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fholds this group out to Wall Street as an empowered separate control function. It is siill not empowered or
separats from the influence of the commercial side of the Company. If you go back to 1998,1897,1998,1999,
and part of 2000 RAC was not able to lurn a deal down nor was it given the appropriate time to even raview a
transaction. Fair value accounting and aggressive mark-lo-market treatment has put Enron in the position its in
today(E.l. assets, merchant partfolio, EES problems). Enron should separate and further empower RAC's
impact on transactions. f RAC turns a deal down it should not go through an ENE Office of the Chairman for |
approval. It should go to a broader management commitiee for approval. Again, If execullve management can
not say na lo a lransaction for what ever reasans (immediate earnings needs, then the process Is self serving).
{ believe If you address this area coupled with the incentive compensaltion of the company, you will make
inroads in establishing credibility with Wall Street and the financial institutions. They are knowledgable of our
probiems more than we think. o

2) | believe internal empolyee morale and the PRC are directly linked. The PRC process has been a negalive
particularly when mid year feedback is givan on August 31(this year) and yaar-end PRC starts in November,
Last year my Mid year review was two weeks after my year end PRC review process siarted. What a joke. |
also beliave lhere is a class/benefil issue of commercial-commercial support that exsists. Front line commercial
winners raceive the benefit of supporting persanal and systems that provide a franchise to transect araund.
There needs to be balance in recognising who creales value for Enron. Maving people around is healithy but
what has occurred over the last 2 ysars is a big negative. We have lost alot of good people and lost credibility
on campus.
3) i slilf do not understand what sr. management and the baord was thinking when allowed Andy Fastow to
establish LJM. Do we think we are beyond approach? This was clearly a conflict of interest! I'm concerned that
the Board, Sr. Management and Andy did not think this was a conflict, anticipate the disclosures and rasulting
fall out. This was another example of Enron's self serving environment.
4)At some point Enron will need to focus on quality earnings and not 125 transactions or aggressive long dated
commodity deals which we hold all the controls on. This type of activity should not be encouraged. It should be
an extreme event. _
5) If Enron is going lo invest capital in companies or buy companies it should be done with experienced
Investment people with years of real successful experience. Not in experienced people that have never made
an investment or run a company before, Also hold them accountable and compensate them when the value is
realized.
6) This organization has no idea on cost cutting or the concept of prudent spending. We tak about It but do little
about it. Unless of course we need to terminate an entire company or group. Healthy operating groups are not
challenged lo be efficient or cost focused. Offsites, daily catered breakfast, redundant groups, movas,
remodeling the list can go on and on. Every dollar we save from excessive spending can go to the boliom line!

& | don't think we have really had a forum for employees to share their ideas with management on different topics-
Iike the committees we had at'one time. Cindy Olson was always listening 10 what employees are saying and
asking people 1o serve on committees to enhance change. Wa haven't done much of this lately.

} don't think we really embraice the vision and values at Enron - wa talk a great game, but we don't walk lhe
walk., We reward and promote people based on the risks they take and the money they make for Enron, but we
consistently promo':fz people to high levels within Enron who treat others like trash. Saveral of them are on the
management committee- Whalley; Kitchen, Koenig (& Rieker), Lavorato, Shankman, 1t really sends a loud and
clear signal to the rest of us, [t is not that the aforementioned aren’t extremly smart, talented and great for this
company, but they aren't the "whole package”. Ken Lay has never treated any amployae disrespactfully. bul he
continues to promote people who do. | think this says something to everyone about how differently this
company will be run following his departure.

t also question many of our business athics and it makes il very hardnlo work for this company and defend us to
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Andy Fastow

Response

& 1) The historic compensation for commercial management and origination encouraged taking undue risks while
at the same time allowing them the abilily to approve thelr own transactions. This was truly a self serving
environment with no accountability. Many of thess managers have left/fired from Enran, (but much wealthier at
Enron's curtent employees and shareholders loss). The centralized Risk Assesment and Control process was

- and Is still a joke compared to other financial Institutions with similar risk profiles. Senior Management held

EXH063-00359



Andy Fastow

Response

others. | think wa ptay toa much in the gray areas. | don't think we are wrong In the California situation, but it
certainly makes me wonder what | don't know. | can't defend us when | know we pride ourseives on bénding
the rules to meet our needs. | question Fastow and the LJM deal. | realize that it is legal, but I think it walks ar
ethical line when out CFO persoanally profits from an Enron deal like that. 1t warrants external attention.

I think we need to take a look at the way IR has handled our stock price drop. | don't think our “logistics
company” message has worked AT ALL. None of us even understand it, so | don't know how anyone else can
not customers, not analysts, not the media.

Wae reslly have some good guys here at Enron too- Frevert, Sherriff, Kaan McConnelt, Horton... they wark har
and follow the vision and values.

| think lha issue is that if we aren't ALL going to follow the V&V, then just get rid of them and quit touting them.
Be clear with what the rules are 1o move ahead in this company. .

i ' EC2 000046238
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Dave Delainey

Response e

@ Compensation needs to be linked to longer term performance where appropriate (originators get some of
origination up frant, but the bufk of it based on the performance of the transaction they originated over a couple
years)

' Need at least a rudimentary risk system built and functional for all new businesses. Make sure there Is a real
check and balance (EES had a risk group on paper before Delainey, but due ta management make-up of
origination sKills, it was not functional)

inside morale and outside confidence will easily follow if olher improvements happen.

@ Of my many years of service at Enron, 2001 has been the most challenging and disappointing. After the
announcement of the new vision and reorganization, the EES organization was held hostage for over six
months while mansgement decided how to deploy this'new arganization. All past history and good ideas and
work are regarded as "the spewn of the devil child". | want to state that | know thal Dave Delainey has the right
idea for the company, but the execution of his vision has been tortuous and inhumane. Rather than
determining in March that we needed to make reductions and taking immediate action, management hid behind
the PRC system and dismissag employees for performance,

The PRC was nothing bul 2 good old boy system at it's worst. it was nothing more than a rubber stamp of the
perception of oaur abilities by the new organization. . My review stated nothing of my feedback or
accomplishments but rather mada vague statements that provided neither guidance nor objectives. [t appears
that the people who have nothing better to do than showcase themseives to their management succeeded
while those who actually kept their heads down and worked were pushed into the lower categories. | believe in
meritocracy but it should be based upon actual resuits not sormeone's perception of personalities.

Senior management, specifically Evan Hughes, has been extremely unprofessional and insensitive lo the major
changes that have occurred. Evan stoed up in a meeting of over eighty people and said varbatim: "if you don't
iike it, leave.” | do not befieva that this reflects Enron's vision or valuss.

In January 2001, | was one of Enron's biggest cheerleaders. 1could not say enough positive words about our
vision, our employees and my job. In August 2001, | am contemplating how high the stock has to go before |
can exit. This change in alitude saddens me.

& Inlight of our published "values” raspect is one of the ma]or challenges our managament team should
concentrate on. While | did not selact the disparity between commaercial and non-commercial as a top 5
chellenge, some of our lower level commercial managess (Dlrector thru VP)could utilize a bit of humility.

Those who have excelled and are excellent rale modals include Mark Frevert, Dave Delainsy, Mike McConnell
and Janet Dietrich.

Our employee henefils lmplementors could use improvement, it's difficult to get the right answers at the right
time when one needs to make changes outside of open enraliment.

& After seven years al Enron, | am saddened to share that | have bean contemplating leaving Enron after the
hellish EES reorganization. Enronians were treated
with little to no respect during the redeplayment/reorganization process. While | strongly gree with Dave
Delainey's vision for the future, 1 believe that
the treatment people have received has been unacceptable and counter to the Vision and Valies Enron
proudly displays in uqne lobby. The morale here is at an all time low and it's become an incredibly depressing
place to work.

My hope is that Ken and the new management team will rescue us from the abyss. Save us!

TC2 000046239
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Greg Whalley

Response

@ 1. | think Jeft Skilling's biggest problem was that, despite all the media blitz, he was not a charismatic leader,

&

like Ken Lay, Les lacocea, Herb Kellerman. Enron used to have VERY charimatic leaders that the employees
loved like Ron Burns and Rich Kinder. There are no longer leaders of that ilk here in Enron, External

- customars would hear Ron Burns speak at industry functions and call to say "l want to work for that man!" Jeff

Skilling could not engage that charisma with the media or with the employees. Greg Whalley is even worse.
I've worked with that man for six years. He is mean-spirited and hateful to employees. | have seen him be
mean just for sheer enjoyment. He has no charisma, In fact, outside peers have commented on his nastiness
to customers and employees afike. | think you're moving in the wrong direction by selacting him,

Furthermore, something must be done about PRC. It does nothing but demoralize and produce the aggressive,
nasty environment that makes most employees leave. Firsl, it undermines the first line manager, who may feel
the employee Is doing a great job. Second, while it may produce the competitiveness that Enron strives to gain,
it also produces an aggrassive, back-slabbing, unconstructive environment that is too difficult for most people
to exist in. (In short, only the nasty survive!) ‘ . )

Finally, | work In risk management, | have seen VP's and trading directors make up a number, call down to the
risk managers and say, this is what | want to report today. Move the curves 10 maka it that way. | have seen
directors tell traders to move curves in outmonths to generate income that the traders did not believe was real.
I have seen traders leave Enron because Enron tampered with the "ethies” of the curves, and | have seen the
trading directors deride tradars who tried to stand up to his ethics. ! hava seen trading directors instruct book
parsonnel to boost volumes on long term deals that aren't there to generata quarler earnings, only to have to
reduce those actuals later down the road. It's unethical, and as a stock holder, | can understand industry
skeplicism. .

1. Stap rewarding people for doing HORRIBLE deals (Pal-EES,Rice-Broadband, Whallsy-Metals, Sutton-
Dabhol, Mark-Azurix, ete.), and spread that compensation around the company to lower level employees.

2. Be more straight forward with our earnings to the analyst community.

3. Give the pipeline group some credit for what they'va built, maintained and grown lhrouéh the years,

| believe the biggest problem we have at Enron -- and one of the top reasons why morals is so low -- is the lack
of values in our management. | think Ken Lay lives the values, but | don't see the same commitmant in other
management members. For example, some of the worst abusers of our values are on tha Culture Commiltee -~
like Beth Tilney and Dennis Vagas. How can we trust management when the very people that are positioned to
live our values are the worst offenders? | have to also say that Greg Whalley scares me for the company. While
I'll giva it to him that he's brifllant, | can understand why the stock went down afier that announcement. | am,
however, thrilled to have Ken back at the helm again.

