	ENRON PARTNERSHIP MODEL

COMPENSATION

	Objective:
	· Motivate employees across Enron to create value in Excellerator

	Design:
	· Subsidiary stock option plan with a predetermined cap.

· Participants must be limited to employees of Enron’s consolidated group

	Liquidity:
	· Option holder may put the stock to Enron six months after exercise of the option

· Put value must be at the lesser of fair value or the predetermined cap

· Enron may call the purchased share at fair market value after 6 month holding period

	Exercise
	· Recourse loan to participant at the time of exercise for exercise cost (loan must be recourse to begin the 6-month holding period)

	Accounting:
	· Favorable accounting treatment

· Dilution related to minority interest expense when options are in the money

	Valuations:
	· Independent valuations

· Time limit (5-7 years) for exercise of put

	Legal:
	· Sale of securities must satisfy private placement exemption from registration requirements of Securities Act

· Suitability of participants and disclosure requirements to satisfy private placement exemption

· Potential for valuation disputes

· Issues with minority interest rights if participants not satisfied with valuations
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