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It is possible that the publication of the WSJ article on M-to-M accounting will coincide with your speech to the Governors tomorrow.  While we don’t know precisely what the article will say, I believe the points below should work if you get questions.

· Enron invests considerable resources to ensure that (1) we have adequate controls in place, (2) we disclose accurately and fully to investors and (3) we account accurately for our transactions.

· We have the most experience in the industry with mark-to-market accounting and with the necessary controls on trading activity.

· Position reports are generated every day.

· Trading limits are approved, monitored and enforced.

· Our measures are accurate and leave little, if any, room for discretion.

· The vast majority of our transactions are priced against market price curves (i.e. curves representing actual transactions not projections).  Real market price curves do not leave room for discretion in how transactions are accounted for.  

· The average term of our entire transaction book (as reported in our 1999 annual report) was two years, well within the time frame where gas and power markets - - our two biggest commodities - - are liquid.  [Note:  EnronOnline itself goes out two years for many products - - i.e. our prices are posted and updated in real-time on the internet.] *
· We audit our books; we check our curves against broker and other market participant prices.
· Our disclosure is thorough
· We disclose Value at Risk (VAR) to our investors.  VAR is a far more accurate representation of actual risk than projected impacts of curve shifts.
·  (from above VAR note)
· We disclose credit risk separately, though not required to do so.
· The article may address an Emerging Issues Task Force recommendation on accounting for “tolling agreements”.  The issue has a complex history and, because the example used in the recommendation was unrealistic, it led to some confusion.  The bottom line for Enron is:  we don’t have many such tolling arrangements and we understand precisely how to account for them. 

Once you see the article, feel free to call me, Rick Causey, or Wes Colwell to respond to points the article makes which we have not anticipated here.

* Note that the value weighted average term of our book is about 5 years, still well within the time frame where there is significant liquidity 
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