MINUTES
MEETING OF THE FINANCE COMMITTEE
OF THE BOARD OF DIRECTORS
ENRON CORP.
OCTOBER 6, 2000

Minutes of a meeting of the Finance Committee (“Committez”™) of the
Board of Directors of Enron Corp. (“Company™), noticed to begin at 10:00 am.,
E.D.T, but actually begun at 10:35 am., ED.T.. at The Breakers, Ponce dz Leon
111 Ballroom, Palm Beach, Florida.

All of the Committee members were present, either in person ar by
telephone conference connection, where each member could hear the comments of
the other panicipants and join in the discussicn, as follows:

Mr. Herbert S. Winokur, Jr., Chairman
Mr. Robert A. Belfer

Mr. Norman P. Blake, Jr.

Mr. Roante C. Chan

Mr. Jerome J. Meyer

Mr. Paulo V. Ferraz Pereira

Mr. Frank Savage

Mr. John A. Urguhart

Directors Duncan, Gramm, Lay, LeMaistre, Mendelsohn, and Skilling,
Messrs. Richard B. Buy, Richard A. Causey, Andrew S. Fastow, Ben F. Glisan,
Jr., David B. Gone, Mark E. Koenig, Theodore R. Murphy, and Joseph W. Sutton,
and Ms. Rebecca C. Canter, all of the Company or affiliates thereof, and Mr.
Richard N. Foster, of McKinsey & Company. Inc., also attended the meeting.

The Chairman, Mr. Winokur, presided at the meeting, and the Secretary,
Ms. Canter, recorded the proceedings.

Mr. Winokur called the meeting to order, noted that a draft of the muinutes
of the meeting of the Committee held on August 7, 2000 had been distnbuted (o
the Commitiee members, and called for any corrections or additions. There being
none, upon motion duly made by Mr. Meyer, seconded by Mr. Ferraz, and carmed,
the minutes of the meeting of the Committee heid on August 7, 2000 were
approved as distributed.

Mr. Winokur called upon Mr. Fastow to present the Chief Financial
Officer’s repon, a copy of which is filed with the records of the meeting.



Mr. Fastow discussed the Company's current and projected key financial
ratios and stated that the ratdos were based on the current plan. He reviewed the
stock trading portfolio and noted that there were currently no open positions. He
presented a chart depicting the Company's interest rate sensitive items and noted
the dollar amounts at fixed and at floating interest rates. He stated thar the
Company had recently recalculated its cost of capital utilizing the cumrent estimats
of the equity cost component rather than the previous method, which wiilized a
historical calculation for the equity component. He noted that the new cost of
capital calculation would impact the pricing used by the Risk Assessment and
Control ("RAC™) group when determining the required rate of retum on potential
projects. He stated that if a project’s expected reurns where lower than the
Company's weighted average cost of capital of [7.17%. then additional
syndication or Jeverage would be necessary.

Mr. Fastow then discussed the Company’s private equity strategy and noted
that there would be continued significant capital investments by the Company,
some of which would not generate cash flow or eamings for a number of years.
He stated that this would necessitate syndication of capital investments if the
Company were to continue to grow. He discussed the Company's current total
assets and the total assets when unconsolidated affiliates were included. He then
noted that management was proposing transacting with a new private equity fund,
LIM3, and discussed the Company's rationale for transacting with the fund. He
reviewed LIM1 and LIM2, equity funds previously approved by the Board that
the Company was already transacting with, and noted the dates of formation, the
amount of equity in the funds, and the projects that the funds had invested in. He
then discussed how his role in the LYM funds could potentially create a conflict of
interest in that he negotiates for the LIM funds when they ars making investments
in the Company's transactions/business, he receives value from the LJM funds if
they perform well, and he must allocate a certain amount of his time to the funds.
He then discussed the mechanisms that had been put in place o mitigate any
potential conflicts inciuding: 1} his fiduciary responsibilities to the Company, 2)
the Office of the Chairman or the Board could ask him to resign from the LIM
funds at any time, 3) Messrs. Buy, Causey, and Skilling approve all transactions
between the Company and the LIM funds, 4) there is an annual Audit and
Compliance Committee review of the Company's transacuons with the LIM
funds, 5) a review of his economic interest in the Company and the LJM funds is
presented to Mr. Skilling, and 6) there is no obligation for the Company to transact
with the LJM funds.

