LJM APPROVAL SHEET

his Approval Sheet should be used to approve Enren’s participation in any Uarsactions invoiving LTM Cayman, LP. ("LIML™) or
JM?2 Co-Investment, L.P. ("LIM2"). UIMI] and LIM2 will collecuvely be referred 10 as LIV, This Approval Sheet is in addition
» (not in lieu of) any other Enron approvals that may be required.

GENERAL

Deal name: Project Backbone

Date Approval Sheet completed: June 30, 2000
Enron person completing this form: Brian Hendon
Expected closing date: June 30, 2000

Business Unit: EBS Global Finance

Business Unit Originator: Larry Lawyer

This transaction relates to OLIM1 and/or ELM2.

This transaction is (1 a sale by Enron Ta purchase by Enron Oa co-sale with Enron Oa co-purchase with Enron and/or
Blother:

Person(s) negotiating for Enron: Larry Lawyer

Person(s) negotiating for LTM: Michael Kopper
Legal counsel for Enron: Vinson & Eikins (Jay Herbert)
_Leeal counsel for LYM: Kirkland & Ellis

et

[SP

DE DESCRIPTION
LIM2 will purchase, via a 7 year IRU, 38 strands of dark fiber from Salt Lake City, UT to Houston, TX (2,169 route miles) at $1,100

per fiber route mile for a total purchase price of $90,664,200. EBS will provide a seven year seller finance note representing 70% of
the purchase price plus seven years of O&M expense (54,099,200), the remaining 30% or $28,429,083 will be paid in cash by LIM2
to EBS as equity for a total net purchase price of $§94,763,610. EBS will act as marketing agent for the resale of the LIM2 fiber to
other third partics. EBS wiil also provide a liquidity facility, which will not exceed 5% of the purchase price and which will be
utilized for any cash shortfalls (including taxes). The liquidity facility will be provided on the same terms and pricing as the seller
note.

LIM2 is acquiring the dark fiber through a two-tier structure. LIM2-Backbone2, LLC, wholly owned by LYM-Backbone, LLC, will
purchase the dark fiber and be the counterparty for future IRU’s. LIM2-Backbone, LLC will guaranty the seller note to EBS and
pledge its interest in LM2-Backbone2, LLC as security therefore. LIM?2-Backbone, LLC’s only assct will be its interest in LTM2-
Backbone2, LLC.

ECONOMICS
EBS will receive cash of $28,429,083 and a seller note for $66,334,527 at the 5.6-year average life interpolated Treasury _R_lus 200bps.

The net book gain will be approximately $50,000,000. Proceeds from the sale of LIM2 fiber to other third parties will be allocated
according to the following scheduic: accrued interest on the selier note (20 year amortization schedule), accrued principal payment (20
year amortization schedule witha 7 year bullet payment), remaining cash will be distributed 70% toward the note principal and 20%
to return the equity investment of LIM2. After repayment of principal and interest to EBS and return of and on equity to LIM2, all
remaining funds will go to EBS through June 30, 2002. LIM?2 will receive an 18% IRR on the initial investment if the dark fiber is
sold by Juae 30, 2002. After June 30, 2002 EBS will receive 93% of excess proceeds with LIM2 receiving the remaining 5%.
Additiopally, LIM2's IRR will increase to 25% if EBS is not able to sell the dark fiber by June 30, 2002. The seller note pays
principal and interest on an annual basis and the liquidity facility is in the form of a revolving credit. If the fiber is not sold, LiM2
retains all risk associated with the transaction.

DaAsH Attached is a copy of the DASH relating to the underlying transaction.

No update required.

