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SPLIT DOLLAR LIFE INSURANCE AGREEMENT

THIS AGREEMENT is made as of the 3 day of AgiL, 1994, between Enron
Corp. ("Enron®), a Delaware corporation having its headquarters at 1400 Srmth Street, Houston,
Texas 77002, and the X1.1. & LPL Family Partmership, Ltd., a Texas limited partnership.

WHEREAS, Kenneth L. Lay (the "Participant™), Chairman and Chief Executive Officer of
Enron, has contributed substantially to the success of Enron, and is employed by Enron pursuant to
an employment agreement first entered into between Enron and the Participant as of September 1,
1989 (the "Employment Agreement ").

WHEREAS, contemporaneously with the execution of this Agreement, the Participant and
Enron entered into and executed the Sixth Amendment To Employment Agreement pursuant which
(as amended, the "Employment Agreement”) the Participant and Enron agreed to enter into this
Agreement to establish a program for split dollar life insurance.

WHEREAS, the owner of life insurance policy number A4 TM&bJ), (the "Insurance
Contract”) issued by TransAmerica Occidental (the "Insurance Company”) on the jaint lives of the
Participant and his wife, Linda Phillips Lay (the "Participant’s Spouse”} shail be the KLL & LPL
Family Partnership, Ltd., a Texas limited parmership (the "Owrer”); and

WHEREAS, Enron is willing to assist in the payment of premiums under the Insurance
Contract as provided in this Agreement; and

WHEREAS, the Qwner contemporaneous herewith is assigning an interest in the Insurance
Contract to Encon as collateral security for such premium payments (the "Collateral Agreement”);

NOW, THEREFORE, in consideration of the mumal covenants and agreements described
herein, Enron and the Owner hereby agree as follows:

1. Payment of Premiums.

(a) By Enron: Enron shall pay to the Insurance Company an amount equal to
Two Hundred Eighty Thousand Two Hundred Sixty-Five Dollars ($280,265),
which shall hereinafter sometimes be referred to as the "Agreed Premium
Amount,” as its share of the initial premium for the Insurance Contract and
shall continee to pay to the Insurance Company the same Agreed Premium
Amount as its share of the annual premium for the [nsurance Contract during
the eight (8) successive years foilowing the initial premium payment (meaning
a total of nine (9) payments of the Agreed Premium Amount shail be paid by
Enron to the Insurance Company), unless this Agreement terminates earlier
as provided below, in which event Enron shall only be obligated o continue
to pay to the Insurance Company the Agreed Premium Amount on an annual
hasis until the date on which this Agreement terminates. Provided that this
Agreement shall not have terminated earlier, Enron shall have no further
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obligation to pay any amounts to the Insurance Company after Enron has
made the nine (9) payments to the Insurance Company of the Agreed
Premium Amount in the manner described herein. A portion of each such
payment of the Agreed Premium Amount by Enron to the Insurance Company
may be reported as imputed income includable as compensation in the
Participant’s gross income in accordance with federal, state, or local income
tax laws.

) By the Owner. The Owner may, but shall not be required, to pay the portion
of the annual premium (if any) on the Insurance Contract that is in excess of
the Agreed Premium Amount to be paid by Enron.

2. Insurance Contract Benefidary Desionation, The right to designate and change the
beneficiary of the Insurance Contract and to elect an optional mode of settlement is
reserved to the Owner, Such Owner shall have the right to designate and change the
beneficiaries and contingent beneficiaries and to elect an optional mode of settlement
subject to the interest of Enron as Assignee under the Collateral Agreement, and
Enron will make the Insurance Contract available to the Owner, if required for
endorsement or a change of beneficiary.

3. Pavment of Insurance Contract Proceeds in Event of Death Prior to Termination .
of this Agreement by Any Other Event If the Participant and the Participant’s
Spouse die while the Insurance Contract and this Agreement are in force, then the
proceeds of the Insurance Contract will be payable as follows:

{a) Enron shall be entitled t¢ the amount of the death benefit proceeds equal to
the sum of the Agreed Premium Amounts paid by Enron pursuant to this
Agreement.

®) The beneficiary designated by the Owner shall be entitled to the amount of
the death benefit proceeds, if any, in excess of the amount payable to Enron.

Enron shall not be responsible for payments by the Insurance Company to the Owner
of the Insurance Contract or for the benefits payable under the Insurance Contract to
the beneficiaries thereof. Neither Participant nor the Owner (including any person
or entity claiming through the Participant or the Ownér) shall have any claim against
Enron for any benefits to be provided under the Insurance Contract.

4 Pavment of Insurance Contract Proceeds In Event of Death After Termination
of this Agreement. If the Participant and the Participant’s Spouse die while the
Insurance Contract is in force and after this Agreement has previously tsrminated
(other than due 1o deaths of the Participant and the Participant’s Spouse), then the
proceeds of the Insurance Contract will be payable as follows:

(8) Enron shall not be entitled to receive any amount of the dearh beneﬂt
proceeds of the Insurance Contract,
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)] The beneficiary designated by the Owner shall be entitled to all of the death
benefit proceeds of the Insurance Contract.

Enron shall not be responsible for payments by the Insurance Company to the Qwrner
of the Insurance Contract or for benefits payable under the Insurance Contract to the
beneficiaries thereof. Neither the Participant nor the Owner (including any person
or entity claiming through the Participant or the Owner) shall have any claim against
Enron for any benefits to be provided under the Insurance Contract.

Company’s Exercise of Rights as Assignee. While this Agreement is in-force,
Enron shall have no incidents of ownership with regard to the Insurance Contract.

The power 0 surrender, terminate or cancel] the Insurance Contract and the right to
borrow or withdraw against the Insurance Contract, subject o the provisions of
Paragraph 6 below, shall remain in Owner. The Insurance Contract shall be held by
Enron until the termination of this Agreement.
-

Limitation on Rights of Owner. The Owner agrees not to withdraw, surrender,
borrow against, or pledge as security for a loan any portion of the Insurance Contract
cash value while this Agreement is in effect. Should this Agreement be terminated
for any reason, prior to the expiration of nine (3) years and thirty (30) days following
the issue date of the Insurance Contract, or should the Owner surrender the Insurance
Contract to the Insurance Company, prior to the expiration of nine (9) years and
thirty (30) days following the issue date of the Insurance Contract, the Owner agrees
that the Insurance Company shall reimburse Enron for all Agreed Premium Amounts

paid to Enron prior t any porton of the cash surrender value being paid to the _

Owner. The Owner agrees that, in the situation described in the preceding sentence,
should the Owner receive from the Insurance Company any portion of the cash
surrender value representing the Agreed Premium Amounts paid by Earon, then the
Owner shall be constructive trustee for Enron and shall pay such sums to Enron upon
receipt.

