Statement of the PartiesFollowing the Meetings on California’s Electricity Situation Page 1 of 2

XL &

|'

= TREASURY NEwWS

FROM THE OFFICE OF PUBLIC AFFAIRS

FOR IMMEDIATE RELEASE
Wednesday, January 10, 2004
LS-1118

Statement of the Parties
Following the Meetings on California's Electricity Situation

The Govemnor of California and the bipartisan leadership of the State legislature met with major
generators (including qualifying facilities), marketers, utilities, regulators, and Federal officials, to
discuss the electricity situation in California.

Recognizing the importance of the issue, as laid out in the Governor's State of the State speech last
evening, the participants agreed on the need for cooperation 1o maintain stability and avoid
bankruptey of California ulilities, and assure the long-term regulanty of market conditions.

Crucial elements of a solution include:

= The development of approaches to promote long-term purchases of electricity, possible by the
State, from penerators at an attractive fixed rale,

= The willingness of generators, qualifying facilities, and marketers to provide on a short-term
basis forbearance of amounts owed by Pacific Gas and Electric and Southem California Edison
in the context of the framework of & comprehensive long-term solution,

= The need to find satisfactory approaches with respect to the obligation accumulation of the
utilities for the purchase of power, consistent with contractual obligations, and which are in the
public interest.

¢ Cooperation 1o better match supply and demand in the short and long term.

» Review of the existing qualifving facilities payment structures.

The parties acknowledge that the prablem must be addressed while taking into account the regional
nature of the market.

To advance the process further, working groups will be convened Wednesday to address addition
technical details. The principals will reconvene this weekend.
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California Electricity Meeting
Department of the Treasury

Tuesday, January 9, 2001, 5:00 PM

Lawrence Summers
Secrctary of the Treasury

Bill Richardson
Secretary of Energy

Gene Sperling
Director, National Economic Council

Martin Baily
Chairman, Council of Economic Advisors

James Hoecker
Chairman, Federal Energy Regulatory Commission

Gray Davis
Governor of California

Loretta Lynch
President, California Public Utilities Commission

Robert Herizherg
Speaker, Califorma State Assembly

John Burton
President Pro Tem, Califormia State Senate

James Brulte
Minority Leader, California State Senate

William Camphbell
Minonty Leader, California State Assembly

Termy M. Winter
President and Chief Executive Officer
California Independent System Cperator

John E. Bryson
Chairman, President and CEO of Edison Intermnational

Robert D, Glynn, Ir.
Chairman, CEO and President, PG&E Corporation
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Stephen L. Baum
Chairman, President and CEQ, Sempra Encrgy

Peter Cartwright
President, CEQ, and Chairman, Calpine

Harvey J. Padewer
Group President Energy Services, Duke Energy Corporation

Steve Bergsirom
Pregident, Dynegy, Inc.

Joe Bob Perkins
President and COO, Reliant Energy Wholesale Group

Marce Fuller

President and CEOQ, Southern Encrgy, Inc.

Jan Smutny-Jones
Exccutive Director, Independent Fnergy Producers Association

Alan Richardson
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Chairman, ENRON
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Chairman, President and CEQ, The Williams Companies
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Chief of Staff 1o Governor Davis
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Invitees to California Electriciiy Mecting
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14). Harvey J. Padewer
Group President, Energy Services of Duke Energy Corporation

15). James M. Donnell
President and CEO of Duke Energy North America

1G). Steve Eﬂgﬁlmm -:ﬂ'..': i Lot erv ik BECe o \}
President, Dynegy, Inc. i)

1 7). Joe Bob Perkins
President and COO, Reliant Energy Wholesale Group
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President and CEQ, Southern Energy, Inc.
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Executive Director, Independent Energy Producers Association
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California Electricity Meeting
Department of the Treasury
Tuesday, January 9, 2001, 5:00 FM
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DEFARTMENTOF THETREASURY

WASHINGTOMN, DLC. “IEF'HE

December 15, 20040

ASEIETANT BECRETARY

MEMORANDLIM FOR THE SECRETARY
1
From David Wileex DWW

Subjeet: Conversation with Steven Kean (Executive Vice President, ENRON Regarding
the Califormia Electricity Market

You have been asked 1o speak by phone with Mr. Kean, who is concerned about recent turmoil
in the Califonia electricity market. Mr. Kean may raise the following issucs:

[(B)(5)]
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THE NEW YORK TIMES, THURSDAY, DECEMBER 14, 1008

Enmn Rewards President With Promotion to Chief Executive

Enress fevenus will mare than
doubie this year, 0
Billba, because of Mr. Lay's
and Mr. Skilling's efforis bs explon
cerppulation of natural gas and pow.
er mariets, AnKlYLs And ifvesoors
aail Enrod Res focused on Srrang:

Mr, Skillesg joined Enrom I:I1 30
mfier eading Mckinsey & Compas
ny's energy and chemical consulting
prachices. He Became Hanos's poeis-
m and chisl operaisg offcar in

Emnron’s sock has doobled his
yEar as b1s energy-trading strategies

have coniizesd 1o pay off. Earmings
have risen by more than 30 percenl
in each of ihe last four quarters.

*Thi ket e for the sacosssion
o cceur 8 when the en compamy iz
doing well' mid Mr. Lay, who pre-
dicted revenue could top 350 billlion
Ihuylur companed with F40 Billios
in 1S “Enron if dolng i remily
wiell now."”

Raecord patarsl gas prices and En-
fon's move 1o switch Irs electricity,
gag, oll and commdities trading
business it the Inlefeet have helpsd
iSCrenss SArnings a&nd revemet

In Mowember [0, the company
u{ﬂtﬁEﬂmDﬂlh‘E.hlrﬁd‘M’lm
where buyers and sellers of com-
madities can conduci Business wigh

e cormpany, The wite handbed $380
Do ini (ransscrhies i o PLrst year
and now $34 bilticn n
trades each day. On the sile, Enros
seils everything from paper pulp
mummmm
Lo patworki,

Mr. Seilling "“had betn driving the
evalotion of this company from as-
sen-based pipeline company 10 ame
thing no Other company i he werld
i, suid David Fleiscler, & mankg-
ing direcior of Goldman, Sochs &

. which has put Enrco o iis
Ristood fofy 33 Sncks. “I's & company
that is now growing on lis Emellecunl
capital and frroviding pmﬁ.l-rl:l and
services o energy oom
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E WALL STREET JOURNAL THURSDAY, DECEMBER (4, 2000

ECONOMY

State’s Electricity Deregulati

California Generators Seek
Credit Guarantees to Sell
Power as US. Steps In

By REngoca SsarmH
Azaff Reperder of Teie Wakl, STRmrT Jodmsiai
Californds’s Tous-year-ald experiment
in edectricity derepulation lurched fom eri-
545 0 chios a5 & group of penerators de-
manded extraordinary eredit guarantees
in order io conlinue selling power and the
stabe’s Mo 2 ulility demanded an immed|-
ate retum o traditional regulstion
Thi moves — and the threat of black-
outs throughout the worlds sixth-larpes)
economy - prompled Energy Secretary
Bill Richardson to bmvoke an emerpency
federal provizion o fofce peneraioes 8o
$1a¥ in the mariet, “Our ohjective s &0
keep (e lights om,™ be a8, adding that he
wWiidld “nol allow peseraiors lo unjustiy
profit rom e unstahle simadon.”
Mre. Richardson's Imlerventon comes
s whobesale electricily prices in ibe Wess.
ern LLS, have soared do recoed levels as g
resull of beomdng demand, chironde supply
shortages and & spike fn the price of nat.
ral gas, used by mwost pEnerakneg 6o powner
| thelr plants. The high wholezale prices, in
turm, are threatening the salvency of Call-
fornia utilities that meid boy most of thedr
power from outside penerators and cur-
rently aren't sllowed to pass along higher
prices & CoRSUMETE,

Electric Shock

Parsert change since Dec. 26, 1997,
i1 weeksy closes of the Dow Jones LS.
Utitios index and Edison intemationat
and PGAE,

i

PR L
1958

Taroen Trpgies o, Dew b Incle s

-

The troubdirg staee of aflairs in Califor-
nin, ane the clear difficulty regulators and
lawmakers are fading in eoming up with n
politically palatable solstion 1o the erisie,
is likely o cast & pal o ebectricity deregu.
Lation initiatives across the U5, Currently,
24 stated have chber derepulaied el
mnarkets or are in ke process of dodng so.

The gituatice yeslerdsy came o a head

on Is in Chaos

during a W mecting attended by
Calilomnia (ov. Gray Davis, U5, Sen. Dj-
anne Feinstein, Pederal Energy Repuln-
lory Commission Chabrman Jim Hoecker
and Mr. Richardson. As they debated how
io fix California’s broken markst, ey
were polified by officlals from the grid-op-
erating California Independent System Op
erator, ef 120, they would have so begin
rodling Blackouts for the first tme snd
fsced am apparent muting by I3 penera-
lors &nd traders. Soon afler, Mr. Bichand-
soni Beseried his emerpency powers under
it Fedoral Power Act o make sure suppd-
ers dom't abandon the market,

While Mr. Richardson’s move buys
some time, it didn®l address the
ing financial problem that threstens o on-
gull not only the utilites but, evenhually,
consumers hrouphout the Wesl Califor-
nda’s three Brvestor-owmed wiilliies, which
Fapply power W omtomers af footen rates
ranging between 554 and $85 per megawatt
hour, sre paying as muech As 51280 per
megawakl hour for thelr julee

Since Jume, they have amaszsed a defi-
it of more than §7 billlon. Prior to derepe:
Etien, Califormia spent 523 billion & year
o eleciricily, Recendly, it has Been spend-
ing as much as $85) millkon a day

Orves the course of the lasi week, the
credit ratings of both Seuibhern Callfornia
Edisan and Pactllc Gas & Electric Co., the
sate's olther big wiility, kave Besn cuf.
Yesterday, S2andard & Foor's jotned in the
oy, putting the two wtilities on nega-
tive credit waich.

securing & 51 billion credit bine from a

b keep it situation from ge
furthier ol of combrod, Mr, I}nl'll‘h':ml..hllliIr m}'
Feinstein yesterday called on the FERC in
Hmpoee & low, unlform price cap on whar
ECNErsions can charge throaghoul ibe -
glon. They abso want the commission L]
OCheT FRNeCatiE b enier into long-derm
ceafrects with ihe state's whilities a rea-
sonahle price levels,

Juruﬂnw.chllrmnﬂﬁlmw
natlemal, parent of Californias second-
largest utlhity, wants o 0 furiber than
ithal. “The mew market Elructure is broken
and mast be discarded,” he 2akd,

ME. Bryson, formerly s lead)
nent ol deregulation, said lhﬂrrﬂm
would “soon be compelied o take drastic
Measures” o serve (i CUSEOIMETs, imcbud-
Ing rationing. *It is time 00 hreak degi-
ively fram this fajled pediey,” be ndded,
“We meed 1o reform, and, where necss.
5Ty, revegulasie California’s elactrieal
Eysiem.”

In an intervies, Mr, Bryson said Edi.
50 Bt in recent days Faced dilficudty In

Fletse Twre b0 Page A6, Coluren |

consrtium ke by Chase Manhattan Bank
iwlng to fears that It will pever get paid.
“There's no question we peed this money,
Mr. Bryson sadd. *It is & serfous eredit

Indeed, generators say ihey are war-
ried that the fnascial drain on the wtil)-
fies s nedging them toward default. One
of them, though, says that as a EToip

Corp., that "are unwilling 1o sell power
inip the Californla markets,” Mr. Davis
added that he boped M. Rbchandeon's
emergency actions would “slop market

ahiges® and bring temparary relief,

they have never threalemed io cul off

supplies,

"All we gaid was, you either peed o
FIve 1 A belter af credie, or ibe state nesds
o siep Eoward,™ sabd Steve Bergstrom,
president of Dymegy Inc. of Houston, =
ior of 1% of Cabifornia’s lossil-fsl prner-
ating capacity, “All the governor has 1o do
15 prove he's nof poleg o bel the utilities
Ev mndes, that's ke's guing o allow ithem
o pass along thelr costs to oonsumers. ™

That's clearly ihe mab. Mr. Davis and

Mz, Felnslein, nelther of them BAger o o
feist the emormeus cost of the troubled |

deregulation policy cm consamers, yester-
*Iil.'f-l-ﬂ'-tl-'h"d the gemerators of price goug-
ngE.
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MEMORANDUM FOR THE SECRETARY

From: David Wilcox

Subject: Conversation with Steven Kean {Exccutive Vice President, Ehiefof-Siaff;
ENROM Begarding the

Sebyeet: California Electricity Market

You have been asked 10 arescheduled-to-speak by phone with Mr. Kean, who is concerned about
recent turmoil in the California electricity market. Mr, Kean may raise the following issues:

[(B)(5)]

00300000000039



[(B)(3)]
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From: Huffrman, Lisey

Sant: Friday, January 11, 2002 5:29 PM
To: Worth, John

Subject: Enron

wit both understand that this is preliminary and we will add or sublract as the issues bacome clesrer. aas you will see, i
included a sentence to this effect. if you prefer, strike there and indude in cover.