First, | think selecting Greg Whalley as a replacement is a terrible mistake. He's a mean-spirited, foul-mouthed
man. Envon employees hate working with him and | can't imagine that he would improve Enran's reputation of
being overly-aggressive. In fact, he Is the poster-boy for alf the bad things said ebout Enron. This needs to be
rethought. | know he is a brilliant man - he just is not a leader. He had no personal charisma that inspires
leadership. .

Second, the PRC needs 1o be eliminated. There HAS to be a better way to award bonuses that demoralizing
employees and undermining first line manegers. PRC just creatas a hostils, mean-spirited environment by
overly-aggressive emgloyees who step on nice, ethical people. {It's alot like the elevators. Aggressive people
will walk up from the back and step in front of people who'd been wailing a long time. Most polite people don't
object but they end up’standing in the lobby. It's symbolic of what the PRC is like. Are the aggressars that
push past everyone better workers and deserving of more bonus money?) Like President Bush said, "We need
a kinder and gentler Enron”. Paople no longer want to work here because of the aggressive, hostile
environment and the only people who stay (and thrive in this environment) are mean-spirited people.

Some people in senior management positions may be good at the deal, but have little leadership ability (e.g.,
Jim Fallon, Grag Whalley, Kevin Hannon) while the true leadars go unnoticed {e.g., Stan _Horton. Rob Walls,

Tharsduy, Seprember 86, 2001 . EC2 000046240 Page 4 of 38 )



Greg Whalley

Respanse

Mary Joyce). N

@ | don't think we have really had a forum for employees to share their ideas with management on different topics-
like the committees we had at one tims. Cindy Olson was always listening to what employeas are saying and
asking people to serve on commiltees to enhance change. We haven't done much of this lately.

I don't think we really ambrace the vision and values at Enron - we 1alk a great game, but we don't walk the
walk. Wae reward and promote peaple based on the risks they take and the money they make for Enron, but we
consistently promote people to high levels within Enron who treat others like trash, Several of them are on the
management committee- Whalley, Kilchen, Koenig (& Rieker), Lavoraio, Shankman. it really sends a loud and

- clear signal to the rest of us. It is not that the aforementioned aren't exiremly smart, talented and great for this
company, but they aren’t the "whale package”. Ken Lay has nevar treated any employee disrespectfully, but he
continues to promote pecpla who do, | think this says something to everyone about how differently this
company will be run following his departure. L. , .

I also question many of our business ethics and it makes It very hard to work for this company and defend us to
athers. | think we play too much in the gray areas, | don't think we are wrong in the California situation, but it
cerainly makes me wonder what | don't know. | cen't defend us when I know we pride ourselves on bending
the rules to meet our needs. | question Fastow and the LUM deal. | realize that it is legl, but | think it walks an
ethical line when out CFO personally profils from an Enron deal like that. 1t warrants externat altention.

I think we need to take a fook at the way IR has handled our stock price drop. | don't think our “logistics
company” message has worked AT ALL. None of us even understand it, so | don't know how anyone else can-
not customars, not analysts, not the media. .

We really have some good guys here at Enron too- Frevert, Sherriff, Kean, McConnell, Horton... they wark hard
and follow the vision and values,

. I think the issue Is that if we aren't ALL going to follow the V&Y, then just get rid of them and quit louting them.
Be clear with what the rules are to move ahead in this company.

. | EC2 000046241
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Janet Dietrich

Response

@ Inlight of our published "values" respect is one of the major challenges our management team shouid.
concentrate on. While | did not select the disparity between commercial and non-commercial as a top 5
challenge, some of our lower level commercial managers (Director thru VP)could utifize a bit of humikity.

- Those wha have excelled and ara axcellent role models incfude Merk Freveri, Dave Dslsiney, Mike McConnell
and Janet Districh.

Our employee benefits implementors could use improvement, it's difficult to get the right answers at the rlgl;t
time when one needs to make changes oulside of open anroliment.

, EC2 000046242
|
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Jeff Shankman

Response

& 1don' think we have really had a forum for employaes to share their ideas with management on different topics-
like the committees we had at one time. Cindy Olson was always listening to what employees are saying and .
asking peopls to serve on committeas to enhance change. We haven't done much of this lately,

| don't think we really embrace the vision and values at Enron - we talk a great game, but we don't walk the
walk, We reward and promote peopie based on lhe risks they take and the money they make for Enron, but we
consistently promote people to high levels wilhin Enron who treat others like trash, Several of them ara on the
management committee- Whalley, Kitchen, Koanig (& Rieker), Lavorato, Shankman, it really sends a loud and
clear signal to the rest of us. It is not that the aforementioned aren't extremly smanrt, talented and great for this
company, but they aren't the "whole package”. Ken Lay has never treated any employee disrespectfully, but he
continues 1o’ promote people who do. 1 think this says something to everyone about how ditferently this
company will be run following his departure. )

| also question many of our business ethics and it makes it very hard to work forthis company and defend us to
others. | think we play tos much In the gray areas. | don't think we are wrong in the California situation, but it
cerlainly makes me wonder what | don't know. | can't defend us when | know we pride ourselves on bending
the rules to meet our needs. | question Fastow and tha LIM deal. | realize that it is legal, but | think it walks an
athical line when out CFO personally profits from an Enron deal like that. it warrants external attention.

1 think we need to take a look at the way (R has handied our stock price drap. | don*t think aur "logistics
company” message has worked AT ALL. None of us even understand it, so 1 don't know how anycne else can-
not customers, not analysts, not the media.

We really have some good guys here at Enron foo- Frevert, Sherriff, Kean, McConnell, Horton... they work hard
and follow the vision and values. : .

| think the issue is that if we aren't ALL going to fallow the V&V, then just get rid of them and quit Iov.iting them,
Be clear with what the rules are to move ahead in this company.

; ' EC2 000046243
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Jim Fallon

Response
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@ Some people In senior ma
Jim Fallon, Greg Whalley,
Mery Joyce),

——— .
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-John Lavorato

Response

@ [am currently in redeployment and have felt like | have been able to get an Interesting view of the company
currently, having had discussions at all levels of the the company and most every major group. What | will lay
out is the current view of Enron which was assembled over the last month. The conclusion | came to may be
obvious fo many, but was a learning experience for me. The discussions were had under the auspices of
looking for a senlor origination position for a person with a 17 year background in the gas power business from
the trading and finance side. Alll have talked with feel that we are a very different company than we were two
years ago (which was when | staried at Azurix). The thought right or wrong is that the orginal core group that
made Enron what it is is todey made their money and have left cne way or another. The new group is very
bright, but currently doesn't have the strategic capabilitias that others had before them and there has been a
large gap Ieft by Jeff leaving. Related to skill sels it is felt that trading is very much the earnings driver for the
company albelt traditional and strucuctured trades, and no ona can aqual our market information, Although for
this reason, in Enron North America originators have had to take a distant back seat to the traders based an the
relative earnings each has made and will make this year which is supported by Kithcen and Lavorato and isn't
surprising based on their {rading backgrounds. if you want to do origination the groups to look at are EES and
EGM, and the need for arigination still exists although it Is hard to compete with the big profits trading is making
on a corporaie wide basis, We also preach being entrefintrapreneurial and taking risk, but the time from for
how much risk one can take doing that has shrunk to the length between PRC reviews e.g. 6 months . The
message I8 If you don't have a long history with the company, but like building businesses stick to startups you
can make money for within months or you are at risk. In PRC reviews the more senior you get it is all about
dollars brought in and all else has minimal impact. It reminds me of my Marine Corps day when the success
of the mission (e.g. MTM value obtained) was all that matter and casuallies sufferred along the way ware
expected. | don't feel that any of this is necessarily bad, but rather is the state of where we are today compiled
from one persons perspective, | very much feel that Enron is a great place to work for those who {hrive in the
environment we have established, and | expect to be In a new group within the next few weeks. [ am optimistic
about the companies future and our ability to overcome’this down period. In general it appears we have gotien
a little more Darwinistic at least In the front office over the past few years, and therefore if that was the intention
then we should embbrace it and recruit accordingly. If not then change will come by design or by default.
Either way | think we are all happy to have Mr. Lay back. | would be happy to expand further if helpful David
Pruner 713-648-8329,

@ | don't think we have really had a forum for employees to share their ideas with management on different topics-
like the committees we had al one time. Cindy Olson was always lislening to what employees are saying and
asking people to serve on committees to enhanca change. We haven't done much of thiglately. .

I don't think we really embrace the vision and values at Enron - we talk a great game, b?.lt we don't walk the

walk. We reward and promote people based on the risks they take and the money they make for Enron, but we .
consistently promote people 10 high levels within Enron who treat others like trash. Several of them are on the
management commiltee- Whalley, Kitchen, Koenig (& Rieker), Lavorato, Shankman. It really sends a loud and
clear signal to the rest of us. it is not that the aforementioned aren't extremly smart, talented and great for this
company, but they aren't the "whole package™. Ken Lay has never treated any employee disrespectfully, but he
continues to promote paople who do. | think this says something to everyone about how differently this

company will be run following his departura,

| also question many of our business ethics and it makes it very hard to work for this company.and defend us la
others. | think we play too much In the gray areas. | don‘t think we are wrong in the California situation, but it
certainly makes ma wonder what | don know. | can't defend us when | know we pride ourselves on bending
the rules to meet our needs. - | question Fastow and the LJM deal. | realize that it is legai, but | think it walks an
ethical line when out CFQ personally profits from an Enron deal fike that. It warrants external attention.

I think we need to take a look at the way IR has handled aur stock price drop. | don't think our “logistics
company” message has worked AT ALL. None of us even understand it, 50 | don't know how anyone sise can-
nol customers, not analysts, not the media.

and follow the vision and yalues.

We really have some good guys here at Enron too- Frevert, Sherriff, Kean, McConnell, Horton... they work hard

EC2 000046245
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John Lavorato

Response

[ think the issue is that if we ar.en’t ALL going to foﬁdw the V&V, then just get rid of tﬁem and quit touting them.
Be clear with what the rules are to move ahead in this company.

: EC2 000046246
|
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John Sherriff

Response

& |don't think we have really had a forum for employees to share their ideas with management on ditferent fopics-
like the committees we had at one time. Cindy Olson was always listiening to what employees are saying and
asking people to serve on committees to enhance change. We havan't done much of this lately.

