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Defendant Credit Suisse First Boston Corporation ("CSFB") submits this
memorandum of law in support of its motion to dismiss Plaintiffs' Consolidated
Complaint ("Complaint") in its entirety as against CSFB pursuant to Rules 8, 9(b) and
12(b)(6) of the Federal Rules of Civil Procedure. CSFB is named as a defendant only in
the First Claim For Relief (alleging violations of Sections 10(b) and 20(a) of the
Securities Exchange Act of 1934, and Rule 10b-5).

Preliminary Statement

This case presents a now familiar story: Plaintiffs, who have allegedly suffered a
loss in the wake of Enron's bankruptcy, are casting about in search of a deep pocket. The
company Plaintiffs believe has defrauded them (and who they originally sued) is now
bankrupt, and their original deep pocket, Arthur Andersen, faces criminal charges and the
threat of a similar fate. Left standing at the back of the line in the bankruptcy court,
Plaintiffs have added to their suit deep-pocket investment banks, including CSFB. But
despite Plaintiffs' efforts to manufacture a claim against solvent "Wall Street
underwriters", the Complaint contains no facts which would establish that CSFB
participated in any securities fraud.

Even with 500 pages and more than 1000 numbered paragraphs, Plaintiffs do not-
-and cannot--assert a meritorious claim against CSFB.

First, the Complaint fails to satisfy the express requirement of Rule 8 of the
Federal Rules of Civil Procedure that it be "short, concise and direct". Instead, the
Complaint is an unwieldy morass (complete with a preamble, a copyright assertion, an
overview and a summary--all before it identifies the parties) that reads more like an epic
novel than the "plain statement" envisioned by the Federal Rules. Such abusive "puzzle
pleadings"--which require the Court and defendants to ferret out the claims asserted and
the facts alleged to support them--have routinely been dismissed for failure to comply

with Rule 8. Moreover, despite its length, the Complaint fails to allege securities fraud



against CSFB with the particularity required by Rule 9(b) or with the specificity required
by the Private Securities Litigation Reform Act ("PSLRA").

Second, to the extent there are a few misstatements and omissions actually alleged
against CSFB, many of those statements are not actionable as a matter of law because
they were made more than three years before Plaintiffs brought their claims against
CSFB.

Third, the few allegations against CSFB that arguably do fall within the
limitations period fail to state a claim for securities fraud under Section 10(b) of the
Securities Exchange Act of 1934 (and Rule 10b-5 promulgated thereunder). In those
allegations, Plaintiffs seek to hold CSFB liable for CSFB's alleged participation in

Enron's fraudulent scheme. Plaintiffs' "participation” claims amount to nothing more
than aiding and abetting liability, which the Supreme Court has already rejected as a basis
for Section 10(b) liability. Moreover, Plaintiffs fail entirely to plead scienter, relying
instead on allegations of motive and opportunity and unsupported conclusory statements
already rejected by the Fifth Circuit as a basis for stating a claim.

Fourth, Plaintiffs have failed to state a claim against CSFB for control person
liability under Section 20(a) of the Securities Exchange Act of 1934. Indeed, Plaintiffs
have failed entirely to plead that CSFB controlled Enron or any other defendant.

Statement of Facts As Alleged by Plaintiffs’

Plaintiffs allege that 81 defendants--a group that includes various individuals who

served as officers and/or directors of Enron,? Arthur Andersen and various employees at

! This Statement of Facts is drawn from the Complaint. For purposes of this motion
only, well-pleaded allegations--but not conclusory allegations--must be assumed to be
true. See infra page 5.

2 Enron itself "is not named as a defendant in this action as it has filed for protection
pursuant to Chapter 11 of the U.S. Bankruptcy Code." (Compl. § 82.) Prior to its
bankruptcy, however, Enron was named as the primary violator in Plaintiffs’ complaints.
See, e.g., Newby v. Enron Corp., et al., Civil Action H-01-3624 (filed Oct. 22, 2001).

2-



Arthur Andersen, two law firms, and nine investment banks--are collectively responsible
for a litany of alleged misstatements and omissions relating to the financial condition of
Enron.

The Complaint asserts that Enron and its officers and directors, with the help of
various advisors, engaged in an elaborate and deliberate scheme to hide Enron's true
financial condition and defraud its investors. In furtherance of that scheme, Enron is
alleged to have engaged in a massive stock manipulation plan accomplished through
deceptive accounting practices purportedly implemented by Enron's accountant, Arthur
Andersen, and approved by Enron's legal counsel, Vinson & Elkins.

CSFB--a defendant named only after Enron filed for bankruptcy and the Justice
Department commenced criminal proceedings against Andersen--is alleged (along with
eight other investment banks) to have "participated” in the fraud by providing
"commercial banking and investment banking services to Enron." (Compl.

9 693; see also id. § 102.) CSFB's business relationship with Enron (like the other
investment banks) is alleged to have included:

. underwriting various offerings of Enron and "Enron-related” securities

(id. 99 696-99);

. participating in "loans of over $4 billion to Enron" (id. 9 694);
. assisting Enron in raising capital (id.);
. helping Enron to structure various partnership transactions, including

LIM2 (id. 99 694, 709, 712);

. advising Enron on the sale of certain business segments and assets and on
"several other merger and acquisition transactions" (id. § 700);

. lending Enron money through various credit lines and derivatives trades
(id. 11 701, 706);

. investing in certain Enron partnerships (id. § 712);

3.



. selling Enron securities in resale transactions (id. ¥ 703);

. attending various meetings with Enron in which some or all of the above

business transactions were discussed (id. § 709-11); and

. publishing research on Enron through analyst reports (id. § 704).

In other words, CSFB is alleged to have engaged in the typical work of investment banks.
Because this work was done for Enron, however, Plaintiffs assert--without more--that it
must constitute fraud. And to prove that it was fraud, Plaintiffs offer only that CSFB (not
surprisingly) accepted fees for its work. (Id. 9 693, 702.)

The mundane and nonspecific nature of CSFB's alleged participation is
underscored by the fact that the very same allegations are asserted against eight other
investment banks--often using identical language. The only unique allegations with
respect to CSFB relate to two alleged meetings between CSFB and Enron in June and
July of 2001. (Compl. 9§ 622, 709-11.) Plaintiffs allege that during those meetings, "a
group of 10 bankers from [CSFB]", led by CSFB employee Laurence Nath, discussed
with Enron how to structure transactions and suggested particular features (called
"triggers™). (Id. 9y 707, 709.) Notably, the Complaint does not allege that the structures
or features of the transactions themselves were illegal, but only that Enron (allegedly with
Andersen's help) ultimately manipulated those "vehicles" in reporting them on Enron's
financial statements. (Id. 49 707, 941-61.) Notwithstanding Plaintiffs' claim that CSFB
had knowledge of at least some of Enron's transactions and debt levels as a result of its
investment banking relationship with Enron, there is no particularized allegation that
CSFB had any knowledge of or role in how those transactions and that debt were
ultimately reported by Enron on its financial statements, or that CSFB had any duty to
Plaintiffs with respect to how Enron reported them.

Notably, the only statements in the section entitled "Involvement of CS First

Boston" alleged to demonstrate CSFB's knowledge of Enron's off-balance shect
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transactions are statements made by Andersen or Enron personnel or by an unidentified
"knowledgeable banker". (Compl. § 706 (quoting Andersen "spokesman" Charlie
Leonard); § 708 (quoting an unidentified "former Enron employee"); § 709 (quoting an
unidentified "person who was present"” at the July 2001 meeting as well as an unidentified
"knowledgeable banker").) Even those allegations do not provide any particularized facts
or statements to support that CSFB had any knowledge of or role in alleged false
statements made by Enron in its public filings.

Thus, CSFB was added as a defendant based solely on its reputation as one of
Enron's numerous investment banks. (Id. J 713.) As shown below, guilt by association
is not a viable theory of securities fraud.

Motion to Dismiss Standard

Under Federal Rule of Civil Procedure 12(b)(6), a motion to dismiss must be
granted where the plaintiff is entitled to no relief on the facts alleged. See In re BMC
Software Sec. Litig., 183 F. Supp. 2d 860, 865 n.13 (S.D. Tex. 2001) (Harmon, J.) (citing

Conley v. Gibson, 355 U.S. 41, 45-46 (1957)). Although the Court must accept all well-

pleaded factual allegations as true in resolving the motion, "conclusory allegations or
legal conclusions masquerading as factual conclusions do not defeat a motion to dismiss."
Id. (citations omitted).

Argument

L THE COMPLAINT FAILS TO SATISFY THE PLEADING REQUIREMENTS
OF RULE 8 AND THE PSLRA.

Rule 8 of the Federal Rules of Civil Procedure provides that a complaint "shall
contain . . . a short and plain statement of the claim showing that the pleader is entitled to
relief" and that each averment therein "shall be simple, concise, and direct". Fed. R. Civ.
P. 8(a), 8(e). In addition, to state a claim for securities fraud, a complaint must specify

"each statement alleged to have been misleading” and "the reason or reasons why the



statement is misleading”. 15 U.S.C. § 78u-4(b)(1). Although Rule 9(b) requires that

claims such as securities fraud be pleaded with particularity, that requirement "in no way

negate[s] the commands of Rule 8". Vicom, Inc. v. Harbridge Merch. Servs., Inc., 20

F.3d 771, 776 (7th Cir. 1994); accord Williams v. WMX Techs., Inc., 112 F.3d 175, 178

(5th Cir. 1997) ("[W]e read Rule 9(b) as part of the entire set of rules, including Rule

8(a)'s insistence upon 'simple, concise, and direct’ allegations."); In re Westinghouse Sec.
Litig., 90 F.3d 696, 703 (3d Cir. 1996) (same).

Plaintiffs' S00-page Complaint does not state in a simple, concise and direct way
each statement alleged to have been misleading and the reasons why each statement is
misleading. Instead, the Complaint is a maze comprised of 19 often repetitive sections--
including three sections on the alleged misstatements alone--in which Plaintiffs do
nothing more than to quote hundreds of statements about Enron from newspapers,
prospectuses, financial statements, analyst reports, and other miscellaneous documents.
In various (and apparently random) places, Plaintiffs add laundry lists of reasons why
groups of statements are alleged to be false or misleading--without tying those reasons to
any particular statement or any particular defendant. In addition, the complaint describes
(in repetitive fashion) countless business transactions entered into by Enron without ever
connecting those transactions to the hundreds of alleged misstatements and omissions or
to any alleged misconduct by particular defendants. Thus, to find and analyze the
allegations against CSFB alone--as the law mandates--requires parsing through each of
the 19 sections to piece together the misstatements and conduct actually alleged against
CSFB. The sole count asserted against CSFB, the First Claim For Relief, provides no
assistance. (See Compl. §Y 992-97 (incorporating 991 paragraphs by reference and
alleging that "Defendants" violated Sections 10(b) and 20(a) based on those hundreds of

allegations).)



Such burdensome and confusing securities complaints--which have become so
commonplace as to earn the name "puzzle pleadings"--are regularly dismissed for failure
to comply with Rule 8 and the PSLRA. See Williams, 112 F.3d at 178-80 ("[S]uch a

garrulous style is not an uncommon mask for an absence of detail."); In re Splash Tech.

Holdings, Inc. Sec. Litig., 160 F. Supp. 2d 1059, 1073-75 (N.D. Cal. 2001) (dismissing
complaint under Rules 8 and 9(b) because "plaintiffs have failed to craft a complaint in
such a way that a reader can, without undue effort, divine precisely which statements . . .

are alleged to be false or misleading, and the reason or reasons why each statement is

false or misleading"); In re PETSMART, Inc. Sec. Litig., 61 F. Supp. 2d 982, 991 & n.3

(D. Ariz. 1999) ("The court should not have to play connect-the-dots in order to identify
the facts and trends upon which plaintiffs base their claim.").> So too this Complaint
should be dismissed for failure to comply with Rule 8 and the PSLRA.
I1. CSFB'S STATEMENTS AND CONDUCT PRIOR TO APRIL 8, 1999, ARE
NOT ACTIONABLE UNDER SECTIONS 10(b) AND 20(a).
Among their litany of allegations, Plaintiffs seek to hold CSFB liable for
statements in "Registration Statements and Prospectuses for the Enron securities sales
where CS First Boston was one of the underwriters" from "11/93" to "2/99". (Compl.

19 696, 703.) None of those statements is actionable, however, because CSFB cannot be

* Accord, e.g., In re Staffmark, Inc. Sec. Litig., 123 F. Supp. 2d 1160, 1166 & n.4 (E.D.
Ark. 2000); In re Autodesk, Inc. Sec. Litig., 132 F. Supp. 2d 833, 841-42 (N.D. Cal.
2000); Copperstone v. TCSI Corp., No. C 97-3495 SBA, 1999 WL 33295869, at *5-6
(N.D. Cal. Jan. 19, 1999); Hardin v. Am. Flec. Power, 188 F.R.D. 509, 511-12 (S.D. Ind.
1999); Chan v. Orthologic Corp., No. Civ. 96-1514 PHX RCV, 1998 WL 1018624, at
*14 n.11 (D. Ariz. Feb. 5, 1998); Wenger v. Lumisys, Inc., 2 F. Supp. 2d 1231, 1244
(N.D. Cal. 1998); Nagel v. ADM Investor Servs., Inc., 995 F. Supp. 837, 845 (N.D. Ill.
1998); May v. Borick, No. CV 95-8407 LGB (EX), 1997 WL 314166, at * 8 (C.D. Cal.
Mar. 3, 1997); Shuster v. Symmetricom, Inc., No. C94-20024 RMW (PVT), 1997 WL
820967, at *1 (N.D. Cal. June 25,1997). Cf. In re GlenFed, Inc. Sec. Litig., 42 F.3d 1541,
1553 (9th Cir. 1994); Shapiro v. UJB Fin. Corp., 964 F.2d 272, 284 (3d Cir. 1992).
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liable for any statements or conduct prior to April 8, 1999--three years before Plaintiffs
commenced suit against it.

A private right of action under Section 10(b) "must be commenced within one
year after the discovery of the facts constituting the violation and within three years after

such violation". Lampf, Pleva, Lipkind, Prupis & Petigrow v. Gilbertson, 501 U.S. 350,

364 (1991). Claims for control person liability under Section 20(a) are governed by the

same statute of limitations as the predicate claims. See Eureka Homestead Soc'y v.

Zirinsky, Civ. A. No. 94-2265, 1995 WL 542482, at *2 n.2 (E.D. La. 1995). Plaintiffs
commenced their action against CSFB on April 8, 2002. Thus, any claims based on
statements or conduct prior to April 8, 1999, are time-barred as a matter of law.

Every Enron offering in the Complaint in which CSFB participated as underwriter
occurred prior to April 8, 1999, and is, therefore, outside the limitations period.* (Compl.
9 696, 703, 714.) Plaintiffs attempt to gloss over that fatal defect by including in their
list of alleged CSFB underwritings a "7/01" private offering of "1.9 billion Enron zero
coupon convertible notes". (Id. §696.) But, as Plaintiffs concede, CSFB did not
underwrite that offering; instead, as shown on the face of the document (attached hereto
as Exhibit A),’ there were no underwriters and CSFB was merely one of 48 entities
identified as "selling securityholders" with no "material relationship" to Enron. (See
Ex. A at 44; Compl. § 696 (CSFB "acted as reseller"), § 703 (CSFB "participat[ed] in the
resale").) Accordingly, Plaintiffs do not name CSFB--or, for that matter, any

underwriters--in their Section 11 claim based on that "7/01" offering. (Compl. § 1006.)

* Recognizing that CSFB did not underwrite any offerings within the limitations period,
Plaintiffs do not assert any Section 11 or Section 15 claims under the Securities Act of
1933 against CSFB. The 1933 Act has the same limitations period for Section 11 and 15
claims as the 1934 Act has for Section 10(b) and 20(a) claims. See 15 U.S.C. § 77m.

> In resolving a motion to dismiss, the court may consider documents referenced in the
Complaint. See Lovelace v. Software Spectrum, Inc., 78 F.3d 1015, 1017 (5th Cir. 1996).

8-



Because all of the Enron offerings identified by Plaintiffs as underwritten by
CSFB occurred prior to April 8, 1999, Plaintiffs' Section 10(b) and 20(a) claims based on
those offerings must be dismissed as untimely.

M. THE COMPLAINT FAILS TO STATE A CLAIM FOR A SECURITIES LAW

VIOLATION BY CSFB.

The Complaint also fails to state a claim against CSFB with respect to alleged
misstatements and omissions made after April 8, 1999. In that time period, Plaintiffs
allege two bases for liability against CSFB: (1) CSFB's alleged participation in the
"fraudulent scheme" through various banking transactions with Enron (Compl. § 705),
and (2) alleged misstatements made in CSFB research reports by analysts relying on
Enron's public financial statements (id. § 704). As shown below, neither category of
alleged conduct is actionable under Section 10(b).

To state a claim under Section 10(b), Plaintiffs must show "(1) a misstatement or
an omission; (2) of material fact; (3) with the intent to defraud [scienter] (4) on which the
plaintiff[s] relied; and (5) which proximately caused the plaintiff[s'] injury." Williams,
112 F.3d at 177; Lovelace v. Software Spectrum, Inc., 78 F.3d 1015, 1018 (5th Cir.

1996). In addition, Rule 9(b) provides that "[i]n all averments of fraud or mistake, the
circumstances constituting fraud or mistake shall be stated with particularity." Fed. R.
Civ. P. 9(b). "Pleading fraud with particularity in this circuit requires 'time, place and
contents of the false representations, as well as the identity of the person making the
misrepresentation and what [that person] obtained thereby.” Williams, 112 F.3d at 177
(quoting Tuchman v. DSC Communications Corp., 14 F.3d 1061, 1068 (5th Cir. 1994));

accord Melder v. Morris, 27 F.3d 1097, 1100 n.5 (5th Cir. 1994).¢

¢ The purpose of the heightened pleading standard is to protect defendants against
baseless claims. See Melder, 27 F.3d at 1100; Tuchman, 14 F.3d at 1067; see also H.R.
Conf. Rep. No. 104-369, at 31, reprinted in 1995 U.S.C.C.A.N. 730, 730 (1995)
(observing that the PSLRA was prompted by "abusive practices committed in private

9-



Plaintiffs' allegations against CSFB do not meet those standards.

A. CSFB's "Participation” in the Alleged Fraud Is Not Actionable Under
Section 10(b).

Plaintiffs allege that CSFB is liable under Section 10(b) because it "participated in

and furthered the fraudulent scheme by helping to finance or otherwise participate in
illicit transactions with Enron which it knew would contribute materially to Enron's
ability to continue to falsify its financial condition and thus continue the operation of the
Enron Ponzi scheme". (Compl. § 705; sce also id. 49 694, 703-04, 712, 714.) Those
allegations--based on conduct, not misstatements or omissions--are nothing more than
disguised claims of aiding and abetting that cannot form the basis for liability as a matter
of law.

1. Aiding and abetting is not actionable under Section 10(b).

In Central Bank of Denver v. First Interstate Bank, 511 U.S. 164 (1994), the

Supreme Court held that "a private plaintiff may not maintain an aiding and abetting suit
under § 10(b)". Id. at 191. In reaching that conclusion, the Court reasoned that "[a]iding
and abetting is 'a method by which courts create secondary liability' in persons other than
the violator of the statute. The fact that Congress chose to impose some forms of
secondary liability [i.e., control person liability] but not others, indicates a deliberate
congressional choice with which the courts should not interfere." Id. at 184 (internal
citations omitted).

Following Central Bank, courts in this Circuit routinely dismiss Section 10(b)

claims premised on aiding and abetting. See, e.g. Melder, 27 F.3d at 1104 n.9 ("To the

extent the complaint alleges aiding and abetting liability under § 10(b) of the Exchange

Act against the underwriters and accountants, this form of liability has been foreclosed to

securities litigation", including "the targeting of deep pocket defendants" such as
"underwriters . . . without regard to their actual culpability").
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private plaintiffs under the Supreme Court's recent decision in [Central Bank]."); Zishka

v. Am. Pad & Paper Co., No. 3:98-CV-0660-M, 2000 WL 1310529, at *5 (N.D. Tex.

Sept. 13, 2000) (dismissing claims that "sound to the court like aiding and abetting
claims"). Plaintiffs' disguised aiding and abetting claims should similarly be dismissed.

2. Section 10(b) requires a misstatement or omission.

Plaintiffs' claims against CSFB also fail for the related reason that, after Central
Bank, CSFB's "participation in the scheme" cannot form the basis for liability absent a
misstatement or omission. Sece Central Bank, 511 U.S. at 191 ("secondary actors" may be
"liable as a primary violator" under Section 10(b) only where "all of the requirements for
primary liability under Rule 10b-5 are met"). Although Rule 10b-5 "do[es] not explicitly
require misstatements or omissions, the schemes and practices prohibited by 10b-5 are
necessartly those of a fraudulent nature. In other words, just as with common-law fraud
claims, 10b-5 claims must allege either (1) material misstatements or (2) material

omissions by a person having a duty to disclose." Inre Lake States Commodities, Inc.,

936 F. Supp. 1461, 1472-73 (N.D. Ill. 1996) (dismissing Section 10(b) claims because of
the "absence of an allegation that [defendant] made a misstatement, or omitted material
information it had a duty to disclose"). Thus, after Central Bank, "a defendant must

actually make a false or misleading statement in order to be held liable under Section

10(b)." Wright v. Emnst & Young, LIP, 152 F.3d 169, 175 (2d Cir. 1998).

Based on this requirement, numerous courts have held that alleged participation in
a "scheme to defraud" is insufficient to state a claim under Section 10(b). Stack v. Lobo,
903 F. Supp. 1361, 1374 (N.D. Cal. 1995) (dismissing Section 10(b) claims); see also In
re Valence Tech. Sec. Litig., No. C 95-20459 JW, 1996 WL 37788, at *10-11 (N.D. Cal.

