G, MAXRBEBA

003F2H , EN—FFT—ER, xBRHEHWNBHSZTEE
( Congressional Joint Committee on Taxation ) 1RIBH L AEH L HE B

E, Rl T —IRETASENRE

EMRERRBELASHRIRINBINERE, 23 ZETERA,
EHSEMAEI0R. TR, ERHRASTHARBZIANTERTE. RAKX
ERBYEN—NHAERS
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A, FAPAEA A9 FRE 5 A% I
HREBRTESLEER, FARZ2EHR
th—F 14, MNEEBRRFR—
%, —E—EWBRRRE “LRARE
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FINAES; BEENRE—REE
et B; ZARTRESEENMET ;

MRZ, EEWR" F—RIER.

ETZAREHTHEELE, HBiFE
#, BMAMEREFLARASNTEIA
BN EEBARZS. SBLmE
X5, URBEESFAERETF LK
BEEHBEANBETEN. 5L, &K
MR ERBEEEINEBLZ S ER.

REFORET OF INVESTICATION OF
EXEON CORPORATION AND RELATED ENTITIES
REGARDING FEDERAL TAX AND COMPENSATHDN ISSLUES,
AND POLICY RECOMMENDATIONS

VOLUME I REFORT

Prepared by the Stafl
of the
JOINT COMMITTEE ON TAXATION

Ap e Begquest of
Semaior As1 Banom

o it

(Report of Investigation of Enron Corporation
and Related Entities Regarding Federal Tax and
Compensation Issues, and Policy
Recommendations)

MANIVEST =

(O

TR,

it 11 5 ) B 5 8 1HSESS

Structured Tax-motivated Transactions

ZREHMIE AT B1985F &
20014, SEAETEITHFAITH

Wepsk, Hp, RIBPLARKEEH
FE U RS, 19904 & 19954 5
bEE, TR/ T H 4 &N B 15 ﬁ

325(B% . BE—VIFEL£KERIE
B “MEL" £1996FERIA T -

7£ 19961F & 19994F 1 ffE 4% F7 4F
FE, LINATIBEIZHE BN a5 5
B ; ™ B 7 1999/2000% = &£
B, RRRBEXRGEHIABBRAZ
— & EFHiE R EE ( Carryover)
SESRETHMFHRK.

S

—

TR EY20005F, ZRMME
WRMER, RAREERFFBERFE
KEEFE20004F, FHERBAMRBEB
463005 £ TTRYEK F A5 HL o

200298 138, ZRIEXTH
2001 FE T EENFIER, XEE
TRMEEFRBERBLSEET, B
Pt B13,331% 7T,

Rk—, BATLHEL, AL
SEMB R LREAES, SPAE
EXRBHBRART . RESKRANZA

1 ZHE A

ERETEERE ERTEERZ
SAMEE, 19964 E2000F, &
REBEXFEEE KRR EBEBEE
Mam—osE, HNEEWETN
2001, HEMNBRARBLERKS
13,331% |

ML E XKMBFHIRIEZREIRS, %
BHEEHREHeEE®. REZHA
HiHEECHRIG. BB, ZARE
W HIE LI INRTFE . HEE
X EFREZRBNEXR "ZiRE" E?
MBI T L AR B ESRA
‘EEs” . MEERSHTEIL
MUEREN R B /Y.

Br 7T XBBEARK, ZRAF
EEERK FBBZEINELE
( Controlled Foreign
Corporation) Rl #%iE 7 7 B & &
=8
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IZHHE A

. SR IB A SR S

(1996E-2001E )

Fip IEFZR
1996 0
1997 0
1998 0
1999 0
2000 S| B
2001 0
st 3t 21.3

RiR: TIREEFATSHANTL R B

ER&/MEBER

B RABL B ERE . 2001F, HEMT2EE13,331F 1.