Termination of Agreement. This Agreement shall terminate upon the occurrence
of one of the following: e

(a) the date of payment to Enron by the Owner (or some other source) of the
aggregate of the Agreed Premium Amounts paid by Enron to the Insurance
Company pursuant to this Agreement;

) the date of surrender of the Insurance Contract;

(©) the date of death of the second to die of the Participant and the Participant’s
Spouse; : '

(d) thirty (30) days following the ninth (9th) anniversary of the issue date of the
Insurance Contract (meaning the month and day in the year 2003 on which
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the Insurance Contract was issued) or in January after Participant retires from
Enron, whichever is later.

In the event of termination of this Agreement pursuant to (a), {b) or (c) above, the
aggregate of the Agreed Premium Amounts paid by Enron pursuant to this Agreement
shall become due and payable to Enron. Upon payment of such amount to Enron
from the Insurance Contract, the Owner, or whatever other source, Enron shail
execute a release of the Collateral Agreement and deliver such release and the
Insurance Contract to the Owner. In the event of termination of this Agreement
pursuant to (d) above, Enron shall no longer be entitled to receive from the Insurance
Contract, the Owner, or any other source any of the Agreed. Premium. Amounts “paid
by m to this Agreement, and Enron shall execute a release of the

Collateral Agreement and shall delwer such reledse and | the e Insyrance Contract to the

()W'ncr - T

8. Amendment and Assignment of Agreement,

(a) This Agreement shall not be modified or amended except in writing signed
by Enron and the Owner.

() This Agreement is binding upon Enron, the Participant (and the Participant’s
successors, executors, adminjstrators, and transferees), the Owner (and the
Owmer’s successors and transferees) and any Insurance Contract beneficiary,

9. Taxes. Enron makes no guarantees and assumes no obligation or responsibility with
respect to the Participant’s or the Owner’s federal, state, or local income, estate,
inheritance and gift tax obligations, if any, under this Agreement, or the Collateral
Agreement, or the Insurance Contract. _

10. State Law. This Agreement shall be subject to and construed in accordance with the
laws of the State of Texas.

EC 000752806
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the day and

year first above written.

Agreed to and ratified by:

it X TS

tnneth L. Lay

7//..79/?
Jo H-a3-af

1649548

ENRON CORP.

By: k/\(\

Name: J@h’n H. Duncan

Title: Qh:iirman, Executive Committee of
B_dard of Directors

By: ) b

Name: Charles A. LeMaistre
Title: Chairman, Compensation Commitee
of Board of Directors

KLL & LPL Family Partnership, Ltd.
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COLLATERAL AGREEMENT

THIS AGREEMENT is made and entered inte by the undersigned as owner (the "Cwner™)
of Insurance Contract Number 24714 {la ("Insurance Contract”) issued by TransAmerica
Occidental (the "Insurance Company ") on the joint lives of Kenneth L. Lay (the "Participant™} and
his wife Linda Phillips Lay (the "Participant’s Spouse”), which Insurance Contract shall herein be
assigned to Enron Corp. ("Enron"}, as collateral security for those liabilities which may arise under
the terms of the Spiit Dollar Agreement between the Owmer and Enron dated as of

220 heeil , 1994 (the "Split Dollar Agreement"), subject to the terms and
conditions in the Insurance Contract.

WHEREAS, in consideration of Enron’s agreement to make certain premium payments (the
"Agreed Premium Amounts™) under the Insurance Contract, the Owner agrees to grant Enron a
security interest in the Insurance Contract as collateral security for the repayment of the aggregate
Agreed Premium Amounts paid under the Split Dollar Agreement by Enron for the Insurance
Contract, until the Split Dollar Agreement terminates in accordance with its provisions.

NOW, THEREFORE, the undersigned Owner hereby assigns, transfers and sets over to
Enron the following specific rights in the Insurance Contract subject to the following terms and
conditions:

1. This Agreement is made, and the Insurance Contract is to be held as collateral
security, for all liabilities of the Owner 1o Enron, either now existing or that may hereafter arise,
pursuant to the terms of the Split Dollar Agreement.

2. Enron’s interest in the Insurance Contract, while the Split Dollar Agreement is in
force, shall be strictly limited to the right to collect from the Insurance Company when the Insurance
Contract becomes a claim by death or surrender an amount equal to the aggregate of the Agreed
Premium Amounts paid by Enron pursuant to the Split Dollar Agreement. '

3. Subject to the terms and conditions of the Split Dollar Agreement, the Owner shall
retain all incidents of ownership in the Insurance Contract, including, but not limited to, the sole and
exclusive right to:

(a) designate and change the beneficiary of the Insurance Contract; and
(b) exercise settlement options.

4, If, at any time, Enron has pessession of the original of the Insurance Contract, Enron

shail make the Insurance Contract available to the Owner, at any time and from time to time, to

enable the Owner to exercise any right reserved by the Owner,

5. Enron covenants and agrees with the Owner that any amounts, which may be paid
to Enron by the Insurance Company pursuant to the terms of the Insurance Contract and this
Agreement and which are in excess of the then existing liabilities of the Owner under the Split Dollar
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Agreernent, shall be paid by Enron to the persons who would have been entitled thereto under the
Insurance Contract had this Agreement not been executed.

6. Upan the full payment of ali liabilities, which are then due and owing to Enron under
the Spiit Dollar Agreement, Enron shall execute an appropriate instrument of release of.this
Agreement. However, notwithstanding anything to the contrary contained above, if the Split Dollar
Agreement shall terminate in accordance with its provisions on the 30 days following the ninth (Sth)
anniversary of the issue date of the Insurance Contract, or the January following the retirement of
Owner from Enron, whichever is later, then in such situation, Enron shall have no further right to
receive any payment under the Split Dollar Agreement, and Enron shall execute an appropriate
instrument of release of this Agreement.

7. The Insurance Company shall be fully protected and discharped from further
obligation by paying in reliance upeon the terms of the Insurance Contract and/or the terms of this
Agreement.

