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MEMORANDUM - 1‘_}

FROM: Lizs Hemaquas
DATE: Jaruery 16, 2002
RE: Kot Loy Rterliew

Qn January 16, 2002, Chuxk - Javidow, Bill Mclas xd Liss Hegriques 3
Cotlaer & Picdering (CWCF™) and Jeka Bullvan and Ron Parster of Dalvine £ Tauehs (e
sceemnting & retwned by WCF), spoke with Kemneds Lyy, CBO of Enron, % Borons Henring
headquartesy to gather iedunmation & his ia order o aliow WCF to provide lsgal sdviee s
ths Spochl Committce of Boron's Bowd of Dirsctenz. Down William Fowses, Chafomen of the
Special Conpnitios wis wso prasesk. Barl Sithert and Richard Oparil of Piper Marbucy RBudsick
& Wolfz LLP were prvscnt and reprosented Mr. Lay. Mikn Rexisey, solo pracritoner gad
Eligsheth Vitlpr, sals > VIR 8jg0 resent  Bob Bapmeft and Carl Rovh of Skadden,

Asps, Slata, Mesgher & Flom LLF, enasdd &0 Enzon, were alio prosent.

- Thismsmorssdod kas bems prepazed by comnsel in antisipation of poesible Hrigarian
&iting fremy o Sacuritins and Bxchange Congaiasion (“S5CT iawatigtiog tnd gy piralcl or
rd:n.mm. This monomndom isoxporstes the mants] ieprresinne, ealyaes ang
opizicns of ssomel, k@thWW»mmamﬁg
Iega! represantaziay and adviec to the Specisl Conupittes of Buton's Baard of Dirsoxxe, aud is
e ingteraded S provids & subgantislly verbatim recity] of Lay's statrnents. The interview was
hisad on WCF's ewlemstandlng of the faots tnd review of docaments as of te dste of the

— iesview. Rathanmore, Lay bas net reviownd thic mamarenstmn. Therefare, this memarnndug

uhmmaﬁﬁewdhﬁ:ﬁmdmmwhﬁmFm
o Iack Bogtest _

Al thr gubs, Devidow aaplairad Gat WCP represcoed Gic Cornpkittas agrpaicgad
wymuwmmmmm PENER, Eol WE WA
paking v ki w pin oI BR inveRization Davidow seted st we did not el
oﬁmn_Whﬂ,!mnum.h stion way b it
was the Speial Com W(u&ut'qﬁﬂmﬂmmwﬂm
cookd decide what to do with the privilege, not him Davidow steted that Lxy should aotichats
that anytidng I tld ws woald ba conveysd m tha Spacial Copmmintos, and dut the nfrrastion
m&mﬂmMMummmmﬁ&mmm
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L ﬁuﬂvﬁq‘xrmdmﬂawsmmmh
19685 ghmnyﬂlpmviﬂ:m:uwhmuamn.ua a0

s Sxmilie umwnwmwhm
“mwﬁrwm Ecm‘smhm&'ﬂﬁﬁlmg.ﬂé.f:;
does nok ﬂummwmmusuqmwwm
%mm Bsdncamnﬂllhdummpwmlm.

Ly ba 2 prrumsl Enawiedgs of Gizivaddyas. 71= b fhaulliar i poss, culls, collars o=
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Mlﬁulmmmﬂymnﬂrnrn&npmmﬁumhuﬁm:
memﬂnummmm:mdm’s@m
from baxtneiecs that Eiovs wis no axpaged in five yein previously.

Enpeq tiso Wanted o expand o ather regicns of (o United States ol thes warld. In
1950, Brren had & soceessie) saturd gas business  Bogland called Tocside. 'Ed_ma!sn_ _
expadad to Iudis and the Sauther Caga For sxxmnls, TGE] was Arpasion's bigssst pipeline.
Burop wanted t start it intematianal eeprsion b e United Ringdem sl 1hen grow 1o the
Nordic coinitriss and eveaially crvdtinental Exope. 1n Indis, Esron had s mgjor gipetihe that
stretthed from Dabol o Muznbei. Barcn #lso ezpanded 10 Japia vad Anstrafis.

In 1998, Rnron trigd 1o gt iato the waser indrstyy, Erdonl had the 120t concept but the -
implcmmtalion wa wiag.

