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PART |. FINANCI AL | NFORMATI ON

I TEM 1. FI NANCI AL STATEMENTS

ENRON CORP. AND SUBSI DI ARI ES
CONSOLI DATED CONDENSED | NCOVE STATEMENT
(In MIlions, Except Per Share Amounts)

(Unaudi t ed)
Three Mnths Ended
March 31,
2001 2000
Revenues $50, 129 $13, 145
Costs and Expenses
Cost of gas, electricity and other products 48, 159 11, 888
Qper ating expenses 993 747
Depreci ation, depletion and anortization 213 172
Taxes, other than income taxes 88 66
49, 453 12,873
Qperating | ncone 676 272
Q her | ncome and Deductions
Equity in earnings of unconsolidated equity
affiliates 74 264
Gai ns on sal es of non-nerchant assets 32 18
O her incone, net 13 70
I nconme before Interest, Mnority Interests
and | ncome Taxes 795 624
Interest and Rel ated Charges, net 201 161
Di vi dends on Conpany- Obl i gated Preferred
Securities of Subsidiaries 18 18
Mnority Interests 40 35
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72
338
338
20
$ 318
$ 0.44
$ 0.44
$ 0.40
$ 0.40
723
852

Decenber 31,
2000

$ 1,374

10, 396
1,874
12,018
953
2,433
1,333
30, 381

5,294
8, 988
3,638
5, 459
23,379

6,916
4,766
839
682
2,256
15, 459

3,716
11, 743

I ncome Taxes 130
Net I ncone Before Cunul ative Effect of
Accounti ng Changes 406
Curul ative Effect of Accounting Changes,
net of tax 19
Net | ncone 425
Preferred Stock Dividends 20
Earni ngs on Common St ock $ 405
Earni ngs per Share of Common Stock
Basi ¢
Before Cunul ative Effect of Accounting Changes $ 0.51
Cunul ative Effect of Accounting Changes 0. 03
Basi ¢ Earni ngs per Share $ 0.54
Diluted
Before Cunul ative Effect of Accounting Changes $ 0.47
Cunul ative Effect of Accounting Changes 0.02
Di | uted Earnings per Share $ 0.49
Aver age Nunber of Common Shares Used in Conputation
Basi c 752
Di | uted 872
<FN>
The acconpanying notes are an integral part of these consolidated financial
statenents.
PART |. FINANCI AL | NFORVATI ON - (Conti nued)
I TEM 1. FI NANCI AL STATEMENTS - ( Conti nued)
ENRON CORP. AND SUBSI DI ARI ES
CONSOL| DATED BALANCE SHEET
(In MI1lions)
(Unaudi t ed)
March 31,
2001
ASSETS
Current Assets
Cash and cash equival ents $ 1,086
Trade recei vabl es (net of allowance for doubtful
accounts of $416 and $133, respectively) 8, 949
O her receivabl es 2,361
Assets fromprice risk managenent activities 12,672
I nventories 650
Deposi ts 2,349
Q her 1,100
Total Current Assets 29, 167
I nvestnents and Qther Assets
Investnents in and advances to unconsol i dated
equity affiliates 5,694
Assets fromprice risk managenent activities 9, 998
Goodwi | | 3, 609
Q her 7,217
Total Investnents and Ot her Assets 26,518
Property, Plant and Equi pnent, at cost
Nat ural gas transm ssion 6, 987
El ectric generation and distribution 4,518
Fi ber-optic network and equi prent 912
Construction in progress 696
Q her 2,184
15, 297
Less accumul at ed depreci ation, depletion
and anortization 3,722
Property, Plant and Equi pment, net 11, 575
Total Assets $67, 260

<FN>

$65, 503

The acconpanyi ng notes are an integral part of these consolidated financial

statenents.
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PART |. FINANCI AL | NFORVATI ON - (Conti nued)
I TEM 1. FI NANCI AL STATEMENTS - ( Conti nued)
ENRON CORP. AND SUBSI DI ARI ES
CONSOLI DATED BALANCE SHEET
(In MI1lions)

(Unaudi t ed)

March 31, Decenber 31,

2001 2000
LI ABI LI TIES AND SHAREHOLDERS' EQUITY
Current Liabilities
Accounts payabl e $ 8,686 $ 9,777
Liabilities fromprice risk managenent
activities 10, 840 10, 495
Short-term debt 2,159 1,679
Customers' deposits 3,495 4,277
Q her 2,390 2,178
Total Current Liabilities 27,570 28, 406
Long- Ter m Debt 9,763 8, 550
Deferred Credits and Qther Liabilities
Def erred i ncone taxes 1,625 1, 644
Liabilities fromprice risk managenent
activities 10, 472 9,423
Q her 2,781 2,692
Total Deferred Credits and OQther Liabilities 14,878 13,759
Mnority Interests 2,418 2,414
Conpany- Obl i gated Preferred Securities
of Subsidiaries 904 904
Shar ehol ders' Equity
Second preferred stock, cunulative, no par val ue 121 124
Mandatorily Convertible Junior Preferred
Stock, Series B, no par value 1, 000 1, 000
Common st ock, no par val ue 9,513 8, 348
Ret ai ned earni ngs 3,525 3,226
Accunul at ed ot her conprehensive income (1, 193) (1, 048)
Common stock held in treasury (1,082) (32)
Restricted stock and ot her (157) (148)
Total Sharehol ders' Equity 11, 727 11, 470
Total Liabilities and Sharehol ders' Equity $67, 260 $65, 503
<FN>
The acconpanying notes are an integral part of these consolidated financial
statenents.

PART |. FINANCI AL | NFORVATI ON - (Conti nued)
I TEM 1. FI NANCI AL STATEMENTS - ( Conti nued)
ENRON CORP. AND SUBSI DI ARI ES
CONSOLI DATED STATEMENT OF CASH FLOWS
(In MIlions)

(Unaudi t ed)

Three Mnths Ended

March 31,
2001 2000
Cash Flows From Operating Activities
Reconciliation of net income to net cash
used in operating activities
Net incone $ 425 $ 338
Cunul ative effect of accounting changes,
net of tax (19) -
Depreci ation, depletion and anortization 213 172
Deferred income taxes 113 30
Gai ns on sal es of non-nerchant assets (32) (18)
Changes in conponents of working capital (599) (313)
Net assets fromprice risk managenent
activities (270) (52)
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Mer chant assets and investnents:

Real i zed gains on sal es 26 (31)
Proceeds from sal es 135 199
Addi tions and unrealized gains (74) (517)
Ot her operating activities (382) (265)
Net Cash Used in Operating Activities (464) (457)
Cash Flows From I nvesting Activities
Capi tal expenditures (382) (496)
Equity investnents (716) (316)
Proceeds from sal es of non-nerchant investnents 339 17
Acqui sition of subsidiary stock - (485)
Busi ness acqui sitions, net of cash acquired (33) (144)
QG her investing activities (332) (69)
Net Cash Used in Investing Activities (1,124) (1,493)
Cash Flows From Financing Activities
| ssuance of |ong-term debt 1, 747 1, 361
Repaynent of |ong-term debt (996) (393)
Net increase in short-term borrow ngs 799 962
I ssuance of comon stock 119 179
| ssuance of preferred securities of subsidiaries - 105
Di vi dends paid (143) (156)
Net (acquisition) disposition of treasury stock (226) 70
Net Cash Provided by Financing Activities 1, 300 2,128
I ncrease in Cash and Cash Equival ents (288) 178
Cash and Cash Equival ents, Beginning of Period 1,374 288
Cash and Cash Equival ents, End of Period $ 1,086 $ 466
Changes i n Conponents of Working Capital
Recei vabl es $ 627 $ (824)
I nventories 169 156
Payabl es (1, 062) 732
QO her (333) (377)
Tot al $ (599) $ (313)
<FN>
The acconpanying notes are an integral part of these consolidated financial
statenents.

