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DEFINED TERMS

As used in this Annual Report on Form 10-K, the following terms shall have the following corresponding meanings:
ACE means ACE Gaming LLC.
ACEP means American Casino and Entertainment Properties LLC.
AEP means American Entertainment Properties Corp.
Atlantic Coast means Atlantic Coast Entertainment Holdings, Inc.

Contribution Agreement means the Contribution and Exchange Agreement dated as of August 8, 2007 among Icahn
Enterprises, the Contributors and Carl C. Icahn.

Contributors means collectively Icahn Management, CCI Offshore and CCI Onshore.
Feeder Funds refer to certain funds formed as Cayman Islands exempted limited companies that invest in the Offshore
Master Funds, together with other funds that also invest in the Offshore Master Funds, including, but not limited to,
the Offshore Fund.
General Partners means collectively the Onshore GP and the Offshore GP.
Icahn Enterprises means Icahn Enterprises L.P., which was formerly known as American Real Estate Partners, L.P.
Investment Funds means collectively the Onshore Fund and the Offshore Master Funds.
Investment Management Entities means either Icahn Management (for the period prior to the acquisition of the
Partnership Interests on August 8, 2007) or New Icahn Management (for the period subsequent to the acquisition of
the Partnership Interests on August 8, 2007 through December 31, 2007) and, in either case, the General Partners.

NEGI means National Energy Group, Inc.

New Icahn Management means Icahn Capital Management L.P.
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Offshore Fund means Icahn Fund Ltd.

Offshore Fund II means Icahn Fund II Ltd.
Offshore Fund Il means Icahn Fund III Ltd.
Offshore Funds means collectively the Offshore Fund, Offshore Fund II and Offshore Fund III.

New Icahn Management Partnership Interests means 100% of Icahn Management s general partnership interests in
New Icahn Management contributed by Icahn Management to Icahn Enterprises.

Offshore GP means Icahn Offshore LP.
Offshore Master Fund I means Icahn Partners Master Fund LP.
Offshore Master Fund Il means Icahn Partners Master Fund II L.P.
Offshore Master Fund Il means Icahn Partners Master Fund III L.P.

Offshore Master Funds means collectively Offshore Master Fund I, Offshore Master Fund II and Offshore Master
Fund II1.

Offshore Partnership Interests means 100% of CCI Offshore s general partnership interests in the Offshore GP
contributed by CCI Offshore to Icahn Enterprises.

Onshore Fund means Icahn Partners LP.
Onshore GP means Icahn Onshore LP.

Onshore Partnership Interests means 100% of CCI Onshore s general partnership interests in the Onshore GP
contributed by CCI Onshore to Icahn Enterprises.

Partnership Interests means collectively the Onshore Partnership Interests, the Offshore Partnership Interests and the
New Icahn Management Partnership Interests.

Private Funds means collectively the Investment Funds and the Feeder Funds.

WPI means WestPoint International Inc.
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PART |

Item 1. Business

Introduction

Icahn Enterprises L.P., or Icahn Enterprises, is a master limited partnership formed in Delaware on February 17, 1987.
On September 17, 2007, we changed our name from American Real Estate Partners, L.P. to Icahn Enterprises L.P. We
are a diversified holding company owning subsidiaries engaged in the following continuing operating businesses:
Investment Management, Metals, Real Estate and Home Fashion. In addition, as of December 31, 2007, we operated
our Gaming segment, which under generally accepted accounting principles is considered discontinued operations as
it was in the process of being sold at such date.

We own a 99% limited partnership interest in Icahn Enterprises Holdings L.P., or Icahn Enterprises Holdings,
formerly known as American Real Estate Holdings Limited Partnership. Substantially all of our assets and liabilities
are owned through Icahn Enterprises Holdings and substantially all of our operations are conducted through Icahn
Enterprises Holdings and its subsidiaries. Icahn Enterprises G.P. Inc., or Icahn Enterprises GP, which was formerly
known as American Property Investors, Inc., owns a 1% general partnership interest in both us and Icahn Enterprises
Holdings, representing an aggregate 1.99% general partnership interest in us and Icahn Enterprises Holdings. Icahn
Enterprises GP is owned and controlled by Mr. Carl C. Icahn. As of December 31, 2007, affiliates of Mr. Icahn owned
64,288,001 of our depositary units and 10,304,013 of our preferred units, which represented approximately 91.2% and
86.5% of our outstanding depositary units and preferred units, respectively.

PART | 6
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Business Strategy

Our business strategy includes:

Grow Our Investment Management Business. We intend to continue to grow and expand our investment management
business.

Operate and Enhance Value of Core Businesses. We continually evaluate our operating businesses with a view to
maximizing their value to us. In each of our businesses, we place management with the expertise to run their
businesses and we give management specific operating objectives that they must achieve.

Invest Capital to Grow Existing Operations or Add New Operating Platforms. We may look to make acquisitions of
assets or operations that complement our existing operations or look to acquire new business segments. Our
management team has extensive experience in identifying, acquiring and developing undervalued businesses or assets.

Enhance Returns on Assets. We continually look for opportunities to enhance returns on both liquid and operating
assets.

2007 Key Company Developments

Acquisition of Investment Management Business

On August 8, 2007, we acquired the Partnership Interests consisting of the general partnership interests in the General

Partners and Icahn Capital Management L.P., or New Icahn Management. These entities provide investment advisory

and certain administrative and back office services to the Private Funds but do not provide such services to any other

entities, individuals or accounts. Interests in the Private Funds are offered only to certain sophisticated and accredited
investors on the basis of exemptions from the registration requirements of the federal securities laws and are not

publicly available. Through December 31, 2007, these entities received management fees and incentive allocations

from the Private Funds. Management fees were generally 2.5% of the net asset value of the fee-paying capital of

certain Private Funds. Incentive allocations, which are performance-based and primarily earned on an annual basis, are

generally 25% of the net profits generated by the Private Funds.

As further described below, effective January 1, 2008, the management agreements with the Private Funds were
terminated as was the obligation to pay management fees thereunder resulting from the termination of such
agreements. Additionally, effective January 1, 2008, the General Partners undertook to provide the services previously
provided by New Icahn Management in consideration of which the General Partners will receive special profits
interest allocations from the Investment Funds (as defined below).

TABLE OF CONTENT

The total initial consideration paid for the acquisition was $810 million of our depositary units based on the
volume-weighted average price of our depositary units on the New York Stock Exchange, or the NYSE, for the
20-trading-day period ending on August 7, 2007 (the day before the closing). In addition, we have agreed to make
certain earn-out payments to the Contributors over a five-year period payable in additional depositary units based on
our after-tax earnings from the General Partners and New Icahn Management subsequent to the acquisition. There is a
potential maximum aggregate earn-out (including any catch-up) of $1.121 billion which is subject to achieving total
after-tax earnings during the five-year period of at least $3.906 billion.

Business Strategy 7
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We entered into a Contribution and Exchange Agreement, or the Contribution Agreement, with CCI Offshore Corp.,
or CCI Offshore, CCI Onshore Corp., or CCI Onshore, Icahn Management LP, or Icahn Management, and Carl C.
Icahn. CCI Onshore, CCI Offshore and Icahn Management are collectively referred to herein as the Contributors.
Pursuant to the Contribution Agreement, we acquired the general partnership interests in Icahn Onshore LP, or the
Onshore GP, and Icahn Offshore LP, or the Offshore GP (collectively referred to herein as the General Partners),

acting as general partners of Icahn Partners L.P., or the Onshore Fund, and the Offshore Master Funds managed and

controlled by Mr. Icahn. As referred to herein, the Offshore Master Funds consist of (i) Icahn Partners Master Fund

LP, or Offshore Master Fund I, (i1) Icahn Partners Master Fund II L.P., or Offshore Master Fund II, and (iii) Icahn

Partners Master Fund III L.P., or Offshore Master Fund III. The Onshore Fund and the Offshore Master Funds are
collectively referred to herein as the Investment Funds.

The General Partners also act as general partners of certain funds formed as Cayman Islands exempted limited
partnerships that invest in the Offshore Master Funds. These funds, together with other funds that also invest in the
Offshore Master Funds, are collectively referred to herein as the Feeder Funds. The Feeder Funds and the Investment
Funds are collectively referred to herein as the Private Funds. As referred to and discussed below, the Feeder Funds
include, but are not limited to, Icahn Fund Ltd., Icahn Fund II Ltd. and Icahn Fund III Ltd.

We also acquired the general partnership interest in New Icahn Management, a newly formed management company
that provided certain management and administrative services to the Private Funds. As referred to herein, the term
Investment Management Entities includes Icahn Management (for the period prior to the acquisition on August 8,

2007) or New Icahn Management (for the period subsequent to the acquisition on August 8, 2007 through December

31, 2007) and, in either case, the General Partners.

The acquisition of the Investment Management business was approved by a special committee of independent
members of our board of directors. The special committee was advised by its own legal counsel and independent
financial adviser with respect to the transaction. The special committee received an opinion from its financial adviser
as to the fairness to us, from a financial point of view, of the consideration paid by us.

Acquisition of PSC Metals

On November 5, 2007, through a wholly owned subsidiary, we acquired all of the issued and outstanding capital stock
of PSC Metals Inc., or PSC Metals, for $335 million in cash from Philip Services Corporation, or Philip. Mr. Icahn
indirectly owns a 95.6% interest and we indirectly own the remaining 4.4% interest in Philip. PSC Metals is
principally engaged in the business of collecting, processing and selling ferrous and non-ferrous metals.

The transaction was approved by a special committee of independent members of our board of directors. The special
committee was advised by its own legal counsel and independent financial adviser with respect to the transaction. The
special committee received an opinion from its financial adviser as to the fairness to us, from a financial point of view,

of the consideration paid by us.

Sale of Nevada Gaming Operations

On April 22, 2007, American Entertainment Properties Corp., or AEP, our wholly owned indirect subsidiary and the
direct parent of ACEP, entered into a Membership Interest Purchase Agreement with W2007/ACEP Holdings, LLC,
an affiliate of Whitehall Street Real Estate Funds, a series of real estate investment funds affiliated with Goldman,
Sachs & Co., or Whitehall Street Real Estate Funds, to sell all of the issued and outstanding membership interests in
ACEP.

Acquisition of Investment Management Business 8
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On February 20, 2008, we completed the sale of ACEP, resulting in a gain of approximately $700 million, before
taxes, subject to resolution of post-closing adjustments.

Key Financing Developments

Senior Notes Offering

In January 2007, we and Icahn Enterprises Finance Corp., or Icahn Enterprises Finance, formerly known as American
Real Estate Finance Corp., issued $500.0 million of 7 1/8% senior notes due 2013, or the Additional Notes. The
Additional Notes were issued pursuant to an indenture dated February 7, 2005, among us, as issuer, Icahn Enterprises
Finance, as co-issuer, Icahn Enterprises Holdings, as Guarantor, and Wilmington Trust Company, as trustee. The
Additional Notes were issued by us at 99.5% of principal amount or at a 0.5 % discount, and the amount paid to us
included accrued interest from August 15, 2006 through the issue date. The Additional Notes have a fixed annual
interest rate of 7 1/8% per annum, which is payable every six months on February 15 and August 15 that commenced
on February 15, 2007. The notes will mature on February 15, 2013.

Senior Unsecured Variable Rate Convertible Notes Due 2013

In April 2007, we issued $600.0 million of variable rate senior convertible notes due 2013, or the variable rate notes.
The variable rate notes were sold in a private placement and issued pursuant to an indenture dated as of April 5, 2007,
by and among us, as issuer, Icahn Enterprises Finance, as co-issuer, and Wilmington Trust Company, as trustee. The
variable rate notes bear interest at a rate of three-month LIBOR minus 125 basis points; however, the all-in-rate can be
no less than 4.0% nor higher than 5.5%. The variable rate notes are convertible into depositary units of Icahn
Enterprises at a conversion price of $132.595 per share per $1,000 principal amount of variable rate notes, subject to
adjustments in certain circumstances. As of December 31, 2007, the interest rate was 4.0%. The interest on the
variable rate notes is payable quarterly on January 15, April 15, July 15 and Oct 15 that commenced on January 15,
2007. The variable rate notes mature on January 15, 2013 assuming they have not been converted to depositary units
before their maturity date.