P \Larry Projecu\Back bone\l M2 Approval Meme 06252000 dot VEL 00768
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e CONFIDENTILT
ISSURS CHECKLIST
1. Sale Options
a.  Ifthis transaction is a sale of ap asset by Enron, which of the {ollowing-eptions were considered and rejected
CCondor OJEDII CMargaux CEnSerCo ORawhide OCheweo QEDLI
OThird Party [Dircet Sale  Piease explein; Prohibitive timing constraints. :
b. WfIl this transiction be the most beneficia) ziternative to Enron? [DYes DINo. Ifuo, pleass explain:
¢, Were any other bids/ofTers received in connection with this ransacion?  OYes RENo. Please explain:
2. Prior Obligations
a. Does this transaction invoive a Qualified Investmeat (as defined in the JEDI il parmership agreement)? O Yes &INo.
Ir yes, please _sxplain how  this issue was resolved:

b, Was this transaction required to be oilered to any other Enron affiliate or other party pursuant o a contractual or other
obligation? OYes  [XINo. if yes, please explair: )

3. Terms of Transaction
2. What are the benefits (financial and otherwise} to Enron in this transaction? @ Cash flow ®Eamings
DOther:

b. Was this ransaction done-mi‘c:ly on an am's-length dasis? (EYes ONo. If no, please explain;
c. 'Was Enron advised by uny third party that this transaction was not fair, rom & fimancial perspective, to Enson?
OYes ENo. If yes, plense explain: '
4. Areall LIM expenses and out-of-pocket costs (including l'eg_al fees) being paid by LM?  OYes BNo. If no, is
this market siandard or has the economi¢ impast of paying any expenses and oul-of-pocket casts been cansidered when
- respondiog to itemns 1.5. and 3.b. above? XE'Ye: ONo.

4, Compliance ' )
2. Wil this transaction require disclosurs as & Certain Transaction in Enron's proxy statersemt? (¥es DONe.

b, Will this transaction result in a0y compensation (3s defined by the proxy rules) being paid w0 any Enren cmployee?
Oves ENo. ' '

¢. Have all Enron empleyees' invalvement in this transaction on behalf of LIM been waived by Enron's Office of the
Chairmaa in accordance with Enron’s Conduct ef Business Affairs Policy? ®@Yes' ONo.  If no, please explain:

4. Ras the Audit Commiree of the Bnron Corp: Board of Directors reviewed all Eoron/LIM wansactions within Ahe past

twelve months? m::- A e has not yet occurred;y Have all
recommend of the Audit Committce relating to Enrct/LIM transactions been taken iato account in this

transaction”? @ es [ONo..

APPROVALS \elnﬁ_*\g\om‘f’ _ Nume Signature Date -
Business Unit Laity Lawyer..
Business Unit Legal Kristina Mordaunt:
Enron Cotp. Legal Rex Rogers '
Clobal Finance Legal Scon Seflon-
RAC Rick Buy N
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LJM APPROVAL SHEET

This Approvai Sheet should B u sd to approve Erron’s parlicipation in any Jansdtiions ivoiving LIM Cavman, LP ("LDMI ™ or
LIM2 Co-Investment, L.P. ("LIMIT) LIMG and LMD wall coilecuveiy Be cafarres 19 a3 LAY Thus Approval Shectisan addinan

to (not in Lieu of) any other Enron approvals that may be required.

GENERAL

Deal name: Project Backbone

Date Approval Sheet compieted: June 30, 2000
Enron person completing this form: Brian Hendon
Expected closing date: June 3¢, 2000

Business Unit: EBS Global Finance

Business Unit Originator: Lamry Lawyer

This transaction relates o OLIM1 and/or  EILTM2.

This transaction is B a sale by Enron Oa purchase by Enron Oa co-sale witk Earon Da co-purchase with Enron asd’er
Oother:

Person(s) negotiating for Enron: Larry Lawyer

Person(s) negotiating for LIM: Michael Kopper
Legal counsel for Enron: Vinson & Elkins (Jay Herbert)

* egal counse! for LTM: Kirkland & Ellis
JEAL DESCRIPTION
LIM2 will purchase, via a 7 year IRU, 38 strands of dark fiber from Salt Lake City, UT to Houston, TX (2,169 route miles) at $1,100
per fiber route miie for 2 total purchase price of $50,664,200. EBS will provide a seven year seller finance note representing 70% of
the purchase price plus seven years of O&M expense (54,099,200), the rernaining 30% or 528,429,083 will be paid in cash by LIM2
to EBS as cquity for a total net purchase price of 394,763,610, EBS will act as marketing agent for the resale of the LIM2 fiber to
other third parties. EBS will also provide a liquidity facility, which will not exceed 5% of the purchase price and which will be
utilized for any cash shortfalls (including taxes). The liquidity facility will be provided on the same terms and pricing as the seller

note.