IN WITNESS WHEREQF, the Owner and Enron have executed this Agreement effective this
42 _day of __ Ppeit , 1994,

KLL & LPL Family Partnership, Ltd.

ENRON CORP. %51}3 -3

MAQ Wi

Name: John H. Duncan
Title: G(;hainnan, Executive Comrmittee of Board of
irectors

Byrwmmm

Name: Charles A. LeMaistre
Title: Chairman, Compensation Committee of Board
of Directors ’

1650.5AB 2 Ec 000752802

D-366



12573 Wog

SPLIT DOLLAR AGREEMENT

THIS SPLIT DOLLAR AGREEMENT (this “Agreement”) Is made and entered into
effective as of December 13, 1996, by and among ENRON CORP., a Delaware corporation, with
principal offices and place of business in Houston, Texas (hereinafier referred to as the "Company™),
KENNETH L. LAY, an individual residing in Houston, Texas (hereinafter referred to as the
“Employee”), and KLL & LPL FAMILY PARTNERSHIP, LTD., a Texas limited partriership
with principal offices and place of business in Houston, Texas (hereinafter referred to as the
"Partnership”),

WITNESSETH THAT:
WHEREAS, the Employee is currently employed by the Company; and

WHEREAS, the Partnership is the owner of a pelicy of life insurance insuring the life of the
Employee in the event of the Employee’s death (hereinafter referred to as the "Policy™), which is
described in Exhibit A attached hereto and by this reference made a part hereof, and which was
issued by Transamerica Occidental Life Insurance Company (hereinafter referred to as the "Insurer');
and

WHEREAS, the Policy was obtained on October 4, 1996/ by the Partnership upon
conversion of another life insurance policy on the life of the Employee that was owned by the
Partnership and in which the Partnership had an economic interest valued at $200,112;

WHEREAS, the Company is willing to pay a portion of the premiurns due on the Policy as
an additional employment benefit for the Employee, on the terms and conditions hereinafter set forth;
and

WHEREAS, the Partnership is the owner of the Policy and, as such, possesses all incidents
of ownership in and to the Policy; and

WHEREAS, the Company wishes to have the Policy collaterally assigned to it by the
Partnership, in order to secure the repayment of the amounts which it will pay toward the premiums
on the Policy and certain other amounts;

NOW, THEREFORE, in consideration of the premises and of the mutual promises
contained herein, the parties hereto agree as follows:

1. Acquisition of Policy. The Partnership has acquired the Policy from the Insurer in
the total face amount of $11,887,900. The parties hereto have taken all necessary action 1o cause the
Insurer to issue the Policy, and shall tzke any further action which may be necessary to cause the
Policy 1o conform to the provisions of this Agreement. The parties hereto agree that the Policy shall
be subject to the terms and conditions of this Agreement and of the collateral assignment filed with
the Insurer relating to the Policy.
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2. Ownership of Policy. The Partnership shall be the sole and absolute owner of the
Policy, and may exercise all ownership rights granted to the owner thereof by the terms of the Policy,
except as may otherwise be provided herein.

-~

3. Pavment of Premivums; Provision of Informeation.

a. Except to the extent required for the Partnership to satisfy its obligations
pursuant to section 5 below, the Partnership shail not be required to make any premium payments
with respect to the Policy.

b. On or before the due date of each annual Policy premium, or within the grace
period provided therein, the Company shall pay $250,000 to the Insurer, and shall, upon request,
promptly furnish the Partmership evidence of timely payment of such premium. Except with the
consent of the Partnership, the Company shall not pay less than the amount provided in the preceding
sentence, but it may, in its discretion, at any time and from time to time, subject to acceptance of such
amount by the Insurer, pay more than such amount or make other premium payments on the Policy.
Notwithstanding any provision herein to the contrary, the Company shall have no obligation (1) to
make more than five annual premium payments in the amount specified in the preceding provisions
of this paragraph or (2) to make any premium payments on or after the date the Employee’s
employment with the Company terminates for any reason whatsoever.

c. The Company shall annually fumish to the Employes a statement of the
amount of income reportable by the Employee for federal and state income tax purposes as a result
of the insurance protection provided the Partnership’s Policy beneficiary. The Partnership and the
Employee shall promptly furnish the Company with (1) copies of any information or notices provided
by the Insurer from time to time with respect to the Policy and (2) any other material or information
relating to the Policy and reasonably requested by the Company from time to time.

4. Collateral Assignment. To secure the repayment to the Company of the amount of
the premiums cn the Policy paid by it hereunder and the other amounts due to the Company
hereunder, the Partnership has, contemporaneously herewith, assigned the Policy to the Company
as collateral under a separate assignment instrument. The collateral assignment of the Policy to the
Company shall not be terminated, altered or amended by the Partnership, without the express written
consent of the Company. The parties hereto agree to take all action necessary to cause such collateral
assignment to conform to the provisions of this Agreement and to be accepted by the Insurer.
Without limiting the scope of the preceding provisions of this section, the parties hereto agree that
the Company shall have an interest in the cash surrender value of the Policy to secure the amounts
due to the Company hereunder, which interest shall in no event be less than the aggregate premium
payments made with respect to the Policy by the Company pursuant to section 3(b) above,

5. Limitations on Partnership’s Rights in Pelicy. The Partnership shall not sell,
assign, transfer, borrow against or withdraw from the cash surrender value of the Policy, surrender,
or cancel the Policy without, in any such case, the express written consent of the Company. Further,
the Partnership shall not change the beneficiary designation provision of the Policy, change the
elected death benefit option provisions thereof, decrease or increase the face amount of insurance,
fail to make premium payments, take any other action, or fail to take any action if, as a result of any
such action or inaction, (a) the aggregate death benefits payable under the Policy at any given time
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would be less than the portion of the death benefits payable to the Company pursuant to the first
sentence of section 6(b) below if the Employee’s death was to occur at such time or (b) the projected
cash surrender value of the Policy upon Employee’s attainment of 100 years of age (determined
based upon the Insurer’s assumptions prevailing at the time of any such action or inaction) would
be less than $250,000. :

