








June 20, 2001

Ms. Cindy Olsen
Mr. David Oxley
Enron Wholesale Services
1400 Smith Street
Houston, Texas 77002 

Dear Cindy and David,

Accenture LLP (“Accenture”) is pleased to provide the following arrangement to provide assistance to Enron Wholesale Services (“EWS” or “Enron”) on the project described below.  

This letter (“Arrangement Letter”) is an Appendix to the Consulting Services Agreement between Accenture (formerly Andersen Consulting LLP) and Enron Corp. dated December 19, 1997 (the “Consulting Services Agreement”), and sets forth the terms of this engagement, within the overall framework of our Consulting Services Agreement.  In the event of any conflict between the terms of this Arrangement Letter and the Consulting Services Agreement, this Arrangement Letter will prevail.

PROJECT OBJECTIVES & SCOPE

Enron and Accenture objectives include:
To build an asset which can:
1. Replace/Supplement current instructor led Risk Management and Derivatives course with a training solution that is reusable, available for reference at the point of need, and drives human performance.
2. Shorten “Skills-to-Market” learning curve of employees dealing with Risk Management or Trading
3. Provide the basis for commercialization and revenue generation

Project Scope (The Project):
The current scope includes:
· 8-12 hour Basics of Risk Management, “BRM” Performance Simulation 
· 4-6 hours of simulation
· 4-6 hours in reference layer
· One course will be built for both it is expected tointernal and external use.
Content Description:
Tools
· Futures, forwards, Exchange For Physicals (EFPs)
· Swaps, options

Reference Layer Contents
· Long and short				
· Derivative basics
· Commodity fundamentals
· Hedging basics
· Stages of Commoditization
· Forward curves
· Marking to market
· Position reporting
· Delivery and other risks
· Risk Analysis model
· Risk Mitigation steps
· Value at Risk
· Profit and loss
· Market overviews

Scenarios for Simulation
· Will use deals with low to moderate risk complexity (e.g. US Gas, Oil, gold) (2-3 deals)

Assumptions
· In order to complete the scope of work described above, EWS will make the identified and agreed upon personnel available in a timely fashion to gain their insight on the work products and artifacts, the training to support the content, and the performance support context.  
· Accenture owns and is currently seeking additional patents to the technology related to the deliverables created under this agreement, as such, upon final payment, Enron shall have perpetual, nontransferable, paid-up right and license for purposes of its internal business to use, copy, modify and prepare derivative works of the deliverable items developed in the course of Accenture’s services pursuant to this Arrangement Letter, whether jointly or individually. 
· Royalties on sales of the 1st BRM title will be as follows:
Indeliq		10%
Accenture 	15% 
Enron  		75% 
· Accenture will retain an unrestricted right to offer BRM (The Project) to other clients at $1,250 per seat license. 
· The Project will be a self-contained, off the shelf title, and as such will be non-customized. It is Enron’s intent to offer private label version of the product  for third parties subject to client requirement, market demand and Enron goals.  If Enron chooses to enter in private label market, Enron and Accenture will negotiate in good faith an appropriate non-exclusive agreement to  allow customization  of the Project. 
· The project scope may be modified, subject to mutual agreement, based on the impact to the overall effort, timeline, and cost. 


ENRON AND ACCENTURE ROLE DESCRIPTIONS:

Enron Trading and Risk Management Subject Matter Experts (4-6 SMEs) 
Design (Approximately 2440-32 60 hours each over the first 8 weeks)
· Devote required time and attend scheduled meetings including four hour review session
· Provide expertise on risk management/trading content
· Help identify and resolve issues with the team related to simulation design
· Represent/gather perspective of other experts within your area
· Develop and review simulation design and content
· Represent Enron and sign-off detailed goals, objectives, and constraints to ensure requirements are met and project goals are realized

Build/Test/Deliver* (Approximately 32 64 hours each over the 16 weeks following design)
In addition to those responsibilities stated above, SMEs will be responsible for…
· Testing the simulation

Enron HR Leadership and Stakeholders  (2-4 people)
Design (Approximately 16 32 hours over the next 8 weeks)  
· Ensure integration with Enron Corporate objectives
· Approve project design scope
· Approve project objectives and approach
· Provide guidance to project leadership team
· Help drive project agenda across organization
· Allocate time and resources as needed
· Assist project in selection of SMEs
· Participate in biweekly meetings

Build/Test/Deliver* (Approximately 32 hours over the 16 weeks following design)
In addition to those responsibilities stated above, Stakeholders will be responsible for…
· Announcing/promoting the program within Enron

If Enron fails to supply the requisite resources available throughout the effort, the costs, and/or timeline may change.

*Accenture’s Performance Simulation Development Process, including Build/Test/Deliver, will follow the steps outlined in Appendix 1.

Enron Project Involvement
Specific areas of Enron’s involvement will include, but are not limited to:
· Assistance with collection of “as-is” information (policies and risk management frameworks, current courses and assessments, current technology environment and standards, current skill and performance expectations of target audiences, etc.)
· Project set-up (facilities and equipment)
· Logistics set-up, facilitation and participation in executive leadership sessions, best practices workshops and interviews
· Review and approval of interim and final deliverables
· Providing workspace, LAN connections out to the internet, PC software and hardware and general office materials and support for the joint Enron/Accenture project team as the parties mutually agree.