@
Esvon e

Tracking: Riecipisnt Road
W, John Reaad: 014 172502 833 P
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Hambor, John

_ e ==
Fram: Hemrmir, Jahn
Sent: Monday, January 14, 2002 11:08 AM
To: Murphy, Edward
Subject: FW: propesed oulling for the lefrorism insurance project
F¥1,
O L r—.
From: ‘Warshawsky, Mark
Sent: Friday, Janezry 11, 2002 12:35 PM
Tor suffman, Lucy: Hambor, John
Subject: P proporsed cutiine for Bhe Eeronsm insurance project

FY1. | like the oulting, Thanks, Mark

e Cganal MeSsage- -

Fram: Warsharasioy, Mk

Sant: Fiicay, January 11, 2002 12:23 P4

Ta: Darkda, Richard

Subject: proposed gutling for the termafism insurance project
Fich,

The oulfing, which Lucy. John, and | have put logethar, is atiached,

[(B)(5)]

See you on Monday,

00300000000030



Hambor, John

S — ——
Fram; Clanda, Richard
Sannt: Friday, January 11, 2002 1:41 P
Tao: Warshewsaky, Mark
Ce: Hambor, John
Subject: RE: proposed outline for the terrorsm insurance project
bark
[(b)(5)]
s nal H*”-"F'“"

From: Warshinwsky, Mark

Senk: Friday, Jamasoy 10, 2002 12:73 PM

To: Claruia, Richand

Subject: proposed suthne for the: berronsm insurance project

Rich,

Thie oulfing, which Lucy, John, and | have pul iogether, is attached,

[(B)(5)]

See you on Maonday,

Mark << Fia: TerrorinsureOulling doc >

00300000000093



Hambor, John
e

—— e ——— —
From: Husffman, Lscy
Sent: Thursday, Februany 15, 2001 2:36 PM
Ta: Hambar, John
Subject: FW: Proposed Changes to Matting Bill - Cammants

Ffl--warking with Norman on netting provisions of the banknuptey bal,

—===Criginal Messege-—
From: Huffman, Lucy

Senl: Wednesday, February 14, 2001 5:24 PM
Ta: Carlelon, Narman
Subject: RE: Proposed Changes 1o Netling Bill - Commaents

Tharks for ferwarding. I've read the proposals and Krimminger's comments, and, as you know, unencumberned by more
than a lilfle experience in this area, would ke 1o ask you the following questions, ($ee bebween dotied lines under
Krimmingess commeanis)

----- Orginal Message-—-

Froem. Carleton, Norman

Sent; Tuesday, Fabouary 13, 2001 510 PM

T Huffman, Lucy

Subject: FW: Proposed Changes 1o Metling Bill - Commants

-----xiginal Message-—-

From: Krimminger, Michael H. [mallio:MErimmingen@FDIC . gov]
Sent: Tuesday, February 13, 2001 4:47 P

To: ‘norman carelong@de. reas, gov', "stephanis. martin @irb.gov’;
Tom McGiverngdo. freas gov', ‘MooneyJ@sec.gov’

Ce: Deloose, Michael; Ivie, Stanley R.; Tishuk, Barbara Starke
Subject: Propesed Changes to Melling Bill - Commaents

[(B)(5)]
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[(B)3]]
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[(b)S)]

Fiease review and lat me know your thoughis,
Thanks,
Mike

00300000000099



MEMORANDUM FOR THE SECRETARY

From: David Wilcox

Subject: Conversation with Steven Kean, Chief of Staff, ENRON
Subject: Californiz Electricity Market
Friday December 15, time?

You are scheduled 1o speak by phone with Mr. Kean, who is concerned about recent turmoil in
the California market. Mr, Kean may raise the following issues:

[(LX3)]
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[(B)(5)]
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[(b)S)]
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Hambor, John

From:
Sent:
Tao:

ce:
Subject:

Impartance:

#

et | gio

e —— - r—
Wilcox, David
Thursday, December 14, 2000 2:53 PM
Squileeri, Ray

Chryst, Nancy: Vandivier, David;, Rao, Geelha; Flenagan, Rosemary; Cononi, Rachel, Flynn,
Timathy; Murghy, Edward; Hamber, John
RE: Krugman on Calif power markel

High

Ray: This is a very inferesting plece. Piease address the questions in the altached o the best o f your

abdny, \nen forward e resull to Rosemary for processing 1o the Secretary toright if at all possible

Rosemary: Please use the following as a iranamitial nobe from me bo Larmy:

The attached note, prepared by Ray Squatieri, analyzes stalemants made by Paul Krugman recently about the Califomia
markat for eleciricity. it will be particularly relevant background for a call from the CEO of Enron, should thal occur.

——-Oirigpnal Messaga-——
Froem. Squilier, Ray

Sent; Thursoey, December 14, 2000 2:12 PM

Ta: Wilcox, Daved

Ce: Chryst, Nancy, Vandivier, David; Rao, Geetha; Flanagan, Rosemary;
Cononi, Rachel, Flynn, Timothy; Murphy, Edward; Hambor, John
Subject: Krugman on Calif power market
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To: David Wilcox

From: Ray Squitien
Subject: Paul Krugman's claims aboul the California power market
[(B)(5)]
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[(b)(5))
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[(B}(S]]

[(b)(5)]
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Page | of 2
Soaras, Chris

From:  Soares, Chi

Senl: Friday, January 12, 2004 1:34 PM

To: Tlurtha Altarnar; slernionlping com; jmacisscalpine com; jason_s,_seligman@ioea sop
shg@cpuc.ca.gov, Soares, Chris: Wilcox, David; Sachs, Lee; Greana, Michelle; Squiier, Ranr Stokes,
Varonica; mmuuﬂﬂnnmﬂ com; lb'.':rdnrﬁm com; joel newtanfdynegy.com
By, Hudquynugymn smaraifferon com, Linda Les, dan poffenberges Fliers god k. H'us,gml
prchlanihowm, com; richard glicki@bg.dos. gov, smaudanyiispa com; karen lomcalnEoge-comp.com;
cag2fpge.com; DaHi G@pge.com; nmwmjmmwwm
mprvin_k_ballard@reliantenengy, com, KhMcCroafsablow com; foldejrfiece com; harold ray Esce. oom;
dreadifisdgn com; wiakanagsdge.com; rahryes @sohwer dwite com; sjcapomaisamworidwide.com:
mibarmeyrfisempra.com; sonnet edmondsf@southarnenangy. com;, cresd@ateplos com,
lemoreland Mewiisw com, [ilke greeniseniiroutmansanders, com, alex goldbengifiwilllams com;
[(B)E)]

Ce: Barbour, Gaylen; Curlis Wagner

Bubject RE: Californsa Energy Group a-maail
Tracking: Radpbant Rasd

Soares, Ok Resc: D1/12/3001 7:31 PH
Wiom, David Aoad: DI715 AEN 12004 AM
Sacha, Lee Rmacd: 04 /12 00N 1:55 PM
Greore, Hichele Rzac: 00/03001 1:55 PM
Souiier], Rary Raad: DL22PO0L 10:49 AM
Shokes, Varonka Read; DL/LA2000 L4 PM

marvin_k_baliard@ineanterangy.com
EMoCreaiisblae, com
feidejriae.com
Fareid o oo
cree g aipe. o
weAkan Ak fom

/1572002
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Fage2 of 2

[(E){E)]
Bartur, Gyl Road: 01/12/2001 2:15 PM

Curtss Waspner
Latest version of Long-Term Contracts Group reporl.

0111572002
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Christopulos, Greg

;:'}..m: mr.m' Gﬂ.?m 22, 2001 3:01 PM
t: , January 22, ,
Ta: Grm.r:rm; Milis, Marshall; Sampliner, Gary;, Chrsiopulos, Greg, Clapp, Gene
Ce: Fadelet, Slave
Subject: FW: India/Dabhol Meating
o BRL - 00

P P Attached is background material far the Enron mesting on Wednessday. PLE.
note Mr. John Mardy will alsc ba attending.

-----Original Measage-----

From: Tom.3riggs@enron.com [mailtso:Teos.Briggesdenron.com]
Beant: Menday, January 22, 2001 1:54 FM

To: geetha.rao@do.treas.gowv

Subject: Imdia/Dabhol Meeting

Geetha,

My apologies Ffor the delay in sending this saterial. I have loat both my
reqular assiacant and my temp so [ am & bit overwhelmed.

John Hardy will be attending the mesting Comorrow at 1. f{h}{ﬁ}]

If you could remind ms of the
sddresa of the mescing I would appreciate it. I sanaged to lose that as
wall

John and I have a brief agenda: 1) we want o update you on Dabhel and 2)
we want to discuss way in which the USG may become invelved in encouraging
market reform necessary to extract value gut of cur geperating asset.
gpecifically, we want to focus on refgorm at the Indian federal level that
will Be necessary Ba deliver power to customess other than MSEB.

We look forward to mescing you ComOrrow.

isem attached file: Dabhol PRA - DC Talking Polints.dog)
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Daubhol Power Company
January 10, 2001

Events
[(b)(4)]
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Sent: Monday” January 22, 2001 1:54 PM
Ta: paama ngw
Subject; Indi bhol Meeting

Gaatha,

My apologies for the delay in sending this matedal. | have last both my
raqular assistant and my ternp 50 1 am a bit ovensheimed.

John Hardy will be attanding tha mesting lomorrow at 3. Hb}g&ﬂ

1rwunnuldm
addreas of the meating | would appreciate . | managed bo oss thal a9
woedl

John and | have a brief aganca: 1) we want to update you on Dachol and 2)
wir wan! io descuss way in which the USG may become invobved in encauraging
markel raform to extract value out of our gen assal,

Specifically, we want o 5 an refgorm at the indlan federal level that
will be necessary to deliver power 1o customars other than MSEB.

Wa look forward 1o meeting you lomorrow,
{See attached file: Dabhal PPA - DC Talking Points.doc) << File: Dabhol PPA - DC Talking Points.doc >>
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ﬂhrislnpuina. Eﬂg

;:_Im: Tues Jaruary 23, 2001 8:37 AM

t. - oJErud '

Ta: Grwa, Eum&nr?lﬂills. Marshall: Sampliner, Gary; Christopulos, Greg; Clapp, Gene
Ce: Radebet, Steve

Subject: RE: India/Dabhal Meeting

[(b)(5)]

Cable # 029799  Dec 08
Cable #032693  Dec 13
Cahle 8034319 Dec 15

Cable 7044361  Jan 09

B 7 T e

Froem: Grewe, Maureen

Seni: Tisestyy, Janusry 23, 200 B=55 AM

Toz Rag, Geetha; Mils, Marshall; Sampliner, Gary; Chistopulos, Greg; Capp, Gens
Ciz Eadelat, Stmes

Subject: RE: Tria/Cabhal Mewting
Flease note the following article from this moming's press Surmman
US Envoy: India’s Enron Project Key To Foreign Investment

00500000000042



BOMBAY (AP}-U.S. Ambassador to India Richard Celesta wamed Monday that
f invashment in India would falter bacause of political pressures that
th ed to derad the 53 billion Enron Corp, (EME) powaer projact.

"It regrattably feads the concern among American and other foraign investors
that india remains a lass-than-reliable destination for thelr investmant
dollars,” Celeste told an audience of business leaders, politicians and
nongovamment agencies in Bombay, Indla's financial hub.

India’s largesi-ever foreign invastment has bean in trouble since December
ufta“he govemnment of Maharashtra state, mﬂﬂmm ngl:ltlusrtad. said it
would review a power-purchase agreemant 5., energy giant Enron Corp.

Maharashira considers the powes rates being charged are exorbitant,

The agresment signed in 1395 details the rate at which Enron's Indian
subsidiary, the Dabthol Power Co., will sell slectricity to the slata.

The project’s first phase, a power 1 of 740 magawatts, already hes besn
coMmmisSmned, wnmmwﬁ:ﬂ 1,444 megawalts is scheduled for
completion by end 2001

Depreciation of the Indian rupee and high cost of naphitha used 1o gendrabe
wleciricity caused the generated by the Enron project to touch 7 rupeas a
?ﬁﬁﬁ?ﬁmm agread on whan the deal was signed six years ago

1=l ).

Enron has said it saw no curment need to renegatiate the tariff and maintained that a transition from naphtha 1o
liquefied natural gas would reduce the tariff. _

Cedaste, an appointee of former U.S. President 88 Clinton, said ha ho
both sides would find a solution in ing discussions, but caulioned
“parcaplions Amarican and oresgn imvesiors will be affected by the
challsnge o Da and how it is resolved.”

He saud despite partnerships in software and information LUS
investors were wary of India because of political pressures at the and
state level that had slowed the economic-raform

Streasing the need o sirengthen business ties with India, Celests focused on
memmmmwﬂHMMHWﬁ

Armarican investment in India and not a symbol of the impediments that

still hingder even greater foreign dirgct meestment,” y

yright {c) 2001 Dow Jones and ny, Ina,
Ft-c?gahmd IE?]NH!EQGEMH! 1r22/m -jarpu

u—---ﬂri?'lal hMessage-——
From: Rao, Geelha

Senl: Huﬂla, JH‘ILI-BII 22, 2001 3:01 PM

To: Grenwe, Maureen; 8, Marshall; Sampliner, Gary. Chrtopulos,
Greg, Clapp, Gene

Ce alet, Sheve .
Subject: FW: India/Dabhol Mesting

Attached is background matedal for the Enfan mesting on Wednasday. Pls. nole Mr. John Hardy will also be
attending.

_-.:jr?inﬂ M_u‘;a — .

From: Tom, Briggs ror,com [mailto: Tom.Briggs@enran.cam]
Sent: Monday, January 22, 2001 1:54 PM

To: : Jreas,

Subject: India/Dabhol !.haﬁ;

Gaatha,

My apologies for ihe delay in sending this material. | have lost both my
regudar assisiant and my lamp 50 | am a b overwhelmed,

John Hardy will be attending the meeting tomormow at 3. E!lleEHl
If you could remind ime dt the
mm:: o trwe masating | would appreciate . | managed o lose that as

F
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John and | have a brief agenda: 1) we want to update you on Dabhol and 2}
we want to discuss way in which the USG may become involved in encouraging
markel raform io extract value oul of our generating assal.
Specifically, we wani to 5 on rafgorm at the Indian federad level that

will be necessary (o deliver power 10 customers other than MSEBR

We ook forsrard to mesling you Mmooy,
(See attached file; Dabhol PPA - DC Talking Points doc) << File: Dabhal PPA - DC Talking Points.doc ==
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Chri:lnl:ulnu. Emﬂ o

Fram: Christopuios, Greg

Sont: Thursday, January 10, 2002 11:42 AM

To: Hargraves, Dianita

Subject: FW: Bidg Clearance Cata for Garrison and Micali
Importance: High

Dee -- please get them cleared ia.

----=0riginal Message-----

From: Micell, Heith [mailto:¥sith.Micelisenran.com)
Sent: Thursday, January 19, 2002 11:26 AM

Ta: greg.christepulosddo.trgas.gov

Subject: Bldg Clearance Data for Carrisen and Miceli

Oreg: Following is the information you requested for the meskzing with DAS Englehard on
Tuesday, January 15 at #:10 am at Main Treasury:

Keith L. Micealfl

John Garrlsan [{b}{E}]

President and CEC, Azurix Corp.

If you have any queésticons, I can be reached at (713) 345-5354.

Regards, Keith

li*li'#-!r!"lliliili-i--rill!Illlilillii-f-i-i,;-;-..g.....+--qi.-q.,

This e-mail is the property of Earen Corp. and/or its relevant affiliars and may contaim
confidential and privileged material for the gsole use of the intended recipleat (s}. Any
review, use, discribution or discleosurs by octhers is strictly prohibited. If vau are not
the intended recipient [or autherized to receive for the resipient), Fleass contact the
sander or reply ©o Enrcn Corp. at mnron.=essaging.administrationdenron.com and delars all
copies of the message. This e¢-mail (and any actachments herecs) are not intended ta be an
offer [or an acceptance) and do not creats or avidsnce a binding and enforceable concrace
betwesn Enron Corp. (or any of its affiliates) and the intended racipisnt or any othar
parcy, and may not be relied on by anyone as the basis of a contract by estoppel or
dstherwise, Thank you.