Messrs. Causey and Skilling then discussed the benefits to the Company of
having the ability to transact with the LJM funds and Mr. Fastow discussed the
other investors in the LIM funds. Mr. Blake proposed that the Finance Committiee




also review transactions between the Company and the LM funds on a quarterly
basis and Mr. Winokur proposed that the Compensation and Managemen:
Development Committee review the compensation received by Mr. Fastow from
the LM funds and the Company. The Committes unanimously agreed to the two
proposals.

Mr. Fastow noted that in order (0 allow him to participate as the General
Partner of the LIM funds it would be appropriate for the Committee to recommend
to the Board the ratification of a decision by the Office of the Chairman that M:.
Fastow's participation in the LJM funds, with the noted conflict miugation
mechanisms in place, would not adversely affect the best interests of the
Company. Following a discussion, upon motion duly made by Mr. Blake,
seconded by Mr. Meyer, and carried the proposal was approved for
recommendation to the Board.

Mr. Fastow then called upon Mr. Glisan for the Treasurer's report, a copy
of which is filed with the records of the mesting.

Mr. Glisan reviewed the liquidity report as of Septemnber 20. 2000, noted
that the Company's total liquidity was currently over $7 billion, and stated that a
transaction recently completed would bring the total to approximately $8 billion.
He reviewed year-to-date investments and proceeds on sales of assets and noted
that during the year there had been fewer assets sales and more capital invested
than onginally planned. He commented on the financing activity that had
occurred since June of 2000 and the financings still to be completed before year
end. He noted that cenain turbine purchases, previously approved by the Board,
were requiring a significant amount of capital investment during the year. He then
reviewed the Company's outstanding letters of credit and noted that there was no
significant change since the last Committee meeting. He discussed the Company's
guarantee portfolio and stated that the significant increase in the volumes
transacted by the Company had led to related increases in required guarantees. He
then stated that there had not been any change in the Company's ratings by the
raung agencies,

Mr. Lay left the meeting following Mr. Glisan's presentation and Mr.
Winokur called upon Mr. Buy 1o present the Chief Risk Officer’s report, a copy of
which is filed with the records of the meeting.

Mr. Buy discussed the Company's Top 25 credit exposures and commented
on the exposure to Owens Coming, which had recently declared Chapter 11
bankruptcy. He also discussed a transaction thal was underway to reduce the
Company's credit exposure to TXU Euvrope Energy Trading Ltd. He reviewed the
current credit reserve and compared it 10 the required reserve. He then gave the
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Committes a brief update on the RAC group's foreign exchange project currently
underway and noted that it was scheduled to be completed in December.

Mr. Buy then gave a status report on the RAC group's review of Enron
Energy Services, LLC (“EES"). He discussed EES’s business and the different
ways it eamed money and he presented a summary of EES's net open commodity
positions, the associated Value-at-Risk (“VAR"™), and the mark-to-marke: credit
exposure. He then reviewed EES's outsourcing transactions and noted that there
were two components, demand side management and commodity price nsk,
associated with the transactions. He presented a chart depicung the capiual
expenditures made or projected to be made by EES and stated that improvements
have been made in developing projects but that actual project implementation was
lagging behind the original projections. Mr. Skilling joined him in answenng
questions from the Committee regarding EES’s capital expenditures and the
potential implication of the slowdowrn in project implementation on future
earmnings.

Mr. Buy then presented the Market Risk Update and discussed the retumns
each commodity group had eamed compared to the VAR it had taken. He then
presented the same information by business unit and specific commodity. He gave
an overview of the VAR backtesting and stress testing of the Company’s exposure
under “worst case” scenarios of 5% and 25% shifts in commodity prices. He
reviewed limit violations dunng July and August of 2000, noted that the RAC
group was working with the business units to reduce the number of viclations, and
discussed the reasons for the violations. He discussed the loss notifications dunng
July and August of 2000 and noted that there was a daily loss in the portfolio that
had required that Mr. Winokur be notified. Mr. Skilling joined him in a discussion
of the reason for the loss and commented that the loss was preceded by a number
of days of significant earnings.