Jan. 23, 1996) (same); S.E.C. v. U.S. Envtl., Inc., 897 F. Supp. 117, 120 (S.D.N.Y. 1995)

("The defendant's 'personal involvement in a scheme or plan' to violate the Securities

Acts, without more, is insufficient."); Continental Cas. Co. v. State of New York
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Mortgage Agency, No. 94 C 1463, 1994 WL 532271, at *2-3 (N.D. Ill. Sept. 26, 1994)

(rejecting allegations of a "device, scheme and artifice" to defraud where plaintiff failed
to allege a misrepresentation or deception).
Plaintiffs' allegations, which in many cases are identical to those rejected by the
courts cited above, are similarly deficient. For example, Plaintiffs allege that:
. CSFB "knowingly engaged and participated in and, in furtherance of the
scheme, helped Enron" (Compl. § 707);

. CSFB "[e]mployed devices, schemes, and artifices to defraud” (id.
1995(a));
. CSFB "participated in and furthered the fraudulent scheme by helping to

finance or otherwise participate in illicit transactions with Enron" (id.
1705);
. CSFB "helped Enron structure and finance several of the illicit SPEs and
partnerships Enron controlled" (id. § 694);
. CSFB "actively participated in the scheme to defraud" by helping Enron
raise capital through stock offerings (id. 703);
. CSFB "actively participated in the Enron fraudulent scheme by helping it
structure and finance the critical LYM2 SPE" (id. § 712); and
. CSFB "participat[ed] in manipulative devices, a fraudulent scheme, course
of conduct and fraudulent course of business of Enron" (id. § 714).
Absent any actionable misstatements and omissions by CSFB (and none is alleged, see
supra Part I & infra Part II1.B.2), those allegations of participation in a scheme must be

dismissed as a matter of law.
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B. Plaintiffs Have Failed Adequately to Plead Scienter.

Plaintiffs' claims should also be dismissed for the additional and independent
reason that the Complaint fails to allege particular facts giving rise to a strong inference
that CSFB acted with the requisite scienter. The PSLRA requires that plaintiffs "state
with particularity facts giving rise to a strong inference that the defendant acted with the
required state of mind". 15 U.S.C. § 78u-4(b)(2). If a plaintiff does not meet this
requirement, the district court "shall" on a defendant's motion "dismiss the complaint".
1d. § 78u-4(b)(3).

To survive such a motion, Plaintiffs must plead facts sufficient to show at least
"severe recklessness", defined to be "those highly unreasonable omissions or
misrepresentations that involve not merely simple or even inexcusable negligence, but an
extreme departure from the standards of ordinary care, and that present a danger of
misleading buyers or sellers which is either known to the defendant or is so obvious that

the defendant must have been aware of it". Nathenson v. Zonagen, Inc., 267 F.3d 400,

408 (5th Cir. 2001) (internal quotations omitted). Mere allegations of "motive and
opportunity" to commit a fraud are not enough. Id. at 412 ("We conclude that simply
because motive and opportunity is alleged does not of itself automatically and
categorically mean that the necessary strong inference of scienter is present."). Nor are

"conclusory allegations of state of mind". Id. at 419-20; see also Lovelace, 78 F.3d at

1019 ("[R]ote conclusory allegations that the defendants 'knowingly did this' or
'recklessly did that' fail to meet the heightened pleading requirements of Rule 9(b).").
Rather, Plaintiffs are required to "specifically plead what [defendant] learned, when
[defendant] learned it, and how Plaintiffs know what [defendant] learned". In re BMC
Software, 183 F. Supp. 2d at 886; see also Zishka, 2000 WL 1310529, at *3 ("Plaintiffs

must allege what each of the [defendants] knew, who specifically knew it, and when they

learned it.").
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1. Plaintiffs have not adequately pleaded scienter with respect to their
"participation” allegations.

None of Plaintiffs' "participation" allegations against CSFB is sufficient to plead
scienter under the PSLRA. Tellingly, Plaintiffs' most extensive allegations of scienter--an
entire section devoted to the "Enron Defendants' Scienter”--does not address CSFB's
knowledge at all. (Compl. 99 395-417.) Nor is there anything remotely as specific
alleged as to CSFB anywhere in the Complaint. Instead, Plaintiffs' primary scienter
allegations against CSFB consist of vague inferences that CSFB had the motive and the
opportunity to commit a fraud. For example, Plaintiffs allege that CSFB:
. "had an extensive and extremely close relationship with Enron" during
which "top executives of [ CSFB] constantly interacted with top executives
of Enron" (id. 9 693-94);

. received "huge underwriting, advisory and transactional fees, interest and
commitment charges . . . from Enron and related entities” (id. 9 693);

. "was pocketing tens of millions of dollars a year in interest payments . . .

and stood to continue to collect these huge fees on an annual basis going

forward so long as it helped perpetuate the Enron Ponzi scheme" (id.

1 702);
. "was in a unique position to help" Enron perpetrate its fraud (id.);
. had "unlimited access to Enron's internal business and financial

information" through its role as Enron's "lead lending bank" (id. § 713);
and

. "was willing to engage and participate in the ongoing fraudulent scheme
because such participation created enormous profits for [CSFB]"

(id. § 702).
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Those allegations, which at most suggest that CSFB had a motive and opportunity
to commit fraud based on its investment banking status alone, are insufficient to plead
scienter as a matter of law. See Nathenson, 267 F.3d at 412. Indeed, such allegations, if
sufficient, would apply to every investor and to every financial advisor. See Melder, 27
F.3d at 1104 (holding that a finding of scienter based on fee allegations alone "would
make a mockery of Rule 9(b) by effectively eliminating the scienter requirement as to
securities underwriters since all underwriters are, of course, fec seekers"); Chill v. Gen.
Elec. Co., 101 F.3d 263, 268 (2d Cir. 1996) ("[ A] generalized motive, one which could be
imputed to any publicly-owned, for-profit endeavor, is not sufficiently concrete for
purposes of inferring scienter."). Absent particular allegations that CSFB's access to
information or participation in certain transactions resulted in specific knowledge of
specific material misstatements or omissions, the allegations regarding CSFB's general

business relationship with Enron are inadequate to show scienter. See, e.g., Sherleigh

Assocs. v. Windmere-Durable Holdings, Inc., 178 F. Supp. 2d 1255, 1279-80 (S.D. Fla.

2000) (dismissing Section 10(b) claim against underwriter for failure to plead scienter);

In re Stratosphere Corp. Sec. Litig., 1 F. Supp. 2d 1096, 1122 (D. Nev. 1998) ("Plaintiffs’

allegations regarding the Underwriters' scienter are nothing more than vague
generalizations that would be applicable to every underwriter of securities . . . as virtually
all underwriters of securities have the type of 'close connection' with a corporate
defendant that Plaintiffs generally allege.").

The remaining allegations as to CSFB's state of mind are simply unsupported
conclusory allegations that are also insufficient to give rise to an inference of scienter.
Plaintiffs' allegation that CSFB "knew that Enron was falsifying its publicly reported

financial results and that its true financial condition was much more precarious than was
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publicly known",” (Compl. § 713), is precisely the type of "conclusory allegation[] of

state of mind" that the Fifth Circuit and this Court have rejected under the PSLRA's

heightened pleading standard. Nathenson, 267 F.3d at 419-20; Kurtzman v. Compagq
Computer Corp., Civil Action No. H-99-779, slip op. at 93 (S.D. Tex. Mar. 30, 2002)

(Harmon, J.) (holding that a "complaint's generic, conclusory allegations, unsupported by
any sufficient specific facts, do not raise any strong inference of even severely reckless

misconduct"); In re Azurix Corp. Sec. Litig., No. H-00-4034, 2002 WL 562819, at *23

(S.D. Tex. Mar. 21, 2002) (Harmon, J.) (finding insufficient an allegation that "[f]ormer
employees confirmed defendants' actual knowledge" where plaintiffs "fail to support this
statement by identifying who made such confirmations, what positions in the company
they held, which exact statements these employees confirmed, and when"). The fact that
Plaintiffs make nearly identical allegations about eight other bank defendants further
highlights the lack of particularity of those assertions. (Compl. § 670 (JP Morgan), J 689
(CitiGroup), § 733 (CIBC), | 748 (Merrill Lynch), § 760 (Barclays), § 771 (Lehman
Brothers), § 784 (Bank of America), ¥ 798 (Deutsche Bank).)

Devoid of any particular allegations regarding who at CSFB purportedly knew

that Enron was falsifying its true financial condition and how and when that person

7 This allegation is especially questionable given that it assumes CSFB acted irrationally
and against its own economic self-interest by participating in a "Ponzi scheme" that
offered relatively small benefits compared to the enormous risk it posed to CSFB of loss
of millions of dollars and damage to its reputation. In examining allegations of scienter,
courts assume that firms act in their own "informed economic self-interest”. See, e.g.,
Shields v. Citytrust Bancorp, Inc., 25 F.3d 1124, 1130 (2d Cir. 1994); Coates v. Heartland
Wireless Communications, Inc., 55 F. Supp. 2d 628, 643 (N.D. Tex. 1999) (rejecting
alleged motive that "defies common sense” and "is facially implausible"); Dil.eo v. Emnst
& Young, 901 F.2d 624, 629 (7th Cir. 1990) (court will not presume auditor would
intentionally assist client's fraud merely to obtain fees).
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gained such knowledge, Plaintiffs' allegations against CSFB should be dismissed for
failure to satisfy the pleading requirements of the PSLRA.®

2. Plaintiffs have not adequately pleaded scienter with respect to their
"analyst statement” allegations.

Plaintiffs also seek to hold CSFB directly liable under Section 10(b) for
statements made by its research analysts in published reports on Enron. (Compl. § 714.)
Those statements also do not create any liability for CSFB, however, because Plaintiffs
have failed to plead facts sufficient to show that the analysts acted with the requisite
scienter.

Although Plaintiffs set forth in 18 paragraphs the allegedly false statements
contained in CSFB's analysts reports (Compl. § 154, 158, 167, 171, 180, 191, 198, 205,
213, 229, 268, 285, 290, 319, 345, 354, 374, 378), they devote only a single conclusory
paragraph to pleading the scienter required in order to make any of those statements
actionable under Section 10(b). In that single paragraph--the sole scienter allegation for
18 statements made by six different analysts over the course of 16 months--Plaintiffs

allege:

! Plaintiffs' scienter allegations are also improper to the extent they rely on alleged
statements from unnamed sources in an attempt to show CSFB's knowledge. The PSLRA
requires plaintiffs to state "with particularity all facts” on which an allegation on
information and belief is formed. 15 U.S.C. § 78u-4(b)(1) (emphasis added). To satisfy
the "all facts" requirement, Plaintiffs are required to "provide, in great detail, all the
relevant facts forming the basis of [their] belief", including "the sources of [their]
information." In re Silicon Graphics Inc. Sec. Litig., 183 F.3d 970, 985 (9th Cir. 1999).
Accord In re Nice Sys., Ltd. Sec. Litig., 135 F. Supp. 2d 551, 569 (D.N.J. 2001); In re
Party City Sec. Litig.,147 F. Supp. 2d 282, 302-03 (D.N.J. 2001); In re Eng'g Animation
Sec. Litig., 110 F. Supp. 2d 1183, 1192 (S.D. Iowa) (holding that the particularity
requirements of the PSLRA are not satisfied where plaintiffs fail to identify informants).
Cf. Novak v. Kasaks, 216 F.3d 300, 313 (2d Cir. 2000) (holding that, although Plaintiffs
"are not always required to name" sources, the PSLRA "may compel revelation of
confidential sources under certain circumstances"). Accordingly, alleged statements by a
"former Enron employee", a "person who was present" at a meeting and a
"knowledgeable banker"--none of whom is identified--cannot give rise to any inference of
scienter. (Compl. 99 708-09.)
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"In interacting with Enron, CS First Boston functioned as a consolidated and
unified entity. There was no so-called 'Chinese Wall' to seal off the CS F irst
Boston securities analysts from the information which CS First Boston obtained in
rendering commercial and investment banking services to Enron. Alternatively,
even if some restrictions were placed on the information made available to CS
First Boston's securities analysts, that unilateral and self-serving action is
insufficient to prevent the imputation of all knowledge (and scienter) possessed by
the CS First Boston legal entity, as its knowledge and liability in this case is
determined by looking at CS First Boston as an overall legal entity." (Compl.

1 695.)

Thus, Plaintiffs' only basis for alleging scienter is their unsupported assumption that the
analysts somehow learned information from unidentified investment bankers at CSFB.
That allegation is deficient as a matter of law for at least two reasons.

First, Plaintiffs fail to set forth any facts to demonstrate that any of the six analysts
knew that the statements in their analyst reports were false or misleading. In order to
satisfy the PSLRA and Rule 9(b), Plaintiffs' scienter allegations must identify what
precise information each analyst knew, when each analyst knew it, and how the analyst

learned it. See In re BMC Software, 183 F. Supp. 2d at 886 (to satisfy the scienter

requirement, plaintiffs must "specifically plead what he learned, when he learned it, and

how Plaintiffs know what he learned"); Zishka, 2000 WL 1310529, at *3 ("Plaintiffs must

allege what each of the [defendants] knew, who specifically knew it, and when they
learned it."). Ignoring those requirements, Plaintiffs summarily assert--without any
basis--that "[t]There was no so-called 'Chinese Wall"" and accordingly the analysts must
have known their statements were false. (Compl. §695.) That conclusory allegation,
based on nothing more than supposition, cannot meet the heightened pleading
requirement of the PSLRA. See Nathenson, 267 F.3d at 419-20 ("Under the PSLRA it is

clear that conclusory allegations of state of mind do not suffice."). Ifit could, any
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plaintiff could survive a motion to dismiss by baldly asserting--without any facts--that
"Chinese Wall" procedures were ineffective.’

Recognizing this, Plaintiffs allege in the alternative that, even if "Chinese Wall"
procedures were properly in place, the Court should simply "impute" scienter to each of
the analysts based on Plaintiffs' similarly conclusory allegations of knowledge against
CSFB. Leaving aside that there is no legal support for such an "imputation” (which
would be totally at odds with the whole purpose of an ethical barrier), that alternative
allegation also fails, because even if "CSFB's" knowledge could be imputed to the
analysts, Plaintiffs have utterly failed to plead that CSFB had the requisite scienter.
Rather, as discussed above, the allegations of CSFB's scienter are nothing more than
conclusory statements of motive and opportunity to commit fraud, which do not satisfy
the scienter requirement as a matter of law. (See supra Part I11.B.1.)

Those inconsistent and conclusory allegations are insufficient to give rise to a
strong inference that the analysts knew their reports were false and misleading when they

issued them. See McNamara v. Bre-X Minerals Ltd., 57 F. Supp. 2d 396, 419-20 (E.D.

Tex. 1999) (dismissing Section 10(b) claims against Lehman Brothers based on analyst
reports where plaintiffs failed to allege the analyst's knowledge with sufficient

particularity); In re Stratosphere Corp. Sec. Litig.. 1 F. Supp. 2d at 1121-22 (dismissing

Section 10(b) claims against underwriters that issued analyst reports where the "sole basis
to infer . . . scienter [was] that they were co-lead Underwriters . . . and that they had

access to [the company] and its top executives"); Zishka, 2000 WL 1310529, at *3

(dismissing Section 10(b) claims against underwriter defendants that issued analyst
reports and noting that "[t]he vague hope of future business and the existence of an

indemnity do not provide an adequate motive for the contention that the underwriters,

? The SEC has issued rules supporting such barriers. See 17 C.F.R. §§ 230.137,
230.138, 230.139.
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later acting as analysts, gave positive outlooks for [the Company's] future, despite an

alleged belief that such positive spins were false"); Anderson v. Clow, Civ. No. 92-1120-

R, 1994 WL 525256, at *19 (S.D. Cal. June 29, 1994) (dismissing Section 10(b) claims
against underwriter for issuing allegedly misleading analyst report because "bare assertion
that the projections lacked a reasonable basis when made or that the underwriter
defendants did not believe the projections is insufficient to satisfy either the scienter
requirement of Rule 10(b) or the pleading requirements of Rule 9(b)"), aff'd, 89 F.3d
1399 (9th Cir. 1996).

Second, and equally dispositive, Plaintiffs have failed to plead scienter with
particularity with respect to each of the analyst statements alleged to be false or
misleading. Under the PSLRA, Plaintiffs must plead facts that give rise to an inference
that each allegedly misleading statement was made with the requisite scienter. See

Holmes v. Baker, 166 F. Supp. 2d 1362, 1376 (S.D. Fla. 2001) ("The Reform Act

requires that a complaint (1) state with particularity facts (2) giving rise to a strong
inference (3) that each separate defendant acted with scienter (4) with respect to each act
or omission.") (citation omitted). Plaintiffs' attempt to stretch one conclusory scienter
allegation to cover 18 separate analyst reports issued by six different analysts on 18
different dates, each containing several alleged misstatements, is insufficient. That
absence of particularity is highlighted further by the fact that Plaintiffs assert identical
allegations against several of the other bank defendants. (Compl. § 676 (CitiGroup),

§ 717 (CIBC), § 737 (Merrill Lynch), § 764 (Lehman Brothers), 4 775 (Bank of America),
9 789 (Deutsche Bank).)
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Having failed to allege any concrete facts demonstrating, with respect to each
statement, what the analyst knew and how and when he learned it, Plaintiffs have not
stated a claim against CSFB for analysts statements under Section 10(b).™
IV.  THE COMPLAINT FAILS TO STATE A CLAIM FOR CONTROL PERSON

LIABILITY AGAINST CSFB.

Neither is CSFB liable as a control person. To establish control person lability
under Section 20(a), Plaintiffs must prove (1) the existence of a primary securities law
violation and (2) that CSFB possessed the power to control the primary violator. See 15

U.S.C. § 78t(a); Abbott v. Equity Group, Inc., 2 F.3d 613, 620 (5th Cir. 1993); In re BMC

Software, 183 F. Supp. 2d at 868 n.17. Control person claims should be dismissed where
"the plaintiff fails to plead any facts from which it can reasonably be inferred that the

particular defendant was a control person”. Collmer v. U.S. Liquids, Inc., Civ. A. No. H-

99-2785, 2001 U.S. Dist. LEXIS 23518, at *10 (S.D. Tex. Jan. 23, 2001) (Harmon, J.);
see also Dartley v. Ergobilt Inc., Civ.A. 398CV1442M, 2001 WL 313964, at *1 (N.D.

Tex. Mar. 29, 2001).

1% CSFB's analyst reports are also not actionable because they are merely general
statements of optimism or opinion that are "too vague to be materially misleading as a
matter of law". Strassman v. Fresh Choice, Inc., No. C-95-20017 RPA, 1995 WL
743728, at *11-12 (N.D. Cal. Dec. 7, 1995) (dismissing 10(b) claims against underwriter
based on analyst reports); see also Kurtzman v. Compaq Computer Corp., Civ. A. No. H-
99-779, slip op. at 52 (S.D. Tex. Mar. 30, 2002) (Harmon, J.) ("Vague optimistic
statements are not actionable because reasonable investors do not rely on them in making
investment decisions.") (citation omitted).

Moreover, CSFB's analyst reports are not actionable because they are forward-
looking statements. The PSLRA imposes an even stricter scienter standard on forward-
looking statements, requiring proof that such statements were made with "actual
knowledge" of their false or misleading nature. See 15 U.S.C. §§ 78u-5(c)(1)(B)(i)-(ii).
Here, Plaintiffs fail to plead specific facts showing that CSFB or its analysts actually
knew the forward-looking statements were false or misleading. See Fellman v. Electro
Optical Sys. Corp., No. 98 Civ. 6403, 2000 WL 489713, at *5 (S.D.N.Y. Apr. 25, 2000)
(dismissing 10(b) claims based on statements in research reports because plaintiff failed
to meet the scienter requirement for forward-looking statements).
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Even assuming that Plaintiffs can make out a primary violation of the securities
laws,'! the Complaint does not even attempt to plead that CSFB exerted actual control
over Enron (or any other defendant, for that matter).!* In order to establish that CSFB had
control over Enron, Plaintiffs are required to establish "the possession, direct or indirect,
of the power to direct or cause the direction of the management and policies of [Enron]".
Dennis v. Gen. Imaging, Inc., 918 F.2d 496, 508-09 (5th Cir. 1990) (citation omitted).
The Complaint never once avers that CSFB exerted any control over Enron. Instead, it
contains only conclusory allegations with respect to CSFB's general business relationship
with Enron--allegations that are nearly identical to those asserted against other investment
banks. (See, e.g., Compl. § 693 (CSFB "had an extensive and extremely close
relationship with Enron" and "provided both commercial banking and investment banking
services to Enron"); 9§ 694 ("top executives of [CSFB] constantly interacted with top
executives of Enron"); Y 699-700 (CSFB served as an "underwriter" and an "advisor to

Enron"). )** But the mere fact that CSFB engaged in business transactions with Enron is

' Of course, if the Court finds that there is no underlying violation by any defendant,
the control person claims should be dismissed without ever reaching the issue of CSFB's
control since, as a matter of law, there can be no control person liability absent primary
liability. See In re Azurix, 2002 WL 562819, at *26.

12 In fact, in their "First Claim For Relief" in which Plaintiffs purport to assert Section
20(a) liability against CSFB (and nearly every other defendant), Plaintiffs recite only the
elements for Section 10(b) and never allege that any defendant controlled any other.
(Compl. 4 992-97.)

13 To allege control person liability, the Fifth Circuit requires far greater indicia of
control than those alleged here. See G.A. Thompson & Co., Inc. v. Partridge, 636 F.2d
945, 958 (5th Cir. 1981) (holding that a 24% shareholder who was also an officer and
director and who was involved in day-to-day operations of the company possessed the
requisite control). Compare Theoharous v. Fong, 256 F.3d 1219, 1227-28 (11th Cir.
2001) (finding allegations that defendant owned 39% of the primary violator's stock and
was party to an agreement that guaranteed the defendant four of nine seats on the primary
violator's board of directors insufficient as a matter of law to demonstrate that defendant
"had the power to control or influence" the primary violator). The conclusory allegations
of CSFB's control--which allege nothing remotely as specific as either Thompson or
Theoharous--fall far short.
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insufficient as a matter of law to establish control person liability. See In re VMS Sec.

Litig., 752 F. Supp. 1373, 1399 (N.D. III. 1990) (holding that "underwriters, guarantors,

advisors and appraisers cannot be liable . . . as controlling persons"); In re Stratosphere, 1
F. Supp. 2d at 1122 (finding allegations that "Underwriters had 'constant access' to [the
Company] and its executives" and Underwriters had "'close association™ with the
company insufficient for control person liability).

Because Plaintiffs have failed to plead any actual control by CSFB over Enron,

the Section 20(a) claims as to CSFB should also be dismissed.
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Conclusion
For the foregoing reasons, the Court should dismiss the Complaint in its entirety

as against CSFB.
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Filed pursuant to Rule 424(b)(3)
Registration No. 333-62168

PROSPECTUS
$1,507,698,000
ENRON CORP.
ZERO COUPON CONVERTIBLE SENIOR NOTES DUE 2021

This prospectus relates to the offering for resale of Enron Corp.’s Zero Coupon Convertible Senior Notes due 2021 and the shares of our common
stock issuable upon conversion of the notes. In this prospectus, the terms "Enron," "we" "us," and "our" will each refer to Enron Corp.

We issued the notes in a private placement on February 7, 2001 at an issue price of $655.24 per $1,000 principal amount at maturity. This prospectus
will be used by selling securityholders to resell their notes and shares of our common stock issuable upon conversion of their notes. We will not
receive any proceeds from sales by the selling securityholders.

