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aclis Rating Agency Strategy

® Concerns
- Strain on kquidily and financial flexibiity
- Lncertzinty around polential for increased financial leverage
— Certainty and impact of ofi-balance sheet obligations
- Ahility to cofivert non-sirategic assats inh; cash
-~ Abifily of wholesale business to support total debt
w Key to stabilizing the credit rating
-— Management's steadfast commitment fo Enron credit guality
~—- Significanily improve both liguidity and cash management procedures
- Conlinued 'abﬁity to instili confidence in risk management practices !
~ Dermonsiration of sustained trading volumes and general counterpart acceptance
~~ Detaded deleveraging plan, with a specific timeline for financial largets
® Key targel ratios for invesiment grade (BBB+ to BBB.)
-— Total debt / total cap 46% - 53.5%
— FFO interest coverage 4.50-3.1x
— EBIT Interest coverage 4.0x - 2.8x
— FFQ [ average lofal debt | 31% - 22%

Rafing Agency Strategy
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What Message Do You Deliver to the Street

B Update: — CFO change
- Business review and update
— Expanded disciosure posture

® Liguidity: — Current standing
’ — Rating agency discussions
— CP lines; back-up credit
- Bank {new) facility

® Balance Sheat: — Off balance sheet disclosure {timing Is key)

-— Offselling asset conirbutions

B Future Restructuring: - Ongoing asset sales
— Cost reduction and cash management aclivities

— Sirategic alternatives

What Message Do You Deliver to the Street
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Next Steps

Truman
Lowest Value
Credd Stahilty -
Yes : No
N fuick
Esteblish Counterparty , Zala
No Yes
Guick Reatfirm investment
Suie Grade Raling
Yes No
Long-tarm Quick
Strategy Sale
Hoid & Sell Selected Qutright
Grow Assels, Grow Sale Higheal Value

Wholesale

Next Steps.
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lmmediat Next Stes |

# Stabilize cred?
@ Sclidify rading business
W Prapare rating agency presentation {2 weeks)
= Clarify due difigence ftems
-~ SEC investigation
— Qff balance sheetl items
—- Wholesale free cash flow
— Wholesale Net Book Valve
— Symmetry of trading book

® Develop detalled action plan

Immediate Next Steps
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G2 Enron A be Significantly Undervaiued
schs nron Appears to be Significantly Undervalue
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Is Enron Vulnerable?

Which Companles Ara Vuinerable Today?

Key Defensive Conslderations for Enron

Structurally
# No Clagsified Board
— Leading sharehalder topic for last 3 years
—~— Significant majority of institutions have volad against
propesals to establish 2 classified board
— Only & companies since 1992 have daciassified their
boards as a result of shareholder proposais (2 of the 6
were ity response o majority votes for shareholder
proposals)

.
— CEC/Computer Associates, WeysrhauseriWillhamette,
Barrelt Resources/Sheil

® Ability for Shareholders to call special mestings
B Abflity to act by written consent
w Ability to rernove direclors without cause

Operationally
B Slock performance on an absclute and relative basis
B Pargeption of weak managemen!

L

Struclurally X
B No Classified Board
— Board can change the bylaws [to classify the board),
bt shareholders can repeal or modify
8 10+% of sharehoiders can ¢all a special meeling
& Ability to remove direclors withoul cause
™ No written consent {must be enanimous}
® No cumuiative voling
& Reingorporate in Delaware/athar?
— T
« implement staggered board
- Wedl developed body of case law
- Experienced, corporate-oriented judiciary
— Tax driven (offshore)
s WY Not?
«  Qregon simitar lo Delaware {(Fair Price; DE 203)

—  Board has broader iatilude In factors to consider
in a tranzaciion

- Requires shareholder vole

Operationally

® Operating performance strong in core buginess
® | eadetship well regarded and sxperiented

B Management {aking action

- Vidnerable if stock continues o lag afer restruciuring
combieted
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Strategic Partner Analysis
{US$ in millions, except per share armounts) . _— \ 20638 AeeretionDilatian*A
” i d thples 33
Compaty Equity Vaius' Erﬁm-‘ 2001 2002 Dbt o Cap. 100% Stock 100% Cash®
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Managing the New Enron
Current Market Perceptions, What Can We Do?

Market View - Potential Issues

Restoration of investor Confidence

Recent management deparfures

Lack of adequate disclosure
Potentially significant write-downs
Broadband fundarmerdals

California exposure

India negotiations

Delay of key asset sales

High leverage {on/off-balance sheet) -
insider related party transactions

Low morale

Increase transparency and disclosure

— Income from operations vs, asset wrile-offs
— Demonstration of earnings quality

— Detailed break-out of wholesale services

_State clear, definitive business focus and direction

Ariculate prudent capital plan

'Further delineate Broadband scope

- Reduce capital and operaling expenditures

~— Focus on infrastructure and frading

— Abandon content strafegy

Drive current action plan

~ Rapididisciplined divestilure of non-core assets
Consider addifional asset rationalizations

— Selt EOTT slake

— Sell pipafines, form MLP

— Assel sales beyond Asia and Lalin America
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