..'-**iiT‘ITI"'l"***'*?*IIIIIlI'lililiilii'q'1"".'.'|.|ijjf‘--‘-..
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Christopulos, Greg

From: Christopulgs, Greg
Senl: Wadnesday, Dacamber 12, 2001 4:18 PM
To: Thompsonshi@State. goy'
Cc: MWeid Efird {E-mail)
Subject: FW: Requasl for Meeling re. Aznwrix Corp Dispute with the Province of BA in Argenting

Lo s Bt poer T

! Stava, cthis is che background paper o8 che Azurix/Enron dispute in

Argentina.
Heil -- I don't resmember if I sent you a copy of this befors I lefe. DAS Stcubel met with

Azurix on chis yescerday.

=====0riginal Message==-==-

From: Miceli, Keich [mailcosEeich.Micelisenron.com]

Sent: Priday, Hovesbar 30, 2001 12:02 PM

To: greg.christopulosddo. treas.gov

Subject: Request for HMesting re. Azurix Corp Dispute with the Province
&f BA in Argentina

Moeverbar 14, 2001

Greg Chriscopolus
Intarnacional Economist
Incernaciconal hffairs
Treasury Departmant
Washingcon, D.C.

Dear Greg!:

Thanks for offering to arrange a meeting with John Garrison, Presidane
and CEC of the Azurix Corp. and myself. The purpose of che meeting to
provide a briefing on the status of a half a billicn dollar investment
dispute that cthe Azuriwx Carp. has wirh the Province of Buencs Alres,
Attached is a confidenkial briefing paper that provides a history of the
dispute; our efforcs moa resolve ie asmiecably; the lack of good will on
the part of the Frovincial authariciea to find a resclucion, and some
suggestcions o bBreak che impasse to the benefit of all parcies
conserned

I underastand that yeu will ke on Eravel for those dates, and that you
will speak with Bonnis Resnick abour mesting with ws. T =an bha
contacted ae [T13] 345-5356 or keith.micelisenron.com to finalize
arrangemants. Many thanks,

Finceraly,

feith L. Micell

Senior Director

Internacicopnal Public Eelacions

cchzurixfrisfiagPaparfevisediiovis.docss
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This a-mail is the proparty of Enron Corp. andfor its relevant affiliate and may contaln
eaonfidencial and privileged material for the sole use of the intended reciplant (a]. Anmy
review, use, discribution or dilaclosure by others is strictly prohibited. If you are not
the intanded recipilent {or autherized to reéceive for the recipient}, please concact the
sender or reply Lo Enrcn Corp. at snzon.messaging.administratioco@encon.com and delate all
coples of the massage., This e-mall {and any attachments herskbo) are not intended to be an
ocffer (or an acceptance) and do not create or évidence a binding and esnforceable contract
between Enron Corp. (or any of ics affiliates) and che intended recipient or any other
pacty, and may not be reliesd on by anyone as the basis of & contract by estoppel or
otherwige, Thank you.

EEEEEFET RIS RIS ISR RS EE S IT R R R R R TR R w .
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E. Jesaph Hillings
i ‘ﬂ! Vicr Presides| wnd Gowerad Manager
\ [ Falrrel Cavermmml A Sai=

4' .l Enron
Corp,
*ﬂ d:l-‘t 1775 Eye Svvect. W, Suits 00
ﬂ"r gtom, DI 100544407
(JO7) ST
Fax (A1) QEITI
. Jhillinilenran. com
VIA FAX |
202-622 5304 (fax)
June 1, 2000

Ms. Meg Lundsager

Deputy Assistant Secretary for Trade & Investmants
Department of Treasury

1500 Pennsylvania Avenua, NW

Room 3208

Washington, DC 20220

Dear Meg:

We have been advised the Braziian Minister of Energy and Mines, Robearto
Tourinho will be in Washington, DC next weesk to meaet with the InterAmerican

Bank and the World Bank.

Petrobras has not lived up to the conditions of their loan to sell their contralling
interest in the Bolivia-Brazil Fipeline. They were to have submitted a plan ta dl_:u
g0 in Movember 1998, but neither of those institulions has taken action o require
compliance. Petrobras continues to restrict capacity on the pipeline which allows
them, despile privdtzation, o exercise control over the natural gas supply which
they are now extending into pawer generation.

| hope you can use the oppariunity of the Minister's visit to advise the
Government of Brazil that this conduct has put a strangle-hold on market access.
The principals hadlagraad i the Summit of the Americas agreemant and
subsequent agreements to the principle of market accass.

Ein{i:rnly.

vOLs I55 ZEE 11 BigH0 pEAT  BREZ-TR=IAL
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D i e B s it

Sao Paolo, May 26, 2000

Mr. Ronald MacLean Abaroa
Mimster of Finance
La Par, Balivia

Mr. José Luis Lupu- Flares
Mirnisrer of Economic Development
LaPaz, Bolivia -

Dear Messrs. Ministers of Finance and Eeonomie Development:

On behalfl of Enron South Amenca LLC "ENRON"). [ would
herehy like to express our deep concem regarding the Memorandum of Understanding
subscribed between the Miniswy of Economic Develepment of the Republic of Bolivia
and the Ministry af Mines and Energy of the Federative Republic of Brazl, dared May
rwenry three af::lu}rurm thousand (the “Memorandum™).

EMNRON's interest in this importan! matter obeys both its condition
a5 a helder of 2 25% (rwenry five percent) equity intersst in Transredes S.A ., a5 well as
10 its quality as 2 potential investar in projects destined o develop new muarket options
for the Balivian natural gas and to strengthen regional energens integrabion based on the
principle of fre= campelition,

As you are well aware of, for quite 2 long pened of time our
company assumed an cbligation with the Supreme Government of Bolivia to meet the
natural gas requiremnents of the Federative Republic of Braril within the so-called
emergency thermoclectric program, as well as fo undertake the construction of the
Puerio Sudrex thermoelecwic plant destined to export elecmic energy w the Brazilian
market. Hewever, the Memorandum seems fe impose certain conditions upon the
Republic of Balivia for the development of the aforesaid projects, to the derriment of
existing as we|| 25 pledged invesmments in Bolivia, disregarding the current regulatory
framcwork and depriving private invesiers from the opporfunity 1o exercise the rights
foreseen in the norms.

As a matter of fact, the Memorandum creates the basis for the
construction of 4 gac pipeline in Bolivia to transport gas to Brazi] and establishes the
agreement to suppert the Puerto Sudrer thermoelectric plant project, but conditioned to
PETROBRAS participation as a shareholder in said plant, and stating that the required
gas is to be supplied by PETROBRAS - Bolivia S.A. Likewise, il esublishes an

[ ':l"#:r r e L LT
00500000000119



agreement allowing PETROBRAS to pamicipate m a postage stamp tanfl to be
established for the transportation of natural gas for the damestic znd expert market, and
defines in conjunétion with the technical mission appeinted by the Ministry of Econemic
Development the' operatonal aspects related ro said tanff as well as the other points
detailed in the Memorandum, 21 the meetings 1o be held in Rio de Janeiro.

The aspects foreseen in the Memorandum have given rise to lengthy
discussions and analysis to date. Bearing this in mind, and within the framewark of
existing nomms and regulatians in the Republic of Polivia, negotations were undertaken
with several representatives of Ihe oil industry, establishing, among other aspects, thas
the straegy of PETROBRAS — Bolivia S.A. to construct the bypass along the YABOG
is inconsistent, both from an economic as well as a reguiatory standpoint.

Ar the economic level, PETROBRAS" bypass project is at a
disadvantage in relationship to Transredes 5.4, because it is not capable of meeting in
time the Brazilian demand requirsments (i.e. the time required 1o build the pipeline) nor
competing frem an econsmic standpoint, unless it eludes the obligation 10 pay the
deferred account. Within this perspective, the inereased service costs resulting from the
bypass shall respond to PETROBRAS” exclusive market contral objective.

Within the regulatory famework, the company that was capitalized
and gave risc 1o Transredes 5.A., was capitalized subject to the obligaton 10 charge 2
lower ariff, termporarily subsidizing the domestic market, 3 subsidy that must be
recoversd based og the new wnff and the volume of pas transported. Upon the absence
of amendments to existing regulanions, the consmruetion of & new gas pipeline to export
g to Brazil, will impose the recovery of the deferred account bated on lower gas
valumes, with the ensuing negntive ezonomic impact on the Bolivian domestic market as
well as on other producers that use the existiing transporaton system.

Under said circumstances, the Hydrocarbons Superintendency,
applying the dispositicds of Aricle 10 of the STRESE Law Wo. 1600 dared Ocrober 23,
1994, may not gract the concession for the new pipcline due 19 the negative impacr on
the mariet or because it considers il contrary to public interests. Within this context,
PETROBRAS chose to involve the Brazilian Covernment iz the negatiatisns, thus
avosding a direct negatiarion with Enron and other industry participants.

Conceming the egreement © support the implementation of the
thermoelectric plant 1n Puerto Suirez, conditioned to PETROBRAS panicipation
irterests in the same, and the gas to be supplicd by PETROBRAS- Bolivia 5.A., this
constitutes an unnecessary meddling of the Governments of Bolivia and Branl in the
market and free competition. The wording of the second item in the Memorandum
seems 1o indicate that both governments priesitize a project led by PETROBRAS against
the efforts of all other private participants, forcing them to accept PETROBRAS as 2
parmer and o use the gas produced by PETROBRAS - Bolivia S.A. in the projeet,

o s 0 B A e
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Likewise, through the agresment that allows PETROBRAS 15
participate and respect a postage stamp taniff to be established for the transportation of
natiral gas for the domestic and export markets, the Minisiry of Bconomic Development
arrogales itsclf the anribunons ackmowledged by the STRESE Law to the Hydrocarhons
Supenntendency, in adherence to the procedures established in said norm and its
regulations. Under said noms, the Supreme Govemment is neither entitled 1o dispose of
the proprictarship of the thermolectric plant to be built in Puerto Sudrer nor designate
the supplier of nanural gas for the same.

[z 1% condition as invester in Bolivia, ENRON abides strictly by the
sxisting norms. Under the terms of the Memerandum, Bolivia's Supreme Government
sends a highly negative message to private investment, when it chooses to resolve
PETROBRAS' commercial and regulatory difficulties through bilateral governmental
negotiations, requiring ar the same time that privatc investors abide by existing normns
and regulations in: Similar situations. [n this sense, ENRON must insist on the need that
the Supreme Govemnment of Bolivia carries on with the process subject to current narms
and mechanisms in effect in the country, ensuring ar the same time that the Supreme
Covernment of Brazil guaraniees equal conditons as well as the issusnce of the
necessary suthonizations and licenses, under the principles of non-discrimination and
free access acknowledged in the Bconomic Complementation Agresments, the Trade
Promotion Agreements and the Energetic Integration Agreements subscribed berween
Bolivia and Brazil,

Apparently, FETROBRAS and the Branilian Ministry of Mines and
Energy are trying o establish that the only way %o enter the Brazilian energetic marke: is
through agreements between Governments, and using PETROBRAS as a vehicle. I this
were 2 reality, it would contravene the agreements assumed (o affain regional
Lntegration, based an the concepts of free compesition and open access.

To sum up, ENRON believes that the decision adopted by the
Supreme Governmen: of Bolivia to intervene on behalf of PETROBRAS, which would
otherwiss be considered a private commercial negotistion or a mafter to be resclved in

acherence o existing regulatory proceedings, consumulcs an obstacle for the
development of the privdte sector in Bolivia. ENRON ratifies its will to support the

Bolivian Government's efforts to create equitable and non-discriminatory conditions
aimed at fostering and enhancing competitian, requiring that all participants within the
industry comply with the same regulatory mechanisms forsseen by law to advance their
commescial in . in any case, EXNRON expects that the nghts conferrsd by law beth
to it and 15 affiliates are respected.

We reitecaze our highest considerations.

José Bestard
Viee Presiden
Enron South Amenica LLC

3
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et Minister of Forcign Affairs and Cult
Madame Ambassador of Bolivia in the United States of Amenca
Madame Ambassador of the United States of America in Bolivia

proaprs  CAPS FFS PR L] =ISHD 55141 ~JR=Hing
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Enron Ameérica do Sul
Avenida dar Noaceer Unidar, [1.45]
4 Brookdin Nove 5° dndar
"?ﬁ : San Paulo = 5F. Brail

Sdo Pavlo, Mayo 26, 2000

acfior Licenciado

Don Ronald MatLean Abarca
Ministro de Hacienda

La Paz, Bolivia |

Seflor Licenciada

Dan José Luis Lipa Flares
Ministro de Desdrollo Econdmico
La Paz, Bolivia

Excelentsimod Sefiores Ministros:

Por la presente, en representacién de Enron
South America LLC ("ENRON™), deseo expresar nuestra mayor preocupacifin per
los términos y los alcances del Memorandum de Entendimiento suscrito entre el
Ministerio de Desarrollo Econdmico de la Repidblica d= Bolivia y el Miristerio de
Minas ¥ Energia d= la Repiblica Federativa del Brasil, de focha veintitds de
mayo de dos mil afios (el Memorandum™).

El interés de ENRON sobre este impartante
aspecio, abedece tanto 2 su condicién de accionista en un 25% (veinticinco por
ciento) de Transtedes 5.A., como s su calidsd de potencial inversionista en
nuevos proyecios desunedes a desamrollar nueves opcionss de mercade para el Bis
natural boliviano y a fortalecer la integracidn energétca regicnal, en base & la
libre compertencia.

Come 2t de su conocimiento, nuestra
empresa se halla desde hace muche tiempe amds comprometida con el Supremo
Gobierno de Bolivia en dar respuesta a los requenmientos de gas narural de la
Repiblica Federativa del Brasil denwo del denomineds programa de emergencia
de las termoelecmicas, ¥ en la construccion de la termosléctrica de Puerto Sudrer,
destinada a la exportacidn de energia eléctrica al mercado brasilero. Empero, el
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Memorandum parece impoger sobre la Repliblica de Bolivia cendiciones para el
desarrollo de los proyectos sefialados, en detrimento de las inversiones existentes
y comprometidas en Bolivia, pasando por allo el mares regulatorio vigente y
negande a los inversionistas privadas 12 oportunidad de acogerse a los derechos
previslos €0 sus nommas.

