hillion in foreign assels inclsding properies in Ladin Anerica and a parwer p1:||||;
in Iidia embroiled (na dispute with the stale govemment and she worries about those prospects
for sale in light of Enron's problema and the sousng ecomamy.

“As Enron is forced 1o sell assets to kesp the ratings agencees of7 ihair backs, they may have o
wrile those assets down,” Ms. Coale said, On Wednesday, she downgraded ber raling on Enron
16 "sell” from "newtral”

"The boticm lime s, its really difficul w reeommend an investment when managemend does nod
disclose the facis” Ms. Coale said

Shogt-sellers, whe attackad Enron's accounting even before the company disclosed the write-off,
say the company’s problems may ran even desper than analysts fear, Enron may bave uwed the
partnerships pal just o finance money-losing imvestments bt o hide losses in its core rading
busingss, they say.

"Thi company still isn't disclosing encugh 1o know whether the core business, the trading
huimees, i profitable,” cand Mark Robents, director of research al OFF Wall Street, which
recommended shoring Enron's siack an May T, when i stood 81 839,43, *The issue remains:
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why are ilsey Smmge e tramsaciions? Char thaary has been that the cone operations aren'l that
profitable ®

James Chanos, a besding short- seller whoe has bet that Esnron's stock wall fall, said, "[s Enron
bocking gains when it has real profits, but hiding the lesses when deals go against it™ Mr.
Falmer of Enron =i ihe company siood by its reporbed energy -trading, profiis,

Even traders at other energy companies say they do nol have a clear picture of Enron's
pasilvons. Enrom madntains that it is in o danger of being wiped o by a sham move in
eleeirey ar gas prices becawse 1| keeps its trading book balanced meaning the erergy it has
agreed 1o sl 15 offees, in roughly equivalent amouits, by energy 1l has agreed te buy,

“With these pays, they 10l us and all yoa've gol is thear woard that they're hedged,” said Mr
Vereger, the economis,

[N fact, Enron has bobbicd forcefially over the years 1o limit regulation and disclosare of ils
irading operatkors, Lost veas, the company successfully lobbied Cangress o cffectively ensure
that fis Internet- rading platform would be excenpied from regulation by the Commodity
Futures Trading Commission,

Enran and ather power traders do file limiced infonmation i reports o the Federal Encrgy
Regulalory Commission,, the agency thal oversess wholesale eleciricity and natural pas markeis,
Bt 1he commmigsson does mil kaep track of specific transmctions and pricess.

Large-ssale eriergy Irading has existed for only ahout 2 half-doeeen years, Enron pioncered the
husingess, and mow doarisaies 1, socousiiing For abaul ene-guarier of all tading in the [nited
Sales,

Belone Cargress and federal regulators opened up the market for wholesale eleciricity, a
process that began i carmest a decade ago, the power buginess wias 2 stmpler afTair, Uilises
were wiven aress of moenopoly service, and tbeir rates and abaliry 1o deliver enough elecineity
were overseen by state regulators. But with the move 1o devegulaie the business, independent
arkl mnregulaned generators and Inders bave flourshed, providing an ever-growiang poriion of
the natks power.

Beginming i the 19800, the sale and transportation of natural gas was also deregualated,
spurring Enron, which wused 1o be primar |y & gas-pipeling company, 1o move mio the trading
Bugingss

The compuny’s chiff 1a tradme pac and alectmeity accelerated o the mad- 1900' vath the
ascension of ¥ Skillirg, who became chief executive m February, just six manths belore his
unuspiocied resignation. Underscoring the change in divection, insecurities Glings this vear
Enron described a8 princapal business as "secuniy hrokers, dealers and fAoiation.” Before, it had
sand it wias in the busiess ol "whalesale-petreloum and petroleum products.”

For mast of its ascent, Enron reporied pulstanding profil figeres and Wall Strecl accopled them

with pleasure. A year ape, when il disclosed the [irst tansactions with parinerships led by B

Fastow, the company's formeer chief foenclal officer, analysts who asked questions were told
that the deals were rouline and were being disclosed only hecouse of ¥r. Fastows involvemen)
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Erman diezs meot appear 10 (e an immediate cash cruneh. Bul the bank epedil limes (hat o drow
on last week to pay off s short-term debt will have to be renegotiated mext spring. The

camlroverssal parinorships do nol have 1o pay their debls until the follewing vear unless Enron
lesses its investment-grade credit eating bedfons that.

EMROMN will also iosd wo mamlam ils krge ading positions, which could sufer if pariicipanis
in thease markels grow more mervous aboist Enron's credil. When Long-Term Capital was
stumbling i 1998, some Wall Soreed rivals sold the seeunties they theught Long-Term owned,
irying 1o force Long-Term o sell its positions quickly and at & loss, Scamething similar in energy

niarkEts iwnght b possthle. 1§ 0, Enmon mighd find, as Long=Term did, that positions thai shoald
affset each aiber do ol

Encom's new chief linancial offioer may vel persuade investors that in fact the company's profiis
are real, and that its condition s beiter than the short-sellers believe. As guestions are answered,
confidence, and the share price, could reboiid.

But for now, investors are ekitnish, amd some competitors are eager o take advantzge of Enron's
plighi.
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GOT A MINUTE?

[ Latesi Headlines | Markel Overview | Mews Aleris |

Saturday Oetober 27, 1000 am Easiern Time

Related Quotes
_ . ' BAL 4830 1.2
Lenders to meet over Enron's Dabhol on © 25,10 e
ERE 10.72 2
Nov 3 GE 16,71 w2
delrved 20 moms. - dis |aamry
BOMBAY, Ukt 27 {Routerd] - Lindérs o potwer planl m Inidsa Cpnie Daia provided by Rewers
majarity owned by Eneon Corp {MYSEEME - new =) have called a [ Gl Cuales
meeting nexi week in London to discuss ways of meviving the

beleaguered propect, 2 banking source sail on Saturday.

AMERTHEWERT

Thiey will exanmine offers that two Indian companics
have pait forward for buying the ULS, energy grani's 63
percend sluke, and those of two olher LLE. fimms, in
Drabhol Power Company {DFC], which is building the
Comrverssal propsdd, e source told Keuiers

FR The meeimg of lenders, who inclode maltimstional
12 CDs FOR - EE gy Pk s1ch as Citibank (NYSE:C - nesws), Bank of
E

Armenca {NYSE:BAC - news], will he held on
Movemhber 3, the source added.

At minke is nod just the fape of the 329 billion, 2,184
MW projocd, which i1s India’s largest foreign direct
investment, bt 2lsa the over SO0 mallion invesimerl
ol Enron, Lieneral Elecine o (MNYS5EGE - news ) aned

Bechiel.

Al thre: companies are feunders of DPFC, which in 1995 got permission from India's Maharashiea sesto
government 1o sct up the plani on iis coast

Fhe plant's first phase of T4 MW was complebed in 1999, bul work on the secord phase of 1,444 MW,
which i3 97 percent complete, was abrusptly stopped in Jure this year Tolkewing a hlazing row with cash-
sirapped stae wility MSER

MSER, which pgreed in 19955 o ke the plant’s entire outpe, said it con no longer dio so becanse
Diabbeal’'s power is foo costly.

Dabbal, im tum, sccused MSER of defaulting on s monihly paymenis and sareed & preliminary notice
fo Termmmate The power purchases comracl
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Under this notice, both companies are given =% months e 1o setile the maiter throwgh negotintions, 17
talks fail, Dabhlal has the righs b issue a final termination nogice and toke the matter 1o arhitrotion in
Landen. That six month pericd expires on November 19

Houslon:based Enmon, which owns §3 percend of Dabhol, fimther announced that it miends to exit the
pragect and oflered o w2l s equity 1o the [Indian govemment.

TIME BRURNIRG QLT

The Business Standard newspaper reporied ihas next week's meeting would also discuss a requesi by
[abhol to Anally termimate the commel aficr Movember 15

Tt is onee of the ilems on the agenda.” the paper quotsd o senior banker 45 saying.

The paper sasd once Dabhol serves the Gnal notice, the matter procecds o arbitration, which woukl nod
help India.

" The widespread view amoeng the governmend and lenders is that in swch a situation DPC will win
haruls down,” the paper added.

A Dubbol spokesman could nod be comacted immediately,
The source said the mectng woukl review the progress made m resalvimg the dispube so far.

The Indian govermnicnl has nol responded 1o Enron's offer to buy its equity, but two Indian companies,
BSES Lid and Tata Power Lid | have shown interes.

They have agreed to take over the progect il the cos1 15 reduced, and if the founders agree 1o sell their
stake at p discount.

Lol busimess daily, the Economic Times reporbed on Friday that Tata Power and BSES are willing o
pay the Foundors $430-5600 millson for the 85 percont stake held by Enran, GE and Bechel.

Erman has rejeeted the offcr and 15 nol ready o settle for anythang less than £1 billion, the paper odied.
Odfficiala of Tala Power and BSES were not immedinlely available for commenl
{51 equals 48 00 Indian rupoes)
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| Latest Headlines | Markei Overview | Mews Alens |

Momday Cherober 20 11:4% am Easreri Tiisic
: R Related Quote

ENE 1 1L.&7 24

FFRADE IDE A'-"]“'“k ]‘ﬂtil‘]g :“ﬂt Iik'tl} fﬂr ibelsped 240 mmany - dizglaime

['.-.-III‘ﬂII Gmnic Daia provided by Bopoers
|— Cearl Daacrbas
MEW WOHRE, Cen 29 (Bewters) - A collapse of market confidence =

could hiart the credin guality of energy rading giant Enron CorpfMYSE:ENE - news), bul its bonds asc
nat likely 1o end wp in junk territory, fived-meome reseanch service GimmeCredit sad on Monday.

AL EATIHERENRT

Morepver, Enron's bonds could be undervalued il the
ammnpary's all-halance-shoot ohligations amoant 1o no
mare than 53 billien, as reparted, GimmeCredit s,

VU Worel case, Enron doesn look Like a junk credid,”
GimmeC redi analvst Canod Levensmm sad, "B
perception is all, and clearly bath the sieck and Band
markeis view Enron as heing in dire siroigs.”

Enrcn's bards Fzll shamply on Fridaw afier the energy
gam drew dowm about 5% hillson froem a credit e
ardd said it was in 12lks with s banks o oblam a new
mliibillicn-daol lar credi line

The companys stock has lo<t mere tham kalf of its
vilue in the el iwao weeks s investors quesiionsd off-halance-gheel iramsactiens between 1he cammpany
arul 1w bivnsed pareerslaps run by fommer Chiel Financial Oificer Andrew Fasiow. The U5, Sccuritics
arvl Exchange Comimissaan s looking inta those tran=sactioms for possible conflicts of interes

Wl mamagcmen’s financial disclosure remaing wocfully madequate,™ GimmeCredit said,
Hawever, botched investor commumicals does ol necessarily eguate 1o illegal or fraudulent
hichavior "
Sl Enran's mdve lus wodk wor drey dowm all of 15 backup bank lines was “an acl of desperation.”
GiimmeCredt aaid, The move evenially may lead 1o renegaiaied ank agreements, wheeh could b
maore expensive anid restriciive and could alse ssherdinaie the position of hondholders, it said
“Om the plas side is our beliel that management will do everything in their power o preserve ihe

SOy S mvesimenl-grsd e ratings” the fimm said.
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Another peaitive 18 o procedent the rlng apencies el with Kman Canp, i the mid- 19908, when they
tricd 1o avoid being the cause of 2 company's financial dewnfall, GinmeCredin said,

Moody's Investors Servece on Monday eul Ermon's sensor unsecured rating 1o ' Baa?” lrom "~ Baal ™ and
kept it om review for further downgrade, Moody's sad its actions were prompted by detersoration in
Enrea’s financial flexihility since the company anpownced significans write-downs and eguity charges in
previous|y undisclosed parinership invesimenis.

Last Thursday, Standard £ Poor's revised its cullook an Enron to negative while affinming its " BBB-
|‘.'l||.|.3' ]-M,E,-D.‘.‘J‘J'rl. ﬂ'li.l15.
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Monday Oetaber 29, 11:42 &m Eastern Time

Related Cuotes
[HQE 1860 T E
Press Release FRE 1147 114

gelayed D% mins - declaimer
Drioae Dot paoveded by Beilirs

[ GelCudles

FOUECE: Wecksler Harwaod Haltehion & Feffo

Wechsler Harwood Halebian & Feffer LLP
Announces Class Periods -- DQE, ENE

NEW YORK, Cot. 29, 2001 (FRIMEZONE] == Nolice 1o porsens who imansacted in the fallowing
secumines aml mespecnye ¢lass perol s

CORPORATTON CLEES PERIOD OUE OATE

EMROM, [MC. D118/ 00-10717401 1zf21/01
LEY5E I ENE

DJE, INC. 12706 00-04 730507 L2/ 05/ 01

LKYBE 1 DE MW

Wechsler Harwoenl Halehian & Feffer LLE {7 Wechsler Harwood™ ) {wasw whhil ocom) has been retzoned
e investizae claims o llad clase action camplaine involy g (he Socumines afl the alsowe RIS ai
hehalf of investors,

Wechsler Harwood has extensive experience representing sharchelders in cliss actbons amd hess sorved as
lemd couneed on BEEhallal gharchalfers m many @=uch actions, The repalation and expertizo of this fim in
glaarchobder e otlwer class acticns hias repicaledly heen eagmacd by 1 couns

[T you wigh 10 discuss these actions, or have any gquestions concerning this motice or your nights or
ieresis with respect 1o lhese matlers, please comtact Wechsler Harwood Halehian & Fefler LLP, 282
Madisan Avenue, Now York, Mew York 10022, by calling 1oll free BT7-935-7400 ar by conlacting:

Craig Lowlher, Wechsler Harawood Sharehobder Belations Department; TMOHE, Inc_:
Clomibyerdrw FhilLcon,

Faaaman Pinon, 1Y, Wiechsler Harwood Shareholder Belalvons Depariment; Evmon, Dne:
mpimeaiviniwhhleom

hanp:te. yakweo comdpedi]L 10221 149 ml (LREELIR A

00200000000598



Yahoo - Wechsler Harwood Halehian & Feffer LLP Annousees Class Periods — DOE, ER., Page 2ol 2

wigre information an this and ather class actions con be fomd on e Clags Actien Mewsline ai
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YRHOO!FINANCE ! e vere v e Forbes

| Latesil Hesdlimes | Markel Chogrview | Mews Aleris |

Mlomdlay Oetoher I%W, 11D am Exiern Time
Margan

Forbes.com g
Enron Goes Begging EE - o

) o :drh:.'.lrl 0 mrs: - ety
Emram samd thes oz that ol 1s im 1alks with banks [ior additional |':',I|.-.|-l.-.' (s provided by Remer=
credil, s declining invesior confidence semi 15 smock 10 f Eix-vear [ow 'I— Gat Quatas I
amul several large energy groups put their dealings with Enren on |

Bkl Last Thursday, the erorey trader drew down about 53 billion
(o & eredin ling, causing its bands 10 Gl shamply on Friday

Enrom bus been serambling 1o reassure investors and business parmers since Ot 16—alter the company
reported s Mirst quanerly loss in nsore than four vears, The $638 mallion leas included 310 billion in
charges on ill-faled invesimems. A week later, it disclosed that the LS, Securities and Exchange
Commission had asked for information an porinerships rem by Chief Financial Officer Andrew Fasiow
arl olber exceutives. Fastow was [oroed to slep down from the compangy st week.

The turmnodl makes it clearer than ever thal Enron's problems weren't sedved by the receni departare of
Chiel Exccutivg Jellrey Skilling.

Relatesd Links af Forbes.com

w Slick And Dmgerous
o Hires Amd Firess O, 232-2a, 240

Orer B W ey paw Ta See ald |_.:|l"|:.l1.|r' firnesd slowier, o Suhaeriie e Fove Afamanine

Email this stary - Maosi-cmaiksd arbicles - Moat-viewad articles

Mure Quotes amd News: Enron Camp (MY SE-ENE - now s)
Helated Mews Categories: oal/'energy, ulhins
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YAHOOI FINANCE ] e tome - Vel -Bele. REUTERS §

Monday Ocioher 2%, 1 1:20 nm Essters Tisw Related Quale
. ENE U4 2.1
Moody's cuts Enron to 2 noiches above e 30 srems - s i
llj“"kll l::h.nm- Ciaia prosided by Rewiers
| Gt Cunins

NEW YIIRE, Ot I% (Kewiers) - Moody's [nveslors Service on
fdonday cul embaribed enerey radhimg giant Enron Corp’s (MYSE:ENE - news) senior unsecured debi
raring o rws nodches absove jumk siatua, amd waamed i may cur hat raflng &gam, a5 wiell & s ralmg [or
Enron’s commercial paper,

The rabng agency cul Houston-bassd Enren's senior ursecured deds o " Haa®™ from - Besl,” and said i
may cut Enron's ' Prime-2" commercial paper rating. which affects shor-tenm debi, [is rating actions
affect 313 ballicn.

hinody's said Enrom is suffering from deteriorating financial flexibility since it announced big wribe-
v ardd eguety charges fnom previcusly andisclosed parinershap investments this month. This
riggered difficnlties in rolling over commercial paper,” Moody's sl

Enron, which has about $63.4 billsom i energy assels, sad on Monday il is 1alking wilh banks 1o get
more credit, after las wieek drawing down 53 billion fram a bank credin bine (o by back its sulstanding

commercial paper

lis ehares treded Momday omibe Mew York Stock Exchange st 313,75, down 5175, or 11.3 perceil.
They have fallen 62 percend since Oet. 12, from $35.81.

Hilllﬂﬂ. AREThEY, Seandard & Poor's, ail Thursdsy fevised ns autloak [ Enman's ralngs 1o "I!L‘-_gi?ll:'rl:'
from “slakle.!

Email this siomy - Most-emailed ariicles - Mogi-viewed ariicles

fdore Quodes amd News: Enron Comp (MY SE:ENE = nows)
Relnted News Categomies: oflemergy, US Marke Mews, unlhines
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YWahoo - Eneon indalks for 51-2 bin credit line - W& Page 1 of |

Y2AHEOO! FINANCE o] Frovebere-wiiee - REUTERS B

[ Latcst Headlines | Maorket Overview | News Alere |

Munday Octoher X%, 2:4% am Fastern Time Rel
| ERE Il.&5 110
Enron in talks for $1-2 bin credit line - dakyed 20 i ki
WsJ uode Daia provided by Beupers
Ii Gial Chuntes

NEW YORK, O 2% (Reulers) - Energy irading giant Enron Corp.
(HYSEENE - news) i nepoiigting with bhanka Tor a new crexdit line of between 51 hillion and €2 hillicn
ar could chose o deal within days, ihe Wall Street Joumal reporied in s onlme edition on Monday.

Accarding to officials ¢clese 10 the gituation, the mew crodn would supplement existing credit lines,
largely tapped out 2fter the company drew dowm shout 33 billion last week 1o incresse cash resorves and
calm ey imvestors' foars, the Jourmal reporied.

The paper said that an Enren spokesman had confirmed that the company s negolialmg a new credit
fine, bul could mot supply ony further details

Cenfidence m Enrom has been shabiered following disclosures sboal its involvement in complex
pastnerships. [15 stock has tumbled amid a U5, Securities and Exchange Commission inguiry into the
compaEny’ s Hested O hiel Finaneial Officer's links 1o some of the parinerships,

Emaal thag stary - Mog-emailed orlicles - Mosi-viewed aricles

More Quaoics and News: Enren Comp (NYSEENE - ons)
Relnted News Categoriess oilencrgy, LIS Marked Mews, utilases

Em— e m——  Ew—— EEC me - EEE W

| Eparch Hows Hielp
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Y ahoo « Enron shares conlinue slide Page | of |

YREOOLFINANCE ./ Frarcetoms real-Hep REUTERS B

| Latessl Headhses | Marker Chegrvies | Bisaws A ey

Tuesdny Chetabier M1, 1001 sm Fasiern Time Ralated Quota

. . ENF 11.59 213
Enron shares continue slide dfnyed 20 miins - disclairme
it DIan preyiied By Heiiken:
WEW YORE, O M {Raners) - Shares of Ennon Comp, (NYSEENE [ GelGuokes
vieslon Tuesday dropped o thair keaegst level m imone Tlidn cight
virars, 2 day afler the energy giani said i was kabhying hanks for a
fgw credil e amd a raling agency dewngraded the company's sensor unsecured debi so two maiches
absave junk sisius

Enree’s slock was down 51,06, ar T 638 percend, to 512,75, mearly an eight-year low, in carly trading on
the Mew York Siock Exchanpe. The las= time the shares (el below 513 was in February 19493

After cutting Erron's ratng, Moody's Investors Service wamned that it could lower the rating even
fusther, & well & cul Enson's slon-termm debt stitas.