In the event that we declare a cash dividend or similar cash distribution in any calendar quarter with respect to our
depositary units in an amount in excess of $0.10 per depositary unit (as adjusted for splits, reverse splits and/or stock
dividends), the indenture requires that we simultaneously make such distribution to holders of the variable rate notes

in accordance with a formula set forth in the indenture.

Investment Management

Background

As noted above, on August 8, 2007, we acquired the Investment Management business (i.e., Partnership Interests
consisting of the general partnership interests in the General Partners and New Icahn Management). The Investment
Management Entities provide investment advisory and certain administrative and back office services to the Private

Funds.

The Private Funds began operations in November 2004 with the formation of the Onshore Fund, Offshore Master

Fund I, a Cayman Island exempted limited partnership, and Icahn Fund Ltd., a Cayman Islands exempted limited

liability company. Icahn Sterling Fund Ltd. was established in early 2006 and on October 1, 2006 its assets were
contributed to Icahn Fund Ltd. In fiscal 2007 the following entities commenced operations: (i) Offshore Master Fund

Sale of Nevada Gaming Operations 9
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II, a Cayman Islands exempted limited partnership; (ii) Icahn Fund II Ltd., a Cayman Islands exempted limited
liability company, that invests substantially all of its assets in Offshore Master Fund II; (iii) Offshore Master Fund III,
a Cayman Islands exempted limited partnership; and (iv) Icahn Fund III Ltd., a Cayman Island exempted limited
liability company, that invests substantially all of its assets in Offshore Master Fund III.

Pursuant to the Contribution Agreement, CCI Offshore contributed to us 100% of its general partnership interests in
the Offshore GP, referred to herein as the Offshore Partnership Interests. In addition, CCI Onshore contributed to us
100% of its general partnership interests in Onshore GP, referred to herein as the Onshore Partnership Interests.

TABLE OF CONTENTS

Immediately prior to the execution and delivery of the Contribution Agreement, Icahn Management and New Icahn
Management entered into an agreement pursuant to which Icahn Management contributed substantially all of its assets
and liabilities, other than certain rights in respect of deferred management fees, to New Icahn Management in
exchange for 100% of the general partnership interests in New Icahn Management. Such contribution included the
assignment of certain management agreements with the Private Funds. Pursuant to the Contribution Agreement, Icahn
Management contributed to us 100% of its general partnership interests in New Icahn Management, referred to herein
as the New Icahn Management Partnership Interests. The Onshore Partnership Interests, the Offshore Partnership
Interests and the New Icahn Management Partnership Interests are collectively referred to herein as the Partnership
Interests.

In connection with the acquisition, Icahn Enterprises and New Icahn Management entered into an employment

agreement with Mr. Icahn pursuant to which, over a five-year term, Mr. Icahn will serve as Chairman and Chief
Executive Officer of New Icahn Management, in addition to his current role as Chairman of Icahn Enterprises. Mr.

Icahn also serves as the Chief Executive Officer of the General Partners. New Icahn Management also assumed
employment agreements with Mr. Vincent Intrieri, a member of Icahn Enterprises GP s, board of directors, and Mr.

Keith A. Meister, Vice Chairman of Icahn Enterprises GP s board of directors and Icahn Enterprises

Principal
Executive Officer. See Part III, Item 11,

Executive Compensation Employment Agreements, for further discussion of
the employment agreements.

The diagram below depicts our Investment Management operations organizational structure immediately following
our acquisition(D :

Note: Fund entities depicted as circles in the above diagram are collectively referred to as the Investment Funds.

(1) This diagram depicts consolidated entities only and does not include certain unconsolidated Feeder Funds.
2) Effective December 10, 2007, Icahn Partners Holdings LP changed its name to Icahn Capital LP.

TABLE OF CONTENTS

As described below, effective January 1, 2008, the management agreements between New Icahn Management and

(3)the Private Funds were terminated pursuant to which New Icahn Management provided administrative and back
office services to the Private Funds.

Background 10
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Strategy

The investment strategy of the General Partners of the Private Funds is set and led by Mr. Icahn. The Private Funds
seek to acquire securities in companies that trade at a discount to inherent value as determined by various metrics
including replacement cost, break-up value, cash flow and earnings power and liquidation value.

The General Partners utilize a process-oriented, research-intensive, value-based investment approach. This approach
generally involves three critical steps: (i) fundamental credit, valuation and capital structure analysis; (ii) intense legal
and tax analysis of fulcrum issues such as litigation and regulation that often affect valuation; and (iii) combined
business valuation analysis and legal and tax review to establish a strategy for gaining an attractive risk-adjusted
investment position within a specific credit, industry or litigation segment. This approach focuses on exploiting
market dislocations or misjudgments that may result from market euphoria, litigation, complex contingent liabilities,
corporate malfeasance and weak corporate governance, general economic conditions or market cycles and complex
and inappropriate capital structures.

The Private Funds are often activist investors ready to take the steps necessary to unlock value, including tender
offers, proxy contests and demands for management accountability. The Private Funds may employ a number of
strategies and are permitted to invest across a variety of industries and types of securities, including long and short
equities, long and short bonds, bank debt and other corporate obligations, options, swaps and other derivative
instruments thereof, risk arbitrage and capital structure arbitrage and other special situations. The Private Funds invest
a material portion of their capital in publicly traded equity and debt securities of companies that the General Partners
believe to be undervalued by the marketplace. The Private Funds sometimes take significant positions in the
companies in which they invest.

Income

In general, the results of our Investment Management segment were primarily driven by assets under management, or
AUM, and the performance of the Private Funds. Through December 31, 2007, revenues from this segment were
principally derived from three sources: (1) management fees; (2) incentive allocations; (3) and gains and losses from
our principal investments in the Private Funds.

Prior to January 1, 2008, the management agreements provided that management fees were generally 2.5% per annum
of the net asset value of fee-paying capital in the Private Funds before the incentive allocation. These fees were paid
by each Feeder Fund and the Onshore Fund to New Icahn Management at the beginning of each quarter in an amount
equal to 0.625% of the balance of each capital account of a fee-paying limited partner.

Incentive allocations are generally 25% of the net profits (both realized and unrealized) generated by the Investment
Funds and are subject to a high water mark (whereby the General Partners do not earn incentive allocations during a
particular year even though the fund had a positive return in such year until losses in prior periods are recovered).
These allocations are calculated and distributed to the Investment Management Entities annually other than incentive
allocations earned as a result of investor redemption events during interim periods.

The Investment Management Entities and their affiliates may also earn income through their principal investments in
the Investment Funds. Icahn Enterprises Holdings also may earn income through its investment in the Investment
Funds. In both cases the income consists of realized and unrealized gains and losses on investment activities along

with interest, dividends and other income.

Effective January 1, 2008, the management agreements between New Icahn Management and the Private Funds were
terminated resulting in the termination of the Feeder Funds and the Onshore Fund s obligations to pay management
fees thereunder. In addition, the limited partnership agreements of the Investment Funds (the Investment Fund LPAs )

Strategy 11
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were amended to provide that, as of January 1, 2008, the General Partners will provide or cause their affiliates to
provide to the Private Funds the administrative and back office services that

TABLE OF CONTENT

were formerly provided by New Icahn Management (the Services ) and, in consideration of providing the Services, the
General Partners will receive special profits interest allocations from the Investment Funds.

As noted above, prior to January 1, 2008, the management agreements provided for the management fees to be paid
by each of the Feeder Funds and the Onshore Fund to New Icahn Management at the beginning of each quarter
generally in an amount equal to 0.625% of the net asset value of each Investor s (defined below) investment in the
Feeder Fund or Onshore Fund, as applicable.

The Investment Fund LPAs provide, effective January 1, 2008, that the applicable General Partner will receive a
special profits interest allocation at the end of each calendar year from each capital account maintained at the
Investment Fund that is attributable to, in the case of the Onshore Fund, each limited partner in the Onshore Fund and,
in the case of the Feeder Funds, each investor in the Feeder Funds (excluding certain investors that are affiliates of
Mr. Icahn) (each, an Investor ). This allocation is generally equal to 0.625% of the balance in each fee paying capital
account as of the beginning of each quarter (for each Investor, the Target Special Profits Interest Amount ) except that
amounts are allocated to the General Partners in respect of special profits interest allocations only to the extent net
increases (i.e., net profits) are allocated to an Investor for the fiscal year. Accordingly, any special profits interest
allocations allocated to the General Partners in any year cannot exceed the net profits allocated to such Investor. In the
event that sufficient net profits are not generated by an Investment Fund with respect to a capital account to meet the
full Target Special Profits Interest Amount for an Investor for a calendar year, a special profits interest allocation will
be made to the extent of such net profits, if any, and the shortfall will be carried forward (without interest or a
preferred return) and added to the Target Special Profits Interest Amount determined for such Investor for the next
calendar year. Appropriate adjustments will be made to the calculation of the special profits interest allocation for new
subscriptions and withdrawals by Investors. In the event that an Investor withdraws or redeems in full from a Feeder
Fund or the Onshore Fund before the full targeted Target Special Profits Interest Amount determined for such Investor
has been allocated to the General Partner in the form of a special profits interest allocation, the Target Special Profits
Interest Amount that has not yet been allocated to the General Partner will be eliminated and the General Partner will
never receive it.

The Investment Management Entities waived the management fees and incentive allocations for Icahn Enterprises
investments in the Private Funds and Mr. Icahn s direct and indirect holdings and may, in their sole discretion, modify
or may elect to reduce or waive such fees with respect to any shareholder that is an affiliate, employee or relative of
Mr. Icahn or his affiliates, or for any other investor.

The Investment Management Entities will waive the special profits interest allocation and incentive allocations for
Mr. Icahn s direct and indirect holdings and may, in their sole discretion, modify or may elect to reduce or waive such
fees with respect to any shareholder that is an affiliate, employee or relative of Mr. Icahn or his affiliates, or for any
other investor.

Lock-up

Investors in the Private Funds are typically initially subject to a one-year absolute lock-up and may redeem in the
second and third years with an early redemption fee of 8% and 4%, respectively, paid to the applicable Private Fund.
After the lock-up period expires, investors may redeem on June 30" and December 315t provided they have given 90

Income 12
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days prior written notice. Certain investors with reduced fees are subject to a three-year absolute lock-up.
Redemptions are subject to certain additional restrictions.

Affiliate Investments

We, along with the Private Funds, entered into a covered affiliate agreement, simultaneously with the closing of the
transactions contemplated by the Contribution Agreement, pursuant to which we (and certain of our subsidiaries)
agreed, in general, to be bound by certain restrictions on our investments in any assets that the General Partners deem
suitable for the Private Funds, other than government and agency bonds, cash equivalents and investments in
non-public companies. We and our subsidiaries will not be restricted from making investments in the securities of
certain companies in which Mr. Icahn or companies he controlled had an interest as of the date of the initial launch of
the Private Funds, and companies in which we had an interest on August 8, 2007, the date of acquisition. We and our
subsidiaries, either alone or acting together with a group, will not be restricted from (i) acquiring all or any portion of
the assets of any public company in
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connection with a negotiated transaction or series of related negotiated transactions or (ii) engaging in a negotiated
merger transaction with a public company and, pursuant thereto, conducting and completing a tender offer for
securities of the company. In addition, Mr. Icahn and his affiliates (other than Icahn Enterprises, Icahn Enterprises
Holdings and their subsidiaries) continue to have the right to co-invest with the Private Funds. We have no interest in,
nor do we generate any income from, any such co-investments, which have been and may continue to be substantial.
The terms of the covered affiliate agreement may be amended, modified or waived with our consent and the consent
of each of the Private Funds, provided, however, that a majority of the members of an investor committee maintained
for certain of the Private Funds may (with our consent) amend, modify or waive any provision of the covered affiliate
agreement with respect to any particular transaction or series of related transactions.