En cfecio, el Memorandum crea las bases pama [a
conszuccion de un gasoducto en Bolivia para el transporte de gas al Brasil y
establece el acuerdo para apoyar el proyecta de lo termoeléemica de Puerto
Sudrez, pero condicionada a 1z participacién accionaria de PETROBRAS e 12
misma, ¥ con el aporte de pas proveniente de PETROBRAS - Bolivia S.A.,
Asimismo, establece ] acuerde para que PETROBRAS participe en una tarifa
estampills de minsponte de gas natural para el mercads intemo y d& exportacidn a
ser establecida y defina con la misidn técnica destacada por e Ministerio de
Desarrolle Economica, los aspectos operacionales en relacidn a dicha tarifa y a
los demis puntos sefalados en el Memorandum, =n las reuniones que se
desarrollarin en Rio de Janeiro.

Lot aspecros conternplados en o] Memeorandum han
sido motivo de larga discusidn y anilisis hasta 1a fecha Con ese objetive, y
dentro del mareo de [as normas y regulaciones existentes cn la Repiblica de
Belivia, se han lievado a cabo ncgociaciones con diversos representantes de la
industria, establecifndose, entre oros aspectos, que la estrategia de PETROBRAS
- Bolivia S.A. para copstruir el ducto derivade al YABOG (“bypass™) es
inconsistents, tanto desde el punto des vista econdmico como regulatoria,

En el plano ecopdmico, el proyecto bypass de
PETROBRAS se encuenira en desvenraja con Transredes S A, al no hallarse en
condiciones de respender a tismpo los requerimientos de L demanda brasilera
(v.gr. ¢l tiempo de censtruccidn del ducto) ni poder competir econdmicamente,
salvo ‘que eluda la responsabilidad de pagar la cuente diferide  En esa
perspectiva, el incremento del costo del servicio consecusncia del bypass,
responderia al exclusivo objetivo de comtrol del mercado por parte de
PETROBRAS. -’ *

En ¢l piano regulaforio, la empresa de cuya
capitalizacion cmerge Transredes S.A., fue capitalizada con la obligacion de
cobrir una tarifa inferior a [a necesaria | subsidiando temporariamente al mercado
interna, subsidio que debe ser r-::cuperada en base & la nueva tarifa y al volumen
de gas transportaido. En ausencia de enmiendas a las regulaciones exislentes, la
construccion de 'un nuevo gascducto para la exporacién de gas al Brasil
impondri la recuperacion de la cuenta diferida sobre un volumen menor de gas,

con ¢l comsecuenls impacto ccondmico negativo sobre el mercado intermo
hulmuu ¥ mbrc'l;l'lrm productores que wiilizan el sistema de Tansporte existente.

Endlesz Poaslbillilas
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En dichas circunstancias, la Scperintendencia de
Hidrocarburos, en aplicacidn de le dispuesto par el articule 10 de la Ley No. 1600
del SIRESE dé 23 de octubre de 1994, pudiera negar ¢l otorgamiento de la
concesidn pard el nuevo ducto per el impacio negativo en el mereado o por
considerarla contraria al interds piblico. En este contexta, PETROBRAS ha
optada por involucrar al Gobierno Brasilero =n las negociaciones, evitando asi
llevarias 2 cabo directamente con Enron ¥y los demis participantes de la industria

En cuanto a] acuerdo para apoyar la
implementacidn: de la tetmoeléetrica de Puerto Suirez, condiciomads 2 la
participacién accionania de PETROBRAS en la misma, y al aporte cel gas
proveniente de FETROBRAS - Bolivia S.A., ¢! misme constifuye una innecesaria
intromisidn de los Gobiemes de Bolivia ¥ Brasi! en el mercado v la libre
competencia. El texto del segundo pumto del Memorandum parece reflejar que
los dos Gobiemos dan priondad a un proyecto liderado por PETROERAS contra
los esfuerzos de fos diversos participantes privados, forzindolos a acepar a
PETROBRAS como socio v 2 utilizar el gas de PETROBRAS - Bolivia S.A. en

el proyecto.

Asimitmo, mediante ¢l acuerdo para  que
PETROBRAS participe y respete una wrifa estampilla de ansporie de gas
nafurdl para el mercado interno ¥ de exportacidn o ser establecida, el Ministerio
de Desarrollo Economito se amoga las  atribuciones reconocidas 2 la
Superintendencia de Hidrocarburas por la Ley SIRESE. de acuerdo a Jes
procedimientas establecides en dicha norma y sus reglamentaciones. Bajo dichas
normas, ¢l Supremo Gobierno tampoco se halla facultado para disponer acerca de
la propiedad de [a planta lermoelécmica a ser construida en Puerte Sudrez o acerca
del proveedor de gas natural para la misma.

En su cendicién de inversionista en Bolivia
ENRON se sujeta estrictamente a las normas existentes. En los términos del
Memorandum, el Supremo Gobiemo de Bolivia eavia un mensaje altamente
negativo a la mversion privada, al elegir resolver las dificultades comerciales v
regulatonas de PETROBRAS a taves de negociaciones gubemamentales
bilaterales, al mismo tiempo que requiere de los inversionistas privados la
fujesidn a las nanmas ¥ regulaciones existentes en aspectos similares. En este
sentido, ENRON debe insistiz en la necesidad de que el Supreme Gobiemno de
Belivia conduzca el proceso dentro de los mecanismos ¥ normas vigentes e el
pais, asegurando al mismo tiempo, que ¢l Supremo Gobiemno de] Brasil garantice
condiciones jgualitariac v la emisién de las licencias y autorizaciones necesarias,
bajo los principios de no disciminacién y libre acceso reconecidos =n los
Acuerdos de Complementacién Econdmica, los Acuerdos de Promocidn del
Comercio ¥ de Integracicn Energética suscritos por Bolivia con dicha Repiblica.

Endless Passibllities
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Aparcrtements, PETROBRAS y el Ministerio
Minas ¥ Energid de Brasil estin matando de establecer que el dnico camiro para
entrar ea el mercado energético brasilero es waves de acuerdos entre Gobiemos y
utilizande a PETROBRAS como vehiculo, 5i esto [uera realidad, contravendria
todos los compromisos asumidos para aleanzar 13 integracién regional, basada en
lo€ conceptos de libre competencin y aceesn abierto,

En suma, ENRON cree que [a decision del Supremo
Gobiemao Boliviano dez intervenir en favor de PETROBAS en lo que seria de oo
medo considerado como une negocacidn privada comercial o un fema a ser
resuslto de acuerdo a los procedimientos regulatozios existentes, comstifuye un
obstaculo para el desarrollo del sector privado en Belivia ENRON matifica su
voluntad de apoyar al Gobicrno de Bolivia en los esfusrzos que realizara para
crear condiciones de equidad v no discriminacién para una mayor competencia,
requiriendo de fodos los participantes en la industia el cumplimiento de los
mismos mecasismes regulatorios previstos por ley para el desarollo de sus
intereses comerciales, En cualquier caso, ENRON espera que los derechos que e
asigna la Ley, a ella y 3 sus empresas afiliadas, scan respetados,

Con este motive, Teiteramos a ustedes, Sefores
Ministros, las seguridades de nueswa distinguida consideraciin.

José Bestard
Vicepresidente |
Enron South ..'u:'lm:: LLC

ce:  Sefior Mmistro de Relaciones Exteriores y Cullo,
Sefora Embajadora de Boliviaen les EEUU de N.A
Sefiora Embajadora de los EEUT. de N A. en Balivia

Endlass Posalbllitles
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agreement allowing PETROBRAS to partcipate in 2 postage siamp tanff to be
established for the transportation of natural gas for the damestic and export market, aad
dsfines in conjunction with the technical mission appeinted by the Minisry of Econamnic
Development the operational aspects related to said tariff s well as the other points
detailed in the Memorandum, at the mestings to be held in Ric de Janewo.

The aspects foreseen in the Memorandum have given nse to lengthy
discussions and analysis to date, Bearing this in mind, and within the framework of
existing norms and regulations in the Republic of Bolivia, negotiations were undertaken
with several represemtatives of the oil industry, establishing, among other aspects, that
the strategy of PETROBRAS - Balivia S.A. 1o conswuct the bypass along the YABOG
is inconsistent, both from an economic as well as a regulatory sindpoint.

At the economic level, PETROBRAS' hypass project 15 at a
disadvantage in relationship to Transredes S.A., because it is not capable of meetng
time the Brazilian demand requisements (ie. the time requirad to build the pipeline) nor
competing from an economic standpeint, unless it cludes the obligation to pay the
deferred account. Within this perspective, the increased service costs resulting from the
bypass shall respond to PETROBRAS exclus:ve market control objective.

Within the regulatory Samework, the company that was capitalized
and gave rise to Transredes S.A., was capitalized subject to the abligation to charge a
lower {ariff, temporarily subsidizing the domestic market, 2 subsidy that must be
recavered based on the new tariff and tie volume of gas ransporied. Upon the absence
of amendments to existing regulations, the construction. of 2 new gas pipeline to expon
gas 1o Brazil, will impose the recovery of the deferred account based on lower gas
velumes, with the ensuing negative economic impact an the Bolivian domestic market as
well as on other producers that use the existing transporiation system.

Under faid circumstances, the Hydrocarbons Supenintendency,
applying the dispositions of Article 10 of the SIRESE Law MNo. 1600 dated October 23,
1994, may not gram: the concession for the new pipeline due to the pegative impact on
the marke! or because it considers il contrary to public interests. Within this centext,
PETROBRAS chose to <involve the Brazilian Government in the nepotiations, thus
zvoiding a dircet negotiation with Enren and other indusTy participants.

Concerming the agreement to support the implementation of the
thermoelectnic plant in Puerto Sudrez, conditioned to PETROBRAS participation
interests in the same, and the gas two be supplisd by PETROBRAS- Bolivia 5.A., this
comstitutes an unnecessary meddling of the Governments of Bolivia and Brazil in the
market and frec compettion. The wording of the second item in the Memorandum
seems to indicate thar both governments priotitize a project led by PETROBRAS against
the efforts of all other private participants, forcing them to accept PETROBRAS 25 2
parmer and lo use the gas produced by PETROBRAS - Bolivia S.A, in the project.
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Likewise, through the cgreement that allows FE‘I‘F.GBR,?S ta
participate and respect a postage stamp tariff to be established for the transportatien of
nanural gas for the domestic and export mariets, the Ministry of Ecanomic Development
arrogates itself the attributions acknowledged by the SIRESE Law to the H]rdm::ﬂhﬁ_n.i
Superintendency, in adherence to the procedures established in said norm and its
reguletions. Under said norms, the Supreme Government is neither entitled to dispese of
the proprietorship of the thermolecmic plant 10 be built in Puerlo Sudrez nor designate
the supplier of natural gas for the same.

In its condition a8 investor in Balivia, ENRON abides smictly by the
existing norms. Under the terms of the Memarandum, Bolivia's Supreme Governrment
sends a highly negative message to private investment, when it chooses to resolve
PETROBRAS' commercial and regulatery difficulties through bilateral govemmental
negotiations, requirng at the same time that private investors abide by existng ROMms
and regulations in similar situations. In this sense, ENRON must insist an the need that
the Suprerne Govemment of Bolivia carnes an with the process subject to CUrrent Nomms
and mechanisms in effect in the country, ensuring 2t the same time that the Supreme
Government of Brazil guarantees cqual conditions as well as the issuance of the
necessary authorizaticns end licenses, under the principles of nen-discnmination and
free access acknowledged m the Feonomic Complementation Agrecments, the Trade
Promaotisr Agreements and the Energetic Inlegration Agreements subscribed between
Balivia and Brazl.

Apparently, PETROBRAS and the Brazilian Ministry of Mines and
Energy are Tying to establish that the only way 1o enter the Brazilian enecpstic market is
through agreements between Governments, and using PETROBRAS as a vehicle. 1f this
were @ reality, it would contravene the agreements assumed to acan regional
integration, based on the conccpts of free compelition and open ALCess.

To sumn up, ENRON believes that the decision adopted by the
Supreme Government of Bolivia to intervene on behalf ¢f FETROBRAS, which would
atherwise be considered a privete commercial negotiation or 2 marter 1o be resolved in
adherence to existng regulatory proceedings, constitutes an obstacle for the
development of the private sector in Bolivia. ENRON ratifies its will to support the
Bolivian Government's efforts to create squitable and non-discriminatery conditions
aimed at fostering and enhancing compelition, requiring that all paricipants within the
industry comply with the same regulatory mechanisms foreseen by law to advance their
commercial interests. In any case, ENRON expects that the rights conferred by law both
1o it and its affiliates are raspected.

We reiterate our highest considerations.

José Bestard
Viee President
Enron South America LLC
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: Minister of Farsign Affairs and Cult ) .
= Wadame Ambassader of Bolivia in the United Stmla o E Americd
Madame Ambassador of the United States of America in Bolivia
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Enron Amaérica do Sul
Avenida das Nocees Unidas. 11451
Brooklin Neve §* Andar

Sao Paulo— 5P, Brasil

]

%

Sio Paula, Maya 26, 2000

Saniar Licenciado

Den Ronald Maclean Abaroa
Minisoo de Hacienda

La Paz, Balivia

Sefior Licenciada

Dan José Luis Lupo Flores
Miniswo de Desarrollo Ecopdmico
La Paz, Bolivia

Excelentisimos Sefiores Ministros:

Por la presente, en representacion de Enron
Jouth America LLC (“ENRON"), deseo expresar nuestra mayor preocupacidn por
"os términos ¥ los alcances del Memorandum de Entendimiento suscrito entre el
Ministerio de Desarrollo Econémico de la Repoblica d= Bolivia y el Ministenio d¢
Minas y Energia de la Rapiblica Federanva de] Brasil, de fecha veintués de
mavo de dos mil afos ™=l Memorandum™).

i El interés de ENROWN sobre ese importante
aspecta, obedece tanto a su condicién de accionista en un 25% {u=~.u:i-:-'.nl.r:-n- por
ciento) de Transredes S.A., como a su calidad de potencial inversiomista en
nusvas proyectas destinadas a desarrollar nuevas epciones de mercado para el gas
narural balivians y a fortalecer la integracién energética regional, en base a la
libre competencia.

Coma o5 d= su copnocimienlo, nuesta
empresa se halla desde hace musho tiempo atris comgpremetida con el Supremo
Gobierno de Bolivia en dar respuesta a los requerimientos de gas natural de [a
Fepiblica Federativa del Brasil dentro del denominade programa de emergencia
de las termoeléctricas, ¥ en la construccion de la termeeléctrica de Puerto Sudrez,
destinada a la exportacién de energia eléctrica al mercado brasilero. Empero, el
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Memorandum parece imponer sobre La Repiiblica de Balivia condiciones para el
desarrolio de los proyectos sefalados, en detrimento de las inversiones cxistentes
y comprometidas en Bolivia, pasande per alto el marco regulatorio vigente ¥
negando & los inversionistas privados la oportunidad de acogerse a los derechos
previsios en Sus Normas.

