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By JO3SEPH EAHH

WASHINGTON, Jan. 13 -- Clinten administratlon officials pressed paliticlans,
ueilities and energy providers today to agres on a compremise plan to énd the
eleckricity orisis that has left California; the nation's most populous and
richest stakte, on the brink of darkness.

¥With Gowv. Gray Davias and California lawmakers participating by satellite
link, Treasury Secretacry lawrence M. Summers presided over an afterncon
negotiating session here that participants sald ailmed to keep the state's main
utilities financlially solwvent while arranging long-term supplies of powsr to



address critical shortages.

Participants salid teams of negotiators had worked ocut compromise proposals to
ralieve the enecrgy crisis by esarlier today, potentially allowing the governeor
and power companlies to reach a final agrsement scon. But some participants in
the talks warned that negotiationa could continue through the weekend.

*'1 don't think any of us expect to get to the findish line tonight,'' Gene
Specling, dirsctor of the National Econesmic Counsil, toeld reporters gathered at
the Energy Department for the talka.

'] expect ud to have conbinued work over the weekend and ever the halliday, "'
Mt., Sperling said.

The goal of the talks was to smash through the logjam that has paralyzed
California's power industry after partial deregulation in 19%6. Amid severe
shortages, the PGSE Corporation and Edison Internmational; the state's major
utilities, are paying far more to buy power than they are allowed to charge
consumera to uvse it. They face 512 billion in debt and posalble bankrupecy.

The situation became critical last week when a storm reduced power production
and increased demand to the extent that officlalas warned that it might be
necessary to shut off power te parts of the state. Any intentional blackouts
would have beesn the first ln California sinee milltary efficlals ordered
lighta-sut te deny Japanese bombers sasy nighttime tacgets during Werld War II1.

Because of the electrieity shertage and che financial teoubles of utilicies,
sut=of=state companies that sell power to Callifernia are charglng exorbitant
prices on the spot market for immediate delivery., Utilities say they cannot
afford te buy power at those prices becauss under the derequlation law they
cannat pasa the increassad coata on ©o Conaumers.

The state has accused power producers of price gouging. The producecs =ay
that California's problems are home-grown and that the prices reflect widespread
shortagea and feara that the state's utilities could collapse without paying
thels debts.

Bringing the negotiations to a successful cenclusieon is tricky, participants
sald, Mr. Davis will inevitably be faced with delicate pelitical choices. On the
ena hand, he mest work te lift the threat of power outages. On the other,
California residents and businesses will ultimately bear the burden of any
solution, pechaps by paying twice as much for elecktricity as they de new.

Cansumers groups are fighting any agresment that would result in
substantially higher electricity prices. They argue that the sut-of-state
producers have already poecketed a windfall from the state's power crisis and
that residents should not pay more to help them profit mare.

Clinton administration cfficials said the federal government had no direct
cole in the matter. But the fipancial health of multibilliopn-dollar utilities
and the threat of power shortages in the nation's technology center have caised
concerns that California's problems could rattle the pnatiopal economy, which
already shows signs of slowing.

Mr. Summecs, Mr. Sperling and other senicr officlals involved are helping to
broker a cospromlise and to put pressure on both the power producers and the
politiclans to reach a settlement, adminlstrabtion officlals sald.

Mr. Davis, aleng with the governors of neighboring Oregon and Washington,
have argued that the federal governsent should impese a price cap on wholesale
powWer te reln in the velatlle spat market.

Energy Secretary Bill Richardson said he favored a price cap. But chat option
was rejected by the Federal Energy Regulatory Commission, an agency that
regulates electricity sales between states.



Under one possible compromise; the astate would arrange long-term contracts to
buy electricikty on the wholesale market at fixed prices far below today's spot
price, The state would then pass that powsr on to utilities to distribute to
CORSUMeDS .

Both utilitiss and powesr generators consider that ildea workable, pacticlpanta
sald. Ucdlicies would ke assured of recouping thelr costs under the plan, while
generators would agree to sell power In coming years at prices well above those
that prevailed a year age, though far belew panis pelees today,

Cne sutscanding ilssue i8 the length of cthese purchase contracta. Powsr
gehetators hawve pushed for the contracts te last up te 13 years. The stabte would
prefer that they extend for only a few years.

Hegobtiators have also considered a plan that would allow Ehe ubilicies
themselves to enkter long-term contracts, participants said. Power genecators
would have to agree to allow the untilities to suspend debt payments for a grace
peciod while they repair their finances.

California's Energy Future Looks Dim; Problems Brought on by
Deregulation Plan Defy Easy Selutiona
The Washington Post via Dow Jones
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OS5 RHGELEE, Jan. 13 -- Afcer months of warnings, threata and hand-wreinging
about power shortages in the countey's rclchest and most populous state,
Californians this week finally came face to face with darckness.

As a huge winter storm sent demand for electricity cutatripping supply aleng
the West Coast, operateors of the state's power grid declared a Stage Three
emergency Thursday, which meant that electrlcity reserves had fallen sc low that
the firat mandatory statewide blackouts aince World War II were immipent. The
crisia woraened when the Sap Diable nuclear plant idled its twin reacters for
fear that kelp tosased by high waves could bleck the plant's water-ceoeling intake
plpes.

The atate narrowly averted turning off the lighta for milliona late Thursday
== at rush hour, during a severs aterm =-- after Gov. Gray Davis (D} get en the
telephone to beg for electricity from power providers in the Paclfie Herthwest
and Canada. The storm was just the latest blow to California's two largest
electrie utilities, which have besn pushed close te bankruptey by thele
inability to pams on much higher wholesale power prices.

The system—wide meltdown brought about by a poorly executed deregulation plan
defies easy solutions. The problema are soc dire that in Washington today, Gene
Sperling. director of the Hational Econemic Council, aleng with Treasucy
Secretary Lawpence H. Summecs and other administratlion economic officlals, held
emergency talks via teleconferesnce with Dawvils, California snergy authorities and
company officials.

During the seven-hour conference, a new proposal by Davis was considered in
which the scate would purchase powsr, prefsrably at faverable terms, to sell to
the utiliciea. Davis hepes to announces the plan by Tusaday moening, 9perling
aaid, "I'm hopeful we'll have a deal as scon as humanly poasible," added James
J. Hoecker, chairman of the Pederal Energy Regulatery Commission (FERC).

With each new dire warning of power blackeoukbs or utility bankrupteies, the
consequences of Califoernia’s energy gquagmire, for the state, the Weat and ewven
the nation, are becoming more obvious and extreme.



This week, Zilicon Valley manufacturers warpned Davis that the astate had better
gqet its anergy aupply in order; or they would look to mowve their cperations. The
head of Intel Corp. declared that the unreliability of power in California means
that the company would build its new mapufacturing facilities out of state.

"This snergy crlals 1a prebably the mest crlitical issus Silicon Valley haa
faced in last the 30 years,” aald Carl Guardine, president of the 3ilicon Vallay
Manufacturers Group, a powsrful assoclatlion composed of 190 of the largest
companies in the high-tech corrider.

Mogt gldes agres that the cantral problem in Califsrnla 1s that it snly
partially deregqulated its enscgy markets in 19%6. The stabe allowed power
generators b operate fresly, charging whatewver the wholesale market will bear
for their electrons, but it kept in place retail price capa for the ueility
companies that buy the power and deliver it to homeés and businesses.

This has pushed two of the state's largest utilities == Southern California
Edison and Pacific Gas & Electric -- to the brink of bankruptcy.

The two wtilities say they have accumulated some 512 billlonm in uncompensated
costs because of the high prices they are paying for wholesale electricity from
the power generators. Wall Screet has threatened to slash their credit ratings,
making it harder for them te borrow the meney they need to buy powsr. The
utllitles are sesking rate incieases to sage thelr debt, but the governor and
California energy officials are loacth te ses ratepayers hit with bills chat
eould double or Eeiple.

If the state resorts te relling blacksuts, lt risks undermining a still-streng
ecanamy .

"There 18 a ripple gffece eEhat could bea & tidal wave Iln California,™ Guardimo
said.

If a computer chip manufacturing plant suddenly loses power;, Guardino said;
the assembly lines grind te a halt, Ehe product is potentially loat, the line
must be retooled, a process that can take days. Orders are not mety stock prlices
can tumble.

Energy i3 ao vital ko the many glant tech companlies headguartered in Silicon
Valley that even a ocne-day power outage, such as the one that occeurred last
June, can cost as much as 5100 millien.

If tha atate bails out ita twa biggest ucility companies, ar lets tham kaep
calaing rates for electrieity, it risks the wrath of consumers who already
believe thelr energy costs are tes high and whe, according te polls, are seill
gquestioning the severity of the crisis. In 3an Diego last summer, consumer rates
rose 3100 percent when they were lefe o the whima of the open market.

A= California's crisis deepens, states across the West are nervously watching.
The Pacific Hocthwest, in particular, i= apprehensive because consumers and
industriea there are already facing higher energy costs because of California's
needs, Electricity consumers in Oregon and Washington have already been pressed
to reduce thelr power use by 10 percent,

On Friday, the governors of Cregon, Washington and California est in
Sacramente to provide a united fromt and to reaffirm that they are all In thia
mesg together.

Traditienally, Califernia utilities ship power neeth te Oregon and Washingten
in the winter and take the power back during the sumser to run California‘s alr
conditlianers.

Bue pot this year,

Washington Gowv. Gary Locke (D) said chat light snow and rain have dropped
water levels in the Pacific Horthwest, raising concerns that the region's



netwoek of hydroelectric dams might not be able to produce encugh powers for
their own needs, let alone Californian's.

"We have very low water," Locke warned, "and we'rs concerned about our ability
to have snough energy in the spring. We don't know if we can ship enesrgy down
|[te California)l in the aummer.®

Western governoes will meet Feb, & In Portland at an enscgy conference to
address the rsgion's powsr problems, and Oregon Gov., John Hiczhaber [D)
expresged hia hope that the criata “will not descend inco partisanm bickering.®
The thres Weat Coast governsra are Demasrats. The governsrs of the other wastarn
states are Republicans.

Davis said the West Coast governors are united and that tﬂqt[hﬂl‘ ehey wWill
press the FERC to agree to place price caps on wholesalé snérgy costs.

"He need a timeout,”™ Davis said, "for our markets to stabilize." The
California gowvernor, who said the state will continue at least temporarcily to
buy electricity for the utllities, noted that he Is not against wholesale enecgy
providers making a proflt, "but not at cost of our economy.®

Yot the FERC has resisted firm price caps for wholesale power, and its
position may be hardened by the incoming Bush admimistratien, which will appoint
new members to the commlssion.

The situacion is further complicated by che fast that many of che snergy
producears == whom Davis has called “piracea™ and *maraudera™ =-- age
Houston-based companles such as Rellant Energy Ine. and Dynery Ine. Many are
waiting te ses Lf Buah, a former oilman from Texas, will smack the incdustry with
price caps.

Fotr months, 48 the electrical supply-and-desmand predicasment has grown wotse,
California hazs relied on dezperate patchwork moves to avoid a power meltdouwn.

It has declared neveral dozen statewlide emergencies of varying degrees to urge
consumers to conserve more power, but that has pot been much help. A blackout,
soma authorlties say, might be the only step that could seize the public's
attentlion and force it to change its energy-inefficient habits. Yet there ate
guestions about how much more efficlent Lt can be. Davis pointa out that the
state ranks among the most energy efficlent on a per caplta baals,

California®s Public Utility Commission alse recently approved a limited
emargency rate increaze of 5 parceant te 15 parcent. Meanwhila, the state has
persuaded federal energy officiala te excend an unusual emergency order, thres
times, that requires power suppliers arocund the countery to sell surplus
electriciky to the state's beleaguered utilities even though they have poor
credie.

But there is a growing consensus that the state may be out of miracles. And
that no way out of the energy morass will be guick, painless or cheap-:
Eventually, the utilities; ratepayers; energy providers and taxpayers will
likely be given the bill.

*There is no doubt that lt is going to be very, very expsnsive to dig us out
of this hole,™ sald Carl Woed, a member of the Public Utility Commiasicon.

The state's next challenge iz the threatened stoppage of deliveries of natural
gas, which heats homes and fuels electricity generation, One supplier has
stopped delivering gas te Pacific Gas & Electrie, and it says another supplisr
will eut off che flaw next week because of concerns It wen't be pald. Taday,
Davia asked Energy Secretary Bill Rlchardson te use fedoral smergency poWwers to
keep the gas Elewing.

To Davis and obher stace lta-::u:rs, L‘h'pbﬂil'lg pore imediate rate lncreaseEs on
California consiisers i ot of the ql.lﬂ-.ﬂtil:ll:h The governor ig also .I!Eﬂil!tin.ﬂ
calls to bail ouk the debt-ridden uwbilities with state bonds. Instead, he wanta



to shift California back to & aystem that relies more on government oversight of
energy markets.

A key remsdy that negotiators tackled at this weekend's telesconfersnce in
Washington and Loa Angeles would have the astate enter into long-term agresmenta
with powsr suppllera to buy slectricity at fixed ratea, then aell it te utility
companies. But soma consumer groups are warning that auch a deal could keep
consumer bills artificially high the next time market prices for energy deop.

Davia Says State Will Buy Power for Resale to Urilitiea

Elactrisity: The governsr anncunces the plan for purchases at reduced
cates during a long conference of top officials. Okther participants are
less opeimiatic,

Los Angeles Times via Dow Jones
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With Californla®s majer utllities teecering near bankruptey, Gov. Gray Davis
anncunced a plan Saturday under which the state would buy powsr at reduced rates
and resell it te the bacttersd companies te stabilize Califeornia's haywire
electrizity macker.

The proposal--meankt te e&nd the theeat of blackouts and economlis chacs in
Californfia=--came near the &nd of an extracrdinary biccastal video and telephone
conference in Washington, Los Angeles and Sacraments.

While Daviz presided cwer a gathering in Los Angeles of two dozen top skate
officials and enecgy company executives; U.S5. Treasury Secretary Lawrence
Summers chalired Ehe Washington end, flanked by top federal officiala as well as
representatlives of wtilities and power generators.

Seven hours into the meeting, Davis, joinad by legislative leaders., held a
news conference to proclalm a bipartisan agreement that could help asclve
California's vexing energy preoblems. Dawvls sald the Laglslature would consider
the plan Tuesday.

He aaid the scate would bBuy electricicy through long-term contracts at rates
aharply lewer than utilities have been paying. Califernia would then resell it
to the companies at cost, although terms have neb yet been determined.

Aa Davis made the announcement, howewer, participanta in Washingbton ended
their meebing socunding glum about what had been accosmplished.

"We're still digesting it," said Joe Bob Perkins, president and chief
operating officer of of Reliant Energy Wholesale Group-

And in Los Angeles, state Senate Republican leader Bill Campbell appeared
less than convinced that the state's ordeal was over. “I guess I'm encouraged,™
ha said, adding, "The anawer is going te be in the numbers.™

These nuskbers would be cthe price of energy the state can negotiate, and the
length of tha contract the producera demand.

Earlier in che day, Summera had asked Davis to hold an auctisn in which
generators and middlemen would sell elestricity te the state, which would then
resrll it te the utilities. The state"s two blggest utilivies, Pacific Gas &
Electric and Southern Califernia Edlson, are so cash-strapped that they they
lack the credit to strike deals with some elecericity sellers.

The top executives of the two utilities were at the table with Davis at his



office in the Ronald Heagan State Building in downtown Los Angeles. They did
not; however, join him at the news conference announcing the plan.

Davies said the state intends to move forward "at warp speed," and urged
energy producers to begin making bids to the state ismediately. It was not clearx
whether the bids would be conaidered at an avection or through a more traditlonal
state bildding procedure.

The governor sald the state &xpects to purchases power at "vastly reduced
rates,™ and he promised that consumers would not ses Any =Ore rate inoreases,

The utilities said they needed some kind of felief by Tuesday, wheh they face
major debt payment deadlines.

One or both ubilities could go bankrupt as early as Tueaday, sald some
involved in the kbalks.

The idea behind Davis' deal is that it would allow the state to guacantee a
return to stability for energy conmsumers--not only residential customera but
businesses whose future in Californla depends on the availablility of rellabls,
affordable energy.

Davis, a partlcipant in the meeting said, indieated that he wants limits om
tha state's llability and guarantees that lcs coffers would not be bled LIf it
entars the elsstricity business inm a major way.

At one point, Assembly Speaker Bob Hertzberg (D-3herman Caka) said that the
utilitlies would have te suffer more financial pain. Though Lt wae net a tepie of
the conference on Saturday, lawmakers have suggested recelving concessions Lrom
utilities, ranging from a seat on their boards of directora te stock optiona for
conaumears .

Davis said the utilities would not be getting back all the money they losk in
the state's cunaway snergy market last year. But he said it was important ko
save them.

"Clearly, we want to aveid bankruptey, ™ he sald. “"Cur fate is tied to the
utllitliea' fate. They know better than anyone how to keep the lighta omn."

tnder the proposal, state government would stirlke long-term deals fer
electricity, which 1t would sell in the state's energy marketplace. The state
alse would push to restructure leong-term contracts that utilities have with
wind, aslar and othar alterpative power peoducers to lower the coat of
elactrisicy.

For their park, utilities also would make power frem their nuclear and
hydroelectric plants available for consusption im Califernia, rather than
selling it in the market as they are required to do now. While consumecs might
not hawve higher bills, the ubilities could use the difference between what they
pay and the retail price to restructure their debt and pay it dowm over a period
of years.

Not present at the meeting, and appagently not lnwvited, were any
representatives of consumers, who stand to ultimately pick up the tab for the
deal .

Hatvey Rosenfleld, head of the Foundation for Tawpayer and Consumer Rights Ln
Santa Monica, sald consumes advocates had asked te be represented at che mesting
but wers told thers wasn't poom,

"When politiclans, Bureaucrate and utilicies get tegether behind clesesd
doors, it's always bad news for consumers,”™ he sald. "You know the cubcame is
going to leave consumers footing the bill,™

Politfical and business leaders say the sense of urgency surrounding the
negobiations can be explained by the fact that the state's situation is so dire



and because PGEE and Edison owe inatallments on their debta Tuesday.

Callfornia deregulated jts energy macket beginning in 1998. It was a leap
inte the unknown that was nevertheless esxpected to lead to lower prices for
consumags, It has done anything but that since last Hay, when electricity
pricea--prodded upward by rising matural gaa pricea and by supply
shortages--want through the reof.

PERE and Edison together spent more than §$11 billien more for slecteicity in
2000 than they received frem consumers, who remained insulated by the remnantsa
of atare regulation,

The state nearly had to cesort te statewlds rolling blackouta Thursday when
power reserves dipped below 1.5F of total usage.

The utilities--and their oustomers--were rescued at the last minute by the
state Department of Water Resources, which bought power that the state energy
macketplace couldn't buy because its credit, backed by utilities, f£5 30 poor.

Cne participant in the negotlations, natural gas executive Kenneth Lay; has
been a4 friend, donor and advisor to incoming president George W. Bush.

Lay, chalrman eof the Houston-based natural gas plpeline company Enren CoEp.;
whe attended the mesting In Les Angeles, was part of a large group of cutside
advisors invelved in shaping Bush's enspgy pelicy, campaign aides say. NHew Lay
iz sepving on an energy poliecy advisory commictes that Bush assembled for the
transiction.

Power crisis talks to move back te California

By Pabrick Connole

WASHIMNGTON, Jan 14 (Reuters) = Californla Gowv. Gray [avis
will lead lask-ditch talks in his state starting on Sunday to
save the Golden State’s two largest utilities from bankruptcy
and ensure long-term power asuppliea Eo the nation's most
populous state.

After a seven-hour bi-cocastal video conference on Saturday
-- led in Washington D.C. by Treasury Secretary Lawrcence
Summers and by Davis in Sacraments, Callif. -- California
efficlals are new Iin charge of aettling the power crials over
the long Martin Luther Eing, Jr. holiday weekend.

"The governcr laid out a framework for him and the
lagislative lsadarship te werk on," sald White Houss Matiaonal
Econamlz Counclil Director Gene Sperling, speaking te reporters
after the marathon sessien with state officials and Indusery
exacutiveas.

"The issue is now for them te work out the proposal.™

Enecgy Departmént officlals said the talks would convene in
facramento, and possibly other locations, in California on
Sunday and continue through the weekend.

A federal offer to reconvens a high lewel mesting of the 25
"principles™ on Tuesday was made, according to Sperling, who
gaid "we stand ready and avallable" 1f nesded.

Sparing wholesale powsr prices and an inability to pass
thess costs on to consumera have drainad mors than 512 billian
from PGLE Corp. <PCG.N* and Ediason International <ET¥.N>,
pushing them to the edge of bankuptoy.

With supplies of electricity already stretched to the
limit, a severs winter storm sarlisr cthis wesk sent the scacs
cloae to ralling blackouta. The erisis waa avected by a
last-minute injestion of hydropower from the federally-owned
Boaneville Power Administration im the Pacific Horthwest.

Industey expearts Wiew Tuesday as a cruclal deadline for
settling a deal sinse it macks the firat day flnancial markets
cpen after the long weekend. Bond rating secvices and stock
market traders are expected to hammer PGSE and Edison if a deal



is pot sesn as imminsnt.

Susmara aaid state leaders had a "clear recognition™ of
what the situation was, and would work in an "expadited™ manner
to complete a ssbtlemsnt.

Saturday marked the fifth consecutive session of talks in
the nation's capltal, and the second ssven-hour meeting of the
top leaders, minua Energy Secretary BLll Richardaon who miassed
the Saturday sesslon while traveling in the Middle Eaat.

Technical discussicons teok place Wednesday cthreugh Friday.

The talka focused on core fssues, such as plans for power
generators, owed billisna by PGRE and Ediasn, to delay ssaking
mofiey for a period of 30 dayse pending state assurances that the
debts would be paid.

Industry and governsent sources said the discussicns were
alse keyed on trying o establish the terms of long-term
contracts between power generators amd wbilities.

Long-term contracts would allow the utilities to hedge
against having to buy electricity in the spot markets. In
cecent days wholesale power sold on the spot market has
commanded arcund 3320 per megawatb-hour; compared to 534 one
year ago.

Wall Street analysts and sources cleae to the talks aaid
tha state wants a price cap of 555 per megawatt hour for
long-term contracts, but that level may net be high snough for
sut-sf-state gensrators who ges 5T(0-580 as meore reasonable,

Califernia‘s 1956 law deregulating the elasctricicy marker,
once hailed as a model for othera, liea at the core of the
problem. The law foreed utlilities te sell off much of chele
generating capacity, prohibited them from signing leng-term
contracts to buy supplies and barred increases in consumer
pates until 2002.

| (Washington Enercgy Desk, <+«1 202 858 E316 emailt:
washingbton.commodsenergy. newscoomfireuters, coml
REUTERS

White House says Callf. must act on power crisls
[recasts with meeting ends, new throughout]

By Fatrick Connole

MASHINGTON, Jan 12 (Reutara] - Clinton administration
efficials ended a marathen negotiating session late Satucday
saying it was up to California lawmakers and the governer to
finalirze a plan by Tueaday toa aztave off bankrupteoy for two huge
ucilities,

Hegotiabers made scme progress on btwo key lssues, allewing
California's major power companies to reach long-term conkcacts
with power suppliea, something that 1s now illegal, and getting
a grace pericd to pay debta, sources =aid,

Soaring wholesale power prices and an inability to pass
tho=e costs on to consiummers hawve drained more than 312 billion
from PGEE Corp <PCG.H> and Edison International <EIK.H>.

With supplies of electricity already atretched to the
limit, a severe winter storm earlier in the week sent the
nation's richesst and most populous state perilously close to
rolling blackouts.

Gene Spearling, director of the president's Hational
Economic Councll, made 1t clear that the ball was now in the
court of California Gov. Gray Davis and state lawmakers., They
must hammer out & salutien to the state's chronlie powsr woes
ewer the next twe daya befers Wall Stresc respens an Tusaday.

"The governor lald eout a framework for his and the
legislative leadership te wWark an, " Specling beld reporters
after a mescing with state officials and industey executives,
"The issueé 18 now for them to wark out the proposal.”

Treasury Secretary lLawWrence Sumsers sediated the seven-hour
negobiating session, which took place after four previous days



of talks with lower-level officials.

California's 1996 law deregulating the electricity market,
gnce hailed as a model for others, lies at the core of the
problem. The law forced utilities to sell off much of thelr
ganerating capacity, prohibited them from slgning long-term
contracts to buy aupplies, and barped increasea in conaumsr
cates until 2002.

MORE TALES O SUNDAY

W.5, Energy Department sfficiala said the next round of
talks wauld take place in Califoarnia on Sunday.

Tuesday is considered crucial because that Ls when Wall
Serest traders and analysts return o woik afker & three-day
U.5. holiday weekend. Financlal markets have been anxiously
watching the negotiatisnd te evaluate the bankruptey threat to
PGEE and Edison.

*"Ther= are an awful lot of things still in play.* said
James Hoescker, chairman of the Federal Energy Regulatory
Commission and one of the negotiators.

Hoecker and his Iindependent federal agency with
jurisdiction over interstate electrlicity markets have been
sharply cricicized by Califernia officialas for refusing to slap
a4 cap on wholesale power prices througheut the western region.

Hegotiacions began in Washingten last Tuesday alssd at
finding both immediate and long-term sslutions to California's
power wWoas, The twe dezen officials invelved beoke into several
weEking groups during the week te focua on different iasausa.

Sources close to the talks celd Beuters that progress had
bBeen made on key issues such ae allewing FPGAE and Edison bo
enter inte leng-term supply contracts with power generators,
something curcent atate law prohibivs.

Progress was also made, according ko the source, on
ocut-of-state generators giving PGEE and Edison a grace period
of 90 days to pay their debts; pending a atate guarantee of the
amounts owed.

"The generators are loocking for that atate guarantee,™ the
source said.

Ancther provision under discuassion would aim to cap
wholeaale prices at a more peascnable level for long-term
contracts. And sut-ocf-state powar generators ware preaasing for
a final plan to require the state to take on a new role by
purchasing scme wholesale powsr and reselling 1t te utilitcies,

CONSUMERS WATCHING QUTCCOME

Consumer advocacy groups have been keeping a close eye an
the negatiations.

They have densunced any attempt to allsw the ueilieies ta
pass through the scaring wholesale power prices charged by
out-of-state generators, saying the industry has enjoyed big
profits mince deregulation and should hawve been better prepaced
for the atate's current tight supplies.

The power emergency has pitted Califorpia utilities against
gut-of-state powsr generators such as Dynegy Inc. <D¥YM.H> and
Reliant Enscgy <REL.H>, who sold extra electricity to PGAE and
5oCal Edison st riaing spot markat pricea.

Wholesale power sold on California’s apot market briefly
scared above 51,000 per megawatt hour but has since fallen to
around 5320 per megawatt hour -- atill espenaive compared to
534 per megawatt houf ons YeaE ags.

Another key participant in the talka han been Ken Lay, the
chalirman of Enren Corp. and an energy adviser te
Preasident-elect George W. Bush.

[ (washington. commodsens gy . hews rosRlreutars . som) |
REUTERS
Rtr 01:30 01-=14-01



Feda, state and utilities meest to broker electricity deal
consumer advocate's gquote. Fickup &th graf pve: "R state ....
Espected bo stand for AMa

By LECH DROUIN EKEITH=

LOE ANGELES {AF) State, federal and utility company officiala
negetlated for seven hours Saturday on a plan that could make
Callifornia a long-term electricity broker Ln an attespt Lo reaolve
the atate's slsecteicity crisis.

Ho decisions were reached during the live satellite hookup, but
further talks were scheduled.

President Clinton's top economic adviser, Gene 3perling, sald he
believed thers would be further talks in the next Bwo days.

I don't think any of us axpest ta get to the finkah 1line
tonight,"" Sperling said. "I think we can still make some more
progress. '’

Gov., Gray Davis, who's been pushing to put the state into the
broker's role;, said California is "‘a credit-worthy purchaser. A1l
of us that met today are joined at the hip and {f we are going to
move forward; we will move forward together.'®

Representatives from power providers Facific Gas § Electric and
Sputhern California Ediscn refused comment after the meeting.

Douglas Heller of The Foundatien for Taxpayer and Consumar
Rights, a consumer advocacy group, was wary about the plan.

“"If the state becomes a public power agency buying slecteicity,
will the public benefit from that?'® Heller aaked. ""0Or is it a
mechanlam for giving uwtilicies their baileuc?*®!

A BtatCe agency, under emecgency powers from Washlngtsn, already
has spent roughly 530 millien buying electricity in the past month
to stave of f rolling blackouts during the California power crisis,
Officials want the state to expand and continue wholesaale
electricity buys, selling the power to ubility companies, saild
Steve Mawviglio, a Davis spokesman.

The California Department of Water Resources made the saclier
emergency poWer purchases, including about 24,000 megawatk hours of
electelcity on Thursday and Friday; Carl Torgersen, the
department's chief of utillity operations, said Saturday. The
depariment acted under autherity of emecgency ordezs by U.5. Energy
Secretary BL1l Richardson.

**{This] is semathing we've never deone before,'' Torgarsen said.
""We're in a new era with deregulatien.”'®

Wholesale powsr prices have increassd fivefeld in Califernia
since last aummer, accospanied by a series of dropa in the atate's
poWer reserves,

On Thursday, power reserves in California dipped below 2 percent
after a storm cut production at & key nuclear skation.

The Independent System Cperator, which manages most of the
atate's power grld, said electricity supplies had rebounded but
were still EBight.

Davia and Govs. John Kitzhaber of Oregon and Garcy Locke of
Washington said Friday that they would urge their residents to cut
electricity demand 7 to 10 percent, try to reduce power use by
thelr state governments by at least 10 percent, and look lnte
joining forces to buy enecgy-efficient products for state and local
agancies to get through the criais,

Tavis and Califernia's twe largesat investor-owned wutilitles hawve
pointed fingers at eneeqy wholesalers, saying they have exacerbated
the crisis by taking advantage of the tight aupplies for thelr own
prafic.

Facifi= Gas & Elsctrie Co. and Ssuthern Califermia Edlsen, bBoth
electrleity recallers, say they have leat more than £% billien
because of wholesale price increases and the state's 1956
deregulation law that frofe rate hikes. The ueilivies, which wWan
permission to ralse rates, sald the temporacy insceasss approved by
the state Public Utilities Comnmission weren't enough and have
warned they could go bankcupt if something isn't done.



