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assessment process itself is a blend of quantitative and qual-itative factors. The quantitative factors that are
parts of the rating process include an evaluation of published financial information, supplemental financial
information, and peer financial perform-ance. Qualitative factors include business fundamentals, competi-tive
position, growth opportunities, the regulatory environment, and our view as to the abilities of management.
Our analysis of Enron followed the rating process described above. Over the past several years, because of a
significant shift in its business mix and a rapid revenue growth, Enrons reported fi-nancial profile, in size alone,
as presented in its income statement and balance sheet, changed significantly. Yet although the market
capitalization of Enron increased dramatically over the past several years, the various credit ratios and other
factors used by Fitch sup-ported a constant BBB-plus rating during the period from 1993 until the fourth
quarter of 2001. It should also be noted that of the more than 300 entities rated by our Global Power Group, the
sen-ior debt rating of more than 60 percent of the companies in the sec-tor is above BBB-plus. BBB-plus is in
the lowest investment grade category. In mid-October 2001, Enron released third quarter results that reflected a
618 million third quarter loss and a 1. 2 billion reduc-tion in shareholder equity. Shortly thereafter, adverse
press reports appeared, an informal SEC investigation was announced, and the CFO was replaced. Following
these events, on October 25, Fitch placed Enrons rating on Rating Watch Negative warning...
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