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Today s date is March 23 2001 ThIs is a reif:ordmg of the ENRON
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and welcome to the ENRON‘S conferenee'call ThlS call is berng recorded At

ag -h‘_

thIs time I would hke to turn the call over toi the Presrdent and ChIef Executrve

Ofﬁcer Mr JEFF SKILLING Please go ahead SIr
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* Thank you very much, This is JEFF SKILL]NG Presudent and Chlef and
Executlve Ofﬂcer of ENRON CORP. Wlt%l me here in Houston I have

MARK KOENIG who S executrve VP of Investor Relat1ons And RICK
i

CAUSEY who s our Executwe VP and Chtef Acccunttng Ofﬁcer Thank you -

_11

very much for Jommg the call today Ah to be qu1te honest I WlSh we dldn't

;i

have to have this call but w1th what’s gomg onin  the. stock market we thought' T

- I .
N ; i :

it was probably a good 1dea 1 _]USt came in from South Amenca thlS mommg, \

got in at 5 :30 so Im ina really lousy mood{ So I hope, I hope we get the
)

|
message across pretty qUICkly today, because ah I think this wﬂl be ah short

- § v r.s
and sweet. Ah I'm not gonna, or dont plan to give you' any Surprises thls

R A e
L

- ; :
' _mormng We! re not pre-releasmg first quarter ﬁnanc1a1 results We are _]ust

?;

going to | gwe you an update; on _w_hat s gomg on in the company rela_trve to‘_the
discussions we had at our analyst meeting m January and ah other dlscuSsions: -

- ek -

we've had extemally and W1th analysts subsequent to that tlme ENRON‘s o | \

Ty .
business is in great shape Ah, what I'rn gomg to do is Im going to go through

each of our core busmesses very qmckly and Just give you a status update of

r
L - §

how the busmesses are domg So I am gomg to go through our Transportatlon
“F -

busmess our Wholesale busmess our Retatl busmess and ENRON
. i ,-_a‘li o 1'. %k & . .. . . L‘-‘ _’--
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SALE. The other is INDIA. The other is CALIFORNIA and the last one is

1. S 4

the balance sheet and the status of the balance sheet And then I'm going to

come back at the end and talk about some. other thmgs that are gomg on 1n51de B

-

the- company whlch I thmk are lmportant Let me start first w1th the core .t

busmesses Startlng ﬁrst W1th our Transportatlon business. Ah, the prpehnes

and PORTLAND GENERAL as you know have very strong earmngs and cash

-t

flow. Ah, they are do1ng great Um, the plpehnes are contrnumg to exceed ah . -

A
their budgets for the quarter PORTLAND GENERAL is Just shghtly behlnd

s -

due to some hrgher power costs in the west,! but fully expected and baked mto o |

_‘IA
i ! T3

our pIan Ah, our wholesale busmess whlch is our second busrness is havmg ’

.\,

an outstanding quarter Ah volurnes are very strong We are seemg the .-

N

impact now of this enormous constructron program that we're seeing in North

4

: L::“} A3
¥ * ‘% . . "
T
xa
Y
i
%,:

BROADBAND SERVICES. And then I'n’ gomg to address fou.r areas or .
* * "
areas of noise that we've heard about One is the PORTLAND GENERAL

America, We are becomrng a major factor in prov1d1ng gas supplles to these T

* kil > .

"E

B

facilities. Ah in terms of volumes Our gaﬁ volumes are up srgmﬁcantly

P

as -0 a'F

A

1.

3 ' -

facilities and we are becommg a major factor in sellmg the power out. of these o

-

We're runmng just- shghtly below what we saw in the fourth quarter whlch was
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an"’unusuall; hii_gh quatter but you wiIl.see"a_ye'ar over year inorease probably “
in the twentyaﬁVe to thirty percent range : Financial volumes have had alm'oSt

'i.u

doubled a year ago to today “Ah, our phySIcal power volumes. We dont

I3

know exactlgr, we w111 see how this month g:omes out, ’out ! wouldn't ‘oe

r e

" surprised if they re up 1n the.tWenty—ﬁve to-ﬁfty percent range, ah, year over,

-

i
year and a 51gn1ﬁcant 1ncrease over the fourth quarter of last year Europe
t

' continues as it has been to show very strong growth ENRON ONL]NE is

. . e T o i it b
interestingly we are seeing I think the positive effect of ah, the the, ah, ah, the