En efects, &l Memorandum crea las bases para la
construccidn de un gaseducto en Balivia para el transpone de gas al Brasil y
establece ¢l acuerdo para apoywr el proyecto de la rermoeléctrica de Puerto
Suirez, pero condicicnada a la partisipacidn accionana de PETROBRAS en la
misma, v con el aporte de gas proveniente de PETROBRAS - Balivia 5.A.
Asimismo, establece el acuerdo para que PETROBRAS participe =n una tarifa
estampilla de transporte de gas natural para £l mercada inzeme y de exportacién 2
ser establecida y defina con la misién técmica destacada por ¢l Ministerio de
Desarrollo Econdmico, los aspectos operacionales en relacion a dicha tarifa ¥ 3
los demis plotos sefalados en el Memorandum, en las reumcnes que 3¢
degaryollarin en Ria de Jansiro.

Los aspectos contemplados en el Memerandum han
sido motivo de larga discusidn y andlisis hasta Ja fecha Con ese objetive, ¥
dentro del marco de las normas y regulacionse existentes en la Repiblica de
Bolivia, se han llevado a cabo negeciaciones con diversos represéntantes de la
industria, estableciéndose, enfre oifos aspecios, que la estrategia de PETROBRAS
— Bolivia 5.A. para construr ¢l ducte derivado 2l YABOG (“bypass™) es
inconsistente, tanto desde el punto de visia econdmico como repulatorio.

En el plane econdmizo, el proyesto bypase de
PETROBRAS g2 encuentra en degventaja con Transredes 5.A., al no hallarse en
condicioncs de responder a tiempo los requerimicntos de la demanda brasilesa
(v.gr. el tempo de construccion del ducto) ni poder competir econdmicamenie,
salve que eluda la respomsabilidad de pagar !z cuenta difenda En esa
perspectiva, el incremento del costo del scrviclo copsecuencia del bypass,
responderia al exclusivo objetive de conwol del mercade por parte de
PETROBRAS.

En el plano regulatonio, la empresa de cuya
capitalizacién emerge Transredes S.A., fuc capitalizada con la obligacién de
cobrar una tarifa inferior 3 la necesaria , subsidianda temporanamente al mercado
interna, subsidio que debe ser recuperado en base a la nueva tarifa y al volumen
de gas transpertado. En auiencia de enmiendas a las regulaciones existentes, la
constuccion de un nuevo gasoducto para la exportacién de gas al Brasil
impondri la recuperacion de la cuenta diferida sobre un Volumen menor de pas,
con el consecuente impacto econdmico Regativo sobre el mercado intemo
baliviano y sobre otros productores que utilizan el sistema de transporte existente.

Endless Possibilities
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En dichas cireusstancias, la Supenintendencia de

Hidrocarburos, en aplicacian de lo dispuests par el articulo 10 de 2 Ley No. 1600

del SIRESE de 28 de octubre de 1994, pudiera pegar el ulu:rgmm-:&d: de la

esion para el nuevo ducto per el impacto negative en el me o por

cﬁid:mlf contraria al ium&s?ﬁhli:;npin este comiexio, PETRO?R.AS hz}
optado por invelucrar al Gobiemno Brasilero en las negociaciones, evitando asi
ll=vasias a cabo directamente con Enron y los demés participantes de la industia.

Fn ecvante al acuerdo para  apoyar la
implementacida de la termoelécmica de Puerto Suirez, condicionade a la
participacién accionaria de PETROBRAS en la mismd, ¥ al aporte del gas
provenients de PETROBRAS - Balivia 5.A., el musmo constiiuye una mneu:._ma
intromision de los Gobiernos de Bolivia ¥ Brasil en &l mercado y la libre
compeiencia. El texto del segundo punto del Memorandum parece rellejar que
los dos Gobiernos dan prieridad a un proyecte liderado por PETROBRAS confra
los esfucrzos ée los diversos participantes privados, forzindoles 2 aceplir a2
PETROBRAS comoa socio ¥ a utilizar el gas de PETROBRAS - Bolivia S.A. e
el proyecto.

Asimismo, mediante e asuerde para  que
PETROBRAS participe y respete upa tarifa estampilla de wansperte de gas
natural para el mercado interno ¥ de exportacion a ser establecids, el Ministeno
de Desamolle Econémice se wroge las atrbuciones reconocidas 2 la
Superintendencia de Hidrocarburos por la Ley SIRESE, de acucrde a los
procedimientos establecidos en dicha nerma ¥ sus reglamentaciones. Bajo dichas
normas, el Supremo Gobiemo tampoco se halla facultado para disponer acerca de
Ia propiedad de la planta termoeléctrica a ser construida.en Pucrto Suirez o acerca
del provesdar de pas narural para la misma

En su condicidn de inversionista en Bolivia,
ENRON sc sujeta estrictamente a 1as normas existentes. En los témminos del
 Memorandum, €l Supremo Gobiemo de Bolivia envia un mensaje altamente
negativo a la inversion privada, al elegir resolver las dificultades comerciales y
tegulatanas de PETROBRAS a maves de negociacionss gubermamentales
bilaterales, al mismo “empo que requicre de los inversionistos privacdos la
sujecidn a las normas y regulacionecs cxistenles en aspectos similares. En este
semtido, EWNRON debe insistir en la necesidad de que el Supremo Gobicmo de
Bolivia conduzea el process denmwo de los mecanismos ¥ normas vigentes en el
pais, azegurando al mismo tiempo, que el Supremo Gobierno del Brasi] garantics
condicion#s igualitarias v la emision de |as licencias y autonZaciones OECESAnas,
bajo los principios de no discriminacidn y libre acceso reconocidos en los
Acuerdos de Compleraentacién Econdmica, los Acuerdos de Promocion del
Comercio ¥ de Integracién Energétca suscritos por Bolivia con dicha Repiblica,

Endless Poss(bllltles
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Apareatcmente, PETROBRAS y el Ministerio
Minas v Energia de Brasil estin matando de cstablecer que gl linico caming pare
entrar en el mercado ensrpitico brasilero es mavés de acuerdos enire Gobiermnos ¥
unilizande a PETROBRAS como vehiculo Si esto fuera realidad, eonravendria
todos les compramises asumidos para alcanzar la integracidn regional, basada en
las conceptos de libre competencia y accesa abierto.

En suma, ENRON cree que la decisién del Supremo
Gobierne Boliviano de intervenir e faver de PETROBAS en lo que seria de otro
modo considerado ¢omo una negociacién privada comercial o um tema a ser
regaelio de acuerda a los procedimientos regulatorios sxisientes, comstituys un
ohsticulo para el desarrollo del sector privado en Bolivia, ENRON ratlfica su
voluntad de apoyar a] Gobiema de Bolivia en los ssfuerzos que realizara para
erear condiciones de equidad y mo discriminacion pard und mayor compelencid,
requiriendo de todos los parficipantes = la industia cl cumplimiento de los
mismos mecanismos regulatorios previstos por ley para el desamollo de sus
intereses comerciales. En cualquier caso, ENRON espera que los derechos que le
asigna Ja Ley, 2 ella y a sus empresas afiliadas, sean respeladas,

Con este motivo, reilsramos 2 ustedes, Sefiores
Ministros, las seguridades de nuestra distinguida consideracién.

Jogé Bestard
Vicepresidente
Enron Scuth America LLC

gs Seflar Ministra de Relaciones Exteriares y Culto.
Sefiora Embajadora de Bolivia en los EE UL de N.A.
Sefiora Embajadora de los EEUU. de N.A. en Bolivia

Endless Possibilities

TOTAL P. 88
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VIA FAX

202622 5304 [fax) ___{b:‘y

Juna 1, 2000 |

M Lundsager
Depantmeant of Tressury

1500 Pennsytvanig Avenus, NW
Room 3208 |
Washingion, OC 20220

Daar Meg:

W nave been acvized the Brazilan Minister of Energy and Mines, Robeno
Tourinhoe will be in Washington, DC neat week to maet with the InterAmarican

Banik and the Warld Bank.

Petrobras kas rof [ved up to the conditians of thier laan to seil ther coniralling
intzreat in the Boibba-Brazl Pipeline. They were o hawe submittad & plan ks do
S6 A Movambar 1950, byt refher of thoee institytions hat tken action to require
complisnce. Petroliras conSnues o resirict capaciy on the pigeline which allows
them, deapde privitzaton, 1o exercise conbral over he naltufal gas supply which

they 4t now axipnding ints power generalion,

[ hope you cin Use the cpporinily of the Mintsters visil o advise the
Gevernmant of Brazil that this cordust has put a strange-hold on market access.
The principals had ‘agred in the Summil of the Amaricas agreemant and
subsmquent agreements o the panciple of market! sccass,

hmm gas. Dectricty, Endless porsbdifies,™

| g - s mm i mw
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ENRON, WASHINGTON
1775 EYE STREET, NW
Suile 800
Washingten, OC 20006

202-4EB.9145 .
202-828-3372 {fax) L,,

FAX COVER SHEET (:5

DATE: Bi/00 3:05 PM

MAME: fax numbar:
TO:
Mg, Meg Lundsager

Deputy Assistarl Secretary for Trade & [nvestmants
Department of Treasury

1500 Pannsylvania Avenue, NW

Room 3208

Washington, DC 20220

202-622-0168

202622 5304 (fax)

FROM: Joa Hilings
Lora Sullivan PHOMNE: 202-468-8142

FAX: 202-828-3372
oo Chriz Long
Steve Burns
Number of pages: = 3
RE: Bolivia/Brazil MOU

PLEASE SEE EHtI.:tﬂSED.

Joe Hillings

Encl.

cc: furs)

R s s ol LL =50 Foiil  Cees-To-—tail
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DEPARTMENT OF THE TREASURY
OFFICE OF AFRICAN NATIONS
FAX: (202) 622-1432

DATE:

PAGES INCLUDING COVER SHEET
Cnaspdios
TO: FAX WO,

DFFICETHGHE!_
rrov: LMK Donadan

EDWIN L. BARBER 111, SENIOR ADVISOR

BONNIE M. BARNES, SECRETARY

MICHELE BUDINGTON, ACTING DIRECTOR
GEOFFREY GOTTLIEB - 622-0455

ELIZABETH URBANAS - 622-0182

TROY WRAY - 622-5807

IF YOU HAVE ANY QUESTIONS, PLEASE CALL ON (202) 622-1730
MESSAGE:

Cnmn \el oo A bulsse |
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FAX TRANSMISSION

DEPARTMENT OF THE TREASURY

1500 PENNSYLVANIA AVENUE
WassaNGTON, D.C, 20220
TEL: (202) 622-1279
FAX: (202) 622-1273

TO: Mf{é’ Dﬂﬂr__ji/jf/{?@
nuum-m mr.r,s-.q -

EURJECT:
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agreement allowiog PETROBRAS 1o participate in 4 POsUge stamp tanff 1o be
eswablished for the Tansporiatics of natir. gas for (e domestic and export markes, a4
defines in canjuncdon with the technical mission appainted by the MimisTy of Ecagomic
Development the operatiana, wpects selared ta smid tariff as well as the other poants
detailed in the Memorandum, il he meung? = be held in Ric de Janewro.

the Memarandum have given dse ta lengthy
discustions and analysis to date. Beanng thig in mind, and within the framewark of
existng nomms and reguladons ia e Republic af Bolivia, negetiations were underlaken
with several representatives of the oul industry, establishing, imeng other aspects, that
the sratery of PETROBRAS - Bolivia 3.4 10 construct the bypass aleng the YABOG
is incansistent, both fom an economic as well 2s 2 regulatory sundpoinl

The aspecs forssesn @

Ar the ccomomic level, PETROBRAS' bypass project 15t 3
dizadvantage m relationsup te Transredes S.A., bacause it is oot capahlie of meetmg a2
nme the Brazlian demand requirements {i.e. the tme required 10 build e pipeline] nor
compenng fom an seonamic standpeint, daless it eludes the chligation to pay the
deferred aczount Within this perspective, the increased service casts resuinng fam the
bypass shall respond 10 PETROBRAS exclug:ve market control obyechive.

Within the regulatery framewerk, hie campiny that was capitalized
and gave rise to Transredes S.A., was eapitalized subject o e ohligatien 1o charge 2
lower Wl tcmpomanly subsidizng the domestic marker, 2 subsidy that muast be
recavered based on the new i and the volume of gas ransporied  Upen the absence
of amendments to sxistng Togulations, the censmucton of 1 new gas pipelice to expan
pas to Brazil, will imposs the recavery of (ke defemed account based on lowseT gas
wolumes, with the ensuing negatve econcmic impact on the Balivian domestic markst a3
well as on other producers that use the existing trersponiaticn system

Under f3id circumstmnces, the Hydrocarbons Supermiendency,
applying the dispositions of Article 10 of the SIRESE Law No. 1600 dared October 28,
1954, may not grant the concession for the new pipeline due to the negafive impact on
ke market ar hecause it considers il contrary to puclic jnterests. Within this coplext,
PETROBRAS chose to involve the Brazilian Qovernment in the negotiations, thus
avoiding a dircet negatiation with Envon and other indusy parlicipants.

Concemning the agresment 1o fURPOTT the implementalion of the
thermesleciric. plaat ‘& Puero Suirer, condiioned to PETROBRAS participatien
interssts in the 1ame, and the gas o be supplied by PETROBRAS- Bolivia S.A,, this
constlutes in wmecessay meddling of the Govemmezts of Bolivia and Brazdl in the
marke! and _i'“ competition. The wording of be second item in the Memorandum
seems o indicate that both governments prioritize 3 project led by PETROBRAS agans.
the efforts of all ather pavate participants, forcing them to accept PETROBRAS 25 2
parmer and 1o uee the gas produced by PETROBRAS - Bolivia S.A. in the project

00500000000140



JH-Q2-200e 18335 THM 22 832 1433 F.es- 18

Likewise, through the spreement that liiﬂ;wPE IEGLHEJ?:& tl}

cipate apd respect 2 posEgE TAMp tariff to be ﬁﬂ]:_lluhﬂd or the UInsp on o
::nt;:ﬂ a5 for the domestic and cxpart roarkets, the Ministry nfﬁmmﬂ-ﬂdupmﬂ.t
1 the zfbutions acknowledged by the STRESE Law to the Hydrocarbons

uTOELISS 1esel +dh s cedires uuhli.'ihﬂd n gid, TLOTID and s
] L eTence [d -
Suprnntmqu. i pra : " e se of

regulations. Under sud norms, the Supreme Govemnment . .
the proprictorship of the thermalectns plant 1o be built ia Pusrio Suirez nor designate

the supplier of narural gas for e 1am=.