"1 don't think we reatly embrace the vision and values at Enron - we talk a great game, but we don't walk the
walk. We reward and promote people based on the risks they take and the money they make for Enron, but we
consistently promote people to high levels within Enron who lreat others like trash. Several of them are on the
management committae- Whalley, Kitchen, Koenig (& Rieker), Lavorato, Shankman. [t really sends a loud and
clear signal to the rest of us, It is not that the alorementioned aren't extremly smart, talented and great for this
company, but they aren't the "whole package". Ken Lay has never treated any employae disrespectfully, but he
continues to promote paople who da. | think this says something to everyone about how differently this
company will be run following his deparlure.

| also question many of our business ethics and it makes it very hard to work for this company and defend us to
others. | think we play too much in the gray areas. | don't think we are wrong in the California situation, but it
certainly makes me wonder what t don't know. | can't defend us when | know we pride ourselves on bending
tha rules to meet our needs. | question Fastow and the LUM deal. | realize that it is legal, but | think it walks an
ethical line when out CFO personally profits from an Enron deal like that. It warrants external attention.

i think we need lo take a look at he way IR has handied our stock price drop. - | don't think our "logistics
company” message has worked AT ALL. None of us even understand it, so | don't know how anyone else can-
nol cuslomars, not analysts, not the media,

We really have some good guys here at Enron too- Frevert, Sherrlff, Kean, McConnell, Horton. . they work hard

i
|
i
|
|
|
|
|
l ) and follow the vision and values.
i
|
|
|
|
|
|
|
i

1 hink the issue is that if wa aren't ALL going 1o follow the V&V, then just get rid of them and quit touting them.
Be clear with what the rules are to move ahead in this company.

& 2things | don't like about Enron 1. There is a lack of ‘doers.’ From my view the company is full of talkers and
salesmen - these are imporiant, but we are overrun with them. 2. John Sherriff tatks about being both 'locse’
and "tight' to aliow flexibility and yet retain control. | don't see enough of the tight. Systems and procedures are
not bad things when applied appropriately.

EC2 000046247
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Ken Lay

Response

. @ lam very please that Mr. Lay is back.

@ ! cams froni a Big 5 environment where eValuauons were also key 1o the organization for promotion,
compensation and work assignment reasons. | participatad in our evaluation commitiees every year and also
was part of an executive team involved in the redesign of the program. Following are dteas where | clearly
beliave that our systern was superior:

- We also had a 1 to 5 rating; however, our bell curva did not require forced rankings for 4 and 5. The thought
was that underperformers would be coached cut so they should not bs included in the bell curve. Many of
Enron’s 4's are good performers that just got forced into that rating because we had to mast the curve.

- Also, we had 2 different bell curves at my former company; 1 for managers and abova and the other for staff
below that level; the thought was that for managers and above we would expect more 1's and 2's as they had
generally been with the company awhile and had developed into very strong performers (others had been
weeded out along the way)

- The other system also had skill sets Iaid out for each level in the organization broken out by 5 main areas
{communication, technical, industry expertise, people development, and client service). For each of the 5 main
areas, there were a numbar of skill sets that the employee had 1o acquire before he/she could advance. Using
this systam, we were able to help coach people on whal skiils they needed to advance o the next lavel.

- Enron's system goes through full evaluation twice a year however there doesn't appear {o be any value add
from the mid year review; my former company’s mid year review was used to identify poor performers and help
gel them back on track and ta identify superstars to help ensure they were given the opportunitias needed to
get promoted to the next level by year end (this process Is a Iot leas lime consuming but does have the value
add because we were not 25 interested in raling each invidual at mid year)

- the "¢lass system” (commercial vs commercial support) makes the PRC function less meaningful becausa
even those in commercial support who are closest to the commereial group fare best in the PRC

- finally, | was discouraged by the most racant PRC process because aftar the process was over | heard that
the VPs in our group had met prior to any of the PRC meetings and preranked everyone in their 3 groups; there

, was even a spreadshaat that one of my peers had that showed where everycne fell out; why go through having
all the meelings if there are going to be prerankings?

Over the past year or so, | have had much less autanomy in performing my work and feel that management and
peers are altempting to micromanage the work that | have been doing, successfully and mare or less without
much oversight, for 14 years. It wastes resources, lime and money, when | have to explain to s half dozen
people why wa should do things | used to just be able to do, and | don't see lhat it has helped the proceas. And
while | have been pressed to communicate my activities to our group and to others outside the group, it seams
to be a one-way street. Those asking for the information are not sharing any with me!

And on the subject of communication, one thing that makes it vary difficult for me to share informatian {) am in
government affairs) is the impossible task of keeping up with the commaercial folks, who they are and who
supports them. There are no notices when folks change responsibilities and no org chart to see who might be
interested in events in"a certain région or on a certain utliity system. | hava to put tags on all my emalls “please
send to others who might be Interested” becauss | have no way of keeping track of who they might be.

I'would check the staffing lavals in government affairs. | think the recent movement to lass autonomy is a result
of having perhaps too many peopla deployed with not enaugh lo keep them all busy. Thers seems to be more
and more overlap of responsibilities, with confusion and internal politics bacoming more prevalent. And we
should review our use of outside resources in this group, and reward folks who find ways to accomplish things
without heavy rafiance on outside counsel and experts.

And in gov alfanr:l we seem to have a hard time seiting priorities. One day, a pasticular state may be taken oft
lhe list of stales we are active in, ahd tha next day | will get an urgent phone call asking what is happening there
because we have some big project we want to do there. We need much better coordination in deploying our
resources and setting our priorities and goals. It is very hard lo respond lo requests for information about states
that we have stopped following, or to jump back into the fray in a state we had abandaned. Decisionmakers
tand to discount your position if they don't think you are a long-term player In that arena.

Finally, on the PRC, | have seen lhis system destroy moraie, my own and that of my colleagues, sven when 8
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fairly decent review is given. | think we all welcome feedback, the problem is tha forced ranking of pecple” -
against one another. Particularly in gov affairs, your ranking is oftan the result of how "sexy” and visible the
projecls you are warking on are. Not everyone can be involved In California, and those wha were working on
olher assignments that are more mundane seemad to suffer for lack of visibllity or blowing their own homs,
Some of us are attorneys, others more like lobbyists and others "numbar crunchers.”" Our skill sets and
assignments are so different thal comparing us and ranking us against one another is meaningless. Keep
reviewing us but lose the forced rankings.

We have also saeen promotions of folks who are not team players, and the message we clearly have received is
that self promotion is effective, team playing is nol.

. & 1. Upper management within my businass unit is constantly changing their mind on how they want to have
information presented. Because of this, my group spends a [ot of valuable time "rearranging” the same old
information instead of analyzing data and impraving processes. .

2. One way to increase Internal cost savings would be to plan better for costly employee movas. | know of
several groups who have moved three or four time within the last six months. If a little more thought were put
into these changes, we could probably reduca the number of times employeas move and save a lot of money
on churns.

3. Glad Mr. Lay is back!!

& Enron has lost it's spirit. That comes from the heartbest of the employaes. The employess are confused and
frustrated. They work hard and then are crushed by a true casting systam with the PRC process which is not a
true evaluation of their work product. 1t can't be when you are not comparing like job responsibilities and
duties. Enron computer syslems are fragmented. Thera is ioo much emphasis put on find yous answers on
line. What happened to people talking to each other? There Is no consistency in poficy and procedures. There
is a mentality that you must work late hours and weekends to be perceived as doing a good job. Managers and
Supervisors are confusad about glving good feedback lo their employees prior to PRC. The reality is that
employaes can be doing good work and right on target with what they are supposed to ba doing
but when they are compared to other departments and different job rasponsibiiities the become lower ranked.
Performance Management is important and a necessity. Here at Enron [t creates conflict, jealousy, distrust and
a host of other work environment issues. Someone with really big arms needs lo reach out alt araund Enron
and bring it back home to B good place lo work with values and integrity in tact.

# Realignment of incentives {noled above as my #1 concern) The tremendous p:essure to generale earnings has
created a culture that rewards commercial people for closing deals where immaediate garnings can be marked.
Once the income Is taken there is little incentive for the commercial people to diligently stay with the transaction
through successful execution. We have seen many examples of this in the international asset portfolio as well
as our domestjc investment portfolio. We have also seen examples of this in tha commeadity side of the
business where income has been marked without appropriate followup to execute proper contracls. The
solution is to change the compensation struciure to pay commaercial paopie the majority of their banus upon
successful execution or monetization of the transaction not just closing the transection and taking a MTM write-

up.

¥ 1. A number of years ago, | remember you (Mr. Lay) addressed, at an all employee meeting, the criticism of the
"oil industry” of our use of Mark-to-Market accounting. | was very impressed wilti your answer, you said that
there were three important points: (2) we are not an ol company. {b) other industries use M-to-M accounting, so
we are not alone, and most importantly (c) there is very little risk because our average contract M-lo-M'ed is
only 18 months zi:ration. Belng a PHD In Economics | am sure thal you are awara that the EES 10, 15 year, or
more, contracls that were M-to-M'ed are a huge risk for Enron and that sost of accounting needs to stop with
respect to all future long-term contracts. M-to-M accounting Is fine for short-term trading contracts but results in
an inappropriate risk for both the long-term power sales contracts and EES deals.
2. | applaud the diversity of your selections for the office of the chalrman. Bui you need to alsc add someone
with a true technical background. Enron was about to become a Harvard MBA playground. A May/June 1995
Journal of Management In Engineering article; HARVARD HINDSIGHT stated the following: “...people
with...MBAs have a panchant for hot, high-paying tareers that...tum into the next investment Titanic, They
rushad into investment banking in the mid-80s & pharmaceuticals in the early 90's. Both... soon suffered
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* performance, Compuler syslems, for example, have seen a decline in MBA hiring matched with an.increase in
return (well, remember this was a 1995 article and no one pravent business cycles), The energy sector hit a
high when their MBA hiring bottomed out." .