HngH Hﬂ%

ZRBEERMT . HUERE)R
70 ERMBMEa ERiE, B
I, fEfifmELANASIHRFAR L
EBRSEIRRXHKEBEHEE—BEMN.
T&, LAHREHBHEENRZE
THE, BRE, REBMBIAEZ
EEREEMBHRR WA ARG E.
Mk, £#RMEXR, AEBRFHES
PY s A TSI 2 B9 — R 2KIR, FHiE Ak
B ARANSNMEH T

1 FLABAGIHAWBZ MBS
, IRAZEARKETESE,

(b, 1995 FEELAREE, HK
B T12ERMNGEEMRS . BLEE
M 5 H R R B 5 — ERZO——an e
RN R E B BRx ENE S

i

sl
—.

41

SEMMBETRE. FE L, B
WmERKEEE, sTAEHSEHI
m B KFTI 0.

MK, RAREUAHIEE
BREEEZS T U R T EE
it

(1) E & £ ¥ i W R RE
( Corporate Tax Issue ) &L 32

2k

(2) B4 &k ¥ FUERE
(Partnership Tax Issue)fy 45 ¥ 1k

¥

(3) EL BN SRLTE E R
il B E& ( International or Financial

Products Provision) B & % 1k

X5

FREEMBEE

(4) ZFAFEHNEREMRS
(Coporale—-owned and  Trust-owned  Life

Insurance Arangement) BIA S RBEZHE;

(5) #HiElkEE, BIEZEEL
=535 ( Tired Preferred Securities ) ,

KREAGES. AN S,

BNEEADBA EBESRE
URXHGHNART, BZZRBIHNER
HA: (NBEIRE; QMUE—&
BEREZZENER, LRI FHR
Zx R A o

HBE, RIBFBKAR, ZARE
HARBENEEBLRZS, BRER
BEREH, AREEHGER. b
Tanya. Valor. Steeleld % CochiseZ
HEH, sieBRESFERAREEL
M5, EmMBIRHE—KEELXN
S{EHBR.

‘LB - hiEE
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SFREMER,

FIM—LEIE B 4N Tomas. Condor.
Teresa. Tammy |FlTammy 1125, BIE
BERFERERNEE, EfNERE
BERBITEEESURERITEEE, I
MR ERE, EEE L, EXIEER
BRABENERZY, EHNEEIRAK
AEETEAZ .

RE —EEELXZFHHER WE

XXl Es. —EHETUS E‘J
MBEENTE (RIMBER) ,
Sh — @ 2t 0 gl @B 5 (Accnmndatian
Party). ?Wﬁfzﬁﬂﬁiﬁﬂﬁﬁﬁz_*’
i, 2B TBERXBMTEBR. BH
T IR B RS, :érﬁiﬁﬁﬂﬁﬁ’]ﬂ#%ﬁ
BT IR, BRRthinEB TR
RS

£ Regegade #lValhallais W 1@
HEF, ZAEBRBIINE T —%
HH, ZEAREBZ—NATAN, E
Bz AGZTEERZERAR5E
SR HRER FAWE.

ZRAEEBUXISHNERLE, B
— @5+, AL EApachelE B . %
EETEESTEMEASHERS
ANFR S ( Tax Deduction ) .

llllll

FEL, ‘SWHE ORBHF

MANIVEST

TR, .

B3, BRZHEWIZ S 2 IA6E
BEIRMBERETER—EEE. AX
5, MBEREMBFETEEFES
EZRHAE., ERBHML, €RTE
MiBBREZE. FRZFHHRRE
A EsiE, FFETHRBEE, Emit
o W U 23 B L B B TS Ak E AU .

tt4n, Tanya. Valor. Steelely
K CochiseFIEBH®, tM&EETE™
RENFIE K, BERMRARMBHRK LA
A Itk E & W @™ ( Producing
ncome) , mIEEX. BEHKM, B
KicERITEEESUEBRITERE
MABLEBARS, HAEMBHRRLE
Rt RERELA WS

E— R YR B MRET A REA B
HEATHRBOEE, E1995F8 %
REMWE, TARARNIREBURS
48 15 20% 18 35 JT B9 i Y A0 R B
M. BR, RAMAESLENTE
1, Rlt, KRBPNEE. EREHN

AMAXFFTB8OBEETH “&
A" o

....}L "_..

