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AUDITS, AD VALOREM & TRANSACTION TAXES  (ED COATS)

Corporate AMT repeal passed the House as part of the overall Economic Stimulus package.  Working with the Senate to assure the repeal of AMT is included in the Senate package.

Attended Louisiana Tech University recruiting this week.

FEDERAL INCOME TAX AND STATE INCOME & FRANCHISE TAX AUDITS (BETH ATKINSON, VICTOR RUNGE)

IRS Audit of 1998 –2000

· Continued responding to IDRs.  Current IDRs related to capitalized bonus costs in 1998-2000, cost sharing allocations, overhead, and recognition of Subpart F from disguised sales in 2000.

· Continued preparing taxpayer proposed adjustments for the 1998 through 2000 audit years. Numerous adjustments related to the Ponderosa partnership have been identified.

Other IRS Audits

· Continued working on Enron’s response to the revised Field Service Advice (FSA) related to the $235 million contingent liability loss deducted on Enron’s 1996 federal return.  

· Continued addressing additional questions posed by the IRS related to the Puerto Rico $43 million transfer pricing proposed adjustment included in the 1997 Revenue Agent’s Report.  
The settlement offer regarding outstanding Louisiana Income and Franchise Tax cases was submitted to opposing counsel October 5, 2001.  A counteroffer has been received from the State and is under evaluation.  The State has requested a response by October 30, 2001.

Amnesty requests were submitted to the Louisiana Department of Revenue on behalf of ENAC for penalties assessed with respect to misapplied income/franchise tax payments for the 1998 and 1999 tax years.  In addition, a payment under protest was made for franchise tax assessed for the 1995 – 1997 franchise tax years.

The field work phase of the Mississippi audit of FGT’s 1998-2000 tax returns was begun and completed on October 11, 2001.  The preliminary audit report, reflecting a small refund, has been received and is under evaluation.

New York field work for ENA and EPMI will resume on Monday, October 29, 2001.  While some inquiries concerning income taxes are expected, it is anticipated that the ongoing audit focus will be transaction tax related; thus, all matters concerning the audit are being coordinated with Sandra Hrna.  Work preparatory to filling anticipated information requests related to the income tax side of the audit is underway.

Several notices have been received from Texas requesting the completion of questionnaires in anticipation of scheduling franchise audits for several entities, including Enron Power Corp., LOA, Inc., Houston Pipe Line Company and Enron Management Corp.  

Field work for the Michigan SBT audit of Limbach Company for 1996 – 1999 is scheduled to begin Monday, November 5, 2001.  

AD VALOREM TAX  (WARREN SCHICK)

Attended an EGS meeting to discuss a possible acquisition of pipeline property from Questar in California.  The project involves approximately 210 miles of currently idle 16” pipeline and five or six pump stations.  The property is an old crude line that Questar purchased from Arco in 1997.

Jim Curry continues to work on the potential refund for EOTT Energy OLP in Kern County California.  We are now at a stage in the process where the assessor has asked to review various general ledger accounts.

At a meeting in Oklahoma City, Robert Tilotta discussed the omitted property tax issue with personnel of the DOR and demonstrated the progress we are making in resolving the various issues.  With the assistance of the EGS mapping group mileage discrepancies and pipe location within Oklahoma was presented and accepted by the staff.

Received Iowa's tentative valuation of $240 million for Northern Natural Gas.  An informal conference has been scheduled for October 30 to discuss the valuation.

Preparing for a mediation hearing next week involving the City of Morgan’s Point valuation issue for the 2000 assessment year.

AUDIT & COMPLIANCE TAX  (SANDRA HRNA)

Approved release for the Houston Pipe Line audit fieldwork assessment.  Finalized the Houston Pipe Line Texas direct pay audit for the period 1993-1997.  Original assessment was $1,600,000.  Final assessment is expected to be $78,000 plus penalty and interest. Audit fieldwork is continuing on the 1998-June 2001 cycle.

Organized final documents for Louisiana Amnesty program to submit to the State by the October 30th deadline.

Identified a potential wind exemption in California for Enron Wind Project.