We will not pay interest on the notes prior to maturity. Instead, on February 7, 2021, the maturity date of the notes, noteholders will receive $1,000
per note. The issue price per note represented a yield to maturity of 2.125% per year calculated from February 7, 2001. If a Tax Event (as defined
herein) occurs and we so elect, interest, instead of future original issue discount, shall accrue and be payable semi-annually on each note at 2.125%
per year. We may redeem some or all of the notes at any time on or after February 7, 2004 at the prices described under the heading "Description of
the Notes -- Optional Redemption.”

Noteholders may convert their notes at any time on or before the maturity date, unless the notes have been redeemed or purchased previously, into
5.7565 shares of Enron common stock per note (equivalent to an initial conversion price of $113.83 per share). However, if the Sale Price (as defined
herein) of common stock on the conversion date is less than 110% of the accreted conversion price, then the exercising holder will receive, in lieu of
common stock, cash in an amount described herein, Upon other conversions, we will have the right to deliver, in lieu of common stock, cash in an
amount described herein. The conversion rate may be adjusted for certain reasons, but will not be adjusted for accrued original issue discount,

Noteholders may require Enron to purchase all or a portion of their notes on February 7, 2004, February 7, 2009, and February 7, 2014 at a price per
note of $698.13, $775.96 and $862.46, respectively. We will pay cash for all notes purchased on February 7, 2004, but on the other two purchase
dates we may choose to pay the purchase price in cash or common stock valued at its Market Price (as defined herein) or a combination of cash and
common stock.

Noteholders may also require us to repurchase notes upon a Fundamental Change (as defined herein) involving Enron prior to February 7, 2004, In
the case of a repurchase upon a Fundamental Change, the repurchase price will be equal to the issue price of the notes plus accrued original issue
discount and we may pay the repurchase price in cash, in common stock valued at its Market Price, or in a combination of cash and common stock, at
our election.

The notes are unsecured obligations of ours and rank equally with all of our other unsecured senior indebtedness.

Our common stock is listed on the New York Stock Exchange under the symbol "ENE." On July 18, 2001, the last reported sale price for our
common stock was $48.97 per share.

Investing in the notes involves risks. See "Risk Factors" beginning on page 10.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES COMMISSION HAS APPROVED
OR DISAPPROVED OF THESE SECURITIES OR DETERMINED IF THIS PROSPECTUS IS TRUTHFUL OR COMPLETE. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

July 18, 2001
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YOU SHOULD RELY ONLY ON THE INFORMATION CONTAINED, OR INCORPORATED BY REFERENCE, IN THIS
PROSPECTUS. WE HAVE NOT AUTHORIZED ANYONE TO PROVIDE YOU WITH DIFFERENT INFORMATION. YOU SHOULD
NOT ASSUME THAT THE INFORMATION CONTAINED IN THIS PROSPECTUS IS ACCURATE AS OF ANY DATE OTHER THAN
THE DATE ON THE FRONT OF THIS PROSPECTUS.
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This prospectus is part of a registration statement that we filed with the SEC utilizing a “shelf" registration process or continuous offering process.
Under this shelf registration process, the selling security holders may, from time to time, sell the securities described in this prospectus in one or
more offerings.

This prospectus provides you with a general description of the securities which may be offered by the selling securityholders. Each time a selling
securityholder sells securities, the selling securityholder is required to provide you with a prospectus and, if not included in the prospectus, a
prospectus supplement containing specific information about the selling securityholder and the terms of the securities being offered. Any prospectus
supplement may also add, update or change information in this prospectus. If there is any inconsistency between the information in this prospectus
and any prospectus supplement, you should rely on the information in that prospectus supplement. You should read both this prospectus and any
prospectus supplement together with additional information described under "Where You Can Find More Information."
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WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and special reports, proxy statements and other information with the Securities and Exchange Commission. Our SEC filings
are available over the Internet at the SEC's web site at http://www.sec.gov. You may also read and copy any document we file with the SEC at its
public reference facilities:

Public Reference Room Northeast Regional Office Midwest Regional Office

450 Fifth Street, N.W. 7 World Trade Center Citicorp Center
Room 1024 Suite 1300 500 West Madison Street

Washington, D.C. 20549 New York, New York 10048 Suite 1400

Chicago, Illinois 60661-2511
You may also obtain copies of the documents at prescribed rates by writing to the Public Reference Section of the SEC at 450 Fifth Street, N\W.,
Room 1024, Washington, D.C. 20549. Please call 1-800-SEC-0330 for further information on the operations of the public reference facilities and
copying charges. Our SEC filings are also available at the offices of the New York Stock Exchange, 20 Broad Street, New York, New York 10005,
the offices of the Chicago Stock Exchange at 120 South LaSalle Street, Chicago, Illinois 60603, and the offices of the Pacific Stock Exchange at 301
Pine Street, San Francisco, California 94014,

We incorporate by reference in this prospectus the following documents filed by us with the SEC:
- Our Annual Report on Form 10-K for the fiscal year ended December 31, 2000;
- Our Quarterly Report on Form 10-Q for the quarter ended March 31, 2001;
- Our Current Reports on Form 8-K filed with the SEC on January 31, 2001 and February 28, 2001; and
- The description of our capital stock set forth in our Registration Statement on Form 8-B filed on July 2, 1997.

Any statement made in a document incorporated by reference or deemed incorporated herein by reference is deemed to be modified or
superseded for purposes of this prospectus if a statement contained in this prospectus or in any other subsequently filed document which also
is incorporated or deemed incorporated by reference herein modifies or supersedes that statement. Any such statement so modified or
superseded shall not be deemed, except as so modified or superseded, to constitute a part of this prospectus. We also incorporate by reference
all documents filed pursuant to Sections 13(a), 13(c),14 or 15(d) of the Securities Exchange Act of 1934 after the date of this prospectus and
prior to the termination of this offering.

Statements made in this prospectus or in any document incorporated by reference in this prospectus as to the contents of any contract or other
document referred to herein or therein are not necessarily complete, and in each instance reference is made to the copy of such contract or other
document filed as an exhibit to the documents incorporated by reference, each such statement being qualified in all material respects by such
reference.

We will provide a copy of these filings and any exhibits specifically incorporated by reference in these filings and a copy of the indenture and
registration rights agreement referred to herein at no cost by request directed to us at the following address and telephone number: Secretary
Division, Enron Corp., 1400 Smith Street, Houston, Texas, (713) 853-6161.
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SPECIAL NOTE REGARDING FORWARD-L.OOKING INFORMATION
This prospectus and the documents incorporated by reference contain forward-looking statements within the meaning of Section 27A of the
Securities Act and Section 21E of the Securities Exchange Act. All statements other than statements of historical facts contained in or incorporated
by reference, including, but not limited to, statements regarding our future financial position, business strategy, budgets, projected costs and plans
and objectives of management for future operations, are forward-looking statements. Although we believe our expectations reflected in the forward-
looking statements are based on reasonable assumptions, no assurance can be given that these expectations will prove to have been correct. Important
factors that could cause actual results to differ materially from the expectations reflected in the forward-looking statements include, among others:
- success in marketing natural gas and power to wholesale customers,

- the ability to penetrate new retail natural gas and electricity markets (including energy outsourcing markets) in the United States and in
foreign jurisdictions,

- development of Enron's broadband network and customer demand for intermediation and content services,

- the timing, extent and market effects of deregulation of energy markets in the United States, including the current energy market conditions
in California, and in foreign jurisdictions,

- other regulatory developments in the United States and in foreign countries, including tax legislation and regulations,

- political developments in foreign countries,

- the extent of efforts by governments to privatize natural gas and electric utilities and other industries,

- the timing and extent of changes in commodity prices for crude oil, natural gas, electricity, foreign currencies and interest rates,

- the timing and success of efforts to develop international power, pipeline and other infrastructure projects,

- the ability of counterparties to financial risk management instruments and other contracts with us to meet their financial commitments to us,
- the effectiveness of our risk management activities,

- the extent of success in acquiring oil and gas properties and discovering, developing, producing and marketing reserves, and

- our ability to access the capital markets and equity markets during the periods covered by the forward-looking statements, which will depend
on general market conditions and our ability to maintain or increase the credit ratings for our unsecured senior long-term debt obligations.

We undertake no obligation to update or revise our forward-looking statements, whether as a result of new information, future events or
otherwise. In light of these risks, uncertainties and assumptions, the forward-looking events discussed herein might not occur.
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ENRON CORP,
BUSINESS OF ENRON

Enron is an Oregon corporation and is headquartered in Houston, Texas. Enron provides products and services related to natural gas, electricity and
communications to wholesale and retail customers. Enron's operations are conducted through its subsidiaries and affiliates, which are principally
engaged in:

- the marketing of natural gas, electricity and other commodities and related risk management and finance services worldwide;
- the development, construction and operation of power plants, pipelines and other energy related assets worldwide;

- the delivery and management of energy commodities and capabilities to end-use retail customers in the industrial and commercial
business sectors;

- the development of an intelligent network platform to provide bandwidth management services and to deliver high bandwidth
applications;

- the transportation of natural gas through pipelines to markets throughout the United States; and
- the generation and transmission of electricity to markets in the northwestern United States.
WHOLESALE SERVICES

Enron's wholesale services businesses operate worldwide in developed and deregulated markets such as North America and Europe, as well as
developing or newly deregulating markets, including Japan, Australia, South America and India. Enron builds its wholesale businesses through the
creation of networks involving asset ownership, contractual access to third-party assets and market-making activities. Wholesale services can be
categorized into two business lines: (a) Commodity Sales and Services and (b) Assets and Investments.

Commodity Sales and Services. Enron provides commodity delivery and predictable pricing to its customers through forwards and other contracts.
This market-making activity includes the purchase, sale, marketing and delivery of natural gas, electricity, liquids and other commodities, as well as
the management of Enron's own portfolio of coniracts. Enron's market-making activity is facilitated through a network of capabilities including asset
ownership. Accordingly, certain assets involved in the delivery of these services are included in this business (such as intrastate natural gas pipelines,
power plants and gas storage facilities).

Assets and Investments. Enron makes investments in various energy-related assets as a part of its network strategy either by purchasing the asset
from a third party or developing and constructing the asset. Additionally, Enron invests in debt and equity securities of energy and technology-related
businesses, which may also utilize Enron's products and services.

RETAIL ENERGY SERVICES

Enron Energy Services is a provider of energy outsourcing products and services to business customers. This includes sales of natural gas, electricity,
liquids and other commodities and the provision of energy management services directly to commercial and industrial customers located in North
America and Europe. Enron Energy Services provides end-users with a broad range of energy products and services to reduce total energy costs or to
minimize risks. These products and services include delivery of natural gas and electricity, energy tariff and information management, demand-side
services to reduce energy consumption, and financial services, including price risk management. Enron Energy Services' products and services help
commercial and industrial businesses maximize total energy savings while meeting their operational needs. With a focus on total energy savings and
nationwide commodity, services and finance capabilities, Enron Energy Services provides outsourcing and other innovative programs not only to
supply



electricity and natural gas to businesses, but also to manage unregulated energy assets to reduce their energy consumption, delivery and billing costs,
to eliminate inefficiencies of decentralized systems, to reduce energy demand and to minimize the risk of energy prices and operations to the
customer.,

BROADBAND SERVICES

During 2000 Enron Broadband Services substantially completed the Enron Intelligent Network, or EIN, a high capacity, global fiber optic network
which through pooling points can switch capacity from one independent network to another and create scaleability. Enron Broadband Services
provides: (i) bandwidth management and intermediation services, and (ii) high quality content delivery services.

The EIN consists of a high capacity fiber-optic network based on ownership or contractual access to approximately 18,000 miles of fiber optic
network capacity throughout the United States. At December 31, 2000, the EIN included 25 pooling points of which 18 were in the U.S. and one each
in Tokyo, London, Brussels, Amsterdam, Paris, Dusseldorf and Frankfurt, allowing the EIN to connect to most major U.S. cities and a large number
in Europe. The breadth of pooling points within the EIN extends its reach by allowing connectivity with a greater number of network and service
providers. Enron anticipates further increasing the scope and reach of the EIN by adding pooling points during 2001,

The EIN's fiber network and imbedded software intelligence bypasses traditional fragmented and congested public internet routes to deliver faster,
higher quality data. Enron's Broadband Operating System provides the intelligence to the EIN and connects to both physical and software network
elements. Enron's broadband operating system enables the EIN to: (i) provide bandwidth in real time; (ii) control quality and access to the network
for internet service providers; and (iii) control and monitor applications as they stream over the network to ensure quality and avoid congested routes.
Enron's broadband operating system automates the transaction process from the order's inception to electronic billing and funds transfer. As a result,
the EIN allows Enron to provide high quality content delivery services for content providers and to contract for firm bandwidth delivery
commitments to support Enron's bandwidth intermediation business.

TRANSPORTATION AND DISTRIBUTION

Enron's transportation and distribution business is comprised of its North American interstate natural gas transportation systems and its electricity
transmission and distribution operations in Oregon.

Interstate Transmission of Natural Gas. Included in Enron's domestic interstate natural gas pipeline operations are Northern Natural Gas Company,
Transwestern Pipeline Company and Florida Gas Transmission Company (50% owrned by Enron). Northern, Transwestern and Florida Gas are
interstate pipelines and are subject to the regulatory jurisdiction of the Federal Energy Regulatory Commission. Each pipeline serves customers in a
specific geographical area. Northern serves the upper Midwest, Transwestern serves principally the California market and pipeline intercormects on
the east end of the Transwestern system, and Florida Gas serves the State of Florida. In addition, Enron holds an interest in Northern Border Partners,
L.P., which owns a 70% interest in the Northem Border Pipeline system. One of Enron's subsidiaries operates the Northemn Border Pipeline system,
which transports gas from Western Canada to delivery points in the midwestern United States.

Electricity Transmission and Distribution Operations. Enron conducts its electric utility operations through its wholly-owned subsidiary, Portland
General Electric Company. Portland General is engaged in the generation, purchase, transmission, distribution and sale of electricity in the State of
Oregon. Portland General also sells energy to wholesale customers throughout the western United States. Portland General's Oregon service area is
approximately 3,150 square miles. At December 31, 2000, Portland General served approximately 725,000 customers.
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THE OFFERING

Securities Offered.............ocevcviivevvieceiceiererenas $1,907,698,000 aggregate principal
amount at maturity of Zero Coupon
Convertible Senior Notes due 2021. We
will not pay interest on the notes
prior to maturity. The notes were
originally sold by Salomon Smith Bamey
Inc., Deutsche Banc Alex. Brown Inc.,
J.P. Morgan Securities Inc., Banc of
America Securities LLC and Barclays
Capital Inc. to qualified institutional
investors (as defined in Rule 144A of
the Securities Act) at an issue price
of $655.24 per note and a principal
amount at maturity of $1,000 per note.
This prospectus also relates to the
offering of shares of our common stock
which are issuable upon conversion of

the notes.
MaLUTIEY ..o e February 7, 2021.
Yield to Maturity of NOtes.........cccovvverceerveennenen. 2.125% per year (computed on a

semi-annual bond equivalent basis)
calculated from February 7, 2001.

Conversion Rights. ........ccocoovvivcieeeviiiieeeen Holders may convert their notes at any
time prior to the close of business on
February 7, 2021, unless the notes have
been redeemed or purchased by Enron
previously. For each note converted, we
will deliver 5.7565 shares of our
common stock, which is equivalent to an
initial conversion price of $113.83 per
share based on the initial issue price
of the notes. However, if the Sale
Price (as defined below) on the
conversion date is (a) less than 100%
of the accreted conversion price, then
the holder electing to exercise its
conversion right will receive, in lieu
of common stock, cash in an amount
equal to 95% of the product of the
conversion rate and such Sale Price or

(b) greater than or equal to 100% of the accreted conversion price but less than 110% of the
accreted conversion price, the holder will receive, in lieu of common stock, cash in an
amount equal to the sum of the issue price of the notes plus accrued original issue discount.
Also, in lieu of delivering shares of common stock upon conversion of any notes, we may
elect to pay holders cash for their notes in an amount equal to the average Sale Price of our
common stock for the five consecutive trading days following either:

- our notice of our election to deliver cash, which we must give within two business days of
receiving a conversion notice unless we have earlier given notice of redemption as described
herein, or

- the conversion date, if we have given notice of redemption specifying we intend to deliver
cash upon conversions thereafter.
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The conversion rate may be adjusted for certain reasons but will not be adjusted for accrued
original issue discount. Upon conversion, the holder will not receive any cash payment
representing accrued original issue discount; accrued original issue discount will be deemed
paid by shares of the common stock received by the holder of notes on conversion.

RanKing. ......c.ocooovuimieiiiieeeeeeeeeseeeeeeoes o The notes are our unsecured obligations
and rank equally with all of our other
unsecured senior indebtedness.

Original Issue Discount. ...............oooovevereerenn, The notes were offered with original
issue discount for U.S. federal income
tax purposes equal to the principal
amount at maturity of each note less
the issue price to investors. You
should be aware that, although we will
not pay interest on the notes, U.S.
investors must include accrued original
issue discount in their gross income
for U.S. federal income tax purposes
prior to the conversion, redemption,
purchase or maturity of the notes,
(even if such notes are ultimately not
converted, redeemed, purchased or paid

at maturity).
Sinking Fund..............ocooveeeeeeeeeeeeoeesisan None.
Optional Redemption...............ccooovvevereerervnnn, We may redeem all or a portion of the

notes for cash at any time on or after
February 7, 2004. Indicative redemption
prices are set forth in this

prospectus. Holders may convert their
notes after they are called for
redemption at any time prior to the
redemption date. Our notice of
redemption will inform the holders of
out election to deliver shares of
common stock or to pay cash in lieu of
delivery of the shares with respect to
any notes converted prior to the
redemption date.

Purchase of the Notes by Enron at

the Option of the Holder ..............oooovevrvvernn, Holders may require us to purchase
their notes on any one of the following
dates at the following prices:

- on February 7, 2004 at a price of
$698.13 per note;

- on February 7, 2009 at a price of
$775.96 per note; and

- on February 7, 2014 at a price of
$862.46 per note.

We will pay cash for all notes
purchased on February 7, 2004, but on
the other two purchase dates we may
choose to pay the purchase price in
cash or common stock valued at its
Market Price (as defined herein) or a
combination of cash and common stock.

Optional Conversion to Semi-annual
Coupon Notes upon a Tax Bvent......................... From and after the occurrence of a Tax
Event, at the option of Enron, interest



in lieu of futyre original
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Fundamental Change.............cocevvvevirvcerirnecnenn,

issue discount shail accrue on each note from the date on which Enron exercises such option
at the rate of 2.125% per year on the restated principal amount (i.e., the issue price of the
note plus any original issue discount accrued to the later of the date of the Tax Event and the
date Enron exercises such option) and shall be payable semi-annually on each interest
payment date to holders of record at the close of business on each regular record date
immediately preceding such interest payment date. Interest will be computed based upon a
360-day year comprised of twelve 30-day months and will initially accrue from the Option
Exercise Date (as defined herein) and thereafter from the most recent date to which interest
has been paid. In such an event, the redemption price, purchase price, and Fundamental
Change repurchase price shall be adjusted as described herein. However, there will be no
changes in a holder's conversion rights.

Upon a Fundamental Change involving
Enron occurring prior to February 7,
2004, each holder may require us to
repurchase all or a portion of such
holder's notes. This repurchase price
will be equal to the issue price of the
notes plus accrued original issue
discount to the date of repurchase. We
may choose 10 pay the repurchase price
in cash or in common stock valued at
its Market Price or a combination of
cash and common stock. See "Description
of the Notes -- Fundamental Change
Permits Holder to Require Us to
Repurchase Notes" for the definition of
the term "Fundamental Change."

We will not receive any proceeds from
the sale of the securities contemplated
by this prospectus.

There is no established trading market
for the notes. We cannot assure you

that any market for the notes will
develop or, if one does develop, that

it will be maintained. Our common stock
is listed on the New York Stock
Exchange under the symbol "ENE."
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RISK FACTORS

You should carefully consider each of the following risks relating to the offer and sale of the notes. Our business may also be adversely affected by
risks and uncertainties not presently known to us or that we currently believe to be immaterial, including as a result of factors described under
"Special Note Regarding Forward-Looking Information.”

ALTHOUGH THE NOTES ARE REFERRED TO AS "SENIOR NOTES," THEY WILL BE EFFECTIVELY SUBORDINATED TO ANY
FUTURE SECURED DEBT AND DEBT OF OUR SUBSIDIARIES

The notes are unsecured and therefore will be effectively subordinated to any indebtedness of our subsidiaries and our future secured indebtedness to
the extent of the value of the assets securing such indebtedness. If we default on the notes, become bankrupt, liquidate or reorganize, any secured
creditors could use their collateral to satisfy their secured indebtedness before you would receive any payment on the notes. If the value of such
collateral is not sufficient to pay any secured indebtedness in full, our secured creditors would share the value of our other assets, if any, with you and
the holders of other claims against us which rank equally with the notes.

YOU CANNOT BE SURE THAT AN ACTIVE TRADING MARKET WILL DEVELOP FOR THE NOTES
There is no established trading market for the notes. We cannot assure you that any market for the notes will develop or, if one does develop, that it
will be maintained. If an active market for the notes fails to develop or be sustained, the trading price of the notes could be materially adversely
affected.

USE OF PROCEEDS

The selling securityholders will receive all of the proceeds from the sale of the notes under this prospectus and the shares of our common stock
issuable upon conversion of the notes. We will not receive any proceeds from theses sales.

RATIO OF EARNINGS TO FIXED CHARGES

The following table sets forth the ratio of earnings to fixed charges of Enron for each of the years 1996 through 2000 and for the three-month period
ended March 31, 2001.

YEAR ENDED DECEMBER 31, THREE MONTHS ENDED
MARCH 31,

1996 1997 1998 1999 2000 2001

3.00 1.02 2.08 2.29 2.34 297

The ratio of earnings to fixed charges is based on continuing operations. "Earnings” is determined by adding (i) the pre-tax income of Enron and its
majority owned subsidiaries, (ii) Enron's share of pre-tax income of its 50% owned companies, (iii) any income actually received from less than 50%
owned companies, and (iv) fixed charges, net of interest capitalized. "Fixed Charges" represent interest (whether expensed or capitalized),
amortization of debt discount and expense and that portion of rentals considered to be representative of the interest factor.
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PRICE RANGE OF COMMON STOCK AND DIVIDENDS

Our common stock is listed on the New York Stock Exchange under the symbol "ENE." The table below shows the high and low sales prices of our
common stock on the New York Stock Exchange Composite Tape as reported in The Wall Street Journal and the quarterly cash dividends declared
per share of common stock during the periods indicated.