PART 1. FI NANCI AL | NFORMATI ON - (Conti nued)

| TEM 1. FI NANCI AL STATEMENTS - (Conti nued)
ENRON CORP. AND SUBSI DI ARl ES
NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS

1. BASIS OF PRESENTATI ON

The consolidated financial statements included herein
have been prepared by Enron Corp. (Enron) without audit
pursuant to the rules and regul ations of the Securities and
Exchange Conmi ssion. Accordingly, these statenents reflect
all adjustnents (consisting only of normal recurring
entries) which are, in the opinion of managenment, necessary
for a fair statenent of the financial results for the
interimperiods. Certain information and notes nornally
included in financial statements prepared in accordance with
general ly accepted accounting principles have been condensed
or omtted pursuant to such rules and regul ations, although
Enron believes that the disclosures are adequate to nake the
i nformati on presented not m sl eading. These consolidated
financial statenments should be read in conjunction with the
financial statements and the notes thereto included in
Enron's Annual Report on Form 10-K for the year ended
Decenber 31, 2000 (Form 10-K)

The preparation of financial statenments in conformty

with generally accepted accounting principles requires
managenent to nmake estimates and assunptions that affect the
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reported anounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the
financial statenents and the reported anobunts of revenues
and expenses during the reporting period. Actual results
could differ fromthose estinmates.

Certain reclassifications have been made in the 2000
anounts to conformw th the 2001 presentation

"Enron" is used fromtine to tine herein as a collective
reference to Enron Corp. and its subsidiaries and
affiliates. The businesses of Enron are conducted by the
subsidiaries and affiliates whose operations are managed by
their respective officers.

2. SUPPLEMENTAL CASH FLOW | NFORMATI ON

Net cash paid for incone taxes for the first quarter of
2001 and 2000 was $100 million and $11 mllion
respectively. Cash paid for interest for the sane peri ods,
net of anpunts capitalized, was $200 mllion and $164
mllion, respectively.

I n 2000, Enron entered into an agreenment with Azurix
under which the holders of Azurix's approximately 39 mllion
publicly traded shares would receive cash of $8.375 in
exchange for each share. On March 16, 2001, Azurix
shar ehol ders approved the agreenent whereby Enron paid
approximately $330 mllion for an equival ent nunber of
shares held by the public and all publicly traded shares
of Azurix Corp were redeened

Non- Cash Activity. |In March 2001, Enron acquired the
limted partner's interests in an unconsolidated equity
affiliate, Joint Energy Devel opnent |Investnments Limted
Partnership (JEDI), for $35 mllion. As a result of the
acqui sition, JEDI has been consolidated. JEDI's bal ance
sheet as of the date of acquisition consisted of net assets
of approximtely $500 million, including an investnment of 12
mllion shares of Enron common stock val ued at approxi mately
$785 million, nerchant investments and other assets of
approximtely $670 mllion and third-party debt and debt
owed to Enron of approximately $950 nmillion. Enron repaid
the third-party debt of approximately $620 million prior to
March 31, 2001. Also see Note 8

3. LITI GATI ON AND OTHER CONTI NGENCI ES

Enron is a party to various clainms and litigation, the
significant itens of which are discussed below. Although no
assurances can be given, Enron believes, based on its
experience to date and after considering appropriate
reserves that have been established, that the ultimte
resol ution of such itenms, individually or in the aggregate,
will not have a material adverse inpact on Enron's financia
position or results of operations.

Litigation. In 1995, several parties (the Plaintiffs)

filed suit in Harris County District Court in Houston
Texas, against Intratex Gas Conpany (Intratex), Houston Pipe
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Li ne Conpany and Panhandl e Gas Conpany (collectively, the
Enron Defendants), each of which is a wholly-owned
subsidiary of Enron. The Plaintiffs were either sellers or
royal ty owners under numerous gas purchase contracts with
Intratex, many of which have termnated. Early in 1996, the
case was severed by the Court into two matters to be tried
(or otherwi se resolved) separately. 1In the first matter,
the Plaintiffs alleged that the Enron Defendants conmmtted
fraud and negligent misrepresentation in connection with the
"Panhandl e program " a special marketing program established
in the early 1980s. This case was tried in October 1996 and
resulted in a verdict for the Enron Defendants. In the
second matter, the Plaintiffs allege that the Enron

Def endants violated state regulatory requirenents and
certain gas purchase contracts by failing to take the
Plaintiffs' gas ratably with other producers' gas at certain
ti mes between 1978 and 1988. The trial court certified a
class action with respect to ratability claims. On March 9,
2000, the Texas Supreme Court ruled that the trial court's
class certification was i nproper and remanded the case to
the trial court. The Enron Defendants deny the Plaintiffs
claims and have asserted various affirmative defenses,
including the statute of Iimtations. The Enron Defendants
beli eve that they have strong | egal and factual defenses,
and intend to vigorously contest the clains. Although no
assurances can be given, Enron believes that the ultimte
resolution of these matters will not have a material adverse
effect on its financial position or results of operations.

On Novenber 21, 1996, an explosion occurred in or around
the Humberto Vidal Building in San Juan, Puerto Rico. The
explosion resulted in fatalities, bodily injuries and damage
to the building and surroundi ng property. San Juan Gas
Conpany, Inc. (San Juan Gas), an Enron affiliate, operated a
propane/air distribution systemin the vicinity, but did not
provi de service to the building. Enron, San Juan Gas, four
affiliates and their insurance carriers were named as
def endants, along with several third parties, including The
Puerto Rico Aqueduct and Sewer Authority, Puerto Rico
Tel ephone Conpany, Heath Consultants |ncorporated, Hunberto
Vidal, Inc. and their insurance carriers, in numerous
lawsuits filed in U S. District Court for the District of
Puerto Rico and the Superior Court of Puerto Rico. These
suits seek dammges for wongful death, personal injury,
busi ness interruption and property damge all egedly caused
by the explosion. After nearly four years without
determ ning the cause of the explosion, all parties have
agreed not to litigate further that issue, but to nove these
suits toward settlenments or trials to determ ne whether each
plaintiff was injured as a result of the explosion and, if
so, the | awful danmges attributable to such injury. The
def endants have agreed on a fund for settlenents or fina
awards. Nunerous cl ai ns have been settled. Although no
assurances can be given, Enron believes that the ultimte
resol ution of these matters will not have a naterial adverse
effect on its financial position or results of operations.

