1998-SE-007101

Christopher M. Long
Dyresdor
Fadpral Goestrsiment AR

JP‘F'& Enron Corp.

7T Eye Sirevd, MY, Sacte 800
Weshingion, [ 20008
JA02) ded-S1 5
Farx {2020 A28-3372
1 P e i o ew
Jume 9, 1883

The Honorable Lawrence H. Summers
Deputy Secretary of the Treasury

LIS Dapartment of Treasury

1500 Pennsylvania Avenue, NW
Room 3326

Washington, DC 20220

Diear Mr. Summers:

Enron recently sponsored a BCIU lunch with HE John Evans Atta Mills, Vice President of
Ghana, and held & private meeting with the Honorable Frec Ohang Kana, the Minister for Mines
and Energy. During these meetings Enron shared its proposal to address the ongoing energy
crigis in Ghana

Enron has been working to establish a gas and power infrastructure project in Ghana in
conjunction with the Ghana National Petroleum Corporation (GNPC). Enron has negotialed a
letter of intent (LOI) with the Government of Ghana and the GNPC that is ready for immediate
signature. Our proposal holds special appeal because it will be internationally financed without
resortng 1o finance guarantees from the Government of Ghana.

It is our undarstanding that the Government of Ghana is planning to mest this week to review
U5, invohrement in comacting the energy shorage. We requesl your assistance in
communicating the importance of LS. involvement in the Ghana energy sector as part of this
review, while also encouraging the Government of Ghana to immediately sign the LOI. The
Enron project would provide relief very guickly, and is ready to progress with no financial risk to
the Government of Ghana.

Please contact me if you need additional information on the Enron proiect o our invelvemant in
Ghana. | look forward to warking with you on this issue.

Sinceraly,
Undaboptan ™1 Jore,

cC: Shannon Ballard, DOC
David Pumphrey, DOE
Steve Lawrence, Enron
Terry Thorn, Envon
Tony Way, Enron
Michells Whitaker, DOC

Matural gas. Electricity. Endless possibilities.™
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DEPARTMENT OF THE TREASURY
WASHINGTOMN, O.C. 20220

July 23, 1938

Christepher M. Long

Director, Federal Government A ffairs
Enron Corporation

L 775 Eye Street, MW, Suite 800
Washington, DC 20008

Dear Mr. Long:

Deputy Secretary Summers asked me to respond and thank you for your recent letter conceming
the energy crisis in Ghana. | agree with you that the US can play a supportive rale in ending the
shortages as quickly as possible,

Our ambassador in Accra has stressed (o the Ghanaian government that they should move
forward with energy sector project negotiations or rizk losing the interest of US businesses.
Furthermare, an Interagency Task Force consisting of staff from the US Department of Energy

and US Agency for Intemational Development has been created to coordinate an active US
strategy,

The Tesk Force arrived in Ghana on July 15. They will investigate options for addressing the
energy crisis, provide assistance whersver possible, and make recommendations for further
cellaboralive solutions. They will emphasize options that maximize private sector participation,

and will recommend expanding and diversifying Ghana's ERErgY resources in a cost-effective and
environmentally sustainable way,

Be assured that the Treasury will do everything it can to help improve the investment climate in
Ghana and throughout Africa, in the spirit of the President's Africa Initative.

Sincerely,

TN

Daniel M, Zelikow
Deputy Assistant Secretary
(Asia, the funerices, and Africa)

Q0100000000091



1998-SE-013737

Kenneth L. Lay
Cheirman end
Ol Everutive Cificer

‘Pﬁ Enron Corp.
B . Bex 1188
Maushw. TX 7T251-11688

December 3, 1988 (711} RE3-6773
Fax {713} @53-5313

sy rem.oorti

The Honorable Robert E. Rubin
Secretary of the Treasury
Department of the Treasury
1500 Pannsylvania Avenue, NW
Washington, D.C. 20220

Dear Secratary Rubin:

The City of Houston was designated as an Enhanced Enterprise
Community in 1994 with an emphasis on delivering social services and
affordable housing. We have done a good job with this designation and now we
would like to be named as an Empowermant Zone.

With the increase in business in the Cenfral Business District (CBD),
Houston s making progress in improving its unemployment rates and raising its
education levels. Enron has been very active in helping to create jobs in our
inner city and we have worked to improve our educational system. We sirongly
supported the construction of a new baseball stadium and the bond alection for
our local school district for badly needed facilities. As one of the largest
employers in Houston, we support the City's efforts to provide job creation,
capital formation, and business assistance.

An Empowerment Zone would be extremely helpful in our efforts to
diversify our economic base and to recover from a dedline in oil and energy-
related industries.

| urge you to approve Houston's application for an Empowerment Zona.

Sincerely,

Aﬁ,_x Yy

Natural gas. Electricity. Endless possibilities.
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DEPARTMENT OF THE TREASURY
! ) . WASHIMGTOMN, B.C.

SECRETAAY OF THE THEASRLIRY

;. March %, 1599

= el gy e L

Mr. Kenneth L. Lay
Chairman and Chief Executive Offices
'| Enron Corporation
P. 0. Box 1188
| Houston, TX 77251

Dear Ken:

T T e
-, v, L
-

S e Thank you for your lester endorsing the City of Houston's s
Empowerment Zone applicaticn. 1ara pleased to see that
private sector businesses are taking such an active m-lemihmr
. community's economic health. Putmpahnnafmurplm such
as yours is critical for the economic vitality of our cities.

T B T v —
4

Once again, thank you for taking the time to write.

Sincerely,

B e e e R
TR

e P
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Kenneth L. Lay
Chesreman emd
hief Ecutive Oficer

"’ﬂ October 8, 1983 Enron Corp.
P 0. Bax 1M
Hesatan, T 77357-1768
(713} B53-6773

Fas (F13) B53-5813
The Honorable Lawrence H, Summers khiyemror cos

Secretary of the Treasury

U5, Department of Treasury
1500 Pannsylvania Avenue, NW
Rogom 3330

Washington, D.C. 20220

Dear Lamy:

| apologize that we have nol been able to connect by talephone over the last 2 or 3 days.
It appears that our respective schedules are totally cut of sync.

The reason | was caling has to do with a matter that just recently came to my aliention.
Apparently at a conference of the National Economic Research Association held the week of
Juby 5™ this year, Treasury Department assistant general counsal John Yeutter made some
comments cancerning over-the-counter (OTC) derivatives requlation and Enron which wers
troubling. He apparently stated that the President's Warking Greup on Financial Markets in its
pending study on Hedge Funds and Derivalives considared OTC derivatives regulation an
“open Issue”, and it may recommend ragulation of “otharwise unregulated entitles, such as
Enron”.

As you would expect, we are troubled by being singled out, but even more troublad by
tha nofion that financial regulators may be considering any regulation of OTC dealers,
particularly in the energy fiekd, whera we balieve defvatives ana truly customer based risk
management tools. Enron befieves there is no need for any additional regulation of OTC
darivativas dealers in g5 much as the OTC dervatives markets are functioning very smoothly
today and, based on any information wa have, there have been no problems in the enangy
dervatives market that warmant regulation. In fact, we believe that dedivative products provide a
useful and impartant risk management ool for our customars and the customers of many ather
dealers in the enargy industry and many other business araas,

Larry, hopefully the comments made by John Yeutter were just a misundarstanding.
However, if thare is any serious thought of impesing regulation of OTC dealers, we would
certainly ke 1o have an opportunity to make our case as to why we think this is not warranted, |
would very much appraclate receiving a call or note from you if in fact there Is any reason that
we should be concerned about this occurring.

| spant some tima with Bob Ruben in Shanghai last week and he appears to be doing
vary wall. | must say he looked maore relaxed than | have seen him in years.

Warm regards,

for

hfstisral mar Elpmtelslbg Endlace mmcaihilltlac
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CEFARTMENT OF THE TREASLRY
WASHINGTON, D.C,

EECRLTART OF THE TAEAGURY November 22, 1999

Mr. Kenneth L. Lay

Chairman and Chief Executive Officer
Enron Corp.

P.O. Box 1188

Houston, TX 77251-1188

Dear Ken:

Thank vou for your letber regarding remarks made by John Yetter, a Treasury Depariment
atiorney, at a conference sponsored by hational Economic Research Associatzs, Inc. in July.

T understand that Mr. Yetter’s remarks ar the conference reflected language ¢ ntained in the
Report of the P:emdent g Wnrkmg Group on Financial Markets, Hedge Fund:, Leverage, and the
RE0[S apital Management, which was published in April. | am enclosing a
Eﬂ].'l-jf of the r&part lha dm:ummn concerning derivatives dealers unaffiliated with a federally

regulated entity is found at pages 42 and 43.

Lee Sachs, the Assistant Secretary for Financial Markets, and Mr. Yetter met with several of
your colleagues on October 6 at Enron's request to discuss the concems that you subsequently
raised in vour letter. [ understand that there was some discussion of the fact 1hat the Working
Group's report on over-the-counter derivatives would be completed shortly. Mr. Sachs has also
informed me that he recently spoke with vou on the telephone about your cor.cerns.

The new report, Over-the-Counter Derivatives Markets and the Commodity Fxchange Act, was
released on November 9. A copy of this report is also enclosed. As discusse | at pages 34 and 35
of the report, the Working Group is not recommending legislative action with respect to
derivatives dealers that are unaffiliated with a federally regulated entity at this time,

If vou have any further questions or concerns, please do not hesitate to contact us,

Sinegrely,

Lawrence H. Summers

Enclosure

Q0100000000139
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ENRON, WASHINGTON
TRANSMITTAL SHEET

1775 Eye Street, NW
Suite 800

Washington, DC 20006
202-466-3145

202-827-3372 (Fax)
jhillin@enran.com

TO:; The Honarable Robert E. Rubin
FROM: Joa Hillimgs

DATE: 5r389

RE: Enron International Statement on:

US-Japan Enhanced Initiative on Deregulation
And Competition Policy

| thought the attached statement from Enron International on LS-Japan Enhanced Instiative on
Deregulation and Competition Policy would be of interest.

Best regards.

Encl.

Q0100000000255
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FROM: JOE HILLINGS
ENROM CORP,
WASHINGTON, D.C,

Enron International Statement on

[JS-Japan Enhanced Initiative on Deregulation and Competition Policy

Frrop saluted today the government of Japan and the office of the United States trade
represemative for their progress in their dizlogue 1o deregulate and open the Japanese
ensTgy sector 10 constructive competilion. These reforms being discussed should reduce
electricity prices, which are among the veorld's highest, and provide a fundamental boost
to Japan's sconomic recovery. “We regularly see demonstrations of how free and open
markets provide Jower cost and more inpovative services o consumers,” saud Joseph W,
“Sution, chairman lm:IE'E-U' of Enron lnternationsl. “We applaud this initiative by the
governments of Japan and the United States. Clear, gensparent, non-discriminatory rules
and regulations in the power secior will iocrease competition o the benefit of all

COMTUEmers,

Enron is one of the world's leading integrated electricity and natural gos companies. The
company, which owns approximatety $30 billion in epergy related assels, produces
electricity and natural gas, develops, constructs and operates enerzy and water facilities
worldwide and delivers physical commodities and risk management and financial
services to customers around the world, Enroa's [nternet address is www.enron.com, and

the stock is traded under the ticker symbol, "ENE."

-

5
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1998-SE-007965

ENRON, WASHINGTON

TRANSMITTAL SHEET

T Enron European Distribution List
FROM: Joa Hillings

DATE: July1, 1538

RE: Electriclty

o

Plrase see enclosed information from CHNBC "Streat Signs® = Interview with Jeff Skilling

Encl

Joe Hilings

Q0100000000375



FROM: JOE HILUNGS
o EMROM CORP,

CHBC- STREET SIGNS WASHINGTON, BLC,
ENRON PRESIDENT AND OO0 JEFF SKILLING

JUME 26, 19408

Raom; On the comer of "Wall £ Main,” power faibures across the coundry. As Mother Mature fums up the heat, several
industrial companies have been farced to close their doors because of power shorlages and this may jus be the
begirming, Fallowing yeass of mdusiry warnings, power suppliers are falling short of energy demands and wiilizies in
the Midwese and now Mew England are telling cusiomers o coal it on their sammer peaver needs, 5o what i3 a power
campany 1@ do in the face of anticipated heat waves this summer? Jeining us e from Enren headquariers & Jefl
Skilking, the president and CO0 a1 Enron, one of the country's majer power suppleers. Mr. Skilling, good to see v,
thask you Far being with us today.

Skilling: Glad 1o be bere.

Eon; | was in Chicags just a day ar 50 ago, when o was 95 deprees. The heat irdex was a1 105 ard the bocal wiliny
and municipadity were both asking condumens b cut dossm on their aér conditioning. Something that seemed like not
an urreasondble demand, gheen what they are facing, but one that was likely to go anhecded. What i3 happening righs
noveT

Shhilinge: 1 ahdnk wou pot it ripht when wou were giving the bead-in a [itle big earlier. We have had very hot
semperaires in the Midwest We have o pumber of kig generation facilities that are down right pow. And we are
caming off of B years n'f'hi_g_h BCOMOITIE grtmﬂh. All that mieans that :.L'|1p|:|.' iz siretched right now,

Ron: Mo gxplain what that means. | mean, people may have a toagh time understanding the nothen that you are
nanning ot of power when there are power plants all over the comnbry, Electricity s not something that just goes
away over lime. There is more of o somewhere. How come the capacity constraints are hothering the indusiry right
5

Skilling: ¥ou ars limited to the capacity of the generaticn facilities that are in place. There are some regional
apportunities and we, and everybody elss in the dnduwsiry, s working very hard right now bo get elecirons from whene
ihere are some kefl into these markets that really need them, But the grid is not real exact effective, it is hard o move
electrons around and we are all trying the best we can o keep the power fowing.

Ran; Where do you find more posver?

Skilling: There are parts of the country right now whene the termperatures are not real high and where there is surplus
generating capacity, The trick, or the challenge, is wsing our exlsting transmissson prid to et that power froem those
areds milg areas that need i,

Romn: Mow vou knpw, weere ihese promises by augharidies, vou knew regulators and athers, whao suggested that as the
ubliny business became deregulated, in would be far more effickent, Mergers and acquisitions ard 2l kinds of
different arrangemients and combination would kead we a free Aow around the country, We are nob ibere vel, righe?

Skillimp: Peod wet. We are working on it | would make the argument in the zhsence of all of these marker reforms and
deregulation af the wholesale power markets, we would have & ol wosse problem than we have right now. The
fundaomental issue is we have & kot of demand and we have some supply constraints right now and everybody is using
these new market mechanisms o try fo get electrons imto those sraxs bul 15 a sew market 18 jusi ikes thine 1o build
the capahility o do thar

Hom: s 11, in fact, required thal power companiss in b United States are just going 1o have 1o, at some paint, engage
i a heavy dose of capial spemling and expand capacity racher radically here®

Skilling: Tha's ane solution. And I'm sure there will be more of that in the future. The other thing that | think would

be very helpful is, if we could apen the retail markets to competition se that customers eould get a price sipab Righs
non, &l wow can really do with the corswmer (4 ask them 1o shut doswn or insatunearily curabl them, IF on the cqher

Q0100000000376



hand, they were able 10 $ee some of the prices in the markeiplace, there are o sumber of consumers that are right now
sezing the very high prices of power in the Midwest, would valurtarily and on good economic justification, reduce
comsumption or shut down, Right now, we just don't have that sbality because the markels are not apen 1o price

signmis, nod open fo actual competition.

Ron: ALl right. Lat's talk sheut how the consumer gets hit by all this. Obviously, redueed availability of power means
¥ou hieve: to cut back on gir conditicaing and cther things as the summer remains hot. What abowl prices though. Are
prople gaing ta kind of open their eyes a listle widsr wien they see their biil in this envinonment?

Gkilling: Anytime you have this shomfall of supply that you're sisrting to bring on very expensive facilities to mest
the demand, so | would expect that, yes, prices will be a linde bit higher a5 we move through the summer,

Ran: Can you quantify that in gny way, shape, o farm?
Skilling: 1i's hard to say right now, 10 will depenid a Job on bow this plays out over the pext couple of mantks,

Roan: | know are yoe pot in the buesiness of westher forecizting bus there has been 50 meh discussion of Bl Wino and
the coming La Mina, that people ars tying to figure ot whether diis indesd will be a very hat, very humid, very
difficult summer aroand the country. What is the intalligence that vou folks are peoling oo that?

Skillimg: We've looked at the weather patterns and 1'm not 2 westher forecaster 50 I'm going a little aut on a limb
kere, But the pamern so far this year, with the extremely warm winter, suggests that we are in an El Ning eycle. And
what is typical is, after 8 warm winter like we had [ast year, you tend 1o have a very hot summer, particubarly July and
Aupusd,

Ron; Any advice for consumens on how to conserve power and use [t mwost affectively while they are waiting for
slectrens from somewhere else®

Skilling: That's up ta everybody to decide for themselves, but fundamentally, wier we would like to see or what |
think the industry would like lo see is, more open competition and mare price signals getting through to consumers
sa that they can make 1hat choice rationally, They can look st what the price & and decide if they want to use
eleetnicity or net.

Fon; Under the best of all cireumstances, how long will this process mike?

Skilling: The derepulation procese?

Ron: Yeah,

Skillimg: The whalesale markets are pretty much open. And that is a federal jurisdiction, so the federal governmen
has pretty much opened the wholesale markets. When you move 1o the retail side, that is actual consumption by
cansumers, that is regatated by the states. And each individua] state is on is own tmetable, Califormia is o= right
now. A number of seates in the Mortheast are in the process of opening up. But we ars probably looking at another 3
to 4 years (0 make thal process complete,

Rar: br, Skilling, & pleasure. Thank vou for joining us today,

Q0100000000377
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DEPARTMENT OF THE TREASURY
WASHINGTOMN, D.C. 20220

Cuban Assets Control Regulations Licensa Ho. CU- [(b)(2)]

LICENSE

(iranted under the authoricy of 50 O 5.0, App. Sibd, 22 U.5.C. 23170{al,. 22 U.5.C. EDOLI-14,
Exacubive Order 21393, Bxecubtive Qrdey 9989, Proclamation 3447, and 21 CFFR Parts 501 and %1%

To: Enrom Corp. (the *Licensee™)
333 Clay Street
Suite 1600
Houston, T 77002-73681
Atbtn: Orlande Puig
Commercial Manager

1. Purseant toa your letkber of July 11, 2000, the following transaction (sl ie hereby
licengad: .
* * * * * SEE REVERSE * * * " g

Z. This licanpe ig granted upon the statements and repressntations mades in your
application, or otherwise filed with or made to the Treasury Oepartment as a supplement to your
application, and is aubject co the conditions, among cthers, that you comply in all respects with
all regulations, rulings, orders and inscructions issuwed by the Secretary of the Treasury under
the authority cited abowve and the tessa of this license. *~.

%, The licenses shall furnish amd make available for inspection any relevant information,
recards or reporcs requesced by the Secretary of the Treasury or any duly authorized oflicer or
agency of the Secratarcy.

4. Thia licensc expirecs on Ooteber 31, 3001 is nob transferable, is subject tao Lhe
pEﬂviEiﬂnE af 31 C.F.R. Parks 501 and 51%, and afy redqulatisne and rulings igsped pursuant
thereto and may be revaked or modified at any time at che discretion of the Secretary of che
Treagury acting directly or throwgh the ageancy through which the lic=nses wad issued, or any other
agency deaignated by the Secretary of the Treasury. If this licensge wag igeued a8 & result of
willful misrepresentation on the part of the applicant or his duly authocized agent, it =may, in
the discretion of the Secretary of the Treasury, be declared woid from the date of ics issuance,
or from any other date.

5, Thie license doss nok excuse compliance with any law or requlacion administered
by ehe OQEfice of Forsign Assets Control or another agency (including reporting reguirement)
applicable b the transaccion(s) herein licensed, nor does it release Lhe Licenase{al or
third parties from civil or criminal llabilicy for viglatilon of any law or regulation.

fasued by direction and on behalf cof the Secretary of the Treasury:

OFFICE OF PORETIGH ASAETS CONTROL

By f & 900

{Acting) Chief of Licensing

iatbention 1s dirpcted o 1% 1.5,C. 1592 and 15%%a, 18 U 5.0, S4%, 18 U.8.C. 1001,
0 .S.C. App., 16, and 31 £FR 515,701 =t seqg. Por provisioms relacing to penalties |

00400000000006



DEPARTMENT OF THE TREASURY
WASHINGTON, D.C. 20220

Cuban Assets Control Regulatiownas License No. CU- [(b)(2)]
LICENSE

(Granted under the authority of 50 U 5.C. App. Sib), 22 U.5.C. 2370{a), 22 U.5.C. E001-18,
Exmcutive Order 91531, Executive COrder 5589, Proclamation 3447, and 31 CFR Parte 571 and 5158)

To: Bnron Corp. (the “Licensees™)
333 Clay Street
SBuite 100
Houston, TX TT002-T3&61
Aten: Orlando Puilg
Commercial Manager

. 1. PFursuant Eo your letcer of July 11, 2000, the fallewing cransactiondsl is heraby
licensed:
w * * * * SEE REVERSE e L * * L

2. Thia license is granted vupon the statements and representaticna made im your
application, oF ocherwise filed with or made to the Treasury Department 48 &4 supplesent Lo pour
applicabtion, and ia eubject to the conditions, among others, that you comply in all respects wich
all regulatiems, rulinge, orders and instructicons igsued by the Secretary of the Treasury unders
the authoricy cited above and the ceons of this licenas. -

3. The licenses shall Furnish and make avallable for inspection any relevant information,
records or reporks regquesced by the Secretary of the Treasury or any duly authorized afficer ar
agency ©of the Secrebary.

4. This license expires on Osteber 31, 2001, is pnob transferable, is subject ta the
provisions of 31 C.F.R. Parts 501 and 515, and any resulations and rulings issued pursvant
theraco and may be revoked or modified at any time az cthe discretion of the Secretary of the
Treasury acting directly or through the agency thraugh which the license was isaued, or any ather
agensy designated by the Secretary of the Treasury. If this licenoce was issued ag a result of
willful misrepressntation on the parc of the applicant or his duly avthorized agent, it may. in
the discretion of che Secrecary of the Treasury, be declared woid from the date of ics igauance,
gr from any ocher date.

5. This license doss not axcuse compliance with any law or regulation administered
oy the Office of Foreign Assete Control or apocher agency {inciuding reporting reguiremsnt}
applicable to the cransaction(e] herein licensed, ner does it releass the Licensse(s) oc
third parties from civil pr criminal liasbility For wiolation of any law or regulatilonm.

Tesued by direction and on behalf of the Sscrecary of the Tressury:

OFFICE OF FOREIGH ASSETS CONTROL

£/ e

Chief of Licensing

By

(Acting)

{Accention ig directed £o 1% U.5.C. 1582 asd 1585a, 1F U.5.C. 545, 18 U.5.0. 1401,
50 U.5.C. App. 16, and 31 COFR 515,701 et weg. [or provisiona relating Co penalting.]
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License Ne. CU-[(B}2)] - Page 2 of 2 -
Licensaea: EBEnren Corp.

SECTION 1 - AUTHORIZATIONS: [(h)(4)]

Authority: 31 CFR §§ 515. [(D)i4]] 515.801.

SECTION 2 - CONDITIONS: [ib)(4)]

SECTION 3 - RECORDEEEPING AND REPORTING REgQUIrEMENTS: [(DN4]

SECTION 4 - WARNINGS: {a) Except as authorized in Section 1 above, nothing
in this license authorizes persons subject to the jurisdiction of the United
States to engage in any transaction or activity prohibited by the
regulationsg.

{b) This license does not authorize any persocm or entity subject to the
juriediction of the United Statesa to enter into any binding contract or
agresment involving transactions in which Cuba or a national of Cuba has an
interest, nor doesg it imply approval of any future contract or agreement that
may result from the travel activities authorized herein. A separate
application to the Office of Foreign Assets Control for a specific license is
reguired for this purpose.

NN T N N BN M T A A R A M O K R O N NN R NN A X
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DEPARTMENT OF THE TREASLIRY
WASHINGTOMN, 0.0, FOE20 JUL 1 g E[I]EI

CFFICE OF FOREIGH ASSETS CONTROL
CORRESFONDENCE ACENOWLEDGEMENT

Orlande Puig Tel. 713-345-6136
Enron Caribean Basin Fax

333 Clay Street

Buita 1600

Houston, TE TY00Z-7361

LICENSING DIVISION Fax: [202) &&2-1857
OFFICE OF FOREIGN ASEETS CONTROL | "OFARCIY)

.5, DEPARTMENT OF THE TREASURY

1500 PENNEYLVANIA AVENUE, M.W.

WASHINGTON, D 20220

RE: FAC No. CO- [(bN2), (B)(T)(c)]

This is Eo acknowledge receipt of your correspondence
daced o07/11,/00, Fleage rafer Lo the FAC number cited above and
the dace of your coriginal correspondence if you need to contact us

or send supplemental infermation.,

Pleams note that filing an application for a licenee or
reguesting information about the cransaction prohibiticne contained
in Executive crders or regulaticna administered by OFAC does oot
auapend or excuse compliance with the prohibitisas or requiresents

contained therein.

We loak forward to serving you.

Bate. Intormation on manctions programe admintstered by OFAC can be retrieved at any
chime from our aubonated faw-on-denand syaton by dialing {202 #32-0077, or from
ailr World Wide Web bome page on Che InCeemet at Wed. Dresd . goviofac,

Fax tos

Fage 1 of 1
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OFFICE OF FOREIGN ASSETS CONTROL
CORRESPONDENCE COVER SHEET

FAC MNo.: CU- [(BH2)] Other ref:
Dated: 000
Received:  O7/17/00
. Due date:
From: Oriando éuig _
Chrg.: Enron Caribaan Basin
Address: 333 Clay Street &,L [(b)(2)]
Suile 1800
Houston, TX 77002-7 361
Actual Party:
Subject: [(b)(4)]
DISPOSITION  CC | Special: Control Copy to Director :
X 1 - - - I
Inital assignment | Reassipn 2 Heassign 3 :
Director
Blocked Assets
Civil Penalties
i
Compliance !
Enforcement
Int'l Programs
 Licensing ) [(b)(2)]
Plans & Policy
M ! P —— |
Chief Counsel ! _
ar. Advisor
Slc.x-rmmn
Moles:
[(b)(5)]
Hsposition:  File name/Jocation: Initials: Dhate:
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DEPARTMENT OF THE TREASURY
WASHINGTON, D.C. 20220

License No. IA-[(b)(2)]
IRANTAN TRANSACTIONS REGULATIONS

LICENSE AMENDMENT

{Granted under the authericy of 50 U.§.C. §% 1T701-0&, 22 U.5.C. § 234%aa-%, Executive Orders
12613, 12887, 129%% and 1305%, and 31 C.F.R. Parts 501 and 560.)

To: Enron North America Corp.
{formerly known as Enron Capital & Trade Rescurces Corp.)
cfo: Butherland Asbill & Brennan LLP
1275 Pennaylvania Avenue, N.W.
Washington, DC 20004£-2415
Attn: Bavarly J. Rudy, Esquire

1., Baged on the March 31, 2000 letter from Sutherland Asbhill & Brennan
LLPF, on behalf of Enron North America Corp., to the Office of Foreign
Asaete Control, the expiration date of License No. IA{(b)(2)] a= amended by
License No. IA-[(b)(2)] . is hereby extended to May 31, Z001.

2. All other terms, conditions, provisions and limitations of License Mo,
1a- [(b}2)] aa amended by License No. IA- [(b){2)] are unaffected by the
foregoing and remain in force.

Issued by direction and on behalf of the Secretary of the Treasury:

DIFIEFHETHFHREIGH ASSETE COMTE

e Vo lee]

R. tiﬂh«&rd Hewcomb

Dirpotor

Abcention im directed to 1E U.S.C. § 1001, &0 U.S.C, § LT05, amd 31 C.F.R. § 560.701 for
provisions relating to penalties.
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DEPARTMENT OF THE TREASURY
WASHINGTOMN, D.C. 20220

License No. IA- [(b)(2)]
IRANIAN TRANSACTIONS REGULATIONS

LICENEE AMENDMEMT

[Granted wunder the auwthoricy of %3 U.E.C. §§ L701-06, 23 U.5.C. § 234%3a-9, Executive Orderve
12613, 12987, 12859 and 13059, and 31 C.F.R. Parts 501 and S€0.)

To: Enron North America Corp.
{formerly known as Enron Capital & Trade Rescurces Corp.)
c/o: Sutherland Asbill & Brennan LLP
1275 Penmaylwvania Avenue, N.W.
Washingten, DC 20004-2415
Attn: Bewverly J. Rudy, Esquire

1. Based on the March 31, 2000 letter from Sutherland Askill & Brennan
LLF, on behalf of Enron North America Corp., to the O0ffice of Foreign
Assecs Control, the expiration date of Licemse Ho. IA-[(b}2)] as amended by
License No. IA-[(b)}2)] is hereby extended to May 31, 2001,

2. All other terms, conditions, provigions and limitaticns of License No,
IA-[(b)2})] as amended by License Ho. LA- [(b}2)] are unaffected by the
foregoing and remain in force.

