Initial Due Diligence Questions to be Posed to Enron

PROPERTY TAXES ONLY

LINCOLN  CENTER

a) Tax

i) What was the total construction cost (hard and soft costs) of the Lincoln Energy Center?  (An itemized list would be preferable.)  Not Available
ii) Also, what was the purchase price for the 50-acre parcel upon which the plant was constructed? Approximately $1,525,000.
WHEATLAND

iii) Property Taxes

(1) May installment on Parcels III (Reynolds) and IV (Mathis) are delinquent as of October 10, 2000.  When will payment be made? We have just recently located the delinquencies and we are in the process of curing them.
(2) We will need evidence of payment of November 10, 2000 installments when made. Payment will be made approximately one week before the delinquency date of November 10.  
b) Tax

i) For property tax purposes, is Westfork taxed? Yes And does it report, as a public utility?  Yes
ii) Were West Fork property tax returns timely and properly filed?  Are copies available?  Yes, for this year, 2000, a CWIP return was filed.
iii) What were property tax exemptions and deductions (e.g., property tax abatement deductions) and were they timely claimed and properly computed?  These are not applicable for the 2000 filing.  First year for the abatement will be the 2001 return.
iv) In connection with property taxes, was the first year public utility acquisition adjustment claimed and, if so, how has this acquisition adjustment been treated for abatement deduction computation purposes?  First year for this adjustment to be made is 2001.  Once complete, it is an integral part of the abatement deduction computation.

v) What depreciation schedule has Westfork used for the plant in computing federal income tax and is the same schedule used to compute Indiana property taxes?  15 Year MACRS is used for both Federal and State Depreciation.

vi) Has Westfork received any notice of assessment for property tax purposes at the facility?  Yes Are copies available?  Yes
vii) Were estimates made of costs, assessed values, employees, and salaries on West Fork’s Statement of Benefits achieved (in connection with the property tax abatement applied for), and will they continue to be maintained?  Yes What were the final costs, assessed values, employment levels, and salary levels achieved? The current number of employees is 12, of which the salaries total approximately $1,000,000.
viii) Was the Statement of Benefits filled-in, signed, and dated on the back by the appropriate local Knox County officials?  Yes May we have a complete copy?  Yes
ix) Why were a number of blanks not filled in on the declaratory and confirmatory economic revitalization area designation resolutions regarding tax rates and savings?  We are unaware of why certain things were left blank.  Regardless, this resolution was accepted in its present form.
x) With respect to the references to zoning and compliance with comprehensive plan in the abatement resolutions, has Westfork complied with these requirements and is it now in compliance?  To our knowledge we have.
xi) Did Westfork take the position in its application for property tax abatement that all of West Fork’s tangible personal property comprising its electrical generating facility was subject to abatement?  Yes If so, has that position been approved by the State Tax Board?  Yes
xii) Why were abatement deduction applications filed on June 7, 1999, before the plant was constructed? That decision was made by outside counsel and the developer of the project.  Regardless of filing date, the application was accepted.

xiii) Have abatement deduction applications been timely and properly filed after the installation of the new manufacturing equipment and assessment of real estate improvements?  Have they been approved?  What deduction amounts were reported and approved?  May we have copies of the deduction applications, any notices from the State Tax Board and/or local assessing officials regarding these applications and copies of all tax bills issued with respect to the plant? The first year for filing these will be for the 2001 assessment.  However, at the request of counsel we filed form CF-1 (Compliance with statement of benefits).  A copy is available upon request.
xiv) Were any rulings sought and/or received from any Indiana taxing authority in connection with West Fork or the Wheat field plant?  If so, may we have copies?  From a property tax perspective, none were sought.
GLEASON

xv) Has the October payment under the PILOT program ($174,460.00) been paid in full?  No, it does not have to be paid until 12-31-00 and the payment will be made sometime during the month of December.
xvi) Is Enron aware of the assessment and/or payment of rollback taxes for the fee simple estate owned by IDBWC?  The Option Agreement is silent on the issue of rollback taxes, are there are any other written agreements which obligate the Gleason to pay rollback taxes?  The IDBWC is a tax-exempt entity.  No rollback taxes will apply.
THE INFORMATION CONTAINED HEREIN IS BEING PROVIDED TO YOU PURSUANT TO AND SHOULD BE GOVERNED BY THAT CERTAIN CONFIDENTIALITY AGREEMENT ENTERED INTO AS OF SEPTEMBER 2000 BY AND BETWEEN ENRON NORTH AMERICA  CORP. AND YOUR COMPANY.
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