Bron ummauam;wmﬁgﬁc‘:ary rGE

134 Shar is »nd Enpew: axpandad gtiznd o , a8 Vegrs snd
g:gkwhcmu- By 2000, Bxrop had a sasioswids beckbons aysisp of suadiand Sbar. The
systen was desigead o bo digiial qaly. Eoron catered b 2 vaptee wilh Blockdbantar © defiver
ttrignat on Sannsd w eipa! the troadband indhury. Bpon thoughe tere wa a real
man@ummmmmmmanw *

Tha busic bowiness moda) Baeon used wes i buy an asat sad then capand it by cithar
mmmmdumumm«wMaMm@
businags sroand the ssset. Tha modsl ws very succazsinl whan it was spplied to instustriss that
were sifl sigidly rogulmed

O Belkmos-Shees Troding:

Faare utifiad af-mimes-thet Seumctions becruss fia Stmepey Wil growing muskly
dhhhmuzuu’:wum:humgumm
sgrifiantly doavees the growth ret & Gopchun Fuw rspdly by milising af-halance-gheet
trapsactions. Teaide wis the lergest of-balmteabatt Arance tramection.

Thare has hean inpgnee pressme Som the moatksl for esmings sipes 1995, Loy balieves
that ROCE PunbASETE WK % Y & vk bs cunprmivs that have Sit-rowih pricy/ciniines oo,
hot also quality sad ssminatility cfsaving Thacfors, compinles T halae producing

Sgf ilfinge

Lay waz introduced to Jeff Hiilling i 158S whan Siilling werkrd fir McKinsey & Co.
Siilling is 3 gradoird of Rxvers ard is very eight Sicfling was og the St ek 35 MKy
aid 5an & aouon of MeKinaty's worklwide powp & the age of'35. Lay gisd ta pacrly Skifting
10 joia Brog i 1988 and 1999 whn Lay was working closely with Sillivg on doregrlation
e
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_In 1990, Sikilfing joined Baron. Skilling wat one of the driving farces behind cyeating a
finsncing compray for strgy, vhirk led to Fosen Floses Corpaaion. I the Jaes 1930s banks
o longer provided fasing to mergy compiniss, A kx of pood Susgy campaniss bad assets,
bt disl gt have & way b Soance and develop theam. Ermon decided to qreato 3 business thas
would provide Snancing to woagy rempames, Eoron based its findesing modsd off the payment
medel used in 1930°s- In addition 13 financing, Ewon provided §# slit SepsspeRtitics,
mnhpn;pwhdmlyinmsbﬂphnn.'@hngmﬂ%mphsh:ﬂﬁﬁnnbh
Boancing, The businss was very puoassful,

_ &wmruwmmﬁﬂ;?:mwMW
ideas. He bad & atrong scus of finaace, Skilling jvégannt and intwexity
i Bis busineas dedings. sy novey fiit tha Sdllinp was kyixg to Tanipulse him, and
always knxt himm well informed on Eovon businoes. i, 1nd e

Wheg asied to idaify suy of Skilling’s weaknesses, Ly mid e ws never sliie to rmiste
well to ot of the cmplayees, Ths that worked directly with Siiling had & grest
deal of rezpect for kim aad wers layal, bt the svizage employee 42 not alwys relmc to
Skilling. Setimm caploysa et that Skilling spakc down w Gam boosnus he waa 5o trigis
SiSlling alzs had a fym tonpia, aa wRt svilancad in 3 &30l with snalvecs. .

Whan Lay Sieppad down a5 CBO, ha weniad © make the brasition saxmlate Hy stareed
NMW&HMDW&@ Nidlling world take the regpossitifitics snd run with -
then.  After Lay stepped down a3 CHO, Skilliag sppregzmiaiely slowed the flow of infirouation to
tay mmmhumlemoﬁBmeFMM' like

probicms in

Chowge :
) Prigr to Octohay 2001, LY Bis uo specifie recallection of who bonghs CalPRES” interest
ic JEDIL HsXoow thar CalPERS winted to its pasizian iz JEDI | end vagucly reslls 3

meating whee this was dizcusscd. B thougltt ot there was 3 s st was gaing to ‘wark with
CalPERS to facilitete the hquidstion He did ot fhink it wes an eusoa] sansston because :
CslPERS waoted o nvext in JEDI Y -

Layuever mole with siyene o CIPERS regarding the buyeat, hir vagely remssnbugs
baing mudacad 0 CAPERS copsliargs. Fattow sod Sklling were inasting with: the CIIFERS -
commiltasts and browghs degs b et Lay in bis offics.