Assisted in the analysis of the San Jose Utility User Tax liability where a customer was omitted from the automated CSC billing system. Provided guidance for tracking accrual activities within EES' intercompany transactions.

Reduced Enron Energy Services Operations (Ops.) Pennsylvania sales and use tax assessment by providing proof that Ops. did not have any Pennsylvania fixed assets.  Approximately $120,000 reduction in assessment.

SYSTEMS & RESEARCH  (JERRY MOORE)

Assumed, at Corporate Secretary’s request, leadership role in collecting updated staff contacts throughout Tax Departments in order to direct tax bulletins and tax notices from Registered Agent to correct person without undue delays.  Additionally, this data will assist Corporate Secretary in her duties.  
Departmental management met with the Tax Solutions management to explore ways to automate our workflow via TKS.  Additional exchanges of information and ideas will continue until we have a working solution.

Conducted class for lead accountants in each business unit relating to the new Tax Correction Tool, so they would be aware of the actions needed by them on the documents we park for posting.

STRUCTURED TRANSACTIONS  (DAVE MAXEY)

	· Held additional meetings with advisors and internal team to discuss key tax matters and business matters on the project.  Continued working on model and presentation materials with input from many parties. Began preparing RAC diligence materials.  Researched financial accounting issues with the assistance of Global Accounting personnel.  Researched tax issues. (Project Ajax)

· Held a strategy discussion with Wessex director and treasurer regarding approach to regulatory matters.  Reviewed instruction letter to Queens Counsel on property issues.  Worked on adjustments to high-level financial overview, including reconciling disparate cash flow and P&L treatment of transaction.  (Project Hitchcock)

· On Enron Finance Partners researched partnership tax law applicable to partnership liquidations in connection with preparing pro forma models of certain scenarios for Arthur Andersen.  Researched corporate liquidation issues and remedial allocation issues as well.  Prepared memos and financial models to support conclusions.

· Held several teleconferences with counsel related to several ancillary changes required in the Choctaw documents.  Reviewed memo and ruling request on foreign tax issues.  Continued discussion on commercial aspects with counterparty.


Oneida Aircraft: Continued working with outside counsel in redrafting proposed amendment to United lease.  Commenced discussions with potential purchaser of 747.  Continued exploring temporary alternative uses for one of the aircraft.

Provided guidance to various groups within Enron Corp. related to implications of several proposed financing structures on Project Teresa.

Provided guidance on Azurix-related Argentine tax matters, including potential termination of monthly asset tax deposits and hybrid equity instrument modifications.

Met with EGF tax personnel to help determine the tax impact of any US utilization of UK credit capacity draws.

R&A group:

Continued expanding the Enron Finance Partners, LLC (“EFP”) capital account model to illustrate two liquidation scenarios in preparation for further discussions with Arthur Andersen.

Drafted 3rd quarter financial statements for Zephyrus Investments, LLC.

Reviewed preliminary calculation of ECT Investing Partners, LP Special Payment with planners.  Modifying calculation based on discussion.

Began working various administrative issues related to Oneida Leasing, Inc.

Began calculation of 3rd quarter distribution from Enron Leasing Partners, LP.  

Began circulating documents to support intercompany interest calculations for various Enron Leasing Partners, LP entities.

Reviewing final Texas Franchise tax returns for various Structured Transaction entities.  Will begin circulating returns for signature next week.

Continued refining Project Ajax model with Structured Transactions planning team.

Worked with Corporate Treasury group to coordinate cash transfers to Enron Corp. from Cherokee Finance VOF and ECT Investing Partners, L.P. 

Notified that the Maliseet Properties, Inc. DASH has been approved.  Began contacting internal and external personnel for securities purchase.

Coordinating completion of 1999 and 2000 financial statement audit of Cheyenne Finance SARL with Arthur Andersen Luxembourg.

Continued working with accounting and tax personnel on issues relating to the unwind of the Project Raptor transaction. 

Prepared analyses and worked with members of the Tax MARC group on issues relating to tax return to accrual differences on several Structured Transaction and Global Finance entities.

Compiled information on the monthly accounting activity for all Project Tammy entities in preparation for a meeting with new accounting personnel.