! Houston-based Enron has lost sboul 515 kallion in market capitalization amid a series of negative
disclasures shoul off-balance-sheet deals with two panmerahsps. litvestoos looking [or answers have
abandoned Enron, which has firmly declined o provides details

Emazl this siory - Mos-enmiled aricles - Most-vigwed anscles

Mare Quates and MNews: Enron Corp [NYSE:EME - news)
Related MNews Categories: oilonergy., LS Market News, utiliives
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wnﬂ!mﬁ quru:u H:.mal .:.';-:..1._1 HE'E' Busines=Woek! onling

| Lavgat Headlings | yarked Overview | Mews, Alens |

Tuesday Oictober Ml 10:33 am Easzern Time
_ . Morgan
BusinessWeek Online Ceated o
DAILY BRIEFING -- Enron Needs to Fix ||, LA Y18
Its Short-Circuits dhelayend 20 min - disclaimer
Quate Dhrts pranvidied. by Roulors
Daily Briefing: COMMENTARY [ GetTuows

By Heesun Wes

Hougton-based Enron Corp. {NYSEIENE - mew 5], which transfonmessd sl fiom a sleepy utilicy o a

powerful Wall Sireet cnergy darling as i1 hocame Worth Amenca’s largest bayer and seller of naaral gas

and electricity, hasn't been able o stay out of the headlines lately. And the news hasn't been good.

AL GRTISEMENT

Since mid-Cictober, Enron has reported a 5618 milkion
loss for the third guarter, resalting from %1 ballion n
previously undisclosed write-afTs. The company also
anmounced a 51.2 ballon recuction in shascholder
exjuity for the quaner, following the termination of
complex transactions hetween Enmon and limited
parmershops thal ot recenfly wene headiad by
Andrew 5, Fasiow, Bnron's former chief financial
afficer. Faslow was replaced on Ot 24 just 24 hours
alier Ermon CEQ Kermeth Lay hud publicly visieed
confidence i him.

The unusiual rransactions raised evehbrows amang

investors and an ithe Sireet ahout potemial comflicis of

inderest. Whey was the PO persemally engaged m
complacated hedging transactsons involving company assels and millions of Earon shares™ The
Securiised & Exchangs Commiasson has begun collecting informaisan relating to the transactions,
alihough the company says it has done nothing wrong, "~ "This is nod an investigabion, and we arc
cooperating with [the SEC] fullv,” says Karen Dene, an Enfos spokeswoman. — And we look forward o
pruiming this maner o rest

SHOCKIWG TURM, Wall Strect ¢learly hag been ratiled by the revelntions. The stock is trading anound

hicpz iz yohoe cambizwkiH TN oy penbmychMbgaocehiw 1 himl T30
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£15 @ share, B2% off s $2-week high of mearly 585 hit last December. " The decision by senior
mianagement and 1he bowrd wo allow the CFO o have a persanal stake in a related party that was doang
iransactions with Enran was just poar judgment,” says Andre Meade, an amalyst who [olkess Enren ol
Commerzbank Sacuniies.

Pecw concems ane maunting about Enroa’s Liguidity - a shocking tum for this ence blue-chip energy
company. O Od, 25, it drew doown its credit lines 1o provide eash biguidity i excess of 51 hilkien,”
acoording b0 a company siatement " We are making it chear Enron has the support of iis banks and mare
than adequale ligusdity 1o assure our castomers that we can fulfill our commitneents m the ordmary
course of busaness," newly appormbed CFO Jefl McMahon sl in 2 stalement.

Ii's thee first crucial step Enron must take to forcefully restare the confidence of investors, 'Wall Sireet,
and the enemey communily. The liqusdily isswee is crucial fir 2 company that relies heavily om 5% credin
bines to conduet billons in dollars wonb of tradmg deals on a dally bass, O Oet. 24 aboie, Baron
comdlucied 54 hillion in drmnsacions threagh s drading unit EnmonGinline, a sysiem widely used by
cnergy raders.

A CREMT CRUMNCH? " Enron has been pivotal indeveloping the markel aver dlwe past 1 vears,
They're just a lerge player in lbe markel, and you can’t stop trading with them. But everyday we'ne
warching e devielepments” sivs Jeffrey Foose, managing director of trading at FREG, a Mew Jerscy-
based parent of wiility PSE&G.

The nisk of a credit crunch developang woukl be a major blow not only 8o Enson but patentially wo the
endire enerygy market because Enron is such a big player. "' IF Enron can't play in the marked becaase il
cian't access credit, what happens o the marketsT That's scary,” save Glen Hilion, a San Francisco-based
prartioler manager for the Monigomery New Power Fund, wha halds a position in Enraon,

Hlowewer, thal possibility has been raised, S0 far, credit-rating agency Fitch has placed Enson o &
passible downgrade. Standard & Poors changed Enron's credit outlook te negative from stable. And
Maoody's Investors Sorvice has said 1's boking 21 o possible downgrade,

ADMITTIMNG MISSTEPS. In addition to resioring conflidence, Enron also must refocus apgressively on
it core compelencies, analysts say -« its wholesale irading and retail energy operntions. Just in the firs
quarier of 2001, volame growth m Enron's wholesale business was up 65% companed 1o the same period
a year earlier. Alse during the first quaser, Enron's retail energy-serviecs un recorded a profic of 540
il ¢xcludmg vanous charges, compared to 54 million in restated resales for the seme quaner in
200

"Whad they did best was rading and marketing evergy commodities, and they tried 1o transler these
skalls, and they hoven't panned out.” Mesde adds [n the post several months, Earon has acknowledged
naesleps in ks broadband unit, sechmical glitches at its Diahbal power plant in India, and o mualtimillion-
dollar write-ofT resuliing from ns avestment in Azaris Corp., a waler company Enron spun ofT amd then
repurchased. [ alsa mads costly beis on energy markets in Latin Amenica thal so far haven't delivered
ihe anticipated rate of retum., the analysis say

U[EECk Lay] is urder the gun. He's hack defending the company bl be by wed large built,” says Hilton.
[ndeed. I8 was Lay whoe iogether wilh fommer CED Jeffrey Skilling transformed Enrmon ram a regrarl

natural-gas pipelme conpany mio the warld's largest enengy-rading comgany. [Skilling resigied
umespectedly on Aug, 14 for undisclospsd W personal ressons” after anly six momihs @ the helm. |
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FIRST MOVER. By the time the natran’s electnicity markets began opening o compeiition in the early
|90, Enrom abresdy knew how 1o capitalize on dereguladed markeis hecause i accumulaied valushbe
expomience when the natural-gas indusiry undersent a similar transfommation a decade earlier. When
glectnig-power deregulaton finally hit, Enren had the first-mover advantage amd was ofCand nennang,
whibe mamny of its peers still were trying o 2ot their boundaries.

Strategies assde, mamy on Wall Street alse ane righily urging Enmon to come clean as guickly as possshle
ghout gy other surprize write-ofT: that maght ghow wp on fistune Aancial galements. " There really s a
need far much more disclosare,” spid David Fleischer, who covers the stock for Goldman Seche & Co,,
luming 4 conference call on Ot 2% wilh managemeni.

T There's an appearance vou're hiding semething,” Fleischer, said to Lay an il call, The Enren CED
saidl bi's aware of the concerns and thal the comwpany would offer updates using its Web site and
pessibly host sddivional calls in the future. He emphiaszosd thal Enron is limited im the information it can
release given the ongping dealings wiih the SBC,

A vear ago when Enron's stock was nding high, the company could de ne wrong. With Skilling
promating the company's hrosdband investments ag westh 530 a ghare abome — investors and many
analysts were conlert with the limited amouwnt of fmancial details the company offered. But that has
changadl. perbaps for goed.
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Moody's downgrades Enron's debt
Enron asking banks for more cradit

Hy Liga Savators, CES MarkmiWalch com
Laal LikTale 540 P ET O 200 2001

Sfrassmirg] Ourda

&. Ll Ehg gelipig
& Lyrrday Frsprelly an paray

0 Craghe  rewen SLEHT

HEW YORE (GRS MW - Shares of Enron Bell further Monday after
boody's Imvestars Sorvico downgraded Enson’s bong-torm dedt a notoh.

Enran (EME: naws, chart, profike)
wirmzh il 8 SZF-week high of 554 88 an
Chsc. 299, was well on s way o

Enrcn Corp.
14 i

[ B
ancier year low Monday, Hesding for o Ll e
@ minth stragt day of kEsaes, Enmn | Li T
shed 1.5, ar 10 parcant, o 513,81 | Lo o
TrR RADEM Wi Sl Tl M1 BEEwE I"l. b
frazeaar an e M York Stock ".'_ e
Exchange as dese to 46 milon \ N
shares chamgesd hands. L] 14 8 i ] 1

Moahys said il @ The o

urgecued lgng-lerm debl 1o Haal from Baal, and the ralings remain on nersios
for polential additional downgrades. The action Tolkras Ennom’s reparbed 5101
hillion chiange in e Third quarar snd was dilean by e eepectiafon of Turtk
wrEa-doaTE &l (he sail] delsmcabion of the compan's francal piciore, said
Slephen Moore. wics president at foody's

“Howen, W o Seel e moss Bnfon emsda I e cdnad e fesaslvets 1o
pay off their corenpicnl papsar wad @ amar] busimees move,” said Slephen
Mopgrg, vice prossdent & Moody's. The rating ag=ncy said eould raview the
Prime-2 rating on Ercon's commeroial paper.

Last Trarsday, Emren sarvduncad & hod lappsd its imee of credil 1o proves
g han 51 BhGe in cash hquidey and Sat would it use £2 illon o pay
dowT Commiercial paoer

[

Thee decsion 1o pay off the commscn popes, be said, scoomplishes: vl
poais.

"I rcraAsaE liquid®y on e shor-term basis, and additknaly, i enables them o !
Mecus an clher arGas ey rdesd 10 [Gcus an Aght rers,” Mocra &aid. "Thisy ans
wior kg an Rl up An AdSiianal taality for Turinar cApital ie suppor their

wivalesaly Iradirg Dusiness ©
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Enron in Talks for New Credit Line Reslated Quates &
N k0] -lLR4  AMVE
lofda H i ; i S H 11.71 <L H
"’f'_‘d = ¥ Dawid Howard Sinkntan SkP A0 A1 2L Lol
e O The Chae ) NASDAQ  LE65T3 3177 oy
Markeis phnge indhe  NEW YORK (Reutera) - Encigy trading [HIL% WIFET |60
red, BA and ENE ginnt Enron Coap, (NYSE:ENE - news), its “PSE o -jzap  GOL
beadd the Gl - (0N ghares inoa new free-f2ll 1o near seven-year Ii
b, said om Momday it is seeking i
additional creds w bolster investor ~ Gal Quohe |
confidence after tapping about 53 billion in eredit lag week. delayved 20 mans - disclemer
ol
Enrem, the nation’s biggest energy trader, declined 10 comitent on the size of the credal ling, IR
whech bamks it is in talks with ar when it expects o complele an agreement on the new crodin Pkl A
line. oM
W want to restore invester and markel confidence and noching instills confidence like cash.” b!- T : H:
said Erron spokesman kark Palmer in Howston, refeming o company efforts te secure new halh &
credil i
L rore
Company shares again lumbled on Monday, shedding 5157, or 1013 percent, i S1L0%
midday trade on the New York Steck Exchanpge (mews « web silesh. Once a Wall Sireel darling, ol
the stock hes tumbled mare than hall in price smee Envon reléasad carmings two weeks ago, s
knsingg aboun 3151 Bullan in market capitalization as insestors fretied about the iransparency of
oif-halamce sheat fransactions, (
Moody's Investors Service on Manday cut Enwon's sensor unsecured debt rating o two notches
abave junk status, ard wamned it may cut it again, as well as its rating for Enron's commerclal
prapror. Kating agoncy Slandard & Poor's on Tharsday revised its autlook for Enmon's ratings ta
“negative” from "slakle.”
Enrom's credit-worthiness has a direct affect on the price il pays io inke owl leans, and ihe
pircoplicn ameay ils rading pariners on the company’s abality 1o make geod an irades.
Mondy's said Enron is suffering from deteriorating financial flexibility sinee il armounced bag
write-downs and eguity charges from previously uidisclosed partnership mvestmenis, It said
this triggered diMiculties in rolling over commencial paper.”
haip:dailynews. vahoo.comhmemd 2000 102 be unilitics_enron_de 2 himl RUEELIRAD
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Enren m Talks for Mew Credsl Line Page 2 ol 3

Insdusiry sources on Marwlay said several large energy companies in Ewrops are shyang away
from trading with Exron amid concems abowt the company’s redil status,

SIGN OF WEAKNESS

Enrom shares bave tumbled since the company reposted s firgl-gquarterly loss in more than four
vears on Oct, 14, The company also wrote down 51.2 billion in eguity, including transactions
willh parinerships formerly rum by its chief Anancial officer who was forced w0 slep dovorm Fraim
Erramn last wock.

The sell-oft was sparked hy imvestor concerm shoul ihe iransparency of ke iransactions, which
e SeCunigs amd Exchange Commissian (news < web siles) is cxamiming. Enren last week
replaced CFOr Andrew Fastow as part of efTons 1o mestare myestor confidence.

The Wall Street Jownal reported Monday the sive of the credit line Enran is negotiating is
hetween 51 hillion vo $2 billbon. Enren sasd it drew down abaut £3 billian in credit lines lnst
weck, and has a met cash liguid pasition in excess of §1 billicon.

Horaegver, mary indusiny ohserves see ihe request by Ernson, whach has shoul 3634 hallion in
energy assels, for an additiona] credit a5 8 sign of weakness,

"Clearly, both the steck and bord market siew Enron as bemg in dire straits." samd independent
rescarch firm Gimme Credid anzlyst Carol Levenson, who specializes m high grade corporate
honds.

“We arg ol of the opimion that drawing down all of one's backup bank lines i 3 demonstralson
of financial stremgth, but instead ol's an act of desperation. ™

Emasl this shory « Viea mosl popular | Prisier-Iiandy Tormal
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Yahoo « Enmon’s Slock Slides o New Lows Page 1 of 2

WAEOO!LFINANCE ] fressstome s v iy Associated

Press

[ Latess Headlimes | Bades Overview | Bows Aleris |

Mamday Chetobicr 289, TE Y Ei Easd i
’ i Eastrrm The Related Guote

- - - EME 1164 217
Enron's Stock Slides to MNew Lows Aelaendt 1 i - finclyirmnes

|,;I_I|I-I|_ [Crata provided by Repers
Enron's Stock Continues Slide After Downgrade Due to [ el Duoles
Credit Problems

HULSTON (AP -- Enrom Corp.'s (NYSE:ENE - news) stock shid o new baws on Monday, pushed
dawn in pam by Moody's Investons Servece’s downgrade of the company's long-leom debl and wamang of
passible furher downgrades

I downgradie came &8 Ennom negodiates with banks to establish new credit lines as the nation's largest
natural yas and power markeling company sineggles o bounce back lrom disappointing third quirter
carnings amd a scandal over losscs siemming from parinerships managsd by the comipany's Tormser chief
fimanceal siTicer,

" Moody's amalyeis of the develaping sitaaison will focus on managemeni’s ecesss in lining up furcher
Inqrandicy supga,” Mooedy's said m a siatement. * This will be crigical 1o crahle Enran's whalesale
Buisiness w sustain oS carmmmgs amd cagh ow genenition in omder to support significant balance sheet
ohlipationes *

Mocsdy® niially plecsd Enron's bomg-eern debl ralings on revaew on Oclober 1he On Maonday.
Moody's sakd Enron's shor-term cosdil rating (8 alse under review,

In 1r:|d'|||;5_ :'I-I-.Il'r:|il:.- anthe Few York Sreck Exchangs, Enron shares 1ell enoes than 10 pereent, o0 51.5% 5

sharg, o close a1 51381 -- thewr lowest level m nearly seven vears, A year ago, Enron stock sold a
nizidy 585 a share.

Erman's efforts to acquire nsore credin came alter the Houston-based company bast week decided 1o cash
im about 33 ballion in revelving credit i has with varioas banks 1o shore up invesior confidence.

TWe are in discusssens abowd mew credil lines,” Enron spokeswoman Karen Donne sand Monday.
We're 1aking action o resion: investor and market confidence.”

Crerme would non disclose bosw much engdin the company was seeking, But The Wall Sireet Joumal

gunded unidendified sparces who sasd the amount & hetween 51 killiom and 52 hillion amd that the deal is
close e being compleled.

hip:Shiz vahoo.comapR0I 029 ewon_wees_ 2 himl (L

0020000000061



Yahoo - Enron's Sock Slides o New Lows Page 2af 2

Drenme said of the 53 bilkion in credit Enron cashed in last week, 52 hillion of it wos used 1o pay shon
term debt. Currently, there are no plans for the oiber 51 billion, she said.

hdoody's on Mornday placed all of Enron's long lerm dehi abligniions on review for downgrade, ciling
" mahstantially redweoed valuaibons in several of 11s businesses.”

Cin Cret. U4, Enran repoerted a net loss of 5638 milbon in the thind guarer, taking a one-lime charge ol
%1.0]1 hillion atiribuled 1o invesimend lsses, iroubled assets amd unii resinsclerings.

Enran's stock was hammered over the next week as it hecame apparent somes of thase losses were tied 1o
partnerships managed by Enron's foemer chief financial officer, Andrew Fastow.

Concerns aboul a potential conflict of mberest touched off an inquiry by the Securiies and Exchange
Cimmission.
Enron custed Fastonw last week.

Moody's saud in a press relesse the "magnitude of the anmounced charges will reduce Enmon's equity
base and increase nommal financial leverage o somewhat aver 50 percent while slashing eamings”

Eomi] ihis stary - Mogt-cnwibed articles - Mast-viewal articlss

More Qudes and MNews: Enron Com (WY SEZENE - nows)
Related News Categaries: ol'cncrpy, wiilines
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Karen Denne, an Enon spokesperson, confirned Monday fal the company is
in dscussiens wilh banks far further fnancing. Addbional credt weaoukd heln

becal Enran’s Eguidily paslion

Thez Engef ing concern for Moody's & that Tiene "yel may be somathing alse out
ihara that gets fo b cradinlity isecs of Ennon B3all." Moore said

Al he hezarl of the ored i IS20e ane beo limiled parnershios - L) and
LMLIZ - creaied in 9059 by formar GFC Aady Fasiors and sinca disdovai
Ennan dristad Faslow kol wink, Sim mlaled alory. “The imarks| wsd unsseane”
of 1his awi glanca 4f lhe parinarships, Moors saed

“Cuibe frankly, wa don't Tenk (here & argithing alss,” e aaE. "BuE Enncn s
huge. and il i ceuld happen, Tens is 8 lingering concerm Tl somaelbing
stz might happen. iWe carnol confirm or deny thal this s toe. We will be
meetng soon with them lo resolve issues such as fiese.”

Mocre paid e maeling coukd corne ag oan 45 this woeek.

“Shold the whioliesa ke iredng business and the coindarparian TRnsn Decoms
imzacied by thase avanls, That coukl e b he shwing grawss al the
wihidadala huarsss, e Erran encine” he said.

Moocky's mction Mondsay slso nagabivaly afectad T rafings o fad ruets -
Madin Waler Trugl and Ciegray, which havs combined debd of $3.2 bilion
Mardin is noar rated Baa2, while Osprey cames 2 resa rating of Baad, both
dowri & nolch.

Thedr priplanlial seue for 58 tusls may be “how much squity Ervon would hays
I issue if thes sale of the undedyirg assels alane =01 h b paay of fha
debt * Ennon & andcipating using the: proceeds Trom the sake of assals o moet
i3 cofigalion.

Lisa Sanders iy a Delles-Gased mporter (or CRS.Market@'stch.com

Lateat indusiry Maws
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+hllary Gullah pals glocks deap mregd 247w ET 1020501
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EFET
PFRESS RELEASE I8 Fehroary 2MH

The Eurapean Federation of Energy Traders ("EFET™) 45 a groug of moee thai
48 encrgy trading companies from fourteen European countries dedicated wo
stimulate and promote energy trading throwghowt Europe. EFET is designed fo
mmprove conditins or energy trading m Europe,

EFET can be characierized by strict impartiality, pan Euwropean geographic
focus, lack of commercial interest, transparency and eguality in third pary
commurication, fugh quahity and efficiency, providing service o irading
brgarii:ﬁ'.lliurl.i andd an efbectirve discussiom partner for ofher |:|-|:1|,;,|.11'iz||.1i|_'|r|5

The Board of the Furopean Federation of Encrgy Traders in (13 meeting on Felwuary

13, 2001 have discussed the propesal of the Transit Working Group of the Encrgy
Charter Conference 10 develop public intermational law in the area of cross-barder

ENENEY SWApS.