Chowos's buymag af CalPERE wa sddeamd in a November S, 1997 Exoootive
Cogaiivite Mazting, Lay did not recrill why the Fxeeutive Commaines midrasead e insue and
oot the Bownd, Ths BiicOtive Comem ttece has the power 1o #=t o belnlf of the Boxxl. B i
pacsibin $hag 3 daczmon wis needad ir 3 fizely Meenay snd therafius e Bxpentive Comedines
Baadlcd the iggma, There wis s proseatitiop to the Bxecutive Commnitten it cxplainad the
structure gnd the implepatation of Chewen.  Lay did not recall the detalls of the presegsarion.
Qe of the diides in the prescavdon oake a refezenos 10 the “Eomn Guarzane Book ™ That
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= did not bave any mesning @ Ly The raignies refisct that Lay joined the meeting aftey the
dmmwﬂlwdngmm*sbw&wm'mm&hm

. Skilting aod 1y weold reet o 1o Iwe e 8 week, ATl R
gou&whwuzzwmmmmaﬂyﬂmmbﬂm

Chewoa reqecsiad 2 Wajver fum Lay. Lay would expect thial if Baon Grplayees kncw tas
sorptons violssad the cods of cond we, persog winld iliarms Ly, Bvery empleyes at Ruuon
£z sign aff thxt tiey nhoived 3 copy of the cods of canduct Gach yeas.

of 75DIL There isno indination in the
g L2 Bt o 00 B cprlond L The ke e e
wmmmmmnw@mmmwwhm
| Ly did not yeeall being swAze of & b indamnification paid by Berun t Chewss
iowolving Fastow and Sidilisg,
LM

F-540

quickly and they wagad to protect +he pxin Fom finge valatiivn SkiBine xxd Paawow creatds

propoml Eow ta badgs the Riytiam stock by crestia & permmhip, LIM. Fastow would be

o

graanl group pravTally discussed the poveselal nonfSic af GUsSs. Tane was
Smumxﬁmu soiict of Gterc®t 81 the time. They did discuss daal sau's-
Ingth GAgotiations www neriad bawesn the sew patuathiy ad Buvn. ARre Lay's discustion
mmdﬂmkwat&mm@uimwhm»m
Bomd.

offigte mads to Gl o commepeial thisg party bacanes the RAke! WIS moving
m&umfm»ua;mmmm. Thero was 6o tire to fmd a thied

Fy.
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Lay agver diverlly asked bew much Fastow would make from his involvemenat in LIM.

Lay did noe think it was relsvagt bisanse Fastow was concerned that if be creyted LIM it wonld
inpgir s ewoor 2 Brvon. Fastow was willing t> oreats iz strucsura, but wanted %o ennut thae
bis caredr ot Earan wonld noy be affiied by being involved with LIM. Ancther maso Lay was
niot eurisns shant Factow'z compersation from LIM was beeause LIM was repposed & be used
enly ouce. The partwahip was capsble of eggaging in oiber deals, it wonld ouly do the
Rhyiuns hexigs.

rmnmmwwm.mmmmmmgm-w
gemezally peealls the preseatation. (3! the Board mecting thee was a fively discussing abowut the
parupeship. maoumwmguwmmaafm.mmmﬂu
CFO f the campany creaiing » pargarvhip that bansucts with the company and girotecting the
SOMPERY: A RIS WAl Greated I pratoel the campy. Rick Causcy apd Rick Buy wese
Whm&mwmmmwmdnusm'vhm Samse
manbars of the Boand bad doubis 320w the partnerhip, bt in the cod, BIM was Lay
could oot emamber what Bowrd sewibers had concerns, e thoapht fat possibly
Blake ol soms quiitions ketuss B always ssked penetrating fuestions during Basrd

The prooosal for LIM1 iﬂnﬁphﬁaﬁmu&nﬁmhuuﬂh:awaﬂﬁu
issur. Tha Rowsl bas the suthosity t3 act es isscs of this typc without prier spproval by the
Fuaee Cogmnites, '

mm:-tnyus::mm mmm:;f&m:::
aue - (] <1 ot e
T e e i Y e

wES @ vay 28 surity N
did ot bave & lot of cquity and was mostly finmdad by 8 losn fam Emns. The discussians in the
Basni mestings were pritmeily aben: tha related party isvee. Ly did not delve indo the imue
whether of oo the Indge wis g ¢f5 =five coonouic bidge broattse Fstot and his W s2id
they had oeyubbad dowm the TeEactian and it was proper. Lay did oot think thare wes a
ﬁnimﬁnmﬂmmupdnnmﬁngw

‘i'fyndﬂﬂﬂhwmua::ﬂnfu%::‘:?mhnhmm-dﬁn
krow wes oot brougit o & maesting. not have & ecolicwtion of peymsats
mare by Foron to LYM d1tng tee unwving. ' =

e was wot swam of sny payraents or oans by Brrsa fo LIMY, Ha also was not aware
thal thume funds coutribuizd to the ety thas Beg Glissa snd Mordsuss invested &, nor the fact
that LIMI argmsbly should have b paying By instcad of toexiving money.