Employees

Our Investment Management business currently employs an experienced team of 28 professionals, including an
investment, legal and operations group, which consists of the same individuals supporting the Private Funds
operations prior to the acquisition. In many cases, team members have worked together successfully and have
provided business, investing and legal acumen for a number of years with respect to the Private Funds operations.

All Other Operations

Metals

Background
PSC Metals is principally engaged in the business of collecting, processing and selling ferrous and non-ferrous metals.

PSC Metals collects industrial and obsolete scrap metal, processes it into reusable forms, and supplies the recycled
metals to its customers, including electric-arc furnace mills, integrated steel mills, foundries, secondary smelters and
metals brokers. These services are provided through PSC Metals recycling facilities located in eight states. PSC
Metals ferrous products include shredded, sheared and bundled scrap metal and other purchased scrap metal such as
turnings (steel machining fragments), cast furnace iron and broken furnace iron. PSC Metals also processes
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non-ferrous metals including aluminum, copper, brass, stainless steel and nickel-bearing metals. Non-ferrous products
are a significant raw material in the production of aluminum and copper alloys used in manufacturing. PSC Metals
also operates a secondary products business that includes the supply of secondary plate and structural grade pipe that
is sold into niche markets for counterweights, piling and foundations, construction materials and infrastructure
end-markets.

The Ferrous Scrap Metal Business

PSC Metals purchases ferrous scrap metal from various sources, including recycled aluminum cans, traditional junk
yards for cars and appliances, industrial manufacturers who recycle the offal from their metal-forming processes and
steel mills who look to PSC Metals to remarket secondary product they would otherwise scrap. PSC Metals sets the
price paid to scrap suppliers based on market factors of the underlying metal contents of the scrap metal. Changes in
scrap prices can cause collection rates of scrap to increase (when prices are higher) or decrease (when prices are
scrap yards. The scrap is then

lower). These variations have a significant affect on sales volumes through PSC Metals
processed to separate between ferrous and non-ferrous metals. PSC Metals then sells processed ferrous scrap to

end-users such as steel producing mini-mills and integrated steel makers and foundries, as well as brokers who
aggregate materials for other large users.

Demand for processed ferrous scrap metal is highly dependent on the overall strength of the domestic steel industry,
particularly producers utilizing electric-arc furnaces technology. Most of PSC Metals customers purchase processed
ferrous scrap through negotiated spot sales contracts, which establishes the quantity purchased for the current month.
The price PSC Metals charges for ferrous scrap depends upon market demand relative to the supply of scrap and scrap
selling price

substitutes and transportation costs, as well as the quality and grade of scrap. In many cases, PSC Metals
also includes the cost of transportation to the end-user.
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The Non-ferrous Scrap Metal Business

The primary non-ferrous commodities that PSC Metals recycles are aluminum, copper, brass, stainless steel and other
nickel-bearing metals. The geographic markets for non-ferrous scrap tend to be larger than those for ferrous scrap due
to the higher selling prices of non-ferrous metals relative to their weight, which justify the cost of shipping over
greater distances. Non-ferrous scrap is typically sold on a spot basis, either directly or through brokers, to intermediate
or end-users, which include smelters, foundries and aluminum sheet and ingot manufacturers. Prices for non-ferrous
scrap are driven by demand for finished non-ferrous metal goods and by the general level of economic activity, with
prices generally related to the price of the primary metal on the London Metals Exchange or the New York

Commodity Exchange.

Locations

PSC Metals is headquartered in Mayfield Heights, Ohio, and operates 27 yards, three mill service operations and one
facilities are strategically located in high volume scrap markets throughout the upper

pipe storage center. PSC Metals
Midwestern and Southeastern United States, placing PSC Metals in proximity to both suppliers and consumers of
scrap metals.
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Strategy

PSC Metals business strategy consists of growing its core scrap yard business through expansion, ensuring a
consistent supply to its customers through vertical integration by working closely with supply sources and owning
distribution and transportation systems, and investing in PSC Metals infrastructure and operating equipment.

Sources of Raw Materials/Competition

The scrap metal recycling industry is highly competitive, cyclical in nature and commodity-based. Operating results
tend to reflect and be amplified by changes in general economic conditions, which in turn drive domestic
manufacturing and the consumption of scrap in the production of steel and foundry products. The demand for product

and production activity of PSC Metals scrap consumers drives market pricing levels in PSC Metals ferrous and

non-ferrous scrap sales. Demand is driven by mill production schedules related to regional manufacturing
requirements and service center stocking levels. Due to its low price-to-weight ratio, raw ferrous scrap is generally

purchased locally. Ferrous scrap prices are local and regional in nature. Where there are overlapping regional markets,
however, the prices do not tend to differ significantly between the regions due to the ability of companies to ship scrap

metal from one region to another. The most significant limitation on the size of the geographic market for the
procurement of ferrous scrap is the transportation cost. This leads to significant fluctuations in demand and pricing for
PSC Metals products. The secondary products business is less cyclical but is affected by the rate of secondary product

generated by steel mills generating these products and the market demands in plate and pipe markets.

PSC Metals procures scrap inventory from numerous sources. These suppliers generally are not bound by long-term
contracts and have no contractual obligation to sell scrap metals to us. In periods of low industry prices, suppliers may

elect to hold scrap to wait for higher prices or intentionally slow their scrap collection activities. These activities will
impact the volume and average pricing of scrap in PSC Metals scrap yard operations.

Employees

As of December 31, 2007, PSC Metals employed 1,085 persons, including 256 employees with collective bargaining
agreements.

Real Estate
Background

Our Real Estate operations consist of rental real estate, property development and associated resort activities. The
three related operating lines of our Real Estate operations are all individually immaterial and have been aggregated for
purposes of presenting their financial results.

Our rental real estate operations consist primarily of retail, office and industrial properties leased to single corporate
tenants. Historically, substantially all of our real estate assets leased to others have been net-leased

TABLE OF CONTENT
under long-term leases. With certain exceptions, these tenants are required to pay all expenses relating to the leased

property and, therefore, we are typically not responsible for payment of expenses, including maintenance, utilities,
taxes, insurance or any capital items associated with such properties.
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Our property development and resort operations are run primarily through Bayswater, a real estate investment,
management and development subsidiary that focuses primarily on the construction and sale of single-family houses,
multi-family homes, lots in subdivisions and planned communities and raw land for residential development. Our New
Seabury development property in Cape Cod, Massachusetts and our Grand Harbor and Oak Harbor development
property in Vero Beach, Florida each include land for future residential development of approximately 400 and 900
units of residential housing, respectively. Both developments operate golf and resort activities as well. We are also
completing residential communities in Naples, Florida and Westchester County, New York. Our long-term investment
horizon and operational expertise allow us to acquire properties with limited current income and complex entitlement
and development issues.

Seasonality

Resort operations are highly seasonal with peak activity in Cape Cod from June to September and in Florida from
November to February. Sales activity for our real estate developments in Cape Cod and New York typically peak in
late winter and early spring, while in Florida our peak selling season is during the winter months.

Employees

Our real estate-related activities, including rental real estate, real estate development and hotel and resort operations,
have approximately 400 full and part-time employees, which fluctuates due to the seasonal nature of certain of our
businesses. No employees are covered by collective bargaining agreements.

Home Fashion

Background

We conduct our Home Fashion operations through WestPoint International Inc., or WPI, a manufacturer and
distributor of home fashion consumer products based in New York, NY. On August 8, 2005, WPI and its subsidiaries
completed the purchase of substantially all the assets of WestPoint Stevens Inc. and certain of its subsidiaries pursuant
to an asset purchase agreement, or the Purchase Agreement, approved by The United States Bankruptcy Court for the

Southern District of New York in connection with Chapter 11 proceedings of WestPoint Stevens. WestPoint Stevens
was a premier manufacturer and marketer of bed and bath home fashions supplying leading U.S. retailers and
institutional customers. Before the asset purchase transaction, WPI did not have any operations.

On August 8, 2005, we acquired 13.2 million, or 67.7%, of the 19.5 million outstanding common shares of WPI. In
consideration for the shares, we paid $219.9 million in cash and received the balance in respect of a portion of the debt
of WestPoint Stevens. Pursuant to the Purchase Agreement, rights to subscribe for an additional 10.5 million shares of

common stock at a price of $8.772 per share, or the rights offering, were allocated among former creditors of

WestPoint Stevens. Under the Purchase Agreement and the Bankruptcy Court order approving the sale, or the Sale

Order, we would receive rights to subscribe for at least 2.5 million of such shares and we agreed to purchase up to an
additional 8.0 million shares of common stock to the extent that any rights were not exercised by other holders of
subscription rights. Accordingly, upon completion of the rights offering and depending upon the extent to which the
other holders exercise certain subscription rights, we would beneficially own between 15.7 million and 23.7 million
shares of WPI common stock representing between 52.3% and 79.0% of the 30.0 million shares that would then be
outstanding.

On December 20, 2006, we acquired: (a) 1,000,000 shares of Series A-1 Preferred Stock of WPI for a purchase price

of $100 per share, for an aggregate purchase price of $100.0 million, and (b) 1,000,000 shares of Series A-2 Preferred
Stock of WPI for a purchase price of $100 per share, for an aggregate purchase price of $100.0 million. Each of the

Background 16



Edgar Filing: ICAHN ENTERPRISES L.P. - Form 10-K

Series A-1 and Series A-2 Preferred Stock has a 4.50% annual dividend, which is paid quarterly. For the first two
years after issuance, the dividends are to be paid in the form of additional preferred stock. Thereafter, the dividends
are to be paid in cash or in additional preferred stock at the option of WPI. Each of the Series A-1 and Series A-2
Preferred Stock is convertible into common shares of WPI at a
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rate of $10.50 per share, subject to certain anti-dilution provisions, provided, however, that under certain
circumstances, $92.1 million of the Series A-2 Preferred Stock may be converted at a rate of $8.772 per share.

WPI has its own board of directors and audit committee. We are the only holders of WPI s preferred stock, and, in
accordance with its terms, we have the right to elect six of the ten directors of the WPI board of directors. None of the
independent directors of the board of directors of Icahn Enterprises GP serves on the WPI board of directors.

In 2005, certain of the first lien lenders of WestPoint Stevens appealed portions of the Bankruptcy Court s Sale Order.
In connection with that appeal, the subscription rights distributed to the second lien lenders at closing were placed in
escrow. In 2006, these first lien lenders also filed a complaint in the Delaware Chancery Court together with the
trustee for the first lien lenders, Beal Bank, S.S.0., seeking, among other things, an order to unwind the issuance of
the preferred stock, or alternatively directing that such preferred stock be held in trust. We are vigorously contesting
both proceedings. Depending on the implementation of any changes to the Sale Order or any action taken by the
Delaware Chancery Court, ownership in WPI may be distributed in a different manner than described above, we may
own less than a majority of WPI s shares of common stock and our ownership of the preferred stock may change. Our
loss of control of WPI could adversely affect WPI s business and the value of our investment.

We consolidated WPI as of December 31, 2007, 2006 and 2005 and for the period from the date of acquisition
through December 31, 2007. If we were to own less than 50% of the outstanding common stock, we would have to
evaluate whether we should continue to consolidate WPI and our financial statements could be materially different

than as presented as of December 31, 2007, 2006 and 2005 and for the periods then ended. See Item 1A, Risk Factors
and Item 3, Legal Proceedings.