3. 1 am sure that you (Mr. Lay) and the Enron Board know that Enron senlor management compensation In a
number of circumstances has been far beyond the contribution of that senior management to the earnings
growth of Enron. Even though Skilling brought a lot to Enron, he was a classic example of a person pramoled
beyond their level of competance as his personality was clearly not suited to CEO or Chairman (where
stockholder inlerests are important). | have never seen a drighter more destructive personality. We do not
resent your compensation Mr. Lay, nor even Skilling's past compensation. We agsuma that neither of you got
individual project bonuses. But L. Pal, J. Sulton, Rebecca Mark, Ken. Rice, and others received campensation
in 2000 that far exceeded any earnings directly attributable to their performance. It has been a huge
embarrassment o see’ persons like those being hugely compensaled due to position and/ar for bringing in bad
deals. Soma received huge bonuses for thelr ability to hide the facls from upper Management and the Board
untit it was too fate. That is the principle reason that we have $billions in intemational assets invested in projects
that are returning 0%. Too many upper management people have been warking for too many years within
Enron for their huge personel project bonus and, therafore, not working for the good of Enron's samings. The
compensation of the Enron's bisiness unit leaders must be based on solid contribulions to earnings growth
{and not greater than that eamnings growih for example L. Pal), not risky, one-off M-to-M'ed contracts, Business
unit leaders should not get project a bonus.
4. Mr. Lay, you certainly must be aware that the current accounting practices make asset ownership worse over
time. If not, you need to look into it because returns on assets get worse over time if they are not sllowed to
normally depreciate. There has been too much bending over backward to create quarterly earnings while
sacrificing longer-term earnings. | am sure that you recognize that a balence of trading and quality assets will
regain our credibility with the analysts. Achieving quarterly eamings targets, with one-off asset sales was not as
big an issue with the analysts when wa were conslantly developing new assets to replace them. Clearly Kinder
Morgan demonstrates with their 11% return on KM! equity that you can get good returns will good assets, if we
could get there (11%) with assets and add trading earnings on top of that, we could blow the competition out of
tha water. Have you and Rich Kinder talked about merging and then being co-chalrmen for 2 year. That would
be the quickest fix | can imagine for our credibility with the analysts. )
5. Mr. Lay, you need to modify the compensation of traders. | know someone who has done trades with Enron.
Wher it came time for the trade to be ralled aver or expire, that person would havae besn happy to roll over the
deal but the trader let it explre. The new deal was worse for Enron, when asked why the trader did that, the

. answar was, | get compensated for new deals not maximizing the benefit to Enron.
6. You must be aware of the devastating impact that 2 16% forced ranking system has on moral, In addition lo
the 15% devastated by their mid-term rating of 5, there has to be at (east another 15% who feel that but for the
grace of god | would have been ranked a §, what does that do fo their moral. Yes, we need {o get ride of some
persons but tha arbitrary and capricious method of ranking 2 or 3 actual performers a 5 to meet the quota is the
craziest scheme | have aver hard. Walk-tha-talk about the quality of lhe amplayees that we have here at Enran
and take quick decisive action to change this system before it is too late.
Ah, Mr. Lay, you have many challenges, but | know that you are up to it. You are well an tha road to diversity of
Enron's upper management (expatience/background) which will halp you open communication, improve
integrity, enhance respest and bring us back o excellence.

& This can be the best of doinpanies and the most cannibalistic of companies... It a titanic-sized airplane that
altempls rapid course changes and movements at every hourly weather report. The pilota(managers) ARE
then THE "lifeline” to everyone, and they simply have not even attempted to advise their "valuabie"

{consansus - inside and outside Enron is really "VERY EXPENDABLE") empioyses of a course change, etc.
So.,... the corporate reality is that the injured and dying "passengers” are “collateral damamge”. Lipservice or
ambivolence ("aid" by HR) may be “aired" (ONLY), and the “healthy soldiers" are ordered to slay focused on the
"war” - no time for other team members - there is a WAR ON! And, the "Enron Army” Is further established with
our glorification of "The Weakest Link" PRC moadel reaching new heights vearly. Frankly, itis to a new lgvel of

Ken Lay

Response

declines. Industries...winning the high-priced bidding war for today's Harvard MBA should be viewed with )
caution. At the top of this list, altracting 30.9% of Harvard MBA 1993 graduates is management consulting.
Entartainment and media are also in the midst of MBA hiring spikes. Thus, if tradition holds true, those sectors
will begin to decline... it was also reported that the fewer MBA holders atiracted to an industry, the better its
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company sickness that "The Devil's Advocate™ would admire.., The clack Is ticking here... We're an cmc:-zn‘u’:li;.I of
ruthlessness... Tha new term out "Enron: Heartless Possibliities" is earned and out!

I think you'd get about 70-85% agreement on the above analogy.

Personally,... we're hoping this really Is "Return of the Jedi" that people are calling Ken's return (vs. Empire
Strikes Back - under $killing)... We not truly need to hear It vs. spend wasted time discussing which class action
suit was listed in the Chronicle this month regarding Enron's PRC injustices (and should we consider it - or ba
forced to think about it based on today's PRC fear management resutt).., I'll finish by saying that ['ve naver been
at a company where so many peolple worked so hard and felt equally devalued...

& lts not fair to not receive @ merk or a bonus, after you have jumped thru all the hoops and someone else has
taken credil for your work, '

& As background, my name Is John Carlson and | wark for EES In the Midwest Reglor{ out of Kensas City.

In short, | feel | am not being given a fair opportunity in regards lo education assistance and tuition
reimbursement. | was racantly accepted to the University of Chicago part-time MBA program (same exact
curriculum as the fuli-time programs except we have two classas avery Saturday). | chose the weekend
program sa it would nol affect my work at Enron, to hopefully add more value to my work at Enron, and .
because | live in Kansas City and have fo travel to Chicago. To clarify, this is NOT an accelerated or executive
MBA program. This is the standard MBA that the University of Chicago offers,

Senior management has since denied my request for reimbursement. Here are some of my concerns:
1. EES policy states that "immediate supervisor; In conjunction with Human Resources, is responsibla for

approving course application and ensuring compliance with this policy." |, howaver, was fold | had to have
senlor management approval for tuition relmbursement.

2. EES policy states that programs for reimbursement "must either qualify an emplayee for present dufies or
prepare an employee for future placement within the company”. As one reason for denial, | was told the MBA is
not a prerequisite for the next two levels of promotion above my current lavel. 1 am not pursuing this degrea lo
further my current position, but rather to open other avenues within Enron and add more vatue to Enron,

3. Given Enron’s track record for having one of the best talent pools in corporate America | was surprised and
very disappointed with the decision notto help. | think EES and Enron, given the opportunity, would want to
help a current, high-performing, employee improve thelr business skills, leadership potential, and job
performance.

| would appraciate anything you can do lo help out with this and am willing to discuss this further.
Thank you for your time and consideration.
Sincerely,

John Carlson
B16-880-3571
jcarison@enron.com |

& 1. Figure out how VP level people can help the company - there are a lot of us and many of us have lurnaround
experience, .
2. The external view of Enron has to change. The last six months of Skilling have damaged severely the
previous 15 years of Ken Lay.
3. Please don't recreate the "mutual edmiration society” mentality that pervaded a significant majority of the
graup of senior execs that recently cashed out at $80 a share.and left the rest of us hoiding the bag.
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@ | Love working for Enron but | feel that the direction that EES has taken is not good as compared 1o our past
model. I've worked In this industry for 10+ years and EES's original business model on bundied deals in my
opinion was un-beatabis, | feel that we could have done a better job @s a company controling internal cost But
since we've changed models and broken up development and construction | feel that we havg lost our
advantage and direction. | have no canfidence in EES executive managment and the course they have chosen.
I'm concarned since we have been re-aligned into EFS we will no longer be the leader in Energy Services
related EAM arena. Staff morale is low due to slashing of peers even though we know it was necessary. | have
accepted a position with EFS and tha benefits for managment such as myself and my partners is significantly
less such as: no options, pension plan In lisu of savings plan, out of pocket insurance cost are higher, no vision
plan sic. It is a variety of things that has attacked marale. Our construction arm of EES has been moved to EFS
and that did not sit well with staff and paers, many of us feal it was a step down. | do however work with some
of the most dynamic peopla that | have ever worked with in my 20+ years of work expsrience, 'm afrald that we
will lose some of these key piayers o the compatition due to the diraction of EES's present and recaently
changed business model, | feel that if the old model was fine tuned and internal cost and procedures refined
thare is not a competitor out there that could touch or beat usl We need o evaluate the diraction of the EES
ship. At the field level there is so much demand for what wa do, if wa combine commeadity with canstruction and
services it is unbeatable. yes construction does not carry the higher margins but it is a necessary elemant in our
offering to client request.

& The accounting department needs alot of help. They never answer the phone, no mattar who you call and they
never call you back.. The xms system has really got some problems. Wa have been having s0 many problems
with entering an expanse report and one or two months iater, it still isn't payed because the system just lets it sit
there, Every invoice we send to accounting takes way to long to get put into the system and then get
processed, which in turn, our vandors are not gelling payed for months. This causes major problems and as a
result, our employees are getling thelr cell phones turned off and their Amex. payments ars being turned in late

_ with fees. Our end is taken care of right when we receive tha bills (they are immedatly turned in). Can
something be done ta take care of any of these situations?

& [ would like to mimic voulunteer activity here in California to that of Houston. This is ditficult because thera is no
communily relation staff here that | am aware of. | currently have an idea to refurbish a Girl Scout Camp in the
San Barnardino Mountains as part of the grant program and to physicaily implement some of the repairs as
Enron Involved,

Since Safety was transferred to EFS, the impression | currently hoid is that safety has taken a step back. | do
not know the policy of EFS and whether this policy is any ditferent than the previous EES safety. Is there a
national safety meeting scheduled for the safety group ke last year?

We do conceptual work for Enron depicting 8 proposed central pfant or co-gen plant at varlous locations and
never recieve any feedback as to tha outcome of the proposal, Feedback Is important from EES to assist in
fulure conceptual designs.

® 1 38gree with Ken when he said that Enron needs to get back to "vision and values”. | fasi respect for each other
has gone way down. The Sr. Admins seem to ms either to be under to much stress or they have just gotien all
rude, abrupt and down right disrespectful, mainly the ones in Houston when they call here in Portland. Power
trips are getting old and do not help anyone.

» 1. Rumour has itihere are lay-offs planned for Dacember. is that still true now that you are back er are wa
going to use PRC's to get rid of people again.
2. 1 find It surprising that 45% of Enron Is cansidered a 4 or 5. | thought Enron was to hire the best. Is HR
wrong 20 - 25% of the time?
3. {you need 1o decrease the wprk forca, lay paople off rather than use PRC. That would have more integrity.
The stock price can't get too much worse. .
4. Support funclions are expacted to 'do what ever it takes’ to get a project done. Thatis fine once in a while,
but we try to have lives too, It would be nice if wa were given a day oif here and there for all the nights and
weekends we have spent here.
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@ 1. We are very strong at developing new markets. Howaver, in my view, we are very weak inthe  _ .
fundamentals - the blocking and tackling of business. Wa are a deal shop and value getting a deal done. Littl
value Is placed on the execution and follow-up. Fundamental economic flaws in transactions are often ignored
or not realized because of the emphasis on getting the deal done.