-5- ' EC2 000000035
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Cuiabg:

Lay &3 e recall discussicns abows Cuiaba, it was shis to refresh hix mamary about the
deal whan Be roresd Basrd minme:. Coiabs was 3 larpe project in Bracil that epcountexed
mmnbey of eacstucon prablens. Lay did oot el sy cognesticg betwses Cuisba snd LM
Lay had 9o recolloctinn et Criaks was significant to the sayuings in 1599, or that Boron benght

‘back L7M'5 DICTERt @ Cuisha afte: thepe were peoblercs la st projest. -~

LIME:

Ty2 purpese af LIM2 /i 1o foovide o sklinonal sonrcs of canital S investnats B 2
tiaely mamnes. Wsuafly, Skilling 24 Lay wonld discozs the agends o the mesting, ol
doss not sall 8 dismussion boftre e Fimanes Conmtites mosting LIM2.

When the peogzal o el LIM2 was trougin 1 the Finsaoe Crnmmines thas wis
vipopouz dismnegion ghenr the wehip- There was 2 Lnger 3nd marw in depth canversation
shows LIMZ becsuse § was £ be & larper partenhip sad was gofug to agage in mare
doals with Brzen. Fastow was pring W be the gepeyal parmyes o LIMR and, thagedore, more
deailed and cloar policios aud for tucsating with LIMZ woe arzamd. The
Canmitis wantd to protect the shrcholie tad maks st thas the tasctions wege dong at
pmt-lenph. The Cospmitter disoy:isexd the issae of tha optics !t the CRO was gring b be the
w&bhw IRG 10 Tahsst with the campary. The CenmmiRtcs and the Hoard

B whes & would Inak iilos & a8 svwxge panaa if il was known that the CFO Rad a

G tranexctad with the ~ompany, Ones again, Fasow said ba bad resarvations shont
mh&wmﬁhmﬂmmeﬁ#nﬁswnﬂ
apparitias 38 Bome. PRow s2id he was williog 1o crests LIMS bacgnse it was {a the best
forescest of tha sowpany &ad the compagy wagted bim fo do it

Lay Sisl pot knew who cems up with e ides of LM bcause Skilliag and Fastow
prescatad the idea bopeibar. Lay dors not recall sy ather Brovn employess that A pojns o

vest fo or mamage LM

Lay haed s suSaricy to gam: waivigs fo G code of conduct, bt in this cage the Board
of Dircotors grartod Festow tie Warver. Lyy said fut LI sitvacted 3 ot of asection by the
Bosd and xnee LIM2 bad 3 sipnifisant size, o Bosed 5t it advizsable to graos the waiwez.
Fastow aly requastad that the Board ot the waiver 1o the coaflict. Tha Bozed sid i wonld
grens ha waiver so long 3s procedan’s Wers i io place 1 mage fure (et ragssclions were mada
R 320 "s5-leogth sad to pratest fhe shersholdars.

mﬂunanwm&dﬂ;hmmm's COIMpLIBNTION.
wmdaniacd that Festow wonld recaivye Sxz and u reton o his investmers, The Based o

- in Oczzber 2001 thixs Pasttw wotdi grpretiinatily $30 milfion fom his iaterest in LIM. Lay s2id

that be was ihiocked hessitie Fastow was Defusing t craste the partperabips aad was acly
m;nhhm s wock o LTM relsted wark. Thes: facte nantalized Lay's concgns that

might be making 5 filatagtia! fum of mapey i

-7- ' EC2 000000035
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Davidow poistid oul thas ‘whem the Baerd loaked ar LM it discrssad the erder of the
paymesis 10 LIM, while when L1142 was crmatad theie was oo dissussion of paymeats. L&y said
that he understood that i was & prvate equity find oo the other sids of the wall and it wae nae his
sioxara how LIM dictribguad the jixads .

There was 5o discisios al G timd about required diselosure of Fastow's intirest in
L. There wia 3lio 20 dixcuszicn over winkmizing ho disclomge. Lay ssnansd gzt tiis
would be diseloand BRe ogy othor \romacton of ks netore.