By a cross-border energy swap is understood the exchange of energy by two players
m two different jurisdictions based on 8 muteally beneficial sharing of energy price
differenuals.

With the exception of the Commodity Fulures Markets Regulators™ Conference’,
there 1= no currently ongaing multilaieral initiative in the arca of energy decivatives.
The prevalence of cross-barder encrgy swaps is expeched Lo incrense in the fulure as a
comsequence of energy markel imlegration asd mterconnection m Europe and Central
Az, The flexibility of swap agreements make such transactions preferred in the
early development of a natural gas or crude oil producing area, compared to the
comstruction of new or additional ransportation andior transin facilivies.

The Boeard noted the appertunity provided by cross-border energy swaps to create
mutually bencficial economic ransactions mvolving different junscdictions anc
ciwergy players in Europe and Cendral Asia,

The Encrgy Charter Transil Protocol currently being negotiated by 51 European and
Central Asian states, including the member states of the BEuropean Unson, the Bussian
Federation, the Commonwealth of [ndependert States and Japan. b= expected 1o
comtain public mernational law provisions encouraging the removal of any obstacles
ber the execution of cross-border energy swaps,  This mmporiant energy policy
mitiative is expected to facihiate secure, efficwent, unmicrrupted and wnimpeded

The telbersing saradimeas in (e Energsd Towkor Tresty suppae e Cemimipdiny Futaros Wewhcts Kepu binm
Coapbeig i Aletiadid, Fromes, Ciemmsre. Hlimgary. Daly, Japsay, (0 Mgl s LI
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execution of cross-border energy swaps. The 51 states will also take necessary

measures 1o prevent and address illegitimate taking of energy being delivered or
redelivered unider cross-horder energy Swaps.

The Basard of EFET noed the role of the Energy Charter Transit Protocol in the long-
erm  Buropean sccurity of energy supply.  Finally, the Board expressed ats
apprecistion of the principles outlined sbove governing cross-border energy swaps.

The Energy Charer Conference is the governing body of the Energy Charter Treaty.
The Encrgy Charter Treaty is a legally binding treaty under public mternational law
unifing 51 European and Central Asian states i the establishiment of an enesgy policy
fourdanon addresaang anst of energy, Coergy invesmmenl, encrgy trade and encrgy
etficiency amd environmental policy.

For further imfo:

please comtact Mr Jan Van Aken, EFET on +31 20 520 78 70 ; segr
ar Mr Karl Petter Waem, The Energy Charer Secretariat on + 3”' .'-: 175 ':'-lE 53
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Enrem: Enman Carp. - Press Release

prorh b+ sl
i b i

PRESS ROOM s

Press Release

ENRON SECURES COMMITMENTS FOR
ADDITIONAL $1 BILLION IN
FINANCING

FOR [MMECIATE RELEASE: Thursday, Novemise 1, 2001

HOUSTON — Enran Carp. {NESEENE) anmounosd today
that JPES- o [Lhi invgsimsnt banking arm of 3P Morgan
Crase & Lo ) ard Saleran Sumith Barsey Ine. (the
inueskmsrd hanking arm of Jogroud INc.) 86 Co-afflim3ers
hawg e b oo eel e, laiters to provide £3 bilkon of
pecuired eradit bres suppertsd by Ennon's Morthierm Matural
Gas Comparty and Trarswesterm Pipcline Company aeseis.
The proecpeds will b used to supobsment short O bemm
lgpiddivy and to refinende mabdring ocbligations. These
COMTMEMEN R are mib|acT [e customany tTermrs and
coewlitions, nludirg final duss iR,

"i&ich more than 1 Lilion imcash curendly om our Eelarce
shet, thils addiional credi capacity will Furttes solidify
EnFii’s stamdinegg as the keading miarket maker in wholkssale
anargy markets,” sald Kenneth L. Lay, Erron chairman and
CE0O. "We very much apgreciate the suppoet of teo of our
langstanding bankineg partners, JPHorgan and Crbigroup.”

This is vl aretbeer shep in our #ffofts 1o cnhance market
and sneeitar comlidence,” saed Jelfrey MoMahos, Enran
creef firsmcial cfficer, “We sre miying E3grescivaly to
strengkhen aur balanoe sheef arel maEartam Gar fneasbmang
grade credit rating,®

Capies of the cammitmdant ktbers will b= fled wth the
Securifies and Exdhange Commisscn in @ Form B-K fling
sy,

Errrn ix cme of th world™s beadiceg anergy, comimodities,
and serviced camparias, The company markeds electricity
and natural gas, dedivars ersngy and efher physical
carnmeaditiog, anrd providis financal ad risk managament
sorvioes Eo customers argursd thi warld, Encan's [nbermet
addrazs = yraw prron oo, Thes sback @ brsded ursder thi
ticker symbol "TRE”

T2a
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Press Release
ENMROM REPORTS RECURRING THIRD
QUARTER EARNINGS OF $0.43 PER
DILUTED SHARE; REFORTS NON-
RECURRING CHARGES OF £1.01
BILLIOMN AFTER-TAX; REAFFIRMS
RECURRING EARNINGS ESTIMATES OF
$1.80 FOR 2001 AND 52.15 FOR 2002;
AND EXPAMNDS FINAMCIAL REPORTIMG

FO&E IMMEDLATE RELEASE: Tuesday, Octaber L&, 2O0L

HOUSTOM - Enron Corp, {WFSE - ENES anncimnced today
recurrrE] sarnings per dluked share of $0.43 far e third
quarer of 2001, owmparsd to 50034 & year ago. Tobsl
recurrirsg net income mcressed o 2353 million, wersus
£297 millcn a year ago.

“Duif J6 pRICENE INCrEasE in RESUTTing Barnings per ddigad
share shoes the viry strong resulls of our core whalesale

ared ratsil evwergy busirwrssss ared aur ratural gas ppalineg,”

Al Kenneth L, Lay, Ereen chmrman and CEQ, “Tha
conbred excelent préspacts in thess nisrssses and
Erran'y leadirsy markel pesdion make us vary confident in
Casf REPANG Garmmgs ctloek.”

Mor-recurring charges fotalimg £1.00 bilion atter-tax, or
£01.010 loss por dilufed share, wers recognized for Bhe
third guarter of 2001, The botal et loss far the guarker,
inchuding mon-recwETing fems, was $(E18) million, ar
00 B4 par dluted shars.

"Bfter g thorough reveew of aur businesses, we haye
ceckded to take these charges to dear awsy issuss that
havwe clpudesd the performance 2nd 2arnings potental of
cir core erergy busressas “ =aid Lay.

Erron also reaftirmed today & s on track 1o conkinue strang

earnings growth and achicve its previou sty stated tangets
of’ FRILFTING Rarninge par dikited shang of $0.4%5 Tor the
femirth quarter 2001, $1.80 for 200L and $2.05 Tor 20032

PERFURMARNLCE SUMMARY

Enran has recesnily capended the reportireg of ds Aneccial
resilts by both prosiding addiional segmenks snd
capanding financial and operatmng infoemiabon = the
attached tables. Enron's busiress segqmets are as follges:

jieas e
coavlarks
e i hisfie

hibipes wosow, erman cacorp pressroomyreleases 2001 ene /6B - 3 EamingsLir himl

Page | of 3

NERAL) |
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Enron: Enron Corp - Priess Beleass Page 2 of 2

& Viholesale Services
o AErEas
o Europe and Cther Commaodity ™arkets

= Bebail Services

Traneportabicn and Destsibution
& Maharal Gas Pipslines
o Portland General
o Glabal Assets

& Broadband Serdioes

= Corperaba and DiFfer

‘Wholezsle Services: Totsl income belfore inderest, mincety

interests snd taxes [[80T) incressed 39 paroent to 37594
millinn =n the Fhicd mooseter of 200, saomeoeesd #n G505

e et R Bt 0 B P e B e i B B B e w8 P 6

Argizn thermal wnns equivalent per day (Tobessd) in thae
recenit quarter.

Americds — Thic sagrrienl oomgislt of Enrdm'y §as grd poveer
misrkek- makirg aperabors ard merchant energy activibies
in farth &l South Smercs, [BIT fram this ssgment grew
30 parecerd e ST00 millsn in the mecant quartss fram §535
imullian & yabr agi, driven by dboieg resudks fram the Narth
Amarica natural gas a0l povser Busresdeis, Maheral gas
wolumsis incroasad § parcent 10 26.7 Thow'd, and pormar
wilumses incraased 77 percent Do 290 millad Masasart-
hars ([ Mish),

Euwmope and e Commediby Markets - This sogmenk
inchedes Enran’s Euraopean gis and power aperations and
Ervon's other commeadity businesses, such as metals, coal,
orucke and Eoukds, weather, forest products and stecl, For
the third guaster of 2001, 1BIT Tor the segmesnt semained
urehangsd al 5% millian as cormpared B (Gl year.
Adthpsgh phoysicel yolymes mcressed for egch commad gy in
tha sagmenk, the kow level of walatility n the gas and
povser markets caussd prafitahiity 0o remain flat

Retail Servces: Enron's Retail Services product offerings
inchudie pricing and delwery of natural gas and power, a5
weill &% demand side managemssnt services to minimize
ENErgy coss for Business consumars in North America snd
Eurooe. Tm the third quarber of 3001, Retail Serdces
gererated 180T of 471 million, compared o 27 millicn a
wear &30, Retal Services continues o socoessfully
pereprabe markebs with stancsnd, scalsble products to
redisce consumers” okl energy costs. Enron recently addad
W begsinegs wilh large cormurmend, Fluding Wal-Mam,

hitpefwwew erron comvconp pressroomy releasss M0 1 ene/68- 30 Eamingslir himl 1172401
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Enrom: Erron Cotp. -- Press Rebeise Page 3 ol 3

Fortherog Grumsman, tre Cky of Chicago, Eguby Cffice
Prop=rlies and Wendy™s in the U5, and Sainsoury and
Guinness Browery ot LK. To date in 2001, Enron has
compleied over SO ransactiont with lange oofEumens.
Enron s aleo sucoessfully extandineg its ratad amangy
products to small busiess oesbamars, oemphling ovar
A5 000 ranaactinng o the fires mefe morhs of this year.

Transportation and DEetribation: The Transpariakian ard
Distribartion group includes Mabsral Gas Apcdinegs, Portland
ixpneral and Global s et

Matural Gas Fipalines - This segment provided S35 milkcn
of IBIT in Chit Current quarter, up slighthy Trem the s
JQuarter [ast vear. Fipeling cxpanGions ane undenway in Fegh
gfcrath argas and irglude 3 428 millen osbic faet per day
(MR axpardin by Flernda G Tranamigamn &l a 150
MM axpansin by Trammwes e

Fortland General - Fortlend Geperal Eleciric, an skectric
utility i the roethyeeshesm LS., repofied sn [RIT koss of
{17 ] milvon compared o IBIT of 574 milicn i the same
cuarier 3 year ago. Pordand General enbered ko power
conkrscts i prior pericds o ensure sdegquate supply Tor the
recent quarter at prices that were significantly higher thamn
actusl mebifed prices during the third quarter of 2001,
AlFough the rate mechanism in place antcipated and
substantially mitkgated the effect of the higher purchased
poeer oosts, anly the amaunt in excess of a defirsd
baselme was recorssrabda from ratepavars. [noraased povess
cosk recowery was inoorporabed inko Portlard Gemneral's fuse

ffteamemninkh Faks v hend et b e S oI Teetaa

hitrpe S wrwens 2nrom. comy'c onpy pressrocans ' rel eases 0 ene 68 - I EamingsLir.himli 115241
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Enron: ECFTT Energy Pariners, LP. -- Pross Roleasy

prrvenhues e s il n T A P
[ITES e TR oy backs

vyl @t anrme mrsrvrnn. s laniie

Fapi [ of 2

Press Release
EOTT ENERGY PARTNERS, L.P. I
DECLARES QUARTERLY CASH ¥l
DISTRIBUTION 2
FOR [MMECIATE RELEASE ; Horday, Ootober 22, 2001
el
HIOWSTOMN - EOTT Erdrgy Pariners, LE. (EGTT) 1 '
anrcunced today a distribution of $0.475 per commen urel
fowr ihee thied guarter of 2001, or £1.50 on an anneshzed bl !
bas. The third guarier dstribution is poyable Mo, 14, rihise 191
2001, to unitholders of recond a5 of Oct. 31, 2000 )
EQTT i a major indepsendent markeber and transporter of I
crude Gl in Harth Armenica, EOTT fransgparts most of the | _ .
lmame prude oil it purchEios v pipelra, which includes
8,200 males of active intrastate and inlsrstabs pipalineg 2nd
gathering systerm. [n additian, EOTT cang and operates a
Fredrocarbon processing plaet ) a natural gas Pousds Storage
facility; and & 240-mile bgusd pipaling grd system. EGTT
Enengy Corp, & whally-geened subsidiary of Enron Corp., &
the general partngre of EOTT with headquasters im HOUSTOM.
BOTT S [inberrsd ackiiisi & wak aoiLoom, The
Partnership's Comman Uniks ans radad an the Rew York
Stock Exchamge ursder thee ok symilel “EOT.°
EEE

Oick here to downlosd this press release in Baloba Acncbag
4.0 formiat.
Chick here to dossnload Sdobe Borobat 4.0,
Far agthtavial vifevmshon please caniacr
Media Relatiens Contact:
Gina Taylor
{713} B53-76B1
Investar Relations Coamtact:
Eay Mayeux
(7L3) 853-0005

hitp -t weww emron comveorprpressrooms'releases 2001 col'69-ECF U-Ci3-[herrilsition L iml 124k
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Subjact: WS Ersegy Tradard Scramdls [0 Fick Up Manst Shara After Enrans Col lagss

December 3, 2001

Energy Traders Scramble to Pick Up
Market Share After Enron’s Collapse

By ALEXE| BARRIONUEVD and SiLVIA ASCARELLI
St Raporis of THE WALL BTRECT JOURNAL

& half dozen of Enron Corp.'s biggest former rivals are gearnng wp to greb chunks of the dominant
share the energy concem held in the natursd gas and powar-trading markets.

But, the benefits coulkd flow more skowly than those companies hope, analysts say, because Enron's
dermise kely will put the: brakes an the fast-growing energy-rading industry and make some big
energy cuslomes mone reluctant o rely on trading flirms bo guaranlee supply and manase risks.
Energy-treding companies play the rale of middieman between producers and wholessle purchasers,
moving and dedivering commodiies and managing peice risks for customerns,

“Eventually thare will ba winners, but untd than, you will have a bkod of urmoil * says Michael Barbis, an
analyst at research and brokerage housa Fulcrum Global Partners LLC. A lot of playess, such as
utilities and hospitals, will be reluctant to sign long-term contracts with these frading companies, after
seeing the best-Capitalized player go oul of the marked,”

Enron became a markebng colossus without spending on swch hard asseis as power plands or
pipelings, instead, it mosty relied on locking up confracts wilh alher panties lor supply, capacity and
gtoraga that it would use for its trading cperations, Mow, the companies most kely to banedit from
Enron's collapses will be those that have strong asset bases, puttng investors, customers and
credilors more al ease,

"Right mow, the name of the game is credd-gualty,” save Paul Patlerson, an analyst with Dutch
inwestment bank ABN-Ameo. “A balance sheet that |8 besaed upson assets s aaser for craditors and
mvvesbons fo value than one based on ntangibles. "

When the Enron dust settles, top markeding firms such as American Electric Power Ine., of
Columbus, Ohio; Duke Energy Corg., of Charlalie, M.C. Williams Cos., of Tulsa, O%la., and Enron's
crosstown neighbars i Houslon = El Pass Caorp., Dynegy Corp. and Rellant Enengy Inc. -- are best-
positioned 1o grab piecas of Enron's 20% to 25% share of energy-trading wolume

In Evrope, where Enron was cansidered ane of the tvo beggest plavers in the Continent's nescent
1
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powerdrading industry, a mix of LS, and European companies are poised o scoop ug Enfon's
DuSiness,

Who gets what slice will depend on each company's heft, its trading sophistcation and the strength
ol each business's assals in diferent regions, say anslysts and company exacutives.

“Becausa of this metdown, you will 588 companies move in that have assets in the area” to expand
thair trading aclivibes, says Stevae Malcodm, president and chesl operating officer at Williams, While
comganies are prohibited from sharing infarmaltion between their marketing and intersiate-plpeling
alfiates, "clearly you are looking 1o gain and extract intelligence fram the marketplace to allow you io
take more wel-thought-out posiions,” he said.

El Paso will likely expand its natural-pas trading on the YWest Coast, where it oans significant pipeline
assats. and in the Mortheast. Duke and Relant, already big traders on the West Coast, could grab
aven bigger chunks there, where they own generaling capadity, Dynegy would likely be able 1o pump
ugs in Ehe Mischaiest, whene i already is & slrong power markeler and generator. [nthe Mid-Atlantic,
American Elscliads power-genaration faciliies would give It an edge.

American Ebectric, which has muscled up into the second-biggest trader of power and natural gas
behind Enron, &5 viewed as a major benaficiary of Enron’s dacling. The company is tha nation's fop
ganarator, with slightly less than 40,000 megawatts of capacity, Enron was trading about baice as
much combingd gas and power as AEP, "We are going to be one of the fisms that picks up the
slack,” says Edic van der Walde, AEP's execulive vice president of trading and marketing.

Azgab-rich companies with plenty of cash ta take on big frading posdions include EI Paso, which has
the largest interstate pipsing in the country. El Paso also is one of the top five producers of natural
gas in the U5 and has contracted a huge amowen of pipeline storage capacity on other people’s
lines, padiculary in the West, Dynegy, which hiad most closely mironed Enron's assed-lighl apgroach,
has been adding generaling assets and has a sizable pipeline capacity. El Paso and Williams have
the biggest contract positons in nelural-gas storage.

Williarms is more focusad on long-team risk-managemant contracts with producers and end-users
seeking to nedgea thair exposure 1o volstile commodity pricae. The company, which already has tha
second-largest pipaline systam in the LS., will spend about 35 billion on pipsdine projects throwgh
2004

While company executives say confidenily that any gains in market share will easily counteract any
losses resulting from uncollected monsy owed by Envon, some analysts say the Enron debacle may
continue fo deprass the stocks of companies with big rading businesses

Acrogs the Alantic, U.S, fims such as AEP and Duke, which have small operations i Eurcpe, ans
likexty 10 face stiff competition from Europeans such a5 RWE Trading GmbH, a unit of German power
giant RWE, Belgium's Electrabel and Innogy PLC, the second-largest generator of electricity in
England and Wles,

bost of Innogy's freding (s in the United Kingdom, but the demése of Enron might spur it to expand its
operations more quickly in Europa, said Bran Senior, Innogy's derector of Irading and assel
managamant,

RWE Trading, barely one year old, I8 considderad the most-aggrassive European playsr, with trading
actwiies in Lendon and Essen, Germany; it plans to open an oparation in Housion eary next year
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Subject W5l Finenci Firms Stand 1o Sain Share OF Marosts Ervon Once Barmediad

Deceamber 3, 2009

Finance Firms Stand to Gain Share
Of Markets Enron Once Dominated

By RanpaLL SwiTH and HENNY SENDER
ShaiT Raporiers of THE Wall Steest JouRra

Although financiak-services firms are on the hook for billions owed to them by Enron Corp., there also
are some winners among Wall Street firms. that $tand to pick up market share in the energy trading
markets that Enron dominaled,

Both Goldman Sachs Group Inc. and Morgan Stanley & Co., for gample, hold leading poesilions in
nurmerous energy makels, and bath Wall Straat axparts and soma executives al the firms said they
shoukd sland o Benafil in iIncreased tradng volums

van Haesser, a credit analyst at Credit Suisse First Boston, noled in a report Friday that both
Goldman and Maorgan Stankey "have meaningful enargy-trading operations.” He cautioned that those
firms might incur “some asdditional risk [from] their exposure fo smaller, less-sophishicated trsding
firms that may be siressed by their own exposures to Enron.” Bul, Mr. Hesser added, “they are
expetenced hands and know how to hadge and how to struciure collateralized trading agraements.”

