Addendum Notes

Background and Recent Key Initiatives

Background 

· Oxford has had tremendous growth

· 60,000 to 150,000 sites in 6 months as of March ’01 (4.2 years average length of contract)

· Power fully deregulated in 1999, ₤75MM mark-to-market power (£74.5MM) and gas (£.5MM) books

· Gas business stable and less significant.

Recent Key Initiatives in past six months

· Customer Service

· Rob Hill, joined 12/00 as Director, Head of Customer Services, Oxford, experienced industry hire, call center background

· Set up call center in past few months, front-office, back-office for research, working on metrics

· Staffing 

Oxford average age 20-21, turnover stabilized, staffing recruitment in Oxford difficult 

Front-office and back-office (research) customer services areas designated

Training programs set up (e.g. collections on A/C)

· 6,000-7,000 calls per week at call centers

· London Customer Service, temporary unit, set up for back-office support to expedite clearing of outstanding queries.

· Setting up Customer Service call center at ETOL (Teeside)

Staffing will be a broader aged profile and more experienced/stable

· IT

· Substantial upgrades to hardware: servers; phones; backup servers (full end of day and intra-day, 5 minute delay); and desktops/monitors

· Staffing increases for application development and day to day support

Other

· NETA Regulatory Impact

· Balancing requirements will have to be met or penalties are assessed

· Forecasting penalties (Cap Gemini; hired to improve forecasting tool, in progress).  

· Renewable energy: 10% requirement in 2004

· Outsourcing covered minimally – currently one EES commodity deal in books (other deals in Nordic wholesale books)

· ETOL included in EEL wholesale business (not covered in this operational risk review)

Addendum Notes – continued

Operational Risks Identified

Credit (Oxford)

· No formalized policy/procedures; need to reevaluate credit criteria

· Generally understood profiles 5-9 are credit checked; profiles for 3-4 are checked in 3 targeted industry groups (pubs, hotels, and restaurants)

· Testing results:
15 items were selected
 3 accounts no credit check evidenced from targeted groups by Enron Direct
 Only 1 of 10 showed response received from credit agency, Experian

· Criterion for credit rejection is a court judgment against the customer noted from Experian.  ED may want to tighten this criterion.

· Accounts Receivable Aging

· Outstanding balance significant @ 10/3/01

· ₤7.8MM >= 90 days (~25% of total)

· ₤15.7MM >=15 days (~55% of total)

· APQ, Accounts Payment Query (invoice raised, but no follow up for collection) represent approximately $5MM outstanding A/R @ 13/3/01

· Disputed meter reads

· No forwarding address

· Change of name/addresses

· Power pool has long reconciliation cycles - 14 months, where actualization of volumes may occur.

· Collector companies utilized for collection, they receive 5% - 20% of the invoice for services performed

· Customer Queries Back-log

· 8,651 outstanding @ 5/3/01 (~55% APQ status, affecting payment)

· Need IT reports, analysis for targeted dollar resolutions to clear A/R issues or identify better customer credit approval standards

· Incentives for direct debit are given.  Percentages given as 50% direct debit.  30% lock box and 20% cash/checks. 

· No interest rate on late payments collected. Standard contract reviewed stated 4% above the base lending rate of Midland Bank due on overdue balances.  Payment due 10 days after invoice date.  

Information Technology


· Many new persons hired in response to growth – development and retention of experienced application developers critical

· IT Strategy

·  Application scalability/support

Addendum Notes – continued

Operational Risks Identified (continued)

· Copy of Enron Direct application taken for Enron Directo;
Two separate development teams maintained
Strategy with additional ED offices (e.g.Netherlands expansion)

· Centralized vs. decentralized future approach (Pan Energy system is base of current application). Base application with some customized modules for Language, specific regulatory environments.