Davis, Kitzhaber and Locke said in a written statement that the
Federal Energy Requlatory Commiassion should impose immediate
wholesals price controls,

""The federal governmesnt must take up its responaibility to
prevent the chacs that threstens to engulf the esntirs western
alecteiclty ayatem, '' the governora sald.

Sen. Dianne Feinstein, D-Calif., sald she would propocoe
legislation to glve the U.5. enecgy secretary authoeplty to cap
skyrackering whelesale electricity prices in L1 wesatern states, It
would ler the secretary impsse a cemporary wholesales price cap Lf
there 18 ~““unjust pricing®' and would remain in effect uncil prices
stabllized, sald Howard Cantsan, the senatoc's spokesman.

About 30 sfficials, including Davia, key sesbers of the state
Legialature, the head of the state's Publie Ueilivies Comsissfon
and utility representatives, gathered at the Ronald Reagan Building
in downtown Los Angeles to confer with counterparts on the other
side of the country.

Linked from Washington were Sperling, Treasury Secretary
Lawrence Summers, James Hoecker of the Federal Energy Regulatory
Commission; Deputy Enecgy Secretary T-J. Glacthier and officlals
from power companies.

Feds, state and utilicies meet te broker electricity deal
sonaumer advecate's queote. Pickup oth graf pva: "CA stace ...
Ezpacted to atand for AMa

By LECHN DROUIN KEITH=

LOS ANGELEZ {AF) State, federal and utility cosmpany officlals
negotiated for ssaven hours Saturday on & plan that could sake
California a long-term elactriclity broker in an atessprt to reasslve
the state's electrlicity crisis,

Ho decisions were reached during the live =zatellite hookup, but
further talks were acheduled.

Preasident Clinkon's top economic adviaser; Gene Sperling; said he
believed there would be further talks In the nekt two days,

“'I den't think any of us expect to get to the finish line
tonight,"' Sperling said. "I think we can atill make soms more
progresa. '’

Gov, Gray Davis, who's been pushing te put the state Inte the
broker's role, said Californla is ""a credit-werthy purchaser. All
of us that met today are joined at the hip and if we are going te
mave forwapd, we will move forward togather.''

Repregentatives frosm power providers Pacifie Gas & Electrliec and
Southern Califernia Edisen refused comment after the meeting.

Douglas Heller of The Foundation for Taxpayer and Consumst
Righta, a consumer advocacy group, Was wacy about the plan.

“*If the state becomes a publlc power agency buying electricity,
will the public benefit from that?'" Heller asked. ""Or is it a
mechanism for giving utilities their bailout?"'

A state agency, under emecgency poweras from Washington, already
has spent roughly 330 million buying electricity in the past month
to stave off rolling blackoubs during the California power crisis.
Dfficials want the state to expand and continue wholesale
alectricity buys, aslling the power to utility companisas, sald
Stave Haviglio, a Davis apokesman.

The Callfornla Department of Water Resources made the eaplier
emergensy powsr puichases, including about 24, 000 megawatt hours of
electricity on Thursday and Feiday, Carl Torgeesen, the
department’'s chisf af urility operationa, said Satueday. The
departiwent acted under autherity of emergency orders by U.5. Ensrgy
Jecretary BL1ll Richardsomn.

"1{This] Ls sesmething wWe've never done before,'' Torgersen sald.
""We're in a new &ra wWith deregulaticn.'®

Wholesale power prices have Lfncreased fivefold in Califernia
since last summer, accompanied by & series of drops in the state's



PoOWeLl ILeserves.

On Thuraday, power reserves in California dipped below 2 percent
after a storm cut production at a key nuclear station.

The Independsnt System Cperator, which manages most of the
state's power grid, said slectricity supplies had rebounded but
wars atill cight.

Davis amd Govs. Jehn Kitzhaber of Oregon and Gary Locke of
Washington sald Friday that they would urge their residents to cut
electpicity demand 7 to 10 pepcent, try ©o peduce powst use by
their atate governments by at leaat 10 percent, and leok into
joining forces te buy snergy-sffisient products for estate and lecal
agencies to gat Ehrough the crlsis.

Davis and Californisa's twe lapgest iAvestor-owned utilitlss hawve
polnted Ffingers at energy wholesalers, saying they have sxacerbated
thé crisis by taking advantage of the tight supplies for thelr ownm
profit.

Pacific Gas & Electric Co. and Scuthercn California EBdison, both
electricity retallers, say they have lost more than §% billiaon
because of wholesale price increases and the state'a 1356
deregulation law that froze rate hikes, The owtilities; which won
permission to ralse rates, said the temporary increases approved by
the atate Public Utilities Commnlsaion weren't enough and hawve
warned they could go bankeupt if something isn't dena.

Davis, Eitzhaber and Locke sald in a wrltten stacement that the
Federal Energy Fegulateory Cemmission sheuld impose immediate
wholesale price contrels.

"“The federal government must take up ita peaponsiblliity te
prevent the chass that threatens to engulf the entire western
electricity aystem, "' the governocts said.

Sen. Dianne Felnstelin, D-Calff,, said she would propoas
legislation to glve the U.5. ensrgy secretacy authority to cap
skyrocketing wholesale electricity prices in 11 western states, It
would let the secretary impose a temporary wholesale price cap if
there is "~ "unjust pricing"'' and would remain in effect until prices
atabilized, salid Moward Gantman, the senator's spokeaman.

About 30 officlals, including Davis, key mexbers of the state
Legislature, the hesad of the state's Public Utilities Commission
and uwtllity repressntatives, gathered at the Ronald Reagan Building
in downtown Los Angelea to confer with counterparta on the other
sidea of the country.

Linked from Washington were Sperling, Treasury Jecretacy
Lawrence Summsgs, James Hoecker eof the Federal Energy Hegulatory
Commission, Daputy Energy Secretary T.J. Glauthier and sofficiala
fram powar companies.

White House asays Callf must act on powsr crisils

WASMINGTON, Jan 13 (Reuters) - Clinton administration
officials said late Saturday that a framework agreement to
settle California's power crisis and stawve off bankruptcy for
two major ubtilities must be reached by state lawmakera and the
governor by Toesday.

Gene Sperling, director of the Katicnal Ecopomic Council,
sald it was up to California Gov. Gray Davis and state
lavmakers to finalize a solution to the criaia over the next
two days.

"The governcr lald out a framework for him and the
legislative leadecship te work on," Sperling teld reporters
after a seven-hour mesting with state officlials and Llndustey
exscutiven. "The issue ia new for them fte wark sut the
proposal.”

Treasurly Secietary Lawrence Juimsers, who led the session,
sald the Califernia officlals rfecognized the need to geach &
settlemsnt by Tueaday. Clinton administration officials also
gaid they would be willing to recanvens high-lewel talks 1f the
California gowvernor and state lawmakers could not work ook a



deal by then.

Tuesday is the deadline becatse it will be the first
working day after a three-day U.5,. holiday weckend. Wall Strest
traders and rating agencies have besn anxiously watching the
crisia negotistiona over the past five days to svaluate the
financial standing of the nearly bankru

Powsr Woes
Feda, atace and urilicies mest to broker electricity deal

L33 AHGELES (AP] State, federal amd uwtility company officiala
fegobtiated solutlions ts the elestrieity celsia for seven houcs
Saturday by a live satellite hoolup linking both coasts. There wWere
fo declsions and Aegotistors were able anly to schedule further
talks on a plan Ehat could make Callifornia a long-term electricity
broker.

Fresident Clinton®s top ecomomic adviser; Gene Sperling, said he
believed there would be further talks in the next two days.

""Y don't think any of us expect to get to the finish line
tonight, "' Sperling said. "I think we can still make some more
progress. "’

Gov. Gray Davis, who'as been pushing to put the atate into the
broker's rele, said Califernla 13 "‘a credlc-werthy purchaser. All
ef us that et today are jolned at the hlp and if we are golng te
mave forwapd, we will move foeward together.'®

A stace agency, under smergency pewers from Washingten, already
has apent roughly 30 millien buying eleccrieity in che past monch
te atave off reolling bBlackouts during the Califernia power erisle.
Officials want the state to sxpand and continue wholesals
elacstriziey buys, sslling che power to utility companies, said
Srave Maviglin, a spokesman for Gov. Gray Davia.

The California Department of Water Besources made the earllier
emergency powWwer purchases, including about 24,000 megawatk hours of
electeicity on Thuraday and Friday, Carl Torgersen, the
department's chief of utility operations, =said Saturday. The
department acted upder auvthority of emecgency orders by U.5. Energy
Secretary BLll Richardson.

'"'"{This} is scmething we've never done before,'' Teorgersen said.
“"We're In a new ora with deregulation.'®

Wholasale powsr prices have increased flvefold in Califernia
since last swmmer, accosmpanied by a series of drops Iln the state's
poWer reserves in part because power plants are shut foc
maintenancs,

On Thursday, power resarves in Califernia dipped belew 2 perccent
after a storm cuk production at a key nuclear station.

The Independent 3yatem Operator, which manages most of the
atate's power grid, sald electricity suppliesa had rebounded but
were atill eight.

Davi=s and Govs. John Kitzhaber of Ozegon and Gary Locke of
Washington said Friday that they would urge their residents to cut
electricity demand 7 to 10 percent; try to rceduce power use by
their state governments by at least 10 percent, and look inte
jeining forces to buy enecgy-efficlent products for state and local
agencies to get through the crisis,

Davis and California's two largeat investor-owned utilities hawe
pointed fingers at anergy wholesalars, saying they have axacerbated
the crisis by taking advantage of the tight supplies for thele own
profit.

Faciflie Gas & Elsetrle Co, angd SJsuthsrn Califsrnia Edison, beth
electricity retallera, say they have leoat more than £% billisn
Because of Wwholesale pelece increases and the state’a 19%6
deregulation law that Efsze rate hikes. The utllitles, which wan
pecmission oo rfalse rates, sald the tempocacy lnsceases approved by
the Publie Urilivies Commisslion weren't snough and have warned they
could go bankcupt Lf something isn't done.

Davis, Eitzhaber and Locke said in a writken statemsnt that the



Federal Energy Hegqulatory Commission should impose immediate
wholesale price contrals.

""The federal government mupt take up its responsibllity to
prevent the chacs that threatens toe engulf the entire western
electrlcity ayatem, "' the governcrs sald.

Sen. Dianne Feinatein, D-Callf., sald she would propose
legialation to glive the U.5. energy secretary autherlty to cap
skyrocketing wholesale electriclity prices In 11 westezn states. IC
would let the secpetary impose 4 temporary Wwholesals pries cap Af
there i8 ““unjust pricing®’ and would resain in effect uwnbil prices
stabilized, aald Howard Gantman, the senator's spokesman.

About 30 officials, lncluding Davis, key sembers of the state
Legislature, the hesd of the state's Public Ueilities Comsission
and utiliey representatives, gathered at the Ronald Reagan Building
in dawntown Los Angeles to confer with counterparts on the other
pide of the counktry.

linked from Washington were Sperling, Treasury Secretarcy
Lawrence Susmers, Jdames Hoecker of the Federal Emergy Regulatory
Commission, Deputy Encegy Secretary T.J. Glagthier and officlalas
from powe:r companies.
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Subject: wires = California Power Talks

Eodyt

D Principals In Calif Bwr Talks Set To Reconvens Saturday

Dow Jomes Interpational Hews Service via Dow Jopnes

WASHINGTON |[Dow Jones|--The principal negotiators lnwelwved in White
House-brokered talks to solve Callifognia's electricity crlsis are slated to
paconvens hers Saturday afternoon, the U,5. Treasury Department confirmed
Friday.

The resumptlion of high=-lewel talks among top-ranking officlals representing
the Clinton administraticon, Callfornia, and ubilities and power suppllers will
take place at V.5, Depaccment of Energy headquarters at 3:30 p.m. EST.

California Gov. Gray Davis and other key state regqulators and lawmakers are to
pacticipate via a video conferencing link.

The piwvotal negotiating session comea after two working groups involwing
lower-level cfficials have met since Wednesday in an effort to flesh out the
details of a broad settlement package the principals discussed late Tuesday
during a seven-hour meeting at the Treasury Department.



Knowledgeakle sources deacribed Treasury Secretary Lawrence Susmers as taking
an active pole in attempting to forge ap agreement during Tuesday's talks, which
also featured Enepgy Secretary Bill Richarzdaon, White House economic adviser
Gane Sperling and Federal Energy Regulatory Commmissicon Chairman Jamss Hoecker,

Richardson, whe is traveling this weekend in an effort to lebby oll-producing
natlons agalnat a pending production cut, will not be attending Saturday'a
session,

The working group meetings will wrap up sometime Friday, the Treasury
Departmant sald.

The two greups have separately addressed the two primary features of the
proposed sebtlement, which invelve moving the state's Ffinanclally ailing
utilities put of wolatile spot power markets and into Eixed-price Eorward
contracts while power producers agree to "forbearance" on the huge debt owed by
the utilities

The forbeacance and contracts working groups have been meeting sepacately; and
were to copvene a joint sesslon late Friday to compaze notes before repocting
back to the principal negotiators who will cut any final deal.

Those famillar with the talks have expressed a mix of pessimism and cptimism
that & final deal can be steuck, given what they described as unrealistic
Bargaining demands by Gov. Davia.

He has firmly rejected retall rate Increases and resisted demands for the
state to guarantee the nearly 512 billion utilivies have paid over the last
eight menths for wholesals power but been unable te pasa along under
atate-mandated frosen retall rates,

Further complicating the talks have been demands by Davis that the prcoposed
long-term poWer contracts be at rates far below the production costa of
electricity generators.

But lately the pessimism has been tempered by signals that Davis may be
persuaded to relent Saturday in his cppesition to a atate-backed securitization
of the utilities' undercollections.

"Let's see thelr plan, and then we'll talk about that," Steve Haviglio, the
governor's spokesman, said late Thursday.

Davie reportedly has been undar increasing pressure from Wall Stresc and
Clinteon admintstration officials to reconsider his oppositien to securitization.

Without a state credit guarantee, a work-out plan can’t be struck, the
utiflities will enter bankruptoy and the state's power grid will collapse into
blackouts, scurces familiar with the talks warn.

The affected utillities are Southern Californmia Edison Co., a unit of Edisen
International (EIX], and Paclfic Gas & Electrlic Co., a unlt of PGEE Corp. (BCG).

By Bryan Les, Dow Jones Hewswires, 202-863-6€47, bryan.lesefdowjonss.com
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Calif power talks aim to reach solution on Saturday

WASHINGTON, Jan 12 (Resutsrs] - Treasury Secretary Lawrencs
Summers, other senicr Clinton adminlstration officiala and top
axecutives of electric power companies tentativaly planned to
maat on Saturday to finallze a fix for Callfernia's powsr mass,
a4 source cloaes to the negotlatlons said on Friday.

The high-level mesting was set to take place at the Ensrgy
Department at 3:30 p.m. E3T (2030 GHT), with scme Californmia
afficials participating wvia teleconference, the source sald.

The state natrowly averted rolling power blackeuts on
Thursday as already tight supplies of electricity fell =o
dangerausly low levels because of 4 severs ators.

Friday marked the fourth day of negobiations among
lower-level aides to map out detailed proposals for shorct- and
long=-term solutions to Califorpia's chronic electricity
shortage and skyrocketing prices.

If the Friday talka failed to make as much progeess as
hoped,; the Saturday session could be downgraded to ancther day
of negotiaticns among lower-level officials on technical
issues, according to another source.

Susmers and Energy Secretary Bill Richardson launched the
negotlations on Tuesday to prevent the bankrupteoy of FGEE Corp
<PCE. N> and Edison Internacional <EIXK.H», which sould ripple
theoughsut che national sconomy,

Bath utlilitiea say they have run out of cash because of
runaway prlees wholesale power, which are new tenfeld higher
than one Year ago. Under California’s landmack 1996
dersagulaticn law, the higher wholesale prices cannot be passed
through To consusers.

The two utilities want a S0-day reprleve in repaying
billions of dollars to out-pf-state power genecators, as well
as the ability to sign long-term contractsa to lock in lower
prices.

{ iwashington, commodsensrgy. newsroom@reuters .. com) |
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=0T POWER POINTS: By The Numbers, Calif Pwr Deal Looks Good

Dow Janes Inteérnational News Service wvia Dow Jones

By Mark Golden
A Dow Jones Wewswires Column

HEW ¥ORK (Dow Jones]--Grandatanding by negetiators in Washington, D.C., on the
California alectricity crisis indicates the aldesa are too far apart for an
agreement this weekend, but the actual pumbers inwvelved ralse the guestion: How
can they not gat this done?

Califernia Gov, Gray Davia, on behalf of the utiliviea that centribute aa
generously te his campalgh funda, ia demanding three-year supply contracta at
5.5 cenks a kilewatt-hour. "We've gob to stop the hemorrhaging of ukiliey cash,
but I can't posalbly hawe another rate increase of any state bailoue,™ the
governor ia saying.

According to sodurces; U.8. Treasury Zecretary Lawrence Summers and the



generating company chief executives looked at Davis with a "What are you
amaking?® expression several times Tuesaday night. The generators' stance ias that
the market price is 8.5 cents/kwh and only if the contracts grun for elght years.

But that's all juat negotiating position. The cuatomera of Edlacn
International®s (EIX) Southern Callfornia Ediscon currently pay the company 7.6
cents/kwh juat for enepgy. That price includes last week's one-cent ralse, but
not ather charges such as transmissien and distributien,

Edigon generates half the powar 1t nesds at a cost of absut 3 centa/kwh. 3o,
putchaging the obther half at 5.5 cents/kwh would de & lot moce than step the
hemarrhaging. If the cost of purchased power were 5.5 cents, Edisen's average
cost would he 4.3 cents, for which they are getting pald 7.6 centa. That 3.3
centskwh profit on the 83 billion kwh Bdissn sells a year comes to a whopping
2.7 billion annually. End of credit problem.

PGEE Corp.'s [POG) situation 1s more difficult. Their customers pay leas for
electerlcity, and PGEE only generates a third of its own power; but they have
lower generating costs than Edison. Bottom line: LI PGSE could buy supplles at
5.5 centsSlkwh, they would be left with 1.% cents/kwh profit.

Unfortunactely for the utilities, Californla independent generaters, such as
Eellant Energy [(REL), NRS Enecgy (HRZ), Dynegy [(DYH), Seuthern Energy (S0E] and
Duke Energy (DUK], can't get their prices down to 5.5 cencs/kwh in Califernia
given the current macketc price of natural gas,

But they den't need anycthing slose te 8.5 cents for elight yeare. The [erward
price for wholesale power in California fer the balance of this year i1s 18
cents/kwh for the on-peak hours, which is what the uytilities maatly need to buy.
The an-peak price drops to 11 cenka/kwh for a three-year cONEcAct becauss New
generators and new gas supplies are expected to come on line. For an eight-year
contrack; the price drops to about 7.3 cents/kwh.

At 7.3 cents, PGLE would be heading to bankruptcy court. But the generators
will get to aell PLGEE some off-peak power, too, which brings the average price
down & little further. If the governor guarantess really guick licensing for a
couple of new power planta in neorthern Callifornia, the price comes down a lot.

What's mere, to save deregulation in the ¥.5. the genarators are willing to
cut to the bone. The stocks of Dynegy, Encon Corp. [(ENE),; ete., have high
price-to-sarnings ratiocs because their sarnings are expscted to continue stecng
grewth under mlectrie dereagulation. Thay are the smarging masterz of a
deregulated universe, but 1f deregulation were ©o throw PGLE and Edisen inte
bankruptey csurt, there wouldn't be any deregulated electrie universe to master,

A= one electricity trader put fit: "They have got to get a deal done. If they
don't get "The California Energy Crisis"' off of CHEC every 30 minutes, I'm going
to be out of a job."

Generators' stock prices have been getting hammered sipce the firat of the
year due to several factors, such as profit-taking after a great 2000, according
to Credit Suisse Flirst Boston utility analyst Paul Patterson. Duke's atock has
fallen to $6& from $85 since Dec. 29, for sxa=ple.

Peices of generator stocks have come down hapd, in parft, because a Callfoenia
catastrophe would derail dersgulation in many atates and the fopecasts for
generators' sarnings growth would be gquestioned, accopding to Selemesn Smith
Barney analyac Ray Miles.

That's the Finances, The physlcal reallty is that the western U.3. probably
Won't have ﬂl'll!l'l.lg‘h ﬂl&ﬂttitlt!.“ ta meat demand for the cest of this YEAr. Stﬂl'.'tll:'l.q
in !Ehi'llﬂi"f.. if a deal 18 dene, Callfornla utilities wWwon'E bhe ehe lase in line
to get Ehair POWELr, and the cthreat of blackoubs wWwill be Epktﬂ.ﬂ QUL across the
Kest.



@ther than that, where's the rub? Under derequlation, consumers wWere supposed
to get market rates in 2002. Bagped on the current forward market apd the
utilitlies"' cost of retalned genecators, T cents/kwh for the rest of this year is
a great deal. For 2002, it's falr, but for 2003-2008, it's terrible., Thes current
purchase price for those yeara is about 5 centa, With utility-owned gensration
at 3 centa, consumers will be paying 7 cents/kwh when they should be paying 4
centss Kwli.

And the 2.4 centa/kwh competition transitien charge (CTC) that was aupposed ta
end in 2002 has to be extended several more yeara. The CTC is "non-bypassable,™
which means 1f you leave the lecal smoncpoly for an altecnative supplier, you
seill hawe to send a couple of centa/kwh to the old ukiliey.

Raktepayer groups gok about 40 people to storm the PGSE corporate headguarters
this wesk owver the one cent rate increase. Another rate increasze would cause
riots and ballot initiatives, and cost Davis his job.

But can consumer groups get people out in the atreets over a deal that's great
now; but overcharges them stacting lm 2003% I doubkt Lt.

Buainesses such as Intel Corp. (INTC) will know they are getting the short end
ef the stiek financlally and that power ln the western U.5. 1s still unreliable,
so they will declde to bulld new factories ln other states. That's how you
Bvpass non-bypassable charpges. It will be bad for the stace®s econemic growth,
But Califernia neesds to stop adding eleccricicy demand.

The estars are aligned for a deal wery scon: eight days left before che
executive branch of the U.S. governmsnt changes from cne that wants te help
Davis T one that wants £4 hure him; about che same amount of cime is left
before the utilieies run out of cash; Fforward poWer prices have come down a lot
in the past 30 days, but could easily stact to rise again; merchant power
company stock prices have been punished for two weeks, and their executives
don'"t want to kill the golden goose.

How can they not get this dopne?

-By Hark Golden, Dow Jones NWewswireay 201-938-44604; mack.goelden@dowjcnes.com

{END} Dow Jones Newswizes 12-01-01
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Fromi; Wolin, MNeal

Sent: Thursday, February 21, 2002 1:07 AN
To: SearchCameo
Subject: CAMED Recon found a wand: Enron, Ken Lay sent by ca-del@nationaljournal com to

jehn.duncan@do reas. gov; neal wolin@do. treas gov on 321/2001 2:13:37 AM

This message was found te have a Critical Word im it. Message Jant to

john.duncanfide. treas.gov; neal.welin@ds.creas.gev, Frem ca-delfnationaljournal.com, CC to
s Date 32172001 2:13:37 AM, Subject of message MHational Journal'sa CongreasDaillyhM -
Wednesday, March 21, 2001

Word (s} found: Enron, Ken Lay

=e=s=0riginal Message=====
Fromi ca-del@pnationaljournal.com
Sent: IF217200L 2:13:37 AM
Feceived: 202001 11:14:56 PM
Tos jehn.duncan@do. teeas.gov, SHTF:iohn.duncanBdo.treas,gov
neal .welinBdo,treas.gov, SHTFineal .wolinddo.teeas.gov

o nst

Subject: Hational Journal's CongressDailyAM - Wednesday, March 21, 2001
Bedy:

Hational Journal's CongressDallyiM

Tasus date: March 21, 2001

CongressDallyAM Ls now on the Web:
htept /S wimd. national jouenal . com/pubascongresadallys

It's easy to use, plus you also get access Eo the afternoon
edition, Markup Reports, the searchable acchive of stories
and more.

You may need a username and password to access the site.
I1f you don't have them, call 800-207-8001 ctoday.
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BUDGET
Stack Of Demccratic Amendmencs Awaica FY02 Budget Markup

Republicanas and Demccracs will offer chelr competing wisisna
for federal tax and spending policy at today's House Budget
Committes markup, as Budget Chairman Nussle presents a budget
plan that essentially mirrers the blusprint President Bush
recommended last month. Democrate wWill counter with & plan Ea
divide surpluszes into thirds for tax cuts, debt relief and
spending pricrities.

In one significant departure £from the president's budget,
Hussle's proposal will not assume the collection of revenues from
leases to drill fer oil in the hrotlic Hational Wildlife Refuge.
Hussle told reporters that that hot-button political issus “ls a
battle we didn't want to fight in the budget.”™ Nevertheless,
Kusale called Bush "a full, complete, tetal partner in thia
budgat."

Husgale said his budget propeosal includes reconciliaticn
instructisna for four sepacate tay bills that s=gual £1.62
trillion ever 10 years and for a 5153 billion Medicare reform
Bill, But he conceded that given the 3enate's reluctance te
provide reconciliation instructions for more than one tax bill,
and none for Medicare, the matter would ultimately have to be
decided in cenferencze.



[iemocrats responded Tuesday evening that Nussle's numbers do
not add up, the GOF budget does nothing Eo extend the salwvency of
the Social Security and Medicare trust funda, and it is being
marked up prematuraly.

Speaking on the eve of his flrst markup as chairman, Hussls
told peporters Tuesday that the FY02 budget reasclution he will
offer this morning would divide the $5.€ trillion total budget
surplus that CBO projects over the next 10 years as [ollows:

Set aside the sntire 52,49 teillien inm Social Secupity trust
fund surpluses, allocating 52 trillien ower 10 years to paying
down the publicly held debt and resarving the 5491 billien
cemalnder for Bocial Securlty refarm.

Prowide £1.62 trillion for tax cubs. hay increase in the of-
budget surplus that CBO projects in ivs mideaessalon ceview would
be reserved for further tax cuts or debt reduction, although
Hussle does nmot expect the so-called “bomp-up®™ to be significant.

Use S4E2 billion Ffor debt secvice,

Save 5503 billion in a general contingency reserve to defray
the cost of as-yet unspecified needs; such as additional spending
called for ln Defonse Secretary Fumsfeld®s strateglc review or
increased assistance to fazmers.

Set aside the entire 53531 billion Hedicare Part A truat fund
surplus for Medicares referm and creatien of a prescriptien-drug
bBenefic. The amount requested in Bush's budget, 5153 blllion,
would specifically be dedicatesd to pay for Bush's prescoiptien-
drug plan and the remainder placed in a separate resapve fund for
further medernization legialation.

Commit $121 blilien te fund other domestiec spending
initiatives.

For FY02, the budget allocates 661 billien im discreticnacy
budger autherity. Of that, 3324.3 billion fa for defense
spending.

Hussle =aid money from the contingency fund could be tapped
anly via a presidential request and reports from the committees
of jurisdiction outlining why the funda were needed and haw they
would be spent.

Democrats criticized the swiftness of the markup-—-before
Congress has sither the more detailed budget Bush will aend to
Capitol Hill next month er detailed revenue sstimates out of the
Joint Committes on Taxation.

"Frankly, this budget Ls on bteo fast a track,"” Budget
Committes ranking member John Jpratc, D-3.C., teld repoctars,
avan a8 he pralssad Hussls's cooperation with Damocrata.

"Thelr budget," Spract added, "is fixated on tax
reductions...and leaves no room for other prioplties.”

Rep. James Moran, D=Va., & senior Budget Committes Democrat,
added ta the Democrats' cclticiam,

"He want tax cuts as much as Republicans--but tax cuts that
are affordable, that are not going to have to be paid Efor by our
childeen,™ Moran said.

Moran plans to offer an amendment calling for a legislatiwve
trigger to link the phase-in of tax cuts to future budget
surpluses.

To illustrats Democratic budget priorlties, Spratt and hia
colleagues hawve filed 18 amsndments they may offer today, in
addition to a Depocratic alterpative based on thelr propesal to
divide the surplus into thicds.

Ameng their other amendments are provisions to take the
Medicare Part A trust fund =ff budget and require that Sseial
Security and Medicars suepluses be used axelusively te pay
benefite.

Democratic amendments alss would peduce the size of the tax
eyt to cSreate & voluftary, universal Hedlcare presccliptisn-deug
beaafit; =&t up a reserve fund of 59 billion lan FYD2 and 54
billion & year after that to provide supplemental income
assistance bto farmers; and create a reserve fund to increase



veterans" progcasma by §1.2 billion in F¥02, providing $3.8
billion in FY02 and $43.8 billion over 10 syeara. -- By Lisa
Caruso
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POLITICS
Parties Deadlocked Qver Sanate Ratics

Senate Pepubllcans and Democrats remaln deadlocked over pactby
peprasgentaticon en House-Senate conference committess, with the
acandoff threatening te prevent Republicans from maving any part
af Pregident Bush's agenda sxcept tax and budget lssues until it
i resalwved.

"Meither lesader at the motsent 18 even hinting that they will
budge,® said Sen. Robert Beanstt, R-Utah.

Ha significant negotlations are taking place on the issue,
sources said.

Senate Majority Leader Lottt insists that Hepublicans peed to
maintain a one-vote party edge when conferences meet on
legislation: But Minority Leader Daschle has called for equal
representation to reflect the Senate's 30-50 split.

The two leaders set aside the contentlous lssue late last
year, when they negotiated a broad, power-sharing arrangement
that provided for egqual representation on Senate committess.

With the passage In beth chambers of bankruptoy refoom
lagislation, the issue has rpe-emerged, and both sides remain
enteenched,

“The one thing the majerity cannot give up is having a
majericty oen conference commlttees, said Judielary Chalrman
Hatch, who managed the bankruptey bBill on the Jenate flest. "IL
you den't have that, you den't have anything.”

Republicans fear that without a one-vote advantage, they might
not be able to get legislation cut of conference.

"You give the Democrats a veto over anything you can do,™ =aid
a GOPF leadership aide. "They literally have a wveto unless we mest
their price 100 percent."

The alde noted that conference committees have no mechanlsm
for dischazging legislation if conferees cannot reach agresment.
Republicans negotiated a provision in the power-sharing
arcangement that allowa legislation to come to the fleor even Lf
committea members are deadlecked.

By contrast, on conference committees, “You are literally over
a barrel,™ said the aide.

But as in the sarlisr negotiations, Democrats maintaln somas
leverage, since Republicans are sesking ce move the preaident's
agenda.