PRICE RANGE CASH
----------------- DIVIDENDS
HIGH LOW DECLARED
Fiscal Year 1999
ISt QUATIRT. ...ttt et eneeae e $35.594 $28.750 $0.125
SECONA QUAIET. ......cceevrerierreeeieteerieiicie ettt etees et evesessresseaseesenesesneseesens 41.469 30.500 0.125
Third QUATET. ....ocveeieiiiii et et ne et eneerseneeas 44.719 38.063 0.125
Fourth QUAarET..........coviiiiiiieeiccecer et ra e re e s resaeene 44875 34.875 0.125
Fiscal Year 2000
FAESE QUATTET. .....oevieienierc ettt sttt sess et e s st e b be s et ere e $78.063 $41.375 $0.125
SeCOnA QUAMET.........ovveeiivieeice ittt ea e ea e enenas 78.938 62.500 0.125
Third QUATTET. .....eoiuiiee et e et e et s eaee s e saassesasstsaaessesarssaressenssarsenean 90.750 65.563 0.125
FOurth QUATTET......ccuiieeeieeieeee ettt e e et b e e b eeas 88.688 63.500 0.125
Fiscal Year 2001
FAESE QUATTET. .ocv.vieiiecnet et ee st e e e sreeraesaeesassrenessrerneens $84.063 $66.063 $0.125
SeCONA QUAITET........ooovieiiiiiiriecie ittt ee st e b ae s eareereatesereabesanas 64.750 42.350 0.125
Third Quarter (through July 18) ........oeooiiiericeeeereeee e, 51.500 47.500 -

The above information gives effect to a 2 for 1 stock split effected July 23, 1999. For a recent closing sale price of our common stock on the New
York Stock Exchange, see the cover page of this prospectus. Future dividend policy will depend on our earnings, capital requirements, financial
condition and other factors considered relevant by our board of directors.
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DESCRIPTION OF THE NOTES

We issued the notes under an indenture (the "indenture") dated as of February 7, 2001 between us and The Chase Manhattan Bank, as trustee (the
"trustee"). The trustee's address is 600 Travis Street, Houston, Texas 77002. A copy of the form of the indenture and the notes is filed as an exhibit to
the registration statement of which this prospectus forms a part and is available as set forth under "Where You Can Find More Information." The
following summary of certain provisions of the indenture and the notes does not purport to be complete and is subject to, and qualified in its entirety
by reference to, all the provisions of the indenture, including the definitions therein of certain terms. Because the following is only a summary, it does
not contain all information that you may find useful. For further information you should read the notes and the indenture,

GENERAL
The notes:
- are our unsecured obligations and rank equally with all of our other unsecured senior indebtedness;
- are limited to $1,907,698,000 aggregate principal amount at maturity;
- will mature on February 7, 2021; and

- will not pay interest annually, except as described under "-- Optional Conversion to Semi-Annual Coupon Note Upon Tax Event," but will
pay a principal amount of $1,000 per note upon maturity, representing a yield to maturity of 2.125%.

The notes are redeemable prior to maturity only on or after February 7, 2004, as described below under "-- Optional Redemption,” and do not
have the benefit of a sinking fund. Principal of the notes will be payable, and the transfer of notes will be registrable, at the office of the
trustee.

The notes were offered at a substantial discount from their principal amount at maturity. See "United States Federal Income Tax Considerations."
Except as described below, we will not make periodic payments of interest on the notes. Each note was issued at an issue price of $655.24 per note.
However, the notes will accrue original issue discount while they remain outstanding. Original issue discount is the difference between the issue
price and the principal amount at maturity of a note. The calculation of the accrual of original issue discount will be on a semi-annual bond
equivalent basis using a 360-day year composed of twelve 30-day months. The issue date for the notes and the commencement date for the accrual of
original issue discount was February 7, 2001.

The notes were issued only in registered form without coupons in denominations of $1,000 and any integral multiple of $1,000 above that amount.
No service charge will be made for any registration of transfer or exchange of notes, but we may require payment of a sum sufficient to cover any tax
or other governmental charge payable in connection therewith.

CONVERSION RIGHTS

A holder may convert notes, in multiples of $1,000 principal amount at maturity, into common stock at any time before the close of business on
February 7, 2021. However, if the Sale Price (as defined below) on the conversion date is (a) less than 100% of the sum of the issue price plus
accrued original issue discount, with such sum divided by the conversion rate (which we call the "accreted conversion price"), then the holder
electing to exercise its conversion right will receive, in lieu of common stock, cash in an amount equal to 95% of the product of the conversion rate
and such Sale Price or (b) greater than or equal to 100% of the accreted conversion price but less than 110% of the accreted conversion price, the
holder will receive, in liew of common stock, cash in an amount equal to the sum of the issue price of the notes plus accrued original issue discount.
This provision does not apply with respect to notes called for redemption. Further, a holder may convert a note only until the close of business on the
last business day prior to the redemption date if we call a note for redemption, unless we default on payment of the
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redemption price. A note for which a holder has delivered a purchase notice or a Fundamental Change repurchase notice requiring us to purchase or
repurchase the note may be converted only if such notice is withdrawn in accordance with the indenture.

The initial conversion rate is 5.7565 shares of common stock per note, subject to adjustment upon the occurrence of certain events described below.
The conversion rate will not be adjusted for accrued original issue discount.

We will pay for any fractional share an amount of cash based on the Sale Price of the common stock on the trading day immediately preceding the
conversion date. On conversion of a note, a holder will not receive any cash payment representing accrued original issue discount and the conversion
rate will not be adjusted to reflect any such accrual. Our delivery to the holder of the fixed number of shares of common stock into which the note is
convertible, together with any cash payment for fractional shares, will be deemed:

- to satisfy our obligation to pay the principal amount at maturity of the note; and
- to satisfy our obligation to pay original issue discount that accrued from the issue date through the conversion date.
As a result, accrued original issue discount is deemed to be paid in full rather than canceled, extinguished or forfeited.

A certificate for the number of full shares of common stock into which any note is converted, together with any cash payment for fractional shares,
will be delivered through the conversion agent as soon as practicable following the conversion date. For a discussion of the tax treatment of a holder
receiving common stock upon conversion, see "United States Federal Income Tax Considerations -- U.S. Holders -~ Exchange or Conversion of
Notes for Common Stock."

In lieu of delivery of shares of common stock upon notice of conversion of any notes (for all or any portion of the notes), we may elect to pay holders
surrendering notes an amount in cash per note equal to the average Sale Price of our common stock for the five consecutive trading days immediately
following (a) the date of our notice of our election to deliver cash as described below if we have not given notice of redemption, or (b) the conversion
date, in the case of a conversion following our notice of redemption specifying we intend to deliver cash upon conversion, in either case multiplied
by the conversion rate in effect on that date. We will inform the holders through the trustee no later than two business days following the conversion
date of our election to deliver shares of common stock or to pay cash in lieu of delivery of the shares, unless we have already informed holders of our
election in connection with our optional redemption of the notes as described under "-- Optional Redemption.” If we elect to deliver all of such
payment in shares of common stock, the shares will be delivered through the trustee no later than the fifth business day following the conversion
date. If we elect to pay all or a portion of such payment in cash, the payment, including any delivery of common stock, will be made to holders
surrendering notes no later than the tenth business day following the applicable conversion date. If an event of default, as described under "-- Events
of Default" below (other than a default in a cash payment upon conversion of the notes), has occurred and is continuing, we may not pay cash upon
conversion of any notes (other than cash in lieu of fractional shares).

The indenture provides that the date on which all of the requirements for delivery of a note for conversion have been satisfied is the "conversion
date."

The conversion rate will be adjusted for:
- dividends or distributions on our common stock payable in our common stock or other capital stock;
- subdivisions, combinations or certain reclassifications of our common stock;

- distributions to all holders of our common stock of certain rights to purchase our common stock for a period expiring within 60 days at less
than the Sale Price at the time; and
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- distributions to such holders of our assets or debt securities or certain rights to purchase our securities (excluding cash dividends or other
cash distributions from current or retained earnings unless the annualized amownt thereof per share exceeds 15% of the Sale Price on the day
preceding the date of declaration of such dividend or other distribution).

However, no adjustment need be made if noteholders may participate in the transaction or in certain other cases. In cases where the fair market
value of assets, debt securities or certain rights, warrants or options to purchase our securities distributed to shareholders (a) equals or exceeds
the average quoted price of the common stock, or (b) such average quoted price exceeds the fair market value of such assets, debt securities or
rights, warrants or options so distributed by less than $1.00, rather than being entitled to an adjustment in the conversion rate, the holder of a
note will be entitled to receive upon conversion, in addition to the shares of Enron common stock, the kind and amount of assets, debt
securities or rights, warrants or options comprising the distribution that such holder would have received if such holder had converted such
note immediately prior to the record date for determining the shareholders entitled to receive the distribution.

The indenture permits us to increase the conversion rate from time to time.

If we are party to a consolidation, merger or binding share exchange or a transfer of all or substantially all of our assets, the right to convert a
note into common stock may be changed into a right to convert it into the kind and amount of securities, cash or other assets of Enron or
another person which the holder would have received if the holder had converted the holder's notes immediately prior to the transaction. This

assumes that a holder of notes would not have exercised any rights of election as to the consideration receivable in connection with the
transaction,

Holders of the notes may, in certain circumstances, be deemed to have received a distribution subject to Federal income tax as a dividend in the
amount of:

- a taxable distribution to holders of common stock which results in an adjustment of the conversion rate; or
- an increase in conversion rate at our discretion.
See "United States Federal Income Tax Considerations -- U.S. Holders -- Adjustment of Conversion Rate."

If we exercise our option to have interest, instead of original issue discount, accrue on a note following a Tax Event, the holder will be entitled on
conversion to receive the same number of shares of common stock the holder would have received if we had not exercised such option.

If we exercise this option, notes surrendered for conversion by a holder during the period from the close of business on any regular record date to the
opening of business of the next interest payment date, except for notes to be redeemed on a date within this period or on the next interest payment
date, must be accompanied by payment of an amount equal to the interest that the registered holder is to receive on the note.

Except where notes surrendered for conversion must be accompanied by payment as described above, we will not pay interest on converted notes on
any interest payment date subsequent to the date of conversion. See "-- Optional Conversion to Semi-annual Coupon Note Upon Tax Event."

OPTIONAL REDEMPTION

No sinking fund is provided for the notes. Prior to February 7, 2004, the notes will not be redeemable. Beginning on February 7, 2004, at our option
we may redeem the notes for cash at any time as a whole, or from time to time in part. We will give not less than 30 days nor more than 60 days
notice of redemption by mail to noteholders. The notice of redemption will inform the holders of our election to deliver shares
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of common stock or to pay cash in lieu of delivery of the shares with respect to any notes converted prior to the redemption date.

The table below shows what redemption prices of a note would be on February 7, 2004, at each February thereafier prior to maturity and at maturity
on February 7, 2021. These prices equal the issue price plus the accrued original issue discount calculated to each such date. The redemption price of
a note redeemed between such dates would include an additional amount reflecting the additional original issue discount accrued since the next
preceding date in the table.

ACCRUED
ORIGINAL ISSUE = REDEMPTION
ISSUE DISCOUNT AT PRICE

REDEMPTION DATE PRICE(1) 2.125%(2) [€)3:#3)

February 7, 2004. .........cooivevrieeiriinciereensnceeemesessessansesessasassnsossens $655.24 $42.90 $698.13
February 7, 2005, ...t rsenessseeson 655.24 57.81 713.05
February 7, 2006. .......coooiiciniiiiiititicicnee e bssneeeais 655.24 73.04 728.28
February 7, 2007, ..ot 655.24 88.60 743 .84
February 7, 2008. ......c.ccviieeiiivinncrcreine et e 655.24 104.49 759.73
February 7, 2000. ...t eesenes 655.24 120.72 775.96
February 7, 2010. ..ot sesevets e seeseasinnne 655.24 137.30 792.54
February 7, 2011, ..ot soesassssissssnsssanenes 655.24 154.23 809.47
February 7, 2012, ...ttt 655.24 171.52 826.76
February 7, 2013. ...t eneasmne e sstesseienes 655.24 189.18 844.42
February 7, 2014, ..ottt 655.24 207.22 862.46
February 7, 2015, ...uiicii ittt 655.24 225.65 880.89
February 7, 2016. ........ccviviierieceneccicnneneieiernereieernessescaniessioneseenss 655.24 244.47 899.70
February 7, 2017. ... s nssssssessissaseens 655.24 263.69 918.92
February 7, 2018. ... eccimiererreteese ettt 655.24 283.32 938.56
February 7, 2010. ... 655.24 303.37 958.61
February 7, 2020. ......cccuvemeveriececieirecienisencscesssesersasensessesssensessens 655.24 323.85 979.08
At Stated MAUIILY ........coovrirerercmcreeicecrrenemeeses s ieetsesecne s sensenssisessssens 655.24 344.76 1,000.00

If converted to semi-annual coupon notes following the occurrence of a Tax Event, the notes will be redeemable at the Restated Principal Amount (as
defined herein) plus accrued and unpaid interest to the redemption date. However, in no event may the notes be redeemed prior to February 7, 2004.
See "-- Optional Conversion to Semi-annual Coupon Note Upon Tax Event."

If less than all of the outstanding notes held in definitive form are to be redeemed, the trustee shall select the notes held in definitive form to be
redeemed in principal amounts at maturity of $1,000 or integral multiples of $1,000. In this case the trustee may select the notes by lot, pro rata or by
any other method the trustee considers fair and appropriate. If a portion of a holder's notes is selected for partial redemption and the holder elects to
convert a portion of the notes, the portion elected to be converted shall be deemed to be the portion selected for redemption.

PURCHASE OF NOTES AT THE OPTION OF THE HOLDER

On the purchase dates of February 7, 2004, February 7, 2009 and Febrnary 7, 2014, we will, at the option of the holder, be required to purchase any
outstanding note for which a written purchase notice has been properly delivered by the holder to the trustee and not withdrawn, subject to certain
additional conditions. Holders may submit their notes for purchase to the paying agent at any time from the opening of business on the date that is 20
business days prior to such purchase date until the close of business on such purchase date,
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The purchase price of a note will be:

$658.13 per note on February 7, 2004;

$775.96 per note on February 7, 2009; and

$862.46 per note on February 7, 2014,

These purchase prices equal the issue price plus accrued original issue discount to the purchase dates.

We will pay cash for all notes purchased on February 7, 2004, but on the other two purchase dates we may, at our option, elect to pay the purchase
price in cash or shares of common stock valued at the Market Price or any combination thereof. See "United States Federal Income Tax
Considerations."

If prior to a purchase date the notes have been converted to semi-annual coupon notes following the occurrence of a Tax Event, the purchase price
will be equal to the Restated Principal Amount plus accrued and unpaid interest from the date of such conversion to the purchase date. See "--
Optional Conversion to Semi-annual Coupon Note Upon Tax Event."

We will be required to give notice on a date not less than 20 business days prior to each purchase date to all holders at their addresses shown in the
register of the registrar, and to beneficial owners as required by applicable law, stating among other things:

- whether we will pay the purchase price of notes in cash or common stock or any combination thereof, specifying the percentages of each;
- if we elect to pay in common stock, the method of calculating the Market Price of the common stock; and
- the procedures that holders must follow to require us to purchase their notes.
The purchase notice given by each holder electing to require us to purchase notes shall state:

- the certificate numbers of the holder's notes to be delivered for purchase;
- the portion of the principal amount at maturity of notes to be purchased, which must be $1,000 or an integral multiple of $1,000;
- that the notes are to be purchased by us pursuant to the applicable provisions of the notes and the indenture; and
- in the event we elect, pursuant to the notice that we are required to give, to pay the purchase price in common stock, in whole or in part,
but the purchase price is ultimately to be paid to the holder entirely in cash because any condition to payment of the purchase price or
portion of the purchase price in common stock is not satisfied prior to the close of business on the purchase date, as described below,
whether the holder elects: (1) to withdraw the purchase notice as to some or all of the notes to which it relates, or (2) to receive cash in
respect of the entire purchase price for all notes or portions of notes subject to such purchase notice.
If the holder fails to indicate the holder's choice with respect to the election described in the final bullet point above, the holder shall be
deemed to have elected to receive cash in respect of the entire purchase price for all notes subject to the purchase notice in these
circumstances. For a discussion of the tax treatment of a holder receiving cash instead of common stock, see "United States Federal Income

Tax Considerations -- U.S. Holders - Sale, Retirement or Redemption of the Notes Solely for Cash."

Any purchase notice may be withdrawn by the holder by a written notice of withdrawal delivered to the paying agent prior to the close of business on
the purchase date.
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The notice of withdrawal shall state:

- the principal amount at maturity being withdrawn;

- the certificate numbers of the notes being withdrawn; and

- the principal amount at maturity of the notes that remains subject to the purchase notice, if any.

If we elect to pay the purchase price, in whole or in part, in shares of common stock, the number of shares of common stock to be delivered by
us shall be equal to the portion of the purchase price to be paid in common stock divided by the Market Price.

We will pay cash based on the Market Price for all fractional shares of common stock in the event we elect to deliver common stock in payment, in
whole or in part, of the purchase price. See "United States Federal Income Tax Considerations."

The "Market Price" means the average of the Sale Prices (as defined below) of the common stock for the five trading day period ending on the third
business day (if the third business day prior to the applicable purchase or repurchase date is a trading day or, if not, then on the last trading day) prior
to the applicable purchase or repurchase date, appropriately adjusted to take into account the occurrence, during the period commencing on the first
of such trading days during such five trading day period and ending on such purchase or repurchase date, of certain events with respect to the
common stock that would result in an adjustment of the conversion rate.

The "Sale Price" of the common stock on any date means the closing sale price per share (or if no closing sale price is reported, the average of the bid
and ask prices or, if more than one in either case, the average of the average bid and the average ask prices) on such date as reported in composite
transactions for the principal United States securities exchange on which the common stock is traded or, if the common stock is not listed on a United
States national or regional securities exchange, as reported by the Nasdaq System.

Because the Market Price is determined prior to the applicable purchase date, holders of notes bear the market risk with respect to the value of the
common stock to be received from the date such Market Price is determined to such purchase date. We may pay the purchase price or any portion of
the purchase price in common stock only if the information necessary to calculate the Market Price is published in a daily newspaper of national
circulation.

Our right to purchase notes, in whole or in part, with common stock is subject to our satisfying various conditions, including:
- the registration of the common stock under the Securities Act and the Securities Exchange Act, if required; and

- any necessary qualification or registration under applicable state securities law or the availability of an exemption from such qualification
and registration.

If such conditions are not satisfied with respect to a holder prior to the close of business on the purchase date, we will pay the purchase price
of the notes of such holder entirely in cash. See "United States Federal Income Tax Considerations." We may not change the form or
components or percentages of components of consideration to be paid for the notes once we have given the notice that we are required to give
to holders of notes, except as described in the first sentence of this paragraph.

In connection with any purchase offer, we will comply with the provisions of Rule 13e-4, Rule 14¢-1 and any other tender offer rules under the
Securities Exchange Act which may then be applicable.

Payment of the purchase price for a note for which a purchase notice has been delivered and not validly withdrawn is conditioned upon book-entry
transfer or delivery of the note, together with necessary endorsements, to the paying agent at any time after delivery of the purchase notice. Payment
of the

17



purchase price for the note will be made promptly following the later of the purchase date or the time of book-entry transfer or physical delivery of
the note.

If the paying agent holds money or securities sufficient to pay the purchase price of a note on the business day following the purchase date in
accordance with the terms of the indenture, then, immediately after the purchase date, the note will cease to be outstanding and original issue
discount on such note or, if the notes have been converted to semi-annual coupon notes following the occurrence of a Tax Event, interest on such
note, will cease to accrue, whether or not book-entry transfer is made or the note is delivered to the paying agent. Thereafter, all other rights of the
holder shall terminate, other than the right to receive the purchase price upon delivery of the note.

Our ability to purchase notes with cash may be limited by the terms of our then existing indebtedness or financial agreements.

No notes may be purchased for cash at the option of holders if there has occurred and is continuing an event of default described under "-- Events of
Default" below. However, notes may be purchased if the event of default is in the payment of the purchase price with respect to the notes.

FUNDAMENTAL CHANGE PERMITS HOLDER TO REQUIRE US TO REPURCHASE NOTES

If a Fundamental Change (as defined below) occurs prior to February 7, 2004, each holder will have the right, at the holder's option, to require us to
repurchase any or all of the holder's notes. The notes may be repurchased in multiples of $1,000 principal amount at maturity. We will repurchase the
notes at a price equal to the issue price plus accrued original issue discount to the repurchase date. See the table under "-- Optional Redemption." If,
prior to the repurchase date, we elect to convert the notes to semi-annual coupon notes following a Tax Event, the repurchase price will be equal to
the Restated Principal Amount plus accrued and unpaid interest to the repurchase date. See the discussion under the caption entitled "-- Optional
Conversion to Semi-annual Coupon Note Upon Tax Event."

A "Fundamental Change" occurs if:

- we consolidate or merge with or into another person (other than a subsidiary);

- we sell, convey, transfer or lease our properties and assets substantially as an entirety to any person (other than a subsidiary);

- any person (other than a subsidiary) consolidates with or merges with or into Enron; or

- our outstanding common stock is reclassified into, exchanged for or converted into the right to receive any other property or security;
provided that none of these circumstances will be a Fundamental Change if at least 50% of the aggregate fair market value (as determined by our
board of directors) of the property and securities received by holders of our common stock in respect of such common stock in such transaction, other
than cash payments for fractional shares, consists of shares of voting common stock of the surviving person that are, or upon issuance will be, traded

on a United States national securities exchange or approved for trading on an established automated over-the-counter trading market in the United
States.

We may, at our option, instead of paying the Fundamental Change repurchase price in cash, pay all or a portion of the Fundamental Change
repurchase price in owr common stock, as long as our common stock is then listed on a United States national securities exchange or traded on an
established automated over-the-counter trading market in the United States. The fair market value of the common stock for such purpose shall be the
Market Price. We will pay cash based on the Market Price for all fractional shares of common stock in the event we elect to deliver common stock in
payment, in whole or in part, of the repurchase price. See "United States Federal Income Tax Considerations."

On or before the 30th day after the occurrence of a Fundamental Change, we will mail to all holders of record of the notes a notice of the occurrence
of the Fundamental Change and of the resulting
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repurchase right. We will also deliver to the trustee a copy of the notice. The notice will state among other things:

- whether we will pay the repurchase price of notes in cash or common stock or any combination thereof, specifying the percentages of each;
- if we elect to pay in common stock, the method of calculating the Market Price; and
- the procedures that holders must follow to require us to repurchase their notes.

