LJM2 APPROVAL SHEET

This Approval Shest should be used 10 approve Enron’s parucipation in any transactions involviag LIM Cayman. LP "LIMI™ or
H Co-Investment. L.P. ("LIMZ"1. LIMI and LIMZ will collecuvely be referred to as “LIM™. This Approval Sheet 1s 1n addition
to (not in liew of) any other Enroa approvais that may be required.

GENERAL

Deal name: Campaign 2K

Date Approval Shest completed: Dezzmber £. 2000
Enron person completing this form: Nicole Alvino
Expevied closing date: December 7. 2000

Business Unit: Enron Corp.

Business Umit Onginator: Dan Bovie _

This transaction relates o OLIMI andfor BLIM2.

This transaction is O a sale by Enron Oa purchase by Enron Oa co-sale with Enron Oa co-purchase with Enron and/cr
Hother: _ monetization structure_ .
Person(s) negotiating for Enron: Dan Boyle

Person(s) negotiating for LIM: Kathy Lynn -
Legal counse! for Enron: Vinson & Elkins

Legal counse! for LIM: Kirkland & Ellis

DEAL DESCRIPTION :
Enron monetized its asset position in Catalytica and Avict in iwo identical FASB 125 deals. LIM provided a wtal of 52.9MM-equity
anr Barctays provided $92.5MM debt. Ensun received cash and funds flow fioin the transaciion.

TRANSACTION SUMMARY
Cataiytica Transaction Steps (The steps are idenucal for the Avici structure)

Purchase 100% of the equity in LAB Trust. the special purpose vehicle in the FASB 125 struciured monetization of Enron’s interest
in Catalytica Energy Services Inc. (“CESI™). Enron owns approximately 17% of CES! and values it at S60 million. Th: FASB 125
structure is as follows:
¢ The Zatalytica stake 1s transfarred to JSB Asset. LLC ("Asset LLC™
»  Asset LLC issues an economic interest in itself to KGB. LLC ("Tmnsfcror LLC™)
»  Asset LLC issues a voting interest (controlling disposition, voting, ete. of the Catatytica stake) back 0 EVC. LLC (a
whollv-owned Enron enuty)
» Transferor LLC issues the economic interest in Asset LLC 10 LAB Tiust in excfiange for cash (funded 97% debt. 3%
equity)
e LAB Trust enters into a total return swap with ENA (guaranteed by Enron) to cover pnncxpal and interest cn the LAB
Trust debt .
* At maturity. an auction is held to dispose of the economic interest in Asset LLC. Procseds from the auction are used
repay the trust debt and equity
e The auction procesds are disuibuted to the debt (with thc tota} return swap supplementing any shortfalls i interest or
principal repayment) and then any remainder to the equity (until the equity has reczived its 15% dividends)
»  Enron retains the right to repurchase the equity (at par plus accrued dividenas) and therefore retains upside beyond 4 15%
return (e the equity
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ECONOMICS
The Trust in the FASB (25 structure issued Notes at L+75bps and Certificates at an annualized rate of 15% which mature on June L.
1 2002. ENA provided a Total Return Swap on the Notes. Interest will be paid and Libor will be reset monthly o allow maximum
flexibility to the business units o unwind the monetizations as the assets are sold o other i parties.
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ISSUES CHECKLIST
i ~ Sale Options

a.

[

a.

vl

If this ransaction is a sale of an asset by Enron. which of the following options were considersd and rejectez.

BlCondor QUJEDIII BThird Paty  &Direct Saie. Please explain: No other transaction could be closed n
a umely enough manner (0 me=t the wrgeted corporate objectives.

Will ths transaction be the most beneficial alternauve to Enron?  ®&Yes 0ONo. [f no. please expiain:

Were any other idsiaffers reczived in connection with this transaction? OYes ©No. Please  explam:  Time
contstraint preciuded ENE form actively sesking other bids

Pnor Obligations

Does this transaction involve a Qualified Investment (as defined in the JED! Il partnersnip agresment)? QYes &No. If
yes. please explamn how this issue was resolved:

Was this transaction required to be offered to any other Enron affiliate or other party pursuant w a contractual or other
obligaton? OYes  ENo. If ves, please explain:

Terms of Transaction

a. What arc the denefits {financial and otherwise) w Enron in this transaction? MCash flow OEarmings
HOther: Funds Flow

h. Was this transaction done strictly on an arms-length basis? BYes OMo. [f no. please explain: —_

c.  Was Enron advised by any third party that this transaction was not fair. from a financial perspective. 10 Enron?
OYes BNo. If yes, please explain: : i

d. Areall LIM expenses and out-of-pocket costs (including legal fees) being paid by LIM? OYes EINo. If no. is
this market standard cr has the econcmic impact of paying any expenyes and out-of-pocket costs been considered when .
responding to items t.b. and 3.b. above? HAYes ONo.

-4 Compiiancs )

a.  Will this trunsaction require Jdisclosure as a Certain Transaction in Enron’s proxy statement? HYes ONa.

b. Wil thiz transaction result in 2ny compensation (as defined by the proxy rules) being paid to any Enrun employee?
OYes ENo. ’

c. Have all Enron employees’ involvement in this transaction on behalf of LIM been waived by Earon’s Office of the
Chairman in accordance with Enron’s Conduct of Business Affairs Policy? BYes ONo. If no. please explain:

d. Was this transaction reviewed and approved by Enron's Chief Accounting Officer? EYes ONo.

Was this rransaction reviewed and approved by Enroa’s Chief Risk Officer? EYes ONo.

Has the Audit Comminee of the Enron Corp. Board of Directors reviewed all Enron/LIM transactions within the past
:welve months? OYes ®No. (The Audit Committec has not heid a2 meeting since LIM2's formation.) Have all
recommendations of the Audit Comminee relating to Enron/IJM transactions been taken into account in this
ransaction? OYes ONo.
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