Trojan I nvestnment Recovery. In early 1993, Portl and

General Electric (PGE) ceased conmercial operation of the
Troj an nucl ear power generating facility. The Oregon Public
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Uility Comm ssion (OPUC) granted PGE, through a genera
rate order, recovery of, and a return on, 87 percent of its
remai ni ng i nvestnent in Trojan.

The OPUC s general rate order related to Trojan has been
subject to litigation in various state courts, including
rulings by the Oregon Court of Appeals and petitions to the
Oregon Suprenme Court filed by parties opposed to the OPUC s
order, including the Uility Reform Project(URP) and the
Citizens Uility Board (CUB).

I n August 2000, PGE entered into agreenents with the CUB
and the staff of the OPUC to settle the litigation related
to PGE's recovery of its investnent in the Trojan plant.
Under the agreenents, the CUB agreed to withdraw fromthe
litigation and to support the settlenent as the neans to
resolve the Trojan litigation. The OPUC approved the
accounting and ratemaking elenents of the settlenent on
Septenmber 29, 2000. As a result of these approvals, PCE' s
investment in Trojan is no longer included in rates charged
to custoners, either through a return on or a return of that
i nvestnment. Collection of ongoing deconm ssioning costs at
Trojan is not affected by the settlement agreenents or the
Sept ember 29, 2000 OPUC order. Wth the CUB s withdrawal,
the URP is the one remmining significant adverse party in
the litigation. The URP has indicated that it plans to
continue to challenge the OPUC order allow ng PGE recovery
of and a return on its investnment in Trojan.

Enron cannot predict the outconme of these actions.
Al t hough no assurances can be given, Enron believes that the
ultimate resolution of these matters will not have a
mat eri al adverse effect on its financial position or results
of operations.

Environmental Matters. Enron is subject to extensive
federal, state and | ocal environnental |aws and regul ati ons.
These | aws and regul ati ons require expenditures in
connection with the construction of new facilities, the
operation of existing facilities and for renedi ation at
various operating sites. The inplenmentation of the Clean
Air Act Anendnents is expected to result in increased
operating expenses. These increased operating expenses are
not expected to have a material inpact on Enron's financia
position or results of operations.

Enron's natural gas pipeline conpanies conduct soil and
groundwat er remedi ati on on a nunber of their facilities.
Enron does not expect to incur material expenditures in
connection with soil and groundwater renediation

4. EARNI NGS PER SHARE
The conputation of basic and diluted earnings per share

is as follows (in mllions, except per share anounts):

Three Months Ended
March 31,
2001 2000
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Nurrer at or :
Basi ¢
I ncome before cunul ative effect of
accounting changes $ 406 $ 338
Preferred stock dividends:
Second Preferred Stock (4) (4)
Series B Preferred Stock (16) (16)

I ncone avail able to comon sharehol ders
before cumul ative effect of accounting

changes 386 318

Cumul ative effect of accounting changes 19 -

I ncome avail able to common sharehol ders $ 405 $ 318
Diluted

I ncone avail able to comon sharehol ders

before cunul ative effect of accounting

changes $ 386 $ 318
Ef fect of assunmed conversion of

dilutive securities:

Second Preferred Stock 4 4
Series B Preferred Stock 16 16
I ncome before cunul ative effect of
accounting changes 406 338
Cunul ative effect of accounting changes 19 -
I ncome avail able to comon sharehol ders
after assumed conversion $ 425 $ 338

Denoni nat or :
Denoni nator for basic earnings per
share - wei ghted-average shares 752 723
Effect of dilutive securities:
Preferred stock:

Second Preferred Stock 33 35
Series B Preferred Stock 50 50
Stock options and other equity instrunments 37 44
Dilutive potential comon shares 120 129

Denoni nator for diluted earnings per
share - adjusted wei ght ed-average
shares and assuned conversi ons 872 852

Basi ¢ earnings per share:
Bef ore cunul ative effect of

accounting changes $0. 51 $0. 44
Cunul ative effect of accounting changes 0.03 -
Basi c earnings per share $0. 54 $0. 44

Di l uted earnings per share:
Bef ore cunul ative effect of

accounting changes $0. 47 $0. 40
Cunul ative effect of accounting changes 0.02 -
Di luted earnings per share $0. 49 $0. 40

5. COVPREHENSI VE | NCOVE

Conpr ehensive inconme includes the following (in

mllions):
First Quarter
2001 2000
Net incone $ 425 $ 338
O her conprehensive inconme (net of tax):
Foreign currency translation adjustnent (150) (a) (2)
Derivative instrunments:
Cunul ative effect of accounting changes 25 -

Deferred | oss on derivative instruments

associ ated with hedges of future cash

flows (8) -
Recognition in earnings of previously

deferred gaines related to derivative

instruments used as cash fl ow hedges (13) (b) -
Change in value of available-for-sale

i nvestment s 1 (13)

Total conprehensive inconme $ 280 $ 323

<FN>

(a) Change primarily reflects the decline in value of the
Brazilian real.

(b) Includes an after-tax gain of $10 million related to the
di sconti nuance of a cash flow hedge of a forecasted
transaction that becane probable of not occurring.
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6. BUSI NESS SEGVENT | NFORMATI ON

Enron's business is divided into operating segnents,
defi ned as conponents of an enterprise about which financia
information is available and evaluated regularly by the
O fice of the Chairman, which serves as the chief operating
deci si on maki ng group

Begi nning in 2001, the commobdity-related risk managenent
activities of Retail Energy Services' North Anerican
custoner contracts were transferred to the \Wol esal e
Servi ces segnent, consolidating all energy commdity risk
managenent activities within one operating segnent. In
2001, Retail Energy Services' business includes origination
of new commpdity and energy asset nmnagenent and services
contracts, execution of energy asset managenment and services
activity and managenent of custonmer rel ationships. Year
2000 results in the follow ng table have been restated to
reflect this change.

Ret ai | Transportation Cor porate
Whol esal e Ener gy Broadband and and

(In MIlions) Services(c) Services(c) Servi ces Distribution Ot her (d) Tot al
Three Months Ended

March 31, 2001
Unaffiliated revenues(a) $48, 407 $ 642 $ 85 $ 933 $ 62 $50, 129
I ntersegment revenues(b) 99 51 (2) 80 (228) -

Total revenues $48, 506 $ 693 $ 83 $1, 013 $ (166) $50, 129
Income (loss) before interest,

mnority interests and

income taxes $ 755 $ 40 $ (35) $ 193 $ (158) $ 795
Three Months Ended

March 31, 2000
Unaffiliated revenues(a) $12,162 $ 288 $ 59 $ 599 $ 37 $13, 145
I ntersegment revenues(b) 167 26 - 4 (197) -

Total revenues $12, 329 $ 314 $ 59 $ 603 $ (160) $13, 145
Income (loss) before interest,

mnority interests and

income taxes $ 429 $ 6 $ - $ 233 $ (44) $ 624
<FN>
(a) Unaffiliated revenues include sales to unconsolidated affiliates.
(b) Intersegnent sales are made at prices conparable to those received

fromunaffiliated customers and in some instances are affected by

regul atory considerations.