Ms. Carter then distributed a supplement to the Chief Risk Officer’s repor,
a copy of which is filed with the records of the meeting. Mr. Buy presented a
summary of the Transaction Approval Process (“TAP™) including the number of
transactions that had been approved by the various levels of management and the
Board. He then reviewed the Company's annualized VAR versus trading profits
over the last six years and discussed the annualized VAR as a percent of trading
profits. He commented on the average daily VAR and the VAR limit as a percent
of market capitalization over the last six years and noted that during 2000 the
average daily VAR had more than doubled. He stated that management was
proposing an increase in the overall VAR and also recommending that a certain
amount of the overall VAR limit be deemed discretionary, to be allocated by
himself and Mr. Skilling to the business units/commodity groups. -



Mr. Savage left the meseting and Mr. Lay returned to the meeting following
the presentation.

Mr. Buy then discussed proposed changes (o the Enron Corp. Risk
Management Policy to incorporate the increased VAR, Following a discussion,
upon motion duly made by Mr. Femaz, seconded by Mr. Chan, and camed, the
proposed changes to the Enron Corp. Risk Management Policy presented at the
meeting were approved for recommendation to the Board.

Mr. Buy then discussed the proposed changes 1o the TAP, inciuding the
addition of a category of approval for the Office of the Chairman of the Wholesale
Energy Operations business unit, the ability of Messrs. Lay and Skilling 10 give
Mr. Buy verbal authority to sign on their behalf on transactions up to 325 mitlion,
and an updated region/business unit head listing 1o reflect recent reorganizations
or promotions. Following a discussion, upon motion duty made by Mr. Urquhart,
seconded by Mr. Belfer, and carried, the proposed changes to the TAP, as filed
with the records of the meeting, were approved for recommendation to the Board.

Mr. Winokur then called upon Mr. Glisan to discuss 2 proposed equity
derivatives authorization. Mr. Glisan noted that the Company periodically enters
into equity derivative transactions, including swap transactions, forward sales and
purchases. and options. He stated that to clarify the equity derivative resolution
curtently in place management was proposing some mMInor modifications. He
reviewed the modifications and, following a discussion, upon motion duly made
by Mr. Meyer, seconded by Mr. Belfer, and carried, the proposed equity
derivatives authorization was approved for recommendation to the Board.

There being no further business to come before the Commitlee, the meetng

was adjourned at 12:20 p.m.. E.D.T.
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MINUTES
MEETING OF THE FINANCE COMMITTEE
OF THE BOARD OF DIRECTORS
ENRON CORP.
October 11, {999

Miautes of 2 meeting ot the Finance Commines "Commiftee ™t of 1ne Dogre .-
Drirecters of Enror Coarp ("Company ). Rald pursuant fo sue notce at 4 30 rmow T
on QOctober 11, 1999 at the Znron Building in Houston. Texas

The following Commitiee members were presert CONSUIULNE 3 Juorum

Mr. Herbenn 3 Winokur, Jr.. Chairman
Mr Robert A Belfer

Mr Norman P Biake. Jr.

Mt Jerome J. Mever

Mr. John A. Urquhan

Comminee member Ronnie C. Chan was absent from the meeung  Directors hen
L Hamson. Kennsth L. Lav. Charies A. LeMaiswre. and leffrev K Skilling., Messrs
Richard B Buy. Richard A& Cauwsey. Andrew $ Fastow. David B Gone. Mark E
Koemg. Jeffrey McMahon. Theodors R Murphy. and loseph W Sunon. and M
Rebecza € Caner. all ot the Company ot affiliaies therea!. aiso attended the mewiing

The Charrmar. M. Winekur, presided at the mesting. and the Secretam . M\
Carter. recorded the proceedings

Mr. Winokur called the meeting 10 order and noted that a draft of nunutes of the
meeting of the Commintes held on August 9. 1999 had been distributed to the Comniites
mempers He called for anv corrections or additions. There being none. upon meten
Zuly made by Mro Mever. seconded by Mr Urquhart. and carmed. the sunutes ot the
meeung of the Commuttee held on August 9. 1999 were appros ed as distnbuted

