M2 WNinD
‘H

L661 ‘LT Yore

vonuiedio)) N0 MIN ISTI] SIIRY Jo Lrempisqus pIUAQ-AROGM Y

Auedwio)) jsnij, s1yuey

"dd0)) NOINH

40f OUIIDRY UOISSHISYT

EC2 000037924

B-244




fuedwo)) jsnif, sidquey : I . S—

“d10)) usudeuepy
Auadoig uotug o) "dio)) voNrg woijy uonnqUIUed feded pue saNLMdSG Anseal], S Jo uonnqmuo) (1)

M

-

-d107) JusumoSeuepy
Auadoig uosuyg

i

yse) 2£9°'28

sanunaag Anseas], 000°0Er01$ (1)

1
[ |
1
Yooig uomuno)) ZE9ZEV'0IS (1) "
1

- ~d10)) uosug]

e Surso) U0 SMOYSE)) TofesURL ],

EC2 000037925

B-245



Auedwio)) ysna , siajuey 7 acrts anere
: “d03 VORI 0) YSEI TS0 JO URO] '] SPUEg JosEAT vy (D)
ssuadys sonwser] jo wouke )
‘41 ‘ssmmg Fuiser] bani j0 UIRTLIO.] (%)
10 uosuy 0) Ysea $520%3 Jo teoy 1)) Buipioyy spmbry uangg (£)
“t107y Juiptoyy spenbry vomrg jo woimwoy (7))
*uy “FRORJ FUOTRZITEI] JO UOTHNILIOY {}
TE——
et ey Pistaratnlyy Sy
IR 2 - onon oo
[~ ==
——) e (D

aje(] SuISO[) UO SMO[JYSE.) UOI)IBSTRL],

[enuRpyuo) *dio]) uoaryg

EC2 000037926

B-246



Auedwio)) ISnl ], sIajueg

t

— YA 147 Y T IBUIe806 S0,
22 pue
000'000°p 000'000y 1AM ‘SI0SAPY
ag
0sT0L 0sz'01 2mppoyy spsnbry voxoy
| |
STUCERTE ETTEERLE ‘ssoupre dwser] voiny
“ouj
60Z'80F TC 0TS0V TT ‘aaupreg puopsniuedi)
uoneiodio)) JuatsIAu]
(000°000°01) 000°000°01 fede)) Jemmojog
(165°0£8°20) 165'068'77 du| ‘amaspg LE-NA
: *d10)) Joundeusyy
€97 7€9C fyadosg vosuy
165'0£8°87$ 887108 ELY'EPE'OES uoagy
GoPIsog ¥ PN - SRopnQp smoga] onuy

2)e(q uiso[) U0 SMO[JYSE)) UCTJIBSURL],

JEnuIpLue)



Auedwo)) Jsni], siayuey v wa sv21 seniae

T IR EV RS EROVINEINVEYH

100 ¥ 30 J7 sy Jurser] uanrg mot) C72°EER0ES 3130 [t “dsoy oy (£7)
9104 ¥ 10} 3dueydx2 1 “dxo7) vanry o) €77 EER'OES JPSURE Jlim °g "] “ssnay dnseryvonyg  (z7)

- 50 Juawaoeid/0siApe € S Ausduio) ST L SKYwEg OF O 000'ZS 2215we [ dso) vareg  (17)
- 590) ey se s2Amer] 01 DOO'000" 1S FRyTURA [[ue 4] ‘il Jursea] woury  {07)
..S__a...uaa\ba_ Ape se Amedwon) yeni] sraqueg o) GOD000" [ $ 1SR [[im 4] ‘sionmg Juserj ooy (61)

IS FT 95| ¥ NS {j1a PUR "] "areswia(] LH-NE WO TEG'TEN'GIS M0 |itm 4] ‘siwped Fmiseoy oy (8])
Jﬁsammua_.g__iva.gﬁnnhﬁ:b.&ncsamﬁe 7E9'Z$ 3ara0at jitam 4T ‘sroupmy Supseary voury (L))
ISAUNW J| FRG & IOTSE [ PE 2u] ‘s procrziondi) Wy 656°L6ETZS AL [ ‘g ‘s Swrseoy non]  (91)

snm drgsaovyred o | € 105 SFTRRRS 8 4] 'Sy Juises] 01 ZEYTEY'DIS TYSRN [jIM "] ‘amarad LE-NA (51

s dysioned g © 30) SBumoyo w ] SUMe] Fuisea| sy 01 7697 Ry [pa “din) mawcdemeyy fuadarg vontg - (1)
“Isarsyu; dnpsraaued 36 ¥ 205 2R3 Ul §7] ‘o S6sEa] DU 0) 6S6°L6E°TTS IR [TIM “X0] ‘Raiwg reorezredi)  (g])