Lagy nzver heard complamts from Korw saployess it Fastow was pattiag prasmuse on
MWM%LM He doos oot resal) heaging that Jeff
comp w Skiffing,

Lay never reachad out an v owa fo investipats whathes fhe cantrals the Bogd mut &y
place © canae wm’ enssalions were followed. Envon has 3 “bands off samsgsncnt
style. K'someans ideatifies 2 problzs:, Ben Lay sad puople &t Exvun would trvestiese and fix
the problee. Siolfling was responsible for muring that (e controls were jn glace. I SiSling
fonnd 8 prablam WAtk aperarjon, B2 wodld tlk 5 Lay, AJss, the Atull snd Fineoce Committess
wosld loak over the rocedares 2 122 anms) meeting where they discoss the yonr’s tarsseiane

Both Canscy asd Buy were cpogsibla oz muking surw that the transactions with LIM1 .
aod LIDES ween Gir to the company and at soa's-kagth, Lay Sougls it was clear to Calmey ansd
Bgy shat they were suppestd m loal: &t the doel and maks sue @ was fair. They ware
bwmﬂwmfﬁnum'wmhaaauhaidnut'n:hl.mmuthc
tagms of the

At tha and af 1999, fhare we:e 2 angias of aassctions betwern Blron and LIM32. Taydid
wot resall thas the transactions doge o B¢ ezl of 1999 were with LIM. R is not sl fr
Exran 1o do s omcher of tansactions & the md of the yo.

At e May §, 2000 Pinzace Jopwnite mecting thern was 3 prestation e gave o
LIM2 wpdsz= for the Sucth mumtar. lay did oot recall or was swars (st sy Sxnsactions
wexth & adntsntial mpoam ocanred At the qud of 1995, &5 reflected in the presentatiop. Ermun's
wnal vgiaze b 1998 ware FI08 ming, snd Ly $229 mitlicn was a large pastion of
the cumings- uyuﬂﬂumﬂ_r:ﬁmmmmwhhm&
Enmon was fom these 53 ramssaiings.

Wil utzware af i back by Eryon in 2000
vwdna!wﬁ were &mw?tmmmm bﬂﬂ! i e =

| ENA CLO:

Devidow refezred Lay 1o 2 trassaction (e isvolved sefling loam and aquity to
inpvestors. Dear Stewrns madasnd the ipvesancnts. LIM2 bonghs aue of e dskies lovels of
igwextment, and s othur wa bongls i patt by LIMR and part by TCW. Lay i 5 menber oPthe

-a- '
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Board of Dizectors for TCW. Lr/does notrecall b £ tho fmvesh
D wmuwk: aot azring o mvestment or tha TCW was
Rapler:

. Lay becumc sware of the pme rxgaactions cither a2 2 Board meeting or @ an aguda-
SEAET Iastmp pior 10 the meatizp He coes aot know who informed biva of o who orvated the
stucte. The pRpeie of Tt Raptors waz 1o hedgz agzinn PAL voluility by moving atock tht
mermased in value into tie wnTure. At the Hmz the strushive was presented, be does out resall if
the stryatae wes cxplaincd, but b thought that probably Slilling and Fastow mada the
prewaziion. Lay dow oot know b love] of undestanding Skilling had about the Ragor

Davidow sckad whose hanawhiting ippasrs oz the May 1, 2000 Fizanse Crenmilise
mesing slides. Lay belicved that it way Sesretery’s handwriting, brs he was act s .
uhmm mawzﬁWsWMM
consisteR: with what he knows. e Ly tant il s

Anatter stide libaled “Vebinle Bructers Sids™ mfiecms that Ramar oty bad $30 miZlion
daunmhmh_ﬁﬁlimﬂiﬂ!l—- wiﬁd&aﬁawspo;:zﬁu,hsb
doca pot secsll guy dpussion sborz the dility of the stmctare to efftckvaly hadge. Laysad ke
WWWWHMNWmhmﬂdwmﬂﬁkmwwqdm

mwuhmmummaw o
mﬂlﬁfmﬂdthm mﬂwmmmﬁ'ﬁdgmp
i Mp hmﬂ 1y converzstion sbawt Raptor's sbility to pay sbanld fhe price

— On s slide ghmaming Rator b My 2000, it eates that one of e Yifes af Ranke is

accatting eardiiny. Lay does nat snow why sccennting would be z gisk. Brron truded
Andersin gxd Anderam knsw zboiz Raprar. Huwan;:mmdiaemm

with Andepaas’s Chicags offSes

winmes he poticed this yus, If i
2 e i, o wakd v oy s o gt ) S50 19 b pat of 20 Sl oz

Lay waz Caniliar with Ge orms Troher Pael, b recall any discoxdon o
Patcl or ty Whamy Be repeetcd o af 059 tibe. ot i

Lay was not aware of bew thx total-rohen bevwoen ‘Raplar waz priced.
mwﬂwri&cwﬁpunhdxhﬂhm e i
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Ragror II

Raptor {J was suthagized i1 the Bxcoutive Conamites mecting on Ju
could ait remernber why it Was spproved in the Excrutive Cmnih:d‘::fwﬂnw