Business

WPI s business consists of manufacturing, sourcing, distributing, marketing and selling home fashion consumer
products. WPI differentiates itself in the $14.0 billion home fashion textile industry based on its nearly 200-year
reputation for providing its customers with (1) a full assortment of home fashion products, (2) good customer service,
(3) a superior value proposition and (4) branded and private label products with strong consumer recognition. WPI
markets a broad range of manufactured and sourced bed, bath and basic bedding products, including sheets,
pillowcases, bedspreads, quilts, comforters and duvet covers, bath towels, bath rugs, beach towels, bath accessories,
bed skirts, bed pillows, flocked blankets, woven blankets and throws, and heated blankets and mattress pads. WPI
continues to serve substantially all the former customers of WestPoint Stevens using assets acquired from WestPoint
Stevens and through sourcing activities.

WPI manufactures and sources its products in a wide assortment of colors and patterns from a variety of fabrics,
including chambray, twill, sateen, flannel and linen, and from a variety of fibers, including cotton, synthetics and
cotton blends. WPI seeks to position its business as a single-source supplier to retailers of bed and bath products,
offering a broad assortment of products across multiple price points. WPI believes that product and price point breadth
allows it to provide a comprehensive product offering for each major distribution channel.
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WPI has transitioned the majority of its manufacturing to low-cost countries and continues to maintain its corporate
offices as well as distribution in the United States.

Strategy

WPI s strategy is to lower its cost of goods sold and improve its long-term profitability by lessening its dependence
upon higher-cost domestic sources of manufactured products through establishing offshore manufacturing and
sourcing arrangements. This may entail further U.S. plant closings in addition to those already closed. WPI s offshore
sourcing arrangements employ a combination of owned and operated facilities, joint ventures and third-party supplier
arrangements. In addition, WPI is lowering its general and administrative expense by consolidating its locations and
its outsourcing initiative, reducing headcount and applying more stringent oversight of expense areas where potential
savings may be realized. WPI is also seeking to increase its revenues by selling more licensed, differentiated and
proprietary products to WPI s existing customers. WPI believes that it can improve margins over time through
upgraded marketing, selective product development, enhanced design and improved customer service capabilities.
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Beginning in late 2005, WPI began to identify potentially viable manufacturing and third-party sourcing opportunities
outside of the United States. In 2006, WPI entered into an equity joint venture in Pakistan with Indus Dyeing &
Manufacturing Ltd. This joint venture, Indus Home Ltd., began production in October 2006 of bath products and is in
the process of expanding its existing capacity. In December 2006, WPI acquired bed products manufacturing facilities
from Manama Textile Mills WLL in Bahrain, creating WestPoint Home (Bahrain) WLL. These initiatives have
permitted WPI to replace certain of its higher cost U.S.-based manufacturing capacity.

Brands, Trademarks and Licenses

WPI markets its products under trademarks, brand names and private labels. WPI uses trademarks, brand names and
private labels as merchandising tools to assist its customers in coordinating their product offerings and differentiating
their products from those of their competitors.

WPI manufactures and sells its own branded line of home fashion products consisting of merchandise bearing
trademarks that include Atelier Martex®, Grand Patrician®, Martex®, Patrician®, Lady Pepperell®, Luxor®,
Seduction®, Utica®, Vellux®, Baby Martex® and Chatham®.

In addition, some of WPI s home fashion products are manufactured and sold pursuant to licensing agreements under
designer and brand names that include, among others, Lauren/Ralph Lauren, Charisma, Rachael Ray, Pink Panther,
Little MissMatched, Scooby Doo and Harley Davidson.

Private label brands, also known as store brands, are controlled by individual retail customers through use of their own
brands or through an exclusive license or other arrangement with brand owners. Private label brands provide retail
customers with a way to promote consumer loyalty. As the brand is owned and controlled by WPI s retail customers
and not by WPIL. As WPI s customer base has experienced consolidation, there has been an increasing focus on
proprietary branding strategies.

The percentage of WPI s net sales derived from the sale of private label branded and unbranded products for fiscal

2007 was approximately 43%. For fiscal 2007, the percentage of WPI net sales derived from sales under brands it

owns and controls was 33%, and the percentage of WPI net sales derived from sales under brands owned by third
parties pursuant to licensing arrangements with WPI was 24%.
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Marketing

WPI markets its products through leading department stores, mass merchants, specialty stores and institutional
channels. Through marketing efforts directed towards retailers and institutional clients, WPI seeks to create products
and services in direct response to recognized consumer trends by focusing on elements such as product design,
product innovation, packaging, store displays and other marketing support.

WPI works closely with its major customers to assist them in merchandising and promoting WPI s products to
consumers. In addition, WPI periodically meets with its customers in an effort to maximize product exposure and
sales and to jointly develop merchandise assortments and plan promotional events specifically tailored to the
customer. WPI provides merchandising assistance with store layouts, fixture designs, advertising and point-of-sale
displays. A national consumer and trade advertising campaign and comprehensive internet website have served to
enhance brand recognition. WPI also provides its customers with suggested customized advertising materials designed
to increase product sales. A heightened focus on consumer research provides needed products on a continual basis.
WPI distributes finished products directly to retailers. The majority of WPI s remaining sales of home fashion products
are through the institutional channel, which includes hospitality and healthcare establishments, as well as laundry
supply businesses.

Until October 2007, WPI also sold its and other manufacturer s products through 30 retail stores. On October 18, 2007,

WPI entered into an agreement to sell the inventory at all of its 30 retail outlet stores and as of December 31, 2007 had

terminated the majority of the leases for the 28 leased locations. The operation of the retail stores business is included
in the results from discontinued operations.

Distribution
In order to gain operating efficiencies, increase supply chain visibility and to achieve substantial cost savings, WPI

engaged a third-party provider of logistics services to consolidate WPI s domestic towel & sheet warehousing and
distribution operations.
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Selling, General, and Administrative

WPI continues to focus on reducing its general and administrative costs by shifting its back office and manufacturing
operations to offshore locations as well as outsourcing many of these job functions to third-party outsourcing
providers.

Competition

The home fashion industry is highly competitive in terms of price, quality and service. Future success will, to a large
extent, depend on WPI s ability to be a competitive low-cost producer. WPI competes with both foreign and domestic
companies on, among other factors, the basis of price, quality and customer service. In the sheet and towel markets,
WPI competes with many suppliers. WPI may also face competition in the future from companies that are currently
third-party suppliers to WPI. Future success depends on the ability to remain competitive in the areas of marketing,
product development, price, quality, brand names, manufacturing capabilities, distribution and order processing.
Additionally, the easing of trade restrictions over time has led to growing competition from low priced products
imported from Asia and Latin America.
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Seasonality and Cyclicality

The home fashion industry is somewhat seasonal, with a peak sales season in the fall with respect to WPI s blanket
products. In response to this seasonality, WPI increases its blanket inventory levels during the first six months of the
year to meet customer demands for the peak fall season. In addition, the home fashion industry is cyclical and
performance may be negatively affected by downturns in consumer spending.

Employees

WPI and its subsidiaries employed approximately 4,500 employees as of December 31, 2007. Currently,
approximately 1% of WPI s employees are unionized.

Holding Company

We seek to invest our available cash and cash equivalents in debt and equity securities with a view to enhancing
returns as we continue to assess further acquisitions of operating businesses. During fiscal 2007, we had a net gain on
investment activity of approximately $82.6 million, comprised of approximately $28.6 million in realized gains and
$54.0 million in unrealized gains.

As of December 31, 2007, 29.9% of our total investments, or $153.5 million, were managed by an unaffiliated
third-party investment manager. These investments are predominantly fixed income securities that have an average
duration of less than one month, and, in total, are managed to have an average S&P credit quality of above A-. As of
March 13, 2008, this portfolio was approximately 96% invested in cash and cash equivalents.

We made three equal investments in September, October and November 2007 aggregating $700 million in the Private
Funds for which no management fees or incentive allocations were applicable. As of December 31, 2007, the total
value of this investment is approximately $684.3 million, with an unrealized loss of $15.7 million for fiscal 2007.

These amounts are reflected in the Investment Management Entities net assets, earnings and non-controlling interest
but are eliminated at the Holding Company level. However, the Investment Management Entities allocated share of
net assets and earnings from the Private Funds includes the amount of these eliminated amounts.

We conduct our activities in a manner so as not to be deemed an investment company under the Investment Company
Act of 1940, as amended, or the Investment Company Act. Generally, this means that we do not invest or intend to
invest in securities as our primary business and that no more than 40% of our total assets will be invested in
investment securities as such term is defined in the Investment Company Act. In addition, we intend to structure our
investments so as to continue to be taxed as a partnership rather than as a corporation under the applicable publicly
traded partnership rules of the Internal Revenue Code of 1986, as amended.
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Item 1A. Risk Factors

Risks Relating to Our Structure
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Our general partner and its control person could exercise their influence over
us to your detriment.

Mr. Icahn, through affiliates, currently owns 100% of Icahn Enterprises GP, our general partner, and approximately
86.5% of our outstanding preferred units and approximately 91.2% of our depositary units and, as a result, has the
ability to influence many aspects of our operations and affairs. Icahn Enterprises GP also is the general partner of

Icahn Enterprises Holdings.

In addition, if Mr. Icahn were to sell, or otherwise transfer, some or all of his interests in us to an unrelated party or

group, a change of control could be deemed to have occurred under the terms of the indentures governing our notes

which would require us to offer to repurchase all outstanding notes at 101% of their principal amount plus accrued and

unpaid interest and liquidated damages, if any, to the date of repurchase. However, it is possible that we will not have
sufficient funds at the time of the change of control to make the required repurchase of notes.

We have engaged, and in the future may engage, in transactions with our
affiliates.

We have invested and may in the future invest in entities in which Mr. Icahn also invests. We also have purchased and
may in the future purchase entities or investments from him or his affiliates. Although Icahn Enterprises GP has never
received fees in connection with our investments, our partnership agreement allows for the payment of these fees. Mr.
Icahn may pursue other business opportunities in industries in which we compete and there is no requirement that any
additional business opportunities be presented to us. We continuously identify, evaluate and engage in discussions
concerning potential investments and acquisitions, including potential investments in and acquisitions of affiliates of
Mr. Icahn. There cannot be any assurance that any potential transactions that we consider will be completed.

The market for our securities may be volatile.

The market for our equity securities may be subject to disruptions that could cause substantial volatility in their prices.
Any such disruptions may adversely affect the value of your securities.

Future cash distributions to our unitholders, if any, can be affected by
numerous factors.

While we made cash distributions with respect to the first quarter of fiscal 2007 in the amount of $0.10 per depositary
unit, and the second, third and fourth quarters of fiscal 2007 in the amount of $0.15 per depositary unit,the payment of
future distributions will be determined by the board of directors of Icahn Enterprises GP, our general partner,
quarterly, based on a review of a number of factors, including those described below and other factors that it deems
relevant at the time that declaration of a distribution is considered. On February 29, 2008, the board of directors of
Icahn Enterprises GP approved an increase in the quarterly cash distribution from $0.15 to $0.25 per unit on its

depositary units payable in the first quarter of fiscal 2008. The distribution is payable on April 1, 2008 to depositary
unitholders of record at the close of business on March 18, 2008.

Our ability to pay distributions will depend on numerous factors, including the availability of adequate cash flow from
operations; the proceeds, if any, from divestitures; our capital requirements and other obligations; restrictions
contained in our financing arrangements; and our issuances of additional equity and debt securities. The availability of
cash flow in the future depends as well upon events and circumstances outside our control, including prevailing
economic and industry conditions and financial, business and similar factors. No assurance can be given that we will
be able to make distributions or as to the timing of any distribution. If distributions are made, there can be no
assurance that holders of depositary units may not be required to recognize taxable income in excess of cash

Our general partner and its control person could exercise their influence over us to your detriment. 21
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distributions made in respect of the period in which a distribution is made.