TAX REPORTING & ANALYSIS (RICE)

MANAGEMENT, ANALYSIS, REPORTING & CONTROL (MARC)- (LEE)

Domestic

Continued reviewing Cumulative Build files and the Cumulative Build meetings with analysts and BAR representatives

Continued identifying the issues associated with the formation of ServiceCo and the pushdown of numerous service subsidiaries to ServiceCo.  Began reviewing information necessary to prepare federal and state tax returns for the short period associated with the merger of the service companies.

Revising the 4th quarter estimated payment models for the unitary states to reflect factors and adjustments as reported on the 2000 unitary returns.  Began reviewing state assignments under the new MARC structure for the separate reporting states’ 4th quarter payments.

Continue to review the unitary returns due November 15th.

Began work on the preparation of all our Form 851's for 2001.

Researching opportunities to reduce NY tax liability for Enron Corp.

Other Analysis:

Met with all management members to address Return to Accrual variances for the 2000 Enron federal income tax return and provided explanations for each significant variance.

Met with Project Raptor’s MARC, BAR and Planners and reviewed the Book and tax reporting of the Raptor unwind.  We continue to work with the accountants to identify all the book components.  We are also in the process of determining the overall deferred taxes on Enron’s books for the TNPC warrants.

Met with Project Velocity’s Planner, MARC and BAR representatives to transition tax matters into the PRM/Partnership group. 

Worked with Jason Sharp in the Audit group on audit issues related to the Sundance/Ponderosa structure.  Interest income and expense was not properly reported on these partnership returns as filed.  Audit adjustments have been proposed.

Accumulating Previously Taxed Income information for Cullen Duke.

Compiling state composite rates in order to determine the 2000 separate reporting state effective rate.

Analyzing EREC’s Return to Accrual for all 3 return periods in 2000.

Provided additional financial information to AEP relating to the sale of Houston Pipeline.

Attended meetings and assisted BAR and Tax Planners in regard to Copel sale of shares.

Continued to streamline the W-9, SS-4, and 8832 (entity classification) processing.  Angie Ramirez and Annette Estrella are working closely together and with the Corporate Secretary's office to gather the appropriate information.

Working with Jim Sandt on a presentation for the EWC accounting offsite in California.

Other:

Began inter-group training for monthly close and accrual process, attempting to provide a concentrated focus on effective tax rate analysis.  Class taught by Lanette Earnest.

Began supplying information to Apke & Associations for preparation of annual reports.

Liza Monroe attended the TEI monthly luncheon.

Several members of the group attended Ethics class.

Several members participated in recruiting and interviews both on campus and with our Fantastic Friday initiative.

Europe:

UK & Other Compliance:

Prepared French & Swiss VAT returns.

Continuing work on preparing and reviewing various UK Income Tax returns.

Continuing review of 2000 Dutch compliance prepared by PwC.

Submission of Italian computations.

BUSINESS ANALYSIS & REPORTING (BURGESS)

Americas/Global Markets/Industrial Markets/Net Works (Eggebrecht)

Prepared a draft analysis to determine the adequacy of deferred tax on JILP LP, Inc., the ultimate recipient of the bulk of JEDI I, LP activity.  JEDI’s only significant remaining asset is Mariner Energy, but the analysis covers its historical transactions.

Accumulating data to estimate book and tax basis in various Enron domestic assets (Project New Day).

Reviewing Compagnie de Papiers Stadacona Ltee.’s (CPS) deferred foreign tax liability (Canadian).  The CPS stock was acquired in early 2001, and purchase accounting entries are currently in process.

Met with Audit to review draft IDRs pertaining to Trading Software cost sharing arrangement.
Participated in follow-up meeting on Velocity 1 and 2 to discuss book and tax reporting information required for deal memo completion.  

Europe/Principal Investments/Azurix (Burgess)
Reviewing potential for Enron to join a ‘class action’ claim with respect to UK advance corporation tax (ACT) withheld on dividends paid by Enron Europe Limited (EEL).  Compensation may be limited to reimbursement of any financing cost.

Met with P&S to determine if audit adjustments should be proposed related to Sarlux and Trakya FAS 125 transactions (1998 and 1999).