2. We must develop a deep bench of senior executives, These executives must be schooled in public
appearance. They must be sensitive lo the averall nature of business and the political implications. Qulside of
Ken Lay, right now, it appears that we have senior executives that are seasoned traders who have very little
appreciation for things outside of live besides Irading. They do not appear to be a well read bunch - i.e.. no
appreciation for history, aconomics, politics, etc. Further, outside of Ken Lay, our senlor executives have
limited "presence," The preception of their character and leadership is lacking. In addition to Ken Lay, we neer
lo develop leaders that are well respected because of their character, ieadership abilities, public image, stc.

& The employee morale has suffered because of such a huge drop in stock

price. I'm glad 1o see Mr. Lay put bringing up the stock price back up. As amployees we're looking down the
road at retirement. Thanks

for coming back and bringing integrity back to the top job.

& 1. Little or no respect given to people who did not pass through the Assaciale program. 2, Less value is given te
p'ple with business experience and mara value is put on expertise in financial modeling. 3. Great technical
people are promoted into management positions and these in most instances are bad managers. Have a
different grwih plan for these p'ple other than management. 4. Enron has a Iot of young management with' no
diversified exparience. 5. | think Enron has had great successes in getting to the top but in order to stay on the
top it may need to change some of its tactics. What gets yott 10 the top is not what necessarily keeps you there.
Wae need to learn from the Walmarts or GEs who have been there for a long time. 6. Diversity at all lavels all
the way through management, not just "tokens'here and there. Diversity meaning white, black, Asian, young,
old, married, not married etc. 7. Support peop!e are not rewarded, only commercial even though the support are
the ones in most cases who clean up the mess the commercials made and which earned them huge bonuses
and prornotions. 8. Comparing commercials with support in the PRC where %s the two have different emphasis.
One is on making money the olher is on containing costs or controlling risk.

& Mr. Lay: 'm so glad you're back!!! It warms my heart 1o know that you will be there for us. Thanks lo Linda as
well. She is a greal tady.

i
i
i
.
i
1
1

& Another ssue:
Examine departmental promotion criteria and practices...exactly what crileria is being usad o promote certain
individuals as opposed to others. What are the practices/criterla/conditions? Is it longavily; i.e., an employee
has been in service for numerous years & now they are antitled to move 1o & new job level? Is it judgment-
based criteria? Is it on performance as it Is being touted?....How important is innovation and
creallvity?....Management has often timas stated during a PRC process session....."perception is reality”, yet
when promations have occurred ...the ‘majority’ of the employees remain perplexed as to what
criteria/accomplishment (those) promoted employees actually atiained/fulfilled. Would not even some small
part of the reasons as to "why" that promotion was granted (or a ranking of one given)...be ‘apparent’ to those
promated employees and those receiving a rank of one as well as lo their co-workers in addition to
management? ( even some of those receiving promotions or rankings of one, though thrilled, have
ndependently & honestly expressed that they had no clear idea as to the exact reason )...As for the others not
promoted..(or ranked below a ane) & who would just simply like to know in order lo perhaps use those "metrics®
for their own future goal setting, asking why? or what?.._.is met by management with "an air of no justification
needed..." | wfs once told ....promotion coming....keep up the hard work...mee! this next goal being sel for
you.......& that | could just......and | quote...."considar that your banana on a slring.* Such a stalement brings
many thoughts to mind...including ringing true to tales of times of not so long ago...however, after a statement
Ike that who would have ever guessed....that the string would get even longer & that the "banana” even further
from reach? | do not know whether this is oceurring across Enron as a whole but If ane small part...is a
reflection of the “whole"....then this needs to be looked into & addressed. -

Additional comments {re) The PRC process. A 380 degrea process should also involve an employee's ability to
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during a review. Yes, | know...| know.....& it is undersiood the overall HR reasons and concerns for revealing
such... but as for keeping with the concept of...open and honest feedback... perhaps it might help if comments
submilted during reviews can be subject to “source identification™ upon the request of an employee. Also,
“mutual reviews" shoukd 1ake place not just amongst immediate leam members but across departments where
necessary. For instance, if Person A selects Person B as a reviewer then Person B by default is reviewad
likewiss by Person A, This Is extremely imporiant in cases where they have worked closely on a project
together. Should there be any justifiable reasons why Person B would elect (or be allowed) lo not select { In like
turn) Person A to review them especially when they have worked closely togethar?

Throughout the corporate workl these types of surveys have been known as "Sensing Sessions”. Most often
taken o get a betler fesl of the workplace environment with no resulting resolution to items addressed. Perhaps
becausa (as expressed) the reponse represents only cne respanse amongst many &, as a result, its
significance Is undervalued. And they, also, do come with assurances of respondent confidentiality granted...
but somehow though are reveaied...Is that okay?...Most often times not....but sometimes to effectively see the
direction in which to go...you hava to turn on 2 few lights...& only then can the actual revelation of that that
occurs in the darkness be seen.

in conclusion, there Is much that should bs reviewed. 1 would also like to think that this will be read not by some
consultancy firm...and turmed into a statistician's dream and a 'lay’ person’s nightmare. Do | believe that Enron
has a vision that expects & sets a direction that encourages the apportunity for management to fully utilize tha
latents and skills of its employees and encourages risk-taking, creativity and innovation....Yes!... Yet,
somewhere along the way it begins ta fall short. Why? | don't know why, but...

...the reaching hands through blinking screen, ...In counted numbers many. With hope deferred and just a
word, lo each other we give reassurance.’ :

& Enron senior management must provide oversight of business unils to prevent the looting of the company as

has happened with Broadband and EES's. Lu Pi and Ken Rice should have been fired long ago and managers
need to be held to the same standards as the rest of the company who are actually providing vaiue. Bonus's
aren't being paid to the people on the front lines actually making deals and bringing In value because idiots like
these who lose millions get huge bonus's and promotions.

& We naed fo get a handle an growth. We are growing faster than we can change. Soon we will start to decline
because of overextension and burnout. The infrastruclure is under exireme stress. Although work is being
done in this area, what is needed is not patches but an overall redesign of systems and hardware. Capacity
planning is not being taken seriously. ;

Ken Lay
Response
access or secure privileges to view/hear "source-identified comments” as submitted during the employee's
review. An employea is being required to select thelr list of reviewers (by name)...why then Is any feedback
from that group then kept "anonymous” during the employae's review. Asking the origins of statements made
during reviews is not an option but should be. Anonymous comments are not accaplable in most every format
imaginable including this one...so why should an employee be expecied to accept anonymous comments
l & Keep these kinds of 'back lo basics' activities going...it's great to be energetic and entrepeneurial and
successful--it's also great to be ‘nice’..| don't think the groups of concapts are mulually exclusive. | was first
altracted to working for Enran 11 years ago when i heard about Enron and Ken Lay donating bicycles to the
. 'street police’--| thought it sounded ‘nice’ that an up and coming, exciting company could spend time thinking
about the community it shared. In fact, at that time, { had a fairly successful private law practice. Based on that
bicycle svent, | decided, if the epportunity presented itself, the only company | would go to work for in house
l was Enron. When | started in 1990, Enron proved to be aven ‘nicer’ than | could have imagined.. AND
energealic, successful, innovalive, elc... As time went on, there seemed lo be a palpable exchange of the latter
descriptors (energeticleic) at the sacrifice of being 'nice'---in fact, | balieve in 1997, the scales tipped completely
opposile~'nice’ was all but gone.l was extremely fortunats to have been offered an exPat assignment at that
' time: perfect timing, as | was becoming completely disenchanted with what seemad to me to be a radical
declination of values—-and the business leaders demonsirating the declination wera being rawarded more and
more..1 felt Enron had turned completely upsidedown and had lost any sense of balance. Upon returning to the
. US in 1999, it seemed some of the harshness had at least leveled off, yet exiremea arrogance and cockynass
continued to prevail. If there is a single good thing about the crumbling of Azurix and he broadband business,

Thursiday, Septembher 06, 2001 ! EC2 0000462,54 Puge 1R of 38

EXH063-00376



EXH063-00377

Ken Lay

Response

i's that we started taking a few steps in the diraction of humility--these business missteps forced a few
spoonfuls of human fraiity.to be added.to the ‘niceness’ skie of the scale. in the past 2 weeks, fve aciually had
momentary flashbacks of some of the 'kinder, caring' Enron { became so completely and passionately
dedicated to 11 years ago. | completely attribute this to Ken Lay and his clear and parsonal dedication to
integrity and all of our other values. Enron is stilt strong, exciting, energetic , successful and all of these great
things---it will be stronger, more exciting, more energetic, and more successful averall when it re-introduces a
balanced emphasis, internally and externally, on integrity, afl of our values,-and generally being ‘nicer'.

& Upper level management needs to be hald to the same perfomance standards as lower level management. It
is sinful that Ken Rice and Lou Pal mitked the company for so long.

& Enron is a terrific company and | enjoy working here. | do however think that we have gotten a little bit arrogant
over the past couple of years,and need to get down lo the basics of making good business decisions as
opposed lo the seli-serving neads of some highly paid execulives, {(and I'm not refarring to you Mr., Lay.)

& [ have noticed a substancial increase in morale even with the slock being down at an all time low. | sense this
is because of Ken Lay taking the helm again.

My staff are looking for top management to show clear examples of ethical behaviour, faimess and divarsily
and supporting the original values that Enron used to set forth. ’

@ Much of IT upper management does not appear competent. They need to run the IT departmentasa
business. Decisions need to be made economically. We simply cannot build what the business wants simply
because some high up buisness executive request something. If it takes one million doflars 1o build some
software that will be obsolete in three years and two admin. can handle the same task with no additianal
benefits to the businass, it does not make economic sense to do this project. Just this year IT management
finally started capturing project costs. How can you make decisions on valueing projects without having an
accurate accounting of costs. The fact that it has taken this long to begin capturing cost informatien should
show lheir competency. IT management should be promoted and compensated based on what they deliver on
time and budget. Only then will you have accurate accounting and realistic project estimates. They should not
be promoted based on who they know or who they are able to get along with. Thera is a vaat amount of money
being wasted in IT on projects that because of poor management will end up costing three fimes (or more) as
mugch as lhey are worth. The IT department will finally be viewied professionally whan management finally
CANCELS a project because [t has cost more that it is worth or redeploys the management of a project to gat
competent people in place, This is not happening since management cannot politically afford to lel a high
exposure project fail. Since they are not held accountable on costs, they can spend three limes what the project
is worth just to get it done. The business also needs to become much mora involved in ITs projects and
demand valus for the: money being spent and appropriated to them.