· IT server room:  verify smaller restricted access; room temperature too high (~22.8 degrees Celsius)

Sales/Risk Management/Finance


· PMAs, prior month adjustments, to P&L significant

· For 8 months, April 2000 – November 2000 (~ 33% of realized P/L)

· Need to review reasons: actualization of volumes; costs overestimated, reserves over estimated

· DPR Risk Management process lengthy (twice @ month)

· 18 hours for Oxford file computation, volume of data

· 18 hours for London Risk Management to process

· Finance, cash control area

· Passwords shared between temps and permanent employees

Madrid

· Operational efficiencies will increase as immature market develops

· Meter installation timeframe shrinkage will continue

· Access to meter actuals from incumbents and systematic information uploads of data to Enron’s databases

· Applying for own Energy Supplier Registration

SUMMARY OF TESTING RESULTS

The results below relate to a sample of 15 customers that were connected in November 2000.

Per contract reviewed: Payments are due 10 days after the invoice date (per the terms and conditions of the standard contract) and subject to interest on late payments. (4% over Midland Bank rate). November power billed November 30th and due December 10th.   Other contract terms may not be payable for up to 30 days.

1. % of customers that had the following contract term per sample:

Direct Debit




47%

Cash/credit card/check etc.

40%

No contract available


13%

2.    % of customers that should have had credit checks that did per company criterion
77%

3. % of customers that had credit checks performed and a filed response was received for the credit check
























10%

4. Average length of time taken from contract signed to commencement of supply
     76 days

5. % of customers invoiced









76%

No invoice on system









24%

6. % of customers invoiced that paid (7 / DD, 5 / lock box and/or cash/check)

80%

% of customers invoiced that had still not paid by 13 March 2001


20%

7. Average length of days taken to pay invoice





     68 days

(Includes invoices still uncollected as of March 01, 2001)

Review of Process from Agent to power for Enron Direct

10 originating with agent

1. Review customer agreement from agent. Note:

i. Date

ii. Price

iii. Terms of deal

iv. Reference number

v. Name of customer

vi. MTS code

vii. Profile class

viii. LLF class

ix. Distributor ID

x. MPID

xi. Check digit

2. Obtain pricing matrix and check price on agent form to this matrix

3. Review contract. Note:

i. Date

ii. Signature

iii. Terms of contract

iv. Price

v. Name of customer

vi. Method of payment

vii. Check penalty terms

4. Review credit check report. Note that results are inputted onto customer database

5. Check authorisation of customer as per result of credit check

6. Review customer database. Note:

i. Date

ii. Reference number

iii. Terms of contract

iv. Price

v. Name of customer

vi. MTS code

vii. Profile class

Review of Process from Agent to power for Enron Direct -  continued

viii. LLF class

ix. Distributor ID

x. MPID

xi. Check digit

7. Tie back to contract and agency form

8. Review copy of customer invoice. Note:

i. Meter reading

ii. Date

iii. Reference number

iv. Price

v. Name of customer

9. Tie back to contract, customer database and agency form

10. Review customer file for complaints. If complaint on file, check to see if entered on customer database

11. Note date of commencement of power supply

12. Note settlement

i. Note whether paid on a timely basis

ii. Check amount received to invoice

13. Check accounts receivable to ledger
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Sample number 1 3 3 4 5 1 7] 3 9 10] i 12] 13] 14] 13]
Contract nurmber 5037 79310 25163 64534] siala] 34714 73893 30062] 34955 61691]  7oszs|  soiel| 7688 9398 17667
Customer service agreement [ Documentation
Date of signanure sent mnadverten{ _06/21/2000]_08/31/1995| _05/02/2000|No contract_| 06/28/2000] 06/23/2000] _06/22/2001| _07/04/2000| 04/17/2000] 06/24/2000] 10/02/2000[N/a 06/23/2000] 10/10/2000)
Signature of customer ransferred to_[Ves ves ves ves ves ves ves ves ves ves ves ves
Signature of supplier original supplier| Ves ves ves A ves ves ves A ves ves ves ves
5% off  |23% off 25% off  |20% off 22% off  |23% off

(Morweb)2/1/0 |20% off Northern  [Northern Eastern  [Norweb  [24% off Scotfish  |Eastern |20% off Direct