Provided estimated accumulated e&p deficit of EEL and tax basis in its stock to P&S to be considered in potential monetization of receivables.

Attended an Azurix tax and accounting transition meeting.  Tax supports accounting through its review of tax footnotes in 10Qs and 10Ks, and quarterly provisions.

Global Assets & Services/EE&CC/EGEP (Ware)

Attended cumulative build meetings regarding GasPart, Promigas, and Enron/Smith Cogeneration projects. 

Preparing a tax basis analysis for the Vengas project.

Responding to various questions related to payments made to subcontractors in order to finalize the financial audit of Offshore Power Operations CV (India) for the period ending March 31, 2001. 
Discussions held with EEOS’s Contracts Department related to the consortium subcontract with General Electric for work within, and outside, Spain. 

Global Finance/Broadband Services (Locklear)

Continued to assist GF P&S in researching book and tax treatment of transactions related to certain projects completed in 1999 and 2000.

Continued work on the 2002 Operating Plan for GF, and the 3rd Current Estimate for EBS.

Prepared summary schedules for proposed audit adjustments regarding tax depreciation (1998 and 1999) and partnership income (2000) for EBS.  Met with Jason Sharp (Audit) to discuss.

Attended various meetings regarding cumulative build, Raptor, 2000 return-to-accrual adjs., etc.

Corporate/Corporate International (Wilcott)
Met with Steve Schwarzbach (Corporate Accounting) to discuss methodology behind the capital charges.  Analyzing the computation to determine if the capital charges have any implications for tax.

Finalized audit adjustments for 1999 and 2000 related to tax amortization (about $2m) of the Enron Field naming rights.

Continued to gather and analyze information related to the Corporate 2002 Operating Plan.
Transportation Services/Energy Services/EREC (Guthrie)

Working with P&S on a potential restructuring of Northern Natural Gas Company and Transwestern Pipeline Company.

Awaiting approval to engage Margolis, Phipps & Wright to complete the EREC stock basis analysis, etc.

Worked on Tax Department slideshow presentation that will be given at Enron Wind Corp.’s annual tax and accounting offsite from November 12 to 14.

PGE (MURRAY) 

Deferred Tax Reconciliation

Hyperion and Masterpiece detail reconciliation being perfomed.

Deferred Tax Analysis

Reviewing PGH and other subsidiaries purchase tax reserves and deferred taxes for 4th quarter true up.

Tax Depreciation System

Continued discussions with Accounting and consultants on new fixed asset system.

Enron Merger Obligation

Continued to discuss tax treatment of Enron merger obligations with Enron Tax Department.

COLI Tax Basis

Provided MCG PGE’s Tax Department calculation of tax basis in policies.  Meeting on 10/30 to reconcile differences.  Research on deductibility of intercompany losses indicates if IRS imposes deferral of losses, disaffiliation will result in granting losses.

Return to Accrual

Spreading adjustments in TIS back to individual event codes.  Preparing OPT entries in anticipation of automatic RTA adjustment.

Outsourced Enron Entities

SAP/TIS loading problems being addressed.

Marked to Market

Met with Trading Floor accountants to discuss new reporting requirements.

Multnomah County Tax Passed on to Customers

Wholesale sales activity in 2000 and 2001 has significantly increased tax, without a corresponding increase from customer.  Evaluating options – increase billing to customer, or absorb increase.

Property Tax

Completed property transaction analysis for November payments.  Began receiving Oregon property tax bills and processing.  Calculating 10 years of property tax on Sullivan plant for relicensing.

Administrative

Computer connectivity with Enron again lost and restored.  Firewall and rerouting created problems.

Team continuing to work on new department filing systems – computer and hard files.  Hard file system finalized.  Reviewing and discarding unneeded old files.  Physically6 moving files under the new system.  Had department discussions about potential computer file structure.

TAX SOLUTIONS TEAM (KOBES)

TKS :

Decreased the size of TKS Production database by 25% (approximately two gigabytes) by compacting large file attachments within the database.  This exercise did not result in the removal of any content.

Trained various tax personnel on new and improved scanning procedures.  Formal documentation to be developed in the coming months.

Continued loading historical TKS documentation into the TKS Books area.