To exercise the repurchase right, holders of notes must deliver, on or before the 60th day after the date of our notice of a Fundamental
Change, the notes to be repurchased, either by book-entry transfer or in certificate form duly endorsed for transfer, together with a
repurchase notice and the form entitled "Option to Elect Repurchase Upon a Fundamental Change" on the reverse side of the note duly
completed, to the paying agent. The repurchase notice given by each holder electing to require us to repurchase notes shall state:

- the certificate numbers of the holder's notes to be delivered for repurchase;
- the portion of the principal amount at maturity of notes to be repurchased, which must be $1,000 or an integral multiple of $1,000; and

- in the event we elect, pursuant to the notice that we are required to give, to pay the repurchase price in common stock, in whole or in part,
but the repurchase price is ultimately to be paid to the holder entirely in cash because any condition to payment of the repurchase price or
portion of the repurchase price in common stock is not satisfied prior to the close of business on the repurchase date, as described below,
whether the holder elects: (1) to withdraw the repurchase notice as to some or all of the notes to which it relates, or (2) to receive cash in
respect of the entire repurchase price for all notes or portions of notes subject to such repurchase notice.

If the holder fails to indicate the holder's choice with respect to the election described in the final bullet point above, the holder shall be
deemed to have elected to receive cash in respect of the entire repurchase price for all notes subject to the purchase notice in these
circumstances. For a discussion of the tax treatment of a holder receiving cash instead of common stock, see "United States Federal Income
Tax Considerations -- U.S. Holders -- Sale, Retirement or Redemption of the Notes Solely for Cash.”

Any repurchase notice may be withdrawn by the holder by a written notice of withdrawal delivered to the paying agent prior to the close of business
on the repurchase date.

The notice of withdrawal shall state:

- the principal amount at maturity being withdrawn;

- the certificate numbers of the notes being withdrawn; and

- the principal amount at maturity of the notes that remains subject to the repurchase notice, if any.

Because the Market Price is determined prior to the applicable repurchase date, holders of notes bear the market risk with respect to the value
of the common stock to be received from the date such Market Price is determined to such repurchase date. We may pay the repurchase price
or any portion of the repurchase price in common stock only if the information necessary to calculate the Market Price is published in a daily

newspaper of national circulation.
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Our right to repurchase notes, in whole or in part, with common stock is subject to our satisfying various conditions, including:
- the registration of the common stock under the Securities Act and the Securities Exchange Act, if required; and

- any necessary qualification or registration under applicable state securities law or the availability of an exemption from such qualification
and registration.

If such conditions are not satisfied with respect to a holder prior to the close of business on the repurchase date, we will pay the repurchase
price of the notes of such holder entirely in cash. See "United States Federal Income Tax Considerations.” We may not change the form or
components or percentages of components of consideration to be paid for the notes once we have given the notice that we are required to give
to holders of notes, except as described in the first sentence of this paragraph.

In connection with the repurchase of the notes in the event of a Fundamental Change, we will comply with the provisions of Rule 13e-4, Rule 14e-1
and any other tender offer rules under the Securities Exchange Act which may then be applicable.

Payment of the repurchase price for a note for which a repurchase notice has been delivered and not validly withdrawn is conditioned upon book-
entry transfer or delivery of the note, together with necessary endorsements, to the paying agent at any time after delivery of the repurchase notice.
Payment of the repurchase price for the notes will be made promptly following the later of the repurchase date or the time of book-entry transfer or
physical delivery of the notes.

If the paying agent holds money or securities sufficient to pay the repurchase price of a note on the business day following the repurchase date in
accordance with the terms of the indenture, then, immediately after the repurchase date, the note will cease to be outstanding and original issue
discount on such note or, if the notes have been converted to semi-annual coupon notes following the occurrence of a Tax Event, interest on such
note, will cease to accrue, whether or not book-entry transfer is made or the note is delivered to the paying agent. Thereafter, all other rights of the
holder shall terminate, other than the right to receive the purchase price upon delivery of the note.

The repurchase rights of the holders of notes could discourage a potential acquiror of Enron. The Fundamental Change repurchase feature, however,
is not the result of management's knowledge of any specific effort to obtain control of Enron by any means or part of a plan by management to adopt
a series of anti-takeover provisions.

The term Fundamental Change is limited to specified transactions and may not include other events that might adversely affect our financial
condition. In addition, the requirement that we offer to repurchase the notes upon a Fundamental Change may not protect noteholders in the event of
a highly leveraged transaction, reorganization, merger or similar transaction involving us.

Our ability to repurchase notes with cash may be limited by the terms of our then existing indebtedness or financial agreements.

No notes may be repurchased for cash at the option of holders upon a Fundamental Change if there has occurred and is continuing an event of default
described under "-- Events of Default” below. However, notes may be repurchased if the event of default is in the payment of the Fundamental
Change repurchase price with respect to the notes.

OPTIONAL CONVERSION TO SEMI-ANNUAL COUPON NOTE UPON TAX EVENT

From and after the date of the occurrence of a Tax Event, we may elect to have interest in lieu of future original issue discount accrue at the rate of
2.125% per year on a principal amount per note (the "Restated Principal Amount") equal to the issue price plus original issue discount accrued to the
date of the Tax Event or the date on which we exercise the option described herein, whichever is later (the "Option Exercise Date™).

20



Such interest shall accrue from the Option Exercise Date and shall be payable in cash semi-annually on the interest payment dates of February 7 and
August 7 of each year to holders of record at the close of business on the January 23 or the July 23 immediately preceding the interest payment date.
Interest will be computed on the basis of a 360-day year comprised of twelve 30-day months. Interest will initially accrue from the Option Exercise
Date and thereafter from the last date to which interest has been paid.

A "Tax Event" means that we have received an opinion from independent tax counsel experienced in such matters to the effect that, on or after the
date of this prospectus, as a result of:

(1) any amendment to, or change (including any announced prospective change) in the laws, rules or regulations thereunder of the
United States or any political subdivision or taxing authority thereof or therein, or

(2) any amendment to, or change in, an interpretation or application of such laws, rules or regulations by any legislative body, court,
governmental agency or regulatory authority,

in each case which amendment or change is enacted, promulgated, issued or anmounced or which interpretation is issued or announced or which
action is taken, on or after January 31, 2001, there is more than an insubstantial risk that interest (including original issue discount) payable on the
notes either:

- would not be deductible on a current accrual basis, or
- would not be deductible under any other method,
in either case in whole or in part, by us (by reason of deferral, disallowance, or otherwise) for United States federal income tax purposes.

Federal legislation has previously been proposed to change the tax law to defer the deduction of original issue discount on convertible debt
instruments until the issuer pays the original issue discount. Congress did not enact these proposed changes. If a similar proposal were ever
reintroduced, enacted and made applicable to the notes in a manner that would limit our ability to either:

- deduct the interest, including original issue discount, payable on the notes on a current accrual basis, or

- deduct the interest, including original issue discount, payable on the notes under any other method for United States federal income tax
purposes,

such enactment would result in a Tax Event and the terms of the notes would be subject to modification at our option as described above.

The modification of the terms of notes by us upon a Tax Event, as described above, could possibly alter the timing of income recognition by holders
of the notes with respect to the semi-annual payments of interest due on the notes after the option exercise date.

LIMITATIONS ON MORTGAGES AND LIENS

The indenture provides that so long as any of the notes are outstanding, Enron will not, and will not permit any subsidiary to, pledge, mortgage or
hypothecate, or permit to exist, except in favor of Enron or any subsidiary, any mortgage, pledge or other lien upon, any Principal Property at any
time owned by it, to secure any indebtedness (as defined in the indenture), unless effective provision is made whereby outstanding notes will be
equally and ratably secured with any and all such indebtedness and with any other indebtedness similarly entitled to be equally and ratably secured.
This restriction does not apply to prevent the creation or existence of:

- Mortgages, pledges, liens or encumbrances on any property held or used by Enron or a subsidiary in connection with the exploration for,
development of or production of, oil, gas, natural gas (including liquified gas and storage gas), other hydrocarbons, helium, coal, metals,
minerals, steam, timber,
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geothermal or other natural resources or synthetic fuels, such properties to include, but not be limited to, Enron's or a subsidiary's interest in
any mineral fee interests, oil, gas or other mineral leases, royalty, overriding royalty or net profits interests, production payments and other
similar interests, wellhead production equipment, tanks, field gathering lines, leasehold or field separation and processing facilities,
compression facilities and other similar personal property and fixtures;

- Mortgages, pledges, liens or encumbrances on oil, gas, natural gas (including liquified gas and storage gas), other hydrocarbons, helium,
coal, metals, minerals, steam, timber, geothermal or other natural resources or synthetic fuels produced or recovered from any property, an
interest in which is owned or leased by Enron or a subsidiary;

- Mortgages, pledges, liens or encumbrances (or certain extensions, renewals or refundings thereof) upon any property acquired before or
afier the date of the indenture, created at the time of acquisition or within one year thereafter to secure all or a portion of the purchase price
thereof, or existing thereon at the date of acquisition, whether or not assumed by Enron or a subsidiary, provided that every such mortgage,
pledge, lien or encumbrance applies only to the property so acquired and fixed improvements thereon;

- Mortgages, pledges, liens or encumbrances upon any property acquired before or after the date of the indenture by any corporation that is
or becomes a subsidiary after the date of the indenture ("Acquired Entity"), provided that every such mortgage, pledge, lien or encumbrance
(1) shall either (a) exist prior to the time the Acquired Entity becomes a subsidiary or (b) be created at the time the Acquired Entity
becomes a subsidiary or within one year thereafter to secure all or a portion of the acquisition price thereof and (2) shall only apply to those
properties owned by the Acquired Entity at the time it becomes a subsidiary or thereafter acquired by it from sources other than Enron or
any other subsidiary;

- Pledges of current assets, in the ordinary course of business, to secure current liabilities;

- Deposits to secure public or statutory obligations;

- Liens to secure indebtedness other than Funded Debt (as defined in the indenture and herein);

- Mortgages, pledges, liens or encumbrances upon any office, data processing or transportation equipment;

- Mortgages, pledges, liens or encumbrances created or assumed by Enron or a subsidiary in connection with the issuance of debt securities
the interest on which is excludable from gross income of the holder of such security pursuant to the Internal Revenue Code of 1986, as
amended, for the purpose of financing the acquisition or construction of property to be used by Enron or a subsidiary;

- Pledges or assignments of accounts receivable or conditional sales contracts or chattel mortgages and evidences of indebtedness secured
thereby, received in connection with the sale by Enron or a subsidiary of goods or merchandise to customers; or

- Certain other liens or encumbrances.

Notwithstanding the foregoing, Enron or a subsidiary may issue, assume or guarantee indebtedness secured by a mortgage which would
otherwise be subject to the foregoing restrictions in an aggregate amount which, together with all other indebtedness of Enron or a
subsidiary secured by a mortgage which (if originally issued, assumed or guaranteed at such time) would otherwise be subject to the
foregoing restrictions (not including secured indebtedness permitted under the foregoing exceptions), does not at the time exceed 10% of
the Consolidated Net Tangible Assets (total assets less (a) total current Habilities, excluding indebtedness due within 12 months, and (b)
goodwill, patents and trademarks) of Enron, as shown on the audited consolidated financial statements of Enron as of the end of the fiscal
year preceding the date of determination.
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For purposes of this covenant only, the term "subsidiary” is defined in the indenture to mean a corporation all of the voting shares (that is, shares
entitled to vote for the election of directors, but excluding shares entitled so to vote only upon the happening of some contingency unless such
contingency shall have occurred) of which shall be owned by Enron or by one or more subsidiaries or by Enron and one or more subsidiaries. The
term "Principal Property" is defined to mean any oil or gas pipeline, gas processing plant or chemical plant located in the United States, except any
such property, pipeline or plant that in the opinion of the Board of Directors of Enron is not of material importance to the total business conducted by
Enron and its subsidiaries. "Principal Property" does not include any oil or gas property or the production or any proceeds of production from an oil
or gas producing property or the production or any proceeds of production of gas processing plants or oil or gas or petroleum products in any
pipeline.

The term "indebtedness," as applied to Enron or any subsidiary, is defined to mean bonds, debentures, notes and other instruments representing
obligations created or assumed by any such corporation for the repayment of money borrowed (other than unamortized debt discount or premium).
All indebtedness secured by a lien upon property owned by Enron or any subsidiary and upon which indebtedness any such corporation customarily
pays interest, even though such corporation has not assumed or become liable for the payment of such indebtedness, is also deemed to be
indebtedness of any such corporation. All indebtedness for money borrowed incurred by other persons which is directly guaranteed as to payment of
principal by Enron or any subsidiary is for all purposes of the indenture deemed to be indebtedness of any such corporation, but no other contingent
obligation of any such corporation in respect of indebtedness incurred by other persons is for any purpose deemed indebtedness of such corporation.
Indebtedness of Enron or any subsidiary does not include (1) amounts which are payable only out of all or a portion of the oil, gas, natural gas,
helium, coal, metals, minerals, steam, timber or other natural resources produced, derived or extracted from properties owned or developed by such
corporation; (2) any amount representing capitalized lease obligations; (3) any indebtedness incurred to finance oil, gas, natural gas, helium, coal,
metals, minerals, steam, timber, hydrocarbons or geothermal or other natural resources or synthetic fuel exploration or development, payable, with
respect to principal and interest, solely out of the proceeds of oil, gas, natural gas, helium, coal, metals, minerals, steam, timber, hydrocarbons or
geothermal or other natural resources or synthetic fuel to be produced, sold and/or delivered by Enron or any subsidiary; (4) indirect guarantees or
other contingent obligations in connection with the indebtedness of others, including agreements, contingent or otherwise, with such other persons or
with third persons with respect to, or to permit or ensure the payment of, obligations of such other persons, including, without limitation, agreements
to purchase or repurchase obligations of such other persons, agreements to advance or supply funds to or to invest in such other persons or
agreements to pay for property, products or services of such other persons (whether or not conferred, delivered or rendered) and any demand charge,
throughput, take-or-pay, keep-well, make-whole, cash deficiency, maintenance of working capital or earnings or similar agreements; and (5) any
guarantees with respect to lease or other similar periodic payments to be made by other persons.

"Funded Debt" as applied to any corporation means all indebtedness incurred, created, assumed or guaranteed by such corporation, or upon which it
customarily pays interest charges, which matures, or is renewable by such corporation to a date, more than one year after the date as of which Funded
Debt is being determined; provided, however, that the term "Funded Debt" shall not include (1) indebtedness incurred in the ordinary course of
business representing borrowings, regardless of when payable, of such corporation from time to time against, but not in excess of the face amount of,
its installment accounts receivable for the sale of appliances and equipment sold in the regular course of business or (2) advances for construction and
security deposits received by such corporation in the ordinary course of business.

The foregoing limitations on mortgages, pledges and liens are intended to limit other creditors of Enron from obtaining preference or priority over
holders of the notes, but are not intended to prevent other creditors from sharing equally and ratably and without preference ("pari passu") over the
holders of the notes. While such limitations on mortgages and liens do provide protection to the holders of the notes, there are a number of exceptions
to such restrictions which could result in certain assets of Enron and its subsidiaries being encumbered without equally and ratably securing the notes
issued under the indenture.
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Specifically, the restrictions apply only to pledges, mortgages or liens upon "Principal Property" (as defined in the indenture and herein) to secure
any "indebtedness” (as defined in the indenture and herein), unless effective provision is made whereby outstanding notes will be equally and ratably
secured with any such indebtedness and with any other indebtedness similarly entitled to be equally and ratably secured. There are certain exceptions
to the definition of "“indebtedness," which are enumerated in the indenture and herein. In addition, the restrictions do not apply to prevent the creation
or existence of mortgages, pledges, liens or encumbrances on certain types of properties or pursuant to certain types of transactions, all as enumerated
in the indenture and above. Also, up to 10% of Consolidated Net Tangible Assets (as defined in the indenture and herein) is not subject to the
mortgage and lien limitations contained in the indenture.

EVENTS OF DEFAULT
Each of the following will constitute an event of default under the indenture:

- default in payment of the principal amount at maturity (or if the notes have been converted to a semi-annual coupon notes following a Tax
Event, the Restated Principal Amount), redemption price, purchase price or Fundamental Change repurchase price with respect to any note
when such amount becomes due and payable;

- if the notes have been converted to semi-annual coupon notes following a Tax Event, the failure to pay interest within 30 days of the due
date;

- liquidated damages owing, as described under "Registration Rights," if the default continues for 30 days;

- our failure to comply with any of our other agreements in the notes or the indenture upon receipt by us of notice of such default by the trustee
or by holders of not less than 25% in aggregate principal amount at maturity of the notes then outstanding and our failure to cure (or obtain a
waiver of) such default within 60 days after receipt by us of such notice; and

- certain events of bankruptcy or insolvency affecting us.

If any event of default has happened and is continuing, either the trustee or the holders of not less than 25% in aggregate principal amount at
maturity of the notes then outstanding may declare the issue price of the notes plus the original issue discount on the notes or, if the notes are
converted to semi-annual coupon notes following the occurrence of a Tax Event, the Restated Principal Amount plus interest on the notes,
accrued to the date of such declaration to be immediately due and payable. In the case of certain events of bankruptcy or insolvency, the issue
price of the notes plus the original issue discount on the notes or, if the notes are converted to semi-annual coupon notes following the
occurrence of a Tax Event, the Restated Principal Amount plus interest on the notes, accrued to the occurrence of such event shall
automatically become and be immediately due and payable.

Subject to the provisions of the indenture relating to the duties of the trustee in case an event of default occurs and is continuing, the trustee will be
under no obligation to exercise any of its rights or powers under the indenture at the request or direction of any of the holders, unless such holders
have offered to the trustee reasonable indemnity. Subject to such provisions for the indemnification of the trustee, the holders of a majority in
aggregate principal amount at maturity of the outstanding notes will have the right to direct the time, method and place of conducting any proceeding
for any remedy available to the trustee or exercising any trust or power conferred on the trustee with respect to the notes.

No holder of a note will have any right to institute any proceeding with respect to the indenture, or for the appointment of a receiver or a trustee, or
for any other remedy thereunder, unless:

- such holder has previously given to the trustee written notice of a continuing event of default with respect to the notes;
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- the holders of at least 25% in aggregate principal amount at maturity of the outstanding notes have made written request, and such holder or
holders have offered reasonable indemnity, to the trustee to institute such proceeding as trustee; and

- the trustee has failed to institute such proceeding, and has not received from the holders of a majority in aggregate principal amount at
maturity of the outstanding notes a direction inconsistent with such request, within 60 days after such notice, request and offer.

However, such limitations do not apply to a suit instituted by a holder of a note for the enforcement of conversion rights or payment of the principal
amount at maturity, the Restated Principal Amount, redemption price, purchase price or Fundamental Change repurchase price, liquidated damages
or interest on such note after conversion of the notes to semi-annual coupon notes following a Tax Event, in each case on or after the applicable due
date specified in such note.

We will be required to furnish to the trustee annually a statement by certain of its officers as to whether or not we, to their knowledge, are in default
in the performance or observance of any of the terms, provisions and conditions of the indenture and, if so, specifying all such known defauits.

MODIFICATION AND WAIVER

Modifications and amendments of the indenture may be made by us and the trustee with the consent of the holders of at least a majority in aggregate
principal amount at maturity of the outstanding notes affected by such modification or amendment.

No such modification or amendment may, without the consent of the holder of each outstanding note affected thereby,

- make any change to the percentage of principal amount at maturity of notes the holders of which must consent to an amendment or any
waiver under the indenture;

- reduce the principal amount at maturity, Restated Principal Amount or issue price, or extend the stated maturity, of any note;

- reduce the redemption price, purchase price or Fundamental Change repurchase price of any note;

- make any change that adversely affects the right to convert any note;

- except as otherwise provided herein and in the indenture, alter the manner or rate of accrual of original issue discount or interest on any note,
reduce the rate of interest upon the occurrence of a Tax Event, or extend the time for payment of original issue discount or interest, if any, on
any note;

- make any note payable in money or securities other than that stated in the note;

- make any change that adversely affects such holder's right to require us to purchase a note; or

- impair the right to institute suit for the enforcement of any payment with respect to, or conversion of, the notes.

The holders of at least a majority in aggregate principal amount at maturity of the outstanding notes may waive compliance by us with certain
restrictive provisions of the indenture. The holders of a majority in aggregate principal amount at maturity of the outstanding notes may waive
any past default under the indenture and its consequences, except a default in any payment on the notes, a default with respect to the
conversion rights of the notes and a default in respect of certain covenants and provisions of the indenture which cannot be amended without

the consent of the holder of each outstanding note as described in the preceding paragraph.
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MERGERS AND SALES OF ASSETS

The indenture provides that Enron may consolidate with or merge into any other person or convey, transfer or lease its properties and assets
substantially as an entirety to another person, if among other items, (i) the resulting, surviving or transferee person (if other than Enron) assumes all
obligations of Enron under the notes and the indenture, and (ii) Enron or such successor person is not immediately thereafter in default under the
indenture. Upon the assumption of our obligations by such a person in such circumstances, subject to certain exceptions, Enron shall be discharged
from all obligations under the notes and the indenture. Although such transactions are permitted under the indenture, certain of the foregoing
transactions could constitute a Fundamental Change (as defined herein) permitting each holder to require us to purchase the notes of such holder as
described above.

DISCHARGE OF THE INDENTURE

We may satisfy and discharge our obligations under the indenture by delivering to the trustee for cancellation all outstanding notes or by depositing
with the trustee, the paying agent or the conversion agent, if applicable, after the notes have become due and payable, whether at stated maturity, or
any redemption date, or any purchase date, or a Fundamental Change repurchase date, or upon conversion or otherwise, cash or shares of common
stock (as applicable under the terms of the indenture) sufficient to pay all of the outstanding notes and paying all other sums payable under the
indenture by us.

LIMITATION OF CLAIMS IN BANKRUPTCY

If a bankruptcy proceeding is commenced in respect of Enron, the claim of the holder of a note is, under Title 11 of the United States Code, limited to
the issue price of the note plus that portion of the original issue discount that has accrued from the date of issue to the commencement of the
proceeding.

REGARDING THE TRUSTEE

The indenture provides that, except during the continuance of an event of default, the trustee will perform only such duties as are specifically set forth
in the indenture. During the existence of an event of default, the trustee will exercise such rights and powers vested in it under the indenture and use
the same degree of care and skill in its exercise as a prudent person would exercise under the circumstances in the conduct of such person's own
affairs.