Accenture will orchestrate and bring the following knowledge and experience to the program: 
· Program/Solution Architects
· Performance Simulation design, development and build experience
· Proprietary technology and architectures
· Proprietary development methodology Project Management


PROJECT COST

Accenture will agree to assist Enron in the development of the course under a fee for service arrangement for a total cost of $235 an hour for an estimated 890 days ($1,670,000) plus actual out-of-pocket expenses.  The out-of-pocket expenses will be consistent with our Consulting Services Agreement and include simulation media production costs.  All of the out of pocket expenses will be confirmed w/Enron prior to committing to such expenses, including travel and lodging arrangements.  The estimated days and final cost will be reviewed and approved at the completion of design.  Accenture will bill Enron according to the schedule below which will be modified, if necessary, based on the approved cost at the completion of design.  
· Accenture development effort:  890 days
· Estimated development timeframe: 5 months

Payment (Approximation)	Due Date		Comment
$300,000	06/25/01		Mobilization Fee
$300,000	07/25/01		July			
$300,000	08/25/01		August
$300,000	09/25/01		September 
$300,000	10/25/01		October 
$170,000	Course Completion 	November


WARRANTIES

Compliance with Scope:  Accenture warrants that for ninety  (90) days following delivery (the Compliance Warranty Period) the Project will comply with this statement of work.  Accenture will use commercially reasonable efforts, at its expense, to correct any failure to comply with the above warranty reported within the Warranty Period. If Accenture chooses not fix the reproducible errors, Accenture may choose to (i) continue to find a resolution at its own expense, (ii) invoke the termination provision specified in section 12 of the Consulting Services Agreement, or (iii) refund the development fee paid by Enron to Accenture. 

Technical Performance and Software:  Accenture warrants that  for period of twelve (12) months following delivery (the Software Warranty Period) the  software, its extensions, code and intended functionality will perform substantially in accordance with this statement of work, inside internal and external user environment.  If Enron reports, in writing, a reproducible failure or non-compliance within the Warranty Period, Accenture will use commercially reasonable efforts, at its expense, to correct such failure. If Accenture chooses not fix the reproducible errors, Accenture may choose to (i) continue to find a resolution at its own expense, (ii) invoke the termination provision specified in section 12 of the Consulting Services Agreement, or (iii) refund the development fee paid by Enron to Accenture.

ACCENTURE HEREBY DISCLAIMS ALL OTHER WARRANTIES, EXPRESS OR IMPLIED, INCLUDING THE IMPLIED WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE.  ACCENTURE SPECIFICALLY DOES NOT WARRANT ANY PARTICULAR RESULTS FROM THE USE, SALE OR DEPLOYMENT OF THE PROJECT.

ACCENTURE PURCHASE OF LICENSES

Upon completion of the final product delivery of the 1st BRM title, Accenture will begin its use of the BRM module as part of its internal training on Derivatives and Basic Risk Management.  The cost of the first 400 seat licenses will be $2,250 and each seat license beyond the first 400 will cost $1,000, billed at the end of every quarter for the period of 3 years.  For purposes of this agreement, Accenture will commit to purchasing 400 seat licenses over three years in the following quantities:
                                           Accenture Fiscal Year	Licenses
2002    140
2003    140
2004    120

PROJECT CONFIDENTIALITY

During the course of this project both Accenture and Enron personnel will have access to each other’s sensitive confidential information, proprietary tools and methodologies. Both parties agree not to disclose this information to third parties unless prior consent is given by the owner of such confidential information, in accordance with the Consulting Services Agreement.


TERMINATION

This Arrangement Letter may be terminated by Enron without cause, at any time, with ten (10) days notice.  If termination for convenience occurs, EWS will compensate Accenture for fees incurred to date, including demobilization costs as applicable under terms defined in Section 12.1 of the Consulting Services Agreement. If Accenture wishes to terminate this Arrangement Letter, it will follow the terms outlined in section 12 of the Consulting Services Agreement.  For purpose of reference the section 12 of the Consulting Service Agreement is outlined below.

 (insert section 12)






We look forward to working with you on this important effort.  If this Arrangement Letter is consistent with your understanding and acceptable to Enron Corporation, please so indicate by counter-signing below. If you have any questions please contact me, Jacque H. Passino, at (713) 837-5205.

Very truly yours,
[bookmark: closure][bookmark: closure]
Accenture LLP

By:			Date:		
	Mr. Kenny W. Baldwin
	Partner
	Accenture LLP

Accepted By:			Date:		
	Ms. Cindy Olsen
	Executive Vice President of HR and Community Relations
	Enron Corp.


Appendix 1: Accenture’s Simulation Development Process

I. 	Needs Analysis & Design:

· Identify target audience role and tasks in meeting those objectives
· Together with SME’s prioritize target audience critical tasks
· Together with SME’s identify gaps within critical tasks
· Industry best practices and performance requirements
· Develop learning and performance objectives
· Inventory existing materials
· Together with SME’s for each content domain identify:
1. Case
2. Process
3. Inputs
4. Outputs
5. Common mistakes
6. Topics
· Complete content domain design
· Finalize technical Architecture
· Build interface and layout design
· Agree on finalized scope, work effort, and remaining project plan

II.	Content Development		
Simulation:
· Confirm case and storylines
· Confirm objectives

Develop:
· Case Materials
· Model
· Common Mistakes
· Inputs
· Feedback outline

Topics:
· Define scope & focus of each topic
· Develop topics
· Develop Outlines
· Develop Content
· Develop Practices
· Develop Glossary

Media:
· Tape war stories
· Graphics
· Treatments for scripted Video/Audio
· Checkpoint/signoff

III.	Build	
· Develop
· Feedback
· Video/Audi
· Test scripts
· Objectives Pre and post tests
· Integrate content
· Conduct high fidelity test
· Develop release strategy and user materials
· Checkpoint/signoff

IV.	Test	
· Content system test
· Conduct pilot test
· Finalize release plans, marketing materials
· Checkpoint/signoff

V.	Deliver
· Deliver the completed product to Enron
· Checkpoint/signoff
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