Tn its condition 24 imvestor in Bolivia, ENTRLON abides strictly by (e
exsting norms. Under (he werms of the Memoraadum, Baolivia's Euprw: Goverpgnent
scnds 2 highly negafive messags o pnvats invesoment, whea it chocses 10 resclve
PETROBRAS' commersial and regulitory dificulties through I:!j_La.I:rIl pﬂmlmm.ﬂ
negotiations. requiring at the same tme that privale investors abide by existing nemms
and regulations in similar sifuations. In this sense, ENRON must ingist on the need that
the Supreme Governmes: of Bolivia carrics an with the precess sabject to curTent nommi
and mechanisms ip effest in the counlry. snsunng af tie same Lme that the Supreme
Gevernment of Brazl guirantees cqual conditions as well as the issuance of the
necsssary authorzations snd leensed, anider 1he principles af non-discrimination and
free access acknowledged in the Economic Complementation AgTEmenis, the Trade
Frometian Agrecments and the Ecergedc Tntegration Agresmenis subscribed between
Balivia and Brazil,

Appareztly, PETROBRAS and the Brazilian Mipistry of Mines and
Energy are =ying To establish that the only way 10 enter e Brazilian energeiic market is
through agresments between Govemman, and uing PETROBRAS 13 a vehicle, 1fthis
were a meality, it weould contravens the igreements accumed o atain regional
integration, based an the concepls of free compellion and open A2CE3S.

To sum up, ENRON believes that the decision adopted by e
Supreme Gavernment of Bolivia 1o intervene on behalf of PETROBRAS, which woud
otherwise be considered a private commereial negotiation of 3 marer 1o be resolved in
acherence o axisung regulatory proccodings, comsamtes an shstacle for the
development of the private sector iz Bolivia ENRON ratifies its will to support the
Balivian Government's effact to create equitable and non-discriminalary condiicns
aimed 2t fastering 22d enhaneing compelton requinng that all participants within the
industry compiy with the same regulatory mechanisms fareseen by law ta advance thex
commerzial interests. In any case, ENRON cxpects that the nights canferred by law both

10 it and its alliliates wre respected

We reiterate our highest considerations.

Jase Besrard
Vics Prenident
Enran South Amneiez L

0050000000014
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= jro £ Fareign Affaizs and Cult . :
= z‘:iulmdﬂt :Jn'hu!adsnnt of Boliviz in the United SII.H_-E II! America
i'«-!:.d.::.n: Ammhassader of the United Segres of Americi in Beolivia
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Enron Amarica do Sul
dvenida das Nacoes Unidar. J1.454
Brookim Newo 5° Ander

Sas Paufo - SP. Brasil

Sin Patle, Mayo 26, 2000

Sefior Licenciads

Don Ronald MacLean Abamoa
Miniswe de Hacienda

La Paz, Bolivia

Seror Licenciade

Den Jasé Luis Lupo Flores
Ministo de Desarrallo Econdmico
La Paz, Baliviz

Exceleatinmas Sefiores Ministros:

Por la presente, ez ropresentacion de Enron
. Squth America LLC MENRONT), desso expresar nuestos mayar prsgcupacién por
‘as ¥omines ¥ los alcances del Memorandum de Entendimiento suscrito entre 2l
Ministeria de Desarrollo Economico de la Repiblica de Bolivia y ] Ministenio dc
Minas ¥ Energla de la Repiblica Federanva del Brasil de fecha veinuxés de
maya de dos mil ados (=] Memeorandum™).

El interés de ENRON sobre este importanie
aspecto, obedece tant 4 5u condicién ds accionisma en un 23% {veinticinca per
cientn) de Transredes S.A, como 3 su calidad de potencial inversicnist en
nuevos proycclos destnados a desarrollar nuevas cpcianes de mercado pl.t:l.ﬂ gas
natwral boliviang y & fortaleces la integracidn energétca repional, en base a la
libre compe’encia

Comeo es de su copocimiesio, auesT3
empresa se hally desde hase mucho U=mpo alris coraprometida con el Suprema
Gobiemme de Bolivia en dar tespuesta a |os requerimientos de gas natural de [a
Repiblica Fedsrativa del Brasil derto del dencrminade programa de comergenca
de las termoelécricas, v en la constrecsién de la termoeléczica de Puerto Sudrez,
destinada a la exportacidn de energia eléewica 2l mercade bragilero. Empem, €l
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sMemporandum parecs imponer sobTe la Repiblica de Balivia l:nm_.'m:'imu pasa el
desartollo de los proyecias scialados. e detrimento de las Invearnotss exdstenles
y comprometidas en Bolivia, pasanda por alto el marco regulatoria VIESRIS ¥
negando 3 los inversicnistas privados la opormanidad de acagerse los derecheos

PrEvisios N SuS ROTRAS.

Fp efecto, c| Memorandum =red las bases para la
copsTraccién de un gasoducto ea Bolivia pard ¢] transperts d= gas al Brasl ¥
cstablece ¢l acuerdo para apoyar €l proyesta de la termeelécuica de Puerto
Suirez, pera condicionada 3 la partizipasién accionariz de PETROBRAS en la
misma, ¥ con el apore de gas provemients de PETROBRAS - Bolivia 5.A-
Asimismo, establece el acuesdo para e PETROBRAS participe ¢n una tarifa
estampilla de ransporte de gas patural para el mercado intema Y de exportacian 3
ser establecida v ¢sfinz con la misidm tecmed destacada por el Ministerio de
Pesarrolle Bcandmice, los dspectas operacionaies = relacién a dicha tarifa y 3
los demis Buntes scialades en el Memorandum, €8 las recniones que =€
desarrzllarin = Rio de Janema.

Tos aspectas contemplades e el Memerandum han
sido motive de larga discusién y anilisis hasta 22 fecha. Con ese objelive, ¥
denws del marce de las normas y repulaciones txistenies e la Repiblica de
Bolivia §= hin llevado a cabo negeciaciones eon diverial representantcs de la
induswia, estableciéndose, enire ofras Aspeslos, 3u= g ssrrarepia de PETROBRAS
— Bolivia S.A. para constrwr ¢l duclo derivide 2l YABOG (“bypass”] <
inconsistents, tanto desde =i punte de visla econdmice coma regalatanio.

- En el plano econdmico, ¢l proyssio hypase de
PETROBRAS se encuenwi &n desvenuja con Trangredes S.A, a no hallarse en
condicioncs de respander a tiempe los requerimientos de la demanda brasilera
(v.zr. €] Lempa de cozstraccian del ducta) poder competir ecopdmicamenis,
salvo que eluda la responsabilidad de pagds ‘s cumta diferida  En =33
pergpectiva, el incgemento del cosio del sevicla comsecuencia del bypass,
responderia al exclumvo objeave de conirel el mevcado por pane de
PETROBRAS.

. En el plams regularorio, la empres2 de cuya
cagitalizacién emerge Transtedes 5.4, fue capitalizada can 2 obligacifn de
cobrar una tarifa inferior 3 la necesaria , subsidiande temporaniamente al
interne, subsidio que debe ser racuperads en bate a la nueva tarifa y al velumen
de gas Tansportads, En ausancia de enmismdas 2 a5 regulaciones exusienics, 12
consouceidn de un nueve gaseducts para iz exparacian de pas al Brasil.
impondrd la recuperacion de la cuenta diferida sobre un Volumen menor de g5,
con ¢l copsecucnle impacte econdmica NEglive sgtre 2| mercado intemo
baliviane y sabre awos praductares que wiilizan el sist=ma de wansporte £xistents.

Endlec=z Pessiblties
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En dichas circunstancias, L Superintendencia ds
Hidrocarbures, en aplizacién de lo dispuesta por el articule 10 dela Ley Na. 1600
del SIRESE de 28 de octubre de 1534, pudiera pegas el nzrm;t: dumt:
copcesisn para € nuevo ducta por ¢l impicto pegauvo €3 met a
Eumidu::ig conmariz al inerds ppdh'.i-:n. En este confcxio, EI-:E'R-D.BBAE be
sptado por iavelucrar al Gobierno Brasiars en Jas nlgnc:manﬁ, ﬂu:min_n.ri
Ilevartas 2 cabo directamente con Earon y los dends parigipantes de 1a indusma

En euante al acuerda  pam  apoyws la
implementacidn de la termoeldcmea de Puerto Sudres, condleiomado 2 la
parficipacisa acciorana ds PETROBRAS en la mismi, y ol zporne del gas
provenicate de PETROBRAS - Balivia 5.A, &l mismo consmfuye el nnecesarid
intramision de los Gobiermos de Balivia y Brasil en el mezada y L Ubee
competencia Bl texto del segunde pumis del Memarandum parece reflgjar que
los dos Gobienos dan priaridad a ue proyects liderada por PETRCBRAS contra
los esfucrzos dc los diversos parteipantes privades, forzandolos 3 cepar 2
PETROBRAS coma socio y 3 ublizar ¢l gas d¢ PETROBRAS - Bolivia 5.A. en

el prayecta.

Anmisma, mediante el acuerde para  gue
PETROBRAS pamepe y rospete una wnfa estampilla de trancporte de gas
natural para el mercado interno ¥ de eaportacitn  sev eatzhlesida, el Ministeric
de Desarralle Ecsnsmice st arroge las  atnbuciones recosocidas 3 12
Superictendencia de Hidrseasburos por Iz Ley SIRESE, de acuerde a los
sracedimientat establecidas en dicha pooma ¥ TS reglamenticianes. Baje dichas
nemas, ¢l Supremo Gobleme fampoco se hala facultado para dispenes acerca de
‘a propizdad de |3 planta termoeléctnea 3 ser construide.en Fucria Sudrez o acerca

del provesdsor de zas natural para la misma

En su condicifa de inversicmisa e Belivia,
ENRON se sujeta estrictzments 3 las nommas exisientes. En los términos del
Memorandure, ¢ Supremoe Gobiemo de Bolivia envia ua mensyc altmente
negarive 3 11 mversién privada, al elegir resolver s dificultadés comerciales
regalatarias de PETROBRAS a maves de negociaciones gubermamentalss
bilaterales, al mismo tlempe que requicre de los inversianistes pnvades la
sujecién 3 las narmas y regulaciones exinenies en aspecios similues. Eg este
sentide, ENRON debe insistir en la pecesidad de que el Supremo Gobicmo de
Baolivia conduzza el procesa dentmo 4% |os mecanismes ¥ normas vigentes en el
mals, asegurande 2l misme tiempe, gue <l Supremo Cobierno del Brasil parantice
condiciones igualitarias y la smisién de las licensias y sulorizaciones necesanis,
bajo los principios de neo dissnminacien Y libre acceso reconccides en los
Acucsdos de Complementacién Ecanamica, los Acusrdes de Promocién del
Comercio y de Integracion Energétiza suscritas por Zolivia can dicha Repiblica

Endlese Possibilides
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Apareniements, PETROBRAS y d Mipistena
winas y Enerpia de Brasil estin watanda de estzhlecer que €] Urco camuno pard
ertrar en &l mercado energetcd nrasilers af Taves de acuerdas entrs Gobiamot ¥
aritizands a PETROBRAS cemo vehicua. Si esto fiera yealidad, comiravendria
1adas los comprumises asumides para alcazzar \a inieprasidn regional, basada en
los conceptos de litTe competencia y accesa abieria.

En fuma, ENRON cree qus la decisién del Supremo
Gebierno Boliviane de intervenir ea favor de FETROBAS en lo que setia de oo
modo considerade como wna megociacidn privada comercial & un fema 1 Se¥
reguclia de acuerda a les procedimiental regulatezios existlenies, consTituye ©n
cbsticulo parz el desarrells del secter privado en Balivin ENRON ratifica su
voluntad de apoyar ol Gobiemo de Bolivia en 1o esfuerzos que realizama para
crear condiciones d= equidad y mo discriminacién para und mayar campetentiy,
requiriende de todes los participamtes e 12 indurtria ¢ cumplimiente d= los
musmos mecamismaes regulatorios provisas par ley pan el desarrollo de sus
intersses comersiales. En cualguier caso, ENRON espera que los derechos que e
asigna la Ley, a ellz y a sus empresas afibadas, sean respelados

Con et motive, relemamos 4 ustedes, Sefores
iniswes, las seguridades de nuestra distinguids eansidsrasion.

Jogé Bestard
Vicepresidenie
Enren Sautk Axmerea LLC

ec:  Sefior Ministo de Relaciones Exteriorss y Cuita.
Sefiora Emmbajadora de Bolivia en los BEU de N.A
Sefiora Embajadora de los EEUL. de N.A. ea Bolivia

Endle=zs Pazsibilities

TATAL P.BE

TOTAL P18
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Frams Joe Elchenberger

Ta: DOM13 , COPOE (CETINAT, HURIYANL, SEMANST, SEVERENSA) . . .
Date: 31/22/99 5:25pm
Bubject: Re: Enron Indonesia IPP & MIGA -Reply

on one of Charley's last points: to my knowledge, MIGA has never had a
substancial claim filed.

s35 EX.MAIL,"Sdrianc@worldbank.org” 03722799 03:09pm >

Hot gure it matters, but Enren told Charlay, (the Commerce liaison hera) thak
it
notified of intent via s-mail.

Charley's read-out of the conversation follown:

Enren confirms that on Friday March 19, 1999 they filed a claim (actually
ackified MIGA by email of inteat te...) againat MIGA for 15 million, for
cancellation of Enron's Bast Java IFP in Indonesia. The reascn this claim was
Filsd now is thers was an 18 month expirakbion date against elaims and theiz
original cancellation notice was the Indonesian Presidential Decres (KEPRES
EL-H

in Septesbar 1997 cancelling a number of IFPs which had been in various stages
of development. Enron had to file by Friday or loss thelir right te claim for
political risk insurance.

Enron will be mesting wich MIGA on Tuesday March 213 at MIGA offices to discusa
datails of the next steps (Enron advised that their impressicn is HIGR hasz
iirtle experience in such claima actually being filed and follaowed-up] .