Jahn Shapiro, head of global ensngy trading al Morgan Slanley, agreed that his fiom woukd likely be
one of the financial-services firms whose rading activity could benefit from the reduction in Enron's
markat activity, Other parficipants that could alse benefit include the trading units of J.P, Morgan
Chasa & Co., Bank of America Corp., Societe Generala 54 and Deultsche Bank AlG.

IGal5ee full coverage of the nise and fall of Encon

Although Goldman doesn't break out its commodity-trading revenue, Morgan Stanley doas. For the
fiscal year that endad in Movembser 2000, Morgan Stanley™s principal transaction commodity irsding
FEvERUE fose 34% 1o 3579 million, helped by higher revenue for enangy-related products including
electricity, netural gas and crude od.

Cne barometer of the mpact of Enron's reduced madkel presence has already beon seen o
Imercontinental Exchanga, an online energy manketplace that has traied a competing platform,
EnronOnling. In an interview Thursday with Dow Jones Newswires, ICE Chief Executive Jofirey
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Sprecher said, "Owur volumes are just soaning ® Traffic on the ICE system has doubled in the past two
weeks, and, Mr. Sprecher added, "I'd atiribute all that fo Enron's probdems.®

EE‘;& fmancial-serices parnars include Goldman, Margan Stanlay, Deutsche Bank and Sockete
arale.

Although Morgan and Goldman have both flelded calls from parties that treded with Ennon and want
to shift sama of thair actwity to those firms, an executive of one of the firms said tha possibdity of a
bankrupicy-law filing had deterred dealars from taking over any of Enron's frading books or assets.
Thal is because any Such ransactions could be desrupted or canceled in the course of 8 Bankrugicy
procesding -- 4 step Enrn ook Sunday.

Enron's retations with Wall Street firms had shifted in recent years from that of a favosed client to a
rivalry as wall, as Enron's trading ambitions gresw and it began treading more and mara on Wall
Strest's turf. Enron moved from frading securities closety related to ita natural-ges business into oil
darivatives and then to instruments closer to Wall Streat’s core, such as cradit darivatives and
packaging securities,

Cre gecurites firm hal wont Benefil &5 much &% some mighl believe i ihe Salomaon Semilh Bamey
unit of Citigroup Inc. Atthough Salomon used to engags in mone sizable enargy-Irgding activity
through fts Phibro commodidias arm, the fiem has wound down much of those activities, and doesnt
have anywhere near the market presence of Goldman or Morgan Standey.

== Flaphen FParrer contribuled (o Hus adicks
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Suhject: WSS Crecht-Dermaires Market Facas ST Tasl Aller Collagas of Erron

Dacambar 3, 2004

Credit-Derivatives Market Faces
Stiff Test After Collapse of Enron

By HENMY SENDER
Staff Repofer of TeE WaLl STREET JOUFMAL

The collapse of Enron Corp. casts a apotight on a litke-known but highly complex market in cradit
derivatives, a market that has swelled from almost nothing five years ago fo a face valee of more
tham 51 trillion today, according to estimates from Goddman, Sachs & Cao,

Mow, as Enron fles for protection under Chagder 11 of the Bankrgpicy Code, the credit-derivatives
markel faoes 1he biggﬁl tesl af ils young life, The waay the marked funclions over the next few waeaks
will hirve significant consequences in dalesmining who will bear the patentially massive l08ses, how
wichely thase losses will be distribuled and whether any one institlution took overly risky bets by having
gignilicant concentrations of unhedged expasure o0 Enron. Whethear Enron’s collapse takes any othar
institutions down with it will probably be decsded in thes marketpdace.

Enron was a big presence in this market, For one thing, since Enron had a voracious appefile Tor
capital and raised so much debl = 513 billion = bonds and loans on the parent's balance sheat
alone, and much more off - remerous financial istdutions needed o hedge their Enron bonds and
laans. And then, because Enmon was such a huge desler itself, aspecially in longer-detad. thanly

ireded sacurties whara faw others meade markets as boldly, it became Wall Sireat's countenparty on
agerpihing from oil b wesssiber fo cresfil desresijvas,

*Enron shiowad Wp q'.'grl,rﬂhgrq," SAYE the hegd of tha credit-dervatives desk al cme major bank in
Mew York, "Everyone had exposure (o it"

[Go]See full coverage of the fse and fall of Enron

In recent weeks, before its debt crurnbded to & small frection of its face value on news of the
comgany's losa of Ae investment-grade status, hundrads of Enron's lenders, bondbolters and
counterparties sought 1o buy protection against possible default by Enran through one significant
segmant of the credif-derivatives marke!, called credit-default swaps (a complicated name for what
was essenlially insurance in case Enron defaulted ). Indesd, the demand for protection aganst &
default by Enron was so graat that the price was far higher than # should have been, given s then-
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high credit rating. Al the same time, it was tempting for many paries to offer that Insurance. The
business seemed an easy way bo eam fees; anly if Enron defaulted would the ssllar have fo make
any payments. And, given Enron's longstanding investment-grade status and 562 bilon in assels,
default saemed a remote possibility.

There are olher ways inwhich Ennon cast a huge shadow in this markel For example, Enfon's own
debi was a big plece of the many packages of securties others gssembled and sold to investors.
heor, thee credit of the whole package becomes wesker. Moreover, Enron packaged sacurities itsalf,
throwgh special-punpose vehicles on which it provided guarantees, as part of its ambitions to be a
financial powerhousa.

To be sura. the market has already had somé axperigncd wilh defaults. Thiee years ago, thefe was
the Russian debl crisis; this year the marked has already absorbed such shocks as the Chapler 11
filings of Pacilic Gas & Electic Co, and financial-services company Conseca Inc. and the collapse of
Swigsawr Group. But the three combined don't begin to approach the magnitude of an Enron.

Part of the problem is the uncartamty, nobody yet knows the full scale of Enron’s invodivemant in the
market or how much insurance was written against a default by Enron, Because credd denvatives
aran'l exchanga-{raded, and the deals are of-balance-sheet, the marke! is relatively opague.
Standard & Pood's pul oul an analysis Friday suggesting various Enron exposunes in (he onedil-
derivalives markel could amount b more than 36 billion, But thal number just reflects the securilies
that happen to have been rated; Mik Khakae, who heads S&F's structured Finance Denvatives group,
concadas that thosa secunties are a small part of the total. if the recovery value is zano, there will ba
huga kosses for investors,” Mr. Khakee says.

Wnte o Hanny Sender at
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Bubject [l &n Enargy Giam Fall: Recsp Of Doa Jones’ Enron Coverage

Decembar 3, 2001

An Energy Giant Falls: Recap Of Dow Jones' Enron Coverage

Chomew donius Mawawimgs

Enron Corp. {ENE) ended days of speculation and filed for Chapler 11 protection from creditors
Sunday, the biggest such filing in LS. hislory. Simulaneously, the Houston-basad energy firm sued
Drvnegy Inc. (DYN] for "nod less than $10 billion,” accusing it of wrongfully termanating a merger deal
Iast week that the two firms had reached just two weeks earller.

Dow Jones Newswines coverage of this fast-moving story can be found under the stock symbol ENE.
Dhyriegy CED Sayve Enron [awsult Is “Wikchout Meric®

Dynegy said Enron's lawswil against it "has no merit whatsoaver in law or in fact,” calling the suil "one
mane example of Enron's lailure to take responsibllity for its demisa ”

Private Illincds Firm Cloimes To Hske Tesder DOffar Far Enicon

Standard Power & Light Inc.. a privataly held company thal buys and develops power plands, plans
b hold & tender offer 1o acquire &t least 8 majority stake in bankrupt Enron, Standard Power said it
axpects the tender offering price o be kess than 31 a share, depending on sevaral Issues, mchedng
the final result of Enron’s fallad margar with Dynegy Inc.

MYSE Rewlsea Enraon'e Concbinsed Listlng Statum,; Cobems
Aankruptcy Filing

The New York Stock Exchange is reviewing Enron's continued listing status. The Big Board plans to
conbtnua trading Enron's stock, as the company sl meets NYSE quantiatwe listing standards, but
the exchange isn't limited by those standands and can seek a elock dalisting if it beleves conlinued
Isting 15 “not advisable ”

Errocn Corp. s DIP Flnancing Expected Monday

Enron expects to recenve debloran-possession financing as early 55 Monday, according 1o a person
familiar with the matter, Encon said it i in "active discussions and axpects o complete these
discussons shorly.”

Enran Bankruptoy Wouldn®t Push 5&F Té SUl Ensrgy O Fatlogs
1
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The bankruptey filing by Enron i unlikely 1o trigoer downgrades of debl isseed by LS, of and gas
explorers and producers rated by Standard & Poor's, said 58P analyst Bruce Schwartz.

Eniron Likely Pullouts ®on't Hurt Japan En=roy Deregulacion

Japanese energy dereguiation may be about o lose its single biggest advocate, as Enron decides
whether ar nol to fald its businesses there in the wake of s bankrupbcy flang in Mew York Sunday.

Enron Collapgs Coild Welgh Hesvwy On Some [ROUYETrd

The insurance industry didn't need Enron Carp,'s [ENE] problems, pariculardy when it comes to
reinsurance prices. Primary insurers could be on the hook Tor a5 much as §2 billion in cfaims. Some
imsurers also will likesly take a hil in their investrmenl potfolios if Enron defaulls on ils bond payments.
The kzss would B2 material But nol devastating for the industeyg,

Enron Moms May Pressurs Priclng For Broadband Services

Problems al Enron, which has a nationwide broadband fiber-optic network, could evenlually translate
to greater downward pressure on pricing of broadband lelecommunicaions services, accornding Lo
S0Me exparts.

Stories aboubt conpaniss with sxpospars o EnTom:
Rarclaye Hap S126M "Trads Debt' Im Enron Filirg - HET
Chade MamhabEan Hag 5S1130M "Trade Oebt' With Encon - EHST
John Hancocok Fimanclal Confirma Bnpch Expogure A S320M
Hoyal & Sun Bigoals It [Dos=sn't Haws Large Envon Biposurs
ETY Energy Seap Minimal Sxpasurs To Enran
TAU Saya PebtantEial Expoauase To Enran Less Than $20H
Tcilidorp Says It has Limiced BEnron Expaguans
Jenesis Energy Say= Potenbtlial Ket Enrco Exposure Ta Aboak
451
SovanCa Ensrgy Sacs ‘Ko Evpogure’ To E&cen
Zongtellation Energy: Ho Dlrect Credic Exposurs 0o Enron
Seuthern Unisn Co Hap Mo Material Fimol Dealp With Enroo
Lpinsuaker Edploration Anfsuncen Enceon Expoagce 52 .3M
Internatlonal Power's Enran Exposurs [4 Lesa Than GHFI
Hln
U E, Frudential Ha= Virtwsally Ho Bxpopurs To Eneon
Obhmr ntoriem related Eo Enron:
Floeh Lawers Enron Racings To 'DY oERE
Intercontinental Exchangs To Enter OF Jao, Powsr Harkets
By End of Des.
fireh Tensel Excludes Enran Fron Tnpors Cagacity RucEissa
Ansrerdan Fower Exchangs: Enron's Departure Hor Affertiesg
Epot Power Tradge
Enram's [rslia Unik Aeviewing Dispute With Sele Buyer
Erirss Canmidaricg "All Pasaibkla Qpticna®™ For Japanase Cp#
Enron Aaagtralla Appointa Adniniacracor, Seska Buper
Creditors Holdimg 20 Lavgest Unsecured Enrec Corp. Clalmo
I.lr\glnl.' mn=rures Encoe Rrosdbescsd ServicesE Ine. Clajime
Ten Largesk Ussesursd Entan Ewmogy Secvicms Ins. Clainma
Largeat Dnaacursd Earcs Pawes Markecing Ime. Claims
Largest Uns=cure] Enrcn Barth Gmsrica Corp, Clalme
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Gabilondo, Jose

From: Carginn, Nomsn
Sort: Friday, Mosamber 3, 2001 715 F
Too Sallade, Anne, Bar, Shaila; Barandi, Steve; Bilshanger, Timopthy Cetina, Jil; Exchner,

biatinew: Gabikordo, Sose: Gross, Jarsd, Hamenarn, Yiva, Lod Sanatamdnena (E-mail)
Mickoioff, Peter; Howey. Michael, Pietrangeb, Frec: Roseborna, Bran, Senulfsias, Hadiynm
Sharer, James; Whaley. Jean: YWiedman, Mars

Subject: Dow Jones Meswsswires: Ercon Ta Fiks For Banruptoy Bon. Or Tues -Rapor

Movember 30, 2001 [W'5.J.com)

Enron To File For Bankruptcy Mon. Or Tues -Report

Daw Janas Mawsdweras

NEW YORK — Enron Corg. (ENE) will file for banknugdcy protection on Monday of Tuesday,
according o a report on CHNBC that cted an Enren employee as #5 source,

According o CHBC, the employes was told the news by his unil vice president.

The Enrgn employaa also said the Houston enengy trading company would lay off 95% of the
company's staff al that me, and provide employeas bao wesks severance for each year of sanvice,
according o the television network.

Enran wasn'l immedialaly available tor commendt.

-8y Chinstina Chaddar, Dow Jonas Mewswiras; 201-538-5166; chrstna cheddanldowjonas. com
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Wirite to Alexei Barrionuevo 2t glexel.barmonueyo iz
and Silvia Ascarelll at gilvia.ascarallifwe].com *Hﬂ“ﬂ.ﬂhﬂiﬂ_ﬁaﬂlﬂﬂlﬂfmj

ﬂuhﬂnndnl Jose

Frart. Cadelon, Manran

Sl fanday, December 03, 2000 17 16 Fid

Tix Zalladin, Arne; Bar, Sheila; Berandi, Steve. Bilsbangar, Timolhy: Celina, Jil; Exchner,

Malhew: Gabilonda, boser Gross, Jarsd: Hammss, 'Viva: Lofi Sanabamonera (E-mall
Mickolaff, Peler; Hopay, Michael, Felrangel, Freg Roppbom, Brian; Schulhsiss, Hedipnne,
Eharer, Janes; Whaley, Jean: Wi'ecman, Mark

Subjuct: WS Ervon’s Big Invesimenis m Brazl Contnbotesd fo the Fim's Collapas

December 3, 2001

Enron's Big Investments in Brazil
Contributed to the Firm's Collapse

By MsiAM JORDAN
Sraf! Raporior of THE Wall STREET K mraL

SAD PALILD, Brazil - Enron Corp. bulishily stommmed into Brazil, onby 10 have trouble beating a relreat
frarm Latn Amerdca’s biggest energy marked.

For example, in 1998, Enron offered 51.27 billicn for 8 Sao Paulo state electricity distribubon
company, nearty doubla the suction’s minimum prce, Two years later, the Houston company was
trying to sall the distibutor, Elekiro-Eletricidades e Servicos SA, and olher projects in Brazl, where
Enrom says it mvvested morg than 53 Gillion,

Even baefore the company's collapse in the US., Enron executives had admitted that is Brazilian
iryesiments werent working cut as planned. “The prospact of seling Brazlian assels has been
something we have been looking at even bedore the current problems,” s8ys company Spokasman
Keih Micel in Houston.

Enron's Brazil operations have sufferad from a shift in the company's global strategy foward trsdng
rather than producing or distributing enengy, local regulatery challenges, a shanp cumancy devaluation
and the counlry's enengy shofage. "Brazil is obviously nol the reason for Enron’s downfall,” says a
formar senior exacutive of Brazilian operalions, "But it definitely contributed.” The executive Said that
Enron is operating with a kess in Brazil. The company, which once had 300 corparale staflers in Sao
Paulo, now hies anly 100

In 19493, Enron envisioned a single energy marke! spanning southem South Amenca in which ERfan
woukd be the dominant player. It reoved aggressnely info Brazd as of 1954, belting on 25 size, growth
prospects and new privalization drive. Brazi has installed power capacily of 75,000 megawatts, and
will require an additional 25,000 over the next five years, 115 energy reguirements ara already four

3
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times grester than thosa of neighbor Argentina and the same a5 Brifain's, They will surpass
Germany's in five years,

The key to Enron's ambitions was a 1,870 mile, 52 billion pipeline lo brng natural gas from Bokvia to
Brazil's industial hearland. Rebacca Mark, then president of Enron’s international unit, crisscrossad
South America trying bo gain apgrovals for the pipeling and for a string of new powar progects that it
wiauld feed. Enron bought stakes in power plants. natural gas distributors and in 1993, Elekiro.

Enron's problams were, from the start, almast as big ag ils ambations. A 5550 million project in the
central Brazilian state of Mato Grosso to build thres power plants Ted by Balvian gas owerran fs
budget by 3200 million ard its constrection deadine by two years. The 400-mile pipeline neadead for
the project was held up when Brazilian environmental officials forced a 62 mibe diversion 5o a5 not to
disturb a rare species of bal What's mose, anly one of the theee power plants is operating and wrdil
Septernber had to ren on more expensive diesel fuel untd the natural gas pipeline was fmished.

Brazl's volatie aconomy atso hurt Enron, as well as othar foraign anengy inwestons, Elaking
distributes electricity o aboud 4056 of Sao Paulo, Brazil's largest and wealthiest state. Bul the
devaluation of the Brazilian currency in 1923 has been a blow © Elekiro, The government controls
eleciricity rales and has resisted companies’ pleas 1o pass on dollar-based costs, including conporate
debt, o consurmers. Electricity rates in Brazil are half a3 much as those in neighbonng Argentina, for
example, Industry officials say. Making matiers worse, Brazil smposad energy rationing in Juns,
raducing Elektro's revenua by 20%, said an enargy specislst who advisad Enron in Brazil,

The Brazil-to-Bolivia pipeline, in which Enron has a minority stake alongside stale companies, hasnl
burmed oul to be much of a sabvalion Tor energy starved Brazil either. Few of the power plants that i
was o feed have been buidl due 1o imvestor concerns aboul The regulatory environment. As a resull,
damand for gas from the pipaline ks less than expected.

Even the more opportunistic mowes by Enron haven't warked out. Earier this year, the company built,
in juest six months, a 5300 million natural gas powsr plant outsde Rio de Jamerd to capitaliee on the
coundry's acute anargy shortages. Bul the ocal spot market for anergy remains plagued by
oparational and financial-setiement protdems. So far, Enron hasn't received a cent for the anengy it
has soid from the plant. What was supposed o be a "cash cow”™ has lumed oul 1o be "a disaster,”
says an Enron execulive.

Enron has found a buyer, so far, only for its 25% and 34% siakes, respactively, in Companhia
Esladual de Gas and Companhia Estadual da Gas-Rio de Janaim, teo gas-distribation companies
serving the city and state of Rio. Enron and Brazillan state oll company Petroles Brasilairo SA signed
a desl on Apdl 30, Closure is imranent, Enfon says.

“They have been shopping asound for & while and not found the prces they wanted,” says UBS
Warburg energy anslyst Roneld J. Bamone of Enron's Brazilian assets. “The fact that the situaticon is
dire mow means .. they will get low-ball bids because peopla know thay are desperate.®

Write lo Miram Jordan at minam.jordaniiiwe com <malio;miram, ordandles] com=

Southern Exposure
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Enron's Latin American assets and interests include:
= Elektro (Brazil): Power distribution company in Sao Faulo.
= Gaspart (Brazil): Sgnificant stake in the gas distribution companias of seven coastal states,

-- CEG and CEGRIO (Brazil}: Equity interest in both gas destribution companins which were
previously government-owned.

- Culaba (Brazil): A 480 megawatt {MW), combined-cycle natural gas power plant in Cuiabsa

- Bolivia-Brazil Pipeline: Partnership in the 3,000-km pipeline stretching from Santa Cruz de la
Searra, Bolivia to Porio Alegre, Brazil

-« Eletrobolt (Brazil): A 380 MW natural gas power plant kKecated near the city of R de Janesna.

=- Transportadora de Gas del Sur (Argentina): An cwnership mlerest in the B 604-km papeline
syslerm, the largest pipsline system in Soulh America.