Holders of our depositary units have limited voting rights, rights to participate
in our management and control of us.

Our general partner manages and operates Icahn Enterprises. Unlike the holders of common stock in a corporation,
holders of our outstanding depositary units have only limited voting rights on matters affecting
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our business. Holders of depositary units have no right to elect the general partner on an annual or other continuing
basis, and our general partner generally may not be removed except pursuant to the vote of the holders of not less than
75% of the outstanding depositary units. In addition, removal of the general partner may result in a default under our
debt securities. As a result, holders of depositary units have limited say in matters affecting our operations and others
may find it difficult to attempt to gain control or influence our activities.

Holders of depositary units may not have limited liability in certain
circumstances and may be liable for the return of distributions that cause our
liabilities to exceed our assets.

We conduct our businesses through Icahn Enterprises Holdings in several states. Maintenance of limited liability will
require compliance with legal requirements of those states. We are the sole limited partner of Icahn Enterprises
Holdings. Limitations on the liability of a limited partner for the obligations of a limited partnership have not clearly
been established in several states. If it were determined that Icahn Enterprises Holdings has been conducting business
in any state without compliance with the applicable limited partnership statute or the possession or exercise of the
right by the partnership, as limited partner of Icahn Enterprises Holdings, to remove its general partner, to approve
certain amendments to the Icahn Enterprises Holdings partnership agreement or to take other action pursuant to the
Icahn Enterprises Holdings partnership agreement, constituted control of Icahn Enterprises Holdings business for the
purposes of the statutes of any relevant state, Icahn Enterprises and/or unitholders, under certain circumstances, might
be held personally liable for Icahn Enterprises Holdings obligations to the same extent as our general partner. Further,
under the laws of certain states, Icahn Enterprises might be liable for the amount of distributions made to Icahn
Enterprises by Icahn Enterprises Holdings.

Holders of our depositary units may also have to repay Icahn Enterprises amounts wrongfully distributed to them.
Under Delaware law, we may not make a distribution to holders of common units if the distribution causes our
liabilities to exceed the fair value of our assets. Liabilities to partners on account of their partnership interests and
nonrecourse liabilities are not counted for purposes of determining whether a distribution is permitted. Delaware law
provides that a limited partner who receives such a distribution and knew at the time of the distribution that the
distribution violated Delaware law will be liable to the limited partnership for the distribution amount for three years
from the distribution date.

Additionally, under Delaware law an assignee who becomes a substituted limited partner of a limited partnership is
liable for the obligations, if any, of the assignor to make contributions to the partnership. However, such an assignee is
not obligated for liabilities unknown to him or her at the time he or she became a limited partner if the liabilities could

not be determined from the partnership agreement.

Future cash distributions to our unitholders, if any, can be affected bynumerous factors. 22
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To service our indebtedness and pay distributions with respect to our
depositary units, we require a significant amount of cash. Our ability to
maintain our current cash position or generate cash depends on many factors
beyond our control.

Our ability to make payments on and to refinance our indebtedness, to pay distributions with respect to our depositary

units and to fund operations depends on existing cash balances and our ability to generate cash in the future. This, to a

certain extent, is subject to general economic, financial, competitive, regulatory and other factors that are beyond our
control.

Our current businesses and businesses that we acquire may not generate sufficient cash to service our debt. In
addition, we may not generate sufficient cash flow from operations or investments and future borrowings may not be
available to us in an amount sufficient to enable us to service our indebtedness or to fund our other liquidity needs.
Based on our current level of indebtedness which includes all of our unsecured senior notes and related interest
payments due thereon, mortgage payable and credit facilities, approximately $437 million of indebtedness will come
due in the three-year period ending December 31, 2010. We may need to refinance all or a portion of our indebtedness
on or before maturity. We cannot assure you that we will be able to refinance any of our indebtedness on
commercially reasonable terms or at all.

We are a holding company and depend on the businesses of our subsidiaries
to satisfy our obligations.

We are a holding company. In addition to cash and cash equivalents, U.S. government and agency obligations,
marketable equity and debt securities and other short-term investments, our assets consist primarily of
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investments in our subsidiaries. Moreover, if we make significant investments in operating businesses, it is likely that
we will reduce the liquid assets at Icahn Enterprises and Icahn Enterprises Holdings in order to fund those investments
and the ongoing operations of our subsidiaries. Consequently, our cash flow and our ability to meet our debt service
obligations and make distributions with respect to depositary units and preferred units likely will depend on the cash
flow of our subsidiaries and the payment of funds to us by our subsidiaries in the form of dividends, distributions,
loans or otherwise.

The operating results of our subsidiaries may not be sufficient to make distributions to us. In addition, our subsidiaries
are not obligated to make funds available to us and distributions and intercompany transfers from our subsidiaries to
us may be restricted by applicable law or covenants contained in debt agreements and other agreements to which these
subsidiaries may be subject or enter into in the future. The terms of any borrowings of our subsidiaries or other entities
in which we own equity may restrict dividends, distributions or loans to us. For example, we have credit facilities for
WPI, our majority owned subsidiary, and our real estate development properties that also restrict dividends,
distributions and other transactions with us. To the degree any distributions and transfers are impaired or prohibited,
our ability to make payments on our debt and to make distributions on our depository units will be limited.

We or our subsidiaries may be able to incur substantially more debt.

We or our subsidiaries may be able to incur substantial additional indebtedness in the future. The terms of the
indentures governing our 8.125% senior notes due 2012, our 7.125% senior notes due 2013 and our variable rate notes

To service our indebtedness and pay distributions with respect to our depositary units, we require a signif@ant amo
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due 2013 do not prohibit us or our subsidiaries from doing so. We and Icahn Enterprises Holdings may incur
additional indebtedness if we comply with certain financial tests contained in the indentures that govern these notes.
As of December 31, 2007, based upon these tests, we and Icahn Enterprises Holdings could have incurred up to
approximately $1.7 billion of additional indebtedness. However, our subsidiaries other than Icahn Enterprises
Holdings, are not subject to any of the covenants contained in the indentures with respect to our senior notes,
including the covenant restricting debt incurrence. If new debt is added to our and our subsidiaries current debt levels,
the related risks that we, and they, now face could intensify.

Our failure to comply with the covenants contained under any of our debt

instruments, including the indentures governing our outstanding notes,

including our failure as a result of events beyond our control, could result in

an event of default which would materially and adversely affect our financial
condition.

If there were an event of default under one of our debt instruments, the holders of the defaulted debt could cause all
amounts outstanding with respect to that debt to be due and payable immediately. In addition, any event of default or
declaration of acceleration under one debt instrument could result in an event of default under one or more of our
other debt instruments. It is possible that, if the defaulted debt is accelerated, our assets and cash flow may not be
sufficient to fully repay borrowings under our outstanding debt instruments and we cannot assure you that we would

be able to refinance or restructure the payments on those debt securities.

We may be subject to the pension liabilities of our affiliates.

Mr. Icahn, through certain affiliates, currently owns 100% of Icahn Enterprises GP and approximately 91.2% of our
outstanding depositary units and 86.5% of our outstanding preferred units. Applicable pension and tax laws make each
member of a controlled group of entities, generally defined as entities in which there are at least an 80% common
ownership interest, jointly and severally liable for certain pension plan obligations of any member of the controlled
group. These pension obligations include ongoing contributions to fund the plan, as well as liability for any unfunded
liabilities that may exist at the time the plan is terminated. In addition, the failure to pay these pension obligations
when due may result in the creation of liens in favor of the pension plan or the Pension Benefit Guaranty Corporation,
or the PBGC, against the assets of each member of the controlled group.

As a result of the more than 80% ownership interest in us by Mr. Icahn s affiliates, we and our subsidiaries are subject
to the pension liabilities of all entities in which Mr. Icahn has a direct or indirect ownership interest of at least 80%.

One such entity, ACF Industries LLC, is the sponsor of several pension plans which,
15
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as of December 31, 2007, were not underfunded on an ongoing actuarial basis but would be underfunded by
approximately $93.3 million if those plans were terminated, as most recently reported by the plans actuaries. These
liabilities could increase or decrease, depending on a number of factors, including future changes in promised benefits,
investment returns, and the assumptions used to calculate the liability. As members of the controlled group, we would
be liable for any failure of ACF to make ongoing pension contributions or to pay the unfunded liabilities upon a
termination of the ACF pension plans. In addition, other entities now or in the future within the controlled group that
includes us may have pension plan obligations that are, or may become, underfunded and we would be liable for any
failure of such entities to make ongoing pension contributions or to pay the unfunded liabilities upon a termination of
such plans.

We or our subsidiaries may be able to incur substantially more debt.

24
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The current underfunded status of the ACF pension plans requires ACF to notify the PBGC of certain reportable
events,

such as if we cease to be a member of the ACF controlled group, or if we make certain extraordinary dividends
or stock redemptions. The obligation to report could cause us to seek to delay or reconsider the occurrence of such

reportable events.

Starfire Holding Corporation, or Starfire, which is 100% owned by Mr. Icahn, has undertaken to indemnify us and our
subsidiaries from losses resulting from any imposition of certain pension funding or termination liabilities that may be
imposed on us and our subsidiaries or our assets as a result of being a member of the Icahn controlled group. The
Starfire indemnity (which does not extend to pension liabilities of our subsidiaries that would be imposed on us as a
result of our interest in these subsidiaries and not as a result of Mr. Icahn and his affiliates more than 80% ownership
interest in us) provides, among other things, that so long as such contingent liabilities exist and could be imposed on
us, Starfire will not make any distributions to its stockholders that would reduce its net worth to below $250.0 million
Nonetheless, Starfire may not be able to fund its indemnification obligations to us.

We are subject to the risk of possibly becoming an investment company.

Because we are a holding company and a significant portion of our assets may, from time to time, consist of
investments in companies in which we own less than a 50% interest, we run the risk of inadvertently becoming an
investment company that is required to register under the Investment Company Act. Registered investment companies
are subject to extensive, restrictive and potentially adverse regulations relating to, among other things, operating
methods, management, capital structure, dividends and transactions with affiliates. Registered investment companies
are not permitted to operate their business in the manner in which we operate our business, nor are registered

investment companies permitted to have many of the relationships that we have with our affiliated companies.

In order not to become an investment company required to register under the Investment Company Act, we monitor
the value of our investments and structure transactions with an eye toward the Investment Company Act. As a result,
we may structure transactions in a less advantageous manner than if we did not have Investment Company Act
concerns, or we may avoid otherwise economically desirable transactions due to those concerns. In addition, events
beyond our control, including significant appreciation or depreciation in the market value of certain of our publicly
traded holdings or adverse developments with respect to our ownership of certain of our subsidiaries, such as our

potential loss of control of WPI, could result in our inadvertently becoming an investment company. See Part II, Item
8, Note 19, Commitments and Contingencies,

and Part I, Item 3, Legal Proceedings, for further discussion.

If it were established that we were an investment company, there would be a risk, among other material adverse
consequences, that we could become subject to monetary penalties or injunctive relief, or both, in an action brought by
the SEC, that we would be unable to enforce contracts with third parties or that third parties could seek to obtain
rescission of transactions with us undertaken during the period it was established that we were an unregistered

investment company.

We may become taxable as a corporation.

We believe that we have been and are properly treated as a partnership for federal income tax purposes. This allows us
to pass through our income and deductions to our partners. However, the Internal Revenue Service, or IRS, could
challenge our partnership status and we could fail to qualify as a partnership for past years as well as future years.