Hatch said the issus has led to a "guagmire,™ but inaisted
that Republicans nesd to stand firm on the issue., Asked whethar
the standoff could delay major legielation over a period of weeks
or months, Hatch said, "It may be that that's the way Life has to
b, ™

Bepublicans would still be able to move budget and tax
reconcliliation legislation, because budget law prevents
filibusters on the budget resoclution and on reconciliatlen. So
Republicans would need only & Sl-wvote majority to appoint
conferces on ths maasures, presumably with Vice Prealdent
Chanay's wvota.

Meanwhiile, Republicans are hopling o avold the lssue ap Lt
pelates o bankeuptoy by having the House taks up the Senate-
pasaed Bill.

Latt sald House and Senate ataff membecs were negotiating
differences betweaen the twe verslons, and the current plan wad
for the House bo take up the Jenate bBLll and amend it.

"The modificakion will basically take the bill back peetty
clase to whers I was last year,™ he sald, He said thar when the
bill comes back, "the Senate might be able te move it on dewn.™

But Lottt noted that Democrats have employed delaying tactics



againat the bill, which would atill be subject to amendment.

He acknowledged major differences between Bhe two versions on
issuea like the homestead exemption for bankruptoy Eilers.

"We don't want that one issue to cause this entire bankruptoy
Bill to not go forward,® he said.

Majority Leader Armey sald Tuesday evening that the Houas
would "probably” follow the approach that Lott outlined. ha for
the Senate homesbead language, he sald, I don't think we can
come to ouk floor with thelr languags.® -- By Geoff Eaple

CAMPAIGH FIHANCE
Campalgn Finance Reform Debate Facing Test In Hagel Proposal

Reaction by the bill"s spansors to Senate approval Tuesday of
the first amendment to the campaign finance reform legislation
was subdued. But Democratic leaders took a more aggressive
atance.

The amendment, sponsored by Sens. Pete Domenici, bB-H.M. and
Mike DeWine, R-Ohio and approved by a T0-30 vote, would
propocilonally raise hard-dellar contribution limits for anyone
challenging a self-funding candidate.

1'm not thrilled about having this im the bill," sald Sen.
Fussell Feingeld, O-Wis., ce-auther of the se-called Mecaln-
Feingeld bill. "But I'm glad we have disposed of the issus.®

Similarly, Sen. John MsCain, F-Ariz., said that the amensmant
was an expected part of the preocess, and pivetsd e focus en the
"eenteal® isauea of the legislatien: ssfc meney, independenc
expenditures and severabiliitcy.

Senate Minority Leader Daschle called the amendment an
"incumbent protection ace."

"This is no longer MaCain-Felngold,™ Daschle said. "Thia 1a
MeCain-Feingold-Domenicl.™

But Daschle =zaid that the addition of the Domenici amendment
alone would not cause him to oppose the larger bhill.

Sen. Chuck Hagel, R-Heb.; one of only three Republicans to
vote against the amendment, sald the bill is "bklatantly
unconstituticnal . "

As both sidea reacted to the amendment's passage, Hagel was
working to bulld momentum fer hia rival campaign finance reform
legislation.

At a news conference, Hagel and several cosponsces frem both
sides of the aisle premoted the bill, which would cap seft-money
contributiona at 560,000 and triple the current 51,000 hard-
dollar contribution limie.

Sen. John Breaux, O=La., polnted out that more than 100
"single-issue interest groups" would still be able to run ads Lif
McCain-Feingold passed, adding that the legislation would create
a "terribly unlevel playing Eield.™

Hagel would not discuss when his proposal would be brought to
the floor as an amendment to McCain-Feingold or whether ik would
be presented as & whole or separated into pieces when introduced.

McCain-Feingold supporters downplayed the wilability of the
Hagel's propesal.

"The legaliration of soft money will not pass the Senate,"”
aaid MeCain.

Feingold aaid that approval of the Hagel amandment would "put
a stamp of approval on soft money once and for all."

Twe sther Republican amendments were defeated Tussday. The
amendments by Sens, Robert Bennett, RB-Utah, and Gordon Smith, R-
Ore., dealt with uae af asft money by labor and businsasa. -- By
Chefia Cillizea, with Charlie Mitchell and Will Conley
conttibuting

HERLTH
Senators Seek To Use Review Act On Family Flanning Rule



Just weeks after congressional Republicans used the
Congressfional Review Aot to cancel Clinton ad=dnistration
regulations on ergonomics, a bipartisan group of senators is
planning to return the faver by forcing the Senate to vote on
whether to overturn President Bush's reimpoaition of the "Mexice
city™ family planning policy.

Sens. Barbara Bexer, D-Calif., and Harrcy Reld, D-Nev.--aleng
with Fepublicans Olympla Snowe and Susan Colling of Malne, James
Jeffapds of Vermont, Arlen Specter of Pennaylvania and Linceln
Chates af Rhode Island--Wedneaday introduced a formal “resalutien
of disapproval™ of the rule published Feb. 15%.

At a fews conference, they alss announced they hawve the 30
signatiuces peeded to force a 10-hour fleor debate on their
Fesalutlon.

"This has nothing te do with sa-called “ergo payback, '™ said
Beid. "This will stand o Eall on its own mecits.”™ But Boxer
conceded that the group "saw [this process] work im another area,
and we hope to use it to our advantage here."

tn hia ficat business day in office--the annlversacy of the
landmark abortlon ruling; Roe va. Wade——Bush ordered a return to
the policy in effect from 1984-93. It forbade U.5. funding of
international family planning crganizations that use their own
funds te perform, counsel or adveocate abortiens.

The move pleased abortlon opponents, who claim that alchough
ne U.5,. funds were used to pay fer abortliens, sush funds wers
subsidizing erganizations like the Incternacienal Planned
Parenthood Federation.

But the action angered net only abortlen=-rlghte supporters,
bBut ales legislators like Reld--who opposss abortien but suppotts
family planning.

The Sanate probably has the votes for the resslutien--even in
the last Congress, a4 more anti-abortion Senate reslsted House
efforts to reimpose the policy in legislation. The =situakion in
the House remains uncleazr. In that chamber, said Hep. Hita Lowey,
b-M.¥.; the cnly way to force the measure to the floor would be
by discharge petltion.

Lowey sald she hopes 1f the resoclution passes the Senate-—-
Boxer would not set a date, but saild to sxpect a vots hy sarly
June--a biparctisan group of House membara might be able to
convince Speaker Hastert te allow a wvobte thara.

And desplite the fact that the resolutlen would overturn Bush's
action, backers said they hepe that he might net weto che
measutre--should it reach his deak. I hepe that while we are
working on chis, he might have second thoughte,™ szaild Bower. ==
By Julie Rowner

TAXES
Gramm, Miller Developing A "'Midcourse® Tax Cubt Review

Sens. Phil Gramm, R-Texas, and Zell Miller, [-Ga., said
Tuesday they are working on a potential tax-cut compromise that
would provide Congress with a mechanism to use 8 "midcourse
correctlon” to review the budget and tax cutlook inm future years.

Gramm said the mechanism would provide for an expedited vote
in the Ssnate that would be based on congreasional diacretion to
avaluate tax and spending proposals, depanding on the budget
cutlook.

Thus, "you're not lecked inte™ removing acheduled tax cuts, he
sald,

Grasm sald che ildea, which i3 atill in develapment, cospaces
favaralbly to trigger proposals, proposed by several Republican
and Desmocrabic centrists, that would tie bax cuts Eo projectsad
surpluses, Gramm sald his mechanism would not reguire the
cancellation of tax cuts, as would triggecs, but [nstead woild
leave decisiond bto legislators.

"I'm not in favor and not going to support some straightjacket



proposal that would force you into & receasion,™ he said.

Gramm sald hisz proposal would set a point in time--perhaps
thees years into the tax cut--when the expedited procedurses would
take sffsct.

A spokssman sald Gramm had talked to about 10 colleaguss about
the idea and noted that Majority Leader Lott had spoken favorably
of it. Miller acknowledged that work la being done on the
proposal but declined to comment [urther.

"1 think psople fesl soms uwrgency,™ sald Gramm. “"We have to
deal with the budget,™

Gramm's proposal comes as GOP leadara are Eeying to assemdble
the wates to pass a budget peselution, which ls scheduled te come
satralght to the flast after debate concludes on campaign finance
reform next wesk,

"We're hopeful te get 51 votes," said Senate GOP Conference
Chairman Rick Santorum of Pennsylvania. "We knew ik was going to
be very difficoult.”™

Santorvm said leaders were holding discossions to line up
suppoct for the budget. "We just want to hear their concerns" and
"find out what fssues trouble them,* Santorum sald.

Gramm Tuesday dismissed an idea by Minority leader Daschle
that the Senate conaider a proposal to lower only the lowest
incoma—tax rate.

"Why would you want te de one bracket instead of the rate cut
for evarybody?™ he aszked.

L=tt lefc open che option for the 3enate to take up the House-
pasaed tax-pate bill befere it acta on President Bush'a entirpe
tax out, If a unanilmous consent agreemenc can be reached,

But Jen. John Breaux, D=La., sald Tuesday that it would be
impossible to reach such an agresment on any alament of the Bush
plan.

In the House, after huddling with GOP leaders Tuesday, House
Ways and Means Chairman Thomas said he hoped to fipalize late
Tuesday the content of the next package of tax cuts to mowve
through his committee.

Thomas said he was reviewlng data and trying to determine
which pleces would go into the next package, but insisted he
would not make an anncuncement bafore teday, saying, "Once it'as
donae, lt's done.®

Pending completion of the next tax cut package, Thomas added
that it was possible he could move up his committee's scheduled
Friday markup te Thucsday.

At the White House, President Bush--charged by Damscrats with
abetting the sconomy's decline by stressing weakness while
promating his bax cut=--scughkt instead Tuesday te emphaslze the
econamy's strengths.

Bush suggested that "the health of our economy 1s golng ta be
very atrong™ in the long term. "People have got to know that I
have got great faith in the American econcmy,”™ he told reporters.

Bush, who has repeatedly indicated the sconomy is
"sputtering, " wvoiced a milder tone.

"We've got some problems, some short-term problems, and Lif
Congress were Lo act quickly on my tax stimulus package, Lt would
make our recowvery gquicker." he said.

Meanwhile, a private ssctor geoup allled with Bush began
running radie advertisesenta Tuesday In Scuth Dakota. The ads
ate designed to prod Sen. Tim Johnson, D-5.D., to back Bush's tax
cut proposal.

The Issues Management Cepnter, which has sald it plans te spend
5 million on advertiaing and other activities, recently began
alming lte pro-tad cut campalgn at Democratle senators up fof te-
elaction nexbt year In states that wvoted fer Bush.

The advertisesents feabture commentary by forsmer presidential
candidate Steve Forbes and sound £lips frem a apeech by former
President Mennedy, praomoting his own tax cut nearly 40 years ago.

The IMC; rfunm by GOP operatives Scotkt Beed, Bill Dal Col and



Greg Mueller, was formed to promote the Bush agenda. It haas
already run similar ads targeting Sen. Mary Landrieu, D-La, in
Louisiana.

The ads targeting Johnsen will run at least a week, according
te an IMC official, and will be broadcast throughout the day an
majer radio actatlona in the state.

Simllar radio spots aimed at Sen. Max Cleland, D-Ga., may
bBegin next weesk. The geroup alsc is contesplating televialon ads.
Despite its huge wae chest, the IMC so far has done only a
wealk of ada on taxea in Louisiana and another apat in New York

promating the neminatisn of Attarney General hahsoraft,

"We have a lobk of time,” bhe IMC official sald, fobting that
Senate conslderation of the Bush bax cut "could take mofths," --
By Geaff Barle and Heith Hoffler, with Mack Wegner contrcibuting

e e e

TRADE
Jordan Trade Agreement Frovisions Draw Ire Of U.5. Chamber

The U.5. Chamber of Commerce will actlwely oppose ratification
of a trade agreement with Jordan because of fts labor and
environmental provisions, the organization's president told the
Senate Finance Comnlttes Tuesday.

"We wlll use the resources of the Chaeber te oppose the Jordan
Free Trade Agressent becauss of the sstranecus lasues In lt,"
Themas Donshus, the Chamber president, sald.

He referred to the agresment as “a cuce lictle efferc" te 1ie
patisnal security iasues to domestie palitieal intereata and
warned, "It ls net going te fly."

Same key congtessional Democrats have halled the Jordan
agreament a8 & possible template for future trade agresments
because it would require both countries to uphold their own labor
and environmental laws.

But witnesses told the panel Tuesday that the Jordan desal
would be of limited wse in writing trade agreements with other
individual ccuntries or in crafting a bill to renew trade
promotlon authority, or fast track.

Michael Smith, who sezved as a deputy U.3. trade
cepresentative during the Reagan administration mnd who staunchly
eppoaes incluslen of laber and environmental standards in trade
deals, said the provisions in the Jordan agreement are far too
vague to be of any use in welting other trade pacts. Finance
Chairman Grasszley sald he shared that concersn.

Even backers of the Jordan deal, including former U.5. Trade
Representatlive Barshefsky, who helped negotiate it, agreed that a
"cookie cutkber”™ approach would not work.

Just the same, Barshefsky Tuesday urged speedy approval of the
Jordan pact. To that end, she and other withesses came oub
strongly againat a proposal by Trade Bepresentative Zoellick to
bundle the Jordan agreement with other items in an ocmnibus bill
that would include trade promotion authority.

"Hations are not fungible," she said. "What may work for one
nation may nct work for another pation.”

Former Mational Security Adviser Samusl (Sandy) Berger
implored the comsdttes not to delay the Jordan agreesent and use
it "aa a canvas whars we act sut other isaues."

Looking to Jordan's efforts to reform its economy and tha
importance of that effort to Middle East stabllity, he sald, "We
are playing with real bullets here.”

AFL-CIO President John Swesney alseo called for awifo
csnaideracion of the Jordan deal, saying "it ecould not be more
reasonable of moderate.” But Sweeney referred te the pact only as
a "aignificant first step™ and said his ocfganization does not sSes
it as & "template for Fast track" because that debate wailld
invalwe an "entirely diffecsnt det of issuss.”

Sen. John Eercy, D-Mass., said bundling trade bills was "a
very bad idea.™ He said the Bush administration and other



ocpponents of the Jordan deal are "misreading the politica™ of
global trade.

"Why can't the Bush administration accept this freebie from
the previcus administration unless Lt is trapped In an
idecloglical box?™ he asked. "We are begglng for m fight we do not
avan have to have.®

He suggestod approving the Jordan agreement gulckly and asked,
"What harm la there In putting lt to the teast?" Grassley
responded that Herry “had a point®™ about uaing Jordan as &
"labaratary,” but he cautioned about seeing it a3 the atandaod
for trade policy. =-- By Staphen Horten

TREANSPORTATICH
Dorgan Bill Seeks Two-Year Moratorium On Airline Hergers

Citing aggressive consolidation im the airline industry; Sen.
Byrom Dorgan, D-H.D., Toesday introduced legislation calling for
a two-year moratorium on all major airline mergers announced
after Jan. 1; 2001.

Borgan conceded that he 1 pot llkely to find “an avalanche of
support” for the legislation from elther congressional
fEepublicans or Fresident Bush. "I don't think this president is
golng te take on antltruat issues, serger lssues,” Dorgan saild.
He added, “This adminiscracion is pretcy close to corporakts
America.”

Dopgan acknowlesdged his Bill wauld effeccively mullify
American Adrlimes' pending acguisitien of TWA. Critica have
argued that merger would accelerate movement toward conteol of
the aviation industey By aleline gilants United, Amecican and
Delta.

Dargan said he could have included an exemption for the TWA-
American deal in his bill, but he decided that "good public
policy™ dictated ctherwise.

Dorgan's proposal comes in the wake of the Senate Commerce
Committes's narrow approval last week of legislation designed to
foster more competitlon among alrlines. MHowever, it had bean
stripped of a proposal intended to slow major alrline mecgers.

Dorgan said several committee Democrats privately admitted
after the hearing to having serious concerna about alrline
industry conaspolidatlion. Hevertheless, "I'm not unmindful of the
fact that soma key pecple [will] sbject te anything® that might
keaep the TWA-American transaction from being completed, he said.

The Commerse Committes, of which Dorgan 1s a mamber, alas laac
wealk approved by voles vete a bill designed ta strengthen the
government's hand in disciplining alrlines that mistreak
passengers.

Senate Majority Leader Lobt told CongresabDaily Tuesday that he
might tey to bring that passengers’ righes legislation to the
floor next weesk, or wheEnewver the chamber concludesz debate on
campaign finance rceform legislation.

Dorgan hinted that he might seesk to attach a wersion of his
airline-merger moratorium legislation to that bill. "Secvice and
pricing will not improve untll there is ceal competition,™ Dorgan
said.. — By Famsla Barnstt

COLUMM: QUTSIDE INFLUEMCES
Menay For Mothing?

Maney changes everything, or as the adage goss, But as the
Senate debaces legislatien te drastically eurb the amsunt of
maney Lo polities, 1t 48 workh asking: Does it really? An Oucside
Influenzes review of the tep campaign conttibuters in the 1983-
2000 elestion cycle finds chat many of the most gensrsous
corporations actually scored few legislacive wicrtories.

The regional Bell cperating companies, for example, showveled
more than 35 million in unlimited "soft money®™ contribotions to



the political parties in the last two years, according to the
nonpartisan FECInfo. But the Babhy Bealla' top priority--broadband
legislation--was never even besn brought up for a vote in a
single congressional cosmittee. Ancther Bell priority, a bill te
and so-called reciprocal compensation payments, was buried by the
very aams House Republicans who were collecting all the corporate
Bell checks.

Cne of the Baby Bells, SBC Communicatleons, was the Eourth
largest sofc money contributor, with 51.78 millien, while Ball
albling Verizon Communicartionsa ranked eighth wicth £1.46 million.
BallSsuth and Qweat Comsunlcatisns kicked in ansther S940,000 and
$830, 000, respeckively. To be sure, ATET--the leading sofb money
conteibutar in 19%9-2000--helped block the Baby Bells' peb billas,

But ewven the former Ma Bell, which rang up 33.6 mllilisn in
soft money durlng the sycle, could not buy the support 1t needed
to acoomplish its most important goal of the sessions
Congressional leaders discopmected a last-minute bid by ATET to
tuck a provision into & musat-pass appropriastions bill to lift
federal limits on the size of cable companies. A federal court
wag more recepbive; however; striking down the cable limitation
earlier this month.

Even when the entire Bell family partmered with long-distance
companles MCI, WorldCem and Sprint in an attempt te eliminate a
century-old tax on phone servies, the ceskbined 510 millien in
seft money coentributiens could net purchase an unblemished
vigtory. Congress passed the bill, buc former Presidenc Clincen
refused te aign ir.

The telescommunications glants are not alene. Other major softc
money contrlbutors of the 199%=2000 slaction cycle finlahed the
106th Congress without & clear legislative victary.

Everyofie knows how Micresafe ($1.67 million im soft manay)
fared. Enron |Mo. 13 with $l.16 million) and l1ts CEOQ Ken Lay
($325,000] could not spack action on a bill to reskructure the
nation's eleckcicity markets. And Lockheed Martin Corp. [Ho. 15
with $1.15 million] suffered several high-profile setbacks.

5till, several of the largest soft money glvers scored subtle
victorlies by running out the clock on their cpponents'
legislative pricrities. Freddie Mac (52.4 million) slammed the
door en leglalation that would hawve welcomed new cempetitlen inte
its neighborhood.

Other generous soft money givers that did not score direct
lagislative wins on Capitol Hill earned important wictories from
fadaral agencies during the eycle. Fedsral Express [£1.46
millien) and UPS (51.33 millien) each received impertant landing
eights frem the FAA. Meanwhile, ATLT, Verizen, 3BC and He. 11
Citicorp (S1.2% million] secured federal approval for huge
corporate mergers.

5cill other companies that gave handsomely could be prepacing
for upcoming legislative batbles on Capitel Hill, according to
campaign finance experts. "They may not hawve anything specific
now but they may be laying the groundwork for a receptive
Congress or administratien inm the future," said Kent Cooper, who
runs FECInfo. "You need to make your Eriends before you need
them. "

Lebbyiats for thes tep corporate contributors aay the donations
ara not intended to guarantes approval ef thelr top congressional
priorities. "IL's not as simple as: “Put money in here, cutput
legislation here,'" cbserved one industey lobbyiat.

As eavidencs, the lobbyfiat pointed te the phons industry's
partnerahip to end the telephone tad. Conaldering the asft money
apent by the induatey in support of 1te allies, the lebbylat
said, "that should have béeen a slam dunk."” == By Brody Mullins

LABOR
Legislators Push Wew Ergonomics Action As Bush Signs Repeal



Fresident Bush Tuesday signed a bill into law terminating
controveraial Clinton administration ergqonomics requlations--
drawing pralses from business groups but condesmation from labor.

On Capitol Hill, adwocates on both sides sald the issus could
be reviaited,

"Musculoakelatal injurlies in the workplace are a wvery asrloua
isauwe, but there were signlficant problems with this regulation,®
sald House Education and the Werkicrce Chalrman Boshner.

Business interssts had feught hazd te kill the regulation,
saying it would cost them billiona of dollara and everrlde
veluntary progra=s already in place.

Labor groups suppotbed the Clinteon rule, which was overturned
earlier this month thisugh the fifst succesaful use of the
Congressional Review Ase,

Sen. John Breaux, O-La., who voted with five other Senate
Democrats to woid the rule; has said he would push to introduce a
bill directing the Labor Department to develop a new rule.

In & statement released by the White House, Bush urged an
alternative to the scuttled regulation.

Bush said that he was signing the resclution because "ln
exchange for uncertain benefits, the srgonomics rule would have
coat both large and small employers billicns of dollars and
presented employeras with overwhelming challenges.®

ENERZY
Tauzin, Barten Seek Ways To Ease calif. Enecgy Criais

Koy Republicans on the House Energy and Commerce Commlbtes
signaled willingness Tuesday te move legislation seon to help ald
consumers in California shocked by a mounting eleckricicy ccisias,

Hawewsr, the Republicana zald they would not intrcoduce any
legislation unless they were convinced that congressicnal action
would do more good than harm.

House Enecgy and Commerce Chairman Tauzin and Energy and Air
Quality Subcommittes Chairman Joe Barton, R-Texas; said they
would take a loock at neas-term solutlons to the Califormia crisis
at a hearing on the issue.

Barton said he would make a decision by the and of the week:
If he dosa Lntrodiuce a bill, it would be a departure from many
mambars of his party who have urged that Califeornla take care of
its own problems.

—E—=g-@-g—-E—-o—-a—

FOLITICS
Martinez: Congress Should OK Larger Rental Heusing Loans

HUD Secretary Martinez said Tuesaday the government should
guarantes larger loans for companies that want to build rental
housing, while predicting the change would generate an addieional
3,000 apartments, the Associated Press repocted.

HUD wants Congress to increase the limit on Federal Mousaing
Administraticon loans by 25 percent; a proposal that was included
in President Bush's budget plan.

The department predicted that the change would allow for an
extra 5300 million in construction of about 3,000 additional
units in 2002. It would not affect the federal budget bacause FHA
iz self-fundad by pramiums paid by borrowars, HUD sald.

Under law, HUD can enly preovide FHA inaurance of about 540,248
per two-bedroom apartment, a figure that varies by region.

Since the Limlit on loan alze was last incesased in 1592,
csnatruction coata in some areas have risen by 25 percent or
more, HUD sald--arguing that these lhcreasing coats, coupled with
the stabtic lean limits, have diiven developers to more lucrative
projects.

HERLTH



HIMKA Official S=lected As Eealth Staff Director

bean Aosen; a senior vice president and general counael of the
Health Insurance Association of America, has beesn named staff
digector of the Senate Health, EBEducation., Labor and Fensions
Public Health Subcommittes.

Senats Pubkllc Health Subcommlttes Chalrman Bill Frist, R-
Tenn., named Hedlcare, prescription drugs and patient
protectlions, along with inadeguate lnsurance coverage, as lssues
Fosen wWould help deal with.,

Before working at HIAR, Rosen was majority counael for
healthcare lasues for the House Waya and Means Committes. Rossn
teplaces Anhe Phelps, whe now works for the White House.

PFOLITICS
Bush Mominates Two Trade Deputies

President Bush Tuesday announced his intention to nominate
Peter Allgeier and Linpet Deily for the posts of deputy United
States trade representative with ambassadorial authority.

Allgeler currently works in the Bush White Mouse, secving an
senior director for interpatiopal affairs at the Hatiopal
Economic Council. Before joining the NEC, he had served in the
Dffice of the U.5. Trade Representative since 1981, working in
the Western Hemisphers and the Western European and the
Mediterranean divisions.

Deily is presencly vice chairman in the office of the
preaident of the Charles Schwab Carp.

FLOOR SCHEDULE

*SENATE*
Convenes at %:30 a.m. to resume conslderation of campalign finance
reform legislation. Votes are possible throughout the day.

Houae
Convenes at 10 a.m. to consider flve bills under suspension of
the rules.

TCSOAY
=5ENATE COMMITTEES=

AFFROFRIATIONS

HATO Tzaues

Defense Subcommittes hearing on FYOdZ appropriations for HATD
Issues. Witness: General Joseph Halston, Supreme Allied Commander
Europe. 192 D30B. 10 a.m. Contact: Z202=2Z4=34T71. [Rewvised.)

ARMED SERVICES

Defense Budgekt

keadiness and Management Support Subcommittee hearings on
proposed legislation authorizing funds for FYD2. 232-A RSOB. 9:30
a.m, Contact: Z0Z-Z24-3871.

COMMERCE

Rail Tranaportation

Surfaca Tranaportation and Marchant Marine Subcommittes ocwvaralght
heacring on the Surface Transportation Beard. 253 RBOB. %:30 a.m.
Contack: Z02-224-5115.

ENERGY AND HATURAL RESCURCES

Energy Owverview

Full committes oversight hearing to review enecgy trends and

recent changes in &nergy macketsa. 106 DSOB. %:30 a.m. Conbact:
202-224-4571. (Reviaed.]

Klamath Project

Water and Power Subcommittes oversight hearing on the Elamath



Project in Oregon. 628 DECA. 2 p.m. Contact: 202-224-4971.

ENVIRCHMENT AND FUBLIC WORKS

Clean Alc/Energy

Clean Alr, Wetlands, Frlvate Property, and Huclear Jafety
Subcommittes hearing oen harmonizing the Clesan Alr Act with the
nation's energy pelicy. 406 DSCB. % a.m. Contact: 202-224-6176.

FORELGN RELATIONS

Grasn Hamination

Full commitces hearing on the nomination of Grant Geeen Je. of
Vieginla te be undersecietacy of State for management. 419 DSOA.
2 p.m. Contack; 202-224-4631.

JUDTCTARY

Aviation Competibtion

Antitrost, Business Hights and Competition Schocommittes hearing
to examine aviation competition and issues involwving
concentration at high-denslty airports. 226 B50B. 10 a.m.
Contackt: 202-224-5225. (Revised.)

INTELLIGENCE

Intelligenca

Full committes hearing on lntelligence matters. 21% HS0B. 3 p.m.
Contact: Z02-224-1700. (Closed.)

=HOUSE COMMITTEES=

AGRICULTURE

Rice Industry

Full commitbas henring te review faderal farm :nmﬂity programa
with the rice ipndustry. 1300 LHOB. 10 a.m. Contactt 202=225-21T71.
[ReEvized. |

APPROPRIATIONS

CFTC Oversight

Agriculture Subcommittes oversight hearing on the Commodity
Futures Trading Commiasslicon. 2362-B RHOB. %:30 a.m. Contact: 202-
225=-2771.

JUDICIARY

Commetce, Juatics, State and Judiciary Subcommittes hearing on
the Adminiacrative Office of the U.5. Courta; judicial efficas,
H=30% Capitel. 10 a.m, Concact: 202-228=2771.

Defense Peadiness

Defense Subcommibtes hearing on military readiness, H=140
Capitel. 5:30 a.=. Contact: 202-225-2771. [Revised/Closed.)
Hurricans Funds

Foreign Operations, Expost Financing and Related Progzams
Subcommitbtes hearing on implemsntation of the Hurricane Mitch
supplesental appropriation, involving the GO and the inspector
general of the Agency for International Development. H-144,
Capitol. 10 a.m. Contact: 202-223-2771.

F¥02 Appropristiona

Interior Subcommittes overalght hearing on the Offize of Special
Trustes for American Indians, trust referm. B-308 RHOB. 10 a.m.
Contact: 202-225-2771. (Revised.|

Fil2 Appropriations

Laber, HHS Subcommittes hearing en FYOI appropriaticns under its
jurisdievian, 2358 RHOB. 10 a.m. Contact: 202-225-2771.

FYD2 Appropriationa

Milivary Construction Subcommittes hearing on FY02 approptiations
for Family Housing Privatizatisn. BI0D0 RHOB. 9:30 a.m. Contasti
202-225-2771.

Transpoctaticn Rppropriationg

Transportation Subcommittes hearing on FY0Z appropriations for



AMTEAY,. (R=scheduled from Feb, 28.) 2358 RHOB, 10 a.=. Contact:
202-225-2771L,

Treasury Appropriations

Treasury-Fostal Subcopmittes hearing on FY0I approprlations fox
treasury lnaspesctor gensral and treasury lnaspector general for tax
administration, 235% RHOBE. 10 a.m. Contact: 202-225-2771.

Y02 Appropriations/VA-HUD

VA-HUD-Independent Scommittes hearing on FY02 apprepriations. H-
143, Capitel, % a.m. Contact: 202-225-2771.

VA-HUD-Independent Scammitces hearing on FY02 apprepriations. H-
143, capitsl. 1 p.m. Contact: 202-225-27T1.

AFMED SERVICES

Hacfonal Security

Full ocommittes héaring on mational security. Witneases: former
House Speaker Gingrich and former Sen. Gacy Hart;, DO-Colo., 211B
RHOE. 10 a.m, Contact: 202-2Z25-4151.

BUDGET

Budget

Full committes markup of the FY02 budget resolution. 210 CHOBE. 10
a.m. Contackt: 202-236-7270.

Educatlon and the Workforce

Commlites DrEganization

Full committes mackup of the commitcee oversight plan and
amendment te the commitces pules. 175 RROB. 19:30 a.m. Contacc:
d02=-225-4527,

Energy and Coftmeros

Alrline Mergers

Commarce, Trade and Consumer Protection Subccsmittes hearing an
airline mergers and consumers. Witness: Rep. Louise Slaughter, D-
K.Y. 2322 RHOR, 10 a.m. Contacti 202-225-2927, (Revised.)

