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INTEROFFICE

ENGINEERING & CONSTRUCTION COMPANY
MEMORANDUM
To:
Max Yzaguirre
cc:
Dave Delainey

Larry Izzo

From:
Dick Westfahl
Department:
EE&CC



Subject:
Vitro Project
Date:
August 18, 2000

Max:

I do not concur with the deal that our respective people have proposed on the VITRO Project.  First, we spent a great deal of time giving you a firm price of $ 150 M for the EPC effort.  When we decided to go out for bid, we helped you find the low cost contractor (Mitsui).

I am concerned about this and strongly believe that it will be a very difficult job to manage Mitsui and anticipate many change orders.

Base on your anticipated sell – down price, I do not believe EECC is getting equitable value on the deal.  Because of this I am proposing the following:

· EECC will manage the effort to minimize the cost of the duties and will assume the owners engineer role, actively managing the EPC contractor.

· This management effort will be on a cost reimbursable basis.  The estimated cost will be $ 4- 5 MM.  This is the real cost of managing a Japanese contractor on an Enron job in Mexico.

· The fixed fee for EECC services and for sharing in the up side of your project is $5 M.  EECC ought to have a fair portion of the value created for Enron.

If you have any questions, please call me.
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