6. Collection of Death Proceeds.

a. Upon the death of the Employee prior to the termination of this Agreement
during the Employee’s lifetime, the Company and the Partnership shall cooperate with the
beneficiary or beneficiaries designated by the Partnership to take whatever action is necessary to
collect the death benefit provided under the Policy. When such benefit has been collected and paid
as provided herein, this Agreement shall thereupon terminate.

b. Upon the death of the Employee prior to the termination of this Agreement
during the Employee’s lifetime, the Company shall have the unqualified right to receive $1,250,000
of such death benefit in a single lump sum cash payment; provided, however, that if the Employee’s
employment with the Company has terminated for any reason whatsoever (other than death) prior
to the date upon which the Company has paid all five of the annual premium payments provided for
in section 3(b) above, then the amount of the death benefit payable to the Company shall be reduced
to an amount equal to the aggregate premium payments made by the Company pursuant to section
3(b) above on or before the date of such termination. The balance of the death benefit provided
under the Policy, if any, shall be paid directly to the beneficiary or beneficiaries designated by the
Partnership, in the manner and in the amount or amounts provided in the beneficiary designation
provision of the Policy. In no event shall the amount payable to the Company hereunder exceed the
insurance benefits payable at the death of the Employee. No amount shall be paid from such
msurance beneflts to the beneficiary or beneficiaries designated by the Partnership until the full
amount due the Company hereunder has been paid. The parties hereto agree that the beneficiary
designation provision of the Policy shall conform to the provisions hereof.

C. Notwithstanding any provision hereof to the contrary, in the event that, for any
reason whatsoever, no death benefit is payable under the Policy upon the death of the Employee prior
to the termination of this Agreement during the Employee’s lifetime and in lieu thereof the Insurer
refunds all or any part of the premiums paid for the Policy, the. Company and the Partnership’s
designated beneficiary or beneficiaries shall have the unqualified right to share such premiums based
on the respective cumulative contributions by the Company and the Partnership thereto. For
purposes of the preceding sentence, the Partnership shall be deemed to have made a premium
payment with respect to the Policy on the effective date of this Agreement in an amount equal to
$200,112.

7. Termination of the Agreement During the Emplovee's Lifetime.

a. This Agreement may be terminated by the Partnership at any time during the
Employee’s lifetime upon written notice to the Company and payment to the Company by the
Partnership at the time of such notice of a single lump sum cash payment in the amount of
$1.250,000; provided, however, that if the Employee’s employment with the Company has
terminated for any reason whatsoever (other than death) prior to the date upon which the Company
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has paid all five of the annual premium payments provided for in section 3{b) above, then the amount
of such required payment to the Company by the Partnership shall be reduced 10 an amount equal
to the aggregate premium payments made by the Company pursuant to section 3(b) above on or
before the date of such termination. Upon receipt of such amount, the Company shall release the
collateral assignment of the Policy by the execution and delivery of an appropriate instrument of
release. :

b. This Agreement shall automatically terminate, during the Employee's lifetime,
without notice, upon the occurrence of any of the following events: (1} total cessation of the
Company's business; (2) bankruptey, receivership or dissolution of the Company; or (3) mutual
written consent of the parties. 11 this Agreement terminates for a reason described in the preceding
sentence, then for sixty (60) days after the date of the termination of this Agreement, the Partnership
shall have the option of obtaining the release of the collateral assignment of the Policy to the
Company. To obtain such release, the Partnership shall repay to the Company the total amount of
the premium pgyments made by thie Company hereunder, less any indebtedness scoured by the Policy!
which was incurred by the Company and remains outstinding as of the date of such termination,
including any interest due on such indebtedness. Upon receipt of such amount, the Company shall
release the collateral assignment of the Policy by the execution and delivery of an appropriate
nstrament of release. If the Partnéiship fails to exercise such option within such sixty (60) day
period, then, at the request of the Company, the Partnership shall execute any document or

transfer the interest of the Partnership in the Policy to the

Gocuments equired by the Insurer fo transfes the interest of the Partnership in the Po
Company. Alternatively, the Company may enforce its right (o be repaid the amount of the premiums

ofi the Policy paid by it from the cash surrender value of the Policy under the collateral assignment
of the Policy; provided that in the event the cash surrender value of the Policy exceeds the amount
due the Compéh’?,’"s{ugfi_'_'_é){?:‘_és_ﬁ‘sf}@l'EE'paid to the Partmership. Thereafter, neither the Partnership

nor any person claiming under the Partnership shall have any further interest in and to the Policy,
either under the terms thereof or under this Agreement.

3. Insurer Not a Party. The Insurer shall be fully discharged from its obligations under
the Policy by payment of the Policy death benefit to the beneficiary or beneficiaries named in the
Policy, subject to the terms and conditions of the Policy. In no event shall the Insurer be considered
a party to this Agreement, or any modification or amendment hereof. No provisien of this
Agreement, nor of any modification or amendment hereof, shall in any way be construed as
enlarging, changing, varying, or in any other way affecting the obligations of the Insurer as expressly
provided in the Policy, except insofar as the provisions hereof are made a part of the Policy by the
collateral assignment executed by the Partnership and filed with the Insurer in connection herewith.

Q. Named Fiduciary. Determination of Benefits, Claims Procedure and
Administration.

a. The Company is hereby designated as the named fiduciary under this
Agreement. The named fiduciary shall have authority to control and manage the operation and
administration of this Agreement, and it shall be responsible for establishing and carrying out a
funding policy and method consistent with the objectives of this Agreement.

b. (1) Claim. A person who believes that he or she is being denied a benefit
10 which he or she is entitied under this Agreement (hereinafter referred 10 as a "Claimant") may file
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a written request for such benefit with the Company, setting forth his or her claim. The request must
be addressed to the Company at its then principal place of business.

(2) Claim Decision. Upon receipt of a claim, the Company shall advise
the Claimant that a reply will be forthcoming within ninety {50) days and shall, in fact, deliver such
reply within such period. The Company may, however, extend the reply period for an additional
ninety (90} days for reasonable cause.

If the claim is denied in whole or in part, the Company shall adopt a
writteni opinion, using language calculated to be understood by the Claimant, setting forth: (i) the
specific reason or reasons for such denial; (ii) the specific reference to pertinent provisions of this
Agreement on which such denial is based; (iii) a description of any additional material or information
necessary for the Claimant to perfect his or her claim and an explanation why such material or such
information is necessary; {(iv) appropriate information as to the steps to be taken if the Claimant
wishes to submit the claim for review; and (v) the time limits for requesting a review under
subsection (3) and for review under subsection (4) hereof.