Qualification as a partnership involves the application of highly technical and
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complex provisions of the Internal Revenue Code of 1986, as amended. For example, a publicly traded partnership is
generally taxable as a corporation unless 90% or more of its gross income is qualifying income, which includes
interest, dividends, oil and gas revenues, real property rents, gains from the sale or other disposition of real property,
gain from the sale or other disposition of capital assets held for the production of interest or dividends, and certain
other items. We believe that in all prior years of our existence at least 90% of our gross income was qualifying income
and we intend to structure our business in a manner such that at least 90% of our gross income will constitute
qualifying income this year and in the future. However, there can be no assurance that such structuring will be
effective in all events to avoid the receipt of more than 10% of non-qualifying income. If less than 90% of our gross
income constitutes qualifying income, we may be subject to corporate tax on our net income, at a Federal rate of up to
35% plus possible state taxes. Further, if less than 90% of our gross income constituted qualifying income for past
years, we may be subject to corporate level tax plus interest and possibly penalties. In addition, if we register under
the Investment Company Act, it is likely that we would be treated as a corporation for U.S. federal income tax
purposes. The cost of paying federal and possibly state income tax, either for past years or going forward, could be a
significant liability and would reduce our funds available to make distributions to holders of units, and to make
interest and principal payments on our debt securities. To meet the qualifying income test we may structure
transactions in a manner which is less advantageous than if this were not a consideration, or we may avoid otherwise
economically desirable transactions.

Legislation has been introduced into Congress which, if enacted, could have a material and adverse effect on us. These
proposals include legislation which would tax publicly traded partnerships engaged in the investment management
business, such as us, as corporations. Other proposals would treat the income from carried interests, when recognized
for tax purposes, as ordinary income and as not qualifying as investment income for purposes of the 90% investment
income test that publicly traded partnerships must meet to be classified as partnerships. It is unclear whether such
legislation will be enacted. Moreover, it is unclear what specific provisions may be enacted, including what the
effective date will be, and accordingly what any such legislation s impact will be on us. It is possible that if such
legislation were enacted we would be treated as an association, taxable as a corporation, which would materially
increase our taxes. As an alternative, we might be required to restructure our operations, and possibly dispose of

certain businesses, in order to avoid or mitigate the impact of any such legislation.

Holders of depositary units may be required to pay tax on their share of our
income even if they did not receive cash distributions from us.

Because we are treated as a partnership for income tax purposes, holders of units are generally required to pay federal
income tax, and, in some cases, state or local income tax, on the portion of our taxable income allocated to them,
whether or not such income is distributed. Accordingly, it is possible that holders of depositary units may not receive
cash distributions from us equal to their share of our taxable income, or even equal to their tax liability on the portion

of our income allocated to them.

If we discover significant deficiencies in our internal controls over financial
reporting or at any recently acquired entity, it may adversely affect our ability
to provide timely and reliable financial information and satisfy our reporting
obligations under federal securities laws, which also could affect the market
price of our depositary units or our ability to remain listed on the NYSE.

Effective internal and disclosure controls are necessary for us to provide reliable financial reports and effectively
prevent fraud and to operate successfully as a public company. If we cannot provide reliable financial reports or
prevent fraud, our reputation and operating results would be harmed. As of December 31, 2007, we completed
remediation of previously reported significant deficiencies in internal controls, as defined under interim standards
adopted by the Public Company Accounting Oversight Board, or PCAOB; in two instances at Icahn Enterprises and

We may become taxable as a corporation. 26
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one at a subsidiary. A significant deficiency is a deficiency, or combination of deficiencies, in internal control over
financial reporting that is less severe than a material weakness, yet important enough to merit attention of those
responsible for oversight of the registrant s financial reporting.

To the extent that any material weakness or significant deficiency exists in our or our consolidated subsidiaries
internal control over financial reporting, such material weakness or significant deficiency may adversely affect our

ability to provide timely and reliable financial information necessary for the conduct of
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our business and satisfaction of our reporting obligations under federal securities laws, which could affect our ability

to remain listed on the NYSE. Ineffective internal and disclosure controls could cause investors to lose confidence in

our reported financial information, which could have a negative effect on the trading price of our depositary units or
the rating of our debt.

Since we are a limited partnership, you may not be able to pursue legal claims
against us in U.S. federal courts.

We are a limited partnership organized under the laws of the state of Delaware. Under the federal rules of civil
procedure, you may not be able to sue us in federal court on claims other than those based solely on federal law,
because of lack of complete diversity. Case law applying diversity jurisdiction deems us to have the citizenship of
each of our limited partners. Because we are a publicly traded limited partnership, it may not be possible for you to
attempt to sue us in a federal court because we have citizenship in all 50 U.S. states and operations in many states.
Accordingly, you will be limited to bringing any claims in state court.

Certain members of our management team may be involved in other business
activities that may involve conflicts of interest.

Certain individual members of our management team may, from time to time, be involved in the management of other
businesses, including those owned or controlled by Mr. Icahn and his affiliates. Accordingly, these individuals may
focus a portion of their time and attention on managing these other businesses. Conflicts may arise in the future
between our interests and the interests of the other entities and business activities in which such individuals are
involved.

Risks Relating to Our Business

General

In addition to the following risk factors specific to each of our businesses, all of our businesses are subject to the
effects of the following:

the continued threat of terrorism;
economic downturn;
loss of any of our or our subsidiaries key personnel;
the unavailability, as needed, of additional financing; and
the unavailability of insurance at acceptable rates.

Risks Relating to Our Business 27
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Investment Management Operations

The historical financial information for our investment management
operations is not necessarily indicative of the future performance of our
investment management operations.

The financial results of our investment management operations are primarily driven by AUM and the performance of
the Private Funds. The historical consolidated financial information contained elsewhere in our Annual Report on
Form 10-K for our investment management operations is not indicative of the future financial results of our
investment management operations. In particular, with respect to the historical returns of our investment management
operations:

in the past few years, the rates of returns of certain of the Private Funds have benefited from favorable market
conditions and profitable investment opportunities that may not repeat themselves;

the rates of return reflect the historical cost configuration of our investment management operations, which may
change in the future due to factors beyond our control, including changes in laws; and

future returns may be affected by the risks described elsewhere in this report, including risks of the industries and
businesses in which a particular fund invests.
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Poor performance of the Private Funds could cause a decline in our
investment management operations revenue, may reduce or eliminate our
incentive allocations for one or more periods, and may adversely affect AUM
for the Private Funds.

Our revenue from our investment management operations is derived principally from three sources: (1) special profits
interest allocations; (2) incentive allocations earned based upon the Private Funds performance; and (3) gains or losses
in our investments in the Private Funds. In the event that one or more of the Private Funds were to perform poorly, our
investment management operations revenue could decline and we may not receive special profits interest allocations
or incentive allocations. Moreover, in the event that the performance of one or more Private Funds is negative, our
investment management operations revenue could decline and we may not receive any incentive allocation.
Furthermore, if a Private Fund has net losses (from net realized and unrealized losses), such losses will be carried
forward and incentive allocations will not be earned until such losses are recovered. Moreover, we could experience
losses on our investments of our own principal as a result of any such poor performance of the Private Funds. Poor
performance could make it more difficult for the Private Funds to raise new capital. Poor performance may cause
existing investors in the Private Funds to redeem their investments in the Private Funds. Investors and potential
investors in the Private Funds continually assess the Private Funds performance. The ability of the Private Funds to
raise capital, and the avoidance of excessive redemption levels, will depend on the Private Funds continued
performance at a level that is satisfactory to investors and potential investors in the Private Funds.

Successful execution of the Private Funds activist investment activities
involves many risks, certain of which are outside of our control.

The success of the Private Funds' investment strategy may require, among other things: (i) that the Investment
Management Entities properly identify companies whose securities prices can be improved through corporate and/or
strategic action; (ii) that the Private Funds acquire sufficient securities of such companies at a sufficiently attractive

Investment Management Operations 28
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price; (iii) that the Private Funds avoid triggering anti-takeover and regulatory obstacles while aggregating their
positions; (iv) that management of portfolio companies and other security holders respond positively to our proposals;

and (v) that the market price of portfolio companies' securities increases in response to any actions taken by the
portfolio companies. We cannot assure you that any of the foregoing will succeed.

Our investment management operations are materially affected by conditions in the global markets and economic
conditions throughout the world. The global market and economic climate may deteriorate because of many factors
beyond the control of the Investment Management Entities, including rising interest rates or inflation, terrorism or

political uncertainty. In the event of a market downturn, the Private Funds could be affected in different ways.
Furthermore, while difficult market conditions may increase opportunities to make certain distressed asset
investments, such conditions may also increase the risk of default with respect to investments held by the Private
Funds that have significant debt investments.

The Private Funds may fail to realize any profits from their investment
activities for a considerable period of time and we may lose some or all of the
principal amount we invest in the Private Funds. This risk may be magnified
due to concentration of investments and investments in undervalued

securities.

Our investment management operations revenue depends on the investments made by the Private Funds. Certain
investment positions in which each Private Fund may have an interest may be illiquid. The Private Funds may own
restricted or non-publicly traded securities and securities traded on foreign exchanges. These investments could
prevent a Private Fund from liquidating unfavorable positions promptly and subject the Private Fund to substantial

losses.

At any given time, a Private Funds assets may become highly concentrated within a particular company, industry,
asset category, trading style or financial or economic market. In that event, the Private Fund s investment portfolio will

be more susceptible to fluctuations in value resulting from adverse economic conditions affecting the performance of

that particular company, industry, asset category, trading style or economic market than a less concentrated portfolio
would be. As a result, the Private Funds investment portfolio could become concentrated and its aggregate return may
be volatile and may be affected substantially by the performance of only one or a few holdings.
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The Private Funds seek to invest in securities that are undervalued. The identification of investment opportunities in
undervalued securities is a difficult task, and there are no assurances that such opportunities will be successfully
recognized or acquired. While investments in undervalued securities offer the opportunity for above-average capital
appreciation, these investments involve a high degree of financial risk and can result in substantial losses. Returns
generated from the Private Funds investments may not adequately compensate for the business and financial risks

assumed.

From time to time, each Private Fund may invest in bonds or other fixed income securities, such as commercial paper
and higher yielding (and, therefore, higher risk) debt securities. It is likely that a major economic recession could
disrupt severely the market for such securities and may have an adverse impact on the value of such securities. In

addition, it is likely that any such economic downturn could adversely affect the ability of the issuers of such
securities to repay principal and pay interest thereon and increase the incidence of default for such securities.

Successful execution of the Private Funds activist investment activitiesinvolves many risks, certain of wi2éh are ot
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For reasons not necessarily attributable to any of the risks set forth in this Form 10-K (for example, supply/demand
imbalances or other market forces), the prices of the securities in which the Private Funds invest may decline
substantially. In particular, purchasing assets at what may appear to be undervalued levels is no guarantee that these
assets will not be trading at even more undervalued levels at a time of valuation or at the time of sale.

The use of leverage in investments by the Private Funds poses a significant
degree of risk and enhances the possibility of significant loss in the value of
the investments in the Private Funds.

Each Private Fund may leverage its capital if its general partner believes that the use of leverage may enable the
Private Fund to achieve a higher rate of return. Accordingly, a Private Fund may pledge its securities in order to
borrow additional funds for investment purposes. Each Private Fund may also leverage its investment return with
options, short sales, swaps, forwards and other derivative instruments. The amount of borrowings that each Private
Fund may have outstanding at any time may be substantial in relation to its capital. While leverage may present
opportunities for increasing a Private Fund s total return, leverage may increase losses as well. Accordingly, any event
that adversely affects the value of an investment by a Private Fund would be magnified to the extent such fund is
leveraged. The cumulative effect of the use of leverage by each Private Fund in a market that moves adversely to the
Private Fund s investments could result in a substantial loss to the Private Fund that would be greater than if the
Private Fund was not leveraged.