E-Mail

Telecozmunications and the Internet Subcommittes marckup on
H.R.T1H, tEhe Unsolicited Commercial Electronic Mail Act of 2001.
HCTE: This markup may extend to subsequent days as necessacy.
2123 RHOB. 10 a.m. Contackt: 202-225-2327.

Financlal Secvicea

Fea Relief

Capital Markets and Securltles Subcommittes mackup of the
Investor and Capital Markets Fee Relief Act. 2128 RHOBE. 10 a.m.
Contack: Z02-235-7502.

Businesa Checking

Financial Imstitutione and Consumer Credlt Subcommittes markup of
H.B.574, the Small Business Interest Checking Act, and H.R.1009,
the Business Checking Fresdom Act, 2126 RHOB. 2 p.m. Contack:
202-225=7502,

GOVERNMENT REFRGEM

Pennsylvania Ave.

District of Columbia Subcommittees hearing on the futuze of
Pennaylvania Ave, in front of the White House., Witnesses: DC
Mayor Anthony Williams, DC Council Chairman Linda Croppr John
Parsons, associate regional directeor of lands, rescurcea and
planning, Mational Park Service. 2154 RHOB. 10 a.m. Contact: 202-
225-5074.

Pending Businesa

Government Efficiency, Financial Management and Intergovernmental
Felations Subcomsittes mackup of pending mattees, 2247 RHOB. 10
a.m. Contacci 202-225-5074. (Reviaed.)

International Relations

FCREIGH BELATIONS
Full commitEes fﬂ.ﬂ]‘.’.ﬂp of the Foreign Relations Authorization Act
for FYO2 and FY03. 2172 RHOE. 10 a.=. Contacti 202-225-5021.



JUDICIARY

Unborn Yictims

Constitution Subcommittee markup of H.R.503, the Unborn Wictims
of Violence Act of 2001, 2237 RHOB. & p.m. Contact: 202-225-3951.
Juvenile Offendsra

Crime Subcommittes markup of H.R.BE3, the Conssquancea for
Juvenile Offendera Act of 2001. 2237 RECB. 10 a.m. Contack: 202-
225-2851.

SCTENCE

Earthquakes

Research Subcommittes heacrlng on life in the subductlen zone.
2318 RHGB. 2 p.m. Contack: Z20Z-225=-63TL.

INTELLIGENCE

Pending Matbers

Full ocommittes briefing on pending intelligence matters., H-4035
Capitol. 2 p.m. Contactr: 202-225-4121. [Hew/Closed.)

TRANSPORTATION AMND INFRASTRUCTURE

Highway Outlook

Highways and Transit Subcommittes organizaclonal meeting and
hearing on the sutleck fer the natlon's cranslt aystems. 2167
RHOB. 10 a.m. Contact: 202-225-9%446.

VETERANS® AFFAIRS

Pending Leglialatieon

Full commities mackup of H.R.601, the Vecerans' Opportunitcies het
of 2001, and H.R,811, the Veterans' Hospitals Emergency Repalr
Act. 334 CHOB. %:15 a.m. Contact: 202=225-9164.

WAYS AND MEARNS

Tax Relisf

Full committes hearing on the president's tax relief proviaicons
that affect individuals. Witnesses: Rep. Gerald Welles, B-I1l.;
Sen. Kay Balley Hutchison, R-Texas; Bruce Bartlett, senlor
fellow, MHatlopal Center for Policy Analysis: Charles Donovan,
executive vice president, Family Fesearch Council; Wendell
Primua, director, income security, Center on Budget and Policy
Prioritiea. 1100 LAGB. 10 a.m. Contact: 202-225-1625. |(Revisad.)
Cn the Hill Today

Campaign Finance

Hews conference for reintroduction of a campaign finance refarm
Bill, Participant: Rep. Asa Hutchinesn, R=Ack. 2226 BHOB. 10 a.m.
Contact: Christian Brill, Z0Z=-225=4301.

DEFENSE

Kews conferénce on President Bush's budget requeat and the
adverse effect on veterans. Participant=: Reps. Lane Evans, D=
11l., Bab Filper, [-Calif., John Dingell, D-Mich., Silvestre
Reyes, D-Texas, Victor Snyder, D-Ark.; Clirco Hodriguez, D-Texas,
Ronnie Shows, D-Miss., Shelley Berkley, D-Nev., and Hichael
Doyle, D-Pa. HC-%, Capitol. 1130 p.m. Contact: Bill Crandell,
202-225-2506, (New.)

DamocEats

Senate Democrats dugout news conferance. Fartlcipant: Senatae
Minorivy Leader Daschle. 3-224, Caplitel. 10:45% a.m. Contact: 202-
224-5556. [Hew.|

Environmant

International Snowmabile Manufacturers Asan. Lunchesn briefing to
uAvell a new guieter and cleaner snowmsblle. Participant: House
Ethicsa Chairman Hansen. 1334 LHOB.Moon. Centact: 317=-881=-1498.
[(Hew., §

Water Environment Federation and American Socisty af Ciwil
Engineers Environmental and Water Resources Institute Washington
briefing. Participants:, Ti30 a.m., FRep. John Duncan, R=-Tenn..



keynote apeaker, Capitol Contacts Breakfast; noon, Capitol Hill
visnits. Hotel Washington, 515 15th St., HW. Contact: T03-6H4-
2400,

FORELGH AFFALRS

Hews conference to introduce a reaslutlon oppoaing China's bid to
hoast the 2008 0lymples. Fartlelpants: Repa. Tom Lantos, D-Callf.,
Christopher Cox, R-Calif., Mancy Pelosi, D-Callf., and Frank
Welf, R-Va. House Radie/TV Gallery, Capicel, 5:30 a.m, Contact:
Paul Wilkinaen, 202-225-€168. [Hew. |

Wews confersnce on U.5. poliecy toward KHorth Kerea. Parcticipantc:
Rep. Barfey Frank. House Radie/TV Gallery, Capitel. 11:30 a.m.
Contacti Z02-225=-5931. {Hew.]

Senate Caucus on International Marcotica Contrel. Heacing to
cxamine the use and effecta of the drug Ecstasy. 216 H30B. 5:30
a.m. Contact: 202=-224-3032. {NHew.]

HEARLTYH

American Lung Aasn. news conference to support for the
Comprehensive Tuberculesis Eliminatlon Act of 2001. Participanta:
Reps. Sherrod Brown, D-Ohio, Constance Morella, R-Md., and Rep.
Henry Wamxman, D-Calif. B-318 mHOB. 10:=:30 a.m. Contact: Diane
Maple, 202-T85-3355.

House Leaderahip

House GOF Confersnce. Closed mesting on parcy lssuss. Scakesut,
Center Steps Hallway. HC-5, Capltel. 9 a.m. Contact: 202-225-
5107, (Hew.)

SCCIAL ISSUES

Wews confersnce on the president's charicable chofce inieiative,
Participanta: House Speaker Hastert, Republican Confersnoe
Chairman J.C. Watts, Je., R-Okla., and Rep. Toay Hall, D-Ohio.
311 CHOB. 10:15 a.m. Contact: 202-225=2800. [Hew.)

Hews conference to introduce the Clear Your Good Hame Act,
legislation that would help those marked for life with wvolded
arrests. Participant: Rep. Jerrold Hadler, D-H.%., 2226 RHOB.Hoon.
Contack: 202-225-5635. (Hew.l

Democratic Caucus Task Force opn Children. News conference to
wnvell a task force report on how President Bush's budget outline
would cut valuable childran's services. Particlpants: Hounm
Minority Leadsr Gephardt, Reps. Martin Frost, D-Texas, Rosa
DeLauta, D-Conn., and Lynn Woolsey, D-Calif, HC-%, Capitel. 11:30
a.m. Contacc: 202-22%-%161. (Naw.]

Call To Benewal. Sreakfaat reception and congresslenal dialeague
en "Facing the Divide: Msbhllizing Metworks te Overcome Poverty,"
% a.m., Congressional Dialegue., Participants: FAeps. Mark Souder,
R-Tnd: Charlea Stenholm, D-Texas, and Tony Hall, D-Chio; Sens.
Rick Santorum, HE-Pa., and Sen. Paul Wellstone, [-Minn. B-340
BEHOR, 8 a.m. Contact: Kim Priore, 202-328-BT45. [(Hew.]

Viclence Policy Center apecial investigations briefing on "Lying
and Bujying: Using False Information to Cbtain Firearmsa.™
Participants: Rep. Henry Waxman, D-Calif., and Kristen Rand,
legislative director, VPC. 2203 RHOB. %:10 a.m. Contact: Naomi
Seligman, 202-822-8200. (Hew,.|)

TAXES

Hews conference te inteoduce tax components of the faith-Dased

initiacives plan., Farcicipants: Sens. Rick Santerum, R-Fa., and
Jaseph Lieberman, D-Cann. Senate Radio/TV Gallery, Capltsl. 11

d.m. Contact: Robert Traynham, 202-224=-0610. (MéwW.]

TEARSPORTATION

Hews conference Eo IRtpoduce lﬂq.i.jlﬂtiﬁh... the Railroad Rebiremsnt
apd Survivoars"® IH:I}.I:I::!'I.I'EMHHI'. AL, ?ﬂzlil‘ﬂ,piﬂl‘..ﬂ-: House Resources
Chairman Young, Reps. James Oberstar, D-Minn., Jack Quinn, R-



H.Y.; and Bob Clemant, D-Tenn. 2253 RHOB. 2:30 p.m. Contact:
Steve Hansen, 202-225-7749 or Jim Berard, 202-325-6260. [Hew.|

TELECOMMUMICATIONS

teaws conference on the Cell Phone Consumer Act. Farticipant: Fep.
Anthony Weliner, D-N.¥. House Trlangle, Capitol. 12:1% p.m.
Contact: £02-225 6616

(e, b

OFF THE HILL TODAY

Campaign Finance

Asmrlcan League of Lobbyists address by 3en. Chusk Hagel, R-NHeb.
Washington Court Hotel, 525 Hew Jersey Ave., NW. 8:30 a.m.
Contacei Pactfl Jo Baber, T03-%60-3011. [Hew.)

PFCRETIGH AFFAIBS

U.5.-Mexico Chamber of Commerce border issoes conference. Agendac
i a.m.; Bep. Silvestre Reyes, D-Texas; 930 a.m.;, Reps. Bob
Filner, D-Calif., and Heather Wilson, R-H.¥.; 1l a.m.; Repa.
Susan Davis, D-Calif., anpd Duncan Hunter, R-Calif.r 1 p.m.;
House Hinorlty Leader Gephardt; 3 p.m., Reps. Ruben Hinojosa,
D-Texas, and Jim XKolbe, R-Ariz. Thomas Jefferson Building,
Library of Congress, 10 Flrat 5t., 5E, Members Foom. 8 a.m.
Contact: 202-225-4831

Immigration

Committes for Economic Developmant paliey forum on pefooming
immigratien. Participanca: Bep. Ioe Lofgren, D=Calif., lunchasn
and keynote speaker. Mational Pressa Club, 14th and F Sc., MW,
Holeman Lounge,Washingten, DC.Neon. Contacti: 202=223=-0776.
[Fayrimed, |

SOCIAL ISSUEE

Hational Assn. of Housing and Redevelopment Officials legislative
conference. Participant: HUD Zecretarcy Mel Martinezr. J.-H.
Marciott Hokel, 1331 Pennaylvania Ave., HW. 8 a.m. Contack: 202-
283-3500. [Revised.)

Hational Coalition Against Domestic Viclence news briefing to
urge Congreas to fully-fund FYO0Q programa combating wviolence
againat women. Farticipanta: Sen. Paul Wellatons, D-Hinnm., Reps.
Constance Morella, R-Md., Sue Kally, R-N.¥., Judy Biggert, R-
Ill., and Asa Hutchinson, R-Ack. Beserve Officers Assn.,
Congressicnal Hall of Honors, One Constitutien Awve,, HE. 9:30
a.m. Contacc: 202-T45-1211. (New.)

TRANSPOETATICH

Wational Fress Club Morning Newsmaker Program holds & discussison
an passengers’ rights regarding airline delays amnd cancellations.
Participants: Rep. Peter DeFazio, D-Ore., and Rep. Louiae
Slaughter, D=H.Y., plus Consumer Trawvel HAights Center and
Consumers Union representatives, Hational Fress Club. 9 a.m.
Contact: 202-6562-7593

THURSDAY
=SENATE COMMITTEES=

AGRICULTURE

Food Oversight

Full commitces oversight hearing <of the Focd Safety and
Inspection Service, 216 HIO0B., % a.m. Concact: 202-224-2035,

AFMED SERVICES

Delense Funding

Full committes hearing on proposed legislatien authorizing funds
for FY0Z2 for the Defenss Departméant and che future yearas Defense
program, foocusing on military strategy and operaticnal
requirements. HOTE: This hearing will be followed by closed



hearingas ipn 222 RSOB. 106 DSOB. 9:30 a.m. Contact: 202-224-3871.

BANKING

Exports

Full committes mackup of 5.14%, the Export Administration Act of
2001, 538 psSOB. 10 a.m. Contact: 202-224-73591.

BUDMZET

Fadaral Debt

Full commitces hearing on debt managementc, Witnessa: Gary Genaler,
farmer underascretary for demestie finance, Treasury Deapartmant.
608 DSOB. 11 a.m. Contact: 202-224-0642.

EHERGY RND HATURAL RESCURCES

Hational Park Service

Wational Parks, Historic Preservation and Recreation Subcommitbes
oversight hearing to review the Hational Park Service's
implementation of management policies and procedures to comply
with the provisiona of Title IV of the MHational Parks Cmnibua
Managesment Act of 199B. 1592 DSSB. 2:30 p.m. Contackt: 202-224-
4371,

FINANCE

Frescrlption Flnancing

Full committes hearing on prescriptieon drugs and Medicare.Zl%
D308, 2:30 p.m. Contaet: 202-224-4515.

FOREIGH BELATIONS

Security Threats

Full cemmittes briefing on the incelligence assessment of
emerging nacional securlty threats. 5-407 Capivel. 10430 a.m.
Contact: Z02-224-4651, (Closed.)

GOVERNHENAL AFFALRS

bBE Metropolitan

Government Mapagement, Restructuring and the Distrlct of Columbla
Subcommitbes hearing on assessing the DC Metiopolitan PD's ¥IK
performance. 34d D50B. 10 a.m. Contact: 202-224-4751.

Health, Education, Labor and Fensicna

Health Services

Public Health Subcommittes hearing to examine increasing access
to essential healthcare services. 430 D30E. 10 a.m. Contact: Z02-
224-5375,

INDIAM RFFAIES

Indian Goals

Full committes hearing on the goals and priorities of the members
of the Mational Congress of American Indlans for the 107th
Congress. 485 RSOB. 2 p.m. Contack: 2Z02-224-32251.

INTELLIGEMNCE

Intelligence

Full committes hearing on lntelligence matters. 1% HSOB. & p.m.
Contact: 202-224-1700. (Closed.)

=HOUSE COMMITTEES=

Adminjsteatlon

Committess Punding

Full commitces mackup of the Omnibus Commictes Punding Resalution
of the 107th Congeeas and ether pending mactera. 1310 LHOB. 1
p.m. Contackt: 202-225-8281.

AGRICULTURE

Livestock Iﬂﬂﬂ.ﬂ.tty‘

Full committes hearing te review federal farm commodity programs
with the livestock industrci. 1300 LHOB. 9:30 a.m. Contact: 202-



225-2171.

APPROFRIATIONS

Medical FPrograms

Defanse Subcommittes hearing on medical programs, H-140 Capitol.
$:30 a.m. Contacty 202-225-2T71.

Y02 Appropriationa

Laber, HHS Subcommittes hearing on FYOZ appropriaticns. 2358
RHOB, 10 a.m. Contast: 202-225-2771.

Tranaportatien Appropriations

Tranaportatien Subcommictes hearimg on FYO2 appropriatiens far
the Federal Highway Adminfstratiosn.2358 AHCB. 10 a.m. Conkact:
202=225=277T1.,

FYD2 Appropriations/ VA-HUD

VA-HUD-Independent Scommitbes hearing on FYD2 appropriations
under its jurisdictionm. H-143; Capitol. % a.m. Contact: 202-225-
2771,

AFMED SERVICES

Research Companies

Military Research and Development Subcommittee hearing on
innovative research companies., 2118 RHOB. 10:30 m.m. Contact:
202=225=-4151, recorded schedule 20:-225-2&75.

Ensrgy and Commercs

California, Part II

Ensegy and Alr Quality Subcemmittes hearing on "Eleccricicy
Markets: California.® 2322 BHOB. 10 a.m. Contact: 202=-235-2927.
Medical Privaey

Health Subcommittes hearing on "Assessing HIPAA: How Federal
Medical Pecord Privacy Regulations Can Be Improwed." 21Z3 RHOB.
10 a.m. Contace: 202-225=2927T.

GOVERNMENT REFOHEM

Telecozmuting

Technology and Procurement Policy Subcommittees overaight hearing
to examine federal government agencies'" efforts to create apd
promote telecommuting programs. Witnesses: Steve Cohen, acting
director, Dffice of Perscnnel Hanagementr David Bibk, acting
deputy director, G538 Mark Lindsey, acting ad=inistrator, Federal
Railread Administration: Tony Young, director of governmant
activities, WI5SH:; Braden allenby, vice president for environment,
health and safety, ATET: Jennifer Alcott, director,
Fradapicksburg Kagional Telework Center. 2154 EHOB. 2 p.m.
Contact: 202-225-5074.,

JUDICTARY

Intellectual Property

Courts, the Internet and Intellectual Propecty Subcosmittes
oversight hearing on "ICARNM, HEW gTLD3 and the PFrotection of
Intellectual Froperty.™ 2141 RHOE. 10 a.m, Contact: 202-225-3951.

RESOURCES

Oil and Gas Cwversight

Energy and HMineral Respurces Subcommittes oversight heacing on
oil and gas rescurces on federal aubmerged landa. 1334 LHOB. 2
p.m. Contact: 202-225-2T€1.

Land Designations

Hational Parks, Hecrsation, and Public Lands Subsommittves maokup
on H.R.107, te reguire an Interier Department study te ldencify
altea and peasurces, to recosmend alterpnatives for commemotating
and interpereting the Cold War: H.R.146, te autherize the Interlior
secretary Lo study the suitability and feasibility of deslgnating
the Great Falls Historic District in Patersan, NY, as a unit af
the national park ayates,1324 LHOB., 10 a.m. Contacesd 202-225-
2761,



SCTENCE

Huclear Safety

Energy Subcommittes hearing on H.R.723, Ciwil Penalties for
Huclear Safety Vielations by Wonprofit Ensrgy Department
Contractors Under the Atommic Energy Act of 1954, 2318 RHOB. 1
p-m. Contact: 202-223-8371,

SMALL BUSIMESS

DEfice of Advocacy

Full commitces hearing te axplors ways to improve the Office of
Advacacy and to make that affiece a more affective vales for amall
businesses within the federal government and the private sectat.
2360 RHOB. 10U a.m. Contact: 202-225=-5821.

Veterans® Affalirs Committes and Senate Veterans' Affaira
Legislative Priorities

Joink full committes hearing to receive the legislative
priorities of the American Veterans of WWll, Korea and Vietnam,
American Ex-Prisoners of War, Vietnam Veterans of Amecica, the
Retired Offlicera Asan.; Hational Assn. of State Directors of
Veterans Affalrs. 345 CHOB. 10 a.m. Contact: 202-225-3527.

on the Hill Thursday

Envirenmant

House Huclear Cleanup Caucus. Briefing en cleanup effortas at
Hanford, Wash. 121 CcHO8. B:45 a.m. Comtact: 202-225-5816

FOREIGH AFFAIRS

Bipartisan newa conference en suffering amd alavery in Sudan.
Participants: House Majorlty Leader Armey and Rep. Donald Payne,
D=M.J. House Triangle, Capital. 1:30 p.m. Contact: Teccy Helt,
202=225=600T., (Naw.)

S3CCIAL ISESUEE

Senate Indian Affairs Commitkes. First 107th Congress briefing on
the genesis and foundation of Indian affaira policy, fncluding
Indian self-determination. TRAA. 10 a.m. Centact: 202-224-2251.

TAXES

Amecican Conssrvative Union news conference on the satate tax.
Particlpanta: Rep. Jennlfer Dunn, R-Wash.; David Keene, ACIU)
Karen Kerrigan, Small Susiness Survival Committes; Kerrl Housaton,
American Conservative Network and others. House Triangle. 11:30
a.m. Contact: Herclie Housteon, 9VI-446-6854. [(New.|

FOLITICS

Hatfonal Republican Congressicnal Campalgn pen and pad
redistricking political briefing. Participant: Rep. Thomas Davia,
R=Va. HRCC, Confersnce Room, Znd Floar, 320 Firat 5t., SE. 11
a.m. Contacti Carl Fortl,202-47%-7470.

FRIDAY
mSENATE COMMITTEES=
Hane.

=HOUSE COMMITTEES=

ARMED SERVICES

Depot Repalrs

Military Resdiness Subcommittes hearing on cureent and future
viability of depor maintenance repair, focusing on the Pre-Shep
Analyais Bullding, Corpus Christi Army Depot, Corpus Cheisti, TX.
2119 RHOB. 9 &.m. Contact: 202-225-4151.

MCHDAY
=5ENATE COMMITTEES=
Nome.



mHOUSE COMMITTEESe
Hone .
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Subject: wires = California Power Talks

Eodyt

D Principals In Calif Bwr Talks Set To Reconvens Saturday

Dow Jomes Interpational Hews Service via Dow Jopnes

WASHINGTON |[Dow Jones|--The principal negotiators lnwelwved in White
House-brokered talks to solve Callifognia's electricity crlsis are slated to
paconvens hers Saturday afternoon, the U,5. Treasury Department confirmed
Friday.

The resumptlion of high=-lewel talks among top-ranking officlals representing
the Clinton administraticon, Callfornia, and ubilities and power suppllers will
take place at V.5, Depaccment of Energy headquarters at 3:30 p.m. EST.

California Gov. Gray Davis and other key state regqulators and lawmakers are to
pacticipate via a video conferencing link.

The piwvotal negotiating session comea after two working groups involwing
lower-level cfficials have met since Wednesday in an effort to flesh out the
details of a broad settlement package the principals discussed late Tuesday
during a seven-hour meeting at the Treasury Department.



Knowledgeakle sources deacribed Treasury Secretary Lawrence Susmers as taking
an active pole in attempting to forge ap agreement during Tuesday's talks, which
also featured Enepgy Secretary Bill Richarzdaon, White House economic adviser
Gane Sperling and Federal Energy Regulatory Commmissicon Chairman Jamss Hoecker,

Richardson, whe is traveling this weekend in an effort to lebby oll-producing
natlons agalnat a pending production cut, will not be attending Saturday'a
session,

The working group meetings will wrap up sometime Friday, the Treasury
Departmant sald.

The two greups have separately addressed the two primary features of the
proposed sebtlement, which invelve moving the state's Ffinanclally ailing
utilities put of wolatile spot power markets and into Eixed-price Eorward
contracts while power producers agree to "forbearance" on the huge debt owed by
the utilities

The forbeacance and contracts working groups have been meeting sepacately; and
were to copvene a joint sesslon late Friday to compaze notes before repocting
back to the principal negotiators who will cut any final deal.

Those famillar with the talks have expressed a mix of pessimism and cptimism
that & final deal can be steuck, given what they described as unrealistic
Bargaining demands by Gov. Davia.

He has firmly rejected retall rate Increases and resisted demands for the
state to guarantee the nearly 512 billion utilivies have paid over the last
eight menths for wholesals power but been unable te pasa along under
atate-mandated frosen retall rates,

Further complicating the talks have been demands by Davis that the prcoposed
long-term poWer contracts be at rates far below the production costa of
electricity generators.

But lately the pessimism has been tempered by signals that Davis may be
persuaded to relent Saturday in his cppesition to a atate-backed securitization
of the utilities' undercollections.

"Let's see thelr plan, and then we'll talk about that," Steve Haviglio, the
governor's spokesman, said late Thursday.

Davie reportedly has been undar increasing pressure from Wall Stresc and
Clinteon admintstration officials to reconsider his oppositien to securitization.

Without a state credit guarantee, a work-out plan can’t be struck, the
utiflities will enter bankruptoy and the state's power grid will collapse into
blackouts, scurces familiar with the talks warn.

The affected utillities are Southern Californmia Edison Co., a unit of Edisen
International (EIX], and Paclfic Gas & Electrlic Co., a unlt of PGEE Corp. (BCG).

By Bryan Les, Dow Jones Hewswires, 202-863-6€47, bryan.lesefdowjonss.com

{END] Dow Jones Newswires 12-01-01
21006MT
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Calif power talks aim to reach solution on Saturday

WASHINGTON, Jan 12 (Resutsrs] - Treasury Secretary Lawrencs
Summers, other senicr Clinton adminlstration officiala and top
axecutives of electric power companies tentativaly planned to
maat on Saturday to finallze a fix for Callfernia's powsr mass,
a4 source cloaes to the negotlatlons said on Friday.

The high-level mesting was set to take place at the Ensrgy
Department at 3:30 p.m. E3T (2030 GHT), with scme Californmia
afficials participating wvia teleconference, the source sald.

The state natrowly averted rolling power blackeuts on
Thursday as already tight supplies of electricity fell =o
dangerausly low levels because of 4 severs ators.

Friday marked the fourth day of negobiations among
lower-level aides to map out detailed proposals for shorct- and
long=-term solutions to Califorpia's chronic electricity
shortage and skyrocketing prices.

If the Friday talka failed to make as much progeess as
hoped,; the Saturday session could be downgraded to ancther day
of negotiaticns among lower-level officials on technical
issues, according to another source.

Susmers and Energy Secretary Bill Richardson launched the
negotlations on Tuesday to prevent the bankrupteoy of FGEE Corp
<PCE. N> and Edison Internacional <EIXK.H», which sould ripple
theoughsut che national sconomy,

Bath utlilitiea say they have run out of cash because of
runaway prlees wholesale power, which are new tenfeld higher
than one Year ago. Under California’s landmack 1996
dersagulaticn law, the higher wholesale prices cannot be passed
through To consusers.

The two utilities want a S0-day reprleve in repaying
billions of dollars to out-pf-state power genecators, as well
as the ability to sign long-term contractsa to lock in lower
prices.

{ iwashington, commodsensrgy. newsroom@reuters .. com) |
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=0T POWER POINTS: By The Numbers, Calif Pwr Deal Looks Good

Dow Janes Inteérnational News Service wvia Dow Jones

By Mark Golden
A Dow Jones Wewswires Column

HEW ¥ORK (Dow Jones]--Grandatanding by negetiators in Washington, D.C., on the
California alectricity crisis indicates the aldesa are too far apart for an
agreement this weekend, but the actual pumbers inwvelved ralse the guestion: How
can they not gat this done?

Califernia Gov, Gray Davia, on behalf of the utiliviea that centribute aa
generously te his campalgh funda, ia demanding three-year supply contracta at
5.5 cenks a kilewatt-hour. "We've gob to stop the hemorrhaging of ukiliey cash,
but I can't posalbly hawe another rate increase of any state bailoue,™ the
governor ia saying.

According to sodurces; U.8. Treasury Zecretary Lawrence Summers and the



generating company chief executives looked at Davis with a "What are you
amaking?® expression several times Tuesaday night. The generators' stance ias that
the market price is 8.5 cents/kwh and only if the contracts grun for elght years.

But that's all juat negotiating position. The cuatomera of Edlacn
International®s (EIX) Southern Callfornia Ediscon currently pay the company 7.6
cents/kwh juat for enepgy. That price includes last week's one-cent ralse, but
not ather charges such as transmissien and distributien,

Edigon generates half the powar 1t nesds at a cost of absut 3 centa/kwh. 3o,
putchaging the obther half at 5.5 cents/kwh would de & lot moce than step the
hemarrhaging. If the cost of purchased power were 5.5 cents, Edisen's average
cost would he 4.3 cents, for which they are getting pald 7.6 centa. That 3.3
centskwh profit on the 83 billion kwh Bdissn sells a year comes to a whopping
2.7 billion annually. End of credit problem.

PGEE Corp.'s [POG) situation 1s more difficult. Their customers pay leas for
electerlcity, and PGEE only generates a third of its own power; but they have
lower generating costs than Edison. Bottom line: LI PGSE could buy supplles at
5.5 centsSlkwh, they would be left with 1.% cents/kwh profit.

Unfortunactely for the utilities, Californla independent generaters, such as
Eellant Energy [(REL), NRS Enecgy (HRZ), Dynegy [(DYH), Seuthern Energy (S0E] and
Duke Energy (DUK], can't get their prices down to 5.5 cencs/kwh in Califernia
given the current macketc price of natural gas,

But they den't need anycthing slose te 8.5 cents for elight yeare. The [erward
price for wholesale power in California fer the balance of this year i1s 18
cents/kwh for the on-peak hours, which is what the uytilities maatly need to buy.
The an-peak price drops to 11 cenka/kwh for a three-year cONEcAct becauss New
generators and new gas supplies are expected to come on line. For an eight-year
contrack; the price drops to about 7.3 cents/kwh.

At 7.3 cents, PGLE would be heading to bankruptcy court. But the generators
will get to aell PLGEE some off-peak power, too, which brings the average price
down & little further. If the governor guarantess really guick licensing for a
couple of new power planta in neorthern Callifornia, the price comes down a lot.

What's mere, to save deregulation in the ¥.5. the genarators are willing to
cut to the bone. The stocks of Dynegy, Encon Corp. [(ENE),; ete., have high
price-to-sarnings ratiocs because their sarnings are expscted to continue stecng
grewth under mlectrie dereagulation. Thay are the smarging masterz of a
deregulated universe, but 1f deregulation were ©o throw PGLE and Edisen inte
bankruptey csurt, there wouldn't be any deregulated electrie universe to master,

A= one electricity trader put fit: "They have got to get a deal done. If they
don't get "The California Energy Crisis"' off of CHEC every 30 minutes, I'm going
to be out of a job."

Generators' stock prices have been getting hammered sipce the firat of the
year due to several factors, such as profit-taking after a great 2000, according
to Credit Suisse Flirst Boston utility analyst Paul Patterson. Duke's atock has
fallen to $6& from $85 since Dec. 29, for sxa=ple.

Peices of generator stocks have come down hapd, in parft, because a Callfoenia
catastrophe would derail dersgulation in many atates and the fopecasts for
generators' sarnings growth would be gquestioned, accopding to Selemesn Smith
Barney analyac Ray Miles.

