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The purpose of this memo is to document the strategies of office visitations.  Offices have been categorized into the following five categories. 

· High risk

· Trading Large

· Trading Medium

· Origination

· Other

· No testing needed

The definitions are as follows and the offices are listed on the attached Appendix:

High risk – An office fitting into this category is one that does not have the standard Enron policies and procedures in place.  This may be because they have been recently purchased and are in the process of adopting the standard policies, or offices that have not met standard policies and procedures during past reviews.  The visit of these offices will be on an as needed basis, but at least quarterly during the duration of the designation of an office as “high risk”.  

Trading Large – an office falling into this category is one such as Houston or London, where multiple commodities and divisions exist.  These offices will be visited on an as needed basis, at least yearly.

Trading Medium – an office falling into this category is one such as Portland (West Power), where it services one primary product.  Additionally, several middle or back office functions are performed by another office.  Because of the close contact these offices have with the central office (Houston or London) there is a level of comfort that there are adequate controls and processes in place.  These offices will be visited on an as needed basis, at least yearly.

Origination – an office falling into this category is one such as Portland EBS where there are people working on structuring contracts, who work with trading teams in other offices but who cannot commit Enron to positions.  These offices are especially important to visit, to ensure our understanding of what takes place in these offices does meet the definition of origination.  These offices will be visited on an as needed basis, at least yearly.

Other – An office fitting into the other category are locations that do not have a critical mass and do not trade.  However, they do have some sort of a commercial function and we believe these offices should be visited to ensure we understand the scope of their activities.

No testing needed – these cities in which there are plants, factories or only a representative exists.

Deal tests will be performed as a part of the Doorstep Review for every office visit.  The office locations indicated with an asterik on the Appendix hereto are deemed by Arthur Andersen to be critical offices for their review in the course of conducting their internal audit function on behalf of Enron and in issuing their controls opinion.  Doorstep Reviews in these locations will be coordinated with Arthur Andersen in order to utilize AA personnel to conduct the deal tests in these locations as a part of their internal audit work simultaneously with our Doorstep Reviews.  If and when this is not possible due to timing and/or priority conflicts between the Doorstep team and AA, we may recommend that an AA staff member (at an appropriate level approved by us and agreed to by AA) accompany the RAC/Operations team for the purpose of performing  the deal test in a specific location.   

Appendix

High Risk





As of December  14, 2000

Panama City *
St. Louis Metals

Chicago Metals
Hamburg

Montreal Metals


Trading Large

Houston *
Calgary *

London * 
New York Metals *

Sydney *


Trading Medium

Portland (West Power) *
Sao Paulo

Buenos Aries *
Singapore * 

Oslo *
Frankfurt

Tokyo
SK Enron JV Subsidiary (Seoul)

Chicago (EA and Enovate)


Origination

Portland (EBS)
India

Toronto
Monterrey

Mexico City
New York 

Denver
San Francisco

Helsinki


Other

Stockholm
Bucharest

Rio de Janeiro
Santiago

Lima
Moscow

Bogota
Cologne

Rome
Bibao (Spain)

Madrid
Barcelona

Sofia
Beijing

Shanghai
Johannesburg

Hong Kong
Jakarta

Taipei
Ho Chi Minh City

Manila


No Testing Needed

Lugano
Take Wind

Zurich
Cremona

Sardinia
Warsaw

Croatia
Greece

Teeside
Wilton

Chester
Oxford

Torpey
Milan

Brussels
Nowa Saryna

Trakya
Amsterdam

Budapest
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