LIM2 is acquiring the dark fiber through a two-tier structurs, LTM2-Backbone2, LLC, wholly owned by LIM-Backbone, LLC, will
purchase the dark fiber and be the counterparty for future [RU's. LIM2-Backbone, LLC will guaranty the seller note to EBS and
pledge its interest in LIM2-Backbone2, LLC as sccurity therefore. LIM2-Backbone, LLC's only asset will be its interest in LM2-

Backbone2, LLC.

ECONOMICS
EBS will receive cash of 528,429,083 and a seller note for $66,334,527 at the 5.6-year average life interpolated Treasury _E_lus 200bps.

The net book gain will be approximately $50,000,000. Proceeds from the sale of LYM2 fiber to other third partics will be allocated
according to the following schedule: accrued interest on the sclier note (20 year amortization schedule), accrued principal paymeant (20
year amortization schedule with a 7 year bullet payment), remaining cash will be distributed 70% toward the note principal 2nd 20%
to return the equity investment of LYM2. After repayment of principal and interest to EBS and return of and on equity to LTM2, all
remaining funds will go to EBS through June 30, 2002. LTM2 will receive an 18% IRR on the initial investment if the dark fiperis
sold by June 30, 2002. After June 30, 2002 EBS will reccive 95% of excess proceeds with LIM2 receiving the remaining 5%.
Additionally, LTM2's IRR will increase to 25% if EBS is not able to sell the dark fiber by June 30, 2002. The seller note pays
principat and interest on an annual basis and the liquidity facility is in the form of a revolving credit. If the fiber is not sold, LIM2

retains all risk associated with the transaction.

DASH Anached is a copy of the DASH relating to the underlying transaction.

No update required.

P \Larry PropectnBacs Sone LM Approval Memo 06132000 doc VEL 00758
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LIM APPROVAL SHEET
LM CONFIDENT Lo
ISSUES CHECKLIST
1. Sale Opuions
s [fthis vansaction is a sale of an asset by Znron, which of the following cotioas were considered and ruicctsd.
OConder TIJEDII OMarganx CEnRSerCs ORawhide OChewes OEDLI
DOThird Party EDirect Sale  Piease expisin; Prohibitive Srming constraints, )

b. Will this ransacgion be the most beaeficial sitemative 1o Enrer? @Yes [INo. If wo, please explain:

¢ Were any other bids/ofTers received in connection with this gansaction?  OYes [ENo.  Plsase explain:

2. Prior Obligatians
a. Does this wenssction inveive a Qualified Invesumear (as defined in the JEDI 11 pumership agreement)? OYes  &Ne.
ir yes, please explain how  this issuc was resotved:

b. Was this ansaction required to be oflered to any other Enron affiliate or other party pursuant to a contraemal or cther
obligation? OYes  MINo, ifyes, please explae: .

3. Terms of Transaction
3. What are the benefirs (financial and otherwise) to Enron in this transsction? ECash flow  ©Eamings
OOther: .

b, Was this transaction done strictly on an armn's-length basis? E!Yes ONo. If no, please expiain:
Whas Enron advised by wny third party that this transaction was nm fair, from o fmancial pesspective, to Enron?
O Yes ENo. [f yes, pieasc explain;

d.  Areall LIM expenses and eut-of-pocket costs (including tegal fees) being paid by LIM? OYes ENo. Ifno, is
this market standard or has the econemic impact of paying anyv expenses and out-of-pocket casts been cansidered when
responding to items 1.boand 3.b, above? ®Yes ONo.

4. Compliance .
2. Will this ransaction requirs disclosure as & Certain Transsction in Encon's proxy statement? (0Yes [INo.
b. Wil this ransaction result in any compensation (as defined by the proxy rules) being paid 10 tny Enron cmployze?
OvYes &No.