VSRR IZ s

(Use of Foreign Special Purpose Enﬂﬁlﬂ'

& IFF 2001128310, £ A
A 1300% 8 A~ =] 38 BY A9SPEs, B1F5
IEABTMEURATE, MmMEZE
FLR, Iid, RAELIKITFBRS
FIZ M AS . BAEMNKE, R
80%HY /g JNSPESEE 2 =7k, & 1M %
FEHETASERE, FEK. BE
BEHEEARS .

R Ea, RAASETI/ARER
REMSPESH AR IE{£H5 250K, AR
T1000Z RiBINRRGT HERIEE?
— =z, B! WEF. BH

TRERTLE
BEXBISPEs, BB & *gﬁﬁpﬁ%ﬁﬂ
RN R E AR, —EREA
BB F =, &L F 20014 128 31
1, TAREHRSHR I TI4EEE,
REHSHBINESR AT AEE, E
th, BEEARESENEREGREEHS
iE 72 3k Bl &R AT .
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TR, NHAZHE

(U]
pa

=_ - OIREBIBILBIXEsE EZEH—ES =Y “BHEER"

(19958E-2001¢F )

ﬁﬁﬂ ﬁfﬁ*’lﬁﬁ wsE

BEE® SEEt |
' CH@ (20014) DB

Arthur Arthur
Andersen Andersen

0.5

Tanya(1995) 66 66 66 66

Akin,
Steele(1997) 65 83 39 78 Bankers ~ Gump, 11
Hauer&Feld

Bankers McKeeNelson,

16

AKin, Gump,
Tomas(1998) 37 113 95 109 alliers Strauss, 14

Trust Hauer&Feld

s Deloitte & Vinson &
Cﬂndnr(1999) 88 328 332 . Elkins 10

Deloitte & Vinson &

Tammy(ZDDU)I 406 o 414 Touche Elkins

B T T T e e R T LT E T T e B L = T T e B B L L T Ty N T e T e P N LS LT T TE T T amaa rSrrT i P A el imaaad [ Sk b @ B R D T L T T T TR N R R T P e e T
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ZX, PTRAZHENE

MR, TABMEAEEIEAFTHN %k, BMTEGER TR -—TEXEL
iZHT, FHARENBRNEREE SNRMBERRHE.
P mE? EFHEERERMBE, &

F3 1R Al 5k OO

& B 2 A B 52 50 B WSR2

(R “SREHR" NER, XxBERECE¥TERHESKRMEEMEBNK, ZERERNFEEEZEERE
B, EXBERIINSZEBELOXBEBAG AT IREKRFEF, ZRIB#E ( Controlled Foreign
Corporation, f&# “CFC” ) REMEBINMIANG M. BER, E—BoHBUTLHETKR.

EENBRFSEETERTEHN. XEIEEERERFA T NEZ—FENHWKE; B2, XEEELER
IR EH# Hl ( Anti-deferral Regimes ) , UM IEFH WK e EEA . 53 st HHEE U A ( Passive
Income ) SEREIMUWA ( Highly Mobile Income ) , AEER MEFIER IR EEE E4HF .

Ha, HiILFUEERENE “SRINEASEH—Fm3E8" ( Controlled Foreign Corporation Rules of
SubpartF) B “#ENNEIZE A SEBI” ( Passive Foreign Investment Company Rules ) .