Raptor 0T
Davidow nat=d that Rapte- M1 Rapars beeguse
capiralizad wigbmﬂqwrnwzr “mmm‘ﬁ:g:m Lqml:n:r
Mﬂwmhugmﬁpwﬁmd'ﬂumﬂmmﬂdmwmuyhn:
smsller recadl magkec. mwmmmuuhmmau
derepalited small retsi] mardkee h;um»ﬂmbm&hdlﬁmﬂﬁﬂry
sxxler {0 Z2t TNPC topether

] WM&MWE&MWNWQME He ﬁlnﬁur'-
with how TNPC waomne were wd i the transsetion. Wﬂ#m;zxm
#d dacs not ecal] Jeareing aaytdr g abendt th mropress of the olfkzing from his position 25 &

In regponse o questions sbott the details of :
underatamd W ugiv of the oaatar, W&MMTMBW H—ldmg?-m
Woss Wi ERing own, Rapeor was woing undareatss, Lay was sat wowge thas in lade 2000 the
w:nﬂma::m.q laze 2000, ASlling would heve hoen fespansiiie fx
fxancials and racked the u?ﬂhu::y- Hmorsms W *

g?wbm:mt?hﬂwﬂﬁm&ubmmm&

. On Fabruzry 12, 2001, Cousey made 2 iong to the

slides in Camscy’ leﬁMWmm%mmmamm
ﬁumwmbanD&ﬁhinrmm' This was the repulsr megting
whan the Audlt Commitnr: would sview the Mnmdbymmmw
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mmm«mnsmmmmhmﬂmﬂum's-lm
bafieved thar Casey was poparts oversasing the process. L:ym:wmuncma;?g
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mmﬁwwuummwm lor srushots awed Brswn
§175 millian wdiduuhawth:@m_izywpay. l&ﬁmwgwaammmu
% sid ho bad wrussed Causcy to bing informanian like thia te t Bogrd.

wwu&nwmﬁmwﬁmwmmﬁmzmmw
m:mqniﬂ. Davidow then informed Loy that ia the firgt ol 200] there was
2 restructoring of %, Uﬁﬁmwmmgmw'numlmﬂm
Bt b its balanca dhext in tho S5t quarer. Lay said et be never heard of the restructaring in the
HMQWMImdwldhn:mmaﬁmddﬂmm

oy DERIRE'S2000 10-X, Baran stated in its related party disenssion it recopmiand
millicn of revende in destvatives, amwwpﬁ'um:'ﬁmﬁa
wthﬂrﬂlw@mwhn?hm:rhmuhum
TEpURIg i3 sueciatiog with e Raprs, Davidow aaked Lay tf aftyene qucationsd bow $500
milliag in exrmings could be S Haptar when e vistoes i dovm, Ly said that the
&wlﬁ-l. were goed e by A onm and Vinsag & Elking 80 he waz confdesp ;
' delhtifﬂlemﬁ!ﬁmwmﬂwﬂdmheﬂm i1 Bropped
mwm&mﬂub - ﬁ?& 8 -y g: . g
war . i
glﬂh'ﬂhk hgmquazw kilkzg was CBO in the firet quaricr

Lay doe apt yoeal] being toid thas there Was 2 Iesgustare of Repenp at
Qs msmmawmmumm&ummmﬁgm

o Rapinr.

Ly thoagit sncthur reasan for the write-off during the thind qupricr of 2001 was thas

T T e I
::m,mmh‘::df;i:dm;hw&r mﬁ:&ma d:um g e
il of e w the shast

Joff SkiRimg 's Revigmation o3 CEO:
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Lay remembers tas on 3 Friday, afte senwming fivm 8 long immational wip, b me
wﬁﬁnﬁ:m!ﬁm Lay & focgaad Blilling sbeui? bls trip to s and Sidiing went
Uwough is st of Wingx o discws with Liy. At the cad of the dlscussion, Skilling told Lay that
he wnd 10 nesign a5 CBO. Ly was sheciod and asked Skilling he wasged W resipn.
SBTWMMEWMMWMWMEWW. iling hastemmapers Wat wers
ipmotshing callsgs age and therv- was 8 Eumily-relued isvan. Skalliag Sult that if be did ack take
s0ms tns with his childsen he wuuld nevey have the spportugily. Lay poshed him & linle mar
m&:mmmmmmwuummahmmmmm
Pryon's stock price was dropping and be sonid oot do enything sheut is. Skilling was taking
Exyen's stock decling perdogally iod sould not slesp  sight They spekee for abos 20 ta 30
minutes sbout it and Lay stked Skilling to mecasidar ks decixinm avrr the weekend, Ower the
weekead, Lay spoks wik Pug Winakar, ane of the smembess of s Board, sbout Skilling
reaigmng & CBal. Oa Manday, L3y apolet With SXUg agsin 2a4 rrind 1 cogvines kim w ey
at Exveti, Skilling was sull adensat ot b wasted to mogn. During e weak, Lay spake with
ather sacnbes of the Board t prepsrs; tham $x Skilling's decision. Some of the membeps of the
Board ok with Sk3lling and tricd to convines him to sy, Skilling remaimed sdamnt that ke
Was S0ing to msign.