(c) The 2000 amounts have been restated. Prior to the restatement, Retail
Energy Services reported revenues and IBIT of $642 million and $16 m|lion,
respectively, for the first quarter of 2000. Revenues and IBIT were $4,615
mllion and $165 million, respectively, for the full year 2000. Restated
full year 2000 revenues and IBIT were $1,766 mllion and $173 mllion,
respectively. Operating results in 2001 include servicing charges from
Whol esal e Services for management of Retail Services' risk management
activities.

(d) Includes consolidating elimnations.

Total assets by segnent are as follows (in mllions):

March 31, Decenber 31,

2001 2000
Whol esal e Services $52, 766 $51, 131
Retai| Energy Services 1, 287 1,173(a)
Broadband Services 1,418 1,337
Transportation and Distribution 8,438 8, 283
Corporate and O her 3,351 3,579
Total Assets $67, 260 $65, 503

<FN>

(a) Retail Energy Services' total assets have been restated.
Prior to the restatenent, total assets at Decenber 31,
2000 were $4,370 million.
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7. DERI VATI VE | NSTRUMENTS

On January 1, 2001, Enron recognized an after-tax non-
cash gain of $19 mllion in earnings and deferred an after-tax
non-cash gain of $25 million in "Accunul ated Ot her Conprehensive
I ncome"” (OCl), a conponent of sharehol ders' equity and
reclassified $277 mllion from"Long-Term Debt" to "Cther
Liabilities" to reflect the initial adoption of Statenent of
Fi nanci al Accounting Standard No. 133, "Accounting for
Derivative Instrunents and Hedgi ng Activities" (SFAS No
133). SFAS No. 133 nust be applied to all derivative
instruments and requires that such instrunents be recorded
in the balance sheet either as an asset or a liability
neasured at its fair value through earnings, with specia
accounting permtted for certain qualifying hedges as descri bed
in the foll ow ng paragraphs.

In the ordinary course of business, Enron enters into
derivative instruments, as defined in SFAS No. 133, as part
of its normal risk managenent operations, which are subject
to parameters established by Enron's Board of Directors.
The adoption of SFAS No. 133 has no inpact on the way Enron
accounts for its risk managenent business activities.

On a nuch nore linmted basis, Enron's other businesses
enter into derivative instrunents, such as forwards, swaps
and other contracts, in order to hedge certain non-trading risks,
including interest rate risk, combdity price risk and
foreign currency exchange rate risk. Enron primarily uses
cash flow hedges, for which Enron's objective is to provide
protection against variability in cash flows due to an
associ ated variable risk. Enron accounts for such hedgi ng
activity by initially deferring the gain or loss related to
the fair value changes in derivative instruments in OCl
The deferred change in fair value is then reclassified into
i ncome concurrently with the recognition in inconme of the cash
flow item hedged. The net after-tax ampunt expected to be
reclassified fromOCl within the next 12 nonths is immterial
Enron has also entered into a limted nunber of fair value hedges
to protect the fair value of certain liabilities fromvariability
caused by fluctuations in either interest rates or foreign currency
exchange rates. Enron accounts for these hedges by recogni zing the
fair value of both the derivative instrunment and the hedged item
into income concurrently. Enron had no material ineffectiveness
in any cash flow or fair value hedges in the first quarter of 2001
Enron al so holds a Ilinmted nunber of derivative instruments in its
non-ri sk managenent busi nesses, which do not neet the requirenents
of SFAS No. 133 for hedge accounting, but provide Enron with an
econom ¢ hedge of an associated risk

The maxi mum amount of time over which cash flow
exposure in forecasted transactions are hedged excl udi ng
hedges of variable interest rate risk on existing financia
instrunments is approximtely 20 years. Derivative contracts
are entered into with counterparties who are equivalent to
i nvestment grade. Accordingly, Enron does not anticipate
any nmaterial inmpact to its financial position or results of
operations as a result of nonperformance by the third
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parties on derivative instrunents related to non-risk
managenent busi ness activities.

The i npact of Enron's accounting for SFAS No. 133 on
earnings and on OCl is dependent upon certain pending
interpretations, including those related to application
of the "normal purchases and nornal sal es" exclusion to
certain power contracts in an electric utility business.

For purposes of determi ning the inpact upon adoption, Enron
has elected to treat under the "normal purchases and nornal
sal es" exception certain contracts related to the regul ated
activities at PGE for the purchase and sale of electricity.
The interpretation of this issue, and others, are currently
under consideration by the Financial Accounting Standards
Board (FASB). While the ultimte conclusions reached on
interpretations being considered by the FASB coul d i npact
the effects of Enron's accounting for SFAS No. 133, Enron
does not believe that such conclusions woul d have a materia
effect on Enron's financial position or results of operations.

8. RELATED PARTY TRANSACTI ON

During the first quarter of 2001, Enron entered into
transactions with linmted partnerships (the Related Party),
whose general partner is a senior officer of Enron. The
limted partners of the Related Party are unrelated to
Enron. All transactions with the Related Party are approved
by Enron's senior risk officers as well as reviewed annually
by the Board of Directors. Managenent believes that the
terms of the transactions with the Related Party were
reasonabl e conpared to those which could have been
negotiated with unrelated third parties.

Enron entered into transactions with the Related Party to
hedge certain nmerchant investnments and ot her assets. As
part of these transactions, Enron has entered into
agreenents with entities forned in 2000 (the Entities),
whi ch included the obligation to deliver 12 million shares
of Enron conmon stock in March 2005 (the Comm tnent) and
entered into derivative instrunents which elimnated the
contingent nature of existing restricted forward contracts
executed in 2000. The Commitnment and the shares to be
delivered under the derivative instruments are restricted
t hrough March 2005. I n exchange, Enron received note
receivables fromthe Entities totaling approxinmately $827.6
mllion. |In addition, Enron entered into share settled
costless collar arrangenents with the Entities on the 12
mllion shares of Enron conmon stock. Such transactions
will be accounted for as equity transacti ons when settl ed.
Enron received a $6.5 nmillion note receivable fromthe
Entities to term nate share-settled options on 7.1 mllion
shares of Enron common stock. The transactions resulted in
non-cash increases to non-current assets and equity.

In the first quarter of 2001, Enron recogni zed net
revenues of approximately $236.1 million, primarily rel ated
to the change in the market val ue of derivatives instrunents
entered into with the Entities in 2000 to hedge certain
nmer chant investnents and other assets. Revenues recogni zed
on the derivative instrunents offset market val ue changes of
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certain merchant investnents and price risk managenent
activities. 1In addition, Enron and the Entities term nated
certain derivative instrunents (originally entered into in
2000) with a conbined notional value of approximtely $658.5
mllion. Enron received a note receivable fromthe Entities
for approximately $81.7 million related to such

term nations. At March 31, 2001, cash in the Entities of
$138 mllion was invested in Enron demand notes. Enron
recogni zed $22 mllion and $3.5 mllion of interest incone
and i nterest expense, respectively, on notes receivable from
and notes payable to the Entities.

In the first quarter of 2001, Enron received
approximately $62 mllion from Witew ng Associates, LP, an
unconsol idated equity affiliate, related to securitizations.