Issusd by direction and on behalf of the Secretary of the Treasury:

OFFICE OF FOREIGH ASSETS CONTROL

. R. RICHARD NEWCOMB UAY ﬁ 00

E. Richard Newcomb
Director

Attesncicn is dirvected to 18 U.S.C. § 1001, 50 U.B.C. § L1705, and 31 C.F.R. § 580.701 for
provieions relating to penaleise.

[{b}5)]
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DEPARTMENT OF THE TREASURY
WASHINGTON, D.C. 20220 APR - 5 Zﬂm

OFFICE OF FOREIGH ASSETS CONTROL
CORRESPONDENCE ACEMOWLEDGEMENT

Beverly J. Rudy Tel. 202-383-0100
Sutherland hsbill & Brennan, LLEP Fax 202-6317-1593
1275 Pennsylvania Ave, H.W.

Washingten, DC 20004-2415

LICENSING DIVISION Fax: (202) &22-16587
OFFICE OF FPOREIGH ASSETS CONTROL ("OFACT)

11.5. DEPARTMENT OF THE TREASURY

1500 PENNSYLVANIA BVENUE, N.W.

WASHINGTON, DC 20220

RE: FAC No. IA- [(b)(2), (b)7)]

Thia is to acknowledge receipt of your correspondence
dated 03/321/00. Please refer to the FAC number cited above and
the date of your original correspondence if you need to contact us

or send supplemental information.

Please note that filing an application for a license or
requeating information about the transaction prohibitions contained
in Executive orders or regulations administered by OFAC does not

suspend or excuse compliance with the prohibitions or reguirements

contained therein.

We look forward to serving you.

Note: Informaticn on sanctions programs administered by OFAC can be retrieved at any
rime from our autemated fax-cn-demapd system by dialing (202) 622-0077, ar From
pur World Wide Web home page on the internet at www.tr=as.gov/olac.

Fax Co:

Page 1 of 1
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DEPARTMENT OF THE TREASURY
WASHINGTON, D.C. 20220

License Ho. TIh- [(b)(2)]
IRaNIAN TRANSACTIONE REOULATIONE

LICENSE AMENDMENT

{granted undar the autbority =f 50 T.8.°, §§ 1T01-06, 22 U.8.C. § 214%aa-9, Executive Ordara 12813,
13957, 128%9%, 13058, and 31 ©.F.R. Fartsa 501 and 564.)

To: Enron Capital and Trade Rescurces Corp.
efet Butherland, Asbill and Dremnsn, LLF

1725 Pennsylvania Avenue, N.W.
Washingten, D.C. 20004-2404 Attn: Baverly J. Rudy, Esdg.

1. Based on the May 4, 19%% application of Sutherland, Asbill and
Brennan, LLP ta the Office of Foreign Assets Control and OFAC License
Me. IA-[(b)(2)] the expiration date of License Ho. Ih—“bHEHiE hereby
exczended to May 31, 2000.

2, All other terms, conditions, limitatione, and provisions of License
Mo. IA- [(by(2jpre unaffected by the foregeing and remain in force.

Igsued by direckien and con behalf of the Secretary of the Treasury:
OFFICE OF FOREIGHN ASSETE CONTROL

MWU JEE

Richard Mewcomb
Director

Brtaprian ig directed To 18 U.5.C. § 1001, S50 O.&5.C, § 1998, and 31 C.F.B, § 560,701 for
previasions relating Co penalties,
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DEPARTMENT OF THE TREASURY MAY¥ - 5 1999
WASHINGTON, D.C. 20220

OJFFICE OF FOREIGN ASSETS CONTROL
CORRESPOMNDENCE ACKNOWLEDGEMERT

Beverly BRudy Tel. 202-383-0100
Sutherland, Asbill & Brennan LLF Fax 207-6§37-1553
1275 Pennavlvania Avenue, N.W.

Washington, DC 20004-241%

LICENSING DIVIEION Fax: {202) 622-1657
OFFICE OF FOREIGW ASSETS CONTROL (*OFACY)

F.5. DEPARRTMENT OF THE TREASURY

1500 PENNHSYLVANIA AVENUE, N.W.

WASHINGTON, DT 20220

RE: FAC No. IR- [(B}2), (bXT7)Hc)] vour ref: [(b){(4)]

This is to acknowledge receipt of your correspondence
dated 05/04/99, Flease refer te the FAC number cited above and
the date of your original correspondence if you need Lo contact us

or send supplemental information.

Flease note that filing an application for a license or
requesting information about the transaction prohibitions contained
in Exesutive orders or regulations administered by OFAC does not
suspend or excuse compliance with the prohibitions or reguirements

contained cherein.

We look forward to serving you.

Noce: Informabion on sanchbions programs administered by OFRC can be retrieved at any
time Eroe our automated fax-on-demand system by dialing (203 632-0077, or from
aur World Wide Web home page an the iAternet at www.treas.goviofac.

Fax Lo

Page 1 of 1

00400000000031



DEPARTMENT OF THE TREASURY
WASHINGTON, D.C. 20220

License No. IA-[(b){2]]
TRAWIAHN TRANSACTIONS REGULATIONS

LICENSE

|Granced undsr ehe authority of Secticn 505 of the [nrerpacienal Security and Development Cooperatica
mct of 18RE [22 U.E.C. § 234%aa-9), Section 203 of the U.5. Inzerpational Emergency Econcmic Powsrs
ACt P84 U.S.C. § 17021, the Hatlonal Emergencias Act [0 D.5.C. £ 160 ef seg.! Executive Jrders
12613, 12957, 1:258%, anpd 13053, and 31 C.F.E. Parts 501 and S5E0.1

Ta: Enron Capital and Trade Resources Corp.
cfo: Butherland, Asbill and Brennan, LLF
1725 Pennsaylvania Avenue, H.W.
Washingten, D.C. 20004-2404

1. Based on the April 17, 1988 letter to the Office of Foreign Assete Comtrol by Sutherland, Asbill
and Brennan, LLP en behalf of Enron Capital and Trade Resources Corp. lthe *Application®), 31 C.F.R
§ B60 [bi4)] and infarmation otherwisge available te che Office of Foreign Assets Control regarding che
subject thersaf, the transacticnis) and activityliegl delineated on The reverse herect are hereby
authorized,

2. Thie License i granted upon the statements and ropresencationé made in the Application, otherwise
filed with or made to the Troeasury Department A8 & supplement t¢ che Application, oF based On
faformation available to the Treasury Department, and ig pubject to the condition, amcng ochers, that
the Licenses|a) comply in all respacts with all regulatione, rulings, orders, and instructions issued
by the Secretary of the Treasury under the authority of Ssction 505 of the Internaticnal Security and
Development Cooperaticn Act of 1505, farcion 203 af the U.S. Inberpnational Energency Econcmic PoWers
Act (50 U.S.C. % 17021, the Maticnal Emergencies acot 150 0L.8.C. § 1902k, and che terms of this
Licenaa.

3. The Licensesis) snall furnish and make awailable for inspection any relevant information, records,
gf reporcs requested by the Secretary of the Treasury, or any other Suly authorized aflicer or agendy.

4. This License is not transfersble, and is subject to the provisions of Executive Orders 12613,
12957, 12a4%, and any regulacions and rulings issued pursuant chereto. IT may be revoled o modi £ ied
at apny time at the discrecion of the Secrevary of the Treasury. If this License was iggued as a
ragult of willful misrepresentation on the part of the applicant. it may, at the discretion of the
Secratary of the Treasury, be declared void from the date of its issuance, or Erom any other date.

5. Thim License expires Hay 31, 189%%, it dees not excuse corgpliance with any law or regulation
administered by the Office of Foreign ABsets Control or anothet agency [(including reporting
requirenents) applicable Lo che cransaction(s! herain licensed, nsr dosa it release Licenses(gl or
third parties from ciwvil or criminal liability for wviolation of any law or cegulation,

Issued by direction and ;,a{i:‘uenalf of the.Secretary [bf the Treasury:
\ )

dpF:cE OF |[FORETGN ETS ROL ;

Abtention is direceed co, incer alia, 18 U.5.2. § 545, 18 U.5.0. L1001, 19 D.8.0. 1582, and 1% UW.E.C.
15858, 50 U.5.C. § 1705, and 31 C.F.R. Part 560 for provisions relacing to penaltbies.
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. DEPARTMENT OF THE TREASURY

WS N N s S S

License MWo. IR- [(b)2)]
IRENTAH TRANSRCTIONS RESULATIONS

LICENSE

[Granted under the authapity ol Saction 505 of the International Sacurity and Development Cooperatlon
Aot af 1985 (22 U.8,0. § 334%9aa-9), Secrvion 203 of the 2.5, International Emergensy Econsmic Powarp
Acz |50 U.5.C. § 170321, the Wacipnal Emergencies Roe (50 U5, § 1601 er eeq.) Executive Orders

1anxd, 13%5%, 1295%%, and 130%%, and 31 C.F.R. Parta SO0l and 5&0.1

To: Enrom Capital and Trade Rescurces Coarp.
cfor Sutherland, Asbill and Brenman, LLP

172% Penmpylvania Awvemue, N.W.
Washington, D.C. 20004-2404

1. Baged on the April 17, 19%8 letter to the Office of Foreign Repets Control by Sutherland, habill
and Erennan, LLF gn behall of BEaron Capital and Trade Rescurces Jorp. (che "Applicatiom®), 31 C.F.E.
§ S60[{bp2)]and information otherwise availakble teg the QLCice of Foreian Resets Control regarding the
subject thereof, the transactionis) and activitylies! delineated of the reverse herecf are herehy
avchorized .,

2. This Lieense ig granted upon the statements and representations made= in the Application, otherdise
tiled with of made to the Treasury Department as a supplement to the Application, or bhased on
ilnformacion awailable to the Treasury Department, and is subject to the condition, among ochers, chac
cthe Licengee (sl comply in all respects wich all requlations, rulings, orders, and iRstructichns isauved
hy the Sectetary of the Treasury under the authority of S3ecticn 505 of the Internatiosal Security and
Development Coogeration Act of 1985, Section 203 of the U.5. International Emergency Economic PoWeTs
ot (50 U.E.0C. § 17021, the Marional Emsrgencies Act (50 U.3.0. F 17923, and the terme of thie
LicEnSse .

¥. The Licenseei(s] shall furnieh and make available for inspection any relevant inforsaticon, records,
oF reports reguested by the Secretary of the Treasury, or any other duly avthorized officer or agency.

4. Thie License is not cransfersble, and is subject to che provisions af Executiwve Orders 12617,
13857, 13959, and any regulations and rulings issued pursuant Chereto. It may be revoked or modified
at any time Ar the discretion of the Secrecary of che Treasurcy, IE this Liconse wag iesued ag a
result of willful niscepresentation on the pave of che applicant, it may, at che dlscretion of the
Hecretary af the Treasury, be declared woid from the date of its issvance, or from any other date.

5. This License expiraes May 31, 1388, it does not excuse compliance with any law or regulacian
atmiplgtered by the Office of Forelgn Assets Control or anothet agency lincluding reporcins
_ERQuirements) applicable co ehe rranszactioniel herein licensed, nor doag it pPeleass Licenasa (8] or
third parties from giwll or criminal liability for viclation of any law or regulacion.

Issued by direction and ?‘F:.-Eghalf of the- Secretary [bf the Treasury:

clapz :rj OF IFO
L3

i

Actention (s directed to, Later alia, 18 U.S.0. % 545, 16 U.5.0, 1001, 1% U.S.C. 1593, and 19 U.E.

LES%a, &0 UL 5.C. § 1705, amd 3: C.F.R  PFart 350 for provisbcons relating eo penilrigs
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License No. IA- [(b)(2)] Page 2 of 2

SECTION 1 - AUTHORIZATION: Subject to the limitations and conditions
herein, this license hereby authorizes Enrcon Capital and Trade Resourcea
Corp. and all U.5. perscons involved in the transactions for which this
licenae hag been sought pursuant o the Application to engage in only those
transactlions necessary te assist or enable [(b)(4)]

SECTION 2 - WARNING: Except as authorized above, nothing in this license
authorizes a U.S. person to engage in any transaction prohibited by the
Iranian Transactions Regulatiens, 31 C.F.E. Part 560, or Executive Orders
12613, 12957, 12959, and 13059.

SECTION 3 - RECORDEKEEPING REQUIREMENT: In accordance with § 501.801 of 31
C.F.R. Part 501, the licensee(s) hereunder isfare required to keep full and
accurate records of all transactions engaged in under this license. Such
records shall be made available for examination upon demand for at least 5
years from the date of each transaction. Such records shall clearly
demonstrate the applicability of the authorization set forth in § 1 hereof.

SECTION 4 - PRECEDEWCE: This license is issued on a nonprecedential basis.
R LR L T R R e e R R L L T I rorararaaa.
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DEPARTMENT OF THE TREASURY
WASHINGTON, D.C. 20220

License No. IA- [(b)(2)]

THANIAN TRANMSACTIONS RESULATIONS

LICENSE

(Granted under the avshoriey of Seceion 505 of ehe Iaeernaticnal Security and Develaphant Cooperation
oo of 1985 (22 U.2.C. § 234Faa-0), Section 303 of che U.5. Internaticonal Emecgency Economic Powers
Boo (50 U.5.C. § 1702), the Hiti&ﬂﬂl Emergencies mcrc (30 T.5.C. § 160l et seq.) Executive Orders
13£13, 12957, 13395%, and 13055, and 31 C.F.2. Parts 591 and 5&0.)

To: Enron Capital and Trade Resources Corp.
afo: SButharland, Askill and Brennan, L.L.P.
1725 Pennsylwania Avenus, H.W.
Washingten, D.C. 20004-2404 Attn: Beverly J. Rudy, Esg.

1. Baged on the February 20, 1998, labbter to the O0ffice of Foreign Assete Coantrol from or on behalf
af Enron Capital and Trade Hesourcesa Corp. |[the =Applicacisn®l, 31 C.F.R. § EEEHDH#][:d informaticn
gilefwise available to the Cffice of PFoareign hsseke Coatcol, Ehe tfansackion(s]l and ackivityliesl on
the reverse hereaf are hereby authorized.

2. This license is granted vpon the statements and repressentations made in cha Applicacion, atcherwise
Filed wicth <r mada to Lthe Treasury Deparimant ag & Supplemant o bhe Application, o baged on
information available o the Treasury Departmenc, amd ia gublect oo che comdition, amems oeRerd, chae
the licenges{s! hersunder comply 1n all respects with all regulations, rulings, orders, and
imgtructions issued by the Secretary of the Treasury uwnder the avchority of Section 505 of the
Interpational Security and Development Coop=ration Act of 138%, Section 203 of the U.S. Internaticonal
Emargency Economic Powers Aot {50 U.5.C. § 1702), the Hacional Emergencies Aoo (50 U.S.C. § 1703,
ard the terms of this license.

3. The liceénsees(gl shall furnish and make available [oF iaspecticn any pelevant information, cecords,
or reports requested by che Secracary of che Treagury, or any other duly duthorized officer or agency.

4. Thig license L& oot traneferable. and ie subject to the provisions of Executive Orders 12611,
L2857, 12%5%%, 13105% and any regulacicne and rulings issuwed purswant thereto. It may be rewvoked or
modified at any time at the discretion of the Secrecary of the Treasury. If this Licenas waa lssuad
a8 a4 result of willful misrepresentation on the pare of che appllcant, Lt may, at che discretion of
the Secretary of cthe Treasury, b declared woid from che date of ics lesuanca, oF fron apy okhar date.

%. This license does not excuse coppliance with any law or regulation administered by eha QOFfice of
Foraisn Rasatm Conbrsl of ancther agensy sincloding veporclog requivemenbal applicaivle Lo Che

transactioni{s) herein licensed. nor does it release Licensesi{s) or third parcieg from ciwvil or
criminal liabilicy for viclacion of any law or regqulation.

Issued by direction and on behalf of the Secretary of the Treasury:

OFFICE OF FOREIGM ASSETE CONTROL

— 7‘{/ :Jz?ffﬁ

R. Richard Newcchb
Director

Attencion is dirgeted to, ipter alia, 18 W.E.C. § 545, I8 U.5.C. LoOl, 1% 1.5.C, 1591, and 1% U.5.0C.
15953, 50 v.5.¢. § 1705, and 31 C.F.R. Part 580 for provisions relatipg ta penaltie:.
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DEPARTMENT OF THE TREASURY
WASHINGTOMN, D.C. 20220

License Ho. IA- [(b){2)]
IRaANTAR TRAMESACTIONS REESULATIONS

LICENSE

[Grapted under the authoricy of Sectcion 50% of the Internacicnal Sscurity and Development Cooperakblon
acc of 19ES (22 U.5.0. § 234%aa-%|, Section 203 of the U.S. Incecnational Emergency Economic Fowers
Bor (B0 U.BE.C. & 17623, ehe MHatlonal Emargencies Ror (50 U.B.C. § Lell et geg. | Executive Orders
13&13, 12957, 1z3s%, and 1105%, and 3X C.F.H. Parkte G0L anrd 5607

To: Enron Capital and Trade Resources Corp.
c/o: Sutherland, Asbill and Brennan, L.L.P.
17258 Penneylvania Avenue, H.W.
Washington, D.C. 20004-2204 Attn: Beverly J. Eudy, Esg.

1. Basesd on the February 20, 1998, letter to the Office of Foreign Assete Centrol from or on behalf
af Bpron Capital and Trade Respurces Corp. (the *Application®d, 31 C.F.H. § selB)#)land information
obheErwige available o the Office of Foreign Asssts Control, che transactionle]l and activityl(ies) on
the revarse herec? are nerecby auchorized.

2. This license ic granted upon the statemencs and representaticons made in the Applicacion, otherwise
filegd with or made to the Treasury Deparcment as a supplement te the Application, or based on
information available to the Treasury Department, and is subject to the condition, among others, that
the licensesigl hereunder comply io all respecte with all regulations, rulings, ooders, and
instructions issusd by the Secretary of che Treasury under she auwchority of Beccion 205 of the
International Security and Development Cooperacion Act of 1985, Secclon 203 of che V.S. International
Emergency Econcmbe Powers Acht (50 U.5.C. § 17021, the Hacional Emprgencies Act {50 U.5.C€. § 17021,
and the termg of thia license.

3. The licensee(sl shall fucnish and make available for inspection any relevant informacion, records,
or reports reguested by the Secrecary of che Treasury, or any other duly autherized aflicer or agancy.

4. Thiz license iz not transferable, and L subject To the provisions of Executive Orders 12613,
12O5T, 139%8, 13059 and any regulations and rulings issusd purewant chereto. It may be revoked or
modified ab any cime at the discretion of the Secretary ¢f che Treagury. If TChis License was 1Emued
ag & result of wi11ful misrepresentation on the part of ehe applicanc, Lo may, at the discretion of
the Sacrecary of the Treasury, be declared vold from che date of its issuvance, or from any other dace.

5., This license does nob excuse compliance with amy law or regulacion administered by the Office of
Foreign Assets Control or ancther agensy (including reporting requirsments) applicable to the

Lransactionis} herein licensed, nor doss it release Licenees(sl or tchird parcies from civil or
criminal liabilicy for wviolacion of any law or regulation.

Iszsued by direction and on behalf of the Secretary of the Treasury:

OFFICE OF FOREIGHN ASSETE CONTROL

:i%ﬂé/ ;fz«aff&

R. Richard Newcomb
Director

Aztention ie direcced ra, incer alis, 18 U.S.C. § S45%, 1. U.5.C. 1001, 19 U.S.C. 1592, and 1% U.B.C.
15958, 50 W.5.C. § 1M05, and 31 C.F.BE. Pare 560 fof proviglons relacing ©o penaloied.
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DEPARTMENT OF THE TREASURY
. WASHINGTON, D.C. 20220

License No. IA- [(b)(2)]
ITraNIAM TRAMSACTIONS RECULATIONS

LICEHSE

|Oranted under the autherity of Section 505 of the Interpational Security and Development Cooperation
Lot of 1985 {232 U.5.0, § 23id%9aa-%), Section 203 of che U.5. International Emergency Economic Poweara
Rer |60 W.S.0. § 1702), the Hatlonal Emergencies Aol (50 UL5.C. § 1E01 et seq.) Executive Orders
12613, 13957, 1295%, and 1305%, and i1 C.F.R. Partc 501 and 5&0.]

To: Enron Capital and Trade Resources Corp.
c/o: Sutherland, Asbill and Brennan, L.L.P.
1725 Penneylvania Avenus, N.W.
Washington, D.C. 20004-2404 Attn: Beverly J. Rudy, BEag.

1. Based on the February 20, 1998, letker to the CCflce of Foreign Assets Control from or on bahalf
of Enren Capital and Trade Resources Corp. (the “Applicacicam), 31 C.F.R. § sed[b)(4)nd information
octherwise available to the Offkice of Foreign Assets Coptrel, the trangactioni{s) and activityi{ieel on
tha reversa herecf are hersby authorizad.

i. Thie license i8 granted upon the statemente and pepresentations made in the Application, otharwise
filed with er made ©o tha Treacury Deparkféant aa a Aupplement Eo the Application, or based on
information available to Lhe Treasury Department, and Lg subject te the condition, among others, that
the licensesis}) hersunder comply in all respects with all rcegulations, rulings, orders, and
instructions issusd by the Secretary of the Treasury under the authoricy of Section 505 of the
International Security and Development Cooperaktion hcet of 1985, Sectiom 203 of the U.3. Intermational
Emergency Economic Powers Aot (50 D.5.0. § 17021, the HMatiomal REmergancies Act (50 U.8.C. § 1703),
and the terms of this license.

i. The licenseeig] shall furnish aod make available for inspection any relevant information, recorda,
or reporte requested by the Secretary of the Treasury, ot any other duly authorized cfficer or agency.

4. This liFrepsas im pot crancferable, and is subject b Ehe proviaions of Executblve Orders 1I613,
12957, 125%4, 13053 and any regulations and rulisge issued pursuant thereta. It may be revoked or
modified at any time at the discretien of the Secretary of the Treasury., IC this Licenas was Lasued
af 3 rogult of willful misrepresentation on the part of the applicant. it may, at the discretion of
the Secretary of the Treasury, be declared wviald from the date of its issuance, or from any other date.

§., This licenee does aobt excuse compliance with any law of resulation administered by ehe Office of
Foreign Assets Control or ancther agency (including reporting reguirements) applicable to the
crangactionis} hersin liceamed, nor doed it celease Licensee{s) or third parties from civil o
criminal liapility for violation of any law or regulakbicn.

Izsued by direction and on behalf of the Secretary of the Treasury:

OFFICE OF FOREIGH ASSETS CONTROL

By
E. Eichard Newcomb
Director

Brtanclicn is directed to, inter alis, 18 U.5.0, § 545, 10 U 5.0, 1008, 1% U.5.<. 1592, and 1% V. 5.C,
15%5&, 50 V.3.C, § 1705, and 31 C.F.E. PFart 559 [or provigions relating Lo pepnaltiss

[(B)(5)]
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License No. TA-[(h}{2)] Paga 2 of 2

SECTION 1 - AUTHORIZATION: This license authorizes Enron Capital and Trade
Resources Corporation and all other U.S5, persons involwved in the transactlons
for which this license is seught (collectiwvely, "Enron®), to engage 1in all
transactions necessary to enable [(b)4)]

SECTION 2 - WARNING: Except as authorized above, nothing in this license
authorizes a U.S. person to engage in any transaction prohibited by the
Tranian Transactions Regulations, 31 C.F.R. Part 560, or Executive Orders
12613, 12957, 1295%, and 13055,

SECTION 3 - RECORDEKEEPING REQUIREMENT: In accordance with § 560,601 of 31
C.F.R. Part 580, the licensee(s) hereunder is/are reguired toc keep full and
accurate records of all transactions engaged in under this license. Such
records shall be made available for examination upon demand for at least 5
years from the date of each transaction. Such records shall clearly
demenstrate the applicability of the authorization set forth in § 1 hereof.

SECTION 4 - PRECEDENCE: This license ie issued on a nonprecedential basie.
*.**-**'lit-it-i-ttiiri--****i*tii*ii*li*i**.**li*l’tttt*i‘i**.ﬂ**l**ﬂ‘**--t*.***
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NERPARTMEMNT OF THE TREASLURY
WASHINGTON, D.C., 20220

License No. IA-[(b)(2)]
IRANIAN TRANSACTIONS RESGULATIONS

LICENESE

lGranted under che auchoricy of 50 W.5.0. §§ 170%-06. 23 W.5.0. § I345a&-%, Eseculive Orders 12613,
L2057, 1395%, 1L C.F.R. parcs 501 and 560. and Executive Jvder 13058.]

To: Enron Capital and Trade Resources Corporation
efo: Sutherland, Asbill and Brennan, LLF
1725 Pennsylvania Avenua, N.W.
Washington, D.C. 20004-2404 Attn: Bewerly J. Rudy, Es&qg.

1. Based on a November 17, 1998 lecter to cha Office of Foreign Assecs Conteol from che firm of
Sutherland, Asbhlill, and Brennan. LLP (the “Applicaticn”], and infcematlon otherdise available ©o Che
Office of Foreign Assets Control regarding the subject of the Application, the transactions delincated
on the reverse herecf, and if any, the page(s] attached hereto are heraby authorized.

2. Thie License is granted upon the statements and repressntations made in the Application, otherwiss
filed with or made to the Treasury Department as a supplemsnt to the Application, or based on
informaticon available to the Treasury Department, and is subject to the condition, among others. that
the Licensce(s] comply in a11 FREPRCCE with all regulaticns, rulings, orders, and iostrucstions lesued
by che Secretary of che Treasury under the authoricy of Secrcion 50% of the Internacional Security and
Development Cooperation Aot of 1585, Section 203 of the U.E. International Emergency Economic Powers
Aok [50 V.5.2. § 17020, the Mational Emergencies Act (50 U.8.C. § 17021, and the terms of this License.

3. The Licensceis]l shall furnish and make avallable for inspection any relevant Information, records,
oF reports requested by the Secrevary of the Treasury, or any other duly authorized officer or agency.

4. This License ig not transferable, and is subject to the provisions of Executive Orders 12613, 132857,
12552, and any regulations and rvulings ilssued pursuant thezeto. Ik may be cevoked or modified at any
time ac che discretiomn of the Secretary of che Teeasury. If thia License was issusd as & result of
wiliful misFrapragentation on che parc of the applicant, it may, at the dipcretion of che Eecret-:l.r]." af
the Treagury, be declared void from the date of its issuance, or from any other date.

5. Thie Lig¢ense does not exouse compliance with any law or regulation adrministered by the Office of

Foreign hessets Controcl or another agency {including reporting regquiresents) applicable to the
transactionis| hereln licansed, nor dosa Lt releass Licenges (8] or thicd parties from civil or criminal
Liability for wiolation of any law or regulation.

Iegued by direction and on behalf of che Becretary of che Treasury:

OFFICE OF FﬂR!IGH & COMNTROL
By i ﬁuarm/ ?’5/?_ é/‘? f

Rf Richard H&Hnnmb
Directer

Attantion is directed to 10 5.0 & 1oQgl, S0 U.E.C. % 1705, and 31 C.F.B. & 8&£4.731 for Prn-v:i_:j:m_;
r@latlng e penalties,
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License No. IA-[(b}2)] Page £ of &

BECTION 1 = AUTHORIZATIOM: Subject to the limitations and conditions
herein, this license hereby authorizes Enron Capital and Trade Resources
Corporation and all U.S. persons involved in the transactions for which this
license has been sought pursuant te the Application te engage in only those
transactiona necessary to assist or enable [(b){4)]

SECTION 2 - WARNING: Except as authorized above, nothing in this license
authorizes a U.S. person to engage in any transaction prohibited by the
Iranian Transactions Regulations, 31 C.F.R. ParL 5&0, or Executive Orders
12613, 12957, 1295%, and 13055,

SECTION 3 - RECORDEEEPING REQUIREMENT: A= a cendition of this license and in
accordance with 31 C.F.R. Part 501, the licenses{s) hereunder isfare required
to keep full and accurate records of all transactions engaged in under this
license. Such records shall be made available for examination upon demand
for at least 5 yeara from the date of each transaction. Such records shall
clearly demonstrate the applicability of the authorization set forth in § 1
hereof.

EECTION 4 - PRECEDENCE: This license is issued on a nonprecedential basis.
AR EE A RE R AT EEA AR ERN AR AN A TR bRk b sk bRk d kR R W EhkEE kR kbt kb kR R
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mroABTHREMT OF TUE TEFASIIRY "m.'l F"vafi
WASHINGTOMN., D.C. 20230

OFFICE OF FOREIGHM ASSETS COMTROL
CORRESPONDENCE ACFNOWLEDGEMENT, FPage 1 of 1

Rudy, Beverly J. Tel.
Sutherland Asbill & Brennan LLP Fax 202/637/3593

1275 Pennsaylvania Avenue,

Washingten, DO 20004-2415

LICENSING DIVISICHN

OFFICE OF FORELGN ASSETS CONTROL {"OFAC")
U.5. DEPARTMENT OF THE TREARSURY

1500 PEMNMSYLVANIA AVENUE, N.W,
WASHINGTON, DO 20220

Fax: (202} &22-1857

RE: FAC No.  IA-[(b)N2), (b)7)c)]
This 15 to acknowledge receipt of your correspondence

dated 11/17/98 . Generally, it is the practice of this 0ffice
to process all similar applications and ingquiries in the order

of their receipt.

Please refer to the date of vour original correspondence and
FAC No. cited above 1f you need To contact us or send supplemental
information. We look forward Lo serving you.