In general, the use of short-term margin borrowings results in certain additional risks to the Private Funds. For
example, should the securities pledged to brokers to secure any Private Fund s margin accounts decline in value, the
Private Fund could be subject to a margin call, pursuant to which it must either deposit additional funds or securities

with the broker, or suffer mandatory liquidation of the pledged securities to compensate for the decline in value. In the
event of a sudden drop in the value of any of the Private Fund s assets, the Private Fund might not be able to liquidate
assets quickly enough to satisfy its margin requirements.

Any of the Private Funds may enter into repurchase and reverse repurchase agreements. When a Private Fund enters
into a repurchase agreement, it sells securities issued by the U.S. or a non-U.S. government, or agencies thereof, to a
broker-dealer or financial institution, and agrees to repurchase such securities for the price paid by the broker-dealer or
financial institution, plus interest at a negotiated rate. In a reverse repurchase transaction, the Private Fund buys
securities issued by the U.S. or a non-U.S. government, or agencies thereof, from a broker-dealer or financial
institution, subject to the obligation of the broker-dealer or financial institution to repurchase such securities at the
price paid by the Private Fund, plus interest at a negotiated rate. The use of repurchase and reverse repurchase
agreements by any of the Private Funds involves certain risks. For example, if the seller of securities to a Private Fund
under a reverse repurchase agreement defaults on its obligation to repurchase the underlying securities, as a result of
its bankruptcy or otherwise, the Private Fund will seek to dispose of such securities, which action could involve costs
or delays. If the seller becomes insolvent and subject to liquidation or reorganization under applicable bankruptcy or
other laws, the Private Fund s ability to dispose of the underlying securities may be restricted. Finally, if a seller
defaults on its obligation to repurchase securities under a reverse repurchase agreement, the Private
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Fund may suffer a loss to the extent it is forced to liquidate its position in the market, and proceeds from the sale of
the underlying securities are less than the repurchase price agreed to by the defaulting seller.

The financing used by each Private Fund to leverage its portfolio will be extended by securities brokers and dealers in
the marketplace in which the Private Fund invests. While the Private Fund will attempt to negotiate the terms of these

The Private Funds may fail to realize any profits from their investmentactivities for a considerable period &Qime anc



Edgar Filing: ICAHN ENTERPRISES L.P. - Form 10-K

financing arrangements with such brokers and dealers, its ability to do so will be limited. The Private Fund is therefore
subject to changes in the value that the broker-dealer ascribes to a given security or position, the amount of margin

required to support such security or position, the borrowing rate to finance such security or position and/or such
broker-dealer s willingness to continue to provide any such credit to the Private Fund. Because each Private Fund

currently has no alternative credit facility which could be used to finance its portfolio in the absence of financing from

broker-dealers, it could be forced to liquidate its portfolio on short notice to meet its financing obligations. The forced

liquidation of all or a portion of the Private Fund s portfolios at distressed prices could result in significant losses to the

Private Fund.

The possibility of increased regulatory focus could result in additional
burdens on our investment management operations. Changes in tax law could
adversely affect us.

As a result of highly publicized financial scandals, investors have exhibited concerns over the integrity of the U.S.
financial markets, and the regulatory environment in which our investment management business operates is subject
to further regulation in addition to the rules already promulgated. In particular, in recent years, there has been ongoing
debate by U.S. and foreign governments regarding new rules and regulations for investment funds. Our investment
management operations may be adversely affected by the enactment of new or revised regulations, or changes in the
interpretation or enforcement of rules and regulations imposed by the SEC, other U.S. or foreign governmental
regulatory authorities or self-regulatory organizations that supervise the financial markets. For example, the SEC may
require all hedge fund managers to register under the Investment Advisors Act of 1940. Such changes could place
limitations on the type of investor that can invest in the Private Funds. Further, such changes may limit the scope of

investment activities that may be undertaken by the Private Funds managers. Any such changes could increase the
cost of our investment management operations doing business and/or materially adversely impact our profitability. In
addition, the securities and futures markets are subject to comprehensive statutes, regulations and margin
requirements. The SEC, other regulators and self-regulatory organizations and exchanges are authorized to take
extraordinary actions in the event of market emergencies. The regulation of derivatives transactions and funds that
engage in such transactions is an evolving area of law and is subject to modification by government and judicial
action. The effect of any future regulatory change on the Private Funds could be substantial and adverse.

In addition, changes in tax law could adversely affect us. Legislation has been introduced in Congress which, if
enacted, could have a material and adverse effect on us. Proposals include legislation which would tax publicly traded
partnerships engaged in the investment management business, such as us, as corporations. Other proposals would treat

the income from carried interests, when recognized for tax purposes, as ordinary income and as not qualifying as
investment income for purposes of the 90% investment income test that publicly traded partnerships must meet to be
classified as partnerships. It is unclear whether such legislation will be enacted. Moreover, it is unclear what specific

provisions may be enacted, including what the effective date will be, and accordingly what any such legislation s
impact will be on us. It is possible that if such legislation were enacted we would be treated as an association, taxable
as a corporation, which would materially increase our taxes. As an alternative, we might be required to restructure our
operations, and possibly dispose of certain businesses, in order to avoid or mitigate the impact of any such legislation.

The investment management business is intensely competitive.

The investment management business is intensely competitive, with competition based on a variety of factors,
including investment performance, the quality and experience of investment professionals and business reputation.
The Private Funds compete for fund investors, investment opportunities and talent with an increasing number of hedge
funds, private equity funds, specialized funds, traditional asset managers, commercial banks and other financial
institutions.

The use of leverage in investments by the Private Funds poses a significantdegree of risk and enhances it possikt
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Several of our competitors have raised or are expected to raise, significant amounts of capital and many of them have
investment objectives similar to the Private Funds, which may create additional competition for
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investment opportunities for the Private Funds and may reduce the size and duration of pricing inefficiencies that
many alternative investment strategies seek to exploit. Our competitors may benefit from a lower cost of capital or
have higher risk tolerance or different risk assessments, which may allow them to bid more aggressively than us.

The Private Funds may lose investment opportunities in the future if they do not match investment prices, structures
and terms offered by competitors. Alternatively, the Private Funds may experience decreased rates of return and
increased risks of loss if they match investment price structures and terms offered by competitors. In addition, changes
in the global capital markets could diminish the attractiveness of the Private Funds relative to investments in other
investment products. This competitive pressure could materially adversely affect the ability of the Investment
Management Entities to make successful investments for the Private Funds and reduce the AUM of the Private Funds.

These and other factors could reduce our investment management operations revenue and earnings and materially
adversely affect our investment management operations.

The failure of Mr. Icahn to participate in the management of the Private Funds
could have a material adverse effect on the Private Funds and on us.

The success of the Private Funds depends upon the ability of the Investment Management Entities to develop and
implement investment strategies that achieve the Private Funds investment objectives. Subjective decisions made by
employees of the Investment Management Entities may cause the Private Funds to incur losses or to miss profit
opportunities on which the Private Funds would otherwise have capitalized. In the event that Mr. Icahn ceases to
participate in the management of the Private Funds, the consequences to the Private Funds and our investment in them
could be material and adverse and could lead to the premature termination of the Private Funds. In the event that Mr.
Icahn dies, or is unable, by reason of illness or injury, to perform his duties as chief executive officer of the General
Partners for 90 consecutive days, or for any reason other than death, illness or injury ceases to perform those duties,
the investors in each of the Private Funds will have certain redemption rights. The occurrence of such an event could
have a material adverse effect on the revenues and earnings of our investment management business, and the ability of
the Private Funds to maintain or grow their AUM. Such redemptions could lead possibly to a liquidation of one or
more of the Private Funds and a corresponding elimination of our special profits interest allocations and potential to
earn incentive allocations. The loss of Mr. Icahn could, therefore, ultimately result in a loss of substantially all of the
earnings of our investment management business.

The Private Funds make investments in companies we do not control.

Investments by the Private Funds include investments in debt or equity securities of publicly traded companies that we
do not control. Such investments may be acquired by a Private Fund through open market trading activities or through
purchases of securities from the issuer. These investments will be subject to the risk that the company in which the
investment is made may make business, financial or management decisions with which the Investment Management
Entities disagree or that the majority of stakeholders or the management of the company may take risks or otherwise
act in a manner that does not serve the best interests of the Private Fund. In addition, a Private Fund may make
investments in which it shares control over the investment with co-investors, which may make it more difficult for it
to implement its investment approach or exit the investment when it otherwise would. If any of the foregoing were to
occur, the values of the investments by the Private Funds could decrease and our investment management operations

The investment management business is intensely competitive. 32
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revenues could suffer as a result.

The ability to hedge investments successfully is subject to numerous risks.

The Private Funds may utilize financial instruments, both for investment purposes and for risk management purposes
in order to (i) protect against possible changes in the market value of a Private Fund s investment portfolios resulting
from fluctuations in the securities markets and changes in interest rates; (ii) protect a Private Fund s unrealized gains in
the value of the their investment portfolios; (iii) facilitate the sale of any such investments; (iv) enhance or preserve

returns, spreads or gains on any investment in the Private Fund s portfolio; (v) hedge the interest rate or currency
exchange rate on any of the Private Fund's
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liabilities or assets; (vi) protect against any increase in the price of any securities the Investment Management Entities
anticipate purchasing at a later date; or (vii) for any other reason that the Investment Management Entities deem
appropriate.

The success of any hedging activities will depend, in part, upon the degree of correlation between the performance of
the instruments used in the hedging strategy and the performance of the portfolio investments being hedged. Since the
characteristics of many securities change as markets change or time passes, the success of the our investment
management operations hedging strategy will also be subject to the ability of the Investment Management Entities to
continually recalculate, readjust and execute hedges in an efficient and timely manner. While a Private Fund may
enter into hedging transactions to seek to reduce risk, such transactions may result in a poorer overall performance for
the Private Fund than if it had not engaged in such hedging transactions. For a variety of reasons, a Private Fund may
not seek to establish a perfect correlation between the hedging instruments utilized and the portfolio holdings being
hedged. Such an imperfect correlation may prevent the Private Fund from achieving the intended hedge or expose the
Private Fund to risk of loss. A Private Fund may determine not to hedge against a particular risk because it does not
regard the probability of the risk occurring to be sufficiently high as to justify the cost of the hedge. The Investment

Management Entities may not foresee the occurrence of the risk and therefore may not hedge against all risks.

We are subject to third-party litigation risks attributable to our investment
management operations that could result in significant liabilities, which could
adversely affect our results of operations, financial condition and liquidity.

Some of the tactics that the Private Funds may use involve litigation. The Private Funds could be a party to lawsuits
that they initiate or that are initiated by a company in which the Private Funds invest, other shareholders, or state and
federal governmental bodies. There can be no assurance that litigation, once begun, would be resolved in favor of the

Private Funds.

In addition, we will be exposed to risk of litigation by a Private Fund s investors if the Investment Management
Entities management of the Private Fund is alleged to constitute gross negligence, willful misconduct or dishonesty or
breach of contract or organizational documents. Further, the Private Fund may be subject to third-party litigation
arising from investors dissatisfaction with the performance of the Private Fund or based on claims that it improperly
exercised control or influence over portfolio investments. The Private Funds and the Investment Management Entities
may also be exposed to the risk of litigation or investigation by investors or regulators relating to transactions which
presented conflicts of interest that were not properly addressed. In such actions, we would be obligated to bear legal,
settlement and other costs (which may exceed our available insurance coverage). In addition, our rights to

The Private Funds make investments in companies we do not control. 33
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indemnification from the applicable Private Funds may be challenged.

Certain of the Private Funds are incorporated or formed under the laws of the Cayman Islands. Cayman Islands laws,
particularly with respect to shareholder rights, partner rights and bankruptcy, may differ from the laws of the United
States and could change possibly to the detriment of the applicable Private Fund.