That's the Finances, The physlcal reallty is that the western U.3. probably
Won't have ﬂl'll!l'l.lg‘h ﬂl&ﬂttitlt!.“ ta meat demand for the cest of this YEAr. Stﬂl'.'tll:'l.q
in !Ehi'llﬂi"f.. if a deal 18 dene, Callfornla utilities wWwon'E bhe ehe lase in line
to get Ehair POWELr, and the cthreat of blackoubs wWwill be Epktﬂ.ﬂ QUL across the
Kest.



@ther than that, where's the rub? Under derequlation, consumers wWere supposed
to get market rates in 2002. Bagped on the current forward market apd the
utilitlies"' cost of retalned genecators, T cents/kwh for the rest of this year is
a great deal. For 2002, it's falr, but for 2003-2008, it's terrible., Thes current
purchase price for those yeara is about 5 centa, With utility-owned gensration
at 3 centa, consumers will be paying 7 cents/kwh when they should be paying 4
centss Kwli.

And the 2.4 centa/kwh competition transitien charge (CTC) that was aupposed ta
end in 2002 has to be extended several more yeara. The CTC is "non-bypassable,™
which means 1f you leave the lecal smoncpoly for an altecnative supplier, you
seill hawe to send a couple of centa/kwh to the old ukiliey.

Raktepayer groups gok about 40 people to storm the PGSE corporate headguarters
this wesk owver the one cent rate increase. Another rate increasze would cause
riots and ballot initiatives, and cost Davis his job.

But can consumer groups get people out in the atreets over a deal that's great
now; but overcharges them stacting lm 2003% I doubkt Lt.

Buainesses such as Intel Corp. (INTC) will know they are getting the short end
ef the stiek financlally and that power ln the western U.5. 1s still unreliable,
so they will declde to bulld new factories ln other states. That's how you
Bvpass non-bypassable charpges. It will be bad for the stace®s econemic growth,
But Califernia neesds to stop adding eleccricicy demand.

The estars are aligned for a deal wery scon: eight days left before che
executive branch of the U.S. governmsnt changes from cne that wants te help
Davis T one that wants £4 hure him; about che same amount of cime is left
before the utilieies run out of cash; Fforward poWer prices have come down a lot
in the past 30 days, but could easily stact to rise again; merchant power
company stock prices have been punished for two weeks, and their executives
don'"t want to kill the golden goose.

How can they not get this dopne?

-By Hark Golden, Dow Jones NWewswireay 201-938-44604; mack.goelden@dowjcnes.com

{END} Dow Jones Newswizes 12-01-01
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From: Squitien, Ray

Sent: Thursday, February 21, 2002 1219 AM

To: SearchCameo

Subject: CAMEO Recon found a wand: Enron senl by Jone-Lin Wang to Ray Squitienifdo lreas.gov'
on 132001 3:28:44 PM

This message was found te have a Critical Word im it. Message Jant to
"Ray.Squitierifdo.treas.gov', From Jonsa-Lin Wang, CC to , Date 1/2/2001 3:28:44 PH,
Subject of message FW: Dally Electrlis Power Wewas - 31-02-01

Wordis| Eound: Enron

----- Original Message=====

Fromi Jone=Lin Wang

Sent; L/2/2001 3:28:44 PM

Feceaived: 1/2/200) F:26:27 PM

Ton 'Ray.Sguitieriddo.trean.gov’, SHTPrRay.Sguitieri@do. treas.gov

o

Subject: Fil: Daily Electric Power News - 01-02-0]

Body:

Try this teoo,..woef

----- Original Message-----

From: newa@mall.ensrgycenctral.com [malltoinewsdmall.enscgycantral.com)
Sent: Manday, January 01, 2001 T:20 PM

To: jwangloers, com

Jubject; Dally Electric Power Hews = 0l=02=01

Enron Energy Information Solutions

HOME | HEWSHOOM | EVENTS | JOBS | BUSINESS CENTERS | DIRECTORIES | DATARASES
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ENERGY CENTRAL MEWS SPONSORS

Want to hire the best professionala the snergy Industry has to effer? Fost your
open positions in the Energy Central Job Center. FREE with every posting ie one
announcement in our Jeb Watch e-mail! Circulated te more chan 25,000 lnduscey
professionala weakly, the Jeb Watech will put your pesicien in front of che beat candidatas
possible. Yaour firat 30-day peoating is abaslutely FREE! Click here for your FREE poating:
hrop:/ www.energycentral . comfsections/jeba/

Looking for that last piece of information®? Sign up far a FREE trial of the Energy
Central Data Center to got the information you need to complete your analysis. Avallable
immediately, the Data Center includes: FERC Form 1, EIA Form 861, Deregulation
Legialation, and Rate Tariff databases. The Data Cepter iz your desktop ressarch center,
Visit today to clailm your FREE databasa trials:
http: /S www.anergycentral .. comfsactions/datacentar/datacentear home.cfm

TSP STORIES

Gepesis of State's Energy Flasce [/ String of Bad Declsions on Deregulatien Could



End Up Coating Consumers 540 Billion

Dec 31, 2000 - The San Francisco Chronicle Hext month, about 10 million Californians may
bagin paying as much as 30 percent more for electriclty, inm a4 maddening coda to one of the
most costly public policy mistakes ever made.

End Aun Arcund PGLE Envisicned / Commisgalon Wanta Plan on 5.F. Ballot
Dec 30, 2000 - The San Franclsco Chronicle 5an Franclsco voters may get a chance next year
te fobm & municipal utilivies disteiet -- & erucial step toward creating a publis power
Ayatem in the sity.

Califermia Ueility OubErages Customsrs with Request for 40-Percent Hate Hike
By Carrie Payton, The Sacramenta Bees, Calif, --Dec, 29%--5AN FRRAMCISCO With natlional fecus
on California's electricity erisis growing, Pacifie Gas and Electric Co. began nobtifying
customers that it wants to boost their electric bille up bo 40 perocent by the end of 2001.

calif Power Rate Hearings Emnd
Dec 28, 2000 - LOS AWGELES, Dec. 28 (UPI) -- Hearings aimed at glving consumer advocates
and vtilicty ocfficials the chance to air thelr views on a looming electricity rate increase
concluded late Thuraday, setting the stage for a decision by requlatora that wvery well may
not please anyone.

Huclear Power May Endure in che U.5. Power Busineag
Des 27, 2000 - Blosmberg Twe desadea after the near-disaster at Three Mile Ialand asured
Ammricans on nuclear energy, the lndustey le showing signs of a comeback, partly because
ef the soacing cost of other fusls,

Competition & Deregulaticn

For more information about products on this topic wisit our Information Marketplace

Topic Sponsor: Energy Central Ceregulation Legislation Database

The Dezegulation Legislation Database, one of the industey's most composhensive and
current compilations, is avallable now in the Data Center. Sign up for yvour free trlal for
accass to this database and related repertsa. Click here:
http://www.energycentral..com/sections/datacenter/datacenter_home.cim

Open Forum; Another Ucility Ballsut Should Leave US Cold
Dec 31, 2000 = The 3an Franciseo Chroniele OUR CURRENT energy problems are urgent and
serfious, But before the governor and the Public Utilitiesa Commission cut yet another deal
costing conswmers billions of dollars, perhapas they should pause to ask the public what
kind of saystem Lt wants and what it will end upwith after investing billions more.

California at Enecgy Impasse
Dec 30, 2000 - Tulsa World Gov. Gray Dawls falled to broker a compromise Thursday betikeen
ubkllity executlves and consumer advocates who ape livid over looming Lncroases in
electricity bills for 10 million Califormians.

Mergers, Acguisitlons & Divestitures

For more information about preducts am this teple wisic sur Infoermation Marketplace

AREE ]:ll.lil‘.ﬂ- Bl.7 PEE of Genef for B4l mln usd after Chilean offer closas
Des 28, 2000 - SANTIAGO [(AFK] - AES Corp has acqulred 61.T pet of Gener SA far B41.2 mle
usd afrer irs offer, launched in Chile on Mov 3, closed vesterday, the Santiago bourse
said.



Missour]i Commission hpproves Empire, UtiliCorp Merger
JOPLIN, Ho.— |BUSIHESS WIRE)-—Dec. 28, 2000-- The Empire District Electric Company
recaived an order today from the Missourl Public Service Commisaion approving the propoasd
merger of Empire and UtiliCorp United Inc,

Electricity Gensrating clese to acguiring staks in BLOF Co
Dec 28, 2000 - BANGHKOK (AFK-ASIA} - Electricity Generating Fle is close to finaliasing a
deal with China Light Powear te buy sharss in BLCP Co, the operator of a coal-fired powar
plant with a capacity of 1,400 megawatts under the independent power producer scheme, bthe
Bangkek Posat gquobted Egcomp president 3itchipern Ratancpad as sayling.

Aboitiz Bguity aocguires Morthernm Mini Hydro Corp for 395 mln pesos
Dec 28, 2000 - MANTLA (AFX-ASIA) - Aboitiz Bquity Ventures said it had acquired Morthern
Mini Hydro Corporation for 395 min pesos.

Huaneng Fower, Shandong Huaneng to merge Dec 3]
Dec 2%, 2000 - SHANGHAT (AFX-ASIA] - Huaneng Power Interpational Inc and Shandong Huaneng
Power Development Co Ltd will merge en Dee 31, the China Dally reported.

Eaces

For more information about proeducts on this toplc wislt cur Information Marketplace

PGEE Tells Puc Bankruptcy Looms without Rate Hike [/ Utility Wants 26% More for
Supplying Electricity
Dec 30, 2000 - The San Francisco Chropicle Pacific Gas and Electric Co. officials defended
their request for a 26 percent rate hike today, telling an emergency meeting of state
regulators that the utility may go bankrupt without an imeedlate infuslon of cash.

California energy companiea lobby for higher rates
5AN FRAMCISCO, Dec 28 (AFP] - Callfornia's investor-owned wtllities need a surge In
electricity rates to save them from bankruptey brought en by poerly-handled deregulation,
the companies argued Thuzsday.

Califernia Utllity Officials Contlnue to Press for Higher Rates
by Jack Chang, Contra Coata Times, Walnut Creek, Calif. =-=Dec. 2Z5==3AH FRANCISCO=-=- Utility
afficials continued pleas for massive rate hikes before a satate commission Thursday and
outlined plans for even more increases in 2001 if wholesale energy costs don't deop socaon.

nitil /Concord Electric Company and Unitil/Exeter & Hampton Electric Company Fuel
and Purchased Power Rates to Increase January 1
Hampton, HH - December 29, 2000 Unitil/Concord Electric Company and Unitil/Exeter &
Hampton Elsctric Company , subsidiaries of Unitil Corporation , today announced that the
Haw Hampahire Publie Utilities Commissien has approved lncraases to their Fusl and
Purchased Powar Adjustment chargea for effect on January 1, 2001.

Many Utillties Reguest Natueal-Gas Rate Hikes; High Costs te Continue Through 2003
Iasueplert, Dec. 2% [(Scientech) The firac blasc of winter temperatures haa ceaulted in
gofme real-world Impacts from the patural-gas shortage and related high prices on Che
wholesale macket. A giowing number of electric utilities actoss the country have requested
rate incsreases in order to cover thelr expenses for obtaining the power, especsially
natural gas, that they smust provide to customers.

Special Offer from this Publisher!



General

For more information about products opn this topic wiait cur Infermation Marketplace

Boosting Public Power
Dec 20, 2000 - Bond Buyer Fublic power weathersd the deregulatien and legislative squalls
of 2000 fairly well and faces what appeara to be & relatively belght and acable future in
2001, azcording to market participants and analysta.

Jalnt Ventures & Alllances

For more information about products on this topic wisit our Information Marketplace
Topic Sponsor: LineSoft

LineSoft Corp. - Specializing in Engineecing Lipe Design & Optimization - Vielt us at
DistribuTECH, Booth #710, Feb, 5 - 7 im San Dlego!

Deals/Contracts

Foer more infermation about preducta on this topic visic sur Informatien Marketplace

Gas Natural wins contract Eo supply electricity eo Madrid milicary hespital
Dec 2%, 2000 = MADRID [AF{) - Gas Matcural 5DG SA said fta La Energlia unit has won a
contract to supply electriclty to the Gomez Ulla military hospital in Madreid.

Poswer Pricing/Supply

For more information about products on this toplic wisit cur Information Marketplace

Silicon Walley preps for energy crisls
5AH FRANMCISCO, Dec 28 [AFP) - High-tech companies in California's Silicon Valley are
acrambling fer backup power scurces as the atate's apergy crisia continueas.

Tranamission & Reliability

For more information about products on this topic wisit our Information Marketplace

PECO Energy Goes to Full Emergency Alert for Hew Year's Weekend Snowstorm
FHILADEL®RIA, Dec, 29 /FPRMewswire/ With a potential major Wor'Easter storm approaching the
ragion, FECO Energy Company said it has moved into an Alert status for its customer
service, operationa and support perscnnel to prepaze for smapgency response.

QGEE Feports Pregeess in Restoring Electriec Jeswvice After Ice Storm
OELAHCM® CITY, Deas, 30 fPRHewswipe/ OGEE Electric Sspvices today reported progress in
reataring electelie asrvice to thousanda of fts customers left without pawer after the lce
atorm of Dea., 25-26.

Arkanaas Utiliey Companies Battle Cold, Bad Weather
Arkansas Desccrab-Gazette --Dec, Z0--3PRINGDALE, Ark. Urility companies made slow progress
restoring power to Morthwest Arkansas costomers Thursday as ice continued to topple trees



and snap power lines.

Utillity Crews Flock to Ark. To Help
Dec 2%, 2000 - LITTLE ROCH, Ark. (APF) - Thera's a high-wire act going on over Arkansas,
cold and cranky after the asscond ice atoerm of the month plunged much of the atate into
darkness.

"Thisa Is a Natural Disaster' Situatien in Hany Areas Ia Golng from Bad te Werse
Daa 30, 2000 - Tulsa World With power lines and satreets acill coverad in 2 inches of ios,
the hospital seill had ne waked Thursday. The maximuse securlty prison was witheut
elecericity. And half-frozen residents were straggling into shelvers after touwghing it out
for days in dark,unheated houses.

TEU ELECTRIC & GAS CHREWS HRESTORE HEARLY 9034 OF ICE VICTIMS
fiallas, TX - December 282, 2000 THlU Electric & Gas crews have restored service to nearcly 80
percent of customers affected by a severe ice storm this week.

Legal

Fer more information about preducts =n this tople visic sur Infeormation Marketplace

Baker Lo Take Charge Resulting From Judgement In ADF Litlgatien
FITTSBURGH== (BUSINEZSS WIRE] ==Dec. 2%, Z000== Michael Baker Corporaticn announced today
that a judgemsnt of $10.0 million has been issued against its subsidiary, Baker Mellsan
Sruart Conscructisn, Inc., by the U.5. District Court for the Middle District Court of
Flocida relative to the previously disclosed claim of ADF International, Ine., in
connection with the Universal Studios CityWalk project.

Plants

For more information about preducts on thias tople wisit sur Information Marketplace

Huntingten Beach, Callf., Power Plant Criticized for Increassed Froduction
By Hanh HEim Quach, The Orange County Heglater, Calif. -- Dec. 3% When the AES Pacifie
Corp, power plant inm Huntingten Beach cranked up lta nolslest and mest polluting power=
generating units this past month, it did not go unnoticed.

IlzlelghI'. Leaves T-HCD'I:I:I.!,. Wash., H}'di‘htl!ﬂtl‘it Beservoir Aesources Below Mormal
By Al Gibbs, The Mews Tribune, Tacoma, Wash. == Dec. 30 More bad news for Horthwest
electricity users: Rainfall and snowpack in the mountains whose streams fill the region's
hydroelectric reservoirs are well below what they ashould be.

Environmental

For more informatlion about products om this toplc wisit cur Information Marketplace

Grass Raoftops Save Energy, Cool Alr in Cities
By Suzanne Elsten, Environmental News Hecwork, Sun Valley, =-=- Dec. 30 During the summer
months, the tempearatute of a conventional Elat reeftep can soar up te 140 degrees
Fahrenheit =-- hat ancugh te fry an &g49.

Huclear



For more information about products opn this topic wisit our Information Marketplace

Lithuania securea EU funding to shut down reactor
VILNIUS, Doac 2% (AFP) - Lithuania's government sald Friday it had obtained a loan of 45
million eurcos (42 million dollags] from the Eurcpean Unlon to help it decomission the
firat reactor unit at Ignmalina nuclesr powsr station.

Disputed Czech MW-plant powerlng up agaln after gliteh
PRAGUE, Dec 29 [AFP) - A disputed Czech nuclear plant plagued by technical problems has
poWwersd up £e 29 percent of its capacicy, and is due to be re-connected to the national
power grid Saturday, a spokesman said Frlday.

Jordan to launch first nuclear power plant in year's time
AMAN, Dec 31 (AFP] - Jordan will start operating a small nuclear power reactor in early
2002 for sclentific research and other non-military purpeoses, Jordan's esnergy minlster was
guoted Sunday as saying.

FPL's Susquehanna WHuclear Plant Sets Generation Record
ALLENTOWH, Pa., Jan. 1 fFRNewswire,/ FPL's Busguehanna nuclear plant preduced more
electpisity in 2000 than £c haz in any year since the plant began operacion in 1383

EU grants Lithunia gevt 4% min eur for Ignalina nuclear plant decommissioning
Dec 2%, 2000 = AFK Hews Limieced The EU has granted Lithuanias 45 mln eur to help
decommission the firat black of the Ignalina nucdlear power plant, the minfster for foreign
affairs said.

Financial

For more information about products on this toplic wisit cur Information Marketplace

Greenspan's California Power Crisls Talks Beoost Hepes for U3 Rate Cut
Dec 27, 2000 - The Indepsndent - London HOPES THAT the U3 Federal Fesscve may cut interesat
rates aarly in the new ysar resurfaced yeatarday as Alan Greapaspan, the chalrman, mat the
Governor of Califoernia in Washington te diecuss a criais that threatena te bankrupt the
state's two biggest power utllicies.

PGAE Workers May Lose Their RAnnual Bonuses / PGAE Workers May Lose Thelr Annual
Bonuses
Dec 30, 2000 = The 2an Francisco Chronicle As Morthern California consumesrs face thes
proapect of big increases in their power billa;, employees of Paclific Gas and Electric Co.
are logking at the likelihood that annual performance-based bonuses will be reduced or
even eliminated this year.

Black Hills Corporacion Obtainm Holding Company Approval and Announces Shalf
Reglstration for Future Capital Offezings
FAFID CITY, 8.D., Dec, 260 /PRNewswire/ -- Black Hills Corporation today announced the
culmination of appravals resulcting in the formation of a holding company business
structure, Shareholders had sarlier ratified the change at the Company's annual meecing an
Jume 20, 2000. Effective Decamber 22, 2000, sutstanding shares were automatically
exchanged on a one-for-one basis for shares of the holding company.

Product Annoucemant




For more information about products on this topic wisit our Information Marketplace

HENWOOD DETAILS SUMMER 2001 ELECTRICITY FORECASTS THROUGH RELEARSE OF WSCC
INTERCONNECTS AND FOWER FLOWS MAF
December 29, 2000 Sacramenteo, Ch Henwood Energy Services, Ing. announced the release of a
newly-developed WSCC market power map detalling forscasts for Summer Z001. The Henwood
W3CC 2001 Interconnects and Powsr Flows Map defines the Jummer 2001 powsr nesds for the
wace insluding California.

International

For more information about products on this topic wisit our Information Marketplace

Spain govt approwves avg .52 pct cut in 2001 electriclity tariff
Dec 2%, 2000 - MADRID (AFX) - The cabinet has approved an average 1.52 pct peduction in
electricity tariffs for 2001, the government said.

Tokye Electrle Powse te Move Inte Rival Toheku's Turf (Updazed)
Dec 27, 2000 - Bloomberg Tokys Electric Pewer Co., Japan's bilggest power utility, said it
will supply electeicicy in the nerthern Tehoku region, an arsa where Tohoku Electric Fower
Ca. has leng been the dominant pewer supplier.

Maxican State-Owned Power Company Loses 3.9 Billiosn Pescs
Dec 28, 2000 = Infolatina S.A. de C.V. Mexican stace-owned electricity company LUz &
Fuerza del Centro during the first half of 2000 lost 3.6 billion pescs despite the fack
that it received federal subsidies totaling 4.4 billion pesos.

Endesa confipms 42 bln ptas lnvestment with Elecnor in Argentina
Dec 27, 2000 - MADRID [AFX) - Endesa 5A sald it has signed an agresment with Elecnor 5A to
form the 50-%0 joint venture Energias Argentinas 5A (Enarsa)l which will invest an initial
42 bln ptas in wind-energy prejecta in Argentina.

EU commission reportedly may cblige Spain's powsr cos to pay back govt subsidy
Des 27, 2000 - AFY Hews Limited The Eurspsan Commissien may ablige Spanish power companies
te pay back part of the subsidiss received fram the government, yesterday's E1 Palas
reported.

Zpain 2000 electricity demand up 6,25 pet we yr-earlier - Red Electriea
Dec 28, 2000 - MADRID [AFX} - Red Electrica de Espana SA said electricity demand rose 6.25
pect in 2000 from a year eaclier.

EGCOMF seen affected by power surplus in 2001: Seamico Securitles
Dag 28, 2000 - BAMGHOK (AFN-ASIA} - Electricity Genszating Flc is expected to be
negatively affected by an electricity surplus in 2001 dus to the company's plan to inwvest
in indepandent producer prejects and small produser projects, a report by Seamico
Securities said.

Urnisn Fenoas aees 20001 sverasas spa cevenus 2,530 bBln eur va 1.448 in 2000
Dec 2%, 2000 - MADRID (AFZ) - Union Electrica Pencsa SA said pevenue from lte overseas
operations are expeacted to nearly double in 2001 te 2.530 bln eur [rom 1.448 bBln in Z2000.

Telenor exercises 10 pct VIARG put I:JPLiltll:l.j BT o pay more than 20 bln nkc
Dec 2%, 2000 - AFY Mews Limited Telenor ASA said it is exercising an option to sell its 10



pct stake in VIAG Interkom G=bH to British Telecommunications PLC.

If you are an Energy Central News Subacplber and you have checked any newa articlea above,
selecting the "Get Articles' button beleow will deliver all of the checked articles in one
page., This 1s a convenlent way to get exactly the news you need - gquickly!

HEED THFORMATION GH THE POWER INDUSTRY? ENERGY CENTRAL®S GOT IT!

ENERSY CEHTRAL DAILY GhS NEWS
An e-mail pews service that delivers svery major story every day directly to your e-mail
addreas. We have great group rates!

JOB CENTER

The Jobh Center provides inatant access to the beat esmployment opportunities and
prospective employees in the energy industry through sur cemprehenzive jeb listinga and
gesumas database.

JOB WATCH
A free weekly e-mall service that broadeasats the meat updated jeb liscinga in the Job
Center directly toe your inbexl

EFP SERVICES

Hundreds of epen and archived requests for proposals, bids, and quotariosns that provide
new business opportunities and competitive information. Tap inte the alectric power
macketplace today!

CONFERENCE WATCH
All the pertinent information on upcoming industeiy events. The database ls cnline and we
alsc send out a weekly e-mail.

FERC FORM 1 DATABASE
Compatitive infoermation en ever 200 wtillties including the largest I0Us. It's an easy-to-
usa online database that anyone in your company cCan access.

DIRECTIONS AND THRPORMATION

ABOUT EMERGY CENTRAL ELECTRIC HEWS SERVICE
This news summary service s provided FREE to qualified professionals in the power
industry. This news sumsmary may be redistributed provided it i= kept in its entirety.

* Visit Member Services to START, 3TOP, or CHAMGE FORMAT for all of your e&-mail
subscriptions.

* To BEGIN receiving this summary digpectly, send a message with a subject of 'signup' to
servicefenergycentral . com.

* To S5TOP recelving this service, sand a message to sarviceBenergycantral.com or call
Member Services at 303-TB2-5510,

SUBSCRIFTION INFORHMATION

The full text of artieles referenced in chia summary is available te Ensrgy Central
Electrlis News Subscribers and Members. An fndividual annual subsceiptlen cests U3515.95
per month, Te sign up for an individual subscriptien, or for fnformaticn about corporate
discounts, call CyberTech at G00=-45%=-2233, 3I03=-TBEZ=-5510, or send an e-mall message ta
sales@ensargycantral . sam.
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5. California Utilities Receive Rate Hike, Threat of Bankruptcy 5till Looms (12526500}
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—————— End of meazsage body

Message auditing by HicroData CAMEC Recon



From: Squitien, Ray

Sent: Thursday, February 21, 2002 1210 AM
To: SearchCameo
Subject: CAMEOD Recon found a wond: Enron senl by James_Mietus@omb eop.gov to

paula_farrelifdo treas, gov, kevin kelly@ierc, fed us; dan larcampiliferc doe gov treas,gov;
ray.squitierighdo. treas.gov; Alexander_M._Brill@cea eop.gov, Wallace_P.
_Mullin@cea.eop.gov; arthur,

This message was found te have a Critical Word im it. Message Jent to

paula,farrelldds. crean.qgev: kevin,Relly@ferc. fed.us; dan,larcamplfere.dos,gov.treaa. gov;
ray.sequitieriBdo. creas.govy Alexander M. Brill@cea.eop.gowy Wallace P. MullinBcea.eop.gowv:
arthur.rypinskildew.hg.gov.treas.gov, From Jasmes MietusBosb.esp.gov, CC te , Dake
TAL6/2001 11:5T7:48 AM, Subjest of message FYI af TWA: Cricies attack TVA BEacracy

Fordia) Found: Enrcan

====z=friginal MHessage-====

From: James Mistus@omb.eop.gov

Eentr T/16/200]1 11:57:48 AM

Feceived: 7/1E72001 11:57:21 AM

To: paula.farrellids. trsas . gov, SHTP:pacla.farrellBdo.treas.gov
kevin.kelly@ferc. fed.us, SNTP:kevin.kellyBferc.{ed.us
dan.larcampfarc.doa. qov.traas.gov, SMTP:dan.larcampiiferc.dos.gov.treas.gov
ray.squitierifds. treas. gov, SHTP:Eay.squitierifdo.treas.gov
Alexancer M. Brillécea.sop.gov, SMIFiAlexandsr M. Brilldcea.sop.gov
Wallace P. MullinBcea.eocp.gov, SMTP:Wallace F. MullinBcea.ecp.gov
arthur. eypinakifdow.hg.gov. trean.qgovw, SMTPiarthur.eypinakifddow.hg.gov. creas. gov

CC

Jubject: FYl an TVA: Crities attack TVA secpecy

Body:

Hers's a news Article from this morning's Chattanooga paper, in which an
independent power producer alleges TVA is being inappropriately secrebive
with respect to price, cost and production information.

Chattancoga Times Free Press - Monday, July 16, 2001

Critics attack TVA'a secrecy

By Dave Flessner

Buaineas Editor

Tennessea Valley Autheorlity's power load center in the bowels of lts

oW ke

Chattansoga complex is designed to he secure against bombs, missiles and
terrariata.

But the secrecy of the power center 1& now under attack,

The federal utility no longer discloses current information about poWet
loads, business operations or even If one of its nuclear plants has shut
diown, For the firat Time, TVA officials aren't telling what they expect the
peak power demand to be this year in the Tennesses Valley.

TVA officials say such information could sometimes push up the ocost of
pOwWer

the agency buys or lower the amount it receives for electricity it
generates

and sells to other utilitles.

"We're on a trading floor now and if the market knows that one of our units
is down, power macrkets can more esasily raise the price of what they asll to
us, " TVA Fregident O.J. "Ike™ Zeringue said. ®"That's a never a good
situatlon.™

But critics claim the government utilitcy is often shielded from public
sceutiny and ia blecking information nesded for a comperitive market ce
operate Erealy.

“Under the gulie of ‘potenclal business competition,® TVA i withholding a
lat of information,"™ sald Michael Knauff, a former TVA power trader whe now



heads Tennesses Power Co.; an independent power producer in Chattanooga.
IIT}.E

exchange of data is neceasacy to have a fluld apd effective market, but TWVA
dogsn't want anyone to know what they ars doing so no one can crplticize
them,

If TVA 1a going to cperate just like a private busineas, maybs it should
just

bBe one."

OLD DEBATE FOR NEW DEAL AGENTY

The diapute swver how much freedom TVA ahould have 1n ics power operaticna
is

dag old as the Hew Deal agency itself. When President Franklin Rescsevelt
established TVA in 1933, he envisiched "a corporation clathed with the
powWer

af government bubk possessed of the Flexibility and initiative af & private
enterprise.™

Unlike most ukilities, TVA is free to set its own rates and conduct its own
business without approval or oversight by any state regulatocy board. TVA
is

also exempt from direct owversight by the Federal Energy Roegulatory
Commission

and ian't coversd by many antitruat laws.

But until recently, TVA was still beholden te the U.5. Cengress for money
Lo

pay for its nonpowel programs. A3 & government agensy, TVA alss regulacly
discloged ica plana for buying, generating and tramsmiccing power arcund
ice

seven-gtate service territory.

Congtress cub off TVA funding three years ago, however. At the same time,
the

growing competition and dersgulation Inm the electricity industry encourcaged
TVA to keep gulet about many of Lbts operations.

TVA now Llimits access foz even its own staff to the trzading coom adjacent
to

the power load center where TVA buys and aells power each day.

"There ls a problem when wWe are ocut purchaslng power if other people know
that gur plants aren't ocperakting or they know what we are planning to buy
that day,"™ Hr. Zeringue said. "If they know one of ocur big assets fa down,
then the prlce that la avallable to us for buying power wlill probably be
Jjust

under what Lt would cost Af we fired up our gas turbines (TVA's most
expensive powsr gensraticon). We get taken to the cleaners on it. That's why
we are a liccle hush-hush."

Mr. Zeringue =maid TVA iz keeping most infoermatieon about the current stacus
=3

its power operations ko itaslf, although he said information about plant
cparations could be disclossd later. Hany of the Inquirles about TVA's
powWer

status come from competitors interested in gaining a price advantage, not
from consumers tryimg to ensure TVWA keeps its coats down.

"We occasionally get calla from strange places wanting to know this, that
and

the other. We just don't respond to the calls," Mr. Zerlngue saild.