Note: Infarmacion on Sanctions programs administered by OFAC can be

retrieved from aur suresaced fax-on-demand system by dialing
(Z02] B2E-0077, 24 hours a day, or through cur World Wide Web
nome page. W ISLEEAS QoS EreASUEY S ERIVICES f Tac/ Tac., ntml,

Fax to: 202/837/3593
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CORRESPONDENCE COVER SHEET
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|: FAC No: A E_m;_z]] Other ref: B - .
i Dhated: 11798

| Received: 11/20/98 |i
Due date: |
Fom Rudy, Beverly J. - |
Org.: Sutherland Asbill & Brennan LLP I
Address: 1275 Pennsylvania Ava. |
I
Washington, DC 20004 |
Actual Party: Enron Capital & Trade Resources Corp |
Sublect [(0)(4)] |
DISPOSITION | CC | Special:  Control "Capy to Director |

| Initial assignment | ' Reassign 2 Reassign 3

I Director

i_ﬁiﬁckudnss:m
- Civil Penalties
| Compliance |

| Enforcement

| Int'l Programs |

e
| Plans & Policy

! Chief Counsel

Erhard = '
Sii:"-'l.;.l';.ﬁnn

Motes:

| Dispositian: | File name/lacation:

-Ilnlilue
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Exhibit 1
DEPARTMENT OF THE TREASURY
::& WASHINGTON, O.C. 20220

License Ho. TA- [{b}{?}]
Iranzin TRANSACTIONS RECULATIONS

LICENSE

(Granted ungder the avthoricy of Section 505 af the Interrational Security and Developmene Cooparac ian
hot of 1985 (22 U.s.T. § 234Faa-91, Seceisn 203 of che U.5. International Emergency Ecomomis Powers
Aot {50 wW.5.C. § 17021, the Macicnal Emergenciss Act (50 U.5.C. § 1501 @b #ég.} Exacurive Ordars
12612, 12857, 12959, and 1305%, and 31 C.F.H. Farcgd 501 and 560,]

To: Enron Capital and Trade Resources Corp.
c/o: Sutherland, Ashill and Brennan, LLP
1725 Pennaylvania Avenue, N.W.
Washington, D.C. 20004-2404

L. Based on the April 17, 1998 leccer te the Office of Foreign Assets Control by Sutherland, Asbill
and Brennan, LLP on bekalf of Enron Capital and Trade Resources Corp. |the "Application"l, 11 ©.F.R,
§ 560 [(B4}] and informacion otherwise available to the QEfice of Foreign Assets Control regarding the

Bubject tharesf, the transacticnis} and activity(ies] delineated sn che reverss heveof are hareby
aukthorizad,

2. This License is granted upen the stacemenca and representations made in the Application, otherwise
filed with or made to che Treasury Deparbsenkt as a supplem=nt to the Application, of based an
information available to ehe Treadury Depactment, and i subjece e the camdition, amang athers, thae
the Licensaels) comply in all Fespects with all regulations, rulinmgs, orders, and inscructions issued
by the Secretary of che Treagury under the autherity of Sectlson 505 of rhe Incernational Security and
Development Cooperation Azt of 1985, Secciem 203 of che U.5. Intermational Emergency Econcmic Powars

AcE {50 U.2.C. § 1702), the Wational Ensrgencies Act {50 U.5.C. § 1702), and the corma of this
Licenso .

3. The Licenses=(s5) shall furnizh and makes avallable for {nspection any relevant informatien, records,
O reporcs regquested By the Secretary of the Treasury, or any other duly authoriged officer ap AgEnCy .

4. Thia Licensa i# not transferable, and is subject to the provisions of Executive Ooders 12617,
L2957, L295%%, and any regulations and culinge issued pufsuant charets. It may be revaked or modified
At any time ac che discretion of che Secrecary of the Treasury. IF bhis License wag issued as a
raBult of willful misrepresentacisn on the part of the applicant, it may, at the discrecion of Ehe
Facretary of the Treasury, be declared void Erom the date of ics fsruance, or from any other date.

5. Thia Lisenss axpires May 31, 199%, 1t do=s not @xcuse compliance with any law or regulacion
administered by the Cffice of Foareign Assecs Contrel or afsther agency (lacluding reporting
requirements) applicable to che trangaccion(g]l herein licensed, nor does ir release Licenses (s} aor
third parcies from givil er eriminal liapiliey for wiolation of amy law op reqular fon.

Issued by direction and qﬁ“behalf of th‘nFECIEtﬂIY f the Treasury:
Ir II
] SETS oL .
IRy
ol I_.- I. 'I:_EI I {,’
f f

o ALY j

Attencion is directed to, inter alia, L& U.%.C. 5 545, 18 U.E.C. LOOL, 19 u.g5.0, 1592, and 13 ©0.5.0.
LS05&. S0 U.5.C. § 1795, and it T-F.R. Part 560 for proviaiodas relating co penabrties,
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DEPARTMEMNT OF THE TREASURY
WASHINGTON, D.C. 20220

'‘Bnron Corporation
Suite BOOD

1775 Eye Street, KW
Washingten, DC 20006

Att: Thomas C. Briggs
Vice President, Government Affaira

Dear Mr. Briggs:

This is with regard to your letter of December 4, 2000 to the Office
of Foreign Assets Control (“OFACY), in which you requested
clarification of the scope of OFAC License Ho. YE-[b)2)] In your lettexr
you advised that Enren Corporaticon also socught OFAC authorization to
provide [(b)(4]] to the Federal Republic of
Yugoslavia (Serbia and Montenegro) (the “"FRY (S&M}*) .

Flease be adviaed thab Executive Order 131%2 of January 17, 2001,
which became effective on January 1%, 2001, amended Executiwve Order
13088 of Jume 9, 1998 to l1ift in most situaticns and modify in others
the economic sanctions imposed against the FRY (S&M) . Consequently, an
OFAC license is not presently reguired for Enzon Corporabicn to engage
in the activities described in OFAC License No. YE-IEHor in thoss
artivicies described above.

Plzage note, however, that Executive Order 13152 imposes restrictions
an transacticns with certain persons described in Section 1(a) of the
order. It also requires the continued blocking of property or
interests in property blocked prior toc the order's effective date.
Conaequently, OFAC licenses are regquired for any trangactiong Enron
Corporation may undertake involving any blocked persons or blocked
property as described in Executive Order 13152 and for any
transactions involving previously blocked property. If you have any
guestions concerning the scope of theee restrictions please contact
OFAC Licensing Divielon at (202)8622-2480. In addition, you should
consult with other agencies of the U.5, Govermment, such as the
Department of Commerce, Bureau of Export Administration, and the
pDepartment of State, Office of Defense Trade Controla concerning any
remaining restrictions that might apply to exports to the FRY[S5&M).

A summary of OFAC restrictions concerming the FRY [S5&M), which includes
the text of Executive Order 13152, is enclosed.

Binceraly,

FEB 20 1080

iActing) Chief of Licensing
Office of Foreign Asseta Control

Enclosures
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DEPARTMENT OF THE TREASURY '
WASHINGTOMN, D.C. 20220

Licenae Mo. ¥YE- [(B)(2)]

Fepgral REPUBLIC OF YUGOSLAVIA (SERBIA ANT MONTEMEGRC) KEOS0YV0 SANCTIONS RESULATIONS
LICEMNEE
|Granted under the auchority of § 203 of the Internacicnal Emergency Economic Powers Rob
50 U.5.C. § 170%] . Executive Order 13088, 31 C.F.R. Parta 501 and 586, and Execubtive
Order 13121,

To: Enreon Corporatien (the “Licensea’)
1775 I Streat HW
Buite BOD
Washington, DC 200068 Att: Thomas C. Briggs VP, Government Affairs

1. Baged on your letter of Hovember 10, 2000 (the “Application®) and on infeormation
otherwise awvailable ta ethe Office of Fu.l.'l':lilﬂ} hepgeLe Coptrol, Che Eransackions amd
ackivities delineated on che reverse hereof are hereby authorized.

2. This License is granted upon the atatemsncs and representaticns made in the Application,
acherwise Filed with or made to the Treasury Department as a supplement to the Application,
or based an ipnfopmation availakle co Che Treasury Department, and is aubjest co the
condition, among others, that the Licensee comply in all respects with all regulations,
walinga, orders, and instruceions issued by rhe Seesrecary of the Treasury under the
autharity of Section 2903 of the InCernaticnal Bamergency Economic Powers Aok, 50 U.5.C. §
1702, and the tegms of this Licanss.

3. The Licenses ghall furnich and make available far inspection amy relsvant information,
records, oF TepPOITE requested by the Secretary of the Treasury, or any other duly authorized
pfficer or agoncy.

4. Thie License is nob cransferable, and [m subject to the provisions of Execubive Order
13088 of June %, 19%8, 31 C.F.R. Parts 501 and 586, Executidwe Order 13121 af April 30, 1994,
and rulings issued pursuant thereta. [t may be revoked or modifisd ab any time at the
digererion of the Secretary of the Treasury. If this License wag lgaued ag & result of
willful misrepresentation on the part of the applicant, it may, at the discretion of the
Jacretary of the Treasury, be declaved wold from Che date of ite issuance, or Trom any others
dabe.

5. fThis License does nob excuse complisnce with any law or regulation administersd by the

Office of Foreign Assets Copntrol of ancther agency (Inelwding reporting reguireamesnbs)
applicable to tha transactioni(=s) herein licensed, mor does it relssse Licenses or third

parties from civil or criminal liability Eor wiolation of any law or regulatkion.

Igsued by directicn and on behalf of the Secret of the Treasury:

OFFL oF F GH
e,

£ ECTTer
n i
i | L] Il' {;l'{"
By S
n 15: JR I
Dirkater
Attention is directed to, inter alda, %0 W.5.C. § 1705, 18 U.3.C. § 545, 18 U.2.C. § 1001,
18 U.5.C. § 3571, 1% U.5.C. § 1592, 1% U.5.0. § 15954, 28 U.5.C. § 2461 note, and 31 C.F.R.
§ 536.701 for provisions relating to penalbties.
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‘License Mo. YK- [(b}2)] Fage 2 of 2

SECTION 1 - AUTHORIZATION: The Licensee and itas U.8. affiliates,
as well as U.5. persons who are employed by the Licensee, Enron
Capital & Trade Resources, Ltd. (*ECTRL"), or other atfiliates of
Licensgee, are hereby authorized to [{bji4)]

SECTION 2 - REPORTING AND RECORDEEEPING REQUIREMENTS: The
Licensee is subject to the recordkeeping and reporting
requirements of, inter aliaz, 31 C.F.E. 5§ 501.801 and 501.50Z,
including the reguirement to maintain records concerning the
transactions undertaken pursuant te this License for a periecd of
at least Live yeara.

SECTION 3 - PRECEDENCE: This license is iesued on a non-
arecedentbial basis.

EEEEEEEEEEE R A EEEEEEIEE RN R NS EEENE RIS EEI NSRS REAREARE EEsEEEEAT

00400000000152



DEPARTMENT OF THE TREASURY
WASHINGTON, D.C. 20220

Licensze Ho. YE-[B)2}]

FEDERAL REPUBLIC oF YUGOSLAVIA (SERBIA AND MowreEwesso) Kosove SANCTIONS REGULATIONE
LICEMEE
[Granted under the avcthority of § 203 of the Internmational Emergency Economic Powers Ack
[50 U,5.C, & 1702], Exe=cutive Order 13088, 31 C.F.E. Parts 501 and 585, and Executive
Jrder 13121,

To: Enron Corporation (the "Licensea’)
1775 I Streat MW

Buite 800
Wwashingten, DC 20006 Att: Thomas C. Brigge VP, Government hffairs

1. Based on vour letter of Octaber 18, 2000 (the "Applisaticn™) and en information
obherwise available to the Office of Foreign Assets Ceatrcl, the transactions and
activities delineated on the reverse herecf are hereby authorized.

2. This License is granted upon the statemsnts and represeptations made in the Applicatios,
otherwise filed with or made to the Treasury Department as a supplement to the Applicacien,
or based en inlfermation available to the Treasury Department, and is subject to the
cendition, among others, that the Licenses comply in all reepecta with all requlations,
rilings, orders, and inatructions issusd by the Secrecary of the Treasury under the
authority of Section 202 of the International Emergency Ecoaomic Powers Aot, 50 U.5.C. §

1702, and che terms of chis License.

4, The Licepsss ghall furnish and make available for inspection any celevant infermaclion,
recorda, of Teports requested by the Secretary of the Treasury, or any other duly authorized

cfficer aor agency.

4., This Licenss is not tranaferable, and is subject te che provispions of Executive Order
130BE of Junm 9, 1938, 31 C.F.R. Parts 501 and %88, Executive Crder 13121 of April 34, 1399,
and rulings igsued pursuant thereto. It may be rewoked or modified ab any time at the
digeretion of the Secretary of the Treasury. If this License was lssusd as a result of
willful wmisrepresentation en the part of the applicant, ic may, at the discretion of the
Secrecary of the Treapury, be declared void from the date of its issuance, or [rom any other
dakte.

B. Thiz License does not excuss compliance with any law or regulation adminjistersd by tha
office of Foreign Assete Control or another agency (including reporting requiremencs)
applicable to the traneaction(s] herein licansed, nor does it release Licenses or third
parties From civil or criminal liability for wiolation of any law or ragulation.

Issued by directicn and on behalf of the Secretary of theg Treasury:
CFFICE OF | SETS L

BY

R+Lﬂi:hurd'r Hewcomb
Difractor

Attentisn is directed to, ioter alia, 59 U.8.¢. § 1705, 18 U,5.C. § 545, 18 U.5.C. § 1001,
18 v.5.2, § 3571, 1% vU.5,.C. § 1553, 15 U.5.0, & 1595a, 28 U.5.C. § 2481 note, and 31 CLF.H.

§ 505,70l For previsions relating to penmalties.
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License Ho. YE- [(b){2)] Page 2 of 2

SECTION 1 - AUTHORIZATION: All tranaactions are hereby
authorized to enable the Licensees and its U8, affiliates,
including certain employees who are U.5. persons, to participate
in transactions by Enron Capital & Trade Rescurces, Ltd. relating

Lo [(b4)]

SECTION 2 - REPORTING AND RECORDEEEPING REQUIREMENTS: The
Licensee ia subject to the recordkeeping and reporting
requirements of, inter alia, 31 C.F.R. §§ R01.601 and 501.802,
including the reguirement to maintain records concerning the
transactions undertaken pursuant to this License for a period of
at least five years.

BECTION 3 - PRECEDEMCE: This license is isaued on a non-
precedential basis.

T s Em SR R RN N R RN NN N e E W
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[{b)2]]

DEPARTHMENT OF THE TREASURY
WASHINGTOM, D.C, 2OEE0D

ticenss No. YE- [(B)(2]]
FECERAL REPUpLIC OF YUSCALAVWIN (EERNIA KHT MesresesEn] Kosowo SARCTIONT RESULATIONS
LICEHSE
{Granted mder the auchezity of § 303 of che istezesrional Esecgency Eccadnliz Powers Ret
(=6 0.5.0. § 1752], Emecutive Droas 133g8, 31 C.F.A. Parta $01 and S0§. agd Emecutive
Grder 13121-

Ta; Enron Corporatien (the “Licenses’)
1775 I Skrmat HW
Suika BOO
Wanhington, DS 20006  ALL: Thoman C. Briggs ¥P, Govermsant AEfaizs

1. passd se your latber of Ockches 13, 3000 {che shpplicaties®l and om inforwatisze
crherwiss available ko bhe Office of Foreign Masecd feetrol, tha transsckiged  and
aseivities delimeated on the severss hevecf are hersly auekarized.

¥. This Ligense is granced :span Che SEabements 2nd reprecancacicns wade in the Mpplication.
othecwiss filed with or fads £o the Trezsury Depacrtmdht 4% & suppleTent to the Applicaeies,
aF bazsd om isfesrmacion aveilable ©o the Tressury Sepdromemt, and is subjese ©o Ehe
copditiss. ameng others. EbRac the Licemaee corely im all meepests wich all vequlaticsd,
rulinge, orders, and inctruaobions LgEusd by kbe Secvetary of che Treasusy under thi
suthericy of Bectdon 207 of whe freernational Ewergency Dosasmic Powsse ket 50 U.5.c. §
1702, and tha terms of this License.

3. The Licssass chall Furnish and wake available for inspection any rolevast lnformatisn,
receyds, or reportn regopsted y the Seoretacy =F The Treasury, o any eemer duly sucharlzed
gfiicer or agensy-

4. Thia License e st cransfersble, and is subjzec vo the prewisions of Exesutive Qzder
13088 of June §, 1888, 31 ©.F.R. Parcc 501 apd 86, Ewecubive Order laidl of April 38, 1998,
and relisge issusd pursuAst Theresa, It may be pevelked or modifisd &= any tise at £he
digpcreticn of the Seczeciry of the Teeasury. If this License wad issusd as @ remuit of
willful sdpreprecestatioe on the part of the applicanz, i5 way. &C che diperetion of the
Seeperary of the Teeasury, e declared void from the dace of fts lisuance, oF feom any athes
date.

§. Thig Licenss dess por escuse coFpliance wirh amy law or requlation mdminisered by the
Office af Foreign Apssts Concrol or anather agenoy |ineluoding sepaszing rEquiserantsl
applicable o the trensastioniel hesels limsnzed, nos dees if release Licensss or third
partiss frem civil or ceimimal lisbilizy for vislazsan of amy law or reguletisn

Arcencion i direceed To, Ambor alia, 50 V.5.0- § 1%ed, 13 U.E.C. G 595. bn UoE.E. § R00%,
18 U.5,C. § 3571, 19 U.B.0. § 18253, 18 .20, B o138%a, 28 i, 8.C. § 24F1 note, and 31 C.F.R.

§ 586,701 for prewisions relasing co pemalsind.
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YE-[BU2FAC Mo, YE-[(BH2)] )

HOTE TO FILE:

Thia ie a request for a license authorizing U.5. employees and
7.5, affiliates of Bnron Corp. to assist Earon's UK subsidiary in
the purchase and sale of [(bld)]

No license would be required if the work was to be done entirely
by the UK subsidiary and ite staff. It is represented, howewver,

that the assistance of the U.5. personnel and the U.5. affiliates
is required.

[{BH(5)]
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MEMORANDUM FOR DEPUTY SECRETARY EIZENSTAT

FROM: Timothy F. Geithner
Under Secretary (International Affairs)

SURIECT: Talking Points For Call From OPIC President Munoz
{September 14, 2000)

[(b)5), outside scope]

BRIEFING
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[(D){5); outside scope]
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[(b)(5); outside scope]
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Drafted By Gehristopuloa/TTI

Reviewed By: DLucich/TT
TWwallace/TTI
Glampliner'GCI
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Fronm Tom. Brggaienron, com

Senn: Monday, January 22, 2001 1:54 PM
T geetha. raciidio. treas. gov

Subject: India/Drabhol Meeting

=kl PP - OC
Tabiing Posrin G::tha,.

My apologies for the delay in sending this matenial. [ have lost both my
regular assistant and my temp so [ am a bit overwhelmed.

John Hardy will be areending the meeting tomorrow ar 3. His 55# is
[{b)EN and birthdate is  [(b)(8)] If you could remind me of the
address of the meetung [ would appreciate it. [ managed o lose thar as

well.

John and I have a brief agenda: 1) we want te updare you cn Dabhel and 2)

we want to discuss way in which the USG may become involved in encouraging
market reform necessary to extract value out of our generating asset.
Specifically, we want to focus on refgorm at the Indian federal level thar

will be necessary to deliver power to customers other than MSEB.

We look forward 1o meeting you tomorrow.,

{See atrached file: Drabhol PPA - DC Talking Poines.doc)

Q0500000002269



Jamuary 10, 20401
Evenis
#  The State of Maharashtra Chief Minister Deshmukh announced during the winter session of
the Seate Legislature that Phase 11 of the Dabhol Project was to be reviewed, Allegations

were made that the high Dablvol tanfT was the cause of the Maharashira State Eleciricity
Board™s (MSEB) financial difficulties.

#  The Governmeni of Maharashira (GOM) will apgoint 2 commities of experts o reexamimne
the Dabhel Power Purchasze Agreement, a 20-vear PPA o the single buyer MBEB.

#  MWSEB is currently in arrears for the Dabhol November ull in the amouwnt of Bs 148 Crores
(1 480,000,000 Rupecs).

= Phase [1 of the Dabhol project iz 80% complete, with 95% of the equipment on site and 3400
MM remmaining 10 be disbursed out of 32.6 billion.

Facts About Dabhol

+ By providing 2184 MW gas fired power plant, built to international standards with related gas
facilites, DPC is creating substantial opportumtes for the development of a modem
industrial cormdor m south central Maharashina

% So far, Dabhol has contributed over Bs 1600 crore to the national and state exchequers and
Tras brought in Forcign Direct Invesiment of over Bs 10,000 crore (32,5 billion) into the
country

*  In building the facilities, DPC has provided valuable employment to arca residents. DPC
contractors on the site currently employ approximately 15,000 workers. A hospital, school
and other community services have been provided to arca residents by DPC

Lz

Expert Commitree. DIPC will cooperate with the GOM-appointed Expert Committee. That does
not mean, however, that the PPA will automatically be renegotiated. To allow the time for such
review, three things must happen: (1) DPC must continue to fulfill is generation obligations under
the PRA; (i) MSEB must pay the money owed to DPC; and (ui) the proect lenders must continwe
to disburse funds to finish Phase I of the project.

Couse of MSEB Finarcial Difficuities. Dabhol is not the cause of MSEB's financial difficultics.
Those difficulties are due w a number of factors, among them:
- The need for meters to measure electricity distnbuted to end users
- The high rate of losses. MSEB currently has approximately 30% losses, a large
part of which 15 due 1o thefi.
The State’s continuing to grant subsidies on a political basis and not
compensating MSER therefor.
The State’s not allowing MEER to disconnect nonpaying customers.
The large cross subsidies built into the tanft structure.
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Power Shortage. India is in need of power. The Minister of Power has recently stated that India
necds 10,000 MW of new generation. (The state of Maharashira iself faces a continuing
shortage of power (appros. 2000 MW resulting m large areas facing load sheddimg and
blackouts.)

Foreign Direct Investmend., Becauze India lacks the funds 1o construct necded power
infrastructure, foreign direct investrment iz needed. Failure to honor contractual commitments or
1o respect the sanctity of contracts will serve to discourage such investrment.

Diseriberion Reform. The long term solution is to institute reforms quickly. Reforms that are
lﬂrtu:uhrly pertinent to the financial distress suffered by the SEBs are:
State Electricity Boards must be unbundled into three busmess units {generation,
transmission and distribution} and be made accountable for their performance via
carporatisation.

- Professionzl management teams rather than bureaucrats must rum the power
seclor companies.

. Improvements o (he mirastructure are critical, Losses cannot be reduced uniil
electncity 12 metered, those uzing power properly billed, the funds killed properly
callected, customers disconnected for nonpayment, and those responsible for
theft of power proseculed,

The State must allow MSEE to run its business in a professional manner rather
than as a palitical vehicle. Thus, subsidies must not be granted unless the
government is willing 1o pay for them.

- Finally, the tariff structure must be rationalised so that the costs of distnbation of
power to the various customer classes are reflected m the tanffs,

The Dabhed Tariff. The tan il s mot an absolute number but 13 a Tormula. The anff at which DFC
power 1z seld o MSEB 15 compnised of two cost fctors, a lixed capacity charge and a variable
energy charge, The per unit cost of DIFC power, in turn, depends on the quantity of power
aciually drawn by the MSEB, prevaling intermnational crude ol prices, and the rupee/dollar
exchange rate. Depending on flucivations in these variables, the 1aeifl can go either up or dewn. A
more representative way of judging tariff is on an annual average.

From May 1999 o October 2000, MSEB's off-take from DPC was an average of 60 %%, resulting
in an average tariff of Bs. 4.94. If during that period the off-take had been 90 %, the average il
would hiave been Rs. 4,02, Looking ahead, the recent drop in international fuel prices (ahich
affects the price of naphtha) will result n a decrease in the tanff. With the commissioning of the
second phase of the project by end 2001, when Liquefied Matural Gas (LNG) is used as fuel, the
tari fT will be further reduced another 20-25%, {assuming 90% off-mke, prevailing foreign
exchange retes snd mternationel fuel cost remaining within 321-28.)

[t 15 ot true that the tanfT was Bs. 28 per unil dunng last summer. Bather, a Bs 7.80 figure was
recorded for the monthly eyvele ball of July 2000 - a Dgure based on a low dispateh level of 33 %,
naphtha price of $ 306/ T and af an exchange rate of Ra. 4535 per dollar. On the other hand,
hisd MSEB dispatched DPC a1 90% during the same period, other factors remaining identical, the
tarifT would have worked out to Bs. 4.31 per unit. (Capacity charge Rs.1 88 plus enerpy charge
Rs. 2.43).
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Einansmg

Cowry, Total project cost is 53 billion (Phase [ 51.1 billion; Phase [151.9 billion).

Totad Debr. Total project debt is $2 billion (Phase T $604 million; Phase 1T $1.4 billicn).

Fadian Debi. OF the §2 hillion project debt, $1.2 hillion is Indian debt, consisting of direct loans
and guarantees. (Because the Japanese, 1.5, and Belgium Exim Banks take no direct risk, the
Indian banks guaranieed their loans.)

thther Foreign Govermment Lenders, Japanese Exim Bank; Belgium Credit Agency, ULS, Exim
Bank, and Opie, the laner also providing political risk insurance to sharcholders.

(hher Lenders. 30 other international banks are involved in the loans for the Dabhol project.
Fue! Suppily. Both the Oman and Abu Dahb govermmeniz are involved in providing fuel to

Dabhol. The Oman facilities are 60 percent owned by the Goverament and 30 percent owned by
Shell.

LNG Tanker, The tanker is owned by Shipping Company of India, Mitsw and 15 percent by
Enron,
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Ho person has been authorized to give
any informatlon of to make any representa-
tlone other than those contmined in this Pro-
specius, wnd, if given or made, such informa-
tion or representations must not be relied
upon as having been authorized. This Pro-
spacius does not constitute an offer to sell or
the solicitation of an offer to buy any secur-
tiss other than the sscurities dascribad in this
Prospectus or an offer to sell or the solicita-
tion of an to buy such securities in any
gircumatan In which such offer or solicita-
tion s unlawful Maither the delivary of this
Frospecius nor any sale made hersunder
shall, under any circumstances, creabe any
implication that there has been no change In
tha affairs of the Company since the date
hereo! or that the information contained
heraln is cormect as of any time subsequant 1o
its date.
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AVAILABLE INFORMATION

Enron, a Delaware corporation, is subjact to the informational iramants
Act of 1934, as amended (ine “Exchange Act”), and in accordance rrﬁuramh Hmdﬁmﬁsﬁﬁmﬂ
and other information with the Sacurities and Exchange Commission (the “Commission'), Such raports, proxy
statements and other information can be inspected and copied at the public referance facilities maintainad by
the Commission at Room 1024, 450 Fifth Streat, N.W., Washington, D.C. 20549; and ai the Fnlluvdrug Regional
Offices of the Commission: Midwest Regional Office, Citicorp Center, 500 weast Madison Strest, Suits 1400
Chicago, llinois 60661-2511; and Northeast Regional Office, Sevan World Trade Canter, Suite 1300, Mew Yark
New York 10048. Copias of such material can also ba obtaingd from the Public Rsference Section of the
Commigsion at 450 Fifth Street, N.W., Room 1024, Washington, D.C. 20549, at prascribed rates. Enron's
Commaon Stock and Cumulative Second Prefarred Convertible Stock ara listed on the Mew York and Midwast
Stock Exchanges, and Enfon's Common Stock is also listed on the Pacific Stock Exchange. Reports, Proxy
statements gpd other information concerning Enron can ba inspected and copied at the raspective offices of
Iheze axchangas at 20 Broad Sireet, New York, Mew York 10005; 120 South LaSalle Street, Chicage, lllinois
B0E03; and 301 Pine Streel, San Francisco, California 94014,

This Prospacius constitules a part of a Registration Statemaent on Form 5-3 (together with all amendmants
and exhibits thereto, the "Registration Statement™) filad with the Commission under the Securities Act of 1933,
a3 amended (the “Sacurities Act”), with respact to the Exchangeable Notes. This Prospectus doas not contain
all of the information sel forth In such Registration Statement, ceriain parts of which are omitted in accordance
with the rules and regulations of the Commission, Reference is made to such Ragistration Statement and 1o
the exhibits relating thereto for further information with respect to Enfon and the Exchangeable Motes. Any
statements conlaingéd herein concemning the provisions of any document filed as an axhibit 1o the Registration
Staternant or otherwise filed with the Commission or incorporated by reference harein are not nacessarily
completa, and in each instance referanca is made to the copy of such document so filad for a more complate
description of the matter involved. Each such statemant is qualified in its entirety by such reference.