= Cantral Termica Modesto Maranzana (Argentina): A thermal power plant, located i the city of
Rin Cuano, province of Condoba,

Sowrce. The compgany

Gabilondo, Jose

Froen: Carston, Homan
Sent: bionday, December 03, 2001 1220 P
To: Bar, Shefx Berard, Slevs, Bisbergsr, Tmathy, Celina, MG Cichner, Matthew, Gabilcreda,

Joise: Gross, Jared; Hamener, Wiva: Lon Sanalamorena (E-melt Mickokalf, Peler: Bovey,
Michaed, Fielrangai, Fred; Roseboro, Brian; Schuthess, Heidiynne; Sharer, James; Wraley,

Jain; Windman, Mark
S bjeci: WE: Enron Cusiomers Sack Backun, Chack Conbracts for Oult Oaises

Decembear 3, 2001

Enron Customers Seek Backup,
Check Contracts for Out Clauses

Ej' FHoHNDA L. RUNDLE
Siatl Reporinr of THE WALL STIREET JOLIRKAL
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cnron Corp.'s commercial and ndustrial customars, incleding some big manufacturers, technology
firms and hotal chaing, ars scrambling to line up alternative suppliars in casa the collapsad errgy
company isn't able to supply power or meet othar obiigations under ils long-term conlracis,

A sanse of urgency spread last week among corporate customers of Enron, which filed Sunday for
Chapter 11 bankruptcy-court prodeclion. Some customers of Enron, Haousion, are scounng their
conlracts for angusge they are haping may allow them 1o egally break those pects, anargy
consultants said. Customers who signed long-term accords st prces above current market also have
& eoonormic incantive to drop them, the advisers addad.

A spokeswoman for the: Enron subsidiary that serves comemercial and industrial companies, Enron
Energy Services, which was one of the Enron unils thal also filed Chagler 11, declined to discuss its
customers’ indenlions, She said she wasnl aware of ans that has recently switched to a nval supplier,
and she said there havenT been any service interruptions, “The customers are calling, and we're
calling them, We're doing everything possible to assure that they recalve power and gas, and it's a
wery difficult situation,” she said.

Enron Energy Semices offers a broad spectrum of anargy-management senvices, and can lake over
naarly all aspects of & customer's enargy-related activibes, This “outsourcing” role ncludes
moniloring power melers, paying enargy bdls, installing efficient air-conditioning, heating and lighting
systerns and even designing and consiructing enengy Infrastnucture progects.

Enrgn Energy Sarvices is known as an innovator thai has grown rapeily since il began aperations in
153467, Thia Enron uni was “an lcebreakar into e executive suite of corporate America o show how
they could wnlock the value of energy expenditures,” said Craig Sieben, cheef executive of Sieben
Energy Associates, a managemeant consulling Tirm in Chcago. Enrcn doasn’t disclose oy many
ousiomerns it has, bt SEy= the todal wahee of itz |IZIFIE-|IEI'1TI contracts hes mushroomed o about 550
Dlon.

Nobody knows what is going to happen o all those confracts in the wake of the Bankrapicy filing.
“What the clients are heanng from everybody, intluding us, & that il you have any other oplions, Dok
gt them,” Mr. Sieben said,

"Wi're manitaring the situation very closaly. Wea @0 hava contngancy plans in place if we need 10
usa tham,” sald a spokesman for PepsiCo Inc.s Quaker Oats Coo unit, which recantly antensd inlo &

10-yaar energy managerment agresment with Enron. A spokeswoman for another major customar,
4
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Starwond Holals & Resorts Wordwide Inc., sald the hotelier is watching the situation, but doesm
expect 1o be alected.

[Tabla)

Caffornia’s universibes and stale colleges, which signed a high-profile sgreement with Enron in 19448,
are i negoliabions o extend that condract beyond its expiratan in March. But as Enron's finandial
picture has worsened, the talks hawve lagged, said Pat Drohan, an assistant vice chancellor &l the
state college syatem. *We ara kooking at altematives to try and counteract any unfortunate collapse
at Enron,” he said. In addition 1o providing electncity, Enron is the prime conlraclor on conslruction of
a new heating system &t & facility in Stockton, Cald,, ha said,

Cine comgdication Tor Encon's California custormers i that the state passed & law this summer that
prohibils new "direcl access” confracts between power companies and commarcial users, And in the
time sinca Enron signed many of its contracts in the state, power prices hawve risen by 40% 1o B0,
ralsing the prospect that if Enron customers are forced to rely anew on the stale’s Ulidies, thay
suddenty will be paying much highar prices. In other states, the situation is almost the opposita:
Customars abandoned by Enron might now find they can buy power more chaaply given the drop in
the price of natural gas, which fuels many L,5. power planis.

Arthur Gelber & Associates has been contacted oy at least eight of Enron's custiomers, bul "we
havent agsumed any contracts” ead Mr. Galber, owner of the Houston-based advesory and
consulting fern, which is & smaller Enron comgpstitor. Each contract is unigque and dilferent, bul "some
I've reviewed have an ‘adverse material change' clause and may be lerminatad.” ha sald. Ha
dachned to identify any of the customers or contracts.

Qther rivals in the management business are getting calls from Enron's customers. "Heve our phones
bean ringing more recently? Yes, of course they have,” said Bob Cickerman, president of Sempra
Energy Solutions, a unit of San Diego-based Sempra Energy. "But this isn't a simple business. |t
inwolves credit risk for the customer. You don't switch a customes with a phone call” he sas

Write o Fhonda L. Rundla at rh .oom < mailba: runelledss). Sorms
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The Econamic Times Omline
Printed from www,scopomictimes.cam - home -> back

CCEA ta take up Enron’s Dhabol-I1 oa Wed

NEW DELHI

THE GOVERNMENT is likely to conssder the Rs 1 0&3-crore foreign equity
restructuring proposal of UShased energy giant Enron Corporation for phase-[1 of Dhabol
power project on Wednesday

The Cabinst Committee an Economic Affairs, beaded by Prime Minister Atsl Bihar
Vajpayee, is likely to deliberate on Enron's equity restructhuming proposal which has
already heen approved by the Fareign lavesiment Promotion Board, official sounces sad.

Equity restructaring of the §1,57-hillion phase-11 Dihabaol power project a8 Guhagar in
Maharashtra has been nocessitated after MSEB expressed it inability to invest its 30 per
cent share, worth $128 million, in the project, sources said.

While Enron has decided to pick balf of MSER s designated equity, taking s total stake
in phasell of the gas-based powser project fo 65 per cent, the Huston-based energy giant
has appainted intemational financial comsultants Credit Suisse Firat Boaton to look for a
fifth pasiner who would be afflosded MSER's 15 per cent equity.— FTI

£ The Economic Times Online. All rights reserved.

The Economic Times Chiliie :
Frinted from wyww.econemictimescom -> home -~ bagk

Enron puts pdpeling project an hack-burner

Bodhisatva Gangul

MLMAEAL

EMROM'S travails seem ta be maltiplving by the day. The US ensrgy and broadband major
is reportedly in the process of scaling hack its plans to build a prpeling to transpot LNG
froen it terminal a1 Dabbol.

Accarding to sources familiar with events, around 13 employess associated with MetGas, the
Enron subsidiary which was 1o operate the LMG rerminel and pipeline and market the LNG,
were infommed on Saturday that their services would no loager be required, Cmlby a small
team has been kept in place,
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Ik responss 16 a query from ET, a statement from Enron said that &n "intemnal reorganisation”
had been carried out. "We have made an internal recrganisation of some personnel who wese
working on developing the MetGas project. A small core team will continue to develop this
propect and explore opportanitias in India's gas sector. The impacted employess are being
redeploved both within and cutside the company”, the statement saxl.

According to sounces, the US enengy major wiad frustrated a1 delays in secuning govermment
approvals in bailding the pipeline.

While the process of issuing publs notice for inviting objections for land acguisitian and
replving to chjsctions had been completed, the company was et 1o _rw:i'l-': |2|1-l.'- lJ_:tmI
permission from the central government to start the proceds of budlding the pipeline.

Thas invalves paying compendanon to l-i.ndm-'rmﬂmu.;h whose land the pipeline will pass
and a host of other clearnoss.

The persormed who had been asked to put in their papers were zisociated with the land
survey and otlser aspects of the pipeline project. The pipeline was supposed to supply LNG o
industries in Maharashica and Gujarat,

Enron had earlier closed its office in Guajarat. The Gujarat office was scouting far operaticns
in the oil and gas sectar of that state but kad ackseved [ittle success.

The staternent by Enron ssyvs the company is "continuing to develop the project and are
currently focused on obtaining permits and clearances from the state and central
govermment”. Enron bad signed sn Mol with Rashtriya Chemicals and Fertilisers for supply
of L.

The LNG terminal being built st Dabhol has a capacity of five million toomes, Of this two
millson tormes of L3NG, which is io be sourced from Abu Dhabi and Cruatar, would be used 1o
fire the 2,100 MW Dabhal Power Project, which is the combined capacity of the first and
secomd phases.

The remaining three million tonmes, which is to be sourcad from Malaysia, was to bave been
transported via pipeline ard marketed to industries in Mahasashtra and Gujarat, Thes part af
the project seems to have put on the back-burmer. The 1olal prpeline length i in the region of
40H) K. :

The LG terminal and iy power plant itself is almost 80 per cent complete. However if the
pipeline is delayed of doss pat get built it is not clear bow the entive LNG factlity will be
used.

& The Economic Times Online. All ights reserved.
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Gavt to belp MSEB pay DPC Nov bill

Archana Chaudhary

MUMBAI Jan. X3

THE Maharashira Government will give Rs % crore to help the electncity boasd (MSEB)
pay its dues to Dabbol Power Company {DPC), 8 senior State Govemment official said
today. This % the second time the State Government has been forcsd so step in to help
MSEB with payment io Enron.

“"MSER will pay Rs 70 crare throwgh internal accruals while the Seate Govermamenl will
provide Rs %0 crore to pay DPC's Movember 2000 bill," the offecial told Buisness Line
today.

The hoard has to pay DPC Bs 159 croee a8 Movember bill by January 25, 2001, The
Government had siepped in =arlisr thas month to help the cash-strapped board with iis
October pavments. This time around toa, the State Governmend bas oo ather option than
fo bail owt MSEB, according to officials.

"'We have sel a precedent by paying up Rs 114 crore for the October bill. 5o, we wall
have to help MSEB again. There i3 no other opivon. If Enron invokes the better of cradid,
we will be foroed to pay irmespective.” the ofTicial saixd.

Earlier this month, Enron had threatenad to mvake the letter of crodit claimdng chat
MSEB had been defaulting on paymenis. The State Governmen! had mtervened by
agreeing 1o help MSEB with Rs 114 crore as payment of the ball,

According to the power parchase agreement between DPC and the board, the campany
has to sell all of its power to MSEB. The board ks to pay Rs % crors s fixed charges
while the rest of the hill comprises vanable charges, mostly fsel.

The MSEB, as of seday, owes a sotal Bs 311 crore {Rs 159 core fior November and Rs
152 eqare for Decesmber

Sanjay Bhatmagar quits Enrom

MUMBAIL Farmer chairman and CEC of Enrca India Sasjay Bhatnagar, who was
moved to Singapore to head the mulitnational's broadband services in Asia, has resigned.
Bhartagar, who was myvolved with the 2,014 mw Dabhol poser praject, pus in his papers
last week and his resagnatian has smee been acceptad.

Bhatnagar, who i3 af present in the US, was last month posted as CEQ of Enron
Broadband Service in Asia bassd at Singpacre with affect from January 1 thas year.

Enrenm amd mn a sisiement that Bhataagar lad goit o "purswes ather mterests and we wish
hiim weell tn his endeavours™

A company spokeamsan said he had been transferred over to anather of Enron’s businesses
several months ago, so (e fransition at Enran India has already been accomplished.

“We have a strong management team at Enman Indsa and have every confidence in their
cantinwing ability 1o manage the husiness effectively”.
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Bhatnagar is the thard high offictal to quit Enson within the last six months, The first to
quit was Rebescca Mark, former CED and chasmsan of Earon [ntemational. followed by
Joseph Sution, whao took over from her. (PTI)

Cabinet clears hike im Enron®s Fhabol stake

NEW DELHI

THE CABINET Commities on Economic Affars on Wednesday permtied US power
company Enron to pick ap an additional 30 per cent stake in the Dhabal Power Project
Phgese-11 for $685, 75 mallion in the wake of MSEB's inability to take its squity share,
poiuf | iarmvenitary allases minsster Pramsod Mahajan s

This enhances Enron Development's equity mvestment from $5586.% mnllwon o $1119.9
rnillicm im the projecs,

I this foreign equaty participation of Enrorn, $434.2 million would be for Phase [ of the
power project and 568575 mallion wouald be for Phass [I, be sad.

Enron presently has a 30 per cent stake in the 51.87 hillion Diabol Phase [T, while the
remaining is with Bechied Enterprise and Generad Electric.

Az per the declaton MSEB would have the option 1o pick wp the 3 per equity at a later stage
ar a mutoally sgreed poice, he said.

With ithe enhancement of the equity of Enron, the share of RM{3EB halding has been ditlwed
to below 30 per cent,

Mahajan sad the govemment had earlier allowed Exqron to iavest up to 100 per cent but
under the renegotiated agreement i1 was decided that MSER would pick up M per cend siake
in hoth Phase 1 and Phase IT of the power project

While MSER picked up 30 per cém stake in Phase 1 it has expressad its inabdlity 1o di 5o for
Phaea 11

The foreipn eqguity of $111%.9 miltion will be comtnbuied through Enron Bauaritivs, a
whall v=0wmed subsidiary of Enron Infemational.

Ermon was issued an approval 1o sef up, own and operate a natural gas firsd combined cycle
power station with a capacity of 1920 mw expandable to 2350 mw,

Erman i3 setting up 52.8 billisa 2,1 84-mw plast in fwo phases, the sscomd phase is sfill usder
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conetrection along with a $45%4 million LNG gasification anit {also under mstallation].

MSER has taken a 1) per cent share in Phase-1, where Enron has a 50 per cen stake and
(Feneral Eleciric and Bechiel hold a 10 per cenl stake each

While the frst phase uses naphths as fesd stock, the entire projéct will shift to liquefied
natural gas ence the second phase is commissioned by December el

Enron, which i3 sething up a five mllon tofss LNG impont terminal at Dhabol, would
impart abaut two million tannes of LYG for the power plant from Middle-East for the
project, - PTI

D The Ecasame Tunes Online. All rights reserved.
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Christopulos, Greg

————
Franmm. Grawd, Maunesn
Serl: TussEsy, Jamngary 23, 2004 B85 ok
T Raip, Geeta; Mils, Mashal; Samplives, Gary. Chrigippulos, Greg Clapp, Gane
Cal Fadelsl, St
Subject: BE: IrdaTanhal Mestng

Fizase note the foliowing articke from this moming's press. summary
US Envoy: India's Ermon Project Key To Farsign |nisesimient

EOMBAY [AF--L)S, Ambasasador i India Richand Celeshe warmad florcay Sal
foreign rrvssimant in india would falier becime of slilcal preasunes that
threabened io derail te £2 bilion Enron Corp. (BME) posssr prajecl

It regretianiy feeds the concern amang Aamencan and ciher farsgn invaison
gl Inidia sernA s & EREs-than-reliahbs destimatdon for thelr mvesbmerd
dallars ® Celeale ol an sudience of Dusiness waders, pollitians and
nangovemment agencies in Bombay, india’s firencial fub.

India's Erpesl-gver famsgn invesiment fus best 0 Foubla since Decambar
afier the government of Maharashira state, ir wihich Bombey = ailualed, said i
would newiaw A power-purchass agreamant with LS. energy giam Enven Carp.

Maharashira cormders the power rales being chagsd ans axciaant

Trez agiesrmiant Fignad in 1985 deimts s rabe &L which Ennom's Indian
s bmidiany, e O Prosser Coo weill ==l alscircity 0 T siata,

Thea prcgacis fira fh, B porsar pland of T40 megawatis, arsady has been
GanmpBsaned, whie Ba sepond phass of 1,444 magawalis 15 schadidad for
compheiion Oy and Z009,

Cepreciion of the ndisn rupsse and figh cost of naphths Ll [ gananata
RiecTicity causad tha poeer ganarabad by the Ervon progect b tooch 7 rupess 8
ul_:!'li'l EI‘BEEE'I;H IMR1 B} agrasd an afen e desl was signed Sic years 3ga

1=1r .

Enrar g eaid it saw no curerd need o renegeliala (ha miff and maimaned Tat a ranséon from raphina (o ligueSed
naiural gas would reduce the: tanff.

Celasing, am appointas of formmar U5, Preskdant Bil Slnton, said he hoped

Bedh gides would fing & salution in chaosakng, Dl Calsoned el
‘perceptions a american and other foregn invesiors wil be afecied by he
e FTER e o ] and Miwy il B rasdkad.”

He 2= cespile parnershos mscSeans and rformabian lachnaagy. ULE
veshors were wary of India bacause of pplfical pressures at the federal and
slaia bval thal had slowe] the scorormc-ralcom Aganda.

Siréesing thes reed boosirengihen busmess Hes wilh B Celkedais Boiaead on
the Enron project and askad thal “Tha Dabhol power plant remain a symbaol of
gueisEgiul Amercan invesimerd m de aed nol 8 avensdd oF e impsdimerds thal
sli| hireder even greatar forsign dinec? investment”

oot i (2] 2007 Dhoee Joorwa® Al iy, g
Freceived by HewsEDGELAN: 172301 ;.23 (=41 |

—-'ETEI"IH BT

Eromi: Hao, Sesfnia

Sent: Mgaday, Jan 22, 2001 3.0 P )

Tu: Greyes, Maresn; Mils, YMarshal; Samplrer, Gary; Chrsiopdcs,
Greqg; Clapp, Gens

oo Radalal, Sheve

Subject: FW: india/'Daohol Meeting

dscned & Background radenal for the Enmon mesling an Wednageday, Flg, nebe b, John Hardy will also ba afending

----- Ornginal Mes -
From: Tam. BriggsEsanma sam [k Tom Breggeian e coir)

L

Q0500000000050



T e .

R -

BN ESS

=

FAX THANEHWTA'—

L S . i

| b g = 1_.