Tanning s_omewhere around ft_ye thou_sand, t‘orty-ﬁve hundred to ﬁve_ thousand

e -

ransactions a day. Two-and-a-halfto three billion dollars a day of 'buslness: -

i,

Ah, very good performance on ENRON ONLINE. So our wholesale business

is havmg an outstandmg quarter ah consu:tent mth the outstandmg year they

,

' t
had last year and I would expect that to con{mue Ah in our retarl busmess

we have already announced four brlhon dollars of new contracts. Weare
. i

hlghly confident m’ our targ‘et for the year of two hundred and twenty five
A e _. Lo ~ i . . L

million of income and thirty billion dollars E)f new originated coritracts. Ah,-

*

chaos that's going or out in California, in that as:we mentionéd before there is
- . .f _ . . y "i . “ . .. _‘. ) .
tremendous interest in the product that we are offering through our retail

S R ST
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business. And we are seeing an increased interest among utilities in out-
' R | -

sourcing or moving out of the merchant fur;iction as they see the risks that that

can entail when it's ina regulated éntity. Ah, I will, um, point you to an

interesting vote we got in California ah yesferdaj‘. The California Assembly ah
L d B i .

confirmed direct access or has a proposal for direct access and got through the
. !

-

. : 3 .
Assembly seventy to zero. Ah which just _s;ay's that I think a lot of people see
that the future is a non-regulated open competitive market for retail power and
ENRON is perfectly positioned ah for that business. Ah, and finally in the ah

operating businesses ENRON BROADBAND SERVICES. There have been

some rumors out there that we have teminated our INTERMEDIATION . '
. . P _ .

business. That is"absolutely not true. We are having a great quarter in the

Intermediation side of the Bandwidth business. T'll remind you that we have

an enormous lead ovér the other players in this industry.. Ah, to give youa -

sense of that | think WILLIAMS has five piople in this business, we have

eight-or AQUILLA has eight. We have eighty-ﬁve people. My expectation is

-
* Y A

that we'll see over four hundred maybe oyerf five hund_red transactions this
' Lo o

~ quarter ah which shows that this business "is'absolutely developing. It is ahead.

¥

of plan. And ah I expect this to be a good_bilsiness for us moving fofward.
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investment in our network as we had expected because Wwe are gomg to be able

i. Y
i 4
X g *
!
:
)
i

o

e
-

e b

Our Content Services Business is still a core area of the business. We are

working very hard to provide a video on dé:hand_ service and content for that

. » ]
* t

video on demand service. Ah, um, the BLOCKBUSTER contract a$ we've

discussed with you was a eontract that ah was not providing us thef_ content we
needed for video on demand arid we're out gettirig the content ourselves. And

I am very optimistic about the outlook for that and over the next several
. { : . '

.months I thmk we'll have, ah,' sp'eciﬁc conti"at:ts‘to‘ ;ho'w ycu. 'l'here has been

some talk that we are laymg off people We are moving some people around .= -

inside of EBS This is very good news And let me tell what we are domg in . '

-B

EBS rlght now. It is our wew glven what's §;gomg on in the commumcatlons

busmess in general that there. is ‘more access to'contract avallablhty' of, '

bandwidth than we would have expected atithls early stage of the, the ot

.development of the marketplace We w111 not have to make as large an

LN *

to have access to thirfi‘ pa;ty net\:}orks i‘nuch‘mcre easily and at lower cost than
3 * i .
we expected Ah one very posxtlve output of tlus is that we are expectmg that
i
our cap1tal budget in this busmess whlch we had tcld people would be

runmng on the order_ of--seven_ huhdred a_nd ﬁfty rnllhon dcllars this year to be - o
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probably closer to the two hundred fifty -mj;uiqn dollar range and might even

.’ " ’ ) ' ? z2 Kl : y : v
be lowe'r than that if we're able to get-contract,access to the extent that we

7.