& | think that Mr. Lay was correct in saylng things have gone down hill at Enron as far as "RICE" is concerned.
Communication is ry biggest issue. | have not been with the company hat fong. but my family has, and |
always thought that cammunication was very important here. 1t does not seem to be the case anysmore, |
believe that Is somathing that reaily needs to be worked on. 1 am not concerned with the higher offices, but the
managers and directors thal do nol communicate with their employees. 1 think that is critical and it is not being
done well at all.

] Employee comments and suggestion site. gives Enron employeas no excuses. If Enron employess want lo
be the best, or number one Mr. Lay. Each employee shouid prove it! The web site gives Enron employees no
room to complain,

Pl

& PRC: While} believ'a that a ranking system is appropriate, a "forced” ranking is nol Jeasonable and does not
achieve appropriate resulls because it often results in individuals being forced into categories in which thay truly
do not belong, thereby giving them inappropriate feedback and ultimately resuiting In morala issues among all
employees. .

Executive Leadership: | really appreciate Mr. Lay's decision to do the right thing for the company after Mr. i}

Skilling’s recent and untimely departure. Thank you!
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@ | think that Enrons innovativeness is outstanding and is one of thinge tht | ke bast about working here,
However, | think we have taken it to far, things like xcelerate and Just how much Enron focuses on everyone
being creative and what not Is taking our focus away from the REAL ways that Enron makes money. | do agree
that Enron being innovative has been good as it has gotten us a lat of attention and produced a lot of cashflow,
but i don't think it should be a major focus of our business. Just my opinion.

& | belleve that the employee morale has deteriorated considerably since | first came to Enron in 1997, The first
year and a half of my employment | just loved coming to work. | was fortunate enough to work for a El and was
under the management and leadership of two incredible VP's. There was respect among all in the group and
evaryone was super busy. Everyone in the depariment and within Enron appeared happy with their jobs. You
wouid walk around Enron and employees would openly comment on how proud they were to work for such a
great company. | had never seen such company loyally in all of my 20 plus year career. | soon became one of
those many loyal and dedicated employees. However, in my view Enron start ta go down hilf after the re-org of
July 1989 and all the other ra-orgs that have followed. Fram the 4 different re-orgs that | have survived | have
witnasg the following: management leval VPs traat their empioyees with total disrespsact, supervisors or other
co-workers trying to destroy the reputation of well respecied, dedicated employees with strong work ethics just
to make themselves look better, arrogrant employees that think of themselves ta be indispensable and pretend
to be productive, yet spend most of their time "cruising® off the expense of others work product and
performance; people in management or supervisors roles that do not have a clue what It is to be a good
manager - not only knowing their role but the treatment of the people that work for them; employees being
recommend for prornotions of put in supervisory roles that are undeserving of such positons. Further the many
re-orgs and "redeployments"” at Enron hava created a vary "back stabbing” atmosphere, alang with building:
envy and jealousy amang co-workers in the work place. The redeployment Issue has become a joke - it Is like
playing musical chairs, when the music stops you better have land In a chalr. ['think that it would be best to ba
upfront about the supurios redpioyment and have ane major lay off. Enron would be doing the employea a big
favor as well as to the company. ] aiso think that Enron needs to re-examine the people they have in-
management, not just high level management, but across the board. Some really need management training.
£nron’s molto of respect, integrity, communication and execellence has totally gone out of the window. In all
fairness, Skiling had some business innovations and raised aur earnings yet he lacked the ability to connect
with the employeas and communicate with the public. In my view, Mr. Lay is a great example of what a COB,
President, CEQ, COO, VP, Manager should be. ] think thet it was demonstrated at the employee meeting when
Mr. Lay received a standing ovation from the employees. In my view M. Lay is a true leader, a well rounded
business man, and he is a Communicator - a people person. He has my respect, as well as the raspect of
rany other Enron employees. | think that ons of the things Mr. Lay believes in is thal that the employees make
the company. Hts nol only about making maney and having innovalive ideas, etc., its about respect, creating a
positive productive work environmant. | think that Mr. Lay is definiely on the right track. He has demonstrated
this in taking immediate action. Hopefully Mr. Lay will restore what has baen lost, and make Enrom once again
the best company to work for. | hops that Mr. Lay will address the PRC issua immaediately, and hopefully there
will ba fair changes made to the process. As for tha stack, | have faith that by middie of next yaar it will regain
its true value. Ten fnonths ago, | was redeployed from ECB, 3 weeks laler, one of my ex bosses fortunately
recommended me 10 a SVP in ESA. | was offered a position as well as a promotion. Since then | have been
waorking for a great SVP in EGAS-SA. Ha is a smart, has a strong work ethic, is a fair and objective individual, a
great manager, respacted by his entira team. He has a great group of people working for him - ali very hard
working, highly dedicated and respectful individuals. He has restored my faith that there are still good VPs al
Enron, The only problem now is the fulure of EGAS. All | can say is that we are working our hardest {o improve
our earnings, etc. 1only hope that if Enron does not foresee a future for EGAS-SA, {hal it will provide positions
for many of those hard working EGAS-SA employees who have been putting 5o much etort and dedication in
their jobs. | am very impressed with the EGAS-SA group. Despite some of the negative encounters and
observations | enco*n’tered from July 1998 to Seplember 2000, my loyalty to Enron has not waivered. | will
certainly do my part in helping Enron regaln its position in being the best company to work. | know that with Mr.
Lay back in the helm that we will come out of the dark and that his successor will reflect Mr. Lays values and
{uture visions of Enron.

¥ There is a view, both outside and inside, that Enron has some magic ability to “Enronize" markets and reshape
them effortlessly. Indeed EOL has been a very rapid success but it would be worth pausing to consider how
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lang It has taken far other markets to fully commoditize. Not everything can be accomplished quickly. For
example, in my team we are trying to trade with a commodity new to Enron (and arguably very different to the
traditional energy commodilies). | was asked to put tagether a PowerPoint slide indicaling that we would
"Enronize” this commodity. This was done without any serious consideration of the nature of our commadity or

. the steps we would take to realize this outcome. Enron PR Is very good but | think somstimes wa risk falling
into the trap of balieving aur own publicity too much. Hence a bit of humility would be a good idea.

& 1. Constant reorganizations without any apparent or disclosed goal are a drain on time, budget, and other
scarce resources. They result in lost time and productivity due to constant rumors, distractions, and the need to
reestablish relationships and lines of communication that are constantly being broken as responsiblities are
changed and moved from one person and/or group lo others. Once in place, experlence and knowledge is lost
resulting in little to no progress an important issues and constantly reinventing the wheel as the new group
identifies the problem and tries to reinitiate solutions already tried and rejected or abandoned rather than
making real progress. Further, the constant reotganizations result in the 'need to continuosly monitor processes
to ensure that they are not broken by moomp\ete knowledge transfers to new persons. Also, the high turnover
from burn out and frustration is resuiting in the same problems.

2. While quality of life is stressad and advertised, those who live it are panalized in the PRC process and work
loads mean choasing between making your boss and customers happy or making your spouse happy with little
room for both.

& The integrity of management needs {o imprave;
The attitude of short-term gains without regard for future consequences needs o be addressed;

We need to rely less on accounting trickery and more on solid operations to meet our earnings and cash flow
I targets; -

Tha PRC process needs to ba fixed - we are turning our employees Into seif-serving people who rush to take

credit for things and spend enormous efforls blaming other for failures. The PRC process gives no credit for
I people doing their every-day jobs lhat ara esential to Enron running smoothly. PRC meetings are very

negative, Each manager takes about 2 minutes presenting histher employess. The remaining time Is taken up

with bringing to light every negative aspect of other managers'employees in an effort to satisly the required
distribution.

& [work in EES. | have not worked with a more unathical, ruthless group in my career. Everytime | see a deal
close, | am confident thal the customer was taken advantage of.

Although people here are smarl, agressive and working towards making deais close, | am never at ease that |
will have a job tomorrow There is no direction and we are throawn mto ditferent structures aevery three months.

We are telling customers that we want to be In the retall business of energy outsourcing, but our actiona clearly
show how we are only interested in commadity. We are telling cusiomers we are interested in doing DSM type
projects and once tha deal closes we drag our feet lo never do projects. Our competition will eventually get us.

& Please take a good look at management. They'ra so busy trying 1o create their own kingdom that they seldom
make time to greet anyone, much less new hires that this is left up to the Admins., which is okay but
management need to realize thal they are the leaders and a representation of Enrun as we Admins. are a
reprasentation of our g[uups esp. of our leaders. Management in general are very "as a matter of fact”. We
need classes/seminars! mandated for supervisors and above regarding their management skils as they are
giving Enron an awful reputation. Ken, it is sad that Enron is no longer "tha company lo work”. Peapla actually
FEAR working at Enron, that's just not right. I'min a group whera 10 + employees have {eft to work outside of
Enron all because of management's inabflity to "managa” what you've built - they're bringing your company
down Ken. Please address this issue.

~

-

& Our group, URM, recently got hammered in the PRC review process because the group lost mdney. The thing

i o - e -
i
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is, the deals we lost money on were signed before 90% of us evan gat hare. | have heard the low rankings - |
were {0 encotirage people to leave. This may make business sense, but it is completely lacking in respect and
integrity since the rankings are supposed to give the employee a gauge of how they perfarmed, not be used as
a cheap downsizing tool. This may be nalve of me, but | want to work somewhere that is honest with their
employees.

To further the theme of the lack of respect, we were moved from EES to EWS about a month ago (could be
more), and our new VP has STILL not spoken to us. This is INEXCUSABLE. He may be busy, but wa are
busting our bults for him and he has not even had the decency to acknowledge us - much less give us a vision.
The morale in this group is very low, and without major change, thara will Iikaly be an aexodus of people.

1 am not alone when | say this Is the most poorly manéged group | have ever been around. | don't know if the
rest of Enron is like this, but if it is, | want out. :

& We've lost our way. Some of our executive leaders have forgotten what got them to where thay are. Caliit
youth, inexperience or just plain arrogance; we have moved some of our talent too quickly too far, They lack
the decipline and malurity to lead a world class organization such as Enron. Much of this has been taken care
of with the recent executiva eXits but we have more to address. We need leaders that befieve in people not just
themselves. Tha company is full of such leaders, but somewhere along the way we lost our way...we became
brash. We nead ieaders who inspire, care and bring out the collective best in our people.