TN PR

'-Mr‘ﬁ:l-l:h Id & arw af the most e
rglh--n;s rew parenis do S macy
'Sl SRS & docdeler oo ach
Aéed 10 pich dorric ey tharen] bememe-
rable Bus ned mecked. Compandes e i
o g TR farty bsieis diey
nidm faint (B & hew nifme when
they &% i the heddy ofa drarbing
TTHEET, GF k4N In 36 name his
This week, far examphe. Glawn
v i AR -
canm develaced by Fu-
& deogn compary har
1 G TRETTeECIE shpes
8 et e Lo
Pricewarar ha ise Copper;
Ar_RrYHET 38 Bl Rl
LEE PN 2 F frerl e B ca et
= mbegh 1p vhe yraderdog and
sonsgned wotinvdee Fau Bag-
b=l cfeEise direcor. har
WO N MR RO DA et e
&, whath 6 predumakly whas

lered wp calbng thy comeansy.,

1 st as= irggaly § vy 10 ghoss DARET AR
arwienrd pa? Brrsn Pefesic um, fukbhkng
L Amecnand And ramaed s d e~
ciemis BntieiAmansirmn, Frudesdy, i
dez=ad that the "Sqlde® was § borden-

i Hnw MottoNam EA-:I: 5’5

|
(e £ . . Qﬁ&ﬂu—:r—
" e
E .I'il.r
R=E iq; A \
e fer ~ h.f:c- -;E'ﬂlll e BIALEaL SEVACE PLu B A TR IO

Wy ade e

e T ORI o T AT Y |

3 TYET T,

S1iEWas (R cit pasy | maniker )
& nxme thiin widdd y mesgnued doey

s eced muzh meassg. Whien 2 idecama
cornpany aseed john Wiliamaoe of vaif
Dllrs. 3 copumily , Wl e Ssoephe af
Mizriel a3 NAmE ST 8 IR RS nenEE,
I IO e sl i krjedied
O inibd. & fomed cui & B &ie &F
15a Brasding taremmiphs o8 the paes ceed,
NS Ty SRR e TR e TR W
i pefTec=drinblrg A malc af "My
Bick®, dwa kel Comneu, dimsice of
raming s nrerhiand in Bew York, burthe

Linooe Asssoass In San :-.'Iﬂ{dbb-. -]
Agikss, therame ke dovlopad for 3 1pin-
wifaf wr e Hewdeor-Pacbaed wasin |
peousder daysl A lesst apilest in |
FrENSUnEEstle, 35 398 0iNeT ersan-
clagrcalt sulh &5 Wivends, Aviads |
dred Corue Mgi w Diapm, pesdus |
of tsa Guirmeas-Grand Fer manes
Mt has @ wien posgk aay |
Diacga" carmgluin the waify boogy
formarty Bricin's Banpral Foeaess:
£ THEES. orire TEamiSn-tEr, o
Frinch ip new sty
TERITESS S MPET ek 4L ey
Thent Sk @ Sow farne ka o
bar wvaclakls an 2 domain name 11 alex has
o muelk ftrough mademarnk aw, and m
avesd pn sdepirabis mearng in 3 forspn |
lnmguage [Her o' Meova whiole Rafe
FHERAL “M0 Jo' " oh Shesaskh Arfn b = |
muwiies with the dipiraie mp ks,
wha ang Ekehy = b doeply consemvane. |
Hire sizs o pvplaa why Andenen Cene
il 1A 5a0ild cmerl S vivid ind memo- |
sl =aew of Mind Bocker ansgsenie jp-
mged for die meannglem Arssssined

—

Enron in India
Generation gaps

e

Enmon’s Maharashsra powsr project confses b ipark canifouenty

Sl“'\-’CL tH cqnoemon eerty @ decsde s,
the Delshal paases greess in the Indan
v of Maharishiss has gerarared Mo
procderss than sower. Dabhal and i =en
Hicchalder, Enrom Corp, Based in Tesdd
vl il of beling ledien ofcizl in
onder e the prmpas appacved Sod oF -
i patoe Brulakey iopai i breili, chargis
Enran wps wers damimed =y D1 esiuew
Thirweakissole ciswemes, the Wakisarsma
Sre Eleginzry Beoed (wspe), came hass @
defaub o s Mlhes Susesi (Saym) of bl
prasd v Dol e jaw Cemaher
3 P DA s ivemed on Mirvgary ek
whiEn e e are up with SR meneT o
mresc! the B2, ot tre cris i e owes. Db
hal's poraser will Become sien mam LT
wweaien avetend phase afthe projer 2oas
A0S EE P Larer Lhes vaas. [v i B ied fe iy
whn B bl m e e arden on A
EariEhers o § porws plar the! ilear=es af-
terd, or 1he damage that would by ore m
e rEfsdion ar o derinaton oo far-
W s Dt v che iAo e fn

-

Ereon's imenemens in Indla was sup-
pased i Bangr bath leedin Jheralned #
BEOMEITTY i wt and Bnron ake d B Fr
firsetring SrwiEn miimant i the coon-
IrY'| paACRT BB, Bar it Db bl Beasen an
LF W SSEP EueH Sirded s mesth Bl
WETEF Thar = subsecuen ehevions ivhalped
nadefean dis dtite joeerteien: thit bod ap-
proved i

Ths Walld Rak refoed & Bxanss i
maying that Makarsinm coubd nar absors
mie Jddilional poscr i e prse whah
DibEal wirdd chame B in s the e

oienaioly anreDabhol gevesmmen ao-
I-.::rn: 2 dtas megvans phrrcoming §11 bi-
fon shan wwns inip opemInon b S5y 1500
T EhaE T and & sesdied g do- i asa M
RlEAT LAY !'_El Blkee ivhiel B etk
“Prass Tem] "Indla had no evpensxe m
Sfjirtatnl” dova & iop ndinn porcrmmeE
affucinl cagdingwith secni ooy, "Enme war
sIvy Apprrtaiel)” The fmecoi Wb sfoied,
decpesing iuipEione

Fhenm Ome HIPEIRS ST pagne poeer

¥ 3 CLEemer winne radper ok At ren
exierd o beer, Ao Indiy =xied, fix fael b
raphvha, witich unsapeswdy deulbled in
price iy The afrebmenT G negotaed
Armen g w15 el D corm et o Dk
|'II:|. TR e B 15 D B i d ::-F.rrl.ﬁ.ln-:l
uplr.l'r barge” af juszm FEATE-A TR —

eorenning snin finad rureing cosm, wnd the
precis of Enros and ofer Thareholdas—
sign 1f I teezu m g 2iinsiey Fom Db,
Ewen when the plant i coerming ai clos o
Full capacin. mreleomicine (s mere espadinive
thaih Fat Feam S doeridd dwvailsble 4o
sacea, =enily old sl e avad hydo-elec
T M The SR1ES elecmicsy pejadiir
hid aidered mores oo Securcheapar sesmes
ofmipp :.'.Il'r!.'-!ih!!:{ﬂl:'F-.nElL'Hl.ul."-
pulsrsihes e umid o by erpra e

spphrha proes have Jjain reteded g
wideria bl conta nheuld d ros man. Bar warh ohe
mipng of sapacny. Daboal wil swach frarm
rapkeien 1o bueed ol pur. Thiz s »
crazpen Fudl, but iy aghrunder i so-pear
sonmt Clabko™s Smed chasge m wsEs wil
Bearings 400, The sl dliic oo
=ent REL st T L SOMITETIRE i Py The
L i o

:-uir.1 FFI'I-L_ el o ro: enimly
- :I AT ] i.'-"?" L F |2 LT 7 o
R BT L e P T 0 S AN
""EF‘I-' Zrancr & baizar 22at b2 Sy and
T FvworaTend o T, A e,

Tl AR A farrindiF 1T aem

0050000000005



|
BLISTINESS

g i third of the elericing 7 b o theh
aned leliapr, Tha comzined anmaal iases o
belra's e Sl £1TLE G DO QTLE ST AT A
Doty resrure asre e wasdarn af the
Dwchil prajscs, & mot the chich af & g

s b Enmn |',5. l:::_rrl!::r-:-.l,! =mui
mara sy . Maraniahl l.'r-i P BT S TG
i £l whH = pmre off

5 cusoress fo3 oo overy iy
desgmed m bk iz ar pennss of

Sernind rrgr thin & Sine ol Sl
b Dabheod coradd hawe dess with mis I

WELE dane? pip, iL Wl 53 B the RLss-
nadder wha watfer S tha peblc in kdia
andatezad: paymeni At pudraieed by

iy wtnre and ¢
15 DY IEENCRD
Moo A mETE N S

ri | P TERE L A6 el
EITWE 00T NI OTus TS
= Oerpdeer becl

PFawer im Califaemia

Light on solutions

Td i R el

der e Fas fuprded—sr g mme K
widr CEne, Enree’s managing Smetid i
il @ v sormpesty will T Traem
recT FnE AR 15 0N as s p e eontifies
¥ P | 15 opd igareiern, Fir o rerd. Lhee 3
big i et ar lenders will smp fnanzag
fra spzand phisc There i @i et Eroen
e mery R0 {08 pra ks T Dbk o al segetheT,
Refarma 2ol Tetip, & Bill pende n
parameni would coesmmge ful (hesaged
wsding of siecmmiony. which windd allae
Pabha i pees LElSM =pgadesnepr farad
B s 53 e i e el 4 kzen
it It wonsld & 51 EACUrEE L med
Fi] :..m-r.!: SEURSETRE B DOET P -
iy WIS dnel Fnos eEstmn iy pelpeiily
IF that hagens parhaps Dabhed will sim
st hemmeafa imen g thin assme

Califcemia’s paliticianid are red resaliving the iRasE's ERESEY CRES

-.ll'"'1 "-'.-'.:*-:5 have o endueng che
o P “prTaTREn

i !1:l.r mgramn o poubne that dhey are
ATTRILE PR RS I e wegnher forecast
1R Ewenibeg el Bouthien Caliimi
Eflisn and Pelle Cil & Feding, e 108
s i permer wilisien have Bemn "r d
-.:I' -. :i'J."-'l' o £ msare e they e le-
ity elawecd wecmasge thar soiail cilirSerd
in mspat monchs. = hey are bleeing md

Nk AT T ESANL ey Fradd s 18P
dek e af cver f1o Wil Wik cred I'._l
BgErecl -e-'ra-r".-'-.: 3 T L IS R Ay

diys of Bankeopdey, the ey jormssTed,

=i Davie, hasbenn urder inisne premune
r3esm vowirh 1 scheon
WirChavds delreeted el Hatea! thesLae"
A EE [anuary kR e war
dirrones m he poswer
: '": WA oA A ?I'IIF'H"
1 the porans ke i
them sir-af-
wrid P thogan-
& oot o S e oem
TR MERKOMAl BRI
ir] =umheis (ranng the B
il roimUa RIS B GuanEf
ke e
- R JED DITTeGRD GEe

o ¢ A
= 1L TH- -] ==
ErIiicn aE e

=i 1n2ech di i dhere-
fome A0 dffelle IR
he cniss AT PR
heerma 1h e JOEmiOr
[T1

chat B el d s eyt un -
125 O bk, it they emese) i b rshaied
45, ikl -_|u:_I|:" harcoald e awrded
fexrdard & Pome n o HE R 5 I-I-:I|1'!|:I
tran 'rhe povemosy -.|r-'|::: lncied] fiss
Ml it m e arkaey fredmil
Eran.
Lirddm:ermd, &= Caste i £5E 25T O3y
1 i hingron. o e el b s oo Sor samzaant
fabad-oul AR dRES el Y ST
£ v Bd] Rchardon, e crasgy el
i , [k TR Y SHCTE-
mi if B2t wAh

raid mrpl iy

'.F-r:.- = :.'i'.'l_l'.i:l'.l =TT

e i veran d the main sup e al parads
s Dl P i e hope Of SOTEITE s a5

[ F el [ F_'_'l. deal wass _I|:|'|'::.
=~ 1| _'l-l-'1|' :-\.ﬂ i_|¢ WL fr'.::ll: -ﬂ';l-

Before Calilornss's ligh go our

L

mexid, i o ig- '.l.'|,.:r\] | TR S T A st
WELKETIC B ITY | sfnat noppecl

Ary pehiting has iocontain 2 number of
siements, For a riar, the uiibes ared  he
Fraer mire Bt 5 Ay e debs thal e
hiave accumubaicsd Some Beid iesg armnge-
et wikesh o r umaape o arm boum Bomoxd-
win ihe =i B a3 DO SEL LTS
anticipamd reveriser, well dtdwe all the
mediaie Hopaidey OUurElR 300 porponr
bankrpisy. Then ddpalisn will _.-Il:":-t'l_ﬂ
have m agree W Eovide poess 2% S
PTics umneer prg-lonm Lol FLET
ikan eanmely thragh rpos markesan which
ik Auisines rgerly

Py, oorreie L e wen- Lo QUENRDR
af wtez wall mary the wilizas” bills B e
3ers willaed
] g B
an thmegh
urther i Ml Thie Bedssgoersd] chome-
hcksers af the vl conabmoepee it take
a Farhrr beatat. Hosssvey, 2 federal bail
oiir fomks wnblchs the petien | adSaib -
ipn ;..a-] it may by prepared g
poraT AL An “AErT Ve |,,¢|;|1|--"‘~ iT1 § &5
a{gr |r,s T e !l:_'lh'_'F plabediie S mis-
hel, bt &% AL oy Cal-

Farmra, witie® yored againes Mr Buth, fow
favoury In amp caes, iF bebeteci fhad ety

ib ik v e _-'|I'||'l!ﬁ|-'|'|".'-:-:|'|='l""*l'|
afRin. Pl Crasm. s powesTul Reprabican
w@nnioe S Toxom, |:|_-.||_l-_|_-|.|.i. “wifjorinily
B e any o |l.1 k= Cadifama pelis-
i ST g hpadi'

Tt mdfesion ) e HE, [ C2ger 21
o fpaneees of any pohrioe: ey @ mwd
cled rojulaiar, TS Sa0 pasms far e
mjaldan” in Calfamo

Jimed Hessker
chadrmass of e Fedsal Enegy I'-hlll.l::.:nl
o [Fimes], B "hi Ak
i [IPSHEVETED 34 17 T2y DT G0 BT, W i
Mol ur of & R
thorsgs.. :||.|;:'.t.i.-\."5IJ"|".'.'|".".'rIE'l""|:
fmire wumeEngs that dramdadally dusdn-
1angs the irusmys binensal
petfeeraree ™ He addad than
fiwirag thiram will rexy uies wasri
"o severa fmrm o 3 par-
ed gl tme=in Califomias
=3, trnes e fren veast

Tha 15 snsicle yEaighi
ialk rhic Gl
it rile el ienans snd Mg
Ll wouled go w45 bbb
Thar |5 Dot Wik ki
Haetker ekt frd KREET IN
thirsg = foe them, ke
wis Mo SEMpaifens m
wrra g5 of fedeml mk in
b Calil -.|.'|i.:r.a|il|‘.'-:“5
RN AT CINT ITTASNET o
the e On [Etudry i

- _-.Ilr

1o aSdmilE=IF L AERFT JITH S

0050000000052



4 |s2)?

FCTIR T
[FLSTTRILVEL] My Lo ssajed
W] EEYIE] puasara )
ATTRFEINE B CRHEITLE S0hp
4ud ) FEn 5 S SSETEE] £
il i) iR Jal parRiEuE
mll |7 Na OEOE RS
45 J o s R pur Vel
Pl ATl SRRSO de g
PRI Li%s DA B RO
wEll A EAIFE 6, Fury
Fipted rewilnie e
S B L L
DL [FLENpe i) O] duau
D ML 0 TERA M i o dn
i girey dupen ouT pLEmERE
pasiadl BE{|IN)-ERT Loy
qaosipen a5y pusdes dpy
[ mdsand el degurg g
Ak q) jEMInEEAnd g e
SIHULRGS ALY LY LR
EEAEY 10 TEED Jad ¥ AJD
"R FOEE
0 s D91 Reda avey
B q. TR MR gl s
s aam iy £ | ue=
RN PR AR PNICD AW
UL Of PITEEE FPEEcE
Ired [UIR) GRS ¥ Ryisje
[FEM aENE 0 EEA CLOIE
el fid adier o Al A
i
gy fimpeap s
ol ) et 0
JEYIRy Qe CeEd ang R
“pcd el | ermE] ey SEy
T "ML MERe] i T
“EEH] YNIM|E | ETEE] papaan

dEE E inenss e
E[{as 00 j WD J SR
= HE Al e geugs
MITeTINE GpEEMI]E B L) ES
INGD] DERE L T Tk
A e jiEgS
TR [ A3 AL MR
‘MIrA|E]jE OURE paraiegien
I FEP ORHLEY 0 Saslesal
|FOHE=INE  TRYL [TE]s
InT e mjmElcl g yeap
TENIFH B P Ly )
BaNY EEY [EL D] JAME]
oA I E] MY e
FOBENEL A|[PTRIDA DR .
"] EEIId FASJTCENEd BT
o SELERO B T 0 B0l
B] B8 ERATAE SS(umice m]
uj ERduEnp. EepEEurg
U] SIEIARIIR] SO
and M| J oE] a5 U usT
il | il sal) SHujl
- LU ELEE e )
Jwrad
W e sy S g
S upzene elsual ®y)
o AN W Y W SRR
LjmEarpd my pnes gl
WS o HOfESEE LI ]
I i G TR
-nal ey Moo ) ke
DE| L Endds [EIpEEEEg WL
que |y ooy Claoes
sbatars i FEL LR TEipLy B
TR LR N S L
Frnrnresioed popeasdes
.“_..._.u_._.u.“_H.w LT L TET L [
mrgjen onl mmEw ez oo

AR Ry e Dey) Py EeSLE
JPLE IR ROE EOLTed R
gy EEl Ey TS O a] TrEs
ITEIE ] W S PR
ANEE LWED EMETLEANA MY
“TRL BRI IR
[EkisdE “IBOm g0i TWajl
RS ] 0 IRC
B U] O selindmes sl
PELAM] 7] S RIS
L AOUERT 5] ECLTR U
F¥ o1 YSYE FAS[puap
FrERpm AjpajEsdsg  JEER
o eEEpEEEoey eyl
o EETl B AR

BICYEIN UT CPECERE|E] (R
Eaonpn s o] ek i
FoN) 5 ansmglal P

T _..._r.. REVI1 pEndE 3] JuE
SRl B AHE kel
gl pEn wdungaaag el

TR agn E oaow ) aed moe

M RTTRENG EL S
N FE anEm sy Soageas
] [TSkdas biil &8 o
s = e [ S ) T
i Lias jEy) e el ey
IFYE
o pEy Sy e e easdn
Avpeopfep Jo) i531g
“fEppd e pRETETRN duanh
EBEIEE FEY mJED CfIuaa

UEapE{Iung & R 84 [l
LAEER) FjE pEEe ewATEun
Hif] C#Eijeion gess) §oy
B sasymgo W FweE Y
e A 5 AR E 1 N9 A
O] ERjiodpeiid] schbajlif)
S LIPS &DE 0 Qe
ey Surdoee JlnHe Pz
o1 Lt T B e | By TR

ELE LI T L5 T

Fom ompn(y duvm o) e meere) ey sl gores sy LN p0 SN Gy, PUEEY g
: -

af FRLS FiM eMERE SE

] pRIR CA[EE L R
Aol an goeg Fowger),
(E0gdl  aeEmai  Jog
~TEEN EIETpEL RIS T
P P | L AN
W R _Cleap a1 Am e
W O] prEleEs piEw apgaE
). RN S MIE
o &g TR O
JOE oS AL Pl m dasE
e pannraasnd e U
T e ianpeidd paid woig
miaphie o T 45 e
FEALT R R
“EE)
nageEe seasdn rg o e
Bl B sEiSs] [eES P
e S pEanpesd e ol
ey e mmdiee Casleaos
el F OHaF Ol Al

HpRpI IR (833 piras o

urdsg Eelm e dpgs
bl U LF e
] el ANV SR
uE ) el payesdneudhaan)
FUY L] CEep Ty TD O
Uy Amen o TRdinn ged
pepn E Laparan gy Fudap
‘LEp ® I 0D EEE| i
it o T o
il
SN JAgUES CRANE UD S
‘R Wy R R [T
a0 A pERElE TR
TN BRI L 0] i)
pgEnEr oql roopausds
JMgE §eEg apEas o)
FR IR AUPLE (O DY
g AERED wa I...ﬂ“._._
T R RARER 0 B
myamom g1 ojeed By o)
paDmA SR STE WESpELATE
WL RN [EEEGTRILEE]
W L
-angeu] paE us{iem) o )
SPERE W sATeE Ay FagEE
W] 349y moajed  aud
ABYEN] I S[UACAl ISR
sond WEEH s A ey
=) PR el e pape
-Jad- Ul LTy puadE Yy

BYEL(] Ul UBZEYD) —

PIARQ EE “sE0ud
ShmLEa W LR
BCRY U JO BSTEDRG
DSUEMW SE 52130

pjoy uo s)osloid seb jeinjeu Emmum_mcmm H_.a m__ﬁ_mu 80U89I7

1

0050000000061



Te i’

00500000000850



I <7 - T

w_ L]
Sink or Swim
Rebecea Mark's Exit
Leaves Enron's Azurix
Treading Deep Water

Venture's Troubles Vindicate
Her Rival. Who Pushed

Parent in New Directions

A Bad Smell in Argentina

" By Piiaas BMTT
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Nigeria votes 4.3 billion naira to improve Saach

power supply [
15, 2000

poesbesd ol 12204 PRAEDT {15004 GMAT)

LAGOS, Nigeria (Reuters) - The Nigeriss govemsest will spend abowt 4.3
hillion nairs (542 millicn) fo extend electricaty sappliés to 41l rural areas s
the West Africas country, a newspaper neporied on Wednesday,

The mdependent Thisdey -i'um.nd the chairman of the iechadeal comminee of  ZEFE° 8
stwe power manopoly MEFA, Livel Imoke, 83 asying that the project was

part of President Clusegun Obesanijo’s plans i ez kibe porverty i the ail- Tuiss meoiEn

produsing oounry of over |10 million people. & i
o e (i
el s Sesin

Imoke said the government had comcluded plans io incrense power generation oo
I'Iir the HI:IimilEE:EI:I.I'iI: Power Asthority (NEPA) i mest the expansian =
pla

Wik

*Crver 2000 megawatts of eleciricity will b generated by the end of this

year,” Imoke said. ",.fr';.:“_ L
e el
Migeria curremily generaies coly 1,400 megawatts of ¢lestricary from & Franos and
ible outpen of nearly 6,000 megawatts doe o broken down units iCosoonde’s |
llorming years of neglect by sucessive military regimes. acing;
President Ofasanjo's government has commenced & major rehabibiation 'EE.m
programme For the power plants, ahead of NEPA's privatization owands the TR ETOR
end of nexd year, URlED P
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=ity 1o reach an earky Egneastant on SODraHTIG neform wit T IMF,
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Jahm Dden secreiary genaml ol the Migerion Lator Congress, san pubbe secior
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i ihe pommencal capitsl Lages, damanding payment of a new minmur wage, T
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slacinicly sicion experms io Niger o adviss e gevermmant oh wirys of
weuertu ulineg (i nalon's orumbiing power eynlem, officisls aaid hofo yosiorday.