' think we can get contract aecess thls year. So ah we.afe very comfortable ah

*

i
with the projections on vqumes and the targets and the benchmarks that we .

set for ah EBS Ah but we believe we can do that wrth less cap1tal employed o

than we thought in the past And wrth less lnvestment in network actlvmes
{ (S . 1 Lo ""i ¢ )

So EBS is commg alongjust ﬁne Ah; very lmportant for us and we te N

comm1tted to it and I'm personally very, very comfortable w1th where we’ :

stand. -,In fact, pretty optu_nlstle abo‘ut it. And agam" our strategy inthe . . -

L e
- B

bandwidth business ah was predlcated on a;surplus of supply and a declirie in .

prices. Ah, we areina situation where we f:_learly have a surplus in supply and o

we have real fast declining j;rices. So that‘s:g'ood. In fact, that's better for us “ ]
L . ,..l;?_.-. 43. . o ) e -; .
as time goes oh So EBS is looking' good. We look at.our core businesse's ah -

“we told people a dol]ar seventy "to a dollar sgeventy five for th1s year We are -

very comfortable w1th the dolIar seventy for toa dollar seventy ﬁve for th13 o

- e *

year and for the quarter as- I mentloned in each of those busmesses ah we feel

- we've made great progress Now let 1 me address some of the noise. Ah one

-
g e A L

plece of noise was well the PORTLAND GENERAL sale That 1s true Ah I

ey

‘ . S & . -., e o
: = ¥ . P e c e
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would give only about a five percent probablhty that the SIERRA PACIFIC

P
purchase of PORTLAND GENERAL will ;be consummated There is stlll

some work belng done on it. There sa chance that that will happen Ifit does |
~not happen, and this is very 1Inportant, that is in fact _credlt positiveto

ENRON, Ah, if you lodk at the cash genemtton’otPORi“LAﬁD GENERAL

it is credit positive to EdNR(;)N.so I'm not in;a'pafticnlar rush to get itdo'ne.'l'ln '

think strateglcally it would have been helpful but in terms of balance sheet

{-1

performance and earnmgs performance it has no nnpact In fact ah it would

+

ah analyst conference in J anuary, ah 1f you Eemember I sa1d that we were
_going to have a lot of n01se about India. Ah we have a s1tuat10n where’ the ah,
the ah off-take ah contract is under pressurel' ‘We have a government

gua:antee for the off: take ah as you would expect when that happens there-s a
are in a bad posmon there W e have strong!contracts and guarantees and ah
we believe that we w111 preva11 in- Indla Anicl I'm very confident of that. Ah,
California. ’I'he California mtuatron contmues in terms of credlt exposure

. Our,_Cre_drt 'exposu_re 1n_-Cahfor‘ma ha_s actually droppe_d.. 'Ah, we continue to, -

+

Y

"Lt

-

s*" _'

t1;l

e o

P

be ah somewhat positive ah if the transactlon does not oceur. Indla ah at the ) "

L3

lot of noise. And there wrll be more noise, but again we do not feel that we

& -
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have um more than ample reserves in our oplmon to support 'that"pio‘s:ition.
And so regardless of what happens in Califiornia tite'ctollar seventy' to a dollar |
seventy five number for the year I think lo(;ks great. I}h,'balénce sheet. | As
some people say, well does ENRON have t{o issue equitiz? Ah, I think I'can_'.be

absolutely conclusive on it, on this from a t‘;_redit standpoint there is absolutel'y

-

no need to issue additional eouity either this year or for the foreseeable future,

Now I will tell you, there is'some, sto_ck options and things that _get ‘riggered,
. : . SR ’ : : -5: L

so there will be some additional shares ah rflated there. . We have some’

financing vehlcles with de minimus share requlrements ,but who knows if -
there san acqutsmon we mrght put some st?ck 1nto an acqulsltlon -Not that

%

| there S anythmg planned but that who knows what can happen dunng the 3 year

!
© But from a credtt 'standpomt .there isno need for us to issue eqmty thls year or

the foreseeable future uh to meet our credrt targets So that's the comments
.‘4 .

‘_ on the noise. Now [ thmk wrthm the noise: gets hldden some thmgs that are I

i
Fo -

think some very posmve thmgs that are gomg on inside the company that ah

-

ah I just wanted to share wrth you that ah kmd of surpnsed me as up51des as

*,
we look forward The LNG market looks very attractlve Ah, we're makmg I
I - . :_- * _'u.
think a lot of progress there We have actually transacted ah thus far this year,‘ -
.9 S ) Co
- L

& e
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i

fifteen spot cargos of LNG. Ah, this is up from v1rtually nothing ah last year

We are very interested in this busmess I thmk 1t has a great ﬁlture Ah people

£ L

: ! . .
.may not know this but we actually have aecess, we have optlons in- ownershrp,

~ the total of three shlp‘s,' one currently, tWO more 'that wrll be avallable w1thm .

i
the next year. We have a ga31ﬁcat10n facility in Venezuela ah that is weIl
: B!
along in the development process "Ah, the Bahamas pro;ect that you. probably
heard of looks, | thmk very attractwe and we w111 in fact start hstmg ah LNG

various LNG contracts on },_ENRO_N ONLINE later tlus_ year. Ah, so that's a

“whole new industry that given what's going on in the energy markets of North .