Mr. Winokur called upon Mr. Fastow 1o present the Chiel Financial Officer <
report. Mr. Fastow reviewed the Company s nev financial ratios and long-term hahih
analysis. noting the m:x betwesn tined and floaung rate habilines and on-balance and oH-
balance sheet debt. He discussed the Compamy's stach tradme porttoho and noted
changes since the beginning of the vear  He reviewed the investments made vear-io-Jdate
by each business umit and compared them 10 the plan amount. He discussed the status of
caonal commitments vear-to-date and commented on the transactiions the Company had
taken or would be uking to tund the cash outilows and noted the impanance of tunds
flow to the Credit Raung Apencies. He distmbuted a handout on funds flow. a copy ot
which is fiied with the records of the meeting. He discussed 1ssues impacting tunds tlow
and how the Company was managmg funds tlow. including vehigcies currently 1n place



and the strategy for the future A copv of Mr Fastow’s report is Tied witk the recorde of
the meecung.

Mr. Fastow then updated the Commuitice on a financing smucturs aopros2d eatler
in the vear. LIM 1. and discussed the benefits that the Company had mcumed since tw
transaction closed on June 30. 1999  He rzcommended that the Compamy continue 1o
syndicate capital ivestments to adcsess the tunds flow issue He presented rrommzne-
concerming an unzffiliated invesimer: parmership. LIN 2 and discuss<ed the rarorale o0
henefits of the preposed partnersinp. He stated that e samrz-sup ozld ~osars
provids the Company with an zltemanve. optronal source of praie equiih 10 manazr -
investmeant portfohio risk. funds tow. and firancial rlexibilits . He noted than w wou.g ~e
actung as managtng partner ot LIM 2 and discussed hus roie m the LIM 2 parmnersaer and
how it wouid benetit the Company  He commented on the differences berween LING |
and LJM 2. the controis that would he put n place 10 manage ary transactians betnwzen
the Company and LM 2. the fund tees and promote. and any required disclosure  He
noted that the controls include review and approval of all wransactions hv the Cheet
ASccounning Officer and the Chier Risk Officer o' the Company  He stated that the i
and Compliance Commiriee would, on an annual hasis. review all mansacuans compicied
within the past vear and make any recommendations they deemed appropnate He noted
that the Company’s Conduct of Business Atfars Palicies (relaing 0 1ins estments and
nutside business nterests of etficers and emplovees) woutld proimbi Rim trom
narucipaung in LJM 2 as maraging partner due 10 lis positon 2z Exeviine Ve
President and Chief Financial Officer of the Company. absent aprropriaie reviews and
waivers tfrom the Board and a :inding that such participation does not adversels affec: the
nest interests of the Company  He asked that the Comminee recommend o the Buoard
that suchk review and findings be mace 0 this mstance to allow s paruciranon Messrs
Causey. Fastow. and Skilling answered questions from the Commires concerning thy
role of other pamners. the review by Anthur Andersen LLP ang he hoaselits 1w e
Company. which inciuded having another potennal buver of assers ang provider of
capual, of having Mr. Fastow ac: as managing partner Following 3 discusuwon. apen
maotion duiy made by Mr Mever, ceconded by Mr Blake. and camed. the propoced
wanner of tne aforemennioned pohies . inctudine tindings of ne adverse ertects o the bes
interests of the Company related to Mr Fastow’s imvolvement in LIN 20 was approved
for recommenaation to the Board A copy of Mr Fastow s repontis fileg with the recvras
of the mezung.

Me. Winokur called upon Mr MceManon to present the Treasurer < report Mr
McMahon reviewed the iquidits report and discussed financings that had occurted sinde
the August Commitiee meetney  He commernied orn tne current marke? higuiciy and the
potennial for disruption refated 1o vear-end  He reviewed the active letters of credit and
noted that the Company had significantlv increased 1ts avamlable capacity and iowered s
cost by utilizing surety bonds. 1ssued by insurance companies. 10 hieu ot ferters of credil
He discussed the guaranty portiolio and commented that Enron Energy Semace, LLC was
currently the largest user of rade guarantees 1ssued by the Company. He nowed that there
was no change in the Company’'c debt ratings. as determined by the Credit Ranng

s



Agencies. and added that he and Messrs. Fastew and Skilling had et with Moods s
Investor Senvices recently and formaily requested an upgrade  He upcated the Commutter
on the level and 1ype of financial support wnat the Compary had prosiced 1o Azury Com
A copy of Mr McMahon's report 15 filed with the records of the meeuny