Lary sexcpted $ha pagition rf CBO alter Skifliag meigoad. At tha ime Bkilling decidad to

' m'@_mmwmnﬁumwhwm

The Basx SSTaremar me: on s Manday night for s warking digas mal Basoutive
sexiiain af the Bosd. Skilling s v bis vesigatiog. He tald the Baard that e did oot wamt
beMhbpﬂthhwnﬂM&&mmehdﬁ
Bt wars: bl chiidean to Sl resparsble fr kis docision to resign 2 CRO. Ee alsa would not It
the Howd state fhat bo w3 vesizalig i health mmaors. SkiTling waz emetional wheg bo tald the
Baard his decizion to arwd wrat I a3 S tines while be spoke 1o e Bosad, The
Bawrd tried aguin 1 0o Skilling 1o may, b ke was oill sdemam shee vegiging.

mwwm&thhmmm:mmmu
Skiliing resigond becsnse of posacal reasans. mwmh@pﬁmmmm
Skilling griuad an interview with; he Wall Stract Jomnal. In the interview, Sk ag said that
e of the maxms ke was reigning was becanss Baron's stock way dropping xad be was wrdey a
It af prezstrc. Lay fielt thas vhis urdercar the ramasay.

W!ﬂmwﬂhwu&lﬁg‘sm“mmh
smoutoRnEal that the Soak prics of TNPC was drogping. !-n@dnd_ﬁk&alhl:;m

ef TNPC gock lad m prohiaos with- the Rapoms. "

Greg Whallay, presidas of Hrag, i 3 Gaart and pereive Skilling sxid thar
Whalley wa lik & “sunary in a mige.” m@mmmmm“m
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detect ey %mmhrﬂwdﬁnmmﬂm&lm' ] Raptors
;uua?ueaaelnnuuiﬁadibcd:ﬂh.layuuuuileuuﬂunnqtﬂunﬂvgngggzasunt —

+

Skarron Watking * Letter:

}13bcﬁunsIhulb:pnunxuayhuv::aﬁmnnhnwunﬁnslhnut atking Jetter Wheq
h:gaaqyud|b-fnnqwauush::ritwmiqpbwmupqg=anditwmsulllggzz?Ttshnurlms
as the Wallkins Mﬂ?ﬂ:m Wmﬁa:nlyn § comnier o N
e b e S T T B £
1ag:l===iuar=&==n=su:u:hnsnﬁ:ﬂ&rlmcauwunytuCEMﬂun e

. Whm Lay received the i he s 1 0 the Genena! Coemsed (GE™)
e . The OC rvtaned VAR b da o investipation, fmaﬂ“&

was e, Watking weat 5 Mc’lﬁqwmm:wbrcfmmnlmm ol delentificd
hey concezal W Olson and Olsoq tuld berif

J)nﬂnliﬁciaq-uﬂlaﬁnn.LaylpntrvdﬂzChusty ing the ;
watind b b, Watkins” idetity quict. Mmgﬁ“m ow ;?mm mmm
SHRGncs T 2 told Ly the 12 was concernad thy? Watting wes SInsing prohlens and
pwnﬂﬂg:nnuvuuﬂtn;ula==amuua;n¢hqp.Iqrduuqiﬂﬂuﬂ‘?hd&nsuﬁsl:nu:caad

Woatkins thogs Gt & difibrect scoomting fien should be sougte
candors the frvestiyation. L:ydﬁl:ntﬁiutdu:unuinsgzézgﬂgrbﬂnlnquidyun;:ﬁund

Bayon'e bunionss snd ranssctions, hﬂv!:ﬁcuulﬁulVHHE:nthuk::u!ﬂ:acnpdﬂ:ordmug
] boabie 1o

V&E conducten i imvestiguion usiug Witk lener and cocalting with Anderses,
TR e e
apeke with Watkine wd, while the vas oot cacistied with ﬁcm-gmrmg:md'ﬁ‘::;ym

I
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the Fivegtigation. During W thind , V -
-t miﬁfﬂ &Emﬂnwmbtbemmﬁm