(3) Request for Review. With sixty (60) days after the receipt by the
Claimant of the written opinion described above, the Claimant may request in writing that the
Company review its determination. Such request must be addressed to the Company, at its then
principal place of business. The Claimant or his or her duly authorized representative may, but need
not, review the pertinent documents and submit issues and comments in writing for consideration
by the Company. If the Claimant does not request a review of the Company's determination within
such sixty (60) day period, he or she shall be barred and estopped from challenging the Company's
determination.

(4) Review of Decision. Within sixty (60) days after the Company’s
receipt of a request for review, it will review the determination. After considenng all matenals
presented by the Claimant, the Company will render a written opinion, written in a manner calculated
to be understood by the Claimant, setting forth the specific reasons for the decision and containing
specific references to the pertinent provisions of this Agreement on which the decision is based. If
special circurnstances require that the sixty (60) day time period be extended, the Company will so
notify the Claimant and will render the decision as soon as possible, but no later than one hundred
twenty (120) days after receipt of the request for review.

10. Amendment. This Agreement may not be amended, altered or modified, except by
a written instrument signed by the parties hereto, or their respective successors or assigns, and may
not be otherwise terminated except as provided herein.

11. Binding Effect. This Agreement shall be binding upon and inure to the bepefit of
the Company and its successors and assigns, and the Employee, the Partnership, and their respective
successors, assigns, heirs, executors, administrators, and beneficiaries.

12. Notice. Any notice, consent or demand required or permitted to be given under the
provisions of this Agreement shall be in writing, and shall be signed by the party giving or making
the same. If such notice, consent or demand is mailed to a party hereto, it shall be sent by United
States certified mail, postage prepaid, addressed to such party's last known address as shown on the
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records of the Company. The date of such mailing shall be deemed the date of notice, consent or
demand.

13. Taxes. The Company makes no guarantees and assumes no obligations or
responsibilities with respect to the Employee’s or the Partnership’s federal, state, or local income,
estate, inheritance, and gift tax obligations, if any, under this Agreement, the Policy, or the collateral
assignment of the Policy to the Company.

13. Governing Law. This Agreement, and the rights of the parties hereunder, shall be
governed by and construed in accordance with the laws of the State of Texas.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement in triplicate on
this the }5 T4 day of December, 1996, effective as of Decemnber 13, 1996. '

ENRON CORP.

By: Q\Agng (QL 21 Y !Q!FQ-QL:Q

Name: Charies A. LeMaistre
Title: Chairman, Compensation Committee
of Board of Directors

“COMPANY”

W
Aenneth L. Lay /

KLL & LPL FAMILY PARTNERSHIP, LTD.

“EMPLOYEE”

By:

ame: Kenneth L. Lavy

Title: Managing Par;ér

“PARTNERSHIP”
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EXHIBIT A

The following life insurance policy is subject to the attached Split Doilar Agreement:

Insurer:
Insured:
Policy Number:

Face Amount:

Effective Date of Policy:

VEHOUO2:55791.10
t2r13/96

Transamerica Occidental Life Insurance Company

Kenneth L. Lay
92539065

$11,887,900

QOctober 14, 1996
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THIS SPLIT DOLLAR AGREEMENT (this “Agreement’”) is made and entered into effective
as of May 23, 1997, by and among ENRON CORP., 2 Delaware corporation, with principal offices
and place of business in Houston, Texas (hereinafter referred to as the “Company™), JEFFREY K.
SKILLING, an individual residing in Houston, Texas (hereinafter referred to as the “Employee””), and
MARK DAVID SKILLING, an individual residing in the State of California, in his capacity as the
Trustee of the Jeffrey Keith Skilling Family 1996 Trust under irrevocable trust agreement dated
December 31, 1996 (hereinafter referred to as the “Owner’™),

WITNESSETH THAT:
WHEREAS, the Employee is currently employed by the Company; and

WHEREAS, the Employee wishes to provide life insurance protection for his family under a
policy of life insurance (hereinafter referred to as the “Policy™) insuring the life of the Employee, which
Policy is described in Exhibit A attached hereto and by this reference made a part hereof, and which
is being issued by Massachusetts Mutual Life Insurance Company (hereinafter referred to as the
“Insurer’™); and

WHEREAS, the Company is willing to pay a portion of the premiums due on the Policy as an
additional employment benefit for the Employee, on the terms and conditions hereinafter set forth; and

WHEREAS, the Owner will be the owner of the Policy and, as such, will possess all incidents
of ownership in and to the Policy; and

WHEREAS, the Company wishes to have the Policy collaterally assigned to it by the Qwner,
in order to secure the repayment of the amounts which it will pay toward the premiums on the Policy;

NOW, THEREFORE, in consideration of the premises and of the mutual promises contained
herein, the parties hereto agree as follows:

1. Acquisition_of Policy. The Owner will contermnporaneousty purchase the Policy from
the Insurer in the total face amount of $8,000,000. The parties hereto agree that they shall take all
reasonable action necessary to cause the Insurer to issue the Policy, and shall take any further
reasonable action which may be necessary to cause the Policy to conform to the provisions of this
Agreement. The parties hereto agree that the Policy shall be subject to the terms and conditions of this
Agreement and of the collateral assignoment filed with the Insurer relating to the Policy.

2. Ownership of Policy. The Owner shall be the sole and absolute owner of the Policy,
and may exercise all ownership rights granted to the owner thereof by the terms of the Policy, except
as may otherwise be provided herein.
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3. Payment of Premiums; Provision of Information.

a. On or before the due date of each annual Policy premium, or within the grace
period provided therein, the Owner shall pay to the Insurer an amount equal to the annual cost of
current life insurance protection on the life of the Employee, measured by the Insurer's current
published minimum premium rate for standard disks. Upon request, the Owner shall promptly furnish
the Company evidence of timely payment of such premium. If the Owner fails to make such timely
payment, the Company, in its sole discretion, may elect to make the Owner’s portion of the premium
payment, which payment shall be recovered by the Company as provided herein.