INCORPORATION OF CERTAIN DOCUMENTS BY REFEREMNCE
The following documents filed with the Commission by Enron (File Mo. 1-3423) pursuant 1o Section 13a) of
the Exchange Act are incorporated heraeln by referance:
(@) Annual Report on Form 10-K for the year endad Decembar 31, 1994;
b} Quararly Report on Form 10-0 for the quarter endad March 31, 1885;
(c) Quarterly Repart on Form 10-Q for the quarter ended Jumne 30, 1535; and
(d} Cuearterly Report on Form 10-0 for the quarer ended Seplember 30, 1995

Each document filed by Enron pursuant to Section 13a), 13c), 14 or 15{d)} of the Exchangs Act
subsequent to the date of this Prospectus and prior to the tarmination of the offering of the Exchangeabile
Hotes pursuant hersto shall be deamed to be iIncorporated heren by relerence and 1o ba a part harac! from ths
data of filing of such documant. Any statemant contained harsin orin & documsant all or & portion of which is
incorporated or deemed 1o be incorporated by refarence harain shall ba deemed to ba modiied or superseded
for purposes of this Prospectus to the extent that a statement contalned heredn or In any other subsequantly
filed documant which also is or is deemed 1o be incorporated by reference hersin modifies or supersades such
statement:* Any stalement 20 modified or supersaded shall not be deemed, except as so modified or
suparseded, to constitute a part of this Prospectus.

Enron will provide without charga to each parson lo whom a copy of this Prospectus is deliverad, on the
requast of any such person, a copy of any or all of the foregoing documenits incorporatad harain by rafarance
othar than axhibits to such documents [untess such exhibits are specifically incorporated Dy reference into the
documents thal this Prospactus incorporates). Reguests should be directed to Secratary Division, Enron
Corp., at its principal executive offices, 1400 Smith Streat, Houston, Texas 77002 (teephone: 713-853-6161).

IN COMNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVER-ALLOT OR EFFECT TRANS-
ACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE EXCHANGEABLE MOTES OR THE
EOG COMMOMN STOCK AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN
MARKET. SUCH TRAMSACTIONS MAY BE EFFECTED ON THE NEW YORK STOCK EXCHAMNGE, IN THE
OVER-THE-COUNTER MARKET OR OTHERWISE. SUCH STABILIZING, IF COMMENCED, MAY BE DISCON-
TINUED AT ANY TIME.
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PROSPECTUS SUMMARY

The folowdng /s a summary of cerlain information coafained i fhis FProspecius. i s mot
intended to be complgde and fs gualiied i its entirgly by the morg delaled informabion contained
glsewhare in this Prospecius, Capitalizad ferms wivch are nol dalfimed i this summary are used a5
dafingd alsawhera i this Prospacius.

Enron Corp.

Enron, grganized in 1930, is an integrated nateral ges company with headgquariars in Houston,
Texas, Essentialty all of Enron's oparations are conductad throwgh its subsidiaries and affiliates
which are prncipaily angaged in the gathering, transportation and wholesala marketing of natural
gas to markets throughout the Unitad States and internationally through approximately 44,000 miles
of natural gas pipalings: the axploration for and production of natural gas and crude o in the United
States apd internationally, the production, purchasa, transportabion and worldwide marksting of
natural gas liguids and refingd petroleum products; the independent [i.e., non-utility) developmant,
promation, construction and oparation of powar plants, natural gas liquids lacilities and pipalines in
iha United States and imtemationally; and the non-price regulated purchasing and marketing of
anargy related commetmiants,

Enron Oil & Gas Company
EOQG. together with its subsidiaries, is one of tha largest indapandant (non-integrated) ol and
gas companies in the United Statas in terms of domestic proved resarvas. It is angaged. diractly and
through its subsidiaries, in the exploration for, and the developmant, producton and markating of,
natural gas and crude oil primarily in major producing basins in the United Statas, as well as in
Cangda, Trinidad and India, and to a lesser axtant, selected other international areas.

The Exchangeable Motes Offering

Exchangeabla Moles Offered..... 10,000,000 Exchangeabls Notes.
Principal Amount . ... .. ......., §21.75 per Exchangeabile Note.
Stated Maturity ...... ......... December 13, 1998,
Interast RA®® ............cc0000. B3 per annum, or $.34 par Exchangeabls Mote per quar-

tar, payable quartarly in armears.
interest Payment Dates .. ...... Januunrﬂ‘l Ammuym and October 31, beginning

' January 31, 1896

Exchange at Maturdty ........... At Maturity, the principal amount of each Exchangeabla Note

will be mandatorily exchangad by Enron into a numbar of
shares of EOG Common Stock (or, at Enron's oplion, wiwch
may b axarcised with respect 1o all, but not less than all, of
the cutstanding Exchangaable Motes, cash with an equal
valus) at the Exchange Rate. The E:v:hutgu RAate is equal o,
subject to cerain adjustmants, (a) if the Maturity Price is
tar than or | to thes Threshold Appraciation Price,
B284 shares of EOG Common Siock par Exchangeabla
Mota, (b} H the Maturity Price is less than the Thrashaold
Apprecigtion Price but is greatar than the Initisl Price, a
fractional share of EOG Common Stock par Exchangeabls
Mofa 0 that tha valus thereof (determined at the Malurity
Prica) aquals the Initial Price and (c) il tha Maturity Price I3
lass than or aqual to tha Inital Price, one shara of EQG
Common Stock per Exchangeabls Note. The “Maluri
Prica” maans the a'ﬂar Closing Price par share of E
Common Stock for the Tradﬂg ys immediataly prior o
Maturity. Aceordingly. holders of the Exchangeabla Notes
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abde Motes - {.‘ranlral.'-'

Mo Redemption or Sinking Fund .. The Exchangeable Noles are ngt subject to rademption,
deleasancea oF any ginking fung Brior to Maturity.

Ramking,.... .. .. . . . . The Exchangeabla MNotes will be unsecured obligations of
Enron I'I!'Ill.ingg pari passu with all of its othar ur::-?:urm and
unsubordinatad indeblednass.

....................... The Exchangaable Notes will bear imarest at 64 DR @
num, a yiedd substantially in excess of the 0.6% anticipated
dividend yiald of EQG mon Stock based on the Inial
Price of $21.75 and the current Quarierly dividend Payabilg

JHHHMHWWM ity appreciation
lﬁnrmhvlnhvm“uﬂmmﬂumm becausg
Mamﬂmuuﬁwahnldnn!mm aable Noia
upon axchange at alurity will only excead 8 principgl
ummmm&manguﬁaﬂahhh.hmuﬂrrﬁm
“mlMThumunmPﬁm which represents
an appreciation of 21% over the Initis) ica). Moveovar,
mmmhhm-muummmﬁlnrﬂwawm

upon percants
aqual to the Initial Price divided ﬂlmﬂmdl@prnt?a?
tion Price) of any appreciation of value of EOG Common
Stock In excess of the Threshold Appreciation Price.
mMnlhEthﬁﬂmﬂlmmmm

respect
tima, il - 8% Enron shall have exchanged shares of EOG
Commaon lor Exchangeabls Notes at Maturity thareof
nndmianmnmmrmmmnw.fmﬂmnur-
Nnuhu:h:ightumauﬂqrumhnﬂw.

Use of Procesds ... ... .. .. . Tharntpmmnd:.udanﬂdmtuEnrm‘umuHm:s
and are axpacted mmummmna:hllng indettsdness

. and for general corporate purposes. See “Use of Pro.
ceads.”

BOG............c0onvvnen... Enron currently owns B0%% of Mumurﬂnq shares of EOG
Cammaon Stock, Assurning the Underwriters’ over-aliotment
options in this offering and the concumant Stock Offerings

Emﬂmmudﬂﬂmﬂmmﬂumwn-

[T . Enran would
iy b Em“ﬂ’ﬂ“ﬂﬁ“’m‘“ %-s of EQG

QWN Bpproxi
Emn mm "Relationship Between Enron and
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RISK FACTORS RELATING TO EXCHANGEABLE MOTES

As dascribed in more detadl below, tha trading price of the Exchangeable Motes may vary
consideralbly prior o Maturity dus to, among other things, fluciualions in the price of EQG Comman
Siock and other events thal are difficull 1o predict and bayond Enron’s control,

g-nmpmmn to Other Debt Securities; Relationship of Exchangeable Notes to EQOG Common
lock

The tarms of the Exchangeabla Notes differ from those of ordinary debt sacuritias in that the
amount that a holdar of the Exchangeable Notes will receive upon mandatory exchange at Maturity
is Nl Nixed, but i5 basad an the prica of the EOG Common Stock as spacified in the Exchanga Rate,
Thera can be no assurance that the amount received by such holder upon exchange at hMaturity
(whethes in slock or cash) will be equal to or greater than the principal amount of an Exchangeabla
Hote because the price of the EOG Gommaon Stock is subject to marke! fluctuations, and the valua of
the EOG Commaon Stock (or, at the option of Enron, the amount of cash) received by a holdaer af an
Exchangeable Noté upon exchange at Maturity, determined as described hersin, may be more or
less than the principal amount of the Exchangeable Mote. For example. if the Maturity Price of the
EQG Common Stock is less than the Initial Price, the amount recelved upon axchangs will ba lass
than the principal amount paid for the Exchangesbls Mots, In which case an invesimant in
Exchangaable Notes will result in a loss.

In eddition, the oppartunity for equity appreciation afforded by an investment in the Exchange-
abla Motas is kass than the opportunity for aguity appreciation afforded by an investmant in the EQG
Common Stock because the amount received by a holder of an Exchangeabls Note upon axchangs
at Maturity will only excead the principal amouwnt of such Exchangeable Note If tha Maturity Prica
gxceeds the Threshold Appreciation Price [which represents an appreciation of 21% over the Initial
Prica). Holdars of the Exchangaablas Notas will onty ba anfitled to receive wpon sxchange at Maturity
82.84% of any appreciation of the value of EOG Common Stock in excess of the Thrashold
Appraciation Price.

It is impossible o predict whethar the prica of EOG Common Stock will rise or fall. Trading
pricas of EOG Common Stock will ba influenced by EDG's operational results and by complax and
intarralaied political, economie, financial and other factars that can affect natural gas and crude oil
commuodity markets generally. See the prospectus relating to EOG and to EOG Common Siock
attached hersto as Appendix A and Included as part of this Prospectus.

In addition, in the evant Enron does not exaercise its option to deliver cash, holders of tha
Exchangaabla Motes will not be antitlad to any rights with respact io the BEOG Common Stock
tincluding, withaut limitation, woting rights and rights to recaive any dividands or othar disfributions In
respect tharaof) until such time as Enron shall have axchanged shares of EOG Common Stock far
Exchangaabde Motes at Maturity thereol and unless the applicable record date, if any, for the
exarcisa of such rights occurs after such exchange.

Tha Exchangeable Notes will ba unsecurad abligations of Enran ranking pan passu with all of
its other unsecurad and unsubordinated indebiadnass. The terms of the Exchangeabla Motes do not
Ermit the amount of Indebtedness which may be incurmed by Enron.

Dilution of EQG Common Stock

Tha amgunt that holdars of the Exchangeabie Nobtes ara antilled 1o receiva upon tha mandatony
exchange ‘at Maturity is subject to adjustment for certain events arising from stock splits and
combinations, stock dividends and certain other actions of EOG that modity its capital structure. Sea
“"Description of the Exchangeabla Matas - Dilution Adjustmants.” Tha amount o ba racaived by
holders of Exchangeable Noles upon mandatory exchange at Maturity may not be adjusted for other
events, such as offerings of EOG Common Stock for cash of in connection with acquisitions, that

5
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may advarsely affect tha price of the EOG Cornmon Stock and, because of the ralgtionshiz of such
amount to bé recaived upon exchanga fo the price of EOG Common Stock, such othar events may
adversaly alfect the trading price of the Exchangeable Notes. There can ba no assurance that EOG
will ot maka offerings of EOG Common Siock or take other action in the fuiure,

Fosaible INiquidity of the Secondary Markat

It i3 mot possibla to pradict how the Exchangeable Notes will trade in the secondary market or
whether such market will ba liquid or illiguid. Exchangeable Notes are novel securities and thare is
curranity no sacondary market for the Exchangeabla Noles. The Underwriters currently intand, but
aré not obsigated, to make a market in the Exchangeable Motes. There can be no assurance that &
socondary market will devalop or, if a secondary market doas devalop, that it will provide the holdars
of the Exchangeabée Moles with liquidity of mvestment or thal & will continue far the life of the
Exchangeabls Motes. g

The Exchangeable Motes have been approved for listing on the NYSE, subjact to official notice
of issuance. Howewer, there can be no assurance that the Exchangeable Motes will not later be
delisted or that trading in tha Exchangeabls Notes on the NYSE will not be suspended. If the
Exchangeable Notes are not listed or traded on any securities exchange or trading market, or |
trading of the Exchangeable Notes is suspanded, pricing information for the Exchangeable Motes
may be more difficult to obtain, and the liquidity of the Exchangeable Noles may be advarsely
affected.

Mo Obiigstion on the Part of EOG with Respect to the Exchangeable Notes

EOQG has no obligations with respact to the Exchangeabls Motes or amounts 1o be paid to
haolders tharsof, including any obligaton to take tha nasds of holders of the Exchangeable Motes
into consideration for any reason, EDG will not receive any of the proceeds of the offering of the
Exchangeable Notes made heraby and is not responsible for the determination of the timing of,
prices for or quantities of the Exchangeabde Notes to be issued or the determination or calculation of
the amount o be paid upon mandatory exchange at Maturity.

Tax Uncertainties

Thie Indanture (as dafined harein) requires that any holder subjact to U.S. federal mcome tax
include currantly in income, for LS. federal income tax purposes, payments denominated as
intarast that are made with raspact to the Exchangaabla Motes, in accordancs with such hobdar's
method of accounting, and tha amount of original issua discount ["0DID"), if any, atifbutabla o the
Exchangeabla Motes as it accrues. The Indenture also requires holders o treat the Exchangeable
Motes 85 a unit consisting of (i) &n axchangs note, which is a debt obligation with a fixed principal
amount unconditionally payable al Maturity equal to the principal amount of the Exchangeable
Motes, and () a forward purchase contract pursuant to which the holder agraas io usa the principal
_paymant due on tha Exchangeable Notes to purchase at Maturity the EOG Common Stock that the
- older is entibed to recalve al thal time (subject to Enron's right 1o deliver cash in lise of the EOG
Common Stock). It s contemplated thal, upon & hoider's sale or other disposition of the Exchange-
abla Motes prior to Maturity, the amount realized will be aliocated batween thess two componants of
tha Exchangeabla Motes on the basis of their then relative falr markel values. Because of an
absance of authority as to the proper characterization of tha Exchangesable Notas for Lax purposas,
thase tax charactarizations and results are uncartain. This uncertainty axkends to charactarization of
any gain of loss recognized with respect lo the Exchangeable Notes at Maturity as capital gein or
Iloss or ordinary incoma of koas and, in the event Enron delivers EDG Common Siock at Maturity, 8%
ta whathar any gain or loss can be deferred until a sale or disposition of such stock. As a result of
thase uncertainties, Enron has not received an opinion of counsel with respect to the specific fax
consaquances of owning or disposing of the Exchangeables Notes. See “Cerlain United States
Federal Income Tax Conslgdarations.,”
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ENRON CORP.

Enran. a Delaware corporation organized in 1930, is an integrated natural gas company with
headquarters In Houston, Texas. Essentially all of Enqon's operations are conducted through its
subsidiaries and affiliates which are principally angaged in the gathering, transportation and whole-
sale marketing of natural gas o markets throughout the United States and intarnationally through
approximately 44,000 miles of natural gas pipelines; the exploration for and development and
production of natural gas and crude oil in the United States and internationalty; the production,
purchase, transportation and workdwide marketing of natural gas liquids and refined petrolaum
products; the independent (i.e., non-utllity) developmaent, promotion, construction and operation of
powar plants, natural gas liguids facilities and pipelings in tha United States and mlarnationally; and
the non-price regulated purchasing &nd marketing of anergy related commitmeants.

ion and Cperafion. Enron's operations include the intarstate and intrastate \rans-
missiorl of natural gas, construction, management and operation of natural gas and natural gas
liguids pipelines. liguids plants, claan fual piants and power facilities, Envon and its subsidiaries
operate domestic inerstata pipelines extending from Texas to the Canadian border and across the
southern United States from Florida o California. Included in Enron’s domestic interstate naiural
ges pipeline cperations are Northarn Matural Gas Company (Mortharn'), Transweslern Pipefing
Company ("Transwestern”), and Florida Gas Transmission Company (“Florida Gas") (indirectly
50% ownad by Enron). and all such pipelines are subjact to the regulatory jurisdiction of the Fadaral
Enargy Regulatory Commission. Each pipaline serves cusiomers in a specific geographical area:
Horthern, the upper Midwast; Flonda Gas, the State of Florida: and Transwestern, principally the
California market. In addition, Enron holds a 13% interast in Northern Border Partnars, LP., which
owns a 7% intarest in the Northern Border Fipeline system. An Enron subsidiary operates the
Northern Border Fipaline systam, which transports gas from western Canada to defivery paints in
the midwestarn United States. Also, Enron has an approximate 15% interest in Enron Liquids
Pipefina, LP., which is engaged in pipeline transportation of natural gas liquids, refined petroleum
products and carbon dioxide, operates coal terminalling. gas processing and natural gas liquids
fractionation facilities, and is operated by a wholly owned subsidiary of Enron.

Domestic Gas and Power Services. Envon Capital & Trade Resources Corp. and Its alfiliated
companias ("ECT") purchase natural gas, natural gas Bquids and power through a variety of
contractual arrangements, including both short- and long-term contracts, the amrangement of pro-
duction payment and other financing transactions, and other contractual arrangements. ECT
markats these energy products to local distribution companies, aleciric ulilities, cogenerators, and
both commercial and industrial end-users. ECT also provides price risk management servicas in
connection with natural gas, gas liquids and power iransactions through both physical delivery and
financial arrangameants.

ECT offers a broad range of non-price reguiated natural gas merchant servicas by tailoring a
variety” of supply and marketing options 10 its customers’ specific needs. ECT's strategy IS to
provide predictabie pricing, reliable delivery and low cost capital to its customers, ECT provides
these services through a variety of instruments, including forward contracts, swap agreemants and
athar contractual commitmanits.

Cartain Enron subsidiaries are engaged domestcally in the sxtraction of natural gas liguids
{ethane, propane, normal butane, [sobutane and natural gasoline), which are typically extractad from
natural gas In liquid form under low temperature and high pressure conditions. Ethane, propana,
normal butane, isobutane and natural gasoline are used as feedstocks for petrochemical plants in
tha production of plastics, synthetic rubber and other products. Normal butane and natural gasoling
ara used by refinerias in the blending of molor gasoline. Isobutans is used in the alkylation process
1o enhiance the octane content of motor gasoling and is also used in the production of MTBE, which
is used 10 produce cleaner burning molor gasaoline. Propane is used as fuel for home heating and
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cooking, crop drying and Industrial facilities and as an engine fual for vehicles, and athane is used as
a leedstock for synthatic fuals production.

nternational Gas and Power Services. Erwon's intermational activitias prmcipafly invodva the
independent (non-utility) development, acquisition, promotion and operation of naturgl gas and
power proj@ects and the marketing of natural gas liquids. As |s the case in the United States, Enron's
emphasis & on businesses in which natural gas or its componants play a significant role, Develop-
maent projects are focused on power plants, gas processing and terminaling facilities, and gas
pipetinas, whila marketing activities center on fuels used by or transported through such facilities.
Enron's international activities include management of direct and indirect ownarship interasts in and
operation of power plants in England, Germany, Guatemala and the Philippines; a pipaling systam in
southern Argentina; retail gas and propane sales in the Caribbean basin: processing of natural gas
liquids at Teesside, England; and marketing of nalural gas liquids worldwide. Enron is aiso Involved
i power and pipeline projects in varying stages of development in Ching, the Dorminican Repubiic,
Colombia, Turkey, Bolivia, Brazil, Indonesia and alsewhare,

Enron Global Power & Pipefines LL.C.. a Delaware limited liability company (“EPP"), was
formed in November 1894 by Enron to own and manage Enron's operating powar pland and natural
gas pipaline busingss conductad outside the United Statas, Canada and Westarn Europe, and o
axpand such business through acquisitions. EPP's initial assets consist of interasts contributed by
Enron in two powar plants in the Philippines (with 226 megawatts of aggregate net genarating
capacity), 8 powar plant in Guatemala (with 110 megawatts of nat ganerating capacity) and a 6,548
kiloreter (4,080 mile) natural gas pipaline system in Argentina. The public offering of comman
shares of EPP was completed in Movember 13%4. Enron owns approximately 52% of the comman
shares of EPP. Enron formed EPP 1o attract public equity capstal to amerging market infrastructura
projects, to anable public investors 10 better eveluate and participate directly in the growih of
Enron's operating power plant and natural gas pipaiine activities in emarging markets and fo
genarate additional capital for Enron to relnvest in future development efforis and for other
corporals purposes.

Expleration and Production. Substantially all of Enron’s natural gas and crude oil exploration
and production operations are conducted by its subsidiary EOG. EOG is engaged In the axploration
for, and development. production and marketing of, natural gas and crude oil primarity in miajar
producing Dasins in the United Statas, as well as in Canada, Trinidad, indka and to a lassar extent,
selected other international areas. At Decamber 31, 1994, EOG had estimated nat provad natural
gas reserves of 1,910 billion cubic feel and astimated net proved crude oil, condensate and natural
gas liquids reserves of 37 million barreds, and at such date, approximately 70% of EDG's resarves
{on a natural gas equivalent basis) was located in the United States, 16% in Canada, 11% in Trinkdad
and 3% in India. A limited partnership in which ECT owns a 50% genseral partner interast has entared
inlo an agresment to acquire a controlling interest in Coda Energy, Ing. ("Coda™'). Coda is engaged
in ihe exploration for, and the development, production and marketing of, natural gas and crude ol
- primarily in North Texas and Oklahoma. Crude oil accounts for approximately B6% of Coda's proved
resarvas. At December 31, 1984, Coda reported estimated proved natural gas reserves of 35,808
million cubic feet ("MMcl™) and astimated proved crude oil, condensate and natural gas liquids
resarves of 39,207 thousand barrels ('MBbis"). Sea “Relationship Between Enron and EOG -
Conflicts of Interest.”

RECENT EVENTS

In connection with a Power Purchase Agresment dated December 8, 1993, as amended,
between Dabhol Power Company, Enron’'s B0%-owned subsidiary, and the Maharashira Stata
Electricity Board (the “MSEB"), Dabhol Power Company has been developing Phase | (approxi-
mately 95 megawatts) of a 2,015 megawatt eleciricity ganarating powaer plant south of Bombay.
State of Maharashira, India (the "'Project”). Financial closing occurred and Project construction
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began on March 1, 1985, After construction had begun, and following alactians to the Maharashira
Legisiative Assembly, a new coalition government took office in the State of Maharashtra. The naw
coaliton government appainted a review commitiee to study the Praject, and on August 3, 1998,
anngunced the State government's intention to tarminate the Project. Work on the Project was
ordered stopped by the MSEB, and construction caased on August 8, 1995, Enron belisves that
such actions wara in clear viplation of the caniract and in response to these actions, Dabhal Powar
Company is pursuing two coursas of action, First, sursuant to Dabhol Power Company’s remedies
in the agreaments with the State governmant, arbitration has commenced in London against the
State governmant 1or the actions it has taken to terminate the Project. Dabhol Power Company
seeks to recover all of i1s consiruction and other expenses, in addition o lost profits, Tha arbiration
tribunal hag been appointad and one arbitration hearing has occurred in London, Second, Dabhol
Powar Company has Doth orally and in writing comrmunicated to the Maharashira State government
its dasire to go forward with construction of the Project and its willingness to resolve any outstand-
ing Issuas, and discussions to rasolve outstanding issues have begun. Although the ouicome of
neither e arbitration nor the renegotiation process can be predicted with cerainty, based on
curranily availabla information, Enron believes that the ultimate outcome of the Projact will not have
& materially adverse effect on is financal position.

In March 1883, Enron antarad into long-tarm gas contracts with Phillips Pelroleum Company
United Kingdom Limited, British Gas Exploration and Production Limitad and Agip (L.K.) Limited to
purchase all of the future gas production from the J-Block field which is Iocated i the Morth Sea
offshore the United Kingdom (the "J-Block Contracts™). Such agreaments provide for Enron 1o lake
or pay for the gas at a fixed price (with possible ascalations throughout the contract period). Gas
paid for, but not taken, may be recovarad in later contract years. The J-Block Contracts provide for a
first defivery date of not later than Octobar 1, 1998. The contract price for such nalural gas is in
axcass of current spot market prices in tha United Kingdom. In Septeambar 1995, Enron announced
that, in accordance with its contractual rights, it had notified the J-Block sallers that Enron's
noménations for gas from the J-Block fisld ware astimated to be zero from the first delivery date
thraugh Saptamiber 30, 1997, In addition, in accordance with its contractual rights, Enron has made
no estimated nominations for J-Block gas to date undar the J-Block Contracts for the contract yaar
ending Seplember 30, 1998, Enron continues its good faith efforts o develop mutually benaficial
solutions regarding pricing lerms $0 that production from J-Block can begin as soon as possibile.
Enran balievas that there are many commercial reasons for the parties to resclve any contract
issues, but efforts have not been successful to date. Enron has advised the J-Block sallers that it
intands to assart all lagal rights, exercisa all available commercial flaxibility and pursue all available
commarcial and agal remedas under the J-Block Confracts, and stands ready and abile to parform
all legal cbligations undar the J-Block Contracts, including potential prepayments for gas to be taken
in later years. The long-term marke! demand for J-Block gas supply remains favorable and Enron
anticipatas baing abla 1o mast all of its vanious short- and long-tarm markat commitments, Although
No assurances can ba given, based upon the foregoing and ather information cuwrrantly available,
Enron doss not at this ime anticipate that tha J-Block Contracts will have a materially adversa effect
on Enron’s financial position.
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SELECTED FINANCIAL DATA OF ENRON

The financial information set forth balow has bean derived from the audited and unaudited
consolidated financial statemants of Enron, The information should be read In connection with, and
is qualified in its enfirely by reference to, Enron’s financial statements and notes thereto
incorporated by reference herein. See “Incorporation of Certain Documents by Raeferance.” The
interim data reflects all adjustments which, in the opinion of the management of Enrgn, are
necassary 1o presamt fairy such information for the intarim pariods. The results of oparations for tha
ning-month pariods are not necessarily indicative of the results expacted for a full year or any other
inferim pericd,

e
___Wowr Encled Dscsmmbar 1. Septembar 30,
1880 il THR 1903 1904 _i_lll 1555
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313
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g
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Totell ssaeds . ... ............ cevieneaoo. B 0848 $1007T0 0312 E10504  §11,968 #1309
Shorfgernm debt .. ... ... ... ... mm — — —_ - - —
Lang-bare debt including amounts racin
bty e e 7083 3108 2450 2681 2805 3425
Frafered pinch of subsidinry companmy ... ... ... .. — — — 214 ary 08
Minority Irisresl . ... e a7 1M 17a 198 290 38
Sharshokders’ equity . ... .......... TR 1,538 1801 2518 24823 2880 3,107
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CAPITALIZATION

The folicwing table sets forth the capitalization of Enron and it consclidated subsidianies as of
September 30, 1995, and as adjusted to give effect to the issuance on Dctober 11, 1995 of $100
millon aggregate principal amount of 6% Notes due 2007, and the issuance of the Exchangeable
Notes offered hareby ang, in each case, tha use of the procesds therefrom.

Actual As Adjusted
[in thousands) -
Shart-term deht
Motes payable . .. ... . L J— . J—
Currant maturities of lang-term debt. . | e —_ —_
Total shor-term dabt. .. ... ... ... ... ... ..., .. .. - —_—
Lang-terrn dakd
Enrags
Amount reclassified from short-term debt ... ... ... ........ 587,032 277 566
Motes due 1996-2023 B¥ee w0 10.75%) .. ... ... 0. 1,753,139 1,753,130
Exchangsable Notes due 1988 (8Us). .. ... ... ... ..., — 217,500
Motes due 2007 (B%%) .. ... ..ot i, — 100,000
Subsidiary companias:
Notes due 1998-2005 (4.52% to 3.2%) . .. oo oo rtnn s, 636,000 636,000
Notes dus 1998-1999 (floating retes) . .............. ....... 55,000 55,000
L 53,674 53,674
Enron:
Samior subordinated debenturas due 2005-2012 (8, 75%-8.25%) 350, 000 350,000
Unamortized debt discount and premium. ... ................. {3.541) (9,875)
Total long-term dabt .., .. .. e ieeaa, 3,425 204 3,433,004
Minorty INBrests . ............viiuuii e, 315,81 315,821
Preferred stock of subsidiary companies. . ......._.... baarsaaas 395,750 395,750
Sharaholders' equity o :
Convertible preferred stock .. ......... ... .............. 138,805 138,605
Common stock ... ... © 25,373 25373

Additional paid-in capital .. .......... .. .. ... e .. 1,792,544 1,792,544
Retained @amings .................0ocoi iiiniinion... 1,574,335 1,574,335
Cumulative foraign currency translation adjustmant ... ..., (145,570} {148,570)
Comman stock hald in treasury .