The indenture and provisions of the Trust Indenture Act incorporated by reference therein contain limitations on the rights of the trustee, should it
become one of our creditors, to obtain payment of claims in certain cases or to realize on certain property received by it in respect of any such claim
as security or otherwise. The trustee is permitted to engage in other transactions with us or any of our affiliates; provided, however, that if, during the
continuance of an event of default, it acquires any conflicting interest (as defined in the indenture or in the Trust Indenture Act), it must eliminate
such conflict or resign.

The trustee under the indenture acts as agent and lender for some of our credit facilitics.

BOOK-ENTRY; DELIVERY AND FORM; GLOBAL NOTE

Notes sold by the selling securityholders pursuant to the registration statement of which this prospectus forms a part are represented by one or more
permanent global notes in definitive, fully-registered form without interest coupons. Each global note has been deposited with the trustee as custodian
for DTC and registered in the name of a nominee of DTC in New York, New York for the accounts of participants in DTC.

Investors may hold their interests in a global note directly through DTC if they are DTC participants, or indirectly through organizations that are
DTC participants.

Investors who purchase notes in offshore transactions may hold their interests in a global note directly through Morgan Guaranty Trust Company of
New York, Brussels office, as operator of the Euroclear
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System ("Euroclear") and Clearstream Banking, societe anonyme ("Clearstream"), if they are participants in such systems, or indirectly through
organizations that are participants in such systems. Euroclear and Clearstream will hold interests in a global note on behalf of their participants
through their respective depositaries, which in turn will hold such interests in the global note in customers' securities accounts in the depositaries'
names on the books of DTC.

DTC has advised us as follows: DTC is a limited-purpose trust company organized under New York Banking Law, a "banking organization" within
the meaning of the New York Banking Law, a member of the Federal Reserve System, a "clearing corporation” within the meaning of the New York
Uniform Commercial Code and a "clearing agency" registered pursuant to the provisions of Section 17A of the Securities Exchange Act. DTC was
created to hold securities of institutions that have accounts with DTC ("participants”) and to facilitate the clearance and settlement of securities
transactions among its participants in such securities through electronic book-entry changes in accounts of the participants, thereby eliminating the
need for physical movement of securities certificates. DTC's participants include securities brokers and dealers (which may include the imitial
purchasers), banks, trust companies, clearing corporations and certain other organizations. Access to DTC's book-entry system is also available to
others such as banks, brokers, dealers and trust companies that clear through or maintain a custodial relationship with a participant, whether directly
or indirectly.

Ownership of beneficial interests in each global note will be limited to participants or persons that may hold interests through participants. Ownership
of beneficial interests in each global note will be shown on, and the transfer of those ownership interests will be effected only through, records
maintained by DTC (with respect to participants' interests) and such participants (with respect to the owners of beneficial interests in the global note
other than participants).

So long as DTC or its nominee is the registered holder and owner of a global note, DTC or such nominee, as the case may be, will be considered the
sole legal owner of the notes represented by the global note for all purposes under the indenture, the notes and applicable law. Except as set forth
below, owners of beneficial interests in a global note will not be entitled to receive definitive notes and will not be considered to be the owners or
holders of any notes under the global note. We understand that under existing industry practice, in the event an owner of a beneficial interest in a
global note desires to take any actions that DTC, as the holder of the global note, is entitled to take, DTC would authorize the participants to take
such action, and that participants would authorize beneficial owners owning through such participants to take such action or would otherwise act
upon the instructions of beneficial owners owning through them. No beneficial owner of an interest in a global note will be able to transfer the
interest except in accordance with DTC's applicable procedures, in addition to those provided for under the indenture and, if applicable, those of
Euroclear and Clearstream. Because DTC can only act on behalf of participants, who in turn act on behalf of others, the ability of a person having a
beneficial interest in a global note to pledge that interest to persons that do not participate in the DTC system, or otherwise to take actions in respect
of that interest, may be impaired by the lack of a physical certificate of that interest.

All payments on the notes represented by a global note registered in the name of and held by DTC or its nominee will be made to DTC or its
nomineg, as the case may be, as the registered owner and holder of the global note.

DTC or its nominee, upon receipt of any payment in respect of a global note, will credit participants' accounts with payments in amounts
proportionate to their respective beneficial interests in the principal amount at maturity of the global note as shown on the records of DTC or its
nominee. We also expect that payments by participants to owners of beneficial interests in the global note held through such participants will be
governed by standing instructions and customary practices as is now the case with securities held for accounts of customers registered in the names
of nominees for such customers. Such payments, however, will be the responsibility of such participants and indirect participants, and neither we, the
initial purchasers, the trustee nor any paying agent will have any responsibility or liability for any aspect of the records relating to, or payments made
on account of, beneficial ownership interests in any
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global note or for maintaining, supervising or reviewing any records relating to such beneficial ownership interests or for any other aspect of the
relationship between DTC and its participants or the relationship between such participants and the owners of beneficial interests in the global note.

Unless and until it is exchanged in whole or in part for definitive notes in definitive form, each global note may not be transferred except as a whole
by DTC to a nominee of DTC or by a nominee of DTC to DTC or another nominee of DTC. Transfers between participants in DTC will be eftected
in the ordinary way in accordance with DTC rules and will be settled in same-day funds.

Transfers between participants in Euroclear and Clearstream will be effected in the ordinary way in accordance with their respective rules and
operating procedures. If a holder requires physical delivery of a definitive note for any reason, including to sell notes to persons in jurisdictions that
require such delivery of such notes or to pledge such notes, such holder must transfer its interest in the relevant global note in accordance with the
normal procedures of DTC and the procedures set forth in the indenture.

Cross-market transfers between DTC, on the one hand, and directly or indirectly through Euroclear or Clearstream participants, on the other, will be
effected in DTC in accordance with DTC rules on behalf of Euroclear or Clearstream, as the case may be, by its respective depositary; however, such
cross-market transactions will require delivery of instructions to Euroclear or Clearstream, as the case may be, by the counterparty in such system in
accordance with its rules and procedures and within its established deadlines (Brussels time). Euroclear or Clearstream, as the case may be, will, if
the transaction meets its settlement requirements, deliver instructions to its respective depositary to take action to effect final settlement on its behalf
by delivering or receiving interests in the global note in DTC, and making or receiving payment in accordance with normal procedures for same-day
funds settlement applicable to DTC. Euroclear participants and Clearstream participants may not deliver instructions directly to the depositaries for
Euroclear or Clearstream.

Because of time zone differences, the securities account of a Euroclear or Clearstream participant purchasing an interest in the global note from a
DTC participant will be credited during the securities settlement processing day (which must be a business day for Euroclear or Clearstream, as the
case may be) immediately following the DTC settlement date, and such credit of any transactions interests in the global note settled during such
processing day will be reported to the relevant Euroclear or Clearstream participant on such day. Cash received in Euroclear or Clearstream as a
result of sales of interests in a global note by or through a Euroclear or Clearstream participant to a DTC participant will be received with value on
the DTC settlement date, but will be available in the relevant Buroclear or Clearstream cash account only as of the business day following settlement
m DTC.

We expect that DTC will take any action permitted to be taken by a holder of notes (including the presentation of notes for exchange as described
below) only at the direction of one or more participants to whose account the DTC interests in a global note is credited and only in respect of such
portion of the aggregate principal amount at maturity of the notes as to which such participant or participants has or have given such direction.
However, if there is an event of default under the notes, DTC will exchange each global note for definitive notes, which it will distribute to its
participants.

Although we expect that DTC, Euroclear and Clearstream will agree to the foregoing procedures in order to facilitate transfers of interests in each
global note among participants of DTC, Euroclear and Clearstream, DTC, Euroclear and Clearstream are under no obligation to perform or continue
to perform such procedures, and such procedures may be discontinued at any time. Neither we, the initial purchasers, nor the trustee will have any
responsibility for the performance or nonperformance by DTC, Euroclear or Clearstream or their participants or indirect participants of their
respective obligations under the rules and procedures governing their operations.

If DTC is at any time unwilling to continue as a depositary for any global note and a successor depositary is not appointed by us within 90 days, we
will issue definitive notes in exchange for the global note.
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We may decide to discontinue use of the system of book-entry transfers through DTC (or a successor securities depositary). In that event, certificates
representing the notes will be printed and delivered.

The information in this section concerning DTC, Clearstream, Buroclear and DTC's book-entry system has been obtained from sources that we
believe to be reliable, but we do not take responsibility for the accuracy thereof.

REGISTRATION RIGHTS

Pursuant to the registration rights agreement we entered into with the initial purchasers of the notes, we have filed a shelf registration statement, of
which this prospectus is a part, covering resales of the notes and the shares of our common stock issuable upon conversion thereof pursuant to Rule
415 under the Securities Act.

Subject to certain rights to suspend use of the shelf registration statement, we will use commercially reasonable efforts to keep the shelf registration
statement effective until the earliest of (1) the time when the notes covered by the shelf registration statement can be sold by persons who are not our
affiliates pursuant to Rule 144(k) under the Securities Act or any successor rule or regulation thereto, (2) February 7, 2003, the second anniversary of
the original date of issnance of the notes, (3) the date on which all notes registered under the shelf registration statement are disposed of in
accordance therewith and (4) the date upon which the notes are no longer outstanding.

The following requirements and restrictions will generally apply to a holder selling such securities pursuant to the shelf registration statement:
- such holder will be required to be named as selling securityholder in the related prospectus;

- such holder will be required to deliver a copy of this prospectus, as it may be amended or supplemented, to purchasers;

- such holder will be subject to certain of the civil liability provisions under the Securities Act in connection with such sales; and

- such holder will be bound by the provisions of the registration rights agreement which are applicable to such holder (including certain
indemnification obligations).

We have agreed to pay predetermined liquidated damages as described herein ("liquidated damages") to holders of the notes and holders of
common stock issued upon conversion of the notes if the prospectus is unavailable for periods in excess of those permitted in the
registration rights agreement. Such liquidated damages shall accrue until such failure to file or become effective or unavailability is cured:

- in respect of any note, at a rate per year equal to 0.25% for the first 120 days after the occurrence of such event and 0.5% thereafter of the
applicable principal amount (as defined below) thereof, and

- in respect of any shares of common stock into which the notes have been converted, at a rate per year equal to 0.25% for the first 120 days
after the occurrence of such event and 0.5% thereafter of the then applicable conversion price (as defined).

The term "applicable principal amount” means, as of any date of determination, with respect to each $1,000 principal amount at maturity of
the notes, the sum of the issue price of such notes plus accrued original issue discount with respect to such notes through such date of
determination or, following the conversion of the notes to interest-bearing securities after a Tax Event, the Restated Principal Amount. The
term "applicable conversion price" means, as of any date of determination, the applicable principal amount per $1,000 principal amount at
maturity of notes as of such date of determination divided by the
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conversion rate in effect as of such date of determination or, if no notes are then outstanding, the conversion rate that would be in effect were notes
then outstanding.

Such liquidated damages will accrue from and including the date on which any such registration default occurs to but excluding the date on which all
registration defaults have been cured. We will have no other liabilities for monetary damages with respect to our registration obligations.

We are permitted to suspend the effectiveness of the shelf registration statement or the use of the prospectus that is part of the shelf registration
statement during specified periods in specified circumstances, including circumstances relating to pending corporate developments.

The summary herein of certain provisions of the registration rights agreement is subject to, and is qualified in its entirety by reference to, all the
provisions of the registration rights agreement, a copy of which is available upon request to Enron as described under "Where You Can Find More
Information."
DESCRIPTION OF CAPITAL STOCK

AUTHORIZED AND QUTSTANDING CAPITAL STOCK
At June 30, 2001, the authorized capital stock of Enron was 1,216,500,000 shares, consisting of:

(a) 16,500,000 shares of preferred stock, of which:

- 1,162,649 shares of Cumulative Second Preferred Convertible Stock were outstanding;

- 35.568509 shares of 9.142% Perpetual Second Preferred Stock were issued and are held by an Enron subsidiary;

- 250,000 shares of Mandatorily Convertible Junior Preferred Stock, Series B, were issued and outstanding; and

- 204,800 shares of Mandatorily Convertible Single Reset Preferred Stock, Series A, were issued and held by an Enron subsidiary.

(b) 1,200,000,000 shares of common stock, of which 748,979,078 shares were outstanding.
COMMON STOCK
Enron is authorized to issue up to 1,200,000,000 shares of Enron common stock. The holders of Enron common stock are entitled to one vote for
each share on all matters submitted to a vote of shareholders and do not have cumulative voting rights in the election of directors. The holders of
Enron common stock are entitled to receive ratably such dividends, if any, as may be declared by the board of directors of Enron out of legally
available funds subject to the rights of any preferred stock. In the event of liquidation, dissolution or winding up of Enron, the holders of Enron
common stock are entitled to share ratably in all assets of Enron remaining afier provision for payment of liabilities and satisfaction of the liquidation
preference of any shares of Enron preferred stock that may be outstanding. The holders of Enron common stock have no preemptive, subscription,
redemption or conversion rights. The rights, preferences and privileges of holders of Enron common stock are subject to those of holders of Enron
preferred stock, including any series of Enron preferred stock issued in the future.
PREFERRED STOCK
Enron is authorized to issue up to 16,500,000 shares of preferred stock. The preferred stock ranks in preference to the common stock as to payment of
dividends and as to distribution of assets of Enron upon the liquidation, dissolution or winding up of Enron. An aggregate of 1,370,000 shares of

Enron preferred stock are designated the Cumulative Second Preferred Convertible Stock ("Enron Convertible Preferred
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Stock"), an aggregate of 35.568509 shares of Enron preferred stock are designated the 9.142% Perpetual Second Preferred Stock ("Enron 9.142%
Preferred Stock™), an aggregate of 250,000 shares of Enron preferred stock are designated the Mandatory Convertible Junior Preferred Stock, Series
B ("Enron Mandatorily Convertible Junior Preferred Stock”), and an aggregate of 204,800 shares of Enron preferred stock are designated the
Mandatorily Convertible Single Reset Preferred Stock, Series A ("Enron Mandatorily Convertible Preferred Stock™).

In addition to the Enron Convertible Preferred Stock, the Enron 9.142% Preferred Stock, the Enron Mandatorily Convertible Junior Preferred Stock
and the Enron Mandatorily Convertible Preferred Stock, the Enron board of directors has authority, without shareholder approval (except to the
extent that holders of any series of Enron preferred stock are entitled by their terms to class voting rights), to issue shares of Enron preferred stock in
one or more series and to determine the number of shares, designations, dividend rights, conversion rights, voting power, redemption rights,
liquidation preferences and other terms of any such series. The issuance of Enron preferred stock, while providing desired flexibility in connection
with possible acquisitions and other corporate purposes, could adversely affect the voting power of holders of Enron common stock and the
likelihood that such holders will receive dividend payments and payments upon liguidation and could have the effect of delaying, deferring or
preventing a change in control of Enron.

ENRON CONVERTIBLE PREFERRED STOCK

We have summarized the terms of the Enron Convertible Preferred Stock below. The summary is not complete. The form of series designation for
the Enron Convertible Preferred Stock has been filed with the SEC, and you should read the form for any terms that may be important to you.

The annual rate of dividends payable on shares of the Enron Convertible Preferred Stock is the greater of $10.50 per share or the dividend amount
payable on the number of shares of Enron common stock into which one share of Enron Convertible Preferred Stock is convertible (currently 27.304
shares, subject to adjustment). Such dividends are payable quarterly on the first days of January, April, July and October. These dividend rights are
superior to the dividend rights of the Enron common stock, the Enron Mandatorily Convertible Junior Preferred Stock and the Enron Mandatorily
Convertible Preferred Stock and rank equally with the dividend rights on the Enron 9.142% Preferred Stock.

The amount payable on shares of the Enron Convertible Preferred Stock in the event of any involuntary or voluntary liquidation, dissolution or
winding up of the affairs of Enron is $100 per share, together with accrued dividends to the date of distribution or payment. The liquidation rights of
the Enron Convertible Preferred Stock are superior to the Enron common stock, the Enron Mandatorily Convertible Junior Preferred Stock and the
Enron Mandatorily Convertible Preferred Stock and rank equally with the liquidation rights of the Enron 9.142% Preferred Stock. The Enron
Convertible Preferred Stock is redeemable at the option of Enron at any time, in whole or in part, at a redemption price of $100 per share, together
with accrued dividends to the date of payment. Each share of Enron Convertible Preferred Stock is convertible into 27.304 shares of Enron common
stock at any time at the option of the holder (which conversion rate is and will be subject to certain adjustments).

Holders of Enron Convertible Preferred Stock are entitled to vote together with the Enron common stock on all matters submitted to a vote of Enron
shareholders, with each share of Enron Convertible Preferred Stock having a number of votes equal to the number of shares of Enron common stock
into which one share of Enron Convertible Preferred Stock is convertible. In addition, holders of Enron
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Convertible Preferred Stock are entitled to certain class voting rights, including (unless provision is made for redemption of such shares):

(a) the requirement for approval by the holders of at least two-thirds of the Enron Convertible Preferred Stock (voting together with ali

other shares of parity stock similarly affected) to effect:

- an amendment to the Enron charter or bylaws that would affect adversely the voting powers, rights or preferences of the holders of the
Enron Convertible Preferred Stock or that would reduce the time for any notice to which the holders of the Enron Convertible Preferred

Stock may be entitled,

- the anthorization, creation or issuance of, or the increase in the authorized amount of, any stock of any class or series or any security

convertible into stock of any class or series ranking prior to the Enron Convertible Preferred Stock,

- the voluntary dissolution, liquidation or winding up of the affairs of Enron, or the sale, lease or conveyance by Enron of all or

substantially all of its property or assets, or

- the purchase or redemption (for sinking fund purposes or otherwise) of less than all of the Enron Convertible Preferred Stock and
other parity stock at the time outstanding unless the full dividends on all shares of Enron Convertible Preferred Stock then outstanding

shall have been paid or declared and a sum sufficient for payment thereof set apart, and

(b) the requirement for approval by the holders of at least a majority of the Enron Convertible Preferred Stock (voting together with all

other shares of parity stock similarly affected), to effect:

- the authorization, creation or issuance of, or the increase in the authorized amount of, any stock of any class or series, or any security
convertible into stock of any class or series, ranking on a parity with the Enron Convertible Preferred Stock, provided that no such
consent shall be required for the authorization, creation or issuance by Enron of a number of shares of one or more series of preferred
stock ranking on parity with the Enron Convertible Preferred Stock that, together with number of shares of Enron Convertible Preferred
Stock and other preferred stock ranking on parity with the Enron Convertible Preferred Stock then outstanding, would equal 5,000,000,

or

- the merger or consolidation of Enron with or into any other corporation, unless the corporation resulting from such merger or
consolidation will have after such merger or consolidation no class of stock and no other securities either authorized or outstanding
ranking prior to or on a parity with the Enron Convertible Preferred Stock, except the same number of shares of stock and the same
amount of other securities with the same rights and preferences as the stock and securities of Enron respectively authorized and
outstanding immediately preceding such merger or consolidation, and each holder of Enron Convertible Preferred Stock immediately
preceding such merger or consolidation shall receive the same number of shares, with the same rights and preferences, of the resulting

corporation.

In addition, if dividend payments on the Enron Convertible Preferred Stock are in default in an amount equivalent to six quarterly dividends on such
shares, then the holders of the Enron Convertible Preferred Stock (together with holders of any parity stock similarly affected) shall be able to elect
two directors to Enron's board of directors until such dividends have been paid or funds sufficient therefor deposited in trust. If we fail to pay
dividends when due on this preferred stock, the terms of this preferred stock will prohibit us from paying dividends on junior stock, including Enron
common stock, and prohibit us and our subsidiaries from acquiring junior stock, including Enron common stock, subject to certain exceptions.
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9.142% PREFERRED STOCK

We have summarized the terms of the Enron 9.142% Preferred Stock below. The summary is not complete. The form of series designation for the
Enron 9.142% Preferred Stock has been filed with the SEC, and you should read the form for any terms that may be important to you.

The annual rate of dividends payable on shares of the Enron 9.142% Preferred Stock is $91,420 per share. Such dividends are payable quarterly on
the first days of January, April, July and October. These dividend rights are superior to the dividend rights of the Enron common stock, the Enron
Mandatorily Convertible Junior Preferred Stock and the Enron Mandatorily Convertible Preferred Stock and rank equally with the dividend rights on
the Enron Convertible Preferred Stock.

The amount payable on shares of the Enron 9.142% Preferred Stock in the event of any voluntary or involuntary liquidation, dissolution or winding
up of the affairs of Eoron is $1,000,000 per share, together with accrued dividends. The liquidation rights of the Enron 9.142% Preferred Stock are
superior to those of the Enron common stock, the Enron Mandatorily Convertible Junior Preferred Stock and the Enron Mandatorily Convertible
Preferred Stock and rank equally with the liquidation rights of the Enron Convertible Preferred Stock.

The Enron 9.142% Preferred Stock is not redeemable at the option of Enron. Pursnant to an agreement between Enron and its subsidiary, however,
such subsidiary will have the rights, exercisable at any time, in whole or in part, for a 180-day period commencing January 31, 2004, to cause Enron
to redeem 18 shares for $1,000,000 per share, together with accrued dividends.

The holders of Enron 9.142% Preferred Stock generally have no voting rights but are entitled to certain class voting rights, including (unless
provision is made for redemption of such shares):

(a) the requirement for approval by the holders of at least two-thirds of the Enron 9.142% Preferred Stock (voting together with the
holders of all other shares of parity stock similarly affected), to effect:

- an amendment to the Enron Charter or Bylaws that would affect adversely the voting powers, rights or preferences of the holders of
the Enron 9.142% Preferred Stock or would reduce the time for any notice to which the holders of the Enron 9.142% Preferred Stock
may be entitled,

- the authorization, creation or issuance of,, or the increase in the authorized amount of, any stock of any class or series or any security
convettible into stock of any class or series ranking prior to the Enron 9.142% Preferred Stock,

- the voluntary dissolution, liquidation or winding up of the affairs of Enron, or the sale, lease or conveyance by Enron of all or
substantially all of its property or assets, or

- the purchase or redemption (for sinking fund purposes or otherwise) of less than all of the Enron 9.142% Preferred Stock and other
parity stock at the time outstanding unless the full dividends on all shares of Enron 9.142% Preferred Stock then outstanding shall have
been paid or declared and a sum sufficient for payment thereof set apart, and

(b) the requirement for approval by the holders of at least a majority of the Enron 9.142% Preferred Stock (voting together with all
other shares of parity stock similarly affected), to effect:

- the authorization, creation or issuance of, or the increase in the authorized amount of, any stock of any class or series or any security
convertible into stock of any class or series, ranking on a parity with the Enron 9.142% Preferred Stock, provided that no such consent
shall be required for the authorization, creation or issuance by Enron of a number of shares of one or more series of preferred stock
ranking on parity with the Enron 9.142% Preferred Stock that, together with number of shares of Enron 9.142% Preferred Stock and
other preferred stock ranking on parity with the Enron 9.142% Preferred Stock then outstanding, would equal 5,000,000, or
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- the merger or consolidation of Enron with or into any other corporation, unless the corporation resulting from such merger or
consolidation will have after such merger or consolidation no class of stock and no other securities either authorized or outstanding
ranking prior to or on a parity with the Enron 9.142% Preferred Stock, except the same number of shares of stock and the same amount of
other securities with the same rights and preferences as the stock and securities of Enron respectively authorized and outstanding
immediately preceding such merger or consolidation, and each holder of Enron 9.142% Preferred Stock immediately preceding such
merger or consolidation shall receive the same number of shares, with the same rights and preferences, of the resulting corporation.