3508 € 30} A7) Jmpiof] spmbi] o WO OSZT'DIS A1 [l dao] vomry  (Z1)
“;ou € 10} ‘d10]) vanrg 01 067’0l PIsven | 'dio] upog] spmbrpuong (1)

" 5015 uounDoS pue paiajand o) sFewyox> Ul “ou] ‘1 [FuomEzINdi() WoY) OCT'01$ At i dso)) Surptoy] spmbr vone (01}
%201 UUTII0D poe parzsaxd 30§ Mduepora ul *doyy Swppof] spbry voarg o) OCZ 01 S 2jswEN [P U] ‘NN peoinzIdl])  (6)

“yoors pastagand JO G56°L6E LTS NS PUE ] ‘ARME[I(] LH-NE WL 6S6'L6E 1S AR [1a “u] “amyg ootz (g)

32015 paxmyaad 0 000'000'01S 0531 pue Somesodso) JUAmsIA] [Fde]) JED0 ] WAl ON0000°01S PN [Jim "] ey pworezioediy (1)
: wonnquwon peydes ¢ se *di07) ORI WO 0SZ LS MR e 28] “eseg woneziveds)  (9)
-yooss pauagaxd J0 6C6°LGE-T1S 0] " “ReImg om0 oF 656 L6€°Z1S 1jSen [ oup amang LENE (S)

~xo0ts parrajaxd Jo pOO'000'01S 205 "u] Py prucgwznndag) 03 000°000 1S 2y5wEA [[Us soneado)) woansaau] [Edes) Jmoowg  (y)
“nonngUIE0S ek ¢ se '] ‘aaeg Esoueznadi) 01 96Z'01$ 12pswen [ doy) voreg ()

-uonnqLINOS pendes € s -dio7) boarg way 7£9'7$ 24ral jja *dio)) moundswepy Asadoyg wonrg ()
“vonnqinuos rdes ® se -dn) eonndvoegy frdos vosg oy £§9'2$ spswen ja o) voawy (1)

ape(] Surso]) uUo SMOPYSE)) Jo ArewIung

[ENuUIpHuo) | . _ 10y moaus] _

EC2 000037928

B-248



PARTN_ERSHIP LEASING PROPOSAL

I. OVERVIEW OF TRANSACTION

A. LR.C, §304 — Under this Code section, the acquisition from a shareholder
(not part of the same controlled group of corporations) by one corporation
of stock issued by another corporation (where the acquirer and issuer are
members of the same controlled group) will result in a deemed dividend to
the seller to the extent of the acquirer’s earnings & profits.

B. LR.C. § 732(b) - Upon liquidation of a partnership, any assets distributed
will receive s their tax basis the outside basis of the partner's interest.

C. SFAS 109 - For deferred tax accounting purposes, » corporation is allowed
to record a benefit for the difference between its book and tax basis in an as-
set.

1I. BENEFITS OF TRANSACTION

A. Accounting Earnings — Recognize deferred tax assets over the five life of
the project.

B, High Basis Tax Asset - This transaction will create an asset(s) with a tax
basis much higher than its FMV. This basis differential can be either recog-
nized over time through depreciation and triggered sooner by & sale of the
asset.

C. Low Tax Risk - Under current tax law, if modeled properly, the transaction

will be revenue neutral to the IRS. Thus, there is little motivation for the
Service to challenge this structure upon audit.

