EI}?‘ J. Bozelides
Larparcis Human Bevurees

Mr. Martin Slate

Executive Director

Pension Benefil Guaranty Corporation
1200 K Sirest NNW.

Washingion, D.C. 200054026
Dear Mr. Slate:

Enron Corp. believes it is important 1o respond to the mischaracterization of our Re
the Peasion Benefit Guaranty Carporation (PBGC), the Department of Labor and D
conference on September 26, Any of our almost 7,000 employees who read the resu
conference were no doubt misled about the viability of our company’s pension plan.
employees to correct misconceptions sbout Enron’s pension plan relative to the PBC
interpreting the pian data.

During the press conference, PBGC officials polated to Enron Corp, as an exampls
reversion from an overfunded pension plan, and row has an underfunded pension p
conference indicated that Enron took a reversion of $232,200,000 as of June 30, 134
underfunded vested liability of $82, 500,000,

Enron, in fact, did not take an asset reversion, Instead the seesds taken from thi
Empleyee Stock Ovwnership Plan (ESOR). This ESOP was sct up In a “floar pli
conlinuing pension plan so that the assets in the ESOP, as they were allocated t
eliminate fulure pension accruals. When the ESOP was set up in late 1986, En
338 a share. Today, afler splilting twvice, the stock {s at between $34 and $352a
quadrupled in value in the cight years since the ESOP was establishad. This hs
for Enron’s employees and, due to the “floor plan™ arrangement, a great benefit

The $32,500,000 unfunded vested benefit listed in the September 26, 1995 PBEC
December 31, 1993. This unfunded vested benefit amount has been

by the PFEGC on September 18, 1995, which shows Enron's unfunded vested be
1954 10 be 544,848,000, The 1993 and 1994 data was provided to the PBGC o1

_ cases, the assumptions used by our plan’s actuary were preseribed by the FBGC
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* Assiated above, the Earcn Plan currently has unfunded vested benefit obligatio:
liability did not come from the acerual of additional benefits by active emplayre
performance (on the contrary, assets have retumed an annual rate of 1228 perc
unfunded liability has come from plan amendments providing additional benefii
These amendments inniuﬂ:ﬂmtﬂdilimnﬂpmuﬂmnnhiqmdu
pension benefits 1o reflect cost-of-living changes, and special early retirement be
created by plan amendments is a fundamental aspect of the law. In fact, under ]
plan amendments cannot be funded more rapidly than over ten years,

In total, these benefit increases have a current value of approximately $435,000,0
unfunded is an indication of Enron’s sound funding policy,

We belicve the representation of the financial status of Enron's Retirement Plan was
on: (1) The most recent data requested by the PBGC, although in the hands of the I
The mischaracterizaton of the use of the $232,000,000 in assets taken from the Feti
Consequently, weeequest that you delete Enron Corp.’s name from any futare exam
a pension plan reversion and have significant unfunded pension plan labilities. We

wimym_w.

Sincerely,

Philip J. Bazelides -

Vice President of Corporate Human Resources

¢ The Henorable Bill Archer