‘Frabigk” HE, CFCHERBTXBRRNMY, BEEEATE, FERXE, tZREEED
iR, PAlGTASKRRER T, HAEMAE—FAMXBRAEH. g, WRABEIEERRE S ER T Y
ANBEREFER, E—M2EFBERRDENFE, EINESMANERIMURREESHRE. CFCEHER
HY SEBESMBNELASBABRABEARNESNEEMSEAEERRNNE, EXHMBEEFRTH
IMRBEASINBE UL BIRZF IHREE, WFERTERNBREFE. BE, CFCHBARBFHEEREBGKER
HY 73R o

ek, 1986%F, EBIMBWMEZIRFIE 7t HEEIINERBAINRERGIE. B, WHINEKE
NEWERR: HANBBEEAN, MRAEMRFT75%HIN L. B EMTEO%EIN ERBREFE, BFERKRE.
MNE. HE. BrEFRE. EX8AEF

RI|ERIFZHINRE, REASRIIM IEBRATRERKBNAEXBRBATERR, UEERKSZS
ERRTHREEEHN.
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. B%, BNEHPREZN—E
ZFEBERE, EXHATERTHM.
BT BRI R =S, LN EFEIER
B. WEZEEER. Z1EE. UH
AR B MIIEINSPER 20002  JESHIF ASPERTLE AT

B, gt8EKX. EEEBEE. HP, X FE FHFk,

ZHANTHILEBEEBASHRNER

S EliEER, DNHARBRBRIKES ZHRNEEEBEZERRAREZ S,
Ay B Ko Ak, FAEMNERBETAREZME
—.—ﬁﬁ%%ﬁﬁnﬁﬁﬁlﬁa 19915 %
AfFEXBEBERXFBMEABEZES ﬁ;‘;ﬁﬁﬁ“?"%ﬁﬁﬁﬁﬂiﬁﬂﬁ, EE2—EE
MRS T, BEAJREMDAR: BF  IER. F1995F, ZHEBEBHNIE
ZARAAHRABZMRILTRBERZH BE&S&AMHAII0ZEAARNBERAR
WIRENEKE, E2EFARE EHEH, cXBERN, aEZEBEE
REZAREER. REXBEHE MAIULZRERER2ASF (Enron
BHRBFNAEER, EELYS  Development Corporation) .
REMBENERFETE  1097F, RARRAIELERAE

AAREZ> @, ‘Boh, %, EERAEXRBRINIER

B 53 §1) = |& PR 3§l 4508

RANTMEREKRD
S & 5 N Tk B B B B 3 BHE, AIMERRERRIEE
/\ B skiRerr FHNRRZLEBREN, RTERRR

EEraRBz B 2B XREXATSEARBEED

TEpEasiEE SPE. —@IRE, ERA/N, F

K —iEmem gy BN, ENEEBEINERRS,

St 3 EESPERBR—EERAE KR

weE A Ry RERFEK.

 EIHEREEF

£, FRAEERNZH T, TAES

BR 5 @ A R ARISPEM &, #E

wTARpEEE TEEZ, CTERT XRERNA

imE, AAsm AR

SPE( 23 . &kt

. Xl ETEE

MNASRBHEIZEEER

A

4
It is important to note, however, that the mere existence of a large number of entities, even entities formed in jurisdictions that do not impose an
income tax, doesn't necessarily indicate that Enron was using these entities inappropriately from a U.S. Federal tax perspective. {3 ) P373
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Z, PR

ME, BESM. FEZEENRE
JUFENTREERASRES, B
ERRIKEIXBETAREH, EMER

lmo'% T £ BB AR MR
FE4AaA
R ERESE “aEEN" , BE
99% 100% A B,C.DAE TR EH TARE
HIRA KA FE T2
H=TB
IR & (kA | :

2) HEhAEHE,;

HNER 3G 3) FEOBHER;
il 4) ERRETFLE ( Unlimited

FAERREFNQFC

(G{kHIHEE AT
€[5 F e B 81)

i l' Life) . ERREPHE —FIBREXN

AS]CHRYIRA .

