MEMORANDUM

TO:

All Employees

FROM:
Office of the Chairman

DATE:

June 7, 2001

SUBJECT:
Business-wide Cost Saving Opportunities

As you know, one of our core missions at Enron is to constantly find innovative ways to grow the company and add value for our stockholders, many of whom are our employees.  Enron’s performance in 2000 was a success by any measure, as we continued to outdistance the competition and solidify our leadership in each of our major businesses.  Our talented people, global presence, financial strength and massive market knowledge have created our sustainable and unique businesses.  We plan to continue to leverage our competitive advantages throughout 2001 as we create significant value for our shareholders.

One way to create value is through prudent cost management. The Policy Committee has identified significant cost savings in several areas.  Therefore, the following procedures have been implemented:

· Professional Services— This is the largest discretionary area with over $600M spent in the year 2000.  We feel that there are opportunities to significantly reduce expenditures through better pricing and closer monitoring of engagements; therefore, effective July 1, 2001, all professional service contracts will be negotiated through Global Strategic Sourcing.  In addition, consultants must be pre-approved by the business unit senior executive or delegate and GSS for consultant engagements over $5,000.  Please see http://gss.enron.com/ for more information.

· On-line expense reporting tool XMS—In order to expedite expense reimbursement and to better analyze and report all related expenses, we have implemented an on-line expense-reporting tool.  When submitting expenses incurred on behalf of Enron business, employees must use our online expense report, XMS.  To access XMS go to http://xms.enron.com/.  
· Enterprise wide portal—There are many internal portals across the company.  Some of which are duplicative.  An enterprise wide effort led by Tony Mends will provide a single launch pad into your Enron world that will bring together content and services through a single, personalized channel making it easier for you to navigate within the web environment.  The first release of this enterprise wide portal is expected at the end of this year.

In addition, the Policy Committee endorses the following guidelines that determine best practices in travel and entertainment.  These best practices are governed by use of clicktrip.com and our preferred travel agency.  Regular reporting of deviations from travel guidelines will be distributed to each business unit leader for review.  Therefore, we encourage employees to refer to their business unit’s stated travel policy and to, at a minimum, follow these guidelines detailed below to assist us in our cost saving efforts:

· Travel—Employees who travel on behalf of Enron are requested to use our preferred travel agency, or clicktrip.enron.com for booking airline tickets.  Http://travel.enron.com offers valuable information about our discounts and preferred agency.  Employees flying domestically should fly coach and book advance purchase fares where available.  Non-refundable tickets typically average only 35% of the cost of a refundable ticket and can typically be modified by simply paying a $100 change fee.  For this reason we strongly encourage all employees to purchase non-refundable domestic coach tickets when possible.
· Lodging---Please refer to the list of preferred hotels when making hotel reservations.  This list can be found by visiting http://travel.enron.com.

· Car rental services—Employees renting a car for company travel must use the car rental services with whom we have contracted.  These agreements are intended to protect the employee and Enron through the insurance coverage associated with Enron’s contract ID.  Please visit http://travel.enron.com.

· All off-site meetings/events—All off-site meetings/events with more than 10 people should be coordinated through Global Travel Management.  Global Travel Management can be reached at X56252.

Saving dollars across the company and finding ways to reduce costs not only contributes to our bottom line, but more importantly, it benefits our stockholders, again, many of who are employees.  If you have an idea or suggestion you would like to share with us, please email it to recommendationsforcostsavings@enron.com