America 1 think can be very attractive and ENRON's got a great position "

there. We've talked about'pulp' arid paper, steel_ and some other ones that were

: : ' !
" new businesses that We're-going into. On the pulp and paper I can announce

e i .
that we are making good progress Uh we ate now. the seventh largest '

1

newspnnt rnanufacturer in the country We ve seen strong volumes and good
ot aa, :
proﬁtablhty in that busmess RealIy jl.lSt startmg on steel ah but I see good :

prospects and possrb1]1t1es there Weather s- lookmg very good As I
t

‘ mentloned IJust came back from South Amerlca Ah, the env1ronment in”

i South' America think is Very gOOd._'s Ah, ah; in _fact, there,Was a-newspaper ¥ |

L
- w1
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article, front page in the newspaper yesterday ah that they are prOJectlng severe

ah power shortages or short falls in Brazrl We are breakmg ground on

. ¥

Tuesday after the groundbreakmg ceremony outsrde of RlO de Janeiro for a:

five hundred megawatt ah facility. -It's called ah the project 1s called Electro _

- Volt, We have a number of others that we are workmg on down there. I

think we are_ well posmoned to becoime a brg player as those markets need

addit-ionhl electricity supplies in South America -So in general, core business |
isin great shape Good quarter Ah, we are h1tt1ng our numbers, we're on
> g

-plan. In terms of the norse the issues related to the n01se PORTLAND

¥ E - s

GENERAL nct an 1ssue lndta we told you there would be norse there wrll o .
1 3 . : ' ) e I
be contmued n01se We -beheve we wﬂl prevarl there Cahfornla' '»ah at ]east :

El

* from ENRON'S standpomt ah we feel that we are 1mprov1ng our posttlon

,‘: »’ '»

relatlve to. ah credit and Just the regulatory playout in Cahforma Balance

_sheet we have a strong balance sheet EN]IiON's in great shape on the .

| | balance sheet whlch is a good posrtron to he in glven this market place And - .
then we contlnue as we always do to develop new- bhslnesses ah where we

. have expertlse and where we thnlk we can lnake aha blgh 1mpact So overall A 2 ‘;{. .
ah you know ah T have ah no understandmgias why the stock pr1ce would ah . o

¥

=

,-11 S
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-
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would be in the, or was in the fifty-three, fifty-four dollars, that's just ah crazy
ah given the comparables and given what's 'goin.gnon 'in -the rest of the ‘
L
marketplace I know thls is a bad stock market but ENRON's in good shape ‘
So w1th that I w111 ah I wrll keep quiet and we'll open it up to any questlons ' '
you have. | - ¢ ; T L T
. . - ) ,-. t;, ’ ) ;-’_.'. ‘1 . . o :‘ - . - ‘
OPERATOR - At this time anyone wishing to ask a question may do 50 ‘by pressing star one
on your touch tone telephone we' ll pause a moment to grve everyone an '
_opportumty to srgnal And again 1f you hage any quest1ons please press star
. one. We'Il go to RAYMOND NILES SALOMON SMITH BARNEY. .

r

. - l
NILES - - Uh, good aftemoon JEFF Ah, thanks for that update Ah 1 just wanted to

ask about ah in the Bandw1dth tradmg, 1t's very encouragrng to see such
volume growth Ah beatmg all of the volumes for all of last year m the ﬁrst

. b . .
quarter Do you want to drve into, that ina lrttle more detarl Just rnaybe taIk S

. . lf *
to us about who you Ie counter-partres are ah ah frankly and maybe Just any

- change in sense of how the carr_l_ers_ are respondmg or participating ah in this