B ZE 60 TH B ® 2D
(BIH TR AT EERKES)
ZREBRBEMEPLETELD

(Bl . RARINARERIRERIERE) E2M, TRBEEEMN | ROED
PR | #0 [ @EURE | . Bk, B2
A BREF A B CHA R B S AR & 1K

B LR AEEINERERERER EMEBGnESERATHm A (Venture Partner - A HEIR T
FIRAMREEEE, BE, RRE HIBHBEEARBxATICc FEKRA)RENERT, AR
RRUMIAEFRSPE, EHRRE ( Limited Life Cc}mpany5 ) 99%# RRE EED%%Eﬁﬂ é;_ iﬁ -
XE “AERA" (Check-the- o s b ersm 7 7 /EE B A B, TEE BHEDAAS THERE)E

Box Rule ) JA#R, BR T —xXFrAE B /Y 5. SR R A S E— A %ﬁ%ﬁ%ﬁﬁ&ﬂ%ﬁ&fCﬁjﬂﬂﬁ%{k
Rit, BASRBUNMBLERAT 4.0 smaprens, sag T RCTRERE.
Lo PUER|FRBGREIRN B /Y. B F100%35 4] T itk & kAT, 1848 . " s
BEMED, BHEEMBRAT o, AR
XARNNZARBHEER  CovmpTanmRE. Rk, B _ﬁg*ﬁﬁﬂ_mﬁ'%
B, REE-EWHEERAS (M8  grppy scappsmahE o W " Ceyman
ATA) B, BHBATATER | aael e Triangle ) 1. BRaaRER
E£BEHBHLES ., RBEK, B %—%Fﬁﬂﬂi“ﬂm%%ﬂﬂﬁ ARl
ASIAREE T— R KB BN T FLE R PR A 2 8 PR IS 200 B) 18 22

: i1 5 8 A RAS 35 S
(MEREE) R, MEAFXE  gmsprmaksiRm, BREE

o =L:op
BB & 5 A SEBUN, % ZFH R

%%M%Uﬁ%. 1 Th 32 21 B WO FE /Y

A BRI/ SLimited Life Company R —EARERERHARTFAERHENAS B | B8FHZE ] .
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=R, FNBAE

lUI
A

IR A5 D

71EEH| ( Check-the—-Box Rule )
%iE: (EEERBEATRRSE2ES: UESRALNEH)

X, FENeXEETE, HRENERTATSAEE. 1997F 5y, <BEEHNS. BE.
EFERNCXAGEATEHMANAE, MetHHEMIENAESTERBZ TR ARRANZE TR
E, EMRILARFRNZER, B ANNEIEE,

tbtn, fE1954FKintner—&dh, —B R4 ARIEEAITE [Unincmrpﬂrated Association ) =B EE
%, BMMHEHRHIFZAHBEIRASIAHEEERS, BEMHRBRERY, RERBMPIAERATHERER
BEX, EFRALELEFEE, BFAT.

ETHEBRIACEXMABTEZEFEE, T199%F, =BEAMBFEHELAH [ AEEL ] ( Check-the-
Box Rule ) , :EF SN EAL ( Eligible Entity ) BIEEREEASIREM, EIZHEBIALRRE,

iR [ ZRREE |, FERNLXEABIRBEFTREPBRUVBFERATIXESURT . WREFER
N RABNRIZHERASTE, BKBEIE (Default Rules ) FRE: BERNLEABEMABE N L
ERBEIK, BEREER; EEMNSXABIRE (VN ESE, IIEHEPEHM > 7% ( Disregarded
Entity ) , KB EFH

[ AERE | ST EZARFEZAXAB I REREB AT ESubchapters C. K 35S A%, #E
z, [HBFRE | RECEAGATRE L ZBHEEHASEANCEHAGTERB . [ 9RRL | BRI+
Bldrz2, SRRSO BMET2FE. KA. ANEE. BERAK, h—% KRB RT BHEBANER
60% F 2R B Frif o

P.