Even ywars after power trading deals are completed, TVA is sometimes
unwilling to discloas any of their terma. Earlisr thia year, for instance,
a

power markecing aem of Enten Cogp. settled one of TVA's biggest lawsults
-1 4

an undisclosed amount, TVA sued Enpon afcer it falled ce provide snough
poser

durfing the surmers of 1998 and 1999,

But the terms of the multimillien-dollar settlesment prevented TVA of Enten
from disclssing any of the details of their trading arcangesents of
mofetaTy

settlesent,

WHO'S WATCHING THE ETOREY



Environmentalists complain that the increased asecrecy over costa of
generating and trading power makes it difficult to evaluate TVA'as decisionsa
and cperations.

"I think it is a wvery dangerous trend."™ sald Stephen Smith, executive
director of the Southern Alliance for Clean Ensrgy, a Hnexville-based
conaumar and snviconmental group. "We doen't neceasarlly want TVA to be at a
competitive disadvantage, but whather ofr not a plant is running ls
certalnly

infoermaticon that the public has & eight te know abeut,®

De. Smith sald hisa greup's assessment about the costs of eparating TVA'as
aldeat =oal planta comparsd Ce generating powar frem cleaaner sources La
being

whndermined by TVA's refusal to disclose its costs of cperations.

"This lends itaelf very easily ce abuse,™ he said.

But supporters of deregqulation insist the market discipline of competltion
will help ensure utilities are well runm and meet consumer demands. Public
power enthusiasts also pote that govermmant agencies are subject to state
and

federal open records reguirements, unlike fnvestor-owned utilities.

"We're regulated by our customers who own us and aze our nelghbozrs,® sald
Alan Rlchards, president of the American Fublic Power Assocliation. "1 think
more information about power activities is better than less apd, in
genaral,

public powsr Ls such mors open than are our investor-owned counterpaccs.”
Eut peivate utilities disagres.

“Thers's always been a problem of disclesure by TVA becauss they are nec
aubject o che same overaight that the inveator-owned ucilicles are theough
FERC and state publie sezvice boards,® saild John Howes, executive director
(=14

TVA Exchange, a4 lebbying group that monivers TVA for other Seuthern
ueilities, "“As the market becomes more regional and natiosnal, TVA needa te
ocperate under the same rules of disclosure that its neighboring utilicies
do. ™

"1f TVA is a federal agency and enjoys the exceptions and benefits of a
government agency, why don't they behave like a public identity?™ Mr.
Knauff

asked.

====== End of message body

Message auditing by MicroData CAMED Recon



Fromi; Affleck-Smith, Joan

Sent: Wednesday, February 20, 2002 7:27 PM
To: SearchCameo
Subject: CAMEDQ Recon found a wand: Enfon Senl by

0=USTREASURY/OU=DO/CN=RECIPIENT S/CN=GROUPWISE/ICN=DOM3 DOPOS5.JONE
SJA to Caner, Ted, Dom13.DOPOT Arking, Dom13.DOPOT BAKERR, Conly, Sonia;
Dom13.DOPOT . CUMBYR; Dom13, DOPOT.DAVIER; Dom13 DOPOT DELAVINAL;
Dom13.DOPOTF

This message was found to have a Critical Word im it. Message Sent to Carter, Tedy

Doml 3. 00PO7 ArkinS; Domi3.DOPOT.BRXERRF Conly, Soniajy Domli.DOPOT.CUMBYR[

Dom] 3. COROT .DAVIES; Domli.DOPOT,DELAVIRALr Domlld.DaPOV. FLANAGARNR, Domll.DOPOT.GERARDIGS
Doml 2. DOFQT HOLTIBLATTIr Domll.DOROT. IWRYM: Domld.DOROT.KHORFK: Doml3.DOPOT.HCCUBBINT;
Domld.0OPOT  MIKRUTI; Talisman, Jon; Pomll,C0OP07 VandivierD; Domld,DOPOT . .WALKERD: Atkinseon,
Caroline; Baukol, Andrew; Budingtsn, HMichele; Cetina, Jill; Doml3, DOPOE. CHAVESM
Eichenbergar, Joay Fall, Jamesp; Gelthner, Timothy: Gelpernm, Annap John, Jamesp Lea, Hanoyp
Lowery, Clay; Ludden, Ken: IJchueech, William; Stedman, Louelleny Truman, Tedp Walsh,
Helen; Alagici, Felya; Ancdeews, Lisa; Arnold, Thomas: Bordoff, Jason; Camercn, AED)
Carter, Jans; Cohen, Alan: Comateck, Meal; Degher, Larry: Dealer, Anne} Bgoalf, Brlan;
Elzenstat, Stuart: Famt, William; Flandera, Stephanie; Gathers, Shirley; Grayson, Cherry;
Harvey, Reavie; Herold, Valerie; Johason, Linda; Joseph, Vetlene; Heene, Caralyni Keller,
Alan; Kim, Carol; Klasky, Helaine; levine, Marne; Longbrake, Jahn; Luce, Ed; Matera,
Cheryl; Mehuliffe, Laurai; Mejia, Annabella; Moore, Hollyi Muldssn, Lara; Wisanel, Didesj
Powell, Linda; Robertsaon, Lindajy Sandberg, Shoecyli Smith, Michelle A.j; Starks, Orar Stercn,
Todd; Sumners, Larrys Toohey, Frank; Valentic, Marshay Barber, Francine; Barbour, Gaylen;
Bieger, Peter; Carro, Richard; Cohen, Dawid; Edsall, Alexandra; Greene, Michelle; Joy;
Davidy; Kellogg, Cliff; McGiwvern, Tom; McHale;, Stephen; Mclnerney, Bobercta; Sachs; Lee;
Wolin, Healr ex.mail.JOKESM) ex.mail.VJORETADr Adeshek, Jonathany Affleck-Smith, Joam;
Baer; Gregoryr Barr; Michaely Bell; Rocheller Beresik; Michael; Bresee; Ellsabethr
DeMarco, Edward; Foote, WNorman; Gensler, Gary; Johnson, James; Lebryk. David; Ross; Lisa,
From JOsUSTREASURY /OU=DDSCH=RECT FIENTSCHeGROUPWISE/CH=D0M3 . DOPOS , JONESIA, COC to . Date
1179520060 S:31:00 AM, Subiect of message Linda Robertson's info.

Wordi{sl found: Enron

=====riginal Measage-==-=-=-

Frami /fO=USTEERSURY/CU=D0/CH=RECIFIENTS/CH=GROUFWISESCN=D0M3, DOPOS . JONESTA

Senti 11/8/2000 5:31:00 AM

Received: L1/%/2000 $:32:07 AM

Tai Career, Ted,

EX: /O=USTREARSURY/OU=D0/CH=RECI PTENTS / CH=GROUVFWISESCH=D0OM1 L. DOPOY . CARTERT
Doml3.DOPOT.AckingS, GWISE:Doml3.DOPOT.Rckins
Doml3.DOPOT . BAEERR, GWISE:Doml3.DOPOT. RAKERR
Canly, Sonia,

Ed: SO=USTREASURY/OU=00/CH=RECI PIENTS/CH=-GROUVFWI SE/CH=D0M1 3. DOPOT . COHLYSE
Doml3, DOPOT.CUHEYR, GWISE:Doml3.DOPOT.CUMBYR
Coml3. DOPOT.DAVIES, GWISE:Domll.DOPOT.DAVIER
Doml3 . DOPOT . DELAVINAL, GWISE:Domlld.DoPOT.DELAVINAL
Doml 3. DOPOT . FLANAGANR, GWISE:Domld.DoPOT.FLANAGRNE
Doml3.DOPOT.GERARDIG, GWISE:Domli.DOPOT.GERARDIG
Doml 3. DOPOT . HOLTEBLATTS, GWISE:Deml3.DOPOT.HOLTZBLATTY
C=ml 3. DOPOT. IWRYM, GWISE:Domli.DOPOT. IWRYH
Deml 3. DOPODT . EHOFPFE, GWISE:Daml3.DOPOT.EKHOPFR
Dol 3 . DOPOT . MCCUBBINT, GWISE:Domll.DOEOT.MCCUBBINT
Deml3.DOPOT.HMIKRUTI, GWISE:Domld.DOPOT.MIERUTI
Talisman, Jon, EX:/O=USTREASURY/OU=DE/CH=HECIPIENTS/ CH=TALI SHAKT
Doml 3. DEROT. VandiviarD, CWISE:Doml3.DOPOT . VandivierD
Coml 3. DOPOT . WALEERD, GWISE:Domli.DOPOT.WALKERD
Atkinscon, Carolins,

Ed: fOo=USTREASURY /OU=DO/ CHnRECT BT ENTS fCN=GROVPNI SE/Co=DOM]1 ¥, BOPOS . ATHINSCHC
Baukol, Andrew,

Ex1 /O=USTREASURY /OU=D0/CH=RECT P 1 ENTS/ CH=GROVEWI SE/CH=DCM1 3. DOFOR . BAUKOLA,



Budington; Michels,

B S O=lUSTREASURY S OU=Da/ CH=RECT BT ENTS,/ CH=GROUPHT SE/ Cil=DOM1 1. DOPOE . BUDINGTONM
Cetipna, Jill,

EX 1 FO=USTREASURY fOU=DO/CH=RECI PI1 ENTS/ CH=GRCUFWI SE/CH=DCM1 3., L0008 . CETIHAD
Doml 3. DOPOE . CHAVESM, GWISE:Deomld. DOFCE.CHAVESM
Elchenbarger, Jos,

EX: fO=USTREASURY MOU=D0/ CH=RECI PI ENTE/ Ch=GROUPWISESCH=D0ML 3. DOPOA . EECHENBERGERT
rall, James, Edi/0=USTREASURY/OU=D0/CH=RECIFIENTS/CH=GROUFWISESCH=D0M13 . DOPOH . TALLJ
Gaithner, Timathy,

EX: f0=USTREASURY fGlU=D3/CH=RECI FIENTS /CH=GRCUFWI SE/CH=D0M1 3. DOFOA . GEI THRERT
Gelparn, Anna,

EX: fO=USTREASURY /OU=D0/CH=RECI PIENTS / CR=GROUPWISESCH=D0M1 3. COPOE . SELFEREHA
Jahfi, James, E¥i/O=USTREASURY/fOU=D3/CH=RECIPIENTS/CH=GROUPHWISESCH=D0M13 . DOPOG . JOHN
Lea, Hancy, EX: So=USTREASURY /OU=D0/CH=RECT PIENTS / CH=GROUFWI SE/CH=00M1 3 . DOPOR . LEEN
Lowery, GClay,

EX: /0=l TREASIRY fOl=Dd/ CH=RECT FIENTS / CH=GROUPHI SE/CH=DOM1 3. OPOH . LOWERYE
Ludden; Ken,

B fO=lSTRERSURY fOlU=Da/ CmRECT BIENTS / CHeGREUFHISE/ CinDOM1 3. bOPOE . LUDDEKK
Schuerch, William,

EX: SO=USTREASURY fOU=00/ CH=RECI PIENTS / CH=GRCUFNI SE/ CH=DOM1 3. DOPOA . SCHUERCHW
Stedman, Louellen.

EX: S O=USTREASURY fOU=DOSCHeRECT PIENTS/ CH=GROUPW I SE/ CH=D0M 1 ¥, DOPOS . STEDHANL
Truman, Ted,

Edy SO=USTREASURY S OU=D0/ CH=RECT PIENTS,/ CH=GROUPWISESCH=DOM1 3. DOPOR . TRUMANT
Walsh, Helen,

EX: /0=sUSTREASURY /S CU=DD/CH=RECI PIENTS / CH=GRCUPWISE/ CH=DOM1 3, DOPOS . WALSHH
Alagiri, Priya,

EX: /O=STREASURY/CU=D]/CH=RECI PIENTS/ CH=GROUPHISE/ CH=DOMS . DOPOS . ALAGIRIP
Aandrews, Lisa,

EX: fO=USTREASURY fOU=D3S CH=RECI PI1ENTS/ CH=GRCUFWI SE/ Cr=D0M3 . DOPOS . ANDREWS L
Araold, Thomas,

EXi fO=USTREASIRY fOU=D0/ CH=RECI PIENTS /CH=GROUPFNI SE/ CH=D0M3 . DOPOS . ARNOLDT
Bordoff, Jason,

EX: fO=USTREARSURY fOU=DOS CHeRECT FIENTS S CH=GROUPN L SE/ Ch=DOME . DOPOS . BORDOEF]
Cameron,; Art,

EY: JO=USTREASURY/OU=00/CH=RECT PI ENTE/CH=GROUPWI SE/CH=D0MT . BOPOS . CAHEROKA
Carter, Jana,

EX: /O=USTREASURY/OU=00/CH=RECI Pl ENTS/CH=GROUFWI SE/CH=D0MI . BOPOS . CARTERD
Cohen, Alan, EX:/O0=USTREASURY/OU=D0/'CH=RECTIPIENTS/CH=GROUFWISESCH=D0M3 . DOFOS . COHENA
Comatock, Heal,

EX: /O=USTREASURY fOU=D2/CH=RECI PI ENTS/CH=GRCUFWISE/ CH=DCMI . DOPOS . COMSTOCEN
Decker, Larcy,

EX: /O=lSTREASURY fOU=DI/CH=RECI FI ENTS / CH=GRCUFWI SE/CH=DOM3 . DOPOS . DECKERL
Dealer, Anne,

EX: /O=USTREASURY fOU=DI/CH=RECI PIENTS/CH=GRCUPWI SE/ CH=D0M3 . DOPOS5 .. DESLERA
Egolf, Brian, EM: fO=USTREASURY /OU=D0/CN=RECTFIENT S/ CH=GROUFWISE/ CH=D00M3 . DOPOS . EROLFE
Eizenatat, Stuart,

EX: JO=USTREASURY SOU=D0/ CH=RECT BT ENTS./ CH=GROUPHI SE/CH=D0OMI . DOPOS . ETZENSTATS
Fant, William, EX: SO=lSTREASURY fOU=D0/ C=RECTPIENTS /CHaGROUEPHI SE/ CHuDOMI . DOBOS . FANTW
Flanders, S5tephanie,

X SO=lSTRERSURY fOU=DO/CHeRECT BT ENTS M CHeGROU BN I SE/CeDOM Y, DOPOS . FLANDERSS
Gathers, Shirley,

EX1 FO=USTREASURY M OU=D0/ CH=RECI FIENTS/ CR=GRCUFW]I 5E/CH=DCM3 . BOPOS . GATHERSS
Grayson, Chercy.

EX fO=USTREASURY OU=D0/CH=RECT Pl ENTE/ CR=GROUPWI SE/ CH=D0MI . DOPODS . GRAYSONC
Harwvey, Reavlie,

EX: fO=USTREASURY MOU=D3/CH=RECI PIENTS/ CH=GRCUFWI SE/CH=DCMI . DOPOS . HKARVEYR
Hereld, Valerie,

EX: fO=USTREASURY fOU=D0/ CH=RECI I ENTS//CH=GROUTWI SE/CH=D0M3 . DOPOS . HEROLDY
Jahnaon, Linda,

EX: fO=USTREASURY fOU=D3,/ CH=RECI FI1ENTS/ CH=GRCUFWI SE/CH=D0M3 . DOPO5S . JOHRIONL
Jogeph, Vetlene,

EX: /O=1STREASURY fOU=D3) CH=RECT FI ENTS/ CH=GROUPW] SE/ CH=00M3 . BOPOS . JOSEFHY
Keane, Caralyf,

EXi fO=USTREASURY fOU=DaS CH=RECT PIENTS/ CR=GRCUPNI SE/CH=DOMI . DOPOS . EEENEC
Eeller, Alan,



EX: fO=lSTREASURY SOU=D0 S CH=RECT P ENTS fCM=GROUPNT SE/CH=DOME . DOPOS  KELLERD
Eim, Carol, EX¥:/O=USTREASURY,/OU=DOfCH=RECIPIENTS/CH=GROUFPWISE/CH=00MI. DOPFOS . KTMOA
Klasky, Helaina,
EX: fO=USTREASURY /OU=D0/CH=RECI PIENTS/ CH=GROUPWI SE/CH=D0MI . DOPOS , KLASKYH
Levine, Marne,
EX: O=USTREASURY/OU=00/CH=RECT PI ENTS/CH=GRCUFWI SE/CH=D0MA . DOPOS . LEVINEM
Longbrake, John,
EX: SO=USTREASURY/CU=D2/CH=RECIPIENTS/CH=GERUFWI SESCH=D0OMI . DOPOS . LONGBRAKES
Luce, Ed, EX:/0=USTREASURY/OU=D0SCH=RECIPIENTI/CH=CROUPNIIESCH=00H3, DOFOS, LUCEE
Haters, Chearyl,
EX: S O=USTREASURY/OU=00/CH=RECI PIENTS fCH=GROUPNISE/ CH=DOM3 . DOPOS . MATERAC
Mehullffe, Lauta,
EX: /O=USTEEASURY /OU=D0/ CH=RECI PIENTS /CH=GROUPHI SES CH=D0MT . DOPOS . MCAULIFFEL
Hedia, hanabella,
EXi SO=USTREASURY /OU=D,/CH=RECT PTENTS/CH=GROUPHI B/ CH=DOMI . DOPOS . MEJTAA
Hoore, Holly, EX:/0=USTREASURY./CU=DOSCH=RECIPIENTS/CH=GROUPWISE/CH=DIMI . BOPOL . MCOREY
Muldoon,; Lara,
B SO=USTREASURY fOU=0G/ Cl=REC] BT ENTS fCH=GROUEWT SE/ Cii=DioM3 . DOPGS . MULDOONL
Hisanci, Didem,
EX:1 /0=USTREASURY/OU=D0/CH=RECI PIENTS/ Cl=GROUVPHI SE/CH=D0MI . DCPOS . HISANCID
Fowell, Linda,
EX: /O=USTREASURY SOU=DD/CH=RECT PIENTS /CH=GROUFWI SES CH=D0OMA . DOPOS , POWELLL
Fobertaon, Linda,
EX: JO=USTREASURY/CU=D]/CH=RECI PIENTS/ (H=GEOUPWISE/CH=DOMI . DOPOS . ROBERT S0ML
Sandkarg, Sheryl,
EX: fO=USTREASURY /OU=D0/CH=RECI FIENTS/ CH=GROUIWI SE/CH=DCM3 . DOPOS , SANDBERGS
gmith, Michelle A.,
EX: /O=USTREARSURY/CU=D0/CH=RECI PIENTS/ CH=GRCUPWI SESCH=D0M3 . DOPOS5S . SMITHM
Starks, Ora, EX:/O=USTREASURY/OU=DO/CH=RECIFIENT3/CH=GROUPWIZE,/CH=DCM3 . DOPOS, STARKSD
Stern, Todd, EX:/O=USTREASURY/OU=D0SCH=RECIPFIENTS/CH=GROUBPHISE/CH=D0M3 . DORPOS, STERNT
Sutmers, Larcry,
Edi SO=USTREASURY/OU=D0/CH=RECI P I ENTS /CH=GROUPWI SE/CH=D0M3 . DOPOS , SUMMERSL
Tochey, Frank,
Ex: fO=USTREASURY fOU=D0  CH=RECT P ENTS / CH=GROUPNI SE/ Ch=D0ME . DOPOS , TODHEYE
Valentic, Marsha;
EX: /O=USTRERSURY/OU=00/CH=RECI PIENTS/CR=GROVPWI SE/CH=DCM3 . DOPOS . VALENTICM
Barber, Francine,
EX: //O=USTREASURY/OU=D0/CH=RECI P1ENTS/ CH=GRCUFWISE/CH=D0MI . DOPOE . BARBERF
Barbour, Gaylen,
EX: SO=USTREASURY/OU=D0/CH=RECTPIENTS /CH=GROUPNTSESCH=D0M3 . DDPOS , BARBOURG
Bleger, Peter,
EX: fO=USTREASURY /OU=D3/CH=RECIFIENTS/CH=GECUPWISE/CH=DOMI . DDPOG . BIEGERF
Carro, Richard,
EX: /O=USTREASURY/OU=D0/CH=RECI PTENTS /CH=GROUPWI SES/CH=DOM . DOPOE . CARRDR
Caben, David, E:/O0=U3TREEASURY/OU=DO/SCH=RECIFIENTS/CH=GROUPHISESCH=DOM3 . DOPOE . COHERD
Ed=all, Alexandra,
EX: /O=USTREASURY S Ol=Dd/ CH=RECT PTENTS /CH=GROUPNIT SE/ CH=DOMI . DOPOG . EDSALLA
Greene, Michelle,
Ed; fO=USTREASURY SOU=Dd S CH=RECT PIENTS / Cl=GROVPHI SE/ CHaDOME . DOPOE . GREENEMT
Joy, Dawvid, EX:/fO=USTREASURY/OU=DOfCH=RECIPIENTS/CH=GROUFHISES CHeDOME ., DOPOE . JOYD
Kellogg, CLiff,
EX1/O=USTREASURY/OU=DO/CH=RECI PIENTS/CN=GRCUPWISESCH=DOM3 . DOPOE . KELLOGGC
HcGivern, Tom,
Ex: fO=USTREASURY/OU=D0/ CH=RECI PIENTS/ CH=GROVFWI SE/ CH=DCMI . DOPOG . MOUGIVERNT
HoHale, Stephan,
BE: S O=USTREASURY//OU=00/CH=RECT FIENTE /CH=-GRCUPWISES CH=D0MI . DOPOE . MCHALES
Holnerney, Roberta,
Ex: SO=USTREASURY /OU=D0/CH=RECI FIENTS/CH=GEQUFWI SES CH=D0MI . DOPOG . MCINERNEYR
Sachs, Les, EX:/0=USTREASURY/OU=D0/CN=RECIPIENTS/CH=GROUFWISESCN=0OMI, DOPOG . SACHSL
Walin, Heal, EX:/O=USTREASURY/OU=00/CH=RECTIPIENTS/CH=CROUPHISESCH=D0M3, DOPOS, HOLINN
ex.mall.JOHNESM, GWISE:ex.mall.JONESM
ex.mall.VJORITAD, GWISEieXx.mall.WJIORSTAD
Adashek, Jonathan, EX:/ O=USTRERIURY/OU=D0O/SCH=RECIPIENTS/CH=ADRSHEEY
Affleck-Smith, Joan, EX:/O=USTREASURY/OU=DO/CH=RECTPIENTS/CH=AFFLECK-SMTTH
Baer, Gregory, EM:/O=USTREASURYSOU=DG/CH=RECIPIENTS/ CH=EARRG
Barz, Michael, EM:/O«USTREASURY/OU=DD/CHaRECTIPIENTS S CH=EBAREM



B=ll, Rochelle, EX:/O=USTREASURY/OU=0O/CH=RECIPIENTS/CH=RELLE
Berealk, Michael, EX:/O=USTREASURY/S/OU=D3/CH=-RECIPTIENTS/CH-BERESIKM
Breses, Ellsabeth, EX:/0=USTREASURY/CU=DO/CN=RECIPIENTS/CN=BRESEEE
DeHarco, Edward, EX:/0=USTREASURY/QU=D0/CH=RECIFIENTS/CH=DEMARCOE
Foote, Norman, EX:/O=USTREASURY/OU=DO/CN=RECIPLENTS/CN=FOOTEN
Genaler, Gary, EX:/O0=USTREASURY/OU=DC/CH=RECIPIENTS/CN=GENSLERG
Johnaon, James, EX: 0=USTREASURY/OU=DO/CHN=RECIPIENTS/CH=JOHNSONJIE
Labryk, David, EX:/O0=USTREASURY/SOU=DC/CH=RECIPIENTS/CN=LEBRYED
Fass, Lisa, EX:/fO=USTREASURY,OU=DO/CN=RECIFPIENTS/CH=R2S3L

L

Subject Linda Aobertson's Lnfa.

Body i

Linda L. Robertson

Vice President, Fedeéral Government Affalics
Enron

1775 Eye Street, N.W., Suite B00
Washington, D.C. 20006

(2021 466-9139 [direct)

(202] B2E-33IVZ [(FA)

e-mall address: linda.:zchertsonfenzon.com

--—--- End of message body

Message auditing by MisreData CAMED Recon



Fromi; Affleck-Smith, Joan

Sent: Wednesday, February 20, 2002 5:51 PM
To: SearchCameo
Subject: CAMEDQ Recon found a wand: Enfon Senl by

0=USTREASURY/OU=DO/CN=RECIPIENT S/CN=GROUPWISE/ICN=DOM3 DOPOS5.JONE
SJA to Caner, Ted, Dom13.DOPOT Arking, Dom13.DOPOT BAKERR, Conly, Sonia;
Dom13.DOPOT . CUMBYR; Dom13, DOPOT.DAVIER; Dom13 DOPOT DELAVINAL;
Dom13.DOPOTF

This message was found to have a Critical Word im it. Message Sent to Carter, Tedy

Doml 3. 00PO7 ArkinS; Domi3.DOPOT.BRXERRF Conly, Soniajy Domli.DOPOT.CUMBYR[

Dom] 3. COROT .DAVIES; Domli.DOPOT,DELAVIRALr Domlld.DaPOV. FLANAGARNR, Domll.DOPOT.GERARDIGS
Doml 2. DOFQT HOLTIBLATTIr Domll.DOROT. IWRYM: Domld.DOROT.KHORFK: Doml3.DOPOT.HCCUBBINT;
Domld.0OPOT  MIKRUTI; Talisman, Jon; Pomll,C0OP07 VandivierD; Domld,DOPOT . .WALKERD: Atkinseon,
Caroline; Baukol, Andrew; Budingtsn, HMichele; Cetina, Jill; Doml3, DOPOE. CHAVESM
Eichenbergar, Joay Fall, Jamesp; Gelthner, Timothy: Gelpernm, Annap John, Jamesp Lea, Hanoyp
Lowery, Clay; Ludden, Ken: IJchueech, William; Stedman, Louelleny Truman, Tedp Walsh,
Helen; Alagici, Felya; Ancdeews, Lisa; Arnold, Thomas: Bordoff, Jason; Camercn, AED)
Carter, Jans; Cohen, Alan: Comateck, Meal; Degher, Larry: Dealer, Anne} Bgoalf, Brlan;
Elzenstat, Stuart: Famt, William; Flandera, Stephanie; Gathers, Shirley; Grayson, Cherry;
Harvey, Reavie; Herold, Valerie; Johason, Linda; Joseph, Vetlene; Heene, Caralyni Keller,
Alan; Kim, Carol; Klasky, Helaine; levine, Marne; Longbrake, Jahn; Luce, Ed; Matera,
Cheryl; Mehuliffe, Laurai; Mejia, Annabella; Moore, Hollyi Muldssn, Lara; Wisanel, Didesj
Powell, Linda; Robertsaon, Lindajy Sandberg, Shoecyli Smith, Michelle A.j; Starks, Orar Stercn,
Todd; Sumners, Larrys Toohey, Frank; Valentic, Marshay Barber, Francine; Barbour, Gaylen;
Bieger, Peter; Carro, Richard; Cohen, Dawid; Edsall, Alexandra; Greene, Michelle; Joy;
Davidy; Kellogg, Cliff; McGiwvern, Tom; McHale;, Stephen; Mclnerney, Bobercta; Sachs; Lee;
Wolin, Healr ex.mail.JOKESM) ex.mail.VJORETADr Adeshek, Jonathany Affleck-Smith, Joam;
Baer; Gregoryr Barr; Michaely Bell; Rocheller Beresik; Michael; Bresee; Ellsabethr
DeMarco, Edward; Foote, WNorman; Gensler, Gary; Johnson, James; Lebryk. David; Ross; Lisa,
From JOsUSTREASURY /OU=DDSCH=RECT FIENTSCHeGROUPWISE/CH=D0M3 . DOPOS , JONESIA, COC to . Date
1178520060 B:42:00 AM, Subiect of message Linda Robertson's info.