(B2.827) (62,827)
Other, including Flexible Equity Trust ..................... (210.969) {210,968)
Total shareholders’ equity. ........................... 3107481 3,107 499
Total capiaization .. ... ......................... $1.244,266  §7.252,068
—_—————— _ .-
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RELATIONSHIP BETWEEN ENRON AMD EOG
Ownership of Common Stock

Throwgh its ability to eect all directors of EOG, Enron has the abllity 1o control all mattars
relating to the management of EOG, including any determination with respact 1o acquisition or
disposition of EDG assaets, fulure issuance of Common Siock or othar securilies of ECHS and any
divigends payable on the Common Stock. Enron also has the abillity lo control EOG's axplaration,
daviopmant, acquisiton and operating expenditure plans. Tha sale by Enron of EQG Common
Stock pursuant fo the Stock Dferings will cause Emron's ownarship intarest In EQG 1o fall balow
B0% with the result that EOG will cease 1o be inchudad in the consolidated fedaral incoms tax return
filed by Enron. There is no agreament batwean Enron and EOG that would prevant Enron fram
acquiring additional shares of Commaon Stock of EOG,

Contractual Arrangements

EOQG anterad into a Services Agreament [the "Sarvices Agreament) with Enron eflective
Jatwary 1994, pursuant to which Enron provides various services, such as maintenance of certain
amployss banefit plans, provision of talecommunications and computer sarvices, leases of office
space and the provision of purchasing and operating services and certain other corporate staff and
support services. Such sarvices historically have baen supplied to EOG by Enron, and the Sarvices
Agreament provides for the further delivery of such services substantially identical in nature and
quality to those services pravigusly provided. EQOG has agreed 1o 8 fixed rele for the rental of office
space and to reimburse Enron for all other direct costs incurmed in renderng servicas to EQG under
tha coniract and to pay Enron for allocaled indirect costs intwred in rendering such services up to a
maximum of $6.7 milson for 1994, such cap o be Increased in subsaquant years for inflation and
cartain changas in EOG's allocation bases with any increase not to exceed 7.5% per year. Approi-
mately $6.6 milllon was paid under the Services Agreament by EQG to Enron in 1994, The Sarvices
Agreament B for an initial tarm of five years through Decsmbar 1998 and will continue thersafar
until terminated by either party.

In March 1995, in a serias of ransactions with Enron and an alffikate of Enron, EOG exchanged
all of its fuet supply and purchase contracts and ralated price swap agreaments associatad with the
Taxas City cogenaration plant (the “Cogen Contracis”) for certain natural gas price swap agree-
ments (the "Swap Agreements”) of equivalent value, As a result of the transactions, EOG has boen
reliewad of all parformance cbligations associated with tha Cogan Contracts. EQOG will realize net
operating revenuas and recalve corresponding cash payments of approximately $31 milllon during
the period extending through December 31, 1988 under the terms of the Swap Agreements. The
estimated fair valua of the Swap Agreamants was approximataly $81 million at the dete the Swap
Agreements wera recaived. The net of this series of transactions will resull in increases In net
operating revenuss and cash receipts for EQG during 1995 and 1888 of approximately $13 million
and 37 million, respactively, with offsatting decreases in 1338 and 1899 warsus that anficipated
under the Cogen Contracts,

EQG has bean includad in tha consolidated federal Income tax return filed by Enron as the
common parent for tsed and its subsidiaries and afflisted companies, excluding any foreign
subsidiaries. Conslstent therewith and pursuant to 8 Tax Allocation batwean EOG,
EOG's subsidiaries and Enron, aither Enron has paid to EOG and aach & ary &n amount egual
o the tax banafit realized in the Enfon consolldated federal income tax returmn resulting from the
utiization of EQOG's or the subsidiary's net operating losses andior tax credils, or EDOG and sach
subsidiary has paid 1o Enron an amount egual 1o the federal income tax computed on its separate
taxable income less tha tax banefits associated with any net operating losses andior tax credits
genarated by EOG or the subsidiary which wera utilized in the Enron consolidated return. Enron has
paid EQG and sach subsidiary lor the lax benafits associated with their net operating losses and lax
cradits utilized in tha Enron consolidated return, provided that a tax banefit was roalized axcapt as
discussed below, even If such benefits could not have been usad by EOQG or the subsidiary on a
saparately filed tax raturn, EOG enterad into an agreamant with Enron providing for EOG to be paid
for all realizable benefits associated with tight gas sand fedaral incoms tax cradits concurrant with
tax reporting and sattlament for the periods in which they were generated. The Tax Allocation
Agreament applies to EOG and each of its subsidiaries for all years in which EOG or any of its
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subsudiarias are of wera ingluded in the Enron consolidated return. To the extent a state or othar
taxing purisdiction requires or permits a consolidatad, combinad, or unitary tax raturn to be filed and
such raturn ncludes EOG or any of its subsidiaries, the principles expressed with respaci to
consolidated federal income tax allocation shall apply. The Tax Allocation Agraamant will ceass to
ba effective from tha tima at which decensolidation eccurs. EOG and Enron have anterad into a new
lax agreement pursuant to which, among other things, Enron has agreed (in exchange for tha
paymant af $8.0 millien by EOG) to be Nable for, and to indemnify S0G against, all federal income
laxes and state taxes measured by net incomae imposed on EOG for pariods through the date Enron
reduces its ownership in EQG to less than B0%. Enron and EOG do not hahave that the cessation of
consolidated tax reporting and affectivensss of the Tax Allocation Agraement concurrantly with
deconsolidation or the terms of the new fax agresament will have a material adverse effect on the
financial condition or results of aparations of either Enron or EOG,

Conflicts of Interest

Tha _pature of the respective businesses of EOG and Envon and it affiliates is such as to
patanti give rise to conflicts of interest between the two companies. Conflicts could arise, for
axampla, with raspact to transactions invalving purchases, sales and ransportation of natural gas
and other business dealings between EQG and Enron and its affikates, potential acquisitions of
businesses or ol and gas propertes, the issuance ol additional shares of voting securities, the
elaction of directors or the payment of dividends by EOG.

Circumstances may also arise that would cayse Enron 1o engage in the exploration far and/or
cevalopment and production of natural gas and crude oil in compeatition with EDG. For axampla,
opportunitias might arisa which would require financial resources greater than those avaiable o
EQG, which are located in araas or countrles in which EQG does not intand to operate or which
involva properties that EOG would ba unwilling to acquirs. Also, Enron might acquira a compating odl
and gas business as part of a larger acquisition. In addition, as part of Enron's strategy of SacUring
supplies of natural gas or capital, Enron may from time to time acquire producing properties or
intarasts in entities owning producing proparties, and thereafter engage in exploration, developmant
and production activities with respact to such properties or indirectly engage in such activities
through such companies. Enron subsidiarias provide or arrange financing, including debt or squity
financing, for exploration and production companies that compete with EOG. In conneclion with
such activities, Enron affiiales may make investmants in the debt or aquity of such companies.
Thera are cumrently no such transactions under consideration thal would result in voting conirol by
Enron of any of its affiiates, other than the transaction described in the next paragraph. In its
financing activities Enron or any antity in which it has an interest may also make loans sacured by oil
#nd gas properties or securities of oil and gas companies, may acquire production payments or may
raceive interests in oil and gas properties as equity components of landing transactions. As a resull
of its landing activities, Enron may also acquire oil and gas properties or companies upon forackos-
ure of secured loans or as part of a borrower’s rearrangament of its obligations. Such acquisition,
exploration, devalopmant and production activities may directly or indirecily compete with EOG's
business, There can be no assurance that Enron will not engage, directly or indivectly through
antities other than EOG, in the natural gas and crude ol exploration, developmant and production
business in compatition with EOG.

Joint Energy Development Investments Limited Partnership ("JEDI"), a limitad partnership in
which ECT owns a 50% general partner interest, has entered inky an agreement to acquire &
comrolfing interest in Code. Coda s angaged in the exploration for, and the developmant, prodiss-
tion and marketing ol, natural gas and crude ofl primarily in North Texas and Oklahoma. Crude od
accounts for approximately 86% of Coda’s proved reserves. Al December 31, 1994, Coda reporiad
estmated proved natural gas reserves of 39,808 MMcl and estimated proved crude oll, condensates
and natural gas liquids reserves of 39,207 MBbis, Enron anticipaies that the transaction will be
consummated in sarly 1986, subject io Coda stockholder approval and othar conditions, Conaflicts
may arise between Coda and EOG, and if the acquisition of Coda occurs Enron will be required 1o
resciva such conflicts inm a mannar that i consistant with its Sduciary and contraciual duties 1o othar
invastors in Coda and JEDI and its fiduciary duties to EOG. ECT has emered inlo an agresmaent with
JEDI and other investors in Coda designaed to minimiza cartain conflicts of interest that may arisa
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and providing, amang other things, that EOG has ne obligation to offer any business Opoonunites o

EOG and Enron and its affiliates have in the past entered into significant intarcompany ransae.
tions and agreements incident to their respactive businessas, and EDG and Enron and its affiliates
may be expacied 10 @nler into material transactions and agreements from time o fime in tha futura,
Such transactions and agreemants have related to, among other things, the purchase and sabka of
natural gas and crude o, the financing of exploration and developmant afforts by EOG, and the
provision af cértain corporate sarvices. Enron believes that its axisting transactions and agreaments
with EOG have baen at least as favorable to Enron as could be obtained from third parties, and
Enron intends that the terms of any luture transactions and agreements between Enron and EQG
and ite atfiliates will be at least as favorable o Encon as could be obtained from third pariss.

USE OF PROCEEDS

Thesnet proceeds from the sale of the Exchangeabls Notes will be added to Enron's general
funds and are expectsd to be used 1o retire existing indebledness and for ganeral corporate
purposes. At December 6, 1995 the weighted average Interast rate on such indebtedness was
approximately 8.0%.

RATIO OF ENRON'S EARNINGS TO FIXED CHARGES

Year Ended December 31, N oo
1880 W 1l 13 18 September, 1995
Ratio of Earmings o Fixed
B uuvvnmarrasassnany 1.58 1.88 1.74 1.88 2.40 287

The ratic of sarmings to fixed charges is based on continuing operations. “Eamings  reprasant
the aggregate of (a) the pre-tax Income of Enron and its majority owned subsidiaries, (b) Enron's
share of pre-tax income of its 50% owned companies, (&) any ingome actually recaivad from lass
than 50% owned companies, and (d) fixed charges. net of interest capitalized. “Fixed Chargas™
reprasent intarest (whether expensed or capitalized). amortization of debt disoount and expansa
and mmmmmmmunmmuﬁunrmmﬁm.

PRICE RANGE OF EOG COMMON STOCK AND CASH DIVIDENDS
The following table sats forth, for the pertods indicated, the high and low sale prices per shara
for the EOG Common Stock, as raportad on the New York Stock Exchange Compaosite Tape, and
this amount of cash dividends paid per share. The 1993 and First and Second Quarter 18684 sglas
pﬂmmmmmMmmhummmmmwmhm:mmnm
May 31, 19084,

I!:"".i Cath
1893 Low — Dimidind
Firtt MBI - . o v vcuvrmnmrrnmancccssinmnnsomsasssssnarnes $20.11 51338 $.03
Bacond CUBMBE . . . .ovvnnrrecsinarrnsnssssanas co.. X250 17.HB A3
Third Quarkar. ... .. c-ccccvinnnan 2681 19.88 A3
Fpurth Quaner............... 2ro0  1T.06 03
g4
iFst Chudmer ... ......... 75 $16 503
E!F:L'Iid - ‘ﬁ.m 22.38 .03
Third Ouartér. .. .....ccoiuens 23.00 18,50 Jed
Fourth Quarter. . ......... 2276 1738 03
1885
. 1<% $17.12 503
Enmr ........................................ H.gg 20.25 ik
T I T T e LR R 2538 20.00 03
Fourth Quarter (through Decambar 7, 1885) ...........c00ee 2275 1875

The last raportad sale price of tha EOG Common Stock on Decambar 7, 1995 as réponad an
the New York Stock Exchange Composite Tape was $22.
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As of November 1, 1995, there were approwimately 270 record holders of EOG's Commgn
Stock. including ind-vidual participants in security posilion listimgs. There are an estimatad 5,100
beneficial owners of EQG's Common Stock, including shares hald in sirest name.

Following the Initial public offering and sale of its Comman Stock in October 1989, EOG paid
quarterly aividends of $0.025 per share beginnmg with an initial dividend paid in Jamuary 1990 with
respadt to e fourth quarter of 1988, Beginning in January 1993 with respect to the fourth quarter of
1592, EOG has pald quarterly dividends of $0.03 per share. Tha detarmination of the amount of
fulure cash doidends, il any, to be declared and pasd will depend upon, among other things, the
financial condition, funds from operations, level of exploration and devalopmant axpenditure oppor-
tunities and future business prospacts of EOCG,

Enrgn makes no représentation as to the amount of dividends, If any, that EOG will pay in tha
future. In any vent, holders of the Exchangeabie Notes will not be entited to receive any dividends
that r?j be payable on the EOG Common Stoek wntil such time as Enron, if it so alacts, delivars
EOG Commaon Stock 8t Maturity of the Exchangeable Notes and the record date for such divadand
eceurs after such exchange. See 'Description of the Exchangeable Notes.”

DESCRIPTION OF THE EXCHANGEABLE NOTES

The Exchangeabls Maotes are one series of debt securities to be issued urdar an Indenture
dated as of Movenber 1, 1985, between Enron and Harris Trust and Savings Bank, as trustea_ as
Supplamantad by a First Supplemaental Indenture dated as of December 1, 1985, between Enron and
Harria Trust and Savings Bank, as trustee (the “Trustes") (the Indenture dated as of November 1.
1985, as supplemeniad from time o time, the “Indanture”). All relerences herain to “Indenture
Securities™ shall refer to debt securities rssued under the Indenture. The following surmmary of
canain provisions of the Indenture does not purport to be complete and is qualified in its antiraty by
refarance 1o the Indenture, a copy of which is filmd as an exhibit to the Ragistration Statemant of
which this Prospectus is a part. Al capitalized terms have the meanings spacified in the Indanturs,

Ganaral

The aggregate number of Exchangeable Notes to be issusd will be 10,000,000, plus such
additional number of Exchangeabla Notes as may be issued pursuant 1o the over-alotmant cotion
grantad by Enron to the Underwriters (see "Underwriting”). The Stated Maturity of the Exchange-
able Notes is December 13, 1998, The Indenture does not limit the amount of Indenture Securities
which may be issued thersundar. The Exchangeabls Motes will ba unsacured and will rank on a
parity with all ather unsecured and unsuberdinated indebtedness of Enron. The right of Enron, and
hence tha right of creditors of Enron {including the holders of the Exchangeable Motes), to partici-
pata in any distribution of asssts of any subsidiary of Enron upon its Bquidation or reorganization will
b subject to the prior claims of creditors of such subsidiary, except to the extant that the claims of
Enron ftsalf as a creditor of such subsidiary may be recognized.

Each Exchangeable Mote, which will be issued with a principal amouwnt of $21.75, will bear
interest at the rate of 64W% of the principal amount per annum (or $1.36 per annum} from
Decambar 13, 1995, or from the most recant Intaras)] Faymant Date (as defined below) to which
interest has been paid or provided for until the principal amount thereof is sxchanged at Maturity
pursuant 1o the terms of the Exchangeable Motes. Interast on the Exchangaabla Motes will ba
payable quarterly in arrears on January 31, Aprl 30, July 3. and October 31, COMIMansing
January 31, 1898, (each, an “Interest Paymant Dats™), o the parsons in whose names the
Exchangeable Motes are registerad at the close of businass on the January 15, April 15, July 15, and
October 15 immediately preceding such Interest Payment Date: provided that interast payable at
Maturity is payable to the person to whom tha principal is payabia. Interest on the Exchangeabla
Moles will be computed on the basis of a 360-day year of twelve J0-day monihs, Il an Interast
Fayment Date falis on & day that is not a Business Day {as defined balow] the intarast payment to ba
made on such Intarest Payment Date will be made on the next succeeding Business Day with the
same force and affect as if made on such Interast Payment Date, and no additional intarast wil
actrug as a result of such dalayed paymeant,
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At Maturity, the principal amount of aach Exchangeable Note will ba mandatarily exchanged by
Enron into a number of shares of EOG Common Stock at the Exchange Rate (as definad balow) or,
&l Enron’s option with respect 1o all. but not less than all, of the Exchangeabls Notes, cash with an
equal value. Accordingly, Holdars of tha Exchangaabbes Natas will not nacassarily racaive an amount
equal to the principal amount thereof. The “Exchangs Rata” is equal o, subject to adjustmant as a
result of cartgin dilution events [see " Dikuion Adjustmants” below), (a) if the Maturity Price (as
defined below) of EOG Commen Stock is greater than or equal to $26.32 per shara of EOG Comman
Stock (the “Threshold Appreciation Price™'), 5264 shares of EOG Comman Stack per Exchangeabla
Mote, (b) if tha Maturity Price i less than the Threshald Appraciation Price but is graater than tha
Initial Price, a fractional share of EQG Common Stock par Exchangeabla Mote so that the valye
thareo! (detarmined at the Maturity Price) is equal to the Initial Price and {c) if the Maturity Prica |s
less than or equal 1o the Initial Price, one share of EOG Comman Stock per Exchangaable Mote, Mo
fractional shares of EOG Common Stock will be Issued at Maturity as provided undar *Fractional

ares” below. Nolwithstanding the foregoing, Enron may, at its option, deliver cash at Maturity in
lieu of delivering shares of EOG Common Stock, in an amount squal to the valee of such numbar of
shares of EOG Common Stock at the Maturity Price. Such option, if exercisad. musi ba awercisad
with respect to all of the ouistanding Exchangeable Notes. If Enron lects 1o deliver cash in liey of

shares of EOG Commen Stock, Holders of the Exchangeabls Notes will be rasponsile for the
payrnent of any and all brokerage costs upon the Holder's subsequent sale of such stock,

The *'Maturity Price” is delined as the average Closing Price par share of EQOG Common Siock
for the 20 Trading Days immediately prior to (but not including) Malurity. The " Closing Prica” of any
sacurity on wumnldaummnﬂmmmm:mmpﬂh{mimdﬂdmmﬂs reporied,
the last reporied sale price) of such sacurity on the NYSE on such date or, if such security is not
listed for trading on the NYSE on any such date, as reported in the compagite fFansactions lor the
pdrh:lpllLﬁmsllmmuﬁiumﬂmmmm"wmumﬂm.wmmhwwn
net 50 listed on a United States national or reglonal securitias axchange, as reportad by tha National
Association of Securities Daalers, Inc, Automated Quotation System, or, if such sacurity is not so
raported, the kst quoled bid price for such security in the over-the-counter market as reported by
the National Quotation Bureau or similar organization, or, if such bid price i not available, the
markal UIMNMIMMMMHHHMMWHWWIWWI
imlmmﬂmmmmWWEﬁm.A"Tuﬁnguu-,-"hdullnﬂna
Business Day on which the security the Closing Frice' of which Is being detarmined (A) s not
suspanded from trading on any national or regional securities exchange or Bssociation ar ovar-iha-
coustar market at the close of business and (B) has traded at least once on the national or regional
s@curities exchange or association or over-the-countar market that is the primary market for the
trading of such security. “Business Day"” means any day that is not & Saturday or Sunday or & day
_unwﬁmm-WEEmmmmamwmmmmmmﬂmmeBm authorized
* or chligated by law or exscutive order to close.

The Indenture pursuant to which the Exchangeable Notes are issusd contains a covenant by
Enron o the effect that should Enron exercise its option to pay all outstanding Exchangaable Notas
in cash, such cash must be provided by the proceads from & sale by Enron of its comman stock,
Such sale of common stock by Enron must have occurrad not more than 540 days prior 1o the natice
by Enron to Holders of Exchangeable Moies of its election to deliver cash in lieu of EOG Common
Slock,
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For illustrative purposes anly, the following char shows the numbaer of shares of EOG Common
Stock or the amount of caeh that a Holder of Exchangeabls Notes woubd receive for each
Exchangeable Note at various Maturity Prices, The table assumas that there will ba no adjustments
o the Exchange Rate describad under "~ Dilution Adjustmeants™ bebow. Thers can be no assurance
that the Maturity Price will be within the range set forth below. Givan the Initial Price of 521,75 par
Exchangeabla Note and the Thrashold Appreciation Price of §26.32, a Holder of an Exchangaabila
Mote would racaive at Maturity tha fallowing number of shares of EQG Common Stock or amount of
cash (it Enron elects to pay the Exchangeabls Moiss in cash);

inkurity Prica Mambar of

ol ECQ Shames of EOG
Camman Stock Common Stock ) m el Cawh
520.00 1.0000 82000
21.75 1.0000 21.75
e 24.00 0.9063 21.75
26.32 08264 21.75
28.00 0.8264 : 23.14

Intarest on the Exchangeable Notes will be payable, and dalivery of EOG Common Stock (or, at
the option of Enron, its cash equivalent) in exchangse for the Exchangeabla Notes at Maturity will ba
made upon surrender of such Exchangeabile Motes, at the office or agency of Enron maintainad for
such purposas, which will initially be the principal corporate trust office of the Trustes, currenthy 311
Wast Monroe, 12th Floor, Chicago, llinols 80609 or &t the Trustea's office maintained for such
purposa in New York, Naw York, provided that paymant of interest may be made at the option of
Enran by check mailed to the parsona in whose namas the Exnl‘ﬂmrdum are registered at
thie closa of business on each January 15, April 15, July 15, and 15.

Tha Exchangeabla Notes will ba transferable on the books of Enron at sny time and from time to
tirma. No service charge will be mada 1o the HbmrManymmrrmﬂu'mmlm any tax or
governmantal charge incidental thereto.

The Indanture does not contain any restriction on the ab#ity of Enron to sell, pladge or
otharwise convey all or any portion of the EOG Comman Stock hald by it, and no such sharas of
EOG Common Siock will be pladged or otherwise held in escrow for use at Maturity of the
Exchangeabla Notes. Consaquently, in the event of a bankruptcy, Inschwancy or Bquidation of Enron,
the EDG Common Slock, it any, owned by Enron will be subject to the claims of the creditors of
Enron. in addition, as described hensin, Enron will have the oplion, exercisable in s sole discration,
o satisfy s obligations pursuant 1o the mnﬂtnr'f axchangs for the principal amount of each
Exchangeable Mote at Matur I&tgdﬂu o Holders of the Exchangeable Notes sither tha
spacifiad number of shares of mmmmmmlwhmuutm
number of shares at the Maturity Price. in the event that Enron does sell, pledge or convay all or &
pmmndﬂuEﬂEGmnnmS‘h:d:hﬂdhyh Enron may be more [lely to dellver cash in lisu of EOG
Commaon Stock, As a resull, there can be no assurance that Enron will elect at Maturlty to deliver
EQG Common Stock or, i it so elects, that it will use all or a portion of s current holdings of EQG
Comman Stock to make such dalivary. Holdars of the Exchangaabla Motas will not be antited to any
rights with respect to the EOG Common Stock {including without limitation voting rights and rights 1o
racaive any dividends or other distributions in respact thereof) until such time, if any, &% Enron shall
have delivered shares of EOG Common Stock to holders of the Exchangeabls Notas at Maturity
thersaf and the applicable record date, if any, for the exarcise of such rights occurs after such dale.

Dilution Adjustments

The Exchange Rale |5 subject to adjusiment if EQG shall Hl pay a siock dividend or make a
distribution with réspect to EOG Commaon Stock in shares of such stock, (H) subdivide or split tha
outstanding shares of EOG Common Stock, (i) combine the outstanding shares of EOG Common
Stock inte & srmaller number of shares, (v) issue by reclassificaton of shares of EDOG Common
Stock any shares of common stock of EOQG, (v) issue rights or warrants to all holders of EQG
Commaon Stock entitling them fo subscribe for or purchase shares of EDG Common Siock at a price
per shara less than the market price of the EQG Comman Stock (othar than rights to purchase EOG
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Common Steck pursuant to a plan for the reinvestment of dividends ar intarest); of {vi) pay a
dividand or make a distribution to all holdars of EQOG Common Stock of avidances of indabtednass
or othar assels (sxcluding any dividends or distributions refarred to in clauss (i above or any cash
dividends other than any Extraordinary Cash Dividends {as definad Bedow) or issua to all holdars of
EQG Comman Stock rights or warrants to subscribe for or purchase any of its securities (other than
those refared lo in clause (v) above). In the case of the evants refarred 1o In clauses iy, (). (Hi) and
{iv] above, tha Exchange Rate in effect immaediately prior to such avent shall ba Bdusted so that the
holder of any Exchangeable Note shall thereafter be entitled 1o receive, upon mandatory axchange
of the principal amount of the Exchangeable Note at Maturity, the number of shares of EOG
Cammon Stock that such holder would have cwnad o bBaen antithed to recalve immadiataly tallawing
any evant described above had such Exchangeabie Note been exchanged immediately prior to such
event on any record date with respect thereto. In the case of the evert refarred to In clausa
{v) above, the Exchange Rate shall be adjusted by multiplying the Exchangs Rate in alfect immedi.
ajaly prior to the date of Issuance of the rights or warrants referred to in dause (v] above, by a
fraction, the numerator of which shall be the number of shares of EOG Comman Stock oULStERdNG
on the date of issuance of such rights or warrants, immediately prior to such issuance, plus tha
number of additional shares of EOG Common Stock offerad for subscription or purchase pursuant
1o such rights or warrants, and the denominator of which shall be the number of shares of EQG
Common Slock cutstanding on the date of issuance of such rights or warranis, immediately prior o
such issuance, plus the number of additional shares of EOG Common Stock that the aggregate
offering price of the total number of shares of EQG Common Stock so offerad for subrscription or
purchase pursuant to such rights or warrants would purchase at the market price [detarrmirngd 4%
avarage Closing Price per share of EOG Common Stock for the 20 Trading Days immedialely prior
to the date such rights or warrants are issuad), which shall be determined by multiplying such total
number of shares by the axercise price of such rights or warrants and dividing the product so
cbtained by such markat price. To the extent that shares of EOG Common Stock are not delivered
gfter the expiration of such rights or warranis, the Exchange Rate shall be readjusted to the
Exchange Rate which would then be in effect had such adjustments for the issuanca of such rights
or warrants been made upon the basis of delivery of only the number of shares of EOG Comman
Stock actually deliverad. in the case of the event referred 1o In clause (vi) above, the Exchange Rate
shall be adjusted by multiplying the Exchange Rate in affact on the record date by a fraction, the
numerator of which shall be the market price per share of the EQG Common Stock on the record
date for the determination of stockholders entitled 1o receive the dividend or distribution referred to
in clause (vi} above (such market prica being detarmined as the average Closing Price per share of
EQOG Common Stock for the 20 Trading Days immediately prior to such record date). and the
danominator of which shall ba such market price per shara of EOG Common Stock lass the fair
market value (as detarmined by the Board of Directors of Enron, whosa determination shall be
conclusive, and described in a resclution adopted with respect thereto) as of such record date of the
portion of the assels o evidencas of indebledness so distributed or of such subscription rights or
warrants applicable to one share of EOG Common Stock. An "Extraordinary Cash Dividend
means, with respact 1o any 365-day period, all cash dividends on the EOG Common Stock during
such period 1o the extent such dividends exceed on a per share basis 10% of the average Closing
Frica of the EOG Common Stock over such period (less any such dividends for which a priar
adjustmant to the Exchange Rate was praviously made). All adjustments to the Exchange Fate will
be calculated to the nearest 1/10,000th of a share of EOG Common Stock {or if thera is not & nearast
1710,000th of a share to the next lower 1/10,000th of a share). No adjustmant in the Exchange Rate
shall be required unless such adjustmant would require an increase or decreasa of al keast ona
parcent tharein; provided, howsver, that any adjustmants which by reason of the foregoing are not
requirgd to ba made shall be carried forward and taken into account In any subsaquent adjustment.

In the event of (i) any consoldation or marger of EQG, or any surviving entity or subsaqueant
surviving entity of EOG (an “EQG Successor”), with or imto another entity (other than a marger or
consolidation in which EOG is the continuing corporation and in which the EOG Common Stock

outstanding immediately prior o the merger or consclidation ks not exchanged for cash, Securitins or
othar property of EOG or another Person), (i) any sale, transfer, kease or conveyanca to another
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Farson of the proparty of EQOG or any EOG Successor as an enliraty or substantiaily as an entiraty,
(ill) any statutory exchange of securities of EOG, or any EOG Successor with another Person (other
than in connection with a merger or acquisition); or (ivj any liquidation, dissolution or winding up of
EQG of any EOG Successor {any such evant baing a “Aecrganization Event'), the Exchange Fate
used o daterminge the amount payable upon exchange at Maturity for sach Exchangeable MNote will
be adjusied to provide that sach Holder of Exchangaable Motes will recaive at Maturity cash in an
amount gqual 1o (a) if the Transaction Value (as defined below) is greatar than or equal 1o the
Threshold Appreciation Price, 82684 multiplied by tha Transaction Velue, (b} if the Transaction Valua
15 less than the Threshold Appreciation Price but grealer than the initial Price, the Indtial Price and
(c it the Transaction Value is less than or #qual to the Initial Price, the Transaction Valus,
“Transaction Value"” means (i) for any cash recabved in any such Reorganization Event, the amaount
of gash recelved per share of EOG Common Stock, (i) for any proparty othar than cash or sacurities
recedved in any such Reorganization Event, an amouni equal to the market value at Maturity of such
propariy received per share of EOG Common Stock as datermined by a nationally recognized
ndapendant investment banking firm retained for this purpase by Enron and (I§) for any securities
received in any such Reorganization Event, an amount aqual to the average Closing Price per shara
of such securities for the 20 Trading Days immediataly prior o Maturity multiplied by the numbaer of
such securities received for each share of EOG Common Stock,

Motwithstanding the foregoing, in lieu of dedlvering cash as provided above, Enron may at its
option daliver an aquivalent valua of securities or othar property received in such Aeorganization
Event, determined in accordance with clause [ii) or (iil) above, as applicable. If Enron elects to dalivar
sacurities or other property, holders of the Exchangeabie Notes will ba responsible for the paymant
of any and all brokerage and othar trangaction costs upon the sale of such securibes or other
prﬂpﬂftjr.ﬂﬂkhdll'ﬂﬂﬂmlﬂmrﬂhlmwﬁﬂlﬂﬂ&muﬂﬂﬂlhﬂﬂﬂﬂuhﬂb
able after consummation of such Iransaction shall be subject to adjustmant as described in the
immediately preceding paragraph following the date of consummation of such transaction.