In addition, if dividend payments on the Enron 9.142% Preferred Stock are in default in an amount equivalent to six quarterly dividends on such
shares, then the holders of the Enron 9.142% Preferred Stock (together with holders of any other parity stock similarly affected) shall be able to elect
two directors to Enron's board of directors until such dividends have been paid or funds sufficient therefor deposited in trust. If we fail to pay
dividends when due on this preferred stock, the terms of this preferred stock will prohibit us from paying dividends on junior stock, including Enron
common stock, and prohibit us and our subsidiaries from acquiring junior stock, including Enron common stock, subject to certain exceptions.

ENRON MANDATORILY CONVERTIBLE JUNIOR PREFERRED STOCK

We have summarized the terms of the Enron Mandatorily Convertible Junior Preferred Stock below. The summary is not complete. The form of the
statement of resolutions establishing the Enron Mandatorily Convertible Junior Preferred Stock has been filed with the SEC, and you should read the
form for any terms that may be important to you.

The annual rate of dividends payable on shares of the Enron Mandatorily Convertible Junior Preferred Stock is 6.5%. The amount payable on shates
of the Enron Mandatorily Convertible Junior Preferred Stock in the event of any liquidation, dissolution or winding up of the affairs of Enron is
$4,000 per share, together with accrued dividends. The dividend and liquidation rights of the Enron Mandatorily Convertible Junior Preferred Stock
are superior to the dividend and liguidation rights of the Enron common stock, rank equally with the dividend and liquidation rights of the
Mandatorily Convertible Preferred Stock, but rank junior to the dividend and liquidation rights of the Enron Convertible Preferred Stock and Enron
9.142% Preferred Stock. The Enron Mandatorily Convertible Junior Preferred Stock is not redeemable at the option of Enron. Each share of Enron
Mandatorily Convertible Junior Preferred Stock is convertible initially into 200 shares of Enron common stock (which conversion rate is subject to
certain adjustments).

The holders of Enron Mandatorily Convertible Junior Preferred Stock generally have no voting rights but are entitled to certain class voting rights,
including the requirement for approval by the holders of at least a majority of the Enron Mandatorily Convertible Junior Preferred Stock (voting
together with all other shares of parity stock similarly affected) to effect:

- an amendment to the Enron charter that would adversely affect the voting powers, rights or preferences of the holders of the Enron
Mandatorily Convertible Junior Preferred Stock,

- the sale, lease or conveyance by Enron of all or substantially all of its assets,

- the authorization, creation, issuance or increase in the authorized amount of securities ranking on a parity with the Enron Mandatorily
Convertible Junior Preferred Stock, or

- the merger or consolidation of Enron with or into any other corporation, unless each holder of Enron Mandatorily Convertible Junior
Preferred Stock immediately preceding such merger or consolidation shall receive the same number of shares, with substantially the same
rights and preferences, of the surviving corporation.

In addition, if full cumulative dividends are not paid for six consecutive quarterly periods, the holders of the Enron Mandatorily Convertible Junior
Preferred Stock (together with the holders of any parity stock
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similarly affected) will have the right to elect two directors to Enron's board of directors until all dividends in arrears have been paid or funds
sufficient therefor deposited in trust. If we fail to pay dividends when due on this preferred stock, the terms of this preferred stock will prohibit us
from paying dividends on junior stock, including Enron common stock, and prohibit us and our subsidiaries from acquiring junior stock, including
Enron common stock, subject to certain exceptions.

ENRON MANDATORILY CONVERTIBLE PREFERRED STOCK

We have summarized the terms of the Enron Mandatorily Convertible Preferred Stock below. The summary is not complete. The form of the
statement of resolutions establishing the Enron Mandatorily Convertible Preferred Stock has been filed with the SEC, and you should read the form
for any terms that may be important to you.

The shares of the Enron Mandatorily Convertible Preferred Stock were deposited under a deposit agreement, and the related depositary shares were
then deposited into a trust of which we are the beneficial owner. The depositary shares are to be sold by the trust only if a default occurs under certain
of our debt obligations or under certain debt obligations that were incurred in connection with our investment in Wessex Water Plc and Elektro-
Eletricidade e Servicos S.A. (the "Obligations™) or our credit ratings fall below investment grade and our common stock price falls below $18.92,
subject to certain adjustments. The date that the depositary shares are sold by the trust, or under certain circumstances the date the depositary shares
were to have been sold but were unable to be sold, is the Rate Reset Date, and the market price of Enron common stock on the day such sale is priced
is the Reset Price, subject to certain adjustments. If the Obligations, which generally mature on or before December 2001, are timely repaid in full,
we expect the Enron Mandatorily Convertible Preferred Stock will be retired and canceled.

No dividends are payable on the Enron Mandatorily Convertible Preferred Stock prior to the applicable Rate Reset Date. After a Rate Reset Date, the
annual rate of dividends payable is $350 per share plus an amount which is intended to approximate the dividend yield on the Enron common stock
as of the Rate Reset Date. Such dividends are payable quarterly and are cumulative. The amount payable on shares of Enron Mandatorily Convertible
Preferred Stock in the event of any liquidation, dissolution or winding up of the affairs of Enron is $5,000 per share, together with accrued dividends
to the date of payment. These dividend and liquidation rights are superior to the dividend and liquidation rights of the Enron common stock, rank
equally with the dividend and liquidation rights of the Enron Mandatorily Convertible Junior Preferred Stock, but rank junior to the dividend and
liquidation rights of the Enron Convertible Preferred Stock and Enron 9.142% Preferred Stock.

The Enron Mandatorily Convertible Preferred Stock is not redeemable after the Rate Reset Date. The Enron Mandatorily Convertible Preferred Stock
will be converted into Enron common stock on the third anniversary of the Rate Reset Date. The number of shares issuable per share of Enron
Mandatorily Convertible Preferred Stock on conversion will equal the liquidation preference ($5,000) divided by the conversion price. The
conversion price will be between 100% to 110% of the applicable Reset Price (subject to certain adjustments) depending on the market price of
Enron common stock at the time of conversion. After the Rate Reset Date and prior to the third anniversary of the Rate Reset Date, the holders of the
Enron Mandatorily Convertible Preferred Stock will be entitled to convert such shares into Enron common stock based on a conversion price of
110% of the Reset Price (subject to certain adjustments).

The holders of the Enron Mandatorily Convertible Preferred Stock generally have no voting rights, but are entitled to certain class voting rights,
including the requirement for approval by the holders of at least a majority of the Mandatorily Convertible Preferred Stock to effect:

- an amendment to the Enron Charter that would adversely affect the powers, rights or preferences of the holders of the Enron Mandatorily
Convertible Preferred Stock,
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- the authorization or issuance of capital stock ranking senior to the Enron Mandatorily Convertible Preferred Stock, or

- the merger or statutory exchange in which holders of the Enron Mandatorily Convertible Preferred Stock do not receive a similar preferred
stock in the surviving entity, subject to certain exceptions.

If the Obligations are not paid when due, the holders of the Enron Mandatorily Convertible Preferred Stock will have the right to elect two
directors to Enron's board of directors until such debt is paid or certain other events occur. In addition, if full cumulative dividends are not paid
for six consecutive quarterly periods, the holders of the Enron Mandatorily Convertible Preferred Stock (together with the holders of any
parity stock similarly affected) will have the right to elect two directors to Enron's board of directors until all dividends in arrears have been
paid. If we fail to pay dividends when due on Enron Mandatorily Convertible Preferred Stock, the terms of the Enron Mandatorily Convertible
Preferred Stock will prohibit us from paying dividends on junior stock, including Enron common stock, and prohibit us and our subsidiaries
from acquiring junior stock, including Enron common stock, subject to certain exceptions.

CERTAIN PROVISIONS OF THE ENRON CHARTER AND BYLAWS

Fair Price Provision. The Enron Charter contains a "fair price" provision which generally requires that certain mergers, business combinations and
similar transactions with a "Related Person" (generally the beneficial owner of at least 10 percent of Enron's voting stock) be approved by the holders
of at least 80 percent of Enron's voting stock, unless (a) the transaction is approved by at least 80 percent of the "Continuing Directors" of Enron,
who constitute a majority of the entire board, (b) the transaction occurs more than five years after the last acquisition of Enron voting stock by the
Related Person or (c) certain "fair price" and procedural requirements are satisfied.

"Business Transaction" means (a) any merger or consolidation involving Enron or a subsidiary of Enron, (b) any sale, lease, exchange, transfer or
other disposition (in one transaction or a series of transactions), including without limitation a mortgage or any other security device, of all or any
substantial part of the assets either of Enron or of a subsidiary of Enron, () any sale, lease, exchange, transfer or other disposition of all or any
substantial part of the assets of an entity to Enron or a subsidiary of Enron, (d) the issuance, sale, exchange, transfer or other disposition by Enron or
a subsidiary of Enron of any securities of Enron or any subsidiary of Enron, (¢) any recapitalization or reclassification of Enron's securities (including
without limitation, any reverse stock split) or other transaction that would have the effect of increasing the voting power of a Related Person, (f) any
liguidation, spinoff, splitoff, splitup or dissolution of Enron, and (g) any agreement, contract or other arrangement providing for any of the
transactions described in this definition of Business Transaction.

"Continuing Director" means a director who either was a member of the board of directors of Enron prior to the time such Related Person became a
Related Person or who subsequently became a director of Enron and whose election, or nomination for election by Enron's shareholders, was
approved by a vote of at least 80 percent of the Continuing Directors then on the board, either by a specific vote or by approval of the proxy
statement issued by Enron on behalf of the board of directors in which such person is named as nominee for director, without an objection to such
nomination; provided, however, that in no event shall a director be considered a "Continuing Director” if such director is a Related Person and the
Business Transaction to be voted upon is with such Related Person or is one in which such Related Person otherwise has an interest (except
proportionately as a shareholder of Enron).

Advance Notice Requirements for Shareholder Proposals and Nominations. The Enron Bylaws provide that for business to be properly brought
before an annual meeting of sharcholders, it must be either (a) specified in the notice of meeting (or any supplement thereto) given by or at the
direction of the board of directors, (b) otherwise brought before the meeting by or at the direction of the board of directors or (c) otherwise properly
brought before the meeting by a shareholder of Enron who is a shareholder of record at the time of giving of notice hereinafter provided for, who
shall be entitled to vote at such meeting and who complies with the following notice procedures. In addition to any other
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applicable requirements, for business to be brought before an annual meeting by a shareholder of Enron, the shareholder must have given to the
Secretary of Enron timely notice in writing of the business to be brought before an annual meeting of shareholders. To be timely, a shareholder's
notice must be delivered to or mailed and received at Enron's principal executive offices not less than 120 days prior to the anniversary date of the
proxy statement for the previous year's annual meeting of the shareholders of Enron. A shareholder's notice to the Secretary must set forth as to each
matter the shareholder proposes to bring before the annual meeting (i) a brief description of the business desired to be brought before the annual
meeting and the reasons for conducting such business at the annual meeting, (ii) the name and address, as they appear on Enron's books, of the
shareholder proposing such business, (iii) the acquisition date, the class and the number of shares of voting stock of Enron which are owned
beneficially by the shareholder, (iv) any material interest of the shareholder in such business and (v) a representation that the shareholder intends to
appear in person or by proxy at the meeting to bring the proposed business before the meeting. No business shall be conducted at an annual meeting
except in accordance with the procedures outlined above.

The Enron Bylaws provide that only persons who are nominated for election as a director of Enron in accordance with the following procedures shall
be eligible for election as directors. Nominations of persons for election to Enron's board of directors may be made at a meeting of shareholders (a)
by or at the direction of the board of directors or (b) by any shareholder of Enron who is a shareholder of record at the time of giving of notice
hereinafter provided for, who shall be entitled to vote for the election of directors at the meeting and who complies with the following notice
procedures. Such nominations, other than those made by or at the direction of the board of directors, shall be made pursuant to timely notice in
writing to the Secretary of Enron. To be timely, a shareholder's notice must be delivered to or mailed and received at Enron's principal executive
offices, (i) with respect to an election to be held at an annual meeting of shareholders of Enron, not less than 120 days prior to the anniversary date of
the proxy statement for the previous year's annual meeting of the shareholders of Enron, and (ii) with respect to an election to be held at a special
meeting of shareholders of Enron for the election of directors, not later than the close of business on the 10th day following the date on which notice
of the date of the meeting was mailed or public disclosure of the date of the meeting was made, whichever first occurs. Such shareholder's notice to
the Secretary shall set forth (a) as to each person whom the shareholder proposes to nominate for election or re-election as a director, all information
relating to the person that is required to be disclosed in solicitations for proxies for election of directors, or is otherwise required, pursuant to
Regulation 14A under the Securities Exchange Act (including the written consent of such person to be named in the proxy statement as a nominee
and to serve as a director if elected); and (b) as to the shareholder giving the notice, (i) the name and address, as they appear on Enron's books, of
such shareholder, and (ii) the class and number of shares of capital stock of Enron which are beneficially owned by the shareholder.

CERTAIN ANTI-TAKEOVER PROVISIONS OF OREGON LAW

Business Combinations with Interested Sharcholders. Enron is subject to the provisions of Sections 60.825-60.845 of the Oregon Business
Corporation Act ("OBCA"), which generally provide that any person who acquires 15% or more of a corporation's voting stock (thereby becoming an
"interested shareholder") may not engage in certain "business combinations" with the corporation for a period of three years following the date the
person became an interested stockholder, unless (i) the board of directors has approved, prior to the date the person became an interested shareholder,
either the business combination or the transaction that resulted in the person becoming an interested shareholder, (ii) upon consummation of the
{ransaction that resulted in the person becoming an interested shareholder, that person owns at least 85% of the corporation's voting stock outstanding
at the time the transaction is commenced (excluding shares owned by persons who are both directors and officers and shares owned by employee
stock plans in which participants do not have the right to determine whether shares will be tendered in a tender or exchange offer), or (iii) on or
subsequent to the date the person became an interested shareholder, the business combination is approved by the board of directors and authorized by
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the affirmative vote of at least 66 2/3% of the outstanding voting stock not owned by the interested shareholder.

Confrol Share Statute. As is permitted by the OBCA, the Enron Charter provides that Enron is not subject to the Oregon Control Share Act. The
Oregon Control Share Act restricts the ability of a shareholder of certain Oregon-based corporations to vote shares of stock acquired in a transaction
that causes the acquiring person to control at least one-fifth, one-third or one-half of the votes entitled to be cast in the election of directors, except as
authorized by a vote of the corporation's disinterested shareholders.

UNITED STATES FEDERAL INCOME TAX CONSIDERATIONS

The following is a summary of the material U.S. federal income tax considerations to holders of notes and the shares of our common stock issuable
upon conversion thereof. The legal matters described in this discussion represent the views of Vinson & Elkins L.L.P., who have acted as our counsel
in connection with the original issuance of the notes. This discussion is not a complete analysis of all the potential tax considerations relating thereto.
In particular, it does not address all tax considerations that may be important to you in light of your particular circumstances or under certain special
rules. Special rules may apply, for instance, to banks, tax-exempt organizations, dealers in securities, persons who hold notes or common stock as
part of a hedge, conversion or constructive sale transaction, or straddle or other risk reduction transaction, or to persons who have ceased to be United
States citizens or to be taxed as resident aliens. This discussion is limited to holders of notes who hold the notes and any common stock into which
the notes are converted as capital assets. This discussion does not address the tax consequences arising under the laws of any foreign, state or local
jurisdiction.
This discussion is based upon the Internal Revenue Code of 1986, as amended (the "Code"), existing and proposed Treasury Regulations, and judicial
decisions and administrative interpretations thereunder, as of the date hereof, all of which are subject to change or different interpretations, possibly
with retroactive effect. We cannot assure you that the Internal Revenue Service (the "IRS") will not challenge one or more of the tax results described
herein, and Enron has not obtained, nor does it intend to obtain, a ruling from the IRS with respect to the U.S. federal tax consequences of acquiring,
holding or disposing of the notes or common stock.
PLEASE CONSULT YOUR OWN TAX ADVISORS AS TO THE PARTICULAR TAX CONSEQUENCES TO YOU OF ACQUIRING,
HOLDING, CONVERTING OR OTHERWISE DISPOSING OF THE NOTES AND COMMON STOCK, INCLUDING THE EFFECT
AND APPLICABILITY OF STATE, LOCAL OR FOREIGN TAX LAWS,
U.S. HOLDERS
You are a U.S. holder for purposes of this discussion if you are a holder of a note or common stock that is, for U.S. federal income tax law purposes:

- a citizen or resident of the United States;

- a corporation or partnership which is created or organized in or under the laws of the United States or of any political subdivision thereof;

- an estate the income of which is subject to United States federal income taxation regardless of its source; or

- a trust if a court within the United States is able to exercise primary supervision over the administration of the trust and one or more United
States persons have the authority to control all substantial decisions of the trust.

Original Issue Discount on the Notes. The notes were issued at a substantial discount from their principal amount at maturity. For U.S. federal
income tax purposes, the excess of the principal amount of
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each note over its issue price constitutes original issue discount ("OID"). The "issue price" of the notes is the first price at which a substantial portion
of the notes were sold to the public (not including sales to underwriters or placement agents). You will be required to include OID in income as it
accrues, in accordance with a constant yield method, before receipt of the cash or stock attributable to such income, regardless of your regular
method of accounting for U.S. federal income tax purposes. Under these rules, you will have to include in gross income increasingly greater amounts
of OID in each successive accrual period. Your original tax basis for determining gain or loss on the sale or other disposition of a note will be
increased by any accrued OID included in your gross income. For the approximate cumulative total amount of the OID accrued annually, see the
chart under "Description of the Notes -- Optional Redemption."

We do not intend to treat the possibility of (i) an optional redemption or repurchase of the notes or (i) payment of liquidated damages as a result of
our failure to cause the notes to be registered under the Securities Act, as (x) affecting the determination of the yield to maturity of the notes or (y)
giving rise to any additional accrual of OID or recognition of ordinary income upon redemption, sale or exchange of the notes. In the event that the
interest rate on the notes is increased, such increased interest may be treated as increasing the amount of OID includible by you.

We will be required to furnish annually to the IRS and to certain noncorporate holders information regarding the amount of the OID attributable to
that year. For this purpose, we will use a six-month accrual period which ends on the day in each calender year corresponding to the maturity date of
the notes or the date six months before such maturity date.

Market Discount. If you purchase a note for an amount that is less than its issue price plus accrued OID as of your purchase date, subject to a de
minimis exception you will be treated as having purchased the note at a "market discount." In such case, you will be required to treat any payment on,
or any gain realized on the sale, exchange or other disposition of, the note as ordinary income to the extent of the lesser of (i) the amount of such
payment or realized gain or (ii) the market discount accrued on the note while held by you and not previously included in income; you also may be
required to defer the deduction of all or a portion of any interest paid or accrued on indebtedness incurred or maintained to purchase or carry the note.
Alternatively, you may elect (with respect to the note and all your other market discount obligations) to include market discount in income currently
as it accrues. Market discount is considered to accrue ratably during the period from the date of acquisition to the maturity date of the note, unless
you elect to accrue market discount on the basis of a constant interest rate. Amounts includible in income as market discount are generaily treated as
ordinary interest income.

Premium. If you purchase a note for an amount that is greater than the sum of all amounts payable on the note after your purchase date, you will be
treated as having purchased the note with "amortizable bond premium" equal in amount to such excess. You may elect (with respect to the note and
all your other obligations with amortizable bond premium) to amortize such premium using a constant yield method over the remaining term of the
note and may offset interest income otherwise required to be included in respect of the note during any taxable year by the amortized amount of such
excess for the taxable year.

Constant Yield Method. In lieu of accounting for OID and any market discount and amortizable bond premium separately, you may elect to include
in income all interest that accrues on the note (including OID and market discount and adjusted for amortizable bond premium) using a constant yield
method under which the note would be treated as if issued on your purchase date for an amount equal to your adjusted basis in the note immediately
after your purchase of the note. Such an election will simplify the computation and reporting of income from a note and will effectively permit you to
report income using the accrual method and a constant yield.

Sale, Retirement or Redemption of the Notes Solely for Cash. Upon the sale, retirement or redemption of a note solely for cash, including cash
received in lieu of conversion, you will recognize gain or loss equal to the difference between the sale or redemption proceeds and your adjusted tax
basis in the note. Your adjusted tax basis in a note will generally equal your cost of the note increased by any OID
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previously included in income with respect to the note. Gain or loss realized on the sale, exchange or retirement of a note will generally be capital
gain or loss and will be long-term capital gain or loss if the note has been held for more than one year. You should consult your tax advisors
regarding the treatment of capital gains (which may be taxed at lower rates than ordinary income for certain noncorporate taxpayers) and losses (the
deductibility of which is subject to limitations).

Exchange or Conversion of Notes for Common Stock. Generally, a holder will not recognize gain or loss upon (i) the receipt of common stock in
exchange for a note pursuant to a tender to us of the note on a purchase date or upon a Fundamental Change or (ii) the conversion of a note into
common stock of the Company (except in connection with cash received in lieu of a fractional share of common stock). Your obligation to include in
gross income the daily portions of OID with respect to a note will terminate prospectively on the date of conversion or exchange. Your basis in the
common stock received will be the same as your basis in the note at the time of the exchange or conversion (exclusive of any tax basis allocable to a
fractional share), and your holding period for the common stock will include the holding period of the note except that the holding period of the
common stock attributable to accrued OID may commence on the day following the date of exchange or conversion.

The receipt of cash in lieu of a fractional share of common stock, if any, should generally result in capital gain or loss (measured by the difference
between the cash recetved for the fractional share interest and your tax basis in the fractional share interest).