9. RECENT DEVELOPMENTS

Devel opnents in the California Power Market. During
2000, prices for wholesale electricity in California
significantly increased as a result of a conbination of
factors, including higher natural gas prices, reduction in
avail abl e hydroel ectric generation resources, increased
demand, over-reliance on the spot market for electricity and
limtations on supply. California's regulatory regine
instituted in 1996 permtted whol esale price increases but
froze retail prices below nmarket |levels. The resulting
di sparity between costs of supply and custoner revenues
caused two of California' s public utilities, Pacific Gas &
El ectric Conpany (PG&E) and Southern California Edison
Conmpany (SCE), to accrue substantial unrecovered whol esal e
power costs and certain obligations related to the
di fference between third party power purchase costs and
frozen rates charged to retail customers. PG&E and SCE have
defaul ted on or are chall engi ng paynents owed for certain
out st andi ng obligations, including whol esal e power purchased
through the California Power Exchange (the Power Exchange),
fromthe California |Independent System Operator (the
I ndependent System Operator), and from qualifying
facilities. |In addition, PGE and the Power Exchange each
have filed a voluntary petition for bankruptcy.

Various |egislative, regulatory and | egal renedies to the
energy situation in California have been inplemented or are
bei ng pursued, and may result in restructuring of markets in
California and el sewhere. Additional initiatives are likely
at the Federal, state and local level, but it is not
possible to predict their outcone at this tine.

Enron has entered into a variety of transactions with
California utilities, the Power Exchange, the |Independent
System Operator, end users of energy in California, and
other third parties, and is owed anpunts by certain of these
entities. Enron has established reserves related to such
activities and believes that the conbination of such
reserves in accounts receivables and price risk nmanagenent
assets and other credit offsets with such parties are
adequate to cover its exposure to devel opnents in the
California power market. Due to the uncertainties involved,
the ultimte outcome of the California power situation
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cannot be predicted, but Enron believes these matters will
not have a material adverse inpact on Enron's financia
condition or results of operations.

India. Enron indirectly owns 50% of the net voting
i nterest in Dabhol Power Conpany (Dabhol), which owns a 740
negawatt power plant and is devel oping an additional 1,444
megawatt power plant together with an LNG regasification
facility in India. Enron accounts for its investnent in
Dabhol under the equity methodand the debt of Dabhol is non-
recourse to Enron. Dabhol has been in dispute with the
Maharashtra State Electricity Board (MSEB), the purchaser of
power from Dabhol, and the Governnment of Maharashtra (GOM
and the federal governnent of India (GO), the guarantors of
paynents by the MSEB pursuant to the terns and conditions of
t he power purchase agreenents (PPA) and the other project
docunents. The contract disputes relate principally to the
failure by the MSEB to pay certain capacity and energy
payments under the PPA, and the failure of the GOM and GO
to satisfy certain guarantee obligations under the project
docunents. There is no assurance that Dabhol will be able
to resolve such disputes to its favor and to successfully
collect on and to enforce any judgnent or settlenment.
However, Dabhol believes that the MSEB' s actions are in
clear violation of the ternms of the PPA, and Dabhol intends
to pursue all avail able |egal renedi es under the project
docunents. Accordingly, Enron does not believe that any
contract dispute related to Dabhol would have a materia
adverse inpact on Enron's financial condition or results of
operations.

Term nation of Portland General Sales Agreenent. On
April 26, 2001, Enron announced that the previously
di scl osed agreenent to sell Portland General to Sierra
Paci fic Resources had been ternminated by the mutual consent
of both parties because the effect of developnments in
California and Nevada on the purchaser had nade conpl etion
of the transaction inpractical.

PART 1. FINANCI AL | NFORMATI ON - (Conti nued)
| TEM 2. MANAGEMENT' S DI SCUSSI ON AND ANALYSI S OF
FI NANCI AL CONDI TI ON AND RESULTS OF OPERATI ONS
ENRON CORP. AND SUBSI DI ARl ES
RESULTS OF OPERATI ONS

First Quarter 2001
vs. First Quarter 2000

The followi ng review of Enron's results of operations
shoul d be read in conjunction with the Consolidated
Fi nanci al St atenents.

RESULTS OF OPERATI ONS

Consol i dated Net | ncone
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Enron's first quarter 2001 net incone was $406 mllion
(excluding a gain of $19 mllion related to the cunul ative
ef fect of accounting changes) conpared to $338 million in

the first quarter of 2000. Enron's business is divided into
five operating segnents including:

Whol esal e Services. \Whol esale Services includes Enron's
whol esal e busi nesses around the world. \Whol esale Services
operates in devel oped markets such as North Anerica and
Eur ope, as well as devel oping or newly deregul ati ng markets
i ncludi ng South Anerica, India and Japan

Retail Energy Services. Enron, through its subsidiary
Enron Energy Services, LLC (Energy Services), is extending
its energy expertise and capabilities to end-use retai
custonmers in the industrial and comrercial business sectors
to manage their energy requirenments and reduce their tota
energy costs.

Broadband Services. Enron's broadband services business
(Broadband Services) provides customers with a single source
for broadband services, including network services internediation
and the delivery of prem um content.

Transportation and Distribution. Transportation and
Di stribution consists of Enron Transportation Services
(Transportation Services) and Portland CGeneral
Transportation Services includes Enron's interstate natural
gas pipelines, primarily Northern Natural Gas Conpany
(Northern), Transwestern Pipeline Conpany (Transwestern),
Enron's 50% interest in Florida Gas Transm ssi on Conpany
(Florida Gas) and Enron's interests in Northern Border
Partners, L.P. and EOTIT Energy Partners, L.P. (EOTT).

Corporate and Other. Corporate and O her includes
Enron's investnment in Azurix Corp. (Azurix), which provides
wat er and wastewater services, results of Enron Renewabl e
Energy Corp. (EREC), which devel ops and constructs wi nd-
generated power projects, and the operations of Enron's
nmet hanol and MIBE plants as well as overall corporate
activities of Enron

Basi ¢ and dil uted earnings per share of conmmon stock were
as follows:

First Quarter
2001 2000
Basi ¢ earnings per share:
Before cunul ati ve effect of accounting
changes $ 0.51 $ 0.44
Cunul ative effect of accounting changes 0.03

$ 0.54 $ 0.44

Di l uted earnings per share:
Bef ore cunul ative effect of accounting
changes $ 0.47 $ 0.40
Curul ative effect of accounting changes 0.02 -
$ 0.49 $ 0.40

I ncone Before Interest, Mnority Interests and | ncone Taxes
The followi ng table presents inconme before interest,
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mnority interests and incone taxes (IBIT) for each of
Enron's operating segnents (in mllions):

First Quarter

2001 2000
Whol esal e Energy Operations and Services $ 755 $ 429
Retai | Energy Services 40 6
Broadband Services (35) -
Transportation and Distribution:
Transportation Services 133 128
Portland General 60 105
Corporate and O her (158) (44)
I ncone before interest,
mnority interests and taxes $ 795 $624

Wol esal e Services

Enron builds its whol esal e busi nesses through the
creation of networks involving selective asset ownership
contractual access to third-party assets and market - maki ng
activities. Each market in which \Wol esal e Services
operates utilizes these conponents in a slightly different
manner and is at a different stage of devel opnent. This
network strategy has enabl ed Whol esal e Services to establish
a |leading position in its markets. Whol esale Services
activities are categorized into two business lines: (a)
Commodity Sal es and Services and (b) Assets and | nvestnents.
Activities may be integrated into a bundled product offering
for Enron's custoners.