Enran is raquired, within tan Business Days following the ocourrence of an avent that requires
an adustmant to the Exchange Rate (or if Envon is not aware of such oecurrence, as soon as
practicable after bacoming so aware), to provide written notice to the Trustes for distribution to all
HnlﬂwuﬂfEmMngaumuMHnTﬂmmufiu:ﬂmdeMHrm-h
celail satting forth the method by which the adjustmant 1o the Exchange Rate was determined and
sefling forth the revised Exchange Rate.

Fractional Shares

No fractional shares of EOG Common Stock will be issusd if Enren exchanges the Exchange-
able Notes for shares of EOG Common Siock. If more than one Exchangeable Mote shadl be
surrn-rdm-udMrﬂmmmmmwm-mmﬂdmmnmmummmﬁ
Commaon Stock which shall ba delivered upon exchange shall be computed on the basis of the
aggregate number of Exchangeable Notes so surrenderad at Maturity. In leu of any fractional shara
otherwise issuable in respect of all Exchangeabls Notes of any Holder which are exchanged at
Mah:riw.mMrmlihuﬁmmmmmnlhmmmﬂmwmnfsm
fractional share at tha Maturity Prica.

Redemption and Defeasance
The Exchangeable Notes are not subject to redemption or defeasance prior to Maturity and do
nat contain any sinking fund or other mandatory redamption provisiona.

Limitetions on Mortgages and Lisns
Thair-ddmurl-prmmﬂMmmuwnltmmmusmuﬁmmmunm
Indantura (including the Exchangeabls Motes) are outstanding, Enron will not, and will not parmit any
Subsidiary (as defined in the Indenture and herein) to, pledge, martgage or hypothecats, or permit 1o
ewist, axcept in favor of Enron or any Subsidiary, any mortgage, pladga or other lian upon, any
Principal Property (as defined in the Indenture and herein) at any time cwned by it, 10 secure any
indettedness (as definad in the Indentura). uniess effectiva provision is made whareby outstanding
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Indenture Securities (including the Exchangeabls Notes) will b aqually and ratably securad with any
and all such indabtedness and with any other indebtedness simiarly antitied to be equally and
ratably secured. This resiriction doss not apply lo prevent the creation of existénce of:
{a) morigages, pladges. liens ar sncumbrances on any proparty held or used by Enron of a
Subsidiary in connection with the exploration for, development of or production of, oil, gas, natural
gas (including liguefied gas and storage gas), other hydrocarbons, helium, coal, metals, minarals,
steamn, imber, geothermal or other natural rasourcas of synthetic fuels, such properties to include,
But nat be limited to, Enron's or a Subsidiary's intarest in any mimvaral fee interests, oi. gas or other
minaral leases, royalty, overriding royaity or nst profits interests, production payments and other
simitar intarasts, wellhead production equipment, tanks, fisld gathering lines, leasehold or field
geparation and processing faciities, compresskon facilities and other smilar personal propary and
fixturas; {p) morigages, pledges, liens or ancumbrances on-oll, gas, natural gas (incleding liquefied
gas and'storage gas), other nydrocarbons, helium, coal, metals, minerals, steam, timbar, geathermal
ar other natural resources or synihetic fusls produced or recoverad from any property, an interast in
which is cwnad or leasad by Enron or 8 Subsidiary; (<) mortgages, pledges, liens of encumbrances
{or certain extensions, reneéwals or refundings thereof) upon any property acquired before or after
she data of the Indenture, created at the time of acquisition o within one yaar thereafter to secure all
ar a portion of the purchase price tharsof, or existing thereon at the dale of acquisition, whether or
not assumed by Enron of a Subsidiary, provided that avery such morigage, pladge, lian oF ancum-
brance applies only to the property 50 acquired and fixed mprovemants thareon; {d} marigages,
plecges, liBns or sNCUMbIAnces Upon any property acquired befora or after the data of the Indanture
by any corporation that is or becomes a Subsidiary after the date of the Indenturs (" Aequired
Entity"), provided that every such mortgage, pledge, lian o ancumbrance (1) shall either (i) exist
prior to the tima the Acquired Entity bacomas a Subsidiary or (i) ba created at tha tima the Acquirsd
Entity becomes a Subsidiary or within ona year thereatter to secure all or a portion of the acquisition
price thereof and (2) shall mrrmwmm“wupmmnmwmnmumammmmﬂ
becomes a Subsidiary nrmamhqrmmirudhyitfrumwmmﬁw Enron or any othar
Subsidiary; (8) pledges of current assels, in the ordinary coursa of business, 1o secura current
Habilities: if) deposits 1o secure public or statutory obligations; (g) llens to secure indeblednass oithier
than Fwﬂudbahlmdlthmdhmmdmmnnd hergin); (h) mortgages, pledges, liens of

pledges, liens or umtmswuhdmaasmwmwammmmmm-
issuance of debt securities the interest on which is excludable from gross income of the holder of
syuch security pursuant 1o the internal Revenue Code of 1986, as amended, for the purposa of
financing the acquisition or construction of property to be usad by Enron or a Subsidiary; {j] pledges
WIMNMMMmﬂMﬂHIHMwMMWEM
NIMHMGHIWWMWTMMMWM with the sale by Enron of &
Subsidiary of goods or merchandise to customars; or (k) certain other liens or BRCLEMDTancas.

Hotwithsianding the foregoing, Enron or a Subsidiary may lssus, assume &f guarantas indebt-
adnass secured by 8 mortgage which would otherwise be subject 1o tha foregoing ragtrictions in an
aggregate amount which, together with all other indabtadnass of Enfon of a8 Subsitiary sacurad by a
martgage which (if originally tssuad, assumed or guarantsed &l such time) would otherwise be
subjact Iumw-guinnmmnﬁnmlnminuucﬂw sacured indebtedness permitted under the
faregoing exceptions), does not at the time excend 10% of the Consolidated Net Tangible Assels
[total assets less (a) total current liabditias, axciuding indebledness due within 12 months, and (B
goodwill, patants and trademarks) of Enron, as shown on the audited consolidated financial
statements of Enron as of the end of the fiscal year preceding the date of determination.

Tha holders of at least 50% in principal amount af the outstanding Indenture Securities undar
the Indenturs (including the Exchangeable Motes) may waive compliance by Enron with tha covenant
describad above (and certain other covenants ol Enrom),

Tha Indenture defines the tarm “Sybsidiary'’ 1o maan a corporation all of the voting sharas (that
is, shares entitied to vote for the alection ﬂfdimﬂmu,hdmluﬂﬁgmm g0 to wote only
upan the happening of soma contingancy unless such contingency shall have occurred) of which
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shall ba owned by Enron or by ana or mare Subsidiaries or by Enron ana ane or mora Subsidiarias,
The term “Principal Property” is defined to mean any oil or gas pipeline, gas procassing plant ar
chernical plant located in the Unitad Stalas, axcept any such property, pipaline or piant that in tha
opinion of the Board of Directors of Enron is not of material importance to the fotal business
conducted by Enron and its Subsidiaries. " Principal Property” does not Include amy off or gas
proparty or the production or any procaeds of production from an oil or gas producing propary or
the production or any proceeds of production of gas processing plants or oil or gas of petrobgum
products in any pipaling,

The term “indebiadness”, as applied 1o Enron or any Subsidiary, s dafined to maan bonds,
dabantures, notes and olher instruments representing obligations created or assumed by any such
corporation for the repeyment of meney borrowed jother then unamortized debt drscount or
pramium). All indebtedness secured by a lien upon property ownad by Enron or any Subsidiary and
upan which indabtadness any such corporation customafily pays Intarest, aven though such
corporatieh has nol assumed or become liable for the payment of such indebtedness, is also
geamad to ba iIndabledness of any such corporation. All indeblocness fior money borrowed incurrad
by other parsons which is directly guarantesd as to paymant of principal by Enron or any Subsidiary
is for all purposes of the Indenture deamad 1o ba indebtednass of any such corporation, but no ather
contingant obligation of any such corporation in respact 1o indebtadness ncurred by other parsons
is for any purpose desmed indattadnass of such corporation. Indasbtedness of Enron or any
Subsidiary does net includa (i) amounts which are payable only out of all or a portion of the ail, gas,
natural gas, helium, coal, metals, minerals, steam, timber or other natural resources produced,
daerived or exiracted from properties owned or developed by such corporation: (i} any amount
reprasenting capitalized lease obligations; (i) any indebtedness incurred 1o finance oil, gas, nalural
gas, helium, coal, metals, minerals. steam, timber, hydrocarbons or geothermal or other natural
resources of synthetic fual exploration or development, payable, with respect to principal and
interest. solely out of the proceads of oil, gas, natural gas. helium, coal, metals, minerals, steam.
timber, hydrocarbons or gecthermal or other natural resources or synthatic fuel 1o be produced,
sold andior delivered by Enron or any Subsidiary; (iv) indirect guarantees or other contingant
obligations in connection with the indabladness of others, including agresmeants, contingant or
otherwise, with such other persons or with third parsons with respect 1o, or 1o parmit or ensure tha
payman o, obdigations of such other persons, including without Bmetation, agreamants to purchase
or repurchase obligations of such other parsons, agreemants to advancs or supply funds to ar to
invest in such other parsons of agreaments to pay lor property, products or services of such other
persons {whather or nol conferred, delivered or rendered) and any demand charge, throughput,
take-or-pay, keep-well, make-whole, cash deficiency. maintenance of working capital oF BAMINgs or
similar agraemeants: and (v) any guarantess with respect to lease or other similar periodic payments
1o e mada by other parsons.

The term “Funded Debt” as appled lo any corporation means all indebtadness incurred,
croated, assumed or guarantesd by such corporation, or upan which it customarlly pays intarest
charges, which matures, or is renewable by such corporation to a dale, more than ona year aftar tha
date as of which Funded Dabt is baing determined; provided, howewver, that the term “Funded Debt'”
shall nof inchude (i} indetledness incurred in the ordinary course of business representing borrow-
Ings, regardiass of when payable, of such corparation from time to tima against, but not in excess of
the face amount of, its instaliment accounts receivable for the sale of appliances and equipment sold
in the regular courss of business or (i) advances for construction and gacurity deposits received by
such corporation In the ordinary course of business.

The foregoing limitations on mortgages, pledges and liens are intendad 1o Umit other craditors
aof Enran from gbtaining prefarenca or priority ovar holders of the Indenture Securities issusd under
the Indenture, but are not intended to prevant other craditors from sharing equally and ratably and
without praference (“pari passu®) owver the holders of such Indentureé Securities. Whila such
limitations on morigages and liens do provide protection to the holders of the Indenture Securitias,
thera ara a numbser of exceptions to such restrictions which could result in cartain asseis of Enrcn
and its Subsidiaries being encumbered without equally and ratably securing the Indenture Securities
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issued under the ingenture. Specfically, the resirictions apply only 1o pladges, morigages or llans
upon “Principal Property’ (as defined in tha Indeniure and harsin) ko secure any “indabtadnass’” (as
defined i the Indenture and herain), unless effective provision is mada wharaby culstanding
Securities will be equally and ratably secured with any such indebtedness and with any ofher
indebtedness similarly entitied to be equally and ratably secured. There are certain exceptions to the
definiton of “indabtedness,” which are enumeralad in tha Indenture and harein, I addition, the
restrictions do net apply 1o prevent the creation or existence of morgages, pladges, liesns or
eNCUMBTances on cerlain iypes of properiies or pursuant to certain types of transactions. all as
anumaratad in the Indentura and abova. Algo, up to 10% of Consalidated Net Tangible Assets (as

dafined in the Indenture and herain) is not subject to the mortgage and len limitgtions contained in
The Irsclamiung,

Modification of the Indenture

*With certain exceptions, the Indenture provides that, with the consant of tha holdars of not lass
than 50% in principal amount of all outstanding indenture Securities (including, whera applicable, the
Exchangeable Notes) affected thereby. Enron and the Trustes may anteér into a supphemiantal
indantura for tha purpesa of adding to, changing or eliminating any of the provisions of the Indeniura
or of modifying in any manner tha rights of the holders of Indenture Securifies under the Indentura,
Motwithstanding the foragoing, tha consenl of the holder of each outstanding Indenture Security
affected thereby will be required to: (a) change the Stated Maturity (as definad in the Indenture) of
the principal of, or any instaliment of principal of or interest on, any Indentura Security, or reducs tha
principal amount thereol or the rate of interest thereon or any premium payable ypon tha rademp-
tion thereof, or change any Place of Paymaent (as definad in the Indentura) whera, or change the coin
oF currancy in which, any Indenture Sacurity of any premium or the interest thereon is payable, or
impair the right to institute suit for the enforcement of any such paymeant on or after the Stated
Maturity thereaf (or, in tha case of redemption, an or atter the Redemption Date, as defined in the
indenture) or change tha terms wunder which any Exchangeabls Motes are exchangeabls; (b} reduce
the perceniage In principal amount of the ocutstanding Indenture Sacurties of any saries, the
consent of whose holders is required for any supplernantal indenture or for any waver provided for
in the Indenture; or {c) with certain exceptions, modity any of the provisions of the sections of the
Indantura which concern waivers of past defaults, waivers of certain covenants or consent to
supplamantal indentures, except to incroase the percentage of principal amount of Indenture
Securtias of any seras, the holdars of which are required to effect such wahier of consent, oF 1o
prowide that certain other provisions of the Indanture cannot ba modifled or waved without the
consant of the holder of each oulstanding Indenture Security affected thereby. The Indentura
prowides that a supplemental indenture which changas or eliminates any covenant or other provision
of the Indentura which has exprassly been included solely for the benefit of one or more particular
sarigs of Indenture Sacurites, of which modifies tha rights of the holders of Indentisre Sacuritas af
such series with respect 1o such covanant or othar provision, shall be deamed nol to affect the
rights undar tha Indenture of the holders of Indanture Sacurities of any other sarias.

Events of Dafault and Rights Upon Default

Under the Indenture, the term “Event of Default” with respect to any serias of Indenture
Sacurities, maans any ona of the following avents which shall have ocourred and is conlinuing:
(a) default in the payment of any interast upon any Indanturs Security of that series whean it bacomes
due and payabie or defaull in the payment of any mandatory sinking fund paymant provided for by
the terms of any series of Indenture Securities, and continuance of such default for a period of 30
days; (b) default in the payment of the principal of (or pramium, if any, on) any Indenture Security of
that series at its maturity, (c) defaull In the performance, or breach, of any covenant or warranty of
Enron in the indenture (other than a covenant or warranty & dafault in the parformance of which or
the breach of which is otherwise specilically daalt with in the Indenture or which has been exprassly
included in the indenture solaly for tha banefit of one or more series of indenture Securities othar
than that series), and continuanca of such default or breach for 60 days after there has been given 1o
Enran by the Trustes, or to Enron and the Trustes by the holders of at least 25% in principal amount
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af all outstanding Indanture Securites, a wiitten nctics specifying such default or breach snd
réquiring It o be ramadiad and stating that such notice is a “Notice of Default” undar the Indanture:
or {d) certain avents involving Enron in bankruptcy, receivarship or other insolvency procesdings or
&n assignment for the banefit of cradibors

It an Event of Default described in clause (8) or (b) in the loregoing paragraph has occurrad and
s continuing with respect to Indenture Securities of any series, the Indenture provides hat tha
Trustea or the holders of not less than 25% in principal amownt of the outstanding Indenture
Securities of that series may declare the principal ameount of all of the indenture Securities af that
serias to be due and payable immediately, and upon any such declaration such principal amoun
shall bacome immediataly dus and payable. If an Event of Dafault describad in clause (c) or (d) of the
foregoing paragraph cocurs and is continuing, the Trustee or the hoiders of not lass than 25% in
principal amount of all of the Indenture Securities then outstanding mey declare the principal amount
of alil of the Indentura Securities to be due and payable immadiately, and upon any such declaration
such psncipal amount shall bacoma immadiately dus and payable.

A default under other indabtednass of Encon is not an Event of Default undar the Indaniure, and
an Even! of Default under ona series of Indanture Sacurities will not nacessarily be an Evant of
Default wnder anothar sarlas.

At any tima after such a declaration of acceleration with respect 1o Indenture Securities of any
series (or of all series, as the case may be) has been made and before judgment or decras for
payment of the money due has baen obtained by the Trustes, the holders of a majority In principal
amount of the cutstanding Indenture Securities of that serlas (or of all series, as the case rmay ba)
may rescind and annul such declaration and its consequences, if, subject to certain conditions, all
Events of Default with respect to Indenture Securities of that serles (or of all series, as tha cass may
be), other than the non-paymant of the principal of the Indenture Securities dus solely by such
declaration of acceleration, have been cured or waived and all payments dus (other than by
acceleration) have been paid or deposited with the Trustee, With certain axcaptions, the holders of
nat less than a majority in principal amount of the cutstanding Indentura Securitas of any series, on
behall of the holders of all the Indenture Securities of such series, may waive any past delault
described in clause (a) or (b) of the first paragraph of this heading “Events of Datault and Rights
Lipon Default” (or, in the casa of & default described in clause (c) or (d) of such paragraph, the
holders of a majority in principal amount of all outstanding Indenture Securities MEY Waive any such
past default), and its consequences, axcept a default (a) in the payment of the principal of (or
pramium, If any) o interest on any Indenture Security, o (b} in respect of a covenant or provision of
the Indenture which undér the Indenture cannot be modifisd or amendad withaut the consant af tha
holder of sach outstanding Indenture Security of such sarias affectad.

The hokders of not less than a majority in principal amount of the Indenture Securitias of any
series at the time outslanding are smpowered under the terms of the Indenture, subject 1o certain
limitations, to direct the time, mathod and place. of conducting any procesding for any remady
available to the Trustee or exercising any trust or power conlerred on tha Trusies.

The Indenture further provides that no holder of an Indenture Security of any saries may anforce
the Indenture axcept in the case of failure by the Trustee to act for 50 days after notice of a
cantinuing Event of Default with respect to the indenture Securities of that series and after request
by the haolders of not less than 25% in principal amount of the outstanding Indeniure Securittes of
such series and the offer 1o the Trustee of reasonable indemnity, but this provision will not prevant a
halcer of any Indenture Sacurity from enforcing the payment of tha principal of, and interest on, suech
halder’s Indenture Security,

The Inddnture requires that Enron deliver to the Trustes, within 120 days after the end of sach
fiscal year, an Officer's Centificate, stating whethar 1o the bast knowladge of tha signars tharaot,
Enron is in default in the parformanca and observance of certain of the terms of the Indenture and, it
' 50, specilying each such default and the nature and status thereof of which the signers may have
knowladga.
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Concaming the Trustes

Harris Trust and Savings Bank is the Trustes under the Indenture. Such bank also acts a5 a
depository of funds for, makes loans to, and performs other services for, Enran in the normal course
of business, inciuding acting as trustee under other indentures of Enron.

The Indenture containg the provisions required by the Trust Indenturs Act of 1839 with
rafarance 1o the disqualfication of the Trustes if it shall have or acquire any “ponflicting intarast”, as
therain defined. The Indenture also containg cerlan limitations on the right of the Trustes, as a
creditor of Enron, to obtain payment of ¢laims in certain ¢ases, or to realize an certain proparty
raceived by it in respect of any such claims, as security or otharwise.

CERTAIN UNITED STATES FEDERAL INCOME TAX CONSIDERATIONS

Thedaliaowing is a summary of cartain U5, federal incoma lax cONSéquances that may be
relevant to a citizen or residgent of the United States, a corporation, parnership or other antity
creatad or organized under the laws of the United States, or an estate or irust the income of which Is
subject to U.S. federal incoms taxation regardiess of its source [any of tha foregoing. a "U.5.
Parson”) who is the benaficial owner of Exchangeabls Notes (a “1J.5. Holder™'), which in tha op-nion
of Vinson & Elkins LLP. is accurate insofar as it exprassas conclusions of law. Al raferancss to
“holdars” (inchuding U5, Holders) are 1o beneficial owners of the Exchangeable Notes. This
discussion, which was prepared by Vinson & Elking L.LP., is based on curman L.5. federal income
tax law and is for genaral information only.

This summary deals only with holders who ara initial holders of the Exchangeabls Notes and
wha will hold the Exchangeabls Notes as capital asseis. It does nol address tax ponsidarations
applicable 1o investors that may be subject lo special 1.5, federal income tax treatment, such as
daalers in securities or parsons holding the Exchangeable Notes as a position in & “straddle” for
U.5. federal income tax purposes or as part of a “'synthetic security’’ or other integraled imvastmant,
and does not address the consequences under state, local of faraign law.

Mo statutory, judicial or administrative authority directly addresses the characterization of tha
Exchangeabile Notes or instruments similar to the Exchangeable Motes for U.5. federal income tax
purposes. As a result, significant aspects of the U.S. lederal income tax conssquences of an
invastmant in the Exchangeable Notas are not cartain, No ruling is baing requested from the intarnal
Aavanua Senvice (tha “IAS") with respact to the Exchangeabls Notes and no assurance can be
given that the IRS will agrea with the characlerization and tax treatment of the Exchangeable Notes
dascribad herein, ln addition, Vinson & Elkins LL.P. has stated in its opinion that it could give no
opinion with raspect to the specific tax consequences of awning or disposing of the Exchangeabie
Motes, including the characterization of the Exchangeable Notes. President Cnton racantly
announced as part of the Administration's 1996 budget, a proposal o deny the deductibility of
intarast an certain debl Instruments, including instruments similar to the Exchangeabla Notes. This
announcemeant anhances the possibility that the IRS might challange tha contractually agraed upon
characterization of the Exchangeable Notes described balow, ACCORDINGLY, A PROSPECTIVE
INVESTOR (INCLUDING A TAX-EXEMPT INVESTOR] IN THE EXCHANGEABLE NOTES SHOULD
CONSULT ITS TAX ADVISOR IN DETERMINING THE TAX COMSEQUENCES OF AN INVESTMENT
IN THE EXCHANGEABLE NOTES, INCLUDING THE APPLICATION OF STATE, LOCAL OR OTHER
TAX LAWS AND THE POSSIBLE EFFECTS OF CHANGES N FEDERAL OR OTHER TAX LAWS.

Pursuant to the terms of tha Indenture, Enron and all holders of the Exchangsabie Notes will
agres 1o ireat an Exchangeabls Note as a unit {the "Unit") consisting of (i) an exchange nots
{"Exchange Mote™) which is a debt obligation with a lixad principal amount unconditionally payable
at Maturity equal to the principal amount of the Exchangeabla Note, bearing interast at the stalad
intares! rate on the Exchangeabls Note, and (i) a forward purchase contract (the “Purchase
Contract’") pursuant 1o which the holder agrees to use the principel payment due on the Exchange
Note to purchase at Maturity the EOG Commaon Stock which the holder Is entitied to receive at that
time (subject to Enron's right 1o dalivar cash in tieu of EOG Common Stock). The Indantura wil
require that a L.S. Holder include currently in income payments denominated 83 interast that ara
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made with respect to the Exchangeable Notes, in accordance with such holder's method of
accounting, and the smount of OID, if any, attributable to the Exchangeable Mates.

Pursuant to the agreemant o treat the Exchangeable Notes as a Unit, a holder will be required
to allocate the purchase price of the Exchangeable Note betwsen the two companants af the Linit
{ihe Exchange Note and the Purchase Contract) on the basis of thair relative fair markat values. The
purchase price so aliocated will generally constitute the tax basis for sach component. Pursuant to
the terms of the Indenture, Enron and the holders agree fo allocate the entire purchase prics of an
Exchangeable Mote 1o the Exchange Note unless the stated intersst on the Exchangeable MNote
reprasants a yield that is lower than Enron's normal cost of issuing debt with a similar term fo the
Exchangeabie Note [“Enron's Mid-Tarm Borrowing Rate”). If the stated interast on the Exchangs-
able Note reprasents a yieid that is iower than Enron's Mid-Term Borrowing Rate of 5,90 paFcant,
Enron and the holders agree to allocate to tha Exchange Nota an amount, less than the principal
amount of the Exchangs Note, calculated by discounting the cash flows relating to the Exchanga
Note aba rate equal to Enron's Mid-Term Borrowing Rate, and to allocats to the Purchase Contract
the remainder of the purchase price of the Exchangeabla MNota,

If the amount allocated to the Exchange Note (its deemed issus prica} is lass than the stalsd
principal amount of the Exchangeable Note, the Exchange Note will ba raatad as having 010 In that
avent, a L.S. Hoider will ba requirad 10 include in incoma OID a3 it accrues, in accordance with a
constant-yield mathed. in an aggregate amount equal to the difference batwean thiy stated principal
amount of the Exchangeable Note and the deemad issus prica of the Exchanga Mote. However. if
the amount of OID relating to an Exchange Mota s less than three-fourths of one percent of tha
stated principal amount of the Exchangeable Note, no amount of OID will ba deamed 1o axist with
respect 1o the Exchange Note. A U.S. Holder's tax basts in the Exchange Note will increase over its
term by the amount of QID included in such halder's income with respact to the Exchangeatile Nata.

Upon the sale or other disposition of an Exchangeable Note, a U.S. Holdar genarally will ba
required to aliocate the amount realized betwean the two components of the Exchangeable Note on
the basis of their then relative falr market vaiues. A U.S. Holder will récognize gain or loss with
respact to sach componant equal to the differance betwean the amount raakizad on thea sale or other
disposition for each such component and the U.S. Holder's tax basis in such componant. Such gain
or loss genarally will be long-term capital gain or koss if the U.S. Holdar has hald the Exchangeablis
Mote for more than a year at the time of disposition,

Al Maturity, pursuant to the agreement to treat tha Exchangeabls Mote 8s & Unit, on tha
rapaymant of the Exchange Note a U.3. Holder will recognize capital gain or loss which will ba long-
tavm capital gain or loss unless Maturity ocours within ane yaar of issuance of the Exchangeabis
Mote (as a result of accelaration or otherwise) equal ta any difference batwean its tax hasis and the
principal amount of the Exchange Note, If Enron delivers EOG Comman Stack at Maturity, a U5,
Holdar will recognize no additional gain or loss on the exchange, pursuant to the Purchase Contract,
of the principal payment due on the Exchange Nota for the EOG Common Stock. However, a U.S,
Holder will recognize additional capital gain or loss, which should be short-term capital gain or loss,
eoual huﬂ-adlﬂmnmbammﬂnmmwmhauﬁhmﬁnrﬂmmwhmrﬁnn af th
principal amcunt of the Exchange Note allocable to fractional shares. A U.S, Heldar will have a tax
basis in such shares of EOG Common Stock equal to the principal amaunt of the Exchange Mot
kss the amount of the portion of the principal amount of the Exchangs Note allocable 1o any
fractional shares. The U.S. Holder will have a holding period for the EOG Commaon Stock that begins
on the day after the Maturity date, and will realize short- or long-tarm capitel gain or loss upon the
subsequent sala or digposition of such stock. Alternatively, at Maturity, if Enron pays the Exchange-
atde Note in cash, a U.S. Holder will have additicnal gan or loss (which might ba ordinary income or
‘o053 rather than capital gain or loss) equal to the difference betwean tha principal amount of the
Exchangeable Note and the amount of cash received from Enran,

Due to the absence of authority as to the proper characterization of the Exchangeable Nota, no
a3surance can be given that the IRS will accept or that a court will uphold the characterization
agreed 1o in the Indanture or the tax treatmant described abova. Froposad Treasury regulations with
réspact to “contingent payment” debt instrumants (the “Proposed Reguiations ™) would provida for
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a differant tax result under some circumstances for instruments having characteristics similar to the
Exchangeabie Notes, but tha Proposed Aegulations would be effective only for instruments iSsued
&0 days or more after thair publication as final regulations. Undar the Proposed Ragulations, the
armaunt of ntarest included in a holder s taxabla incoma for any yaar would gaenarally bé datarmined
by projecting the amounts of contingent paymants fwhich might include the value of the EDG
Comman Stock to be delivered at Maturity) and tha yisld on the instrumant. Taxakla interest incoma
would be measurad with refarenca to the projected yield, wiich might be lass than of greater than
{ha stated interest rate under tha instrument. I tha event that the amount of an actual contingant
payment differad from the projected amount of that payment, the dittarance would genarally
increass or reducs taxabde interest incoma, or create a loss. Because of their prospactive alfactiva
date, the Proposed Resgukations, if finalized in their current form, would not apply 1o the Exchanga-
abla Molaes,

Evga in the absence of regulations applicable 1o the Exchangaable Notes, the Exchangaable
Motes may be characterized under current law in @ mannar that rasults in fax consequancas
diffarant fram those reflected in the agreament pursuant to the Indenture and as describad above.
Undar aftarnative characterizations of the Exchangaable Metes, it is possible, for example, that (i) a
U.S. Heider may be taxed upon the receipt of EOG Common Stock with a valua in excess of the
principal amount of the Exchange Note, rathar than upon the sale of such stock, (Il) any gain
recognized at Maturity (whether a U.5. Haldar recaived E0G Common Slock or cash) may De
treated as ordinary Incoma rather than capital gain, (i) ef or part of the interest income on tha
Exchangs Note may be treated as nontaxable, increasing the gain (or decreasing the loss) at
Maturity or upon disposition of the Exchangeable Note (of disposition of the EOG Common Stock) or
{v) if the stated interest rate sxceads Enron’s Mid-Tarm Borrowing Rate, the Exchange Notes could
be considered as issuasd Bt a premium which, it amortized, would reduce the amount of inlarast
income currently includible in income by a holder and increase the taxable gain (or decrease the
lass) realized at Maturity or upon disposition of the Exchangeable Notes {or disposition of the EOG
Common Stock).