Exchange of the Notes for Cash and Common Stock. If you elect to exercise your option to tender a note to us on a purchase date or upon a
Fundamental Change and the purchase price is paid in a combination of shares of common stock and cash, or upon your receipt of a combination of
stock and cash upon conversion, in each case apart from any cash received in lieu of a fractional share you will recognize gain (but not loss) but only
to the extent such gain does not exceed such cash. Your basis in the common stock received in the exchange will be the same as your tax basis in the
notes tendered to us (exclusive of any tax basis allocable to a fractional share), decreased by the amount of cash (other than cash received in lieu of a
fractional share), if any, received in the exchange and increased by the amount of any gain so recognized on the exchange. The holding period of the
common stock will be determined as described above under "-- Exchange or Conversion of Notes for Common Stock."

The receipt of cash in lieu of a fractional share of common stock, if any, should generally result in capital gain or loss (measured by the difference
between the cash received for the fractional share interest and your tax basis in the fractional share interest).

Adjustment of Conversion Rate. If at any time Enron makes a distribution of property to shareholders that would be taxable to such shareholders as a
dividend for U.S. federal income tax purposes (for example, distributions of evidences of indebtedness or assets of Enron, but generally not stock
dividends or rights to subscribe for common stock) and, pursuant to the anti-dilution provisions of the indenture, the conversion rate of the notes is
increased, such increase may be deemed to be the payment of a taxable dividend to you. If the conversion rate is increased at the discretion of Enron
or in certain other circumstances, such increase also may be deemed to be the payment af a taxable dividend to you.

Ownership and Disposition of Common Stock. Dividends, if any, paid on the common stock generally will be includible in your income as ordinary
income to the extent of your ratable share of Enron's current and accumulated earnings and profits. Upon the sale, exchange or other disposition of
common stock received upon conversion of a note or in satisfaction of the purchase price of a note tendered to us on a purchase date or upon a
Fundamental Change, you generally will recognize capital gain or capital loss equal to the difference between the amount realized on such sale or
exchange and your adjusted tax basis in such stock. You should consult your tax advisors regarding the treatment of capital gains (which may be
taxed at lower rates than ordinary income for certain noncorporate taxpayers) and losses (the deductibility of which is subject to limitations).
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NON-U.S. HOLDERS

You are a non-U.S. holder for purposes of this discussion if you are a holder of a note or common stock that is, for U.S. federal income tax law
purposes:

- a nonresident alien individual;
- a foreign corporation or foreign partnership; or
- a foreign estate or trust.

Withholding Tax on Payments of Principal and Original Issue Discount on Notes. The payment of principal (including any OID included
therein) on a note by Enron or any paying agent of Enron to you will not be subject to U.S. federal withholding tax, provided that in the case
of a payment in respect of OID:

- you do not actually or constructively own 10% or more of the total combined voting power of all classes of stock of Enron;
- you are not a controlled foreign corporation that is related to Enron within the meaning of the Code; and

- either (A) the beneficial owner of the note certifies to the applicable payor or its agent, under penalties of perjury, that it is not a United
States person and provides its name and address on an IRS Form W-8BEN (or a suitable substitute form), or (B) a securities clearing
organization, bank or other financial institution, that holds customers' securities in the ordinary course of its trade or business (a "financial
institution") and holds the note, certifies under penalties of perjury that such an IRS Form W-8BEN (or suitable substitute form) has been
received from the beneficial owner by it or by a financial institution between it and the beneficial owner and furnishes the payor with a
copy thereof.

Except to the extent otherwise provided under an applicable tax treaty, you generally will be taxed in the same manner as a U.S. holder with
respect to OID on a note if such OID is effectively connected with your conduct of a trade or business in the United States. Effectively
connected OID received by a corporate non-U.S. holder may also, under certain circumstances, be subject to an additional "branch profits
tax" at a 30% rate (or, if applicable, a lower treaty rate), subject to certain adjustments. Such effectively connected OID will not be subject
to withholding tax if the holder delivers an IRS Form W-8ECI to the payor.

Dividends. Dividends, if any, paid on the common stock to you (and any deemed dividends resulting from an adjustment to the Conversion Rate (see
.. U.S. Holders -- Adjustment of Conversion Rate" above)) generally will be subject to a 30% U.S. federal withholding tax, subject to reduction if
you are eligible for the benefits of an applicable income tax treaty. You will be required to file an IRS Form W-8BEN to claim treaty benefits.

Except to the extent otherwise provided under an applicable tax treaty, you generally will be taxed in the same manner as a U.S. holder on dividends
paid (or deemed paid) that are effectively connected with your conduct of a trade or business in the United States. If you are a foreign corporation,
you may also be subject to the "branch profits tax" on such effectively connected income at a 30% rate or such lower rate as may be specified by an
applicable income tax treaty, subject to certain adjustments. Such effectively connected dividends will not be subject to withholding tax if the holder
delivers an IRS Form W-8ECI to the payor.
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Gain on Disposition of the Notes and Common Stock. You generally will not be subject to United States federal income tax on gain realized on the
sale, exchange or redemption of a note, or the sale or exchange of common stock unless:

- you are an individual present in the United States for 183 days or more in the year of such sale, exchange or redemption and either (A) you
have a "tax home™ in the United States and certain other requirements are met, or (B) the gain from the disposition is attributable to your office
or other fixed place of business in the United States;

- the gain is effectively connected with your conduct of a trade or business in the United States; or

- in the case of the disposition of the notes or the common stock, Enron is a United States real property holding corporation at any time during
the shorter of the five-year period ending on the date of the disposition or the period during which you held our notes or common stock. Enron
does not believe it is or is likely to become a United States real property holding corporation.

U.S. Federal Estate Tax. A note held by an individual who at the time of death is not a citizen or resident of the United States (as specially
defined for U.S. federal estate tax purposes) will not be subject to United States federal estate tax if the individual did not actually or
constructively own 10% or more of the total combined voting power of all classes of stock of Enron and, at the time of the individual's death,
payments with respect to such note would not have been effectively connected with the conduct by such individual of a trade or business in the
United States. Common stock held by an individual who at the time of death is not a citizen or resident of the United States will be included in
such individual's estate for U.S. federal estate tax purposes, unless an applicable estate tax treaty otherwise applies.

BACKUP WITHHOLDING AND INFORMATION REPORTING

U.S. Holders. Information reporting will apply to payments of interest (including the amount of OID accrued) or dividends, if any, made by Enron
on, or the proceeds of the sale or other disposition of, the notes or shares of common stock with respect to certain noncorporate U.S. holders, and
backup withholding at a rate of 31% may apply unless the recipient of such payment supplies a taxpayer identification number, certified under
penalties of perjury, as well as certain other information or otherwise establishes an exemption from backup withholding. Any amount withheld
under the backup withholding rules is allowable as a credit against the U.S. holder's federal income tax, provided the required information is provided
to the IRS.

Non-U.S. Holders. Backup withholding and information reporting will not apply to payments of principal, including cash payments in respect of
OID, on the notes by Enron or any agent thereof to a non-U.S. holder if the non-U.S. holder certifies as to its non-U.S. holder status under penalties
of perjury or otherwise establishes an exemption (provided that neither Enron nor its agent has actual knowledge that the holder is a United States
person or that the conditions of any other exemptions are not in fact satisfied).

Enron must report annually to the IRS and to each non-U.S. holder the amount of any dividends paid to, and the tax withheld with respect to, such
holder, regardless of whether any tax was actually withheld. Copies of these information returns may also be made available under the provisions of a
specific treaty or agreement to the tax authorities of the country in which the non-U.S. holder resides.

The payment of the proceeds of the disposition of notes or shares of common stock to or through the United States office of a United States or
foreign broker will be subject to information reporting and backup withholding unless the owner provides the certification described above or
otherwise establishes an exemption. The proceeds of a disposition effected outside the United States by a non-U.S. holder of notes or shares of
common stock to or through a foreign office of a broker generally will not be subject to backup withholding or information reporting. However, if
such broker is a United States person, a controlled foreign corporation for United States tax purposes, a foreign person 50% or more of whose gross
income from all sources for certain periods is effectively connected with a trade or business in the United
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States, or a foreign partnership that is engaged in the conduct of a trade or business in the United States or that has one or more partners that are
United States persons who in the aggregate hold more than 50 percent of the income or capital interests in the partnership, information reporting
requirements will apply unless such broker has documentary evidence in its files of the holder's non-U.S. status and has no actual knowledge to the
contrary or unless the holder otherwise establishes an exemption. Any amount withheld under the backup withholding rules will be refunded or is
allowable as a credit against the non-U.S. holder's federal income tax liability, if any, provided the required information or appropriate claim for
refund is provided to the IRS.

SELLING SECURITYHOLDERS

All of the notes, and any shares of our common stock issued upon conversion of the notes, are being offered by the selling securityholders listed in
the table below or referred to in a prospectus supplement. We issued and sold the notes in a private placement to Salomon Smith Bamey Inc.,
Deutsche Banc Alex. Brown Inc., J.P. Morgan Securities Inc., Banc of America Securities LLC and Barclays Capital Inc., and the notes were
simultaneously sold by Salomon Smith Barney Inc., Deutsche Banc Alex. Brown Inc., J.P. Morgan Securities Inc., Banc of America Securities L1.C
and Barclays Capital Inc. to the selling security holders in transactions exempt from registration under the Securities Act.

No offer or sale under this prospectus may be made by a holder of the securities unless listed in the table in this prospectus or until that holder has
notified us and a supplement to this prospectus has been filed or an amendment to the related registration statement has become effective. We will
supplement or amend this prospectus to include additional selling securityholders upon request and upon provision of all required information to us.
The selling securityholders may offer and sell, from time to time, any or all of their notes or common stock issued upon conversion of those notes.

43



The following table sets forth the name, principal amount at maturity of notes and number of shares beneficially owned by the selling securityholders
intending to sell the notes or common stock and the principal amount at maturity of notes or shares of common stock to be offered. Based on
information provided to us by the applicable selling securityholder, the table also discloses whether any selling securityholder selling in connection
with the prospectus or prospectus supplement has held any position or office with, been employed by or otherwise has had a material relationship
with us or any of our affiliates during the three years prior to the date of the prospectus or prospectus supplement,

PRINCIPAL AMOUNT AT
MATURITY OF NOTES NUMBER OF SHARES
BENEFICIALLY OWNED PERCENTAGE OF OF COMMON STOCK PERCENTAGE OF
THAT MAY BE NOTES THAT MAY BE COMMON STOCK MATERIAL
NAME SOLD HEREBY QUTSTANDING SOLD HEREBY(1) OUTSTANDING(2) RELATIONSHIP
Allstate Life Insurance
ComPAany ........cocvevreinencrmsiimnnrnene v $2,050,000 0.11% 11,800.83 *% None
Allstate Insurance Company................... 2,450,000 0.13 14,103.43 * None
Alta Partners Holdings,
LDC e ercecnae et nesaesees 15,000,000 0.79 86,347.50 * None
Amaranth Securities LLC........... ........ .. 9,000,000 0.47 51,808.50 * None
Argent Convertible Arbitrage
Fund Ltd..oeeeecriecncccnernien e 10,000,000 0.52 57,565.00 * None
Asgent Classic Convertible
Arbitrage Fund (Bermuda)
Ltd. rreereann e e 10,000,000 0.52 57,565.00 * None
Banc of America Securities
LLC e e 18,500,000 0.97 106,495.25 * None
BBT Fund, LP....cccoo e 40,000,000 2.10 230,260.00 * None
Bear, Steams & Co. Inc.....ccocoveevvnnnne 55,000,000 2.88 316,607.50 * None
Black Diamond Capital I,
Ltd. oot 4,000,000 0.21 23,026.00 * None
Black Diamond Offshore,
Ltde. oottt 2,468,000 0.13 14,207.04 * None
Double Black Diamond Offshore
LDC cvirrereescnsinrieseenenee avreenes 10,989,000 0.58 63,258.18 * None
CIBC World Markets. ......ccccocoerirenmncnnees 5,000,000 0.26 28,782.50 * None
CFFX, LLC ..ocitiiercns vt ceceennnnnen 19,250,000 1.01 110,812.63 * None
Credit Suisse First Boston. .......ccccovuevene 105,100,000 5.51 605,008.15 * None
Deutsche Banc Alex. Brown
INC. ieeteirremmcase e 169,100,000 8.86 973.424.15 * None
First Union International
Capital Markets, Inc. ......ccccocovervivennnes oo 10,000,000 0.52 57,565.00 * None
First Union National Bank . . 15,000,000 0.79 86,347.50 * None
GLG Market Neutral Fund..........c.cc....... 500,000 0.03 2,878.25 * None
Goldman Sachs & Company .............. 46,735,000 2.45 269,030.03 * None
Granville Capital
Corporation..........cccovreveonmvmsernrinnnnens . 14,500,000 0.76 83,469.25 * None
SAM Investments LDC.......ccccccoviininnne 100,000,000 524 575,650.00 * None
RAM Trading Ltd.........occcomecvcernrenncnenes 25,000,000 1.31 143,912.50 * None
HBK Master Fund L.P...........ccocccevnnienes 129,000,000 6.77 742,588.50 * None
HighBridge Intemational
LLC it erreeercsinneines oenianonne 205,000,000 10.75 1,180,082.50 * None
HSBC Trustee, Zola Managed
Trust e reesane ettt R e e eas 1,600,000 0.08 9,210.40 * None
JMG Capital Partners, LP..........coooveuennne 25,000,000 1.31 143,912.50 * None
IMG Triton Offshore Fund,
Ltd ettt et eb e s anens 54,000,000 2.83 310,851.00 * None
KBC Financial Products USA. ..... ......... 6,000,000 0.32 34,539.00 * None
Liberty View Global
Volstivity Fund LP......ccoonne rverne rnne 10,000,000 0.52 57,565.00 * None
LyxorMaster Fund...........ccccvrvvnnnnnne 1,400,000 0.07 8,059.10 * None
McMashan Securities Co.
L.P. reere ettt sreesanareeeaesaenn 2,500,000 0.13 14,391.25 * None
Morgan Stanley & Co....cooev. v 100,000,000 5.24 575,650.00 * None
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PRINCIPAL AMOUNT AT

MATURITY OF NOTES NUMBER OF SHARES
BENEFICIALLY OWNED PERCENTAGE OF OF COMMON STOCK PERCENTAGE OF
THAT MAY BE NOTES THAT MAY BE COMMON STOCK MATERIAL
NAME SOLD HEREBY OUTSTANDING SOLD HEREBY(1) OUTSTANDING(2) RELATIONSHIP
Nomura Securities
Intemational, Inc. ......ccccovvrverirennncnen. 30,000,000 1.57 172,695.00 * None
Paloma Securities LLC.........cc.ccceun.. 9,000,000 0.47 51,808.50 * None
R(2) Investments, LDC ........... ....... 57,500,000 3.01 330,998.75 * None
Shelby County Trust Bank as
Custodian for Citizens
Security Life Insurance
COMPANY ......ccoomiramcmminins covecuaeveens 300,000 0.02 1,726.95 * None
Salomon Smith Bamey Inc.... . ....... 369,638,000 19.38 2,127.821.15 * None
Spear, Leeds & Kellogg,
70 S 4,000,000 0.21 23,026.00 * None
TD Securities (USA) Inc. --
Formerly Toronto Dominion
(New York), InC. ...oooeveererrevcnernnneeens 45,000,000 2.36 259,042.50 * None
TQA Master Plus Fund, LTD 2,500,000 0.13 14,391.25 * None
TQA Master Fund, LTD......... 15,000,000 0.79 86,347.50 * None
TRIBECA Investments LLC 70,000,000 3.67 402,955.00 * None
UBS O'Connor LLC F/B/O
O'Connor Global Convertible
Portfolio L 1,000,000 0.05 5,756.50 * None
UBS O'Connor LLC F/B/O UBS
Global Equity Arbitrage
Master Ltd........ccccovvvneriveneneenennnnes 10,000,000 0.52 57,565.00 * None
White River Securities
LLC...... 55,000,000 2.88 316,607.50 * None
Wordwide Transactions,
Ltd. i 543,000 0.03 3,125.78 * None
Zola Partners, LP.......conersrssree 3,000,000 0.16 17,269.50 * None
Any other holder of notes or
future transferee, pledgee,
donee, or successor of any
$uCh holder(3).....eeenreeeneereersrevers 11,075,000 0.58 63,753 00 * None

* Less than 1%.

(1) Assumes conversion of all of the holder's notes at a conversion price of 5.7565 shares of our common stock per $1,000 principal amount at
maturity of the notes. This conversion price, however, will be subject to adjustment as described under "Description of the Notes - Conversion
Rights." As a result, the number of shares of our common stock issuable upon conversion of the notes may increase or decrease in the future.

(2) Calculated based on Rule 13d-3(d)(i) of the Exchange Act using 748,979,078 shares of common stock outstanding as of June 30, 2001. In
calculating this amount, we treated as outstanding the number of shares of common stock issuable upon conversion of all of that particular
holder's notes. However, we did not assume the conversion of any other holder's notes.

(3) Information about other selling securityholders will be set forth in one or more prospectus supplements, if required. Assumes that any other
holders of notes, or any future transferees, pledgees, donees or successors of or from any such other holders of notes, do not beneficially own
any common stock other than the common stock issuable upon conversion of the notes at the initial conversion rate.

We prepared this table based on the information supplied to us by the selling securityholders named in the table, and we have not sought to
verify such information.

The selling securityholders listed in the above table may have sold or transferred, in transactions exempt from the registration requirements of the
Securities Act, some or all of their notes or shares of our
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common stock since the date on which the information in the above table was provided to us. Information about the selling securityholders may
change over time.

Because the selling securityholders may offer all or some of their notes or the shares of our common stock issuable upon conversion of the notes
from time to time, we cannot estimate the amount of the notes or number of shares of our common stock that will be held by the selling
securityholders upon the termination of any particular offering by such selling securityholder. See "Plan of Distribution.”

PLAN OF DISTRIBUTION

The selling securityholders intend to distribute the notes and the shares of our common stock issuable upon conversion of the notes from time to time
only as follows (if at all): (i) to or through underwriters, brokers or dealers, (ii) directly to one or more other purchasers, (iii) through agents on a
best-efforts basis; or (iv) otherwise through a combination of any such methods of sale.

If a selling securityholder sells the notes or shares of our common stock issuable upon conversion of the notes through underwriters, dealers, brokers
or agents, such underwriters, dealers, brokers or agents may receive compensation in the form of discounts, concessions or commissions from the
selling securityholder and/or the purchasers of the notes or shares of our common stock.

The notes and the shares of our common stock issuable upon conversion of the notes may be sold from time to time (i) in one or more transactions at
a fixed price or prices, which may be changed; (ii) at market prices prevailing at the time of sale; (iii) at prices related to such prevailing market
prices; (iv) at varying prices determined at the time of sale; or (v) at negotiated prices.

Such sales may be effected in transactions (i) on any national securities exchange or quotation service on which the notes or our common stock may
be listed or quoted at the time of sale; (ii) in the over-the-counter market; (iii) in block transactions in which the broker or dealer so engaged will
attempt to sell the notes or shares of our common stock issuable upon conversion thereof as agent but may position and resell a portion of the block
as principal to facilitate the transaction, or in crosses, in which the same broker acts as an agent on both sides of the trade; (iv) transactions otherwise
than on such exchanges or services or the over-the-counter market; (v) through the writing of options; or (vi) through other types of transactions.

In connection with sales of the notes or our common stock or otherwise, the selling securityholder may enter into hedging transactions with brokers
or dealers or others, which may in turn engage in short sales of the notes or our common stock in the course of hedging the positions they assume.
The selling securityholder may also sell notes or our common stock short and deliver notes or our common stock to close out such short positions, or
loan or pledge notes or our common stock to brokers or dealers or others that in turn may sell such securities. The selling securityholder may pledge
or grant a security interest in some or all of the notes or our common stock issued upon conversion of the notes owned by it and, if it defaults in the
performance of its secured obligations, the pledgees or secured parties may offer and sell the notes or our common stock from time to time pursuant
to this prospectus. The selling securityholder also may transfer and donate notes or shares of our common stock issuable upon conversion of the notes
in other circumstances in which case the transferees, donees, pledgees or other successors in interest will be the selling securityholder for purposes of
the prospectus. The selling securityholder may sell short our common stock and may deliver this prospectus in connection with such short sales and
use the shares of our common stock covered by the prospectus to cover such short sales. In addition, any notes or shares of our common stock
covered by this prospectus that qualify for sale pursuant to Rule 144, Rule 144A or any other available exemption from registration under the
Securities Act may be sold under Rule 144, Rule 144A or such other available exemption.

At the time a particular offering of notes or shares of our common stock issuable upon conversion thereof is made, a prospectus supplement, if
required, will be distributed which will set forth the aggregate amount of notes or number of shares of our common stock being offered and the terms
of the offering,
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including the name or names of any underwriters, dealers, brokers or agents, if any, and any discounts, commissions or concessions allowed or
reallowed to be paid to brokers or dealers.

Selling securityholders and any underwriters, dealers, brokers or agents who participate in the distribution of the notes or shares of our common stock
may be deemed to be "underwriters" within the meaning of the Securities Act and any profits on the sale of the notes or shares of our common stock
by them and any discounts, commissions or concessions received by any such underwriters, dealers, brokers or agents may be deemed to be
underwriting discounts and commissions under the Securities Act.

The selling securityholders and any other person participating in such distribution will be subject to applicable provisions of the Exchange Act and
the rules and regulations thereunder, including, without limitation, Regulation M which may limit the timing of purchases and sales of the notes and
shares of our common stock by the selling securityholders and any other such person. Furthermore, Regulation M under the Exchange Act may
restrict the ability of any person engaged in a distribution of the notes or shares of our common stock to engage in market-making activities with
respect to the notes and shares of our common stock being distributed for a period of up to five business days prior to the commencement of such
distribution. All of the foregoing may affect the marketability of the notes and shares of our common stock and the ability of any person or entity to
engage in market-making activities with respect to the notes and shares of our common stock.

Pursuant to the registration rights agreement entered into in connection with the offer and sale of the notes by us, each of us on the one hand and the
selling securityholders on the other hand will be indemnified by the other against certain liabilities, including certain labilities under the Securities
Act, or will be entitled to contribution in connection therewith.

We will pay all expenses of the shelf registration statement, provided that each selling securityholder will pay any broker's commission, agency fee or
underwriter's discount or commission.

VALIDITY OF SECURITIES

The validity of the notes and the validity of the common stock issuable upon conversion of the notes offered hereby has been passed upon for Enron
by James V. Derrick, Jr., Esq., Executive Vice President and General Counsel of Enron. Mr. Derrick owns less than 1% of the outstanding shares of
Enron's common stock.

EXPERTS

The consolidated financial statements and schedule included in our Annual Report on Form 10-K for the year ended December 31, 2000,
incorporated by reference in this prospectus and elsewhere in the registration statement, have been audited by Arthur Andersen LLP, independent
public accountants, as indicated in their reports with respect thereto, and are incorporated by reference herein in reliance upon the authority of said
firm as experts in giving said reports.
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