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Preface

Confidential Memorandum

Enron Corp. (“Enron”) has retained Morgan Stanley & Co. Incorporated (“Morgan Stanley”) to explore and evaluate various strategic alternatives for its energy transportation, generation and distribution business in the Southern region of South America, namely Brazil, Argentina and Bolivia (the assets and associated businesses in this region are referred to as “ESA”). Enron considers ESA to be a strategically integrated portfolio of complementary assets.

In connection with this assignment, Morgan Stanley has been authorized by Enron to approach you to determine your company’s level of interest in a potential acquisition of ESA. The information summarized in this information memorandum (the “Memorandum”) is based on information provided by Enron  regarding ESA.

The Memorandum is being delivered on behalf of Enron by Morgan Stanley, subject to the prior execution of a Confidentiality Agreement, to a limited number of highly qualified parties who may be interested in a possible purchase of ESA. The sole purpose of the Memorandum is to assist the recipient in deciding whether to proceed with a further investigation of ESA. The Memorandum does not purport to be all-inclusive or necessarily to contain all the information that a prospective interested party may desire when investigating ESA.

By accepting the Memorandum, the recipient acknowledges and agrees to the limitations set forth herein and agrees to keep confidential the information contained herein or made available in connection with any further investigation of ESA in accordance with and subject to the terms of the previously executed Confidentiality Agreement. The recipient should become familiar with this and the other obligations to which the recipient is subject pursuant to the Confidentiality Agreement.  Except to the extent necessary to provide copies to the recipient's Representatives as provided in the Confidentiality Agreement, the Memorandum may not be photocopied, reproduced or distributed to others at any time without the prior written consent of Enron or Morgan Stanley. Upon request, the recipient will promptly return all material received from Enron or Morgan Stanley (including copies of  the Memorandum delivered to the recipient's Representatives) without retaining any copies thereof, all in accordance with such Confidentiality Agreement.

The Memorandum has been prepared for informational purposes relating to this transaction only and upon the express understanding that it will be used only for the purposes set forth above. In all cases, interested parties should conduct their own investigation and analysis of ESA and the data set forth in the Memorandum. Morgan Stanley has not independently verified any of the information, including the projections, contained herein.

In furnishing the Memorandum, neither Enron nor Morgan Stanley undertakes any obligation to provide the recipient with access to any additional information. While the Memorandum has been prepared in good faith, it does not constitute a representation as to the state of affairs of ESA or that there has been no change in the business or affairs of ESA since the date of the information contained therein. The Memorandum includes certain statements, estimates and projections provided by Enron with respect to performance of ESA. Such statements, estimates and projections reflect various assumptions that may or may not prove to be correct. No representations are made as to the accuracy of the information contained in the Memorandum, including those statements, estimates and projections. Only those express  representations and warranties that are  made by Enron  in a definitive agreement, when, as, and if executed, and subject to such limitations and restrictions as may be specified in such definitive agreement, shall have any legal effect. Certain of the information included herein has not been publicly disclosed and recipients are referred to the limitations of state and federal securities laws of the United States and the various jurisdictions in which ESA operates restricting trading while in possession of material non-public information.

Enron reserves the right to negotiate with one or more prospective interested parties at any time and to enter into a preliminary or definitive agreement for the purchase of ESA, or other transaction involving Enron, ESA or any components thereof without notice to the recipient or other prospective interested parties. Enron  also reserves the right, without giving reasons therefor, at any time and in any respect, to terminate discussions with any or all prospective interested parties or other parties or to negotiate at its sole discretion with any party with respect to a transaction involving ESA. Finally, Enron reserves the right to modify, at any time, any procedures relating to such process without notice and without assigning any reason thereto. Enron intends to conduct business in the ordinary manner during the evaluation and offer period, but it reserves the right to take any action whether in or out of the ordinary course of business.


As Enron has previously advised potential buyers, Enron is pursuing this transaction in order to redeploy its capital into new areas, such as energy services and internet and other broadband services. Enron will, however, only dispose of the ESA assets if it receives value in the transaction commensurate with this attractive package of assets. Furthermore, in order to maintain the excellent franchise that Enron has been able to establish, it is essential that the transaction be completed confidentially and quickly.

It is also important to note that Enron will continue to do business in Latin America following the completion of the transaction, and would not be willing to enter into any non-competition agreements. Enron will not, however, complicate the transaction by burdening the ESA assets with new off-take, supply or other agreements that would necessarily take a great amount of time to negotiate.

All communications, inquiries and requests for information relating to these materials or to a possible transaction involving ESA should be directed to the Morgan Stanley representatives  listed below, acting on behalf of Enron.  Under no circumstances should the management, employees, suppliers, regulatory authorities, affiliates, shareholders of Enron or ESA be contacted directly with regards to a possible transaction or seeking information, nor should the possibility of any such transaction be discussed with any such individuals.

Contacts

Morgan Stanley & Co. Incorporated

1585 Broadway, 32nd Floor

New York, NY 10036

Telephone: (212) 761-4000

Facsimile: (212) 761-0141

Jeffrey R. Holzschuh

Managing Director

Telephone: (212) 761-4711

James McGinnis

Managing Director

Telephone: (212) 761-7952





Ian Reid

Principal

Telephone: (212) 761-7868 

Alastair Maxwell

Principal

Telephone: (212) 761-4843





Hardip Rai

Principal

Telephone: (44-171) 425-4439

Martin Arias

Vice President

Telephone: (212) 761-7177





Sandeep Talwani

Associate

Telephone: (212) 761-3128

Clemens Calice

Associate

Telephone: (441-71) 425-3382





Benjamin Souza

Analyst

Telephone: (212) 761-4797 
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