b, On or before the due date of each annual Pelicy premium, or within the grace
period provided therein, the Company shall pay to the Insurer the difference between (13 $115,250 and
(2) the amount of such annual Policy premium paid by the Owner pursuant to Section 3(a} above. Upon
request, the Company shall promptly furnish the Owner evidence of timely payment of such premium.
Notwithstanding any provision herein to the contrary, the Company shall have no obligation (i) to make
more than four annual premium payments in the amount specified in the preceding provisions of this
paragraph or (ii) to make any premium payments on or after the date the Employee’s employment with

the Company terminates for any reason whatsoever.

c. The Company shall annuaily fumnish to the Employee a statement of the amount
of income, if any, reportzble by the Employee for federal and state income tax purposes as a result of
the payment of Policy premiums by the Company. The Owner and the Employee shall promptly furnish
the Company with (1) copies of any information or notices provided by the Insurer from time to time
with respect to the Policy and (2) any other material or information relating to the Policy and reasonably
requested by the Company from time to time. '

4, Collateral Assipnment. To secure the repayment 10 the Company of the amount of the
premiums on the Policy paid by it hereunder, the Owner has, contemporaneously herewith, assigned
the Policy to the Company as collateral under a separate assignment instrument. The collateral
assignment of the Policy to the Company shall not be terminated, altered or amended by the Owner,
without the express written consent of the Company. The parties hereto agree to take all action
necessary to cause such collateral assignment to conform to the provisions of this Agreement and to
be accepted by the Insurer. Without limiting the scope of the preceding provisions of this section, the
parties hereto agree that the Company shall have an interest in the cash surrender value and the death
benefits under the Policy to secure the amounts due to the Company, hereunder, which interest shall in
no event be less than the aggregate premium payments made with respect to the Policy by the Company
pursuant to section 3 above.

5. Limitations on Owner’s Rights in Policy. The Owner shall not sell, assign, transfer,
borrow against or withdraw from the cash surrender value of the Policy, surrender, or cancel the Policy

without, in any such case, the express written consent of the Company. Further, the Owner shall not
charige the beneficiary designation provision of the Policy, change the elected death benefit option
provisions thereof, decrease or increase the face amount of insurance, fail to make premium payments,
take any other action, or fail to take any action if, as a result of any such action or inaction, (2) the
aggregate death benefits payable under the Policy at any given time would be less than the portion of
the death benefits payable to the Company pursuant to the first sentence of section 6(b) below if the
Employee’s death was to occur at such time or (b) the cash surrender value of the Policy would be
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reduced (provided, however, that this clause shall not prevent the Cwner from taking any action, or
failing to take any action, if, as a result thereof, the cash surrender value of the Policy is reduced to an
amount that is at least equal to the aggregate amount of premium payments made by the Company
hereunder).

6. Collection of Death Proceeds.

a. Upon the death of the Employee prior to the termination of this Agreement
during the Employee’s lifetimne, the Company and the Owner shall cooperate with the beneficiary or
beneficiaries designated by the QOwner to take whatever action is necessary to collect the death benefit
provided under the Policy. When such benefit has been collected and paid as provided herein, this
Agreement shall thereupon terminate. |

b. Upon the death of the Employee prior to the termination of this Agreement
during the Employee’s lifetime, the Company shall have the unqualified right to receive a portion of
such death benefit in a single lump sum cash payment in an amount equal to the aggregate amount of
premium payments made by the Company hereunder. The balance of the death benefit provided under
the Policy, if any, shall be paid directly to the beneficiary or beneficiaries designated by the Owner, in
the manner and in the amount or amounts provided in the beneficiary designation provision of the
Policy. In no event shall the amount payabie to the Company hereunder exceed the insurance benefits
payable under the Policy at the death of the Employee. No amount shall be paid from such insurance
benefits to the beneficiary or beneficiaries designated by the Owner unti] the full amount due the
Company hereunder has been paid. The parties hereto agree that, upon the request of the Company,
the beneficiary designation provision of the Policy shall conform to the provisions hereof.

C. Notwithstanding any provision hereof to the contrary, in the event that, for any
reason whatsoever, no death benefit is payable under the Policy upon the death of the Employee prior
to the termination of this Agreement during the Employee’s lifetime and in lieu thereof the Insurer
refunds all or any part of the premiums paid for the Policy, the Company and the Owner’s designated
beneficiary or beneficiaries shall have the unqualified right to share such premiums based on the
respective cumulative contributions by the Company and the Owner thereto.

7. Termination of the Agreement During the Employee's Lifetime.

a. This Agreement may be terminated by the Owner at any time during the
Employee’s lifetime upon written notice to the Company and payment to the Company by the Owner
at the time of such notice of a single lump sum cash payment in an amount equal to the aggregate
premium payments made by the Company pursuant to section 3 above on or before the date of such
termination. Upon receipt of such amount, the Company shall release the collateral assignment of the
Policy by the execution and delivery of an appropriate instrument of release.

b. This Agreement shall automatically terminate, during the Employee's lifetime,
without notice, upon the occurrence of any of the following events: (1) total cessation of the Company's
business; {2) bankruptcy, receivership or dissolution of the Company; (3) termination of the
Employee’s employment with the Company for any reason whatsoever; (4) failure of the Owner to
timely pay to the Insurer the Qwner’s portion of the premium, if any, due hereunder, unless the
Company elects to make such payment on behalf of the Owner as provided herein; or (5) mutual written
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consent of the parties. [fthis Agreement terminates for a reason described in the preceding sentence,
then for sixty (60) days after the date of the termination of this Agreement, the Owner shall have the
option of cbtaining the release of the collateral assignment of the Policy to the Company. To obtain
such release, the Owner shall repay to the Company the total amount of the premium payments made
by the Company hereunder, less any indebtedness secured by the Policy which was incurred by the
Company and remains outstanding as of the date of such termination, including any interest due on such
indebtedness. Upon receipt of such amount, the Company shall release the collateral assignment of the
Policy by the execution and delivery of an appropriate instrument of release, If the Owner fails to
exercise such option within such sixty (60) day period, then, at the request of the Company, the Owner
shall execute any document or documents required by the Insurer to transfer the interest of the Qwner
in the Policy to the Company. Alternatively, the Company may enforce its right to be repaid the amount
due it hereunder from the cash surrender value of the Policy under the collateral assignment of the
Policy; provided that in the event the cash surrender value of the Policy exceeds the amount due the
Company, such excess shall be paid to the Owner, Thereafter, neither the Owner nor any person
claiming under the Qwner shall have any further interest in and to the Policy, either under the terms
thereof or under this Agreement.