Waarmhie, the Wiorkd Bank Mondsy sppeinted & nine couniry divecion for Nigerns,
narming Mok Tomirson, upgrading il misson in Adnco's mos populowss counlry
AFP {773} reports. The bank sad @ai with the naming of Toméneon, the
organiation’s e¥ois wisll mow b directed from Abua, snd no kenger iem

Washingion
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panad has recommendes Ghanges o an acoord batesen tha Lagos Sais
aitil 125 comparny Enmn the! would bring an S500 miliah iFreaiimant,

MISERIAN GOYT PANEL URGES CHANGES TO POWER PLANT ACCORD: BEPORT. A Nigeran #J"' f
govsmmet W \'
AFP says o lozal report said yesterdey. The committes uiged # sersgaSaton of

'!.-

s Pesvar Purchase Sgresment [PRA) sigied i e Ty Lagos Sals, 5a
simie-run Maticnal Bedic Fower Arsorty (NEPA), and US group Erren, Be
rewspapel This Day said.

The cornmilles recammendad that e deal under which Enren kale @st year shipped
& B-megrent Aasling pmﬂ'p.ih:lHq-n‘h iheimile] B vl 10 IRETaEsn
capechy o 1T mprerns, o paper said. Fiowsas, $i pecond i of T
agreemart, urder stich Encn would bulid an $500 milon S40-megawat peeranent
power plant north of the ciy, ahould ba pul ep for competthe fendaring, Ba

ipapar sad.

Thie coemmitine also said Fere shookd b frfesr renegotiation on e il

pricing te=re of the dasl, penslly deuses jor poor periommancs and conted :
ferminaion amangemesis. Thi recommendatons come afier the World Bask last
wesk supressad doutes aboul the agreamant signed tn boost the curmondy
Inodeguale pres susplen evalash o e OUNTYS eConomic capial and mos!
Populous Gy

The Financal Times {p.8) akse reporis, noting that the Winrd Gank kas ia
ooncems: Beron can "chargs & high pric for sl used in the power plank: doss
nat fully carry thi plant compaiition risis thal are under s contrel bafalit

from peEnereuE aITEgETanis for pamen seourty; and wosld receee Raceasha
contad laaTinidon payans.” Thiso ane alss questons abol how the deal wis
pcared, B wlory Ly, noting that the ‘Worid Bank: hes joined after Nigerss
ragione In quisiiening S prvileged access of Lagas 1o & federal subsacy.

THAILAKND: CITY'S REWARD FOR SOLUTION ON POLLUTION, Basgkak it o s desipraied
by tha Wil Bank s Asia’s model city for s tackling of air polution, he

Merion (Bangear) neports depusy Sangkok govemor anrcunced yilicday, Barghok

desuty pevemar Mahin Tanbunghosm ssid Bangkak Meirepolisn Administration (BMA]

will hisid @ eomUloSve meating betwesn Workd Bark President James Wofensobn,

mEmasth Sasniens al 15 hasdquarem mat Tussdey,

The maeatng will fcus on bes? practices on alr qualty coninel. Tha Word Bank
presidert will laber declans Eangkok am Asia's Model City For Alr Polulon
Manapesedt, sad Masin Mahin said that Bargkok Fas beas haled by the Word
Bank becauas of the BAMA's thres-yoar efTorts io sobes iy ar solulon Manace.
Tha BMA has engeged sl messunes D ourb air pollfion in S malrepols,
inciuding srastig meloiats for vehloular pollution, desanzdion ol

palution-ee roads and requestig the govamsant bo announcs Be BMA'S
poduion marageTant pchems as o mational agenda, FEpons e peoe,

Secaratny. tha IMF yesterday commended Thadersd for ks eonomic recovery and
rebuin 6 Eeancinl sinbiity, m“u;mmm

footer pructal b el Ba ominued appbcation of aupooitha
mETnemnamic pelies, moors AFF.
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Bbraspilens podnd, “Wa would ke o miationshia in which lending is only gad of
the process.” In duiune polioy, daiogus and menikding might become Mo
important, and ihe bank's contribution mighl be fsasuned by succese in theas
areas, Bl i e Bank now sow ol as 8 super comulant, i was swam thet
i would hiva b ofler good advica. “iveme only as good a8 our keas,” e
Seiraaaiizmr.

The ik Gl 55 A3k Pulse mports thal %a LINs Eoonomic and Social Coundl
(EGOS0E) will hold & mesting with & number of donar counirias and agencies such
as tha IMF ane thie "Perid Bani o disouss the scenasic orisis in e Asan

region, ECOS0C Frasident Makarim Yibisono ssid yesterday. Wiisono said he
hopsd a rumser of Fnascs minisiers from the UN mesbar stales would shand the
mssting Behedulsd for Aprd 15 al e UN headquarers in Mew York. The mesting
s eapecied % produss an agreamant conducve i tha seftiement of funcing
dificuBes faced By Asiem counines, ho said.

GERA BETE UP JUDGCIAL INGUIRY INTO GORRUPTION AT STATE CARRIER,

The Migarian gorvemment has st up 3 judichd commission of Rqury nia tha
runming of woubled stoie carmier Miperin Alrwdyi fram 1683 b 1950, AFP reparts.
Justica Misister Kary Agand sakd yestersay  Agabi, who inaugurated Fe

eaver- msmber COMMssion on Tuesday, foid sepemers Ewas unger orders e Bring
1o book perpainaiors of comupion and econcmic STREE"

nmm:mmumrﬁ-#ﬂuummm
and mismanagement at the aifine between 1983 and 19658 had ot Ngam $130
rrillisn il pushesd up the carmers dabits 1o lozal cosdiors to $7.F milfon and
§71.4 million %o foreign crediers, Moes than S50 millon wers Sost” in
urssdainied "cash paymenis® whils $100 =ilion samarked for the databishment
ol Air BEgeria, & mooted ineratissal arm of the camer, wae undccounted for,
ihe report sakd

Agabi smd Wedrasday the govemment dd not wiset thi judcal commission o Ea &
"oy for=aily”. Tha new oivilan govemmen which 100k powor et year v
dfer=inmd 15 chass down thaso invohied in past corupiion, he sad. The
govemmeni Faa also pedged 1o privoloe MNigeria Airwys and lasl yee sppcinted
the Il as advisar, the sSory rolse.

I o e, Teuders reports Enmn GE0 Ken Liy Said ho was surprsed i@ racan
mmmmm“ummﬂmhnﬂﬁiﬂndlmH—H
inwmeirmeind disal Eaimeen Ennon ond Higens, Enren wis 10 provide powss geranaling
barges in supphy sleciricty 1o the oty of Lagos whils consinuciing a

Gal-megoast gresnaling pant, bul e Bant mparkady has questiored whethar
e eers Wang 100 frvorabde for Enron.

"ur peopks did A negotialpd ransaction that the gevemment is very Rapy with
g3 I'm ol suss whal B Werld Bank's probiem is,* Lay is quoted o3 saying,
*The ‘Workd Giack is not always iotally enbghtensed in som of this, They fawm
pier inkerasts thal By Bing o T loble, bul e o oa much betie
goveTIment in Migera Fwn Wi Sei ina long, long lisae”

WORLD BANK SKEPTICAL OF PRIVATELY RUM IVORLAN COCOA MARRET
Tra ‘Workd Bank ie prepseed (o ofer iechnioal supeed 1o Cie dhoine’s cooon
@i eoen farmems in thei plars 2 et up @ new prise Tedng Sysiem, provded

H i braaly 1N By e private pecicr as proposed, Dow Jonis Fedons a Bank
official said yesterday. The commants by Jon Mointn, chial economist for the
Wikt Bank In Abidian, came the day aher intemabonal lndiers met with leazing
beirian TaMTATE PEprensrlniv 19 discuss Tl plam ke @ fied price
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HIGERLA SEEES TO Wikl OVER PARIS CLUE DOMORS.
Miganian Preaident Dlusesun Olmsasjo will iy 1o paich up diflerenoss with the
Pane Cizb of bilaleral craditon and cesrcseme mmainng cbsiacles 1o an

agresment with Ps IMF during & visl 1o Frasce this week. reports the Financial I.'-'"Z‘
Times [p.10). His visk folows eforts by the Fund 1o s5ien the poston of

e Parls Club, which may be cwed 2 much as $37 biliom of & boinl odesmal
ﬂtdiﬂlhﬂn.mﬂlnﬂh‘l‘l“|wm r’l;llfl.;'

Aig @ candtion for restruciurieg, eficials sy Fors Club merbanm wand Migaria lll\

fo bagin paying off efisifs o8 serdcing Sebis io bllaiersl creciors, which o
amound 12 altost tes-thisda of the ol debt slock. Some cedia’ gévemments
are pushing Nigera 1o doulle budgeined payments this year 1o 53 billicn in ne
wilh Ipresemies in thi vasrd price of o, which aocounts for mons than B
percert af i axpor reeetueg,

But an overal leap b5 peryments looks unikely, this Slory says. Obasanjo argues
thal unlsss eeoumes A resd) ireercs povan Ty alisvioton programs, socdsl
irstatilty will reviraa e Tragis derooratic gains of the past year,

Citewangs fousd syrputhy for hi sppaas for Nigoria's debt arden 5 be kwemd
o # vl |0 Frarcs yesterday, bul sguicss cose 1o the Parms Club of credior
erorliieE wamad me reducEon was imminen, reports AFE, “Francs & ping o
corvincs the INF and the Pars Ciub of eedilon nations that a retuslly
accnstabh ol rmuss Be fund,” Franch Frime Mineter Lioned Joapin ia

quatid i saying In Dtasanja

B & sours oose o e Pads Club said ro decussiass & the coening's
pasifon woul teke plaos his week. Cisoussions on restrusiuning Mgorias
digbd repasments wil begin when ihe IWE has paissd judgement on the ounin's
eoonomk reloren program, e sournce said.

Meamutils notes the FT, e (I ix kbeen b0 avoid being soen os the debd
oolleciar, as mosl Nigardans hlame srucsersl sdpsiment reforms of the lale
1B80s mors fran misary miensds for decining ving slndonds.

in cther news. the YWord Bank has mised quesions s the fooms of an
pgreemect s kst year Batween Fu Ligos Emain govemment acd a private LS
compary il inclodes a5 3300 milon Fvesiment &3 part of @ scheme o apply
Mmﬂﬁﬂﬁﬂwhlmmwﬂfﬂhﬂ_

Bank offcsals confinmed @ mper in the local newspaper, This Day, which s

the Bk Fol exireiand doubis st e dial signesd et yeor Betwean Lagos
Sxaba, e kigirfan Slate-rum sscircly operaior NEPA, ard LIS powaer groug
Errom,

Soon after the deal was agreed, says the siory, officlals in NEPA began mising
phjpctions saying T price se1 by Enma per unil of aecinicily suppled was

ina kigh and would Fave boen cheaper for Migens 1o Fave bal s own planl.
Ll weak, Musi al-Rufal, head of the Bursay of Pubhks Entaiprises, admifiad
thist v il wiie Liedier Terviirw by Wiold Bank oficiale called in by The
goemnsan, The sficaly argued the berms wene Do fvomabie o Encon and had
bezn monchuded improperty. Fauisns aksh Mponis.
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Doubts over Lagos governor's CV give
state a lame-duck administration
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MICERIAN GOWT PANEL URGES CHANGES TO FOWER PLANT AGCORD: REPORT. A Nigeran 5 | )
pasve haes recommanded changes i an sczond between the Lagom Siale T,_]
and US company Enron Sal would brieg an $800 milcn immestmant,
AFP asyu 0 loml report sald yestardoy. The comsitiss urped & mnsgotation of ||||'|.
4

F
tha Fownr Furchase Agreemenl [FPA) signed lasl sear by Lagos State, e
alate-rus Motonsl ENcin Power Authodty [NEAA), snd LS group Crmen, e
Mo e This Doy sadsl

That comimities recommanded that the deal under witich Esmon ke sl year shigpaed
o Bl-magawalt foalng power plant o Nigera should b mpanded 15 ncaise

cagacily lo 270 megewats, i pager said. Howewn:, ®w meond part of e

pgresmend, under which Envon woeld bulid an S800 millias S&0-regaseli é‘
Pﬂﬂr:ﬂﬂ'ﬂlﬂﬁﬂﬁ.m“ put up bor corspafilive enderng. tha
papear

Tha commites also said thens should be further Femegotiation o the unit

jprbzing leeva of the dual, penally dacees. For poer parformancs arsd controct
HETRALEDN AmangamieniE. Thi Fesosinacdabon come after the World Bark last
vkl expreased doubts about the agreesent signed 1o boost the curmenty
iuﬂm;*_munﬂuhﬂl&wﬁmmﬁmmumm

The Financial Times (o8] aiso reports, fotiog that i 'Wedd Bank hag B3
CONZEME: Enron can "chargs & Righ phic tor Ll used i the power glart; doss
not fully camy e plant comped§on Asis thal ane under its conirl; banefits

from penamus amangements 1or paymien secury; and wauld s oesska
secured, the siory saya, roting thal fa Wodd Sank hio jiced cthe: Ngerian I
regions In cuasticning the privieged access of Lages 16 @ fedenl sutsidy, o

THALAND: CITYS REWARD FOR SOLUTION O POLLLMION.  Bangkoi i 50 ba desigrsied
bry the Wiorid Bank ae Asia's mode| city for its molding of air pollation, B

wall hasl & cassullainm msetng batween Word Dark Presdent James Wofensohs,

Eeiverd Fom ASEAN couninga. Thal previnsial gesemors and masors ared BN

axkculive manbers o it headguanes nast Tusedary

Tl mieglieg will fodiis on Bail pracices o ek qualty contrel. The 'Woeld Bank
sad Mahin, Marin said tral Bangeok ks besr hailed by e Werld

Bank teauss of e BhAE thres-year afors i ssive i o pollobon menes.

Tha BMA has engaged savemn| measures io ourd air pollution i the mefrepols,

inchadieg Brmadting melorivl o velicular polufion, desmarsation of

polhior-tes reads aod regeaeting the goremment 1o annoence the BAA's

polluion marsgamant RchEme 48 d nalicral sgends. apofs e piescs,

Separaisty, the IMF yesiesdsy commendsd Thaland for B ecormamis; recowery and
retum i firancsl stabiity, b wamed tal 3 sustaired msicund rquinee

fmsier siructural refom and the contimged sppication of supporttms

TR DEGONETIC pallsen. reparts AFP.
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SetpalTin mdchivd, TWeE waoubd Bk A mh-ﬁihﬁlmllmmﬂ
he pociia” In fulum golicy, dalogee ond menieding maght become more
importani, snd e bank's oonirbution might be messused By succeds in thaza
oo, Bl s Badk now Sow HSof a5 g supsr consuliansd, 7 was awane Tal
& would Fuisei L oPay good advicn, =i m only i gead s 0w deas,” said
Schwailzar,

The Fewcs Goimic 08 Ask Pulse mpors el e U's Ecomemic and Sodal Councl
ECOS0T) will hald @ meeting with @ number of dossr coanirias and agences puch
i U LMIF @l this Wiord Bank in clscuss 1ha econcimis orisls in he Asian

regicn, ECOSOC Fresident Makanm Wibisono sid yesiieday. 'Wibisona sod b
trasgeied @ Eieminer of Tinance misisbers from thi UM member Stoes wosld atiend tha
mmmmutmuumhmm The mesing
s mapacind b produce an agreement condudin 1o the somament of Anding
ditbcasai leznd oy Asion counines, ha saxd.

SOG4 BETE UP JUDICIAL INGIUIRY INTO CORRUPTION AT STATE CARRIER, \b ‘lq.",

The Migafies gowamiment has sst up a judicsl commision of inguiry into The A/ rr
runing of woubled staln camer Migena Ay Fom 1053 o 1956, AFP mports i}
Justicn Minister Koru Agabd eaid yesiercay  Agals, wi inauguried the

sivan-member commission on Tosstay, 100 seportens [ was under omes 1 "hiing

ia book perpetralors of comaplicn Sl &SR0T OOMEs.

A repor by @ govermment paesl of ngquiny Peeased last month sakd someplicn
and mismanagemen] & tha silne Babssen 1883 and 1568 rad ooet Migaria 3180
mmmmwhmﬂhhkﬁimmﬁﬂ.fﬂﬂﬂﬂ
§71.4 milion o foraign cheditors, Mo than 550 mikon were Sost” in
unexplained “cash paymacis” whin 5100 milon sarmerked for the aslabdshmaent
ol Al Migera, & moosed inlematonal am of the coamer, wem unaceounisd o1,

this repot sk

Agabi wsd ‘Wedrasday the govemment dd sl wanl I judicial commisson i be a
*remm fereralbily”. The nesw chvilan gowemmend which ook powor s? vsar wos
deter=irad 10 chase down thoss invobed in past comaplion, he ssd. The
govammant has also pledged fo privalos Migaiias Adrways ored 5] yeor sppanie
this IFC as adwviser, the slory nolas

I oiar news, Feytamn répodits Esven CED Hen Lay sard he was supitaed al ficist

pEszarts that the World Bask was queslioning the faimess of a propossd power

inwestment deal Behewir Eafon and Higena. Ennn was fo provide powst genacading

barges 1o aupply akicricdy o e oty of Lapos whits cofilucting a

M- magawstt gaeseraling plant, bul fhe Bank mporedly T guistioned wWhether i%::*“"""_;_F
e fere wam loa Bnerable Tor Enron.

“Cur pecphe did a negolialed ransaction that the govemment is very happy with,
g0 ['m ned ause whal B Workd Bark's probiem is,” Lay B qusied & saying
*Tha Wéaeld Bank is nol always ioially snbghtaned in soma of this. They haye
ot mlnmsls thal Tay Brng to e table. bt tha is @ mach befier
gl in Kigena fan we'ss seen in 8 long, keng Ema.”

WAORLD BARE SEEPTICAL OF PRIVATELY ALUN NORIAMN COC0 BARRET.
Tha '‘Wiadd Bank |s prepaned 1o offer lecheical soppor o Cle divoire's codie
ﬂmmhm#ﬂﬁﬂlﬂﬂﬂlmmmﬂ.m

it IS truky run by the prvete secher as propesed, Dow Jones reports a Bank
afficial sald yesterdey, The comsants by Jon Molntne, chied sconormisl for S
mmnmwﬂhmmmmﬂlﬂhhﬂm
hyarign Farmers’ repnesenlofves b decuss their plans for @ foed proo
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WIGERLA SEEXE TO WM CVER PARIE CLUE DONORS.

Wigaran Fresidect Closegun Jtomanjo will by io patch up differenoes with the

Fane Ciub of blaleral cracdon and owsta remanieg cosiaces o an -E
agreament with the IMF dusing a vist In Franca fis wis, repors the Financil ,J} |;f3
Times (p. 100, His wisk follows eforis by S Fund i schen e poaiion of

i Pang Club, which may ba owed a3 mech as 337 Billeen of a ol mdemal *-I

debil of 534 bilon, according i the latest MF eatiswle. »,DFJ qkaﬂﬂb

A5 @ pondtion for restructurieg, oifcipls soy P Clul rmamibers wanl Nigoda
10 bagin paying off asars o servicing debis % bikeal cradinn, which now 4’
mthMImhiﬁdﬁﬂ.ﬂﬂﬂmw

ars puthing Ngets 1o doubls budgetsd paymants tha year i 53 bilon in lire

with Improremenis in e word price of ol, which assuts By mam than #{0
eroint of s avpor irennoes

Bul ar ceerall leap in payments ioois uwikely, the story says m-l_r'p.-t
Wl S eSOl oS @ frecd iowards povery aleviatdon prigrate, el
irtata bty wall revira T ragie democratic gaims. of the past year,

Oibas arje found sympaiy for his appeals for kigera's debl Burdis 1o b Kwaied
& @ il bo Franco yesieeday, but soures close o the Pars Gl of credio
crinag meTed 6o reduciion wa imminent, mports AFF, *Franca i irying 1o
corninos the MF and fhe Pans Club of crediior rations thal & mulsaly

e piabbs solution mus s found,® French Prics Minsier Lonel fospin s
gunied as sxyng b Chasann,

B & ssures closs 1o a Fari Ciob said no d@scussiong on fhe couniry's
presttion weald ke plada s weak. Discussions on resiruchring Nigeria's
chalsl sapaysant will g whia tha PdF has passed judgemant on s countn's
dsnriTRG peform program, the souoe sakl

ldgariwhidia, roles #e FT, the IMF & oo b geoid being ssen & Sa deki
collecior, & most Migerians blama struchiral adpestment rafoiro of U late
15803 mors than miktary misrule for deciining living sinndards.

