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STEP 1:  The entering into of a trade between ECTRIC (acting through its agent, EEFT) with a CounterpartyEEFT negotiates and enters into
 trade on behalf of ECTRIC
U.S.A.
Enron Capital & Trade Resources International Corp. ("ECTRIC") as principal
UK & Europe

Counterparty
As principal
ECTRIC has previously appointed EEFT to act as agent to negotiate and to enter into all OTC derivative trades on behalf of ECTRIC and to disclose ECTRIC as principal
Hence, direct contractual relationship re the trade












Enron Europe Finance & Trading Limited ("EEFT") as agent for ECTRIC
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STEP 2:  Post-trade referred to in STEP 1: backing out the trade with Counterparty from ECTRIC to RMT


U.S.A.
UK & Europe


EEFT negotiates and enters into trade on behalf of 
ECTRIC to back out to RMT the trade entered into in STEP 1
Enron Capital & Trade Resources International Corp. ("ECTRIC") as principal
Enron Europe Finance & Trading Limited ("EEFT")
as agent for ECTRIC
ECTRIC has previously appointed EEFT to act as agent to negotiate and to enter into all OTC derivative trades on behalf of ECTRIC and to disclose ECTRIC as principal
Risk Management & Trading, Inc. ("RMT") as Principal
Direct Contractual Relationship
re: the "backed-out" trade
Counterparty as principal
The STEP 1 trade


Trade flow and personnel involved in OTC Pulp & Paper Derivatives contracted by Counterparties through Enron Europe Finance & Trading Limited with Enron Capital & Trade Resources International, Inc.

1. Personnel:

· London personnel:

Confirmations:	Debbie Nichols 	+171-970-7170
	("London Confirmations")	Miles Lidsey	+171-970-7687

	Credit:	Lee Munden 	+171-316-6755
	("London Credit")

	Tax:	Jannine Juggins	+171-316-5326
	("London Tax")	Matt Landy	+171-970-7184

	Legal:	Mark Elliott	+171-316-6552
	(“London Legal”)	Edmund Cooper	+171-316-5382

	Trading Personnel:		Martin Holmes	+171-316-5357
	("London Trading")		Tom Bruce-Jones	+171-316-6735
			Fraser Allen	+171-316-5300

· Houston personnel:

Confirmations:	Dale Neuner	+713 853 9746
	("Houston Confirmations")	Jarrod Cyprow	+713 853 5700

	Credit:	Tanya Rohauer	+713 853 3263
	("Houston Credit")	Rod Nelson	+507 728 8281

	Tax:	Steve Douglas	+713 853 0938
	("Houston Tax")		

	Legal:		Sara Shackleton	+713 853 5620
	(“Houston Legal”)		Carol St. Clair	+713 853 3989

	Trading Personnel:		Bob Crane	+713 853 0638
	("Houston Trading")	Steve Kim	+713 853 3124
			Jeff Harbert	+713 853 6979


2. Structure of OTC Derivative Paper/Pulp trades through London (see structure charts, STEPs 1 and 2)

STEP 1 – Enron Europe Finance & Trading Limited (incorporated in England and based in London) ("EEFT") is an agent for Enron Capital & Trade Resources International Corp. (a Company incorporated in Delaware)("ECTRIC").  Accordingly, EEFT (as agent for ECTRIC) enters into a trade with a Counterparty.  At this stage, therefore, there is a trade between ECTRIC and the Counterparty, each as principal.

STEP 2 – Upon STEP 1 occurring, EEFT, as agent for ECTRIC, will then enter into a trade, which is the perfect hedge of the trade entered into in STEP 1, with Risk Management & Trading Inc., an Enron entity based in Houston ("RMT").  ECTRIC's position will then be "flat" whilst RMT at this juncture will have the economic exposure to the position in STEP 1.

3. Actions by London personnel pre-trade with Counterparty

a)	London Trading Personnel are to check, pre-trade, with London Legal that relevant legal due diligence in respect of the country of incorporation (and in respect of the countries of any relevant branches) of the Counterparty has been undertaken and reveals no material legal barriers to trading. 

b)	London Trading are to check Counterparty's credit status pre-trade with London Credit.

c)	London Trading are to attempt to put ISDA Master in place with Counterparty pre-trade in liaison with London Legal (otherwise, London Trading, in liaison with London Legal, are to ensure that Counterparty agrees that trades will be undertaken on a “deemed ISDA” basis before ISDA Master is in place).

d)	London Trading are to check with Houston Trading in respect of a proposed trade with a Counterparty that, before such trade is agreed with the Counterparty, the underlying commodity, term, price, volume and all other relevant commercial terms are able to be taken ultimately onto ECT's book.  This may be achieved by London Trading sending to Houston Trading a proposed draft of a ticket, term sheet or other form of communication and awaiting approval from Houston Trading.

e)	Once steps a) to d), inclusive, have been taken, London Trading (on behalf of EEFT as agent for ECTRIC) may enter into such trade with the Counterparty.  Once the trade has been entered into, London Trading must immediately agree with Houston Trading the perfect hedging transaction of such trade between RMT and ECTRIC (EEFT acting as agent for ECTRIC):  See Step 2 diagram.

4. Actions by London/Houston personnel post-trade with a Counterparty.

Following completion of the actions in Section 3 above then:

a) London Trading are to property complete and issue two EEFT (acting as agent for ECTRIC) deal tickets to London Confirmations: i) one for the STEP 1 trade, identifying Counterparty and trade terms and (ii) one for the STEP 2 trade.

b) London Confirmations are to check whether EEFT (as agent for ECTRIC) has an ISDA Master Agreement in place Counterparty (refer to list of ISDA Master Agreements maintained by Legal Department).

c) If there is an ISDA Master Agreement in place with the Counterparty, London Confirmations are to draft the usual ISDA confirmation  based on the information in the deal ticket referred to in Section 4 a) i) (i.e., for the EEFT (as agent for ECTRIC) – Counterparty trade).  If there is not an ISDA Master Agreement in place with the Counterparty, London Confirmations are to draft a "Deemed ISDA Confirmation" based on the information in the deal ticket referred to in Section 4 a) i).

d) Once the ISDA Confirmation for the Counterparty has been drafted (i.e., the Confirmation relating to the deal ticket referred to in Section 4 a) i)), London Confirmations are to copy such draft Confirmation to Houston Confirmations for Houston Confirmations to ensure that the terms of such Confirmation meet the terms of a transaction which ultimately RMT is willing to enter into per STEP 2 diagram.  

e) Houston Confirmations are to forward approval/comments to the draft Confirmation referred to in Section 4 d) above, directly to London Confirmations.

f) Upon receipt of approval/comments from Houston Confirmations per Section 4 e) above, London Confirmations personnel will produce final Confirmation for the Counterparty for approval by London Legal before signature on behalf of EEFT (acting as agent for ECTRIC) by duly authorized personnel in London and issuing it to the Counterparty for their signature and return.

g) At the same time as Houston Confirmations sends to London Confirmations the approval/comments to the Counterparty Confirmation referred to in Section 4(e) above, Houston Confirmations will draft and send to London Confirmations the ISDA Confirmation relating to the hedging transaction between EEFT (as agent for ECTRIC) and RMT (see STEP 2 diagram).  This Confirmation will be passed by London Confirmations to London Legal for approval before signature on behalf of EEFT (as agent for ECTRIC) and return to Houston Confirmations.