Have all Erron employess' involvement in this tansaction an behulf of LIM been waived by Enrea's Office of the
Chairman in accordance with Enron’s Conduet of Business AfTals Policy? Yes ONo.  If ne, pleass explain:

d. Ras the Audit Comminee of the Bnron Cotp. Board of Direstors reviewed all Enron/LIM mansactions within the past

rwelve meaths? Mel : #¢ has not yet occurredsy Have all
recommendaw of the Audit Commmcc retating w6 Enron/LIM transactions been taken imto acecunt in this

tnmac.tion" es [INo.
APFROVALS \ela\-;;—h\g@*\‘-  Nume Sigmstare Date o
Business Unit Lamry Lawyer ' /b- M. o C/ J)‘/‘b
Business Unit Legal Kristina Mordaunt &%{W& &/z a0
Enron Cotp. Legal Rex Rogers : 7 W / - / 252077
Global Finance Legal ScottSeften 51 C, (27[00
RAC Rick Buy T
Ascounting I Rick Crusey . /2 Lo
Sxecutive JefY Skilling/Joc Sutten /ﬁ
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ENRON RISK ASSESSMENT AND CONTROL
DEAL APPROVAL SHEET

DEAL NAME: Bulk Fiber Saie Date DASH Compieted:

Tounterparty.. LIM2 RAT Anaiyst

Business Urnit: Eoron Broadband Services Invesumeat Type: Equity

Susiness Uzt Onginator Lamy Lawyer Capitai Tunding Sourss{s):

DPublic EiPrivale Expezizd Closing Dats:

OMerchant EStategic Expected Fucding Dare:

T Conforming ONonconforming Board Approval: OQPznding UReceived ODenied EIN/A

.....

APPROVAL AMOUNT REQUESTED

Capital Commummsaat <8 94.8 million> Saje of Fiber
$ 66,4 million Enree provided Selier Financs
<$§ 28.4 milbon> Ner Cash Inflow

EXPOSURE SUMMARY

This wansaction: § 66.4 millicn
Towal § 66.4 mullion

DEAL DESCRIPTION

EES would sell $94.8 miilion of dark fiber and provide $66.4 millicn of seiler financing 1o LIM2 at the 5.6-year intsrpolated
Treasury plus 200bps for a period of scven years. The fiber consists of 38 szands of long baul dark fiber from Salt Lake City
to Houston that Enron constructed on a previous build This fiber is to be sold to LIM2 at a price of 51,100/ fiber mile.

EBS will act as marketing agent for the resale of the LIM2 fiber to other third partics and the commissicn for this service
cquates to the majority of the upside oo ths sale in excess of LIM2's return (see Return Summary).

L M2 is acquiring the dark fiber through a two-tier structure, LIM2-Backbone2, LLC, wholly owned by LTM-Backbone, LLC,
will purchase the dark fiber and be the counterparty for furare RU"s. LIM2-Backbone, LLC will guaranty the scller note to
EBS and piedge its interest in LTM2-Backbone2, LLC as sezurity. However, LIM2-Backbone, LLC’s only asset will be its
interest in LTM2-Backbope2, LLC.

TRANSACTION SOURCES AND USES OF FUNDS

Sources Uses

Sale of Fiber $ 94 .8 million Enron Provided Debt $ 66.4 million
LTM2 Equity $ 28.4 million

Total $ 94,8 million $ 54.8 million

RETURN SUMMARY

EBS would sell fiber for $1100/fiber mile that has an average cost basis of $453/fiber mile. The fiber has been sold at market
aczording to EBS® bandwidth traders. The majoriry of any upside which occurs in the future (above ILIM2's retumn) froma sale
is captured by Enron through & marketing arrangement. . oo mm B

LIM2 provides $28.0 millicn of equity which is repaid after debt service as fiber is sold. The return to LTM2 increases based
on the time that the fiber remains unsold at LIM2 according 1o the following schedule. o

Time LIM2 Return on eguity .
0-24 months 18% ) T o -
>24 months 25% + 5% of uvside from fiber sales

!