‘market? s N

SKILLING - Ahsure RAY, let me, I'll take a shot at thatl I actually, ah I didn't brmg the

mformatron that has the breakout of, of ah the transaction counter- parties.-
) ] i

s -

2

Lo

e s R L
%
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But my recollectxon is that it was split pretty evenly about a quarter were ah

carriers, a quarter ‘were mternatlonal telecom compames -a quarter were
3 ,

u-l,

marketers, and another quarter were ah varlous network serv1ce prowders

And I think; that's, that's about the split. We ve transacted thh v1rtually

everybody in the 1ndustry at thlS pomt Ahg‘ maybe for some of them 1t's Just*

they want to see how th1s works Ah, but I Ithmk for most of them they see

this now as an 1mportant ah growmg ah way 7 of doing busmess In'terms of e

the vo]umes, the volume growth is really is pretty stunmng The ﬁrst quarter
“'P' . { [
of the year 2000 we d1d three transactlons }We d1d twenty three second

quarter, ﬁfty-mne third quarter ah 236 fourth quarter and as I sard we'll be
=
somewhere in the range four hundred maybe maybe more than ﬁve hundred

So ah I think we're seelng some a real uptlck Just in general ah tlns R
marketplace is gomg through a very tough time. L1 Iook at thrs as the natural

gas business in the mld elghtres all’ over aga%m Ah, there 1s a meltdown ahin
C e o . 2 L
prices. T.here is way too m_uch sup_ply and ah you can chang_e*the w_ord ah

. “
P
&

. fiber and you can;'putl in _th3-w3rd natural ga}sand, and go back in time‘to 1986. ..

. . .,'1._ o . f'.’_l, A . o, Yo iy . L
It's almost identical. Ah this is exactly the sort of market where people need

ﬁnancmg and they need revenues And the only way you can get ﬁnancrng

iad LT »_,_
- e
:

13
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and the only way you can get revenues'in 'this so'r't-of amarket is t6 create an

open competltlve market for bandwidth so;you can get forward prlces and you

- can have an open market for sale of excess.or surplus capamty And so I think

this is going to accelerate ah the opening of the r_narket. So I'm, I'm feelmg_

very good about the posmon of bandw1dth nght now " }'
j -

5}.

So all the parts, as far as the partlmpants all those klnd of, well known . 5

- . : &r :

household names of the telecom industry a;g’e now ah act_lye, or at least__f
beginning to participate in the market. e

“& s Y 4 - ] . . . e,

--_,,. Lt

| -telecom player every major telecom playergm North America and probably .

| y 07 ) s
: w1th most of them in Europe nght now. |’ S L
Okay, great. Thank you o S e r .¢ Ny
’ 4 . -~ .~ ' o
- 'DONATO: EASSEY MERRILL LYNCH. ; > R R

Yeah; as I said RAY, We have ddhe'atra;nsactritm I-would imagine' with eve‘ry =

Good afternoon JEFF and thanks for havmg thls call as well. But rnore from a .

i
macro standpomt you know you 've had tlus phllosophy of bemg an asset llght

. - - -.r' .- } =+

exp101t§t1ve kind of a, a strategy an_d I'm _]USt ,cunous, has any of that changed -

in given the you know the_"tiiarket;ﬁert_xework that we are in right now that
seems to be paying you know, much more aftention to nuts and bolts and .

R Mo
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. meat-and'potatoes kind of an environment 1s my number one question, And
i

then one of the ones that we continue to get-and we know that you're trading '
each and overy day in your net neutrat position if you will, but there is a'lot;'of

in.

‘concern as you lock up more and miore of these ﬁrm oontracts, that you ¢ could-
be exposmg yourself tos some klnd ofa sho;'tfall if have an mordmately hot ah

- summer where we are we know, you know ah, ah demand loné and supply
short i in power And you know, rs there anfrthmg that you can prov1de us and

the assurance side from a value at nsk standpolnt or just the overall

: management of the book etc that says youi know, you've got thJS thmg well -
) \ in hand? So, those arelmy: two main ones and I have a follow up if [ may: .
Thank you. . o .
_ : | ; | SN
SKILLING -" Okay, yeah first on the asset llght ah, it's phllosophlcally, I mean, Imean you

3 :
7 know where ['m cornmg from DONATO I mean phﬂosophmally I believe that :

~the day of the big vert1cally 1ntergrated ng1% capital 1ntense busmess models

is, 1§ over And you Just see 1t when you see the kind of fast changes we, we -
i

' have in the marketplac’e. If you aré stuck w1th a whole bunch of -.concrete that
t

you can't move when the markets move I thmk that's, that's a blgger risk to

L =‘4..%.'=', o 4

‘me than any other risk you can take in the marketplace today Now I will tell

- g . ' L8
oy | L3 .
. .