8. Insurer Not a Party. The Insurer shall be fully discharged from its obligations under
the Policy by payment of the Policy death benefit to the beneficiary or beneficiaries named in the
Policy, subject to the terms and conditions of the Policy. In ne event shali the Insurer be considered
a party to this Agreement, or any modification or amendment hereof. No provision of this Agreement,
nor of any modification or amendment hereof, shall in any way be construed as enlarging, changing,
varying, or in any other way affecting the obligations of the Insurer as expressly provided in the Policy,
except insofar as the provisions hereof are made a part of the Policy by the collateral assignment
executed by the Owner and filed with the Insurer in connection herewith,

S amed iduciary. etermination e lai Prgcedure an

Administration.

a, Named Fiduciary. The Company is hereby designated as the named fiduciary
under this Agreement. The named fiduciary shall have authority to control and manage the operation
and administration of this Agreement, and it shall be responsibie for establishing and carrying outa
funding pelicy and method consistent with the objectives of this Agreement.

b. ¢Y)] Claim. A person whao believes that he or she is being denied a benefit
to which he or she is entitled under this Agreement (hereinafter referred to as a “Claimant’} may file
a written request for such benefit with the Company, setting forth his or her claim. The request must
be addressed to the Company at its then principal place of business.

) Claim Decision. Upon receipt of a claim, the Company shall advise the
Claimant that a reply will be forthcoming within ninety (90) days and shall, in fact, deliver such reply
within such period. The Company may, however, extend the reply period for an additional ninety (50)
days for reasonable cause.

[f the claim is denied in whole or in part, the Company shall adopt a
written opinion, using language calculated to be understood by the Claimant, setting forth: (i) the
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specific reason or 1easons for such denial; (ii) the specific reference to pertinent provisiens of this
Agreement on which such denial is based; (iii) 2 description of any additic nal material or information
necessary for the Claimant 10 perfect his or her claim and an explanation why such material or such
nformation is necessary; (iv) appropriate information as to the steps to be taken if the Claimant wishes
to submit the claim for review; and (v) the time limits for requesting a review under subsection (3) and
for review under subsection (4) hereof.

(3)  Request for Review. Within sixty (60) days after the receipt by the
Claimant of the written opinion described above, the Claimant may request in writing that the Company
review its determination. Such request must be addressed to the Company, at 1ts then principal place
of business. The Claimant or his or her duly authorized representative may, but need not, review the
pertinent documents and submit issues and comments in writing for consideration by the Company.
If the Claimant does not request 2 review of the Company's determination within such sixty (60) day
period, he or she shall be barred and estopped from challenging the Company's determination.

(4)  Review of Decision. Within sixty (60) days after the Company’s receipt
of a request for review, it will review the determination. After considering all materials presented by
the Claimant, the Company will render a written opinion, written in a manner calculated to be
understood by the Claimant, setting forth the specific reasons for the decision and containing specific
references to the pertinent provisions of this Agreement on which the decision is based. If special
. circumnstances require that the sixty (60) day time period be extended, the Company will so notify the
Claimant and will render the decision as soon as possible, but no later than one hundred twenty (120)
days after receipt of the request for review, '

10. Amendment. This Agreement may not be amended, altered or modified, except by 2
written instrument signed by the parties hereto, or their respective SUCCESSOTS Or assigns, and may not
be otherwise terminated except as provided herein.

1. Binding Effect. This Agreement shall be binding upon and inure to the benefit of the
Company and its successors and assigns, and the Employee, the Owner, and their respective
successors, assigns, heirs, executers, administrators, and beneficiaries.

12. Notice. Any notice, consent or demand required or permitted to be given under the
provisions of this Agreement shall be in writing, and shall be signed by the party giving or making the
same. 1f such notice, consent or demand is mailed to a party hereto, it shall be sent by United States
certified mail, postage prepaid, addressed to such party's last known address as shown on the records
of the Company. The date of such mailing shall be deemed the date of notice, consent or ¢emand.

13.  Taxes. The Company makes no guarantees and assumes no obligations or
responsibilities with respect to the Employee’s or the Owner's federal, state, or local income, estate,
inheritance, and gift tax obligations, if any, under this Agresment, the Policy, or the collateral
assignment of the Policy to the Company.

14,  Governing Law. This Agreement, and the rights of the parties hereunder, shall be
governed by and construed in accordarice with the laws of the State of Texas.
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IN WITNESS WHEREQF, the parties hereto have executed this Agreement in triplicate on

this the 23rd day of May, 1997.

ENRON CORP.
A /zv/%w///?

. Kenneth L. ﬁaif
Title: Chairman and Chj
Executive Officér
| )Aéézi“COMPANT’
J effrey/w ' | , '

kidling

“EMPLOYEE”

D esd AN~ D

Mark David Skilling, Trus@e ok the Jeffrey
Keith Skilling Family 1996 T

1] O“NIFD[ E’R”
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EXHIBIT A

The following life insurance policy is subject to the attached Split Dollar Agreement:

Insurer:
Insured:
Policy Number:

Face Amount:

Effective Date of Policy:

YEHOUG2:T2489.1

2397

Massachusetts Mutual Life Insurance Company
Jeffrey K. Skilling

11502 764

$8,000,000

May 23, 1997
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ASSIGNMENT OF LIFE INSURANCE POLICY AS COLLATERAL

A, FOR VALUE RECEIVED, the undersigned (hereinafter the “Owner”) hereby
assigns, transfers and sets over to Enron Corp., with principal offices and place of business in
Houston, Texas, its successors and assigns (hereinafter the “Assignee™), Policy No.11 502 764 issued
by Massachusetts Mutual Life Insurance Company (hereinafter the “Insurer), and any
supplementary contracts issued in connection therewith {said policy and contracts hereinafter the
“Policy™), insuring the life of Jeffrey K. Skilling, and all claims, options, privileges, rights, title and
interest therein and thereunder (except as otherwise provided herein), subject to all the terms and
conditions of the Policy and to all superior liens, if any, which the Insurer may have against the
Policy. The Owmer, by this Assignment, and the Assighee, by acceptance of the assignment of the
Policy to it hereunder, agree to the terms and conditions contained herein.