The Private Funds may invest in companies that are based outside of the
United States, which may expose the Private Funds to additional risks not
typically associated with investing in companies that are based in the United
States.

Investments in securities of non-U.S. issuers (including non-U.S. governments) and securities denominated or whose
prices are quoted in non-U.S. currencies pose, to the extent not successfully hedged, currency exchange risks
(including blockage, devaluation and non-exchangeability), as well as a range of other potential risks, which could
include expropriation, confiscatory taxation, imposition of withholding or other taxes on dividends, interest, capital
gains or other income, political or social instability, illiquidity, price volatility and market manipulation. In addition,
less information may be available regarding securities of non-U.S. issuers, and non-U.S. issuers may not be subject to
accounting, auditing and financial reporting standards and requirements comparable to, or as uniform as, those of U.S.
issuers. Transaction costs of investing in non-U.S. securities markets are generally higher than in the United States.
There is generally less government supervision and regulation of exchanges, brokers and issuers than there is in the
United States. The Private Funds may have greater difficulty taking appropriate legal action in non-U.S. courts.
Non-U.S. markets also have
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different clearance and settlement procedures which in some markets have at times failed to keep pace with the
volume of transactions, thereby creating substantial delays and settlement failures that could adversely affect the
Private Funds performance. Investments in non-U.S. markets may result in imposition of non-U.S. taxes or
withholding on income and gains recognized with respect to such securities. There can be no assurance that adverse
developments with respect to such risks will not materially adversely affect the Private Funds investments that are
held in certain countries or the returns from these investments.

The Private Funds investments are subject to numerous additional risks.

Generally, there are few limitations on the execution of the Private Funds investment activities, which are subject to
the sole discretion of the Investment Management Entities.

A Private Fund may buy or sell (or write) both call options and put options, and when it writes options, it may do so
on a covered or an uncovered basis. When the Private Fund sells (or writes) an option, the risk can be substantially
greater than when it buys an option. The seller of an uncovered call option bears the risk of an increase in the market
price of the underlying security above the exercise price. The risk is theoretically unlimited unless the option is
covered. If it is covered, the Private Fund would forego the opportunity for profit on the underlying security should
the market price of the security rise above the exercise price. Swaps and certain options and other custom instruments
are subject to the risk of non-performance by the swap counterparty, including risks relating to the creditworthiness of
the swap counterparty, market risk, liquidity risk and operations risk.

The Private Funds may engage in short-selling, which is subject to a theoretically unlimited risk of loss because there
is no limit on how much the price of a security may appreciate before the short position is closed out. The Private
Funds may be subject to losses if a security lender demands return of the borrowed securities and an alternative

We are subject to third-party litigation risks attributable to our investmentmanagement operations that coudd result i
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lending source cannot be found or if the Private Funds are otherwise unable to borrow securities that are necessary to
hedge its positions.

The Private Funds may effect transactions through over-the-counter or interdealer markets. The participants in such
markets are typically not subject to credit evaluation and regulatory oversight as are members of exchange-based
markets. This exposes the Private Funds to the risk that a counterparty will not settle a transaction in accordance with
its terms and conditions because of a dispute over the terms of the contract (whether or not bona fide) or because of a
credit or liquidity problem, thus causing the Private Fund to suffer a loss. Such counterparty risk is accentuated for
contracts with longer maturities where events may intervene to prevent settlement, or where a Private Fund has
concentrated its transactions with a single or small group of its counterparties. The Private Funds are not restricted
from dealing with any particular counterparty or from concentrating any or all of the Private Funds transactions with
one counterparty.

Credit risk may arise through a default by one of several large institutions that are dependent on one another to meet
their liquidity or operational needs, so that a default by one institution causes a series of defaults by other institutions.
This systemic risk may materially adversely affect the financial intermediaries (such as prime brokers, clearing
agencies, clearing houses, banks, securities firms and exchanges) with which the Private Funds interact on a daily
basis.

The efficacy of investment and trading strategies depends largely on the ability to establish and maintain an overall
market position in a combination of financial instruments. The Private Funds trading orders may not be executed in a
timely and efficient manner due to various circumstances, including systems failures or human error. In such event,
the Private Funds might only be able to acquire some but not all of the components of the position, or if the overall
positions were to need adjustment, the Private Funds might not be able to make such adjustment. As a result, the
Private Funds would not be able to achieve the market position selected by the Investment Management Entities and
might incur a loss in liquidating their position.

24

TABLE OF CONTENT

Metals Operations

The principal markets served by our scrap metals operations are highly
competitive. We may have difficulty competing with companies that have a
lower cost structure than ours.

Our scrap metals business operates in a highly competitive environment. We primarily provide services to industrial
companies. Many other companies offer the same or similar services and compete with our metals business on a
number of bases including, but not limited to: (i) price; (ii) quality of service; (iii) proximity to the consumer; (iv)
proximity to sources of supply; (v) local or regional presence; (vi) technology; (vii) safety performance; and (viii)
financial strength. Many of these competitors have greater financial resources than we do either nationally or in the
particular locale in which they operate. Some of these competitors are larger and have more diverse businesses than
we do. In addition, we also face increased competition from steel mills that are vertically integrated into the scrap
metal business. Some of our foreign competitors may be able to pursue business opportunities without regard for the
laws and regulations with which we must comply, such as environmental regulations. These companies may have a
lower cost structure, more operating flexibility and consequently they may be able to offer better prices and more
services than we can. We cannot assure you that we will be able to compete successfully with these companies. In
addition to larger companies, we compete with many smaller competitors operating locally in this highly fragmented
market. Some of the companies may have lower operating costs and may be able to compete more effectively on
price.

The Private Funds investments are subject to numerous additional risks. 35
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Prices of commodities are volatile and markets are competitive.

We are exposed to commodity price risk during the period that we have title to products that are held in inventory for
processing and/or resale. Prices of commodities, including scrap metals, can be volatile due to numerous factors
beyond our control, including:

general economic conditions;
labor costs;
competition;
financial condition of our major customers;
access and costs associated with transportation systems;
the availability of imports;
the availability and relative pricing of scrap metal substitutes; and
import duties, ocean freight costs, tariffs and currency exchange rates.
In an increasing price environment for raw materials, competitive conditions may limit our ability to pass on price
increases to our consumers. In a decreasing price environment for processed scrap, we may not have the ability to
fully recoup the cost of raw scrap metal we process and sell to our customers. New entrants into our markets could
result in higher purchase prices for raw materials and lower margins from our scrap metals. Prices in the scrap metal
industry are established and adjusted monthly by the major steel producers. The price of ferrous scrap is a significant
factor influencing the profitability of the scrap metals industry.

Increases in steel imports could adversely affect the demand for scrap metals
domestically.

Our scrap metals operations may be adversely affected by increases in steel imports into the United States, which will
have an adverse impact on domestic steel production and a corresponding adverse impact on the demand for scrap
metals domestically. Additionally, our scrap metals business could be negatively affected by strengthening in the U.S.
dollar or increased freight costs which could negatively impact export sales and a stronger U.S. dollar could also
attract imports of scrap or scrap substitutes, reducing demand for our scrap metals.

A significant increase in the use of scrap metals alternatives by consumers of
processed scrap metals could reduce demand for our products.

During periods of high demand for scrap metals, tightness can develop in the supply and demand for ferrous scrap.
The relative scarcity of ferrous scrap, particularly prime or industrial grades, and its high price
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during such periods have created opportunities for producers of alternatives to scrap metals, such as pig iron and direct
reduced iron pellets and others. Although these alternatives have not been a major factor in the industry to date, we
cannot assure you that the use of alternatives to scrap metals may not proliferate in the future if the prices for scrap
metals rise, if the supplies of available unprepared ferrous scrap tighten or if costs to import scrap decline
precipitously.

Prices of commodities are volatile and markets are competitive. 36
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The profitability of our scrap recycling operations depends, in part, on the
availability of an adequate source of supply.

As part of our scrap metals operations, we procure scrap inventory from numerous sources. These suppliers generally
are not bound by long-term contracts and have no obligation to sell scrap metals to us. In periods of low industry
prices, suppliers may elect to hold scrap to wait for higher prices or intentionally slow their scrap collection activities.
If a substantial number of scrap suppliers cease selling scrap metals to us, our scrap metals operations could be
materially and adversely affected. In addition, a slowdown of industrial production in the United States would reduce
the supply of industrial grades of scrap metal to the scrap metals recycling industry, resulting in our metals operations
having less scrap to process and market.

Our scrap metals operations present significant risk of injury or death.

Because of the heavy industrial activities conducted at our facilities, there exists a risk of serious injury or death to our
employees or other visitors notwithstanding the safety precautions we take. Our scrap metals operations are subject to
regulation by federal, state and local agencies responsible for employee health and safety, including the Occupational
Safety and Health Administration. While we have in place policies to minimize such risks, we may nevertheless be
unable to avoid material liabilities for any death or injury that may occur in the future and these types of incidents may
have a material adverse effect on our scrap metals operations.

Our scrap metals operations are subject to stringent regulations, particularly
under applicable environmental laws.

We are subject to comprehensive local, state and federal statutory and regulatory environmental requirements relating
to, among others:

the acceptance, storage, handling and disposal of solid, hazardous and Toxic Substances Control Act waste;
the discharge of materials into the air;
the management and treatment of wastewater and storm water;
the remediation of soil and groundwater contamination;
the restoration of natural resource damages; and
the protection of our employees health and safety.

We believe that we are currently in material compliance with applicable statutes and regulations governing the
protection of human health and the environment, including employee health and safety. We can give you no
assurance, however, that we will continue to be in material compliance or avoid material fines, penalties and expenses
associated with compliance issues in the future.

Such laws and regulations also require manifests to be completed and delivered in connection with any shipment of
prescribed materials so that the movement and disposal of such materials can be traced and the persons responsible for
any mishandling of such materials identified. Regulatory requirements may also be imposed as conditions of operating

permits or licenses both initially and upon renewal or modification. As part of our scrap metals business, we must
properly remove, handle, recycle or dispose of waste materials or incur liability. Transportation, transfer, storage and
disposal of waste are difficult and accidents may occur. These laws and regulations are stringent and are likely to
become more stringent. Existing and new laws and regulations may require our scrap metals operations to modify,
supplement, replace or curtail its operating methods or to modify or replace facilities or equipment at costs that may
be substantial without any corresponding increase in revenues.
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Hazardous substances are present in some of the processing, transfer and storage facilities owned or leased by our
scrap metal business and landfill facilities used by our scrap metals business. Remediation may be required at these
sites at substantial cost. We cannot assure you that the ultimate cost and expense of corrective action will not
substantially exceed any reserves and have a material adverse impact on our scrap metals operations. In addition,
governments have from time to time required companies to remediate sites where materials were properly disposed
because those governments have instituted higher standards.

We are required to obtain, and must comply with, various permits and licenses to conduct our scrap metals operations.
Failure to obtain or violations of any permit or license, if not remedied, could result in our incurring substantial fines,
suspension of our scrap metals operations or closure of a site. Further, our scrap metals operations are conducted
primarily outdoors and as such, depending on the nature of the ground cover, involve the risk of releases of wastes and
other regulated materials to the soil and, possibly, to groundwater. From time to time, as part of our continuous
improvement programs, we incur costs to improve environmental control systems.

Our scrap metals operations may be subject to public opposition and adverse
publicity that could delay or limit our scrap metals development and
expansion.

A high level of public concern exists over industrial by-products recovery operations, including the location and
operation of transfer, processing, storage and disposal facilities and the collection, processing or handling of industrial
by-products and waste materials, particularly hazardous materials. Zoning, permit and licensing applications and
proceedings and regulatory enforcement proceedings are all matters open to public scrutiny and comment. As a result,
from time to time, our scrap metals operations may be subject to citizen oppos