Tha Revanue Reconcikation Act of 1993 added Section 1258 10 the Code, which may raquire
cartain holders of the Exchangeable MNotes who have anterad into hedging transactions or offsalting
positions with raspact to the Emnmmmmwmmmw than capital
gain upon the disposition of the Exchangaable Notes. Holders should consult thelr tax advisors
regarding the applicability of this pravision lo an investment in the Exchangeable Notes.

Hon-Unlted States Parson

in the case of & holder of the Exchangsable Notes that is not a U.S. Person, payments made
with respect to the Exchangeabie Nmmumummu.s.mm;mmml
such holdar complies with applicable certification requiremants. Any capital gain realized upon the
sala or other dmnﬂmwmﬂmuw-mmllhan U.5. Parson wil
gannulhrnutnﬂ:pu:tinu.s.hﬂunlmmwm-whnﬂninmmwmndﬂmi
LS. trade of bmi‘luﬁnﬂnhﬂdﬂand[inhhmuutmmm:mhlndﬂﬂulikm
mﬂﬂlnhmmmwsdagraﬂrmlnﬂ'rtu:lbluywnihuﬂluulhmdupwﬂw
and sithar umnlndﬂdmldnnnmhlul'mm"mmUnthWurﬂ'ﬂwnmnm
uwmal.atllnm:hﬂpﬂudhﬂlm:mﬁﬁnmwmmmnmmmE.

Backup Withholding and Information Reporting

A holder of the Exchangeable Notes may ba subject o information reporting requiremants and
to backup withholding at a rate of 31 prnmnf:rmhmupmmﬂuhﬂdn unless such
haolder pravides proof of an applicable exemplion or & porrect taxpayer identification number, and
ulmumwmwmmmlhmm rules.
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UNDERWRITING

Subject ta the terms and conditions of the Undarwriting Agreemant, Enran has agread to sall ko
#ach of the Underwriters named below (the “Undarwriters”), and sach of such Undarwritars, lor
whom Gofdman, Sachs & Co. are acting as reprasantatives, has saverally agreed 1o purchasa from
Enron, the respective number of Exchangeable Notes set forth opposite its namss balow:

Numbar of
Undsrwriter _! "n......'""_' ole
Goldman. Sachs & Co............................. ... ... 3,333 334
Marrill Lynch, Piarce, Fenner & Smith
Incorperated .. ... 3,333,333
Salomon Brothers Ine ..., LT 3,333,333
- Toll . e 10,000,000

Under the terms and conditions of the Undarwriting Agreamant, the Underwritars &ra committea
to take and pay for all of the Exchangeable Notes offered haereby, if any are taken.

The Underwriters propose to offer the Exchangeat#e Notes in part directly to the public at tha
initial public offering price set forth on the cover paga of this Prospectus, and in pant to certain
securities dealars at such price less a concession of §.40 per Exchangeable MNate. The Underwritars
may allow. and each of such dealers may realiow, a concession not exceading 5.10 per Exchange-
able Note to certain dealers and brokars. After the Exchangeabla Notes are released for sale o the
MIH.MWWW.MMWEMIMWHWMMWHl'l'lll!bﬂ'llﬂl’iﬂdbflhﬂ
reprasantatives,

Enron has granted the Underwriters an option exercisabie for 30 days after the date of this
Prospactus to purchase up to 1,000,000 additional Elmhumhli_ Motes solely to cover owver-
allotmants, if any. If the Underwriters axarcise their over-allotment option, the Underwriters have
Saverally agreed. subject 1o certain conditions, to purchase approximataly the sama percantage
thareol that the number of Exchangeabla Hﬂntﬂh&mrﬂmndh]rmﬂm 85 shown in the
foragoing table, bears to the 10,000,000 Exchangsable Notes offered.

Envon, EOG and EDG's Chief Executive Officer have agread that during the period baginning
from the date of this Prospectus and continuing to and including the date 270 days after the date of
this Prospactus, subject to certain exceplions set forth in the Underwriting Agraemaent, thay will not
offer, sell, contract to sell or otharwise dispose of any EQG Common Stock, any securities of EOG
which are substantially similar to shares of EQG Comman Stock or any securites which are
convertible into or exchangeable for EOG Common Stock or such substantially similar sacuritins
without the prior written consent of Goldman, Snm&cu..-:mptrnrlmﬂharnufEm-E‘-Mmm
Stock offered in connection with the concurrent Stock Offering.

The Exchangeakia mmmwmmmm tha NYSE, subject to official notice
of isuance, Tha EQG Common Stock (including the shares of EOG Common Stock which may ba
recaivad by a holder of Exchangaable Notes at Maturity) is listed on the NYSE.

Tha Underwriters andior their atfiliates have provided inverstment banking and financial advisory
sarvices to Enron, its subsidiaries or affiliates in tha past, lor which they have received Gustomary
compensation and expense reimbursement, and may do 5o again In the fulure,

Enron and EOG have agreed 1o indemnify the several Underwriters Bgainst certain liabilities,
including labilities under the Securities Act, or to contribute to payments the Underwriters may be
required 1o make in respect thareof.
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VALIDITY OF THE EXCHANGEABLE NOTES

The validity of the Exchangaabls Notes will be passed upon for Envon by James V. Derrick, Jr.,
Sanior Vice Prasident and General Counsel of Enron, Mr. Derrick owns substantially less than 1% of
the cutetanding shares of Commaon Stock of Enron. Cartain matiers wil be passed upon for Enrcn
by Wirson & Elkins LLP. The validity of the Exchangeable Hotas will be passed upon for tha
Underwriters by Bracewell & Patterson, L.L.P. Bracewel & Partarson, LLP. currenily provides
safvices 1o Enron and certain of its subsidiaries and affillates as outside counsal on matars
urvalated to the issuance of the Exchangeabls Notes.

EXPERTS

The consolidated financial stalerments and schedules included in Enron's Annual Report on
Form 10-K for the year ended December 31, 1994, Incorporated by reference in this Prospectus,
have Bean audited by Arthur Andersen LLP, independent public accountants, as indicafed in thalr
reports with respact thereto and are incorporated by referance haren in relianca upon the authority
of said firm as experts in accounting and awditing in giving Said repons.

The lettar report of DaGolyer and MacNaughten, independent petroleum consultants. inclided
as an exhibit 1o Enron's Annual Report on Form 10-K for the year anded December 31, 1994, and
the estimates from the reports of that firm appearing in such Annual Repert, are incorporated by
raference harain on the authority of said firm as experts in patroleum engineering and In giving such
reports.
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APPENDIX A ;

Enron Oil & Gas Company

Common Stock
{par value §.01 per share)

£y

-

This Prospectus ralates to up to 11,000,000 shares of common stock, par value 5.01 par shara
{the "Commaon Stock™), of Enron Qil & Gas Company (the "Company™), which may be deliversd by
Envon Corp. upon mandatory exchange of the % Exchangeable Notes dus . 1998 (the
"Exchangeable Notes™) of Enron Corp., subjact to Enron Corp.'s right to deliver cash in llieu of such
shares. This Prospecius is Appendix A to a prospectus of Enron Corp. covering the sale of the
Exchangeable Notes (the "Exchangsable Notes Prospectus”). The Company will not recaive any of
the proceeds from the sale of the Exchangeable Notes or the delivery of shares of Common Stock
upon mandatory exchange of the Exchangeable Notes at maturity.

Enron Corp. has granted the underwriters of the Exchangeable Notes s 30-day option 1o
purchase up to an additional 1,000,000 Exchangeabls Notes at the initial oMering price per
Exchangeabls Nots, lass the underwriting discount, which may be exchangeabls at their maturity for
additional shares of Common Stock. Such option has been granted solely to cover ovar-allotmants,

if any.

Concurrantly with the offering of the Exchangesbis Motes made by the Exchangeabls Motes
Prospectus (the “Exchangeable Notes Offering ™), Enron Corp. is offaring for sale 27,000,000 shares
of Common Stock (31,050,000 shares if the underwriters’ over-allotment options in such offarings
are axarcisad in full) in concurrent U.S, and international offerings (collectively, the “Stock Offer-
ings"'). The consummation of the Exchangeable Notes Offering is not contingent upon the consum-
mation of the Stock Offerings, or vice versa, o

On November 13, 1995, the last reported sale price of Common Stock on the Mew York Stock
Exchangs Composite Tape was $20% per share. See “Price Range of Common Stock and Cash
Dividends".

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE BECURITIES
AND EXNCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION MHOR HAS
THE SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES
COMMISSION PASSED UPOM THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS.

ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE,

The date of this Prospectus is . 1895,
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AVAILABLE INFORMATION

The Company is subject 1o the informaticnal requiraments of the Securities Exchange Act of 1934, as
amandad (the “Exchanga Acl”), and in accordance tharawith filas reports, proxy stalements and other
information with the Securities and Exchange Commission (the “Commission”), Such reports, proxy stale-
mams and other information can be Inspacted and copiad at the public referenca facilities maintainad by the
Coammission at Room 1024, 450 Fifth Strest, N.W., Washington, 0.C. 20549; and at the following Regional
Offices of tha Commission: Midwest Regional Office, 500 West Madison Streel, Suite 1400, Chicago, inois
G06&1: and Northeast Fegional Office, Seven World Trade Cantar, Sufte 1300, Mew York, New York 10048,
Copies of such material can also be obtained from the Public Reference Section of the Cammission at 450 Fifth
Sireat, N.W., Room 1024, Washington, D.C. 20548, at prascribed rates. The Company's Common Stock is
listed on the New York Stock Exchanga, Inc. (“NYSE"), and reporis, proxy slatemants and other information
concerning e Com can ba Inspactad and copied at the offices of the New York Exchange at 20 Broad
Sireat, Maw York, New York 10005,

This Prospectus constitutes & part of a Registration Statamant on Farm 5-3 together with all amendmants
and axhibits thersto, the “'Registration Statement”) filed Dy the Company with the Commission under the
Sacuritins Act of 1933, as amended (the "Securities Act”), with respect to the shares of Commaon Siock offered
hereby. This Prospectus does not contain all of the information set forth in such Registration Statement,
cartain parts of which are omitted In accordance with the rules and regulations of the Commission. Refarence
is made to such Registration Statemant and to thi axhibits relating théreto for further information wilth raspact
1o the Company and the shares of Comman Stock afferad hareby. Any statements contained harein concarmn-
ing the provisions of any document filed as an axhibil to the Fegistration Statement or otherwisa filed with the
Commission of incorporated by raference hargin ara not necassarlly completa, and in sach nstance referanca
ks made to the copy of such document 5o filed for 8 more complete description of the matter involved, Each
such statamant is qualified in its entirety by such ratarence.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

mCahplny'nArmﬂHMmme1H for the yesr ended Decamber 31, 1994, Quartarly Reporis on
Farm 10-0Q for tha qu.nmlndudldmha‘l,‘lﬂs. Jurwa 30, 18985 and Sepiemier 30, 1685 and the description
af the Common Stock contained in the Registration Statamant on Form B-A declared effective on October 3.
1080, are incorporated herein by raferance.

mhmmmwhmmmmmmsmiam 13(c), 14 or 15(d) of the Exchange Act
uuhmmmmhmmmmnmmmhmmmh of tha shares of Commaon
Stock pummmmmmbudummtﬂmwm huunhrummmhupurtMrnlﬁmm
date at filing of such document, Any gtatement contained herein or In & document all or a portion of which is
Inwrp-nramdmmbmlmwlmwuwmwmmhmmhmdﬂadmwrum
for purposes of this Prospectus o the -:umm-mmmntmmﬂnﬂhunyﬂhﬂ subsaquantly
ﬁhdummnlwhlmumlunrIudmnadmbalnmwahdwmmmrﬂhnﬂﬁnmwpmmm:h
smtmunr.w:wmmmmmmmumum,mummndlﬂadu
:umwm:mmmmm ;

The'Company will provide without charge 10 sach person to whom a copy of this Prospectus is dalivared.
on tha requast of any such parson, a copy of any or all of the foregoing documants incorporated herein by
referance, other than exhibits to such documents juniass such exhibits are spacifically incorporated by
raferance into the documents that this Prospectus incorporates). Requasts should be diractad to Secralary
Division, Enron Oil & Gas Company, at its principal anscutive offices, 1400 Smith Street, Houston, Taxas 77002
{tstephaone: 713-B53-6181).

N COMMECTION WITH THE OFFERING OF THE EXCHANGEABLE NOTES AND COMMON STOCK OF
THE COMPANY BY ENRON CORP., THE UNDERWRITERS MAY OVER-ALLOT OR EFFECT TRANSACTIONS
WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE EXCHAMOEABLE NOTES DR THE COMMOMN
STOCK OF THE COMPANY AT A LﬂELAMTﬂTmmm PREVAIL IM THE OPEN
MARKET, SUCH TRANSACTIONS MAY BE EFFECTED ON THE NEW YORK STOCK EXCHAMNGE, IN THE
OVER-THE-COUNTER MARKET OR OTHERWISE. SUCH STABILIZING, IF COMMENCED, MAY BE
DISCONTINUED AT ANY TIME.
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PROSPECTUS SUMMARY

Tha following is a summary of cerfain information comtained in this Prospecius, It is nof
intended to be caompiele and is guafed in its antirety by the more detailed informatian contained
dlsewhers in this Prospacius. Certan terms are defined in this summary under “Certain Defini.
fiong. " Capitaized terms which are not defined in fhis SUMM@ary are vsed 25 dalinad aisawhare in
this Prospectus.

The Company

Enron D4 & Gas Company (logether with ils subsidiaries, “the Company™) is one of the largast
independ@nt {non-integrated) oil and gas companies in the United States in terms of domastic
provad reservas. |t is angaged, diractly and through its subsidiarias, in the exploration for, and the
devalopment, production and marketing of, natural gas and crudae oil primarily in major producing
Basing in the United States, as wall as in Canada, Trinidad and India and to a lesser xtant, salaciad
other international areas. Al December 31, 1984, tha Company's estimated net proved natural gas
reserves wera 1,910 Bef and estimated net proved crude oil, condensate and natural gas liquids
reserves wera 37 MMBDI, a net increase of 8% and 78%, respectively, over yoar and 1983, The
Company has increased its reserves for six consecutive years, Al Decembar 31, 1994, approwi-
mately 70% of the Company's reservas (on a natural gas aquivalent basis) was locatad In the United
States, 16% in Canada, 11% in Trinidad and 3% in India. Al such date, approximataly 50% ol tha
Company's total proved reserves was ciassifisd as developed.

Whila yaar end reserve evaluations will not be available for some time, based on the results of
the Company's drilling program for the first nine months of 1995, it is expected that extansions,
discoveries and other additions to reserves for the year will exceed production for both Morth
America and Trinidad, as well as in total. Additionally, reserves acquired are expactad to substan-
tizlly axceod those sold, with the resulting replacemant of production from all sources axpactad to
excead 150%.

Businass Strategy. The Company’s strategy Is o maximize the rate of return on invastmant of
capital by controfling both operating and capitel costs and enhancing the certainty of fulure
revenues through the use of various markating mechanisms. This stralegy enhancas the ganaration
of both income and cash flow from sach unit of production and allows for the growth of production
on a cost-effective basis by optimizing the reinvestmant of cash flaw. Throwgh this strategy, the
Company has increased its net income in sach of the last five years, despite the volatile natural gas
price environment, and achigved a return on equity ranging from 8% in 1890 to 15% in 1984, For the
first nine months of 1995, net income increased 5% compared o tha same period for 1994

The Company refocused its 1995 drilling activity away from natural ges dallvarability and towarg
natural gas resarve enhancement and crude oil exploltation In the United States in rasponse o the
decline in United States natural gas prices in racent periods. The Company also is focusing on tha
cost-etfective utilization of advances in technology associated with gathering, processing end
intarpratation of 3-0 seismic data, developing reservoir simulation modals and drilling cperations
hrough the use of new andior improved drill bits, mud motors, mud additives, formation logging
tachniques and.raservoir fracturing metheds. These advanced technologies are used, as appropri-
ate, hroughout the Company to reduce the risks associated with all aspects of oil and gas reserva
exploration, axploitation and devalopmaent,

The Company implemenis its sirategy by amphasizing the drifling of internally generated
prospects in order 1o find and develop low cost reserves. By lollowing this strategy, the Company
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has increased production in each of the last four years with a compound annial growth rate of
13.1%, while incraasing proved reserves approximately 32%, both on g matural gas eguivalant basis,
Frar 1884, net equiva'ent production reached a nerw high of 307 Bole, an incragse ol 9% cver 1993,
Matural gas production in 1984 averaged approximately 748 MMcf per day, which raprasants an
increase of 8% over 1993, Crude ofl and condensate production avaraged 12,6 MEDI per day in 1994
which represents an incraase of 42% over 1993, Natural gas production for the first nine months of
1985 avaraged 719 MMcf per day, down 24 MMcf per day from the first nine months of 1994, Lower
velumes in 1995 reflect the voluntary curtailment by the Company of United States production at a
higher rate than in 1994 because United States natural gas prices wers down by 26% period to
periog, the impact of the sale of reserves and related assels and the sffect of the raduction and
redirection of natural gas drilling activities early in 1395, Crude oil and condansate volumes for the
first nine manths of 1995 averaged 18.6 MBG| per day, an increase of 55% over the first ning maonths
of 1994,

Achieving and maintaining the lowest possible cost structure are also important goals in the
implamentation of the Company’s strategy. Over the last five years, the Company has reduced total
cash operating expensas, Including lease and well, ganeral and adminésirative, taxes othar than
income, and interest expenses from $.95/Mche in 1989 1o $.49/Mcle in 1994, g reduction of 48%. At
the same tima non-cash expenses (depreciation, deplation and amartization) have been reduced
from $.93Mche in 1989 to $.80/Mcfe in 1994, a reduction of 14%. For the first nine months of 1985,

cash operating expanses averaged §.56/Mcle comparad to $.50/Mcte for the first nine months of
1334 and non-cash expenses averaged $.68'Mcfe and 5.81/Mcte for the two pariods, raspeciivaly,

Consistent with the Company's desire to oplimize the use of its assets, the Company also
maintains a strategy of selling select oil and gas properties that for various ressons no longer fit into
future operating plans, or which are not assessed to have sufficient future growth potential and
when the economic value to be obtained by selliing the properties and reserves in the ground is
evaluated to be greater than what would be obtained by holding the properties and producing the
reserves over me. As a result, the Company typically receives each year a varying bul substantial
level of procesads related to such sales which procesds are available for general corporate use,
Froceeds from property sales in 1994 were $91 million ($71 milllon after tax) and In the first nine
months of 1995 ware $101 million ($77 milllon after tax).

Novth American Operafions. The Company's seven principal United States producing areas
are the Big Piney area of Wyoming, South Texas area, Easl Texas area, Offshore Gull of Maxico
area, Canyon Trend area of Wesl Texas, Pitchfork Ranch ares of New Mexico and Vemnal ares of
Utah. Properties in these areas comprised approximately 78% of the Company's United States
reservas (on & natural gas equivalent basis) and B5% of the Company's Unlted States net natural
gas daliverability as of December 31, 1994 and are substantially all operated by the Company. Tha
Company's other United States natural gas and crude oil producing properties are located primarily
in other areas of Texas, Utah, Mew Mexico and In Oklahoma,

At December 31, 1884, B3% ol the Company's proved United States reserves (on a natural gas
equivalent basis) was natural gas and T9% was crude ofl, condensat and natural gas liquids.
A substantial portion of the Company's United Statas nalural gas reserves Is in long-livad fialds with
wall-astablished production histories, The Company believes that opporiunities exist 1o increase
production in many of these fislds through contimued infill and other developmant drilling.

The Company also has natural gas and crude ofl producing properties located in Western
Canada, primarily in the provinces of Alberta, Saskatchewan and Manitoba. The Company producss
natural gas from sevan major areas and crude oil from three major areas. The Sandhills area in
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Southern Saskaichewan is the largest singhe progucing area, contributing 51% of Canadian delivar-
ability at September 30, 1995. Canadian natural gas defiverability net to the Company at Septembar
30, 15995 was approximately 70 Midel per day and the Company hald approwimately 350,000 net
undevelaped acres in Canada.

Outside North America Operations. The Company has operations olfshore Trinidad and India
and is conducting exploration in selected other IMernational areas. Propertias offshore Trinidad ang
Ingdia comprise 100% of the Company's currant reserves and production guiside of North America,
The Company's resarves at Decembar 31, 1994 included 236 Bel of natural gas and 12 MMBBI of
lsquids in these two areas. The Company's nel production from offshore Trinidad was appraximately
100 I-Ih.m:lpgr day of nalural gas and 6.2 MBbI per day of crude oil and condensats at Sapternber 30,
1%85. The Company's nat production from offshore India was dpproximataly 3.5 MBbl per day of
erude ol net to the Company at Seplamber 30, 1995, | addition, the Company is pursuing othar
exploftation opportunities in countries, including China, Mozambigue and Qatar, where indigenous
natural gas resarves have been identified, panlicularly where synergias in natural gas transportation,
processing and power cogenaration can ba optimized with other Enfon Caorp. affiliated companies.

Relationship Betwean the Company and Enron Comp.

All of the shares of Common Stock offered hereby and in the Stock Offerings are being soid by
Enron Corp., and the Company will receive no proceads from such salas, Concurrgntly with the
ottaring ol the Exchangeable Notes, Enron Corp, is offering for sale 27,000,000 shares of Camman
Stock (31,050,000 shares if the Underwritars’ aver-allotment opthions (p such Stock Offerings are
exarcizad in full). Following the consummation of the Siock Oftarings, Enron Corp, will own an
aggregate of 101,000,000 sharas of Common Stock or approximately 63% of the oulstanding
shares {or, assuming that the Underwriters’ over-ahiotment options in the Stock Offerings are |
exarcised in full, 96,950,000 shares of Common Stock or approximately 61% of the outstanding
shares). Al maturity, the Exchangeable Notes may ba axchanged for no more than 10,000,000
shares of Commen Stock (no more than 11,000,000 shares if the over-allotmant option of the
undarwriters in the Exchangeable Motes Offering is axercised in ful), subject to adjustment under
certain circumstances and to Enron Corp.'s option 1o pay an amount of cash in llsu of such
mandalory exchangs. Assuming the undarwriters' over-allotment options in the Stock Offerings and
the Exchangeable Notes Offering are exercised in full and the maximum number of shares is
mandatorily exchanged at maturity of the Exchangeable Motas, Enran Corp.'s remaining ownership
of Common Stock would be epproximately 54% of the outstanding shares. Any market that
develops in the Exchangeable Motas is kely to influance, and ba influenced by, the markat for tha
Common Stock, For axample, the price of the Comman Stock could becoma more volatile and coulkd
be depressed by possible sales of Common Stock by investors who view the Exchangeabla Notes
a5 a more atiractive means of equity participation in the Company and by hedging and arbitrage
activity that may develop involving the Exchangeabls Notes and the Comman Stock.

Meither the Stock Offerings nor the delivery of shares of Common Stock pursuant to the lerms
of the Exchangeabla Notes will atfect the axisting agresments betwean the Company and Enron
Carp. and their respective affiliates, except for the Tax Allccation Agreement which will cease to ba
offactive from the lime at which deconsolidation accurs {whan Enron Corp. ceases o own BOS. of
the outstanding shares of Common Steck) for fulure periods, but will remain in effect with regard to
pariods prior 1o deconsolidation. For issues not addrassad in the ofigingl agreement, the Company
has entered into a supplemantal agresment with Enron Corp. clarifying future potential adjustments
associated with the final settlemant on audit of taxes for periods prior to the deconsolidation. Tha
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Compary does not beliave that the cessation of consolidated tax reporting with Enron Corp. and
effactivarnass of the Tax Allocation Agreament concurrant with deconsolidation will have a matarial
advarsa alfect on its financial condition or resulls of operations. See “Relationship Batwean the
Company and Enron Corp.™

The nature of the respactive businesses of the Company and Enron Corp. and its affiliates is
such as to potentially give rise o conflicts of interest betwean the two companies. The Company’s
oparations account for substantially all of Enron Corp.’s natural gas and crude oil exploration and
production operstions. An affiliate of Enron Corp. has entered into an agreement to acquire a
canirolling interast in Coda Energy, Inc. (“Coda”), a company engaged in domastic ol and gas
sxplosation, developmant and production. Crude oll accounts for appresdmately B8% of Coda's
proved rasarves. At December 31, 1984, Coda reported estimated proved natural gas reservas of
39,808 MMc! and estimated proved crude oll, condensate and natural gas Bquids reserves of 38 207
MBbis, If the transaction is consummated, conflicts of interest could arise batween the Company
and Coda, See “Relationship Between the Company and Enron Corp. - Conflicts of Intarest.”
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Summary Financial and Operating Information

The following table sets forth a summary of selactad consolidated financial and operating data
fer the Company for sach of the five years in tha period ended Decamber 31, 1994 and for the nine-
month pericds ended September 30, 1984 and 1995, This information shauld ba read in conjunctian
with the consolidated financial staternents of the Company and related notes thereto iNCorporabed
by referance herein (see “incorporation of Certain Documents by Referenca™) and “Managemant's
Degcussion and Analysis of Financiel Condition and Fesulis of Operations”™ included slsawhers in
this Prospectus. Financial infermation for each of the five years in the period ended December .
1534 has been derived from sudited financial statemants. Financial information for e mirs- month
perods endad September 30, 1994 and 1995 has been derived from unaudited financial statemeants.
The integjm data reflects all adjustments which, in the opinion of the managemant of the Company,
ara ssary lo present fairly such information for the interim periods. Results of the ning-manth
periods are not necessarily indicative of the results axpected for a full yBar or any other interim
pariod.

Ming Monihe
- Yoar Ended December 31, Ended September 3,
1880 1801 192 1993 1054 1 1995

(in Thousands, Excapt Par Share Amounts and Opsrating Data)
Sistarment of Incoma Dwia

Nat operating reveruas(l)... § 403,137 § 4025BA § 480028 § SHI.020 F EISBEY 3 474040 § 482 42
Fcoma balond Mooma b HE14 4E 689 7B, B 112,273 183,935 128, 158 144,175

Mot incoma .. ... . T 45 468 47918 a7.580 138,025 147 288 105, 438 110,731
EBrmings ped Shans
a2 $30 s 883 $80 | sm $.50 $80
Avarags number of comemon
1 151,800 151,804 154,533 185,968 150, 245 159,828 185 951
Balsnce Shest Dxta
(ot pewiod endlc

Mab oll gnd gas propecties .. 50,305,138 §9, 000,888 1488011  §1 540,048 FLEBBNT  $1,837. 782 81843150

Total naset , . ... . 1417539 1455608 1700012 9811062 1,851,887 1855818  2.4909.971

Leng-temm debi
AtGate, ...l T e 132 B3 -5 = 0 P00 25,000 18,520
O ... i 140,442 289 558 150,003 153,000 188 337 158, 552 247 552

Dederrod rovenus .. ., . ..... - - 301 298 227,528 184,183 185,108 24,085

Sharahalders’ squiy ., . ..., 610,042 842,185 2608800 5XI0TI  104B418 1019712 1140208

Oparating Data;

Wallhaad Yoiumes and

Pricaes

Habsrad (Gaa Volumas (Ml -

o 455 4o 564 T4 Tdg 743 718

A Matural Gas Pricos

GE. ... ..., £1.51 $1.a7 $1.58 092 $1.82 §1.89 1.2
aabs Volumes
MBE! por darg) ... ..., B2 8.2 8.5 1] 12.8 120 184

Averago CrudeCondansain
Pricas {880l ........ ., 187 giare $i7.90 §18.a7 $15.82 §15.24 $16.77

(1) Net oporating revenues for the yesrs 1990 and 1981 and for the Srst nine monthe of 1994 hava bean revissd 1o includa
gaina freen sibes of ressrves and related asasts for comalatency vith GUFTBNt yodr ropoing.

{2) tn May 1994, tha Board of Directors declared & two-for-one al tha Commen Siack to be oMecied 8 8
ron-taatie dividend of ore share for sech shsme outstanding on May 31, 1 . Al share and per share amourts
prasantad hersin are reflected on & post-spiit bass.