Mr. McMahon then discussed the proposed “shel™ registranion siztement 1o ke
filed with the Securities and Exchanye Commussion ("SECT)  He roted thal per tie SEC
regulanions. the number of shares of common wtock registered for sale from rtime o o
pursuart to the current effective snelt regrstranion statemeat did not autontanzalls douk ¢
when the Company's two-tor-one stock split was affectad dunrg :he third quamer  Ho
stated thal the proposed resoiution was necessan 1o tngrzase ihe number of chares tha
could be offered and sold from time to time pursuant o the registranon staiements
Following a discussion. upon motion duly made by Mr. Belfer. scconded by Ay
Urquhart. and carried. the resolution was appros ed for recommendation 1o the Board

Mr. McMahon then discussed a proposed resoiution to allow a Special Commuiiee
of the Board. consisting of Messrs. Lav and Skilling. 10 approve the issuance and <aie o
up to S00.000 shares of the Company’s common stock 10 connection with acguisitions
He noted that Oregon law allows the tull Board of Directors to authonze 2 commintee w
approve the 1ssuance or saic of shares if the tull Board (1) approves a specitic maximum
number of shares 1o be issued and (2) designates the specific purpose tor which such
shares would be 1ssued.  He stated that this would enabie the Company o use smaii
amounts of stock to make relativety small acquisitions without having to bring the maner
before the full Board. Following 2 discussion. upor monon duly made by Mr Belter.
seconded by Mr. Urquhan. and camied. the resolution was approveg tor recomniendation
to the Board.

Mr. Surron ieft the meetung following Mr McMahon's report.

Mr. Winokur called upon Mr. Buv o present the Chief Risk Otficar s renent.
coov of which 15 filed with the records of the meeting. Mr Buy discussed the Compant '~
top 23 credit exposures. with specific emphasis on companies that did not 2ppear on the
list at the August 9. 1999 Commrntee meeung. He reviewed the Company ‘s current credit
reserve and compared it to the histoncal and required resenve. as calcuiated. He pave an
overview of the Company’s Restructunng Group and discussed the deals currenthy an the
group’s portfolio. the cnitena for transfermng assets into the group. and compicted
restructunngs. He reviewed the 1op and botom ten performing inmvestmenis and
discussed investments new 1o the lists since the last Commttee meenine  He ended his
presentanon With an overview of the amiatnes currently being undertaken dy the
Company’'s Risk Assessment & Control Group ("RAC Group™  He calied upon Mr
Murphy to pive a market nsk upcate.

Mr. Murphy presented the Committee with an update on market risk. 2 copy nf
which is filed wath the records of the meeung. He reviewed the third quanter and 1 ear-to-
date profit and loss and value-ai-risk {"VAR™ of the Conpany by commodiy group He



discussed the rerurns each commodiny group had eamed comparsd 1n the VAR it had
taken. He gave an overview of the V AR backiesting performed b the RAC Group o 12ar
the accuracy of the VAR calculanon  He discussed evposures uncer 2 "wamst (3se
scenario of 3%-25% shifts in commodiny pnces. He reviewed limit viclanens curiny the
third quarter of 1999 and noted that violattons had significantly decreased trom eariies m
the vear Mr. Winokur called upon Mr. Koeritg to discuss the common stoch dnidend

ir. Koenig gave the Board an overvienw of the Compan: ‘s current Sradernd vieis
and level and the mstorical annuai increase Me commented on the impact 23 mmcrease o
the dividend had on cash flow and discussed the Compam 's inc-easing camital reeds ang
investment opportunsties  He ¢ompared the dividend vield to the Compam s energy peer
group and investment peer croup  Following a discussion. the Commines agrese
consensus that it wouid recommend to the Board that the dividend level he he.d constant

There being no further business to come before the Comminee. the meeting was
adjourned at 600 p.m.. C.D.T

APPROVE

Chairman ¥
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