Bk, EA0NLkEH, ASER  EMH.
FPRASICRBEZEABEREZAER
( Corporation) , BB, HESH
PREF/ASICIRE 45FAE /A TARNIE
BWEBF AT AZBFY AN R
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BIEEEHEEBREREL, FHEA

S RERE T UEREREE —HRMN
MR FEEAS . EREBFERBRER
BT (HF=HE) RNERDIERE, &
EREEXER, A8, §KEE. B
£, €. FrRESFIESERNE
MTRNRMEEARER, REEEEE
ERWH. A8mEXEF A

T2, RAKENH U FFE
A UEFEEANLT (MNEHEMIZHR
A) i@ty “B2=EH" BiRRB%
REZENEEEHERE. E5kE
s, MFHHEREREAD LR, BME
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HEEERITHNRBNNFLE
B’a:i%. TEARESR AT REBR %
RESEENKE. 01, Z2AEBEHM
FLEMBHEALXEN, RZIRA,

TREBEFHEREMATE R
MiER, ARZX ST, RAREXE
THRARENRE, WHERKES
BB E. S TEEAETRBRE
REGHPIAKR, HFABSRELA
MR SIFEFEN. Bk, IRFEEH
—RINZ G XEETHENT, RERK
XHBENAERKEBRENANEE, FF
BREARTMENRAEZEZER
%, BERRREAER. EmEZ,
ZAREHERAREZIZHNFEMEE

=z, MHR

71, RER

5
Nl
*s
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I
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It
Ra

HRZEM

IR LRSS

Structured Financing Transactions

20 ALER, ZARATND
FERBHBSSIANTAEFEAR.
RMAE, EANAMEEF, KE
MEANTANLEZRANA S EER
EHERREE TESEXK,

ER—RRXARXHTE, &R
— T HEEEASHESN, 5—7N
HAREREEZERREITBESE
No AEBRRIES, BRFERBCK
ABERTEREMARRNOBKE, &7
ZEHmEE. REFRANINARBEE
1791, EREANBEAREREERE
NEFE#EERNEEMBETR, BRF

MANIVEST

X E

BRAMNZEEINE 2R E
84

108
128
211
247
378
491
501
564

T RIEMNR R

iy, HFE2RME, 5HER
AHEZE, RN EEATH L
MFRIREZFEM. BREEATIHN
B3R, ZARANTDVKEXA T EE LR
EX5, HALMSBEER 71008x
THEREES. ZAZFFUEXRAE
BB, TEEREEBILE
LR IABRE BTN, MXADEE
RNV B A,

ZRETEBUMEZZNAR

FEHIE.

1) ZEEEEZF ( Tered
Preferred Securities )

2) # /& F F I, €&

( Investment Unit Securities )
3) ® m T8 1 ®X 5
( Commodity Prepay

Transactions )
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ZXX, PRAZHHEA

Hep, ZRELESNEASES H. LEARRELH. BEFIL
REAREBEPEIERERKSE H#EHEEBRE, FANFTRBRE
g, B¥, KAEmEMXZUER WEK, EXBEIH TREENS
THIER, BERRZARFLESH 2, FRTRAEODRENSEZ.
EHE T ARG M BRE LNES

SR Ak, RKAEMENXZER HTABRERER, MENA
AREBPAETREREMHRERNT . F—IEZ BEEES

C AN EEPATRREI R, RRE A
slEHBRXSNER, AEEERE
HERSFE-—BMEES, MRS

b

=M. SEEFXEE—B

- ==
BITER AGE S : . (BB
EEEw) (FEx) 2 =W ROEG o
144 300 MIPS 1993 200 8.00 50 Lz 18
11.8 400 MIPS 1994 75 9.00 30 = B 60
37.5 400 ToPrs® 1996 200 8.30 20 EM 18
22.0 400 ToPrs 1997 150 8.125 20 EM 18
Deutshe
N/A 200 ACTS’ 1997 200 Z 49 Morgan 60
Grenfell

rE:TDF’rs : Trust Originated Preferred Securities
?AGTS: Ad ust Rate Trust Securities
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Z%, PHEHNE A
EE (A = MIPS & MB K. %A M™m  SPE, KEIRAZEE(R2)) B
( Tiered Preferred Securities ) = %_: ?1?%%%1%9&%%qu§%§”? %%%ﬂ%% ( %(3) )
(1) B — KEISPE( #& (6) ZTARZMASPEFE, FT
ZRE1993 Z1997F 2 EH#T %, TAFNBAHREBSER “BiEsa  EH18EEZE60EA.
THBASERTMMBLIA, WEM J” ) NULLCEBASZ . REERE
BIRFEXREUty)NER, BF Bk, KBIEMABIEA. (6) SPERALMIREE, B