LIM2 retains the risk that the price of fiber drops below $1,100/fiber mile.
AF100212

T “"EOIA CONFIDENTIAL
TREATMENT REQUESTED
BY ANDREW FASTOW"



CASH FLOW SUMMARY

Amoruzaton Schedule of the Seiler Note:

Jjune 26, 2001 $6,651
June 29, 2002 $6,651
June 29, 20G2 86,651
June 25, 2004 56,651
June 25, 2003 86,651
June 29, 2006 56,651
June 29, 2007 $59,892

Proceeds from the sale of LIMZI fiber to other third parties will be allocarsd accerding to the following scaedule: accrued
interest on the seller note {20 year amortization schedule), acerued principal payment (20 year amortizanon schedule with a 7
year bullet paymeat), remainng cash will be distributed 70% toward the nots principal and 30% to retums the equaty nvestmen!
of LIM2. Afier repayment of principal and interest to EBS and return on and of equity to [LIM2, all remairung funds will go o
EBS through June 30, 2002. After June 30, 2002 EBS will receive 95% of excess proceeds with LYM2 receiving the remainng

5%.

TRANSACTION UPSIDES/OPTIONALITY

The cost of the transactioz is dependent on the amount of time that it takes to sell the fiber to third parues.

EXIT STRATEGY .

The debt bas a term of seven years but amortizes on a 20 year basis. There is no peralty for early repayment. The expectation
is that the fiber will be sold and the debt repaid before the seven year period.

RISK MATRIX (Maximum 5)

DESCRIPTION MITIGATION/COMMENTS
As agent, Enron may need to sell some odd routes to minimize
LIM2’s equity return

Residual Fiber

Enron will be managing the sales process and will be making the
commercial decision in the future on how fiber should be sold.

KEY SUCCESS FACTORS

NA | Poor | Fair| Good | VGood | Excellent

[ —

Core Business
Strategic Fit
Upside Potential
Mapagement
Risk Mitigation

b b B e Ead

MILESTONES . . o o o o s mie o e oo ¢ e oen o m e e e e e+ amm e et

Inereases in LIM2 Targeted Remurn . L . L el e e e

Manirity of Debt Juze 29, 2007 ' : AF100213

OTEER RAC COMMENTS:

P:ALarry Projects\Backbans\LIM2 DASH 06282000.doc Page 2
- : : “FOIA CONFIDENTIAL
TREATMENT REQUESTED
BY ANDREW FASTOW"



Global Finance Summarv (addendum to DASH)

1. Transaction Summary

Armount (SO0

Total Deal/Project Capital Commitment $65.37%

Less: Financings G-

Less: Syndications 0-

Net Enron Investmen: $65 378
Z. Iovestment terms and pricing: &= Market & Above Market 3 Bejow Market

Describe {if necagsary):

3. Financing terms and pricing: X Market QO Above Market O Below Market

Describe (if necessary):

4. Legal or practica! liquidity restrictions: x Unrestricted  Q Legally Restricted Q) Practically Restricted
Describe (if necessary): Selier Note risk based on EBS performance risk with no liquidity on assignments.

5. Any recourse to Enron (otber than investment): O Recourse (] No Recourse
Describe (if any):

6z. Business unit intent to syndicate: None Q Partial QAl

Describe (if necessary):

6b. Intended Enron hold period: Expected to be held until repaid.

e |

6c. Likely Syndication Market: G Industry/Strategic Partner Q Direct Private Equity -
O Capital Markets QJEDI 1
QJEDI 2 Q Enserco
QLM1lor2 Q Condor
e ' ' Q3 Other: Q Margaux
6d. Is this a JEDI 2 “Qualified Investment™? OYes & No
Global Finance Representative: .~ ; M },,— Larry Lawyer G/Qy /oo
Signaure NameTrrmed; Uale
CATEMPLIM2 DASH 06282000.doc AF100214 Page 4

"FOLA CONFIDENTIAL
TREATMENT REQUESTED
BY ANDREW FASTOW"
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