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Subject Raptor Structures Updare

This memo provides an update on various transactions that have been exceuted withun cach of the Raptor

structures since thoir mecption The detaried deseription of cach Raplor structure may be found in the respective
memaos within the 2000 audit rifes

Raptor 1

* The Enron share setiled put that was o terminate 1in October 2000. was scttled carly on August 3. 2000. for a
payment of $3 9 milhion (scttled by an mcrease in the note recervable from Talon) by Talon to Enron based on
the value of the uncamed premium orinally paid to Talon. Becausc the SPE. Talon. inciuded the maximum
exposurc under the put in its 3°, capital requirement test. the termunation of this put created excess cquity
capal in the vehicls of approximateh $413 aulhon thar ean be utilized to excente derivative transactions. As a
resuit of the carlv temiration. the manaeer of Talon declared a distribution in the amount of 341 million in
cash to be made by Talon 1o the LIMII member. This distribution was made in accordanee with Section 5.1 of

the Amended and Restated Linuged Lisbiitn Company Agreement of Talon LLC. and satisfied the required
retumn on the equity capial

* On August 3. 2000, Talon suld a put uptioi to Enron for a $36 million premmium shereby Enron has the rrzhy
Lo put certain of its eyuity investment price risks (related to those previously sold in the Merlin CLO Trust
structure) to Talon up to $93 mubion (masximum pavout). Tlus put requires for pavouts by Talon upon certain
default events related to these wn estanetits . The maxunum nouonal amount of this dervative reduced the

available capacity of the enuy by approxmmately $93 million. which represents the maxmium pavout by Talon
under this put option

* Equity price swaps and Option transactions of approximateh $730 million in notional value were executed to
hedge the exposure of fair value investments of Enron North America and Enron Broadband Services (See
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memo with details n the 3™ quarter ENA file ) Capacuy 1s avaitable as a result of the carhy tenmmaton of the
share settled put option between Enron and Talon, as descnibed above. to suppart these instruments.

*  On October 302000 an cauty eoliar transaction was exceuted on the 7412 930 shares of Enron conumen
stock in the vehicle at a toor price of $%1 and a cap pricc or 8116 12 This collar locks in the value of the
Enron common stock betwcen ths tloor and cap. theretore hmiting Talon's exposure to the volatihty of the
Enron stock  fonron s eredi capacity test should reflect this transaction in assessing the value of Talon's
assets

Raptor 2.

* Thec Enron share scitled put that was to termnate 1n December 2000, was sctticd carly on Scptember 22, 2000,
for a payment of $6 7 nulhon by Timberwolf 1o Enron based on the value of the uncamed premium orgimally
paid to Timberwolf  Enren allowed Timberwolf to sausty this paxment obhganon by increasing the pavablc
amount of the note recenable from Tumberwolf  Because the SPE. Timberwolf. included the maximum
exposure under the put in s 2% capital requirement test. the Terminanon of this put created excess equiry
capital in the vehicke of approvimaieh $427 nullion thar can be utihzed 1o execute additional dervative
rransactions s a result of the carly wemuinanon, the manager of Timberwolf declared a distribution in the
amount of $41 mullion i cash to be made by Timberwolf to the LIMI member. The distnibunion was made in
accordance with Section £ of the Amended and Restated Limited Liabilty Company Agreement of
Timberwolf LLC. and sausticd the required retum on the equity capatal

*  On Scptember 22, 2000, an cquith swap transaction with 2 $460 million notional amount was exccuted to
hedge Enron’s exposure of three intemational investments that arc accounted for under the equity methed.
These cquiny interests are i mtemarnional local distnbution companics that Enron managemient expects to scll
to third parties - The notienal amount of the derivati s ciosch approximates Enron’s book valug in these
assets. As of September 30, 2000 and December 30, 2000. the equity swap derivarive had a fair value of 0.
To support these values at cach quaner end. Enron obtamed an mdependent fair vaiue from CSFB that
supports the total tair value and restriction discount that should be aliocated duc to the restrictive nature of
these assets.

* On November 27, 2000, an couns collar transaction was exceuted on the 7,809,790 shares of Enron cornmon
stoch i the velucke aca floor price of $7% 875 and a cap price of $111 8633 This collar locks in the value of
the Enron common stock between this Noor and cap. therefore imiting Timberwolly exposure (o the volatility
of the Enron stock  Enron’s credi capacity iest should reflect this transaction in assessing the value of
Timberwoll s assets

*  On December 2%. 20n0_ an equity cotlar and swap transaction was evecuted to hedge ENA's exposure to one
of its merchant ansestments Because the combination of the transactions netted to a maximum exposure to the
vehicle of approximateds $33 nuilion. that amount reduced the available capacity.
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Raptor 3

* Three swap transactions were executed on October 222000, to bedee Enron's cxposure in several total retum
swaps relating to three senies of trusts (MeGarrett withun the Hawan 1230 Trust structure ¢see the appircable
memo in the LS file tor a detarled descnption of the transacton and related accounuing 1ssucsy  The toral
TEtumm swaps expose Enron to the volatihn ofapproxsmatcly' YOO warrants that are convertible into
18.000.000 shares of common stock of The New Power Company ("TNPC™) Therefore these sWaps within
Raptor 3 were executed to mirgate finron's exposure to the pnce volanhity of TNPC stock  As 1 result of
these swaps. Porcupinc 1s now exposed to changes in the value of TNPC shares The minal price at the date of
execution of the swaps was $10 73 per share of common stack

Raptor 4
* No transactions have been exceuted to date

As noted in our transactior Memos. we fot iew quarterly Enron’s assessment of the adequacy of the credit capacny
of each of the Raptor vchicles because Enron has vanous notes and denvatives with these entities. Consistent with
the valuation of all notes and dervatives. the value recogmized by each party s subject to the capacity of the other
party to financialis fulfill the obtigation (1 ¢ creditworthinessi - As a result. the creditworthiness of Raptor will be
factored into the value of the demvatinve and in assessing the colleetibiliny of the notes. Thercfore, as Enron
records an asset based on the valug of the demy anves. s value may be simpaired based on each cntiny’s abiliny to
pay.

To mingatc Enron’s cxposure to the potenual deehne in creditworthiness of cach of the Raptor vchicies. Enron
negotiated and executed an agreement with LIM. as equity holders 1n cach of the Raptor vehicles. in December
2000. Under the agreement. the assets of cach cnnity. Talon. Timberwolf, Porcupine and Bobcat, with the
exception of the Promisson Note dared September 27, 2000, b Porcupine 1n favor of Pronghom I LLC. were
cross collateralized for the beneht of the ereditors of cach ety for a 43 day period. As consideration for this
cross-collateral protection. Enron agreed (o pav $30.000 1o LIMIl. AA concluded that this cross collateralization
would allow Enron to benefit from the assats of cach cnom on an agerepate basis in assessing the credit capacity
of the entities as of December 31, 2000

We discussed this conclusion with the Professional Standurds Group (PSG) in Chicago. Carl Bass and John
Stewart. and Mike Odom. Pracuce Dircetor. who concurred with our conclusion,
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