Changed the TKS Books categories to reflect newly reorganized tax department structure.

Hosted the TKS Steering Committee Meeting.

TIS: 

The TIS team continued support for September Topside close. 

AdHoc database – Upgraded the copy queries database from 97 to 2000.  In addition, several reports were upgraded in the process.

Began researching and tracking reasons for NIBT variances between SAP and TIS.

Continued efforts to formulate an optimal strategy for using the current set of TIS reporting tools.

Clarified a payments and refunds issue and the use of appropriate doc types.  TIS is set up to recognize payments and refunds by doc types that begin with a "K" or "D" only.  

Began programming efforts to add state descriptions to the Tax Subledger Detail Report.

Met with members of the MARC team to discuss the ServiceCo entities and return process.

Ordered additional disk space for the TIS development server (nahou-sqltiso2d).

Training:

Lanette Earnest and Stacy Gibson hosted the Monthly Close Process Overview training sessions.  The discussions included an overview of the activities that occur during the 14 workdays of the Close process as well as the tax department's role in that process.

Continued development of the following training courses:

· General Ledger Close - Documentation is under final review.  This class will cover all of the activities that occur on the 8th workday for general ledger close.  Classes are scheduled for October 31, Nov 1, and Nov 6.

· Topside close - Documentation is under development.  This class will cover all of the activities that occur on the 10th and 12th workdays for topside close.

Financial Systems Support:

Worked closely with EES and IPT to prepare and test for their Vertex ‘go live’ on 11/1.  The automation will enable IPT to begin billing sales tax on all maintenance fee contracts and accruing use tax on all internal Enron contracts.  We will be traveling to CT in early November to ensure a smooth transition and assist in training the sales and accounting personnel.

Enhanced the specifications for reports and modifications to reports needed by Transaction Tax Compliance/Audit.  Met with SAP technical and functional developers to explain and discuss the requirements.  

Assisted Transaction Tax folks in retrieving information from SAP for an audit currently in progress.  

Worked closely with EES and CSC tax support staff to identify and resolve problems occurring in the tax calculation on the customers’ bill.  Met with CSC to discuss the outstanding projects and system changes required for new market entry (TX, IL).

Assisted Transaction Tax Compliance in deciphering discrepancies in our reports based on the source data received.  

Technical Support for EES Transaction Tax Database left Enron.  Met with Mike Fink of EES to ensure support staff is allocated to Tax for the future.  

Other: 

Worked with CCH Prosystems support personnel detail and execute the rollforward and new release installation procedures.  

Hosted a 5471 meeting to discuss testing procedures and next steps for the 2001 return season compliance.

Reconfigured CORPCalendar after a server malfunction.  Restored all configurations and profiles, resulting in NO loss of data.

Reviewed and provided feedback on the Company Data Sheet prototype being developed by Angie Ramirez.

Continued development and content generation on the Tax Solutions Team website.

Began discussions to develop an e-TaxTicket system to capture and track all system related issues and requested enhancements.

Provided various functions and systems support for RJH and his direct reports.

Continued coordination of J:/TAX directory migration from the old EES domain to Corporate.  Expected final execution and completion with new O:/Corporate/Tax directory structure on November 17.

Continued efforts on the integration of additional tax application on the Tax Cluster and the related migration to a Windows 2000 platform.

Met with Lexis-Nexis representatives to discuss current usage and costs incurred by Corporate Tax. Identified accounts for tax personnel no longer in the department and requested that their accounts be disabled and cancelled.

Began formulating a work plan for 2001 and 2002 deliverables related to the continued Burr Wolff implementation.

Janet Spann (saltech Solutions) and Ray Elliott (Enron IT) successfully configured and connected to the new SALT*IQ database.  Jeff Smith (saltech Solutions) continued his efforts to setup customers, vendors, and products in the system.

Received additional information from BNA to supplement the assessment of their Corporate Tax Audit Analyzer product.

Alan Marsh and Holly Mertins attended, with representation from Accounting, the kickoff meeting for the Improve Communication Task Force sponsored by Greek Rice and Rick Causey.

TEI selected Alan Marsh to design the Houston chapter home page.

 (Morris Clark)

 (Jerry Seade)