Wordi{sl found: Enron

=====riginal Measage-==-=-=-

Frami /fO=USTEERSURY/CU=D0/CH=RECIFIENTS/CH=GROUFWISESCN=D0OM3, DOPOS . JONESTA

Senti L1/B/2000 B:idZ:00 AM

Received: 11/8/2000 B:43:23 AM

Tai Career, Ted,

EX: /O=USTREARSURY/OU=D0/CH=RECI PTENTS / CH=GROUVFWISESCH=D0OM1 L. DOPOY . CARTERT
Poml3.DOPOT. AckinS, GWISE:Doml3.DOBOT.ArkinS
Doml 3. DOPOT . BAKERR, GWISE:Doml3.DOPOT.BRKERR
Canly, Sonia,

Ed: JO=USTREASURY/OU=00,/CH=RECI PIENTS/ CH=GRCUPWI SE/CH=DOM1 3., BOPOT . COHLYS
Doml3 . DOPOT.CIFHEYR, GWISE:Domll.DOROT.CUMBYR
Coml3. DOPOT.DAVIES, GWISE:Domll.DOPOT.DAVIER
Doml3 . DOPOT . DELAVINAL, GWISE:Domlld.DoPOT.DELAVINAL
Doml 3. DOPOT . FLANAGANR, GWISE:Domld.DoPOT.FLANAGRNE
Doml3.DOPOT.GERARDIG, GWISE:Domli.DOPOT.GERARDIG
Doml 3. DOPOT . HOLTEBLATTS, GWISE:Deml3.DOPOT.HOLTZBLATTY
C=ml 3. DOPOT. IWRYM, GWISE:Domli.DOPOT. IWRYH
Deml 3. DOPODT . EHOFPFE, GWISE:Daml3.DOPOT.EKHOPFR
Dol 3 . DOPOT . MCCUBBINT, GWISE:Domll.DOEOT.MCCUBBINT
Deml3.DOFOT.HIKRUT, GWISE:Doml3.DOPOT.MIKRUTI
Tallsman, Jon,

Ed: /O=USTREASURY/OU=D4/CH=-RECT PTENTS /CH=-GROUVBPNI SE/CH=DOM1 3. BOFST . TALI SMANT
Coml 3. DEEOT .. VandiviesD, GWISE:Doml3.[DOP0T . VandivierD
Doml 3. DOPOT . WALKERD, GWISE:[Doml3.DOROT.WALKERD
Atkinsen, Caroline,

EX1 /O=USTREASURY/OU=D3/CH=RECI PIENTS/CR=GROUPW] SE/CH=DOM1 3, DOFOS . ATKINSCHC
Baukol, Andeew,



B JO=USTREASORY fOU=DO/CHeRECT BT ENTS  CHNeGROUBWISE/ CaDOM1 3, DOPOE . BAUNOLA
Budington, Michele,

EXy /O=USTREARSURY S OU=D0/CH=RECT PI ENTS/ CH=GROUFWI SE/CH=DOM1 3. DOPOH . BUDIHGTONM
Cetina, Jill,

EX://O=USTREASURY fOU=D0/CH=REC] Pl ENTS/ CH=GROUPFWI SE/CH=D0M1 Y, DOPOY . CETINAJD
Doml 3. DOPOE . CHAVESM, GWISE:Domld.DOPCE . CHAVESM
Eichenberger, Joe,

EX1 fO=USTREASURY fOU=D0/CH=RECIPIENTS / CH=GROUFWISE/CH=DCM1 3. COPOH . EICHENBERGERS
Fall, James, EX:/0=USTREASURY/OU=D0/CH=RECIFIENTI/CH=GROUPWIIESCH=D0M13, DOPFO4 . FALL
Gaithmer, Timathy,

EXi fO=USTREASURY fOU=DC/CH=RECI FIENTS fCH=GRCUPHISE/CH=D0M1 3. 0OPOSH . GEI THRERT
Gelpern, Anfa,

EXi /O=USTREASURY /OU=D0/CH=RECI PIENTS /CH=GROUPWI SES CH=D0M1 3. DOPO#H . GELFERHA
John, Jamés, EXi/O=USTREASURY fOU=DO/CH=RECTIPIENTS/CH=GROUPHTISE/CH=D0M1 3 . DOPOS . TOHK I
Lee, Hanay, EX: So=UATREASURY /OU=D0/ CH=RECT PIENTS / CH=GROUFWI SE/CH=00OM1 3 . DOPOE . LEEN
Lowery, Clay;

EX: /o=l TREASURY fOU=Dd/ CHeRECT PIENTS/ CHeGREUPH L SE/CH=DOM1 3. BOPOH . LOWERYC
Ludden; Ken,

EXy fO=lISTREASURY MOU=DS/ CH=RECT PI ENTS/ CH=GROUFNI SE/ CH=D0OM1 3. DOPOMA . LUDDENE
Schuerch, Willlam;

EX: /O=UsSTREASURY /OU=D0/CH=RECI PIENTS/CH=CRCUFWI SE/CH=D0M1 3. DOPOS . SCEUERCHW
Stecdman, Lousllen,

ELy SO=USTREASURY fOU=DO/ CHeRECT PTENTS CHeGROUPWI SESCH=D0M L 3., DOFO8 . STEDMANL
Truman, Ted,

EX: f0=USTREASURY/OU=D]/CH=RECIFIENTS /CH=GROUFWISE/ CH=DOM1 3, DOFOH . TRUMANT
Walsh, Helen,

EX:/0=USTREASURY/CU=DD/CH=RECT PIENTS/ CH=GROUPHI SE/CH=DOM1 3. DOPOA . WALSHH
Alagirl, Priya,

EX: /O=USTREASURY//OU=D0/CH=RECI PIENTS/CH=GROUPHISE/ CH=DOM3 . DOPOS . ALAGIRIP
Andrews, Lisa,

EXi fO=USTREASURY /OU=D0 CH=RECT I ENTS /CH=GRCUPHISE/ CH=D0M3 . DOPOS . ANDREWS L
Arnold, Thomas,

EX: fO=USTREASURY fOU=Dd, CHeRECT PFIENTS /CH=GRCUPHI SE/ CH=DoM3 . DOPOS . ARNOLDT
Bordoff, Jasan,

EX: fo=USTREASURY fOU=00/CH=RECT P ENTS/ CH=GREUPNI SE/Chi=DOM3 . BOPOS . BORDOFF]
Cameron, Art,

EX1 /O=USTREASURY /OU=D03/CH=RECI PI1ENTS/CH=GRCUFWI SE/CH=DCMI . DSPOS . CAMERONHA
Carter, Jana,

EX: fO=USTREASURYOU=D0/CH=RECI FIENTS/ CH=GRCUFWI SE/CH=DCMI . DOPOS . CARTERT
Cohen, Alan, EX:/O=USTREASURY/OU=D0/CR=RECIPIENTS/CH=GROUPWISESCH=D0MI . DOPOS . COHERA
Comstock, Heal,

EX: f0=USTREASURY fOU=D3/CH=RECI PI1ENTS/CR=GRECUFWI IE/CH=D0MI . DOPOS . COMSTOCKN
Dacker, Larcy;

EX: /O=USTREASURY /OU=D3/CH=RECI PIENTS/CH=GRCUPHI SE/CH=D0M3 . DOPOS . DECKERL
Desler, Anne,

EX: /O=USTREASURY fOl=D3/CH=RECI PFIENTS /CH=GRCUPHI SE/ CH=D:0M3 . DOPOS . DESLERA
Egolf, Brian, EXN: SO=USTREASURY/OU=D0/CH=RECT PTENT S/ CH=GROUPWI SESCH=00MI . DOPOS . ESOLFE
Eizenstat, Stuart,

EX: fO=USTREASURY fOUaDd/CH=RECT BT ENTS/ CRaGROUENISE/ CaDOME . DOPOS . EIZENSTATS
Fant, William, EX:/O=l STHEASURY fOU=Dl/ CHeRECT PIENTS/ CeGROUPHISE/ CHNeDOMI . DOPOS , FANTW
Flanders, 5tephanie;

EX:/O=USTREASURY/OU=DO/CH=RECT PTENTS/ CH=GROUPWI SE/CH=DOMY . DOPOS , FLANDERSS
Gathers, Shirley,

EX: /O=USTREASURY fOU=D0/ CH=RECI PIENTS/ CR=GRCUFWI SE/CH=DCM1 . DOPOS . GATHERSS
Grayson, Chercy.

BEX 3 fO=USTREASURY / OU=D0/CH=RECT PI ENTE/ CH=GRCUFWIBES CH=D0MI . DOPOS . GRAYSONC
Harwvey, Reavie,

EX: MO=USTREASURY fOU=D3/CH=RECI PI ENTS/CH=GRCUFW]1 3E/ CH=D0MI . BOPOS . HREVEYR
Herald, valerie,

EX: fO=USTREASURY fClU=D3, CH=RECT FI ENTS/ CH=GROUFWI SE/ CH=D0M3 . DOPOS . HERGLDY
Jahnson, Linda,

EXi fO=USTREASURY /OU=D0/CH=RECI FIENTS/CR=GRCUFWI SE/CH=D0M3 . DOPO5 . JOHKRIONL
Jaseph, Verlens,

EX: /O=1STREASURY fOU=00, CH=RECT FI ENTS /CH=GECUPFHT SE/ CH=D0M3 . DOPOS . JOSEFHY
Eeene, Carolym,

EX: fO=lSTREASIRY /Ol=Dd/ CHaRECI PIENTS / CHaGREUVPHI SE/CHaDOME . BOPOS . EEENEC



Eeller, Alan,
EX S O=lSTREASURY fOU=00/CH=RECT PIENTS / CH=GROUPHT SE/Ci=D0OMA . DOPOS . KELLERS
Kim, Carol, EX:/O=USTREASURY/OU=DO/CN=RECIPIENTS/CN=GROUPWISE/CH=DOM3. DOPOS. KIMCA
Klasky, Helainm,
EX: /O=USTREASURY fOU=D0/CH=REC] F ] ENTS/CH=GROUPWI SE/CH=00M3 , BOPOS , KLASHYH
levine, Marnae,
EX: /O=USTREASURY/OU=DQ/CH=RECI PIENTE/CH=GRCUPWI SE/CH=DCHMI . DOPOS . LEVINEM
Longbrake, John,
EX: fO=USTREASURY fOU=D0/CH=RECI FI1ENTS/CH=GROUFWI SESCH=D0MI . DOPOS . LONGBRAKES
Luce, Ed, EX:/ O=USTREASURY/OU=DOSCH=RECTPIENT3/CHN=CROUPWISESCH=0DCH3, DOPOS , LUCER
Matera, Cheryl,
EX: /O=USTREASURY/CU=D0/CH=RECI PTIENTS/ CH=GROUPWI SESCH=D0M3 . BOPOS . HATERAC
Hohuliffe, Laura,
EX: /O=USTREASURY fOU=DaS CH=RECT PIENTS/CH=GROUPWI SE/ CH=D0MT . DSPOS . HEAULIFFEL
Hejin, Annabella,
EX: /O=USTRERSURY fOU=D3/ CH=RECT BT ENTS/ CH=GROUINI SESCHaDOMY . DEPOS . HEJT AN
Hoore, Holly, EX:/O=USTREASURY/OCU=DO/CH=RECIPIENTS/CH=GROUPWISESCH=BaM , BAPOS . MOOREN
Huldoon,; Lara,
By fO=USTREASURY /OU=Da/ CH=RECT PTIBHTS / CH=GROVFWI SE/ Ch=DOMY . DOPOS . HULDOOHL
Hisanci; Dlidem,
Ex: //O=USTREASURY/OU=00/CH=RECIPIENTE ./ CH=GROVFWI SE/CH=D0M1 . DOPOS . HISANCID
Fowell, Linda,
EX: fO=USTREASURY /CU=D0/CH=RECT PIENTS/CHoGROUPFWI SESCH=D0OMI . DOPOS , POWELLL
Fobercaon, Linda,
E&: fO=USTREASURY /OU=00/CH=RECI FIENTS/CH=GEOUFWISE/CH=D0MI . DOPO5S . ROBERTS0HL
Sandbsryg, Sheryl,
EX: /O=USTREASURY/OU=D0/CH=RECT PIENTS// CHR=GROVPWI SE/CH=D0M3 . DOPOS . SRNDBERGS
Smith, Michelle A.,
EZ: /O=USTREASURY/OU=D0/CH=RECIFIENTS/ CH=GROUPWISE/CH=D0M3 . DOPOS . SMITHH
Setarks, Ora, EX:/O=USTREASURY/COU=DOSCH=RECIPIENTS/CH=GROUPWISE,/CHN=DCM3 . DOPOS, STARKED
Stern, Todd, EXt/O=USTREASURY/OU=DOSCH=RECTPIENTS/CH=GROUMNISE,/CH=D0MI . DOPOS . STERNT
Summers, Larcry,
EX: /O=USTRERSURY fOU=Da/CH=RECT PIENTS/ CH=GROUPHI SES CHaDOMY . DOPOS . SUMMERSL
Toohey, Frank,
EX: JO=USTREASURY SOU=00/CH=RECT BT ENTS/CH=GROUDWT SE/CH=DOMT , BOPOS , TOOHEYE
Valentic, Marsha,
EX: SO=USTREASURY/OU=00/CH=RECI PIENTS ./ CH=GROUVFWI SE/ CH=DCMI . BSPO5S . VALENTICH
Barber, Francine,
EX: fO=USTREASURYSOU=DOS CH=RECT F I ENTS/ CH=GROUFWI SESCH=DCMI . DOPOES . BAREERF
Barbour, Gaylaen,
EX: /O=USTREASURY /OU=D2/CH=RECI FIENTS/CH=GRCUFWI ZESCH=DCMI . DOPCH . BARBDURG
Bisger, FPetar,
EX: /O=USTREASURY S OU=D0/ CH=RECT PIENTS / CH=GROUFWT SESCH=DOMI . DDEOE . BIEGERF
Carrs, Richard,
EX: /O=USTREASURY S OU=DO/ CH=RECTI PIENTS/CH=GRCUPWI BE/ CH=DOMI . DOPOG . CARRDE
Cohen, Dawvid, EX:/O=U3TREASURY,/OU=DC/CH=RECIFIENTS/CH=GRIUFWISE/CH=D0M3 . DOPOE . COHEND
Edsall, Alexandra,
EX: /O=USTREASURY/SOU=D/ CH=RECT PTENTS /CH=GRCUPHT SE/CH=DOM3 . DOPOE . EDSALLA
Greene, Michelle,
EX: fOelSTREASURY SOU=Dd S CHaRECT BT ENTS f CleGROVPHI SE/ CHeDOME . DOPOG  GREENEMT
doy, Dawid, EX:/fO=USTEREASURY/OU=DO/CH=RECTPIENTS/CH=GROUFWISES CH=DOME . BOFOE . JOYD
Kellogg, CLiff,
EXs fO=USTREASURY/OU=D0/CH=RECI PIENTS/ CH=GRCUFWI SES CH=D0MI . DOPOG , KELLOGGC
HeGivern, Tom,
EX: fO=USTREASURYOU=00/CH=REC] P] ENTE/ CH=GROUPW] SESCH=D0MI . DDPOE . HOGT VERNT
MoHale, Stephen,
EX: fO=USTREASURY/OU=D0/CH=RECI PIENTS/CH=GROUFWI SESCH=TCM3 . DOPOE . HCHALES
Hzinerney, FRobarta,
EX: fO=USTREASURY SOU=D0/ CH=RECI FI ENTS/ CH=GRCUIWI SESCH=DOMI . DOPOE . HCINERNEYR
Sacha, Lee, EX:/0=USTREASURY/SOU=DO/CHN=RECIPIENTE/CHN=GROUFWISESCH=DOM . DOPOG . BACHSL
Wolin, Neal, EX:SO*USTREASURY/OU=DO/CH=RECIPIENTS/CH=GROUPWISE,/CN=D0MI . DOFOG ., WOLINN
exX.mall.JOHESM, GWISE:ieax.mail.JONESM
ex.mall.VJORSTAD, GWISE:ex.mall.VWJORSTAD
Adashek, Jonathan, EX:/ O=USTREASURY/CU=DO/CH=RECTPTENTS/CH=ADRSHERT
Affleck-8mith, Joan, EX:/O=USTREASURY/OU=DO/CHM=RECIPIENTS/CH=AFFLECK-SMITH
Baer, Gregory, EM:/O«USTREASURYSOU=DE/CH=RECIPIENTS,CH=EARRS



Barr, Michael, EX:/O=USTREASURYSOU=DE/CH=RECIPIENTSCH=BARAM

Bzll, Rochelles, EX:/o=USTREASURY/OU=BO/CH=RECIPIENTS/CH=RELLR
Beresik, Michael, EX:/O=USTRERSURY/OU=D0/CH=RECIPIENTS/CHN=BERESIKM
Breses, Elisabeth, EX:/0=USTREASURY/CU=DO/CN=RECIPIENTS/CN=BRESEEE
DeMarce, Edward, EX:/0=USTREASURY/OU=D0/CN=RECIFIENTS/CN=DEMARCOE
Foote, Norman, EX:/O=USTREASURY/OU=DC/CN=RECIPIENTS/CHN=FOOTEN
Gensler, Gary, EX:/O=USTREASURY/SOU=DC/CH=RECIPIENTS/CN=GENSLERG
Johinson, James, EX:S0=USTREASURY/OU=00/CH=RECIPIENTS/CH=JOHNIONJE
Labryk, Dawvid, EX:/0=UITREASURY/SOU=D0/CH=RECIPLENT3/CN=LEBRYKD
Rasa, Lisa, EX:/OsUSTREASURYSOU=DOfCH=RECIPIENTS/CH=RIS3L

o

Subject Linda Robertach's infa.

Body i

Linda L. Robe&ctsan

VWice President, Federal Government Affairs
Encon

1775 Eye Strest; N.W., Suite 800
Washington, D.C. 20006

(202] 466-3138 [direct)

[202] B2E-3172 [FAX)

a-mail addeeas: linda.rcbertsonfenron.com

------ End of message body

Megaage auditing by HisreData CAMED Recon



From:; Squitien, Fay

Sent; Thursday, February 21, 2002 12:25 AM

To: SearchCameo

Subject: CAMEO Recon found a wand: Enron senl by Squitieri, Ray to jwang@cera.com on 7/11/2001
31 a:09 P

[ssunalem
7_11_01,hiwml
This message was found To have a Critical Werd Ln it. Message 3ent Eo
fwang@cera.com, From Squitleri, Ray, CC mo , Dake 7/11/2001 3:14:09 PM, Subdect of message
Fli Tradefpacrk E=merges as Leader in Online Trading, Edges In On EaronOnline

Wordis| Found: Encon

----- Original Message-----
From: Sguitlecrl; Ray
Sent: T/1L/2001 3:14:09 FM
Received: FTALLF2001 3:14:09 FM
To: {wanglcera.com, SHTP:jwanglcera.coms

d=

Subjscc: Fl: TradeSpark Emerges as Leader in Online Trading, Edges In Om EnronOnline
Bady:

may be of interest. Woofl

=ewe==ifiginal Message=====

From: SCIENTECH TassueRlart [malltoilssusflertfscientech.com]

Fenti Wednesday, July 1L, 2001 B:50 AM

Subject: Tradefpark Emerges as Leader in Online Trading, Edges In On
EpronOnline

------ End of message body

Megszage audlting by HicreData CRMED Recon



Today's Issuedlers Sponsors:
x|

Attend the Powering the Future: New Strategies and Solutions for Deploying Distributed
Power in the Markeiplace Conference and leam new sirategies for deployving Dastributed
Power in the marketplace
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TradeSpark Emerges as Leader in Online Trading,



Edges In On EnronOnline

By Will McNamara
Director, Electric Industry Analysis

[News e frome Renders] Online energy marketplace TradeSpark sad om July 10 that 11
traded products with a notional value of $41.9 hillion in the second quarter of this vear,
up from $18 billion in the first quaner. The rise in the second quarter brought the total
transaction value since TradeSpark’s October 2000 launch to 71 billion. According 1o
TradeSpark, during the second quarter the svstem was used to trade over 6.8 billion
MMBTUs of natural gas instruments, with a notional value of over $33 billion, a rise of
189 percent over the first quarter. [t was also used to trade about 155-million megawatt
hours of electricity instruments, with a notional value of some $8 2 billion, a rise of 29

M nercent over the first quarter

Analysis: As we have now reached the mid-vear paint, it is a good time 10 1ake a step back and assess
how the online energy trading market is being repositioned. EnronCaline, which launched in August
1999, certainly has been the market leader since that time, but TradeSpark (on the basis of its strong
performance and one key distinguishing feature that sets it apart from Enron) has emerged as a
formidable player this year. In fact, 2001 could very well become the vear that TradeSpark inches ever
closer to EnronOnline, closing the gap in what has become & highly saturated market. The online trading
space 15 prone to rapid consolidation and many players that emerged over the last vear have found it a
daunting challenge to establish liquidity. However, other plavers (and TradeSpark is part of this group)
have taken full advantage of market volatility, the high cost of natural gas thar was common earlier this
year, and the engeing advances in Internet technology 1o forge ahead wath a promising new business
model

For background, TradeSpark was formed in September 2000 by trading systems developer eSpeed, Inc.
{Nasdag: ESPD), brokerage Cantor Fitzgerald and several energy companies, including Dominion
Resources (NYSE: D), TXU Corp. (NYSE: TXL), Wilhams Cos, (NYSE: WMB), Koch Energy
Trading, and Royal Dutch / Shell unit Coral Energy. eSpeed has an equity stake in the TradeSpark
parinership. Through this equity stake, eSpeed is able to share in all potential upside value of
TradeSpark, based on an initial investment in the exchange of 52 million cash, representing a S-percenl
equity stake in the exchange TradeSpark is creating one large liquidity pool by bringing together several
mediums, including the Intemet, voice brokering and eSpeed's 300 millisecond private global network

The affiliation with eSpeed was particularly important as TradeSpark did not have to construct a trading
infrastructure, as it adopted the one that had already been put into place by eSpeed. This allowed
TradeSpark to enter the market earlier than many of its subsequent competitors and gain an important
first-strike advantage. The exchange offers trader services such as real-time prices for commaodities,
maturities, delivery points, and other benchmarks of the market. eSpeed, an independent trading
company that spun ofT from Cantor Fitzgerald in 1999, provides the technology infrastructure that
suppors the TradeSpark exchange, along with supporting other multiple buyer / multiple seller
electronic marketplaces. eSpeed is an end-to-end electronic trading system that can accommodate up to
150 transactions per second, per instrument, with an as-mentioned 300-millisecond execution time. The
customizable system displays all prices on the system anonymaously 1o all market pamicipants. Note that
cven before the partnership with TradeSpark, eSpeed had received investments of $25 million cach from
Dynegy and Williams to develop at least four new commodity-specific electronic spot and futures
tradine marketplaces



However, it 1s clearly Enron that blazed the trail for online energy trading and remains the king of this
market. As of the end of 2000, Enron had traded $336 billion worth of commodities on EnronOnling, led
by electricity and natural gas (Enron also trades other commaodities such as bandwidth and paper). As of
late June, it has been reported that the notional value of all transactions on EnronOnline exceeded 3650
billion, and the exchange's dailv volume has soared 1o about 5,000 trades. Yet, while Enron may still be
the largest online energy exchange, TradeSpark’s recent growth is quite impressive, especially
considering that EnronOnline had a one-year jumpstart on all the other trading exchanges that
subsequently formed. TradeSpark maintains that it has ransacted $30 billion worth of energy products
{notional value) since its October 20080 launch. Further, the dollar amount traded on the exchange has
grown steadily, from $12 billion in 40 2000 to 318 billion in 10 2001 Obviously, there is still a huge
gulf in notional transactions that separates EnronOnline from TradeSpark, but among the list of other
trading exchanges {such as Intercontinental Exchange, Dyvnegydirect and HoustonStreet) TradeSpark
appears to be the one that shows real potential of becoming a true competitor to EnronOnline,

In any comparison between the two exchanges, it is important (o establish the key element that makes
TradeSpark unique from EnronCnline. TradeSpark is a multi-buyer / multi-seller trading exchange that
offers anonymous bidding to an open market of wraders. EnronOnline, on the other hand, is a proprietary
trading exchange. In other words, in every transaction that takes place on EnronOnline, Enron
participates as either a buyer or a seller, TradeSpark says that about 54 percent of its average daily
transactions originate (rom activity between non-pariners (companies that were not original founders of
the exchange) This statement indicates that liquidity is growing at a steady pace on the TradeSpark
exchange. While the majonity of TradeSpark's wraders appear to be non-partner members, it is important
to note that the founding members mentioned above receive incentive pavments in the form of warrants
if TradeSpark is successful. In other words, should TradeSpark hit 3250 million in revenue by its fifth
vear, eSpeed would make available 8 million warrants at a strike price of $27.94 1o the founding
members of TradeSpark. Thus, the founding members are more inclined to participate on the exchange,
which in tum sparks interest from other participants and increases TradeSpark's liquidity

The neutrality issue is arguably the most important distinguishing feature between EnronOnline and
TradeSpark, and could be the one factor that is presently driving TradeSpark's success. Many traders
who participate on vanous exchanges have expressed a preference for those marketplaces that offer
multiple buyers and sellers. As is the case with EnronOnline, when a trader knows that a particular
company is alwavs a participant as a buyer or a seller in every transaction on their exchange, some
trading companies may be hesitant to reveal strategic information to the exchange-owning company. In
addition, regulatory pressures from the Federal Trade Commission may eventually make neutrality a
requirement, which is something that exchanges such as EnronOnline may have to address and
exchanges such as TradeSpark have already incorporated. When given a choice over vanous trading
exchanges on which 1o parficipate, my general impression is that traders would prefer 1o participate on
an exchange where issues of disclosing competitive information are not a concern

1 also think it significant that the bulk of TradeSpark’s trading volume is coming out of the natural -gas
business. While the exchange focuses on both natural gas and electricity instruments, in 20) 2001,
TradeSpark's average natural-gas trading volumes increased from 100 million MMBTUSs to a trading
hagh of 406 million MMBTUS on June 7, 2001, Further, TradeSpark has expenenced a 90-percent
mcrease in the amount of natural-gas MMBTU's traded on the exchange, while the level of electricity
megawart hours has increased by 17 percent. Dunng the 10} 2001 period, TradeSpark traded more than
2.18-billion MMBTUs of natural gas instruments (a notional value of about $11.6 billion) and 120-
million MWhs of electricity instruments (a notional value of about 36 4 billion).

As a whole, the online trading market appears to be nding the wave of a major growth spurt. A study
conducted by AMR Research showed that 600 energy trading exchanges existed in April 2000. This



number grew to 1,500 by September 2001 A separate report conducied by Forrester Research indicates
that online trading in wholesale markets increased 750 percent from 1999 1o 2000. The same repornt
projects that online trading volume will continue 1o grow, leaping from $400-billion market in 2000 o a
13 b-tnllion market in 2005,

Of course, nod all of these exchanges are expecied to be successful In fact, the vast majonty of them
will probably shut down or be forced 1o merge with another partner to ensure survival As consolidation
continues within the onling trading space, most projections suggest that two primary kinds of exchanges
will remain active. One of these exchanges is likelv 1o be a liquidity hub that attempts to attract
members that want to exchange price nsk in pure commaodities, which is represented by EnronOnline,
Dynegydirect, etc. The other exchange that will survive will probably be a merchant platform that

attem pis 1o bring multiple market plavers wogether, which is represented by TradeSpark, HoustonSireet,
Intercontingntal Exchange, and others

The primary challenge for all online rading exchanges is 1o establish liquidity. What traders appear to
want and what makes an exchange successful is liquidity, meaning essentially the amount of
transactions on the exchange and, consequently, the opporunity 10 access beneficial deals. TradeSpark's
maodel has been unique due to the rush-to-market capahility that the alliance with eSpeed supported, and
also the incentive program among its founding members, which apparently has plaved a role in
increasing participation on the exchange. The remaining half of this vear should be fertile ground for
TradeSpark to exhibit continued growth. However, as consolidation continues to remain an undercurrent
in the online trading market, it is sull rather premature to project which exchanges will remain in
operation once the dust settles.
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Enron Locked in Contentious Battle over Indian Project

By Will McNamara



Director, Electric Industry Analysis

[ News feen from Reaters] The Indian federal government is optimistic that Enron Corp.
(NYSE: ENE) and the Maharashtra state government will resolve their wrangle, which
has jeopardized the U S, energy giant's 52 9 illoa power progect. Indian lenders want
their federal government to intervene after a threat by Enron Corp., the country’s largest
foreign investor, to walk out of 2 giant power project has put the loan of the Indian
groups in jeopardy. Local lenders including the Industrial Development Bank of India
and the country's largest commercial bank, State Bank of India, stand to lose billions if
Enran pulls out the deal. On May 19, Enron teok a major step toward pulling the plug on
the project by issuing a notice to terminate its contract to sell power 1o the Maharashstra

slale

Analysis: This news item is signmificant for two reasons. First, Enron's ongoing troubles in India are
causing other power companies o also scramble from their investments in the country or avoid India
altogether. This comes al an unforumate tme for the undeveloped country, as it was hoped that the
investment from Enron and other companies would provide a significant financial boost to India's
energy infrastructure. Second, it is rather ironic that Enron, which has gained an eamings boon from its
wholesale and trading activities in the United States, has faced financial challenges overseas by
following the one business strategy that it has mostly avoided in this country: owning hard generation
assets.

By way of background, Enron was first approached by the Maharashira government back in 1992
regarding the joint development of & new power project (o serve the western part of India. In the mid-
19405, Enron broke ground on the 2,184 MW project on India's western coast (near Bombay, which is
the capital of Maharashtra) that repontedly will be the largest natural gas-fired power project in the
country upon 112 completion. Some reports suggest that it 1s the largest natural-gas plant in the world
The plant is in the midst of its first operational phase (with 750 MW up and running) and is scheduled to
begin its second phase (1,444 MW) in June. The company that owns and operates the power project is
Dabhol Power Company, in which Enron holds a 65-percent interest (the state of Maharashtra owns the
other 35 percent). Uinder terms of the contract, the state of Maharashira agreed 1o purchase the totality of
power produced at Enron's plant.

However, problems began to surface over the last six months or so, heightened by Maharashira's recent
default on paviments 10 Enron. Dabhol Power has been cnticized for charging 7 1 rupees per kilowatt-
hour, compared with the market's average of 1.5 rupees (for conversion purposes, 31 equals 46 93
rupees). Citing what it claimed were high costs charged by Dabhal, the siate of Maharashtra repartedly
refused to pay for any power produced from the second phase of the Dabhaol plant. At last count, the
state government owes Enron approximately $48 million for power transactions completed last
December and January, and could owe $607 million if the contract is terminated

Citing payment defaults by the state of Meharashtra and non-cooperation from both the state and federal
government in India, Enron issued a preliminary notice to terminate future power sales from its Dabhol
plant. Enron also declared a state of force majeure, a legal strategy that allows a company 1o break a
contract for reasons beyond their control In response, Indian leaders-driven by valid concerns about the
financial repercussions that a broken contract would have-are requesting the country's federal
govemment to intervene and prevent any break in the contract. Lenders such as the State Bank of India,
the country's largest commercial bank, also plan to fight Enron on its plans 1o rescind the contract

As noted, Enron's problems in India are causing a damaging domino effect for the undeveloped country



Being the international energy giant that it is, Enron probably won't suffer too much if it does indeed
terminate its contract with the Indian government, and perhaps can find another buyer in the country for
the power produced by the Dabhol plant. Enron also has reportedly pulled out from all of the other
projects in India in which it had once planned to mvest, including Metgas (a hquehed natural-gas
pipeling) and India-based projects led by Enron Broadband Services and Enron Oal & Gas. This ongoing
divestiture in India should reduce the company’s risk exposure related to the country™s instability

On the other hand, the failed contract will most likely do a fair amount of damage to the energy market
in India, which is already perceived as a less than lucrative country in which 1o develop power projects.
Some reports have indicated that India recerved only 526 billion 1n foreign investment in 2000,
representing three times less than Singapore, a country representing only one-fourth of the economy of
India. Any deterrent toward further power expansion in India would exacerbate concerns about the
country's ability to meet growing demand for electricity

Further, at least four foreign power companies { Cogentrix of the United States, EDF of France,
Powergen of the United Kingdom, and Deewoo Corp. of South Korea) already have pulled out of the
Indian energy market At the same time, many domestic companies also have postponed their own
power projects as a result of legal obstacles. In addition to a tainted reputation, Indian leaders also stand
to lose financially as well, as loans given to the Indian government reportedly are not covered by any
guarantee (unlike overseas lenders who are protected by guarantees).

Enron's announcement that it intends to terminate the contract has migeered a “cooling period” that will
last For six months, duning which time the Indian federal government will continue trving 1o convince
Enron to maintain its end of the contract. Interestingly, in early May Enron said that it had "no
immediate plans® to sell its stake in the Dabhol power project and added that it would make no move on
the plant until the payment disputes with the state of Maharashtra are resolved. Other statements made
by Enron Chairman Kenneth Lay have suggested that the company might continue to own the Dabhol
project and proceed with the completion of the second phase, regardless of any pavment that
Maharashtra may or may not make. Given the sharp increase in demand that is expected in India, it
would make sense for Enron to want to retain its majority ownership of the power plant and work a deal
to zell its power to another Indian buver.