Enron advised that they had last wek informed State Dept. and Commerce Dept.
about this pituation. I strongly urged Enzon to immediately eall the
appropriate officials at Treasury to brief them of tha situvation as they had
dona For State and Commerce. Enron agreed they would right away do B9,

Charley

S CETINATSDOML . DOPOR” <JILL. CETINAStreas.sprint.com= on n3fza, 99 12:50:33 PN

e *Cchristepulos¥Domll  Dopol® <Greg. ChristopulogséMsadl . Do, Treas. Sprint.Com»,
*lappg¥bomll.Dopod® <Gene.ClappeMsil.Do.Treas. Eprint.Com=,
gichenbergeri¥bomll . Dopof® <Joe.EichenbergerdTreas JEprint.Com>,
"HoargtDoml3 .Dopok" <Gay.HoarsMs0l. Do . Treas . Sprink . Coms,
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"FuriyanltDesl3 . DopoB" «<Lyla,FuriyaneTreas.Sprint.Coms,
“Samgerg¥Domll,Dopof® cSteven.SasgereMsdl.Do.Treas.Sprint.Coms,
sSemanst¥Domll,Dopof® <" /G=Truman/S=Semans /Ou=Ma0l/*eTreas.Sprint.Coma»,
*SeverensatDomll . Dopod*® <Alex.Seversnsd@Treas.Sprint.Coms,
nStewartekiDomld,Dopod® <Elizabeth.K.Stewart@™eldl.Do.Treas.Sprint.Coms,

Susan Drianog
[ ={ =5}

Subject: Enron Indonesia IPF & MIGA

Date: 037221599 01:37 pa {Monday)

Fram: Jill Cecina

To: CHREISTOPULOS, CLAFPG, HOARG, SREGERS, SEMANST, SEVERENSA,
EtewartEr, FURIYANL, EX.MAIL.*sdrianc@worldbank.org”,
EICHENAERGERT

Subjest: Enron Indonesis IPP & MIGHR

gusan heard that Enron notified MIGA by phons on Friday of intent to file
a claim for the Indonesian IPP. Enrcn and MIGA are to meab on
wednegday afterncen to discusa.

gusan is in tha process of getting a copy of the original MIGA guarantes
propesal for the project so we know precisely what the scope of MIGA™S
guarantes is.

Susan is meering with MIGA staff now and will inquire where things
atand.

Hore newa to follow. ...
Ji11

»» Lyla Kuriyan 03/22/59 11:38am »3>

Just received a call from Enren. They did file a claim with MIGA last
Friday (supposedly the last day of their 18 menth trigger to £ile a claim
with MIGA)}. They indicated chat this was & very big deal for MIGA ao &
claim has never been filed before, The Enron folks said that cthey have
besn trying to work cut something with GOI since the Presidential decres
{397) which pur power projects cn hold. They weren't sure what the
procass would be going forward, bur will be in discussions with MIGA all
weak (big meeting tomorrew morning) and said they would keep us

updated. Alsc asked that we keap this very close hold, aB the GOI
dosgn't know about this yvet (they have also told State, Commercs and

the Embassy). Supposedly they are sending a letter to us, which I will
fax ko all of you when I receive it.

»»> Jill Cetina 03/19/99 05:34pm >>>
Haven't heard anything about Enron filling a claim with MIGA -- would be
a very big deal -- first call on a MIGR guarantee. Lat me discuss with

cusED [(b)(S)]
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=»» OGreg Christopulos 03/1%/93% 05.:05pm »o>

I just heard from the State Indon desk (Virginia Murray] that Enron is filing
& clalm with MIGA to get cospensation for an IPP project which the SOI
cancaled lLast year.

Enren has told Virginia they have been trying to Work out a deal with the
goI for the last 18 mos or 8o with no success. She thinks this claim will
probably come as & surprise to GOI at the sama time they get 4 lebtber
fram US senators complaining about the treatment of IFFs and the US
abstaine on an ADB elec aactar loan.

I don't have any further details on this project or the claim yet. [(b)(5)]

=t ] DOML 3, DOFOS [CHRISTOPULOS, CLAFPG, HOAG, SAEGERI, ...
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Fromi Lyla Kuriyan

Tou CHRISTOPULOS, CLAPPG, EICHENBERGERT, HOARG, SEMANS...
Datet 3722799 4:16pm
Bubject: Enron Indonesia IPP & MIGA -Reply

more about Enren...again, very cleose hold:

Enrcn's Country Manager for Indonesia, Brian Corbin, ecalled the Embassy to
digecuss the claim process. According te Corbim, Eoren took cub 515m in MHIGA
pelicical risk insurance coverage to protect its equity contribution in the
Fasurvan Power Project. Anthony Salim and Suharto's son Bambang Trihatmodio
are Enron's partners in the gas-fired plant located in Eamt Java. Corbin
believes that Enrcno has a strong case and interprets the presidsntial decision
chat postponsd the Pasuruan Project as 100% poliktical. Corbin sid that Enron
has put in far more equity than its claim and will claim the full amcunt from
MIGHA.

Corbin said that Enron and MIGA will meet tomorrow to talk about the process
goeing forward. MIGA will then open discussicns with the G0I. MIGA has a
relnsurance agreement with the GOI and it will try to recover the 515m from
them. Corbin believed that MIGA will use the full six months allotted ko
investigate Enron's claim. Corbin alse predicted that MIGA will unsuccessfully
seek to reach a cospromige. The only compromiee acceptable to Enron is to
relnstate the project, which is unacceptable to GOI.

=@» Jill Cetina 03/22/99 01:37pe =

Eusan heard that Enron notified MIGR by phone on Friday of intent to file a
claim for the Indonesian IPP. Enron and HIGA are to meet on Wednesday
afternoon to discuss.

Susan is in the process of getting a copy of the original MIGA guarantes
proposal for the project so we know precisely what the scope of MIGA's
gquarantes is.

Susan is meeting with MIGA staff now and will inguire where things stand.
HMore nows to follew....
Jill

s»5 Lyla Kuriyan 03722799 11:3Bam »>>

Just received a call from Enron. They did file a claim with MIGR last Friday
tsupporedly the last day of their 18 month trigger to file a claim with MIGR) .
They indicated that this was a very big deal for MIGA as a claim has never
been filed before. The Enron folks amid that they have beén trying to work
cut something with GOT since the Preaidential decree (397) which put power
projects on hold, They weren't sure what the process would be going forward,
but will be in discussions with MIGA all week (big mesting eemerrew morning)
and said chey would keep us updated, Alss asked thar we keep this very cloge
hold, as the G0I doesn't know about this yet (they have also told State,
Commarce and the Bmbassy). Supposedly they are sending a leckter to us, which
I will fax to all of you when I receive it.

»»>» Jill Cetipna 03/13/%9 05:34pm =w»m
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Haven't heard anything about Enren filling a claim with MIGA -- would Be &
vary big deal -- first call om a MIGA guarantos. Lat me discuss with OUSED

[{B)(5)]

»x» Greg Christopulos 03/19/%9 05:05pm »am

I just heard from the State Indon desk [Virginia Murray] that Enron is Eiling
a claim with MIGA to get compensation for an IPP project which the GOT
canceled last year,

Enron has told Virginia they have been trying to work out a deal with the oI
for the last 18 mos or so with ne suecess. She thinks this claism will probably
come &5 & SUrprise to GOI at the pams time they get a letter from US gsenators
complaining about the treatment of IPPs and the US abatains on an ADB elec
pECtor loan.

1 dou't have any further details on this project or the claim yer. [(b)(5)]
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From: Jill Cetina

T CHRISTOPULOS, CLAPPG, HOMRG, SAEGERS, SEMANST, SEV...
Date; 3/22/5%% 1:37pm
Subject: Enron Indonesia IFP & MIGA

Susan heard that Enron notified MIGA by phone on Friday of intent o file a
claim for the Indonesian IPP. Enron and MIGA are to meet on Wednesday
afternoon to discuss,

Sugan is in the process of getting a copy of the original MIGA Fuarantes
proposal for the project so we know precisely what the scocpe of MIGA's
guarantee ims,

Susan is meeting with MIGA staff now and will inquire where things stand.
More news to follow.,..
Jill

»r» Lyla Kuriyan 03/22/5% 1l:38am >3»

Just received a call from Enron. They did file a claim with MIGA last Priday
(supposedly the last day of their 18 month trigger to file a claim with MIGA].
They indicated that this was a very big deal for MIGA as a claim has never
been filed before. The Enron folks said that they have bean Erying to work
cut something with GOI since the Presidential decree (397) which put power
prejects on hold. They weren't sure what the process would ba going forwazd,
but will be in discussions with MIGA all week (big meating tomorrow morning)
and said they would keep us updated. Also asked that we keep thig very closes
held, as the GOI doesn’t know about this yet (they have also eold State,
Commérce and the Embassy), Supposedly they are sending a letter to us, which
I will fax to all of you whan I receive it,

=x> Jill Cetina 03/19/99 05:34pm »3>
Haven't heard anything about Bnzron filling a claim with MIGA -- would be a
very big deal -- first call on a MIGA quarantee. Lat ma discuns with OUSED

[(B)(3]

»>»» Greg Christopulos 03/19/99 0S:05pm »>»>»

I just heard from the State Indon desk (Virginia Murray] that Enron is filing
a claim with MIGA to get compensation for an IPF project which the GOI
cancelad last year.

Enron has told Virginia they have been trying to work out a deal with the GOI
for the last 18 mos or so with no succesa. She thinks this claim will prokably
comé as a surprise to GOI at the same time they get a letter from US senators
complaining about the treatment of IPPs and tha US abaeains on an ADB alec
Bector loan.

I den't have any further details on this project or the claim yet. [(B) S]]
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From: Lyla Furiyan

To: Doml3 . DOPOR (CHRISTOPULOS, CLAPPG, HOARG, SEMANST, ...
Data: 3/22/99% 11:38am
Bubjsct: Enron Indon IPP & MIGA -Reply -Reply

Just received a call from Enron. They did file a claim with MIGA last Friday
{supposedly the last day of their 18 month trigger to file a claim with MIGAH).
They indicated that this was a very big deal for MIGA as a claim has never
been filed bafore. The Enron folks said that they have been trying to work
cut gomething with GOI since the Presidential decree (357) which put power
prejects on hold. They weren't sure what the process would ba going forward,
but will be in discussicns with MIGA all week [big meeting tomorrow morning)
and said they would keep us updated. Also apked that we kesp this very cloee
bold, as the G0l doesn't koow about this yet [they have also told State,
Commerce and Che Embasay). Suppossdly they are sending a letter to us, which
I will fax to all of you whan I receive it.

=x» Jill Cetina 03719/99 0S5:34pm >35>
Haven't heard anything about Enran £illing a claim with MIGA -- would be a
vary big deal -- first call on a MIGA guarantes, Let me discuss with OUSED

[{b)}5)]

>»> Oreg Christopulos 03/19/99 05:05pm =ax

I just heard from the State Indon desk (Virginia Murray) that Enron is Eiling
& claim with MIGA to get compensation for an IFP project which the GOI
canceled last year,

Enrcn has told Virginia they have been trying to work cut a deal with the GOI
for the last 18 mos or so with no succeas. Ehe thinks this claim will probably
come as & surpriss To GOI at the same time they get a letter from US senators
complaining about the treatment of IPPe and the US abatains on an ADB ealen
gacbor loan.

I don'c have any further details on this project or the claim yet, [(b)(5)]
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From: Jill Cetina

Tan CHRISTOPULOS, CLAPPG, HOARR, SAEGERS, SEMAMET. SEV...
Date: 3/22799 1:37pm
Bubqesk: Enron Indonesia IPF & MIGA

Susan heard that Enron notified MIGA by phone sn Priday of intent te file a
claim for the Indonesian IPP. Enron and MIGA are to meet on Wednesday
afternoon to discusa.

Susan is in the process of getking a copy of tha original MTGA guarantes
proposal for the project so we know precisely what the scope of MIGA's
guarantes ig,

Susan is meeting with MIGA staff now and will inguire where things stand.
More news to follow., ...
Ji1l

#x» Lyla Kuriyan 03/22/99 11i:3Bam »»>»

Just received a call from Enron. They did file a claim with MIGA last Friday
{supposedly the last day of their 18 month trigger to file a claim with MIGA) .
They indicated that this was a very big deal for MIGA ap a claim has never
been filed before. The Enron folks said that they have besn trying to work
out something with GOI since the Presidential decree (357) which put power
projects on hold. They weren't sure what the process would be going forward,
but will be in discussions with MIGA all week (big meeting tomorrow morning)
and said they would kesp us updated. Also asked that we keap this very close
hold, as the GOI doesn't know about this yet (they have also told State,
Commerce and the Embassy}. Supposedly they are sending a letter to um, which
I will fax to all of you when I receive it.

x> Jill Cetina 03/15/99 05:34pm >»»
Haven't heard anything about Enron filling & claim with MIGA -- would be a
very big deal -- first call on a MIGA guarantes. Lat me discuss with OUSESD

[(b)(5)]

»»> Greg Christopulos 03/19/99 05:05pm =»>

I just heard from the State Indon desk (Virginia Murray) that Enren is filing
a claim with MIGA to get compensation for an IPF project which che Gl
canceled last year.

Enron has told Virginia they have been trying to work out a deal with the GOI
for the last 18 mos or so with no success. She thinks this claim will probably
COomE A8 A surprise te GOI at the same time they get & letter from US genators
complaining about the treatment of IPPs and the US abstains on an ADS elec
sector loan.

I don't have any further details on this project or the claim yet. [(B)(5]]
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Fros: Margaret Huhlow

Ta: CLAPPG

Daka: 9/25/58 2:11pm

Aubject: IDB Lesan £2 Gam Company in Argentina -Reply
[(B)(5)]

»»» Gene Clapp 09/25/98 0l:32pm 22>
Sara asked me to glve you a heads up on a loan that is coming up in ths IDB

Board next week.

It ia a §75m A loan/5300m B loan for an Argentine gas transmission company
(T35} . The company has half of the transmission facilities in the country as
a resule of the privacization of the 508 that formerly controlled the whole
eystem, TGS is controlled by a partnership arrange=ent that is owned by Enzon
and the 3rd largest cospany in Argencina on a 50/50 basis. 'The loan is to
help finance a portion of & 51.4 bn investment program that will cake place
ovar 19%38-2002.

The funds are not linked to any specific project, since the details of the
investment program have not besn worked ocut as yet. Rather, it is billed by
the IDB am a “corporate [inance transaction®. The main objective is to lower
the coat of fundas ta TGS. This will result from the bonds that are to be
placed privately receiving a higher, invest=ant-geads racing by virtus of the
IDA's invoelvemant.

