Enron CEO Letter for Open Enrollment Package

Dear Fellow Employees:

It has been an eventful and challenging year for Enron, and for our country as a whole.  I recognize that uncertainty about the impact of current events on our national economy is a concern for Enron employees and their families.  While I remain optimistic about Enron’s business and our continued success, I also understand your concerns and considered them as we assessed the benefits and costs of Enron’s employee health care plan for 2002.

The standard corporate cost-sharing ratio for healthcare is 80/20, where the employer pays 80% of the costs and the employee pays the remaining 20%.  Currently, Enron generously pays 95% of employees’ healthcare cost.  Because Enron wants you to feel financially secure and believes strongly in providing employees world-class healthcare protection, we have chosen to maintain a 95/5 cost-sharing ratio through 2002.

Enron expects to pay nearly $50 million in medical costs in 2001, 43% more than in 1998.  Based on current cost trends, that number is expected to increase to $60 million in 2002.  Because Enron has not passed on these costs to you each year, the company has absorbed an ever-increasing percentage of the healthcare costs for you and your family.  While Enron intends to maintain its high standard of health care coverage, a better balance will be required.

In an effort to help you plan for the future, I am obliged to tell you that we will reevaluate our ratio again next year, and based on rising health care costs, currently anticipate the need to alter the ratio for 2003.

You can be assured that Enron will apply the same innovation we use to manage our business to manage rising healthcare costs.  For example, we are working to:

· Discover and implement better ways to purchase healthcare services

· Expand wellness and disease management programs for you and your family

· Provide you with information about being a smart healthcare consumer in the current environment

· Re-evaluate current cost share and benefit levels for 2003

I have confidence that these and other creative ideas will put us in a better position to control future costs. Taking care of your health and the financial health of Enron is simply good business.

Warmest Regards,

Ken Lay

