To:  Mary Joyce







October 28, 2001

Copy:  Michelle Cash and Aaron Brown

From:  Patrick Mackin

Subject:  Enron Corp. Severance Pay Plan;


Amendment and/or Termination

Mary, as we have discussed, the provisions of the Plan document state that the Plan can be amended or terminated.  Section 8.1 states that the Plan can be terminated by the Company.  Section 7.6 states that the Plan may be amended at any time by a written instrument executed by a duly authorized officer of the Company.

In furtherance of this, I have prepared and previously sent to you a form of amendment to Article III of the Plan.

We have also discussed the possible impact of Mr. Lay’s statements at employee meetings regarding Enron Corp.’s intent with respect to the Severance Pay Plan.  I don’t have a transcript or recording of Mr. Lay’s comments.  We will not know whether his comments have any affect on the Company’s ability to administer the Plan according to its provisions until any possible litigation about this issue is concluded.

There have been instances with respect to retiree medical plans where written communications to employees regarding the employer’s intent to not terminate retiree medical benefits were deemed by a court to override a medical plan’s otherwise clear provisions that it could be terminated at any time by the plan sponsor.

We have also discussed whether Enron Corp. can make a determination that any participating employer currently participating in the Severance Pay Plan will no longer participate in the Plan, or whether a participating employer can make such a determination.

I recall that there is a form of agreement for participation by such participating employers in the Enron Corp. sponsored plans, which states such right of either or both of Enron Corp. or a participating employer to terminate participation in the Enron Corp. sponsored plans.  I don’t know whether this form of agreement has been utilized in the ongoing administration of the Enron Corp. sponsored employee benefit plans.  If they have been utilized the answer is clear.  For example, I would expect the Benefits Department to have a record of such agreement for each participating employer in the Enron Corp. sponsored plans.  If there is not such a record, then it would be difficult to determine which employers were actually participating employers in the Severance Pay Plan, and which employees rightfully have an expectation that they are covered by the Plan.

If such a record of participating employers does not exist, then it would be appropriate for the amendment I previously prepared to be revised to provide that a schedule of participating employers is attached to the Plan document.  Any employer not on the schedule would not be a participating employer in the plan as of the effective date of the amendment.  In anticipation that such a schedule will be required, I have prepared such a revision to the amendment and attached it to this memo.  If the amendment is adopted, Enron Corp. should give immediate written notice to each employer (and its employees) who ceases to participate in the Severance Pay Plan.

Pat

AMENDMENT TO

ENRON CORP. SEVERANCE PAY PLANPRIVATE 

(Restated January 1, 1993)

WHEREAS, Enron Corp. (the "Company") heretofore adopted and is the sponsor of the  Enron Corp. Severance Pay Plan (Restated January 1, 1993) (the "Plan");

WHEREAS, Section 6.1 of the Plan provides in part that the Company may amend the Plan at any time without prior notice.

WHEREAS, the Company desires to amend the Plan;

NOW, THEREFORE, the Plan is amended, effective as of October 28, 2001 as follows:

1. The following new Section 2.4 is added to the end of Article II:

2.4  Attached to this Plan document, which may be revised and amended from time to time by the Company, is a schedule of participating employers in the Plan.  Only the Company may approve the addition of a participating employer to the Plan and schedule.  Either the Company or a participating employer may by written notice, of its President or Chief Executive Officer, to the other, determine that such participating employer’s participation in the Plan shall cease as of the date of such notice.  In the event of such notice duly given, the Company shall  cause the schedule to be revised.

2.  Article III of the Plan is deleted and replaced with the following new Article III:


ARTICLE III.  Severance Benefit

3.1  Subject to the provisions of the Plan, an employee who is permanently terminated by Enron and eligible for severance benefits under the Plan will receive the severance benefit provided for in Section 3.2, if the employee timely executes and delivers to Enron an agreement of separation which shall contain a waiver and release of all rights and claims relating to the employee's termination of employment by Enron and such other provisions as approved and required by the Committee in its sole discretion, within a time limit and in a form prepared by and acceptable to Enron.

3.2  The severance benefit described in Section 3.1 payable under the Plan is:


(a)  For Cause or Misconduct.  An eligible employee who is terminated by Enron for cause or misconduct (as such terms are construed by Enron in its sole discretion), will receive no severance benefit;


(b)  For Failure to Meet Performance Objectives or Standards.  An eligible employee who is terminated by Enron as a result of a determination by Enron that the employee's performance does not meet the performance objectives or standards established for the employee's job position, will receive one and one-half (1.5) weeks of base pay for each year of service, or portion thereof, with Enron, up to a maximum severance benefit not to exceed twelve (12) weeks of base pay; or


(c)  As a Result of Reorganizations or Similar Business Circumstances.  An eligible employee who is terminated by Enron, and a determination is made by Enron that such termination is not for the reasons described in paragraphs (a) or (b) above, and is a result of (i) corporate, departmental or work group reorganization, or (ii) similar business circumstances as determined by Enron, will receive the sum of (A) one (1) week of base pay for each year of service, or portion thereof, with Enron, and (B) one (1) week of base pay for each Ten Thousand Dollars ($10,000), or portion thereof, of annualized base pay, up to a maximum total severance benefit not to exceed twenty six (26) weeks of base pay.

3.3  Payment of a severance benefit under Section 3.2 will be made on a monthly basis according to procedures adopted by the Company, commencing within thirty days of Enron's receipt of an acceptable, effective and properly executed agreement of separation, as provided for in Section 3.1.  In determining the number of monthly payments to be made, total number of weeks in the severance benefit formula attributable to service shall be calculated, and the total number of weeks shall be divided by the number four (4).  The quotient shall be the number of monthly payments.  The total amount of the severance benefit shall be divided by the number of monthly payments to determine the amount of each monthly payment.  Payment of a severance benefit shall be subject to applicable tax withholding.

3.4  Notwithstanding any other provision of this Article III, The severance benefit described in Section 3.1 payable under the Plan to an eligible employee who is employed in the Analyst/Associate Program, calculated under Paragraph (b) of Section 3.2 shall not exceed three weeks of base pay, and calculated under Paragraph (c) of Section 3.2 shall not exceed four weeks of base pay.

3.5  If a terminated employee who is entitled to or is receiving payment of a severance benefit under the Plan is entitled to receive any form of remuneration, payment or entitlement, from a private, public or statutory source, including, but not limited to, by way of example, unemployment compensation or any amount payable under the provisions of the Federal Worker Adjustment and Retraining Notification Act, relating to the employee’s termination of employment, then the severance benefit payable under the Plan shall be reduced and offset by the amount of such remuneration or payment received or to be received by such employee.

3.  As amended hereby, the Plan is specifically ratified and reaffirmed.


ENRON CORP.


By:_________________________


Title:  