Enron has been fairly consistent with regard to its strategy of not owning hard assets on any long-term
basis. Typically, Enron has accumulated infrastructure in various commodities (e.g , electriaty
generation, natural gas, bandwidth) in order to ensure that it can provide a product where the customer
wanis it. However, once Enron has established itsel i wathin that commodity, all it really needs is access
to the infrastructure, rather than outright ownership, so divestiture has typically followed. The company
might have perceived the Indian market to offer unique opportunities, due to the lack of infrastructure
across the country. However, now it appears that Enron's majority ownership in the Dabhol plant may be
causing more for the company than the assets are worth.

The possible termunation of the Dabhol comtract with the state of Maharashtra would mark the third sales
deal that Enron has broken in recent months. Most recently, the company announced that it is bowing
out of 343, 5-billion project to route Qatari gas to the United Arab Emirates and has sold its stake in
Dolphin Energy to UAE Offsets Group for an undisclosed amount

In addition, Enron is being sued by a group of California universities over the schools' claim that the

company breached a four-year contract, signed in 1998, to provide power at 1 5-percent discount to the
utility rate frozen by California’s 1996 deregulation law, Scheduled to expire in 2002, the deal between
Enron and the California university system included a peak power load of 350 MW and is estimated 1o
be worth about 500 million. Although Enron cited problems associated with Califorma's energy cnsis,



once in court the company disclosed that the contract with the California universities no longer
represented an economic business strategy and that the company was actually losing money on the
contracts (although it would not confinm a specific amount )
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Enron Embroiled in Power Plant Wars in Florida




By Will McNamara
Director, Electric Industry Analysis

Deerfield Beach, Fla., gave Enron the green light to build a natural gas-fired power plant
just one mile north of a site it abandoned earlier in the same week amid fierce opposition
The unanimous approval from the citv's development committee all but clears the way for
the Texas-based company to go forward with seeking further permitting requirements on
the 510-MW plant. Enron still needs a state air quality permit, something that nearby
cities have sad that they will fight. Assuming that Enron receives all the necessary
approvals, the company could begin building the plant within the next year

" Analysis: The press matenials surrounding this announcement, which is being pn!suil:.d
a5 8 coup for Enron in the Florida market, may belie the fact that the energy powerhouse continues to
face an uphill battle 1o bring this new power plant into the state. Amidst new reporis that Florida may
face a power shortage, resistance toward new power plants in the state remains high among Community
groups and incumbent utilities. Further, while Enron has pat its reputation in jmpard» in Florida by a
taking an aggressive route toward gaining a foothold in the state’s wholesale generation market, other
out-of-state power companics have not encountered as much resistance by forming less-controversial
power contracts

First, there are some fundamental aspects of Flonda's 513 billion ¢lectric market that should be
established for context. The state has taken a "go slow” approach toward electric competition and, a1 this
point, there 15 no plan to iniiate retall competition in Flonda. However, leaders of the state (including
Gov. Jeb Bush) have supported competition in the state's wholesale market in an effort to move
caunously toward total deregulaton. Flonda's Energy 2020 Stady Commissian, which is prepanng the
bluepnnt for competition in the state, endorsed a plan to allow out-of-state companies to enter Flonda's
whaolesale market by building new plants and selling power to the state’s incumbent utilities. However,
the Florida Supreme Cour has banned out-of-state companies (such as Enron) from building merchant
plamts in the state, which would be free to sell power anywhere and are not subject to rate regulation by
the state’s regulatory commission. Florida law does allow out-of-state companies to build peaker planis,
as long as they only operate in times of especially high demand when normal supplies are strained

Iti= into this climate that Enron began making attem pis to penetrate Flonda's wholesale market aboul a
year ago. Enron maintains that its policy is to seek multiple sites for power plants when it moves into a
new market, and thus has several pending Florida locations on its radar, Yet, the first site that Enron
selected for a mew peaking unit was recently scrapped when Enron faced substaniial community
resistance from groups that were concermed about the plant’s impact on the environment. A proposed
plant in Pompano Beach sparked an intense public outery from groups concerned that diesel output,
which Enron planned 1o use as a back-up fuel source for the plant, would be a major source of air
pollution. Just last week, Enron withdrew its application to build the plant in Pompano Beach, although
the company denied that public resistance was a factor. Instead, Enron says that it has simply chosen 1o
concentrate on building plants in other Florida cities, including Deerfield Beach.

Luckilv for Enron, zonimg rules in Deerfield Beach, which is less than a mile north of Pompano Beach,
put the approval or rejection of the plant solely in the hands of a staff committee instead of an elected
body. Due 1o a complex annexation law in the state, staff members of the Deerfield Beach City Hall (and
not ¢lected officials) had the final say on the plant. Thus, there was little opportunity for the public to
WRZEe an opposition campaign against the plant and elected officials reportedly had no authority 1o
approve of reject the plant. In addinon, Deerfield Beach is zoned primanly for businesses, which
arguably makes it a more appropriate location for the new plant than the more residential Pompano



Beach area

The Deerfield Beach plant is classified as a peaking unit, in that it will only be allowed to generate
electricity in times of peak demand within the state. This morning, | spoke with Eric Thode, Enron's
spokesperson on the Deerfield Beach plant, and he clarified an important distinction about this proposed
facility. As compared with other plants that have had difficulty getting approved in Flonda, the
Deerfield Beach plant will be a single-cycle unit (as opposed to combined-cyele) that can only operate
for 3,500 hours a year. The state’s Department of Environmental Protection will regulate the output of
this plant once it becomes operational. Further, the power generated during times of peak demand would
then be sold only o incumbent utilities in the state. Enron has also agreed o pay the city of Deerfield
Beach 51.% million before construction begins on the plant, and at least $1.7 million in property taxes
annually. As with the proposed Pompano Beach plant, Enron plans 1o use diesel fuel as a backup at the
Deerfield Beach plant if natural gas if not available, which remains a concern among local residents

In addinon o the air quality permit, Enron probably will also have 1o receive water rights and other
environmental approvals. Although commumty groups that oppose the plant did not have an opportunity
10 voice resistance before the plant was approved by the city's development commintee, there will be
many subseguent checkpoints at which Enron may face public opposition. In addition, a pending vote on
June 26 by the Broward County Commission, which also has junsdiction over the Deerfield Beach plant
ared, May approve a one-year moratorium on any new power planis being built in the area. Enron has
said that such a moratorium would be illegal

Enron also wants 1o build a similar progect in Scuth Miami-Dade County, and thus is making a fairly
aggressive attempt (o establish itself in Florida in anticipation of the state's becoming more competitive
Howewver, Enron is not the only out-of-state energy company attempting to penetrate the Florida
wholesale market For instance, El Paso Corp. wants to build natural-gas power plants in Deerfield
Beach and Belle Grande, Fla. In addition, Duke Energy spent three vears trying to get approval to build
a combined-cycle merchant plant in Mew Smyma Beach, Fla. The North Carolina-based energy
company recently announced that it is abandoning all attempts to build the plant as a result of
burcaucratic and legal hurdles. In addition 1o legal hurdles, Flonda Power Corp., Florida Power & Light
and Tampa Electric Company (TECO), the state’s incumbent unlities, also aggressively opposed the
plant, arguing that a merchant facility in Florida owned by an out-of-state company would not be held to
the same market rules as incumbenis (thus creating an imbalanced playing field in the state). The final
straw for Duke Energy seems to be the fact that, in its latest legislative session, Flonda legislators did
not overturn the state’s prohibition against merchant plants being owned by out-of-state companies,

What was Duke Energy's loss appears 1o have become Reliant Energy’s gain. Reliant Resources, the
unregulated wholesale operation that has partially spun off from its parent, announced that it has reached
an agreement with the Lhilines Commission of Mew Smyma Beach to enter into an "exclusive
agreement” to continue developing the 500-MW plant that Duke abandoned. Reliant, of course, may
face the same resmctions that ulimately dissuaded Duke Energy from pursuing this project.
Specifically. Reliant may need to address posinoning this plant as a single-cyele unit in order to get
approval, or pursue a joint venture contract with an incumbent utility. I Reliant is successful where
Duke was not, Reliant will expand upon a generation portfolio in Florida that already includes 619 MW
in operation, 1,360 MW under contract, and 460 MW under construction.

Further, Southern Company has formed a paninership with the Odando (Fla ) Public Utilities
Commission (QUC) to build a 633-MW, natural gas generation facility, which happens to mark
Southern's first planned expansion outside its traditional service territory. The Florida Public Service
Commission has signed off on a Cerificate of Need filed by Southerm Company, OUC and two other
partners—the Kissimmee Utility Authority and Flonda Municipal Power Agency. The project now goes



1o the Flonda Department of Environmental Protection, then to the Florida governor and cabinet for
final approvals. As Southern Company has contracted for this plant on the city level, it apparently is
absolved from the various state restrictions that have obstnucted the plans of Enron and Duke to build
new faciliies,

One remaining question about Enron's proposed Deerfield Beach plant concerns the often-tenuous
regulation that surrounds peaking units. Although Enron has claimed that the proposed plant will only
operate in times of peak usage in Florida, it is unclear exactly how this would be regulated {and by
whom). Tvpically, peaker units are restricted to only operating for a specified number of hours in a vear
or moditored so that therr emissions are limited to a certan level. However, oftentimes plants that are
classified as peaker units end up operating beyond the time for which they were onginallv scheduled
Thus, if Enron’s peaker unit in Deerfield Beach ultimately gains all of the necessary environmental
permits, it will be interesting to see how the plant is regulated in a state that has shown resistance toward
the expansion of oul-of-stale generators

Ironically, public resistance to new power plants in Florida comes at a time when new reports suggest
that the state faces &an imminent power supply problem. According to representatives from Flonda's
Energy 2020 Study Commission, Florida's electric reserve is significantly less than the 16-percent
reserve that incumbent utilities have claimed exists. In fact, the commission has found that, “without
extraordinary management techniques including power disruption,” Flonda's reserve is 7 percent. It is
important to note that the commission 1s not including interruptible loads in its reserve calculations. If
interruptible load is considered, then Florida most likely does have a roughly 16-percent elecinc reserve.

Nevertheless, leaders in Florida remain very concemed about any inherent characteristics in the state
that might lead to & California scenario. Specifically, the chairman of the 2020 commission stated that
Florida has an “over-reliance on interruptible supply contracts with industrial and commercial
customers, a high reliance on power from other states and significant restrictions on the development of
new power plants " It is the third factor that is perhaps most concerning in Flonda, as presently it is only
incumbent utilities that can develop new power supply with comparatively few regulatory restictions

Once again, Enron seems 1o be in the middle of a controversial debate as it pushes the competitive
boundaries in a state that is slowlv making accommodations for a deregulated market. The mixed bag of
public opposition, attempts by incumbent utilities to hold onto their market base, and state legal
restrictions may create a bumpy road for Enron (or other out-of-state companies) that attempt o
penetrate the Flonda market. For now, however, Enron appears to be one step closer to adding Flonda to
its large markel base.
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TradeSpark Emerges as Leader in Online Trading,



Edges In On EnronOnline

By Will McNamara
Director, Electric Industry Analysis

[News e frome Renders] Online energy marketplace TradeSpark sad om July 10 that 11
traded products with a notional value of $41.9 hillion in the second quarter of this vear,
up from $18 billion in the first quaner. The rise in the second quarter brought the total
transaction value since TradeSpark’s October 2000 launch to 71 billion. According 1o
TradeSpark, during the second quarter the svstem was used to trade over 6.8 billion
MMBTUs of natural gas instruments, with a notional value of over $33 billion, a rise of
189 percent over the first quarter. [t was also used to trade about 155-million megawatt
hours of electricity instruments, with a notional value of some $8 2 billion, a rise of 29

M nercent over the first quarter

Analysis: As we have now reached the mid-vear paint, it is a good time 10 1ake a step back and assess
how the online energy trading market is being repositioned. EnronCaline, which launched in August
1999, certainly has been the market leader since that time, but TradeSpark (on the basis of its strong
performance and one key distinguishing feature that sets it apart from Enron) has emerged as a
formidable player this year. In fact, 2001 could very well become the vear that TradeSpark inches ever
closer to EnronOnline, closing the gap in what has become & highly saturated market. The online trading
space 15 prone to rapid consolidation and many players that emerged over the last vear have found it a
daunting challenge to establish liquidity. However, other plavers (and TradeSpark is part of this group)
have taken full advantage of market volatility, the high cost of natural gas thar was common earlier this
year, and the engeing advances in Internet technology 1o forge ahead wath a promising new business
model

For background, TradeSpark was formed in September 2000 by trading systems developer eSpeed, Inc.
{Nasdag: ESPD), brokerage Cantor Fitzgerald and several energy companies, including Dominion
Resources (NYSE: D), TXU Corp. (NYSE: TXL), Wilhams Cos, (NYSE: WMB), Koch Energy
Trading, and Royal Dutch / Shell unit Coral Energy. eSpeed has an equity stake in the TradeSpark
parinership. Through this equity stake, eSpeed is able to share in all potential upside value of
TradeSpark, based on an initial investment in the exchange of 52 million cash, representing a S-percenl
equity stake in the exchange TradeSpark is creating one large liquidity pool by bringing together several
mediums, including the Intemet, voice brokering and eSpeed's 300 millisecond private global network

The affiliation with eSpeed was particularly important as TradeSpark did not have to construct a trading
infrastructure, as it adopted the one that had already been put into place by eSpeed. This allowed
TradeSpark to enter the market earlier than many of its subsequent competitors and gain an important
first-strike advantage. The exchange offers trader services such as real-time prices for commaodities,
maturities, delivery points, and other benchmarks of the market. eSpeed, an independent trading
company that spun ofT from Cantor Fitzgerald in 1999, provides the technology infrastructure that
suppors the TradeSpark exchange, along with supporting other multiple buyer / multiple seller
electronic marketplaces. eSpeed is an end-to-end electronic trading system that can accommodate up to
150 transactions per second, per instrument, with an as-mentioned 300-millisecond execution time. The
customizable system displays all prices on the system anonymaously 1o all market pamicipants. Note that
cven before the partnership with TradeSpark, eSpeed had received investments of $25 million cach from
Dynegy and Williams to develop at least four new commodity-specific electronic spot and futures
tradine marketplaces



However, it 1s clearly Enron that blazed the trail for online energy trading and remains the king of this
market. As of the end of 2000, Enron had traded $336 billion worth of commodities on EnronOnling, led
by electricity and natural gas (Enron also trades other commaodities such as bandwidth and paper). As of
late June, it has been reported that the notional value of all transactions on EnronOnline exceeded 3650
billion, and the exchange's dailv volume has soared 1o about 5,000 trades. Yet, while Enron may still be
the largest online energy exchange, TradeSpark’s recent growth is quite impressive, especially
considering that EnronOnline had a one-year jumpstart on all the other trading exchanges that
subsequently formed. TradeSpark maintains that it has ransacted $30 billion worth of energy products
{notional value) since its October 20080 launch. Further, the dollar amount traded on the exchange has
grown steadily, from $12 billion in 40 2000 to 318 billion in 10 2001 Obviously, there is still a huge
gulf in notional transactions that separates EnronOnline from TradeSpark, but among the list of other
trading exchanges {such as Intercontinental Exchange, Dyvnegydirect and HoustonStreet) TradeSpark
appears to be the one that shows real potential of becoming a true competitor to EnronOnline,

In any comparison between the two exchanges, it is important (o establish the key element that makes
TradeSpark unique from EnronCnline. TradeSpark is a multi-buyer / multi-seller trading exchange that
offers anonymous bidding to an open market of wraders. EnronOnline, on the other hand, is a proprietary
trading exchange. In other words, in every transaction that takes place on EnronOnline, Enron
participates as either a buyer or a seller, TradeSpark says that about 54 percent of its average daily
transactions originate (rom activity between non-pariners (companies that were not original founders of
the exchange) This statement indicates that liquidity is growing at a steady pace on the TradeSpark
exchange. While the majonity of TradeSpark's wraders appear to be non-partner members, it is important
to note that the founding members mentioned above receive incentive pavments in the form of warrants
if TradeSpark is successful. In other words, should TradeSpark hit 3250 million in revenue by its fifth
vear, eSpeed would make available 8 million warrants at a strike price of $27.94 1o the founding
members of TradeSpark. Thus, the founding members are more inclined to participate on the exchange,
which in tum sparks interest from other participants and increases TradeSpark's liquidity

The neutrality issue is arguably the most important distinguishing feature between EnronOnline and
TradeSpark, and could be the one factor that is presently driving TradeSpark's success. Many traders
who participate on vanous exchanges have expressed a preference for those marketplaces that offer
multiple buyers and sellers. As is the case with EnronOnline, when a trader knows that a particular
company is alwavs a participant as a buyer or a seller in every transaction on their exchange, some
trading companies may be hesitant to reveal strategic information to the exchange-owning company. In
addition, regulatory pressures from the Federal Trade Commission may eventually make neutrality a
requirement, which is something that exchanges such as EnronOnline may have to address and
exchanges such as TradeSpark have already incorporated. When given a choice over vanous trading
exchanges on which 1o parficipate, my general impression is that traders would prefer 1o participate on
an exchange where issues of disclosing competitive information are not a concern

1 also think it significant that the bulk of TradeSpark’s trading volume is coming out of the natural -gas
business. While the exchange focuses on both natural gas and electricity instruments, in 20) 2001,
TradeSpark's average natural-gas trading volumes increased from 100 million MMBTUSs to a trading
hagh of 406 million MMBTUS on June 7, 2001, Further, TradeSpark has expenenced a 90-percent
mcrease in the amount of natural-gas MMBTU's traded on the exchange, while the level of electricity
megawart hours has increased by 17 percent. Dunng the 10} 2001 period, TradeSpark traded more than
2.18-billion MMBTUs of natural gas instruments (a notional value of about $11.6 billion) and 120-
million MWhs of electricity instruments (a notional value of about 36 4 billion).

As a whole, the online trading market appears to be nding the wave of a major growth spurt. A study
conducted by AMR Research showed that 600 energy trading exchanges existed in April 2000. This



number grew to 1,500 by September 2001 A separate report conducied by Forrester Research indicates
that online trading in wholesale markets increased 750 percent from 1999 1o 2000. The same repornt
projects that online trading volume will continue 1o grow, leaping from $400-billion market in 2000 o a
13 b-tnllion market in 2005,

Of course, nod all of these exchanges are expecied to be successful In fact, the vast majonty of them
will probably shut down or be forced 1o merge with another partner to ensure survival As consolidation
continues within the onling trading space, most projections suggest that two primary kinds of exchanges
will remain active. One of these exchanges is likelv 1o be a liquidity hub that attempts to attract
members that want to exchange price nsk in pure commaodities, which is represented by EnronOnline,
Dynegydirect, etc. The other exchange that will survive will probably be a merchant platform that

attem pis 1o bring multiple market plavers wogether, which is represented by TradeSpark, HoustonSireet,
Intercontingntal Exchange, and others

The primary challenge for all online rading exchanges is 1o establish liquidity. What traders appear to
want and what makes an exchange successful is liquidity, meaning essentially the amount of
transactions on the exchange and, consequently, the opporunity 10 access beneficial deals. TradeSpark's
maodel has been unique due to the rush-to-market capahility that the alliance with eSpeed supported, and
also the incentive program among its founding members, which apparently has plaved a role in
increasing participation on the exchange. The remaining half of this vear should be fertile ground for
TradeSpark to exhibit continued growth. However, as consolidation continues to remain an undercurrent
in the online trading market, it is sull rather premature to project which exchanges will remain in
operation once the dust settles.
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Enron Rebounds in Second Quarter,




But Still Faces Several Hurdles

By Will McNamara
Director, Electric Industry Analysis

[News ftem from PR Newswire] Enron Corp. announced oday a 32-percent increase in
diluted earnings per share to $0 45 for the second quarter of 2001 from 50,34 a vear ago
Strong resulls in the quaner include a 40-percent increase in net income to 5404 million.
Enron also announced both confidence in achieving 51.80 of recurming earmings per
diluted share for the full year 2001 and new guidance for 2002 of $2.15 per diluted share.

Analysis: Enron's strong 20) eamings report 18 good news for the company, considenng
i that 2001 has not goften oft to the best start for several of its key operational areas. For

several weeks, Wall Street has been pondering the question of what has caused Enron's
stock to hit its lowest level in 18 months (plunging approximately 40 percent since January 20001 ).
Granted, Enron is a company with a market capitalization of 836 billion, current assets in the range of
£7 3 billion and reportedly 5288 million in cash, soany previous drop in its performance muost be taken
in that context. However, for a company that is generally considered 1o be the largest natural-gas and
electricity trader in the world, and one that sparks international awe for what has been (with few
exceptions) a Midas touch, any indication that Enron may be faltening even slightly is grounds for
industry analvsis. Thus, Jeffrey Skilling, Enron's CEQ, is taking full advantage of the company’s better-
than-expected performance in the second quaner 1o reassure investors that Enron is once agaim on track
Nevertheless, the company continues to face significant obstacles in five key aneas (outlined below), and
some analyvsts claim that Enron's fall is far from over

Without a doubt, Enron’s 20) numbers are impressive. The 20) income of $404 million, or 45 cents a
share, represents a 40-percent increase from the same quaner in 2000 However, it is imporiant 1o note
that Enron’s marketing and trading enterprise kept the company in a financially strong position and
offset losses that occurred in other arcas of the company, In fact, the vast majority of Enron's profits (97
percent, 1o be exact) are coming from the company’s wholesale services division, which includes s
truding unit. Although the wholesale trading unit's revenue of $48 48 billion was basically flat wath 10}
2001 revenue of %48 51 billion, it was up 204 percent from 2000 levels, In addition, the company's
wholesale business reported 20 operating eamings of 5302 mullion, up 6 percent from the previous
quarter and 93 percent above 20) 2000, Further, Enron's natural-gas volumes increased by 9 percent and
electricity-trading volumes increased by 71 percent in the second quarter. European trading operations
are also booming, with Enron's power volumes nearly quintupling to 73 million megawatt-hours across
the Continent

It seems fairly obvious that the wholesale rading business takes the credit for the company's strong
financial performance in the second quarter, and without the heavy reliance on this business Enron
probably would not have exceeded anslysis' e:qpﬁlahuns However, some analvsis fear that Enron's
heavy reliance on wholesale trading could mnpmlmu: 30 2001 resulis, cun.sll:lt:nm!, the combination of
FD:’-‘-INE‘ softening demand, -:!mpplng market prices for energy and the belief that the California energy
crisis has peaked. Thus, Enron has invested large sums of money in more diversified businesses over the
last vear or two and currently remains entangled in several operations that could quickly become
anchors around the company™s ankle. In other words, although Enron continuees (o make attempts (o
diversify beyond its electnic- and natural gas-trading core, it faces obstacles in the following arcas:

Bandvwidth: Enron Broadband Services, a wholly owned subsidiary of Enron Corp. that launched last
vear to focus on bandwidth and telecommunications infrastructure, has clearly become the dark cloud



that is hovering over the company. Ironically, it was this business that contmbuted to the dramatic
increase in Enron's stock value last summer. At that time, Enron claimed to have a large number of
potential deals in the pipeline for its telecommunications business and, based on this optimism, Wall
Streel inflated Enron shares by as much as 75 percent (causing the company's stock (o hit a peak of 390
in August 2000), However, in 20) 2001, Enron’s broadband business reported a $102 million operating
loss. compared to an average loss of just $24 million for the four previous quarters. Further, Skilling has
openly acknowledged that revenue opporunities in the company’s brogdband unit have "dried up.”
Basicallv, Enron is facing an unanticipated excess of fiber-optic lines, which has prevented the demand
for the division's services from matenalizing as anticipated. Last week, Enron announced that further
cutbacks would take place in the Portland, Ore., office of Enron Broadband Services, including the
elimination of 100 jobs (250 positions were cut last April). Moving forward, Enron Broadband Services
will focus exclusively on two kev areas: bandwidih trading and package services for business customers
{which would basically include the delivery of data and entertainment through fiber-optics). Skilling
remains optimistic thar the business will become profitable, but that it may be a vear or two before that
OLCUrs.

fndia: For background on what has become an intemational debacle for Enron, see the 522/01
IssueAlert (available at www scientech comirci). In essence, Enron has been attempting to end a
contract for power delivery to the state of Maharashtra, India, which it has served for about six years, in
response o the government's discontimuation of payment. In the mid-1900z, Enron broke grownd on o
2,184-MW, natural gas-fired project on India's western coast (near Bombay, which is the capital of
Maharashtra) The plant is in the midst of its first operational phase (with 750 MW up and renning) and
wias scheduled to begin its second phase (1,444 MW) in June. However, problems began to surface over
the last six months or so, heightened by Maharashtra's recent default on payvments to Enron. The
Maharashira government claimed that Dabhol Power, an Enron subsidiary that oversees the power
contract in India, 15 overcharging for power Other companies such as AES are now attempting to take
over the contract between Enron and the Maharashira govemment. However, at last count, the state
government owes Enron approximately 348 million for power transactions completed last December and
January, and could owe 3607 million if the contract is terminated

Cafiformia: Enron's problems in California have been well documented, as the company has been
singled out (along with other power suppliers) by the state's governor and federal regulators for possible
price gouging. Along with new price controls, possible refunds for past power sales and decreased
demand in the state, Enron also faces several pending lawsuits related to its Califomia business. At
present, Enron and other companies await a ruling from FERC regarding the specific amount that power
suppliers may collectively owe back to the state of California. Gov. Grav Davis has demanded $8.9
ballion and vows o take the case 1o federal court 1f FERC 1ssues refunds of less than that amount. In
addition, the California Senaie is deliberating over whether Enron should be held in contempt of count
regarding i1ts refusal to supply confidential business documents as required by subpoena

Water: Azurix, Inc . Enron's global water company that is primarily engaged in the business of owning,
operating and managing water and wastewater assets, has been losing money since its formation in

1998 Most recently, in 20 2001, Enron reported a loss of $109 million in its “corporate and other”
businesses, which includes Azunx and other non-core businesses. This followed an eveén-worse
performance for vear-end 20040, which included a 40 2000 loss of 3470 million that Azunx took for
failing to negotiate customer rates as part of a water-services contract in Argentina. Since last fall, Enron
has been attempting a buy-out of Azurix in an effort to make the company a private entity once again.
Nevertheless, Enron continues to bear the burden for Azurix's struggles, which many attribute to Enron's
overly optimistic view of how quickly privatized water markets would materialize

Florida Merchamt Planis: Enron has attempted to penetrate Florida's $13-billion electric market with



the construction of unregulated merchant plants in the state. Zoning rles and community resisiance
have at imes made this market penctration very difficult for Enron, and its reputation has arguably taken
a beating in the state. As it stands presently, Enron has received approval from Deerfield Beach, Fla ., 1o
build a S10-MW plant, single-cycle unit (as opposed (o combined-cycle) that can only operate for 3,500
hours a vear. This approval followed previous plans to build a similar plant in Pompano Beach, Fla,,
which Enron abandoned amidst fierce community opposition. (Note that a county moratorium on new
plamt construction, which Enron plans 1o contest, may thwan the Deerfield Beach project.) Pve included
this business as a challenge for Enron because, once again, the company seems to be in the middle of a
controversial debate as it pushes the competitive boundanes in a state that is slowly making
accommodations for a deregulated market. The mixed bag of public opposition, attempts by incumbent
utilities 1o hold onto their market base, and state legal restrictions may create a bumpy road for Enron
{or odhver out-of-state compames ) that attempt o penetrate the Flonda markel. For now, however, Enron
appears to be one step closer to adding Florida to its large market base

Moreover, regarding 115 stock price, as noted Enron shares hit a peak value of 59056 in August 2004
Howewver, in the first six months of 2000, the company's stock has dropped considerably. Since the close
of the second quarter, the stock has been hovenng near $49. As of early moming trading on July 16,
Enron shares were priced at about $48 T8, The losses in its broadband unit must be particularly painful
for Enron as the company continues to position itself as more than just an energy-focused imvestment
bank. In the midst of ongoing criticism that its shares are overpriced, Enron continues to shape itself ino
an Intermet-based, multi-commodity-focused firm However, Enron is not like most other companies that
have plunged into the telecommunications and water arenas only to take a damaging hit Never forget
that Enron has some of the deepest pockets within the energy space, and few of its missteps have caused
any long-term damage

Nevertheless, it remains clear that wholesale power trading is where the company finds its bread and
butter, and thus no matter how Enron may perceive itself, investors still see it as primarily an energy
company (albeit, a unique one). That, ironically, is good news for Enron as the company is now trading
consistently high within the range of other energy traders. Excluding the broadband business, Enron has
a multiple of between 25 and 28 times next year's earnings, which is higher than other energy
competitors such as Dynegy (which trades for about 23 times next year's forecast) and Duke Energy
(which trades between 13 to 15 times projected earnings). The remaining question is whether or not
Enron is an overvalued stock. With diversified operations in telecom, water and the host of other
commodities the company has pursued, the answer may have been that Enron was valued appropriately
However, now that these businesses are struggling and most of the company's focus is built around the
trading market, the future of which is uncenain, investors will most hikely continue to carefully examine
Enron's future grovvth potential

An archive list of previous Issuedierts is available at
www.scientech.com

IssuesWatch.

Miss last week? Catch up on the latest deregulation, competition and restructuring
developments in the energy industry with SCIENTECH's IssuesWatch

Reach thousands of utility analysts and decision makers every day. Your company can schedule a



sponsorship of Issoedfert by contacting Nancy Spnng via e-mail or calling (505) 244-7613.
Advertising opportunities are also available on our Website

SCIENTECH is pleased 1o provide you with vour free, daily Issuedfers. Let us know if we can
help vou with in-depth analvses or any other SCIENTECH information products. 1T you would
like to refer a colleague to receive our free, daily Issuedlerts, please reply to this e-mail and
include their full name and e-mail address or register directly on our site

If you no longer wish to receive this daily ¢-mail, send a message to IssueAlers, and include the
word "delete” in the subject line

SCHENTECH s IssweAferts™Y are compiled based on the imdependent amalysis of SCIENTECH
covesiltonns, Tie opsiddonss expressed in SCTENTRUH s TsspeAferts are s intesrded e preaict
Simancial performance of compeanies discassed, ov fo be the basis for investment decisions of any
ki, SCTENTECH s sofe purpose in publishing iis Isswed leris is to offer an independent
perspective regarding the key cvents occnrring fie the erergy indisiry, boased on irs fomg-standing
i :.'ﬂ MIFCRIFEARY 0% £T0 L'.'I]'.H.'.I"i LI l.'J'J'l:.'n"h"I.' FARY (TS

Capright 2000, SCIENTECH, fne. AN righis reserved.