Thank you for asking for my views.

@ Overall, | think Earon, and especiatly my group, (Jenty Rub's graup) s doing exceptionally well, There ara oo
many bright peaple here at Enron that love this place (and you Ken...)or Enron to fail. Now if there was a thing
that | could do, it would be to get rid of all the slackers that don't work as hard as | do. | swear there is a LOT of
lollygaggin' goin’ on. But that would probably exist In every company.

® Until | posted out Into my new position,  tho't Enron stunk as a company that didn't at ail walk the talk of VValues
and Vislons. | had a horrible situation with a depariment that was completely dysfuntional and it started at the
lop with the Managing Director. 1 even enlisted the help of HR and they were as intimidaled as everyone else. |
nearly lost my job over going to HR. | hung in there because | wanted o work for a company that could give me
a solid opportunity to prapare for my retirement and | was proud to say | worked at Enron with only the "best.”
Now, I'm in a terrific place with terrific bosses and coworkers. Not perfact, but so much betler, | no langer have
chest pains. My former exparience sent me into therapy and the use of antidepressants. Our Values and
Visions need to be enforced. | received a very good review with no signifanct problems from my current
supervisors. :

The open concept of work stations is quite frankly, not a gaod idea for all departments. | think that more tho't
should go inte determing that employess in some depariments need more space, quieter space, private space.
It is way too distracting. No offense Mr. Lay, but would you really like to sit in an opan stadium and try to hava
phone conversations or compose documents, letters, presentations in an area the size of a table top with very
littie room for files or deskiop necessities. The open concept leads to inefficlency in many areas.

The PRC is absolutely dreadful. | understand that we need some type of maasurement to weed out the
employees who are nol up to par, but iwice a'year. We speand way too much time on the process. Also to force
rank individuals is hateful. You loose reatly good employses that way. Also, the process truly does not work in
many situations. If a supervisor is out to get someone fired, he has total and complale powar of the person,
whether or not the person in question recelved good feedback from athars. Many times f've seen supervisors
complelely disregard any feedback from others while reviewing the person in question entirely on their own.

Not at all fair.

United Way - if you would offer the employees an additional day off if they contribute to the United Way -
everyone would. We do it in our depariment and we are always 100%.

We have too many website and 100 many ids and passwords. Can't we discover a way to reduce these to

—— -
'
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make gathering infarmation mare efficient? | have about 1§ passwards and ids at this time.,

This company has so many awards, plaques, trips, elc. for people in management positions. What about the
ones that are supporting alf of theas managers. They like recognition as well, We all make Enron great. If|
didn't get my mall efficiently, or my copies completed or my phone answered friendly, my performance would
suffer. Let's davelop something for the support staff lo strive toward.

T
Thank you for this opportunily ta *venl." I'm very pleased that you ace once again at the helm. Enron truly
needs you as we have sfipped dreadly from grace.

& Mr. Lay | am a employe with florida gas transmission company for 23 years out of my 23 year with this pipeline
company | do not know of any blacks that has ben hire with this company in my region in the last 20 years | feel
like this sure be a concern to the company becouse is a concarn to me by being one of the black amploye on
this pipeline . thank you for giveing me this time to express my feefing.

& 1) Throw out the forced rankings in the PRC. {f someona is doing an adequate job they shouldn't been
penalized because of forced rankings. itis aiso a deterent to hiring and a demoralizer,
2) The company (Execulives) are communicating. Managers need fo communicate better with their staff. My
boss promotad one of my employaes without teliing me. He also has her report to him, aiso without telling me.
He never communicates detalls about deals we need to know. He couldn't even tell me how i could improve
my performance. ! am not aven sure he knows what | do on a more detailed level. | don't even think HR can
do anything about it. | could give unsolicited feedback in the PRC, but | have no faith that his boss would
handle it proparly.
3) More IT help at a reasonable price. There are several'good projects going on or that should go on, but It's
“not in the budget” to have them done or there is not enough personnel. “My" programmer may ba working on
multiple projects at once and it's taken two years to get two of my projects nearing completion. | have several
more ideas but not enough IT lo get them done.

& Primary issue at this point concerns messages being sent by management to employees through evaluation
process. Rankings often do not align with messages delivered, leaving individuals at a loss concerning what
actions need to be taken to improve their position within the company. If you want to reward or penalize
behaviour, make sure the individuals understand WHAT is being rewarded or penalized.

& Inthe past faw months the morale has gone from upbeat by the employees to a snarling mass. There is no
room in soms areas to move, let alone work, the noise level is hideous and without tha ability o focus, mistakes
are made and, as we all know, mistakes are costly.

The 1BUYIT system is a joke, Approvals are being sent to pecple that have nothing to do with payments, and
this delays the payments. | have heard that Enron can not get a check to the vendors on time so everyons is
now using the wire system, it seems that the Enron Treasury department can work faster than IBUYIT...This
issue needs lo addressed before the public staris complaining that we can not pay our bills and Enron bacomes
a credit risk.... .

The PRC system is okay in some ways, hawever to get dumped into a group of athers bacause they are also
“clerks”, "Specialists” or whatever grade to be rated is an insult. There are peaple in this bullding that are here
for 8 hours a day and they work maybe one. However, they ara rated the same as the person that is hee from
8 am to 10 prm and works all those hours. Also, peopls are reviewing others that know nothing of all their jab
duties. They may anly interact In certain situations.

Since Ken left and Jefi look ov‘er the positlon the morale and ethics in alot of areas have gone fo pol. | am
hopeful that with Ken back the'situation will corract itself and people will 1ake prids in being an Enron employee
and that the "outside" will see again how great Enron is,

)} The PRC process needs io be corrected. A fundaments! issue affecting everyone's view of the siluation is that
for any one employee to win anothar must lose. We ail agree with a need o judge performance on a regular
basis, but It wouki be so much better if all of the categories on the PRC process were taken into 2ccount in the

v
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general attitude is that there is no reward for following the valies andfor contributing in the other ways outlinad
in the PRC process {i.e. nice guys finish last or conversely toot your horn the loudest).

Our senior management is too filled with ex-traders at the moment. You can not escape the trading company
paradigm unless there Is more diversity of experience given to other talents in the company.

Find a way to reduce the arrogance in management as well as the troops (i.e. pride cometh before the fall).
This attitude In the troops resulls in complacency also.

One final comment is that everyone complains about where the stock price is and | can.be counted among
those, but let’s take an objective view of the situation. Enron in 2000 was cash flow nagative (taking into
account operations, investment and {financing) except for the saving grace of our working capital position
contributing $1.77 billion to the positive. Soa if one were to focus on the quality of our earnings, you would from
an outsider point of view conclude that there was no quality especially In light of $400MM+ being poured Inta
broadband and the low likelihood of ever recelving a return on the money. Wall Streat has taken notica of all of
these factors and hes awerded a trading company's multiple of between 15 and 20 times earnings. So all in at),
although | do not like it, we are probably trading at or close fo fair value. The unfortunate thing Is that for this
company to change ils stripes will require both of one of the following things: {i) EES being cash flow positive or
(fi) our origination activities completing some large score, Unfortunately, capital is key to origination achieving
success and that seems to be in extremely short supply ioday given our cash and cash flow pasition.

| am sure there is a way around the confidentiality of this response. If you find these comments interesting
enaugh, please {eel {ree to track me down and | would be willing to discuss personally these or other tapics of
concern whether or not we ultimately agree because | beliave open communication is key as you expressed at
the all-employee meeting.

& Employees and stockholders want ethical investment. We want issues such as human rights, corruption, and
political freadoms to be taken Into account in business decision-making. These affect Enran's global
repulation, tha soul of the company, and profits in the long run. We must question aur business in places such
as communist China and Nicaragua, for example.

& The PRC process needs to be based on true work parformance, innovativeness, etc. not on a popularity
contasl. | realize that it is imporiant to build relationships but many times the differance between one person's
ranking and another's is their popularity with one outspoken decision’ maker i the PRC meeting.

Have consistent and clear criteria for the various rankings. What does it take 1o get {o ihe 1op level? Some
groups believa everyone starts at the top and gets pushed down comparad to others. Some groups believe that
averyone starts at the second level and only those who have maxad aut in their current position and should be
promoted get the top ranking. | See employeas doing a good job but nothing outstanding and getting the top
ranking while others who take risks and do something new only gel the second or third ranking.

| know many contractors who love working at Enron but who wauld never consider cénve?’ang to an employee
because of the brutslity of the PRC process. You would think they wouid base this kind of decision on
something like compansation or benefits instead.

@ While 1 don't know all that is golng on in the company, or what information might be being withheld (it any and
for whatever reason), | feel that the Office of the Chair Is doing a good job of commumcalmg ils reactions and
goals in light of the significant events that have occurred in the past monih. 1am confident in the future of our
company, primarily because of the high levet of confidence exuded by Ken Lay.

& Aithough | am a contractor, | bring a lot of potential to the table. 1 have an MBA in Finance with a GPA of 3.842,
experience in management, marketing, budgeting, etc., yet | am in EES just contlnually churmng out coples of

Ken Lay

Rasponse
ranking. For example, [ as well none of my friends here can identify either of the following scenarjos (i) .
someons who was ranked highly (2 or better), but had refatively litle P&L impact counterbatanced with being a
team player in getting the work done and more imporiantly (ii)someone who was ranked (3 or below), but had a
tremendous P&L impact with an attitude not in line with Enron's values, Boiled down to ils core, | think the

l Thuesiay, Seprenber 06, 200 _ EC2 000046260 Pape 24 of 88

EXH063-00382



Ken Lay

Response

| bills - sometimes the same ones over and over. | feel ke | have a lot of energy and potential, yet { em locked
[ in a box. The politics of the EES organization has become quite ludicrous in the past couple of months, The
constant re-orgs and re-deployments have created an underlying parancia that encourages employees to
streich the truth and ad lib about what they really know. 1 also believe that this significantly affects the ratings of
the PRC as supervisors constantly change and people are fearful of lasing their jobs. 1 have read "Who Moved
My Cheese," and am definitely an advacate for change, however | went an vacation recently for 4 days only ta
camse back and ieam that we had undergone 2 re-orgs. ! am finding that constant ra-orgs allow peopla to
' dodge accountability. | often find a number of costly mistakes made by the so-ranked "ones" and “twos" of our
. organizstion. Employee morale has taken a beating In this department, espacially when it comes back ta not
what you know, but who you know. Overall, [ really like Enron and know that other depariments and
organizations are not as chaotic. However, | am probably about to leave Enron to be hired directly by a
competitor. 1tis sad to think of the investment that Enron has made in me only ta be lost as a sunk cost.
Thanks for the training!!