() In August 1992, B Company complated the sale of 5.2 milion sheres of Common Stock in nid

uﬂhmmgﬂtn i"tmu!ﬂﬂrml&mrw--ﬂﬂﬁm1h
oompising the Sals MMWLmhmmﬁmmmrmﬂm
mmramwmhu-:drwahmnuummwwm.
r-l-]Il'm-llﬂHNH%ﬁéﬁﬂ“Mwﬂhﬂ;ﬂﬂ;ﬂ“ﬁﬂﬂyhTmmhmmmm
aadad dalivarad u Tarma af & volurrssirio produecion ymadt agroemant afectio
ﬂch:lml 1982, as amanded - *

(3] Inchades an Iﬂﬂ-ﬂ'ﬁllﬂvmnﬂl?{l Bicd idn 1892, 51 57 par Rbcl In 1090, §1.27 par Mcl in 1994 and
:1ﬂmm:%mnmmmﬁummmrmimw-m.mp' , far the
wiiamas describad im noba (4), rel of irensponation costs,
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Summary Qil and Gas Reserve Information

Tha fallowing table sets forth summary information with respact to the Company's estimates of
its nat proved natural gas, crude oil, condansata and natural gas liquids resarves at Dacembas 31,
1884, For sdditional iInformation relating 10 reserves, see “Business - Oil and Gas Exploration and
Production Proparties and Resarves,”™

Hakural Hatural Qa8
Gas Equbvaleris (Bole)
(Bef) m Developad  Lindavaiapad
Mat proved resarves at Decambar 31, 1854:
United Gftas . ... ... .., 1,307 17,787 1,229 185
Canada ... ... ee i rm i ar 297 7237 A30 10
L 208 4,429 233 -
L 28 7585 48 28
Total 1,838 3r.038 1,838 224

Reserve amounts sat out above have been revised io exclude wolumes attributable o a
wolumatric production payment from owned resarves.

The Company’s estimates of iis net proved natural gas, crude ofl; condensate and natural gas
liquids reserves &l December 31, 1994, Including amounts attributable to a volumetric producton
paymani, ara shown balow, This disclosure iz prasented as additonal information and is not
imtanded to mp-rum'lt raquired disclosure pursuant to Statement of Financlal Ammthg Standards

("SFAS") No. 89 - "Disclosures about Ol and Gas Producing Activities."”
Nartursi ey
Qe __ Equivelants (Bcfe)
@ch (W) Developed Undeveioped
Met proved reserves Bt Decembar 31, 1984,
Py lrrlﬂlunl‘lll'l"hl.ﬂlhlltn'u'ﬂm
production payment:
Lnited States .......... R 1,378 17,787 1,300 185
Canadl . .....oon i i iaa i 297 T.2ar 330 10
Trinddad . . oo oot it i maa e 208 4,479 233 =
Imdia 29 7.585 [T st
] - | [~ 3 | | 37.038 © 1909 224

(1) Includes crude off, condensate and natural gas liquids.
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Certain Dafinitions

Uniess otherwise Indicated in this Prospacius, natural gas volumes are stated at the lagal
pressurs base of the state, area or country in which the reserves are located and at B0® Fahrenhait
Natural gas equivalants are detarmined uaing the ratio of 8.0 Mef of natural gas to 1.0 barral af
crude o, condensate or nalural gas liquids,

As usad herein, tha following terms have the specific meanings set out: “Mcf”’ means thausand
cubic Test, "MMcf” means million cubic fest, "Bef” means billion cubic feet, "Bbl” means barrai,
"MBE!" means thousand barreds, “"MMBBI” means milion barrels, “Mcle” means thousand cubic
fesl equivalent, "MMcle” means milllon cubic feet squivalent, “Befe” means billion cublo Test
equivalent, “MMBtu" means malicn British thermal units, “BBIW" means billion British thermal units
and T means trillion Brilish thermal units.

With respaect to information on the Company's working interest in wells or acreage, “net’” ail and
gas walls or acreage are determined by multiplying “gross™ oll and gas walls or acreage by the
Company's working interast In the wells or BCreage.

"Exploration and developmant expanditures” include costs associated with exploratory and
development drifing (including exploratory dry holes). leasehaold acquisitions, seismic data acquisi-
tlons, geological and land related ovarhead expenditures, delay rentals, Procucing propany acquisi-
lions, capitalized interest and other miscellanaous capital expanditures. “"Tolal finding costs"” is the
ratic of total exploration and development expenditures to ressrves added as a result of the drilling
and acquisition program. Aeserves added include the total net natural gas equivalent voluma of all
natural gas. crude o, condensate and natural gas liguids added from axtensions, discovedias and
other additions, purchases in place and revisions of previous astimates,

“Infill driling” means driling for the development and production of net proved undevalaped
FESarvas,
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USE OF PROCEEDS

The shares of Common Stock of the Company being offered hereby and the Exchangeable
Motes are being sold by Enron Corp. Accordingly, the Company will not receive any of 1he procesds
from the Stock Offerings or the sala of the Exchangeable Notes or delivery of shares of Commaon
Stock pursuant therato,

PRICE RANGE OF COMMON STOCK AND CASH DIVIDENDS

The following table sels lorth, for the periods indicated, the high and low sale prices par shara
‘or the Common Stock, as reportad on the New York Stock Exchange Composite Tape, and the
amount of cash dividends paid per share. The 1983 and First and Second Cuarter 1994 sales prices
and£ash dividends per share have been restated io reflect the two-for-one stock split on May 31
1094,

n

Prica Rmngs
1883
FlIrst Quarier. . ........ .. ... .. i iiiiiiiinnrinnne, .. $2031 $1338 500
L= T T - 2881 19.88 03
Fourth Cluarner .. ........ ..o iiiiiii i iiiiniiinnesn.. 2TDD  17.08 Jna
1554
R T - §2375 $19.31 %09
e T 2483 2238 Rix]
Third QUAFF . ... ... . ... .ttt iieininininnnnae. 2300 1850 1]
Fourth Quarer ... .......... .c0iiiciiiiiiinieonnnnnnnn.., 2276 1738 03
1895
First CuBrer. . ... ........ciiiiiiiiiinniinnnninnnees.... 52488 $17.12 503
e T T T .S T <]
Fourth Quarter (through NMovember 13, 18858)................ 22,75 18.75

See the cover page of this Prospactus for the last reported sale price of the Common Stock on
tha NYSE as of a recent data.

As of November 1, 1895, there were approximately 270 record holders of the Company's
Common Stock, including individual participants in security position listings. There are an estimated
5,100 beneficial owners of the Company's Common Stock, including shares held In sireet name.

; Following the initial public offering and sale of its Comman Stock In October 1989, the Company
pald quarterty dividends of $0.025 per share beginning with an initlal dividend paid in January 1990
with respect to the fourth quarier of 1989. Beginning in January 1993 with respact to the fourth
quarter of 1982, the Company has paid quarterly dividends of $0.03 per share. The Company
currently intands to continue to pay quartarly cash dividends on its cutstanding shares of Comman
Stock, However, the determination of the amaunt of future cash dividends, if any, 1o be declared and
paid will depend upon, among other things, the financial condition, funds from pperations, leval of
exploration and development axpendiiure opportunities and future business prospacts of tha
Company.
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BUSINESS

General

The Company. 3 Delaware corporation organized in 1985, is engaged, aither directly or through
a marketing subsidiary with ragard o domestic operations or through various subsidiaries wilh
regard to intermational operationg, in the exploraton for, and the development, production and
marketing of, natural gas and crude oil primarily in major producing basins in tha United States, as
wall as in Canada, Trin'dad and India and to a lesser extent. selacted ather intarnational areas At
December 31, 1334, the Company's estimated net proved natural JES resarves wara 1,910 Bel and
estmated net proved crude oil, condensate and natural gas fiquids reserves were 37 MMBBI. At
such date, approximately 70% of the Company's reserves (on a natural gas equivalent basgis] was
loceted In the Uniled States, 16% in Canada, 11% in Trinidad and 3% in india,

The Gompany pursuas its oil and gas exploration and development operations primarily by the
acquisition, through various means including but nat limited 1o leasing. purchasing and farming-in of
acreage that is elther undeveloped or lightly devaloped, and drilling of internally generated pros.
pecis. The Company also maintains a strategy of selling selected ol and gas proparties that, for
various reasons, no longer fit into futere operating plans or which are not assessed lo have
sufficient future growth polential and when the economic value 1o be cbtained by salling the
properties and reserves in the ground is evaluated to ba greater than what would be obtalned by
holding the properties and producing the reservas over time. As a result, the Company typically
recslves each year a varying bul substantial level of proceeds related 1o such sales which procesds
are available for genaral corporate use.

Exploration and Production
North Amenican Operations :

The Company's seven principal United States producing areas are the Big Pinay area, South
Taxas area, East Texas area, Offshore Gulf of Mexico area, Canyon Trend area, Pitchfork Ranch
area and Vermal area. Proparties in thesa areas comprised approximately T78% of the Company's
United States reserves {on a natural gas equivalant basis) and B5% of the Cormpany's United States
net natural gas deliverability as of December 31, 1984 and are substantially all opsrated by the
Company. At Septembar 30, 1995, properties in thesa areas comprised approximately 87% af the
Company's United States net nalural gas deliverability. The Company’s othar United States natural
gas and crude oil producing properties are located primarily in other areas of Texas, Utah, Maw
Mexico and in Okdahoma,

Al December 31, 1994, 83% of the Company’s praved United States reserves {on a natural gas
squivalent basis) was natural gas and 7% was crude oll, condensate and natural gas Bquids. A
substantial portion of the Company’s Unlled States natural gas reserves is in longlived fialds with
wall-astabiished production histories. The Company believes that opportunites exist to increase
production in many of thase fislds through continuad Infill and other development drilling.

The Company also has natural gas and crude oil producing properties located in Westem
Canada, primarily in the provinces of Alberta, Saskatchewan and Maniloba,

Piney Area. The Company’s largest reserve accumulation is located in the Big Piney area
in Sublette and Lincoln counties in southweasiern Wyoming. The Cempany is the holder of the largest
productive acreage bass in this area, with approximately 219,000 net acres under leasa directiy
within field Bmits. The Company operates approximabaly 850 natural gas walls in this ared in which it
0wns @ 91% aversge working interest. Deliverias from the area net to the Company averaged
124 MMe! per day of natural gas and 1.5 MBbI per day of crude oil, condensate, and natwal gas
liquids in 1984, At September 30, 1995, natural gas deliverability net to the Company was approxi-
mataly 138 MMcd per day.

The current principal producing intervals are the Frontier and Mesaverde formations. Tha
Frantier formation, which occurs at 8,500-10,000 feet. contains approximataly 85% of the Com-
pany’s currant Big Piney reserves. The Company drilled 67 wells in the Blg Piney area in 1994,
Although natural gas drilling has been curtailed in this area during 1995 in responss to marks!
conditions, numerous drilling opportunities will be available for sevaral YRars,
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During the fourth quarter of 1985, the Company anticipates récording as proved undaveloped
raserves approximataly 1,100 Bef of methane contained, along with high concanirations of carbon
dinxide and nitrogen as well as small amounts of olhas gaseous substances, in the daep Wyoming
Paleczoic formation located under acreage leased by the Company and held by production in tha
Big Pinay araa. The Company i$ activaly pursuing ha consummation of a market or markets fram
savaral differant polential sources to fecilitete realizing tha value of thess reservas.

South Texas Ares, The Company's activibies in South Texas are focused in the Wicox,
Expanded Wilcox, Frio and Lobo producing horizons. The principal area of activity is in the Lobo
Trand which oceurs primarily in Webb and Zapata counties.

Tha Company operates approximataly 470 wells in the South Texas area. Production is
primarily from the Lobo sand of the Wilcox formation at depths ranging from 7,000 to 11,000 fast
The Gempany has approximately 250,000 net acrés undar sase in this ares, Natural gas dalivarias
net to the Company averagad 181 MMcl per day in 1994, At September 30, 1995, natural gas
daliverabdity from this area net to the Company was approximately 150 MMct par day which was
impactad during 1985 by the sale of selected properties. The Company drilled 56 welis in the South
Texas arsa in 1894 and anticlpates an active driling program will continue for several yaars

East Texas Area. Tha Company's activities in the East Texas area are primarily in the
Carthage field, located in Panola County, and the North Millon fleld, located in northern Harris
County.

Tha Carthage field is the Company’s nawes! area of concentration. This fleld is one of the most
prolific fislds in east Texas with production primarily from the Cotion Valley, Travis Paak and Paitit
formations. In 1995, properties were acquired that doubled the Company's acreage position to
17,000 acras. An active drilling program is plannad for the remainder of 1985 and for several yaars.
The Company has an average 71% working Interest in lts holdings. The Company has continued its
activity in tha North Mitton fisld where it now operates 19 walls and holds & 100% working Interast in
the acraage. Further drilling is planned for 1996, At Saptembaer 30, 1895, deliverability from the East
Texas area was approximately 35 MMcf per day of natural gas with aimost 1.0 MBbI per day of
condensate, both net to the Company. ' .

Offshore Guif of Maxico Area. At Saptambar 30, 1985, the Company heid an interest in 181
blocks In the Offshore Gulf of Maxico area totaling 561,000 ret acres, Of the 191 blocks, 133 are
operated by the Company. Thase interests are located pradominantlty in. tederal waters offshora
Texas and Loulsiana, During 1995, the Company acquired a 50% Irlerest in operations previously
owned by Santa Fe Minerals complamenting previously cwned interests and adding significantly 1o
the Company's offshore operations. Natural gas dellveries from this area averaged B3 MMct par day
mringWHm:tHBMm“dqmmﬁmmrﬂmmﬂimmﬂtmmmw.A
substantisl portion of such deliveries was from interests in the Melagorda trend with gignificant
volumes also coming from the Mustang lsland area. Daliverability from this area al September 30,
1095 was 160 MMol per day net to tha Company sourced principally as noted above. The Company
has-maintained an active drilling program in this area during 1984 and 1895 and anticipates a similar
program o continue for savaral years.

Canyon Trend Area. The Company's aciivities in Whis area hawve Dean concentrated in
Crockati, Sutton, Tarrell and Val Verde Counties, Texas whara the Company drilled 331 natural gas
walks during the pariod 1892 through 1994, The Company holds approximately 81,800 net acres and
now operates approximately 500 nalural gas wells in this area in which it owns a 97% average
working interest. Production is from the Canyon sands and Strawn limestone at depths from 5500
ko 11,500 fsal. In 1994, natural gas deliveries from this area net to the Company averaged 55 Mhci
per day. At September 30, 1995, natural gas deliverability from this area net to tha Company was
approximately 54 MMcf per day. The Company has maintained an active drilling program in the
Canyon Trend ares during 1985 and expects a similar program to pontinee fof Several years.

Pitchfork Ranch Flsld. The Pitchiork Ranch field located in Lea County, Mew Mexico,
produces primarily from the Bone Spring. Aloka and Mesrow formations. In 1984, dalivarias natl 1o
the Company from this area averaged 35 MMt per day of natural gas and approximately 2 MBbI per
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day of crude of, condensate and natural gas lguids, At Seplember 30, 1985, dalivarability from fhis
area nel 1o the Company was approximately 32 MMcf per day of natural gas and 3.6 MBUbI per day of
crude oil, condensate and natural gas liquids. The Company hodds approximataly 27,900 net acras
and expects to maintain an active drilling program in this field for several years,

Vernal Areg. In the Vernal area, located primarlly in Uintah County, Utah, the Company
operatas approximately 195 producing wells and presantly controls approximately 79,000 net acres.
For the first nina months of 1895, natural gas delivarias net to the Company from the Vernal area
averaged 24 MWMcf per day which represents deliverability. Production 15 from the Grean River and
Wasatch formations located at depths betwesn 4.500-8,000 feet. The Company has an average
working interast of approximatelly 60%, Tha Company drilled 20 wells in the Vemnal srea in 1994 and
has maintainged a comparable drilling program during 1985,

Casgda. The Company is engaged in the exploration for and the devalopment, production and
marketing of natural gas and crude oil and the operation of natural gas processing plants in wastarn
Canada, principally in the provinces of Alberta, Saskaichewan, and Manitoba. The Company
conducts operations from offices in Calgary. The Company produces natural gas from seven major
areas gng crude ol from three major areas. The Sandhills area in Southern Saskatchewan is the
largast single producing area whare 160 wells wera drillsd in 1994 resulting In defiverability net 1o
the Cempany from the field of approximately 38 MMcf per day at December 31, 1994. Canadian
natural gas daliverability net to the Company at September 30, 1595 was approximately 70 MMcf
par day and the Company held approximately 350,000 net undeveloped acres in Canada. The
Company expects fo maintain an active drilling program in Canada for several years.

Dutaide North Amarics Operations _ :

The Company has cperations offshore Trinidad and India and is conducting exploration in

salected other international areas. Properties offshore Trinidad and India comprised 100% of the
Company's proved reserves and production outside of North Amarica at year and 1594,

Trinidad. In Novernber 1532, the Company was awarded a 95% working interes! concession
in the South East Coast Consortium (“SECC") block oMshore Trinidad, encompassing three
undevedoped fislds, praviously held by three government-owned energy companias. The Kiskpdes
field has been developad, the Ibis field is undar developmant and the O Bird fiald is anticipated to
be devaloped over the next three to five years. Existing surplus processing and transportation
capacity at the Pelican field facilittes owned and operated by Trinidad and Tobago governmant-
ownad companias is being used to process and transport the production. Natural gas s baing sold
into the local marke! under a take-or-pay agreement with the National Gas Company of Trinidad and
Tobago. In 18994, deliverias nat to the Company avaraged MMct per day of natural gas and
2.5 MBbl per day of crude ol and condansate. At September 30, 1885, deliverabiity net 1o the
Company was approximately 186 MMcf per day of natural gas and 8.0 MBbls per day of crude oil
and condensate. The Company's net production from offshore Trinkdad was approximatsly
100 MMct per day of natural gas and 6.2 MBbI per day of crude ofl and condensate at Septambar 30,
1835. The Company held approximately 71,000 net undeveloped acres in Trinkded, |

The Company recently has baen awarded the right to develop the Lia) block adjacent to the
SECC block and is presently negotiating the terms of a production sharing contract with the
Govarnment of Trinidad and Tobago,

India. In Dacember 1994, the Company signed sgreements covering profit sharing, joent
cperations and product sales, and was granted a 30% working interest in, the Tapl, Panna and
Mukta biocks located offshore Bombay, India. The Company s designaled oparator of all thrae
areas. The blocks were previously oparated by the Indian national ofl company, Ol & Natural Gas
Corporation Limited, which retained a 40%% working intarest. Tha 383,000 acre Tapti Block containg
two major proved gas accumulations dalineated by 22 expendable axploration walls thal have baan
plugged. The Company has initiated a development plan for the Tapti Block accumulations, The
106,000 acre Panna Block and the 192,000 acre Mukia Block are partially developed with 30 wells
producing from five producing platforms located in the Panna and Mukta fislds. The flislds were
producing approximately 3.5 MBbI per day of cruda oll net to the Company as of September 30,
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1995; all associated natural gas was baing Rared. The Company intends 1o continua devalopmant of
the accumulations and to expand procassing capacity io allow crude oil production at full deliver-
abdlity @s wall as 1o parmit natural gas sales.

Cther intemational, The Company conlinues to avaluate other selected conventional nafural
gas and crude oil opporiuntias outside Morth America. The Company is pursuing othar exploitation
opportunities in countries where indigenous natural gas reserves have been identified, particularly
winhera synargies in natural gas fransporiation, processing and power coganaration can be optimized
with other Enrcn Corp. affiiated companies. In early 1985, the Company and the Qatar Genaral
Patrolaurmn Corporation signed a nonbinding ketter of intent concarning tha possible developmant of
a liguefied natural gas project for natural gas to be produced from the North Doma Fiald, The
Company and Enron Corp. may jointly hold up to a 40% working interest in the joint veniure and drill
and develop 0-be-agreed-upon reservas. In addition, the Company signed |atters of intent in early
19595 wisk the National Oil Corporation of Uzbekistan, and Gazprom, the Russian natural gas
company, 1o pursua the feasibility of joint wanture developmant and marketing of previously dis-
covared conventional hydrocarbon reserves in Uzbekistan. The Cofmpany is also in discuessions
concaming tha polentisl for conventional ol and gas development opportunities in China,
Mozambigue and Qatar, The Company holds nonoparating working inlérests in bwo conventional oil
and gas exploration prospects in the UK. North Sea.

The Company confinues evaluation and assessment of its international opportunily portiolio in
the coalbad mathane recovery arena, Including projects in South Wales in the UK., the Lomaine
Basin in France, Galilee Basin in Queensland, Australia and Hedong basin in China.

Markating
Wallhead Markeling

The Company's Morth America wallhead natural gas production is curmently being sold on the
spot market and under long-term natural gas contracts at markel rasponsive prices. In many
instances, the long-term contract prices closely approximate the prices received for natural gas
being sold on the spot markel. Wellhead natural gas volumas from Trinidad are sold at prices that
are based on a fived price schedule with annual escalations. Natural gas volumes In India will be
sold to the Gas Authority of india, Ltd. under a take-or-pay contract et a price linked 1o a basket of
world market fusl oll quotations with floor and ceiling limits. Approximataly 45% of the Company’s
wallhead naturel gas production is currently being sold to pipeline and marketing subsidiaries of
Enron Corp. The Company beliaves that the terms of its transactions and agreements with Enron
Corp. andior its affiliates are and intends that future such transactions and agreemants will be at
isast as favorable to the Company as could be obtained from third parties.

Substantially all of the Company's welihead crude ol and condensate is sold under short-tarm
gontracls 8l market rasponsiva pricas. ;

Envon Oll & Gas Markating, Inc. (“EOGM") is a wholly-owned subsidiary of the Company
sngaged In various marketing activities. Both the Company and EOGM contract to provide, under
short and long-term agreemants, natural gas to various purchasers and then aggregats the neces-
sary supplias for the sales with purchases from various sources including third-party producers,
marketing companies, pipelines or from the Company's own production, In addilion, ECHGM has
lmnmmudlmluthnudwnumlumﬂnMMthmnhmuh1mﬂu1unﬁﬁunﬂuuﬂwimnﬂu
gathering business on a strategic basis. Both the Company and EOGM utilize other short and long-
tarm hedging and trading mechanisms including sales and purchases utiizing NYMEX-related
amnmmmynuﬂﬂttuﬂimhn;JMIﬁIHHBaﬁhﬂlllﬂwmnIMhIHﬂﬂmudHﬂhcnmnmﬁﬂ
affiliated with Enron Corp. These marketing activities have provided an affective balance in manag-
ing the Company's exposura to commodity price risks far both natural gas and crude oil and
mmnnumnuuﬂulﬂpmun.sma“Mmmmﬂmuw:DunnahwandnnﬂwhlﬂFhmmﬂiCuMMmr
and Resulis of Operations - Capital Resources and Liguidily - Hedging Transactons,”
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Wellhead Volumes and Prices, and Lease and Wall Expansas

The folgwing table sets forth centain information regarding the Company’s walihead volumas of
and average prices for natural gas per Mel, crude ol and condansate, and natural gas liquids par
Bbl, and average lease and well axpenses per Mcte dediverad during each of the three years in the
perad ended December 31, 1994 and the nina-manth periods andad Septernber 30, 1954 and 1995

Ming Maoniha
Encind
_Yanr Ended Dscamber 31 mibar 30,

e T

Volumes (per “F'!‘ME”

Matural Gas
United States(1) ...... . ... ... .. ... .. 534 549 614 509 534
sBamada .............. ... .. .. .. " a0 58 72 T 75
Trimickad .. ... ... = 2 B3 [} 110
Totalt}. .o 254 T08 748 _ 743 _ 719
Crude Ol and Condensata {MBbl)
United Stales . ....................... 6.3 6.6 a.0 7.5 8.1
Camada ........ ..... ... ... ..., 22 2.2 2.0 1.9 24
Trinidad . - - N | 2.5 28 48
T 1 - - R - 23
Toldl. ..o B.5 8.9 128 12,0 18.8
Natural Gas Liquids (MBbI) -
United Stelas .. _.......... | 2 3 2 1.2
Canmda . ...... . c0iiiiii e, 4 A4 4 5 A
Total . . T ] 7 T 1.5
l“ m‘ T S | - i ) | ]
] I G“Etltnﬂg‘} 5 1 5197 $1.71 % 1.79 %
mibed States{d) .. ... ..., ... . ..., 1.8 1.897 1.71 1, 1.33
Canada ......... 1,18 1.34 1.42 1.51 95
Trinidad e - B9 93 a3 a7
Composite(@) ... .................... 1.58 192 1.82 168 1.23
Crude Qil and Condansate [$/Bbi)
Uinited States ., ... $18.28 $16.96 $16.068 51564 $17.20
CanBodd ....... i, 1680 1483 1405 1372 1631
Trinidad . .. ... .. = . 1438 1580 1520 16.18
India. ..., - = 1570 = 16,82
Composite . ................c......, 1780 16837 1582 1524 18.77
Natwral Gas Liquids ($/Bbi)
United States ........................ $11.58 51185 $12.45 $1250 %1178
Canadd ................ocovvveen... 10,05 0.48 B.45 T.88 8.68
Composte ... ........connvnnnn.. 1088 11.12 8.50 943 11.27
Loase and Well Expenses ($/Mcfa)
United States ....._.................. $ 20 § 18 5 19 § 19 § 20
Canada _............ccccevvvrnnnn... 50 48 A4 a5 a5
Trinidad . ... = 1.48 AT A5 14
e - - 13 - 1.59
Composibe . .............00iiennnn. 22 21 20 20 23

1} Includes 28 MMcf per day in 1992, 81 MMef par day in 1993 and 48 MMcf per day in 1594 and
“ln II‘LrIll nImmﬁMtndﬂﬂmhnﬁﬂ%.i mtﬂﬂmmtrn
volumetric production paymant agreament éffective October 1, 1982, as amended,

I Inchedes an avar uivalent wellhead value of $1.70 per Mcf In 1992, $1.57 per Mcf in 1993,

@ §1.27 pwmma‘?;ﬂqwﬂ.a! per Mcf and §.78 per Mcf In the riu-mmhp:mhdlm

Elpl!mhﬂll'mﬂﬂ. 1994 and 1995, respectively, for the volumes described in note (1), nat of
ansporia Costs.
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Other Matural Gas Marketing Volumes and Prices

The following table sats forth certain information regarding the Company's volumas of natural
gas daelivered under other marketing and volumairc production paymant arrangaments, and result-
ing average per unit gross revenue and per unit amortization of delerrad revenues along with
associaled costs during each of the throa years in the period andad Decembar 31. 1934 ard the
ning-month periods endad September 30, 1994 and 1985,

Your Ended Decembaes 31, Faplamber 30,

1982 1083 e 19 198S
Volumes (MMcf par :ha]r}ﬂg e e 255 293 324 az7 268
Ave Gross Revenue (SMcfN2) ... ... ....... $ 262 $ 257 $238 5241 § 147
Associated Costs (SMeDENA) . ... ............. 109 232 208 _ 213 _ 149
Margin #Maf) . ..o e $063 $025 $032 $028 5038

(1) Includes 28 MMc per day in 1992, 81 MMcf per in 1933 and 48 MMgf per day in 1934 and
in the nine-month periods ended Septamber 30, 1984 and 1985 deliversd under the terms of
vqlmnr;mn produsction pEymant exchangs agresments eflective Oclober 1, 1332, as
BrmMa .

(2) includes per unit deferred revenus amortization for the volumes detailed in note I:rjcil gl an
aquivalent of $2.51 per Mcf in 1992, $2.50 par Mcf in 1993, 52.48 per Mcf in 1994 and $2 48
per Mcf and $2.47 per Mcf in the nine-month pericds ended September 30, 1994 and 1985,
Fiag pactively.

(3) Includes an average value of $2.37 per Mcf in 1992, £2 20 per Mef in 1993, $1.92 per Mcf in
1884 and $1.99 per Mcl and $1.50 par Mcf in the nine-month periods ended September 30,
1994 and 19085, reapactively, inchedi aweraiqa aquivalant wallhead valsa, amy
transportation mumdamm?omuﬂn.fmﬁw volumes detallad in note (1).

{4) Including transportation and axchangs differentials. "
m-m@-hmmmmmmm

The following tables set forth the Company's net proved and proved developed reserves al
Decamber 31, 1893 and 1994, and fthe changes in the nat proved reserves for the year 1994 as
estimated by the Company's engineering staff. The additional disclosures that include volumes
aktribuiable to a volumedtric production payment sat forth in the following tables are presanted as
additional Information and are not Intended to represent required disclosure pursuant 1o SFAS
Mo. 69 — "Disclosures about Ol and Gas Producing Activities.”

: United States  Cansde  Trinkisd  Indls Total

Natural Gasg (Bef)
Met proved reserves at December 31, 1983 1,313.2 271.0 10056 - 18847
Additional disclosures:

.. Volumes attributable to volumetric
production paymant

.............. B7 5 - - - 8BS
Nat resarvas al I'.‘Inlmhr a, |
1 , including volumes butable o
volumetric production payment. .. ...... 14007 2710 1005 - Lr2z
MHat ﬁ.m“ resarves at December 31, 15943 1.31?.?} 2.0 "1’_9;5 - '.,m::;.;]
visions of previous estimates ...... 7. {6.5) = :
Purchases in place . .. .. ... .coaven 188 9.2 = 293 573
Extansions, ard othar
BOHHONME .....cc0cccmnrnraeronn 233.8 502 1138 - Egﬁ;
Sales N pIACE . . ... i ey - N = = |
Produetion . . .. .....ocaiereaiiiins (212.0) _;ﬁ 23.2) - _(2615)
Mat proved reserves at December 31, 1954 1,307.4 256.4 _enu 293 18395
iCantinuad on mext page)
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