Enron Communications, inc.
210 S.W. Morrison Street, Suite 409

. Portland, OR 97204
/e? ' (503) 464-3500
' Fax (503) 464-2042
o N ax
Endless possibilities.

MEMORANDUM
TO: Jeff Skilling
FROM: Joe Hirkao””
DATE: September 30, 1998

SUBJECT:  Deal Approval Sheet

Attached is the Deal Approval Sheet for the Modulus transaction, as we discussed. We
have signed a Letter of Intent. [ would hope to move forward and close it by the end of
the month. As you know, the Board has already approved this transaction.
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ENRON RiSK ADDLDDLVLLL‘ I Vs VA B U O
JEAL APPROVAL SHEE"

DEAL NAME: Date DASH Completed: 9-24-98
Modulus Acquisition > . RAC Analyst:

Counterparty:

NA

Business Unit Originator: : Investment Type:

Joe Hirko — Enron
Communications, Inc.

Expected Closing Date: Capital Funding Source(s):
Expected Funding Date: Balance Sheet

OPublic OPrivate .

CMerchant  OStrategic Board Approval:
OConforming ONonconforming 8 Pending O Received

O Denied 0O N/A

DEAL DESCRIPTION:

The strategic acquisition of Modulus, a Houston-based messaging software company. Modulus has developed industry leading’
distributed computing tools and is a technology leader in message-oriented middleware and publish-and-subscribe technology.
Modulus is a pioneer in enterprise push technology and in applying high availability and fault tolerance capabilities to
middleware products. Modulus' software product. the InterAgent Toolkit, provides a comprehensive range of message-oriented
middleware capabilities through a proprietary architecture of intelligent sofrware agents that efficiently handle the routing of
information throughout mixed platform and network environments.

Completion of this strategic acquisition will allow the accelerated development of a proprietary software platform. enabling
Enron Communications to offer inteliigent nerwork services over its national wide-area nerwork. Furthermore. Modulus
sofrware is a critical element of the bandwidth trading business plan. Modulus® existing proprietary “middleware™ sofrware
enables different software platforms (operating systems) to communicate freely while also providing management capabilities
. such as intelligent command partitioning, routing priority, use statistics, inter-system equipment communication, and other
intelligent systems capabilities. The existing proprietary software of Modulus will be developed further to enable EC's
intelligent network and provide operating efficiencies. The acquisition of Modulus is critical to the strategy of EC as t creates
a significant point of differentiation from the competition.

SUMMARY: (note ~ eacit instrument must be sliown — options must be shown separately)

(5000
Capital Commitment: $30,000,000 Weighted Average Life (yrs.):
Bid Bond Amount: NA ’ Risk free rate (%o):

PV @ Cumulative

Return Components Capital Price IRR
Cash Outflows . ° (50) -
Fees $0 0%

%

Intermed. Cash Flows S0 0%
Terminal Value S0 0%
fTotal NPV S0 0%) | RAC CAPITAL PRICE: % |

EXISTING EXPOSURE: NA
If transaction is with a counterparty with whom Enron has existing investments, indicate the total exposure by leg and any
changes in value resulting from the contemplated transaction (e.g. dilution)
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KAC Deal Approval Sheet T V' Name:
KEY ASSUMPTIONS/DISTRIBUTIONS

RISK DESCRIPTION MITIGATION/COMMENTS
Modulus software not optimal for Software’s does not function in EC’s | Modulus’ current technology can be

Enron Communication’s future
applications.

network as anticipated.

added directly to provide first-level
intelligent nerwork services such as
system information routing and publish-
subscribe. ECI and Modulus’ engineers
are confident that Modulus technology
can be modified to provide all planned
Intelligent Network services.

Obsolescence

Modulus software becomes obsolete.

Although other firms offer the same
services as Modulus, Modulus® software
is generally regarded as the best in the
industry. No other company currently
developing this type of software has
identified its potential use in @ WAN-0S
scenario.  Given this, ECI (and the
Modulus  software) will enjoy a
significant first-mover advantage over
competitors who wish to install a similar
software on their networks. Also. the
Modulus software is designed (and can
be upgraded for new enviroaments) to
interact within numerous  operating
environments further mitigating the risk
of obsolescence.

Retention of key personnel

Personnel key to the development of
future software needs may leave EC.

Appropriate retention scenarios refated to
the acquisition pay-off are being
considered that will provide incentive for
employment.

Low demand for Intelligent Network
Services.

Demand for services enabled by Modulus
software will not be as high as forecasted.

Senior Business Development staff at
ECI, with substantial experience in the
communications business (Worldcom,
MFS, US West) are confident that the
services created via the implementation
of Modulus software will be in high
demand throughout the industry.

OTHER RAC COMMENTS:

D:\new dash form.doc
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RA.C Deal Approval Sheet

APPROVALS:

RAC Management

Enron Capital Management
Business Unit Originator
Business Unit Legal
Business Unit Mgmt

ENE Management

Di\new dash form.doc

Name

>

John Hopley

1 Name:

Signature

Date

Andy Fastow

Joe Hirko

Steve McCarrel

Ken Harrison

Jeff Skilling
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