Whol esal e Servi ces manages its portfolio of contracts and
assets in order to mexim ze value, mnimze the associ ated
ri sks and provide overall liquidity. In doing so, Wolesale
Services uses portfolio and risk managenment disciplines,

i ncluding offsetting or hedging transactions, to nmanage
exposures to market price novenents (commodities, interest
rates, foreign currencies and equities). Additionally,

Whol esal e Services manages its liquidity and exposure to
third-party credit risk through nonetization of its contract
portfolio or third-party insurance contracts. \Wholesale
Services also sells interests in certain investments and

ot her assets to inprove liquidity and overall return, the
timng of which is dependent on nmarket conditions and
managenent's expectations of the investnent's val ue.

The following table reflects IBIT for each business |ine
(in mllions):

First Quarter

2001 2000

Commodity Sal es and Services $785 $256

Assets and | nvestments 59 220

Unal | ocat ed expenses (89) (47)
I ncone before interest, minority

interests and taxes $755 $429

The follow ng discussion analyzes the contributions to
IBIT for each of the business lines.
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Commpdity Sal es and Services. Whol esal e Services
provi des reliable commpdity delivery and predictable pricing
to its custonmers through forwards and other contracts.
Activity includes the purchase, sale, marketing and delivery
of natural gas, electricity, liquids and other conmpdities,
as well as the management of Whol esal e Services' own
portfolio of contracts. Contracts associated with this
activity are accounted for using the mark-to-market method
of accounting. \Wholesale Services' market-making activity
is facilitated through a network of capabilities including
sel ective asset ownership. Accordingly, certain assets
i nvolved in the delivery of these services are included in
this business (such as intrastate natural gas pipelines, gas
storage facilities and certain electric generation assets).

Enron Whol esal e markets, transports and provi des energy

commpdities as reflected in the follow ng table (including
i nt erconpany anounts):

First Quarter

2001 2000
Physi cal Vol unes (BBtue/d)(a)
Gas:
United States 20, 898 16, 217
Canada 6, 358 4,389
Europe and O her 8, 699 2,469
35, 955 23,075
Transportation Vol unes 506 456
Total Gas Vol unes 36, 461 23,531
Crude G| and Liquids 6, 836 6,134
Electricity(b) 25,732 12,170
Tot al 69, 029 41, 835
El ectricity Volumes Marketed (Thousand MM)(c)
United States 195, 246 102, 903
Europe and O her 36, 339 7,844
Tot al 231,585 110, 747
Financial Settlenents (Notional) (BBtue/d) 302, 694 141, 865
<FN>
(a) Billion British thermal units equival ent per day.
(b) Represents electricity volumes, converted to
BBt ue/ d.

(c) Thousand negawatt - hours.

Earni ngs from commodity sal es and services increased $529
mllion in the first quarter of 2001 as conpared to the sane
period in 2000. Profits fromNorth American gas and power
mar keti ng operations increased significantly. FEuropean gas
and power nmarketing operations and earnings from new
busi nesses, such as coal and forest products, also
contributed to the earnings growh of Enron's commopdity
sal es and services business. Commpdity Sal es and Services
results in 2001 were al so positively inpacted by the sal e of
certain peaking power plants. Volunmes growth, which
i ncreased 65 percent in the first quarter of 2001 as
conpared to the first quarter of 2000, and price volatility
in both the gas and power markets were the key contributors
to increased profits in the gas and power internediation
busi nesses.

Assets and I nvestnents. Enron's Whol esal e busi nesses
meke investnments in various energy and certain rel ated
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assets as a part of its network strategy. Wholesale
Services either purchases the asset froma third party or
devel ops and constructs the asset. |In npbst cases, \Whol esale
Servi ces operates and nmanages such assets. Earnings
principally result from operations of the assets or sal es of
ownership interests.

Addi tional Iy, Whol esal e Services invests in debt and
equity securities of energy-rel ated businesses, which may
al so utilize Whol esal e Services' products and services.
Wth these nerchant investments, Enron's influence is nuch
nore limted relative to assets Enron devel ops or
constructs. Earnings fromthese activities, which are
accounted for on a fair value basis and are included in
revenues, result fromchanges in the market val ue of the
securities. Whol esale Services uses risk nmanagenment
di sci plines, including hedging transactions, to manage the
i rpact of market price novenents on its nerchant
i nvest ments.

Earni ngs from assets and investnments decreased $161
mllion in the first quarter of 2001 as conpared to the sane
period in 2000 as a result of a decrease in the val ue of
Whol esal e Services' nmerchant investnments. Earnings from
i nternational asset operations were conparable to 2000
| evel s.

Unal | ocat ed Expenses. Net unall ocated expenses such as
systens expenses and performance-rel ated costs increased in
2001 due to the growth of Whol esal e Services' businesses.

Retai|l Energy Services

Energy Services sells or manages the delivery of natural
gas, electricity, liquids and other commpdities to
i ndustrial and conmmercial custoners |ocated in North Anmerica
and Europe. Energy Services al so provides outsourcing
solutions to custonmers for full energy managenment. This
i ntegrated product includes the managenent of conmodity
delivery, energy information and energy assets, and price
ri sk managenent activities.

Si gni ficant conponents of Energy Services' results are as

follows (in mllions):

First Quarter
2001 2000( a)

Revenues $693 $314
Cost of sales 495 234
Operating expenses 164 86
Depreci ation and anortization 9 9
Equity (loss) incone (15) 1
Q her, net 30 20
I ncone before interest, mnority

interests and taxes $ 40 $ 6
<FN>

(a) Anmpunts for the first quarter of 2000 have been
restated. See Note 6 to the Consolidated Financial
St at enent s.

Operating Results
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Revenues and gross margin increased $379 mllion and $118
mllion, respectively, in the first quarter of 2001 conpared
to the first quarter of 2000, primarily as a result of |ong-
termenergy contracts originated in 2001 and the growth of
Energy Services' European operations. Operating expenses
increased primarily as a result of higher enployee-related
costs. Oher, net in the first quarter of 2001 and 2000
consisted primarily of gains associated with the
securitization of equity investnments. Equity |osses reflect
Energy Services' portion of |osses of The New Power Conpany.

