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To:

All ESA employees
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Jim Bannantine and Diomedes Christodoulou

Subject:
First quarter review; second quarter plans

As we prepare to close our first quarter of 2000, we’d like to share with you our views on progress to date and our strategy for South America moving forward.  We know that many of you have questions about the direction ESA is heading, and hope to address those here.

First Quarter Review

First, we will briefly highlight some of the progress our team has made this year in several key areas.  

· The stabilization of the currency in Brazil has been good for our LDCs and for Elektro.  The Elektro team also has been working for operational efficiencies and the results of that are being reflected.

· Our wholesale assets continue to be strong performers.

· We are making progress in the wholesale development area.  We were able to get Cuiaba II and Riogas on the emergency list, which will help advance these projects more quickly. These plants, coupled with Elektro as the offtaker for the PPAs and the position of our pipelines and LDCs as gas suppliers, completes the circle and puts us in a strong position.

· Direct sales in Argentina and Brazil are now organized.  We have strong teams in place and are getting good market response for outsourcing of services.

· We have some victories on the regulatory front as well, including the Enargas hearing in Argentina and the advancement of the Brazil market’s deregulation.

Enron South America is enjoying great success, much of which we attribute to having a competitive regional network in place. ESA employees should be proud of our past achievements, and we have reason to be even more excited about the possibilities awaiting us.  

Moving forward

The pace of evolution of the South American market makes us believe that there are great opportunities for Enron South America to quickly move to a business model that is similar to the one we have in the U.S. and Europe. We intend to leverage the strong asset base we have built as the platform for other businesses.  

Examples of these new business opportunities include energy services, energy outsourcing, communications and related broadband services.   We see strong potential for commodity trading and risk management services to extend into Brazil.
Enron remains highly committed to the South American market and we see tremendous opportunities for growth in the region.  The evolution we describe is consistent with what Enron is doing worldwide.  The success of this strategy is reflected in our stock price performance.
To be consistent with our performance targets, this evolution of the South American business must be based on delivering the appropriate ROE and net income.  This may be obtained in part through the restructuring of debt on a project, the partial or total monetization of an asset or the addition of a new partner to a project.  Diomedes is leading a task force to evaluate our position now and we will keep you informed.

As we approach our second quarter, we invite you to join us in embracing these new opportunities and ask you to remain flexible and enthusiastic as we enter this new phase of growth and business opportunities.
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