&7 (Indebtedness) B Z- BB L

BB ES.

(2)
TRR, BARNANERE

Z BB ESIEITT1993FE, H
FHE e T

ALRF A R Bh R R EUB R A

SPE #TTHKEZEHENRE

MIPS UL HEOT =B & H L A

Goldman Sachs (& 3 )&% 517 (3) SPE #{TMIPS ( R =

15, MRBEABANERES (Monthly 2 EEABRE ) FEEE, B (1) HZEAFRMZFEmMS,
Income Preferred Securities, &R  HHRRBROLL, EETREHET ATROESAETERBINMN,
"MIPS™ ). HREZFRERITHMAN Bl BELEBESTE. FE SIS, B O e T RS
FEREOTSERENZES . B4EE By F5R

REVNFIEBEES 4) ZREOTRBABESHFT

BT RMAERA4)

(1) SPE

F| S % A8 T HNFR(S)

5 P ()BTRS
(1) JeBEA — B EZ E I AL BB ITMIPS R pue | | BEBRFRER
SPE 2—Ff7ETurks and Caicos Island B3z #ILLC . E(MIPS)

(3) & RTINS B R B B AR S ¥

(6) SHAL: SR AR BRARAMBIEA . ST bR

i aE

(B7: ZABANBERSEHEE)

(2) SPERLZAFREH#ERRK
MR8, BEHFALTARITE, 538
#SPEELILIE, MXEERMIPSE|
NEEEES (NEERE), F128

ELANBMR/ILE,

(3) SPE AEH{EHNLLC, ATl
EXRBERNER.

—B=R, RANTHFEI TR

)

¥ & B9 VINSM & ELKINS LLP ( #
Bh ), BR&EiERE (=5 il
FEERRBETHOLEE T EBEAEN
BEEMETER

Jae ol s T

i

XEBRBEOEELE? ERAZ
BRANE, RARWXBERBETT 7 —
BEE, RERBREZTANTH
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ZR, PRHZHR
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[ AP RE |, EEZANREARNE wmE—70, EoRf, BXHRH
g, UTEXBERBELFEEN BBREESTTZART!
BEL

FDIRAGETL

194 FE BB B LFFET

Should the IRS condone this treatment of debt to “fool” both GAAP and SEC reporting where both
consider the MIPS as having substantial equity features? Look at this way, No debt treatment fools
creditors, no equity treatment fools the market investors, the extendibility of the LLC and notes in the years
at issue allow gradual conversion to actual equity (it seems to me), the continued drain on cash flow
without disclosure to the public seems to set up, in macroeconomic terms, a lot of corporations with

debt/equity not displayed on their books.
If things turn south and payments are suspended,
(1) A lot of investors will be unhappy.

(2) A lot of corporations may be required to make mandatory payments after 18 or so months (in the

depths of a recession) which will endanger shareholders rights.

(3) If enough corporations are required to do this it could materially affect the nation® s economy by

reducing corporate capital available for operations.

This entire matter seems to be “leveraging” just like buying stocks on margin or leveraging your way to
success... It works great in good times but in economic recessions it leads to bankruptcy. Potential non-
tax shareholder derivative questions present in both years...should be considered in a public policy
review by counsel. This is beyond IRS jurisdiction but important public policy implications may be present

if the MIPS structure violates the Enron Board’ s duty to its shareholders to maximize shareholder value...
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