Br oadband Servi ces

In inplenmenting Enron's network strategy, Broadband
Services constructed the Enron Intelligent Network (the
EIN), a nationw de fiber optic network that consists of both
fi ber depl oyed by Enron and acquired capacity on non-Enron
networks and i s nmanaged by Enron's Broadband Operating
System software. The EIN, which connects 25 pooling points
in North America, Europe and Japan, provides the
i nfrastructure for Broadband Services' other businesses.
Enron is extending its market-nmaking and ri sk managenent
skills fromits energy business to devel op the network
services internediation business. Broadband Services
i nternmedi ati on busi ness hel ps custonmers manage unexpect ed
fluctuation in the price, supply and demand of network-
rel ated requirenents, including bandwi dth and storage.
Enron' s bandwi dt h-on-demand platform all ows delivery of high-
bandwi dt h nedi a-rich content such as video-on-demand and
hi gh capacity data transport. Broadband Services al so makes
investments in conpanies with related technologies and with
the potential for capital appreciation. Earnings fromthese
merchant investnments, which are accounted for on a fair
val ue basis and are included in revenues, result from
changes in the market value of the securities. Broadband
Services uses risk managenent disciplines, including hedging
transactions, to nanage the inpact of nmarket price novenents
on its nerchant investments. Broadband Services also sells
interests in certain investnents and other assets to inprove
liquidity and overall return, the timng of which is
dependent on nmarket conditions and managenent's expectations
of the investnent's val ue.

The conponents of Broadband Services' businesses include
network services internediation, the delivery of content and
the optim zation of Enron's fiber network.

Signi ficant conmponents of Broadband Services' results are as
follows (in mllions):

2001 2000
G oss margin $ 54 $ 51
Qper ating expenses (including depreciation) 92 52
Gt her, net 3 1
Loss before interest, minority interests
and taxes $(35) $
Gross margin increased $3 million in the first quarter of

2001 conpared to the first quarter of 2000. First quarter
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2001 gross nargin included the realized appreciation associ ated
with a portion of Enron's broadband content delivery platform
Gross margin for the first quarter of 2000 primarily reflects
earnings from sal es of excess fiber capacity and an increase

in the market val ue of Broadband Services' nmerchant investnents.
Operating expenses increased due to higher enployee-related costs
and depreciation on fiber-optic related equi pnent placed into
service in |late 2000.

Transportation and Distribution

Transportation Services. The follow ng table summarizes
total volunes transported for each of Enron's interstate
natural gas pipelines.

First Quarter
2001 2000

Total Volunes Transported (BBtu/d)(a)

Nort hern Natural Gas 3,750 4,147
Transwest ern Pipeline 1,744 1, 566
Fl orida Gas Transm ssion 1,234 1,563
Nort hern Border Pipeline 2,490 2,464
<FN>
(a) Billion British thermal units per day. Reflects

100% of each entity's throughput volunes. Florida Gas
and Northern Border Pipeline are unconsolidated equity
affiliates.

Si gni ficant conponents of IBIT are as follows (in

mllions):
First Quarter
2001 2000
Net revenues $243 $201
Qperating expenses 107 65
Depreciation and anortization 17 16
Equity in earnings 14 7
Q her, net - 1
I ncone before interest and taxes $133 $128

Operating Results

Revenues, net of cost of sales (net revenues) of
Transportation Services increased $42 nmillion in the first
quarter of 2001 as conpared to the first quarter of 2000
primarily due to increased transportation and storage
revenues received by Northern and increased vol unes
transported and operational gas vol unmes sold by
Transwestern. Higher gas prices in 2001 positively inpacted
revenues from operational gas sales. Operating Expenses
increased $42 million primarily as a result of higher gas
prices and other costs associated with the increase in volunes
transported by Transwestern and the timng of other pipeline
expenses. Equity in earnings increased $7 mllion in the first
quarter of 2001 as conpared to the same period in 2000 primarily
due to inproved operating results from EOTT.

Portland General. Statistics for Portland General for
the first quarter of 2001 and 2000 are as foll ows:
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First Quarter

2001 2000
El ectricity Sales (Thousand M)
Resi denti al 2,171 2,361
Conmer ci al 1, 820 1, 872
I ndustri al 1, 200 1,169
Total Retail 5,191 5, 402
Wol esal e 2,739 4,281
Total Electricity Sales 7,930 9, 683
Average Billed Revenue (cents per kW) 9.53 4.00
Resource M x
Coal 16% 13%
Conbusti on Turbi ne 17 10
Hydr o 6 8
Total Generation 39 31
Fi rm Pur chases 53 62
Secondary Purchases 8 7
Total Resources 100% 100%
Average Variable Power Cost (MIIs/kW)(a) 71.9 20.8
Retai | Custoners (end of period, thousands) 728 724

<FN>
(a) MIlls (1/10 cent) per kilowatt-hour.

Significant conponents of IBIT are as follows (in

mllions):
First Quarter
2001 2000
Revenues $767 $397
Pur chased power and fuel 582 202
Operating expenses 67 78
Depreci ation and anorti zation 51 46
Q her, net (7) 34
Income before interest and taxes $ 60 $105

Operating Results

Revenues, net of purchased power and fuel costs,
decreased $10 mllion in the first quarter of 2001 as
conpared to the first quarter of 2000. The decrease was due
to hi gher purchased power and fuel costs resulting from
general market conditions, including | ower hydroelectric
generation and hi gher gas prices. Operating expenses
decreased primarily as a result of |ower costs incurred for
transm ssion line repairs and | ower overhead expenses.
Depreciation and anortization increased in 2001 primarily as
a result of increased regulatory anortization. O her, net in
2001 included the inpact of a decline in the value of
i nvestnments. Oher, net in 2000 was favorably inpacted by
certain regulatory events.

On April 26, 2001, Enron announced that the agreenent to
sell Portland General to Sierra Pacific Resources has been
term nated. See Note 9 to the Consolidated Financia
St at ement s.

Corporate and O her

Corporate and Other realized a | oss before interest,
mnority interests and taxes of $158 million and $44 mllion
in the first quarter of 2001 and 2000, respectively. First
quarter 2001 results include higher unallocated corporate-
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wi de expenses and operating |losses from non-core businesses,
i ncl udi ng Azuri x.

I nterest and Rel ated Charges, net
Interest and related charges, net, is reported net of

interest capitalized of $15 million and $13 million for the
first three nonths of 2001 and 2000, respectively. Net
expense increased $40 mllion in the first quarter of 2001

as conpared to the sanme period of 2000, primarily due to
i ncreased debt |evels.

I ncome Tax Expense

The projected effective tax rate for 2001 is | ower than
the statutory rate nmainly due to equity earnings and
di fferences between the book and tax basis of certain assets
and stock sales. Incone taxes increased during the first
quarter of 2001 as conpared to the first quarter of 2000
primarily as a result of increased pretax earnings.

Enron recorded tax benefits in sharehol ders' equity
related to stock options exercised by enpl oyees of
approximately $130 mllion in the first quarter of 2001

CUMULATI VE EFFECT OF ACCOUNTI NG CHANGES

On January 1, 2001, Enron recognized an after-tax non-
cash gain of $19 mllion in earnings and deferred an after-tax
non-cash gain of $25 million in "Accunul ated Other Conprehensive
I ncome," a conponent of sharehol ders' equity and reclassified $277
mllion from"Long-Term Debt" to "Other Liabilities" to
reflect the initial adoption of Statenent of Financia
Accounting Standard No. 133, "Accounting for Derivative
I nstrunents and Hedgi ng Activities" (SFAS No. 133). SFAS
No. 133 nust be applied to all derivative instrunents and
requires that such instrunents be recorded in the bal ance
sheet either as an asset or a liability measured at its fair
val ue through earnings, with special accounting permtted
for certain qualifying hedges.