& There has been a serious talent drain in the so-called “back office” functions at Enron, particularly accounting
and tax. [nmy opinion, this is atiributable to three factors: Below market pay, lack of appreciation for
contributions of the back office, and general employee morale.

The below market pay factor is being addressed to a symbolic and ane-off extent by the new stock option
issuance. A more concrete measure was taken in response to markat studies that indicated that tax
professionals were significantly undercompensated relative to their peers in the industry. This measure shouid
also be taken with respact to accounting, particularly at entry ang mid-levels.

The sacond factor, lack of appreciation of the contributions of these areas of the back office is far more difficult
because it seems to be endemic. Despite all our efforts to protray Enron as something more than 3 lrading
company, traders and originators get the respect. the compensation, and the credit for Enron's successes,
without regard to how much back office talent, know-how, and creativity went into those successes. On the
other hand, the back office is held striclly accountable (25 it should be) when things go awry. In this regard,
Enron neads to make a concerted effort o understand and recognize the contributions of the back office. Even
mora importantly, Enron should broaden the accountability of its commarcial side to cover nat just the clasing of
the deal but its implementation {o give incentive to the commercial side to involve commercial support on a

. timely basis.

Finally, on general morale, the PRC process needs {0 be improved and quick. Get the stock price back up.
And keep the faith.

# | belisve ons of the blggest chaillenge we all faced this year was the constant changes in management. Based
on these changes, It was difficull to gain traction on deals and initiatives. As a result, indivicuals were penalized
at PRC for not closing these transactions. Management took rio responsibility for their lack of direction in this
instance. | realiza there will always bs changes, but this should be taken into account as "Barriers” in the PRC.
Regarding PRC process, we should do away with the company-wide cross calibration. it does not make sense
to compare individuals in a peer group to one another just because they have the same fitle. Individuals do not
all do the same jobs and therefore should only be compared agalnst others in the same job functions. Also,
management uses the PRC process to “get rid of* people they view as performance issue instead of
addrassing these issuss as they arise. In this instance, management should be lrained to deal with
performance issues and evaluated on these skills.

Regarding the issue of respect and integrity, | believe there is vary little team work at Enron. lt seams paopla

ara encouraged and rewarded on closing deals, regareless of how it gets done, and even if il means
jeopardizing what someon| \a else is working on. The ideal approachis to Idenmy the synergies and
opportunities o support one another. One of the cheracleristics that makes GE tha feading company in the
world is its “boundarylass” approach to business within the company. It really promoles team work, Wae have
worked with GE for over 12 months on a transaction and have seen Instances of individuals in ona GE
company help someone eise in another part of the company with a transaction. In light of Enron's new vision,
this might ba something to emulate.

A particular legal group has been an issue this year. Is the role of legal to dictate commercial terms and
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prevent deals from being done, or support the commercial groups by advising on how 1o mitigate risks so a dea)
can be dons? Also, the level of service is altrocious; phone calls and emails are very seldom returned, and the
only way lo get an answer is to physically show up unannounced at the lawyer's door. | believe the business
units are legal's customers and should be treated with respect and a certain level of responsiveness, Do we
treat our external customers like thatl?

Human Resaurces remains a disappointment. They have shown no empathy or respect to thase who are on re-
deployment or being severed from the company. | have knowledge of instances in which HR knowingly
provided inaccurate information to re-deployment candidates and had securily escort out individuals who were
severed. Additionafly, HR 7s supposed to be faciitators of the PRC meetings {o ensure all guidelines are
adhered to and faimess pravails. Howaver, | have observed Instances in which they allow ald tapes and
irrelevant information be discuseed, adversely affecting an individual's rating. While most individuals In
business units are cost consclous, HR seems to believe this does not apply to them. There are instances in
which they have allowed company-sponsored cell phones, corporate credit cards, laptops, Palm Piots, and
other company property leave the bullding with an individuat who has severed from the company.

Overall, | believe most of thase Issues stem from lack of maturity and leadership ability in our Senior and
General Management pool. It seems our management was promoted and rewarded on the dollars they make
for the company with tolal disregard for management skills and values. It is tima to see lsadership that can
balance business acumen, faitness and values.

Overall,

@ | don't think we have really had a forum for employees lo share Iheir ideas with management on ditferent topics-
like the committees we had at one time. Cindy Olson was always listening to what employees are saying and
asking paople ta sarve on committees to enhance change. We haven't done much of this lately.

| don't think we reaily embrace the vision and values at Enron - we talk a great game, but we don't walk the
walk. We reward and promote people based on the ritks they take and the money they make for Enron, but wa
consistently promote people to high levels within Enron who lreat others Jike trash. Several of them are on the
management committee- Whalley, Kitchen, Koenlg (& Rieker), Lavorato, Shankman. It really sends a loud and
clear gignal {o the rest of us. it is not that the aforementioned aren't extremly smart, talented and great for this
company, but they aren't the "whole package®. Ken Lay has never treated any employee disrespactiully, but he
cantinues to promote people who do. | think this says something to everyone about how differantly this
company will be run fallowing his depariure,

—_—-———-—-_

I alsa question many of our business ethics and it makes it very hard to work for this company and defend us to
others. | think we play too much in the gray areas. | don't think we are wrong in the California situation, but it
certainly makes me wonder what | don't know. | can't defend us when | know wa pride ourselves on bending
the rules to meet our needs. | question Fastow and the LIM deal. | realiza that it is legal, but | think it walks an
ethical line when out CFO personally profits from an Enron deal like that. it warrants externat attention.

| think we need to take a look at the way IR has handled our stock price drop. 1 don't think our “logistics
company” messaga has worked AT ALL. None of us even understand it, so | don't know how anyone elge can-
not customers, not analysts, not the media, P

We reaily have some good guys here at Enron too- Frevert, Sherriff, Kean, McConnell, Harton... they work hard
and follow the vision and values. ) .

I think the issue is thal if we arent ALL going lo follow the V&V, then just get rid of them and quit touting them.
Be clear wilh what the rul%é are to move ahead In this company.

& 1 think it is a shame that their is only one{1)job opening for Portland, Oregon. Enron hasemada it vary ditficuit for
me to keep my Job. | love this company probably more then any VP,St. VP, Director,COO,aven more than KEN
LAY himself. | want to stey with this company not just bacausa | gat good stock orthe pay is good. | want to
stay because | believe in what Enron is doing. This makes me very sad to see such a beautilul thing disappear
into thin alr. | starled out in Telecommunications with Enron and now | am in Physical Securily, why the change
of jobs because | will do whatever it takes to stay with Enron. Mr. Lay, | hope you are reading this and not just

Thursday, Seprember a6, 200 EC2 000046262 Puge 26 of $8

EXH063-00384



Ken Lay

Response

some Assistance whom will ook at it and say “whatsver” and hit the delete button. If you do by chance gsttlo
read this | would for you to reply to ma that you actually got to read this. My e-mall is : )
reginald_howell@enron.net. Thank-you

& About 5% of the EES sales force that crealed EES remains. Pinnacle award winners, chairmen award winners,
and lead sales people have ali bean put into sideline jobs or released.

Wae built EES, saying we would treat our customers as clients, not counterparties (as they were treated in
ENA). With the severance of a large part of the former sales force and the importation of a large number of
ENA sales inte EES, that Is changing.

Letters lo management should not be routed to human-resource peaple for tepid responses. In thirteen years
with Enron, | delivered a lot and receivad varying levels of response back from the company. On the one time
when | felt | was complately abused, | wrote to Ken Lay about the incident. Six waeks lster, | received a tapid
letter from the head of EES HR staling that the company was happy things worked out (they didn't) and that
they were glad that I found something in the company. My assessment af the company’s commitment to
integrity and respect changed dramatically that day.

& Eneon is a great place to work. | am commilted to it's success as are the vast majority of the people that are
part of our Enron "team”, | believe that we have taken a hit in the last year as it applies 1o public opinion, largsly
due to Issues that were/are out of our contral (Dahbol, California, etc,). If we work hard 1o change the direction
of public opinion, and continue to stive lowards our goa) of being the World's Leading company, | believe that
tha other issues (stock price, employee retention, etc.) will be positively effected.

& 1) The PRC 'suggested' percentages da not support the fact that Enron hires and maintains the best forwork in
the world. To say that 15% of the employeas are performanca Issues and need a probation plan is contrary lo
the message that we have the top talent. Additionatly, we have more that 5% of our staff that is truly
outstanding. Why does PRC 'suggest’ a distribution? Managers, with inpul from others, should address only
the TRUE performance issues and not be ‘encawaged' \o rank a fixed percentage as unsatisfactory.

| love our values. We need to add teamwork to the list. If everyone pulled togsther, Enron would be even
MORE successful. | would like o sea more rawards for team efforls and self sacrifice for the benefit of the
whole (Enron).

Some people (myself included) are excellent at mentoring staff and making them more successful....which
makes Enron more successful. 1 can accomplishment more by being a good manager of psople than by bsing
an individual hero, t do not fael that Enron currently recognizes that skiil set. Some people add lhe most valua
by being a coach, but our reward systems do not recognize that skill.

| am scoo00 glad Ken Lay'is back!! We need to have somaone in the CEQ chair that Is personable, warm and
that enlists the {rust of others. Jeff is brilliant and a terrific 'second’.

& |ihink there is a "hidden business” at Enron, simply from identifying opportunities to Isverage business contacts
between buginess units, We're so’compelitive, | think the businessas could care less about helping one
anolher. To have a true Network effect, this has to change.

., own eww wem o was ONE NS WEE @ SSE TR NN WM BN M

I think the PRC system is great. If | could sugge;l one change, it would either be that we bé more open about
what happens inside the room or just not cammunicate abaut it at all. That's what mast companies do ahout
their ranking systems. If;anything, we've been too open, and only up to a very tantiliznig point.

I think the fact that so many people ask benefits, work space and other personal questions at Mr. Lay's all-
employae meetings is indicative of the fact that we have created 2 real "me” focused cullure. You can't argue
with success {the company is doing great), but it bugs the heck out of me when people do that. | cama from a
manufacluring company where even factory workers would never evan think about asking the CEO those kinds
of quastions. | have no idea what can be done about this -- nor am | even sure that It matters given that ws are,
in fact, in an inteltectual capital business whera wa have lo take care of the peaple -- but it's just an obsaervation.

~
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