[I. OUTSTANDING ISSUES

A. SFAS 109 - In order to recognize the deferred tax assets, Enron must prove
to Arthur Andersen that it is likely that the additional tax basis will be real-
ized. :

B. SFAS 13 - The structure must be designed so that operating lease treatment
will be maintained for book accounting purposes.
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PARTNERSHIP LEASING PROPOSAL 2
C. Earning & Profits - To receive dividend treatment, Enron must establish
E&P in the subsidiaries purchasing the preferred stock from the Partnership,
D. Tax Law Changes - In its 1996 budget proposal, the Clinton Administration
proposed & technical change to § 304 that could indirectly disallow the
deerned dividend required for this transaction.
E. Transaction Costs

1. Tax leakage - The deemed dividend will result in a current tax liabil-
ity of 7% of each deemed dividend.

2. Outside fees -~ Implementation of the transaction will require the
services of investment bankers, attorneys and accountants. Negotia-
tion of fee structures will be integral to the economics of the transac-
tion. _
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Enron Corp.

Summary of Benefits of the Transaction

(Cumulative Over Life of Transaction)

Gross Dividend to Enron and Subsidiaries
Gross Value of Basis (§980.1 million x 35% Tax Rate)
Taxes Paid by SPV Co on Dividend (§970.2 million x 20% x 35%)
Taxes Paid by Enron GP on Dividend (§9.9 million x 30% x 35%)
Taxes Paid on Preferred Stock Dividend to the Partnership
Gross After-Tax Accounting Benefit
Costs of Transaction:
Fees Paid to Bankers Trust Company
Lega!l Fees
Operational Expenses -
Tax Benefit for Cost of Transaction
Net After-Tax Accounting Benefit
Return on BINY's investment*:
# BTNY Return on Partnership Interest
¥ Preferred Stock Dividends to BTNY

After-Tax Accounting Earnings

$980.1 million
343.0 million

(67.9) million
(1.0) million

| _UsBmilg

258.3 million

(12.0) million
(1.0) million”
(3.2) million

8 mill

247.9 million

(2.3) million
(15.6) mill
—240.0 million

L

The sfier-tax accounting earnings of $230 million does not include earnings from Enron Corp.'s investment of

BTNY’s capital contributions of $43.1 millien.
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Project Teresa

Desl Basics

Business Purpose — To raise third party capital. To create a leasing company to manage a
portfolio of leased assets. To achieve certain financial accounting benefits arising
from basis increases in stock and parinership interests.

Primary Entities — Enron Corp. (bankruptcy filer); Enron Leasing Partners, L.P.;
Organizational Partners, Inc.; Enron Pipeline Holding Company (EPHC)

Date Closed — March 1997

Principal Assets — Current assets include the Enron Center North Building; corporate
aircraft; HPL note receivable; preferred stock in EPHC; potential IRS refund claims

Transaction Size — $1.2 billion in contributed assets (EPHC stock, building); anticipated
eamings of up to $300 million from the structure

Net Income Impact — $225 million in earnings recorded through the 3™ quarter of 2001

Primary Tax Return Effect — Deconsolidation of OPI and EPMC; these entities paid $130
million in cash taxes for 1997-2000 (325 million in estimated tax payments for
2001). These taxes were attributable to lease payments, interest, etc.

Current Status — A standstill agreement is under negotiation with Chase following default

~ on synthetic lease financing of Building (immediate foreclosure possible absent

such an agreement). Information demands received from Chase, DB and Potomac.
No Enron officers or directors at OPL. Possible franchise tax, pipeline and building
issues are on the horizon,

Counterparties

Counterparty — Bankers Trust (BT) & Potomac Capital as shareholders and lenders in
OPI and BT as a limited partner in ELP.

Size of Investment - Approximately $30million aggregate equity and debt investments.

Litigation Status — None currently; default in OPI loan payments, action by DB possible.

Control Rights — Over major events of OPI & ELP including liquidation and bank.ruptcy
Indemnities — Numerous

Advisory History
Principal Advisors
» King & Spalding — Tax and corporate counsel for initial structuring
* Emst & Young — Tax services on restructuring
s Locke, Liddell — Corporate for restructuring
* Vinson & Elkins — Tax and corporate/real estate counse! for initial structuring
Primary Opinions
s ELP formation memo — K&S
« Business purpose opinion - K&S
= Stock purchase opinion - K&S
» Stock redemption opinion - K&S
« Building ownership opinion - V&E
* Restructuring Memo — E&Y
= SAS 50 Letter issued to BT from Arthur Andersen
Confidentiality Agreement — No
Widely Marketed Deal — No
Financial Model and Deal Memo - Financial model utilized; no deal memo
Current Counsel — Weil on certain building-related matters., No representation on
structural or tax matters, but DB has requested that external counsel be engaged.
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