FI NANCI AL CONDI TI ON

Cash Fl ows
First Quarter

(In MIlions) 2001 2000
Cash provided by (used in):

Qperating activities $ (464) $ (457)

Investing activities (1, 124) (1,493)

Fi nancing activities 1, 300 2,128

Cash used in operating activities totaled $464 mllion

during the first three nonths of 2001 as conpared to cash
used of $457 million in the same period | ast year. Cash

used in operating activities in the first quarter of 2001
reflects cash provided by first quarter operations offset

by increased working capital requirenents. Cash used in

the first quarter of 2000 reflects the acquisition of

nmerchant assets and i nvestnents and working capital requirenents.
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Enron expects increased cash flows from operating activities in
subsequent quarters of 2001 related to its price risk managenent
activities.

Cash used in investing activities totaled $1,124 million
during the first quarter of 2001 as conpared to $1, 493
mllion during the sane period in 2000. The first quarter

2001 amount reflects cash used for investnents in
unconsol i dated equity affiliates and energy network-rel ated

capital expenditures. Investnents in unconsolidated equity
affiliates in 2001 include the acquisition of a conpany
whose assets include a newsprint nmll and related assets and

the purchase of all publicly traded shares of Azurix Corp.

Cash provided by financing activities totaled $1, 300
mllion during the first quarter of 2001 as conpared to
$2,128 million during the same period in 2000. The first
three nonths of 2001 includes the net issuances of short-
and |l ong-term debt of $1,549 mllion and the issuance of
common stock related to enpl oyee benefit plans, partially
of fset by the acquisition of treasury stock and paynents of
di vi dends.

Enron is able to fund its normal working capita
requi rements mainly through operations or, when necessary,
through the utilization of credit facilities and its ability
to sell commercial paper and accounts receivable.

Capitalization

Total capitalization at March 31, 2001 was $27.0 billion.
Debt as a percentage of total capitalization increased to
44.2% at March 31, 2001 as conpared to 40.9% at Decenber 31,
2000. The increase in the ratio reflects increased | ong-
termdebt, including the issuance in January 2001 of $1.25
billion of notes payable and increased net short-term
borrowings in the first quarter of 2001.

FI NANCI AL RI SK MANAGEMENT

Whol esal e Services offers price risk managenment services
primarily related to conmpdities associated with the energy
sector (natural gas, electricity, crude oil and natural gas
liquids). Broadband Services also offers price risk
managenent services to its custoners. Enron's other
busi nesses also enter into forwards, swaps and ot her
contracts primarily for the purpose of hedging the inpact of
mar ket fluctuations on assets, liabilities, production and
ot her contractual commtnents. Enron utilizes value at risk
nmeasures that assune a one-day hol ding period and a 95%
confidence level. For a conplete discussion of the types of
financial risk management products used by Enron, the types
of market risks associated with Enron's portfolio of
transactions, and the nethods used by Enron to nanage market
ri sks, see Enron's Annual Report on Form 10-K for the year
ended Decenber 31, 2000.

Enron's value at risk anmpunts at March 31, 2001 were
consi stent with Decenber 31, 2000 | evels.

| NFORMATI ON REGARDI NG FORWARD LOOKI NG STATEMENTS
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This Report and the Form 10-K i ncl ude forward-1 ooking
statements within the neaning of Section 27A of the
Securities Act of 1933 and Section 21E of the Securities
Exchange Act of 1934. All statenents other than statenents
of historical facts contained in this document are forward-
| ooki ng statenents. Forward-|ooking statenents include, but
are not limted to, statenents relating to expansion
opportunities for the Transportation Services, extension of
Enron's business nodel to new nmarkets and industries, demand
in the market for broadband services and high bandw dth
applications, transaction volunes in the U S. power narket,
comencenment of commercial operations of new power plants
and pi peline projects, conpletion of the sale of certain
assets and growth in the demand for retail energy
out sourcing solutions. Wen used in this docunent, the
words "anticipate," "believe," "estinate," "expects,"
"intend," "may," "project," "plan," "should" and simlar
expressions are intended to be anpbng the statements that
identify forward-1ooking statenments. Although Enron
believes that its expectations reflected in these forward-
| ooki ng statenents are based on reasonabl e assunpti ons, such
statements involve risks and uncertainties and no assurance
can be given that actual results will be consistent with
these forward-|ooking statements. Inportant factors that
coul d cause actual results to differ materially fromthose
in the forward-Iooking statenents herein include success in
mar keti ng natural gas and power to whol esal e custoners; the
ability of Enron to penetrate new retail natural gas and
electricity markets (including energy outsourcing markets)
in the United States and foreign jurisdictions; devel opnent
of Enron's broadband network and custonmer denand for
i nternmedi ati on and content services; the timng, extent and
mar ket effects of deregulation of energy nmarkets in the
United States, including the current energy market
conditions in California, and in foreign jurisdictions;
ot her regul atory devel opnents in the United States and in
foreign countries, including tax |egislation and
regul ations; political devel opnents in foreign countries;
the extent of efforts by governments to privatize natura
gas and electric utilities and other industries; the timng
and extent of changes in commpdity prices for crude oil
natural gas, electricity, foreign currency and interest
rates; the extent of success in acquiring oil and gas
properties and in discovering, devel oping, producing and
mar keting reserves; the timng and success of Enron's
efforts to develop international power, pipeline and other
infrastructure projects; the effectiveness of Enron's risk
managenent activities; the ability of counterparties to
financial risk nmanagenent instruments and other contracts
with Enron to neet their financial conmtnments to Enron; and
Enron's ability to access the capital nmarkets and equity
mar kets during the periods covered by the forward-I ooking
statenents, which will depend on general nmarket conditions
and Enron's ability to maintain the credit ratings for its
unsecured senior |ong-term debt obligations.

PART 1. OTHER | NFORMATI ON
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ENRON CORP. AND SUBSI DI ARI ES

| TEM 1. Legal Proceedi ngs

See Part I. Item 1, Note 3 to Consolidated Financia
Statenments entitled "Litigation and Ot her Contingencies,"
which is incorporated herein by reference.

| TEM 6. Exhibits and Reports on Form 8-K
(a) Exhibits.

Exhibit 12 Conputation of Ratio of Earnings to Fixed Charges
(b) Reports on Form 8-K

Current Report on Form 8-K filed January 31, 2001,

di scl osing Enron Corp.'s plans to issue zero coupon
convertible debt securities convertible into Enron
conmon st ock

Current Report on Form 8-K filed February 27, 2001,
cont ai ni ng Enron Corp. Consolidated Financia
Statenments for the year ended Decenber 31, 2000.

SI GNATURES

Pursuant to the requirenents of the Securities Exchange
Act of 1934, the Registrant has duly caused this report to
be signed on its behalf by the undersigned thereunto duly
aut hori zed.

ENRON CORP
(Regi strant)

Date: May 14, 2001 By: RI CHARD A. CAUSEY
Ri chard A. Causey
Executive Vice President and Chief
Accounting Officer
(Principal Accounting Oficer)
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