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Good morning, this is Ken Lay.  Thank you for joining us on today’s investor call.

We decided yesterday to set up this call to address questions and concerns raised over the last few days.   We are very disappointed with our stock price, but we are clearly not in a financial crisis. We are still conducting business as usual, and our businesses are performing very well.  We recognize, however, that these are uncertain times in the capital markets, and we will hold additional investor calls as we desire to proactively communicate essential information to our stakeholders.

SEC Inquiry
We announced yesterday that we received a request for information from the SEC regarding certain related party transactions.  As we said yesterday, 

· We welcome this request and the opportunity it provides us to put these matters to rest.

· We are cooperating fully with the SEC.

· We believe everything that needed to be considered and done in connection with these transactions was considered and done.

As you can appreciate, while this matter is pending, we cannot say much more about it.

However, a number of other, unrelated questions have been raised, and we will do our best to address those here.

Equity Reduction

In an effort to increase transparency in financial reporting, our third quarter earnings conference call included information associated with a $1.2 billion reduction of shareholders’ equity.  There have been a number of questions surrounding the equity adjustment since the call, so we want to take the opportunity to clearly spell out the basis of the adjustment.

A structured finance vehicle, in which LJM was an investor, was established to mitigate volatility associated with certain of Enron’s merchant investments, including investments in The New Power Company and other broadband and technology investments.

In conjunction with the September 2001 termination of these vehicles, Enron recorded a $1.2 billion reduction to shareholders’ equity.  The reduction to shareholders’ equity (and related reduction in notes receivable) is the result of Enron’s termination of previously recorded contractual obligations to deliver Enron shares in future periods.  There was also a corresponding decline in the number of diluted Enron shares outstanding totaling 62 million for the third quarter of 2001.

And now I will turn this over to our CFO, Andy Fastow, to discuss our current liquidity and credit rating.

Liquidity/Credit Rating 

Enron has sufficient liquidity to conduct normal operations and meet all of our projected capital requirements.  

· We have committed credit facilities with domestic and foreign banks, which provide for an aggregate of $3.35 billion in credit.  These bank lines are undrawn but act as the backstop for the company’s issuance of commercial paper.  

· Additionally, the company utilizes, on a consistent basis, uncommitted lines in excess of $500 million.  

Currently, our commercial paper balance is approximately $1.8 billion (net, after consideration of cash balances on deposit) resulting in approximately $1.5 billion of liquidity available from committed sources today. 

· We have experienced no noticeable disruption in our day-to-day funding in the CP markets associated with the media coverage.  

· Additionally, we have not experienced a material increase in our funded CP balances over the past two weeks. 

· Our policy of maintaining a multiple of liquidity under the committed lines to projected cash requirements remains in effect.

In addition to the $1.5 billion in CP capacity, we are scheduled to receive approximately $800 million in proceeds from asset sales discussed in the third quarter conference call.  These proceeds will be realized over the next thirty days.  Further, liquidity support from the conversion of price risk management assets to cash will be realized between now and year end.  

It is important to note that our key commercial banks and trade counterparties have been unwavering in their backing of the company.  We have not experienced, nor do we expect to, any decline in the amount of liquidity required to maintain our position as the world’s leading market maker of energy commodities.

Importantly, the transactions behind the equity adjustment have been reviewed with the rating agencies. 

· Both Standard & Poor’s and Fitch have confirmed our BBB+ rating.  

· We are now actively working with Moody’s Investor Service to address specific questions to facilitate a final rating decision.  Their review process should be completed over the next few months. 

 As our credit ratings are important to our businesses, we will continue with our longstanding policy of protecting our ratings.

Lastly, I would like to remind everyone that we have entered into a definitive agreement to sell Portland General to Northwest Natural Gas for approximately $1.9 billion and the assumption of $1.1 billion in Portland General debt.  The transaction is scheduled to close by the end of 2002.  We are highly confident that this transaction will close and has been structured in a manner acceptable to the Oregon PUC.

Core Business

As we discussed in the earnings conference call last week, our third quarter recurring operating results were outstanding, with a 26% increase in recurring earnings and a 65% increase in physical volumes.  These results reflect the superb performance of our core wholesale, retail and pipeline businesses.  In spite of the noise that is out there, we are continuing to stay focused on our businesses and remain well positioned for continued success.

Q&A

Say this after the Q&A:

As we said in the release yesterday, we are focused on our core businesses and delivering value to our customers around the world.  But, we also want to take the time we need to keep you informed.  We will set up another call in the next couple of weeks. Additionally, we will be posting on our website frequently asked questions and answers in order to get information out to you quickly.  Feel free to submit questions to answers@enron.com.

Thank you for your time and attention today.
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