B. This Assignment is made and the Policy is to be held as collateral security for any and
all liabilities and obligations of the Owner to the Assignee, either now existing or that may hereafter
arise, under and pursuant to that certain Split Dollar Agreement by and among the Owner, the
Assignee, and Jeffrey K. Skilling, dated and effective as of May 23, 1997 (hereinafter the “Spiit
Dollar Agreement™). The liabilities and obligations described in the preceding sentence are
hereinafter referred to as the “Liabilities.”

C. [t is expressly agreed that, without detracting from the generality of the foregoing, the
following specific rights are included in this Assignment and pass to the Assignee by virtue hereof:

1. The sole right to collect from the Insurer the net proceeds of the Policy when
it becomes a claim by death or maturity;

2. The sole right to surrender the Policy and receive the surrender value thereof
at any time provided by the terms of the Policy and at such other times as the Insurer may
allow; and

3. The sole right to obtain one or more loans or advances on the Policy, either

from the Insurer or, at any time, from other persons, and to pledge or assign the Policy as
security for such loans or advances.

D. It is expressly agreed that the following specific rights, so long as the Policy has not
been surrendered and to the extent permitted under the Split Dollar Agreement, are reserved by the
Owner and excluded from this Assignment and deo not pass by virtue hereof:

1. The right to designate and change the beneficiary; and

2. The right to elect any optional mode of settlement permitted by the Policy or
allowed by the Insurer.
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However, the reservation of these rights by the Owner shall in no way impair the right of the
Assignee to swrender the Policy nor impair any other right of the Assignee hereunder. Further, any
exercise of these rights shall be made subject to this Assignment and to the rights of the Assignee
hereunder.

E. Notwithstanding the foregoing, the Assignee covenants and agrees with the Qwner
as follows:

1. Any balance of sums received hereunder from the Insurer remaining after
payment of the then existing Liabilities shall be paid by the Assignee to the persons entitled
thereto under the terms of the Policy, had this Assignment not been executed;

2. The Assignee will not exercise the right to surrender the Policy, nor the right
to obtain policy loans from the Insurer, unless and until there has been default in any of the
Liabilities or the Split Dellar Agreement has been terminated, pursuant to its terms; in any
event, the Assignee will not exercise any such right until twenty (20) days after the Assignee
shall have mailed notice of intention to exercise such right, by first class mail, to the Qwner
at the address last supplied in wrnting to the Assignee specifically referring to this
Assignment, and

3. The Assignee will, upon request, forward the Policy to the [nsurer without
unreasonable delay, for endorsement of any designation or change of beneficiary or any
election of an optional mode of settiement that has been elected by the Owner.

F. The Insurer is hereby authorized to recognize the Assignee's claims to rights
hereunder without investigating the reason for any acticn taken by the Assignee, the validity or the
amount of the Liabilities, the existence of any default therein, termination of the Split Dollar
Agreement, the giving of any notice hereunder, or the application to be made by the Assignee of any
amounts to be paid to the Assignee. The sole signature of the Assignee shall be sufficient for the
exercise of any rights under the Policy assigned hereby and the sole receipt of the Assignee for any
sums received shall be a full discharge and release therefor to the Insurer, Payment for all or any part
of the sums due under the Policy and assigned herein shall be drawn to the exclusive order of or as
directed by the Assignee if, when, and in such amounts as may be requested by the Assignee.

G. The Assignee shall be under no obligation to pay any premium on the Policy nor the
principal of or interest on any loans or advances on the Policy, whether or not obtained by the
Assignee, or any other charges on the Policy.

H. The exercise of any right, option, privilege or power given herein to the Assignee
shall be at the option of the Assignee, and (except as provided herein) the Assignee may exercise any
such right, eption, privilege or power without notice to, or assent by, or affecting the liability of, or
releasing any interest hereby assigned by the Owner.

L If applicable, the Assignee may take or release other security, may release any party
primarily or secondarily liable for any of the Liabilities, may grant extensions, renewals or
indulgences with respect to the Liabilities, or may apply the proceeds of the Policy hereby assigned
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or any amount received on account of the Policy by the exercise of any right permitted under this
Assignment to the Liabilities in such order as the Assignee shall determine, without resorting to or
regard to other security.

I As applied to the duties and respensibilities of the Insurer, in the event of any conflict
between the provisions of this Assignment and the provisions of the Split Dollar Agreement with
respect to the Policy or the Assignee's rights of collateral security therein, the provisions of this
Assignment shall prevail. As applied between the Owner and the Assignee, in the event of any such
conflict, the provisions of the Split Dollar Agreement shall prevail.

K. The Owner declares that no proceedings in bankruptcy are pending against the Owner
and that the Owner's property is not subject to any assignment for the benefit of creditors of the

Owmer.

SIGNED this 2% dayof _ Sw<Q , 1997, effective as of May 23, 1997.

B Dend DN

Mark David Skilling, Trustee &f the Yeffrey
Keith Skilling Family 1996 Trus

“OWNER”

This Assignment is hereby accepted and agreed to by the Assignee.

ENRON CORP.

By:

ame: Kenneth ¥, Lay
Title: Chairman and Chi
Executive Qfficer

“ASSIGNEE”
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STATE OF CALIFORNIA
SAN FRANCISCO COUNTY

o
On the ,,2 g day of Mx/, 1997, before me personally came MARK DAVID
SKILLING, trustee of the Jeﬁrey Keith Skilling Family 1996 Trust, to me known to be the
individual who executed the Assignment on the preceding pages hereof and acknowledged to me that
he executed the same.

§
§
§

;

Notary Public in and for N_\
THE STATE OF CALIFORNIA

My Conunission Expires:

M——i 3-7[; fPF?

VEHOU0Z:72493.1
5723497

Wy Comes Lages Feb, 24, 1969

'v':""“"-“v\-\rvvv-v--‘
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Jeffrey K. Skilling
Split Doliar Premium Payment Schedule
Policy # 11 502 764

Annual Premium: $115,250
Policy Issue Date: 5/27/97

3 year policy
Premium Payment
» Year Enrcon Trustee Total
1997 $107,673.00 $7,877.00 $115,250.00
1998 $110,181.61 $5,058.39 $115,250.00
1999 $109,867.49 $5,382.51 $115,250.00
2000 $109,388.39 $5,861.61 $115,250.00
2001 $110,870.16 $4,3749.84 $115,250.00
Total Paid $547,990.65 $28,259.35 $576,250.00
Rounds to

$548,000.00
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