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	To:
	Jim Fallon
	
	

	Cc:
	Ray Bowen, Jeff McMahon, Louise Kitchen
	
	

	From:
	Rodney Malcolm
	
	

	Re:
	Enron Industrial Markets Business Resizing
	Date:
	November 21, 2001



EIM Resize Summary:
Deleting several business lines and types of origination effort due to lack of capital and/or lack of near term earnings opportunity relative to the resources against them. 

Specifically:
1) Cut physical & financial lumber trading business – not profitable enough versus the level of resources and lack of appetite in industry for long term short positions. 
2) Cut physical pulp trading business – not enough access to physical product and without substantial capital, we can’t get it.
3) Cut fundamental analysis – a lot of the initial industry research is done and we can live without the ongoing support
4) Asia – scale back to just our recovered paper business
5) Europe – scale back to primarily financial trading business in steel and forest products
6) Cut structured origination in forest products and steel due to lack of capital availability
7) Steel – scale back to primarily financial trading business.
8) Scale back logistics and mid and back office associated with physical business cuts

EIM Going Forward:
Newsprint    -	maintain physical and financial trading business, look to sell existing mills with offtakes for physical business
Recovered  -	maintain physical and financial trading business
Pulp             -	maintain financial trading business, if capital becomes more readily available, look to go physical again
Packaging   -	maintain financial trading business
Steel            -	maintain financial trading business

Also, go externally on parallel paths to look for capital for the business as a whole or its separate parts – physical trading, financial trading or physical assets.

Enron Industrial Markets Business Resizing	

Headcount Reduction Summary:

(Not including EIM office of the chair that has already gone to corporate)
	
	Headcount
	Salary Costs

	Currently
	276
	$19.3 mm

	Terminate immediately  (55%)
	153  
	$ 9.8 mm

	Transition (1-3 months)
	6
	$ 0.6 mm

	Total Remaining
	117 
	$ 8.9 mm


North America severence		$4.58 million
Europe estimated severence		$0.50 million
Total Severance Cost			$5.30 million

Mid/back office related headcount reduction (not included in above totals but should be in networks totals):
Current	84
Terminate	40
Remaining	44
Total  mid/back office headcount reduction severance costs:$1.3 million

Budget Items:

	 
	2002 Plan
	2002 Plan Adjusted 
	% Reduction

	Total Controllable
	           91,321 
	             30,374 
	67%

	Total Non - Controllable
	           40,443 
	             35,631 
	12%

	Total Expenses
	         131,763 
	             66,005 
	50%



Assumptions:
· Same rate of expenses (travel etc) post restructuring 
· Non – controllable Corp charges and Corp Finance and EA charges unchanged – should be reductions given people reductions
· Networks mid office reduced for people reductions
· Networks not reduced for lowered IT project spending cutbacks
· Assumes all people have finished transition period 
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