In other news, T World Bank Fos raeed) quesions el T lenmes of on

agresment signed |asl yasr beterwen the Lagas Etale govemment and a privale U5

company ot indudss an 80 million iseesimein & part of 3 schems oo supply

sdsciriciy o the oy grid. &FF says in & separala report. Kigenan and Weorid

Bank oficiale confirmed & eport n the lozal newspaper, This Day, which eald

the Bank had napressed doubts about tha Seal Signod st pear between Lagos

S, the Nigarias state-run shecincty operator NEPA. ond LS power grous é,—-—-—
Eruon

Goom pher Bha Seal was pgowed, ieys Ihe sy, ofclals i NEPA began resing
shiscinm saying the prics set try Erren par unit of mectricity suppled was
hﬂhh#ﬂﬂﬂﬂhﬁimwmh“hhm_hmm
Laet wesk, hasit al-Aufui, hasd of P Bureay of Publc Enferprises, sdmitind
thal T deal was under review by World Bank oficials called in by the
govemment. The oficals angued fhe femma wens 100 hivonabia o Enron ond had
basn concluded improgedy. Beuters slec naparts,
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HISERIA SEEKS TO WIN OVER PARIS CLUE DOMORSE.

Nigarian Prosident Oussgun Ceasanio wil ry i paich up diferences with the

Paris Club of bilaterl creditors afd vefoome re=aiing obelades o an

sgrwermant with the IMF during & visit 8 Franoe this weak, raperts the Firancial -”',.3
Tifrees 4p. 10}, Him wisd foflows effons by the Fund % ssftan the postion of I}J

the Parts Club, which may be owsd aa much o 527 bilion of & total edemal

duate of 534 bikon, accoming i e latest IMF estmutes ,Il]rﬁ.l ‘1\ ﬂi‘b
"'1.-"'

Ax w eandition for restruciuring. oficials sy Pans Chub memBars wam Migena
%o bugin paying off amears on sericieg debls bo bilateral crediorns, which now
wrmaurl 6 almos dwn-thirds of tha 1otal debl sinck. Some chedior povssmments
ang: pushing Higers o dakib budgeied payments th pear b 53 bikon in lna
ﬂMMhmﬂHpﬂﬁﬂuﬁ.ﬁﬂmmbmmm
parcin of S export nesenu,

East o carerall Ineg iy pargrienis looks unlikety, the @lofy sy, DDaans prgees
It Lfikess rEsoUrTas ane freed liwards paverty allsvialon orograms, socil
icalasiity will reverne e frngile democrabic gaine of e padd ypear.

Oisasangs found sympathy for B eppoals for Migerns's debt rden o be lowered
on @ vist o France pesiastey, bt soures coss b this Fans Club of creditcr
couniTies wamed no reduction s imminent, repcits AFP. France is tning o
corynee e MF and the Pars Club of credior naons Tal o mussaly
accoptable solulun must b fourd,” French Peimia Minishar Lionel Joupis i
iguied aE mEying 1o Oiasani.

Burl & sonnce oo Bt 1his Parls Club said no discussions on the courfirg's
peoetion s taki place this week  Dsssussens on restuchrng Migaia s
mwwmmn#mmmmmhm;
poonomic ko program, the sourne ekid.

pAsaratile, noks T FT, T [WF e leen b0 avold being seen i e debd
polecicr as mosl Mgerans bams eruchoral adjusiment swlcmms of he e
1B raam B millany misrule for decining lving sanderds

I e N, e Word Bank has raised guastions over the Wims of an
agreeman| signad last year between the Lages Stole goeem=anl and & prvins LUE
compaey Fal Fcudes an 5800 milion masiment a5 part of a sckeme Lo supcly
steciricity 1o thi city grid, AFF says in a sepiate reporl. Kigaras and Wedd

Bank oficisis confimmed a report im the kecal newspager, The Cuy, which said

Fa Dank had exprieased S0ubis A0ou the daal sgned st year batwian Lagos
Shaie. tha Migerian sime-run slecinaty openator HEPA, ard LIS perwest group
Enron.

Econ after the deel mis agreed, says the slory, oficals in KEPA began mising
WMHMMWEmpﬂﬁIﬂm#ﬂ-u

oo high and il weild hira een chaaper tor Migara bo e buil its cwn plant.
Larst weeek:. Masir s-Rufai, head of the Suress of Public Enlerprses, adififlid
that the deal wis undis s by Wiond Fank clfcials coled in by the
govamment. The cffizats argued the feme wen 20 lvoratle to Enren and fad
boen conciuded impropedly. Rouen alsn mpcta.
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“Thet: prograe wil represant the fral regonally ieked peoject in mppar of

the Slatilily Pact” the Bank said in the strieement, afoming 1o e
EL-spomsomed soonomic #ed paliioal Pealy for the Balkans. The gregram wil ke
Snanoed with a $38 milios loan from the BRO and & 530 milien chedl e
ICA, said T stglement Thi US govermment wosdd proside a $8 silien grant, in
aidiioe ko sorme: B840 milion in grants fmm thi EL in the J000-2003 pesiod, it
mmmhitmmﬁﬁrﬁmﬁmh'!'ﬂiﬂnmn

for the program.  &FP sl repars.

The news comes as US Secretary of State Madeleing Akright witis in the \Mall
Ereel Joumal Emmmﬂmmmwwmm
Croaia has besn sendy #d consistent. And s part of o grealar Efor.
undartaken wih e EL asd porinens i the rgicn, oewaed 3 pascetd, united and
dafTath Europs.

lmmmm“wmmr_umdﬂiﬁum
promasa Albrightweing Al af i el Tanslate ou commibments inio acion
fal makes 3 tongibie difsmence in people's bves. This March Regans
mmqmmm.ﬂhwnmﬂmmm
Suatelty Paci, shoukd pamp-slait this process of improving regional
imfrasinacione mhike marking (e egion's concrle BIOQIESE In improving IS
livdki and rrsEsimeni cimale.

WIDFLD: BANKE TO FUND RUSEIAN REGIONAL REFORM, EDUCATION. Tha Russian gevamieil
yeibinday appeoed a plan 55 boemow 30 midicn om e Word Bani 1o finance
segional Budget redorms, Reters repors e govemiment press 3andca said. The

Yéaekd Bank approwed The lxan kst December and also plans o frants

sducaltional raborms in Fukaian regions. the Aenk's education mpars sid.

I will ot be an adjustreni lnan. This is going 1o e an nvestmenl in gach
m.-mmmmmmmmummmm,n
guoind as saying, ®f1 will linit hiree sl meb-loding 10 iramet in assantal
aqpmem. meiurthiskiog of schools and lescers' Fainng

Tha [ank Hmnnmmmm:mwmn

of Japan o precanm Wi Cropocts wih regianal adminsiasons, atd
the Bank wapects to avaluais a=d select some of tes by July, Tannig saic
Chenr e last bwo-ored-a-hal yiis, Sha addes, e Banik has been fnancisg an
sduaticn o program n Ruasia on the fedenl ol worth $08 =ilan,

adncaies of lighler siate control of the scenomy. The misisiry is criscal of

any sakis of negional power ublli o forsign imeeetons, th story says. tad

LES charman Aralpy Chubsis whia Pt srongly endarsed Puan ard heo soughl 1o
iﬂuﬂﬂmmmﬁm.ﬂmﬁﬂmmuuﬁiﬂﬂ
regioral subsidianss, five of which weidd initiaby be offiesd o invesiors.

Tive Wrld Blask mode Inoroasieg s cemersnip in such uiifies one of the
oo B @ sinuctural-aduetmiest kaan o UES, the slary notes.

Bnmmhn;mmmwmmwunmgmhwh
W.Mmmmﬂmmmm
thie whizh hoads 3 majority slake in VES. Somes lfoneign imwesions alis
quesson the wisdom of te progosed seliofl, TRy say privaliEadion is nesded
hmmmmunmwwmmuhwmhm

will attract ke Pl because of chioni protiems sflasing the

indusTy.

MIGERIAN GOWT PANEL URGES CHANGES TO PUWER PLANT ACCORD: REPORT. A Nigenan
Wmmmmmmmﬂhﬂmml Lagns Sale

gesarrmant and US company Enmn thal weuld bring an $00 milion irvesiment,

AFP naym m keal napeei said yostand iy, T commbies uiged & enagotistion of

0O0500000000802



Sehwuizer added, "W would lise @ relationsiin in which landing is enly part of
i FDOGS" hhnnpﬂq'.mmm:mb“mm
w.whwhmnﬁdhmwmhm
preas. But Hthe Bank now s isell a5 8 maper condulant. it wes swan Ral
# wirddl Rave 10 cffer gocd ESvice. “WWe'ns Gy 35 qood ae cur ideas " ad
=PELET Y e

The ceire GOTHES 55 AE0 Pulsa Fegoris et the UN'S Eponomic and Socal Coundl
(ECOE0C) will hold a mesling wilh a mrumibs of donor countes and Egenckes Such
o= the IMF a=d the Word Bank jo discuss the sctsaimic orisis in the Asien

regicn, ECOS0G Presiderct Makaim Whesono said yesiemay. Wbt S e

HIGERIA SETS UP JUCICIAL BaSUIRY INTD CORRUPTION AT STATE CARMIER. ﬂ\‘f ﬂf

mmwn—qumﬂnﬁiﬂﬂmmh )
mmﬂmmmmmmm1mmm.mm D_r‘
Justics Minkstee Kanu Agatl said yesteday. Agabl wha insoguraied the

SEymn-TemEsET CHTUTISSN on Tussday, béd reporera B was under onders fn "hing

10 bock perpairmions of coruplion GRd BLONOMIC STiSWaT.

Amﬂw-mnmummﬂhﬂmmmm
mw:mmmmmmmmmﬂm
mmmupmﬂnmmmmmn:mm
$71.4 millien 1o formgn crediom. More than 550 milion ween "losT 0
Mmmmﬂﬂ'mmmmhnm
ool Bis Mg, o mooted miemational am of P camor, wers unaconhisd for,
tha gt said

Mﬂiﬁdﬂhml#umnjﬂﬂmmhl
“rreid Toemmiadty”, Thws g civilian grresmsean] which Took povesr Ll year was
chalirmi st chici e thots invohed in past comeption, B said. The

has e pledged 1o privaize Nigans Anwiyi and last year appoired
s |FC s aechyisenr, the siory nofee.

|nmmmmmmﬂmmmuu—m:w
mmmhﬂmmmt.mu:mthﬁmﬂlmn-ﬂ
irvepstment ceal between Errom and Migena. Ermon wi ¥ provide powsr generaling
barges %o mpply slecinciy o the cly of Lagos whim censinicing a
mmmmwnmwmmm
tha terms wem joe fevorable for Enren,

mmdﬂ-wmﬁwlﬂhmhmmﬂ.
86 Tm not sure what tha 'Word Bank's problem s,” Lay s quoted &3 saying.
“Tha Yiord Bank is nat abvays toloty anlighiersd in some of this. They have
o interasts that thary biieg 1o the Sabie, but there is.a mush batter
w—tmmmwmmwmmr

WORLD BANK SXEPTICAL OF FRIVATELY RUN FVORIAN COCOA MARKET.
The Werld Bark s prepeeed o offor technical support bo (e dhvsin's cocoa
ard culen Tarmers n Sk plars w0 st up B e poe feng syilas, provided

i b uly run. by the private sscior as proposed, Dow Jones mparts @ Bank
p¥icisl nid yeclenday. The comments by Jon Moniins, chisd scenamist or e
leﬂkhﬁm:!nmhdnmmamﬂmhﬂm
hvorian farmmers repeassntatiec to discuss their plans for a Sxed pice
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MIGERLA SEEES TO Wik OVER PARIS CLUB DOMORS.

Migaran Presideni Olusegun Obasanjo will iy to patch up differences with the
Paris Club of blateral crediors and overcoma remaining obstacks 1o an
Agreament with the IMF duning A wisil 1o Franss s waek, repoits e Finanssl |u}3
Tiemes (po10)  His vied Tollows alleds by the Fund to sofen e position of U

thve Paris Club, which may be owed as ruch as §27 bilion of a fotal exiemal | Jo'b
debt of $34 bilion, according 1o the labes! IMF estimatas. ,p;)) "
As a condilion for restrusturing, officials say Paris Club merbers want Nigaria ‘l\%

1t begin paying aff amears on sendcing debés |o blateral ced#ars, which naw At
amount io almost bwo-thirds of the tolal debt stock, Scma creditor govemmants

are pushing Migeria to double budgeded payments Ghis year 1o 53 bilion in line

with improvemants in the wordd price of o, which acoounts for more Sian 30

percend of its expor Pavenues,

But an carall leap in payments looks unikely, the story says. Dbasanio angues
that unless resources: ame freed fowards poverty alewiation programs, soclal
instabilty will reverse the fagls democratic gains of the pasi year,

Obasanjo found sympathy for his appeals for Migeria's dabt burden 1o be lowearad
o @ vl b0 France yeabanday, bid sources cloas i e Praris Club of credibor
eaunlias wamed no reduciion was imminenl, rpors AFP. "France is ndng o
convinge the IMF and the Paris Club of credilor nations thal a mubualy
acoaplable solution must be faund,* Franch Prime Minister Lionsd Jospin is
quobad &s saying to Ohasanjo.

Bul & source close o the Parks Club said no discussions on the country's
position would take placs this week. Discussions on restructuring Ngena's

dabi repaymans will begin whan the IMF has passed judgsment on the countny's
ecanomic refarm program, the source said.

Mearsrhile, noles the FT, tha IMF is kean to avold being seon as the debs
collector, as most Migerians blame sbructural adjustment reforms af the lahe
1840s more than military misnds for declining Iving standards

Imi ofheer e, the Wierkd Bami has raised quesSans over the leema of an

agranmeni signed last year bafwean (ha Lagos State povemmend and a privabs US

Ccompany |al incisdes an 3800 million investment a8 pan of & scheme io supply

eleciricity bo the city grid, AFP says. in a separate report. Wigerian and #orid

Bark officials canfirmed & repart in the local newspaper, This Day, which sad

thiz Bank had expressed doubds abaut the deal sigred last year babeaan Lagos é:____,_.-
Stata, tha Migeran stale-run eleciricity operator NEFA, and US power group

Enfi

Soon aMar the daal was agreed, says the stary. officlals in NEPA bagan mising
objections saying fhe price set by Enron per unit of elaciricity supplied was

o high and it would hawe been cheaper fiof MNigeria [0 hawe buill its own planl.
Lasl week, Nasir al-Rifai, head of the Bureau of Public Enberprisas, admitled
that the deal was under review oy Workd Bank officials calied in by the
gavernment. The officials argued Bhe terms wane joo favorabie o Enspn and had

been concluded improperty. Reulers also mparts,
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T prosg rem wil] pepresesd e s segionally nked projec in supgot o

thi Stabity Pact” the Aack said in the sintement, refaring io the

ElLapansonsd aconomes and paliical meaty for the Balians. Tha peogram wil bs
firanoed wih & $3& milien loan from the |BR0 and & $30 milion credt fom
04, enid e alaiement. Tha L5 govemman would proside o 5 millien grand, in
addilicn o soma 550 milbon in grant fem tha EL in the T00-E003 paried, |
"ﬂ,ﬂdummmm“ﬂjﬂmmmhﬂ'ﬂﬂﬂlﬂm

for the program. AFP slio o

Tra reeswt comas 28 LIS Secestary of State Madeisne Albighi wilns in the 'Wal
Straet Journal Eursa (p2) that the US comeimint 1o democratic reform in
Cromtia has been sieady and consistent. And i & pat of & groater eficr,
urnlitaken wilh the EU and partsm in thi region, wowand o peacehi, wnited and
demaulic Europs.

Iwﬂ“mﬂq“wﬂlmmmﬁﬂﬂlﬁhh
pinmiss. Abright wiites. Al of s rrust ironsiele pur comiriissanis imo astien
that makes a tangbe Sferente in peopes Ives The Mach Segonal
Corferance, sporscred by the Wiorid Bank asd ha EU in cooperston with e
Srabity Pact, should jump-siad fe procsas of improvieg regianal
irdrastnactung whits marting fha mgion's CONCTre progress in Mpesving its
trsichin and irsesiment clhmala,

WIORLD DAME TS FUMD AUESIAN REGHINAL REFOAM, EDUCATION,  The Aussian govesmiment
yesiercay aperoved a plan by bormoe 30 millen from the Word flask i fnonoe

regional buidget ralorms, Reuters reports Fa govemiment prees sacvich sad. The

‘Wenrid Bank approeed the ksan il Decsmber, ond alen plans B fnamce

wducalional reforms in Ruksan regions, the Bant's sducstion aiperts sad.

Tt will sl b @ ejusiment loan, This b geiog 15 be an irvestment in each
regins,® Masy Canning, Works Bank sdocation program team secer for fussa, is
qursted s saying. “H wil be ree sl sub-lars o invest 0 sssenlal
nguipment, refurbiehing of schoet snd tzachers’ tminieg.”

The Bark heipesd ha Fussian govemnmen i et # 3300,000 grant from he

of Japan o prapars thess projacts with regional adminstmalicn, and
th Elenk mapects 10 ovaluste ane sebect same ol Tem by July, Canfing saic.
Crem the last wo-and-a-hell years, she added, the Bank has taen Snancing o
aducafion nelorm program i Russia on the federal sl searfh B52 milion.

I o e, T el Seeet Joumal Eurmgss (p 2 repas al a plan o
resirucivre Roaaki's poifoaly seroitve neinmml alkchicity monopoly hae
crasmd @ it among supporters of scfng President Wadmir Pubn, stislisg 1o
wrtrapasbaiad WNEHNL In the neew admisisinalisn Datseen free-marost Eberals and
idacalns of tighter staln coninl of a So0Romy. The minteiny & orilical of

ey asis of reponal power uilies bo foreign investons. the Bery says, bt
LIEE oraiman Anstoly Chubats, whe has stongly endorasd Pulis ond has seght la
fhannce his sconsmie tieking, sald yesismay LIFS had drrwe up a st of 10
regiorl suksidiasies, Tve of which would inially Ba offeeed {0 ireestoes.

Thie Wisrid Biank made increessing privals cwnersfip in such utibes one of B
rendkiind For o structiesk-adustrman! lnen 1a UES, the slory nodee.

B gesimed sarior Sgonse in tha govamme stongly oppees brasking up the siatm
Fricegedy . Tray ey Chobeis has eciod unilatorsly withou] phopeity consuling
thia goeamment, which kokis a e jerity stke in UES Soma fareign nvesion alsd
gueston the wissom of e proposed sell-of. Thay fy prialzalon & nesded

i s long Tun but that the mgonal wiiites Bl bo be put up for sake

will ariract e inberost because of dhionic probisms afbcing he

gowerrmnl canel has rcommendad changas Io an sccord bitwaen the Logos: Sale
geremrmeni and US company Enich thal would Brng an $H00 milion imsestment,

MIGERIAN GOVT PANEL URGES CHANGES TO POWER PLANT ACCORD: REPORT. A Nigerian '{}“ﬁi#‘ﬁldjf
AFP saye n ncal nepert sakd yesherday, The commitliss LT & renegotiatan of \Eh
A
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e Povanizi Purchidess Agressment (PEA) mignesd Lisst vaar by Lagos Siabe, e
giabi-run National Eleciric Powes Authedty (NEPA), and US group Exmon, the

newsgmapit This Day sald.

Thaa cosmmillis recoimemendsd that the desl umdar wich Enmn e 1] yesr elipped
A SO-megawnt foaticg powar piant b Migeria should be sxpanded 1 incfsass
cApaLty 1 270 mogawans, the pape’ sad. Howvar, Te sacond par of the
RQIOEMGnt, under whh Ermen weeuld budd an $300 mikon SA0-magewit parmacsl
perwar plant norh of the city, sheadd ke pul up for competiie bandadng, th

paper sud.

Thas covmimbhen alec paki thens esciid ba furthes penagatiztion on e unié
pricing terms of tha des), penaly clauses for poor parforrance and conlract
rminaton arargeTents. The mcsmmandalions come afier the Wirld Bank Lex
wih paprecsed doubis absul B agreement signed i bocel the carently
insfequale poser supsliss avaiabbe 1o the countny's sconeme: cepital &nd most
popUiDUs 3.

The Financinl Ticue (p.8) sso naposs, noling fal the World ank has s
concens: Enion cam "charge o kigh price for fusl used in tha power plant, doee
ot Tully carmy T plant compatifon Ssis that ane urder s conlnol bacalits

fom gEmAmUE BrTangE menls for paeman secunhy; and would fidihad GeCeGEhe
el fermicalisn paymenta " Thers ane ales questions about how the dool =as
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