Price 1 Norweb tarriff |Electric _|Tariff Energy |[Power  |YEB 19% of YEB |Power  |Tariff |PowerGen Quote
HL &ir
Tool Hurnber Heads of |Asheroft

stroud Hornby Bros [Mr Devlin [ R Addisson Mt John  |Services Inspection | Ayr supermark [ The Elton View
Name of custormer Engineering _|(Glossop) | (Srip) and Sons Barton _|Ltd Mrs Mir __|Service Caravans et Bensons Hotel
Method of payment cashicheque _|cash/cheque |cashicheque_|DD cash/credit | DD DD Cash/cheque_|DD cash/chequ{DD DD
Terms of contract ves ves ves ves ves ves ves ves ves ves ves
Reference murnber 153864 30640 133651 159648] 1538137 156761 93460 128859] 156250 154764 569193
TS code siL 301 307 811 301 811 532) 7 136 32 i 5
Profile class 4 3 4 3 3 4 4 5 3 4 9 4
LLF class 91 203 204 43 131 244 214 400 52) 52) 401 171
Distributor 1D 16| 15| 15| 10] 16| 23 23 13| 10] i 13 16|
MPID 10003291[  91058136] __91023129) 12913142] 10030059 43535167 71047105 35296 12397383 5502 35421]_ 10028607
Check digit 710 447 391 310) 207 510) 121 290) 157 93| 950) 207
Penalty terms [Termination fedNo ves* vest  |Yest ves* ves* Vest  |Yes'  |ves' ves*
Credit application and authorisation form
Credlit check performed? Ves Ves Ves Mo ves ves ves Mo ves ves Mo ves ves

Customer database

Date _start of LX supply 110672000 __11/23/2000] _09/01/1595] 06062000 _11/15/2000] 11/15/2000] 11/23/2000] _11/0/2000] _11/08/2000] 11/08/2000| 11/07/2000] 11/06/2000] 11032000 _11/02/2000| 11/02/200)
Calculated price
Price - day 5.5 7448 6.225 601 5114 5 5169 5525|2925 6927 563 6137 444|569
Price - night 1837 21 1852 3303 191 201 1837
FHumber Heads of |Ashcroft

Hornby Bros R Addisson |Essanjay  |MrA  |HL Air Inspection | Ayt Supermark The George & |Elton View
Mame of customer (Glossop) __|snip & Sons Motorhomes |Barton _|Services |Mrs Mir__|Services Caravans_|et Bensons _|The Barn_|Dragon Hotel | Hotel
Method of payment cashicheque _|cashicheque |Cashicheque |DD Cashicheq{DD DD Cashicheque_|DD Cashicheq{DD Cashicheq{DD DD
Reference number 81961 110588 80640) 63867 115903 159648] 153817 156761 93460 128859 156250] 154764 151558 4692069193
MTS code 511 801 807 576 811 801 811 532 7 136 a2 801 i 5
Profile class 4 3 4 4 2 3 4 4 5 3 4 1 1 4
LLF class 91 203 204 140) 43 131 246 301 400) 52 52 10 401 171
Distributor 1D 16 15 15 20) 10 16 23] 23] [H 10 i 2] 13 16
MPID 10003251] _51058136] 91023125 21990] 12913142 _10030053] 43535167 71047105 35296] 12397383 502 __22934] 35421 10028607
Check digit 710) 447 391 70 310 207 510 121 250 137 93] 337 950 207
Meter reading a1ls 25157 31479 63547 43839 109403 107172 36| 651404 47326]  2793d6| 137883 167042 15881

EZ) 24570 43233 94299 12236] 31943

[The delay in the Application to transfer to East Midland Ele{Father & son business No agreement on file as of yet
Invoices 6 Invoices sent out but post office returning mail therefore, no payments received.
Invoiced amount 3515 2243 2[No invoice | 28269 77,59 1393 7m2s| 51564 3zl 489 57.89)
Date of invoice 11/21/2000] _01/26/2001[W/a 02/09/2001]_02/12/2001]__02/21/2001] 10/17/2000] 12/14/2000] 12/04/2000] 12/18/2000] _12/11/2000] 02/02/2000)
Paid? [With credit c 2243 2Nl 282,63 77.58]/a T025| 51564 32831 489 184.89|0/a

Date paid 1272172000 02/28/2001 02/28/2001| 02/28/2001 10/31/2000] 01/11/2001| 12/15/2000| 02/23/2001|  12/29/2000