Probiees 2 Bowem, daapite VL' Iaveatgasion. Lay coche wi mmmm
;mwdm?m. Diving the fgxstigei Lay asked Oleon t take Watkins ints her o
.mwawmwﬁammmmnmmmm:m
investigenon. Lay asked hoy if she wanted to sty at B, Dusing ths faveigation, Watkins
wit acriposly cactidaring » job with Allan Waking said thar 2be wanied 1 stay &t Eygon,
Saard Discuzrion of Faztaw s Conpensarion o LOd:

Lay recalls 2 diaumsion at 1ne i i
alls; m-zmmmcammmn
Lay docs 207 Tave sy imowisdgs (st the investigation over aciures br does not know why
wﬂdmﬂd&mm’sm

The Rard dboovered Bow raioh Fastow made Som LIM
told Pug Winainm snd Jobhm caitgs of the Boand. “mncﬂn-:mml M&P;ihw
wms“:mﬂuhmmw s Roatd yambers mogs
ntepeytd in what Festow was Prior o tha magine annt the Svmanota
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24 people aended the mecting. Ly ansed o pue s mlk
2t Eryon and abawt thetr . A discvaglon sb::pkmm g ry s i, The
mwaﬂmwmmmwhmmywmﬁhmlem

D:vudwnwmaanwnnnmﬁmm-  whete Lay i
%ﬁ%w%ghﬂhmaﬂdﬂnwﬁu
dﬂmwwmmMMmm 2052 purd s =

thoagia thixd vy mhmuwmmwﬁﬁmwm

“uu Lqﬂu-hﬂmﬁmuvﬂ!muumm Now that Lav raalicis that Glixag
Pddmhwiv_ﬁhﬁahpsddshhmwmﬂmwrm harealizes

mmmmuuuhmmuknpuhum ' e

Sadey qf Enrom Siock:

mnox.mmmuﬁu.mubwuummm All by o

options wee sxoruiacd in 2001 Wt JERIRS I schadniad athers ot pmon
Darick, have written plass w sell seek mma&uﬁufmurﬁ

awﬁghhﬂuﬁ'w_hwwwm& lan & d=nagy
beeaze anl}lhﬁuuiumﬁvsl:ﬂht&duuuap&b#%ﬂ::mww.
hmgﬂgg::thﬂ:W»ﬂm Lay wagted to safl the glareg

% ofsi . %mﬁhﬁﬂ:nwmbm
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Lxy never tnd Ive in-brmation sbow e compy 32 the time be
Even when Envon took the wate-off in e tird ot T et
e e o » : nfzunl,mwuhdﬂkm
X Lsy alao has 8 rewolving leom with Earen as nf!ﬁs::nnp:a::l&uu.‘ -
:Z:San the lat= 1580’ llulihsalgggzalnu:z:!E::u:Iiila lion to §7 milling, Ifhe J:E:::::i:ﬁg:::;:::u
mmmmmﬂmam Twpaid with siock or vash. Lay mads seme payments £ fhe

Orher cnplpnsa that ivested in 1 RS
IJ!rivlitﬂlhrllﬂiiiﬂ11liﬂilﬂlfllﬂpllyﬂﬁlﬁiﬂllllll!ﬂf!!lhrﬁwrﬁihﬂﬂ LiM.

Tiloay iz 3 Commarvinl Qffens ot Zpron Schuyler Tilaey - i

Muﬁnxmbmmmqn;mmw nl m':‘ i '%hu

iLSdmyl:. in e The : - : mo-lvua d:ﬂ'-u-m&nmh,
wostad i LIMZ. Layvicws this as & saatter i : > i
m;@nﬂmtuwmwﬂmn;ﬂmulmgm“mw
dmmmmuwmhhhm«rwsw- '

Faliow-sgr:

whrn ha hasrd the wopd be Bmanght it Wk an effctive

reiot-nd —_ Radnsadqudlm
diznzsion IE’?E::L backes with Poron Sock. Hs does no? recall dissrmstons shorg
Doy

walﬂwuhdwmi;ﬁsnﬁ .
- . | pe that were repponsive 1o the
unizzs:fazu. Ig;s':sﬁll:s1vas|su:nruhutthe|tu=q;|lu'hu:l:!ih==1v=nu:uut:==;-nnsiv=.!nl:lun
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Follaygp: _
Duﬁu&:muyﬂ!mhﬁw&ewducﬂ' tald wated

- - h

resign. a:ﬁ;?méﬂy;;mwnmmw&mgmwin

mmlnhou,mtm m:twiﬂxuymmn!mhemspmghmp
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