[(b)(S)]

HbHEH  but will geat back to
In the meantims, if you ave any views, please let us know.

oo hurley], paulscns, semanat, stewartek, walshh
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MEMORANDUM FOR DEPUTY ASSISTANT SECRETARY SCHUERCH
FROM: Joseph B. Eichenberger

Drirector

Office of Multilateral Development Banks

SUBJECT: Argentina: [DB financing for Transportadora de Gas del Sur 5.A,
[{B)(3)]
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Stewart, Elizabeth K. e J&'q-&_
From: Paulson, Sara 'BJ!
Sant: Tus=aday, Eapl:mt-lri"ﬁ 2001 1224 PM
To: % Stewart, Elizabeth K.
Subject: mig today at 1:30 pm
Importance: High
Just faund this.
——Original Message——
Fram: Kosmides, lvy
Sank: Tusestary, 5mtEn'hH'15 2001 1208 PM
Tos Sckwserch, Willam; Paulson, Sara; Demopulos, Absgal
Cez Shewen
Erenn mig tockey ab 1230 pm

| just spoke to Mr. Hardy of ENRON regarding the rreting agenda for today.

|sswe
Hardy waould like Traasury assistance (o urgn IFC to defend i the DR
Dormicana Electric (100% SOE) CDE is runnang amears to IPPs including EMRCN (iotal DR
afrears close 1o 51

« Bond mbmwugﬁ guarantee will be called in December if action nol laken
Background

[(b)(5)]
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From: Meg Dencrvan

Ta: StewadER
Dt 47270 B-08pm
Subject: DR Power Secior - Danga

Elizabeth: | remember you asked ma 10 koep you posbed on iha barge in the DR!

Chears,
Miag

108 power generator instaled in Boca Checa

The govemment received yesberday the 105 megawatl power barge that
will b provisionally installed in AndrEs, Boca Chica. RadhamEs Segura
said ihat the plant will 5000 ba connecled 10 the sysbam and will

pravide relief from power cutages. An extraordinanly increass in

power dermand, due 1o the booming economy, and the sgeng of ower
planis have resulled in powar deficits which tramslabe inbo blackouts
naiomaie.

[(b)5)]
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Froam: Meg Donovan

Tao: SlewarlER
Db 31 500 104 pm
Subject: Barge
Elzabeth:

re; the barge, evidently it is supposed Lo armive by Apnl (ses toxl which fallows) and be cparationsl “shodtly thereafier™ If | ses
anything eise ' make sun | fanwand 0.

Best,
Meg

DRi

A 105 magawalt genarator bangs will dock in he por of Boca Checa m thie beginning of Aprl, The piant is expecied (o oo on lins
shortty after, contributing lo reduce blackouts in the DR. The announcerment was made n Singapore by Temastockes Montlls,
Technical Secretary of the Presidency, who is acoompanying President Leonel Feméindez on his Asian four. He explained that
the barge, property of Westamn Energy, has 8 cost of LISSE0 milion, Hs instalation will nol cost the Dominican state, as it wil
derive its profits from sale of enargy to whoover will purchase this. The cwner of Wesiem Energy, Mr, Data Joseph Chong, &
Malaysian businessman, had visited President FemBndez in Santo Domingo. Montis announced in Singapors, that the barge is
o of twa that will come. Anather is expected bo amive in July.
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From: Mexg Donovan

Ta: Ex.Mail TCrawlord@wWoridBank org”), CHRISTOPULOS
Daats: 31300 53 1pm
Subject: DR privalzation prower progec]. -Reply -Reply -Reply

Jiss! §o close the loop, | thought I'd update everyone on Todd's conversation with Draalia’s staff (WB)-

[(e)S)]

»>> Greg Christopulos 0311 3/00 05:22pm >»>
Todd- We have no issue with the GON, but thess ane the paints we want 1o raise with the DR

[(B)(3)]

ce: DOM13 DOPOB(CLAPPG, StewartEK). DOM3, DOPOG(SAMPLIN...
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From: e Kot SO e

Date: 21000 T43pm
Subject; DR Elactricity A
DR repodt....

Elizabath — | actually had Balewart on there instead of you [must have been suprised 1o lsam so much aboud the DRI

E fr

Lurgi Lejes Bischoff of Garmany and Acres indemational and Imerieck Consulting. of Canada, will work tagether bo install a
generator that uses garbage &s fusl, Bs reporied in El Casibe newspaper. During & press conference in Santo Domingo. engineer
Padra Robiou, serving as spokesman for the companies and Roberte Castilo Ti_, technical secratary of the Municipality of Sanio
Domingo, annownced that USS200 millicn will be invested in the 102-megawatt power plant. The plant will be fod garhage
seleciad fnom the Duguesa landfill, where mest of the garbage generated by Santo Dominga residents is durmped. The plant
should be ready for operation in wo monihs.

00500000001172



From: Mg Donawvan

Ta: DRPower
Date: 00 2:00pm
Subject: Secior Update
hona bad news for Enren?

BR1

Linien Fenoss anncunces 190 megawats roady for May

Unian Fanosa, fhe Spanish mather company of Edenorte and Edesur, two power distributors, announced that its Paiamara and La
Vega diesel-powensd themmal central unils would enled inte opeqaton in May. The company ummu_-l it has Invested USE120
méllion in the construction of the power generators and that its entire production will be soid to its affiliales. The Palamara und is
locabed in the South and will have capacty 1o produce 102.5 megawalts, serving an ostimated 242,000 dients. The La Vega
contral will have capacity for 87,5 megawatts, and wil supply power 10 286,000 clhents.
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From: Meg Ciencvan

Ta: CLAPPG, CHRISTOPULOS, StewarSk, DOMNI DOPOE SAMPLI...

Date: 21 B0 4-38pm

Subjoct: DR Power Sacior

Fri:

HEEEu Enron said this moming that the only thing that got the gevemment’s aflenfion was the abdily o
prosdutenni. Hh}{ﬁ}]

Local Madia

A 105 megawatl genorator barge wil dock in tha port of Boca Chica in the beginning of Apnl. The plant is sxpected 10 go on line
shorly afler, contributing to reduce blackouts in the DR. The announcement was mads in Singapore by Temastocies Manilia,
Techrical Sacratary of the Presidency, who |8 accompanying President Leonsal FernGndez on his Asian lowr, He explaned thatl
the barga, property of Western Energy, has a cost of US$60 milion. Its installation will not cost the Dominican stale, s it wil
derive ds profits from sale of energy to whoever will purchase this, The owner of Weslam Enangy, Mr. Dato Joseph Chong, a
Malaysian businessman, had visited Pragident Feriindez in Santo Domingo. Montks announced o Singapore, thai the barnpe i
ane of bao that will come, Another is expacted 1o amoe in July,
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From: Meg Donowvan

Ta: &x.mail “clemantsga2 @state. gov®, &x.mail. ‘windsoe. ..
Dato: 218000 12:25pm
Subjoct: Read out from Enron Meeting (2/18)

A profiminary reac-out from this moming's meeting wilh David Shislds of Enron (IPP Dispules in the DR) is aftached. Fleasa nots,
this has not cleared infemally yal — Treasury reciplents pléase réviseicormect 88 nacessary — but i should give you & bil of contaxd
for ihis afternoon’s Sisie mesting with Enrea.

Wa'd appreciate any darificaion you might be sblo lo provide us, o youf thoughls a3 1o the Enon cass.

Tharks,
Meg

CC: CHRISTOPULOS, DOM3 DOPOE SAMPLINERG, CLAPPG, Stewa,.,
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Firm: Greg C

hristopulos
T BLOOMGARDEMND, CLAPPG, DONOWVANM, LUNDSAGERM, Schuer...

Db 1172389 10:51am
Subject: RE: DR Power Project <Reply <Reply

[(e)S)]

sxs g mal "BRUCE)Eiadboong”™ 112380 0fcdlam 2o
[(B)(5)]

e DNl MEssage—

From: David BlomgandenZdo reas. gov

[madto-David Bloomgardengdo.ireas. gowv]

Sent: Monday, November 22, 1868 554 PM

To: Greg.Chrislopulosifido treas.gov: William Schuerch@da, treas.gav,
BRUCE)@iadb.org, WE-lcrawfor@iadb.org

G david bloomgandendo. treas.gav, mmmwumwr
gay.siisSdo.treas.gov; greg.christopulesdo.ireas.gov; LARRYHBadb.0rg;
margarel kuhiowi@do. treas.goy, meg.dongvanZda. reas. gov,

mag lundsageni@do treas. gov, WE-EWeavenDiadb.org; WE-Jmazur) @iadb.ong;
wiliam . schusrchiiido. ireas. gov

Subject; Re: DR Power Project -Reply

Datec 11/22M4569 0548 pm (Menday)
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From: Duwid Bloamgardan
To: Dom13.DOPOS(CHRISTOPULOS, Schusnch\W),
ox. mail"WB- tcrawion@)indb org”, "BRUCE.)@iadb.org”)

0 e il david blsamganden®, "elizabeth k slewart®, “gany. sills®,

“greg.chrisbopules™, "LARRYHEiadb.org", "marnganed, kuhlow”,
“mag.donowan”, “mag.lundsager”, “WEB-EWeaverFisdb org”,
SAB-Jmazur)Bisdb.org®, “williarm schuerch™),

Subject Re: DR Power Projact -Reply

[(e)(3)

= . el WWE-lorawonDisdb org™ 1111599 10:51am ===
Krisfin Madison, Sanats Forsign Relalions Commities siaff,

called m

@ few days back o ask why tha World Bank was opposing the

Cogentrix project

(80 of. “where doss Bwe World Bark get of telling the IDE8 what

o da).

I've explained fo her that the Wordd Bank believes thad the project

in

inconsistont with needod meforms in the power secior and Ehat it

00500000001190



[(b)(5)]
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[{B)(5)]

00500000001192



[(B)(3)]

Hops this helps. | indersiand thal Freeman will be mesting
Treasisny
folks a1 2 prn on Monday, | think 'va been invited, but &m nof
sung | can
atiand &8 | have an Audil Commiliae mealing hsn on S Bank's
nbernal
controbs ol the same tma.

Todd
From: Bruce JubalDE-HONDEEWADE on 1117789 01:29
FM i

To:  Willlam
SchusrchiifWilliam Schuerch@Do, Treas. Gov@Smip@Eiadh,
Bioomgarden @ David BioomgardenfDo. Treas Gowi Smipiladb, Greg
ChristopulasflGreg. Christopuloaf@Do. Treas Govil SmipiElads

e Lawmnce Harfinglonidb-Hy/ldb@iladb, Todd W,

Crwwford Eds

Subject DR Powsr Project
[(b)(5)]
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[(B)(5)]

Mir. Toyoda naw advises me that the Board date has slipped
1]

December 13, This office has had no role in the slippage.

CcC: o, mail, "slizabeth k. slewart”, exmal "gay.sills"...
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Fros: Elizsbeth K. Ftewart

To Domld . POPCHE (DLODMGARDEND, CHRISTOFULOS, CLAPME. MC...
Date; 113397 13 144pa
Bubjects OR Mesting -Reply -Reply

Enron DT reports that the $130m in arrears has arisen because in June, as part of the privatizaticn process, the
Oovermment stopped it's lesg-standing subsidy to CDE - which amsunted to about §5n a week. CDE thus kad fo mone)® to pay
the IPFa, lnron reports that all IPPs were treated the same amd wiswa thes issus an ons of "transitional pelvacisatica®.,
Enron comments Bhat peing forvard, budget allocation needs to be mads to pay privatized distribution cospanles for GoOR
power consusption |(Enron estimates to be about 3% percent, for which reportedly dsOR did not pay in the past).

[(BX}S)]

»»» Meg Donovan 11/21/99 11:38am see
Greg Chelstopulos asked ma to phone the Esbassy for & resd out om Fridsy's masting with tha IFPa at ths Presldesicial
Palacs .

[(B)(S)]

3> Gepe Clapp 1L/19799 O5iBPpm 3>
FYI: BEriefing memo attached
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November 19, 1999

MEMORANDUM FOR DEPUTY ASSISTANT SECRETARY SCHUERCH

FROM:

SUBJECT:

Date and Time:

PARTICIPANTS:

Treasury:

Cogentrix:

BACKGROUND:

[(B)(5)]

Sara Paulson
Acting Director
Office of Multilateral Development Banks

Briefing for Your Meeting with Cogentrix

Monday, November 22, 1999, at 2:0d pm

DAS Schuerch

Gene Clapp, DB
Elizabeth Stewart, IDB
Greg Christopulos, ITI
Meg Donovan, INL
Wes McGrew, INL
Gary Sampliner, GC

Mark Miller, President & COO
Yamin Afshar
Bill Boardman, Sen. Advisor to CEO
Steven Doyon, VP for Business Dev.
Jef Freeman. VP for Corp Communications
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[(bX3)]
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[(B)}S)]
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From: Elizabath K. Stewart
Ta: Dom 13 DOPOABLOOMGARDEND, CHRISTOPULOS, CLAPPG, MC...
Subject: DR Mesting -Reply -Reply

Enron DG reports that the $130m in armears has ardsen bacaiiss in June, a3 part of the privatizalion process, the Govemment
stopped it's long-standing subsidy to CDE - which amounted o about $5m a week. CDE thus had no money to pay the IFPs.
Enron reports thal ol [PPs ware reated the same and views the issus a3 ona of “transitional privatization™.

Enron comments that going forward, budget allocation needs to be mada o pay privalized distibution companies for GoDR powear
consumption (Enron estimates io be aboul 25 percent, for which reportedly GoDR did not pay in the past).

[{B)(=)]

=22 hlag Donovan 112280 11:36am >>>
Greg Clwistopulos asked me to phone the Embassy for a read cul on Friday's meating with the IPPs al the Presidential Palace.

[{b)(5)]

== Gana Clapp 1119599 05:58pm ===
F¥1: Birigfing memd anschsd
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Fram: Grag Chrislopulos

T Dom13.00POS[CLAPPG), MOGREWW
Duate: 11/19/89 11:33am
Subject: Update on IPP disputes in the DR -Reply -Reply -Reply -Reply

Mog sent the post a copy of our e-mails and | sent State o copy of the lettar. They are following up.
2 Was McGrow 11115858 11, 30@m »wm

[(b)S)]

should greg of meg check with state on what the GODR's positian 187

m== Grag Christepules 11M5/50 10:04am ===
The projected LADE Board dabe s Dec 5.

[(b)(5)]

=30 Wes MeGrew 1171850 06:31pm ===
thanks, greg. 8 few guastions

()
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[(B)(5]]

[ &= b= Diemi 1 3. DOPOBDONOVANM, SILLSG), DOMI. DOPOESAMPLINE ..
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