D. Summary of General Observations

This Report’s detailed analysis of Enron’s structured transactions reveals a pattern of
behavior showing that Enron deliberately and aggressively engaged in transactions that had little
or no business purpose in order to obtain favorable tax and accounting treatment.

A critical component of many of Enron’s structured transactions was the involvement of
an accommodation party such as an Enron employee or the party promoting the transaction.
Enron’s activities show that, in general, when transactions can be structured by parties that have
the shared goal of obtaining favorable tax treatment, the tax rules do not function as intended and
may produce undesirable resuits.

In transaction after transaction, Enron obtained sophisticated advice, and in most
instances received assurances that the proposed transaction “should” comply with technical tax
law requirements. Often, these assurances were based on highly technical interpretations of the
law even though the transaction produced surprising and questionable outcomes. Many of the
opinions hinged on a determination that the transaction had sufficient business purpose. Enron
represented the business purpose of the transaction, and Enron’s counsel did not bother to look
beyond the representation.

For many transactions, Enron picked from the same small pool of outside advisors. In
some cases, if one advisor from the pool was not advising Enron in a particular deal, that advisor
advised the other party (the promoter) to the transaction. Thus did incestuous relationships
evolve among the participants in many of the transactions, with the result that Enron even acted
as an accommodation party to deals designed primarily by Enron’s advisors to benefit others.

Enron also excelled at making complexity an ally. Many transactions used exceedingly
complicated structures and were designed to provide tax benefits significantly into the future. A
reviewer of the transaction would be required to parse details from a series of deal documents,
make assumptions about the parties’ intent in future years, and only then apply technical rules to
the transaction to test for legitimacy. Enron had the incentive and the ability to engage in
unusually complicated transactions in order to preclude meaningful review.

Corporations like Enron have an inherent advantage over the IRS. Enron relied on advice
from sophisticated and experienced lawyers, investment bankers, and accountants. Assertions of
attorney-client privilege hinders the ability of the IRS to obtain many of the most instructive
documents, which impedes the IRS’s ability to audit the transaction. Enron’s activities shows
that the IRS cannot minimize the importance of loss companies on examination because to do so
would ignore a breeding ground for tax-motivated transactions that also could be used by
taxpaying comparnies.

Enron’s aggressive interpretation of business purpose, the cooperation of accommodation
parties, the protections provided by tax opinions, the complex design of transactions, advantages
over the IRS -- all were factors that contributed to Enron’s ability to engage in tax-motivated
transactions. Until the costs of participating in tax-motivated transactions are substantially
increased, corporations such as Enron will continue to engage in transactions that violate the
letter or the spirit of the Jaw.
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